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Merger to push
Emett and Jardine

into broker top 10
By LINDA J. COLLINS

SAN FRANCISCO-The combination of Emett & Chandler Cos.
Inc. and Jardine Insurance Brokers Inc. will create one of the na-

tion's 10 largest insurance brokerages and further expand the scope
of Jardine Matheson Holdings Ltd.'s global brokerage operations.

Company officials and industry analysts note that the merger
should benefit both companies, which are almost the same size.

Emett & Chandler will gain access to Jardine's overseas offices
following the merger, while Jardine will benefit from Emett &
Chandler's expertise with large accounts and its branch offices in the
Midwest and Southwest.

In addition, Jardine will pick up Emett & Chandler's stable of
subsidiaries, including two claims administrators and a captive man-
ager.

Hong Kong-based Jardine Matheson announced Jan. 24 that it
would acquire Emett & Chandler, the 13th-largest U.S. broker with
1984 revenues of $34.5 million, for more than $62 million or $19 per
share. Emett & Chandler stock had been selling for about $18 a share
prior to the announcement.

Following regulatory and shareholder approval, Los Angeles-
based Emett & Chandler will be combined with Jardine Insurance

Brokers Inc., Jardine Matheson's U.S. brokerage unit, to create Jar-
dine/Emett & Chandler Inc.

San Francisco-based Jardine Insurance Brokers is the nation's

12th-largest broker with 1984 revenues of $38.6 million.
The new company will probably be based in San Francisco, where

Jardine Insurance Brokers is currently headquartered.
While it is clear that Jardine/Emett & Chandler will leap into the

ranks of the nation's 10 largest brokerages after the merger is com-
pleted, its exact ranking won't be known until other brokers an-
nounce their 1985 financial results.

Robert L. Emett, chairman of Emett & Chandler, said that both
Emett & Chandler and Jardine estimate their 1985 gross revenues at
$47 million, or $94 million for the combined entities.

Based on combined 1984 revenues of $73.1 million, Jardine/Emett
& Chandler would rank as the nation's ninth-largest broker, ahead
of The Crump Cos. Inc., which reported 1984 revenues of $69.6 mil-
lion, and behind Bayly, Martin & Fay International Inc., which re-
ported 1984 revenues of $77.9.

Neither Crump nor BMF has reported their 1985 revenues. How-
ever, James M. Power, Crump's president and chief operating offi-
cer, estimates that Crump's 1985 revenues will be approximately
$100 million, which would top Jardine/Emett & Chandler.

Officials at privately held BMF, which does not release quarterly
results, would not return phone calls.

With the addition of Emett & Chandler, Jardine Matheson says
revenues from its global brokerage operations will total about $170

Continued on page 26

How Jardine and Emett & Chandler compare

Jardine Ernett & Chandler Jardine Emett & Chandler

L $47mimon $47 million 707 ' 651

Gross revenueal Total: $94 million Employees, Total: 1,358

11985 Estimates 2 At year-end 1985 Chart: Amy Palmer

Experts differ on how much
reform the court system needs
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update

California regulators say
chances dim for MIC bailout

LOS ANGELES-California insur-

ance regulators hope to know by
today if their plan to bail out Mission
Insurance Co. will succeed, but they
said late last week prospects were not
encouraging. If the bailout fails, state
guaranty funds will be forced to re-
spond to claims.

"Things are not progressing; it
doesn't look good," said a spokesman
for the California Insurance Depart-

Continued on net page

Insurers may see few claims
from space shuttle disaster

By STACY SHAPIRO

Insured losses from last week's -

space shuttle disaster, which
killed seven astronauts, may be
relatively small since no insured
satellites were aboard, and the

U.S. government will indemnify
shuttle contractors for at least a

portion of their liability losses.
But satellite insurance experts

say the Jan. 28 explosion aboard
the Challenger will have a major
impact on the market, which is
still staggering from an ava-
lanche of losses over the past two
years.

Late last week, the only
known claim insurers faced was

from a special $1 million per-
sonal accident insurance policy ,
written by Lloyd's of London s
underwriters for Christa McAu-

liffe, the Concord, N.H.,high L
school teacher who was the first ,

private U.S. citizen to fly into 7
space. Underwriters promptly
paid that claim.

In addition, Hughes Aircraft
Co., which employed astronaut
Gregory B. Jarvis, may insure its
workers compensation exposures
with a commercial underwriter.

The remainder of the workers compensation benefits to
be paid to the astronauts' survivors will be funded
through federal government programs (see story, page
30).

Any liability claims filed against shuttle contractors
by the astronauts' survivors will be at least partially
indemnified by the federal government.

The National Aeronautics and Space Administration
and the contractors have signed agreements through
which NASA will indemnify the companies for judg-
ments or settlements.

"There are agreements worked out with major con-
tractors for the indemnification of claims," said Bob
Berman, a NASA attorney in Washington.

Photo: AP/Wide World

No insured satellites were aboard the shuttle when it exploded Jan. 28.

"We indemnify them if they had to pay claims or we
approved the settlement. Then, we reimburse the com-
pany for the loss," he said.

But the amount that NASA will reimburse varies

with each individual contract, Mr. Berman said, noting
that NASA was reviewing the agreements last week.
He would not comment further on the matter.

While shuttle contractors and NASA have signed
waivers that say they will not sue each other in the case
of a shuttle accident, those agreements do not extend to
the astronauts, Mr. Berman noted.

Survivors of Ms. McAuliffe and Mr. Jarvis can sue

both the government and the contractors, but the five
Continued on page 30

Two groups seek alternatives
to ease EIL coverage crunch

By ROBERT A. FINLAYSON

Responding to the virtually non-existent market for
environmental impairment liability insurance, separate
efforts are being made by a waste management trade
group and an environmental'consultant to develop cov-
erage alternatives.

Members of the National Solid Wastes Management
Assn. are trying to obtain financial backing to capital-
ize a captive insurer, while Aralie Inc., a Pequannock,
N.J., environmental consulting firm, is seeking money
for a feasibility study to develop an EIL insurance pool.

Unlike NSWMA's captive insurer, which would offer
coverage to waste management companies, the pro-
posed EIL insurance pool envisioned by Aralie would
serve manfacturing companies. Waste management
companies would be excluded from the pool.

Currently, there are only two major commercial
markets for EIL coverage: American International
Group Inc., which offers limits of $10 million per oc-

currence/$10 million annual aggregate, and the Pollu-
tion Liability Insurance Assn., which is now offering
limits of $2 million per occurrence/$4 million annual
aggregate.

The NSWMA, a Washington-based association of
companies that treat and dispose of household and in-
dustrial wastes, recently completed a feasibility study
for its proposed EIL captive and is now looking for
financial backing to capitalize the insurer.

"Since insurance companies are reluctant to provide
our industry with the coverage required, we are taking
steps to provide it for ourselves," explains Eugene J.
Wingerter, executive director of the NSWMA.

Mr. Wingerter says the NSWMA is "now waiting for
the (waste management) industry to review our pro-
gram and make the commitment to join."

The NSWMA says it must get at least 30 membership
commitments with aggregate annual premiums totaling
at least $17 million before the captive can begin opera-

Continued on page 4
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update Academic problems
MIC bailout Gdoesn't look good

,

Continued from prevous page Tight market dries up Scarce cover tests
ment The stumbling block continues to be the negotiations with
MIC's reinsurance policyholders, which are being asked to make
certain financial concessions, according to department officials nightlife at university athletic game plans

If these reinsurance policyholders continue to withhold their sup-
port, the department will move to liquidate MIC, department offi- By MICHAEL BRADFORD By MEG FLETCHER
cials say MIC was taken over by the department in October after it
was declared insolvent by $169 5 million (BI, Nov 11, Dec 2, 1985) EVANSTON, Ill -Students at Northwestern Univer- CHICAGO-Illinois schools are facing some hard de-

sity are swallowing neB rules governing drinking, in cisions about whether to continue operating programs,
CIGNA takes $1.2 billion charge part because of problems the school has had in renew- especially student athletics, because of the scarcity of

ing its liquor hability coverage commercial liability in,urance
PHILADELPHIA-CIGNA Corp late last week announced it is Unlike many schools, Northwestern requires its fra- "There is a strong possibility that a lot of high schools

strengthening its property/casualty reserves, which will result in a ternities and sororities to purchase hquor liability cov- in Illinois will be without athletic coverage after July
$1 2 billion charge to its fourth-quarter 1985 earnings erage-either on their own or through Northwestern 1," said Thomas Maedke, an account executive with

Including the charge, CIGNA expects to report a consolidated loss Most colleges let groups decide for themselves whether Arthur J Gallagher & Co in Rolling Meadows, Ill
of $853 million in 1985, said Robert D Kilpatrick, chairman and to carry the coverage Insurance coverages for about half of the school dis-
chief executive officer "Today's action will not affect our basic "Northwestern is one of the few schools that has tricts in the state expire about then, he said
business plans for 1986 and beyond," he said taken the initiative to be sure all sororities and frater- "Most of the reinsurance carners aren't interested in

CIGNA stock fell $4 50 on Jan 30 to $65 38 in heavy trading nities are covered by liability insurance," said William athletic coverage in the US; Mr Maedke said They
Park, NU's risk manager are wary of the possibility that an injured athlete may

Supreme Court rules on cleanup The fraternities and sororities can either buy their become seriously handicapped and sue his or her school
own comprehensive general liability insurance that in- district, he said

WASHINGTON-A company filing for bankruptcy cannot cludes liquor liability coverage, or pay for coverage New Trier High School in Winnetka, a northern
aban)don a hazardous-waste site that threatens public health and under a policy purchased by the university Chicago suburb, last week faced the possibility of shut-
safety, the U S Supreme Court said in a 5-4 ruling expected to aid Currently, 24 of the school's 38 fraternities and ting down all interscholastic and intramural sports pro-
government efforts to force companies to clean up toxic waste sororities have coverage under the university's policy, grams Feb 1, unless insurance could be found to re-
dumps Mr Park said, explaining that each group's share of the place expiring primary and excess coverage, said Rob-

In upholding an appellate decision that overturned a bankruptcy cost of the coverage was determined by the primary ert Larsen, district business manager
court's ruling, the Supreme Court said "Neither the Court nor Con- insurer, which he declined to name Late last week Continental Insurance Co, the

gress has granted a trustee in bankruptcy powers that would lend Until Dec 31, the university had $10 million in pri- school's previous primary insurer, agreed not to ex-
support to a right to abandon property in contravention of state or Continued on page 6 Continued on page 7

local laws designed to protect public health or safety "
The case, Midlantic National Bank us New Jersey Department of

1

Environmental Protection involved Quanta Resources Corp, a de- Washington acts to cut 8/ to introduce
funct waste-011 processor operating in Edgewood, NJ, and Long
Island City, NY, that accepted oil contammated with polychlorin-
ated biphenyls, or PCBs, in violation of its operating permit

systems listings
Quanta filed for liquidation under Chapter 7 of the Federal state comp fund deficit Business Insurance will begin

Bankruptcy Act m 1981 after the New Jersey EPA ordered lt to publication of two new directories

clean up the PCBs at the Edgewood facility A subsequent investiga- By CAROL CAIN in 1986 one for providers of em-

tion showed the Long Island City facility had also accepted large ployee benefit information systems

quantities of PCB-contaminated waste oil OLYMPIA, Wash -The Department of Labor and Industries is software, and the other for provid-

In 1983, a federal bankruptcy court in New Jersey permitted the getting tough in its attempts to cut a $225 million deficit in the state's ers of risk management informa-

bankruptcy trustee to abandon both facilities, over the objection of monopolistic workers compensation fund and to make the system tion systems software

the New Jersey EPA run more efficiently The directories will be part of

Chief Justice Warren Burger and Justices William Rehnquist, For instance, the department has levied fines of up to $2 million on special spotlight reports highlight-

Sandra Day O'Connor and Byron White dissented from the Su- 11 employers that waited until after an on-the-Job accident before ing trends in information systems

preme Court's ruling, saying Congress never intended to put waste buying workers compensation coverage from the Industrial Insur- and will be published in the May 26

cleanup ahead of the claims of other creditors ance Division, the official name of the monopolistic state fund (see and July 21 issues, respectively
story, page 25) Business Insurance publishes the

Courts to rule on comp increase More such penalties are expected soon, says Dick Davis, the de- directories as an editorial service;

partment's director there is no charge for companies to
SANTA FE, N M -The outcome of two New Mexico state court Besides cracking down on employers, the department also has re- be idcluded If your company pro-

cases is expected to determine whether an average 37 1% increase in commended to the Legislature several changes in the state's workers vides information systems software

workers compensation insurance rates will stand But for the mo- compensation law, said Mr Davis for use in employee benefits or risk

ment, insurers in New Mexico are preparing to use the new workers It will take a combination of good management, rate relief, cost management programs, all you

compensation rates for new or renewal policies effective Jan 9 cutting and benefit changes to reform Washington's workers com- have to do to be included is request

The National Council on Compensation Insurance filed the new pensation system, Mr Davis says and return a questionnaire pro-
rates on Oct 17, to be effective Jan 1 The NCCI contends the bulk The department's proposals include vided by Business Insurance

of the increase is due to loss experience • Standardizing criteria for determining the eligibility of heart To request a questionnaire, write

But, the state Board of Insurance found the filing excessive and attack and back injury claimants This would reduce the state fund's to Marilou Jones, Directory Editor,

on Dec 23 entered an order denying the new rates costs by an estimated $44 million annually Business Insurance, 740 N. Rush

The NCCI appealed the decision to the state Supreme Court, • Reducing benefits in new pension cases-cases in which an in- St, Chicago, Ill 60611; or call 312-

which ruled on Jan 8 that the case belonged in district court jured worker subsequently retires-by the amount of Social Security 649-5279

The NCCI then filed an appeal and a request for emergency relief retirement benefits he or she receives This change would reduce the We must receive your request for

with the district court in Santa Fe The case was assigned to Judge state fund's costs by an initial $70 million, with an additional annual a form by March 31 if you provide

Tony Scarborough, but because he was out of town, the NCCI asked savings of $13 million employee benefit information sys-

that the case be reassigned for a ruling on the emergency relief • Awarding pension benefits to survivors of injured workers who tems software, and by May 19 1f

The case was reassigned to Judge Bruce Kaufman, who denied die from causes unrelated to workplace injuries only if the injured you provide software for use by

emergency relief but instructed the superintendent of insurance to worker elected to receive survivors' benefits This provision is esti- risk managers

advise policyholders that the case was pending Continued on page 25 .

In a move termed unusual and illegal by an assistant attorney
general, the NCCI asked again that the case be reassigned, and on
Jan 9, Judge Art Encimas made a preliminary ruling that allows
the rate filing to take effect However, he ordered any money col-

Court rules on pharmacy liability
lected from the increased rates to be held in an interest-bearing
account until the trial, expected within 30 days Some $58 million is By STEPHEN TARNOFF mon, they add, though they note it still leaves important
expected to be collected from the increased rates unanswered questions about the ruling, such as what

Meanwhile, the attorney general's office, which represents the SACRAMENTO, Calif -California pharmacies can- percentage of defendant participation is substantial
Insurance Board, on Jan 24 asked the state Supreme Court to vacate not be held strictly liable for alleged injuries resulting enough for the market share theory to apply
Judge Encinias' ruling and remand the case back to Judge Scar- from prescription drugs, the state Supreme Court says The Murphy decision stemmed from a personal in-

borough A hearing on this motion is set for Feb 19 At the same time, the court also limited the scope of jury suit brought by Christine A Murphy, who devel-
Employers in New Mexico have seen workers compensation rates the controversial market share theory of liability for oped cancer at the age of 23, allegedly because her

increase each Jan 1 for the past few years Average rate increases DES cases espoused by the high court in Sindell vs mother took the anti-miscarriage drug diethylstilbes-
were 5 1% in 1985, 4 6% in 1984, 13 7% in 1983, and 9 2% m 1982 Abbott Laboratones trol, or DES, during her pregnancy in 1951 and 1952

The 1980 Sindell decision said that if a plaintiff can- Named as defendants were Exclusive Prescription

index
not identify the manufacturer of the DES that caused Pharmacy Corp, from which Ms Murphy's mother
her injuries, liability may be apportioned among the purchased the DES, and Squibb, the alleged manufac-
defendants according to their share of the market, un- turer of the DES
less defendants can prove they could not have made the Ms Murphy contended that the drug was defectively

Ask an actuary 20 Vol 20, No 5-Bustness Insur- product causing the injuries (BI, March 30, 1980) designed and that both the pharmacy and Squibb were

Classifieds 28 ance (ISSN 0007-6864) is published But, the court also ruled in Sindell that a "substantial strictly liable for her injuries
Comings&goings: buyers 12 weekly at 740 Rush St, Chicago, share" of the DES market had to be Included in an In addition, she contended that even if she could not

Insurance services guide 30 Ill 60611. Second-class postage is action for the market share theory to apply prove that Squibb manufactured the DES her mother
International issues 19 paid at Chicago, Ill, and at addi- In its most recent decision, Murphy us E R Squzbb & took, Squibb controlled 10% of the DES market and
Letters 8 tional mailing offices Postmaster Sons, the high court ruled that one manufacturer that therefore should be held liable under the market share
London line 13 Send address changes to Business controlled 10% of the DES market did not constitute the theory of liability
Markets 21 Insurance, Circulation Depart- "substantial share" required under the Sindell decision The trial court ruled that Squibb's alleged 10% share

Opinions 8 ment, 965 E Jefferson Ave, De- The Murphy decision is very beneficial for pharma- of the market was not a
44substantial" share within the

Perspectives 19 troit, Mich, 48207, 313-446-1611 cists, attorneys point out, because it removes a major meaning of the Sindell decision
Ticker 31 Copyright 1986 by Crain Commu- source of potential liability in California that would The court further ruled that Ms Murphy could not
Washington 15 nications Inc undoubtedly have led to significantly increased insur- recover from Exclusive because a pharmacy may not

ance costs be held strictly hable for dispensing prescription drugs
The decision also further clarifies the Sindell deci- Contenued on page 24



RIMS conference 1

features expanded Civil justice reform
benefits program Panel debates how much change is needed

By JOANNE WOJCIK O'HARE By JERRY GEISEL plaintiffs, eroding their resolve" in hope of settling a
case for less money than a company might have to pay

The expanded benefits management program at this year's Risk & WASHINGTON-It's time to reform the civil Justice in a Judgment, Mr. Goffman charged.
Insurance Management Society Conference lS designed to make a system, a panel of six experts agrees But Mr Goffman strongly argued against a funda-
benefits administrator one of his or her company's greatest employee But in a roundtable discussion at last week's National mental overhaul of the civil Justice system, describing it
benefits, organizers say Assn of Casualty & Surety Agents annual legislative as "uniquely capable of handing out punishments and

"We're broadening our horizons" by providing an opportunity for conference in Washington, the panelists were sharply awards "
RIMS members to gain insight into the health care and other em- divided on how extensive those reforms ought to be Les Cheek III, vp-federal affairs in the Washington
ployee benefits issues, said Kathy Dupree, risk manager at Metro The discussion, which brought together a consumer office of insurer Crum & Forster, also called for proce-
Vision in Atlanta advocate, a plaintiffs' dural changes, especially in the area of introduction of

Ms Dupree, a member of the 1986 RIMS Conference Committee, and a defense attorney, JIIIIB-F-iqlllli scientific and statistical
organized benefit sessions focusing on wellness and cost containment a physician and lob- evidence in toxic tort
at the 24th annual RIMS conference, April 13-18 in Toronto byists representing an Les Cheek of Crum & cases

"Because of the immense impact of (employee) benefits on their insurance company and Courts are beingForster says more thancompanies" and the fact that many risk management budgets include chemical companies, lir 8 flooded with so-called
benefits costs, both risk managers and employee benefits administra- echoed the debate on procedural changes are statistical evidence, but
tors will profit from the 25 benefits sessions offered during the week- the legal system that lS there are no standardsneeded to repair the civillong conference, said Ms Dupree now taking place in for its use, he argued in

The program has been expanded to include sessions on cost con- Congress and in state "Air- justice system. support of codification
tainment, wellness, state-of-the art benefit communications, post-re- legislatures around the of admissibility of evi-
tirement benefits and numerous other employee benefits topics, ac- country -Ii--I------ dence statutes
cording to Ms Dupree Consumer advocate Group data on disease

A special session that probes the question, "Is Cost Containment Joseph Goffman, an attorney with Congress Watch, a incidence is irrelevant to individual disease causation
Worn Out?" will be moderated by Walter B Maher, Chrysler Corp's Ralph Nader-supported lobbying and research group in issues, Mr. Cheek said "But most judges don't know
director of employee benefits and health services Washington, says the civil Justice system needs proce- that, and they should know it if Justice is to be done "

"Chrysler has been a real innovater a leader in cost contain- dural, not substantive, modifications However, Mr Cheek said more than procedural
ment," noted Ms Dupree "The crisis (in the civil Justice system) is one of effi- changes are needed to repair the civil Justice system to

During the session, a panel of experts will discuss whether the ciency The system 15 too expensive for those who give it more certainty and predictability
many health care would use the system," Mr Goffman said For example, Mr Cheek suggested the repeal of the
cost-containment ve- Mr Goffman singled out the discovery process as theory of joint and several liability under which courts
hicles are working ripe for change, charging that defendants are abusing have ruled that one defendant can be held liable for
or simply "trading discovery to wear down plantiffs damages caused by other partiesRmCH fORT: dollars and adding "Defendants often find it to their advantage to Those found liable in civil actions should be liable for
another layer of ex- stretch out the discovery process . to wear down Continued on page 29
pense and adminis-
tration," according
to Peter O'Brien, se- ABA report discounts 6 malpractice crisis'
nior vp at Alexander
& Alexander Inc of By STEPHEN TARNOFF Professional Liability

New York, who will coordinate the discussion The nine-member committee appointed last Septem-
Other panelists are Dr C S Lewis Jr, president of the American CHICAGO-There lS no medical malpractice "cri- ber by ABA President Wilham W Falsgraf Includes

College of Physicians, Samuel H Havens, president of Prudential sis," and major changes in the tort law system are un- plaintiff and defense attorneys, academicians and a
Health Care Plan Inc, Dr William Y Rial of the Blue Cross/Blue warranted, according to a recent report by a special state court Judge
Shield Assn and past president of the American Medical Assn committee of the American Bar Assn It was established to study current medical malprac-

After the debate, attendees will be invited to question panelists The ABA special committee said the tort law system tice legislative proposals and to develop ABA policy
"We hope this will be a lively, controversial program," said Ms in its present form is the appropriate vehicle for resolv- proposals to be considered by the House of Delegates If

· Dupree "But this is not a negative seminar," she added Those who ing disputes over medical professional hability, but the 450-member House approves the report, lt W111 be-
attend "will be able to see the other side" after having participated in added that some changes in the law could improve the come official ABA policy
other cost-containment seminars way medical malpractice and other tort cases are han- Specifically, the committee was charged with study-

Another highlight of this year's expanded employee benefits dled ing the mitiatives issued last year in the Action Plan of
schedule is two sessions on wellness programs "However, the medical profession's perception that the American Medical Assn Special Task Force on

One is an introduction to wellness, while Ms Dupree described the the medical malpractice insurance issue has reached a Professional Liability and Insurance
other as a "roundtable discussion that will be made available to expe- crisis' stage that merits major changes in tort law and In many cases, the committee recommendations dis-
rienced risk managers and employee benefits managers so they can procedure appears to be unjustified," the report says agree with those of the AMA
get together with others like themselves and swap stories " "Now, as 10 years ago, the tort law system is being For example, unlike the AMA study, the ABA study

This session will operate on two levels the discussion Itself, and an unjustifiably depicted as the primary cause of problems recommends that medical malpractice actions should
opportunity for inexperienced benefits and risk managers to "eaves- in medical professional liability insurance," the report not be exempt from punitive damages applied in tort
drop " The program lS designed to "go hand in hand with the intro- adds litigation, that no Justification exists for imposing spe-
ductory session, which will take them through the different steps of " We do not accept the contention that the tort law cial restrictions on contingent fees in medical malprac-
wellness, Ms Dupree explained system as it relates to medical malpractice insurance is tice cases, and that the "collateral source" rule should

In addition to sessions focusing on specific benefit topics like well- the primary cause of malpractice insurance rate in- be retained
ness, many seminars are designed to help benefits managers improve creases Nor do we believe that implementing major Contingent fees are the percentage of a plaintiff's
the administration of their benefit programs tort law changes will resolve the medical profession's award or settlement his or her attorney obtains as pay-

An intensive daylong program devoted specifically to employee perceived problems," the report says ment They often run between 25% and 40%
benefits administration will give attendees a chance to share prob- The report, which will be submitted to the ABA The collateral source rule prohibits evidence that a
kerns with colleagues House of Delegates next week, was prepared by the plaintiff has received monetary benefits, such as pri-

A session on communicating benefits through use of computers as American Bar Assn.'s Special Committee on Medical Continued on page 27
Continued on page 7 •

Arizona may let public entities self-insure
By CAROL CAIN icles before expiration, they "will be held ac-

In a memo to insurers, Arizona Insurance Director S. David countable for their actions" (BI, July 1, 1985)
PHOENIX-School districts and munici-

Childers warned 'that midterm cancellations, without a In that memo, Mr Childers told insurers
palities in Arizona would be allowed to self- doing business in Arizona "that midterm
insure their property and casualty risks corresponding increase in hazard and without policy language cancellations, without a corresponding ln-
under legislation being proposed by the State1--setting forth the conditions upon which the policy may be crease in hazard and without policy language
Insurance Department setting forth the conditions upon which the

A second piece of legislation being drafted canceled midterm, are injurious to the public interest.' policy may be canceled midterm, are injurl-
would restrict commercial property/casualty ous to the public interest and in violation of
insurers' ability to cancel a policy midterm, the trust owed by the insurer to its p011Cy-
except in certain defined circumstances holder "

Government entities, as well as private One bill will allow two or more public enti- would require insurers to provide the policy- A third proposal calls for legislation to es-
employers in Arizona, have experienced sub- ties, such as school districts or municipalities, holder with grounds for cancellation or non- tablish a joint underwriting association The
stantial increases in insurance prices while to enter into intergovernmental agreements renewal, as well as give a 60-day notice JUA would provide liability coverages that
seeing a reduction in available coverages, for the Joint purchase of insurance, or to pool Under this proposal, insurance could be are determined by the insurance director to
says S David Childers, Arizona insurance their risks for property and liability losses canceled if the policyholder failed to pay the be either unaffordable or unavailable
director through a self-insured plan premium, if there lS a substantial change in Under this proposal, all insurers that write

The situation is similar across the nation, Similar legislation that would have permit- the risk, if there is a substantial breach of liability coverage in Arizona would partici-
Mr Childers noted, adding that in Arizona ted school districts to self-insure their prop- contract by the policyholder, if there is a pate in the expenses and losses of the JUA
the problem is particularly acute for the day- erty/casualty risks failed to win approval in conviction of the named policyholder of a Rates would be set by a panel of actuaries
care industry, municipalities, school districts, last year's legislative session, said Gay Ann crime arising out of acts that increase the It is expected that as the market softens,
liquor retailers and nurse midwives Williams, executive assistant to Mr Childers risk, or if there lS a lack of availability of lines of coverage would be removed from the

In response to the availability shortfall, Mr She added that public entities already are reinsurance JUA, again at the discretion of the insurance
Childers last month proposed a multifaceted permitted to self-insure their workers com- Mr Childers addressed this issue last year director, Ms Williams said
plan, which includes several legislative op- pensation risks in a memorandum that warned insurers that In addition to preparing the legislation, Mr
tions currently being drafted in bill form The second proposal, if it becomes law, if they cancel large blocks of commercial pol- Continued on page 30
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Conti·%.ed from page 1
tions.

Participation in the captive, to be
called WILL for Waste Insurance
Liability Ltd., is open to any U.S. or
Canadian for-profit entity with
substantial waste operations that
meets the financial responsibility
and underwriting standards estab-
lished by the captive

The feasibility study was fi-
nanced by a group of 12 NSWMA
members headed by John A. Lind-
quist, a vp-risk management and
loss control with Browning-Ferris
Industries Inc., an .nternational
waste management firm headquar-
tered in Houston, Texas.

The captive, which will be domi-
ciled in Vermont, will offer EIL
coverage on a claims-made basis
with limits of $10 million per oc-
currence and a $10 million. annual
aggregate, with a $1 million per-oc-
currence deductible. Defense costs

will be inclusive ci policy limits,

according to the NSWMA.
Another coverage option offers

lima of $3 m.11ion per occurrence
and $6 million annual aggregate,
with a $1 million deductible.

Members of the association

would also have the option of f.-
nancing $750,000 of the deductible
through a loan arrangement with
the captive. The loan would be re-
paid over a four-year period fol-
lowing a loss.

Policies wr.tten by the captive
wculd require a minimum pre-
mium of $100,000 for $10 million in
coverage and 350,000 for $6 million
in coverage. The minimum pre-
mium will oe adjusted upward
based on actual losses.

After payment of the minimum
premium, policyholders wit be re-
qu.red to pay 20% of the amount re-
served for iuture claims over :

four-year period.
For examdle, if {11 million :s re-

served for losses in one pclicy year
the policyholder would be requirec
to put up 20% :f that amount over a

Today's businesses face all kieds of risks. From
computer losses to pohution fiabi,By. From prod-
uct recall to product,icbility. From business inter-
ruotion losses tos,rorism. And new risks are
emerging every doy. That's why so many busi-
nesses seek the advice of an independent
insurance Agent to help them onficipate end
manage those risks.

Why an Indeper.dent Agent? First. indepen-
dent Agents represent manycompanies-not
ire one. So they can ind the precise coverage
you need at the best price. And they can elim-
incte overlaps and gaps in your protedon.

four-year period, or $50,000 a year.
If the actual damages are less than
the reserve amount, the captive
would receive a refund so that the

premium paid equals only 20% of
the actual damages, according to an
NSWMA spokesman.

Members also are required to pay
a capital contribution to the captive
at the beginning of the firsz year of
coverage equal to one-half of the
member's estimated premium.

Members will be required to
make a commitment to purchase
insurance on a four-year basis and
will be required to give three years'
notice to withdraw from :he cap-
tive.

As a condition of providing cov-
erage, members will be required to
have an environmental assessment

of their facilities based en stan-
dards established by the captive.
The requirement would be waived
for companies that have had an en-
vironmental assessment within two

years of policy issuance, E the as-
sessment meets the standards set by

the captive.
The captive will be managed by a

board of directors appointed by the
members. The 12 firms that fi-

nanced the development of the in-
surer would have permanent posi-
tions on the board.

The captive was developed on
the basis of no reinsurance support,
but the NSWMA says it is antici-
pated that reinsurance will be pur-
chased if it becomes available.

Meanwhile, Aralie, which is
working with Rhulen Agency Inc.
of Monticello, N.Y., a specialty
lines insurance brokerage, has been
unable to come up with enough
sponscrs to finance a feasibility
study needed to get the proposed
EIL pool off the ground.

Despite this, Aralie founders
Charles P. Priesing and Allan H.
Bader are optimistic about their
chances for success.

"We're an unknown firm,"
explains Mr. Priesing. "We have a
credibility problem, but we're ad-
dressing that with an educational

Second, independent Agents are profes- You'll find an independent /nsurance Agent
sioncls familiar wit/ in-depth risk management wherever you see this symbol.
techriques- So they can recommend creative
programs Fhatutilize traditional insurance, se/f-
insurance, co-insurance, captives or a combi-
nation thafbestsuirs your special requirements.

Third, because 'ndependent Agents repre- I yous:?*bependent ]
sent you-not son·,ecompany-they can help \ /ASUmnreAGENT /
you reach a fcst Fair settlement.  SERVES YOU FIRST 

No wcnder mo-e and more businesses-

large and small-rely on Independent Agents
to protect Niem against today's risks. And THE MORE-THAN-ONE-COMPANY

tomorrow s. INSURANCE AGENT.

campaign."
"It's kind of like the chicken and

egg concept," says Walter A. Rhu-
len, president of Rhulen Agency.
"Everybody's sitting back waiting
to see if it's going to fly before they
agree to participate.

Mr. Priesing, president of Aralie,
says the EIL pool is tentatively
scheduled to begin operations in
April.

However, Aralie, which began
the search for prospective pool par-
ticipants in June 1985, has not yet
reached its goal of 50 companies.
Mr. Priesing declined to say how
many companies have agreed to
back the pool by financing the fea-
sibility study.

Companies interested in partici-
pating in the pool will be asked to
contribute between $1,000 and
$5,000, based on their annual sales,
to fund the feasibility study.

Mr. Priesing says he hopes to
offer limits of $3 million per occur-
renee/$6 million annual aggregate
of EIL coverage for both sudden
and non-sudden incidents. Current

plans call for the Hypercept i
(Highly Protected Environmental 1
Risk Concept) pool to retain $1 mil-
lion on each risk and reinsure the
balance.

The Rhulen Agency is working
on reinsurance arrangements for
the pool. Mr. Rhulen acknowledges
that it will be difficult to get rein-
surers to back any type of EIL cov-
erage, but he says that it is not "im-
possible."

Experts in environmental risk
management, Messrs. Priesing and
Bader borrowed the highly pro-
tected risk concept from the prop-
erty insurance area, where un-
derwriters offer discounted cover-

age to properties that employ ad-
vanced engineering to protect
against losses.

Companies participating in the 1
pool will have to qualify by under-
going an environmental risk assess- 1
ment. That assessment will be re- j
peated annually to guard against 
losses, Mr. Priesing explains. • 1

Transit agencies 1
considering pool

ROCK ISLAND, Ill.-Four Illi-
nois transit districts are exploring
the feasibility of forming a pool to
purchase excess insurance.

The districts serving Rock Island,
Champaign-Urbana, Springfield
and Peoria were forced to self-in-

i sure their liability exposures late
last year because they were unable
to find affordable coverage.

The Rock Island district's $10 ,
million in liability coverage writ-
ten by Transit Casualty Co. was
canceled Dec. 20. A Missouri court

in December ordered Transit's liq- f
uidation (BI, Dec. 9, 1985).

One bid for the same amount of

coverage would have increased the
district's premium 700% to $400,000,
an amount approximately equal to
claims incurred by the district over
the past 10 years, said John
Murphy, general manager of the
Rock Island County Metropolitan
Mass Transit District. Annual claim

costs in the past decade have
ranged from $23,000 to $47,000. The
four transit districts say a pool
would work because they have
similar operations with good safety
records. "It's like jumping in bed
with yourself," said Mr. Murphy.

However, Champaign-Urbana's
district operates 50 buses compared
with five for each of the other dis-

tricts, said Bill Volk, managing
director of the Champaign-Urbana
Mass Transit District.

The districts are being assisted in
the feasibility study by consultant
Joe Allovio of J.M. Corp. in St.
Charles, Ill.

Until the pool is formed, "going
without insurance is not as bad as it

seems at face value," Mr. Volk said.
All districts have unlimited taxing
power, so the districts could fund
any large judgment by issuing
bonds, he explained. .
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D&0 crisis costly to business
HAT WOULD HAPPEN to U.S. businesses ifthere were no directors and officers liability in-
surance?

We are beginning to find out.
Insurers are pulling out of the market or charging

dramatically higher premiums for very restricted cov-
erage because they say they have lost a bundle on law-
suits that never should have been filed, tried, settled or
gone to judgment.

And U.S. businesses are being hurt by the current
scarcity of D&0 insurance and the high price tag on
the coverage still available.

Corporations that can't find or can't afford D&0 in-
surance are losing their outside directors, who are re-
signing out of fear that their personal assets are at risk
if they are sued for actions they take, or fail to take, as
corporate directors (BI, Jan. 20).

Although these directors are promised reimburse-
ment by the corporation for both defense costs, if they
are sued, and for damage awards, if they are found
negligent, they say this isn't enough. They fear that
without an insurance backup, the corporation may not
keep its promise, or it may be precluded from keeping
it by a new management or even a bankruptcy court.

Good outside directors are important to any board.
They challenge management's plans and bring a fresh
perspective to business decisions. They also keep a
check on the unfortunate tendency of some manage-
ments to act in their own self-interest and not in the

interest of shareholders.

Many of the outside directors resigning today are
among the best.

However, we also suspect that some of the directors

letters

resigning because they have no insurance may not
have belonged on any board in the first place. It could
be that, lacking insurance, they suddenly realize they
may not be equipped to serve on the board. They may
have been more interested in the directors' fees and

social standing offered by a directorship than in the
hard work and diligence such a position demands.
They may lack confidence in their abilities and judg-
ment, leading them to conclude they might be found
personally liable for failing to exercise the degree of
care demanded of a director.

Any corporation that loses this kind of director
should count its blessings.

But while this current difficult D&0 insurance mar-

ket may be performing a useful function in weeding
out some ill-suited directors, more widely available and
more reasonably priced D&0 insurance is needed.
Higher directors fees or other compensation, which are
suggested alternatives to D&0 insurance, probably will
not attract all the talented and capable people needed
to serve the corporate or public good.

To save D&0 insurance, corporations and insurers
must begin to work together to construct realistic limi-
tations on the use of derivitive suits and other devices.

They have been misused to exhaust available D&0 in-
surance by attempting to impose liability on directors
and officers who acted in good faith on behalf of the
corporation.

If they don't. we'11 find out all too painfully what will
happen to U.S. businesses lacking D&0 insurance.

Businesses and the public will suffer the severe con-
sequences of losing most truly capable outside directors
on corporate boards.

NAIC officials aren't realistic about state regulation
To the editor: The new president and

vp of the National Assn. of Insurance
Commissioners (BI, Jan. 6) seem unaware
that circumstances have lobbied against
them, and the tide has turned against
state regulation.

NAIC Vp Edward Muhl, from Mary-
land, should have known better and
should have warned his colleagues of the
new perception of state regulation in Con-
gress and Washington.

Many congressmen and their staff
members were victims or near-victims of
state regulatory ineptitude in Maryland's
attempt to regulate savings and loan asso-
ciations.

Since savings and loan regulation and
insurance regulation are both basically fi-
nancial security oversight, it is clear that
if a state can't regulate relatively predict-
able savings and loan business, state regu-
lation of the increasingly complex insur-
ance scene is clearly outdated.

The state regulation crisis in Ohio S&Ls
simply reinforces the lessons of Mary-
land.

All of this is hardly an encouraging en-
vironment for anyone in state regulation
to hope for gains, and certainly a few
cheery visits from state insurance com-
missioners are not going to wipe away this
firsthand observation of state regulation
scandals.

NAIC President Josephine Driscoll and
Mr. Muhl's brave prognosis for state regu-
lation of insurance either did not recog-
nize this crisis for state regulation, or they
were not candid enough to mention such
an important challenge.

Business Insurance welcomes let-

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

VW .V, .+U.W--IW-I.WIll V.Z.V.

Most states don't take insurance regula-
tion seriously.

For example, if the governor does not
provide the state insurance commissioner
with adequate funds for the quality and
quantity of manpower and independent
regulation, why should Congress take

state insurance commissioners any more
seriously?

If the NAIC officials want to wage a
campaign in Washington, then they better
be more candid and more realistic.

Frederick Drum Hunt Jr.
Bethesda, Md.

Punitive awards serve lawyers, not society
"That's where theTo the editor: Punitive damage awards

were intended as a means to punish a
business for its negligent practices that al-
lowed an unfortunate circumstance to

occur wherein one or more persons were
made to suffer due to no fault of their
own.

The question of what to do with the
award money was never properly ad-
dressed. It has come to mean a method
whereby attorneys get wealthy by dip-
ping their hands in the pot to take a
healthy slice.

As a professional safety and hygiene
practitioner, I have been approached on
more than one occasion to become an ex-
pert witness for young attorneys just

starting out because,
real money is."

I think it's deplorable that this practice
is condoned in the United States. In Can-
ada and England, a solicitor is paid by the
hour only, which, in my opinion, is the
fair way.

The injured party should receive his or
her proper settlement and enough of a
share of the punitive award to pay the at-
torney.

The rest of the punitive award money
should go to a fund to help those unfortu-
nate enough to be injured with no cover-
age of any kind.

R.J. Holland

West Redding, Conn.

Rehab data don't consider extent of injury
To the editor: The article "Vocational

Rehab Costs Soaring: Study" (BI, Jan. 13)
finds an inverse relationship between
time and cost spent on rehabilitation and
the success achieved. There seems to be
no allowance for the seriousness of the in-

jury.
Perhaps those who were quickly and

cheaply rehabilitated simply were less se-

verely injured.
People who are badly injured obviously

will need more and longer attention with
a lesser degree of success in the outcome.

Ralph E. Brandli
Treaty Underwriting Manager

Prudential Reinsurance Co.
Newark, N.J.

Company corrects its listing in 8/ directory
To the editor: We would like to point

out to you an error in our listing in the
captioned directory published in your
Dec. 23, 1985, edition.

Under the heading of staff, you omitted
the reference to the one CEBS and

showed only four CPCUs, although our
response to the questionnaire indicated
five.

We are sure the omission of these pro-
fessional designations, particularly the
one directly related to the employee ben-
efit field, from our listing was an over-
sight.

Charles H. Cox

VP
Aldrich & Cox Inc.

Buffalo, N.Y.

. business
msurance

®

Reporting weekly for corporate risk,
employee benefit and financial executives

Publisher: Alfred Malecki (New York)

Editor. Kathryn J. Mcintyre,  RM (Chicago)

Deputy Editon Mark S. Rosati (Chicago)

Managing Editor: James M. Burcke (Chicago)

Assistant Managing Editor: Dave Lenckus (Chicago)

CHICAGO: Alison K,ttrell (Copy Editor)
Joanne Wojcik O'Hare (Assistant Copy Editor)
Carol Cain (Associate Editor)
Meg Fletcher (Associate Editor)

Stephen Tamoff (Associate Editor)
Linda J. Collins (Agent/Broker Topics

Associate Editor)

Donna DiBIase (Staf/Reporter)
Marilou Jones (Directory Editor)
Holly E Seguine (Graphics Editor)

Amy Palmer (Graphic Artist)
Paul Winston (Proofreader)

Cali Sangalis (Assistant to the Editor)

DALLAS: Michael Bradford (Associate Editor)

LONDON: Stacy Shapiro (London Editor)

LOS ANGELES: Robert A. Finlayson (Bureau ChieO
Steve Taravella (Associate Editor)

NEW YORK: Douglas McLeod (Bureau Chief)
Judy Greenwald (Associate Editor)

WASHINGTON: Jerry Geisel (Washington Editor)

Corporate: H.L. Stevenson (Corporate Editor)

Advertising Director: Donald A. Walsh (New York)

Midwest Sales Manager. Robert L. Niesse (Chicago)

CHICAGO: Deborah D. Neale (District Manager)
Beverly J. Kluxdal (District Manager/

Classified Sales)

Fran Prybylo (Production Manager)

LOS ANGELES: Michael J. Sharpe (District Manager)

NEW YORK: Charles A. Horvath (District Manager)
Jack Forrest (District Manager)
Martin J. Ross (District Manager)

Courtney Bauer (District Manager)

Director of Communications: Ronnie I. Drachman

(New York)

EDITORIAL: Chicago: 312-649-5398
Dallas: 214-363-1066

London: 01-404-4228

Los Angeles: 213-651-3710
New York: 212-210-0100

Washington: 202-662-7200

ADVERTISING: New York: 212-210-0133

Chicago: 312-649-5276

Los Angeles: 213-651-3710

COMMUNICATIONS: New York: 212-210-0132

CIRCULATION: Detroit 313-446-6492

Published by Crain Communications Inc., Chicago
G.0. CRAIN JR.

Founder (1885-1973)

MRS. G.0. CRAIN

Chairman

KEITH E. CRAIN

Vicechairman

S.R. BERNSTEIN

Chairman-execu6ve committee

RANCE CRAIN

President

MARY KAY CRAIN

Treasurer

MERRILEE P. CRAIN

Secretary

WILLIAM A. MORROW

Senior Vp-operations

Published weekly at 740 Rush St., Chicago. 111.60611, Telex 25-4248, Cable
CRAINCOM. Offices: 220 E. 42nd St., New York, N.Y. 10017, Telex 604207

CRAIN COM NYK; 1 Northpark, East Suite 114, 8950 N. Central
Expressway, Dallas. Texas, 75231: Suite 814. National Press Building.
Washington, D.C. 20045; 6404 Wilshire Blvd.. Los Angeles, Calif. 90048:
20-22 Bedford Row. London WC1 R 4EB, England. $1.50 acopy. $60 a year
In U.S. Canada and all other foreign add $16 for surface mail. Europe and
Middle East only add $45 for air delivery. First-class mail to U. S. and Canada
only, add $48. Bermuda only, $105 per year expedited delivery. WILLIAM
STRONG, vp-circulation. NICK CAVNAR, circulation manager. JOHN
HUFFMAN, fu/f#/ment director. Four weeks' notice required for change of

address. Send subscription correspondence to Circulation Department,
Business Insurance, 965 E. Jefferson Ave., Detroit, Mich., 48207, or phone
31344&1611. Microfilm copies are available from University Microfilms, 300
Zeeb Road, Ann Arbor, Mich. 48013. Microfiche copies available: Bell &
Howell. Micro Photo Division, Old Mansfield Road, Wooster, Ohio 44691.

Portions of the editorial content of this issue are available for reprint or
reproduction in other media. For information and rates to reproduce in

general circulation media, contact: ART MERTZ, The Crain Syndicate, 740
Rush St., Chicago, Ill. 60611,312-649-5303. For reprints or reprint

permission contact: Reprint Department, Business Insurance, 220 E. 42nd
St., New York, N.Y. 10017, 212-210-0229.

Memberof Business

-    Publications Audit of Circulation ABP

C-I-) /./-VII.

11

R

r



2

i, 1 151 '
a 1 i *,1 L Ir: f ,

11 tilt 4
1

5••5 a
al 111 r i

I. 1/1/5/*01 1 SIi/11*Ii /

* 1

21§11!tiliti:

1

10,a,lip=.7/

1 141'lll; 19"

It

.r

3 0.

A.JA- % a .5 I
N IN

aa

m

As America's largest professional reinsurer, we've seen itall. Our
/1 underwriters are linked electronically to our reinsurance database,
the largest and most useful in the industry.

Use of this database helps us formulate innovative solutions and new
ideas.

Our underwriting expertise is supported by our unsurpassed financial
strength, an important consideration in today's precarious marketplace.

Secure yourtuture. Call on ourexperience today.
General

*Re
America's Largest Reinsurer

General Reinsurance Corporation, Financial Centre, Stamford, CT
Atlanta, Chicago, Columbus, Dallas, Des Moines, Hartford, Kansas City, los Angeles, New York, Philadelphia, St. Paul, San Francisco, Seattle, Montreal and Toronto
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 THIS IS THE PLACE
Afin.ir-.1 FOR LONG-TERM
llill i AUTO LEASING

 INSURANCE.
-/ Be sure. Take advantage of our extensive
experience with this difficult-to-place business. Designed

specifically for the automobile leasing/rental industry, our
program saves you time, cuts your costs, satisfies yourcus-
tomers. We do the work, you get the credit!
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We invite your
inquiry and your
business Write or

call Ron Ruane.

• Lessors Excess Liability • Primary Physical Damage
• Lessors Contingent Liability • Primary Liability Coverages
• Contingent Physical Damage • Interim Ca· Coverages

• Residual Value Insurance

PAIGE-RUANE, INC.
INSURANCE

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

/Motors Insurance

The Inannce People from General Motors

i

1111
-Part-ners

New York Transit Authority
names risk management chief

Peter F. Lopez, 44, has been
named head of the newly created
risk management department of
the New York

1
City Transit Au-
thority. As
director of risk

management, 1

Mr. Lopez will .
be responsible
for establishing 2 1
and implement- 
ing both risk --
control and risk -21_
financing strate- Mr. Lopez

gies for the
NYTA, which has nearly 50,000
employees and annual operating
expenditures of almost $2.5 billion.
He will report to Albert C. Cosenza,

comings & goings: buyers

vp and general counsel. Prior to as-
suming his new position, Mr. Lopez
had been director of risk manage-
ment at the St. Regis Corporation
in New York. In addition, Mr.
Lopez was senior vp of Drum Fi-
nancial Services, the financial ser-
vices subsidiary of the St. Regis
Corp. Mr. Lopez received a bache-
lor of science degree in economics
and a master of business adminis-

tration degree from Fordham Uni-
versity in New York. He is a dep-
uty member of the Risk & Insur-
ance Management Society and a
former treasurer of the Captive In-

1 1

1 1---1 -1----
-  Da,-nershipl-what it fakestomake us bJhsuccessful.t least At has bein our exi*ri-- ---1 .elns.,e...ai.Er.!.scoas>e..d-e.YE!6Pedandiefnednek---&

software products for ovea decade During that
period)e've built strong ties with major corpora-
tions, benefits administratdrs and hdalth insurers.

R R                                 -..

Th*ialogue that initiat6s partneiship begins
for a prospectiv*lient whSn we togther eval6ate
yournid,2!54/9 51!-f!£capabilities.
For existing clients, day-to-day contact»1 the- -
operating level, *minars, user grouDs, and more
formal!consulting on a raltge of issues help to --strengthen,the,partnership.:.0

Youtee, Erisct actually}s in the Liness of providing solutions. Advanced software
-solutiohs-but,iore,tha*oftwareffor.example,-„,-

many OI our dieijts are striving to contain costi,
streamline operations, and'manage their business
in a m45£,sompetitive envi;onment. Implementing ,

-Efi86'Son-line, state-of4!fARYaftivareirl---
one way to achiee those gials. Another way is by talking with our benefits 1 1
profg5ionatrab@t-worir-flow'analylisr raising)---r
productivits and other key issues.

And, it works both ways. We think of our clients
as invaluable sources of information, who aid us
in updating our systems. ClaimFacts, our claims
processing system used bv over 70 health insur-
ers, corporations and thifd-party administrators,
is in its third version. ImpleFacts, which keeps
records for over 400 defined contribution plans,
is also in its third version. And, we are using the
design knowledge we have gained to introduce
new software like GroupFacts, a highly versatile
system for group life and health administration.

Our recent entry into the Dun & Bradstreet
family of companies places more resources than
ever at our disposal. it strengthens our commit-
ment to serving the benefits industry.

Partnersb,p. It makes Erisco more than a soft-
ware company.

For further information call:

Stephen Kendrick,
Vice President, Sales and Marketing at
212 765-8500.

Erisco

ng a company of
illl The Dun & Bradstreet Corporation

1700 Broadway
N.Y.,N.Y 10019

ClaimFacts, GroupFacts, ImpleFacts

surance Cos. Assn.
***

Kenny R. Bush, 31, has assumed j
risk management responsibilities at
Ivey's Inc., a nationwide mechani-

cal and plumb-
f - 7-.49 ing contractor,
-JA, in Kosciusko,

 --111 Miss. Mr. Bush
§ continues as
/1- 71 '413fll general counsel
-0 it for Ivey's, and

b will now also

.:- oversee prop-
erty/casualty in-

 surance pro-
Mr. Bush grams, employee

benefits and '

travel contracts for all Ivey-related
companies. He replaces Randy 1
Dew, who continues as Ivey's vp-
finance, and will report to J. Mar-
lin Ivey, chairman and chief execu-
tive officer of the company. Before
joining Ivey's in 1982, Mr. Bush was
vp for administration and develop-
ment at Magnolia Bible College in
Kosciusko, Miss. Prior to that, he
was associate legal counsel at Pep-
perdine University in Malibu,
Calif. He received a bachelor of sci-

ence degree in business administra-
tion from Freed-Hardeman College
in Henderson, Tenn., and a doctor
of law degree from the University
of Mississippi in Oxford. Mr. Bush,
who was recently named one of the
top young business leaders in Mis-
sissippi, is a member of the Ameri-
can Bar Assn.

***

Richard L. Broderick, 30, has
been named corporate insurance
manager at VF Corp. in Wyomiss-
ing, Pa. In this position, he will be
responsible for all phases of the
company's risk management pro-
gram, property/casualty insurance
and loss control. Mr. Broderick re-

places and will report to Roger
Eichlan, who has been named
director of property leasing for the
diversified apparel manufacturer.
Previously, Mr. Broderick served
as assistant vp/regional manager at
Self-Insurer's Service, a division of
Rollins Burdick Hunter Co. in At-
lanta. He received a bachelor of

arts degree in business administra-
tion from Belmont Abbey College
in Belmont, N.C., and a master of
business administration from

Southwestern University in Geor-
getown, Texas. He is currently
working toward the Associate in
Risk Management designation.

***

John Pflieger, 38, has been pro-
moted to director of compensation
and benefits at Blue Cross of

Greater Philadelphia. In his new
position, Mr. Pflieger will be in
charge of administration of em-
ployee benefits, salary and incen-
tives, as well as manual and com-
puter-based human resources in-
formation systems. He reports to
Robert W. Cantlin, vp-human re-
sources. Mr. Pflieger joined Blue
Cross in April 1985 as manager of
compensation. Previously, he was
manager of compensation and ben-
efits at Okidata Corp. in Mount
Laurel, N.J., and prior to that was
manager of salary administration
and benefits at Dow Jones & Co.

Inc. in Princeton, N.J. Mr. Pflieger
received a bachelor of science de-

gree in commerce from Rider Col-
lege in Trenton, N.J.

We'd like to report on staff changes in
your company's risk management,

safety or employee benefits depart-
ment. Just drop a note to Paul Win-
ston, Business Insurance, 740 N. Rush

St., Chicago, Itt. 60611, or eaU 312-649-
5442. Please send a photograph, too.



Lloyd's suspension

Allianz to buy 11 th-largest British insurer
By STACY SHAPIRO

LONDON-West German insur-

ance giant Allianz Versicherungs
A.G. is finally acquiring a British
insurance company.

Allianz last month announced it

will purchase Cornhill Insurance
Group, the 11th-largest British in-
surer, from industrial conglomer-
ate BTR P.L.C. for 305 million

pounds ($427 million).
The purchase concludes Allianz's

three-year search for a British
partner. Allianz launched an un-
friendly bid for Eagle Star Hold-
ings P.L.C. in October 1983, but
Eagle Star resisted the offer and
was finally purchased for $1.2
billion by B.A.T. Industries, the
huge British tobacco company (BI,
Oct. 31, 1983; Nov. 7, 1983).

Cornhill, a personal lines insurer,
was established by Lloyd's of Lon-
don broker Willis Faber P.L.C. in
1905 and purchased by industrial
group Thomas Tilling in 1944, a
spokesman said. BTR purchased
Thomas Tilling in June 1983.

In 1984, Cornhill reported a pre-
mium volume of 224 million

pounds ($313.6 million), pretax
profits of 14.1 million pounds ($19.7
million) and 2,450 employees, a
Cornhill spokesman said.

Allianz has no plans to merge
Cornhill with its British subsidiary,
Allianz International Insurance Co.

Ltd., which writes commercial
business, said an Allianz spokes-
man in Munich, West Germany.

Boon for Bowring
C.T. Bowring & Co. Ltd. is bene-

fiting from last year's purchase of
Gulf Oil Corp. by Standard Oil Co.
of California.

Bowring, which had been Gulf's
London broker, took over the
Chevron business as well on Jan. 1.

Previously, Bowring and Sedgwick
Group P.L.C. had jointly been
Chevron's London broker.

Bowring acquired the joint Chev-
ron/Gulf account through Browr-
ing's U.S. parent, Marsh & MeLen-
nan Inc., confirmed Brian Hibbert,
chairman of Bowring Non-Marine
Insurance Brokers Ltd.

Marsh & MeLennan and Bowr-

ing now broker all of Chevron and
Gurf's "peripheral" business that
isn't placed with Bermuda-based
Oil Insurance Co. Ltd., said Mr.
Hibbert. OIL is a petroleum indus-
try rnutual insurer.

Also, Bowring hired three Gulf
insurance department officials in
the past year to strengthen Bowr-
ing's marine and energy insurance
division, noted Mr. Hibbert. The
three men are:

• Martin Bowers, once Gulf's se-
nior manager-insurance in Pitts-
burgh, who is now a director of
C.T. Bowring & Co. Insurance Ltd.

• John Carter, formerly man-
ager of Gulf's insurance depart-
ment in London, who is now direc-
tor of Bowring Marine & Energy
Insurance Brokers Ltd.

• Paul Holliday, former deputy
manager of Gulf's insurance de-
partment in London, now assistant
director of Bowring Marine & En-
ergy.

"Their insight is really useful to
us because they know how to put
an oil corporation's insurance pro-
gram together and they give us the
client's perpective," said Mr. Hib-
bert.

Lloyd's of London has suspended
broker David George Thomas
MeAdams for one year and ordered
him to pay 3,000 pounds ($4,170) in
legal costs because he concealed
facts from a Lloyd's underwriter.

However Mr. MeAdams main-

tains he is innocent of the charges.
"I committed nothing wrong,"

london line

Mr. McAdams said. "I gave the un-
derwriter every piece of informa-
tion available."

The Council of Lloyd's last
month found Mr. McAdams guilty
of charges of breach of duty of ut-
most faith and behavior, which was
dishonorable, disgraceful and de-
trimental to the interests of

Lloyd's. However, he was found
not guilty of fraud allegations.

Although he was suspended for a
year, his suspension ends Friday
because the penalty runs retroacti-
vely to the beginning of a volun-
tary suspension Mr. McAdams ac-
cepted in February 1985.

The charges against Mr. McA-
dams stem from a disputed marine
insurance claim on the vessel Lit-

sion Pride, whose coverage was
brokered by Lloyd's broker C.

Rowbotham & Sons (Marine) Ltd.
Mr. McAdams was managing direc-
tor of the brokerage.

Rowbotham placed war risk in-
surance on behalf of Black King
Shipping Corp., which owned the
Litsion Pride, and other fleet
owners with Lloyd's Syndicates 868
and 505, underwritten by A.J. Ar-
cher.

According to Lloyd's, the policies
covered the vessels around the

world except for areas like the Per-
sian Gulf, which underwriters stip-
ulate as excluded zones.

k

/ 5 4

If vessels steamed into these

areas, the policyholder and the un-
derwriter were to renegotiate rates.
The policy provided that "informa-
tion of such voyage or deviation
shall be given to insurers as soon as
practicable and the absence of prior
advice shall not affect the cover

hereon," Lloyd's said.
On Aug. 9, 1982, the Litsion Pride

was hit by a rocket in the northern
Persian Gulf off the coast of Iran in
an excluded area. A broker from

Rowbotham's reported the loss to
Continued on net page

FMD Helps EmployersWhen
Employees Help Themselves.

Don't becaughtunprotected if one of youremployees is
caughtembezzling. Bnd out how F&DA Honesty Insurance
can beyour best policy Askyour agent orbroker, or write:
Marketing Dept, P. O. Box 1227, Baltimore, Maryland 21203.

ilfidelity and Depgit Company of Mayland
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London line
Continued from previous page
Mr. Archer, who said the claim
would not be covered because he

had not been advised that the ship
was traveling in an excluded zone
and separate rates had not been ap-
proved by the underwriters.

The case went to High Court in
London, where a judge ruled the
failure to notify underwriters be-
fore the ship entered the excluded
zone negated the coverage. The
judge added the owners had never
intended to notify underwriters.

The judge held the underwriters
were entitled to repudiate the cov-
erage on the basis of this fraud.

The judge "also found that Mr.
MeAdams had made fraudulent

misrepresentations to Mr. Archer
to induce him to settle the claim

and knowingly concealed from him
facts material to it," the Council of

Lloyd's said. "He held that the un-
derwriters were entitled to repudi-
ate liability on these grounds also."

However, Lloyd's disciplinary
committee did not find that Mr.

McAdams acted fraudulently.
But, Lloyd's said, "business at

Lloyd's depends upon strict and
scrupulous compliance with the
duty of good faith, and a deliberate
breach of that duty, whatever the
motive, is a serious offense."

Mr. McAdams also was found

guilty of making false statements
when he testified in the Litsion

Pride case.

"The disciplinary committee
found Mr. McAdam's evidence, to
the effect that he had disclosed rel-

evant information to Mr. Archer,

was to his knowledge untrue," said
Lloyd's. "The committee found that
the defendant's behavior was dis-

honorable, disgraceful and detri-
mental to the interest of the so-

Mr. McAdams, though, denies
that he withheld any information
from underwriters. "I gave un-
derwriters every information that
was available. . .the underwriter

was given the full facts," he told
Business Insurance.

"Lloyd's has made an example of
me for a minor offense," he added.

Mr. McAdams said he resigned
from Rowbotham's in 1984 on an

unrelated matter. He would not say
where he is now working.

Tax reform

The Assn. of British Insurers is

worried that the tax reform pro-
posal passed by the U.S. House last
year could cost them S40 million.

The tax bill would increase to 4%

from 1% the federal excise tax on

casualty reinsurance premiums
paid to foreign underwriters. The
tax is payable by the underwriter
(BI, Dec. 23, 1985).

However, under an agreement
between the United States and

Britain, known as the "double-tax-

ation treaty," British insurers are
not required to pay the tax to the
U.S. government. In return, U.S.
insurers are not required to pay a

similar British tax.
British insurers are concerned

the new tax bill will override the

double taxation treaty, boosting the
insurers' tax liability dramatically,
noted Keith Loney, the ABI's man-
ager of taxation and accountancy.

An ABI delegation flew to Wash-
ington last month to urge the Brit-
ish ambassador against the bill.

Fraud legislation
The British government may in-

troduce legislation at the end of the
year to crack down on persons ac-
cused of fraud, Home Secretary
Douglas Hurd says.

The government is studying rec-
ommendations by a committee
chaired by Lord Roskill on how to
improve fraud investigations and
trials. Mr. Hurd said the report will
be debated in Parliament and a bill

may be introduced in the next ses-
sion, which begins late this year.

The committee's report calls the
current system to deal with fradu-

How would you like to make
two more profitable reinsurance
contacts every month?
Subscribe to «the Re report" and you will receive a regular source
of no-nonsense up-to-the-minute news on reinsurance that will
help ¥ou maximise your profit-making opportunities.

"There's no way you can afford to fall out of
date on what's happening in reinsurance.
But you can rely on THE RE REPORT to
keep you in the picture. We're not afraid to
be controversial, to name names, to quote
facts and figures. If it's reinsurance if it's
news and if it's true - we'll print it"
Chris Morrison, Editor, the Re report

Have you ever said, «If only
I'd known that two weeks

earlier . . ." or even 'If only
rd known that. . ."

That's a problem in all
fields of business informa-

tion - but in reinsurance

more than most. It's a fast-

changing, international busi-
ness, not given to revealing
too much about itself. If you
want to really take hold of
the reinsurance market and

maximise your returns you need an independent,
accurate and factual news service.

The Re report is a private subscription newsletter
dealing exclusively with international reinsurance affairs.
Its completely independent news service is now taken by
busy insurance people in over 55 countries.

Published every two weeks from the heart of London's
publishing and financial district, the Re report is a
uniquely specialised news and analysis service. Concise,
lucid, logical, and above all accurate, the Re report is a
prime source of world reinsurance news. It develops the
facts in a fascinating and revealing way and in the process
provides one of the most lively and interesting insurance
reads in the world.

The Re report is selective in its reporting. This means
that you get special insight into the matters that most
affect you and your business operations. The key

To: The Re Report Ltd,
44 Fleet Street, London EC4Y 1 BS, UK
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factor in our coverage is not
the size of the event, but its
importance to you, the
reader.

As a subscriber you will
regularly receive reinsurance
news on marine, aviation,

property, liability, captive,
taxation and security topics.
In addition regular features
list major losses and catas-
trophes, report on major
corporate developments and

detail new industry appointments.
The Re report is available only on subscription. The

normal price for one year's subscription - 25 issues - is
$280. But if you send in your order now, you can benefit
from the special new subscriber rate of $230 - YOU
SAVE $50 ON THE REGULAR PRICE. Alternatively you
can order a six-month trial subscription at $130.

Reinsurance can be a risky business- but subscribing to
the Re report isn't. You are fully protected by a no-
quibble 100 per cent refund guarantee. You may cancel
your subscription at any time within 30 days of receiving
your first copy of the Re report. Your payment will b€
fully refunded and you may keep, with our compliments,
all the issues received. This guarantee has been offered to
all the Re report's subscribers; very few have made use
of it.

Subscription Order

m
Please enter my subscription order to
THE RE REPORT for one year (25 issues) at
the special new subscriber rate of $230 or
£145, saving $50 on the regular rate

Please enter my trial subscription to
THE RE REPORT for six months (13 issues)
at $130 or £80

Payment enclosed made payable to
THE RE REPORT LTD

Issue me/my company a pro forma invoice

lent activities "archaic, cumber-

some and unreliable. At every
stage-during investigation, prepa-
ration, committal, pre-trial review
and trial-the present arrange-
ments offer an open invitation to
blatant delay and abuse. . . ."

Fraud artists currently steal
more than 3 billion pounds ($4.17
billion) annually in Britain, noted
Gerald Kaufman, chief Labor

Party spokesman on home affairs.
The proposals could affect alle-

gations of fraud at Lloyd's.
Lloyd's Chief Executive Ian Da-

vison said last month that it is a

matter of "considerable regret at
Lloyd's that the solicitor general
has not brought any charges"
against people who "have stolen
millions of pounds from Lloyd's
members."

The committee's recommenda-

tions include that there be a new,

unified body to investigate fraud.
Currently, several agencies exam-
ine fraud cases.

Continental capital
Continental Corp. has injected 7

million pounds of cash into its
wholly owned subsidiary, Uniona-
merica Insurance Co. Ltd., increas-

ing Unionamerica's issued share
capital to 20 million pounds ($27.8
million).

The additional cash contribution

from Continental had been antici-

pated since last September's an-
nouncement that Continental

would merge the operations of Un-
ionamerica and Continental Rein-

surance Co. (U.K.) Ltd.

Together, Unionamerica-a non-
marine excess underwriter of U.S.

insurance and reinsurance-and

Continental Rewrite gross premi-
ums of more than 100 million

pounds, Continental says.
In addition, Continental recently

purchased controlling interest in a
Paris-based underwriting agency
for an unspecified sum.

Continental said that it pur-
chased a 75% interest in Groupe
Barthelemy, a French under-
writing agency that acts on behalf
of several insurers, including Con-
tinental, in France. Groupe Barthe-
lemy has an annual premium vol-
ume exceeding $23 million.

The remaining 25% are owned by
Jean-Loup Couturier, who has
been elected chairman of the

agency. Bruce Hayden, Continen-
tal's regional vp-European opera-
tions, and Peter Illias, Continental's

vp-international operations, also
will serve on Groupe Barthelemy's
board of directors.

Product liability
The enactment of the European

Community's controversial product 1
liability directive may increase
product recalls, warns a product
safety expert.

The directive "means that pro-
ducers are much more likely to re- 1
call a defective product to reduce
the possibility of serious legal con-
sequences," said Howard Abbott,
managing director of Product
Safety Ltd., a consultant and sub-
sidiary of Lloyd's of London bro-
ker Stewart Wrightson P.L.C.

The directive, issued in July,
gives EC nations three years to in- 4
clude strict liability provisions in 1
their national laws.

Under strict liability, it is not
necessary to prove that a manufac-
turer was negligent to recover
damages for injuries caused by a
defective product. Instead, the con-
sunner needs to prove only the
product was defective, and that he
or she was injured by it (BI Jan.20;
Oct. 31, 1985; Aug. 5, 1985).

Mr. Abbott believes companies
must establish recall plans before
the directive goes into effect.

"Sooner or later every company
will make a bad product. The man-
agement skill lies in knowing that
you have made a bad one, and then
getting it back by matching the re-
sponse to the threat." .



washington

Employer's health costs
shrink compared with GNP

By JERRY GEISEL

WASHINGTON-Employer
health care costs as a percentage of
the gross national product are de-
clining, according to the Employee
Benefit Research Institute.

In a reversal of an historic trend,
employer contributions in 1984 for
health care-which includes pre-
miums paid to health insurers and
medical claims payments by self-
funded employers-equaled 2.57%
of GNP, down from 2.63% in 1983,
EBRI says.

Health care expenses include in-
surance premiums and self-funding
claims payments for medical and
hospital care, dental and vision
care and short-term disability bills.

While employers' health care
costs in 1984 rose 9.3% to $97 billion
from $89.9 billion the previous
year, the nation's economic growth
exceeded that of health spending.

While health care spending as a
percent of GNP may be slightly de-
clining, employer health care costs
in 1984 were almost five times
greater than a decade earlier, ac-
cording to EBRI data.

Employers' $97 billion health
care bill in 1984 compares with
$21.1 billion in health care costs in
1974, when employer health care
expenses were only 1.43% of GNP.

More information on health care

costs is available in the February
issue of EBRI's "Employee Benefit
Notes." Individual copies of the re-
port are available for $10 each from
EBRI-ERF Publications, P.O. Box
753, Waldorf, Md. 20601.

Bolivian risks
The United States and Bolivia

have signed an agreement allowing
the Overseas Private Investment

Corp. to provide political risk in-
surance to U.S. companies that in-
vest in Bolivia.

"The successful completion of
this pact marks a significant step
forward in strengthening the ties
between our two nations," said
OPIC President Craig Nalen.

"The U.S. business community
has a long-standing interest in
South America, and Bolivia offers a
variety of promising opportuni-
ties," Mr. Nalen added.

The Bolivian accord is the third

agreement in the last 18 months to
extend OPIC coverages to employ-
ers investing in a South American
country. The first pact was signed
with Ecuador in November 1984,
and the second was signed with Co-
lombia in April 1985.

In another OPIC development,
Travis P. Dungan Jr. has been
named OPIC vp and treasurer.

Before joining OPIC, Mr. Dun-
gan was deputy assistant secretary
for finance at the Commerce De-

partment. He also was a senior
management consultant in the
Miami office of Peat Marwick &
Mitchell Co.

Profit-sharing plan
The Labor Department has ob-

tained a federal court order requir-
ing four trustees of a Louisville,
Ky., profit-sharing plan to repay
$5,434 to the plan.

The Department had charged
that James W. Snider Jr., Allen
Willis, Jim Bealmear and Sherman
Crenshaw, all trustees of Snider
Bolt & Screw Inc.'s profit-sharing
plan, caused or permitted the plan
to make a $75,000 loan to Mr.
Snider at an "unreasonable rate of
interest."

The court order says that the
$5,434 to be repaid by the trustees

represents the difference between
what the plan received on the loan
at 9% interest and what it would
have received if the trustees had
charged the market rate of interest
between Sept. 29, 1980, to Feb. 2,
1985, the Labor Department said.

The order was issued by the U.S.
District Court in Louisville.

Meanwhile, in another pension
issue, the Labor Department's pen-
sion office in Washington has been
renamed the Pension and Welfare
Benefit Administration.

The office previously was known
as the Office of Pension and Wel-

fare Benefit Programs. .

· »t..:3* .
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IMG and YOU PARTNERS in PROFIT.
We've got the PATm solution for increasing your

profits. IMG's experts in Participative Analysis
Techniques™ work with you in a uniquely structured
program to identify cost-saving areas, streamline
systems and improve customer services.

Our PATTM program optimizes your investment in
people and systems while at the same time improving
morale and promoting departmental cooperation. The
result is an on-going problem-solving environment
that will continue to generate savings and increase
profits long after we've gone.

Call or write today for our free Case Histories Booklek.

INSURANCE MANAGEMENT GROUP

300 Bedford Street • Stamford, CT 06901 • (203) 357-7169
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There are better places
to spend a weekend
than in a hospital.

Few people would choose to spend a weekend in a
hospital. But when their doctors request weekend
admissions for surgery scheduled on the following
Monday, the timing is seldom questioned. These
needless days of confinement are costly to you and
can cause undue stress for your employees.

Weekend admission limitations is one of the many
benefit options in CURE, the cost containment pro.
gram from the CNA Insurance Companies. CURE
also offers other options such as emergency room
limitations, outpatient surgery and pre-admission
review and testing.

With our program's flexibility, you can implement
these benefit options one at a time or as a complete
package, depending upon your requirements. CNA
will even help document your company's need for
cost containment measures by identifying poten-
tial problems through our management reports.
And to maximize your cost containment efforts,
we can help establish a Preferred Provider
Organization in certain communities or work
with an existing one.

Control your health care costs. Contact your
CNA group representative or insurance broker.

CNA
For All the Commitments You Makee

Coverage is provided through Continental Assurance Company, one of the CNA Insurance Companies.
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CONCENTRATION

When your arrows are scattered about, you'll
never score as many points as when they're
concentrated smack in the center of the target.

That's why, when it comes to your
advertising, you should concentrate your
efforts in the business publication that's
right at the center of the risk management,
insurance and employee benefits field.

a

New York: 220 East 42nd Street, NY 10()17 (212 ) 21()-0133 Chicago: 740 11114 <trect, Il 60611 (312) 649-5276 Los Angeles: 6404 Wilshirc BA d. CA 90048 (213) 651-3710
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Business Insurance. Reaching the more
than 121,000 decision-makers in the target
audience you're aiming at.

Your ads are sure to reach the influential

buyers. A bullseye every time!

Business Insurance. Because no matter

how many arrows you shoot, it's where they
land that lets you score big.

. business
insurance

The game plan that works.
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PRODUCT LIABILITY
U.S. firms must prepare now for upcoming changes in Europe

By Jerome Karter international issues

TO THE SURPRISE of many U.S. riskmanagers, the European Economic

Community Directive on Strict Liability
for Defective Products was adopted last
July, nearly a decade after it was
proposed in October 1976.

The directive, intended to harmonize

existing consumer laws and regulations
within member states, will impose
no-fault liability as a supplemental cause
of action for damage to consumers
resulting from defective products (BI,
Jan. 20; Oct. 21, 1985).

While the directive grants member

states three years from the date of
notification to legislate its 22 articles into
national law, risk managers of U.S.
multinationals can use this hiatus wisely
to help their subsidiaries in EC member
nations plan and implement necessary

product liability risk management
procedures.

For example, strict liability will not
apply to products put into circulation
before the enforcement of national

implementing legislation, but product
recall procedures will assume immediate
importance as a means of identifying the
date on which a product became

available for public consumption (see
story, page 14).

Under the terms of the new strict

liability directive, a producer will be

liable for damage caused by a defective

product, whether ,
or not the

producer is
negligent.

Prior to the

directive, most

member states

required that the
injured person
prove negligence
on the part of the manufacturer of the
defective product.

Historically, however, the cost of

proving negligence against a
manufacturer deterred many injured
persons from instituting product liability
actions.

But, once the implementing legislation
takes effect, by mid-1988, an injured
person will be required to prove only the
damage, the defect and the causal
relationship between the damage and the
defect.

As a further consumer protection, the
product liability directive requires that
the producer's liability remain
unaffected by the acts or omissions of
other parties that have contributed to the
cause of the damage.

However, when contributory

negligence can be proved, the producer's
liability may be reduced or disallowed.

The European Community's move
toward strict liability is meant to

supplement, not substitute for, existing
common law remedies such as claims in

contract or tort.

Thus, existing member state
legislation, such as the German
Pharmaceutical Act, will remain in effect
for the consumer's protection.

The directive requires consumer
compensation for damages-namely
death, personal injury and damage to or
destruction of any personal property,
other than the defective product itself,
that is not used for business purposes and
that has a value greater than 500
European Currency Units ($435).

This threshold was established to avoid

excessive consumer litigation. EC
member nations can avoid this

provision by legislating recovery for
non-material damages such as financial
loss.

Although the directive embraces the
principle of unlimited liability, member

states may legislate a cap of not less than
70 million ECU ($61 million) on liability
resulting from death or personal injury

caused by identical items with the same
defect.

The effect of this limitation by any
member state will be reviewed within 10

years from the date of notification of the
directive to

assess its impact
on consumer

protection in

general, as well
as Common

Market

functioning.
- The directive

defines a product
as all industrially produced movables, or
things that can be moved, including those
that are used in the construction of, or

installed in, immovables. The definition

includes electricity but excludes primary
agricultural products and game that have
not undergone industrial processing that
might cause a defect.

But, member states can enact their own

product definitions that would include

primary agricultural products and game
under the directive.

Under the directive, a product is
defective when it does not provide the

safety that a reasonable man is entitled to
expect, taking all circumstances into

account, including the presentation of the
product, the use to which it reasonably
could be expected to be put and the time

it was put into circulation.
A product's safety will be assessed by

excluding any misuse of the product not
reasonable under the circumstances.

Of primary importance is the

directive's broad definition of a producer,
which includes the manufacturer of a

finished product, the producer of any
raw material or the manufacturer of a

component part, and any party that, by

putting its name, trademark or other
distinguishing feature on the product,
presents itself as the producer of

Under the terms of the new

directive, a producer will be
liable for damage caused by a
defective product, whether or
not the producer is negligent.

Jerome Karter is vp and

manager Of the New
York International De-

partment of Johnson &

Higgins. His column on
international issues ap-

, pears the first Monday
of every month.

It is expected that a
sophisticated claimant will use
the convention to 'forum' shop
for a member state with more

favorable legislation.

an item.

The directive applies to products
manufactured either within or outside

EC member states. The producer
definition extends to any party that
imports into the EC a product for sale,
hire, leasing or any form of distribution
in the course of business.

Liability is joint and several in cases
where one or more parties are liable for

the same damage to the consumer.
The directive

further protects
the consumer's

rights by
allowing an
injured person to
treat each

supplier of a

product as its
producer in cases

where the producer of a faulty product
cannot be identified.

The supplier's liability will be
disallowed, however, if it informs the

injured person within a reasonable period
of time of the producer's identity or of
the party that supplied the product.

In the case of an imported product, the
same liability will apply if the product
does not indicate the identity of the

importer, even if the name of the
producer is indicated.

As a protection for both the consumer

and the producer, member states are
required to legislate a 10-year statute of
limitation on a producer's liability,
beginning with the date on which the
producer put the product in question into
circulation.

This provision will not, however,
prejudice legal proceedings already
instituted against a manufacturer at the
expiration date.

Defenses available to the producer
under the product liability directive
include:

• The producer did not put the
product into circulation.

• The defect that caused the damage

did not exist at the time the product was
put into circulation.

• The product was not manufactured
by the producer for sale or any other
form of distribution for economic

purpose, nor manufactured or distributed
by the producer in the course of its
business.

• The defect is due to compliance of

the product with mandatory regulations
issued by public authorities.

• In the case of the manufacturer of a

component, the defect is attributable to
the design of the product into which the

component has been fitted.
• The producer can prove that the

state of scientific and technical

knowledge at the time the product was
put into circulation was not such as to
enable the existence of the defect to be

discovered.

This is called the development risks
defense.

The development risks defense has
become one of the most hotly debated

provisions of the directive. Critics of the
directive maintain that this provision
unduly restricts the protection of the
consumer by allowing a producer to
escape liability via a state-of-the-art
defense.

Critics also ask how harmony can be
achieved among the product liability
laws of EC member states when an

option exists to exclude or include
development risk liability.

Fueling the debate is the expectation
that liability insurance costs will be

greater in those member states that
extend liability
for development
risks. Higher
insurance

premiums are

expected to
translate into

higher

production costs,

higher selling
prices and possibly lower profits.

Advocates of the directive, however,

maintain that an option to include
defense risk liability is necessary,
especially for a member state like
France, whose existing civil code renders
the seller liable in the case of a latent

defect in a product.
Under the French law, if the seller

knew of the latent defect, it must

reimburse the price paid by the buyer
and pay for damage suffered by the
buyer, who does not have to prove fault.

But, if the seller were unaware of the

latent defect, it only must reimburse all
or part of the price paid by the buyer,
who then must file a claim for damages
by proving fault on the part of the
manufacturer.

Thus, France only needs to pass
implementing legislation to remove
entirely the consumer's burden of

proof.
Compounding the development risks

issue is the Brussels Convention on

Jurisdiction and Enforcement in Civil

and Commercial Matters.

The convention, of which EC member

states are signatories, determines civil

court jurisdictions within the
member countries.

It is expected that a sophisticated
claimant will use the convention to

"forum shop" for a member state with

more favorable legislation.
Thus, producers or importers in the EC

countries that decide to permit the
development risks defense may find

themselves prosecuted in another
member country whose laws do not
include this defense.

Both producers and importers that

operate within EC member states should
buy liability coverage against lawsuits
brought within the entire European
Community.

A further implication of the
directive is the question of whether
claims will increase as consumers and

workers become aware of the right to
bring suit. To date, the reaction to the
directive has reflected the extent of

consumer activism

Continued on next page
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perspective

ASK A BENEFIT ACTUARY
What to look for consultant for non-U S employee benefits issues The The employer should call these references and check on

employer should be sure to meet these other consultants the actuary's competence in specific services, the

in a pension actuary and assess them as well as the actuary reasonableness of his or her fees and his or her

Once the employer has matched the individuals with communications skills
the services each will render, the employer should In addition, the employer should question the clients

1
I am an employer who sponsors a assess whether the actuary is competent to render regarding the actuary's responsiveness to requests for

Q
defined benefit pension plan, and specific services Competence can be assessed in part by services and whether the actuary delivers the work on a
I am interested in hiring an the actuary's. timely basis

actuary to do the plan's annual • Professional credentials Is the actuary a fellow or Finally, the employer should try to assess the extent

cost and liability calculations associate of the Society of Actualnes, a fellow or member of the actuary's involvement with the work performed
and to give advise on other of the Conference of Actuaries, an enrolled actuary? for client references Does the actuary only manage the

- employee benefits issues. What • Work experience For example, if the actuary is client relationship, or does he or she have meaningful
should I look for in hiring an going to advise on group insurance, how much time does responsibilities for actually doing, supervising or

employee benefits actuary? he or she actually spend on group insurance matters'> reviewing the client's work? The quality of the services
• Continuing education In the past 12 months, how usually are better if the actuary does more than manage

The employer's first step in has the actuary kept up with the many changes in the the client relationship

A
assessing a prospective actuary is to employee benefits field or increased his or her expertise As you can see, the process of hiring an actuary is not

understand the specific services the in employee beneits Some responses to look for are a simple one It requires that the employer invest time

actuary will render An actuary can regular reading of one of the employee benefit services and energy in asssessing one or more actuaries
be assessed only relative to specific or memorandums prepared by the research group in the However, the initial time commitment by the

services, which may include actuary's firm, and attendance at meetings or seminars employer should be rewarded by quality advice on
- • Performing recurring pension sponsored by the actuary's firm or a professional employee benefit issues .

cost and liability calculations. actuarial organization

• Advising on non-recurring pension issues, such as Another area to assess is whether the actuary's
Would you like advice from an expenenced colleague on

pension expense policy to comply initially with services are priced fairly Most actuaries charge an
a risk management, beneflt management or actuanat

Financial Accounting Standard Number 87 hourly billing rate; to assess the price for non-recurring probtem9 Three features m the Perspective section of Bust-
• Advising on employee benefit issues worldwide services, the employer should ask what this rate is ness Insurance can g:ve you some answers

• Advising on recurring group insurance matters, For recurring services, an actuary can estimate his or Ask An Actuary, Ask A Benefit Manager and Ask A Risk
Manager answer wntten questions from readers on r:sksuch as an annual valuation of retiree medical benefit her fee Ask for this estimate, but be sure to specify

and benefit management issues and ac-
liabilities or an annual review of the group life, health precisely what services you want tuarial problems
and disability insurance premiums charged by the The actuary's fee for an annual pension valuation will This month's column, on actuarial

employer's group insurer vary significantly according to the kinds of information issues, is written by Wimam J Miner, an

• Advising on non-recurring group insurance the employer needs in the actuarial report For actuary with The Wyatt Co in Chicago

matters, such as designing a flexible benefits program. example, a valuation that includes a detailed analysis of Ralph F Perry Jr, vp and dvector of
risk management at Amfac Inc in San

• Preparing employee benefits communications, the plan's experience during the past year or pension Francisco, answers risk management
such as summary plan descriptions, announcements of expense allocations to numerous operating units will be questions And, Joseph Duva, director of
benefit changes or employee benefit statements more expensive than one that excludes these items employee benefits and compensation at

m
It is a rare actuary who actually can perform all of The employee should meet face to face with any SCM Corp in New York, answers benefit

Mr. Miner management questions
these services for his or her clients Generally speaking, actuary who may be hired to assess the actuary's direct Mr Miner's column appears every
an employee benefits actuary will be expert in either communications skill Is the actuary clear and other month on the first Monday of the month Mr Duva's
pension or group insurance matters, but usually not in understandable in oral communicationst> The employer and Mr PeTTy's columns appear alternately on the second
both He or she generally will rely on another actuary also should review some of the actuary's written Monday of each month Mr Miner's next column will ap-

pear MAprilfor assistance in the other areas communications for the same characteristics
Address your questions to ASK, Business Insurance, 740

Furthermore, the actuary typically will use a Ask for the names of some of the actuary's clients, as N Rush St, Chicago, IU 60611 Please g,ve us your name,
communications consultant for any benefits-related well as the names of the Individuals at these clients who t:tle and employer, however, Business Insurance wttl con-
communications and an international employee benefits can give a reference regarding the proposed services sider uns:gned letters

U.S. firms must prepare for new European tort laws
Continued from previous page At this early date, U S risk managers
within member states U.S. risk managers will be faced with coordinating coverage are divided on the subject of the

In a highly consumer-conscious for an unprecedented mix of product liability exposures. Not directive's impact Increased litigation
country like West Germany, consumer

advocates are pressing for inclusion of
only will each exposure have to be identified and insured, but not only is anticipated, but also is

risk managers will have to address the possibility of expected to result in increased insurance

development risk liability costs

In addition, the West German claimants shifting venue to a more favorable jurisdiction. On the other hand, the absence of both

employers' confederation has called the - a contingency fee system and Juries in
directive "immature" and poorly timed civil cases in European nations is
when "efforts are being made in the future product development will be the claimant Nevertheless, compliance expected to protect member states from
United States to correct abuses of curtailed by rising insurance liability with the directive is expected by the astronomical claim costs experienced
producers' liability " costs mid-1988 in the United States

Spain, on the other hand, only joined The following developments are • Compliance with the directive also More importantly, U S risk managers
the European Community last month and expected by July 1988 is expected by mid-1988 in Denmark, will be faced with coordinating coverage
passed its first consumer protection law • Early compliance with the directive Italy and Ireland These three countries for an unprecedented mix of product
in July 1984 is expected in France, Belgium and favor the development risks liability exposures Not only will each

Although this law protects a Luxembourg Each of these Napoleonic defense exposure have to be identified and
consumer's economic and social rights, countries currently endorses strict • Consumers in the Netherlands are insured against, but U S risk managers
liability is limited to 500 million pesetas liability, which is unlimited under the lobbying against the 500 ECU deductible will have to address the possibility of
($3 195 million) Still, claims have . Napoleonic Code, and none will permit for personal property losses Still, the claimants shifting venue to a more
increased since the inception of the development risks defense Netherlands is expected to comply with favorable Jurisdiction
this law • Early compliance with the directive the directive by mid-1988 It will be too late in 1988 to implement

While the growth of consumensm in also is expected in the United Kingdom • Spain expects to need time to product liability risk management
Ireland has continued unabated, there The British government favors the resolve capacity problems relating to the procedures U S risk managaers with
has been an unpopular reaction to the development risks defense minimum no-fault cap of 70 million ECU subsidiaries in the Common Market
directive in Irish industry, which feels • The West German liability law has on liability for damage caused by should plan instead to address this subject

itself vulnerable to greatly increased been akin to strict liability since the late Identical products with the same defect immediately.
claims 1970s, when the burden of proof for Although compliance with the directive These same U S risk managers then

Likewise, while French consumers negligence was shifted from the claimant is expected in Spain by mid-1988, passage can sleep soundly while waiting to assess
have taken the directive in stride, to the manufacturer .

Prima facie" proof of the development risks defense is not national implementing legislation as it is
industry in that country is concerned that usually is interpreted to the advantage of likely passed prior to July 1988
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Ex-Goodrich risk manager
establishes consulting firm

Been-Olsen Agencies. also of Hous-
ton.

Pine States Management Inc. is a
new consulting firm specializing in
insurance management services,
including captive insurance com-
panies.

The Charlotte, N.C.-based com-
pany was founded by Spencer J.
Traver, who most recently was a
senior XI} of American Risk Man-
agernerit Inc. in Cleveland and act-
ing chief operating officer for
North American Specialty Insur-
ance Co., a member of the Swiss
Reinsurance Group.

Prior to joining American Risk
Management in late 1983, Mr.
Traver had been assistant treasurer

in charge of risk management at
BF Goodrich Co. in Akron, Ohio,
for 10 years.

Currently, Mr. Traver also is af-
filiated with London International

Underwriters Inc., a wholesale bro-
kering operation in Charlotte. He is
a senior vp of the company.

Mr. Traver, who said he has
raised capital from local investors,
also is seeking to acquire one or
more insurance companies, which
will underwrite primarily in spe-
cial market areas.

"I've always wanted to be on my
own," Mr. Traver said of his deci-
sion to establish Pine States Man-

agement.

Pine States Management Inc.'s
office is located at 6230 Fairview

Road, Suite 101, Charlotte, N.C.
28210; 704-364-5652.

Agencies to merge
Associated Agencies Inc. and

Robert M. Schrayer Co., both inde-
pendent agencies in Chicago, will
merge to create a firm that expects
to earn gross revenues of more
than $8 million this year.

If the new company's revenues
do top $8 million, as its officers pre-
diet, it would rank among the 40
largest agents and brokers in the
United States, based on last year's
annual Business Insurance survey
of the top U.S. brokerages.

The new company is retaining
the Associated name in the merger,
which was expected to be com-
pleted this month.

Last year, Associated ranked
87th among U.S. brokers in the BI
survey, with $3.6 million in gross
revenues. Schrayer was 93rd, with
revenues of $3.4 million.

Both agencies broker commercial
property/casualty coverages and
life and health insurance for indi-

viduals and groups.
In addition, the staff of Asso-

ciated brings specialties in medical
malpractice and jewelers' insur-
ance to the new venture. Schrayer
has acted as an administrator of

self-funded group medical insur-
ance plans.

The new company will have 130
employees.

Robert M. Schrayer, who formed
the firm that bears his name in

1971 and was a former partner of
Associated, will serve as president
of the new firm.

Max Robert Schrayer is chair-
man of the board of the new com-

pany. He joined Associated in 1924.
Irving E. Shainberg is executive

vp of the new company. He has
been vp of marketing and opera-
tions at Associated for the past 15
years.

Until new corporate headquar-
ters are completed at Washington
and Des Plaines Streets in Chicago,
employees will continue to work
out of·their current offices.

Acquisitions
GEM Agencies in Houston has

acquired Allied Underwriters-

New offices
Stewart Smith Mid America

Inc. has moved to a new location at

1 S. Wacker Drive, 28th Floor, Chi-
cago, Ill. 60606; 312-236-6114.

The Laub Group Inc., an inde-
pendent insurance agency in Mil-
waukee, has moved its administra-
tive operations to a new office at
839 N. Jefferson St., Milwaukee,
Wis. 53202; 414-271-4292. The
firm's executive offices will con-

tinue to be located at 324 E. Wis-

consin Ave. in Milwaukee.

/a

ID

NEW YORK: 220 EAST 42ND STREET/NY 10017/(212) 210-0133
CHICAGO: 740 RUSH STREET/IL 60611/(312) 649-5276
LOS ANGELES: 6404 WILSHIRE BOULEVARD/CA 90048/(213)651-3710

update

EMPLOYEE BENEFrrs:
COST CONTROL

/ssue Date: February 17
Ad C/osing: February 4

Cost-conscious benefit managers
turn to Business Insurance to learn

the latest nnethods employers are
using to save money.

business
insurance
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... is the word for Brocklehurst.
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Our independent team of adjusters and
surveyors has the specialized knowledge
to evaluate general oilfield claims - offshore
and onshore drilling, refir_ery and pipeline -
plus mining and marine claims. Call us for com-
petent, thoro Jgh handling of claims -
worldwide.

BROCKLEHURST

INTERNATIONAL

ASSOCIATES, INC.

Houston, TX 77060 Oklahoma City London SEl 2RA England
129411-45 North OK 73105 Battlebridge House
Suite 516 105 N.E. 27th Street 87/113 Tooley Street
Ph: (713) 820-1621 Ph: (405) 525-3597 Ph 01-407-6361

Aviation underwriters considering
changes in way claims are settled

By STACY SHAPIRO

LONDON-In the wake of the

worst year ever for aviation losses,
aviation insurers are reviewing
how air crash claims are settled.

Underwriters are working at the
moment on new wordings and in-
tentions to resolve how claims will

be paid and settled among un-
derwriters when an air crash

occurs, says Raymond Dowlen,
chairman of the Aviation Insur-

ance Offices Assn. in London.
Airlines would be able to have

their losses paid as quickly as possi-
ble and any quarrel among un-
derwriters would be settled later,
Mr. Dowlen said.

He confirmed that the contro-

versy about claims payments arose
when an Air India Boeing 727 mys-
teriously exploded on June 23,
1985, off the Irish coast, killing 303
passengers and 22 crew members
(BI, July 1, 1985).

Hull underwriters and war risk

underwriters wrangled for weeks

How to get greater control
over health benefit plan costs

If you're looking for an on-line/real-time way to
process health claims. ..if you'd like to reduce
payment errors, lower administralive costs and
improve productivity. . .you have -eason enough
to look into Genelcds new Health Benefit

Management System.

But if you're also looking for more detailed
claims data to help you make the right deci-
sions in the critical areas of cost containment

and utilization review - then learning more
about this one-of-a-kind health cia ns system is
an absolute must.

More than a quick and easy
way to process claims.

With the extraordirary amount of claims data
generated by this system, you'll be able to. . .

• tell where and how benefit dollars are being
spent

• monitor utilization to identify cases of over-
usage of benefits (or under-usage of cost-
saving alternatives)

• quickly spot large or unusual cia.ms requiring
special handling

• accommodate a full range of mxlern cost-
containment benefit features, including pre-
authorization, concurrent review second sur-
gical opinion and others

. ..and much more. Over a dozen different bas-

ic reports have been developed, and a nearly
unlimited number of variations are available to

provide precisely the data you need to max-
imize control over your health plan costs. Plus
each report can be scheduled to appear when
it best suits your needs.

Choose from multiple
tomfort zones" of service

You can use our system to process claims
in-house with our full support, or pay claims on
a time-sharing basis using Genelcds computer
services. You can even have us pay claims for
you with no obligation to purchase our system.

As a large claims adjudicator ourselves
(we process over $100 million in claims an-
nually), we developed our new Health Benefit
Management System to provide a comprehen-
sive, /ong term solution to the need for greater
efficiencies in the benefits field. What this

amazing system is doing for us now, it can do
for you, too.

Ask for our free brochure

Just clip and mail the coupon below. WeYII rush
our free brochure to you right away. For faster
service, call

1-314-962-2040

Don't delay. Contact us now to learn why Genel-
co's new Health Benefit Management System
should be your foundation for effective health
plan management and cost control.

 YES, I WANT TO LEARN MORE ABOUT GENELCO'S
NEW HEALTH BENEFIT MANAGEMENT SYSTEM!

I City

E] Send me your free brochure
El Please contact me

Your Name/Title

Company Name

State Zip

Telephone (be sure to include your area code)

GENELCO

1600 South Brentwood Boulevard
Suite 500

St. Louis, Missouri 63144
314-962-2040
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over who should pay the $95 mil-
lion hull loss, the most expensive
ever, he confirmed. In the end, the
underwriters agreed that half the
claim would be paid by war risk
underwriters and half would be

paid by hull underwriters. But, in
the interim, brokers C.T. Bowring
& Co. Ltd. had to finance the loss to

pay Air India.
New wordings on aviation hull,

liability and war risk policies may
resolve this delay in claims pay-
ments, Mr. Dowlen said.

Underwriters also are reviewing
their rating structures before the
next big push of airline hull and li-
ability insurance renewals April 1,
Mr. Dowlen said.

One leading Lloyd's of London
aviation broker has said that hull

rates may rise 40% to 50% over last
year and liability rates may rise
70% to 80%.

Mr. Dowlen added, "London is
doing something sensible: They are
increasing rates, particularly on
liabilities and particularly on
American airlines."

Mr. Dowlen was speaking at the
annual general meeting of the In-
stitute of London Underwriters

Jan. 21.

He said aviation claims totaled

more than $1 billion last year. The
total aviation loss figure includes
$410 million for the loss of 19 West-
ern-built jets, including five wide-
bodied aircraft, plus $90 million for
partial hulllosses, he said.

Another $500 million is tacked
on for estimated liability losses,
said Mr. Dowlen.

In 1984, hull losses totaled only

$60 million. The previous record for
aviation hull losses, $302 million,
was set in 1983 (BI, Dec. 9, 1985).

Mr. Dowlen said there was no

single reason why there were so
many losses in the skies last year.

"On average, we lose 20 jets per
year. Geographically, the accidents
lastyear occurred around the
world and there was no type of air-
line which fared worse than

others."

However, some people feel that
airline deregulation, particularly in
the United States, has caused a
slack in safety standards, he said.

"There may not be enough peo-
ple to inspect the airlines" because
of deregulation, he said. "But it's
only one opinion."

Aviation underwriters, as well as
specialist marine underwriters, also
were hit by an estimated $385 mil-
lion in satellite losses last year, top-
ping $282 million in satellite losses
in 1984, says the Institute of Lon-
don Underwriters.

Altogether, since the 1970s, satel-
lite underwriters have paid $900
million in losses and taken in only
$400 million in premiums, Mr.
Dowlen added.

As a result, most aviation un-
derwriters have stopped writing
satellite coverage, said David
Lowen, ILU chairman and senior
underwriter/general manager of
Orion Insurance Co. P.L.C. Orion

stopped satellite underwriting in
1984 (BI, July 2, 1984).

Each year, the ILU reports on
the marine and aviation casualties

of the year before.
Continued on net Page

MACLEAN, ODDY & AssocIATES, INC.
Domestic & Imernational Insurance Brokers

Insurances efected at Lloyd's London and representing
major U. S. insurors.

We are pleased to announce the formation of our Marine and Avia-
tion Division. This division concentrates on marketing medium and
large commercial and industrial accounts specializing in:

• PACKAGE POLICIES FOR OIL AND GAS

INDUSTRY

• RIG, PLATFORM & PIPELINE PHYSICAL

DAMAGE INSURANCES

• MARINE LIABILITY INSURANCES

• OIL LEASE OPERATORS LIABILITY & PHYSICAL

DAMAGE INSURANCES

• OPERATORS/CONTRACTORS EXTRA EXPENSE

INSURANCES

• BUILDERS RISKS

• SPACE & RELATED INSURANCE

• AIRCRAFT, HULL & LIABILITY INSURANCES

• AmpoRT LIABILITY INSURANCES

For further details, please contact: Miles Lowein
Anita Chanpong
Jean Bommarito

2121 San Jacinto, Suite 1818, L.B. #7, Dallas, Texas 75201
(214) 969-0090 Telex: 163191 FAX: (214) 9224113

(Exclusively through Agents and Brokers)
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agent/broker topics

ISU working to improve its recognition
By LINDA J. COLLINS Services Office's claims-made commercial

'A franchise agent in Michigan who is an authority in general liability form, while others deal with
Insurance agency franchisers are gearing one area of insurance can share his expertise with the operations of various insurance com-

up to help their member agencies locate mar- panies

kets and increase sales in the tightening com- other franchisees and will accept individual pieces Some other services initially offered by
mercial insurance market

of business on a commission-split arrangement between
ISU have been discontinued, Mr Ryan ex-

The franchisers, which vary dramatically plained For example, ISU had established a
in size and range of services, offer a variety the two,' explains ISU's Thomas Ryan. captive insurance company to reinsure some
of programs, though many have discarded nsks marketed by ISU members, but.it was
some ofthe services they formerly provided  not often tapped by franchisees and the $1

Following are profiles of the major fran- million in workers compensation business
chise organizations • Regional councils to coordinate the pro- detailing different franchise members' areas the facility wrote is now being run off

gram, including the training and advertising of expertise And, through a toll-free "An- ISU also formerly offered risk manage-
ISU International Inc. efforts, on a local level swerline," staff members will answer specific ment consulting services to member agents,

San Francisco-based ISU, by far the largest ISU Franchisees say they are excited about market questions or refer the caller to an ISU but "from a practical standpoint not enough
of the agency franchisers with 522 franchi- the new program agent who is knowledgeable in a particular need" was exhibited by members for the ser-
sees in 41 states and Canada, is currently in- "The system should help insurers allocate line of insurance vice to be maintained, he added

troducing a new strategy to help its members their surplus," said William W Fibiger, exec- Through this networking concept, "a fran- ISU's 522 franchisees generated more than
cope in the hardening market and improve utive vp of ISU/Security Group Inc in Al- chise agent in Michigan who is an authority $500 million in commissions in 1985, or an
ISU's recognition bany, N Y "Insurers will open up for people in one area of insurance can share his exper- average of about $960,000 per member

ISU began implementing its new market- who provide business that meets their cri- tise with other franchisees and will accept in- agency
ing and franchise identity program last teria and will make more capital available to dividual pieces of business on a commission- The franchiser, which employs 32 staff

month, and this effort will them in other lines " split arrangement between the two," Mr members, operates regional offices in Geor-
continue throughout most "Local underwriters still don't know who Ryan explained gia and Connecticut. It also has employees
of 1986, says Thomas J ISU franchisees are," added David M Fend- "Virtually all of ISU's target market pack- based m Florida and Tennessee
Ryan, ISU's chairman and erson, president of ISU/Fenderson Insurance age programs are defunct, but the agent-to- The initial franchise fee is $3,000, plus $300

 chief executive officer in Bangor, Maine The new program "will agent brokerage is very viable The price of per month in service fees, but Mr Ryan said
7 1 ISU's new approach in- have the most immediate impact and help for membership is worth the relationships you those fees will soon be changed to reflect new

' volves franchisees " are forming with top people in the industry," services currently being introduced
0 A national image "It's the companies we have to do the har- said Mr Berman ISU was founded in February 1980 with

program, which consists of dest sell to right now Then our image to the Although markets today may be too loca- $15 million in financial backing by Merrill
a series of meetings be- public will be promoted on a region-to-region lized for a national answer line to be very Lynch and by Edward Scarff, a San Fran-
tween ISU agents and basis," he explained effective in directing an agent to a specific cisco-based venture capital group In 1982, it

Mr. Ryan major insurers in each re- The new franchise image program will market for an account, "we still use the na- merged with InsurorsGroup, an information
gion. The meetings are in- have "a tremendous impact on the esteem of tional line on a daily basis for market infor- exchange network of large agencies founded

tended to develop stronger bonds between the ISU agent" and "could be a key part of mation," he said in 1976 by agency marketing consultant
agents and insurers Agents will be able to making the ISU franchise valuable," noted "I communicate with other franchisees, George Nordhaus of Insurance Marketing
identify the types of business that the insur- Knight H Berman, president of ISU/I Ber- particularly those within this region When Services Inc in Santa Monica, Calif
ers want to write, while insurers learn more man Company Inc in Montgomery, Ala one of us has a particular area of expertise, Marketforce International Inc.
about ISU member agents and the business Apart from the image program, ISU also others will remember and call the agent
they place has created a facility in San Francisco called when they have problems in that area," said Kansas City, Mo -based Marketforce, with

"We plan to find out what business insur- ISU Insurance Services, which presents to Mr Fibiger of ISU/Security Group Inc 308 franchises in 27 states, offers a unique
ance companies need to write and then pat- excess/surplus markets "the most difficult- "We use the Answerline on a daily basis I feature to some of its franchisees
tern our sales accordingly," Mr Ryan said, to-place business" brokered by ISU franchi- released the phone number to my marketing Not only does lt provide a market with
explaining the goals of the meetings "Fran- sees, Mr Ryan said "We are being selective people and agents, too Somebody is on the which franchisees can place Main Street
chisees invite local representatives of their in the risks we take to market, like asbestos Answerline every day to get market infor- commercial business, but it gives them an op-
principal carriers" to the gatherings, he removal, etc," he explained mation," said Mr Fenderson of ISU/Fend- portunity to share in the underwriting profits
noted Edward Tanke, president of ISU/Klein In- erson generated by that business

"The diversity within insurance companies surance Group Inc in La Crosse, Wis, said For an additional fee, ISU also offers its Marketforce agencies in 14 states can par-
is so great that negotiating with the head of- he placed a trucking account that generates franchisees a personalized- four-page news- ticipate in a program through whxh their
fice is not really practical Local insurance $400,000 in premium through the interme- letter that they can mail to their clients business is reinsured by Marketforce Inter-

company managers have a certain amount of diary, as well as a sizable municipality ac- The first page of the ISU Insurance and national Insurance Co
autonomy concerning who they do business count "We have also gotten quotes on as- Business Newsletter can be filled with copy Marketforce members participating in the
with in their area and know what they bestos removal" through the network, he written by either the franchisee or ISU program receive one-third of the under-
want to write on their books in that state," added Pages 2 and 3 contain insurance-related writing profit and investment income gen-
Mr Ryan explained ISU's new activities are a marked change topics The fourth page contains financial in- erated by the reinsurer without investing

ISU's new image program also includes na- from its old focus ISU was formerly known formation under the Merrill Lynch, Pierce, their own money in the operations This is in
tional television ads to increase the public's for designing and marketing specialized Fenner & Smith logo Mernll Lynch is one of addition to normal profit-sharing payments
recognition of ISU and its agencies, sales sup- package insurance programs to certain in- the investors in ISU and commissions they receive from the
port materials, like brochures and pamphlets dustiles, but insurers discontinued most of ISU brings together small groups of fran- fronting insurer, Centennial Insurance Co , a
that franchisees can distribute; and advertis- those programs last year as the market hard- chisees from different regions of the nation unit of Atlantic Mutual Insurance Cos
ing campaigns m trade publications to spread ened twice a year to discuss market conditions and Metropolitan Property & Liability Co con-
ISU's message to insurers Franchisees, though, still have access to to exchange office management ideas By se- tributed Marketforce International Insur-

e New training and marketing programs about 72 package programs developed by in- parating franchisees within the same region, ance's $5 million in capital and surplus
For instance, a sales techniques program in- dividual ISU agents Commissions from this agents avoid divulging secrets to competitors Marketforce International Insurance as-

cludes written materials that help agents and business are split between the agent that sells at the meetings sumes 75% of the business written by Cen-
customer service representatives present and the coverage and the agent that developed In addition, ISU holds an annual confer- tennial for Marketforce agents, explains
close sales The material details a model tele- the package, Mr Ryan said ence Several different sessions are run si- Marketforce President Leon R Levin That

marketing/target marketing program ISU members also can tap the expertise of multaneously for two days, and agents can business is then "heavily reinsured by A-
In addition, ISU will hold regional semi- ISU staff members and other franchisees to attend the topics that interest them most rated domestic reinsurers," he said

nars to explain this information and further help them place their business Some of the sessions focus on industrywide
64The facility has been operational for 11/2

train agency personnel For instance, ISU publishes a quarterly list topics, hke the implications of the Insurance Continued on next page

Franchisers change focus "It's been the perfectly right thing for us to do at the kets who were willing to write national programs are the
perfectly right time. It's really increased our profitability ones who have suffered the greatest in the hard market "

Cont,nued frompremouspage and our success," Mr Barker added For example, one program offered to ISU franchisees, a
"When we're having trouble, we can call ISU's Answer- PrideMark West m Costa Mesa, Calif, the only surviving package for motel owners that provided primary and ex-

line to either locate and contact another franchise agent regional facility of PrideMark Corp., is now acting as a cess property and liability coverages, was written by Tran-
who is an expert m that area and talk to him about how to managing general agent for ltS franchisees, serving as an sit Casualty Co , which a Missouri court ordered liquidated
write the account or we can locate markets that are writ- "underwriting facility for large or hard-to-place risks" said in December (BI, Dec 9.1985)
ing the business," he explained Wayne R Weld, president of the franchiser Another ISU package, a special events liability policy for

America One Inc, a franchiser based in Lansing, Mich, "We now have direct contracts with 11 or 12 markets, municipalities, was written by Midland Insurance Co,
did not need to modify its services to meet hard market and we can place business through other carriers as well," which has since discontinued underwriting many lines of
demands, because America One was founded to provide Mr Weld said business, including coverage for municipalities (BI, April

markets for franchisees, in addition to other services, says Eighteen months ago, Pridemark had seven regional of- 22,1985)
Robert C Lecy, president of America One fices, including the one in California, and planned to open Mr. Ryan stressed, however, that both insurers had A-

America One franchisee L David LaForest, president of offices in three additional regions plus ratings from A M. Best Co. Inc when the programs
LaForest Insurance Agency in Flushing, Mich., says the While franchisers are now devoting much of their re- were introduced to franchisees
service is invaluable. sources to finding markets for their franchisees, the hard- ISU franchisee Mr Fenderson said the trouble was that

"The America One franchise offered instant markets to ening market has damaged some of their own marketing ISU started offering those target market programs during
me It is by far the most important aspect of our organiza- programs. the soft market, when agents had other markets competing
tion With some of my companies, I alone can't possibly Many of the franchisers have been forced to discard spe- for those risks
give them enough volume to satisfy their requirements. cial target-marketed coverage packages, because insurers "That was probably a mistake," Mr Fenderson said
However, other franchise members can. So insurers won't will no longer write the coverage. "Franchises need these programs now more than they
terminate their relationship with me because of our com- "With the diversity of insurance risks, it'S extraordinar- needed them then. They didn't get the market penetration
bined premium volume," Mr. LaForest explained. ily difficult to put together a package program that lS they would have gotten in the hard market, and when the

"There's safety in numbers, and our volume alone has equally useful in all parts of the country," explained ISU's hard market came they didn't have the volume needed for
insulated us somewhat with our companies Some com- Mr. Ryan. "And, in tight markets, underwriters are apt to insurers to keep them in place "
panies probably wouldn't be doing business with us other- pull these package programs." PrideMark, which had about 25 special package pro-
wise," said William J Barker, president of Barker/Weber Many insurers that formerly wrote package programs for grams available to its franchisees 18 months ago, now offers
Insurance Agency Inc m Jackson, Miss, another America franchisers did not have a network of agents large enough no such packages But, according to Mr. Weld, "We're
One franchisee to coordinate such programs, he noted. "The specialty mar- working hard on a couple right now."
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Taking off
Franchisers emphasize marketing services

By LINDA J. COLLINS

Insurance agency franchisers are weathering the storm
precipitated by the current hard market by modifying their
services to meet franchisees' changing needs.

Many services franchisers offered when the market was
soft-like automation support, job placement assistance and
advertising programs-are not as important to franchisees
now.

To survive and compete, agents say they need help find-
ing markets to write their clients' business, and franchisers
are adapting by satisfying that need.

"Despite the other services we offer, most agencies now
join our franchise because they are desperate for market
access. We can provide them with expertise and more access
to markets than their competitors have," said Leon R.
Levin, president of Marketforce International Inc., a fran-
chiser based in Kansas City, Mo.

ISU International Inc., a San Francisco-based franchiser,

is now conducting regional meetings with franchisees and
their insurers to identify what types of business the insurers
want to write.

"This hard market has certainly crystalized our thinking
and organization to implement the new program," said
Thomas J. Ryan, ISU's chairman and chief executive offi-
cer.

In addition to ISU and Marketforce, the other franchisers

that are currently in operation include:
• Eagle 2000 Corp., based in Lake Wylie, S.C.
• America One Inc., based in Lansing Mich.
• PrideMark Corp., based in Costa Mesa, Calif. However,

the geographic area in which PrideMark operates has been
dramatically reduced (see story, page 24B).

Another franchiser, Systems VII Insurance Services Inc.,
still maintains an office in Santa Fe Springs, Calif., but its
franchisees say the company offers few, if any, services.

Systems VII franchisee Paul Diaz, principal of Paul Diaz
Insurance Agency in Huntington Park, Calif., said Systems
VII "is not functioning as a franchise at this time. They lost
their markets."

Another Systems VII franchisee, Dwayne Elam, president
of DKE Insurance Services in Long Beach, Calif., said the
franchiser is "not really" providing market assistance, nor
does it provide seminars or advertising programs for fran-
chisees.

Officials at Systems VII would not return phone calls.
Franchisers burst upon the agency scene in the late 19705

and early '8Os, offering to provide agents with a wide range
of services in return for a franchise fee (A/BT, Aug. 6, 1984).

At that time, most franchisers' services concentrated on

teaching their franchisees aggressive marketing techniques.
2 Many franchisers promoted themselves by suggesting that

buying their name would provide instant recognition simi-
lar to Century 21 real estate franchises or McDonald's fast
food restaurants. The franchisers said they would provide
lavish advertising campaigns to achieve this visibility.

Insurers, attracted by the potential volume of business a
franchise network could offer, furnished some franchisers

with a variety of specialized target marketing programs.
In addition, franchisers offered agents who paid their

franchise fee such services as:

• Agency management and marketing training.
• Risk management, engineering and loss-control ser-

vices

• Automation hardware, software and/or support.
• Group purchasing discounts.
• Premium financing.
• Appraisal services.
• Investment opportunities.
However, some franchisers failed to live up to their prom-

ises or met with financial difficulties and were forced to

close.

Franchisers like Intermark Inc., InsurAmerica and Cov-

erage Plus Systems folded before they signed up any agen-
cies. Others, like Marketcover, Insurance Consortium of
America and Insurance World, were able to attract some
franchisees, but failed nonetheless.

In addition, most of the franchisers that did survive grew
at a much slower pace than originally anticipated, and none
have become household names.

As the property/casualty insurance market hardened in
late 1984 and early 1985, many of the services that fran-
chisers had provided during the soft market began to lose
their importance to franchisees, who were scrambling just to
place their clients' business.

So, franchisers began concentrating on find-
ing markets for the franchisees, even though
that emphasis was foreign to some of them, one
observer notes.

"When franchises were introduced into the

American agency system, the franchisers did
not realize the necessity of being a product pro-
vider, because in the soft market. . .products
were universally available," explained Don
Eve, agency consultant and president of Eve

AS -

Insurance Agency in Flint, Mich.
ISU's Mr. Ryan said that his company's cur-

rent efforts to develop stronger relationships .
with insurers, and to identify the risks that
those insurers want to write, "is evolutionary and
is a reflection of the tight market."

"We (initially) did not address markets as a
problem, because when we started it wasn't a
problem," noted W.R. Murphy, chairman and
president of Eagle 2000 Corp.

Franchisees agree that the market assistance
provided by the franchisers is very important.

Because of the minimum volume requirements
insurers are now imposing on agents, and the lack
of market clout many agencies have compared
with regional or national brokerages, "smaller
agencies in smaller towns with few markets may
go out of business if they don't have a franchise to
turn to," said W. Murray Preston, a partner at Ni-
cholson, Clark & Co. in Decatur, Ill., and a Mar-
ketforce franchisee.

Marketforce has "definitely helped us, first to
place difficult accounts, and second, to find mar-
kets for accounts we did not have markets for

previously," said R.E. "Buffy" Mayerstein, presi-
dent of MBAH Insurance in Lafayette, Ind.

"ISU is probably the shining light here right
now. The tight market is tough," said David M.
Fenderson, president of ISU/ Fenderson Insur-
ance in Bangor, Maine.

Continued on nezt page
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Continued from previous page
The ILU represents 108 London-

based insurance companies that
write marine and aviation insur-
ance and reinsurance and account
for 25% of the world's marine un-

derwriting capacity.
Although the ILU does not spec-

ify how much underwriters lost in
marine casualties, Mr. Lowen esti-
mated that if marine underwriters

took in about 3 billion pounds in
premiums, they paid about 2.99
billion pounds in claims.

The ILU 1985 annual report does
say, however, that for the first time
since 1973, fewer than 190 ships
were lost in 1985; 189 ships were
lost. In 1984, 214 ships were lost.

The report also lists some indi-
vidual casualties. For example, last
year's most spectacular marine cas-
ualty was the loss of the $22.4 mil-
lion tanker Petragen One, which
caught fire and exploded as she was
unloading naphtha at the San
Rogue refinery and petrochemical
complex in Algerciras Bay, Spain.
More than 30 lives were lost.

Also, the $9 million oil/ore car-
rier Hope Star sank off the Canary
Islands in January, and the $8 mil-
lion Patmos collided with a tanker
in the Strait of Messine in March.

Other marine hull losses in-

cluded the $9.4 million tanker Fuji,
the $12 million LPG carrier Jatoba
and the $3.6 billion Arctic Career,

which disappeared without a trace
in the South Atlantic with 27 offi-
cers and crew members on board.

In addition, 21 vessels weighing
more than 100,000 tons were at-
tacked or struck by missiles in the
Persian Gulf area, with no esti-
mated cost, the report said.

The offshore account for marine

underwriters created significant
losses, which in turn created diffi-
culty in renewing the Master Drill-
ing Rig Contract in London last
June, the ILU report says.

Mr. Lowen believes, however,

that the "rig slip," for limits up to
$825 million, was fully placed.

Offshore losses last year included
the biggest offshore loss in the
North Sea in January 1985, when
the top of Mobil's single-point
mooring buoy in the Beryl oil field
broke from the supporting column
some 70 feet below sea level. The

unit, declared a constructive total
loss, was insured for 32.2 million
pounds ($44.8 million) plus debris
removal cost of 5.2 million pounds
($7.2 million).

Also, in October, Hurricane Juan
caused the total loss of the self-ele-

vating drilling platform Penrod 61
in the Gulf of Mexico. Valued at

$36 million, removal costs were es-
timated at $8 million. The hurri-
cane also slightly damaged another
platform (BI, Nov. 4, 1985).

Other large offshore claims in-
cluded an $18 million claim on the
self-elevating platform Zapata En-
terprise, which had a fire following
a well blowout in Indonesian
waters; three blowouts in Indonesia
costing total claims of more than
$25.7 million; and a $25 million cost
of control claim for a well blowout

in Mississippi, the report says.
The most significant loss to affect

the marine cargo account was a
warehouse fire at Port Elizabeth,
N.J.,in February, the report says,
with a total value of about $100
million.

"In the marine insurance mar-

ket, it is encouraging to note a
gradual and sustained improve-
ment in hull underwriting rates
and terms in 1985," says the report.
"However, the level of rating in the
hull all-risks account, where results
have been cushioned by a low inci-
dence of large losses, is still inade-
quate to accumulae reserves for
such contingencies."

But, adds Mr. Lowen, "I do not
accept that it is a seller's market
yet. We are entering into a year of
stability and balance."

In other areas of business, the
ILU confirmed that two companies
have left the institute this year: the
Insurance Corp. of Ireland, now

'We are entering into
a year of stability

and balance,'
predicts ILU

Chairman Mr. Lowen.

controlled by the Irish government,
and the National Employers' Mu-
tual General Insurance Assn. Ltd.

Also, on April 29, the ILU will
officially open its own "market" in
the former Alexander Howden

Group PLC. building on Billiter
Street just a block from Lloyd's
new building. Underwriters from
the member companies will be
based there.

There is concern the ILU market

will rival Lloyd's, but Mr. Lowen
says, "We have no intention of tak-
ing away business from Lloyd's, al-
though perhaps we will take busi-
ness from overseas markets." .
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California ruling
Continued from page 2

An appellate court subsequently
affirmed the rulings, and the state
Supreme Court agreed to hear the
case.

The first issue addressed by the
high court was whether pharma-
cists selling prescription drugs like
DES could be sued under a strict
liability theory.

Strict liability provides that man-
ufacturers, suppliers and retailers
can be held liable for placing a de-
fective product on the market that
harms an individual even if they
were not negligent.

However, California's strict lia-
bility doctrine does not apply to
professionals providing a service,
like doctors, though such profes-
sionals can be sued for negligence
or intentional misconduct.

Ms. Murphy argued that a phar-
macist's duties are essentially that
of a retailer and therefore they
should be potentially liable under a
strict liability theory.

She contended that, in the course
of their work, pharmacis-s perform
the task of a retailer and that, in
essence, a pharmacist is the
functional equivalent of "an expe-
rienced clerk at a hardware store."

Exclusive, however, argued that
a pharmacist is a professional who
provides an important health ser-
vice. With few exceptions. only a
physician or licensed pharmacist
may compound or dispense pre-
scription drugs, the company ar-
gued, and pharmacists must have
certain educational requirements,
practical experience and pass writ-
ten examinations given by the
state.

In its decision, the Supreme
Court noted it was necessary to de-
termine if the pharmacist's domi-
nant role in supplying a prescrip-
tion drug was to perform a service

Or hope to?
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'The plaintiffs'
position remains

healthy and strong,'
says attorney

Joseph A. Shaub.

or to sell a product.
Pharmacists are engaged in a

"hybrid enterprise" combining
professional services and the sale of
prescription drugs, the court con-
ceded, but it added it is "pure hy-
perbole" to suggest that the phar-
macist's role is similar to a clerk in
a retail store.

The court noted as a "key factor"
the fact that a pharmacist who fills
a prescription differs from an ordi-
nary retailer because he cannot
offer a prescription for sale except
by a doctor's order.

The court also looked to a state
law that addressed the practice of
pharmacy, ultimately ruling that
pharmacists who dispense drugs
are performing a service and could
not be held strictly liable.

In that law, the Legislature pro-
vided that the practice of pharmacy
is not only a profession but also a
health service that applies a scien-
tific body of knowledge to improve
and promote patient health by ap-
propriate drug use and drug-re-
lated therapy.

"The Legislature must have in-
tended, therefore, that even though
a pharmacist is paid for the medica-
tion he dispenses, his conduct in
filling a prescription is to be
deemed a service and. . .is immune

from strict liability," the court said.
On the issue of Squibb's liability

under the Sindell decision, Ms.
Murphy argued that Squibb's al-
leged 10% market share was a sub-
stantial percentage under Sindell
because it was the second-largest
seller of DES in the country.

The court disagreed, however.
"We reject this contention because
it is contrary to the theoretical jus-
tification underlying the market
share doctrine," the court said.

It emphasized that the court held
in Sindell that naming manufactur-
ers of a "substantial share" would
justify shifting the burden of proof
to defendants to exonerate them-
selves.

"Since Squibb had only a 10%
share of the DES market, there is
only a 10% chance that it produced
the drug causing plaintiffs injuries,
and a 90% chance that another
manufacturer was the producer,"
the court said.

"In this circumstance, it must be
concluded that she failed to meet
the threshold requirement for the
application of the market share
doctrine."

Both aspects of the decision
brought strong dissents. Chief Jus-
tice Rose Bird called the decision

that pharmacists cannot be held
strictly liable "unfortunate opin-
ion" and a retreat from the strict
liability doctrine.

"As a result of this unfortunate

opinion, doubts are cast on this
court's past statements recognizing
the applicablility of the entire doc-
trine of strict liability to defective
prescription drugs," the chief jus-
tice said.

"In the process, the very founda-
tions of the doctrine are called into
question. I cannot join in a retreat
from one of this court's most firmly
established, highly acclaimed and
beneficial adaptations of tort law to
modern mass production and mar-
keting methods."

In a separate dissent, retired Jus-
tice Otto M. Kaus, who heard the
case by special designation, said
that Squibb's 10% share of the mar-
ket was a "substantial percentage"
under the Sindell ruling.

He said that under the market
share concept, each manufacturer
can only be held liable for that pro-
portion of the plaintiff's damages
that equals its market share of the

DES that was manufactured i
and sold.

"Because the manufacturer's

liability is limited in this fash-
ion, I do not see how a particu-
lar manufacturer is harmed by
the plaintiff's failure to join
more manufacturers in the

lawsuit; any particular defen-
dant bears the same liabilty no
matter how many or how few
other manufacturers are
joined.

"Thus, I do not think a
plaintiff should be deprived of
the limited recovery which
Sindell allows against a partic-
ular manufacturer simply be-
cause, for one reason or an-
other, she has not been able to
amass the manufacturers of a
'substantial share' of the DES
drug," he added.

Despite the dissents, attor-
neys participating in the case
said they did not believe that
the decision drastically affects
California tort law, though
they noted that pharmacies
substantially benefit from the
decision.

Philip Brimble, Exclusive's
attorney, said the decision is
significant for California phar-
macies because, had the ruling
been reversed, they would
have faced substantially more
liability in drug cases, which
likely would have increased
their liability insurance costs.

However, pharmacies may
still be held strictly liable for
the sale of non-prescription
drugs, such as aspirin, accord-
ing to Mr. Brimble, with the
Los Angeles firm of Baker &
Camusi.

"We see it as a major victory
for pharmacists," said Tom
Ross, an attorney for the
American Pharmaceutical
Assn. and the California Phar-
macists Assn., which filed an
amicus curiae brief on behalf
of Exclusive.

Mr. Ross, with the Sacra-
mento firm of Downey, Brand,
Seymour & Rohwer, agreed
that a ruling against Exclusive
would have increased the

number of suits filed against
pharmacies as well as their in-
surance costs.

Squibb attorney Ralph Cam-
pillo says the court's interpre-
tation of the Sindell decision is

significant because it clarifies
that the plaintiff must name
defendants with a substantial
share and that this issue must
be addressed before other
issues in a DES case are de-
cided.

However, he noted the court
decision did not define what is
meant by a "substantial share"
of the market.

It only ruled that 10% is not
considered "substantial," he
explained.

Mr. Campillo, with the
Santa Monica firm of Haight,
Dickson, Brown & Bonesteel,
says he interprets the decision
to mean that manufacturers

controlling at least 50% of the
market must be included in
order for the market share

theory to be applied.
Exclusive's attorney Mr.

Brimble added that the deci-

sion may cause plaintiffs in
DES cases to name as many
manufacturers as possible to
overcome the "substantial"
share hurdle.

Joseph A. Shaub, an attorney
for Ms. Murphy, said the deci-
son was "not a big setback, if at
all" for plaintiffs in DES cases,
noting that it essentially did not
change the Calfiornia law.

"The plaintiffs' position re-
mains healthy and strong,"
said Mr. Shaub of the Los An-

geles firm of Simke, Chodos,
Silberfeld & Anteait.

"We're continuing to bring F
these cases," Mr. Shaub con-
cluded.
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years. Since it did not have the soft
market losses of other insurers, it is
willing to write business at reason-
able rate levels. This is a tremen-

dously attractive situation."
Among the lines written through

the program are general liability,
workers compensation, automobile
physical damage and liability,
property and umbrella liability.

"It is a target market facility,
with an identified spectrum of tar-

get-market
classes" of com-

mercial busi-

nesses, Mr.
6 - Al., Levin said.
bl,£'T"-1 Up to $1 mil-
m ...4 MT lion in primary
I. ill.,Rb limits and $1
I . 1- million in um-
IC < 1.I brella coverage

di l can be obtained
Mr. Levin through the pro-

gram, he said.
"This is not a market for hard-to-

place risks like professional liabil-
ity or long-haul truck," Mr. Levin
said, explaining that the insurer is
only interested in writing business
with good loss ratios.

William E. Beckman, president
of The Beckman Co. Inc. in Musko-

gee, Okla., notes that while Centen-
nial offers competitive rates to
Marketforce agents, "they won't
take everything that's sent to
them."

The program is available in just
14 states because Centennial only
writes in those states, he explained.
However, Marketforce hopes to
form a similar program for agents
in other states.

In addition to the underwriting
facility, Marketforce franchisees
can receive marketing assistance
through Marketforce's Kansas City
headquarters and through 11 con-
sulting agencies, which are large
Marketforce franchises throughout
the country that provide support to
regional Marketforce members.

The consulting agencies occa-
sionally place smaller franchises'
business for them, Mr. Levin said.

Commissions are then split be-
tween the two agencies.

W. Murray Preston, a partner in
Nicholson, Clark & Co., one of
Marketforce's consulting agencies,
said that the function of a consult-

ing agency "is to help agents in the
placement of good business for
which they've lost markets, and to
help them put together an ac-
count."

"Agents in smaller communities
sometimes have difficulties con-

vincing large clients that they can
adequately handle their needs. We
can help them do so," he said.

Marketforce attempts to assist
franchisees with specific marketing
problems rather than provide them
with specialized products, Mr.
Levin noted.

"We try to be generalists rather
than specialists in programs agents
may or may not need," he ex-
plained.

Franchisees submit risks to the

Kansas City office or their consult-
ing agency, where marketers dis-
cuss the risks to determine the best

insurers to approach with the ac-
count.

Marketforce also provides risk
analysis services for larger ac-
counts. Agents and their clients fill
out a highly detailed risk survey
form, which Mr. Levin says is
roughly 60 pages long.

"Then we undertake engineering
and inspection, make our recom-
mendations and go to market with
the account," he said.

In addition, the franchiser has
developed relationships with a va-
riety of surplus lines facilities with
expertise in different lines.

"Normally an agent's biggest
problem is time. They can waste a
lot of time going to the wrong mar
kets. We know which ones to go
to," Mr. Levin said. However, the
franchiser does ask franchisees to
submit these placements to Mar

ketforce 45 days before policy in-
ception.

Marketforce franchisees have

high praise for the franchiser's
overall marketing assistance.

R.E. "Buffy" Mayerstein, presi-
dent of MBAH Insurance in La-

fayette, Ind., said Marketforce
"gives us access Ici different mar-
kets we did not have access to be-

fore both difficult-to-place and
mainstream markets. They have
allowed us to find a back door to
some of these markets.

"Marketforce is also very good at
providing market information. We
can query them about a particular
risk. They are a good market
sounding board," he said.

"If an agency had no markets
open, Marketforce would be a god-
send to them," said Mr. Beckman.
While he admitted that Market-

force is struggling to place business
in the hard market, like all agents
and brokers, "they've gotten us out

Continued on next page
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For over 25 years - Brownyard has protected
the Security Guard Industry.

In 1959, William H. Brownyard created insurance protection for private
security agencies. Since then, a whole Brownyard team has perfected

the coverage. They continue today to provide state
of the art protection to security guard agencies

throughout the United States with stable,
A rated and licensed carriers.

• Professional Liability Insurance
• Umbrella Liability Insurance
. Third Party Fidelity Bonding
• Workers' Compensation Safety Dividend Program

Bl«NYARDBROTHERS
20 Fourth Avenue, Bay Shore, NY. 11706 • (800) 645·5820/(516, 666-5050

Youcanexpandyour
clientoptionswithour

Flexible Investment Contract.

R4

Flexibility is what makes this innovative contract such an
attractive group investment vehicle for pension, profit shar-
ing, thrift and 401(k) plans. It offers you and your clients a
number of options that can pay off in competitive returns for
them and more selling opportunities for you.

Flexibility in Investment Options
With State Mutual's Flexible Investment Contract, your cli-
ents and their employees can choose from four investment
accounts

• A guaranteed account that offers a choice of interest guar-
antees, long or short investment durations, and book value
liquidation at matunty.

• Plus the availability of stock, bond, and mono
market accounts.

The flexibility includes the freedom to invest
in one account or to allocate contributions

among all four accounts. Monies can even be
shifted from one to another to capitalize

-; on changing market conditions.

Flexibility in Services
* You can sell State Mutual's Flexible

Investment Contract on a "full service"

basis, which includes:
• Plan design · Employee communications

• Plan administration • Benefit payments
and recordkeeping • Government reporting

Or, if your client already has someone to
perform all of the necessary administrative,
communication and reporting functions, the
Flexible Investment Contract can be adopted
on an "investment only" basis. To .

learn more about this flexible group 'Pginvestment contract, mall the cou- 
pon now for a free brochure.

Your Flexible Investment Contract has some

interesting selling twists send brochure!

Name

 Firm
| Afl(Iress

I City St:,tf Zip

 Phone
 Attention Bruce B Crawford, Vice President Group Marketing
, State Mutual of America, Dept. DO-11B1BT

440 Lincoln Street Worcester, MA 01605

State Mutual of Americale-amWorcester, MA 01605

Ideas worth quoting.
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Agency franchises tam errors and omissions coverage obtain their own contract with one an opportunity for information ex- franchiser on a part-time bas s
We guarantee payment of their ac- of the insurers, their business can change Other agents in the fran- Unlike other franchisers that re-

Continued from previous page counts with insurers," he added be submitted to the insurer through chise are a useful source of market ceived maor financial oacking
of some Jams," he stressed 8 illiam J Barker, president of the franchiser, he said information," said Michael D from insurers or other jources,

"We're using their marketing fa- Bar ·ter/Weber Insurance Agency America One also places business Kirgis, owner of Mike Kirgis Insur- America One was initially cap.tal -
cility to place business For exam- Inc in Jackso n, Mich,says with five ercess/surplus brokers on ance Agency in loma, Mich ized with only $22,000 by the prin
ple, they were able to help us find Am arica One provides valuable a regular basis for hard-to-place or America One also offers a com- cipals of the agency, Mr Lecy said
high excess layers on a large sur- market assistance unusual accounts puter hardware and software pack- The current sign-up fee fo-
plus liability policy And, by work- 4r'n

i hey've actually gone out with "With America One I had mar- age, utilizing IBM Personal Com- America One franchisees IS $6,000,
ing with them, we have been able us to help us market large commer- kets right away They had insight puters, to its franchisees at a group plus a royalty fee of 10% of the
to be creative and find good mar- cial accounts Combined, two of into those markets as well," said discount of about 40% off the retail gross commissions on business
kets," said Thomas A Denhart, a these calls resulted in over $400,000 Bob MeElwain, president of McEl- price The system has rating, ae- written through insurers that con-
partner in Denhart Insurance in Fremiums to our agency," said wain Insurance Agency in Mount counting, record keeping and word tract with the franchiser and art
Agency in Cincinnati Mr Barker, whose agency focused Morris, Mich,who started his fran- processing capabilities advertising fee equal to 2% of gross

Marketforce holds an annual primarily on life insurance sales chise from scratch after working as "The automation system has commissions
three-day convention, featuring befcre becoming an America One a producer for another agency been extremely helpful for rating The advertising rever ues are
seminars, focus groups and infor- frarchise "Now (America One) helps me purposes, noted L David LaForest, split, with half used to reinburse
mation exchanges among members, America One tries to arrange maintain markets that I couldn't president of LaForest Insurance franchisees for local agency adver-
Mr Levin said The franchiser contracts for all member agencies maintain myself due to lack of vol- Agency in Flushing, Mich tlsing efforts and half used to ad-
publishes newsletters every other with the 12 insurers that currently ume," Mr MeElwain added America One has only three full- vertise America One
month for its members, and fran- have contracts with the franchiser America One holds monthly day- time staff members-a company Mr Lecy said that as long a:
chisees can buy personalized client and the original agent, said Mr long meetings with franchisees in liaison, a bookkeeper/accountant franchisees use the America One
newsletters for an additional fee Lee f, though some of the insurers its home office The meetings fea- and 'a vp of operations, who sets up logo on the advertisements, they

Marketforce also conducts some are not writing new agency con- ture different speakers and also are meetings and conducts training can be reimbursed for local adver-
group advertising programs tracts now because of the tighten- used for agent networking, fran- programs for franchisees How- tising of any sort, including spon-
directed at Industry publications It ing markets chisees say ever, the three principals of the sorship of little-league b:sebaLl
does not direct its advertising to the However, if franchisees cannot "Our monthly meetings provide founding agency also work for the Continued on r.ect pag 2
general public, though it Will pro-
vide advertising materials to fran-
chisees for a reduced cost, Mr
Levin said

Marketforce's 308 franchises +

generate a combined premium vol-
ume of about $700 million, Mr
Levin says

'4 0.
\Nnuarn

Marketforce discourages mem- Florida 32=
bership of agencies that write less 1*

than $1 million in annual premium O so \3 01
volume or do not write a substan-
tial amount of commercial lines t '*t A *A-TWX insure
buslness "We can't perform satls-
factorily for them, particularly in «t
this market," he explained

Marketforce was founded in 1982 1 '. *iKO

with a loan by Metropolitan Prop-
' INSUM:*

erty & Liability Currently all stock
is held by principals of Market- DENNIS P. OROZDAK
force, but Metropolitan has the op- 1* re 10

0.

tion of converting some of the loan 30 'r' 10 /R & COMIKNJ
into stock at a later date, Mr Levin 901 8 FINEST

POST OFF,CE 00* 5139
said SPAATANSURO S C 29304

Marketforce franchisees pay a
$7,500 sign-up fee and $375 to $600

803-585 8717

per month in service fees, depend- /

ing on use of services 404 \r
America One Inc.

,

r *

America One, with 22 franchises
concentrated in southern Michigan, 45

..4
·n *»*16was established to furnish markets

. *9
*. e.* 4P eff

for its franchi- Y 85 , ®

sees, says Presi-. ..rp .*6
dent Robert C rr,*fr;E:ZY 6

J 4014
2- *·

€'

D ALEC .
0.

„ , The franchiser
· Lecy

*3 was founded in A.

1981 by the prin- -.. *70 0:
d

cipals of Metz,
Lecy, Barnes & Psdz:41- Thias Insurance

t=U Agency Inc in
S•*

--r'' Y ./ J/

9*4

.2 '19

Mr Lecy Lansing, Mich , C*l
6

after the agency 0

began forming branch offices to be 4HUDSON FLORIOA 7operated by other agents le 1 9)762
t

-f
So many agents were interested *OWELL

in opening branches so they could AMAN
5.*  cr * 4/3 2113

obtain contracts with insurers, that
the agency's principals decided to 1

form a franchise operation devoted OFFICE: 2*853
primarily to providing markets for
franchisees, Mr Lecy said 1*03

By concentrating its efforts on a SONS»LIZE MICHAEL J ROMEOspecific geographic area, America
AND

NCE
One was able to avoid some of the FORMS OP= JNSURAexpenses incurred by other fran- a -47111 ALL
chisers, which conducted major A83

t:,0*
promotional efforts and operated O018 CRES<i vT 1-'Rion a nationwide scale, he added INSURANCE SPECIALISTS SNCE 18681045 North El Dorado StreetMany America One franchises   /209 CaStockton, Wornia 95202) 944-5540are start-up operations established ·2 2 DOMI. VAGER

POR T JE' F i- ERSON 51 A , A
fo

by individuals who were formerly
insurance company employees, 2 4 0

Eth,
agents for direct writers or agency 3 *

'*440, 002
employees 0 eY

"We give them everything.they 0

need to become Independent f h
agents We provide them with mar-
kets, train their inside help, teach 'r

them our bookkeeping and ac- 2 -

counting system, help with their 3
f

advertising and act as a liaison be- E
tween the insurers and the agencies
when problems occur," Mr Lecy

L 1
4

29 C.1 -, 1'0" er
said '4:... *-5LY *p eag

"We also help them market diffi- 1,
35.0. office 11. 1

cult accounts, set up training pro- Toll
Eree
-6270

grams for them and help them ob- -

. rN ano-542
44, ,
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teams. The group advertising buc-
get is used mostly for billboard and
print adve.:ising, although some
ads have aired on TV and radio.

PrideMark Corp.
PrideMark, which 18 months ago

boasted nearly 150 franch.ses and
seven regicri offizes in the West
and Midwest, has strunk in size.

Only one 01 the regionst facili-
ties, Pride Mark West in Costa

Mesa, Calif., ia now cperating, said
PrideMark president Wayne B.
Weld, whc notes that "we have

changed our fccus."
"Our initial thrust was u work

with small to midsized agenries and
provide the. with : number of ser-
vices. We fcuid we could not do

this financially with smaller agen-
cies. Now we are focusing on larger
agencies," Mr. Weld explained.

PrideMark West now has 53

franchises tisaT ave-age $7 million
to $8 million n annual premium

et. 201
1Ji-

4 bas M=n Street

1 1

r
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qi/!REIZED©(B(ECID(i/£7[DIZIDEr=mmIA . 1,
(Iii]B eE{ti@G;IDBZIaE]t[EIEGmm=*k *t- ---V-!t 5*:

around he country work ng w th arger agencies,'

explains PrideMark's Wayne R. Weld.

volume. Their combined premium
is about $150 million.

In addi:ion, the franchiser now is

a managing general agent with di-
rect contracts with "11 or 12 mar-

kets and access to other carriers,"
Mr. Weld said.

"Our focus is on large commer-
cial accounts," he said, explaining
the franchiser has contracts with

underwri:ers at Lloyd's of London.
"Our goal is to take our program

across the country using the under-
writing cluster concept, with un-
derwriting facilities in half a dozen
places arcund the ccuntry working

with larger agencies.
'By pooling agencies together. it

becomes economical for us to zake a

bunch of applications and visit (in-
surer) home offices to present the
accounts to the underwriters." Mr.

Weld explained. "It's easier to deal
with company people on a fare-to-
face basis, and it's easier for the un-
derwriters as well.

'Most of cur franchises' business

is not placed with us. They use us
for 5% to 10% of their business on

the average,' Mr. Weld said.
PrideMark has an annual fran-

chise fe€ of $5,000 and receives an

1000 Cl"*

uumness 6766·u·,unce, r euruary 0, 1300 / D,IL

override commission on business

placed through its underwriting fa-
cility. It will not accept agencies
that write less than $3 million in
annual premium volume, and that
business must be predominantly
commercial lines, Mr. Weld said.

Besides offering underwriting
and market placement services,
PrideMark conducts classes in

management, internal operations
and sales and marketing techniques
that are included in the annual

membership fee. Representatives
from the franchiser visit franchi-

sees regularly, Mr. Weld said.
PrideMark also holds regional

roundtable meetings approxi-
mately every two months.

The franchiser will help franchi-
sees evaluate their automation

needs and locate suitable equip-
ment. It also helps franchisees 10-
cate, interview and screen new
personnel, "particularly personal
lines and commercial lines cus-

tomer service representatives," Mr.

IN

Weld explained.
PrideMark was founded in 1982

as a privately held company. It has
received financial support from
four property/casualty insurers.

PrideMark would not furnish

names of franchisees to be inter-

viewed.

Eagle 2000 Corp.
Eagle 2000, which has 30 fran-

chises in Indiana, Ohio, Florida,
North Carolina, South Carolina
and Michigan, can't be easily com-
pared with the other franchisers.

Eagle 2000 does not provide fran-
chisees with market assistance, be-

cause markets were plentiful when
the company was founded in 1981,

said W.R.

Murphy, chair-
man and presi-
dent of the

Wylie, S.C.-
based fran-

However,

Eagle 2000 plans
to provide mar-
keting services

Mr. Murphy to members

soon.

Eagle 2000's primary thrust is to
provide sales training to member
agents and their staffs. It also pro-
vides franchisees with in-house

procedures and office layouts to in-
crease agency efficiency.

Mr. Murphy explains that the
franchiser uses a hands-on ap-
proach, with an Eagle 2000 repre-
sentative visiting each agency fran-
chise once or twice a month.

"I was impressed with their of-
fice system, the lateral files, color
coding, etc. They have probably
forced us into good work habits,"
said Oscar C. Mitson, president of
Eagle 2000/Mitson Insurance in
Fort Wayne, Ind.

While Mr. Mitson has operated
an agency for 27 years and did not
need the training programs for
himself, he said the programs have
helped his producers and office
staff.

"We have benefited mostly from
the in-house streamlining of our
personal lines operations. Their
modular office set-up has been the
greatest value," said Edward L.
Conkle, manager of Eagle
2000/Purmort Brothers Insurance

Agency in Van Wert, Ohio.
"Their physical set-up with files

and work stations is much more

beneficial and streamlined than

the way we were doing things pre-
viously. We are now arranging our
commercial lines department in a
similar fashion," Mr. Conkle
added.

H. David Fiandt, vp of Eagle
2000/Blaising & Fiandt Insurance
Inc. in Fort Wayne, said the sys-
tems have modified his agency's
set-up "not only physically, but also
our procedures for who does what.
Their sales meetings have also been
good. Our customer service repre-
sentatives have benefited from at-

tending them."
Eagle 2000 also provides adver-

tising assistance to its franchisees in
the Fort Wayne area. "We are con-
centrating on the Fort Wayne area
to make the region stand on its own
feet," Mr. Murphy explained. It
will then expand its efforts into
other areas.

The franchiser spent $100,000 in
advertising in Fort Wayne last
year, with a heavy focus on televi-
sion ads.

"We have gained substantial rec-
ognition as a result of the advertis-
ing campaign," Mr. Mitson said. He
added that in today's marketplace a
market assistance program would
be an extremely helpful addition to
Eagle 2000's services.

"We're in dire need of good, sta-
ble, markets," Mr. Mitson said.

Eagle 2000 has 18 employees-
eight in South Carolina, five in the
Fort Wayne region and five who
work from their homes in various

other areas tb service outlying
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Total' risk management essential today
By BRADFORD L. BARICK

770DAYS HIGHLY specialized, com-
-L puter-oriented society has introduced

problems unknown to businesses a decade
ago.

Technical and complex situations beyond
an organization's realm of expertise can crip-
ple productivity and erode profitability. Con-
sider the multitude of environmental and

hazardous waste issues and the professional
malpractice cases pending or product liability
injury cases.

You are no doubt familiar with the various

explanations for the severely depressed un-
derwriting results and have developed opin-
ions about the reasons for tighter under-
writing practices and premium increases.

During the soft market, at:ent.on shifted
from preventing or controllind loss to finan-
cial matters, and consequently, the cost of in-
sured and uninsured loss has increased dra-

matically. In essence, accounting gymnastics
and insufficient investment income have

caused the financial trauma.

Now the opposite, inverse relationship has
developed: Rates are rising and the capacity
is shrinking for all lines of business.

Merely taking orders no longer will suf-
fice. Loss-control services are salient not only
to "capture the right market," but also to
limit liability.

The hardening market is placing greater
emphasis on loss-control programs that affect
the direct and non-recoverable financial

losses and minimize insured risk exposures.
The result is preservation of human, prop-
erty and financial assets.

Insurance brokers also have seen and ex-

perienced the dynamics of the marketplace.
We are providing underwriters a detailed re-
port with practically every market study re-
lated to loss control.

In fact, for coverages in a hard market
such as product liability for pnarmaceuticals,
a comprehensive report is developed to price

out the business in an attempt to develop a
viable market for the risk.

In cases in which insurance coverage is re-
quired to stay in business and there is nc
known viable insurance market, an alterna-
tive is to develop a marketing report that will
attract reliable underwriters. However, the

success of this approach is directly propor-
tionate to the quality of each risk.

The hardening market puts greater emphasis
on loss control and risk management. Today
more than ever a total risk management applica-
tion is essential. '«Total" implies careful and stud-
ied attention to each of the three basic alterna-

tives for managing the risk:
• Eliminating or reducing the risk.
• Assuming all or part of the risk.
• Transferring the risk.
For now, the alternatives remain the same,

but the current insurance market dictates our

changing methods for applying them. Efforts
to ensure corporate profits must be directed
at preventing loss. Insurance is a limited
backup. However, there may be only partial
coverage and large non-recoverable cost:
even with traditional or full coverage.

Clearly, loss-control service is an essential
part of our business and supposedly a valued
resource for policyholders. To be successful
in the loss-control profession, an insurance
company, agency or brokerage must fulfill
not only the requirements of its own organi-
zation, but also be more responsive to the
needs and requirements of the policyholder
by providing more creative, innovative and
functional services.

A service provider must remember that
supporting the sales effort is the main objec-
tive. Risk assessment surveys are a viable
method to accomplish this, but such surveys
must be more precise and cost-effective.

Historically, typical underwriting-type
surveys have been systematically and inten-
tionally biased by conservatively assuming
the worst plausible case when faced with ur--
certainties. Such assumptions compound

error when they are used to derive other as-
sumptions of risk for a given exposure.

As a result, the risk may be significantly
exaggerated. This exercise compounds both
insurance and compliance costs.

Another common assumption is that a
typical underwriting fact-gathering ser-
vice, which results in a few recommenda-
tions, is disguised as loss control for the
insured.

Although fact gathering is part of the un-
derwriting business, it has not been sue-
cessful in preventing loss. It has been only
partially effective in predicting loss, but very
effective in frustrating the policyholder, pri-
marily because a poorly communicated ser-
vice is misunderstood.

The policyholder has to know and be reas-
sured that the underwriting effort is objec-
tive and productive, yet providing service as
an agent or broker is synonymous with serv-
ing two masters-the policyholder and the
insurer-both of whom have given needs and
requirements.

It is equally imperative that the insurer
and broker or agent work as a team, under-
standing each other's function as well as ca-
pabilites in serving a policyholder. When
loss-control service successfully supports the
sales effort, the results are new accounts and
retention of existing business with respect-
able loss histories.

Loss-control service that successfully sup-
ports sales will result in or contribute to:

• Identification of potential areas for loss.
• Recommendations that are pragmatic,

cost-effective and feasible to control and re-

duce risk exposures.
• Market stability.
• Fair and equitable quotations for in-

sured programs.
• Account placement with insurers capa-

ble of providing service to the policyholder.
• Maximum utilization of loss-control ser-

vices for the policyholder.
How loss-control service is provided is of criti-

cal importance. Basic operational factors remain
unchanged; however, we must improve upon
skills in applying these factors, including:

• Establishing the proper relationship
with the prospect or policyholder. The pur-
pose of service should be clearly established
as underwriting or consultation.

Service provided on behalf of the policy-
holder is to assist in fulfilling the policy-
holder's duties to provide a safe workplace,
premises free from unreasonable hazards to
third persons, and facilities that are reason-
ably safe from normally encountered physi-
cal damage perils.

Emphasize and strengthen this position in
discussions with the policyholder. You can
formally accomplish the position by incor-
porating a position statement in the proposal
and contract for services, and by providing
an exculpatory, or hold-harmless, clause with
each formal report.

• Conducting on-site underwriting sur-
veys. In essence, the underwriting survey is
an assessment of inherent risks. The activity
involves obtaining information and pres-
enting it to underwriters in a profile that
conveys client exposures and current con-
trols. Ideally, the report should be a factual
and well-balanced portrait of the account.

Because competition creates continued changes
in both pricing and underwriting requirements,
effective risk management periodically must re-
view the policy holder's changing

Continued on next page

Bradford L, Barick is up-
National Services Division

at Fred S. James & Co. in

Chicago.

i

OUR FIFTEENTH YEAR OF EXPERIENCE

STOP LOSS PROTECTION FOR SELF INSURED
HEALTH CARE PLANS

ATTENTION: CONSULTANTS,
ADMINISTRATORS, AGENTS, BROKERS

Aggregate and specific excess coverage for
qualified groups with as few as 150 employees.
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Continued from previous page
exposures and needs.

Current market conditions re-

quire a report on virtually every
risk. Historically, and perhaps
more now than ever, insurance un-
derwriters have been conservative

in coverage and pricing. They often
must rely on secondhand knowl-
edge of the account and an uneven
understanding of the operation and
exposures, yet they assume large fi-
nancial risks.

In the current hard market, the

underwriter is very uncomfortable,
and, if the risk is written at all, it is

apt to include a "contingency fae-
tor" for any unknown feature. Less
favorable price quotations result
from ignorance or from a low level
of trust or credibility in the avail-
able information.

Reduce the unknowns and in-

crease credibility by providing a
detailed underwriting report com-
piled by individuals with strong
technical backgrounds who know
the respective enterprise.

When an account is marketed to

several insurers, one unbiased re-

port by a highly respectable agency
or brokerage loss-control represen-
tative will save time and money for
the insurers and the client.

Recently, in an account mar-
keted to several insurers, four re-

spondents wanted to send their
own loss-control representative to
conduct an underwriting survey.
The survey required about five
hours, plus one hour of travel.

The availability of an objective,
valid and reliable report saved the
client at least 15 hours of additional

individual meetings, and the insur-
ers also saved time and expense.

Although the savings for this sin-
gle account may seem insignificant,
the less tangible benefits-better
client relationship, more consistent
underwriting and the reduced cost
of doing business-also should be
considered.

The report should be based on a
survey defined according to the
specific and relevant coverages and
should address all functions and

operations that may expose the cli-
ent to a probable loss within the de-
fined scope. The report should be
comprehensive and detailed
enough for a valid comparison with
existing insurance coverage and
risk management programs.

Through this exercise, we can
better assure the client that cover-

age is congruent with operations
and risk exposures.

The report that includes objec-
tive, valid and reliable data and in-
formation is invaluable for suc-

cessful marketing presentations.
Thorough and descriptive material
can and will enhance the recepti-
venessof the insurance un-

derwriter.

• Providing "unbundled" loss-
control services. The increased cost

of losses and coverage has focused
greater emphasis on loss-preven-
tion programs. Policyholders view
insurers, agencies and brokers as
consulting resources for assistance
in developing and implementing
activities, functions and programs
that reduce both direct and indirect

financial losses associated with the

risk.

In providing unbundled services,
we are serving as professional con-
sultants and not as the "eyes and
ears" of the underwriter. In the

consulting role, we must follow
legal protocols for selling profes-
sional services, as in developing
proposals, contracts and hold-
harmless agreements.

Although the policyholder may
pay a respectable fee for profes-
sional assistance, it is only a fraction
of the dollars at risk. The buyer,
however, often feels threatened and
thinks his fate is in the hands of the

loss-control professional.
In selling our intangible product,

our proposals, contracts and actions
must exhibit three major considera-
tions:

- Minimize uncertainty. The

ultimate goal is to instill confidence
in the policyholder in the areas
where uncertainty is felt, such as in
the service organization's capabili-
ties, the soundness of the expendi-
ture for the service, and defining
the specific nature and treatment
of the problem. He must be con-
vinced the service offered will re-

solve the problems.
Instill this confidence through

meetings, tours of operations and
written proposals and contracts.

However, the commitment to go
ahead only launches the effort to
gain his confidence. Efforts must
continue to reassure the insured

that the money for the service is
well spent.

Understand problems. A key
issue is the ability to identify spe-
cifically and address directly a sub-
stantive need or problem. Defining
the scope of the issue and the set-
vice parameters leads to an objec-
tive service proposal and contract.

Continued on next page
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Amid the many reference tools available, there
ts one unique source book that identifies the

major buyers in the commercial insurance industry.
The 1985 Business insurance Directory of Corporate

Buyers of insurance. Benefit Plans and Risk Management
Services. which features listings on more than 2,000 U.S.

corporations. is available now.
The BI Directory provides an expanded list of the major buyers
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on company sales volume and employee population. Access to data is

easy with complete alphabetical listings and condensed indexes by size of
company and geographic region.

Buyers and sellers alike use the BI Directory. As a buyer. the directory helps
you identify your corporate counterparts; and as a seller. you can pinpoint these
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Avoid commercial insurance gridlock-order your 1985 BI Directory today. after all...

the BI Directory is the route to take.
Business Insurance Directory 812/3

Single Copy Sales, 965 East Jefferson, Detroit, Ml 48207
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Total' risk management
Continued from previous page

- Provide professional loss-control service. If we
are selling "unbundled services," the staff must demon-
strate knowledge and skill in the areas of avowed com-
petence and recognize its limits in those areas.

• Assign loss-control personnel. Loss-control service
is a vital component in responding to the increased de-
mand brought about by industry dynamics, legislation
and risk control. A professional staff is the single most
important and costly asset in providing that service.

For the insurance industry, identifying, analyzing
and evaluating, then controlling risk are functions syn-
onymous with our objective: acquiring new business
and retaining current business.

An experienced staff with good credentials is more
apt to provide professional service. Increasingly, loss
control professionals must address issues relative to er-
gonomics, environmental risks, emergency prepared-
ness, benefits cost containment, industrial hygiene, oc-
cupational health, stress management, statistical data
analysis systems, robotics and other technical areas.

In many situations the management, communication
and specialized expertise need to be enhanced. The
leadership should be progressively innovative and
creative, proactive rather than reactive, one that will

agent/broker topics

develop and establish positive new trends.
New and modified products and services are needed.

For example, the insurance industry loss control/engi-
neering should consider: effective utilizaticn of com-
puters as information sources; new techniques in pro-
babilistic risk assessment for application in high risk
industries in order to measure the probability of
theoretically possible catastrophies; utilization of math-
ematical models to predict stages of fire growth and
toxic effects of combustion products; and other scien-
tific breakthroughs contributing to state-of-the-art ser-
vice.

The insurance companies, agencies and brokers
should maintain optimal service continuity and work
together to improve communications as well as educa-
tion and training programs.

To successfully "capture the right market," under-
write, retain and manage risks, we must predict and
quantify those risks. This interdisciplinary activity re-
quires a solid technological and management base.

The very dynamics of our business demand innova-
tion, flexibility and new methods, which at times may
be unconventional.

)Loss-control service is vital in developing accurate,
complete and balanced information to facilitate sound
underwriting and provide the needed assistance for the
policyholder to ensure continued insurability. .

a/bt inlo

• Agents, brokers and others in-
terested in loss control can take

steps to reduce damages that can
occur after a fire has been extin-

guished through information pro-
vided in an 80-page manual, pub-
lished by the Property Loss Re-
search Bureau, called "The Ad-

juster's Guide to Property Loss Mit-
igation Procedures and
Techniques." The booklet costs
$7.50 and can be ordered from the
Property Loss Research Bureau,
1501 Woodfield Road, Suite 40OW,
Schaumburg, Ill. 60195-4978; 312-
490-8560.

• The Independent Insurance
Agents of America Inc. has pub-
lished an updated and revised ver-
sion of its "Automobile Insurance

Manual" used by high school se-
niors who participate in the asso-

When

E =$
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Events and issues take months, or sometimes
years to unfold! And when you depend on
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You'll never again spend valuable time
wading through a pile of back issues
to find what you're after! And you
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three quarterly reports and a cumulative
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quarterly reports.
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time is money you don't want to get

caught short. Vital information can be
within reach whenever you need it.
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ciation-sponsored Project InVEST
(Insurance Vocational Education

Student Training) course. The
manual demonstrates a variety of
insurance concepts and insurance
agency functions using automobile
insurance as a basis. Revisions were

based on suggestions received by
insurance agents and educators
who have participated in the pro-
gram since it was started in 1970. It
costs $12.50 and can be ordered
from Gene O'Dell, IIAA Project In-
VEST Administrator, 100 Church

St.,New York, N.Y. 10007; 212-285-
4670.

• Step-by-step procedures for
choosing courses, programs,
study methods and materials, as
well as registering for national ex-
aminations, are outlined in "1985-

1986 Key Information" from the
Insurance Institute of America. A

"Self-Inventory for Prospective
CPCU/IIA Students" is also in-

cluded for students seeking educa-
tional counseling. Free copies are
available from Field Services De-

partment, The Institutes, 720 Provi-
dence Road, Malvern, Pa. 19355-
0770; 215-644-2100.

• The 1985 edition of the Alli-

ance of American Insurers' Policy
Kit for Students of Insurance is

designed to help those new to the
insurance industry as well as those
interested in continuing their in-
surance training. The kit contains
sample policies, forms and endorse-
ments for casualty, fire, marine and
life insurance. Copies are available
for $8.75 each, including shipping,
from the Alliance, 1501 Woodfield

Road, Suite 40OW, Schaumburg, Ill.
60195-4980; 312-490-8628.

• Agency advertising and
marketing are the focus of a new
book from the the Independent In-
surance Agents of America Inc.
"Independent Agent's Advertising
and Marketing That Works!" dis-
cusses how agents can identify
their image and create marketing
plans. It also identifies which forms
of advertising are the most effec-
tive. The softbound book is $9.95
from the IIAA's Communications

Department, 100 Church St., New
York, N.Y. 10007; 212-285-4282.

• A 72-page book compiling a
collection of previously unpub-
lished research papers covering a
range of insurance topics is now
available through the Society of
Chartered Property Casualty Un-
derwriters. The research papers
were originally submitted by five
CPCU chapters for the society's
National Research Excellence com-

petition. Topics include: "Construe-
tion Risk Management and Insur-
ance"; "A Study of the Effective-
ness of Residential Alarms"; "Sex
as a Rating Factor in Automobile
Insurance"; "Health Care Cost
Containment: A Perspective for the
Future"; and "Maritime Occupa-
tional Injury Insurance." The book,
"In Pursuit of Excellence: A CPCU

Research Anthology," costs $22 per
copy and can be ordered from The
Society of CPCU, Publications Di-
vision, Kahler Hall, 720 Providence
Road, Malvern, Pa. 19355; 215-251-
2742.

• Members of the Independent
Insurance Agents of America can
obtain a marketing kit containing
brochures; articles on the use of ex-
cess/surplus markets; information
on the Insurance Services Office's

new claims-made commercial gen-
eral liability policy form; and IIAA
advertising materials. The market-
ing kit is called "SOS, Survival plus
Opportunity means Sales." To
order, send $5 to the IIAA Commu-
nications Division, 100 Church St.,
New York, N.Y. 10007; 212-285-
4268. •



State levies comp fines
By CAROL CAIN

MOUNT VERNON, Wash.-Big Foot's Salvage, a recycling and
second-hand goods shop, had been in business only 10 days last July
when a pickup truck exploded, severely burning a salvage yard
worker.

The cost of medical treatment, rehabilitation, lost wages and other
expenses associated with the injury are estimated at $2 million, ac-
cording to the Washington Department of Labor and Industries,
which administers the state's monopolistic workers compensation
fund.

Now, the department is fining big Foot $2.01 million to reimburse
the fund for payment of the claim, charging that Big Foot did not
register for workers compensation insurance prior to the accident.

Nine other employers were fined last month for similar violations,
and an 11th employer was fined last November. Those fines range
from $66 to $325,000.

"Employers can no longer count on Labor and Industries to for-
give and forget when they sign up after the fact for insurance cover-
age they were supposed to have all along," said Dick Davis, director.

However, Mel Decker, one of Big Foot's owners, said he contacted
the department when he started his business and was told by the
department that he had 90 days to file the number of workers and
the number of hours they would work to figure Big Foot's premium.

Mr. Davis says he has no proof of this conversation.
"I've worked hard. . . .I wasn't trying to shaft anyone," said Mr.

Decker, who is appealing the fine. He said the department is just
using the fines "to scare the little guys."

Mr. Decker and his brother Chuck, Big Foot's other owner, say
they believe they complied with the law and now are "being forced
into an expensive legal battle with the state, which will stretch our
families and finances to the limit."

Mel Decker also noted that the department gave employers with-
out coverage a 90-day grace period from July 1 to Sept. 30, 1985, to
sign up with the state fund without fear of penalty.

State officials would not comment on the grace period.
That grace period was noted by the attorney for another employer

fined by the department for allegedly purchasing insurance after an
accident.

The department in November fined Aries Aire, a Moses Lake
company that leases airplanes, $325,000 following the July 29 death
of two pilots in a crash while fighting a forest fire.

John A. Bishop, a Bremerton attorney representing Aries Aire,
said the pilots were independent contractors-not employees-and
thus, Aries Aire was not obligated to buy workers compensation
insurance for them.

"Aries Aire signed a contract with the state to provide planes and
pilots, and the pilots signed a contract with Aries Aire," Mr. Bishop
said.

The company has filed an appeal with the Board of Industrial
Insurance Appeals, but no hearing has been set.

The $325,000 in penalties assessed against Aries Aire equals the
anticipated cost of the two claims, including burial expenses, imme-
diate cash payments to each victim's wife and monthly payments to
the pilots' surviving dependents.

Since the Department of Labor and Industries began its recent
crackdown, several employers have registered for insurance, Mr.
Davis said.

"What's driving this is what's equitable for all concerned. . . .No
employer should be operating without insurance," he said.

Mr. Davis said the department has no way of knowing how many
Washington employers are operating without workers compensation
insurance, though he noted that about 1,500 claims have been filed
with the state fund in the past two years by employees who worked
for employers without insurance.

"Other workers and employers shouldn't have to pick up the tab
when workers employed by unregistered employers are killed, or
even when they just file routine claims. Fair is fair and fraud is
fraud," he said.

"This law hasn't been used before, but from now on the law is
going to be enforced," Mr. Davis said. "Let the message go out: We're
using every means at our disposal to show that it doesn't pay any-
more to cheat other employers by cheating the system."

Wellness gains popularity
A large number of New England

employers are hoping to make their
employees healthier through well-
ness programs, a survey shows.

More than 62% of the 191 organi-
zations responding to a November
survey conducted by William M.
Mercer-Meidinger Inc. say they are
promoting wellness.

Employers are encouraging well-
ness for many reasons, the survey
found, including the desire that
employees adopt healthy lifestyles,
88%; to manage health care benefit
costs more effectively, 78%; and to
improve employee relations, 66%.

The survey included a cross-see-
tion of 702 banking, manufactur-
ing, high technology, non-profit,
service and government entities
throughout New England.

The most common wellness acti-

vities reported were:
• Communication campaigns on

employee health awareness, 79%.
• Sponsorship of health educa-

tion classes at the worksite, 69%.
• Establishment of referral ser-

vices for employee counseling, such
as substance abuse, 60%.

• Facilities to monitor specific
health conditions, such as high
blood pressure and glaucoma, 63%.

The most popular physical fitness
encouragements include:

• Offerihg aerobics classes at the
workplace, 48%.

• Subsidizing employee mem-
bership in fitness facilities, 25%.

• Establishing worksite fitness
facilities, 23%.

Employers measure the impact
of these practices by monitoring
changes in health claims and mea-
suring absenteeism rates.

The survey found New England
employers also are adopting cost
containment strategies, such as en-
couraging outpatient surgical pro-
cedures when appropriate.

Copies of the survey aTe available
from Sari E. Feldman, William M.
Mercer-Meidinger Inc., 200 Claren-
don St., Boston, Mass. 02116; 617-
421-5399.

Washington comp fund
Continued from page 2
mated to reduce costs by $21 million annually.

• Denying benefits to workers who file for benefits
after voluntarily retiring if they do not attempt to re-
turn to work. This is estimated to reduce costs by $1
million annually.

• Mandating that workers who receive provisional
lost time payments for claims that are ultimately re-
jected must repay any benefits received. The estimated
cost savings is $200,000 annually.

In addition, the department proposes that the Legis-
lature establish a guaranty fund to cover claims against
bankrupt self-insurers.

This fund, which would be financed by retrospective
assessments against the state's 357 self-insurers, would
relieve the state fund of liability for claims if a self-in-
surer's liabilities exceeded its security deposit, said
Daniel Hodel, assistant director of Labor and Indus-
tries. California currently has such a fund (BI, Jan. 13).

The department also is proposing that it be given the
authority to audit billings from medical providers for
cost-effectiveness. This proposal would enable the de-
partment to recommend to injured workers those medi-
cal providers who are cost-efficient, and also would
allow the department to enter into preferred provider
organization agreements or volume contracts. Such a
move could save $15 million this year, Mr. Hodel said.

Some of the department's recommendations are ex-
pected to become part of reform measures now being
drafted in the Legislature by the Joint Select Commit-
tee on Industrial Insurance. Either one extensive bill or

several smaller bills are expected to be introduced, said
Christine Cordes, staff counsel to the committee.

However, the Washington Legislature, which al-
ready is in session, is slated to meet only 60 days in 1986
for a budget session. Workers compensation reform
may not receive much attention, observers say.

While the department is attempting to push a reform

UUm,1€66 716-UTUNCe, reuruary 4 1360 / DO

package through the Legislature, a coalition of em-
ployer associations has failed in its attempt to petition
the Legislature to allow commercial insurers to sell
workers compensation insurance in Washington.

The Committee for Workers' Compensation Reform
needed 151,133 signatures by Jan. 4 to place its proposal
-Initiative 91-before the Legislature, but it gathered
only 56,000.

"It was a classic case of the business community
tending to business rather than politics," said Enid
Layes, legal assistant in the government affairs depart-
ment of the Associated Grocers, one of the groups be-
longing to the coalition.

Don Eldridge, the coalition's director, agrees with
Ms. Layes's assessment, but he also notes that several
other factors worked against the petition drive.

For instance, the drive geared up late in the fall,
after several community events that were gogd-oppor-
tunities for gathering signatures were held, he said.

Six "tough winter" weeks and the Christmas holiday
also hindered the effort, he noted. "Most retailers in
November and December have other things to think
about," Mr. Eldridge said. But, the coalition's effort was
not a total failure, he said.

"If nothing else, it got the attention of the Depart-
ment of Labor and Industries and the Legislature," Mr.
Eldridge explained, adding that employers probably
will support many of the reforms proposed by the De-
partment of Labor and Industries.

The Committee For Workers' Compensation Reform
will continue to work for changes in the Legislature,
Mr. Eldridge said. Some of its members also want to
begin another petition drive, but that possibility is still
being debated, he added.

"We may spend next year making changes in the
Legislature," Mr. Eldridge said, referring to the No-
vember elections. The coalition could improve the
chances of reform by "knocking" seven or eight mem-
bers out of the House and another two or three out of

the Senate, he said. .
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Emett/Jardine The ninth-largest world broker made any decisions affecting the Chandler offices in Phoenix, Ariz, terested in the affiliation with Jar-
m 1984 was Rollins Burdick Hunter focus of the new company Chicago and Kansas City, Mo dine," Mr Archer explained.

Continued frompage l Co which had $1334 million in However, both Mr Archer and Emett & Chandler also has three 44We are a publicly held com-
million, which will likely push it revenues, while No 8 Willis Faber Jardine Chairman Harold R Tal- California brokerage offices and pany, so essentially if enough of
into the No 9 position in Business P L.C had revenues of $177.8 mil- bot Jr, who will be president and one office in New York our shareholders are willing to sell
Insurance's ranking of the largest lion chief executive officer of the In cities where the two broker- and someone wants to acquire us,
brokers in the world Emett & Chandler President merged companies, noted that the ages both have offices, some re- we are subject to a sale "

Last year, BI ranked Jardine's Richard A Archer, who will be- combination should help both Jar- structuring will occur "Once we "I'd rather leave things on a high
global brokerage operations as the come chairman of the merged com- cline and Emett & Chandler assess our people strengths m both point," Mr Emett, 58, said. "The
world's 14th-largest based on 1984 panies, said last week that Emett & "In my view, assessing the two organizations and the practicality company's in damn good shape-
revenues of $98 9 million Chandler and Jardine had not yet brokerages, our operations are of consolidation, we will take ad- running like a watch-and lS going

clearly a fit," Mr. Archer said vantage of economies where possi- to make someone a lot of money in
He explained that Emect & ble," Mr Archer said this market," he said

Chandler has a "high concentration Emett & Chandler had 651 em- He added that he "didn't want to

of large corporate commercial ac- ployees at year-end, while Jardine ride things Into the earth" like

CESS It makes
counts for its size," while Jardine, reported 707 employees other chief executives have done

which places more "Main Street Mr Archer added that Jar- before selling
America businesses, wants greater dine/Emett & Chandler will retain However, Conning's Mr Rosen-
penetration in larger corporate ac- all of Emett & Chandler's subsidi- crants expressed surprise at Emett

a difference! counts " ary operations Those operations  & Chandler's timing
"We definitely feel that Jardine's include "The price paid, which repre-

international operations are going • R L Kautz & Co, a self-insur- sents approximately 24 times what
to be a very big plus" for Emett & ance claims administrator with , Emett & Chandler will have made
Chandler, he added "They have eight offices nationwide in 1985, is not that big a price con-
operations in the Far East, the • Laverack & Haines, another sidering that the earnings outlook

"The CEBS program provides both a confirmation United Kingdom and other spots in claims administrator with three of- for 1986-1988 is so good for insur-
of your current knowledge and a conduit for the the world We view this as a posi- fices in New York state ance brokers I'm surprised that

ceaseless changes afecting our business." tive aspect of the proposition " • Risk Management Inc, a cap- any broker would sell out with
"We bring to them some interna- tive management facility in Los earnings prospects that are so

tional facilities and a presence in Angeles good," Mr Rosencrants com-
Thomas W Hourthan. CESS London that will be good for • Pinehurst Management Co mented
Vice President

Alexander and Alexander. Baltimore, MD
them," added Jardine's Mr Talbot Ltd, another captive manager with Emett & Chandler reported net

"They bring a lot to us and we offices in Hamilton, Bermuda, and income of $343 million for the first
bring a lot to them," he said the Cayman Islands nine months of 1985, up 4,140%

Thomas G Rosencrants, director • Emett & Chandler Insurance from $81,000 on 1984, largely on the
"The CEBS program is a definite plusfor those of research and general partner Services, a specialty product mass basis of a $14 million federal in-
m the employee ben«Bts consulting business- with analyst Conning & Co in merchandising operation based in come tax credit

even for the experienced consultant" Hartford, Conn, said, "This will Pasadena, Calif But Rothschild's Mr Wilson said

sharply expand Jardine's network • Galaher Settlements & Insur-the merger was not surprising
of worldwide insurance broker- ance Services Co Inc, a structured "I suspect that Emett & Chandler

Melvin W. Borlets. CEBS
ages " settlement specialist with six of- felt that in the long run they would

Vice President and Director of Benefit Consulting The size of their merged com- fices around the country
A S Hansen, Inc, Deerfield. IL

have to merge with someone in
pany will benefit both brokerages • Pinex Insurance Services, a order to compete effectively in the
in the tightening commercial insur- Los Angeles-based reinsurance in- market because of their size," Mr
ance market, pointed out John E termediary that serves captive in- Wilson said

"The CEBS program is unique m providing the Keefe, a securities analyst with surance companies Herbert E Goodfriend, securities

education needed to cope with the revolutionary Drexel Burnham Lambert Inc in Jardine's Mr Talbot noted that analyst for Prudential/Bache Se-

changes m the employee benefits world " New York Pinehurst "will be a real plus for curities Inc in New York, ex-
"With the state of the insurance us plained that Emett & Chandler has

market right now, it's better to be Mr Talbot added that the two been a takeover candidate for some
U Al William T Hubert. CEBS big than small There are arithme- brokerages have one other com- time, and that Jardine has been ac-

Manager, Treasury Department/Benefits Administration tic advantages to size Their move mon trait· "We don't want to be in tively trying to increase its pres-
Polaroid Corporation, Cambridge. MA is very constructive right now," the underwriting business ence in the U S brokerage busi-

Mr Keefe said He noted that Emett & Chandler ness

The Certified Employee Benefit Specialist (CEBS) designation is "The acquisition will give the sold its underwriting operations in "It is important to Emett &
awarded to individuals who successfully complete a series of ten new broker a much greater volume the early '80s, while Jardine's U S Chandler to gain the capital and
college level courses and examinations covering the design and of business with which to spread operations are not connected with the extension of strengths in inter-
operation of employee benefit plans the more expensive risk manage- Jardine Matheson's underwriting national and national operations

The program Is cosponsored by the International Founda- ment services necessary in this affiliates It's hard to determine how impor-

tion of Employee Benefit Plans and the Wharton School of the marketplace," added Leonard M The acquisition was apparently tant the acquisition is to Jardine,

University of Pennsylvania
Wilson, special limited partner prompted by Mr Emett's desire to but it's quite important to Emett &
with L.F Rothschild, Unterberg & sell the company Mr Emett owns Chandler," Mr Goodfriend said

For moreinformation and a free CEBS Catalog of Towbin in New York. approximately 30% of Emett & Emett & Chandler intends to

 Information contactCEB-
Jardine currently has 14 U S of- Chandler stock hold a stockholders' meeting to rat-

 CESS Department. International Foundation fices, almost all located on the East "One of our maJor shareholders, ify the merger in late April or early
18700 W Bluemound Rd , PO Box 69 and West coasts and Hawaii Jar- Mr Emett, and some of our other May, Mr Archer said, noting that
Brookfield, Wisconsin 53008-0069, (414) 786-6700 dine will gain a presence in the shareholders are disposed to the agreement will be consum-

other areas by acquiring Emett & sell and our shareholders are in- mated shortly thereafter .

Expansion part of growth plan
Face It and Believe It. HONG KONG-The expansion of Jardine Insurance Brokers Inc.

is apparently a major component in the growth plan of parent com-
pany Jardine Matheson Holdings Ltd of Hong Kong

With the 1986 constricting petroleum insurance market, petroleum Jardine Matheson officials said last year-long before it an-
nounced the acquisition of Emett & Chandler Cos Inc.-that it antic-

companies are going to find it difficult to even get a piece of the ipated new growth in its insurance brokerage operations

pebble.
61The biggest area of growth for the company will be in insurance

broking and retail operations, said Desmond Wigan, director of in-
ternational coordination at Jardine Matheson

Mass Exodus. Principles of Petroleum "We are interested in businesses which are not highly capital in-
tensive because we do not have much cash," he told Business Insur-

Good hands or not, insurors won't be Insurance 1986 ance last year

knocking at your company's door this New York, NY April 21-22 "We have been in insurance broking for a long time "

year You'll be doing the knocking Boston, MA April 23-24 Jardine Insurance Brokers Inc, the U S brokerage unit, is only

Canton, OH May 5-6 one small part of Jardine Matheson, which was formed 150 years ago
What To Do.

Southfield, MI May 7-8
as a trading company in Guangzhou, China. It has been based in
Hong Kong since 1841

The 5th annual Principles of Evansville, IN May 19-20 The company has four different divisions, including·

Petroleum Insurance Conference Will Wichita, KS May 21-22 • Financial services. Besides its insurance brokerage operations-

show you How to purchase insurance Pittsburgh, PA June 3-4 which include the U.S company and Lloyd's of London broker Jar-
dine Insurance Brokers Ltd.-Jardine Matheson's financial services

in a tight market How to get the rnost Petroleum Insurance holdings Include a bank, Jardine Fleming Holdings Ltd, and an
value out of increasing premiums
How to get a piece of the pebble and Conference

insurance underwriting Joint venture with Continental Corp called
Lombard Insurance Group Inc, based in Panama

rnore New Orleans March 23-25, 1986 • Engineering and construction
• Marketing and distribution Jardine Matheson sells and distrib-

Who Should Attend For More Information Call: utes wines and spirits in the Far East and operates 125 retail stores
• Transportation services Jardine Matheson's holdings include

Producers, operators, contractors, air cargo services, a Hong Kong security company and freight com-
distributors, refiners, pipeliners, risk Professional Development Institute panies However, Mr Wigan said that the company is in the process

managers, underwriters, brokers, 111111 Toll Free Outside Texas 800 433 5676 of eliminating its once mighty shipping fleet.

agents, non-operators and investors in D/FW Metro 267-5671 (817)565 2483 Jardine Matheson reported total revenues in 1984 of $8 9 billion
Hong Kong ($1 14 billion U.S.).

the oil & gas industry In the first half of 1985, Jardine Matheson reported revenues of
$45 billion Hong Kong ($576.5 million U.S.) and net income of $66
million Hong Kong ($8.5 million US)



ABA report
Continued from page 3
vate health or disability insurance,
from third parties.

"There has been no justification
shown for eliminating (punitive)
damages when the gross miscon-
duet occurs in the delivery of
health care services and, therefore,

this committee opposes treating
medical malpractice defendants
differently than any other wrong-
doer accused of acts of gross mis-
conduct," the report says.

With respect to contingent fees,
the study says that sliding scales re-
stricting plaintiffs' attorney fees in
medical malpractice cases should
not be imposed by statute.

The report says a sliding scale
could reduce total awards for vic-

tims by depriving them of repre-
sentation of a lawyer sufficiently
skilled at obtaining the highest ap-
propriate award. It also could in-
hibit plaintiffs' access to the court
system by limiting availability of
counsel, the report says.

Instead of a sliding scale, the
committee says judges should use
their powers to review fee agree-
ments and modify those that do not
meet standards of reasonableness.

The committee also maintains

there is no reason to eliminate the

collateral source rule from applica-
tion in medical malpractice cases,
but third parties who have fur-
nished monetary benefits to plain-
tiffs should be permitted to seek re-
payment by way of subrogation.

"This committee believes that
the collateral source rule's essential

fairness and its role in deterring in-
cidents of medical malpractice
merit its retention on public policy
grounds," the report says.

Other recommendations include:

• That regulation of medical
malpractice should be left to the
states and that federal involvement

is inappropriate.
• There should be rigorous en-

forcement of professional disciplin-
ary code provisions proscribing
lawyers from filing frivolous suits.

• There should be more effec-

tive procedures and increased
funding to strengthen medical li-
censing and disciplinary boards at
the state level; efforts should be in-
creased for establishing effective
risk management programs in de-
livery of health care services.

• Collection and study of data
on the cost and causes of profes-
sional liability claims should be un-
dertaken to evaluate and develop
effective loss prevention programs.

• No disclosure of financial

worth by a defendant in a tort ac-
tion should be required unless
there is a showing by evidence that
would provide a legal basis for re-
covery of punitive damages.

• Trial courts should scrutinize

carefully the qualifications of per-
sons presented as experts to assure
that only those persons are permit-
ted to testify who, by knowledge,
skill, experience, training or educa-
tion, qualify as experts.

The study also says that available
data do not support contentions
that changes in tort law would sig-
nificantly reduce medical malprac-
tice premium rates.

It said the tort system fulfills im-
portant legal and social goals in
dealing with malpractice liability
claims, and emphasizes that the
current tort law system is an inte-
gral element of the American jus-
tice systern.

". _We have found no evidence

that the public interest demands
vast restructuring of the tort law
system," the study says.

"Nor do we believe that, to ease
the concerns of one segment of so-
ciety, the rights of all citizens to
seek full recovery through the
courts for their injuries caused by
members of that group should be
limited."

"Simply put, this committee be-
lieves that the medical profession,
in seeking changes in the tort law
system, has shown a willingness to

'No single group
should receive such

special treatment

under the law,' the

report says.

trade away the rights of individuals
in the hope of easing a perceived
burden on its behalf," the report
says.

"No single group in society
should receive such special treat-
ment under the law, and it is a re-

sponsibility of the legal profession
to work to balance all interests

while preserving the traditic nal
foundation on which the Amer.can

justice system is based."
An AMA spokeswoman said it

would not be appropriate to com-
ment because the preliminary re-
port had not been adopted by the
ABA House of Delegates. •
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NATURAL DISASTERS
During the Past Few Years, Business and Industry Worldwide has suffered
hundreds of millions of dollars of weather-related losses due to arctic freeze, floods,
hurricanes, snow overload, tornadoes, windstorm. In addition, earthquakes have

contributed their share of damage. For many years, much has been written about
controlling man-made losses-arson, opgrator error, inadequate training-but how

about natural disasters? Can anyone develop a program to manage natural emergen-
cies, or is this just so much wishful thinking?

At Industrial Risk Insurers we feel our OVERVIEW management program for loss
prevention and control can be used to minimize damage caused by a natural disaster.

OVERVIEW may not be able to control the emergency itself (how can you really con-
trol a hurricane or tornado?), but the before and after situations can be anticipated,

prepared for, and implemented as appropriate. For example:

Arctic Freeze. Each winter we expect cold weather, but arctic freeze is something
else. This phenomenon occurs when the jet stream that circles the earth at high alti-
tudes shifts course and carries an unusual mass of bitterly cold arctic air deep into
warmer climates, sustaining subnormal, freezing temperatures for periods of nearly
a week. Every state, including Florida and Hawaii, has felt the effects of arctic freeze
at one time or another. This winter we suggest you closely monitor weather reports,
since a few days warning should be enough time to actuate your pre-emergency plan.

Snow Overload. When a snow or ice storm is on the way, the facility's emergency
coordinator should begin monitoring storm advisories, decide when to activate the

Emergency Control Center, and assign the tasks of plowing, shoveling, and installing
snow fences and markers at hydrants and fire protection control valves. During and
after a storm the coordinator should make sure that snow is continually removed

from rocfs and that ice is dislodged from roof drains. Otherwise, the roof might

collapse.

Spring Floods. Although some of the mcst disastrous floods have occurred in July
and August due to heavy rains or hurricanes, many people associa'.e flooding wish

springtime. And for good reason, because thawing temperatures tri the snow- fiekls

and April showers result in abnormal runoff. Rampaging waters are only part of
the threat, however, since floods can spread flammable liquids, isolate facilities and

disrupt fire protection measures. All too often, what
floods leave behind is consumed by fire. Ee sure to review
the potential flood threat to propertleE located near bod-
ies of water and plan ahead. ndustrial

D isk

nsurers

Each of the above situitions is discussed in OVERVIEW,
IRI's total management program for loss prevention
and control. Fcr assistance, contacs your servicing IRI
loss prevention consultant, or ask Mrs. PA. Sasso for a

complimentary copy c f the OVERVIEW brochure: [RI,
85 Woodland Soreet, Hartford, CT 061C2, area code

(203) 525-2601.

1-

66,000 properties
insured worldwide
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' the professional marketplace
RATES AND CLOSING TIME:

Rates. Display classified is $79 50 per column inch, mimmum of one inch Straight Closing Published ever> Monday. Copy must be m written form by noon
classified is $6.50 per line, minimum of 5 hnes Count 34 charactersper Ime (include Tuesday, 6 days preceding publishing date No verbal phone copy accepted.
each space and punctuation as a character). Additional $13.00 charge for blind box Prepayment required. Mail ads to Beverly Kiuxdal, Classified Advertising.
ads Responses to blind box ads must fit into business size envelope. Responses are 740 N Rush St , Chicago. IL 60611 For more mformation call 312-649-5340
forwarded daily

POSITION WANTED

RISK MANAGER
HAVE

WANTED AGENCY MARKETING HARVARD AIMES GROUP
Private/public insurance experience Advertise your Third party administrator-single em- Executive Search

Underwriting, claims determinations MARKET player/METs Working nvestors with Growing Lancaster, PA, agenq seeks

& settlements Workers' compensa-
exier encein TPA business desirelev Marketing Mgr Excellent career op- Risk Management, Benefits and

tion, tort hability, D&0, pollution, Have purchased multi state Ii- openings in the eraged buy-cut East Southeast and portunity Technical knowledge and Insurance Professionals
employee benefits, occupational Midwest owners send m oductory de- brokerage experience required Must

health. contract liability, loss preven- censed P&C Company and will tails on client base In confidence, to be motivated with desire to play key 6 Holcomb St PO Box 16006

tion, bonding, auto liability & physical entertain submissions from
damage Reply to Ronald H Perry, 5 Business Box 1953 Business Insurance  management role Replyinconl dence West Haven, CT 06516

Green Hill Road Morristown, NJ brokers who wish to stabilize 740 Rush St, Chicago, IL 60611 j to Joseph Nolt 717-397-5271 (203) 933-1976

07960 their P&C market Only large

HELP WANTED books of profitable business Insurance Seattle Office
considered, either individual

LOSS SUPERVISORS
TRUCK UNDERWRITING SUPERVISOR

Chicago area position-Fortune 500 accounts or programs Call Professional REINSURANCE and EXAMINERS
subsidiary-Commercial exp needed
Call Mike Maginity 312/834-5465 Corporate Underwriters Agency CLAIMS National commercial transportation carrier based in growth-

RISK MANAGER
Attn. Grady Brown Marketplace. oriented northern Florida Is adding qualified personnel to its

CITY OF MADISON WISCONSIN 409-291-6013 MANAGER liability, physical damage and cargo departments
Program administration, staff super-
vision and technical expertise to the Liability applicants must havea minimum of five yearsex-
City and its employees which Includes We are looking for a sea-
functions of safety, Worker's Com EMPLOYEE BENEFITS Risk Manager penence in commercial transportation claims, excellent

pensation, loss prevention and insur soned professional with managerial skills, solid negotiation expenence and cover-
ance coordination Requires three SPECIALISTS (2) Rapidly growing, Chicago-based,
years responsible professional expert-

management experience & age expertise

mee in a risk management program
Sal: $1816.-$2204./Mo. Association Insurance Broker is a strong broad background

withsignificantinvolvement in safety The CITY OF SAN DIEGO has 2 im- seeking an Individual to serve as a
Physical damage experience should include commercial

and Worker's Compensauon mediate openings for professional
in multi-line claims. Previ- truck appraisals and in-depth claims handling

$31,798.00 annually Apply to City Risk Management Consultant/
ous reinsurance experiencePersonnel Department Room 501, Employee Benefits Specialists to Account Executive for our Health Cargo claim experience must be a minimum of threeyears

City-County Building, 210 Monona administer a specific employee Care Association clients indi- preferred and reflect a knowledge of freight types and manufacturing
Avenue, Madison, WI, 53710, (608) benefit plan as part of the City's
266-4615, no later than 4 30 p m on vidual should have nursing and/or equipment ICC requirements, a must
February 10,1986 flexible benefits program If you are looking for a chal-

AFFIRMATIVE ACTION legal background in the health Our salary and benefit package forthese positions ts one of
EMPLOYER

Requires Bachelor's degree AND 1 care field Position will require
lenge with excellent bene- the best in the industry In addition, a complete relocation

yr professional experience plan-
MGA Forming liE/NYIE Synds good speaking ability, writing fits, educational/training

ning, developing and administer-
package is available to some qualified applicants Send re-

Reins treaty in place for prop pkg skills, experience In organizing opportunities & variable sume with salary history tobusiness seek investors particularly ing an employee benefits plan that
wholesale brokers Exclusive state includes negotiating premium or seminars and producing publica- work hours please send re-
production rights offered Pls reply

Box 1946, Business Insurance
\ benefit changes with providers, re- tions We offer an exciting. chal-

to
sume and salary history to:

740 Rush St., Chicago, IL 60611
Bor 1939 Business insurance search and analysts of benefit lenging environment Nhich is on

740 Rush St Chicago IL 60611 packages, and liaison with benefit the cutting edge of providing-risk UNIGARD SECURITY
providers management services to the

INSURANCE COMPANY L

Forapplications and to apply, con- health care industry Wealsooffer
tact CITY OFSAN DIEGO, City Adm comprehensive employee bene- c/o Angie Pillings CORPORATE BENEFITS
Bldg Lobby, Employment Info fits Incuire in confidence to

Bl Classifieds Counter, 202 "C" Street, San Diego, 15805 N.E 24th PLANNING
CA 92101 (619) 236-5753 Box 1952, Business Insurance

EOE 740 Rush St. Chicago. IL 60611 Bellevue, Wa. 98009 Corporate-level opening offers an unusual
assure opportunity to refocus a strong traditional

top quality EXECUTIVE VICE PRESIDENT EMPLOYEE BENEFITS PROFESSIONAL benefit package for the 80's and beyond Pro-
ven quantitative and communications skills,

GENERAL MANAGER plus extensive benefits expertise, required
results! Tge Chittenden Bank, Vermont's largest Commercial

This non-supervisory position emphasizes
NEW MICHIGAN CARRIER bank, is seeking an experienced professional to assume

significant responsibility within the Trust Division for the design, implementation and cost-analysts.
PROPERTY and CASUALTY selling, servicing and administration of assigned Em- Excellent growth potential Salary $35-50,000
If you are a strong execu-

ployee Benefit Trust accounts Michigan location

tive experienced in manag- Applicants must have previous professional experience in
Reply with resume, including history In confi-

ing a property and casualty the administation of employee benefit plans In addition,
Business Insurance

candidates should be sales/customer-service oriented
dence to

carrier we are looking for
and possess effective interpersonal skills and sound

Circulation a leader to run a newly
Box 1954, Business Insurance

judgement Degree preferred Salary negotiable Please 740 Rush St., Chicago, IL 60611
formed Michigan company respond, in coifidence, with resumeand salary history to An Equal Opportunity Employer

Breakdown* Salary, bonus, and bene-
fits according to experience Chittenden Bank

Commercial Consumers and performance A unique Attention Sarah P Merritt

opportunity for right per- Assistant Vice President
Administrative son Replies confidential Two Burlington Square r-4616994
CEO s presidents and owners 2 531 Please write Burlington, Vermont 05401
Vice-presidents general managers < Equal Ooponunity EmFIoyer M/F/H/V CASUALTY RISK
and other administrative personnel P.O. Box 2054 ADMINISTRATOR

2,547 Southfield, MI 48037-2054 BANK Expansion of act,vittes within our Corporate Risk
Financial Management Department provides a new professio-

Chief financial officers and vice-prest nal staff opportunity
dents of finance 2,075 Our Casualty Risk Administrator will report to the
Secretaries, treasurers, controllers INSURANCE VICE PRESIDENT Manager, Corporate Insurance, responsibilities will
and other financial personnel 6 886

AND AREA MANAGER include administration of corporate casualty risk

Risk/employee benefits programs, claims activities, and implementation of

Vice-presidents directors managers,
our Risk Management Information System This

and other related department person-
The Hobbs Brook Agency is seeking a dynamic innovator with exceptional sales and maiage- person will work closely with corporate and subst-

nel of Insurance, risk employee bene- mentexperienceto head up its Greenwich, Connecticut office as Vice President and Area Man- diary management and staff, brokers, Insurance
fits, personnel compensation, pen- ager Hobbs Brookplacesall lines of insurance for large industrialand commercialriskson an companies, claim service agencies, and govern-
sion safety security, Industrial rda- internationalbasis Thisisanexcellentopportunity foran individualseekingto playakeyrole mental regulatory bodies
tions, human resources and employee/ in expanding our book of business in the Boston, Philadelphia and New York City areas
labor relations 8,048

The successful candidate will possess a degree in
Reporting directly tothe President, this individual will be responsible formanaging areaopera- Risk Management, Business or related education,

Sub-total 22,087 tions as a profit center Specific duties include development of business, supervising and di- and five years' progressive responsibility and ex-

Associations 804
recting personnel, and providing customers with complete insurance services perience with a Risk Management Department,

Government unions and educational Thesuccessful candidateshould possess a minimum of 10 years experter.cein multiline insur-
broker, or insurance company Experiente in the

systems 1,030 ance sales, strong commercial casualty knowledge, and excellentsales and managerial skills
utilization of insurance subsidiaries and Risk Man-

A Bachelors degree is a minimum requirement and a CPCU designation is a plus
agement information Systems will be beneficial

Commercial Consumers Compensation is commensurate with experience
Sub-total 23,921 We offer the right person a challenging professional opportunity and a generous base salary, and qualifications Excellent benefit package and
Insurance agents and brokers 9 548 plus bonuses and excellent benefits The Hobbs Brook Agency is a subsidiary of Arkw-ight- relocation expenses provided
Insurance companies 6,089 Bostonlnsurance Interested candidates should sendtheirresumein confidenceto Deborah D

Motivated professionals interested in joining a pro-
Financial institutions 536 Schrader, Employment Representative gressive and demanding environment with an or-
Actuaries, attorneys adjusters, ap-

praisers and consultants 3,464
ganization known worldwide asthe market leaderin

Others allied to the field 1,320 HOBBS BROOK its field should contact

Bill Steele
TOTAL 44,878 INSURANCE Corporate Employment Services
* Source Business/Occupational AGENCY Kellogg Company One Kellogg Square
breakdown of qualified circulation, P.O. Box 3599

May 6,1985 issue, as submitted to BPA 225 Wyman Street, Waltham MA 02154 Battle Creek, MI 49016-3599
for June 1985 BPA Publishers State- an equal opportunity employer m/1
ment

An Equal Oppportunity Employer M/F/V/H



Court reform panel the amount of work performed may be in some degree of financial difficulty EqualThe panelists sharply disagreed on whether Mr Stein, though, countered that captives get
Continued from page 3 there is a crisis in the civil Justice system in financial trouble because they are not strict Opportunitiesonly the damage or harm they cause, he said Dr Todd, for example, said courts are making enough in their underwriting standards, not be-

Without a return to comparative negligence m "Disneyland like" judgments, allowing any con- cause of flaws in the legal system.
which each party's liability is based on its degree cept of liability In any case, captives are not a viable alterna- Each weekly issue ofof fault, "No underwriter can price a liability in- Donald Evans, deputy general counsel with tive risk-financing option for many smaller and
surance policy with any confidence that the pre- the Chemical Manufacturers Assn. in Washing- medium-size companies that cannot afford the Business insurance gives
mium will accurately reflect the policyholder's ton, said the civil justice system is breaking down often hefty initial contributions for capital, said
risk," Mr Cheek said. over excessive litigation and outlandish awards Mr. Evans of the CMA you an equal opportunity

Jacob Stein, a plaintiff's attorney with Stein, "There is an assumption that the insurance in- Some panelists were optimistic that if business to reach and motivate
Mitchell & Mezines in Washington, called for dustry, fueled by corporate premiums, is an un- does a more effective Job of lobbying, Congress
more uniformity in wrongful death statutes ending supply of funds to compensate the sick will pass a federal product liability reform bill BI' s more than 125,000

It would be reasonable for insurers, Mr. Stein and injured, no matter how tenuous the claim "There is a greater likelihood of success if
said, to press for a uniform wrongful death stat- might be," Mr. Evans said. businesses make product liability their No 1 leg- purchasing influentials
ute to ensure greater predictability But plaintiffs' attorney Mr Stein said if there islative priority," said Mr, Schwartz, noting that , , , top administrative

Victor Schwartz, an attorney with Crowell & is a crisis in the civil Justice system, "It will work employers could learn from the lobbying
Moring in Washington, said it is time to codify itself out one way or another. techniques of the Assn of Trial Lawyers of and financial executives,
the common law, describing it as a vestige of the He said the civil Justice system moves on a America, also known as ATLA
past risk managers, employeependulum. While manufacturers today say the "ATLA has never lost an issue before Con-

"In virtually every other area of the law, one system isn't fair to them, the crisis of the late gress They concentrate on one issue at a time," benefits managers and
can turn to a statute and see what the rules are," 19405 was that plaintiffs were receiving very lit- Mr. Schwartz observed.

the agents and brokerssaid Mr Schwartz, who also is counsel for The tle for claims, Mr Stein said. By contrast, business groups spread themselves
Product Liability Alliance, a Washington-based Some of the panelists raised the specter of cor- thin as they simultaneously lobby on a number who serve their needs
lobbying group that is seeking enactment of fed- porate bankruptcies and the curtailment of med- of issues, Mr. Schwartz said
eral product liability legislation ical services if employers can't buy affordable h- While Mr Schwartz, citing the interest of Sen-

When you want to reach"I'm not so much for changing the rules, as ability insurance ate Commerce Committee Chairman John Dan-

explaining the rules so that everyone knows "Some companies would go bare . and you forth, R-Mo, said he is optimistic that Congress your prime audience,
what the rules are and that the rules cannot be might see some bankruptcies as (uninsured) one day will pass a federal product liability bill,
changed retroactively," Mr Schwartz said companies got hit with a big shot," said Mr he ruled out congressional enactment of a com- the Business /nsurance

James Todd, senior deputy executive vp with Evans of the CMA. prehensive bill that would cover all tort-related
the American Medical Assn in Chicago, said pu- And, Dr Todd suggested, if doctors can't buy issues audience is unequalledl
nitive damage awards don't belong in the medi- malpractice insurance they may refuse to treat Federal action in the tort arena only will occur
cal malpractice field because no doctor inten- patients 44You would see medical care and medi- where there are serious problems involving in-
tionally sets out to injure a patient cal science come to a standstill," he said. terstate commerce "Product liability is an exam- PUBLISHING \  CLOSING

Dr Todd also said the courts could do more to Mr Stein, the plaintiffs' attorney, said more ple of that," Mr Schwartz said DATES
streamline administrative procedures to lower captive insurance companies will sprout up, Dr Todd, while welcoming reform of the clvil

DATES

defense costs For example, some pretrial pro- especially in the professional liability area, if justice system, said it is a matter best left to the
Jan 6 Dcc 20ceedings could be conducted through telephone commercial insurance availability continues to states, adding that adoption of a uniform federal

conferences rather than in court, he said shrink law in the malpractice area could be disastrous Jan 13 Doo 47

In addition, Dr Todd suggested more controls But Dr Todd said captives are not a substitute The session was arranged and moderated by
be placed on contingency fees so the amount col- for changes in the civil Justice system, noting Myra L Tobin, a managing director m the New Jan 20 Jan O
lected by a plaintiff's attorney would be tied to that as many as 25% of physician-owned captives York office of Marsh & MeLennan Inc Jin 27 Jan 11

Fcb 3 Jan 22

Lawyers not all to blame Insurers, government Feb 10 Jan 20 ·

Feb 17 Feb 4

for court's woes: Judge add to crisis: Florio Feb 24 Feb 11

Mar 3 Feb 19
By JERRY GEISEL By JERRY GEISEL ers) a favor by not enforcing the

Mar 10 Feb 26(federal environmental) laws,"
WASHINGTON-The nation's civil justice system is being WASHINGTON-Don't make Rep Flor·io said Mar 17 Mar 4

swamped with lawsuits, but trial lawyers alone shouldn't be blamed the tort system the scapegoat for "Instead lt has created a time
for the rising tide of litigation, a federal Judge says the liability insurance crisis, a con- bomb not only of sickness and in- Mar 24 Mar 12

Between 1960 and 1983, the number of civil cases filed in U S gressman says Jury, but of legal liability," the con- Mar 31 Mar 19
district courts increased about 300%, according to U S District Judge Poor pricing practices and weak gressman charged
Charles Richey in Washington and ineffective enforcement of fed- Insurers should take a vigorous Apr 7 Mar 26

But it is the litigious nature of American society-and not the eral statutes also share the blame role in demanding enforcement of
Apr 14 Apr 1plaintiffs' bar-that is swelling the case load, he says for the huge increases in the cost of environmental laws, he said

"Lawyers act only at the behest of the litigants and are not likely hability insurance, Rep James The congressman also said ad- Apr 21 Apr 8
to take litigants who don't have honest, meritorious claims," Judge Florio, D-N J., told the National ministration relaxation of enforce-
Richey said last week at the National Assn of Casualty & Surety Assn of Casualty and Surety ment of federal antitrust statutes Apr 28 Apr 15
Agents legislative conference Agents legislative conference in may be partly to blame for prob- May 5 Apr 23

Judge Richey said some of the increase in litigation also can be Washington Jan 26-28 lems in the directors and officers 11-

attributed to a weakening of the Democratic and Republican parties A maJor cause of the crisis was ability insurance market May 12 Apr 30
He noted that as party discipline has weakened, legislators have the growth of cash-flow under- A permissive antitrust environ- May 19 May 7

become more responsive to special-interest groups. And, he said, writing during the early 1980$, ment is stimulating a wave of hos-
when legislators bow to the pressures of special-interest groups, they when insurers underpriced their tile corporate takeover attempts, May 26 May 13
often leave gaping holes in legislation-holes that the courts increas- products in order to get maximum Rep Florio contends
ingly have had to fill . Jun 2 May 20cash flow to invest at high interest Corporations that were pre-

"Courts are being asked to implement social and economic policy rates, Rep Florio said viously considered excellent insur- Jun 9 May 28
through their decision-making process which really is the province He added that, although insurers ance risks because of modest debts Jun 16 Jun 4
of the legislative bodies of this country and the executives through may emphasize the tort system as and stable earnings are now high
the regulatory system," Judge Richey said the source of their losses, "I have on the list of takeover targets With Jun 23 Jun 10

Judge Richey, who was appointed U.S. District Court Judge for the heard so many comments by insur- the breakdown in antitrust en- Jun 30 Jun 18District of Columbia in 1971, noted that a major problem facing the ance industry representatives ack- forcement have come uncertainty
nation's courts is increasingly complex cases nowledging the existence of the for insurance companies and an in- Jul 7 Jun 24

In New York, for example, courts in 1984 had to decide such com- cash-flow management problem surance availability crisis," Rep
plex and wide-ranging issues as whether fish had the right to that I don't think that there is a se- Florio said Jul 14 Jul 1

breathe in the Hudson River, whether Grand Central Station should rious dispute that cash-flow under- The New Jersey Democrat Jul 21 Jul 8
stand and whether a man could be found guilty of raping his wife. writing was a major contributing agreed that the tort system can be

These issues were all in addition to the vast range of consumer cause of the present difficulties " improved, but he cautioned that re- Jul 28 Jul 16
products, tenure issues, affirmative action and employee discrimina- State regulators also say the tort form must be balanced Aug 4 Jul 23tion and dismissal law, and others, which were causing increases in system isn't the only source of the 44As with a properly structured
the use of our state courts," Judge Richey said. industry's financial woes automobile no-fault approach, our Aug 11 Jul 29

The judge said another complex issue-compensation for victims "Various commissioners have goal should be a system in which Aug 18 Aug 6whose injuries don't manifest themselves until long after exposure- been quoted as saying that much of genuine victims benefit as well as
are putting enormous demands on the resources of the courts the industry's problem is 'self-in- insurance companies," he said. Aug 25 Aug 13

"These cases are testing the very capacity of the courts, not only flicted,' that some of the cancella- And, Rep Florio said, he has
because they are scientifically complex but also because circum- tions are the result of 'hysteria' and seen no data proving that the insur- Sep 1 Aug 19
stances of injury apply to large groups of claimants, and, at the same 'overreacting,"' Rep Florio said ance crisis is attributable to "run- Sep 8 Aug 26
time, generally involve a relatively small number of products," he Rep Flor·io also said that weak away Judges and juries "
said enforcement of federal statutes and Rep Florio, though, sidestepped Sep 15 Sep 3

Citing statistics collected by the Institute for Civil Justice, Judge guidelines has added to the insur- the 1SSUe of whether the federal Sep 22 Sep 9
Richey said more than 30,000 suits involving just one product-as- ance industry's problems, by feed- government should take a more ac-
bestos-have been filed and tens of thousands of addihonal suits ing an increase in litigation. tive role in the regulation of the Sep 29 Sep 16
may yet be filed during the next 10 years. For example, he said, "Failure to commercial property/casualty in-

Estimates of future compensation and litigation expenses for as- enforce our environmental laws surance industry
bestos range from $4 billion to $87 billion, according to the institute, does not stop public concern re- He pointed out that there have
Judge Richey said. garding the effects of toxic sub- been many suggestions for federal

Despite more litigation and increasingly complex cases, Judge Ri- stances It accelerates public con- involvement, include a reinsurance .business
chey said the system is not yet in need of sweeping change. cern," triggering more litigation agency, solvency guarantees and

But he said, "I am ready to say that warning signals are out and And, what Rep Florio calls "an standards for state rate regulation insurance
that if the bench and the bar and the public don't use our legal enforcement breakdown" may be Rep Florio said the House Com-
system properly and fairly, that we may well come to the point sowing the seeds of long-term merce, Transportation and Tourism New York: (212)210-0133
where those who use our system improperly will bring about drastic health and legal problems Subcommittee, which he chairs, Chicago: (31 2)649-5275
surgery." "The new (Reagan) administra- would hold hearings this month on Los Angeles: (213)651-3710

tion thought it was doing (employ- problems in the insurance market .
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Shuttle losses Marietta, which manufactures the
shuttle's external fuel tank, would

Cont:nued frompage l not comment on their insurance

other astronauts, who were either coverage Survivors to receive comp benefits
NASA employees or military offi- None of the companies would
cers, cannot sue the government, comment on potential liabilities By JERRY GEISEL statute

their employer, under the Federal from the disaster Under that statute, survivors' benefits are paid as
Employees Compensation Act Lloyd's underwriters last week The survivors of at least six of the seven astro- a lump sum by employers or their insurers Those

Mr Berman said there is a possi- paid out the $1 million in coverage nauts killed in last week's explosion of the space lump-sum benefits now range between $70,000 and
bility that NASA may try to re- for Ms McAuliffe The coverage shuttle Challenger will receive workers compensa- $95,000, based on the number of dependents.
cover on a $500 million liability was donated to her just days before tion benefits under federal, military and state pro- It isn't known if Hughes self-insures ltS workers
policy that covered a company that the accident by Corroon & Black grarns compensation risks or buys commercial coverage
owned a government-leased satel- Inspace Inc Survivors of astronauts Ronald MeNair, Judith A Hughes corporate insurance department referred
hte aboard the shuttle The coverage, which costs $1,000, Resnik and Francis R. Scobee, who were National questions to the company's communications depart-

The $150 million Tracking & was also available to the other as- Aeronautics and Space Administration employees, ment, which did not return phone calls
Data Relay Satellite System, owned tronauts aboard the Challenger, but will receive death benefits through the Federal Em- However, the California Office of Self-Insurance
by Space Communications Co, was apparently none of them bought ployees' Compensation Act, a 70-year-old program Plans in Sacramento, with which employers that
not insured for launch risks, since the policy that provides workers compensation benefits to fed- self-fund workers compensation risks register, had
it was leased for 10 years to the U S The coverage, which names Ms eral employees and survivors no record of Hughes as a self-insurer
governrnent McAuliffe's husband as benefi- Under that program, a surviving spouse with chil- There lS some doubt about workers compensation

However, Spacecom did have ciary, was placed by Lloyd's broker dren would receive an annual benefit equal to 75% survivors' benefits payable to the family of Christa
$500 million in liability coverage Crawley Warren & Co Ltd, sev- of the deceased's salary Currently, the maximum McAuliffe, the Concord, NH, school teacher abroad
for the TDRS-B probe, the mini- eral sources said annual benefit available under the program lS Challenger.
mum amount that NASA requires Mr Berman, the NASA attorney, $50,995 Larry White, assistant superintendent of the Con-
of all owners of satellites to be said he was going to give Ms Survivors of the military crew members, Navy cord School District, said he wasn't sure about the
launched aboard the shuttle, said McAuliffe the binder to the per- Cmdr Michael J. Smith and Air Force Lt Col Elli- school district's responsibility for workers compen-
Brian Stockwell, president of Cor- sonal accident policy "as a souve- son S. Onizuka, would receive benefits through the sation benefits since Ms. McAuliffe was on a leave of
roon & Black Inspace Inc, Space- mr" when she returned from her Dependency and Indemnity Compensation Pro- absence at the time of her death
com's broker trip into space gram The school district's workers compensation cover-

The liability coverage was placed "It's Just unbelievable," he said Benefits payable under this program for survivors age is written by the New Hampshire Municipal
in 1985 through the shuttle liability "I Just didn't want this to happen " of military personnel who die while on active duty Workers Compensation Fund, a 7-year-old pool that
insurance facility administered by While insured losses resulting are based on rank provides workers compensation coverage to about
International Technology Un- from the tragedy may be relatively For example, the monthly survivors' benefit for 250 towns, cities and school districts in the
derwriters Inc in Washington The modest, the disaster is shaking the lieutenant colonels and Navy commanders who die state
coverage is led in London by the confidence of satellite insurance while on duty is $775, while the monthly survivors' The Bow, N H -based fund self-insures the first
Ariel Syndicate, and is brokered in underwriters at a time when bro- benefit for the family of an Air Force captain is $250,000 of risk per-occurrence and buys excess in-
London by Crawley Warren & Co kers and some underwriters hoped $665. surance over that retention

NASA is also a named insured on the market would recover from In addition, benefits available through the Veter- Under New Hampshire's>workers compensation
Spacecom's policy massive losses, industry observers ans Administration will pay up to $376 a month for a statute, survivors' benefits are two-thirds of the de-

Mr Berman said NASA is say dependent child's college educational expenses ceased worker's salary, up to a current weekly max-
"checking to see whether that will Since the 19705, satellite un- Survivors of Gregory Jarvis, a civilian employee imum of $462
bring the insurance industry in to derwriters have paid $900 million of Hughes Aircraft Co m El Segundo, Calif, who A NASA attorney said Ms McAuliffe was not cov-
support any claims against us " in claims against only $400 million was aboard the space shuttle, are entitled to benefits ered under the Federal Employees Compensation

But Gail Granato, assistant vp at in premiums, noted Raymond payable under a California workers compensation Act.
Inspace, said she believes the Spa- Dowlen, chairman of the Aviation
cecom coverage would only cover Insurance Offices Association in
NASA if a third-party claim specif- London (see story, page 22) About But any recovery in the satellite be affected by the disaster, even if were to replace two satellites val-
ically alleges injury due to the $667 million of the claims have insurance market iS now on hold no claims are filed on the $500 mil- ued at a total of $180 million
TDRS-B probe been filed in the last two years, he while NASA investigates the cause hon policy covering the TDRS-B The earlier Westar and Palapa

While it's not yet known said of the explosion aboard the Chal- probe aboard the space shuttle probes were lost when they were
whether major contractors on the The rates for satellite launch lenger Challenger deployed by the space shuttle in
shuttle program-including Rock- coverage have risen as high as 30% "Emotionally, the shuttle loss The facility could supply a maxi- January 1983 The satellites were
well International Corp, Lockheed of a probe's insured value, while could have an effect on the confi- mum of $700 million in liability later salvaged by another shuttle
Corp, Morton Thiokol Inc and capacity was becoming so tight that dence underwriters have in the coverage if more than one probe mission in November 1984, and un-
Martin Marietta Corp -will be 11- RCA American Communications shuttle," said one Lloyd's broker was aboard a shuttle The premium derwriters-who had taken title
able for any damages, sources say Inc self-insured its $75 million K-2 "The marketplace is such that per owner had been approximately upon salvage-are still trying to re-
they are all likely to have large satellite that was successfully whatever (satellite) market has al- $200,000 sell them

aviation product liability limits to launched aboard a shuttle flight in ready survived may be deterred Up until last week, brokers Cor- Brokers Marsh & McLennan Inc
cover awards and settlements that November (BI, Nov 18,1985) from writing any more," said Mr roon & Black Inspace in Washing- and Bowring Space ProJects had
are not reimbursed by the federal Recently, there have been signs Simms of the Ariel Syndicate ton and Crawley Warren in Lon- begun negotiations with un-
government that the satellite insurance industry "It is too early to make any com- don were still trying to place cover- derwriters for the launch insurance

Pittsburgh-based Rockwell, wasbeginning torecover ment on the disaster, but two things age for the facility, which was sup- of the new Westar and Palapa
which builds the shuttle itself and RCA, for example, found about of concern come to mind," said Mo- posed to be renewed Dec 1 probes
supplies support systems, is be- $80 million of insurance coverage hammed Dahbi, head of the avia- Because of previous satellite "Quotes were released on those
lieved to have $1 billion of liability for its K-1 satellite, which was suc- tion and aerospace division of bro- losses and the state of the U S lia- satellites, but now those terms will
coverage led by the Ariel Syndicate cessfully launched aboard a shuttle ker Faugere et Jutheau in Paris bility insurance market, the bro- have to be reviewed," said one
at Lloyd's, London sources say on Jan 12 The policy, which cov- "One, all the launches will be de- kers had only found about $600 Lloyd's of London underwriter
However, Ariel underwriter Eddie ered only total losses, carried a rate layed so the insurance market will million dollars of the coverage, said "We will have to go back to the
Simms would not confirm the cov- of about 21% of insured value, or lose part of its premium in- John Howes, deputy chairman of drawing board "
erage and Rockwell officials did about $17 million, sources say come Two, some underwriters Crawley Warren Last week, the The other satellite for which cov-

not return phone calls In addition, brokers for owners will withdraw from the market for brokers were trying to find the last erage negotiations were under way
Burbank, Calif -based Lockheed, of satellites to be launched aboard psychological reasons People who $100 million of capacity in order to was GTE Spacenet 3R, which is to

which services the shuttle between the shuttle and the European Space are now ambivalent to writing renew the program, he noted be launched on the Ariane rocket

flights, has $1 billion of product lia- Agency's Ariane rocket have been space insurance may react to that " Premium per owner was ex- in mid-1986 to replace the $85 mil-
bility insurance, a spokesman said, trying to put together new policies "The shuttle will be delayed, pected to rise to between $200,000 lion GTE Spacenet-3 satellite That
but he would not give coverage de- that would cover satellites while which will delay the insurance and $300,000, sources say probe was destroyed on an Ariane
tails they were earned aboard the shut- business," added Bill Lloyd, vp of "The likelihood of having a shut- flight last September

Officials at Chicago-based Mor- tle or the rocket and then purchase Johnson & Higgins in New York "I tie launch in the near future fol- "We will start placing the Spa- 
ton Thiokol, which constructs the separate coverage for the actual de- don't think Ariane has the capacity lowing this disaster is very remote, cenet 3R but we will wait to see
shuttle's solid-fuel rockets, and ployment of the probes (BI, Dec 9, to take more launches So there so we will probably go back to the how the market reacts to the disas-
Bethesda, Md -based Martin Dec 2,1985) will be less premium flow What- drawing board and rethink the ter," said Mr Dahbi, GTE's French

ever the outcome, it can't be posi- whole facility," said Mr Howes broker

tive " Intec officials would not return In addition, there will be re-

insurance services guide
Some satellite coverage programs phone calls newed pressure to raise rates for

w11 probably be reworked by the Also, owners of at least three aviation product liabilty insurance
next shuttle launch, which some commercial satellites to be for the manufacturers of the shut-
experts say could be delayed up to launched aboard the shuttle and tle
two years because of the investiga- the Ariane were looking for launch "I do not know quite what will

CASUALTY ACTUARIES, INC. tion of last week's disaster and any insurance coverage at the time of happen," said Mr Simms "No
Use the Insurance Robert FLowe FCAS,MAAA,FCA subsequent modifications that will last week's disaster doubt there will be amendments

• Loss Reserve and Rate Evaluations lor be made to the shuttle. Two of the satellites-the Westar for space liabilities There may notServices Guide to Insurance Companies and Se,f-In-
suredq For example, the liability insur- VI-S owned by Western Union be an extra premium but there may

• Statutory letters of opinion on loss and ante facility for owners of satellites Corp and the Palapa B-3 owned by be a maintaining of rates and an in-reach your best loss expense reserves launched aboard the shuttle, which the Indonesian government-had crease on the space element of 
One Insurance Center Plaza. Suite 1

prospects. St Louis MO 63141 is managed by International Tech- been scheduled to be launched on a products liability, or something like
(314) 878-5002 nology Underwriters, will probably June shuttle flight The two probes that "

LOW-COST INDEPENDENT ACTUARIAL AND Arizona public entities
ADMINISTRATOR ENVIRONMENTAL CONSULTING

• Actuang Sell insu,ance Feasiblity St.dies Risk Final COntlntted from page 3 The department also will establish a toll-free "hot
Computerized contract claims administra- ang Evaluations Budget and Reserving Evaluations Childers also is working with agent associations in the line" for insurance buyers that are having difficulty in 
tion for your HMO/PPO program Exten- • Environmental Audits Loss Controt Studies Superund

stve reporting capabilities Reply to Site Health and Safety Evaluations state to establish voluntary market assistance pro- the marketplace Ms Wilhams said department person-
• Joint - Financial Evaluation 01 Environmental Liabilities

grams nel will try to put buyers in touch with available mar-
Manager, Drawer P TILLER CONSULTING GROUP, INC. The first objective of the MAP task force is to bring kets

San Mateo, CA 94402-0490 5098 Goldenrod Ave i Corona del Maf CA 92625 714 673 7089 immediate relief for day-care centers that are unable to Proposals similar to Mr Childers' are expected to be
obtain insurance, Ms. Williams said included ina report from a 20-member commission ap-

Mr Childers also has instituted a department policy pointed by the insurance director late last year to re-
for advertising Information m the INSURANCE SERVICES GUIDE that requires complete actuarial Justification for all view the property/casualty market That report is
Contact Beverly Kluxdal, 740 Rush Street, Chicago, Illinois 60611

Telephone (312) 649-5340
property/casualty rate increases or decreases of 8% or scheduled to be issued in February and is expected to
nnore include several recommendations .
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 Insurers running out of time
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125 »/ to put their house in order
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.-,/ V By MYRON M. PICOULT selection and inappropriate recognition of retary of health and human services, re-

'05 "true loss" costs on existing and evolving cently indicated that the Reagan administra-Special to Business Insurance
cases tion was considering legislation to limit med-400

1
TT IS CLEAR THAT insurance regulators

The inability of commercial insurance ical malpractice awards and tighten measuresJOG

1
i land politicians are very aware of the tur-

390 buyers to obtain coverage at any price lS against unfit doctors A final decision oni moil in the property/casualty insurance mar-
spawning regulation curtailing midterm can- whether to introduce such legislation iS de-' 305

ketplace
380 cellations and rate adjustments, as well as pendent upon what kind of progress states
375 There has been a daily outcry from small

li non-renewals of coverage Market assistance make to pare rising malpractice insurance
370- 28 businesses and public entities that have been

2 2 S.lob m B.(VB programs, or "voluntary" insurer pools, to rates for doctors
' #SP#Slsss« Asss 4 subject to wholesale midterm cancellation on

provide unavailable coverages also are sur-liability coverages, mas-
-  facing The continuation of a tight market

sive non-renewals by Frank B. Hall
•-, could create more government-sponsored

The Bus,ness insurance stock index skyrock-
some underwriters or re-

duced coverage coupled pools, perhaps closer regulation of commer- Frank B Hall & Co Inc says it expects
eted during the most-recent trading period, set- - a cial rates and more regulation of reinsurers that its fourth-quarter 1985 results will be af-with dramatic premiumting a record high. The N index of insurance or at least reinsurance contracts purchased fected by further writeoffs for discontinued
industry stocks closed at 446.5 points on Jan. increases The result has 

by primary underwriters operations
29, up 18.5 points from the 428.0 points on Jan.

been an increasingly nega- WA -1, 
Statute revisions that would curtail the op- The writeoffs, the size of which have not

22 and up 16.8 points from the previous high of tive public perception of N, ' r - erating flexibility currently emoyed by com- been released, will be connected with Jartran
429.7 points, set Jan. 15. A total of 47 stocks the property/casualty in- .wri ill./4 mercial insurers obviously would be negative Inc, the truck-leasing subsidiary that Hall
posted gains, eight stocks were down and four surance business, particu- ES" NI- pf for the property/casualty industry However, hopes to sell, and Global Surplus Insurance
stocks were unchanged for the latest trading larly for those un-

tempering the regulators' zeal to mute public Services Inc, Hall's discontinued managing
period. The biggest gains were posted by SA- derwriters with significant Mr. Plcoult

discontent are concerns about capacity short- general agency affiliatecommercial exposuresFECO Corp., up 13.4%; W.R. Berkley Corp., up falls and the need to maintain sufficient m- Last month, Protective National InsuranceFurthermore, regulators and other in-1 1.9%; Fireman's Fund Corp., also up 11.9%; centives to keep insurance companies in the Co of Omaha, Neb, placed itself under su-
Nobel Insurance Ltd., up 11.0%; and Corroon & terested parties are raising questions about business pervision of the Nebraska Insurance Depart-
Black Corp., also up 11.0%. The biggest losses the competency of insurance company man-

In past columns, we have noted the mar- ment because of an Inability to recover from
were posted by Frank B. Hall & Co. Inc., down agements

velous propensity of the industry to shoot lt- reinsurers on a book of business written byInsurance company managers argue that16.2%; Torchmark Corp., down 7.2%; Amencan self in the foot Well, it is doing it again Global (BI, Jan 27)
Heritage Life Investment Co., down 2.8%; the problems of availability and affordability

We are hearing that some commercial un- Hall posted a $95 million net aftertax loss
Statesman Group Inc., down 2.3%; and Kansas relate to many factors, including

derwriters are refusing to accept renewals on in the third quarter, largely due to costs re-• Capacity constraintsC,ty L,fe Insurance Co., down 1.7%. The Bus,- commercial coverages where the premium is lated to the disposal of Jartran and the estab-
ness insurance stock Index rose an average of • Shrinkage in the supply of reinsurance

less than $1,000 This business is apparently lishment of additional reserves for Hall's dis-
• Reinterpretation of insurance contracts4.3% for the trading penod, outperforming the finding its way to the direct writers Once ob- continued underwriting operations

other major market indicators: The New York by courts
tained by these entities, it is difficult to fore- In addition, Hall announced lt W111 hold a

Stock Exchange index rose 3.0%, the Standard • A lag in the development of losses re- see that insurers represented by independent special stockholders' meeting Feb 21 to votelated to exposures never contemplated in& Poor's 500 rose 3.3% and the Dow Jones 30 agents and brokers will recapture this busi- on proposals to
Industrials rose 3.8% for the same penod. original contracts

ness • Increase authorized shares of common
• Punitive damage awards Such attitudes, together with the advent of stock to 50 million from 20 million

1 • Increases in "mega-awards "
new commercial insurance pools-like • Increase authorized shares of preferredBritish Issues Distortions of the tort system have played a
ACE Insurance Co Ltd and Tortuga Casu- stock to 10 million from 500,000

1 Week major role in exacerbating the industry's alty Co -restricts the market available to the • Ratify transactions between Hall and28 Jan Price P/E Div Yield High-Low problems and changes are clearly in order
Companies pence pence % pencepence "traditional underwriters " It is to be noted Reliance Insurance Co whereby RelianceReform of the tort system should concentrate

that as the dynamics of the marketplace can invest up to $75 million in additionalComml Union 238 N/M 169 71 238-233

Gent Accident 720 32 7 31 4 44 720-710
on attempts to restore a realistic relationship change, the "traditional underwriters" will funds in Hall
between the injuries suffered by an individ-

Gdn Royal Exch 753 65 5 38 6 51 753-743 no doubt seek to convince all who will listen According to John A Addeo, Hall's senior
Royal 785 49 1 350 45 785-775 ual, the negligence involved and the final

that they have evolved into "specialty un- vp, 46

We are contemplating another transac-
Sun Alliance 577 962 236 41 577-557 award

derwriters " This reincarnation would be tion with Reliance to strengthen our capitalHowever, conspicuously absent from the more believable if the sign that reads " all base " Reliance currently owns a little lessBrokers underwriters' remarks are comments about
things to all people" is removed from above than 20% of the brokerage, he saidCE Heath 685 89 375 54 685-665 the rampant rate-cutting in which the indus-

Hogg Robinson 300 122 134 45 300-285 the main entrance to their corporate head- "Fully diluted, with the exercise of war-try was engaged for several years, poor risk
JH Minet 268 12 2 11 4 43 268-256 quarters rants, they would own about 30%," Mr
Sedg Grp 377 164 17 1 45 377-360 Myron M Picoult 25 senior up and senior in- If the turmoil in the Industry continues to Addeo added
Stew Wrightson 773 14 9 32 8 43 773-740 surance analyst wzth Oppenheimer & Co in result in economic and societal disruptions, it Hall intends to strengthen ltS capital base
Willis Faber 470 241 236 25 470-438 New York He is the past president of the is quite possible that the system of state regu- because "we expect additional writeoffs will
Source Philip Olsen/Alan Clifton, Insurance Industry Assn Of Insurance & Financial Analysts and lation of insurance will fail or at least be be made in the fourth quarter with respect to

Specialists Kitcat & Aitken Stockbrokers, a member of the New York Soczety of Secu- shared with some degree of federal oversight our discontinued operations," Mr Addeo
London

ntt/ Analysts Lawrence H DeNardis, acting assistant sec- said
Hall's announced last month that it has en-

J tered into a $75 million revolving credit
agreement and a $50 million term loan agree-
ment with a group of five banks

Bl Industry Stock Report January 29, 1986 1/23/86 thru 1/29/86

Arthur J. Gallagher results
Broker Arthur J Gallagher & Co m Roll-

ing Meadows, Ill, reported that its revenues
Brokors Price %Chg P/E $ Div % Vid High Low Vol (000) PRe % Cha p/E $ DA %Yid High Low vol (000) grew 27% in 1985 to $81 6 million from $64 2

Chubb Corp NYSE 6325 54 229 1 56 25 63 25* 59.00 339 0
Alexander & Alexander Svcs NYSE 34.63 53 00 100 2.9 34.63* 32.50 591 6

Coakined Intl Corp NYSE 53 00 24 96 216 41 53 00* 51.63 262 8
million in 1984

Baldwin & Lyons Inc OTC 75.00 1 4 16 6 0.80 1 1 78 00* 74.00 10 4

Carmon & Black Corp NYSE 62.13 10 9 84 0 1.00 1 6 62.13* 56.00 90 7 Net income for the 12 months ending DecContinental Corp NYSE 47 63 7 6 23 6 2.60 5 5 47.63 44.63 944 9
Cr-p E H Cos Inc OTC 25.00 9 9 26 9 0.25 1 0 25 00* 22.25 193 5

Crown Life Ins Co OTC 254 00 0 0 15 3 0.00 0 0 254.00 254.00 10 31, 1985, was $9 9 million, a 57% increase overEmett & Chandler Cos Inc OTC 17.75 0.0 30 6 0.00 0 0 18 25 17 50 34 1
Durham Corp OTC 45.50 3 4 8.4 1 28 2.8 46 00* 44.75 38.4 net income of $63 million for 1984 EarningsFarmers Group Inc OTC 7200 67 121 176 24 72 00* 67.50 806.1

Gallagher Arthur J & Co OTC 53.75 5 4 24 4 0.28 0 5 53 75* 50.50 18 0
Fireman Fd Corp NYSE 36.50 11 9 00 030 08 36 50* 34.00 863.5 per share rose to $2 20 from $1 59 in 1984Hall Frank B & Co Inc NYSE 22.00 -16 2 0.0 0.00 0 0 26.00 21.25* 1,791 1

r,shg slscn Cos InG NYSE 91 25 5 5 218 270 3 0 91 25* 86.75 305 2
Fremont Gen Corp OTC 2900 64 00 048 17 Gallagher's fourth-quarter revenues grew29.00 27.00 331 4OTC 14.25 18 00 0.80 56 14 25* 14.00 14
Great West Life Assurn Co OTC 490 00 2 1 12 6 1 60 0 3 490.00 480.00 00 28% to $21 9 million from $17 1 million in the
Home Group Inc AMEX 26.00 78 03 000 0.0 26 00* 24.00 650 8AGENTS/BROKERS AVERAGE 151 0 17
Hanover Ins Co OTC 59 25 8 7 61.7 0.56 0.9 59 25* 55.25 34.3 fourth quarter of 1984 Net income in the
Hartford Steam Boiler Insptn OTC 68 50 7 9 12 6 2.00 2 9 68 50* 63 50 24 0 fourth quarter rose 55% to $1 9 million from
Kans City Life Ins OTC 29 25 -1 7 11 5 0 87 3 0 30 00 29 25 7 9 $1 2 million, while earnings per share rose toConglomer"/ls & Mowing Cos. Kemper Corp OTC 80 63 9 0 23.2 1.80 2 2 80 63* 74.63 470.1

Liberty Corp S C NYSE 34.00 04 147 072 21 34.25 34.00 28 0
41 cents from 27 cents

American Express(Fireman's Fd) NYSE 58 00 13.7 16 3 1 36 2 3 58 00* 52 75 5,197 5 Lincoln Natl Corp Ind NYSE 58 00 5 0 13 7 2.00 3 4 58 00* 54.88 430 2
Anderson Clayton(Ranger/PanA=) NYSE 54.63 0.9 37 9 1.32 2 4 54 75 53.75 154 2 Mission Ins Group Inc OTC 2 75 0 0 0.0 0.00 0 0 2.75 2.75 630 5
Ar=co Inc NYSE 10.38 10 7 00 000 00 10.50 9.38 885 6

Berkley W R Corp OTC 40.00 11.9 125 0 0.32 0 8 40 00* 35.50 160 9
Mom=ental Corp OTC 35.13 0 4 11 9 1.40 4 0 35.38 35.00 63 4 AIG stock offering

CIGNA Corp NYSE 69.88 6.9 33 9 2 60 3 7 69 88* 64 75 1,780 4 Nac Re Corp OTC 35 75 7 5 28 4 0.00 0 0 35.75* 32 75* 115 8
Nobel Ins Ltd OTC 16 38 11.0 21 5 0.25 1 5 16 38* 14.50 154 8

CNA Finl Corp (CNA) NYSE 66.13 5.8 20 7 0.00 0 0 66 13* 62.13 131 8 American International Group Inc hasNorthwestern Natl Life Ins OTC 27.63 28 72 080 29 27.63 26.75 352 6
General Re Corp NYSE 111.75 7 6 121 5 1.56 1.4 111.75• 103.00 551 3

Ohio Cas Corp OTC 7450 72 218 280 38 74 50* 70.25 441 8 filed with the Securities'and Exchange Com-
ITT (Hartford Group) NYSE 38.50 4 8 121 1.00 2 6 38 50 36 63 2,490 1

Sears Roebuck & Co (Allstate) NYSE 39 00 5 8 10 9 1 76 4 5 .39 00 36 75 3,742 5 Old Rep Intl Corp mission a registration statement for a publicOTC 38 38 2 7 10.4 0.74 1.9 38.38 37.25 59 6
Teledyne Inc (Argonaut) NYSE 321.25 37 69 000 00 321.25 317.50 121 6

Orion Cap Corp NYSE 3163 77 00 076 24 3163 2963 1674 offering of 25 million shares of its common
Protective Corp OTC 2200 11 82 066 30 22.00 21.50 12 5

Transamerica Corp Provident Life & Acc Ins Co OTC 2625 -14 71 076 29 stock
26.63 26.25 265.8

(Occidental & Fred S James) NYSE 34.25 7 0 18 6 1.68 4 9 34.38 33.00 555 7 St Paul Cos Inc OTC 8700 98 00 300 34 87 00* 79.13 503.7 Proceeds from the stock offering will be
CONGLOMERATES/HOLDING COS AVERAGE 12 9 14

SAFECO Corp OTC 51.88 134 15.8 160 31 5188* 46 00 499 4 added to AIG's general funds to be used for
Sri Corp OTC 17 00 2 3 566 7 0.80 4 7 17.25 16.50 84 5 general corporate purposes, including possi-Seibels Bruce Group Inc OTC 1950 1.3 40 080 41 19.75 19.25 360 2

Statesman Group Inc OTC 5.25 -2 3 0.0 0.05 1 0 5 38 5.00 59 3 ble investments in or extensions of credit to
Tokio Marine & Fire Ins Co OTC 216 00 2 4 40 7 1 05 0 5 217.75 209.75 12 8

Insu-- subsidiaries
Torchmark Corp NYSE 22 63 -7 2 89 060 27 24 13 22 63 1,751 5 AIG stock was trading on the New YorkAetna Life & Cas Co NYSE 56 88 7 3 21 4 2 64 4 6 56 88* 53 13 1,676 2 Travelers Corp NYSE 49 75 8 2 12 1 2.16 4 3 49 88* 46 13 7,250 8

Aaerican General Corp NYSE 38 00 7 8 11 6 1 00 2 6 38 00* 34 88 2,089 3 United Fire & Cas Co OTC 32 75 -0 8 15 3 1 20 3 7 33 00 32.75 1 4 Stock Exchange last week at about $120 a
A=ern Heritage Life Invt Co NYSE 38 88 -2 8 11 2 1 20 3.1 39 75 38 88 2 8 United States Fid & Gty Co NYSE 4250 9.0 00 220 52 4250* 3925 1,2191
American Indty Finl Corp OTC 2150 62 00 112 52 21 50 20.00 158 6 Ust,fe Corp share

NYSE 3675 -13 83 112 30 36.75 36.00 500 0
American Intl Group Inc NYSE 117.50 8 8 29 3 0.44 0.4 119 75* 109 00 1,338 1 The stock offering will be underwritten by

:c==ocoR:::: Ltd OTC 0.88 00 00 000 00 0.88 0 88 14 7 "Nil N;:, CO:P NYSE 26 63 60 92 108 41 26.75 25.25 88 5

OTC 28.50 7 5 0.0 0.68 2 4 29.25* 26.75 570 0 Salomon Brothers Inc, Goldman, Sachs &
NYSE 3875 2 0 154 0.60 1 5 38 75* 37.75 4.5

Business Mens Assurn Co Aier OTC 29.50 1.3 83 104 35 29.50 29.00 301
INSURANCE COMPANIES Co, Lazard Freres & Co, and Morgan Stan-AVERAGE 11.4 19

r ley & Co .
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INCORPORATED

SO THE ROCKET SKIS
KEPT BLASTING OFF
THE ASSEMBLY LINE

PREMATURELY ?

-L
4

Q. The Hartford-isn't that the company
with the moose?

A. It's a stag.They launched an
investigation and found the problem fast.
Q. Is The Hartford known for great loss
prevention?
A. You bet.They can really help limit and
even prevent losses from accidents and
disasters.

Q. I assume your broker's a Hartford
fan, too?

4Lt

4

YEP. BUT
THE HARTFORD HELPED

ME GET THINGS RIGHT
BACK ON TRACK. ,

-J

r

U, V . 44 * 0,4 * 46 , * 6 , ,

A. Sure-we've seen eye-to-eye
onThe Hartford for years.
Q. Smart. So tell me, are your rocket skis
being well received?
A. Oh yeah.They're very big
with the jet set.

ti}ill- =::16. Year after year, you'll
*m«* -257 like doing business
with The Hartford, the insurance
people of ITT.

7)) 11(41 ki U<Vi/,
THE HARTFORD
The Insurance People ofITT
The Hartford nsurance Group, Hartford, Connecticut 06115,


