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Lloyd's continues to pay
baseball strike losses

PHILADELPHIA-LIoyd's of London
continues to pay its share of losses under
the major league baseball club owners'
strike insurance policy, despite opposition
from the Major League Umpires Assn.

Lloyd's has paid more than $3.8 million
so far, its share of the first $7 million in
losses insured by the first layer of insur-
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Debate centers

on right route

By RHONDA L. RUNDLE

LOS ANGELES An Ohio policeman shot on duty
and paralyzed from the waist down now administers
lie detector tests in his old division.

A 55-year-old stock manager at The May Co. depart-
ment store in Los Angeles is back at work as a records
clerk after straining his back lifting heavy loads in the
china section.

A lumberjack who injured his back working for the
Weyerhaeuser Co. in Washington state now has a new
employer and a sitdown bench job as a gunsmith.

Rehabilitation of permanently injured workers re-
quires not only medical care but also restoratién of
their ability to earn a living. Returning workers to jobs
after a disabling injury is fast gaining acceptance as
part of an employer's moral, if not legal, responsibility.

Many states have enacted workers compensation
laws mandating vocational rehabilitation for injured
workers who cannot resume their former jobs. Govern-
ment enforcement is lax in many states, however, and
laws on the books are not a reliable guide to actual
delivery of benefits.

Employers and insurance companies identify Cali-
fornia, Michigan, Georgia, Oregon, Washington and
Florida as states with active programs. Minnesota and
Ohio are aggressively implementing recent laws. Ha-

Continued on page 25

Employers pushing
pre-hospital screening

By STEPHEN TARNOFF

Beginning this month, 14 of Minnesota's largest corporations will
embark on a hospital pre-admission screening plan for employees
and their families.

Designed to help bring down the costs of health care, the plan
may make it more difficult for employees to get into a hospital if
proper care can be acquired as an outpatient.

Among the groups that have endorsed the plan is the Minnesota
Coalition on Health Care Costs, which helped create it and sell it to
physicians and industry, says Dr. Richard J. Frey, a Minneapolis
physician who heads the coalition.

A medical review organization, the Foundation for Health Care
Evaluation, will screen the admissions of the 45,000 employees of
the corporations and their families.

The screening process will have two aspects, Dr. Frey says. First
will be a pre-admission screening where the examining physician

Continued on page 23
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Dominic D'Arcy displays the halo brace that allowed him to leave
the hospital just 12 days after breaking his neck.

Broken neck

can't stop him

LOS ANGELES-Twelve days after enter-
ing the intensive care unit of a Los Angeles

hospital with a broken neck, Dominic D'Amy
was sent home.

Within a week after his release from the
hospital last February, Mr. D'Arch vp for new
business development at the benefits consult-
ing firm of William E. Mercer, was back at
work albeit on a very part-time, unconven-
tional basis.

Screwed into a steel brace that held his neck
immobile, propped up in a rented hospital bed
and aided by a speaker phone installed in his
home, Mr. D'Arcy kept in close touch with
clients and colleagues.

He credits medical technology, his doctor,
his employer and his co-workers for an un-
usual convalescence that speeded his physical
and psychological recovery from a life-threa-
tening injury and a long recuperation.

Still wearing a soft neck collar and endur-
ing some degree of pain, Mr. D'Arcy says he
hopes to resume office work part-time later
this month.

Being on the sick end of a work-related in-
jury was an eye-opener that "every consultant
should experience once in their career,” quips

Continued on page 25

Court OKs strikes to force

firms to join pension plans

By JERRY GEISEL

WASHINGTON-Unions can go on strike to force
employers to join multiemployer pension plans, the
Supreme Court ruled last week.

This was one of four rulings by the high court the
end of last-month that directly affect benefit and risk
managers.

In another pension case, the court said the wife of a
serviceman does not have a right to share in her ex-
husband's pension after a divorce.

In other actions, the high court said municipalities
are immune from being slapped with punitive damage
awards for federal civil rights violations. It also let
stand strict federal controls on worker exposure to
lead.

The flurry of activity comes as the court is complet-
ing its 1980-81 term. However, the court still must rule
on challenges by corporations to the U.S.-lranian hos-

Hospital, physicians

I N S I D E I look to captives for coverage
- Page 3

tage agreement. The companies say former President
Carter violated the Constitution when he suspended all
suits by U.S. claimants against Iranian assets.

The multiemployer pension case involved a dispute
between Amax Coal Co. and the United Mine Workers
of America.

Amax refused to contribute to the massive UMWV
multiemployer pension plan for the employees of a
new mine it opened in Belle Ayre, Wyo.

When the contract expired, the union demanded
that Amax join the UMW multiemployer pension plan.
When Amax declined, the union struck.

Amax contended that since the multiemployer plan
already had been established, it never had the opportu-
nity to participate in the selection of the plan trustee.

Amax said the trustee was a collective bargaining
agent, and under federal law a union cannot force a
company to accept a particular representative.

Continued on page 26

Wage-loss legislation
fails in five states
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Baseball claims mount

Continued from previous page
ance A little more than $2 million of the Lloyd's share was sent
early last week when a restraining order sought by the umpires
was overruled, according to British brokerage Blackwall Green

The original restraining order, granted June 24 by the Common
Pleas Court in Philadelphia, was struck down by U S District
Judge Donald VVan Artsdalen who ruled favorably on a motion
filed by Lloyd's attorneys and placed the matter under federal
Jurisdiction

The umpires association is appealing the move to the U S 3rd
Circuit Court of Appeals, but the baseball players' association
denies plans to take any legal action against the insurance

Lloyd's has the majority of the first $10 million of the owners'
insurance, which it shares with Southern American Insurance Co
and the Heritage Insurance Co The British insurance market heav-
ily reinsures the next two layers of $20 million each shared by
Allianz and Southern American

Dead horses are insured

CRETE, Ill -The 33 thoroughbreds that died in a fire June 30 at
Balmoral race track near Chicago are insured for up to $25,000 each
with Utica Mutual Insurance Co and American Home Assurance
Co under a special policy purchased by the Horsemen's Benevolent
Protective Assn

The policy, purchased for race tracks around the nation, also
covers damage to saddles, bridles and equipment, said Leilani
Reynolds, secretary/treasurer for the HBPA's Chicago division

Additional insurance for horses valued at more than $25,000 15
the responsibility of the individual owners, she said. The past race
performance of each horse is used to determine values.

Property insurance for the track IS handled through Frank B
Hall of Youngstown, Ohio, Balmoral officials said

U.S. not liable for poison feed

BILLINGS, Mont -The federal government is not liable for
damages arising out of a 1979 chemical spill that poisoned animal
feed and contaminated livestock, a federal Judge has ruled

Pierce Packing Co and Farmers Union Grain Terminal Assn
had charged that various government agencies failed to quickly
detect the contamination (BI, April 27)

Still to be decided in U S District Court in Billings are other
product liability issues and allocation of insufficient product hat)il-
ity insurance among hundreds of claimants

Malpractice rate request cut

NEW YORK-The Medical Malpractice Liability Insurance Co.
has reduced a rate increase request to 52.2% from 717 %, citing a
new collateral bill signed June 23 by Gov Hugh Carey (Bl, May
11)

The bill allows state judges to reduce malpractice awards after a
trial by the amount of any collateral source, such as other insur-
ance, but excludes life insurance from the definition of collateral

sources

Medical society found guilty

WASHINGTON-The Michigan State Medical Society conspired
with some of its members to fix fees and regulate reimbursement
policies of Blue Cross/Blue Shield of Michigan, a Federal Trade
Commission Judge ruled last week

Judge Thomas Howder's decision upheld contentions by Federal
Trade Commission lawyers in a 1979 complaint that the medical
society violated federal law by restraining competition among
physicians

Among the charges upheld were that the medical society, which
has about 8,700 members, tampered with physicians' fees, engaged
in "concerted action" to regulate cost-containment and reim-
bursement policies of third-party payers and engaged in illegal
"concerted activities" concerning these policies.

The ruling will be reviewed by the full Federal Trade Commis-

mon

Social Security benefits rise

WASHINGTON-Social Security benefits Jumped an average of
11 2% last week for the program'’'s 36 million beneficiaries

The increase, which will cost the government $15 4 billion, is
based on the rise in the cost of living in the first quarter of this year
over the cost of living in the same period in 1980.
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Pennsylvania Senate
weakens tort reform bill

ers, such as a piece of machinery in a workplace) and
12 years for consumer goods This increases the manu-
HARRISBURG, Pa -The Pennsylvania Senate last facturer's liability over what was sought in the origir.al
week pared down the protection offered manufactur- bill, but improves it over the present law, which dces
ers in a pending product liability reform bill
But the legislation that would place a number of product
retrictions on product liability suits, giving businesses a However, under the new legislation suits could stall
better defense, IS not expected to make it to the House be filed charging negligence by the manufacturer,
for action until next fall fraudulent misrepresentation or latent defects in the

By STEPHEN TARNOFF

not set a time limit on suits based on the age of the

If the bill passes, it could reduce the impact of what product, regardless of lapse of time
one proponent calls Pennsylvania's "very liberal
courts " Under the bill, the product would have to be "un-
The legislation is aimed primarily at strict hability reasonably dangerous for strict liability to apply,” said
suits, where responsibility for a plaintiff's injury is Fred Giles, legal counsel to the Pennsylvania Senate
placed on the manufacturers and sellers of dangerous Judiciary Committee, which cleared the bill 8-1 Last
products week, it was still being debated on the Senate floor b it
was expected to be approved and passed to the House
Pennsylvania businessmen are seeking to spread The legislation also would eliminate strict liability .n
the responsibility around, relieving themselves of some suits against retailers and wholesalers although it
of the burden would permit such suits in negligence and breach of
The original bill proposed a 12-year "statute of re- warranty cases
pose" on product liability suits, barring a claimant The bill also would prohibit courts from instructing
from bringing a suit on strict liability grounds more Juries that under strict liability a manufacturer is a
than 12 years after the product was sold by the manu- guarantor of safety of the product and would establish
facturer comparative responsibilty in strict liability actions
But last week, the Senate amended the bill to extend "The current law IS SO out of shape, so badly out-
the statute of repose to 30 years on non-consumer dated" that consumers are being hurt, said Tim Holt,
goods (a product used but not purchased, by consum- Continued on page 22

California considers limiting
injured workers' right to sue

By EILEEN NORRIS

22-11 vote, would make workers The bill also would preclude
compensation the exclusive rem- other attempts to use the dual ca-
SACRAMENTO, Calif -Legisla- edy for Job injuries, except in cases pacity doctrine to collect civil dam-
tion that would reaffirm the work- when the employer was found to ages, said Mr Brokaw
ers compensation system as the ex- have known about dangerous work Besides reversing third-parti
elusive remedy for workplace in- conditions, said Barry Brokaw, product liability actions, the pro-
Juries has been approved by the chief assistant for Sen Boatwright
state Senate and is moving into an
Assembly committee
Senate Bill 995, Introduced by
Sen Dan Boatwright, D-Concord,

and backed by the Assn of Califor-

Continued on page 25

Bl names N.Y. bureau chief

nia Insurance Companies, would
reverse recent court rulings that
have allowed employees to sue
their employers-and collect

The "dual capacity” doctrine
handed down by California's Su-
preme Court allowed workers re-
ceiving compensation for injuries
to bring civil action against em-
ployers in cases where the em-
ployee was hurt by products that
the company also sold to the pub-
lc

Under state law, employees give
up their right to sue their employer
in return for workers compensaton
benefits. But claimants in Califor-
nia have successfully argued in
court that they have a civil case
against an employer who stands in
a dual capacity to them-as both
employer and manufacturer or
seller of a product or service that
caused their injury

The legislation, which was ap-

Lisa Bergson is the new bureau chief at Business Insurance's New
York office at 220 E 42nd St., Editor Kathryn J Mcintyre an-
nounced.

Ms Bergson, 31, comes to Bl from World Business Weekly, which
is published by the Financial Times of London At
World Business Weekly, she covered international yi
business, economics and finance from a US per-
spective for a year.

Before joining World Business Weekly, Ms Berg-
son was a staff editor for a year at Business Week,
where she wrote articles for the Corporate Strategies
section of the weekly magazine.

Ms Bergson Joined Business Week in May 1979
after completing the Walter Bagehot Fellowship
Program at Columbia University's Graduate School MT
of Journalism in New York She was also a reporter Bergson
at WRFM, a New York radio station, writing and
producing documentaries and news features

A doctoral candidate in political science with a concentration in
political economics at Columbia, Ms. Bergson has a master's degree
from New York University's Graduate School of Journalism and a
bachelor's degree from Goddard College in Plainfield, Vt

At Business Insurance, Ms. Bergson will head the three-member
New York staff and coordinate coverage of the insurance industry
for the Bl Ticker page She can be contacted at 212-210-0139.

proved by the Senate June 18 by a

Asbestos suit settled for $1.4 million

By STEPHEN TARNOFF sylvania, the United States distrib-

Mr Bond was 32 years old when
utor of an asbestos-based fire- and he died Symptoms of the diseases
In what may be' the largest set- sound-proofing spray did not appear until 1978 when he
tlement involving an asbestos-re- According to James E Hullver- developed cramps while Jogging
lated death, the family of a St son, attorney for the family, the
Louis man has agreed to an out-of- settlement was more than double manufacturer, Turner-Newall Ltd ,
court settlement of $1 4 million any other asbestos-related settle- knew that asbestos was hazardous
The victim, Richard Bond, died ment "There's never been a settle- to health but had included no
of asbestosis and a rare form of ment higher than that," he said warnings on the product nor
lung cancer in 1979 His family Mr Bond, a St Louis high school sought to warn users through the
agreed to the settlement with the teacher, died in 1979, about 17 media. "They did nothing to advise
four defendant companies after fil- years after being exposed to a or warn that this type of asbestos
ing suit in federal court for $10 product called Limpet, an asbestos- was dangerous," he said
million in damages Mr Hullverson added that the
Named as defendants in the suit spray

Mr Hullverson said that the

based fire- and sound-proofing
16-year span between the time Mr.
He reportedly was exposed to the Bond was exposed and the appear-
of its subsidiaries, J R Roberts spray, which IS 75% asbestos, while ance of symptoms did not hinder
Ltd., both of London; AC&S,a doing summer work for his father establishing a causal connection
contracting and supply company, spraying buildings, Mr Hullverson between the asbestos and Mr
and Armstrong Cork Inc of Penn- said Continued on page 26

were Turner-Newall Ltd and one



Rhode Island

groups focus

on work comp
By EILEEN NORRIS

PROVIDENCE, R | -Employer
and consumer groups here have
their hands full

Not only are they trying to assist
lawmakers in rewriting the state's
workers compensation statutes for
passage next year, but state work-
ers compensation insurers also are
asking for a 60% rate increase

It won't be easy, but the Rhode
[sland Committee for Progress,
along with other groups, plans to
give both issues a lot of attention

and energy
When RICOMP was formed as

an offshoot of the Rhode Island
Chamber of Commerce in January,
its main goal was to come up with
some solid workers compensation
reform for state legislators to vote
on before next January, President
Lane Newquist said

The last reform of the state's

compensation system was in 1957,
he said

The group is looking at the ad-
mmistration of the present system,
benefits philosophy and rehabilita-
Lion offered

It says the current system en-
courages indJured workers to re-
main off the Job, instead of stress-
ing rehabilitation to get the injured
worker back to work

And employers are leaving the
state, with most elting excessive
workers compensation costs as the
reason

To make things more intense for
the group, the National Council on

Compensation Insurance filed a re- i

quest for a 59 6% rate increase

The proposed increase would !

boost employers' workers compen-
sation insurance premiums to
about $108 million annually, based
on the $67 million in premium paid
by employers in 1979
The ratemaking group had de-
termined several months ago that a
83 2% increase was actually needed
for underwriters to realize a profit,
but later decided to request Just
short of 60%, said NCCI actuary
Steve Lattanzio
If experience is any indication of
what is to come, the increase might
not be that hefty. The NCCI esti-
mated for 1978 that It needed an
tncrease of Just more than 60%,
asked for a rate increase of 30%
and was awarded a 13% increase by
the state's insurance commissioner
But Mr Lattanzio said those fig-
ures help to explain why the NCCI
ts asking the commissioner for a
Continued on page 24
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Hospital predicts captive profits

By KATHRYN J. McINTYRE

MEMPHIS, Tenn -Methodist Hospitals of
Memphis expects its new insurance company
ventures will be writing $10 million in liabil-
ity insurance premiums for hospitals five
years from now-profitably
A projected $1 million in net profits by then
will be used by the hospital to "enhance pa-
tient care and programs," says Buddy Nichols,
who was promoted from his risk management
position at the hospitals to president of its two
new insurance companies
The not-for-profit institution formed a Ten-
nessee captive insurance company to fund ItS
self-insured retentions for hospital profes-
sional liability and comprehensive general lia-
bility The captive, which will begin opera-
tions as soon as its rates and forms are ap-
proved, also will reinsure what otherwise
would be deductibles under other lines of in-
surance, including property
The captive, United States Security Insur-
ance Co, also will form a subsidiary stock
commercial insurance company in Tennessee
to underwrite hospital professional liability
and comprehensive general liability insurance
for hospitals managed by Methodist Hospitals 3
and other non-related hospitals
It's the first captive of a not-for-profit insti-
tution licensed in the United States to form a
for-profit subsidiary to get into the insurance
business
United States Security Fire & Casualty Co, Photo Methodist Hospitals of Memphis
which will be licensed soon, will be a tax- -pay- Methodist Hospitals hopes the new captive is the cure for insurance worries.
ing company It will pay dividends on its prof-
its to the captive, which in turn will pay the odist Church conferences, saved $3 5 million our years of experience," he noted
profits to Methodist Hospitals over the last four years with a self-funded Among the managed hospitals under Meth-
The separate tax-paying stock company was program emphasizing loss control, Mr Nichols odist Hospitals' wings may soon be the City of
needed to preserve the hospital's not-for-profit said It wanted to offer similar savings to hos- Memphis Hospital with more than 600 beds,
status pitals it manages, he said which would increase the number of beds to

Methodist Hospitals, owned by three Meth- "We feel we are qualified to do this after Continued on page 21

Doctors use captives to fight large rate hikes

By MARGARET LeROUX

fore the captive can do business
The consultant for the Washington captive,
Faced with sizable rate hikes for malprac- which has been under study four years, 15 made malpractice policy it underwrites in
tice insurance, doctors in the states of Wash- Warren, MeVeigh and Griffin Georgia by 21% as of July 1 Rates on the
ington and Georgia are turning from commer- "We're making our application for a permit Aetna malpractice coverage in Washington,
cial insurers to captives to solicit participation m the reciprocal, and written on an occurrence basis, were increased
In Seattle, the Washington Physicians In- we're searching for an experienced insurance 30% in January
surance Exchange expects to begin under- executive to head the managing company for Spokesmen for both captives said their mal-
writing Jan 1, and MAG Mutual Insurance the captive," said Lee VanSykes, a Warren, practice rates would be competitive with what
Co in Georgia will be ready in February or MeVeigh actuary
March, said L B Storey, financial director for derwriters "The big difference is return on
the Medical Assn of Georgia McNeary Insurance Consultants of Char- the interest earned by reserves," Mr Storey
The Washington captive is raising the $24 lotte, NC,IS advising the Georgia doctors on said
million in capital required by state insurance the establishment of their captive Its goals are "If the doctors had been able to see some
regulation through a subordinated loan from to underwrite at least a third of the 6,200 doc- return on the interest St Paul has been earn-
People's National Bank of Washington. Phys- tors now insured with St Paul Fire & Marine ing on reserves for the associations premium, |
icians who particiapte in the reciprocal will Insurance Co , which has been the association- don't think the captive would have been as
sign limited guarantees for the loan, averaging sponsored underwriter popular as it has become,”" Mr Storey said
$4,000 each The group IS hoping at least 750 Both the Georgia and Washington medical At the Washington State Medical Assn., a
members will sign up
In Atlanta, capitalization for the new mal- their sponsored underwriters St Paul Fire & cluded they could do a better Job of controlling
practice captive is Just getting. underway, Mr Marine has underwritten the Georgia physic- losses Increases in professional liability insur-
Storey said State insurance regulations re- ians since 1955 and Aetna Life & Casualty Co ance premium have been the root of the
quire a minimum of $3 million in capital be- has underwritten Washington physicians for movement toward a captive," he added

more than 10 years
St Paul is increasing its rates for the claims-

is being charged by the commericial un-

associations have long-term relationships with spokesman said, "Physicians here have con-

Legislators defeat wage#oss proposals

pensated for the difference in salary. As in Florida, such an increase would be made possible by
Under the Florida plan, which has been used as a model by reducing funds now going to permanent partial disability
DOVER, Del -Although it is raising benefits and lowering some states considering a wage-loss system, an injured claims and attorneys' fees.

premiums in Florida, the wage-loss concept for workers com- worker would receive temporary total disability benefits "It's a trade-off, taking money from those who are going

(wages while not working) and full medical benefits back to work immediately and giving it to those who can't,”

By STEVE SHERWOOD

pensation is not getting off the ground in other states.

Workers compensation bills with wage-loss provisions in But to qualify for further benefits. he would have to have a one source says "There IS still a scheduled lump-sum benefit
Delaware, Louisiana, Oregon, Maine and Washington were permanent impairment that results in loss of at least 15% of if an employee suffers amputation, loss of an eye or serious
amended, delayed or defeated this year in these state legisla- his pre-injury wages This program, combined with other re- disfigurement "
tures forms, has brought a 28% reduction in Florida's workers

However, in Louisiana and Washington, legislators did not compensation insurance rates (Bl, June 22) Figures from the Compensation Rating Bureau of Dela-
vote directly against wage-loss, but rather killed total work Delaware's wage-loss bill, which is designed after the Flor- ware show that 7 2% of total claims are in the permanent
comp bills that contained the wage-loss provision because 1da law, originated with the state's Chamber of Commerce.
they disagreed on other provisions in the proposed legisla- "We feel we have the votes in the Senate for it, but may pensation dollars Much of this goes out in lump-sum payments
tion have a problem getting it out of committee and worked on The proposed bill would reduce the lump-sum amounts,

Last week, only Delaware's bill still stood a chance of be- before the June 30 deadline," said Chamber President Bill says Steve McGill, director of the compensation rating bu-
coming law However, the wage-loss proposal never came to Wyer "The bill has passed the House and is alive until next reau "At this time a worker who loses an arm IS entitled to
a final vote and died m the Legislature year, so if it doesn't pass the Senate, we'11 bring it up again " $48,900 Should the bill pass, the benefit for a lost arm would

But most of the bills' proponents plan to try again next Unlike Florida's wage-loss law, which was aimed both at equal 110 times the average weekly wage (presently $293) or

increasing workers' benefits and lowering businesses' insur- $32,230 "
ance premiums, the Delaware bill's first target is raising the Also, benefits now can be collected for permanent partial

Under the wage-loss concept, an injured worker does not state's weekly wage benefit injuries resulting in a 20% to 30% disability, he says The loss
receive permanent partial disability benefits, except for ex- Under the bill, the maximum benefit an injured worker threshold, under the proposed bill, would be raised to 80%
treme impairments Instead, benefits are paid only for proven could receive would be raised to 125% of the average weekly "Wage-loss would definitely decrease the total costs of
lost wages after an accident wage from 666% This would nearly double the benefit to workers compensation,” Mr McGill says "Costs to employers

For example, if an injury forces a worker to return to a $328 a week from $175, and it would be paid as long as the wouldn't go down because of the increased benefits, which
lower-paying Job instead of his original job, he would be com- employee was out of work. Cont,nued on page 22

partial category, but they account for about 23% of total com-
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PBGC to loan miners' fund $311,000

The Pension Benefit Guaranty
Corp. will loan $311,310 to the
hard-coal industy's multiemployer
pension plan to pay the July pen-
sions of more than 10,000 retired
anthracite coal miners in the
Northeast.

The Anthracite Health and Wel-
fare Fund ran into financial trou-
ble in the spring when employer
contributions to the fund tempo-
rarily stopped because of a strike.

The fund then notified the
PBGC in mid-May that it might be
unable to pay retirees their July
pensions without financial assis-
tance from the PBGC, the federal
agency that guarantees workers'
vested pension benefits.

Under the terms of the Multiem-
ployer Pension Plan Amendments
Act of 1980, the PBGC can provide
aid to multiemployer plans :hat

Cause:

Cause:

Cause:

.zoeneifitfb*at60:»51

LD -, Seral.&TIL&.&...15 2.7_.f

cannot provide promised benefits.
The agreement calls for repayment
of the loan by August 1983.

Death benefits

Pennsylvania legislators are con-
sidering a bill that will extend the
same death benefits to rescue and

ambulance teams that are now en-
joyed by police and firefighters.

Replacing a 1976 bill that co-
vered only police and firefighters,
H.B. 395 extends a $25,000 death
benefit to all emergency employ-
ees, including volunteers, who are
killed in the line of duty.

In 1980, 37 Pennsylvania police
officers. firefighters and rescue

IMPROPER CUTTING & WELDING

ELECTRICAL FAULTS

POOR EQUIPMENT MAINTENANCE

workers were killed on the job.

Dental coverage

Some 1.800 governmen: employ-
ees in Minnesota are covered
under new dental plans that pro-
vide for diagnostic/preventive, re-
storative and prosthetic services.

Unde: coverage provided by the
Delta Dental Plan of Minnesota,
1,018 employees of the Osseo
School District 279 in Osseo receive
80% co-payment of diagnistic/pre-
ventive and restorative services.
Presthe.ic services are alsi covered
at an 80% co-payment le el except
for replacement procedures, which
are 2overed at 50%. Orthodontic

Cause-

Cause:

Cause:

benefits are pr)*.ded at a 50% co-
payment level.

The school district's contract
stipulates a $1 OCO individual an-
nual maximum, vith orthodontics
having a $750 1.letime maximum
for dependents 3 to 25 years old.
There also is a 325 individual de-
ductible with a vaximum deduct-
ible of $75 per fnily.

In Duluth, 11£ city employees
now receive 101% coverage of
diagnostic/preventive services. Re-
storative services will be provided
at an 80% co-ya>ment level, and
prosthetic servbes at 50%. Employ-
ees also have a $750 individual an-
nual maximum vth no deductible.

Pension increases

Congress has agreed to reduce to
once a year the zurrent biannual

INCENDIARISM

INTRODUCTION OF NEW HAD.RDS

HIGH STACKING IN WAREHOUSE

Let us prevent one for you.

One of the last things you want is for

your plant or warehouse to burn down.

Allendale Insurance has the world's
most extensive research facilities for

starting, extinguishing, and analyzing
industrial fires.

Since we know more than anybody

about how fires stax, we probably know
more than anybody about how fires

can be prevented.

,A/hy not listen when we call.

Allendale

Of course

Insurance

Member of the Factory Mutual System. Allendale Mutual Insurance Company, Allendale Park, Johnston, Rhode Island 02919

cost-of-living pension increases
now given to retired federal and
military personnel.

The cutback, which is part of the
Reagan administration's package to
slash government spending by
$35.6 billion, could save more than
$1 billion annually.

Since the mid-19608, both mili-
tary and Civil Service programs
have automatically boosted bene-
fits in March and September to

compensate for any increase in the
Consumer Price Index.

Maternity benefit
New mothers in Massachusetts

are now paid by insurers to leave
hospitals earlier in an attempt to
cut obstetrical costs.

Designed to reduce the length of
costly hospital stays, Blue
Cross/Blue Shield of Massachusetts
is offering financial incentives of
$100 to women who return home
from the Melrose-Wakefield Hos-
pital earlier than average.

The incentive plan applies to
policyholders having normal, un-
complicated deliveries and is com-
bined with the hospital's maternity
day-care program that provides
home care for five days following
delivery.

It is estimated that the average
cost of a single day in the hospital
is $300, while home care costs
about $70.

BC/BS increases

Because of soaring health costs
and growing deficits, some cities in
Virginia are facing Blue
Cross/Blue Shield rate hikes as
high as 72%.

The premium increases are the
combined result of escalating med-
ical costs that increased 20% this
year and the practice of many mu-
nicipalities to allow deficits to ac-
cumulate, says Suzanne Munson,
public information director for
Virginia's Blue Cross/Blue Shield.

Since smaller cities are limited
in their ability to control rising
health costs, they are cutting bene-
fits and increasing deductibles in
an effort to soften the rate hikes.

But medical costs are not the sole
reason for the increases, she says.

Because of the necessity of set-
ting a fixed annual budget, cities
often choose modified cost-plus
health insurance-a system of self-
insurance in which cities pay ad-
ministrative costs plus the claims
paid by Blue Cross/Blue Shield.

This allows them to carry a defi-
cit over to the following year,
rather than paying fully for the
current year either on a quarterly
or an annual basis.

"We didn't raise our premiums
as much as Blue Cross had recom-
mended," says Lee Hollett, benefits
manager for Portsmouth, which
was saddled with a 72% rate hike.
"It came home to us this year that
we had a $300,000 deficit. In a
sense, we got hit with a double
whammy: the deficit plus projected
inflation of 20% for this year."

The city of Newport News was
socked by a 69% rate hike. "If we
had paid more attention to the in-
dicators, we could have taken less
of an increase," said Len La Cag-
nin, risk manager for Newport
News. "But we didn't know it was
going to blow up like it did."

Though Newport News has not
yet cut benefits, other cities are
trimming benefits to soften the
blow of the rate hikes. The city of
Chesapeake increased its deduct-
ible for hospitalization and limited
its coverage for psychiatric care.

Made any benefit changes? Write
John W. Milligan, Associate Editor,
Business Insurance, 220 East 42nd
St., New York, N.Y. 10017; 212-210-
0141.



“We’re committed to the best service
possible. That’s why we developed BENEFAST.”

Our goal is constant improvement of our service. That’s
why we began development of the Benefast system three
years ago. We're proud to announce that today it’s a reality.

Benefast is a sophisticated reporting and processing
system that represents the state of the art in computer
technology. Simply stated, it is a nationwide network of
computer terminals. When a claim is submitted to one of
our local Group Benefits offices, it is fed into the computer
—right on the spot! Time isn’t wasted mailing it across
country to a central processing facility. Now claims are
processed with tremendous speed. And with greater ac-
curacy. A specially trained Benefast representative will
always be there to answer your questions.

Walter B. Gerken, CLU
Chairman of the Board, Pacific Mutual

Benefast is very important to you as an agent or broker. It
means that your clients are satisfied. Which means they have
confidence in what you have sold them. They'll continue to
look to you for their needs —now and in the future.

Benefast. It stands for Benefits — Fast. Its one of the ways
Pacific Mutual helps you build your business.

PACIFIC MUTUAU

Imagination beyond insurance

700 Newport Center Drive Newport Beach, CA 92660 (714) 640-3011
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editorial opinions

f letters

Business Insurance welcomes letters from its readers Please keep your, com-
ments as brief as possible We reserve the nght to edit letters for clanty or
space Please send your comments to Letters to the Editor, Busineks Insurance,
740 N Rush St, Chicago, Il 60611

Maybe next year??

ERHAPS THE $1.1 billion workers com- Journed its regular session last week, fail to
pensation premium refund ordered in llli- pass a pending bill to eliminate prior approval
nois late last month will someday accomplish of uniform rate requests by workers compen-
what reasoned arguments against price-fixing sation insurers?
have not: Legislative action in lllinois to abol- The prospect of refunding $1.1 billion also
ish prior approval of uniform rates for work- should wake up insurers to their own self-in-
ers compensation insurance. terest in competing on rates for workers com-
As Associate Editor Eileen Norris reported pensation insurance business. The system of
last week, Circuit Court Judge James C Mur- rate approval that has protected their profits
ray ruled on a lawsuit brought by employers can Just as easily be used to take them away,
that claimed insurers had not presented this ruling proves.
enough evidence to prove they needed a 24% Insurers should realize that they are better
rate hike granted in 1979
How can lawmakers in lllinois continue to and profit destiny.
ignore the obvious conclusion to be drawn Workers compensation insurers in lllinois
and other states should compete in the mar-

off as guardians of their own Individual rate

from Judge Murray's ruling?
That conclusion, of course, 15 that insurers ketplace, basing their rates not on the indus-

didn't need the 24% rate hike and have been try's overall loss and expense experience but

overcharging lllinois employers to the tune of their own fortunes and efficiency.

an estimated $1 1 billion by the end of 1981
With that kind of abuse of the consumer, convenes next year, they will keep all of this

why did the lllinois Legislature, which ad- in mind

Perhaps when the lllinois Legislature re-

AN honorable solution

FTER CRITICIZING insurers for their The coverage question here is one of the
folly in defending uniform rates for most important to confront the insurance
workers compensation insurance, we must business and risk managers in a long time. It

caught up in coverage debates involving as- policies that may be subject to the same prob-
bestos dannages lem years hence when the injurious effect of
We would have preferred to see the indus- another product becomes known

try reach a consensus on coverage with buyers Risk managers and their insurers should be

given the litigation over the question of what question

policies apply in cases of long latent injuries, In the meantime, we compliment the indus-

lishing claims payment under one set of stan- manufacturers.
dards to be amended if the court changes the

rules

On the move

ported last week, insurers are beginning to T OOK OUT risk managers

As West Coast Editor Rhonda L. Rundle re-

two U S. Circuit Court rulings that the insur- turf in Washington.

law" (Bl, May 25) are complicated

we should only be "financial score-
keepers" and stay out of the debate
on changing the system to meet
employers' demands for costs more
competitive with those of the
pay asbestos damage claims under the expo- 1.-1 The special interests of the commercial workers comp systems of sur-

sure theory They are taking their cue from insurance industry are quickly staking out roun&i()rl dstates Others said we

Don't control handguns

To the editor Your June 8 editorial on handgun control does not
reflect a perception of the real world that we face as risk managers
Laws against arson and theft do no more to eliminate these crimes
than will laws involving gun control prevent crimes with handguns
Unfortunately, people do commit the crimes Swift, sure and vigor-
ous prosecution of people committing crimes with handguns will do
far more to reduce the risk of occurrence of these crimes than any
federal gun-control legislation

I would suggest that your energies might more properly be
directed to this area of risk reduction

Donald E. Newman
Director of general service
Duval County School Board
Jacksonville, Fla

To the editor | totally disagree with your editorial opinion,
"Handguns are bad risks," in your June 8 issue Your article as-
sumes that gun-control laws will keep guns out of the hands of
criminals This assumption is not true Gun-control laws will keep
guns out of the hands of our law-abiding citizens, but the criminal
who needs a gun will continue to obtain them Are you proposing
outlawing matches because they start fires or outlawing cars be-
cause they create accidents9

In order to reduce risks from gun-related incidents, you should
advocate the strengthening and enforcing of laws dealing With
criminals who use guns while attempting crimes

| suggest you change your stand if you truly want to reduce the
losses from gun-related incidents

Michale A. Qualen

Vp of finance and treasurer
Fingerhut Corp
Minnetonka, Minn

Open rating not the big problem

To the editor The Minnesota improvement It IS possible there
compliment some insurers for beginning to not only needs to be resolved for past injuries legislative developments in work- may be small cost saving to both

move on paying claims to policyholders and their resulting claims but also for current ers comp

Minnesota passes first open-rating

ensation addressed in self-insurers and premium payers

However, the long-term cost
savings will be far less than gen-

Although the open-rating provi- erally asserted and certainly do not 1

sion in the overall workers com- Justify the 15% reduction in rates
pensation bill met with little indus- mandated in the bill
try opposition as you noted, other The net effect of reducing indi-
instead of forcing everyone into court But wording policies today to answer the coverage elements of the bill were vi- cated rate levels 20% for invest-

The cost of workers compensa- erage that we write will be at a
insurers are acting honorably in at least estab- try for getting some money into the hands of tion has been and continues to be a price below that of three years ago
difficult and emotional issue in Our analysts says this is Inadequate
Minnesota Some of our critics said by any kind of measurement
A. Kent Shamblin

One of the best

be advocates for change

Vp of communications

& public relations
The St Paul Cos Inc

To the editor Stephen Tarnoff's
But the Legislature neither lis- article, "Jury's out,"” in the June 15

gorously opposed by insurers, ment income and 15% for alleged i
agents and their trade associations cost savings is to mandate any cov-

ance policies in effect when a plaintiff was The National Assn of Insurance Brokers tened to what we said about what issue was one of the best you have '
exposed to the asbestos are the only source of has moved its office near Washington and the would reduce costs nor allowed us ever printed

insurance funds for the companies that made National Assn of Insurance Commissioners is
the asbestos opening a Washington office
But the insurers who favor the manifesta- Their lobbying efforts could be tapped to

tion theory-that the policies in effect when get the consumers' message across-except

preferred theory if it should win in court. poised to be heard, too.

business insurance

to keep the financial score of what

insurance rates

that do appear to represent modest

ROBERT L NIESSE,
Mtdwest sales manager-Chicago (312-649-5276)

The bill was publicized by its tial of the upward pressures on ,
proponents as a major improve- rates in our business However, can
ment in the heavy workers com- we knock good salesmanship?
the injuries showed themselves should pay- when their self-interest differs from that of pensation burden of employers It
are reserving their rights to pay under their the consumer. Then, risk managers better be does contain sorne provisions that

may prove to have merit and some

DONALD A WALSH, advert:stng director
New York (212-210-6133)
RONNIE | DRACHMAN,
Director of communications (212-210-0132)

This problem of unreasonable
those costs meant in the form of contingent fees has and will con- 1
tinue to be one of the most influen-i

David B. Kitterman
Account executive ;

Cook-Treadwell & Harry
Springfield, Va |
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Nobody responds to fire insurance better than we do.

Our underwriters come on like a house
on fire.

Because instead of wading through
bureaucratic gobbledegook, an American
Home/National Union underwriter has the
authority to make decisions.

This extra flexibility is also what
makes our Commercial Multi Peril cover-
age so interesting.

For example, everyone claims they
can tailor-make a policy for you. But if
they don't offer a wide range of under-
writing approaches and services, how can
they offer a wide range of tailoring?

A Member Company of American International Group.

We can.

We also offer workers compensation
and commercial auto along with our
Commercial Multi Peril Package.

Best of all, American Home/National
Union can wrap up packages that other
companies couldn't even begin to tie.

Which is one of the reasons the AIG

companies are the fastest-growing major

Commercial Multi Peril market in the U.S.

So whether you need fire or Multi

Peril, call American Home/National Union.

You'll find the speed of our response
positively alarming.

For more information about Fire &
Commercial Multi Peril Insurance, write:

The AIG Companies, Dept.A,70 Pine Street,
New York, N.Y. 10005.

Name/Title

Company
Address

City StAtp

Zip Telephone

815-4

The AIG Companies.

Let us take the risks.
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NEVVI Panel approves
First Time Offered In the United States penSIOn erte_OffS

Professional Liability Coverage for Labor Unions WASHINGTON-Congress has
taken its first step toward giving

LABOR UNION ERRORS & OMISSIONS e Samate Fmance Commities
has given final approval to the ad-

ALSO ministration's tax-cut bill that

would allow employees covered by

UNION OFFICIAL DEFENSE COVERAGE pension plans 1o set up Individual

Retirement Accounts and contrib-

ute $1,500 annually to the IRA and

receive a full tax deduction.

Or the employee could contrib-

H&W Underwriters (agency), Inc. ute up to $1,500 per year to the em-
A A ployer plan and receive the tax de-
8900 State Line Road, Suite 250 duction as long as the contribution

is voluntary.

Current tax law does not allow
913-642-8280 / TELEX: 437060 an employee covered by a corpo-
rate plan to set up an IRA. In addi-
tion, employee contributions to an

Leawood, Kansas 66206

Commercial Property

& Casualty Insurance

Underwriting all types and classes of commercial and business exposures,
Compac Insurance Company is actively marketing its products through in-
dependent retail and wholesale brokers and agents. A California home office
company, Compac's initial operations are within the State of California

john M. Hayes, Chairman Leland S. Thomas, President
and Chief Executive Officer and Chief Operations Officer

3670 Wilshire Boulevard

Los Angeles, California 90010
Telephone: 388-3331

A Transport Underwriters Group Company

washington

employer plan are not tax deduct-
ible.

The committee also agreed to lift
the annual contribution limit to an
IRA by people not covered by em-
ployer pension plans to $2,000 from
$1,500.

At the same time, the measure
would raise to $15,000 from $7,500
the deduction a self-employed per-
son could take for contribution to
Keogh plans, which are heavily
utilized by professionals such as

doctors.

The measure now goes to the full
Senate.

HMO office chief

Frank Seubold, a leading health
expert, has been named director of
the federal Office of Health Main-
tenance Organizations. Mr. Seu-
bold, a former OHMO director,
worked at the National Center for
Health Services.

Mr. Seubold says the Reagan ad-
ministration will continue to pro-
mote HMOs to increase public
awareness and acceptance of pre-
paid health-care plans.

Mine regulation

A new Labor Department regu-
lation governing self-contained
breathing equipment in under-
ground mines went into effect late
last month.

The regulation requires miners
to be equipped with portable, self-
contained self-rescuers (SCSRs)
with one-hour oxygen supplies.

The SCSRs protect miners
against gases in the event of fire,
explosion or other accidents that
threaten a mine's air supply. They
replace existing self-rescue devices
that protect only against low levels
of carbon monoxide.

The new regulation is an out-
growth of a 1977 federal law that
requires miners to have a self-res-
cue device providing at least one
hour of protection.

OPIC president

Florida businessman Craig A.
Nalen has been unanimously con-
firmed by the Senate as president
of the Overseas Private Investment
Corp. OPIC is the federal agency
that provides political risk insur-
ance to companies investing in
less-developed countries.

Mr. Nalen was president of STP
Corp. of Fort Lauderdale, Fla., and
a vp with General Mills Inc. of
Minneapolis.

Water spray

The Department of Transporta-
tion is undertaking a joint research
project with the trucking industry
to find ways to reduce hazardous
water spray created by heavy
trucks in rainy weather.

Wheel spray can create danger-
ous blind spots for motorists and
can obscure the truck driver's
rearward vision.

The department's National High-
way Traffic Safety Administration
will work with LCL Transit of
Green Bay, Wis.,to install, main-
tain and monitor the performance
of three types of splash-reduction
devices that will replace older
types of mud flaps on more than
100 heavy trucks.

The traffic safety administra-
tion's Office of Heavy Duty Re-
search will analyze the data and
make the findings available to the
trucking industry. The testing will
be completed in April 1982. -
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datdook

AUG. 7. One-Day Benefits Briefing in St Paul.
Minn., sponsored by the International Foundation
of Employee Benefit Plans Members, $120; non-
members, $145. IFEBP, 18700 W Bluemound
Road, Brookfield, Wis 53005; 414-786-6700.

AUG. 12-14. Cause and Origin of Fires and Ex-
plosions seminar in Chicago, sponsored by the
National Assn. of Fire Investigators, $125. Na-
tional Asan. of Fire Investigators. 53 W. Jackson
Blvd., Chicago, Ill. 60604: 312-939-6050.

AUG. 20-21. Product Liability Decisions for
Executive Officers workshop in San Francisco,
sponsored by the University of California Exten-
sion, Berkeley; $395. Business and Management,
Univ. of California Extension, 2223 Fulton St.,
Berkeley, Calif. 94720; 415-6424231.

SEPT. 941 Fundamentals of Insurance course
in Dallas, sponsored by the Risk & Insurance
Management Society, members, $295; non-
members, $395, additional participants with mem-
ber, $175. RIMS, 205 E. 42nd St, New York, N.Y.
10017; 212-286-9292.

SEPT. 9-11 Techniques of Risk Management
course in Toronto, Canada, sponsored by the Risk
& Insurance Management Society; members, $295;
non-members, $395, additional participants with
member $175. RIMS, 205 E. 42nd St, New York,
N.Y. 10017; 212-286-9292.

SEPT. 1+11 Reinsurance M __ ' conter-
ence in Chicago, sponsored by the Interforum
Group Inc; $495. Interforum Group Inc., 68 Wit-
liam St, New York, N.Y. 10005; 212-269-2240.

SEPT. 21-21 Association Captives conference
in New York City, sponsored by the Interforum
Group Inc., $595. Interforum Group Inc., 68 Wil
ham St, New York, N Y 10005; 212-269-2240.

SEPT. 24-25. Captive and Pools conference in
Warren, Vt., sponsored by the Risk Planning
Group Inc., $550; additional participants from

same company. $475. Risk Planning Group inc.,
Conference on Captives and Pools, 722 Post
Road., Darien, Conn. 06820; 203-655-9791.

OCT. 12-14. Health-care Cost Containment se-
minar in Palm Springs, Calif., sponsored by the
International Foundation of Employee Benefit
Plans, members and non-members, $360. IFEBP,
18700 W. Bleumound Road, Box 69, Brookfield,
Wis. 53005; 414-786-6700.

OCT. 22-24 International Employee Benefits
seminar in Montreal, sponsored by the Interna-
tional Foundation of Employee Benefit Plans;
members, $360; non-members, $435. IFEBP, 18700
W. Bluemound Road. Brookfield, Wis. 53005

OCT. 528. Corponte Benefits Management
conference in San Francisco, sponsored by the In-
ternational Foundation of Employee Benefit
Plans; members, $440; non-members, $515.
IFEBP, 18700 W. Bluemound Road, Box. 69,
Brookfield, Wis. 53005; 414-786-6700

OCT. 26* Product Safety Engineering course
in Baltimore, sponsored by the Institute of Prod-
uct Assurance; $450. IPA, 9811 Mallard Drive,
Suite 213, Laurel, Md. 20811; 301-792-0710.

NOV. 24 1981 Benefits Processing Institute
program in Williamsburg, Va., sponsored by the
International Foundation of Employee Benefit
Plans; members, $360; non-members, $435.
IFEBP, 18700 W.Bluemound Road. Box 69,
Brookfield. Wis. 53005; 414-786-6700

NOV. 15-17. Business h,mance Communicat-
ing Employee Benefits conference in Chicago,
sponsored by Business Ingurance. The latest tips
and teehniques to effectively communicate bene-
fits to employees. Registration fee includes Nov.
16 awards dinner honoring winners of the BI
Benefits Communications competition. Valerie
Adams, Crain Educational Division, 740 N. Rush
St, Chicago, Ill. 60611; 1-800-621-6877; in lllinois,
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London reinsurers worried

about underwriting security

By STACY SHAPIRO

LONDON Reinsurers ir Lon-
don are increasingly alarmed by
the lack of underwriting security
in their industry, especially in the
United States where 50% of their
business originates.

Big reinsurers are frightened by
the glut of small companies that
are writing complex risks for small
premiums and are depending on
high investment income to stay in
the black.

"There is a strong chance that
sooner or later, and probably
sooner rather than later, someone
will be unable to meet his (under-
writing) obligations," said Alan
Preston, chairman of the Reinsur-
ance Offices Assn. and director and
chief executive of Victory Insur-
ance Co. Ltd.

"There can be no real security
until reinsurance underwriters
recognize that their business must
return to a sound foundation, that
other income only serves to hide
the unpalatable truth that founda-
tions are not sound and that in-
vestment returns can be very vola-
tile," he said.

Continental Underwriters, LAL. offers coverage for any marine-related risk, domestic and
abroad, large or small, conventional or complex, for a clientele ranging from multi-national
corporations to 6shing boat operators.

Our new special division extends onshore as well as oshore coverage to the oil and
natural gas drilling industries for rig physical damage, cost of control, loss of earnings,
seepage and pollution, drilling and re-drilling and comprehensive general liability.

Continental Underwriters, Ltd., has built a solid reputation for fair, competitive rates and
for experience and capability in insuring a broad variety of risks. Whatever your risk, we can
undenurite it competently, thoroughly with complete protection for you.

Call or write for a copy of our brochure-Continental Underwriters, Lrd., "Who We Are,

What We Can Do For You:

Continental Undefwriters, LEd.,

419 Decatur St. New Orleans, LA 70130
Telephone (504) 581-7493 - Telex 58-318 « 266052 CUI:[D

Correspondents at Uoyds of London

london line

Reinsurers must adopt some new
practices now to tighten their weak
security, Mr. Preston said. But the
regulations could be difficult to en-
force.

"It may be time for the ROA to
set standards, adherence to which
would be a condition of member-
ship," Mr. Preston said.

The organization, however,
doesn't have the teeth to enforce
such regulations, said one rein-
surer. The only punishment that
could be dealt out would be expul-
sion from the ROA, which would
not matter to some companies.

Many say self-regulation is the
only way to provide safeguards in
the reinsurance industry.

"There is no control so effective
as self-control, no regulation as
good as self-regulation. To quote
the bard: 'The fault, dear Brutus, is
not in our stars, but in ourselves,™
Mr. Preston said.

Some companies have started to
drop bad risks. But reinsurers point
out that for every risk dropped by
one company, there are dozens of
other reinsurers ready to pick it up
at lower rates.

But while the ROA may worry
about bad risks, its own health re-
mains quite sound. Membership
has grown to 372 members from
357 in 1979, and assets have grown
to 36,964 pounds from 22,295
pounds in 1979.

Employee sick pay

The British government wants to
transfer the responsibility of pay-
ing employee sick pay to employ-

The Employers Statutory Sick
Pay Bill will be introduced during
Parliament's next session in No-
vember. It will require employers
to pay for the first eight weeks of
employee sick leave. Until now,
the National Sick Pay Program has
paid those benefits.

The government, as proposed in
the bill, will assist employers in
funding the sick-pay benefit
through one of two methods. An
employer could withhold half of
what he pays out in sick benefits
from his mandatory national insur-
ance payments, the DHSS spokes-
man explained.

The employer's national insur-
ance contribution would also be re-
duced to 13.4% of each employee's
salary from the present 13.7%.

Another option would be to re-
duce an employer's National Insur-
ance contributions to 13% of an
employee's salary, with a reduction
to 12.8% for small employers and
those with high ililness rates, the
spokesman said.

The government, under either
option, will continue to pick up the
tab for sick benefits after an em-
ployee is ill for eight weeks, the
DHSS spokesman said.

The government wants the new

legislation to take effect by April
1983.

Hazardous cargo

An international meeting to dis-
cuss regulations governing the tra-
sportation of hazardous cargo may
be held sometime next year.

Insurers most likely will be
asked to supply information on
compensation that must be pro-
vided when hazardous cargoes ex-
plode at sea or in harbors.

The meeting is being planned
under the auspices of the U.N. In-
tergovernmental Maritime Consul-

tative Organization. But any regu-
lations that are formulated will

have to be ratified by various sea-
going nations before they go into
effect.

Although it could be several
years before the regulations are
approved, insurers are planning

The regulations' main impact
will likely be on the bulk shipment
of dangerous goods such as chemi-
cals or liquified gases. Oil ship-
ments already are covered by an
international agreement signed in
1969.

British marine insurer Keith
Williams, who will be advising the
International Union of Marine In-
surers on the proposed diplomatic
session that may be held next year
in London, says: "The insurance
market is looking at the situation
from the standpoint of adequacy of
capacity for covering the scheme.

"Many shipowners feel they are
already carrying, with the aid of
insurance, a very heavy burden of
liability and that it is unfair to sad-
dle them with a further burden,”
he said.

"But there is already a recog-
nized basis of liability insurance
available to them through the P &
| (protection and indemnity) clubs,
with reinsurance backing from the
traditional insurance market.”

Mr. Williams, who estimates that
new requirements could mandate
liability coverage up to $100 mil-
lion for catastrophes involving one
or more vessels.

"Insurance cover will clearly
have to be available worldwide, ei-
ther on a direct basis or with heavy

reinsurance support,"” Mr. Williams
said.

Lloyd’'s bill

Not even Sir Henry Fisher, who
led the team that wrote the report
that resulted in the Lloyd's of Lon-
don self-regulation bill, says he
wants separation between member
and managing agents.

"l believe that if it became possi-
ble for the same person, firm or
company to act both as a managing
agent and as a member agent so
that it was no longer possible for
managing agents to have direct
names, standards of underwriting
would decline and Lloyd's will suf-
fer,” Sir Henry said in a letter to
The Times.

Lloyd's members are now voting
on additional provisions to the bill
that would divest brokers from
managing underwriting agents and
member agents from managing
agents.

If members vote against the sep-
aration of member and managing
agents as expected, Parliament will
have to decide whether to Kill the
bill.

But Sir Henry said that this type
of separation was never mentioned
in his report on Lloyd's self-regu-
lation.

"Names would be deprived of
the freedom which they now enjoy
to put their affairs in the hands of
an agency which has its own syn-
dicates," he said.

This issue also creates difficulty
in carrying out divestment of bro-
kers and underwriters, which the
report recommended, Sir Henry
explained.

A Lloyd's spokesman said the
controversy over the bill will post-
pone its enactment until at least
next summer.

"Let's assume everything goes to
plan from now on. Then we're
probably talking about next spring,
early summer," the spokesman ex-
Fl===airrme i _ -



Resolute Reinsurance

licensed in New York

The Resolute Reinsurance Co., a

subsidiary of the GEICO Carp., has .

been licensed to write non-life re-
insurance accounts 'in the state of
New York.

With an initial capitalization.of
$15 million, the new company will
write all classes of treaty and fa-
cultative reinsurance business-ex-
cluding life-from intermediaries
worldwide. The company will pur-
sue licensing in other jurisdictions
throughout the United States.

Transportation cover

American National General
Agency's Portland, Ore., office -has
been selected as a managing gen-
eral agent for transportation cover-
ages provided by Armco Special
Risks of Dallas..

ANGA has binding authority for
trucking coverages, which. the
company says will allow for quick
response to local insurance agents'
underwriting needs. Armco Special
Risks writes automobile liability,
physical- damage- and inland ma-
rine coverages.

Reinsurer

Interamerica Reinsurance Corp.
is a newly licensed. reinsurance.
company in New York.

The company is headed.by Presi-
dent Clyde B. Baver Jr., who
comes to - his new - post 'from Tre-
Fae Inc. He has 25 years experi-
ence in underwriting and manage-
ment activity.

The company is located at:161

William St., New York, N.Y. 10038;
212-732-1601.

Acquisitions

Mel Reynolds Co., Special
Risk Adjusters and Gilliland-
McReynolds, three Dallas-based

associated firms, have merged with
Alexander &, Alexander Ser-

vices Inc..of New York. Mel
Reynolds- specializes in insur:
ance for bank loan customers. SRA
handles claims-adjusting -for Mel
Reynold's clients, and Gilliland-
MeReynolds is a data-processing
company that issues insurance po-
licies.for banks and insurance

agents.

New offices

GAB Business Services Inc.
has opened a service- center at 1679
S. DuPont Highway, P.O. Box 1257,
Dover, Del. 19901; 302-734-4456.

Johnson & Higgins Willis
Faber Ltd. has opened an office in
Halifax, Nova Scotia, to serve eli-
ents in the Atlantic region.

USC to present
sampling course

LOS ANGELES-The Univer-
sity of Southern California will
present a new five-day course enti-
tled. "Sampling Strategies" N6v.
16-20.

The course will provide training
for industrial hygienists and others
who are responsible for designing
and implementing sampling proce-
dures in support of an effective oc-
cupational safety and health pro-
gram.

The course also covers the legal
aspects of sampling, statistics fun-
damedtals, quality control, long-
and short-term techniques, em-
ployer decisions and a case-study
workshop.

For information contact the Uni-
versity of - Southern California In-
stitute of Safety & Systems Man-
agement, Office of Extension & In-

Service Programs, Los Angeles,
CLli F"O066"if 219-74a43-659R .

:markets

J.H. Blades & Co. line. has

opened a branch office at 9400 N.
Central Expressway, Suite 209,

Dallas, Texas 75231. Blades als6 has .

relocated its Denver office to Villa
East Il, Suite 209, 393 S. Harlan St.,
Lakewood, Colo. 80215. Metro-
politan Reinsurance Co. a sub-
sidiary of Metropolitan Life.lnsur-
ance Co., has opened a branch - of-
fice in Chicago at 100 S. Wacker
Drive.

Spencer Douglass Insurance
Associates, a San Diego-based
bonding firm, is opening.a new
Southwest regional office at 4621
N. 16th St., Phoenix, Ari=z. .
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With our safety program

YOou Can save rmore

You can save lives and cut down on accidents.
You can eliminatethose working conditions that
can hurt your people.

Argonautsafety programs have helped protect
thehealth and safety of millions of workers for
more than-30 years. We're specialists in Workers'
Compensation and Hospital Liability, and offer a
wide variety of quality programs-in property and-.
other commercial casualty lines as well.

We know what hazards to look for in your com-
pany; how-to help you make youroperation safer.

than money.

And the strength of our assets-over $1 billioni-

means financial security and peace of mind for
the companies who choose Argonaut.
, Ask your insurance agentor broker about us.

We can help youchange a lot more thanyour
balance sheet.

PEArgonaut.

Where people take your business seriously.

National Specialists in Workers"Compensation and Hospital Liability.
250 Middlefield Rd.,Menlo.Park, CA'94025 (415) 326-0900
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j Check us out

Ff Alarm Company Liability (including Errors & Omissions).
f Security Guard Liability.

01 Police Professional Liability.
[* Municipal General Liability.
64 Public Officials Errors & Omissions.

1-800.531.7205 » 1.800.531.7224 + 1-800.292.5721 (Texas only)

Bayly, Martin & Fay/San Antonio
RO. Box 17800

San Antonio, Texas 78217

Het working.

Associated's expert underwriters
know where their work is. Some-

times it's in the office. Often it's in
the field. We realize that when you
need a fast response on an excess,
surplus lines or special risk the best

Policy for auctioneers,

appraisers

A new professional liability pol-
icy for appraisers and auctioneers
has been introduced by The St.
Paul Fire & Marine Insurance Co.

The Appraisers' and Auction-
eers' Professional Liability Policy
covers losses caused by negligent
acts and errors and omissions in
the course of professional duties.

This new coverage is a claims-
made policy, with a current-year
feature that allows policy updates
to keep pace with inflation. Single
limit contracts are available with
limits from $100,000 to $1 million.
Write The St. Paul Cos., 385 Wash-
ington St.,St. Paul, Minn. 55102.

Condo cover

Armco Special Risks Insurance

way to get one is to get an expert
out of the office and onto the scene.
That's why the office is empty. But

don't worry. There's another quali-
fied underwriter in the next office

over, ready to serve. Call Associated.

b 1 Associateddnternationatinsurance-Gompany: .

= Excess - Special Risk - Surplus Lines - Liability and Property

r Business accepted through specifically qualified surplus line brokers and reinsurance :ntermediaries

introduced

products
& services

now offers condominium directors
and officers liability insurance.

Coverage is available in all 50
states, with limits up to $1 million
for up to 400 units in a complex.

Contact R. Max Williamson, Sen-
ior vp, Armco Special Risks, 1221
River Bend Drive, Dallas, Texas
75247; 214-689-8333.

Security guards

Security guard industry insur-
ance is a new program offered by
Stewart Smith.

The occurrence-form policy is
available to professional agencies
and companies. Limits up to $1
million are offered with no aggre-
gate limit except on errors and
omissions.

For details contact your Stewart
Smith office: Chicago, 312-236-
7333; Dallas, 214-688-1051; Detroit,
313-963-7084; Los Angeles, 213-382-
6201; New York, 212-964-2929.

Hazard signs
The Seton Name Plate Corp. has

introduced new hazardous material
signs. These new placards have
four-digit identification numbers
and are available for tankers, vehi-
cles or railway cars.

The placards are bright orange
and self-adhesive and conform to
federal hazardous materials rules.
Write Seton Name Plate Corp., 976
Boulevard, New Haven, Conn.
06505; 203-772-2520.

Escape masks
Alma International Ltd. is man-

ufacturing a portable emergency
escape mask. The mask provides 20
minutes of safe breathing in a
smoke-filled atmosphere.

The mask fits adults and chil-
dr-en. It weighs less than 11 ounces,
is portable and comes with a carry-
ing case.

The mask costs $29.95, plus $2
for postage and handling. For in-
formation write Alma Interna-
tional Ltd., 93 Main St., P.O. Box
386, Woodbridge, N.J. 07095.

Consulting service

Technical Management Consul-
tants Inc. has introduced consult-
ing services available to agents,
brokers and plan managers for ca-
sualty lines.

Specialties include analyses of
exposures, preparing risks for mar-
keting, liaison on carrier recom-
mendations and defense and su-
brogation support. These services
are also available to offshore
group-owned insurance companies
and captives.

Write Charles G Grady, Techni-
cal Management Consultants Inc.,
Box 2549, Satellite Beach, Fla.
32937; 305-777-5902.

Sprinkler system

The Viking Corp. has designed a
new sprinkler system for intensive
fires. The High Challenge sprin-
kler can be used in areas where ex-

tremely large fires are most likely
to occur.

The sprinkler uses a double de-
flector to produce more water
drops to help quickly extinguish

flames.

It is UL-listed, FM-approved and
available nationwide. For details
contact The Viking Corp., 210 N.

Industrial Park Road, Hastings,
Mich. 49058; 616-945-9501. .



Georgia eye-care insurers
must now pay optometrists

ATLANTA-Newly issued or
renewed health insurance policies
that pay for eye care will have to
provide for payment to optome-
trists under a new Georgia law that
went into effect July 1.

The coverage will be in addition
to paying for services rendered by
a medical doctor (ophthalmologist),

Georgia Insurance Commis-
sioner Johnnie Caldwell has noti-
fied companies that write health
insurance in Georgia that the new
law will apply to individual and
group policies issued or renewed
after June 30.

It will apply to only those ser-
vices that come within the legal
scope of the optometrists. They are
not allowed to prescribe drugs for
the treatment of eye disease nor
perform surgery.

Deputy appointed

HARRISBURG, Pa.-J. Alan
Lauer has been named Pennsylva-
nia deputy insurance commissioner
for rate and regulation.

He also will serve as chief actu-
ary for the department.

Mr. Lauer, 48, served as an actu-
ary for Penn Mutual Life Insur-
ance Co. since 1969. Before that, he
was employed as an assistant actu-
ary with Provident Mutual Life In-
surance Co. He is a graduate of the
Wharton School at the University
of Pennsylvania.

Insurer banned

TALLAHASSEE, Fla.-The
Proprietors Insurance Co. of Dela-
ware, Ohio, will stop writing insur-
ance in Florida for now.

The insurer, hit recently with
severe losses, has agreed to suspend
operations in exchange for the lift-
ing of an earlier cease-and-desist

order issued by Insurance Comis-
sioner Bill Gunter.

The order was based on a review

of the Ohio-based company's finan-
cial statements for the year ending
Dec. 31, 1980, and the quarter end-
ing March 31. Approximately 90%
of its Flordia policies are with
bowling alleys.

For the first quarter of 1981, the
company's ratio of net premiums
written to surplus was 16-to-1, and
its surplus was less than $1 million.
Under Florida law, if net premium
is more than four times the sur-
plus, property/casualty insurance
companies must maintain a surplus
of at least $50 million.

Mr. Gunter said a dramatic in-
crease in fires at bowling alleys in-
sured by Proprietors had reduced
the company's surplus. To protect
Florida policyholders, he con-
cluded that the company should be
prohibited from transacting insur-
ance business in the the state until
its financial condition improves.

If Proprietors has not been au-
thorized to resume its Florida busi-
ness by a policy's renewal date, the

holder of that policy must seek in-
surance elsewhere.

Pension coverage

Some 23.5 million Americans
were covered by private pension
plans administered by U.S. life in-
surance companies at the end of
1979, an increase of 1.8 million
over 1978, the American Council
on Life Insurance reports.

This figure includes retirees re-
ceiving pension benefits who left
employment before retirement
with vested pension credits and ac-
tive workers.

Pension reserves backing these
plans reached $139.2 billion at the
end of 1979, the council said. That
was a increase of 17% over the year

P e—— T = _ —

around the states

BC/BS rate hike

NEVW YORK The New York
State Insurance Department will
have a public hearing July 8 to
consider an application for a 21%

rate hike by Blue Cross/Blue
Shield of Greater New York.

111t

The increase will affect basic
hospital, basic surgical-medical,
major medical, Medicare supple-
mentary and student contracts.

The proposed effective date of
the increase is Oct. 1 Blue
Cross/Blue Shield was granted a
hike of 17.8% on Nov. 1, 1980.

.business

INSURANCE SERVICES GUIDE:

where buyers and sellers meet.

turn to page 26



If you think your premiums
are paying for your competitors’ losses,
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check with the leader.

Controlling Insurance costs can go a long way toward improv-
ing the bottom-line results of your company. As the world’s
leading broker, Marsh & McLennan can help you develop the most
cost-effective method of administering your risk management
program.

We can identify the areas of coverage where your loss experi-
ence is better than the average for other companies in your industry
—and develop loss-sensitive programs based on your loss history



that give you credit for the quality of your operations and improve

your cash flow. So you don't pay for your competitors' poor loss
records.

Improving your loss record

High loss ratios not only ultimately increase insurance costs,
but interfere with your company's productivity as well. M&M Protec-
tion Consultants, our loss-control specialists, develop hazard-control
programs that are effective in reducing losses and which lead to
lower insurance premiums.

When a loss does occur, we can help you settle the claim
through the most advantageous claims management plan.

More ways to control costs

Marsh & McLennan can help you reduce your fixed premium
costs in other ways, too. For example, we can analyze your level of
risk retention and recommend appropriate deductibles or risk-
retention levels.

Altogether, Marsh & McLennan has the people, organization,
experience and negotiating power in the insurance marketplace to
provide the most cost-effective coverage for all your company's assets.

For more information on controlling your

company's insurance costs, write for a copy of our booklet --- 1
'Alternative Insurance Measures" to: Mr. Robert Clements, i

President, Marsh & Mcl.tnnan, Incorporated, eK-"/a-—
Dept.10BI,RO. Box 839, Radio City Station, New York, M6
NY 10101.

When it comes to insurance, come to the leader.

Marsh &
MSLennan

51980, Marsh & Mclennan, Incorporated
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Scor Risk offers you a unique opportunity
yo u a re to evaluate, -c imp ement and

successfully rranage a Captive for your

company or group,

even thinking e v s o

sell insurance; therefore, our view is
totally objec-ive.

a b O u t a C a pt i Ve J - We are specialists with successful

"iands on' expe-lence managing
Captives.

d O n 't d O a n yt h i n g » We maintain management facilities in

until yvou

Bermuda and the Ca¥man Islands.

* We are par- of a worldwide organization
with many resources to draw from.

a I k S CO r For information, contact Tom Miller.
L}
SCOR RISK MANAGEMENT, INC.
- P.O. Box 220032 - Dallas, Texas 75222

Y)u've all b en sterling

(214) 659-5891 - WATS: 800-527-5835

Jon Newsome to head

Statesman

Jon P. Newsome named presi-
dent and chief operating officer of
Americar. Life and Casualty Co. of
Fargo, N.D., a subsidiary of The
Statesman Group Inc.

Other insurer changes:

Eugene F. Duflo has been pro-
moted to senior vp at Alpha Avia-
tion Insurance in Hasbrouck
Heights, N.J.

Charles J. Pentis named vp of

claims for the Michigan Mutual In-
surance Co. in Detroit

Prudential Insurance Co an-
nounced three promotions: Ste-
phen R. Braswell promoted to
president of its Southwestern oper-
ations in Houston; E. William
Nash Jr. promoted to president of
South Central operations in Jack-
sonville, Fla.; and Milan Resano-

Few companies have had the op-  our agents. From our employees.
portunity to put on the silverto  You've all been sterling. Now
celebrate 25 years in the Excess  we'd like to thank all of you as
and Special Risk business. Be-  we go for the gold.

cause few companies have had

Here today. Here tomorrow.

the support we've had. From our  Fireman's Fund Excess BSpecial

clients. From our brokers. From Risk.

Fireman: Fynd Insurance Companies - Since 1863. Home Office: San Francisc,7

subsidiary

comings &
goings: industry

Braswell Nash

vich promoted to vp in the corpo-
rate finance department.

William B. Shapard appointed
secretary of the Continental Insur-
ance Cos.

Steve Martin appointed to the
newly created position of program
coordinator for the Fremont In-
demnity Co. property/casualty de-
partment.

American International Group
Inc. has announced three additions
to its production staff. Dorothy L.
Coon named production represen-
tative with AIG in San Antonio,
Texas; Roxanne Proper named
production manager for Syracuse,
N.Y.; and James D. Creasy named
production manager in Richmond,
Va.

Michael R. Taillon named ca-
sualty manager for the Canadian
operation of American Interna-
tional Underwriters, AlU Canada
Ltd.

At INC Corp. in Philadelphia,
Pa., Joseph J. Talarico elected a
vp and Edward A. Denker Jr.
elected assistant vp.

Reinsurers

General Re Corp. announced a
series of promotions. John C.
Etling, Ronald E. Ferguson and
Robert 0. Shepler named vps and
group executives for the parent
holding company and directors for
General Re and General Reassur-
ance Corp. Ronald L. Bornhuet-
ter appointed vp of finance. John
E. Hollis named vp of the London
office. Thomas C. Jones promoted
to second vp in the St. Paul, Minn.,
office, and Diane V. Bistany pro-
moted to assistant vp in the Green-
wich, Conn., office.

Matt J. Hanke Jr. appointed as-
sistant vp of RFC Intermediaries
Inc. of Los Angeles, a subsidiary of
Continental Corp.

Carol Hirsch named a vp at
Andrew Edwards & Co. Inc., a re-
insurance intermediary and con-
sulting firm in New York.

American Re-Insurance Co. an-
nounced new promotions. Robert
L. Fuller and Michael C. Felts
appointed assistant vps to the fa-
cultative staff in New York. Also
at American Re-Insurance Co.,
Peter F. Toy promoted to assistant
secretary, while retaining his posi-

tion as casualty manager in the At-
lanta office.

Excess/surplus

George W. Stone joined Baccala
& Shoop Insurance Services as vp
and property manager in the Chi-
cago office.

Burns & Wilcox Ltd./Market-
finders Inc., managing general
agents in Southfield, Mich., an-
nounced four promotions. Gerald
W. Horton promoted to under-
writing manager; Steven C. Gales
appointed assistant underwriting
manager; John J. Janusz pro-
moted to senior casualty un-
derwriter; and George A. Cven-
gros was named assistant un-
clder s riter _ [
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Claims-made worries
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companies afforded coverage because of llustration Ghristine Perry
an alleged accounting error

This case typifies most professional ha- not, and, consequently, Home was obli- insuring agreement is quite specific in vital to the maintenance of coverage
bility losses The date of the alleged mal- gated neither to defend this pending neg- stating there is no coverage in this case, under a claims-made program.

practice, its discovery and the resulting ligence action nor pay any Judgment Under these circumstances, it is entirely In 1973, when the action by the Rao es-

claim were widely separated against the plaintiffs therein " plausible that the plaintiffs would surmise tate commenced, the plaintiffs were in-
The plaintiffs were engaged by Frank Of course, the plaintiffs had no control that they had nothing to gain by reporting sured by American Home Assurance Co
and John Rao, partners in a wholesale 11- over when the claim would be made They the error to the insurer An endorsement to this policy limited cov-

quor business, to prepare a balance sheet had to decide, on the basis of imperfect This line of analysis is wrong Virtually erage to claims "arising out of professional
in July 1968 The plaintiffs relied on ac- knowledge concerning the Rao situation all modern claims-made policies contain a services performed during the policy pe-
counts receivable figures supplied by or any other liability exposure when the discovery clause that provides that if the riod ,- and which are reported to the
Eleanor Rao, a relative, their longtime Home policy was in force, if the five-year insured first becomes aware of an incident company during the policy period.

bookkeeper extension satisfied their requirments that may give rise to a claim and gives In other words, the American Home
The plaintiffs stated that they first written notice to the insurer during the policy afforded protection only if a loss is
learned in 1971 that Eleanor Rao had in- ere lies the fundamental argument policy period, any subsequent claim is Incurred, discovered, claimed and re-
tentionally provided them with inaccurate against the claims-made policy It deemed made during the period ported to the insurer during the policy pe-
data. They were advised by their clients does not provide financial security against The plaintiffs could have obtained cov- rlod-a remote possibhty given the time
that the misstatement was a family matter exposures that may arise during the policy erage by notifying St Paul in 1971 lapse associated with accountants' profes-
and would be resolved directly with period It is a deficiency that can only be In the typical claims-made policy, the sional liability insurance.
Eleanor Rao rectified if the claims-made policy gives discovery clause is buried in the fine print Nonetheless, the court stated that "the

On May 30, 1973, the plaintiffs were the policyholder the option to purchase of the policy conditions where few would exclusion does not seem unreasonable”
named in a suit brought by the executor of coverage for a unlimited reporting period expect to find a provision that so funda- and ruled that American Home was not
the estate of Frank Rao charging them The problem created by claims-made mentally changes the scope of coverage liable
with professional negligence in the prepa- Policies containing this limited option did The illusion that a policyholder cannot in-
ration of the balance sheet not arise in Gereboff because coverage voke coverage until a loss has matured 'T'here is an additional reason, not men-

Home Indemnity Co was the insurer in provided by the Home policy was replaced into a claim is created by the policy title 1 tioned in the court's opinion, support-
1968 when the alleged malpractice oc- by the St Paul Fire & Marine Insurance and insuring agreement ing American Home's position Under vir-
curred The policy afforded coverage for Co. Also, it is reinforced by the notice that, tually all claims-made policies, coverage
claims that are reported to the insurer This policy covered prior acts, including pursuant to a 1974 Califorma statute, must against of any act, error or omission that
during the policy period and offered the the alleged balance sheet error, provided be prominently displayed on the policy occurs before the policy period does not
policyholder the option of purchasing an "claim is made or suit is brought during face sheet. That notice generally reads as apply if the insured could have reasonably

extension to cover claims reported as long the policy period." follows foreseen a claim at the policy effective
as five years after the policy term expired. St Paul was the insurer in 1971 when "Except to such extent as may otherwise date

The court concluded that Home was not the alleged misstatement m the amount of be provided herein, the coverage of this This exclusion underscores the impor-
liable* the accounts receivable was discovered by policy is limited generally to liability for tance of promptly reporting the discovery
"The claim was not reported untll more plaintiffs Here the court, abandoning the only those claims that are first made of facts regarding a possible loss In failing
than four years after the policy had ex- "but for" rationale of the holding in favor against the insured while the policy is in to do so in 1971, the plaintiffs permanently
pired That delay would not have been of Home, ruled that the claims-made limi- force."” lost coverage
fatal had the plaintiffs exercised their op- tation was valid. Consequently, the St. There is considerable merit to the argu- Claims-made insurance can provide a
tion to extend the reporting period for up Paul policy did not apply to the loss in ment that this statutory notice obscures- positive solution for both the insured and
to five years after expiration. But they did question if not actually conceals-the nature of the the insurer in the area of professional lia-
Consider the plaintiffs' situation They coverage Policies with discovery clauses bility insurance by affording the parties
first learned about the misstatement dur- are more aptly described as "discovery po- flexibility in handling underwriting prob-
Kenneth S. Wollner ts a Tisk management ing the St. Paul policy period, but were licies " Recognition of the importance of lems associated with long time lapses On
consultant employed by The Wyatt Co in informed by the Rao brothers, their eli- promptly reporting any facts discovered the other hand, regulation is desirable to
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Can you

resist

iINsurance ads”?

By Peter Downes

Do YQUBEMEMBRER Ravlays dogs?

ring a dinner bell and his dogs would start
salivating. This used to be called a condi-
tioned reflex and probably it still is. In-
deed, behaviorists tell us that each of us
has been subjected to conditioning since
birth and that we all react to signals the

a4

way Pavlov's dogs used to respond.

| acknowledge, of course, that | am as
conditioned as anybody else, but | have
always thought it possible to resist a par-
ticular kind of conditioning. For instance,
| have always prided myself on being re-
sistant to advertising, but now | am not so
sure. A short while ago | found, to my
utter chagrin, that certain advertising may

have had a subliminal effect on me.

INS" t

benefit tax slants

This all came to mind after | had

watched a program on television one eve-
ning. Perhaps | should explain that until
then | had not watched a commercial TV
program for more than 10 years. Actually,
the program was a bust, but | thought the
advertising was fascinating.

Now, | have heard from time to time
that some insurers advertise, but | saw
none of their ads at that time. | thought
this unfortunate, so | amused myself for a
while adapting some of the commercials |
did see to an insurance situation.

My first scenario involved a fender
bender. After the crash, two drivers leave
their cars and begin exchanging informa-
tion.

"Ah," says the first driver, "l see you
have automobile insurance with the Myo-
pia Insurance Co."

"Not so," says the other. "I don't have
automobile insurance with the Myopia In-
surance Co."

"But this card you have given me
clearly says Myopia Insurance Co."

"l repeat, | don't have automobile insur-
ance with the Myopia Insurance Co. What
I have is new, improved automobile insur-
ance with the Myopia Insurance Co."

People who write ads can think up a
thousand ways of telling how product A is
better than brand X. The night | watched
television, a car company played that
game, and | thought an insurance broker
might also play it. A well-groomed,
young-looking, gray-haired executive type
faces the camera and assures us confiden-
tially that "We at Francis B. House knew
that we were the best insurance brokers in
the world and we decided to prove it.

"To do this, we asked an independent
market research organization to find out
how we stacked up against our nearest
competitor, Jackson & Huggins.

"Jackson & Huggins is a fine old firm
that prides itself on its conservative out-

look and its choice of tried and true
methods. We at Francis B. House are no
newcomers either, but our pride lies in
being as up-to-date as this evening's news.
And you out there feel the same way.

"In our survey, 70% said that Francis B.
House provided better service, 72% said
that Francis B. House settles claims more
promptly and 84% said that Francis B.
House had the best rates. In every depart-

ment you rated Francis B. House as being
better than Jackson & Huggins.

"If you wish to know more, let us send
you our brochure. And remember our slo-
gan, The House always has the edge.

This was perhaps too true to be good.
Perhaps | ought to stick to the Everypro-

vince Insurance Co. and their offer to

issue regular and king-sized policies.

I even thought of stealing E.F. Hutton's
old ad and pretending it was by an insur-
ance broker. Near the camera, one man
says to another, "My broker is ... " The
location is a funeral home, and the
preacher stops reading the service, the
mourners face camera, waiting to hear
pearls of wisdom, and a bony arm slowly
raises the casket lid-from the inside.

No, | thought, better stick to something
original. So, let's run some quick shots of
catastrophes such as a towering inferno, a
train crash, an earthquake and a flood.
And as the camera turns from the flood,
we see a vast prairie over which a Cones-
toga wagon is slowly rolling toward us.

As it. comes closer, a voice solemnly in-
tones: "Do you feel that you are paying for
everybody's insurance except your own?
The perceived wisdom has always been
that payments of small amounts by many
are intended to pay the large losses of the
few. We say that this conventional wis-
dom is as outmoded as the wagon now dis-
played on your screen. If you do not wish
to pay for your competitor's losses, con-
sider the services we have to offer ... "

| swear that | never consciously read ad-
vertisements, except when | am actually
looking for something. However, a day or
so later | was flipping through a magazine
when an ad that caught my eye began, "If
you think your premiums are paying for
your competitors' losses ... "

Coincidence? Well, perhaps. From what
| said at the time, however, an onlooker
might have thought | believe my mother
to have been one of Pavlov's dogs.

Peter Downes is man-
ager Of insurancefor
American Trading &
Production Corp. in Bat-
timore. His industry sat-

ire appears regularly in
Business Insurance.

Life policy transfer can lower death taxes

By Joseph S. Robinson
Attorney-at-law

HEN ,f\N EI\fIPLﬁYEE assigﬁ_s ow-
nership interestin his group 1ite In-
surance to his spouse or other beneficiary,
he can sometimes save a lot of money in
death taxes.

Should an employee die within three
years, the death benefit will be included in

the estate. Otherwise, the proceeds of the
insurance will remain outside the taxable

estate.

What happens if a group term policy is
taken out and assigned more than three
years before death? Is the annual payment
of premiums an annual re-purchase or

merely a renewal? That's the question on
which the Internal Revenue Service was

asked to rule.

Mr. Smith worked fér a company that
provided employees with coverage under
a one-year group term insurance policy.

More than three years before his death,
he transferred the policy to his wife, re-
taining no incidents of ownership.

The policy contained an option to
renew for additional one-year periods
without regard to the policyholder's
health at the time of renewal. The policy
also granted the assignee the right to
convert the group term policy to an indi-
vidual whole life policy when a policy-
holder either reached age 70 or termin-
ated employment. The policy contained
no provisions for cash surrender or loan
value.

Did the premiums paid in the three
years before the policyholder's death cre-
ate a new insurance contract each year?
Or was the insurance a continuing con-
tract that was transferred before the
three-yearperiod?

The IRS determined the payment of
renewal premiums for group term insur-
ance within three years of death does not

include the value of the policy in the de-
cedent's gross estate. "Under this group
term policy, there is an option for auto-
matic renewal upon payment of the pre-
mium. This renewal is accomplished
without providing evidence of insurabil-
ity.

"In addition, (the assignee) has the
continuing right to convert the group
policy to an individual whole life policy.
Thus, the policy is one of a continuing
nature. The rights.and obligations of the
parties continue without interruption
from the policy's inception as long as the
policy is renewed on each anniversary
date.

"The renewal of the group term life
insurance policy is not a purchase of a
'new' agreement.”

Therefore, the payment of each re-
newal group life premium is not a trans-
fer of insurance coverage (Letter Ruling
8034017).

Social Security

With ever-increasing Social Security

rates, employees are complaining more
and more about the amount they have to
contribute each year. The maximum is
now a shade under $2,000 a year. How-
ever, if employees were alerted to the
benefits afforded their family, perhaps
their concern would be alleviated.

For example, take a typical 35-year-old
executive who is married and has two
small children. According to the project-
ions of the Research Institute of America,
a tax information service, here's what the
benefits of Social Security can add up to:

Survivors insurance

(i.e., life insurance) $318,551
Disability insurance 311,108
Retirement insurance 169,963
Totalinsurance $799,622



Start preparing your entry
for annual EBC competition

It's time to prepare your entry
for Business Insurance's ninth an-
nual Employee Benefits Communi-
cation Awards Competition.

The contest gives your company
a chance to see how its benefit in-
formation program stacks up
against others, and it gives em-
ployee benefit managers a chance
to grab a little glory.

Entries are now being accepted.
The deadline is Aug. 15.

Entries will be judged for cre-
ativity and effectiveness in five ca-
tegories: booklets, personalized
correspondence, audiovisual pre-
sentations, special projects and
total communication programs.

First-, second- and third-place
awards will be presented at the
Business Insurance Employee Ben-
efits Communications Conference
in Chicago Nov. 16 and 17.

Qualified judges from the New
York metropolitan area are also
needed. Directors of corporate
communications, public relations
people and employee benefit man-
agers are invited to apply.

Last year, 139 entries were re-
ceived. Twenty-seven employee
benefit consultants were repre-
sented in the contest.

Tennessee Farmers Cooperative
of La Vergne, Tenn., and Ameri-
can Can Co. of Greenwich, Conn.,
tied for first place last year in per-
sonalized correspondence. Baxter
Travenol Laboratories Inc. of
Deerfield, lll., took the top spot in
the booklet category.

S.C. Johnson & Son Inc. of Ra-
cine, Wis., won first place for spe-
cial projects in 1980. Northern Nat-
ural Gas of Omaha, Neb., took top
honors for its audiovisual presenta-
tion, while Miller Brewing Co. of
Milwaukee had the best total com-
munication program.

Judges for the 1980 competition
were Mary Beth Gibbons, benefit
analyst for Monroe, The Calculator
Co. in Morris Plains, N.J.; James
M. Franklin, vp of finance and ad-
ministration at Crain Communica-
tions Inc. in Chicago; Thomas D.
Meisner, benefit planning consul-
tant for Merrill Lynch, Pierce,
Fenner & Smith Inc.; George Tuc-
cio, partner and a co-founder of
Weltman Augay advertising
agency in New York.

Quebec elects

RIMS officials

Sixteen risk managers were
elected to the Board of Officers of
the Quebec Risk & Insurance Man-
agement Assn. in Montreal last
month. The new officers will serve
until May 31, 1982.

Those elected were: presi-
dent,George Balcer, Cons. Bath-
urst; first vp, Phil Turcotte, Impe-
rial Tobacco; vp/advisory commit-
tee, William E. Randell, Petrofina
Canada; vp/finance, Gilbert Ba-
doul, Seagram & Sons Ltd.; audi-
tor, Shelton C. Prichard, Alcan
Aluminium Ltd.; secretary, Patri-
cia Sexton, The Royal Bank of
Canada; past president, John M.
Pearson, Celanese Canada Inc.; na-
tional director, Ben M. Eisenstat,
Dominion Textile; chairman/edu-
cation, Paul St. Denis, Bell Canada;
chairman/events, Joseph Antony,
Mercantile Bank of Canada; chair-
man/interassociation liaison, Jae-
ques St-Amant, Teleglobe Canada;
chairman/legislative, Laurian
Rioux, Marine Industries Ltd.;
chairman/membership, Raymond
Lafontaine, Con. Bathurst; chair-
man/program, Andrew Padanyi,
Canadair Ltd.; chairman/publicity,
Paul Godin, Sintra Inc.; coordina-
tor/Canadian & RIMS conferences,

Pierre Blais, government of Que-
bec.

Also, Barbara A. Bauer, director
of corporate communication for
American International Group;
Margaret M. Gagliardi, vp of em-
ployee benefits/U.S. at American
Express Co. in New York; Jane E.
Sayers, manager of domestic bene-
fit policy, communication and
training for Mobil Oil Co.; Susan
Jacobs, manager of employee com-
munucations at North American
Phillips Corp.; Kenneth H. Rabin,
associate director of public rela-
tions at George Washington Uni-
versity.

Also, George W. Wallace, direc-
tor of trade relations and merchan-
dising for Reader's Digest; Paul E.

Wish, head of corporate communi-
cations for the Atlantic Cos. in

New York; Robert J. Davis Jr.,
personnel director of the Bergen
Evening Record Corp. in Hacken-
sack, N.J.; Robert Rickner, special-
ist in advertising and sales promo-
tion for Chubb Group Insurance
Co.; and David Bart, manager of
employee benefits at Avon Prod-

ucts.

For information about the con-
test, use the accompanying coupon
or write Ronnie |I. Drachman, Ben-
efit Communications Awards,
Business Insurance, 220 E. 42nd St.,
New York, N.Y. 10017.

For information about the Em-
ployee Benefits Communication
Conference, contact Crain Educa-
tional Division, 740 Rush St., Chi-
cago, lll. 60611; 800-621-6877. .
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Employee Benefit Communication Awards Competition
Mail to: Business Insurance
Benefit Communication Awards
220 E. 42nd Street
New York, N.Y. 10017
Yes, | am interested in entering our communications
program(s). Please send me entry

blank(s) and the competition rules.

Name, title

Company

Address

State ZiP

City

Telephone

52 great iIssues coming up!

ISSUE NUMBER

32. suRPLUS

ISSUE DATE AD CLOSING

AUG JuUL

1028

moretocome:

30.

31.

32. EXCESS/SURPLUS

33.

34.

35.

36.

37. MARINE INSURANCE

38. IIAA CONVENTION ISSUE

39.

40.

41. INTERNATIONAL INSURANCE

42.

ISSUE DATE AD CLOSING

JUL 27 Jul 15
AUG 3 Jul =22
AUG 10 Jul 28
AUG 17 Aug 5
AUG 24 Aug 12
AUG 31 Aug 19
SEP 7 Aug 26
SEP 14 Sep 1
SEP 21 Sep 8
SEP 28 Sep 16
ocCcT 5 Sep 23
OCT 12 Sep 29
OCT 19 Oct 7

You can now reach the decision makers in the insurance marketplace 52 times a year in the industry's communications leader...
Business /nsurance. For your convenience, we have listed all upcoming issues for the next few months along with special editorial
information and advertising closing dates. Avoid the rush. Be where the action is this week and every week.

business
iNsurance

a publication of Crain Communications Inc.

New York: 220 East 42nd Street, NY 10017 (212) 210-0133 Chicago: 740 Rush Street, IL 60611 (312) 649-5275

Los Angeles: 6404 Wilshire Blvd.. CA 90048 (213) 651-3710
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Global brokers facing many challenges 5

By JOHN W. MILLIGAN tional broker will have to adjust to

economically motivated trade bar-
NEW ¥YORIK-" Barriers to riers and protectionism, which
trade" and "protectionism" are sig- often follow periods of recession
nificant forces that the interna- and political tension in various
tional brokerage community must parts of the world
learn to cope with if It hopes to This often results m delays and
flourish, the head of the new Flor- added expense for the buyer and
ida insurance exchange says detracts from the benefits of a
Alan Teale, president of the "wholly free si:uation,” he said
Miami-based Insurance Exchange In Western Europe, the Euro-
of the Americas and a former pean Economic Community has

flexibility, Reed Stenhouse's

Financial analysts sponsor seminar Mr Wilson said He predicted |

that international brokers will

NEW YORK-The Financial Analysts Federation, in cooperation continue to be flexible
with the Assn. of Insurance and Financial Analysts, sponsored its In an era where the boun-
sixth annual insurance seminar June 17 and 18 in New York. daries between international 4
The seminar attracted 225 insurance and financial Industry ana- markets are dissolving and the
lysts and featured presentations on areas affecting commercial in- world is looking upon a global
surance companies, corporate risk managers and international in- insurance industry, Mr Wil- 1
surance brokers son said that attempts by in-

surance companies to increase 4
their international business

director of Ll?fyd's of London's pol- "really torn down barriers to which Mr Teale described as soft "Things change hands, but they may be less than successful

icy-signing o

Ice, says interna- trade," Mr Teale said U S bro- and overcompetitive with "ridicu- change hands both ways," he said While many will try, he

tional brokers also face challenges kerage firms doing business in Eu- lously low rates" He said the soft The emergence of new technol- said, "strangely few of them
from the current state of the var-i- rope will have to "deal with and market is of no value to the broker, ogy and energy industries has have a wholehearted commit-
ous jnsurance markets and the meet” the Common Market's rules, which instead needs "stability, created new insurance needs, Mr ment, at every level of their

world's sluggish economy

credibility and a good atmosphere" Teale said, and the international staff, to writing multinational

Mr Teale, along William M Wil- Mr Teale said it is important for to thrive broker must be ready to provide business "

son, president and chief executive the international broker to be

"It must be righted soon,"” Mr the services that these new indus- To illustrate that the world

officer of Reed Stenhouse Co, dis- aware of such developments and Teale said of the market “pecause tries are demanding insurance market IS expand-
cussed the international brokerage their impact on business, no matter it can't be allowed to rest on in- e also pojnted to the emergence in% prcF]vidjmt; more opportun-
or

scene at the Sixth Annual Insur- what area of the world is in ques- vestment income for very much of new markets like the three ities

ance Seminar held by the Finan- tion
cial Analysts Federation Another consideration is the cur-

the international bro-

longer * fledgling insurance exchanges in ker, Mr Wilson pointed to the
The state of world trade and the United States, which along current position of the U S in-

To avoid "real trouble” in the fu- rent state of tne world insurance prosperity, particularly the slu?- with Lloyd's of London are of fu- surance market While it is
ur

ture, Mr Teale said, the interna- market, especially the U S market, gish international economy, is an-

WHY ITS GOOD BUSINESS TO HAVE RANGER'S
SPECIALIZED PROTECTION

Our kind of

specialization means a
more knowledgeable

handling ofour customers'
insurance needs.

e major Significance for interna- still the "single most dominant
other obstacle that the interna- tional brokers, he said insurance market in the
tional broker must negotiate A While the U S insurance indus- world," he said, the U S pom-
worldwide business recession ulti- try is the world's largest with a tion has been slipping steadily
mately reduces the amount of capi- tremendous capacity to absorb The United States provided
tal available for insurance and re- losses before looking abroad, Mr 63% of the world's premiums
insurance activities, Mr Teale said Teale said that U S brokers have in 1965, but that figure has
While international brokers are failed to take advantage of inter- dropped to 50%, he said "Or,

seeing a decline in available busi- national opportunities in other words, America has
ness, most seem to be holding their The secret of success for brokers provided 1% less annually
own, he said on both sides of the Atlantic IS over the last 15 years "

Brokers should increase
services: Risk managers

By WILLIAM BOOTH In the past, Mr Davignon said, Mr Davignon agreed that
the "insured was represented by a quality is the benchmark for

NEW YORK-As corporations somewhat unsophisticated insur- choosing a reinsurer, too
become more adept at covering ance buyer who had limited pro- Cost is only half the prob-
their own risks. insurance brokers fessional insurance training and lem, he said If a company

The dictionary says that to specialize is"to concentrate one's must increase their services or face education ' pays 8% and gets only 6% ser-

efforts in a special activity or field . . That's Just what we
have been doing for many years - providing specialized

.products and services to our customers on the best possible
basis at all times

** RANGER
. . INSURANCE COMPANY

+ A Subsidiary of

A\

Anderson Clayton
Atlanta - 404-457-7211 (PO Box 105028) 30348
Denver « 303-779-8383 (PO Box 3195) 80111
Houston « 713-622-6500 (PO Box 2807) 77001

Kansas City * 913-649-5500 (PO Box 8650) 64114

THE SPECIALISTS

TAKE THAT

possible extinction, risk managers But he said rising inflation and vice, it is paying t0O0 much, he
say the increased complexity of corpo- said But a corporation is Will-

Donald J Davignon, risk man- rate risks have brought a new type ing to pay fees of 10% when it
ager for Seagram & Sons Inc, and of insurance buyer a risk manager gets an equal amount of ser-
William Mather, risk manager for who possesses the technical capabi- vice, he added

Gillette Co. told a Financial Ana- lities to directly communicate cor- When shopping for reinsur-
lysts Federation meeting that the porate exposures to reinsurance ance for Seagram, Mr Davig-
traditional chain between risk underwriters non said he considers the fol-
manager, broker and underwriter This relationship naturally de- lowing criteria

is changing, largely because of the veloped into direct purchasing, eli- - Sufficient liquidity with
competitive insurance market and minating the broker as middleman, an adequate policyholder sur-
the increased sophistication of cor- Mr Davignon said plus

porate risK managers "Risk managers now do it all," - A history of profitability

These two fae tors, market Mr Mather said When scanning stemming from competent un-
changes and the ability of risk the market for primary un- derwriting

managers to do more than Just shop derwriters, Mr Mather said he - Satisfactory Best's rat-
for primary insurance, has considers quality, availability and ings, policyholders' ratings
changed the Industry and forced cost as the main factors and general financial strength
brokers to offer new services, he "And quality can't be offset by - A balanced underwriting
said cost,” he said portfolio to ensure long-term
"The broker will change or he "It's of no concern whether | growth and profitability
will wither," Mr Davignon said purchase insurance from a broker - Solid investment policy
"We are now interested in services, or an underwriter, as long as qual- - Adequacy of loss re-
not Just the marketplace ity is the same serves

A#4A Fill in and mail to: Free care for foreigners cut i

BUSINESS INSURANCE

EXTRA 740 Rush St., Chicago, IL 60611 LONDON-Pack your medical A foreign employee work-
7 EI insurance policy if you visit Britain ing for a foreign company but
M EAS U R E O F d F ] J Please next summer and make sure it contributing to the national
O enter, O renew, covers overseas trips health insurance fund will
El extend my subscription to Business -
PROTECT'ON o Insurance for P The Department of Health and also be eligible for free .
O 1 year $30 0 2 years $55 Social Security has decided that care o
Subscribe to: Business Insurance foreign visitors should no longer be In the past, many travelers
) ) . . A Canada, Pan American and all other subscribers outside the ble to tak d t f the fi h - din G t Britai
With loss prevention, risk financing and U S add $14 per year for surface postage Euroteand Middle a e_ O take _a vantage O | e free whno arrive _m rea ritain .,
employee benefit management becoming more East only add $32 year for air delivery medical service under Britain's na- pregnant, feeling 111 or need- 0
complex than ever, you can't afford to lag behind 0 Payment enclosed 0 Bill me 0 Bill company tionalized medical care ing eyeglasses made a beeline a

the "news" And the easiest way to make sure Charge to O Visa

you're fully, factually informed on what's happen-
ing in the insurance marketplace Is to
Read Business Insurance Every Week

It's the industry's dommunications leader It goes that
extra mile to make sure you understand both the
issues and the answers, have vital information needed
to make risk-reducing decisions, control costs, pack-
age employee benefit programs, and keep underwritirg  Pnmr,Any
practices sound
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astercard (Interban vate citizens are medically insured for free treatment, the spokes- 9, -

Exp Omp under the National Health Insur- man said. He said this kind of

ance Program and must make con- abuse has cost an estimated 50
tributions to it In exchange, they million pounds since the ser- 4
receive free medical treatment, al- vice began in 1948

(please print)

though inefficiency has prompted Patrick Jenkin, the British
some companies to offer private secretary of state, said well-
medical policies as a perk heeled foreigners often abuse

Anyone can now receive free the National Health Service .

Use the handy coupon or the card in this issue 0 Home or care, but by next summer it will be by receiving free treatment / ,
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agent/broker topics

By DAVE GALANTI

HARTFORD, Conn.-The "Insurance
apital of th6é United States" is just another
wn to commercial agents and brokers.

It's no Boston or New York, but several
ational brokerage houses have chosen to
oeh offices here, and good independents
smain. But brokers looking for big corpo-
te risks should look elsewhere, despite

concentration of insurance company
adquarters.

For the national brokerages, the Hart-

rd scope of interest is Connecticut minus
airfield County, the southernmost region

the state that is tied economically more

New York than New England.

Some Hartford brokers have Fairfield

*unty business, but it is not an area of
, centration for most offices.

ndependent agencies have followed
uch the same pattern, sticking to the

HARTFORD

Insurance capital just another broker city

mercial risks for most of their business.

"In Fairfield County, there are a large
number of Fortune 1000 companies," says
John Hall, vp of the 26-employee Marsh &
MelLennan office here. "In the rest of Con-
necticut, however, there are probably no
more than nine or 10.

"The cross section here is medium-sized
business-the levels below the Fortune
1000 to Main Street commercial. You can
grow here by catering to accounts Boston
and New York wouldn't relate to," he said.

The largest broker in Hartford is Alex-
ander & Alexander. With 85 employees,
the firm is a melding of three former inde-
pendents. Some Hartford brokers claim the
melding process was not always smooth.
However, Managing Vp Val E. Nichols,
who came to A&A from Johnson & Higgins
three years ago, says his firm is poised to
hold its Number 1 ranking in town.

S

*q

isn't a Detroit, either,” Mr. Nichols says.
"Unemployment is relatively low. There is
plenty of manufacturing, some large, some
small. There is industry coming in because
of a strong effort by state officials. Consid-
ering we're in the Northeast, it's pretty
good around here.

"As for our business, we do some in Fair-
field County,” Mr. Nichols adds. "But my
position is that we are not in Hartford to
produce business down there. We should
take care of our own back yard-Hartford,
New Haven and western Massachusetts.

"We play on the fact that we're the lar-
gest and that we can handle a wide range
of risks. We don't want to be tagged as a
self-insurance expert or a compensation
expert."

The A&A office does specialize to some

extent, Mr. Nichols admits. A special unit
handles small commercial accounts and

similar risks are often united for team ef-

ample, are grouped together. But the prod-
uction staff isn't isolated from one another,
Mr. Nichols says.

"We write such a broad base that we
would have to deal with a lot of a particu-
lar risk before we would be known as a
specialist in any area,” Mr. Nichols adds.
"We want to be seen as a viable force in
contracting, since | think brokers have
been lax in that area, but | don't think that
will get us known outside the area as a
contracting house.

"As for having a nuclear or political
risk staff (as does Marsh & MelLennan-
Hartford), for instance, | don't see the need
to have any on staff here in Hartford. New
York is very close, and we can always call
on our experts there."

The Hartford Johnson & Higgins office,
with 50 employees, relys on national ac-
counts for its bread and butter, says presi-

/ LUA
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Hartford locals search
for medium-size risks
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Arthur A. Watson & Co. has an internship program that trains college
athletes to become producers, says president Charles S. Watson.

can catch up, however.

"l always felt that we were
pretty up-to-date around here until
| worked with our agent associa-
tion and Assurex. Maybe we have
been too tied to the thinking of the
big insurance companies here."

To combat that, Mr. Watson
will rely on targeting medium-
sized accounts out of Hartford and
a small New Haven office. Fair-
field County is a possibility for
growth, "if we are willing to work
and are good," he says. The firm is
also in the second year of an in-
ternship program that trains stu-
dent athletes to become producers.

The agency has four men in the
program this summer, all recruited
from local colleges.

"We're not going to rely on
stealing employees from else-
where," he says. "We want to de-
velop from within. The athlete
knows how to win and lose and
what it takes to win. That can be
hard to instill in the non-athlete.
Athletes are also used to grinding
training to achieve one thing. We
find they fit in well with us."”

Interns go through the licensing
process immediately, then are
turned loose in the agency's per-
sonal lines department, Mr. Wat-
son says. First year interns work
from 7 a.m. to 5 p.m., with the first
three hours devoted to reading and

chine tool association.

"We can take the crumbs off the
table. Alexander & Alexander can
bring in lots of big guns and try to
impress the client. We're satisfied
with the smaller risks."

Marsh & MelLennan entered the
Harford area through the aquisi-
tion of a small agency in Bristol,
Conn. Today, the office employs
26, including a small nuclear risks
staff.

"Our business comes from all
over the state, because there is no
overwhelming city in Connecti-
cut," says M&M's Mr. Hall.

"This office is a very adolescent
office, and we take growth where
we can get it,"” Mr. Hall adds. "In
general prospecting, we target se-
lected manufacturing accounts or
specific industry problems that we
can help solve, such as excess hos-
pital coverages.

"All in all, however, it isn't as
difficult to get new business here
as | expected when | came in in
1979."

Mr. Hall admits that Hartférd is
not New York, but he says the fu-
lure of firms like Marsh & McLen-
nan lie with their Hartford-type

"The growth of big brokerages
will have to come from offices like
this," he says. "The formation of
big companies for brokers to serve

study. The second year more em-

phasis is place on sales, and the in-

terns are more on their own.
Unlike many firms, Arthur A.

Watson handles personal lines, but
not small commercial accounts.

Much of the bottom-end commer-
cial business was sold to another
agency recently.

"We tend to stay away from the
small commercial account,” Mr.
Watson says. "We want to maxi-
mize what we have. We'll get back
into the small commercial business
in three years when our interns
have spent two years in personal
lines and are ready to go into small
commercial business. But then it
will be very structured business-
association plans or the business

owner's policy-not whatever is
out there.”

At Allen, Russell & Allen, the
40-employee firm has tried branch
offices in the past but has found
they don't work as well as they
would like.

"We were too decentralized,”
says Philip A. Wilde, Jr. "In this
state you can get around pretty
well from Hartford.”

The firm is 85% commercial and
writes a generalized book of busi-
ness, he says. The agency's aim is
to frequently remarket business
upon renewal while building a
close relationship with buyers. .

is almost nil. We can have a
healthy economy in this area, but |
don't see the biggies growing at a
huge rate. That leaves it up to the
smaller accounts and the Hartford
offices to provide the growth for
the brokers.”

Fred S. James also arrived in
Hartford via the acquisition of two
brokers, one of which was a firm
specializing in retailing risks
throughout the country.

New president David E. Kim-
ball today speaks the same "non-
specialty"” song as his competitors,
but admits that the retailing base
still accounts for 30% to 35% of the
40-person office's business.

"Our retailing business is na-
tional in scope, which might be a
little unusual for agents and bro-
says Mr. Kim-

kers in this area,
ball.

"We manage and maintain the
accounts out of this office. Our suc-
cesses have resulted from our ways
of manuscripting forms plus a good
national marketing program. It's
designed to fit specific needs such
as crime coverage, which is partic-
ularly difficult because of the large
stock, many doors and customers
in the retailing business.

"We handle a range of accounts,
from chains of 300 to 400 stores

down to a single location.” i

No special

treatment

by insurers:
Brokers

HARTFORD, Conn.-It's not
the premium volume that brings
big brokers to Hartford, it's the
status of being in Insurance
U.S.A., some observers say.

That's not true, say many of
those local brokerage leaders.
Their professional relationships
with insurance company execu-
tives are much the same as if they
were located in Fort Wayne, Ind.

"You can reach the top people
at the insurance companies bet-
ter because you are here," says
John S. Hall, vp of Marsh &
MeLennan here. "But we don't
have much to do with them. You
still have to deal with the branch
office, and that can be harder
than elsewhere because the
home offices tend to pluck the
best people from their Hartford
branch because they don't have
to pay to move them from some-
where else.

"In addition, we don't get any
calls from the rest oY the organi-
zation to run down the street and
talk to insurance company exec-
utives,” Mr. Hall adds. "The ex-
tent of our connection is that
maybe someone from there will
call us and ask us Marsh's opin-
ion or stand on one issue or an-
other.”

Bayly, Martin & Fay's Richard
C. Newman agrees.

"There's really no difference
in being here or anywhere else
on a day-to-day basis,"” Mr. New-
man says. "You don't go higher
than the branch office. | will not
deal above an underwriter's
head. You can't keep doing that
and maintain a relationship with
those offices.”

The proximity to insurance
companies doesn't help in per-
sonnel recruitment, either,
claims Mr. Newman.

"You'd think there would be
all kinds of insurance people
around to hire for us," he says.
"Not true. There are a lot of
home office people, but those
mainly are technical staff. There
are not too many good
agent/broker people around be-
cause that takes a broader expe-
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Though Hartford is the home of several large insurers, including

Travelers Tower above, brokers say they get no special treatment.

rience.”

Val E. Nichols, managing vp at
Alexander & Alexander, claims
there are other benefits, how-

ever. He agrees that you can't go
over the branch office un-

derwriter's head on a risk. How-
ever, he says a local agent or bro-
ker can talk to the executives of
the Hartford insurers and get a
better feeling for what they will
do in a particular instance.

"Anybody who says it doesn't
help to be located here isn't tell-
ing the truth,” Mr. Nichols says.
"I've known some of those insur-
ance company people since high
school, and it really helps. Maybe
it doesn't make a dollar's worth
of difference, but it does make a
dime's worth.

"In individual cases we think
we can do a little better job with,
say, The Travelers than a broker
in Indiana, just as brokers in San
Francisco can probably do a little
better with Fireman's Fund. On
occasion, knowing the top guys
has helped us."

Douglas R. Bergen

Property Manager
1700 Commerce Drive

Atlanta, Georgia 30318
(404) 355-9400
Telex: 804309

Insurance Cormpary

Philip Wild€ Jr. of Allen, Rus-
sell & Allen says he feels most
Hartford area agents do most of
their business with Hartford in-
surance Companies.

"Still, we represent 15 other
insurers,” Mr. Wilde adds. "We
have developed a personal rela-
tionship wi:h the local insurers
and that's n.ce. But df a good pro-
gram comes out of San Fran-
Cisco, we'11 use .t"'

Herbert R. Bland of R.C. Knox
& Co. agrees.

"Years ago Hartford people
wanted their insurance with
local firms," Mr Bland says.
"That has gor.e with the wind.
People here do socialize with in-
surance company people mainly
because there are so many of

them around. But we don’'t talk

business socially.

"Back in the 1930s it wasn't
uncommon to go over the
branch's head. Today, however,
you can't. The branches are more
capable. k may work today, but
it's not sound politically."
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GET OFF
YOUR HIGH HORSE.

If you're having a hard time placing Work-
ers' Compensation Insurance for your clients

and Liability insurance for people whose job
involves handling or exercising control of
horses. And, our specialists know as much
about horses as they do about insurance.

For immediate service call Lisa Garn-

Madnick, Brokerage Manager. And find out »

how easy a hard thing can be.

RHULENAGENCY INC ()

Equine Insurance Specialists

CALL TOLL FREE ANYWHERE IN THE U.S. (800) 431-1270
59 John Street, New York, N.Y. 10038 (212) 924-1950
217 Broadway, Monticello, N.Y. 12701 (914) 794-8000.TWX 510-240-8385

who are employers in any horse-related op-
eration, Rhulen promises to make things
easier at rates that are more competitive.
We're the largestagencyin North America
that specializes in Workers' Compensation

NAIB:

Group formulates plan
for Capitol lobby effort

WASHINGTON-On the path of
what association officials hope will
be a rebirth, the National Assn. of
Insurance Brokers will step up fed-
eral lobbying efforts here.

The NAIB is in a transition
phase, said outgoing president Ri-
chard J. Rice, and must increas-
ingly turn to lobbying efforts to
present the commercial broker's
side of insurance-related issues.

At the first open annual meeting
of the association here, Mr. Rice
told representatives of member
brokers that NAIB had not kept

When 62 states recommend your
D&Oinsurance,youmustbe
doing something right.
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That's right. 62 state bankers associations and
S&L leagues recommend MGIC's directors' and
officers' liability insurance to their members.

Specialization and our broad policy coverages
are two basic reasons for this recognition. We're
the only firm that offers D&O insurance exclusively
for financial institutions. And that coverage
is becoming increasingly important.

MGIC Indemnity Corporatior
P,0. Box 488

Milwaukee, Wisconsin 53201

For example, a nationally recognized Name
consulting firm reports that almost one out of Tite
five financial institutions have been named in Company

. . Address
D&O lawsuits since 1970. And the frequency of
City/State

claims is steadily increasing each year.

We introduced this coverage in 1970. Today
we insure over 50 percent of all the financial
institutions that have D&O coverage.

If you'd like to learn what many financial
institutions already know, contact your local
MGIC representative. Or return the coupon.

A.M. Best rating is A+, XIV.

8176

Please send more informatior on D&O0/Trust E&O protection.

Zip

MGIC

Specialized insurance for financial institutions.

pace with the 1980s and had taken
"a defensive position" in its outside
relationships.

To combat this position the
NAIB has raised its dues, reduced
its governing board from 45 to 35,
and instituted a more open posture.

"We have to change the NAIB
from the trappings of a profes-
sional society to a true trade asso-
ciation-one that is run by profes-
sionals on a cost-effective basis,"
Mr. Rice said.

In the past year, NAIB has hired
a new executive director, Donald
L. Jordan, and almost completely
revised its professional staff. The
organization has hired two new
lobbyists and moved its offices
from New York to a location near
Capitol Hill.

Mr. Rice told Business Insurance
he felt the NAIB would succeed in
its new goal to become a force in
Washington.

"l think what has emerged here
was a confirmation that something
is different about our organization
now," Mr. Rice said. "l think we
have shown people that we now
have a team here that can carry
our organizational goals without
daily direction from the brokers."

The time is ripe for commercial
brokers to unify so their goals can
be presented to regulators and leg-
islators in Washington, he said.

"The brokerage business and in- ;

surance business has gone through
a great deal of evolution," he said.
"There has a been a blurring of
lines. The times demand that our

member firms have a presence i

Washington.

"We don't want to be a knee jerk
organization,"” Mr. Rice added. "We
want to be the group to come up
with professional advice when
asked and gain a reputation for
shooting straight from the shoul-
der. We occupy a pivotal position
between buyer and seller. | think
that needs to be represented here."

NAIB, Mr. Rice said, will be an
independent organization that will
work with similar industry groups
on many broad industry issues but
might break from these groups on

individual issues affecting com-
mercial brokers.

"We have no desire to strike out
at our other sister associations in
the industry,” he said. "But at the
same time, our first instinct isn't to
immediately join ranks with those
organizations.

"Our members have different
goals than members of other
groups," added Mr. Rice. "That'5
why there is some disaffection of
the large commercial agents and
brokers with an organization like
the Independent Insurance Agents
of America. Their (the large bro-
kers') goals may be different from
much of what an II1AA wants to
achieve. We don't want to get in-
volved in personal lines legislation,
for instance. Local agents may not
be fighting for the same things that
larger guys need to push for."

Although Mr. Rice and Mr. Jor-
dan acknowledged that the NAIB
is not the first insurance organiza-
tion in Washington, both specu-
lated that perhaps their participa-
tion there could not have come

"l suspect that a lot of what the
other producer organizations (such
as the IIAA or National Assn. of
Professional Insurance Agents) did
was concerned with revitalizing
the American Agency System,"”

Continued on page 20F
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kKid around

Nobody watches over kids more carefully than
TOYS *US. And when it comes to insurance, they
don't play around either. They depend on the orga-
nization that companies like Ernest & Julio Gallo
Winery, Eaton Corporation and United VVan Lines
depend on. They depend on CSRU.

As a facility of The Continental Insurance Com-
panies, CSRU knows that risk management is
anything but fun and games. So we work hard with
producers to tailor-make primary, excess and
umbrella casualty insurance and cash management
programs that suit the needs of their clients-
nationally and internationally.

And while no one can make the risk managers
job child's play, CSRU can help you bring them
the full range of Continental products and in-house
services. That includes reinsurance, loss control
and engineering, countrywide claims service,
services for captive insurance companies and
ocean and inland marine insurance.

without us.

When you need us, finding us isn't a game of
hide-and-seek. We've got offices across the country

eager to review your proposals, and help you put
them into action.

Your nearest CSRU representative can show you
how, and why, we've grown up from the new kid on
the blocktothemarkethundreds of brokers, agents,
and companies shop at. For his name, write:
R. H. Dorgan, Vice President, Continental Special
5iskYUrl!dNe\t;v¥gi(’§§gs (CSRU), 83 Maiden Lane, &+
ew York, .
A.Jd P

Takealookattherisks wetake.Cr /

CSRUYX

.1- —L-1 TCC 1964
Continental Special Risk Underwriters
83 Maiden Lane, New York. N.Y. 10038

A far:llity of The Continental Insurance Companies: subsidiaries of The Continental Corporation
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David W. Driscoll

Umbrella and Excess Mandger
1700 Commerce Drive /il'/19o.

Atlanta, Georgia 33318
(404) 355-9400
- Tetex: 804309
OiRI Atlanta International
Insurance Company
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NAIB is at a crossroads and hopes to increase its lobbying efforts, says

outgoing president Richard Rice and executive director Donald Jordan.

NAIB aims
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Mr. Jordan said. "That brought
them together here. | think with
our larger membership in terms of
members' revenues, we were not as
concerned about whether we
would be around tomorrow. There-
fore, it took longer for us to get
together."

"In addition, we found in doing
our planning for the 1980s that
brokers have grown in great
strides in the '70s,"” said Mr. Rice.
"With all that growth, you only get
to catch up with yourself when you
take a decade-long look at yourself.
When the brokers did that, it was
only natural that that introspection
would lead to this new direction.”

Mr. Jordan said a consultant
hired by NAIB told the group that
it would be about two years before
the lobbying efforts would really
be established.

He added he expects a certain

evolution to occur in the services

his Washington staff can provide
members.

"Trade associations tend at
first to be reactive because that is
usually why they are formed-to
react to some outside occurrence,"
Mr. Jordan said. "Eventually, we
want to set up an agenda that
works on issues with regulators be-
fore any legislation comes out. We
want to work with them on the
issues we would like to see become
a part of national policy."

Another goal of the NAIB is to
increase membership. Mr. Rice said
eight or nine of the Business Insur-
ance Top 20 brokers are not cur-
rently NAIB members.

"l think one or more of that
number may be convinced to join
us," Mr. Rice said. "We taped our
annual meeting and we hope to
come out with a 15-minute film
showing the NAIB as we would
like to be presented.”

Unlike other trade associations,
membership is by brokerage, not
individual brokers. However, Mr.
Jordan said there is plenty of room
for individual participation.

"There can be a two-way inter-
face between us and, say, an ac-
count executive in Oklahoma
City," he said. "For instance, that
person would live in Oklahoma
and be able to contact his federal
legislators there. Or the person
may be an expert in a particular
area of insurance that would aid us
in the formation of certain legisla-
tion.

"Eventually, we would like to
develop strong support through
local chapters._." .



«It's like a clearing house,

bringing agents, brokers, buyers
and underwriters together."-sroke

Not too long ago, our commercial clients defined their cash flow studies and detailed computer-assisted claims
property and risks, and we as brokers provided the records.
insurance by finding the right insurance company and

As brokers, we became even more involved with the

services. But. as technology grew, so did the . . .
problems and challenges facing our commercial clients.

sophisticaton of the corporate buyers who wanted a

more scientific approach to risk funding. And, the one place where buyers, brokers, underwriters

and the other services meet is Business Insurance. Bl is

Corporations created risk management departments .
must reading.
and established financial controls over the cost of loss

prevention and risk financing.
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Insurance underwriters, consultants and progressive = u S I eSS

brokers have all become part of a new, service-oriented
industry, that uses modern methods of risk analysis, I I l S u ra I I Ce

evaluation and cost projections which, at times, involve A publication of Crain Commmunications Inc
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This ad ks a dramatizetion from a new Business Insurance presentation. 1- you'd like to see it, contact Don Walsh, Advertising Sales Director, (212) 210-0133.
New York: 220 East 42nd Blreet, NY 10017 (212) 210-0138 Chicago: 740 Rush Street, IL 60611 (312) 649-5275 Los Angeles: 6404 Wilshire Blvd. CA 90048 (2- 3, 651-3710



Training,

iNnsurers

top agenda

LAKE BUENA VISTA, Fla.-
Producer training, agency e'forts
to revise Florida's insurance code,
news about the nat:onal organiz:-
tion and an old-fashioned pep talk
by Executive Vp Tom C. Johnson
highlighted discusssion at tha an-
nual Florida Assn. of Insurance
Agents conventicn here.

- Steve C. Goodfellow, FAIA
director of management programs,
outlined a new program tha: will
train 14 men to become producers
at FAIA member agencies.

The new producers, recruited
from schools, insurance companies
and sales areas iutaide the insur-
ance industry, w-11 be put though a
FAIA training program.

The producers will be pitted
against another group of new pro-
ducers without FAIA guidance for
one year to see if FAIA educational
efforts and goals make a differ-
ence, said Mr. Good'ellow.

« William G. McCue, FAIA legis-
lative and industry relations lireD-
tor, said the association's report
had been completed on revising
Florida's insurance code, which is
due to expire by a sunset provision
July 1,1982.

A consensus report, sponsored by
the FAIA, 20 insurance companies
and eight other insurance-related
organizations, has been printed
and has been offered to the Florida
legislature for review.

+ Executive Vp Torn C. Johnson
told agents that af:er 11 years of
lobbying, Florida agents are get-
ting more compettive rates and
products.

However, he warned that agents
cannot take as long to solve the
problems of the L98)s as they did to
solve the problems of the 197,)s.

In 1980, agents reversed the 1css
of market share, gaining one per-
centage point, he added. What
made this gain possible was turn-
ing Florida from a loser in terms of
loss ratio to a profit maker. The
improvement was also a result of
top insurer decision makers decid-
ing to write a substantial volume of
new business in Flcrida.

sIndependent Insurance Agents
of America president-elect Robert
Treweek told ager.ts that the r.a-
tional organization was ready to
sign Raymond Burr as its new
JAM advertising spokesman.

Mr. Treweek said it was time to
change the present comedic ap-
proach of the program to or.e that
gave facts in a sericus format.

Mr. Treweek also said the IIAA
has decided to move its mid-year
meetings from "posh resorts” to
Washington D.C. to help the orga-
nization's lobbying efforts. -
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Frederick B. Karl, general counsel of the FAIA, asks
a question to one of the 23 participants in an in-

surer-agent panel discussion on agency issues during
the FAIA's annual convention at Walt Disney World.

FAIA:

Highlighted by a panel of
19 insurance company ex-
ecutives and four top Flor-
ida agents, more than 600
members of the Florida
Assn. of Insurance Agents
met at Walt Disney World
to listen to updates that in-
cluded suggestions for re-
vising Florida's insurance
code, new plans for the
Joint Agency/Company
Marketing Program and a
new FAIA-sponsored pro-
ducer training program.

Insurers, agents must cooperate: Panel

By DAVE GALANTI

LAKE BUENA VISTA, Fla.-Agencies and
insurers must work increasingly together as
competition from the national brokerages, direct
writers and risk management alternatives
threaten to take away market share, the Florida
Assn. of Insurance Agents was told here.

Twenty-three insurance company, agency and
FAIA executives told agents they must keep up
the lobbying pressure in Washington to insure
that their views on national regulations and leg-
islation would be heard.

On cooperation, insurer executives such as
John R. Cox, president of the Insurance Co. of
North America, and Edward J. Noha, chairman
and chief executive officer of CNA Insurance
Cos., touted such recent agency programs as
INA's 1-Compar program and CNA's Insight,
which guarantee stable markets in return for
production goals.

Guarantee programs are a good sign of coop-
eration between agents and their markets be-
cause they "put in black and white that we wiill

be a partner for agents in good times and bad,"
said Mr. N6ha.

Howard H. Ward, president and chief
operating officer for Commerical Union Insur-
ance Cos., said his firm's personal and commer-
cial lines programs had resulted in growth levels
better than the company average. The insurer
has a waiting list to get into the programs, Mr.
Ward said.

Automation is another area of increasing
agency-company relations. Some panel members
felt that instant automation was more important
than others in the group, who warned that
agents might be moving far too fast in this com-
plex area for their own good.

For instance, FAIA agent Thomas Petway, vp
of Gay & Petway Insurance in Jacksonville,
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Fla., said he felt computer automation would be
the key to many of the insurance agent's present
problerns.

Despite recently purchasing an automation

system to sell to agents, however, Commercial
Union's Mr. Ward said his firm wasn't so sure.

"We're not as convinced as some that automa-
tion alone will change the average agency much.
We do think that automation plus underwriting
authority plus good planning will change the fu-
ture for agents,” he said.

"Agents have to take a look at the whole situ-
ation. A lot of agents are buying computers for
the wrong reasons."

Debate also centered on whether insurance
companies should offer agency computer sys-
tems as a marketing tool. Several executives
talked about their companies' systems, including
William O. Bailey, president of Aetna Life &
Casualty.

"We have a system, but at this time we admit
we can't offer a system that can work as well
with other companies as it would with Aetna
Life & Casualty," Mr. Bailey said. "Many agents
have bought our system, but they have the un-
derstanding that at least for the initial period it
will be more efficient to use the computer in
dealing with us"

That remark drew criticism from Robert R.
Treweek, president of the Cannon-Treweek
Agency in Gainesville, Fla., and the president-
elect of the Independent Insurance Agents of
America.

"The strength of the independent agency is
choice," Mr. Treweek said. "The agent must be
able to pick the right company for each client. If
that is true, then to use automation as a market-
ing tool to tie agents to companies perhaps isn't
in the long-range good of the system.

"There will be shon-term gains, but to do this
will eventually drive up the costs of doing busi-
ness," he added. "The hardware expense alone

Agents
arams

ons

will get so prohibitive for agents that we won't
be able to afford it. The threat is to be locked
into two or three companies because of the effi-
ciencies of automation."”

Mr. Treweek also said it was time for insurers
to join agents to "get the job done in Washing-
ton.”

INA's Mr. Cox agreed, saying that the future
in Washington is to take the offense in getting
the bills insurers and agents want.

"One of the ways we can battle federal regu-
lation is to serve the consumer well," added Ro-
bert J. Haugh, president and chief executive of-
ficer of St. Paul Fire & Marine Insurance Co.
"Regulation will come more from regulatory
agencies than the legislature. What regulations
arise will result from our mistakes.”

"The industry is going to see market failures
again,"” said Commerical Union's Mr. Ward.
"When that happens, government takes notice.
We have to work together to combat these prob-
lems."”

Besides market failures, agents and insurers
also fear many new risk management
techniques that bypass conventional insurance.
Agents and insurers alike said they could not get
back much of the business that has left via such
means as self insurance and captives, but felt
they must be more innovative in the future to
stem the tide.

"When the idea of FAIR plans came up, the
legislators came up to us and said a problem ex-
isted," said St. Paul's Mr. Haugh. "All we said
was that it wasn't actuarially sound to price such
business. So we got what we got. We can't take
that approach again in the future."

"We can't put our head in the sand," agreed
William A. Pollard, chairman of The Reliance
Cos. "Business is going to other means of risk
treatment. There are forces there and the con-
sumer wants to be heard.™ -

see market gain

LAKE BUENA VISTA, Fla.-An informal poll taken at the Flor-
ida Assn. of Insurance Agents convention here shows Florida agents

are more and more satisfied with their insurers.

Agents attending a morning general session were handed special
computer forms which could be tabulated on site before the session
ended. Nearly 350 agency employees responded. About 260 were
agency principals. Premium volume of agencies tallied ranged from
less than $500,000 to more than $3 million.

The increasing satisfaction with markets was shown by a series of
questions on whether agents felt they had an open market for auto,
homeowners and small- and medium-sized commercial business that

allowed them to consistently compete with direct writers.

In 1979, responses to the same question were 20% "yes" in automo-
bile lines, 54% "yes" in homeowners and 47% "yes"
lines. The 1981 survey found jumps in positive answers to 46% (auto),
68% (homeowners) and 80% (commercial). Agents were also strongly

in commercial

confident this year that their lead company would provide them with

personal lines markets through a bad cycle.

Within the past 12 months, however, only 73 agents reported hav-

Int

ing more than a 15% increase in premium volume. All but 53 respon-
dents had less than a 15% increase in commission income, despite an
increase in customers for all except 48.
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Brokers have chance

to show consumers

where they stand

By LEN STRAZEWSKI

Do brokers really represent commercial consumers or are their
ties to the insurance industry too strong to make them buyer advo-
cates?

It's an old and controversial question in the insurance and risk
management business, and many a consultant has stirred the con-
troversy by speaking to gatherings of risk managers on the subject
of broker bias. Many a reporter has gotten an earful of complaints
when a news source suggests that a broker may have a pet insurer.
But the question has never really been answered.

Independent agents acknowledge the
contractual link between themselves and t
the insurers they represent. By definition,
an agent represents an insurer and sells
that insurer's products. The large brokers ,
consistently affirm that the buyer is whom
they wotk for. Although in many states in-
surance salesmen must be agents, large na-
tional brokerage houses say their indepen-
dence is still untouched because of the as-
sortment of insurers they choose from. The
buyer is the interest that sets the goals, bro-
kers say.

In the coming year, we may see the test
of that credo as the National Assn. of Insur-
ance Brokers moves out of the job of bro-
kerage trade club and into the role of lob-
byist. The issues the NAIB chooses to take
on may finally tell us who really controls the brokerage interest. If
the brokers choose to represent buyers in regulatory battles, they
run the risk of breaking with the industry that provides them with
insurance markets and the insurance agents that brokers acquire to
expand their business.

Strazewski

"We've got no desire to be Samson in the temple," explained
Richard Rice, the NAIB's outgoing president and a vp at Johnson &
Higgins. "But we are not making first priority to close ranks with
anyone, independent agents or buyers. We feel that the times re-
quire some direct broker participation in the governmental pro-
cess," he said.

"As the commercial brokerage interests intersects another group,
we will work with them. As the interests are different, we will
break ranks," he said. Most observers, however, feel that the NAIB
will at least go through the motions of supporting buyer views, but
the pressure to go in several directions at once is clear.

The Risk & Insurance Management Society, of course, will be
pressuring on the side of the buyer. RIMS and the NAIB already
have a liaison committee that was started more than two years ago
by former NAIB President David Holbrook, a senior vp at Marsh &
McLennan. Joint lobbying efforts were rumored but never took
place.

Regulators and former regulators also are pushing for NAIB in-
volvement in issues, but each has a favorite issue to hype. Victor
Schwartz, one of the nation's leading experts on product liability
and tort law and former head of a task force on product liability
insurance, turned an NAIB panel discussion on regulation into a
lecture on how the brokers could forge strong links between the
insurance industry and commercial buyer interests (BIl, June 29). On
the Risk Retention Act, Mr. Schwartz's pet project, the NAIB played
a central role in bringing buyers and insurers together, a key alli-
ance if the bill is to pass.

Fellow panelist Philip O'Connor, the lllinois insurance director,
took up the call and added his own request that the NAIB support
state insurance commissioners in repelling threats of federal insur-
ance regulation.

Insurance companies, armed with strong lobbying forces already
in the American Insurance Assn. and the Alliance of American
Insurers, will take any additional support they can get. Insurers
already are leaning on brokers to cut back on the promotion of
risk-funding alternatives and unbundled services and probably will
demand legislative support as issues appear.

Despite these pressures, NAIB leaders say the group will choose
its own direction and set its own priorities-with insurance buyers
in mind.

"We endorsed the Risk Retention Act, but only after some careful
study,” Mr. Rice said. "We didn't want to be a knee-jerk reaction to
anything. We want to be available in Washington and provide ad-
vice to members and legislators when asked-issue by issue. RIMS
doesn't have a Washington office and so our staff might be very
helpful."”

The NAIB's current goals cut across a wide range of interests,
according to Executive Director Donald Jordan, but the path seems
middle-of-the-road. The group is actively participating in an all-in-
dustry committee that supports tax deductions for self-insured loss
reserves. The brokers' association, according to Mr. Jordan, is re-
searching a position on the general issue of compensation, including
workers compensation, payment of special liabilities and retirement
benefits.

"There's a lot involved in federal tort reform and, of course,
brokerage clients are involved," Mr. Jordan said. "We must break
these issues down and see what's going to happen to the market,
from the buyer and insurer side."

That's a good position-for now.
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Hospital captive eyes profit

Continued from page 3

be insured initially by Methodist
Hospitals under the new arrange-
ment to more than 2,000.

Mr. Nichols joined Methodist
Hospitals in 1977 from Insurance
Co. of North America where he
specialized in medical malpractice
and product liability claims adjust-
ing.

He convinced the board of the
fourth-largest private hospital in
the United States to allow him to
administer a self-funded program
in-house. A self-insurance feasibil-
ity study by Corroon & Black had
recommended the hospital use out-
side administrators.

The captive, which will under-
write only Methodist Hospitals'
risks, and its commerical insurance
venture grew out of the success of
the self-insurance program.

Created June 16 with a $750,000
letter of credit, the captive has re-
ceived another $1.7 million that
had accumulated under the self-
funded program. The captive will
fund its subsidiary, United States
Security Fire & Casualty Co., with
$1.1 million when it is licensed.

A marketing staff will hit the
road in the next 45 to 60 days to
promote the new insurer to hospi-
tals in Arkansas, Mississippi, Ten-
nessee and Kentucky

"Four hospitals are literally

waiting for our licensure," Mr. Ni-
chols said.

"The majority of captives are
financial arrangements and man-
aged by others," he noted. "Our
captive is set up to run as an insur-
ance company with claims, loss-
control, underwriting and market-
ing staffs," Mr. Nichols said.

The current staff of eight will be
expanded in August with the addi-
tion of a senior vp of operations. As
it develops, nurses and more loss-
control personnel will be added.

Mr. Nichols projects that in the
next five years the captive will un-
derwrite $4 million in premiums
for Methodist Hospitals and the
commercial insurance company
will underwrite $6 million in pre-
miums.

Methodist Hospitals now spends
about $1.2 million annually on in-
surance and the cost of self-funded
losses.

Quota share reinsurance is being
negotiated for both companies. The
chosen reinsurer initially will get
25% of the captive's risk and 95% of
the commercial insurer's risk.
These percentages will reduce to
nothing on the Methodist Hospitals
risk and 50% of the outside busi-
ness by the third year. After the
fifth year, the commercial insurer
will retain all primary risks and
only purchase high excess treaty
reinsurance.

"I'm trying to decide whether to

use an intermediary or deal di-
rect,” said Mr. Nichols, who is
being advised on the insurance
companies' development by con-
sultants Risk Management Inc. of
Los Angeles.

The American Hospital Assn.'s
captive, which acts as an interme-
diary, is submitting a proposal as
well as Gerald Sullivan Associates
in Los Angeles.

Under the previous self-funded
program, Methodist Hospitals re-
tained a $1 million per occurrence
and $5 million aggregate self-in-
sured retention, with $30 million of
excess insurance provided by
American International Group.

The excess insurance program
will continue over the retention
levels now funded in the captive.

Originally, Mr. Nichols wanted
to be part of a new association cap-
tive, but found there were too
many obstacles to forming a new
one.

"One, there's a natural tendency

on the part of other hospital ad-
ministrators to wonder, 'What is
Methodist up to?' Second, | would
get the response, 'This sounds
great. I'm interested. Let me talk to
my broker." And third, there is a
natural conservatism among hospi-
tal boards against changing from
conventional procedures, in this
case insurance,” Mr. Nichols ex-
plained.

Besides insurance, Methodist
Hospitals plans to enter claims ad-
ministration and adjusting through
the commercial insurer.

United States Security Fire &
Casualty will enter into a joint
venture with Los Angeles-based
R.L. Kautz to offer multiple-lines
claims adjusting services and

claims administration for self-in-

surers of employee benefit plans in
the Midsouth.

Clients of the multiple-line
claims adjusting services will in-
clude the United States Security
Fire & Casualty, self-insurers and
other insurers, Mr. Nichols said. i
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Legislators defeat wage.loss proposals

Continued from page 3 show the average compensation cause Judges are elected and the erage gross wage, for a maximum wages were due to work-related
will offset any possible premium case in Louisiana in 1978 cost administrator wouldn't be,” he of $226 The reform bill would injury
decrease, but | strongly believe It $5,000 The next highest in the says "We also feel there would be have changed the formula to 85% Right now, a person with a par-
would prevent any further pre- Southern region was Texas at too much power concentrated in of each worker's spendable in- tial disability can recover compen-
mium escalation * $3,000 a case the hands of one man come, to raise the maximum bene- sation for life-it's an open-ended
From July 1978 to December "We also had the greatest per- Wage-loss was less of an issue fit to around $400 This would give system and no distinction is made
1979, workers compensation insur- centage of cases declared perma- than other portions of the bill, says upper-income workers, who bring between permanent partial and
ance rates in Delaware increased nent partial,” he said "Of 10,000 a spokesman for the trial lawyers home $400 to $500 a week, a bene- permanent total disabilities, the
40%, Mr Wyer says Total premi- cases, 2,470 were named perma- "We are opposed to the bill pri- fit closer to actual wages spokesman said
ums rose to $44 million from nent partial by the courts This is marily because of the way it was “Through our proposal, the ben- Maine's maximum weekly wage
around $34 million Since then, around 25% " drafted, not necessarily oecause of efit would have been closer to benefit equals 166 6% of the $210
rates have risen less than 5% be- More than 50% of the total com- the wage-loss concept The com- what they were making while weekly wage This increased to
cause the state's insurance commis- pensation dollars went to injured mission system was not detailed working," Mr Chrest says "It was 200% July 1
stoner wanted to see what the Leg- workers in this category, he says enough It didn't show exactly how a more realistic figure " Washington's reform bill failed
islature would do about wage-loss "We need to save money there, it would work or where It would The bill was heavily weighted in the face of opposition toward al-
"Our bill would mandate an 18- which is why we attacked it this be located This part was too toward rehabilitation and Job-site lowing commercial insurers to
month freeze on premiums with way We need professionalization sketchy " modification to accommodate a cover workers compensation in the
the idea that once It passed, we of the compensation process to get The bill fell five votes short of a worker's return, he said "This state Compensation insurance is
would lead the fight for decreases," It OUt of the courts " maijority in the House, Mr Steimel would be mandatory, with the em- now provided by a monopolistic
he says During 1980, Louisiana ranked says "We came close to passing it, ployer and employee maintaining state fund The Senate defeated the
The state's plaintiff bar dishkes seventh in the nation in workers but lacked time to get it fully un- contact so each knows what is hap- workers compensation bill 25-24
portions of the legislation aimed at compensation premiums paid, but derstood | think it will pass next pening firsthand and the employee (Bl, May 25)

changing Delaware's compensation 10th from the bottom in benefits year " knows he has a Job waiting for him "We have a state fund and are
system from an agreement system Premiums for that year totaled A workers compensation bill in when he recovers " trying to get a three-way system,"
to a direct-payment system, $350 million to $370 million With Oregon, which included a wage- says Dough Bohlke, president of
sources say Presently, before a self-insurers' costs added in, the loss provision, was passed only Main opposition the Washington Assn of Business,
claim can be settled, an injured total approached $500 million after wage-loss was amended out which originated the bill "We
employee, the insurer and the state "Premium rates are higher here "The whole bill was built around As in Louisiana and Delaware, were trying to break the state mo-
Industrial Accident Board must than anywhere around,” Mr Stei- it, but there was no support for it," the main opposition came from nopoly "

agree on the level of compensation mel says "During the course of the says Rep Jim Chrest, the sponsor trial attorneys and labor, Rep To make the bill more attractive

the employee will receive This debates, we fought off mandating "We were trying to lower costs to Chrest says "Labor supported to organized labor and thus easier
leaves the system open to time- premium reductions, however, be- employers, that was the theory be- wage-loss, except for doing away to pass, wage-loss was added, he

consuming and costly litigation cause we felt wage-loss would re- hind it We felt there was potential with awards for unscheduled per- says The wage-loss portion was
Under the proposed bill, a di- duce premiums anyway " for tremendous savings there " manent partial disability " similar to the Florida bill
rect-payment system would be set The bill would have done away One major portion of the bill that About 260 Washington employ-
up It would require an employer Recommended reduction with awards for permanent partial did pass set up a file-and-use sys- ers are self-insured and an esti-
to pay an injured employee within disabilities other than for loss of tem for workers compensation rat- mated 110,000 are insured through
16 days or file reasons for denial Several actuaries said they limb, Mr Chrest says "There ings in Oregon the state fund, Mr Bohlke
within 21 days A coordinator, or would recommend a mandatory would have been an increase in A wage-loss bill in Maine, pat- explained "We think premiums

ombudsman, who safeguards the 10% premium reduction if the bill benefits received, but those kinds terned after the Florida law, died are on the high side Business has
interests of both parties and man- passed, he says "My feeling iS of claims would not have been liti- in the House last month on a 83-61 been trying for 15 years to open up
ages an extensive rehabilitation there would have been a reduction gated There would have been a vote the state "
program, would be appointed to of closer to 25%, which would have flat schedule for them " The bill's main thrust was to cut The defeated bill has three main
oversee the system meant savings (to employers) of At this time, Oreg-on's compensa- workers compensation costs by parts an improved rehabilitation
"We want to get back to what more than $100 million * tion premiums are the highest in putting partial permanent disabili- program, a wage-loss provision and
workers compensation was meant Benefits would have been raised the country, he says Employers ties on a wage-loss basis, a legisla- a three-way compensation insur-
for in the beginning," says William by 13% across the board, he says pay a total of $600 million to $700 tive spokesman said The bill ance system, he says "We will
Campbell, an attorney who drew The current maximum weekly million a year for coverage The would have put the burden on an probably take another shot at it in
up the bill "If an employee benefit, based on 66 6% of the aver- weekly benefit is 666% of the av- injured employee to show lost '82 " ™
couldn't work or get wages equiva- age weekly wage of $246, IS around
lent to what he had before the m- $164 The reform bill would have

-
Jury, he would get benefits The raised this to 75% of the average P enn Sy I vania sca I es d own
concept of wage-loss is geared to- wage, or $184
ward real economic loss " In addition, a one-year manda-
tory rehabilitation period would

- - | |
nave neen saced 0 e taw e Y FOCQUCT llA@DbIilitY reform bill
quiring employers to retrain disa-

In Louisiana, the wage-loss idea bled workers for Jobs that suit their

was sold, but an effort to take con- capabilities Continued from page 2 mate is having a negative effect, "It tends to greatly reduce the

tested compensation cases out of The reform bill would have out- senior staff associate of the Penn- not only on businesses, but con- responsibiities of those who manu-

the courts and put them under the lawed payment of lump sums ex- sylvania Chamber of Commerce sumers as well ” facture and sell goods to the pub-

Jurisdiction of a state commission cept for certain scheduled injuries, Not so, argued Bill Titelman, Despite the increased insurance lic," he said

killed the bill such as amputation legal counsel for the Pennsylvania costs Pennsylvania businesses have "The attempt is a very short-
"Louisiana is unique because It "We put those on a flat rate The Trial Lawyers Assn experienced, the main effect of the sighted public policy on the part of

has no state compensation admints- bill guaranteed $20,000 for an arm, "The legislation would do noth- legislation would not be reduced manufacturers and the insurance

tration," says attorney John Lewis plus all benefits before and after ing to bring down the cost of insur- rates, he said But the bill would industry It might help in the short
of Baton Rouge, a proponent of the healing until the worker returned ance It IS a big front designed by create "premium stabilization" for run but not in the long run

bill and former chief counsel of the to work," he says The present big business and the insurance small businesses and reduce legal Mr Titelman said the blame for

National Council on State Work- schedule pays $3,600 for a lost arm companies " costs, he said This will create "a high insurance rates and the less-

ers' Compensation Laws "The whole idea is not to pay for Several similar bills were intro- better legal climate in which to do than-favorable business climate
"We went in with a proposed ad- an injury It is to help the injured duced several years ago so battle business " does not lie with laws governing

ministration and a somewhat Im- worker sustain himself while out lines already are well-established It is no wonder, Mr Holt said, product liability

proved wage-loss compensation of work," Mr Steimel says "We On one side is the state's business that lawyers oppose the legislation

structure There seemed to be an added the flat rate feature because community led by the Pennsylva- "Our feeling is that they believe "Generally, there IS not a prod-

acceptance of the wage-loss con- it didn't seem right to do away nia Chamber of Commerce It IS the Pennsylvania legislation is tak- uct liability problem in the state of
cept, but not of the administration with it entirely This was meant to fighting against what It believes ing away the goose that lays the Pennsylvania," he said "Studies

That's what killed it " replace lump-sum settlements " are skyrocketing insurance premi- golden egg," Mr Holt said indicate there is not a crisis in
Ed Steimel, president of the Lou- Two opponents of the Louisiana ums, greedy lawyers and a declin- product liability laws "
isiana Assn of Business & Indus- bill, whose corresponding organi- ing business climate in the state The most vocal group opposing The reason for rising insurance
try, which originated the bill, zations have fought wage-loss bills the bill is the trial lawyers associa- rates, he said, is that the insurance
agrees in other states, were the Louisiana On the other side are the Penn- tion industry is "over-reserving and,
"We are the only state in which Trial Lawyers Assn and the AFL- sylvania Trial Lawyers Assn, Mr Titelman explained that the therefore, running up the cost of
all contested compensation cases CIO labor unions and consumer groups, legislation would take away the insurance "
must go through the courts,” Mr "We don't like it," says Carl battling to defeat what they say are rights of people seeking redress Mr Titelman then suggested
Steimel says "Our bill would have Crowe, a lobbyist for the AFL-CIO. big business and insurance com- when injured and remove the obli- strong financial disclosure laws for
set up a compensation and rehabili- "In the first place, we are satisfied pany efforts to take away the legal gations from those responsible for insurance companies before tam-
tation commission We didn't quite with the law in its present posture. rights of consumers the Indury pering with the rights of plaintiffs.
sell the commission part of it We Secondly, we don't think the Mr Holt said that recent judicial

were setting up a bureaucracy, wage-loss concept has been in exis- product liability decisions have

which is not a popular thing to do " tence long enough for us to decide created a legal environment that is O h |O CutS WO rk CO m p rates

Louisiana judges now decide to if it would be to our advantage. not fair nor conducive to good
what degree injured workers are The union does not oppose true business COLUMBUS, 0410-Workers has enough assets to pay future
disabled and how much damages wage-loss, which he defined as The rash of product liability suits compensation rates for Ohio em- costs of all injuries and disabilities
they should receive total reimbursement of lost wages, in Pennsylvania has caused insur- ployers were reduced by an aver- incurred before 1980

"You have doctors on one side he said. "This would mean $600 re- ance rates to climb, he said This age of 3% last week by the state's The deficit had been as high as
saying a claimant is 10% disabled turned to a man making $600 a added cost has an adverse impact Industrial Commission $13 billion
and on the other saying he is 70% week Industry wants wage-loss on on consumers and is a deterrent to The rate reduction, the third cut The rate reduction was made be-
disabled,"” he says "The Judge has a limited basis We're against that, business expansion in the state, he in four years, is expected to save cause of a decrease in the number
to decide and it is a subjective deci- but have no objection if it is true added employers $15 million if employ- of permanently, totally disabled
sion made by a person who is not a wage-loss " Mr Holt said Pennsylvania is ment rolls stabilize, according to claimants and a rise in investment
workers compensation specialist " As for the state administration of becoming a haven for lawyers and the commission income earned by the state fund

This results in higher costs to the workers compensation claims, Mr product liability suits At the same time, the commis- Ohio is one of a handful of states
compensation system, he says Mr. Crowe says the AFL-CIO would "It is easier to sue in strict habil- sion announced that the state that provides workers compensa-
Stelmel says National Council on never agree to it ity here than it iS in other states,"” workers compensation insurance tion coverage to employees

Compensation Insurance figures "We like it kept in the courts be- Mr Holt explained "The legal cli- fund no longer has a deficit and through a monopolistic fund .
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Minnesota group monitoring health costs

Firms push screening

Continued from page 1

will decide before admission if the patient is going into the hospital.
"It isn't likely that it (admission) will be denied," Dr. Frey says, but
if the work is usually done on an outpatient basis, the admitting
physician will be notified. "It will be a reminder, a check-in process
for pre-admission proceedings."

The second aspect is an "ongoing concurrent review" of the pa-
tient, Dr. Frey says. If the patient is hospitalized longer than neces-
sary under normal circumstances, the physician will be consulted.

According to Dr. Frey, a three-month trial to work out bugs in
the system began this month. During this time, the process will not
be binding.

"There will be some variation as to how the corporation uses the
info they get," he says. "That's their prerogative." Some, he says,
will accept the pre-admission opinions on an advisory capacity be-
fore actually denying any benefits.

Dr. Frey said physicians are "not unanimously enthusiastic"
about the program and that some have interpreted it as another
layer of bureaucracy.

But he says the program is not constructed to interfere with the
physician-patient relationship, and predicts that it will be accepted
by the majority of physicians.

Perhaps one of the greatest values of the pre-admission screening
will be to create a "radar effect" to spread the need and concern
throughout the community to be as cost-effective as possible, Dr.
Frey adds.

Employees covered by Blue Cross/Blue Shield or other commer-
cial health insurance plans would be subject to screening. Those
enrolled in health maintenance organizations would not be.

The corporations participating include the Carlson Cos., Control
Data Corp., Dayton Hudson Corp., Deluxe Check Printers, First
Bank System Inc., FMC-Northern Ordnance Division, General
Mills, Honeywell, 3M Co., Marquette National Banks, North Ameri-
can Life & Casualty Co., Northwestern National Life Insurance Co.,
Pillsbury Co., and The St. Paul Cos.

iNnfo |

= An Innovative Method for

Protecting the Purchasing
Power of Retirees-Pension

Plus, the June 1981 newsletter of
Pension Planning Co. Inc., is now
available. For a free copy write
Communications Department,
Pension Planning Co. Inc., 355
Lexington Ave., New York, N.Y.

om The Reprint Department -

business
insurance

The national newsweekly 01

AC loss prevention, risk financing ant

benefit management.

Do you need to dis-
tribute copies of arti-
cles appearing in Busi-
ness Insurance at your
meetings or for your
mailings?

Business Insurance
has expanded its re-
print department to
meet your needs.

For fast, low cost* re-
prints of articles ap-
pearing in Business In-
surance, or to obtain
reprint permission for
your own copies, call or

write:

Reprint Department

Business Insurance
220 E. 42nd St.

New York, N.Y. 10017
212-210-0131

-New prices effective 1/15/81

- Insurance Co. of North
America has published the 12th
edition of Ports of the World, a
desk-top guide describing condi-
tions and facilities in more than
200 world ports. The 84-page, four-
color guide contains descriptions of
ports including discharge facilites,
labor and cargo handling condi-
tions, pilferage hazards and eli-
mate. The book also provides basic
cargo loss-control methods, a pack-
ing guide and charts of marks and
symbols. Free copies are available
through agents and brokers repre-
senting INA or from SuperService,
Insurance Co. of North America,

Department R, Philadelphia, Pa.
19101.

= Pre-retirement planning is
among the subjects discussed in the
International Foundation of Em-
ployee Benefit Plans' recently pub-
lished 1980 Corporate Benefits
Management Conference Pro-
ceedings. The 102-page book in-
cludes the texts of eight speeches
presented last year at four corpo-
rate benefits conferences. The cost
to foundation members is $6 for
fewer than four copies or $5 for
more than five.The cost to non-
members is $10 and $9 respec-
tively. Contact the IFEBP, P.O.
Box 69, Brookfield, Wis. 53005.

« A four-page brochure describ-
ing the fire resistance of new
Pyrothane foam developed by the
foam division of Scott Paper Co. is
now available to engineers and de-
signers. The new fire retardant
foam was created for use in institu-
tional furniture and bedding. It can
also be used in mass transit, air-
craft and public assembly seating.
To receive the free brochure, write
Ronald Goldberg, Market Develop-
ment Manager, Scott Paper Co.
Foam Division, 1500 E. 2nd Street,

Chester, Pa. 19103 or call 215-876-
2551.

« A sample set of risk manage-
ment information cards, includ-
ing "Correct Lifting," "CPR" and
"Choking," is available for $2.50
from Darrell Heppner and Associ-
ates, 1120 E. 14th St., Suite FF, San
Leandro, Calif. 94577.

* Two brochures, Tips of Meet-

It's too early to document any
savings, but the Minnesota Coali-
tion on Health Care Costs knows
where it wants to go.

Formed about a year ago after a
two-year study by the Minnesota
Commission on Health Care Costs,
the non-profit coalition includes
participants in all facets of the
health-care process: physicians,
hospitals, insurers, businessmen,
government and consumers.

The group monitors all aspects of
rising health-care costs in the Min-
neapolis-St. Paul area to find ways
to reduce costs.

According to Dr. James B. Ken-
ney, executive director of the coali-
tion, one of the most serious prob-
lems is the "cost-insensitivity"
among hospitals, doctors and con-
sumers.

In response, the coalition has
formed three major task forces on
incentives for change, education
and health promotion.

The coalition wants to shift in-

centives so that economic rewards
are not be automatically tied to
providing more health care.

Under the current system, Dr.
Kenney says, there are economic
incentives for health providers to
increase the cost of health care.

As an example, he cites hospitals
receiving economic rewards for the
more service they give, a notion
that can be a disincentive.

"It rewards you for being ineffi-
cient,” he says. "The system is not

ing Planners and Tips for Tra-
velers. are part of a fire safety
program launched by the Insur-
ance Information Institute. They
feature fire safety tips for those
planning business meetings or
gatherings in public places and for
those staying in a hotel or motel

overnight. Free individual copies
or a set of the "Be Fire Smart”

leaflets are available from the In-
surance Information Institute, 110
William St., New York, N.Y. 10038.
Additional copies are available at 5
cents each to member companies,

subscribers and agents and 10 cents
each to others. Call the institute's

toll-free hotline at 800-221-4954.
New York residents can call the
institute collect at 212-669-9200.

Have a new report, booklet or pro-
motional brochure you'd like to
send to buyers of insurance? Busi-
ness Insurance will describe your
material as an editorial service in
the weekly Info for Buyers column.
Simply send us. a short description
of the material to be offered. along
with a cost and mailing address.
Address all contributions to Info
for Buyers, Business Insurance, 740
N. Rush St., Chicago, lll. 60611

geared to being cost-effective."

The problem can be attacked in
several ways, including having a
more market-oriented approach.

Such methods include influenc-
ing employers to be better purchas-
ers on behalf of employees and to
offer a choice of good plans.

A second thrust of the coalition
is to educate physicians, employers
and employees. Under considera-
tion is a pilot program-concen-
trated in teaching hospitals-to
make physicians more aware of
medical costs.

For physicians already practic-
ing, another effort concentrates on
bringing information to commu-
nity hospitals.

Physicians make more than 70%
of the decisions resulting in health-
care costs, Dr. Kenney says. The
health coalition may not make
them change their ways, butitis a
step in making them more aware
of rising health costs.

The coalition also hopes even-
tually to direct education efforts at
hospital trustees, Dr. Kenney says.

The third effort will be promot-
ing health programs in the work-
place. "Our thrust is to consumer
demand,” Dr. Kenney says.

Besides emphasizing reduced
costs and less service, attention
should be given to the health-care
user. "If we can prevent more ill-
ness, we can affect the demand for

heath care,"” he says.
What kind of effect the coalition

will have won't be seen for a
while, Dr. Kenney says. "It's too
early to give the bottom-line re-
sults,"” he says. "It will take a con-

certed effort for a number of
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Group life sales
increase in April

April purchases of group life in-
surance set up under new or re-
vised group contracts totaled $11
million, compared with $10.1 mil-
lion in April 1979, according to the
Life Insurance Marketing & Re-
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comings & goings: buyers

Houston Natural Gas

promotes William Dahl

William J. Dahl, 44, has been
named corporate risk manager for
Houston Natural

Gas Corp. For-

merly manager

of the company's

iNnsurance de-

partment, Mr.

Dahl is also vp

and a director of

' Gulf Co. Ltd.,

HNG's captive

INsurance com-

Dahl pany in Ber-
muda. He will
report to Michael J. Peiri, senior
vp and chief financial officer. Mr.
Dahl has held various positions in
the insurance and risk manage-
ment fields and was district man-
ager of Argonaut Insurance Co. be-
fore joining HNG in 1974. Mr. Dahl
holds a bachelor's degree in busi-
ness administration from the Uni-
versity of Houston.
Ann M. Raymond has been
named insurance manager at Bliss
& Laughlin Industries of» Oak
Brook, Ill., effective June 1. She
will be responsible for all of the
company's insurance activities. Ms
Raymond, 50, joined Bliss &

Published every Mondav. Copy in written form in Chicago office not later than
noon Monday, 7 days preceding publication date. Displav classified: takes card
rate of $49.00 per column inch with card discounts on size and frequency. Cash
with order. Responses to Business Insurance blind bor ads areforwarded dailv.

Laughlin in 1974 and has worked
in various accounting and insur-
ance capacities. She helped form
the company's first risk manage-
ment department. Ms. Raymond
will report to Dennis W. Sheehan,
vp, general counsel and secretary.
She replaces George Simpson,
who left the company in May. She
is working toward a degree in busi-
ness at EImhurst College.

Katy Mariner, 43, has been
named risk manager at Tandem
Computers in Cupertino, Calif. Ms.
Mariner previously was an insur-
ance manager at National Semi-

conductor Corp. She also worked
as assistant account executive at

broker Rollins Burdick Hunter and
as corporate insurance administra-

tor for Waste Management Inc. in
Oakbrook, llI.

We'd like to report on staff changes
in your risk management or em-
plovee benefits department. Just drop
a note to Stephen Tarnoff, Associate
Editor, Business Insurance, 740 N.
Rush, Chicago, ILL 60611 or call 312-
649-5482. We'd also like to receive pie-

tures.

Rhode Island group monitors
workers comp rate increase

Continued from page 3
large rate increase this year.

Mr. Lattanzio says that Rhode Is-
land is one of the three highest loss
states in the United States and that
workers compensazion insurers
there have not made an under-
writing profit for four to five
vears.

But Hugo Ricci Jr., the Rhode Is-
land Consumers Council's legal
counsel, says he will iperate on the

premise that the rate hike is unjus-
tified until he sees statistics that

show otherwise.

He says the 60% rate increase is
money insurance companies are
seeking to defend disputed work-
ers compensaticn claims in court.

"I've asked the NCCI for a cost
analysis that would spell out how
many claims are filed against each
insurer every year, how much they
pay out, how many (claims) are
outstanding, what it costs them to
defend claims, but | have no an-

swers yet," Mr. Rieci said.
He also asked the NCCI to in-

clude estimates of interest, salaries
of employees and any other perti-

nent information that would help
make the case for a 60% rate in-

crease.

"If | don't get an answer, | may
file a motion to dismiss this rate

increase," he added.

RICOMP has not been as active

in monitoring the hearings on the
rate proposal as the group would
like to be because the Rhode Island

insurance commissioner ruled that
RICOMP could not intervene in
the case unless it was represented
by legal counsel, Mr. Newquist
said.

"We just don't have the re-
sources to hire a legal counsel, but
we have been active in monitoring

the hearings," he said.

RICOMP, instead, will concen-
trate on drafting legislation that
would provide benefits to legiti-
mate claimants-with less involve-
ment of the legal system, said Mr.
Newquist.

More hearings on the NCCI rate
proposal will be held in the coming
weeks, but a decision on the re-
quest probably will not be made
until early fall. .

Firm says more than 90%
of hospital bills have errors

ATLANTA-More than 90% of
600 hospital bills studied by an ad-
ministrative services firm con-
tained errors.

The bill were auditied for 99 in-

surance companies by Equifax Ser-
vices Inc. The insurance companies
included life and health companies
as well as property/casualty insur-

More than 60% of the bills con-
tained charges that could not be
substantiated as services actually
rendered, Equifax said.

"Often these items are charged
through human error,” said J.H.
Hudgens, an Equifax vp. "For ex-

classified advertising

RATES AND CLOSING TIME:

,onsulting/Executive Search

Business Insurance

To the Insurance Industrv BROKERAGE POSITION WANTED

NEW YORK CITY-NASSAU AREA

AGENCY WANTED

Risk Management

Circulation
Breakdown™

Commercial Consumers

Administrative Management
owners, presidents,

vps, etc. 6,888

Financial Management:
chief financial officers,
vps of finance, secretaries,

treasurers, etc. 9.287

Insurance Management
vps, directors, managers of
insurance, risk, benefits,
compensation, safety,

security, etc. 4,976

Government, Associations,
Unions, Educational
Institutions 927

Commercial Consumers

Sub-total 22,078
insurance Agents

& Brokers 9,500
Insurance Carriers 4,213
Banks & Financial

Institutions 343
Actuaries, Attorneys,

Adjusters, Appraisers

& Consultants 1,985
Others allied to the field 712
TOTAL 38,831

'Source: Business/Occupational
breakdown of qualified circulation,
Nov. 3,1980 issue, Dec. 1980 BPA

Publisher's Statement.

ACCOUNT EXECUTIVE

50+ year old established San
Francisco Bay Area Brokerage
firm seeking highly motivated
and seasoned executive to
service and produce medium
size commercial property and
casualty accounts. Excellent
salary, fringe benefits, and
bonus program.
Contact in Confidence:
Dave Baker

WM. MATHEWS, INC.

2450 Washington Ave.
San Leandro, CA 94577

LI PAUL I. PUNKLI
ASSOCIATES. INC.

One Chase Road

Scarsdale, New York 10583
(914) 725-0773

Licensed Sr. Account Execu-
tive-25 years brokerage and
office management experi-
ence. All phases of servicing,
marketing and sales of larger
commercial Call
212-799-5964.

accounts.

ACCOUNT DEVELOPMENT
DIRECTOR

Risk Management Insurance

ST. PAUL RISK SERVICES, INC., a subsidiary of St.
Paul Fire and Marine, is now seeking highly motivated
and people oriented Account Development Directors for
our WASHINGTON, DC and DALLAS, TX operations. The
availability of these positions are the direct result of
our company's phenomenal growth.

With ST. PAUL RISK SERVICES, you'll be responsible
for working with agents to establish new client contact,
recommend coverage, analyze client needs, and develop
a specific program tailored to meet our clients require-
ments. You'll also assist in new marketing plans
(through tne development of advertising materials)
and in the planning and implementing of innovative
marketing/sales strategies. 50% of your time will be

spent traveling.

If you are a degreed professional with 2-3 years di-
rectly related experience, and proven knowledge of
the risk management field or a related area, you'll
find an excellent salary, many superb benefits and
a strong policy of promotion from within waiting for
you. For immediate consideration, please send your

resume in confidence to:

aS,hul

S. Thulen

ST. PAUL RISK
SERVICES, INC.

408 St. Peter Street
St. Paul, MN 55102

An Equal Opportunity Employer

New York area insurance agen-
cy interested in acquiring P&C
alency with premium volume
uo to $6 million. Key person-
nel must remain. Substantial
cash

available. For details.

p ease contact:
MARIC ASSOCIATES, INC.
310 South Street
Morristown, New Jersey 07960

(201) 540-0540

MEM

Executive Recruiting For
Corporations, Brokerages

& Insurance Companies
Contact:

Chuck Hubbard
(212) 599-2662
METRIC

11 E. 44 St.
New York, NY 10017

o

To: Corporations, Insurance Companies

and Brokers Nationally

From: Insurance-Risk Management
(IRM) Division

It is a pleasure to announce that effective July 1, 1981, Mr.
Martin S. Hodes, ARM, has been appointed a Divisional
Vice President oi this company. Mr. Hodes will be respon-
sible for the new Insurance-Risk Management (IRM) Divi-

sion.

IRM Division will be responsible for the recruiting, screen-
ing, and placement of Corporate, Insurance Company and

Brokerage Insurance and/or Risk
sistants, Safety, Loss Prevention,

Managers and their As-
Industrial Hygiene, Em-

ployee Benefit, Pension, and Claims Managers and their
Assistants. Attorneys with specialty or background in any
of those legal oriented field will also be represented by

this new DiVision.

As a former Risk Manager, Account Executive, Insurance
Broker, College Teacher and Accountant, Mr. Hodes will
continue to extend his broad range of knowledge to the
important counseling and placement services which have
satisfied personnel requirements for many Fortune 500
clients. It is planned, that as the economy expands, this
new Insurance-Risk Management Division will expand
proportionately, to better serve your personnel and personal

career growth requirements.

Call (212) 697-3358 collect and send resume to:

Mr. Martin S. Hodes, ARM

IRM Division

Career Guides

415 Lexington Ave., New York, N.Y. 1

0017

ample, laboratory tests, blood or X-
rays are ordered and later can-
celled, but the charge slip is not
withdrawn.”

While the majority of the bills
contained overcharges, 24% of the
audited bills omitted charges for
services rendered, according to
Equifax.

Another area of unnecessary ex-
pense to insurers occurred when
patients confined for a workers
compensation injury ordered elec-
tive services, surgery or unrelated
therapy, and charged the elective

services to the insurer, Equifax
said.

Mail ads to Barbara Tosheff, Business Insurance, Classified Advertising Dept.,
740 N. Rush St., Chicago, IL 60611. Call (312) 649-5340 for more information. Teler
Number: 25-4248. No verbal phone copv accepted. Responses to Business Insur-
ance blind box advertisements mustfit into a regular business-size envelope.

For a

Concise

Logical
Approach

Risk

Management
Recruiting

LCLIC

Associates, Inc.

170 Broadway
New York, N.Y. 10038
'212) 227-8000

ATTENTION
BUYERS & SELLERS

We specialize in bringing together
buyer and seller for insurance
agencies and companies. Partial
list of inventory:
Orlando-

P&C agency 1 million premium
Ft Lauderdale-

P&C agency 1 million premium
west coast-

P&C agency 2 million premium
Florida—

Small P&C insurance company
North-East-

Old P&C ins co. 8 mil. surplus
Mid-West-
P&C company 1.6 mil. surplus*
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Rehab debate centers

Cont:nued frompage | Job market as soon a possible
wall is setting up rules and regula- "It's a difficult philosophical ad-
tions under a mandate effective Justment for counselors to make-
last January to realize that the employer's obli-
Everybody likes to recall the gation is limited,” admits Irene
success stories of vocational reha- Sanchez, president of Emeritus
bilitation such as those described Inc, a private counseling firm She
above But insurers and employers is also former chief of California's
who self-fund workers compensa- rehabilitation department
tion benefits complain that state Some private vendors are start-
delivery systems are inefficient ing to use Job developers who comb
and re-employment goals of pro- the local Job market for opportuni-
fessional rehabilitation counselors ties suitable for injured workers
are unrealistic with certain disabilities This ap-
"The idea for the system IS good, proach fills the need of employers
but I'm displeased with the way it's and workers alike to find a new
working," says Paul Bayer, man- Job, not merely train for it
ager of workers compensation at In California, where the rules
Crown Zellerbach Corp in San and regulations governing voca
Francisco tional rehabilitation are the most
State consultants, who must ap- complex and time-consuming for
prove every vocational rehabilita- employers, more than 25,000 cases
tion plan in California, tend to be were reviewed last year, reports
affluent, middle-class college grad- Thomas G Abrams, who recently
uates who majored in sociology assumed responsibility for the de-
Mr Bayer says he wonders how partment.
they can discuss transferable skills Twenty-seven profesional con-
with a blue collar-worker sultants backed up by a 40-person
It's easy for the rehabilitation clerical staff IS far fewer than the
counselor to send an injured bureau says it needs to handle its

on right route

Rehabilitation costs rising

California vocational rehabilitation plans cost an It Stlll accounts for 35% of all rehabilitation plans
average of $6,927 in 1980, a 64% increase over three and 51% of all plan costs
years ago, according to a preliminary report fur- » The most successful plans are the least expen-
nished to Bus:ness Insurance by the California sive Plan completion and return-to-work rates are
Workers Compensation Institute. inversely proportional to costs.

Approximately 51% of the total costs are paid to e The duration of the average completed rehab
the injured worker as a maintenance benefit, 33% plan is 24 weeks, ranging from 97 days for modified
goes to private rehabilitation counselors and 16% is or alternative work with the same employer to 226
applied to tuition. books and other training ex- days for formal schooling
* Three of every four employees who begin a

The study sample consisted of every fourth file rehab plan complete it Nearly 85% of those who
closed by the rehabilitation bureau in June and complete a plan return to work
July 1980 Incomplete files were eliminated, leaving « Some 53% of the employees who completed a
611 cases with a combined expenditure of nearly $2 rehabilitation plan returned to work at wages equal
million in vocational rehabilitation benefits to or higher than pre-injury earnings

The California Workers Compensation Institute - The average weekly wage of all workers who
published the first comprehensive study of rehabili- completed a plan and returned to work was $247,
tation costs three years ago and is preparing to issue about 5% less than pre-injury wages
its second report soon Other significant findings Employers, insurers and state agencies are hun-
include gry for hard data on the cost of providing voca-

* The largest relative cost increase was in pri- tional rehabilitation Such data is not collected by
vate counselor expenses, but the percentage distri- state governments but IS widely scattered among
bution of plan costs shows little change between workers compensation insurance companies and
1978 and 1980 self-funded employers that cooperated in the CWCI

+ Use of formal schooling is declining, although study

penses

worker back to school It's a heavy caseload Private vendors
greater challenge to arrange a mo- provide counseling services to in-
dified Job with the employer or to Jured workers, but state staffers insurers are starting to recognize Some employers report inflexi- rehabilitation candidates benefits
identify transferable skills to put approve and review plans, mediate vocational rehabilitation as an ex- bility from unions that refuse to the injured worker and the em-
the person back to work quickly disputes and educate all parties tension of the claims management grant seniority to an injured ployer, explains John Miller, an at-
"Rehab counselors want to take a about the law function Pacific Gas & Electric worker who switches Jobs Senior torney in a workers compensation
In most other states, the report- Co, Sears, Roebuck & Co and employees will not be enthusiastic defense firm in Thousand Oaks,
brain surgeon" is the way one state ing requirements to regulatory Lockheed Corp are among com- about an alternative Job if they Calif
administrator describes the typical agencies are less demanding In panies that have hired in-house co- must accept entry-level wages and If a person IS off work for a con-
attitude of insurance companies Michigan, for example, the voca- ordinators to monitor the progress reduced benefits siderable period of time, his physi-
Retraining can run up thousands tional rehabilitation division re- of rehabilitation cases Another common complaint by cal and emotional condition may
of dollars in tuition bills, books and views selective files but does not "Those duties take up at least a employers is that many employees detenorate, The sooner he gets
other materials In addition, the specifically approve every plan third of my time," estimates Paul abuse the system to prolong tem- back into the mainstream, the bet-
employer must pay continuing Understaffed government agen- Dyer, workers compensation ana- porary disability benefits they earn ter off he is and the less costly the
temporary disability benefits cies are leaving more of the Job lyst for Standard 011 Co of Califor- while they are retraining In Cali- claim, Mr Miller says
Apart from costs, employers argue evaluation and counseling to pri- nia He says he believes the com- fornia, weekly maintenance bene- One solution to vocational reha-
that retraining is less effective vate-for-profit counselors, and that pany needs a full-time person to do fits range up to $175-in some in- bilitation, viable at very large com-
than other alternatives worries some people The growth the job better stances close to the worker's previ- panies, is on-the-job retraining
"There's not enough emphasis on in vendor services is threatening to The ideal way to return an in- ous take-home pay General Motors Corp operates 13
a fast return to work," stresses change the direction of rehabilita- jured employee to work is to find a Recent data compiled by the Cal- transitional workshops in Michi-
Clair Shaw, western region self-in- tion, says Doug Langham, adminis- Job within your own company, Mr ifornia Workers Compensation In- gan and other states for injured
surance manager at the May De- trator of the vocational rehabilita- Dyer says But he is seldom able to stitute suggests, however, that the workers to learn new skills They
partment Stores Co Retraining in- tion division m Michigan do that because it's very difficult to system is tightening up State con- perform productive Jobs in the
creases the odds of a litigated "Who's the client?" he asks For sell a manager in another division sultants and vendors are quicker to workshops
workers compensation claim and private firms, it is really the insur- on accepting an injured worker spot these welfare welchers who Sixty full- and part-time Job
prolongs the injured person's time ance company or employer that re- "They will hire the handicapped are not genuinely motivated to re- placement coordinators Identify
off the Job tains counselors-not the injured from outside the company, but turn to work Jobs within the company where re-
Some counselors concede that worker, he says That creates an they don't want to take on another "Know your counselors on a entering injured workers can be
their profession has been oriented mherent conflict of interest for the manager's problem," he explains case," Mr Dyer urges "When you hired A longstanding arrangement
toward maximizing the career po- counselor seeking to serve the What IS needed is a high-level di- find a good one, stick with them if with the United Auto Workers
tential of the injured worker, but needs of a worker but retain the recti ve within the co mpany they change companies " Hourly permits placement of the worker
they say the emphasis has changed business of a client strongly urging managers to em- fees range from $45 to $55 without any sacrifice of benefits in
toward returning the person to the A number of California self- ploy injured workers, he says Early identification of potential most cases

Broken neck doesn't stop executive

Continued from page | "They didn't put any pressure on -soon rectified the problem and cause it goes straight to the bone," important that they fully compre-
Mr D'Arcy He was dnving to a me-it was great,” he says. But started checks flowing regularly says Mr D'Arcy, who recently ex- hend beforehand the practical con-
business appointment when his car when he asked for work, they gave But his first visit from the insur- changed the brace for a neck collar siderations of medical ... cost
was hit from behind at a stop sign it to him There's a lot that employ- ance company took place while he but still shows deep wounds on containment, for example, must be
Thus his accident became a work- ers can do to encourage a sick or was in the hospital Filled with each side of his temples where the explained as part of a continuous
ers compensation claim injured employee to return to work pain-killing drugs at the time, Mr screws merced his skull communications process
“It's one thing paying for work- as soon as possible D'Arcy recalls very Lttle about the "The thing that was painful was Before an employee needs to use
ers compensation and a salary con- Hearing frequently from people occasion "I definitely recommend putting It on-but don't tell people the hospitalization benefit, he or
tinuation program so there's no fi- at the office reminds the disabled that visitors avoid important dis- that because they won't go that she must be aware of any co-pay-
nancial burden But the employer's employee that he IS missed, he cussions with patients at such route," he urges "They have to put ment obligations Twenty percent
responsibility doesn't end there," says If an employee is inclined to times," he advises it on cold, without painkillers, so of a hospital bill can be a consider-
Mr D'Arcy says "My company malinger, he or she is going to start Mr D'Arcy was able to leave the you can help them put it on " able sum But explanations must be
made other accommodations to feeling a little guilty when he is hospital 12 days after his accident Mr D'Arcy could not lie down made before hospitalization occurs
ease the emotional burden " reminded how others are working because he chose to wear a halo wearing the brace It took him five and in a very positive way
When meetings were held at the harder to take up the slack brace furnished by Ace Orthopedic weeks to learn how to sleep sitting "You don't want to leave em-
office, Mr D'Arcy was Included Mr D'Arcy describes how good Co for three months. The alterna- up He took his first walk wearing ployees with the impression that
via telephone conference calls A he felt to receive get-well cards tive was eight weeks in traction in the brace eight days after the acci- they shouldn't stay too long M the
| speaker phone was installed in Mr from the office continuously the hospital, strung up with dent and gradually was able to get hospital because it'S costing uS
D'Arcy bedroom immediately fol- throughout a three-month conva- weights, calipers and other gadgets, out of bed more frequently money or it's wrecking our experi-
lowing his release from the hospi- lescence, not Just during an initial along with an astronomical hospi- "Going for that first walk was ence rating factor," Mr D'Arcy
tal burst He also has a house full of tal bill running into the tens of traumatic enough, but can you cautions
Mercer also gave Mr. D'Arcy the plants sent by well-wishers thousands of dollars. imagine what it would be like after Besides the cost advantage of a
use of his assistant, who drove to If a sick or injured employee is "Being in the consulting business eight weeksp" he asks Physiother- shorter hospital stay, Mr D'Arcy
his house as needed to take dicta- unable to resume his full duties, | am very cost-conscious,” Mr apy would run up the costs, as well says, when medically possible, that
tion, deliver reports and brief him maybe he can do something else D'Arcy says "My doctor was very as more X-rays, other treatments it's in the the patient's best interest
on client developments "People until he has fully recuperated, he good, he told me my options and and two months of hospital bed "Returning home is the first step
were surprised how well-informed suggests That prevents him from explained them very well " and board bills toward getting over this sticky part
| was with the office gossip,"” he falling out of the work habit and A close inspection of the halo Most employees do not under- of your life
adds from feeling less worthy or anx- brace, however, reveals why some stand that they have alternatives "There is a kind of spirit that is
Workaholics are unable not to ious about returning to the Job patients prefer eight weeks in trac- in medical care, Mr D'Arcy says nurtured within some companies
work-they need It for psychologi- Another thing Mr D'Arcy tion It looks like a medieval tor- There IS Stlll a notion that the pa- that people really count,” he says
cal health. But less conscientious learned firsthand is the aggrava- ture contraption Sharp pins screw tient should listen to what the doc- When that attitude prevails, em-
workers also can benefit from the tion of slow reimbursement on a into the skull to immobilize the tor says and follow his plan rather ployees perceive benefits commu-
kind of return-to-work campaign workers compensation claim His head and hold it directlv above the than ask about the options nication positively-not as an em-
conducted by Mr D'Arcy's co- company's insurer-a major stock neck At a time of extreme trauma ployer plan but a way of living
workers company he prefers not to identify "It's really not that painful be- people don't think clearly sO it is within the company "

ditch digger and turn him into a

{
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California may limit
workers' right to sue

Continued from page 2

posed legislation also would negate a ruling in which a jury
awarded $875,000 to an injured worker who was allowed to sue his
self-insured employer, International Paper Co., using the argument
that his employer, as insurer, failed to provide a safe work environ-

ment (BI, Jan. 19).

The bill would not apply to the type of lawsuit brought against
Johns-Manville Products Corp. by employees who contended they
contacted asbestosis or cancer when the employer knew about dan-
gerous work conditions, Mr. Brokaw said.

"If employers know about a dangerous condition and hide it from
their workers, the senator would be the first person fighting for
their right to collect outside the workers compensation system," he

added.

The bill was drafted after three controversial cases came to the
attention of the legislator, his aide said. They include:

* Douglas vs. E.&J. Gallo Winery. An employee of Gallo fell
off a scaffolding and received workers compensation benefits. He
later sued Gallo for civil damages in a second capacity because the
scaffolding equipment was also sold to the public.

* Bell vs. Industrial Van Gas Inc. One of Van Gas's employees
suffered injuries when delivering toxic gases for the employer, who
was a distributor of various gases. The court ruled the employer
served in a dual capacity and awarded the plaintiff the civil dam-

ages sought.

* Moreno vs. Leslie's Pool Mart. This case involved a stockboy
who accidentally mixed acid and chlorine together and was injured
by the fumes. The court ruled that as manufacturer of the chemi-
cals, Leslie's Pool Mart served in a dual capacity and was responsi-
ble for damages awarded by the court.

The Assn. of California Insurance Companies is gearing up for
what they think will be a tough fight in the Assembly, said George
Tye, executive manager of the group.

He said the California AFL-CIO and the state's powerful trial
lawyers association are lobbying against the bill.

Asbestos suit award

believed to be largest

Continued from page 2
Bond's death.

"There was no problem linking
them. It was the only product he

was exposed to,"” Mr. Hullverson
said.

He said that the rare form of
cancer that Mr. Bond died from is
caused by exposure to asbestos, ac-
cording to medical findings.

Mr. Hullverson said a structured
settlement was not sought because
more could be obtained with the
cash settlement.

"The bottom line is whether
you're getting the top dollar or
not,"” he explained. "It strictly de-
pends on what the bottom-line cor-
pus amount is."

Under the terms of the settle-
ment, both Turner-Newall Ltd.
and AC&S agreed to pay

$650,000. Distributor Armstrong
Cork paid $100,000.

AC&S was insured by Aetna
Life & Casualty Co. No informa-

tion on policy limits or the insurer
for Turner-Newall in London was

available.

Armstrong had two insurers, and
it is still uncertain which will
cover the loss, according to the
company's St. Louis attorney, Wil-
liam Evans. "They paid the check
themselves,” he said. "But what in-
surer will reimburse them, | can't
say."

Mr. Evans said that Aetna Life &
Casualty insured Armstrong in the
early 1960s when Mr. Bond was
exposed to the asbestos. Liberty
Mutual was reportedly the com-
pany's insurer when the disease
became manifest in 1978. i

Workers shun HMOs, report says

CHICAGO-Workers are not too
eager to join health maintenance
organizations despite efforts by
employers to offer the alternative
form of health care, according to a
study.

Charles D. Spencer & Associates
surveyed 170 companies with some
3.7 million emplyees. All but 23 of
the companies offered the option of
joining at least one health maine-

tenance organization while 31
firms offered the choice of 11 or

more HMOs.
But only 5% of the eligible em-
ployees joined an HMO, according

to the study.

Forty-one companies reported
that fewer than 2% of their em-
ployees were HMO members,
while 39 companies said 10% or
more joined HMOs.

More than 30% of the employees
who work for companies located in
Minnesota joined HMOs, according
to the study. Twenty-two percent
of those living in California be-
came HMO members.

For a free copy of the survey,
write Charles D. Spencer & Associ-

ates, 222 W. Adams St., Chicago,
1Hl . SOES OGS - rm
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Court allows employees
to strike for pension plan

Continued from page 1

By striking to force Amax to join
the multiemployer plan, the union
was illegally coercing it to accept
the collective bargaining agent,
Amax argued.

The National Labor Relations
Board, a federal agency that me-
diates labor-management disputes,
upheld the union's right to strike.

The U.S. Court of Appeals for
the 3rd Circuit, however, over-
turned the board's decision. The
appellate court agreed with
Amax's contention that the strike

was an effort by the union to co-
erce Amax in the selection of a col-
lective bargaining representative,
an unfair labor practice.

But in an 8-1 decision, the Su-
preme Court said the appellate
court misunderstood the role of the
employer trustee on a multiem-
ployer plan.

The trustee named by manage-
ment to a multiemployer plan is
not one of management"s collective
bargaining representatives.

Instead, a trustee "is a fiduciary
whose duty to the trust benefi-
ciaries must overcome any loyalty
to the interest of the party who ap-
pointed him," the court said.

As a result, the lower court's
analogy to collective bargaining
was incorrect, said retiring Justice
Potter Stewart, who wrote the de-
cision.

In the military pension case, the
court struck down a California ap-
peals court decision that found a
military pension is "property"” sub-
ject to division when a couple di-

Although the dispute concerned
only one divorce, it will affect di-
vorce settlements for thousands of
military couples nationwide.

Richard McCarty, an Army colo-

el, and his wife, Patricia McCarty,
were divorced in 1976 after 19

years of marraige.

Their divorce took place in Cal-
ifornia, where the divorce laws
consider everything bought or
earned during a marriage as "com-
munity property" to be divided be-
tween a couple. Seven other states
have similar laws.

A state court awarded Mrs.
McCarty about half of her hus-
band's pension. The California
Court of Appeals upheld the
award, arguing that Congress did
not intend to exempt military pen-
sions from state community prop-
erty laws.

But the high court disagreed. It
said Congress established military
pensions because:

- It is a personnel tool to en-
courage older soldiers to retire and
create a "young and vigorous" mil-
itary force.

- It is an incentive for people to
join the military.

- It is a way to provide for re-
tired military personnel.

These purposes would be frus-
trated by a soldier's knowledge
that his military pension is not his
exclusive property, the court said.

Women's rights groups blasted
the decision and said it is now
more important than ever that
Congress passes legislation, H.R.
3039, introduced by Rep. Patricia
Schroeder, D.-Colo., that would
give military wives the right to
claim a portion of an ex-husband's
pension as part of a divorce settle-
ment

In striking down the punitive
damage awards against cities, the
court said punitive damage suits
cause tax increases and reductions
in public services.

Neither "reason nor justice sug-
gests that such retribution should

Photo: Buck Consultants

The Supreme Court said a strike by Wyoming coal miners to force a
company to join a multiemployer pension plan was legal.

be visited upon the shoulders of
blameless or unknowing taxpay-
ers," said Justice Harry Blackmun,
who wrote the majority opinion in
the 6-3 decision.

The ddeision is good news for
city governments that over the
years have watched courts strip
away their traditional immunity
from lawsuits, enormously increas-
ing their liability exposures and in-
surance costs.

The decision still leaves city gov-
ernments liable for compensatory
damages. But compensatory
awards, which cover actual dam-
age suffered by a plaintiff, usually
are substantially smaller than pu-
nitive awards.

The case involved a suit by a
concert promoter in Newport, R.I.,
whose said he lost money because
city officials tried to block the con-
cert featuring Blood, Sweat and
Tears, a rock group.

Newport officials were opposed
to all rock concerts and revoked a

license to Fact Concerts Inc. to stop
the concert.

City officials later allowed the
concert, but by then, radio an-
nouncements that said the concert
had been canceled hurt ticket sales,
the suit said.

Fact Concerts Inc. sued in fed-
eral court, charging violations of
the First Amendment protection
for free expression. A lower court
awarded the concert promoter
$75,000 to compensate for loss rev-
enues and $200,000 in punitive
damages.

Justice Blackmun, in stripping
away the punitive award, said
there are sound economic reasons
for not allowing punitive awards
against municipalities for civil
rights violations.

If punitive damages were al-

lowed, juries might be encouraged
to make excessive awards because
of the prejudicial impact of the
"unlimited taxing power of a mu-
nicipality,” he said.

Such an exposure "may create a
serious risk to the financial integ-
rity of these governmental enti-
ties," he added.

Justice Blackmun also noted that
the threat of punitive damages
against a city isn't a deterrent to
official misbehavior since public
officials don't have to pay the
costs.

Finally, the Supreme Court let
stand a federal appeals court deci-
sion that upheld a 1978 Occupa-
tional Safety & Health Administra-
tion regulation limiting worker ex-
posure to lead content in the air.

The appeals court, in generally
approving the OSHA lead stan-
dard, said the federal safety and
health agency had to provide a
more detailed explanation of the
engineering steps the rule would
force companies in 46 different in-
dustries to take.

The appeals court, however, did
allow the new standard to take ef-
feet for 10 industries-including
lead-smelting, printing and elec-
tronics and battery manufacturing
-with the highest lead exposure.

For the 10 industries ordered to
comply, the Supreme Court last
December issued a stay that forced
the companies to provide workers
with protective breathing devices,
but allowed the affected industries
to delay any major engineering
changes.

The high court's refusal to hear
the case ends the temporary stay.
OSHA now plans to issue a new
schedule indicating when the in-
dustries have to make engineering

changes to reduce the lead content
[ I o B =l oan B — 3 == §  _ -
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Alllanz gains hold in British market

By ALAN H. CLIFTON And It was strange that Allianz should
and PHIL V. OLSEN even select Eagle Star as the vehicle to gain B | ti Cker
entry to the British market The German in- L
INCE OUR LAST update on the British surer has had a formal trading relationship

nsurance scene, mueh water, as they say, with .Commercia[ L_Jnion for some time,_and British Issues dian dollars while other non-sterling curren-

has passed under the bridge Some generally Lloyd's broker Willis Faber has long written + woon cies accounted for some 34 million pounds
poor first-quarter results have been released, accounts for Allianz 6/30 Price P/E Div. Yield High-Low ($79 million)
zra]nd Ianothherdof the_large |_r;s|ura_nf:e groups Companies pence pence % pencepence

as launched a major capital-raising opera- hatever else it had on its side, Allianz Commt Union 165 112 1545 94 166-161
tion But |-"nore on these later. N certainly l_:)_ene_fite_d fr_om the disen- Eagle Star ) 315 105 2143 68 315-286 }ogladrg]sgtstgﬁddtﬂ(lalargIztn/iv\\/lv;ggr?edsggfatlﬁg

The biggest development on th_e British chantme_n_t of_ British institutional investors Gent Accident 340 8 2 19.29 5 7 340-328 pound against other major currencies con-
scene has been the attempt of Allianz of toward British insurance stocks Gdn Royal Exch 340 8.7 2214 65 340-322 tinues. non-sterlin ;

. , ’ . > . Phoonix 286 84 21 20 74 PE-274 s - g revenues, particularly
Munich, Europe's largest insurer, to acquire Unlike their U S counterparts, and not- Roval e 10 3456 56 500 aaa the dollar, will be worth a lot more to bro-
. . . . 4 - ’

Eagle Star Insurance . withstanding their generally stronger capital Sun Aliance 904 90 47 14 52 904-884 kers in 1981 The average pound-to-dollar

Although the two companies apparently bases, British insurers have unleashed a suc- exchange rate in 1980 was $233 while the
had friendly but formal talks last fall on cession of equity offerings on British inves- Brokers average this year could be less than $2 10
areas of possible mutual cooperation, nothing tors since the mid-1970s As a result, insur- CE Heatn 278 109 15 00 5 4 278-271 Thus the value of doing business in dollars
was ironed out Eagle Star, which derives ance company paper has become about as Hogg Robinson 110 88 814 74 110-105 might be, with no extra effort, around 9 mil-
some two-thirds of its business from Britain, welcome as an unexpected letter from the Alex Howden 124 80 1000 81 124-116 lion pounds greater.

. . . - . JH Mine’ -

was unlnteresteq in expanding into Ger- Internal Revenue Service Sode o ::12 112576-15;5419 1351112‘3 The important feature, of course, is that
many, whereas Allianz has been determined A week before the Allianz move, Guard- edg Grp - 13 thi .

’ Sz . . i y Stenhouse Hidg 95 8 7 6.64 70 95- 91 s would also be the increase at the pre-tax
to gain a significant toehold in the British ian Royal Exchange, which owns a number Stew Wrightion 225 11 8 17 14 7 6 225.220 profit level Additionally, brokers may be
insurance mark_et. The fr|et_’1d|y app_roach of small _U.S property/casualty insurance Willis Faber 356 123 1714 48 356-347 helped by increases in non-dollar overseas
having failed, Allianz forced its attentions on companies with an aggregate premium in- Source Philip Olsen/Alan Chfton, Insurance Industry revenues
the r.eluctant British insurer come of some $110 n_’\illion ir_1 1_980, launched Specialists Kitcat & Aitken Stockbrokers, If all other variables, apart from exchange

It first bought 15% of Eagle Star common a $155 million offering This issue sent all London rates, remain static in 1981, the seven Lloyd's
stock through open-market purchases at 23% British insurance stocks lower and gave Al- brokers' 1980 pre-tax profits of 1185 million
above the quoted price and then made a ham the opportunity to raid Eagle Star. insurance stocks, there has been renewed pounds would increase in sterling terms by
tender offer a week later for another 15%. Flnala/ let's look at the first-quarter re- enthusiasm for the listed Lloyd's brokers perhaps 10% to more than 130 million pounds
Despite a spirited defense, the promise of an sults Royal Insurance, for once, has emerged The reason is not too difficult to identify in 1981

increased dividend and an updated net asset with the best results W|th a comblned ratio of Since mid-March the Index of insurance But all the other variables will not remain
value calculation, Eagle Star failed to con- 105.2%, followed by General Accident at broker stock prices has moved ahead by static, and it could well be that this profit
vince its stockholders to spurn the Alhanz 1063% and Commercial Union at 109 4% about 16%, easily surpassing the 6% increase buffer will come in very handy, It is not

offer Thus the German insurer now owns CU's underwriting losses were, indeed, large in the overall British equity market going to be easy for brokers to curb the
28% of Eagle Star, and the two companies enough to push it into an overall net loss Over the same period, the value of the dol- growth of expenses to a pace that equals rev-
presumably must learn to live together position Against the market's minimal pre- lar has risen by roughly 12% The exchange enue growth Premium rate competition re-

The whole episode is startling for a mium income advance, CU reported growth rate moved back through the one pound/$2 mains fierce, interest-bearing balances are
number of reasons German insurance com- of 18%, thanks to its new personal lines prod- level and was almost at $1 90 at a certain being squeezed and correspondent brokers in
panies are normally the most conservative of ucts and ItS Independence Program for com- stage the United States are placing more of their
institutions, yet Allianz's acquisition of a part mercial businesses When there is not much other good news business in local markets
of Eagle Star was very "high-profile” It was Elsewhere, premium growth was in the 7% for the Lloyd's brokers, the strength of the New business has to be the brokers' focus,
also surprising that a bid for almost 30% to 8% range The Brltlsh insurers' view of the U S dollar and, to a lesser extent, other cur- but, in the present climate, one broker's new
holding of Eagle Star could succeed on terms U S property/casuaItE/ market is that under- rencies agalnst the pound comes as a wel- business is most likely to be another's old
that represented less than two-thirds of asset writing results are going to get worse come shot in the arm, given the size of their business at perhaps half the rate and maybe
value, especially considering Eagle Star's In contrast to the pattern of investor dis- overseas revenues double the expense.
quite creditable past record. enchantment with British property/casualty Combining the results of seven top insur- While the weakness of the pound has been

ance brokers, excluding Stenhouse, it can be doing positive things for the stock prices of
estimated that brokerage income totaled Lloyd's brokers, the recent news that Lloyd's
about 310 million pounds in 1980 ($722 mil- brokers may be forced to divest themselves of
lion at the average exchange rate) Of that their Lloyd's managing agency interests has

Alan H Clifton. Zeft. and Phil V Olsen, nght, are amount, about three-quarters or 230 million moderated gains The financial effect on most
anatysts with London-based Kitcat & Aitken They pounds ($536 million) was earned by subsidi- brokers will probably be small, though the
report quarterly on the British insurance industry ary companies based in Britain, which, natu- problem could be a little trickier for Alex-
for Business Insurance, in addition to supplying rally enough, incur the vast bulk of their ander Howden, Hogg Robinson and Minet
weekly eaTnings reports on Bnt,sh companies for Bl expenses in sterling. But of that 230 million since their Lloyd's agency income (from both
Ticker pounds, they received 82 million pounds managed and members agencies) represents

($191 million) in income in U.S and Cana- almost 25% of their total profits.
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A bottom line view of loss control
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Oil rigs, like this in the Gulf of Mexico, typify high-hazard operations.

Every business has special perils need-
ing special insurance broker solutions.
How Alexnder & Alexander looks at off-
shore drilling, one of the riskiest, will help
explain how we willlook at your business.
In this case, we study rig safety through a
contractor's eyes. Scrutinizing the workers
and the working environment. Probing the
whys of injuries and the hows of accident
prevention. Viewing down-time as dollars.
Client-tailored

safety programming

Only by working from a client's point of
view can we be sure a company gets the
most comprehensive, cost-efficient pro-
grains possible.

This insider's vantage point enables
our loss control consultants to be sticklers

on safety for any corporation. Ferreting out

hot spots from loss data banks. Casing the
carrier's services. Creating safety programs
that work. And staying on top of them, alert
to changing conditions, new hazards, new
operations, new technology.

Each industry has different needs. For
insurance, for risk management, for human
resource management, for financial
services. And each of our 120 offices here
and overseas has the facilities, expertise
and strength to fulfill the requirements of
any company, large or small, in any industry

We think a big reason A&A has
become one of the largest and most trusted
insurance brokers worldwide is that we
work the same way with every client. From
the client's point of view.

Alexander
SNexander

From the clientt point of view



