Blue Cross hits barrier to life business

By MARY ELLEN McKEE

CHICAGO-Blue Cross & Blue
Shield plans nationwide may en-
counterproblemsinmarketinglife
insurance to group health clients
in the wake of a recent decision by
the Connecticut insurance depart-
ment. But the state's Blue Cross
plan is counteracting that decision
with an appeal to a superior court.

Insurance commissioner Thorn-
as C. Mike's decision has been
strongly endorsed by insurance
companies selling group life insur-
ance in Connecticut. Commis-
sioner Mike blocked Blue Cross &
Blue Shield of Connecticut Inc.'s
proposed linkup with a dormant
life insurance company.

The Blue Cross plan sought the
commissioner's approval to ac-
quire a dormant domestic life com-
pany under holding company
laws in October, Peter Boucher,

Most hail model bill-

Blue Cross & Blue Shield's entry
into life insurance provides one-

stop shopping to small and

medium sized clients, says John
Kennedy of Connecticut Blue
Cross, right. But Connecticut law
blocks such a move, says state

official Peter Boucher, left.

chief counsel for the insurance de-
partment, explained. However, dis-
approval of the transaction which

came in late December did not ag-
ply to any of the financial star-

dissenters ask more

By JERRY GEISEL

WASHINGTON-Business

leaders hail the Commerce

Department's model product lia-
bility bill as a political masterpiece
that so evenly balances the rights
of competing interest groups it
could win approval in state legisla-
tures where so many other bills
have died.

"The model bill is as close to be-
ing enactablein a political environ-
ment as anything I've seen," said

James Mack, public affairs direc-
tor of the National Machine.Tool

Builders Assn. "It is both enact-
able and supportable by the vari-
ous interests in the product liabil-
ity equation.”

"The bill will encourage state ac-
tion because it gives the states sub-
.stantive information, case cita-
tions and analysis to support the
various tort reform provisions,"
observed Otis Lee, product liabil-
ity panel executive of the U.S.
Chamber of Commerce.

Whilethebusinesscommunityis
overwhelmingly supportive of the
model bill, there are some power-
ful dissenting voices. Insurers are
worried about a section of the bill'
that would increase the liability of
employers by requiring them to
pay an injured employe's full loss
-of wages, rather than just the
workers compensation benefit.

Some business leaders are disap-

The model product liability re-
form bill doesn't offer any re-
form, complains Edith Lichota.

pointed that the Commerce De-
partment didn't follow the lead
taken by some state legislatures
and recommend that manufactur-
ers' liability be eliminated after a
certain number of years after a
product was first sold.

Finally, some observers believe
the model bill only offers the ap-
pearance of reform rather than re-

Continued on page 46

rThe inside story
Another try at ERISA reform

Pension reform law authors, Senators Harrison Wil-
liams and Jacob Javits, are again sponsoring legisla-
tion to amend their masterpiece. Page 10.

Snow, snow and still more snow

It was more than many roofs, not to mention people,
in Chicago could stand up to. Losses from roof col-
lapses under the heavy burden may hit $40 million-in

the urban area. Page 4.
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dards required under the holding
company law. "Instead the com-
missioner relied solely on the stat-

utes governing the type of busi-
ness Blue Cross & Blue Shield can

conduct in the state to back up
this decision," Mr. Boucheradded.
"The commissioner bypassed the
merits and disadvantages of the
purchase and instead went straight

Week of Februar

to the statutes concerning the
unique character of the Blue Cross
plan in Connecticut."”

The statutes define Blue Cross &
Blue Shield of Connecticut Inc. as a
hospital service corporation, which
is a nonprofit sharing corporation
without capital stock, organized
under the laws of the state for the
purpose of establishing, maintain-
ing and operating a plan whereby
comprehensive health care is pro-
vided and billed by an approved
general, special or chronic disease

hospital under a contract entitling
such subscribers to these benefits.

"Nowhere in the statutes doe5 it
say that the Blue Cross plan can step

outside of its role as a health care pro-
vider," Mr. Boucher added.

Mr. Boucher, however, empha-
sized that the decision in no way
reflects a judgment on the merits,
desirability or advisability of the

Continued on page 43

1979

.business
iINsurance

the national newsmagazine of loss prevention,

risk financing and employe benefit management

©Entire contents copyright 1979 by

Crain Communications Inc. All rights reserved.

75c a copy; $15 a year

Senator demands changes
iIn N.Y. insurance exc hange

By JOHN H. MILLER
and ELLIS SIMON

LONDON/NEW YORK-New
York state's chief legislative pro-
ponent of the insurance exchange
says it'11 be another 18 months be-
fore the new insurance trading op-
eration gets off the ground.

Sen. John Dunne, chairman of
the state legislature's insurance
committee, drew this conclusion
after his extensive tour of Lloyd's
of London's trading facilities.

Moreover, upon his return to
New York, he revealed to Business
Insurance that "several matters"
remain to be resolved between his
committee and the Committee of
13 before the proposed exchange
constitution and bylaws would
meet with his satisfaction. Sen.
Dunne indicated it's unlikely the
Feb. 15 deadline for legislative ac-
tion could be extended for resolu-
tion of these undisclosed differ-
ences. If the remainingissues can't
be resolved before Feb. 15, he said,
and "we feel the constitution
shouldn't be accepted in its pres-
ent form, we'll just have to reject it."

Shortly after he returned from
London, Sen. Dunne introduced
legislation that would move the
earliest date the exchange could
begin operations to March 1 from
April 1. The bill would also limit
public membership on the board
of govern ors to four seats and ap-
ply state insurance statutes gov-
erning liquidation to underwrit-
ting syndicates.

In addition, his bill states that
free trade zone insurers should be
considered non-authorized com-
panies for the free zone part of the
business, clarifying whether free
zone types of risks would have to
be submitted to free zone insurers
before being submitted to non-
admitted markets.

Although Sen. Dunne's bill
would permit an interim board of
governors to start functioning

March 1, he does not see the first
meeting of the exchange member-
ship until at least 160 days later. He
has recommended amending the
exchange constitution to provide
interim staffing, as well.

Other recommendations by the
senator included permitting non-
U.S. citizens to serve on the board,
creation of an additional broker
seat and tightened eligibility re-

Continued on page 44

New campus risk exec
faces last staff's woes

By MARGARET LeROUX

BERKELEY, Calif.-In an atmo-
sphere clouded with budget cuts
and personnel problems, W.B. An-
derson, former manager of corpo-
rate insurance and benefits at Fi-
breboard Corp. in San Francisco,
was appointed the University of
California's director of risk man-
agement.

At the same meeting of the
university's board of regents
where Mr. Anderson's appoint-
ment was approved, $25 million
was ordered cut from the budgets
of the nine university campuses
because of Proposition 13's limits
on spending by state agencies.

During the new risk manager's
first week on the job, the attorney
for the former systemwide risk
manager said he's preparing to file

an action seeking reversal of the
appointment.

Acknowledging the formidable
problems facing him, Mr. Ander-
son said he is "assessing the entire
program" and anticipates "taking
on more responsibilities."

The immediate personnel prob-
lem involves Stephen J. Deness,
former assistant risk manager,
who served as systemwide risk
manager for the university from
1977 until Mr. Anderson was hired.
(BIl, Nov. 27, 1978.) When Mr.
Deness was not promoted to the
new position, his attorney, Ed-
ward J. Nevin, sought an admin-
istrative review based on his
client's job performance and su-
perior ratings by supervisors.

Denied the review, Mr. Nevin
said he intends to file an action in

Continued on page 45
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Aetna pleads in district cou

for clear liability to Teamsters

By CHARLES EPSTEIN

CHICAGO-Aetna Casualty &
Surety Co. is asking a U.S. District
Court here to clarify the provisions
of the $5 million excess insurance
policy it underwrote for the
Teamster's Central States Pension
Fund.

Aetna is asking the court to de-
cide at what point it must provide a
legal defense and pay attorneys
fees for the fund's fiduciaries who
were named in a suit last year by
the U.S. Department of Labor.

The Central States fund also
h=Ilds two fiduciary insurance poli-
cies with Lloyd's of London.

Aetna contends it should only
contribute to the legal defense af-
ter the $2 million ofinsurance pro-
vided by Lloyd's is exhausted. The
Teamster's fund wants Aetna to
contribute to the current defense.

When the Department of Labor
filed suit in February 1978 against
the Central States Pension Fund
charging the fiduciaries with a
breach of their responsibilities,
Central States notified Lloyd's. Ac-
cording to Aetna’'s suit, "Lloyd's
agreed, subject to defendants ex-
ecuting a non-waiver agreement,
to provide a defense for the defen-
dants and other defendants in the
Marshall suit (DOL), by paying the
attorney's fees and expenses. . . ."

The fund fiduciaries also noti-
fied Aetna at about the same time
that a legal defense would be
needed. The insurer agreed, but
with one stipulation: that the de-
fendants sign a non-waiver agree-
ment and agree to be defended by
the Chicago law office of Baker &
MeKenzie.

Aetna contends that at the time it
made this offer, it was not aware
that a legal defense was also being
supplied by Lloyd's.

Central States officials balked at
Aetna’'s "reservation of rights
agreement.”

Under the Lloyd's coverage,
Central States officials had re-
tained the Chicago law firm ofdJen-
ner & Block.

As a result ofthis impasse, Aetna

withdrew its offer to provide any
legal defense and stated that its in-
surance is in excess to Lloyd':.
At this point, Aetna filed suit
asking she court to decide the ex-
tent of Aetna’'s liability.
The insurer no longer provides

any coverage for Central States.
In another case, Aetna is also su-
ing the Central States Health and
Welfare Fund for payment of a
$141,000 premium, plus interests
and costs, on an extension of the
fund s fiduciary insurance policy. «

Bl sets benefit awards

for October prese ntation

CHICAGO-Awards for the 7th
Annual Business Insurance En-
ploye Benefit Communications
Competition will te presented at
the annual fall conference of the
Council on Employe Benefits.

The annual awards previously
have been presented at the spring
meeting of the Risk & Insurance
Management Society. The Council
on Employe Benefits, a renowned
national organization of leading
corporate benefit executives, will
provide the forum for presentation
of the awards at its October 4 and 5
meeting in New Orleans.

Companies are invited to submit
their benefit communications pro-
grams between March 1 and April
30, in five categcries: bocklets,
personalized correspondence,
audio-visual Fresentations, total
communications and special proj-
ects. Special projects would in-
clude poster programs, special an-
Nnouncements of new benefits or
benefit changes, payroll stuffers,
booklets prepared especially to ae-
company audio-v.sual programs
and other supplemental programs.

Entry forms and further infor-
mation can be obtained from Ron-
nie Drachman, Awards Coordina-
tor, 708 Third Ave.. New York, N.Y.
10017, (212) 986-5050. Entries
should be mailed, with the proper
fee, to Ms. Drazhman at thaf same
address.

A $75 entry feeisrequired forthe
total communication category. $50
is required for audio-visual entries,
$50 is required for special projects,
and $40 is the required fee to ac-
company booklets entries and per-

sonalized correspondence entries.

Two copies of tooklets, persona-
lized correspondence and special
prcjects must be submitted with
entrv applications. a

errors &

omissions

. Willis Faber Dumas and John-
son & Higgins will jointly fund on
an equal basis the $500,000 initial
capiralization of their newly an-
nounced U.S. underwriting and
syndicate management firm, John-
son & Higgins Willis Faber (USA)
Inc. The initial capitalization was
incorrectly reported in a Jan. 22

story.

« Alliance Reir.surance Manage-
ment Corp., one of the underwrit-
ing agencies handling third party
business for captives listed in a
Jan. B chart by Joseph Destein, un-
derwrites a complete worldwide
book of treaty reinsurance busi-

ness, says Jim Lyon. president.
The informatién contained in the

chart was incorrect. The com-
pany's information contact is
Mr. Lyon instead of the individual
listed in the chart. who is no longer
with Alliance Re. Alliance Re rep-
resents 53 insurance companies, 35
international insurers .n its princi-

- pal facility and 18 captive insurers

based in Bermuda, the U.S. and
Belgium.
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Insurance Brokers/Risk Management Services

Write or call any of our offices or contact Richard Hess, Executive Vice President,
at our California offices, Schiff Terhune Incorporated,
1801 Avenue of the Stars, Los Angeles, CA 90067. 213/277-3641.

rt rfor your information-7

Disney sues safety commission
in challenge to iurisdiction

LOS ANGELES-Disney Corp. filed a lawsuit against the Con-
sumer Products Safety Commission in federal court here asking
that the court declare that the commission has no jurisdiction over
the safety of amusement rides.

The court issued a temporary restraining order in mid-January
stating that the commission could not accumulate civil penalties
in the event it should seek action against Disney for failing to
provide information to the commission.

"But it did not enjoin us, nor have we been enjoined from bring-
ing any sort of action against Disney," said Mena Jennings, assis-
tant attorney for the Consumer Products Safety Commission.

The commission is investigating the safety of the Skyway gon-
dola rides at all 31 locations around the country, one of which is in
Disneyland, one at Disney World, she said.

Meanwhile, in the continuing investigation of th2 death of a 20
year old woman on Dec. 26 on the Magic Mountain "Colossus"
roller coaster, a simulation test of the fatal accident was made
which resulted in the mannequin-rider being jolted from its seat.
(Bl, Jan. 22, 1979)

Court declares pension owners

WASHINGTON-The Supreme Court ruled last month that a
worker's pension plan benefits earned under a federal retirennent
program are not part of the worker's "community property"” that
must be shared with a divorced spouse.

Under some state community property system laws, all assets
acquired during marriage are considered the joint property of hus-
band and wife, to be divided equally or according to a schedule
based on the length of the marriage.

However, the Supreme Court ruled that the federal Railroad
Retirement Act, which provides that a spouse's benefits terminate
after divorce, preempts "all state law that stands in its way."

The decision only applies to railroad workers in the eight states
that have community property laws. A case involving how private
pension benefits should be treated under community property
laws is not expected to reach the Supreme Court for several years.

Last month the court also rejected the contention that non-
contributory pension plans are subject to the anti-fraud provisions
of the federal securities laws in deciding the celebrated Daniel's

case.

M&M to forfeit Payne interest

NEW YORK-Marsh & McLennan Cos. Inc. agreed to sellits 20%
interest in Bland Payne Brokers Holdings Ltd. if the firm merges
with another leading Lloyd's broker, Sedgwick Forbes Holdings
Ltd. as proposed.

The development is significant in light of Alexander & Alexan-
der Services Inc.'s earlier decision to link with the two merged
firms, which together would become the largest broker. Separately
Marsh & McLennan has linked with Lloyd's broker, C.T. Bowring.

M&M has agreed t6 sell its interest for $31.4 million to Midland
Bank Ltd., makingMidland Bank the sole owner of Bland Payne.

Carnation continues captive fight

LOS ANGELES-Carnation Co. is going to continue its fight to
establish the legitimacy for tax purposes of transactions involving
a captive insurance company, Business Insurance learned.

Having failed in December to convince the tax court that its ar-
rangement with American Home Assurance Co. to reinsure
Carnation property risks with Carnation's Bermuda insurance sub-
sidiary constituted insurance for tax purposes, Carnation is asking
thetax court judge who ruled on the case to reconsiderhis decision.
Failing that, Carnation wants its attorney, J. Patrick Whaley, to file
an appeal.

Mr. Whaley intends to argue that the arrangement involving Car-
nation, American Home and Carnation's captive, Three Flowers
Insurance Co. Ltd., constituted insurancebecause American Home
remained liable for losses exceeding Three Flowers' capitalization.
In addition, he intends to convince the tax court or the appeals
court that the promise Carnation made to increase Three Flowers'
capital to $3 million in no way detracted from the efficacy of the
insurance arrangement.

Railroad worker wins $5.6 million

NEW YORK-A 33-year old Greek immigrant was awarded $5.6
million by a state supreme court jury for injuries suffered in 1974
from an 11,000 volt railroad powerline. George Kouriz was painting
a bridge above Penn Central railroad tracks in Connecticut when
he touched the line supplying power to the trains that ran below,
throwing him 27 feet, breaking his back and causing brain injuries
and severe burns.

The plaintiff contended the railroad should not have sent him up
there and that he wasn't properly protected.

Penn Central and the contractor for whom Mr. Kouriz worked are
in litigation over whether a hold harmless agreement between
Penn Central and the contractor is applicable.
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the benefit beat

Oil workers onl

Gulf Oil Corp., Texeco and 39
other oil companies have agreed to
increase contributions to union
hospital and health care plans by
$12 per month for families to $84
and by $4.50 per month to $35 for
individuals in contracts worked
out with the Oil, Chemical and
Atomic Workers International
Union. The two-year pacts cover
about 85% of the union's 60,000
workers.

The contribution increases will
maintain existing benefit levels.
No benefit improvements were
provided for in the contract, but
the companies have agreed to re-
open negotiations in the second
year on wages, health care benefits
and vacations. The Carteradminis-
tration is hoping that the oil
workers agreement, because pro-
visions are in compliance with the
President's wage guidelines, will

set the tone for negotiations in
other industries.

New dental plan

A dental plan has been added for
900 workers at Warner & Swasey in
Cleveland, negotiated by the Inter-
national Association of Machin-
ists.

The dental plan is broken down
into four classes. For diagnostic
and preventive care, 100% cover-
age applies. Charges for anaesthe-
sia, root canals, extractions and
other dental repairs are 80% cov-
ered. Fifty percent reimbursement
applies for major restorative work,
including crowns, bridges and full
denture work, and for orthodontia
work, which is only available to
those dependents under 19 years of
age.

A $25 individual deductible and
$50 family deductible applies to
the last three types ofcoverage. All
coverages are subject to a $600
limit.

In addition, the plan stipulates
that all dental work exceeding $300
must be submitted for approval be-
fore treatment is begun.

Major medical and accident and
sickness coverages were improved
as well for the contract effective
February 1. Major medical cover-
age was increased to a $100,000
maximum from the previous
$20,000. Accident and sickness
coverage was raised to $160weekly
from $130 weekly.

Pension boost

Kimberly-Clark Corp. is boost-
ing monthly pension payments to
more than 4,000 of its retirees and
surviving spouses to help offset
the rising cost of living.

The increases range from 7% for
those who retired in 1976to 25% for
those who retired in 1958 orearlier.
Monthly pension payment for per-
sons who retired in 1977 or 1978
will remain the same because the
company believes their incomes
have not been as seriouslyaffected
by inflation as those who retired
earlier.

This is the third pension supple-
ment granted retirees during the
past eight years, with previous
supplements provided in 1971 and
1974. Kimberly-Clark estimates
that the current supplement will
eventually cost the company more
than $17 million.

Second opinion drive
An extensive media promotion

campaign by Blue Cross and Blue

Shield of Greater New York has re-

sulted in a 131% increase in the
number of requests for second sur-
gical opinions. There were 840 sec-
ond surgical opinion requests for

November and December 1978
alone. For the same period in 1977,
there were 363 such requests.

The Blues spent more than
$100,000 since late October on tele-
vision and radio spots and bus and
subway advertisements to pro-
mote the second opinion program.
Second surgical opinions were in-
troduced by the Blues in January
1976 and are presently available to
5 million surgical/medical commu-
nity rated subscribers.

BC/BS said it's too early to say
whether greater use of second
opinions will result in a corre-
sponding decrease in surgery, but
a study of the first 1,500 cases of
second surgical opinions resulted

in nonconfirmation of the need for
surgery in 27% of all cases.

As a result, about $250,000 was
saved, but this was partially offset
by start-up costs of the program.
The Blues introduced second sur-
gical opinions primarily to im-
prove the quality of health care by
reducing unnecessary surgery, but

cost savings are also expected to
result over time.

HMO raises rates

A 10% subscriber rate increase
has been granted to Capital Area
Community Health Plan (CHP), a
prepaid health care service in the

Albany area. It's the first rate in-
crease since the health mainte-

business insurance, February 5, 1979/ 3

nance organization began operat-
ing two years ago.

The 10% increase is almost 60%
below the consumer price index
and the medical care price index,
the New York Department of In-
surance said. The new rates are
$29.04 a month for an individual
and $73.70 for a family under the
basic plan. Adding drug and all-
else coverage increases the
monthly charge to $30.56 for an in-
dividual and $80.37 for a family.

By requesting the subscriber
rate increase rather than borrow-
ing additional funds, the HMO
anticipates saving about $1 million
in high interest costs, which wiill
allow it to hold back future in-

hold benefit fine; additions later? <

creases in health care costs to
members.

In addition, the HMO's high en-
rollment of 17,000 and good man-
agement has enabled it to reduce
its federal loan assistance $800,000
from $1.7 million.

Benefit beat keeps insurance
and emplove benefit managers tip-
to-date on what other companies
are doing and informed of current
developments in the emplove bene-
fit field. We'd Zike to know ifyou'Ve
made anv changes. Write Kathryn
J. Mcintyre, Business Insur-

ance, 740 N. Rush St., Chicago, ILL.
60611 or calt 312-649-5286.

Factory Mutual has
approved Kemlite's frp wall

and ceiling panel

Now you have a choice

Ordinary fire retardant frp panel,
flame spread less than 25,
smoke developed over 450

Less initial

cost per square foot

Although you can get ordinary fire retardant fiber glass
reinforced plastic panels for less initial cost per sq. ft.,
you may not be saving money. You'll require expensive
fire fighting equipment and sprinklers. Installation
costs will be higher. Insurance premiums on hazardous
building materials carry a penalty.

In a fire situation, the ignition of ordinary fire retard-
ant panels is much faster. And they emit high volumes
of dense, black, toxic smoke. Asphyxiation by smoke and
gases is the No. 1 killer in building fires.

Kemlite's low smoke Fire-X Glasbord
frp panel, flame spread 50,
smoke developed 75

nroved

Lower insurance pre-
miums and installation cost

Factory Mutual Research's approval of low smoke
Fire-X Glasbord®panel means you can save money with
lower insurance premiums. And you probably won't
have to install sprinklers. That will cut wall and ceiling

installation costs.

Low smoke Fire-X Glasbord is the safest fiber glass
reinforced plastic building panel - the only one to
pass Factory Mutual's rigid full-scale corner test. It is
slower to ignite. The smoke from this panel is light gray,
mostly steam, with minimal toxicity. You reduce the

hazard of asphyxiation.

The choice is yours. When you need tough, sanitary wall and ceiling panels, you can choose a
hazardous material that costs less per sq. ft.-or a fire-safe material that gives you long-term savings.

Glasbord and Thread on the back of the panel Reg. U.S. Pat. Off.

For complete information and the name of your nearest distributor, contact:

KEMLITE CORPORATION

*
65 1 h h P. O. Box 429, Joliet, lllinois 60434

Telephone: 815/725-1112

TWX: 910/633-1553

Thread on the back® identifies Kemlite frp flat paneling.

©1978 Kernlite Corporation
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'»=46 Blizzards dump heavy losses
on rooftops of Chicago firms

Ph)to: Wide World

The tennis net stood firm while health club enthusiasts scrambled to

safety when the roof of this Chicago club collapsed under a heavy
burden of snow.

By JOHN MAES

CHICAGO-BIlizzard conditions
caused more than $10 million in
losses herein recent weeks includ-
ing one roof collapse at a building
material supply warehouse that ac-
counted for $250.000 in losses.

The Chicago area was the hard-
est hit by severe snows that swept
across the entire Midwest where it
is estimated that losses will sur-
pass $50 million for a nine-state re-
gion, according o the Insurance
Infirmation Institute (l11).

Another heavy snowfall Jan. 24
caused roofs to collapse at a
Chicago-area department store
and at a discount store in a far

northwestern suburb, but no inJU-
ries were reported in either mis-
hap.

Most of the damages have result-
ed from roofs that have collapsed
under the weight of heavy snows.

In Chicago, where three storms
dumped more than 30 inches of
snow last month, hundreds of
cave-ins have been reported, said
William Sirola, branch manager for
the Insurance Information Insti-
tute. The major portion ofthe dam-
ages occurred at commercial out-
lets and warehouses although in
sheer numbers, private homes suf-

fered most.

He said Chi::ago-area winter

What J&H doesit know about London,
Willis Faber does.

One reason J&H serves

IL

At a time when other American
brokers are still seeking a stable
relationship in the vital London
market, Johnson & Higgins and
Willis Faber & Dumas are
celebrating 87 years of inter-
national cooperation.

This longstanding relationship
is just one of the reasons J&H
has the resources to uncomplicate
the most complex international
risk management problems.

In addition to 34 of our own
offices overseas, staffed with
more than 900 J&H people, we
can call upon the global strength
of our 71-office network of

exclusive correspondents in key
business centers.

Which is why 30 of the top 100
companies have J&H as their
principal international insurance
broker. And another 15 have us
on their team. And why we serve

nearly 30 percent of the rest of
the Fortune 500.

VWWhen it comes to international

risk management, nobody has

moret leadin

her in

m

uItingtricc))@ng than

rance

storm damages may total $40 mil-
lion.

The worst incident took place
Jan. 14 at the Georgia Pacific Corp.
warehouse in Harvey, lll., a Chi-
cago suburb, when the roof caved
in on a 7,000 square foot section of
the 70,000 square foot facility.
There were no injuries said Lou

Robisch, manager of the facility.
Wind directions caused snow to

drift to one side ofthe roofand the
weight exceeded the 30-pound per
square inch capacity, Mr. Robisch
said. Losses will probably climb
higher than the $250,000 estimate
when damage to contents of the
buildingandbusinessinterruption
losses are included, he added.

The loss is covered under a col-
lapse provision in the company's
comprehensive insurance policy
with Cravens-Dargan of San Fran-
cisco, said John Manning, systems
manager for Georgia Pacific.

The Harvey, lll., warehouse was
built according to local building
codes which Mr. Manning said ex-
pects will be stiffened as a safe-
guard against repeat mishaps.

On Jan. 24, a.50-by-50 foot sec-
tion of roof collapsed at a K Mart
store in suburban Round Lake
Beach, scattering about 60 shop-
pers and employes and causing an
estimated $100,000 in damage.

A spokesman for K Mart stores
in Detroit said arrangements had
been made to have snow from two
previous storms cleared from the
roof, but the collapse occurred be-
fore crews could get there.

A section of roof fell in underthe
weightofsnowattheCarson, Pirie,
Scott department store in Mount
Prospect, a northwest suburb. A
store manager said the store was
closed at the time.

Manager Robert White said in-
surance adjustors were surveying
the loss last week and the loss may
run as high as $100,000.

Other roof cave-ins in the Chi-
cago area injured a man when the
roof of the public works garage in
suburban Park Ridge collapsed.
Another killed two horses and in-
jured two others while cave-ins at
an indoor tennis and racquetball
club and a senior citizens home
were also reported, but with no in-
juries.

In one Chicago incident, mil-
lions of dollars in damages were
averted when a large quantity of
frozen food was quickly removed
and saved from spoilage when a
warehouse roof collapsed, said
Vincent T. Regan, chairman ofthe
Il lllinois advisory committee.

The American Insurance Assn.,
an industry-sponsored group, has
declared the midwest a disaster
area and insurance companies are
expected to move additional
claims adj usters into the area, Mr.
Sirola said.

State Farm has created a special
catastrophe team of claims ad-
justers and moved them into a
Chicago-area motel from where
they will operate in handling
storm-related claims. They are ex-
pected to handle at least 2,000

claims.

"It's a situation with a long tail,"”
said an executive of the firm. "It

Representatives. of Willis, Faber & Dumas and Johnson & Higgins meet frequently.
He-e the senior officers of bo-h firms discuss recent develcpments.

Se:ted (1. tor.) A. RonaldTaylor, Ctairman WF&D; David-V Palmer, Deputy Chairman
WFAD; RobertV. Hatcher, Fresid€nt J&H; Richard I. Purnell. Chairman J&H.

been at it longer or does it better
than J&H. may be several months before
some claims show up. It's notlikea
hurricane or tornado where dam-
age is immediate and apparent.”
But the weather mayhamperthe
adjusters’ in their efforts to visit

JohnsonGHi ins

The private insurance broker.
TE answeronly toyou.

RISK AND INSURANCE MANAGEMENT SERVICES,EMPLOYEE BENEFIT AND ACTUARIAL CCNSULTING. THROUGHOUT THE WORLD

damaged sites, which may lead to
delays in claims processing, Mr.
Sirola said.

States in the disaster region in-
clude: lllinois, Nebraska, Kansas,

lowa, Michigan, Indiana, Missouri,
WVWVisconsin and Ohio. a



Not just
another pretty
railroad station.

This little depot repre-
sents the insurance company
that enjoys a special repu-
tation. We're known as the
people who know business
insurance like nobody else
in the business.

Our story is as simple
and direct as our trademark.
Business insurance is a
partnership—with responsi-
bilities on both sides. If you're
our policyholder, we'll work
hard to help you prevent
losses. But we expect you to
work just as hard —to be our
willing partner in loss control.
Because that’s the best way
to hold down insurance costs.

We want business insur-
ance to earn its keep. So do
you. Good insurance partners
can make it happen. That’s
the whole idea behind the
company behind the little
train station. That’s the
Wausau story.

Come to the source

®

The Wausau depot—one of America's best-known trademarks for 25 years. Employers Insurance of wausau
Wausau, Wisconsin
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Melted, charred rubbish is all that remains of three BART cars that
caught fire last month while the train whizzed through an underwater
tunnel during rush hour.

Short on promjses

Officials fear chemical risk

in Bay Area transit line fire

By MARGARET LeROUX

OAKLAND, Calif.-The possi-
bility that firefighters and passen-
gers inhaled a hazardous chemical
in thick smoke during the transbay
tube fire in the Bay Area Rapid
Transit (BART) system here last
month could present the most seri-
ous liability exposure in the blaze
which killed one fireman and in-
jured 46 people.

The San Francisco ccroner's of-
fice is conducting tests to deter-
mine if smoke from the blaze con-
tained any of the hazardous PCB
(polychlorinated biphenyl) that
BART uses as a coolant in the elec-

trical capacitators on its trains.

Long on performance

BART self-insures the first $5
million of its liability exposure and
the first $1 million of property
losses. Excess insurance programs
are underwritten by U.S. and U.K.

insurers.

The cause of the rush hour fire
was human error involving a line
switch cover on the bottom of the
train that fell off, causing sparks to
ignite a fire. The fire destroyed
three BART cars, severely da-
maged two others and caused
$20,000 propertydamagetotheun-
derwater transit system tube that
links San Francisco to the East
Bay.

Passengers said an explosion, "a

ROLLINS BURPICK

HUNTER

Multinational Insurance Brokers

World Headquarters

10 South Riverside Plaza

Chicago, lllinois 60606

sudden flash," inside the last carof
a seven-car train, caused the fire
which halted the speeding train as
those onboard scrambled to the
front car for safety.

All of those injured, including
firefighters, the train operator and
rush hour commuters, were
treated for smoke inhalation as po-
lyurethane used for seat cushions
in the burned cars created thick,
toxic fumes.

San Francisco's fire chief An-
drew Casper was highly critical of
conditions within the transbay
tube. "BART is not geared for
emergency situations,” he said.

The system had planned to re-
place polyurethane seats with $2.5
miillion of federal financing re.
ceived last September.

BART buys $50 million of prop-
erty insurance over its $1 million
retention, with policies "spread
everywhere-U.S. underwriters,
Lloyd's and others in the London
market,” according to W.F. Goelz,
BART's director of finance.

BART's $20 million excess liabil-
ity insurance program over its $5
million self-insured layer is also
shared by London and U.S. under-
writers with domestic partici-
pants including California Union
Insurance Co. and Glacier Insur-
ance Co. BART also has a $500,000
self-insured retention for each
workers compensation claim with
excess coverage of $5 million un-
derwritten by Employers Reinsur-
ance Corp.

The transit system is currently
without a risk manager. Marge
Layne held that position for ayear
after BART's first manager of in-
surance, Leland Hoagland, who
also acted as broker for the system,
retired. Ms. Layne joined C&H
Sugar in San Francisco in October
where she will take over.as risk
manager upon the retirement of
Julian Imig, the current risk man-
ager, in May.

Until a new risk manager is hired
at BART, Mr. Goelz and an assis-
tant are handling BART's insur-
ance program. Dinner Levison Co.
of San Francisco is the broker for
the system.

"Based on assessment of the
loss, BART's coverage is ade-
quate,” Robert C. N,jvins, manag-
ing partner for Dinner Levison,
said. "We expect the major loss to
be in the property area.”

The destroyed cars, made by
Rohr Industries ofChula Vista, Ca-
lit, cost the system $300,000 each
10 years ago. "Nobody knows how
much it's going to cost to replace
them today,"” Mr. Nevins said.

The state Public Utilities Com-
mission, which regulates BART's
safety, convened hearings into the
cause of the fire and ordered the
transbay tube closed until its in-
vestigation is completed. BART
continues to service both sides of
San Francisco Bay.

Free bus service to San Fran-
cisco from one of the Oakland
BART stations was provided at an
estimated daily cost of $20,000
from the day after the fire until the
beginning of February when a 50
cent charge in each direction was
to go into effect. It was estimated
the system was losing $60,000 per
day in commuter revenues be-
cause of curtailed service.

BART has been required to buy
40 four-hour oxygen masks for use
by San Francisco and Oakland fire-
fighters after chiefs of the two de-
partments complained that the
masks supplied to them contained
only 30 minutes ofair. It was barely
enough to allow firefighters to
reach the fire midway through the
3.6 miile transbay tube. a
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14 a flame,

Welook,
butdowe see?

What's the first thing that comes to

mind when you view this photo for
the first time ?

f. through sha e association, {01.1 see

that will tel you something

about the mind's influence over

the eye.

You're looking at the mineral colora-

tion on the nearly dry bed of Owens
Lake in California. Isn't it ironic

that water could look like fire. Two
totally opposite elements. Two adver-
saries, when it comes to industrial

loss control.

Fire is, and has always been, the great-

est single threat to industrial property.
And water is still the first line of

defense against fire.

As part of the Factory Mutual System,
Allendale Insurance has done more
to understand the destructive nature
of fire in industry, and its control

with water, than possibly any other
organization in the world.

Let us share our understanding with
you. So that when you look at fire
or water you'll see them for what
they are.

For an enlargement of this photograph

suitable for#faming write

Coyporate Relations Department,
Allend£de Insurance.

Allendale Insurance

Allendale Park. Johnston. Rhode Island 02919
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WE'RE PROUD TO

ANN

NOE WEVE

JUST SIGN d[) UP
15 OF THE

EST KNO

FACES

IN PROFESSIO
SPORTS

Unfortunately, we can't show you
who they are.

Because to use their faces would be
considered endorsements, and they're so
well known it would cost us a small
fortune to run this acl.

Besides, the important thing is
to announce that Professional Sports
Coverage is now available through our
American Home/National Uni6én
companies.

We only started writing this coverage
on June 1st, and already we've written
some of the biggest names in sports.

Before then, there was only one
major underwriter to go to for Profes-
sional Sports coverage.

But for the first time in history, they
have a major challenger.

And quite frankly, we're out to win.

We also thinkwe will: Our coverage
is more flexible. We can offer more con-

venience. And, our premiums are often
lower.

Our Special Risk Pohcy, or "It's More
Than A Game" Policy as we call it, is avail-

able on an individual or group basis.

We offer high limit coverage that
may include accidental death and dis-
memberment, accident or accident and
sickness, permanent total disability, tem-
porary total disability and weekly
indemnity.

We can cover the star of the team,

the manager of the team, or everyone on
the team.

Game" Policy is just one of more than

300 policies AIG offers,through our more
than 160 member companies, in more
than 130 different countries.

For more information, send in the
coupon below

We think competition is very
healthy for everyone. Whether it's jn the
business of sports or the business

of insurance.
We can also cover any

sport in the county AIG'S"IT:S MORETHAN AGAME"POLICY
And whether you need please send me more information on your Special.Risk policies

coverage for one day or on

N-1Zfu-FilL=VUL !

want it written.
In addition, we also in- 1

T BPHstiS risks. Like little Address Tel

forftiers TIrenfé, arts, en- Am

. , . WE OFFER MORE KINDS OF INSURANCE
EQ@W@&)UW%U)@W”SL”E d THAN ANYONE IN THE BUSINESS.
campout

our"It's More Than A L hagetwo™mrdnurinm*sztwoirthbrankJocopny E]

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

1 Name
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Senators renew efforts to revamp ERISA

By JERRY GEISEL

WASHINGTON-Using a billin-
troduced last year as a model, Sen.
Harrison Williams (D-N.J.) and
Sen. Jacob Javits (R-N.Y.) have re-
newed their effort to overhaul the
pension reform law through
sweeping legislation.

The ERISA Improvements Act
of 1979 retains many of the same
features that were in last year's bill,
which failed to make it out of com-
mittee. But several key changes
have been made involving report-
ing requirements, tax credits for
improving pension benefits and
preemption of state law.

The new bill, like its counterpart
of last year, calls for creation of a
single agency to enforce ERISA
and thus scrapping the current tri-
partite system ofadministration.A
new federal agency, the Employe
Benefits Commission, would take
over the present ERISA-related re-
sponsibilities of the Labor Depart-
ment, Internal Revenue Service
and Pension Benefit Guaranty
Corp.

The commission's five members
would include a chairman selected
by the President from a list of nom-
inees prepared by the Secretary of
Labor, a vice chairman chosen
from nominees prepared by the
Treasury Secretary, and three re-
maining commission members se-
lected from a list drawn up jointly
by the Labor and Treasury Depart-

ments.

Tax credits stretching out over a
five-year period would be given to
businesses with fewerthan 100 em-
ployes and whose annual profits
are less than $50,000 as a reward
for starting new qualified pension
plans. The credit would equal 5%
of the deduction allowed for the
first year, 3% for each of the next
two years and 1% for the fourth and
fifth years.

However, in a significant depar-
ture from last year, Sen. Javits and
Sen. Williams dropped a provision
to give tax credits to employers
who improve existing plans by
such means as reducing the num-
berofyearsanemployemustwork
for a firm before becoming fully
vested. Business groups represent-

Universities

forge on to
form captive

NEVV YORK-Eleven Eastern
universities continue to forge
ahead with plans to form a captive
insurance company to write buffer
layers of liability coverage.

But its formation may be ham-
pered because Stanley RI Tarr,
leader of the group, left Rutgers
University at the end of January.
He was Rutgers' director of risk
management. He is joining the
United Methodist Church in Chi-
cago as a vp of its insurance arm
which provides all risk manage-
ment and insurance purchasing
services to the church.

Mr. Tarr said, however, that his
leaving won't stall the plans. The
leadership role will shift to others,
he said.

"We've been convinced that the
captive would be feasible and ef-
fective in not just »the short term
but the long run,"” Mr. Tarr added.

At the group's most recent meet-
ing in mid-January, discussion cen-
tered on the structure of the cap-
tive, includinghowmuchcoverage
it will provide, who will provide
claims and engineering services
and how management decisions
will be made. If successful, the cap-
tive may be used as a model for
other universities by the National
Assn. of Colleges and Universities,

N INM=arrm ssaid. a

ing larger employers lobbied vigo-
rously against the tax credit ap-
proach for improvements to pen-
sion plans. Benefits experts con-
tended that giving tax credits for
pension improvements wouldn't
be fair to large corporations al-
ready maintaining very good and
costly plans.

In another change from last year,
Sen. Javits and Sen. Williams, the
sponsors of ERISA, proposed that
employes be allowed to deduct
10% of annual income, or $1,000,
whichever is less, from their taxes
for pension plan contributions. A
similar proposal by Sen. Robert
Dole (R-Kan.) was kKilled in a
House-Senate conference commit-
tee last year, a victim of heavy Ad-
ministration pressure.

The bill calls for "special master
plans.” Under the concept, em-
ployers could join master defined

benefit and defined contribution
plans sponsored by financial insti-
tutions such as banks and insur-
ance companies. The financial in-
stitutions would handle reporting
and disclosure requirements, com-
munication with federal agencies,
claims by participants and asset
management. As plan administra-
tor, the institution, rather than the
employer, would have fiduciary li-
ability for the plan.

In an effort to reduce employers
paperwork burdens, the bill pro-
poses to eliminate mandatory dis-
semination of summary annual re-
ports to all employes. However,
employes still could request a copy.

The bill also tries to strike a deli-
cate balance on the issueof ERISA
preemption in situations where the

states require employers to offer
certain benefits. Some members of

Congress believe states have the
right to pass laws requiring spe-
cific benefits. Others, however, are
concerned that varying state bene-
fit requirements have imposed
hardships on employers with
multi-state operations.

The Williams-Javits bill seeks a
compromise. States no longer
could require employers to pro-
vide a specific benefit in employe
plans. However, the bill would
save from ERISA preemption
Hawaii's prepaid health carelaw or
any other state law that is the same
as Hawaii's law. Hawaii's health
care law requires, among other
things, that benefit plans offer at
least 120 days of in-patient hospital
care. It forbids employers from re-
quiring employes to contribute
more than one-half the cost of pre-
mium, or 1.5% of monthly wage,

whichever is less. a
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Sen. Javits is no longer seeking
tax credits for employers who re-
duce pension plan vesting re-
quirements.

Fenwal doesn'# have

o sell you any more fire
protedion #han you
absolutely need.

r any less, for that maner.
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Benefit prog nosis: Physicals for the rank and file

By JOHN MAES

CHICAGO-Corporate medical
examination programs are con-
tinuing to gain popularity in the
U.S. and observers say they fore-
see the day when virtually all cor-
porations will provide some form
of preventive care for rank and file
workers.

Most of the do=zen firms con-
tacted by Business Insurance say
theyprovideeitherphysicalexams
as a benefit or some type of target
testing for high blood pressure,

heart conditions or possible ill ef-
fects of the work environment.

Even in firms where routine
physicals are still reserved for ex-
ecutives and no programs exist for
regular workers, benefit managers
say they are taking a hard look at

instituting some type of health sys-
tem for the entire work force.

Having more fire protection than you need can be
almost as costly as having too little.

After all, a paint locker doesn't need the same
amount of protection as, say, a big computer room.
That's why Fenwal offers every possible option in
Halon-based fire protection systems. And we custom-
ize these systems to your specific needs.

The Mini-System

Available in a pre-packaged format or custom
designed from standard components. A system that's
designed to protect 1 2-- —— _ 1

areas up to 3000 cubic 1- -.=:

feet. It can flood the s « 1
. area with Halon and 1% : 1

snuffa fire out dry in - <I*d

seconds. Leaving no V

residua-or-€lean-up

"It's definitely a growth area and
| see several trends developing,”
said Willis Goldbeck, director of
the Washington Business Group
on Health. He sees the following
patterns developing in corporate
medical programs:

« The so-called physical exam
program is being broadened in
many corporations to include
more employes instead ofjust ex-
ecutives or salaried employes.
"There's been a broadening in the
sense that more folks are being in-
cluded," said Mr. Goldbeck.

. Company-sponsored exams
are being offered routinelyto more
workers, but their frequency, such
as the annual checkup, is beingcut
back, especially for employes un-
der 40. Employers worry about
costs, while doctors have ques-

tioned the need for annual check-

ups, Mr. Goldbeck said.

= There's been "great growth,"
in screening tests and target exams
as a pre-hiring measure and as a
test of susceptibility to harmful el-
ements and toxic substances.

* Screening and testing is also
being extended to workers' fami-
lies to check the spread of harmful
elements to dependents, Mr. Gold-
beck said.

Laws and government pressure
are behind most of the increased
corporate activity in workers'
health, said Mr. Goldbeck, testify-
ing there's also a growing commit-
ment to employes' welfare.

"The welfare of the employe to-

day is the welfareof thecompany,”
he said.

Companies providing compre-
hensive physicals for workers say
the measure may cost them money
now, but will save money later by

The New Maxi-System
This isour new central storage system that pro-
vides total flooding with Halon in large areas. It covers
1 several zones with one supply of Halon to minimize con-
tainer storage problems. Fenwal's maxi-system is one
very effective way to protect multiple hazards at a rela-

Poll examines physicals

WASHINGTON-Seventy-six percent of a group of 160
Fortune 500 companies recently surveyed said they require
pre-employment physical examinations, according to the
Washington Business Group on Health.

In an interim report, it was also revealed that 39% ofthe
companies polled provide pre-assignment physicals for
workers but most routine checkup programs are still lim-

ited to salaried employes.

In addition, few workers are given physical exams at
retirement and even fewer at termination or layoff, accord-

ing to the health group.

For companies providing multi-phasic testing for em-
ployes, reducing disability was most frequently cited as the
reason for setting up the program.

reducing sick time and lessening
the risk of having to pay claims to

employes disabled by disease.
"It's a worthwhile benefit to the

tively low cost. Especially when main and reserve sup-

plies are needed. It's electro-pneumatically or mechani-
cally operated, and because it uses Halon 1301, it's safe

-~ ana fL0EARIE, With.noglean-up,
The Modular

c X

System 126.i

This is Fenwal's most

flexible system in that it offers IC

a wide choice of components ,.a .2 ---

————r——

%1fzZYY(1piat i - - 51 L

It can be expanded quickly and *-

inexpensively And it's easy to
modify should the configuration of your operation change.
Fenwal has pioneered this type of electrically
operated modular Halon system with great success in
applications ranging from computer rooms to telecom-
munications installations. And we offer complete
customizing expertise and service along with a fullline of

- thermal, smoke and ultraviolet detection devices and
control panels.

17141

Fenwal,The Holon Experts

After 10 years working with Halon-based systems,
we've learned that no one type of system is best for every
situation. That's why we design and manufacture them
all. Detection, suppression and control elements using
every type of detection and suppression method available.

Today there are 10,000 Fenwal systems installed. In

all kinds of operations throughout the world. And every
day we're proving our systems work.

For visual proof that there's a Fenwal Fire Suppres-
sion System that can work in your operation, send for our
new film, Fire: Seconds to Suppression Or write for a

o free copy of our booklet on fire suppression. Write
Fenwal Incorporated, Ashland, MA 01721, A Division of
Walter Kidde & Co., Inc., or call (617) 881-2000

1:5] FENWA

(ST |

applications like paint lockers, trailers, vans, aircraft

under construction, etc. In short, wherever you need
Halon protection that's economical and portable.

We've proved our syslems work
in ten thousand installations.

company because when the em-
ployes are healthy, the company is
better off,” said Dr. James H.
Spraul, associate medical director
for Monsanto Corp. in St. Louis.

Monsanto is one of the growing
number of companies that has
formed its own medical depart-
ment. The company provides fully-
paid physicals for all its employes
as a pre-placement measure and on
a periodic basis after hiring.

The company's medical program
dates back to the 1940s. At its 100
worksites throughout the country,
exams are performed by either a
company doctor on-site, or else-
where by a company-retained doc-
tor or a private physican in smaller
locales, said Dr. Spraul.

R.J. Reynolds Industries Inc. in
Winston-Salem, N.C., has two
physical exam plans for its 17,000
employes and their dependents,
said Bynum E. Tudor, director of
corporate employe benefits. Em-
ployes can usea companyplanthat
provides one physical a year for a
$50 deductible, he said. Where fur-
ther tests are required to diagnose
a condition, the company's group
insurance plan takes over.

Otherwise, employes can opt for
the company HMO plan which pro-
vides 100% coverage of examina-
tions for employes and their fami-
lies with workers paying a $3
monthly payroll deduction.

Prior to starting the exam pro-
gram about two years ago, only ex-
ecutives received physicals at
company expense, said Mr. Tudor.

No extensive cost effectiveness
studies were made before starting
the program, even though corpo-
rate officials realized it would
probably translate into lower ab-
senteeism and fewer disabling dis-
eases in the future, said Mr. Tudor.

At Honeywell Corp. in Minneap-
olis, executives and certain catego-
ries such as drivers and pilots re-
ceive screening and physicals at
company expense but regular em-
ployes do not, said Dr. John Ja-
coby, medical director. He pointed
out that employes have access to
HMOs through which paid check-
ups are available.

Honeywell does provide target
examinations to those working in
possible hazard areas, but Dr. Ja-
coby said the cost effectiveness of
the blanket, company-wide
checkup is still a question. "A
checkup does damn little" to bene-
fit a person who does nothing to
monitor lifestyle, he said.

A better idea, he said, is com-
pany sponsored health-education
"to teach people to be better man-
agers of their own health care
needs, to be better record keepers
and better medical consumers.™

Other companies such as Joseph
Schlitz Brewing Co. in Milwaukee
and Dallas-based LTV Corp. also
have no non-executive examina-
tion programs. But benefit man-
agers say various forms of health
care testing are being closely stud-
ied. Chuck Mazza, benefit manager
at Schilitz, said a health testing pro-
gram will be tried this year to see

how many employes participate. a
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editorial opinions

Thieves thrive

T AST YEAR is being characterized as , 2

-LJ the year of the multimillion-dollar
heist. It's a dubious achievement, and one

letters

Business Insurance welcomes letters from :ts readers Please keep youT
comments as briefas possible and we reserve the right to edit or shorten
letters for clanty or space Please send Vour comments to Letters to the
Editor, Business Insurance, 740 N Rush St, Chicago, IIt 60611

Punitive damages Risk Control Associates Inc, Mi-
ami, Fla
To the editor | have read the arti-

cle by Henry Salfeld on page 20 of Promoting health

the Dec 25, 1 8, issue o

which may be felt throughout 1979 in in- Insurance and | am particularly in- To the editor Re your Jan 8
R ° terested in the section regarding riskWatch column covering our
syrance premiums. . .. * - punitive damages health maintenance survey You
The list O. fhuge theftS th|S_ _ear_|S impres- df EI/ ’ bAL irr In that section, Mr Salfeld have done a most thorough Job All
sive, and dlSCOUFagIng' $8 million in cash 11*>-« in *ti//1- - 4 states "While the CAP excluded the important points relating to
and jewelry stolen from Lufthansa's cargo coverage for injuries sustained by business have been included |
. . f V/4{! fellow employes for any person hope readers find the column in-
hangar at Kennedy International Airport . . ; .

N P— . engaged in the business of his em- teresting
|n NeW YOI’k; $3 mI”IOn StOIen from a 'yd kJ Ployer the words have been omit- You conclude with the sugges-
, Wells Fargo truck in Staten Island; theft of 1 , ted from the BAP The exclusion, tion that annual employer-paid
R therefore, also applies if the acci- physical exams for employes be
a Rembrandt worth $1 million and three Ir —- dent occurred while the driver of provided and promoted by em-
other pajntings froin agan Francisco mus; 1 the car was not on business ployers There is some argument
| have searched the exclusions of that annual physicals may not be
1 _—— the BAP and do not find this to be necessary-that they can be sched-
N - the case The ISO's business auto uled less frequently Of course, the
C ies St'O|I n ' J policy contains an exclusion of point is to get started on a program
m a Wa” S reet flrm’ and $1 6 ml”lon |n { bodllyflmur}/ to any fc.ell'ow em- n all er.nployes should'have their
unrefined gold and silver stolen in a truck \ £1 8 ams we,AKe ploye of the insured arising out of first physical, then consider a pro-

and in the course of his or her em- gram of annual-only for older em-
"Listen, George, | heard about this new kind of ployment "
What's worse, the thieves are making out cash flow plan that I'd like to try out ... can you tell Also, Mr Salfeld says it may be up on a less frequent schedule

like bandits. Nobody can trace them or ar- me how those things called introspective ratings that punitive and exemplary dam- We certainly would like to see
’ y plans work  ©° ages are excluded | have looked at more done by companies to pro-

rest them. Of all the robberies listed, ar- theAetna Insurance Co 's, the Con- mote better health | really think
rests have been made in only one case-the than 2% of those bonded defaulted last tinental Insurance Co 's and the we are on the verge of adopting a

Houston General Insurance Co 's national attitude of a healthier life-

hijacking in Connecticut. ployes, while younger ones are set-

Wall Street incident A partial recovery year. BAP policies and cannot fmd this style

was made in one other case-the Staten The program, sponsored by federal-state exclusion Am | missing some- Thomas S. Santley
Island robbery employment service offices, paid $245,378 thin%;, or would Mr Salfeld have a Assistant vp, Pacific Mutual Life
ist of the companies which are at- Insurance Co, Newport Beach,

Inland marine insurers must be worried. in claims last year out of a total bonding
Losses are rising, rec'overies and arrests hability of almost $11 million a month.
are falling and security isn't accomplish- Some 12,427 persons were bonded, but de- _ Kenneth E. Newburger | ndustry pr0f|tS
. . President, Kessler-Bondenheimer
ing much of anything. faults amounted to less than one per every

58 ex-offenders. Claims averaged about

taching the exclusion 9 Calif

Inc, New Orleans, La To the editor On Nov 1, 1978, |

sent a bulletin to my clients pre-

$1 140 for the 215 defaults during the year Author's reply We said tn the ar- dicting that insurers would make

I X_CO| lS refo r l I l ticle, too, that policies we had ex- $10 billion in profits before taxes
That's not a bad record. . j ) L. )

amined had "quietly omitted" thts for 1978 Indeed, preliminary fig-

exclusion ofpunttive damages con- ures announced Just this month in-

" MPLOYERS GROUSE thatthey're |n_ tained in the ISO's proposed word- dicated insurance company profits

creasingly being restricted by the gov- I ea ky I I Iotto ing No, we haven't seen any potz- of $267 billion on underwriting

ernment and by c1v1A rights laws prohibit— czes that include theexclusion,but | and $7 3 billion on investments, to-

A A .encourage vou to object to the ex- taling more than $1 97 billion
ing them from asking too much about a _p RODUCT LIABILITY has reached clusion d you should run into it These figures, however, do not

prospective employe's background. The -L the stage where even the plumbers are Relative to the fellow emplove ex- reflect over-reserves From my
clusion, | called attention to the own checking of several mA}or ac-

fact that the CAP excluded cover- counts, | would estimate reserves
person's background a company is more plumber's publication warns members of age foT injuries sustained bvfellow are more than $3 billion in excess

apt to mistakenly hire workers who will a plurnbing contractors group to use a new emploves only tfthepersoncausing of final payouts There are serious

. . - the injury were engaged in the over-reserves of unearned pre-
steal the company blind. Iogo/motto n advertlSIng' busin;ssyof the empglgofer The BAP miums as well i

Their fears are apparently unfounded in The old one, plumbers were warned, exclusion 13 broader and also ap- You should know that since the
the case of ex-offenders. We read with could lead to "serious complications " The plies while such person w not three and five year policy forths
engaged En the employer's bustness were dropped and all-risk cover-
age is on a one-year basis, the pre-
mium reserve should average 55%
of writings for one year And yet

worry, of course, is that without knowing a running scared A recent issue o f a master

great interest the news release from the group's old logo read: "We sell, install, and

U.S. Department of Labor pointing out guarantee our services." The warning Who was first?

that under the federal program providing grewoutofan observation that many firms

fidelity bonds of up to $10,000 for ex- advertising in the Yellow Pages and in 10- Tethe editor Re jerry Geisel's some insurers still have reserves

A ) . article on municipal risk sharing, equal to as much as 100% of their
offenders and other persons unable to ob- cal phone directories were stlll using the Jan 8 annual writings The IRS is check-

tam adequate bonds for employment, less old |ogo_ The Texas Municipal League ing into this, and | predict a lot of
may have made waves in publlcin- back income taxes will be as-
surance circles in 1974 by estab- sessed, as was done In the years

lishing a fund for cities to collec- following World War Il

1 a the national newsmagazme of tively self-insure their workers | also predict repeal of the Mc-
usiness insurance elf-insure. .
) compensation but if it was the first, Carran Act, due to pressure from a
emplove benefit management
It IS only by virtue of Mr Geisel's public tired of insurance npoffs

definition of "major "
G D CRAIN JR founder (1885 1973)

MRS G D CRAIN JR S R BERNSTEIN RANCE CRAIN The Dade County workmens Justin S. Lencke
chatrman Of the board chairman, executive commutee president and ed,tonal d,rector compensation self-insurance plan Consultant, Marianna, Fla
KEITH E CRAIN DAVID J CLEARY JR ALFRED MALECKI was established 10 years earlier, on
secretan; treastiNT senior up-group pub{isher vp-publisheT (New York) 1 H
Oct 1,1964, with Dade Countyand Insurer obiects
four cities within Dade County
SUSAN ALT, ARM, CPCU, editor KATHRYN J McINTYRE, news editor participating Within a year, 20 of To the editor Our clipping ser-

Associates Ne16 York-REBECCAA FANNIN, ELLIS SIMON, Washmgton-JERRY GEISEL,LosAngeles-JOANNE GAMLIN,Chicago--JOHN Dade's 27 cities were members and Vlee Just sent us a copy of a story
MAES, MARY ELLEN MEKEE, LEN STRAZEWSKI, PHYLLIS GALLAGHER (asst) Editorial productwn chief MERRILL SALTZMAN Art  &ijl| are The idea of pooling was so carried in the Oct 30, 1978, issue of
director JOE FARACI Correspondents London-JOHN MILLER (01) 946-4215 Seattle-HARRIET KING (206-888-2340} San Francisco- ’ ’
MARGARET LeROUX (415-525 5082) innovative at the time that it took Business Insurance We are disap-
over three years for the Florida In- pointed that someone on your staff
DONALD A WALSH, Advertising Director (New York) ROBERT L NIESSE, Midwest Sales Manager (Chieago) dustrial Commission (since re- didn't verify the statement made
Advertwing disttictmanagers New York-CHARLES A HORVATH, JACK FORREST Chicago-DON MAHLMEISTER, Production manager named the Bureau of Workmens by the executive director of the
Chicago-FRAN PRYBYLO Promotion manager New York-RONNIE | DRACHMAN Assistant to the pubtisher Chicago-CELIA MA Compensation, Department of Virginia Hospital Assn that al-
LOUHOS, New York-JOYCE BAIDA Commerce) to acknowledge the leges St Paul slashed ItS initial

plan as being legally appropriate hospital malpractice premium bid

Published by Crain Commun ications Inc, Chicago, publisherofAdvertising Age, Pensions & Investments, Industrial Marketing KEITH E CRAIN, During these years the discount based on being made privy to the

secretary freasurer, M A HARTENFELD, executive vice president, D J CLEARY JR, senior vice president, ALFRED MALECKI, J J QRAHAM. has never been less than 10%, for lower bid of the Virginia Hospital

S E COHEN, LOUIS F DEMARCO, WILLIAM STRONG, ROBERT W KRAFT, STEPHEN D GILKENSON, ARTHUR E MERTZ, vice prest ’

dents, JAMES M FRANKLIN, vp finance and admimstration, MERRILEE P CRAIN, assistant secretary the year ended Oct 1, 1978, on col- Reciprocal That's Just not true
lective premiums of $12,137,988, The author also accepts as fact

Published blweekly at 740 Rush St, Chicago, Ill 60611 (312-649-5200) Offices 708 Third Ave, New York, N Y 10017 (212-986-5050), Suite 1253 the discount was 59% the executive director's statement

National Press Building, Washington, D C 20004 (202-638-5300), 6404 Wilshire Blvd , Los Angeles, Ca 90048 (213-651-3710) 75 cents a copy $15 ayear Though | am no longer the insur- that the reciprocal encouraged
in U S Foreign $5 a year additional WILLIAM STRONG, up€irculation PAMELA JANOUSEK, circulation manager, ROGER DiGREGORIO,
futfilment diyector Four weeks' notice required for change of address Send subscription correspondence to Circulation Department, Busmess . . ) ) ) . . . L.
Insurance, 740 Rush St , Chicago, Ill 60611 Telex 25-4248, Cable CRAINCOM Microfilm copies are available from University Microfilms, 300 Zeeb maintain a paternal interest in the practice business in Virginia St
Rd, Ann Arbor, Mich 48013 Microfiche copies available Bell & Howell, Micro Photo Division, Old Mansfield Rd, Wooster, Ohic 44691 plan, it was my baby Paul has continued to be a stable

ance manager for Dade County, | other insurers to return to the mal-

*ABP market for medical malpractice in-

Member of Business Publications Audit of Circulation Lucian C. Catin, RM Continued on page 14
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WHY YOU'LL

PREFER DELTA
FOR PREFERRED
S s Ly compary oo

D elta - |pyds Insyrance

youthe mostcom-
petitivequotesiA
thebusinessforyour
favorable riskclients.

regulatedand can offerexceptionally
low rates for property and inland marine
insurance. Call Avrohm Wisenberg at
(713) 621-8650. And let us show you why
you'll prefer Delta for your preferred
risks.

DTA

DELTA LLOYDS INSURANCE COMPANY £

R O.. Box 2045 Houston, Texas 77001
A Lloyds Company. Best rating "A'

Letters column . . .

Continued ftom page 12
surance in Virginia. It didn't "re-
turn” because it never left.

David G. McDonell
Communications officer, The St.
Paul Cos. Inc., St.'"Paul, Minn.

Captive comment

To the editor: | have been read-
ing Business Insurance magazine
for some time now and | find your
publication very interesting and
informative.

| was particularly impressed by
your Jan. 8 issue (Captive and Self-
Insurance Review) since our com-
pany is part of an offshore insur-
ance company organized for the
purpose of writing product liabil-
ity and completed operations cov-
erage. It is known as North Ameri-
can Manufacturers Insurance Co.

Ltd. of Hamilton, Bermuda, from

Allianz®

®© Copyright Pending

For

which location all business actiti-
ties are conducted.

This offshore company has been
in existence for almost one year
and has been covering companies
in the material handling field,
foundry equipment field and other
types of manufacturers of indus-
trial equipment.

Marvin H. Coleman
President, Conveyor Systems Inc.,
Morton Grove, lll.

Still interested

To the editor: A story on the Col-
orado Hospital Assn. Trust in your
Dec. 11 issue indicates interest in
our program is waning, but we
don'tagree. The 32 Colorado hospi-
tals are presently members of the
trust (CHAT) have all shown posi-
tive interest in the program.

My meetings with hospital

Builders

Risk

INsurance,

Lee ...

Say Ah...

AhnNnz=

Allianz. The company you need when
you want the best in Builders Risk/
Installation Floater and Contractors
Equipment coverage on heavy
construction risks. Our network of
experienced professionals can meet your
insurance needs worldwide with our
almost unlimited capacity. We can use
the London form. When you need
Builders Risk coverage, say Allianz.

We're the experts you should know

Allianz ®

Allianz Insurance Company

A Center of Excellence

6435 Wilshire Blvd., Los Angeles, CA 90048
(213) 658-5000

boards and administrators

throughout the state lead me to be-
lieve we'll witness outstanding
growth in the trust within the next
year as more hospitals participate.
As the story pointed out, we ini-
tially had 27 of Colorado's 63 eligi-
ble hospitals sign up when the
trust was launched in late 1978;
we're now up to 31 member hospi-
tals.

Moreover, legislators from a
neighboring state have asked us to
help them prepare enabling legis-
lation similar to that passed in Col-
orado in 1976 which made it possi-
ble to establish the trust.

Thelackofarapidincreaseinthe
trust's membership isn't due to
waning interest. It's probably due
to stiffer competition from tradi-
tional insurers, forcing hospital
boards to spend more time study-
ing competitive programs. We also
believe our program will grow in
popularity because of the local le-
gal and medical advisory services
provided, services not available
through commercial insurance
companies. Medical Liability Con-
sultants Program Inc., a firm of
physicians and lawyers, offers
CHAT participants expert advice,

- reviewing medical services and

imposing loss control measures.
Richard Grant
Trust administrator and assistant

vp, Warren & Sommer Manage-
ment Co., Denver, Colo.

No floats

To the editor: | noted with some
dismay your editorial in the Dec.
25, 1978, issue of Business Insur-

Specifically, your comments
containedin"RidingtheFloat"ap-
pear to indicate from your particu-
lar editorial opinion that someone
is poorly informed on current fi
cal situations that exist between a
broker and his company. Normal
account currents provide for pay-
ment of premium funds, whether
or not they be collected, 45 days
after the end of the month in which
theinsuranceiswritten.Withsome
companies, this has now been re-
stricted to 30 days. The only occa-
sion that | am aware that a broker
may have 120 days to pay for cli-
ents' coverage is in the event that
he placed insurance through
Lloyd's of London or other foreign
markets. In that case, it is a matter
of individual negotiation between
the American broker and his for-
eign correspondent.

Anyriskmanagerthatwouldfol-
low the guideline of holding off
paying premiums for a period of
120 to 160 days is very ill advised
and may fast find himself with a
very bad credit reputation within
the insurance marketplace, not to
mention that he may find his cov-
erages cancelled for nonpayment
of premium.

William F. Willer
Assistant vp, Stembler-Adams &
Sweet Inc., Miami, Fla.

Editor's note: We think we're on the
same side of the fence as you are,
though your initial comment indi-
cates you are disagreeing with us.
We,too,think it'sanabuseofpower
and unwise for poticyholders to de-
lay payments until the last possible
moment. Our editorial caZied the

slow-pay practice unfair.
Board schedules

sa fetyexams

CHAMPAIGN, IlIl.-The Board
of Certified Safety Professionals
will hold its fall 1979 examinations
here Oct. 13. The core examination
and the specialty and comprehen-
sive practice examinations will be
held concurrently.

New applicants must apply by
June 1 and current CSPs in-
terested in taking one of the spe-
cialty examinations orthe compre-
hensive practice exam should no-
tify the board by Aug. 1. a



New tide of offshore

By JERRY GEISEL

WASHINGTON-Despite a soft
casualty market, the drive to solve
corporate liability insurance prob-
lems by using alternative risk
funding methods continues to pick
up steam with the formation oftwo
new mMor group-owned captive
insurance firms.

In Bermuda, 29 medical device
and diagnostic product manufac-
turers have started their own insur-
ance company, Medical Device
Mutual Assurance & Reinsurance
Co. Ltd. (ME:DMARC) to provide
stockholders with as much as $1
million of product liability cover-
age.

In the Cayman Islands, Agri-
chem Insurance Co. Ltd. has been
chartered to offer 22 small, farm ag-
ricultural chemical manufacturers
and distributors up to $2 million of
product liability insurance.

MEDNM1IARCispayingafeeto Na-
tional Union Fire Insurance Co. of
Pittsburgh for writing the insur-
ance policies and for providing
administrative services. National
Union is not sharing in the risk.
Unlike many other group-owned
offshore captives which reinsure
the bulk of the owners' risks, MED-
MARC is assuming all $500,000 of
each policyholder's primary cover-
age. Each primary policy also has a
$500,000 aggregate limit. Deducti-
bles are negotiated individually.
Policyholders also can opt for an
additional $500,000 of excess liabil-
ity coverage. Four unnamed U.S.
and Bermuda-based insurers are
reinsuring 100% of the excess cov-
erage.

Interest in MEDMARC began
about two years ago when medical
device and diagnostic product
manufacturers faced a nightmar-
ish insurance situation, including
dramatic increases in insurance
premiums for members, said Jack
White, vp-technical affairs for the
Health Industry Manufacturers
Assn. in Washington. "Some ofour
members were having to pay 8% of

sales for product liability insur-

ance.”

Medical equipment manufac-
turers producing such devices as
iron lungs, heart pacemakers and
kidney dialysis machines faced the
worst of all worlds. While pre-
miums were soaring, limits of cov-
erage were being slashed, deducti-
bles were hiked and fewer insurers
were willing to write the business.
At the same time, there seemed to
be little correlation between pre-
rniums and loss experience; com-
panies without a loss were slapped
with major increases in premiums.

Faced with this deteriorating lia-
bility situation, Risk Administra-
tive Services, a New York-based
consulting firm, was retained by
the Health Insurance Manufactur-
ersAssn.torecommendanalterna-
tive program. In March 1978, Risk
Administrative Services con-
cluded that a Bermuda-based
group owned captive offered the
best opportunity to keep pre-
miumsatareasonable, stablelevel.

Regulators offe r
model legislation

LAS VEGAS-The National
Assn. ofInsurance Commissioners
is offering a model bill for states to
adopt to deal with rising
health care costs by ensuring more
widespread availability of insur-

The bill calls for health insurers
to offer comprehensive health in-
surance as a condition oflicensing,
that benefits be comprehensive
and the policyholders share some
of the costs, especially the first
$200 of expenses and 20% of all ad-
ditional expenses to a maximum of

10% of a family's income. -

Twenty-ninemedical equipment
manufacturers banded together
and contributed $30,000 each to ca-
pitalize MEDMARC. MEDMARC
owners, each owning an equal
share of the captive, range in size
from $1 million in annual sales to
$100 million in sales.

Annual premiums paid to MED-
MARC range from about $5,000 to
$100,000, averaging $35,000 to
$40,000. Premiums are based on
sales, loss experiences and claims
potential. Each participant is indi-
vidually rated. Initially,
MEI)MARCSs underwriting stance
will be extremely conservative.
"We want to maintain some kind of
parity with the marketplace, but
hopefully reduce rates if experi-
ence is favorable," Mr. White said.

The number of MEDMARC poli-
cyholders is expected to double in

the first year, said Mr. White, in-
creasing premium flow to at least
52.5 million, up from $1.7 million
now. Some insurers slashed pre-
miums after learning they might
lose some customers to MED-
MARC, said Mr. White. "Some
quotes were unbelievable," he
said. As a result, some potential
MEDNJARC participants decided
to stick with their present plans.

Meanwhile, the agricultural
chemical manufacturers' new cap-
tive, Agrichem, has boosted the
number of stockholders from 13 to
22 since it began rolling six months
ago.

Agrichem offers $2 million of
coverage on product liabilityrisks.
Bercanus, a Bermuda excess and
surplus lines insurer, writes a di-
rect primary policy of $500,000 for
the agricultural chemical manu-
facturers, reinsuring with Agri-
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group captives stems costs

chem for $25,000 per claim and an
aggregate of $100,000 in most
cases. Agrichem also offers excess
coverage of $1.5 nnillion over the
primary policy, boosting the total
amount of insurance available to
$2 million. Five unnamed U.S. and
Bermuda insurers and reinsurers
are involved in the excess insur-
ance arrangements.

Agrichem grew out of discus-
sions two years ago when farm
chemical manufacturers were
socked with skyrocketing in-
creases in product liability pre-
miumstheyfeltwereunjustifiedin
view of excellent loss experience
in the industry. Beauman &
Beauman of Indialantic, Fla.,
evaluated the feasibility of a small
group-owned captive.

A Cayman Islands-based captive
was chosen for its tax advantages

who pays for a crime after

the criminal’'s been caught?

ask reed shaw stenhouse.

The criminal, of course. is expected to pay
his 'debt to society' in the time honored
way. But. thal doesn't put inventory back
in your warehouse or money back in your
pocket if you're the victim. Crime losses
are a growing concern to all businesses.
Strong loss prevention measures are es-
sential to avoid loss from criminal activity

and accessibility. Participants are
primarily in Southeastern states.
Stuart Turner of Seattle adjusts
claims, while International Under-
writers of Dallas determines re-
serves. Agrichem hasn't decided
whether to use an ourside com-
pany for loss control services. The
Bank of Nova Scotia issues poli-
cies and collects premiums.
Agrichem's annual premium
flow is $2.25 million and will rise as
the captive adds an umbrella pro-
gram and other lines of coverage,
says Verne Bader, president ofBa-
der Risk Managementinc. ofLittle
Rock, Ark., consultant for the
captive's manager. Premiums are
based on each policyholder's sales
and operations. Agrichem owners
generally are small, owner-
operated, closely-held firms with
annual sales between 510 million

and $25 million. |

and should be combined with crime insur-
ance as part of your overall risk manage-
ment program. Reed Shaw Stenhouse
can help you develop a complete crime
program from loss prevention to market-
ing the most sophisticated crime cov-

erages available.

REED SHAVW STENHOUSE
INTERNATIONAL INSURANCE BROKERS

With offices in Anchorage, Boca Raton. Boston. Chicago. Denver, Ft. Lauderdale. Honolulu, Houston. Kansas
City. Los Angeles New York. Oakland, Orlando, Palo Alto. P|ttsbur§h. Portland, San Francisco. Seattle. St. Louis,

Washington; D.C and one hundred twenty-six other cities aroun

the world.

Roscoe Patty Arbuckle was among the more well known
of Mack Sennetts famous Keystone Kops Here Kop
Arbuck e who went on to greater fame and notoriety after

leaving Sennett is about to apprehend Al St John

lllustration courtesy of Museum of

Modern Art/Film Stills Archive
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Betten

The St. Paul originated

EDP insurance 18 years ago.
Since then we've kept right

on making it better. Our latest
improvements make it a lot bette[

First off, we simplified
the policy Now, it's written in plain
English so you can understand
it better.

Next, we went to one deductible ; ...
for EDP equipment, data and -, . &, ..
media, and extra expense. But you

. can still.select any or all of the
four basic coverages- data processing
equipment (hardware), data (including
software) and media, extra expense or business interruption
-whichever meets your particular needs.

Then we added coverage for damage due to
mechanical, electrical andair conditioning breakdown.
There's also automatic coverage of new equipment
and new locations. Automatic coverage of duplicate data
and media, at.separate locations. Plus debris. removal
with no dollar limit. On top of all this, we include
The St. Paul's loss prevention. services.

The new St. Paul EDP policy. It combines 18
years' know-how with innovativeness for which The St. Paul
is widely recognized. Result: Better protection for your
EDP system.

Better check it out with your Independent
Insurance Agent representing The. St. Paul. And now,

1 YOUR/#-0,36/nt 1 Serving you through Independent Agents, St. Paul Fire and Marine Insurance Company/St, Paul Mercu
\6=132:N// st. Paul Guardian Insurance Company/The St. Paul Insurance Company of lllinois: Property and Liability A

\ other insurance we've
made better:
COMPACT.

Commercial

huildimgs,~

contents,
inland marine
exposures, glass, and
more, in one, simple policy.
Phin Engligb Package A variety of property/
liability business coverages in one policy, without all
the gobbledygook.
MOP Covers manufacturers' property exposures
in transit, in storage or in-plant all in one policy.
Umbrella.Ercass Liabilio. One million dollars
excess liability coverage. on small businesses for as little
as $200 per year Can also handle larger accounts with
limits up to $20 million.
Commercial Auto. The St. Paul has the expertise,
people, resources and stability to back you strong in
this coverage.
Inbnd Marine -We're one of the largest across the
board writers. We've built expertise since 1853.

We kesp

nmeoaee

better. 051,hul

Properly&Liability

Insurance

rY Insurance Company/The St, Paul Insurance Company /

liliates of The St. Paul Companies Inc., Saint Paul, Minnesota 55102.
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HMO study refutes single national plan

WASHINGTON-Establishing a
single national premium for a net-
work of HMOs is too costly to im-
plement, a feasibility study pre-
pared by the Group Health Foun-
dation indicates.

On a national scale, the HMO in-
dustry can only support adminis-
trative assistance, the study found.

Butacleardefinitionofwhatem-
ployers and HMOs want from each
other emerges in the report.

The Department of Health, Edu.
cation & Welfare, which commis-
sioned the study by the HMO trade
group last year, wanted to see if the

recent increase in th E number of
HMOs created administrative
problems which would curb HMO
participation among large multi-
site employers.

The study also considered
whether provision of certain cen-
tral marketing and administrative
services through a "neswork" of
HMOs would substantially .n-
crease penetration ofthe multi-site
market, which represents over 30
million employes na-icnwide or
40% of the entire U.S work for:e.

After contacting 23 multi-site

Nnoww 1

1R

wWoOor

employers, 18 HMOs, 15 labor
unions and five industry organiza-
tions, researchers found that al-
though mjormulti-site employers
are concerned about dealing with a
large number of HMOs, creating a
uniform national rate would re-
quire HMOs in low cost areas to
substantially subsidize HMOs in
high cost areas. This would se-
riously erode the compe:itive ad-
vantage of the lower cost HMOs
and could have the p6tential for
anti-trust actions by the Justice
Department, the study warned.
The HMO network concept

'9/ Some facts about a large underwriter.

would also be difficult to launch
and administer, the study found,
because HMOs and purchasers
have a broad range of and often
"conflicting" expectations in their
relationship.

Researchers contacted over 50
HMOs and over 100 mgjor employ-
ers and labor unions to assess how
the employer-HMO relationship
could be improved. Then they
tried to determine where and how
a network HMO concept could be
utilized to the advantage of both
employer and HMO.

The study indicates that employ-

Industrial Risk Insurers, with roots

dating back to 1890, is an Association of
45 leading insurance companies. Chances are, most

are well known to you.

IRl underwrites properties of U.S.-
WI domiciled firms in more than 50 countries.

Our insurance in force worldwide is in excess of

$450 billion, covering some 40,000 risks.

3 IRl 'sgrves as a single insurance source,

sSsuing con

y dama

builder's risk, boiler and machinery, difference in
conditions, business interruption and extra expense.
When a risk manager needs insurance for an engi-
neered risk, contact us through your agent or broker.

(1 sing centers, uakersites; ¢6-biildings and

with our engineers and producers to develop a
custom package for each policyholder.

< IRI provides loss prevention service as
Ve part of the complete insurance package. In
fact, 50% of our employees are directly involved in

excellen rack recor:

this work, Ask around... youl| find we have an

usiness.

IRI offers price/value underwriting,
VI enlarged capacity, proven stability and
prompt indemnity, which add up to the best
possible market for property insurance coverage.

Nndustrial

D isk

To learn how we

can work together,
contact one of our

bnanch offices or use

the coupon below.

Nnsurers

industrial Risk Insurers. Communications Department.
85 Woodland Sti-eet. Hartford. CT 06102

Please send me your Capabilities Brochure -

IRI: The Eyes and Eai-s of Industry.

Name

Titip

Company

Street

City

—tpe 7 <1

ers expect HMOs to:

. Lower total health benefits
Costs.

- Keep the number of adminis-
trative procedures and reports to a
minimum.

- Offer a benefit package that is
the same, comparable or superior
to the alternative package.

- Assure the HMO is well
managed, financially sound and
provides services of appropriate
quality.

. Provide a reasonable process
for resolving problems or com-
plaints.

- Standardize formats for con-
tracts and forms.

- Provide information on HMO
utilization.

On the other hand, HMOs expect
employers to:

. Present an objective presenta-
tion of choices during an annual
open enrollment period and rea-
sonable access to employes.

- Contribute the same amount
of money to the HMO as to the al-
ternative program.

* Present the HMO option ade-
quately to new and transferring
employes with on-site access for
the HMO of employes.

* Promptly provide information
on eligibility changes.

- Use standard forms for con-
tracts and forms.

= Accept an HMO's standard
benefit package and integration of
any optional benefits into the total
employe benefit package.

- Eliminate waiting periods and
other restrictions in the alternative
program.

= Give direction from' corporate
headquarters to the local offices to
cooperate with the HMO and to
provide training in how to do so.

» Prepay the employe's cost to
enter the HMO.

Other factors are also responsi-
ble for the relatively small market-
share HMOs hold in the multi-site
employer market, the study found.
First, the HMOs have failed to win
universal respect of multi-site pur-
chasers for their managing and
marketing skills. "Many employ-
ers remain wary of dealing with or-
ganizations which they perceive as
being less well managed than their
own," the study notes.

Another factor inhiiting HMO
popularity with multi-site employ-
ers is a misunderstandingofHMOs
and their operations, the study
found. This misunderstanding is
manifested, the study reports, by a
tendency toward simplistic com-
parisons between HMOs and tradi-
tional indemnity options.

HMOs also have to combat an ex-
isting attitudinal bias, accordingto
the study, because HMOs are often
linked to "socialized medicine.”
The study suggests that this bias
contributes to a philosophical pre-
disposition against HMOs in many
corporate settings. Such predispo-
sitions were strengthened when
early HMO failures received wide-
spread publicity.

The report recommends the for-
mation of a central market liason
staff that would perform some na-
tional HMO marketing functions.
According to the recommenda-
tions, the staffwould assembleand
maintain acentral file of marketing
information on multi-site employ-
ers contracting with HMOs and
also a central file of background
information on HMOs for employ-

The liason group would also con-
tact large multi-site purchasers to
persuade them to offer qualified
group practice HMOs and assist
group practice HMOs in dealing
with multi-site purchasers.

AnNnd finally, the group would
provide technical assistance to
group practice HMOs in marketing
strategy development and rate
making.

The study suggested the group
assess the potential for a national
HMO advertising campaign. a
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Insurer pays
$5.1 million

to swimmer

WASHINGTON—The Home In-
surance Co. has paid more than
$5.1 million on a personal injury
suit for policyholder ITT-Sheraton
Corp. of America, but the big New
York-based insurer could have
saved millions of dollars if it had
agreed to settle the case before it
went to trial.

The case involved a 1971 acci-
dent at the Sheraton Park Hotel in
Washington in which an 18-year-
old youth was paralyzed when his
head struck the bottom of the
hotel’s swimming pool after he
dived from the pool’s high board.

A suit was filed in 1972 against
Sheraton in U.S. distriet court,
charging the big hotel chain was
negligent in installing a powerful
Duraflex high board at a pool that
was too shallow to accommodate
the springy aluminum board.

In 1975, a jury awarded the acci-
dent victim, Thomas Hooks and
family of Venice, I1l., $7.5 million,
but presiding Judge Joseph
Waddy reduced this amount to
$4.68 million.

The $5.1 million The Home In-
surance Co. paid covers not only
the liability judgment, but also the
hundreds of thousands of dollars
in interest that accrued during the
appeal process.

The case could have been settled
for $1 million at a pretrial confer-
ence, but attorneys representing
The Home, which reportedly sup-
plied Sheraton with an $8 million
excess liability policy, ignored the
conference, according to Rex Carr,
an East St. Louis, Ill,, lawyer who
represented the plaintiff.

“The magistrate who conducted
the pretrial conference even called
The Home attorneys and said:
‘Why aren’t you at this conference |
so we can get this case settled?’”
Mr. Carr related. “But The Home
attorneys said they had instruc- |
tions not to engage in any negotia- : CIRCLE OF PROTECTION
tions.”

Mr. Carr isn’t sure why The
Home declined to negotiate before
the case went to trial. ‘‘Perhaps
they believed they couldn’t get hit
for any real money...or maybe it
was Eastern prejudice against pro-
vincial Midwesterners.”

Mr. Carr accepted the Hooks’
case on a contingency fee basis.
His share of the $5.1 million pay-
ment was about one-third or about
$1.68 million.

The attorney defended contin-
gency fees, observing that such ar-
rangements “ensure that the poor
man gets the same justice as the
rich man.... Large corporations like
The Home or Sheraton have al-
most limitless financial resources
and they could literally bankrupt
any individual who could want to
fight them in court unless he or she
had an attorney willing to take the
risk.”

The use of contingency fee ar-
rangements generally is limited to
the U.S., Mr. Carr observed. “That
means there are millions of people

throughout the world who are not
being compensated for their inju- v I A I I o N
ries.”

The Home Insurance Co. de- UNDERWRITERS, INC.

clined to comment on the case. =
Dl\ici:-wﬁr‘!degns - 610 Poydras St., 70130
: (504) 524-4131 - Telex: 058-275 - 058-7440
Captives Sxpatt moves Aflanta - 10 Corporate Square, 30329 (404) 321-1660
gﬁ?ﬁt}{ gaggisj a;mlniendchigéggg Houston - 1770 Saint James Pl., 77027 - (713) 627-9720
- . : Los Angeles - 3200 Wilshire Bivd., 90010 - (213) 385-8436
tolhne Burdigh dwniesy anine Tulsa - 305 Park Tower Bldg., 74135 - (918) 664-0101

ment, a New York subsidiary pro-
viding captive management ser-
vices to RBH clients. Mr. Godfrey
was previously in charge of estab-
lishing arisk management services
operation for Dallas-based Scor
Reinsurance Co. At RBH, he re- |
places Jack Ryan, who left to join
American Risk Management.
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New York town decides

to expand self-insurance

By ELLIS SIMON

HEMPSTEAD, N.Y.-The Town
of Hempstead, faced with escalat-
ing liability premiums and criti-
cism by state agencies for ineffi-
ciently managing its insurance, is
now self-insuring the first $1 mil-
lion of its general liability risk.

Hempstead's experience dra-
matically illustrates the liability in-
surance problems faced by muni-
cipalities. Since 1974, the premium
on its general liability policy, writ-
ten by U.S. Fidelity & Guaranty
Co., has risen to almost $850,000
from less than $240,000. The pre-

mium for 1979 would have been in

TEL: (2123 432-8EOO

excess of $1 million.
Since 1974, liability losses and

Who Cares What Happe s...

. . . after your group insurance contract
is delivered? You do, and so do we:

kF

S N P—

Service is still our way of doing busires -

in fact it is our business.

We may make a sale in St. Louis, but

Ne'll be in Bloomfield, New Jersey, or
anywhere you need us to make sure that a group in-
surance policy works jusl as it was designed. Whether
your business is building roads or cranes, our group
service representatives will make it their business to
help you. Full-time professionals like John McCleve
(left) are available in offices throughout the na-

tion to provide the kind of personal attention

that Provident has been

known for since 1887.

\2%22* 6 ~*

GROUP DEPARTMENT

Provident

CHAITANOOGA, TN 37402

expenses have averaged $200,000
annually, they said.

Therefore, Hempstead, which al-
ready self-insures its workers com-
pensation coverage, chose to put
an amount equivalent to its 1978
premium into a reserve fund. Sav-
ings will be reflected in funding for
the following year's budget and
will be passed along to taxpayers,
said Al Leone, chief deputy town
attorney.

With a population of about
800,000 and covering most of the
South Shore of Nassau County on
Long Island, Hempstead is the
largest township in the United
States. It also has some ofthehigh-
est property taxes in the nation.

The town also pays $216,000 for
an umbrella policy from Columbia
Casualty Co. providing $4 million
of coverage over the $1 million re-
tention. It has retained Claims Ser-
vice Bureau of New York Inc. to
investigate claims.

Claims Service Bureau will in-
vestigate claims and recommend
settlements, Mr. Leone said. These
recommendations will be re-—
viewed by the town attorney's of-
fice and submitted to the town
board for approval and payment,
he explained.

Hempstead is prevented by law
from building up self-insured loss
reserves in excess of its retention,
Mr. Leone said. State law requires
excess reserves to be returned to
the town's general fund.

Thus, if losses exceed reserves,
the town will have to seek other
sources of money and increase
taxes in the following year, he ex-
plained.

Hempstead has altered another
insurance program in 1979 to save
money. Increasing its fire insur-
ance deductible from $1,000 to
$25,000 on its policy with
Fireman's Fund Insurance Co. will
result in a $58,000 premium reduc-
tion for a $170,000 premium.

Assuming liability claims
against the Town of Hempstead
continue to run about $200,000,
savings could run about $700,000
in 1979 under the redesigned insur-
ance plans. In addition future
savings could be realized in July
when the town puts its fire, excess
liability and group health policies
out to bid.

While state law does not require
service contracts to be granted to
the lowest bidder, Hempstead has
chosen to do this in light of charges
of inefficiency and political favor-
itism leveled by the bipartisan
state commission ofinvestigation.

The commission found that
Hempstead, Nassau County and
the Town of Oyster Bay placed
their coverages through Richard
A. Williams, a Hicksville broker, at
the recommendation of Joseph
Hargiotta, chairman of the Nassau
County Republican Party.

The state agency also found that
over a four-year period, Mr. Wil-
liams shared some $300,000 in
commissions on governmental in-
surance placements with persons
selected by local Republican offi-
cials (BI, Oct. 30, 1978). These per-
sons were said to have donelittle or
no work for their fees.

Mr. Williams, who brokered the
excess liability policy, will be eligi-

ble to bid for the new coverages.-

New marine market

The New Zealand Insurance
Co. Ltd. has appointed Talbot,
Bird & Co. Inc. as their marine
managers in New York. Talbot,
Bird operates nationwide and al-
ready acts as managers or marine
managers for a number of compa-
nies, both domestic and foreign.



Philly

By REBECCA A. FANNIN

PHILADELPHIA-The

ness community in this region has
complained loudly enough about
mounting health care costs that
help is on the way.

Programs preaching cost con-
tainment and strategies for con-
trolling benefit bills have been
devised by a newly created Joint
Health Cost Containment Pro-

busi-

gram. The operation is recognized
as forging ahead with a commit-
ment unequaled elsewhere.

Its most recent project, collect-
ing Blue Cross data on lengths of
hospital stay, is a "first in the na-
tion," according to executive di-
rector Gerald A. Gleeson. The
Joint Health Cost Containment
Program wants to determine

whether hospitalization has been
excessive and to work with health

institutions to reduce overuse.

The Philadelphia program is ad-
vancing other techniques to battle
health cost escalation, including
programs to teach cost control to
businessmen who serve astrustees
or directors of health care institu-
tions and as representatives on re-
gional health systems agencies.
Furthermore, the program has
been instrumental in organizing
the Penjerdel Employe Benefits
Assn. madeup of benefitmanagers
and consultants to exert influence
on health care providers (Bl, Dec.
25, 1978).

In its pilot stage, it was sup-
ported by: the Greater Philadel-
phia Chamber of Commerce; the
Penjerdel Corp., a regional busi-
ness forum, and the Health Ser-
vices Council Inc., a research firm
for hospitals in the area.

The organization has since be-
come a separate entity, financially
supported by 41 major corpora-
tions in the Delaware Valley,
among them Campbell Soup Co.,
E.l. DuPont Corp., IBM Corp., Ho-
neywell Inc. and ARA Services
Inc.

The cost containment efforts of
corporations in the Philadelphia
area were recognized by the U.S.
Chamber of Commerce in its five-
part report for businesses-A Na-
tional Strategy for Health Care
Cost Containment.

The program's basic premise is
that since health care services are a
purchase by the business commu-
nity, the maximum value should
be received from a company's in-

ERISA council

gains 3 members

WASHINGTON-Three new
members were appointed to the
Labor Department's Advisory
Council on Employe Welfare and
Pension Benefit Plans.

Charles A. Moran, vp at Manu-
facturers Hanover Trust, will rep-
resent the corporate trust field.
Philadelphia attorney Howard
Kline, a formerstaffmemberofthe
House Pension Task Force, Will
represent the general public while
Marilyn Brown, president of Mari-
lyn V. Brown Inc. in New York,
will represent the investment man-
agement field.

In addition, Thomas Duzak, di-
rector of the insurance, pension
and unemployment benefits de-
partment of the United Steel
Workers of America, was reap-
pointed to a new three year term to
represent employe organizations.
Wesley Jeltema, executive vp of
the Michigan chapter of the Asso-

ciated General Contractors of

America, also was reappointed to a
Nnew term on the council. Mr.
Jeltema represents employers
maintaining or contributing to
multiemployer pension plans.
The 15-member ERISA council

advises the Labor Department. -

vestment in its employes' health,
Mr. Gleeson said. Another focus is
that health costs can be contained
without radically restructuringthe
health delivery system or lessen-
ingthe quality or quantity of bene-
fits, the executive director said.
While the program does not
promise to reduce health benefit
costs, he added, the sponsoring or-
ganizations are convinced that vig-
orous pursuit of cost containment
goals will moderate the rate of in-
crease. If not tried for at least sev-
eral years, there is but one

promise-inevitable rapid acceler-

Outstanding growth. Seventy-seven years of dynamic
progress. Unparalleled respect from its industry, agents
and insured. Grain Dealers Mutual remains a phenom-

ation of health benefit costs with-

out room for new benefits-he pre-
dicted.

Mr. Gleeson noted that the Blue
Cross data collection program will
work to implement effective cost
containment programs, unlike
other studies that have failed to
take action and techniques that
have not always worked. The hos-
pital utilization program, by con-
trast, has the potential of substan-
tial savings sinceeach reduced day
cut from hospitalization saves at
least $150.
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The Blue Cross data should be
available soon, Mr. Gleeson said.
An expected result, he noted, is
that the organization will encour-
age hospitals to conduct more pre-
operative testing on an outpatient
basis to reduce the costs of expen-
sive in-patient hospital care.

The statistics will be gathered on
diagnosis in 64 acutecarehospitals
throughout the area. The data will
then be available quarterly. The
figures will be fairly comprehen-
sive, since 70% in the region is cov-

ered by Blue Cross, Mr. Gleeson
said.

In a clciss by itsellf.

enon in property casualty insurance. In this specialized
area, they have become uniquely expert. And prosper-

battles rising health costs with pilot plan

The Joint Health Cost Contain-
ment Program will sound out its
data and recommendations on a
hospital advisory committee, com-
posed of leading hospital officials,
before approaching individual
hospitals with suggestions on how
to cut costs.

The statistics will be aggregated
so that identity of the patient and
the hospital will be confidential.
No figures will be provided to com-
panies unless at least 10 individu-
als in the company were hospita-
lized for the same illness to ensure

confidentiality. m

provided these agents with innovative tools for fast,
accurate policywriting and quick turnarounds on
claims. And they've worked with these agents to estab-
lish the highest calibre insureds possible. Insureds who
realize that pride of ownership is the first prerequisite to

ous. They have done this by maintaining a consistent,
prudent philosophy in implementing intelligent, imag-
inative coverages. They have
selected an elite group of inde

GRAIn DEALERS mUTUAL

pendent agents to represent <IN Infurance COET¥Dong

maximum protection and lower premiums. Quality in-
sureds, quality agents, quality services. If you are in-
terested in the finest home, car or
business insurance, remember
Grain Dealers Mutual Insurance

Grain Dealers Mutual, They have Indianapolis 46202 - Omaha 68102 - Greensboro. N.C. 27405 is indeed in a class by itself,
S

an Francisco 94104 / Member:

Improved Risk Mutuals
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Simplified placement of insura ce, cost

benefits, and the availability of profes,

sional management services are all factors
behind the continuing growth of captive
insurance companies.

A brief review by INA of an insurance ing rule

topic of interest to business executives.

For a growing number of nally formed to write insurance
American companies, the insur- for the parent company or group
ance subsidiary or "captive" is an only, but as they grew in experi-
idea whose time has arrived. ence (and in capital surplus)

There are now at least 1,000 some began to accept risks from
captives, both individually and unrelated outside companies.
group owned, operating world- This makes the captive more of a
wide. Over a hundred have been full-fledged insurance company,

formed in the last two years with possibly important tax con-

S morere

alone. Moreover, with costs con-
tinuing to escalate for full risk
protection through conventional
policy coverage, captives are ex-
panding both the volume and
scope of their underwriting ac-
tivitieS.

Most captives were origi-

sequences.

At one time, a captive was
considered feasible only for the
very large company or trade asso-
ciation, and the capital outlay
required may still rule out a
wholly-owned captive for many
companies. But many captives

S*

are now being formed by groups

and medium-sized firms.

The ermuda angle

Many captives today - about
700 of them - are based in Ber-
muda, where capitalization re-
quirements are less stringent and

investment arId finaaciﬁ: repori-

daxea Ameri-

can multinational companies
that do not restrict their captives
to doing business with the par-
ent company find Bermuda par-
ticularly advantageous, since in-
come derived from overseas in-
surance operations is not taxable
until the funds are repatriated.

With the advent of the cap-
tives, Bermuda has become a
world insurance center, handling
as much as two billion dollars in
premiums each year. Of this, as
much as $ 500 million is outside
business not related to the cap-
tives' sponsors.

What has led companies to
establish captives? Essentially, a

captive represented an extension
of the self-insurance trend - a



ofCaplnsurers

reaction to situations in which

commercial coverages for certain
risks had become either un-

available or prohibitively costly.

Lower expense ratios

Today, however, With com-
mercial insurance less restricted,
the motives are largely financial.

When insurance is placed di-
rectly with the captive, = com-
pany may be able to realize a
savings -of the commercial

insurer's overall administrative

costs. On the other side of the

ledger is the cost of executive
time, as well as any fees for the
captive's management.

In addition, retention ofpre-
mium reserves by the captive in-
stead of an insuran€e company
can have important cash flow ad-
vantages for the parent company.
Such funds may be legally availa-
bla for company investments
that otherwise might have to be
financed through bank loans.
And the fact that a captive can
reinsure a large part of its risks
can mitigate against the disas-

trous loss - at reinsurance rates

that can be lower than those for

prirnary insurance.

Backing and fronting

Reinsurance, in fact, can
play a key role for a captive, since
many parent company risks are
too large for a captive to handle
without the backing of another
Insurer.

In one arrangement, the par-
ent company pays premiums di-
rectly to the captive for primary
insurance, but a large amount -
say 80% - of the risk is immedi-
ately transferred to a reinsurance
company. Or, in another ar-
rangement called "fronting," the
parent pays all premiums to a
primary insurer, which then
cedes perhaps 50% of the risk to
the captive as the reinsurer. In
some cases the captive handles
part of both the primary and
rei nsurance coverages.

All ofthese arrangements in-
volve some major tax consider-
ations. In general, the IRS today
disallows the tax deduction of
premiums paid to wholly-owned
captives, except to the degree
that the risks are shared by other
insurers, on the ground that
such captives are merely a form
of self-insurance. Challenges to

A painless way to acquire

insurance e*enence

To most company executives, the
prospect of sudden immersion in the
insurance business via an insurance
subsidiary is not an enticing one.- For
those executives, some insurance com-

panies and brokers have a so-
lution: working with the risk
manager, they can provide all

o P R 5 T SRR RRE
ing underwriting, financial

management, loss control
and claims handling.

this IRS ruling are now in the
If, however, the pre-
miums go to a captive organized
by a group and not dominated by

any one company, they are likely
to be deductible.

courts.

A decision about setting up a
captive can be difficult. The first
step should be a comprehensive
survey of the company's risk ex-
posures and insurance coverages,
together with all other relevant
factors such as cash flow and
financing considerations. If the
study suggests that a captive is
advisable, insurance brokers and
some insurance companies -
including INA - can .be in-

strumental in its creation .and

management.

—— e e

The Insurance Company of
North America was founded in
1792 in Independence Hall,

, Philadelphia. Today it iS the
largest component of INA
Corporation's international net-
work of insurance and financial
service companies. In property
and casualty insurance and risk
management services, life and
group insurance, health care
management, and investment
banking, INA and its affiliated
companies offer a unique combi-
nation of products and services
to business and industry around
the world.

INA insurance products and
services are available through se-
lected independent agents and
brokers. For an informative
booklet on current trends in cap-
tive insurance, write INA, 1600

Arch St.,Philadelphia, Pa. 19101.

INA

The Professionals
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Report shows captive growth despite restrictions

To subscribe to Risk Management Reporls fill out this
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The extent of a disability? A
claimant's potential for rehabilitation?
How best to achieve it?

Finding the answers does
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program that offers maximum reha- /
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CHICAGO-The fifth annual re-
port on captive insurance compa-
nies compiled by Risk Manage-
ment Reports lists over 600 sepa-
rate insurance company subsi-
diaries domiciled in the U.S. and
abroad.

"In 1978 both the numbers of
captives and the activities of exist-
ing captives increased remark-
ably,"
200 to 250 more captives exist than
"1978 saw

say the editors, estimating

are listed. In addition.
the beginning of a real 'boom' in
outside business for captives," the
"Spurred by the IRS,
captives and their managers de-

report says.

cided that unrelated business in
the form of direct or reinsurance
placements would stave offattacks
by IRS auditors.”

The captive management com-
munity is developing too, note the
editors. Seventy-three captive

management companies located in
Bermuda, Cayman Islands, Colo-
rado, Gibraltar, Guernsey, Nether-
landsAntilles,NewHebrides,New
York and Sweden are listed.

Extensive financial information
is reported on 20 captives whose
parent companies agreed to reveal
the performance of theirinsurance
subsidiaries. The report on U.S. In-
dustries Inc.'s Diversity Insurance
Co. Ltd. of Bermuda, for example,
shows that it operated in 1977 with
total capital and net surplus of $5.7
million, received $4.9 million on di-
rect written insurance and re-
ceived another $11.3 million in pre-
miums on reinsurance. Parent-
related business accounted for 70%
of Diversity's premium flow and
72% of its $15.1 million in paid
losses.

While the editors of Risk Man-

We recommend practical,
g cost-effective solutions.

Included in our reports to you will be

realistic time and cost estimates for
all recommendations. These recom-

d b d on eff
suming research througha maze /£1118811 0/.1/IB solu %lngt'gﬂavgoste eﬁfgleﬁ?;f/e ?‘ﬂ've

of medical terms and numerous fa-l,- may caH for long-term therapy, or
only a slight modification at a job-

site. Each recommendation is made in light
of the spedfic individual and injury, but all

recommendations are made with an eye

bﬂltﬁmsﬂ@ll@dﬂ#m &Q%BW@'M,Q m- '”’-i|1'70—mard cost W@Ita‘iglg]gmrdinate the

rehab program:
At your direction, the Rehab Services
nurse will work as a specialist to co-

the total rehab effort. Shell

find the right resources, make the ap-

pointmems, provide personal contact with

The renab nurse's initial role the claimant, and keep things moving
along the course you elect.

Take your first step

away from guesswork

- today.

i 4. -rf 33#] * /

Send for the
booklet "Referral
Guidelines."” It will
further introduce our

Rehab Services and help

, you understand when they
0 would be appropriate. Or, if
you have some immediate
questions, call Jim Bischoff,
Director, Insurance Service
Programs, at 616/385-6853. Call

/collect.
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State Zip

agement Reports expanded the
number of captives listed in its an-
nual round-up, it bumped 22 cap-
tives from the listing, saying they
no longer qualified as captives be-
cause they had become commer-
cial insurance companies. Among
them are Armeo Inc.'s Bellefonte
companies, Greyhound's Pine Top
companies and Gulf Oil's Insco.

The editors also extract from the
overall list of captive insurance
companies a listing of captives
owned jointly by companies
within an association or group.
Seventy such multiple-owner
companies are identified.

Risk Management Reports,
edited by consultant Felix Kloman,
president of Risk Planning Group
of Darien, Conn., is published by
Business Insurance. a

Houston Port

picksWortham
over A&A

HOUSTON-Locally
John L, Wortham & Son has re-
placed Alexander & Alexander as
broker forthe Port o fHouston, pla-
gued with insurance woes follow-
ing two catastrophic grain elevator

based

explosions last December in
Galveston and New Orleans.

The port was forced to get new
grain stock underwriters last Feb-
ruary. Subsequently, Fireman's
Fund, the port's workers compen-
sation insurer, dropped the port in
August, citing increased risks re-
lating to the port's grain elevator.
At the time a $3.5 million dust col-
lection system was being installed
at the elevator.

The port has since been insured
through the Texas assigned risk
pool.

Houston General Insurance Co.
will take over the port's workers
compensation coverage Jan. 1. In
addition, the Fort Worth-based in-
surer will write primary general
and auto liability and all-risk prop-
erty coverage for the port, replac-
ing Nation Surety Corp. and Amer-
ican Home Assurance Co. respec-
tively on these lines.

Another change replaces
Midland Insurance Co. with INA
on the port's marine hull and pro-
tection and indemnity (P&l)cover
age. A $5 million excess P&l policy
remains with Arkwright-Boston.

Other coverages being renewed
are boiler and machinery, written
by Hartford Steam Boiler Inspec-
tion & Insurance Co., travel acci-
dent, written by The Home Insur-
ance Co. and public officials liabil-
ity, written by Forum Insurance
co.

The three-year contract with
Wortham provides for a combined
annual premium not to exceed
$1,009,573.

Alexander & Alexander remains
broker on thegrain stock and grain
elevator physical damage cover.
The grain stock comes up for re-
newal in February, but no decision
has been made on future cover-

- ——— E=— %

Winter storm damage

The estimate of insured losses
from windstorms, ice and freezing
temperatures which initially
struck Texas Jan. 1 through 4 and
later moved into Missouri and llli-
nois has been raised to $10 million
from $5 million by the American
Insurance Assn. «The revised esti-
mate also includes damage caused
by snow that fell as the storm
moved into Missouri and lllinois.
The storm was assigned catastro-

phe number 76 by the Insurance
Services Office.



What T he

Free-Trade Zone
Means To Your

Operations Abroad.

Harold Christensen,AFIA President

AFIA

New York's insurance "free-

trade zone" is being ushered in
with a good deal of fanfare and
rising expectations. It offers risk
managers and brokers the oppor-
tunity to employ their skills and
talent in obtaining the most
desirable coverage on our own

shores with fewer legalistic
restraints.

Subject to the terms of the law,
licensed insurance companies
now will be able to write primary
policies on large corporate risks
without the need for prior New

York State approvals and a host
of esoteric risks will now be able

to be covered here.

For those companies with
large-scale operations abroad
however, the new free-trade zone
will have little impact on their
overseas risks. They have long
been accustomed to dealing with
the major international insurance
organizations in New York and

other parts of the country where
an international free-trade zone

environment has existed for as
long as AFIA has been in opera-
tion - over sixty years.

But for those risk managers
and brokers who have not been as
involved in overseas risks as some

of the multinational companies
have, the new free-trade zone

WORLDWIDE INSURANCE Wor/d Headquarters: 1700 Valley Road - Wayne, N.J. 07470

may, on the surface, seem to
simplify their efforts. In point of
fact, the opposite may be true.
Licensed companies may well
write overseas exposures without
having the necessary overseas
facilities and insureds may
be lulled into endorsing their
domestic policies for risks abroad,
not realizing the potential harm.
It is necessary here or abroad
to know the market and the ser-
vices provided. And because of
different regulations, laws, and
customs, it is even more impor-
tant overseas than domestically
to have an underwriter who is .

trained and knowledgeable about
the countries abroad with claims

service and staff spread throughout
the world.
This is why AFIA maintains
the largest number of offices,
claims services, and staff abroad
of any U. S. foreign underwriter
and perhaps one of the reasons
why 90 of the top 100 companies
operating abroad insure with AFIA.
We welcome the new free-trade

zone in New York. It is a step
toward lessening the restraints of
government on our industry. And
it is a step we heartily applaud.

U. S. branch omces: New York - Chicago ¢ Cleveland - Dallas - Houston « Los Angeles * Miami « San Francisco - Seattle * Wash., D.C.



« Castle S Cooke uses a state,by,state strategy
to self insure worKers' comp successfully."

"It's obvious why we concentrate a
substantial amount of our self insurance
in the area of workers' comp. In agricul-
ture, fishery operations and. food pro.
cessing - three of our major fields - the
possibility of injury is often present. And
in the many states where we operate,
regulations are steadily increasing the
level of disability payments.

«Since 1968, when Castle & Cooke

started self insuring, we've achieved bet-
ter financial control over the entire situ-

ation. And ESIS shares the credit for

that. Their people are on the scene in
every state. And with a working knowl-
edge of each state's laws and methods,
they've been particularly helpful in
claims investigation and handling.
"ESIS' loss reports, on a state-by-

state basis, help us pinpoint potential
problem spots... and serve as an accu-
rate tool in assessing loss predictability.
This gives us a good handle on determin-
ing reserve levels from year to year.
They've also contributed to safety con-
suiting in many of our plants across the
country."

More and more risk managers like Rita
Garcia are turning to ESIS. Why? ESIS is the
leading administrator of self insurance pro-
grams in the U. S. ESIS can Movide all of the
administrative, claims handling, loss control
and statistical reportingfunctions normally per-
formed by an insurance carrier. 76 jind out how
ESIS can help your self insurance program,

write to us or contact your insurance agent or
broker.

ESIS Profiles:

Risk management's
new breed.

Rita Garcia

Risk Manager

Castle & Cooke, Inc.

An INA Corporation Company
4050 Wilshire Blvd., Los Angeles, CA 90010
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How many games do you know?

Or, met any of these ch

By Peter Downes

OMEYEARS AGQ ) Iead Dr. Beme's

read it, it became quite amusing to watch
people playing such games. At suburban
cocktail parties, for example, | have
watched mothers playing "PTA," with a
small group off to one side playing "Adul-
tery," the substance ofthelatter game being
who was committing it with whom. Dads
tended to be rather more prosaic and stuck
with "Golf' or "l can play at better places
than you" or"Detroit"or"l got a better deal
than you on my new car."

| have long maintained that nobody sees
people as they really are. All of us erect fa-
cades which we build to help maintain the
expectations o f those who surround us. Be-
hind those barriers our real selves lurk, and
among them are thosewhichplayrebellious
little games.

Being only too conscious ofall this, | often
amuse myself by keeping an eye on those
games being played in business. Moreover, |
know full well that | too play games which
are not necessarily rebellious, and being
aware of this, it leads me to invent a few of
my own. It is much more fun playing games
consciously rather than unconsciously, es-
pecially when they are deliberately matched
against those being played against myself.
The only problem is that one day somebody
in their frustration may break something-
like my neck!

Nevertheless, taking a leaf from Dr.
Berne's book, | have compiled a list ofsome
ofthe more specialized games which are fre-
quently played around me.

BOSSES' PUT YOU DOVWN GAME:
There are a number of ploys in this game
and anybody can play it. Indeed, most of us
probably do at one time oranother, even ifit
is only with a secretary or the mail boy.
Characteristically, an earnest risk manager
will compile a report which he feels requires
immediate attention and will then go and
see his boss about it. The boss does not re-
ally understand what it is all about and
promises to get to it when he has time,
maybe next year. A real adept at the game
cannot only suggest that mountains are be-
ing made out of mole hills but with a subtle
lift ofan eyebrow will hint that your report is
poorly written and barely understandable.

Counterploys to this type of one-
upmanship are quite easy to manage. First

Peter Downes, who in this speaking out cot-
umn admits he enjovs beating the games
people play, is manager of insurance at
American Trading & Production Corp. in
Baltimore and a regularcontributorto these
Perspective pages.
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of all, one makes it clear, without actually
saying so, that anybody with an atom of
common sense willignore your report at his
peril. My favorite counterploy, however, is
the mildly voiced rhetorical question justas
| am leaving, such as "How loud do you
think you will laugh when they lock you in
the slammer?" When it is done right the re-
sponse is truly satisfying.

ACCOUNTANT'S ONE-UPMANSHIP
GAME: | have never worked for an em-
ployer yet where the bean counters did not
play this game or a variation of it. In its sim-
plest form, after an invoice has been paid,
for example, with all the proper authoriza-
tions attached and the premium has been
distributed among various divisions, an ac-
countant will crawl out of the woodwork
and will question every aspect of the trans-
action, implying all the while that it is
wholly incorrect. Patience is a virtue while
this game is being played.

SYSTEMS MANAGER'S MONOPOLY:
These managers are acquisitive and are con-
stantly seeking bigger and better pieces of
hardware. Some of them play this game so
busily that they seem to have little time for
programming and always demand more
than their fairshare ofthe community chest.

BUDGET DEPARTMENTS' REGRES-
SIVE GAME: Budget department staffs are
merely disguised bean counters who want
everything to be the same as it was last year
and get really annoyed when things cannot
be that way. A characteristic ploy in this
type of game is the demand to know why
costs have risen. One explains carefully that
values have increased, also sales and pay-
rolls in addition to which we have added a

new division. "Yeah, | hear all that baloney

1979: A buyer's year

By Robert A. Wilson

A FTER SEVERAL YEARS of rapidly
/1 escalating insurance costs, conditions
have changed drastically and dramatically
in the insurance business. Suddenly, the in-
surance companies have decided that their
1977 and 1978 profits are too high.

As a result, the pricing for your 1979 re-
newals will generally be lower than for the
1976/1978 period. Although the premiums in
many cases will be reduced, it is unlikely
that they will be anywhere near as low as
they were in 1974 and 1975.

Where can you look for premium reduc-

Robert A. Wilson, CPCU, ARM, president of
Corporate Risk Management Inc. in Hins-
date, lll., has over 20 vears Of insurance ex-
perience. His firm specializes in helping
business to reduce insurance premiums and
analyze insurance requirements.

tions in 19797 Here are just a few possibili-
ties that should be explored.

WORKERS COMPENSATION:

Just about all lllinois companies, for ex-
ample, use the current advisory rates and
the bureau's method of computing the expe-
rience modification. However, after a two-
year hiatus, some insurance companies are
again allowing schedule credits if your loss
experience has been favorable. If your loss
experience was poor in the 1974/1976 period
you may have had a schedule debit in-
cluded, but if it has improved in the
1977/1978 period you may be able to negoti-
ate the removal of the schedule debit.

We know of many firms that are now in the
lllinois Assigned Risk Pool through no fault
of theirs. Since the pool companies could
also add a schedule debit without your
knowledge, you should verify the formula
used. If there is a schedule debit included, it

Villil
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Budget Battles: Games people play
but why are the premiums going up?"

THE UNDERWRITERS' You-
SHOULD-KNOW-BETTER' GAME: The
essential feature of this game is the sudden

application of a rule known only to unde-

Sp€akine Out

rwriters. A characteristic form of the game
may arise when one attempts to add high
valued properties to an existing policy. The
date of the change is still indefinite, but so
that there are no problems at the last minute
one seeks confirmation in advance. One
painstakingly asks the underwriter to be
sure of the facts since one’'s Board ofDirec-
tors is in no mood fortrifling. After weeks of
dithering the confirmation finally arrives,
the due date arrives and the premises are
added, and finally an invoice turns up on
one's desk. After examination one calls the
underwriter because the premium is 50%
higher than it should be. "No, it's not,”
comes the response "the rate has gone up."”
"Whatkind of rip-offis this?" "It's no rip-off.
We always do things this way and- you
should know that.”

INSURANCE AGENT'S CON GAME: |
have never been caught by this myself but it
is among the nastier games played and |
hope it is not too widespread. A typical vari-
ation of the game is to assure an unsuspect-
ing client that his objectives can be accon-
plished when in fact, they cannot. On trans-
ferring the business, the explanation given
for the failure is that the former agents
spoiled things for everybody.

INSURANCE COMMISSIONER'S DI-
VERSION GAME: In a shooting war a com-

or negotiat

can often be eliminated if you can correct

the physical conditions or management ac-
tivities that caused it to be included. This

may, in some cases, result in the elimination
of a 25 point increase in your current pre-
mium, and even possibly in last year's pre-
miurmm.

You may also be able to reduce your
workers compensation premiums ifyou can
verify that an improper classification is be-
ing used. Although this approach is often
ignored, it can result in current as well as
future premium reductions. You must of
course be prepared to demonstrate the rea-
son for the change.

PRODUCT LIABILITY:

Everyone knows that product liability
rates soared in the 1975/1977 period and then
generally stabilized in 1978. We now see
many insurance companies taking a closer
look at the rates used in 1975/1977.

aracters lately?

Eb-

mon tactic is to create a diversion in one
sector of the battle field while accomplish-
ing an objective elsewhere. Things are much
the same in the regulatory world. Conse-
quently, when | hear that an insurance com-
missioner has attacked automobile insur-
ers, for example, | find myself looking
around to see what monkey business he is
up to elsewhere. Usually, one does not have
to look very far.

LOSS PREVENTION ENGINEERS' DIS-
ECONOMY GAME: Loss prevention engi-
neers will always tell you that their recom-
mendation describes an ideal state in which
they do not take costs into consideration. In
other words, if it takes a half million dollars
to effect $5 worth ofimprovements then that
is Nno concern of theirs.

An interesting variation which | have run
into from time to time concerns the protec-
tion of a machine which would effectively
prevent it from being used at all. For exam-
ple, in a recent case a conveyor system mov-
ing slowly overhead was being used to air
dry objects which had been spray painted.
The engineer wanted the spray painting
area to be totally enclosed. Consequently, if
the conveyor were to be used the protection
would be ineffective and when the spray
painting operation was not in use, the pro-
tection would be unnecessary. Having
pointed out this illogicality to the engineer,
it was stressed by him that the recommen-
dation was mandatory.

If there is one common factor in these re-
bellious little games perhaps it may be that
they are the product of authoritarian little
minds. Unfortunately, one cannot ignore
them, but one can learn to place them in
perspective and have a whale of a time beat-

I a3 Th ase r» 2 _ =

ng credits

If your rates increased substantially, per-
haps you should take a fresh look at your
products and determine if a fair and reason-
able presentation ofyour products had been
made to your insurance company. In some
cases, you may be able to provide a more
realistic analysis of how your products are
made, the quality control measures you im-
plemented and just what your products will
or will not do.

If your story is properly prepared and

presented, you may end up with a reduced
rate for 1979.

UMBRELLA LIABILITY:

Many firms have included an umbrella lia-
bility policy as an integral part oftheir insur-
ance program for years. Until the 1975/1977
period, umbrella policies were relatively in-
expensive. However, asthenumberand size
of losses increased, premiums increased ac-

Continued on page 30
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Hardware alone won't prevent thefts
basic security principles paramount

By Belden Menkus eas S€cu rlty Matters

- Meanwhile, on Dec 18, three or five 01

R / ORE AND MORE electronic secunty seven gunmen stole somewhere between $1 E-- - ' - - Ei_ .

1¥1 hardware iS being installed by bu- million and $3 milhon (once again |] heftS are mOSt I|ke|y tO ocCccCcur When

sinesses and governments The devices pubhshed reports differedonboth details of

used are becoming more and more sophisti- the incident) from an armored truck whose management haS nOt aCted COn—

cated as significantimprovements in themi- crew had made its regular stop forlunch at a . .

croelectronic technology employed make it sandwich shop in a sparsely populated see- stru Ctlvely to preve Nt their occur-

mcreasingly cost-effective But the trouble tion of New York City's Staten Island Twc . .

is, while these devices can be used to reduce of the three people assigned to the truck' rence. LOSSGS Wl” Contlnue tO grOW

risk exposures, their use will not make those were waiting in line for sandwich service . . .

oxposures go away when they and 11 others in the shop were f so long as no corrective action is
Electronic gadgetry use, in particular, will handcuffed and herded into a storeroom by

not compensate for failure to enforce appro- armed gunmen Equipped with keys to the 1 5 ta ken -

ruiraitnegsuerUdrylaetseseral mcidents ncknntrroetthhttcasdnotvheersptooe = -Belden Menkus

- On Dec 11, six men (possibly five, or the remaining guard
maybe seven, the published reports on the
incident differ as to the exact number of This sort of theft, apparently, also is no Angeles area flew open and dropped an ad- arrival and departure from a lunch stop
persons involved) broke into an interna- longer as unusual as it was once assumed tc mitted $3.000 in quarters onto the highway parking lot of a security vehicle, the poten-
tional airhne cargo terminal at Kennedy Air- be Several days later it was revealed that or__ Most armored trucks reflect vehicle pro- tial thief is given an important base from
port, handcuffed nine employes and pls- Dec 19, $230,000 had been taken from an tection design assumptions that probably which to plan and execute an assault on the
tolwhipped another and removed between armored truck belonging to another secu- were obsolete 30 years ago Typically these vehicle in question

$5 million and $7 million in currency and rity firm while it was making a regular stoE vehicles lack the supplemental structural 3. Definition of value. Confusion about
jewels at a New Jersey shopping mall some 25 protectioncustomarily installed inarmored the nature or face amount ofavaluesug-

This sort of currency shipment is claimed miles directly northwest of the Staten Is- executive limousines transmitting alarms gests that constructive control over the
to be routine, negotiable bills were being land site. that could be used by thtruck crew tosum- value itself has been lost It is virtuallv in'l-
returned from West Germany where they None of these Incidents seems to reflecl. mon law enforcement forces when an emer- possible to recover any value that cannot be
had been exchanged for Deutsch marks by even minimal use of modern hardware gency occurs, communications gear at least adequately described, or to prosecute sue-
U S tourists and business people The bills, First, airport cargo handling facilities are as sophisticated as that routinely installed cessfully anyone accused of taking it Un-

as one would expect, were largely worn and like most breakbulk terminals constructed on newer commuter buses that would per- derstatement, for Instance, of asset values
apparently the quantity involved was so m the least expensive fashion feasible, in- mit continual contact between thetruck and for insurance or customs or taxation pur-
large that no record of their serial numbers tended to provide only minimal protectior ItS base terminal, an in-transit crew lavatory poses is self-deceptive at best The practice
was kept by the shipping bank These facts to their contents (mainly to keep out rair ofthe type long used on interstate buses and effectively undercuts any effort to improve
would make any future attempt to trace or and snow) and designed to maximize avail- aircraft and a means for feeding crew mem- cargo-handling security

recover the bills almost impossible able internal cubic space for the physica_ bers that does not require that they park and 4. Internal reliability. Most organizations
Thefts from international airports no mass of goods being handled. leave the truck continue to assume that all employes are
longer are unusual, losses occur worldwide The typical terminal building is not de- Even if better use had been made ofsecu- motivated to serve the corporation's best in-

with painful regularity For instance, one in- signed to protect its contents against more rity hardware m both of these environ- terests That's no longer true, if it ever was
ternational airhne is rumored to be unable than casual attack Creation of a secure area ments, it would not have ehminated the im- The reliability of employes working m sen-
to account for an entire Boeing 747Jet plane within sucha bullding typically isdone witt pact of the apparent failure to observe four sitive positions no longer can be assumed, if
Again, Just 16 days after the Kennedy inci- minimal investment Use oflow grade vault> basic security principles it ever could Background investigations, of
dent, on Dec 27, another gang stole an esti- ing or locks, for instance, is Justified on the + 1. Recognition of vulnerability. Typi- the type required forsecuring access to clas-
mated $2 million from a cargo facillty at Si- basis that the overall risk is relatively low- cally air cargo terminals are located away sified milltary information, should be re-
mon Bollvar Airport, just outside of Cara- the goods will be on the premises for only : from the main public areas of the airport quired routinely for persons in sensitive po-

brief time These buildings tend, among other things, sitions This practice should be pursued de-
Belden Menkus, who has more than 25 years to be poorly hghted, too accessibleto poten- spite obstacles
ofexpenence helping management improve Second, the typical armored truck is de- tial intruders and used as an inexpensive It must be assumed, as appears to be true
administrative and informatton handling signed to be a rolling fortress It should ade- erew lounge and for other purposes detract- in the incidents discussed here, that some-

techniques,wiLL perzodlcally contribute arti- quately protect its contents against a bomb ing from site/cargo security Enclosing a one working inside the organization can in-
cles on safetv and security to these perspec blast or direct heavy weapons attack Yet portion of the building interior with hght- form thieves of the value of goods and the
twe pages A d,Stinguished and honored one wonders at the overall structural ade- weight wire mesh screening does not make best time and place for taking them The

professional, Mr Menkus is a full time con- quacy of many of these vehicles the site secure As already suggested, the Kennedy Airport thieves were reported to
sultant to management and 13 headquar- For instance, on Dec 27 the rear doors of design assumptions used with armored have addressed several terminal employes
tered zn Middleville, NJ an armored truck in transit in the Los trucks make them extremely vulnerable by their first names The odds againsta thief

whenever they are motionless Putting bet- or hilacker randomly electing to attack a
ter uniforms on the crew--or making some very high value are so great as to not be

S m I I f' rm r' f r. comparable gesture--does not eliminate the worth calculating
a I S I pe O basic vulnerability Thefts and other losses are most likely to

2. Operational inconsistency. Work rou- occur when management has not acted con-
tines in a security-oriented environment structively to prevent their occurrence. In-
CO m p ute r fra U d RX should not be so predictable as to become surance losses of this type will continue to
vulnerabillties in themselves For instance, grow so long as insurers and risk managers
By George Nordhaus when it is possible to set one's watch by the do not require correctlve action

HANKS TO THE NEW powerful but inexpensive minicomputers,
smaller businesses now face a challenge once reserved for giant v
corporations-computer fraud A b u ye r S ye a r - mom
In fact, the odds are stacked against the mini-
computer user. Continued from page 29 must beable to effectively communicatethe

cordingly It was not unusual to see an an- facts and conditions to your insurance com-
= One person normally operates the system. If

he or she IS dishonest. the chances for theft are nual premium increase from $500 to $4,500 pany if you expect a premium reduction
or from $6,000 to $40,000

Except in unusual cases, premium in- EXCESS AND SURPLUS LINES:
creases are now a thin* of the past In fact, if A number of surplus lines markets are
your pohcy is properly negotiated you may anticipating a substantial reduction in their

greater than in a larger firm where It takes collu-
sion of several employes
= Most minis keep data in electronic storage

and display It on cathode ray tubes They don't experience the pleasure of a premium re- overall premium income This will be

generate paper documents that the owner of the duction Again, if your insurance represen- caused by the primary markets' more liberal
company can review in an informal audit. tative is not very adept at negotiating your pricing and underwriting practices for 1979

. The cost of hiring a specialist to check the A renewal, your reduction in premium may be If any part of your insurance program IS
system's integrity and safeguard against employe nonexistent Therefore you should be sure with a surplus lines msurance company,

thef r : . that your broker fully understands his as- you should determine if a primary msur-
ﬁémp§a§ | I Ii I%H %% Tﬁé |I”ﬂ?c€rﬁﬁat8?%ost |n’ signment ance company will now accept your busi-

ness Not only will your premiums be re-

the first place PROPERTY INSURANCE: duced, but you may also beable to negotiate
But, there are much less expensive solutions- Two quick steps we suggest If your property, including machinery broader terms and conditions

are 1) have an annual audit by a CPA firm, and 2) make sure that all your and equipment, is well maintained and you Overall, we beheve that you should be

employes are covered by a blanket bond in a substantial amount normally comply with your insurance able to arrange premium reductions in 1979

company's recommendations for loss con- without sacrificing the quality of your pro-

. . . trol, you should be able to negotiate addi- gram You may also get broader policy con-
George Nordhaus ts president of Insurance Marketing Services Inc , tn Santa tional premium credits ranging from 5% to ditions or eliminate unfavorable restrictions

Monzca,Callf Hewrztes a monthly znsurance and resk management newslet- 25% The credit will depend in part on the that were imposed upon you in 1975/1977
tel- used by agents and brokers around the country. physical conditions of your plant as well as It certainly looks hke 1979 will be a
the negotiating skills of-your broker He buyer's year for the astute risk manager m



XEROX HAS SOM ETHING
WORTH COPYING.

To help Blue Cross and Blue Shield f]*
Plans stem the rising cost of health care
in America today, more and more
companies are providing health and
physical fitness programs to keep their ,«»»
employees healthy and productive. *.
One excellent example of such a pro-
gram is the health and recreation program
open to all Xerox employees, both manage-
ment and labor, in Monroe County, N.Y.
Here's how it works. An exercise
stress test is recommended prior to

starting the program. A lifestyle survey
is taken so that the Xerox Recreation

and Medical Services staff can track

the progress of employees and relate

that to their diet, exercise routine,
smoking and drinking habits, etc. After
receiving an individual exercise prescrip-
tion, each participant then spends

one-half hour a day, three times a week,

in jogging, bike riding, or other aerobic
exercise programs.

Xerox and other bold and imagina-
tive companies realize one important -
thing: that fithess programs have
tThe potential of returnming enmnorrmous +——_
dividends in greater health and happiness for employees: And greater productivity from them.

It also stands to reason that if your company can institute a program to keep your employees
healthy and well, your company's health care costs can possibly be lowered.

As you know, Blue Cross and Blue Shield Plans are fighting a nationwide battle to keep costs
from running away.

Programs such as second surgical opinion, medical necessity programs, home care, health .
maintenance organizations, same day surgery, pre-admission testing and the like are in use in many
Plans with positive money-saving results. As successes are achieved, the results are shared so that
knowledge gained by solving local problems can be applied on a wider basis.

We're encouraged. The average length of hospital stays for Blue Cross Plan subscribers under
age 65 dropped by almost a day between 1968 and 1977. That may not sound like much. But if the
length of stay were the same today as it was in 1968, we would be paying an additional $1,249,869,813
a year. In addition, the rate of hospital admissions for these subscribers dropped by 4.9%, representing
$554,938,847.

But controlling health care costs without sacrificing quality is a complex problem. One we all

need to work on together.

While the Xerox program is an extensive one, there are health programs to fit any size company.

Blue Cross and Blue Shield Plans would like to help you. If you would like more information
about employee fithness programs, write for the free bboklet "Building a Healthier Company;’

Box 8008, Chicago, IL 60680.

1 Blue Cross®
* Blue Shield®

ALLOF US HELPING EACH OF US.

® Registered Service Marks of the Blue Cross Association
®'Registered Serv,ce Marks ol the Blue Sh,eld Associa tion



32 / business insurance, February 5, 1979

PE SPECTIVE

Issue

7/24

5/15

10/30

10/30

1/ 9

8/ 7

1/ 9

4/17

2/ 6

5/ 1

11/27

2/20 52

11/13

10/30

1/23

5/29

10/30

8/21

1/ 9
2/ 6

2/20
31 6
3/20
=

4/17
5/ 1

6/12
7/10

8/21
9o/ 4

9/18
10/16
11/27

8/ 7

7/24

Index to Perspective feature articles, 1978

Pg. Perspectives Issue

30 AHRENS, E P Jr, manager of claims, Flor- 7/10
ida Power & Light Co, Miami-Some further
thoughts on hold-harmless pacts

23 ALMQUIST, Ron, regional underwriting su-
perintendent, St Paul Fire & Marine Insur- 12/11
ance Co, St Paul, Minn -Your detailed
guide to the little understood, but not-so-
harmiless world of hold-harmless
ASTOR, Saul D, president, Management 8/ 7
Safeguards Inc, New York-

46 Loss prevention More than "security"” but
less than total risk management

46 Risk manager as team player A shortstor 12/11

66 BARILE, Andrew J, CPCU, president, An- 10/ 2
drew Edwards & Co, New York-Captives
can aid reinsurance capacity

83 BAUSOM, Gary J., director of risk manage- 12/11
ment, Esmark Inc, Chicago-Risk manager
should cover these steps to insure loss-free

broker relationship 9/18
66 BERESKY, Thomas P, senior vp, Self-
Insurers Services Inc, Chicago-Self-

a/ 3

insuring work comp' Beware varying rules
27 BERG, Kenneth E, senior vp, The FPE
Group, Los Angeles, Calif -Your insurance
plan must be intertwined with fire protection 8/21
23 BETTERLEY, Delbert A , senior consultant,
D A Betterley Risk Consultants, Worcester,
Mass.-Acquisitions What can they do TO
you' 10/ 2
33 BILLETT, James F, vp, General Reinsur-
ance Corp, Greenwich, Conn -Your boss
must know the nsks of captives
34 BRENNAN, Lawrence T, FSA, Kwasha Lip- 6/12
ton, Englewood Cliffs, N J.-Trend-setting
union retirement plans
7/24
CLEMENTS, Robert, executive vp, Marsh &
MelLennan Inc,New York-Avoid more reg-
ulation on product liability
43 COOK, James A, Jr, senior vp, Union 1/23
Planters National Bank, Memphis, Tenn - 3/ 6

Bankers bond Getting what you expect? S/1
45 COUSTEAU, Jacques,-Risk management-
Apply it to world politics, Cousteau pleads 6/26

34 CRIDDLE, AH, managing partner, Warren,
McVeigh & Grian of Delaware Valley, West- 9/ 4
chester, Pa -How universal is Lloyd's9 11/13

61 CRISAFULLI, Nino D, vp, Harbor Insurance 12/11
Co, Buffalo Reinsurance Co, Los Angeles,

Calif -Are you self-insured? Consider obli- 9/ 4

gations to excess insurer

65 DESTEIN, J oseph A, president, Anistics
Inc, Palo Alto, Calif -Reinsurance isn't as 6/26
easy as you think
48 DIAMOND, Sidney, attorney, N ew York-
Court holds franchise firm liable in ruling ex-
tending liability net 5/29
26 DIPRETE, Henry A and J David SEAY,
group operations, John Hancock, Boston-
How insurer tackles skyrocketing inflation m
hospital expenses 5/29
DOWNES, Peter, manager of insurance,
American Trading & Production Corp,
Baltimore-Speaking Out- 1/23
68 Insurers, regulators ignore basic principles
24 Insurance, risk managers aren't interchange-
able
49 Lloyd's characters shaped institution 12/25
34 Government harassment too much to bear
40 I1SO ducks the punitive damage issue
77 P Gallius, P Marcellus and friends Where
risk management really began 8/21
27 Here's a 'radical’ solution to court woes
34 Brokers' bombast, underwriters' unilateral A
Jaundiced glossary to emgmatic claptrap

30 Our columnist brands surveys a waste 2/20
38 Our columnist sets the record straight on
Lloyd's controversy and N Y exchange 413

24 Firms discover safe paths m commg storms
44 Risk managers can stem the bureaucrats as 8/ 7
political scientists
64 Buchwald's insurance humor isn't funny
40 You can monkey with statistics 2/20
33 Is self-insurance Justified 9-Yes even if
claims are infrequent
3/20
33 EVVANS, Bruce D, executive director, Risk
Management Institute, Irving, Tex -Here's
how to distinguish nsk, insurance managers

83 FISHER, Barbara J, insurance administra- 7/24
tor, SGL Industries Inc, Haddonfield,NJ-
How to ftnd a broker and what to expect

29 FOLSOM, John P, CPCU, J D and Alvin F
JOHNSON, partners, Dinner Levison, San
Francisco-Your guide to claims made

Pg. Perspectives Issue

37 GLYNN, Frank T, Pacific Coast property 7/10
manager, VVoigt, Walker & Co, San 11/27
Francisco-Your carefully shaped DIC policy
tackles unforeseen loss, tough risk 5/ 1

58 GOMEZ, Michael, CLU, vp, and Joseph VV
GUILIANA Jr, vp, Alexander & Alexander,

New York-Revamp fundmg to stabilize, re-
duce disability plan costs

84 GREENE, Allon, consultant, Warren, Mc- 12/11
Veigh & Griffin, Newport Beach, Calif-
Advisory panel, risk managers tackle how
much you should tell your broker

58 GUILIANA, Joseph V, Jr -see GOMEZ

10/ 2

29 HARRIS, Edward, vp, Underwnters Adjust-
ing Co, New York-Insurers must adJust le-
gal meters to escape mountinghtigation costs 2/ 6
57 HEIL, James F , president, Self-Insurers Ser-
vice Inc, Chicago-Should you be paying 4/17
that benefrt claim'>
64 HEPBURN, J Peter, CLU, senior regional
manager, Unionmutual, New York-Apply
risk management to benefits’
77 HOFFIVIAN, Norman, CPCU, director of m- 1/23
surance, Kane-Miller Corp, Tarrytown, Md -
How to rate your broker in today's world
23 HOLLAND, RJ, CSP senior consultant, 9/18
Risk Planning Group, Darien,Conn -Safety
How one company discovered key to pro-

grann 6/26
30, HOWELL, Carle F, human resources divi-
sion, Alexander & Alexander, Dallas-
Accident program fills firms' benefit gap
6/12
29 JENKINS, Robert L, Imperial Industries,
Los Angeles-Third-party administrators can
be rated
29 JOHNSON, Alvin F -see FOLSOM 2/ 6
KEENE, Kenneth, senior vp and director,
Johnson & Higgins, New York-
33 Social Security medicine misses the mark 12/25
33 Social Security. Look, plan but don't leap
33 Despite the cries of doom, pension plans
aren't massive drain on U S corporations 12/11
33 Issexreally vitalo Courtretries itand makes a
bed of woes
11/27

43 A guide to new wave of benefit plan rules
43 Revising benefits for older workers
60 Employer campaign to control costs can fore-
stall government Intervention 8/21
43 KEYS, RV, CPCU, manager of marketing 11/13
and research, Liberty Mutual Insurance,
Boston-Insurers unprepared as OSHA
opens gates to occupational disease 6/12
34 KIERNAN, Frank J , vp, loss control depart-
ment, Schiff Terhune International Inc, New 6/12
York-You can opt to buy many safety ser- 10/30
vices from outside supplier
61 KLEBER, Louis, semor consultant, employe 9/18
benefits division, Peat, Marwick, Mitchell &
Co, New York-Dialogue with workers can
pay dividends
62 KLINE, Cecil E, president, Hearex Occupa-
tional Health Services Inc , Long Grove, Il -
Mobile health testing units can cut costs
34 KOEHNEN, James D, president, American 1/ 9
Re-insurance Co , New York-How universal 1/23
is Lloyd's'> 2 replies to Peter Downes
31 6
19 LaDOU, Joseph, Dr, medical director, Penin- 3/20
sula Industrial Medical Clinic, Sunnyvale,
Calif -Periodic physicals for all employes 4/17
protect a valuable corporate asset 6/12
23 LEFENFELD, Mark S , associate consultant,
Russell R Miller & Co, San Francisco-Big 7/10
brokers carve their own niches

LeROUX, Margaret- 7/124
49 Benefits abroad Experts say information,

travel can unlock your problems 8/21
78 Are top managements revising their view of 10/ 2

corporate risk management'> 10/16

84 Advisory panel, risk managers tackle how 11/13
much you should tell your broker-Tell
everything, but final price 5/15

50 LESLIE, HB, senior vp, Allendale Insur-
ance, Providence, R | -Advancing domestic
insurers in developing nations

39 LEVIT, Victor B, attorney, Long & Levit, 10/16
San Francisco-Punitive damages contro-
versy-Attorney's view We've come a long
way from Nader to Ford 3/20

29 MARGADY, Myles, consultant, A S Hansen
Inc, New York-Contemplating acquist-
tions, Probe benefit plans
McALEAR, Charles A , CPCU, president,
McAlear Associates Inc, Grand Rapids,
Mich -

11/27

Pg. Perspectives

37 Our woe The tale of C Manual Rait=

33 Is self-insurance Justified?-Sometimes, but
less than many think

36 MOORE, Donald H , president, Philadelphia
Manufacturers Mutual Insurance Co , Valley
Forge, Pa -Needed risk managers control
their own future, advises insurer

58 OSTRANDER, Robert G, product develop-
ment director, Unionmutual, New York-
LTD exposures are changing dramatically

30 OTREMBA, Daniel S, senior loss control
consultant, Employe Benefits Insurance Co ,
Santa Rosa, Calif -Insurers fail to meet
promises to provide effective loss control

26 PRODUCT LIABILITY SCORE CARD,
Jerry Geisel-6/26, 36, 9/4, 46, 12/25, 22

28 PROST, Peter H, director, Dineen Life &
Pension Ltd, a division of Bland Payne Di-
neen Group, Dublin, Ireland-Irish must re-
late benefits to pensions

33 RAAB, Frank, president, Allianz Insurance
Co, Los Angeles-A'people’' business faces a
service people crunch

63 RACAM, | , (pseudonym of insurance
manager)-Speaking Out-Risk managers
malign their own profession

33 RICHINGS, DAT, chief executive, Fen-
church Group Brokers International,
London-SpeakingOut-Lloyd's wasrightto
exclude U S brokers

29 RICHN<IAN, John C, vp, Firemen's Fund In-
surance Cos, San Francisco-How insurers
set work comp rates and why your mailtime
rates climb

23 ROMAN, Paul J , president, Office of the Ad-
ministrator, Blue Bell, Pa -Self-funded ben-

efit plans can pioneer cost control

20 SALFELD, Henry, consultant, Frenkel & Co,
New York-Analysts of reworded auto poli-
cles reveals obscure coverage restrictions

57 SEARS, Richard C, partner, Kwasha Lipton,
Englewood Cliffs, N J -'Working person's
tax shelter' is boon for employers

33 SEAVER, Ron, vp, Corporate Policyholders
Counsel Inc, Chicago-ls self-insurance
justified?-Meklears' rules too rigid

26 SEAY, J David-see D PRETE

44 SCHRENZEL, Steven N, CLU, vp, Cramp-
ton, Lewis & Co, Chicago-High paid execu-
tives' disability plans don't restore income

30 STUART, Donald M, insurance manager,
Canada Packers Ltd , Toronto-

30 Why don't we pool our excess insurance 9

45 Insurance policies expose language risks

63 WARREN, Alvin C, professor of law, Univer-
sity of Pennsylvania-Courts taxed to decide
consequences of payments on behalfofdirec-
tors
WARREN, McVEIGH & GRIFFIN, Risk
Management Consultants, San Francisco-
Risk Management Notes-

65 Basics about fronting arrangements

34 How insurers calculate excess workers comp
rates

34 IRS analysis Is sleeper in captive ruling

42 OSHA's impact in California refutes blanket
indictments

30 IBNR reserves by 1lne

32 Personal InJury plans cover 3 areas but have
exclusions

38 Corporate aircraft policies often exclude use
by others

30 Safety of assets remains fiduciary's key re-
sponsibility

24 How monopolistic fund for comp works

32 Guide to insurance rules for your architect

39 Claims audit Who, what, when and why

44 How one company handles insurance certifi-
cates

23 WATERS, Gilbert, administrator, Florida
Construction, Commerce and Industry Self-
Insurers Fund, Tallahassee-Lean self-
insurers foresee growing future

39 WEBER, Howard, director of insurance, 3M
Co, St Paul, Minn -Riskmanagers Become
underwriters' Create insurance companies'

39 WHITAKER, Jim, vp, Dinner Levison, San
Francisco-Punitive damages controversy-
Broker's view ISO still leaves questions

34 ZIMMERMAN, Leonard, benefit communi-
cations consulting division, Hay Associates,

Philadelphia-How to prepare compensation
statements



-riskVWatch

By REBECCA A. FANNIN

Medical emergency training

beckons for corporate attention

It's midafternoon in mid-Manhattan. Shoppers are bus-
tling along famous Fifth Ave., swishing through the doors
of a well-known store catering to the carriage trade. Eight
floors above them, in the well-decorated executive suite, a
top officer of this very establishment suddenly cries out
and slumps forward over his desk, the victim of a severe

heart attack.
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Property insurers score high

on report cards from

CHICAGO-The insurance in-
dustry receives good grades from
insureds for claims handling and
service, but many insureds are un-
able to recover their total loss, ac-
cording to a survey of more than
1,600 known property insureds
who suffered losses of at least
$5,000 during the past two years.

Survey results also reveal that

not satisfied. Sixty-nine percent of
the study participants found the
insurance company claims repre-
sentative the most readily avail-
able to answer questions and han-
dle the claim, 17% were somewhat
satisfied with the insurance com-
pany representative and 7% were
not satisfied at all.

Insurance agents were deemed

buyers

to be of the most assistance in the
overall handling of a claim by 70%
of the responding businesses, with
58% claiming that the insurance
company representative helped
the most in handling a claim, 33%
considered their accountant the
most helpful, while 24% consid-
ered a public adjuster the best in

Secretaries scramble. An assistant reaches for the . lending assistance. a
speed of service, completeness of

coverage, expertise and courtesy
of agents and the insurance com-
pany claims representative shape

phone, dials the emergency number. The executive is
clearly losing ground as his fellow ,
workers loosen his collar and tie,
H i i the insureds’ attitudes toward the
propping him in a more comfortable : - ‘ ~0oa
position. Everyone worries, and ev- insurance industry. But insurance
eryone waits. And waits agents, the study shows, are
Thirty-two minutes later, the city looked upon as invaluable sources
. ’ ) of assistance in the total claims
ambulance arrives after a slow trip

fighting traffic. The executive be-
comes another statistic, dead on ar-

Famous Quotes ........

;6 "Time is money."
process.

The survey, entitled The Insur-
ance Industry Report Card-
Property Claims, was prepared by
a Chicago-based research firm, Ka-
puler & Associates, at the request
of the Zurich-American Insurance

-Benjamin Franklin

rival at the hospital.

47%6 1/i
- - - - - - By Dinner Levison

A consultant who specializes in
handling such medical emergencies
has shocking news for risk man-
agers: Neither corporations nor city
rescue squads are adequately prepared to aid stricken
employes.

As a former medical emergency technician for an ambu-
lance firm in the heart of New York City, Jonathan S.
Glenn should know. He's responded to many corporate
emergency calls. His days resembled those documented in
the well-known television series entitled "Emergency.”
But unlike the happy 6utcomes in the popular program, he
has seen treatment arrive too late too many times.

In any large city, heart attacks are not uncommon
among high-pressured executives. In these cases, a slow
response by city ambulances can kill. Brain damage oc-
curs four to six minutes after the heart stops. But ambu-
lances usually take a "terrible” 32 minutes to arrive on the
scene, Mr. Glenn claims.

In-house medical departments aren't much better, the
emergency expert charges. Industrial nurses frequently
move too slowly, waste crucial time collecting first-aid
equipment and riding elevators to the injured employe.
Besides that, he adds, industrial nurses are notorious for
administering improper did. A mistake in cardio-
pulmonary resuscitation (CPR) can-and often does-
result in a punctured lung or liver.

Mr. Glenn isn't alcine in his opinions about in-house

, nurses. The Red Cross says nursing schools aren't re-
quired to teach CPR.

Mr. Glenn's Corporate Medical Emergency Training
program is similar to Red Cross training. But unlike the and 1% had to repair rather than
Red Cross, which requires trainees to visit special centers replace.
at pre-determined times, Mr. Glenn travels to the company
to teach emergency procedures.

His program is costlier initially, however. The Red Cross
uses volunteer instructors and charges only $10 per
trainee, but Mr. Glenn charges $2,000 on the average to

train large groups (the fee includes quarterly refresher
courses).

Fannin Cos. Zurich-American commis-

At Dinner Levison, we know our clients' time
is valuable. We make sure that their every
request for information or assistance gets
prompt, personal attention. When you consult
us on your business insurance problems, you'll
find we haveall the resources to save you time
and money. For a personal quote, call Dinner
Levison today.

sioned the study to determine how
attitudes developed during the
claims handling process effect an
insureds' overall view ofthe insur-
ance industry, to examine actual
loss versus recovery in property
losses, trace common gaps in in-
surance programs, and monitor
changes made in insurance pro-
grams following a loss.

More than one-third or 37% of the

*ERAL INSURANCE - LIFE INSURANO®>
responding businesses in the
study were covered by insurance

for 100% oftheir loss, but 47% of
the businesses wiere not covered E
for the total loss with 25% covered L Vl N M

for only 76%to 99% ofthe totalloss, COMPANY
10% covered for 51% to 75% of the
total loss and 12% covered for less
than 50% of the total loss.

Of the 47% who did not recover
their totalloss, 24% attributed a de-
ductible for incomplete recovery,
23% said they didn't have enough

*4 « insurance Orokers since 1915 «
220 Bush St., San Francisco, Ca. 94104. (415) 391-5422
3961 MacArthur Blvd., Newport Beach, Ca. 92660.(714) 975-0306

A Regional Insurance Broker Serving Business
Around the World. Now More Than 100 Strong

insurance to cover equipment, in-
ventory or furnishings, 13% cited
depreciation for assuming part of
the loss, 4% cited business inter-
ruption, 3% didn't realize they

weren't covered until after the loss

As a result of the losses, 36% of
the business managers made
changes in their insurance pro-
grams and 11% expected to make a
change in the future, while 63%
planned to keep their insurance
program intact. Only 7% said their
company changed insurance car-

n Il to help t h Mr. lenn's 18-h r trainin -
On ca © help teac Gle s 18 ou a g ses riers, 3% increased contents or

sion and customized quarterly refresher drills are five reg-
istered nurses and two consulting physicians. The fee in-
cludes inedical emergency supplies and oxygen equip-
ment. The study also found almost half

By contrast, the Red Cross program is standardized for of the responding businesses that
every company and involves two days of training. Red recovered less than 100% of the to-
Cross also loans four films and provides four workbooks.

Another difference is that Red Cross normally teaches
only one representative from each company, who then is
certified to teach co-workers. Mr. Glenn teaches any num-
ber of emp16yes from the same company.

So far, few companies are even nibbling at this idea.
Some, like Burlington Mills and Pepsico-to whom Mr.
Glenn unsuccessfully tried to sell his program-believe

' their industrial nurses are already doing an effective job.

Mr. Glenn has also tried tosell the service to

stock coverage, 2% increased
building coverage and 2% added
business interruption insurance.

tal loss did not realize there were

e e T Hhere are
a0 ot meureas meiones wne JMIbrellasJdand
thereareUmbrellas

had io assume part of their loss,
68% of the claimants were still very

Primary or Excess, Complex or Simple,
Land or Water

The Wetzel Company,inc.

cess. 22% tere somewhat satisfied,
9% were unsatisfied and 1% had no
2000 South Post Oak, Suite 2400
- - - Mailing Address: P.O. Box 66452
Houston, Texas 77006

Telephone: 713/626-3240
Telex: 76-2053

comment to make.

The study did find, however, that
insureds were most concerned

government-supported companies such as Amtrak and
Conrail. But they haven't bought it either, at least partially
because they feel they're exempt from OSHA scrutiny.

Those, however, that have seen the light are the North-
east regional offices ofExxon Corp., the New York offices
of Barclays Bank International and the corporate head-
quarters of Seligman & Latz, owner of 800 beauty salons.

Ironically, a Barclays top executive suffered heart at-
tack symptoms while Mr. Glenn was training the workers.
Mr. Glenn promptly came to the rescue proving to Bar-
clays management that trained personnel on hand can
prevent tragedies.

about the speed of processing a
claim, with 60% noting satisfactory
speed in processing a claim, 23%
somewhat satisfied with process-
ing claim speed and 3% were not
satisfied at all.

However, a whopping 74% of the
responding businesses were im-
pressed with the availability ofthe
agent throughout the entire claims
adjustment process, 14% were
somewhat impressed and 7% were

\tz=SzzS Only through Agents/Brokers
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Carter budget boosts
HMO funding by 80%

WASHINGTON-The new Car-

ter budget reflects a continued -

commitmeni to prepaid hetith
care, with a m4- or expansion in
fundingforhealthma.ntenanceor-
ganizations *IMOs).

The budget calls for a boost in
HMO funding to 574 millionfor Eis-
cal year 1980, an 80% zise from the
$41 million s lated for Siscal 1975.

The record budget for the )e-
partment ofHealth, Education End
Welfare counts on Congressional
passage of a proposed 9.7% cap )n
hospital expenditures, though a
similar hospi:al vost cap was le-
feated lasz year.

The much-criticized Occupa-
tidnal Safety and Health Adminis-
tration (OSHA) also is the benefi-

ciary of more federal funds, alloca-
ted to hire 286 additional staffers
for safety enforcement programs
and to, simplify safety standards.
OSHA's budget will rise from $162
million to $173 million. The safety
agency expects to conduct 69,000
workplace inspections in fiscal

1980, up from 63,000 inspections in
1979.

The Labor Department's Office
of Pension and Welfire Benefit
Programs, which administers
the pensicn reform law alongside
the Internal Revenue Service, will
be required to reduce employment
from rhe current 652 staffers to 625
emplcyes in fiscal 1980 beginning
Oct. 1. Staff reductions will occur

ir. the offices of reToring an d dis-
closure, and com municaticns.

The budget als) reflects the
Administration’'s desire to beE n
taxing benefits that have been
shielded, drawing up grogosals :o
assist Congress ir the develop-
ment of regulaticns specifying
what benefits should be :axed.
However, Congress last year E>
proved legislation barring the INS
from issuing finall regulations c n
benefit taxation un:il 1930.

The Administration asked Con-,
gress to approve legislation estio-
lishing a $200 million fund tc cles.n
up oil spills, requiringa fee ofthree
cents per barrel of oil received at
any U.S. terminal or refinery. A
similar measure failed 1:st year.

Although the budget mentions
national health insurance in 7-1-
merous places, Carter dcesrt't ask
Congress to aE:prove funding for
such a program in fiscal 1980. The
Carter Administration has sa. d
that government funding for NHI
won't be needed intil 1983. .

Calif. sues taxi operator

for lacking work -comp

LOS ANGELES-The Califor-
nia Department of Industrial Rela-
tions has issued a stop order and a
criminal complaint against Yellow
Cab. Co. of Lcs Angeles, declaring
that the company is not providing
its 930 err.pl oyes with workers
compensat on insurance.

Colleen Logan, area administra-
tor for the department that is
charged with enforcement of
workers ccmpensation coverage,
said Yellow Cab defied she stop or-
der issued Jan. 9. As a result, the
department filed a criminal com-
plaint against the cab company in
order to shut it down, she said.

Meanwh.le, the cat company, re-
presented by former California

governorPatBrown,filedatempo-

rary restraining order on Jan. 12 to
block the department's stop order,
said to be the biggest ever issued
by the state. A Los Angeles supe-
riorcourtjudge Jerry Pach denied
the temporary restraining order.
However, the department- was
handed a writ of mandate to show
cause why the stop order it issued
should be enforced.

A hearing on the mandate will be
held on Feb. 9, said Ms. Logan.

However, because of atechnical-
ity found in the writ of mandate, it
was later established that the de-
partment was not free to go ahead
with its criminal complaint against
Yellow Cab, which is reportedly
continuing to obtain workers com-
pensation coverage.

As a consequence, a department
labor deputy said the department
will pursue the complaint again on
February 23 after the scheduled
hearing on the writ of mandate on
February 9.

Yellow Cab, Los Angeles's
largest taxi fleet, has been without
workers compensation insurance
since Dec. S when the cab
company's former insurer, The In-
surance Co. ofNorth America, can-
celled the policy. The industrial re-
lations department was informed
that Yellow Cab was without
workers compensation insurance
by a cab driver who was injured on
Jan. 1 and told that there was no
insurance to cover his injury, said
Ms. Logan.

Yellow Cab, which has had prob-
lems in the past in securing

workers compensation coverage,
would not talk to Business Insur-

Under a stop order, an employer
must, by state law, send his
workers home, pay regular wages
while they are off due to the order
and recall them only when it has
secured the proper coverage.

The order is accompanied by a
penalty assessment not to exceed
$10,000, calculated at $100 per em-

> N = _ =

Feds want

new reg for
retiree plans

VWASHINGTON-The U.S. De-
partment of Labor is proposing a
new regulation to clarify the cir-
cumstances under which an em-
ploye benefit plan administrator
may suspend payment of pension
benefits to retired employes who
return to work.

Proposed under the pension re-
form law, the regulation defines
reemployment during a calendar
year month as 40 or more hours of
work in that month, or in the case
of maritime industry employment,
five or more days of work in a
month. The period ofsuspensionis
the month during which the retiree
is reemployed for the 40 hours or
five days.

While a pension benefit of a non-
multiemployer,plan participant
can only be suspended under the
regulation if the retiree retu rns to
work for the same employer, par-
ticipants in multiemployer plans
can lose their retirement benefits if
they return to work in the same in-
dustry, inthe sametradeorcraft,in
the same geographic area. All three
conditions must be met before
such a plan can suspend pension
benefits.

Comments on the proposed reg-
ulation must be sent to the U.S. De-
partment of Labor in Washington,

D.C., by March 6. a



Self-insurance plus excess in one

Underwriters prescribe new hospital insurance plan

By MARY ELLEN McKEE

CHICAGO-AN insurance un-
derwriting manager and a CNA in-
surance subsidiary here believe
they have a plan for hospitals to
fund a completeliability insurance
program at a reasonable cost.

The novel hospital catastrophe
program was developed to provide
an integrated approach to liability
protection by consolidating a self-
insurance trust fund with excess
coverage provided by Columbia
Casualty Co., the CNA subsidiary
issuing the policies. It offers a solu-
tion to the problems of maintain-
ing adequate protection, achieving
financial stability and controlling
claim costs at the same time, says
Thomas F. Tucker, vp of Victor O.
Schinnerer & Co., underwriting
managers for the program.

It is understood two hospitals
have already bought the program,
but Schinnerer & Co. wouldn’'t
provide details.

The policy will cover bodily in-
jury and property damage arising
out of a hospitals' day-to-day oper-
ations including professional ser-
vices, personal injury and contrac-
tual liability. Employes ofthe hos-
pital can be covered as additional
insureds while acting within the
scope of their jobs.

Hospitals are covered under this
program on a limited occurrence
basis, meaning claims arising out
of occurrences during the policy
period and reported within 12
months of the policy's expiration
are covered.

If at the end of the two-year re-
porting period, the hospital be-
lieves there are some potentially
serious unreported claims, it can
convert the policy to a full occur-
renee contract for an additional
25% of original premium.

"One of the primary functions of
this insurance program is to allow
hospitals-whether they be of the
Michael Reese or Rush St. Luke's
Presbyterian variety orjust simply
a small community hospital-with
a properly managed self-insurance
program to reduce their risk reten-
tion to a more viable level by
purchasing commercial excess in-
surance protection over a more ap-
propriate retention and at a reason-
able price," Mr. Tucker elaborated.

Under the program, hospitals
can obtain coverage of up to $5 mil-
lion per loss, less the primary self-
insured retention of the hospital,
with a policy aggregate limit of $5
million. The policy limit and reten-
tion apply to indemnity and legal
costs, with a combined single limit
applicable to both professional
and general liability losses.

Retentions can be established as
low as $100,000 with higher reten-
tions of $250,000, $500,000 and $1
million available. The actual reten-
tion will be based on the hospital's
desire to retain risk and Schin-
nerer & Co.'s evaluation of the
hospital's financial strength.

Each hospital determines how
the program will function and
chooses from three options:

- Specific coverage for each loss
up to $5 miillion, less the self-
insured retention, and a separate
excess policy that is subject to a
policy aggregate limit of $5 million.

- A combined excess and aggre-
gate stop-loss coverage policy with
a $5 million limit, less the self-
insured retention of the hospital,
or a policy aggregate limit of $5
million over the hospital's specific
retention (minimum $100,000) and
aggregate primary retention (mini-
mum $1 million).

= Coinsurance option where the
hospital can retain 20% to 60% of
each loss up to $1 million less its
retention for an appropriate credit.

This is available under both the
specific excess option and the
combined specific excess/aggre-
gate stop-loss option.

The underwriting and rating pro-
cess is based on the evaluation of
several key factors related to the
underlying risk management pro-
gram. Four evaluation reports cov-
ering six areas of the underlying
program will be prepared for
analysis by Schinnerer & Co.

When a hospital applies to the
hospital catastrophe program, it
must provide Schinnerer with its
most recent annual report, finan-
cial statement of the self-insured
trust, description and copy of the
trust agreement and an actuarial
study supporting the funding of
theself-insuredtrustprogram. The

hoSital must also supply its finan-
cial prospectus used for raising
funds, organizational chart, and a
verified claim history for the- past
five years, with specific informa-
tion about the insurer, limits and
premium or funding level for each

yvear.

Schinnerer also requires the hos-
pital to turn over the latest risk
control survey ofthe hospital and a
copyofthecontractforriskcontrol
services, copy of the contract for
claims management services and a
copy of the most recent American
Hospital Assn. annual survey for
the last five years.

A hospital with deficiencies in
any of these areas can be accepted
into the program at a surcharged

Looking for
ways to conserve
working capital?

Don't overlook

premium financing.

Premium financing.

1t% good for
your business.
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rate. However, recommendations
for improvements are made as the
hospital enters the program. If the
improvements are made at the an-
niversary of the policy date, the
surcharge is eliminated.

All of these areas will be re-
viewed at the anniversary date of
every hospital, Mr. Tucker noted.
"When a hospital signs into this
program, it makes several commit-
ments-all of which are printed on
the front page of every policy," Mr.
Tucker said. The hospital promises
to improve safety standards, im-
plementandmaintainanapproved
claims management and risk con-
trol program, supply copies of
claims and incident reports re-
quired by Schinnerer, assign a risk
control coordinator and disclose

appropriate underwriting and fi-
nancial information requested by
Schinnerer.

Mr. Tucker claimed that Schin-
nerer in turn would provide a loss
control system based on data com-
piled through reviewing both pri-
mary and excess claims activity. It
will be designed to assist hospital
administration in providing em-
ploye education, identifying prob-
lems of patient safety and provid-
ing a better defense of claims.

"This new program gives hospi-
tals an important and expanded
role in their own insurance and, at
the same time, a chance to avoid
paying the large premiums based
on sharing all risks and losses with

other hospitals,” Mr. Tucker add-
ed.

Today, with insurance costs becoming a major cash outiay, <

more and more companies are finding it makes sense to finance

their premiums.

This way they pay for insurance as they use it. They conserve

their working capital. Open upan additional lineof credit. And
improve their cash flow.

How aboutyour company? Can you find better uses for your cash
than pre-payingyour insurance? AFCO premium financing can
be arranged quickly and easily-with payment plans tailored to
your special cash flow needs.

Youragent or brokercan show you how to consolidate the
financing of all your risks with premium payments handled
through one central office. Or how to arrange individual
financing for each of your locations. Arrangements can be made
for foreign locations, too.

Talk over the benefits of premium financing with your agent or

broker. Or contact us for an explanatory booklet with an

example of how premium financing may help your cash flow.

Paul M. Holland, Vice President-Marketing, AFCO,

7 Hanover Square, New York, New York 10005.

Tel: (212) 797-1850.
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N.J. cities’ work comp pool on back burner again

TRENTON-New Jersey m.uni-
cipalities hoping to pool their
workers compensation exposures
have been putonholdforanindefi-
nite period as the result of a dis-
pute over the legality of their plan.

A legislative proposal to create a
state fund for excess municipal lia-
bility claims, potentially reducing
the insurance woes of public enti-
ties in the state, has been or- the
state house back burner for over a
vear.

The New jersey League ofMuni-
cipalities had proposed to create a
workers compensation risk pool
enabling participants to self-
assume the first $125,000 expcsure
on a compensation claim, purchas-
ing stop-loss coverage and admin-
istrative services at lower cost.

The proposal was developed by
James S. Kemper & Co., which had
begun working on the projet in

mid-1977. If 12% of all municipal
workers compensation premiums
in the state were placed in the pool,
savings of 19% would result, said
Kemper executive vp Larry O.
Kaddatz. A 25% participation rate

would result in 26% savings, he es-
timated.

New Jersey's largest cities al-
ready self-insure. The proposed
pooling program was intended to
aid communities with popula-
tions of 10,000 to 100,000, Mr. Kad-
datz said. There are about 200 New
Jersey communities in that size
range.

Late last year, Mr. Kaddatz re-
ceived an opinion from the state
attorney general's office that com-
mingling municipal self-insurance
funds is prohibited by state stat-

ute.

However, New Jersey's Interlo-

cal Service Act says whatever a
municipality can do individually,
it can do jointly, noted John Lazer
of the state's department of com-
munity affairs. Mr. Lazer said his
office intends to meet with insur-
ance department officials and rep-
resentatives of the attorney
general's office to resolve the dis-
pute.

Meanwhile, three bills pertaining
to municipal insurance are in the
state legislature hopper. Respec-
tively, they would bringall statutes
on municipal insurance under one
section of the state code, enable
municipalities to pool for self-
insurance of liability and establish
a state fund to assume public en-
tity liability risks in excess of
$300,000 per occurrence.

All public entities would be re-
quired to contribute to the excess
liability pool, according to a state

senate aide. If approved, New Jer-
se i would become the first state
oferating such a fund for excess
liability, the aide said. The pro-
pcsed statute, known as the Dodd
bill, would permit public. entities
to self-insure their primary risks
below the $300,000 threshold. Use
of the state excess liability fund
would ease the problems for pri-
mary insurers, who have been
forced to purchase facultative rein-
surance on municipal risks. A
$3)0,000 policy limit would elimi-
nate much of the long-tail reserv-
ing problems associated with large
claims, as well, the aide said.

Unlike the municipal league
plan for workers compensation,
the excess liability fund would not
be voluntary and therefore would
supercede questions regarding
commingled self-insurance funds,

Nationwide uncomplicates
complicated

groupinsurance.

If you choose the group insurance
for your company you know it can
get very complicated. But Nationwide
can help you put it all together in one

easy-to-understand plan.
Nationwide can do it because we

offer insurance so complete, we can
even include Dental Care (with cover-

age not just for corrective treatment
but for annual check-ups. t0o0.)

All our major medical plans have
$1,000,000 maximums with a $500

Stop Loss Provision (after deductible

is satisfied). And our Excess Interest

Annuity contract provides a high in-

terest return on your pension plan.

All this insurance will be put to-
gether just for you by one skilled
Nationwide agent in one easy plan.
You can't get less complicated than that

That's just a sample of Nation-
wide's group insurance. Send us this
coupon and we'll give you all the
details. Making your business life
simpler is one more way Nationwide

is on your side.

NATIONWIDE

Nationwide is on your side

Nationwide Life Insurance Company

An equal opportunity employer.

AN Uncomplicated Offer from Nationwide

Nationwide Insurance. One Nationwide Plaza. Columbus. OH 43216

Please give me detailed information on Nationwides Group
Insurance Plans.

Naiiic

Company Name

Add ress. __ __

City.

State

0)1111 t\

Zip

said Herman Hanssler, deputy
commissioner of insurance.

However, the plan has failed to
excite New Jersey legislators. First
introduced in December 1977, the
bill died whenthe sessionended. It
was rewritten and introduced into
the 19781egislative session but has
remained in committee, said Ri-
chard Lofberg, a Teaneck broker.

Mr. Lofberg served as consultant
to several school districts when un-
availability of public entity liabil-
ity insurance reached a crisis stage
late in 1977 (BI, Nov. 14, 1972).

Al joint insurance industry/agent
marketing assistance program set
up early in 1978 has enabled about
75 public entities to obtain liability
coverage to date, Mr. Lofberg
noted. While municipal liability
coverage has become more avail-
able in New Jersey, affordability
remains a problem, he added. -

Bl to hold

work corn p
conference

CHICAGO-The second annual
National Conference on Workers
Compensation will be held here
June 11 through 13attheHyatt Re-
gency O'Hare, announced Busi-
ness Insurance, sponsor of the
Ineeting.

This symposium is intended as a
forum for the discussion of prob-
lems and issues in workers com-
pensation for corporate financial
executives, insurance buyers, ben-
efit managers, claims specialists
and risk managers, as well as insur-
ers, brokers and consultants advis-
ing others and administering pro-
granns.

The first conference was held in
July 1978, drawing 158 corporate
executives and experts on workers
compensation from around the
country. Thirty-four speakers,
with audience participation, tack-
led subjects ranging from safety
and self-insurance to federal regu-
lation and rehabilitation.

The registration fee is $385 for
the first person from a company
and 10% less for additional persons
from the same company.

For registration information,
write or call Taylor Lucas at Crain
Education Division, 740 N. Rush

St., Chicago, Ill. 60611; Phone (312)
649-5245.

Property claims
increase 62%

NEW YORK-Property and ca-
sualty insurance companies paid
62% more claims last year than
they did in 1977 and the total was
third highest in nearly 30 years, ac-
cording to figures released by the
Insurance Information Institute.

Claims payments totaled more
than $643.2 million for 41 incidents
classified ascatastrophes by thein-
stitute such as hurricanes, winds,
tornadoes and explosions. The
1977 insured losses were $396 mil-
lion for 43 incidents.

The 1978 figure was the third
highest total since 1949, the first
year figures were compiled.

The most severe 19781osses were
from winter storms that struck 31
states resulting in insured dam-
ages of $79 million.

Hardest hit states were Texas,
Arkansas, Mississippi, New York
and Oklahoma. Only Idaho, Ne-
vada, Oregon, Utah and Washing-
ton were spared catastrophic
losses in 1978.

The worst year for property and
casualty insurers was 1965 when
$896.1 million in catastrophe
claims were paid. Most of that to-
tal, $715 millionresulted from Hur-
ricanmne Betsy - a



info for buyers

rT' o receive materials listed in Info for Buyers, write to the
1 name and address accompanying each item, mention-
ing that you saw the item offered in Business Insurance.
Readers are invited to submit educational and promo-
tional material of interest to-risk managers and employe
benefit chiefs for possible inclusion in the column. All
items that are free and o f interest to our readers are eligi-
ble; those available at a modest cost will be considered.

Send a sample to Info for Buyers, Business Insurance, 740

Rush St., Chicago, lll. 60611.

. Ebasco Risk Management Con-
sultants Inc. is publishinga techni-
cal bulletin for benefits and pen-
sion specialists. The monthly pub-
lication will deal with topics such
as dental insurance, Social Secu-
rity integration and self-funding.
For a free copy of the current issue
write Joseph Caravella, Marketing
Communications

Inc., 100 Church St., New York,
N.Y. 10007.

Consultants

- RIMCO Inc. is offering a com
prehensive dictionary of insur
ance and reinsurance terminol
ogy. This reference tool defines
over 600 key words and phrases iri
layman's language. Cost is $9.95
Write RIMCO Inc., 10300 N. Central
Expressway, Dallas, Tex. 75231.

- Do you need more information
about the coordination ofbenefits
and HMOs? If so, Personnel Re-
search Associates is offering an
employers HMO service newslet-
ter that should keep you up-to-date
about the subject. For a free copy
write Richard D. Quinn, Personnel
Research Associates, 49 Oakridge
Rd., Verona, N.J. 07044.

- A promotional brochure on
group health
insurance is now available from

and life self
Celtic Life Insurance Co. For a free
copy write Frederick J. Manning,
President, Celtic Life Insurance
Co., 208 S. LaSalle St., Suite 2003,
Chicago, lll. 60604.

. Funding and Termination of
Defined Benefit Plans is a report
prepared by Reymont Associates
The report covers actuarial costs,
minimum funding requirements,
maximum deductible limits and
accounting requirements. Cost is
$5. Write D.J. Scherer, Reymont
Associates, 29 Reymont Ave., Rye,
N.Y. 10580.

= Are you thinking about adding
prepaid legal services to your em-
ploye benefit package? If so, Per
sonnel Research Associates has
prepared a comprehensive report
to help you. The report contains
background information and de-
scribes types, trends and case
studies on prepaid legal plans. The
report also shows how a typical plan
operates, and how to formulate one
Cost is $11. Write Richard D. Quinn,
Personnel Research Associates, 49
Oakridge Rd., Verona. N.J. 07044.

- Recent legal decisions, merger
or consolidation of welfare and
pension plans, actuarial require-
ments for self-funded health care
plans, prepaid legal plans and in-
vestment management are topics
examined in the 1978 Fund Advi-
sors Institute Proceedings. The
130-page book contains edited
texts of 17 presentations given at
an International Foundation of
Employe Benefit Plans program.
Cost is $6 for members, $10.50 for
non-members. For more than five
copies the cost is $5.50 each for
members, $9.50 each for non-
members. WWrite International
Foundation of Employe Benefit
Plans, P.O. Box 69, Brookfield,
Wise. 53005.

. A new booklet describing the

work of a Texas advisory council
on arson is available. The 12-page
booklet is in question and answer
format and gives key information
about the history, purposes and
projects of the council. For a free
copy of the booklet write Arson
Booklet, ATAC on Arson, 1011

Congress, Suite 501, Austin, Tex.
78701.

- Attention hospital administra-
tors who need a system to control
theescalatingcostsofmalpractice
insurance. Victor O. Schinnerer &
Co. and Columbia Casualty Co., a
CNA subsidiary, have designed a
program with an integrated ap-
proach to a hospital's liability pro-
tection program. The program is
Nnot conventional insurance but a
method by which a hospital funds
a risk it is capable of funding and
transfers to Schinnerer/CNA the
risk it cannot afford to assume. For
a free copy of a Brochure describ-
ing this novel approach to mal-
practice protection write Thomas
F. Tucker, Victor O. Schinnerer &

Co., 55 E. Jackson Blvd., Chicago,
1ll. 60604.

. A brochure is available describ-
ing the objectives, services and the
personnel of the newly-formed,
minority run brokerage firm-
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Ebony International Brokerage
Corp. For a free copy write Arthur
I. Golden, President, Ebony Inter-
national Brokerage Corp., 775

Broadway, Suite 2411, New York,
N.Y. 10019.

. The Schedule of Bank Insur-
ance provides descriptions of vari-
ous insurance policies and bonds
used by banks. It refers to the Di-
gest of Bank Insurance for each
type of coverage and serves as an
excellent reference source on bank
insurance coverage for trustees, di-
rectors, managers and examiners.
The 1978 revision of the schedule
ranges in cost from $5 for one copy
for members, $6.25 for non-
members, to $3.80 each for 11 or
more copies for members, $4.40 for
non-members. For a free copy re-
quest 21-800, Order Processing
Dept., 1120 Connecticut Ave.,
N.W., Washington, D.C. 20036.

= You Could Look Like A Million
. .to someone who wants to sue

you, says a Kemper Insurance Co.
brochure explaining its $1 million
personal liability policy against
unusually large but increasingly
frequent lawsuits. For a free copy
write Communications & Public
Affairs Dept., Kemper Insurance
Cos., Long Grove, lll. 60049.

. An Insurance Buyer's Checklist
for Hospitals from RIMCO Inc.
provides guidelines for hospital
administrators who are seeking
the best insurance program for
their institution. Copies are $10
each. Write Klaus Gebhardt,
RIMCO Inc., 10300 N. Central Ex-

pressway, Suite 180, Dallas, Tex.
75231.

= AnewsletterACloselocookatNa-
tional Retirement Programs: U.S.
vs. Canada, is available from
Kwasha Lipton consulting ac-
tuaries and employe benefit ser-
vices. For a free copy write Dept.
M., Kwasha Lipton, 429 Sylvan
Ave., Englewood Cliffs. N.J. 07632.

NOW APPEARING IN A RESOURCEFUL BUSINESS NEAR YOU.

These curious signs that would
seem to be looking at you are actually
bringing a new outlook to business

nationwide.

They're a message for all who see
them to be alert, aware and responsible
on the job. What's more, they're serving
notice to management that here is a

and productivity.

It follows that trained and alert
employees can greatly reduce such loss.
In the finalinstance, they can best con-
serve our resources of property, people

That's exactly what these little
signs are meant to accomplish.
They're telling employees here's an

could accomplish.

We call this new, hard working
symbol The Eyes ofAwareness. When
you see them next, we ask that you

remember their message.

Only people at every level of busi-
ness can prevent loss.

program whose time has arrived.

This plan, developed by The
Factory Mutual System for its insureds,
is based on a fact of everyday business

life. The majority of industrial and com-
mercialloss is due to human error.

everyday hazard to be avoided.
They're urging people to pitch in
and act before a problem occurs.
In a human and arresting way,
they're saying more than all the warn-
ings on the subject of preventing loss

Allendale Insurance
Arkwright-Boston Insurance
Philadelphia Manufacturers Insurance

Protection Mutual Insurance

f Factory Mutua | System 1978
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around the states

Railroads liable for others' cars: 111. court

OTTAWA-The lllinois appel.
late courtlast month reversed acir-
cuit court decision that would t:ve
had dramatically changed the -i:-
bility of railroads in train wrecks

Peoria county circuit court had
held in 1976thatBurlington North-
ern Railroad, as owner of a defec-
tive railroad car that caused a 197:
train wreck on the Toledo, Per,ria
& Western Railroad, was liable for
the damages of the train wreck-

The decision ran counter to and
in effect overturned the long-
standing agreements by which the
nation's railroad industry had op-
erated under the auspices of |.hz

Assn. of American Railroads. Thi

AAR's interchange rule No. 1 ho .is=

that each railroad is respcr.siblefor
the conditixn of the cars on its

linas, regardless of how the rail-
road that ownsthe carmeintains it.

In overturr.ing the circait court's
decision, the appellate court said

TP&W was aware of the problems
on the BNR car that caused the ac-

cident and assumed the risk for
th€ m by accepting the car from the
Burlington.

TP&W intends to appeal the case
to ihe lllinois supreme court.

N J. medical malpractice

TRENTON-New Jersey physi-
c:ars insured for medical mal prae-

tice by :aptives sponsored ty the

:tate medical society and hospital
association will pay less for their
2overage, according to the state in-
surance department.

Rate reductions averaging 8.3%
have been approved effective Feb.
1 on new business and Jan. 1 on
renewals for coverage provided by
-nter-Insurance Exchange of New
Jersey, the malpractice company
formed by the state medical soci-
ety. The insurer covers 5,415 physi-
cians in the state.

Rate reductions for malpractice
coverage for staff physicians em-
ployed by the state's 78 hospitals
have also been approyed retroac-
-iveto Jan. 29, 1977.The reductions
n rates charged by Health Care In-

ifisuria €e

Name

Company

Addrevc

City
State

ZIP

Phone

surance Exchange, a captive of the
state hospital association, will vary
with the type of physicians and
number of specialists employed,

insurance department officials
said.

The reduced rates reflect a
change in reserving procedures to
fund for actual claims rather than

anticipated ones, the insurance de-
partment said.

Mont. medical malpractice

HELENA-Montana physicians
are getting dividends of $301 to
$3,001 on their malpractice insur-
ance purchased in 1978 from Aetna
Life & Casualty, the state's largest

5807R

MGIC Indemnity Corporation

MGIC Pia,a. Milwaukee Wis 53201 (800) 558 9900

X1l A M Best Co

malpractice insurer.

A total of $652,028 is being re-
bated to Montana doctors insured
by Aetna, the largest dividend the
insurerhas declared sincethe 1974/
1975 malpractice insurance crisis.

Montana is one of six states in
which 1979 malpractice insurance
rates are being cut by Aetna. The
others are Utah, Vermont, Dela-
ware, lowa and Wyoming.

Legal malpractice

PHOENIX-Malpractice claims
against Arizona attorneys in-
creased steadily during the five-
year period from 1972 to 1976, a
survey of the State Bar o f Arizona
reveals.

A total of 140 legal malpractice
claims were filed in the five-year
period: eight in 1972, 14 in 1973, 18
in 1974, 41 in 1975 and 59 in 1976.
Half the claims involved substan-
tive attorney errors and 21% were
attributable to missed deadlines.

The survey defined substantive
errors such as negligent repre-
sentation/failure to advise, negli-
gent defense/failure to defend and
negligent prosecution/failure to
prosecute. Missed deadlines in-
clude such actions as failure to file
a timely appeal, failure to respond

to a complaint on time and failure
to act within the statute of limita-

tions.

Property rates

SEATTLE-Washington home-
owners can expect fire insur-
ance rate reductions of 8% to 10%
from many of the state's insurers
and indications are commercial
rates could also decline in the fu-
ture.

Lower rates for homeowners
filed by the Washington Survey
and Rating Bureau, representing
about 30% of the premium volume
in the state, went into effect Jan. 1.
Thecostofinsuringa $50,000 home
could now be $182, down from $203
last year.

Safeco Insurance Co., one of the
first to drop its rates, did so last
March. "A lot ofit-can be attributed
to the campaign against arson, par-
ticularly in Seattle,” said Safeco as-
sistant vp Ron Schlattman.

Better construction as well as ar-
son control brought down rates,
according to a spokesman for in-
surance commissioner Richard
Marquardt.

"It's likely that commercial ac-
counts, although they aren't in-
cluded in this reduction, will de-
cline in the future, also based on
experience
commissioner's spokesman said.

rating,” the

Rehabilitation

SACRAMENTO-Injured Cali-
fornia public employes now must
receive vocational rehabilitation
according to a decision in the
state's fourth district court of ap-
peals.

The decision stemmed from a
case involving a former Santa
Monica, Calif., policeman and the
California state workers compen-
sation fund. The state fund plans to
appeal the decision.

"The biggest problem for public
entities is that they have not re-
served for vocational rehabilita-
tion,"”
consultant to public entities on in-
surance problems. Mr. Marceau es-
timated that vocational rehabilita-

said G. David Marceau, a

tion costs between $4,000 and
$7.000 per case. a

Firm insures

ski rentals

SAN FRANCISCO-Liability
insurance for ski equipment rental
operators with available limits of
up to $300,000 has been announced
by the Hull & Co. (California) Inc.

Coverage will be available on a

comprehensive general liability
basis or limited to ski rentals. a



Calif.

By JOANNE GAMLIN

SACRAMENTO-IN a four to
three decision Jan. 11, the Califor-
nia supreme court extended the
doctrine of comparative negli-
gence into workers compensation
cases by allowing an employer
credits or reimbursement under
the Labor Code, based on an
employe's recovery from a third
party.

However, the high court's mgjor-
ity opinion specified that an
employer's recovery is limited to
the extent that the employer's lia-
bility in a workers compensation
case exceeds responsibility for the
employe's full tort damages.

The case in question involved
Associated Construction & Engi-
neering Co. of California vs.
Workers Compensation Appeals
Board and Jeffery L. Cole. Califor-
nia introduced the doctrine of
comparative negligence as a sys-
tem to replace the older doctrine of
contributory negligence in the

dates

FEB. 27-MAR. 2.The U.S. Environ-
mental Protection Agency, the Cal-
ifornia Dept. of Health Services
and the California Chemical Waste
Processors Assn. are sponsoringin
San Diego the second national con-
ference on the management of
hazardous materials. The confer-
ence is designed to give an in-
depth look at the field from a tech-
nical, managerial, regulatory, po-
litical, environmental and public
viewpoint. Contact O. James Par-
dau, Executive Director, P. 0. Box
214878, Sacramento, Calif. 95812.

MAR. 1-2. The Province of Mani-
toba is sponsoring a series of five
health and safety seminars target-
ing the construction industry. The
programs are designed to develop
a sound approach to accident pre-
vention and an understanding of
on-the-job safe work practices and
procedures that will help prevent
or control accidents and create a
safety awareness in all personnel.
Cost is $15 per person for the two-
day seminar and $10 per person for
the one-day seminar. Contact the
Province ofManitoba, Dept. of La-
bor, Workplace Safety and Health
Division, 204-301 Weston St., Win-
nipeg, Man. R3E 3H4.

MAR. 7-8. International Risk Man-
agement Consultants will present
a two-day advanced seminar in
Dallas on the reduction of con-
struction insurance cost. The ad-
vanced seminar is a supplement to
a basic program on the same sub-
ject. The seminar is designed to
give participants an opportunity to
fine-tune their insurance program
and take an in-depth look at insur-
ance costs and coverage tech-
niques. The program will be re-
peated in Los Angeles, March 15-
16; Chicago, Api,il 5-6, and Wash-
ington D.C., April 19-20. Cost is
$395 for individuals; $345 for each
person of a three-person team.
Contact RCI Communications
Inc., 10300 N. Central Expressway,
Suite 350, Dallas, Tex. 75231;
phone 214-363-9656.

MAR."12-13. The third annual
claims conference will be held in
New York. Seminars and panel
discussions on fraud investiga-
tions, rehabilitation, residual dis-
ability claims, punitive damages
and the courtrooms, no-fault, med-
ical and disability insurance and
professional management of
claimsarescheduled. ContactNeal
Jones, Beneficial National Life In-
surance Co., 2 Park Ave., New
York, N.Y. 10016; phone 212-889-

4141.

1975 case of Li vs. Yellow Cab Co.

(Business Insurance, April 21,
1975.)

The high court's decision is sig-
nificantnotonlyinintroducingthe
conceptofcomparativenegligence
to workers compensation cases
but also in modifying two older de-
cisions which prevented a negli-
gent employer from obtaining any
credit toward future workers com-
pensation liability when an injured
employe recovers from a third
party.

According to court documents,
Jeffery L. Cole was a carpenter for
Associated Construction & Engi-
neering Co. of California when he
seriously injured his right ankle.
Associated Construction & Engi-
neering, at the time, was insured
by the California Compensation &
Fire Co. Aftercollectingtemporary

disability payments of $6,144.87,
Mr. Cole brought suit against a
third party, Napp Systems U.S.A.
Inc.

Once the suit was settled for
$60,000, with the plaintiff-employe
receiving $40,000, Mr. Cole sought
a permanent disability award. The
workers - compensation judge
found that he had sustained a per-
manent disability of 29% repre-
senting a total monetary award of
$8,085, of which $2,270 had pre-
viously been advanced by the em-
ployer.

Associated Construction then
claimed a credit against its
workers compensation liability
under Labor Code section 3861 for
Mr. Cole's $40,000 net recovery in
the third-party action. Such a
credit, according to the high court
document, would have wiped out

the firm's further workers com-

some things
are best left

to the experts..

like loss control
and risk management.

We're experts in...

* Accredited Industrial Hygiene
Laboratory Analysis

Air and Water Pollution
Claims Management
Fire Protection Engineering

Hospital Safety Management
Industrial Hygiene

* Noise and Vibration

e Occupational Health -

Product Safety
Safety

NATLSCO

Training and Education
Ventilation Design

National Loss Control Service Corporation
Long Grove, lllinois 60049 « 3121540-2400
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pensation obligation.

The employe pleaded that his
employer had concurrent negli-
gence serving to prohibit the
credit, relying on an older legal de-
cision. But Associated Construe-
tion maintained that the old "all-
or-nothing” rule of contributory
negligence had been modified by
Li vs. Yellow Cab. It asked the
judge to reduce its credit only in

accordance with its comparative
fault.

The judge decided that the older
decision was still valid and the
workers compensation appeals
board adopted this stance. Thus,
confronted with an award of per-
manent disability benefits unaf-
fected by the plaintiff~employe's
substantial third-party recovery.
Associated Construction peti-
tioned the high court to review the

grants credits in third-party work comp suits

board's decision.

In writing the maiority opinion,
supreme court Justice J. Mosk
said adoption of the doctrine of
comparative negligence will not
unduly complicate the work of the
appeals board. Further, he denied
that permitting partial credit will
encourage employers to maintain
only "half-safe" work environ-
ments.

"An employer will obtain a re-
duction in its workers compensa-
tion liability only if its degree of
negligence is so small that its statu-
tory liability exceeds its percent-
age share of the tort measure of
damages," he wrote.

"In any event, there is no safety
disincentive in a system that holds
the employer responsible for its
full share of tort damages before
any credit against workers com-
pensation benefits is allowed." .

NAT LSCO

%6

Call NATLSCO TOLL-FREE:

800-323-9585

Consultants to management.

some things
are best

left to the experts T.

a subsidiary of

|Em PeR CORPORaTIOn
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people

Tarr moves to church from university

Stanley R. Tarr left Rutgers Uni-
versity where he was director of
risk management for 15 years to
become vp ofthe insurancearm for
the United Methodist Church in
Chicago. The nonprofit organiza-
tion, Educational and Institutional
Insurance Administration Inc.,
handles risk management for
Methodist churches and universi-
ties. In the newly created position,
Mr. Tarr reports to Robert Foote,
principal ofthe firm. The organiza-
tion plans to form a captive insur-
ance company, Mr. Tarr said.
Rutgers University is seeking Mr.
Tarr's replacement.

John F. Ross, 38, has joined HFC

Corp. in Ch.cago as the holding
company's first corporate risk
manager. He is also risk manager
for the financial subsidiary House-
hold Finance Co., whose revenues
amount to 50% of the holding
company's. HFC's subsidiaries in-
clude National Car Rental, several
hardware store chains, manufac-
turing companies and Alexander
Hamilton Life Insurance Co. Mr.
Ross is developing a corporate risk
management philosophy for the
companies, which each have local
risk management responsibilities.
He reports to James Pinkerton, ex-
ecutive vp of administration. Pre-
viously, Mr. Ross was director of

insurance and risk management

for Nalco Chemical Co. in Oak
Brook, lll. Fred R. Dietz has re-
placed him, reporting to R.M.
Bloom, vp and controller. Mr.
Dietz is responsible for imple-
menting corporate property and
casualty programs. He was pre-
viously with CLC of America Inc'.
in Chicago as corporate risk man-
ager. CLC recently closed its Chi-

cago headquarters to move to
Houston.

At Champion International
Corp. in Stamford, Conn., the
benefits department has been
reorganized under the direction of
Dave Schutte, director of benefits.
John Alberto, 27, was promoted to

Decision of the

Federal Government

allows \N/] C | to offer

low cost long distance

telephone service.

manager of benefit planning and
reporting from senior benefits ana-
lyst. His added responsibilities in-
clude employe benefit communi-
cations and government agency re-
porting. Mr. Alberto retained du-
ties assisting the corporate labor
relations staff and business units
in benefit plan design and imple-
mentation as well as working on
plan costs and analysis. Two addi-
tional benefit analysts report to Mr.
Alberto in the reorganization.
Sarah Mullady, 50, was promoted
from senior benefits analyst to
projectmanagerinchargeofdevel-
opment and maintenance of bene-

fit policies and projects in health
care cost control studies. She also

If your business spends more than $500 a month for long
distance telephone calls, chances are you can reduce
your cost

Long distance calls cost less when you use MCI with Bell
. . . we're part of the telephone system.

For complete information call Carl Vorder Bruegge, Sr. V.P.

(202) 8724 600

or write

MCI Telecommunications Corp.

MCI Building, 17th & M Streets, N.W.
Washington, D.C. 20036.

Please 0 send [J call (with) full details about how
MCI can save me money on my long distance

telephone costs.

Name
Company

AdmpA

| City State

Telephone NN

Title

7P

81 2791

LONG DISTANCE TELEPHONE SERVICE FOR BUSINESS

MCI Building, 17th & M Streets, A.W.
Washington, D.C. 20036, (202) 872-1600

implements state and federal laws
affecting benefit plans. Mike
Hauer continues as manager of
benefit administration with re-
sponsibility for claims processing
and recordkeeping for all benefit
plans.

Mary W. Louaillier, 28, was pro-
moted to risk and insurance coor-
dinator from insurance adminis-
trator at Zapata Off-Shore Co. in
Houston. Her responsibilities in-
clude primary administration of
property insurance and contrac-
tural risk analysis, reporting to risk
manager Jean Reynold-Lippman.
Ms. Louaillier has been with Za-

pata since 1970.

Gerald VW. Blanchard, 31, has
been hired as insurance and claims
manager atMichigan Farm Bureau
in Lansing, Mich. He replaces Jack
Barron, who joined Planet Corp.,
as reported. Mr. Blanchard reports
to Roger Jones, vp of administra-
tive services. He previously was of-
fice manager and bookkeeper for
the A. Richard Ash Agency, repre-
senting Penn Mutual Life Insur-
ance.

Thomas J. O'Malley has been
promoted to insurance and bene-
fits coordinator for Eberhard Fa-
ber Inc. in Wilkes-Barre, Pa. Pre-
viously, Mr. O'Malley was benefits
clerk for four years. He reports to
director of industrial relations, Wil-
liam S. O'Neill.

Rita Garcia

has been pro-
moted to direc-
tor of risk man-
.4 4 agement at Cas-
tle & Cooke in
San Francisco.
She was pro-

moted in part

because risk

. management
Garcia g
has

become
more important due to escalating
insurance costs, extension of cor-
porate liability and an increase in
self-insurance limits, according to
her boss, company treasurer C.P.
Rainey. Mrs. Garcia, who joined
the company in 1970 and became
insurance clerk in 1973, most re-
cently was risk manager. Dennis
Taugher, formerly assistant risk
manager, has succeeded her.

Charles A. Abbick, 41, is build-
ing an insurance department for
Milwaukee-based Clark Oil Co. as
the company's director of corpo-
rate insurance, a new position. Re-
porting to chief financial officer
Jack Bruss, Mr. Abbick is bringing
together insurance functions that
were scattered throughout legal,
real estate, treasury and human re-
source departments. Previously,
the insurance department con-
sisted of a director of claims, Mar-
vin Faust, and a claims manager,
Vincent F. Domine. Mr. Faust has
left the company while Mr.
Domine has been promoted to in-
surance manager. Under Mr.
Abbick's direction, the insurance
department has been expanded to
six staffers. Mr. Abbick previously
was manager of general insurance
for Gould Inc. in Rolling Meadows,
Ill. Gould hasn't replace him.

Kerry Clem, a December 1978
MBA graduate of the University of
Georgia, joined Esmark Inc. in
Chicago Jan. 1 as associate risk
manager, a new position, reporting
to Gary Bausom. His responsi-
bilities include administration
of casualty programs, including
workers compensation, auto, gen-
eral and product liability.

we'd |ike to report on staff
changes in your risk management
or emplove benefits department.
Just drop a note to Rebecca A. Fan-
nin, Business Insurance, 708 Third

Ave., New York, N.Y. 10017 or can
212-986-5050.



Blue Cross's life bid ...

Continued jom page 1
acquisition. "Once a review of the
statutes revealed that the Blue
Cross plan was authorized to pro-
vide only comprehensive health
care coverage, the commissioner
did not take the matter further,”
the insurance department's attor-
ney said.

John J. Kennedy, vp of market-
ing for the Connecticut plan,
admits that Blues officials are
very disappointed the plan will not
be allowed to participate in the life
insurance marketplace.

Meanwhile, there are reports’

that people at the Blues consider
the decision more than a little dis-
turbing, especially since the acqui-
sition would have met all the re-
quirements under the holding
company laws.

Blues officials feel-and the in-
surancedepartmentafteracursory
examination agrees-that:

- The proposed acquisition
would not have deterred American
Professional Life Insurance Co.
from being licensed to write a line
of insurance it was licensed to
write prior to the acquisition. (But
ironically the companydidn't have
any licenses to write any lines of
insurance at the time.)

. The acquisition would not
have jeopardized the financial sta-
bility of the subsidiary.

- Post-acquisition
would not have had any impact on
the shareholders of American Pro-

activities

fessional, since the sole share-
holder is the seller, who would
cease being an owner.

The insurance department, how-
ever, did.iot feel that the Blues ac-
quisition met the last requirement
under the holding company law
which states- that an acquisition
must be in the "public interest." A
Blues acquisition would not be in
the public interest, said Mr. Bou-
cher, chief counsel for the depart-
ment, simply because selling life
insurance is not authorized under
the statutes. Consequehtly, it
would have been illegal.

One-stop shopping

Ralph Elliott, a Dover attorney
who repesented the seven insur-
ance compariies-Aetna, Trav-
elers, Connecticut General, Hart-
ford Fire, Prudential, Metropolitan
Life and John Hancock-when
they opposed a Blues entry into the
life insurance market, takes the in-
terpretation of the decision even
further.

"Blue Cross is given preferential
treatment-xemptions from all
taxes except premium tax, hospi-
tal differentials, exemption from
insurance regulation,” Mr. Elliott
said. "The legislature gave the plan
special status, but in return im-
posed a limitation on the kind of
business the Blues could market.”

To allow the Blues to engage in
marketing life insurance without
the approval of the legislature
would have been a violation of the
equal protection laws of the Con-
stitution, Mr. Elliott argued.

However, reports are also circu-
lating that Blues attorneys are
questioning the soundness of a de-
cision that hangs on this point
alone without consideration to the
overall advantages such an acqui-
sition wouldbringtosmall and me-
dium sized employers.

Blue Cross & Blue Shield of Con-
necticut Inc. decided to buy Amer-
ican Professional, Mr. Kennedy
elaborated, to extend a "one-stop
shopping” feature to small and me-
dium sized employers.

"Unions and large corporations
are sophisticated buyers-they
shop around for health, life and ac-
cidental death and dismember-
ment policies until they find one
where the price and level of bene-
fits are right," Mr. Kennedy ex-
plained. "The small guy, however,

finds it more appropriate and de-
sirable to deal with one supplier.”

The Blue Cross plan simply
wants to increase its ability to write
a package of life insurance and ac-
vidental death and dismemberment
coverage, but providing Connecti-
cut employes with comprehensive

health care would still have been

the primary objective of the plan.

Effect elsewhere

Despite the insurance depart-
ment's assurances that the de-
cision is limited, applicable only
within the borders ofConnecticut,
Mr. Kennedy, vp of marketing for
the Blues plan, is concerned that
insurance regulators and insur-
ancecompanyexecutiveswilllook
upon the decision in Connecticut
as a precedent.

"The state of Connecticut is the

insurance capital of the world-a
decision here is looked upon as a
precedent, like it or not,” Mr.
Kennedy noted.

Even Mr. Boucher reluctantly
admits that the Connecticut insur-
ance department has been flooded
with requestsforacopy of thedeci-
sion from other insurance depart-
ments and insurance industry rep-
resentatives.

Some Blues officials are still
wondering why this controversy
surfaced in. Connecticut when
Blue Cross and Blue Shield plans
have acquired life insurance com-
panies in the past. Presently, Blues
plans in approximately eight states
own life subsidiaries-lllinois,
Texas, Ohio, California, South
Carolina, Minnesota, Colorado and
Wisconsin.

Insurance regulators in these
states where Blue Cross owns life
insurance companies have re-
ceived no complaints from the in-
surance industry about Blues sub-
sidiaries. And these insurance reg-
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ulators attested to the fact that
Blues in the life marketplace does

not pose any regulatory problems
for the states.

Already in business

Last year, Fort Dearborn, the
subsidiary of Chicago's Health
Care Service Corp., reported
$852,000 in profits on the parent
company's initial investment of
$3.3 million. It expects to maintain
that pace this year. Fort Dearborn
boasts of $1 billion oflifeinsurance
in force and a license to operate in

16 states.

Group Life & Health of Dallas,
believed to be the second most
profitable life insurer owned by a
Blue Cross & Blue Shield plan, has
$3.2 billion of life insurance in
force and is licensed in three states.

The most recent Blues acquisi-
tion was made by Ohio Medical In-
demnity (Blue Shield of Ohio)
when it purchased the Mansfield
Insurance Corp. and started mar-
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keting group life insurance at the
beginning of the year.

Most insurance regulators re-
fused to comment on the actual de-
cision in Connecticut, saying that
it doesn't apply in their particu-
lar states. However, all regulators
contacted by Business Insurance
recognize that this decision will
have a profound impact on future
Blues acquisitions. As a spokes-
man for Ohio's insurance depart-
mentnoted,"insurancecompanies
are now aware that they can op-
pose Blues market expansion into
other areas." Acquisitions that
may have been overlooked last
year will now attract closer scru-
tiny by competitors, he added.

"Quite frankly, we're a little con-
fused as to why the insurance in-
dustry in other states has not
raised these questions before we
did," pondered John E. Ahearn,
counsel for Aetna Life & Casualty
Co. "l think it's possible that the

ramifications of such a move have

simply been overlooked."” -

Richard J. Daley Plaza,

Chicago, lllinois

for. In addition, your peers
will provide valuable in-

sighs ona vy of

timely topics that affect

you. Result? You'll get
constructive solutions to

today's problems. But

more importantly, you'll
know who to call for an-

swers to tomorrow's

questions.

1 INNOVATION '79 is all
of us working together for

The world's largest forum for risk man- each of us. People using their knowledge
agers and insurance pr6fessionals will to insure a brighter future for you. That's
keep you up-to-date on the latest busi- why as we keep growing, you'll keep
ness trends... people like Leslie Dew growing. For information: Conference

and Maurice R. Greenberg will tell you
what to look into-and what to look out New York, New York 10017;212-557-3226
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classified advertising

RATES AND CLOSING TIME- $3 00 per hne,minimum charge $15.00 Cash w:th
order. 'Figure all cap hnes (maximum-two) 30 letters and spaces per line;
upper & lowercase 40 per line Addtwo hnesfor bornumber Rephes are

fonuarded daily. Closing deadhne Copy in written form in Chicago

office not later than noon, Friday, 10 days preceding publicatton date. 1

"O'Keefe International
Adjustment Companies, Inc.,
P.O. Box 16168,
Phoenix, AZ, 85011,
area code 602-264-3439,
cable address "LOKADCO"
"We Will Handle Your Claim
Anyplace In the Free World"

CONSULTANT

Published evemotherMonday.D:splay classified takes card rate of#36.50 Insurance and risk management con

per column inch, and card discounts on size and equency Mail ads to

sulting firm seeking professionals
for its Dallas office and expanding

Bustness Insurance, classified advertising dept., 740 N Rush St,Chtcago, Washington, DC, office position
llinots 60611 312/649-5340 or 312/649-5239

HELP WANTED

AGENCY LARGE UNES
PLACEMENT MANAGER

A Midwestern insurance agency is desirous of
establishing a large hnes placement depart-
ment and is seeking an underwriting manager
to manage and develop this department

The applicant should have a minimum of five
years casualty underwriting experience in
large accounts with an insurance carrier and
be able to effectively negotiate price and terms
with underwriters

Excellent salary and fringe benefit program

Box 224, BUSINESS INSURANCE
740 Rush St Chicago, Ill 60611

BROKERAGE
OPPORTUNITIES

(Sample listings)
COMMERCIAL PRODUCER $35K
This firm seeks the addition of a
proven commercial producer to three
of their SE facilities They enjoy top
20 ranking plus an outstanding rep
utation for their sales, service, and
marketing concepts A true producer
of commercial lines will also enjoy
top salary, company vehicle, liberal
expense account and a unique in
centive program Jumbo and/or self
insurance experience preferred but
not mandatory
LOUISIANA ACCOUNT EXEC $30K+ +
Large national brokerage seeks tai
ented individual, preferably with a
casualty underwriting background
and existing experience in servicing
commercial lines Will have no pro
duction duties Position exist also
within same brokerage for expert
encedm arketing (placer) AE
CALIFORNIA AGENCY $45K+
Salary is highly negottable for a
proven producer of West Coast cor
porate accounts Position will involve
talented individual to work with Risk
Manager/Insurance Mgr in dual
capacity of producer and service
maintenance Leading candidates
will have jumbo commercial expen
ence and be knowledgeable of self
insurance programs

Contact: Jim Gilbert
INSURANCE RECRUITERS, INC.
3707 Rawlins, Suite 416
Dallas, Texas 75219
AC 214 528-0090

ACCOUNT
EXECUTIVE

Due to agency expansion, we
need a hard working, self-start
ing commercial account execu-
tive Our medium size Chicago
Loop agency is a subsidiary of
a Fortune 100 company Prior
property casualty experience
with an agency or company is
desirable

We offer a competitive salary
and excellent benefit package
Send resume in confidence to

Box 221, BUSINESS INSURANCE
740 Rush St., Chicago, Ill. 60611

ACCOUNT
MANAGER

CORAL GABLES
FLORIDA

Large progressive international
agency seeks individual with
minimum 5 yrs property/casu-
alty experience to assume re-
sponsibility for large corporate
clients Requires excellent com-
munication skills and must have
marketing skills with large
Agency or National Broker
Prefer College graduate with
Major or minor In insurance.
We offer an excellent salary
and benefits package and op-
portunity
FRANK B. HALL & CO.
Send Resume in confidence, to

Box 222, BUSINESS INSURANCE
740 Rush St., Chicago, 111 60611

- Equal Opportunity Employer -

Compugraphic

Risk Management

We are looking for a college graduate with at least two years of corporate
insurance experience to administer the day-to-day activities of our insurance

program Responsibilities will include

1) Participating In the selechon of new insurance policies and deductibles
2 ) Directing our loss prevention activities

3 ) Developing the systems and controls that we will need as we greatly
Increase our level of self-insurance

4 ) Reviewing claims and billings
5 ) Monitoring our loss experience

In addition to these duties, analytical assignments in our Leasing and Rental
Ee%artments will be used to broaden the financial background of the person
ire

The ideal candidate will be a #2 or #3 person in a Fortune 500 company, with at
least two years of corporate insurance experience An MBA,s desirable to take
full advantage of this excellent opportunity for personal and professional growth
Please send your resume, including salary history, to Richard L Bye

Compugraphic offers excellent starting salaries, a full range of company bene-
fits, promotions from within, excellent profit sharing, pension plan, and is conve-

niently located

compugraphic

80 Industrial Way
Wilmington, MA 01887
(617) 944-6555

Listed New York Stock Exchange
An Equal Opportunity Employer

offers unique career opportunity for
Individual interested In advising ma
lor corporate clients Applicants
should have minimum of 7 years
experience In commercial property
or casualty insurance and/or risk
management, as well as some prov
en sales experience Send resume in
=onfldence to Wm B Brown, Risk
Consultants. Inc. 2915 Providence
Road, Charlotte, N C 28211

J R/M L

CAREERS

RISK CONSULTANT to $32,000+
Successful growth has created a
new position with this established
firm MBA plus 25 year financial

analysts exp needed Heavy Ber
muda contact

INSURANCE DIRECTOR to $30,000+
Energy related holdirg company
seeks 48 years corporate insur
ance and staff mgt expr Any
capital construction and wrap up
expr a plus

HOSPITAL R/M to $30,000
Modern and growing medical com
olex desires solid general Insur
ance administration expr Any self

nsured and loss control expr de
ilreable

DASUALTY SPECIALIST to $30,000 +
East coast Diversified international
marketing firm staffing position
3 6 years casualty program design
and placement Engineering expr
prefered.
ALL FEES PAID PARTIAL
NATIONAL LISTINGS
Apply by resume or call
Donald Delaney
INSURANCE RECRUITERS, INC.
i 3707 Rawlins, Suite 416 =

---1 Dallas, Texas 75219
214/528-0090

r Professional Risk Management Tools 9
Automated information systems for Controlling
and admmistering cost of r,Si

>cningrate<

Senator...

Continued from page i
quirements for the "subscriber”
membership class

In addition, he proposed to ex-

[6411 5 ,1]0 I..iIiS )|tend time limits on claims against

CORPORATE DIRECTOR
RISK MANAGEMENT

ur Midwest client is seeking thei

insolvent syndicates, changing the
liquidation order for an insolvent
syndicate's assets and elimmating
certain exclusions on security

f(i)rst Risk Manager to establish a fund guarantees against insolven-

corporate wide program for their
multi manufacturing plant locations
Seeking Innovative financially on
ented insurance manager with good
supervisory and comunication skills
Salary to $35.00 with an opportunity
to assume greater responsibility

Jim
Williams

INSURANCE PERSONNEL RESOURCES

970 bihi,ee ad N W Swi 672
/untd Geo=/7 30305 (4044 262 2972

UNDERWRITERS

Established Excess & Sur

plus/Managing General A
gent needs property/casual
ty underwriters If you have
2 5 years of underwriting
experience with a standard
carrier, are willing to re
locate and are looking for
a real challenge/growth
position, please contact
Ms. Mary Marines, V. Pres.
Horan, Goldman
Companies, Inc.

Two Bryn Mawr Ave.
Bryn Mawr, Pa. 19010
215-527-4400
Openings in Bryn Mawr, Pa.,
Cherry Hill, NJ & New York

City offices.
An Equal Opportunit Employer

Cles

Sen Dunne doesn't plan to hold
any public hearings on his new
proposals because of "the light
turnout" at hearings held by the
insurance department during 1978
But his latest revelations appear to
have caught some observers by
surprise, particularly his displea-
sure with parts of the proposed
constitution An aide to Governor
Hugh Carey, a backer of the ex-
change, groused that all proposals,
records ofdiscussions and the final
proposed draft of the constitution
have been available to Sen Dunne
since mid-December

Sen Dunne himself had agreed
to the 45-day legislative review pe-

nod for the draft constitution and

bylaws "He should abide by those

rules,” said the governor's aide

Any delay in approving the con-
stitution and bylaws governingthe
operation of the exchange could
thwart plans to begin moving by
April to get the exchange opera-
tions established

All of this is notwithstandingthe
added time Sen Dunne now be-
lieves is needed to set up support
facilities for the exchange if it is to

........................ beef'fective His week-long tour

YOUR AD

I WILL GET :

through Lloyd's inlate Januaryap-

) parently impressed upon Sen

Dunne the necessity of slowing
down and doing the Job properly,
so the exchange is sure to have effi-

- cient administrative capability

RESULTS

Insurance Brokers

We are a full service major multi-national insurance firm with
attractive career opportunities in our major New York City location

for:

ACCOUNT EXECUTIVES
ASSISTANT ACCOUNT EXECUTIVES

We offer very competitive salaries and excellent fringe benefits.
For complete confidentiality, please send resume or letter to

our management consultant

Mr. Dennis Mann

Miller Advertising Agency
850 Third Avenue, New York, New York 10022
Equal Opportunity Employer M/F

personnel

ADMINISTRATOR
BENEFITS
CORPORATE

We re a multi-plant manufacturing leader in our in-
dustry and a division of a Fortune 100 Corporation
with new growth-created challenges for us and for
you. We are building one of the most dynamic, innova

tive, personnel benefit teams in the country and in
order to accomplish this task we have expanded the
department and created a need for a Corporate Benefits
Administrator As the Corporate Benefits Administrator
you will have the opportunity to utilize your profes-
sional talents and creativity in designing and admin-
istering comprehensive benefit programs

Position requires 3 or more years of related experience
at the Corporate level and a strong background m pen-
sion and welfare administration, ERISA compliance
(reports & disclosure), benefit analysis for collective
bargaining, the ability to interface with top manage-
ment is compulsory Experience in working with in
surance carriers, fund administrators and other third
party providers helpful. A degree ts preferred

The rewards are many Salary and benefits are com-
petitive and the Corporate visibility is outstanding
Send resume with complete salary history to-
Box 223, BUSINESS INSURANCE
740 Rush St. Chicago, Ill. 60611
An Equal Opportunity Employer M/F/H

"l was surprised attheamount of

. work Lloyd's puts Into its backup

services," he told Bwiness Insur-
ance while still in London "The
New York exchange like any in-
surance Center, is clearly going to
need the same sort of extensive fa-
cilities It might turn out to be less
effective ifit doesn'thavethe same
wide range of services | saw for
myself m London We have waited
so long for this in New York that
we don't want it to open precipi-
tately It is becoming clear to me as
a result of my trip to London that
an administrative setup as compre-
hensive as that at Lloyd's cannot
be put into effect overnight |
would thmk a realistic figure for
the time it might take to install the
full extent of these facilities in the
New York exchange and to deal
with related matters would be 18

months *

It's possible that Sen Dunne's
new doubts about the proposed
constitution involve provisions for
the exchange's security guarantee
fund, since he Indicated while in
London that he might have to "re-
examine parts of the constitution”
relating to management of the
guarantee fund in light of his visit
at Lloyd's

"We have got to have (a security
guarantee fund) that will fully
meet all claims and which is an ad-
equate substitute for the unlimited
liability that Lloyd's provides,"
Sen Dunne said.

He cautioned against "undue
haste" in trying to launch the ex-
change, andnoted"wemayhaveto
put in some additional provisions
with regard to the startup ofopera-
tions ™

Donald Kramer, architect of the
New York Insurance Exchange
and an influential member of the
Committee of 13, reacted to the
prospect of delays with dismay,
warning that any Mowing of the
momentum that has been building
could serious hurt the in-
surance exchange's chances for

success



Campus ...

Continued from page 1

Alameda County Superior Court
seeking reversal of the board of re-
gents decision to appoint Mr. An-
derson directdr of risk manage-
ment and "is giving thought" to li-
bel action at the same time. The
possible libel action stems from an
unfavorable

report on the

university's risk management
made last year by an inter-

Court rules

SeXxXxes earnm

same benefit

By JERRY GEISEL

PORTLAND, Maine-In April
1978, the Supreme Court ruled in a
landmark case that it is unlawful
for a pension plan to require
women to contribute more than
men to receive the same benefit.

Now a U.S. court of appeals has
gone one step further and said if
unequal contributions are unlaw-
ful then it is also discriminatory for
an employer to operate a plan in
which male and female contribu-
tions are equal, but in which
women receive smaller benefits
than men.

At issue was whether pension
plans could pay smaller pension
benefits to women since studies
show that women on the average
live longer than men and thus
receive pension benefits over a
longer period of time.

The case involved a money pur
chase pension plan operated by
Colby College, a small liberal arts
collegeinWaterville,Maine.Under
the plan, men and women em-

ployes made equal annual contri-
butions toward their retirement

benefits.

When an employe retired, the
college purchased an annuity from
the Teachers Insurance Annuity
Assn. and College Retirement
Equities Fund with the premiums
the employe contributed during
his or her years of employment.

However, the monthly annuity
benefit that a female received was
smaller than the male's monthly
benefit even though the same
amount of premiums had been
contributed. Colby College con
tended the difference in annuity
benefits was based on the actuarial
fact that women live longer after
retirement than men and thus col
lect pension benefits over a longer
period of time.

But the appeals court ruled that
the Colby plan violated the Civil
Rights Act of 1964 forbidding sex
discrimination against any indi
vidual in employment practices
and compensation.

Thus, while women as a class
may outlive men as a class, there
was no assurance that any individ
ual woman employed by Colby
College would fit the generaliza
tion on which the monthly annuity
benefits were based. As a result,
sex discrimination was involved
since an individual woman might
not outlive an individual man, yet
she would receive a smaller
monthly benefit.

"The case represents a continua
tion of the trend toward eliminat
ing any appearance of sex discrim
ination in pension plans,” noted
Richard Sears, a partner at Kwasha
Lipton, the national consulting
firm.

Theimpactofthedecisionislim
ited to colleges around the country
maintaining defined contribution
plans similar to Colby's. Most
other employers maintain defined
benefit plans in which the monthly
retirement benefit for men and

women are equal. a

university task force.

Mr. Deness, who continues to
work in the university's risk man-
agement department, said "Our
aim is not to take thejob away from
Mr. Anderson but to restore my

reputation,” which he claims was
badly damaged in the risk manage-

ment recruitment process.

Twice last year the university
sought to fill the director's posi-
tion, advertising both times and in-

viting Mr. Deness to apply each
time. Mr. Deness said he was told

he was one of the finalists for the
job during the recruitment effort.
When the first recruitment effort
failed, the proposed salary for the
position was increased to the
mid-$40,000 range from the $30,000
to $35,000 originally offered.

INn his new position, Mr. Ander-
son reports to the assistant vp-
business management. It's not

known what, if any, added respon-
sibilities Mr. Anderson will as-
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New campus liability risk plan

A new "combined per occurrence pro-
gram" for professional, medical and hospital
liability-the first of its kind in California-
has been established atthe UniversityofCal-
ifornia, according to Stephen J. Deness, who
until last month was acting systemwide risk
manager for the university's nine different
campuses.

The program includes a $5,000 shared de-
ductible per occurrence, and resulted in a
$1.3 million savings on medical malpractice
insurance premiums for the university, Mr.
Deness told a workshop meeting of the
Northern California chapter of the Risk &
Insurance Management Society.

To fund losses within the deductible, a $1
million trust fund was established .with
Bank of America. The university then pays
the first $200 of each claim, plus 50% of the
next $10,000 loss.

risk mamagement
O repons===r= .

Here's a practitioner's working
concise .

tool that's clear .
and specific.

100

In exchange forthe deductible, a premium
discount of $1.6 million was negotiated with
Truck Insurance Exchange, member of the
Farmers Insurance Group, primary insurers
of the university's malpractice program.

The Farmers Group has been providing
coverage for the university through the Cali-
fornia Hospital Assn. for the past five years.

Excess insurance written by severalinsur-
ers including Lloyd's and associated under-
writers, National Union Insurance Co. and
Fireman's Fund Insurance Co. provide the
university with liability limits of $25 million.

Premiums forthe coveragereachedamax-
imum $16.9 million in fiscal 1976-77. How-
ever, "legislative trends and the university's
strong risk management posture,” Mr. De-
ness said, madeit possibleto negotiatelower

premiums which total $14.9 million for fiscal
1978-79.

Risk Management Reports are
brought to you by experts in the field.
The editor of Risk Management
Reports is H. Felix Kloman, president
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Model liability bill...

Continued f-om page 1

form itself. 'Instead of refording
the tort system, the bill only identi
fies it," charges Edith Lichota. as-
sistant treasurer of the Carborun-
dum Co. Ttere is an urgent neec
for a mod€1 bill, she said, but "this
isn't it.”

The model bill, which was un-
veiled last month, is designed for
state adogtiin. It is an attemp: to
end current inconsistencies from
state to state in the tort litigation
system-: factor causing uneer-
tainties in measuring product risks
and contributing to the rise in

product 1.aoility insurance pre-
miums.

These Lncertainties would be
eliminated through a unifcrm
product liability law that woild
give insu.ers the predictabi_ ity
they say is needed to assess anc
quan:ify prcduet exposures.

Major provisions of the model
bill include:

= Wholesalers and distributors
generally are notliable. They could
only be in a product liability suit if
the manufacturer were insolvent
or if they had a reasonable oppor-
tunity to discover a product defect
that caused an accident.

. Manufacturers could not be
held liable if a product is altered or
modified without their permission
and the alteration caused the acci-
dent.

- State of the art becomes a
stronger defense.

. In most cases, products are
presumed not defective after 10
vears.

, Manufacturers are responsible
only for the "useful safe life" of
their products.

- Pain and suffering damages
generally are capped at $25,000.

- A judge determines the
amount of punitive damages.

. INn some cases, an injured
workercouldeollectthefull lossof
wages from tis or her emplo.ier,
rather than just the wirkers corn-
pensation benefit, and nolonge-be
able to sue the manufacturer.

Employer liability

Insurers are very concerned
aboutthelastmentionedsectionof
the bill. Tnat radical alteration of
the workers compensation system
would come into play if the a 2ci-
dent occu-red more than 10 years
after the product that caused the
injury was first sold and if the em-
ployer failed to properly maintain
the product. An employe could no
longer sue the manufacturer.

"On first blish, the section tha:
brings an employer into a wcrk-
place injury suit raises very seri)us
concerns,' said Dennis Connclly,
counsel for the American Ins ur-

ance Assn. in New Ycrk. "We,are

very ioncerned about b-inging an
employer in:c the tort litigation
system...
worwhile.™

I'm notsure wnetheritis

BL:.Ohr O'Sullivan, ser.iorvpat
Marsh dc MelLennan in New York
noted *at nalciAg the employer
respcnsible 'o a greater share o f
the =z ost cf the worker's injury
wou.d give companies "an incen-
tive fDir risk pr.vention ihat didn't
exist before . . . The employer
would now have an additional ex-
posure above and beyond workers
compensation.’

Hc wever, government sources
concede that the section of the bill
dealing wi-h workplace aicidents
is weak and say it will te revised.
They vouldrok say what they have
in mind.

Som E business groups were dis-
appcnied :hat the Commerce De-
partment dicin't propose an elimi-
natic n :,fa manufacturer's liability
after a Derain number of years-
probal=ly 10-tom thetim-a prod-
uct was' first sold. The Commerce

bill says products are presumed
not defective after 10 years and af-
ter that it would be up to the plain-
tiff to provide "clear and convine-
ing evidence proving otherwise."
"We feel that a rebuttable statute
of repose will not provide the pre-
dictability that a fixed time statute

of repose would offer," said James
Buente, insurance committee ex-
ecutive for the Pennsylvania
Chamber of Commerce in Harris-
burg.

But Washington attorney Ri-
chard Fay of Reed, Smith, Shaw
and McClay said a bill with arj ab-
solute time cutoff for liability
would be unacceptable to con-
sumer and other powerful groups
and would endanger the accept-
ability of the entire bill.

Pain and suffering

In addition, a rigid time limita-
tion on mMmanufacturers’ liability
would arouse intense opposition
because it would doom some meri-
torious claims and could "signifi-
cantly diminish the incentive for
risk prevention,” noted Mr.
O'Sullivan of Marsh & McLennan.

Most observers approve of the
$25,000 limit for "pain and suffer-
ing” that would be imposed unless
a plaintiff suffered permanent seri-
ous disfigurement, impairment of
bodily function or permanent
mental illness.

"The cap on pain and suffering
probably will be looked upon fa-
vorably in the business commu-
nity since this is something very
difficult to quantify equitably,”
said Mr. Lee of the Chamber of
Commerce. But Mr. Lee, along
with other observers, questions
whether such a limit could survive
a constitutional challenge.

There also is some doubt about
whether the Commerce proposal
to establish arbitration boards to
decide cases where damages in-
volved are under $30,000 would ac-
tually work. Mr. Buente of the
Pennsylvania Chamber of Com-
merce believes it might be difficult
to recruit the appropriate experts.

Mrs. Lichota of the Carborun-
dum Co., also complains the Com-
merce Department proposal falls
short of also limiting the scope of
punitive damages. "It still doesn't
make punitive damages depen-
dent in any way on the size of com-
pensatory damages so that
theoretically even though you
have a judge assessing damages,
you could have punitive damages
greatly exceed the amount of com-
pensatory damages and that has

been a ingjor problem," she said.

Punitive damages

Other observers took the pro-
posal to task for failing to require
that punitive damages go into a
general rehabilitation fund rather
than to the plaintiff. Victor Sch-
wartz, the Commerce Department
official who led the drafting of the
bill, said there would be legal prob-
lems with funneling punitive dam-
age awards into a general fund.

Insurers declined to speculate
on the possible effect passage of
the model bill by the 50 states
would have on product liability in-
surance premiums.

In addition, a crucial variable
that would shape the impact of the
model bill on premiums would be
how the courts interpret the vari-
ous provisions, Mr. Connolly said.

But Mr. O'Sullivan of Marsh &
McLennan believes passage of the
model bill in the major industrial
states would probably stabilize
premiums because underwriters’
preception of the tort law would
change. No longer would isolated,
unreasonably decided cases be
considered trend, he said.

The introduction of the model
bill should end the nearly three-
year-old debate on whether the
states should act to change their
tort laws without waiting for Con-

gress to pass a federal bill. a
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Paul Colony, managing vice president, tells how A&A works from a client's point of view:

"We show clients how tomaximize their product liability risk dollar:’

"The cost of product liability

insurance continues to climb be-

cause claims costs continue to

increase. The problem is finding
the broadest coverage available for
each dollar of premium. The first
thing we'll do is analyze the ex-
posure and past losses. Our anal-
ysis might suggest a self-insured
retention or a deductible. Or it
could mean looking into the feasi-
bility of a captive insurance com-
pany. We're flexible in seeking the
right solution for each company's

individual needs. From the client's
point of view, it's the bottom line
that we have to worry about."
Working from a client's point
of view is our way. In Los Angeles,
where Paul Colony is based. And in
over 110 cities here and overseas.
That means working as allies, solv-
ing business problems togethen
Oneof the biggest is the product
liability area, and we have the
talent and technology to develop

programs for the greatest bottom
line benefits.

We think our dedication to

acting as an ally of the clients we

represent is a big reason why A&A
has become a worldwide leader in

the insurance brokerage and finan-
cial services business. We have the

facilities, expertise and strength to
actaseffectiveallies.VWeworkfrom

the client's point of view, whether

the corporation
is large or Alexander

small. 8Alexander

The Allies



