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Dow Corning ups the ante f

Total value:

Claimants

share:

Commercial
creditors:

Settlement

options:

New

proposal

$4.4 billion

Old

proposal

$3.7 billion

$3.0 billion j 152.4 billion

$1.4 billion . $1.3 billion

15 
Payment $1,000-  $1,000- d

amounts: $200,000 $200,000 ':v

Source: Dow Coming Corp.
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Dow Corning
offers higher
settlement

By JOANNE WOJCIK

MIDLAND, Mich.-Dow Corning Corp. is sweeten-
ing its settlement offer to women with silicone breast
implant claims by $640 million under a proposal that,
if accepted, would allow the company to emerge from
bankruptcy protection.

Under a new reorganization plan submitted Feb. 17
to the U.S. Bankruptcy Court in Bay City, Mich., Dow
Corning would pay $3 billion to resolve implant
claims, up from $2.4 billion proposed in a reorganiza-
tion plan unveiled last August.

The offer contained in the earlier plan was $400 mil-
lion larger than the company had pledged before seek-
ing bankruptcy protection.

However, Judge Arthur J. Spector declined to adopt
either that or a plaintiffs' counterproposal and asked
Dow Corning to submit a new plan by Feb. 17, 1996,
(BI, Sept. 1, 1997; Dec. 9, 1996),

The Tort Claimants Committee, the official commit-
tee representing women with silicone breast implants,
says the new plan is still inadequate because it delays
payments for many sick women.

In particular, the committee criticized the plan be-
cause while Dow Corning says it is offering $4.4 bil-
lion, the true payment to women with implants is sig-
nificantly less than $2 billion in today's dollars. This
is because $1.4 billion in the plan would go to com-
mercial creditors, and the payment to women would
take place over almost two decades, reducing present
value to less than $2 billion, according to committee
spokesmen.

"Dow Corning is again offering too little too late,"
said Sybil Niden Goldrich, co-founder of the Com-
mand Trust Network, an information clearinghouse
for women with silicone implants. "I am extremely
disappointed that Dow has failed again to provide fair

See Implants on page 4
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Updates
Express Scripts to acquire
ValueRx for $445 million

ST. LOUIS-In a move that will create a

formidable and independent prescription
benefit management company, Express
Scripts Inc. announced Friday it planned to
acquire ValueRx for $445 million in cash.

St. Louis-based Express Scripts, the sec-
ond-largest PBM not owned by a drug man-
ufacturer, said it had reached a definitive
agreement to buy Plymouth, Minn.-based
ValueRx-the nation's leading independent
PBM-from Columbia/HCA Healthcare
Corp. The deal, subject to regulatory ap-

See Updates on net page

IRS allows tax.favored

retiree health funding
By JERRY GEISEL

WASHINGTON-The Internal Rev-

enue Service is opening the door to a
new, tax-favored way for employers to
prefund retiree health care obliga-
tions.

The IRS recently issued a favorable
private-letter ruling involving an em-
ployer-established voluntary employ-
ee beneficiary association's purchase
of medical stop-loss insurance from an
offshore group captive. VEBAs are
trusts used to fund employee benefits.

The ruling was obtained by Energy
Insurance (Bermuda) Ltd. of Hamil-
ton, Bermuda, a separately capitalized

subsidiary of electric and gas utility
excess liability insurer Energy Insur-
ance Mutual Ltd. of Tampa, Fla. The
Bermuda-based company was set up
in 1992 and designed as a reni.-a-cap-
tive-style insurer to write a broad
radge of insurance coverages, reinsur-
ance or non-traditional financial deals

for utilities that belong to EIM.
Prior to the ruling, at least ane utili-

ty-Oklahoma Gas & Electric of Okla-
homa City-had been using a VEBA to
buy stop-loss coverage from Energy
Insurance as a way to prefund future
retiree health care liabilities (BI, Nov.
13, 1995).

"This has proved to be a very cost-

effective way to fund retiree health
care benefits," said James Hatfield, vp
and treasurer at Oklahoma Gas &

Electric, which began using the pro-
gram in late 1995.

While the ruling, LTR 9752061, ap-
plies to Energy Insurance and a par-
ticular set of facts, legal experts say it
could have broad application.

"This should be of interest to any
large employer that is funding retiree
medical liabilities. We expect Lots of
companies to be interested" in this ap-
proach, said Henry Lawrie, a partner
with law firm Gardner, Carton &
Douglas in Chicago.

See Prefund on page 7

Kaiser loss a bad omen
Buyers should prepare strategies to offset rate increases

By JUDY GREENWALD

Health plan sponsors should brace
themselves for a bumpy ride ahead.

Kaiser Permanente's announcement

that it posted a $270 million loss for

1997 and plans to raise rates, along
with other recent developments in the
health care market, mean employers
can expect higher rate increases next
year on top of the rate hikes already
seen for 1998 (BI, Dec. 8, 1997)

"Employers who are beginning their
1999 strategic planning should expect
the worst," said Randall K. Abbott,
Little Fall, N.J.-based regional prac-
tice leader of health care consulting at
Watson Wyatt Worldwide. Mr. Abbott
said he anticipates 6%-8% rate in-
creases in 1999 for health mainte-

nance organizations.
The best way for employers to cope

with rising rates, benefit experts say,
is to sharpen their negotiating skills
and focus even more clearly on getting
quality performance from their man-
aged care organizations.

Benefit managers say they are
ready.

Morristown, N.J.-based Allied Sig-
nal Inc. plans to "'take aggressive and
active steps to offset cost increases,"
said Joe Checkley, director of insur-
ance.

Among the steps he plans to take are
focusing more on disease and demand
management programs.

Suzanne Mercure, manager of
health programs for Southern Califor-
nia Edison Co. in Rosemead, Calif.,

said she is prepared to insist health
plans justify requested hikes.

However, Ms. Mercure said she is
concerned that battles over rate in-

creases could derail collaborative ef-

forts between employers and health
c:are plans to improve quality of care.

"We'd lose some of that perspective,
the opportunity we had to improve
quality," she said. "We could ac:ually
revert. to a more adversarial relation-

ship again, which would not be con-
structive, in my opinion."

Kaiser's $270 million loss last year
compares with a $265 million profit in
1996. A spokeswoman for the Oak-
land, Calif.-based health plan said
'moderate yet competitive rate in-
creases" are "certainly one of the

See HMOs on page 26

Hightech goes mainstream
By DAVE LENCKUS

For Jackie Hair at Cisco Systems Inc., it was the
quick, powerful solution that allowed her to meet a
pressing deadline for submitting the software compa-
ny's directors and officers insurance submission to the
market.

For Bruce Magwood at Philip Services Corp., it was
an efficient communication tool for explaining to prop-
erty insurers the company's recent evolution from a sol-
id waste handler to an industrial services and metals re-

covery concern.

For Henry Good at Rohm & Haas Co., it ushered in a
more timely communications process with the specialty
chemicals manufacturer's property insurance engineers.

With the aid of brokers Aon Group Inc. and Willis
Corroon Group P.L.C., all three risk managers have
used it-high-tech communication-to streamline either
an underwriting submission or a major portion of the
process for placing their companies' risks.

Ms. Hair and Mr. Good are using the Internet, offer-
ing underwriters and property engineers, respectively,
crucial underwriting information via special sites on the

See High-tech on page 18
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used by some risk managers when placing coverage.
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compensation in a timely way for
women who have suffered," she
said.

Under the new reorganization
proposal, which still requires
court approval, the company also
would set aside $1.4 billion to sat-

isfy commercial creditors, up from
$1.3 billion earmarked for credi-
tors in the earlier reorganization
plan.

The new plan also would offer
women more than 15 settlement

choices, depending on the nature
of their claims, with payments
ranging from $1,000 to $200,000.

Additional money also would be
earmarked through the year 2014
for women who have uninsured
medical bills that exceed their

settlement payments.
Dow Corning also would create

a "Second Chance" fund that

would allow women who settle

immediately to qualify for addi-
tional payments should they later
develop symptoms or conditions
specified in the settlement plan.

The settlement proposal also
would preserve the right of all
women to seek a jury trial. How-
ever, as with the August proposal,
the company seeks a single causa-
tion trial to attempt to put claims
that silicone implants cause in-
juries to rest.

Dow Corning's new plan takes
into account feedback from plain-
tiffs and attorneys to the compa-
ny's earlier reorganization plan,
which was submitted to the court
in November 1996 and sweetened

last August (BI, Sept. 1, 1997;
Dec. 9, 1996).

"Dow Corning developed this
amended plan with input from a
variety of sources and with signif-
icant consideration and input

from women with breast im-

plants," said Gary E. Anderson,
president of Dow Corning, in a
news release announcing the new
plan. "We have been working vig-
orously to provide solutions to
this issue and are fully committed
to satisfying the claims of all
women with our implants who are
ready to resolve their claim and
move on," he said.

Mr. Anderson also pointed out
that Dow Corning's new proposal
"is comparable to the revised
global settlement offered by other
breast implant manufacturers,
which has been widely accepted
by women,"

The revised global settlement
offer from the remaining major
implant makers-Baxter Interna-
tional Inc., Minnesota Mining &
Manufacturing Corp. and Bristol
Myers Squibb Co.-totals $2.25
billion (BI, Sept. 1. 1997).

Mr. Anderson emphasized, how-

ever, that the company is not ad-
mitting any fault by proposing the
settlement plan.

"In the last month, three new
studies have added to the contin-

uing trend of research showing
the breast implants do not pose a
substantial increased risk for dis-

ease," he said, referring to new re-
search by scientists in Canada,
Sweden and Scotland. The stud-

ies, published this month in the
Journal of Rheumatology, the
British Medical Journal and Plas-

tic & Reconstructive Surgery,
found that women with silicone

breast implants did not report the
studied symptoms more frequent-
ly than women without implants.

"This should be reassuring for
women. Even so, we believe that a
settlement remains the best way
to resolve this controversy," Mr.
Anderson said.

The additional money in the lat-
est offer came from increased cash

-701 f
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Laying undersea cable is risky business. Equipment and supplies go from shore to sea and back again until the
job is done. Gaps in coverage can spell disaster.

So when the agent needed coverage for a contractor installing an underwater cable, Wm. H. McGee got the
call. We reacted quickly and combined the inland marine, ocean marine and property coverages on a single policy.
Our agent won the business.

As marine insurance specialists for more than a century, our expertise and
flexibility can help you do the same. See the difference a horse of a different  Win.H.McGeecolor makes. Call McGee today at 1 -800-235-6029. Und¢nvriting Managers

flow and reserves available since

the company paid off some credi-
tors after its 1995 bankruptcy fil-
ing, according to a company
spokesman.

No additional insurance cover-

age recoveries contributed to the
company's financial resources, he
added.

So far, Dow Corning has recov-
ered about $1.2 billion in coverage
from its liability insurers. About
half of that was in the form of

cash payments, while the remain-
der is in the form of coverage-in-
place agreements, according to
Kevin Scroggin, Dow Corning's
risk manager.

Dow Corning's attorneys hope a
recent pro-policyholder trigger-
of-coverage decision by the
Michigan Supreme Court will
help it settle its outstanding in-
surance coverage disputes.

The court on Jan. 21 unani-

mously ruled in Arco Industries

Corp. us. American Motorists In-

surance Co. that policyholders can
tap all their commercial general
liability policies from the time
property damage first occurs (BI,
Feb. 2).

By adopting this injury-in-fact
trigger, the court effectively ex-
panded coverage available to pol-
icyholders in environmental cov-
erage cases such as Dow Corn-
ing's, explained John Rigas, senior
managing counsel for the Dow
Corning manufacturer in Mid-
land, Mich.

That case is on appeal to the
Michigan Court of Appeals in De-
troit. No hearing date has been set
yet.

Other features of Dow Corning's
revised reorganization plan in-
clude:

• Expanded payment for im-
plants that have been found rup-
tured after removal surgery, val-
ued at $15,000, $30,000 or
$50,000, depending on the com-
plexity of the rupture.

• A simplified process allowing
women who already filed claims
in the previous global settle-

See Implants on page 6

B/adds

reporter
in London
LONDON-Matthew Mac-

Dermott has joined Business
Insurance in London as associ-

ate editor.

Mr. MacDermott, 24, gradu-
ated from the University of
Queensland, Australia, with a

bache-

lor of

arts de-

gree in

journal-
ism, En-

glish
and

govern-

ment.

Be-

fore

j oining
Mr. MacDermott BI, Mr.

Mac-

Dermott was a journalist for
freelance company Kate Tilley
Journalism Pty. Ltd. of Bris-
bane, Australia. While at Kate
Tilley Journalism, he wrote for
Business Insurance and BI sis-

ter publications Plastics News
and Urethanes Technology,
plus several Australian busi-
ness magazines.

Mr. MacDermott can be

reached in London at 44-171-

457-1426.
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ment-from which Dow Coming opt-
ed out before seeking bankruptcy pro-
tection-to submit the same docu-
mentation.

• Payments for claims filed at any
time during the 16-year program
would be treated the same as pay-
ments for claims filed immediately.

• Women who qualify initially for
certain settlement options valued at
less than $50,000 can refile a claim in
the future if they can document a
changed medical condition eligible for
up to an additional $50,000 settle-
ment

• A Medical Prc,cedures Program
would be created to cover the future

costs for women who elect to have

their implants removed and, if they
choose, to have breast irconstruction.

• Payment for non-U.S. claimants
has been increased to up to 60% of
what the U.S. women would get, com-
pared with the previous plan's upper
limit of 40%.

• Women without injuries can re-
ceive an expedited payment of $ 1,000
as long as they can prove they have
Dow Coming implants.

The revised reorganization plan
must bo approved by women with im-
plants and confirmed by the court.

For more information regarding the
settlement plan and the latest sum-
maries of science andresearch (>n sili-

cone breast implants;, visit Dow Com-
ing's Chapter 11 information site on
the World Wide Web at

http //www.implantclaims.com. IZI

Oregon
court OKs

testimony
PORTLAND, OR A board-

certified neurologist can testify
at trial about an alleged new
link he discovered between sili-

cone gel breast implants and
disease, an Oregon appellate
court has 1-uled.

The Feb. 11 decision in Nancy
R. Jennings us. Baxter Health-
care Corp. by the Oregon Court
of Appeals overturns a trial
judge's ruling that excluded the
expert testimony of a doctor
based on the U.S- Supreme
Court's historic "junk science"
ruling in Daubert us. Merrell
Dozo Phannaceuticals Inc.

Since the 1993 Daubert deci-

sion, a number of courts have
excluded expert opinions if the
methodologies used to establish
cause-and-effect relationships
are not based on generally ac-
cepted scientific principles.

In 1997, the U.S. Supreme
Court affirmed the Daubert

opinion in General Electric Co.
et at. vs. Joiner et ux. and ruled

that federal appellate courts
should not second-guess district
courts on the issue of allowing
expert testimony to be heard.

However, in the Oregon ease,
the state appellate court reject-
ed Baxter HealthCare Corp.'s
contention that the hypothesis
regarding silicone-related dis-
order presented at trial by a
University of California at Los
Angeles physician, Dr. Stuart
Silverman, was not scientific.

The court said: "Silverman's

hypothesis that a silicone-relat-
ed disorder exists is based on

scientific methodologies that
are in accordance with the gen-
eral processes of how physi-
cians undertake to identify new
diseases or disorder·s."

-By Joanne Wojcik

Employers increase 401(k) education: Study
More employers are educating workers on how

to invest in 401(k) plans, with markedly more us-
ing sample investment portfolios as a teaching
tool, a new survey finds.

The 195 7 study by Lincolnshire, Ill.-based He-
witt Associates L.L.C. found that employers have
beefed up education efforts because the number of
investmerl options for employees is much higher
than just a few years ago. Employees' ability to
control their funds on a day-to-day basis also is
much grea:21·.

About s.x in 10 employers reported recently
providing employees with formal education oil in-
vesting. Another 27% said they would do so dur-
ing 1998.

Eighty-five percent of -.he employens used semi-
nars or workshops to convey 401(JO plan informa-
tion, and v_rtually all reported that the meetings
proved to be"very effective" or "sonewtat effec-
live" in communicating investment information.

The use cf sample investment pomfolics in par-

A

ticular has become a favorite educational method

among many companies. Fifty-one percent of
plans are providing workers with portfolios, a
sharp increase from the 36% that reported using
them in a similarHewitt survey in 1995.

Sometimes all employees need to do is choose
from among sample funds, which are then de-
signed to "rebalance" themselves monthly or
quarterly to preserve desired levels of bonds, eq-
uity finds or other kinds of investments, said Sta-
cy Schaus, Hewitt 401(k) consultant and princi-
Pa-.

The number of investment options available to
employees enrolled in 401(k) plans continues to
so: r, according b , the SUI'Vey, The average plan
member had eight investment options last year.
Th.s compares with 6.3 on average in 1995 and 4.5
in 1993. Thirty-five percent of the plans last year
offered nine or mere investment choices.

Common types of investments offered by em-
ployeis inc] ude:

• U.S. equity (slock) funds, offered by 95% of
plans.

• Stable value funds, such as money market and
bond funds, each offered by 65% of plans. These
funds have a non-fluctuating principal value.

• Lifestyle, also known as life-cycle or pre-
mixed portfolios, which consist of a range of funds
balanced by experts to produce a desired degree
of jinancial aggressiveness. Nineteen percent of
plans offered such portfolios, up from 9% two
years earlier.

About two-thirds of plans permitted employees
to transfer balances daily between 401(k) plan
funds, significantly up from 41% in 1995.

The Hewitt survey polled 460 employers.
For a copy of the study, "401(k) Trends and Ex-

perience 1997," contact the Publications Desk,
Hewitt Associates L.L.C., 100 Half Day Road,
Lincolnshire, Ill. 60069; 847-295-5000. The price
is $150.

-By Robert Kazel
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Prefund
Continued from page 1

In its ruling, the IRS said that re-
serves established for stop-loss poli-
cies are eligible for the same favor-
able tax treatment as li fe insurance

reserves to the captive insurer. That
means the investment income sup-
porting the reserves is not taxed.

In addition, the IRS ruled that the

inside buildup in the value of the
stop-loss insurance is exempt from
the unrelated business income tax

generally applied to investment re-
turns of VEBAs used to fund retiree

health care benefits.

The linkage of a VEBA, stop-loss
insurance and an offshore captive in-
surer, experts say, avoids many of
the problems employers now face
when they want to fund their retiree
health care obligations in advance.
Advance funding reduces liabilities
employers have to report on their fi-

nancial statements under Financial

Accounting Standard 106 and also
helps to ensure enough money is
available in the future to pay claims.

While employers are looking to
prefund retiree health care liabili-
ties, there are significant obstacles to
doing so in tax- or cost-effective
ways.

For example, a 1984 law sharply
limits the tax-effective use of a

VEBA alone to advance fund retiree

health care benefits. Among other
things, that law bars employers from
taking into account anticipated fu-
ture increases in health costs in mak-

ing tax-deductible con*_butions to a
VEBA. In addition, investment in-
come earned on VEBA assets used to

fund retiree health care liabilities are

subject to the unrelated business in-
come tax. This reduces the amount

of assets available to pay for bene-
fits.

To avoid these problems, VEBAs
can purchase life insurance prod-

ucts-known as trust-owned life in-

surance, or TOLI-from commercial

insurers. Under these policies, the in-
side buildup of the value of policies
is not taxed. While the VEBA owns

the policies, individual employees
are named as insureds. When those

employees die, the VEBA collects the
insurance proceeds and uses them to
pay for retiree health care costs.

Alternatively, employers can di-
rectly purchase corporate-owned life
insurance policies from commercial
insurers. Similar to TOLI policies,
COLI policies, which name individ-
ual employees as insureds but are
owned by the employer, allow the
tax-free buildup of investment in-
come earned on premiums paid by
the employer. When employees die,
the proceeds are used to pay for re-
tiree health care claims. If certain

rules are followed, money also can be
borrowed tax-free from the policies.

The Clinton administration, how-

ever, has proposed stripping some of

aunness insurance, February 23,1998/ 'i

the tax advantages of COLI policies
(BI, Feb. 9).

In addition, a problem with TOLI
and COLI is that in many states em-
ployers must disclose to employees
that while they are named on such
policies, they will not receive the
benefits. That can create an employ-
ce relations problem.

The purchase of stop-loss coverage
to fund future retiree health care

costs by an employer-established
VEBA f'rom an offshore captive,
though, can even be more financially
attractive than TOLI or COLI poli-
cies purchased from commercial in-
surers while avoiding the disclosure
problem, explained Chris George, a
consultant in the Wellesley Hills,
Mass., office of Watson Wyatt
Worldwide, which has been working
with Oklahoma Gas & Electric and

other large employers to fund bene-
fit obligations through offshore cap-
tives.

"You get much greater cost effi-

sc®ver GA

cieney. There are fewer frictional
costs," Mr. George said.

For example, by buying coverage
from an offshore captive, state pre-
mium taxes, which commercial in-

surers must pay, can be avoided. In
addition, offshore captives generally
have lower overhead costs than com-

mercial insurers. And, by buying
medical stop-loss insurance from an
offshore captive, the employee dis-
closure requirements associated with
TOLI and COLI are avoided.

In addition, an individual employ-
er-whose VEBA buys coverage
from a group captive-probably will
have greater control in how premi-
um contributions are invested corn-

pared with purchasing policies from
a commercial insurer.

The design of a VEBA stop-loss in-
surance captive-linked program is
simple. Employers make tax-de-
ductible contributions to the VERA.

With those contributions, the VEBA

buys stop-loss policies from the
group captive. The policies provide
coverage for claims that exceed a
specified level. To maximize earn-
ings potential of the premium contri-
butions, the policies could cover ac-
tive employees years away from re-
tirement. That would allow a signifi-
cant growth of investment income
before claims are paid.

Such an approach has especially
great appeal to state-regulated utili-
ties, Mr. George said. That is because
they can build into their rate struc-
ture current contributions-such as

contributions made to their VE-

BAs-for future retiree health care

obligations, noted Jim Hess, a vp
with benefit consultant ASA Inc. in

Somerset, N.J.

Still, not all employers want to
prefund retiree health care obliga-
tions. They may want to hold on to
corporate cash to invest in their own
operations, which may earn a greater
rate of return than what they would
get from buying insurance policies.

"The real issue is that earnings on

an insurance policy may be less than
what the business earns. Some com-

panies may feel that it makes more
financial sense not to prefund," Mr.
Hess said.

The IRS ruling could be a boon to
group offshore captives looking to
increase their premium volume.

"Once this ruling becomes bettei
known to the offshore market, you
may see other offshore facilities pur-
suing this," said Robert Dumont, a
partner with Baker & Mckenzie in
New York.

Labor Department rules, though
would preclude the use of a single-
parent captive to take advantage of
the IRS private-letter ruling m

Directory
of 401 (k)
services

Business Insurance will pub-
lish its annual Directory of
401(k) Plan Administrators in

the April 6 issue, which also
will feature a Spotlight report
on Pensions and Retirement

Plans.

The directory is published as
an editorial service, and there
is no charge to be included.
Companies simply must sub-
mit a completed questionnaire
by the extended deadline of
March 11.

If your company provides
401(k) administration services

on a direct, unbundled basis
and has not yet received a
questionnaire, please request
one by calling Assistant Direc-
tory Editor Matt Scroggins at
312-649-5483.
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Insurers courting danger
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NSURERS ARE GETTING TOUGH in court and T--going after companies they blame for hundreds of
millions of dollars in paid claims.

But their aggressive new legal strategy could have
serious long-term fallout for the insurance industry,
both in terms of alienating potential and existing
customers and in exacerbating litigiousness in our
society. As such, this development should be alarm-
ing not only to buyers but also to other insurers.

In a new twist in an already convoluted civil liti-

gation system, a group of insurers has been certified D-i--6
as plaintiff in a class action against the makers of al- *7=4-
legedly defective polybutylene piping (BI, Feb. 16).
That action-called "historic" by one attorney-
comes only a few weeks after State Farm Mutual Au-
tomobile Insurance Co. filed suit against Ford Motor

Co., seeking reimbursement for hundreds of millions
of dollars in auto claims it has paid due to allegedly
faulty ignition switches (BI, Jan. 26). And in 1995,
Blue Cross & Blue Shield of Minnesota took perhaps

the first step in this direction when it became the *
first insurer to sue the tobacco companies to recover

the costs of claims it has paid for smoking-related
illnesses (BI, May 29, 1995).

While litigation involving insurers is hardly new,
it typically has revolved around coverage disputes or
subrogation issues. Rarely, if ever, have insurers
been the plaintiffs in legal actions on such a scale as
the polybutylene pipe and Ford suits. These aggres-
sive actions to recover losses from third parties
might suggest that the insurance industry's margins
are perhaps thinner in this ongoing soft market than
previously imagined, or that some companies can ill
afford to use reserves to pay claims.

The insurer lawsuits could have repercussions far
beyond the cases at hand.

U.S. businesses already face a considerable prod-
uct liability exposure in our civil justice system. That
could be greatly enlarged if a new breed of plain-
tiffs-and one with ample resources-begins to

throw its weight around the nation's courtrooms.
If insurers emerge as more frequent plaintiffs, it is

sure to increase corporate buyers' liability insurance
costs as well as misti'ust of the insurance industry.

-1

Both would drive buyers in greater numbers to alter-
native risk financing options, as occurred in the
1970s and after with prior product liability crises.

This development, if it continues, also likely will
spawn a new round of coverage disputes as compa-
nies seek to defend themselves from insurer plain-
tiffs. Surely some of those cases will engender inex-
tricable conflicts of interest among various insurers,
especially as the industry continues to consolidate.
The costs of these legal battles could dwarf the hun-
dreds of millions of dollars at stake in the current

suits.

Even though we recognize that victims of fraud-
as the insurers in the polybutylene pipe ease and the
Minnesota Blues suit allege they were-are entitled
to pursue damages, we would urge the insurance in-
dustry to consider the possibly harmful ramifications
of opening this Pandora's box.

The insurance industry's fortunes are closely tied
to the ebb and flow of the civil justice system in our
country. This disturbing legal trend could shift that
tide and wind up dragging them under.

Letter.c

Praise for Walter Rhulen's contributions echoed
To the editor: As a multigenerational

participant in the property and casualty
business over the past 35 years, I want
to second Kathryn Mcintyre's lovely
commentary in the Feb. 16 issue on the
life and times of Walter Rhulen, a true

visionary in this business.
At a time when we are seeing the in-

creasing commoditization of the busi-
ness, coupled with downsizings and re-
structurings that are taking the soul out
of many of its participants, it has been a
pleasure to follow the profitable and
value-added expansion of Frontier's

business over the years under Walter's
guidance.

As Kathryn points out, Frontier has
become an insurer that truly tries to
meet the needs of a variety of policy-
holders with difficult risks. Without

'companies such as Frontier, many small
and risky businesses could not succeed
and grow.

I visited Frontier last fall. It is head-

quartered in Sullivan County, a fairly
depressed part of New York state. It was
eye-opening to speak with many local
residents, who considered Frontier the

local employer of choice and appreciat-
ed Walter's (and his family's and Fron-
tier's employees) sponsorship of many
local events and activities.

I applaud Walter's vision and commis-
erate with his family, employees, in-
vestors, agents, brokers and policyhold-
ers or_ his passing. We need more like
him in this industry, and I wish his son
Harry all the best for the future.

Edgar S. "Sandy" Clark
Chief Executive Officer

RSC Risk Solutions Corp.
San Francisco

Risk managers should think beyond checkbooks
To the editor: I would like to draw at-

tention to the spirit of Michael Bradford's
Feb. 16 article, "Soft Market Curbs

Business Insurance wetcomes letters to 
the editor. The section is intended to be a j
fommfor readels' opinions and comments. 1
Wereservetheright· to edit letters for clari- 
ty or space. We witt not publish unsigned I
letters. Please send your letters to Letters '
to the Editor, Business Insurance, 740 N.
Rush St., Chicago, ill. 60611; fair: 312-280-
3174; e-mail. pwinston@crain.com

Growth of Self-Funded Programs."
The idea that risk managers find soft

market pricing a "cheaper" and "easier"
alternative to self funding because they,
"don't have the work of putting together
a self-insurance program and the respon-
sibility of administering it," should be
disgusting to any professional risk man-
ager, but it exemplifies one of the major
problems in our industry.

It is extremely difficult to maintain the
standards of professionalism in an indus-
try that has, apparently, reduced its
product line to a commodity.

With few exceptions, we only buy or
sell on PRICE, PRICE, PRICE ! And, we

are woefully poor in assessing the true
cost of that PRICE, PRICE, PRICE men-
tality.

In casualty insurance, we now spend
little time or effort on our infrastructure,
relegatng risk management tools, such as
litigation management, safety or claims
and reserve control, to the total purview
of the insurers. In short, the clients
choose to not control their own basic

costs.

Continued on page 12
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Pollution
Continued from page 2
tion costs for its Toms River manufac-

turing site in Dover, N.J. The site
opened in 1952 and in 1983 was
placed on the National Prior_ties List
of Superfund sites by the U.S. Envi-
ronmental Protection Agency. The
company's cleanup costs at the site so
far total $200 million and are expect-
ed to reach $400 milhon, said Mr.
FitzPatrick.

The case had been due to be heard

by a jury, but last year the New Jersey
State Supreme Court set itsel[ apart
from most other states and upheld the
insurers' stance that the case should

be heard at a bench trial. Judge
Lawrence Weiss in the Superior Court
of New Jersey for Union County
heard the case.

Ciba-Geigy had numerous primag
and excess insurers over the 31 years
from when it opened the site until the

EPA put it on the pnority list, and
several, including Liberty Mutual In-
surance Co. and units cl American In-

ternational Group Inc., have settled
with the ccmpany Others that have
not settled include unts of what is

now CIGNA Corp, General Eeinsur-
ance Corp.. and Fireman's Fund In-
surance Co., Mr. FitzPcick said.

The insurers argued the pollusion
was a resul: of continuous discharges
over a long period and that Ciba-
Geigy knew it was po]1Lting

However, Ciba-Geigy said it
thought the chlorinated solvents it
was discharging wcuId biodegrade
and that it was not until the 1980s
that trace amounts of the substances

were deemed to be a health concern,
acce to court papers.

"Because Ciba did not have this

knowledge at the time the insurance
policies were in effect Ciba did not
'expect or intend' to cause the pcllu-
tion," the ruling said.

Over the course of the 31 years,

Ciba-Geigy made greater efforts than
most companies to ensure it did not
pollute the environment, the judge
wrote.

"Furthermore, at the time, the in-

surance industry itself recommended
that these chlorinated solvents be

placed on the ground to evaporate,"
the ruling says.

The decision will favor many New
Jersey policyholders, said William
Greany of Covington & Burling in
Washington, a policyholder lawyer
not involved in the case.

In particular, the judge's written
ruling gives a detailed analysis of the
application of the 'expected and in-
tended' clause in pollution exclusions
that can be followed in other cases, he

said. In particular, the judge cites a
list of actions Ciba-Geigy took to
avoid polluting, including the volun-
tary construction of a multimillion-
dollar ocean pipeline to remediate
contamination of the Toms River.

These actions show thaz, despite the

1980s determination that the site was

polluted, Ciba-Geigy clearly did not
expect or intend the pollution.

"What you normally get when you
take this type of case to a jury is a gen-
eral verdict. Here you have a judge in
a bench trial issuing very detailed
findings of fact," Mr. Greany said. He
said other companies will be able to
show that actions resulting in con-
tamination were neither expected nor
intended at the time they occurred.

Those findings of fact make it clear
that policyholders that unwittingly
polluted the environment decades ago
cannot be held to environmental stan-
dards determined in the 1980's and

1990's, said Mr. FitzPatrick, Ciba-

Geigy's attorney.
The detail of the ruling will make it

Aifficult to successfully appeal, as ap-
peals courts normally rule on points of
law rather than a lower court's find-

ings of fact, he said.
Nevertheless, given the amount of

money at stake, the insurers almost
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certainly will appeal, he said.
Lawyers representing insurers in

the case did not return calls. CIGNA

would not comment on the case or

whether it would appeal theruling.
However, insurers may be success-

ful in appealing the case, as Judge
Weiss may have gone beyond deci-
sions in prior cases in his decision to
find coverage, said Edward Zampino,
an insurer attorney with Cozen & 0'-
Connor in Newark, N.J. He was not
involved in the case.

Although Ciba-Geigy claimed it did
not know at the time of the pollution
that traces of solvents were haz-

ardous, it did know that the solvents
were dangerous to workers who came
into contact with them at full

strength, Mr. Zampino said.
By still allowing Ciba-Geigy to

claim it did not expect or intend the
pollution, the judge has gone a step
further than other precedent-setting
cases, he said.

Regardless of the success of an ap-
peal, the case was unique and is un-
likely to affect other disputes over the
pollution exclusion, according to Mr.
Zampino. "You are talking about the
unique operations of one policyhold-
er," he said.

Ciba-Geigy Co,p. vs, Liberty Mutu-
at Insumnce Co. et al., Superior Court
of New Jersey, Law Division-Union
County, docket no. L 97515-87.

Letterc
Continued from page 8

The concept of risk management-
reducing fortuitous circumstance to a
budgetary expense-are abrogated to
the extent that many risk managers
cannot identify the dollar value of
where their claims separates frequen-
cy from severity, thus rendering the
whole process of risk management
moot.

Because the FooFoo Mutual will

give you an insurance policy at a price
less than you pay for your claims and
services, should you immediately
jump for joy and buy from them? That
mentality is extremely shortsighted
and will ultimately result in an in-
crease in your cost:s through either
failure on the part of FooFoo Mutual
to properly manage your claims or
failure to provide proper risk control
services or simple financial failure of
the venerable FooFoo Mutual.

In fact, the number of legitimate
carriers providing inadequate services
in both claims and safety, while ap-
palling, is understandable given the
costs involved and the industry mind-
set. The number of legitimate carriers
whose agendas are totally different
from those of their clients is even

more amazing.
If the carriers won't, or can't, supply

these tools, who will? And why don't
we provide for ourselves?

A true professional risk manager
has undertaken a program of loss con-
trol, litigation and reserve manage-
ment and safety that does not rely on
any outside control. She, or he, may
employ some outside services to great
effect, but she will rarely rely on her
insurer to provide for her. We need to
control our costs ourselves.

Our continued industry shortsight-
edness and failure to perform the
work we need to perform to control
costs will result in the continuation of

some version of the "commodity"-
based soft market; continuation of our
penchant to attract federal interven-
tion; continuation of the failure of
many insurers; and the continuation
of the polarization of the client, bro-
ker and insurer, resulting in the pre-
vention of our industry and its me-
bers from ever regaining our status as
true "professionals."

John P. Middleton

Executive Vp
American Insurance

Marketing Services Inc.
Brookfield, Wis.
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Rogue by unauthorized trading by a trader "But there's absolutely no reason
age of "direct financial loss.. .caused $25 million retentions.

while trading for the assured which at all the product should not be rele-
Continued from page 3 unauthorized trading was either vant for small institutions," he said,
futures, and Sumitomo Corp.'s $2.6 fraudulent or falsely reported." noting the policy could be written
billion 1996 loss on unauthorized The policy's principal definition of with deductibles of less than $5 mil-
copper trades. unauthorized trading is trading in lion.

But until now, coverage in the excess of permitted financial limits, The size of the deductible and the
market often hasn't addressed unau- outside of permitted product lines or premium are partly a function of the
thorized trading losses. trading with a counterparty that has policy's limits but also a result of

"Prior to 1976, fidelity bonds basi- not been designated as an approved analysis of the policyholder's expo-
cally covered dis- sure, Mr. Burnhope
honest or fraudu- said, adding that
lent acts without the client institu-

a specific defini- Potential clients so far 'tend to be the large tions trading activ-
tion of dishon- institutions ....But there's absolutely no reason ities are the basis

esty," Mr. Jen- for underwriting,
nings noted. at all the product should not be relevant for rather than such

Current fidelity characteristics as

bond wordings, small institutions,' says Stephen J. Burnhope. asset size.

however, require J.P. Morgan's Mr.
improper person- Kelly said he ex-
al financial gains pects additional

if the trading loss is to be covered, counterparty coverage similar to the Lloyd's policy
eliminating coverage in cases where The SVB policy also expressly per- to enter the market very soon.
a person runs up large losses while mits the policyholder to take discre- "Other insurers are already draft-
genuinely trying to make money for tionary action to mitigate a loss, such ing policies to match or broaden the
the oganization, albeit unsuccessful- as liquidating the position or pur- Lloyd's coverage," he said.
ly. chasing appropriate instruments to The rogue trading panelists noted

Stephen J. Burnhope, a director offset the loss. The policy covers that the new coverage isn't meant to
with SVB Syndicates, noted that in- costs, fees and expenses incurred in replace good risk management by fi-
surance brokers' professional liabili- the course of such loss mitigation ef- nancial institutions, nor will it offset
ty policies cover unauthorized trad- forts. a truly disastrous unauthorized trad-
ing losses to client accounts but not Mr. Burnhope said the potential ing incident.
to the broker's own accounts. clients that SVB Syndicates have "I don't think this product is ever

In contrast, Mr. Burnhope noted talked to so far about the coverage going to save an institution that has a
that the heart of SVB's policy-the "tend to be the large institutions," Barings-type problem," Mr. Burn-
insuring clause-provides for cover- typically interested in $10 million to hope said. lai

ABA conference draws 250
SAN DIEGO-The American

Bankers Assn.'s 1998 Insurance

Risk Management Conference
drew approximately 250 atten-
dees Feb. 1-3 to the Sheraton

San Diego Hotel & Marina.
The 1998 conference repre-

sented a departure from past
gatherings, providing a forum
specifically for risk management
and insurance professionals

O
American

Bankers

Association

dealing with financial institu-
tion exposures.

This year for the first time the
conference-previously the Se-
curity, Audit and Risk Manage-
ment Conference-was divided

into two distinct gatherings,
separating the risk and insur-
ance conference from that fo-

cusing on security and audit
issues.

Next year's conference will be
held in Orlando, Fla.

For information on the ABA's

1999 Insurance Risk Manage-
ment Conference, call the ABA
at 202-663-5274.
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Self.insurance

takes strategy
Using the right approach can mean

lower premiums, reduced losses
By RODD ZOLKOS

SAN DIEGO-Taking a truly
strategic approach to self-insur-
ance can quickly produce sizable
savings for companies while
spurring them to find ways to re-
duce losses over the longer term.

Advantages of self-insurance
include greater financial rewards

O
American

Bankers

Association

to insureds who control their loss-

es, noted Barbara F. Neal, a senior

consultant with Coopers & Ly-
brand L.L.P. in Los Angeles.

Ms. Neal discussed self-insur-

ance options in a presentation on
strategic self-insurance at the
American Bankers Assn.'s 1998

Insurance Risk Management Con-
ference earlier this month in San

Diego.
Companies that retain risk and

consequently take more loss con-
trol steps can save money, Ms.
Neal noted. They also can realize
benefits through reduced insur-
ance premium expenses and im-
proved control over cash flows.

But while she advocates compa-
nies taking advantage of the ben-
efits that various approaches to
self-insurance might offer, Ms.
Neal was cool to the notion of

simply not purchasing insurance
or "going bare."

"Usually we don't recommend
that," she said. "If you're not go-
ing to purchase insurance, at least
have some sort of strategy in-
volved."

One approach for a company
just beginning to move into self-
insurance is to look to large de-
ductible programs, Ms. Neal said.
Those offer the advantage that the
insurer typically adjusts claims,
freeing the policyholder of that
responsibility.

Maintaining self-insured reten-
tions is another option, though
there the company is responsible
for adjusting claims within its re-
tentions and might need to hire a
third-party administrator or have
a staff person deal with claims
that fall within the retention, Ms.
Neal said.

Workers compensation, general
liability programs and automobile
liability all lend themselves well
to various degrees of self-insur-
ance strategies, Ms. Neal said.

Noting that most workers com-
pensation losses fall into the med-
ical-only category, where the in-
jured employee may require only
a trip to an emergency room, the
consultant suggested an effective
strategy might be for companies
to self-insure small medical

claims.

The company can agree with its
workers comp insurer that it will
retain medical-only claims, Ms.
Neal said, adding that those
claims typically range from $250
to $1,000.

She recommended continuing to
file injury reports with the insur-
er for those claims with the nota-

tion "This is for information pur-
poses only." Doing so will put the
insurer on notice should the claim

later develop into something larg-
er, she said.

An organization also might con-
sider a large deductible program

for workers comp, using small or
large deductibles to help control
premiums, Ms. Neal said.

"Again the motivation behind
this is to lower your premiums
and to let you control those fre-
quent predictable losses," she
said.

Small deductibles typically
range from $100 to $10,000 per

claim. Companies using large-
deductible plans-deductibles
above $10,000 per claim-typi-
cally are subject to state restric-
tions. Such programs are per-
mitted in 41 states, and compa-

nies using them must meet speci-
fied financial requirements man-
dated by the states.

Among the benefits of de-
ductible workers comp programs
are that an employer gets "the op-

'If you're not going to
purchase insurance, at
least have some sort of

strategy involved,' says
Barbara F. Neal.

portunity to sample self-insur-
ance without going through all
the administrative burden," Ms.
Neal noted. Among the disadvan-
tages, though, is the risk of high-
er-than-expected losses.

In the general liability policy,
she suggested companies consider
bodily injury, property damage or
combined bodily injury and prop-
erty damage deductibles.

"If you have a lot of high-fre-
quency claims, you might want to
consult with an actuary and they
can help you get the right de-
ductible level," Ms. Neal ob-
served.

Medical payments coverage,
which reimburses the policyhold-
er for first-aid costs or medical

treatment of third parties injured
on the policyholder's premises, is
usually "just automatically in (the
commercial general liability poli-
cy), and you should consider
deleting it," Ms. Neal said. Delet-
ing the coverage should not only
cut premiums but also remove
some claims from the company's
loss experience.

Various areas of automobile lia-

bility coverage can lend them-
selves to self-insurance, the con-
sultant said.

One option is liability and phys-
ical damage deductibles, Ms. Neal
said, adding, "The property dam-
age portion in the automobile pol-
icy is where you can make sizable
savings."

Self-insuring collision coverage
is another area that can produce
"substantial savings," she said,
particularly for vehicles more
than three years old.

Larger companies particularly
can benefit from self-insuring au-
tomobile bodily injury and prop-
erty damage exposures, she said.
Ms. Neal recommended assuming
low levels of loss, such as the first
$100,000 to $1 million, then pur-
chasing excess coverage above
that.

"The potential for a severe acci-
dent where there are several auto-

mobiles-a catastrophe-type inci-
dent-does exist here," she cau-
tioned. [ill
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Trial before there's an error
Sydney Olympic Games organizers want to evaluate facilities: risks before 2000

By KATE TILLEY

SYDNEY, Australia-Evaluating the effec-
tiveness of safety programs at all sporting
venues well in advance of the next Summer

Olympics is the key risk management strategy
for organizers of the MOO Games.

Officials are identjfying and fixing potential
problems as they inspect the facilities that will
be used for the Games in Sydney, Australia.

With 2% years until the opening ceremonies
of the 2000 Olympics on Sept. 15, 2000, the
Olympic Co-Ordination Authority, set up by
the New South Wales government to oversee
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Exhibition halls are some of the sites to

be used for the 2000 Olympic games.

construction of all facilities for the Games, is
committed to ensuring every site is tested well
before the Games begin.

Many facilities designed for the Games are
finished and already have been used for major
sporting events. The latest scheduled comple-
tion date for any major Olympics construction
project is December 1999, when the $280 mil-
lion Australian ($188.5 million) multiuse in-

door arena west of Sydney is to be completed.
A spokeswoman for the OCA said construc-

tion on all facilities is ahead of schedule, which
will allow adequate time for full tests before the
Games begin.

The 760-hectare (1,877-acre) Homebush Bay
site, a vacant area 16 kilometers (about 10
miles) west of downtown Sydney, will be the
main venue for the Games. Six other sites also

will be used for various sporting events, indud-
ing a rowing complex at Penrith, 44 kilometers
(about 27 miles) to the northwest of Sydney.

The Homebush Bay site previously housed a
brickworks, a slaughterhouse, an armaments
depot and a toxic waste dump. The New South
Wales government has spent $137 million
Australian ($92.2 million) to clean up the site,
including sealing any areas where chemicals
had been dumped. Organizers are confident
that the site poses no health hazards.

The New South Wales government owns
the majority of Games venues, so risk manage-
ment and loss control are the responsibility of
the government's Treasury Managed Fund, a
self-insurance fund the state government es-
tablished in 1989. The TMF insures assets val-

ued at $38.15 billion Australian ($25.67 bil-
lion) and workers compensation for 326,000
state employees.

The TMF, as the OCA's insurer, is responsi-
ble for managing the Olympics complex until
the facilities are handed over to the Sydney Or-
ganizing Committee for the Olympic Games,
or SOCOG, for the duration of the Games.

A year ago, the TMF implemented a full en-
vironmental survey at the Homebush Bay site
to ensure the procedures that the OCA had in

place to manage the identified risks were acle-
quate. The TMF employed environmental sd-
entists from the Sydney office of broker Willis
Corroon Richard Oliver Pty. Ltd. to assist.

Sydney-based insurer GIO Australia Ltd. has
managed the TMF since the fund's creation.

Bill Dunne, who is responsible for every
Olympic venue as the TMF's property risk
manager, said the Olympic sites will be hand-
ed over to the OCA to operate once they are
built. However, the TMF will retain risk man-

agement responsibility for the facilities.
Mr. Dunne is using the Homebush Bay

Olympics site as a training ground for risk
managers from other government-owned fa-
cilities that the TMF insures.

In May, he plans to have the risk managers
conduct hazard identification inspections at
the Homebush Bay site as part of ongoing
training programs implemented by the TMF.

"Between now and October, we'll do 2,500

hours of training with risk managers," he said.
Similarly, SOCOG also plans to"make every-

one a risk manager" at the Olympic venues,
said the organizing committee's assistant risk
manager, Gordon Young. SOCOG will take
over responsibility for the venues at differing
times and ensure that adequate coverage and
safety plans are in place, he said.

"Everyone is responsible for safety," he said.
"We're focusing on all the operational plans
(for every venue) and asking, 'What have you
planned, if things go wrong?

Mr. Dunne has written a Best Practice in Risk

Management Manual for risk managers at
TMF-insured facilities, based on the Aus-

tralia/New Zealand risk management standard,
AS/NZS 4360.

The Olympic rowing venue, 44 kilometers
west of Homebush Bay, once was a sand and
gravel quarry. It opened in March 1996 and
features a 2,300-meter-long competition
course and a lake for rowing warm-ups. A $6.5
million Australian ($4.4 million) spectator
pavilion and boat sheis opened last October.

The venue has been used for major touma-
ments, giving its manager, Peter Byron, the op-
portunity to test the facilities. Mr. Byron then
discusses any risk management issues that arise
with Mr. Dunne or a TMF team member.

Mr. Dunne said a risk management inspec-
tion after the venue was built identified "a few

little things which were potentially danger-
ous" and since have been rectified.

For example, plants have been grown
around roadside drainage culverts to prevent
pedestrians from inadvertently falling into the
uncovered culverts. There also are more signs
posted to warn of service pit hazards.

Bare metal ends of rowing craft storage racks,
many of which are "at eye height," have been
fitted with plastic caps, Mr. Dunne said. Fire
hose reels have been relocated to dose gaps be-
tween the reach of each hose, and an area be-

hind retractable seating on the pavilion is be-
ing sealed to prevent people falling behind the
seats. To prevent injury to cyclists, rubber trim
has been put around metal signs on the bike
path that surrounds the main lake.

"We conducted inspections at each stage of
the construction, spending four to six hours
onsite with the manager discussing issues," he
said. The onsite inspections were followed up
with a written report, induding photographs,
with issues prioritized according to cost and
potential impact.

"Risk management's all about looking after
the simple things," Mr. Dunne said.

So far, the rowing center has had only one
minor daim for wind damage to a tower for
race officials.

r

The aquatic center, which contains fcur
swimming pools, ipened k October 1994,
only a year after Sydney won the bid to host
the 2000 Games. The center alreadv has host-

ed some major tournaments.
Mr. Dunne or one of the four other risk

managers on his team conducts regular risk
management inspections at tne center.

Not long after opening, Mr. Dunne said the
center had many "slip and trip" daims. Suosti-
tuting waterproof carpet for patio tiles that an
inspection found were slippery when wet has
significantly reduced acddent claims.

The center, which has a fire sprinkler system,
is designed with cc<led seating areas that direct
spectators to exits ifa fire breaks out

Mr. Dulne said che aquatic complex's de-
sign had to take into account the need tc, ac-
commociate a large number of spectators, and
the safety of spectators and athletes was a
paramount consideration.

During the construction phase of all the
Olympic venues, the TMF's responsibihties
were confined to ensuring that contractors had
put adequate liability and construction woIks
coverage in place. As with all the Olympic
venues, a full risk management sirvey was
conducted befoe the transfei of responsibility
to the TMF from the conseuction contracbrs.

The TMF is rzsponsible for the Olympics
venues until the Games begin, after which
SOCOG will take control of tie fadlties.

During the Games, property and liab.lity
coverage for 0_ympic facilities will oe prowid-
ed by Sydney-based AMP General Insurance
Ltd., a urit of the g.ant life insurer AMP Soci-
ety, which won the right to ir.sure the faciLties
in a competitive bid put out tr SOCOG.

The NSW government established SOCCG
for the 0 ympic Games unde- a special act of
Parliament to crganize the sperts program, op-
erate the Nenues, crganize transporation and
accommodaticns, market the Games, prodde
media facilities and organizz a pr,gram on
Australian culture.

SOCOG raises its own mcney from ticket
sales, television rights, sponsorships, market-
ing royalties and licensing fees;

Some facilities, such as the $615 million ALS-

tralian (5414.1 Ini_lion) main stalium, are
built, owned and operated by private investozs,
that will .ease The facility to :he OCA for the
duration of the Games.

Insurance and risk managzment for these
private facilities ar€ dieowne:'responsibilty,

but the

TMF does

advise the

OC.4 on al[ facilities' insurance re-

quirements, particularly public liability and
workers comp.

"Risk management is the major premise be-

hind the TMF, because ifs a non-profit self-in-
surance fund," Mr. Dunne said. "The govern-
ment agencies pay premiums based on their
loss experience."

He said tne TMF has a reinsurance program
that provides catastrophe and stop-loss cover-
age. Mr. Dunne would not elaborate on the
reinsurance coverage but said the fund pro-
vides almost unlimited covenge to its .nsured
agencies, exdu(ling inherent vice, ilkgality,
wear and tear and pollution other than sudden
and violent pollution.

The TMf covers all of the property/casualty
risks plus workers compensation and motor
fleets run by insured government agencies.

Mr. Dunne said trying all the facilities in ad-
vance is the TMF's and the OCA's key strategy
to prevent losses during the Games.

At many of the facilities, potential design
risks took a backseat to aesthetics, he sajd.

"Risk management ought to be a ompulso-
ry subject for architects and designers," he not-
ed. For example, the entrance to tne swim-
ming complex featured a high stone archway
with grass banks around it. Mr. Dur.ne insist-
ed a fence be built around the top of the arch-
way to ensure no one coi:13 dimb uF the bank
and fall from the archwav.

When the complex cpened, the TMI: risk
nianagers organized a cze-day training pro-
gram for the aquatic cen:er's operators and su-
pervisors that focused on pcolside risk man-
agement, Miduding the cperators' le,ital liabili-
ties to center users.

A new $55 million Australian ('$64 million)

railway station and 3.5-kilometer about 2-
mile) loop track and a showground complex
that will be used for five sports during the
Games, wit_ be tested in April, when Sydney's
Royal Easter Show is held for the first:ime in
its new ven_te

The three Easter Shows to be held before the

site is used for the Games, will provide ade-
quate opportunity to tes. the facilities and the
transportation arrangemerts wi-h large
crowds, Mr. Dunne said.

One of the biggest risks, security, wil be ad-
dressed next month at a SOCOG seminar. ZII
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The Olympic Stadium in the Homebush Bay area will accommodate aboul 110,000 spec-
tators. 0,ganizers are addressing risk management by trying facilities in advance.
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India still building its safety standards
By KAUMUDI MARATHE

BOMBAY, India-Foreign in-
vestors wishing to take advantage of
India's booming construction mar-
ket are being advised to bring their
own safety and loss control stan-
dards with them.

In the past five years, India has
emerged as one of the world's most
attractive construction markets.

However, many think its building
and safety practices are far behind
that of the Western world.

With its developing economy,
960 million people and an urgent
need for housing, India looks
promising to investors. Since the lib-
eralization of its economy in 1991,
the country has seen enormous in-
vestment. Government-approved
direct foreign investment rose to
308.54 billion rupees ($7.95 billion)
in 1996 from about 5.34 billion ru-

pees ($137.6 million) in 1990.
In the resulting building boom, ar-

chitects say construction activity in-
creased 30% to 50%. Real estate

prices rose sharply, jobs were plenti-
ful and labor was cheap.

Until recently, construction con-
tinued to escalate, and even the cur-

rent slump appears temporary. "Al-
though the market is down, the cen-
tral government alone is construct-
ing projects worth 140 billion rupees
($3.61 billion)," said Delhi architect-
planner K.T. Ravindran, who has a
private practice and heads the urban
planning department at the Delhi
School of Planning & Architecture.

He estimates this is only a quarter
of the total construction taking place
in India. Numerous large-scale in-
frastructure, housing, industrial and
other projects are under way.

Quality of construction in India
varies based on availability of mate-
rials. Importing a variety of design
materials or making them to specifi-
cation is expensive. Also, the prod-
uct standardization common in the

West does not exist in India.

Another difference in the systems

is their use of labor.

"In the U.S., our chief resource is
probably technology," said Peter
Hertzel of the Washington-based
Thadani-Hertzel Partnership, which
is building several major projects in
India, including a 90-acre housing
development in Bangalore.

"India's biggest resource is its la-
bor," Mr. Hertzel said. The irony, he
said, is that the safety culture so
much more common in the West is

almost non-existent in labor-rich In-

dia.

Although Indian laws require con-
tractors to buy insurance for acci-
dents and delay, system enforce-
ment is weak. While India's consti-

tution in theory protects workers, in
practice the Country cannot keep
track of all construction projects.

This is due in part to attitude. Even
India's educated classes have not

widely realized a right to knowledge,
safety and fair pay. This extends to
lack of awareness and education

about loss control. The norm is cure

rather than prevention.
Risk management still is a nascent

concept for Indian corporations. The
level of planning, scheduling, docu-
mentation, traffic control, security
and delegation of responsibility tak-
en for granted in the West is lacking
in all but premier Indian firms.

Mr. Hertzel noted that risk man-

agement "does not yet exist as a pro-
fession."

For his firm, middle-level manage-
ment on Indian projects has been a
problem. "Americans working there
will probably feel a sense of angst
that every aspect of a project is not
within their control," he said.

Furthermore, government regula-
tion and inspection are infrequent
and inadequate, many Indian archi-
tects say. In the unorganized sector
of construction labor, another draw-
back is lack of documentation of

compensable accidents or injuries.
Also, the largely illiterate construc-
lion workforce makes it difficult for

workers to hold management ac-

countable and vice versa. The over-

burdened Indian bureaucracy wors-
ens matters.

Bombay architect Rahul Mehro-
tra, of Rahul Mehrotra Associates,
said: "It is sad that labor and life are

so cheap. India has a dismal building
safety record. While consciousness
about industrial safety is on the up-
swing, that is certainly not the case
with construction."

Construction workers, almost al-

ways uneducated, know little about
minimum safety standards. An itin-
erant population, often they are
farmers who migrate to construction
sites to earn a living during the off-
season. Welders, bar-benders, ma-

sons, painters, polishers or porters
learn sldlls as apprentices onsite.

Anyone can work as labor, regard-
less of skill, record or medical condi-
tion. Middlemen and contractors re-

peatedly take advantage of the labor
pool's ignorance.

Workers are not provided safety
training. According to Mr. Ravin-
dran: "Few safety guidelines are im-
plemented. Only very large con-
struction companies even issue hard
hats." Usually, workers use equip-
ment that would be considered ob-

solete or even hazardous in the

West: wheelbarrows or steel basins

to carry materials; old, rusty shovels
and trowels; makeshift pulleys.

Workers do not wear protective
shoes, helmets, glasses, masks or
gloves because they cannot afford
them. Living on or dose to the sites
increases the risk to themselves and

their families.

The legal minimum daily wage is
68.50 rupees ($1.77), but usually
they get much less. Middlemen who
obtain jobs for workers often get a
cut of wages.

In addition, insurance is viewed
more as a contractual or statutory
need rather than a means to finance

losses or compensate injured work-
ers or their families.

Mr. Hertzel explained, "Our liabil-
ity is more limited, I believe, in In-

dia." Because the laws are less strin-

gent, the Thadani-Hertzel Partner-
ship carries less insurance in India
than in other countries.

Mr. Mehrotra said, "With liability
minimal, investors' responsibility re-
mains limited, too, but with con-

struction being so labor-intensive,
contractors tend not to insure any-
one except a core team of 10 or 12
people."

With widespread foreign invest-
ment, this apathy may change. A
spokesman at the government-con-
trolled General Insurance Corp.,
said: "Our cover is as good as any
available in Europe or America. We
have tie-ups with foreign insurers
and run training programs to update
our engineers, ensuring that we give
the best possible service."

The GIC, which has insured con-
struction risks through its four auxil-
iary companies for the past 25 years,
said safety audits are regularly con-
ducted to maintain standards.

The National Safety Council in
Bombay concurs, daiming the Indi-
an government is promoting safety
and voluntary compliance.

However, several architects dis-
agree, saying such audits may take
place only in large organizations.

One of India's construction giants,
larsen & Toubro Ltd., regularly con-
ducts internal safety and operations
audits to upgrade systems. S. Chan-
drasekar, general manager-plant and
human resources, emphasized, "Our
plants and machinery are insured,
and we take care of our people."

While L&T provides life/health
and accident insurance, such prac-
tices remain the exception.

Architects and builders think for-

eign investors must playa major role
in improving safety in India.

Enron Corp., as the largest single
foreign investor in India's energy
sector, is an example. Its 2,450-
megawatt power plant at Dabhol,
Maharashtra, which will "achieve
commercial operation in December
1998," Enron said in a statement, is

'4*040 *R

} ./» a birnkfil
/ project by

Bechtel Enterprises,
designed by both

4-' companies. With

the company has not had a lost-time
accident in 21 million man-hours.

International safety standards are
followed at Dabhol, in compliance
with Indian regulations, Enron said.
"If Indian standards are found to be

more stringent, they are adopted.
We have tried very hard to develop
a safety culture," Enron said.

Enron also conducts safety train-
ing for workers, encouraging them
"to question and work with man-
agement on the best way to achieve
safe working practices."

The company is satisfied with the
progression of construction. The
only unforeseen problems were
"having to involve the local com-
munity in the process and not al-
ways finding skills that facilitate par-
ticipation. (But) we have been able
to solve these and move forward,"
Enron said.

Other foreign investors must realL
ize that, while they stand to gain im-
mensely by entering the Indian
building market, they must bring to
India two essential elements, said

Mr. Mehrotra: first, knowledge of
technology and ability to imple-
ment it; and second, their standards

and techniques of loss control. Both
willlead to profitability while bring-
ing Indian safety standards in line
with international levels.

As Mr. Mehrotra stressed in a

point that many architects made: "I
would urge foreign companies nor
to adjust to local standards but to
maintain the quality they are used
to at home. Their projects and safety
culture must become a part of the 10-
cal environment." [al

U.K. regulations putting focus on safety
By CAROLYN ALDRED

LONDON-Companies in-

volved in U.K. construction pro-
iects believe that recent regulations
are helping create a more struc-
tured and coordinated approach to
safety on building sites.

Although loss data is not yet
available to prove the regulations
are working, most companies be-
lieve safety attitudes are improving.

Adoption of the Construction
(Design and Management) Regula-
tions 1994, which went into effect
in 1995 and implemented most of
the European Commission's Tem-
porary or Mobile Construction
Sites Directive 1992, has led to a
"radical change in safety culture"
for all those involved in construc-

tion projects, according to the U.K.

Health and Safety Executive.
The regulations aim to reduce

high rates of death, injury and ill-
ness in the U.K. construction in-

dustry by ensuring that health and
safety is managed throughout a
construction project.

Among other things, the regula-
tions require not only contractors
but also construction project clients
and designers to ensure safety
throughout all phases of a project.

The regulations also require
clients to appoint a planning super-
visor who has overall responsibility
for coordinating the health and
safety aspects of the design and
planning phase. This is a new func-
tion, with the planning supervisor
having to ensure that a health and
safety plan is prepared, monitor the
health and safety aspects of the de-

sign, advise the client on allocating
resources for health and safety, and
prepare a health and safety mainte-
nance manual to assist with ongo-
ing safety management.

"The CDM regulations are a
derivative of the E.C. directive,
placing increased duties on clients
and calling for safety coordinators,"
said Martin Barnard, director of
health and safety for Inndon-based
engineering consulting firm
Symonds Group Ltd.

All of the E.U. countries except
Germany (see story, page G6) have
implemented the directive and
have seen increased safety manage-
ment in the construction sector,
Mr. Barnard noted. "It has made all

parties more aware of their respon-
sibilities. There is now much

greater planning and preparation

of safety," he said.

"One of the many things the
CDM regulations have done in the
U.K. is make people tackle (in a
team approach) very ordinary safe-
ty problems which often cause the
most fatal accidents, such as falls
from heights," he said.

The CDM regulations "should
make a huge difference to safety,"
said Margaret Sharkey, a research
officer for the Union for Construc-

tion, Allied Trades & Technicians
in London.

But as deaths in the construction

sector increased last year, mainly
due to the increased construction

work in the country, there is no
hard evidence of any improvement
at this stage, she noted.

However, a survey of companies
involved in the construction indus-

try com-
missioned

last year by the
Health and *

Safety Execu-
tive shows

that most companies expect the
regulations to improve safety de-
spite no evidence yet.

An "Evaluation of the Construe-

tion (Design and Management)
Regulations 1994" is based on a
survey of 234 companies, induding
33 dients; 59 designers; 109 con-
tractors and three planning super-
visors. About 56% of the respon-
dents had revenues ranging from
£500,000 to £50 million ($818,350
to $81.8 million).

See Britain on nextpage
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According to the survey respon-
dents, benefits of the regulations in-
dude increasedawareness of safety;
having a health and safety plan on
site; better planning and coordina-
tion. and behavioral changes on site.

Although no partidpant could
produce substantive evidence of im-
proved health and safety, "virtually
allinterviewees stated that there is a

much greater awareness of health
and safety at all levels in the con-
struction industry and that minds
were now focused on health and

safety at the onset of a project," ac-
cording to the survey.

Many respondents commented
thatthe regulations "have improved
and enhanced team working" be-
tween the parties in a project.

Other effects noted by the survey
included the fact that insurers are

carrying out more detailed risk as-
sessment of construction companies
and either expanding or narrowing
professional indemnity coverage as

aresult of designers' increased liabil-
ity under the regulations.

Although in many cases insurers
have extended professional indem-
nity cover to indude the function of
planning supervisor at no extra pre-
mium, some insurance companies

have not been willing to assume the

additional risk where a planning su-
pervisor is part of the design team,
the surveyreport states.

The Institution of Civil Engineers,
a U.K. professional organization,
says the key parties with responsibil-
ities under the regulations are:

• Clients. Companies must ensure
they deal with competent planning
supervisors, designers and prindpal
contractors. Clients also must ensure

that sufficient time and resources are

available for safe project completion.
• Designers. Project designers must

cooperate with planning supenisors
on health and safety issues affecting
all workers engaged in construction
and maintenance and people who
may be affected by that work

• Planning supervisors. These are
responsible for coordinating health
and safety plans before, during and
after the construction project.

• Principal contractors. They must
consider health and safety matters in
preparing a proposal, coordinate the
activities of subcontractors and en-

sure development of and compli-
ance with the health and safety
plan. Principal contractors also have
a duty to provide information, train-
ing and consultation with employ-
ees and the self-employed.

• Other contractors. Subcontiac-

tors and the self-employed have a
duty to cooperate with the principal
contractor and to minimize risks to

health and safety. ini
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Building sites need attention
Regulators should
By CAROLYN ALDRED

Construction, more than any oth-
er industry, should continue to get
the most attention from regulators
in European Union countries to im-
prove workplace safety. a report
says.

Agriculture, transportation, health
care and recycling are other sectors
that the Bilbao, Spain-based Euro-
pean Agency for Safety and Health
at Work highlighted for attention in
its first report from the agency, es-
tablished in 1997.

The survey looked at attitudes in
preparation for possible action later.

Changes in the workplace mean
that new employment-related
risks--such as workplace stress, er-
gonomics problems and organiza-
tional issues-need to be addressed

by safety policies, as well as tradi-
tional risks, such as exposure to haz-
ardous materials, acddents and

physical strains, according to the
agency.

The report, "Priorities and Strate-
gies in Occupational Safety and
Health Policy in Member States of
the European Union," is based on a
survey of representatives of member

target safety: Report

states. Now available in English, the

report will become available in
French, German and Spanish in
March.

Although E.U. member states
agree that national legislation has
been an important tool for improv-
ing worker hea[th and safety, there
is concern about the quality,of legis-
lation, with a need to review. update
and improve its effectiveness, there-
port's authors stated.

Member states also emphasized

that attention should be paid to the
way in which legislation is imple-
mented in the workplace, allowing
employers and employees sufficient
flexibility to adapt safety rules and
regulations to their unique work-
place.

According to the report, member
countries of the European Union
have paid the most attention to
minimizing worker exposure to:
hazardous substances and materials,

such as asbestos physical risks, such
as back injuries; and machinery
risks.

A new development, the report
finds, isthatmember statesincreas-

ingly are paying more attention to
the assessment and analvsis of pos-

sible risks stemming from new work
patterns.

More attention likely will be paid,
for example, to safety issues arising
from aging workers, people who
work from home, telemarketers and

the self-employed, the report pre-
dicts.

Padraig Flynn of Ireland, Euro-
pean Commissioner for Employ-
ment and Social Affairs, welcomed

the report, noting it would be re-
quired reading for anybody with an
interest in workplace health and
safety.

"The Commission would take

into account the conclusions of the

report when planning future poli-
des on health and safety," he added.

Dr. Janet Asherson, chairman of
the Administrative Board of the Eu-

ropean Agency, agreed that "the re-
suits of the first report of the Euro-
pean Agency will create a useful re-
source for dedsion-makers and poli-
cy experts in the occupational safety
and health field when assessing fu-
ture policies and strategies."

.

For intbmiation about Ble report, con-

tact Barbara Nolan, European Agency
for Safety and Health at Work, Grab
Via 33, E-48009 Bilbao, Spain: 34-4-
423-05-01; fax: 344423-76-55.



G6 / Business Insurance, February 23, 1998

G Iii *OCUS

Workers demand Germany adopt safety law
By CAROLYN ALDRED

MUNICH, Germany-In a mass
rally in Munich this spring, thou-
sands of construction workers will

be calling for German employers
and the government to improve
health and safety conditions on con-
struction sites.

The April 21 demonstration is be-
ing organized by one of Germany's
biggest trade unions, the IG Bau, as
an "annual memorial day" for work-
ers killed at construction sites, said
Bernd Eisenbach, a civil engineer re-
sponsible for health and safety in
the union's Frankfurt office.

Workers also will demand that the

German government implement an
E.U. directive designed to improve
safety on building sites. Passed in
1992 and implemented in all other
E.U. countries several years ago, the
directive on "minimum safety and
health requirements at temporary or
mobile construction sites" is not yet

law in Germany.
The directive aims to reduce build-

ing site accidents by ensuring that
health and safety is planned and
managed effectively throughout all
stages of a construction project. It
stipulates the appointment of a safe-
ty coordinator to improve coordina-
tion of all parties involved in the
construction-including architects,
contractors and clients-while en-

suring that each party remains re-
sponsible for safety.

Despite widespread concern about
the problem and a recent successful
manslaughter prosecution of a
British subcontractor and a German

property developer after the 1995
death of a British construction work-

er in Leipzig, Germany (BI, June 23,
1997) safety standards have not im-
proved, according to Mr. Eisenbach.

Germany, which has had a con-
struction boom since reunification

nearly a decade ago, has one of the
European Union's highest fatality

rates among construction workers.
According to official statistics sup-

plied by Germany's health and acd-
dent insurance companies, there are
more than 400 fatal acddents a year
on construction sites, said Mr. Eisen-

bach. However, he said he thinks

the problem is far worse, as many ac-
ddents are not attributed to building
accidents or simply not registered
because the injured worker may not
be a German dtizen and, therefore,
not insured by German insurers and
probably not by any insurers.

Mr. Eisenbach says "at least anoth-
er 400 fatal acddents a year" are un-
accounted for, primarily because
they involve foreign workers.

Germany's position in the center
of Europe, the high costs of employ-
ing a German citizen and the boom
in building all have encouraged an
influx of migrant construction work-
ers from less affluent Eli countries,
such as Portugal, Ireland and the
United Kingdom, and from coun-

tries outside the European Union,
such as Turkey and countries in Asia.

Health and safety precautions are
not good enough on many sites in
Germany, particularly those em-
ploying foreign workers, agreed Jary
Hellsten, secretary responsible for
health and safety for Brussels, Bel-
gium-based European Federation of
Building & Woodworkers.

"The conditions of foreign work-
ers is poor. Language often is a prob-
lem; they are extremely dependent
on the people sending them to work
in Germany; they work long hours,
have no benefits and often are sim-

ply deported if they are injured," he
said.

Martin Barnard, director for health
and safety for the London-based en-
gineering consulting firm Symonds
Group Ltd., agrees that more should
be done to improve safety in Ger-
many's construction industry.

Although multinational construe-
lion companies operating in Ger-

Learning from U.S. experience on construction safety
By William D. Moskal

and Scott Staffon Perspec#ive
1'(DDAY, ROUGHLY 5% of the
1 U.S. workforce is employed in a

construction-related activity. These
workers have the highest lost-time
injury rate and account for nearly
20% of all occupational fatalities.

Work-related injuries and illnesses
in the U.S. construction industry
occur at a rate 54% higher than all
other industries. In many cases,
these numbers reflect the

construction industry on a global
basis. In addition, as construction-
related activity worldwide increases,
constniction worker injury rates
around the world may remain high,
unless companies take measures to
reduce them.

The construction industry has
made notable improvements in
recent years--and many of these
may be applied to construction
practices around the world.

The U.S. Bureau of labor Statistics

recently reported a 24% drop in the
rate of non-fatal workplace injuries
or acddents per 100 full-time
workers in the construction industry
from 1992 to 1996. Yet, even w ith
this decline, the workers
compensation component of
construction injuries in the United
States has risen to more than $5

billion annually.
The inverse relationship between

the lower inddent rates and higher
workers comp costs can be traced to
the fact that while mjnor and non-

lost-workday injuries are being
controlled and eliminated, the
frequency of serious and disabling
injuries remains the same.

The Business Roundtable, a

Washington-based think tank,
examined the relationship between
workers comp premiums and job-
site safety in the construction
industry and found the direct and
indirect costs of accidents represent

6.5% of all construction costs on

average. On a $100 million project,
these costs can total $6.5 million.

Outside the United States and

Canada, iCs difficult to quantify the
finandal impact of injury because
medical treatment and associated

costs for injured workers are covered
under the social security system or
socialized medical program. But
many of these national systems are
undergoing privatization, and
employers will assume a larger
financial role for job-related injuries.
And contractors the world over are

exposed to the same indirect costs.
Although indirect costs associated

with workers comp often aren't part
of a company's expenditure or
accounting system, they can be
upwards of five times the dimct
workers comp costs. Indirect costs
can indude: lost production time;
losing valuable employees;
retraining of new workers; potential
lawsuits; property damage; and
acddent investigation time.

Many US. construction
companies now realize that
operating safely makes good
business sense; it enables them to
remain profitable and maintain a
competitive edge.

As national health care systems
become privatized, global
construction companies that can
take lessons learned from U.S.

contractors and incorporate them
into their business practices may
gain a competitive advantage.

Generally, companies with the
most effective loss control programs
are those whose safety initiatives
have the backing of top
management. The firms must be
sure to communicate the

commitment of their leadership to
safety and loss control throughout
the organization.

This approach applies outside the
United States as well. The need for

safety is the same everywhere; it

requires management commitment.
To show its involvement and

commitment, top management
must:

• Develop goals and expectations
to make implementing safety and
improving productivity a seamless
process.

• Promote a culture where workers

understand that safety and
production must work hand in
hand.

• Establish open communication
channels with workers to achieve

value-added involvement. Workers

who are part of the solution take
ownership of the safety initiative
and are more willing to embrace a
safety culture.

• Establish accountability at all
levels of management. Goals for
achieving safety need to be tied
directly to yearly performance
evaluations and bonuses.

• Focus on continuous program
evaluation and improvement. As
goals are achieved, new goals need
to be developed and established to
enhance the existing program.

• Allocate resources to develop
and implement safety practices.

To achieve safety goals on isolated
construction projects, top
management must assign
accountability. In most cases, top
management will place primary
accountability for project safety on
the shoulders of the job site
superintendent, who is directly
accountable for the project's safety
performance. However, the
superintendent faces a dilemma:
how to balance site safety with
production goals.

The superintendent must delegate
responsibility and accountability for
safety to the foremen of each work
area. The foremen are the front-line

promoters of safety with their crew

members and should be given the
same level of accountability for
safety performance as the
superintendent. Both of these
individuals have a direct and

significant influence on a project's
safety culture.

Job site superintendents must
have the tools to optimize a
project's loss control efforts. Top
management must support
superintendents in a project's safety
initiatives by authorizing a
reasonable budget for safety. On
large construction projects, a safety
budget may cover costs associated
with providing one or more full-
time, onsite safety professionals, a
nurse or emergency medical
technidan, first-aid stations, safety
and personal protective equipment,
safety orientations for new hires,
and weekly safety talks or safety
training sessions for craft workers.

Safety budgets typically are
funded by the construction
company at the project level or
through corporatewide safety
accounts covering these charges. In
some cases, costs are passed on to
the client or owner of a project
through a reimbursable cost
allocation system.

Top management also can
facilitate strong safety performance
on construction projects by
designing and implementing an
effective subcontractor selection

process. Site owners that award
contracts solely on a "low-bid" basis
may not be getting contractors
committed to safety, which may
jeopardize the safety outcome of the
project.

When pre-qualifying
subcontractors, criteria to consider
indude: injury and illness rates; loss
cost experience for previous five
years; written safety and health
polides; alcohol and controlled
substance abuse policy; number of
fatalities for previous five years;

many and
large German

building con
tractors "have

a very high ap
proach to health

and safety, standards on most small-
er projects are not as high as in the
U.K. and other countries," Mr.
Barnard noted.

The implementation of the E.U.
directive in other European coun-
tries has had a very positive impact
on safety on construction sites, mak-
ing all parties more aware of their re-
sponsibilities, said Mr. Barnard. As a
result, he said Germany should en-
act the directive as soon as possible.

A spokeswoman for the German
government's Department of Em-
ployment said the government
hoped to implement the European
directive by early summer.

significant safety-related fines,
penalties or sanctions for previous
five years; and company viewpoint
on safety hazards associated with
the project and plans to eliminate or
minimize the potential for
acddents.

U.S. contractors and

subcontractors with poor safety
records pay for their performance
through high premiums, and they
ultimately factor these higher costs
into their bid calculations. A low bid

from a contractor with significant
workers comp insurance costs may
indicate the contractor cuts corners

on safety to make a profit. Thus,
contractors should not be chosen

solely on low bid.
The direct result of an

organization-wide safety
commitment is a reduction in

frequency of acddent:s. The goal
always should be zero acddents.
This keeps injury expenses to a
minimum and eliminates costly
related schedule interruptions.

A growing number of
construction companies realize the
importance of implementing a
strong safety process. The benefits of
such initiatives indude: reduced

acddents, lower insurance
premiums, improved employee
morale and inaeased production
and profit. A company must stay
committed to achieving a successful
safety culture. Safety is not a part-
time function, but an ongoing
process that requires the
involvement and commitment of

management. Safety performance
willimprove only when workers
believe firmly that it is beneficial to
themselves, their fellow crew
members, and the company, and is
an important part of their day-to-
day responsibilities. ial

William D. Moskal is a vp in
Cleveland and Scott Stall'on is an
assistant vp in Minneapolis with
1&H Marsh & McLennan Risk
Control Consuiting.
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Tontinued from page 2
Ford administration.

"It presents a very, very important
ssue-whether you can force an em-
)loyer to take certain action that is
iot required by law," said Mr. Kil-
ierg, notingthatthe program was not
iromulgated as a law, standard or
Mulation.

According to OSHA, the program is
nstead an "instruction." To partici-
ate in the program, an employer

nust, among other things, agree to
mplement a formal safety and health
lan (BI, Dec. 1, 1997). Other require-

nents include guaranteeing employee
nvolvement in the safety program,
dentifying and correcting hazards
:hrough regular self-inspections and
*oviding OSHA with data from an-
iualinjury and illness records.

The program targeted more than
[2,000 worksites in 15 industries.

Blues
Dortant.

State lawmakers were busy last
/ear dealing with health care is-
gues, Said Ms. Laudicina. The most

zommon managed care regulation
anacted last year prohibited the
ise of so-called "gag clauses" in
orovider contracts. In 1997, 24

states passed laws banning clauses
:hat forbid or restrict providers
[rom discussing alternative cours-
as of treatment with their patients.

Fourteen states passed laws that
require health plans to allow sub-
:cribers to have direct access to

3ertain specialists-most common-
ty obstetrician-gynecologists-
without referral from a primary
:are physician.

Nine states last year enacted
Laws that created a formal exter-

nal grievance process to review
coverage and claims denials.

The most common benefit man-

date enacted by states last year
was a requirement that health
plans cover certain emergency
room services, such as initial
screening examinations. Twenty
states passed some version of such
legislation last year.

Fourteen states required plans to
pay for a minimum hospital stay
Eor mastectomy patients, while
eight states adopted legislation
that dealt with mental health pari-
ty.

Ms. Laudicina pointed to legisla-
tion extending medical malprac-
tice liability to health plans as one
of the most likely areas of new de-
bate and legislation this year.

Although 18 states considered
such measures last year, only two
such measures-in Missouri and

Texas-became law. But a survey
of Blues plans across the country
indicated that bills designed to ex-
tend malpractice liability to health
plans are likely to be debated in at
least 21 states this year, said Ms.
Laudicina.

In addition, lawmakers in at
least 16 states are expected to con-
sider some form of legislation to
create a framework of quality
standards for managed care plans.

In addition, 15 states are expect-
ed to consider bills that would cre-

ate mandatory external review
methanisms, and lawmakers in the

same number of states-though
not necessarily the same ones-are
expected to consider proposals
that would allow plan participants
to self-refer directly to specialists.

Some form of mental health par-
ity legislation is expected to come
before lawmakers in at least 19

states in 1998, and 10 states are ex-
pected to deal with. emergency
room-related health care bills this

year. ini

Critics complained that the worksites
were unfairly chosen on the basis of
the frequency-rather than severity-
of injuries and illnesses. The employer
groups sought judicial review last
month and won a stay of the program.

"I expect they'll schedule oral argu-
ments in September. You won't have
a decision untillate fall or early win-
ter" at the earliest, said Mr. Kilberg.

Opponents of the program took
heart from the court's move.

"It's important because it reflects
the court's determination that we're

likely to succeed on the merits of our
arguments. Also, it reflects a realiza-
tion that the cooperative compliance
program is an extremely intrusive
program," said Susan Mahallati, la-
bor counsel for the National Chamber

Litigation Center, which handles liti-
gation for the Chamber of Commerce.

Not surprisingly, OSHA disagreed
with that assessment.

"The court did not rule on the mer-

its and we are confident that when the

court does look at this award-winning
program, it will agree that this proven
way for reducing workplace injuries
and illnesses is in the interest of both

American workers and business," said

Charles N. Jefftess, assistant secretary
of labor for occupational safety and
health, in a statement issued after the

appeals court stayed the program.
A pilot version of the cooperative

compliance program, the Maine 200
program that targeted the 200 work-
sites in the state with the highest inci-
dence of reported injuries, won the
Ford Foundation's innovation in gov-
emment award in 1995.

"The cooperative compliance pro-
gram targets worksites with at least
twice the national average of illnesses
and injuries. It's a new way of doing
business, based on successful experi-
ence in nine states." the OSHA state-

ment said. "The key to its success is a
partnership among business, labor
and OSHA that offers the companies
with some of the highest injury and

DU337666-6 1766'UranCES, r eUI-Uary 60, 1330 / 10

illness rates a chance to partner with
OSHA to find and fix those hazards

cooperatively, instead of confronta-

tionally. It's the way government
should be reinvented," OSHA stated.

Two groups that have not taken a
formal position on the program ex-
pressed doubt as to its workability.

"The cooperative compliance pro-
gram is, in a sense, a kind of oxy-
moron. There are always strings at-
tached to whatever OSHA does. In

this case, the strings have strangled
the program," said Lance J. Ewing,
chairman of the Health and Safety
Committee of the Risk & Insurance

Management Society Inc. and loss
control administrator for the Phil-

adelphia School District.
Mr. Ewing said many RIMS mem-

ber companies already have programs
much like the voluntary programs
contained in the proposed SAFE Act,
which would institute a number of

OSHA reforms.

"But it appears OSHA would rather

use the threat of wall-to-wall inspec-
tions," he said.

Keith Lessner, vp-safety and envi-
ronment for the Schaumburg, Ill.-
based Alliance of American Insurers,
said: "We have been interested in

these programs since they began in
Maine. Conceptually I think thes€
programs represent an extraordinary
opportunity to promote workplace
safety and health. In the real world,
they have been fraught with technical
problems and communications is-
sues."

"What makes these programs good
is they offer employers that have been
identified as needing help the oppor-
tunity to voluntarily improve work-
place safety and health. But starting
with Maine there has been and con-

tinues to be a problem with pickinE
out those employers that truly need
help," said Mr. L,essner.

"These problems are not insur-
mountable, but they take a lot of work
to be msolved," he said. m
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ASK A BENEFIT ACTUARY

Q What is workforce management?

This question comes from a

benefits manager. The senior

A
management at his organization
wants to use employee benefit plans
to "manage the workforce." The
manager of benefits not familiar

with this approach wants a better
understandmg.

While this column provides a
context for workforce management and why it is
becoming increasingly important, my next column will
focus on some potential hazards of ignoring workforce
management issues.

Workforce management is using all human resource
programs, including employee benefit plans, to attract
and retain the employees with the skills and
competencies needed for running the business and
facilitate their departure from the organization when
those skills are no longer needed. In order to attract and
retain employees and provide for their orderly exit, all
elements of human resources need to be examined to

ensure that each aligns with workforce management
objectives. These elements include:

• Organizational structure and design.

• Stnffing and succession models.
• Competency models.
• Performance management.
• Communications.

• Compensation and benefit programs.

The benefits manager must assess employee benefit
programs in light of how the organization needs to
manage its workforce.

At Watson Wyatt Worldwide, we have observed
growing concern in the United States about workforce
management issues. This concern springs in part from
trends in the growth of the U.S. labor force. While the
workforce has grown 1.5% per year over the past 20
years-and 2% per year before that-the Department of

Labor now predicts declining rates of growth into the
21st century (see chart). Declining growth rates suggest
that tight labor markets and increased competition for
workers may well characterize the next century.

A second driver of interest in workforce management
is the breakdown in the implicit employment contract
that historically has existed between workers and their
employers. Thirty years ago, workers devoted an entire
career to a single employer, receiving, in exchange,
financial security and lifetime employment.

Downsizings and restrueturings have shattered that
contract. Many of today's employers now need to attract
and retain workers for more limited periods of time and
cannot promise financial security. These employers need,
instead, to provide their workers the tools for building

their own

financialAnnual growth rate security and
of U.S. labor force for continued
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all human

resource programs, including employee benefit plans,
align with their strategies for attracting, retaining and
removing employees from their workforce.

Recent Watson Wyatt research suggests a trend toward
viewing benefits as key programs for attracting and
retaining employees and away from seeing benefits as
merely a cost item. In 1990, 1994 and 1997, Watson Wyatt
surveyed employers and listed benefit costs as a choice
among several potential top human resources issues that
the employer would face. In 1990, benefit costs were
listed by 22% of the employers-second only to
leadership development, which 26% selected In 1994,
24% of employers selected benefit costs. However, in

1997, only 14% of respondents selected benefits costs as a
top HR issue they expected to confront.

Watson Wyatt also recently completed a survey on
competing in a global economy. The survey included

more than 2,000 top executives from 23 countries
worldwide and focused on both business and people
issues critical to success. More than 37% of survey
respondents were chief executive officers.

The survey found that 60% of the respondents
worldwide considered employee benefits important or
very important in attracting and retaining workers. In
the United States, 73% of the respondents considered
employee benefits important or very important. This was
the most highly ranked among the choices and equal to
motivational pay. These results certainly suggest that for
senior management around the world, employee benefits
represent a key component in the human resource
equation for attracting and retaining employees and,
ultimately, managing the workforce.

For a free copy of an executive summary of
Watson Wyatt's Global Management Survey, call 800-
243-1349. [al

Would you like advice from an experienced colleague on a

risk management, benefits management or actuarial problem?
Four quarterly features in the Perspective section of Business
Insurance can give you some answers.

Ask A Casualty Actu,ary, Ask A Benefit Actuary, Ask A Ben-

efit Manager and Ask A Risk Manager
answer written questions .from readers

on risk and benefits management issues
and actuarial problems.

This column on actuarial issues in the

1 benefits field is written by William J.
 j Miner, an actuary with Watson Wyatt

Worldwide in Chicago. Richard E. Sher-

man, president of Richard E. Sherman &

- Associates Inc. in Ashland, Ore., answers
actuariat questions in the casualty field.Mr. Miner

Christopher E. Mandel, director-risk
management at PepsCo Restaurant Services in Louisville, KY.,
answers questions on risk management. Dennis I Nirtaut, man-
aging director of compensation and benefits for Andersen

Worldwide S.C. in Chicago, answers questions on employee
benefit plans.

Address your questions to ASK, Business Insurance, 740 N.

Rush St., Chicago, m. 60611. Please give us your name, title and
employer, however, Business Insurance wil consider unsigned
letters.

Former investigator takes readers down road of fraud
"Accidentally on Purpose:

The Making of a Personal Injury
Underworld in America"

By Ken Dornstein

Published by St. Martin's Press, 257 Park Ave., S.,
New York, N.Y., 10010, 212-982-3900

$26.95

By Kevin M. Quinley

VER WONDER HOW MUCHof yourinsurancepremiums go to cover fraudulent claims? Ever agonize
over how much of your self-insured funds go toward bogus
or exaggerated claims? According to one author in a recent
book, the tab is so high you may not want to know. Some
estimates put the cost of insurance scams at $15 billion to

$20 billion annually.
Accidentally on Purpose is one of the first books to

thoroughly document the making of a peculiar U.S.
criminal underworld. Not centered on the traditional fare of

organized crime-drug dealing, gambling, loan-sharking,
prostitution or protection-thjs unlikely underworld has
sprung from the raw material of faked personal injuries.

Author Ken Dornstejn worked as a private investigator in
Los Angeles, where he specialized in investigating gangs
that staged accidents for insurance money.

Mr. Domstein's book takes reaclens back to the late 19th

century and to the earliest slip-and-fall artists. Risk

managers and other readers encounte the "ambulance

Books & Ideas

chasers" and others of old New York who pioneered the
personal injury trade.

Insurance fraud is nothjng new. Its venerable history
includes accident racketeers of the 1920's, instances of self-

mutilation for profit during the Great Depression, and the
burgeonjng whiplash injury of the 1960's and 1970's.

Mr. Dornstein partitions the book into three major
sections. Part One traces the origins of modern insurance

fraud through New York through the 1940's. Part Two
describes the insurance fraud industry at mid-century. The

third and final segment is titled "Underworld: Los Angeles"
and chronicles the fraud industry up to the present.

Through original interviews and research, Mr. Domstein
also reports on contemporary gangs whose membens cruise
streets staging car accidents for insurance money.

In this absorbing chronicle, Mr. Dornstein tells an original
story about a culture in which greed, desperation and free-
market incentives in the legal system transform accidents
into the bedrock of a vast and lucrative secret economy.

Scarns can range to staged car accidents-where two car
drivers smash into each other at a remote location, then

drive to a road's shoulder to report the "accident" to

police-to legitimate injuries that are exaggerated and
milked. Lawyers and doctors often are in on the game,

referring clients and patients to each other.
Why isn't more done to combat the problem? the book is

more descriptive than prescriptive. He does not purport to
offer many solutions. Certainly the practice of establishing
and beefing up special investigative units is laudable.

More and more insurance companies are fighting back.
Perhaps one reason there's not a greater public outcry is

because many folks subliminally consider insurance
companies "fair game" in getting ripped off. Others fail to
see a connection between insurance fraud and the tab all

consumers pay in the form of higher insurance premiums.
Further, insurance companies who cry fraud can themselves

be sued for defamation, making them spend $100,000 in
legal fees to defend a $10,000 dubious claim.

Accidentally on Purpose can serve as a valuable call to
arms to risk managers in Inifing their awamness of the
problem, and it can act as a spur to risk managers to fight
fraud and to be demanding of their insurance companies in
waging war against bogus claims. lul
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Mr. Quinley

Kevin M. Quinley is senior vp-
risk services for MEDMARC Insur-

ance Co. Inc. and subsidiary

Hamilton Resources Corp., both of
Fairfax, Va. He holds the Char-

tered Property & Casualty Under-
writer and Associate in Risk Man-

agement designations.



18 / Busmess Insurance, February 23, 1998

High-tech with proprietary company information etary information such as material on previ- the place of this matenal," he said
through cyberspace Ms Harrington Stlll lS ous coverage, merger and acquisition activi- The problem iS that while the Internet lS
determining how to handle that information ties and the Year 2000 compliance status of convenient for downloading data files, down-

Contmued from page 1 exchange Cisco'S computer systems Ms Hair said she loading graphics such as videos and pictures
World Wide Web Mr Magwood is taking ad- San Jose, Calif -based Cisco has taken that easily "soft-copied" that material from the from the Net is far too time-consuming, ex-
vantage of the multimedia capabihties of CD- step in its D&O underwriting submission, company's Intranet to the Web site plained Mr Bugalla, managing director of the
ROM technology as well as the Internet which neatly packages all of the publicly Executive Risk Management Associates, the Advanced Risk Management Services divi-

Ms Hair and Mr Magwood already have available as well as proprietary information underwnting manager for Simsbury, Conn - mon of Nashvule, Tenn -based Wlll.ls Corroon
seen benefits such as greater timeliness of in- underwnters want to review before rating the based Executive Risk Ine , lS among the un- Americas
formation exchanges and greater efficiency in account derwnters that won a portion of the account And, Mr Magwood wanted videos, orlgi-
their offices Both also were thrilled that pa- Executives in the San Francisco office of ERMA wntes a catastrophe layer nally used by Phihp's marketing department,
per was eliminated from their renewals Aon Worldwide Resources and the Denver of- Stu Perry, a senior underwriter with to explain the company's new busmess direc-

Mr Good's system is Just going online, but fice of Aon Risk Services Cos Inc were the ERMA, praised Cisco's submission "It makes lion He also wanted to show the underwrit-
he expects srrmlar benefits driving forces behind Cisco's Internet under- 11 easier to package it all together in my mind ers pictures of Phillp's new processes

"These people are breaking new ground in when I'm trying to make a ceci- The CD-ROM disk also contained financial
risk management I think it'S a tremendous C:,nhtn.

-I 'SifC d
sion on a risk " information, a map of Phillp's operations andle....

step," said Mark Dom, president of risk man- " 1 Dll Fr<' + 4Uu-
In addition, he appreciated the their values, loss control information, two

agement information system vendor DORN flembility of being able to access years of engineering reports, previous policy
Technology Group Inc of Livonia, Mich the Web site away from the of- wording and a hyperlink to the company's

Mr Dorn expects that those vanguard risk COMPANY CATSUU flee home page
managers w11 be leading a much larger group The Internet submission also Underwriters can download and then ma-
of risk managers into the cyberspace frontier directly fosters Cisco's primary nipulate much of the materialANALYST CENTER FIEEfir,2* Char{ASLIM ih
this year business goals With all of that, Mr Magwood brought toI,I

Risk managers are getting over their con- his underwriters meeting last October a CD-1,frn - i ix -i - ; - 1 - 1, -Lcerns about the security of Information
*S ROM for each underwriter and a handful of

moved across the Internet, according to Mr Cisco Systems, Inc --1-0-8-*--##--1 engineering reports that turned out to be un-
Dorn "They've found the bigger issue is what Null...........lat.-

necessary
could happen if they're not using the Inter- 11*.logidgE ** 1 The approximate $20,000 price tag to put
net," he said The Internet often facilitates 170WTasman[* Phone 40B526-4000 the multimedia presentation on disk was
quicker and less costly movement of real-time Sen Jose, CA 951 34 Fax 408-526-4100 Y/99'Chal FOAVW-6,1 4&921.eall/of *93,40*4*,2pmPTispIET steeper than the cost of preparing a submis-
information, which promotes greater efficien- III&1&121.90 1 ..... F... 1•/.*74... sion the traditional way And, it would have
cy, he said h/**„9*ky-E..Inrlika/4 fist€[.1.6/ 1,1 been even more expensive if he had had to

Risk manageis, brokers and insurers tend generate the videos and pictures from scratchCompanies can use the Worldto blame each other for the plodding pace of In a few years, after he has finished refrnmg
development of high-tech communication Rv...ma-EaM,Y.tit-Mxt=,Q -LIM='311 -81*415.4 -El.,12110*bAWWide Web to make large

the presentation, Mr Magwood expects the
tools m risk management amounts of information, such NIFW181 47*NEs-,US Trns-US IMIIm*,IholISISHI/Nd

cost of producing the submission will drop
But, Mr Dorn said the technological as financial data, available pa- C..0.YSTElli"./,CS©01 lon.*Itamt SECIA,o.amiM-Eum 6.18*

UM TI* ..' .0- considerably
"plumbing" to accommodate these lands of perless to underwriters. Those 64*M ls,kll 0-10

-

efforts has become available only within the underwriters then can clown- .

In the meantime, he iS convinced the CD-
ROM was an invaluable pubhc relations tool

E-er FC mo. ole. /·,rpast year or two load and manipulate data to RX,I 9.
;20 5 64 "1218 - *1111/1-J It delivered the message about Philip's riskaiumgl[EllLlkll€le,nFor example, he said, computer users are aid in decision-making. profile, and underwriters were visibly im-

Just beginning to see improved browsers that pressed with the company's sophistication, he
allow them to easily navigate both their In- writing submission Aon Worldwide Re- "Anything we can do to help drive busmess said
tranet systems and the Internet sources is the technical consulting unit of Aon through the Internet is very attractive to us," At future renewals, the CD-ROMs alone

And, some word processing and spread- Group Inc, Aon Risk Services is the retail bro- said David Rogan, vp and treasurer at Cisco will suffice And, because each one can hold
sheet software only recently has been made kerage subsidiary It's a very real world application as far as two or three previous submissions as well,
Internet-ready Text and numeric documents Last September, in a request for proposal how you can use the Internet to run your eventually Mr Magwood wlll be able to pro-
produced using this software now can be that went out to several brokers, Ms Hair business more efficiently" vide each underwnter with a 10-year risk
posted to Web sites without having to first asked what part of Cisco's D&0 program the The cost of the Internet submission was on management history in a handful of disks
manually key in hypertext markup language, company should revamp The program was par with the cost of submitting the risk the This fall, Mr Magwood hopes to produce
or HTML, coding in the documents That cod- up for renewal Dec 10, 1997, so time was cnt- traditional way, Ms Hair said Cisco realized the company's casualty and environmental
ing allows Web site visitors to view the docu- leal some minor cost savings by posting under- impairment liability insurance renewal sub-
ments in their intended formats Most of the responses were unimagtnative, winters' last-minute requests for information missions on CD-ROM

Inadequate information systems budgets, said Ms Hair, Cisco's risk and insurance on the Web site instead of sending the infor- Mr Good at Philadelphia-based Rohm &
pinched by the cost of efforts to make com- manager and, until recently, the company's mation via overnight del_very Haas is making only the most critical element
puter systems Year 2000-compliant, also has entire rtsk management staff Ms Hair plans to use the Internet for insur- of his property insurance submission avail-
slowed the pace of development for nsk man- Aon, though, responded not only with the ance submissions of other Cisco risks "This able over the Internet
agers, brokers and msurers idea for submitting the risk to underwriters was just the begrnmng of where we want to go Property inspection reports will be avail-

Mr Dorn said the risk management indus- over the Internet, but also with a functional, with underwnting submissions across the In- able to his insurers' property inspectors and
try has gone through a natural evolution lead- secured Web site that already contamed much tenet It was time-efficient It was cost-effl- to designees at Rohm & Haas' 50 plants
ing up to widescale use of the technology of the voluminous material that must be in- cient It was information efficient" worldwide via a Web site maintained by

He calls it "the three stages of enlighten- cluded in a submission At Hamilton, Ontario-based Philip Ser- Wllhs Corroon
ment " In 1996, risk managers learned how A secured Web site can be accessed by only vices, Mr Magwood opted to present the com- The streamlined property inspection and
the Internet could help them Last year, they pre-authorized users who have passwords pany's October 1997 global property renewal reporting system begins with the insurers
assessed their software and hardware capa- Aon, which maintains the site, also used a submission in a far more costly CD-ROM for- agreement to divvy up inspection responsibil-
bilities This year, they are determining when, "cookie" to track the computer addresses of mat Mr Magwood, senior vp-insurance and itles so Rohm & Haas plant sites undergo only
not if, they will begin using the Internet, Mr those who visit the site risk at Philip, judged that a CD-ROM-with one inspection annually The insurers send
Dorn said The approach had several practical bene- the reports to Willis Corn)on's Boston office,

Along the way, though, some nsk managers fits where the reports are entered mto the Web
have been using the Internet for tasks they It allowed Aon to prepare Cisco's submis- 'This is just the beginning of site

perceived were safe to entrust to the teehnol- mon in the few weeks it had between the time Hartford Steam Boiler Inspection & Insur-
ogy, said David P Duden, national RMIS it won the account and Cisco's D&0 renewal where we want to go with ance Co maintains another Web site for
practice leader for Deloitte & Touche LLP- date underwriting submissions Rohm & Haas' boiler and machinery inspec-
Risk Management Consulting Services in "We couldn't have done it the old way m tion reports
Hartford, Conn Those tasks include research- the time that was allotted" because of the vol- across the Internet,' says Designated Rohm & Haas engineers or oth-
ing, networking and recruiting staff, he said ume of material Aon would have had to pull Jackie Hair of Cisco Systems. er designated property loss control expertsOnly rarely did a risk manager explore be- together, said Brian Kawamoto, managing di- then can access the Web site to answer in-
yond those limits rector at Aon Worldwide Resources in San spectors' questions

For example, in 1996 Carol Harrington of Francisco The Rohm & Haas property experts cur-
Sun Microsystems Inc pushed her broker to The Web site's hyperlinks to various Inter- ltS multimedia capabilities-would be ideal rently have 60 days to respond to inspectors
develop a pllot program in which the software net sites and Cisco's home page pulls together for explaining Philip's changing risk profile concerns But, because his personnel no
maker began transferring key information to much of the publicly available financial in- to underwnters longer have to build document preparation
Sun's property insurer via e-mail (BI, Oct 30, formation about Cisco that underwriters In the span of Just about three years, Phillp and maillng time into their response time, Mr
1997) need, he said has metamorphosized from a solid-waste Good plans to halve that response time

Ms Harrington, the director of risk man- After chcking on the financial data icon, for management company that owned landfills to The property insurer inspectors have only
agement at Palo Alto, Calif -based Sun, has example, the user can 1rnk with the Yahoo Fi- an industrial services and metals recovery reading privileges on the Web site, though
smce broadened the program Now, Sun em- nance site to obtam numerous pieces of mfor- concern Its Industrial services include in- they can download and then manipulate data
ployees who have to provide certificates of rn- mation on Cisco's stock performance within plant high-tech cleaning and maintenance for Some of the company s excess casualty m-
surance before they can gain access to cus- the past 15 minutes during a tradmg day the petrochemical, automobile and airline in- surers m Bermuda also wlll have access to the
tomers' worksites can obtain the documents The near real-time updates on Cisco stock dustI'les Phillp also recovers scrap metal, alu- Web site, Mr Magwood noted
quickly over the Internet through Sun's Web movement is an especially attractive feature, minum and copper The company sold its sol- The Web sites eliminate reams of paper and
site Mr Kawamoto said "The volatility of stock id waste division in 1996 facihtate more timely responses from Rohm &

And, as part of the multiyear property/ca- of high-tech companies is something under- Mr Magwood said meeting face to face an- Haas that insurers will more likely see
sualty insurance program Sun hammered out wnters want to assess " nually with the company's underwriters, who throughout the year
last year, Sun is sending information on its Another hyperlink allowed the user to re- are based m Europe, is crucial to maintaining The setup also helps Rohm & Haas engi-
property locations and values electronically view Cisco's Securities and Exchange Com- a strong relationship with them neers and insurance inspectors worldwide
to its Insurers rnission fillngs But, that has become cumbersome in recent work more efficiently, said Joe Tarbell, an ex-

The insurers also have agreed to visit Sunt Additional icons directed underwriters to years In 1996, for example, he brought 10 ecutive vp for Willis Corroon in Boston and
Website for the company's latest press releas- other information about Cisco's business, boxes of matenal to the meeting the Rohm & Haas account executive

es and financial results Ms Harrington said management, brokerage team and the Web Traditional submissions are "as big as a They do not have to wait for someone locat-
the Web site provides much more information site phone book," said John Bugalla, the broker ed several time zones away to answer ques-
than typically is included in underwriting "We said, 'Fill in the blanks, and we're who directed the CD-ROM submission pro- tions about a site They can access the Web
submissions ready to go, Mr Kawamoto said ject sites as early as they need to in their work-

Sun, though, lS not providing its insurers Ms Hair was left with only Alling in proprl- "Some people think the Internet will take days
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Global Briefs Violence not rattling risk managers
By MARIA KIELMAS self-government though 11; lS officially part erybody, but there have been a lot of terror-

Reliance National Insurance Co. (Eu- of France Separatist groups have been ist acts there for 20 years The attitude of
rope) Ltd., a subsidiary of Reliance European risk managers are determined waging a 20-year bombing campaign, the French is whether to decide to go on
Group Holdings Inc of New York, has to stay calm amid signs that violence on the though it mainly has been directed aga.nst holiday in Corsica or not," said Louis
joined the Institute of London Under- continent could be on the increase public buildings and never at individuals Habib-Deloncle, president and chief execu-
writers, which represents non-Lloyd's Recent killings in Corsica and Spain, ris- The recent killing of the official, howev- tive officer of Paris-based political risk in-
marine, aviation and energy underwrit- ing tension in the Middle East and in- er, is said to have been perpetrated by a surer UNISTRAT Assurances
ers in London Reliance National (Eu- creased activity by organized crime are fo- previously unknown group calling itself Insurance against physical damage and
rope) will begin underwriting marine cusing corporate attention on exposure to Sampieru No one knows if this group is po- business interruption caused by terrorist
hull, cargo and energy and excess-of- risks litically motivated or connected with orga- acts is generally available as an endorse-
loss business from the ILU beginning At the same time, risk managers and po- nized crime or drugs dealers Similar prob- ment to property policies in most European
Feb 23 Carl Bach, managing director of htical risk experts acknowledge that the lems with identifying the source of attacks countries
Reliance National in Europe, said the lines between political terrorism, organized exists throughout Europe The only exception is the United King-
move "will strengthen both our own and crime and drug and arms dealers are be- Despite government concern, the expo- dom, where losses from bombing campaigns
the ILU's position in the evermore c oming increasingly blurred and hard to sure to private companies is not expected to 5y the Irish Repubhcan Army have caused
competitive world of marine insur- discern As a result, identifying the source increase as a result of the killing in Corsica terrorism risks to be excluded from proper-
ance Standard & Poor's Corp has of threats to European companies and their "I don't think so," said Thierry Van San- ty policies Companies with operations in
assigned an A claims-paying ability rat- employees is becoming more complicated ten, head of risk management at Paris- the United Kingdom can buy a specific pol-
ing to Norwegian marine and energy in- In France, authorities are worried about based foods conglomerate Groupe Danone ley for terrorism risks through London-
surer Zurich Protector Forsikring AS, a the possible increase of violence after the "Corsica is a very specific long-term prob- based Pool Reinsurance Co Ltd, which
unit of Zurich Insurance Co S&P said government's most senior official on the is- lem This iS the first time there has been was created by the U K government in
the ratings reflect ZP's niche position m land of Corsica, Claude Erignac, was shot terrorism against people We think some 1993 Pool Re's premiums are collected b>
Norway, its strong level of capitaliza- and killed Feb 8 The island, a popular va- groups in Corsica are becoming more ag- direct insurers and ce(led to the reinsurance
tion, and a good operating performance, cation spot about 50 miles off the Mediter- gressive " pool
offset by its exposure to volatile earn- ranean coast of France, has an element of The shooting "has been shocking for ev- See Terrorism on next page
ings and strong reliance on group rein-
surance Willis Corroon Group P.L.C.
has recruited two executives to its Glob- Consolidation
al Financial Risks division set up at the U.K. employers
start of the year Richard Brickwood has
loined from the client service division hits Scandinavia
of Marsh & MeLennan FINPRO to as- shifting pensions
sume responsibility for developing fi-
nancial institution business within the Market activity'long overdue': Analyst
United Kingdom and Europe, and By EDWIN UNSWORTH
Debra Willets has joined from the Lon- By GERARD O'DWYER
don-based special risk services team at LONDON-More U K employers are offering retirees de-
Aon Group Inc Sedgwick Group Growing interest by foreign companies has led to a series of merg- fined contribution pension plans, which may give companies
P.L.C. has shed 90 people as part of ers and acquisitions in Scandinavia's insurance market, and ana- greater certainty amid changes in government pension policy,
streamhning efforts at its U K insur- lysts expect the trend to continue according to the National Assn of Pension Funds
ance and reinsurance operations Chief Consolidation in the Nordic insurance market has been triggered A recent NAPF survey of 613 public and private employers
Executive Rob White-Cooper said the by international insurance groups that view such deals as a cost-ef- operating 833 pension plans with total assets worth more than
costs of the redundancies will be met ficient way to gain a foothold in the region £370 million 1 $604 2 million) found more employers are offer-
from profits on the recent sale of two While foreign companies such as U S -based broker J&H Marsh & ing defined contribution plans in place of traditional defined
underwriting agencies in the Nether- McLennan Inc have purchased several Nordic brokerages, the re- benefit pensions
lands New York-based Metropolitan gion's insurers also are seeking other domestic companies to buy Ann Robinson, the NAPF's director-general, said that em-
Life Insurance Co and Pams-based AXA "What is happening has been long overdue There are too many ployers tend to contnbute less per employee in defined contri-
Group have formed MAXIS, a global small players in the Nordic non-life insurance market, and many bution plans than under defined benefit plans, with the result
employee benefits network comprising have now realized that to survive, they must find allies, acquire or that less may be available for employees' retirement
insurers from more than 50 countries seek to secure their operations by selling out to domestic or inter- Employers Increasingly prefer defined contribution pensions
MAXIS aims to provide benefits and ad- national groups," said Karl Sundstrom, a senior M&A analyst with because they allow an employer to determine its likely pension
ministration services to multinational the Finnish investment group LR Europe in Helsinki costs more easily than under defined benefit plans at a time
clients, MetLife and AXA said in a Among the recent acquisitions is a strategic takeover by J&H when the U K regulatory environment is becoming more un-
statement Through multinational pool- Marsh & MeLennan of Bonnor & Co A/S, Denmark's second- certain, according to Ms Robinson
ing, MAXIS partners will aggregate the largest broker Uncertainty first was generated by the Pensions Act 1995,
experience of a client's benefit plans in "We are now part of a major dynamic group and certain to play which increased the costs of administering pension funds, and
two or more countries, generating an important role in J&H Marsh & MeLennan's plans for the Norllc increased with the abolition last July of tax relief on dividends
economies of scale, reduced risk and ad- region," said Bonnor Chief Executive Officer John Bonnor earned by pension funds, which reduced the ultimate earnings
ministration charges, and passing on The merged company will be called Bonnor Marsh & MeLennan, of the funds

savings to the chent in the form of an in- and Mr Bonnor will be ltS chief executive officer Bonnor's rev- The NAPF says pension fund managers now are concerned
ternational dividend The London- enues are about 400 million Danish kroner ($58 million) on behalf about what measures might emerge in the budget the U K
based insurer of Cebu Pacific Air Sky- of some 450 companies The company's headquarters are in Copen- government will propose next month Ms Robinson said em-
liner Services Corp will pay all claims hagen ployers are particularly concerned that Chancellor Gordon
from an air crash into a Philippines J&H Marsh & MeLennan also has focused on the Finnish market, Brown might try to increase the tax payable on funds' capital
mountain Feb 2, an spokesman for the paying an unspecified amount Jan 12 for all shares in Helsinki- gains

Manila-based airline said He would not based Interbrokers Oy, the third-largest broker in Finland, with See NAPP on page 22
identify the insurer Compensation for See Consolidate on page 21
victims' families will be calculated indl-

» l

vidually One hundred and four people 
died when the airliner crashed into

Mount Sumagaya, only minutes from the
Cagayan de Oro airport, 500 miles south

i U.K. group suggests spill assessments
of Manila, Philippines Liability B
claims from the February 1996 crash of b Compensation fund opposes idea from government-appointed committee
a Birgenair Boeing 757 near the Dommi-
can Republic (BI, Feb 12, 1996) were t, By EDWIN UNSWORTH
settled this month with families of Ger-

man victims Families of 148 victims will LONDON-An oil spill compensation

receive minimum payments of 107,000  fund opposes a recommendation that it or .-r 1 11 1. :I.-1deutsche marks ($59,085), which would S the responsible parties should pay to set
make the total settlement value at least SE up "Impact Assessment Groups" for all

N -4-

$8 7 million Seattle-based Boeing Inter- 8 future spills in Britain T· 8
t

national Inc and other parties have 4 The U K government-appointed Sea 1 r'h M,A]" %
reached agreement to settle most of the i Empress Environmental Evaluation ' 3 ; '4 ' t., b .,a .* f',t
German claims, a Boeing spokesman . Committee says in its final report pub-
said Details are still under discussion, ·  lished this month that the International 4 - l: /4.11='.11» Bhe said A representative for the victims 2 Oil Pollution Compensation Fund should 8 Iia,*nt " '! -
said 20 families without lawyers would = consider "the possibility of funding prop- .
have to renegotiate to get more than the erly designed and coordinated environ-

b *44

35,000 deutsche marks ($19,327) already . mental impact assessments following ma-
paid to all victims' families from Birge- 4 lor tanker spills " If that effort fails, --
nair's insurers Most of the 189 victims however, those responsible for any future *4 +U//ildAM<&44
booked their flights with Hamburg, Ger- spill should be responsible for the costs of
many-based Oeger Tours Oeger was not such assessments, the report says PHOTO AFP

involved in the settlement, a spokesman Members contribute to the London- Oil tanker Sea Empress, center, spilled more than 20 million gallons of crude oil as a

for the tour organizer said See Oil spill on page 22 result of running aground in February 1996 near a refinery at Milford Haven, Wales.
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Terrorism There was a perception that this rorism insurance from a state-
only happens in London," Mr Lucas owned relnsurer of last resort, Con- Canceled match
said sorcio de Compensacion de Seguros

Continued *om previous page There have been fears that any re- Kidnapping and ransom Insur-
"We buy various global policies newed mditary action by the West ance is available, but it is frowned a sticky wicketand arrange a specific terrorism against Iraq could triggera bombrng upon by some European govern-

cover, which backs into the Pool Re campaign m London by Middle East ments that contend it increases the
In Europe we maintain exlstlng terronst groups rlsk of kidnappings for organizersbusiness interruption arrange- Mr Lucas said it is impossible to "This is a gray area (K&R cover-
ments," said Scott Hobson, group determine if there currently is a age) is not forbidden, but lt lS nOt
insurance strategy manager at Farn- gleater demand for terronsm cover- authorized" in Spain, said Mr Al- By MATTHEW MacDERMOTT refunds from the abandoned match
borough-based aircraft manufactur- age because of rising Middle East varez will cost the WICB £900,000 ($1 46
er British Aerospace PLC tension Similarly, in France companies KINGSTON, Jamaica-Organiz- milhon)

As British Aerospace works on Terrorism by Middle East groups, are not allowed to buy K&R insur- ers of an International cricket Mr Ticehurst said the WICB

many government contracts, the though, histoncally has not caused ance for employees based in the match face financial losses and pos- would have to absorb some losses
company maintains specific secunty much physical damage in the Umt- country, though they may buy the sible legal action as a result of the from the abandoned match, such as
arrangements against terrorist ed KIngdom coverage for employees who are cancellation of a I ecent Test match hospitality facilities, catering, staff
threats "A lot of our activtties are "Virtually all the bombings were based abroad The same applies to because of a dangerous playing sur- and program costs, but he said he
subject to governmental considera- IRA-related, with the exception of a foreign-owned companies face thinks much of the ticket refunds
tions as well as havmg to look after June 1994 bomb at the Israeli em- "The law is not in favoi of this be- It was the first time in the 120- would be very largely diminished
our own We have security experts bassy in London," Mr Lucas said cause it is seen asakind ofincen- year history of international cricket by the reschedulement," as new
who haise with government as the In Spain, the Basque separatist tive A group will attack if they that an international match was tickets would be sold for the
threats change," Mr Hobson said group ETA has been conducting an know they can get away with it," abandoned because of the danger- Trinidad match

Continued killings m Northern ongoing campaign of assassinating said Mr Van Santen of Group ous state of the playing surface, ac- However, the WICB faces further
Ireland have raised fears in the local officials belongmg to the gov- Danone cording to a statement by David financial loss in the form of a rebate
Umted Kingdom that ongoing Insh erning Partido Popular party and Security experts stress that in to- Richards, chief executive of the to its principal sponsor, Bntish
peace talks could be leopardized and those from the public authorities day's Europe it is increasingly diffi- London-based International Crick- telecommunications company Ca-
that the UK mainland again could Recent killings have triggered large cult to tell what kind of group is et Council, the game's governing ble & Wireless PLC of London
be subject to a protracted IRA public demonstrations against the threatening who and why body Cable & Wireless is halfway
bombing campaign ETA actions in the northern town of "One of the problems is that all of West Inches Cricket Board offi- through a six-year, $2 1 milhon an-

Nevertheless, because a Northern San Sebastian and the southern city the standard guidelines to identify cials were unavadable for comment, nual sponsorship contract with the
Ireland cease-fire held throughout of Sevtlle these groups have gone Since the but a specialist sports insurance WICB
1997 and Pool Re did not suffer any Spanish corporations new the end of the Cold Wai, the ideological broker said the unusual circum- Sonny Peart, marketmg and com-
losses, the facility's policyholders nsk of ETA terrorism as an ongomg basis and state backing (for terror- stances of the abandonment of the munications manager of subsidiary
wlll receive a rate discount this year, concern, though their employees ism) has gone A lot of groups are m- Test match last month in Jamaica Cable & Wireless West Indies Ltd
said Leshe Lucas, chief executive of- face a greater exposure than busi- volved with drugs or weapons deal- between cricket teams representing of Grand Cayman, said Cable &
ficer of the terronsm insurance pool nesses ing The situation is much mole the West Indies and England means Wireless would apply for a rebate

Pool Re divides the United Kmg- "The threat is the same as it has complex, and it's very murky," said lt lS unlikely the WICB will have on its sponsorship as a result of the
dom into four risk zones zones A been for the last two years," said Pe- Alison Jameson, a Perugia, Italy- coverage for resulting lesses
and B are mainly London and other dro Lasso, director general of Acide- based consultant in organized crime Sporting olganizers can insure
large cities and, thus, face a higher ka SA, a Bilbao-based chemicals and pohtical terronsm themselves against "anything out- Trn not sure if you could
rlsk of terrorist attack, Zones C and company "The threat is not so much One of the more mnister develop- side then control," noted Jonathan
D are the remalmng areas and are at against the compames but against ments on the terronsm front has Tieehurst, director of sports insur_ ever insure against a
lower rtsk Pool Re's rates rn zones A businessmen," he noted been a recent upsulge in kidnap- ance at London-based Windsor In- pitch not being properlyand B have been cut by 20% this The ETA has perpetrated a kid- pings in Italy after a long period of surance Brokers Ltd But the
year, while rates for nsks m zones C napplng and extortlon campaign calm preparation of a suitable playing prepared,' says
and D have been cut by 40% against individual businessmen for This has caused considerable surface, known m encket as a pitch, Jonathan Ticehurst.

The terrorism insurer's greatest nearly 20 years alarm as Italy has a law that forbids was something the WICB could
losses occurred in 1996 with the IRA It is an issue, and you have to the payment of ransoms and also control, he said
bombing of Canary Wharf in Lon- consider it as a risk that you have:o outlaws kidnap and ransom insur- You could insure against the
don's commercial district and an- manage," said Ramon Alvarez Pe- ance In the 19704 before the law weather or even if the pitch was abandonment despite the resched-
other bombmg that destroyed a drosa, msurance manager for Repsol was enacted, there were about 85 re- vandalized, but I'm not sure if you uling He would not disclose the
large part of the Manchester city SA,a Madrid-based 011 and petro- ported kidnappings annually, Ms could evel insure against a pitch amount of the rebate being sought
center chemicals company Jameson noted Some of these were not being properly prepared," he "In our contract with the WICB,

"Manchester was a big shock Spanish companies can buy ter- done by leftist groups like the Red said "I don't thmk they (the WICB) there is a provision for such an oc-
Brigade, while the malority are at- would have any cover " currence We are entitled to a par-
tnbuted to the Mafia T_m Lamb, chief executive of the lial rebate of sponsorship money for

Kidnapping in Italy was never a England & Wales Cricket Board, the series if any game is abandoned
Services Guide lucrative occupation, however, and said the Jamaican abandonment within two days"

the rate of kidnappings declined as was a "very comphcatec situation " The WICB is also facing potential
many groups chose instead to go He said the EWCB has an insur- legal action fi om Enghsh travel op-
into drugs and weapons smuggling, ance pohcy to cover the nsk of can- erators that organized tours for En-

CPCU :45ates INSPECTIONS AND AUDITS
she said cellations due to adverse weathei glish cricket supporters to attend

"You don't want the authorities but said he was "unsure" about the match
"The Best m Service, Quality & Pricing

I guarantee you mil team more,nless time with For Over 15 Years" looking for a hostage m the moun- whether lt would be protected for Mr Lamb of the EWCB said be-

The Burnham System - or your moiey back tams when you are settrng up a little abandonment due to an unsuitable tween 800 and 900 English cricket
Ray Burnham CPCU CLU ARM TECHNICAL INSURANCE SERVICES

herom refinery," she added pitch supporters attended the abandoned19 Everett Street Southbridge MA 01550 1-800-557-1147

But for unknown reasons there
Call 1-800-GET-CPCU Now' VISIT OUR WEBSITE Last year, one day of no play and match in Jamaica

www tisinspects com was been a resurgence of kidnap- two days of partial play due to rain The EWCB's designated tour op-
pings, with some demanding ran- at an England vs Australia cricket erator, London-based Sports
soms as high as 50 bzlion lire ($27 9 match in London cost the EWCB Abroad Ltd , had 60 supporters at
milhon) and its insurers £1 3 million ($2 2 the abandoned match

Publishing in Ms Jameson said tne threat of vi- million) in ticket refunds (BI, July Mr Lamb would not comment on

olence in Europe has become even 14, 1997) the possibility of legal action fromBusiness insurance® more alarming as gangs from East- The abandoned ma-ch in Ja- supporters, but he said tour opera-
ern Europe's underworld work to- maica, which had been scheduled to tors had made it clear they are "not
gether with organized cnme rmgs in last five days, was the first of a five- in any way responsible "

-Mih-*Sth- Western Europe match Test series between the West International Travel Connection

C Risk Management Services 7 Kidnapping and extortion is a Indies and England being hosted by Ltd of Chester in northwest Eng-
danger for corporate executives es- the West Indies from January to land had about 100 supporters at( Directory: Risk Management ]) pecially m Eastern Europe today March the match through ltS two sub-

Consultants But it is important to recognize The match was being played at sidiary companies ITC Sports LtdAd-£1*SLMmiL4,1 the difference among vanous fae- Sabina Park in Kingston, Jamaica, and Camibean Connections Ltd,
' tions of organized crine m Eastern but was abandoned after only 66 both of Chester

Europe, said Mr Habib Deloncle of minutes of play on the first day, An ITC spokeswoman said it was
UNISTRAT Jan 29i too early to say if there would be,Ap,H Gth "There are the mafias which con- The pitch clearly was underpre- any legal action against the WICB

pdnefits: PensionsIRetirement Plins - trol large sectors of industry Even pared, and ltS cracked and corru- from disgruntled English support-
before (the Bolshevik revolution of) gated surface created uneven and ersDrectory: 401 (k) Plan Administrato¢s 1917, large families or clans con- dangerous bounces for the ball "I thmk supporters will wait un-

Cloung: Mank trolled products such as iron and 011 England batsmen received blows on til they get back home before decid-
They have been part of the industry the hands and arms on six separate ing if they want to take it any fur-
and family structure for 75 years, occasions ther "

Call Now To Reserve Your Space! Mr Habib Deloncle said "That has Umpires and team captains She said the ITC would do every-
nothing to do with the Azeri and agreed to abandon the game on thing it could to help its clients and

(312) 649 - 5340 Uzbek criminal gangs who burst safety grounds had started seeking legal advice in
, into shops and shoot people," he The WICB, the series organizer, the event of supporters wanting to

added moved quickly to preserve the five- seek damages from the WICB
For advertising information contact Cheryl Adeszko, There is a 1mut to what the insur- match series by rescheduling the "We understand any claim would

Classified & Services Guide Advertising, 740 Norlh Rush Street, Chicago, Illinois 60611 ance industry can offer as protec- abandoned Jamalcan match for have to be pursued m a Jamaican
Telephone (312) 649 5340 · Fax (312) 649 7937 tion against terrorism, said Mr De- Port of Spain, Tnnidad, on Feb 5 court, which would be a slow pro-

loncle Newspaper reports claim ticket cess," she said [all
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Nordic Pohiola, a stake the company Intends him with two mam concerns the pos- tanker 011 spill, an environmental Im-
to divest m 1998 Oil spill sibility of estabhshing a pnnciple of pact Assessment Group shouldbe set

-While the deal is pendmg, Suomi malang tanker operators pay for such up to examine such things as the con-
Continued from page 19 agreed not to sign on any new poh- Cont:nued from page 19 studies, and that the practice could centrabons of 011 m the environment,
revenues of $21 milhon Cles, in return for a one-time 54 mil- based IOPC fund m proportion to the become a general rule in other coun- the fate of the 011 over time, the envi-

Also in January, M&M completed licn Finnish markka ($98 milhon) amount of 011 they import The IOPC tnes ronmental euects and cleanup re-
its acqulsition of Stockholm's Max cash payment from Pohiola is an international fund that compen- A spokesperson for the Department sponses
Matthiessen AB, Sweden's largest 'The deal wll help give our non- sates signatory countnes if they suffer of the Emnronment, Transport and The report says that while Bntam
insurance broker Max Matthiessen hfe business greater size, bolstering environmental damage from an off- the Regions said the government lS has contingency plans at national and
had premium volume of 2 bllhon our abulty to offer more competitive shore 011 spill considenng the report's recommenda- locallevels for responding to 011 spllls,
Swedish kronor ($247 8 milhon) in products m a more aggressively However, IOPC fund Director Hans tions and expects to respond in the there are no comparable response
1997, while revenues for the year pnced market," said Pohiola CEO Jacobssonsaysthefund hasnollabil- sprng plans for assessing environmental im-

rose 5% to 200 milhon Swedish kro- Ilio Viinanen "The vast bulk of the ity for costs associated with environ- The report, "The Environmental pact Therefore, a key feature of the
nor ($24 8 milhon) The broker em- acquisitions activity in the Nordic mental impact studies after an 011 Impact of the Sea Empress 011 Spill," groups is that they would be set up as
ploys 230 people region is motivated by the need to spill He said the IOPC is Lable for the concludes that after every senous See Oil spill on nartpage

Shares in Max Matthiessen were improve competitiveness," he added financial consequences of a spill, such
bought from the company's Sigmflcant acquisitions in 1997 in- as pollution damage and cleanup, but
founders, the Groth family, which volved Germany's Hannover Rem- not for the costs of a study into the
held 50%, management and employ- surance Co 's takeover of Skan(lia consequences of the spill

UNITED STATES BANKRUPTCY COURT

FOR THE SOUTHERN DISTRICT OF NEW YORK

ees, 25%, and U S broker Johnson & International Insurance Co 's rein- The fund is waiting to see what
IN RE

Higgins, 25%, which Marsh & strance submchary, followed by the happens If the recommendation lS
MeLennan Cos Inc has since ac- opening of two new representative implemented and the IOPC does not Petition of Gareth Howard Hughes. Nigel CASE NO 94-8 41329 (CB)

quired The U S broker's interest in offices in Stockholm and Gothen- fund the assessment groups, tanker James Hamilton and Jacqueline Barbara
Stephenson, as Joint Provisional Liquidators

operators could look for their protec- of Municipal General Insurance, Limited

bon and mdemnity clubs, which pro-
Debtor in Foreign Proceedings

'The vast bulk of the acquisitions activity
vide much of the liability insurance of
ship operators, to meet the costs PRELIMINARY INJUNCTION ORDER

in the Nordic region is motivated by Lloyd Watlans, secretaty of the In-
ternational Group of P&I Clubs, said

This matter has come before the Court on the above Petmoners request for a Preliminary Injunction
Order pursuant to Bankruptcy Rule 7065 and Federal Rule of Civil Procedure 65(b) The Court (a) has

the need to improve competitiveness,
,

the clubs need more time to study the considered and reviewed the Petition filed in this case, the Aflidavit of Ronald DeKoven. Petitioners' for-
report's assessment group recommen- mer counsel, the Declaration of Gabriel Moss, QC, the Declaration of Gareth Howard Hughes. the

says liro Viinanen of Pohjola. Affidavits of Jacqueline Barbara Stephenson, one of the Petitioners herein, and the Memorandum of Law
dabon beforemakmg a specifle com- In support of the application, and any responses filed thereto and (b) the Court has further considered
ment and reviewed the Limited Objection of Michigan Municipal Risk Management Authority to Continuation of

However, he said P&I clubs meet Preliminary Inlunction Order dated November 17,1996, the Supplement to Limited Objection of Michigan

their members' legitimate legal habil-
Municipal Risk Management Authority to Continuation of Preliminary Injunction Order dated January 30,
1996 and all other pleadings or other materials filed or submitted in thus case, and the Court has held hear-

talnng a majority stake m Max burg, Sweden ity costs, and if the recommendation Ings and heard arguments by counsel on the 29th day of March, 1994. the 27th day of July. 1994, the Bth
Matthiessen was sparked by the The Stockholm office, Inter Han- became a legal requirement that

day of December, 1994, the 11 th day of April, 1995 , the 31st day of January, 1996, the 31st day of
January, 1997 and the 30th day ot January, 1998, and based on the foregoing, the Court finds and con-

Johnson & Hlggms takeover nover Stockholm Aviation Branch, tanker operators fund the IAGs, "then cludes as follows
On the msurer front, Stockholm- wlll operate under the wing of Han- obviously the clubs would have to 1 Petmoners have demonstrated a substantial hkelihood of success or have raised serious questions

on the merits of the contentions that (a) Municipal General Insurance Limited CMGI") is subject to "for-
based Lansforsakrmgar A B signed nover Re's Bntish subsidiary Inter- give consideration to meetmg that le- eign proceedings" within the meaning of Sections 101(23) and 304(a) of the United States Bankruptcy
a letter of Intent Jan 20 to acquire national Insurance Co of Hannover gal responsibility" Code (the «Bankruptcy Code), 11 USC §§ 101 ai ag, (b) Petmoners are the "foregn representatives"

and merge WASA Forsikring of and wlll speciallze in aviation rem- However, thls inevitably would add °l MGI within the meaning of Sections 101(24) and 304(a) of the Bankruptcy Code, (c) (1) the com-
Stockholm mto its group orgarnza- surance operations The reinsurance to increased P&I contributions for

mencement or continuation of any ludicia[, administrative or regulatory action or proceeding against MG[,
any 01 its property m the United States, or any proceeds thereof, (11) the enforcement of any judicial,

tion, which comprises insurance and operations and staff within Skan- ship operators, particularly if other administrative or regulatory judgment. assessment or order, and the commencement or continuation of
venture capital associates, and stock- dia's aviation and space division countnes followed the United King- any ludicial, administrative or regulatory action or proceedings, to create, perfect or enforce any lien, set-

holdings in more than 340 Swedish hape been transferred to this new dom's lead
otf or other claim against MGI, any of Its property In the United States, Or any proceeds thereof, and (111)
the drawing down of any letters olcredit established by MGI in excess of what is expressly authorized by

and Internatlonal compames unlt Daghnn Lunde, managing director the terms of the contracts and any related trust or other agreements pursuant to which such letters of
The deal, expected to be complet-

credit have been established, should be enjoined' pursuant to Section 304(b) of the Bankruptcy Code toThe second Swedish branch office of the Oslo, Norway-based Interna- permit the expedmous and economical administration of the foreign estate m the pending proceedings
ed at the end of March, w111 raise K711 operate directly under Harmover tional Assn of Independent Tanker brought under toreign law (except as otherwise expressly provided in the decretory paragraphs of thus
LF's premium volume 10 9 bilhon Ruckversicherungs AG, handhng Owners, said there had been no op- Order), and (d) the relief provided herein will not cause hardships to parties that are not outweighed by
Swedish kronor from 27 billion reinsurance operations in connection portunity yet for the 264-member

the benefits

2 Unless an Injunction is issued,it appears to this Court that one or more parties in Interest will trans

Swedish kronor (to $1 35 bilhon with the Lfe assurance market This group to dscuss the repOrt's reCOm- fer, relinquish or dispose of assets of MGI in the United States, or proceeds thereof, commence or con
from $334 8 milhon) division Mll do business as Han- mendation Nnue the prosecution of judicial administrative or regulatory actions against MGLits assets, or proceeds

In Sweden, Trygg-Hansa A B nover Re Stockholm Branch [1 However, he said Initially it leaves
thereof, or draw upon letters of credit established by MGI A excess of the amount to which such parties
are contractually entitled, thereby interfering with, and causing harm to, the Petitioners' efforts to admin-

bought Norwegian non-hfe mutual ister the MGI estate pursuant to the foreign proceedings, and that, as a result, the Petitioners will suffer

insurer Rutebilelernes Forsikrings-
Immediate and irreparable Injury for which they will have no adequate remedy at law (except that the
authority granted by this Court to continue certain litigation only as set forth in the decretory paragraphs

selskap, which speciallzes in com- i L
below will not cause such harm)

mercial auto insurance for bus and 3 Unless the Injunction (to the extent provided below)Is Issued, Pet,tioners will be unable to acquire
sulficlent Information about pending and potential littgations against, and U S assets of, MG! to properly

truck operators Rutebileiernes wlll
do business as Trygg-Hansa For- MM MORRISON, MAHONEY & MILLER protect the interests of MGI in the United States, resulting In the further depletion of MGI's limited assets

4 The Interest of the public will be served by this Court's grant of the relief provided herein

sila·ing AS and wtll have an estunat- 5 Venue is proper in this district pursuant to 28 USC § 1410

ed 1997 premium volume of 86 8 mil- #&M COUNSELLORS AT LAW NOW, THEREFORE, IT IS

lion Norwegian kroner ($114 mil-
ORDERED that all persons (except as provided In the New York Superintendent Order) are hereby

enjoined and restrained from

hon) (1) transferring, relinquishing or disposing of any property of MGI in the United States, or any pro-

Across the Baltic Sea m Fmland, IS PLEASED TO ANNOUNCE THAT ceeds thereof, to any persons or entities other than Petitioners,
(2) commencing or continuing any judicial, administrative or regulatory action or proceeding against

mutual insurer Suomi Oy sold its MGI, any of its property In the United States, or any proceeds thereof.

hfe/health subsidiary Salama Oy to (3) enforcing any judicial, administrative or regulatory judgment, assessment or order, or commenc-

Pohjola Group in a cash deal valued ANDREW IAN DOUGLASS Ing or continuing any act or any judicial, administrative or regulatory action or proceeding, to create per-
fect or enforce any lien, set off or other claim, against MGI, any of its property in the United States, or any

at 537 3 milhon Finnish markkaa proceeds thereof, and

($97 7 milhon) Suorni holds 40% of
(4) drawing down any letters of credit established by MGIin excess of what ts expressly authorized

by the terms of the contracts and any related trust or other agreements pursuant to which such letters of

HAS JOINED THE FIRM AS A PARTNER IN credit have been established and It is further

ORDERED that nothing In thus Preliminary Injunction Order shall in any respect prevent the cont,nu-

ADVERTISER '
OUR BOSTON AND PROVIDENCE OFFICES. ance or commencement of proceedings against or involving other London Market Insurers or any other

insurance company defendant, and it ts further
ORDERED that, pursuant to Bankruptcy Rule 7065, the security provisions of Fed R Civ P 65(c) be,

and the same hereby are, waived, and It Is further

INDEX
MR. DOUGLASS PREVIOUSLY SERVED AS ORDERED that, notwithstanding any other term of this Order, the action entitled Michlaan Munic,Dal

SENIOR VICE PRESIDENT AND GENERAL COUNSEL Risk Manaaement Authontv v Munic,gal General Insurance Comganv, Wayne County Circuit Court Case
No 94 400330 CK, Is permitted to proceed, but this provision shall not be construed to permit enforce-
ment 01 any judgment obtained by Michigan Municipal Risk Management Authority ("MMRMA") in theTO THE ST. PAUL COMPANIES, INC. immediately above-referenced Michigan action against MGI or any of MGI's property located m the United

Issue of February 23
States, and it ts further

ORDERED that this Order shall be served (A) by hand delivery or U S mall, first class postage pre-

ADVERTISER PAGE # HE WILL CONCENTRATE HIS PRACTICE IN THE FIRM'S paid, on or before February 9,1998 upon the parties in Interest appearing In this case (or their counsel,
where known), (B) by publication of a summary of this Order In Business Insurance Maiazine on or before

Burnham Systems 20 CORPORATE, INSURANCE, REGULATORY AND March 21, 1998, and that service pursuant to this paragraph shall be deemed good and sufficient service
and adequate notice, and It is further

Business Insurance 16,24 EMERGING BUSINESSES PRACTICE GROUPS. ORDERED that the time to answer or move with respect to the Petition is extended 288 01£ but that

Guy Carpenter & Company 13
parties wishing to move for moditication of or relief from this Preliminary Injunction Order or otherwise may
do so in accordance with the schedule set forth by the Court herein and in any subsequent Scheduling

Carvill America, Inc 14
Order entered by the Court in this case, Drovided, hQ¥LOvEr. thal, notwithstanding any other provision of

250 SUMMER STREET ONE PROVIDENCE this Order, MMRMA shall have the nght to a hearing on a motion to this Court for modification of or relief

Conning & Company 10-11 from this Preliminary Injunction Order on ten (10) days' notice to the MG[ attorney specmed in the last

BOSTON, MASSACHUSETTS 02210 WASHINGTON PLAZA decretory paragraph thereof, and :t is further
GAB Robms 9 ORDERED that thus,nunction shall remain m effect pending further order of the Court after a hearing

617-439-7537 PROVIDENCE, RHODE IsLAND 02903 to consider whether the Inlunction shall be continued, which hearing,s scheduled to be held In Room 601
General Accident Insurance 6-7 01 the Alexander Hamilton Custom House, One Bowling Green, New York, New York on January 29, 1999

Lexington Insurance 28
401-621-4685 at 200 pm, and it is further

ORDERED that all papers submitted for the purpose of controverting the Petition or opposing con

Wm H McGee & Co, Inc 4
tinuation of the relief provided for In this Preliminary Injunction Order shall be filed with the Court with a
copy to Chambers and debvered by overnight mail or so as to be received by Peabody & Arnold, 50 Rowes

Momson, Mahoney & Miller 21 e-mail: adouglas@mail. mm-m. com Wharf, Boston, MA 02110 (attention Deborah S Griffin or Randolph L Smith), Attorneys for Petitioners,
on or before January 14, 1999 at 5 00 pm

NCCI 12 Visit our website at: morrison.mm-m. com Dated New York, New York

January 30,1998

Peabody & Arnold 21 Cornelius Blackshear

BOSTON, MA , NEW YORK, NY, SAN FRANCISCO, CA , LONDON, ENGLAND
Techmcal Insurance Services 20 United States Bankruptcy Judge

TOA-Re 15
RAYNHAM, MA ' SPRINGRELD, MA • WORCESTER, MA • YARMOUTH PORT, MA

'Petitioners' request for relief, and the terms of this Order, are subject to the provisions of any tem

Wausau Insurance Company 5
GRAND RAPIDS, Mi • SOUTHFIELD, MI • PROVIDENCE, RI • HARTFORD, CT porary restraining order or order 01 conservation obtained by the New York Superintendent of Insurance

(the "New York Superintendent Order")

1
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Claims the results of the audits ofindividual Sen Solls said "On the llth we are Updates
adjusting locations," Mr Woodward going to put the screws to the msur-
said m the analysis, conducted at the ers Insurers are avoiding their re- Illinois set to revise tax

Contlnued*om page 3 request of the AIA sponsibility to pay benefits on time,
compared with 137 m 1991 and 85 in "One cannot generahze from the and the employers agree " SPRINGFIELD, Ill-Illmois insurance officials wlll ask lawmakers
1992 aggregate audlt stabstles to gauge the While Mr Carmody said the ACIC this spnng to approve a restructured plan for taxing all insurance com-

This is most hkely due to budget performance of insurers, employers supports "any and all efforts by the panles and health mamtenance organizations
cuts that have reduced the division's and third-party admmistrators, let committee to review the problems The restructured plan would spread premium taxes more broadly
staff, Sen Sohs' background paper alone the entire system The audlt facing mlured workers and employers among compames providing coverage in the state, imposing a 04% pre-
pointed out statistics are not representative of the who must deal with the system," the rmurn tax on all health msurers and HPIOs and a 0 5% tax on all other in-

"The division has a staff of 23 pro- workers compensation system as a background paper prepared by Sen surers

fessional auditors to cover approxi- whole even though the Senate Analy- Soils' staff for the heal·lng "seems to It is up to msurers to decide whether to pass any h*er costs on to cus-
mately 625 potential auditing sub- sis assumes otherwise," the CWCI re- focus entirely on a misperception of tomers, but no large impact is expected, an Illinois Insurance Department
Jects The dlvision has lost a total of view states the audit process and conveys opin- spokeswoman said
approximately nine auditors from the Chargmg that the lawmaker is bi- ions that do not appear to be support- The new system would replace a 2% "pnvilege" tax on premiums wnt-
various budget reductions since ased against Insurers, the Assn of ed by the facts," he said ten by non-Illinois insurers, which the Illmois Supreme Court ruled un-
1992," the paper said 'In 1996, the di- Cahfornia Insurance Cos, whose No employer representatives were constituttonal m October 1997 Ilhnols-domiciled msurers pay other types
vision audited less than 9% of the po- membership comprises mostly work- at the Feb 11 hearing to back Sen of taxes and fees
tential auditing subjects" ers compensation insurers, declined Soils' claims of havmg their support State insurance officials devised the plan during the past several

However, in an analysis of the Sen Soils' invitation to appear at the However, a spokeswoman for Call- months and "have now reached a consensus with the vast malonty of Ilh-
background paper conducted by the Feb 11 hearng formans for Compensation Reform, nols msurers," Emols Insurance Director Mark Boozell said last week
San Francisco-based Cahfornia "Unfortunately, comments by you an employer coahtion based in Sacra- The proposed tax plan is designed to generate about $162 5 milhon an-
Woikers' Compensation Institute, a to a gathenng of applicant attor- mento, said its members have ex- nually for the state That is the same amount collected under the previous
research organization funded mainly neys have cast a pall over this pro- pressed concerns about insurers' system, he said The now-illegal pnvilege tax accounted for about $125 2
by insurers, CWCI President Edward cess and needlessly converted the claims-paying habits milhon of that

C Woodward asserts that "the cur- hearing into an election year 'pep ral- Other hearing participants includ- The measure also would eliminate a valuation fee charged hfe insurers
rent stamng levels result from choices ly' for our adversaries," ACIC Prem- ed Casey Young, administrative di- and continue a retallatory tax for those insurers whose home states tax
made by the administrative director dent Barry Carmody wrote In a letter rector of the Division of Workers Illinois msurers at a higher rate
(of the Division of Workers Compen- to Sen Solls Compensation and spokesmen from
sation), not budgetary constraints " In a speech during the Cahforma the California Apphcant Attorneys Florida to review ABIG bids

Furthermore, "the purpose of the Apphcant Attorneys Assn 's winter Assn and the California Labor Feder- 1
Annual Audlt Report is to summanze meeting Jan 23 m Rancho Mirage, ation TAT.T.AHASSEE, Fla -The Flonda Insurance Department says it wlll

separately review competmg bids by Cendant Corp and American Inter-
national Group Inc to acquire American Bankers Insurance Group

Treatment cupational Therapy Assn of Cahfor- domg," Ms Pazell said Florida regulators rejected Cendant's request to consohdate the regula-
nia That, m tum, has meant cost-cut- Whether injured employees are re- tory approval proceedings Heanngs have been scheduled for March 17
ting m provider services turning to work faster remains un- on'AIG's apphcation and March 19 on Cendant's

Contznued from page 3 Consequently, there has been "m- known Insurers hkely would say, Meanwhile, the hght between the two bidders has grown nastler, with
now a statutonly authonzed adivity credible change," within therapists' "No, it has not," while medical Cendant suing AIG for cancehng Cendant's directors and officers habili-

' under the laborco-deaspart of the practices, Ms Pazellsald Insome'cas- providershkely would disagree, Mr ty coverage and AIG labeling Cendant undercapitalized and overlever-
' 1993 workers comp reforms rather es, quallty of care has been compro- Webb said aged m a letter to six state msurance commissioners

than competitive pressures," he said mised, and treatment has not been au- Laclang research, Ms Pazell said Cendant filed a breach of contract suit Feb 13 in federal court in

The amount insurers spent on occu- thonzed in situations where it should she does not know But she said that ' Newark, NJ, chargilhg that AIG subsidiary National Union Fire Insur-
pational therapy dropped to $1082 have been, she said as therapist workloads have grown ance Co of Pittsburgh, Pa, canceled Cendant's $25 milhon D&0 policy
milhon in 1996 from $126 5 million in But overall, closer insurer scrutiny and msurers have rejected more treat- in retallation for its bid for Amencan Bankers The suit claims an AIG of-
1995, according to the most recent has had a positive unpact, foremgoe- ments, it has become important foi ficial told Cendant's broker, Aon Risk Services Inc, that "he would be
data available from the California cupational therapists to streamlme workers to become their own advo- fired" rf he remstated the coverage, which was to go into effect Dec 17
Workers' Compensation Institute and improve their services while they cates, something she supports AIG officials have said the pohcy was canceled for late payment of an

The competition for employers' dol- continue dellvering quallty care, Ms "They have to be more empowered $850,000 premium
lars has been very intense in Callfor- Pazell said to really question their own care and Cendant also has amended a lawsuit it filed earher in federal court in
ma, and insurers have lowered their "I'm finding them very creabve and to become well-informed and request Miami to charge that AIG's proxy solicitation of American Bankers
prenuums, said Sara Pazell, chair of very innovative working m an effi- all procedures to be authonzed," she shareholders is misleading
the Third Party Reimbuisement Com- clent manner beyond what they even said "They need to take an active AIG, meanwhile, urged mxstateregulators ina Feb 1l letter to reject
mittee for the Sacramento-based Oc- perhaps beheved they were capable of role " the Cendant bid The letter charged, among other thmgs, that Cendant

has a negative tangible net worth and a "highly overleveraged balance
sheet," and that its financial condition presents "grave nsks" to Amen-

has not signed IATA's Intercamer bus A300-622R crashed after abortmg can Bankers pohcyholdersAir crash Agreement on Passenger Liabillty, a landing at Nagoya Airport in Japan, Offtcials of both companies have denied each other's charges
under which airhnes voluntarily Wing 264 people Investigators found

Continued from page 3 waived passenger habillty hmits set that thepllot had incorrectly tried to Blues merger to proceed$1 25 billion from $1 billion under the Warsaw Convention for in- ovemde the autopilot system As a re-
All 182 passengers and 15 crew died ternational flights sult, Airbus changed the system to RICHARDSON, Texas-Blue Cross & Blue Shield of Texas and Blue

in the accident, as well as six people The Warsaw Convention sets strict prevent such mistakes Cross & Blue Shield of Ilhnois are preparmg to move ahead with long-
on the ground Eyewitnesses dtffer on limits of hability up to 100,000 Special Five months before the Nagoya in- delayed plans to merge after a Judge last week rejected objections by
the conditions, with some saying visi- Drawing Rights ($134,670) But mar- cident, a China Airlines Boeing 747 Texas' attorney general
billty was good despite a hght dnzzle, ket sources say the airline may have overshot the runway at Hong Kong's Travts County District Judge Joseph Hart turned down Attorney Gen-

, while others said heavy fog blanketed contracts m place enabllng the basic Kai Tak Alrport, plunging mto the eral Dan Morales' request for an injunction to block the merger Mr
the area at the time of the crash limits of the Warsaw Convention- harbor and resulting m a $145 milhon Morales had argued that the Richardson, Texas-based Blues plan was a

Other reports suggest the aircraft about $10,000 per fatallty-to apply loss, though no one was injured pubhc chartty whose assets would be taken over Illegally as it was folded
had aborted a first landmg and was Mr Stevens dechned to comment The Chma Airhnes loss is the fourth into the Ilhnols plan He also accused the Ilhnois Blues of not fi ilfillmg
maklng a second approach Accord- on hability issues until the adluster's confirmed let total loss this year, said Texas' legal requirements for a non-profit company Judge Hart rejected
1ng to local medla, Chang Kuo-cheng, full report has been filed, though he Paul Hayes, director of aviation ad- both arguments
deputy director of Taiwan's Civil confirmed the pohcy covers all third- luster Airelaims Ltd The others aI e A spokeswoman for the attorney general's office said it had not decid-
Aeronautics Administratton, said that party habihty claims He said the re- January's Turkish Airhnes Avro ed yet if it would appeal
accident Investigators have been puz- port could take several months RJ100 incident, the Cebu Pacific Air The plans announced m January 1996 that to compete effectively
zled by an air traffic control query Although all but seven of the pas- DC9 crash in the Phihppines early against for-profit health plans, they planned to aff,liate with an Intent
asking if the pilot wanted to make a sengers were Taiwanese, hablhty this month, and an American Airlines eventually to merge They signed a merger agreement in July 1996 Mr
"go-around," which received no reply claims shll could be high if the full Boemg 727 overshoonng the runway Morales sued the Texas Blues m November 1996

Mr Stevens said he could not com- Warsaw Convention limits apply, ac- at Chicago's O'Hare Airport a week When merged, the plans would form a company with almost 5 milhon
ment on the accident circumstances coding to aviation Insurers before the China Airlines accident members and $68 bilhon in annual revenues
until a full report has been prepared Among the dead were Sheu Yuan- Despite the losses, 1nsurers are un-
Aviation adjuster Airclaims Ltd iS at dong, governor of Taiwan's Central wilbig to say aviation rates could rise Briefly notedthe scene of the crash to assess the hull Bank and four other bank officials re- Aviabon rates showed reduchons of

claim, and lawyers Beaumont & Son Aming from a conference Other pas- up to 30% for habillty coverage and The Chnton administration said last week it wlll impose new employ-
are advising on the hal)ility aspects sengers meluded flve Amencans, one 35% forhull at thelast renewals sea- ee protections-including greater access to specialists for patients with

Investigators from Austraha's Bu- French citizen and an Indonesian son China Airlines was among those serious medical problems-for health plans covering federal employees
reau of Air Safety Investigation have Additional claims likely wall arise receiving rate reductions of about as well as the Medicare and Medicaid programs A M Best Co has
started todecode the two flightsafety from buildings destroyed asaresult of 25% to 35%, said Mr Stevens AIG lowered its rating of Business Insurance Co , the parent of California
recorders and are assessing the disas- the crash, and othel expenses has led the busmess for three years, he Compensation Insurance Co, to B++ from A- based on the company's
ter unth help from technical advisers Taiwanese government officials said, and during that time the airhne's projected underwnting loss The agency also said it is concerned with the
from Chma Airways and three repre- have ordered the groundlng of Chma claims record has been "totally clean " Impact on the company of Callfornia's competitive premium pncmg en-
sentatives from the Bureau Enquete Airhnes' nme other Airbus A300- "Underwriters in 1997 continued to vironment combined with the decision by its parent, Woodland Hllis,
Accidents, the French government's 60OR aircraft until they have been ignore the loss pattern, and the loss Calif -based Foundation Health Systems Inc, to divest its workers com-
air accident investigation bureau In guaranteed airworthy pattern in 1998 is greater than the loss pensation busmess Standard & Poor's Corp said it has given a AAA
addition, five Investigators from All - But, insurance market sources said pattern for the same period in 1997," rating to Bermuda-based financial guarantee reinsurer RAM Reinsur-
bus Industne SA, the French manu- the airline is unlikely to be covered for said Graham Nichols, chief executive ance Rating Ltd , while Moody's Investors Service Inc said it has as-
facturer of the twin-engine aircraft any contingent losses stemming from of Westminster Aviation Insurance signed a Aa) rating, its fourth-highest, to the reinsurer (BI, Feb 16)
dellvered to the alrhne m 1990, have the government's action, unless the Group m London Moody's said RAM Re announced the launching of its operations on Fri-
traveled to the accident site airline had bought business mterrup- Mr Stevens said he is not confident day through an $88 milhon privately placed common stock issuance to

Because Taiwan is not recognized tion coverage Mr Stevens confirmed that the loss experience this yeai an rnvestor group led by Greenwich Street Capital Partners, the PMI
as an independent country by the that the hull and habillty coverage m would be enough to start ralslng rates Group and Continental Illinois Venture Corp The reinsurer Imtially
United Nations, its national carrier place wlll not pay for the grounding . plans to focus on reinsunng municipal transactions on a facultative ba-
has not become a member of the In- China Airlines' last major accident Dave Lenckus contnbuted to thts sis, according to Moody's
ternational Air Transport Assn and occurred m April 1994, when an Air- story
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For the Record Utility settles lawsuits NAIC President Glenn Pomeroy said he is tale
alleging bias in restructuring Ing await-and-seeattitudeabout recenthndings

Bi Insurance Index

that state msurance department spendmg has 1,640

Ex-stockbroker indicted DETROrr-The Detroit Edison Co wtll pay mcreased only negllgibly tlus year, after 10 years 1,620
atleast $17 5 milhon and no more than $65 mil- of greatergrowth (BI, Feb 9) Although therate

in insurance fraud scheme hon to settle three class-action lawsuits alleging of budget Increases unusually low, states have
1,600

its departmental restructurmg dunng 1991 notbeen complainingthat theylack money for 1,580 A

NEWARK, N J-A former Pame Webber Inc through 1995 was discnminatory essential services, he said 1,560

stockbroker is facmg charges that he provided The comprehensive settlement agreement, Other report data show stable staffing levels 1,540

bogus confirmations misrepresenting the assets reached earher this month, calls for bmding ar- for full-time equivalent personnel 1,520

of a now-defunct Illinois insurer bitration to resolve the alleged age, race and na- In addition, revenues collected from the msur- 1,500 A

Federal prosecutors m Newark this month un- tional ongm (ilscnmmation issues An outside ance mdustry grew 4 1% overall to nearly $97 ' 1,480
sealed a two-count wire fraud indictment arbitrator, to be chosen by both sides, is expect- billion Total taxes collected rose 3 7 %, while 1 4601,1,1against Craig B Aalseth, a former San Diego- ed to begin heanng the case this summer and fees and assessments mcreased 54% At the 1440
based Paine Webber account executive caught m wlll determme the amount of money the current same lame, fines and penalties jumped 367% { 1 420
a 1992 PBI stmg operation and former employee class members wlll get 1 400

According to the indictment, Mr Aalseth was While it was unclearifthe company has insur- Honeywell settles strike 1380
contacted m 1992 by officials of Wesley Manage- ance to pay the settlement, a spokeswoman said 12/19 1/9 1/16 1/23 1/30 2/6 2/13 2120
ment Group of Linwood, NJ, about lining up it reserved $17 5 milhon in 1997 over planned benefit cut -- ---

assets for the now-msolvent Prestige Casualty In addition, the utillty company agreed to ' ase=T666n Dec 29,1978
' Source Nordby International Inc (nordbycom) Boulder, Colo

Co of Skokle, Ill Wesley purported to represent strengthen certain eastmg programs and create MINNEAPOLIS-A stnke that put about .___ _ _
the company new ones on career development, Job opportum- 2,500 employees of Honeywell Inc temporanly

In fact, Wesley was an FBI front company ties and a supportive environment Detroit Edi- out of work was settled last week when the com- 1
formed to mvestlgate Insurance fraud, and its of- son also m]1 estabhsh a program for the posmble pany dropped its plans to reduce health benefits PCS catastropheoptions

--

ficials were undercover FBI agents, the md.ct- re-entry of former employees who accepted vol- for newly hired workers As of Feh 20

ment says untary separation offers, and for career develop- The 14-day stnke was called by St Paul, , 4 Call Pnce Call Price

spread b,Wask spread bid/ask
Agreeing to aid a scheme to mislead Illinois ment and job movement for class members who Mann -based Teamsters Local 1145 after the National Annual 1998 California Annual 1998 

regulators about purported Prestige assets, YIr are current employees union reiected a proposed four-year contract 40/60 98/120 40/60 -/23

Aalseth arranged to have 600,000 shares of a John E Lobbia, Detroit Edison's chairman that would have covered seven Honeywell facto- , 60/80 70/7 6 150C -/30

company called National Building Supply and chief executive officer, said in a statement nes m the Twin Cities area It affected produc- , 80/100 50/60

Eastern September 1998 Western Annual 1998placed in an account he set up for Wesley,the in- that the company "recognized that a long, tion and maintenance workers and was the first
dictment alleges The stock was not registered drawn-out process of htigation would not be in work stoppage by the company's Minnesota

1 20/40 35/55 40/60 13/25

40/60 30/35 80/100 1-

with the Securities and Exchange Commission, the best mterests of any of the parties mvolved ' rank-and-file smce 1967 150C 22/30
and its sale was restricted under SEC rules He also said that "future competition in the The vote acceptmg a revised contract passed Southeastern September 1998 Florida September 1998

Prosecutors charge that he then electric utihty industry demands that we invest by a mere eight votes, 1,024 to 1,016 40/60 25/33 40/60 14/24

• Produced a doctored account statement that m our employees so they have the shlls and the Ongmally Honeywell had proposed a new , Northeastern September 1998
100/150 -/14deleted a notation about the restrictions on the opportunities to grow and contribute" medical program by which new hires, in addi-

stock, makmg the shares appear free-tradmg lion to therr premium contrlbutions, would pay Total volume 10 Total open interest 18,236

• Told an FBI agent posing as an Illinois Insur- Insurance departments' 20% of their medical costs, and the company
ance Department official that the stock was not would pay 80% Honeywell officials argued that Forinformation on PCS cat options, call the Chicago Board of

newly reduced medical premiums would proba-
Trade at 312-435-3674

Prestige claims bly mean many of these employees would end up Source Ch,cago Board of Trade
Mr Aalseth pleaded not guilty at an arraign- State insurance department budgets for fiscal paying less for medical care during a year

ment Feb 13 and wasreleased on $100,000 bond 1998 will be 1 1% larger than last year, the Nonetheless, the possibihty of a two-tier
secured by his San Diego house, said Assistant smallest amount of growth in the past 10 years health plan was new to Honeywell workers and

British Issues

U S Attorney Noel Hillman If convicted, Mr Price P/E Div Yield 52-weekAnnual budget growth rates in other years became"a flash pomt" alienating the two sides,
Aalseth faces a statutory maximum of flve years ranged from a high of 14 3% in 1990-91 to a low said Jim Holte, president of Local 1145 Companies pence pence % high-low

m jail and a $250,000 fme on each count of 2 5% in 1991-92 for Insurance departments m The newly adopted contract glves workers an
While not mentioned in the indictment, Mr the 50 states plus the District of Columbia, ac- increase of 22% in basic pension benefits and in- Comml Union 1120 168 358 33 1125630

Aalseth and Palne Webber also were charged cording to new data from the National Assn of troduces a mandatory cash balance pension plan Genl Accident 1345 89 35 4 33 1355 772

with civil racketeenng in a 1996 suit by the U S Insurance Commissioners Gdn Royal Exch 453 63 122 28 465-257
for new employees Current employees may join Legal & Gen 720 186 116 20 750-377

bankruptcy trustee of the allegedly fraudulent Overall, these lunsdictions wall spend an esll- the cash balance plan as an option Royal & Sun 768 25 8 19 7 33 768 429

FlIst Assurance & Casualty Co Ltd Mr Aalseth mated $748 milhon in fiscal 1998, up from $740 The union also won improvements m its den-
falsely confirmed that First Assurance assets de- milhon m 1997 tal plan and an agreement by Honeywell to pay Brokers
posited at Paine Webber had substantial value The Cahfornia department's budget is project- for prostate cancer testmg The union agreed to
when they were worthless, the suit charged ed as the largest, at $122 35 milhon, while New drop other demands for benefit Improvements Lmbrt Fenchurch 105 77 84 97 138 101

Paine Webberlastyearpaid $7 milhonto set- York's wassecond, at$9642 milhon, according "Didwegeteverythingwewanted'P'Mr Holte Lloyd Thmpson 160 130 108 86 206151
tle the htigation (BI, Jan 6,1997) to the "1996 Insurance Department Resources asked- "Certainly, in any contract negotiation Sedgwick Grp 147 11 3 70 49 171-115

First Assurance collapsed m 1993 under an Report," which the NAIC recently released you never get what you want "
Willis Corroon 139 112 66 59 165116

avalanche of claims from the 1992 Los Angeles In addition, 11 state Insurance departments The company said it was eager to see all its Note Pncesare Feb 20 dosings, other numbers from Feb 19
nots, and has left $16 6 milhon m adjusted un- reported 1998 budget amounts decreasmg from workers back rn the plants soon after the con-
paid claims (BI, March 7, 1994) their reported 1997 budgets tract was ratihed , Source Nordby /nternational /nc (nordby com) Boulder, Colo

-- --

B Industry Stock Report FEB. 16,1998, THROUGH FEB. 20, 1998
--

Weekly Year to date
BROKERS

Year to date Weekly Year o date Yeartodate Weekly Year to date Yeartodate
Pnce % change % change High Low Vol (000) Pnce % change % change High Low Vol(000) Price % change % change High Low Vol (000)

Aon Corp NYS 57.94 3.46 117 5888 40.25 1622 ESG Re Limited NDO 25.25 0.00 7.45 26.13 20.88 312 Risk Capital Holdings NDO 2275 2.25 2.25 2400 1600 36

E W Blanch Holdings Inc NYS 37.06 4.04 762 37.06 21.25 179 Enhance Financial Services NYS 59.31 3.15 -0.32 62.13 34.25 287 RLI Corp NYS 50.06 0.88 0.50 5100 30.50 43 1

Gallagher Arthur J & Co NYS 3838 2.69 11.43 39.50 3038 112 Everest Reinsurance NYS 38.19 0.16 7.42 4300 2675 388 St Paul Companies NYS 8856 1.80 7.92 88.56 6300 1251

Hilb Rogal & Hamilton NYS 18.56 1250 388 1963 1250 202 Executive Risk Inc NYS 73.00 1.39 4.57 7575 4325 66 SCOR NYS 51.25 1.44 7.33 53.50 3738 5

Kaye Group Inc NDO 763 1091 1509 9.00 4.38 7 EXEL Ltd NYS 6363 1.74 039 65.25 39.00 358 SAFECO Corp NDO 52.00 3.74 667 5538 3850 1277

Marsh & McLennan NYS 8469 6.19 1358 84.69 56.50 1740 Fremont General Corp NYS 5381 1.29 171 55.50 26.38 482 SCPIE Holdings Inc NYS 30.50 0.83 5.40 32.13 19.13 NA

Poe & Brown NYS 49.69 7.72 11.34 4969 25.50 13 Frontier Insurance Group NYS 24.56 1.26 738 39.25 2000 933 Setbels Bruce Group NOQ 750 169 0.00 8.94 588 32

Sedgick Group PLC NYS 12.38 532 0.51 13 25 9.38 28 Gainsco Inc NYS 8.25 1.54 294 10.19 7.88 214 Selective Ins Group NDO 2694 141 -0.23 2863 1975 102

Willis Corroon Corp NYS 11.63 000 5.58 1350 9.75 261 General RE Corp NYS 21369 1.30 0.80 221.25 151.50 561 Terra Nova Insurance Co Ltd NYS 2800 3.23 667 3000 18.00 163

BROKERS AVERAGE 5.50 6.26 Gryphon Holdings NDO 15 25 1.61 8.96 1775 1388 10 TIG Holdings NYS 25.94 1.43 2185 38.00 24.56 1347

Harleysville Group NDO 24.38 0.52 156 2750 1500 135 Tokto Marine & Fire NDO 54.50 3.11 5.63 66.00 41.25 53

INSURERS/REINSURERS Harttord Steam Boiler NYS 6269 193 1359 62.88 44.00 241 Torchmark Corp NYS 43.06 3.45 2.07 4425 2625 2639

ACE Ltd NYS 98.75 3.83 2 33 10400 57.63 524 HCC Insurance Holdings NYS 2075 4090 235 3269 1563 860 Transallantic Holdings NYS 74.19 215 3.76 7656 53.38 673

Acceptance Insurance Cos NYS 24.38 394 0.78 2863 1775 136 ING Groep N V NYS 5038 495 1905 53.00 38.88 445 Travelers Property NYS 4050 2.05 7.95 4606 31 38 845

AEGON N V NYS 103.00 510 1492 10375 63.88 181 IPC Holdings Ltd NDO 3031 0.21 583 3288 22.38 95 Travelers Corp NYS 56.06 263 4.06 57.38 30 88 9466

Aetrna Life & Casualty NYS 86.06 215 21 97 118.13 66 31 2996 Hartford Financial Services NYS 94.00 020 0.47 94.56 68.13 1200 Trenwick Group Inc N[)0 3588 -0.35 4.65 39.63 31 88 666

AFLAC Inc NYS 61.06 1.88 1944 6188 3750 827 laSalle Re Holdings Ltd NYS 3500 294 1.06 36.13 27.25 44 Unico American Corp NDO 1238 0.00 102 1413 963 #N/A ]
Allied Group Inc NYS 3069 061 721 3575 21 50 107 Life Re Corp NYS 6225 3.95 451 6763 37.38 98 United Fire & Casualty NDO 42.50 000 3.95 4700 3000 22

Allstate Corp NYS 93.00 0.74 2.76 94.88 58 63 4653 Lincoln National NYS 8263 328 5.76 83.13 49.00 1032 Unitrin NDQ 67.50 0.19 445 69.00 48.50 38

AMBAC Indemnity Corp NYS 5350 477 1630 54.13 31 00 1852 MAIC Holdings Inc NYS 2675 4.04 -013 29.50 1506 32 UNUM Corp NYS 5081 037 655 54.63 33 63 1448

American Bankers Ins NDO 5569 022 21.22 56.38 24.38 3114 Mamel Corp NYS 170.00 402 8.89 177.50 102.50 9 USF&G Corp NYS 24.38 1.56 1048 25.50 1563 3282

American F,nancial Group NYS 38.75 1.27 388 49.25 3238 194 MBIA Insurance Group NYS 7063 254 5.71 7075 45 44 1358 Vesta Insurance Co NYS 6031 169 1.58 64.75 32.75 160

American General NYS 5881 341 879 5938 36.50 2813 Meadowbrook Insur Group NYS 30.56 471 17.27 31.25 2138 89 Zenith National ins NYS 2581 143 0.24 28.75 24.50 47

American Heritage Life Ins NYS 4031 257 1198 41 69 23 SCI 38 Mid Ocean Ltd NYS 6188 2.17 1406 6675 4413 280 INSURERS/REINSURERS AVERAGE 0.55 341

American Indemnity/Fin I NDO 975 1875 2973 1550 9.75 16 MMI Cos Inc NYS 2550 121 149 3000 20.75 98

American International NYS 11819 059 868 119.19 7513 3200 Mutual Risk Mgmt Ltd NYS 3031 1.89 1 25 3050 16 75 628 HEALTH MAINTENANCE ORGANIZATIONS
Argonaut Group NDO 36.00 2.67 6.27 38.13 26.75 150 NAC Re Corp NYS 52.75 3.69 8.07 5288 35.38 269 Humana Inc NYS 2531 3.85 21 99 25.31 1844 3976

AXA UAP Group NYS 4750 8.73 21 79 47.50 2925 415 Navigators Group NDO 1800 360 4.16 22.50 1575 6 Oxford Healih Plans NDO 20.19 4.87 29.72 8900 1375 11238

Baldwin & Lyons Inc NOO 20.50 10.87 1503 2875 1738 6 Nobel Insurance Ltd NDQ 1325 -0 47 0.95 1538 1188 13 Pacificare Health Sys NDO 5894 0.74 1729 8563 46.75 62

Berkley W R Corp NDO 4625 526 5.41 46.38 31.19 194 NYMagic Inc NYS 28.38 2.25 2.95 2981 1838 18 Safeguard Health Enter NDO 10.00 11. 11 25.93 1563 8.13 14

Berkshire Hathaway Inc NYS 54900.00 186 19.35 55000.00 30000 00 1 Ohio Casualty Corp NDO 4638 288 3.92 5100 35.50 202 Sierra Health Services NYS 3569 3.22 6.13 41.63 23.75 281

Capital RE Corporation NYS 63.44 155 2.22 6575 3875 119 Old Republic Int I NYS 41.88 0 45 261 42.00 24.63 523 United Healthcare Corp NYS 58 63 0.75 1799 60.13 42.44 5067

Capitol Transamerica Corp NAS 2038 1.81 4.40 28.13 1925 56 Orion Capital Corp NYS 47.50 0.00 229 51.00 3088 168 Wellpoint Health Networks NYS 5931 4.29 4038 6113 36.25 1315

Centris Group Inc NYS 2494 2.68 11.76 25.88 1788 112 Partner Re Ltd NYS 49.25 5.21 620 49 25 30.75 205 HMOs AVERAGE 0.19 1537

Chartwell Re NYS 28.56 711 1537 3625 24.50 208 Penn America Group Inc NDQ 2200 368 732 22.00 1125 85 ALL COMPANIES AVERAGE 195 8.35

Chubb Corp NYS 77.44 064 2.40 80.81 5113 1664 Philadelphia Cons Holding NDO 19.97 175 2.50 2325 1400 66

CIGNA Corp NYS 177.19 115 2 79 200 75 136 94 738 PXRE Corp NYS 30.50 413 8.10 3525 24.75 163

CNA Financial Corp NYS 138.94 437 8.76 139.50 9638 138 Reliance Group Holdings NYS 1569 -0.40 1.06 1594 10.13 851

CNA Surety NYS 1600 3.23 364 1650 1288 256 Rellastar Financial Corp NYS 4488 170 8.95 46.19 28.63 940

EMC Insurance Group Inc NDO 1300 -0.95 1.89 1500 10.75 15 RenaissanceRe Holdings Ltd NYS 43.38 0.73 170 50.00 34.13 73

Top advancing issues Hilb, Rogal & Hamilton, Kaye Group Inc, AXA-UAP Group Leading dectiners American Indemnity/Fin'I, Safeguard Health Enter, Baldwin & Lyons Inc Most active issue Oxford Health Plans The 8/Index rose 1 5%, the Dow
Jones 30 Industrials gained 0 5%, the S&P 500 increased 1 4% and the NYSE Composite gained 1 2% Average P/E Brokers, 209, Insurers/reinsurers, 43 8, HMOs, 22 1

Source Nordby international /nc (nordby com), Boulder, Colo
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SHOCK AND ANGER ARE
NORMAL RESPONSES TO SEXUAL MISCONDUCT.

ESPECIAL[Y WHEN YOU FIND OUT
YOUR COMPANY'S NOT INSURED FOR IL

Did you know that in cases of sexual misconduct involving children, your company could

be held liable for the actions of an on-site day care facility, including one run by an outside
firm? What's just as shocking is that your general liability policy may not protect you in
the event of this type of claim. That's why we created Lexington's Sexual Misconduct
Liability Coverage. It protects companies and organizations that provide facilities where

children are in the care of adults. Plus, we can customize coverage and make available

a valuable 12-point loss control program to help ensure stability to your bottom line. Call
your surplus lines broker to find out how the largest US.-based excess and surplus lines
company can help you. LEXINGTON INSURANCE COMPANY PIONEERS IN REVOLUTIONARY COVERAGE


