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Despite worsening results,
insurers not raising rates

Property/casualty insurers
5-year results

(in billions of dollars)

Underwnting results
0

-3

-6

-9

12

15

79 80 81 82 83

Investment income

14

12

79 80 81 82 83

Pre-tax net income

8

5

4

3

79 80 81 82 M

Source. Best's Aggregates& Averages

Despite worsening underwriting results, a slow-
down in the growth of investment income and a

. drop in pre-tax net income, property/casualty un-
derwriters are not expected to raise rates across the
board in 1984.

U.S. property/casualty insurance companies are
estimated to have lost $12.2 billion on underwriting
premiums of $108.4 billion in 1983, according to pre-
liminary figures from A.M. Best Co. That's a 17.6%
increase in underwriting losses compared with 1982
and only a 4.6% gain in premium. The combined loss
and expense ratio is estimated at 110.9% after divi-
dends to policyholders compared with 109.7% in
1982. Only 1906, the year of the San Francisco earth-
quake and fire, was worse.

And, while investment income of $16 billion is ex-
pected to produce a pre-tax net income of $3.8
billion, investment income was just 7% ahead of
1982, the lowest increase in 20 years, according to
Best.

Unrealized capital gains, however, added another $5
billion and the industry's surplus is expected to grow
9.4% to $66 billion, the largest year-end surplus ever.

Against this backdrop, leading property/casualty
insurers say they want to raise rates, especially for
high-risk and big-loss accounts. Reinsurance un-
derwriters are said to be tightening terms and condi-
tions. But, no one predicts there will be wholesale
rate increases in 1984 in the direct property/casualty
insurance rnarket.

For a full report on the conditions predicted for
the property/casualty insurance market and the
health insurance market in 1984, turn to the special
section beginning on page 3.

update

Bermuda Risk Exchange
underwrites its first risks

HAMILTON, Bermuda-The Ber-
muda Risk Exchange started under-
writing Jan. 1, attaching seven risks
for a total premium of $350,000, ac-
cording to Duane Allen, executive
director of the exchange and assistant
treasurer of Hanna Mining Co. in
Cleveland.

Two of the seven risks were marine

and the rest were property risks. No
casualty risks were submitted.

Continued on net page

A&P, newspaper workers
win extra pension assets

By JERRY GEISEL

Employees will reap extra retirement benefits in two
of three terminations of overfunded corporate pension
plans.

In the largest pension termination case that was ac-
tively litigated, the 3rd U.S. Circuit Court of Appeals in
Philadelphia last week gave final approval to a settle-
ment that gives the more than 30,000 participants in the
Great Atlantic & Pacific Tea Co. pension plan $50 mil-
lion in added retirement benefits.

But Montvale, N.J.,-based A&P o «s*5
will gain even more. It will now ter- , 118 A
minate its 36-year-old defined bene-
fit plan for salaried employees and :. - 0,
garner a whopping $275 million in
excess assets. A&P then will set up a contributory sav-
ings plan.

In another case, an arbitrator ruled last month that
the 625 participants in the Washington Star/Baltimore
Newspaper Guild Retirement Income Plan are entitled
to all of the 10-year-old plan's $1.3 million in excess
assets.

"The excess remaining in the trust fund should be
used to the advantage of beneficiaries and not for res-
toration of the Star," said arbitrator Walter Gellhorn, a
professor at Columbia University School of Law in
New York.

In contrast, the 7,500 participants in New-York-based
GAF Corp.'s 40-year-old defined benefit plan will not
receive excess assets when GAF terminates the plan
and replaces it with a savings plan.

U.S. District Court Judge H. Lee Sarokin in Newark,
N,J., said GAF is entitled to all $57 million in excess
assets that will remain after GAF terminates the plan
and pays the participants their promised benefits.

"If in an effort to be conservative, the plan is over-
funded, surely the employer should not be deprived of
that surplus," Judge Sarokin said.

The terminations of the pension plans sponsored by
A&P, the defunct Washington Star and GAF, which
are subject to review by federal regulators, are just

three in a wave of terminations and

proposed terminations by companies
 that want to recapture more than $1

billion in excess assets (BI, Dec. 19,
1983).

This Wave started rolling about
two years ago when companies' pension plans began
accumulating big surpluses. The big stock market rise,
which boosted the value of plan assets, was one factor
behind the surpluses.

Companies, which conservatively figured that the
assets in their pension plans would increase 6% to 7% a
year, found that plan assets were increasing 15% to 20%
or more as the value of the stocks held by the plan
soared.

At the same time, the recession forced companies to
lay off workers. As a result, workers were leaving
companies before vesting in benefits.

High interest rates also boosted corporate interest in
terminating pension plans.

Companies, which faced borrowing costs of 20% or
Continued on page 56

Firms embrace flexible spending accounts
By SALLIE J. DRURY

The love affair benefit managers have had with tax-saving benefits
since 401(k) salary reduction plans hit the scene is reaching new
heights.

Now, more and more companies are offering employees flexible
spending accounts, which allow employees to spend pretax dollars on
a variety of non-taxable benefits.

The accounts are funded by employee pretax contributions, tax-
free employer contributions or both.

And, if 401(k) plans were the hottest new benefit of 1983, flexible
spending accounts-offered either as part of a full-blown flexible
benefit plan or alone-probably will take the honors in 1984.

No numbers are available on exactly how many companies offer
flexible spending accounts, but benefit consultants say the idea
sparked in 1983 and a major explosion of the plans is expected in
1984.

"Probably every one of our major customers is installing or
seriously considering (a flexible spending account) program," said
Tom Russo, director of flexible benefits for Metropolitan Life Insur-

ance Co. in New York. "I have been in this business many years, and I
have never seen an explosion like this."

"I know of dozens of plans that seem to be going up every month,
whereas there were virtually none before Jan. 1, 1983," said
Lawrence N. Bader, managing director of consultant William M.
Mercer Inc. in New York.

Said David L. Glueck, vp and practice leader for U.S. group bene-
fits at Towers, Perrin, Forster & Crosby in New York, "I can't give
you exact numbers (of how many companies have these plans), but
my guess is in the hundreds. We ourselves know of 35 now in opera-
tion. There's just a tremendous amount of activity."

"I know of 70 or 80 (flexible spending accounts) in effect today and,
based on those that are coming on line, I think we are easily talking
200 or 250 companies by the end of 1984," said Dale Gifford, a partner
at benefit consultants Hewitt Associates in Lincolnshire, Ill.

"It's amazing. Everybody is interested in these plans," said John
Hickey, partner at Kwasha Lipton of Fort Lee, N.J. "We've been
having seminars on FSAs, and our attendance really surprised us."

Even one benefit manager is surprised with the amount of interest
Continued on page 46
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update Hyatt files $4 million suit
Bermuda exchange writes risks
Cont:nued from previous page against hotel contractorsSixteen of the 17 member companies underwrote the property
risks and nine also underwrote the marine risks Mr Allen declined
to name the member that is not yet underwriting By BILL DENSMORE owner, Crown Center Redevelopment Corp, a subsidi-

Risk Exchange members are insurance subsidiaries of major cor- ary of Hallmark Cards Inc
porations around the world that formed the exchange to trade risks KANSAS CITY, Mo -Hyatt Corp is seeking $4 mil- Those agreements helped finalize two class-action

lion from 12 contractors involved in construction of the settlements of victims' claims resulting from the Julyand bypass the commercial reinsurance market and ltS heavy bro-
kerage costs (BI, July 25, 1983, Nov 14, 1983) 111-fated Kansas City Hyatt Regency Hotel, charging 1981 tragedy, which killed 113 people and injured about

The largest property line underwritten by the exchange was $2 them with negligence, breach of implied warranty and 200 others
defectively designing the two skywalks that collapsed All but two of the victims' claims are either resolvedmillion, excess of underlying limits ranging from $500,000 to $2 mil-

lion on the scheduled property risk One company's line was only The suit, filed in Jackson County Circuit Court, also or pending appeal of Jury verdicts, lawyers say Total
$25,000, but three companies took lines of $250,000 The average line raises new questions about agreements reached last hability costs have reached $112 million, about $10 mil-
was $100,000 year among the 12 contractors and the hotel's owner, lion more than most experts predicted earlier this year

The total capacity offered by the 16 underwiting members lS The contractors named in the latest suit, filed Dec
27, includeslightly more than $2 million, including the capacity offered by

Does your salary stack up?Hudson Remsurance Co, which is taking 10% of all risks that it • Gillum-Colaco Consulting Structural Engineers
underwrites for the exchange members under a contract Five Inc and five affiliated defendants. Gillum-Colaco,Are you wondering where your 1984 pay raise
members have discretionary approval over Hudson's underwriting based in St Louis, performed structural engineeringputs you in relation to your peers' You'll find out
for their own accounts Three of these members also have the dis- services for the hotel's constructionin March when Bumness Insurance publishes the
cretion to increase their limits by $50,000 results of the 1984 salary survey conducted by • Havens Steel Co of Kansas City, which fabricated,

Two new members of the exchange since mid-December are supplied and erected the steel used in the skywalksLogic Associates Inc, a New York recruiter.
Harbour Assurance Co of Bermuda, an International Harvester • Eldridge & Son Construction Co Inc of KansasIf you are the top insurance and risk manage- City, the hotel's general contractorsubsidiary, and AMF Insurance Ltd, a subsidiary of AMF Inc ment professional in your company and have not

Legislation creating the exchange was passed by the Bermuda • Concordia Property Management Ltd, a Dela-received a survey, contact Richard Meyers or Bill
Parliament and signed by the governor Dec 14 A provisional board Perry at Logic Associates Inc, Room 1708, 170 ware company, which managed the hotel's construe-
was appointed the same day The board of governors will be elected Broadway, New York, N Y. 10038, 212-227-8000.

tion

at a formal membership meeting Jan 19 • Patty Berkebile Nelson Duncan Monroe LeFebvreThe survey does not cover colleges, banks or
Architects Planners Inc of St Louis, the hotel's archi-government entities

Court rejects dual capacity tect
The deadline for returning the completed

• General Testing Laboratories Inc, which in-questionnaire is Jan 30
SACRAMENTO, Calif -The California Supreme Court 15 up- spected the hotel

Continued on page 55holding the view that injured employees receiving workers com-
pensation benefits cannot sue their self-insured employers in a
"dual capacity" as both employer and insurer

The state high court last month refused to hear an appellate court Reinsurer sues for $49.5 milliondecision that ordered a trial court to throw out a verdict favoring
Gallo Glass Co of Modesto, Calif,a division of the E&J Gallo

By LEN STRAZEWSKI troceded the Beacon risks along with Cherokee writtenWinery The Supreme Court acted similarly in a 1982 dual-capacity
case, Winston Williams vs International Paper Co (BI, June 21, risks to Universal Marine

March 29, 1982) STATESVILLE, N C -Universal Marine Insurance The risks written by Beacon were, according to the
In the Gallo case, employee Daniel J Emfinger tried to show that Co Ltd,a Bermuda-based reinsurer, is seeking $49 5 suit, produced by BFG Toomey in London and ac-

the company acted as a separate entity-an Insurer-by investigat- million in damages from two U S insurers, a U S. rein- cepted by Beacon and New Orleans Reinsurers, which
ing his workers compensation claim and, therefore, could be sued surance intermediary and a London managing general at the time was also owned by Ingram but is now
outside the workers compensation system The lower court ruled agency owned by Beacon
that workers compensation is the sole remedy open to the employee, The lawsuit, filed in U S District Court in Statesville, Tracing the interactions along that chain of risk, the
said Michael G Lowe, a San Francisco attorney representing Gallo alleges that Beacon Insurance Co , Cherokee Insurance suit alleges the defendants, specifically Beacon Presi-

Co, New Orleans Reinsurers Inc, the intermediary, dent Nell Portermain and New Orleans Reinsurers

FASB hearings scheduled and BFG Toomey Associates Ltd, the London MGA, President Robert Shirmer
conspired to defraud Universal of at least $10 million in • Accepted risks that were much larger than what

NEW YORK-The Financial Accounting Standards Board has reinsurance premium while violating the terms and fi- was allowed under the reinsurance agreement between
extended public hearings on its proposal that would force employers duciary responsibilities of various reinsurance agree- Cherokee and Beacon for the purposes of passing the
to list their pension plan liabilities on their balance sheets (BI, May ments exposure to Universal Marine
30,1983) Universal Marine is a subsidiary of Ingram Corp in • Failed to properly allocate premiums that were

Hearings will now be held Jan 11-13 and Jan 18-19 at the Roose- New Orleans due to Universal Marine for the risks assumed from

velt Hotel in New York to accommodate the large number of speak- Specifically, Universal Marine's suit alleges that Beacon by Cherokee
ers who want to express their views on the FASB's proposal Nashville, Tenn ,-based Cherokee wrongly served as a • Failed to disclose and withheld loss experience in

conduit for risks written by Beacon to be reinsured by prior underwriting years of account so as to preclude
Universal Marine Cherokee reinsured Beacon and re- Continued on page 53Manville sues government again

WASHINGTON-For the third time in seven months, Manville
Corp has sued the federal government to recover damages and legal
costs the company has paid out for asbestos inJury lawsuits Agent Orange class actions

In the suit filed last week in the U S Court of Claims, Manville
alleges that government officials knew-but failed to disclose-that
shipyard workers were being exposed to dangerous levels of as- to include punitive claimsbestos between 1946 and 1964

The suit seeks to recover $36 million in connection with claims
brought by about 1,200 workers By STEPHEN TARNOFF Manhattan) story, page 58)

Manville filed similar lawsuits last July and November, both in an Moreover, the Agent Orange liti- About 25 million servicemen

attempt to force the government to pay similar claims NEW YORK-About 15,000 gation is the only remaining prod- were exposed to Agent Orange, a
The company filed for reorganization in August 1982 because of plaintiffs suing to recover for in- uct liability class action Recently, a defoliant used during the Vietnam

the overwhelming number of claims against it brought by persons juries allegedly suffered due to ex- Massachusetts court decertified a War Many are contending that
alleging lnJuries from exposure to asbestos posure to Agent Orange can sue class of 3,800 plaintiffs alleging they and family members are suf-

seven defendants as a class for both they were injured after taking the fering from various diseases as a

Final AFIA agreement signed compensatory and punitive dam- anti-miscarriage drug DES (see Cont:nued on page 58
ages, a federal judge has ruled

NEW YORK-CIGNA Corp said last week that it has signed "de- U S District Judge Jack B
finitive agreements" for the purchase of AFIA Worldwide Insur- Weinstein last month reJected ar-
ance for $215 million, the previously announced price (BI, Dec 26) guments by the defendants that ISO to release final versions

The acquisition by CIGNA International is subject to closing on or claims should be brought individu-
ally, saying the case would be morebefore Jan 31, along with approval by various U S and foreign of new general liability formsregulatory authorities manageable as a class action

AFIA is an international insurance underwriting association that Judge Weinstein also said that a

provides property, liability, marine accident and health, surety and class for punitive damages would By DOUGLAS McLEOD
life insurance in about 130 nations guarantee that if punitive damages

are awarded, available funds would NEW YORK-Insurers and policyholders soon will get a look at
not be exhausted by Just a few the long-awaited final versions of two new general liability forms
plaintiffs drafted by the Insurance Services Office.index The decision goes beyond the ISOlast week unveiled the two new forms, one of which features a
conditional certification of an claims-made trigger and the other a more traditional occurrence
Agent Orange class action on cer- trigger The forms are now being filed with state insurance depart-

Classifieds 56 Vol 18, No 2-Businoss Insur- tam issues authorized by the court ments and are expected to go into effect Nov. 1, 1985.
Comings&goings: buyers 46 ance (ISSN 0007-6864) is published in 1980 The court at that time re- Brokers and insurance buyers say the policies' provisions are gen-
Datebook 50 weekly at 740 Rush St, Chicago, Jected certification of a class on the erally as expected, and though they note substantial improvements
Insurance services guide 60 Ill 60611 Second-class postage is punitive damages issue over ISO's earlier drafts, some still point out problems.
Legal briefs 36 paid at Chicago, Ill, and at addi- It is also the first time that class ISO's first major revision of the CGL policy in nearly two decades
Letters 8 tional mailing offices Postmaster actions have been certified in mass was prompted by the looming exposure of insurers to asbestos and
Opinions 8 Send address changes to Business tort cases of this nature, defense at- other long-latent injury claims.
Perspectives 35 Insurance, circulation depart- torneys say, and-if upheld on ap- Under the occurrence trigger used in most CGL policies today,
Spotlight report 3 ment, 740 Rush St, Chicago, Ill, peal-could significantly add more insurers are liable for losses that occur during their policy period,
Ticker 59 60611, 312-649-5221 Copyright cases to the Agent Orange litiga- regardless of how long after the policy's expiration date a claim is
Washington 51 1984 by Crain Communications tion (Defense lawyers argued their brought.

Inc case last Wednesday before the 2nd Continued on page 54
U S Circuit Court of Appeals in
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Predictions of higher liability rates may prove true
By DOUGLAS McLEOD

NEW YORK-Warnings that liability insurance rates
-vill rise soon have been about as frequent as the boy's

cries of " in the old folk tale-and aboutWolf?"
. as effective.

But, insurers are saying much the
same thing again this year.

While conceding that the mar-
ket for general liability coverages

and dwindling revenues from investments and
the more profitable lines of insurance will force

them to make "selective" rate hikes in 1984.

But this year, unlike at the beginning of 1983, sev-
eral brokers and independent risk management con-

sultants say they've already seen some policyholders hit
with rate increases and that such increases are likely to
continue for some buyers.

And, most reinsurance and some direct insurance un- sory rate increases for product liability insurance averag-
derwriters in London say they are insisting on higher ing 7.8% nationwide, effective this coming April. Advi- P
rates, which could force U.S. underwriters to raise prices sory rate hikes averaging 9.1% were filed for OL&T, and
if reinsurance capacity tightens (see story, page 14). advisory hikes averaging 16.5% for M&C will go into ef-

Rate hikes and other restrictions from U.S. un- feet in this year's first quarter.
derwriters are likeliest for high-risk, high-exposure ac- But insurers offering liability coverage packages are
counts like chemical and pharmaceutical manufacturers currently quoting rates that are about 35% less than the
and hotel chains, sources say. But, no one expects any ISO benchmarks, ISO says.
across-the-board rate increases. Some insurers say that the losses these discounts have

Other insurers, though, contend that competition will produced will force them to make selective rate hikes.
remain stiff enough to keep rates flat. Although Commercial Union Insurance Co. expects

But no matter what the predictions for 1984, it's clear continuing intense competition, it also anticipates some
that losses mounted during 1983. "modest" rate increases for some risks by the middle of *

The industrywide loss ratio-not including expenses- 1984, according to Vp Vicki Sarides.
for general liability lines is expected to top 130% at year- CU is not planning rate hikes for any particular line.
end 1983, according to the Insurance Services Office. For The increases will come from a more selective applica-
the four quarters ending September 1983, the product lia- tion of credits applied to ISO advisory rates for particular
bility loss ratio stood at 202.8%; the owners, landlords and risks, Ms. Sarides said.

tenants liability loss ratio was 110%; and the manufactur- Compounding the problems created by huge general %
I.ers and contractors liability loss ratio was 124.7%. liability losses is the dwindling of other sources of reve-

In an attempt to trim these losses, ISO has filed advi- Continued on page 13
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Some policyholders may see
price of property coverage rise

By LEN STRAZEWSKI

Tighter reinsurance and wounded-but-wiser underwriters will take property
insurance rates upward for the first time in six years, according to the nation's
largest property insurers.

But don't expect a dramatic premium increase that will destroy your risk man-
agement program, underwriters add, because day-to-day competitive pressure will
keep insurers from getting too greedy too quickly.

At first, about mid-1984, only the smaller and least desirable property risks will
see slight rate hikes. Medium-sized risks will see slight rate

. 1 hikes by the end of the year.
Large corporate risks may remain insulated from in-

creases indefinitely, underwriters say, though a shrinking of
the facultative reinsurance market may remove some insur-

ers from the competition.
"Basically what we are seeing is a slight tightening in

the property insurance market," reports Robert P. Mairs,
senior underwriting officer for St. Paul Fire & Marine
Insurance Co. "We are predicting no fundamental
changes or erosions in rates in 1984, but for less desirable
business we expect a slightly upward pressure on rates."

St. Paul was the largest underwriter of monoline fire
insurance with $136.3 million in premium in 1982, the most recent year for which
premium volume results are available from A.M. Best Co.

St. Paul was the second-largest underwriter of allied lines of property coverage,
including difference-in-conditions and business interruption coverages with $83.9
million in premiums 1982.

Last year's volume, according to Mr. Mairs, was about the same or down slightly
from 1982. But, that was typical for the industry, he says, as six years of rate
reductions finally took their toll on the amount of money flowing to insurers.

Underwriters, however, are becoming less interested in chasing the remaining
cash, Mr. Mairs adds, and the facultative reinsurance market, which had been
extremely competitive for several years, is now significantly tighter.

"The facultative reinsurance market is in complete disarray. For the first time
Continued on page 10
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Health premium hike may not be as steep as past years'
By RHONDA L RUNDLE

This could be the year that benefit managers see a slight
-but perceptible-break in the steep increases they have
endured in group health insurance costs since 1981.

But, the break is good news only by comparison with the
bleak forecasts of the past three years.
Rates will continue to climb this year at a

01.-3 20% clip, with renewals at the start of the
year likely to be higher than
those in the second half.

Last year at this time, insurers
were predicting rate increases for
1983 of between 25% and 35%.
This followed increases of about

30% in 1981 and 1982 (BI, Jan. 10,
1982; May 31, 1982; Jan. 26,
1981).

Burned by their heavy
health insurance underwriting

losses in the early 1980s, insurers are
nervous about letting rate increases drop too fast-even
though their claims costs are not rising as feverishly as they
did during those years.

This slowdown in the rise of claims costs and insurance

rates is largely attributable to a letup in the medical care
com onent of the Consumer Price Index, which climbed

only 6.6% last year, compared with 11.6% in 1982 and 10.8%
in 1981.

If these percentages told the whole story about health
insurance costs, the picture, however, would be a lot rosier
than it is. Unfortunately, other upward pressures on claims
costs continue to alarm ratemakers and cause uncertainty
about the future.

Steady increases in health care utilization, cost-shifting
from government to private payers, aging in the population
and costly advances in medical technology are causing the
total U.S. health care bill to soar much higher and faster
than the medical care component of the CPI.

In addition, the portion of that bill paid by insurance
companies has steadily increased due to a phenomenon
called "leveraging." This means that deductibles and coin-
surance payments absorbed by patients have failed to keep
pace with Costs, leaving more of the total to be covered by
insurance.

All of these pressures helped insurers to vastly underesti-
mate claims costs in the early 198Os-a mistake they are
vowing not to repeat. So, as long as these trends continue, it
is likely that the cost of health care insurance will climb
too, regardless of what happens to medical care price in-
dexes.

"Past experience has made everyone conscious of the risk
in this business," observes Sam Shaw, a second vp in the
rou insurance financial o erations of the John Hancock

Mutual Life Insurance Co. in Boston. Health insurers have

had to reassess the relationship between this risk and their
returns, he.admits.

Many major insurers lost money on their health insur-
ance business during 1981 and 1982, although the industry
appears to have turned a corner back to profitability last

"It's an interesting point in time," notes Richard B.
Sleezer, director in the group department of The Travelers
Insurance Cos. in Hartford, Conn. "You can be a pessimist
or an optimist-cost increases are coming down, but we're
all afraid we may be burned again."

This cautiousness linked with optimism about abatement
in the medical care CPI, sums up the ambivalence of insur-
ers toward future health care costs, based on an informal
survey of a dozen major companies conducted by Business
Insurance in late December.

Indeed, it seems that this ambivalence-and paranoia
about reliving recent past years of unprofitability-could
help to maintain rates at higher levels than claims costs
merit. '

"Insurers have been playing catch-up since 1980-1981
when they underestimated the medical inflation rate," said
an actuary at one major insurance company. "During 1984-
1985 there's some reason to hope that we can get ahead of
costs-the opposite of catch-up."

Continued on next page
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Health insurers may ask for smaller hikes
Continued from preutous page ing to tne upswing for insurers, Hancock are running at an average and competitors last October when

Other insurers concede that points cut Merwin Soper, group 'There's a lot of of 20% or slightly more for both it announced it would phase out the
there is some truth to this view, but marketing vp for Allstate Life In- large and small groups Howeer, Equi-Group life and health policy
stress that competition typically surance Co, a Northbrook, Ill, af- uncertainty about that represents an annual increase for small groups with fewer than
takes the cushion out of rates fillate o. Sears, Roebuck & Co As 1984,' agreed Mr. for the large group policyholder 100 lives (BI, Oct 31)

"Insurers will be slower to get employment picks up, so does the and only a six-month rate for small Although Equitable won't reveal
more aggressive until they recover number of people covered under Griswold at Pacific groups how much money it lost on the pro-
those losses," agrees John A insured plans and, in turn, premi- Mutual Life. Since 1980, claims experience on gram, the company has acknowl-
Wickens, vp-group underwriting in ums paid to insurers small groups has been so volatile edged that the business was unprof-
Roseland, NJ, for The Prudential He estimates that rate increases that John Hancock and some other itable In 1981, Equitable estimated
Insurance Co of America But, he will average 15% to 18% on group insurers have revised rates upward that it lost $5 million on the Equi-
emphasizes "The market is Stlll health plans this year, down from tant in marketing operations twice a year "If a miracle takes Group plan (BI, Nov 16, 1981)
very competitive so it will be diffi- about 2)% to 25% last year These Rate increases for groups with place, we could defer an increase Prudential readily admits that it
cult for insurers to be too conserva- figures are somewhat lower than more than 150 lives underwritten next July when we would r or- continues to have problems with 1ts
tive in their rate assumptions " estimates given by other insurers by John Hancock are based on the mally increase rates again," said small group business Rate in-

Nearly all insurers say that 1983 who participated in the survey group's individual claims experi- Mr Neile creases early this year for groups
was a turnaround year in which At the beginning of last year, ence so actual rate changes vary The small group business has with fewer than 50 lives will be at
average rate increases for both John Hancock's average annual widely Other insurers also offer been troublesome for other insur- least 10 to 15 percentage points
large and small groups began to rate increases were Just over 50% experience-rated plans when the ers as well higher than for larger groups, re-
slide in the third or fourth quarter for small groups with up to 50 lives group Includes at least 100 to 200 For example, The Equitable Life ports Mr Wickens

The general U S economic re- and 30% to 35% for larger groups, lives Assurance Society of the United He expects increases for large
covery is a major factor contribut- reports Alex Neiley, a sales consul- Today, rate increases at John States stunned ltS policyholders groups to average about 20%, com-

pared with 30% to 35% for small
groups

"We began to see average rate in-
I

1 creases slide a bit at the end of 1983
4 *38* to the high teens," he says "But the

4'

, «05 new system for Medicare could

**¥ push rates back up slightly by caus-R

ing greater cost-shifting "

nI Several other insurers also ex-

pressed concern about the impact
e . - : that the prospective payment sys-

--- : 1: tem for Medicare reimbursement
-

" would have on medical care costs

financed by private payers
Starting Jan 1, Medicare will

¥. phase in a reimbursement system264:
tied to diagnostic-related groups

Y.1 --- The federal government also has

r\ ...3.'. tightened the reimbursement for-

.
h. mula for Medicare claims that con-

1.> 4

tinue to be paid on the old cost-
basis method

ImONAL 010 91 "There's a lot of uncertainty
------i----- t*-Y- about 1984/' agreed Gerry Gris-

wold, vp-group actuarial at Pacific
Mutual Life Insurance Co ln New-

port Beach, Calif "Insurers are un-
easy with the effects of the Medi-

-=+. care change on those insured under
private health care policies "

--1

F.=Jnk - -- ---- Mr. Griswold placed average
.

---

&-. ;=1=4.-A-U:54#*. I.
04* -|N|*W*%0,4 - .*91- I rate increases for 1984 in the 18% to

- 23% range Policyholders renewing
Irrr.

-

coverage toward the end of the
year are more likely to get in-

..: creases at the low end of this range
if the present slackening trend m

.

claims costs continues, he adds
4 i2 Although their projected 1984

rate changes tended to dovetail at
about the 20% mark, insurers' atti-

THISISTHE WRONG tudes toward the future tended to

differ significantly Some are much
less optimistic than others about

=1 TIME TORND OUT the long-term prospects for a slow-
down in the spiraling upward costs
of health care

"There is not an awful lot out

f 1YOUDON'THAVE there to suggest that health care
costs are coming down in price like
other goods and services, notes

THERIGHTINSURANCE. John Burnosky, vp & actuary for
Aetna Life Insurance Co in Hart-

ford

Overall usage of health care is
growing at a 6% to 8% annual rate,
he notes And $50,000 to $100,000
claims-rare a few years ago-are
becoming increasingly common as
more people undergo costly proce-
dures such as heart surgery and
kidney dialysis

lt's too late after your busi- companies-not just one. So You'll find the independent Aetna is renewing its small group
policies for one year at rates of 22%

ness or your inventory has been you get expert, professional /nsurance Agent who's located to 25% above last year and its large

bad/y damaged or destroyed. advice on how to select the best nearest to you /isted in the groups at about 20% above last year,
said Mr Burnosky This is about

That's why it's a . i„-1.* ---1 business insurance coverage Ye//ow Pages right under the four percentage points below last

good idea to consult m;Egr 4 at the best price. Big ,®
year's renewals at this time, but Mr
Burnosky does not see much likeh-

an /ndependent And right now your /ndepen- symbol.
/nsurance Agent

hood of a further slackening
"I expect to see 20% annual rate

+ dent Agent is offering an infor- YOUR ndependent increases for the foreseeable fu-

before you buy your  I mative free booklet thatcan Insurance l IAGENT ture," he said
SERVES YOU FIRST Joe Walton, director of market-

business policy. An  help make choosing the right 65<® ing for Hartford-based Connecticut
General Life Insurance Co, a unitindependent Agent business insurance a little easier. THE MORE-THAN-ONE-COMPANY of CIGNA Corp , proJects a trend

represents several . --*-m- Get it. Before you need it. INSURANCE AGENT. factor of 18% to 22% for health in-
..h-X*-

surance rates This breaks down

Continued on page 6
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A constant

in a world of change.
You do business in a changing - Wausau's there. By serving that won't depart from time-
world. At Wausau. we've insured more than 80,000 changing honored values. There are two
businesses since 1911 companies, we've not only things you can count on:
through changing times and become "the business insurance
technology. Where business goes TIMES CHANGE.

experts," we've learned how to
meet the challenges of change. WAUSAU WORKS.

We also know you want
business insurance serWce

ZaWAUSAU
linr INSURANCE

COMPANIES
Watch The New Tech Times on PBS

- ® Wausau,Wisconsin54401 Pnncipally underwritten by Wausau Insurance Companies
Check local listings
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spotlight report

Health rate increases hovering around 20%
Continued from page 4
into 13% to 15% for inflation and

cost shifting, 3% to 4% for utiliza-
tion and demographic changes and
2% to 3% for leveraging.

Another cost he is watching
carefully is dental fees. During the
second half of 1983 there was a dra-

matic increase in the dentai fee

component of the CFI, he reports.
In October, the annual rate of den-
tal fee inflation was running

at 8.3%, compared with 5.296 in
April.

This comes as kind of a surFrise
because in recent years dental fees
have been more in line with the

overall CPI, currenrly under 5%,
says Mr. Walton.

This jump has not yet beer. re-
flected in claims, but it seems likely
that it will be. If the trend 203-

tinues, it could translate .nto higher
rate increases for employers later
this year-especjally for those with
plans based on reasonable and cus-
tomary charges rather than fixed
benelits, warned Mr. Walton.

CG's zurrent group dental rate
increases are averaging about 9%.

Denta, services accounted for

$19.3 billion or about 6.5% of the
total U.S. health care bill of $322

milli,n during 1982. About 25% of
the cost of dental serviies _s reim-

bursed under dental insurance

plans, sa.d Mr. Walton.
O.her insurers said they had no-

ticed the upward -rend in dental
fees, but agreed that the impact had
not yet been feli in claims costs.

'We will probably see the
change in the next few months, but
we co not expect a huge jump," said

Thomas Ferguson, vp & actuary for
Equitable. "Right now dentists' in-
flation is higher than dcctors'. We
are surprised and perplexed as to
why this is."

Many insurers are urging group

policyholders to redesign benefit
plans to make employees and their
dependents more ccst-conscious
buyers of medical care.

The trend toward higher de-
ductibles and elimination cf first-

dollar hospitalization coverage is
continuing, for examgle Higher re-
imbursement levels for ambulatory
surgery, second opinion surgical re-
views and prior authorization for
hospitalization all are gaining
wider acceptance.

Many employers are switching to
deductibles of $200 or $300 up from
$100, says The Travelers' Mr.

0.

Sleezer. And even $500, $750 and

$1000 deductibles are becoming
more common.

Often, plans that include a
Sl,000 deductible provide for the
employer to self-fund a layer be-
tween the $1,000 and a much lower
ded.ictible paid by employees. Such

plans may require the employer to
administer claims.

Nearly all major health insurers
have signed or are in the process of

negotiating preferred provider
contracts with hospitals andphysi-
cian groups in various urban cen-
ters throughout the country.

Preferred provider organiza-
tions are legal arrangements in
which healih care providers con-
tract with emp.oyers, insurance
ccmpanies or cther third-party
payers to deliver health care serv-

iees to an employee group at a re-
duced fee.

Typically, employees are offered
a financial incentive to use the

PPO's doctors and hospitals.
"It will be at least a couple of

years before the effectiveness of
PPOs will be known," observes Joe

Filippo, assistant vp-cost control
and management for Pacific Mu-
mal.

On Oct. 1, Pacific Mutual started

its first PPO in the San Diego area
involving several thousand em-
ployees. "It's very early, but we've
had good results so far," reports Mr.
Filippo. "Of course, we're merely
cost shifting to others now."

Indeed, other insurers expressed
the same view that PPOs-at least

in the beginning-may be another
cost shifting mechanism that works
to the advantage of employers who
participate and against businesses
and private individuals who do not.

The real test of the effectiveness

of PPOs will be their power to

change the health care delivery
system through strong utilization
review programs. If the delivery
system can be made more cost-ef-
fective without sacrificing quality

of care, then everyone would even-
tually benefit from the PPO con-
cept.

Another cost containment ap-
proach recently introduced by Pa-
cific Mutual is "focused incentive"

plans for second opinion surgical
review and ambulatory surgery.
The plans offer financial incentives
to employees to get a second opin-
ion or to have surgery performed as
an outpatient for specific proce-
dures.

Ten procedures, which are dif-
ferent for the second opinion and
ambulatory surgery plans, were
identified by Pacific Mutual as the
ones most susceptible to cost con-
tainment.

"Why pay 100% for ear surgery
on an outpatient basis if the proce-
dure is usually performed on that
basis anyway?" asks Mr. Filippo,
explaining the type of procedures
that would not be included in the

incentive program.
The cost-effectiveness of across-

the-board second opinion surgical
review programs is still very con-
troversial, he points out.

Pacific Mutual's focused incen-

tive plan pays for the cost of the
second opinion only for 10 proce-
dures it believes are likely to yield
conflicting opinions, such as heart
bypasses, hysterectomies and knee
surgeries.

An employer can tailor-make a
list of procedures to be included in

the focused incentive plan based on
the company's own experience and
geographical location, adds Mr. Fi-
lippo.

Pacific Mutual makes no prom-
ises to the policyholder about what
the financial impact of the plans
will be, but based on its own re-

search believes that they will be
cost-effective.

Among the cost containment ap-
proaches under study at Metropoli-
tan Life Insurance Co. are PPOs,

precertification hospitalization and
a gatekeeper concept in which pa-
tients are asked to consult a medi-

cal advisor about alternative forms

of treatment.

"We are taking a slow, cautious
approach to precertification hospi-
talization," says Ed Shults, assistant
vp-group insurance marketing. "If
it's going to work, then we want
professionals doing it."

Although Metropolitan has not
started marketing this plan-which
requires changes in its policies-it
has begun using it on a limited basis
in some areas of the country and
expects to expand its programs
during 1984. .
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packaged insurance plan is
likely to fit your particular group's
needs. Fortunately, shaping group plans to
meet individual group needs is something
we've got a particular talent for.

As the Group Agency Department of
Washington National Insurance Company,
we've got the specific insurance alternatives
to help you wrap your group from top to
bottom. As pioneers in the field of Teachers
Group disability insurance, we've got over
fifty years of experience for you to draw
upon. Backed by Washington National,
with over $16 billion worth of life insurance

- fin force, we're in a position to give you
a lot more than artistic advice.

So whether yours is a large or small
business, a health and welfare fund, or a
not-for-profit organization, call the Group
Agency Department. We've elevated group
insurance to an art. And when it comes to
helping you do the job, we've got that
down to a science.

For immediate assistance call
(312) 866-3410 or contact your nearest
Washington National Group Office. In the
Yellow Pages under Insurance.

  washingtonnational
INSURANCE COMPANY
EVANSTON. ILLINOIS 60201
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opinions

A benefit you should consider
TN SEPTEMBER, we suggested that companies that
1did not want to start a flexible benefit program could
at least set up a reimbursement or flexible spending
account.

Apparently, many benefit managers were in agree-

ment with us. As Sallie Drury's report on page 1 indi-

cates, flexible spending accounts are springing up all
over and are expected to be THE benefit of 1984.

A flexible spending account allows employees to

spend pretax dollars for non-taxable benefits, like
health insurance deductibles or copayments or day-

care expenses.

Sometimes the plans are funded through employee

salary reductions, other times through employer con-
tributions, or sometimes through both. Sometimes the

accounts are part of flexible benefit programs, but
often they are set up on their own by companies that do
not want the administrative hassle of a full-blown flex-

ible benefit plan or are not yet ready for one.

Many times FSAs are introduced to sweeten a com-
pany's decision to raise health insurance deductibles,

and still other companies set them up as a long-range
health care cost-containment move on the notion that

it is necessary to get employees involved in their health

care expenses at some level.

If you are still debating whether your company
should offer an FSA, we still say yes-especially after

reading this issue's report on them.
The companies that have started them are reporting

that FSAs create very little administrative hassle, often
can be administered in-house with or without staff ad-

ditions and can even save them money.

And besides all those good points, they provide em-
ployees with an incredible benefit-tax savings.

If you've been defending your decision not to start an

FSA by pointing out that Congress is expected to alter
Section 125 of the Internal Revenue Code, which

allows employers to offer them, we don't buy it.
We agree with the benefit managers who have gone

ahead and started FSAs despite the possibility of rule
changes later. As one benefit manager said, "There's
almost no reason why you shouldn't implement this
plan. The (uncertainty of the) regulations don't bother
me in the least. If they change, we will change. We are
giving our employees the benefit while we can."

No one expects Congress to act on Section 125 for at
least a year, so why not let your employees benefit
from tax savings while they can?

And if you do start an FSA, we strongly suggest you
follow the advice of the benefit managers BI inter-
viewed: Be conservative in the way you set up your
FSA program so that if Congress does pass more strin-
gent rules, your plan will stand a good chance of still
fitting in. Put a cap on the amount of money that can
be diverted to the account and limit the type of ex-
penses on which money can be spent.

If we and the benefit managers in our report have
convinced you now to seriously investigate setting up
an FSA benefit, we do want to throw in one warning:
Be prepared to spend some time and money on com-
municating this new benefit.

FSAs are a whole new concept that your employees
probably are not familiar with and when you suggest
that they might want to reduce their salaries to fund
the account, they may be totally turned off if you have
not communicated the benefits of paying deductibles or
day-care expenses with pretax dollars.

But if you prepare them well, chances are you will
have some pretty appreciative employees and there
could be some benefits for you, too.

Strategy for the new year
it's better than 30%, butE'RE NOT GOING TO advise you to get preparedfor tougher insurance negotiations in 1984-un-

less you have been piling up losses for your insurers.
Last year at this time, we had heard enough about

insurers wanting higher rates by the end of 1983 that

we told you to hone your negotiating skills. But, one
year later, it appears corporations with decent loss his-
tories can breathe easy about property and casualty in-

surance costs for yet another year.

Unfortunately, not the same can be said about health
plan costs.

Our reporters' interviews with the leading insurers
in major lines of insurance reveal that corporate insur-
ance buyers can pretty much expect more of the same

in prices in 1984. Although property and casualty in-
surance underwriters for the most part would like
more premium, and reinsurers are tightening their
terms and conditions, none of the primary insurance
companies appears willing to risk market share by hik-
ing property or liability prices too much. Workers com-
pensation insurers say they don't need any rate in-
creases in 1984.

Unfortunately, health plan underwriters expect to
need increases of about 20% to cover the ever-increas-

letters

ing cost of health care. True,
20% is still unacceptably high.

What are risk managers and benefit managers to do

now that they have been handed nearly the same script
for 1984 that they saw in 1983?

Risk managers should not become complacent. Good
risk managers don't need to be reminded that insur-
ance buying is only one part of their broader responsi-
bility to protect corporate assets-both property and
people. And to the extent that a competitive insurance
market willingly offers up the products and services a
risk manager needs, there is more time to pursue loss
prevention and loss-control projects and creative risk
financing projects. And, there is an opportunity to be
choosy about which insurers underwrite the company's
insurance.

Employee benefit managers, meanwhile, should not
become discouraged. They must continue their efforts
to redesign health care plans to encourage cost control
and to redesign funding plans to get the best price pos-
sible. It's going to be another year of hard work with-
out a lot of immediate success since successful cost con-

trol efforts pay off in the future, not immediately.
Welconne to 1984.

Look to dental insurance for cost-control ideas
To the editor: There is a way to slow

health care inflation-the same way den-
tal prepayment programs have always
done it. Involve the consumer in cost-

sharing, through deductibles, maximums
and copayments. Emphasize and reward
prevention by covering diagnostic and
preventive services at a higher copay-
ment than for restorative work.

The medical and hospital insurance in-
dustry needs to adopt consumer cost-shar-

ing measures like those of the dental in-
surance industry. The numbers speak for
themselves: In 1982, dental care costs rose

only 7.8% vs. 12.5% for health care costs.
Preventive copayment programs work.

The proliferation of comprehensive
health care plans without any regard for
cost control is a major contributor to the
rapid increase in health care costs in re-
cent years. Some plans are so generous
that individuals pay virtually nothing for

doctor's visits or hospital services. And
without any copayment, doctor and hospi-
tal services are overused.

The medical and hospital insurance in-
dustry must bear the responsibility for
managing inflation. The dental insurance
industry has done so all along.

Onan A. Thompson
President

Delta Dental Plan of Minnesota

Minneapolis
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RO. Box 130
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Property coverage Few underwriters expect that mo- of the largest underwriters of allied -or.gstand-ng treaties should be able Medium-sized risks in the $25,000
mer,turn to fail completely before coverage and commercial fackage zo continue to underwrite at thair to $250,000 annual premium range

Continued from page 3 the f rst half of 1984 plans Prem.um volume for 1983 present rates for some time irito Can probably count on some rate
in years, sellers are setting the Tte Insurance Services Office, remained flat, Mr Sierman says, 1984," he says increases by the end of the year
prices instead of buyers," he sa) s an nsurance industr)-supported and AIG devoted part of its year to Hartford Insurance Group, -radi- "Nobody lS making any money in

With tighter reinsurance, fewer stat stical and rate advisory organ- re-underwriting some of its exist- tionallj one of the most conser-Ja- the medium-risk part of the busi-
direct insurers will be able to com- ization, reports that minoline fire ing business Deductibles, for ex- tlie property underwriters, is one ness," Mr Donahue says "And in
pete as aggressively for large prop- or basic single-risk fire insurance ample, were adjusted and the re.n- of the insurers that most experts 90% of the cases in that range, prop-
erty risks, and small insurers that was being sold at 10% lower than surance was renegotiated agree could contmLe to underw-ite erty insurance is combined with
once competed aggressively for adusory rates through the first "There certainly is a lot of tald, at its 1983 pace Ho.*ever, even the some casualty risks The casualty
portions of large risks may no quarter of 1983. but individual un- both internally here and exter- hoary Hartford. whose rate cuts portion is generally in poor condi-
longer be able to muster capaci-y derwriters repcrt much greater nally, about a tightening marker, have gererally lagged behind the tion, making the whole coverage

"That alone may not be enough bargains proceeding into the last and the reinsurance market is de- industry as a who.e, would like a area grossly underrated "
to increase property insurance quarter of 1983 finitely tightening But as to bit more premium for a bit ess Hartford Insurance Group was
rates, but it means that un- "As late as September of last whether or not these factors will risk the nation's third-largest un-

derwriters everywhere will ha„e to year, we were still seeing a couple actual-y affect rates for most risks "Thinss can onli go up in 1 984, derwriter of monohne fire insur-
be more selective with their capac- of very severe examples of rate lS anybocy's guess I don't th nk ir. underwriting results and rates," ance in 1982, according to A M Best
ity and that large risks are less corrpetition-large risks going for rates will change significantly in remarks Vp John F Donatue Co, with $1287 million in pre-
likely to be gobbled up by insirers 25% to 30% of o.ir best qi.ote," re- 1984, but if they do, I wouldn't be "Hartford is looking to get a 1.ttle mium It also was one of the 10
offering very reduced rates,' Mr marks Enoch G Sherman, senior satisfied with anything less than a more real premium in its coverage largest underwriters of both allied
Mairs says vp of American Home Insurance 15% tc 20% rate increase ' Property policies will produce property coverages and commer-

Rate competition, however, ds far Co a unit of the American Inter- Mr Sherman agrees, ho·* ever. losses, s) results Mill continue to cial multiperil packages
from over, insurers note Rate de- nat onal Group 1nc in New York that scme smaller insurers may deteriorate unless we gene-ate Commercial package plans,
creases continued throughout 1983 AIG was the nation's step out of rhe interse conpetinon more premium " which cover a variety of property
to a bottom of 2 cents per $100 cf second-largest underwriter of fire as faccltative and treaty reinsur- Only the biggest and best risks and liability perils under one pol-
value for highly protected risks up insurance in 1932 with about $135 ance b€ccmes less available can expect rate decreases or icy, are also expected to become
to 20 cents for Main Street business m.mon in annial premium and one 'But larger insurers w th firm, broader coverage from Hartiord less competitive in 1984, insurance

industry sources say Rates are ex-

JAMES IS HERE
pected to increase slightly

Package policies, which are gen-
erally purchased by small to me-
dium-sized Industrial and retail

businesses, are considered the

meat-and-potatoes business of the
large stock insurance companies
Even though each package policy

PARTNERS IN RISK MANAGEMENT generates only $3,000 to $15,000 in
annual premium and the business

FOR THE WORLD OF BUSINESS
frequently produces less than 25%
of an insurer's total volume, many
large insurers look to package plans

Oil drilling C.om-nercial fishing needs Because we produce such insurance prcgrams than any other the way fast food franchises look at

Lumbering Heavy construction a large premium volume, vo.j can broker n the world, and we'll be standard hamburgers If their sales

Wherever there are property and count on us to employ our sjbstan- happy to atrar ge a study for You at and profitability drop, the whole
business is in trouble

casualty risks, Janes is there tial negotiating leverage with the no otllgation Profits on package plans have
We are one of the largast full- strorgest Insirance compalies- If Vou wou d like ti find out more dropped industrywide, experts say

service insurance brokeragefirms cn your behai about Frec S Ja-nes, please call From 1980 through September

in the United States We'-e fully James is a leader In the area of , 212 747-8219, or write · 1983, premium income derived

qualified to serve you in virtually executive and empioyee benefit and from commercial multiperil poli-

every area of insurance and risk inceitive compensation We'll assis- Corporate Communications cies lagged about 29 points behind

management-even on an intema- you n organizing, funding, and
Fred S James & Co, Inc what ISO advisory rates would
55 Water Streei have produced, the statistical or-

tional level administering your plar, and we'll \Iew York, NY 10041 ganization reports
When you choose Ja-nes, you provide all of the essential services ISO develops rates that, based on

choose more than a company-yo-1 to keep it operating cost effectively
choose a conscientious ousiness Even if it would be rrore orofitable James members' loss experience, could be

expected to generate a profit with

partner Your personal James for Vou to se#-Insure vour property some consideration for investment

FRED 5 JAMES & CO, INC income

account executive stud es your and casualty risks and employee
business tho-oughly, and designs Denefit plans, James car Sull assist YOUR PARTNERS During that period, ISO rates

changes should have boosted pre-
a program carefully tailored to your Vou We administer more self- IN RISK MANAGEMENT

mium 33% over 1980 rates, but ac-
MemberNattonal kgaa*m of Innuronce hagen

tual premium reported by insurers
grew only 4%.

The gap between the premium
r'll the advisory rates would have gen-

erated and the collected premiums

29* .Lsad)19..a accelerated during that period, ISO
.. - =....\A /*16 adds In the first quarter of 1983, in-

1 8-# . 2-
.rl

surers were charging commercial
multiperil package policyholders

/r- I
35% less than the ISO advisory rate

i The competition didn't stop at all

4
during the remainder of 1983, in-
surers add.Ili 54.0

f i.3 INA/Aetna, the retail commer-

* . 2 M / cial insurance division of CIGNA

r hf , Corp , reports that field un-
derwriters for CIGNA and other

l I I.

4 large insurers were charging rates

4 , ''t. -.4, Lj 48% lower than ISO advisory rates
f by the end of 1983

These rates were about 10% to

20% lower than similar charges in
,1=0,

SY 12. I 10 I 1982 says Joseph Reynolds,

V

- Y

CIGNA's vp in charge of field serv-*-3 r I
. leeS

,·
V "One of the basic assumptions of

the insurance marketplace lS that
the Industry as a whole will let
package plan rates detertorate only
so far before making changes in
pricing or underwriting," he says

Lk "But it hasn't so far "

. CIGNA, the largest underwriter
of package policies, generated

- 1r
4

$7055 million in annual commer-
cial multiperil premium volume in
1982, according to A M Best Co

1 4, This volume gave CIGNA slightly

..

4% 4 more than 8% of the market

The insurer, however, has been

underwriting these policies to a
combined ratio of about 120% with-

out generating significantly more
. premium in 1983 than the insur-

.

,/,2.
. ance group did in 1982, Mr Reyn-

olds says This practice will have to
Continued on page 12
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Property rates to inch up
Continued from page 10
stop, he adds.

CIGNA would like to increase rates 4% to 5% in
1984 and reverse the downward slide of under-

writing results which, according to Mr. Reynolds,
have been deteriorating at a rate of 2 percentage
points per quarter in 1983.

"The change won't come quickly though," he
adds. "It will have to start in the field offices where

most of these policies are underwritten and getting
our needs through the heads of the field Ataff could
take some time."

Robert S. Ebersold, assistant vp for product devel-
opment at Aetna Life & Casualty Co. agrees.
"Ninety-nine percent of all underwriting for these
policies is done in the field, so changes will have to
go slow, at least for us."

For another type of property coverage, boiler and
machinery insurance, the end of the recession may
mean the end of low rates, underwriters say.

"It's a two-headed coin for boiler and machinery
insurers and business in general," explains David V.
Carlson, second vp at The Hartford Steam Zoiler &

Inspection Co. "The nation's business cycle appears
to be turning upward and that's good for everyone,
including insurers. The more machinery in use, the
more premium volume we can generate."

But more use and more start-up operations will
mean even more frequent losses and higher adjust-
ment expenses, underwriters say.

Hartford Steam Boiler is the nation's largest boiler
and machinery specialty insurer, generating about
$150 million in annual premiums. It holds about 37%
of the market.

Although Hartford Steam Boiler has standing
agreements with several large stock insurers to un-
derwrite boiler and machinery portions of coverage,
it has not been insulated from market competition.

Rate competition from members of the Factory
Mutual System and other large insurance companies
-including Kemper Group, Travelers Corp. and
Continental Corp.-has held Hartford Steam
Boiler's volume flat over the past two years while
losses have been rising slowly but steadily.

"Generally, we will be taking on more risk so we
will need a little more premium. I expect rates to in-
crease steadily to four or five percentage points above
last year by the end of 1984," Mr. Carlson says.

J
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HPR insurers to offer

broader coverage in '84
By LEN STRAZEWSKI

Broader and more comprehen-
sive, perhaps, but not cheaper, say
underwriters that specialize in
highly protected risk property in-
surance and new high-limit, all-
risk property policies.

Highly protected risk property
insurance rates, already bottoming
out at 2 cents per $100 of value and
ranging up to only about 6 cents per
$100, just can't go any lower, un-
derwriters say. But the premium
can be used to purhase coverage
than goes far beyond the named
perils for which the rates were
originally created.

Highly protected risk insurers
have virtually abandoned the lim-
ited coverage they once offered and
are now specializing in all-risk pol-
icies that can include boiler and

machinery risks as well as ocean
marine cargo insurance.

The reason for the change is
competition, and while other prop-
erty underwriters are predicting
some lessening of competition for
standard property coverage, highly
protected risk underwriters are
predicting continued intense bat-
tles among a handful of competi-
tors.

The competitors include Indus-
trial Risk Insurers of Hartford,
Conn., the four Factory Mutual in-
surers-Allendale Mutual Insur-

ance Co. of Johnston, R.I.,
Arkwright-Boston Manufacturers
Mutual Insurance Co. of Waltham,

Mass., Philadelphia Manufacturers
Mutual Insurance Co. of Philadel-

phia and Protection Mutual Insur-
ance Co. of Elk Grove Village, Ill.,
-American International Group
Inc. of New York and Kemper
Group of Long Grove, Ill.

"There is a very strong tendency
among HPR underwriters to intro-
duce more and more coverages into
one package plan," confirms
Wayne Crawford, senior vp at In-
dustrial Risk Insurers, a consortium
representing 45 separate property
insurance companies.

"There are some economies for

insurers in combining the cover-
ages over one deductible and one
limit and several advantages for
policyholders.

"If, for example, a policyholder
has mostly highly protected risk
property but a few buildings that
don't quite come up to standards,
the poorer risk can be smoothed
over in one all-risk policy and cov-
ered for the lower HPR rate.'

Mostly, however, the broader
coverage is a competitive tool, Mr.
Crawford admits, and IRI is contin-

uing to expand coverage by offer-
ing boiler and machinery insurance
both within an all-risk plan and as
a separate policy-a notable expan-
sion for the insurer which pre-
viously offered the coverage as part
of packages but retained none of
the risk.

"After you have given a risk
manager all you can in price, all
you can offer is better coverage.
Two cents per $100 of value is just
about as low as you can go, so I
don't expect any further rate de-
creases. But there is plenty of com-
petition in coverage."

IRI did not fare particularly well
in the competitive bouts last year as
premium volume fell from $406
million in 1982 to $375 million in
1983 (underwriting year ending in
November), but the insurer hopes

for a modest growth in 1984, ac-
cording to Mr. Crawford.

The Factory Mutual insurers,
IRI's main competition, are also
hoping for volume gains as more
buyers switch to their all-risk pol-
icy, officials say.

"In the last six to nine months,

the all-risk policy has received

very high policyholder accep-
tance," remarks Burr Mosher, vp
and manager of all-risk under-
writing and facultative reinsurance
at Arkwright-Boston. "About 90%
of our policyholders are now buy-
ing all-risk coverage."

Though all four of the FM insur-
ers recently modified their pre-
mium deposit plan in hopes of en-
couraging new business, the key to
increasing premium volume is
price, they say (BI, Dec. 19, 1983).

FM underwriters are simply not
happy about the rates their policy-
holders are paying, but say there is
little they can do about it.
Arkwright-Boston's premium vol-
ume dropped about 4% from $202.4
million in 1982.

"There is some uneasiness here

about the pricing on some accounts
and capacity in the industry seems
to be shrinking overall, but there
are no changes in the HPR and all-
risk market to speak of," Mr.
Mosher says. "Oh, there may be
some firming up in price by the end
of 1984, but there is no sign that
coverage will narrow. It can only
get broader."

Arkwright-Boston, which al-
ready offers boiler and machinery
coverage both separately and as
part of a package, attempted to
broaden its offering with ocean ma-
rine coverage last year and will be
adding crime and fidelity insur-
ance as part of its all-risk coverage.

Allendale Manufacturers Mutual,
another FM insurer, is also hoping
for a modest volume gain after a
slight premium reduction in 1983,
but it isn't counting on dramatic
improvements.

"We are still being buffeted by
the competition in the market and
there's not much we can do,"

agreed Michael Mcintyre, vp and
director of marketing; "The best we
can hope for is that there will be
some inflation of premium as the
economy rebounds and a return of
buyers who prefer Factory Mu-
tual's engineering services."

AIG, which underwrites HPR
risks through Commerce & Indus-
try Insurance Co., had previously
positioned itself against FM insur-
ers by promoting that it required
no premium deposit.

Since FM's changed its premium
deposit plan, AIG also has joined
the coverage competition and is of-
fering a "miniglobal" all-risk pol-
icy that is designed to offer to small
and medium-sized companies the
same broad international coverage
AIG sells to large coporations.

But just like its competitors, AIG
foresees no rate increases in 1984,

says Commerce & Industry Presi-
dent Dick Williams.

The only holdout against the
trend to broader and more compre-
hensive coverage is Kemper
Group, which underwrites HPR
property risks through its Ameri-
can Protection Insurance Co. sub-

sidiary. Though Kemper also offers
an all-risk policy, HPR Under-
writing Manager Bob Smilak says it
would rather not blend too many
diverse coverages into one policy.

Boiler and machinery coverage,
for example, is best kept separate,
he says, for underwriters and engi-
neers to properly evaluate the ex-
tent of the risk.

"Engineering has always been the
key to HPR underwriting and there
are some insurers out there who are

offering broad coverage without the
service to back it up," he says. "We
believe that it is important to our
credibility to provide the engi-
neering service the risk needs in the
best way we can and stay with the
risk as long as we can."

Like most of its competitors,
Kemper's HPR premium volume
was down about 5% from 1982. •



Liability rates
Continued from page 3
nue, like profits from workers
compensation coverages, Ms.
Sarides noted.

Because of the deterioration in

workers comp, "we can't afford to
give away as much" on general lia-
bility, she explained.

"I would anticipate that we'd
begin to see price strengthening,"
said Fred P. Themmes, senior un-

derwriting officer with The St.
Paul Cos. Inc., adding that any rate
hikes at St. Paul would be based on

an annual review of its business by
class and geographic region.

"If the review indicates problem
areas, we would react to that in

pricing or coverage," he explained.
Mr. Themmes said that the over-

all amount of CGL premiums col-
lected probably will increase this
year if the economic recovery con-
tinues, since premiums are par-
tially based on company payrolls
and sales. But St. Paul has also ex-

perienced a decline in market
share because of unwillingness to
cut rates too far, he said.

Rate changes that would signifi-
cantly affect the insurer's results
probably won't come until 1985 or
after, he indicated.

"1984 is half-priced already.
There isn't a lot that can be done to

improve 1984," he observed.
The one insurer that seems to

have the firmest plans to increase
rates is Fireman's Fund Insurance

Cos. Rates for Jan. 1 and July 1 re-
newals will increase an average of
12% to 15%, including reductions of
premium credits, according to Fred
G. Marziano, senior vp for com-
mercial lines.

Individual increases will range
from zero to 25% but will not be

across-the-board in any line, Mr.
Marziano said, adding that the
company had not increased rates
for OL&T and M&C liability in
some states for two or three years.

"We haven't had tremendous

problems with any of (our lines),"
he explained. "It's just a matter of
shoring up our base rates.

"With the deterioration of work-

ers comp coming on strong, we
don't have a line to support the
other lines," he said.

Fireman's Fund, an affiliate of

American Express Co., recently
added $230 million to its loss re-
serves, a move that is expected to
leave the insurer with a huge
fourth-quarter loss and its parent
with a 10% drop in 1983 earnings.
But Mr. Marziano says the reserve
shortfall had nothing to do with the
company's decision to seek rate in-
creases, which were decided upon
last October before the reserve

problems surfaced.
He added that he doesn't think

many companies will follow Fire-
man's Fund in the kind of hikes it

seeks. 'I expect there's going to be a
subtle approach. I don't think we
will see too many people doing
what we've done."

Nevertheless, some insurers
wonder if the Fireman's Fund re-

serve shortfall won't provoke more
widespread stiffening of rates.

"Frankly, Fireman's Fund is not
too alone there," CU's Ms. Sarides
said. "Perhaps it will cause people
to stop and reflect."

Earl R. Lanning, vp with broker
E.H. Crump Cos. Inc. in Memphis,
Tenn., says he has already seen
signs of a tightening market, par-
ticularly in the reinsurance arena
where underwriters are insisting
on "much higher rates.

"Finally this long tail is begin-
ning to catch up," he observed.

Umbrella underwriters that have

recently charged $500 per $1 mil-
lion of liability coverage for hotel
chains are now asking $1,000 per
million, he said.

Quotes on liability coverages for
chemical and pharmaceutical com-
panies and ladder and scaffold
manufacturers have doubled in

some cases, and Mr. Lanning re-

ports that he has bound coverage at
rate increases of up to 50%.

The first area to see firming
prices was commercial auto and
long-haul trucking, Mr. Lanning
noted. Several insurers are already
scaling back their underwriting in
this area, and about 10 specialty
markets-including Scottish &
York Group and Atlanta Interna-
tional Insurance Co.-have pulled
out of auto liability altogether.

More than half of Crump's com-
mercial auto policyholders facing
rate increases have gone ahead and
bound coverage in spite of the
higher prices, Mr. Lanning noted.

' Six months ago we could have
quoted like this and we wouldnt
have sold one (policy) in 10."

At the same time, umbrella in-
surers that wrote commercial auto

risks over a $300,000 underlying
layer may now demand a $500,000
underlying layer, he said.

Many buyers are facing higher
minimum premium requirements

and more expensive excess um-
brella layers, adds James A. Rob-
ertson, principal consultant with
Warren, MeVeigh & Griffin, a
Newport Beach, Calif., risk man-
agement consulting firm.

Some underwriters are doubling
premiums for umbrella coverage
and in the case of one policyholder,
this led to the anomoly of having a
high excess layer costing more than
a lower layer, Mr. Robertson said.

Hotel chains, in particular, are
facing higher minimum premiums.
In addition, underwriters are refus-
ing to write coverage for both the
owner and operator of the same
hotel. Capacity is sufficient for both
parties to find coverage, but one
may have to settle for lower-qual-
ity insurers, Mr. Robertson said.

One hotel company, which he
declined to name, was unable to
place first-layer umbrella coverage
with a Best's A-rated insurer and

had to settle for a B-plus company
because its first-choice insurers al-

ready had pieces of hotel risks on
other policies, he explained.

"Companies are actively watch-
ing their lines on liability risks," he
said. "It looks like there's new ap-
prehension there."

Most of the rate increases are

likely to hit smaller policyholders
-the ones with the least clout, he
added.

Marsh & MeLennan Inc.,the
world's largest broker, is seeing a
"significant tightening" of the mar-
ket for high-risk business, but
doesn't expect to see rate increases
of more than 20%, according to
Lawrence Drake, an M&M manag-
ing director in New York.

"We're seeing some under-
writing judgment where there
wasn't much underwriting before,"
Mr. Drake noted.

But competition probably will re-
main stiff for moderately risky ac-
counts, even if some insurers go
under or pull out of the business.

"You have a lot of people in that
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Frederick M. Siegfried, CEBS, Vice President, outlines General American's
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employees, "all otheremployees,"
and unions don't like trimming
benefits or services. Neither
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You can be assured that General

American, a maior group insur-
ance company for over 50 years,
offers a full array of cost con-
tainment features. And very
competitively.

But we act upon the belief that
employers buy group benefits to
produce satisfied employees. So
we emphasize those cost con-
tainment approaches that en-
hance benefits. Our hospital
deterrent plans that pay 100%

benefits for out-of-hospital surgi-
cal care. Our fast, efficientclaims
system. Our comprehensive well-
ness programs. And we carefully
match benefits and cost contain-
ment features to what the size of

each case prudently allows.

Frederick M. Siegfried, V.P
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St. Louis. MO 63101
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Our grot,p insurance consultant. agent, or broker is

business and even if you eliminate
30% to 40% of them, you still have
enough companies to make it com-
petitive," he explained.

Aetna Life & Casualty Co. plans
selective changes in rates for some
policyholders but sees no dramatic
changes in the marketplace, de-
spite"significant tightening" of
treaty reinsurance markets and
difficulties in placing some faculta-
tive reinsurance contracts, accord-

ing to Brian E. Scott, a vp for com-
mercial insurance.

"We'll probably have much the
same market as we've got right
now," he said. "I would be very sur-
prised if we see any further rate de-
creases. We don't expect to see any
downward pressure, we just don't
expect to see a quick rebound."

"I think underwriters are going
to become more conservative in

writing hazardous risks," said
Wayne Wheeler, an underwriter
with Kemper International Insur-
ance Co. •
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Product liability rates to remain competitive
By DOUGLAS McLEOD

NEW YORK-Despite having
produced some of the worst losses
among the liability lines, product
liability insurance is not expected
to be dramatically more expensive
or difficult to place in 1984.

Underwriters, brokers and con-
sultants say that while modest rate
increases and other revisions of

terms are likely for some risks, the
product liability market will re-
main surprisingly soft.

"I wish (markets would tighten)
because it's the only sane way to go,
but realistically, I don't see it hap-
pening," said Donald R. Cook, se-
nior vp with Ebasco Risk Manage-
ment Consultants Inc. in New
York.

Rates for product liability insur-
ance-often written as part of a
comprehensive general liability
package but rated separately-typi-
cally firm before other general lia-
bility lines.

This year, product liability rates
may rise an average 10% to 15%,
Mr. Cook said. But, compared with
the rate cuts of up to 50% that have
been achieved over the last three

years, that kind of hike doesn't
amount to much, he indicated.

Increases of 50% would probably
be required to begin to keep pace
with mounting losses, he added.

The loss ratio for product liabil-
ity coverage as compiled by the In-
surance Services Office for the four

quarters ended last Sept. 30 was
202.8%, well above the loss ratios
for other liability lines, ISO reports.

Reinsurance for product liability
risks has been more difficult to

place in some London and domestic
markets but capacity is still plenti-
ful, especially as several captives
are expanding their third-party un-
derwriting, Mr. Cook noted.

A handful of London and domes-

tic markets have demanded in-

creases of up to 25% in the mini-
mum premiums charged on excess
product liability layers for a few
isolated risks, he said.

In addition, he noted that two
policyholders have been forced to
increase deductibles to $250,000
from $100,000 and two others have
gone to $1 million from $500,000.
He said he expects more of this sort
of restriction of terms in the com-

ing year.
Earl R. Lanning, vp with broker

E,H, Crump Cos. Inc. in Memphis,
Tenn., says he has seen minimum
premium requirements double in
some cases and expects to see some
higher rates for products that pres-
ent the risk of long-tail losses.

Rates for "short-shelf" products,
like food products, probably won't
go up at all, though.

"They're virtually giving it away
with the liability (coverage)," Mr.
Lanning said.

Others see even fewer signs of
any firming of the product liability
market.

In most cases, product liability is
a relatively small part of an overall
liability package, so the impact of
higher-than-average losses is re-
duced, according to Bernard M.
Brown, a vp with Risk Planning
Group Inc. in Darien, Conn.

"For many insurers, it represents
a small portion of total liability pre-
miums, and insurers aren't going to
move on that one line," he said.

The improving economy and
gains in the stock market have also
served to increase insurer capital
and hold down rates, he added.

"Until you reduce capital, you
aren't going to see any increases in
rates," he explained.

Insurers that step away from the
pack-deciding that their financial
health demands increased rates or

more restrictive conditions-may
find themselves with a significant
loss of market share, he indicated.

r/'f

"The reward of being different
and right is not worth the risk of
being different and wrong," he
pointed out.

Insurers themselves indicate that

rates for general liability as a whole
may rise for some risks as income
from investments and more profit-
able lines, like workers compensa-
tion, dwindles.

Few, however, single out product
liability as a likely area for rate
hikes.

"It's been a very competitive

marketplace and I see no reason to
believe that will change," said
Brian E. Scott, vp for commercial
insurance with Aetna Life & Casu-

alty Co., adding that product liabil-
ity accounts for only about 20% of
the company's liability business.

Discounts from ISO advisory
product liability rates probably will
continue between 20% and 30% this

year, said Wayne Wheeler, an un-
derwriter for Kemper Interna-
tional Insurance Co.

Fireman's Fund Insurance Cos.,

a unit of American Express Co.,
plans to increase general liability
rates by an average 12% to 15% this
year, but those increases haven't
been spurred by product liability
losses, says Fred G. Marziano, se-
nior vp for commercial lines.

"We haven't had a problem with
products," Mr. Marziano said, add-
ing that the company's experience
was probably better for products
than for other liability lines.

Mr. Marziano also said that the

apparent under-reserving that re-

cently led to the company's addi-
tion of $230 million to reserves was
not connected to the rate hikes.

But in many cases where insur-
ers raise general liability rates, the
increases can be traced to products
liability losses, suggested Peter M.
Polstein, an Alexander & Alex-
ander Inc. vp who underwrites lia-
bility risks in the broker's special
marketing department.

"They will call it (general liabil-
ity), but it will mask the products,"
Mr. Polstein said. •
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Professional E&0 market may tighten soon
By BILL DENSMORE

The era of declining liability in-
surance costs for accountants, doc-
tors, lawyers, insurance brokers,
architects and other professionals
may end later this year, many in-
surance brokers, underwriters and
reinsurers warn.

Reinsurers, particularly in Lon-
don, are telling U.S.-based profes-
sional liability underwriters that
they must either hike their rates or
be hit with increased reinsurance

costs (see story, page 17).
Because most reinsurance on

professional liability risks is writ-
ten on a quota-share basis, an in-
crease in direct insurance rates
would automatically generate
greater premium flow to rein-
surers. Thus, reinsurers are en-
couraging higher direct insurance
rates so they won't be forced to
change terms and conditions with
ceding companies and risk losing
business.

The reinsurers note the cumula-

tive impact of multimillion-dollar
jury verdicts against professionals
is driving up claims costs to the
point where the once-lucrative
professional liability market is los-
ing its profit appeal.

"I don't admit to making a
profit," says Robin A. Jackson, a
director of Merrett Holdings P.L.C.
and a Lloyd's of London un-
derwriter whose syndicate leads
many professional liability reinsur-
ance placements in London.

"I would say the (reinsurance)

rates are firming," Mr. Jackson
says. "There's no doubt that errors
and omissions rates will be going
up steadily in 1984."

Underwriters on both sides of the

Atlantic are seeing the need for
professional liability rate increases.

No longer should the risk that in
the late 1970s brought a $500,000
premium be covered for $140,000,
says a key U.S. underwriter who
declined to be identified. This un-

derwriter said he had already
raised rates 25% for small- and me-
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of "tremendous increases in fre-

quency and severity."
In fact, at least one U.S. un-

derwriter-Shand, Morahan & Co.
Inc. of Evanston, Ill.,-announced
at the end of 1982 that it would

hike some professional liability
rates (BI, Oct. 18, 1982, and Nov. 1,
1982).

Representatives of four of the
largest professional liability un-
derwriters-American Interna-

tional Group Inc., Shand, Morahan,
Chubb & Son Inc. and CIGNA
Corp.-all agree rates are heading
upward in 1984.

And, The St. Paul Cos. Inc. says
it will hike rates by "at least 10%"
across most lines.

"There is an acceptance (on the
part of buyers) that rates have to go
up," says Joseph DeAlessandro,
president of National Union Fire
Insurance Co. of Pittsburgh, Pa.,
the AIG affiliate that writes profes-
sional liability coverage. "I think
the market is ready and poised."

He notes that professional asso-
ciations that control millions of dol-

lars in professional liability premi-
ums are more willing than a year
ago to emphasize the quality of cov-
erage over its price.

At Shand, Morahan, President
E.L. "Mac" Calhoun said the un-

derwriting manager's efforts to
raise professional liability rates
have met with "spotty" success,
with major losses in market share
apparent in some areas like cover-
age for state bar associations and
real estate agents.

"Our efforts (last) year have been
to try to identify the lines where
we felt the rate corrections were
most needed," said Mr. Calhoun.
"We managed to keep probably a
little more of the business than we
anticipated we would."

"We just had to put in rate in-
creases and (some accounts) have
gone to the competition," said Mr.
Calhoun.

Shand generally expects profes-
sional liability rates to rise among
its competitors. "We see particu-
larly the international reinsurance
market tightening with respect to
U.S. casualty risks," says Mr. Cal-
houn.

"I don't think in 1984 a risk man-

ager can expect to get his prices cut
any," he adds. "Probably he should
expect an increase in price."

At Chubb & Son, officials de-
clined to be explicit about their
plans for 1984. But Robert M. Lyn-
yak, manager of the national crime
unit at Chubb, predicted that rein-
surance rates for professional lia-
bility risks will rise this year.

"In well-managed companies,
there has got to be a distinct rela-
tionship" between reinsurance
rates and primary rates to policy-
holders, Mr. Lynyak suggested.

"We're increasing rates almost
everywhere," said Stephen E.
Gerstman, president of INAPRO
Inc. in New York, the professional
liability arm of CIGNA Corp. De-
spite plans to hike rates, Mr. Gerst-
man says he doesn't think INA will
lose significant market share "be-
cause I don't think we're going to
be alone.

"We're trying to do the impossi-
ble for 1984-to grow profitably,"
he says. "But I'd rather lose some
market share than show an unprof-
itable combined ratio."

Yet, a senior executive at one
large professional liability un-
derwriter, who asked not to be
identified, says he has yet to see
evidence of any firming in rates on
end-of-year renewals. He dismisses
such statements by competitors as
wishful thinking.

A professional lines underwriter
Continued on next page
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Accountants liability rates to rise
Continued from previous page
for Munich Reinsurance Co. in New York, who

asked not to be named, suggested that the entry of
new professional liability underwriters into the
market tends to prohibit rate hikes by established
underwriters.

Other market sources drew a distinction between

' their expectation that rates will rise and the reality
of little or no price movement so far.

"Recently, we're continuing to see the same trend
that the rating is pretty soft," says Brian L. Smith,
vp and manager of bond and errors and omissions
marketing for broker Fred S. James & Co. of New
York Inc.

"There is a lot of talk among carriers who would
like increases, but on significant risks I have not seen
that translated yet into real numbers," Mr. Smith says,
except for policyholders with poor loss records.

But, even the market sources who were pessimis-
tic that rates would rise significantly singled out ac-
countants E&0 coverage as one class that would be-
come more expensive.

Corporate bankruptcies and problems with bank
loan portfolios-two events that dominated newspa-
per business pages in the past two years-ultimately
lead to lawsuits against corporate officers and their
accountants, notes Cyril J. Warrilow, lead un-
derwriter on Lloyd's Syndicate 553. "I'm quite con-
vinced that in 1984 there will be more corporate
bankruptcies," he says.

"I think accountants professional liability will
tighten more swiftly than some of the others," says
Warren E. Brockmeier, vp and director of the risk
management practice for The Wyatt Co. in Chicago.

Medical malpractice is cited as another area
where rates are almost certain to rise. That's because

of a combination of increasing claims costs and the
withdrawal from the market of several insurers.

L. John Goldberg, a senior vp at broker Johnson
& Higgins in Philadelphia and chairman of its na-
tional health care resource group, says medical mal-
practice rate increases are averaging 15%, though
whether a policyholder will be hit with a rate hike
depends upon loss experience.
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D&0 rates not expected
to rise during new year
Corporate directors and officers

may be the only group of profes-
sionals to enjoy continued low in-
surance rates during 1984.

Brokers and underwriters say
the entry of at least two new insur-
ers into what is now a market glut-
ted with underwriters will stimu-

late competition and could prevent
the rate hikes predicted for most
professional lines from spreading
into the more-mature D&0 mar-

ket.

"I would say that anybody who
can go into the D&0 business today
needs their head examined," says
Robin A. Jackson, a Lloyd's of
London underwriter and director

of Merrett Holdings P.L.C.
"It is without a doubt the most

underrated class of E&0 business."

"As long as you get these kinds of
new markets opening up, you
won't see any rate increases," says
a U.S.-based casualty underwriter
for Munich Reinsurance Co.

One of the new entrants is Chi-

cago Underwriting Group Inc., a
Chicago-based managing general
agent established by four former
executives, two from L.W. Biegler
& Co. Inc. and two from Wausau

Underwriters Inc.

The company soon expects to
begin writing all lines of profes-
sional liability insurance-includ-
ing D&0-on behalf of Chicago-
based Old Republic Insurance Co.,
even though it realizes that the
D&0 field is already crowded, says
Vp Martin J. Perry, who was for-
merly a vp at Biegler.

The other major new D&0 mar-
ket is Royal Insurance Group Inc.,
which has established a New York-

based unit catering to large corpo-
rate accounts.

Among the new products of-
fered by the Royal is D&0 liability.

More markets are offering direc-
tors and officers coverage despite
the fact that D&0 claim frequency
is increasing.

"Lawyers and assureds alike
know how to work the policy now
and they're working it (for cover-
age for claims)," says Jim R. Mar-
tocci, vp for D&0 liability under-
writing at Stewart Smith East Inc.
in New York.

Another factor increasing D&0
claims is the rash of corporate
bankruptcies brought on by the
poor economic climate of the last
few years.

When a company goes under,
shareholders often sue directors

and officers.

Stewart Smith's Mr. Martocci

notes that as claims experience
from D&0 losses builds, more and

more insurers are seeking to write
the coverage as an add-on to basic
corporate property /casualty pack-
ages.

For instance, Chubb & Son Inc.

markets D&0 coverage as part of
an executive risk policy that in-
cludes coverage for kidnap and
ransom expenses, fiduciary liability
and fidelity bonding.

The idea of bundling D&0 with
other coverages as practiced by
Chubb and others is increasingly
popular with clients, says Brian L.
Smith, vp and bond manager at
Fred S. James & Co. Inc.

He says one popular combina-
tion is the bundling of directors and
officers coverage with coverage for
a corporation's responsibility as a
pension plan trustee.

"More and more insureds are

looking to have their D&0 and
pension trust wrapped into a combo
policy or at least a single carrier,"
says Mr. Smith.

"Otherwise, you get the pointing
finger routine among carriers
when there's a claim. "

Despite all the new competition,
Edwin V. Hughes, president of
Harbor Insurance Co., an affiliate

of Continental Corp., is predicting
that D&0 rates will harden.

"We feel generally that the D&0
market is leveling off and will
firm," says Mr. Hughes. "And if it
does, it will do so before prop-
erty/casualty rates generally and
behind the reinsurers."

He says that some industries thht
previously were solid-gold risks for
D&0 insurers have become ques-
tionable because of the recession or

particular developments. He specif-
ically cited banks and utilities, hit
respectively by loan portfolio losses
and the cancellation of power plant
construction, both of which could

trigger shareholder suits. .



Insurance market
hardening in London

By STACY SHAPIRO

LONDON-Everywhere you
turn in London there are signs that
the commercial insurance market
is finally hardening.

Brokers are still scurrying from
one underwriter to the next, trying
to negotiate reasonable rates for
1984 insurance and reinsurance re-
newals.

However, many underwriters-
especially reinsurers-refuse to
quote rate reductions, a change
from recent years.

And, an unusual amount of rein-
surance treaties-which allow di-
rect insurers to offer more capacity
-cannot be completed unless the
ceding companies accept rate hikes
ranging up to 30%.

"For years we have been predict-
ing that the market will harden,
but that was wishful thinking,"
said one Lloyd's of London un-
derwriter. "But now, for the first
time, you are actually seeing physi-
cal signs of it.

"For example, the art of broking
is returning," he explained. "The
day when the broker just plonked
down a slip in front of an un-
derwriter and said 'sign' is no
longer there. Enough bad results
have come into the market for un-
derwriters to take notice.

"So now it is harder to renew re-
insurance. And, on the direct side,
underwriters are being more selec-
tive.

"Brokers will tell you it ain't as
easy as it used to be this season. But
we can no longer afford charity,"
he said.

These sentiments were echoed
by more than a dozen brokers and
underwriters in the midst of one of
the most grueling year-end re-
newal seasons the market has
known.

Much of the year-end negotia-
tions in London centers on reinsur-
ance treaties, which comprise at
least 60% of Lloyd's business.

And although last year's renewal
season was thought to be a tough
one, "it was simple compared with
this year," a Lloyd's broker said.

Last year, capacity for many ma-
rine, non-marine and aviation risks
contracted because ceding com-
panies could not find enough rein-
surance (BI, March 25, 1983).

Since then, reinsurance capacity
has continued to contract, making
this year's renewal season more
difficult.

For instance, many underwriters
-including 35 Lloyd's under-
writing syndicates, Dunedin Un-
derwriters (HMT) Ltd. and Mar-
barch Insurance Co. Ltd.-have
ceased underwriting in the past
year.

And, about half a dozen com-
panies have stopped underwriting
American facultative property re-
insurance, including.Exxon Corp.'s
insurance subsidiary Ancon Insur-
ance Co. (U.K.) Ltd., English &
American Insurance Co. Ltd. and
Lloyd'h underwriter Robin Jack-
son, a director of Merrett Holdings
P.L.C.

Worsening underwriting results,
too, fueled reinsurance rate hikes,
sources here agree.

"The reinsurance and retroces-
sional markets have made up their
minds that this is the moment of
truth," noted J.M. Payne, chairman
of Lloyd's reinsurance brokerage
Sedgwick Payne Ltd.

Pricing has gone up dramati-
cally, he said, particularly on ex-
cess-of-loss treaties, which shot up
20% to 30% from last year's quotes,
he said.

"In the last four years the market
thought that it was the moment of
truth, but they couldn't justify it.
But now, there is little possibility of

justifying going into 1984 reinsur-
ance and retrocessions unless the
price goes up," said Mr. Payne.

"I can honestly say that during
this treaty season, London is
clearly being more responsive to
increases than the United States,"
said Mr. Jackson. "We are getting
quite a lot of rate increases in rein-
surance and retrocessions. In-
creases on most casualty reinsur- ,
ance, for example, are greater than
10% to 15% (over last year)-and
that is a minimum."

Aside from the mounting claims
from long-latent occupational dis-
eases like asbestosis, for which
London underwriters are currently
reserving, the single biggest loss to

Continued on next page

Investing in U.S. & foreign securities since 1954.
Total Assets Under Management-in excess of $2 billion.

TEMPLETON GROWTH FUND A Canadian Mutual Fund
(established in 1954).

TEMPLETON WORLD FUND A U.S. Mutual Fund
(established in 1978) investing in U.S. & foreign companies.

 TEMPLETON FOREIGN FUND AUS. Mutual Fund(established in 1982) investing in foreign companies only.

For more complete information about theTempleton Funds including charges and ex- |penses send this coupon for a prospectus. 
Institutional MarketingSecunties Fund Investors Inc.PO Box 3942 St Petersburg. FL 33731  Please send prospectus and  other descriptive material. 

mName
m

 Name ol Company
m-m
I -I

. City. State, Zip 81 1-9-84 

Whereverifs going,
however irs going...

... seeMcGEE first.
1- . l. u' J l.hn l i -.4

Four World Trade Center, New York, N.Y. 10048
Telephone: 212-775-1300 · Telex: 12-9249

Atlanta • Baltimore · Boston · Chicago · Columbus · Dallas · Detroit
Hamilton, Bermuda · Houston · Los Angeles · New Jersey, Clifton
New Orleans · New Ybrk Regional • Philadelphia · Pittsburgh
San Francisco · Seattle · Syracuse • 16ronto · Vancouver
Established 1887 Correspondents throughout the World



18 / business insurance, January 5, 1984
spotlight report

London market
Continued from previous page
hit the London reinsurance market

this year was Hurricane Alicia,
sources say (BI, Aug. 29, 1983).

"Hurricane Alicia was a small

market loss. . .in the sense that is

was not the subject of a big bang,"
said Mr. Payne. "But, Alicia coin-
cided with the gradual deteriora-
tion of results. . .and became th€

single most important factor to set
minds straight."

Like last year, ceding companies
are also settling for more excess-of-
loss reinsurance in the place of pro-
portional reinsurance because un-
derwriters are refusing to complete

proportional reinsurance treaties,
sources agree.

Buying excess-of-loss reinsur-
ance instead of proportional trea-
ties costs ceding companies more
money for less capacity, which in
turn may cause the ceding com-
panies to boost premium for policy-
holders.

Proportional reinsurance de-
scribes forms of reinsurance in
which the reinsurer shares with

the ceding company a portion of
the original premium and any of
the attendant losses*Excess-of-loss

reinsurance reimburses a ceding
company for losses exceeding an
agreed-to retention; a flat premium
rate is charged upfront for these

treaties.

Some market sources report that
some ceding companies were not
able to find sufficient reinsurance
capacity by year-end, specifically
proportional treaties, which has
forced some reinsurance buyers to
continue negotiating into January
and perhaps even February.

"There is a tremendous amount

of negotiating going on," said
David Johnson, managing director
of Commercial Union Risk Man-

agement Ltd.
"And, there are more cases than I

have ever known that have not

been settled by this time. Buyers
are pushing policies as late as possi-

ble to see if they can get better
terms, " Mr. Johnson said.

The direct insurance market, too,
is starting to feel the contraction of
the reinsurance capacity.

Hardest-hit this year is the avia-
tion insurance market, which is not
only suffering from lack of reinsur-
ance capacity, but also from its
worse loss record ever.

A slew of aviation disasters at the

end of the year pushed insured hull
losses to more than $400 million.

Not included in the hull total is

the partial loss of a Japan Air Lines
747 cargo aircraft that struck a car
on a runway at the Anchorage,
Alaska, airport. Repairs to the jet-
liner will cost just a bit less than its
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insured value of $55 million.
How much is reserved for avia-

tion liability claims is not known,
but market sources point out that
nearly 1,000 people were killed in
air accidents last year.

"The market is in turmoil be-

cause of the run of losses," said one
London aviation underwriter. "It is

the highest level of losses so far,
compounded by the wholesale
withdrawal of aviation un-

derwriters from the proportional
reinsurance market.

"We know of six (reinsurance)
treaties which have been allowed

to lapse until after Jan. 1 because
they cannot be completed," he said.
"And all this puts pressure on the
front end to get rates up."

Airlines renewing hull and lia-- ·
bility policies at year-end-includ-
ing Turkish Airways, Gulf Air and
Nigeria Airways-were hit with
rate increases exceeding 30%, avia-
tion underwriters confirmed.

Underwriters also said there was

the possibility, for the first time
ever, that at least one Third World
airline would not able to complete
its coverage and would have to re-
tain some risk it would normally
insure.

"We have already seen consider-
able signs of hardening," said John
Palmer-Brown, a director and se-
nior aviation broker at Stewart

Wrightson International Group
Ltd. "Usually flif market give
small reductions or flat premiums
after losses. It is only this year that
you are seeing substantial in-
creases."

Buyers looking for umbrella lia-
bility policies are also starting to
feel the pinch, some sources say.

Brian Hibbert, chairman of
Bowring Non-Marine Insurance
Brokers Ltd., says that some clients
have been charged rate increases as
high as 10% for casualty umbrellas
placed in London, while others'
rates are holding flat without the
now-usual decrease.

Peter Wilson, managing director
of H.S. Weavers (Underwriting)
Agencies Ltd., also says he sees
signs that rates on umbrella policies
written by U.S. insurers will also
rise, particularly excess policies for
pharmaceutical companies.

"But this is brought about by ne-
cessity," said Mr. Wilson. "Excess
casualty business is probably as
much as 50% underpriced."

Even the marine insurance mar-

ket, hurt by the worldwide re-
cession and oil glut, is showing
some signs of hardening.

Hull war risk insurance rates, for
example, have been boosted to a
minimum of 0.1% of the sum in-
sured from 0.025% of the sum in-

sured. And, rates are rising for
surety and specie cargo insurance
since $40 million in gold was stolen
from a Brinks-Mat Ltd. warehouse

in London last month, said Stephen
Merrett, chairman of Merrett Hold-
ings PLC.

"But otherwise, it is pretty de-
pressing," said Mr. Merrett. For
hull and cargo risks, "it is difficult
to hold good business with present
rates."

Although rates are beginning to
rise in London, many buyers aren't
going elsewhere to search for better
prices. Buyers will stick with the
outstanding security that London
underwriters-particularly Lloyd's
syndicates-can provide, market
sources say.

"Clients are telling us that secu-
rity must be Lloyd's or A-plus com-
panies or have a minimum surplus
of $20 million or be a long-estab-
lished London underwriting
agency," said Roger Earl, managing
director of Lloyd's brokers Fen-
church Insurance Holdings Ltd.

"Clients now are sticking to Lon-
don because they sense the trend in
the market," said Bowring's Mr.
Hibbert. "If they leave here, then
in 12 months' time it will be diffi-

cult to come back." .
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Comp rates to hold level in '84: Insurers
By CAROL CAIN

Workers compensation insurance
promises to be a good buy in 1984,
just as it was in 1983, say leading
work comp insurers.

Rates are expected to level out
this year-or decrease slightly-as
competition continues, most say.
But by the end of 1984, and cer-
tainly in 1985, insurers expect rates
to start going back up.

The rate scene in 1983 was a

mixed bag with 15 states approving
decreases and 17 states approving
increases. The overall result was an

average 1.6% increase, said Robert
L. Hilton, senior vp with the Na-
tional Council on Compensation In-
surance, the New York-based rate-
making organization that prepares
workers compensation rates in 32
states and offers similar assistance
in about nine others.

"Rates are going to stay pretty
much where they are," said Kevin
Ryan, the NCCI's president.

"The experience that we use to
evaluate where the level should be

is telling us there is no need for a
change.

"We will not be asking for nor
will insurers be needing increases."

Individual insurers also see rates

holding.
"We believe rates will hold about

the same. . not a significant change
either way," said Donna Symonds,
director of product development
for workers compensation for
Aetna Life & Casualty Co. in Hart-
ford, Conn.

"I think the rates will vary from
the current levels maybe only 2%,
up or down," said a product man-
ager for workers compensation for
Wausau Insurance Cos. in Wausau,
Wis.

"My guess is that they will move
sideways or a little up," said James
J. Holland, director of product
management for Travelers Insur-
ance Co. in Hartford, Conn.

"The whole rating issue has sta-
bilized over the last year or so and
will either maintain the present
level or there will be a slight re-
duction," said Steven Millikan, as-
sociate vp and director of workers
compensation for the Alliance of
American Insurers in Schaumburg,
Ill.

44If you take all the rate changes
(approved last year), then we'll
probably see a slight decrease in
rates," said Tom W. Brown, secre-

tary and manager of workers com-
pensation for The Hartford Insur-
ance Group in Hartford, Conn.

"Rates will go down about 2%
overall because so many already
have gone down. (Several) states
have announced rate declines of

substantial amounts," said Richard
C. Franklin, vp of commercial lines
product development for the
agency division for CIGNA Corp.
in Philadelphia.

When Martin Bondy, a senior vp
with Crum & Forster in Morris-

town, N.J., looks into his crystal
ball, he sees rates continuing to
drop, but not for much longer.

"We probably will continue to
see a rate reduction. . .that's the

way any class works after good ex-
perience," he said. But, some see
workers compensation losses in-
creasing after a period of reduced
losses.

Usually during a recession, acci-
dent rates and severity go down be-
cause marginal workers are laid
off, said Bob King, assistant vp in
charge of workers compensation
product management for Fireman's
Fund Insurance Cos. in Novato,
Calif.

And, during a recession, injuned
workers also want to protect their

jobs, so they return to work sooner,
he said. This cuts the size of claims.

"We've had good experience in
the past few years (and rates went

down)," noted Hartford's Mr.
Brown, "but the '84 economy is on
the upswing; unemployment is
going down so exposures are now
increasing."

"Claims are going up. There's no
question. . .exposures started going
up six months ago," said John W.
Purkis, vp for commercial under-
writing for Liberty Mutual Insur-
ance Co. in Boston, Mass.

"Losses and claims are already
on the way up," a Wausau spokes-
man said. "They've been increas-
ing, at least for us, since midyear.
And the number and severity will
go up. As the economy expands it
will bring in new inexperienced
people and also more mobility," he
said.

"Not only will there be more
claims but more situations that will

lead to more serious accidents. Peo-

ple will be working more overtime,
they will be tired," said Travelers'
Mr. Holland.

All these influences, in addition
to increasing medical costs, ulti-
mately will result in higher rates,
insurers say. But rates won't go as
high as they could because of con-
tinued competition, they note.

"It looks as if the competition
will continue into 1984; it may even
be more severe because there's still

a perception that it's the best line of
business for insurers. . .they will
continue to go get that line of busi-
ness because other lines are so

bad," the NCCI's Mr. Ryan said.
"We're expecting 1984 still to be a

competitive year for workers com-
petition, but after that we'll see the
poor (experience) results of 1983

and 1984 and the industry will take
some type of corrective action in
1985," Hartford's Mr. Brown said.

"Perhaps the rates will start to
turn back upward and the regula-
tory people will approve in-
creases."

"Many insurers see the workers
compensation market as never
really returning to the days of oid,"
said the Alliance's Mr. Millikan.

"They might have created a com-
petitive workers compensation
marketplace that will continue to
be competitive, but how that plays
around with the ultimate price is
still unknown."

But the "brutal" competitive
market of the past few years, fun-
eled by open rating laws, is a thing
of the past, he said.

Open rating laws just took effect

Jan. 1 in Georgia and Minnesota
and have been in effect in Ar-

kansas, Oregon, Kentucky, Rhode
Island, Michigan and Illinois.

But, interest in open rating laws,
which mandate that insurers file

rates independently rather than en
masse, is waning.

"We (the Alliance) feel that com-
petitive rating per se, at this partic-
ular day and time, is really not the
political issue it was two years ago,"
Mr. Millikan said. "In 1983, not one
competitive rating law passed and
there's relatively little interest
now."

Although open rating probably
will be discussed in one or two state

legislatures in 1984 (Vermont has
several drafts on the table), "I
would be very surprised if any

Continued on facing page
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The arson crisis:
putting the heat where itbelongs
How big is the arson problem today?

One northeastern county with 69
municipalities identified 66% of structural
fires as suspicious or incendiary in 1981.
In 1982 this same county delivered 42
criminal indictments for arson and received

92 more confessions of arson.

No one knows how many fires are
actually caused by anson. A leading property
insurance company shows that over 43% of
structural fires in 1982 were suspicious or
incendiary in origin.

One of the country's best-known anson
experts estimates that at least 50% of all

Growth of arson*

1977 1978 1979 1980 1981 $ TWO BILLION

81,750,000.000

$1.500,000,000

$1,250,000,000

$ ONE BILLION

Prortyloss fror*uspici ori diarystructural fires.
.Sourre National Fire Protection Association

structural fires are deliberately set.
Figures from the National Fire Protec-

tion Association show a 72.5% increase in
costs associated with arson from 1977 to

1980. In 1981, however the dollar loss de-

dined slightly Is this the effect of increased
anti-anson activity? It is too early to tell.

What can be done about this groung
problem? At American Re we decided totac-
kle it head on. We teamed one ofAmerica's

foremost arson experts with one of the
country's most respected anson attorneys
to lead a series of anti-arson seminans. The

seminars address such topics as:
· Whose problem is anson?
· What's the toughest problem in

fighting arson?
· Working with local anti-anson squads
· Preserving evidence
· Identifying arson defense firms
· The role of the arson investigator
· Benefits ofan anti-anson program
· How to set up a successful

anti-arson program
At the seminars, small numbers of

primary insurance company executives
discuss their experiences with arson, and
exchange ideas on how to cope with this

AMERICAN REDEF
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state would adopt it," Mr. Purkis
said.

"I don't foresee many changes in
the workers compensation laws (to
allow open rating). That movement
seems to have slowed down pretty
much. Companies are using sched-
uled rating and deviations to com-
pete. . .ways allowed under the cur-
rent laws," NCCI's Mr. Ryan com-
mented.

"The workers comp insurers
are competing much more vigor-
ously on the go-in," Mr. Ryan said,
explaining that about one-third of
workers compensation premium
volume now is transacted in juris-
dictions where deviations and com-

petitive rating are allowed.
"Thirty-eight states allow devia-

tion now," Liberty's Mr. Purkis
noted.

All that competition has meant a
loss of money for insurers, many
say. Premium volume dropped an

estimated 5% from 1982 to 1983 in
the states the NCCI serves, Mr. Hil-
ton said. The direct premium vol-
ume for 1983 is estimated to be

$14.4 billion, compared with $15.2
billion in 1982.

But increases are projected for
the next three years, he noted. The
NCCI sees a 3% increase in 1984 to
$14.9 billion, a 7% increase in 1985
to $15.9 billion and a 7% increase in
1986 to $17 billion.

There's money being made, but
only through investment income,
several insurers say. "Certainly no
one is making any money in under-
writing," one said.

If there is any silver lining in this
scenario, it lies with self-insurers,
said Hartford's Mr. Brown. "Self-
insurers are coming back into the
market," he noted.

"I think a 1ct of this company ac-
tivity (insurers' rate-cutting) is
bound to have an impact on self-in-
surers. (Insurers) are pushing so
hard, I think it really will bring

some (self-insurers) back to the
commercial market," Mr. Ryan
said.

"We're depopulating the self-in-
surers in Michigan," noted Charles
Coakley, counsel with the Ameri-
can Insurance Assn. in New York.

Michigan's open rating law took ef-
feet Jan. 1,1983 (BI, April 4). The
previous year, Michigan insurers
were forced to drop rates by 22%
(BI, Jan. 11, 1982).

"We have had some success in

the past six months taking some
employers out of self-insurance,
tut it's not measurable," Liberty's
Mr. Purkis said, adding that this
didn't happen in the two years pre-
vious.

However, Douglas F. Stevenson,
a Chicago attorney and executive
director of the National Council of

Self-Insurers, sees no major em-
ployers that self-insure their work-
ers compensation swinging back to
the commercial market.

"Self-insurance for a major com-
pany is still much less expensive
than commercial insurance," he
said. But he noted that some

smaller companies have gone back
because of the competitive prices.

The Alliance of American Insur-
ers reports that its members have
seen "a significant impact on the
self-insurance market, both groups
and individuals."

"It's not as attractive to self-in-

sure your own risks or enter in a
group when you can buy workers
compensation in a broad competi-
tive market for less than it costs

you to administer," Mr. Millikan
said.

"I think we will see a lessening of
the self-insurer involvement," he
added.

CIGNA's Mr. Franklin also sees
the self-insurer movement winding
down.

"I think the momentum has

slowed. The equations don't work
anymore now that you have com-

FRONTIERS
URANCE

problem. Sessions in Santa Batioara
Kansas City NewYork and several South
American cities have produced
astonishing results. It is evident
that insurers are serious about

working to reduce anson. The

FederalGovernmenthasalsoshownitscom-
mitment by making arson a Class 1 felony

How many arson-related ftres are on

If arson is of concern to you, we invite
you to contact Frank Lichtenberger,
Manager ofProperty Claims at American Re

at (212) 618-7000.
We know that bringing

arson under control will

improve your balance sheet
as well as ouns. We can all do

something about the growth
ofanson-related ftres ifwewill
make the right commitment
of time, people and money to
develop solutions.

We're learning to put the
heat where it belongs.

Re-Insurance
Cornpany
One Liberty Plaza
91 Liberty Street

NewYork NY. · 10006

NES REINSURANCE
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petitive rating," he said. "However,
we've seen a lot of activity in the
area of group self-insurance. We
think that will continue."

Self-insurance is peaking, ac-
cording to a Wausau spokesman.

"Self-insurance will recede, I
think, sometime in the future, but
1984 won't be the year," he said.

"Self-insurance is not moving
along. There's such competition for
the premium dollar," Travelers'
Mr. Holland said. There's little in-

centive to go into that mode these
days, he said. "But it's not a dead
issue."

Mr. Holland believes that if the

market stabilizes and prices then
rise, self-insurance will look attrac-
tive again. "But not in 1984," he
said.

Meanwhile, the rating scene in
1984 appears to be as mixed as it
was in 1983.

Proposed average decreases of
10% are pending in South Carolina;
8% in Alaska; 4% in Utah, and 0.4%
in Mississippi.

Proposed average increases of
18.7% are pending in Florida; 16.6%
in Vermont; 4.4% in Nebraska; and
4.3% in Wisconsin. An average 30%
rate increase also has been pro-
posed in Maine, where hearings
will be scheduled.

Last year, 17 states approved in-
creases in workers compensation
rates, including heafty averages in
California, 15% (BI, Sept. 26); Mas-
sachusetts, 15.9%; and Hawaii, 29%
(BI, April 4).

But 15 states also approved de-
creases, five of which just took ef-
feet Jan. 1. They are North Caro-
lina, an average 13.1% decrease;
California, an average 6%; Mary-
land, an average 5.2%; Louisiana,
an average 3.3%; and Idaho, an av-
erage 2.2%.

'There's no room to go down any
further," Fireman's Fund Mr. King
said.

"I think most (insurers) are look-
ing for a way to increase their
prices at this point. But by how
much and how to do it. . .that's still
up in the air," he said. 
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Competition continues in fidelity market
By WILLIAN KILLEN

"Competition is just as robust in
fidelity coverage as it is in other
areas of business insurance," says
Joseph P. Kiernan, assistant vp-
bonds for Aetna Life & Casualty
Co., the leading writer of this cov-
erage in the U.S. market.

And, competition is likely to con-
tinue through 1984, according to
Mr. Kiernan and other leading un-
derwriters.

Fidelity coverage-which in-
cludes bankers blanket bonds for
financial institutions and similar

employee-dishonesty coverages for
stockbrokers, thrift institutions and
other businesses where employees
handle money-generated $420
million in premium for U.S. insur-
ers in 1982, down some 4% from
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$429 million in 1981.
Meanwhile, losses are growing,

according to the Surety Assn. of
America. Member insurers' 1982

combined ratio was 114%, com-
pared with 100.1% in 1981 and 95%
in 1980 when premium volume was
$399 million.

The 1pss ratio alone jumped to
77% in 1982 from 48.1% in 1980, the
"worst in memory," according to
one underwriter.

But, the premium volume de-
cline in the fidelity insurance mar-
ket is not entirely due to excessive
price competition.

Mergers and acquisitions of thrift
institutions hard-pressed during
the recession also affected insurers'

premium volume.
"Before Thrift A merged with

Thrift B, their combined premium

'The fidelity insurer is basically acquiring more
potential liability for substantially less premium,'
says Joseph P. Kiernan, assistant vp-bonds for
Aetna Life & Casualty Co., the leading writer of

fidelity coverage in the U.S. market.

was, for example, 2X," explains Mr.
Kiernan. "After the merger, their
combined premium declines to 1.75
even though increased limits of lia-
bility are added. The true incre-
mental exposure is not being re-
flected in the premium.

"The fidelity insurer is basically
acquiring more potential liability
for substantially less premium,"
says Mr. Kiernan, whose company

Berm uda Insurance Week
March 13-16, 1984

Hamilton Princess Hotel Bermuda

Risk Financing & Captives
An intensive one-day briefing on the fundamentals relating to risk financing and self-insur-
ance alternatives, including captive insurance companies. The briefing will cover an
overview of the risk management process; self-insurance; captive insurance company tax
and legal basics; pooling; feasibility studies; cash-flow modding; and will use the case study
approach to tie together the information gained during the day-long meeting.

March 13

International Captive Insurance
and Reinsurance Forum
The 8th International Captive Insurance and Reinsurance Forum will explore worldwide
insurance, reinsurance and captive insurance company developments, with particular
emphasis on Bermuda, the largest offshore captive domicile and a growing reinsurance
center in its own right. Major topics covered will include:
• The expanding influence of captives in such areas as syndicates, underwriting and risk

exchanges.
• Legal and tax issues affecting captive operations and domiciles.
• The development and structure of association/group captives.
• A review of Bermuda as a reinsurance market.

• The state of the worldwide insurance and reinsurance markets as seen through the eyes
of prominent U.S. and U.K. insurance industry executives.

A series of workshops will cover such topics as agent-owned captives; employee benefits
captives; captive investment strategies; and reinsuring captives.

Sponsored by:

B Risk Planning Group.Inc.
722 Post Road, Darien, CT 06820
203/655-9791

Telex: 996358 RISKPLAN
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March 14-16

Fees: 8th International Captive Insurance and
Reinsurance Forum-US$675.

(US$600 for the second and subsequent registrant(s)
from the same company.)

Risk Financing and Captives-Briefing US$250. per person.

Bermuda Insurance Week Mail this form to:

March 13-16, 1984
Director of Conferences

Risk Planning Group, inc.
Please enroll me for the follouAng: 722 Post Road, Darien, CT 06820

0 Briefing on Risk Financing and Captives-US$250
0 8th International Captive Insurance and Reinsurance Forum-US$675

(US$600 for second and subsequent registrant(s) from same company.)
Please make checks payable to Risk Planning Group, Inc.
0 Please send·me more information.

Neme

Title

Company

Address

Tplephnne
Hotel and travel information will be sent upon receipt of this registration form.
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wrote about $70 million in 1982 and
was expected to write a bit more
than that by the end of 1983.

Although this explains part of
the decline in premium, it cannot
be denied that rate cutting hurt
premium volume, too.

The availability of cheap rein-
surance is helping to keep prices
low.

"There is still a good deal of in-
nocent reinsurance capacity in the
market," said Mr. Kiernan. "Over-
seas reinsurers, particularly from
the Pacific Basin, are supporting a
lot of current competition."

Mr. Kiernan notes that many
reinsurers and their retrocession-

aires have limited understanding of
the fidelity exposures they are
picking up in the U.S. market.

"The competition is erratic," says
Bob Lynyak of Chubb Group, the
second-largest underwriter of fi-
delity coverage. "In one town,
Competitor X writes no business-
nothing is good enough. In the
next, they write everything at rates
you wouldn't believe. They're giv-
ing the store away."

Part of the problem, according to
Mr. Lynyak, is the lack of experi-
enced fidelity underwriters.

Mr. Lynyak, who heads Chubb's
Executive Protection Department
that writes directors and officers,
crime and other coverages, says the
volume of fidelity business doesn't
warrant the assignment of skilled
experienced underwriters at many
insurance companies.

However, Chubb, which has
been a specialty writer of fidelity
coverage for a long time, has 100
underwriters handling a broad
range of crime coverages for mul-
tinational corporations, race tracks
and supermarkets, among other
businesses.

"At other companies, fidelity is a
stepchild which doesn't get much

attention until the losses get out of
hand," he says.

Mr. Lynyak thinks the recession
helped companies discover more fi-
delity losses.

"In a recession, as management
tightens its control over expenses,
as it scrutinizes items more closely;
attention is focused, for example,
on suppliers' bills. Why is the com-
pany spending $250,000 a year with
this supplier? As it turns out, a key
employee of the insured company
has a covert financial interest in

the supplier."
When times are good, he says,

management rolls with it. "When
it's bad, they start digging and what
they find are a lot of fidelity
claims."

Some also believe that the re-

cession is responsible for the in-
creasing losses in the fidelity mar-
ket because as individuals come
under economic pressures and their
lifestyles are threatened, they may
resort to dishonest methods to re-
pair their situations.

Aetna's Mr. Kiernan does not

necessarily agree.
"That may be true for smaller

losses," he notes, "those in the
$2,000 to $5,000 category, where the
smallness of the loss indicates some

intention to replace the money at a
later time. But they do not explain
the increasing severity of today's
fidelity losses."

This is particularly true among
financial instititutions, he says. The
loss ratio for financial institutions
was 65.1% in 1981; a year later it
was 81%.

One of the principal problems
facing underwriters of financial in-
stitutions, particularly the larger
ones with more than $500 million
in assets, is management attitudes,
Mr. Kiernan says.

"When your product is money,"
he says, "they lose sight of its value.
The volume and velocity of money
passing through the hands of key
bank individuals is staggering. Fi-
nancial institutions are relying on
procedural audits that are just not
adequate to the task of detecting
fraud."

For this reason, he believes there
are a number of seven-figure losses
that go undetected for years.

Continued on page 24

Puttingyourmoneyon the big guy
could be a giant mistake.
For marine, oil industry or other difficult risk
coverage, you need our lean strength and
agility. Call or write Adams & Porter Associ-
ates, Inc.. 1819 St. James Place, Houston.
Texas 77056-4197 (713) 960-9990. Also in

New York and Bermuda.
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We take the myth out of corporate insurance.
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There are more than 500 banks

with assets of $500 million or more,
Mr. Kiernan notes. "As they ex-
pand their operations interstate
or multinational or go into collat-
eral financial businesses, manage-
ment controls are stretched to their
limit."

But, the problem is not confined
to banks. Insurers have been hit
with a growing number of large
losses from other areas. Stock bro-

kers, for example, are a problem.
The Prudential-Bache Securities

loss of more than '$15 million in
1983 may be just the tip of the ice-
berg, underwriters suspect.

Even credit unions, which have
begun to take on some of the char-
acteristics of small commercial
banks, are coming under closer
scrutiny by fidelity bond un-
derwriters.

Cumis Insurance Society of Mad-
ison, Wis., is the fourth-largest
writer of fidelity coverage in the
United States. About half of its $90
million in premium writings comes
from fidelity coverage for credit
unions.

While price competition is not
the factor in this sector of the mar-
ket that it is elsewhere, increasing
frequency and severity of loss have
become a disturbing problem, says
Cumis Executive Vp John Heiser.

"While the overwhelming major-
ity of credit unions present no
problem," Mr. Heiser says, "those
that do show increasing frequency
and severity of loss. This is not due
to the recession."

Citing Cumis statistics, Mr.
Heiser says the problem is the
number of people credit union
managements must monitor.

"There are three times more peo-
ple employed by credit unions
today compared with 10 years ago
The losses practically track that
growth and the growth of the Con-
sumer Price Index."

Mr. Heiser points out that the se-
curity of credit unions against bur-
glary and robbery has increased
substantially in recent years. Better
vaults, safes, alarms and reduced
amounts of cash on hand have
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brought dramatic improvements.
"But the problem of embezzle-

ment remains. The safeguards in
this area are not adequate."

Will mounting losses cause un-
derwriters to "pull in their horns,
be less aggressive about writing
business and more concerned about

those big losses waiting to be disco-
vered?

For one company they have.
Low rates are keeping St. Paul Fire
& Marine Co. out of the war.

"We are not trying to compete
for commercial fidelity business.
The rates are just too low," says
Allen J. Stendhal, senior fidelity

underwriting officer.
Meanwhile in the surety bond

market, competition and rate-cut-
ting is not a problem yet.

Particularly in the contract bond
market, underwriters tightened
their underwriting standards be-
cause of the severe financial hard-

ships suffered by the construction
industry during the recession.

According to the Surety Assn.,
the combined ratio for this class
was 99% in 1982. Underwriters
think it may have risen a percent-
age point in 1983 but some say it
may hit 103%.
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Every risk manager * needs
PRACTICAL RISK MANAGEMENT
" The Professional's Handbook"

6---1 For brochure, write-
Practical Risk Management

Cr RO. Box 10093
Oakland, CA 94610

*Brokers, too (415) 653-3687

$235 for two volumes and one year maintenance
$225 if prepaid A Warren, McVeigh & Griffin publication
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ADDRESSING TOmORROUJ TODAY.
Imagine.
A remarkable new ZIP Code system

for business mailers. So precise it
can actually pinpoint specific streets,
specific buildings. Even specific build-
ing floors.

That'sthe ZIP+4 code.

Now imagine a computerized sorting
system so advanced that it automati-
cally reads the last line of the address
off your envelope. Reducing sorting
time while increasing sorting efficiency.

That's the Optical Character Reader
(OCR).

EFFICIENCY.

Perhaps most amazing is the fact
that both the ZIP + 4 program and our
OCR's are already in place. Ready to
bring technological efficiency to the

mountainous task of moving 100 billion
pieces of business mail per year.

But to deliver the future, we need
your help.

Begin by being sure that the entire
address on all your business mail is
totally visible, legible and located
properly. Your local post office can give
you all the information you need.

ECONOMY.

Use of ZIP + 4 codes is voluntary.
But by adopting them, you'll be
rewarded in the form of more stable

postal rares. In fact, when you meet
the eligibility requirements, you can
start saving postage right away.

If you're a First-Class mailer of 500
pieces or more who already presorts,
you can save a half-cent per piece

when you use ZIP + 4 codes. And that's
on top of the three-cent discount for
presorting.

If you're a First-Class mailer who
doesn't presort but mails 250 pieces at
a time, you can save nine-tenths of a
cent per letter.

And no matter how many, or how few,
pieces you mail, using ZIP+4 codes
can give you a cleaner, more efficient
mailing list. Plus more consistent
delivery.

COOPERATION.

Let us show you how you can put
more zip in your mail service. Contact
your local Postmaster or r===9

Customer Service Represen-  * tative. And send yourself US MAIL

into the future. ©USPS 1983 L__-a®
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spotlight report

Compilation of informational material
Guide to special Info section

This special Info section is an editorial compilatior. of the current
informational materials available on topics of interest to risk em-
ployee benefit and financial executives. The listings are published
free of charge by Business Insurance.

The materials, all available to readers free of charge. are organ i zed
under the following headings in this order: captides, commercial
property/casualty insurance, employee benefits, fidelity and surely.
financial services, international, loss control/people, loss con-
troI/property, marine, reinsurance, risk managemen:, self-insurance
services and workers compensation:

To receive any of the free brochures, booklets, pamphlets or fliers
described in this special section, simply write the key numbers of the
items you want in the boxes or. the reader service coupons printed
throughout the section.

Mailthe coupon to Business Insurance, P.O. Box 321. Glerview,
Ill. 60025.

All requests for the free Info material must be received before
March 7.

eaptives

• An index to Captive Insur-
ance Company Reports issued
from 1977 to 1982 is offered free by
Risk Planning Group Inc. For a
free copy, write 1 in the box or. the
reader service coupon.

• Free copies of the brocture,
"Strategic Planning for the Cap-

tive Insurance Industry," are
available frcm Fred S. James & Co.

Inc. For a free copy, write 2 in the
box on the reader service coupon.

• A free ssue of Captive Insur-
ance Company Reports is avail-
able from Risk Planing Grous ne.
For a free copy, write 3 in the box

on:he reader service coupon.

• A pamphlet, "A Technical and

Management Service from Conti-
nental Risk Services", summarizes

captive management services
provided by Continental Risk
Services Ltd. and other divisions of

Continental Corp. For a free copy,
write 4 in the box on the reader

service coupon.

• A reprint of the Business Insur-
ance article, "Taking a Look Inside
Two Rent-A-Captives," is available
frcm Aneco Marketing Co. Ltd. For
a free copy, write 5 in the box on the
reader service coupon.

• A free brochure, "North Star

Casualty Services...Great Global
Assurance Co. .Polaris In-erna-

tional Insurance Managers," de-
scribing North Star's financial, re-
insurance, investment, banking
and other services for captives is
available. For a free copy, write 6
in the box on the reader service

coupon.

• An information kit, "The Cus-

tom Approach to Captives," which
provides information on the devel-
opment, management and opera-
tion of captive insurance corn-

panies, including agency-owned
offshore reinsurance companies, is
available from Homeland Cos. For

a free copy, write 7 in the box on

the reader service coupon.

• A copy of "J. & H. Ltd. Rein-
surance Services", a brochure

which discusses capital, markets,
underwriting and financial infor-
mation for companies changing
from a single-parent captive to a
commercial underwriter, is avail-

able from Johnson & Higgins. For a
free copy, write 8 in the box on the
reader service coupon.

commercial property/

casualty insurance

• A free subscription to P.S., a
twice-yearly magazine about corn-
mercial insurance, is available
from Geo. F. Brown & Sons Inc.

Write 100 in the box on the reader

service coupon.

• A six-page review of commer-
cial umbrella coverage is offered
by Delaware Valley Underwriting
Agency Inc. For a free copy, write
101 in the box on the reader service

coupon.

• A subscription to The Backer,
a magazine issued three times a
year that describes specialty cov-
erages underwritten by Interstate
National Corp., is available for free.
Write 102 in the box on the reader

service coupon.

• "Questions and Answers
about Business Insurance" is a

16-page booklet written especially
for owners of small- and medium-

sized businesses from Harleysville
Insurance Group. For a free copy,
write 103 in the box on the reader

service coupon.

• Marketpac International's
"Guide to Business Insurance

Programs" is a six-page pamphlet
available for free from Marketpac
International. For a free copy,
write 104 in the box on the reader

service coupon.

• A nine-page pamphlet de-
scribing periodic payment plans
is available from Benefit Designs
Inc., an insurance consultant. For a

free copy, write 105 in the box on
the reader service coupon.

• "Tips on Specialty Trucking
Market," a two-page magazine re-
print, is available from Delaware
Valley Underwriting Agency Inc.
For a free copy, write 106 in the
box on the reader service coupon.

• Free issues of Smart's Insur-

ance Bulletin, a weekly four-page
newsletter covering legal, insur-
ance, legislative, workers com-
pensation and risk management
developments, are available from
the publisher. For a free copy,
write 107 in the box on the reader

service coupon.

• Reprints of "Hospital Profes-
sional Liability: Past, Present
and Future," a four-page magazine

Continued on page 26



THE WINNING TEAM IN HEAUH CLAIMS ABMINISTRATIO
OicCLAIM-HEALTH
CLAIMS MANAGEMENT
SYSTEM

In just two short years. QicCIaim
has set the standard for excellence in
automated health claims administration

systems. With more than 60 installations
nationwide. QicCIaim provides in-depth
management information reporting for
cost containment analysis, loss reporting
and benefit utilization to more than 5000

companies every day More than just a
system...Qicelaim is the affordable
solution to your organization's needs .
including analysis, design, installation,
training, maintenance and ongoing
suppor.

IANTEL BUSINESS
COMPUTERS

A proven record of pe-formance and
reliability with more than 20.000 business
systems installed. Qantel combines this
experience with the support of more
than 250C sales and service personnel
worldwide and a major commitment to
the employee benefits administration
industry From NFL playing fields to
insurance companies...Qantel is the
computer of champions.

 EMPLOYEE BENEFITSADMINISTRATION
PROFESSIONALS

With the systems and support of QicClaim
and Qantel. employee benefit plans are
currently being administered covering
more than 2 million people. Third Party
Adrrinistrators, insu-ance companies
and self-administered organizations are
joining the Q Team for systems, solut ons
and support that only a champion can
prov de

HE
TEAM

10ualm
HEALTH CLAIMS MANAGEMENT SYSTEM

a Mohawk Data Sciences Company

For Q Team membership information, contact:
TM

3= I=O#= RESOURCE INFORMATION
MANAGEMENT SYSTEMS INC.

2015 Spring Road, Suite 220
Oak Brook, IL 60521 • 312/789-0230
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Continued from page 24
article, are offered from Shand,
Morahan & Co. Inc. For a free

copy, write 108 in the box on the
reader service coupon.

• Reprints of the magazine arti-
cle, "Loss Exposures Increase
Dramatically with Deregulation
and Competition," are available
from Shand, Morahan & Co. Inc.
For a free copy of the reprint, write
109 in the box on the reader service

coupon.

• Free issues of "The Risk

Management Letter," a bi-
monthly publication, are available
from the publisher, Warren,
MeVeigh & Griffin Inc. For a free
copy, write 110 in the box on the

reader service coupon.

• Reprints of a two-page maga-
zinc article describing the need for
computer crime insurance are
available free from Shand, Mora-
han & Co. Inc. Write 111 in the box

on the reader service coupon.

• Copies of a 46-page booklet
outlining architects' design and
building liability can be obtained
from Shand, Morahan & Co. Inc.

For a free copy. write 112 in the
box on the reader service coupon.

• Free subscriptions to PIC
Newsletter, a monthly publication
describing current commercial
mass-marketing activities, are
available from Professional Insur-

ance Consultants Inc. For a copy,
write 113 in the box on the reader

service coupon.

• Reprints of a 13-page maga-
zine article that discusses the his-

tory and current status of errors
and omissions insurance for in-

surance agents are offered by
Shand, Morahan & Co. Inc. For a

free copy, write 114 in the box on
the reader service coupon.

• Reprints of an eight-page
magazine article focusing on devel-
opments in and the potential of
professional liability insurance
are offered free by Shand, Mora-
han & Co. Inc. Write 115 in the box

on the reader service coupon.

• The topic of environmental
impairment liability insurance
is outlined in reprints of a one-page
magazine article from Shand,
Morahan & Co. Inc. For a free

copy, write 116 in the box on the
reader service coupon.

• "Unauthorized Computer Ac-
cess Insurance" is a reprint of a
two-page article on computer
crimes committed by outsiders
from Shand, Morahan & Co. Inc.

For a free copy, write 117 in the
box on the reader service coupon.

• The broker's function in ar-

ranging political risk and export
credit insurance is described in a
brochure of the same name from

Johnson & Higgins. For a free

copy, write 118 in the box on the
reader service coupon.

• Details of large settlements for
accident victims are discussed in

"Structured Benefit Settle-

ments," a booklet from Alexander
& Alexander of Michigan Inc. For a

free copy. write 119 in the box on
the reader service coupon.

• The legal expense reim-
bursement policies for real es-
tate tax shelters, "golden para-
chute" contracts and sexual ha-

rassment cases are outlined in a

free flier. "Special Perils Legal Ex-
pense Insurance" from NAS Insur-
ance Services. Write 120 in the box

on the reader service coupon.

• Specific project insurance
and owners' multiproject insur
ance are described in the brochure,

"The Schinnerer Project Insurance

Program," from Victor O, Schin-
nerer & Co. Inc. For a free copy,
write 121 in the box on the reader

service coupon.

• A brochure describing legal
reimbursement coverage for
publicly held companies reject-
ing takeovers, "Tender
Offer/Takeover Attempt/Proxy
Contest Defense Expense Insur-
ance," is available from NAS Insur-

ance Services. For a free copy,
write 122 in the box on the reader

service coupon.

• A booklet describes the serv-

ice areas and offices of Lindsey
& Newsom Insurance Adjusters.

For a free copy, write 123 in the
box on the reader service coupon.

• The specialized liability in-
surance programs offered by
Marinco Inc. are outlined in ae bro-

chure. For a free copy, write 124 in
the box on the reader service cou-

pon.

• A pamphlet on architects and
engineers professional liability
coverages from Professional De-
sign Insurance Management Corp.
can be ordered. For a free copy,
write 125 in the box on the reader

service ccupon.

• Coverage against class ac-

tions and individual actions

brought against financial institu-
tions is outlined in "Consumer

Credit Compliance Insurance" from
Victor O. Schinnerer & Co. Inc. For

a free copy, write 126 in the box on
the reader service coupon.

• "Business Legal Expense In-
surance" is a flier from NAS Insur-

ance Services that details the com-

pany's coverage. For a free copy,
write 127 in the box on the reader

service coupon.

• In "The CNA/Schinnerer

Professional Liability Insurance
Program," Victor O. Schinnerer &
Co. Inc.'s architects and engi-

In New York

there's only one way
to shop for commercial
insurance.

At Roval's
New York Underwriting
Center.

Royal
Responds

neers professional liability in-
surance is discussed. For a free

copy, write 128 in the box on the
reader service coupon.

• "Security's Apartment/Condo
Program Mini-Manual" details Se-
curity Insurance Co.'s agent-rated
apartment/condo insurance pro-
gram. For a free copy, write 129 in
the box on the reader service cou-

pon.

• The pamphlet, "Lawyers
Professional Liability Insur-
ance," describes Victor 0. Schin-

nerer & Co. Inc.'s program for law
firms. For a free copy,

Continued on facing page

-3

f

l::':

If youre looking for a way to
make your insurance shopping
easier, you can stop.

Stop in at Royal:s New York
Underwriting Center at 150 Wit-
liam Street and youll find some-
thing new in large risk underwriting
-our Total Account Concept-
one stop shopping for all your



Continued from facing page
write 130 in the box on the reader

service coupon.

• Comprehensive general and
professional liability coverages
for hospitals are addressed in
"Hospital Primary Liability Insur-
ance," a booklet from Victor 0.
Schinnerer & Co. Inc. For a free

copy, write 131 in the box on the
reader service coupon.

• Project design liability for
owners coverage is discussed in a
Victor O. Schinnerer & Co. Inc.

booklet. For a free copy, write 132
in the box on the reader service

coupon.

• A booklet from Victor 0.

Schinnerer & Co. Inc. details direc-
tors and officers liability policies.
For a free copy, write 133 in the
box on the reader service coupon.

• The services of Orion Group
Inc. are outlined in a brochure. For

a free copy, write 134 in the box on
the reader service coupon.

• Surveyors professional lia-
bility insurance is described in a
brochure of the same name from
Victor O. Schinnerer & Co. Inc. For

a free copy, write 135 in the box on
the reader service coupon.

• A booklet discusses Victor 0.

commercial needs. no matter how

large and complex your accounts
are.

Here you'll have the undivided
attention of our specialists in prop-
erty and casualty. marine. inter-
national. inland marine. boiler and

machinery. excess and surplus
lines. national accoun[s and risk

Schinnerer & Co. Inc.'s non-profit
errors and omissions coverage.
For a free copy, write 136 in
the box on the reader service

coupon.

• Protection against financial
risks from a tax audit is outlined

in "Tax Right," a folder from Vic-
tor O. Schinnerer & Co. Inc. For a

free copy, write 137 in the box on
the reader service coupon.

• "Security's Contractors Pro-
gram Mini-Manual" describes con-
tractors programs from Security
Insurance Group. For a free copy,
write 138 in the box on the reader

service coupon.

management services.
Together we can work to get

things done quickly and efficiently
and with your needs foremost on
our minds.

And of course, the quicker and
easier we make things for you. the

4

• The brochure, "Boiler and Ma-
chinery Digest" details the boiler
and machinery coverages written
by Royal Insurance Co. For a free
copy, write 139 in the box on the
reader service coupon.

• Security Insurance Group's
agent-rated manufacturers/pro-
cessors coverage is discussed in
the brochure "Security's Manufae-
turers/Processors Program Mini-
Manual." For a free copy of this
brochure, write 140 in the box on
the reader service coupon.

• The pamphlet, "Small Busi-
ness Boiler and Machinery Pol-
icy," outlines Royal Insurance Co.'s

better you'll be able to serve your
clients. So why shop around for
your commercial insurance needs?
Stop in at Royal's New York
Underwriting Center today, and
you'll see why we say it's the only
way to go.

Royal &***1 Insurance
150 William Street,
New York, N.Y. 10038

coverage. For a free copy, write 141
on the reader service coupon.

• A mini manual from Security
Insurance Group, a unit of Orion
Group Inc., describes the com-
pany's mercantile, office, service
and wholesale business insur-

ance programs. For a free copy,
write 142 in the box on the reader

service coupon.

• "Boiler and Machinery Object
Recognition Guide" from Royal In-
surance Co. is a guide to boilers
covered by boiler and machinery
insurance. For a free copy, write
143 on the reader service coupon.

• The Society of Chartered
Property & Casualty Underwriters'
Public Affairs Forum newsletter

examines views of 1984 presiden-
tial candidates on the insurance

industry. For a free copy, write
144 in the box on the reader service

coupon.

• "Commercial Inland Marine
Pocket Manual" describes inland

marine policies from Royal Insur-
ance Co. For a free copy, write 145
in the box on the reader service

coupon.

• "If Your Business Clients

Don't Carry an Umbrella" dis-
cusses the commercial umbrella

policy offered by Royal Insurance
Co. For a free copy, write 146 in the
box on the reader service coupon.

• A folder filled with fliers de-

scribing specialty risk and sur
plus lines products of Atwater
MeMillian Inc., a unit of The St.

Paul Cos., is available. For a free
copy, write 147 in the box on the
reader service coupon.

• "Don't Pick the Lemons" is a

flier from Equifax Services Inc. on
its insurance agency qualifica-
tion reports services. For a free
copy, write 148 in the box on the
reader service coupon.

• A pamphlet on the Hartford
Specialty's educators' errors and
omissions liability policy is
available from the program admin-
istrator, H&R Phillips Inc. For a
free copy, write 149 in the box on
thereader service coupon.

• An eight-page brochure on the
Financial Services Division of

National Union Fire Insurance Co.

of Pittsburgh, Pa., describes the fi-
duciary responsibility insurance
products offered by this American
International Group Inc. division.
For a free copy, write 150 in the
box on the reader service coupon.

• A 20-page brochure on
American International Un-

derwriters, entitled The Global
Connection, describes the interna-

tional capabilities abroad of this
American International Group
unit. For a free copy, write 151 in
the box on the reader service cou-

pon.

employee benefits

• "Special Benefit Programs for
Executives," a 20-page booklet de-
scribing the features and tax impli-
cations of a variety of special ben-
efit programs for executives, in-
cluding medical reimbursement
programs, is available from consul-
tant A.S. Hansen Inc. For a free

copy, write 200 in the box on the
reader service coupon.

• A 12-page booklet listing arbi-
tration rules for multiemployer
plans set forth by the American
Arbitration Assn. can be obtained

from the International Foundation

of Employee Benefit Plans. For a
free copy, write 201 in the box on

Continued on next page
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During our seventy-two years, we've quoted and placed
some pretty special risks. in the past couple of years, for in-
stance: $ 100 million umbrella coverage fo- one of the na-
tion's oldest travelling amusements. A $50 mil.ion con-
tingent umbrella for a legendary rock group. A $25 million
segment of $90 million coverage for a grain terminal
elevator. The major portion of a $55 million five-year
guarantee of oil production. Balloons and aircraft used on
safaris in Kenya. Political risk coverage for a $ 16 million
dam construction in Tanzania. Race horses. Livestock

markets. Pharmaceuticals.D60 coverages that most
markets would decline.

Call us...when you need a broker with

FINANCIAL MUSCLE

Geo. E Brown & Sons, Inc.
The Placement SpecialistsM

Offices across the nation

Atlanta

404/396-7620

Boston

617/367-8260

Chicago
312/977-9400

..coverages around the world

Houston

713/578-7222

Kansas City
816/474-7327

Los Angeles
213/383-7501

Nortr Jersey
201/263-8770

Philadelphia
215/592-0560

San Francisco

415/777-3278

A subsidiary of Interstate National Corporaticn, one of the Fireman's Fund Insurance Companies.
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TO OBTAIN INFO DATA-USE THIS COUPON

To obtain copies of literature and information about products and services listed in this special info section,
simply indicate tre key numbers for the items you want and mail to:

businessinsurance
P.O. Box 321, Glenview Illinois 60025

Requests will be processed promp:IF You must fill out this coupon completely. Do not omit any information.
Please send the following data from the January 9, 1984 issue (insert key number of each item wanted).

Name Title

Company

Street

City State Zip

Nature of company's business

O Please send Business Insurance subscription information. Please type or print legibly and fill out completely.
Essential you supply complete·information.

NOTE: THIS COUPON WILL NOT BE SERVICED AFTER MARCH 7, 1984
---------------------

Continued from previouspage

the reader service coupon.

• Reprints of Kwasha Lipton's
eight-page February 19E3 newslet-
ter on incorporating executive re-
tirement programs into overall
executive compensation packages
are available from Kwasha Lipton,
the employee benefit .onsulting
firm. For a free copy, wr.te 202 in
the box on the reader service cou-

pon.

• A 71-page bibliography of ma-
lerials issued by the Interna-
tional Foundation of Employee
Benefit Plans is available from

the IFEBP For a free copy, write
203 in the tox on the reader service

coupon.

• Tax aspects of flexible bene-
fits is the subject c.f a 10-page re-
print of Kwasha Lipton's August
1983 newsletter available from the
employee tenefits consultant. ror a
free copy, write 204 in the box on
the reader service coupon.

• A six-page brochure aoout
choosing and using a preferred
provider organizaTion is available
from Preferred Health Network, a
?PO. For a free copy, write 205 in
the box on the reader service cou-

pon.

• An eight-page booklet from
Wausau Insurance Cos. on control-
ling employee health care costs
is available. For a free copy, write
206 in the box on the reader service

coupon.

• A four-page reprint of a maga-
zine article explaining the cost
savings from hospital bill audit-
ing is available from Republic
Service Bureau Inc. For a free copy
of the reprint, write 207 in the box
on the reader service coupon.

• A reprint of a one-page maga-
zine article, "Benefits and WC: A
Shotgun Wedding," examining
overlapping workers compensa-
tion and employee benefits pro-
grams is available from Risk Plan-
ning Group Inc. For a free copy,
write 208 in the box on the reader
service coupon.

• An eight-page pamphlet de-
scribing the benefits and costs of
mental illness hospitalization is
available from the National Assn.
of Private Psychiatric Hospitals.
For a free copy of the pamphlet,
write 209 in the box on the reader
service coupon.

• A three-page update on
trends in employee benefits leg-
islation is available from Hewitt

Associates, a benefit consulting and

3

actuarial firm. For a free copy,
write 210 in the box on the reader
service coupon.

• Costs and benefits of em-

ployee mental health insurance
are discussed in a five-page booklet
available from the National Assn.
of Private Psychiatric Hospitals.
For a free copy, write 211 in the
box on the reader service coupon.

• A 24-page catalog describing
the 10-course 1983-84 Certified
Employee Benefit Specialist
Program, co-sponsored by the In-
ternational Foundation of Em-

ployee Benefit Plans and the
Wharton School of the University
of Pennsylvania, is available from
the IFEBP. For a free copy, write
212 in the box on the reader service

coupon.

• Employee benefit plan cost-
reduction strategies are the sub-
ject of a four-page brochure pre-
pared by Hewitt Associates. For a
free copy, write 213 in the box on
the reader service coupon.

• Accounting changes under
consideration for post-employ-
ment benefits other than pen-
sions are the subject of a four-page
pamphlet issued by Hewitt Associ-

Continued on page 35

Listen To Experience:
29 Specialists in Risk Management, Oil & Gas, Accounting, Disaster Control,

Blow-Out Claims, Selecting A Broker/Consultant, Maritime Exposures.

t 5th Annual

Petroleum
Insurance

Conference
March 14-16, 1984

Marriott Hotel, New Orleans, Louisiana

FOR: Operators, Producers, Service
Contractors, Agents, Brokers, Risk Managers,

and serious Industry Investors.

FOR MORE INFORMATION CALL:

djll North Texas State University
PDI Conference Center

11 P.O. Box 13288

Denton, Texas 76203-3288

TOLL FREE OUTSIDE TEXAS 800.433.5676
D/FW M ETRO 267-5671 (817) 565.3344

Presented by Self Insurance Resource, Inc. of Dallas &
Professional Development Instituterof North Texas State University
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If you're considering self-insurance for your
organization, you're talking risk You owe it to
your bottom line to talk to the people who know
what managing risk is all about. Arthur J.

Gallagher & Co., international brokers of
insurance and risk management services.
Nobody does it better.

We do it better because we've put 20 years
into building the most comprehensive risk

management service in the industry.
We do it better by working directly with you

through Gallagher Bassett, our service

organization. Gallagher Bassett can function
either as an extension of your in-house

insurance department or as your full-service
claims administration organization.

We do it better because we are seasoned

professionals in loss control and claims

management service. And by aggressively pur-
suing subrogation, posting property and
casualty loss recoveries that far exceed the
industry average.

And, we do it better with RISX-FACS™, an on-

line computerized reporting system that pro-

vides both ordinary and extra-ordinary
information to you. You'll have everything you

need to know to manage your program. And
you'll have it when you want it, in the form you
want it

When it comes to managing risK ask some-
one who knows what it's all about. Arthur J.

Gallagher & Co.
Write or call us today. Find out for yourself

why nobody does it better.

G
Go for it.

You're with Gallagher.

Arthur J. Gallagher & Co. • 10 Gould Center, Golf Road • Rolling Meadows, IL 60008 • 312/640-8500
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Ifa disaster 1.
WO heyhaveto

FLOOD

There is only one thing worse than having a disaster hit your company. Not being covered for it.
Fortunately, an uninsured property disaster is one nightmare WestPoint Pepperell hasn't experienced in the 133

years Arkwright-Boston has been insuring them.
WE'RE RESPONSIVE. AND HISTORY BEARS US OUT.

WestPoint Pepperell is the third largest publicly-held textile company in America, with annual sales upward of
$1.2 billion. They have approximately 21,500 employees in eight states who manufacture and distribute Martex®
and Lady Pepperell® Sheets and Towels, Cabin Crafts® Carpets and other textiles for the apparel, household and
industrial markets.

But we remember when they were a small outfit working out of Biddeford, Maine. That was in 1850. The year
they hired us.

Now, when you have a client for that long, you see them through some major changes. For example, in 1908 the
company built a hydroelectric plant. One of the first textile companies to operate entirely on electricity. Knowing
electrical equipment, we expanded their insurance to include coverage for it.

In the 1970s, our loss prevention engineers worked closely with WestPoint Pepperell engineers to design sprink-
ler systems for the crawl spaces underneath combustible floors of the older mills. And recently, we assisted them in
planning exhaust ducts, filters and cleaners to minimize the combustion hazards of synthetic dust.

We also conducted extensive fire tests on synthetic fibers at our 1,500-acre test site in Rhode Island. This helped



perell
rowint i.

BUSINESS INTERRUPTION

determine in-rack protection techniques for warehouse storage of sheets, towels and blankets. The point being,
Arkwright-Boston is not only a company that insures you. It's a company that comes up with ways to protect you.

BLANKET COVERAGE.

Of course, we can't guarantee that all our engineering will prevent all disasters. Which is why WestPoint
Pepperell feels secure in knowing that if there is a loss, they're covered.

With blanket fire and extended coverage; boiler and machinery coverage; DIC for exposures such as flood,
theft, transit and earthquake. And business interruption, in case a disaster forces a shutdown of a major facility.

And though it sounds expensive, you'll find our pricing is competitive. You'll also find that our financing plans
are flexible.

In fact, the plan we developed for WestPoint Pepperell was designed to meet their specific cash flow requirements.
But don't take our word for it. Ask WestPoint Pepperell. Or American Greetings. Or Digital Equipment. They're

all our clients.

So if the idea of an insurance company that covers you from head  ARIVRIQi'r
to toe intrigues you, call or write us. But do it soon. Because if a
disaster hits you before we get together, your company could A BOSmNgo from riches to rags.

Arkwright-Boston Insumnce, Marketing Services, 225 Wyman St.,
Waltham, MA 02154. 1-617-890-9300, Ext. 3295. /11 INSURANCE
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LEADERSHIP

r

f

Our self-imposed dictum: «No is no answerf' constantly challenges First State
Insurance Co. and New Enand Re to new heights of creativity in search ofsolutions
to the complex problems oi today's

special Puose Insurance and Re-
insurance c ent. El Worldwide we

are known and respected for our
leadership strength in bold pursuit
of ideas that make a difference.

Photo: Brucc Coleman Inc.

Cameron and Colby
Rising to the Challenge of Change
Boston, New Tork, Atlanta, Chicgo, San Francisco, Los Angeles



Benefit costs will remain

a major concern in 1984
By Joseph W. Duva

OST PRESSURES will continue to be the dominant factor affectingemployee benefits in 1984, as we struggle to control the impact of rising

employee benefit costs on our companies' "bottom line". These cost pressures

will be compounded by proposed government legislation intended to increase
revenues and by the need for increased productivity from a changing work
force.

In the past, the efforts to minimize the cost of employee benefits programs
were mainly directed at negotiating different kinds of financial
arrangements with insurance companies, self-insuring all or part of medical
and disability plans or changing the actuarial funding methods for pension

plans.

At the same time, employee benefit programs-nourished over the years
by inflation and tax incentives-grew at a significant rate. Medical plans
were influenced over the years by competitive pressures and labor
settlements and developed into the type of plan that provided full payment
for semi-private room and board charges, hospital additionals and for

reasonable and customary charges for surgery.
Given the business realities of intense worldwide economic competition in

the 1980s, many companies have already recognized rising health care costs
as their No. 1 concern and have redesigned their medical plans to slow down
the rate of increase in medical costs by iricreasing cost sharing in the form of

effiployee contributions, higher deductibles, less first-dollar coverage and
more coinsurance.

Many more companies, spurred by these pressures, will be redesigning
their medical plans in 1984. And, although plan redesign has the most
immediate impact on slowing down a company's medical cost increases,
companies will be expanding their cost-control efforts for the longer haul to

include better data analyses, claims audits, provider analysis and contact,
employee education and community involvement.

To make the changes in the medical programs more acceptable to
employees, some companies have adopted flexible spending accounts that can

be used to reimburse employees for required contributions to medical or
dental plans or for unreimbursed expenses under their health care or dental
plans.

Assuming a positive regulatory environment, the trend toward flexible
spending accounts will continue in 1984 as part of a larger effort that
managers will be making to "decouple" their benefit programs from
"built-in" cost increases by providing employees with fixed dollar amounts

that they can spend, rather than making benefit improvements that are tied
to increasing levels of compensation.

Flexible spending accounts on a pretax basis can also be more effective for
employees in addressing the needs of the changing demographics of the work
force. Concurrent with the trend, we can expect to see less emphasis on
defined benefit plans as companies seek relief from the financial and

administrative requirements imposed on them by the Employee Retirement
Income Security Act, the Pension Benefit Guaranty Corp. and the Financial
Accounting Standards Board. There will be more emphasis on defined

contribution thrift or savings plans that are also more popular with

employees-especially younger employees-and, like flexible spending
accounts, shift the decision-making responsibility on how best to meet their

individual needs from the company to employees.
The growth of employee benefit programs over the years has been

Continued on net page

business insurance, January 9, 1984 / 33

TACTI6
u Htaferco f

Companies will be striving
to control risks in mid-1980s

By Edith F. Lichota

AN. 1 IS resolution time for every new year, and the process of makingthose resolutions reminds all of us that the future will be what we make of

it; it will be influenced (if not exactly shaped) by our action or inaction, our
reactions or our indifference. It behooves us, therefore, to peer into the future
with the dual objective of defining, not only what we think will happen, but
also what we believe should happen and how we can bring it about.

Risk management as both a discipline and a profession has evolved rapidly
in the United States. Yet it has by no means been as broadly recognized and
implemented as it will be in the years to come.

Of all the shadows I see cast into the future, I believe this central statement

is the single most important one I can make: Companies will move more and
more in the direction of the total management and control of all the types of
risk with which they are faced-regardless of whether they have been
previously regarded as insurable and regardless of the methodology yet
devised for their essential management and control.

Otherwise stated, the importance of the function will transcend the
presently somewhat limited notions of what risk managers do and how they
do it and willlead to vastly expanded responsibilities and a whole new array
of response mechanisms.

We will find, in the future, that the work'Elone on self-insurance, risk
retention, loss control and alternative funding was fundamental, but was
only the beginning. Tremendous strides will be made to expand the processes
of risk identification, risk evaluation, risk measurement.

The risk manager will become a critical player in business and strategic
planning, product development and marketing, finance and control. As a
corollary, the risk manager will require expanded personal technical
resources and will have to assume greater responsibilities, not to his or her
corporate employer, but to the markets in which we all must function.

Within this decade, corporate management in many parts of the world
where the discipline is not yet well understood will come to recognize the
nature of the contribution risk management can make to operating results, as
well as to implementation of social and cultural objectives.

So I am predicting higher visibility, greater influence and a concommitant
increase of responsibility for risk managers and risk management,
worldwide.

But note the repetitive use of the word responsibility. Educational demands
will increase. We already function in conjunction with most of the other staff
and operational areas of the corporations we serve; to serve them well, we
must understand them all.

As risk managers, we will also have to understand the financial markets of
the world in their broadest sense-not just the insurance companies, or the
banks or the hybrids taking shape. We are entering an era of rapid change in
the financial marketplace, and we have a role to play in assuring the

long-range development and survival of financial institutions that will
provide continuing capacity to fund continuously escalating large
risks-some of which we have yet t6 identify and certainly have not yet
quantified.

We will be instrumental in developing efficient financing vehicles that will
combine the total resources of the financial marketplace without destroying
any of its essential components.

In fact, our long-range best interests will be served by conduct aimed at
preserving a viable financial marketplace with a full range of competitive

Continued on next page
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Future holds more benefit cost worries
Continued from previous page

encouraged by government-sponsored tax
incentives. However, in 1984 we may see
more legislation that will further reduce
the benefit limits set by the Tax Equity
and Fiscal Responsibility Act of 1982 and
that will put a cap on the amount of health
benefits an employee receives tax-free.

Although the purpose of these
legislative proposals is purportedly to limit
discrimination in favor of the higher-paid
and to control health care expenditures,
many benefit professionals feel that the
chief attraction for Congress is in the
additional revenue the legislation will
raise. Other types of legislation we can

expect to see are enactment of the
Retirement Equity Act (Women's Pension
Equity Act) and the Single Employer
Pension Plan Amendments Act.

Among other changes, the Retirement
Equity Act will lower the age for pension
eligibility and the minimum age for
vesting. The bill will also prohibit the
exclusion of maternity leaves for vesting
purposes and requires spousal consent to
opt out of joint and survivor coverage.

The Single Employer Pension Plan
Amendments Act would increase the

premiums for PBGC insurance and make
it harder to terminate a pension plan in
order to get excess or surplus funds and to
avoid liabilities in the event of a sale or

plan spin-off.

Changing workforce demographics will
also complicate efforts to control benefit
costs and get the maximum value for our
benefits dollar in 1984.

These demographic changes will
involve dramatic shifts in the age of our
workforce over the next 10 years. At the
same time, as employees approaching age
65 will be exerting pressure for increased
pension and retiree health care benefits,
the younger generations will want the
"now" benefits, such as vacation time,

expanded capital accumulation plans, etc.

Joseph W. Duva is
director of employee
benefits and compensa-
tion at SCM Corp. in
New York.

More working women and single heads
of households will want greater flexibility

in employee benefits and work
assignments.

Given the diversity of needs, and the
pressure for increased productivity,
benefit managers will consider

restructuring their employee benefit
programs and involving employees
directly in the benefit decision in order to
make their benefit programs more
responsive to the needs of their work
force.

A completely flexible benefit or
cafeteria plan in which employees
"trade-off" various benefit options may
well be a way of more effectively
managing the benefits dollar, if the
employees' direct involvement in

designing their individual plans leads to a
better understanding and appreciation of
the value of the various benefit options.

There are a number of concerns and

problems to overcome before moving
toward a flexible benefits program, such as
higher administrative and systems costs
and the possibility of adverse selection
against benefit plans. And not everyone
would agree that the programs adopted to
date have been effective in motivating
employees.

An additional concern in recommending
a flexible benefits program to

management is attempting to measure its
ultimate cost since this is determined by
the choices made by participants.
Nevertheless, a number of companies have
adopted flexible benefit programs and
more companies will adopt them in 1984,
as others watch the results to see if there is

any direct correlation between flexible
benefits, controlled costs, increased

performance and productivity.
Finally the challenges presented by the

1980s, including the factors we have
reviewed and many others, will highlight
the employee benefits function as a key
organizational element affecting a
company's bottom line. These challenges
really represent opportunities for benefits
professionals to prove themselves as
business executives whose ability to
manage this strategic function will be
critical to their companies' financial
well-being. .

Goal for mid-'8Os is control of all risks
Continued from previous page
institutions to serve our corporations'
needs.

We will see a continuing seesaw

between regulation and deregulation,
between private markets and government
resources.

Regulators will try to restrict our
choices to bring risk management into line
with their preconceived notions of what
the marketplace should look like. While
regulators are supporting the appropriate
solvency regulation, risk managers will
have to remain vigilant, watching the
regulations and restrictions which exceed
the solvency objective. This type of
regulation could turn insurance into a
wealth redistribution mechanism or

self-insurance into regulated

Edith F. Lichota is up-
risk management at
Irving Trust Co. in
Ne,D York.

quasi-insurance-either to minimize

competition in the market, or to augment
tax revenues at the cost of the industry's
capacity.

We will always need a viable insurance
industry as one of our options; risk

managers have a role to play in
determining the form in which it will

survive. They also have a responsibility to
recognize and deal with it as the global
mechanism that it really is.

It is the commercial consumers who

must insist that narrow, parochial interests
or short-sighted protectionist policies
should not be allowed to distort the options
available to their companies.

In short, I see an era of great change and
huge challenge, with an exciting and
critical role for risk managers to play, and
I predict that the really good risk
managers, by the end of this decade, will
be among those who will be contending
for the top jobs in their corporations by
reason of the credentials and global
perspectives they will have developed in
risk management.

I welcome you to that world, because,
ready or not, it is already upon us. •

Insurer must pay award
for delayed group benefits
AN ILLINOIS APPELLATE courthas upheld an award to a claimant
under a group disability policy for
vexatious and unreasonable delay.

Tresa Perschall was employed by
General Electric Co. She was covered

under a group disability insurance
policy issued to the company by

Metropolitan Life Insurance Co.
She became disabled in June 1977

due to pain and swelling in her right
hand and wrist.

Metropolitan paid her disability
benefits under the group policy for 12

months following her departure from
work. Her leave lasted from June 21,

1977, to June 21, 1978.

After that period, however,
Metropolitan repeatedly denied her
request for benefits. This happened
despite her physician writing to GE in
July 1978 stating that she would never
be capable of gainful employment

again.
Subsequently, Ms. Perschall was

treated by a second physician and was
released to work on June 18, 1980. She

sued Metropolitan for benefits under
the group policy and was awarded

about $9,400 plus punitive damages
equal to 25% of the verdict.

The appellate court affirmed,
pointing out that it was evident that
Metropolitan had not terminated
benefits on June 21, 1978, because it

believed Ms. Perschall had been cured

or had removed herself from the care

of her physician.
The court was satisfied that her

condition did not show signs of
improvement until 1980 when she was
treated by a second physician.

Furthermore, the court noted that

there was no evidence as to whether

Metropolitan explained the basis for its
refusal to pay benefits. Perschall us.
Metropolitan Life Insurance Co.,

Appellate Court of Illinois, March 7,
1983 (BI/01/F.-$5).

Assault compensated
The Illinois Supreme Court ruled

that assaults by co-employees in the

workplace that are motivated by
general racial or ethnic prejudice are
best treated as compensable incidents

under the Workers Compensation Act

as "neutral" risks arising out of the
employment.

Trinidad Rodriguez sustained
injuries while at work when a
co-worker struck him over the head

with a two-by-four. The co-worker had
no apparent provocation for the assualt
on Mr. Rodriguez; his only apparent
motive was prejudice against Mr.
Rodriguez because he was a Mexican.

The arbitrator denied compensation,
which was upheld by the Illinois
Industrial Commission. A trial court

reversed and Mr. Rodriguez was
awarded about $25,000 by the

The Perspective section, which is a

forum for readers' opinions, is compiled
and edited by Assistant Copy Editor

Claudette Dampier. She can be reached
at 312-649-5282.

legal briefs

commission.

On appeal, the employer argued that
the ethnic motive for the attack must

be characterized as "personal,"

notwithstanding the absence of any
dispute between the attacker and his
victim.

But the court pointed out that prior
to the day of the assault, there was no
connection between Mr. Rodriguez's

private life and his assailant.
"We believe," the court said, "that a

claimant must bring something from
his private life to the scene of an
assault by a co-employee for the assault

to be considered personally motivated."
Rodriguez vs. Illinois Industrial

Commission, Illinois Supreme Court,
Dec. 17, 1982, rehearing denied, April 8,
1983 (BI/02/F.-$5).

Insurer's duty to defend
In determining whether a duty to

defend exists, a court considers the

reasonable expectations of the insured

as to its rights under the policy, the
New Hampshire Supreme Court said.

For 20 years, Johnson Shoes Inc.

leased premises from Cohas Realty
Corp. During this period, Johnson
Shoes had a comprehensive general
liability insurance policy with United
States Fidelity & Guaranty Co.

In November 1972, Johnson Shoes

terminated its business and the

premises became unoccupied.
In August 1973, after a period of

heavy rains, oil, which had apparently
escaped from an underground storage
tank on the leased premises, spilled
over onto neighboring property

causing $200,000 in damages.
Previously, Johnson Shoes'

maintenance man had reported to the
company that he believed the tank was
leaking. Cohas Realty sued Johnson
Shoes to recover the cleanup expenses
and for damages to the premises.
Johnson Shoes, however, had gone
bankrupt. USF&G then sought a
declaration that it was not required to
defend. The trial court ruled against
the insurer.

The appellate court pointed out that
an insurer's duty to defend was not
necessarily co-extensive with its duty
to pay a claim. Here, the court said, the

language of the comprehensive general

liability policy obligated USF&G to
defend Johnson Shoes against lawsuits
even if groundless, false or fraudulent.

Therefore, the court said Johnson
Shoes would have a reasonable

expectation that the insurer would
defend based on the language of the
policy. United States Fidelity &
Guaranty Co. us. Johnson Shoes Inc.,

New Hampshire Supreme Court,
March 24, 1983 (BI/03/F.-$5).

These abstracts were prepared by Cases
Unlimited Inc. A copy of an entire deci-
sion may be obtained by sending a
check for $5 made out to Cases Unlim-
ited to Business Insurance, 740 N. Rush

St., Chicago, Ill. 60611. List the number
for each opinion.
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ates. For a free copy, write 214 in
the box on the reader service cou-
pon.

• Trends in health insurance
coverage for mental illness are
reviewed in a booklet issued by the
National Assn. of Private Psychiat-
ric Hospitals. For a free copy, write
215 in the box on the reader service

coupon.

• A summary of pension legis-
lation in Switzerland is provided
in a four-page pamphlet prepared
by Hewitt Associates. For a free
copy of the pamphlet, write 216 in
the box on the reader service cou-
pon.

• Issues confronting U.S. cor-
porations considering extending
stock option plans to overseas
executives are examined in a four-

page pamphlet issued by Hewitt
Associates. For a free copy, wrile
217 in the box on the reader service

coupon.

• PCC Netsletter is a bi-
monthly publication published by
PCC/Drug Data Systems Inc. that
provides information about health,
drugs, employee benefits, work-
ers compensation and legisla-
tion. For a free one-year subscrip-
tion to the publication, write 218 in
the box on the reader service cou-

pon.

• A survey of PAYSOP preva-
lence among 313 employers is pro-
vided in a five-page brochure is-
sued by Hewitt Associates. For a
free copy, write 219 in the box on
the reader service coupon.

• Health care cost trends in
the '8Os are examined in an 18-

page booklet issued by A.S. Hansen
Inc. For a free copy, write 220 in
the box on the reader service cou-

pon.

• The financial implications
of pension funding in Canada
are considered in a 19-page booklet,
"Paying for Pensions; An Over-
view for Executives," prepared by
Hewitt Associates. For a free copy,
write 221 in the box on the reader
service coupon.

• An overview of flexible com-

pensation plans is provided in a
44-page booklet, "Flexible Com-
pensation-A Forward Look," is-
sued by Hewitt Associates. For a
free copy of the booklet: write 222
in the box on the reader service

coupon.

• Employee wellness pro-
grams are described in a five-page
booklet issued by Blue Cross &
Blue Shield of South Carolina. For
a free copy, write 223 in the box on
the reader service coupon.

• The relationship between em-
ployee benefits and employee
performance is examined in an 18-
page booklet prepared by Hewitt
Associates. For a free copy, write
224 in the box on the reader service
coupon.

• Recent trends in employee
health plan design are described
in a 10-page pamphlet, "Control-
ling the Cost of Health Care," is-
sued by the Employee Benefit Re-
search Ins:itute. For a free copy,
write 225 in the box on the reader

service coupon.

• A three-page pamphlet study-
ing the relationship between an-
nual pension plan expenses and
corporate earnings and the ade-
quacy of pension plan funds to
pay benefits promised is avail-
able from broker Johnson & Hig-
gins. For a free copy, write 226 in
the box on the reader service cou-

pon.

• Renewed activity on 401(k)

plans is the subject cf a three-page
pamphlet issued by Johnson & Hig-
gins. For a free copy, write 227 in
the box on the reader service cou-
pon.

• Methods used to finance
pensions in Germany are sum-
marized in a four-page pamphlet
offered by Hewitt Associates, an in-
dependent consulting and acu-
tuarial firm. For a free copy, write
228 in the box on the reader service

coupon.

• The implications of con-
gressional revenue proposals on
private pension plans are consid-
ered in a six-page pamphlet pre-
pared by Johnson & Higgins. For a
free copy of the pamphlet, wrire
229 in the box on the reader service

Coupon.

• Free sample copies of "Your
Health & Fitness." a wellness

Continued on next page
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FACILITIES AVAILABLE

TO AGENTS & BROKERS OF MEMBER COMPANIES

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

General Managers

NEW YORK MARINE AND GENERAL INSURANCE COMPANY

Marine Managers

AMERICAN LIBERTY INSURANCE COMPANY
ARKWRIGHT-BOSTON INSURANCE COMPANY

ARKWRIGHT-BOSTON MANUFACTURERS MUTUAL

INS. COMPANY

EMCASCO INSURANCE COMPANY

EMPLOYERS MUTUAL CASUALTY COMPANY

GRAPHIC ARTS MUTUAL INSURANCE COMPANY

Interstate Insurance Group,
The Backers.SM

APairofAces

interstate Fire 6 Casualty Company, Chicago
insurance Company, and Interstate Indemnity
Company - forming a team that underwrites a
broad, ever-growing range of special risks from
All Risk Property and Association programs to
umbrellas of exceptional scope. Offices in major
cities. The Backers... predictably innovative.

Geo. F. Brown & Sons, inc.,
The Placement Specialists.SM

LUMBER MUTUAL INSURANCE COMPANY

MUTUAL FIRE, MARINE & INLAND INS. COMPANY
PENNSYLVANIA NATIONAL MUTUAL CASUALTY

INS. CO.

REPUBLIC-FRANKLIN INSURANCE CO.
UNION MUTUAL INS. CO. OF PROVIDENCE

UTICA MUTUAL INSURANCE COMPANY

Since 1912, agents and brokers from New York
to California have called on Geo. F. Brown to

zero in on target markets for hard-to-place,
unusual - and ordinary - property and liability
risks. Geo. F. Brown & Sons, a brokerage with
financial muscle. Offices across the nation...

coverages around the world.

Interstate salutes our proud subsidiary companies,

both aces in the Property/Liability theater of operations.

 Interstate National Corporation
55 East Monroe Street • Chicago, Illinois 60603 • 312/346-6400

Interstate National Corporation is one of the Fireman's Fund Insurance Companies.
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magazine, can be obtained from
Curriculum Innovations Inc. For a

free copy, write 230 in the box on
the reader service coupon.

• The FASB issues statement

on special early retirement in-
centives is discussed in a flier is-

sued by broker Johnson & Higgins.
For a free copy, write 231 in the
box on the reader service coupon.

• The Supreme Court ruling
on unisex annuity benefits is
summarized and discussed in a

two-page flier prepared by John-
son & Higgins. For a iree copy,
write 232 in the box on the reader

service coupon.

• A 20-page booklet detailing
the financial implications of
pension funding is offered by
Hewitt Associates. For a free copy,
write 233 in the box on the reader

service coupon.

• The FASB discussion mem-

orandum on pension accounting
is considered in a four-page pam-
phlet issued by Johnson & Higgins.
For a free copy of the pamphlet,
write 234 in the box on the reader

service coupon.

• The keys to the success of
Burlington Northern's 401(k)
plan are explained in a 24-page re-
port prepared by the IDS Trust Co.
For a free copy, write 235 in the
box on the reader service coupon.

• A four-page pamphlet discuss-
ing Internal Revenue Service regu-
lations that apply to the TEFRA
"top-heavy" provisions for pen-
sion plans is available from John-
son & Higgins. For a free copy,
write 236 in the box on the reader

service coupon.
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127 John Street, New York, N.Y. 10038

Tel: 212-635-2700 »TWX: 710-581-3981

• The FASB's views on ac-

counting for pensions and other
post-employment benefits are ex-
amined in a six-page pamphlet pre-
pared by Johnson & Higgins. For a
free copy, write 237 in the box on
the reader service coupon.

• A sample copy of Benefits
News Spotlight, a quarterly bene-
fits newsletter, can be obtained
from the International Foundation

of Employee Benefit Plans. For a
free copy, write 238 in the box on
the reader service coupon.

• The Internal Revenue Serv-

ice's position on 401(k) deferral
plans is considered in a brochure
issued by Johnson & Higgins. For a
free copy, write 239 in the box on

the reader service coupon.

• Techniques for controlling
employee benefits costs are ex-
plained in a pamphlet, "16 Ques-
tions Every President Should Ask
to Cut Costs of Employee Benefits,"
from Emett & Chandler. For a free

copy, write 240 in the box on the
reader service coupon.

• The "IDS Trust Co. 401(k)
Guide" is a 20-page guide to cash
or deferred 401 (k) plans. For a
free copy, write 241 in the box on
the reader service coupon,

• "The PPO Option: Is It Right
for You?" a four-page flier from
the Hospital Council of Southern
California, discusses 10 points to
consider when evaluating a pre-
ferred provider organization.
For a free copy, write 242 in the
box on the reader service coupon.

• Free subscriptions to On Flex-
ible Compensation, a quarterly
newsletter covering trends in flexi-
ble compensation, are available
from Hewitt Associates. For a sub-

scription, write 243 in the box on
the reader service coupon.

• A 16-page catalog of books,
periodicals and reports on em-
ployee benefit topics is available
from the International Foundation

MEDICAL
STOP LOSS FACILITY

CIO
Medical Stop Loss

ARAS Program (25+ Participants)
Specific & Aggregate

Group Life & AD&D
Disability Income (WI & LTD)
Medical Conversion

High Limit Disability
PTD & TTD (Monthly and/or Lump Sum)

COX INSURANCE GROUP, INC.

P.O. BOX 27766

3711 E. SOUTHPORT RD.

INDIANAPOLIS, INDIANA 46227
(317) 887-0030 Telex 276252

Correspondent with Lloyds of London

of Employee Benefit Plans. For a
free copy, write 244 in the box on
the reader service coupon.

• A catalog of cassettes of
speeches made at the 29th annual
educational conference of the In-

ternational Foundation of Em-

ployee Benefit Plans is available
from the foundation. For a free

copy, write 245 in the box on the
reader service coupon.

• A booklet outlines the bene-

fits communications booklets, en-
velope stuffers, posters and audio-
visual programs available from
Blue Cross & Blue Shield of South

Carolina. For a free copy, write 246
in the box on the reader service

coupon.

• A brochure describing the
prepaid legal services program
offered by Midwest Mutual Insur-
ance Co. is available. For a free

copy, write 247 in the box on the
reader service coupon.

• The hospice coverage pro-
gram of John Hancock Mutual Life
Insurance Co. is described in a bro-

chure from the company. For a free
copy, write 248 in the box on the
reader service coupon.

• A flier on fiduciary responsi-
bility coverage for benefit plan
trustees is available from the Fi-

delity & Deposit Co. of Maryland.
For a free copy, write 249 in the
box on the reader service coupon.

• A flier on a fiduciary respon-
sibility coverage for benefit
plans with fewer than 25 partici-
pants is available from Fidelity &
Deposit Co. of Maryland. For a free
copy, write 250 in the box on the
reader service coupon.

• A program on health educa-
tion for the elderly is described in
a brochure from Healthwise Inc.

For a free copy, write 251 in the
box on the reader service coupon.

• A brochure describing health
care training workshops is avail-
able from Healthwise Inc. For a

free copy, write 252 in the box on
the reader service coupon.

• A health claims administra-

tion and payment system stress-
ing cost containment is described
in a booklet from Advanced Sys-
tem Applications Inc. For a tree

copy, write 253 in the box on the
reader service coupon.

• A pamphlet on executive
medical plans is offered by ISI
Corp. For a free copy, write 254 in
the box on the reader service cou-

pon.

• Phoenix Cos. offers a free bro-
chure on a flexible retire-

ment/savings program for small
companies. For a free copy, write
255 in the box on the reader service

coupon.

• A flier on health benefit
cost-containment concerns is
available from Self-Insurers Bene-

fit Services. For a free copy, write
256 in the box on the reader service

coupon.

• A booklet from Wausau Insur-

ance Cos. describes the insurer's

mandatory second surgical opin-
ion program. For a free copy,
write 257 in the box on the reader

service coupon.

• A computer accounting sys-
tem for defined contribution
plans is described in a flier from
John Hancock Mutual Life Insur-

ance Co. For a free copy, write 258
in the box on the reader service

coupon.

• A flier on hospital utiliza-
tion control is available from John
Hancock Mutual Life Insurance Co.

For a free copy, write 259 in the
box on the reader service coupon.

• A description of voluntary
employees beneficiary associa-
tions (VEBAs) is available in a
pamphlet from General American
Life Insurance Co. For a free copy,
write 260 in the box on the reader

service coupon.

• A pamphlet telling how em-
ployees can help save medical
costs is available from ACT Man-

agement Corp. For a free copy,
write 261 in the box on the reader

service coupon.

• A booklet describing an ad-
ministration system for flexible
compensation plans is available
from Hewitt Associates. For a free

copy, write 262 in the box on the
reader service coupon.

• A brochure describing inter
nal cost-containment strategies
is available from Blue Cross & Blue

Shield of South Carolina. For a free

copy, write 263 in the box on the
reader service coupon.

• A brochure describing the ad-
ministrative services for group
health plans available from Blue
Cross & Blue Shield of South Caro-

lina can be obtained. For a tree

copy, write 264 in the box on the
reader service coupon.

• A flier on computer-gen-
erated reports for benefit pro-
grams is available from Blue Cross
& Blue Shield of South Carolina.

For a free copy, write 265 in the
box on the reader service coupon.

• A booklet of the products and
services of Blue Cross & Blue
Shield of South Carolina is avail-

able. For a free copy, write 266 in
the box on the reader service cou-

pon.

• A flier on the life insurance

and other products of Companion
Life Insurance Co., a Blue Cross &
Blue Shield of South Carolina sub-

sidiary, is offered. For a free copy,
write 267 in the box on the reader

service coupon.

• A booklet describing hospital
bill audits is available from Equi-
fax Services Inc. For a free copy,
write 268 in the box on the reader

service coupon.

• A report on a patient/hospi-
till review program is offered by
the Foundation for Medical Care of

Santa Clara County. For a tree

copy, write 269 in the box on the
reader service coupon.

• A retrieval service for bene-
fit documents filed with the Labor

Department is described in a leaflet
from ERISA Benefit Funds Inc.

For a free copy, write 270 in the
box on the reader service coupon.

• A free brochure on the claims

management services of EBI
Services Inc., a subsidiary of Orion
Group Inc., is available. For a free
copy, write 271 in the box on the
reader service coupon.

• A folder with samples of per
sonalized benefit statements is

available from Systematic Automa-
tion Inc. For a free copy, write 272
in the box on the reader service

coupon.

• A booklet on flexible com-

pensation is available from con-
sultant A.S. Hansen Inc. For a free

copy, write 273 in the box on the
reader service coupon.

• A free flier on PCC/Drug
Data Systems Inc.'s programs to
avoid paying excessive hospital
charges is available. For a copy,
write 274 in the box on the reader

service coupon.
Continued on page 38
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GLethal
Front Fire
The tire company was served with

a major lawsuit. A fatal accident
occurred when a car swerved into

oncoming traffic. Failure of the front
left tire was alleged to have been
the culprit.

Countrywide investigators grew
suspicious when they discovered that
the skid marks ended prior to impact.
Would the driver deliberately let up on
the brakes? Then came expert testimony
that the deflated tire was caused by
the impact. A check of the brakes
revealed a contaminant in the brake
fluid! The lawsuit was dismissed.

Details of this case have been

disguised to protect the confidentiality
of our client. But it typifies our claims
management work for major self-insured
manufacturers throughout America and
abroad. Unlike insurance investigators,
we are not settlement oriented. Our

primary concern is to help you defend
the integrity of your product. ..Ii.

Please write down

our phone numben We'll      .
resolve your most
perplexing mysteries. VI-

Countrywide
Services

Corporation
Specializing in product

liability claims management
11933 Westline Drive, St. Louis, MO 63141, 314/878-3306

r

spotlight report

Continued from page 36
• A flier on Washington Na-

tional Insurance Co.'s minimum

premium plan is offered. For a
free copy, write 275 in the box on
the reader service coupon.

• A flier on group legal aggre-
gate stop-loss coverage for self-
funded plans is available from
Alvin J. Sims & Associates. For a

free copy, write 276 in the box on
the reader service coupon.

• A brochure on long-term dis-
ability programs is available from
Washington National Insurance Co.
For a free copy, write 277 in the
box on the reader service coupon.

• A flier describing a group
dental plan from Washington Na-
tional Insurance Co. is available.

For a free copy, write 278 in the
box on the reader service coupon.

• A pamphlet detailing the vi-
sion care plan of Washington Na-
tional Insurance Co. is available.

For a free copy, write 279 in the
box on the reader service coupon.

• Handling medical history
reports is outlined in a flier from
Equifax Services Inc. For a free
copy, write 280 in the box on the
reader service coupon.

• The HC4 is a health care

cost-containment communica-

tions planner distributed by
Towers, Perrin, Forster & Crosby
that can be used to "dial-up" infor-
mation on introducing cost-con-
tainment procedures. For a free
copy, write 281 in the box on the
reader service coupon.

fidelity & surety

• A reprint of "Surety Bond-
ing: A Cornerstone for Risks," a
three-page magazine article, is
available from CMA Consulting
Group. For a free copy, write 300 in
the box on the reader service cou-

Pon.

• An eight-page report, "Indica-
tors for Assessing Contractor
Solvency," is available from the
CMA Consulting Group. For a free
copy, write 301 in the box on the
reader service coupon.

financial services

• Free reprints of "Insurance
and Banking: How Good Is the
Fit?" a three-page magazine article
evaluating commercial banks'
entry into insurance brokerage
and underwriting, are offered by
Risk Planning Group Inc. For a
free copy, write 400 in the box on
the reader service coup6n.

• A 10-page brochure describing
Kidder, Peabody & Co.'s struc-
tured settlement services is avail-

able. For a free copy of the bro-
chure, write 401 in the box on the

reader service coupon.

• Alternative approaches to
retirement planning are ex-
plained in a 17-page booklet pre-
pared by Investors Diversified
Services Inc. For a free copy, write
402 in the box on the reader service

coupon.

yJIFIr
_RIMS encore '84...and more
22nd Annual Risk Management Conference • April 1-6, 1984 • New York, N.Y.

The Risk Management Challenge
Nothing suits the risk management challenge in you
like RIMS encore'84... You're a unique individual who
wants to be on the right track in your field.

At RIMS 22nd Risk Management Conference, you will
be able to follow three distinct tracks: Risk Manage-
ment Information Systems, International Risk Manage-
ment and Introduction to Risk Management, or at-
tend sessions in a variety of subject areas for a
broader overview.

The five Split Sessions offered, in the quality of which
you demand, will inform you on topics from data pro-
cessing centers, security problems and solutions to
combining benefits and workers' compensation de-
livery systems.

Exceptional. Sums up the trade show exhibits.

RIMS encore'84... and more. A risk management ex-
perience. You should be there.

For additional information fill out the coupon or call
RIMS at 212-286-9292 telex 968289.

Please forward Information on Encore '84 to:

Name:

Title

Address:

City: State/Prov. 7ip Code:

Telephone: Telex:

RIMS, Conference Dept., 205 E 42 St., New York. N.Y. 10017
----------
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• "Investing for Defined
Contribution Plans: Fixed

Income Alternatives" is an-

eight-page pamphlet published
by Kwasha Lipton, an em-
ployee benefits consulting
firm, discussing fixed-income
investment vehicles. For a free

copy, write 403 in the box on
the reader service coupon.

• Financial services dere-

gulation is the topic of a 109-
page report available from
New York State Sen. John R.

Dunne. For a free copy, write
404 in the box on the reader

service coupon.

• A guide to the tax con-
sequences of disability in-
surance plans is a flier from
Paul Revere Insurance Cos.

For a free copy, write 405 in
the box on the reader service

coupon.

• An 11-page pamphlet de-
scribes Fidelity & Deposit Co.
of Maryland's comprehensive
protection program providing
blanket bonds, business risk

insurance and property/cas-
ualty coverage for financial

institutions. For a free copy L
of the pamphlet, write 406 in
the box on the reader service

coupon.

e "Offshore Investment

Management," a 24-page book-
let from Citibank, discusses in-
vestment opportunities in
the offshore Eurodollar

market for captive insurers.
For a free copy, write 407 in
the box on the reader service

coupon.

• "Application Software
for Financial Institutions"

is a folder including a pam-
phlet and data sheets on soft-
ware and computer services
offered by Shaver Associates
Inc. For a free copy, write 408
in the box on the reader serv-

ice coupon.

• Three pamphlets describe
the Templeton Funds, which
offer a choice of investment
in worldwide securities, are
available from Securities Fund

Investors Inc. For a free copy,
write 409 in the box on the

reader service coupon.

• An eight-page booklet
outlining the various mecha-
nisms available to finance f
employee benefit plans, in- 1
cluding rating arrangements,
reinsurance coverages and
payment plans, is available I
from Blue Cross & Blue Shield
of South Carolina. For a free

copy, write 410 in the box on
the reader service coupon.

international

• A 27-page booklet ex-
plaining experience rating in
multinational employee
benefit programs is available
from Swiss International Serv-

ices Inc. For a free copy, write
500 in the box on the reader

service coupon.

• "Post-Retirement Pen-
sion Increases: Patterns of

Foreign Subsidiaries," is a
single issue of a Kwasha Lip-
ton newsletter describing
causes why foreign pension
benefits are costing more and
how those costs can be con-

trolled with a comprehensive
policy. For a free copy, write
501 in the box on the reader

service coupon.

• A glossary of insurance
Continued on page 39
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Continued from page 38
terms in six languages, including
English, French, German, Spanish,
Italian and Dutch, is available from
Alexander & Alexander Services
Inc. For a free copy, write 502 in
the box on the reader service cou-
pon.

• A brochure describing inter-
national boiler and machinery
insurance is available from Royal
Insurance Co. For a free copy,
write 503 in the box on the reader
service coupon.

loss control/people

• A free issue of Smart's
Health & Safety Newsletter, a
monthly publication for risk man-
agers, is available from Smart's.
For a copy, write 600 in the box on
the reader service coupon.

• A brochure describing an em-
ployee exercise program is avail-
able from Wausau Insurance Cos.
For a free copy, write 601 in the
box on the reader service coupon.

• A booklet describing the en-
vironmental health services of-
fered by Occupational Health Serv-
ices Inc. is available. For a free
copy, write 602 in the box on the
reader service coupon.

• A catalog of safety, training
and health films and tapes that
can be rented from the National
Safety Council can be ordered. For
a free copy, write 603 in the box on
the reader service coupon.

• Technical information on ev-
nironmental developments, risk
assessments and methodology is
available free three times a year in
a newsletter from Clayton En-
vironmental Consultants, a techni-
cal service company of Marsh &
MeLennan Cos. Inc. For a copy,
write 604 in the box on the reader
service coupon.

loss control/property

• "PCB-This Risk Beyond
Regulatory Compliance," a three-
page magazine article reprint ex-
plaining the costs and liabilities
of PCB loss control, is available
from Sunohio. For a free copy,
write 700 in the box on the reader
service coupon.

• A suspicious vehicle claims
profile outline is provided in a free
one-page flier from Lee S. Cole &
Associates that lists tips on how to
recognize fraudulent claims. For
a free copy of the flier, write 701 in
the box on the reader service cou-
pon.

• A two-page flier describing a
driver performance test and an
driver perception audiovisual
course is available from W. Kent
Jessee & Associates. For a free
copy, write 702 in the box on the
reader service coupon.

• Auto dealership security is the
subject of a four-page flier issued
by Lee S. Cole & Associates that
explains methods for reducing
losses at auto dealerships. For a
free copy, write 703 in the box on
the reader service coupon.

• A three-page brochure de-
scribing various kinds of fire de-
tection devices is available from
Detector Electronics Corp. For a
free copy of the brochure, write 704
in the box on the reader service
coupon.

• "Truck Loading Rack Safety"
is a 32-page booklet published by
Industrial Risk Insurers that dis-

cusses loss-control procedures
when handling flammable and
combustible liquids and gases.
For a free copy, write 705 in the
box on the reader service coupon.

• A sample copy of Code News-
letter, a quarterly publication that
updates developments in build-
ing fire protection regulations, is
available from Schirmer Engi-
neering Corp. For a free copy,
write 706 in the box on the reader
service coupon.
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TO OBTAIN INFO DATA-USE THIS COUPON
To obtain copies of literature and information about products and services listed in this special info section,simply indicate the key numbers for the items you want and mail to:

busine= insumn.
P.O. Box 321, Glenview Illinois 60025

Requests will be processed promptly. You must fill out this coupon completely. Do not omit any information.
Please send the following data from the January 9,1984 issue (insert key number of each item wanted).

• A 40-page booklet discussing pulp and paper mill safety is
available from Industrial Risk Insur-  Name Title

ers. For a free copy, write 707 in the Company
box on the reader service coupon.

1 Street
• "Loss Prevention & Control I City State Zipfor Design Professionals," a publi- Nature of company's businesscation describing loss-prevention and control techniques for archi- O Please send Business Insurance subscription information. Please type or print legibly and fiH out completely.tects and engineers on de- | Essential you supply complete'information.

NOTE: THIS COUPON WILL NOT BE SERVICED AFTER MARCH 7, 1984Continued onneztpage L__--------------------------------- --
We live ina time when brokerage profits, already deprmed, are being even further eroded.

A time when the battles between broker and insurance company for shrinking profits
lead to defections and fissures.

'llie fact is, conditions have rarely been worse.
Nowk wben you need someone special If»1

Today, you need a dependable partner, capable of providing responsible corporate
risks insurance.

But to think and ad responsibly in the face of all these pressures takes someone special:
Armco Special Risks. ¥(*te
Tbe *r

We'11 make it as easy as possible for you to bring someone special into
your life. Send us the coupon. Or call Charlie Jones, Vice President,
Marketing, at 214/689-8186. PU'11 send you free our brochure describing all
the programs and services of our corporate risks operations.

In this free brochure, you'lllearn about the mix of products, services and character ofCorporate
Armco Special Risks that we feel makes us special.
Tbe rigbt coverages

U offer the coverages a corporate risk manager needs to protect his company's Rlsks
assets, plus the responsible judgements and services that have
allowed us-and our broker clients-to maintain successful underwriting 71 '
through both good times and bad.

Our list of products includes workers' comp, general liability and
automobile liability; underwritten for a wide range of industrial and ms Ofrer
commercial businesses, services firms, contractors and utilities.

In addition to normal incu,Ted loss retros, we also offer more sophisticated
loss-sensitive plans, such as paid loss retros, compensating balance plans,
and large deductibles.

And, just as important as providing the right coverage, we make sure
that it carries with it the right price

Couldn't
Tbe right price

With a corporate risks program from Armco Special Risks, you can be assured of paying
the right price. That's not to say that ours will always be the lowest. For in today's scramble
for premiums comes widespread price and service cutting that, in the short run, may offer
immediate saving.

Hae
But with this lower price is often carried a higher risk fador. Risk inherent in improper

loss control engineering, poorly organized or disjointed claims handling procedures, and
hasty underwriting judgemen all made in the race to capture fewer premium dollars.

When we at Armco Special Risks complete our Come
underwriting, daims and loss control analysis, you I ' ARMCO
can be sure that the price you pay is right for the ARMCO

coverage and services you need to protect your V SPECIAL AtAdient's interests tomorrow as well as today RISKS

------------------------7 ITT
)' Flease send me your Corporate Risks Plans Brochure 1

1
Name

1

 Awe '
1

1 Compam'

1 Street I
1 Cit),

State

1 1I * phone Tirnel
1

1 Mail to: C. R. Jones I
Vice President, Marketing 1
Armco Special Risks =a i1221 River Bend Drive

V IDallas, Texas 75234 1
----------J
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Continued from previous page
signing projects, is available from
Professional Design Insurance
Management Corp. For a free copy,
write 708 in the box on the reader

service coupon.

• A 17-page index of loss-con-
trol publications, films and slide
shows issued by Industrial Risk In-
surers is available. For a iree copy,
write 709 in the box on the reader

service coupon.

• Developments in new resi-
dential sprinkler systems and a
summary of new products are the
subjects of a five-page magazine ar-
ticle reprint from Schirmer Engi-
neering Corp. For a free copy,
write 710 in the box on the reader

service coupon.

• "Preventive PCB Manage-
ment," a pamphlet from Sunohio,
discusses the known and assumed

risks associated with PCB-conta-
minated transformers. For a free

copy of the pamphlet, wrize 711 in
the box on the reader service cou-

Pon.

• "A Guide to Fire Protection"

is a 20-page booklet on fire, fire ex-
tinguishers and rating system
classifications from Ansul Fire

Protection. For a free copy, write
712 in the box on the reader service

coupon.

e A 12-page brochure, "Ansul
Halon Systems," from Ansul Fire
Protection, outlines the need for
and operation of Halon 1301 con-
trol systems. For a free copy,
write 713 in the box on :he reader

service coupon.

• A brochure, "Grinnell Fast

Response Fire Sprinklers Proven
Successful in Fort Lauderdale Fire

Tests," describes Gr.nnell Fire Pro-
tection System Co. Inc.'s fast re-
sponse sprinkler system. For a
free copy of the brochure, write 714
in the box in the reader service

coupon.

• "Meeting the Challenge" by
BMS Catastrophe Inc. explains
how businesses can recover from

catastrophic property loss due to
fire. For a 'ree copy, write 715 in
the box on -.he reader service .ou-

pon.

• "Restaurant Fire Protee-

tion" is the name of a loss-control
brochure from Ansul Fire Frotec-

tion. For a free copy, write 716 in
the box on :he reader service cou-
pon.

I A pamah.et on "Boiler and
Machinery Engineering Serv-
ices" descrioes the services of Con-

stitution State Service Co., a subsid-
iary of Traelers Insurance Co For
a free copy, write 717 in the box on
the reader service coupon.

• Ken Buhler Associates Inc.

offers a brochure detailing their
fire protection and loss-control
engineering services. For a free
copy of the brochure, write 718 in
the box on the reader service cou-

pon.

• "When the Fire Ladder Won't

Reach..." is a brochure from Hon-

eywell Inc. that describes their
Sentara 324 multiplex fire and se-
curity system. For a free copy,
write 719 in the box on the reader
service couion.

• "Cost-effective Claims Man-

agement" is a pamphlet that de-
tails the services of CMA Property
Claims Management Product
Lines, a unit of CMA Consul.ing

When EPA Compliance

Just I sn't Enough
Insurance

Your PCB-contaminated transformer was in the EPA specified
50-500 ppm range. Are you aware of the pctentially disastrous

consequences of a leak, spill, or fire?
• Reluctance to repair faulted units over 50 ppm
• Burial of fautted units over 500 ppm.

• Legal threats resulting from PCB leaks or spills near
waterways or sensitive areas.

Consider the increasing focus on PCB by-products - DIOXINS
AND FURANS. As toxic -suspicions" today, tomorrow's standaros
may define them as expected or foreseeable liabilities. EPA
compliance will not free you from unexpected risk - perhaps At
Your Expense if under a deductible.

Sunohio's PCBX can RECLASSIFY YOUR TRANSFORMERS TO

BELOW 50 PPM, decreasing your exposure to toxic damage
claims, leaving usable oil and the transformers scfe for repair.

Contact Sunohio - the high voltage expert in electric power
systems.

1700 GATEWAY BLVD., S.E. / CANTON, OHIO 44707

<216) 767·3411 OR (216) 452·0837

TO OBTAIN INFO DATA-USE THIS COUPON

To obtain copies of literatJre and information about procucts and services listed in this special info section,
simp y indicate the key nimbers for rhe items you wan: and mail to:

business insurance
P.O. Box 321, Glenview Illinois 60025

Requests will be processed promptly. You must fillou. this coupon completely. 00 not omit any information.
Please send the following data from the January 9, 1984 issue ( nsert key number of each item wanted).
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Company
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O Please send Business !nsurance subscrip:ion information. Please type or print legibly and fill out completely. 1

Essential you supply complete information.
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Group. For a free copy, write 720 in
the box on the reader service cou-

pon.

• "Hospitality Automation Sys-
tems" is a brochure from Hon-
eywell Inc. that describes the com-
pany's hotel/motel room safety
systems. For a free copy, write 721
in the box on the reader service

coupon.

• A flier entitled "The IRI

Story ' recounts the history and
development of Industrial Risk
Insurers. For a free copy of the
flier, write 722 in the box on the
reader service coupon.

e "Fire Investigations" is the
title of a booklet from Equifax
Services Inc. For a free copy, write
723 in the box on the reader service

coupcn

c Halon fire detection/control

systems are described in a free
brochure from Ansul Fire Protec-

tion. For a free copy, write 724 in
the bix on the reader service cou-

pon.

marme

• A booklet describing how to
file a marine insurance claim is

1 (»Al

available from Royal Insurance Co.
For a free copy, write 750 in the
box on the reader service coupon.

• A brochure describing ocean
cargo insuranee services is avail-
able from Royal Insurance Co. For
a free copy, wzte 751 in the box on
the reader service coupon.

• National Aviation Un-

derwriters and Its products, includ-
ing business and pleasure, com-
mercial and agricultural aircraft
insurance are outlined in a bro-

chun. For a free copy, write 752 on
the reader service coupon.

• Sample policies for com-
mercial, business, pleasure and
agricultural aircraft are available
from National Aviation Un-

derwriters. For a free copy, write
753 in the box on the reader service

coupon.

reinsurance

• A 19-page booklet. "Sugges-
tions for Litigation Manage-
ment," from American Re-Insur-

ance Co., includes advice and sam-
pie report sheets. For a free copy,
write 760 in the box on the reader

service coupon.

*t'

• A reprint of the Reinsur-
ance Auditing and Accounting
Task Force's "Auditing Property
and Liability Reinsurance" is
available along with a four-page
compliance guide from National
Reinsurance Corp. For a free copy,
write 761 in the box on the reader

service coupon.

• A brochure describing the re-
insurance services of American
Re-Insurance Co. is available. For a

free copy, write 762 in the box on
the reader service coupon.

risk management

• "Twenty-six Questions Every
President Should Ask His Risk

Management Team" to evaluate
the risk management function is
the topic of an 11-page booklet pub-
lished by Emett & Chandler. For a
free copy of the booklet, write 766
in the box on the reader service

coupon.

• A descriptive brochure on
risk management computer pro-
grams, "Microcomputer Programs
for Risk Management," is available
from Compu-Risk Software. For a
free copy of the borchure, write 766
in the box on the reader service
coupon.

• A brochure describing the
preprty/casualty claim investi-
gative services of Equifax Serv-
ices Inc., entitled "For Service,
Scope and Skill, is available from
Equifax. For a free copy of the bro-
chure, write 767 in the box on the
reader service coupon.

• A pamphlet discussing the
computerized risk management
capabilities of Anistics, Alexander
& Alexander Services Inc.'s risk

management subsidiary, is avail-
able from A&A. For a free copy of
the four-color pamphlet, write 768
in the box on the reader service

coupon.

• A brochure descrbing the risk
management services offered by
Fred S. James & Co. Inc. is avail-

able. For a free copy, write 769 in
the box on the reader service cou-

Pon.

• A discussion of hospital risk
management issues is contained
in a booklet published by broker
Johnson & Higgins. For a free copy
of the booklet, write 770 in the box
on the reader service coupon.

• A brochure describing the
risk management services for
health care facilities from John-

son & Higgins discusses profes-
sional liability, workers compensa-
tion, self-insurance and hazardous

substance management. For a free
Continued on facing page
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Continued from facing page
copy, write 771 in the box on the
reader service coupon.

• A flier on the automated pre-
mium audit system is available
from Equifax Services Inc. For a
free copy of the flier, write 772 in
the box on the reader service cou-
pon.

self-insurance services

• A two-page quarterly newslet-
ter on the role of periodic pay-
ments in self-insurance is available
from Settlement Planning Inc.
Topics include legislative changes,
judicial concerns, annuity taxation
and negotiation techniques. A one-
year subscription is free. To order,
write 800 in the box on the reader
service coupon.

• A three-page checklist of con-
siderations for evaluating an au-
tomated claims processing and
medical information manage-
ment system is offered by S.W.
Medical Data Systems Inc. For a
free copy, write 801 in the box on
the reader service coupon.

• "Self-Funding: Concepts
and Practices," a nine-page book-
let discussing the history and the
practice of self-funding, the effects
of ERISA, the role of reinsurance
and claims administration services

requirements, is offered by Univer-
sal Insurance Systems. For a free
copy, write 802 in the box on the
reader service coupon.

• A single-page checklist detail-
ing the benefits of self-adminis-
tration of medical, dental and vi-
sion plans through automation is
available from S.W. Medical Sys-

r

tems Inc. For a free copy, write 803
in the box on t).e reader serv ce
coupon.

• "Self-Insuring: A Practical So-
lution to Rising Health Care Costs,"
a four-page brochure highlighting
che benefits of a self-funded

health care plan, is offered oy
Employee Benefit Management
·Corp, For a free copy, write 804 in
:he box on the reader service ccu-
Don.

• "Automated Claims Pro-

cessing and Med.cal Information
Management System," a 24-page
booklet summarizing automated
claims processing for self-in-
sured and self-administered em-
ployer plans, is available from
S.W. Medical Data Systems Inc. For
a free copy, write 805 in the box on
the reader service coupon.

• A two-page reprint outlining
the methods of controlling claim
expenses and payments and the
management reports necessary to
control property/casualty claims is
available from Insurance Manage-
ment Group Inc. For a free copy,
write 806 in the box on the reader
service coupon.

• "Why Self-Administer
Through Automation?" is a four-
Fage report on the advantages of
automated adminstration of self-

insured medical, dental or visicn
plans. The report is offered by S.W.
Medical Data Systems Inc. For a
free copy, write 8(17 in the box cn
the reader service coupon.

• "Measuring Salvage and Su-
brogation Results." a four-page
magazine reprint reporting resulis
of a survey of property/casualty
companies by major line of business
and cost of litigation, is available

from Insurance Management
Group Inc. For a free copy, write
808 in the box on the reader service

couron.

• "Mult.claim System Over-
view," a three-volume series de-
scribing the function of benefit
claims adminstration systems, is
available from Lawson Associates

Inc. For a free copy, write 809 in
the box c n zhe reader service cou-
pon.

• A three-page issue of a Society
of Chartered Property & Casualty
Underwriters' newsletter discuss-
ing current developments and
trends affecting insurance pools
is available from Risk Planning
Group Inc. For a free copy, write
810 in the box on the reader service

coupon.

• A five-page brochure with de-
scriptions of six different alter-
native funding approaches, in-
cluding high-deductible major
medical, contingent discount, mini-
mum premium, cost-plus, stop-loss
and administrative services only
programs is available from Wash-
ington National Insurance Co. For
a free copy, write 811 in the box on
the reader service coupon.

• The services of John East-

ern Co. are outlined in its corporate
brochure. For a free copy, write 812
in :he box on the reader service

coupon.

• Control Data Corp.'s claims
processing and administration
services are described in the "Ben-
efit Services" division guide. For a
free copy, write 813 in the box on
the reader service coupon.

• "SIS. Loss-Control Serv-

Continued on net page

66very measure must contain the unmeasurable."
Joe Inng talks about Structured Settlements.

1 I
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New answers for 6 <<
one critical risk , 11 <
management
question:

WHAT IF.
What if fire damage shut down your business for a month?
What if a flood caused every metal in the place to corrode?
What if a coolant in your electrical transformer ignited and filled
the building with PCB-contaminated smoke?
BMS Catastrophe has helped risk managers cope with these and
scores of other loss-reduction problems. For example:
BMS Catastrophe's fire restoration put almost 100 rooms in a his-
toric hotel back in use in just five days. Our corrosion control saved
more than half a million dollars worth of computer and word pro-
cessing equipment for a law firm. And our newest innovation in
large-scale restoration involves the decontamination of a high-rise
office building contaminated bv a toxic chemical during a fire.
When your thoughts turn to "what if?, remember BMS Catastrophe.
We can be on the scene within hours to help you recover from a
catastrophic loss. To find out more about the many ways in which
we can help you, please call our toll-free number today. Ask for the
free brochure "Meeting the Challenge:'

1;iMt;SI;40  rmon
In Texas 817-926-5296 SteamaL
In Canada 519-886-7909 Catastrophe,Inc.

Now your local professional association can hear about the latest in
restoration techniques - first-hand. BMS Catdstrophe provides educa-

tional programs nationwide. Call toll-free today for more information.

TM As a musician and avid concertgoer, Joe
Long knows that the technical aspects
and the emotional aspects of a perfor-
mance are equally important. As one
of our expert negotiators, he knows
that this is also true in a Structured
Settlement.

"The wonderful thing about the
Structured Settlements concept," says
Joe, "is that it represents benefits to all
parties involved. The benefits to the in-
suror are obvious and measurable. But,
the really important benefits are those
that it provides for the injured party or
survivors. These are things you can't
add up: the ongoing income, the secu-
rity-the plan that will permit them to
recover fully over the long term."

"The real heart of the Structured Set-

tlements idea is the realization that you
can't make problems go away simply by
throwing money at them. It takes real
concern to make this concept work,
and I'm proud to be associated with a
company that can do it."

THE
STRUCTURED
SETTLEMENTS
COMPANY™
5757 West Century Boulevard
Los Angeles, California 90045
East Coast Omce: 800-237-6361
West Coast Office: 800-421-2022

In California: 213-642-1999
In Rorida: 813-823-2666

0/ces in: Ds Angeles • San Francisco
St. /Wersbulg • Toronto
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ices" is the title and the topic of a
pamphlet from Self-Insurers Serv-
ice Inc. For a free copy, write 814 in
the box on the reader service cou-

Pon.

• Constitution State Service Co.

outlines its claims, loss-control,
audit and actuarial services in
the "Insurance Services Without
the Insurance" booklet. For a free

copy, write 815 in the box on the
reader service coupon.

• A brochure, "Risk Manage-
ment Service Company," de-
scribes the services of Lindsey &
Newsom. For a free copy, write 816
in the box on the reader service

coupon.

• "What is the Foundation?" is a

booklet that describes third-party
services of Foundation for Medi-

cal Care of Santa Clara County.
Fcr a free copy of the booklet,
write 817 in the box on the reader

service coupon.

• Equifax Services Inc. is offer-
ing a booklet on their risk man-
agement services called "Risk
Management Services Resource
File." For a free copy, write 818 in
the box on the reader service cou-

Pon.

• The claims management
services of Fred S. James & Co.
Inc. are detailed in a booklet. For a

free copy, write 819 in the box on
the reader service coupon.

• A pamphlet outlines RE-
SCOMP, a time-sharing computer
program from the accounting firm
of Ernst & Whinney that analyzes
loss reserves. For a free copy, write
820 in the box on the reader service

ccupon.

• A brochure describes the risk

management capabilities of Sen-
try Insurance Co. and Parker Serv-
ices Inc., a Sentry subsidiary. For a
free copy of the brochure, write 821
in the box on the reader service

coupon.

workers compensation

• "Physician's Guide on Work-
ers Compensation," a three-page
pamphlet outlining the physi-
cian's role in the workers com-

pensation system, is available
from Wausau Insurance Cos. For a

free copy of the pamphlet, write
900 in the box on the reader service

coupon.

• "Working with Your Claim
Representative," a seven-page re-
port from Equifax Services Ine.,
explains the workers compensaticn
claims process from the claim rep-
resentative's point of view and
offers suggestions to improve
claims handling. For a free copy,
write 901 in the box on the reader

service coupon.

• "What Makes Heart Attacks

Compensable?" a two-page essay
explaining the rationale behind
court decisions on the compensa-
bility of heart attacks citing
landmark decisions, is offered by
Equifax Services Inc. For a free
copy, write 902 in the box on the
reader service coupon.

• A six-page reprint from the
Independent Insurance Agents of
Texas' newsletter, The Texas In-
suror, contains a series of articles
examining the pros and cons of
coverage options for Texas em-
ployers who don't have workers

*11*_
RESOURCEINSURANCESERVICES,INC.

UNDERWRITING AGENTS

Excess/Surplus Lines and Reinsurance

Specializing in all forms of

Excess and Surplus Lines insurance
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• Comprehensive General Liability
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• Environmental Impairment Liability
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" Dealing through

Agents & Brokers only"

9494 Southwest Freeway, Suite 400, Houston, Texas 77074
(713) 776-1600 Telex: 792116

TO OBTAIN INFO DATA--USE THIS COUPON

To obtain copies of lit€ rat- re and hfcrmation about products and services listed in this special info section,
simply indicate the key numoers for t-B items you want a id mail to:

business insurance
P.O. Box 321, Glerview 11!inois 60025
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compensation insurance. For a
free copy, write 903 in the box on
the readerservice coupcn.

• "Surveillance and the Right of
Privacy," an eight-page refort out-
lining invasion of privacy, espe-
cially in connection w.th surveil-
lance activity, is available from
Equifax Services Inc. For a free
copy, write 904 in the bo:.: on the
reader service coupon.

• "Workable Solutions,' a bro-

chure from Westcott Corp., de-
scribes funding methods for
workers compensation and set-
tlement cases. For a free copy,
write 905 in the oox on the reader

service coupon.

• The rehabilitation, file re-
views, and medical recovery pro-
file services of The Remedy Co.
are discussed ir. a pamEhlet by the
firm. Fcr a free copy, write 906 in
the box on the reader service cou-

pc n.

* A free folcer of ini ormation is

available from Medata Inc. on its

workers compensation medical
cost-control procedures. For a
free copy wrie 907 in the box on
the reader serv-ce coupon.

• A five-page paper outlines
Equifax Services Inc's surveil-

lance assignments procedures.
For a free copy, write 908 in the
box on the reader service coupon.

• "Exciting News" is the name
of the Kemper Group pamphlet de-
tailing the company's dividend
history on select class and group
workers comp insurance plans.
For a free copy, write 909 in the
box on the reader service coupon.

• The work comp hospital bill
auditing services of Equifax Serv-
ices Inc. are explained in the
"Audit of Hospital Bill Service"
booklet. For a free copy, write 910
in the box on the reader service

coupon. •

Profit-sharing contributions dip
LINCOLNSEIRE, Ill.-Em-

ployer contributims to prcfit-shar-
ing plans dipped slightl> during
1982, according to a survey con-
ducted by an independent consult-
ing firm.

Employer contributions
averaged 8.9% of payroll in 1982,
dcwn from 9.2% in 1981, according
to the survey conducted by Hewitt
Associates of Lincolnshire, Ill., for
the Profit Sharing Council of
America, a national trade and in-
formation association.

During the last five years, aver-
age profit-sharing contributions
have declined gradually, but have
remained with.n 9% to 10% of pay,
the survey reports.

Employer contributions vary by
industry, noted the survey, which
has been conducted annually since
1556.

Ccr.tributions were higher
among wholeele and retail trade
employers, where they averaged
9.4%0fpayroll

Non-durable goods manufactur-

Earn a Professional Designation
in Employee Benefits

become a

Certified Employee Benefit Specialist ICEBS)

· cosponsored by the International Foundation of Employee Benefit
Plans and the VUharton School of tfle University of Penns/lvania

• ten course program

• self-study or formal class options
• exams administered twice a year nationwide

Foi more information contact:

CEBS Department •Intefnetional Foundation of Emp;oyee Benefit Plans
PO Box 69• Brookfield, 2/1 53005 • (414) 786-6700

Please send me the CE 35 Catalog of irfor-nation

Name

Company

Address

City/State/Zip
81-1/84

ing and non-manufacturers showed
the lowest contributions of the

companies surveyed, 8.5% of pay-
roll.

Other industry groupings
showed only slight differences in
average contribution levels: 9.3% of
payroll for finance, insurance and
real estate; 9.1% for durable goods
manufacturers; and 9% for service
industry employers.

As in previous years, smaller
companies tended to contribute
more to profit sharing than larger
companies.

Contributions averaged 9.2% of
payroll among companies with
fewer than 100 employees, com-
pared with 7.8% of payroll among
companies with more than 5,000
employees.

Sixty-two percent of the 515
plans surveyed allowed employee
contributions, up from 61% in 1981.
Of these plans, 86% allowed depos-
its on a voluntary basis; 9% re-
quired a specific deposit and per-
mitted additional voluntary contri-
butions; and 5% allowed only man-
datory contributions.

In addition to making profit-
sharing plan contributions, many
employers also pay the plans'
operating expenses.

The survey reported that 96% of
employers paid for the cost of com-
municating plans to employees,
84% paid audit fees, 80% paid ad-
ministrative costs and 61% paid in-
vestment management fees.

Expenses not fully paid for by
employers can be paid from a trust
fund or partially by employees as a
shared expense with employers.

Copies of the survey can be ob-
tained free by members Of the
Profit Sharing Council of America.
The charge to non-members for the
50-page report is $10. Organizations
can receive survey copies by con-
tacting the Profit Sharing Council
of America, 20 N. Wacker Drive.
Chicago, Ill, 60606.
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IMPACT

In today's fiercely competitive business environment, the
effectiveness of your advertising message depends more than
ever on impact.

Impact like dominant advertising messages ... in the

hard-hitting business publication that serves your market -
Business Insurance.

Impact that lets you hit the mark with the buyers of
your products and services.

So when you take that leap forward in Business Insurance,
you'll land squarely in front of the decision=makers.

Advertise where the leaders are. Where you'11 find the
largest and most influential audience in the risk management
and employee benefits field.

Business Insurance. Where your ads are sure to
go the distance.
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Financial Services

Highlights: ranking of the top 10
claims specialists in the U.S.; overview
of problems facing self-insurers; plus,
BI's annual directory of companies
specializing in property/casualty and
employee benefits claims handling.

Risk Management Services

Benefits: Controlling Costs

Closing Dates

NewYork: 220 East 42nd Street, NY 10017 (212) 210-0133
Chicago: 740 Rush Street, IL 60611 (312) 649-5276
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/nsuring the unusual is business as usua/.

Goodrich names Wesolowski

director of risk management
Deborah Wesolowski, 30, is the

new director of risk management
at The BFGoodrich Co. in Akron,
Ohio. She replaces Spencer J.
Traver, 54, who resigned as assis-
tant treasurer after a 10-year ca-
reer with the company to accept a
position as senior vp with Ameri-
can Risk Management in Cleve-
land. Ms. Wesolowski earned a

bachelor of arts degree at Emory
University in Atlanta and a master
of business administration degree
in risk management from the Uni-
veristy of Georgia in Athens, gra-
duating cum laude. She also has
earned the Associate in Risk Man-

agemenr. designation and is taking
courses leading to the Chartered
Property & Casualty Underwriter
designation. Ms. Wesolowski has
been at Goodrich for five years,
first as risk management analyst,
then administrator-risk manage-
ment and most recently as manager
of corporate risk and insurance.
The current treasurer of the Cleve-

land/Akron Chapter of the Risk &
Insurance Management Society,
Ms. Wesclowski also will assume

Mr. Traver's responsibility as a
member of the national RIMS com-

mittee on continuing education.
***

Sheila Kornbluh, 34, is corpo-
rate vp and risk manager for Selig-

--S-»4«I1 «r- .  \r---
0

i f -1
,

' 3

Specializing in all forms of
life, accident and health
Reinsurance.

FACULTAJIVE/mEATY
Underwriting and loss adjusting
intermediary for LLOYDS of LONDON
for over 30 years.

I Stop Loss for Self-Funded Employee Benefit Rans
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I Catastrophe &cess Treaties

I Special Risks I Admitted Uability

I Aviation Accident I Group Trave i Ufe

John W. Parker, Jr.
Deborah Perna

Samuel W. Douglass, 111
Ralph P. Pillischer
William R. Guckes, Jr.
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comings & goings: buyers

man & Latz Inc. in New York City.
In this new position, Ms. Kornbluh
will direct the company's employee
benefits, property/casualty insur-
ance and risk management pro-
grams. She has been with the com-
pany for eight years, most recently
as risk manager. She received a
bachelor of arts degree from the
State University of New York at
Fredonia, a master of arts degree
from Queens College in Flushing,
N.Y., and is currently pursuing the
Associate in Risk Management des-
ignation, Ms. Kornbluh reports to
Norman Potash, executive vp &
controller.

***

Mark A. DeLillo, 28, is senior

risk management analyst, a new
position at Jack Eckerd Corp. in
Clearwater, Fla. Mr. DeLillo will
coordinate property/casualty
claims, safety and risk manage-
ment analysis. Prior to joining the
company, he served as liability
claims supervisor in the Tampa,
Fla., office of The Travelers Insur-
ance Co. He received a bachelor of

science degree at Geneva College
in Beaver Falls, Pa., the Casualty
Claim Law Associate designation
and is currently pursuing the Asso-
ciate in Risk Management designa-
tion. He reports to Lawrence J.
Babbitt, director of risk manage-
ment.

***

Robert J. Gas, 28, is the new
casualty claims manager for Wal-

green Co. in
Deerfield, Ill.

Prior to joining

was Prop-
**/MA 1//P erty/casualty

claims supervi-
sor at the Chi-

cago office of
The Travelers

A * Insurance Co.
Mr. Gas He received a

bachelor of arts

degree in business administration
at Lewis University in Lockport,
Ill., and is a deputy member of the
Risk & Insurance Management So-
ciety. Mr. Gas reports to Craig
Ames, director of insurance and
risk management.

***

Louis J. Drapeau, 37, is the new
manager of insurance and risk
management for
The Budd Co. in

Troy, Mich. He
replaces Harold
Corbe, who
died. Mr. Dra- ,

peau, who has
been with the

company since
1979 as assistantmanager of in- 
surance and risk Mr. Drapeau
management,
will oversee the property/casualty
programs for the company. He re-
ceived a bachelor's degree from

Continued on facing page
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Western Michigan University in
Kalamazoo, a master of business
administration degree from East-
ern Michigan Univeristy in Ypsi-
lanti and the Associate in Risk

Management designation. Mr. Dra-
peu also serves on the board of
directors of the Detroit Chapter of
the Risk & Insurance Management
Society. Mr. Drapeau reports to
Russell R. Kaczmar, assistant trea-
surer.

***

Daniel W. Houston, 32, is direc-
tor of risk management and insur-

ance for NCR

Corp. in Dayton,
Ohio. In this

new position,
Mr. Houston will

* handle the com-
pany's world-
wide prop-
erty/casualty
and workers

compensation
Mr. Houston risk programs.

He joined the
company in 1979 as insurance ad-
ministrator for domestic risks and

later was named manager of the
department. He received an associ-
ate of science degree in accounting
from Catawba Valley College in
Hickory, N.C. He is also president
of the Dayton & Miami Valley
Chapter of the Risk & Insurance
Management Society. Mr. Houston
reports to N.A. Cocke, treasurer.

**

Meredith Drummond, 40, has
been promoted to property/casu-
alty insurance supervisor at
Howard Johnson Co. in Braintree,
Mass. She was previously senior
secretary for the insurance depart-
ment. Ms. Drummond attended the

Quincy City Hospital School of
Nursing in Quincy, Mass., and has
held several positions in the corpo-
rate risk and insurance department
over the past 17 years. She is a dep-
uty member of the Risk & Insur-
ance Management Society. Ms.
Drummond reports to Jim
Gunther, corporate risk manager.

***

Margaret D. Naku, 28, is assis-
tant director of corporate employee
benefits, a new
position: at
CIBA-Geigy
Corp. in Ards-
ley, N.Y. Ms.Naku will man- ager the com-
pany's qualified
pension, profit-
sharing and
thrift plans. She d .4
joined the em- Ms. Naku

ployee benefits
department in 1981 as a benefit
consultant; prior to that she worked
for AMF Inc. in New York in the

corporate employee benefits de-
partment. She received a bachelor
of arts degree from Fordham Uni-
versity in New York and a doctor
of jurisprudence degree from Pace
University School of Law in Plea-
santville, N.Y. She reports to Mi-
chael Whelan, director of corporate
employee benefits.

Missouri adopts
negligence theory

JEFFERSON CITY, Mo.-Mis-
souri has become the latest state to

adopt the doctrine of comparative
negligence, which apportions dam-
ages in lawsuits among plaintiffs
and defendants based on their rela-

tive percentages of responsibility.
In a decision late last year, the

state Supreme Court adopted
"pure" comparative negligence.
Under this doctrine, a plaintiff can
theoretically recover damages from
a defendant as long as the plaintiff
is less than 100% negligent.

Other states have adopted a
"modified" form of comparative
negligence which bars recovery if
the plaintiff is more than 50% net
ligent. .

Thomas R. Coles, 33, is claims
supervisor for Reveo D.S. Inc. in
Twinsburg, Ohio. It is a new posi-
tion. He is responsible for the ad-
ministration of all claims handled

in-house and through administra-
tors. Mr. Coles joined the company
in 1982 and previously supervised
liability and workers compensation
claims; before that he served in the
claims department of the Akron,
Ohio, office of Liberty Mutual In-
surance Co. He received a bachelor

of arts degree in business adminis-
tration from Westminster College
in New Wilmington, Pa. Mr. Coles
reports to Lawrence J. Bell, assis-
tant vp and risk manager.

Business Insurance would like to Te-

poTt on staff changes in 1/our com-
pany's risk management, safety or
employee benefits department. Just
drop a note to Sallie J. Drury, Staff
Reporter, Business Insurance, 740 N.
Rush St., Chicago, m. 60611, or call
312-649-5352. We would also Zike to

receive photographs.
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You can make it with MONY in Westchester. Where the grass is
greener. And the hours are flexible. And there's plenty of room to grow.

We're moving our Group Operations to our brand new*estchester
office in mid-I984. And if you're experienced in Group Insurance, Pensions
or E.D.P., we'd like you to come with us. We can offer you an attractive salary
and benefits that are hard to match. Like our investment plan, liberal holidays
and vacations, and tuition reEund plan, to name a few

Until our new place is completed,you'll work at MC)NY headquarters
in mid-town Manhattan. If you live in the Westchester area and this temporary
placement increases your commuting costs, well pay the difference,
up tc $][00 a month.

So why not call us at (9Izt) 683-MONY Or send your resume to our
Group Operations Employment Office at 2 Gannett Drive.White Plains,
NYIO6OO. And find out how MC)NY's move up toWestchester could mean
a big move up for you.

MONY in Westchester. It's a nicer place to work.

Mf,NY
THE MUTUAL USE INSURANCE

COMPANY Oc NEW YORK
17.BROCN.

NEW YORK. NEW YORK 100,9MONY is an Affirmative Action Employer.
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Firms rush to set up flexible spending accounts
Contenued from page 1 deductibles, copayments, vision duced Employees may choose to
in flexible spending accounts and orthodontia car€ and depen- 'Flexible spending accounts are enticing in their direct portions of their sources of

"Since I put this plan in lastyear, de nt care costs-ar d legal ex- income to their flexible spending

I've received probably over 300 in- penses simplicity. I see a lot of companies saying they account, called a benefit bank, to

quiries," said Chuck Velure, direc- At the end of the year, an em- pay for health care, dependent care

tor of compensation and benefits at ployee must withdraw unused
are interested in flexible benefits, but saying they and legal expenses Employees can

The Toro Co in Minneapolis funds in cash, w h.ch is added to his will start with an FSA this year,' says Mr. Russo deposit up to $500 per month into
Flexible spending accounts-or or her taxable income since an em- at Metropolitan Life.

the benefit bank

FSAs-are popular because they plcyee may not defer compensation Many companies are enticed by

offer employees a chance to save on from year to year n a flex.ble the simplicity of flexible spending
taxes and are easy for emplo>ers to sfending account accordmg to Sec- accounts and often use them as an

administer And, in some cases, em- ti,n 125 However, the law does credits from year-to-year within payments This way the employee alternative to a full flexible benefit
ployers offering them are finding allow employees ro roll unused dol- the flexible spending account can pay new medical expenses program or as a step toward one
they are saving money, either by lars into a savings p.an that com- Because the tax laws covering through pretax dollars "Flexible spending accounts are
having employees pay with Dretax p.ies with Section 40_(k) of the tax FSAs are so broad, consultants and Or, a flexible spending account enticing in their simplicity," said
dollars for benefits they otherwise code employers expect the federal gov- can be a cost-effective alternative Mr Russo of Metropolitan Life "I
would want their employers to pro- Within these parameters, em- ernment-either through congres- to adding a new benefit, like dental see a lot of companies saying they
vide or through reduced FICA ployers can write their own rules sional action or Treasury Depart- insurance or day care Instead of are interested in flexible benefits,
taxes when employees func their for operating flexible spending ac- ment regulations-to tighten rules receiving the benefit from their but saying they will start with an
accounts through salary reductions counts Each company determines sometime in the future This has employers, employees can use pre- FSA this year "

Flexible spending accounts are h©w the accounts will be funded, caused some employers to be more tax dollars to pay for it That is the plan at Toro

allowed under Section 125 of the w -lich non-taxable benefits will be conservative in the way they struc- An employer interested in more "Our intent was that this would

Internal Revenue Code, which el.gible and how much money may ture FSAs (see story, page 48) long-term health care savings may form the base for moving toward a
allows companies to offer employ- be held in any employee': account The type of FSA a company sets introduce a flexible spending ac- variable or flexible benefit pro-
ees a choice between taxable and And, a compary decides what an up and the rules governing it de- count without passing additional gram down the pike," Mr Velure
non-taxable benefits It is the same emplohee may do with leftover pend on its objectives cost-sharing onto employees but by said
section that governs cafeteria bene- funds at year-end take the cash or For example, an employer in- offering them a financial incentive But, "A flexible spending ac-
fit plans rcll it over into a 401, k) plan. terested in short-term savings may to decrease health care utilization count is not necessarily an entree to

According to the tax law, em- Or, more rarely, a company may use the FSA as a "sweetener" when If the account is funded by em- a full-blown choice plan." said Mr
ployees can use account funds for sharply restrict the account and the company decides to increase ployer contributions, at the end of Bader at Mercer .I think most (em-

non-covered health expenses-1.ke tt us allow employees to roll over health insurance deductibles or co- the year an employee can keep ployers) see it as an excellent op-
what has not been spent on health portunity to help employees save
care expenses on taxes "

Other companies have added Sonne prefer flexible spending
FSAs simply to keep a competitive accounts over a flexible benefit
recruiting edge in their industries plan simply because it is more fea-

Computenzed health plan admmistration Those benefit managers who sible to administer

IFOUR SYSTEM DOESN'T DO
have already set up FSAs praise the "Everybody talked about the caf-
programs' ease and effectiveness dena approach and then every-

"How has lt been, Fantastic'" body talked about the administra-

EVERYTHING WE SAIC WEU EAT IE
said Robert H Rasch, director of tive problems," said Dickinson Col-
personnel at Dickinson College m lege's Mr Rasch "We didn't go in
Carlisle, Pa (the cafeteria plan) direction "

"We considered flexible benefits,

Committing your heal--h claims CIIARUPS BENEFIT "lilli" - Reduce errors and overpay- The FSA program at Dickinson but decided it would be too difficult
processing to a computerized Health plan adm nistrators ments by automatically calculat- has been in place since July 1 It lS to administer," said Howard Gold-

system is a big step differ too muzhforus tc make mgbenefits, mcluding deducti- funded primarily through salary man, chief financial officer for Pa-

The potential rewards are specific promises until we've bles, co-payments, maxlmums, reduction, but the college contrib- percraft Corp in Pittsburgh "We
great But so are the potential looked over Jour present sys- coordination of benefits, etc. utes 10% of an employee's salary to are going to be administering our
pitfalls. Unfortunateli, you can tem But if you re currently - Produce a wealth of analyti- a retirement plan, half of that con- flexible spending account in-

never be sure the system will do processing claims manually or cal reports that show you exact- tribution may be directed to the house" (see related story, page

what it's supposed to mtil yoU with an outdated system, ly where the benefit dollars are flexible spending account 47)

actually use it CHARLIE can do things such as going and how to keep control Dickinson actually offers two ac- Dickinson College and Johnson

But with the new C HARLIETM the following fcr yoi: over costs. counts one that holds money for Controls Inc of Milwaukee are two

system from Benetics, yoi don't - Double or triple the produc- €HARUE: Tim SOUP TO NUTS health care expenses and one for employers that decided to offer

have to decide to keeD it Lntil tivity of your claims examiners SOUITION
other benefits, such as dependent FSAs instead of introducing new

you're satisfied that it del:vers - Eliminate Fractically all the care expenses There is no cap on benefits
CHARLIE is a complete,

everything we promised paperwork you're handling now. the latter, but an employee may "We did not have to purchase a
dedicated package of hardware, only draw from a $200 maximum dental plan or set up a day-care
software, training, and support in the health care account center, which would have been
It's flexible enough to handle "We wanted to be conservative more expensive than the FSA," Mr
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processing efficiency, and finally
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cause of salary reductions) " imum out-of-pocket expense of

"We have had a fairly large $700 We put that $700 in each em-
amount of participation and we are ployee's flexible spending account
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4 employees," said David P Lyle, difficult to convince that this is aA. isenet,cs director of employee benefits for good thing for them
Jones & Laughlin Steel Corp in "

We make business work better
We had known for some time

Pittsburgh, whose program has we wanted to get employees in-Benetics Corporation
335 East Middlefield Road, Dept BI been in place since Oct. 1 volved in health care costs," he
Mountain View. CA 94043 Jones & Laughlin employees are continued "And, we watched other
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(800) 233-7766 given "sources of income," mean- companies demand deductibles and
m Calif. (415) 940-6300

ing a regular salary plus a supple- copayments at the bargaining table
© 1983 Benelics Corporation mental salary that was created and fail We saw that we

when flexible benefits were intro- Continued on next page



Continued from previous page
would have to develop a strategy
that would make sense to the em-

ployee. The reimbursement ac-
count was that strategy."

Armco Inc., which also has union
participation in its flexible spend-
ing account, similarly used an FSA
to sweeten the effect of a new med-
ical plan with deductibles and co-
payments.

"All in all, I think the flexible
fund was certainly a critical ele-
ment in the success of our pro-
gram," said Albert C. Worrell,
manager of employee benefits.
"Paying for medical expenses on a
pretax basis is one of the biggest
factors that allowed us to put in a
comprehensive medical program
and have short-term and long-term
cost savings."

Some employers say that flexible
spending accounts are not true
cost-containment devices, but they
say they can help control long-term
health care cost escalation.

"For the first time the employee
will be involved in the costs," said
Mr. Goldman of Papercraft Corp.
"I think they are going co start
questioning the type of care they
are getting; they are going to want
to review bills and charges.

"It's healthy for employees to be-
come consumers in the medical
community the way they shop in
supermarkets and look at prices,"
he continued. "Maybe it will have
an effect on the medical commu-
nity. And, ultimately, maybe flexi-
ble spending accounts will help de-
crease utilization, and that will
bring prices down."

Chemical New York Corp. and
The St. Paul Cos. Inc. of St. Paul,
Minn., are using flexible spending
accounts to keep their benefits pro-
gram in tune with the changing
workforce and to remain competi-
tive with others in their industries.

"We noted the changing demo-
grahics of the workforce." said
Elenita Bader, vp and benefits
manager of Chemical Bank, a divi-
sion of Chemical New York Corp.
"A flexible spending account,
which we put in place with a
high/low-option medical plan,
gave us flexibility that the two-in-
come family and the single parent
needs."

Chemical Bank set up a flexible
spending account and deposited
$300 for each employee with a year
of service or more. Employees also
can allocate profit-sharing distribu-
tions for use in the FSA, but other-
wise do not contribute through sal-
ary reductions.

"Our achievements are that we

now have the flexibility to respond
to changing demographics in a
cost-effective manner," Ms. Bader
said. "And, we are a leader in the
industry."

"Looking at our benefits pro-
gram, we decided that if we are
going to stay competitive, we are
going to have to find another way
to introduce cost sharing than just
to keep raising deductibles and co-
payments," said Carol L. Beatty,
compensation administrator of The
St. Paul Cos.

St. Paul implemented a total
flexible benefits program, with a
flexible spending account to fund
uncovered medical, legal and de-
pendent care expenses. Both em-
ployer money and employee salary
reductions fund the account. Caps
on amounts are assigned to employ-
ees based on income and length of
service with the company.

With all these advantages that
flexible spending accounts have to
offer, observers say FSAs will exist
in some form for a long time.

"Flexible spending accounts are
very hot now, but I think the inter-
est in them is really only begin-
ning," said Mr. Russo of Metropoli-
tan Life. "Some say this may mean
the death knell of broad flexible
benefits programs, but I see them as
a stepping stone to even more flexi-
ble benefits. I think both (FSAs and
broader flexible benefit programs)
will grow in time." i
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Some find administering FSAs in-house feasible
Whether a company administers its flexible spending account in-

house or contracts with an outside source depends on a company's com-
puter system capabilities and the complexity of the plan.

Some companies found that in-house administration required few
changes.

"We administer our program totally in-house," said Chuck Velure,
director of compensation and benefits for The Toro Co. in Minneapolis.
"We have a Wang payroll system, and we had two payroll clerks pro-
gram it completely. We didn't have to add any people, and it really
hasn't taken that much additional time."

For others, in-house administration proved a more ambitious task.
"We administer our program in-house, and it's going better than we

anticipated," said Elenita Bader, vp and benefits manager for Chemical
New York Corp. in New York. "We have a big enough (15,000) popula-
tion to justify doing it in-house.

"We did have a special system put in and added five people. Yes,
there is some additional cost but it's less costly than it would have been
if we asked someone outside to do it."

"We administer our plan in-house, and setting up the system was a
major undertaking," said Albert C. Worrell, manager of employee ben-
efits at Armco Inc. in Middleton, Ohio. "We looked at systems that were
available outside, and what it really came down to is that we have a lot

of locations scattered throughout the country and it just wasn't cost-ef-
fective for us to contract out.

"So, we've added five to 10 systems people since the summer; it was a
lot of work.

"My advise to other employers," he said, "is to allow plenty of time to
get your system's work done."

But, setting up a payroll system to accommodate pretax dollars or
handling medical claims are things some companies prefer to avoid.
Those companies prefer to have an outside firm administer their FSAs.

"We rejected in-house administration because we wanted to make it
easier on employees," said David P. Lyle, director of employee benefits
for Jones & Laughlin Steel Corp. in Pittsburgh. "Now, they only have
to send in a claim form once and Metropolitan (Life Insurance Co.)
determines whether it will be paid for through our health plan or the
benefits bank.

"And it's easier for me," he continued. "I don't have to hire any
people. It's a very quick thing for Metropolitan to do."

"I don't want to get in the hassle of claims," said Dick Wardrop,
general manager of compensation and benefits for Aluminum Co. of
America in Pittsburgh. "We have a plan administrator. It's easier that
way, and we wanted to make this plan as simple as possible at the
outset."
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Most expect changes in rules governing accounts
By SALLIE J. DRURY

Most employers and benefit con-
sultants expect Congress to hand
down tax legislation restricting
flexible spending accounts.

But most argue that any changes
in Section 125 of the Internal Reve-

nue Code governing FSAs and
flexible benefit plans are at least a
year away.

Still, those who are forging
ahead with flexible spending ac-
counts are girding themselves in
anticipation of regulatory changes.

"Many believe we are operating
in an area of uncertainty," said
Theresa B. Stuchiner, a partner at
consultant Kwasha Lipton in Fort
Lee, N.J.

"If we are operating in an area of
uncertainty, we need to lean on the
conservative side."

'We told our employees that all the laws aren't
there yet. There is some concern among them
that the government will change the laws and

their flexible benefits will have to be taken away,'
said St. Paul's Carol Beatty.

Other benefit observers agree.
"Section 125 legislation is open to

conjecture, and that is construed as
a drawback by some clients," said
Tom Russo, director of flexible
benefits for Metropolitan Life In-
suranee Co. in New York. "Our ap-
proach is that if you are going to
(offer an FSA), at least cover your-
self by being prudent.

"Make sure you keep accurate
records and require documentation

for claims."

Many businesses are taking this
conservative approach. They be-
lieve a prudently designed plan
will be in keeping with whatever
new rules Congress may impose.

Some expect that when and if
new regulations do come, a cap will
be placed on the amount that can
be held in a flexible spending ac-
count. Thus, some design their
plans with maximum contributions

-by company or employee-to the
FSA.

"Legislative uncertainties tave
caused us to take a conservadve

point of view," said Frank M.
Sterner, vp of human resource
management and strategic plan-
ning for Johnson Controls Ine. in
Milwaukee.

"Employees can contribute from
$50 to $400 per month into their ae-
count," he noted.

"We feel it's important t: be
fairly conservative, so when regu-
lations do come down we will be

within the parameters of what they
will be," said Chuck Velure of The
Toro Co. "We had a $1,200 maxi-
mum last year and we goir.g to
raise it to $2,400 in 1984."

"Voluntary employee contribu-
tions (to the flexible spending ac-
count) are based on profit-(sharing)
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awards or, for employees who have
worked for us only one to three
years, based on a special allocation
of 2% of salary," said Elenita Bader,
vp and benefits manager for Chem-
ical New York Corp., holding com-
pany for Chemical Bank in New
York. "We limit contributions to

50% of profit-sharing or all of the
special allocation."

Others are conservative in what

they allow FSA funds to be used
for.

Although now it is possible to use
FSA funds for non-insured medical

expenses such as premiums, de-
ductibles or copayments; other
medical benefits not insured, such
as vision or dental care; dependent
care; group life insurance; a com-
pany savings plan; group legal in-
surance; or buying vacation days,
many companies believe an FSA is
simpler to administer and more
likely to comply with any coming
regulations if an employee's eligi-
ble expenses are limited.

"We wanted to start with a very
simple program," said Dick War-
drop, general manager of compen-
sation and benefits at Aluminum

Co. of America in Pittsburgh. "We
do not have an employee contribu-
tion feature. The company puts
$700 into an employee benefit secu-
rity fund, which can be used to pay
for the (medical) deductible and co-
payment features we added when
we revised our benefit plan."

"Our employees can use the
(flexible spending account) to pay
for health care expenses not cov-
ered by our present medical insur-
ance or child care. We decided to

limit the choices initially to get
some experience," Mr. Sterner said.

The FSA at Papercraft Corp. in
Pittsburgh "can be applied only to
medical expenses," said Howard
Goldman, chief financial officer.

Still others are concerned that

the government may revoke Sec-
tion 125 plans altogether. These
employers include a disclaimer in
employee communications, telling
employees that government regula-
tions are not final but that the plans
are "legal" at this point.

"We told our employees that all
the laws aren't there yet," said
Carol Beatty, compensation admin-
istrator for The St. Paul Cos. Inc.

"There is some concern among
them that the government will
change the laws and their flexible
benefits will have to be taken

away."
Yet despite the uncertainty of

legislation, even those companies
favoring a conservative approach
strongly believe other employers
should not hesitate to implement
flexible spending accounts.

"My advice to other employers is:
Do it. Don't waste any time," said
Robert H. Rasch, director of per-
sonnel at Dickinson College in Car-
lisle, Pa.

"It's a benefit available now to

employees and we have some obli-
gation to provide it to them," Mr.
Sterner said. "Strategically, it's also
better not to wait on regulations.

"The logic is this: Employees are
the constituents (of congressmen
who would approve regulations).
The longer these plans are permit-
ted, the harder it will be to take
them away."

Even if the ability to offer em-
ployees a choice between taxable
and non-taxable benefits is elimi-

nated altogether, one benefit man-
ager believes he must seize the op-
portunity while he can.

"There's almost no reason why
you shouldn't implement this
plan," said David P. Lyle, director
of employee benefits at Jones &
Laughlin Steel Corp. in Pittsburgh.
"The (uncertainty of) regulations
doesn't bother me in the least. If

they change, we will change. We
are giving our employees the bene-
fit while we can."



Good communication is key
to successful FSA program

By SALLIE J. DRURY

The key to starting a successful
flexible spending account program
is well-executed communications,
benefit managers with FSAs and
consultants agree.

"The FSA is a whole new con-
cept people aren't familiar with at
all," said John C. Hickey, a partner
at consultant Kwasha Lipton of
Fort Lee, N.J. "Communications
plays a very important role.

"Anything to do with taxes gets
complicated," he continued. "And
anything involving salary reduc-
tion means people are going to have
to make some pretty important de-
cisions. You need active communi-
cations."

"Communications is vital. I can't
emphasis that enough," said Carol
L. Beatty, compensation adminis-
trator of The St. Paul Cos. Inc. in
St. Paul, Minn.

"My advice to another employer
(starting an FSA) is to make sure
you have as comprehensive a com-
munications program as possible,"
said David P. Lyle, director of em-
ployee benefits at Jones & Laugh-
lin Steel Corp. in Pittsburgh.

"Our biggest hurdle (in introduc-
ing the FSA) was education," said
Howard Goldman of Papercraft
Corp. in Pittsburgh. "We felt com-
munications is extremely impor-
tant in this type of program; em-
ployees don't fully understand it
from the start. It's a totally new
concept for them unless they are
really aware of the tax laws."

"The key is the communica-
tions," said Chuck Velure, director
of compensation & benefits for The
Toro Co. in Minneapolis, "because
you're introducing a new concept
of salary reduction."

Some of the benefit managers
advised other employers to concen-
trate on specific aspects of a com-
munications program.

"It's very important for the com-
munications to be effective and to
hold small group meetings so em-
ployees can ask questions," Mr. Ve-
lure said.

"Make sure your meeting leaders
look good," Mr. Lyle said. "You
have to make them instant experts
on the plan, so devote an extensive
effort to training them. Make them
knowledgeable."

Another company recommended
a slow buildup of information
rather than splash and fanfare.

"One of the consultants recom-
mended thar we not put out any
communications until we were in
the enrollment process," said Al-
bert C. Worrell, manager of em-
ployee benefits at Armeo Inc. in
Middleton, Ohio.

But, Armco did some pretesting
and found that its employees knew
something was brewing with their
benefits. Because they did not un-
derstand the benefits, the employ-
ees were hostile to change.

"So, instead, we put out 'Bene-
facts' sheets on each aspect of our
new program. Then we showed the
audiovisual and had enrollment,"
he said. "At that point, employees
understood the program and were
receptive to it."

Since most FSAs ask employees
to make salary reduction decisions,
understanding salary reduction is a
primary objective of any FSA com-
munications. And, different em-
ployees bring different levels of
awareness to this concept.

"Communications depends on
your workforce," said Dale Gif-
ford, partner at consultants Hewitt
Associates in Lincolnshire, Ill,
"Part of it depends on whether you
have already introduced a 401(k)
program. "If you have, employees
have already picked up a 10: of
principles and it will streamline the
process."

Time is an important considera-

tion for benefit managers planning
to communicate a flexible spending
account program. In fact, a com-
pany should carefully assess its re-
sources before embarking on the
venture.

"I think communications has a

great deal to do with the success of
your program," said Frank M.
Sterner, vp of human resources for
Johnson Controls Inc. in Milwau-
kee.

"A company has to really ask it-
self, 'Are we willing to invest the
time, effort and resources needed
to communicate (the FSA) clearly
and effectively?' I have talked to
some companies that felt it was too
much for them," he said.

"I don't think it's too much for
most companies, but it is an impor-
tant issue to face."
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$630 Sue Mcore, Risk Research Gralp, Bridge PRIMA, 1120 GSt NW,Suite 707 Washington erty Conservation carse in Long Grove, Ill, nar in Atlanta. sponsored by the International
FEB 13-15 International Foundation ol Em- House,.81 Queen Vic ona St . Loncon EC 4v DC 20005,202 737-7556 sions=red by Kempe- G-oup, $4(0 Also May 741 Loss Control Institute, $625 Richard Jump, Inter-

ploye€ Benefit Plans 1984 Trustees and Ad- 4DD, 01-2:6-2.75, ext 25, tele,8811536 nd Oct H WP Tio-nas Jr, Marager of Engi- national Loss Control Institute,PO Box 345, Lo-
ministrators institute in Orlando, Fla $42£ Also MARCH 12-16 Fundamentals of Modern -een-g Raasearch aid Staff Dewelipment, HPR ganville, Ga 30249, 800-544-6001, 404-466-6001
May 1+16 in Las Vegas, Nev.July 2345 in Mon- FEB 25-MARCH 3 Western Aasn of ln.ur Safety Manafement sem nar ir Atlanta. spon- Ceve ipment: Kemper Group, 6 -1. Long Grove,
terey, Calif. Aug 1345 n McAfee, N 3 -Oublic ance Broicera Third Ainual Winter Conference sored by the International Loss Control Instate. {Il 60049 APRIL 12-14 1984 Employee Benefits Commu-

Relations Department, IFEBP, PO Bix 69, in Snowmass, Colo,$125 Sue Farbef, W-steri $625 Richard Jump, International Loss Con-rot nications institute m Miami, sponsored by the In-

Brookheld, Wis 53005, 414-786-6700 Assn of I,surance Brokers, :35 Montgomery St, Ins itute, PO Box 345, Loganville, Ga 30249. FOO- MARCH 15-23 Industrial Ventilation course in ternational Foundation of Employee Benefit
Plans, $420 for members, $495 for non-members
IFEBP, 18700 W Bluemound Road, P O Box 69,
Brookfield, Wis 53005, 414-786-6700

MAY 1619 Fourth Third World Insurance

Congress in Casablanea, Morocco, sponsored by
the Assn of Insurers of Developing Countries,
$274 for members or delegates, $550 for others

a
John D Thomas, John David Thomas Inc, 401 E
80th St, Suite 1OF, New York, N Y 10021, 212-
570-2338

1 , SEPT 1749 Fundamentals of Industrial Ex-
1-

1 haust Ventilation course m Long Grove, Ill,
sponsored by National Loss Control Service Corp,

-4= P - $400, group discounts available John Garts, Na-
-- tional Loss Control Service Corp, Long Grove, Ill

60049, 312-540-2026

d SEPT 24-26 Highly Protected Risk Valuation
seminar in Long Grove, Ill. sponsored by Kemper
Group, $300 W P Thomas Jr, Manager of Eng,-
neering Reasearch and Staff Development, HPR
Development, Kemper Group, A-1, Long Grove,
Ill 60049
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Bermuda may alter
license regulations

I ''.4 HAMILTON, Bermuda-Cap-
1. 4.. tlveS ln Bermuda that want to do

more than underwrite insurance
II> may have to secure separate 11-

r

censes for other activities

Captives wanting to engage in
t>-

V.Y.
.. underwriting management and

brokerage will soon have to form a444* 0 .':. ..

./: :.* separate company for each activity,
:: _ 24.1.r.:* says the Bermuda Monetary Au-

.

'.:I./I .4. ,
thority, the semiautonomous gov-

r- ernment body that monitors new
incorporations and applies foreign
exchange controls

Ministry of Finance Permanent

\\ 46$4'tr:.
Secretary Mansfield Brock how-
ever, said recently, "We will hold

..3 ,%:ii:t, 3. P, 2 *:J: fi ' t4 3: '* off until full consultations have

taken place with the industry and
will go ahead with it unless there lS
strong disagreement "

Although the BMA has been un-

5 j-O 0 *flkof> Elj i fraD'TFOOATI/1.A £.2- officially applying a single registra-
tion policy on companies formed

2 Z* since December 1980, captives 11-
.

censed before that time may well
t

. 4, IE
; 9...

have in their bylaws the provision
I -

.. ..0
for multiple activities Under cur-

/ rent rules, those companies have
.. .. 0 U been able to simply register as a

broker or manager in addition to as
0 . 0. .

. ..

an insurer

If the BMA rule goes through,
.. 0 . .. ...

captives with provisions in their
bylaws that allow them to act as

. ..0. .
A .

managers as well as brokers will

A :. . . ..
have to decide whether they want

... to conduct those activites and regis-
.... ter separate companies

When this new rule will take ef-
.

. feet is unclear A Feb 1 deadline

a .. . .... : for the new rule was postponed in
response to complaints from the

.. market that there had been too lit-

tle notice of the change
There is still concern among

. ...... managers and lawyers about com-
pliance with this new rule because
the logistics of changing the com-
panies' current bylaws could be
curnbersorne
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Public pension plans improve funding: Study
By JERRY GEISEL

WASHINGTON-State and local

public retirement plans are im-
proving their funding, statistics
show.

In 1982, state and local retire-
ment plans had $245.25 billion in
assets and paid out $15.68 billion in
benefits. That works out to a ratio

of $15.64 in assets for every $1 in
benefits paid out, according to an
analysis of U.S. Census Bureau
Data by the Employee Benefit Re-
search Institute.

In 1977, public pension plans
maintained $123.5 billion in assets
and paid out $8.5 billion in benefits
for an asset to benefit ratio of 14.5-
to-1.

"The new census of governments
suggests that state and local retire-
ment plans have increased their
assets and strengthened their fund-
ing in the past five years," said
Emily Andrews, a research associ-
ate at the EBRI, a Washington-
based benefits think tank.

The EBRI, in its analysis of Cen-
sus Bureau data, also found:

• The number of advance-

funded public retirement plans, ex-
cluding certain teacher plans,
dropped to 2,559 last year, com-
pared with 3,075 in 1977.

That decrease was largely the re-
sult of the consolidation of local
plans with state-administered sys-
tems in Colorado, Oklahoma,
Pennsylvania and Wisconsin, the
institute said.

• In 1982, there were 3.5 active
participants for every retiree in
state and local retirement plans,
compared with a ratio of 4.5 active
plan participants per retiree in
1977.

• Between 1977 and 1982, the
number of active plan participants
rose to 10.1 million from 9.7 mil-

lion, while the number of retirees
covered by public retirement plans
increased to 2.9 million from 2.2
million.

• Excluding the federal govern-
ment's giant pension programs,
state-administered plans account
for 87% of public plan participants,
79% of total assets and 73% of bene-

fits paid out.

Social Security
The Social Security program

continues to pay more out in bene-
fits than it is collecting in payroll
taxes.

In 1982, the most recent year that
complete statistics are available,
the nation's 35.8 million Social Se-

curity beneficiaries collected $156.1
billion from the program. That's
$10.5 billion more than $145.6
billion that employers, employees
and the self-employed paid in
FICA taxes, according to statistics
analyzed by the American Council
of Life Insurance, an industry trade
group.

The ACM also reports in its 1983
update of "Pension Facts" that at
the end of 1982, some 147.8 million
persons had worked long enough to
be entitled to a Social Security ben-
efit when they retire.

In 1981, 144.5 million people
were assured a Social Security ben-
efit.

In addition, according to the
ACLI, some 30.5 million persons
were enrolled in pension plans ad-
ministered by life insurance com-
panies in 1982, up from 27.9 million
in 1981.

Free single copies of the 1983 up-
date of "Pension Facts" are avail-

able from the ACLI, Department
507, 1850 K St. N.W., Washington,
D.C. 20006.

Misused assets

The Labor Department says last
year it recovered more than $13
million in employee benefit assets

washington

that had been misused.
Plan assets are recovered when

the Labor Department requires
plan officials, either through litiga-
tion or voluntary compliance, to re-
turn assets that were imprudently
used.

The department said it closed
2,241 civil investigations last year
involving possible misuse of em-
ployee benefit plan funds.

OSHA inspections
Federal safety officials inspected

68,577 worksites in fiscal 1983,8%
more than the previous record set
in fiscal 1980, the Occupational
Safety and Health Administration

says.

"We are on track for making the
American workplace even safer
and more healthful in the coming
years through our enforcement ef-
forts targeted at high-hazard
worksites. . . ," said OSHA chief
Thorne G. Auchter.

In fiscal 1983, employers con-
tested 3% of all citations OSHA is-

sued for violations of federal safety
and health rules, compared with
21% in fiscal 1980.

Mr. Auchter noted the time

saved by the decreased contested
citations was equal to the work of
30 additional inspectors.

Meanwhile, in another develop-
ment, OSHA will hold a public

meeting in Washington on Feb. 8 to
hear testimony on proposed revi-
sions of rules limiting worker ex-
posure to the chemical ethylene di-
bromide.

Workplace exposure to EDB-a
colorless, non-flammable liquid
used in the blending of leaded gaso-
line and the manufacture of pesti-
cides-has been linked to cancer

and reproductive damage.
Last year, OSHA proposed

lowering the maximum worker ex-
posure limit over an eight-hour day
from 20 parts of EDB per million
parts (ppm) of air to 0.1 ppm.

After issuing the proposal, OSHA
received requests from the Interna-
tional Brotherhood of Teamsters

and the Food and Beverage Trade
Department of the AFL-CIO to
conduct hearings.

The hearing will begin at 9:30

a.m. in Room N-3437 C and D at the

Labor Department Building, 200
Constitution Ave. N.W.

OSHA estimates that about 56,000
workers around the nation are ex-

posed to EDB. .
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Risk offire or risk of extinguishment?
When fire breaks out in a computer room, automated
production line or process control room, the act of extin-
guishing the fire may cause more of a business interruption
than the fire itself.

Water sprinkler systems are fine for structural protec-
tion. . .but by design, they don't activate until the heat
buildup has already destroyed delicate tapes, records and
electronic equipment. When you factor clean-up operations
in the cost, it's easy to see why these critical facilities
require a different type of fire protection.

The solution? Ansul Halon 1301 Systems. Fast, clean safe,
automatic. . .and cost effective. Write for our booklet,
"Facts About Protecting Electronic Equipment Against
Fire." Ansul, Box B, Marinette, WI 54143. Or call
(715) 735-7411.

ANSUL HALON SYSTEMS
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P&1 club sued for $1.5 million
By ROGER SCOTTON

HAMILTON, Bermuda-
Oceanus Mutual Underwriting
Assn. (Bermuda) Ltd., a protection
and indemnity insurance club here
run by John Laing Management
(Bermuda) Ltd., is being sued for
$1.5 million by three of its smaller
creditors, one of which has peti-
tioned for the P&I club to be

wound up.
The Colombian National Ship-

ping Co., Flota Mercante Gran, Co-
lombia S.A., has filed an action
along with its New York-based
agent John F. Curry for $625,000.
Flota also has applied to the Su-
preme Court in Bermuda to have
Oceanus wound up, a petition the
court may hear later this month.

Another action is by Intersure
International Brokers Ltd., agents
for Royal Cruise Line Ltd., seeking
$77,000. The third action, by Lon-
don brokers R.T.C. Ltd., is the big-
gest of the three for $738,000.

The Bermuda government is re-
viewing what steps it can take to
protect Oceanus' existing assets,
which are not publicly known.

The government already has told
Oceanus it is considering invoking
Section 32 of the 1978 Insurance

Act-a rarely used section which
among other things empowers the

We Specialize In

MARIHE
INSURAICE
And in The Reliable Underwriting of a
Wide Variety of Risks. We're not the largest
marine insurance company, but big doesn't
necessarily mean best. And as the service
record shows, our reputation for reliability
and innovation is unrivalled. Our clients include

small fishing boat operators as well as large
multi-national corporations. Whoever they
are, whatever their risks, all receive the same
personalized attention and share the benefits
of fair, competitive rates and comprehensive
protection. If you are in a business requiring
underwriting of marine related risks, please
give us a call. You won't be sorry.

....

We offer onshore as well as offshore

coverage to the oil and natural gas drillng
industries for rig physical damage, cost of
control, loss of earnings, seepage and
pollution, drilling and re-drilling and
comprehensive general liability.

Call or write for a copy of our brochure-
Continental Underwriters, Ltd., "Who We Are,
What We Can Do For You."

Continental

Undetwriters, Ltd.
419 Decatur St.

New Orleans, LA. 70130
Telephone (504) 581-7493
Telex: 58-318 • 266052 CULTDi
Correspondents at Lloyds of London

Minister of Finance to freeze the

company's activities.
Latest available figures for the

insurer show 1981 gross premiums
of $48.3 million.

Oceanus released a statement late

last month that said, "The action of
certain members who have delayed
payment of calls or tried to set off
unagreed amounts has led to
Oceanus' very recent decision to
arrest ships where delay in paying
has been placing an unfair burden
on the other members and third

parties. This new step coupled with
a policy of rigorous examination of
new risks before acceptance is
designed to maintain the club's
unique position as the major ship-
owners P&I club offering cover in
competition with the international
group of P&I clubs."

The Oceanus release continued,

"Despite increased pressure on its

resources, caused by the continuing
delay in settling claims by certain
reinsurers, headed by the Chegaray
Group, Oceanus continues to be
supported by its members and by
third parties who have shown great
understanding and forebearance."

Chegaray Group is a French re-
insurance agency.

A statement issued by Laing
(Bermuda) on Dec. 22 said: "Repre-
sentatives of the club have recently
met with the Registrar of Com-
panies, as the representative of the
Minister of Finance, to report to
her the club's current position and
to arrange to update her periodi-
cally on the results of the club's
present actions".

In November, Oceanus was

taken off the list of insurers accept-
able to the U.S. Coast Guard to un-

derwrite pollution liability insur-
ance for tankers (BI, Nov. 21). .

Disputes could harm business
NEW YORK-Twelve of the

world's 171 territorial disputes are
likely to expand to such an extent
in the next two years that they
could hinder international busi-

ness, according to a study by a po-
litical risk consulting firm.

Among the trouble spots around
that world that Frost & Sullivan

Inc. gives more than a 50% chance
of violently erupting during the
next 24 months are:

• The Falkland Islands dispute
between the United Kingdom and
Argentina.

• The border dispute between
Nicaragua and Honduras.

• The dispute in the western Sa-
hara involving Morocco, Algeria
and Mauritania.

• The 4-year-old border war be-
tween Iran and Iraq.

• The dispute over the Shatt-al-
Arab waterway, also between Iran
and Iraq, that has already cost in-
surers millions of dollars in marine
claims.

• The conflict between Israel

and Syria.
• The ongoing conflict in Leba-

non.

• The border conflict between

South Africa and Mozambique.
• The struggle in Namibia be-

tween South Africa and Angola.
• The Libyan invasion of Chad.
• The border conflict between

Libya and the Sudan.
• The border skirmishes be-

tween China and Vietnam. .

-DAR
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Reinsurer seeks damages of $49.5 million
Continued from page 2
proper exercise of underwriting
judgment by Universal Marine in
reinsurance agreements with
Cherokee for 1980, 1981 and 1982.

• Beacon, Cherokee and New
Orleans Reinsurers charged com-
missions and underwriting fees
that exceeded normal levels by a
significant percentage.

• Withheld and concealed the

fact that Beacon and/or Mr. Porter-

main owned the Toomey agency.
• Maintained loss reserves at in-

adequate levels to induce Universal
Marine to renew its reinsurance

agreements with Cherokee.
• Withheld the fact that Beacon

was purchasing excess-of-loss rein-
surance from undisclosed rein-

surers and passing on a portion of
the cost at an improper rate to
Cherokee and, therefore, to Uni-
versal Marine.

• Worked in concert and en-

gaged in racketeering by executing
a scheme to defraud Universal Ma-
rine.

• Committed wire and mail

fraud while executing this scheme.

The suit seeks to caneel out-

standing reinsurance agreements
among Universal Marine, Chero-
kee and Beacon; to enjoin Beacon's
and Cherokee's banks from pre-
venting Universal Marine from
tapping letters of credit posted by
the defendants; and to prevent
Beacon and Cherokee from tapping
letters of credit posted by Universal
Marine.

The suit also seeks an estimated

$16.5 million in total damages
which, under the federal Crimes
and Criminal Procedures statute,
may be trebled to a total of $49.5
million.

But, an attorney for Wilkesville,
Tenn.,-based Beacon vigorously de-
nied the allegations. She said that
because Beacon believes that the

allegations were made in bad faith
and without a factual basis, Beacon
will counterclaim for attorneys'
fees, court costs and any resulting
damages.

Beacon's attorney, Katherine
D. Woodruff of the Dallas law firm

of Condos, Shafer, Poynor, Beggs &
Woodruff P.A., also told Business
Insurance that Universal Marine's
attempt to use federal criminal stat-
utes as a cause of action was a "last-

ditch" effort by the reinsurer to
avoid the financial drain of the
claims.

The Universal Marine lawsuit,
she says, is linked to a recent deci-
sion by the Bank of Nova Scotia to
not renew a letter of credit issued
to Universal Marine that secured

its financial obligations to Chero-
kee.

Ms. Woodruff contends that Uni-

versal Marine anticipated that
Cherokee would tap that letter of
credit to cover Universal Marine's

reinsurance obligations to Chero-
kee. Therefore, she says, Universal
Marine sought and received a re-
straining order late last year that
prevented the Bank of Nova Scotia
from releasing funds under the let-
ter of credit.

Ms. Woodruff confirmed that

during the years 1979 to 1982, Bea-
con was reinsured by Cherokee
under an agreement that called for
Cherokee to accept 50% of the first
$100,000 of all risks underwritten
by Beacon.

She also confirmed that Beacon
was aware that Cherokee was rein-

sured by Universal Marine.
However, Ms. Woodruff said that

the reinsurance agreement covered
all risks underwritten by Beacon,
not just those produced by B.F.G
Toomey Associates, the London
agency that was owned in part by
Beacon President Mr. Portermain

and managed by another defen-
dant, Barry Toomey.

Moreover, Ms. Woodruff claims
that, at all pertinent times, princi-
pals and representatives of Chero-
kee were aware of the types of
business Beacon was underwriting,
primarily through Cherokee's
managing general agency, New Or-
leans Reinsurers, and its president,
Mr. Schirmer.

Beacon contends that Cherokee's

reinsurance agreement with Uni-
versal Marine was irrelevant to

Beacon's own underwriting and its
reinsurance relationship with
Cherokee, Ms. Woodruff said.

She also noted that New Orleans

Reinsurers had been a subsidiary of
Ingram Corp., which also owns
Universal Marine, during the years
referred to in the suit. Ingram sold
New Orleans Reinsurers to Presi-

dent Schirmer, who later sold 80%
of the company to Beacon in 1983.

She says she believes that New
Orleans Reinsurers made Universal

Marine management aware of Bea-
con's business.

Fred Kitchens, chief executive
officer of Cherokee, confirmed Ms.
Woodruff's understanding of the
reinsurance structure but told Busi-
ness Insurance that Beacon's risks

had always been intended to go to
Universal Marine.

"I'm completely surprised by
the complaint," he said. "Several
years ago, about 1977, we were ap-
proached by Ingram Corp. to do
them a favor-front for reinsur-

ance business produced by New
Orleans Reinsurers so that it could

be placed offshore in Universal
Marine.

"The Ingram organization struc-
tured the deal at both ends, so I am

sure they knew exactly what risks
were flowing through."

Mr. Kitchens said Cherokee was

a very small part of the conduit, re-
taining only about 5% of the risks
produced by New Orleans Rein-
surers.

Cherokee staff counsel is now

studying the complaint, Mr. Kitch-
ens added, but pending outcome of
the lawsuit, Cherokee sought and
received a restraining order pre-
venting Beacon from withdrawing
from letters of credit Cherokee had

posted to secure its financial obliga-
tions to Beacon.

Universal Marine's attorney Sol
Kroll of the New York law firm

Kroll,Pomerantz & Cameron,
would not comment further on the
lawsuit.

Ms. Woodruff also commented

on an affidavit filed by Universal

one of the ABC PLBUSHING 0 OVER 35 YEARS

Marine officers as part of the court
proceedings. The affidavit refers to
Beacon's and Toomey's reinsurance
agreements that preceded the 1982
insolvency and subsequent liquida-
tion of Kenilworth Insurance Co. of

Illinois.

Although both Beacon and
B.F.G. Toomey Associates were
cited as a reinsurer and producer of
business, respectively, of Kenil-
worth in a 1982 report promulgated
by the Illinois Department of In-
surance, Ms. Woodruff says the dis-
pute with Universal Marine does
not in any way involve Kenil-
worth.

Beacon, she said, is currently ne-
gotiating a settlement of alleged re-
insurance· obligations with Kenil-
worth liquidators and expects to
complete the settlement soon. .
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New ISO forms
Contined from page 2

ISO's answer to this long-term
exposure was to devise an alterna-
tive claims-made form, under

which an insurer is responsible
only for claims first filed during
the policy period.

However, features in the ISO
form unveiled Jan. 4 allow the

claims-made form to provide the
same coverage provided by occur-
renee forms, the insurer organiza-
tion maintains.

For example, the new claims-
made form includes the option of
indefinitely extending the report-
ing period for claims if the policy is
canceled either by the insurer or
the policyholder for any reason
other than non-payment of pre-
mium (BI, Feb. 7, 1983)

This "extended-tail" feature pro-
vides coverage for claims filed
after the policy expires, so long as
they stem from occurrences taking
place before the expiration date.

This coverage, which insurers
cannot refuse to grant if policy-
holders request it, is considered ex-
cess of any other primary or excess
insurance available to the insured.

In addition, the claims-made
form has no retroactive date,

meaning that losses occurring be-
fore the policy's inception will be
covered so long as the claim is first
made during the policy period.

This coverage is also considered
excess of other primary and excess
insurance. For example, if a claim
is filed under the claims-made

form for an incident that took place
while an occurrence form was in

effect, the claims-made insurer
would consider its coverage excess.
However, it won't be considered

excess of coverage available under
the extended-tail provision of an-
other of the new policies.

Limiting coverage under both of
the new forms is a revised system
of aggregate limits that will cap an
insurer's total liability.

Currently, aggregate limits are

It'seasyto walk away with
marine business when you
workwilh Commercial

Marine Group.
Even if you've never before sold marine
insurance. our Marine Insurance by the
Numbers can make it as easy as 1,2.3.

One. Our simplified application forms for
every type of marine insurance are fast and
easy to complete.

'Itio. Once completed. our undenvriting
marine specialists can usually "rate" your
policy right away. Frequently. right over the
phone.

Three. We'll service you all the way. Promptly
and efficiently. Making sure your clients
are neither under-covered nor over-covered.

And handling claims. worldwide. without
delay.

So let the specialists at Commercial
Marine Group help you increase your
agency's business without increasing your
overhead.

You'll be amazed Commercial

how easy it is. * Marine

._mi-/I/- Group

P.O. Box 530830/9700 N.E. 2nd Ave./Mia.Shores. FL. 33153
305/756-8500/Toll-Free 800-327-8793/Telex: 807049

Branch Offices: New York, NY • Pasadena, CA • Seattle, WA.

applied to products/completed op-
erations liability, manufacturers
and contractors property damage
liability and persbnal and advertis-
ing injury liability. No overall pol-
icy aggregate is imposed, though.

Liability limits under :he new
policies will be structured this way:

• Per-occurrence limits will be

imposed on all bodily irrury and
property damage claims, except
those for products/comple:ed oper-
ations liability. Fire damage to
premises rented by an insured will
be suoject to a per-fire limit, medi-
cal payments will be sut.jec: to a
per-person limit and personal in-
jury and advertising injury will be
subject to a per-person or per-or-
ganizaton limit.

An overall annual aggregate
limit will then be added to cap the
insurer's liability for losses in all
these areas for any one year.

• For products/completed oper-
ations coverage, separate per-oc-
currence limits will be imposed for
bodily injury and property damage
claims, and these will be subject to
a separate products/completed op-
erations annual aggregate limit.

Another new feature of the

claims-made and occurrence forms

is a revision of the word.ng of the
pollution exclusion. Currently,
CGL policies exclude coverage for
pollution incidents unless they are
"sudden and accidental." Several

courts have found the ekclusion to

be ambiguous, though, and have in-

terpreted "sudden and accidental"
narrowly against insurers.

The new exclusion specifically
rules out coverage for environmen-
tal contamination and bodily iniury
or property damage resulting from
an insured's intentional pollution
or from the "gradual emission, dis-
charge, release or escape (of pollu-
tants) from any source."

ISO Senior Vp Richard R. Savage
notes that the change is merely
meant to "track the intent" of the

original exclusion.
Brokers and policyholders note

that the new forms are much im-

proved over earlier drafts. The new
policies, for example, follow a more
standard format than earlier ver-

sions and offer the extendec-tail

coverage. In addition, ISO dropped
the idea of a "first-discovery" trig-
gen under which claims would be
paid by the insurer whose policy
was in effect when a loss was first

discovered (BI, Jan. 3, 1983).

Furthermore, pollution caused
by products or completed opera-
tions is covered unless the Follu-
tants are released from th=. in-

sured's premises or are treated or
disposed of as waste by the insured,
said Jesse Pagonis, director o.' cor-
porate insurance for Engelhard
Corp. of Edison, N.J., and a mem-
ber of the Risk & Insurance Man-

agement Society's ISO liaison com-
mittee.

ISO has yet to announce an advi-
sory rating schedule for thE new

forms. Extended-tail coverage on
the claims-made form will be

available at a separate one-time
premium that will be a percentage
of the policy premium, according to
Mr. Savage.

Rates for the claims-made cover-

age should be lower than for the
occurrence form, he said.

Some worry that, regardless of
any ISO maximum premium for
the extended-tail coverage, insur-
ers may charge more than policy-
holders would be willing to pay.

The addition of a general aggre-
gate lirnit could also result in
higher prices for umbrella cover-
age, as umbrella underwriters are
asked to write over a smaller un-

derlying layer, said Donald Jordan,
executive director of the National

Assn. of Insurance Brokers.

Mr. Savage replied that any ef-
feet on umbrella layers will depend
on what aggregate limit a policy-
holder decides to buy, suggesting
that aggregate limits may be raised
in some cases.

Mr. Pagonis said the popularity
of the new claims-made form will

depend on how much cheaper it is
than the occurrence alternative.

Companies with no significant
long-tail liability exposures will
probably switch to the claims-made
form if it is less expensive, while
large companies with long-latent
injury exposures probably will stay
with the occurrence forms they've
grown accustomed to, he said. •

NEWS RELEASF

NEW SURETY BONDING FACILITY
CoverX Corporation, Southfield, Michigan based National UnderwritingManager is pleased to announce the availability of its new Surety Bonding Facility

for the Construction and Service Industry.This new facility provides surety for small and medium-sized contractorswho have experienced difficulty in securing necessary bonding. The program,which is free of S. B. A. involvement, is sufficiently fexible to adapt itself to theprofile of thz contractor and provide bonds for those who fail to meet thecriteria established by the traditional surety markets. The underwriting philosophyinherent in the facility allows the underwriter to overlook such adverse profilefactors as incon. plete financial data, lack of history of successfully bonded jobs,prior losses and unprofitable operations - factors the traditional surety marketconsiders irremediable. These factors are counter balanced by the application of avariable rate of 1% to 5% and the use of non-working capital collateral and charges
against commercial and residential property where necessary.$1,000,000 of in-house authority is currently available for non-FederalGovernment jobs. Federal Government treasury units are also $ 1,000,000.Higher limits on both·categories may be available upon request.This sirery facility is available in most states and eligible prospectsinclude general and subcontractors of every desciption as well as janitorial,

maintenance and contract security guard or patrol services.
Further information can be obtained by calling or writing J. Perry Mee,

Director of Surety Operations.

COVER CORPORATION
P. 0. Box 5096, Southfield, Michigan 48086

Telephone: (313) 358-4010 - Telex: 23-5635
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Hyatt sues contractors for $4 million
Continued from page 2

• Marshall & Brown Inc., which
also inspected the hotel.

In the latest lawsuit, Hyatt says it
seeks $4 million from these defen-
dants for:

• Damage to Hyatt's name and
reputation stemming from the trag-
edy, which was described as the
nation's worst structural building
collapse.

• Business interruption losses
suffered by the hotel operator the
60 days the Hyatt Regency was
closed for repairs. Hyatt did not in-
sure those losses.

• Legal fees and expenses
charged by two law firms that
Hyatt says it was forced to retain
after its insurers initially balked at
paying any of the victims' claims.

The two firms-Reuben & Proc-
tor in Chicago and Deacy & Deacy
in Kansas City-have filed suit for
Hyatt against more than 25 insurers
that wrote coverage for Hyatt and
Hallmark. Hyatt also has sued
Marsh & MeLennan Inc., the bro-
ker for both Hyatt and Hallmark.
That coverage litigation is still
pending (BI, Sept. 26, 1983).

"We've been getting a lot of talk
about how everyone is going to
make us whole and they haven't.
That's why we filed the (latest)
suit," says Hyatt lawyer Thomas E.
Deacy Jr. of Deacy & Deacy.

Mr. Deacy also said the filing of
the new lawsuit would enable
Hyatt to obtain a court order un-
veiling the wording of the agree-
ments between Hallmark, Crown
Center and the 12 contractors.

"I don't know what their agree-
ments have been," said Mr. Deacy.

Hyatt has submitted a similar $4
million claim to Hallmark, noted
Judith A. Whittaker, Hallmark's
associate general counsel, "and
we've submitted it to our carriers."

However, Hallmark has not been
sued by Hyatt and is not a defen-
dant in the latest Hyatt suit.

"I don't have any real reaction"
to the latest suit, Ms. Whittaker
said. "It's no surprise to me. . .The
(news)papers here made a big deal
of it and I don't think it's a big
deal."

She said such a suit by Hyatt had
always been a possibility because
the hotel operator had refused to
rule out future claims against co-
defendants when it agreed to the
two class settlements early in 1983.

"Hyatt wouldn't agree to waive
anything," she said. "It was always
viewed as a possibility that they
would sue, and the construction de-
fendants hoped that Hyatt wouldn't
do it."

Among the key questions created
by the latest suit is who will pay if
the suit is successful.

The construction defendants car-

ried approximately $30 million in
professional liability insurance at
the time of the collapse. According
to Ms. Whittaker, all of that money,
less $5 million paid out for legal
costs, was tendered to Crown Cen-
ter and Hallmark last spring to
help pay victims' claims.

By tendering those funds to Hall-
mark and Crown Center, each of
the 12 construction firms became

participants in the class settlements
under which the "settling defen-
dants"-Crown Center and Hall-

mark-agreed to pay the compen-
satory damage claims of the col-
lapse victims.

Ms. Whittaker says that while
none of the agreemedts indemnify
the 12 defendants frorp a claim by a
third-party, like Hyatt, some of the
agreements provide that continu-
ing legal costs to defend all col-
lapse-related lawsuits against the
12 companies will be covered by
the pool of insurance set up by the
class settlements, including some
coverage provided by Hyatt.

However, some of the agree-
ments only cover legal costs to de-

fend victims' lawsuits, not a third-
party action like Hyatt's.

"Some of them do, and some of
them don't. . .," Ms. Whittaker said.

Among the insurers now paying
claims and legal costs is Columbia
Casualty Co., a CNA Financial
Corp. affiliate and one of the excess
insurers in Hyatt's $201 million line
of liability insurance. If legal costs
incurred by the participating de-
fendants-which include the 12

construction firms and Hyatt-
must be paid by the pool of insur-
ers, Ms. Whittaker suggests that
Columbia Casualty could be partly
responsible for the legal bills of
companies its own policyholder has
sued.

A Columbia Casualty attorney
declined to comment on the sugges-
tion, and other lawyers-some of
whom did not wish to be identified

-differed on the point.
"It looks to me like there could

be all kinds of problems (with the
suit) for Hyatt," notes Steven S.
Cozen, an attorney with the Phila-
delphia firm of Cozen, Begier &
O'Connor, which represents Com-
mercial Union Insurance Cos., the
insurer that led Hallmark's $101
million in liability coverage at the
time of the skywalk collapse.

Mr. Cozen also noted that by fil-
ing the suit, Hyatt could be expos-
ing itself to counterclaims from the
construction firms.

Reactions of some of the defen-

dants named in the new suit ranged
from shock to disappointment that
negotiations among Hyatt, Hall-
mark and other defendants had

failed to settle the dispute.
"My reaction is, frankly, one of

disbelief that they would file it,"

said Joseph A. Sherman, a Kansas
City attorney for Havens Steel Co.,
a steel fabricator and erector,
which was one of the 12 defendants

named by Hyatt.
"It's a lawsuit that's mind-bog-

gling because the only thing they
can gain is more publicity, which-
if I understand the pleading-is just
what they don't want."

Mr. Sherman added the suit
might have the effect of diminish-
ing the amount of money available
to the remaining collapse victims.

"I think it's unfortunate," said
Donald L. James, attorney for Gil-
lum-Colaco Structural Engineering
Inc.

"My reaction is that we're
broke," Mr. James commented.
"We put all our insurance coverage
into the principal settlement. . .it
just seems a shame to have this

«I smelled fumes,
but couldn't findthe soume."

Someone neglected to thoroughly
check out a hot work area. These

things happen. Everyone makes
mistakes. But in this ease, some-
one's oversight was part of a chain
reaction of human error and un-
foreseen circumstance. A lack of

pre-emergency planning. Paint
scrapings which had not been
removed. Improper hot work pro-
cedures during an impairment.
Flammable liquids allowed to
collect in a sluiceway and create
fumes. When cutting and welding

sparks were added to the scenario,
the stage was set for disasten And
$3.2 million went up in smoke.

Improbable? Not really. In fact,
more than 97% of all property
losses are related to human failure.

That's why Industrial Risk Insurers
offers OVERVIEW, a new manage-
ment system that helps prevent
single human error incidents from
becoming multiple human error
losses.

For more than 90 years, IRI
has been a leader in total property
insurance programs and loss
prevention innovation, such as
OVERVIEW. For a free, six-page

mop-up action.
Gillum-Colaco carried $2 million

of liability insurance from another
CNA affiliate at the time of the col-

lapse, though Mr. James could not
identify the specific insurer. Mr.
James says Gillum-Colaco did not
obtain any pledges of indemnity
from Hallmark/Crown Center and
thus has limited funds available to

defend against the Hyatt suit.
Lawyers for the other defen-

dants could not be reached for

comment.

A federal study into the tragedy
concluded a design change during
construction altered the way steel
hanger rods coupled to the con-
crete-and-steel skywalks and made
the walks incapable of supporting
their own weight. However, it has
never been determined what com-

pany ordered the design change. .

brochure describing OVERVIEW,
contact your agent or broker, or
write to R A. Sasso, Industrial
Risk Insurers, 85 Woodland Street,
Hartford, CT 06102.

To err is human. And

very expensive.

ndustrial

0 isk
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A&P, newspaper workers get more benefits
Continued frompage l when a company wants to termi- to increase retirement benefits the new counsel Gellhorn's ruling
more, were attracted to tapping nate an overfunded plan Of the $50 million, $40 million On June 9, 1982, the court denied The Star plan was created in 1974
their pension funds as a potential On October, 16, 1981, A&P an- would be allocated among about Mr Walsh's motion to dismiss the after negotiations between the Star
source of new money nounced that it intended to termi- 2,800 retired employees and about class counsel noting that the coun- and the Guild The Star agreed to

High interest rates also made it nate its defined benefit plan to re- 18,000 participants who left the sel was acting consistently "in the pay up to $10 per employee per
possible for companies to buy an- capture what it then estimated to company after pension vesting In best interest of the class " week to fund the plan The plan
nuities from insurers at a cheaper be some $200 million in excess addition, about $10 million would On Feb 9, 1983, the federal court was Jointly managed by three trust-
rate to replace the benefits that assets (BI, Nov 2, 1981) be distributed to about 10,000 par- in Newark ruled that the 1982 pro- ees representing the Star and three
would be paid by the terminated At the time, A&P, which is more ticipants still employed by A&P posed settlement giving A&P par- representing the Guild Such
plan than 50% owned by Tenglemann The remaining excess funds- ticipants $50 million in excess assets Jointly-managed plans are known

But the termination of over- Group, a West German company, then estimated at $200 million and was fair and reasonable as Taft-Hartley plans
funded defined benefit plans has had accrued enormous losses In now calculated by A&P to be $275 Mr Walsh, in March 1983, ap- In 1978, publishing giant Time
drawn the concern of some mem- 1981, for example, A&P lost $231 6 million because of favorable mar- pealed the lower court decision to Inc bought the Star, but continued
bers of Congress, like Sen Howard million Lately, the company has ket performance-would revert to the U S 3rd Circuit Court of Ap- the Guild plan, which offered 25%
Metzenbaum, D-Ohio, and Rep Ed- become profitable A&P peals vesting after five years and full
ward Roybal, D-Calif, as well as Recapturing the pension plan's Last week, the appellate court vesting after 10 years of service, ac-
pension activists $200 million in excess assets would The proposed settlement, attor- reJected Mr Walsh's appeal and al- cording to a Time spokesman

They say, among other things, have helped the giant grocery neys for Mr Walsh estimated, lowed the $50 million settlement to In August 1981, Time stopped
that many employees, particular.y chain modernize its many aging would on average boost benefits by stand publishing the Star after heavy fi-
older workers, often do not fare as stores 15% to A&P pensioners The appellate court rejected Mr nancial losses The plan trustees
well when companies terminate However, two weeks after A&P "It is hard for us to appreciate Walsh's contention that the lower were unable to decide who-Time
overfunded pension plans and re- proposed terminating the plan and what a 15% increase in benefits court abused its discretion by fail- or the plan participants-should
place them with defined contribu- replacing it with a contributory means to a pensioner who retired ing to discharge class counsel get the $1 3 million in excess assets
tion plans savings plan, William J Walsh, a 30 years ago," said Marc S Fried- "The court was required to and The trustees then agreed to appoint

In addition, some pension activ- retired A&P executive, filed a class man, a partner with Kalb, Fried- did consider whether class counsel an arbitrator to resolve the ISSUe
ists say the terminations violate the action suit in US District Court to man and Siegelbaum, a Roseland, provided fair and adequate repre- Both parties agreed that they
spirit of the Employee Retirement block the termination N J, law firm which represented sentation to the class as a whole would abide by the arbitrator's de-
Income Security Act, which says Mr Walsh asked the court to de- Mr Walsh There was no abuse of discretion m osion

pension plans are for the exclusive clare null and void a provision "A 15% increase may mean the refusing to remove class counsel," The arbitrator, Mr Gellhorn,
benefit of participants A&P added to the plan that called difference between paying or not the appeals court said noted that the plan was structured

While the legal actions surround- for the reversion to A&P of any ex- being able to pay an oil bill," Mr In addition, the appeals court to produce the assurance of retire-
ing the terminations of the A&P, cess assets if A&P terminated the Friedman added said the settlement as approved by ment benefits for Star employees
Washington Star and GAF pension plan Mr Walsh said the amend- On May 24, 1982, A&P's and Mr the lower court was "fair, adequate and not to produce a possible mon-
plans don't provide a uniform an- ment was a breach of A&P's duty Walsh's counsels presented the set- and reasonable " etary refund to the Star
swer of who-the employer or the as a plan fiduciary tlement to the court One week While A&P's pension plan par- "The pension fund's trustees did
participants-has a right to the ex- In April 1982, a settlement was later, on June 1, 1982, Mr Walsh ticipants will get $50 million of the not seek advantageous (though se-
cess assets-they do indicate that hammered out by attorneys repre- filed oblections to the settlement plan's $325 million in excess assets, cure) investment opportunities in
employers that want to terminate senting A&P and Mr Walsh saying that all the excess assets be- participants in the Washington order to create a bit of extra cash
overfunded pension plans are Under the settlement, A&P would longed to plan participants Star/Baltimore Newspaper Guild for the Star's ultimate use, they did
likely to face lengthy litigation amend its plan so that $50 million Mr Walsh then asked the court Retirement Income Plan will get so for the sake of the plan's benefi-

The A&P case is an example of in excess funds would be used to for a new counsel in the class action all of the plan's $13 million in ex- claries; Mr Gellhorn said
Just how long litigation can drag on purchase annuities from an insurer suit and asked that A&P pay for cess assets, under arb.trator Mr Continued on factng Page

classified advertising
RATES AND CLOSING TIME:

Rates Display classifted is $65 70 per column inch, minimum of one znch. Closing' Pubhshed every Monday Copy must be in written form by noon
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Large Michigan Agency wishes expert- FINANCE ANO OATA MANAGER
Business Assure enced person to review client files and

do coverage surveys Excellent oppor- Entreprenurially-oriented person with

Insurance tunity for retirees Part Time Must five years Insurance experience re-
LOSS PREVENTION

yourself top have thorough insurance background quired immediately Wanted for key
Direct all inquiries to Coverage Sur-
veys P O Box 2004, Southfield, Michi

pos, lion In growing work comp/em-
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Breakdown* REINSURANCE CLAIMS MGR Property- benefits Colorado Intergovernmental Risk Sharing AgencyCasualty 8 years experience, degree inCommercial Consumers employees- Engineering, seeks change to position Reply personally or with resume to G (CIRSA), Denver, Co
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etc 5,861 Code 813-365-1898

your
workers' compensation Program is for the participat-
Ing pool municipalities throughout Colorado Limited

Financial Management· GROUP BENEFIT
travel ts required.

chief financial officers, vps openings CLAIMS PLAN CONSULTANT
For Chicago area consulting firm Candidate should possess a four-year degree In aof finance, secretaries,
specializing in group benefit

treasurers, etc 10,426 in the ADJUSTMENT plans, primarily self-funded Per- related field and have demonstrated exceptional skills
manent position with opportu- In communications and interpersonal relations.

Insurance Management· Business COMPANIES nity to become a principal in the
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of insurance. risk, Insurance WANTED perience In group underwriting ruary 1, 1984 to Robert J Ellis, Executive Director,and/or actuarial department of CIRSA, 950 South Birch Street, Glendale, CO 80222benefits, compensation,

NATIONAL an insurance co, experience in
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SERVICES Some out-of-town travel Call or
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WORKERS COMP FIRM
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740 Rush St„ Chicago. IL 60611 (212) 227-8000 13th. EOE
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To impose on the fund's trustees plan might lack sufficient assets to fdan obligation to disburse money not pay basic benefits
to the beneficiaries whose interests As a result, if the company *ent
the trustees have guarded, but to out of business and terminated the ... -II
the corporate employer who had plan, the Pension Benefit Guaranty
agreed to soften the consequences Corp -the federal agency that guar- U fiN

.of retirement, would be a distortion - antees pension benefits through in- The FPE Gmilp
of benefit design," Mr GelIhorn surance premiums K charges em- .

said ployers-would have to take over '
I ,

As a result, any excess assets the plan and pay benefits
created by actuarial miscalcula- But· plaintiffs' attorney Mr D

tions should be used to further the Friedman, who represented partic- 1 2£

plan's basic purpose-the well- ipants in the A&P and GAF cases, INNOVATORS IN
being of pensioners, Mr Gellhorn said the terminations are not in the .

said interest of participants Retirees,
Neither Time, which said it was for example, lose the chance of ad- COST EFFECTIVE

.

disappointed with the ruling, nor hoc benefit increases when their
: 9

the Guild's counsel, Paul & employer terminates the plan and
Thompson of Arlington, Va, know buys annuities to pay the mcnthly LOSS CONTROL
yet by what amount monthly bene- retirement benefits t. .

fits of plan participants will in- -

GAF Intends to set up a profit- :A *.crease after they receive the $13 sh'aring plan with 401(k) salary-re-
million in excess assets ,: b :

duction features after it terminates
6

Time, though, does intend to ter- the defined benefit plan (BI Oct r /

minate the plan, which has been 11,1982)
j

.

inactive since the Star folded in fmchita. •-Chic*go 9 Phi ...delphia • Washington, D.C.Judge Sarokin's ruling will not
1981, and use non-excess assets to be appealed, said plaintiffs' attor- i - 649.Mission St¢et • San .Frar*isce CA 94105.• (415) 495-3310
buy annuities to pay retirement ney Mr Friedman . 9 dv v i
benefits to the participants

In the third pension termination
case, GAF Corp will get all $57
million in excess assets when it ter-
minates its defined benefit plan

In his ruling, which dismissed a
class-action suit that was filed in
1982 to block the reversion of ex-
cess assets to the company, Judge
Sarokin noted that the GAF plan
made no provision for a reversion
of surplus assets to plan partici-
pants lost In §,=87

In addition. GAF in 1982 added
a provision to the plan that specifi-
cally called for the reversion to the Those who consider the sky
company of excess plan assets in
the event of termination That their limit just might be left out in
amendment was not beyond the the cold.
scope of GAF's amendment power, 1 ,

Judge Sarokin said r

Ultimately, Judge Sarokin said, Commercial space ventures
the question of who is entitled to : are here to stay. And brokers whothe excess assets is a matter of ex-
pressed written intention have clients with space insurance

"In this case the employer has
been designated, the designation is requirements must know how to
sufficient and no policy considera-
tions demand otherwise There- best fulfill those needs. We can
fore upon termination the sur-
plus, if any, shall be the property of f

help.
the employer," Judge Sarokin sdid.

The court ruling in the GAF . No one knows space and
case is a victory for participants
and employers, said GAF attorney telecommunications insurance
Dean Gaver of Hannoch, Weisman,
Stern, Besser, Berkowitz & Kinney j better than the pioneer,
in'Newark International TechnologyIf companies were barred by /

courts from recovering excess Underwriters (INTEC.)
assets, they would be reluctant to

'

set up new defined benefit plans .' r;X4
and would only fund existing plans #- 4 Our technical and insurance

5 f
at minimum levels, Mr Gaver said expertise is recognized worldwideSuch skimpily funded pensions
could place a new burden on the as the most advanced in the field.
federal government's pension in-
surance agency, some experts say For innovative, balancedFor example, if a plan were funded
at minimum levels and then suf- insurance solutions in changing
fered serious investment losses, the

times, look to the specialist,
Leasing losses f INTEC.

cost $370 million You'11 never be lost in space
LONDON-Underwriters at again.

Lloyd's of London will pay $60
million less for computer leasing
insurance losses than they had or-
ginally estimated . 0-2Virtually all the computer leas-
ing claims from the late 19705 are
now settled with the final tally hit- inlemational
ting $370 million, estimates Lloyd's
lawyers Lord, Day & Lord in New
York and Elborne Mitchell & Co. lechnoloey
in London undelwriteIS

This final figure is lower than \ Insurance Leaders In A New Age
the earlier estimates by Lloyd's of
$432 million 915 L'Enfant Plaza North

Washington, D C 20024The computer leasing losses stem
from a dramatic drop in the value (202) 488-3500 TELEX 904 247
of leased computers in the 19705
When the leases were not renewed,
the resale value dropped far below
the anticipated leasing revenues, a
loss that was insured by Lloyd's
syndicates

:.. R.
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Agent Orange class actions certified
Cont:nued from page 2 from a class trial a class action is notice to be between $150,000 and many as 75,000 cases may ulti- firm of Kelley Drye & Warren
result of exposure to the herbicide superior to all other methods for a $250,000 mately be brought into the Agent David R Gross, another defense

The defendants in the litigation 'fair and efficient adludication of Attorneys also said that the certi- Orange class attorney, pointed out that prior cer-
include Dow Chemical Co of Mid- the controversy. fication of the class action leaves Defense attorneys contend there tifications of classes for punitive
land, Mich, Monsanto Co of St With respect to punitive dam- the Agent Orange litigation as the has never been a class action ina damages have been reversed
Louis, T H Agriculture & Nutrition ages, the court said that a class iS only remaining class action in product liability case of a similar

44The rules were never written to

Co Inc., Diamond Shamrock necessary because-if claims are product liability litigation. size and nature contemplate this situation," said

Chemicals Co of Cleveland, Un- decided individually and punitive "There are no presently certified "There's never been one of this Mr Gross of the Newark, NJ, firm

iroyal Inc of New York, Hercules damages are assessed-only a few cases other than our cases," Mr magnitude," said William A Kroh- of Budd, Larner, Kent, Gross, Pi-
Inc of Wilmington, Del , and plaintiffs may receive them Schlegel said, estimating that as ley. a partner in the New York cillo & Rosenbaum.
Thompson Chemical Corp of Kan- While the court said there are a

sas City, Kan number of factors that could pre-
Judge Weinstern's decision clude punitive damages, there is a Federal judge throws out DES class action

comes several months before a May "substantial probability" that lim-
7 trial date in which 10 representa- ited punitive damages may be al- BOSTON-While a Judge in the gested by the court make it clear to each individual plaintiff "
tive plaintiffs and the defendants lowed Agent Orange litigation last month that a class action would not be an "We're very pleased wth the de-
are scheduled to litigate central "If they are, it would be equitable authorized two class actions, a fed- appropriate case," Judge Skinner cision," said a spokesman for Eli
issues in the dispute to share this ponion of the possible eral Judge in Boston recently threw said Lilly Corp of Indianapolis, another

Those issues Include whether award among all plaintiffs who ul- out a class of 3,800 women suing for Judge Skinner, who said he does manufacturer of DES

Agent Orange caused the injuries timately recover compensatory injuries resulting from tne anti- believe a class action can be useful "We think that any judge con-

claimed by plaintiffs, whether de- damages," Judge Weinstein said miscarriage drug DES in product liability litigation, sidering a class action in DES will
fendants' products were misused by Much of the court's decision on In Payton vs Abbott Labs, U S. added be persuaded by this decision and

the government, and whether the punitive damages was based on an District Court Judge Walter Jay "It is clear from our labors in that of the other courts (that have
federal government is wholly re- analysis of potential liability con- Skinner said that separate trials for this case. however, that it is less thrown out other DES class action
sponsible for injuries ducted by a court-appointed master the plaintiffs were appropriate likely to be useful when there are a requests)," the spokesman added

Answers to these questions and released late last year rather than a class action number of defendants, the viability In addition to Abbott Labs and

would then govern in the remain- The master estimated that be- The women allege that they face of plaintiffs' claims depends on en- Eli Lilly, defendants include Merck
ing cases brought by plaintiffs, with tween 40,000 and 50,000 cases may an increased risk of cancer because terprise liability and each individ- & Co Inc. Rexall Corp, E R
perhaps litigation over minor issues eventually be brought and that the their mothers used DES, or dieth- ual defendant has the right to offer Squibb & Sons Inc. and UPJohn Co
needed in individual cases, combined net assets of the defen- ylstilbestrol, during pregnancy exculpatory evidence with respect Inc
explains plaintiffs' attorney Ste- dants, including insurance, total Most do not know which phar-
phen J Schlegel between $9 billion and $16 billion maceutical company manufactured Lloyd's underwriters face charges

But defense attorneys say K is un- He concluded that the evidence the DES that their mothers in-

certain how the determinations will before the court did not support the gested LONDON-The Lloyd's of Lon- misdeeds prior to January 1983-
be applied "There is a considerable view that the Dlaims will exhaust Judge Skinner based his deci- don investigations committee has before the new act came into power
amount of uncertainty about what the defendants' assets sion on a number of issues decided decided to bring charges against -either will be suspended or ex-
effect those determinations will Judge Weinstein's decision also by the Massachusetts Supreme Ju- underwriters Raymond Brooks and pelled from the market under the
have," one defense attorney said established how plaintiffs' attor- dicial Court, which helped deter- Terence Dooley this year, says rules in the Lloyd's Act of 1871

The defendants opposed certifi- neys will have to notify potential mine whether the class action Lloyd's Chief Executive Ian Hay Along with the probe into the al-

eaton of the class actions, contend- claimants about the class actions would survive Davison. legations surrounding Messrs

ing that significant differences in Under the order, notice to poten- Judge Skinner conditicnally cer- The decision was made last Brooks and Dooley, Lloyd's also re-
the victims' injuries made them less tial class memoers will have to be tified the class in 1979 pending the month after the committee read a cently handed another six-month
amenable to trial at one time provided by first-class mail, radio resolution of the issues 231-page internal report on the two suspension to underwriter Ian Pos-

They argued that each veteran, and television announcements, In his opinion, Judge Skinner underwriters' activities prepared gate (BI, Dec 19, 1983) Besides bar-
spouse or child claiming damages newspaper and magazine ads and a cited a decision by the Supreme Ju- by trial lawyer Anthony Colman ring him from acting as an un-
as a result of exposure to Agent Or- toll-free number dicial Court that women who suffer and Stephen Hailey, a partner at derwriter, the suspension also will
ange has a unique history upon The class includes all persons in from emotional distress because the accounting firm of Arthur An- prevent Mr Posgate from taking
which their claim depends the US, New Zealand or Austra- their mothers used DES cannot be dersen &Co his seat on the Council of Lloyd's

Since each veteran was exposed han armed forces injured in or near compensated unless the injury they Lloyd's had earlier ordered the Mr Posgate had been barred
at different times, at different Vietnam by exposure to Agent Or- suffer is reasonably related to med- probe into the relationship of syn- from council proceedings for the
places and under different circum- ange or other herbicides between ically identified physical symp- dicates managed by Brooks & Doo- past year, since he was first su-
stances, a finding of causation 1961 and 1972. toms ley (Underwriting) Ltd with the spended. The suspension stems
would not be applicable to other Veterans' spouses, parents and Since only "a relatively small Fidentia Marine Insurance Co of from allegations made by Alex-
members of the class, the defen- their children born before Jan 1, percentage" of the class has suf- Bermuda Lloyd's alleged that large ander & Alexander Services Inc
dants argued 1984, who were directly or in- fered physical symptoms related to sums of syndicate funds were and Alexander Howden Group

However, Judge Weinstein said directly injured because of expo- DES, Judge Skinner said the class channeled through reinsurance PLC that Mr Posgate and four
the enormous size of the litigation, sure to Agent Orange are included must be redefined to include only contracts to Fidentia, which was other ex-Howden directors misap-
the "critical common defenses" by According to defense attorneys, those women controlled by Messrs. Brooks and propriated syndicate funds
the defendants and the advantage the notice provisions could mean Another reason for decertifica- Dooley through family trusts be- The investigations committee is

of determining the issue of causa- that significantly more cases will tion is the Supreme Judicial Court's tween 1970 and 1983 now reading a report on the How-
tion would dispose of the litigation be brought rejection of the theory proposed by Under a new bylaw passed b> den allegation prepared by an in-
more fairly and for considerably "If the pla.ntiffs prevail (on ap- plaintiffs for classwide imposition the council before Christmas, the dependent panel and will decide lf
less time and money peal in the class action) and people of industrywide liability for plain- two underwriters' fates will be de- charges should be pressed, accord-

"Certification would be Justified are notified tnat all they have to do tiffs who cannot identify the source cided under new disciplinary pro- ing to Mr Davison.
if only to prevent re-litigating is prove the.r claims rather than of the DES affecting them cedures set down under the Lloyd's The Howden report, however,

those defenses over and over again bringing a separate lawsuit, it could Judge Skinner, however, said Act of 1982 will not be distributed to the public

in individual cases," Judge Wein- bring in more claims," one attorney that the court left the door open for But. says Mr Davison, any as other investigative documents
stein said said the concept of industrywide habil- Lloyd's members found guilty of have been. he said

"Given the enormous potential Plaintiffs' attorney Mr Schlegel ity in appropriate cases
size of plaintiffs' case and the Judi- of the Chicago firm of Schlegel & But, "the conditions for impOsi- -
cial economies that would result Trafelet estimated the cost of the tion of enterprise liability sug- 1
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3.I  Brokerage budget makers
G,0

305

300

20:

290

205 see improved results ahead
200

275 By LEONARD M. WILSON age to growth in renewal commissions, but come, we seem to have passed the point of270

265 « for budget purposes, perhaps 1983's negative adverse comparisons due to lower interest
260 Special to Business Insurance economic impact of 2% to 3% might yield to a rates Since investment income should re-

gain of 3% to 4% in 1984
2SS spond to modestly increased premium vol-TT IS BUDGET TIME in the world of insur-
250, This real growth in insurance demand ume, a 5% rise for 1984 seems a plausible
215 : li lance brokerage Budget makers are inevi- could generate a 5% to 6% year-over-year number A significant drop in interest rates
210 tably conditioned by trends of the prior year swing in commission growth in 1984 may be precluded by the federal deficit and
235 " Consequently, profit plans for 1984 cannot es. Allowing for the combined impact of soft the expanding credit needs of the private

4- % * 2 8 0 0' 216152':3 FFSS#W· li cape the malaise felt by the entire insurance premium rates, a stronger economy and lost sector
brokerage industry in 1983 business at about the level of 1983, Risk-Ad- The rise in total revenues for the year's The mood is one of verse Brokers still faces shrinking dollar re- budget depends upon the weighting of prop-caution, with hardly -:!ElIld alizations from the renewal book of business erty/casualty and other activities A revenue

Insurance industry stocks started the new year anyone we contact dar- // 1 Contingent commissions, too, may also be gain of 7% to 8%, though, seems valid for
on the right foot as the Business insurance ing to voice genuine op- lower planning purposes
stock index climbed 1.0 point during the period timism about 1984's en- Once again, the production effort comes to Cost increases ground to a virtual halt in
ending Jan. 3, to 267.9 from 266.9. Twenty-six vironment Caution the rescue Lower premium rates continue to 1983 for most of the public brokers Expense
,ssues reponed gains, 18 were unchanged and revenue expectationstranslates into restrained whittle away at dollars realized on new bum- control was the first line of defense against
20 closed lower. The largest gains were re- ness Nonetheless, expectations for new busi- the brokers' rapidly deteriorating income
poned by Bitco Corp., 7.5%; Mission Insurance and austerity on the ex- * ness production have not faltered. Produc- statements With disciplines now in place,
Group Inc., 6.7%; Old Republic International pense side Since it took tion efforts, it is assumed, will sustain last employee growth may be nominal in 1984
Corp., 5.7%; Integrated Resources Inc., 4.9%; great effort to imbue or- year's strong momentum during 1984 and other operating expenses will have al-
and Tokio Marine & Fire Insurance Co., 4.6%. ganizations with the Pulling together premium rates, lost bum- ready responded to the exigencies of difficult
The largest losses were posted by Optimum mindset of cost control, Mr. Wilson ness, the economy and new business, our times.
Holding Corp., 5.0%; Amencan General Corp., managements are under- cautionary broker looks for a gain of 5% to Consequently, the budget calls for a 5% to
4.8%; Gulf United Corp., 4.2%; Marsh & McLen- standably interested in keeping the brakes on 7% in domestic property/casualty insurance 7% advance in expenses, slightly less than the
nan Cos. Inc., 4.0%; and The Hartford Steam the increase in expenses commissions, a far cry from the good old rise in revenues.
Boiler Inspection & Insurance Co., 2.7%. The 8/ Budgets, starting from individual profit days, but a welcome improvement over last The result of this budgetary arithmetic is
stock index posted a 0.4% increase and was centers and coalescing into a corporate plan, year's performance. wider profit margins, positive operating lev-
outperformed by the NYSE composite, which are private affairs We can only surmise what Employee benefits, having grown steadily erage and earnings growth in the range of
rose 0.6% during the same period. a typical public broker might be anticipating through this cycle of rate-cutting, are a fa- 25% to 35% for 1984

for 1984 vored area Resources will be ploughed into The budget of Risk-Adverse Brokers
But if we could look over the shoulder of what is seen as an area of continuing growth comes together on an upbeat note, but aBritish Issues the financial officer of Risk-Adverse Bro- Higher penetration in the fragmented em- 44show-me" attitude seems warranted for

1 Week kers, a fictional entry, we might find the sub- ployee benefit marketplace could produce managements and investors in brokerageJan 3 Price P/E Div. Yield High-Low stance of a representative budget, as detailed revenue gains of 10% to 15% in 1984 issues alike Premium rates in commercial
Companies pence pence 96 pencepence in the following paragraphs Reinsurance brokerage, steadier through insurance hnes are still intensely competitiveCommt Union 178 297 1686 95 187-178 Renewal commissions may improve some- the cycle than direct insurance brokerage, and the anarchy in insurance pricing mayEagle Star 692 210 2786 40 714-692 what on 1983's performance due to an easing may feel some acceleration from a slight not recede quicklyGent Accident 445 131 26.43 5.9 460-445

in rate cuts. Nevertheless, premium rates, de- firming m rates that most observers now citeGdn Royal Exch 510 134 3071 60 520-510 And yet, perhaps there is a basis for cau-
Phoenix 370 161 2600 7 0 388-370 spite increasing industry talk about better as a fait accompli A reasonable goal for 1984 tious optimism notwithstanding the Justifi-
Royal 482 124 39.28 82 493-482 pricing, are likely to remain soft With re. might be an advance in reinsurance commis- able caveats
Sun Alliance 1425 164 7857 55 1438-1413 gard to insurance company managements, sions of 10% to 12%

the philosophy must still be watch what they International insurance brokerage, still a
Brokers do, rather than heed what they say fairly modest area for all the public brokers Financial briefs
CEHeath 342 86 2286 67 342-327 The economy, though, .s expected to move with the exception of Marsh & McLennan
Hogg Robinson 131 10 1 943 7 2 131-128 into the positive column as an Influence on Cos, Inc,, should be a continuing bright spot. Swiss Re
JH Minel 143 110 757 53 143-139
Sedg Grp 237 119 1143 48 237-233 commission growth Definitive figures are While the recent strength in the dollar could Swiss Reinsurance Co posted another rela-
Stenhouse HIdg 132 127 943 7 1 132-131 lacking on the extent of the recession's dam- water down 1984 gains, the logic of a some- tively good year profitwise in 1982, according
Stew W,ightson 300 100 22 57 7.5 300--295 what weaker dollar seems compelling and so to the reinsurer's recently released annual
Wills Faber 705 14 7 30 00 4 3 705-693 Leonard M Wilson, a vp of L F Rothschild, the budget makers feel comfortable with report, but the overall situation of the rein-
Source Philip Olsen/Alan Chfton, Insurance Industry Unterberg, Towbin in New York, specializes proJected 15% gains surance industry worldwide gives it cause for

Specialists Kitcat & Aitken Stockbrokers, in insurance brokerage stocks He ts a mem- Ancillary services and non-insurance-re- long-term concern.
London ber of the New York Society Of Secunty Ana- lated activities should rise also, by perhaps Reporting a net profit of 87 5 million Swissiysts 10% to 15% In the realm of investment in- francs ($39 4 million) against 80 2 million

francs ($36 1 million) the previous year,
Chairman Walter Diehl said the profit in-

Bl Industry Stock Report
crease obscures the fact that worldwide rein-
surance business in the non-life branches is
still suffering from a serious profitability cri-

JAN.3, 1984 12/28/83 THRU 1/3/84 Sls
JAN.3, 1984 12/28/83 THRU 1/3/84

Swiss Re's worldwide net premiums grewInsurance Cos Price % Chg P/E $ 0/ % Yld High Low Vol (000)
---I Ill - - Rue % Chg P/E $ 0, % Yid H.g Lo- vo, 000) to 87 billion Swiss francs ($39 billion) in 1982

-Il - -

Aetna Life & Cas Co NYSE 35 13 14 57 264 7.3 36.13 35 75 585.4 Travelers Corp - - - - - from 8.1 billion Swiss francs ($36 billion) a
American Barkerc Ins Group OTC 13.63 -2 7 11 0 0.50 3 7 NYSE 31 88 08 80 1.80 5.6

13.63 13.13 89 5
31.88 31 38 441 3

United Fire & Cas CoAmerican Gen Ins Co OTC
NYSE 22.38 -4 8 77 080 36 32.00 0 0 11.4 0.88 2 8 year earlier Underwriting losses in non-life

23.50 22.38 765 4
32.00 32.00 1.1

American Indity Firl Corp OTC 2250 -11 120 1.12 50 22.75 22.50 6 9 United States Fid & Gty Co business increased to 319 million Swiss francs
American Intl Group Inc OTC NYSE 5563 0.2 9.8 384 6963.50 -0 4 10 6 0.44 0.7 64 25 63.50 330 5

56.00 55 25 204.8
United Svcs Life Ins Co OTC 23.00 0.0 67 100 43 23 00 22.88 16 0 ($143 5 million) from 136 million Swiss

American Natl Ins Co OTC
Uslife Corp

2 50 1 2 7.8 0.96 4 5 21.50 21.38 168 7 Wasnington Natl Lorp NYSE 28 63 36 82 096 34 28 88 28 25 40 1 frances ($61 2 million), but investment in-
American Sts Life Ins Co OTC 4950 00 136 088 18 NYSE 25 00 3.1 11.9 1 08 4 3

0.00 DID NOT TRADE 25.13 24.13
Aneco Reins Ltd OTC

Zenith Natl Ins Corp OTC
3 88 3 3 27 7 0.00 0 0 4.00 3.88

1450 0.0 10.2 060 41 14.50 14.50 9 : comeroseto 788 million Swiss francs ($354 6
Avemco Corp

19 5
AMEX 20.38 -0 6 12.6 0.58 2 8 20.63 20.13

Banks Iowa Inc 91
OTC

INSURANCE COMPANIES AVERAGE 10.2 million) from 672 million Swiss francs ($302 4
4750 00 153 1 52 3.2 4750 4750 37

1.0

Agents/Brokers million)
81'CO Corp OTC 1800 75 00 133 74 18 00 16.75 19 4
Carolina Cas Ins Co OTC 675 00 00 020 30
Chubb Corp

6.75 6.75 02 Alexander & Alexander Svcs
OTC NYSE 21 88 06 00 100 4.6 22.50 21.756875 07 90 312 45 248 6

68.88 68.63 102 7 Baldwin & Lyons Inc OTC
Combined Intl Corp 3750 00 156 080 21 37.50 37.50 01

NYSE 40.25 1 6 11 9 2 00 5.0 40.25 39 25 157 9 Corroon & Black Corp Eagle Star
Continental Corp

NYSE 24.00 0 0 15 1 1.00 4 2 24.38 23.50
NYSE 2763 1.4 373 260 9 4

24 5

27.63 27.50 210 2 Crump E H Cos Inc OTC 10.75 2 4 14 7 0.40 3 7 10.75 10.50 33 3Emett & Chandler Cos Inc OTC
Crawford & Co 11.88 0 0 32.1 0 00 0 0 11 88 11 88OTC 03 The battle for British insurer Eagle Star

13.50 -1 8 10 0 0.60 4 4 13.50 13.50 42 7
Crown Life Ins Cc OTC 124.50 -0 4 81 320 26 125.00 124.50 06 Hall Frank e & Co Inc Holdings PLC may be over Then, again,
Employers Cas Co NYSE 23.38 0 5 21 2 0.00 0 0

OTC
23.63 23.13 453.5

3125 00 70 120 38 31.50 31.25 33 Integrated Res Inc
Equi fai Inc NYSE 27.25 -1 8 11 4 1.60 5 9 AMEX 2675 49 87 000 00 2675 2400• 2851 the takeover struggle may have Just begun

27.88 27.25 48 0 Marsh & Mclennan Cos Inc
Excelsior Ins Co

NYSE 47.75 -4.0 13 9 2.20 4 6
OTC

49.75 47.75 154.3
2163 00 182 000 00 21.63 21.63 00 Poe & Assoc Inc OTC 500 00 00 000 00 BAT Industries, the British tobacco giant,5.00 5.00 64

Reed Stenhouse Cos Ltd
Farmers Group Inc OTC 41.63 4.4 10 3 1.36 3 3 OTC 12 50 0 0 15 2 0.60 4 8 12.75 12.25 21 3 emerged as the apparent victor after it in-41.63 40.38 273 6
Foremost Corp Ame- OTC 2725 09 83 088 32 27.25 27 00 101 2 AGENTS/BROKERS
Fremont Gen Corp

AVERAGE 17 1 27
OTC

creased its bid for Eagle Star to 966 milion
14.25 36 00 0.48 34 14.25 13.63 261 7Great West Life Assurn Co OTC 270.00 00 971100 41 270.00 270 00 00 Cong|omerates/Holding Cos pounds, or 7 pounds per outstanding share

Hanover Ins Co OTC 55 50 -2 6 7.1 0.88 1 6 55.50 55.25 18 5 Allianz Versicherungs A G., the West Ger-
Hartford Steam Boiler Insptn OTC 53.50 -2.7 10 4 3.00 5 6 55.00 53.50 83 American Express(Firemang Fd) NYSE 31 13 -4 6 90 128 41 33 50 31 13 5,914 0 man insurer, then dropped out of the bid-
Jefferson Natl Lile Ins Co OTC 43.50 2 4 14 6 0.76 1 7 46.50 42.50 19 5 Anderson Clayton(Ranger/PanAm) NYSE 28 25 0 4 13 1 1 32 6 7 28.50 28 13Kemper Corp OTC

100 5
3988 00 86 180 45 39 88 39.88 Armco Inc ding, refusing to increase its offer of 6.75
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Baldwin Utd Corp NYSE 263 00 00 000 0.0 2.75 pounds per share However, Allianz will

Mission Ins Group Inc 2.50 1,260 8
NYSE 26 00 6 7 10 5 1.00 3 8 26.75 24.50

CIGNA Corp
300 9 NYSE 43 63 -0.9 75 248 57 44 00 43.63 469 2 make about a 167 million pound profit if it

Nationwide Corp Ohio OTC 4175 00 153 070 1 7 0.00 DID NOT TRADE City Investing Co. {Home Ins.) NYSE 37.75 -0.7 11.1 1.80 4 8 37.75 37.38Northwestern Natl _ife Ins 832.6 sells-as anticipated-its 29 9% stake in Eagle
OTC 3475 22 9.2 1.50 43 CNA F,nl Corp (CNA)

Ohio Cas Corp 34.75 33.88 15 7
OTC NYSE 21 13 -1.7 6.9 0.00 0.0 21 38 21.13 107.8 Star to BAT
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45 63 45.25 24.1 Control Data (Comml Credit) NYSE 44.88 1 4 10 9 0.60 1.3 46.00 44.88 422 4
OTC 34.88 5 7 7.8 0 90 2 6 35 50* 33.13 1281 General Re Corp NYSE 66.75 -1 3 14 1 1 28 1 9 68.50 66.75Orion Cap Corp 449 6 However, under an agreement it nego-NYSE 2763 -1 8 13 3 0 76 2.8 27.88 27.38 16 1

Gulf Utd Corp NYSE 28 75 -4 2 88 132 46 29 88 28 75 3,950 7 tiated with BAT, Allianz has the right to re-Preferred Risk Life Ins Co OTC 1975 13 75 067 34 19.75 19.50 21 ITT (Fartford Group)
Provident Life & Acc Ins Co OTC 6551 04 8.1 2.60 4.0 Optimum Hldg Corp NYSE 44 38 -0.3 10.0 2 76 6 2 45 13 44 38 1,197 2 enter the bidding for Eagle Star if a third

65.50 65.25 4.8 OTC
St Paul Cos Inc 4.75 -5.0 36 5 0.00 0 0 5.00 4.75 96

OTC 59 63 -0.2 8.1 2.80 4 7
SAFECO Corp

60.25 59.63 292 7 Sears Roebuck & Co. (Allstate) NYSE 36 50 -1 0 10 5 1 52 4 2 37.63 36 50 1,364.5 party makes a new bid higher than BAT's
OTC 54.75 -1 1 10 8 2.60 4 7

Sri Corp
55.50 54.75 249 2

OTC 16.00 0 0 6.9 0.68 4 3 i:ZZ:,: 5:Monaut) NYSE 168 00 4 3 15 6 0 00 0 0 168.00 161.88 456 4 Speculation in London last week indicated16 00 16.00 148 7

COccidental & Fred S. James) NYSE 29.75 13 97 156 52
Se,bels Bruce Group Inc OTC

31 13 29.00 262 0 that a bid from an American company could2150 -23 121 080 3.7 21.63 21.25 44 6 =====.====

Statesman Group Inc OTC 888 0.0 7.7 015 17 8.88 CONGLOMERATES/HOLDING COS
8.75 128 1 AVERAGE 16 0 27 be made before Jan 18, the closing date of

Tokio Marine & Fire Ins Co OTC 119.75 4 6 24 2 0.96 0 8 120.25* 118.00 7 8 ·Record high/low since Jan 1 1983 the BAT offer
hMem deRn Altman Information 4,tem,

The Eagle Star board said that it would
soon officially advise shareholders to accept
the BAT offer

.
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