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Challenge to EEOC
A suit filed by Newport News Shipbuilding could settle whether employers
have to provide equal pregnancy benefits for spouses.

FBI probe stings
La. benefit plan;
13 subpoenaed

By RHONDA L. RUNDLE

NEW ORLEANS-In the latest

FBI cloak-and-dagger operation
involving alleged insurance kick-
backs, more than a dozen Louisi-
ana officials including the
governor, lieutenant governor and
treasurer have been subpoenaed to
appear before a federal grand jury
here.

Dubbed "brilab" for "bribery la-
bor," the sting focuses on the self-
insured State Employes Group
Benefits Program that provides
health and life benefits to about

75,000 state workers. Posing as
Prudential Insurance Co. brokers,
FBI undercover agents reportedly
bribed state officials to obtain the

fund's lucrative claims administra-
tion contract.

Although the FBI has not identi-
fied any target individuals in the
probe, Dr. James MeElveen, ex-
ecutive director of the State Em-

ployes Group Benefits Program,
and six members of the board of

trustees are among the state offi-
cials summoned to appear in
court.

Also subpoenaed were Gov.

Edwin Edwards, Lt. Gov. Jimmy
Fitzmorris, Lt. Gov.-elect Bobby
Freeman, treasurer Mary Evelyn
Parker, state Sen. Edward Mouton
of Lafayette and state Rep. Harry
Hollins of Lake Charles.

Still smarting under Atty. Gen.
Benjamin Civiletti's recent
tongue-lashing against investiga-
tion leaks, both the FBI and Jus-

tice Department shut up like
clams last week. Nor were state of-

ficials implicated in the probe will-
ing to discuss it.

Dr. McElveen could not be

reached for comment by Business
Insurance.

Gov. Edwin Edwards will make

a statement after the grand jury
convenes and he has an opportu-
nity to find out what this is about,
said a spokesman at the governor's
mansion.

In a prepared statement issued
from his office, Lt. Gov. Jimmy
Fitzmorris said that "at no time in

my career of some 30 years of pub-
lic life have I ever accepted money
in return for favoritism or award-

ing of a contract."
Although details are sketchy, in-
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Shipbuilder's suit
tests benefit rule

By JERRY GEISEL

NEWPORT NEWS, Va.-The
nation's largest shipbuilderis chal-
lenging federal guidelines re-
quiring employers to cover the
pregnancy-related expenses of
employes' wives if they cover de-
pendents in their group health in-
surance plans.

The huge Newport News Ship-
building & Dry Dock Co., which
has 23,000 employes, filed suit in
U.S. District Court here to over-

turn the Equal Employment Op-
portunity Commission guidelines
issued in March 1979 that say if an
employer's health insurance plan
covers the medical expenses of
women employes' spouses, then it
must equally cover maternity ex-
penses of male employe's wives.

The Newport News Shipbuild-
ing case could settle once and for
all whether employers have to pro-
vide equitable pregnancy benefits
in their group dependent plans for
spouses of men employes. Other

Fallout:
By STUART EMMRICH

employers, who have been unsure
about whether to heed the EEOC

guidelines on dependent coverage,
will watch the case closely.

When the pregnancy benefits
law was passed in 1978, Congress
specified the law only applied to
employes and not spouses, said
Bob Ponton, manager ofequal em-
ployment at the firm.

"The EEOC guidelines go far be-
yond the intent of Congress and
are not in accordance with the
law," Mr. Ponton added.

Although a Midwest trade
group, the Kansas Assn. of Com-
merce & Industry, already has
filed suit against the EEOC, the
Newport News Shipbuilding suit
marks the first time a private em-
ployer has taken action against the
EEOC on its pregnancy benefit re-
quirement for dependents.

Currently, in its largest group
health insurance plan covering
hourly employes, Newport News
Shipbuilding pays all reasonable
and customary health expenses for
spouses ofwomen employes, but it

places a $500 cap on pregnancy
hospitalization expenses it will
pay for spouses of men employes.

Newport News Shipbuilding
could not supply an exact estimate
of what it would cost to equalize
pregnancy benefits for men em-
ployes' spouses.

The EEOC, however, maintains
the Civil Rights Act of 1964 makes
it clear there must be equality of
benefits for spouses in group
health insurance plans. The preg-
nancy benefits law, which went
into effect April 29, 1979, amends
the Civil Rights Act.

"If an employer makes available
to female employes insurance
which covers the cost of all the
medical conditions of their

5pouses, but provides male em-
ployes with insurance coverage for
only some of the medical condi-
tions (i.e., all but pregnancy-re„
lated) of their spouses, male
employes are receiving a less fa-
vorable fringe benefit package,"
the EEOC said. .

Nuclear power plants will pay 
36% more for coverage

HARTFORD, Conr.-The country's nu-
clear power plants will be paying about 36%
more for their property insurance coverage
when they renew their policies this year.

American Nuclear Insurers, a pool of in-
surance companies that provides coverage
for the plants, recently told the nuclear
plants that the estimated $210 million loss at
Three Mile Island, the country's worst com-
mercial nuclear accident, forced a bigger
boost in prices, ANI president Burt Proom
has confirmed.

The plants were informed earlier this year
that liability rates would be going up by an
average 10%.

The losses from TMI also have substan-
tially reduced the discount credit that plants
have been receiving over the past nine years
because of a high safety record. Base rates
for some plants' insurance premiums had
been reduced by as much as 34% because of

a low volume of losses during a previous
year.

But in 1980, that credit will only total 2.4%,
a credit that still exists because a lower-
than-average routine loss experience some-
what offset the effects of TMI. That credit is

a 27% drop from the one enjoyed by the
plants in 1979.

Mr. Proom said the insured plants have
not objected to the price hikes so far, adding
that "they have learned to take the bad with
the good."

The ANI president said the pool does not
anticipate denying any renewals of policies
because of fears that an individual plant
might not meet optimum safety standards,
but said ANI would "certainly take a closer
look at that through our engineering area
during the coming year."

One other effect ofthe TMI accident is that

Continued on page 82
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-for your information-1 Frisco voters to rule
Lloyd's faces more suits
over Sasse Syndicate losses

LONDON-Further lawsuits against Lloyd's over the Sasse
Syndicate's $41 million losses are being lodged in the U.K. high
court. This time the litigation is brought by Sasse Turnbull, the
syndicate's management agency run by underwriter Frederick H.
Sasse and his associates.

The suit charges that Lloyd's failed to give Sasse Turnbull full
information about the history of binding authorities granted to
Den-Har Agency of Florida on New York fire risks.

The agency alleges that Lloyd's became aware of irregularities
through its U.S. attorneys, who warned that business of a dubious
nature was being produced in the U.S. But the information was
not passed on in time to stop the heavy claims.

Lloyd's will be contesting the lawsuit.
Sasse Turnbull has also lodged a lawsuit in London against

Brentnall Beard broking group on the grounds it produced large-
scale New York fire risks that were otherwise uninsurable in 1976

except through the New York state FAIR plan and were of"dubi-
ous nature."

Court overturns countersuit
PALM BEACH, Fla.-Florida doctors hoping to sue the lawyers

who file medical malpractice suits against them have come up
against a new roadblock.

The Florida court of appeals overturned a 1977 case that some
malpractice watchers expected would open the gates for defensive
suits by doctors against allegedly malicious lawyers and so lower
malpractice insurance rates.

Three years ago, in John B. Sullivan vs. Otis R. Parker and Fee,
Parker & Lloyd, a circuit courtjudge ruled in favor ofthe physician
and allowed him to keep $75,000 of a $175,000 judgment.

But the fourth district court ofappeals of Florida overturned that
decision late last month and would not address a cross-appeal
made by Dr. Sullivan.

"A lawyer must represent his client zealously within the bounds
of law and professional ethics," wrote appeal judge John H.
Moore. "As an advocate he must accept the facts as he finds them
and render his advice consistent with those facts."

The judge said any more stringent standard of legal conduct
"would effectively stifle the peaceful resolution of disputes and
deny the very justice the courts are intended to administer."

Clerk convicted in art theft
CHICAGO-Laud Spencer Pace, a 31-year-old former shipping

clerk at the Art Institute of Chicago, has been convicted ofstealing
three Paul Cezanne paintings, now worth $4.3 million, from the
institution in late 1978.

Mr. Pace, convicted earlier this month in Cook County circuit
court here on charges of theft and carrying a dangerous weapon,
will be sentenced Feb. 29 and faces six to 30 years in prison.

Mr. Pace was arrested May 23, 1979, by Chicago police at the
luxurious downtown Drake Hotel where he had arranged a meet-
ing with museum president E. Laurence Chalmers and police, say-
ing he represented a man who had possession ofthe paintings and
wanted to ransom them. Police said Mr. Pace had been a suspect in
the case all along and was taken into custody immediately after the
paintings were exchanged.

N.Y. exchange rule expected
NEW YORK-The New York insurance department is expected

to shortly announce an "emergency" issuance of Regulation 86-a,
defining the relationship of the New York Insurance Exchange
and Free Trade Zone, without holding any hearings.

Regulation 86-a is the controversial measure that will most likely
require large premium risks to be rejected five times by the insur-
ers operating in the Free Trade Zone before they can be submitted
to the exchange, if they've previously been underwritten by admit-
ted insurers. Risks generating large premiums previously under-
written by nonadmitted insurers and certain exotic risks probably
will be allowed to flow to the exchange after three rejections.

These were the final draft suggestions filed in Albany following a
review by senior department officials. They decreased to three the
number of rejections for risks in nonadmitted markets, from the
four rejections proposed earlier.

Issuing the regulation on an emergency basis would ensure final
rules are in place before the exchange opens, as planned, April 1.
Hearings could be held sometime after the opening of the ex-
change, and the regulation could be amended then if necessary,
said Donald Gabay, first deputy superintendent of insurance for
New York.
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on city pensions
By MARGARET LeROUX .»

SAN FRANCISCO A re-
varnped retirement plan for mu-

ricipal employes that will save $31
mill.cn and zurb annual abuse es-

timated at $2 million by reduoing
benefit levels will go to San Fran-
cisco voters fer approval in a June
special election.

Tne $1.5 tillion re=irement sys-
tem fbr 22.000 city employes, in-
cluiing police and firefighters,
wir cost $137 million this year,
wh:le San Francisco faces a $1.7
milicn budget deficit.

Although San Francisco "isn't at
the bankrurtey stage yet," Daniel

Ma:irocce, general manager ofthe
retirement system, said, "Given
time, the situation could become
acute If we don't act now to curb

costs the city will be in dire finan-
cial straits. '

Coping with spiraling pension
fund costs is a problem for most
U.E. cities and states.

Mr. Mattrocce shuddered as he

notzd the Los Angeles police de-

partment pension fund-although
amonized over a 60-year period-
had unfunded liabilities totaling S2
billion and that the New York City

4

fire department pension fund is
selling assets to meet unfunded
liabilities.

If anything can save the San
Francisco retirement system from
a similar fate, it's an extremely
conservative fiscal approach, he
noted. The city currently bases its

- Bay Area blues
San Francisco's financial

situation could become

acute because of rising
pension liabilities. Voters

lf" will decide in June
1,1,-. whether to reduce

* benefit levels for
-'i F municipal workers.

pension fund on an average em-
ploye work life of 14 years and has
unfunded liabilities of only $500
million.

To reduce costs by $31 million
this year, San Francisco voters are

being asked to approve stretching
Continued on page 82

Insurance plans set
tough Olympic course

Speeding into Olympics
The L.S. Olympic Committee covers all team members with a $50,000 life
insurance Folicy and a $10,000 accident policy. The committee also has
third-party liability coverage up to $10 million, spending more than
$100,000 on all coverages.

LAKE PLACID, N.Y.-Keeping
insurance on track for the Winter

Olympics in Lake Placid has been
tough sledding.

Charges of nepotism because a
relative of a Lake Placid Olympic
Organization Committee member
was the agent for the liability in-
surance program spurred a re-
marketing of the coverage. But
Placid Management Co., whose
principal is related to a committee
member, kept the $620,000 ac-
count (BI, Oct. 1, 1979).

Just last month, Merchants Mu-
tual Insurance Co. of Buffalo can-

celed the LPOOC's auto policy
because too many claims were pil-
ing up from use of the 581-vehicle
neet

Placid Management picked up
that account, too, placing it with
the Insurance Co. of North
America. Rules for use of the

fleet-mostly LTDs donated by
Ford Motor Co.-were tightened.
Now persons using a car must sign
out, stating their destination.

Not all insurance in force at the

games is a headache for the local
organizing committee, however.
The International Olympic Com-
mittee requires teams entering the
games to have their own policies to
specific limits. The U.S. Olympic
Committee is covering all mem-
bers of the official U.S. delegation
with a $50,000 life and $10,000 acci-
dent policy insured by American
International Underwriters.

In addition, the USOC has pur-
chased a $10 million third-party li-
ability policy from AIU, including
umbrella and excess umbrella cow

erage, through Rollins, Burdick
Hunter & Co.

The USOC third-party liability
coverage is secondary, coming
into play only after a claimant's
primary coverage has reached its
limit. The USOC spends $100,000
to $150,000 a year on premiums,
says Ernest G. Hinck, USOC busi-
ness mavager.

Continued on page 83



Yet U.S. business insures only a
fraction of its $170 billion invest-
ments abroad, one underwriter
says. "There's an infinite amount
of sensitizing to the problem that
needs to be done," adds another
underwriter.

In addition to the dramatic loss

of foreign investments because of
confiscation or war, there's the
risk of currency repatriation re-
strictions, arbitrary cancellation of
contracts, cancellation oforders or
the inability to collect what one is
owed.

The experts are lining up in for-
mation to help risk managers de-
fend their companies against
being caught in the crossfire of po-
litical unrest or other foreign prob-
lems:

. Alexander & Alexander is try-
ing to put together an o ffshore mu-

Continued on page 83

Overseas risks:

Political risks leave holes in programs
By Kathryn J. Mcintyre

CHICAGO-U.S. multinationals
need an offshore mutualinsurance
company to plug the holes in po-
litical risk insurance policies, con-
tends a broker.

Businesses with investments
and operations in foreign coun-
tries aren't even tapping the politi-
cal risk insurance market

available, clamor political risk in-
surance underwriters.

Companies with foreign expo-
sures must first analyze the risk of
political upheavals in other coun-
tries before buying insurance,
counsels an international expert
who compiles foreign risk fore-
casts.

In a world where friendly gov-
ernments are becoming enemies
overnight, exiling U.S. businesses
but keeping their assets and opera-
tions, the need for protection
against political risk losses is strik-
ingly obvious.

El Salvador

Nicaragua

Peru

Map: Toby Roberts
Source: Frost and Sullivan's political risk services division
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Risky political climates
Political turmoil is the biggest reason 10

countries are especially risky for U.S. busi-
ness interests in the next 18 months, accord-

ing to Frost & Sullivan's political risk services
division.

Especially vulnerable to political turmoil
among the 10 are Bolivia, China, El Salvador,
Iran, Turkey and Zaire.

Expropriation problems have higher than a
50% chance of appearing in Algeria, El Salva-
dor and Nicaragua and more than a 40%
chance in Pakistan and Peru.

Repatriation restrictions will most likely ap-
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pear in Nicaragua (69%), Iran (70%) and Alge-
ria (60%).

Among the 13 countries presenting more
than a 50% chance of major losses for U.S.
business in the next five years, the following
scored "high" in the four risk categories of so-
cio-economic conditions, factional activity, po-
litical activity and government actions: Bolivia,
El Salvador, Iran, Pakistan and Zaire.

Government actions such as censorship,
shows of force, political arrests and economic
and social decisions most threaten the climate
in Libya.

hina E

 Philippines

gdp
year risk

The Philippines, Turkey and Zambia are
considered most likely to be adverse to U.S.
business because of socio-economic condi-
tions and factional activity.

Socio-economic conditions probably will be
the biggest cause of trouble in Thailand and
contribute to problems in Portugal, where po-
litical activity and government actions also
cause high concern.

The combined effect of moderate risks on
all four fronts pushed Algeria and Egypt into
the class of the 13 most hazardous climates in
the next five years.

Iran losses hit Lloyd's for $25 million
By JOHN MAES

CHICAGO-Lloyd's of London
has recently paid more than $25
million in claims to two American
oil drilling and construction firms
under political policies covering
assets in Iran.

Lloyd's spokesmen acknow-
ledged the payments for "depriva-
tion" of property. Lloyd's couldn't
say how many other Iran claims
were pending.

The two recent payments were
to Reading & Bates Corp., which
collected $17.4 million for losses
on seven of its eight drilling rigs in
Iran, and Williams International
Group, which was paid $8 million
by Lloyd's late last year for confis-
cation of its construction equip-
ment. Both firms are based in
Tulsa, Okla.

Phillip Kirk, insurance and
benefits manager for Reading &
Bates, said he could not disclose
details about the loss because the
firm has another claim in litigation
with Lloyd's on an Iranian loss. He
said, however, it was a "broadly
based" claim under its political
risk policy for expropriation and
loss of use of the Iranian drilling
rigs. Reading & Bates owns seven
land rigs in Iran and an eighth off-
shore, he said.

In the Williams International
case, the company has received
100% payment for the loss of $8

million in oil field construction
equipment seized May 14, 1979, by
local Iranian authorities near the

city of Umediyeh, said risk man-
ager Robert H. Redden.

The equipment included trac-
tors, trucks and trailers being used

on a pipeline construction project.
Work on the project was just about
completed and the fgm was pre-
paring to move the equipment out
of the country after the fall of the
deposed Shah when the confisca-
tion took place, Mr. Redden said.

The incident occurred just after
Williams International renewed its
political risk coverage with
Lloyd's for three months, he said.
The company received partial pay-
ment of the claim and the balance
was paid by Lloyd's last Dec. 18, he

said.

Williams International was the
first firm to successfully complete
a claim for an Iranian political risk
with Lloyd's, the risk manager
said.

Continued on page 83

Arabs plan own insurance poo 1
By JOHN MAES

CHICAGO-National insurance
company executives from six Per-
sian Gulf states will meet this
week in Abu Dhabi, United Arab
Emirates, to discuss formation of
an Arab Gulf insurance pool to in-
sure marine risks.

The pool, which may begin oper-
ations by July, is being formed to
counteract premium increases on
ships sailing through the gulf, set
by Lloyd's of London marine un-
derwriters who declared the area a
war zone last year.

The Official Emirates news
agency WAM said the operation is
designed "to confront sudden de-
cisions imposed by foreign insur-
ance companies to increase war
premiums on ships crossing the
gulf."

Representatives of25 companies
from Saudi Arabia, Iraq, the
United Arab Emirates, Qatar and
Oman will attend the session.

The proposed group would in-

sure ships crossing the gulf region
and will set its own war risk pre-
mium surcharge, which will be
shared by member firms based on
their participation in the capitali-
zation of the venture, the news
agency said.

Lloyd's, the primary market for
marine insurance on ships sailing
the gulf, recently raised the sur-
charge to 5 cents per $100 of value,
up from the 2.5 cents per $100 nor-
mally charged, a Lloyd's spokes-
man said. Vessels sailing to Iran
through the gulfare charged $1 per
$100, while American ships bound
for Iran are priced upon applica-
tion, he said.

The increases brcught an out-
raged response from foreign ship-
ping firms and the Arab states,
charging the action was politically
motivated by recent anti-West sen-
timent in Moslem nations.

Lloyd's marine underwriters
have not been alarmed at the Arab
moves so far, the spokesman said,

adding there have been no con-
tract cancellations from foreign
shippers. "There's been just a lot of
sound and fury and little else," he
said.

London observers also doubt the
venture can succeed because ma-

rine rates have been extremely low
and competitive for some time.
Any attempts to draw business
away from Lloyd's underwriters
by undercutting prices would
leave little room for profit, he said.

"We don't expect they'd make
much money out of it," he noted.

Although the Arab states have
charged Lloyd's action is politi-
cally motivated, the increases re-
flected the underwriters' concerns
over possible violence and ship-
ping losses in the potentially ex-
plosive area, the spokesman said.

"It was merely an assessment of
the risks they were being asked to
insure. If they believe it was poli-
ties, they were mistaken in that
way," he said.

American shipping underwri-

ters say they will hardly be af-
fected by a gulf states insurance
pact because U.S. underwriters al-
most exclusively insure American
shipping and no U.S. cargo vessels
have sailed the Persian Gulf in
some time, said Allen Schuma-
cher, chairman of the American
Hull Insurance Syndicate in New
York.

Mr. Schumacher also doubts,
however, the Arab venture would
survive because with current rates
so low, the organization would not
be able to stockpile adequate re-
serves "for that one big loss that
may occur."

Arab shippers and insurers from
the region have been talking about
forming their own insurance syn-
dicate ever since the higher rates
were announced by London (BI.
Dec. 24, 1979). But the meeting is
the first substantive step toward
the formation of an organization to
provide the coverage at lower
rates.
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Ford pops surprises in Pinto case
By ROGER ROWAND

Special to Business Insurance

WINAMAC, Ind.-After the

prosecution rested its case, Ford
Motor Co. popped surprise wit-
nesses on the court as it began its
defense of reckl€ss homicide

charges stemming from a 1978
crash of a van and s. 1973 Pinto.

The new witnesses, hospital or-
derly Levi Wcodward Jr. and a
doctor from the area. both contra-

dicted seven eyewitnesses and
said the Pinto was not moving at
the time of the crssh-testimony
that changes the tedrock of the
prosecution's case.

Mr. Woodward, who said he
spoke to the Pintc driver before
she died in an Inliana hospital,
also testified that she said the
Pinto was missing -ts gas cap.

Late la s: week the Ford trial

headed into its second half pro-
ceedings. Ford is expected to use
as many as 14 full court days to
present its defense.

The case is being watched
closely ty manufa2turers and

prc duc: liability experts nation-
wide becEuse it is the first time a

producer has been subjeited to
criminal Trosecution for deaths re-
latedto allegednegligence mprod-
uct design. A guilty verdict in this
case could throw some product lia-
bility cases into the realm of crimi-
nal law: experts say.

Indianals case has revolved

around internal Ford documents

and the :e:timony of expert wit-
nesses. A: those two methods of

presenting evidence were used
during the trial's first five weeks of

seesawing action, Ford's de fer.se
battery generally appeared b bowl
over witnesses and was successful

at keeping documentary evidence

under wraps and out of the jury's
sight.

By forcing the prosecution to
limit evidence to that pertaining

solely to the 1973 Pin:o--the
modelin which three girls died in a
rear-end crash Aug. 10, 1978-
Ford's lawyers tightly tied the
nands ofthe prosecutor.

And last week, an expert Fitr.ess
for the prosecution played into
Ford lawye James Neal's hands.
Harley Copj a former Ford execu-
tive engineer forced into early re-
tirement because of "frequent and
extended absences from his job,"
revealed tc everyone's surp_se
that the 1973 Pinto, in his opinion,
functioned as any other car ©flhat

yearwould have performed.
"I am quite sure no car made in

1973 could be hit in the rear at 40 or

50 miles an hour without leakage,"
Mr. Colgp testified.

The 1973 Pint), he added, had as
much rear overhang and rear

crush space as any other car of its
time, and didn'l contain any more
sharp underside protrusions than
other cars.

The fuel tank tr. the death car,
the trial has revealed, had only one

small puneture about the size of a
kitchen match head, caused by a
protrusion near the tank, but the
rear-end impact caused a large tear
in the tank that allowed fuel to es-

cape.

The Ford Pinto also had shear

plates or inner strengthening
panels that other cars didn't have

PutCorroon&Black
toworkforyou.

We'llputmore perks per dollar
inyouremployeebenefitprogram.

Chances are, different people in your busir.ess need dif-
ferent kinds of employee benefits to keep them happy.
Some, just basic group health, pension anc life
packages. Others also require estate planning and
individual programs as perks. That's where a
Corroon & Black checkup can help you offer more
without paying more. Call us and we'll analyze Vour
entire employee benefit package.

Well help you start programs to control 
cos s Tell you d your employee
benefit* a.e on

par wirh the industry. And close coverage gaps you
may not even know existed. It's the approach

Corroon & Black has used successfully for 75 years
for companies of all sizes around the world. Today,

we're one of the tep t-n ir.surance brokers in the
world and one of the fasiest growing.

For a complete checkup, call
Richard M. Miller, President,

to#-free, at 800 221 7024.
, Ir New York, call oilect,

112 36=-4100)

W Corroon&Black
*all Street Plaza New Ycrk, N.Y. 10005 • Offices nationwide and worldwide

at the time, Mr. Copp testified un-
der questioning. Rear leaf springs
actually added stiffness, he said.

Mr. Copp said he found nothing
wrong with the way the fuel filler
pipe was inserted by slip-fit into
the tank, another design point that
had been called into question by
earlier prosecution witnesses.

Mr. Copp had only good things
to say about Harold C. MacDonald,
vp of Ford's engineering and re-
search staff, due to be called
within the next few weeks as one

of Ford's chief defense witnesses.

Mr. Copp characterized Mr. Mac-
Donald as a good engineer, thor-
ough, conservative, innovative
and extremely safety-conscious.

However, he testified under
questioning by prosecutor Mi-
chael Cosentino that the engineers

he respects weren't free to exercise
their best judgment in designing
the Pinto fuel tank.

He placed responsibility and
blame for the Pinto and its defects

squarely on the shoulders of Lee
A. Iacocca, former president of
Ford and now chairman and chief

executive of Chrysler Corp.
Ford engineers, he said, "were

locked in by styling and cost con-
siderations, and locked in by Iac-
coca."

Asked by Mr. Cosentino if Mr.
Iaccoca was a good engineer, a
thorough and responsible man,
Mr. Copp replied, "No. His ambi-
tions overwhelmed his sense of

morality."
In recent weeks, the prosecution

has emphasized the fact that the
Ford Capri, a British car, has a fuel
tank located over the rear axle, a
position witnesses have said is saf-
er than the location of the Pinto's
tank behind the axle. In cross ex-

amination, however, Mr. Neal
drew from Mr. Copp an admission
that the Capri's tank location isn't
related to safety, but was placed
over the rear axle solely to create
more luggage space in the trunk.

Outside the courtroom, Mr. Neal
complained that certain aspects of
the prosecution seem to rest on
cases of what "might have been,
and 'if this had happened, then
that would have happened. '"

In the last two weeks, Judge
Harold Staffeldt has said he thinks

this case is being treated too much
like a civil product liability case,
and he has tried to prevent the is-
sues from being broadened from
the narrower aspects of reckless
homicide to include simple negli-
gence.

As Daniel Tankersly, a local at-
torney on the prosecuting team,
has noted, "This criminal case
deals with some of the same is-

sues: a defective product, but not
negligence." Instead, he reitera-
ted, the narrower criminal issue at
stake here is whether Ford was

reckless.

But Ford attorney Mr. Neal has a
different view of the issues. "The

state carrie in saying it was not try-
ing a product liability case but a
straight case under criminal law, a
very narrow criminal case involv-

ing the application of a criminal
statute. Even the issue of defect

versus no defect has limited ad-

missibility."
Mr. Cosentino, however, is

grumbling that Ford is being al-
lowed to handle this case "like a

product liability case, but the state
is (being) restricted."

In its presentation of the defense
during coming weeks, Ford will
among other things attempt to

convince the jury that the heavy
Chevrolet van that rear-ended the

death car was traveling at· a high
speed, colliding with an impact
that would have caused any well-

designed car to suffer the damage
the Pinto suffered. •
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0 r **F Proving profitability'. 6

Seattle survey
f . i. 04 aims to appraise

1 0 health programs
By RHONDA L. RUNDLE11 ., :, I..

Rnancial fitness
A Seattle county agency will be interviewing 20 em-
ployers to determine whether their health promotion

programs, like this one, are not just popular with em-
ployes but also profitable.

SEATTLE-Physical fitness
programs at the office may be pop-
ular with personnel, but do they
really work to cut corporate health
care costs?

That question and others aimed
at determining the true value of
health promotion programs will
soon be put to 20 Seattle-area em-
ployers known to offer such bene-
fits, reports Nancy Gertz, assistant

We're

the largest
corporation
of our kind
in the world
And our risk management corporatioA is just the
kind more and more corporate risk managers
want to do business with.

The Assurex Risk Management Institute
(ARMI), a division of Assurex International

Corporation, is wholly owned and directed by
independent, regional insurance brokers located
in more than 40 states and 16 foreign countries.

Which means when you work with an ARMI
broker, you're doing business with a home office

. always with the same knowledgeable people.
People who know and understand risk
management . . from cash flow plans to
self-insurance to capt ve formation and
management. The ARMI offers complete
analysis-through-implementation capabilities to
help you manage even the most complicated
risks.

Sure, our computers are important, but more
important are our people . . located everywhere,

probably right in your city. And because each
independent Assurex broker is joined in

professional partnership with all other Assurex

brokers, we're the largest organization of our kind
in the world.

For a brief, informative pamphlet, contact your

nearby Assurex International broker. Or write:

Assurex International Corporation, 6500 Busch

Boulevard, Columbus, Ohio 43229.

Stsss
ASSUREX RISK MANAGEMENT INSTITUTE

planner with the King County
health planning council that is un-
dertaking the survey.

"We hope to document the cost-
effectiveness of these programs so
they'll sell themselves to other em-
ployers," noted Bruce Davis, a
member of the agency's health

promotion task force and insur-
ance manager at The Bon Marche,

a chain of 30 stores owned by Al-
lied Stores Corp. in New Y6rk.
"The bottom line is profitability."

Before gearing up a campaign,
the agency needs to know what ef-
forts area employers are already
making and what their results
have been, Ms. Gertz explained.
Have consultants been hired to de-

sign corporate health programs?
What are the setup and staffing
costs? Have employers noted a de-
cline in health care costs? What

about absenteeism? Has produc-
tivity increased? What has been
the impact of such programs, if
any, on employe morale?

The Boeing Co., Weyerhaeuser
Co., First National Bank and Safe-
co Insurance Co. are among the 10-
cal firms already using corporate
fitness programs, Mr. Davis re-
ports. Activities include health
education courses, exercise ses-
sions, stress management instruc-
tion, alcohol and drug abuse
programs, annual physical exams
and group insurance premium dis-
counts for joggers and nonsmo-
kers.

Once the planning council com-
pletes its interviews next month, a
questionnaire will be mailed to

10,000 companies in Seattle with
50 or more employes, Mr. Davis
says. The questionnaire will assess
employers' interest in health pro-
motion activities and attempt to
raise their consciousness about the

benefits of physical fitness to the
company.

The fact-finding sessions and
questionnaires are also expected
to generate enthusiasm about
developing healthier employes
and reducing health care costs.

There's definitely a role for busi-
ness in reducing health care costs,
Mr. Davis says. After reading Busi-
ness Insurance and other media

describing employer cost contain-
ment programs around the coun-
try, he joined the health promotion
committee of the King County
health planning council last year.
The councilis a regional branch of
the Puget Sound Health Services
Agency.

Besides his work on the commit-

tee, Mr. Davis is also checking out
fitness program alternatives for
the 6,000 workers in five states em-
ployed by The Bon Marche. He is
collecting literature and talking
with alocal YMCA directorabout a
health education course and aero-

bic exercise program.
"There's been no pitch to man-

agement yet," Mr. Davis acknowl-
edges, "but we believe the
economic incentive is there to ex-

plore possibilities."
"We're taking a longer-range

view of the problem of rising
health care costs," says Elmer
Kistler, chairman of the health
promotion task force.

Health care is consuming an in-
creasingly bigger chunk of the
funds that are available for wages,
he observes. "The time has come

for some preventive medicine," he
added. .
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Today we have over 4,000 highly But that's not the only place youll
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editorial opinions

Raising the standards
EMEMBER NATIONAL Student

Marketing?

For those who don't remember the go-go

years of the 1960s, National Student Mar-
keting was the whiz-bang, whiz-kid firm
that in the late years of the decade
emerged as a revolutionary force market-
ing goods to college students via mass
merchandising, using the "revolutionary"
approach of college students themselves
as salespeople.

With a self-acclaimed brilliant young
chiefexecutive named Cortes Randall and

his young management team, the com-
pany raced to swallow up myriad firms
supplying everything from beer mugs and
sweatshirts to insurance. Using its high-
flying common stock, which skyrocketed
to $36 a share in 1969 from $1.50 in 1968,
bouncing around wildly at times, the com-
pany became the sweetheart o fWall Street
and maker of millionaires.

Now it has made history in another way,

by changing the extent to which lawyers
must worry about their responsibilities to
shareholders in the event they are aware of

corporate wrongdoing by corporate cli-
ents. Ultimately, lawyers will have a

tougher time buying insurance against

professionalliability, and they'll be paying
more for what they get, as a result of what

happened at National Student Marketing.

Two of the nation's preeminent law
firms-Lord, Bissell & Brook of Chicago

and White & Case of New York-were in-

volved in the NSM case. NSM's profits
were found to be largely illusory, and vari-
ous securities laws had been violated dur-

ing takeovers while Randall touted the
company's stock.

To make a long story short, the Securi-
ties and Exchange Commission said law-
yers have a responsibility to shareholders
to prevent them from being defrauded
when aware of wrongdoing by a client that
would result in damage of the sort suf-
fered by holders of NSM stock-the
company's ultimate collapse cost inves-
tors more than $100 million.

At long last, a tentative settlement of
several key legal cases is at hand. It ap-
pears Lord, Bissell & Brook and two of its
partners will pay dearly for what hap-
pened, to the tune of $1.3 million; White &
Case settled earlier by agreeing to set up
internal controls assuring compliance
with federal securities laws.

Lawyers are worried that they will be

expected to become whistle-blowers,

hurting the relationships they have with
clients.

What it all adds up to is that lawyers, if
not whistle-blowers, can no longer remain
silent in the face of lawbreaking. Like pro-

fessionals in other fields-agents, brokers,

accountants, doctors, corporate directors
and officers-they are now held to a higher
standard of performance.

Make a loan
 ORPORATIONS and other benefit

plan sponsors should consider loan-

ing their benefit chieftains and pension
experts to the government to help the
President's Commission on Pension Pol-

icy in its work.

Barbara Torrey, deputy director of the
pension commission, noted not long ago
that General Mills had loaned a financial

analyst to the commission. The benefit?
"We gain perspectives we would not other-
wise have," Ms. Torrey said.

For employers; this is an invaluable op-
portunity. For too long, government task
forces have used academics and bureau-

crats to make the studies and pull together
the statistics that become the basis for ill-

conceived legislative efforts.
One step on the road to sane govern-

ment is the participation of corporate ex-
perts in the federal and state legislative
processes.

For all the interest employers have in
benefit pension and risk/insurance issues,
there is too little active involvement on the

part ofbenefit managers or risk managers
in lawmaking.

Perhaps not all federal commissions are
as receptive as the task force on pension
policy, but we'd like to see more of these
"executive loans."

This would certainly be one way to cor-
rect the initial failure of the Commission

on Pension Policy to name any high-level
corporate benefit executives to its panel.

It's time for companies to donate their
managers to the commission for the dura-
tion of its tenure.
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letters

Business Insurance welcomes letters from its readers. Please keep your
comments as brid as possible and we reserve the Tight to edit or shorten
letters Br clarity or space. Please send your comments to Letters to the
Editor, Business Insurance, 740 N. Rush St., Chicago, m. 60611.

Appalling editorial
To the editor: Until your edito-

rial on "Abortion inequities" ap-
peared in your Jan. 21 issue, I was
proud to be a member of the insur-

ance profession. Now I am ap-
palled, to say the least, that a
recognized insurance magazine
would take a stand that apparently
endorses the murder of unborn in-

fants.

You mention that "a person has
a right to make a personal decision
to have an abortion." May I ask
what becomes of an unborn baby's
right to live should the mother
have an abortion? All of the deci-

sions handed down by courts or
laws created to reflect the will of

the people do not change the sim-
ple fact that abortion is murder.
What has happened to us that we
place so little value on a human
life?

Charles G. Haake

Treasurer

Chas. G. Haake & Sons Inc.

1820 Main St.
Kansas City, Mo.

Editor's note: We neither endorsed

nor condoned abortion, preferring
not to take a stand on that issue by
itself. Rather, we pointed out that
given the law of the land and per-
sonal betiefs held by many people
who disagree with you, employers
should cover legal pregnancy ter-
mination costs under benefit plans
as they cover other illness.

Less is more
To the editor: Your reasoning in

youreditorials improves in inverse
proportion to their length. In the
long "Abortion inequities" edito-
rial (Jan. 21):

• Employers should pay for
abortion.

• Abortion may be murder, but
not legally.

• Employers should pay for pos-
sible murder until we find out (as

long as it's legal).
Frankly, I liked your reasoning

in the short longshoremen's edito-
rial better:

• The government suppressed
the facts.

• The facts leaked out eventu-

ally.
• Truth wins out.

Truth will eventually win out in
the abortion holocaust, too. Until

then, for all the possible "mur-
ders," let's pray for a population
explosion in heaven (of little
tykes).

Thank you for your excellent
short editorials!

Richard D. Conway, CPCU
President

The Conway & Conway Co.

Cleveland, Ohio

Abortion abhorrence

To the editor: I take great per-
sonal and professional exception
to your editorial "Abortion in-

equities," published in the Jan. 21
issue. You speak of the inability of
any legislative body to reverse the
Supreme Court decision on abor-
tion as "proof enough of what this
country's populace basically be-
lieves about personal medical de-
cisions, made by individuals."

Survey after survey has shown
that the vast mjority of Ameri-
cans abhor this horrendous legal-
ization of murder. You are

operating with your head in the
sand if you believe that a liberal
Congress controlled by special in-
terest groups, and individual
members concerned only with the
maintenance of their own status

quo, represents the feelings of
most Americans, on the abortion
issue or any other. Sen. Ted Ken-
nedy is a perfect example of one
who has publicly stated that he
supports the Pro-Life Movement,
yet for political expediency votes
to defer a national referendum.

We, as intelligent beings, con-
tinue to refuse to learn from his-
tory. Every great society has
disintegrated through the dis-
solvement of its moral fiber. The
Greeks of old would place a sick
child out on the mountain. Ifit sur-
vived, well and good; if not, they
proved their point. Our society has
advanced technologically and we
now murder our children while

still "protected" in the mother's
womb by sophisticated and sterile
surgical techniques. What is the
next step? What should we do with
all the mental and emotional de-

fectives? Perhaps we would se-
riously lower the loss ratio of
health and medical carriers

through euthanasia, thereby in-
creasing their profit.

We have much to fear in our in-

dustry and nation with "Big
Brother" encroaching daily on our
personal values and freedoms.
Perhaps we should emphasize
Christian values on sexuality and
the sanctity ofthe human body, in-
stead of cleaning up our transgres-
sions with a surgeon's knife.

I have no desire to see our
women return to the underground
butchers; but rather, I see a day of
respecting life, and a positive ap-
proach to a difficult dilemma.

Shame on you, BI, for pressing
your liberal beliefs on your sub-
scribership.

Nelson J. Nix

Carmel, Ind.

Editorial insult
To the editor: I am compelled to

Continued on page 80
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HIGH MARKS FOR CG PEOPLE
AND THE A+ PENSION PRODUCT

ACCUMULATOR+ is the name of Connecticut General's defined

contribution pension product. It's getting high marks from pension buyers
because of the flexibility and the comprehensive administrative services
it provides.

Another important advantage is the excellence of CG people - from
the Group Pension Representative who works closely with you to the people
who achieve such impressiveinvestment results from the mdre than $8 billion
in pension funds we manage.

For more information, ask your agent or broker to put you in touch with
one of our CG Group Pension Representatives. We'll come through for you.

CONNECTICUT GENERAL INSURANCE CORPORATION, HARTFORD. CONNECTICUT

COMING THROUGH FOR YOU THAT3 WHAT CG PEOPLE Da

6



10 / business insurance, February 18,1980

1-

BOSTON and BIRMINGHAM

are first lines of defense against spiraling insurance costs. To call in the
ARMI Assurex Risk Management Institute in these areas (or

elsewhere in more than 40 states and 16 foreign countries) call your
Assurex International broker

FRED C. CHURCH. INC. 24 Merrimack Street 2217 7th Avenue, South

Lowell, Massachusetts 01853 Birmingham. AL 35233

McGRIFF & SEIBELS, INC.

617-458-1281 205-252-9871

 See our ad on page 6

Older workers

stay on job, boost
costs: Hewitt

LINCOLNSHIRE, Ill.-In-
creasing the mandatory retirement
age has boosted costs for many
employers, as a substantial num-
ber of salaried workers remain on

the job until age 70 and companies
maintain pension and group life
insurance benefits for these older

workers, a Hewitt Associates sur-
vey indicates.

In the 582 U.S. companies sur-
veyed for the "Hot Topics in Em-
ploye Benefits" Eeport, an average
45% of the 65 or older salaried em-

ployes continue to work. The num-
ber of over-65 employes ranges

Risk • Man • ag • er /risk man-ij-er/ n: A
person who is given the responsibility to min-
imize corporate exposure to losses from fire,
theft, vandalism, arson, and other destruc-
tive influences.

VIS • 1• GARD / Viz-e-gard/ n: A system
proven 20 times better at detecting intrusions
by man and nature than any other system
available, therefore, z=======

minimizing exposure .=/.=.
-

to losses resulting from  = y _- =- = -==

---

fire, theft, vandalism
and arson.

Visigard® is based on the
principlethatany unauthorized
change of scene creates an
alarm situation - Day or night -
Indoors or Out- Visigard does
not wait for heat or smoke to

build up before alerting you to
fire - Visigard instantly traces
an intruder, directing you to
his presence or hiding place -
Visigard is tamper proof, cost
effective and easy to maintain.

Please forward further information.

Name

Title

Company

Address

Phone

VideoTek, Inc.
V SIGARD from Video Tek: Security That Shows.
8 Morris Avenue, Mountain Lakes, New Jersey 07046 / (201) 335-1628

-1

1

from an average of 34% in larger
companies, where more employes
are in the over-65 age bracket, to
61% in smaller companies where
there are fewer older employes.
Non-manufacturing companies re-
port an average 47% o f over-65 em-
ployes remain on the job.

Only 26% of the surveyed com-
panies use the executive exemp-
tion, with large manufacturers
much more likely to do so. Only 9%
of the manufacturers with sales of

less than $100 million use such an
exemption, while 44% of the man-
ufacturers with sales of more than

$500 million do so. Among non-
manufacturers, 28% use the ex-
emption.

Although not required to do so
by the Age Discrimination in Em-
ployment Act, about half the sur-
vey participants provide increases
in pension benefits to employes
working past age 65. Among the
497 firms with defined benefit

plans, 49% provide some sort of
pension increase.

The means of recognizing em-
ployment past 65 varies. Some
companies recognize service or
pay increases granted past age 65;
some extend future benefit im-

provements to all employes re-
gardless of age, and others grant
actuarial increases for years of de-,
layed retirement. Of the 241 com-:
panies providing benefit

increases, 66% use some combina-
tion of these methods.

In 52% of the surveyed compa-
nies, the amount of life insurance'
coverage for employes ages 65 to
70 remains unreduced. Twenty-six
percent will make a one-time flat
percentage reduction at age 65,
and 19% will make graduated re-
ductions, usually beginning at age
65.

The survey also found that:
• 59% of the respondents pro-

vide dental benefits, with 15% con-
sidering such coverage.

• 15% provide vision care cow
erage, with another 6% consider-
ing such a plan.

• 83% of surveyed companies of-
fer physical exams to some or all
salaried employes. Alcohol/drug
abuse programs are offered by
34%; smoking control by 8%; and
weight control programs by 5%;
recreational facilities by 16%,
mainly to all salaried workers, and
health/athletic club subsidies are

offered by 17%, mainly to execu-
tives.

• 43% of survey respondents
have granted at least one pension
increase to retirees since 1973, but
only 13% of manufacturers with
sales of less than $100 millioR did
so, versus 58% of those with sales

of more than $500 million. Forty-
six percent of the nonmanufac-
turers granted increases.

• When bonuses are paid and
the company has a defined benefit
pension plan, 51% of the respon-
dents exclude annual bonus

awards from the definition of pay
used to compute pension benefits.

. Nearly 40% of the companies
provide supplemental death bene-
fit coverage for executives only,
usually on a preretirement basis:
additional or higher limits of term
insurance, split-dollar life insur-
ance or survivor income benefits.

• Almost one-third of the com-

panies offer a supplemental retire-
ment plan for.executives, and 52%
of those companies said the main
purpose of such a plan is to com-
pensate for benefits lost under the

basic plan because of ERISA. •
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With the magnitude of business risks
expanding, sophisticated techniques are
being developed to determine more pre
cisely the optimum degrees of risk reten,
tion for a company's exposures.

A brief review by INA of an insurance
topic of interest to business executives.

In an increasingly demand-
ing economic environment, cor-

porate financial executives are re-
examining the capital and cash
flow needs of their businesses.

Part of this analysis focuses on
the cost of business insurance,

which in the typical corporation
has risen in direct proportion to
expanded exposures. In this en-
vironment, corporate risk man-
agers are attempting to structure
their insurance programs to help
enhance cash flow without

jeopardizing financial results
through inadequate protection
against losses.

Specifically, they are looking

for ways that will help determine
the most productive retention
levels for their companies' grow-
ing exposures to risk and finan-
cial loss, recognizing that the
ability and willingness to bear
risks can vary sharply from one
company to another.

For example, it might be
advantageous to retain, either
partially or completely, such
exposures as automobile fleet
physical damage and workers'
compensation, where losses tend
to have a high degree of predict-
ability. Dollars that would oth-
erwise be committed to insur-

ance premiums would then be

available for corporate use. Be-
fore setting specific retention
levels, however, a determination
is needed of the maximum a-

mount of loss, in dollars, a com-

pany would be willing to bear.
Based on trend analysis, the

availability of coverages and,
most important, personal
knowledge and judgment, there
are several approaches to estab-
lishing this amount.

Maximum retention limits

Perhaps the most common,

particularly for publicly held
companies, is an earnings-per-
share determination, in which

uninsured losses are retained up
to the limit where they will ad-
versely impact the company's fi-
nancial results. This figure is
sometimes set at five percent of
the company's operating earn-
ings for its most recent year.
Thus, a company reporting pre-
tax earnings of $60 million
would not retain risks with a

maximum possible loss in excess
of $3 million.



Retention Levels
A second method is to use a

percentage of net working capi-
tal, generally between one per-
cent and five percent. This
method is frequently employed
because it is based on corporate
liquidity.

And a third method is based

on an earnings-and-surplus
yardstick. Here the limit of re-
tained losses is set at a given
percentage of current retained
earnings, plus an equal percent-
age of average pretax earnings
over the preceding several years.

In each case the figure repre-
sents an aggregate maximum re-
tention for alllines. It is usually
fixed at the beginning of each
fiscal year to reflect an up-to-
date picture of the company's fi-
nancial position.

Arriving at specific
retention levels

Having ascertained a maxi-
mum retention amount, the next
step is to determine the opti-
mum choice among a number of
possible specific retention levels.

This is done by a fairly com-
plicated procedure. Essentially,
it consists of taking two varia-

bles - the maximum retention

figure expressed as a company
risk tolerance level, and another
factor called the "risk-adjusted
cost" - and using them as the
two axes of a graph. Various re-
tention options (such as com-
plete self-insurance, $10,000
deductible, $50,000 deducti-
ble) are then plotted on the
graph as curves. The best deci-
sion at a given risk tolerance
level is that option having the
lowest risk-adjusted cost.

An example is i large inte-
grated oil company with an ex-
perienceof720 propertydamage
claims, both open and closed,
over a recent three-year period.
The average severity was
$11,214, with a maximum pos-
sible loss per occurrence of $2.5
million. The expected frequency
was 240 occurrences a year and
the expected aggregate loss was
$2,691,464.

After taking into account
both the expense of self-
insurance and the premiums for
commercial insurance with vari-

ous deductibles, risk curves were
computed and plotted for a
number of options. They in-

Why risk a lot for a little?
Behind all methods of risk analysis is some

tried-and-true economic wisdom. For example,
when the likelihood of loss is remote, but would
be severe if it occurred, both theory and practice
suggest the same answer. Insure.

.46 01,>
-

cluded full retention of the risks

by the company; partial reten-
tion, with a large deductible;
and full coverage by commercial
insurance. The results indicated

that at the company's risk toler-
ance level, the preferable option
would be an insurance policy
with adeductible of $1 million.

Even with the assistance of

techniques such as these, setting
risk retention levels remains a
subtle and sometimes demand-

ing process. Risk managers have
found that consultation with in-

surance agents, brokers, and
companies providing insurance
products as well as self-insurance
services is often invaluable in ar-

riving at viable solutions.
***

The Insurance Company of
North America was founded in

1792 in Independence Hall,
Philadelphia. Today it iS the
largest component of INA
Corporation's international net-
work of insurance and financial

service companies. In property
and casualty insurance and risk
nnanagennent services, life and
group insurance, health care
management, and investment
banking, INA and its affiliated
companies offer a unique combi-
nation of products and services
to business and industry around
the world.

INA insurance products and
services are available through se-
lected independent agents and
brokers. For an informative
booklet on determining risk re-
tention levels, write INA, 1600
Arch Street, Phila., PA 19101.

INA
The Professionals
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break open -
Proper planning for an

emergency before it happens
can save hundreds of thou-
sands of dollars and many
production days. Our
experience shows, how-
ever, that few plants have
made any formal, in-depth
plans to get back into produc
tion prior to an accident.

Hartford Steam Boiler's

pre-emergency and recovery
program, PREPARE, outlines
a predetermined action plan
for electrical, mechanical,
and pressure equipment,
plus certain production ma-
chinery Its purpose is to
reduce the length of time
between the occurrence of
an accident and the return to

normalcy This data collec-
tion system can trigger a
financial savings by mini-
mizing production delcrys
and repair expenditures.

PREPARE'S effective-

ness relies heavily on prior

gathering, classification, and
periodic updating of all perti-
nent data. When properly
maintained, PREPARE can
result in a quick, effective re-
sponse and recovery from an
otherwise crippling accident.

PREPARE, designed
and tested for over three

years by our engineering
staff, is c[ valuable risk man-
agement tool for our policy-
holders who need to

formalize their pre-emer-
gency plans. It's one more
way Hartford Steam Boiler is
providing its insureds with
building blocks for establish-
ing and maintaining effec-

tive in-house risk manage-
ment programs.

A special issue of The
Locomotive, our quarterly
engineering publication,
elaborates and emphasizes
the need for pre-emergency
planning. A free copy can be
yours by sending this coupon.

I realize that PREPARE is reserved only for
Hartford Steam Boiler insureds, but please
send me a free copy of The Locomotive, so

1 I can learn more about pre-emergency
planning.

Name

 Title

Company

Address

City

State Zip
Send coupon to: 81

HARTFORD
STEAM BOILER
INSPECTION AND
INSURANCE
56 Prospect Street, Hartford, CT 06102
We help more risk managers
manage risks better.
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Physical exam clinics nip
disease, costs in the bud

Test Center, another clinic in the
Chicago area.

Although success is difficult to
measure in dollars and cents, cen-
ter administrators are convinced

such testing is a bargain despite its
relatively high price. Several ex-
ecutives examined at the Housto-

nian, a Houston clinic, were found
to have potentially serious heart
disorders "they would not have
felt at the onset," said a director of

 the center.

CHICAGO-If it's good for one,
it's good for everyone.

That's the way many health-con-
scious corporations view the
health testing centers that are be-
ginning to thrive on executive pa-
tronage. Some firms are

promoting the comprehensive
medical examinations to all em-

ployes.

Cahners Publishing Corp. here
offered Portes Cancer Prevention

Center tests to all 275 employes
and paid two-thirds of the $95 bill.
Forty percent of the employes ac-
cepted the offer.

"We got a lot of people to see a
doctor who hadn't had an exami-

nation in a long time," remarked
personnel director Ernest Kum-
men "Most of them found out they
were fine and that led to a good
feeling that rubbed offon the com-
pany."

..fl
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Risk management services

Not everybody was fine. The
Portes testing led to one Cahners
employe undergoing two success,
ful surgical treatments for a dis-
ease discovered by the tests.
Several women employes received
additional tests covered by
Cahners' medical plan, at the urg-
ing of Portes physicians.

"Top management has always
had an annual physical, even
though it wasn't paid for by our

health plan," Mr. Kummer ex-
plained.

"When we decided to expand the
opportunity, I started researching
Portes."

Portes in Chicago does not stand
alone; comprehensive test centers
that search beyond a routine

doctor's office physicd to detect
diseases early are setting up shop
around the country.

Administrators of the clinics

contend the examinations can pre-
vent future maladies because the

extensive physical data they
gather on each patient helps doc-
tors predict what health problems
are likely.

"It's preventive medicine done
in a good, sincere way," said Den-
nis Streelman, administrator ofthe
Hindsdale Comprehensive Health

The Hindsdale center, one of a
dozen disease detection centers in

the Chicago area, examines 4,000
to 5,000 people a year. Although its
doors are open to the public, 60%
to 70% ofthe patients are corporate
executives sent by their employers
to undergo the testing, as is the
case at most centers.

Essentially, centers like the
Hindsdale put people through a
complete medical exam including
the medical history o f the individ-
ual and family, hearing, lung and
blood tests, an EKG, serology, thy-
roid profile, proctoscopic, chest X-
ray and other tests. Pap smears are
performed for women.

The patient is given a one-to-one
consultation with a doctor to dis-

cuss the test findings and whether
lifestyle may be bringing on a par-

Continued on page 20

Robert Gordon (left) once spent 10 days in a Singa- Harold Smith (right) has tracked down missing robots
pore court helping convict a corrupt ship captain, and and violins.

Big firms say 6 no thanks'
to public adjuster service

By ELLIS SIMON

NEW YORK-Public adjusters
say they can present claims to in-
surers better and faster than the

policyholders they represent, but
many risk managers respond: "No
thank you. We and our brokers can
do it ourselves."

"If a large loss is to be handled
completely, it must be done by
someone who can live with the loss
till it is settled," maintains public
adjuster Robert D. Gordon of Bos-
ton.

Only a public adjuster has the
ability to devote the time and ex-
pense to preparing and document-
ing a claim, argues Mr. Gordon,
whose firm specializes in pre-
paring claims for policyholders on
large or unusual losses ranging
from burglaries to cargo damage.
The risk manager, he says, can't af-
ford to do this himself.

"We relieve the risk manager o f a
tremendous effort when his ener-

gies should be devoted else-
where," Mr. Gordon says.

Norman Chanzis, director of risk
management at American Stan-
dard Inc. of New York concedes

public adjusters can ease the han-
dling of a loss by taking inventory,
preparing the claim and following
through. But, he adds, "The public
adjuster's importance is greatest
for the small firm that cannot take

people away to count inventory.

"Large companies usually em-
ploy large brokers with fully
staffed claims departments to take
over the handling oftheir claims,"
Mr. Chanzis continued. "For a

large fire loss, we have the ability
to set up and establish a claim."

"We wouldn't necessarily use an
adjustment bureau as a counter-
measure to an insurer and its ad-
juster," said Joseph V. Yandoli,
director of insurance at Columbia

Natural Gas Co. of Wilmington,
Del. "I'd do it myself with my bro-
ken"

As soon as a loss occurs, people
at Columbia Natural Gas are pre-
pared to conduct an audit to deter-

mine the cost oflost work time and

materials, he explained.
"I wouldn't call in a public ad-

juster, unless I got an indication
from the carrier's adjuster that I
had a problem," said William Blick
Jr., assistant treasurer for The Al-
len Group Inc. of Melville, N.Y.

"If your risk management pro-
gram is designed properly, the
need for an outside adjuster is
minimized. A good risk manager
preplans a loss by designing his
program to take into account most
probable losses and the resources
needed to substantiate the losses
you are preparing for.

"I'm not downgrading the public
adjuster's ability, but they're tak-
ing the client's responsibilities for
a fee. The risk manager ofthe fairly
large firm was hired to do that."

Policyholders usually hire a
public adjuster to represent them
on an unusual loss or if they be-
lieve they don't have the experi-
ence to properly handle the claim
themselves, said Harold J. Smith,

Continued on page 21
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Odd cases make

adjusters' lives
read like a book

NEW YORK-Adjusters lead the lives of fictional heroes.
A robot insured by Lloyd's of London for $75,000 was being

transported from Chicago to New York when its owner and chauf-
feur stopped for the night at a motel in Pennsylvania. The next
morning the robot was gone and an insurance adjuster-Harold J.
Smith of New York-was on the prowl for a missing robot

Offering a 10% of value reward for the robot's return, Mr. Smith
told his story to the wire services. The next morning, a New York
newspaper carried a cartoon of a robot calling Mr. Smith from a pay
phone and saying; "Make it an even 10 grand and I'll tell you where
I am."

In his 33-year career as an adjuster, Mr. Smith says he has never
found it boring and professes his "love of the business" is one o f
the reasons for his success. His firm employs 150 persons in 15 of-
fices around the country and works extensively for Lloyd's ofLon-
don.

It is not unusual for Lloyd's and other insurers to post rewards
for stolen or missing property, Mr. Smith notes, but most insurers
insist on tracking down the property and the crooks.

Public adjuster Robert D. Gordon of Boston once had to spend
10 days in a Singapore courtroom helping convict a corrupt ship
captain so his client could recover losses on a fidelity policy.

The client's ship was towed to Singapore for repairs and the orig-
inal crew was relieved, he recalled. The new captain, believing the
ship would be scrapped, arranged with a receiver to have the ship's
machinery and spare parts stripped.

However, the client's representatives returned to begin prepara-
tions for repair work only to learn, with full documentation in the
ship's security log, ofthe captain's deeds. Mr. Gordon had to retain
a ship surveyor to determine the value of the missing items.

Mr. Smith was once asked to determine the value of a Russian
bear's ear. A 24,000-pound sculpture of a Russian bear was being
trucked from Port Authority piers in New Jersey to Pepsico's
headquarters in Purchase, N.Y., when it struck an overpass on the
approach to the George Washington Bridge and the bear's ear was
knocked off.

Contacts with experts on antiques and other rareproperties have
led to recoveries of stolen goods. A violin expert reported to Mr.
Smith that he had come upon a $17,000 Stradivarius that, it turns
out, was stolen.

The instrument was returned to its owner who, while waiting to
depart from an airport the following day, placed it on the floor only
to have it stolen again, Mr. Smith said. The violin is still missing.
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LOUISVILLE and OMAHA

are firs- lines of defense against spiraling insurance costs. o call in the
ARM]. Assurex Risk Manage-nent hstitute , in these areas (or
elsewhere in more than 40 states and 16 foreign countries: cal idur

Assurex Internatioral broker.

NAHM, TURNER, VAUGHAN THE HARRY A. KOCH COMPANY

29th Floor Omaha, Nebraska 68105
Firs, Nati:mal Tower 402-558-7000

Louisville. Kentucky 40202
502-561-1500

2121 South 44th Stree

See our ad on page 6
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Public adjusters
challenge clout
of home office

NEW YORK-If ycu don't hire a
public adjuster, it's you and your

broker with-or against the in-
surance company adjuster

That can be a tough problem
now that insurers are increasingly
keeping claims settlement control
in the home office ins.€acl of re-

leasing it to the field agents, public
adjusters argue.

"It's extremely difficult for
someone in an office in Los

Angeles to properly deal with a fire
loss in Boston or New York," said

Harold Smith, a public adjuster in
New Yark. "Some ad-usters act

11

like messenger
boys. An adjuster
should take re-K
sponsibility and s.(-,bE
give his recom- \
mendations."

Lloyd's and other excess/sur-
plus insurers tend to give more au-
thority to their adjusters in the
field than the standard companies
withextensivenetworksofbranch

and regional offices, he noted.
Insurance company adjuster au-

thority varies in different parts of
the country, noted Edwin Hoch-
berg of Sapperstein, Hochberg &
Haberman o f New York. "In some

parts of the country, an insurance
company adjuster can settle a $1
million claim on the spot. In other
areas, he can't do a thing without
calling in experts."

Metropolitan New York, with
"experts." available in quantity
and offices of most major insurers
with claims people wanting to get
involved, is a particularly tough
place for settling claims quickly,
he said.

The small person who doesn't
have clout at the home office gets
hurt the most by this, Mr. Gordon
said.

Risk managers have different
tactics for working with insurance
company adjusters.

William M. Blick of The Allen
Group Inc. in New York, says he
"feels definitely in an adversary
position" when meeting with an
insurance company's outside ad-
juster.

"To justify his fee, the adjuster
tries to reduce the loss for his cli-

ent. Sometimes their positions are
annoying to a buyer who feels he
has good relations with his car-
rier," Mr. Blick said.

"If you doubt whether an item is
covered, include it in the claim and

let the adjuster dispute it," said Jo-
seph V. Yandoli, director of insur-
ance for Columbia Natural Gas in

Wilmington, Del. "Most adjusters
are looking for something to throw
out. They must show they've saved
some money."

The posture of insurance corn-
pany adjusters trying to settle the
cases for the "lowest basis possi-
ble" has lessened over the past 10
to 15 years, said Norman Chanzis,
director of risk management at
American Standard Inc. in New
York.

"Be completely open in dealing
with adjusters," Mr. Chanzis rec-
ommends. "If you're open, they'll
respond to you."

Mr. Chanzis also suggests "act-
ing as if you had no insurance" by

trying to protect the remaining
property. .

NFPA seeks
comments

BOSTON, Mass.-The National
Fire Protection Assn. is seeking
comments on 48 technical commit-

tee reports on which action will be
taken at the 1980 NFPA meeting
Nov. 17-19 in San« Diego. Com-
ments are (fue by April 28.

Single copies of the reports, to
be published in late February and
shipped parcel post, will be availa-
ble free and additional copies will
cost $8. If first-class delivery is de-
sired, postage charge will be $3.50
per copy and payment must _ac-
company the order. Send requests
and orders to the NFPA publica-
tions sales department, 470 Atlan-
tic Ave., Boston, Mass. 02210, and
specify Catalog No. TCR-8OF. •
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Javier Barcaiztegui
Director International Department
Gil y Cari(ual, SA
Madrid Spain

Daniel Kerryn
Director, International Ditision
Boets & Begault SGMN
Brussels, Belgium

Henri Sommer
Director, International Department
Gras Sacoye, S.A.
Paris, France

S. Robert Beane

Managing Director
Johnson& Higgmhp A
Milan Italy

One key reason is our Perrnanent Working Group, the
unique capability Johnson & Higgins developed years
agotoserve multinationals, European or American.

The PWG is composed of senior operating
executives from J&H in Europe and our network of
exclusive European-based correspondents. Through
this network, J&H serves more leading multinationals
than any other broker.

The regular working sessions of the PWG and the
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Ronald K. Westhorp
Director Willis Faber & Dumas Ltd

Ipswich Fngland
Herman B Verbon

Manager, International Department
Mee4 & Zoonen

Rotterdam Nethertand

n

Christian R. Dahms
Vice President

Jauch & Hubener (imbH

h ankfurt. Germanv

Peter B. Bickett

Senior Vice President

Johnson & Higgins
New York, NY

annual J&H European network conference have built a
client service delivery system matched by no other broker.

The longstanding personal relationships of the PWG
members and the cohesiveness and flexibility of
our network permit J&H to convene swiftly specialists
needed on behalf of a client anywhere in Europe on
a moment's notice.

And that can make a world of difference to your
company.

Johnson@Higgms
The private insurance broker. \A answer only to you.

RISK AND INSURANCE MANAGEMENT SERVICES, EMPLOYEE BENEFIT AND ACTUARIAL CONSULTING THROUGHOUT THE WORLD
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WH ON A 5 MILLION
LIENT

COMPLAIN 0[)ABOUT
THE HIG OST OF
HIS INSURANCE,
WE TOLD HIM TO

WRITE HIS 0
When one of our major clients started

complaining about high premiums, we
told him exactly where to go.

Because we couldn't offer him lower
costs (and no one else could either), we
told him to start insuring his risks himself.

Of course, we didn't make such a
suggestion without first working with his
broker to analyze his companys specific
needs and problems.

Once we did, we told him why he
should start his own captive. We told him
the kind of captive he needed. And we
even showed him how to go about setting
one up.

Now it may seem strange that we
would actually encourage a company to
write its own insurance, but we'll profit
from it too.

Our client now has his own captive,
but we manage it through American
International Company Ltd., based
in Bermuda.

(In addition, AIG Risk Management

than 130 different countries.

For more information on it, send in the
coupon below.

If you're thinking of going into the
insurance business, you couldn't ask for a
better opportunity than to learn the busi-
ness from us.

AIG'S"WRITE YOUR OWN" POLICY
1- ----------7

arranges admitted domestic policies and
American International Underwriters

provides overseas admitted policies.)
We think our Captive Policy, or our

"Write Your Own" Policy as we call it, is
the best coverage available.

We've had 35 years of experience with
captives, and today we pro-
vide facilities for 100 of the

600 known captives.
In fact, we handle six of

the top ten U.S. industrial
corporations.

Our companies are un-
matched in their ability to Name

issue admitted policies world-
Firm

wide. And our reinsurance

network, through AIU, is bet- AddreRq

ter than anyone else's.
Our "Write Your Own"

Policy is just one of more than I
300 programs AIG offers,
through our more than 160member companies, in more 

Please send me more information on your Captive fadlities.
American International Group

Dept. A, 70 Pine Street, New York, N.Y 10005

Tel

0,
WEOFFER MORE KINDS OF INSURANCE

THAN ANYONE IN THE BUSINESS.
We welcome inquiries from any licensed agent or broker. You don't

have to be a regular producer to place business with an AIG company. E
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Clinics nip disease, costs in bud
Continued from page 15
ticular health risk.

At the Houstonian, the $390
exam fee includes not only a con-
sultation with a doctor, but a ses-
sion with a nutritionist on ways to
enhance health with proper diet.
The Houstonian's administrators

limit their staff doctors to seeing
four patients a day to allow each
doctor more time with the individ-

ual patient, said Frank Jambois,
vp and director of medical ser-
vices.

Special equipment
Tenneco Corp,, Galveston-Hous-

ton Oil Co., Weaver Oil Co. and
Conoco Oil Co. are among the
Houstonian's clients. Tenneco,
which maintains a fleet of corpo-
rate aircraft, sends its pilots to the

center for periodic exams, Mr.
Jambois said.

The Portes Center's $95 fee for a
basic examination, which acting

Strengthen
bond rules:
New firm

NEW YORK-A new firm hop-
ing to establish itself as the techni-
cal service arm of the surety indus-
try is promoting more control by
surety underwriters.

Alfred Wilner, president of Al-
fred Warner Inc., parent company
ofthe new firm, is advising surety
companies to toughen their under-
writing procedures:

• Progress/payment reports
should be made to the surety com-
pany at least monthly.

• The job site should be visited
at least monthly.

• Control should be exercised

overajob whenthe bidisbeingput
together.

• The technical ability of a con-
tractor to complete the job should
be evaluated in terms of his past
job experience, staff size and field
o f expertise in addition to his past
bonding experience.

• Changes in management of'
contracting companies that could
affect future performance should
be noted.

Larger surety underwriters al-
ready exercise these controls, Mr.
Wilner said.

Wilner & Sarno Associates, a
subsidiary of Alfred Warner Inc., is
being created to help surety under-
writers.

"We'd like to think we can re-

duce losses, help defend against
claims and help complete the job,"
Mr. Wilner said.

The new firm would generally be
called in "in the event of failure of

the contractor/subcontractor to

complete work and the bond is in-
voked," Mr. Wilner said.

It will work mostly with surety
firms but also with construction

companies, helping them with
lawsuits •

2 workers hurt

at arena site
ROSEMONT. Ill.-Two workers

were injured when a section of
bleachers collapsed lastweek at a
stadium under construction here
where five workers were killed in a

roof collapse last August (BI, Aug.
20).

A problem with welds caused
the bleacher collapse, Rosemont
mayor Donald Stephens said.

Concrete Erectors Ltd., em-
ployer of the injured workers,
could not be reached for comment.

It's known, however, that each
contractor arranges for its own
workers compensation insur-
ance. •

medical director

Dr. Miguel Ovie-
do calls a "relative

bargain," pays for \_bIA
computerized ph
data compiling P.

and medical testing equipment not
usually available in a general
practitioner's office.

The Portes center yearly tes.s
about 17,000 persons, mostly cor-
porate executives, for cancer,

through multiphasic examina-
tions.

The data can be pocled to show
disease trends for ' high risk"
groups of employes, Dr. Oviedo
said. "If we want information on

diabetes, we can pull:he informa-
tion on all obese peogle; ifwe want
information on lung cancer, we
can pull information on heavy
smokers."

Johnson & Johnson Corp. in

Chicago sends abc ut 100 of its -0-
cal executives to Portes annually
and semiannually. "We're very
satisfied because the exams are ex-

tremely thorough and we'd defini-
tely recommend it to other

companies," said Richard
Stephens, director of personnel

Premiums reduced

Although there's no way to
gauge it financially, Mr. Stephens
said he thinks the mcve is cost-ef-

fec tive because the company is
saving possible long-term disabil-
ity payments and the potential
losses from having a high-placed
executive off the job and unable to
contribute to torporate opera-
tions. "We've got a considerable
amount invested in our executives

and zhis is a kind of preventive
maintenance," he said.

Mr. Streelman of the Hinscale

cenler said the cost saving has
shown up in one company wh=s€
health insurance premiums are be-
ing reduced after it offened
mulriphasic tests to its employes
and half the workers responded.

"We're going to see more of this
type c f concrete proof," he said.

Health insurers generally sup·
port the concept of these tests be-
cause they favor all attempts tc
consrol health care costs.

Ed Harris, director of group un-
derwriting for Prudential Insur-
ance 30., said the insurer covers

varying amounts for physical ex-
ams including comprehensive
health screening. Companies dis-
mayed by the ini:ial expense ofthe
exams should remember the coss

will Trobably translate into .lower
health insurance premiums in the
future, he said. •

THE COST TRAP
IN HEALTH CARE
COVERAGE.
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"We gol a lot of people to see a
doctor who hadn t had an examina-

tion," sals Ernest Kummer.
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Large firms shun public adjusters
Continued from page 15 avoid mistakes and Zf'** aware of that situation." Gordon bills a contingency or feea New York-based insurance com- expedite claims. (RIB K Relying on a large broker's basis, charging 10% or more of re-pany adjuster who has dealt with We catch many claims services is not without covery when working on contin-numerous public adjusters and things the insured rl/VIA drawbacks, Mr. Hochberg warns. gency. His hourly fee is more thanrisk managers in his 33-year ca- would overlook."  A large broker can occasionally $100, but his associates' fees arereer. Mr. Hochberg re- XS' use its clout to get a favorable set- less, he said.

"The only difference in dealing called adjusting a partial fire loss tlement for a major client, but only Mr. Smith would only reveal thatwith the public adjuster is that he on a- warehouse with its contents to a limited degree, he says. his hourly fee is less than $150 anis usually more knowledgeable in insured for $300,000. A second fire hour.
presenting a claim," Mr. Smith destroyed most of the remaining Industry background The public adjusters argue theysaid. contents.

are worth every penny of that. Mr.Although the policyholder said Broker adjusters sometimes re- Gordon related a fire claim he ad-
Expediting claims he was willing to settle for the full quire the client to prepare his or justed at a university to prove his

$300,000 policy limit, Mr. Hoch- her own damage estimate and in- point.
"Anybody emotionally involved berg was able to get the insurer to ventory, Mr. Hochberg adds. Most Mr. Gordon had to evaluate the

can't readily look at a claim and do agree to total settlement on the two broker adjusters come from insur- school's collection of stuffed birds
justice to it," contends Edwin claims of $350,000, he said. ance company adjusting back- and its massive paleontologic ex-Hochberg, president of Sapper- "The insured didn't realize the grounds rather than from public hibits. He and his associates set upstein, Hochberg & Haberman in policy provided automatic reinsta- adjusting, he noted. a temporary office on the campusNew York, the nation's largest and tement of full coverage after the Fees for the public adjuster's to interview department members,second oldest public adjusting first loss," Mr. Hochberg ex- services are high. The Hochberg learning how the exhibits were ac-firm. plained. "I don't think one out of firm charges 10% to 15% of what is quired. They also evaluated the"Our experience enables us to 50,000 risk. managers would be recovered from the insurer. Mr. cost of professors and students

Everybody wants to control health care
coverage costs. But sometimes executives can
make a costly erron

THE PROBLEM.
You see, the cost of health care protection

has two basic parts. The cost of benefits, and
retention costs, (everything from administrative
costs to risk charges).

Some purchasers are caught in a trap by
concentrating only on retention costs, which
generally are only between 5 and 10%of the total
health care coverage bill.

They forget that the really
big savings come from holding Ill
down benefit costs,which usually 
make up 90 to 95% of what you I -
spend for health care protection. 7 IV

THE SOLUTION.
That's why Blue Cross and 90 to 95%OF YOUR

Blue Shield Plans pioneered the HEALTHCARE DOLLAR
development and use of cost

BENEFITCOSTS.AND
USUALLYGOESTO

containment programs to con- THATY WHERE WE CAN
trol and manage benefit costs. MAKE THE BIGGEST

DIFFERENCE.And Blue Cross and

Blue Shield Plans are the only ones whose
operations are broad enough to deal with the
problem effectively.

ITY AILREADY WORKING.
Blue Cross and Blue Shield Plans often

have special arrangements with hospitals and
physicians supporting a wide range of cost
containment initiatives. This means value added
and lower benefit costs to enrolled groups.

In fact, over the last decade, our programs
have helped cut the actual hospital stay by
an average of one full day. And saved
$1,250,000,000 last year alone.

So, before you make a decision about your
group's coverage, contact your Blue Cross and
Blue Shield Plan Marketing Representative.
He can keep costs from trapping you.

Or write for the free booklet: 'The Most
Effective Health Cay€ Pmtection For Your
EmploYees," Blue Goss and Blue Shield
Assonations, Box 8008, Chicago, Illinois 60680.

'ilq/ Blue Cross®- PAI  Blue Shield®,
HELPING CONTROL ALLYOUR COSTS.
.=Me=*mix&=66

making field trips to as far off as
New Zealand to locate the ex-
hibits. Added to that was the cost
of preparing the 10,000 fossilized
exhibits and taxidermy charges
for 400 birds.

The claim, documenting the
steps necessary to recreate the ex-
hibits, was presented as the actual
cash value, Mr. Gordon explained.

Such unusual losses force ad-
justers to seek outside assistance
in making valuations. "On some-
thing like a $1 million burglary in
which jade, scrimshaw and Orien-
tal rugs are taken, we're not the ex-
perts," Mr. Gordon said. "You got
to be able to go to the experts."

Specialists used

Although his staff of seven pro-
fessionals includes construction
engineers and financial people ca-
pable of handling most business
interruption and contents losses,
Mr. Gordon frequently relies on
outside surveyors and uses a va-
riety of engineering and physical
damage specialists to help him.

He sent a polyvinyl chloride ex-
pert to Iran in 1975 to determine
whether the cause of damage to a
shipment of PVC pipe-wrapping
material was covered under the
shore clause of a client's ocean ma-
rine policy.

Harold Smith has also devel-
oped contracts "with all kinds of
consultants to assist in establish-

ing the exact figure of a loss."
Knowing when to get an expert
and how to use him is one of the
keys to his success, Mr. Smith
maintains.

Beyond investigating the loss
and preparing the claim, the ad-
juster also negotiates with the in-
surer for the settlement. That
demands knowing the scope ofthe
insurance policy, which »isn't an
easy task now that manuscript
policies are more common.

More specialization

Insurance policies are becoming
increasingly specialized, Mr. Gor-
don notes. "There is no similar pat-
tern of insurance underwriting in
any industry. Years ago, a client
would call to tell us he's in a cer-
tain business and it wasn't neces-

sary to read the policy; they were
all alike."

The explosion of insurance pol-
icy forms, particularly in the ex-
cess and surplus field, "places a
tremendous burden on adjusters,"
says Mr. Smith, who works exten-
sively on behalf of Lloyd's of Lon-
don.

"In many cases the adjuster is
pioneering the handling of a par-
ticular form." a

CHANSLOR

RISK MANAGEMENT, INC.

• Captive Insurance
Company Organization
and Management

• Self-insurance Admin-
istration

• Corporations or As-
sociations

CHANSLOR

RISK MANAGEMENT, INC.

10101 Fondren, Suite 246

Houston, Texas 77096

713/777-3561
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"1 think we are building a good rep-
utation," says _ee Van Slyke, ac-
tuary with WM&G.

Actuaries predict booming demand
NEW YORK-Once called on

only by risk managers needing ad-
vice about medical malpractice
losses, acturies are becom:ng in-
creasingly important to all risk
managers with self-insurance
plans.

Actuaries provide key services
in three area: of property/casualty
risk management:

. Assisting with accurate pro-
jectionsoflosses, bothpaid and in-
curred.

. Reviewing claims information
and deciding whether the 2 -ients

are getting the kind of data they

0

need from claims t...
administrators to

make informed (RIDK
decisions about '\2_..,.·*

their programs. 1The actuary
makessureworkerscompensation
claims are divided into zategories
such as medical claims ard indem-

nity claims, for instance.

. Giving tax and acccunting in-
formation for clients planning to
take tax deductions for reserves

put aside for losses incurred but
not yet paid.

The use of actuaries has always

been a standard practice in em-
ploye benefit planning, the consul-
tants say, but the infusion of
actuarial advice into property/cas-
ualty programs is expected to
boom in the next few years.

"That is where it is all new and

growing very rapidly," said Lee
Van Slyke, an actuary recently
hired by West Coast consultants
Warren, MeVeigh & Griffin. "A
couple of years ago, there were
two or three actuaries working in
this area. Now that number has
doubled, and I expect it to con-
tinue to double in the next few

0 . »=«43=»9605@f
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Simon was an'excellent, hard working insurance
agent. He provided his former client with the
extra protection that was needed with the best
ipsurance buy he could make. He though: his
insurance solutions were an unbeatable value.

And, they were.
But Simon, being a simple fellow, dic not

understand that insurance is just one way tc
provide protection for customers. To Simple
Simon, Risk Management solutions were just too
complicated. He was too busy running his agency
and selling lisurance to take the time to beam

... Said Simple Simon to his former client
.

My insurance cost that much.more?"

0
y t

0

risk management procedures. And, Simoh lost!
Too bad, our simple approach to insurance

and risk management is such a new idea that it
came along toc late to help poor Simon. Perhaps
it's not too late fir you. We'd simply love t6 help.

WRITE OR CALL TODAY FOR A COPY OF OUR BROCHURE

"RISK MANAGEMENT MADE SIMPLE."

Of course, you're more sophisticated than
Simon. But sent for our brochure anyway. Then,
you'll have the simple answers any client can
understand.

f

Simply Great Solutions!
H&W RISK MANAGEMENT SERVICES
19752 MacArtnur Blvd., Suite #150
Irvine, Califo-nia 92715
Phone: (714) 851-9122 TELEX: 18-2744
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years."
More self-insured programs de-

mand the skills of actuaries to help
project losses.

Warren, MeVeigh & Griffin last
year hired Mr. Van Slyke as a full-
time actual'y for its consulting staff

and plans to add another one in the
near future, said president Bud
Griffin. "Even though we have
M.B.A.s with statistical back-

ground on staff, we wanted to beef

up our quantitative analysis be-
cause of the growth of self-insured
retentions," he explained.

Consultant The Wyatt Co. em-

ploys three actuaries hired in 1974,
1976 and 1978 to keep pace with
the firm's overall growth, said Mi-
chael Cetera, consultant at the
firm's Chicago office. "From our

standpoint, actuarial services put
us at the top of the list when it
comes to providing the best quan-
titative analysis of risks and
losses," he said.

"Many of our clients are hospi-
tals," added Mr. Cetera, and their
self-insurance funding must be
analyzed by an actuary to qualify
for Medicare reimbursements.

Most of the more than 50 risk

management consultants recently
surveyed by Business Insurance
said they don't have actuaries on
their staff, but many said they reg-
ularly seek actuarial help from out-
side firms. The need for this

outside advice has dramatically in-
creased in the past couple o f years,
they noted. A few of the firms said
that for the first time they were
considering adding a full-time ac-
tuary to their staffs and a couple
have recently done so.

Charles Tagman at the George
Betterley Consulting Group in
Boston said the firm is looking to
expand use of actuaries as self-in-

surance programs become more
important to clients and the issue
of proper reserves becomes cru-
cial. Mr. Tagman said his firm
might consider adding a full-time
actuary within the next five years.

Bruce Suter, senior vp at
EBASCO in New York City, said
the staff actuaries there are kept
"pretty busy."

"With four or five of us now ac-

tively involved in risk manage-
ment consulting, I don't think you
can say that the world is beating a
path to our doors," says Mr. Van
Slyke of WM&G. "But on the other
hand, we are all swamped with
work. I think we are building a
good reputation very quickly. The
more we provide accurate projec-
tions that save the clients money,
the more useful we will become."

While those consultants who

don't have actuaries on their staffs

often contract out this work-Till-

inghast, Nelson & Warren of At-

lanta is a big recipient of this
business-one consultant says he
sees no need or use for actuaries.

Risk Sciences Group in Santa
Monica, Calif., specializes in com-
puter programs that track a
client's historical loss data to de-

velop loss forecasts, financial anal-
yses and alternative funding cost

comparisons. The two-year-old
company staffs mathematics and

probability Ph.D.s, CPAs and
M.B.A.s-but no actuaries, says
Joseph Destein, president.

"Over the years, I've never
wanted to hire an actuary to con-
sult with clients because they lack

the business and financial per-
spective necessary to talk a client's
or risk manager's language," he
said. Actuaries are trained to ana-

lyze insurance company loss re-
serves and their focus tends to be a

narrow one, he maintains.
.

This story is based on reporting
by Stuart Emmrich and Rhonda
L. Rundle. It was written by Mr.
Emmrich.



The fastest growing crime in the United States isn't
murder or armed robbery. It's arson. People setting fires
for thrills, spite, revenge, or profit. Last year, the loss in
terms of property came to more than one billion dollars.
An increase of more than 500% in the last ten years.

As one of America's largest loss prevention insurers,
Arkwright-Boston is putting these fires out. By helping
insureds spot vulnerable areas like yard storage, idle

j* buildings, warehouse areas. And helping them protect
' -A these areas with strengthened sprinklers and security.

And through the Factory Mutual System, we're
members of the Committee to Combat Arson.

A group that pools anti-arson data and technical
know-how, and provides
assistance to those working
towards its prevention and
control. At Arkwright-
Boston, we're working hard
to take the profit out of arson.

Arkwright-Boston.
We do it better, because
we do it right.

ARKWRIGHT-
BOSTON
INSURANCE

A MOST UNUSUAL
INSURANCE
COMPANY
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YOUR ndependent
insurancd / GENT

SERVES YOU FIRST

We guard the national front for 34,000
independent American agencies. Make
IIAA your national guard.

4

When you make our national guard your
national guard you get the clout of the largest *
and oldest national insurance association.

You become a member of the association with

proven leadership in legislative action, education,
communications, company representation and effective
programs such as ACORD, EPIC, NAPAC and MAVE.
We stay combat-ready and go to war when we feel the American
independent agency system is being threatened. Our big push now
is the bank holding company issue and opposition to efforts
to impose federal regulations on our business.
The national guard is out to win. And we've got the CLOUT!

Independent Insurance Agents of America, Inc.
85 lohn Street. New York. N.Y. 10038

Over 126.000 member agents representing 34.000 agencies. More than
250.000 dedicated employees serving Americas insurance needs.

800-221-7916
Call this 24 hour. toll-free number today · In Alaska. Hawaii. and New York State call 212-285-4283 collect.
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A tacul-ative and treaty inter,rediary of.'er,ng Five Star Service for larger
hard-to-place risks in top rated national and international markets.

Your inquiries are welcome! Contact Vice President Arlan Shorey
or Second Vice Presidents Bill Yurek (Casualty) or Bob Prouty (Property).

International

Ilein**irance Service Inc.
200 West Monroe Street · Chicago, Illinois 60606· 312 782-9547· Telex 206-089
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Now insuring the llorid of Trade
i
* World Trade

Center i

Computers plug
more objectivity
into claim review

DALLAS-Systems Resource
Co. here is a claims administration

firm virtually without claims ex-
aminers.

SRC, a division of Control Data
Corp. of Minneapolis, is a com- »\25'

pletely computerized claims han-
dling operation that takes the
human element out of claims ex-

amination. This makes for objec-
tive and efficient review, said
Jerry Hamrick, president of SRC.

"Our system treats a claim as a
claim," said Mr. Hamrick, who

contends the SRC system is the
first of its kind in the country. "It

1 2

For worldwide coverage...
m. H. CGE= REEC'S

Four World Trade Center, New York, N.Y. 10048
212-775-1300

Atlanta · Baltimore · Boston · Chicago · Columbus · Dallas · Detroit · Hamilton, Bermuda
Houstln · Los Angeles · Montreal · Newark · New Orleans · New York Regional
Philadelphia · Pittsburgh · San Francisco · Seattle · Syracuse • Toronto · Vancouver

Established 1887 · Correspondents throughout the World

simplifies the
claims examining
job because the
claims handler
doesn't know

who the group is,
where the benefits are coming
from, and the computer makes the
decision."

Currently, SRC is handling the
claims for Control Data's newly
self-insured medical and dental

plans. But as an independent oper-
ation, SRC will also sellits services
to other self-insured companies
starting around April, Mr.
Hamrick said.

The computerized system offers
lower service fees than manual ad-

ministration and can handle more

claims per day, SRC contends.

The use of computers to aid in
handling self-insurance claims is
nothing new in the business world,

but "most are computer assisted
and the claims examiner still

makes a lot of decisions," Mr.
Hamrick said.

The computerized system is
much more objective, efficient and
speedy than the manual system, he
said. "So far with the claims we've

No human element

The computer
system is more
objective, efficient
and speedy, says
Jerry Hamrick.

processed in January, 92% not
held up for coordination of bene-
fits were processed to completion
on the first pass through the com-
puter. But in some manual sys-
tems, you'd have to route some
claims to someone medically
qualified to make the decision.
With computers, there's no need to
do that."

Another advantage is that the
computerized method can provide
statistical analysis and detailed
comparisons that manual systems
cannot, Mr. Hamrick said. This is
especially useful to companies
wishing to chart cost trends.

By comparing various codes for
diagnosis of disease and type of
medical treatment rendered, for
example, a self-insurer can track
the hospitalization sequence of a
patient and gauge whether he or
she received adequate treatment.
"We can see if the patient migrated
to more serious diagnoses and de-
termine if a doctor missed the

proper treatment," Mr. Hamrick
said.

SRC and Control Data have been

developing the system for four
years. Control Data invested about
$7 million in the project. Mr.
Hamrick said.

Control Data, one ofthe nation's
largest computer and data process-
ing firms, acquired SRC in 1973
when it was an independent firm
developing computer assistance
programs for Blue Cross/Blue
Shield claims review operations.

Donald Shovein, executive con-
sultant for corporate employe
benefits with Control Data, said
the parent company considered a
variety of systems to administer its
claims but saw that "nothing else
compared to what we already had
in-house." •



IS Your Claim Overseas
Mired In A Mou ntain?

Settling and paying claims is
often called the acid test of in-

surance. Overseas, especially, it
couldn't be truer.

.

-                        To settle a claim overseas, local

customs and regulations must be
followed and the information re-

quired has to be accurate and
detailed. And because getting

-- things done quickly is not al.
ways easy outside the major indus-
trial complexes, knowing what's
needed, how to get it accom.
plished, and what to do in the mean.
time to prevent further loss,
becomes vital. That's why overseas
claims facilities and services are

essential.

AFIA

And it's why AFIA has more fully
staffed offices abroad than any
other U.S. foreign underwriter.

AFIA's people are on=the=spot all
the time. They have the knowledge,
experience, and ability to get the
job done.

And because AFIA is the largest
foreign underwriting specialist, it
has the resources and ability to pay
claims quickly here or abroad.

Claims are too important to be
left to just anyone. Or to be put
in just any underwriter's hands.
Which is one reason why 90 of the
top 100 U.S. companies operating
abroad insure with AFIA.

COME TO AFIA.
ANYWHERE IN THE WORLD.

WORLDWIDE INSURANCE Worm Headquarters: 1700 Valley Road • Wayne, N.J. 07470

LAS. branch omces: New York • Boston · Chicago • Cleveland • Dallas • Houston • Los Angeles • Miami • San Francisco • Seattle • Wash., D.C.
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Experts track down pollution troubles
SOUTHFIELD, Mich.-A pollu-

tion problem starting now can be
solved within days even though
the ravages of a 200-year-old
industrial society will take many
years to reverse, says an environ-
mental consultant.

"We have situations no one

thought of as hazardous before,"
says Truman F. Maxwell, vp of
Clayton Environmental Consul-
tants Inc. here. "Now people are
realizing: 'Hey, we don't know
what it is; it might be hazardous.1.

Clayton, a subsidiary of broker

Marsh & McLen-

nan, is one trou-
bleshooter

companies are
calling when they
want to track
down and eliminate pollution.

Executives o f the firm agreed to
describe some of their recent proj-
ects and to hang probable price
tags on them to illustrate for risk

managers what an environmental
consultant can do to help corpora-
tions maintain safe workplaces
and not pollute the environment

around their plants.
Problems can often be quickly

solved, Mr. Maxwell noted in
describing an assignment Clayton
handled in the Caribbean A chlo-

rine gas cylinder outside the plant
was leaking, sending the harmful
gas into the plant through the air
conditioning system. Some
workers were made so ill by the
gas they had to seek medical treat-
ment.

The consultants, who flew to the
plant on an hour's notice, arrived

Become an expert in risk
management through
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THE FJSK MANAGERS JOB

The reference of the Frofessionals,
yet usable by the beginner
P,7144"t 62 lag

FORMAT: Two loose-leaf binders, 81/2" X 11"
9 supplements and many revisions annually.
Contents kept continually current.

CONTENTS: Management guides to:
Record keeping Claims adjusting
Company policy Selecting a broker
Valuations Self-insurance
How to bid insurance Selecting insurers, direct or
Captive insurance companies agency-writing
Cost allocation Loss prevention
Insurance manuals Mergers and acquisitions

Etc., etc., etc.

Insurance (property, liability and workers'
compensation) guides to:
Policy coverage, exclusions Directors and officers liability

and conditions ERISA

Data processing risks Construction projects
Ocean and inland marine Crime insurance and bonding
Earthquake and flood Car rental contracts

Highly protected risks Aircraft hull and liability
Goods in transist Etc., etc., etc.

Yke uses ite

Risk managers, both full-time professionals and those with other
duties • Financial and executive officers • Insurance agents and
brokers • Risk management consultants • Professors of insurance
and risk management • Lawyers and accountants

W&© torites 66:
David Warren, CPCU, and Ros Mcintosh, CPCU, with Technical support
of Warren McVeigh & Griffin, Risk Management Consultants. A publica-
tion of Warren, McVeigh & Griffin.

after the tank had been capped.
They monitored air from affected
areas of the plant to ensure chlo-
rine levels were safe and to make

recommendations to prevent fu-
ture incidents.

Dr. Jaswant Singh, vp and direc-
tor of industrial hygiene at Clay-
ton, said an inspection at the plant
could have detected the corroded

state of the chlorine cylinders and

ordered them replaced, preventing
the accident.

Clayton's recommendations, he
said, were to create such a program

.... &. 14* --/.*

What they say about de:
"The most concise and informative text that we
receive." - Risk Manager

"Represents a monumental amount of work and a
windfall of information." - Editor

"Practical Risk Management is the class of the
field." - Director of Insurance

"We refer to it regularly." -- Insurance Agent

"in the short time we've had the handbook it has
more than paid for itself." -Broker

'1've subscribed to Practical Risk Management
for a few years and find it the only worthwhile
Rublication in the field. I've recommended it to my
clients and to others in the insurance industry."

-- Broker

(Plus postage on binders outside USA)

r-
 Price: Two binders with all topics to date:

First year: $150
Subsequently: $85 annually

 O Please bill (Add $10 handling)
 Check payable in US $ to:
 Practical Risk Management
 58 Diablo View Drive Orinda, CA. 94563
1 Send a Subscription to:

 NAME_
 COMPANY
1
 ADDRESS
m CITY AND STATF

0 Check enclosed
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and to substitute liquid or solid
chlorine for the hazardous gas.

Such an investigation would
cost $2,000 to $3,000.

Dr. Singh recounted details of a
more extensive investigation con-
ducted at a division of a U.S. firm

where workers complained of
sickness and nausea from some-

thing foul in the air. The death of a
worker was also attributed to the

plant air.

Air samples were taken from
within the plant and from three
compressors in the plant. A lab
analyzed these along with samples
of oil used in the compressors.

The investigators found that the
compressors' temperature con-
trols were malfunctioning. The oil

Special cases
Environmental

crises such as

dying vegetation
may compel risk
execs to tap an

expert.

was overheating and breaking
down into chemicals that were re-

leased into the air, causing the
odors and harming the workers,

However, the chemicals were in
small concentrations, nothing
large enough to cause the death of
a worker, Dr. Singh said.

The solution: Replace the bro-
ken temperature controls and in-
stall an oil filtration system to kick
in if the oil overheats.

That investigation would cost
$5,000 to $8,000.

Richard Powals, director of en-

vironmental control at Clayton,
helped a Fortune 500 company
solve another problem: disposal of
industrial waste.

A contract industrial waste

hauler was dumping the firm's
waste on his personal property in-
stead of a licensed landfill, making
the firm potentially liable for the
environmental effects of the

dumping. Aside from recommend-
ing a licensed hauler, Mr. Powals
said studies were conducted to see

if damage had already been done.
No damage was found.

This consulting work cost less
than $5,000, although "if they had
any real problem it would have
cost more," Mr. Powals said.

Environmental consultants can

also help companies with air pollu-
tion problems, conducting stack
samplings and monitoring the air.
Environmental emergencies such
as dying vegetation, community
complaints about air pollution,
furnace explosions and water pol-
lution are other situations in which

a risk manager may want to tap en-
vironmental experts, Clayton ex-
ecutives say. •

Company shuts
plant division

WILLOW ISLAND, W. Va.--
American Cyanamid has closed
the pigment division of its plant
here, citing unsatisfactory profits
and decline in demand.

The Occupational Safety and
Health Administration last year

fined the company $35,000, alleg-
ing the company willfully overex-
posed employes to lead and lead
chromate and required five
women employes -to be sterilized
in order to keep their jobs, which
required exposure to toxic sub-
stances (BI, Oct. 29, 1979). •
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The Insurance Buyert ERISA quiz.
Does your policy provide coverage on
a limited claims-reported basis rather
than on a true claims-made basis?

Does your policy limit coverage to
persons defined os fiduciaries?

Does your policy limit coverage to
wrongful acts of insureds only?

Does your policy provide defense costs
within limits of liability?

Does your policy limit loss to damages
by definition, and exclude non-
pecuniary claims?

IIF the answer to any of the above questions is
"Yes," the chances ore you have probably pur-
chased the wrong policy And the real problem
is that you will probably never know until you
have on uninsured loss.

 do you know you have the right
fiduciary liability policy? There's only one
way-to compare. Remember-all policies
are not created equal. While all contracts may
appear to be similar, there con be substantial
differences in their terms and conditions-

differences which con be very ignificont-and
costly And, unfortunately, it's impossible to
compare policies without o thorough under-
standing of the low. (ERISA)

Does your policy by definition exclude
employee benefits liability losses?

Does your policy include outside
persons as insured fiduciaries?

Does your policy contain o limited
retroactive acts exclusion?

Does your policy give the insurer
the right to settle claims without your
consent?

Has your policy been purchased with-
out the advice of competent legal
counsel who has rendered an opinion
in writing as to which contract he felt
offered the broadest coverage?

THE Professional Indemnity Agency, direct
Lloyd's correspondents, is one of the very few
insurance underwriters qualified to make sound
recommendations. Fiduciary liability coverage
is our business. We understand this is o difficult
business-and we refuse to take the easy way
out. Combining o Fiduciary Liability and o Direc-
tors and Officers Policy may serve the best inter-
ests of the insurance carrier and the broker, but it
may not serve your best interest because it may
not give your people the complere protection
as provided bytheRI. A. form. The responsibilities
of persons covered under each policy ore quite
different; in fact the low (ERISA) mandates this
conflict. P. I.A. does not deal directly with in-
sureds, but we will be happy to make our
facilities available to your agent or broker.

BEFORE the enactment of ERISA, your
sole responsibility was the guarding of corpo-
rate assets. But now, because of this law, C ERISA)
you ore faced with the tremendous additional
responsibility of protecting the personal assets of
your directors, officers and other employees.
You've got to be sure. You've got to compare.
You've got to talk to the experts... NOW!

Professional Indemnity Agency, Inc.
Professional Intermediaries Associates. inc.
110 East 59th Street
New York, N.Y 10022

Tel. (212) 421-2033 Telex 14-8435
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KANSAS CITY and BUFFALO

. are first lines of defense against spiraling insurance costs. To call in the
ARMI ... Assurex Risk Management Institute...in these areas (or
elsewhere in more than 40 states and 16 foreign countries) call your

Assurex International broker.

THE GILBERT-MAGILL COMPANY

911 Main Street

Suite 2400

Kansas City, Missouri 64199
816-474-3535

LAVERACK & HAINES. INC.

135 Delaware Avenue

Suite 300

Buffalo, New York 14202

716-852-3065

 See our ad on page 6
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HUMAN
SPOKEN
HERE.

Because we talk about group
insurance for business, it's

hard to remember, sometimes,
that people are still the point of
it all: their lives, theirtime, their
productivity, their retirement.
Our representatives aretrained
not to forget that. So they'll call
on you with briefcases packed
with protection, heavy with one
of the most diversified and

competitively priced group and
pension portfolios in the indus-
try. And very light on gobbledy-
gook. Try us.

PROVIDENT

MUTUAL
LIFE INSURANCE COMPANY

OF PHILADELPHIA

Home Of ice: 4601 Market St., Phila,Pa. 19101
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Adjusted cover,
appraisals fix
inflation damage

NEW YORK-Keeping property
insured to replacement cost re-
quires yearly coverage adjust-
ments and appraisals every five to
10 years to fix the damage inflation

does to values, say both risk man- F.

agers and professional appraisers.
"More and more people are be-

ginning to think their interests are

best served by going for replace-
ment costs. The premium costs are

not that much more," explained
William J. Moorhead, vp of Indus-

trial Appraisal Co., Pittsburgh ap-
praisers.

"It's becoming more important,
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not only because
of inflation, but

also because peo-
ple are getting .
smarter. Real

property value or

replacement cost is the only way to
protect property and prove loss if
necessary," he said.

Mr. Moorhead isn'tjust plugging
his own business. Risk managers
around the country are pulling
their hair out worrying about how
to insure equipment that now
costs two to three times as much to

replace.
Replacement costs would be the

amount needed to duplicate the
structure at today's prices while
actual cash value takes into ac-

count the amount the property de-
preciated since built.

"What's necessary is a substan-
tial appraisal, but not necessarily
the most refined one you can come

up with. I'm not sure anybody can
get closer than 2% to 3%" said Mi-

chael Shermer, vp ofrisk manage-
ment at Federal Express Corp. in
Memphis.

In addition to an appraisal

every five to eight years, Mr. Sher-
merrecommends taking an annual
look at the inflation rate and up-
dating coverage.

Thomas Finch, director of the
property/casualty system center at
Equifax Inc. in Atlanta, said, "If
they haven't been paying attention
to inflated values it becomes a

critical part of whether a firm can
rebuild. Insurance companies will
not pay full settlement if the prop-
erty is not insured adequately."

The inflation rate in the con-
struction industry alone has in-
creased more than 100% in

California since 1971, Mr. Finch
said. He recommends yearly ad-
justments of coverage and updat-
ing appraisals every five years.

Despite this noticeable shift in
insurance coverage and the
needed emphasis on appraisals,
many properties are still woefully
underinsured, sources agreed.

"This is a real problem." said

Yvon Menard, manager of risk and
insurance for Marathon Realty Co.
in Toronto. "I'm not convinced a

mjority of commercial insurers
are aware of the types of problems
encountered after a loss because of

an inadequate amount of insur-
ance," he said.

"Appraisals are probably the an-
swer-but a costly one. But the
lack of appraisals and lack of basis
of value can also be very costly af-
ter a loss."

Most firms have the actual cash

value of their property at hand
since it is used for taxing and ac-
counting purposes, but appraisals
are often needed to determine re-

placement costs.
Appraisal firms traditionally

have provided both types of fig-
ures for insurance purposes, said
Mr. Moorhead of Industrial Ap-
praisal. The cost of these services,
depending on the size of the prop-
erty and complexity o f the assign-

ment, can range from $300 to
$3,000.

In recent years, though, insurers
have prodded some appraisers
into developing computer systems
that estimate replacement costs in
light of regional labor and con-
struction material costs.

These types of appraisals, Mr.
Finch said, range from $40 to $75.

Thomas Maio, vp o f marketing at
American Appraisal Co. in Mil-
waukee, estimates these ap-

praisals cost $50 to $50,000. •
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If your company isn't subjact
to the risk your insurer says it is,
quote Kemper.

Many ins rers, possibly yours is-
one, will rate your company for
property and public liability i
insurancestrictly by the indlistly
you're in. Regardless of your
safety record, regardless of ybur
management, regardless of any
special conditions. -

Not Kemper.

We quote insurance by the jindi Oi-

dual company, not by the average.
If your company is a better
insurance risk than your competi-
tion, well quote -you premiums
that show it.

Kember believes in loss control
and we know you do, too. So we
take special pains to consider the
risk factors you've already
eliminated. We recognize your
current safety efforts, and that can
help-us save you. money.

What's 'more, threugh our inspec-
tion Service. we know how to

further reduce your exposure to loss.

Risk is our business.

©-980. Llimbermens Mutual Casualtv Comt,Any

/*' t.1 Attl# 3 4.:.4

If you d liketo find out how much
our joint efforts could be saving
your company, get a quote from an
independent agent who
represents Kemper.

IfemPER GROUP
1

If it's worth insuring,
it% worth Kemper.
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Consulting firms fill needs-for a price
LOS ANGELES-At $50 to $200

an hour, risk management consult-
ing doesn't come cheap.

Hourly rates vary from $50 to
$200 with most companies charg-
ing $75 to $100. Daily charges
range from $150 to $750 and a sin-
gle job can cost as much as $50,000
or more. Some firms also bill cleri-

cal services separately.
Finding the best value for your

consultant dollar is no easy chore.
Almost all firms have a mix of cli-
ents on retainers and those

charged on an hourly basis. Some,
such as Insurance Consulting As-
sociates of Teaneck, N.J., have all
retainer clients, while others, such

as the insurance consulting de-
partment of Towers Perrin Forster
& Crosby, work strictly on a fee-
for-service basis.

Many consultants are reluctant

to discuss hourly /*.
fees, insisting
they are mislead- (R[*A
5% 15 iTAlf <.
pare fees without
knowing how much time the firms
think will be required to do a job.
Most consultants specify a range

of high and low estimates in ad-
vance. Many will even guarantee
the high figure as a maximum cost
to the client, absorbing cost over-

runs as long as the scope ofthe as-
signment is not enlarged.

Hennessy & Y6rk work exclu-

sively on a contingency basis with
m4jor U.S. corporations. There are
no upfront fees or expenses. They
charge 50% of the actual cost sav-

ings to the client achieved through
their services, calculated annually
for if two-year term.

Shopping the consultants
Before hiring a consultant, ask him or her

and yourself these questions, gleaned from
discussions with more than 50 consultants

surveyed by Business Insurance.

• What do you want the consultant to do?

*Prepare a clear written description of the
problem or assignment to give consultant.

• What is the reputation of the firm? Re-
quest references from the consultant.

• What is the background, experience and
educational designation of each consultant
in the firm? Does the expertise of the firm

One other consulting firm,
RIMCO Risk Management Consul-
tants in Dallas, mentions that it
sometimes works on a contin-

match your requirements?
• Request a deadline for completion.
• Who are the individual consultants and

assistants that will perform the work? Meet
them to determine if they will be compatible
with you and your associates. c

• Obtain a guaranteed maximum fee, if
possible.

• What other services or products does
the consultant sell besides his expertise?
Find out and satisfy yourself that self-inter-
est will not influence his judgment.

./

gency fee basis.
But consultants' fees don't seem

to curtail demand for their ser-

vices. Corporate America, trying

FR €.
FROM ARK 4.
50YEARSOF
EXPERI *CE IN
SPECIAL RISKS
TOINCREASE
YOUR PROFITS.

Rarely can a company deliver both innovation and experience.
Markel can. With an almost unheard-of 50years in thespecialty insur-
ance business, weoffer the facilities of more than 75 insurersand rein-
surers for Excess & Surplus Property & Casualty,Commercial Marine,
Trucking-in fact, anytype of special risk.

This combination of innovation and experience is Markelability.
And Markelability can increase your profits in this highly competitive de-
cade. Call our nearest regional office for quick quotes and super service.

Profit From 50 Years of Markelability. 1930·1980

8 MARKEL SERVICE,INC.
Markel Service, Inc., 5310 Markel Road, Richmond, Virginia 23230. Telephone (804) 282-5423. Telex: 82-7455
WATS Iineto Richmond: 8004466671. Offices in Atlanta, Boston, Calgary, Chicago, Dalles, Montreal, San Francisco,
Tampa, Toronto.

to plug the insurance/loss cost
drain, keeps turning to consul-
tants.

Risk management consulting
firms are so flush with success that

their biggest beef is the shortage of
consultant talent forhire to lighten
their loads and boost their bottom

lines.

"Everybody is looking for some-
one 25 years old with 50 years of
experience," quips Frank Alde-
rson, executive vp of Insurance
Audit & Inspection Co. in India-
napolis.

Growth may be limited by the
personnel problem, but the top
firms eager to expand report a
healthy 15% to 20% rise in reve-
nues during 1979. Some smaller,
newly formed companies are cele-
brating heady income increases of
100% a year and more.

And they predict boom times
ahead. Eventually consultants will
be retained like outside CPA firms

to routinely and periodically audit
a company's risk management
program, contends William Peet

president ofWilliam Peet Co. in St.
PauL

The greatest source of real

growth seems to be more business
from existing accounts, agree most
of the more than 50 consultants

surveyed by Business Insurance.
New firms are springing up too, as
ambitious consultants break away
from established companies to
start their own.

Alternative risk funding vehi-
cles, including self-insurance, cap-
tive insurance companies and
sophisticated cash-flow plans, are
a tremendous boon to consultants

because they create demand for
unbiased counsel and expertise in
lieu of insurance salesmanship.

"Self-insurance is growing by
leaps and bounds," enthuses Ray
Rich, chairman of Corporate Poli-
cyholders Counsel. That means eli-
ents' access to risk management is
no longer through a broker or in-
surer but through a consultant, he
explains.

Consultants say their clients are
more sophisticated than ever be-
fore. Eager beavers demand feasi-
bility studies for state-of-the-art
risk funding, even when self-insur-

ance or a captive is really not the
way to go. Some risk managers
and corporate insurance buyers
may not know a paid-loss retro

from a compensating balance, but
they've heard the lingo and they
want to learn more.

To be sure, the bread-and-butter
services of risk management con-
sultants are still exposure identifi-
cation, portfolio auditing and

program recommendations. Many
firms, however, offer much more
than advice. They don't sell insur-
ance, but they do provide claims
administration, computer loss re-
porting and other services tradi-
tionally piggybacked on

insurance.

Captive management specialists,
such as Chanslor Risk Management
in Texas and Risk Treatment Ser-

vices in Colorado, literally per-



form as insurance companies, pro-
viding full administration and
accounting to their corporate cus-
tonners.

This tendency toward marketing
services could begin to blur pre-
vious distinctions between inde-
pendent and affiliated consultants,
vigorously promoted by the Insti-
tute of Risk Management Consul-
tants. Many firms that do not sell
insurance may sell services--and
that gives them a real stake in the
fate of their recommendations.

The independent versus affi-
liated controversy still burns
brightly, however. When asked
what the most important criteria
should be for selecting a consul-
tant, nearly every independent
consultant declared that the com-
mercial buyer must retain an unbi-
ased, disinterested adviser.

"Some people are misled into
thinking that a broker can do what
a consultant does," said Bernard
Salwen of S.B. Ackerman Associ-
ates of New York. "Even if a bro-
ker says he will not place
insurance and that is written into
the contract, there is still going to
be subtle pressure from insurers,
especially if he is dealing with an
important client."

Keith Kakacek at RIMCO Risk

Management Consultants put it
even more strongly: unless insur-
ance is sold, the broker is either
working for free or overcharging
other paying clients, he con-
tended.

"The critical factor is how well
the services are provided, regard-
less of where they come from," ar-
gues Charles L. Ruoff, senior vp at
the Continental Insurance Co.,
which is mobilizing a major mar-
keting effort to attract more clients
to its risk-related services division.

Insurers and big brokerage firms
like Marsh & McI.ennan and Alex-
ander & Alexander are bolstered
by a formidable staff of technical
consultants and assistants, as well
as other financial resources.

"We are out there to do the best
job possible for our clients and we
do it without any bias," insists Ri-
chard Lapham, senior vp of Com-
mercial Union Risk Management
Inc. an affiliate of Commercial
Union Assurance Co. "I don't
think we get any pressure, subtle
or otherwise," he added.

The independent consulting
firms range in size from EBASCO
Risk Management Consultants
Inc. in New Y6rk with 105 consul-
tants to several one-man opera-
tions, sometimes former risk
managers, brokers or agents work-
ing out of their own homes.

Consultants with smaller staffs
stress their close personal contacts
with clients, creating long-term re-
lations and steadfast confidence.
Some individual consultants
could be described as multi-client
risk managers, since they fulfill
that function on a part-time basis
for two or more companies.

Larger firms such as The Wyatt
Co. tout their team approach, giv-
ing a customer access to a wide
range of staff specialists trained to
handle specific problems in their
field. If a client corporation grows
through diverse external acquisi-
tions, for example, its loss expo-
sures may change rapidly. Even a
sophisticated risk manager may
desperately need advice from such
a consultant.

Although most consulting firms

N.J. RIMS officers
The New Jersey chapter of the
Risk & Insurance Management
Society has elected the following
officers for 1980: president,
Charles A. Dupuis Jr., New Jersey
Turnpike Authority; vp, Carol Ca-
possela, United Jersey Banks; sec-
retary, Ron P. McCartney, Becton,
Dickinson & Co., and treasurer,
Wilson King, Rutgers State Uni-
versity.

prefer not to be pegged as special-
ists in a particular risk exposure or
by type of business activity, a few
deliberately narrow their clientele.

A Louisiana company, Insur-
ance Analysis Inc., specializes in
consulting with clients in the oil
industry.

Risk Sciences Group Inc. pro-
grams a client's loss history, banks
it in a computer and then runs the
data through different loss fore-
casting models. Besides forecast-
ing future losses, the system
facilitates comparison of a wide
variety of alternative funding
models. The only other companies
offering these services are Marsh
& McLennan and Alexander &
Alexander's Anistics division, says
Joseph A. Destein, president ofthe
young Santa Monica, Calif.-based
company.

This story is based on reporting
by Rhonda L. Bundle and Stuart
Emmrich. It was written by Ms.
Rundle.
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5,lcinct AND vcean , w larine
FACILITIES AVAILABLE

TO AGENTS & BROKERS OF MEMBER COMPANIES

MUTUAL MARINE OFFICE, INC.
100 PARK AVENUE, NEW YORK, N.Y. 10017 • 212-953-0580

General Managers
NEW YORK MARINE AND GENERAL INSURANCE COMPANY

ARKWRIGHT-BOSTON INSURANCE COMPANY
ARKWRIGHT-BOSTON MANUFACTURERS MUTUAL

INS. COMPANY.

EMCASCO INSURANCE COMPANY
EMPLOYERS MUTUAL CASUALTY COMPANY
GRAPHIC ARTS MUTUAL INSURANCE COMPANY

Marine Managers

LUMBER MUTUAL INSURANCE COMPANY
MERCHANTS MUTUAL INSURANCE COMPANY
MUTUAL FIRE, MARINE & INLAND INS. COMPANY
MERCHANTS INS. CO. OF NEW HAMPSHIRE, INC.
UNION MUTUAL INS. CO. OF PROVIDENCE
UTICA MUTUAL INSURANCE COMPANY

Exces? riskcoverage isagoodidea.
Excessive risk coverage is abadidea.

That'san important distinction.
And happily, for more and
more employers, the availability
of excess risk coverage is
enabling them to eliminate
excessive risk coverage.

The reason is simple: excess
risk coverage-by protecting
employers against catastrophic
claims- makes it practical for
them to self-fund all of their
normal employee medical claims.
As a result, money that might
otherwise be spent on monthly
premium surpluses can remain

in the employer's cash flow.
Or be placed in a tax-exempt
501 (c) (9) trust.

To make sure the financial
benefits of self-funding won't be
more than cancelled out by
unusually large employee claims,
many employers need the right
excess risk coverage. IDS Life-
with expertise that's backed
by over $1 billion in assets-can
work with you to make sure you
get this coverage.

We offer flexible

coverage on an

aggregate and/or individual
claim basis. Plus a medical

conversion policy for terminat-
ing employees.

Self-funding and excess risk
coverage aren't for everyone. So
consider the alternatives.
And, if you then decide
excess risk coverage is for you,
consider IDS Life. Contact
our Group Marketing Division at
(612) 372-2042 if you'd like
further information.

ll.[Ue 13 1:A COMPANYL[UU INSURANCE 
Group Marketing Division. Vgill/Pr
2400 IDS Tower. Minneapolis. Minnesota 55402 £7rn
Equal Opportunity Employer M/F

"1 LIKE THE IDEA OF GETTING JUST WHAT I NEED"

V
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Directory of firms

52 risk consultants list their services
A

S.B. Ackerman Associates

605 Third Ave., New York, N.Y.
10016: 212-599-1717

With offices in New York, Phila-

delphia and Pittsburgh,
Ackerman's staff of 25 consultants

and 10 support personnel last year
consulted for about 100 firms, 5%
to 10% of whien were in the For-

tune 1,000, said senior managing
partner Bernard Salwen

Almost 95% ofthe clients pay an
annual retainer, which can run
from $2,000 to $200,0]]0, whfle
others pay hourly fees of $30 te
$150. Mr. Salwen declined to ze-
lease the company's revenue f-g-
ures for 1979.

/ 4

Although the firm prcvides a
wide range of services and its eli-
ents cover various industries, Mr.

Salwen said most people probably
think o f Ackerman in terms o F its

work in the medical malpractice
area. "We are the acknowledged
best n malpractice," Mr. Salwen
sail "In fact, other consultants
har,e referred clients 30 us in that

area.' The firm is also heavily _nto
providing services to municipali-

ties and schools.

J.H. Albert International

Insurance Advisers Inc.

le 1 Hightand Ave., Needham

Heights, Mass. 02194; 617-449-2866

With a staff of 11-seven consul-

tants and fbur support personnel-
zhis firm services about 100 clients

on retainer and last year comple-

ted 15 to 20 projects for additional
clients, said assistant vp Frederic
Shultz.

Fees range from $3,000 to $50,000

per client, with an average cus-
tomer paying $4,000 to $10,000, Mr.
Shultz said. He estimated last

year's revenues at about $700,000.

Although 12 years old, this firm
has experienced sudden growth in
the past few months. Two junior
consultants were just hired upon
graduation from the University of
Georgia and one more junior con-
sultant is expected to join the staff
within the next few weeks, Mr.
Shultz said.

Aldrich & Cox. Inc.

274 Delaware Ave., Buffalo, N.Y.

14120; 716-856-2991

Nine consultants and four sup-
port staff last year serviced ap-
proximately 100 clients, almost
95% of which contracted with Al-

drich & Cox on a retainer basis.

All fees are hourly and are deter-
mined by the type o f services ren-
dered, president Herbert Cox
explained. For management of a
client's entire risk management
program. the company charges $40
an hour. It charges $50 an hour for
providing outside services to a
company's insurance manager,
$60 an hour for pure consulting
work and $70 an hour for those cli-

ents who purchase project-by-
project services.

The firm recently added a full-
time consultant who specializes in
employe benefits, Mr. Cox said.

R1 K

All Risk Ltd.

294 Broad St., Red Bank, N.J.
07701; 201-741-3450

This one-consultant firm spe-
cializes in providing insurance
"second opinions" to local re-
tailers and manufacturers in a

semi-rural county on the outskirts
o f New York City. Hubert Farrow,
president, is also experienced at
preparing insurance specifica-
tions.

His list of about 20 clients in-

cludes several public entities and
some small firms for which he su-

pervises risk management. He
works with a research assistant

and a medical claims assistant. Al-

though most of Mr. Farrow's cli-
ents are based within a 50-mile

radius of his home, he "would just

as soon go farther away."
Depending on the job, Mr. Far-

row charges either an hourly fee of
$50 or a flat fee for the assignment.
A trip to a client's office or place of
business costs a minimum of $250.

D.A. Betterley Risk
Consultants

Worcester Plaza, 446 Main St.,
Worcester, Mass. 01608; 617-754-
1704

B

About 40% of last year's 80 eli-



Consultanls interviewed
This directory is based on interviews with the consul-

tants conducted by Business Insurance associate editors
Stuart Emmrich and Rhonda L. Rundle.

Using the membership rosters of the two consultants so-
cieties as a starting point (Institute of Risk Management
Consultants and InBurance Consultants Society), BI tried
to make the listing as complete as possible. Omissions may
indicate unresponsiveness from a few consultants con-
tacted.

Independent consultants-those who are not affiliated
with any company that brokers or sells insurance or insur-
ance-related services-are listed first, alphabetically. Con-
sultants affiliated with brokers, insurers or other sellers of
services are listed at the end ofthe independent consultants
directory.

ents kept this staff of six-four
consultants and two support per-
sonnel-on retainer contracts.
Most were small and medium-
sized companies with sales of $25
million to $100 million a year, said

Richard Betterley, vp and princi-
pal consultant. The firm also has a
large number of clients in the pub-
lie sector-school districts, munic-
ipalities and hospitals.

Fees are hourly-$85 for a senior
consultant, $60 for a principal con-
sultant, $50 for a staff consultant
and $35 for a risk analyst, Mr. Bet-
terley said, adding that an average
fee runs about $400 perjob. He de-
clined to release revenue figures
for last year.

Like other broad-based consult- -
ing firms, Betterley reviews risk
management programs and has re-
cently strengthened its data man-
agement capabilities, offering
clients the option of setting up a
data processing system to handle
payment of claims. Heading the
firm is Delbert A. Betterley.

George Betterley Consulting
Group
200 Clarendon St., Boston, Mass.
02116; 617-367-4300

Sparked by an annual growth
rate of 25% to 33% during the last
few years, according to executive
vp Charles Tagman Jr., this firm
has added four new consultants in

the past two years and now em-
ploys eight full-time consultants
and five support staffers. The firm
services about 100 clients, one-
fourth of which are among the For-
tune 1000.

All fees are charged on an hourly
basis, ranging from $40 to $100 an
hour, depending on the expertise
of the consultant. Although 65 to
70 of the clients contract for ser-
vices on an annual basis, they do
not pay a flat retainer fee. Instead,
the firm tries to estimate how
much work will need to be done
and gives an estimate o f what the
charges might run, Mr. Tagman
said. "A normal project for us
might run about $3,000, although it
might cost a Fortune 500 company
between $30,000 and $60,000 for a
full risk management audit." Rev-
enues last year ran in the "high six
figures," Mr. Tagman said.

Clients ofthis Boston firm repre-
sentthe paper industry and indus-
trial concerns. Few municipalities
are serviced by the company. Prin-
cipal is George M. Betterley.

Blades & Macaulay
2444 Morris Ave., Union, N.J.
07083; 201-687-3735

Blades & Macaulay performs
risk management audits and stud-
ies of related problems including
identification ofexposures and op-
erational hazards. "We are not pen-
sion consultants," points out John
J. Crout, one ofthree partners and
senior consultants.

The 57-year-old company sur-
veys eight to 10 corporations annu-
ally. Another 20 clients are on
retainer and the firm also takes on

two or three special risk manage-
ment assignments every year.

Fortune 500 companies pay
$20,000 to $35,000 for a full-scale

Continued on next page
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DETROIT and ALBUQUERQUE
. are first lines of defense against spiraling insurance costs. To call in the
ARMI ... Assurex Risk Management Institute...in these areas (or
elsewhere in more than 40 states and 16 foreign countries) call your

Assurex International broker.

GENERAL UNDERWRITERS, INC.  SOUTHWEST INSURANCE
730 Buhl Building
Detroit. Michigan 48226 504 Second Street, N.W.

AGENCY. INC.

313-963-5240
Albuquerque. New Mexico 87102

505-247-1021

See our ad on page 6

John Hancock's
International
Group Program
is the best
in the World.
Here are justafew reasons why.
First, the largest international
group staff anywhere. They offer
you the combined experience gained
from developing and servicing over
1,000 plans. Each account is contin-
uously serviced and monitored by a
five-member team. And that full-time
dedication to your account assures
a smooth running program as well
as quick problem-solving when
necessary

Second, our network of 25 Associ-
ate Insurers. Each is one of the most
highly respected in the country it
serves. With over 12 years of experi-
ence building stable working relation-

fus«

ships with ourAssociate Insurers,
1GP can offer you continuityof ser-
vice unparalleled among international
programs.

Third, our clients. More than 200
corporations and 1,000 subsidiaries.
Most multinationals with international

programs have chosen IGP because
it offers flexible, competitive programs
that keep on working.

Flexible. Competitive. Experienced.
Consider the advantages of John
Hancock's IGP.

("International Group Program" and "IGP" are registered service
marks of the John Hancock Mutual Life Insurance Company,
Boston, Massachusetts 02117, USA.)

Mutual Life Insurance Company

Boston, Massachusetts
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Attention! Consultants • Administrators • Agents • Brokers
Our tenth Vear of expe-ience in

SrOP LOS PROrECTION
FOR SELF INSURED

HEALTH GIRE PLANS
Aggregate and specific excess coverage

available for qualified groups
with as few as 150 enployees

Write or call for you - copy of our brochure

Contact: 104e0e
Tommy Anderson, CLU
Group Vice President Life The Lafayette Life Insurance Company ¥ 0Lafayette, IN 47903 (317) 417-7411

Who brings resourcefulness, along with resources,
to excess and special risks?

The crack troop
from Baccala &

Shoop.

1

t
At Baccala & Shoop, we
don't try to be all things to
all producers. Our only business,
is total underwriting management

of excess and special risk <1*
insurance.

The men and women of Baccala &

Shoop have a lot to give and give
their all. They don't take pat stands
when making risk decisions. To each individua
proposal, they apply ingenuity plus solid experien
In fact, their resourcefulness has helped us achieve
a primary goal: to produce profits year after year
for the companies we represent.

In casualty, we have in-house and supplementary
resources to cover potential liability for nearly every kind
of third-party risk via Umbrella Liability, Gap/Buffer Layers
and Excess Workers Compensation. In property, we also have the
capacity to tailor coverage for your requirements in Primary
Quota Share, Excess of Loss, All Risks, D.I.C. and Builders Risk

Why settle for the ordinary in excess and special risks when YOL
can just as well have a masterly touch. Pick up the phone and cal
in the crack troop from Baccala & Shoop.

We'll put our reputation for consistency and stability on the line

4¥

Baccala & Shoop
Atlanta. Chicago . Columbus, Ohio . Dallas . Houston . Los Angeles . New York . Philadelphia . ihoenix .San Francisco . Seattle
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Continued from previous page

survey depending on the scope of
the jib. Medium-sized entities pay
$5,0( 0 to $12,000 and a small ac-
count with just one location might
be charged $2,500 to $3,500. Audit
clients are charged on a fixed flat

fee that represents Blades &
Macaulay's estimate of their cost
to do the work, Mr. Crout reports.

T.E. Brennan Co.

250 E. Wisconsin Ave., Suite 1503,

C

Milwaukee, Wis. 53202; 414-271-
2232

T.E. Brennan Co. consults on

property and casualty exposures
with special expertise in property
loss adjustment and business in-
terruption counseling. It does not
advise clients regarding their em-
ploye benefit programs.

Company president John Hayes
estimates the firm's client list at

more than 200, including several
Fortune 500 companies. Nine staff
consultants include an attorney,
fire protection engineer and CPA.
They work nationwide out o f Mil-
waukee and a recentlyopened Chi-
cago office. The firm has also

added a word processing system
for internal use.

Nearly 95% ofT.E. Brennan's eli-
ents use the consulting firm ona
continual basis but none is billed
on retainer. Hourly fees vary from
$50 to $85, depending on the con-
sultant.

Founded in 1895, T.E. Brennan
Co. says it is the oldest insurance
consulting firm in the country.

Larry W. Buck & Associates
4801 Woodway, Suite 30OE, Hous-
ton, Tex. 77056; 713-961-4223

This one-consultant firm acts as
risk manager for about 20 small
and medium-sized companies that
don't employ their own. Larry W.
Buck, president, says he usually
works directly with an owner,
president or chief financial officer.

Most of his clients are based in
the Houston market area and run
the full gamut of commercial ac-
tivities including wholesale distri-
bution, real estate development,
architectural contracting, and
manufacturing as well as govern-
ment. Mr. Buck's hourly fee is $100
plus expenses.

Corporate Policyholders
Counsel

20 N. Wacker Dr., Chicago, Ill.
60606; 312-372-8225

This 82-year-old company uses a
team approach, combining the ex-
pertise of three or four consultants
on a job. An account supervisor
heads up each project, but other
consultants are available to handle

client queries.
Corporate Policyholders Coun-

sel lists approximately 100 clients,
a quarter of which are Fortune
1,000 companies. Nine staff con-
sultants advise on the full range of
property, casualty and employe
benefit programs. They do not pro-
vide engineering or loss prevn
tion counseling, however.

After a proposal is written, the
firm quotes a probable cost range,
including a maximum figure.
"We'll generally abide by our max-
imum," says Ray Rich, chairman.
Senior consultants bill their time

at $100 an hour, which includes all
support services.

Crain, Langner & Co.
20575 Center Ridge Road, Rocky
River, Ohio 44146; 216-333-7622

"Highly conservative" Crain,
Langner provided services for
about 100 clients last year, over
80% on a retainer basis. The firm

employs four consultants.
Fees are charged by the hour and

average about $75. Retainer
charges are based on how much
time the firm estimates will be

needed by a client over the year.

The company declined to release
1979 revenue figures.

The 41-year-old firm goes out of
the way to cultivate a "very low
key" reputation, said Mary Lou

Continued on page 40
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Sutherland 10 Post Office Square
Suite 960

Page & Co. Inc. Boston, Mass. 02109
(617) 542-5700

Objective, Independent Claims and Underwriting Services for
REINSURERS UNDERWRITING SYNDICATES E&S CARRIERS SELF-INSUREDS BROKERS

INSURERS

Domestic and International

Our Seruices inc/ude

RESERVE ADEQUACY SURVEYS UNDERWRITING REVIEWS IBNR STUDIES

CLAIM AUDITS YSTEMS AND PROCEDURES PRIMARY/EXCESS ROBLEMS

CLAIM MANAGEMENT AGGREGATE EXPOSURES THE Claims Slip
SM

Contact our experienced staff

f %Stfs

The
Allianz

Migration
9

© Copyright Pending
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Continued jtom page 38
Kirk, a consultant. Principal is
David A. Langner.

D
Kevin F. Donoghue & Assoc.
190 High St., Boston, Mass. 02110;
617-482-7015

fres

Allianz. The company of insurance
professionals that has expanded along
with your growing needs. Now you

can depend on our fast, knowledgeable
service and competitive rates through-
out the United States and Canada.

Whenever or wherever you need insur-
ance help, say Allianz.

Allianz ®
Allianz Insurance Company
A Center of Excellence

6435 Wilshire Blvd., Los Angeles, CA 90048
(213) 658-5000

With a staff of nine, including
five consultants, this Boston-
based firm last year consulted for
55 clients, approximately 70% of
which were on a retainer status,
president Kevin Donoghue said.

Hourly rates run $50 to $80, with
an average rate estimated at $62.50
by Mr. Donoghue. He declined to
release 1979 revenue figures.

Only a few of this firm's clients
are in the Fortune 1000 category;
most are small to medium-sized re-
tailers or municipalities.

EBASCO Risk Management
Consultants Inc.

Two World Trade Center. New
York, N.Y. 10048; 212-785-2200

One of the largest risk manage-
ment consulting firms in the coun-
try, EBASCO last year provided
services for approximately 250 cli-
ents, more than 50% of whichare in
the Fortune 1000 category, accord-
ing to senior vp Bruce Suter. The
staff of 120, which includes 105
consultants, operates out of
EBASCO's main New York office
and its branches in Newport
Beach, Calif., Chicago, Atlanta and
Hamilton, Bermuda.

Fees are charged both on annual
basis, for the approximately 100
clients on retainer status, and
hourly. The average fee for a client
usually runs about $150 to $750 per
day of work. EBASCO's revenues
last year were in excess of $4 mil-
lion, Mr. Suter said.

The spread of clients and the
range of services provided are
wide. The company has been
stressing computer capabilities for
projections as an impetus for con-
tinued growth at an average rate of
20% a year.

F
First Risk Management Co.
835 Glenside Ave., Wyncote, Pa.
19095,215-927-3404

This 20-year-old firm was re-
tained by approximately 60 clients
last year and performed one-time
projects for an additional 10. A
staffo f 13 includes six consultants.

Fees are charged on an hourly
basis, with work performed by ex-
ecutive consultants billed at $150
an hour, by technical staff at $100
an hour and by clerical staff at $15
an hour, said executive vp Alvin
Mangold. The average fee for a
project ranges from $8,000 to
$10,000. Revenues for 1979 reached
about $500,000.

Clients ofthis consulting firm in-
clude heavy representation of su-
permarket, hotel, banking and
light manufacturing industries.
Only a couple are among the For-
tune 1000, Mr. Mangold said. Presi-
dent is Leonard J. Silver.

Fleming, Marceau &
Associates

313 Foothill Blvd., La Canada,
Calif. 91011: 213-790-8714

Partners Ed Fleming and G.
David Marceau teamed up about
18 months ago to specialize in
claims consulting and auditing for
self-insurers. They also prepare
self-insurance feasibility studies
an¢l design loss data reporting sys-
tems for self-administered pro-
grams.

The firm does a lot of public sec-
tor business, listing several munic-
ipalities, school districts and
water districts among its 40 cli-
ents. Mr. Fleming and Mr. Marceau
are assisted by two technical con-
sultants and three support staffers.

They also use an in-house com-
puter to provide claims data expe-

E



H&W Risk Management
Services

H

rience reports to self-insured
clients.

Mr. Marceau says the firm helps
many public entities in California
prepare reimbursement applica-
tions for increased workers com-
pensation costs under the
state-mandated local cost reim-
bursement program. When the leg-
islature put a cap on certain local
revenues in 1973, it agreed to reim-
burse public entities directly out
of state coffers for increased costs.

Hourly consulting fees vary
from $45 to $64, Mr. Marceau says.
Claim audits calculated on a proj-
ect basis usually cost $2,500 to
$3,500 for a basic sampling. An mi-
Ual setup fee of $500 or more is
charged for claims data experience
reports. Thereafter each claim
costs $10 to $15 to track until the
case is closed.

19752 MacArthur Blvd., Suite 150,
Irvine, Calif. 92715; 714-851-9122

H&W Risk Management Ser
vices works exclusively with
agents and brokers who require

special expertise on a project to
serve a major account. If an agent's
client acquires a new exposure, for
instance, the agent may seek pro
fessional expertise, counseling
and support to retain the client.

This newly founded firm, affil
iated with H&W Insurance Ser

vices headquartered in Encino
Calif., prepares alternative risk
funding feasibility studies, pro
vides claims auditing services and
researches special problerns to
meet an agent or broker need.

Three staff consultants typically
work on about 10 assignments at
any time, estimates David R
Hoskins, president. Hourly con
sulting fees range from $60 to
$100. Special research projects are
priced according to their salability
to future clients and could vary
from $500 to $7,500.

Thomas J. Hammond & Co.

3701 Wilshire Blvd., Suite 1038,
Los Angeles, Calif. 90010: 213-480
3833

Thomas J. Hammond & Co. is a

two-consultant firm with approxi
mately 35 to 40 clients on monthly
retainer and another dozen for
which the firm performs special
assignments.

Self-insurance feasibility re
ports, audits and financial studies
are the firm-'s consulting main
stays. "We've deliberately chosen
to remain small," says executive
vp Joan Morris, "so as not to dilute
our close personal relations with
clients. They think of us as em
ployes."

Ms. Morris was reluctant to dis

CUSS fees because she said they
vary based on the risk manage
ment sophistication and expertise
required by.a particular account
Average fees run in the vincinity of
$75 an hour, she said.

Hennessy & York Inc.
358 Nassau St., Princeton, N.J
08540; 609-921-0050

Hennessy & York, a husband-
wife team, specializes in working
for major U.S. corporations to
make their property, casualty and
employe benefits programs more
cost effective. The firm, founded in
May, has seven clients; all are For-
tune 1,000 companies, four with
more than $1 billion in sales.

Fees are charged as 50% of the
actual cost savings to the firm
achieved through the services of
Hennessy & York, calculated an-

nually for a two-year term. There
are no upfront fees or expenses
When presenting its recommenda
tions, Hennessy & York agrees
with the client on how present
costs and subsequent savings will
be measured. The largest savings
to a client so far has been $2 mil
lion, says G. P. York, chairman.

"Our company was founded on
the assumption that hundreds and
hundreds of millions of dollars are
being wasted each year by the For
tune 1,000 companies in the insur-
ance area alone," says Mr. York,
former risk manager for the
Northrop Corp. Sharon Hennessy-
York is a former employe of RIMS.

"We work directly with the chief
executive officer or chief operat-
ing officer rather than the risk
manager," Mr. York says. To coor-
dinate a savings program, how-
ever, Hennessy & York work
closely with the risk management
and employe benefits depart-
ments.

Continued on next page

SEATTLE and CHARLESTON
. are first lines of defense against spiralins insurance costs. To call in the
ARMI. Assurex Risk Management Ins.iture . in these areas <or
elsewhere in more han 40 states and lE foreign countries) call yoir

Assurex International broker.

LaBOW. HAPNES COMPANY, INC. McDONOUGH-CAPERTON-
2500 Seattle First National

Bank Building 1014 Karawha Boulevard. E.
Seattle, Washington 98154 Charles:on. West Viiginia 25326206-223-1400

304-346-0611SHEPHERD GROUP
See our ad cn page 6

BERMUDA.
OURFIRST IANDING.

Trenwick is E-shore ofahore.

In Bermuda, where we speci 3.ize in reinsurance fer cactives
and reinsuranze brokers.

So when you're looking for new markets
and innovative apprcaches, you need look no further

than the newest name Trenwick

TRENWICK 1 -.
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SI LOUIS and SAN FRANCISCO

. are first lines of defense against spiraling insurance costs. To call in the
ARMI . . . Assurex Risk Management Institute . ..in these areas(or
elsewhere in more than 40·states and 16 foreign countries) call your

Assurex International broker.

THE DANIEL & HENRY
COMPANY Three Embarcadero Center
10 Broadway , Suite 1700

St. Louis. Missouri 63102

CLIFTON & COMPANY

San Francisco, California 94111
314-421-1525 415-434-1500

 See our ad on page 6

Continued from previous page

Insurance Analysis Inc.
4809 Wichers Dr., Marrero,
70072; 504340-7601

Insurance Analysis Inc. special-
izes in providing risk management
counseling and auditing world-

Canyouputapricetag
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I fyou're like mostpeople, you can as far
as the value of your property goes -
whether it's the things in your home, a fleet
ofjetliners or a heavy industrial plant. But
as a buyer of insurance, do you know
where to go forlowestpremiums possible?
When you need insurance, you need
Dale andCompany. We will quote rates that
are not only competitive but probably
better than most. Dale people are experts in
assisting clients in the reduction oftheir

premiums because we consult on every
levelinvolved. Our people have years of
solid experience in the business.Which .
means wd can provide each client
with the broadest coverage necessary.

Not incidentally, Date and
Company is the largest public insur-

ance broker owned by Canadians.
Our client list reads like a

Who'sWho ofche Canadian business

world.Dale does it forthem.We can do it foryou.

Dale&Company Limited *
bnsurance Bmkers

Pancouve,; Edmonton, Calgary, Winnipeg, Toronto, Hamilton, London,
Windsor, Ottawa, Montreal, Halifax, St.johns, Corner Brook, Grand Falls.

Box 18,Toronto-Dominion Centre,Toronto, Ontario MSK 182.Telephone: (416) 366-4645

1

La.

wide to clients in oil-related indus-

tries, with emphasis on diving,
drilling and transportation expo-
sures. Three staff consultants also

testify in court as expert witnesses
for attorneys in maritime matters.

Ninety-eight of the firm's ap- '
proximately 100 clients are on· an
annual'retainer. Fees are figured at
$80 to $100 an hour dep6nding on
the legwork required. "If our esti-
mate ofhours needed to do the job
falls short, we absorb the loss,"
says Burnett J. Tappel II, presi-
dent.

Insurance & Financial

Consultants

21 Baldwin Road, Warwick, R.I.
02886; 401-822-0256

For the last four years, John
Fitzgerald has been providing risk
management consulting services
for small to medium-sized compa-
nies that do not have their own

full-time risk managers. Last year
he had approximately 90 clients,
about 25 on an annual retainer ba-

Sis.

Mr. Fitzgerald's fees average $60
an hour and brought him revenues
in the "low six figures" during
1979.

Insurance & Risk

Management Services

Suite 225, Russo Building, Fredo-
nia, N.Y. 14063; 716-673-1777

The one-man staff of Warren

McPherson last year provided risk

management consulting work for
about 18 clients, 13 on an annual
retainer. Most clients had annual

revenues of $4 million to $5 mil-
lion, with the two largest both
pushing the $15 million mark, Mr.
McPherson said.

Fees are charged by the hour,
with the average charge running
about $45 per hour, he said. Mr.
McPherson declined to release

1979 revenue figures for his five-
year-old operation.

Almost all of Mr. MePherson's

consulting work is in the property/
casualty area. He doesn't design
any pension plans or captive feasi-
bility studies and says he advises
on some employe benefit options,
"but not on a sophisticated level."

Insurance Audit & Inspection
CO.

5425 East 82nd St., Suite 206, Indi-
anapolis, Ind. 46250

This closely held firm performs
risk management audits and full-
scale program evaluations except
for captive insurance company
feasibility studies, which are sub-
contracted. Its approximately 300
clients include small and medium-

sized companies as well as half a
dozen corporate giants.

The 79-year-old firm employs 11
consultants and six other staffers

working in Indianapolis and in
field offices in St. Louis, Charlotte,
N.C., and Columbus, Ohio.

The firm charges a flat fee for all
services. About 80% of the
company's clients pay an annual
retainer ranging from $2,500 to
$10,000. A bigjob with lots oftravel
might be billed at $25,000 or more,
figured on an individual
consultant's billing rates of $500 to
$800 per day.

Insurance Buyers Council
22 West Road, Baltimore, Md.
21204; 301-828-1656

This 35-year-old firm has a client
list of 200 to 250 companies, esti-
mated president William P. Davis
III. About 70% ofthat number con-
tract with the consultant on an an-

nual retainer basis. The staff

includes nine senior consultants,
three associate consultants and six
support personnel.

The range of hourly fees for cli-



ents, including alot ofgovernment
entities, is $50 to $60. He estimated
1979 revenues at about $1 million.

Insurance Consultant

Associates

4848 Guiton St., Houston, Tex.
77027; 713-627-9823

Jack Culbertson advises half a

dozen clients regarding their prop-
erty and casualty risks. He ex-
amines their exposures, evaluates

coverage and recommends insur-
ance.

After 40 years in the insurance

industry as an agent, general man-
ager of an insurance agency and
insurance company officer, Mr.
Culbertson founded his own busi-

ness in 1966.

, He works alone and bills his ser-
vices at $50 an hour.

Insurance Consulting Assn.
P.O. Box 1296, Teaneck, N.J.
07666; 201-836-9595

All of this firm's approximately
100 clients pay annual retainers
that give them continuing access

to the six consultants and 10 sup-
port staff, partner Barron S. Wall
said. The New Jersey-based com-
pany has three branch offices-
one in New York City and two on
Long Island.

Retainer fees range from $2,000
to $50,000, with the average client
paying $10,000 to $15,000, Mr. Wall
said. He declined to release 1979

revenue figures.
Besides clients in the food in-

dustry, this company depends on
Canadian firms for a lot ofits con-

sulting work, Mr. Wall said.

Insurance Management
Consultants Inc.

4113 W. Inman Ave., Tampa, Fla
33609; 813-877-3360

Otto Lee Henderson is president
of this one-consultant firm that

performs insurance audits, de-
signs new risk management pro-

grams and assists clients with
claims handling. Although his 50
clients are engaged in a wide va-
riety of business activities, Mr
Henderson specializes in wrapup
and builder's risk coverage for air
ports of all sizes.

His hourly fee is $50 and he sets a
minimum charge of $250. In 1979,
Insurance Management Consul

tants grossed approximately
$60,000 in revenues, Mr. Hender
son reports.

Roben A. Krause &
Associates

Route 1, Townville, S.C. 29689,
803-287-4477

This firm specializes in world
wide arbitration of disputed

claims, representing either policy
holders or insurers. Robert A

Krause, president, says other con
sultants sometimes retain his com

pany for advice on how to best
represent their clients with a dis
puted loss claim.

"We obtain most of our clients

after they've already been burned
by a bad underinsured loss," Mr
Krause says. "They find they've

been improperly covered and want
to set their house in order."

Four consultants and 10 support
staffers serve about 75 clients, 10%
ofwhich are Fortune 1,000 compa
nies. The firm is headquartered in
SouthCarolina and maintains field

offices in Southfield, Mich., and
Atlanta, Ga.

Consulting fees are $150 hourly
and $750 daily. The firm sets a
minimum retainer fee of$7,500 per
job, based on 10 days work.

K

John Liner Insurance & Risk

Management Advisers Inc.
555 Washington St., Wellesley,
Mass. 02181; 617-235-8450

This four-consultant firm ad-

vises primarily on property and ca-
sualty risks and performs

Continued on page 50
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The American alternative

All American Marine Slip
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Consultants interviewed
This directory is based on interviews with

the consultants conducted by Business In-
surance associate editors Stuart Emmrich

and Rhonda L. Rundle.

Using the membership rosters of the two
consultants' societies as a starting point (In-
stitute of Risk Management Consultants and

Insurance Consultants Society), BI tried to
make the listing as complete as possible.

Omissions may indicate unresponsiveness
from a few consultants contacted.

Independent consultants-those who are
not affiliated with any company that brokers
or sells insurance or insurance-related ser-

vices-are listed first, alphabetically. Con-
sultants affiliated with brokers, insurers or
other sellers of services are listed at the end
of the independent consultants directory.

InsurewithTheSlip.
Strong. Capable. And responsive.
Risk by risk, settlement by settlement, the All Arherican Marine Slip has built a reputation for responsive service.
Writing high-value marine exposures, from drillships to undersea mining equipment, The Slip acts
quicklyon coverages and claims.

With the financial strength of 31 members and one of the most experienced underwriting
staffs in the marketplace, more and more companies are turning to The Slip. Why not
considerthe All American Marine Slip foryour high-value marine risks?

All American Marine Slip, asyndicateof 31 insurance companies,
is managed by Marine Office of America Corporation.

Have your agent or broker contact Robert G. Lowry, President,
All American Marine Slip, 99 John Street, Box 313,
Peck Slip Station, New York, N.Y. 10038,
Phone: (212) 374-2667
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The explosion in
Workers' Compensation costs:
What can you do about it?

One of the biggest prob-
lems facing every company to-
day is how to control the rapid
growth in Workers' Compensa-
tion claims and costs. The rate

of growth has been faster than
the rate of inflation.

Since 1970, for example,
the maximum weekly payout
for permanent total injury
climbed 293% in California;

299% in Minnesota; 378% in

Pennsylvania; and a staggering
465% in Illinois.

Result: premiums keep
climbing. Some companies
even consider themselves lucky
if they're paying only double
what they were just three or
four years ago for Workers'
Compensation coverage.

But that'sjust part of it.
The administrative work in

handling claims takes time and
adds still more to total Workers'

Compensation costs.
If present trends continue,

the burden on employers will
continue to grow. Ne*r regula-
tions and reinterpretations of



existing regulations are mak-
ing benefits to workers increas-
ingly generous. Also, new kinds
of disabilities such as "cumula-

tive trauma" are being added to
the list of disabilities that qual-
ify for benefits. An example is a
former federal employee's claim
for illness brought about by ex-
posure to cigarette smoke dur-
ing working hours.

That's why many compa-
nies turn to Marsh & MeLennan

for help and answers. We han-
dle m6re Workers' Compensa-
tion insurance than any other
broker. We can help most com-
panies develop programs to
reduce accidents and claims.

Get new insights, learn *
about alternatives.

Did you know, for example,
that the premiums your com-
pany pays can be adjusted to
coincide with your cash flow
requirements?

Or that if your company's
losses are lower than your
industry's average, a "loss sen-
sitive" program can be designed
so that you're not penalized for
other companies' experience.

Our claims specialists are
prepared to audit your claim
files, review loss reserves, and

suggest adjustments, if
needed. We'll even act as your
corporate claims manager in
adjusting and settling claims.

We can help you self-insure
and, if you are already self-
insured, obtain excess W. C.

coverage at the best cost.

A closer look at loss control.

Common sense tells you
that one of the best ways to
control the cost of Workers'

Compensation is to control
losses. That calls for a thorough
evaluation of your premises to
remove hazardous conditions

that could lead to losses.

Sounds easy, but watch
out. Hazards such as loose car-

peting are easy to spot. Others,
such as effluents in the atmo-

sphere, aren't. In many cases it

takes a highly trained eye and
special equipment to ferret out
the dangers.

That's where we, at Marsh

& MeLennan, can help.
We'll conduct a complete

evaluation of your premises. We
can even arrange an evaluation
of water supplies, noise levels,
and the air you breathe. You'll
learn if hazards exist, what

they are; and steps you can
take to eliminate them. These

findings can be real eyeopeners
-and a big step forward in
reducing claims that increase
costs.

Still more: ifyou want, we
will also develop an employee
safety training program geared
especially to your company's
specific needs.

At Marsh & MeLennan, we

believe that the rising cost of
Workers' Compensation can be
controlled with the right risk
management strategy. Let us
prove it, starting with a com-
prehensive evaluation of your

present program and claims
history. We can also evaluate
your present facilities to see if
they meet environmental
standards.

Contact Marsh & MeLennan.

We have more than 80 offices

Marsh&
McLen nan

to give you local service
throughout the U.S.

For more information,
write to: Marsh & McLennan,

Incorporated, Dept. 900 BI,
1221 Avenue oftheAmericas,
New York, New York 10020.

Marsh & McLennan's experts custom-tailor

Workers' Compensation programs to suit your
companybspecific needs.

© 1979, Marsh & McLennan, Incorporated
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perspective

By Robert Hughes

HORROR MOVIES seem to be do-ing very well at the box office

these days: the occult, outer space, tel-

ephone terror, a variety of themes

designed to frighten almost

everyone-all in good fun, of course.
One subject that has been overlooked,
however, might not draw well but
could certainly scare the pants off a
large group of financial executives.

Interrupted cash flow? Unforeseen
losses? A major loan package in sham-
bles? How about all of the above

wrapped up into one package and tied
up with the final bit of gore, an unau-
dited financial problem?

"Surely youjest," you cry. "Our com-

pany employs the finest accounting
firm in the world and last year's finan-

cials contained only two notes. What

are you saying, unaudited?"
Call this matinee monster risk man-

agement.

"Foul!" or even "phooey," you say.

"We have the finest risk management
team in the solar system second only to

our accounting team, which is the
finest in the universe."

Okay. Suppose we accept that. You
have the No. 1 accounting team audi-

ted by Zeus's own auditing firm, work-
ing hand in hand with Captain Marvel

of risk management, audited by...

oops! Exit "National Velvet," enter
"Alien."

've deliberately been frivolous tograb attention. Frivolous? Yes. All
in good fun? No. Investors, lenders and
regulatory agencies are rapidly learn-
ing it is no fun at all to commit capital,

lend funds or grant certification of

good health and have such things as
unidentified exposures, ill-conceived

self-assumptions or improperly con-
structed insurance programs knock an
otherwise healthy company into the
red.

Financial managers and their ac-

counting staffs have long since ac-

cepted outside auditing as an integral
part of their business life. The comfort
of having a look at the books and rec-
ords of business concerns by disinter-

ested outside experts has strengthened
the confidence of lenders and investors

alike and permitted a free flow of busi-
ness functions unprecedented in his-
tory and impossible in areas where the
second and third sets of books are com-

mon.

Few, if any, controllers and accoun-

tants view the functions of outside

auditors as an insult to their compe-
tency or a comment on their profes-
sionalism. One must suppose,

therefore, that this working relation-
ship is evidence of the professionalism
present in the financial community on
both sides of the corporate fence.

Butthereisapreponderanceofopin-
ion that risk managers are generally
opposed to outside audits oftheir func-
tion. Why they would be is subject to

Robert Hughes recently left RIMCO, a
risk management consulting firm, to
form his own consulting service in Dal-
las, Tex., Robert Hughes & Associates.

Financial fright
Outside audit can stop
potential horror show

of unforeseen problems
some conjecture, but if one examines
the reasons any person resists audit,
the picture becomes clearer:

• Overt wrongdoing (fear of discov-

ery).
• Lack of self-confidence.

• Unclear job definition.
• Lack of confidence in the auditors.

The first point is hardly worthy ofconsideration but the final three

seem to be applicable. Risk managers
have struggled bravely over the past 20
years to raise their position on the cor-
porate ladder and protect their posi-
tions with great fervor. Unfortunately,
many risk managers have become

highly dependent on the insurance in-
dustry for input and advice with mini-
mal research and fact gathering on
their own to support their decisions.
Many of the firms sporting sophisti-

Corporate management itselfcreates

the problem of unclear job definitions

by refusing to have clearly stated risk

management policies approved by the

board. Many companies continually
force perfectly capable risk managers
into the role of an insurance buyer sim-

ply by lack of definition. Others insist

on relegating risk management to a
part-time role and assigning other sub-
stantial duties to the person responsi-
ble.

The final problem is just as valid as

the other two. National CPA firms have

not staffed themselves to audit the risk

management function, so any attempt
to audit this area is subject to great sus-

picion. Risk management consulting
firms have continuously struggled

with their ethics and self-image. In
spite of this, many are still incompe-
tent to audit a qualified risk manage-
ment, department while others have
played both sides of the insurance
fence too often to maintain credibility.

Times are changing, however. Riskmanagement. consultants have at

least established enough credibility

to attract the attention of lenders

and regulatory bodies. Large
banks are now regularly request-

ing outside opinions on the ade-

quacy of risk management and
insurance programs before loan

approval. State and federal bank-
ing auditors are requesting co-

pies of the "risk management

audit" together with the CPA

0 1000

Terrifying prospect
It is no fun at all to

have such things as

I unidentified exposures,
ill-conceived self-

assumptions or improperly constructed
insurance programs knock an otherwise

healthy company into the red.

cated financial information gathering

and dissemination systems have abso-

lutely no formal system for risk identi-

fication and evaluation.

Most risk managers want to be thor-

ough, but time restraints brought

about by low budgets and inadequate
staffing forces them in many cases to

cut corners. This produces a certain
lack of self-confidence that could

cause a negative feeling toward outside
auditors.

audit. International investors are often

requiring risk management and insur-

ance reports before the committing of

substantial equity funds.

If one is curious as to why this areahas drawn so much attention from

high circles, he or she need only look at
examples of the problem. Take the
multi-billion-dollar bank holding com-

pany in which everyone generally

agreed that the largest potential expo-
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sure was in the fiduciary liability of its
huge trust department.

An outside risk management audit
required by regulatory authorities un-

covered, among other things, that the
trust department exposures were ex-

cluded from the excess liability layers,

contrary to assurances otherwise by

the insurance agent.

How about the oil and gas drilling

firm that discovered upon blowout of a
well that it had signed an agreement

with the owners holding them harm-

less for the loss, which ultimately re-

sulted in an uninsured claim of $4

million? The claim put the firm se-

riously in default o f the working capi-
tal warranties of its equipment
financing. These and other examples
have created the unhappy situations
that have attracted the attention o f the

financial and regulatory communities.
Let's not misunderstand. Outside

CPA audits do not eliminate failures

and outside risk management audits

will not eliminate unforeseen losses.

The key, however, is the confidence

gained by the interjection ofa disinter-
ested third party. It has also become

apparent over the years that many po-
tential accounting problems are

avoided because those responsible

know they must ultimately satisfy out-
side auditors.

-hat does the future hold? If riskmanagers continue to upgrade

their professionalism and elevate their
divisions to positions of esteem it is
quite likely they will find themselves
subject to annual audits. If risk man-
agement consulting firms continue to

upgrade themselves they will probably
be doing the work. If not, the national

CPA firms will no doubt step into the
void.

Whatever happens, the need for out-

side auditing of the risk management
function will not diminish.

The resistance by risk managers to
the outside audit is reminiscent of the

story told by an insurance consultant
who was promoting his services to a

prospective client. The prospect; being
acrusty old wildcatter, had a rather

unique approach to the decision.
"Well, son," he said, "I'm going to call

my insurance agent and ask him if he
thinks you ought to have a look at what

he's doing. If he says yes, I'll think
about it. If he says no, you're hired."

This is good advice for financial vps.

If your risk manager or insurance man-
ager says "yes," then think about an
audit. If he says "no," pick up the

phonetoday. •
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insurance portfolio audits. A large
support staffo f 14 provides techni-
cal as well as clerical services.

A second office in New York

goes by the name of John Liner
Associates Inc. Massachusetts li-

censing laws require the firm to
use "insurance" in its name but

"we are strictly advisers and do not
sell insurance," declares Dwight
Levick. president.

Mr. Levick declined to discuss

the firm's clientele or fees. "We are

well aware of what other consul-

tants are charging and our fees are
comparable and equitable," he said.

Miller & Gilbert

407 Sansome St.. San Francisco

49111; 415-398-3993
Miller & Gilbert, a orofessional

Excess/surplus lines claims ad. ust-
men: firm: has recently begin of-

fering a wide range of consilting
services, including full-line insur-
ance portfolio reviews and claims
audi.ing. M&G consultants will
also train in-house claims adminis-

trators and provile third-party ad-
ministration for self-insurers.

The California firm has offices in

San Franciscc and the Los

Angeles area and plans a th.rd lo-
cation in Seattle next summer, re-
ports Frederick J Fisher, vp. Eight
consultants and five suppor. staf-
fers serve 11 corporate clients, he
adds

Consulting ser•,ices are billed at

$75 hourly, $500 daily, $2,300
weekly or $9,000 monthly. Claims
supervision is generally billed at
$35 hourly, althcugh the firm has
one client charged on a per claim
basis.

Mund, McLaurin & Co. of Los

Angeles
600 S. Commonwealth, Los

Angeles, Calif. 90005; 213-385-3201

'We sell time and expertise to

evaluate and design risk manage-
ment programs,' declares William
J. Pickney, vp of Mund, McLaurin
& Co. The firm also advises clients

regarding risk management staf-
fing.

D.

A five-consultant staff serves

about 85 to 100 continuing clients,
including 30 to 35 in the Fortun-e
1,000, Mr. Pickney says. "We se1138
years of background and experi-
ence," he added. Mr. Pickney de-
clined to discuss consultant fees

except to say they are calculated
on hourly and flat monthly bases.

P.D. Norman Associates Ltd.

8331 River Road, Richmond, B.C.,
Canada, VGX1Y1; 604-273-3033

Working out of its offices in
Richmond and Toronto, this staff
of two consultants and three sup-
port personnel last year provided
consulting work to 22 clients, six
on retainer.

Fees average more than $100 an
hour, said president Peter Nor-
man, who estimated 1979 revenues
for his firm at $300,000 to $500,000.

In the last 10 years, Norman As-
sociates has built a reputation for
handlingclients needingadvice on
professional liability, Mr. Norman
said.

.. . . :4,

William Peet Co.

2156 Inglehart Ave., St. Paul,
Minn. 55104; 612-645-1845

Risk management consulting
services offered by the William
Peet Co. include claims audits,
preparation ofinsurance specifica-
tions, coverage evaluation, prob-
lern-solving, expert testimony and
advice to management on consoli-
dations and mergers.

The two-consultant firm con-

sists of William Peet, president,
and Jeffrey Isenberger, an attor-
ney. The corporation grosses ap-
proximately $30,000 a month in

revenues, Mr. Peet reports.
Consulting services are usually

billed at $75 an hour but may go

higher under special circum-
stances such as a meeting with the
client's board of directors.

H. Russell Perry

P.O. Box 611, Concord, Mass.
01742; 617-263-2226

About 20 clients came to Mr.

Perry for consulting work during
1979, half on a retainer basis. The
typical client, Mr., Perry said, is a
small manufacturing firm with
sales ofless than $50 million a year.

Mr. Perry charges clients an av-
erage o f $60 an hour, with retainer
fees based on the estimated num-

ber of hours needed to provide the
contracted services. Last year's

revenues were between $50,000
and $100,000, Mr. Perry said.

Neil E. Pritchard

325 E. Prospect St., Marquette,
Mich. 49855; 90F228·6932

Neil E. Pritchard is sole proprie-

tor of this four-year-old consulting
business with 23 clients on re-

tainer. He prepares loss evaluation
surveys, writes insurance specifi-
cations and evaluates quotations.

Mr. Pritchard was risk manager
for five years with a university and
today many of his clients are edu-
cational institutions. Most of his

consulting is in Michigan but he
also takes on out-of-state clients.

In Michigan a consultant cannot
charge for services without a writ-
ten agreement, so Mr. Pritchard
puts all new clients on a minimum
annual retainer. Subsequently, he
charges $30 per hour plus ex-
penses, which may be deducted
from that minimum retainer.



Consultants interviewed
This directory is based on interviews with the consul-

tants conducted by Business Insurance associate editors
Stuart Emmrich and Rhonda L. Rundle.

Using the membership rosters ofthe two consultants' so-
cieties as a starting point (Institute of Risk Management
Consultants and Insurance Consultants Society), BI tried
to make the listing as complete as possible. Omissions may
indicate unresponsiveness from a few consultants con-
tacted.

Independent consultants-those who are not affiliated
with any company that brokers or sells insurance or insur-
ance-related services-are listed first, alphabetically. Con-
sultants affiliated with brokers, insurers or other sellers of
services are listed at the end of the independent consultants
directory.

R
RIMCO Risk Management
Inc.

10300 N. Central Expressway,
Bldg. V, Suite 350, Dallas, Tex.
75231; 214-363-2451

RIMCO Risk Management lists
its most popular services as expo-
sure identification, insurance pro-
gram evaluation, alternative
funding studies, claims reviews
and captive feasibility studies.
Three out of 13 staff consultants
specialize in oil and gas exposures.
Construction and medical mal-

practice are other areas of special
expertise, says Keith Kakacek,
president.

Approximately 10% ofthe firm's
200 clients are Fortune 1,000 com-
panies. RIMCO also assists agents
and brokers in getting licensed in
various states.

"We require $1,500 to open a
file," Mr. Kakacek reports. Hourly
fees vary from $40 to $100 for con-
sultants and run about $20 for
clerical services. The 13-year-old
firm also is willing to discuss com-
pensation on a contingency basis.
Revenues last year totaled about
$1.5 million.

Risk Consultants Inc.

2915 Providence Road, Charlotte,
N.C. 28211; 704-364-2600

This 10-year-old firm, with of-
fices in Charlotte, Dallas and Den-
ver, provided services for about
175 clients last year, 50 of them on
annual retainer. The company
added three consultants in the past
two years, bringing the total staff
to 15 consultants and seven sup-
port staffers. The company opened
the Denver office three years ago,
said president William Brown.

Fees for retainer clients range
from $1,000 to $40,000, with the av-
erage running about $10,000 to
$20,000. Hourley charges are $12.50
to $75.

Although about 10% to 15% of
this consultant's clients are among
the Fortune 1,000, Mr. Brown said
his firm specializes in providing
services to companies not large
enough to have their own full-time
risk management department.

Risk Management
Consultants Inc.

250 W. 57 St., New York, N.Y.
10019; 212-582-2214

More than 50 companies, most of
them small businesses without
their own full-time risk managers,
came to this consultant for ser-
vices last year, says president Ezra
Lipshitz, who heads a staff of three
consultants and two support per-
sonnel.

About 90% of the clients are on a
retainer arrangement, paying be-
tween $1,500 and $10,000 a year,
Mr. Lipshitz said. Hourly fees
range from $50 to $100 an hour,
with the average fee estimated at

$60 an hour.
Formed m 1957, this company

provides a wide range of risk man-
agement advice, but stays away

Continued on next page

Insurance can be a valuable
resource for business. But it

cannot replace responsible
objective management. Helping
you understand insurance and
implement the best alternatives
are the objectives of Scor Risli
Management. Our staff is not
only skilled in risk analysis and
insurance management, but also
in finance and tai, reinsurance,
claims administreition and captive
management. '

Contact Walt Patterson about cost

effective alternatives.
WATS 800-527-9036 '
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Scor
Risk
Scor Risk Management, inc., 52nd Floor, First international Building,
1201 Elm Street, Post Office Box 220032, Dallas, Texas 75222
(214) 748-1100

The credit
crunch

Ison.

But not
at AFCO.

Banks are starting to ration credit. Money is getting tight. And it may even get
tighter. Manycompaniesarealready feelingthepinch and are looking for additional

linesofcredit.

As a commercial insured, you can get just what you're looking for...an additional
line of credit...when you let AFCO finance your insurance premiums.

AFCO's valuable additional line of credit does not disturb your existing lines of
credit with banks and other sources. It does not have to be supported by large

compensating deposit balances (the normal requirement of most banks) which in
effect increases the true cost of borrowed money. It's a painless way to ease the

credit crunch.

For more information on the benefits of an additional line of credit, call your agent
or broker. Or contact us today.

Paul M. Holland, Vice President-Marketing, AFCO, 7 Hanover Square, NewYork,
NewYork 10005.

The biggest help in premium financing.
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MIAMI and LOS ANGELES

are first lines of defense against spiraling insurance costs. To call in the
ARMI ... Assurex Risk Management Institute...in these areas (or
elsewhere in more than 40 states and 16 foreign countries) call your

Assurex International broker.

D. R. MEAD & COMPANY KINDLER & LAUCCI

1900 Biscayne Boulevard 1545 Wilshire Boulevard
Miami. Florida 33132  Los Angeles. California 90017
305-576-1101 213-484-0220

 See our ad on page 6
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Rick\Akinkauf, \Usinkauf & Oust Agenc¥ John D'Angelone. AAU-Kansas City Dennis Koontz, inkauf &Crust Agency

Too often, insurance agencies try to land a big aviation account
only to find that, when it comes to service, the/re way off course.

Just ask Rick Weinkauf and Dennis Koontz of Weinkauf & Crust
Agency, Broomfield, Colorado. In the beginning, the agency just

didrit have aviation insurance expertise."Meanwhile;' Rick wrote,
"so many (prospective) accounts were searching for better service,

adequate coverage and limits and a knowledgeable agent'.'
The solution? They went out and got all the experience and expertise

they needed. They got hold of john [YAngetone of Associated
Aviation Underwriters.

"john offered the training and advice we so badly needed. With
his knowledge, we soon felt like professionals.And large commercial

accounts were contacting us:'
john D*ngelone and AAU backed Weinkauf & Crust in many other

ways, too. For example, with the aid of Associated's corporate aircraft,
"we were able to visit the risk in person and quote on the spot. That

gave our agency prestige we could not othenvise have attained:'
The bottom line, of course, is that "the ability to place aviation

business with AAU has proven to be a veryvaluable source of income
to our independent insurance agency-

So before you're ready to land any new aviation business, lend
us your ear.Call one of AAU's professionals and take advantage of

knowledge based on 50years in the aviation insurance business.

A4' 9.'
Associated Aviation Underwriters

90 John Street, NY, N Y 10038
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Continued from previous page
from captive studies and the more
sophisticated self-insurance plans.

Risk Planning Group
722 Post Road, Darien, Conn.
06820; 203-655-9791

At any one time, this Connecti-

cut-based consulting firm will be
under contract to about four firms

and completing individual proj-

ATLANTA • CHICAGO • DALLAS • DENVER • DETROIT • KANSAS CITY • LOSANGELES • SAN FRANCISCO • SEATTLE

E.W. Siver & Associates

3535 First Ave. N., St. Petersburg,
Fla. 33733; 813-822-9335

S

ects for an additional 20 compa-
nies, president Felix Kloman
estimated. Last year, Risk Plan-
ning Group was retained by 20
firms and performed consulting
work for another 100, he said. The
staff includes 10 consultants and
five support personnel.

Hourly fees range from $35 to
$140, Mr. Kloman said, adding that
1979 revenues were in the "very
high six figures."

A broad range of available ser-
vices is what Mr. Kloman stresses
to potential clients, adding that he
deliberately hasn't tried to special-
ize in any one area.

Risk Sciences Group inc.
524 Colorado Ave., Santa Monica,
Calif. 90401; 213-393-0507

Most of this firm's 25 active cli-
ents are Fortune 500 companies
seeking computerized risk man-
agement information systems. The
client's loss data history is pro-
grammed and stored in a com-
puter system that is then run
through different loss forecasting
models. Besides forecasting future
losses, the system facilitates com-
parison of a wide variety of alter-
nate funding models.

Risk Sciences Group president
Joseph A. Destein founded the
Anistics division of Alexander &
Alexander, then broke away two
years ago to go into competition
with his former employer. The
eight-consultant staff includes
persons with Ph.D.s in mathe-
matics and probability, as well as
M.B.A.s and CPAs.

Mr. Destein estimates initial
computer programming charges at
$2,500 per source of data (usually
an insurer), plus an average annual
charge o f $1 per record in the data
base. That figure varies according
to the types of services and infor-
mation required by the client.
Hourly fees range between $25 and
$125, averaging $50 to $60. The
firm's projected revenues through
fiscal 1979, ending March 31, are
$500,000.

"We provide risk management,
insurance and employe benefits
consulting services to the public
and private sector," declares
Edward W. Siver, president ofthis
10-year-old firm. Risk manage-
ment audits are popular with eli-
ents, he says, because they explain
"what you've got, what's wrong
with it and what to do about it."
Property appraisals and claims
auditing are farmed out, he adds.

Eight consultants and seven
support staffers in the firm bill
their time at $20 to $100 depending
on their experience and educa-
tional designations.

T

R. Maynard Toelle

703 Thunderbird Ave., Sun City
Center, Fla. 33570; 813-634-4975

Consultant R. Maynard Toelle
evaluates loss exposures and his-
tory to determine if a client's insur-
ance portfoho in adequate to meet
his needs.

Working in his home in a small
town south ofSt. Petersburg, Fla.,
Mr. Toelle retains six clients and
serves as executive secretary of
the Institute of Risk Management
Consultants. /

Billing is more an art than a sci-
ence, he says, since an assignment
may often be more complicated
than the client or the consultant



originally contemplated. His stan-
dard hourly rate is $65. Affiliated risk consultants
Towers, Perrin, Forster &

Crosby
1500 Market St., Philadelphia, Pa.
19102; 215-563-4500

The insurance consulting de-
partment of TPF&C last year
added 40 clients to its rosters,

many of which came to the Phila-
delphia-based division for finan-
cial analysis and actuarial services,
said Richard Delaney, vp and prin-
eipal. A staffof 10 includes six con-
sultants and four support
personnel.

Fees are hourly-no clients are

assigned a retainer status-and the
range of fees runs from $40 to $150
an hour, plus expenses, Mr. Dela-
ney said. He declined to release
1979 revenue figures.

Although primarily known as an
actuarial firm, TPF&( has been

providing risk management con-
sulting services since 1969, Mr. De-
laney said.

W

Warren, McVeigh & Griffin
1420 Bristol St. N., Newport
Beach, Calif. 92660, 714-752-1058

This full-service risk manage-
ment consulting firm claims about

100 active clients, a majority of
which are Fortune 1,000 corpora-
tions. The most common assign-
ments are claims audits for

self-insurers, design of in-house
claims administration systems,

comparisons of risk funding al-
ternatives, information systems
surveys and captive feasibility
studies, says Bud Griffin, presi-
dent.

The firm also performs captive
insurance company management
audits that evaluate accounting,
claims handling, funding, reinsur-
ance.

Warren, McVeigh & Griffin em-
ploys 11 consultants including an
actuary, plus six support staffers
assisted by a word processing sys-
tem. Two former principals, David
Warren and Donn McVeigh, re-
cently sold their interests in the 12-
year-old West Coast firm.

Most WM&G clients are billed

on an hourly rate ranging from $35
to $120, depending on which con-
sultant does the work. The firm

will quote prospective clients a
price range and maximum cost on
ajob.

Wyatt Co.
233 S. Wacker Dr., Sears Tower,

Suite 5600, Chicago, Ill. 60606;
312-876-1616

The Wyatt Co.'s risk manage-

ment consulting division main-
tains an active list of about 250

clients, including a substantial
number of Fortune 1,000 compa-
nies. Founded in 1973, the division
employs 30 consultants in its of-
fices in Chicago, Washington, De-
troit, Dallas and San Francisco.

Consulting services include
audits o f property and casualty in-
surance programs, preparation of
specifications for competitive bid-
ding, captive and self-insurance
feasibility studies and actuarial
evaluations.

The firm favors a team approach,
with a project manager and other
specialists on each assignment.
There are three actuarial consul-
tants on staff, as well as others with
backgrounds as risk managers,
brokers and rating bureau offi-
cials. More than 100 of the

company's clients are hospitals.
Consultant fees average $80

hourly, ranging from $60 to $125.
Clerical services are billed sepa-
rately at $20 to $25 and analysts'
time at $35 to $45 hourly.

AIG Risk Management

70 Pine St., New York, N.Y. 10005
212-770-6360

A separate division of the huge
American International Group in-
surers, AIG Risk Management
consulted for risk management de-
Rartments of 12 companies last
year, said president Joseph Sme-
tana. Clients have no obligation to
purchase insurance from AIG.
About halfthe clients contract on a

retainer basis.

Mr. Smetana normally has a staff

of five consultants, although work
done on an ad hoc basis, for a For-

tune 500 company might necessi-
tate reaching into other AIG

departments to put together a tem-
porary working team of perhaps 10
people.

Fees are based on time plus ex-
penses, with hourly fees ranging
from $30 for clerical work to $150
for work performed by consul-
tants. He declined to give 1979 rev-
enue figures.

Anistics ,

640 Fifth Ave., New York, N.Y.

10036; 212-840-8300

This risk management consult-

ing subsidiary of Alexander &
Alexander provided services for
about 120 clients last year, with
about 10% of them contracting
with the firm on a retair:€r basis,

said Robert Gielo, A&A senior
vp. The staffo:70 includes 15 con-
sultants, loca=ed in Anistics' of-
fices in New YorK, Palo Alto,
Calif., and Denver.

Fees are hourly or at a project
rate, with the range estimated by
Mr. Gielow of $2,500 to 5100,000
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per project. He declined to give a
revenue figure for 1979.

Anistics is strongest in forecast-
ing potential losses for its clients,
as well as developing financial al-
ternatives to insurance, such as
captives or creative pooling ar-
rangements, Mr. Gielow said. Pres-
ident is Peter Densen.

Chanslor Risk Management
Inc.

10101 Fondren, Houston, Tex.

77096; 713-777-3561
Continued on next page

The Whiting National Key
b To Reducing Your

Worker's Compensation Costs

81/3 I would like to know more about Whiting National's
approach to risk retention (self-insurance) management

0 Please forward more information.

0 Please have a representative contact:

Name

Title

Company/Association

Street Address

City
Telephone

State: 7ip:
Fxt:

Many businesses and associations
have discovered the key to reduci ng
Worker's Compensation Insurance
costs. It's a risk retention (self-insurance)

program. Such a program may liberate
working capital through reduced costs
and increased cash flow.

Couple this program to the manage-
ment expertise of Whiting National
Services and you'll have a winning
combination that will be a major benefit
to your overall financial planning.

You see, Whiting National works for
you. Your Worker's Compensation risk
retention program will be tailored to fit
your needs. Every aspect of your
program will be supervised by Whiting
National's professional management
staff - people with many years of
in-depth experience in insurance
administration.

Whiting National's seasoned,
dedicated professionals provide you
with the full service capability you need
in loss prevention, claims control,
statistical reporting and re-insurance.

What's more, you will be kept
constantly advised on all claims through
regular, readable reports- not confus-
ing computer codes.

As a pioneer in the field, Whiting
National will perform these services better
than other general service firms. We may
even do them more economically.

Talk with a Whiting National profes-
sional today. Call us directly at 813-
223-7521, or mail the attached coupon.

EFRIZI Whiting
I A, I National
m, Services, Inc.

102 Whiting Street
RO. Box 2938

Tampa, Florida 33601
Phone: 813-223-7521
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INSURANCE BROKERS

Offering professional services to
business and industry since 1938

HERBERT L JAMISON& CO.
90 Park Avenue, New York, N.Y. 10016 • Area Code 212-490-7600

Continued from previous page
Chanslor Risk Management spe-

cializes in organizing and manag-
ing association captive insurance
companies in Texas. It offers all

the ancillary services generally
provided by an insurance com-
pany, including claims manage-
ment, loss prevention, audits,
accounting and supervision of liti-

gation.
Bill Chanslor, president, works

with seven technical assistants

A + That's the Tating an independent
reporting agency, the A. M. Best Company,
has consistently given to Crown Life.

This high rating is also the mark of Crown
Life's Regional Group Pension Specialists.
Specialists because our Group Pension people
sell Group Pension and Profit-Shanng Plans

and only Group Pension and Profit-
Shanng Plans.

Back up their expertise with Crown Life's
in-house investment research department,
with a record for above average investment
pedormance; add Crown Life's full line
of funding arrangements designed to fit
almost any situation, and you can see
how our Group Pension operation earned
its reputation.

Find out the whole story for yourself.
Contact one of the Crown Life
Regional Group Pension Specialists
listed below.

Bill Kendrick

Chicago (312) 325-3200

Mike Sandler

Detroit (313) 559-8800

Craig Stevens
Denver (303) 377-2791

Tom King
Memphis (901) 767-8985

Ray Auletta, Jr
New Jersey (201) 376-8150

Graham Benson, Jr
Seattle (206) 454-4624

Bob Affronti Dan Culbertson

Los Angeles (213) 843-5400 Tampa (813) 879-4510

* CROWN
LIFE INSURANCE COMFnNY
HOME OFFICE, TORONTO, CANADA

and four clerks to manage two cap-
tives and provide claims adminis-
tration to four corporate
self-insurers.

Captive management costs are a
percentage of premium income.
Self-insurers are charged a per-
centage of premium based on
manual rates. The firm's approxi-
mately 25 other clients are billed at
$100 to $125 hourly for general con-
sultation.

Continental Insurance Co.

80 Maiden Lane, New York, N.Y.
10038; 212-440-2727

The Continental Insurance Co. is

undertaking a mgjor marketing
drive to emphasize sales ofrisk-re-
lated services separate from insur-
ance, reports Charles L. Ruoff,
senior vp.

Salaried account executives
who do not earn commissions

from insurance sales advise clients

regarding self-insured retentions,
safety, claims administration and
other services. Continental also

provides claims administration,
loss control engineering and com-
puter services to clients on a va-
riety of negotiable fee structures.
Other services, already routinely
available to insurance clients, may
soon be added to the risk-related

services group.

"There is no set compensation
formula," Mr. Ruoff notes. "We
can work on a contract, flat fee or
per claim percentage of paid or in-
curred losses," he said.

CU Risk Management Inc.
600 Atlantic Ave., Boston, Mass.
02210; 617-725-6010

CU Risk Management is owned
but separately operated by Com-
mercial Union Assurance Cos. and

has grown in its three years to
where it handles about 75 clients,
said senior vp Richard Lapham.
About 40% of them are in the For-

tune 1,000.
The Boston-based staff includes

11 consultants and 11 support per-
sonneL Hourly fees usually run
from $30 to $40, said Mr. Lapham,
who declined to give 1979 revenue
estimates. He said the firm grew
67% last year.

Among the firm's strengths, Mr.
Lapham said, are advising clients
on claims management, loss con-
trol engineering and data process-
ing. President is Ross C. Cowan.

Marsh & McLennan Client
Services

1221 Avenue of the Americas,
New York, N.Y. 10020; 212-997-
2000

Marsh & McLennan offers a

wide range of technical services
available to major client busi-
nesses on a fee basis. Mgjor catego-
ries include loss prevention and
security, environmental control,
claims management services to
self-insured client companies and
captive insurance companies
domiciled in Colorado, Tennessee
or offshore.

The gigantic insurance broker-
age firm is staffed to undertake al-
mostany special project, including
multinational insurance services,
nuclear consulting and analysis of
cash-flow benefits of various in-

surance and self-insurance op-
tions.

"Fee work is based on the nature

ofthe assignment, the professional
qualifications of the people who
do the work, and is negotiated with
the client," says Philip J. Brown
Jr., executive vp and head of the
Client Services Group. The vast
majority of M&M's clients, how-
ever, prefer to work with the firm
on an annual retainer rather than
an hourly basis, he added.

M&M declined to discuss its fees

more specifically, explaining that
they are too varied to enumerate.



Consultants inte,viewed
This directory is based on interviews with the consul-

tants conducted by Business Insurance associate editors
Stuart Emmrich and Rhonda L. Rundle.

Using the membership rosters of the two consultants' so-
cieties as a starting point (Institute of Risk Management
Consultants and Insurance Consultants Society), BI tried
to make the listing as complete as possible. Omissions may
indicate unresponsiveness from a few consultants con-
tacted.

Independent consultants-those who are not affiliated
with any company that brokers or sells insurance or insur-
ance-related services--are listed first, alphabetically. Con-
sultants affiliated with brokers, insurers or other sellers of
services are listed at the end of the independent consul-
tants' directory.

Risk Treatment Services Co.
Inc.

3025 S. Park Road, Suite 825, Au-
rora, Colo. 80014; 303-752-4912

This firm's mgjor activity is man-
agementofcaptive insurance com-
panies. One of the five captives
presently managed by RTS was
the first formed under Colorado's

enabling legislation, reports Gary
R. Nelson, vp. The domestic com-
pany is also affiliated with Risk
Treatment Services Ltd. in Ber-
muda.

The firm offers a number of an-

cillary services, including captive
and self-insurance feasibility stu-
dies, claims administration, finan-
cial and accounting services,
investment management and con-
sulting and determiiiation ofinsur-
ance policy premium levels, "but
we are not brokers and we do not

sell insurance," Mr. Nelson says.
Fees are charged on a time and

expense basis ranging from $25 to
$75 hourly, depending on which of
four consultants and three techni-
cal assistants works on the project.
One association captive pays a set
percentage of premium for RTS's
management services.

Scor Risk Management Inc.
1201 Elm St., 52nd Floor-First In-

ternational Building, Dallas, Tex.
75270; 214-748-1100

A newcomer to the risk manage-
ment consulting field, formed in
July 1979, Scor has a client list of
about 20 firms, most ofthem in the
Fortune 1,000 category and all on a
project basis. The staff of six in-
cludes five consultants and one

support person.
Fees range from $30 to $100 an

hour, with the average charge esti-
mated at $80, said executive vp
Tom Miller. Mr. Miller, acknowl-

edging that as a new firm "we have
more money going out than we

have coming in," projected 1980
revenues might reach $300,000.

Free newsletter
now available

IRVINE, Calif.-A new monthly
publication, Governmental Enti-
ties Risk Management Newsletter,
is available free of charge from
H&W Risk Management Services
here.

The newsletter is designed to
provide the latest information and
ideas on risk management and in-
surance to managers of govern-
mental entities.

The first issue of the newsletter

is on organization of intergovern-
mentalinsurance pools, and future

issues will cover feasibility stud-
ies, selecting a broker, public en-
tity liability, umbrella and excess
liability and excess workers com-
pensation.

Free subscriptions may be ob-
tained by sending a request on a
business card or letterhead to

H&W Risk Management Services,
P.O. Box 18614, Irvine, Calif.
92713. •

The Dallas-based firm, a subsidi-
ary of Scor Reinsurance Co., spe-
cializes in captive management
and feasibility studies, Mr. Miller
said. President is Alain B. Ellet. m
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CAPTIVE INSURANCE

The captive insurance company is a mysterious concept. Landmark is ac-
lively involved, through offices in Bermuda, the Bahamas and the Cayman
Islands, in the management of offshore insurance subsidiaries for major
corporation/association clients. Our onshore offices provide captive
feasibility analyses for you or your insured. May we tell you mofe?

MR. WILLIAM E. THOMPSON, PRESIDENT
THE LANDMARK INSURANCE GROUP, INC.

POST OFFICE BOX 676, OKLAHOMA CITY, OK. 73101 TELEMIONE 405/521-9911 TELEX 74-7191

cl LI 1NDAMARK GROUP
THE WORLD OF THE \t/

PROBLEM:

Three division managers in your corporation
have taken exception to the premiums you

have allocated their divisions. You must

convince top management your
allocations are correct.

QUESTION:

Where should you go to get the information?
All you have is your carrier's loss run. and

that information is already out of date
and inadequate.

ANSWER:

CORPORATE SYSTEMS

Our risk and insurance management system
can equip you to give financial management a
timely, accurate, and comprehensive review of
your company's complete risk program. It will
enable you to communicate such pertinent facts
as premium and loss experience, cash flow to
date, status of exceptional claims, and total
direct cost of risk for each risk type, each risk
group, and each profit center.

Corporate Systems can do that and much
more. With our risk and insurance management
system, you have the tools to accurately iden-

tify and evaluate cost of risk. Tools which
enable you to communicate and allocate risk re-
sponsibility where it occurs, at specific cost
centers within your organization.

If you have a risk management information
problem or question, ask us. We've been pro-
viding problem-solving tools to risk managers
for more than a decade, and our growing client
list of more than 1,100 corporations and govern-
mental entities is proof we've been doing a good
job at i. We can supply the answers
you're looking for.

Burnorate
systems -Professional Tools for Professional Risk Management

P.O. Box31780, Amarillo, Texas79120

806/376-4223, 800/858-4351 (toll free outside of Texas), Corporate Systems Australia, 390 St. Kilda Road, Melbourne. Australia 3004



56 /business insurance, February 18, 1980

PC
CRAVENS, DARGAN & COMPANY

PACIFIC COAST

MARKETS FOR:

AVIATION, SPECIAL RISKS PROPERTY, LUMBER,
EXCESS & SURPLUS, OIL, OCEAN MARINE

HOMEOFFICE

350 CALIFORNIA STREET, SUITE 1600
SAN FRANCISCO, CA 94104

(415) 622-7500

REGIONAL OFFICES
SAN FRANCISCO

555 Cali fornia Street, Suite 2900
(415) 622-7500
LOS ANGELES

3580 Wilshire Blvd.
(213) 380-5650

SEATTLE

Peoples Nat'I Bank Bldg., Suite 922
(206) 223-1800

SPOKANE.

Washington Trust Building, Suite 1001
W. 717 Sprague Street

(509) 456-8580
PORTLAND

200 Market Building, Suite 700
(503) 248-9616

NEW YORK

90 William Street
(212) 344-5912

ATLANTA

30 Perimeter Center East, NE
(404) 393·0640

CHICAGO
Sears Tower, Suite 573C
233 South Wacker Drive

(312) 876-0262
HONOLULU

1510 Pioneer Plaza
(808) 521-5031

The
Underwriter's

Underwriter

f

info

• Equifax Services has

published a brochure describing a
systematic approach to renewal
automobile underwriting. For a
free copy, write Linda J. Bolinger,
Equifax Services Inc., 1600 Peach-
tree St. N.W., P.O. Box 4081, At-
lanta, Ga. 30302.

• A guide describing aspects of
substantive and procedural law
pertaining to product liability
claims against overseas manufac-
turers and distributors is availa-
ble free to corporate insurance
buyers. Cost to all others is $3.
Write Sol Kroll, Kroll, Killarney,
Pomerantz & Cameron, 500 Fifth
Ave., New York, New York
10036.

• A pamphlet published by Un-
derwriters Marine Services Inc.
contains information on how to

We have more underwriters,
with more experience, and
more ideas, in more places,
than any of our competitors.
Jacobus J. Van de Graaf
Underwriter, Greenwich

eneral Re
General Reinsurance Corporation. 600 Steamboat Road. Greenwich. Connecticut 06830Atlanta, Chicago. Columbus, Dallas, Hartford, Houston. Kansas City. Los Angeles. New York. PhiladelpMia. San Francisco, Seattle, Washington. D.C , Montreal and Toronto, Canada and London, England

choose a marine insurance under-
writer. For a free copy, write Un-
derwriters Marine Services Inc.,
Suite 1516, One Shell Square, New
Orleans, La. 70139.

• Swiss Life network has
published a booklet describing in-
ternational group life and pen-
sion services. For a free COPY,
write George G. Smyth, Interna-
tional Benefit Associate, Swiss In-
ternational Services Inc., 560
Sylvan Ave., Englewood Cliffs,
N.J. 07632.

• "The Standard for Safety for
the Rating and Fire Testing of Fire
Extinguishers" describes the re-
quirements of fire extinguishers
intended for use in attacking class
A, B, C and D fires. Cost is $3 per
copy. Write Underwriters Labora-
tories Inc., Publications Stock
Dept., 333 Pfingsten Rd.,
Northbrook, Ill. 60002.

• Brochures describing risk
management services such as
stop-loss planning, claims han-
dling and counseling services, loss
control and employe benefit ser-
vices are available from Scott Wet-
zel Services Inc. For free copies,
write Robert F. Benson, sales
director, Scott Wetzel Services
Inc., 500 Pacific Ave., seventh
floor, P.O. Box 418, Bremerton,
Wash. 98310.

• The Ohio Bureau of Workers
Compensation has published three
pamphlets explaining different
phases of the workers compensa-
tion program. "You've Filed an
Occupational Disease Claim; What
Now?" explains the procedures
and benefits available for occupa-
tional disease claims. "Workers
Compensation on the Farm" ex-
plains how the workers compensa-
tion law applies to farm labor.
"The Handicapped Employe" ex-
plains the advantages of a program
to reimburse employers for the
cost ofjob injuries to handicapped
workers. For free copies, write to
the Publications Center, Bureau
of Workers Compensation, 246
N. High St., Columbus, Ohio
43215.

• Hartford Steam Boiler's
"Quick Reference Guide to the
ASME Boiler and Pressure Vessel
Code," has been revised. The
guide illustrates types of boiler
and pressure vessel construction,
and composite drawings refer the
user to the applicable rules in the
code. For a free copy, write to the
customer service department,
Hartford Steam Boiler Inspection
& Insurance Co., 56 Prospect St.,
Hartford, Conn. 06102. Specify sec-
tion VIII, unfired vessels.

• "ADT High Technology Secu-
rity for People, Premises and
Profits" is a booklet showing
nearly every electronic protection
product and service available
from ADT. The booklet features
the latest in microwave, ultrasonic,
card access and closed-circuit TV
systems. Single copies ofthe book-
let are available free. Write for
form 948-00, to ADT, One World
Trade Center, 92nd floor, New
York, N.Y. 10048.

• "Behind the Scenes of Ta-
marack Self-Funding" offers an in-
troduction to self-funded health
care. The brochure details the ad-
vantages and flexibility of self-
funding. For a free copy of the
brochure, write Tamarack Man-
agement Corp., Standish Plaza,
243 Church St., Pembroke, Mass.
02359.

• Would you say that the relia-
bility and productivity of over-65
workers are equal to that of youn-
ger workers? Yes, according to



1 0 receive materials listed in Info for Buyers, write to
i the name and address accompanying each item, men-
tioning that you saw the item offered in Business Insur-
ance. Readers are invited to submit educational and

promotional material of interest to risk managers and em-
ploye benefit chiefs for possible inclusion in the column.
All items that are free and ofinterest to our readers are eli-

gible; those available at a modest cost will be considered.
Send a sample to Info for Buyers, Business Insurance, 740
Rush St., Chicago, Ill. 60611.

Bankers Life & Casualty, and
sometimes better. The results of

the company's study are contained
in a 15-page booklet. For a free

copy, write Robert P. Ewing,
Bankers Life & Casualty Co., 4444
W. Lawrence Ave., Chicago, Ill.
60630.

• A series of promotional bro-
chures on the workers compensa-
tion services of Gates, McDonald
& Co. is available by writing its Co-
lumbus, Ohio, headquarters. Bro-
chures on self-insured workers

compensation, cost-control ser-
vices, administration of a self-
insured workers compensation
plan and industrial claims analysis
reports can be ordered by writing
C.S. Jenks. assistant vp, Gates, Mc-
Donald & Co., One Nationwide
Plaza, P.O. Box 1944, Columbus,
Ohio 43216.

• A fact sheet on the supplemen-
tal safety services of Gates, Mc-
Donald & Co. outlines the services
available through Gates, Mc-

Donald that help companies keep
abreast of the Occupational Safety
and Health Act. For a free copy,
write C.S. Jenks, assistant vp,
Gates, McDonald & Co.,One Na-
tionwide Plaza, P.O. Box 1944, Co-
lumbus, Ohio 43216.

• The U.S. Chamber of Com-

merce is accepting orders for the
1980 edition of Analysis of
Workers Compensation Laws. For

a free brochure on the publication,
which will come out in March,
write U.S. Chamber of Commerce,
1615 H Street N.W., Washington,
D.C. 20061. Request the order form
for publication No. 6174.

• System Development Corp.
outlines in a promotional brochure
how to setup aclaims administra-
tien system. For a free copy, write
Arthur L. Slotkin, vp and general
manager, System Development
Corp., 2500 Colorado Ave., Santa
Monica, Calif. 90406.

• The Houston Rehabilitation

Group describes its comprehen-
sive rehabilitation services in a
12-page booklet. The booklet out-
lines the rehabilitation process,
discusses the need for rehabilita-

tion facilities and presents a policy
statement of the Houston Rehabili-

tation Group. For a freecopy, write
Larry A. Feigenbaum, The Hous-
ton Rehabilitation Group, 6100
Richmond Ave., Houston, Tex.
77057.

• A professional liability hand-
book for architects and engineers
is available from the M.M.I.

Agency of Alabama. Adequate
levels of coverage, insurance com-

panies, policy forms and cov-
erages, rating formulas, statutes of
limitations in Alabama and hold

harmless agreements are topics
covered in the handbook. For a

free copy write A. Ronald Simp-
son, The M.M.I. Agency Inc., 2051
Oak Mountain Drive, Pelham, Ala.
35124.

• Edwin M. Rollins Inc., manag-
ing general agents in North Caro-

lina, is offering a pocket guide of
its specialty excess and surplus
lines. For a free copy write Edwin
M. Rollins Inc., P.O. Box 4563, 511
Cecil St., Charlotte, N.C. 28204.

• Notifier Co. has published a

guide showing the latest methods
for using electrical detection and
alarm equipment to prevent acci-
dental water damage and to guard

against shutoff of a sprinkler sys-
tem. The guide also lists new types
of sprinkler valve supervisory

switches and supervision system
control panels. For a free copy
write NotifierGuide ofMore Effec-

tive Supervision of Sprinkler Sys-
tems, The NotifierCo., 3700 N. 56th
St, Lincoln, Nebraska 68504. •

MINNEAPOLIS and PORTLAND

. are first lines of defense against spiraling insurance costs. To call in the
ARMI ... Assurex Risk Management Institute...in these areas (or
elsewhere in more than 40 states and 16 foreign countries) call your

Assurex International broker.

BRANDOW HOWARD KOHLER

& ROSENBLOOM. INC.
3601 Park Center Boulevard

Minneapolis. Minnesota 55416
612-929-5551

MORSE. PAYSON & NOYES
57 Exchange Street

Portland. Maine 04112
207-775-7211

See our ad on page 6

Our policy on international
insurance: A single, unified program
to cover all your risks.
Language differences. Fluctuating curren-
cies. Strange laws and customs. Unusual
claims procedures. Internationalinsurance
canbe complicated.

That's why, at Continental, we workto
make it simple.

Often, a single, concise document
explains all your client's cover-
ages.Whether it's one plant in
one country or a dozen plants
in a dozen countries, it's all .
explained simply and clearly.

More than anything else, this simple,
unified approach helps your client manage
a maj or part ofhjs responsibility.

With international specialists located in
offices anross theU.S. andCanada, and

fully-staffed branches in key
locations overseas, plus a net-

work of24 affiliates in 70

countries, we stand rea*
tomaketheworldof

;1 international insurance
] \ a lot simpler.

f

1

FLUCTUATING CURRENCIES f

'·Sl

6m

/mq. //L

The Continental Insurance Companies A
subsidiaries of The Continental Corporation Home Office: 80 Maiden Lane, NewYork, N.Y. 10038 9.9.'00

Hometown Service. Worldwide
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North America dominates life business
DOMESTIC NORTH American

insurers dominated the interna-
tional life insurance business rn

1978, but shared the non-life busi-
ness almost equally with Eun-
pear. insurers, according to a
report by :he North American
Reinsurance Ccrp.

North American companies rep-
reser.ted 46.9% of the 10,586 do-
mestic insurers n 69 countries.

Europeans tallied 33.9%, Latin
Americans 9.5%, Australians 2.8%
Asians 4.5% and Africans 2.4%.
North American insurers wrote
69.1% of the life business and 44%

of the non-life, while Europear.s
wrote 18.5% and 29.8%, respee-
tively. ,

North American insurers also
led the rest of the world in direet

premium volume, writing $174 bil-
lion or 48.3%. Europe followed

markets

with $t12 billion or 31.1%; Asia re-
gistered $55 billion or 25.3%; Aus-
tralasia. $8 billion or 2.2%; Latin
Amer:za, $6 billion )r 1.7% and
Africa with $5 billion c•r 1.4%.

Of the 2,535 insurers operating
abroad, 50.4% were in European
Econctnic Community countries,
41% were from the rest of the Or-

ganiz:ton for Economic Coopera-
tion and Developmen: and 8.6%
from ccuntries outside these blocs.

The EEC insurers wee most ac-

tive abroad, with 36.3% ofthe com-

panies writing foreign business,
while only 13.8% of thc:e from the
rest oi Organization for Economic
Cooperation and Development did
SO.

The

one-stop, 0
full-servwe
self-ina i I el , r*I :

66 Super-market"
for workers

compensation!

Delaware draws
Fifteen insurers and reinsurers

have been reincorporated or relo-
cated in Delaware in the past year
thanK: to the efforts of the Why
Not Delaware Committee, said
state insurance commissioner

David H. Elliott at the committee's

first anniversary meeting recertly
Eleven other applications are

pending. ,
The committee, discusding Flans

for the coming year, agreed more
effort should be directed at per-
suading insurers to buildas well as
domesticate in the state as part of
the state's continuing program foI
economic growth.

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

· Excess Insurance

Aggregate and Specific

· Claims Administration .

· State Qualification and
Filings

· Self-Insurers Bond

. Safety Services

· Cash Flow Analysis

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

Colo. branch

Cen-ral Reserve Life of North

America Insurance Co., headquar-
tered in Berea, Ohio, has been ad-
mitted to do business in Colorado.

Pibert Parsons has been ap-
goinbed Central Reserve Life's
Erst western regional representa-
t_ve, based in Denver, and will pro-
mote the company's group
ccversges throughout the state.

Reinsurance broker
A new re.r_surance brokerage

firm, Re-Sources Inc. Interme-
diaries, has been established in
Chicago. Primary purpose of the
firm is to serve U.S and Canadian

companies with ceded treaty rein-
surance. Re-Sources will be

headed by Lee H. Asbridge, most

We also imrite brokers

and agents to inquire about
what we can do to keep
their customers satisfied.

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

Serving self-insurers
since 1941.

Unde[writers Sal*
&Clai ms. Inc.
Post Office Box 6769

140 Whinington Parkway

Louisville, Kentucky 40206
Phone: 5021425=8660

Omcis in: Knoxville, TN/
Marion, IL? Norton, VA/
Paintsville, KY

t

One-Stop/Self-insurance Market 1

recently a vp for RFC Interme-
diaries in Chicago and senior vp of
Reinco Intermediaries in New
York.

E/S subsidiary
Bache Group Inc., an invest-

ment brokerage firm, has formed a
new subsidiary, Bache Special
Risk Brokers Inc. Roger S. Walsh
will be president of the new sub-
sidiary.

Bache Special Risk Brokers Inc.
will deal with domestic and for-

eign surplus lines insurers, acting
as an excess and surplus lines bro-
ker or managing underwriter for
these companies. The subsidiary
will develop special programs to
be sold by the various retail agents
and brokers through these respec-
tive companies.

The company will initially oper-
ate in New York City.

New insurer
Canadian Universal Insurance

Co. Ltd. will gradually discontinue
writing excess and surplus and
special risks business in the United
States and will concentrate solely
on the Canadian market.

The company's U.S. activities
will be taken up by a new
company-Canadian Universal In-
surance Co. Inc. In 1979, Canadian
Universal Insurance Co. Ltd. wrote

about $76 million in U.S. pre-
miums that will provide the "nu-
cleus for the new company's
growth," says a spokesman for the
company.

Both companies are subsidiaries
of American Universal Insurance

Group, headquartered in Provi-
dence, R.I., and are under the same

management.

Alaska license

Pacific Marine Insurance Co.
has been licensed to do business in

Alaska and will specialize in ma-
rine coverages, including property
and indemnity and hull and cargo,
exposures to the U.S.

Longshoremen's and Harbor
Workers Act, and hazardous forms
of onshore workers compensation.

The company also will write ship
repairers' and marine operators' le-
gal liability as well as other liabil-
ity coverages to complement
workers compensation.

Pacific Marine is also seeking li-
censes as an admitted insurer in

Oregon, Washington and Califor-
nia. The marketing and adminis-
tration office is at 211 Sixth Ave.

N., Seattle, Wash. 98109; phone
206-464-1530, telex 152722 CEN-
TENNIAL.

Reinsurer expands
Nasco Karaoglan, a Mideast in-

surance group with offices in Lon-
don, Paris, Athens and Bermuda,
is moving into reinsurance busi-
ness in the U.S. It is. setting up
Nasco Reinco Inc. in New York as

a licensed intermediary to handle
all types of international reinsur-
ance but with special emphasis on
Mideast needs. Nasco Karaoglan

operates largely in Saudi Arabia,
with branches in Lebanon and the

Persian Gulf area.

Chinese say 'no'
People's Insurance Co. of China

says it is not participating in the in-
ternational reinsurance pool
managed by Re/International Ltd.,
but the Los Angeles-based reinsur-
ance intermediary says the Chi-
nese could be guilty of breach of
contract.

The Chinese insurer was to have
joined Re/International's pool as of
Jan. 1, but because of a dispute be-
tuieen the two parties, People's In-



surance Co. says it has withdrawn
its interest.

The pool, with underwriting
management based in London, in-
cludes about 20 international rein-

surers and primarily writes foreign
treaty reinsurance, according to
Re/International president War-
wick Feldman. It reinsures few

U.S. risks, he added.
In an advertisement in the Jan. 3

issue of The Wall Street Journal,
People's Insurance Co. said it had
notified Mr. Feldman of its inten-

tion not to participate in the pool,
adding that Re/International re-
fused to accept the notification and
intends to underwrite on behalf of

the Chinese company.
People's Insurance Co. further

states that it disclaims responsibil-
ity for business transacted in its
name by Re/International.

Mr. Feldman would only say the
Chinese insurer is seeking to with-
draw from a contract and that Re/

International could have grounds
for a lawsuit.

James Greer of LeBouef, Lamb,
Leiby & MacRae, People's Insur-
ance Co.'s counsel in London,
would not discuss the dispute.

Acquisitions
Albert M. Bender Co. Inc., the

insurance brokerage subsidiary of
Bache Group Inc., has acquired
Cohn, Dach & Howard Inc., an in-
surance brokerage in Los Angeles.
The acquisition is for $3.5 million
in Bache Group common stock.

John H. Crowther Inc., a Minne-
apolis-based general agency, has
merged with the Blakely General
Agency Inc. in Topeka, Kan. Cur-
rent personnel, offices and operat-

Fires cost

$8.2 billion
in 1971-78

NEW YORK-The mAjor fires in
the world from 1971-78 caused a to-

tal loss of more than 13.1 billion

Swiss francs, or $8.2 billion at cur-
rent exchange rates, the North
American Reinsurance Corp. re-
ports.

The study examines 493 fires
worldwide, each with a loss
amount of 10 million Swiss francs
or $6.3 illion or more, including
indemnities for loss of profits.
Eastern Bloc countries are ex-
cluded.

Most fire disasters occurred in

Europe-276-more than twice as
many'as the 114 in North America
and the 103 in other areas. Most
losses worldwide, 293 or 59.5%,
were in the lowest category of 10
million to 20 million Swiss francs.

A total of 88, or 17.8%, cost 21 mil-
lion to 30 million, and 112, or 22.7%,
amounted to more than 30 million.

In all areas of the world, fires
with losses o f more than 30 million

Swiss francs added the biggest
chunk to total losses, 52% or6.8 bil-
lion of the 13.1 billion. In Europe,
such losses comprised 46.6%, or 3.2
billion, of the total 6.9 billion; in
North America, they comprised
54% or 1.6 billion of the 3 billion

total, and in other areas the most
costly fires made up 61.9% or 2 bil-
lion of the 3.2 billion.

Loss amounts in the lowest loss

category came in second, with
31.8% or 4.2 billion worldwide, and
losses in the second highest cate-
gory added the least burden, 16.2%
or 2.1 billion total.

Of the 379 catastrophic fires oc-
eurring outside North America, the
cause could only be determined for
200. Many of the unknown causes
may be attributed to arson, the re-
port says. Similar figures were not
available for North America.

Of the 200 known causes, 54 or
27% were caused by explosion, 46
or 23% were caused by arson. •

ing methods will continue under
the direction o f Victor D. Blakely.

The Strauss Zahn Co., a Milwau-
kee insurance counselor and loss

adjustment firm, has been ac-
quired by the Laub Group Inc., an
independent Wisconsin insurance
agency.

"There is a trend among firms in
our industry that offer risk man-

agement and purchase insurance
to offer the risk management
counsel for a fee to avoid a conflict

of interest. The acquisition will
enable us to offer Strauss Zahn and
Laub clients new, sophisticated
risk management concepts for this
fee, while additionally serving as a
public loss adjuster," said Ray-
mond H. Laub, Laub Group presi-
dent

Balden, Carter & Viles Inc. of
Oxnard, Calif., has merged into
Frank B. Hall of California.

Balden, Carter & Viles, es-
tablished in 1962, concentrates on

agricultural business. The firm
will operate as a separate division
of Hall.

New offices

J.H. Blades Inc. has opened an
office at Energy Center One, 717
17th St., Suite 2270, Denver, Colo.
80202; phone 303-623-0677. Bill A.
Yeargan, assistant vp, will be in
charge of the office.

Northbrook Property & Casu-
alty Insurance Co., a commercial
subsidiary of Allstate Insurance
Co., has opened a branch office at
2600 N. Mayfair Road, Milwaukee,
Wis. 53226; phone 414-475-9222. It

will be headed by branch manager
James M. Laurie.

The Southern California divi-

sion of Employee Benefits Inc., a
workers compensation insurance

company, has opened a new sales
and service office at 107 S. 57th St.,

Suite 231. El Centro, Calif. 92243;

phone 714-353-5350..

The offices ofthe Texas workers

compensation assigned risk pool
and the Texas Medical Liability
Insurance Underwriting Assn. are
in a new location: 200 One La

Costa, 1016 La Posada Drive, Aus-
tin, Tex. 78752. The Texas assigned
risk pool number is 512-458-9181
and the Texas underwriting asso-
ciation number is 512-452-4370.

Newly relocated Drake Insur-
ance Co. has changed its name to
Atlanta International Insurance

Co. The new name underscores the

company's selection ofAtlanta as a
home base for its national opera-
tions. The company's home office
is at 1700 Commerce Drive N.W.,
Suite 100, Atlanta, Ga. 30318.
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The Aneco Group of America
Inc., a subsidiary of Aneco Rein-

surance Co. Ltd. in Hamilton, Ber-
muda, has opened a new excess
and surplus lines firm, ANEXCO

Insurance Agency Inc., at 60 State
St., Boston, Mass.; phone 617-227-
6722. Kenneth L. Cook, president,
and Patrick Ciano, executive vp,

will be responsible for developing
property and casualty excess and
surplus business.

American International Under-

writers, a member of American in-
ternational Group, has opened an
office in Cleveland to handle Ohio

and Kentucky business. This work

was formerly performed by the
Chicago office. Heading the Cleve-
land branch is Cheri J. Cheyne,

who has been appointed AIU spe-
cial representative.

The Youngstown district office
of the Ohio bureau of workers
compensation and the industrial
commission of Ohio have moved

to 100 Westchester Drive. The in-
dustrial commission·s rehabilita-

tion division and the division of

safety and hygiene are in the same
office complex. •

Learn how to use the London insurance

market before the U.S. market downswing

International Risk

Management Institute, Inc.,
the National Association of

Professional Insurance Agents
and OYEZ International Business

Communications, Ltd.,
cordially invite you
to learn more about

The London Insurance Market

by attending
THE LONDON CONFERENCE
April 20 to 24,1980

Many insurance experts are predicting that
the coming year will see a reduction in the
underwriting capabilities of many American
insurance companies. In the near future,
insurance executives or brokers may have
to look overseas to the London insurance

market for coverages for their clients or
companies.

Ask them yourself. For three full days,
distinguished speakers from both sides of
the Atlantic, including ranking underwriters
and brokers from Lloyd's of London, the
most prestigious insurance association in
the world, and the insurance director of the
EEC will conduct lectures, panel discus-
sions and workshops for participating
American insurance executives.

Tour Lloyd's. In addition, participants will
have the rare privilege of touring the Under-
writing Room of Lloyd's, where up to 4,000
underwriters and brokers negotiate cov-
erage of the most difficult insurance risks in
the world.

Rare opportunity. The London Confer-

ence should prove to be the experience of a
lifetime, both from a business and cultural

standpoint. The London market is where it
all began, and the opportunity to benefit
from the wisdom of 300 years of insurance
history has not often been offered.

London in April. Although the sponsors of
the conference have planned it as an
exceptional learning experience for sophis-
ticated insurance practitioners, the trip
offers an added enticement. London is the
colorful seat of the world's oldest reigning
monarchy, and every street is redolent with
history. The vision that became America
was born in England, and all of us have
wanted to visit Westminster Abbey, the

Tower of London and the Houses of Par-
liament. While at the conference, we will
also have an opportunity to enjoy the sights
and sounds of this beautiful city, re-living
our heritage and savoring the mood of
London in April.

We sincerely hope you will join us.

P.S. Ask your wife if she'd like to go with
you. A full schedule of events has been
planned for her entertainment, including
visits to the London theater (considered by
many the finest in the world), shopping
Bleeker Street, and tours of historic
old Londontown.

LONDON CONFERENCE RESERVATION
Mr. William S. Mcintyre, International Risk Management Institute, Inc..Dept.
Suite 350, Building V, 10300 N. Central Expressway, Dallas, Texas 75231
Dear Bill:

Thanks for the invitation. I am looking forward to visiting historic Lloyd's of London and enjoying
London in April. I understand the registration fee for the conference only is $595.00 and if my wife
comes along her registration fee is $82.00. (Does not include any travel or accommodations.)
¤ Count me in 0 Include my wife 0 Check enclosed for full amount

C Check enclosed for O Please send information 01 Bill my company
$100 non-refundable deposit on P.I.A. discount El Bill me

Name

Company · Title
Address

City State Zip

Telephone

Signature

understand that if only a deposit is sent now, the balance of the fee is due by March 1,1980. Registrants
whose cancellation requests are received at International Risk Management Institute atter March 31, 1980
are liable for the entire fee. All cancellations must be in writing.

81-218
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New York

708 Third Avenue, N.Y. 10017 (212) 986-5050
Chicago:
740 Rush Street, IL 60611 (312) 649-5275
Los Angeles:

6404 Wilshire Blvd., CA 90048 (213) 651-3710
Business Insurance, the national newsweekly of loss
prevention, risk financing and employe benefit management

datebook
MARCH 3. Employe Benefit
Briefing in Hollywood, Fla., spon-
sored by the International Founda-
tion of Employee Benefit Plans;
$100 for members, $125 for non-
members. Also March 4in New Or-
leans; April 2 in Portland; April 3
in Los Angeles; May 7 in Boston;
May 8 in New York; May 21 in
Baltimore; May 22 in Detroit; July
9 in Indianapolis, and July 10 in
Kansas City. International Foun-
dation o f Employee Benefit Plans,
P.O. Box 69, Brookfield, Wis.
53005; 414-786-6700.

MARCH 47. Computer Methods
in Risk Management seminar in
New York City, sponsored by
Anistics; $550. Seminar coordina-
tor, Anistics, 640 Fifth Ave., New
York, N.Y. 10019; 212-514-6050.

MARCH 10-12. Employe Benefit

You Work for Profit

8MF

.

We Work to Protect It

Bayly, Martin & Fay International, Inc.
Harlan, Inc.

International Insurance Brokers & Risk Management Consultants
f Copyright 1979

Corporate Headquarters • 3200 Wilshire Boulevard • Los Angeles. California 90010•(213) 736-9600

Conference in Miami Beach, spon-
sored by International Foundation
of Employee Benefit Plans; $380
for members, $445 for nonmem-
bers. International Foundation of
Employee Benefit Plans, P.O. Box
69, Brookfield, Wis. 53005; 414-786-
6700.

MARCH 13-14. Defense of
Workers Compensation seminar
in New Orleans, sponsored by the
Defense Research Institute; $160
for members, $190 for nonmem-
bers. Tony Karpowitz, assistant re-
search director, Defense Research
Institute, 1100 W. Wells St., Mil-
waukee, Wis. 53233.

MARCH 17-19. Fundamentals of
Insurance Course in Houston,
Tex., sponsored by RIMS; $225 for
members, $150 for each additional
participant from the same com-
pany, $325 for nonmembers. Con-
tact Lynn Fischoff, RIMS, 205 E.
42nd St, New York, N.Y. 10017;
212-557-3294.

MARCH 17-19. Techniques of
Risk Management Course in New
Orleans, sponsored by RIMS. Also
March 19-21 in Dallas Tex.; $225
for members, $150 for each addi-
tional participant, $325 for non-
members. Contact Lynn Fischoff,
RIMS, 205 E. 42nd St., New York,
N.Y., 10017; 212-557-3294.

MARCH 17-19. Motor Fleet Safety
Management Seminar in Houston,
sponsored by the International
Safety Academy; $375 or $335 each
for three or more from same com-
pany. ISA, P.O. Box 19600, 10575
Katy Freeway, Houston, Tex.
77024; 713-932-9400.

MARCH 17-20. Reasoning Rein-
surance Course in Irving, Tex.,
sponsored by the Risk Manage-
ment Institute; $375. Risk Manage-
ment Institute, University of
Dallas Station, Irving, Tex. 75061;
214-438-1123.

MARCH 17-20. Reasoning Rein-
surance Seminar in Dallas, spon-
sored by the University of Dallas;
$395. Risk Management Institute,
University of Dallas, Irving, Tex.
75061; 212-438-1123, ext. 360.

MARCH 18-19. Capping the Blow-
out: Loss Prevention in the Oil,
Gas and Petrochemical Industries
Conference in Toronto, Ontario,
sponsored by the Financial Post
and Air Canada; $375. Financial
Post Conferences, 481 University
Ave., Toronto, Ontario, Canada
M5W 1A7; 416-596-5678.

MARCH 18-21. Loss Forecasting/
Statistical Analysis Risk Man-
agement Seminar in New York
City, sponsored by Anistics; $550.
Anistics, 640 Fifth Ave., New York,
N.Y. 10019; 212-541-6050.

MARCH 19. Future Problems and
Alternatives in the 19805 in Bos-
ton, sponsored by the Mass. RIMS;
$35 per person. Contact Bert L.
Weber, Cabot Corp., 125 High St.,
Boston, Mass. 02110; 617-423-6000.

MARCH 25-28. Financial Plan-
ning Seminar in Risk Manage-
ment in New York City, sponsored
by Anistics; $550. Seminar coordi-
nator, Anistics, 640 Fifth Ave.,
New York, N.Y. 10019; 212-541-
6050.

MARCH 28. Risk Assessment in
the '805 in Oakland, Calif., spon-
sored by the Northern California
Section of the American Industrial
Hygiene Assn.; $25 in advance, $30
at the door. Contact Linnea Cas-
teneda, Kaiser Aluminum &
Chemical Corp., 1465 Factor Ave.,
San Leandro, Calif. 94577; 415-483-
8001.



New tests

measure

hearing
NEW YORK-Employers stung

in recent years by the increasing
number of hearing-loss workers
compensation claims can tap a
couple new aids for detecting ma-

lingerers, a doctor says.
Two sophisticated new tests, one

quick and inexpensive and the

other a little more complicated,
have been developed to objectively
test a worker's hearing loss. Pin-

ning down hearing loss has been a
problem for employers and physi-
cians, says Dr. Joel Berstein.

One new method measures the

middle ear pressure o f a patient by
reproducing a sound that can only
be heard at 85 decibels above the

normal threshold level. If the

stapedial reflex occurs in the
worker being tested, the employer
knows the hearing loss is not as
great as had been alleged, Dr. Bern-
stein told the recent annual meet-

ing of the Self-Insurers Assn.
Gregory Saxum of the Bethle-

hem Steel Corp. said his company
recently used the 30-second test to
measure one of its employes and
negotiated the hearing loss down
to 3% after the employe had earlier
claimed a 53% hearing loss. Bethle-
hem Steel was hit with 400 hearing
loss claims in the past year.

In another test now being used, a
sensor is put in the worker's ear
and is hooked up to a computer
that can record hearing ability.

"Malingering by employes has
become a very serious problem in
recent years and these are two new
important tests that we think can
do something about that trend,"
Dr. Bernstein said.

Prior tests for hearing loss that
rely on workers' active participa-
tion haven't been that successful,
Dr. Bernstein said. "Fifty percent
of workers are difficult to test be-

cause they either don't understand
the tests or because they are alleg-
ing greater hearing loss than they
have," he charged.

Companies can also reduce their
chances of being hit with hearing-
loss claims by improving safety
and education programs.

Although certain industries may
not be able, because of logistical or
economical considerations, to re-
duce the noise levels at their plants
to less than 90 decibels-the point
at which hearing loss is said to set
in after 10 years of eight-hour
days-they can mitigate that factor
by introducing proper protection
deviees and by making employes
aware ofthe potential dangers, Dr.
Bernstein said. m

Calif. group
picks officers

SAN FRANCISCO-The Sur-

plus Lines Assn. of California re-
cently elected its 1980 officers and
executive committee. Officers are:

chairman, J.A. Lloyd of NBA Ex-
cess & Surplus Lines Inc. and sec-
retary-treasurer, R.E. Cowan of
L.W. Biegler Inc.

Executive committee members
are: W.P. Baccala of Baccala &

Shoop Insurance Services; B.P.
Brown of Towers, Perrin, Forster
& Crosby Inc.; D.R. Davis of
Worldwide Facilities Inc.; R.F.
Farrell of C.V. Starr & Co.; J.J.
Graham o f Montgomery & Collins
Inc.; R.N. Kleinecke of Welch &
Co., Winning & Levy Inc.; H.R.
Ludwig of Pacific International
Brokers: G.C. Morris ofJohnson &

Higgins of California; G.J. Sul-
livan of Walker, Sullivan Co.; C.L.
Ubele of Voigt, Walker & Co. Inc.,
and J.F. Weckerle of H & W Insur-

ance Services. I
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NaTLED•

Nearly all endeavors
have some element
of risk ...

lowering that risk
is what our

Claims Management

is all about.

Skydivers can lower their risks
by using proper equipment and
safety procedures. The same
holds true for businesses.

4 8

NATLSCO helps self-insured and
captive clients by offering
casualty claims services and a

wide-range of risk-reducing,

total loss control programs. If
you'd like help in this area, talk

to us. We want your business;
we're innovative and we've been

a leader in the industry for
almost a decade.

So look before you leap-contact
NATLSCO for more information

on our claims management

program.

NaTLE[O
National Loss Control Service Corporation
Long Grove, Illinois 60049

In Illinois call:

F.G. Minchk
312-540-2400

or toll-free
800-323-9585

4

A- Y/some things
A are best

left to the expets TM



Calif. court drops offsetting judgments
LOS ANGELES-Damage jurig-

ments in comparative negligence
lawsuits cannot be reduced by off-
setting judgments when the par-

ties carry insurance, rules the
California supreme court in a re-
cent landmark decision.

Such set-offs, with the net result
of a single judgment against the
more guilty party, defeat the prin-
cipal purpose of financial respon-
sibility laws and provide a windfall
to an insurer at the expense of the
policyholder, wrote Judge
Mathew 0. Tobriner in vacating a
decision of the lower courts.

In Jess vs. Herrmann, plaintiffs
and defendant were both injured
when their cars collided. Each

party sought damages from the
other, contending the accident had
been caused by the other's negli-
gence.

around the states

The jury found both parties re-
sponsible, allocating 40% of the
fault to plaintiff Jess and 60% to
defendant Herrmann. Instead of

entering separate judgments, how-
ever, the trial court offset the two
awards and entered a single judg-
ment in favor of Jess for $54,000,
the difference between the awards.

If neither party were insured, the
set-off would eliminate a pointless
and unproductive exchange of
money, the high court ruled. Since
both Jess and Herrmann carried

insurance, however, the set-off
would have gone against the inter-
ests of both. Only their insurers
would be winners, the court said,
because Jess's insurer would pay

nothing and Herrmann's would
pay a reduced claim. Herrmann
would not recover any money
while Jess's award would be re-

duced by the amount of the offset-
ting judgment.

N.J. increase

TRENTON-An 18.5% increase
in manual workers compensation
rates will cost New Jersey policy-
holders an additional $97 million
in 1980.

Approval of the higher rates
coincides with passage of a
workers compensation reform act
increasing benefits and tightening
claims eligibility.

J-
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The act raised maximum weekly
benefits to $185 from $156 and
minimum weekly benefits to $49
from $15. The death benefit was in-
creased to $2,000 from $750. The
maximum duration for temporary
total disability payments w-ss
lengthened to 400 weeks from 300
weeks and the maximum duration
for permanent partial disability
payments was stretched to 600
weeks from 550 weeks.

The new law eliminates pay-
ments for minor cuts, bruises,
sprains, scars, mild dermatitis and
mild bronchitis and requires
stronger proof to establish work-
related cardiac disabilities.

Rate reductions
NASHVILLE-Some Tennes-

see businesses will save about

ar.'?<'S;

Looking Off-shore
For a Captive

Insurance Company
Should Not Be a Lonely Job

Association Insurance Consultants (AIC)
stands ready to assist association execu-
tives in all phases of planning, developing
and managing an off-shore captive insur-
ance company-specifically designed to
underwrite, at lower premiums, difficult-
to-obtain coverage for your association
membership.

AIC's skilled specialists will conduct
an extensive feasibility study to identify,
measure and control risks unique to

a

your industry. And, AIC will work with
you to generate member support for the
off-shore captive.

AIC will explore the feasibility of "front-
ing" and captive rental, and of course, pro-
vide total, cost-saving management for as
long as you own the captive.

Investigate the profitability of off-
shore captive insurance for your associa-
tion, underthe professional guidance of
Association Insurance Consultants, Ltd.

Association Insurance Consultants, Ltd.
RO: Box 2003 Kenwood Building, Hamilton 5, Bermuda
Telephone (809-29) 5-3073, Telex 3620BA, Cable LIONS

A member of the familyof companies
®

Ice ma,u*ment

8401 Connecticut Avenue, Chevy Chase, Maryland 20015

$2.35 million because ofan average
10.6% reduction in the Insurance

Services Office's special multi-
peril policy rates.

The multi-peril package offers
property and liability coverage to
businesses and certain institu-

tions. In approving the rate reduc-
tion, commissioner John Neff said
policyholders had shown better-

than-expected loss experience.
The rate reductions for various

businesses are: 17.6% for hotels

and motels; 20% for apartments;
7.1% for offices; 5.9% for mer

chants; 17.6% forinstitutions; 6.3%
for services; 17.6% for industrial/
processing. The reductions will
take effect when policies are re-
newed.

Juveniles exempt
BISMARK-The North Dakota

supreme court has ruled that juve-
niles are exempt from a state law
requiring claims against local gov-
ernments to be filed within 90 days
after an accident.

The high court interpreted state
law to allow Christine Besette,
who was injured at age 6 in a fall
from a school slide in April 1976, to
file a claim up until 90 days after
she turns 18. But the court upheld
a district judge's dismissal of a
claim by Donald Besette, the girl's
father, because he failed to file it
within 90 days after the accident.

Chief Justice Ralph Erickstad
said a state law extends the time

limit under which persons under
18 may take legal action for dam-
ages. The same law protects the
rights of a person made mentally
incapable because of injuries to
file a claim. But the same law
would not extend the time limit for

Mr. Besette to seek damages on his
own behalf.

Work comp pools
RICHMOND-Employer groups

will be able to self-insure workers

compensation under new rules set
forth by the Virginia bureau of in-
surance.

Pools must consist of employers
engaged in the same or similar
types of business, but different
businesses owned or controlled by
a member ofthe pool are also eligi-
ble for membership. Employer
groups must apply for licensing by
using the form prescribed by the
state corporate commission, and
the licensing information must be
verified by at least two members of
the employer group's advisory
board or administrator.

Sovereign immunity
CHEYENNE-The University of

Wyoming is covered by the doc-
trine of sovereign immunity, the
Wyoming supreme court said in
dismissing a professor's suit
against the state-owned institu-
tion.

Jean P. Biscar filed the suit

against the university's president
and trustees following his dis-
missal without a tenure hearing in
1975. He sought reinstatement,
back pay and consideration for
tenure. Mr. Biscar contended the

university represented his em-
ployment to him as a "tenure-
track" appointment, meaning it
would lead to a tenured position.

But university officials said his
employment was temporary and
also contended the university
could not be sued because it en-
joyed sovereign immunity.

An Albany County district judge
ruled in favor of the university on
both matters, but the supreme
court said the lower court lacked
jurisdiction to consider Mr.
Biscar's claims, and ruled only on
the question of sovereign immu-
nity.



U.S. reinsurers

net record sum

for cover abroad
WASHINGTON-U.S. insurance

cornpanies netted a 29-year record
of $853.6 million in reinsurance
premiums for coverage sold in for-
eign countries in 1978, but it's still
less than what U.S. insurers paid
out to foreign reinsurers.

U.S. firms reinsuring foreign
risks received net premiums of
$853.6 million, paid out $603.8 mil-
lion and had net receipts of $249.8
million, according to a Commerce
Department annual report on inter-
national reinsurance transactions.

At the same time, U.S. insurers
paid out more than $1.6 billion in
net premiums (premiums minus

commissions) to foreign reinsurers
in 1978, which also was the largest
amount in that category for the
department's 29-year reporting pe-
riod.

The bulk of those payments,
$645.8 million, went to U.K. rein-
surance companies, while rein-
surers in the six member countries

of the European Economic Com-
munity received a total of$259 mil-
lion in net premiums last year, the
department said.

U.S. insurers recovered $986.1
million in losses on the $1.6 billion
in net premiums they paid to for-
eign reinsurers, resulting in U.S.
payments of $610 million for rein-
surance of U.S. risks accepted
abroad.

Those figures compare with the
$1.6 billion in payments and the
$853.6 million in receipts recorded
last year.

The Commerce Department eau-

tioned that the reinsurance figures
are meant to show the effect of

reinsurance transactions on the

nation's balance of payments and
they are not meant to indicate the
underwriting results ofthe report-

ing companies.
"This is especially true with re-

spect to the results for any single
year because ofthe normal time lag
between the payment of premiums
and the settlement of claims," the
department said.

Comparing the net U.S. receipts
of $249.8 million with the net U.S.

payments of $610 million, the ef-

2 sue GM
for crash

WILMINGTON, Del.-Two Ca-
nadians are suing General Motors
Corp. in U.S. District Court here
for $10.5 million for the death of
one's wife and for injuries of the
other in a car crash two years ago.

The suit charges GM was negli-
gent in the manufacture and de-
sign of a 1973 Oldsmobile Omega,
alleging the car's fuel system ex-
plodes on impact and fumes pene-
trate the passenger compartment.

GM is heavily self-insured for
product liability losses.

The suit was filed by Orville Sel-
lon, 54, who was burned in the
crash, and Levi Baggs, the wid-
owen Both men are from Ontario.

The plaintiffs charge GM knew
or should have known the Omega
was "improperly designed and
constructed" in that the fuel

system-in particular the fuel tank
and filler tube assembly-was so
designed and installed as to make

the car "inherently dangerous."
The suit is similar to dozens filed

against Ford Motor Co. asserting

that Pintos and Mercury Bobcats
built between 1971 and 1976 ex-

ploded in rear-end collisions, kill-
ing and injuring passengers. •

feet of all 1978 international rein-

surance transactions was a net out-

flow of $360.2 million to foreign
reinsurers.

The insurance statistics indicate

long-term trends in underwriting,
with growth of U.S. reinsurance
payments outstripping receipts.

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

ers. •

PHOENIX and CINCINNATI

. are first lines of defense against spiraling insurance costs. To call in the
ARMI ... Assurex Risk Management Institute...in these areas (or
elsewhere in more than 40 states and 16 foreign countries) call your

Assurex International broker.

OLLIVER/PILCHER

AND ASSOCIATES 309 Vine Street

6150 North 16th Street Cincinnati. Ohio 45202

Phoenix, Arizona 85016 513-381-0500

602-277-5703

KREIDLER-SHELL, INC

See our ad on page 6
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And we try to field them all. In recent
years, nearly every producer has had
increased contact with the excess/surplus
lines market. As business has multiplied,
so have the problems. Fortunately, the E&S
market place has risen to the occasion.
Expanded E&S facilities have helped
answer questions and solve problems in
areas of coverage, price, capacity and
general availability.

Today there are over 250 companies and
managing agents operating in the special
risk field handling coverages in well over
280 categories. Each one of these facilities
offers something. They do not necessarily
overlap or solve the same kinds of prob-

AVRCO

lems. So you can understand why we
spend a great deal of time answering
questions-helping producers find the right
way to successfully resolve the questions.

Experience is a great teacher. AVRECO
provides coverage for more than 100 of
"Fortune's 500" companies, the largest in-
dustrial operations in the country. We also
serve smaller commercial operations so
important to the local independent agent.

At AVRECO, we have a winner's in-

stincts in our area of expertise. We look
each problem straight in the eye. We are
confident we can serve you and your
clients. Next time a tough question needs
answering-ask us.

SEND FOR YOUR COPY ...h
Our interesting, easy-to-read
"Fact Book" will give you a
better understanding of the
special risk field and the li

services we offer. .-

PROFESSIONALS IN SPECIAL RISK MARKETING

200 West Monroe Street · Chicago, Ill. 60606
312/663-1500 ' Telex 02-53553 · Cable AVRECO
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Tax advantages

Insurers write reimbursement plans
TWO WISCONSIN companies

are offering tax-free medical and
dental reimbursement plans as al-
ternatives to self-insured reim-

bursement plans that lost their tax
advantages under the Revenue Act
of 1978.

The medical reimbursement

plan, underwritten by the Interna-
tional General Insurance Corp. of
Milwaukee and available from

Laub Group Inc., covers such
health care expenses as annual
physicals that are not payable un-
der an employer's basic health
plan. Employers may set their own

, eligibility rules subject to certain
guidelines.

Information is available from the

Laub Group Inc., 324 E. Wisconsin
Ave., Milwaukee, Wis. 53202; 414-
271-4292.

The dental reimbursement plan,
written by Delta Dental ofWiscon-
sin Inc., provides 90% coverage for
diagnostic, preventive and ancil-
lary services, oral surgery, restora-
tions and stainless steel crowns,
endodontics and periodontics.
Gold restorations, individual
crowns and prosthodontics are
50% covered. The plan has a $1,000
individual yearly maximum and a
$25 deductible that does not apply
to diagnostic and preventive ser-
vices.

Premiums are $12 a month for an
individual and $35 for a family.
Delta Dental of Wisconsin is at

P.O. Box 26, Stevens Point, Wis.
54481; 715-344-6087.

Retired lives
Two new or improved retired

lives reserve plans are available to
employers, one written by Occi-
dental Life Insurance Co. of Cali-

fornia, the other by The Hartford
Insurance Group.

The new Occidental plan in-
cludes five funding options and
provides the same rates and de-
posit requirements for groups of
less than 10 and of 10 or more. In-
terest is credited on an investment

year basis, with a current new
money rate of 8.52%. The conven-
tional funding option requires a
current annual deposit of $10.82
per $1,000 of post-retirement cov-
erage at age 45, building to $455.30
per $1,000 at 65.

Pre-retirement life insurance is
available to groups of less than 10
with no extra premium and with-
out tax disclaimers.

The Hartford has improved its
retired lives contracts by increas-
ing the interest it pays on them to
9% from 7%, effective Feb. 1, and
reducing the cash needed to pur-
chase them.

Hospitality package
Hotels, motels, country clubs,

restaurants and some resorts will
be able to purchase comprehen-
sive coverage from the National
Assn. Insurance Managers, a Jack-
sonville, Fla., firm owned by Cizek
& Co. Inc.

The ProHostUSA plan is a"one-
stop" source of liability, casualty
and workers compensation cov-
erage for the hospitality industry.
More information on the package
can be obtained from I.H. Ronk,
Cizek & Co. Inc., 427 Gulf Life
Tower, Jacksonville, Fla., 32207;
904-396-2211.

Services expanded
The group insurance consulting

services of Kwasha Lipton have
been expanded and established as
a separate group benefits depart-
ment within the consulting ac-
tuaries division of the firm. The
move resulted from the substantial

products & services
growth in activity in group insur-
ance services.

Computer services
Ebony International Brokerage

Corp., a minority-owned interra-
cial insurance brokerage, has ex-
panded its risk management
services with the formation of a
new company called Ebony Com-
puter & Research Services Inc.
Ronald M. Payne has been elected
president of the newly created
company.

Arthur I. Golden, Ebony In-

ternational president, said the new
company offers a vehicle for quali-
fied minorities to enter the com-

puter research and services

industry while expanding Ebony
International's entry into the risk
management, financial and loss
simulation information field.

Ebony Computer & Research
Services Inc. is located at 1775

Broadway, Suite 2411, New York,
N.Y. 10019; phone 212-765-5523.

Jewelers policy
Insurance Co. of North America

1

in Philadelphia has introduced two
new policies for retail jewelers.

INA's jewelers' package policy
offers property and casualty cov-

erage in a single policy, and the
jewelers' policy is a property-only
version with many of the new fea-
tures of the package policy.

Both policies include coverage
for all business personal property;
extensions of coverage without ex-
tra cost, including $1,000 for per-
sonal effects, up to $5,000 for valu-

able papers and up to $100,000 for
temporary increases in stock

values; business continuation cov-
erage for emergency expenses and
loss of operating income, and the
option of an automatic inflation

update. The package policy also in-

cludes professional liability and
appraisal errors and omissions.

Guide insurance
Black & White Associates Insur-

ance Brokers in San Francisco is
offering a new liability policy to
professional outfitting and back-
packing companies that guide
groups on mountaineering, hiking
and whitewater rafting trips. The
coverage may also be purchased
by sport and athletic clubs.

The Midlands and Guaranty In-
surance Cos. are underwriting
these risks, with rates based on ei-
ther participant days or cash re-
ceipts, says Paul White, a partner
in the Black & White brokerage. •
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Groups focus on learning, lobbying
Action line: I would like to find

out more about the activities of:
the International Foundation of

Employee Benefit Plans; the Na-
tional Employe Benefits Insti-
tute, and the Council of Employe
Benefits.

What are their functions? Do

they publish periodicals or news-
letters? Do they routinely solicit
membershipfromtheranksofper-
sonnel/benefit administrators?

Can you provide me with a mailing
address and the name of their ex-

ecutive directors?

I would also like to know more

about the Certified Employe Bene-
fit Specialist program. How can I
enroll and what does it cost? Is it a
home study course? Where would
I sit for examinations?

Bruce Davis

Insurance manager

action line

The Bon Marche

Seattle, Wash.

The International Foundation of

Employee Benefit Plans is an edu-
cational organization that dissemi-
nates information on employe
benefits. The foundation sponsors
about 25 conferences and insti-

tutes each year to keep members
abreast of recent developments in
the field and publishes two
monthly newsletters and a quar-
terly journal. The $300 member-
ship fee entities members to a
reduced registration fee at all con-
ferences and to a subscription to
the publications. Lee Polachek is

executive director of the founda-

tion. Membership is solicited; for
more information, write: Interna-
tional Foundation of Employee
Benefit Plans, 18700 Bluemound
Rd., P.O. Box 69, Brookfield, Wis-
consin 53003.

The National Employe Benefits
Institute is a political lobbying
group that works to regulate em-
ploye benefit legislation. Member-
ship is composed of large
corporations and yearly dues are
$2,500. Lobbying is done on a"pro-
active" basis; NEBI works to af-
fect legislation before it is passed.
There are no regular publications.
Corporations are solicited for

DO ONE THING
BEFORE YOU RECOMMEND
SELF=INSURANCE
TOYOUR MANAGEMENT.

ASK THE HOME GROUP
IF IT ALL ADDS UP.

You've done your homework. You
know your company's history of losses.
Where safety programs are worki ng 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
C, ranges from providing

computer capabilities for
a quick and accurate

1

membership. The executive direc-
tor is Dr. Stephen Schanes.
NEBI's address is 515 National
Press Building, Washington, D.C.
20045.

The Council on Employe Bene-
fits is a nonprofit organization
whose purpose is to assist compa-
nies in the development and ad-
ministration of employe benefit
plans. CEB sponsors two confer-
ences a year, several research proj-
ects on benefits and publishes a
quarterly report for members.
Benefit administrators are solic-

ited for membership. The execu-
tive director is Carl Lazaroff. For

membership information, write:
Mr. Ray Kase, director of employe
benefits, ACF Industries Inc., 750
Third Ave.. New York, N.Y. 10017.

The Certified Employe Benefit
Specialist program was designed

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.

lhe Home

Insurance Company
A City Investing Company

by the International Foundation
and the Wharton School of the

University of Pennsylvania to pro-
vide a thorough knowledge of em-
ploye benefit principles and
concepts to those working in the
field. Candidates pursuing the des-
ignation complete a series of 10 ex-
aminations. Candidates may pre-
pare for the national examinations
(given twice a year) by self or
group study, or through formal

classes offered at 30 colleges and
universities. Examinations are

scheduled in cities close to the re-

gistrants. The registration fee for
the entire program is $50; there is
an additional $80 fee for each
exam. To enroll, call the Interna-
tional Foundation of Employee
Benefit Plans.

Action line: With regard to your
Nov. 12, 1979, article on breast
surgery: your story indicated that
Blue Cross/Blue Shield plans of
several states cover reconstruc-
tion while others did not. Please

advise whether or not Tennessee
is one of the states that covers
breast reconstruction.

Donald C. Wolford

J.T. Paiker Insurance Agency Inc.
Kingsport, Tenn.

Blue Cross/Blue Shield of Ten-

nessee, based in Chattanooga,
does cover breast reconstruction

after a cancer operation. Blue

Cross/Blue Shield ofMemphis, the
other plan in the state, will cover
breast reconstruction in most
cases "after the removal o f abnor-

mal tissue has been confirmed," a
spokesman said.

Action line: We've been operating
in Paris, France, as underwriting
agents for British, Japanese and
French insurance companies as
well as Lloyd's. We would like to
visit similar firms in New York

and Chicago in order to appreci-
ate their technical, administra-
tive, financial and commercial

methods of operations.
We have a staff of 45 and write a

yearly income of $15 million
emanating from 700 agents and
brokers based in Paris and the

provinces.
M.A. Rambaud

Director general

Souscription D'
Assurances En France

& Outre-Mer.

Mandataires Generaux.

Paris, France
We are sending you our Sept. 17,

1979, special excess/surplus issue
that lists many managing or under-
writing agencies like yourself that
you may want to contact. Bon
chance!

Action line, a new feature in Busi-
ness Insurance, will answer read-

ers' requestsfor information. Have
a question regarding insurance or
your profession? Write Action line,
Business Insurance, 740 N. Rush

St., Chicago, Ill 60611.
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insurance and employee honifits
complete analysis

we do not sell or

place insurance

CORPORATE
POLICYHOLDERS
COUNSEL. inc.

20 North Wacker Drive

Chicago. Illinois 60606
Phone: 312·372·8225
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A We sell more than insurance

. . . we design and construct
a complete risk management

package

 .4 for yourspecific needs 

LOSS

A phbne call now will put one of our experienced risk
management people at your disposal for a complete
analysis of your special requirements. to make your
protection budget as dollar-efficient as possible.

WENTZ & Company
SUITE 1801 250 EAST BROAD STREET

COLUMBUS. OHIO 43215 614/224-3000 ./*
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Product liability in Australia

Insurers criticize plans
to allow class-action suits

CANBERRA-The Insurance

Council of Australia has warned

that product liability premiums
will skyrocket in the country if the
government adopts a recommen-
dation to allow class-action law-

suits in product liability cases.
The Australian Law Reform

Commission has recommended

the Parliament amend current law

to allow for class actions like those

in the U.S. Class-action product li-
ability suits in the U.S. have resul-
ted in some enormous judgments
against manufacturers and produ-
cers in the last few years.

The insurance council has said,

*vci,iova
Rx DRUG PLAN

m 0001 564 58 5628 000
J 0 PUBLIC » pCS

worldwide

however, that Australia's currently
low $5.5 million cost for product
liability coverage will increase
nearly nine times to $45 million if
the commission's proposal be-
comes law. The increases would
then be passed on to consumers in
the form of higher prices, the coun-
cil said.

Marine losses
HONG KONG-Record losses

0//01/82 C/8
0•00
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Number one administrator for

prescription drug claims.
Hundreds of the World's largest

organizations, public and private,
provide the PCS Card for 3.5 million
covered individuals. Why? Because
PCS has developed an outstanding
system for administering prescrip-
tion drug plans... including the
people, the computer system, and
the total resources to make it work.

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

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

PCS is the number one adminis-

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

reasons. One is the growing net-
work of 35,000+ member pharma-
cies in the U.S., Canada, Puerto
Rico and the Virgin Islands. And, in
spite of the literally millions of claims

The Number One Centralized Administrator t
for Prescription Drug Claims Everywhere

PHARMACEUTICAL CARD SYSTEM, INC.

a Foremost-McKesson Company

Mail to:

Robert W. Field. CLU

Vice President. Sales and Marketing

Pharmaceutical Card System. Inc.
2005 North Central Av6nue

Phoenix AZ 85004

constantly flowing from these phar-
macies, PCS has never missed a
payment to its member pharmacies.

The Bottom Line is simply this:
PCS is accurate, fiscally sound, effi-
cient and reliable. The PCS Plan

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

To get the complete PCS Story,
please return the coupon. Or, call
Bob Field at (602) 257-1500 today.

----------------

E] rd like to get the complete PCS Story 81-3A 
E] Please have a PCS Representative call me for an appointment 

| Area Code ( )
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1 1
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1 1
Company
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I City i
 State 7*
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are causing some marine insurers
in Taiwan and Singapore to pull
out of those markets, says B. Keith
Williams, chairman ofthe Institute
of London Underwriters.

Last year, some 2.3 million tons
of shipping, or 279 vessels were
lost, compared with 1.4 million
tons, or 260 vessels during 1978 in
those markets alone, Mr. Williams
said.

Having recently completed a
tour of Far East shipping centers,
Mr. Williams said bad manage-
ment of ship operations is partly to
blame for the loss situation, the
worst ever during peacetime.
Many vessels are manned by crews
of differing nationalities who can-
not understand each other. The re-

sults, he said, are accident-causing
rnistakes.

"Shipowners ought to tighten up
on their standards of management.
There can be a real hodge-podge of
nationalities on some ships, with
perhaps a Greek captain and a
mixture of Filipino, Indonesian or
other crew members who don't un-

derstand English well. So they
have difficulty in understanding
orders and can make mistakes at
the helm," he said.

Renewals banned
NEW YORK-Insurance poli-

cies issued by foreign companies
in Nicaragua, where the insurance
industry was nationalized last Oc-
tober, will continue in force until
expiration but no renewals will be
allowed, AFIA officials say.

A new Nicaraguan government
nationalized the entire insurance
and banking industry following
the overthrow of former president
Anastazio Somoza. The govern-
ment decreed that only insurers
admitted by the government could
write various types of commercial
insurance.

AFIA companies insure local
small-scale commercial and indus-

trial risks in Nicaragua, said James
Morone, an AFIA executive vp.
AIG companies have also been
operating there.

Income rises
ROME-Premium income for

insurance companies operating in
Italy increased by 17.2% last year
over 1978, according to ANIA, the
national insurance association.

ANIA officials said ineome in-
creased to $6.78 billion but pointed
out that real income increased

only 1.3%, considering inflation in
Italy.

Most notable among the in-
creases were a 26% rise in health
and accident premium income, fol-
lowed by a 23% jump in casualty
and fire coverage and 9.3% in life
and annuity, the ANIA said.

Congress to meet
BUENOS AIRES-Insurance

professionals from all over the
world are scheduled to gather in
Buenos Aires, Argentina, March
22-27 to discuss a wide range of in-
surance topics during the second
international Third World Insur-

ance Congress.
Topics to be discussed at the

meeting include insurance activ-
ity in common markets, interna-
tional cooperation in reinsurance,
professional training, marine
cargo risks and international
broking. .



43 states boost

workers comp
benefit: Chamber

WASHINGTON-The max-

imum weekly workers compensa-
tion benefit for temporary total
disability ranges in states across
the country from a high of $650 in
Alaska to a low of $87.50 in Arkan-
sas.

Forty-three states boosted the
maximum weekly benefit in 1979,
according to statistics compiled by
the U.S. Chamber of Commerce.

Temporary total disability bene-
fits remained the same in six states

in 1979: Arizona, Arkansas, Cali-
fornia, Georgia, New York and
Wisconsin.

In Alaska the maximum pay-

ment dropped, decreasing to $650
from $654.30. This unusual de-
crease was the result of a large
number of highly paid workers
leaving the state following the
completion ofthe Alaskan oil pipe-
line, reducing the average state
weekly wage on which maximum
workers compensation benefits
are based.

One exception
The maximum

payment dropped
in Alaska after the

pipeline was
completed and
many workers left.

Florida saw the biggest percent-
age increase in workers compensa-
tion payments for temporary total
disability. That state overhauled
its workers compensation law last
year to provide greater benefits for
workers with the most serious in-

juries (BI, May 28,1979). Maximum
benefits jumped to $211 a week
from the old $130 maximum, a 62%
increase.

Other big benefit percentage in- 
creases were recorded in Iowa,
where payments jumped to $352 a
week from $265, a 32.8% increase,
and Maine, where benefits rose to
$306.23 from $231.72, a 32.1% in-
crease. In both states, the formula

upon which benefits are computed
was changed.

States now paying the highest
weekly temporary total disability
benefits, after Alaska, include: the
District of Columbia, $426.78; Illi-
nois, $353.19; Iowa, $352, and
Maine, $306.23.

States where the lowest benefits

Woman sues

maker of drug
ORLANDO, Fla.-Richardson-

Merrell Laboratories has been

sued here for $10 million by a
woman who contends her use of

the drug Bendectin during preg-
nancy caused her five-year-old son
to be born with a deformed arm.

The woman, Elizabeth Mek-
decki, reportedly took the drug to
combat nausea attacks during
pregnancy.

Richardson-Merrell has manu-

factured the drug for about 20
years. The drug has been taken by
millions of persons, including
pregnant mothers.

Insurance executives at

Richardson-Merrell in Wilton,
Conn., said the firm is insured for
product liability but would not
give details. •

are paid, after Arkansas, are: Mis-
sissippi, $98; Tennessee, $107;
Georgia, $110, and Texas: $119.

Generally, Southern and South-
western states pay the lowest
workers compensation benefits.

More complete and detailed in-
formation about changes in state
workers compensation benefits
will be available early next month
when the Chamber of Commerce

publishes its Annual Analysis of
State Workers Compensation
Laws, says Eric J. Oxfeld, associ-
ate director of employe benefits at
the chamber. •
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TOLEDO and NEW ORLEANS

are first lines of defense against spiraling insurance costs. To call in the
ARMI ... Assurex Risk Management Institute...in these areas (or
elsewhere in more than 40 states and 16 foreign countries) call your

Assurex International broker.

PICTON-CAVANAUGH, INC.
811 Madison Avenue Suite 700

Toledo, Ohio 43624  135 St. Charles Avenue
419-241-8211  New Orleans, Louisiana 70130

504-581-3334

See our ad on page 6

Test the flexibility of your self-insurance program.

1. Does your program have the resources to adjust, to administer and pay
claims? C Yes 0 No

A comp/ete c/aims management andstatistica/seruice is available to you nowfrom
Equifax Risk Management Seruices.

2. Does your system for screening claims include a specialist to conduct in-depth
interviews, extensive investigation? U Yes 0 No
Youdoif you are using Equifax Risk Management Seruices-we haue specia/ists
in 180 branch o#ice /ocations.

3. Is professional rehabilitation management readily available to you
nationally? 0 Yes El No
When you use Equifax Risk Management Sen*ces, you haue rehabi/itation
management throughout the U.S. and Canada.

4. Are high level independent loss control services available to you
nationally? 0 Yes 0 No
If the answer is no, with Equifax Risk Management Seruices aprofessiona/ sta#is
just a phone ca// away.

5. Are occupational health facilities within easy reach of your company's plants and
offices? Il Yes El No

Equifax Risk Management Seruices puts 175 fixed locations at your disposa/.

6. Do you have a system for obtaining pre-employment checks, motor vehicle record
checks or public records? Il Yes El No
You can through Equifax Risk Management Services.

7. Are your service fees unbundled so cost value relationships can be
considered? Il Yes Il No

Unbund/ed seruices and rates are among the important features of Equifax Risk
Management Seruices.

Score 100%? If not, call Equifax Risk Management Services today.
We'11 be glad to answer all your questions.

EQUIFAX
Risk Management Services

Equifax-Risk Management Services
P.O. Box 4081

Atlanta, Georgia 30302
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College learns lesson in loss control
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Good schooling
Peralta Community College District, which offers two-year degrees and
vocational training, has cut costs through risk management.

6.

%

By MARGARET LEROUX

OAKLAND, Calif. -One of
California's largest community
college districts learned a profit-
able lesson in loss control when it
became the first district in North-

ern California to inaugurate a com-
prehensive risk management
program.

Risk management at Peralta
Community College District in-
cludes safety and health services
in a program of self-insured
workers compensation and a lia-
bility insurance plan that includes
a $50,000 self-insured retention.

Portions ofthe program, granted
final approval by the district board
of trustees in January, were imple-
mented over a two-year period.
The district, which employs 2,000
people full-time, withdrew in 1977

from the State Compensation In-
surance Fund and joined a self-in-
sured pool of Alameda County
schools.

The district saved $30,000 in
workers compensation costs in the
first year. Now two years into the
pool, Peralta is paying $79,000 less
than the $330,000 premium it
would have paid into the state
fund, says William Thompson,
director of risk management,
safety and police services.

Although the initial savings in
workers compensation are in ad-
ministrative costs, the risk man-
agement director outlined plans to
achieve further savings through
loss control as well as claims man-
agement.

"For the first time we have a re-
porting mechanism," he said. "We
are involved in reviewing each in-

"...the only foundation
of real business

is service."

At Midland, our prime objective is to
provide prompt, efficient insurance and
risk management services. We are a com-
pany big enough for strength and stability,
but organized so our specialists can be re-
sponsive to your total needs.

We work especially well with national and
regional companies involved in manufac-
turing, distribution and transportation op-
erations. Without appearing too immodest,
we should mention that Agents and Brokers
everywhere have nice things to say about us.

Our specialty is providing complete pro-
grams with tailored coverages that are

HENRY FORD

Inventor, Industrialist

custom designed and oriented.

These include SIR and large deductible pro-
grams. We also arrange filings and claim
administration to complete your program.

We found out a long time ago, that this is a
better way to run an insurance company. So
if you agree and you're the kind of person
who wants things done right, why not con-
tact us. Make us prove that we can do the
job-the way you expect it to be done.

Midland is licensed in all 50 states, the Dis-
trict of Columbia, Canada, Puerto Rico and
the New York Free Th·ade Zone.

Midland Insuirance Company
The Decisive Specialists

(212) 248-1130
160 Water Street, New York, N.Y. 10038

Juryreportandwecanlinkupwith
the claims adjuster."

Fred S. James & Co. administers
claims for the Alameda County
schools pool on an administrative
services only basis.

As a member of the pool, Peralta
refers injured employes to one of
11 authorized medical treatment
centers in the San Francisco Bay
area.

"These facilities have good reha-
bilitation programs and are geared
to encouraging employes to return
to work," Mr. Thompson said.

Another important element of
the community college loss con-
trol program is a network o f safety
committees, one at each of the
district's five campuses, reporting
to the vice chancellor of business
services. Each committee includes
representatives from faculty,
physical plant and custodial staff,
a student member and campus
safety and police officers.

"Our goal is to have everybody
involved and aware of the need to
avoid accidents and to control
losses," Mr. Thompson said.

Each campus has a budget for
safety programs that include such
items as cardiopulmonary resusci-
tation training.

At Merritt College, one of the
Peralta district's Oakland cam-

puses, supervisors are being
trained in CPR. The risk manage-
ment director would eventually
like to see CPR training provided
for every full-time employe.

"We want employes to see we're
concerned that they work in a haz-
ard-free environment," he said.

To communicate this goal, Mr.
Thompson and Dee Middleton, his
business assistant, plan to "blitz

Profitable lesson

Two years into the
pool, Peralta is
paying $79,000
less than the

$330,000 it would
have paid to the
state fund.

the district" with a presentation on
the new risk management pro-
gram. They will be meeting with
faculty and staff on all five district
campuses.

Peralta Community College Dis-
trict was formed in 1964 to unify
several local community col-
leges.

The campuses offer a tuition-
free two-year program granting
associate degrees in arts and sci-
ences and providing vocational
training. More than 34,000 stu-
dents attend classes at locations

throughout the San Francisco Bay
area; about 75% are part-time.

Peralta also administers the East
Bay Skills Center, which contracts
with the federal government under
the Comprehensive Employment
Training Act to train people for
specific job skills.

Risk management is something
very new to the 70 community col-
lege districts in California. "For
most, responsibilities for risk man-
agement are divided among sev-
eral administrators," said John
Iwamoto, assistant chancellor for
business at San Francisco Com-
munity College. "Most districts
can't afford a full-time risk man-
ager."

Peralta has one of the highest
self-insured retentions for liability
risk among California's commu-
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The college district's risk management program stresses safety and loss
control as well as premium savings.

nity college districts. Its self-in-
sured retention of $50,000 is
exceeded only by Los Angeles
Community College District, with
a $100,000 deductible on a $50 mil-
lion liability insurance plan.

With a $50,000 reserve, Peralta is
able to maintain a premium of
$84,000 for liability limits of $11
million. There are separate policies
for directors and officers liability
and for malpractice liability for
students in health services train-

ing.

Liability claims falling under the
$50,000 retention are adjusted by
George Hill Co., Oakland.

There are plans to increase re-
serves for the self-insured reten-
tion to $250,000 from $100,000, Mr.
Thompson said. Another long-
range goal is to self-insure a por-
tion of the district's employe
benefit coverage.

Peralta has withdrawn from
group coverage with Blue Cross of
Northern California and for the pol-
icy year 1979-80 is being experience-
rated on an individual basis. •

Blast kills 1,
injures 9

MINNEAPOLIS-The death of

one worker and injuries to nine

other workers in a $2 million prop-
erty loss explosion at a Land 0'

Lakes Inc. plant here fall under the
company's self-insured workers
compensation program.

Allendale Mutual Insurance Co.

underwrites property insurance
for the diversified food and agri-
cultural products manufacturer.

Thecause ofthe Feb. 2 explosion
at the calfmilk replacement plant
is unknown, said Gary Swover-
land, director of corporate risk.

There is no limit on death bene-

fits under Minnesota's workers

compensation law. The weekly
workers compensation benefit in
Minnesota is 66.6% of the worker's

weekly wage,· to a maximum of
$226. •

Six win suit
over asbestos

CAMDEN-Five Owens-Corn-

ing employes and the widow of a
sixth won $345,000 in awards from
five suppliers of asbestos.

The plaintiffs, all of whom said
they contracted asbestosis, also re-
ceived a waiver on the return of
$125,000 in benefits paid by Aetna
Life & Casualty Co., Owens-Corn-
ing's workers compensation in-
surer, said plaintiffs attorney
Foster Ergood.

Defendants in the cases were:

Johns Manville Products Corp. of
Denver; Lake Asbestos Ltd. of
Quebec; NorthAmericanAsbestos
ofChicago; Philip-Carey ofCincin-
nati, and Carey Canadian Ltd. •
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PHILADELPHIA and WINNIPEG
are first lines of defense against spiraling insurance costs. To call in the
ARM ... Assurex Risk Management Institute...in these areas (or
elsewhere in more than 40 states and 16 foreign countries) call your.

Assurex International broker.

H. C. KNIGHT & COMPANY  RYAN AGENCY LIMITED
320 Walnut Street 55 Donald Street

Philadelphia, Winnipeg, Manitoba, Canada R3C 1L8
Pennsylvania 19106 204-942-5484

215-923-5440

-  See our ad on page 6

Don't base your insurance program on a single pitch.
It's too easy to wind up with a 'leaner» just when you
need a steel ring of protection around your stake.

For more than 60 years, the specialists of Ebasco
Risk Management have been analyzing the insur-
ance programs of municipalities, industries, associa-
tions, as well as health care facilities. We are experts
in the control of claims and the prevention of losses.
As a result, we can offer world-recognized exper-
tise in plugging gaps in our clients' protection plans
and in stripping away expensive, unneeded coverage.

Sometimes a properly structured self-insurance
program is the client's best choice. We design and

monitor such plans, and advise on reinsurance where
it is needed.

Sometimes a 'Captive" insurance company or
"Association Mutual" insurer is chosen. We conduct

studies to determine the feasibility and potential
benefits of such a move. We create and manage
such companies both in the United States and 'off-
shore"... including the largest and most successful
off-shore captive in American industry.

To make sure your insurance program is un-
beatable call or write for our free brochure, or for a
no-obligation initial review and discussion.

EBAEO
EBASCO RISK MANAGEMENT CONSULTANTS, INC.

A Subsidiary of EBASCO SERVICES INCORPORATED

New York: Two World TradeCenter, New York, NY. 10048, Tel: (212) 839-1334, Atlanta:145 Technology Park, Atlanta/Norcross, GA 30092, Tel: (404) 449-5800,
Chicago: 150North WackerDrive, Chicago, IL 60606, Tel (312) 346-3438, Newport Beach: Gateway Plaza, 130Newport Center Drive, Newport Beach, CA 92660,

Tel: (714) 759-7100, Bermuda: Airlie House, RO. Box 1617, Hamilton 5-24, Bermuda, Tel: (809) 292-0124
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Leaves Seaboard Surety

United Pacific adds Schmalz as vp
PHILADELPHIA-Charles B.

Schmalz has joined United Pa-
cific/Reliance Insurance Co. as vp-
bond operations. He will direct fi-
delity and surety activities in the
Western states from United

Pacific's home office in Tacoma,
Wash. United Pacific is one of the

affiliated Reliance Insurance Cos.

Formerly vp-business develop-
ment for the Seaborn Surety Corp.
in New York, Mr. Schmalz joins

UP/Reliance with 10 years bond
msurance experience.

Other insurer changes:
Richard L. Gunderson elected

senior vp of The St. Paul Cos. Inc.
and chairman of Western Life In-

surance Co.; Donald Voss elected
president and chief operating offi-
cer of Western Life and St. Paul
Life.

Howard T. Cohn elected group
vp of Armco Financial Services
Corp.

Len Meredith Jr. elected a direc-

tor and senior vp-underwriting for
Northwestern National Life Rein-

surance Co.

William V. Benintendi pro-
moted to manager of worldwide
marine claims for AFIA

Joseph J. Dodds appointed resi-
dent vp for American Interna-
tional Group companies in
Atlanta; C.F. Free appointed resi-
dent vp of AIG companies in Chi-
cago.

Broker changes
Watson N. Driggs appointed vp

and marine department manager
of Johnson & Higgins of Louisi-
ana Inc.

Stephen M. Lamoriella ap-
pointed director o f systems, proce-
dures and operations

administration at the Los Angeles
office of Bayly, Martin & Fay In-
ternational.

Michael Ellis named vp for pro-
duction and account management
at Fred S. James & Co. of Texas
Inc.

Other suppliers
Joseph B. Terbell Jr. appointed

10 tips keep
data safe

NEW YORK-Following 10
commandments of computer se-
curity will prevent big losses, says
Burton J. Carbino Jr., vp-risk man-
agement group at Irving Trust Co.
here.

To prevent computer losses, Mr.
Carbino recommends:

. All transactions be handled by
two or more people to reduce error
and fraud.

• All transactions be properly
checked to ensure no data is unin-

tentionally entered into or deleted
from the system.

• All users be restricted to their

authorized functions.

. All users be held accountable

for' the data.they enter.
. All users be uniquely identi-

fied by code or other device.
• Identification codes be con-

trolled.

• All systems have an adequate,
audit trail.

. All systems conform to laws
and corporate policy.

• All systems operate in emer-
gency situations.

• All systems have adequate
backup files and transaction rec-
ords kept in storage.

S.R.I. International in Palo Alto,
Calif., estimates annual losses
from computer crime at $100 mil-
lion to $300 million. •

comings &
goings: industry

senior consultant specializing in
international compensation in the
New York office of Hansen In-

ternational Group; Charles E.
Dean named consulting principal
in A.S. Hansen Inc.'s Dallas office.

William G. Watson, Timothy C.
Katter and Donald W. Mosier pro-
moted to assistant vps in the Fort
Lee, N.J., office of American Risk
Management Inc.

Leonard G. Carusi named man-

ager of computer systems services

Schmalz

.F..40/ 42

lizic

Blau '
Lamoriella Ellis Terball Dean McCartney

for Buck Consultants Inc. in New
York; Edith Olsen and Michael W.
Peskin promoted to assistant ac-
tuaries.

Carolyn L. McCartney named
assistant vp of U.S. Administrators

Inc. in Los Angeles.
Peter H. Kracala named senior

consultant in Coopers &
Lybrand's Atlanta office.

Peter S. Chines named pension
consultant at William M. Mercer

Inc.'s Buffalo, N.Y., office.

James H. Levine elected presi-
dent and chief executive officer of

Risk Information Services Inc. in

Nashville, a subsidiary of Corroon
& Black Corp. •

THAT IS THE QUESTION OF THE 80'S.

HOW SHOULD
COMMERCIAL INSURANCE

BE EMPLOYED IN
STRUCTURING A SOUND

RISK MANAGEMENT
PROGRAM?

Identifying and Evaluating Risk.
Accurate risk analysis is the first

and most important step in determining
the advisability of self-insuring.
James risk management teams work
with corporate financial executives
and risk managers to identify and
evaluate risks and then to project the
financial impact for years to come.
Depending on the scope and com-
plexity of the situation, accurate
forecasting may be accomplished
simply by careful review of exposures
and loss history, or it may require
sophisticated computer analysis-we
call it the Bottom Line Approach,
which is a James exclusive. By what-
ever method is indicated, your com-
pany's probable losses and costs are
accurately identified and evaluated.

Risk Retention vs.
Risk Transfer.

The next step is that of deciding
how to manage the risks, and James
plays a vital role in these critical

decisions which can have a profound
impact on a company's cash flow. P&L
statement and ultimately the bottom
line, itself. lf a Self-Insurance program
makes sense-and for some compa-
nies with either erratic or unaccept-
able loss patterns, it may not-
James will work with you to arrive at
acceptable self-insurance limits and
to determine the level at which

Excess or Catastrophe protection
should be used in the program.
With this type of arrangement. your
company will not only have an effi-
cient plan of protection. but one which
contributes favorably to the corporate
profit picture. through improved cash
flow and reduced cost.

The Role of

Commercial insurance.
Knowing the markets is critical.in

the selection of insurance carriers

and in structuring the best program
for your operations. As a national
broker with a very large premium
volume, we know where the best
terms are available for specific cover-
ages and we know those markets
that are most responsive to your pro-
tection needs at any given time.

Additionally, we have substantial
negotiating.leverage with many of
the country's strongest and most
highly regarded insurance compa-
nies.Totheextentthatcommercial

insurance is practical and desir-
able, James employs a broad array
of experience and knowledge in find-
ingthebestmarket foreachinsured
portion of your program.

Administering a
Self-insurance Program.

As every risk manager knows, the
administration of a Self-Insurance

program is a complex, multi-faceted
assignment. James experts work
with your staff to help ease the han-
dling and continue cost efficiency.
From James Technical Service experts
who aid in engineering a safer
environment (thereby reducing losses
and loss expenses) to the James
professionals who expedite claims
payments (thereby improving
employee relations) to the James
statisticians who provide continuing,
computerized reports on loss data
by location (thereby permitting imme-
diate expense-reducing, corrective
action), you have a team that
understands all of the problems,
copes with them, and provides serv-
ices that fulfill the promise of
efficient financial management
through prudent Self-Insurance.

The Matter of Captives.
Sometimes, instead of using a large

deductible, or other forms of self-
insurance, it makes sense to set up a

1''



Senate passes bill to ban FTC probes
By JERRY GEISEL /

In passing a broader bill curbing
the power of the Federal Trade
Commission, the Senate agreed
this month to also bar the FTC
from investigating the insurance
industry.

"We have to make absolutely
certain that the FTC will not inves-

tigate the insurance industry,"
said Sen. John Danforth (R.-Mo.).

Sen. Danforth and Sen. John

Durkin (D-N.H.) both expressed
concern on the Senate floor re-

cently that FTC involvement in in-
surance industry activities violates
the McCarren-Ferguson Act, the
1945 law giving insurers immunity
from federal antitrust law in favor

of state regulation.
The FTC bill that passed the

House does not prevent the FTC

washington
from investigating industry activi-
ties and a move is expected during
this month's House-Senate joint
committee's meeting to iron out
differences in tne House and Sen-
ate versions an:1 allow the FTC to

investigate some insurance is-
sues-but only if specifically re-
quested to do SO by a
congressional committee.

The fate of the entire FrC bill,

though, is in doubt. President Car-
ter has warned that he will veto the

measure if too many investigatory
powers are stripped away by Con-
gress.

Meanwhile, in another FTC de-

velopment, the federal agency has
backed away or. moving to limit

control doctors exert over Blue
Shield plans.

Last year, the FIt antitrust staff

recommended that the commis-

sion adopt a rule prohibiting medi-
cal organizations from controlling
Blue Shield plans (BI, May 14,
19791

But in a meeting this month,
FrC commissioners voted only to
research whether or not a rule is

needed to prevent doctors' control
and how extensive the rule should
be.

Sex discrimination
In joint guidelines issued by the

Labor Department and the Equal

URE
INSURE

t'

J r

Employment Opportunity Com-
mission, the federal governrnentis
warning employers that they no
longer can automatically exclude
women from chemically haz-
ardous jobs without running the
risk of being accused of sex dis-
crimination.

The guidelines, released earlier
this month, discuss an employ-
ment practice that has become in-
creasingly widespread in the
chemical and lead industries: blan-
ket exclusion of women from cer-

tain jobs because of potential
reproductive risks from hazardous
substances (BI, Oct. 29, 1979).

Instead of barring all women
from certain jobs, the federal gov-
ernment suggests several alterna-
tives:

• Reducing the level of expo-
sure to the hazard so the reproduc-

captive insurance company. Before
the decision is made, it takes a thor-
ough investigation, professional
assessment and mature consideration.

If a captive is utilized, it will
require constant surveillance, con-
tinuing analysis, very specialized
professional management and a
corporate resolve to monitor under-
writing decisions, particularly as
they apply to levels of retention,

scope of risk, structure of rein-

 ' surance, and consideration of risks
outside of the parent company. James
Captive Management and/or Captive

Advisory Services perform exception-
ally well in these areas, thereby
functioning as a veritable extension
of your Corporate Financial and

-0 Risk Management operations.
#4 For complete information about

James self-insurance services, phone
your nearest James office, or write
to our President, William E. Burch,

230 West Monroe, Chicago, Illinois
60606.

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

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

Risk management is essential to sound linancial management.

tive risk is reduced or eliminated.

• Using respirators to minimize

exposure.

• Transferring affected em-

ployes, without loss of pay, senior-
ity or benefits, to another part of
the workplace where exposure to
reproductive hazard is minimal.

Although the guidelines lack the
force of law, they do indicate the
position the government would
take in a lawsuit.

Risk retention
The House Interstate and For-

eign Commerce Committee says it
will begin consideration Feb. 20 on
legislation (H.R. 6152) that would
allow companies to set up groups
at the federal level to self-insure
their product liability risks.

The Risk Retention Act pre-
viously cleared the consumer and
protection subcommittee Jan. 31.

Staffers are optimistic that the
bill will clear the full committee af-
ter two days of debate.

The measure is endorsed by the
Carter Administration and more
than 20 business trade groups, but
generally opposed by insurance
trade associations.

Official leaves
Donald Smiegiel, the Commerce

Department official who played
the lead role in drafting the Risk
Retention Act, is: leaving the de-
partment this month to work for a
San Francisco-based leasing firm.
He will be retained by the depart-
ment to act as a consultant.

The Commerce Department will
interview candidates this month to

replace Mr. Smiegiel, who served
as senior legal adviser to the Task
Force on Product Liability and Ac-
cident Compensation.

Community property
The Supreme Court last month

declined to review and thus let
stand three California court rul-

ings that ERISA does not preempt
the state's community property
law that divides an employe's re-
tirement benefits with a spouse
when the marriage breaks up.

In a brief filed with the court, the
Justice Department had argued
that all state laws affecting pen-
sion plans are preempted by
ERISA. By requiring pension
plans to pay benefits to persons
(spouses) who are not plan partici-
pants, the California law relates to
employe benefit plans and thus is
preempted by ERISA, the depart-
ment argued, to no avail.

The California law requires that
a vested pension benefit be split
when a couple is divorced.

Social Security
Former Social Security commis-

sioner Stanford Ross says the
nation's private pension plan must
be expanded. Social Security,
which only provides a retirement
income base, by itself cannot meet
the "very ambitious retirement
goals of Americans," Mr. Ross
said.

CLAIM MANAGEMENT
SERVICES

RISK MANAGERS/CAPTIVES/REINSURORS

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

John J. O'Connor
B.A., L.L.B., 1.1.A.

Consultant
11 Patrick Lane

Wilton, Connecticut 06897
Phone: (203) 762-9564
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Several drawbacks

Irrevocable trust may not
hold cost benefit: Expert

CHICAGO-An irrevocable
trust for self-insurance funding
may well be approved by the IRS
for taking tax deductions, but
might not offer companies any
cost advantages in the long run,
says Gerald I. Lenrow of Coopers
& Lybrand.

"Ifstructured properly, a deduc-
tion should be permitted" for
funds paid into the trust in the
form of premiums, Mr. Lenrow
said. He has considered the use of
trusts for self-insurance many
times during the past eight or 10
years, but has never advised any
client to use one.

"I personally don't see that it
solves the problem," he said, re-
sponding to the action by an agent
here to put several corporate eli-

ents into trusts, advising these
firms that the trusts would permit
legal tax deductions and would
generate cost savings on insurance
programs (BI, Jan. 141

Mr. Iknrow sees several poten-
tial drawbacks to the use of trusts.

A trust, even if it works properly
and offers tax deductions for self-
insurance funding, is normally
taxed at an individual tax rate
rather than a corporate rate. Thus,
taxes on the investment income

couldrunashighas 70%andmight
ultimately be higher than those
paid under a pure insurance or
self-insurance program without a
trust.

If the trust is generating only a
small amount of income and is in a

DAVID WARREM, CPCU

founder and 11 years president of
Warren, McVeigh Be Oriffin,

no longer consults through that firm, and

announces

his individual risk management
consulting practice.

David Warren

58 Diablo View Drive

Orinda. California 94563
(415) 254-9472

low bracket, there conceivably
might be some cost saving advan-
tages.

However, if the investment in-
come is sizable and taxes are high,
those combined with the fees that
would have to be paid to an outside
claims administrator and for other

trust services would likely offset
any cost savings, Mr. Lenrow sug-
gests.

Although there is probably ade-
quate precedent allowing deduc-
tions for funds paid into a properly
structured trust for future losses,
at some point the Internal Reve-
nue Service would likely question
whether a company is excessively
funding future obligations, Mr.
Lenrow said.

In the case ofa small or medium-

sized company, there would be a
question, too, of whether the firm
even has adequate loss experience
to be able to justify to the IRS
whether "premiums" paid to a
trust are reasonable, Mr Lenrow
added.

If a company is big enough, it
can accomplish the same objec-
tives with self-insurance that a
trust would offer, Mr. Ler.row con-
tends. "And smaller firms are bet-
ter advised to have retentions in
the form of deductibles, or to par-
ticipate in group captives where
there is a better spread of risk," he
said. •

Surplus grou p
names officers

CLARK, N.J.-H. James Grif-
fith, president of Princeton Risk
Managers, has been named presi-
dent of the New Jersey Surplus
Lines Assn.

Joining Mr. Griffith as new offi-
cers are: Frank Walsh of the
Quaker Agency, first vp; Evelyn
Haines ofEastern Risk Specialists,
second vp; Doris Smith of Global
American, secretary, and Mike
Himowitz of Weghorn Interna-
tional, treasurer.

New directors are Phil Feldmes-
ser of Global American; David
Watson of Lumley, Dennant; Ma-
rie Valle ofM*jor Surplus, and Wil-
liam Malone ofthe William Malone
Agency. .

Ifyouinsure aimaft,
wetlhke tomakethis claim.
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Your clients are probably constantly in the mar.
ket for flight control surfaces and air frame parts.

Well, we've got them. An incredible inventory
of wing and tail parts- flaps, rudders, trim tabs, panels
(in every shape and size) and elevators. All available
onanexchange basis, too. +

That's why we can make this claim.
Whatever your clients' requirements, Aviation

Sales can cut their costs (and yours) time and again. ,
Youll find that well invariably offer a competitive
bid, and that our service is unsurpassed in the industry.
Particularly on the Boeing 707-720727

If you're an insurance company specializing in
theaviation industry, we're a company you ought to

get to know. r
We support over go airlines in 56

countries around the world. And we'd like
nothing more than to support you, too.
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AviationSalesCompany,Inc. *I like to support you.
RO. Box 522914 Miami, Florida 33152. Telephone: ( 305) 592-4055. Telex 51·5547

riskWatch
Counseling program
helps employes cope

By SANDRA PESMEN
Crain News Service

CHICAGO-Thirty-six-year-old Dan Smith, an aggres-
sive, confident University o f Illinois graduate, rode a fast
track to success after he joined the sales team of a subur-
ban Chicago manufacturing corporation eight years ago.

He sped along, winning awards and promotions. Then
suddenly the super-achiever's career crashed.

He started coming into work late. His clothes were di-
sheveled. He began daydreaming at meetings. He re-
ceived personal phone calls at his desk and often left
abruptly to take care of private
business. Before long his job was
on the line.

Fortunately, Dan'B company is
one of the two businesses and in-
dustries in the village of Niles
participating in a new Employe
Assistance Program sponsored
by the Niles Family Service. NFS
expects it to serve as a pilot for
companies throughout the na-
tion. 14 +.

So instead of firing Dan (a
pseudonym), his supervisor was Pesmen

able to say, "Hey, we care about you, but we've been
watching your work and your record's very bad. We'd like
to help you find out about why that's happening and learn
to recognize your problems and deal with them.':

Dan was referred to EAP. Through counseling, he soon
realized he had serious marital problems that affected his
work. In an effort to find solutions, Dan, his wife and their
three children all began attending sessions at the Family
Service Center.

But not everyone who works in the village, or in any
U.S. city, is as lucky as Dan was.

"There are 700 businesses and industries in Niles, about
100 of them with more than 100 employes," estimated
Ronald Martin, a soft-spoken psychologist who spends
about three days a week working as the program's only
counselor for $15,000 a year. The rest ofthe time Mr. Mar-
tin knocks on doors, trying to sell employers on the idea of
providing this important, unique service to their workers.

"So far it's been a hard sell," he explained. "Some em-
ployers are afraid their workers will think they're spying
or snooping if they bring up personal problems."

He recalled with dismay one personnel manager of a
large corporation in the village who told him, "We don't
need the program because we don't have any problems
among our workers."

It was hard for Mr. Martin, a patient sort, to hold his
tongue and not tell the manager that statistics show 10% to
12% of all workers in industry have serious problems,
most of them related to alcohol or other drugs.

Oneofthe first Niles companies tojoin the program was
Fort Dearborn Lithograph Co. Five employes have gone
for assistance since EAP was introduced in the fall.

"We view the program as a company benefit, like medi-
calinsurance, vacations or sick pay," explained Cliff Cres-
todina, assistant to the president. "A small company like
ours, with 225 employes grossing between $10 million and
$20 million annually, can't afford to keep a doctor or medi-
cal director on the premises. But through the cooperation
ofthe village we are able to obtain help for troubled em-
ployes now."

The company's three health insurers cover varying
amounts ofthe sessions, usually costing $30 an hour. Pru-
dential Insurance Co., for example, pays half of the cost,
Mr. Crestodina said.

If company insurance costs go up because of the pro-
gram, Mr. Crestodina believes he's still ahead. "We'll more
than get that money back in increased production," he
said. "And if a troubled person doesn't get help, he might
have an accident on the job and that could cost a lot more.

"Also, we have a lot oflong-term employes here and'we
feel it's worthwhile to help them so we can keep them.
Training new people to replace them would be even more
costly."

Leading problems among Niles workers are the same as
those found in national studies: alcohol and other drugs,
divorce and stress.

"The biggest hurdle I face is businessmen who say, 'I
can handle it myself, '" Mr. Martin said. "Most men who
come for help are embarrassed because they feel they
have to be the Lone Ranger and tough it out. At first, 99%
of our calls were from working women. Now they're
averaging 85% women and 15% men."



1 RS may rethink
rule on renaming
of beneficiaries

NEW YORK-The Internal Rev-

enue Service is apparently recon-
sidering its position on a contro-
versial ruling in mid-1979 that cre-
ates roadblocks for employers
wanting to change their group life
insurers.

Loud protests from life insurers
and employe benefit managers
and a . flood of letters critical of

Revenue Ruling 79-231 have
caused the IRS to take another

look at the issues, said a spokes-
man for the IRS, who wouldn't
speculate on the outcome ofthe re-
view.

Revenue ruling 79-231 voids all
previous assignments of benefit
ownership under group life poli-
cies every time an employer
changes insurers. Employes often
transfer ownership of benefits to

spouses to avoid having life insur-
ance taxed as part of an estate.

Under the ruling, however, new
assignments must be made by all
employes each time an employer
places the group life benefit pro-
gram with a new insurer. This, in
turn, means employes may not
even obtain the tax-reduction

benefit of making the assign-
ments, if death occurs within three
years, because the IRS says a gift
or assignment was made in con-
templation of death in such an in-
stance. When this happens, all life
insurance proceeds are taxed as
part of a deceased person's estate.

The new IRS rule greatly in-
creases the chances that the as-

signment won't'be valid by
requiring new assignments any-
time an employer changes a pro-
gram. Generally, employes assign
life insurance proceeds to benefi-
ciaries early in life and don't
change those provisions unless
something happens to benefi-
ciaries in the meantime.

In states recognizing previous
dssignmentof benefits, three years
must pass from the time of the
change of insurers before the
death benefit would be free from
estate taxes. In other states, the
three-year period would run from
the date the employe makes a new
assignment.

Employers are faced with "mu-
tually inconhistent and conflicting
fiduciary responsibilities" be-
cause of the ruling, notes Edith Li-
chota, vp-government affairs of
RIMS, which has officially op-
posed the rule.

"On the one hand, an employer
has a duty to the shareholders to
buy benefits as economically as
possible; on the other hand, in all
innocence, the employer may un-
dermine the estate planning of em-
ployes, who may then have a claim
against the company for doing so,"
she said.

The American Council of Life

Insurance has had no luck in ar-
ranging a meeting with Treasury
Department officials to discuss its
Nov. 9, 1979, memorandum urging
withdrawal of the ruling, said
Stephen W. Kraus, ACLI assistant
general counsel.

Employers will be reluctant to
change insurers because ofthe rub
ing, hampering competition and
making it difficult for new en-
trants to break into the group life
insurance market, he said.

"I can't see what IRS gains from
this," Mr. Kraus said. In its memo-
randum, ACLI notes that assign-
ments of benefits by employes will
continue and court challenges to
the ruling by the estates of persons
who made a second assignment

would increase.

One somewhat costly solution to
the dilemma is providing dual cov-
erage for those who would be most
hurt by the IRS ruling-namely
the top corporate executives, sug-
gests Johnson & Higgins senior vp
Ken Keene.

The employer would purchase
three-year individual term policies
from the original insurer on behalf
ofthese people payable to the prior
beneficiary, he said. The group
policy would name the employer
as beneficiary so the survivors
would not get double coverage.

Developing assignment of bene-
fit forms that d6 not specify a pol-
icy number is one solution beipg
considered by insurers and large
employers, Ms. Lichota notes.
However, the IRS is expected to
resist this approach, she added.

Ms. Lichota says she's "con-
vinced the IRS ruling is a bad call"
and expects it will be reversed if
any of the outstanding cases goes
to court. •
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its limits «¤i Excess Limits and
Excess Products Liabilikt

Inter-Cas is now offering up to $700,000 in excess of $300,000
for all your Liability Special Risks, including Products.

Expertise and expanded coverage:
two reasons why Inter-Cas Ltd. is
uniquely qualified to handle your
special risks.

We offer excess limits on

Pharmaceuticals, Chemicals, Metal
Goods, Cosmetics, Restaurants,

INTER-CAS LTD.

IC

Toys, Clothing Manufacturers,
Hamburger Stands, Machinery,
Imports ... as well as many, many
more.

Contact Inter-Cas Ltd. today. We've
expanded our limits on Excess Limits
and Excess Products Liability.

98 Cutter Mill Road • RO. Box 442 • Great Neck. New York 11022 • (516) 466-5060 • Telex 142344

CU Risk Management
Services...

Supporting your Captive
or Self Insurance Plans.

Does your captive company or self
insured plan have effective claims ser-
vice and risk control batked by an infor-
mation system? If the answer is NO, CU
RiskManagement has the program and
experience to support your risk handling
technique.

We are backed by a 100-year-old
organization and have the vitality to
deliver innovative and timely answers.
A numberof today's leading companies
in the fields ofchemicals, machinery
manufacturing, metals, construction,
textiles and even consumer products have
found CURM services the right answer.

Consider the following, no matter
what yourline may be:

Risk Control efforts assimilated into

your existing programs to conserve time
and expense.

A network ofUS and international

claims offices capable of responding
within predetermined standards.

Data Processing and other reporting
systems providing timely output in a non-
complex and concise format.

A leader in products liability services.

Ifyou have service requirements, we have the expertise to meet most expectations.
We would like to send you a customized proposal. For further information about
CU Risk Management services, call or write: Commercial Union Risk Management,
600 Atlantic Avenue, Boston, MA 02210,(617} 725-6010.
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Peter Downes
knows his ABC
Peter Downes, a man of letters, is a regular contributor to tre Perspective
section of Business Insurance. Someti-nes ie writes with tongue ir cheek,
but the subjects he addresses are invariably of vital interesr to tiE
Business Insurance audience.

Since his first column in 1975, which dea t with big problems created by
regulators under the guise of public protection, Peter's contributiois have
ranged from such diverse topics as illiteracy of insurance execut ves to
how an insurance expert views health care as a patient, the.ustification for
self-insurance, and his experiences with some of the Lloyd's characters
who shaped that institution, to name cnly a few.

Peter Downes has brought a measure of literate rationality and balanced
levity to many exasperating problems whici have surfaced for corporate
risk and financial executives in the seventies. And, in the eighties, he will
continue his lively and readable contrioutions to the delight of thousands
of Business Insurance readers.

Yet Peter, like all of our editors, reporters and most contributors, does
not specialize. His columns cover a wide spectrum of insurance, risk
management and employe benefits topics. And they have been the
subject of discussion, earnest analysis and action by influential corporate
ard government officials.

It's this kind of journalism that makes Business Insurance the most
widely used and quoted authority in its field.

And because Business Insurance does so
much for its readers, it also does more for
its advertisers.

business

6E

insurance
a put#cation of Crain Communicatiors Inc

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

Shouldn't you be there?

New York: 708 Third Avenue, NY 10017 (212) 986-5050 Chicago: 740 Rush Street, IL 60611 (312) 649-5275 Los Angeles: 6404 Wilshire Blvd., CA 90048 (213) 651-3710



UAW-Champion contract
sparks pension increase

ABOUT 6,500 ACTIVE and re-
tired United Auto Workers mem-

bers have won an improved
pension program under a three-
year contract with Toledo, Ohio-
based Champion Spark Plug Co.

The minimum basic monthly
pension benefit per year of service

will begin at $9.95 and increase to
$13.90 by the end of the contract
for current retirees on a normal re-

tirement plan; minimum benefits
for future retirees will begin at
$15.75 and increase to $18. Under
the "30 and out" plan, retirees un-
der 62 will no longer be limited to

the benefit amount at which they
retire. A lifetime supplement, pre-

viously only available for "30 and
out" retirees, has been incorpo-
rated into the basic beneut rates.

Champion will increase its pay-
ments for Medicare Part B pre-
miums to $8.70 a month from the
current $7.20, effective Oct. 1. Pay-
ments will increase to $9.70 a
month by the end o f the contract.
Women workers who lost pension
credits because of pregnancy dis-
ability can regain up to about four
months credit for each pregnancy.

The UAW also received improve-
ments in its group life and disabil-

ity program. Maximum benefits
are now $25,000 for life insurance,

up from $20,500; $12,500 for acci-
dental death and dismemberment,

up from $10,250; $250 a week for
sickness and accident, up from
$205, and $1,000 a month for ex-
tended disability benefits, up from
$820. Survivor income benefits
were increased to $300 a month
from $250.

Among new health benefits are

vision coverage for retirees, effec-
tive Feb. 1, 1981; coverage of re-
constructive surgery for de-
formities resulting from disease

or medically necessary surgery, ef-
fective May 1; dental coverage was
increased to $1,000 a year from
$750, effective March 1, and
workers will be given a second op-
portunity each year to enroll in a
health maintenance organization.

HMO option
One hundred twenty-four of the

approximately 1,450 eligible em-
ployes of Marquette University in
Milwaukee have enrolled in.a new

health maintenance organization

option offered by the university,
effective Feb. 1.

The Blue Cross & Blue Shield

COMPCARE Health Plan, a pri-
vate, nonprofit HMO, covers all
costs ofhospitalization, X-rays and
diagnostic tests, emergency care,
routine physicals, immunizations,
well baby care, nutritional care,

eye exams, drug and family crisis
counseling and YMCA fitness

classes. Prescription drugs and
psychiatric care are covered after a
$50 major medical deductible; the
policy limits for these items is only

$500,000. COMPCARE is not fe-
derally qualified but is seeking
such qualification.

The university's regular cov-
erage is underwritten by Bankers
Life Co. of Des Moines and in-

cludes high and low options. The
high option has a $200,000 limit
with 80% reimbursement after a

$25 annual outpatient deductible.
The low option has a $100,000 max-
imum with 80% reimbursement af-

ter a $50 annual outpatient
deductible.

The university pays the same
premium toward HMO coverage as
it pays toward the Bankers Life
plan in which an employe was pre-
viously enrolled. The university
pays the total $28.62 premium for
an individual on the low option
plan and the total $89.57 premium
for the family plan, and $32.30 of

benefit beat

the $41.09 premium for an individ-
ual on the high option plan and
$96.07 of the $122.23 for a family.
The total COMPCARE premium is
$51.87 for an individual and

$129.18 for a family.

Shopper's guide
Federal employes in Washing-

ton, D.C., Chicago and Philadel-
phia who are choosing a health
maintenance organization plan

can now take advantage of a
"shopper's guide" to HMOs in
their areas.

The U.S. Department of Health
and Human Services (formerly
Health, Education and Welfare)
commissioned Northwestern Na-

tional Life Insurance Co. in Minne-

apolis to compile the information
and write the copy for the guides,
at a cost of $5,000. The pamphlets
compare the main benefit provi-
sions of the HMOs.

Similar benefit comparisons are
likely to be assembled later this
year for federal employes in seven
other metropolitan areas.

Health care costs

Some criticisms leveled at group
benefit insurers for not doing more
to control health care benefit costs

and outlays aren't sensible, says
Eli Ginzberg, Ph.D., professor of
economics at Columbia Univer-

sity. "A more valid criticism would
be directed to the slowness with

which insurers have experimented
with comprehensive coverage, am-

bulatory as well as inpatient," he
said in an address at the 50th an-

niversary conference of Blue
Cross/Blue Shield in Washington.

The contention that insurers

have been remiss for not offering a
wider range of policies with de-
ductibles and coinsurance features

is, to Mr. Ginzberg, "largely beside
the pointin lighto f the tremendous
growth in recent years of major
medical policies. Moreover, the in-
surers are not responsible for trade

unionists' intransigence" on the is-
sue of first-dollar coverage.

It is also folly to try to redirect
efforts to preventive medicine
from curative medicine because

"we simply do not know how to

prevent many of the worst dis-
eases and accidents," he said.

Popular medicine
Medical insurance is the benefit

most often provided to food ser-
vice industry employes, a survey
by Institutions magazine shows.

Of the 3,500 respondents to a

questionnaire sent to magazine
subscribers, 83.5% reported they
receive medical insurance. Re-

spondents represented all seg-
ments of the food service industry,
from chain executives down to

food service workers. Middle man-

agement employes registered the
highest percentage, with 90.4% re-
ceiving the benefit, while only
67.8% of owners had such cov-

erage.

Dental insurance has yet to
make much headway in benefits
packages, with only an average
28.7% of food service workers cov-

ered under such a plan. Other

benefits mentioned in the survey
were disability insurance, 53.8%
industrywide; pension plans,
49.7%; profit sharing, 22.5%, and
stock options, 12.5%.

Made anv benefit changes ? WTite

Valerie Berg, Business Insurance,
740 N. Rush St., Chicago, 111. 60611
or caa 312-649-5430.
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PROPERTY LOSS CONTROL
ENGINEERING SERVICES

NATIONWIDE FIRE PROTECTION

CONSULTANTS

Telephone (415) 495-3310

649 Mission St.
San Francisco
California 94105

FInAACIAL
GUARDIAn

... A nAmE TO KnOW
AnD REmEmBER

Insurance Brokerage
(US and Worldwide)

Risk Consulting

Captive Management

Self-Insurance Administration

Reinsurance Intermediary

"At Financial Guardian, we find ways to serve."

OFFICES IN PRINCIPAL CITIES.

CORPORATE HEADQUARTERS:

5 FinAnCIAL GUARDIAn InSURAnCE AGEnCY. Inc.
641113100 BROADWAY, KANSAS CITY, Mo.

PHONE 816/561-8630 - TELEX 424148
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Tort reform update
Pa. bill strengthens maker's defense

HARRISBURG-The Pennsyl-
vania state house this month ap-
proved tort reform legislation
(H.B. 1083) shielding manufac-
turers from product liability suits
12 years after consumer goods are
produced and 25 years after non-

consumer goods are made.
"We're going to send the bill

through the state senate and put it
on the governor's desk," said Tim
Holt, senior staff associate of the
Pennsylvania Chamber of Com-
merce, a mor backer of the legis-

r 77/
Third World

-lll insurance Congress
TWIC March 22-27, 1980

Buenos Aires, Argentina
On behalf of the organizing committee, you are cordially Invited
to attend this unique event. You will have an opportunity to
meet insurance industry colleagues from all over the world
especially the developing Third World nations.

Many of these countries are just beginning to establish National
Insurance programs. Here iS a chance for you and your organiza-
tion to aid, assist and guide them in the formation of their
Insurance programs.

A wide range of topics will be covered at the Congress including:
· Insurance Aftivity within Common Markets.
· Re-Insurance as a Means of International Cooperation.
· Professional Training of Insurers.

· Marine Cargo Insurance.

· Function of Brokers Within The International Insurance
Market.

Contact the Official North American Representative

for the li Third World Insurance Congress -'.'/I-

North South Travel 200 West581h Street, Suite10-8 · NOR'1
InfernationalcongressDivision New York, New York 10019 Soull

TaIVEL
Call Collect: 212-265-0746 ··••A

A
3AEROUNEAS ARGENTINAS

The South Amer,can Expert.

lation.

The measure, which cleared the
house on a 104-77 vote, would re-
duce an award to the extent a

plaintiffs negligence contributed
to an accident and strengthens a
manufacturer's defense if a prod-
uct were made in conformity with
the state of the art.

Manufacturers also would be

given a positive defense if product
alteration or misuse caused the ac-

cident, and plaintiffs would be
barred from introducing at a trial
evidence of product improvement
since the time of the accident.

However, the defense could in-
troduce the amount of public col-
lateral payments, such as workers
compensation benefits, the acci-
dent victim was receiving.

The legislation would bar suits
against wholesalers and retailers
unless the manufacturer of the

product was bankrupt or if the
manufacturer was based in an-

other country and could not be
sued in a U.S. court.

Before the measure was passed,
however, the house deleted a pro-
vision that would have beefed up a
manufacturer's defense if the

product were made in compliance
with mandatory government
safety standards.

This provision was removed be-
cause some legislators believed in-
dustry itself often draws up
government safety standards and
thus such standards have ques-
tionable value in determining how
safe a product really is.

Meanwhile, in other actions:
• The Kansas senate commerce

and financial institutions commit-

tee this month will take up a
house-passed bill (H.B. 2493) that

DIRECTORS · OFFICERS · TRUSTEES
LEGAL LIABILITY INSURANCE

EEMEaliffS:#Effie:REESiltEltWe#An"214,6.Jij>I- --- -_-ve/,c.z,1-7-2/zs,<2fil,i<

90 WILLIAM STREET • NEW YORK, N. Y. 10038

Atlanta • Baltimore • Boston • Charlotte • Chiwgo • Columbus
Dallas • Detroit • Honolulu • Indianapolis • Kansas City • Los Angeles
Orlando • Richmond • San Francisco • Seattle • Springfield, N. J.

Syracuse o London, England

would bar product liability suits
eight years from the date of sale of
and goods.

Backers of the bill, such as the
Kansas Assn. of Commerce & In-

dustry, believe the measure will
sail through the committee and are
"cautiously optimistic" the pro-
posal will make it through the full
senate.

• In Wisconsin, at least 10 new
product liability bills have been in-
troduced. One measure (S.B. 497),
sure to be bitterly opposed by state
trial attorneys, would limit attor-
ney fees in product liability cases
to 33% o f the first $25,000 of a set-
tlement, 25% of the next $25,000,
20% o fsettlements in the $50,000 to
$100,000 range and 10% of any
amount over $100,000.

Another measure (S.B. 494)
would establish a system of peri-
odic payments for awards of more
than $25,000. A third proposal
(S.B. 499) would establish that a
product liability award for loss of
consortium, or sexual relations,
could not exceed 200% ofthe judg-
ment for any other damages.

The legislature also is expected
to consider the Commerce

Department's model product lia-
bility bill.

• In Iowa, employer groups are
expected to push through the leg-
islature a comprehensive tort re-
form measure. A pending bill

would bar product liability suits
eightyears from the time a product
was manufactured and prohibit
product liability suits if product al-
teration caused the accident.

• In Montana, where an eight-
year statute ofrepose bill was nar-
rowly defeated last year, the state
legislature will not take up prod-
uct liability legislation until it re-
turns in January 1981.

• In Hawaii, no tort reform was
introduced during the current ses-
sion, but a senate concurrent reso-
lution requested the state
insurance commissioner conduct

a study of rising product liability
rates, said R.T. Pannabecker,
director of insurance and claims at
Hawaiian Electric Co. Inc. in
Honolulu.

• In Califbrnia, the U.S. Com-
merce Department's model prod-
uct bill (BI, Oct. 15, 1979) has been
introduced, but business groups
are uncertain about its prospects.
The bill would make it tougher to
sue a company 10 years after a
product alteration caused the acci-
dent

Since the drive to change tort
laws affecting product liability got
started in early 1977, about 21
states have passed product liabil-
ity legislation. Kansas and Iowa
are given the best chances this
year of joining the roster of states
that have passed reform legisla-
tion. I

ANI establishes

new claims unit,
inspection staff

HARTFORD, Conn.-Future lia-
bility claims filed against nuclear
power plants insured by Mutual
Atomic Energy Liability Under-
writers will be handled by a newly
established claims division of

American Nuclear Insurers.

The new division, which will
take over duties previously per-
formed by the ANI general coun-
sel office, is one of several moves
taken by ANI to beef up its opera-
tion in the months following the
nuclear accident at Three Mile Is-
land.

ANI also has established a full

time engineering and inspection
staffto review safety operations at
insured plants.

The claims unit, headed by John
Harwood, former Travelers Insur-
ance Co. vp for claims, is a two-
person division responsible for
overall direction of litigation that
develops from claims, including
the selection of lawyers and tech-
nical experts and coordination of
defense. Mr. Harwood also will be

responsible for establishing and
maintaining proper reserves for
the nuclear insurance pool.

The unit will still work with the
general counsel and the staffing is
"not projected for tremendous
growth," Mr. Harwood said.

The engineering and inspection
team, part ofan overall plan prom-

ised by ANI president Burt Proom
to help upgrade the safety proce-
dures at nuclear plants, will be
divided into seven regions around
the country and primarily will up-
grade fire protection systems at
the individual plants. Before the
division was formed, most of
ANI's field work was on a consult-
ing basis.

Now each field engineer will
conduct loss investigations,
safety-related fire surveys and
training seminars, in addition to
overall inspection and engineering
reviews. Three ofthe regional field
engineers have been named by
ANI and the remaining four are ex-
pected to take their posts in the
next few months.

The creation ofthe two new divi-

sions is partly in response to
events at Three Mile Island.

The existing claims staff in the
general counsel's office was
swamped by processing more than
$2 million in losses paid out to resi-
dents living near the Pennsylvania
plant. The expected legal battle
over the remaining $560 million in
claims is expected to drag on in the
courts for some time.

The engineering moves are part
of an industrywide desire to im-
prove safety procedures criticized
by the presidential commission
studying the accident. •

111 creates new division
NEW YORK-The Insurance In-

formation Institute here has

created a new division of planning
and issues management to educate
the public on insurance industry

issues.

The division will produce back-
ground papers and analytical re-
ports that explain issues and
interpret trends. •

-



D.C. bill could cut

work comp rates
WASHINGTON-Revamping

the District of Columbia's workers

compensation program could
slash rates by 28.2%, an insurance
industry rate-making organization
told the D.C. city council.

The National Council of Com-

pensation Insurance, a New York-
based organization that represents
insurers in setting workers com-
pensation rates, said rates could be
cut ifthe council passes legislation
proposed by council member
Willie Hardy amending the Fed-

eral Longshoremen's & Harbor
Workers Compensation Act provi-

sion covering private employes in
D.C.

The legislation would, among
other things, limit annual increases
in injury compensation benefits to
3%. The current limit on benefit in-

creases is based on increases in the

national average weekly wage.
Last year, benefits jumped 8%, to
$426.26 from $396.78.

Indexing of benefits based on
weekly wages is resulting in sky-

rocketing workers compensation
costs, insurers complain.

The reform measure also would

limit maximum weekly disability
benefits to 80% of the injured
worker's net income or $426 a
week, whichever is less. The cur-
rent limit on workers compensa-
tion benefits is two-thirds of the

employe's gross wages or 200% of
the average national weekly wage.

Firm asks
U.S. rebate
for exhibit

MINNEAPOLIS--Control Data

Corp. says it will seek reimburse-
ment from the federal government
for the $1 million the company
spent preparing for the U.S. ex-
hibit of a Russian art collection.

The venture has been canceled

by Control Data in the face of in-

creasing tension between the U.S.
and the Soviet Union.

The corporation will ask the gov-
ernment to reimburse it for the $1

million it has spent over the last

two years to bring the 413-piece
collection from the Hermitage Mu-

seum in Leningrad for exhibit in
five U.S. cities (BI, Oct. 29, 1979), a
company spokesman said.

The firm does not have insur-

ance on the $1 million spent, which
included travel expenses to and
from Leningrad for meetings with
Hermitage officials as well as staff

time for research and design of a
souvenir catalog about the exhibit

The firm believes it is entitled to

indemnification for its expenses.
"If grain dealers can be reim-
bursed (for grain embargoes to the
Soviet Union), we feel we should
also," the spokesman said.

Control Data had been planning
to finance transportation ofthe ex-
hibit, valued at $100 million, from
Leningrad and was going to ar-
range insurance and security for
the collection. The firm was to gain
income from publishing ventures
and souvenir sales associated with

the tour and was to sell a computer
to the Hermitage as part of the ar-
rangement.

U.S. Secretary of State Cyrus
Vance announced late last month

that continuing with plans for the
exhibit would not be in the na-
tional interest.

Control Data's risk management
department had been involved in
arranging insurance with Soviet

insurance interests, Lloyd's of
London and American insurers. •

District of Columbia workers

compensation rates have been
soaring in recent years. Rates
jumped 22.7%last December, com-
ing on top of a 600% increase in
rates over the last eight years.

Business groups that back the
reform bill say high workers com-
pensation rates have been a major

factor in the flight of business to
the Maryland and Virginia sub-
urbs, where the benefits are lower.

Labor groups opposing the bill
contend no real proof exists that
businesses are fleeing the city be-
cause of workers compensation
rates.

The city council is expected to
take final action on the bill some-

time this spring. •
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MILWAUKEE and COLUMBUS
. are first lines of defense against spiraling insurance costs. To call in the
ARMI ... Assurex Risk Management Institute...in these areas (or
elsewhere in more than 40 states and 16 foreign countries) call your

Assurex International broker.

LAUB GROUP INC.

324 East Wisconsin Avenue COMPANY

Milwaukee. Wisconsin 53202 141 East Town Street

414-271-4292 Columbus, Ohio 43215 THE McELROY-MINISTER614-228-5565

See our ad on page 6

FUU
HOUSE
In 1890. IRI started out as the Factog Insurance Association. That first
year we had 15 risks. $14.000 in premium and a staff of four.

Well, lodk at us now. We're celebrating our 90th Anniversary.
With more than 1,200 employees. some 40,000 risks and over $500
billion in worldwide liability

We didn't get this big by chance. As indust,y became more
complex, we offered custom-tailored coverage. Pioneered special-
ized engineering services and training. Matched our management
structure to our clients' growth. And. most important, committed
ourselves wholeheartedly to loss prevention.

From a modest beginning, Industrial Risk Insurers has c6me a
long way With 32 offices from Baltimore to Brussels. Serving
insureds in more than 60 countries. Backed by 45 member com-
panies. Working together with hundreds of their agents and brokers.

All of these good, solid numbers add up to a full house for us
and a winning hand foryou. A strong hand with a winning combi-
nation of engineering expertise, underwriting skill and financial
stability. That's why in a high stakes game like property insurance,
your best bet always is IRI. Hartford, CT 06102.
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Missing bank notes

Underwriter avoids $10 million claim
By JOHN H. MILLER

LONDON-Leading U.K. ma-
rine underwriter John Russel-Tay-
lor figured he was in for a large
claim when $10 million worth of
new Seychelles bank notes
vanished in the English Channel.
But all Mr. Russell-Taylor and his
London Assurance group will
have to pay out is a $50,000 claim
for the cost of reprinting the notes.

The notes were being carried on
the Greek freighter Aeolian Sky,
which collided with a German

tanker in the turbulent waters off

Portland, Dorset County, and sank
soon afterward. Divers hunted for

the newly printed rupee notes,

conducting their mission in secret

london line
to avoid the risk oflooting by other
divers.

But to the relief of the insurance

market, the Seychelles govern-
ment declared the notes to be val-

ueless as soon as it realized they
were missing. It is still not known
why the notes disappeared, but in-
vestigators suspect they were torn
from their storage space by strong
currents.

Computer claim
Lloyd's is rejecting a claim by

Federal Leasing Inc. in Virginia

for a $23 million advance payment
on its $560 million computer leas-
ing claim.

Federal wants the money to pay
to banks that lent the company
funds to lease computers. Lloyd's
has filed a counterclaim against
Federal, charging the request is in-
equitable.

Vacation coverage
U K. citizens are being urged to

take out special medical expense
indemnity coverage if they plan to
v.sit the U.S. or several European

countries where there is only
slight reciprocity for health care
costs under EEC Common Market

arrangements.

Even if travelers are covered by
insurance plans included in tour
packages, they may not have
enough insurance to cover all med-
ical costs in the U.S. if they be-
come ill there, the British
Insurance Assn. warns. It cites the

case of persons who incurred
$6,000 or more for injuries suffered
in minor auto accidents that would

have been covered by public
health facilities in Britain.

Meanwhile, Francis McPhillips,
42, a London engineer, has had
$90,000 of his bill refunded by a
Manhattan hospital after he was
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treated there last July for a heart

attack. He was only insured up to
$6,000 and had received cash gifts
from anonymous U.S. donors who
heard ofhis financial predicament.
U.K. insurers usually advise Brit-
ish citizens visiting the U.S. to
carry up to $20,000 coverage. •

Steel union
seeks COLA
settlement

By CHARLES EPSTEIN
Crain News Service

PITTSBURGH-The United

Steelworkers will make pension
benefit increases and the imple-
mentation of a cost-o f-living allow-
ance key priorities during their
current negotiations.

The Steelworkers contract,
which covers 286,000 workers in
the steel industry alone, is the sec-
ond major contract to be nego-
tiated in 1980 and is expected to set
the pace for other negotiations.
More than 1.3 million other

workers, including the Communi-
cations Workers of America, will
see their contracts renewed this

year.

Union officials repeatedly have
stated that improved pensions
should receive top priority during
the negotiations.

The Steel Industry Conference,
composed of local union presi-
dents from around the nation, ear-
lier gave its greatest support to *ny
negotiations dealing with pension
problems, including a cost-0 f-liv-
ing clause for current retirees. ..

The pension issue was intro-
duced early in the formal negotia-
tions last week in Pittsburgh and
should be resolved when the cur-

rent contract expires at midnight,
July 31. However, a more realistic

April 14 target deadline has been
set for the basic national steel
agreement.

After the date, discussions will
continue on issues concerning 10-
cal steel plants.

However, because o f an experi-
mental negotiating agreement
adopted in 1973, there can be no
national steel strike or lockouts;
only local strikes are allowed.

Negotiators who have watched
steelindustry talks over the past 10
years said management will balk
at the open-ended COLA proposal
and will counter the offer with a
proposal for an increase in existing
pension benefits.

While there are no current statis-
ties available about the number of
pension plans with COLA clauses,
a 1974 Department of Labor-Bu-
reau of Labor Statistics study
showed 122 of 1,500 pension plans
had COL.A for retirees. The sample
plans covered 314,000 workers.

A DOL spokeswoman said an-
other study on the same topic is in
progress

The observers said that in the

past, the steel industry has given
periodic pension increases to reti-
rees over the life of a three-year
contract. However, these increases
have not kept pace with the rate of
inflation.

These same observers contend

the industry will fight the open-
ended COLA proposal because of
its uncontrollable drain on operat-
ing capital.

The Steelworkers have no COLA

for pensioners, but have imposed a
wage COLA of 1 cent per hour for
each 3% increase in the Consumer
Price Index. .
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Metro National picks Posey for post
Earl Posey, 47, has been named

to the newly created position of
risk manager for Metro National
Corp. in Houston. Mr. Posey pre-
viously worked
as an account

executive in the

1
special account
department at
The Hartford

Group in Hous-
ton. Before that

he was manager
of special ac-
counts in the

insurance de- Posey
partment for Great American In-
surance Co. in Houston. He has a

B.S. degree in chemistry from
Texas A&M University and re-
ports to Michael Hlinak, chief ac-
countant and controller.

***

The city of North Miami, Fla.,
has named Edward Keegan to the
newly created position of risk
management administrator. Mr.
Keegan was previously insurance
coordinator and risk manager for
Rockland County, N.Y., where a
replacement has not been named.
He has an M.B.A. degree from
Pace University and reports to
Bruce Bradburn, deputy city man-
ager, in his new position.

***

M. Douglas Fisher, 32, has been
named to the newly created posi-
tion of insurance supervisor for
The Wickes Corp. in San Diego,
Calif. Mr. Fisher, who reports to
J.E. Morton, senior director-ins-
urance and loss prevention, pre-
viously was assistant director of
risk management for Sambo's Res-
taurants in Santa Barbara. A re-
placement has not been named.
Mr. Fisher will be responsible for
the coordination and administra-

tion of the property and casualty
insurance programs at Wickes. He
has a bachelor's degree from Ohio
University and has completed
courses in risk management.

***

HennepinCounty,Minn.,hasap-
pointed Dennis C. Doherty, 39, to
the newly created position of assis-
tant risk manager. Mr. Doherty,
CSP, was formerly assistant man-
ager-property insurance at Dayton
Hudson Corp. in Minneapolis
where Donald Lindgren, 27, has
repJaced him. Mr. Doherty, who re-
ports to risk manager Sheldon
Weinberg, is a graduate of the U.S.
Naval Academy and attended the
Graduate School of Business at
Bryant College in Providence, R.I..

Study nuclear
coverage: Panel

HARRISBURG--Congress and
the insurance industry should in-
vestigate the establishment of a
nuclear protection insurance pro-
gram similar to that available for
flood damage, a Pennsylvania
house select committee- recom-
mends.

The federal Price-Anderson Act

currently earmarks $560 million to'
cover personal injury and property
damage claims attributable to nu-
clear accidents.

The house panel, named in the
wake ofthe March 1979 accident at
Three Mile Island, is proposing the
Pennsylvania insurance depart-
mentreviewthepotentialofthein-
surance industry to supplement
the federal statute.

The department should consider
poliCY provisions and rates as well
as determine whether the location
of an insured property was defined
before or after a nuclear plant's
construction, the committee says.

The Price-Anderson-Act is being
tested in a class-action suit pend-
ing in the U.S. Middle District
Court of Pennsylvania. •

comings & goings: buyers
Mr. Lindgren formerly worked as
an engineer for Allendale Mutual
Insurance Co. in Minneapolis. He
has a B.S. degree in civil engi-
neering from the University of
North Dakota and reports to Wil-
liam Cain, director of insurance
and risk management.

***

John H. Regur, 34, former man-
ager of insurance and benefits at
Flint Industries in Tulsa, Okla.,
has joined Marsh & McLennan's
Tulsa office as assistant vp. A re-
placement has not been named for
him at Flint. Mr. Regur is past pres-

ident of the Oklahoma Society of
Insurance Management and re-

ceived his CPCU designation in
1975. He has a B.A. degree from the
University of Oklahoma and re-
ports to the Tulsa office manager
Gerald Seay.

***

Manufacturers National Bank of
Detroit has named Michael J.

Dowgiewicz to the newly created
position of deputy cashier respon-
sible for risk management and in-
surance coordination. Before

joining Manufacturers, Mr. Dow-
giewicz, 27, was assistant vp and
risk manager for Bank of the Com-
monwealth in Detroit, where a re-
placement has not been hired. He
has a B.S. degree in business ad-

ministration from Nichols College
in Dudley, Mass. Mr. Dowgiewicz
reports to Robert Cadotte, vp-
cashier and secretary to the board
of directors.

***

Ronald Chan, 31, has been hired
for the newly created position of
risk manager for Montebello, Calif.
Previously he was safety engineer
with the Los Angeles department

of water and power, a position still
vacant. Mr. Chan has a B.A. degree
from California State University.
He reports to Raul Randel, assis-
tant city administrator/employe
relations.

***

John A. Cornelius, 54, has been

appointed to the new position of
director of risk management for
Santa Fe Industries Inc. in Chi-

GRAND
SLAMI

To take evely trick in the deck you should know every rule in the
book. And when the game is loss prevention. you can't afford to
miss a point That's why IRI fills your hand with the finest engineers
in the business.

We're totally committed to loss prevention. Our engineering
consultants help develop loss control techniques, pre-emergency
planning and fire safe standards that are followed industlwide
evely day In fact, in the past year. we devoted more than one mil-
lion hours to increasing fire safety for IRI insureds around the world.

At IRI. we develop programs to safeguard operational hazards.
Show how to handle impairments properly with our RSVP program.
Advise on renovation plans and new construction. And offer com-
prehensive fire safel courses to agents, brokers and company risk
managers. as well as our own engineers.
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cago. Mr. Cornelius joined the
company in 1973 as manager of in-
surance, a position that will be ter-
minated. Before that he was vp of
Gateway Insurance Agency Inc. in
Chicago. Mr. Cornelius, CPCU, is a
graduate ofNorthwestern Military
and Naval Academy at Lake
Geneva, Wis., and attended North-
western University. He is vice-
chairman of the Insurance School

of Chicago. Mr. Cornelius reports
to John J. Schmidt, president.

.t

We'd like to report on staff
changes in your risk management
or emplove benefits department.
Just drop a note to Mary Ann
Matlock, Business Insurance, 708
Third Ave.,N.Y.,N.Y.,1001 7 orcall
212-986-5050. We'd also like to re-

ceive pictures of the people.
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letters
Continued >om page 8
comment on your editorial "Abor-
tion inequities" (Jan. 211 This edi-
torial has reached a new low in

insurance journalism. Your insult
to Cathclics and to anyone else
who has a respect for life is totally
and absolutely uncalled for.

The editors of any publication
have a great deal of power to influ-
ence people, but they also have a
considerable amount of responsi-

bility. A responsibility to their
readers, who they are trying to in-
fluence-but they have a far
greater accountability to their
God, to whom they will eventually
answer.

I have never seen such a rotten

article in any msurance magazine
and hope to never read one similar
to it again. I don't believe that who-
ever wrote this article would even

consider an apology to anyone

D elta Lloyds Insurance WHY YOU LL
Company can give

you competitive PREFER DELTA
quctes on cover-
ages for your low
risk clients. Since FOR PREFERRED
we''e a Lloyds company
we'-e free of rate control TEXAS RISKS.
and can offer exceptionally
low rates for property and inland marine insurance in
Texas Call Avrohm Wisenberg at (713) 621-8650. And
let us show you why you'll prefer Delta for your pre-
ferred risks. A
DELTA LLOYDS INSURANCE COMPANY EhIA
P O. Box 2045 Houston, Texas 77001
A Lloyds Company. Best rating "A"

Catholic or non-Catholic who has
any respect for the sancity of life. I
don't think their apology would be
of any value whatsoever.

The abortion issue is hardly a
solely Catholic issue and it's obvi-
ous that the writer o f your editorial
has little background in such a
subject. One of the serious dis-
eases in this world is a shortage of
clear thinkers and this article

clearly indicates that your organi-
zation does indeed have a shortage
of clear thinkers.

I am absolutely disgusted with
this rotten article and your irsult
to millions and millions of people.

Yes, I am a Catholic and I am
also a career insurance person.

Robert T. Foulds, CPCU
201 Bretton St.

Bridgeport, Conn. 06606

Gentle chiding
To the editor: I just had an op-

portunity to read your recent edi-
torial comment ("Doing without,"
Feb. 4) and your gentle chiding is
well taken. I suspect that many of
us in political office would do a
much better job if we expressed
ourselves more clearly, and I do
believe that I am not quite ready to
advocate anarchy.

What I intended to convey to my
audience was the fact that govern-
ment, particularly at the federal
level, is doing an abysmaljob. Reg-
ulation is doing more to stifle the

i Security Guard, Detective and
Patrol Services Burglar and
Fire Alarm Monitors and Installers
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COVER X ...?
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prompt, efficient and competitive responses required by both broker and insured
Our comprehensive liability product, together with limits of liability up to
$5,000,000 (in most States) makes a CoverX quote a must for any insurance
professional.

For further information or applications call or write .

COVER- CORPORATION
30161 Southfield Road, Southfield, Mich. 48076 - Tel.: (313) 644-3200. Telex 23-5635

economy than any other single
thing and probably no one profits
more than the lawyer who is gain-
fully employed in clarifying or re-
sisting governmental edicts.

I suspect what I really meant to
say was that the federal govern-
ment has failed, while on the other
hand the insurance industry has
probably saved more untold fami-
lies, businesses, homes, individ-
uals, etc., than all the bureaucrats
along the banks of the Potomac.
As former Rep. Otis Pike has
stated, "The only thing wrong with
Congress are the congressmen."

I thank you for your gentle re-
minder that the insurance industry
is not the beginning and end ofour
society. I would also like to com-
ment that in spite of my belief in
the industry, no individual or
group of individuals has spon-
sored legislation in Springfield
that has been costlier to the insur-
ance industry than have I. I men-
tion that only to indicate that,
although I may be biased, I hope I
am not blindly partisan.

Bernard E. Epton
Representative, 24th District

General assembly
State of Illinois

Courting confusion
To the editor: An article in your

Jan. 28 issue entitled .,Simple' pen-
sion plans court confusion," by Len-
Strazewski, contains a misstate-
ment, I believe, in describing the
contributions to an SEP-IRA. The
text says, "The SEP-IRAs allow an
employe to contribute a tax-de-
ductible maximurn of $7,500 to his
or her account and allow employ-
ers to contribute as much as $1,500
to each employe's account."

In fact, the provisions of the In-
ternal Revenue Code Sec. 408(k)
permit the employer to contribute
a max imum o f 15% up to $7,500 a
year to each participant's account
and limits what the employe can
contribute, if anything. to 15% or
$1,500. The employe contribution
is only permitted if the employer
contributes less than 15% and less
than $1,500.

Hayden L. Hankins
Director-employe benefits

Halliburton Co.

Dallas, Tex.
Editor's note: We stand corrected.

Case for rentals

To the editor: In your Jan. 7 arti-
cle "Captive rentals may buy tax
troubles" you quote a risk man-
ager (who retreated into anonym-
ity) as saying that captive rentals
are a "sham" with no transfer of
risk to the captive. This is certainly
not true ofany such operation with
which I am involved and, I would
think, is not true ofthe vast major-
ity of similar operations. The risk
manager you quote has either
looked into this subject superfi-
cially (as so many do) or has ob-
tained the information on which

he bases his opinion from sources
less knowledgeable than they
should be.

The U.S. tax aspects of captive
rentals are almost wholly irrele-
vant to the rent-a-captive concept.
Such relevancy as they may have
lies in the fact that they are favor-
able rather than unfavorable as
compared with the"pure" captive.
A much more appropriate consid-
eration is that there is a total shift-
ing ofrisk away from conventional
insurance markets and the ulti-

mate beneficiary, either by a re-
duction in insurance costs or by an
expansion of coverage or both, is
the insured participant.

A rent-a-captive arrangement (in
the hands ofcompetent managers)
does take advantage of conven-
tionalinsurance markets by select-
ing against those highly regulated,
rate-oriented markets only those
risks that have a good loss history
and a potential to stay that way.
The not-so-good risks are left to
stew in the cauldron of"industrial
averages," which tend, inevitably,
to raise premium costs for better-
than-average risks placed in con-
ventional insurance markets.

Your article states that during
the product liability crunch of the
1970s, truck body and equipment
companies found themselves be-
ing squeezed out of the liability in-
surance market. You then add:

"Even though the firms' insurers
were paying out less than $1 in
claims for every $4 in premiums,
the insurance industry was throw-
ing up roadblocks," with some
firms' premiums jumping to
$140,000 from $800 and others una-
ble to get adequate insurance pro-
tection at any price. That
commentary in itself, I submit,
makes out a good case for the
rental captive.

H. Clayton Chambers
President

Venture Management Ltd.
Hamilton, Bermuda

Correction

To the editor: I refer to your arti-
cle of Jan. 7 ("Itel's captive sale
ends firm's plan to insure lessees."
Contrary to your story, at no time
did Belvedere Insurance Co. Ltd.

ever consider providing Itel les-
sees with insurance on rented
computers.

0 fficers of the new company are
president, Francis J. Carter; vp-fi-
nance, Colin D. O'Connor; vp-mar-
keting, William A. Wanklyn: vps,
Mark A. Schimbors and William O.
Ward.

I have been the chief executive
officer o f the company since its in-
ception.

Francis J. Carter
President

Belvedere Insurance Co. Ltd.
Hamilton, Bermuda

Word from abroad
To the editor: On my first, sec-

ond, third, even 12th visit to the
States, I was impressed by the
safety equipment hung onto peo-
ple-goggles, gloves, masks, etc.-
and then I realized that the only
reason for this was that in America

either the process was not changed
or people were too lazy to eradicate
the hazards at source. Hence the
MIT study "Crisis in the Work-
place," and my friend Ralph Na-
der talks gaily about 100,000
work-deaths compared to the
U.K.'s 2,000.

So it is all the more surprising
when people like Z'ev Kronish, re-
viewing the book "Risk Control in
the Overseas Operation of Ameri-
can Corporations" by Donald L.
MacDonald (BI, Jan. 21), starts off
with the problems of getting over-
seas workers to wear masks. I am

not being jingoistic, but for God's
sake come and have a look at us.

James Tye
Director general

British Safety Council
London, England

RCA files claim for satellite
NEW YORK-RCA Corp. has

filed a $50 million claim with its
insurers for the loss of Satcom III,
an unmanned communications
satellite that disappeared Dec. 10,
1979.

Satcom III was insured 81% in
the London market, with the bal-
ance of coverage written by Lex-
ington Insurance Co. of Boston
and Skandia Group.

In addition to the launch and sat-
ellite life coverage, RCA had a $27
million business interruption in-
surance policy on the Satcom III
spacecraft.

Under terms of the coverage, in-
surers are required to pay the
claim within 60 days of having re-
ceived proo f o f loss, said David M.
Whatmough, RCA director of gen-
eral insurance. •



111. bills propose
solution to arson

profit swindles
CHICAGO-The Illinois insur-

ance department and a state legis-
lator have proposed separate bills
designed to deal with arson-for-
profit schemes that have caused
hundreds of thousands of dollars

in damage and several deaths here.
A legislative package proposed

by acting Illinois insurance com-
missioner Phillip R. O'Connor in-
cludes the National Assn. of

Insurance Commissioners model
anti-arson application bill. The bill
would require detailed informa-
tion to be filed on the ownership
and loss history of apartment
building properties and would
provide authorities with valuable
information in deterring arson for
profit, Mr. O'Connor said.

The package also includes two
privacy immunity measures that
are designed to attack not only the
arson problem, but auto insurance
claims swindles that have surfaced

recently. The measures would
keep insurers and individuals im-
mune from charges of libel and
slander ifthey reported suspicious
dealings to law enforcement
authorities.

Mr. O'Connor said that until

now, most efforts to attack insur-
ance swindles have been

fragmented among various agen-
cies, scattering information and
slowing a comprehensive effort.

The other legislation was pro-
posed by state Rep. William A.
Marovitz (D-Chicago), who has
asked for tighter controls on the
Illinois FAIR plan, in which
groups of insurers pool the risks of
buildings in high-risk areas.

Mr. Marovitz has charged that
when buildings are gutted by fire,
building owners currently are
reimbursed at an inflated rate. His

proposal calls for owners to be in-
demnified at the market value of
the building.

The arson scheme has plagued
Chicago's low-income Uptown
area where a rash of apartment
building fires have occurred in the
last year, causing hundreds of
thousands of dollars in damage

Service checks

comp claims
LAKELAND, Fla.-Florida em-

ployers now have a new service to
tap to find out if prospective em-
ployes have a history of filing a lot
of workers compensation claims.

Summit Consulting, a firm spe-
cializing in the management of
trade association-sponsored self-
insured workers compensation
pools, will check state records to
see if an employe has filed any
workers compensation claims dur-
ing the last 10 years.

The search costs $2 for each
name submitted. For faster ser-

vice, the search can be handled by
telephone for $4 per name plus
phone charges.

Finding out whether an em-
ploye previously filed a workers
compensation claim is important
because workers compensation
benefits can be withheld from em-

ployes who have had previous job
injuries but did not reveal these in-

juries on the preemployment ques-
tionnaire.

One Florida employer used the
claim search service and discov-

ered an employe had concealed
the fact that he had filed claims for

back injuries with seven of his
nine previous employers, said C.C.
Dockery, president of Summit
Consulting. •

and killing several persons.
Details ofthe scheme have been

reported on the ABC-TV newspro-
gram "20/20," which teamed with
Chicago's Better Government
Assn. to conduct a lengthy probe.

The probe concluded that slum
landlords were collecting huge
claims, some more than $100,000,
when their buildings burned dur-
ing arson fires. The premises were
insured for excessive amounts

through Illinois FAIR plans be-
cause the owners traded the build-

ings among themselves to increase
their value. •

business insurance, February 18, 1980 / 81

WICHITA and CHARLOTTE

are first lines of defense against spiraling insurance costs. To call in the
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FBI investigation stings state plan
Contmued from page 1 dential services Sometime later Miller says To return the cashier's After checking with the group butions and state allocations, said
vestigation leaks have also re- the envelope was opened and a check, Mr Miller says he con- department, however, Prudential a spokesman in the program of-
vealed related probes under way m cashier's check for $5,000 was dis- tacted a firm called Fidelity Finan- revealed to Business Insurance fice CNA Insurance Co currently
Oklahoma and Texas Two legisla- covered. cial Consultants whose name that it gave FBI agents mforma- holds the contract for claims ad-
tive leaders in those states have A check made out to the Okla. appeared on the envelope bearing tion as to how group insurance ministration, confirmed a claims
said they accepted large sums of homa State Employes Group & the check contracts are formed and market- supervisor in CNA Insurance Co's

money followmg meetings to dis- Life Insurance Board was trans-
ed Baton Rouge, Louisiana, office

cuss state insurance contracts mitted to the board Dec 6, says Prudential's story
But "the FBI did not ask nor did The value of the contract is un-

The account of Gene C Howard, George Miller, a board member we authorize that any persons known

Oklahoma state senate president Also, a report of Sen Howard's A telephone call put him in could represent themselves as The Louisiana department of in-

pro tem, offers a possible insight meeting with the mysterious touch with Michael Sachs, who Prudential agents or employes," surance has no knowledge of the
into the FBI's investigation and its agents was made to the board by identified himself as the chief ex- stated Bob Vecchione, vpofpublic FBI investigation, said Bob
methods the senator's staff attorney and ecutive officer of Fidelity Finan- relations Prudential had no prior Hamlett, department general

At a meeting last November, he read mto the minutes of the Nov cial Consultants Mr Miller was knowledge of any spectic investi- counsel "The legislature has spe-
says, four men with business cards 21 proceedings asked to return the check by mail gations, Mr Vecchione said cifically excluded the state em-

identifying themselves as Pruden- The proposal was extremely at- to the company at an address in Money for the state's self-in- ployes' fund from the

tial agents offered to pay $5,000 in tractive, notes Mr Mtller, at a cost Beverly Hills, Cahf sured health fund is collected department's Jurisdiction," he ex-

cash and $8,000 per month if Pru- of 81 cents per month per employe Subsequent efforts to contact equally through employe contri- plained .

dential was named administrator plus an $8,000 monthly refund to the firm have failed, however,
of the state employes' insurance the state The $5,000 was descnbed since the phone has been dscon-
fund. Sen Howard has said he un- as a good-fmth deposit nected and there is no new num- 1

derstood these offers to be made to The state board currently pays ber
the fund, not to himself personally American Benefit Plan Adminis- After news of the Louisiana in- Hooker faces more battles

trators 95 cents per month for each vestlgation leaked several days be-
Attractive proposal of the state's 31,500 covered em- fore the grand Jury convened, LOS ANGELES-Hooker Chemical & Plastic Corp.,

ployes, Mr Miller said Prudential chairman Robert Beck seeking to determine which of 140-odd insurance policies
After their discussions ended, Smce the board recently signed and president David J Sherwood

the agents reportedly left Sen Ho- a three-year contract for claims ad- were quoted as saymg they had no
must defend claims arising out of the Love Canal environ-

ward a sealed envelope they said ministration, however, it was not knowledge of their company's co-
mental disaster, is being forced to wage battles oh both
coasts.

contained Information about Pru- interested in the proposal, Mr operation with the FBI A Los Angeles County superior court Judge denied

Nuclear plants' premiums
Hooker's request to stop two of its excess insurers from
bringing a declaratory judgment suit in New York state and
reversed an earher injunction against a third insurer.

The decision by Judge Robert Well frees Unigard Insur-

feel fallout from accident ance Co. and International Surplus Lines Insurance Co to
pursue declaratory actions against Hooker that they had
filed in Niagara Falls, N.Y. Hooker is free to pursue its own

Continued from page 1 In another financial fallout from $320 million to $400 million, did claims against its insurers.

the pool, which provides $300 mil. Three Mtle Island, the cost of the not take mto account the potential Argonaut Insurance Co., which previously was enjoined
lion m property coverage, has had accident to the owners of the crip- legal, polltical and regulatory de- from bringing a suit in Niagara Falls, can now do so because
some members pull out recently pled plant-in time and money it lays that could raise the price ofre- o f the decision.

Mr Proom said about eight com- will take to put it back in running turning the plant to operaton The three insurers participated in Hooker's excess habil-
panies have dropped their partici- order-has been officially estima- ity coverage between 1973 and 1976 (BI, Jan. 14). Argonaut
pation m the pool-a number he ted at four years and up to $400 Betchel said the cleanup will be also underwrote Hooker's buffer layer during that period
said was higher than in past years million done in three phases' a and ISLIC presently participates in Hooker's $25 milhon
and was primarily attributed to the The estimate comes from Be- "washdown" by remote controls,
publicity over TMI-but he added ehtel Power Corp, which Just an- temporary storage of the radioac-

excess of $25 million layer

that the insurance capacity was nounced lt named the prime tive material, then a repairing, in-
Hooker planned to have the questions over its insurance

kept at the same level by increased contractor for cleaning up and re- spection and testing of the
coverages decided by one jurisdiction where its parent, Oc-

participation by a few of the mem- hal)ilitating the Pennsylvania damaged reactor cidental Petroleum Co., is headquartered.

bers and by adding a couple o f new plant A company spokesman said The company said a start-up Havmg courts in different states consider the same issues
companies to the pool a contract will be signed later next date was tentatively set for June opens the door for conflicting decisions that could mean

He declined to identify the com- month with General Public Utill- 1983, but it could end up varying costly appeals to resolve, noted Hooker attorney Edward
panies who dropped out of the ties by six months either way McHale. Normally, one court defers to tha views of the
pool The cost ofthe cleanup, which is Problems with leaks still con-

the first official estimate so far, tmue at the TMI plant The Nu-
other in such cases, he added.

The Hartford Insurance Co., which wrote Hooker's pri-
A cost increase for the one-year does not include an additional $60 clear Regulatory Commission

policies had been predicted by milhon to $85 million that it will reported last week that radioactive
mary liability coverage from the early 1940s until 1973, has

many in the Industry, but the 36% probably take to replace the reac- gases twice escaped from the shut- asked for a declaratory judgment against Hooker in Niag-

mcrease, which will vary for differ- tor core, Bechtel said down reactor within a seven-day ara Falls as well. The insurer seeks a ruling that Hooker
ent plants, is somewhat higher The San Francisco-based com- period But the commission said can't pursue a lawsuit against The Hartford in California.
than had been predicted by most pany said the timetable and the the leaks posed no threat to publlc
industry observers cost estimates, which range from safety

Revam ped pension plan to go to voters
Continued from page 2 Part of the problem was the hb- whose injuries prevented them employe's salary at retirement " is attained
the funding basis from a 14- to a 20- eral grantmg of disability pensions from returning to active duty Any income over the amount Pensions for survivors of police

year period, which Mr Mattrocce to pollce and firefighters by a re- The retirement system is also would be deducted from the and firefighters killed in the hne of
says, "is still considered very con- tirement board whose makeupin- calling in some ofthe 1,450 pohce employe's pension duty would also be reduced in The

servative Probably not even 10% cludes the president of the city and firefighters who are retired on The retirement system will real- new plan to 50% of salary at time of
of city and state pension funds in board of supervisors, three may- disability pensions for medical ex- ize a 30% savings from current pen- death from 75%
the U S are funded as conser- oral appointees and three city em- aminations. sion plan costs by reducing the Mr Mattrocce said he has ex-

vatively " ploye representatives "We're gomg to investigate every level of benefits for all retiring city plored other means o f cost reduc-
Further savmgs may be reallzed instance of suspected abuse," Mr employes, say local consulting ac- tion, meluding going outside city

if voters approve a new municipal Approval rate
Mattrocce said tuaries Coates, Herfurth & En- departments for administration of

pension plan with scaled down He expects changes m the pre- gland, who prepared the new plan claims, "but so far costs we've
benefit levels, primarily m disabil- Five years ago the board ap- employment physical examina- for the city been quoted more than equal what

ity pensions for pollce and fire- proved 88% of 127 disability pen- tion given to all Civil Service At present, a city employe hued our costs are If we could find a

fighters, he hoted sion applications; the following employes so preexisting injuries after 1976 who retires at age 50 cheaper way to handle claims,
Reductions in disability pen- year 79% of 168 apphcations, and or tendencies to injury can be with 25 years ofservice willreceive we'd do it "

sions, from the current 50% of sal- in 1977-78, 82% of 202 requests for screened 50% of his salary (an average ofthe He declined to predict the likeh-

ary at retirement to a range of 25% disability pensions "We have to establish standards, salary earned for the last three hood o f voters approving the
to 70% dependmg on the severity Not until last year did the ap- maybe even something as simple years of unemployment) and an scaled down retirement benefit
of the disability, are part of a proval rate for disablhty pensions as classifying someone suitable for additiona13% per yearuntilamax- plan, but since Proposition 13,
"crackdown on abuse" ordered by show signs of improvmg, with 63% light, medium or heavy work," the imum of 70% of salary lS reached Callfornia voters have been in a
Mayor Dianne Feinstein of apphcations okayed, the first retirement system manager said City employes hired before 1976, cost cuttmg mood, with another

The mayor was reacting to a se- time the rate was less than 79% "To place an individual in a Job when another benefit reduction Howard Jarvis-sponsored lnitla-
ries ofarticles in the San Francisco since 1967 where he's vulnerable to InJury is a was approved, retire at a higher tive to limit personal state income
Examiner new spaper that re- The tougher stance of the retire- disservice to him and ahighcostto rate of 55% of salary at age 50, with tax on the ballot for the June elec-
ported on pollce and firefighters ment board lS attributed to new the city " 25 years of service and annual in- tion
who retired claiming disability, members who include an attorney, Also contained in the revised creases o f 7% untll a maximum "Whether or not the need for a

then supplemented their city- physician and pension consultant pension plan are hmits on the out- 75% of salary is reached fiscally sound pension plan will

funded pensions with well-paying A benefits abuse unit has been side income that can be earned by override objections by employe

Jobs established by the pollce depart- a city employe retired with a dis- Smaller increase groups to reductions in benefits

Mr Mattrocce estimates abuse in ment with two officers assigned to abillty pension may ultimately depend on how the

disability pensions was costing the investigate questionable cases of "It will be similar to the Social Under the revised plan, em- issue is presented to voters It's not

city $2 million annually but added, disabdity Security system," Mr Mattrocce ployes with 25 years ofservice can aquestion of more orless benefits,
"San Francisco is well below the The mayor ordered the pollce to explamed. "The amount of outside retire at age 50 with 40% of salary, but what is equitable and whatwe
national average m granting dis- draft a light duty pohcy and fill earnings plus disability pension increased at an annual rate of 2% have the capability of delivering."
ability pensions." non-strenuous Jobs with officers could not be greater than the until a maximum of 70% of salary Mr Mattrocce said
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Gaps weaken political risk programs
Continued from page 3
tual insurance company to

underwrite the political risks that
traditional insurers won't take.

. INA Corp. is getting into po-
litical risk insurance, joining the
only two other private markets:
American International Group
and Lloyd's of London.

. Frost & Sullivan's political
risk services division is churning
out world political forecasts to
help U.S. businesses gauge
whether there's a chance a foreign
host will turn hostile (see map).

. American International

Group plans to start underwriting
export insurance on private buy-
ers, joining the Foreign Credit In-
surance Assn. -

. The Overseas Private Invest-

ment Corp. is now insuring bank
guarantees, but primarily on ser-
vice contracts, not goods.

"The political risk insurance
marketdoesaveryfinejob, butit's
inadequate," laments Frank Boy-
lan, managing vp of A&A's foreign
credit division and one-time FCIA

president.

Refusing risks

The private and government-af-

filiated underwriters of political
risk insurance won't or can't take

on all of the growing exposures of
companies doing business abroad,

Olympic
headache
Continued from page 2

Foreign teams can purchase
medicalinsurance through a pack-
age deal arranged by International
SOS Assistance Inc., a medical ser-
vices firm. The Insurance Co. of

North America is underwriting the
plan.

According to the terms of the
deal, SOS will transport injured
people out of the Lake Placid area
and INA will pay the required hos-
pital benefits of $175 per day to a
30-day maximum of $5,250, or in-
tensive care at $320 a day for 10
days and $175 a day for the next 20
days, plus $2,000 for surgery.

Nearly 80% of the foreign teams
are buying the INA coverage
through SOS for $20 per person for
14 days or $35 per person for 32
days.

ABC is investing some $40 mil-
lion in televising the games and
has imported 600 network em-

ployes and 109 carneras to the
Lake Placid area. Despite the large
staff and amount of special equip
ment needed to televise the games,
ABC has made no insurance policy

changes specifically for the Olym-
pics, said Edward Erickson, direc-
tor of insurance.

ABC is insured for worker's

compensation and general liability
by Kemper Insurance Co. Equip-
ment is insured by Birmingham
Fire Insurance Co.

Also ever-present on the scene is
Emery Air Freight, the official air
freight and express service for the
Winter Olympics, and the only car-
rier with full access to the site.

Puck-throwing machines, fine
paintings and sculpture and Olym-
pic torches are among the items
that Emery has delivered.

Insurance ori shipments to the
Olympics is being handled no dif-
ferently than on Emery's usual
cargos, says William S. Maxwell,
Emery corporate risk manager.

INA underwrites Emery's ship-
ment coverage, which has a limit
of $500,000. Emery self-insures the
first $5,000 of losses.

Merchandise with anundeclared

value is coverd by Emery for $10
per pound. •

Mr. Boylan says. Either by choice
in the private market or by govern-
ment charter in the public market,
these insurers commonly refuse to
underwrite certain troublesome
exposures, or even refuse to under-

write coverage altogether in some
countries with a history ofinstabil-
ity.

"They can't cover all the risks-
like cutoff of supply caused by an
embargo," Mr. Boylan said. "And
FCIA doesn't cover cancellation of

orders. Lloyd's and AIG do, but
only government orders, or private
orders when the cancellation is

precipitated by the government.
"All the insurance mechanisms

talk about is direct physical dam-
age, but not the business interrup-
tion risk, the loss of earnings," he
complained.

What's more, capacity in the pri-
vate market is limited, Mr. Boylan
added.

Lloyd's usually offers about $25
million on a political risk, although
it's known to have gone much
higher on some risks. AIG's rein-
surance treaty is for $20 million,
but it has access to more faculta-
tive reinsurance capacity.

"The market is super for me-
dium-sized firms that can't take a

$10 million or$15 million loss," Mr.
Boylan said. "But for bigger com-
panies, there isn't enough capac-
ity/'

An offshore insurance company
to pick up where other political
risk insurers leave offis"stillin the

formative stages," Mr. Boylan said.
"We've talked to 20 or 30 compa-
nies, mostly in the Midwest. We

don't have any firm commitments
yet, but we're talking to lawyers
about it."

The mutual insurer would have

to be formed offshore, Mr. Boylan
explained, because the Internal
Revenue Service wouldn't ap-
prove of its incalculable reserves
in the U.S., taxing them instead.

Boycott losses

Only American Nuclear Insur-
ers, by a special act of Congress, is
tax-free to accumulate reserves

without actual loss development,
he noted.

The new offshore company
could indemnify businesses
against losses suffered if they are
victims of a boycott, Mr. Boylan
said. For example, today no one
reimburses a U.S. company that
loses an order because it is on the

Arab blacklist against companies
that have any ties to Israel.

INA, too, sees weaknesses in the
political risk insurance market it
hopes to strengthen, says David
Avasthi, executive vp for INAMIC,
INA's multinational investments
and contracts division.

Still staffing up and talking to
reinsurers, INAMIC plans to start
underwriting political risk insur-
ance and possibly credit insurance
within the next few months.

As a major innovation, INA
plans to provide policy terms
longer than the standard three
years. "Investments are for much
longer and companies want the
protection," Mr. Avasthi said.

While pegging others' premium
volume-Lloyd's at $20 million,
with Merrett Dixey Syndicate the
biggest; AIG at $4 million, and
OPIC at $30 million-Mr. Avasthi
declined to reveal INAMIC's busi-

ness target. But he expects the op-

eration to be profitable. "Looking
at Lloyd's and AIG's track record,
the losses are very small. You can
make good risk projections quite
accurately," he said.

A first step toward analyzing a
foreign exposure, experts agree, is
to scrutinize the world political
risk forecasts prepared by Frost &
Sullivan of New York.

Each month, Frost & Sullivan
calculates the percentage proba-
bility of a business loss resulting
from regime change, turmoil, ex-
propriation and repatriation re-
strictions for 60 countries.

Besides Iran, Frost & Sullivan
listed Algeria, Bolivia, China, El
Salvador, Nicaragua, Pakistan,
Peru, Turkey and Zaire as the 10
countries in the world presenting

more than a 40% probability of loss
for U.S. businesses over the next

18 months.

13 losers

Another forecast, for the coming
five years, lists the following 13
countries as having more than a

50% chance of creating major
losses for U.S. businesses: Algeria,
Bolivia, Egypt, El Salvador, Iran,
Libya, Pakistan, the Philippines,
Portugal, Thailand, Turkey, Zaire
and Zambia.

A subscriber to the Frost & Sul-

livan service pays $1,500 a year for
these forecasts, updated monthly,
and for 40-page reports on each of
the 60 countries, updated regu-
larly. •

Lloyd's pays 2 Iran claims
Continued from page 3

U.S. insurers have also been pay-
ing Iran claims over the last few
months, though they have been for
lesser amounts than the two

Lloyd's claims.

The Foreign Credit Insurance
Assn. said it paid out $5.8 million
on commercial and political risk
policies in Iran between Oct. 1, and
Dec. 31 last year, the latest figures
available. The association has an-

other $9.7 million in claims pend-
ing, an FCIA spokesman said.

Most of FCIA's $10 million in ex-
posures in the country are in-
solvencies and bankruptcies. Its
total exposure has dropped from
$50 million since turmoil began
and anti-American sentiment set

in, he said.
American International Group,

which writes a substantial amount

of political risk coverage overseas
but only a small amount in Iran,
has reported paying one claim aris-
ing from the Mideast nation so far
with another still pending (BI,
Nov. 26, 1979).

The American Foreign Insur-
ance Assn. says it suffered minor
lossesthroughreinsuranceoflocal
Iranian insurers during the Iranian
civil war of late 1978 and early
1979. •

CPCU CANDIDATES

Only the Burnham System for CPCU
Preparation offers you money-back guar-
antees of satisfaction and effectiveness.

Request information-specifying Parts
you're taking and Parts you've passed.
Created by Ray Burnham CPCU, CLU, 253
Pleasant St., Southbridge, MA 01550, or
(617) 764-2726, 9 AM-12 Noon.

threebacrouv.
A very welcome crowd ofpublicationsfrom Risk Planning Group, Inc.

The risk management field is well couered in three information-filled journals dealing with subjects
*om captiues to state insurance legislation to risk management information systems.

. COnpam. 1

9Governmental Risk

Management Reports

risk management
reports

Captive insurance Company Reports .........................
A bimonthly publication covedng worldwide 0 - 0
trends and developments in the growing captive 0 1 -.JILI .
insurance company movement. Includes inter- % 1 Ilu .
views, editorial opinions and special reports, 0 Risk Planning Group, Inc.
plus the facts and figures.behind current man- I 722 Post Road 
agement, tax, legal and investment strategies. 4) Darien, Connecticut 06820

Lists new captives to the over 1,000 companies
 203/655-9791
..

now operating and important meeting dates; in a I

six to eight page format. Six issues per year $100, 0 Order your choice, check box below: .
 E] Captive insurance Company Reports 0
0 6 issues per year $100. 0Governmental Risk Management Reports . .

A newsletter written expressly for the risk and I [3 Governmental Risk Management Reports I
insurance manager employed by cities, towns, 0 12 issues per year $60. 0

counties and states, plus their insurers, agents  E Risk Management Reports C
and brokers. Carries legislative news, inter-  6 issues per year $75. Foreign rates: $100 0
views, large loss commentary, a calender of key 0 U.S. funds for airmail delivery, 
events, plus a regular "How To" section with 0 $80 U.S. funds for surface delivery.

practical guidelines for risk and insurance man- 
agement. 12 issues per year $60. 0 0
..

Risk Management Reports  Name & Title 

A bimonthly journal in its seventh year, cover- :
ing specific risk management topics in greater 0 0
depth and in an average 50-page format for the 0 Company 
more sophisticated risk manager. Includes such 0 0
subjects as: techniques of cost allocation; risk 
manager information systemt; how to best use  Address I
an insurance broker; regulations on self-insuring 0 0
workers' compensation, an annual list of cap- 0 0
tives and parents, plus pithy and often contro- 

0 City, State, Zip 
versial "Current Comment" by editor, Felix . 0
Kloman. Six issues per year $75. .........................
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( classified advertising HELP WANTED EUROPEAN BENNETT & BENNETT Consulting/Executive Search
insurance Risk Management To the Insurance Industry

A diversified Chicago based eom- RISK MANAGER SUBROGATION
pany has an opening in its insur ATTORNEYS Paul E. Runkleance department for a person with Belgian Risk Manager seeks

RATES AND CLOSING TIME: $350 per line, minimum charge 2.5 years commercial casualty un- ,nternational opportunity. 21 Inland and Ocean Marine
derwriting or risk management ex- Associates, Inc.

$1750 Cash with order Figure aN cap hnes (maximumkwo)30 penence The ability to think inde- years experience with indus- Auto Fire Product Liability
letters and spaces per line, upper and lowercase 34 per Zine Add pendently. to communicate effec- trial insurance/self-funding/ Investigation and Adjustment Scarsdale, New York 10583

tively and coordinate activities be-

two lines jbT box number, Replies aTe forwarded daily. Closing tween insurers. brokers and operat loss prevention and claims World Wide Associates One Chase Road
tng company personnel is essential handling for jumbo risks In Cable-Subro

deadline. Copy in wnttenfo?771 m Chicago oftee not later than This position reports to the Dkee- Europe and the Middle East. 769 Northfield Avenue (914) 725-0773
tor of Insurance Forward written

noon, Mondav, 7 davs preceding publlcatwn date Publzshed resume including salary history to Box 308, BUSINESS INSURANCE West Orange, New Jersey 07052
every Monday Dtsplay classvied takes card rate Of $41.00 per Box 307, BUSINESS INSURANCE

740 Rush St., Chicago, Ill. 60611 (201) 325-0033
740 Rush St , Chicago, Ill 60611 Corporate Risk Managers |

column inch,and card discounts onsize andfrequency.Mad ads Safety and Communication
to Barbara Toshef, Business Insurance, classified advertising AIRLINE Consultants

dept, 740 N. Rush St, Chicago,Ill:nots 60611 Can (312)649-5340 INSURANCE RISK MANAGER Benefits Manager

RISK MANAGER We discreetly arrange the hiring of
for more information.

MANAGER
City of Orange, California has im- Insurance and consulting people na-

Yolo County Public Agency
mediate opening for a qualified risk
manager Salary $22,332-$27.156 tionwide Your professional objec-

Rapidly expanding airline locat This 18 a newly created Position tives, confidentiality, location Ere-
ed In San Diego has an open Risk Management Insurance Involves property damage. group ferences, and salary advancement

ing for experienced Insurance health, work comp unemployment
Authority

goals are important to us All fees
insurance and safety programs Ap-

Manager Position involves re paid by client companies. Contact
plicants should have heavy expert-

RISK MANAGER
sponsibility for a multimillion Davis, California Newly formed joint ence in risk identification and loss

dollar Employee Benefits pro control. perferably with municipal Richard C.
pon ers agency providing risk manage-

gram. Workers' Compensation or other governmental agency Ex-
ment and insurance seniees to Yolo cellent benefits For further infor-and eventually responsibility Gay
County Cities or Daus, Woodland Iration contact the CITY OF

for Property/Casualty Insur ORANGE. Personnel Division. 300 1155 Hammond DrInsurance ance
and Winters, and the Esl)arto Unified
School District Oberall responsibility East Chapman Avenue. Orange. CA

92666 (714) 532-0345 Orange la a
Person chosen will have experi for administration of growing program thriving city of 87 000 people lo-

Fr Suite 5250

Atlanta, GA 30328ence in Employee Benefits Ad currently providing workers compensa cated in Southern California All

Salary $19,495 to $27,234 based on qualifica-
404-396-7500

mmistration and experience in tion. property. liability, and related replies held in strict confidence

Property/Casualty is desirable in.uranee on d Joint basis Responsibil-
tions. Responsibilities include loss prevention Equal Opportunity EmployerSubstantial consideration will itles ir clude administration of exst-

and control, property and liability insurance and be given to educational ac ing program continued risk audit and RISK MANAGEMENT
complishments and potential evaluation activities, development of

employee health benefits except for group med- for future executive develop new prcgrims, and relations with mem- CONSULTANT
ment ber agencies and gmerning board Col-

ical; agency is largely self insured. Requires bus- PROFESSIONAL POSITIONS Challenging position in estab-
Salary to $22,000 with excel lego degrle. plus three years experience AVAILABLE lished international Risk Man-

iness-related degree and 3-5 years experience in m risk management or related activitylent benefits including airline agement Consulting organ,za-
travel privileges and an oppor Silary open depending upon quallfiw- BKGE sr acct rep., cas, for

tion This ts for the person whoprograms listed above. Must have demonstrated tunity to live In America's lions E,eellent public agency benefits top firm, handle Fortune 500 to 35M
enjoys opportunity, hard work

competence In risk financing and loss control. Finest City Submit resume ( molu(ling uork-related BKGE cargo acct rep, knowl
and good pay.referince, and current salary) by March of markets & clients . to 35M

Paul E. Rasmussen
Qualified candidates should send resume to: 21 1980 to Italph Anderson and As CO prop fac und, officer po- Candidates should have a min-

PSA
sociates 1446 Ethan Way. Suite 101. tentl #2 spot, for major imum of 3-5 years insurarce

Risk Manager Recruitment
PO. Box 81185

Sacramento, California 95825 (916) reins
. ... I

35-4OM and risk management expert-
San Diego, CA 92138 929-5575 RM, HPR, risk exp, Wa . 32M ence CPCU and/or ARM de-

ERDO Equal Opportunity Employer M/F/H RM 500 co, Midwest 35M sirable Offices located m the

MARYLAND NATIONAL
RM major consultant, Pa 25M heart of Washington's exciting
RM NYC, firescas 40.5OM financial district. Replies should
ASST RMs, several 21-3OM include detailed work history

CAPITAL PARK AND and salary requirements-will
JOHN HUTTNER be kept m strictest confidence.

PLANNNING COMMISSION (212) 732-3110 THE WYATT COMPANY
CORPORATE RISK MANAGER david j bollinger Risk Management Services

8787 Georgia Avenue associates. inc 1990 K Street. N.W.
150 Broadway, New York, N Y. 10038 Washington, D C. 20006

Silver Spring, MD 20907 One of the nation's fastest growing food processors Is
An Equal Opportunity Employer M/F seeking a self-motivated professional to manage Its

corporate-wide casualty and property Insurance pro-
grams Responsibilities require Individual be experienced
In areas such as loss prevention programs, evaluation of
funding methoas for liability and worker compensation,
carrier ana broker relationships, and knowledge Of In- UNDERWRITING MANAGER
surance policies, particularly liability and property

Centaur Insurance Company's growth creates an

Risk Management
coverages

opening for an experienced Underwriting Manager
The qualified candidate will possess at least 5 years Prerequisites include 5-10 years reinsurance ex-
experience in risk management Position offers a highly pertence in both underwriting and re-underwriting.

& Loss Prevention competitive salary and a comprehensive benefits Excellent benefits plus perquisttes For confiden-
package. For prompt consideration, please forward tial consideration, call or send resume to:
resume and salary history In confidence to

Kathy Jadro
Box 306, BUSINESS INSURANCE

Professionals Equal opportunity Employer M/F 740 Rush St., Chicago, Ill. 60611 312/782-9700

Practice your profession on the broadest scale.
We can offer you this opportunity because our
operations are on the broadest scale. We're one
of the leading multi-national manufacturing con- CORPORATE DIRECTOR Insurance Services
cerns in our field, ranked m Fortune's 100. In

size and scope, our manufacturing facilities re- RISK MANAGEMENT
100 S. Wacker Drive

flect the leading position we hold. We are head- An Equal Opportunity Employer M/F/H
Our Midwest client is seekingquartered in suburban Fairfield County, Con- their first Risk Manager to es

necticut. tablish a corporate wide pro-
 gram for their multi-manufac-Right now we're searching for a Manager of

Special Project (Risk Management), and a Loss W RISK MGT./BROKERAGE  turing plant locations Seeking
OPPORTUNITIES innovative financially oriented

Prevention Manager to fill the following positions:  insurance manager with good
m supervisory and communicaManager, Special Projects NORTHWEST MARINE MANAGER

You will evaluate and optimize our alternative

also be involved in developing an effective MIS

lion skills Salary to $35,000
Hull/PI and hght cargo exp reg with this -with an opportunity to assumeleading agency Must have exp vath Lon- greater responsibility

risk-funding systems (including self-insurance don markets Beginning compensation 1 1
and captive insurance), and monitor cost-alloca- range from $40/$5OK DOE

Richard C. MARKET
tion systems for fairness and effectiveness. You'll KANSAS PRODUCER

Responsible for the production of new com
mercial accounts with solid and well es

Interface, cost forecasting and on-site evaluation Il I. 1155 Hammond Or.
tablished Kansas agency Will Inherit some Suite 5250 DEVELOPMENT

of risk and control systems. existing accounts going m Salary to mid
$305 for proven performer Atlanta, GA 30328

You should have at least 3 years' experience in 404396·7500

risk or financial management. We prefer ad- DENVER ACCOUNT EXECUTIVE

vanced study in business or risk management. Denver client, through 1980 expansion
plans. is seeking three (3) account execu One of the nation's largest, diversified financial mstitu-

Loss Prevention Manager tives These individual positions call for tions is seeking marketing professionals to join our inno-
agency experience in the area of new busl PROFESSIONAL I

You'll direct company-wide programs to reduce ness production, m servicing medium to vative Property/Casualty Insurance Marketing
large commercial accounts, and m the SERVICE FOR

losses by fire, workplace accidents and hazard- marketing of commercial accounts In the RISK MANAGEMENTous exposure, and environmental pollution. You

Department We are looking for aggressive individuals
with proven risk management experience

range of $5OK plus Compensation pack-
will work directly with all insurers and company ages range from $3OK to $45K EXECUTIVES  | These challenging positions require strong analvtical cre-personnel necessary to achieve this goal. And LOUISIANA BROKER Many Outstanding ative and communication skills MBA is desirable
you'll assist in developing protection systems seeks account executive to service 5 major

accounts Should ba comfortable with deal
Candidates & Positions for: I

and procedures, instructing personnel according-
Ing with Corporate Risk Managers and RISK MANAGERS The incumbents will develop broad marketing programs,

ly, and monitoring on-site effectiveness. Presidents Must have commercial casualty and Assistants drawing upon their expertise in communications, distri-
You should have an engineering background technical expertise Salary $28/$35 000

SAFETY MANAGERS bution and/or product development These programs will(preferably a BSIE) and at least 4 years' related TEXAS MARKETING impact on the marketing effectiveness, protit and growth
experience on a multi-division/plant operational

and Assistants
Our client requires commercial casualty of the Property/Casualty Insurance Group.

level. technical expertise In marketing large com EMPLOYEE BENEFITS MGRS 1
Both positions have responsibilities on the broad- mercial accounts Requires existing agency and Assistants

underwriting experience Starting salary CORPORATE CAREER ENTRY These highly visible pOSttlenS offer the right individuals
est scale and can lead to Department Head posts negotlable but m the general range of an excellent opportunity to use experience and education
in the neaMerm. You'll find our salaries most $35,000 plus CAPTIVE TECHNICIANS in a highly professional and stimulatin atmosphere
competitive and our benefits package fully com- TENNESSEE COMMERCIAL RESUME CONSULTATION Send resume, including salary history ana requirements
prehensive. Our Fairfield County location is in a PRODUCER Call, COLLECT:

perfect work and lifestyle setting. Superb opportunity for upward growth m
this solid Tennessee agency Will, Initially Marty Hodes. ARM
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Travelers sets new mark in earnings
DESPITE A CATASTROPHIC

loss experience that was double
that ofthe previous year, The Trav-
elers Corp. achieved record results
in operating earnings and net in-
comeduring 1979.

Operating earnings went up 7%
to $387.6 million from the 1978 to-
tal of $366.7 million, while net in-
come showed a 9% gain, to $395
million from $361 million. The net
income figure was boosted by an
after-tax profit of $7 million in in-
vestment gains.

Earnings from the company's
property/casualty operations went
up 3% during the year, to $193 mil-
lion from $188 million. The com-
pany said gains from investment
income offset deteriorating under-
writing results, primarily from
larger-than-normal catastrophic
losses.

"Loss costs from this segment of
our business were affected during
the year by a succession of catas-
trophes, particularly Hurricanes
David and Frederic," said Morri-
son Beach, Travelers chairman of
the board. "Natural disasters cost
about 40 cents per share in our
1979·earnings, compared with 20
cents in 1978."

Mr. Beach predicted that in the
coming years the company would
achieve at least a 15% average an-
nual rate of return on share-
holders' equity and that premiums
would grow at a rate of 10% to
15%.

***

Reliance Group Inc. said 1979
revenues rose to $1.27 billion, a
12% increase over the 1978 figure
of $1.1 billion, while net income
from continuing operations went
to $7.5.6 million from $64.6 million,
an increase of 17%.

A 50% increase in the company's
losses from catastrophes during
1979 contributed to the decline in

profitability of property/liability
business.

The combined insurance opera-
tions produced an after-tax operat-
ing income of $92.4 million, 19%
over the 1978 figure of $78.5 mil-
lion. Revenues were $1.22 billion,
up 12.5% from $1.08 billion in 1978.

Pretax underwriting income
from the property/casualty opera-
tions totaled $2.5 million in 1979, a
drop of 87% from 1978's $19.4 mil-
lion. Premiums written during the
year went up 13% to $964.2 mil-
lion.

Progressive Corp. raised its divi-
dend rate 25% when it announced
a 32% jump in net income for the
year. Net for the specialty insurer
o f property and casualty risks was
$10.6 million, up from $8 million a
year ago, on a 41% gain in premium
revenues earned. For the final
quarter, earned premiums rose
20.4%. and net income rose 69% to
$3.5 million from $2.04 million.
The company's combined ratio de-
teriorated to 98.2 from 93.8.

***

Reed Stenhouse Cos. Ltd. said

first quarter commission and fee
revenues rose 12.2% to $40.2 mil-
lion, while profits rose nearly 45%
to $355,000 from $245,000. Reed
Stenhouse's investment, dividend
and rental income during the first
quarter of its fiscal year rose
39%.

***

Rollins Burdick Hunter Co. said
revenues rose 10% in the last quar-
ter of 1979 and 10% for the entire
year, while net income was up 11%
in the final period and 13% for the
year. Profits rose to $9.8 million for
the year, or $2.23 a share, on reve-
nues of $67.7 million. For the last
quarter, profit went to $2.1 million
or 48 cents a share on revenues of
$16.3 million.

Safeeo Corp. reported income
from cperations in 1979 increased

BI tieker
10%, to $137.6 million from $125.5
million while net income in-
creased 9%, to $136.7 million from
$126.8 million.

The property/casualty operations
of the Seattle-based company pro-
duced apretax underwriting profit
of $69.6 million, an 8% drop from
the previous year's $75.3 million.
Safeco president Roland Trafton
attributed the lower earnings to re-
cord storm losses in 1979.

Investment income for the prop-
erty and casualty group, which has
been a crucial factor in insurance

companies' earnings the past year,
rose 17% during 1979 for Safeco, to
$71.7 million.

***

Officials at the U.S. Fidelity &
Guaranty Co. say a 5% increase in
net income during 1979-to $229
million from $218 million-wasn't
as high as they would have liked,
but was still a bit higher than com-
petition in the industry might have
led them to expect.

The increase was due primarily
to a 28.5% increase in investment
income-to $173 million-and un-
derwriting profits that "held up
quite well considering the lack of
rate· increases and extraordinarily
high inflation rates that prevailed
throughout the year," said Willi-
ford Gragg, the firm's chairman of
the board and chief executive.

The Baltimore-based company
recorded an underwriting gain of
$143 million in 1979, a 25% drop
from the $190 million gained in
1978.

The combined loss and ex-

penses ratio climbed to 93.3% from
89.9%.

***

Fierce rate competition in com-
mercial lines pushed Bituminous
Insurance Cos. gross written pre-
miums for the fourth quarter of
1979 down 2% from a year earlier.
The company's combined ratio
meanwhile climbed to 100.3%
compared with 98.2% a year ear-
lier.

Bituminous had an underwrit-

ing loss for the year of $385,000
compared with an underwriting
profit a year earlier of $2.4 million.
In the final quarter, Bituminous's
losswas $670,000, compared with a
$2.14 million profit a year ago.

Investment income, however,
rose 24% during the year, resulting
ina 21.5%gaininoperatingincome
for the year and a 80% gain in
operating income for the final
quarter.

***

Kemper Corp. reported a 7.4%
rise in insurance sales for 1979, and
a 6.5% gain in insurance operating
earnings for the year, despite the
fact that rate competition, run-
away claims costs and catastrophe
losses severely depressed property
and casualty underwriting
results.

Insurance earnings were $52.1
millionfortheyear, equalto$4.27a
share, up from $48.9 million or
$4.14 a share in 1978, boosted by a
17.9%jump in investment income
during the year.

Kemper Reinsurance Co. and its
subsidiaries reported operating
earnings o f $14.5 million, or $1.19 a
share, up 29% from $11.2 million or
95 cents a share a year ago. Sales
for the division were up nearly
9%.

***

Avemco Corp. said 1979 profits
hit a record $3.3 million, or $1.33 a
share, up 51% from 1978 earnings
of $2.2 million or 88 cents a share.
A record underwriting profit
achieved by the company's avia-
tion insurance subsidiary made "a
significant contribution to our ex-
cellent earnings," said William P.

Condon, president
The insurance subsidiary also

had record sales last year, tallying
$25.2 million in gross premiums
written, up 31% from the $19.2 mil-
lion written in 1978.

***

NN Corp. of Milwaukee posted
record earnings and revenues for
1979. Income from operations to-
taled $30 million, an increase of
15.8% over 1978's $25.9 million,
while total revenue for all opera-
tions was up 9%, to $422.7 million
from $386.9 million.

Property and casualty. insurance
operations reported a 1979 under-
writingprofitof$9.4 million, up 8%
over the 1978 figure of $8.7 million.

NN Corp.'s property and casualty
composite ratio was 95.4% for the
year, a slight increase from the
94.3% reeorded in 1978, but again
lower than the industry average.

"We outperformed the industry
by a record margin in 1979, largely
due to cautious underwriting,"
said William Berry, NN chief ex-
ecutive officer. "We are also partic-
ularly pleased with the results of
our specialty operations which in-
clude marine insurance, reinsur-
ance, risk management services
and surety bonds."

***

Harford Steam Boiler Inspec-
tion & Insurance Co. registered a
15% gain in operating revenues
and a 7.5% gain in earnings during
1979, the company announced.

Operating revenues for the year
totaled $171 million, up from $148

million in 1978, and net income in-
creased to $18.9 million from $17.6
million. Operating income
dropped 7% from the figure re-
corded in 1978, to $16.8 million
from $18.1 million.

The company said that operating
expenses rose 18% during 1979,
mostly because of a 39% hike in
engineering services expenses and
a 12.7% rise in insurance costs.

***

Southwestern Life Corp. reports
that net income for 1979, exclud-
ing investment gains, went up 8%,
to $41.8 million from $38.5 million.
Earnings per share were $2.77, up
from the 1978 figure of $2.50.

Net income for the last quarter of
the year, excluding realized invest-
ment losses. totaled $10.3 million,
a 15% jump over. the fourth quarter
figures of $8.9 million in 1978. .
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ERISA agency may lose Senate favo r
By JERRY GEISEL

WASHINGTON-Congression-
al support for a single federal pen-
sion agency may have been eroded
by the Office of Management and
Budget's recommendation that
ERISA administration continue to

be divided between the Treasury
and the Department of Labor.

Sen. Jacob Javits (R-N.Y.), who
had been one of the Senate's lead-

ing backers of a single agency, will
reconsider supporting the concept
now that OMB has come out

against the idea.
Sen. Harrison Williams (D-N.J.),

another leading supporter of one
agency, may also reconsider his
support once he has finished read-
ing the report, said Steve Sacher,
special counsel to the Senate La-
bor Human Resources Committee.

The OMB report, though, ap-
pears to have changed few minds
in the corporate benefit manage-
ment community on the desirabil-
ity of consolidating ERISA
administration into one single
agency. Those previously opposed
to such a consolidation remain op-
posed, while single-agency enthu-

siasts have not wavered in their

support.

In its final report, endorsed by
President Carter, OMB recom-
mended the establishment of a

high-level but essentially power-
less employe benefits council to
oversee ERISA enforcement.

This advisory council, which
would be cochaired by the secretar-
ies of labor and treasury and
would include members of at least

10 federal agencies, was suggested
as an alternative to consolidating
ERISA administration into a sin-

gle agency.

According to OMB, the advisory
council would foster more discus-

sion and better coordination be-

tween the Treasury and the Labor
Department. But the council still
would be without power to force
changes.

OMB decided not to endorse a

single pension agency for fear
there would be "extensive disrup-
tion" of ERISA enforcement at a

time when stabilization is needed,
said OMB task force director John

MeGruder.

Mr. MeGruder also noted that

the Carter Administration's

ERISA reorganization plan, which

i IIAA raps briefings
WASHINGTON-The Independent Insurance Agents of

America is burned up about the Commerce Department's
efforts to explain to the business community two depart-
ment proposals designed toeasethe nation's productliabil-
ity problems.

In a series of briefings to be held around the country this
month, Edwart T. Barrett project director of the Task
Force on Product Liability and Accident Compensation, is
explaining to business groups (BI, Feb. 4) the key provi-
sions of the department-drafted model product liability
bill.

Mr. Barrett also will answer questions employers have
about the Risk Retention Act, the Carter Administration-
backed proposal that would allow firms to set up groups
self-insuring their product liability risks under a federal
charter.

But in a letter sent to Philip Klutznick, the newly in-
stalled secretary of commerce, the agents contend it is "in-
appropriate" for the department to discuss the Risk
Retention Act at a time when the proposal is pending be-
fore Congress.

The agents also say it may be a violation of federal law.
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ShiRing gears
Sen. Jacob Javits will

reconsider supporting the
pension agency concept
now that OMB has come

out against the idea:

went into effect early last year, re-
duced administrative problems
fouling up ERISA administration.

Under that reorganization plan,
IRS now has primary jurisdiction
over pension plan standards for
funding, participation. vesting
rights and benefit payments. La-
bor has jurisdiction over fiduciary
standards for pension and welfare
benefit plans and issues exemp-
tions from the prohibited transac-
tion provisions of ERISA.

In the eyes of key members of
the business community. the latest
ERISA reorganization reduced the
administrative infighting and du-
plication between the IRS and La-
bor that complicated ERISA
enforcement.

"Things have been working out
rather well" since the reorganiza-
tion plan went into effect, said Mi-
chael Romig, director of employe
benefits at the U.S. Chamber of

Commerce. To change from dual
administration to one federal pen-
sion agency would be like "chang-
ing life rafts in the middle of the

storm," he believes. "Let's get
everything in place" before look-
ing at one agency, he advised.

In addition, the Treasury and La-

boF Departments have by now es-
tatlished a "reasonably good"

working relationship and this
would be a poor time to upset that
r€lationship by setting up one
agency, said Ernest Griffes, direc-
tor of employe benefits for Levi
Strauss & Co.

Consolidating ERISA adminis-
tra-lon into one agency would sim-
p.y add a layer of complexity,
maintains Theresa Stuchiner, part-
ner at Kwasha Lipton, a national
benefits consulting firm in Engle-
wood Cliffs, N.J.

Other members cf the pension
community, however, were deeply
disappointed tha: OMB didn't opt
for the single agency approach.
Philadelphia attorney Howard
Kline, aformerstaffmemberofthe
House Pension Task Force, says a
single unified federal policy on
employe benefit plans cannot be

developed unless there is one pen-
sion agency.

Steve Schanes, former executive
director of.the Pension Benefit

Guaranty Corp. and now head of a
San Diego-based consulting firm
bearing his name, believes en-
forcement and administration by
one agency would be more eco-
nomical.

Karen Ferguson, director of the
Pension Rights Center and a con-
sultant to the OMB task force, is
convinced one pension agency can
do a much better job of protecting
pension plan participants' rights in
the current dual administration.

But within government, there
was public rejoicing that OMB
favors the continuation oftwo pen-
sion agencies.

"How often does OMB praise a
program?" asked Ian Lanoff, ad-
ministrator of the Labor Depart-
ment Office of Pension and

Welfare Benefit Programs. "This'
must be unique."

Mr. Lanoff also rebutted criti-
cism that a national retirement

policy can only be achieved by
having one pension agency. Presi-
dent Carter's Commission on Pen-

sion Policy already is mapping out

such a policy, he pointed out. The
OMB-recommended advisory
council could take up the Carter
commission's work when the com-

mission disbands in early 1981, he
thinks.

The OMB report was mandated
by Congress last session when it

approved the Administration's
short-term plan to ease ERISA en-
forcement problems, on €he condi-
tion the Administration develop
by Jan. 31, 1980, a long-term solu-
tion to ERISA administrative

problems. .

Buck study

Rise in life expectancy
may fuel pension costs

By ELLIS SIMON plan's funding formula, he added.

NEW YORK-Industrial worker

life expectancies rose sharply dur-
ing the past five years, which could
mean higher pension costs for em-
ployers, reveals a mortality study
by Buck Consultants, an actuarial
firm.

The typical 65-year-old man can
expect to live 10 months longer
than someone who was that age
five years ago. Life expectancy for
65-year-old women increased by
eight months since Buck last con-
ducted its in-house mortality
study in 1974.

A 65-year-old man can expect to
live to age 80 while a woman that

age can expect to reach age 84, the
study says.

The study covered 700,000 active
employes and 150,000 retirees of 24
of Buck's industrial clients. The

10-month improvement in life ex-
pectancy for men was four times
largerthan gains in life expectancy
during the previous 10 years, said
Douglas C. Borton, Buck's chief
actualy.

Because longer lives will result
in longer pension payment pe-
riods, costs for the typical indus-
trial pension plan sponsor will
increase 5% over the long run, said
Stephen G. Peterson, a co-author
of the study. Death benefit costs
undergroup life plans would be re-
duced, however, he said.

The impact of the new mortality
figures will vary to the extent a
particular plan's population dif-
fers from the average and the
speed with which the new figures
are incorporated into a pension

Plans having a high concentra-
tion of older workers and retirees

will be less affected by increased
lingevity than plans with pre-
dcminantly young populations, if
mortality improvement trends
continue, he said.

.Plans converting .mmediately to
the new table could be confronted
withcostincreasesof 10%ormore.

But because the new tables con-

tain a 10% margin for future mor-
tality improvements, these plans
could realize initial funding sur-
pluses, that could be applied to re-
duce future contributions, Mr.
Peterson noted.

Changes in interest rate or other
assumptions could offset the
higher cost of providing for longer
life expectancy, said Jean Lind-
berg, Buck vp. .
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Cafeteria benefits serve up success
By MARY ANN MATLOCK

PHILADELPHIA-Flexible

benefits offer Educational Testing
Service of Princeton, N.J., a sure-
fire way to create employe enthu-
siasm for the company, attract new
employes the company wants to
hire and avoid anti-discrimination

regulations.
The program, begun in 1974, will

be expanded this year to offer ETS
employes a supplemental cash op-
tion equaling 3% to 7% of salary,
depending on an employe's years
of service, on top of benefits al-
ready ranging from 3%to 6% ofsal-
ary.

Not long ago, the plan was ex-

panded to allow employes with
less than one year's tenure with
ETS to participate, where once it
was restricted to employes with
more seniority.

These changes are a testament to
the success of the pioneer plan at
ETS, which has paved the way for
Dther employers to establish

Pioneer plan
"It's not been

easy, but it's been
worthwhile," says
Mary Jane Klansky
of ETS.

flexible benefit plans, otherwise
known as cafeteria benefit pro-
grams. Only two other mgjor com-
panies-American Can. Co. and
TRW Inc.-have experimented
with these plans, offering them to
large groups of employes.

"It's not been easy, but it's been
worthwhile," said Mary Jane
Klansky, ETS director of employe
benefits, at a meeting of the Pen-
jerdel Employe Benefits Assn.

here last week.

ETS spends 37.8% of payroll on
benefits, of which 3.8% is for

flexible supplemental benefits. By
1981, however, the company antic-

ipates 4.5% of gross payroll, Ms.
Klansky said.

Medical insurance for depen-
dents and retirement annuity pro-
grams are the two most popular
options in the flexible plan for the
2,500 participating employes, she
noted.

The least popular option is acci-
dental death insurance.

The new cash benefit offered

this year is expected to be chosen
by about 10% of the participants.

The company has found that the
cycling rate-the number of times
a selection ballot is returned to em-

ployes-tends to be very high in
the early years of a flexible benefit
plan. ETS had a cycling rate of 18
several years ago, but has reduced
that rate to eight.

The program costs ETS $1.4 mil-
lion when it was begun, about 4%

Group auto, legal plans
win favor slowly: Exec

PHILADELPHIA-Group auto
and legal insurance can become
standard employe benefits if
underwriters follow the slow path

that made group life and health
work, says a Prudential vp and ac-
tuary.

"There's no doubt group legal
and auto will become employe
benefits in the future-if we use

lessons learned in group health
and life, we'll be able to overcome
difficulties," Arthur W. Ericson, vp
and associate actuary at Pruden-
tial, told members of Penjerdel

Employe Benefits Assn.
Bugs can be driven out, he

noted, by developing programs,
testingthem on a limited basis and
"taking it slowly."

Prudential currently is doing
just that, with two group auto

plans operating in California for a
little over a year, and a group legal

plan in the works.
The results of the group auto

plans, he said, "are encouraging,
but not meaningful yet" because
ofthe newness of the programs. It
takes several years for reliable
data, he said.

He cited a study of 560,000 Cali-

fornia drivers over a three-year pe-
riod that found that although 89%
of the drivers were accident free in

the first two years, the same group
accounted for 80% of accidents in

the third year.
While these statistics indicate

group auto can work, Mr. Ericson
believes it is viable only if rates are

structured into categories, de-
pending on number of cars and
age.

By using a system of three or
more average rates, he said, 95% of
drivers could save money by join-
ing a group plan. However, if only
one average rate systennis used,
about 18% of drivers could find
cheaper rates by purchasing an in-
dividual policy.

Both of these take into account

an employer contribution of 35%
to 40% of premium.

Although this system could help
alleviate underreporting problems
plaguing the personel auto insur-
ance lines, it may be difficult to de-
sign if employes live in different
states.

The future of group legal plans
depends on a closed-panel ap-
proach different from group auto.

This approach, yet to be tried,
Mr. Ericson said, would provide

subscribers with access to a tele-

phone legal service. If the problem
remains unresolved the call would

be referred to a panel of lawyers
who have agreed to provide ser-
vices according to a fee schedule
set by the insurer.

This system, Mr. Ericson said, is
necessary in light ofstatistics in an
American Bar Assoc. survey that
show a person has an average of3.8
legal problems in a lifetime.

However, one-third o f the popu-
lation consulted a lawyer once
once in a lifetime, while another
third never consulted a lawyer.

License B-137

: 317

This suggests that most legal
problems are minor and could be
handled by a phone call, Mr. Eric-
son said.

Other statistics show that 62% of

persons surveyed believe lawyers

are too expensive while 80% do not
know what lawyers to approach
for service.

By having the insurer hire a
panel of lawyers to provide ser-
vice, problems of unnecessary use
of lawyers could be skirted, he
said.

Prudential is contacting Califor-
nia lawyers to develop a closed
panel group legal plan. .

ofpayroll. Three additional depart-

ment employes have been hired on
a part-time basis to handle the ex-
tra workload generated by the pro-

gram, bringing to eight the
number of administrators re-

quired to run ETS's cafeteria plan.
A computerized administration

system, Ms. Klansky said, is a
necessity for a flexible benefit pro-
gram for the number of employes
at ETS. .
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roperty Loss Adjusting-
serviced by professionals,
forprofessionals.
When your professional property loss prob-
lems need professional attention, you need
Brown Brothers Adjusters. Our experienced
property adjusters can handle your multiple
and surplus lines, self-insureds and special
risk claims on a temporary, part-time or full-
time basis. For the professionals who spe-
cialize in serving other professionals, call
Brown Brothers Adjusters.
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Don Bell, vice president, tells how A&A works from a client's point of view:

"With Alexsis, clients have total flexibility
in funding Workers' Compensation"

"Workers' Compensation is a may need-feasibility analysis,
sore spot with a lot of clients. It's program design, qualification as-
one form of,insurance they feel sistance, claims handling, loss
they have no control over, because control consulting, computerized
of its statutory nature. What's claims data management and
more, Workers' Compensation excess insurance. We'll do what-

insurance services traditionally ever makes sense for the client:'

have been bundled; you couldn't Working from a client's point
separate them. But our Alexsis of view is our way. That means
concept unbundles them and gives working as allies, solving business
clients an entire menu of services, problems together. On Long Island,
so they can choose and buy all, New York, where Don BelI heads
some or none-insured, self- up our Alexsis operation. And in
insured, captives or any combina- over 110 cities here and overseas,
tion. Alexsis provides the expertise, where, clients can take advantage
arranges the services the client - . : of the computer-based techniques
I ,

-
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and the total flexibility that Alexsis
provides in self-insurance services.

We think our dedication to

acting as an ally of the clients we
represent is a big reason why A&A
has become a worldwide leader in
the insurance brokerage and fi-
nancial services business. We
have the facilities, expertise and
strength to act as effective allies.
We work from the client's point
of view, whether
the corporation Alwcander
is large or 8Nexandersmall.

The Allies


