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Trapped ships may cost
insurers $400 million

LONDON-Insurers face $400 million in
losses after a judge set a precedent for inter-
preting the marine insurance policies on the
72 vessels trapped in the Shatt-al-Arab wa-
terway by fighting between Iran and Iraq
(BI, Sept. 14).

In a test case invo.ving the motor cement

carrier Bamburi, the judge ruled that un-
Continued on next page

Benefit cuts on horizon?
By BILL DENSMORE Recently negotiated pacts

contain health concessions
The decade-long tradition of building richer employee benefit

programs could break apart this year.
The sour economy coupled with continued increases in health

care costs is making it especially difficult for employers to keep up
with the cost of bigger and better health benefit programs, benefits
managers and consultants say.

"We're telling our clients now, 'If you're doing your budget,
assume a 25% increase in health claims costs,"' says John J. Con-
nelly, vp of employee benefits for consultant Maury, Donnelly &
Parr Inc. in Baltimore.

In response, recession-wounded companies are asking their
union workers to consider contract concessions that include re-

duced health benefits or bouncing some of the costs back to the
worker (see related story). The likely cost-control steps range from
more health education and more mandatory second surgical opinion
programs to promote wiser use of medical facilities by employees to
higher deductibles and more coinsurance to make employees directly
responsible for more of their health care costs.

"There was a time when for a company to talk about a benefit or
wage cutback was considered a no-no; you couldn't even con- 4,/:

sider them," says Leonard Mactas, a managing partner at .-... /.
Kwasha Lipton, a benefits consultant based in
Fort Lee, N.J. "Both of those axioms of busi- -r--
ness have kind of seen their day." ---

In some cases, "takebacks" already have
been negotiated with unions; at other com-
panies, white-collar health care benefits, .
along with other benefits, have been re-
duced.

General Motors Corp., apparently posi- ,
tioning itself for early bargaining with the

Continued on page 12
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Self-insurers, captives
don't need regulation

By KATHRYN J. McINTYRE

State insurance departments should not adopt
new regulations governing self-funded or captive
insurance plans, risk managers say.

Nearly 3-to-1, risk managers responding to the
most recent Business Insurance Risk Manage-
ment Board survey said state insurance commis-
sioners should not have any more regulatory
control over self-insurance or captive insurance
companies than currently exists.

Now, states regulate self-insurers of workers
compensation and automobile liability insurance
where it is mandatory. Captive insurance com-
panies located offshore are out of the reach of
state insurance commissioners except when they
are found to be "doing business" in the United
States, such as soliciting clients or issuing policies
on U.S. soil.

A few commissioners, however, are wondering
if the growth of self-insurance and the use of
captives, estimated by one study to together rep-
resent 28% of the real commercial insurance mar-

Continued on page 26

Employee benefits are likely to be fair game at the bargaining table in
auto, rubber, trucking and other industry negotiations during 1982. But it's
too early to tell whether employers will emerge with non-wage conces-
sions on a wide-scale basis, a Business Insurance survey shows.

However, early signs are that scme health benefit concessions are
being made.

In one of the first "pattern" agreements reached this year, involving
55,000 refinery workers, the Oil, Chemical & A,omic Workers bargaining
council accepted an agreement Jan, 11 that may result in union members
having to pay more for health benefits.
In November, 350 union workers at an Iowa meat Packing plant owned by

John Morrell & Co. agreed to start making $12-:-week contributions to
dependent medical coverage after the United Brands Co. subsidiary threa-

tened to close the plan:.
The self-insured plan had been totally employer-paid. The $12-a-

week contribution :s approximately one-
third of the benefit s cost, according to a
United Brands spikesman in New York,
who added that wor Kers accepted a profit-
sharing plan in exchange for wage and bene-
fit concessions.

In mid-December. 79 members of the

OCK? United Auto Workers at Gulf & Western's

Super Tool subsidi: ry, the largest employer
in Elk Rapids, Mict., agreed to accept a
$2.70-an-hour cut in wages and benefits ef-

Continued on page 13
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i Air Florida has up to $500 million
in coverage for jet crash claims

By BILL DENSMORE
and STACY SHAPIRO .****4

INSIDE

WASHINGTON-Air Florida has

up to $500 million in insurance to
cover injury and death claims and
property losses from last week's
crash of a Boeing 737 jetliner into
the Potomac River, according to in-
surance industry sources in London
and the United States.

At least 76 people were killed in
the crash of the Tampa, Fla.,-bound
plane as it took off from Washing-
ton's National Airport and hit a
motorist-packed bridge. Property
and liability coverage is written
under one policy by a consortium
of British, French and U.S. insur-
ers.

The hull was valued at $12 mil-
lion and industry sources speculate
that total liability claims could
range from $25 million to $40 mil-
lion, depending on who was aboard
the jetliner and which state laws

Continued on page 26
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Rescue workers brave the icy Potomac in their search for survivors of the crash.

Mummy's curse leads
to cop's comp claim
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Johns.Manville sues M&M

over asbestos coverage
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-update: Mummy's curse leads
Ships trapped by war covered
Continued frompremous page to cop's comp claim
derwriters are liable for losses on the ships if covered by marine
insurance policies incorporating Institute War Strikes clauses or By EILEEN NORRIS part of the contract," said Michael
American Institute Hull War Risks and Strikes clauses They are Hebel, Mr LaBrash's attorney Mr
also liable to pay on the separate "blocking and trapping" clauses SAN FRANCISCO-A police of- Hebel also manages the police acad-

Most of the vessels, stuck in the waterway since September 1980, ficer who stood guard over the emy for the city and is legal counsel
are either insured or heavily reinsured through Lloyd's of London curse-bearing treasures of Egypt's to the San Francisco Police Officers

King Tut is claiming he was Assn
Toxic shock lawsuit settled seriously hexed while on the as- In a 15-page brief filed with the

signment court, Mr Hebel contends there

TULSA, Okla -Tampon maker Playtex International Inc will George E LaBrash, 56, has sued have been more than a dozen
pay more than $500,000 in a setlement to the family of a 28-year-old the city of San Francisco, asking deaths involving the public display
woman who died 14 months ago from toxic shock syndrome for $18,400 from the retirement of King Tut's treasures since the

The suit, brought by the woman's husband, Jack L Ritter, and system, an amount equal to what he discovery of the tomb in 1923
their two children, originally sought $2 5 million and had been would have received had he been 44 Egyptians believed in a curse,
scheduled for trial in early January in Muskogee, Okla working full-time during the pe- pronounced by Osiris, god of the

The settlement is believed to be the first of more than 200 lawsuits mod of his disability after he suf- dead, on all who should distl.rb the ability benefits under its workers
involving toxic shock syndrome filed against tampon manufactur- fered a stroke dead," said Mr Hebel compensation appeals board
ers About 75% of the cases have been brought against Procter & The San Francisco police lieu- "Mr LaBrash suffered a stroke A Superior Court Judge is ex-
Gamble, maker of Rely, the tampon used by the majority of toxic tenant has received $9,000 to date after having positioned himself, as pected to rule on the officer's law-
shock syndrome victims in workers compensation disability his employment required, 4 to 6 suit against the city, which was

payments feet in front of the golden filed after Mr LaBrash was denied

High court upholds Kaiser Mr LaBrash claims that 24 years mask which for 3,300 years cov- full disability from the state's re-
of cumulative stress as a policeman, ered the head and shoulders of the tirement board

WASHINGTON-Kaiser Steel Co must be given a chance to combined with the stress of guard- mummified god-king Tutankha- Under California law, an injured
prove that a contract provision requiring it to make royalty pay- ing the boy king's golden funeral men state worker may file for full dis-
ments to union health and retirement funds lS illegal before it can mask that held a curse, caused him "Was Mr LaBrash another vic- ability under the retirement system
be held liable for refusing to make the payments, the Supreme to suffer a stroke that left him hos- tim of the curse'>" his attorney and also file for benefits under the
Court ruled last week pitalized for 10 days and off work asked, adding that he spent one workers compensation board,

Kasier has refused to abide by a 1974 contract provision with the for eight months month reading 25 books research- which offers only partial benefits
United Mine Workers that requires unionized coal companies to pay Mr LaBrash is recovered and ing the subject San Francisco Superior Court
a $1 90 royalty to the UMW pension and health funds for each ton of back on the Job The city of San Francisco. which Judge Ira A Brown Jr said in
non-union coal purchased Kaiser said the clause was void because it "We filed suit against the city be- is self-insured for its workers com- court on Jan 12 that he would take
violated federal antitrust and labor laws (BI, May 11, 1981) When it cause the country of Egypt re- pensation, awarded Mr LaBrash the police officer's suit under re-
refused to make the payments for non-UMW coal purchased from quired them to have pol.ce officers $6,500 in permanent disability and view and make a ruling in 30 to 60
Mid-Continent Coal & Coke Co, the union filed suit posted at the King Tut exhibit as a another $2,500 in temporary dis- days

The Supreme Court didn't rule on the legality of the royalty pro-
vision That issue now has to be decided by a lower court Ex-Lloyd's
Stouffer fire not arson: Attorney

WHITE PLAINS, N Y -Attorneys for the busboy accused of
official blasts M&M reorganization

starting the December 1980 fire at the Stouffer Inn say they have
evidence the blaze was accidental (BI, Dec 15, 1980) pending bill directed toward buyer

A state fire investigator determined the fire was accidental but
was told not to write a report by an assistant district attorney, says By STACY SHAPIRO By JOHN W. MILLIGAN
Howard Dryer, an attorney for suspect Luis Marin Mr Marin's at-
torneys have filed a motion asking that the charges against their LONDON-Lloyd's of London NEW YORK-Marsh & MeLennan Cos Inc is giving corporate
client be dismissed, but the state is expected to file a counter motion will become a regulatory body insurance buyers 116 highly visible and powerful people to hold

The fire killed 26 people Stouffer Corp has up to $120 million in under the self-regulation bill now accountable for the handling of their business with the appointment
liability coverage for claims stemming from the blaze pending in Parliament and that's a of new managing directors around the world.

"tragedy," according to R J Kiln, The world's largest insurance broker also is embarking on a major

Hall sued over Texas subsidiary who recently resigned from the reorganization of its international brokerage operations that will
Committee of Lloyd's eventually lead to all such subsidiaries wearing the M&M name

CHICAGO-State Security Insurance Co lS seeking $35 million in The reason that Lloyd's is a sue- except its Lloyd's broker, C.T Bowring
actual and punitive damages from broker Frank B Hall & Co Inc Cess is because of its lack of regula- The new board of managing directors is drawn from M&M operat-
over the alleged fradulent activities of a Hall profit center tion, said Mr Kiln, cnairman of ing managers, account executives and technical service officers, 73

The suit, filed in San Antonio, Texas, charges that Frank B Hall R.J Kiln & Co Ltd of whom are located in the United States with the rest scattered

of Texas (formerly Morris H Kaliff & Son Agency Inc) illegally The powers of the new Council across the world

underwrote outdoor amusement policies from 1973 through 1979 of Lloyd's, as proposed under the These moves, says M&M Cos Inc. Chairman John M. Regan Jr.,
without permission of the insurer, withheld premiums and used the self-regulation bill, should be lim- will identify for each corporate client the M&M person principally
premiums to pay claims directly ited to controlling the market for responsible for its account

This is not the first time Hall has faced trouble from its Texas the protection of the public, the Managing directors also will have a more active voice in setting
subsidiary, acquired in 1975 In 1979, a Hall inquiry into the same policyholder and the Lloyd's com- corporate policy, designed to give the client more clout with the
office showed that questionable business practices had led to a $3 8 munity as a whole, he says, adding power base at M&M.
million misstatement of revenues on the company's Securities and that "protection could have been "The purpose of this board is to give a greater number of the
Exchange Commission filing (BI, May 28, 1979) achieved without this regulatory company's client-oriented executives an active voice in setting pol-

self-regulation bill " icy and assuring the delivery of uniformly high levels of perfor-

Lloyd's appeals Salem award Mr Kiln said that necessary safe- mance and risk management services," the company's announce-
guards could have been supplied by ment said

LONDON-Lloyd's of London lS appealing a court decision or- a bill calling only for new disci- The new title of managing director also solves an age-old problem
dering it to pay Shell International Petroleum Co Ltd 24 million plinary powers or by a disciplinary in the insurance brokerage industry· "What to call our people," says
pounds ($45 36 million) for 011 stolen from the Salem, a tanker amendment to the 1871 Lloyd's Mr Regan The title, borrowed from the investment banking indus-

Shell and Lloyd's are arguing before the Court of Appeal about Act try, "fits closely what we do," he explained
the wording in the marine policy on the ship Lloyd's claims that the 44I am not so sure we could not The reorganization of its international business into its formerly
"takings at sea" peril does not apply in this case have coped in the future with the Continued on page 25

The oil was stolen in 1979 by seven men who manned the ship, Cont:nued on page 4
sold the oil to a South African agency and scuttled the vessel

Metro accident kills three Ruling boosts pension liabilities
WASHINGTON-The Washington Area Metro Transit Au-

thority, the operator of a subway train that crashed last week killing Bv JERRY GEISEL ing agreement can sue his em- the collective bargaining agree-
three people, is self-insured for the first $100,000 of property losses andJACK THORNTON ployer to recover the difference be- ment made the company liable for
Metro's liability and excess property coverages weren't immediately tween the pension benefit promised the pension benefits promised
available Johnson & Higgins is Metro's insurance broker WASHINGTON-An employee by the company and the benefit under the agreement

covered under a collective bargain- guaranteed by the federal govern- When the lower court refused to

nnent dismiss the suit, Heppenstall ap-
inaex In an action that boosts employ- pealed to the 3rd Circuit Court of

errors & ers' pension liabilities, the Supreme Appeals Lawyers for the company
Court last week let stand an appel- said under ERISA an employer's 11-

Around the states 17 Vol 16, No 3-Bustness Inst£r-
BI ticker 27 ance (ISSN 0007-6864) 15 published omissions late court decision that the Em- ability to a pension plan is limited

ployee Retirement Income Security to the 30% of its net worth that the
Classifieds 24 weekly at 740 Rush St, Chicago, Act does not limit corporations' Pension Benefit Guaranty Corp
Editorial opinions 6 Ill 60611 Second-class postage is pension liabilities to a fixed per- can claim The PBGC uses the
Insurance services guide 26 paid at Chicago, Ill, and at addi- • A story in the Jan 4 issue in- centage of their net worth assets to help pay for the retirees'
Letters 6 tional mailing offices Postmaster correctly stated that Jewelers Mu- The case involves a lawsuit filed promised benefits
Markets 11 Send address changes to Bus:ness tual Insurance Co had pulled out of by 16 retired employees of Heppen- On the average, the PBGC guar-
Perspectives 19 Insurance, circulation depart- the U S market The firm did not stall Co, a Pittsburgh-based steel antees about 85% of a retiree's
Washington 10 ment, 740 Rush St, Chicago, Ill, renew some policies last year in the producer that went out of business vested pension benefit The agency

60611, 312-649-5221 Copyright Miami area, says Chief Executive in 1979 and terminated its pension does not, for example, guarantee
1982 by Crain Communications Officer Ron Harder, but lt lS Still plan recent pension benefit hikes
Inc writing Jewelers' policies Business The retirees sued Heppenstall in Heppenstall said the PBGC pen-

Insurance regrets the error U S District Court contending that Continued on page 23



Johns-Manville sues M&M for policy gap
By STEPHEN TARNOFF The asbestos manufacturer's suit accuses M&M of im-

proper conduct, both intentional and negligent AmongSAN FRANCISCO-Adding to the already complex the specific allegations are
tug-of-war over liability in asbestos cases, an asbestos • M&M breached its fiduciary obligation to cooper- Risk manager part of losses
manufacturer is suing its insurance broker charging it ate with and assist Johns-Manville in connection with
failed to put together an insurance package that would facts and circumstances surrounding the acquisition DENVER-Johns-Manville Corp.'s losses from asbestos litigation
fully cover asbestos claims include its long-time risk manager.and administration of insurance

Johns-Manville Corp, which is embroiled in SUltS • M&M was obligated to obtain full coverage for all When the impact of asbestos litigation on the manufacturer eroded
against its insurers and the federal government over legal liability of Johns-Manville in connection with his decision-making responsibilities, risk manager Walter R.
who should pay its asbestos liability claims, now is pending or future actions against it and M&M negli- Curtner quit his job of 12 years
suing Marsh & McLennan in California Superior Court gently failed to carry out this duty Now the director of risk management for Total Petroleum Inc in
in San Francisco

• M&M failed to carry out oral or implied agree- Denver, Mr Curtner said asbsestos litigation became of such major
Alleging reckless and malicious conduct on M&M's ment to render complete brokerage and insurance re- concern to Johns-Manville that it changed the normal line of deci-

sion makingpart, the suit seeks $700 million in exemplary damages lated services
along with indemnification and unspecified compensa- • M&M made intentional misrepresentations to The risk manager could no longer make insurance and risk man-
tory damages for liability claims Johns-Manville leading it to believe it had the required agement decisions without the approval of the company's attorneys

However, the outcome of this lawsuit could depend insurance coverage and that as a result they continued "It's a classic case of wanting to be in a position to make decisions,"
on the decision in another lawsuit pending in Califor- to employ the defendants as their insurance broker he said, explaining why he quit about seven months ago "I was Just a
ma over the amount of insurance coverage J-M has piece in an overall puzzle.Though both sides refused to comment on the suit, anMarsh & MeLennan, the largest broker m the United 8-K report filed with the Securities and Exchange A spokesman for Johns-Manville said the risk management
States and now the world, has been the manufacturer's Commission by M&M provides its initial response functions were coordinated with the legal department because "the
broker since 1944 situation with regard to asbestos litigation is so complex and because"Marsh & McLennan Intends to defend the action

Just how much Johns-Manville stands to lose on as- vigorously, denying the breach of any obligations owed of the large number of lawsuits that have been filed against Johns-
bestos claims not covered by insurance is unknown, but to the plaintiffs, and asserting various legal defenses Manville and that we filed against insurance companies "
auditors have been concerned enough about the poten- 64

The complaint is for the most part pleaded in gen- Mr. Curtner said the risk management function began to change
tial magnitude of the losses to qualify the manufac- eral terms and does not specify in what way the defen- around July 1976 when The Travelers Insurance Cos canceled its
turer's annual statements in recent years liability policies with the company.dants are alleged to have failed to carry out their obli- 44

In California alone, Johns-Manville has been hit gations to the plaintiffs Everything changed at that point," he said 44

We no longer had a
normal insurance program.with 3,000 suits involving 4,500 claimants, it says in its "Marsh & McLennan believes there lS no failure

suit againt M&M filed Nov 23 In that same court, 358 whatsoever on the part of the defendants to carry out Originally reporting to the company treasurer, Mr. Curtner was
suits involving 1,187 claimants have been brought any transaction in which they were acting as an insur- moved to Johns-Manville's large legal department m 1979 However,
against Johns-Manville

Continued on page 25 Continued on page 25

AT&T split may mean Master property policy helps
separate benefit talks drug maker rebound from fire

By JERRY GEISEL By MARGARET LeROUX A fire in the facility's shipping for the blaze, noticed by second-
and receiving areas destroyed more shift employees and reported at

NEW YORK-Corporate benefit manag- ELLWOOD, Kan -Tech- than 8,000 square feet of atotal 715pm Although the fire origin-
ers accustomed to using American Tele- America Inc, a veterinary pharma- 42,000 square feet occupied by two ated in a no-smoking area, the in-
phone & Telegraph's benefit plans as a ceuticals manufacturer, rebounded TechAmerica subsidiaries, Medico vestigation did not find Tech-
guide in planning their own programs may from a major fire loss m less than Industries and Med-Tech Veteri- America liable
find their source of information discon- two months thanks to a master nary Products Inc. on Oct 5 Damage to the buildings plus the
nected property insurance policy Although the fire was confined cost of cleaning and repairing to-

If the nation's largest corporation is The final claim to be filed this to the shipping and receiving area, taled $620,000.
forced to shed its local operating facilities month for about $1 million in busi- there was smoke damage through- The balance of the loss was in-
within the next 18 months as part of an an- ness interruption losses brings the out the production, storage and of- ventory, and TechAmerica was in-L».

titrust settlement with the federal govern- :· 9 4 total claims for the October fir* to fice areas
about $3 6 million, according to sured for its market value

ment, it may no longer be a bellwether in An investigation by the state fire Inventory valued at more than
benefit design as the new independent James Hornbuckle, TechAmerica's marshal failed to determine a cause Continued on page 4vp of financephone companies negotiate their own bene- i
fit packages with employees The company's property and

business interruption insurer, Pa-Because of the huge number of workers
involved, AT&T's triannual contract agree- clfic Insurance Co of Los Angeles,

part of the Harbor Insurance Super Sunday no big deal
ments with its three major unions now are
closely watched and often followed by Group owned by Continental In-
other companies surance Cos, has already paid more

than $25 million for risk manager at CBS
Currently, the national agreement sets ----=..41 "That the company was back inuniform benefit and wage levels However, NEW YORK-Super Bowl XVI may be THE game of the year for

the local Bell units have the freedom to se- full production with the majority of football fans and advertisers alike, but it's Just another Sunday forthe losses settled by mid-December the old pros at CBS.lect their own benefit insurers to carry out
the agreements is remarkable," said Tom Scott, With an estimated $20 million in ad revenues on the line from anpresident of Insurance Manage-But if Ma Bell is split, as required under the Justice Department's event to be seen by 100 million viewers in 28 countries, you'd thinkment Corp of Kansas City, Mo, the folks at CBS would be a little more concerned.proposed antitrust suit settlement-which is still before the courts- which serves as TechAmerica's
those national pace-setting agreements may no longer be possible The very least they could do is spend a couple of million on abroker and risk manager special event insurance policy.Instead, the three major unions-the Communications Workers of The master property insuranceAmerica, the International Brotherhood of Electrical Workers and The reason for CBS's rather laid-back approach to this year'spolicy was written only last Julythe Telcommunications International Union-may have to stake out Super Bowl, says Denis D'Oca, director of risk management, is thatwhen several policies for TechA-separate wage and benefit agreements with the 22 newly indepen- in many ways the championship confrontation really is Just anothermerica subsidiaries in Ellwood,dent Bell units football game for its seasoned group of broadcasters and technicalOmaha, Neb, and Fort Collins,Regional benefit differences could emerge as the new telephone experts

Colo, were combined, he notedcompanies face different financial pressures For example, tele- "No matter what the event is, it gets down to the basics," points out"Without the master policy, set-phone companies in areas with above-average increases in the cost Mr D'Oca, who has been CBS's risk manager for the past six yearstling this loss would have been an
Continued on page 4 The network's greatest exposure -next to a "dull game," notesadversary effort," he said "Instead,

it was a cooperative effort " Continued on page 23

Motion may delay multiemployer challenges
By JERRY GEISEL Central States, Southeast & South- Johnson Motor Lines of Charlotte, Johnson's liability claim alone is haven't matched benefits that werewest Areas Teamsters' pension NC, Transport Motor Express Inc $165 million-more than double its promised, many of the plans areWASHINGTON-Court deci- fund

sions in some of the lawsuits chal- of Fort Wayne, Ind, and Sterling net worth (BI, July 20, 1981) poorly funded, leading to the enor-Consolidating the four suits, in- Automotive Manufacturing Co oflenging the constitutionality of a cluding Witte's challenge of a $2 19 Elk Grove Village, Ill Those huge claims, and dozens of mous withdrawal liability claims
1980 law that imposes enormous million claim it was assessed when others, are the result the 1980 law now facing firms like Witte and

But lawyers for Johnson and that makes the employers belong- Johnson Motor Linesnew liabilities on companies that it withdrew from the Teamsters' TMX, whose cases are moving rap- ing to the nation's 2,000 multiem- One corporate response to the lia-leave multiemployer pension plans plan, "will conserve Judicial time idly ahead, say a move to consoli- ployer pension plans responsible bility claims has been a wave of lit-could be delayed if a Minnesota and energy and minimize the like- date will delay getting a court an- for paying a share of the plans' un- igation At least 46 different suits-company has its way, pension ex- hhood of inconsistent results," swer to the question employers funded vested benefits if they including at least seven against theperts say Witte said in a motion filed with want answered now Is the Mui- withdraw
Witte Transportation Co, a Min- the Judicial Panel on Multidistrict tiemployer Amendments Act of Central States plan-have been

neapolis-based trucking firm that Litigation That was a dramatic change from filed in federal courts, challenging1980 constitutional' They have ' the previous law that allowed an both the withdrawal liabilityAside from its own suit against filed motions opposing consolida- employer to drop out of a multiem- claims and constitutionality of thefederal Judicial panel to transfer to the Teamsters' plan, Witte wants tion
ployer plan and escape paying lia- Multiemployer Amendments Actone court four lawsuits filed by em- the multidistrict panel to transfer The four companies together face bilities if the plan did not collapseployers hit with huge withdrawal to one court suits challenging with- Teamsters' withdrawal liability within five years And the litigation is expected to

liability claims when they left the drawal liability claims filed by claims of more than $27 million expand as additional companies
Because employers' contributions Continued on page 23
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Master property policy
helps drug firm rebound

Continued from page 3
$2 million was in the subsidiaries' warehouse at the time of the fire.
"A substantial portion had to be destroyed because of potential con-
tamination from the heat of the fire and all the remaining inventory
had to be re-certified by the Food and Drug Administration," Mr.
Scott said.

The manufacturer paid $100,000 in coinsurance for the inventory
lost in the fire and a $2,500 deductible on the three-year policy.

Thanks to the master policy, cleanup, adjustment and replacement
were able to begin at once.

TechAmerica employees were "back on the job the morning after
the fire to help with the cleanup," Mr. Hornbuckle said. "As a result,
we didn't lay off a single employee because of the fire."

Within 24 hours adjusters from General Adjustment Bureau, who
worked with adjusters from Pacific Insurance, were on the scene.
TechAmerica hired the Alex N. Sill Co. of Cleveland to coordinate

loss accounting.

The FDA ordered TechAmerica subsidiaries to shut down for

cleanup and the installation of new filters on pharmaceutical manu-
facturing equipment, but it "approved our game plan for cleanup
and swift re-certification," said Mr. Hornbuckle.

"We were able to start production on some of our lines 10 days
after the fire and we were in full production by Nov. 2."

He also credited the building's contractor, Lawlon Construction
Co. of St. Joseph, Mo., for "coming in ahead of schedule",on repairs.

The fire loss is not likely to have an immediate effect on the com-
pany's property insurance rates, Insurance Management's Mr. Scott
said, since the policy was underwritten for a three-year period and
the expiration date is not until 1984.

Although TechAmerica's subsidiaries did not rate as highly pro-
tected risks, "they come close to it in the excellence of their house-
keeping," Mr. Scott noted.

Sprinklers, a requirement of an HPR rating, were not installed,
Mr. Hornbuckle explained, "because the damage resulting from
water sprayed on chemical powders used in our production lines
would be greater than the fire hazards sprinklers are designed to
protect against."

Another loss-prevention feature, firewalls and fire doors, kept
TechAmercia's fire from becoming a tragedy, he noted.

"Our flammable liquids room containing sixteen 55-gallon drums
of ethyl alcohol was in the middle of the fire area. The walls and
door held, and though some of the tops of the drums buckled because
of the heat, there was no explosion," he said.
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When you're good
at creative solutions

in excess...

the word

gets around.

AT&T divestiture may mean
separate benefit packages
Continued from page 3
of health care may seek higher deductibles and coin-
surance levels in their group health insurance plans,
said Kenneth Keene, senior vp at Johnson & Higgins
here.

In addition, financially weaker telephone companies
may not be able to afford the same generous benefit
packages as stronger phone companies, Mr. Keene said.

AT&T officials emphasize that it is too soon to say for
sure if national wage and benefit agreements with the
firm's 700,000 union workers will no longer be possible
once divestiture is completed.

"We haven't had time to examine the effects," said
Keith Gibson, AT&T's chief actuary. "We have six
months (the deadline AT&T has to submit a divestiture
plan to the government) to decide. Right now, we'd just
be spinning our wheels."

In a statement, AT&T stressed that benefits promised
in its August 1980 contract with its unions will continue
until the contract expires in 1983. "The decree will not
alter any existing bargaining agreement," the commu-
nications giant said.

For example, AT&T will offer a new vision care pro-

Continued from page 2
powers we had under the old bill,"
he said. "I don't believe the Lloyd's
bill would have helped prevent a
Savonita or a Sasse," he said, refer-
ring to two controversial large
losses that have hit Lloyd's in the
last few years.

But the bill as it now stands, with
divestment of brokers from under-

writing agencies and with working
and non-working names voting for
different council members, may
hinder Lloyd's future, he said.

"I don't fear the future of Lloyd's
as long as we can be the yeast in the
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gram next January as agreed to in the 1980 contract,
said D.G. Stauffer, divisional manager in Morristown,
N.J.

AT&T also said that pension benefits promised to
employees and retirees will continue as guaranteed in
the last contract.

Chief actuary Mr. Gibson hopes that AT&T will be
able to continue to maintain its two giant pension plans
-the Bell System Management Pension Plan with
283,000 active participants and the Bell Pension Plan
with 637,000 participants-after the divestiture.

But even if that is not possible, as many pension ex-
perts believe, AT&T could, with little difficulty, spin
off pension assets and liabilities so that its current sub-
sidiaries could set up their own plans.

AT&T has maintained such excellent financial rec-

ords that it knows exactly how to attribute pension
assets and liabilities to its subsidiaries.

The Pension Benefit Guaranty Corp., the federal
agency that guarantees workers' pensions, and the In-
ternal Revenue Service would not object to such a spin-
off of assets as long as plan participants continue to
receive promised benefits. .

Ex-Lloyd's officer decries regulation
insurance world. Lloyd's will never
be the biggest insurance market in
the world, but as long as it is inno-
vative, it doesn't have to fear com-

petition. What I don't want to see is
this innovation lessened by regula-
tion.

"It is a great tragedy of the
Fisher Working Party (which
drafted the bill) that it spent a lot of
time and money about the proce-
dure and less about how to deal

with our competition. The competi-
tion Lloyd's is facing is better fin-
anced than it used to be and, there-

fore, a bigger threat," he said.

1 t
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I here's no such thing as pat answers
S at Baccala & Shoop.
Excess and special risks is our business,

and customizing coverage is our way of
business. Describe for us your client's
needs, and we'll respond with a proposal
that fits like a glove. Still, we approach
these specialized lines with much more
than creativity-with such tangibles as
competitive rates, market stability and
extensive binding facilities.

Mr. Kiln cited another reason

that may have influenced his deci-
sion to resign from the Lloyd's
Committee, effective Jan. 1. He

was hoping to be appointed deputy
chairman this year, but only won
election as an ordinary committee
member.

In last week's election for Mr.

Kiln's vacant committee seat, Ian

Posgate, chairman of Alexander
Howden (Underwriting) Ltd., won
a narrow victory over Peter
Thomas Daniels, a former deputy
chairman of the Lloyd's Under-
writing Agencies Assn. .

s BACCALA & SHOOP .-

X

Talk to Baccala & Shoop and turn crea-
tive forces loose in excess coverage.

If the pharaohs could have, they would
have.

Baccala & Shoop
The crack troop in underwriting management

Head Office: 4400 MacArthur Blvd., Suite 900, Newport Beach,
CA 92660. Telephone 714} 851-2374

Atlanta • Chicago • Columbus, OH • Dallas • Houston • Los Angeles
Minneapolis • New brk e Philadelphia • San Francisco • Seattle
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editorial opinions

A time to share
RAISE HEALTH PLAN deductibles. Require em-ployees to pay part of this year's health insurance

premium increase.

Impossible? No.
Take a look at what the workers of recession-

squeezed industries are willing to accept this year in
contract negotiations, as reported this week by Associ-
ate Editor Bill Densmore (see story, page 1). The bene-

fit cuts accepted to date were in the face of localized

plant closings. But the United Auto Workers' negotia-

tions appear to be heading toward reduced benefits,

too, with the goal of passing reduced labor costs onto
consumers in the form of lower car prices to stimulate
slumping sales.

Employees, who have long expected to receive the

benefit increases won by major unions, won't be sur-
prised to find that when the recession turns the tide the

other way, they face benefit cost controls.
Your employees wouldn't be shocked to find this

year you, too, are raising deductibles and asking them

to help pay for their costly health insurance plans.

Even in the oil industry, workers are settling for less

than they originally demanded, recognizing that the

country is in a recession.
We know the arguments against these moves. Work-

ers don't want to lose even more of their inflation-bat-

tered purchasing power to bigger health care bills. And

cost-shifting such as this won't solve the problem of
rising health care costs, it's said.

We don't think it's unfair, however, to ask employ-

ees using health insurance to pay a larger portion of

those bills today. If a $100 deductible was fair a few
years ago, a $200 deductible is certainly fair now. And
when introducing a higher deductible, consider an-

nouncing that the deductible will rise each year in line
with the inflation rate for health care.

Likewise, introducing employee contributions to
health insurance costs also is legitimate given the dra-
matic rise in the cost of the benefit. The initial contri-

bution could be relatively small in formerly employer-
pay-all plans, with the employee's future costs tied
somehow to claims experience to encourage employees
-to be wiser consumers of health care.

Some employee benefit experts scoff at the short-
term advantage of adding more cash to the business
thanks to this cost-sharing, and they say it will do little
to actually reduce the increasing cost of health care.

letters

Hospice care not
for cost-cutting

To the editor: An article regarding hos-
pice care implies that it is something that-
"cost-cutting employers" may want to add
to their employee benefit packages (BI,
Dec. 14, 1981).

I fear hospice care is being done a great
disservice by attempting to justify its
merits on this basis. Our more than three

years of experience with this benefit on
an experimental basis certainly does not
lead us to the conclusion that this is a

cost-containing benefit, especially on a
per-case basis.

Granted, expensive hospital stays may
be eliminated or shortened. However, the

alternative care provided in a coordinated
hospice program-which usually com-
bines both home care and inpatient ser-
vices-appears in many cases to be as
costly as hospital care. This is a result of
hospice care being a very labor-intensive
service, rendered by trained professionals
in conjunction with family and volun-
teers.

We would hate to see disenchantment

arise with this most humane concept of

1 +

But, plenty of businesses could use the extra cash this
year to cover various development costs that will pro-

mote their future. And we contend cost-sharing can

help control rising health care costs, too. A recent Rand

Corp. study, for example, showed that employees who

didn't have to pay part of their medical bills spent 50%
more on health care than those who paid bills under
high deductibles and coinsurance clauses (BI, Jan. 4).

The researchers have yet to release their findings on

the comparative health of the two groups. Those pro-
moting first-dollar coverage say that high deductibles
and coinsurance deter people from seeking needed

medical care. We don't believe it deters the truly sick
and expect the Rand Corp. researchers to find mem-

bers of the study groups with different deductibles and

coinsurance burdens to be equally healthy. If the re-
search proves otherwise, we'll be converted to su-

porters of smaller deductibles and less coinsurance.

We want to stress that high-deductible and coin-

surance plans also should cap an employee's out-of-
pocket costs at a reasonable amount relative to income.

Apply the same principle of insurance buying to these
personal health plans that you apply to your corporate

insurance: buy what you need to cover the losses that
really hurt.

D ut besides asking employees to chip in for health
Dcare, be sure you have explored and are exploiting
the possible cost savings offered by a myriad of other

health care cost-control techniques, ranging from sec-

ond opinions for elective surgery to health education
and fitness to better claim controls. And, ofcourse, be

sure you are getting the best coverage for your money

-and that of your employees.

It's clearly time for employers to reassess their bene-

fit plan goals and costs. We doubt many employers can

afford to cover cost increases in the 1980s as they did in

the 1970s when benefit cost increases outpaced infla-
tion by 58%, according to figures from the U.S. Cham-
ber of Commerce.

Although certain cost-increasing developments of

the 197Os-like funding mandates for pension plans
under the Employee Retirement Income Security Act

of 1974-won't be repeated in the 19805, health care
cost increases that contributed greatly to increased

costs show no sign of slowing. Some cost sharing and

cost control in health plans seem most needed.

care for the terminally ill simply because
employers and third-party payers be-
lieved hospice offered a less-expensive
mode of treatment and then were disap-
pointed because this proved not to be the
case.

The concept of hospice care should be
valued for its appropriateness and support
for dying patients and their families-not
for its cost-saving potential.

Raymond W. Blosse
Manager

Health Care Planning
and Research Department
Group Hospitalizaton Inc.

Washington

Further regulation
To the editor: Why do regulators seem

to get so protective of the companies they
regulate? One would be inclined to be-
lieve they work for the companies rather
than the public who pays them.

William H.L. Woodyard III, former
NAIC president and Arkansas insurance
commissioner, displayed this attitude
when he stated that "self-insurance and

captive insurance plans. . .operate at an
unfair advantage against licensed insur-
ers" and "we don't want the regulatory
imbalance that drives premiums from in-

surers" (BI, Nov. 16, 1981).
It also appears that Mr. Woodyard, and

other commissioners who share his con-

cern, have not heeded President Reagan's
message about unnecessary regulation.
The solvency of non-admitted captives
and commercial reinsurers is now regu-

- lated through-admitted' primary insurers-
that front for them or reinsure them. To

qualify the assets involved, these non-ad-
mitted companies must provide letters-of-
credit. Self-insurers must secure bonds to

satisfy workers compensation and finan-
cial responsibility requirements. Excess
and umbrella insurers impose a measure
of control when there is no primary in-
surer.

Besides, whose record for solvency is
better? From what I read, more admitted

insurers seem to get into financial trouble
than captives or self-insurers.

Lawrence J. Bell, CPOU, ARM
Assistant vp/risk management

Revco D.S. Inc.

Twinsburg, Ohio

Business Insurance welcomes letters from its
readers. Please keep your comments as brief
as possible. We reserve the right to edit Zet-
ters for clarity or space. Send your com-
ments to Letters to the Editor, Business In-

surance, 740 N. Rush St., Chicago, nt. 60611.
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Some problems are so involved that a direct-hit
solution doesn't suggest itself immediately.
That's when Johnson & Higgins applies team
techniques. Groups of J&H generalists and
specialists from different disciplines attack the
problem together. And quite often the idea that
no one group might have created is sparked by
separate viewpoints rubbing off on one another.
That's how our unique Johnson & Higgins
Energy GrouYwas born.
The Johnson & Higgins Energy Grou/j? a sing/e
control center linking a worldwide network of
specialists in /oss preuention, insurance and
related funding skills to help the energy industry
master critica/ problems of the coming decade.
For full information, call: 212-482-4051.

JohnsonGHiggins
The Private Insurance Broker.

Thinking in a different dimension.

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





Thetrials and tribulations
of insuring associations.

'Ihring to find coverage for an association is
enough to make your eyeballs spin. You have to
look here for this. There for that. Somewhere else
for something else.

Unless, of course, you're pointed to the right
place in the first place. American Home and
National Union.

Through our Programs Division, we insure
more kinds of associations than you probably know
exist. So we can certainly handle yours.

We even insure business groups that aren't
associations. Like trade groups and franchises.

And we're part ofAIG. Which enables us to put
together practically any kind of insurance program
you want.

So ifyou're tired oflooking in circles for the
coverage you need, send in the coupon.

Orjust talk toone of r-----------------BI 1-18-82
For more information about insuring associations, write:

the many associations  American Home and National Union
Dept. A, 70 Pine St., New York, N.Y. 10270.

that endorse our pro-
1 Name/Titlp

grams. Company

They'll point you in Addr'pRR

City St.Atp Zip

the right direction.  lehone
Member Companies of American International Group.

The AIG Companies.
Let us take the risks.
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OSHA reviews standards

on workplace carcinogens
By JERRY GEISEL washington WASHINGTON The Occupa-

tional Safety and Health Adminis-
tration is reviewing the policy it
uses to decide if a workplace chem-
ical may cause cancer.

The carcinogen policy review,
which was triggered by court deci-
sions that said OSHA must prove
that a chemical poses a serious risk
before regulating it, will consider
these issues:

• How should OSHA consider

the cost-effectiveness of provisions
regulating carcinogens?

• Should OSHA retain a no-ex-

posure standard where a suitable
substitute exists for the use of a po-
tential occupational carcinogen?

• Should OSHA alter or con-

Year Mter Year

We're Number 1

in Oil Field

Equipment+ .4 b 

A PROVEN

STABLE MARKET

Oil rigs everywhere run on Talbot, Bird protection. For more than 30 consecutive
years we have provided a stable market to the oil drilling and servicing industries,
always there, continually adjusting coverage to meet expanding engineering and
manufacturing capabilities.

Our experience and know-how is based on a long series of difficult exposures, a
reputation built on being flexible enough to move swiftly with change yet provide
the industry with a continuous market.

If we don't have a solution to your requirements, we'll help you design one. Ask

about our new All Risk Physical Damage Form-Replacement Cost coverage-
U&0 coverage-Well Testing floater and Stuck Drill Stem and let us show you why
we are number 1 In oil country.

TALBOT, BIRD & Co.,INC.
OF TEXAS

INSURANCE UNDERWRITERS

901 EXPRESSWAY TOWER

DALLAS, TEXAS 75206

tinue its process for reviewing data
on substances linked to cancer and

for setting priorities?
The announcement of the review

was published Jan. 5 in the Federal
Register.

New chief actuary
Harry Ballantyne, a veteran So-

cial Security official, has been
named chief actuary of the Social
Security Administration.

He will provide actuarial cost es-
timates to determine the financial

status of the Social Security system.
Mr. Ballantyne, who joined the

Social Security Administration in
1958 as an actuarial mathematician,
has twice received SSA's highest
award, the Commissioner's Cita-

tion. He also received a special
achievement award for his work

with the 1979 Social Security Advi-
sory Council.

Mr. Ballantyne, 46, replaces
Dwight Bartlett, who resigned last
October.

DC-9s to be checked
The Federal Aviation Adminis-

tration has ordered special exami-
nations of a section of the fuselage
of aging MeDonnell Douglas DC-9
jetliners to check and repair possi-
ble cracks in the aircrafts' skin.

The FAA ordered the inspections
after cracks were discovered in

seven old DC-9s that had made

more than 43,000 landings; planes
make about 3,000 landings a year.

The examinations must be con-
ducted on 420 DC-9s that have

made more than 30,000 landings.

Medicare proposal
The financially ailing Medicare

program would receive a shot in
the arm-from federal workers-

under a proposal the administra-
tion is expected to send to Congress
within the new few weeks.

Federal workers, who, unlike

private employees, are not auto-
matically covered by the Medicare
program, would be required to con-
tribute 1.3% of their salary-on
earnings up to $32,400-to help pay
for Medicare.

In return, all federal workers
would become eligible for Medi-
care.

The proposal, which Congress
must approve, would pump an ad-
ditional $300 million to $400 million
annually into the Social Security
Medicare trust fund.

Baggage liability
The Civil Aeronautics Board says

it will consider eliminating rules
governing airlines' liability for da-
maging or losing baggage.

Currently, airlines face a maxi-
mum liability of $750 per passenger
for lost luggage.

A formal proposal on airlines'
baggage liability is expected to be
published later this month in the
Federal Register, the CAB said.

A little kinder
Mother Nature was a little

kinder last year, the Federal Emer-
gency Management Agency says.

Last year, 15 major natural disas-
ters struck the United States, com-
pared with the usual average of 28.

Major natural disasters in 1981
included tornadoes that swept
through Alabama in April, severe
storms and flooding that hit Texas
in mid-September and the Nov. 28
fire that devastated a five-block

area of Lynn, Mass, I



Zurich Insurance Co. of
Switzerland has acquired Uni-
versal Underwriters Insurance
Group, based in Kansas City,
Mo.

Describing the group as a
"profitable, well-run com-
pany," a Zurich spokesman in
the United States says the
Swiss insurer sees the move as

an opportunity to strengthen
its position in the U.S. insur-
ance market.

Universal, predominantly a
property/casualty insurer, in-
cludes Universal Underwiters
Insurance Co. and Universal
Underwriters Life Insurance
CO.

The acquisition is still sub-
ject to the approval of various
regulatory agencies, the
spokesman says.

Acquires control
Robert N. Hughes, president

of the Dallas-based risk man-

agement consulting firm Rob-
ert Hughes Associates Inc., has
acquired the 80% interest in
the company formerly held by
London-based Alexander
Howden Group Ltd. for an un-
disclosed amount.

The "amicable transaction"

effective Dec. 1, according to
Mr. Hughes, was sought after
U.S. broker Alexander &
Alexander Services Inc. an-
nounced it would acquire
Howden. An 80% interest in

his firm held by a major U.S.
broker was too close for com-

fort, explained Mr. Hughes,
who says he values the status
of an independent risk man-
agement consultant.

Mr. Hughes, who founded
the firm in 1979 after leaving
RIMCO Risk Management,
also has realigned the strue-
ture of his company, reducing
his staff from 14 to eight, in
order to free himself from ad-
ministration for consulting
and to operate as a professional
firm rather than a business, he
said. He does plan to expand
staff in the future as needed.

Currently six employees are
located in Dallas, one in Cal-
gary, Alberta, and one in El
Paso, Texas.

Operations merged
General Accident Fire &

Life Assurance Corp. Ltd. of
Perth, Scotland, has merged its
U.S. branch operations with
Potomac Insurance Co. of

Pennsylvania, its largest U.S.
subsidiary.

Potomac also has changed its
name to General Accident In-
surance Co. of America. The

group's operations will be
transacted through General
Accident and its three affili-

ates: The Camden Fire Insur-
ance Assn., Pennsylvania
General Insurance Co. and Po-
tomac Insurance Co. of Lllinois.

No change in the group's op-
eration is involved.

Risk management
Beneville & Co. has been es-

tablished to provide risk man-
agement services to businesses,
schools, institutions and mu-
nicipalities in the Southern
California area.

Formed by Edward S. Bene-
ville, who has 18 years experi-
ence in the insurance bro-

kerage business, the new firm
will concentrate on medium-
sized accounts for those clients
who can't afford the services
of a full-time risk manager.

Mr. Beneville says he will
use computers to develop data

markets
base systems for more efficient risk Captive servicesmanagement.

Mr. Beneville previously owned Becher & Carlson Insurance Ser-
Beneville Insurance Agency, which vices Inc. has been formed in Cali-
specialized in coverage for fore- fornia to provide specialzed bro-
closed properties and moped lines kerage and insurance services, in-
insurance. cluding treaty reinsurance, for cap-

Mr. Beneville's new company tive insurance companies.
will operate from 18002 Irvine Bou- Established by David L. Carlson
levard, Tustin, Calif 92680; 714-544- and William E. Becher Jr. of
3953. Becher & Carlson Risk Manage-

Precious

Cargo
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Zurich acquires Underwriters Insurance Group
ment Services. the new firm is at
32107 Lindero Canyon Road, Suite
105, Westlake Village, California
91361.

A second company, Carlson &
Becher Management Ltd., has been
formed in Bermuda.

Its main function will be to pro-
vide administrative and manage-
ment services for Bermuda-based

captive insurance companies.
The captive management firm is

located at Global House, Church
Street, Box 2004, Hamilton, Ber-
muda.

Business acquired
General Re Corp. has agreed in

principle to acquire the life insur-
ance business of Republican Na-
tional Life Group Insurance Co.
of Dallas.

The agreement calls for the trans-
fer of Republic's $1.8 million of life
reinsurance currently in force to
Gen Re. Gen Re will collect an esti-

mated $16 million annually in pre-
miums and assume the liabilities of
the business. No cash payment was
involved in the acquisition. .

As an aircraft owner/pilot, it's important to
keep things in perspective. Especially an
item like liability insurance.

Many view it solely as a means of
protecting their assets against a lawsuit.

But suppose one of your passengers is
killed or disabled. Are your liability limits
sufficient to cover today's costs of
medical treatment and rehabilitation?
Or the tremendous financial burden a

breadwinners family will suffer?

If your coverage is restricted to only
5100,000 per person, or excludes family
members, both you and your passengers
are either woefully underinsured or not
insured at all.

And who are these passengers? Usually
family, friends and close business
associates... the people who not only fly
with you the most but mean the most to you.

For sound, professional advice on the
liability limits you should carry, check with
your local agent and broker. You'll be
pleasantly surprised at how little proper
protection will cost.

For a summary of other things to look
for in an aviation insurance policy,
send for our free booklet Checklist For

Buying Aviation insurance.

ILOEILD 0 CEN
UnHED SFRIES RiRCRAFT mSURRACE GROUP
110WILLIAM STREET, NEW YORK. NY 10038

New York • Atlanta • Boston • Chicago • Dallas • Denver • Houston • Los Angeles • Memphis
MinneapoNs • Orlando o Phoenix • Pittsburgh • Richmond • St. Louis • San Francisco • Seattle • Toledo • Wichita
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If it comes to cutting, here's what could go
Continued from page 1
United Auto Workers, announced
Dec. 18 it is increasing health insur-
ance deductibles and coinsurance

for 138,000 salaried employees.
However, benefits consultants,

managers and labor officials offer
no consensus on how widespread
such efforts by employers will be in
less hard-pressed industries. And
even in the hard-hit industries,
many unions are not ready to give
in. But, benefit packages negotiated
by the major unions generally set
the pattern for other union and
non-union benefit plans so progress
toward new contracts is closely
watched.

Some say in the end the emphasis
won't be on benefits cuts but rather

on controlling rising costs.
"Companies are going to review

their benefit packages this year and
see if they can just control their
costs," says Donald R. King, group
president of benefit operations at
broker Corroon & Black in Nash-

ville, Tenn. "I don't think we're

going to see any significant reduc-
tions."

But for companies forced to
break the bedrock of an increas-

ingly costly health benefit pro-
gram, the most likely moves and
the order in which they should be
approached seem to be:

• Intensified efforts aimed at

long-term health cost containment,
like health education for employ-
ees, refined recordkeeping to spot-
light the most costly benefits or
hospital procedures and greater in-
volvement in programs backed by
the U.S. Chamber of Commerce to

build a partnership between pro-
viders and payers, such as putting
more businessmen on hospital
boards.

• Wider use of health mainte-

nance organizations and outpatient
facilities in cases where these op-
tions haven't been fully exploited
and where their costs savings can
be demonstrated. Flexible or "cafe-

teria-style" benefit programs were
cited as innovations but not neces-

sarily cost savers, especially for
smaller companies where adminis-
tration might be complicated.

• The addition or stiffening of
requirements for second medical
opinions before surgery.

• Further refining of coordina-
tion of benefits provisions so that
an employee or dependent covered
by two plans receives only the ben-
efits afforded by the most generous
of the two-like 80% of major med-
ical expenses instead of drawing on
the benefits of both plans to cover
100% of expenses.

• Attempts to shift some of the
premium-payment burden back to
employees, especially in the case of
contributory plans that have only
recently become fully funded by
the employer. This was cited as a
short-term solution only.

"I don't think getting an em-
ployee to pay a greater percentage
of the premium is an effective cost-

Most can afford

major illness: Study
WASHINGTON-Seven of 10

Americans say they are confident
in their ability to meet the costs of a
major illness, according to a survey
conducted by the Health Insurance
Assn. of America.

Some 85% of those polled said
that they believe health insurance
companies are generally fair in the
way they handle health insurance
claims.

Almost 70% said they believe-
health care costs could be reduced

if people took better care of them-
selves, and 50% said they would be
willing to pay higher health insur-
ance premiums for coverage of pre-
ventive health care expenses like
physical examinations. .

control method," says Mr. Connelly
of Maury, Donnelly & Parr. "Cost-
sharing may help a guy's cash-flow
picture next month, but it won't
helphis claims experience next
year.

• Increased deductibles or es-

tablishment of a comprehensive
deductible that includes items such

as prescription drugs that pre-
viously were covered on a first-dol-
lar basis by insurance. One consul-
tant predicted efforts to tie deduct-
ibles to inflation and another sug-
gested higher deductibles for
higher-paid employees.

"Obviously, the $100 deductible
is outmoded," says Robert Byerly,
executive vp of Financial Guardian
Inc., a benefits consulting firm
based in Kansas City, Mo.

• In the worst-case scenario,
elimination of entire benefits like

dental, long-term disability or vi-
sion programs. Consultants agreed
that such programs, because of
their popularity, could only be eli-
minated ai great cost in terms of
employee relations.

In the pension area, several
consultants cited interest from ben-

efit managers in "defined contribu-
tion" plans in which an employer
guarantees an annual contribution
to a worker's pension instead of a
"defined benefit" program that
promises a percentage of pay after
retirement

' We see very few new defined
benefit pension plans being
adopted right now," said Financial
Guardian's Mr. Byerly. "The obvi-
ous reason is an employer has a
very difficult time knowing what
he is promising an employee 10 to

15 years from now, let along 40
years: with inflation the way it's
be en -.he last few years."

Emplcyers spent $435 billion on
benefits in 1980, according to U.S.
Chamber of Commerce's latest an-

nual benefits survey of nearly 1,000
small and medium-sized companies
(EI, Dee. 21). That's up from $390
billion in 1979.

Benef t costs rose 58% faster than
the inflation rate between 1969 and

1980, the Chamber found, while
wages and salaries grew at about
the same pace as inflation. The sur-
vey estimated the average annual
cost of benefits among companies
sLrveyed at $6,084 per employee.

Benef.t costs also may be affected
by a Reagan administration pro-
posal to reduce Medicare benefits to
employees over age 65 who are cov-
ered by an employer's health plan.

Such an idea could increase private
insurers' costs by 2% to 3% if imple-
mented and the cost would be

passed on to the employer sponsor-
ing the plan, warns Elliot A. Segal,
manager of health care cost con-
tainment for William M. Mercer

Inc., the huge employee benefits
consultant.

Mr. Segal, a former Democratic
staff member on the House Energy
and Commerce Committee, says
health care costs will rise 20% to

22% in 1982, compared with an av-
erage 11% to 13% the last four or
five years.

Mr. Segal believes that the re-
moval of the threat of national

health insurance has caused health

care providers to be more bold
about passing on costs they ab-
sorbed over the last few years for
political reasons. •

11 g°od reasons
to have yourbroker
oragent call IRL

Wbe.2 protecting your com-
pan)'s assets with property
coverage,you want the best
insu,ance package available.
Here arell reasons wby your
b, oker or agent should arrange
your insurance package witb
Industrial Risk insurers.

 IRI specializes in com-
mercial and industrial property
insurance. We know all about

property insura ice, because
property is all we insure. In the
U.S. and arounc the world.

2 Rl inspects properties on
shor= notice, turns quotes
around in days, and processes
claims quickly. Our account
service includes pre-construe-
tion engineering advice and
special programs for pre-
emergency plarning and proper
handling of impaired fire

protection equip- ment.

We also

provide
an emer-

gency action
plan on

standby in
- more than

'to

30 IRT offices just in
case a blizzard, deep
freeze, or hurricane
threatens your
properties.

/ IRI has
insured qualified
properties since I890. We've
helped business and industry
through inE[ation, depression
and recession. Through
drought, ccld, human error,

arson, and a host
of other perils.
IRI protects
properties
worth billions

- and pays hundreds
of millions in

claims each

-:.- year.

-T IRI

responds
promptly
when loss

occurs. We

advise on the prevention of
additional damage, the restora-
tion of impaired protection, and

the preparation of claims to
expedite their processing

and payment. We also
offer suggestions on

how to minimize

the disruption
created by
property and
business inter-

ruption losses.

J IRI insures
more than industrial

properties. The range of
insurable properties is

limitless: hospitals, univer-
sities, shopping centers, radio
and TV stations, data pro-
cessing centers, and office

buildings. Manufacturing
facilities in food, wood, paper,

textiles, leather, rubber, metal-
working, chemicals and petro -
chemicals. Also, oil, gas, synfuels
and electric utilities. We insure

50,000 properties in all indus-
tries from one-story operations
to multi-plant corporations.

 IRI insures a wide range
of commercial and industrial

properties. Whatever the
values, we can go as high as
you want.Whether the risk is
large or small, IRI can handle
it all, saving you time, trouble
and expense.

7 IRIcan arrange a single,
complete insurance package.



for any
domestic or foreign-based
company. IRI's staff of multi-
lingual nationals in Europe
and the Far East is familiar

with local customs, currency,
policies, and business
practices
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Unions may be asked for benefit concessions
Continued from page 1
fective Jan. 1 after Gulf & Western

threatened to take the plant to the
Sun Belt.

The benefits losses include the

elimination of a dental plan and
three paid holidays. The agreement
also includes an annual bonus plan
and a production incentive pro-
gram that will pay workers for in-
creased output.

Progress in major union con-
tract negotiations is closely
watched by benefit managers and
consultants because they often set
the pattern for other union and
non-union packages.

AFL-CIO President Lane Kirk-

land has been quoted as saying that
unions represent about one-fifth of
the American work force but de-

termine wage increases for one-

You get total property coverage
from us and total liability cov-
erage from one of our member
companies. All in a single
insurance package. Depending
on your needs, this can include
property damage, builder's
risk, business interruption,
extra expense, difference in
conditions, or combined fire
and boiler/machinery.

 IRI insures properties
in 60 countries. We can

provide worldwide
coverage

 IRI devotes a million
engineering hours a year to loss
prevention. More than half of
our employees provide loss
prevention services for the pur
pose of qualifying and pro
tecting insurable properties
Chief engineers in each region,
engineers-in-charge in each

half to three-fifths of American

workers.

The nation's big labor-manag-
ment "pattern contracts" haven't
been negotiated yet, but there are
at least three views on what will

eventually happen:
• Major wage gains are unlikely,

so attention will be focused on ben-

efits. "My feeling is that out of the
available money, health and wel-
fare will assume a bigger role," says
Norman A. Weintraub, chief econ-
omist for the Teamsters union,
which represents about 300,000
truck drivers. "(Health) costs sav-
ings will be an extremely hot topic
in negotiations." Efforts by labor to
strengthen inflation-adjustment
provisions of pension ·plans also is
expected.

• Benefits will not necessarily
be cut. Negotiations during 1982

field office, district supervising
engineers, resident engineers,
overseas engineers, and
research engineers. They pio-
neer procedures and recom-
mend good practices.

 45 of the
world's leading
insurance conn-

panies stand be ht
hind IRI. Their

collective under- . '.

writing ex-
perience,

financial

stability and vast
capacity provide a
resource that no

other property
insurer can offer

to insureds and

their brokers

or agents.

offers competitive rates on qual-
ified properties. Your commit-
ment to loss prevention and
control could result in reduced

00]
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will be different than in any previ-
ous year, says Barnet N. Berin,
director of professional standards
for William M. Mercer Inc. in New
York. But Mr. Berin isn't sure ben-
efits will be sacrificed. "Benefit

cuts might be a strategy point, but
when all is said and done, you're
not going to see it," Mr. Berin says.

• Unions in industries facing
layoffs may agree to more em-
ployee funding of health benefits in
exchange for job security and bet-
ter pension benefits, suggested con-
sultant Alfred B. Fowler. "I think

the emphasis is going to be on job
maintenance," says Mr. Fowler, vp
and head of the benefits depart-
ment at Glenn, Nyan & Associates,
a new San Francisco-based consul-

tant.

"This economy is playing a lot of
games with health programs," says

1,L

loss

potential,
and may be reflected in

reduced rates. Quite often,
upgraded facilities mean lower
premiums, which can pay for
the improvements within a rea
sonable period. And at the
same time, these improvements
are protecting your property,
profits and market share

These 11 reasons could be the

beginning of a productive and
profitable relationship. We
suggest you have your broker
or agent contact tbe IRI
regional office listed here, and

ask for the Production
Manager.

4

J

Eastern Region
Chet Bladek

Hartford, CT
(203) 525-2601

Western Region
Dick Waugh
Chicago, IL

' 0 (3Il) 663-4050
Pacific Region
Ed Breedlove

San Francisco, CA

(4I5) 434-3356

Len Teeuws, executive vp of TIC
International Corp. in Indianapolis,
which manages union-manage-
ment benefit plans in the construe-
tion, retail food, printing and pub-
lic employee sectors. "The old days
of a 50-cents-to-60-cents-an-hour

contribution to a health/welfare
fund are out the window. You're

talking now $1.25 to $1.50 per hour
worked."

Employee benefits cost the em-
ployer an average of $2.96 per hour
worked during 1980, according to
the U.S. Chamber of Commerce,
and of that total, an average of 46
cents was the company contribu-
tion to life insurance, death, hospi-
tal/surgical and major medical
benefits. Total benefits cost about

37% of payroll.
"In this economy, you're going

The moreyou know about IRI, the moreyouknow about
commercial and industrial property insurance.

ndustrial

D isk

nsurers

to have resistance to increased

health insurance benefits or pen-
sions," says Earl Palay, president of
Martin E. Segal Co. in New York,
the second-largest employee bene-
fits consultant in unionized indus-
tries.

A major consideration on the
management side of the table will
be to increase employee premium
contributions to health plans so
benefit levels can be retained as

health costs continue to rise during
the next year. But the fear is that
unions will not accept this and will
see it as a strike issue.

"There already has been a pat-
tern of companies asking for take-
backs," says Reginald Newell,
director of research for the Ma-

chinists union, which represents
72,000 aerospace and air transport
workers whose contracts expire
this year. "Contributory plans
would certainly be a strike issue
with our people.'

Nonetheless, the question of em-
ployee contributions to health plans
is "a very serious bargaining issue,"
according to Michael J. Rizzo, man-
ager of employee benefits for At-
lantic Richfield Co., which employs
about 3,200 unionized refinery
workers. In the refinery business,
benefits average about 44% of pay-
roll expenses, excluding vacations
and sick pay, he says.

Mr. Rizzo's company is still nego-
tiating with OCAW, the refinery
workers' union. The union reached

tentative agreement last week with
Gulf Oil Corp. on a two-year pact
that calls for more employee shar-
ing of health insurance premiums.

Under the pact; which 3,000 Gulf
refinery workers must approve and
which most likely will be the pat-
tern for the industry, Gulf has
agreed to increase by $17.50 per
month its current $120.50 per
month contribution to family hos-
pitalization benefits and add $6 per
month to the current $47 a month it

contributes to hospital benefits for
single workers. An additional
$13.50 would be tacked on family
plans next Jan. 1 and another $4 to
single-employee benefits.

But, the union had sought more.
"We had proposed that the com-
panies increase their share by $30 a
month," said Jerry Archuleta, a

spokesman for the Denver-based
union.

Hospitalization plans in effect
differ slightly at each of Gulf's
three refinery locations, the com-
pany said. Generally, however, the
company's contribution had pre-
viously provided full funding of a
single worker's premium and all
but about $30 a month for family
coverage.

Since Gulf's payments are now
fixed, the tab paid by refinery
workers will depend on what hap-
pens to health costs over two years.
The added payments by Gulf trans-
lates into a 14.5% boost this year for
family plans and 12.8% for single
workers-less than the expected
escalation in both health care costs

and premiums. The percentage
hikes in the company share of the
premium in the second year are
9.8% for family coverage and 7.5%
for single workers.

"I don't know if anybody knows
what those (health cost) increases
are going to be," said Mr. Archu-
leta, the union spokesman. "What-
ever they are going to be, the em-
ployee will be picking up the cost."

Workers also will get a 9% pay
boost retroactive to Jan. 1 and a 90-

cents-an-hour hike on top of base
pay next Jan. 1. Altogether, an av-
erage worker's wage will rise to
$13.61 an hour at the end of two
years, compared with the current
average $11.66.

Other industries would like to

Continued on page 16
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inthekindof business wel:e

old AFIA inthewaywedoit
Paul F. Butler

President & Chief Executive Officer

Jr

f .

UGIf it didn't fall into a slot MIA wouldn't take the shot.'

'Well, perhaps nobody ever said that aloud, but I know a
lot of risk managers and brokers who thought it-or maybe
still think it. The general consensus was, I believe, 'Give AFIA
a property program and they'll do a great job. But give them
a complicated casualty risk and they're not so eager:

'That may have been the way it was in the past, but I can
tell you that is not the slot AFIA falls into today.

<Today, the more complicated the risk, the more eager we
are to tackle it.

"There's young thinking at today's AFIA, there's aggres-
siveness, eagerness and competitiveness. We're willing, and
eager to talk to you and quote insurance coverages you
probably wouldn't have even considered AFIA for a few short
years ago. Today, AFIA is active in and aggressively pursuing
energy-related risks, large casualty risks, marine cargo risks
and global programs, to name but a few.

rhat's where 'the good old AFIA' comes in. We bring to
underwriting those risks our experience, knowledge, depend-
ability, skill, flexibility, and our capacity to provide protection
for more than 100,000 clients around the world.

"International insurance is a maze, each country having its
own insurance laws, regulations, customs, nuances, even
idiosyncracies. And no one knows them better than AFIA.
We've been underwriting American business risks overseas
since 1918. That's experience.

"Worldwide today, AFIA has an organization of thousands
of knowledgeable, experienced people on the scene, people
who know each country's laws, regulations, customs,
nuances and idiosyncracies.

6G

And those people feed that information back to AFIA'S
branch offices here in the United States, where you can sit
with AFIA's decision makers, to orchestrate a program to meet
your insurance needs, to protect your company's assets-be
they property, products or people-wherever they may be:'

AFIA
Theolderweget

the younger we think.
AFIA Worldwide Insurance, 110 William Street, New York, NY 10038

Atlanta, Boston, Chicago, Cleveland, Dallas, Houston, Los Angeles, Miami, Minneapolis,
San Francisco, Seattle, Washington, D.C. and 230 other cities around the world.
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Workers may be asked to share health costs
Continued from page 13
achieve even better health care

cost-saving gains with their unions,
but will likely meet union resis-
tance.

The UAW, which represents
about 1.25 million workers in the

auto and farm-implement indus-
tries, has sanctioned an early open-
ing of contract talks with Ford
Motor Co. and General Motors

, Corp., which are seeking conces-
sions from the union that could in-

, clude greater employee sharing in
' health care costs.

In a surprise move Jan. 12, the
UAW and GM agreed that any sav-
ings from benefit concessions nego-
tiated would be passed on to con-
sumers in lower new car prices.
Ford is considering a similar move.

1 In an interview with Crain Com-
munications Inc.'s Automotive

News late last year, Kenneth E.
, Olthoff, GM's general manager for

worldwide employee benefits, pre-
dicted the company will seek
greater use of co-payment arrange-
ments for health insurance during
the 1980s and the introduction of

benefits based on seniority.
UAW President Douglas A.

Fraser calls co-payment "impossi-
ble" and 30-and-out "untouchable."

Chrysler Corp. also may be con-
sidering increased employee con-
tributions to health insurance costs.

"I think we're possibly looking at
co-payment in the medical benefit
area," said a senior benefits man-

ager at Chrysler.
GM already has increased health

care costs for its white-collar work-

ers. It raised deductibles from $50
to $125 for individuals and from
$100 to $250 for families covered by
its group medical plans for 138,000
non-union employees. The move,
announced on Dec. 18, also will re-

quire employees to pay 20% of cov-
ered annual expenses after the de-
ductible up to $5,000. Currently,
GM employees pay 20% of only the
first $2,500 in claims.

Ford's white-collar workers

also are feeling benefit cuts, though
not in the health care area. The

company trimmed premium over-
time, cut cost-of-living pay in-
creases for time not worked, re-
duced retirement life insurance

benefits and eliminated two vaca-

tion days for 62,990 salaried em-
ployees, effective Jan. 1. The Ford
moves also eliminated all first-class

air travel except overseas.
From the union side may come

proposals for cost-control measures
like mandatory second medical
opinions paid for by the employer
before a covered worker has elec-

tive surgery, says a United Auto
Workers official.

"We have increasing interest in
maybe a mandatory second opin-
ion," said Patrick F. Killeen, a full-
time health care consultant for the

UAW in Detroit. "That's one I

would predict there will be discus-
sion of in negotiations."

One of the unions hardest

pressed by the economy is the
American Federation of State,
County & Municipal Employees.
Because of federal cutbacks, many
states face a budget squeeze and are
in no mood to be generous in grant-
ing wage or benefits improvements
to workers, says Janet M. Kail, em-
ployee benefits analyst for
AFSCME.

"We anticipate that there will be
problems with benefit plans," says
Ms. Kail. She says government
agencies generally attempt to cut
benefits because it is easier than

trying to find cost-saving measures
in health plans.

Among the proposals AFSCME
will press for are employer-paid
second-surgical opinion programs
in health plans, she says, and addi-
tional first-dollar coverage for pre-
scription costs and vision care.

-i.....1--

"We would suggest that more
jurisdictions look at coordination of
benefits as a way of reducing
claims," she adds.

In:•ther areas, Mr. Palay of Mar-
tin E. Segal says he expects 1982
bargaining to include proposals to
subst Lize the early retirement of
workers as an alternative to lay-
offs. He also says both sides may
advance ideas for cafeteria-style
heal, n plans in which an employee
may Ihoose different benefit levels
and Docket the difference.

This approach, Mr. Palay says, is
experted to be advocated by the
Reagan administration as a way of

rekindling price-consciousness on
the part of employees using health
services.

"People are going to want to do
something about indexing pension
benefits to inflation," added Mr.
Newell of the Machinists union.

With plant closings, he adds, the
union also may try to have medical
and health benefits extended to

laid-off workers for one year from
their date of termination.

Teamsters negotiat, :s in the
slumping trucking indus.ry may be
forced to consider management
proposals for trimming "some of

the more esoteric" benefits likeout-

patient psychiatric or alcoholism
prcgrams, according to the union's
Mr. Weintraub. That's because

health benefits that used to cost $10
a w€ek now cost $45.

"And people can see it rising to
$80 or $90 a week," he adds.

Working Teamsters who are
mcre aware now of what inflation

can do to a pension check over a
decade may also support moves to
shift some benefit money to in-
creasing pension benefits to guar-
antee their financial futures, Mr.
Weintraub adds.

In November, financially

strapped International Harvester
Corp. asked UAW members for
contract concessions by next Oct. 1
that would be worth $100 million in
annual savings. The union has said
it will consider the proposal if it
can get job guarantees in return. '
Similar requests from American c
Motors Corp., Massey-Ferguson
Ltd. and Allis-Chalmers Corp.
have been rejected by the UAW.

Harvester said the proposed cuts
would come through deferred pen-
sion hikes, vacation and holiday
cutbacks or early retirement bene-
fits but didn't specify dollar
amounts. m
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L.A. gets court's OK to drop Social Security
SACRAMENTO, Calif.-Los An-

geles County's plan to leave the
federal Social Security system at
the end of the year does not violate
state law, a California Superior
Court judge has ruled.

Unless the decision is appealed
by the state attorney general, the
state's agent for receiving and dis-
bursing Social Security benefits.
Los Angeles County will be free to
pursue its withdrawal plan, subject
to some union negotiations.

More than 50,000 county employ-
ees would be affected by the pro-
posed move to an alternative re-
tirement plan, which county offi-

around the states
cials say would save money. About
$115 million in annual employee
and county contributions would be
lost to Social Security if the county
withdraws.

During the past four to five
years, there has been an increase in
the number of state and local gov-
ernments considering withdrawal
from the Social Security program,
reports Haeworth Robertson, vp at
William M. Mercer Inc. in Wash-

ington. Mr. Robertson was for-
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merly chief actuary for the Social
Security Administration.

Social Security participation is
mandatory for all employers except
the federal government, state and
local governments and non-profit
organizations. A 1950 federal law
opened the door to optional partici-
pation in the system for these
groups. The same law permits such
groups to withdraw from the sys-
tem after 10 years of participation
upon two years' notice to the Social

Security Administration.

Blue Cross rate hikes

HARRISBURG, Pa.-The state
insurance commissioner has an-

nounced rate increases for group
subscribers of Capital Blue Cross
and Blue Cross of Lehigh Valley,
effective Jan. 1.

For Capital Blue Cross, a 23.6%
increase was approved for 217,000
group subscribers in 19 central
Pennsylvania counties.

For Blue Cross of Lehigh Valley,
a rate increase of 32.1% was ap-
proved for group subscribers in Le-
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high and Northampton counties in
groups of fewer than 30 subscrib-
ers.

The increase for Capital Blue
Cross is less than requested because
the department required it to re-
fleet investment income in its rate

request and reduced the amount
that Capital Blue Cross factord in
for contingencies.

The rate changes were necessary
because of rising hospital costs and
increasing subscriber utilization,
according to the commissioner.

Work comp rate cut
COLUMBUS, Ohio-Workers

compensation premium rates
charged to local governmental
units were reduced an average 3.5%
on Jan. 1.

A decrease in four of the five

rate classifications was recom-

mended by the Bureau of Workers
Compensation and approved by the
Ohio Industrial Commission. This is

the third consecutive year rates
have decreased for most local gov-
ernmental units.

The rate cuts are attributed to

successful management of the in-
vestment portfolio that plows in-
vestment income back into the

State Fund, according to Industrial
Commission Vice Chairman W.

Craig Zimpher.
Rate classifications for cities de-

creased 6.3%; village and township
rates decrease 7.6%; school and li-

brary rates were cut 2.3%; and hos-
pital rates were trimmed 1.9%.

County and special district rates,
among the lowest charged to local
government units, increased 3.3%.
However, the rates are still 16%
below 1979 levels.

Separate state workers compen-
sation funds are maintained for

municipal governments and pri-
vate employers, a spokesman for
the Industrial Commission said.

Changes in employers' rates go into
effect on July 1 and have not yet
been announced.

Blues to hike rates
NEW YORK-The New York

Insurance Department has author-
ized rate increases for Blue Shield

of Central New York Inc. and Blue

Cross of Central New York Inc., ef-
fective Jan. 1.

A $6.1 million increase was
granted for group and individual
Blue Shield of Central New York

subscribers. A $7 million increase
had been requested. The overall
average increase was 38.2%.

Reasons for the rate hikes in-

clude increases in administrative

expenses, utilization of services and
physician costs and fees.

Some $11.8 million of a $14 mil-
lion requested increase was ap-
proved for Blue Cross of Central
New York, a 36.5% hike. The in-

crease applies to both individual
and group subscribers.

Comp rate requests
MONTPELIER, Vt.-Workers

compensation insurers in Vermont
are seeking a 10% average reduc-
tion in the rates state employers
pay for coverage.

The request, filed for the insur-
ers by the National Council on
Compensation Insurance, would go
into effect on Feb. 1 if approved. It
requests an average 6.4% rate de-
crease for manufacturers, an aver-

age 14.8% decrease for contractors
and an average 9.9% decrease for
all other employers.

Meanwhile, New Hampshire
workers compensation insurers are
asking for a 9.4% increase effective
Feb. 1, according to the NCCI.

The request proposes an average
increase of 7.6% for manufacturers,
6.4% for contractors and 12.4% for

other employers. I



S 1

e B

D.

10 \ .4. .D

0"9 I 1



business insurance, January 18, 1982 / 19

1 1.

Comparing comp systems
Study shows state funds are more efficient

By Barry T. Martin

VvHO SHOULD provide workerscompensation insurance: the state or
the commercial insurance industry?

This question, which has been asked
since the creation of the workers

compensation system in the early 19005, is
still asked today.

The answer, based on an analysis of the
efficiency of state funds compared with
private insurers, seems to be the state.

There also is a theoretical reason for

states to operate workers compensation
funds, which can be appreciated when one
considers the objectives of workers
compensation laws.

The laws' objectives are to provide
prompt and adequate medical and
loss-of-income benefits to insured workers

and to encourage a concern for safety in
the industrial workplace.

The states, naturally, also felt a
responsibility to guarantee employers
access to fair methods of financing these
costs. After all, states saw workers

compensation as a form of social
insurance, notes Albert J. Millus, former
executive director of the State Insurance

Fund in New York. And as a result, the

states felt no private groups should be
allowed to profit from the new
requirements.

The states also believed they could offer
a better financing arrangement to
employers than the commercial insurance
industry could, reducing costs to
employers by returning operating profits
to employers in the form of dividends.

Eventually, 18 states set up either
monopolistic or competitive funds to
finance the costs of workers compensation.

The insurance industry viewed the

Barry T. Martin, ARM, is an insurance an-
alyst in the Tisk management department
of Kellogg Co. in Battle Creek, Mich.

State

Arizona

California

Colorado

Idaho

Michigan

Montana

Nevada

New York

North Dakota

Ohio

Oklahoma

Oregon

Pennsylvania

Utah

Washington

West Virginia

Wyoming
Totals

Madilt ShaN

39.7 %

17.4

54.5

21.8

8.9

47.1

M*

32.7

M*

M*

20.7

55.2

10.9

65.5

M*

M*

M*

22.4%

establishment of state workers

compensation funds as a direct criticism of
its ability to meet the needs of industry.

Recently insurers also argued in
"Workers Compensation: Why Private
Insurance Outperforms State Funds,"
published by the Alliance of American
Insurers, that they must operate on a basis
of actuarial soundness while the states

must merely remain solvent, requiring
lower loss reserves. The insurers contend

this provides state funds with an unfair
pricing advantage. State funds are claimed
to be less stable than private insurers
because of this lack of reserves.

The alliance's report also suggests that
political influence serves to keep state
fund rates artifically low, causing any
operating losses to be made up by subsidies
from taxpayers, another unfair advantage.

Our analysis of state workers
compensation funds, however, reveals that
they administer their programs more
efficiently than private insurers. Various
loss and expense ratios published by the
insurance industry were used as the
starting reference point of this study.
Similar information was requested from
all 18 state funds. Comparisons were made
between the state and private industry
figures for the average loss ratio, loss
adjustment expense ratio, administrative
expense ratio and the combined loss and
expense ratio.

Difficulties were encountered in

extracting information from many state
funds. Although most of the states were
receptive to releasing information, the
amount and type of information supplied
varied. One state fund, Maryland, did not
provide any information that could be
used in this study.

Private insurers, in contrast, are

required by law to provide specific
information in a standardized format that

can be used for comparison.
Information provided by 17 states was

then used to compute the various ratios for
the state worker compensation funds for
1979. Cumulative material was provided
by only a few states, but the 1979 results
appear to be indicative of expense ratios
over time.

The 1979 data was compared with the
average ratios from private insurers to
determine which insurance system
sustained lower losses and expenses per
premium dollars received and ultimately
showed a more successful effort to

decrease the costs of work-related injuries.

For 1979, the combined state loss ratio

(losses incurred divided by premium) of
68.1%, compared with the private industry
average of 70.4% for 1979, shows both
systems are paying approximately the
same amount in benefits to workers for

each premium dollar paid by employers.
The loss adjustment expense ratio (loss

adjustment expenses divided by premium
earned) for the states was compared with
that of private insurers to determine if
either system was more or less exacting in
its adjustment of losses. The 10 states that
provided such information posted an
average loss adjustment expense ratio of
5.4%,which was significantly lower than
the 9.2% industry average for the same
period.

This difference probably reflects a
greater efficiency in loss adjustment by
the state funds. If the states' average loss
ratio had been significantly higher than
that of private industry, then the lower
loss adjustment ratio of the state funds
would indicate a tendency for state funds
to pay unjust claims.

It should be noted that the ratio of loss

adjustment expenses to claims paid was
9.4% for the state funds, compared with
13.1% for the insurance industry. This
ratio also indicates that the insurance

industry is spending more money to adjust
losses than the states do, yet their loss

ratios remain relatively equal.
The administrative expense ratio

(administrative expenses divided by
premium written), which is commonly
used as a measure of the efficiency of the
organization, produced the most
significant difference between the state
funds and the private insurers.

Using information provided by only 11
states, the average administrative expense
ratio, based on their total results, was 5.6%.
Their individual ratios ranged from 1.2%
for Pennsylvania to 11% for Oregon. This
average state ratio compares quite
favorably with the 11.5% industry average
found in Best's Aggregates & Averages.

It should be noted that this industry
figure does not include commission
expense, which is compared later.

None of the 11 state ratios was higher
than the insurance industry average,
which raises some interesting points. One
possible reason for this difference is that
the amount spent for engineering and
other loss-control services provided by the
state funds is less than that provided by
private insurers. No significant
information was received, however, from
the states regarding the amounts spent on
these services.

If it is true that private insurers do
allocate more funds for loss-control

services, then one would expect their
incurred loss ratio to be lower as a result.

However, this is not the case.
Loss-control services are often

considered socially and economically
beneficial because their objective is to
reduce work-related injuries and their
costs. The discrepancy found between
state and private insurer administrative
expense ratios seriously questions the
cost-savings of those methods used by
insurers to reduce both accident frequency
and severity. That is, while private
insurers may be spending more on

Continued on next page

Results of 17 State Work Comp Funds
Premium earned Losses Incur,ed Loss ratio Written premium Administrative Administrative Loss adjustment

expense --n- -110 ./pons'

$105,202,822

449,875,313

93,655,956

12,239,010

17,961,867

22,809,346

108,374,0001

421,096,364

23,590,810

606,572,4391

44,318,771

222,195,463

128,148,902

28,403,2221

455,533,5371

107,898,9871

22,731,5331

$2,870,608,342

$61,111,283

306,555,038

69,490,863

9,209,825

14,183,883

16,865,9522

96,717,000

277,773,198

32,802,652

332,808,8192

40,455,0672

163,834,165

129,966,548

22,287,8252

233,563,2742

130,113,414

17,465,775

$1,955,204,581

58.1 %

68.1

74.2

75.3

79.0

73.9

89.2

66.0

139.0

54.9

91.3

73.7

101.4

78.5

51.3

84.1

76.8

68.1%

$108,318,472

454,195,220

93,655,9563

N/A

16,514,335

N/A

108,959,000

N/A

N/A

N/A

44,318,7713

222,195,4633

128,709,036

28,403,2223

455,533,537

N/A

N/A

$1,660,803,012

$11,535,738

35,599,987

3,728,228

N/A

1,512,561

N/A

5,134,000

N/A

N/A

N/A

886,375

23,293,929

1,518,385

1,643,653

8,836,384

N/A

N/A

$93,689,240

M*: Monopolistic state fund 1Premiums written 2Losses paid

Sources: American Assn. of State Compensation Insurance Funds & state compensation insurance fund 1979 fiscal reports; compiled by author.

10.7%

7.8

4.0

N/A

9.2

N/A

4.7

N/A

N/A

N/A

2.0

10.5

1.2

5.8

1.9

N/A

N/A

5.6%

$8,702,711

33,301,567

3,564,460

N/A

965,382

N/A

6,059,000

N/A

N/A

N/A

2,245,146

8,699,438

12,100,571

674,646

13,574,300

N/A

N/A

$89,887,221

Lou Wiustmont

e.pens. rano

8.3%

7.4

3.8

N/A

5.4

N/A

5.6

N/A

N/A

N/A

5.1

3.9

9.4

2.4

2.9

N/A

N/A

5.4%

3Eamed premium
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 Phantom benefits': LTD plans
reduced by other disability payments

By Peter B. O'Brien

HANTOM BENEFITS. That's thelabel I've applied to some long-term
disability plans that pay little or nothing at
claim time.

An employee making a claim often

-t-'>

Peter B.

O'Brien is a vp
and senior

employee
benefits

coordinator at

Alexander 6

Alexander of

New York Inc.

His column will

appear the
third Monday
of each month

in Perspective.

realizes the LTD plan was promoting
benefits that do not materialize. The

reason stems directly from the
surprisingly long list of other disability
income benefits that are subtracted from

the advertised LTD benefits.

This list of benefits typically subtracted
includes Social Security

disability payments, workers
compensation benefits,
state-mandated "cash sickness"

plans, short-term disability

plans, group life disability
payments, pension disability
payments, group travel and
voluntary accident disability

payments, profit-sharing
disability payments and other
employer-sponsored disability
programs.

If an employee-paid plan
pays little or no benefits,
conceivably a disillusioned
employee could take action

against his employer.
One solution to eliminate the

phantom benefit is for
companies to "pump up" the
minimum and maximum

benefits. Employees will then
receive a fair return on their

contributions.

A minimum benefit of 25%

of salary seems to be a

reasonable figure in
inflationary times. For a
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Old vs. New Primary Payments
Age Old pdmar, maximum benom New pmar, maximum benefit Reduction

$757.40

757.40

735.90

676.10

643.70

622.20

608.60

maximum, the old figure of $2,500 per
month is updated to $5,000 or even $10,000
monthly. Like many life and health plans,
it's not unthinkable to imagine an

unlimited monthly maximum.
The largest amount subtracted from

long-term disability payments is Social
Security. Social Security disability
payments are generally integrated with
the LTD payments, either completely or
partially. This usually means a reduction
of the primary disability benefit.

The second solution involves

integrating a percentage of the primary or
full-family benefit with a custom-tailored
policy. One of the best ways to eliminate a
large reduction in LTD payments is to

integrate the plan only with primary
Social Security benefits.

The third solution was introduced with

the disability amendments of 1980 to the

State funds vs. insurers: Which o
Continued from previous page

loss-prevention services, their efforts do not seem to be
significantly reducing losses when compared with risks
insured by state funds.

Another interesting point raised by the difference in
administrative expense ratios involves the exclusion of
commission expense from both ratios.

When the industry averagf commission expense of
5.3% is added to the industry administrative expense
average, it totals 16.8%. The state fund ratio increases by
only 0.1% to 5.7% because most state funds pay no
commissions. Instead of obtaining coverage through an
agent, employers are usually requested to complete an
application. The applications are then processed by
salaried personnel.

For those funds that do use agents and furnished data
for this study, the ratio of commission expense to
premiums written was less than 1%, a minor increase in
the administrative expense ratio. Using this comparison,
the benefits provided by agents and brokers, since these
benefits are included in the expense ratios, must be
questioned.

Again, there is no significant difference in loss ratios
between state and private insurers, and yet the private
agents and brokers require approximately 5% of the
premium dollar for the services they provide. These
services include loss adjustment help, exposure
identification and employee education.

These services were created with good intentions and
are beneficial to society. Yet with the objective of
reducing losses, the efficiency of methods used to
provide these services is questionable.

The combined loss and expense ratio totaled 96.4% for
the industry and 79.2% for state funds, a total difference
of 17.2%.

One explanation for the whopping difference is that
the direct lower underwriting expense of the state funds
is due to their inability, for the most part, to reject or
refuse coverage to an employer. This lack of the right to
reject business should, theoretically, result in higher
losses due to the consequences of adverse selection. As
shown earlier, however, the state funds' loss experience
was no different than that of the private insurers, who
do have the right to refuse coverage.

The state funds' lower underwriting expenses raises
one further question: Are these savings being returned
to the employers? To achieve the funds' ultimate goal of
lowering the costs of workers compensation to
employers, the savings in operations must be passed on
to the employer in either lower premiums or dividends.

The state-administered funds have no option but to

return any savings or operating profits back to their
policyholders, says Glenn Adams, manager of
Colorado's fund. The Colorado fund has historically
charged lower premiums and paid higher dividends
than its competitors in the Colorado market.

The state funds have consistently posted modest
expense ratios, according to a September 1980
publication by the American Assn. of State
Compensation Insurance Funds. "The average expense
ratio for state funds varied little from the 11% level they
achieved in 1925. In fact, the average expense ratio for
funds from 1974 through 1978 was 7.1%. This
consistently low expense figure has forced private
insurers to lower their expense ratios over the years to a
more acceptable level."

The market share held by the individual competitive
state funds can be viewed as the buyers' opinion of their
effectiveness and overall operations. According to the

$757.40

735.90

683.10

655.80

633.50

618.80

608.60

$0

21.50

52.80

20.30

10.20

3.40

0

Social Security Act. Now disability
benefits will be based on indexed earnings
averaged over a greater number of years.
This will effectively reduce the Social

Security disability benefit deducted in the
future.

(The chart compares how the 1982 base
benefits compare with the payments that
would have been made under the previous

procedures.)

Concerning family benefits, the
maximum amount at higher earnings
levels is now limited to 150% of the

primary benefit, instead of the previous
175%.

Because of this reduction, a smaller

portion of the Social Security benefit will
be subtracted from the LTD benefit. So

the LTD insurers will end up paying more
of the total claim, helping to pump some

life into what otherwise can be a phantom
benefit. •

ne is better?
American Assn. of State Compensation Insurance

Funds, market shares in 1979 for competitive state funds
vary from 8.9% in Michigan to 65.5% in Utah. In all
states, except Pennsylvania, the state fund has a larger
market share than any commercial insurer.

Some of this difference in market share results from

the funds' reputation, as well as restrictions placed on
certain funds by their respective states. In Oklahoma,
for example, the fund is prohibited from actively
soliciting business.

With the entire competitive state fund market taken
into account, the funds have a 22.4% market share, or

over one-fifth of the entire market. Considering that
each state fund is but one insurer in a competitive
market, the 22.4% speaks very favorably for the funds.

It appears that the savings offered by state funds
result partly from the elimination of certain services
and expenses. The services provided by private insurers
may be beneficial, but the value of these services is
questionable since losses were not reduced. The leading
market share held by 11 of the 12 competitive funds
indicates their savings are being recognized by
employers.

This study has not attempted to examine the operation
of any one state fund in particular, but to consider the
concept behind the use of state facilities for providing
workers compensation insurance. Although there is
wide variation among the results reported by the
individual state funds, the concept proves to be
generally valid.

Perhaps all state funds and private insurers will more
closely examine their operations and find methods of
improvement that result in a better workers
compensation system and a safer industrial
environment.
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Pension costs per employee
grow at record pace in 1980

By JERRY GEISEL

NEW YORK-Corporations'
pension costs per employee in-
creased in 1980 at a record level,

but employers' total pension costs
eased, according to a new study.

Led by spiraling pension costs in
the automotive industry, average
pension costs among the nation's
largest industrial corporations
polled in the latest Johnson & Hig-
gins pension survey climbed to
$1,329 per employee in 1980, up
from $1,185 in 1979, a 12.1% in-
crease.

That is the biggest percentage
rise in pension costs per employee
since J&H, the nation's fourth-lar-

gest insurance broker, began sur-
veying large corporations' pension
costs in 1977. The corresponding
increase in 1979 was 11.8%.

Pension costs per employee rise
when companies pare their em-
ployment rolls when the economy
turns sluggish. As employment
r6lls plunge, pension dollars are
concentrated on fewer employees.

For example, in the automotive
industry, which began to lay off
large number of workers in 1980 as
sales stalled, pension costs per em-
ployee jumped to a whopping
$3,200, up from $2,399 in 1979, a
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33.4% increase. That was the grea-
test percentage increase among the
27 industrial groups that J&H sur-
veyed.

Other industries with high pen-
sion costs per employee in 1980 in-
clude: utilities, $2,421, up from
$2,235, an 8.3% climb; metal manu-
facturing, $2,228 from $2,077, a 7.2%
rise and office equipment, $1,810
from $1,604, a 12.8% increase.

T) get a handle on corporations'
pension costs, J&H examined pen-
sion data contained in the annual

reports of 470 of the Fortune 500
industrial corporations and 175 of
the largest non-industrials in each
of 'our categories: commercial
banking, retailing, transportation
and utilities.

Pension costs per employee
slightly declined in industries
where employment grew. For ex-
ample, in the apparel industry,
where employment rose 8.1% in
1980, pension costs per average em-
ployee dipped to $320 from $340 in
1979. In the booming mining and
crude oil production industry,
where the number of employees
climbed by 1.3% in 1980, pension
costs per employee slipped to $1,803
from $1,822 in 1979, a 1% drop.

While pension costs per em-
plcyee increased at a record level
in 1980 as employment rolls
shrunk, corporations' total pension
costs eased as the number of em-

ployees decreased. The companies
surveyed in the Fortune 500 indus-
trial group shelled out $21.47 billion
to maintain corporate pension
plans. That 10% rise over the $19.52
billion spent on pensions in 1979
compares with a 15.9% boost in 1979
over 1978 costs and is the smallest

increase since 1977.

"This comparatively lower
pension cost increase is most likely
to be the result of favorable invest-

ment performance during 1979-80,
combined with a decrease in the

average number of employees,"
J&H noted. "Higher unemploy-
ment means lower payrolls and less
ccverage."

Total pension costs among indus-
trial firms increased the most

among the six surveyed soap and
cosmetics companies, which re-
ported a 20.3% hike in 1980 to
$109.8 million from $91.3 million in
1979.

The tobacco industry and scien-
tific measuring and photo equip-
ment industries tied for the second-

highest increase in total pension

Card
Drug

Prescription

costs: 17%.

The four tobacco companies sur-
veyed spent a total of $222.5 million
on their pension plans in 1980,
compared with $190.1 million in
1979. The 15 surveyed firms in the
scientific measuring and photo
equipment group contributed
$825.2 million, compared with
$705.5 million in 1979.

The average pension cost per
company among Fortune 500 in-
dustrial giants in 1980 moved ahead
to $45.7 million, up from $41.5 mil-
lion in 1979.

Companies in the motor vehicle
industry spent the most on pension
plans in 1980-an average of $198.8
million per company, compared
with $178.6 million in 1979, an
11.3% rise.

In the industrial and farm equip-
ment industry, pension plans cost
the average company $137.6 mil-
lion in 1980, compared with $118.9
million in 1979, a 15.7% increase.

Companies in the metal products
industry plunked down an average
of $66.4 million to maintain pension
plans, a 16.9% rise over 1979's aver-
age company cost of $56.8 million.

When pension costs are consid-
ered as a percent of pretax profit
among industries where more than
one company was surveyed, the
motor vehicle industry ranks first
at an incredible 6,976.6%, up from
just 29.2% in 1979.

This huge increase is a reflection
of the hundreds of millions of dol-

lars the automobile industry lost in
1980.

Much further back was the rub-

ber and plastics industry where
pension costs as a percent of profit
among the six surveyed companies
surged ahead to an average of 55%,
compared with 42.8% in 1979.

The J&H report also found:
• Seventy-six companies in-

creased pension benefits.
• Five companies amended

their pension plans to make them
non-contributory.

• Nine companies gave a gen-
eral statement of the new liabilities

they face under the Multiemployer
Pension Plan Amendments Act of
1980.

.

Copies of "Funding Costs and Lia-
bilities of Large Corporate Pension
Plans: 1981 Erecutive Report," are
available from Johnson & Higgins,
Employee Benefit Plan Depart-
ment, Research Unit, 95 Wall St.,
New York, N.Y. 10005, 212-482-6062.

NOW...
For Firms

With 10

or More

Employees
A "Stand-Alone"

Prescription Drug Card Plan
No other coverage required. A highly

visible and utilized fringe benefit.
tailored to your need.

CRM INSURANCE MARKETING, INC.
3185-J Airway Avenue

Costa Mesa, California 92626
(714) 9794470



Multiemployer trials could be delayed
Continued from page 3
withdraw from multiemployer
plans and face liabiliti6s they never
expected when they joined.

For example, Central States esti-
mates that employers that either
partially or completely withdrew
from the plan in 1980 now owe the
plan $85 million.

With more cases being filed each
week, "it makes no sense for litiga-
tion as complicated and technical as
this to proceed in four separate
lawsuits in front of four different
judges," Witte said in its motion to
the multidistrict judicial panel.

But Johnson Motor Lines and
TMX, whose suits would be consol-
idated with Witte's if the motion is
approved, disagree.

Washington attorney Lester
Bridgeman, who represents John-
son, says that he's worried that if
the four cases and similar cases
filed later are funneled into one
court, a "kind of pre-trial gridlock"

Liabilities hiked
Continued from page 2
sion guarantee program set up
under ERISA affords employees all
the pension rights to which they
are entitled.

Any benefits in excess of those
guaranteed under the PBGC pro-
gram would be inconsistent with a
congressional desire to limit em-
ployers' pension liabilities, Hep-
penstall argued.

But the appeals court disagreed.
While ERISA does limit an em-
ployer's liability to PBGC at 30% of
net worth, that cap does not bar
employees from recovering pro-
mised benefits from the employer,
the court said.

"It is not inconsistent with the

statutory scheme to permit employ-
ees to recover directly from the
employer any additional benefits to
which the employer has contrac-
tually obligated itself," the appel-
late court said.

For example, if employees'
vested benefits amounted to $1 mil-
lion, and the PBGC only guaran-
teed 85% of the benefits, the em-
ployees could sue the employer to
recover the additional $150,000 in
benefits promised by the employer
under a collective bargaining
agreement.

The case now goes back to the
trial court to decide how much

Heppenstall owes the 16 retirees. •

Just another day?
Continued from page 3
Mr. D'Oca-is the possibility of
going off the air and giving viewers
a blank screen to stare at.

This has happened at CBS just
once, and Mr. D'Oca does not seem
to be losing much sleep over it.

The "basics" he refers to include
a technical system featuring
backup and contingency plans to
deal with equipment failures.

The basics also mean insurance,
but the network hasn't purchased a
special policy just for this event.

CBS has placed its all-risk cover-
age, which includes property and
business interuption insurance, in
the London market, he says.

This is the same coverage CBS
relies upon for all events.

Through broker Schiff Terhune
International in New York, CBS
has insured liability and workers
compensation exposures through
Continental Insurance Cos.

The risk management depart-
ment tries to identify its exposures
for an event like the Super Bowl,
including all contracts, property
leases and equipment to be used.

Next is risk analysis, or as Mr.
D'Oca says, "How are we covered."

The Super Bowl may be a glam-
orous event to the viewer, but for
Mr. D'Oca it's really not much dif-
ferent than any other Sunday.
"What distrubs me is the thing I
don't know about. This I know
about." •

would be created as that court
would be swamped with a rampag-
ing stream of new cases.

He also notes that both the John-
son and TMX cases, which are
pending in U.S. District Court in
Chicago, are at a far more ad-
vanced pre-trial stage than Witte's.

TMX attorney Harris Weinstein
of Covington & Burling in Wash-
ington disputes Witte's argument
that consolidation is necesary be-
cause of "complex financial, statis-
tical and actuarial issues" requiring
extensive discovery.

While Witte has challenged the
computations the Teamsters' plan
used to calculate the withdrawal li-

ability claim, TMX's suit only in-
volves a challenge to the constitu-
tionality of the law.

Witte earlier was ordered by a
Minnesota court judge to submit its
dispute with the Teamsters' plan to
arbitration before seeking a judicial
remedy (BI, Dec. 28, 1981). .
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classified advertising
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LONG ESTABLISHED COMMERCIAL
LINES PROPERTY & CASUALTY

SAN FRANCISCO
Business Insurance AGENCY SEEKS MERGER OR SALE BAY AREA NATIONAL AVAILABLE

Revenues about $600,000 00 Pre- CLAIMS MANAGER
Circulation mium about $4,000,000 00 Excel- INSURANCE BROKER
Breakdown* Int markets Central Massachus Stable, mature and capable

AGENT/BROKER
etts location Principal willing to seeks Property and specialist in casualty (auto -

Commercial Consumers remain Reply genera) liability - products)

Administrative Management
Box 519, BUSINESS INSURANCE Marketing Manager and worker' s compensation LICENSE SUPERVISOR

740 Rush St , Chicago, Ill 60611 losses ' Hands on*' experience
owners, presidents. A 1/Iapr Chicago based broker is looking for a

This position :s immediately avail- managing claim deparrments
vps, etc 6,635 able for an experienced individual at both company and agency/ Supervisor to manage our Agent / Broker Licensing

Financial Management who has brlad experience m the broker levels dealing with large Department The position reuires thorough under--Risk Management.
chief financial officers, Property field with heavy expertise commercial accounts and co

vps of finance, secretanes,
[ m HPR business This is a senior ord,nating claim activity with standing of the Insurance Department licensing

• Corporate
treasurers, etc 9.335

position m the organization with malor carriers requirements in all states, knowledge of insurance
National • Insurance 1 strong upward mobility possible, Interested in challenging po products including Life, Health, Property, Casualty

insurance Management We offer excellent benefits and sition with Reinstrer, Self-in

vps, directors, managers of
Placement Company salary commensurate with expert surer or Captive For resume and Auto, and EDP experience

insurance, nsk, benefits, • Brokerage ence Please reply by resume, in- write to We provide an excellent starting salary and benefit
compensation, safety, cluding salary history/rquirements Box 522, Business Insurance program Please send resume in complete confi-
secunty, etc 5.112 MARTY HODES, ARM to 740 Rush St., Chicago, IL 60611

(212) 697-3358 dence to
Box 521, BUSINESS INSURANCE

Government, Associations, 740 Rush St , Chicago, ill. 60611 Box 517, Business Insurance
Unions, Educational IRM Division
Institutions 952 6*3 Insurance Risk

740 Rush St Chicago, Ill 60611

Commercial Consumers - Management equal opportunity employer m/f
Sub·total 22,034 - Career Guides Agency --

415 Lex Ave , NYC 10017
Insurance Agents OCEAN MARINE

& Brokers 9,486
SALES - SERVICE

Insurance Cos 4,486 MANAGER
Financial Institutions 292

Actuanes, Attorneys, INVESTMENT (To $45.000) New Jersey
Adjusters, Appraisers

Mator Southwest broker seeks We are a top ten broker
& Consultants 2.135 OPPORTUNITY individual with supervisor or

management experience. 50%
looking for a commercial

Others allied to the field 752 or more in Cargo, Sales exp, sales person who has the
Exclusive franchise in Amer

lizzl
TOTAL 39,185

knowledge of markets. open to talenz to become a manager
ica's most profitable and overnight travel. minimum 7 within 2 or 3 years. Must

*Source Business/Occupational dynamic industry is being yrs exp, some inland water have a good track record in RISK MANAGEMENl OPPORTUNITY
breakdown ot qualified circulation, offered for the first time In way exp a plus, brokerage exp sales and have a book or

May 4, 1981 issue as submitted to
desired. but not required For EMPLOYEE BENEFITS ATTORNEY

this area International com- , following Marketing knowl-
these & other professional in-

BPA for June 1981 BPA Publisher s edge of medium and large This newly created position located m malor TEXAS locate
pany will place qualified surance positions, write or call

Statement commercial accounts Please requires a law degree plus 35 years experience with a law
individual in "turn key" H. Bob Turner firm specializing in (or a department from within) Employee

GARY NELSON & be soecific in your sales pro-
business, train key people, ASSOCIATES, INC duction Send resume to D. Benefits/Legal Other considerations will be given to Corpo

rate level benefits attorney Candidates must be skilled
provide inventory, finance 220 Montgomery St Mclaughlin, c/o J. S. Kem- at drafting pension plans plus working with industry regula
your customers, and pay Penthouse # 1 per & Co., P. O. Box 1007, tory agencies such as IRS, DOL, PBGC You will also work
you thousands of dollars

San Francisco, CA 94104 Milburn, NJ, 07041. with actuaries and actuarial firms Must be able to prepare

"up front" on orders where
(415) 398-3232 pension booklets, draft and finalize all pension plan docu

SALES
ments and trust agreements, and will participate In negoti

your customers pay only on ation of and approval, from legal aspect, of all group an

PRODUCTION
future energy savings. Ex- nutty contracts covering Insured Dension plans or guaranteed

Investment contracts covering defined contribution pension
isting customers of our plans You will also provide assistance to Group personnel
franchisees reads like NATIONAL · Orange County firm involved in the

PHILADELPHIA
of all group benefit contracts This ts a superb opportunity

"Who's Who" of Fortune 500 health care system seeks Assistant within a large corporation seeking an Innovative and career
: SALES FORCE : Executive Director to manage the

We are a top ten broker and If you qualify, you will be
oriented individual Starting compensation ts OPEN and our

following functions: client ts "open minded" as they are des,nous of hiring the
have an opening for a sales flown to Los Angeles for a 1 Consultant to Clients '"best persol for the position" Please contact Jim Gilbert
person who has property and , We are looking for aggressive, bright , Must be skilled in benef ts in Dallas for further details
casualty experience We'd con tour of installations and , people to Join our national sales , comparison, account analysts
s,der a company person with personal interview Minl- ' force and familiar with potential cost-
extensive technical background mum investment of $40,000

Protected markets are available for 4 containment and cost avoid
who is sales oriented A book the right casualty, life and benefit '
of business would be a definite to $100,000 Call President ance programs

pecple 4Vithout giving up your cur 2 Marketing I .

plus The position is sales and at 1-800-323-6556, ext R-137 ' ren- business arrangement, an es- 4 Needs knowledge of strategy
some service of commercial ac or write ; tab.,shed automobile dealer employ- , development and contract pro
counts Send resume to R J. ee benefit program offers an excel- , posals Must pcssess good ccm
Walton, Res VP. James S FEDERAL ENERGY , len, opportunity to supplement your , munication skills
Kemper & Co., One Bala Cyn SYSTEMS INC
wyd Plaza, Ste 428, Bala Cyn-

income while using our product to . 3 03ta Processing Expertise
Suite 200, 336 N Foothill Rd.

wvyd, PA 19004
, bul,d your business Needs Awareness of systems

Beverly Hills, CA 90210 . For further information immediately , capabilities and reporting
) contact mechanisms as an integral

part of consulting and maret

Sales/Marketing Dept Ing

VIP AGENCY Salary at $25,000 plus
P 0 Box 536 Submit resume to P 0 Bolt 1300,

A

Teaneck, NJ 07666 Orange, Calif. 92668 V* ,

ACTUARIES - CALL GLENN WOOTTON (201) 837-1500

FCAS - Major reinsurer has reorganized creating a ne. po
sition for a motivated new FCAS This position involves an-
nual statements. research & development, & mgmt rel)01 ts

MGIC
This organization has a large actuarial operation with un-
limited opportunity $45KCHIEF ACTUARY - Small to mid-sized co currently seeks - REINSURANCE
its first actuary This riosition requires ACAS & reports to a

ill Vatetotheifuurof thstop'erau52*nicm,n& YZ,in$
exp is desired as well as the ability to deal with ton mgmt

*2(AclaWARYK- This is a mid-sized co in a Southern loca- PENSION ANALYST
tion They have a good mic of comm & personal lines

MANAGEMENT
MGIC, the nation's premier financial services insurer, ts

business The operation is run by an FCAS that supervises 2 see<ing an experienced reinsurance executive to assist
students This requires 5 exams to an ACAS & will involve
pricing & product development You will supervise one stu

Southern Company Services, Inc with offices in Atlanta, in structuring and negotiating reinsurance treaties
dent & support staff & have constant contact with sr mgmt Birmingham, New York and Washington provides technical Major responsibilities include review and structuring of
in the co $36K and other specialized services to the Southern Electric System, existing treaties to provide greatest economic benefit
ACAS - Major co seeks actuary to run pricing & reserving
operations for one of its major subsidiaries You will be di which is comprised of Alabama, Georgia. Gulf and Mississippi and negotiating new treaties on ceded and assumed
ectly responsible for nigut to top mgmt that will affect the power companies and Southern Company Services
profitability of this co If you want a position that has as business Candidates should have at least 5 years expe-
much or more input as the underwnters in co decision mak nence In reinsurar'ice underwriting and treaty negotia-
ing process. this one is for you This is a hands on Dosition The Atlanta office has an immediate career opportunity for a& require 6 exams to qualify $36% tion, and be familiar with facilltative reinsurance This

MIDWEST & SOUTHWEST BROKERS &
Pension Analyst to assist in the administration ofthe Corporate experience should be in unusual or complex situations
pension plan Candidates should be degreed and have 3 to 5

SPECIAL RISK - RAY J. CROWLEY
years experience in pension plan administration including

MARKETING REP - This is a unique opportunity with a
very aggressive major competitor in the brokerage area This working knowledge of ERISA reijulations Duties include This position is newly formed due to our success and
particular situation deals with the entertainment industry
& is expanding If you have 2+ yrs prop & eas exn

benefit calculation, interfacing wirh data processing and product expansion Dynamic future development is
& are looking to grow. this could be it Beautiful medium actuary, governmental reporting, and retirement counseling
size S W city S OPEN

planned

LONG HAUL PRODUCER -If you have several yrs in the We offer competitive salaries and excellent benefits packagetrueking sector of the industn & are looking to expand &
benefit from a growing, aggressive national broker. this is a Please forward resume with salary history, in confidence, to
great opportunity You must have good credentials & be MGIC Is located in Milwaukee which offers a pleasant
willing to make more than moderate money and affordable Midwestern lifestyle
COMM PRODUCER - This is a new branch offioe for a Personnel Department
major firm They are looking to form their nucleus right
now If you are a good production person or a fireball look
mg for 6 figures There is room for you in this opention

SOUTHERN COMPANY

Reap the benefits of this ground floor situation $$$$ SERVICES, INC For prompt consideration, please send your resume
P 0 Box 720071 includ,ng salary requirements to

Atlanta, Georgia 30346
a i..

Bob Brodie

./-0. 1 An Equal Opportunity Employer M/F

Investment Corporation
INTERNATIONAL INSUMNCE Southern Company Services A MGIC MGIC Plaza

CONSULTANTS,INCORPORATED Milwaukee, WI 53201
DIVERSIFIED EXECUTIVE SEARCH SERVICES the southern €lectrc system
5301 N. Dixie Highway, Ft. Lauderdale, FL 33334

800-327-8228 iopporp'overm/f



business insurance, January 18, 1982 / 25

Johns-Manville sues M&M for coverage gaps
Continued from page 3
ance broker in a proper manner in
accordance with the highest stan-
dards of the profession.

"Furthermore, it is clear that the
charges of malicious conduct on
which a claim for exemplary dam-
ages is made are baseless and,
therefore, the claim for such dam-
ages is without merit."

A spokesman for M&M said
"Johns-Manville is presently a cli-
ent of Marsh & MeLennan. Since

we have a corporate policy of not
discussing matters pertaining to eli-
ents in public, we can't comment
on the lawsuit."

Curtis Caton, a San Francisco at-
torney for Johns-Manville, said
also that the company and M&M

have agreed not to publicly discuss
the case.

"Officials of Johns-Manville and
Marsh & MeLennan are in commu-

nication about the subject matter of
the dispute," Mr. Caton said.

According to attorneys familiar
with the litigation, damages in the
suit could hinge on the outcome of
an underlying suit brought in Cali-
fornia against a number of insurers
by four former asbestos manufac-
turers, including Johns-Manville.

To the extent the court decides
that manufacturers rather than

their insurers are liable for the
claims, the suit against the broker
seeks indemnification and other

damages.
Manufacturers and insurers al-

ready are fighting in courtrooms
across the country over how insur-
ance policies years ago must re-
spond to claims brought today for
asbestos-caused injuries. But this
appears to be the first case brought
by an asbestos manufacturer
against its broker. Attorneys close
to the litigation contacted by Busi-
ness Insurance could not recall any
other asbestos manufacturer suing
its broker.

In the complaint, it states that
M&M each year since 1944 has ob-
tained comprehensive general liab-
lity and workers compensation in-
surance and coordinated· the acqui-
sition andadministration of the in-

surance into an overall package for
Johns-Manville.

Risk manager part of J-M's losses
Continued from page 3
he had already been dealing with the.legal side.

"I could see it (the constraints by the legal depart-
ment) coming way before then," he said.

It became too much of a legal-type job, said Mr.
Curtner, who is not a lawyer. A lot of decisions were
based on a legal perspective and all risk manage-
ment decisions were reviewed by the corporate
counsel.

"It led to an erosion in other areas as well," he
said. Other risk management functions began to
take a backseat to the question of liability and the
impact of asbestos litigation, he added.

Mr. Curtner said he spent about two-thirds or
more of his time on areas affected by asbestos litiga-
tion, although much of it was by choice. "It had such
a big impact," he said.

As it was, his responsibilities were "ill-defined,"
he said. Coverage issues, relations with insurers and

various court decisions caused attorneys to contin-
ually rethink, various insurance and risk manage-
ment issues.

Mr. Curtner praised the quality of people at
Johns-Manville and said the problems did not in-
volve their ability to do the job. "The problem is that
they have too many chiefs," he said.

The current head of risk management for Johns-
Manville, Rita Rubin, has the title of manager of
insured programs. However, Business Insurance has
learned that the company is seeking a risk manager
at a reported salary of $80,000.

"What fascinates me is where they will fit him
into the organization," he said.

Mr. Curtner's salary at Johns-Manville was in the
"high-4Os."

A spokesman for the company would not confirm
whether a risk manager was being sought or that an
$80,000 salary was being offered.

Ruling opens asbestos firms to more suits
Asbestos manufacturers could

face more lawsuits following the
Supreme Court's refusal to hear an
appellate court decision that allows
plantiffs more time to sue.

Refusal to grant certiorari in
Johns-Manville vs. White permits
application of admiralty law in as-
bestos cases filed by shipyard em-
ployees and seamen in the 4th Cir-
Cuit.

"The effect of the suit will be to

allow asbestos victims a day in
court who might not have had the
opportunity," said attorney Ri-
chard Glasser of the Norfolk, Va.,
firm of Glasser & Glasser. He filed

the suit on behalf of five Virginia
shipyard workers. The decision ap-
plies only in the 4th Circuit.

Plaintiffs in Virginia were some-
times denied the opportunity to sue
for asbestos injuries because the
two-year Virginia statute of limita-
tions ran from the date of the vic-

tim's last exposure to asbestos.
Since asbestos-related diseases

often are not apparent until many
years after exposure, these victims
could not sue, Mr. Glasser said.

At the same time, those who
were exposed to asbestos and who
sued within the two-year statute of
limitations could not prove injury
because the disease had not mani-

fest itself, he added.
Under federal admiralty law,

there is no specific, statute of limita-
tions. Plaintiffs are given a reason-
able time to sue from the diagnosis
of the injury. Admiralty law also
provides other procedural benefits
to plaintiffs that they might not get
under Virginia law.

It incorporates strict liability that
some states, including Virginia,
have not adopted and also allows
for certain damages in wrongful
death cases that some states do not,
he said.

M&M plans reorganization
Continued from page 2
U.S.-only Marsh & MeLennan Inc.
brokerage subsidiary greatly ex-
pands the business under M&M
Inc. President Robert Clements.

Becoming part of M&M Inc. are
M&M International Inc., the for-
eign M&M offices, and C.T. Bowr-
ing Ltd. in the United Kingdom.

The board of managing directors
will report to A.C. di Montezemolo,
who becomes chairman of M&M

Inc., a p6sition that has been vacant
since L. Patton Kline was pro-
moted to president of the parent
company. Mr. di Montezemolo
moves from M&M World Services,
where he was chairman.

While the move will ·not lead to

immediate changes in how M&M
pursues its international business, it
eventually will lead to all subsi-
diaries using the M&M name.

However, the only Bowring op-
eration that will use the M&M

name will be Bowring U.K. Ltd.,

the retail broker. Mr. Regan pre-
dicts it will someday be called
Bowring, Marsh & McLennan.

C.T. Bowring, the Lloyd's bro-
ker, will continue to use its name,
retaining identification in the
closely knit Lloyd's community.

Mr. Regan describes the restruc-
turing as a "corporate reorganiza-
tion that doesn't exist anywhere
else in the world." It also has the

effect of "dramatizing product dif-
ferentiation" by promoting the
M&M name internationally, an ad-
vantage that he says none of its
competitors have at this point.

Moreover, Mr. Regan hopes the
reorganization will lead to greater
utilization by the international op-
eration of the technical expertise in
M&M World Services. This techni-

cal arm also becomes part of the
new M&M Inc. and offers such ser-

vices as loss prevention, captive
management, environmental pro-
tection and nuclear consulting. .

The case so far is the only one to
address application of admiralty
law and does not extend beyond
the 4th Circuit, Mr. Glasser said.

But he said that any future court
that addresses the issue will likely
follow the opinion.

A spokesman for Eagle-Picher
Industries Inc., one of the com-

panies appealing the case, played
down the impact of the decision.

Rod Nall, vp of investor rela-
tions, said that the Supreme Court
decision would not likely have an
effect on other states in the 4th Cir-

cuit that have more liberal statutes

of limitation laws than Virginia.
Other firms that sought Supreme

Court review of the case included

Johns-Manville Corp., Owens-
Corning Fiberglas Corp., Unarco
Industries Inc., Raybestos-Manhat-
tan Inc., H.K. Porter Co., Celotex
Corp., a unit of Jim Walter Corp.,
and Pittsburgh Corning Corp. .

The suit specifically says:
"M&M orally and by virtue of its

conduct agreed to provide J-M with
the complete brokerage and insur-
ance-related services de-

scribed. . .at the highest standards
of professional care and quality, in
return for receiving J-M's insur-
ance account," the suit says.

"Any failure of M&M to obtain
and assure a full and complete in-
surance package for J-M, with cov-
erage for all legal liability in the
Underlying Actions. . .constitutes a
breach of the oral and implied
promises of M&M to provide insur-
ance services described. . ."

"To the extent J-M does not have

an insurance package with full cov-
erage for J-M for all legal liability
in the Underlying Actions. . .the
resulting uninsured liability and
costs of defense would be the pri-
mary fault and responsibility of
M&M. . ." the suit adds in another

count.

In addition, "M&M stands in a fi-
duciary relationship with J-M and
has a duty to cooperate with and
assist J-M, including a duty to dis-
close to J-M the facts and circum-

stances surrounding the placement
of insurance..."

"M&M has breached its fiduciary
obligation to J-M by its continuing
failure and refusal to cooperate
with and assist J-M. . ."

In addition to the substantial

damages, the suit seeks an injunc-
tion compelling M&M to fully dis-
close information about Johns-
Manville's insurance and a declara-

tory judgment on the manufac-
turer's right to indemnity from the
broker. Attorneys' fees, the costs of
the suit and other relief is also re-

quested.
As of last week, a response to

Johns-Manville's complaint had
not been filed, according to David
Foster, an attorney for Marsh &
McLennan.

In today's society Kidnap, Ransom and Extortion.insur-
ance has taken on new and greater importance. Act now,
your clients who require this protection will benefit from
broader coverage and more attractive rates.

TheWetzel

Company, Inc.
3003 West Alabama

Mailing Address: P.O. Box 66452
Houston, Texas 77006

Telephone: 713/523-3003
Telex: 76-2053

Only through agents/brokers/insurancv companies

Coming Up!
Risk Management Services

Issue Date: February 15, 1982

Ad Closing: February 2, 1982

New York:

220 East 42nd Street, N.Y. 10017 (212) 210-0133
Chicago:
740 Rush Street, IL 60611 (312) 649-5275
Los Angeles:
6404 Wilshire Blvd., CA 90048 (213) 651-3710

Reporting weekly for corporate risk,
employee benefits and financial executives.
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Self-insurer, captive rules not needea: Survey
Continued from page 1 self-funds but does not use a cap- decisions and audits seem impracti- and Bermuda captive. ers should get involved.
ket by 1984, doesn't require them to tive. cal because "regulators have In all, among those 48 respon- Among them was the manager of

expand their authority over more "It is not insurance If we choose enough difficulty monitoring an in- dents opposing any new regulations risk and insurance for a financial
self-insured programs and dealings not to insure our accounts receiv- surer's financial standing-an in- over the operation of self-insurance institution that doesn't self-fund or
with captive insurance companies able, yaluable papers and burglary, dustrial multitiered company plans other than for mandated use a captive "I look at these (par-

The most outspoken commis- why must that be regulated9 It's would be more difficult," observed workers compensation and auto- ent company-to-captive) transac-
sioner, William Woodyard of Ar- stupid and idiotic," responded the the corporate risk manager of a mobile hability insurance (in 29 tions as only a slight variation on
kansas, is especially concerned that vp of insurance for a conglomerate manufacturing and distribution states) were 26 that self-fund risk, the self-funding arrangement and
the alternative risk-funding mech- with $3 billion in gross revenues company with $825 million in sales 14 that both self-fund and use a as such should be exempt Any out-
anisms of self-insurance and cap- that self-funds and uses a domestic that self-funds a portion of most of captive insurer, seven who don't side business requires regulation.
tive insurance companies operate and Bermuda captive. its risks. self-fund or use a captive and one 44Here you are getting beyond
with an unfair advantage over the More regulation "defeats the that uses a captive but doesn't self- self-insurance and going into a true
commercial insurance market, purpose of self-insurance, poten- And who, he asked, "can deter- fund insurance concept and usual regu-

which is more regulated (BI, Nov tially reducing the financial bene- mine how much catastrophe insur- Among the 17 who favor new lation should apply," adds the cor-
16, 1981) fits," observes the person handling ance is needed?" and additional state regulation of porate insurance manager of a fi-

Few members of the Risk Man- property/casualty insurance for a The vp of insurance for a con- self-funded plans are eight that nance and insurance company with
agement Board share Mr Woo- manufacturing company with $350 glomerate with $3 billion in gross self-fund some risk now-many to $1 billion in sales that self-funds
dyard's concern Although 38% of million in sales that self-funds revenues that self-funds and uses a a limited degree-four that self- some risk

"

the respondents agreed with him workers compensation, liability domestic and Bermuda captive sug- fund and use a captive, two that use But only as respects ability to

that the alternative funding mech- and property damage gested that states could require captives and three that do not self- pay claims," qualifies the risk and
anisms have an unfair advantage, The most common argument companies to annually hire a certi- fund risk or use a captive. insurance manager of a commercial

they either said the insurance in- presented by those supporting new fied public accountant and an actu- The opposition to more state con- bank with $1 8 billion in assets that
dustry deserved the boot for being regulations was best expressed by ary to audit and certify the ade- trol of dealings with captive insur- self-funds but doesn't use a captive
unresponsive or that the best way the risk manager for a refuse haul- quacy of reserves ance companies was more vehe- Although each of the three fa-
to create equity 15 to deregulate the ing company with $30 million in Two respondents offered an al- ment than the opposition to more vored offshore captive domiciles-
commercial insurance market sales "to insure that a self-insurer ternative to regulation of self-in- regulation of self-insurers. Bermuda, Cayman and Bahamas-

The Business Insurance Risk has the financial ability to pay surers as a way of encouraging Only five respondents, or 8%, regulates captives to assure sol-
Management Board is composed of those claims for which it is legajly well-managed self-insurance plans said that states should be able to vency, only Bermuda's law has in-
161 corporate executives who are liable " "Some regulation of service provid- regulate the way companies fund spired the confidence of survey re-
responsible for risk management in Many of the other 16 respondents ers might be appropriate," said the risk through wholly owned insur- spondents
their organizations and have vo- who favor more regulation said director of insurance for a diversi- ance subsidiaries two that self- Of the 41 respondents who felt
lunteered to respond to six surveys they supported new regulation fied manufacturing and sales com- fund risk, one with a Bermuda cap- qualified to say whether regulation
annually Sixty-five board mem- only to the extent of assuring the pany with $6 billion in sales that tive and two that do not self-fund of offshore domiciles is sufficient to
bers or 40% of the board responded financial stability of the self-insur- self-funds and uses a captive or use a captive All five wanted protect the interests of policyhold-
to this survey ance plans "Claims adjusting firms or adjusters more assurance that the captives ers, 76% said yes on Bermuda Only

But the risk manager for a man- should have some controls-licens- would have the money to pay 49% said regulation was sufficient
Those who responded are ufacturing and distribution com- ing perhaps or periodic audits." claims in Cayman and the Bahamas

clearly those who have a vested in- pany with $825 million in sales, says the assistant vp and director of Among those opposing such new The respondents, however, were

terest in opposing new regulations which self-funds a portion of most risk management for a consumer regulation was the director of cor- most familiar with Bermuda Of the
for self-insurers Of the 65 respon- of ltS risks without a captive, count- services company with $2 billion in porate risk management for a man- 19 respondents using captives, five
dents, 78% self-fund risk beyond ers "Liability or responsibility for sales that self-funds and has two ufacturing company with sales ex- of which have captives in two dom-
common deductibles over a wide third parties is there regardless of captives ceeding $1 billion that self-funds iciles, 16 of the captives are located
spectrum of risks Among the 51 the funding involved. Since insur- Another respondent, however, several risks and uses a Bermuda in Bermuda All but one of those
self-funders of risk, 19, or 37%, use ance is not required, what deter- scoffed at regulations designed to captive "I'd have to please all the captive owners attested to Ber-
a captive insurer Another three mines the need for regulation of assure self-insurers will be able to insurance commissioners-no muda's adequate regulation.
respondents use captive insurers self-insurance vs non-insurance?" pay losses when they come due thanks," he wrote The other captives of respon-
but do not self-fund any risks, Adequate funds to pay losses

.There is no regulation and guar- When captives pool and redis- dents are located in Colorado (two),
bringing to 34% the number of total among self-insurers is obviously a antee that your employer will exist tribute their risks or underwrite in- Tennessee (two) and one each in
respondents using subsidiary insur- concern among the survey respon- to meet its next payroll," says the surance for unrelated companies, the Bahamas, Gibraltar, Vermont
ance companies to finance some dents Asked to select what regula- vp of insurance for a conglomerate however, another 10 respondents and Arizona. which presumably is
risk tions states should impose if they with $3 billion in gross revenues joined the pro-regulator ranks to a credit life captive since it is

Those opposing new regulations had the authority, the most popular that self-funds and uses a domestic suggest that insurance commission- owned by a bank
argue that the state has no legiti- regulations were audits of self-in-
mate interest in how companies sured reserves to determine ability
fund risks for which they are not to pay losses and mandated catas-
mandated to buy insurance and trophe insurance $500 million policy covers crash
that new regulations would only Fewer respondents want to see
add unnecessary costs to their pro- states assume the authority to au- Continued from page 1 requirement that apparently is far The 737 has the best safety rec-

grams thorize self-insurance of more lines govern claims exceeded by Air Florida ord of all commonly used commer-

Although neither m charge of a or to issue regulations governing Air crash attorneys say Florida, London sources placed the value cial Jetliners based upon the
self-insurance program nor using a the adjustment and settlement of where some of the victims may of the 737-222 destroyed in the number of fatalities per flight
captive, the risk manager for a fi- claims, and still fewer suggested have lived, is among the most fa- crash at $12 million, however, one hours between 1968 and 1977, an
nancial services company with various combinations of these regu- vorable states in the nation in U S aircraft broker is currently of- NTSB study reported, even though
gross revenues of $450 million was lations which to bring wrongful death ac- fering similar models of the short- the short length of ltS flights means
the most articulate defender of his Specifically regarding claims tions Since the Potomac is the bor- range, Boeing twin-engine Jetliner it takes off and lands more often
colleagues' rights to use these alter- handling, a major concern of state der between the District of Colum- for $4 million to $6 million used than larger aircraft
native risk-funding mechanisms insurance commissioners looking at bia and Virginia, it is unclear A National Transportation Records of commercial aircraft

"A non-required coverage with self-insurers, only 26% of the sur- which Jurisdiction the courts will Safety Board official said the plane disasters show three other major
self-insurance should not be regu- vey respondents said regulations consider to be the crash site that crashed Jan 13 was purchased 737 accidents besides the Chicago
lated because they don't regulate are needed to protect the interest of Air Florida, the rapidly growing last year by Air Florida from tragedy
the amount or type of coverage a employees or the public Miami-based carner that suffered United Airlines United has been • On Dec 4, 1977, a Malaysian

company purchased A state-re- Those opposing regulations gov- its first fatal crash, switched bro- selling its fleet of 737s to concen- 737 was hijacked and then ex-
quired coverage, such as auto, erning claims handling by self-in- kers in August from Bayly, Martin trate on larger aircraft that can ploded over the Johore Strait off
should be regulated to protecr the surers most often noted that claim- & Fay to Fred S James & Co, handle higher-density medium- Malaysia with a loss of 100 lives.
public," he observed, expressing ants al ready can seek relief sources said An aviation expert in and long-haul flights • In August 1981 a Taiwan do-

succinctly what many others also through the courts if they are un- James' Dallas office confirmed its It was the second fatal crash in mestic 737 also exploded in flight
argued fairly treated role the United States involving a 737, a and 110 people were killed. Auth-

44Insurance commissioners should Difficulty in identifying what Air Florida's coverage lS bro- popular aircraft with wing- orities have not ruled out sabotage
regulate insurance Leave business type of new regulation over self-in- kered in London by Crawley, War- mounted engines that is used pri- in that crash
decisions to the board of directors surers would be appropriate is a ren & Co Ltd, a Lloyd's of London mar'ily by smaller carriers like Air • Last year, an Air California

and stockholders," said the risk and major problem broker. Its coverage is a combined Florida, Piedmont, People Express, 737 broke in half during a forced
insurance manager of a commercial Prior approval interferes with hull-loss and general liability pol- Air California and Frontier landing resulting from engine
bank with $1 8 billion in assets that corporate free choice in business icy with a comprehensive $500 mil- On Dec 8, 1972, a United Airlines problems, injuring 34 people

lion limit 737 crashed while approaching Washington National has the
The single policy is divided Chicago's Midway Airport on flight shortest main runway of any major

among the consortium members from Washington National, killing U S airport-about 6,870 feet

insurance services guide with 5% of the risk placed in the 60 people United suggested in legal However, it also has one of the best
United States with the Aviation documents that icing of the aircraft safety records, with only one fatal
Office of America Inc in Dallas, an may have contributed to the Jet's crash involving a commercial air-
aviation managing subsidiary of stalling and crashing near Midway liner in 31 years In 1949, an East-
Crum & Forster After last week's crash at Na- ern Airlines DC-4 was cut in half in

ATWOOD & CO. LOSS RESERVE
The sources said that another tional Airport, the NTSB immedia- midair by a P-38 fighter flown by a

25% of the risk is backed by La Re- tely 1mpounded the glycol de-icing Bolivian pilot as both were at-
Consulting Actuaries CERTIFICATION

Claim Reviews ilerger/Acquistlion
union Aerienne in France and 70% solution that survivors said was tempting to land at the airport

Total Clarn, lianagement & Teehmeal Ser, tees lS underwitten in the London mar- sprayed at least twice on the Jet be- Fifty-one people died.
Reinsurance and Reserve Analysis John J OConnor HA LLB 1IA ket with the lead taken by Orion fore its takeoff in 24-degree cold Most large airports have runways

for Captives and Self Insurers J. J. O'Connor & Co.

5000 Ambrose Ave
Watch Hill Road Insurance Co, one of the largest and falling snow Officials say pre- of about 10,000 feet in length or

Watch Hill. Rt 02891
los Angeles, CA 90027 (401) 348-8386 24 hour service aviation underwriters Twenty-two liminary indications are that the longer The longer the runway, the

(213) 661-9260 percent of the London portion of Air Florida Jet stalled a few seconds more time a pilot has to decide
the risk is in the Lloyd's market after it left the runway whether to take off or stop should

The Civil Aeronautics Board re- Earlier, the runway had been problems develop during the take-

( For advertising information in the INSURANCE SERVICES GUIDE cently adopted a rule requiring closed because of the snowfall A off roll In the case of runway 36 at
Contact. Barbara Tosheff, 740 Rush Street, Ch,cago, Illinois 60611 commercial airlines to carry at TWA tri-Jet 727 took off Just ahead National, the Potomac River is a

Telephone (312) 649-5340. least $300,000 per passenger, per oc- of the 111-fated Air Florida craft, short distance beyond the end of
currence in liability insurance, a the NTSB said the runway
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Hall says it fears the worst
185 ---

\
180

175 if it is acquired by Ryder
170

By LEN STRAZEWSKI
165 1 r A THAT KIND OF company would bro- BIticker
160 V V kerage Frank B Hall & Co _Inc be

L under the control of Ryder System Inc , a John F McCaffrey in one of the memos
155 9 truck rental firm?

B
about $25

Hall clients, he continued, are concerned Hall did not comment on the staff impact ofAlthough Industry watchers continue to about potential changes in management phi- owning a truck rental company, however, but
«<44*60,4& 11 say the potential merger is a poor business fit losophy and, in some cases, are worried that insisted that the acquisition of financiallya2

and not very likely, considering Hall's recent they may be buying insurance from a troubled Jartran was sound despite Hall's lacklawsuit against Ryder and acquisition of a directly competing company
Ryder competitor, one answer is clear of expenence in the truck rental businessInsurance companies, he added, are also .

Jartran was an attractive turn-around sit-If Hall loses the driver's seat, it could wind concerned about the qualifications of outsid- uation because of the number of competi-Insurance industry stocks fattered for the sec- up as not much of an insurance brokerage ers entering into "today's very competitive tors," the Hall suit statesond consecutive week with the Business insur- but one whopper of a trucking company, ac- and confused market "ance stock index falling 2.4 points to 180.7 cording to court documents Ryder has consistently refused to commentfrom 183.1. Only 16 stocks managed gains, 41 "We know our markets were concerned on its acquisition plans or the Hall lawsuit,Hall, defending against an apparent take- about the directions we were taking, but but market data filed as part of the Hall suitposted losses and 16 issues were unchanged. over attempt by the Miami-based transporta- have taken comfort in the fact that we still shows that Ryder would emerge from thisLeading the increases were: Equ,fax Inc., tion firm, filed suit earlier this month in U S seek to do the major amount of our business potential acquisition an even bigger truck12.0%; Integrated Resources Inc., 5.6%; MGIC District Court in Chicago, charging Ryder ln traditional avenues of activity," Mr rental giant with the addition of JartranInvestment Corp., 3.6%; American Bankers In- with violations of antitrust and securities McCaffrey saidsurance Group, 3.4%; and CNA Financial regulations (BI, Jan 11)
Corp., The truck rental business, according to

2.7%. The largest declines were posted Overall, the Hall "team" would be deeply Hall documents, is dominated by U-Haul In-Although insurance and investment indus- upset by management changesby: Frank B. Hall & Co. Inc., 8.9%; Nationwide try observers expected the charges ever since ternational Inc of Phoenix, Ariz, which has
"As coach, I am obligated to inform you, only two other major competitors Ryder andCorp. Ohio, 8.8%; Washington National Corp., Hall announced plans to acquire Jartran Inc , front-office changes will seep down Into the Jartran The three control 90% of the market8.2%; Armco Inc., 8.1 %; Penncorp Financial another Miami-based trucking firm and a locker room and affect the Hall team's per-Inc., 6.7%. The 1.3% decline in the 8/ index Ryder competitor-as a defensive tactic, the formance," Mr McCaffrey said Ryder System, Hall says, controls about

was less than the drop suffered by the major lawsuit plunges deeply into an analysis of 15% of the nation's rental trucks through itsmarket indicators. Though Hall executives have consistently subsidiary, Ryder Truck Rentals Inc RTRboth brokerage and truck rental competition refused to comment on Ryder's stock pur- earned nearly $380 million last year from
British Issues The complaint and supporting documents chases (now about 7% of Hall stock but aimed renting its 28,300 vehicles, almost a quarter ofpaint an interesting picture of a beseiged in- at more than 15%) and Hall's acquisition of the parent's $1 7 billion in revenues

1 Week
12 Jan surance brokerage that faces a competitive 90% of Jartran, Mr McCaffrey apparently

Price P/E Div Yield High-Low fiasco if it were to lose autonomy and a speaks for the whole team Jartran controls about 10% of the market's
Companies pence pence % pence pence greedy transportation firm looking for a vehicles and earned $56 3 million from rent-
Comml Union 124 86 1607 130 125-122 In other memos filed as part of the Hall ing 23,000 trucks and trailers, and the combi-
Eagle Star 307 104 21 43 70 317-307 stranglehold on an already concentrated lawsuit, other managers agreed and ex- nation of Ryder and Hall would result intruck rental market
Gent Accident 300 6 9 21 07 6 7 308-300 panded on potential problems.
Gdn Royal Exch 282 7 6 23 21 8 2 288-282 A series of six memos from various Hall Ryder "attempting to monopolize the short-
Phoenix Leslie & Godwin (Holdings) Ltd, Hall's term truck rental business by destroying one218 82 2243 103 220-216 division heads to Chairman A J Tahmoush British subsidiary, could even be threatened of its competitors," according to the Hall suitRoyal 327 91 3500 107 330-326 predicts dire client, staff and market rela- with loss of its Lloyd's of London brokerageSun Alliance 814 87 5357 66 824--814 Hall also charged that Ryder and U-Haultions consequences should Ryder acquire division should Ryder's non-insurance style had already sought to knock Jartran out ofcontrolling interest of the nation's third-lar- imtate the Committee of Lloyd's, wrote Les- the competition with "predatory and selec-gest commercial insurance brokerage
CE Heath

Brokers
he & Godwin Chairman Robin Singer273 91 1571 57 278--273 Hall's lawsuit also points out that about 10% tive discriminatory pricing directed at Jar-

HoggRobinson 111 89 857 77 111-106 Only time will tell how accurate the pie- tran" and "massive litigation "
Alex Howden 128 98 1071 84 130-128 of Ryder's stock is owned by a mutual fund ture is A spokesman for Lloyd's denies that Ryder would not comment on the specificJH Minet 139 96 680 49 141-139 operated by Putman Management Inc, a sub- Lloyd's would be likely to bar Leslie & God- charges
Sedg Grp 146 106 750 51 148-145 sidiary of Hall competitor Marsh & MeLen- win should ownership change The commit-
Stenhouse Hidg 98 87 728 74 98- 97 nan Cos Inc

tee "would evaluate the case on its own
Stew Wrightlon 220 110 1714 78 222-220
Willis Faber "Our managers feel that Ryder's activities merits," even though several Lloyd's brokers

371 128 1785 48 371-365 have been disruptive as they have been ap- are already owned by non-insurance com- Financial briefs
Source Philip Olsen/Alan Clifton, Insurance Industry proached by our clients, market and their panies, he said

Specialists Kitcat & Aitken Stockbrc kers,
London staffs, all who have expressed grave concerns And though Hall's stock has fallen about Reliance

as to the future of the company under differ- $350 in the last week, from $28 25 to $24 75, it Reliance Group and Leasco Corp's share-ent ownership," noted Hall Executive Vp continues to hover at midsummer levels of holders have approved the acquisition of the
two companies by Saul P Steinberg and his

Bl Industry Stock Report
family in an offer valued by the Steinbergs at
about $550 million

Reliance shareholders have a choice of re-
JAN. 12, 1982 1/6/82 THRU 1/12/82 ceiving $20 cash and $85 face amount in Re-

Insurance Cos JAN. 12, 1982 1/6/82 THRU 1/12/82 liance financial group debentures or a com-Price °0 Chg PE S [),v °0 Yld High Low Vol (000) parable amount of preferred stock for each
Aetna Life & Cas Co NYSE 42.25 -3.7 71 2.32 5.5 PriCB °0 Chg PE $ Div °0 Yld '25 ZI Vol (000) share of Reliance commonI.I.= I.-Il -Il I.-Il

American Bankers Ins Group OTC
43.SO 41.75 4401

7.63 3.4 81 0.48 63 7.63 Travelers Corp
American Gen Ins Co 7.38 128 3 NYSE 43.88 1.2 52 288 66 45.00 42.75NYSE 4050 06 5.9 2.00 49 United Fire & Cas Co 340.7 Leasco shareholders can opt for $13 cash
American Indty Finl Corp OTC

40.75 39.88 66.3
15 63 -0 8 6.6 1.12 7 2 15.63 15.63 OK 28 03 -1 4 8.0 0 88 3 1 28.50 28 00 1 7 and $52.50 of debentures or an equivalentAmerican Intl Group Inc OIC 0.7
63 50 1.2 11.0 0.40 0.6 64.00 62.75 160.9

United States Fid & Gty Co
United Svcs Life Ins Co

NYSE 39.75 -3.0 65 320 8.1 40 38 39.63
OTC 152.7 amount of preferred stock for each shareAmerican Natl Ins Co OTC

425 -26 5.5 100 70
14.00 -1.8 6.0 0.76 54 Uslife Corp 14.50 14.25 9.2

American Sts Life Ins Co OTC
14.13 14.00 75.5

16.50 -2.9 53 0.80 4.8 Washington Natl Corp  'D 4'2 55:5 9 M 6'0 19 SO 18.00 46.7 One-time payment of $3 825 for each $85 face23.25 22.25 268 6 In addition, shareholders will receive a
Aneco Reins Ltd OTC

16.75 16.SO 0.9
263 0.0 00 000 00 Zenith Natl Ins Corp

Appalachian Natl Corp 2.63
OTC

2.63 11.7 OTC 16.75 -15 88 0.76 4.5 17.00 16.75256 00 01 000 00 21 3
Avemci Com 2.56 2.56 6.0

AMEX 1075 -1.1 74 0.54 5.0 INSURANCE COMPANIES amount of merger debentures and $3 75 for10.75 10.50 18 8 AVERAGE 62 4.2

Banks Iowa Inc each share of merger preferred stockore 3900 -1.3 57 1.44 3.7
Bitco Corp 39.SO 39.00 43

otc 38.00 0.0 4.5 2.16 5.7
Carolina Cas Ins Co 38.00 37.75 78 Agents/BrokersOTC

Central Natl Finl Corp
700 -18 7.0 0.32 46 7.13

OTC
7.00 3.7

Chubb Corp 35 00 -0.4 114 0.65 1.9 35.13 35.00
01/

17 Alexander & Alexander Svcs Catastrophe losses
45.75 0.3 5.6 2.92 6.4 OTC

46.00 45.50 64 2 Baldwin & Lyons Inc
24.75 -2.0 87 184 74 25.25 24 75* 3421

OM 32.00 0.0 5.5 080 25
Combined IntlOonp Corroon & Black Corp 32.00 32.00 00 Property/casualty insurance companiesNYSE 22.00 -5.4 5 7 1.80 8.2 22.75 22.00 NYSE 23.38 -0.6 12.1 176 8 6
Connecticut Gen Ins Corp 70.7 Crump E H Cos Inc 20.50 20.38 243.0

NYSE 4875 10 6.2 1.76 3.6 OTC

Continental Corp 49.25 48.75 256 2 Hall Frank B & Co Inc 11.25 -1.1 13.2 0 40 3.6 11.25 11 25 1.2 paid out $715 million in insured losses as a
Crawford & Co NYSE 24.38 -6.2 7.7 2.40 9 8

OTC
26 00 24.38 169.6

14.50 -6 5 11 2 0.52 3.6 NYSE 25.75 -8.8 9.7 1.66 6.4 29.00 25.25 200.3 result of catastrophes last year, according to
Crown Life Ins Co 14.50 14.25* 19 9

84.00 0 0 9.1 2.80 3.3 Integrated Kes Inc AMEX 16.38 5.6 67 000 0084.00 84.00 0.5 James Fred S & Co Inc 17.00 15.25 142.6 the American Insurance Assn
NYSE 23.00 0.0 10 7 1.60 7 0

Crum & Forster Marsh & Mclennan Cos Inc 23.38 23.00 75.0
NYSE 3075 -3 9 5.0 164 53 32.38 30 75 NYSE 32.25 0.0 10 4 2.00 6 2

enployers Cas Co 194.8 Penncorp Fincl Inc 32.63 31 75 188 5 That figure was 35% less than the $1.1
OTC 33.25 -0.7 5.3 1.20 3.6 NYSE 525 -6 7 7.6 016 3.0

Equitax Inc 33.50 33.25 1.4 Pinehurst Corp OTC
5 38 5.25 66.2 billion paid in 1980 and marked the first timeNYSE 25.75 12 0 5.E 2.40 9.3 863 -42 00 0.00 00

Excelsior Ins Co 25.88 22.75 8.75
orc 32.9 8.63

17.00 1.5 11.e 0.70 4.1
Farmers Group Inc 17 00 16 75 8.0 in three years that catastrophe losses fellarc

2.4 Poe & Assoc Inc
3125 -08 9.2 1.12 3.6 32.13 31.25 198 6 Reed Stenhouse Cos Ltd OIC 9.50 0.0 10 7 0.80 8 4 9.50 9,50* 1.3 below the $1 billion levelort 11 25 -3 2 90 0.60 53

First Colony Life Ins Co 11 25 10.88
OTC Rollins Burdick Hunter Co 15.4

65.00 00 18.5 100 1.5 OTC 21 50 0 0 12.3 1 32 6.1
Foremost Corp Amer 67.50* 64.00

OTC
10.5 21.50 21.50 251 There were 33 catastrophes-incidents in-29.50 -0.8 8.3 0 80 2.7

Great West Life Assurn Co 30.00 29.50 22.1 AGE}ITS/BROKEIG AVERAGEOTC 243.00 0 0 9.0 10.00 4 1 243.00 243.00 93 S 3 volving property damages in excess of $1Hanover Ins Co OTC 0.0
32.25 08 39 0.72 2.2 32.75 31.00 22.1 milllion-in 1981 The most severe took placeHartford Steam Boiler Insptn OTC 43.00 -0.6 7.6 2.80 6.5 43.25 43 00 8.0 Conglomerates/Holding Cos.

Jefferson Natl Life Ins Co in May when wind, hail, tornadoes andoTC

Kemper Corp
28.75 0.0 16.5 0.64 2.2

0·IC
28.75 28.75* flooding caused $201 5 milllion in insured30 63 0.0 4.8 1.80 5.9

Lincoln Natl Corp Ind 30.88 30.50 3.9 ZZZ Rf;SgAY;21 R 8. i:; ' t:E . R:R :R at:1 property damages in Texas, Oklahoma, Kan-331 Annco Inc

Mgic Invt Corp NYSE 40.25 0.6 6 2 3.00 7.5 40.50 40 00 71.1 NYSE 24 25 -8 1 2.8 1.80 7.4 26.13 24 00* 254.1
Mission Ins Group Inc NYSE 49.63 3 7 12.3 1.28 2 6 49.75* 49.13 2,212 3 City Investing Co (Horne Ins.) NYSE 22.38 1.7 6.4 1 60 7 2 23.00 21.88 409.7NYSE 34.25 -4 9 6.0 1.00 2 9 36.13 34.25

CNA Fint Corp (CNA) NYSE 14.50 27 60 0.00
sas and Louisiana.

29.9 0.0 15.00 14.13 66 5

Nationwide Corp Ohio The two largest non-weather-related catas-otc 28.50 -88 9.4 0.70 25Northwestern Natl Life Ins OTC
31.25 28.50 7.1

25.25 -3.8 54 1.36 5.4 Control Data (Coml. Credit) NYSE 32.88 -5 7 77 0.50 1.5 34 50 32 88 778 3 trophes last year were the Feb 10 fire at theGeneral Re Corp
Ohio Cas Corp 26.00 25.25 25.2 Gulf Utd Corp NYSE 79.00 -1.3 10 1 1.76 2.2 79.38 79.00 81.7

Old Rep Intl Corp NYSE 18.00 0 0 6.2 1.32 7.3 18.SO 18.00OK: 41.88 0.3 6.4 2.04 4.9 42.25 41.75 26.3 INA Corp (Ins. Co. of NA) NYSE 43.25 -2.0 6 0 2.40 5.5 44.38 43.25 448.9 property damage of $30 million, and the NovOIC 19.00 -2.6 4.6 0.92 4.8 126.6
19.38 19.00 Las Vegas Hilton, with estimated insured

Preferred Risk Life Ins Co OTC
98.6

2050 -3.5 5.5 0.80 3.9 21.38 20.50 7.1
ITT (Hartford Group) NYSE 28.25 -3.8 7.5 2 68 9.5 30.75 28 25 1,265 9

Provident Life & Acc Ins co Ore 53.50 -18 7.0 2.20 41 Optimun Hldy Corp 28 fire in the Lynn, Mass, business district,
Ryan Ins Group Inc 54.50 53.50 21.4

OTC 16.50 0 0 7.1 012 0.7 Reliance Group Inc OTC 10 50 0.0 13.5 0 00 0 0 10.50 10.50 11.4 which also caused an estimated $30 million inSt Paul Cos Inc OIC
16.50 16.SO 57 NYSE 101.00 5 2 10.9 3.00 3 0 101 00* 98.00 233.3

safeco Corp 48.75 0.8 7.9 2.32 4.8
OTC

48.75 48.SO 106.2
38.75 -0.6 7.4 2.20 5.7 Sears Roebuck & Co. (Allstate) NYSE 17.00 3.0 8.5 1 36 8.0 17.38 16.75 1,618.2 property damage.

39.38 38.75 Baldwin Utd Corp
sri Corp C'TE

71.7 Teledyne Inc (Argonaut) NYSE 63.38 7.0 10.9 1.60 2.5 63.38 61.63 144.922.25 -4.3 4.4 1.00 4 5 23.25 22.25 30.9 NYSE 129.98 -5.2 6.5 0.00 0 0 136.13 128.88 650.3 Last year's biggest disaster, the skywalk
Seibels Bruce Group Inc OTC'

Statesman Group Inc 23.88 -6.8 13 4 0.80 3.4
OTC 24.75 23.88 20.9 Transamerica Corp (Occidental) NYSE 20.38 -7.9 5.9 1.40 6.9 21.50 20.00 285.4 collapse at the Hyatt Regency Hotel in Kan-

6.25 -2.0 5.4 0.15 2.4 6.38Tokio Marine & Fire Ins Co 6.25 10 4

OTE 110.50 -5.6 8.8 1.00 0.9 116.00 110.50 CONGLOMERATES/HOLDING COS. AVERME 73 sas City, Mo., is not included in the catastro-
2.2 34

phe figures because property damage to the*Record high/low since Jan 1. 1981. System design Altman Infomation Systems hotel did not reach $1 million However, the
disaster has triggered more than $3 billion in
damage suits.



Experience and scope keep A&A
pre-eminent in the energy field.

For over half a century, the innovative
leader in energy insurance brokerage has
been Alexander & Alexander.

Early on, we pioneered new insurance
coverages for the developing coal and
gas businesses. Played a catalytic role in
helping to create the insurance capacity
needed to cover incredibly high-cost
energy risks. And met the burgeoning
and increasingly complex global and
domestic needs of demanding oil clients,
from integrated multinationals to
smaller independents.

Today, our National Energy Division
keeps A&A the foremost energy insur-
ance broker This crack team of technical

experts offers you the most compre-
hensive services available, with in-depth
experience in every energy area. Oil.
Gas. Coal. Utilities. Nuclear power. Shale
oil. Tar sands. Synthetic fuels, solar and
other alternative energy sources. Pipelines.
Marine. Storage and distribution. And
contractor and supplier services.

Energy services
pinpointed to client needs.

Because members of our National

Energy Division are strategically located
at key energy centers across the
country, it is easy for local offices to draw
upon the expertise you need, no matter
what energy area you specialize in.
Together, we'll help analyze, design and
service custom-made, cost-efficient
risk management programs.

In energy, as in other industries,
we view financial risk through the
client's eyes.

We think a big reason A&A has
become one of the largest and most
trusted insurance brokers worldwide is

that we work the same way with every
client. From the client's point of view
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