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Recession

prompting
benefit

changes
By MICHAEL SCHACHNER

About a quarter of the nation's
employers are revamping their
employee benefit programs as a
direct result of the recession, ac-
cording to a new survey.

Twenty-two percent of the sur-
veyed companies say they are
changing their employee health
care plans as a direct result of the
recession. And five percent are
changing their retirement pro-
grams, found a recent survey by
the International Foundation of

Employee Benefit Plans, a Brook-
field, Wis.-based educational as-
sociation.

Nearly all of the 352 respond-
ing companies employed more
than 500 workers, the survey au-
thors report, although the survey
did not break down respondents
by size.

Benefit consultants say the
findings come as no surprise.

Employee benefits account for
a substantial portion of a com-
pany's operating expenses and
are commonly targeted for cost
cutting when profit margins slip,
they say.

Of the 22% of the survey re-
spondents who say they are
changing or plan to change the
design of their health care plan

Continued on page 28

Insurance industry defendants
seek review of antitrust ruling
SAN FRANCISCO-Most of the insur-

ance industry defendants have asked the
9th U.S. Circuit Court of Appeals to re-
consider a June 18 ruling that reinstates
the massive insurance antitrust litiga-
tion.

The defendants have petitioned the
court to reconsider the unanimous deci-
sion by a three-judge panel which over-
turns U.S. District Judge William
Schwarzer's 1989 dismissal of the law-
suit (BI, June 24; Sept. 25, 1989; Aug. 7,

Continued on nextPage

Mission wins ruling
Reinsurers told to pay

By DOUGLAS McLEOD

LOS ANGELES-Reinsurers

participating in a defunct Mission
Insurance Co. reinsurance pool
may not rescind their contracts by
claiming they were defrauded, a
state judge has ruled.

The decision, if applied to other
pending litigation, could allow
Mission's liquidators to collect al-
most $800 million in contested re-
insurance recoverables.

Los Angeles Superior Court
Judge Kurt J. Lewin ruled last
week that California insurance law

bars roughly 28 reinsurers partici-

pating in Mission's Pacific Rein-
surance Management Corp. pool
from rescinding their reinsurance
treaties:

Reinsurers must first pay claims,
then seek damages for fraud and
misrepresentation against PRMC
and the insolvent Mission as part
of the Mission liquidation, Judge
Lewin ruled. Reinsurers' fraud
claims would thus take a back seat

to claims of Mission policyholders,
who are in a higher-priority claim-
ant class.

"During the 'good years,' defen-
dants appear to have taken an os-
trich-like posture of 'Don't tell us

anything we don't want to know,'
while they collected lucrative pre-
miums," Judge Lewin wrote of the
reinsurers' claims that they were
misled by PRMC and Mission into
participating in the pool.

"Defendants cannot be permit-
ted to abdicate their obligations
to the ultimate insureds by blindly
delegating their respective under-
writing determinations to PRMC or
anyone else," the judge said.

The roughly 28 PRMC reinsurers
owe the Mission estate about $205
million in "present value" claims,
including paid-loss recoverables,
case reserves and reserves for in-

curred-but-not-reported losses,
according to Kathleen McCain, a
lawyer with Rubinstein & Perry in
Los Angeles, representing the Cali-

fornia Insurance Department,
which is supervising Mission's liq-
uidation.

Judge Lewin's ruling "vindicates
the position we have taken for a
long time and demonstrates that
the rights of policyholders come
first," said Karl Rubinstein, a
partner in the firm.

"Policyholders have no control
over what companies do with their
reinsurance and no control over
what they do with their affiliates,"
Mr. Rubinstein observed. "To per-
mit disputes between insurers and
reinsurers to disadvantage policy-
holders would really be wrong and
would undermine the very reason
for insurance."

The PRMC reinsurers will peti-
Continued on page 29

Coleridge sees profits returning
By GAVIN SOUTER

LONDON-The Viorldwide prop-
erty/casualty insurance industry,
now climbing out of a deep trough,
will soon enter more fertile terri-

tory and return to healthy profit-
ability, says David Coleridge,
chairman of Lloyd's of London.

Despite the soft commercial in-
surance market, the worldwide ec-
onomic recession and changes
forced on insurers by U.S. regula-
tors and courts, opportunities
abound for insurers throughout the
world, he said.

Also, innovation by brokers Will
help pull the industry out of the
current abyss, Mr. Coleridge said
last week in the keynote address at

W _ C,
(6rld Insurance Congress

• Full coverage of the World
Insurance Congress in Lon-
don will be featured in the
July 15 issue.
• Lloyd's plans global ex-
pansion. See page 10.

New policy for space lab
Lenders covered

if government
grounds program

By MICHAEL BRADFORD

WASHINGTON-What do you
call $80 million in insurance to
cover loans on a new space labora-
tory module?

You could call it political risk in-
surance, but that's not correct. Fi-
nancial guarantee insurance is not
accurate either. Force majeure?
Sorry, but no.

Try "contingency policy."
When Glen Surles went shopping

for coverage that would protect in-

vestors' financial commitments to
produce SPACEHAB, a laboratory
module scheduled to be launched

aboard the space shuttle in 1993,
he quickly learned that he was
looking for something that wasn't
available.

Mr. Surles, managing vp of Hall
Aviation, a Washington-based unit
of Frank B. Hall & Co. Inc., said
political risk insurers and financial
guarantee underwriters told him
they didn't write the type of cover-
age he needed.

And while force majeure cover-
age-which generally covers acts
of God or other events that could

not have been avoided by the poli-
cyholder-had been written for
similar projects, the insurance was
not broad enough to fit all of SPA-

Law may bar bank D&0 cover
for administrative hearings

Page 3

CEHAB's coverage needs.
"So what we found," Mr. Surles

recalled, "was that we needed to
develop a whole new product" that
contained elements of several dif-
ferent coverages.

With the help of London broker
C.J. Coleman & Co. Ltd., "we were
able to structure such a policy," he
said. The $80 million in coverage,
written for three years on what be-
came known as a contingency pol-
icy, is led by Lloyd's of London
syndicates managed by R.W.
Sturge & Co. and C.W. Rome (Un-

Continued on page 30

SPACEHAB, a laboratory mod-
ule, is scheduled to be launched
aboard the space shuttle in 1993.

the World Insurance Congress,
sponsored by Business Insurance
and Lloyd's of London Press.

But British insurers need tax
concessions similar to those given
their competitors elsewhere in Eu-
rope to allow them to compete on
equal footing, he added.

"One doesn't have to be an Ein-
stein to realize that recessions,
however painful, have finite lives,
as do downward slopes in insur-
ance cycles," Mr. Coleridge said.

Virtually nothing can be
achieved without insurance and as

economies grow over the next few
years, so will the need for insur-
ance, he said.

"If insurance is the price of peo-
ple being able to sleep at night, we

Survey finds more employers
extend benefits to part-timers

Page 3

at least as insurers have the right
to charge premium rates which en-
able all of us to do the same," Mr.
Coleridge said.

Major, and sometimes bizarre,
changes in the U.S. market-
which produces about one-third of
Lloyd's volume-also are affecting
insurers, he contended.

Concerned about growing num-
bers' of insurer insolvencies; Con-
gress is considering changes in the
way U.S. insurers are regulated,
Mr. Coleridge pointed out.

The limited exemption from fed-
eral antitrust laws that U.S. insur-
ers now enjoy is being called into
question and individual states
have taken some "unusual" steps,

Continued on page 4

 California statute may forceuse of fronting arrangements
Page 3
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Update

Antitrust rehearing sought Maine budget a hostage
Continued from previous page
1989) The defendants also suggest that an 11-member panel of the 9th
Clrcult should review the case for work comp reforms

The decision "presents issues of exceptional national importance to
the functioning of the markets for general hability msurance and to the
viability of well-established state regulatory schemes," say the defen- By MEG FLETCHER However, Gov McKernan vetoed is "totally inappropriate," said
dants m their July 2 petition budget bills passed by the Legisla- Senate President Charles P Pray,

"This court should grant rehearmg because the panel's decision (a) is AUGUSTA, Maine -An impasse ture m order to force legislators to D-Millinocket
contrary to the antitrust teachmgs of the U S Supreme Court, decisions over workers compensation reform approve more maJor changes in the While Democrats hold a majority
of this court and of other circuits, (b) wlll impair the debate and mter- in Maine stalled adoption of the states workers comp system, aides in both houses of the Legislature,
change among pnmary msurers, remsurers, agents, brokers and con- state's budget last week, resulting to the governor conceded they do not have the two-thirds
sumers that is fundamental to state pollcy favonng collective develop- in a virtual shutdown of most state The reforms would cushion cor- majority needed to override the
ment of Insurance forms, and (c) will undermine state regulatory government functions and a politi- porate tax hikes contained in the governor's veto
power," the defendants say cal showdown between the Repub- budget, said Joseph Di Giovanni, The political maneuvering un-

If the petition for rehearing is demed, the defendants may seek U S lican governor and the leaders of Northeast regional vp for the derscores the fact that problems
Suprelne Court review, attorneys say the Democratic-controlled Legis- American Insurance Assn with the Maine workers compen-

In their lawsuit, 19 state attorneys general allege the defendants- lature At the same time, the governor sation system have again become a
which include major U S and London msurers, reinsurers, the Insur- Gov John R McKernan Jr cited vetoed a Democrat-supported top priority for state legislators to
ance Services Office Inc and the Reinsurance Assn of America--en- the lack of a budget resolution workers compensation bill, Legis- consider, despite reforms passed in
gaged in a boycott to force ISO to rewrite the commercial general when he declared a "civil emer- lative Document 1957, saying that both 1984 and 1987, employers and
hability policy form to el=nate cover for pollution and to include a gency" early last Monday and or- the bill would not result in suffi- insurers say
retroactive date m the claims-made version of the form (BI, March 28, dered only 2,000 essential state cient cost savings Those earlier reforms cut bene-
1988) The limited antitrust immunity granted to insurers under the employees, like police and key leg- Negotiations were continuing as fits and made many systemwide
McCarran-Ferguson Act does not extend to boycotts or coercion islative staff, to report for work of the middle of last week changes intended to convince

About 10,000 non-essential em- "Maine is 171 years old as a state insurers to continue writing work-
Few California quake claims ployees were ordered to stay home and this is the first time a governor ers comp coverage in the state

without pay has shut down government," which Continued on page 32
LOS ANGELES-Insurers are reporting a "mmuscule" number of

claims as a result of the June 28 Sierra Madre earthquake cen- Insurer not liable for agent fraud under ERISA: Court
tered m a sparsely populated area 15 miles north of Los Angeles

The quake caused an estimated $34 1 million in total damages
confined to Pasadena and three other Cities m Los Angeles County
and surrounding unmcorporated areas, said Bill Masten, captam at the
Los Angeles County Office of Emergency Management Executive Life wins ruling

The Rahway, N J -based Property Claim Services division of Amen-
can Insurance Services Group Inc designated the quake Catastrophe By STACY ADLER other insurers that have been sued plan does not turn an insurance
No 83, cover·ng Cahfornia "and possibly other areas" melucling West- by policyholders trying to hold company into a fiduciary to the
ern Nevada, where shalang was reported, an AISG spokesman said LOS ANGELES-Collapsed Ex- them liable under the Employee plan, even if the insurance com-
Estimates of msured damage were not available last week ecutive Life Insurance Co iS not Retirement Income Security Act of pany's agent facilitated the sale,"

Based on a preliminary count, most of the 1,210 buildings da- responsible for allegedly fraudu- 1974 and state law for losses re- she said "Nothing in ERISA sug-
maged m the four cities were small busmesses, Mr Masten said lent acts committed by one of its lated to fraud by agents gests that Congress intended the

Damage to public buildings in Pasadena-mcluding an estimated agents who helped form employee In a series of rulings last month, wholesale importation of common
$1 milhon to its City Hall and $500,000 each to two fire stations-is benefit plans for two California Judge Fern Smith of the U S Dis- law of agency and vicarious liabil-
covered by msurance, said Diane Johnson, disaster services cool'di- companies, a federal ]udge ruled trict Court in San Francisco dis- ity into the fiduciary provisions"
nator for the city She could provide no coverage details This 15 good news for other poli- missed Los Angeles-based Execu- of the law

Originally measured at 60 on the Richter scale, the quake was cyholders of Executive Life, which tive Life from two sep ara te After finding that ERISA pre-
later downgraded to a58 temblor by seismologists at the Cahfor- is now under the conservatorship lawsuits empted the state law claims
ma Institute of Technology m Pasadena of the California Insurance De- Judge Smith in a June 13 ruling against Executive Life, Judge

Two deaths were attributed to the quake, according to Los An- partment A ruling against the held that ERISA pre-empts all Smith went on to find that the
geles County officials company could have further de- claims filed under state law that plaintiffs did not allege an ERISA

pleted its remaining assets (BI, seek to hold the insurer vicariously violation against Executive Life,
Work comp rate hike in N.Y. May 13, April 22) liable for the acts of its agents leaving the plaintiffs without a

The ruling also could benefit "Selling policies to an ERISA Continued on page 17
NEW YORK-The New York Insurance Department has approved a

15 3% workers compensation insurance rate mcrease, effective July 1
The hike-far lower than the 25 1% hike proposed by the New Analysts reveal favorites

York Compensation Insurance Ratmg Board, an advisory ratmg group
-results from state-mandated workers comp beneht mcreases, higher
hospital and physician costs, increased assessments on comp insurers among insurance stocksand unfavorable loss experience, the msurance department said

The New York Legislature last year increased maximum weekly
payments for partially disabled workers to $350 from $280 and for By JUDY GREENWALD that can best endure the continu- turn on equity has exceeded 16%,
totally disabled workers to $350 from $340 as pf July 1, 1991 (BI, ing soft market and where rates Ms Vogel noted "That certainly is
July 16, 1990) NEW YORK-Several property/ could zoom when the market does a record that's very hard to beat,"

Separately, the New York department has approved medical mal- casualty insurance stocks stand harden she said, adding that "I see nothing
practice msurance rate reductions averagmg 5% for about 25,000 indi- out above the pack, insurance Though willing to reveal their out there that suggests AIG cer-
vidually msured physicians in the state The new rates are m effect for stock analysts say stock picks, most of the analysts tainly can't outperform the indus-
the July 1, 1991, to June 30, 1992, pollcy year Among the top selections of ana- say they cannot predict when the try as a group "

lysts attending the 16th annual market will turn Some, though, AIG 15 unique in terms of global

Surplus drop spurs suspension Assn of Insurance & Financial An- said they did not expect a change perspective, she said, pointing out
alysts' insurance symposium are until next year that 50% of ltS profits are gen-

INDIANAPOLIS--The Indiana Insurance Department has suspended American International Group Gloria Vogel, associate director erated overseas
American Commercial Liabihty Insurance Co from writmg new or re- Inc, Chubb Corp, Kemper Corp, at Bear, Stearns & Co Inc in New And when commercial rates fi-
newal business m the state The St Paul Cos Inc ,WR Berke- York, selected New York-based nally begin to increase, the hikes

Indiana regulators suspended Michigan-domiciled Amencan Com- ley Corp and Harleysville Group AIG as her favorite insurer stock, should be readily apparent in the
mercial last month after reviewing the msurer's first-:quarter statutory Inc noting that lt lS a company that specialty lines that AIG writes, Ms
statement, which showed a sharp decline m surplus, said Mel Anderson, Most of these companies, the an- consistently performs well despite Vogel said She noted that rates
assistant chief examiner alysts noted at last month's sym- the market cycle have already risen for some spe-

American Commercial reported surplus of $25 milhon as of March posium, operate in specialty niches Over the last 10 years, AIG s re- Continued on page 27
31, down from $4 5 milhon at year-end 1990

The Mlchigan Insurance Bureau, meanwhile, expects to finish its ex- inside-----.-----
amination of Grand Rapids-based American Commercial within four to
six weeks, accordmg to Leon Hank, the bureau's director of financial A•' Companies that are suffenng because of the recession Classifieds 28
analysis and examinations should think twice before taking their budget-cutting knrves Datebook 30

Mr Hank declined to comment on whether state regulators have to employee benefit programs, caut,ons this week's ed,to- Insider trading 7
taken any action-like a supervision order-against American Com- nal PAGE 8 International 05
mercial Under Michigan law, supervision orders are confidential International issues 99

Contmued on page 32 90 Lloyds of London is setting Its sights on increasing Eu- Legal briels .........23
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estimates that appeared in the July 1 issue Based on the revised ney John H. Eggertsen and consultant Richard H Mo- Portions of the ed,tonal content of this issue are available for repnnt or
retail brokerage estimates, BI estimates that J&H's 1990 gross reve- sack, In Perspectives PAGE 23 reproduction in other meda For Information and rates to reproduce in gen
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6% reinsurance brokerage, 2% wholesale brokerage, 25% services Departments mon contact Repnnt Department, Business Insurance, 220 E 42nd St, New
and 6% investment income york, NY 100-7-5806,212-210-0229, Fax212/210-0704

Advertiser index ..................... 24 Vol 25, No 27-Bumless /nsumnce (ISSN 00074864) is published weekly
• Several Marsh & McLennan Cos Inc international office loca- Ask a casualty actuary ............................................. 21 by Cran Communicamns Inc, 740 N Rush St, Chicago, 111 60611-2590

tions were inadvertently omitted from the geographical directory of At issue ........................................................................7 Second-dass postage Is pad at Chicago. Ill, and at addrtional mmling of-
fices Postrnaster Send address changes to Bustness /nsumnce, Circulationagents and brokers published in the July 1 issue A list of the offices Benefit beat ............................................................6
Deparbnent, 965 E Jefferson Ave , Detroit, Mich 48207-3185.800-678-9595 orappears on page 28 Bermuda 09 313446-1611 Copynght 1991 by Gram Communications Inc



Part.timers' benefits increase
But fewer firms pay full cost, study finds Medical benefits for part.time

By CARY ROBERTS which employ part-time workers over 73% in 1985 employees
Twenty-one percent of the com- Only 20% of the companies of- The percentage of employers offering health care

More employers are offering panies employ 10,000 or more fered health care benefits to part- benefits to part-time workers-especially those who workhealth care and other benefits to workers, 16% employ 5,000 to timers working fewer than 20 20 to 29 hours per week-is growingtheir part-time employees, but 9,999 workers, 56% employ 1,000 hours in 1990, still an increase
fewer companies are paying the to 4,999 workers and 7% employ from 13% in 1985
full cost of these benefits, a new fewer than 1,000 workers While employers are providing  Fully paid P-4 Employer andby employer L_.1 employee share cost 0 Fully paid
survey shows by employeeEmployers, the survey found, are health care benefits to more part-

Generally, the more hours a increasingly offering health care time employees, they are paying
week a part-time employee works, benefits to part-time employees less of the cost
the more likely he or she will re- who work from 20 to 29 hours per For example, only 18% of em-

di:*U

ceive benefits and the more likely week 61% 1n 1990, up from 49% in ployers paid the full cost of health
the company will pay at least a 1985 insurance for employees working
portion of the cost, according to Mr Beauregard attributed this more than 30 hours a week in 1990, .

1, T-*the study by benefit consultant increase to the growing availabil- down from 34% five years earlier
Hewitt Associates of Lincolnshire, ity of Job sharing, a work arrange- Likewise, only 10% of the sur- r
Ill ment where two people jointly hold veyed companies paid the full cost r

Tom Beauregard, a Hewitt con- one full-time position, with each of health care coverage for part-
sultant, says the findings are not generally working 20 to 29 hours timers working 20 to 29 hours per .-Ssurprising per week Twenty-eight percent of week, down from 18% in 1985 And r ,

59>. 1%"They are very consistent with the survey respondents offer job a mere 1% paid the full cost for
z*Z_what we see on a daily basis," he sharing, especially to working those working fewer than 20 hours

said, explaining that not only are mothers, to increase productivity, per week, compared with 3% in - _3».

employers increasingly hiring he said 1985 1,262-- 4 k '11 .part-time workers to control costs, A larger percentage of employ- By comparison, 33% of employ- -L

more employees are seeking to ers, 76%, offered health care bene- ers reported they paid the full cost 1985 1990 1985 1990 1985 1990
work only part time fits to part-timers working more of health care benefits for full-time 30 or more 20-29 hours/Week Less than

The study iS based on the re- than 30 hours per week in 1990, workers last year, compared with hours/week 20 hours/week
sponses of 435 companies, 412 of but that was only a slight increase Continued on page 24 Source Hewitt Associates

GRAPHIC BY JOHN HALL

Law may curb California rule includes
D&0 coverage restrictions on captives
for bank, S&L By LOUISE KERTESZ self-regulatory organization com- tion last February, surplus lines

posed of surplus lines brokers, brokers and admitted insurers
SACRAMENTO, Calif -A new concerning the insurer's operations called for the adoption of Section

management state regulation governing place- and allow the insurance depart- 2174 to curb abuses by offshore in-
ment of coverage with offshore in- ment full access to the documents surers (BI, Feb 11)
surers may force some California The regulation, Section 2174, Brokers at that hearing sug-
companies participating in group will not affect most companies gested the department adopt See-

By COLLEEN JOHNSON captives to use fronting arrange- with single-parent captives since tion 2174-then called Emergency
ments, brokers and consultants these companies usually do not use Regulation 15-in place of Section

Financial institutions are awaiting federal regulations imple- say a broker to place coverage with the 2173, which would effectively bar
menting a law that restricts directors and officers liability insur- The regulation, which took effect captive In addition, coverage surplus lines brokers from placing
ance for directors who are penalized following an administrative July 1 on a temporary basis, bars written by a captive that is fronted auto coverage with U S and off-
hearing offshore group captives that are through an admitted insurer will shore non-admitted insurers Bro-

The Crime Control Act of 1990, signed into law last fall, prohibits newly formed or that have modest not be affected by the regulation kers and commercial auto policy-
financial institutions and their holding companies from paying capital and surplus from directly Originally proposed by Roxani holders said at the time that
legal expenses or liabilities incurred by directors or officers who, insuring California policyholders Gillespie, the former state commis- prohibiting brokers from placing
as a result of an administrative proceeding or Civil action by a fed- The insurance department now sioner, the rule lS part of what the auto coverage with non-admitted
eral banking agency, face a fine or are ordered to resign requires surplus lines brokers department calls Commissioner U S insurers would leave them

Another section of the law is being interpreted by many to say placing business with a non-ad- John Garamendi's "crackdown on without markets for specialized
that directors who face sanctions following an administrative hear- mitted offshore insurer-including insurers that operate on the fringes types of auto risks
ing cannot receive defense or indemnification from the financial captives-to demonstrate that the of the law " However, the department iS im-
institution's D&0 insurer insurer has a minimum capital and "Too many California consumers plementing both Section 2173 and

However, some observers say that such a director could receive surplus of $5 4 million deposited in have bought insurance from unli- Section 2174, said Carol Fistler,
proceeds from the portion of the D&0 coverage that indemnifies a U S trust account censed insurers and have been left senior staff counsel for the Insur-
directors, as opposed to the financial institution, while others say Brokers must also show that the holding the bag when they try to ance Department
the directors could receive coverage if they pay at least a portion of offshore insurer has been in busi- make a claim These regulations Section 2174 "is pretty much the
the policy's premium themselves ness for at least three years will ensure there's actually money same as what is required for (U S )

Attorneys and lobbyists for months have been expecting the In addition, brokers must file ex- in the bank when the policyholders non-admitted insurers, with added
Federal Deposit Insurance Corp to issue regulations implementing tensive documentation with the need it," Mr Garamendi said overlays that were warranted by
the law, which applies to all financial institutions insured by the Surplus Line Assn of California, a At a hearing on another regula- Continued on page 33
FDIC But so far, the FDIC has not acted

Even though the regulations have not been published, brokers,
insurers and others are trying to determine how the law will affect
D&0 coverage Treating troubled teens

The Crime Control Act doesn't prohibit D&0 coverage for bank
directors or officers who successfully defend themselves, noted
James B Wallace, senior vp of broker Johnson & Higgins in New Programs focusing on adolescent mental health careYork

In addition, "it does not appear to prohibit the advancement of By SANDRA PESMEN This example, which represents out traditional inpatient mental
funds to a director facing a proceeding, pending a final order, real-life situations that occur all health and substance abuse treat-
said Brad G Welling, associate federal administrative counsel The suburban couple was tem- too frequently, shows how societal ment programs for their troubled
with the American Bankers Assn in Washington D C However, lt'S fied as they went to the pohce sta- problems are combining with ms- teen-agers because health care
unclear whether an executive who is later found at fault would have tion at midnight to clazm their 16- ing mental health care costs to plans often provide more generous
to return to the institution or D&0 insurer any money that was ad- year-old daughter who was drunk, spell double trouble for employers coverage for inpatient that outpa-
vanced, observers say on drugs and had just smashed up More teens today seem out of tient mental health treatment, Mr

Mr Wallace said he doesn't believe the act was Intended to pro- the fam:ly car control to their parents, who in Hill noted
hibit financial institutions from buying D&0 coverage for regula- They premoudy had taken the turn look for a "quick fix" to cure Half of all the money spent ontory actions "I think that it Will ultimately be clarified that insur- girt to thezr clergyman, their fam- their children's problems mental health and substance abuse
ance can be purchased " dy doctor and a psychzatnst, and "And they have no shame about treatment goes to treat adolescents

However, a "regulatory exclusion" in many D&0 policies for fi- they didn't know where else to trying to get that done, as they did between age 13 and 19, said Joan
nancial institutions excludes payments of penalties or defense costs turn 10 years ago," said Eugene Hill, Pearson, a consultant with New
stemming from a federal administrative proceeding Then they recalled seezng dra- president and CEO of Emeryville, York-based TPF&C, the benefit

Mr Welling noted that the 1ndemnification provision of the matze ads m the newspapers and Calif -based U S Behavioral consulting unit of Towers, Perrin,
Crime Control Act is similar to policies followed by the Office of the on TV, touting a psychzatric hosm- Health, a Travelers Corp subsidi- Forster & Crosby Inc
Comptroller of the Currency in the Treasury Department, which tat, and they hurned her there ary that provides managed mental Indeed, some employers report
regulates about 4,000 federally chartered banks That policy main- Both parents figured-correctly health care services that almost two-thirds of mental
tains that banks should not indemnify or defend a director who lS -that their employer-provided "Many parents are just grateful health costs are attributable to ad-
penalized after an an administrative action health insurance would cover the to have those lengthy inpatient olescent dependents (see story,

An OCC publication says directors "are not permitted to be in- 28-day mpattent stay that the hos- stays for finally giving them a page 19)
demnified against expenses, legal fees, penalties or other payments pital routinely recommended-at a chance to get some peace and quiet And caring for teen-agers "is

Continued on page 29 cost Of about $18,000 at home," he said more costly than adult care be-
*** In addition, many parents seek Continued on page 18
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Coleridge
Continued from page 1
like Proposition 103 in California,
in which voters approved prop-
erty/casualty insurance rate roll-
backs, he said, adding "I would
compare such exercises to asking
turkeys their opinion of Christ-
mas."

However, insurers have to take
such decisions as they stand and
adapt to the changes, Mr. Co-
leridge said.

One area of uncertainty for in-
surers is the U.S. savings and loan
debacle. Claims stemming from
S&L failures are sure to hit insur-

ers hard, he said, but the extent of
the oncoming financial battering is
still unknown.

"This has not, however, pre-
vented many commentators from
making doom-laden pronounce-
ments that the eventual bill will

run into billions of dollars and will

all come home to roost at Lloyd's.
Neither confidently stated asser-

tion is true," Mr. Coleridge said.
Pollution cleanup and asbestos

claims from,the United States,
though, already have cost insurers
dearly, he added.

As an answer to these problems,
Mr. Coleridge praised a proposal

V C
Vorld Insurdnce Congress

by Maurice R. Greenberg, chair-
man and chief executive officer of

American International Group
Inc., to create an "environmental
trust fund" to finance cleanups
(see story, page 10).

"What I feel this illustrates is a

clear move toward imaginative so-
lutions for dealing with problems

from the past, which affect proba-
bly every insurance company in the
world, and distinguishing them
from the problems of the present,
which need to be handled by dif-
ferent mechanisms," according to
Mr. Coleridge.

By their "remarkable adaptabil-
ity," major U.S. brokers are al-
ready changing the way all types of
risks are handled, said Mr. Co-
leridge. Rather than just selling in-
surance as in the past, the brokers
now frequently work on a fee basis,
organizing self-insurance pro-
grams and doing consulting jobs.

In Europe, the insurance indus-
try is pre-empting government ac-
tion, Mr. Coleridge asserted.

"While politicians of every hue
are arguing their way toward some
compromise in the creation of a
single market, the insurance indus-
try is getting on with doing just
that. The large insurers in Britain,
Germany, France and Italy are now
flexing their muscles and looking
beyond their borders for future op-

portunity and growth," he said.
One area for growth is in alli-

ances between banks and insurers

that are linking up to control dis-
tribution channels, Mr. Coleridge
said.

British and U.S. brokers are also

eagerly establishing themselves in

counterparts, Mr. Coleridge as-
serted.

"Both Lloyd's and the Assn. of
British Insurers are anxious that

we have the same opportunities as
some of our continental counterp-
arts to accumulate reserves for the

future, without attracting ex-

Lloyd's Chairman David Coleridge says of the
voter-approved property/casualty rate

rollback contained in California's Proposition 103,
'1 would compare such exercises to asking turkeys

their opinion of Christmas.'

continental Europe where many of
the markets are currently domin-
ated by tied-r exclusive-agents,
he added.

But if British insurers are to

compete, the government must
allow them to build up catastrophe
reserves as do their European

This announcement is neither an offer to sell nor a solicitation of an offer to buy any of these Securities.
The offer is made only by the Prospectus.

2,500,000 Shares

MRM MUTUAL RISK
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Common Stock

Price $161/2 a Share

Copies of the Prospectus may be obtained in any State from only such of the
unde,·signed as may legally offer these Securities in compliance

with the securities laws of such State.

MORGAN STANLEY & CO. DEAN WITTER REYNOLDS INC.
Incorporated

ALEX. BROWN & SONS DONALDSON, LUFKIN & JENRETTE SALOMON BROTHERS INC
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SMITH BARNEY, HARRIS UPHAM & CO. CONNING & COMPANY
Incorporated

June 26, 1991

cessive taxation now. Not only is
this good insurance practice, it
makes sense if we all operate under
the same game rules in what we
are told is a single market," he
said.

Eastern Europe will also offer
huge opportunities as the new free
markets stimulate the demand for

insurance, Mr. Coleridge said.
The demand for insurance in

Eastern Europe "won't arrive to-
morrow and, initially, it won't be
very great," he conceded. "But its
potential is heartening for the fu-
ture when it will offer an entirely
new and growing market. I would
suggest that there aren't too many
of those in prospect 'round the
world."

Insurance markets in the Far

East are well protected and West-
ern insurers have to access them

through reinsurance but, in the fu-
ture, the markets may become
more open, according to Mr. Co-
leridge.

Great changes are afoot at
Lloyd's, he said, noting that a task
force now is reviewing Lloyd's
practices and capital base.

However, any changes that task
force recommends would have to

allow Lloyd's to turn a profit, Mr.
Coleridge said.

Only a week before Mr. Co-
leridge's address, Lloyd's an-
nounced its 1988 results-by far
the worst in its 300-year history
(BI, July 1). Huge losses are also
projected for the 1989 and 1990
underwriting years.

The number of syndicates is fall-
ing, but this has not reduced mar-
ket capacity, said Mr. Coleridge.

Syndicates have also started
what is known as consortium un-

derwriting, said Mr. Coleridge.
Consortium underwriting resem-
bles a line slip except that each
underwriter agrees that he will
write a certain percentage of each
risk accepted by the consortium's
lead underwriter.

The consortia can also include

London insurance companies, he
added.

Claims paying, too, is becoming
more efficient as insurers and bro-

kers employ electronic information'
systems, he said.

The new London Underwriting
Centre, which opens next year to
house members of the non-marine
underwriters association-the
London Insurance & Reinsurance

Market Assn.-will not pose a
threat to Lloyd's, he said.

"All the members of LIRMA al-

ready exist in the London market
and grouping them under one roof
-as are Lloyd's underwriters and
the members of the Institute of
London Underwriters-makes

them more accessible, easier for
brokers to reach and thus

strengthens the London market.
Anything which strengthens the
London market is good for every-
one here, including Lloyd's, so we
applaud the move," he said.

All of the changes and opportun-
ities should lead to a more profit-
able insurance industry, Mr. Co-
leridge said.

"I am certain that the coming
years will see further growth in the
economies of the world and a re-

turn to healthy profitability for the
insurance industry," he said. I
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Motorola's prenatal care delivers savings
By MICHAEL SCHACHNER A voluntary prenatal care pro-

gram introduced earlier this year
by Motorola Inc. is already spot-
ting potential high-risk pregnan-
cies.

Of the 213 employees and depen-
dents who participated in the pro-
gram in the first quarter, 15 poten-
tial high-risk pregnancies were
discovered, according to a spokes-
woman for the Schaumburg, Ill.-
based electronics company.

In addition, employees and
spouses covered under Motorola's
self-insured health care plan gave
birth to no preterm babies during
the first quarter of this year. Since
1987, the average has been 45 to
50 preterm births per year.

That difference, though, cannot
necessarily be attributed to a pre-
natal educational and monitoring
program provided by Irvine,
Calif.-based Tokos Medical Corp.
That program, "Special Delivery,"
was only introduced Jan. 1.

"We spent $5 million on 48 pre-
term births in 1989. Obviously,
that's a very high cost," said Ri-
chard J. Dorazil, Motorola's direc-
tor of corporate benefits. "We were
told by medical experts that 80% of
preterm births can be prevented
through proper education and
pregnancy monitoring. That's why
we investigated a prenatal pro-
gram."

Special Delivery is a comprehen-
sive program designed to safeguard
pregnancy through health educa-
tion, risk identification and early
detection of pregnancy complica-
tions.

Employees and their spouses are
encouraged to enroll in the pro-
gram during the first three months
of pregnancy. At a pre-screening
session, participants discuss with
a nurse various elements of prena-
tal care including lifestyle issues,
risks and factors leading to prob-
lems and how to proactively avoid
complications.

About four months later, prena-
tal nurses conduct follow-up as-
sessments.

"This program is definitely
working. It's the truest win-win
situation I have seen. Everybody
likes it and the only complaint we
have heard is why didn't we have it
before," Mr. Dorazil said.

Employees do not contribute to
the cost of the Special Delivery
program. Although Mr. Dorazil did
not disclose Motorola's costs for

the program, he said it is clearly
"cost-effective" when compared to
the overall expense of delivering
and caring for a preterm baby.

In addition to the educational

sessions, Special Delivery provides
employees and spouses with three
books that deal with various stages
of pregnancy as well as a 24-hour
hot line.

To encourage enrollment, em-
ployees or their spouses who par-
ticipate in the program receive a
$100 U.S. Savings bond in their
child's name and a Motorola baby
blanket after delivery.

Communications

Employees at Levi Strauss &
Co.'s San Francisco headquarters
are obtaining information on all
aspects of their benefit, compensa-
tion and training programs
through a customized on-line soft-
ware system accessible through
personal computers.

Since April, 1,700 employees in
the apparel manufacturer's home
office have been gaining direct ac-
cess to a wide range of personal
benefits information through the
On-Line Interactive Visual Em-

ployee Resource system, known as
"OLIVER."

The system combines modern
graphics with more than 500

Benefit beat

screens of personalized benefit in-
formaticn. It is one of the most ex-

tensive workplace interactive corn-
puter systems providing human re-
source material to emfloyees,
according to Hewitt Associates, the
Lincokshire, Ill.-based benefit
consultant that helped design the
systenn.

Through OLIVER, which took
more than a year to develop, Levi
Strauss employees directly gather
personal information ranging from
savings account balances to models
that forecast retirement income.

The program is currently being
rolled out to the company's re-
maining 1,300 field employees and
salespeople thrcughout the coun-

try, sa: d Marti Beshore, a systems
analyst with Levi Strauss in San
Francisco.

The program also provides facts
on training and development
courses, investment options and
bonuses, among other things. It is
linked to users' personal com-
puters through the company's
mainframe systern.

OLIVER allows employees to
jump from information screens by
directing a standard keyboard cir-
sor.

"Employees are very enthusias-
tic about OLIVER. Before, they
only received information twice
per year and now they can chik
up on the progress of investments,

WE BUILD SPECIALTY

PROGRAMS FROM THE

GROUND UR

new benefits and plan balances al-
most whenever they want," said
Ms. Beshore.

Employees access their personal
menu of information by entering
their Social Security number and a
special personal identification
number into a PC that is connected

with the mainframe. Aided by a
map of OLIVER's contents, em-
ployees are guided to their desired
destination by a series of topical
menus.

Throughout each area, OLIVER
is individually tailored so that only
those benefit and compensation
programs for which the user is eli-
gible appear on screen.

"OLIVER is so easy that even
those not accustomed to using
computers find it appealing," said
Reese Smith, director of employee
benefits. 'Employees are simply

In fact, we're one of the leaders in specialty
business insurance. We work with producers
to develop and grow specialty programs
for the movie business, nursing associations
and sporting events, to name but a few-that
require an expertise other insurers don't have.
So if you're looking for a company that will
work with you to develop specialty coverages,
try Transamerica Insurance. And see why
our programs are worth watching.

TRANS-AMERICA
SPECIAIIY INSURANCE

THE POWER OF THE PYRAMID [S WORKING FOR YOUP

0 1991 Transamerica Corporation

amazed at what OLIVER can do

and how much fun it is to use."

To date Levi Strauss has not

calculated how many employees
access the system„ said Ms. Be-
shore. 'But it has been a time-

saver for the benefits staff," she
said.

"We cbse to imp:ement the pro-
gram not for a cost benefit, but
to address the accessibility ques-
tion. It just answers so many ques-
tions tha: employees have and it's
easy to follow," saic Ms. Beshore.

"This is the wave of the future in

terms of employee benefit commu-
nications,-' said Marguerite Oines,
a consultant with Hewitt in Lin-

colnshire. "It's paperless and the
programs can be customized for
the employer. It's an extensive sys-
tem that can be implemented in
stages oE- all at once.' I



At issue
Does your company have an EAP or are you considering contracting with one?

i

Marie

Sheehy
Human Re-

sources Man-

ager

Reliable Corp.,

Chicago

We have had an EAP since 1984, co-

vering employees and their families at
four separate U.S. locations. We con-
sider it to be an integral part of our
managed care program although we
do annually review utilization and ven-
dor performance. Our employees tell
us they find the counseling and referral
services extremely valuable and much
of our utilization is self-referral.

1 4- Gary
Skarr

1 6' -,4 '42 3 s Human Re-: -1  ] sources Con-
1 : & - 4» L sulting Man-

1"Ii' ager

S  Pullen,

VIcGIadrey & Pullen is considering
adopting an employee assistance pro-
gram. An EAP would benefit both the
employees and management by pro-
viding a confidential and professional
approach to dealing with sensitive per-
sonal or family issues. We fee an EAP
is a very pro-active apprcach to posi-
tive employee relations.

Wanda A.

Lee

Vp-Human Re-
sources

FHP Inc.,

Fountain Valley,

Calif.k 1 6 ti 1

Yes, all of our offices have or will have

an EAP by next July. From past experi-
ence I know EAPs are a triple win. Em-
ployees feel we are recognizing the
personal side of their lives, supervisors
feel like good people and good manag-
ers when they can refer an employee
for help instead of just coming down on
performance, and management likes it
because it makes bottom-line sense.

Richard W.

i f ·: 3 -f Browne
1 . / 35- L 7 Assistant VE)/

- illlb Benefit Man-
ager

Signet Bank-
ing Corp.,

We've had an EAP since 1987. We're

planning to expand the EAP to a man-
aged psychiatric/substance abuse net-
work because we know that employ-
ees who go into psychiatric treatment
through the EAP have much lower in-
patient stays than employees who do
not use the EAP. Employees would be
required to access these benefits
through the EAP.

Compiled by Sara Harly
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 Insider trading
Alexander & Alexander Ser-

vices Inc.: Trimark Investment Man-

agement Inc., beneficial owner, in-
directly sold 46,000 shares of Class A
common stock between $27 and
$30.38 per share from Jan. 31 to Feb.
15 and now indirectly holds 419,000
Class A common shares.

Benjamin P. Gill, vp, exercised an
option for 134 shares of common
stock at $17.75 per share on April 22
and now directly and indirectly holds
2,033 common shares.

Union Life Insurance Society Nor-
wich, beneficial owner, indirectly
purchased 600 shares of common
stock at $26.63 per share on Feb. 19
and now directly and/or indirectly
holds 600 common and 289,821 Class
C common shares.

A&A stock traded at $22.50 per
share on June 28.

Argonaut Group Inc.: Michael J.
Crall, vp, sold 4,000 shares of com-
mon stock at between $94 and $96
per share from April 16 to April 18
and now directly holds 4,000 com-
mon shares.

Argonaut stock traded at $26 per
share on June 28.

Hartford Steam Boiler Inspec-
tion & Insurance Co.: Donald M

Carlton, director, exercised an op-
tion for 22,100 shares of common
stock between $32.56 and $27.50 per
share on May 29, and now directly
holds 33,352 common shares.

Hartford Steam Boiler stock traded

at $56.75 per share on June 28.

Hilb, Rogal & Hamilton Co.:
Robert S. Ukorp, director, purchased
1,000 shares of common stock at $16
per share on April 29 and now
directly and indirectly holds 15,898
common shares.

Thomas B. Leitch, vp, sold 15,000
shares of common stock at $15 per
share on April 4 and now directly
holds 16,975 common shares.

Hilb, Rogal stock traded at $14.75
per share on June 28.

Ohio Casualty Corp.: Stephen S.
Marcum, director, purchased 100
shares of common stock at $30.50 per
share on Sept. 28 and now directly
and indirectly holds 79,252 common
shares.

Jeffrey D. Lowe, director, sold 440
shares of common stock at $45.25 per
share on Feb. 14 and now directly
and indirectly holds 77,303 common
shares.

Ohio Casualty stock traded at
$47.50 per share on June 28.

RLI Corp.: John S. McGuiness,
director, sold 2,000 shares of com-
nnon stock at $16.13 per share frorn
April 18 to April 19 and now directly
holds 750 common shares.

RLI stock traded at $13.50 on June
28.

U.S. Healthcare Inc.: Jacob Get-

son, shareholder, purchased 300
shares of common stock at $49.75 per
share on April 19. Mr. Getson in-
directly purchased 200 shares of
common stock at $49.75 the same day
and now directly and indirectly holds
21,040 conlmon shares.

Donald Wernsing, vp, sold 500
shares of common stock at $49.75

per share on March 25 and now
directly holds 500 common shares.

Jerome S. Goodman, director, dis-

posed of by gift 8,400 shares of com-
mon stock at an unreported price per
share from Dec. 24 to March 25 and

now directly holds 24,600 common
shares.

U.S. Healthcare stock traded at

$32.25 per share on June 28.
.

Insider Trading, compiled by Invest/
Net Trading Group Inc. Of Fort Lau-
derdale, Fla., from reports filed with
the Securities and Exchange Com-
mission, tracks stock transactions by
insurance industry directors and 05-
cers. The column is distributed by
Tribune Media Services Inc.
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Domino effect of benefit cuts

HILE MEDIA REPORTS TRUMPET the newsthat the recession is easing, try telling that to
the many companies that continue to watch their
sales slump and their profits dry up. Corporate
America remains committed to its cost-cutting
crusade, scrutinizing expenses like compensation,
travel and entertainment, research and develop-
ment-and, yes, employee benefits.

In fact, almost a quarter of the companies re-
sponding to a recent survey by the International
Foundation of Employee Benefit Plans say they
have changed their employee health care plans in
light of the recession. Far fewer-only 5%-have
changed their retirement programs in light of the
economic downturn (see story, page 1).

Some of these companies, especially some
smaller firms, probably had no choice. To survive,
they had to control the high cost of employee bene-
fits-especially group health insurance.

But executives at other companies that are suf-
fering because of the recession-but not in danger
of going under-should think twice before taking
their budget-cutting knives to the "fat" they be-
lieve they see in employee benefit programs.

Before redesigning health care and other benefit
programs to control corporate costs, management
must ask itself why it offers employee benefit pro-
grams. The reasons often include tax strategy and
the ability to keep up with competitors in attract-
ing qualified employees. While reducing the scope
of benefits offered will allow the company to real-
ize a "quick-fix" cash savings, will the company's
goals in these other areas be met with a scaled-
down benefit plan? What will the company do to
keep pace with competitors in the contest to attract
and retain talented workers once the recession

ends and the job market picks up?
Managers must also keep in mind what trimming

benefits will do to employee morale. Pay increases
are probably already being scaled down due to the
recession. Passing along higher health care costs-
simply because corporate performance is not what
is was-will result in a double whammy that could
trigger employee resentment, which in turn can
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slow productivity-something no company can af-
ford during hard times.

However, the recession may be a good time to
introduce managed care elements into a health care
plan if the plan has not already adopted these fea-
tures. By carefully explaining how managed care
can help the company contain costs in a recession-
ary period and still offer high-quality health care
services for employees and dependents at little or
no added out-of-pocket cost, employers can hold
the line on health care cost increases without stir-

ring employee resentment. But remember, properly
explaining these changes is a must; don't skimp on
the communication budget.

Employee benefit managers have an important
role to play during a recession. Like all other cor-
porate executives, benefit managers must identify
expenses that can be cut to further the good of the
corporation. However, benefit managers must also
counsel their superiors that hastily cutting back on
health care and other types of benefits could back-
fire in the long run.

Let individuals make own health care decisions
To the editor: I feel that your editorial

of June 24, "Managed Care at Risk," is
based upon a faulty philosophical con-
cept that is a major problem with our so-
ciety as well as with group health care.

We have been led to believe that

bureaucracies-whether government, in-
surance companies or employers-can
make better choices than individual citi-

zens. Your statement, "Employees who
don't seek precertification will lose the
opportunity to consider alternative
methods of treatment for their illnesses,"
implies that individuals are so incompe-
tent that they cannot make proper deci-
sions about their own health care.

If alternative treatment is not being
considered, then it implies to me that the
doctor is not functioning in a profes-
sional manner and that the patient has
less concern or interest in his personal
health care than I exercise in having my
automobile repaired.

Business Insurance welcomes let-

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

St..Chicago, Itt., 60611.

I must acknowledge that some people
do not exercise the proper level of con-
cern about their health care. Some do not

try to learn as much about their condition
and treatment as their doctors would be

willing to explain. I feel this is a direct
result of the patient not paying for the
service. When people make direct pay-
ment from their own funds, they do exer-
cise reasonable judgment.

Group health care became an employ-
ment benefit for basic economic reasons.

The value of the benefit as perceived by
the employee was greater than the value

of cash the employer paid for it. This is
no longer the situation.

If employees were given the option of
group health coverage or extra cash sal-
an, of equal value, they would select the
cash. The result would be that the insur-

ance industry would again offer viable
individual health coverage the same as it
offers individual homeowners coverage.
And the individual consumer would regu-
late the rising health care cost in an
open market.

T. Wesley Kersey
Atlanta

Texas comp reforms needed for 'survival'
To the editor: As an active proponent of

workers compensation reform in Texas,
chairman of the Risk & Insurance Man-

agement Society's Risk Management
Roundtable Workers Compensation Com-
mittee, and co-author of a text on work-

ers compensation, I wish to respond to
the AFL-CIO's James Ellenberger made
in a letter, "Self-interest Cuts Both Ways
in Texas 'Reforms' " (BI, June 3)

When the Texas Legislature's Joint Se-
lect Committee on Workers Compensa-
tion published its findings in 1988, the
business community sought to join forces
with organized labor, assuming that
comprehensive reform was impossible
without labor's support.

Unfortunately, the lines were drawn

early of labor continuing to let the plain-
tiffs' lawyers speak on their behalf, testi-
fying before legislative committees to the
effect that Texas does not have a workers

compensation problem, if inflation is
taken into account. They also said Texas
workers compensation costs are merely
cyclical, and Texas simply has an insur-
ance (premium) problem and a safety
problem.

The new Texas law increased maximum

compensation 75% and minimum com-
pensation 56%, with, for the first time, a
3% cost of living adjustment. The main
reason some workers will get less under
the new system is their inability to apply
the old "300-day" rule, which assumed

Continued on page 15

Business
Insurance.

Reporting weekly for corporate risk,
employee benefit and financial executives

Publisher: AHred Malecki (New York)

Associate Publisher/Editor: Kathryn J. Mcintyre,ARM.

(Chicago)

Managing Editor: James M. Burcke (Chicago)

Senior Editor: Jerry Geisel (Washington)

Assistant Managing Editor: Dave Lenckus (Chicago)

Assistant Managing Editor/Graphics: Jeanne M. Bartels

(Chicago)

CHICAGO: Karen Armaganian (Ed#oria/ Assistant)

Karen Brown (Assistant to the Editor)

Meg Fletcher, ARM. (Associate Editor)
Sara J. Harty (Staff Reporter)
Mark A. Hotmann (Associate Editor)

Colleen Johnson (Associate Ed#or)

Nancy Johnson (Copy Editor)

Kathryn M. Larrabee (Copy EditoO

Laura Mazzuca (Agent/Broker Topics Associate

Editor)

Sarah E. Polster (Directory Editor)
Roger Schillerstrom (Editorial Carloonist)

Deborah Shalowitz (Associate Editor)

Timothy Stanton (Copy Editor)

Paul Winston (Copy Desk Chief)

Christine Woolsey (Associate Editor)

DALLAS: Michael Bradford (Associate Editor)

LONDON: Stacy Shapiro (/ntema#ona/ Editor)

Gavin Souter (Associate Editor)

LOS ANGELES: Joanne Wojcik (Bureau ChieO

Louise Kertesz (Associate Ed#or)

NEW YORK: Douglas McLeod (Bureau ChieO
Stacy Adler (Associate Editor)
Judy Greenwald (Associate Editor)

Michael Schachner (Associate Editor)
WASHINGTON: Adrienne C. Locke (Associate Editor)

Advertising Director: Martin J. Ross (New York)

Midwest Sales Manager: Robert L. Niesse (Chicago)
CHICAGO: Deborah D. Neale (District Manager)

Margaret Hikido (District Manager/

Classified Sales)

Elmer Kerstowske (Production Manager)
NEW YORK: Charles A. Horvath (District Manager)

Jack Forrest (District Manager)

Kathryn Premetz (District Manager)

Cynthia Bykowski (District Manager)
LOS ANGELES: Michael J. Sharpe (Western Advertising

Manager)

Director of Communications: Ronnie I. Drachman

(New York)

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

London: 71 -404-4228

Los Angeles: 213-651-3710
New York: 212-210-0140

Washington: 202-662-7200
ADVERTISING: New York: 212-210-0228

Chicago: 312-649-5276
Los Angeles: 213-651-3710

COMMUNICATIONS: New York: 212-210-0132

CIRCULATION: Detroit: 313-446-1611

Published by Crain Com

G.D. CRAIN JR.

Founder (1885-1973)

MRS. G.D. CRAIN

Chairman

S.R. BERNSTEIN

Chairmanexecutive committee

RANCE CRAIN

President

KEITH E. CRAIN
Vice chairman

MARY KAY CRAIN

Treasurer

munications Inc., Chicago
MERRILEE P. CRAIN

Secretary

WILLIAM A MORROW

Executive Vp-operations
WIUIAM STRONG

Vice president-circulation

ROBERT C. ADAMS

Vice president-production

H.L STEVENSON

Corporate editor

PENELOPE A. GEISMAR

Corporate communicadons mgr.

Published weekly at 740 Rush St., Chicago, 111. 60611-2590, Telex
6871241, Fax 312/280-3174, Cable CRAINCOM. Offices: 220 E. 42nd St.,
New York, N.Y. 10017-5806, Telex 640207, Fax 212/210-0704, CRAIN
COM NYK, 1 Northpark, East Suite 114.8950 N. Central Expressway,
Dallas, Texas, 75231-6415, Fax 214/69&1936; Suite 814, National Press

Building, Washington, D.C. 20045-1801, Fax 202/638-3155, 6500 Wilshire
Blvd., Suite 2300 Los Angeles, Calif. 90048-4947, Fax 213/655-8157;
20-22 Bedford Row, London WC1R 4EB, England, Fax 71/430-2176.
$2.00 a copy. $80 a year in U.S. Canada and all other foreign add $38 for
surface mail. Europe and Middle East only add $105 for air delivery.
First-dass mail to U. S., add $95; to Canada add $105. Bermuda only,
$180 per year expedited delivery. SHEILA GORMLEY, circulation
manager. Four weeks' notice required for change of address. Send
subscnption correspondence to Circulation Department, Business
Insurance, 965 E. Jefferson Ave., Detroit, Mich., 48207-3185, or phone
800-678-9595 or 313-446-1611, Fax 313/446-1650. Microfilm copies are
available from University Microfilms, 300 Zeeb Road, Ann Arbor, Mich.
48013. Microfiche copies available: Bell & Howell, Micro Photo Division,
Old Mansfield Road, Wooster, Ohio 44691.

A APublication ot

Crain< fnft>Communications inc
1916 -1991 "14; 75 Years ot Publishing leadership

TBPA
Publications Audit of Circulation

Member of Business ABP



09

[IJ

L.Ll

C/)

0

Z

Z

A

D

CE

0
L.

D

Z

0

0

LIj

-

LL}

(/j

0

Z

D

0
LL

LU

I

1-

.

Z

1-

D

Z

0

0
od

W

I

Z
-

0

Z

D

0
C.

D

Z

0

0
CE

C,0

L0

-

CE

LO

C/J

LO

04

1-

.

.

.

• THE ARGONAUT FORUM I NO. 3 IN A SERIES I THE ARGONAUT FORUM I NO. 3 IN A SERIES I

Part of an ongoing series of conversations between
Argonaut Insurance Company, our clients and
their brokers, dealing with issues important to their
business. The intent is to keep the lines of commu-
nication open. We invite your participation.
THE PARTICIPANTS: MARK A.

MAR IANI, Owner and President of Mariani Packing

Company, a leading processor and distributor of dried fruib
BOB APPLEBY ,with Woodru# Sawyer & Co.,

Mariani'sbroker. STEVELASHIER,Senior VP

Safety Management, Argonaut insurance Company. JOE

S 1 LV A, Exeaitive Safety Managennevt (Ansultant, Argonaut
Insurance Company.

I We've been talking about
how a substance abuse program has benefitted
Mariani Packing Company in termsof dollars saved
and increased productivity On the flip side, is
therea dollar figure you can put on what it costs to·
run yoursubstance abuse program?

Im: rd my our safety program, as a whole, easily
costs us over $100,000.

ls:$100,000 seems high.

Mal: It depends on how you want to define costs
That $100,000 includes loss of productivity while
we administer the program. Ws like our stretching
program that gets people o[[theline fora few min-
utes to gire thema chance to stretch their muscles
and take a break.Just that 61/2 minutes ofstretching
costs thecompany $65,000 in lost production time.
And we takeatleastthe sameamount oftime to talk

about company policies during the toolbox meet-
ings and so forth. So in real coss to the company
from lost time, l would say the figure could easily
be in excess of $100,000.

I Can you tum that around
and estimate what you're gained in productidty by
people not having accidents, or taking time off, or
Ming claims?

Im: Well,just take our worker's comp. One year
is a 100% return on our investment.

=m=mmm, That's an impressive return.

MM: Obviously every year is going to be less and
less. But the big issue is the focus on your safety
program.To make sure everyones thinking about it,
and believing in it, and wondering what they can
do about it.You walkout into our facility and every
department has a white board that says how many
days they have gone without an accident.It's just
focus and realization and awareness. And, as Joe
said earlier, the substance abuse program is one
component, but a very important component. 1
honesdy believe you're not going to have a success-
ful program unless you have a strongstatement by
the company on it.

I What would you tell another
company about gettingstarted?

mm: Well, if your only concern is for the bottom
line you're going at it the wrong way The bottom
line improvement will come as soon as you're able
to communicate to the employee base that you care.
If they don't think you care, theyll give you every
reason in the world why it'snot go.ng to work. And

1 think it's the apathy in the workplace that's going
toget you.You have toget the community members
caring about what they're doing and caring for
each other first.

I So it's the culture that has to

be changed

MI: Right We had a difficult time at first because
Joe here was reallyexcited about the programsand
wanted to get them implemented as soon as
possible, and rightfullyso.We felt we needed more
lead-in time. We felt that we just didn't want to
throw abunch of programs on ourpeople, abunch
of posters on the wall. We wanted to go into it
slowly, because if you don't, people become suspi-
cimb Of it

I You mean gradually educate
them?

Im: With a well laid out program. Say over a
three to six month period. That questionnaire we
handed out, 1'm convinced we wouldn't have had

that kind of response if we just handed it out one
day without warning Everybody would wonder if
it was a salary review, or an appraisal If you don't
communicate with them, they're not going to
understand what you're trying to do. You have to
get them thinking in the same terms you are.

I But isn't that changing a cor-
porate culture?

74

mm: You have to. If there's an accident out there,
I want tobeone of the first on the scene. We have

little calendars within the company, and if some-
one's worked, say, 112 days without an accident
and it beats the record, youll see my name and
"Great job!" written on it They also hear through
our newsletters. And questionnaires-a question-
nairds a powerful tool.

SL: 1 think it'sadmirable the wayyou'vegoneabout
getting a mandate from youremployees, especially
with the equipment
operators. Some-
thingyou mightcon-
sider is post-acddent
testing for accidents
requiring off-site
medical treatment.

I'm not talking the
hangnail-type claim,
but the Monday
morning injury, the weekend strained back that
shows up on your insurance bill. These tend to
disappear when any off-site medical treatment also
requires a substance abuse screening test. Post-
acddent testing probably isn'tgoing to come out in
an employee questionnaire because they're not
going to be thinking about that, except fortheguy
that may be abusing on the weekends who's filed
a few claims.

Mall: That's an

interesting idea.

But what would

the impact be on
your community?

I'm not sure.

We just want to
make sure we

don't come across

as police.

sL: The other

thing is, anything
you do has tostart
hom the top. lfany
ofyourseniorstalf
teach driving or
how to handle

equipment, they're
going to hare to
come under your
safety policy. 1[
they ever get on a
forklift, even in an

emergency situa-
tion, they had
betterbe included

in your routine
and periodic tests.

MM: k isn't coin-

cidental that our

policy is worded
'any operators of
equipment and
vehicles, and that

all my manage-
mentpeople drive
companyvehides.

I Have you had any threats or
projected legal challenges from prospective appli-
cans in the last eighteen months stemming from
your policy?
MM: Not that I know of.

st See, that's the other bit of misinfomiation that

hits the papers That youll have trouble hiting, or
you'll be sued. Yet none of your applicants cried

Wdre 225 people who spend neaily half
of our lives together, and u dd better work as
a community For the safer> :ind well-being

OLAT O[ US.

IRM: And who's responsible for the culture? The
CEO. 1[ you leave this whole issue to your safety
committeeand thinkyou don'thave any impacton
it, it'sa waste of time.TheCEO hasto have the vision,

the belief and the commitment to it. Because if you
don't have the CEO and the senior management
believing it, it's not going to happen

I. How does your community
o[ employees know that you care, that you're
involved? Do you spend time out on the floor?

'fouTThat's the kind of message we've been trying to
get to customers.That a lot o[what they read about
substance abuse programs is not really the truth.
mm: You know what still tickles me, where did

that 30% that failed our test go? Who would they
go to work for?
st kt'emwork forsomeone else. Letsome other

companypay the cost.It's interesting that you based
yourdiscussion on productivity, which is really the
way you should look at all of this Because that's

really where your major loss is: productivity. But
hasityoursafeprogtampaid forthatproductivity
loss in directsavings in insurance dollars?

Js: It will. It's just a matter of time.
MM: Do you want me to quantify productivity?
This last month, we had the biggest month ever in
the history of the company.We did 32% morebusi-
ness with no new people, no new equipment, no
new manager, no new techniques, no new racking
no new anything.And withoutany overtime or any
accidents

sL: Obviously, whatever your costs are for testing
those applicans, it pays Mariani in the long run in
increased productivityand better employees.

MM: No question.

SL: Substance abuse in the workplace is something
you don't want to go into hastily But 1 think what
you talked about this whole session is what's going
tobeabuzzword 0[the 199Os: Totalqualitymanage-
ment With no separation between productivity
and safety.The>''re intertwined parts ofthe manage-
ment scheme. If corporations are going to remain
productive and profitable and ahead of the com-
pedtion, thefregoing tohave tohare tomi corporate
quality management. Look what it did for you, a
32% increase in producti,ity.You're getting a better
product, a better employee, a better community, a
better culture. That's outstanding And that's what
more companies are going to have to take a stand
on and realize.

milmimmlemnmni Would you be willing to
spendsometimewithanothercompanythatcomes
to you and says"1've heard about yourprogram and
the benefits you're derived fromit How can weget
started?"

RIM: Absolutely l[ they were really serious about
it, rd be glad to. 1 love to talk about success stories.
rm cominced it works, because we're done it here.

Wed like to hear whatyou have to say about substance
abuse in the worl:place, and about our discussions on
topics that concern your business Send your comments
to Mike Crall, President,Argonaut Insurance Compaff
250 MiddlefieId Road,Menlo Park, CA 94025.

Argonaut
©1991 Ago.Ul
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Lloyd's plans expansion
in E.C., says Coleridge

By JOANNE WOJCIK

SAN FRANCISCO-Lloyd's of
London is setting
its sights on in-

 creasing Euro-pean business as
trade barriers fall

throughout the
European Com-
munity.

While the United States remains

an important market to Lloyd's, ac-
counting for one-third of its annual
premiums, "there are, of course, other

parts of the globe to which we are
looking in order to increase our mar-
ket penetration," says Lloyd's Chair-
man David Coleridge.

In particular, Lloyd's is focusing
on the European Community, where
the per-capita expenditure on non-
life insurance is 40% below that of

the United States, he said during a
speech at the International Insurance
Seminar last month in San Francisco.

The seminar was sponsored by the
International Insurance Society Inc.

Mr. Coleridge said Lloyd's plans

to take advantage of the European
Community's Second Non-Life Di-

rective, which among other things
permits brokers to place non-life cov-

erage for large risks in one E.C. mem-
ber state with an insurer based in an-

other member state.

"The significance of this from
Lloyd's point of view cannot be
overemphasized since, as a broker

market, we are dependent on our in-
termediaries for every risk we under-
write," he said.

However, Lloyd's doesn't plan to

disrupt domestic insurance markets

as it widens its reach throughout the
European Community, Mr. Coleridge
promised.

Rather, Lloyd's will act "more as
a catalyst than a competitor," he
said, "working assiduously to in-
crease the overall size of the corn-

munity's insurance cake."
Marketing efforts will not be lim-

ited to Europe. Lloyd's also plans to
increase its presence in the Soviet
Union, which shows considerable po-
tential because of its liberalized po-
litical climate, according to Mr. Co-
leridge.

He said Lloyd's already has es-
tablished reinsurance links with

many former members of the Soviet
Bloc.

While Mr. Coleridge does not ex-
pect a sudden influx of business as
Eastern Europe tries to catch up with
its capitalist neighbors, "we shall en-
deavor, as the situation develops, to

give a positive response producing,
wherever possible, constructive an-
swers to the many insurance prob-
lems that seem certain to arise."

Another potential growth area is
the Pacific Rim.

"We are also looking afresh at such
areas as Japan, South Korea, the Re-
public of China. . .and, in fact, the
whole Pacific Rim, where the scope

for increased participation will be
immediately apparent," Mr. Co-
leridge said.

But Lloyd's focus on overseas busi-
ness is nothing new, Mr. Coleridge
said.

"Lloyd's, through its maritime tra-
ditions, has always adopted an inter-
national approach toward insurance
and reinsurance, which, due to the

Wouldn't it be nice

to work with a

quality managed care

company that knows
the value of

partnership?

magnitude of present-day exposures,
has now become the norm for the in-

dustry as a whole," he said.
In fact, the entire insurance in-

dustry has become increasingly in-
terdependent, according to Mr. Co-
leridge.

"We have, whether we like it or

not, become interdependent to a de-
gree which would have been un-
thinkable 30 years ago, which means
that we no longer stand to know 'for
whom the bell tolls,' since we are all,
to a greater or lesser extent, affected
by the world's disasters."

For example, "a windstorm in, say,
Louisiana could, metaphorically
speaking, take the slates off the roof
in insurance centers as far afield as

London, Munich or Tokyo, while an
earthquake in Australia or New Zea-
land could rattle the windows in

Brussels, Hartford, Conn., or even
here in California," Mr. Coleridge
said.

While such disasters only serve as
metaphors, other very real disasters
have rocked the insurance industry in
recent years, the Lloyd's chairman
pointed out.

A series of catastrophes including
the Piper Alpha North Sea oil rig di-
saster and Hurricane Gilbert contri-

buted to Lloyd's unprecedented 509.7
million pound ($983.7 million at ap-
propriate exchange rate) loss for the
1988 underwriting year (Bi, July 1)

Also contributing to the loss were
liberal court decisions granting cov-
erage for pollution and asbestos
claims in the United States, Mr. Co-

leridge charged.
"To an industry based on a fine

balance of probabilities, the danger

of policy wordings being re-written
and the unpredictability of court
awards is particularly acute and no-
where more so than in the field of

pollution," he said.
"Intentional pollution, by which I

mean the action of depositing toxic
waste in a fashion likely to damage
the environment, should never be the

subject of an insurance claim," he as-
serted.

Despite his opposition to coverage
for intentional pollution, Mr. Co-
leridge said that Lloyd's un-
derwriters "stand ready to meet all
claims arising from pollution acci-
dents providing, always, that they are
covered under the terms of -he pol-
icy."

"Despite Superfund and the calls
which are already being made on
the industry to clean up America,
pollution can and should, I believe,
remain an insurable peril," Mr. Co-

leridge said.
In fact, he promised that Lloyd's

"will always endeavor to make a
market" for pollution coverage.

For example, a Lloyd's policy has
been designed to provide coverage for
owners of underground storage
tanks. U.S. Environmental Protection

Agency rules require owners to buy
environmental impairment liability
insurance or show assets to assure fi-

nancial responsibility for damage
caused by leaks from the tanks.

These rules require owners and op-

erators of underground tanks to pur-
chase minimum coverage limits of
$500,000 per claim/$1 million aggre-
gate (BI, Oct. 8, 1990).

"Despite the U.S. Oil Pollution Act
of 1990 and the controversy it has

aroused in shipping circles, coverage,
within certain clearly defined limits,
is still available for vessels trans-

porting oil to and from American
ports," Mr. Coleridge said.

The oil pollution law raises
shipowners liability limits, expands

the type of damages for which shi-

powners could be held liable and re-
quires double hulls on all new tank-
ers (BI, Aug. 6, 1990).

The availability of coverage despite
the new law "illustrates the willing-

ness of insurers to respond to an es-
sential need and one, moreover,
which transcends all frontiers since,

as already stated, pollution, in one
form or another, has become a matter
of worldwide concern,' he said.

Mr. Coleridge also endorsed an en-
vironmental trust fund proposed by
Maurice R. Greenberg, chairman and
chief executive officer of American

International Group Inc. to finance
the cleanup of the nation's hazardous
waste sites (BI, March 6, 1989).

Under the proposal, all commer-
cial property/casualty insurance poli-

cyholders, insurers and self-insured
companies would be assessed a flat
fee equal to 2% of premiums to fi-

nance cleanups.
Insurers would collect the fees-

which would generate about $3
billion annually-and turn them over
to the EPA, which would manage the
fund.

The money would not be used to
pay for pollution-related third-party
injury and property damage claims.

Mr. Greenberg's "imaginative sug-
gestion" could be "well worth ex-
ploring," Mr. Coleridge said. And the
program should be adopted on an in-
ternational basis if it succeeds in the

United States, he added.

"Europe would seem to be a prime
target since it is already badly af-
fected and if, as seems likely, the
Eastern Bloc countries are eventually

admitted to the European Commu-
nity. .some form of collective solu-

tion could become an urgent priority
if, indeed, it is not one already," Mr.
Coleridge said.

Presenting insurers with the en-
tire bill for pellution cleanup would

only serve to "add underwriters to an
already long list of extinct species,"
he said. I

A company that treats employers,
employees and health care

providers as true partners? A

team player that consistently

supports all three in

fulfilling their roles in
delivering cost-

efficient care?

. 4%
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Lloyd's chief bemoans low rates
SAN FRANCISCO-Many un-

derwriters will

go out of busi-

Ikill ness if insurance

rates don't rise

soon, asserts the
chairman of

Lloyd's of Lon-
don.

"There isn't going to be a next
year for many in the industry if
something isn't done," David Co-
leridge said during a question-
and-answer session following a
presentation here at the Interna-
tional Insurance Seminar. The In-
ternational Insurance Society Inc.
sponsored the annual seminar.

And, pointing to attempts by
U.S. regulators to limit premium
hikes, Mr. Coleridge said: "I can't

believe that regulators want the in-
dustry to continue the way it is."

"Either we put our house in
order or the responsibilities which
we owe to the insuring public will
be taken from us and this, I submit,
would be not only to our own det-
riment but, more importantly, to
the detriment of the policyholders
we are in business to serve."

Mr. Coleridge blamed insurers'
plight on two main causes: inade-
quate reserving for losses that oc-
curred over the past 30 to 40 years,
and inadequate premiums.

"I am amazed that companies are
still underwriting at the rates that
they are," he said.

Lloyd's itself has hardly escaped
trouble. The week following Mr.
Coleridge's speech, Lloyd's an-

nounced a record 510 million

pound loss for the 1988 under-
writing year (BI, July 1).

"We are the most incompetent
operators," he said of the insur-
ance industry. While other indus-
tries increase their profits year
after year, "we make money for
three years and then lose it for
the next six."

During his speech, Mr. Coleridge
criticized rate slashing.

"Blame for the present position
must, in the first instance, lie with
those who, ignoring the lessons of
the mid-19605, chased the rate
downhill, elbowing lemmings out
of the way in their rush for market
share.

"We are all subject to the pre-
vailing levels of premium which

seem to be determined more by
available capacity, a significant
proportion of which is of a tem-
porary nature, than the actual
risks that are being underwritten.

"It is this, rather than the num-
ber and scale of catastrophes, that
has, I fear, reduced our industry to
its present state, which, as I inti-
mated at the beginning, is perilous
indeed."

However, Mr. Coleridge did offer
a ray of hope: The naive capacity
that started the downhill slide of

rates is beginning to dissipate, "at
least in the reinsurance market,"
he said. In addition, underwriters
are becoming increasingly more
selective about the risks they un-
derwrite, he said.

-By Joanne Wojcik

New members in Hall of Fame
Munich Re exec,
Australian scholar
are both inducted

SAN FRANCISCO-A reinsur-

ance company
executive and an

 insurance pro-fessor are the

newest laureates

of the Insurance

Hall of Fame.

Horst K. Jan-

nott, chairman of Munich Reinsur-
ance Co. of Munich, Germany, and
Alfred H. Pollard, professor
emeritus of actuarial science at

Macquarie University in Australia,
were formally inducted during an

awards dinner at the 27th annual
International Insurance Seminar
held June 16-20 in San Francisco.

The seminar and induction cere-

mony were sponsored by the Inter-
national Insurance Society Inc.,
which is headquartered in Tusca-
loosa, Ala.

Also during the ceremony,
Thomas J. Wolff, chairman
emeritus of Wolff-Zackin & Asso-

ciates Inc., an insurance agency in
Vernon, Conn., was awarded the
John S. Bickley Founders' Gold
Medal.

The medal is named for the In-

ternational Insurance Society's
founder, John S. Bickley.

Established in 1957, the Insur-
ance Hall of Fame now includes 81

people from 13 nations. It recog-

A company that brings all the partners

together to work with you,

delivering comprehensive

coverage while controlling

your company's managed

health care

costs?

nizes "major figures in the history
of insurance," according to the in-
surance society.

The first official home of the In-
surance Hall of Fame, located at
the University of Alabama in Tu-
scaloosa, will be dedicated March
22-23, 1992, announced Odo Hat-
tick, IIS chairman and former dep-
uty chairman of Nationale-Neder-
landen N.V. of The Hague,
Netherlands.

Mr. Jannott of Munich Re was
named to the Insurance Hall of

Fame in recognition of his support
of research that has led to numer-

ous innovations in loss prevention
and insurance company opera-
tions.

In addition, Mr. Jannott has es-
tablished many scholarships for

r

students of insurance around the
world.

Mr. Pollard was recognized for
his creation of Macquarie Univer-
sity's internationally acclaimed ac-
tuarial science program, which is
the model for similar programs
being developed at universities
worldwide.

Founders Gold Medal award

winner Mr. Wolff invented the cap-
ital need analysis and financial
need analysis systems that are used
to measure individuals' life insur-
ance needs.

The systems are taught in college
courses on personal finance and
are incorporated into numerous
life insurance company training
prograrns.

-By Joanne Wojcik
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IlS seminar
attracts 375

SAN FRANCISCO-A total of

375 insurance industry execu-
tives and academicians gath-
ered here June 16-20 for the
27th annual International In-

surance Seminar.

The seminar-sponsored by
the Tuscaloosa, Ala.-based In-
ternational Insurance Society
Inc.-featured four plenary ses-
sions, followed by four discus-
sion sessions that were mo-

derated by academicians from
around the world.

A research roundtable capped
off the four-day meeting with
discussions on such topics as
the implications of changing
demographics on insurance and
other financial services as well

as the status of alternative risk

financing facilities.
Featured speakers during the

plenary sessions included David
Coleridge, chairman of Lloyd's
of London (see story, page 10)
and Robin Campiano, the insur-
ance commissioner of Hawaii.

Next year's seminar will be
held July 5-8 at the Westin Har-
bour Castle Hotel in Toronto.

The International Insurance

Society, a non-profit corpora-
tion founded in 1965 to bring
together academics interested
in insurance and financial ser-

vices with insurance executives,
has about 1,000 members from
82 nations.

For seminar information,
contact Mary B. Silberberg, Ex-
ecutive Director, International
Insurance Society Inc., P.O. Box
870224, Tuscaloosa, Ala. 35487;
205-348-8974.

PARTNERSHIR

The Travelers Managed Care System»m
supports all the partners of the program and
works with them to maintain quality assurance
and cost effectiveness. So when you're looking
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Call The Travelers at 1-800-437-365Z

You'll wonder how you managed without us.
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The Travelers Insurance Comianies andits Affiliates.
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Growing clients need global services
By JOANNE WOJCIK

SAN FRANCISCO-The insur-
ance industry
must change its

 marketing ap-proach to re-
spond to the
needs of its in-

ternationally
expanding eli-

ents, a German insurance execu-
tive says.

Few insurers now have interna-

tional experience with the excep-
tion of those that underwrite ma-
rine insurance and reinsurance,

according to Bernhard Fink, exec-
utive director of Gerling-Konzern
Allgemeine Versicherungs A.G. of
Cologne, Germany.

"Insurance companies have to
react to basic market changes,"
Mr. Fink said.

"The liberalization of the insur-

ance business in the European
Community following the opening
of the national markets by freedom
of services...forces insurers to

reassess their position," he said.
And, "where national borders

are losing their constraining char-
acter, the local businesses even-
tually will be affected," Mr. Fink
said during the International In-

.

surance Seminar- held June 16-20

in San Francisco. The annual

meeting was sponsored by the In-
ternational Insurance Society.

While insurers in countries with

strong foreign economic activities
have found it necessary to provide
worldwide service facilities for

their corporate clients, "a signifi-
cant number of insurance corpora-
tions are limiting their activities to
either local or regional levels," Mr.
Fink pointed out.

With the exception of the marine
and reinsurance markets, "insurers
in general have very little experi-
ence in international business,"
Mr. Fink said.

"The national character of insur-

ance is still predominant. Even
strong nationwide carriers have
hardly developed any international
operations," he said.

Only Switzerland, where the do-
mestic market is too small to ab-

sorb the capacity available, and
the United Kingdom, which has
traditionally been a driving force
of worldwide insurance activity,
are truly global markets, he said.

However, some domestic insurers

in countries with strong foreign
business connections-like the

United States, Germany, Japan,
France and Sweden-have found it

necessary to provide international
services to their clients, according
to Mr. Fink.

Generally, internationally
oriented insurers are "a small mi-

nority," he said. Fewer than 60 of
the thousands of U.S. insurers have

foreign operations, while fewer
than 50 of Germany's 500 insurers
do, according to Mr. Fink.

However, "things are changing,"
he stressed. "Walls are coming
down and so are restrictions and

obstacles."

For example, the opening of
Eastern Europe has made those
markets accessible to Western in-

surers, Mr. Fink pointed out.
And under the timetable set up

for establishing a single European
market, "industrial risks are now
open to cross-border freedom of
services," he said. "And, within the
next three years we'll probably see
a single license for all the E.C. gov-
ernments.

"In other words, despite contin-
uing differences in culture, in lan-
guage, in traditions, but also in
legal, administrative and social
structures, a European insurance
market is emerging," Mr. Fink
said.

As a result, insurers will be
forced to develop more global pro-
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grams to meet the needs of corpo-
rate clients that are expanding in-
ternationally, he said.

As corporations' exposures ex-
pand beyond national borders,
particularly in the areas of en-
vironmental risks and business in-

terruption losses, "insurer solu-
tions clearly have to take
international operations and inter-
related global risk management
into account," he said.

International companies need
access to global risk financing fa-
cilities, Mr. Fink said.

Insurers traditionally have used
three strategies for developing in-
ternational business, he said:

• Development of new products
to suit the needs of existing clients
that are expanding internationally.

While such a strategy provides
full product identification with the
insurer, it requires "time, time,
time," he said.

• Mergers and acquisitions.
Buying indigenous local insurers

in the countries in which an in-

surer desires to expand or merging
with another insurer that already
has an international orientation

are quicker alternatives, but there
is a price to pay for speed, Mr. Fink
warned.

"They are tremendously difficult

to integrate" with the rest of the
insurer's organization, he said.

• Cooperative agreements with
insurers in other countries.

While insurers unfamiliar with

foreign markets often rely on coop-
erative agreements with local part-
ners, they often are too informal to
be effective, according to Mr. Fink.

"As loose cooperations have not
proven very successful in the past,
joint venture companies in certain
cases may be a better alternative,"
he said. "Sometimes even mutual

participation in equity has been
established in order to facilitate

the required local support."
Mr. Fink suggested that insurers

abandon these three expansion
strategies and choose from two
new options:

• Development of international
expertise within the organization.

• Linking up several foreign
subsidiaries into a single, multina-
tional insurance organization.

Both alternatives provide
"global support combined with
strong cooperation. . .which is dif-
ficult to achieve with the merger
and acquisition route," according
to Mr. Fink.

"For global marketing to corpo-
rate buyers, a total set-up has its
advantages," he stressed. I

European banks
move ahead in
insurance sales

By JOANNE WOJCIK

SAN FRANCISCO-Barriers be-

tween banks and

insurers have

 begun falling inEurope and will
continue to do so

throughout the
world, according
to a German

bank official.

After European banks' initial
foray into personal lines insurance
-usually selling individual life
policies to depositors-there is
movement afoot in commercial

lines, said Sven-Michael Slottko,
chief executive officer of Lebens-

versicherungs A.G. der Deutschen
Bank, the life insurance unit of
Deutsche Bank A.G. in Wiesbaden,
Gerrnany.

Deutsche Bank, for instance,
started its life company in 1989.
And the huge banking concern re-
cently founded a second company
to underwrite group life and pen-
sions, Mr. Slottko announced.

"From Australia to Europe, more
and more banks and insurance

companies are discovering the syn-
ergetic merits of linking them-
selves in one form or another,:' the
bank official said at the Interna-
tional Insurance Seminar in San
Francisco June 16-20. The seminar

was sponsored by the International
Insurance Society Inc.

Two terms already accepted in
the financial services world dem-

onstrate those links, said Mr.

Slottko: "allfinanz," referring to
cooperative agreements between
insurers and banks; and "bancas-
surance," meaning bank-supplied
insurance products.

"Where bancassurance is per-
mitted legally today, more cooper-
ation agreements will be con-
cluded; and where bancassurance
is not permitted legally yet,
pressure will be brought to change
legislation," he predicted.

"Furthermore, even before legis-
lation is changed, unofficial con-
tacts will be made."

Cooperation may mean simple
distribution agreements or cross-
shareholding and mergers and ac-
quisitions. But both banks and in-
surers "recognize that consumers
want a wider range of financial
services, preferably from one
source," he said.

Bank marketing of insurance has
its advantages.

Banks, Mr. Slottko points out,
provide sufficient capital to invest,
an extensive network of branch of-
fices connected on-line with the

main office; and extensive infor-
mation on numerous clients. Other

advantages include frequent client
contact and highly motivated pro-
fessional employees who can ad-
vise custorners according to their
needs without regard to potential
commission.

Mr. Slottko acknowledged, how-
ever, that banks may not be able to
provide the expertise and specia-
lized services that insurers can.

"Cultural shock does occur when
the banker talks for the first time

to his insurance counterpart," he
said. "A good salesman, who is
often found in insurance organiza-
tions, is accustomed to focusing on
those elements of the product that
are essential to promote his sale;
and he is used to developing his
own sales strategy, his own indi-
vidual sales talk."

A banker, by contrast, "is cer-
tainly not a good salesman," said
Mr. Slottko. "He has no experience
in actively selling. His quality is to
serve and to consult."

Because "life insurance products
need to be sold actively, it is also
essential to train the bank employ-
ees in sales techniques," he said.

In addition, training of bank em-
ployees must be more technical,
detailed and more in the context of

the surrounding products than it is
for insurance agents, according to
Mr. Slottko.

He admitted that his own organi-
zation provided only minimal
training to bank employees as-
signed to sell life insurance to de-

Continued on page 15



Banks in insurance bining mortgage credit and life
coverages or by combining certain

Continued from page 12 savings products with life insur-
positors. ance.

"The first priority of the life "The possibility of linking bank
company was to integrate its prod- and insurance products is the best
.,cts into the existing bank prod- proof of the superiority of a ban-
=cts and to be accepted by bank cassurance structure compared
employees and by bank manage- with cooperation between a bank
ment," he explained. and an insurance company," he

"This has been achieved by of- said.

lering simple products with basic The German banking giant also
training, by making our product plans to develop products to mar-
understandable to the interme- ket to its 46,000 corporate clients,
diary and the client, by being com- which comprise 28% of the German
petitive, by providing quality ser- market, according to Mr. Slottko.
vice and by remaining low-profile. Deutsche Bank's formation of a

' "The logo Deutsche Bank is what group life and pension insurer is
counts, not the life company," he "significant," he said, "because
stressed. only 15 companies provide group

But now that bank employees life and pensions in Germany."
have gotten their feet wet in per- Mr. Slottko also inditated that
.onal lines, Deutsche Bank is ex- the bank eventually may enter
panding its insurance offerings, non-life lines through its partner-
according to Mr. Slottko. ship with German property/ca-

For example, the bank is devel- sualty insurer Gerling-Konzern
oping insurance products linked Allgemeine Versicherungs A.G. of
with bank products, such as com- Cologne I

Letters
Continued from page 8
all employees work a six-day week
and resulted in artificial inflation

of the average weekly wage by as
much as 15%.

Discrimination and inequitable
distribution of benefits are pre-
cisely what the Joint Select Com-
mittee found was wrong with the
old system.

Low maximum benefit levels,
lump-sum settlements based on the
nebulous "loss of future wage-
earning capacity" and traded-
away future medical care created
windfalls for lower-paid workers
with minor injuries and hardships
for higher-paid workers with se-
vere injuries.

Objective impairment ratings,
supplemental income benefits and
prohibiting restrictions of future
medical care will ensure the right
amount of money goes to the right
people.

"Self-interest" on the part of
employers and insurers in Texas
must be defined simply as "sur-
vival," which is also why, as the
authors of the reform bill stated,
subscription must remain volun-
tary until the system's inequities
are fixed.

Mr. Ellenberger states that the
Texas reform bill "deserved" to be
declared unconstitutional. Fortun-

ately, there is an appeal process to
a venue other than the ever-popu-
lar Eagle Pass, Texas, which will
make that final determination. So

far, one person (Judge Perez) has
been convinced that two years of
effort by the Texas Legislature was
wrong.

It is interesting that the plaintiff
could not produce even one exam-
ple of a worker who was being dis-
criminated against or unfairly
compensation by the "onerous"
new system. Also, a national work-
ers compensation expert, who was
approached by the plaintiff to tes-
tify against the reform bill, refused
and in fact testified that he be-

lieves the new law is good and
should be upheld because it pro-
rnised more protection for injured
workers and is a much more ratio-

nal and efficient system.
In workers compensation, as in

life, "all have sinned. . ." Mr. El-
lenberger's description of the au-
thors of RIMS workers comp report
as "condescending" is perhaps best
rebutted by the fact that the self-
chastisement section of the report
on risk managers was lengthier
than that of all other parties.

Finally, who can disagree that
-communication is a two-way
street?" Is it not also true that

communication won't happen un-
less all parties listen?

Mark T. Carter

Director-Corporate
Risk Management

LTV Corp.
Dallas
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Mail Order Prescription Facility.
R-evco's maQ order presc*ion service brings

customized Rx cost control to your company,
plus convenient home delivery to plan participants as
well as paperless claims processing.

Reduce your Rx expenditures up to 30%.
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leader that fills over 50 million prescriptions for 4.5
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tions for morethan 400 benefit plans.

alt administrative costs.
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Malpractice arbitration system proposed
87 ADRIENNE C. LOCKE WASHINGTON-Binding arbi-

tration-r.ot the counts-would re-

sol-€ most medical malpractice
disputes under legislation intro-
duced in the Senate this month.

Under the bill, S. 1232, intro-
duced by Sen. Pete V. Domenici,
R-N.M., employees of companies
tha: claim a tax ded.iction for the

cos: )f providing health care bene-
fits would be required to use arbi-
tration or other fe(lei ally approved
alternative dispute resolution
mechanisms to settle medical mal-

prac:ice claims.
In addition, federally sponsored

and subsidized health care pro-
grams, like Medicare and Medic-
aid. would also require recipients
to 1:e binding arbizration to re-
solve malpractice claims.

The bill would cap non-economic
damage awards in medical mal-
practice cases at $250,000. How-
ever in states where damage caps
are lower than $250,)00, the exist-
ing law would prevail.

In addition, awards would be re-
duced for collateral source pay-
men:s for the same injury, and pe-
riozlic payments-like structured
settlements-would be required for
awa.-cis above $100,000.

Tte bill also would require that
any punitive damage awards go to
federally approved state agencies
set ip to monitor and discipline
negligent health care providers.

=5
/%

RISK MANAGEMENT

Washington
Plaintiffs could file a malprac-

tice claim with one of the approved
alternative dispute resolution
mechanisms from a list approved
and maintained by the Health and
Human Services Department. The
plaintiff must give notice to the
health care provider against which
the malpractice claim is made.

The plaintiff would pay a nomi-
nat fee to cover the cost of arbitra-

tien, but the fee could be waived if
a plaintiff who is not represented
by an attorney can demonstrate in-
ability to pay the fee.

However, any attorney repre-

senting a plaintiff on a contingency
fee basis would be required to pay
any costs applicable to that plain-
tiff.

Few decisions by arbitrators
could be appealed to a court. Ap-
peals would be allowed, for exam-
ple, if there are allegations of mis-
conduct or corruption by the
aroitrator, or evidence of fraud or
"cther undue means" to win an
award.

Mine safety fine
More than 800 coal mining oper-

ations face penalties totaling $6.5
million in the largest aggregate
fine ever assessed under federal

m.ne safety and health law, the

Labor Department announced.
The companies are accused of

tampering with coal dust samples,
which are used to determine if the

mines are in compliance with dust
standards designed to protect
miners from black lung disease.

The citations resulted from a 20-

month investigation conducted by
the Mine Safety and Health Ad-
ministration. The investigation
began after the discovery of a dust
sannple that was clearly tannpered
with, according to the MSHA.

Pumps are used to periodically
collect airborne dust samples in
mines. The samples are collected in
a sealed, pre-weighed filter cas-
sette which is submitted to the
MSHA.

The MSHA said that during the
investigation more than 120,000
coal dust samples were taken by
approximately 2,000 coal mines. Of
that group, MSHA found that more
than 4,700 dust samples had been
tampered with.

"The magnitude of the proposed
penalties reflect the magnitude of
the offense. We are fully commit-
ted to assuring the integrity of the
sampling program and keeping
dust levels below limits set by
law," said Secretary of Labor Lynn
Martin.

Coal mine operators hit hardest
by the proposed fines include: E.I
du Pont de Nemours & Co. of Wil-

mington, Del., with $777,200 in
fines; Rochester & Pittsburgh Coal

RISK-MANAGEMENT
Mid-Year Market Report
A recent survey* among Bl's corporate executive
readers revealed that ...

62% read all of their last four issues of Bl;
71 % are especially interested in

property/casualty topics;
74% are responsible for risk management;
74% review their risk management programs

annually;
76% buy, specify or approve property/casualty

insurance and reinsurance;

88% take action based on what they read in BL

Corporate executives rely on Business insurance to
present the facts. Always taking the pulse of
what's happening, Bl will measure the impact
of market conditions ... analyze trends ...
examine the direction renewals will take ... in

this special mid-year market report on risk
management

In-depth news and comprehensive reports on
projected capacity and rates will be must
reading for thousands of financial and
administrative executives, risk managers and
loss prevention managers. And these readers

will turn to BI for fresh insights - revealing what risk
managers, insurers, reinsurers, surplus lines insurers,
brokers, Lloyd's and the London market have to say
at this critical mid-year point.

if you're an important player in the risk management
market, you have to act on the fact that only Bl is on
the cutting edge of news and developments. To keep
your company's name and capabilities in front of
the decision-makers reading Business Insurance call
one of our sales offices today to reserve your space.

*Source: An Audience Profile of the Business Insurance "Buyer" Reader, 1990
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Los Angeles: 213-651-3710 Insumnce
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Co. of Indiana, Pa., $740,400; and
Amax Inc. of New York, $225,500.

Those three operators and sev-
eral others are contesting the fines,
according to the MSHA, which
could not identify all those pro-
testing fines.

ERISA pre-emption
The U.S. Supreme Court recently

declined to review a case involving
state pre-emption of federal em-
ployee benefit law.

In the case, the Texas Supreme
Court upheld two lower court rul-
ing that a Dow Chemical Co.
worker cannot sue the Dow and its

health care plan administrator
under the state's Deceptive Trade
Practices Act. The plaintiff, James
Cathey, claimed that Midland,
Mich.-based Dow's self-insured

health care plan wrongfully denied
24-hour nursing care for his wife.

However, while upholding the
lower court, three of the justices on
the Texas Supreme Court said in a
separate concurring opinion that
the Employee Retirement Income
Security Act unfairly penalizes
plan participants who are denied
benefits (BI, Feb. 25).

Health reforms urged
Certain health care refornnnnea-

sures-like promoting managed
care, improving small employer ac-
cess to health insurance coverage,
and medical malpractice reforms-
must be enacted before the 1992

elections, health industry execu-
tives say.

In a letter addressed to President

Bush and congressional leaders,
the Washington, D.C.-based
Health Care Leadership Council

said that these and other immedi-

ate changes would slow the in-
crease in the cost of health care

while expanding access to services.
The council-made up of 50 chief

executives of insurers, health care

providers and corporations-said
all sides of the health care reform

debate agree these reforms are
needed.

"Now what is needed is the un-

animous will to enact these re-

forms. The American people should
not have to wait on a debate of

radical issues which will not soon

be completed," G. Robert O'Brien,
chairman and president of CIGNA
Life Insurance Co. of Bloomfield,
Conn., and chairman of the Health
Care Leadership Council, said in a
separate statement.

In the letter, Mr. O'Brien urged
Congress and the president to:

• Expand government programs
to provide income-related health
care subsidies for those near the

poverty level and basic health care
coverage for those below the pov-
erty level.

• Provide equitable reim-
bursement by all federally spon-
sored health care programs, like
Medicare and Medicaid, to avoid
cost shifting onto private health
care payers.

• Emphasize additional research
into outcomes and practice guide-
lines.

• Accelerate health promotion
and disease prevention efforts.

"We urge that bipartisan nego-
tiations begin immediately to
translate these reforms into action.

We must resist the temptation to
politicize these issues or to promise
radical change which will not work
or cannot be enacted," Mr. O'Brien
said. •
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Continued from page 2
cause of action against the insurer.

"To be subject to equitable re-
medies (under ERISA), a party in
interest must be involved in trans-

actions prohibited by the act," said
Judge Smith in a June 3 ruling. The
plaintiffs' allegations that "Execu-
tive Life was a minor player in acts
that ERISA prohibits is not enough
to keep Executive Life in this law-
Suit."

Specifically, she rejected the
plaintiffs' allegations that paying
commissions to the agent consti-
tuted a violation of ERISA's pro-
hibition against excessive compen-
sation.

While Executive Life was dis-

missed from the suits, the plain-
tiffs can still pursue their ERISA
claims against the agent.

The rulings stem from two law-
suits involving Executive Life and
agent Barry Schotz, who operated
several financial consulting and
planning firms in California.

According to the complaints, Mr.
Schotz, who has since filed for
personal bankruptcy, approached
the senior executives of small com-
panies to offer consulting and in-
vestment advisory services that he
claimed would produce substantial
tax savings and investment returns
for the companies and the execu-
tives.

He advised the two plaintiff
companies-Sante Mineral Waters
Inc. and United Centrifugal
Pumps, both based in the San
Francisco Bay area-to form vol-
untary employee benefit associa-
tions, also known as 501(c)(9)
trusts. Those arrangements allow
money that is used to finance cer-
tain employee benefit programs to
earn interest tax-free, subject to
Internal Revenue Service require-
ments.

Mr. Sehotz advised the com-

panies to use the VEBAs to fund
life insurance policies purchased
on behalf of the companies' senior
executives, according to court
papers.

Those senior executives would be

the named beneficiaries and, after
retirement, would receive the cash
value of the policies, court papers
allege.

Mr. Schotz and others placed
some $20 million in premiums for
such policies with Executive Life
and another insurer, Pacific Stan-
dard Life Insurance Co., according
to court papers.

Supported by large junk-bond
portfolios, both insurers offered
high yields during the mid-1980s,
according to Executive Life attor-
ney Douglas L. Hallett of Coudert
Bros. in Los Angeles.

But the two companies' VEBAs
may not pass muster with the IRS.
According to court papers, they
fail IRS requirements for tax-ex-
empt status because they discri-
minated in favor of senior execu-

tives over other employees.
Furthermore, Mr. Schotz and his
colleagues allegedly misrepre-
sented the terms of the life insur-

ance policies, claiming that the
VEBAs needed to pay only the first
year's premium and that subse-
quent premium payments could be
made by borrowing on the policies'
cash value.

When the policies began lapsing
after the second- and third-year,
premiums went unpaid and the IRS
started investigating the VEBAs,
Sante Mineral Waters Inc. and

United Centrifugal pumps filed
suit against Mr. Schotz, his com-
panies and others, including Exec-
utive Life.

In a series of rulings, Judge
Smith said that the plaintiffs'
fraud claims against Executive
Life, filed under state law, were
pre-empted by ERISA. In addition,
the judge ruled that the plaintiffs
did not show how Executive Life

had committed an ERISA prohi-
bited transaction.

The judge dismissed Executive
Life from both lawsuits, but held
that the plaintiffs could proceed

with their ERISA claims against
Mr. Schotz and his employees.

ERISA attorney Glen Nager
noted that Judge Smith's rulings
"are in the mainstream" and re-

fleet several U.S. Supreme Court
decisions holding that ERISA pre-
empts all state law claims (BI, Dec.
10,1990; Dec. 3,1990).

"The court rejects efforts of the
plaintiffs to get around ERISA
through artful pleading," said Mr.
Nager of Jones, Day, Reavis &
Pogue in Washington, D.C.

Most courts also have held that

selling policies to an employee
benefit plan under ERISA does not
make an insurer a fiduciary under
that law, explained ERISA attor-
ney Robert Eccles of O'Melveny &
Myers in Washington, D.C.

"A grayer area in the law" is
whether insurers can be held liable
under ERISA for the acts of their

agents, he explained.
While Judge Smith' ruling is not

the first to hold that an insurer

cannot be held liable under ERISA

'These decisions

reaffirm the broad

pre-emptive impact
of ERISA,' says

Mr. Hallett.

for the acts of its agent, her deci-
sion will be "helpful" to insurers,
Mr. Eccles said.

"More law is better," Mr. Eceles
added.

"These decisions reaffirm the

broad pre-emptive impact of
ERISA," said Mr. Hallett. Further-
more, "Judge Smith has held that
the absence of a state law remedy
does.not mean necessarily that
ERISA will provide one," he said.

"Under ERISA, an insurer per-
forming its normal insurance com-
pany functions cannot be dragged
through the mud on elusive" state
law tort theories holding it liable

Tile Patient
Was A

Success,
But The

allepation
gled.

for the acts of its agents, said
Mr. Hallett.

Judge Smith found that -Execu-
tive Life clearly did not act as a
fiduciary and could not be held li-
able for the fiduciary role of its
agent," he explained.

Plaintiffs' attorney Dan Fein-
berg said the decisions reveal "the
potential problem of a Catch-22"
situation for plaintiffs who are
denied remedies under both state
law and ERISA.

However, he predicted that the
decision would "not have broad

application."
"Our claims are thrown out on a

technicality," said Mr. Feinberg.
"These are quite narrow deci-
sions."

Mr. Feinberg says he will ask
Judge Smith to reconsider her de-
cision or, in the alternative, to
allow the plaintiffs to amend their
complaint to better state that Ex-
ecutive Life violated ERISA.

Court decisions that hold that

plan beneficiaries' state law claims

Business Insurance, July 8,1991 / 17

are pre-empted by ERISA and that
their allegations of ERISA viola-
tions were not properly stated can
create a situation for plan benefi-
ciaries that Mr. Eccles, quoting a
federal appellate ruling, called
"betrayal without a remedy."

"This is a hot issue," he said,
noting that "courts have gone dif-
ferent ways."

"This court allowed the ERISA

claims against the agent; other
courts leave the plaintiffs without
a remedy against anyone," Mr.
Eccles explained. "The case law
on this issue is all over the
place."

Sante Mineral Waters Inc., Em-
ployees Welfare Benefits Trust et.
at. vs. Barry Schotz et al., U. S.
District Court for the Northern
District Of California; No. C-89-
2292. United Centrifugat Pumps et
al. vs. Barry Schotz et. al; U.S.
District Court for the Northern
District of California, No. C-89-
2291.
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our network of Health Service
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Teen treatment
Continued from page 3
cause adolescents take longer to
diagnose and treat. It's harder to
know what's going on with them.
They're still developing, so some-
times they're not very open," Ms.
Pearson said. "There's probably a
greater likelihood they have both
psychiatric and chemical depen-
dency problems, so it takes a while
to get them off drugs and alcohol
and see what's really going on."

Ms. Pearson agrees with Mr. Hill
that some of these costs are created

by parents who are unable to cope
with their troubled children and

are relieved to get them into an in-
patient treatment program-and
out of the house.

"It's sometimes also advisable

for teens to stay in treatment
longer to prevent chaos and possi-
ble psychiatric problerns for the
other children in the family," she
added.

While nobody is blaming par-
ents, spiraling mental health care
costs caused by this phenomenon
are forcing many companies to re-
view how to approach mental
health and substance abuse treat-

ment for employees' adolescent
and teen dependents.

The cost of providing mental
health and substance abuse bene-

fits rose 18% to $244 per employee
in 1989 from $207 per employee in
1988, according to A. Foster Hig-
gins & Co. Inc. (BI, Feb. 19, 1990).

Specialized programs are now
being established to target adoles-
cent mental health care costs.

Assured Health Systems Inc., for
instance, is offering "an integrated
program of managed care for em-
ployees' family members who are
most often adolescents and teens,"
said Dr. Ronald Geraty, president
of the Boston-based company.

Assured's strategy is to assign a
professional psychologist to the
case and confer with the troubled

teen's entire family before an as-
sessment is made.

That professional stays with the
youngster, managing his care
throughout three phases of treat-
ment: primary, or inpatient care;
secondary, or continuing outpa-
tient care after discharge; and on-
going involvement in a self-help
group.

The program stresses quality
care along with cost containment,
Dr. Geraty says.

"While most insurance com-

panies just pay the bills, we make
sure the teen is getting good care
from the start that's managed ef-
fectively in a facility we've
checked for quality beforehand,"
stresses Joseph Honor, Assured's
vp in charge of its central and west
division.

"Under normal conditions, some
kids can be in the hospital two
weeks before there's a treatment

plan. We have one within the first
few days of hospitalization. We
evaluate how the teen's doing each
step of the way, and begin working
on discharge planning the first
week. We transfer youngsters from
intensive to outpatient treatment
quickly, often as soon as 14 days,
and continue to make sure they're
progressing as they should. And
the cost of that outpatient care is
usually one-third the cost of inpa-
tient care."

Dr. Geraty noted that often a
teen admitted to an inpatient facil-
ity is not treated for 10 days while
initial psychological tests are as-
sessed.

"Psychiatric hospitals typically
say they can't begin treating the
youngster until they know those
test results, and we as profes-
sionals know there's no reason a

psychologist can't begin seeing the
teen on day one."

After the inpatient program, he
contends, the youngster can con-
tinue outpatient treatment for an
unlimited length of time.

"There's no rule that says people
have to sleep in the same place to

develop camaraderie," Dr. Geraty
said. "A well-structured outpa-
tient program with no residential
component is still an intensive mi-
lieu."

An outpatient program that costs
$3,000 to $5,000, and continues
longer, can be at least as effective
as an immediate inpatient program
costing $18,000, he said.

Many teen mental health and
substance abuse programs lack
follow-up outpatient care, experts
say.

"Teen-agers are usually placed
in the facility (unwillingly) by par-
ents, the school or the courts, so
they're less likely (than adults who
volunteer for treatment) to con-
tinue conscientious outpatient
therapy after discharge unless
they're closely supervised," said
TPF&C's Ms. Pearson.

One example of the way Assured

shortens expensive inpatient stays
for children over 16 is its use of
Choate Health Systems.

In addition to a 21-bed inpatient
unit, this private psychiatric hos-
pital in Woburn, Mass., also has a
new four-bed sub-acute unit that

can care for a teen-ager in crisis
for anywhere from 24 hours to two
weeks.

Still in its first year, the pro-
gram has proven so successful that
a similar sub-acute system for
children under 16 is being deve-
loped and is expected to be in place
by the end of 1991.

"If, for example, an employee
comes to the EAP because a

youngster seems depressed, and the
family fears he'll do something
drastic like take drugs or his life,
they are all sent here for interven-
tion before the crisis occurs," ex-

plains Margaret Moran, Choate's

vp of marketing and program de-
velopment. "If the teen needs a
structured setting and must be re-
moved from the home, we do that
immediately by placing him in
sub-acute care instead of a full in-

patient program."
The family is evaluated and

monitored and help is provided be-
fore a major and more costly cri-
sis develops, Ms. Moran said.
"Also, if, during the youngster's
stay in sub-acute, we find that he
needs inpatient care, we can make
that happen, too. But we start out
with the lower level (lower cost) of
care, with the entire family in-
volved."

The facility's intensive treatment
programs run from 9 a.m. to 3 or 4
p.m., so that parents of teens can
visit their children in the after-

noon or evening and also partici-
pate in long-term, ongoing treat-

ment programs with their chil-
dren.

Some observers point out that
teen-agers can be better off in
treatment less intensive than tra-

ditional inpatient care. Yet some-
times long-term residential care is
needed to keep a youngster from
returning to a home setting that
helped trigger mental health or
substance abuse problems.

And some long-term residential
facilities-like the Parkside Youth

Center in Park Ridge, Ill.-offer
special programs for troubled
teens.

By the time a teen-ager gets to
Parkside, we hope he has already
learned in primary treatment that
drugs and alcohol are causing
problems in his life, said Mary
Jane Bressler, director of the cen-
ter, which is run by Parkside Medi-

Continued on next page
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If you've ever been frustrated by a mis-
placed or lost piece of information, don't
lose this page.

Because IBM can make sure that never

happens again-thanks to ImagePlus:
ImagePlus is IBM's system solution

designed to give you image processing
capabilities, including high-speed capture
of large volumes of documents, to help
streamline your paper-intensive operation.

It's an imaging system created to make
you more productive, by making you more
responsive.

With ImagePlus, you can scan or fax
your documents, letters, photos-any piece
of paper-directly into your computer.
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"We have to work on how to

connect the drug use with their
behavior and its consequences,"
she said.

But she too stresses no youngster
will be magically "cured" in 28
days, or any other time frame set
by an insurance company or an
employer.

Ms. Bressler also believes family
involvement is imperative to re-
solving the teen's problems, and
her facility too encourages the
family to continue working to-
gether under professional supervi-
sion-sometimes for as long as a
year.

Most of the teens live at the cen-

ter while going to school and work
either full- or part-time to help de-
fray costs.

In many cases, these kinds of ex-

tended care are proving to be very
effective.

A recent study of 83 teens
treated at Parkside found that

after participating in a "full pro-
gram" of primary inpatient treat-
ment, continuing care after dis-
charge and involvement in a
self-help group, 55% of the youths
contacted reported no alcohol or
chemical use.

And an additional 10% said they
had only slipped "off the wagon"
once, says William J. Filstead,
vp of research and evaluation
at Parkside Medical Serv-
kes.

"The remainder keep coming
back for more treatment, causing
recurring costs," Mr. Filstead
claims. "So if you want to deal
with costs, it means paying for
longer-term care now or you pay
more later." I

So they can't accidentally fall off your
desk, slip behind your coffee mug or
inadvertently end up in the wastepaper
basket.

And, once you've scanned or faxed
information into your system, anyone in
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any department-from your accounting
people to your customer service reps-can
retrieve it, file it, view it in full color, and
reproduce it. Instantly.

One of the many other conveniences:
An image of a color photograph can be cap-
tured, stored and retrieved from the same
folder that contains an image of a hand-
written letter and other related documents.

Today, hundreds of ImagePlus systems
are installed and improving productivity and
customer service in banks, insurance com-
panies, government agencies, hospitals,
manufacturers, retailers and transportation
companies around the world.

From now on, everyone with an
ImagePlus terminal can have the informa-
tion they need, the second they need it.
Which, alone, is enough reason to consider
ImagePlus.

But there are other reasons.

Like flexibility: ImagePlus with OS/2®
gives you the multitasking power to run
several different programs-spreadsheets,
word processing, desktop publishing, host
computer emulation and other image
applications-at the same time, without
interrupting the one you're working on.

You can imagine the impact on
productivity.

Projects that used to take weeks to close,
now can take hours.

Managed mental health plan
paying off for Houston firm

A Houston-based engineering
firm is reaching out to employees
and their dependents with mental
health and substance abuse prob-
lems-and controlling costs at the
same time.

Brown & Root Inc. is stressing to
employees the importance of men-
tal well-being and is directing
troubled employees and depen-
dents to a managed care plan that
has reduced the company's mental
health care costs.

"In 1989 the company looked at
its total Houston-area mental
health substance abuse costs (for
employees and their dependents)

and found they were twice the
costs of other places in the coun-
try," said Michael Cadger, a prin-
cipal with benefit consultant A.
Foster Higgins & Co. in New York,
which advised Brown & Root.

To help Brown & Root control
these costs, -we carved out a pro-
gram which was an exclusive pro-
vider arrangement," Mr. Cadger
explained.

To receive coverage for mental
health and substance abuse treat-

ment, employees and their depen-
dents must use a designated net-
work of doctors and hospitals
managed by Cambridge Interna-

Customer questions that used to take
days to answer, now can take seconds.

One ImagePlus customer recently
reported significant increases in produc-
tivity after only eight weeks. Our image
specialists are hearing more reports like
this all the time.

And remember, IBM can help you
integrate ImagePlus into your existing data
management system. In fact, thanks to
ImagePlus' open interfaces, you can inte-
grate your own image applications and even
attach your own scanners and printers.

Best of all, these features are in addition
to IBM's long-term commitment to service
and support.

ImagePlus, from IBM. Now, when it
comes to information, you can't lose.
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tional Inc. in Houston.

"We also changed the plan de-
sign to reduce employee out-of-
pocket expenses and to promote
outpatient utilization," Mr. Cadger
said.

The previous plan paid 80% of
inpatient hospital stays after vari-
ous deductibles and also provided
80% coverage for outpatient visits.

Under the new program, the plan
provides full coverage for inpatient
care with a $100 a day copayment
and a $2,500 annual out-of-pocket
maximum, Mr. Cadger said. Em-
ployees pay a flat $20-per-visit co-
payment for unlimited outpatient
visits.

John Schaeffer, director of em-
ployee assistance programs for
Brown & Root, noted that the ex-
elusive provider arrangement with
Cambridge International provides
employees with a choice of three
hospitals and five outpatient
clinics.

"We saved $2.4 million in hos-
pital stays in Houston during
1990," Mr. Schaeffer proudly re-
ported. "We have 17,900 employees
here and two-thirds of all the hos-

pital stays were by children of em-
ployees."

While a goal of an EPA is to
control unnecessary utilization of
services, Brown & Root is en-
couraging employees to seek help
for themselves and their depen-
dents if they need it.

"In September 1989, before we
began this program, we started a
major communications program to
let our employees know about the
new resources that would be avail-
able," said Mr. Schaeffer.

The campaign began with a big
fold-out brochure proclaiming,
"Resource: Dedicated to Your

Well-being." It explained in detail
what services were available to

employees and their dependents
who had psychiatric or substance
abuse problems.

That brochure was followed by
question-and-answer flyers distri-
buted through the office memo
system and stuffed inside payroll
envelopes. The company also deve-
loped a film about the resource
program that included interviews
with the professionals at Cam-
bridge who would be available to
help employees.

That gave employees an "identi-
fier" to help them feel comfortable
about bringing their children in to
talk to those professionals, Mr.
Schaeffer said.

"When we began the first aware-
ness campaign in September 1989,
our total EAP calls for help went
up 10%, Mr. Schaeffer said. "I'd
estimate that in 1990 they jumped
to about 20%-and the greatest
percentage of those included both
psychiatric and substance abuse
problems involving adolescents
and teens."

While some employees may feel
their employer is dictating the
treatment they and their children
must use when they are required to
contact a specific panel of provid-
ers, Foster Higgins' Mr. Cadger in-
sisted "it's important to communi-
cate that this a benefit the
employer is offering for the well-
being of its employees and their
families, and it's not mandatory for
the company to do that."

Employees must make their own
decision about the type of treat-
ment they want to receive, with
the understanding that if they
choose to use the company benefit,
the company will offer a certain
amount of coverage, he added.

"It should be made clear that

the employer is not making a con-
tract to cover substance abuse re-

gardless of where somebody goes,"
said Mr. Cadger.

-By Sandra Pesmen
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But We Found A Way To Say Yes
When we were asked to insure

underground storage tank liability, we
didn't say, "no tanks." We dug deep,
took a hard look at the problems and
developed the expertise to put
together programs that work better
for everybody.

Now we' re writing primary
underground tank coverage in nine
states-and providing guidelines to
minimize the risk of environmental

damage.
While it might be said that we built

this business from the underground
up, it isn't all we've been up to.

We've also developed a strong
expertise and attractive programs for
other unique and specific risks, like

• Day care
• Horse shows

• Excess police professional
•E&0

• Movie/entertainment production
• Summer camps
• Racing teams

So when you're looking for a better
way to cover a tough risk, look to
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• Market Stability
• Financial Strength
• Underwriting Quality

General Star Management Company, Stamford, CT
Specialty underwriting for primary and excess risks
through appointed surplus lines brokers
Atlanta (404) 239-6777 Chicago (312) 207-5400
Dallas (214) 890-7300 Hartford (203) 297-4100
Los Angeles (213) 383-7734 New York (212) 770-0150
Stamford (203) 328-5700
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ASK A CAS(IALTY ACTaARY
..: Consulting actuaries also Largest casualty actuarial consulting firms

By number of Casualty Actuanal Society members, as of April 1,1991

offer management skills Number of
Finn CAS members Offices (CAS Members)

T,IlinghasVTPF&C 91 S,msbury, Conn. (12); Atlanta (11); Philadelphia (8); St. Louis (7); DallasIf you were in the client's
(6); Arlington, Va. (5); Boston (5); Chicago (3); Hamilton, Bermuda (3);place, how would you
Jacksonville, Fla. (3); London (3); New York City (3); San Francisco (3);

approach working with a Stamford, Conn. (3); Toronto (3); Denver (2); Irvine, Calif. (2); Paris, FranceQ consulting actuary? How (2); Bloomington, 111. (1); Carlock, 111. (1); Los Angeles (1); Minneapolis (1);
Montreal (1); San Antonio, Texas (1); Sydney, Australia (1)would you go about finding a

f consultant? Mill,man & Robertson 41 New York City (10); Brookfield, Wis. (9); Pasadena, Calif. (7); Irvine,
Calif. (3); Radnor, Pa. (3); Wakefield, Mass. (3); Atlanta (1); Cincinnati
(1); Denver (1), Minneapolis (1); Seattle (1); West Paterson, N.J. (1)

.

My personal feeling is that risk Coopers & Lybrand 34 Atlanta (5); New York City (5); Newport Beach, Cal,f. (4); Boston (3);

A
Chicago (3); San Francisco (3); Seattle (3); Toronto (3); Catonsville,managers and financial officers
Md. (1); Dallas (1); Hamilton, Bermuda (1); Morristown, N.J. (1);tend to view consulting actuaries

%f Philadelphia (1)
as technical advisers with a fairly
narrow perspective. Depending Ernst & Young/ Huggins 23 Philadelphia (8); Chicago (7); Atlanta (4); New York City (3); Boston (1)

If
on the experience and The Wyatt Co. 17 Chicago (4); Toronto (3); Montreal (2); San Francisco (2); Washington,

D.C. (2); Dallas (1); Detroit (1); San Diego (1); London (1). capabilities of the consulting

4 the best way to appache consultingthis may or may not be William M. Mercer 16 New York City (7), Columbus, Ohio (3); Deerfield, Ill. (2); Irvine, Calif.
Inc./Marsh & McLennan (1); Montreal (2); Chicago (1)

1»A relationship Peat, Marwick, Main & Co. 9 New York City (4); Atlanta (1); Columbus, Ohio (1); Dallas (1); Hamilton,
In many cases, consulting actuaries have Bermuda (1); Hartford, Conn. (1)

significant experience in dealing with key Deloitte & Touche 8 Hartford, Conn. (5); Minneapolis (2); Washington, D.C. (1)
management issues and could be viewed more
broadly as management consultants who also have a Price Waterhouse 6 Hartford, Conn. (3); Atlanta (1); Chicago (1); Miami (1)

specific area of technical expertise Willis Corroon 4 Nashville, Tenn (4)

t. This change in perspective can transform the Johnson & Higgins 4 New York City (2); Chicago (1); Los Angeles (1)
relationship into a much more beneficial one for the

MLH & A Inc. 4 Toronto (4)client

My answer to the first question would depend on Balis & Co. Inc. 3 Philadelphia (3)

what internal resources were at my disposal If there Conning & Co 3 Hartford, Conn. (3)
were no expertise internally, then obviously I would

E. W. Blanche & Co. 3 Minneapolis (3)need to ask the consultant to perform the basic and
necessary actuarial tasks needed to operate a sound Liscord, Ward & Roy 3 Concord, N.H. (3)

risk management program Such tasks would vary Source Casualty Actuarial Society
fC according to the structure of the program, but they

would likely include the evaluation of funding needs analysis of internal information in the evaluation review the column I wrote on that sublect in the
for self-insured exposures, the design or review of of market security, the consultant could be asked to July 4, 1988, issue of Business Insurance
cost allocation plans, or a review of the adequacy of review publicly available information and provide If you are looking for a good general source for
loss and loss adjustment expense reserves key observations For example, the consultant could finding consulting casualty actuaries located near

If reasonable expertise was available internally, be asked to work up a set of questions to ask the you, consider obtaining a copy of the latest
then the consulting actuary might be asked to prospective insurer that would assist ln reviewing Yearbook of the Casualty Actuarial Society It is
review internal analyses performed to meet any of publicly available information available for $20 from the CAS at 1100 North Glebe
these basic tasks, as well as to advise the client on • How could internal resources for actuarial Road, Suite 600, Arlington, Va 22201,
important management issues analysis be enhanced? Would a training program 703-276-3100, fax 703-276-3108

In either case, I feel that clients are often not make sense? Should computer software be In addition, I have updated a chart of the largest
fully utilizing the skills and experience of the purchased? Could current claims reports and casualty actual·ial consulting firms The chart
consulting actuary management summaries be revised to provide more previously appeared in the Sept 22, 1986, and the

Clients can take advantage of the consulting pertinent information? July 4, 1988, issues of Business Insurance
actuary's skills to address key questions that need to • How should various contingencies be evaluated
be explored in the proper management of a for decision-making purposes and for reflection in 1
program Such questions often Include financial statements? Woutd you hke advice from an ezpenenced colleague

• What is the best retention for the program? While it might not be difficult to estimate past or on a risk management, benefit management or
actuarial problem? Fourfeatures in the Perspect:ve 1

What alternative of excess insurance or reinsurance prospective loss costs on an expected value basis, it
sectzon of Busmess Insurance can give you somewould best meet the needs of the program? is often not easy to assess the degree of variation answers 4

Quite often, after a consultant performs one of the that can be reasonably expected in those loss costs Ask A Casualty Actuary, Ask A Benefit Actuary,
If
/ basic tasks of loss analysis, he or she is in an Consideration of such variation can make the Ask A Benefit Manager and Ask A Risk Manager

answer wntten questions from readers on ns/c andb, excellent position to advise the client on these difference between wise and less-than-wise choices
benefit management issues and actuarial problemsquestions with respect to reserves, funding or the evaluation Thzs month's column on actuanal

To properly address these issues, it is important to of alternative retentions or structures for the :ssues :n the casualty fletd ts wntten
be able to interpret the meamng and value of recent program by Richard E Sherman a pnnapat
large claims experience and its relevance or lack As to the second question, the most common wzth Coopers & Lybrand in San

Francisco Wimam J Miner, anthereof to questions about prospective experience in methods of consultant selection are through word of
actuary with The Wyatt Co inthe higher layers mouth, contacts at professional meetings and

51* of different programs, and this lS one area where the This may or may not be a good approach to

Ch:cago, answers actuanal questions *
Proper handling of these issues generally requires through other service providers like brokers, in the benefits field Susan M Werner,

8* years of experience m working with a wide variety auditors or management consultants dvector ofnsk management at
Hardee' s Food Systems Inc m Rocky
Mount, NC, answers riskconsultant's background can be of key value to the selecting a consultant, since your source may only Mr. Sherman management questtons And Dennisr client be familiar with the work of the prospective J Nirtaut, manager of employee

f • What is the best structure for the program? consultant in one type of situation that may differ benefits at Continental Bank Corp in Chicago, answers *d
questzons on employee benefit plansX After gaining familiarity with your recent loss markedly from your company's situation For

Ms Werner's and Mr Nirtaut's columns appear onexperience and the nature of your exposures, the example, your colleague might be very impressed
the second Monday Of alternate months Mr M:ner'sconsultant may have some valuable insights with a consultant who has extensive expertise in and Mr Sherman's columns appear atternately on the

regarding whether an alternative structure for the professional liability claims in Eastern states, but first Monday of each month
program might make good sense you need someone with a thorough background in Mr Sherman's next column will appear zn

• How sound lS the financial condition of the California workers compensation September
Address your questtons to ASK, Busmess Insurance,insurers with which current or prospective coverage If you are looking for a series of questions to ask 740 N Rush St, Chicago, Itt 60611 Please give us

is placed? the prospective consultant to find out the extent of your name, title and employer, however, Business
While there is no substitute for a thorough his or her relevant experience, you might wish to Insurance witt consider unsigned letters

MA , %4
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Caution urged as era ends
Nuclear plant revival may force review of liability coverage

By Douglas N. Smith U S legislation like the Atomic Energy Act of 1954
International issues and not to the Paris or Vienna conventions Thus,

THERE ARE SIGNS that indicate the definitions of such terms as "hazardous properties,"

long-dormant era of nuclear power plant • Designates the operator of the nuclear power "nuclear matehal" and "byproduct material" may
construction may be coming to an end The pending station as solely and absolutely liable in the event of not have exact matches in legislation overseas
activity iS spearheaded by overseas initiations a nuclear incident (with no other party legally Careful analysis would be needed in each country in

• The South Korean utility, KEPCO, recently responsible) question to determine the extent of the exclusion in

ordered a nuclear reactor from Atomic Energy of • Provides a maximum liability limit for which the conventional policy

Canada Ltd Two additional units are being the operator is responsible and requires the operator As in the United States, nuclear industry

planned to demonstrate financial security in that amount suppliers benefit from the insurance policies

• The Swedish government recently suspended • Holds the government responsible for a purchased by most nuclear installations to comply k

plans to shut down two existing nuclear reactors in maximum amount of damages in excess of the with the financial requirements of the national

1995 operator's limit legislation

• There continue to be persistent rumors that the • Specifies the court in which victims of a nuclear However, unlike the omnibus wording of the U S '.:

People's Republic of China will go forward with incident must seek recourse Facility Form, which includes as a policyholder any

additional nuclear proiects • Sets a time limitation within which victims may person or organization involved with the facility in fs
• Indonesia announced its intention to build a bring action for damages

nuclear power station within the decade Thus, for contractors and suppliers to many
• Finland is entertaining proposals for a fifth foreign nuclear installations, the primary protection A nuclear power plant is a complex

4 nuclear unit from German/French Joint ventures as from liability rests on the provision that the web of technical systems, operational
well as from Siemens/KWU and ABB-Atom Sweden operator is solely and absolutely liable However, procedures and legal requirements.

In addition to the apparent revival in nuclear the Paris Convention allows the operator relief from
The same can be said of nuclear

reactor construction opportunities, there are 413 such strict liability in instances in which
existing nuclear reactor units operated in 29 • It can be shown that the nuclear incident was liability insurance.
countries that require the goods and services of caused by a party with the intent to harm
manufacturers However, any company active in the • The nuclear incident is directly due to armed
nuclear industry should consider the associated conflict, hostilities, civil war or insurrection any way, foreign liability forms usually cover only

potential for third-party liability • A grave natural disaster of an exceptional contractors and only by extension of policy

While large reactor designers and manufacturers character is the cause of the nuclear incident conditions

have an obvious nuclear exposure, many companies • It is specifically allowed in contract provisions Overseas policies commonly combine conventional <*
may not focus on or be aware of their nuclear These provisions may vary from state to state, but and -nuclear hability" coverage at a nuclear 4*
activities Reactor plants, like any industrial site, what is important is that while the "channeling" of installation in one policy form rather than separate

require a plethora of supplies, equipment and liability onto the operator of the nuclear installation them Into two separate forms, as is the practice in
services that will either be specifically designed for is not absolute, there is no mention of who would be the United States Thus, any conventional injury
nuclear use or have generic attributes that make liable in circumstances in which the operator is not and "nuclear" injury resulting from a nuclear
them appropriate for nuclear as well as non-nuclear Contractors and subcontractors that provide incident are covered by one insurer, which

applications Thus, manufacturers of any product equipment and material as well as personnel to simplifies the potential litigant's action
intended for industrial use could have a "nuclear" foreign nuclear installations should think about The only nuclear liability insurance available in

exposure their own on-site exposure as well The Paris the United States lS provided by the nuclear

Liability for nuclear incidents is established by Convention and, therefore, many European national insurance pools, American Nuclear Insurers and
two international treaties and national legislation in laws, absolve the operator from liability for on-site Mutual Atomic Energy Liability Underwriters The

property damage, including all third-party property Foreign Suppliers and Transporters policies have
used at and in connection with the facility Any available limits of $15 million for ANI and $10 %15,1

Reactor plants, like other industrial nuclear incident is likely to cause on-site damage to million for MAELU Thus, a combined program 1

sites, require a range of supplies. the property and personnel of the operator and could achieve a maximum of $25 million per
other contractors Risk management planning must occurrence in limitsSo the manufacturers of any product 1*fif»take all of this into account While both policies exclude on-site property

intended for industrial use could Providers of equipment to nuclear installations damage, there may be coverage for other third-party *
have a 'nuclear' exposure. should also be concerned about the ultimate liability actions for which the operator is not liable -41%

disposal of parts or equipment that have become In addition, these policies may provide some

radioactive through use m contaminated systems limited relief from any "ultimate disposal" exposure *
*t every country that has or is contemplating building The waste generated at a nuclear installation must for contaminated parts and equipment
*' nuclear power plants be carefully disposed of in controlled sites Many Because of the limited availability of insurance,

The Convention on Third Party Liability m the reactor sites continue to store high-level and risk managers must rely on the national legislation
Field of Nuclear Energy-commonly referred to as medium-level waste products on the site and, and principle of "channeling" liability onto the
the Paris Convention-applies to the European therefore, the channeling of liability applies It can operator for primary protection It is prudent to
Community (with the exception of Ireland), Sweden be anticipated that radioactive waste disposal sites incorporate contractual hold-harmless and
Norway, Switzerland and Turkey This convention for high-level and medium-level waste will require exculpatory agreements in supply contracts to
was modified by the Brussels Supplementary licensing similar to that required of reactor supplement and buttress national legislation,
Convention and adopted by most Paris Convention operators In such event, the operator of the waste particularly if the financial requirements of a

4.

signatories disposal site will be absolutely liable for any country for a nuclear installation are unrealistically
The Convention on Civil Liability for Nuclear nuclear-related damages and will be required to low

Damage-the Vienna Convention-was drafted provide financial security in the form of insurance A nuclear power plant is a complex web of

under the auspices of the International Atomic However, lt lS a situation that must be monitored technical systems, operational procedures and legal
Energy Agency and attempted on a worldwide basis by risk managers for any changes when the disposal requirements The same can be said of nuclear
what the Paris Convention has achieved in Europe problem is solved liability insurance, so suppliers and contractors are
However, none of the signatories to the Paris Potential for environmental damage from well advised to review with care any contractual

Convention is also a signatory to the Vienna radioactive waste products must be adequately agreements they may have with nuclear
Convention anticipated and provided for in risk management installations and operators

An attempt known as the Joint Protocol was made programs
in 1988 to reconcile differences between the two While the exposure to loss resulting from nuclear
conventions It also attempted to resolve potential liability is real, the Insurance solution may seem
problems when a nuclear installation located in a somewhat limited It is common for foreign
signatory country of one convention causes damage comprehensive general liability policies to have a
ina non-contracting state or vice versa This latter nuclear exclusion attached The exclusion is Douglas N Smith is up and

cicidcdntty was highlighted by the Chernobyl identsia riimoiflrhetoBtreanneuavce32:en manager Of the International
Inc ' Department Of Johnson & Higgins

National legislation is usually based on these that is attached to domestic CGL policies in New York His column appears

treaties Such legislation generally This exclusion, however, is drafted to respond to the first Monday of every month

./



*«

S

1.:

4,/

%

Buainess Insurance July 8,1991 / 23

Mew angle in Texas comp
By John H. Eggertsen

and Richard H. Moscicki

ACH MONTH, THOUSANDS of Texasemployers are electing to opt out of the Texas
workers compensation system by becoming
"non-subscribers" and thereby potentially
subjecting themselves to negligence lawsuits by
current and former employees who suffer on-the-job
injuries.

The Texas Workers' Compensation Commission
estimates that 40% of state employers are already
non-subscribers.

These employers have decided that the unknown
risks of the Texas jury system are preferable to the
known and escalating cost of staying in the Texas
workers compensation system. Many of these
non-subscribers are providing benefits for
work-related injuries under accident and health
plans that are subject to the federal Employee
Retirement Income Security Act. By doing so, these
employers may have both avoided the excessive
costs of the Texas workers compensation system
and minimized their expoure to unpredictable
Texas juries that are often generous to plaintiffs
in negligence lawsuits. At least that is what a recent
decision of a federal court in Dallas would seem to

indicate.

In Eurine v. Wyatt Cafeterias, U.S. District Judge
Barefoot Sanders held in May that ERISA precluded
a plaintiff from bringing a negligence and breach of
contract suit against her employer in a Texas state ·
court. The plaintiff, who was injured while working
on the premises of her non-subscribing Texas
employer, had sought past and future medical
expenses; compensation for pain and suffering; lost
earnings; and payment for physical impairment and
permanent disfigurement. The case had previously
been removed from state court to federal district

court because the plaintiff was covered by an <
ERISA plan that was maintained by the
defendant-employer "for the purpose of providing
medical, surgical or hospital care and other benefits
(including wage replacement), in the event of an
injury."

Judge Sanders held that ERISA pre-empted all
of the plaintiffs' state law claims because of the
overlap between the type of benefits the ERISA

Damages' C
A Georgia appellate court held that

a landowner's liability insurance
policies providing coverage for
"damages" covered the costs incurred
in undertaking such remedial
pollution measures as are mandated

by the Environmental Protection

Agency.
Atlantic Wood Industries Inc. was

informed by the EPA that its Virginia

woodtreating facility had been
determined to be a hazardous waste

site. Atlantic Wood carried primary
and excess liability insurance policies
with Lumbermen's Underwriting
Alliance, Insurance Co. of North

America, Continental Casualty Co.
and Ranger Insurance Co. The policies
provided coverage for "damages."

Atlantic Wood notified the insurers

of the EPA's determination, but they
denied coverage for the cost of any
cleanup measures. Atlantic Wood

brought a suit seeking to have the
court declare that the policies did

afford such coverage. The trial court
held that only the Ranger Insurance

Co. policy provided coverage.
The appellate court, noting that this

ERISA may provide
employers' defense
for workers' injuries
plan provided and the compensation the plaintiff
sought. According to Judge Sanders, this overlap
made it clear that the plaintiff's state law claims
"related to" an ERISA plan and were thus invalid.
Apparently, the plaintiff's sole entitlement was to
the benefits under the ERISA plan that she was
already receiving.

The key holding by Judge Sanders was that the
workers compensation exclusion found in ERISA
did not apply to the non-subscribing employer's
benefit plan. The plan in question, which only
covered on-the-job injuries, was clearly subject to
ERISA. What was not clear was whether the ERISA

exclusion for plans "maintained solely for the

purpose of complying with applicable workmen's
compensation laws" would carve out workplace
injury claims from ERISA and, thus, from ERISA

pre-emption.

Three earlier federal court ruling had found the
workers compensation exclusion in ERISA
precluded the defendants from invoking ERISA
pre-emption. Judge Sanders declined to follow these
cases.

There appears to have been only one critical
factual difference between Eurine and the three

previous decisions. The employer in Eurine was a
non-subscribing employer, while all of the previous
employers had purchased workers compensation
insurance and were subscribing employers. The
establishment of the on-the-job injury ERISA plan
by the Eurine employer had no legal significance
under the Texas Workers Compensation law because
the employer was a non-subscriber. The purchase of

workers compensation ihsurance by the subscribing
employers in the three previous cases, on the other

hand, entitled those employers to the protections of
Texas law. Therefore, those policies were separately
administered programs established solely to comply
with the Texas workers comp law, whereas the
ERISA plan in Eurine did not meet these criteria.

overs EPA cle
Legal briefs

was a case of first impression in
Georgia, concluded that the better
reasoned decisions find that the term

"damages" as used in the coverage

provisions of the liability policies
include the type of expenditures under
consideration. The court said that

since the policies did not limit the
definition of "damages," then they

intended to use its original meaning.
The trial court decision with regard to
Lumbermen's, Insurance Co. of North

America and Continental Casualty Co.
was reversed.

Atlantic Wood Industries vs.

Lumbermen's, Court of Appeals of
Georgia, July 12, 1990, rehearing
denied July 25, 1990, certiorari denied

Sept. 4,1990 (BI/04/My.-$10).

Beeper' employee's comp claim
An employee established that she

was in the course and scope of

employment when injured in an
automobile accident based upon use

by her employer of a beeper to notify

The decision is an important new development
that Texas employers should consider in deciding
how to deal with their exposure for work-related
injuries. If a Texas employer is a non-subscriber
that extends its medical and disability ERISA plan
or plans to work-related injuries (or creates a new
ERISA plan that provides coverage for work-related
and other injuries), it appears the employer will
have the legal defense of ERISA pre-emption
available in state negligence actions brought by
injured workers. It may also be possible for the
employer to avoid having to face a state court jury
by removing the case to federal court.

In addition, by covering most, if not all, of an
injured worker's economic losses under an ERISA
plan or plans, such an employer will go a long way
toward removing the incentive of an injured worker
to bring a state suit. Further, any trier of fact,
including a Texas jury, may be more favorably
disposed toward such a "responsible" employer.
Finally, it might be possible to design a
non-subscribing employer's ERISA plan or plans in
such a way as to require injured employees to
choose between receiving benefits under the ERISA
plans or suing.

It is expected that Eurine will be appealed.
Irrespective of the outcome, an increasing number
of medium-sized to large Texas employers will
continue to consider non-subscription for a variety
of other reasons.

If Eurine is upheld, the potential legal advantages
presented by ERISA will be added to the savings
that may be achieved by eliminating the
administrative cost of maintaining the two systems
to pay for the same type of claims. I

John H. Eggertsen is an attorney and partner at
Honigman Miller

in Detroit. Richard

Schwartz & Cohn

H. Moscicki is a

consultant in

Dallas at

Tillinghast, a

- a- - i.h- division of Towers,

Mr. Eggertsen Mr. Moscicki Crosby Inc.

anup costs
her of a possible change in work
assign'ment, according to the
Commonwealth Court of

Pennsylvania. Thus, the court upheld
an award of workers compensation
benefits.

Lissa A. Scott worked about 32

hours a week out of the office

investigating claims for her employer.
She used her own automobile and

carried a beeper so that her employer
could contact hdr while she was in the

field. She was required to report to the
office prior to starting her work each

day. On at least two occasions, Ms.
Scott's employer had contacted her on
her way to work to have her go
directly to an investigation scene
rather than report to the office. Ms.
Scott was injured in an automobile
accident that occurred while she was

on her way to work. She filed a claim

for workers compensation benefits. A
referee awarded her benefits and was

later affirmed by the Compensation
Appeal Board. The employer

appealed.
The appellate court concluded that

Ms. Scott's employment was analogous

to that of the traveling salesman
because most of her time was spent
out of the office investigating claims.
The court noted that Ms. Scott's

employment contract required her to
use her own car to perform her job

responsibilities and that her employer
reimbursed her monthly in a fixed
unvouchered amount for the use of her

car. Furthermore, she was required to
use a beeper for contact by the

employer while she was in the car.
Based on these facts, the court was

satisfied that Ms. Scott's injuries

occurred in the course and scope of
her employment.
Septa vs. W.C.A.B. (Scott),
Commonwealth Court of

Pennsylvania, Nov. 7,1990

(BI/02/My.-$10).

These abstracts were prepared by

Cases Unlimited Inc. Copies Of these
decisions are available by sending a

$10 check payable to Cases Unlimited
to Business Insurance, 740 N. Rush St.,

Chicago, Ill. 60611-2590. List the
number for each opinion.
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Part-time benefits
Continued from page 3
57% five years earlier.

Employers' medical costs are in-
creasing 20% to 22% annually, and
"employers cannot absorb it all,"
explained Mr. Beauregard.

Most employers that offer health
care coverage to part-time workers
also offer coverage for those work-
ers' dependents.

Seventy-four percent of the re-
spondents offer dependent cover-
age to part-timers working more

than 30 hours per week; 58% offer
it to those working 20 to 29 hours
per week; and 19% offer it to those

working fewer than 20 hours per
week.

However, very few companies
pay the full cost of health care cov-
erage for part-time workers' de-

pendents.
Six percent of employers foot the

entire bill for dependents of part-
timers working more than 30 hours
per week, while 2% pay the full

cost for those working 20 to 29 |
hour per weell and fewer than 1% Medical costs are up
pay the full ccst for those working

fewer than 20 7ours per week. 20% to 22% a year,
Most surveyed companies offer and 'employers can't

the same number of medical plan
options to the-r part-time employ- absorb it all,' says
ees as they do to their full-time Tom Beauregard.
employees.
Only 6% of employers offer fewer . -

options to part-time employees

working more than 30 hours per those working fewer than 20 hours

week than to full-time workers,, per week.
while 11% offered fewer options to Employers are following the
part-timers working 20 to 29 hours same trend when offering dental
per week and 31% offered fewer benefits to part-timers: They are
options to part-time employees more willing to- offer the benefits,
working fewer than 20 hours a but are less willing to pay the full
week. cost.

Similarly, 97% of employers Again, the biggest jump affected
offer the sam€ level of coverage-- part-timers working 20 to 29 hours
including coinsurance and deduct- per week.
ible requirements-to part-timers Fifty-three percent of surveyed

working more than 30 hours a employers offered dental benefits
week. to these workers last year, up from

This percentage drops to 94% for 40% in 1985. Sixty-eight percent of
part-time employees working 20 to surveyed employers offered dental
29 hours per week and to 76% for benefits to part-time employees

For lost souls...

working more than 30 hours per
week in 1990, compared with 59%
in 1985. And, 17% offered dental

benefits to employees working
fewer than 20 hours a week in

1990, up from 10% five years ear-
lier.

But fewer companies say they
are providing fully paid dental
coverage.

In 1990, 23% of employers paid
the entire cost of dental coverage
for part-timers working more than

30 hours per week, down from 33%
in 1985. The percentage of part-
timers working 20 to 29 hours per
week who received fully paid den-
tai coverage dropped zo 13% in
1990 from 19% five years earlier,
while only 2% of those working
fewer than 20 hours per week re-
ceived fully paid dental coverage
in 1990, down from 3% in 1985.

Among other survey findings:
• Sixty-seven percent of em-

ployers offered employer-paid life
insurance to part-timers working
more than 30 hours a week in 1990,

and unfound sources
1991 DIRECTORIES

Our in-publication directories
make access to services and

suppliers easy. Providing
comprehensive listings in
specialized areas, they give
readers a direct route to better

management techniques,
eliminating frustrating hours
researching lost souls and
unfound sources.

Business Insurance readers and

advertisers alike benefit from our

directory issues - these are
valuable tools offering repeated
use and lasting power.

When it comes to finding the
unfound, the best resource is
Business Insurance.
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while 61% of employers offered
these employees life insurance on a
contributory basis.

The percentage of employers that
offered fully paid life insurance in
1990 drops to 49% among part-
timers working 20 to 29 hours per
week and 15% for those working
fewer than 20 hours a week. And,

only 45% of employers offered con-
tributory life insurance to part-
timers working 20 to 29 hours per
week and only 17% offered con-
tributory life insurance to those
working fewer than 20 hours per
week.

The survey only tracked life in-
surance benefits in 1990.

• The percentages of employers
providing long-term disability
benefits has remained fairly con-
stant over the five years covered by
the surveys.

Fifty-two percent of respondents
offered LTD benefits to those

working more than 30 hours per
week, up from 49% in 1985. For
those working 20 to 29 hours per
week, 32% of employers provided
LTD benefits in 1990, up from 25%
in 1985, while 9% of respondents
provided LTD benefits for those
working fewer than 20 hours per
week in 1990, up from 6% in 1985.

• Paid sick leave was offered by
65% of companies to part-timers
working more than 30 hours per
week in 1990, while 56% offer it to
those working 20 to 29 hours per
week and 28% to those working
fewer than 20 hours per week.

• Eighty percent of employers
said part-time employees were eli-
gible to participate in defined ben-
efit pension plans, while 77% al-
lowed part-timers to participate in
defined contribution plans.

• Just more than one-half of the

companies surveyed said they offer
part-time employment in order to
accommodate their employees'
work and family needs. Nine per-
cent of respondents rated this con-
sideration as the most important
reason why they offer part-time
work.

• Thirty percent of the com-
panies said they offer part-time
work in order to reduce emliloyee
benefit costs, with 13% rating this
factor No. 1 in importance.

Copies of "Survey of Benefits for
Part-time Employees" are avail-
able for $35 from Diane Schuett,
Hewitt Associates, 100 Half Day
Road, Lincoinshire, Ill. 60069; 708-
295-5000.
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ECGD's intention

to privatize unit
comes under fire =ilimm

By MARIA KIELMAS Management System
The msurer now runs a 3 billion

LONDON-Doubts about the ca- pound ($483 billion) deficit, mterest 4 -4.
r

pacity of the private U K political rate subsidies amount to about 500 4.4 i 0,-1
4 :>risk insurance market have Increased million pounds ($805 million) an- d ./ 92

Dover the last two years, and the gov- nually, and claims are eight times ,· F A .., 7 'i' S#
ernment must continue to play a role premium income >*.: & 1 \ fy

m 1=ke==smt p}Z,ZFZZs#2%:G, / ' /5 _
involvement was made by Robert does not aim to recover those losses
Kemp, an independent consultant Sedgwick James' Mr Kemp is a 1 / F i/ J t. 5, I/ mulliand non-executive director of Sedg- director of the state insurer and
wick James Credit Ltd, who spoke at wrote a 1989 government study on

:Za recent conference m London on the the ECGD That report examined the C

future of U K future status of the ECGD 1rl light of
United

i i 1credit export government plans for the civil ser-
.

Kingdom
insurance vice, the coming smgle market m Eu-

The confer- rope, Third World debt problems and
ence was changes in demand for export and
called to dis- political risk coverage The College of Insurance says the influx of foreign students will provide global exposure to Americans.
cuss moves by The Kemp report recommended
the British making changes to the state insurer
government to but retainlng government support for
privatize the political risk coverage The French
Insurance practice-having a state Insurer work College of InsuranceServices together with the private market-

Group, formerly the short-term divi- was deemed mapphcable This led to
mon of the state-owned export credit the recommendation that the insurer
insurer, the Export Credit Guarantee be split up and the ISG establlshed
Department But that recommendation, Mr

hosts French students
Last week in a letter to Parlia- Kemp stressed at the conference, did

ment, Britain's trade Secretaiy con- not necessarily imply privatization By AMY KATZ for master of business administra- students, Ms Landis said Two
firmed that Netherlands Credit In- The short-term division could have tion degree candidates blocks of students will arrive in
surance Co Ltd of Amsterdam filed been set up as a government-owned NEW YORK-The College of In- The United States is just one se- September, two in October, two in
the winning sealed bid for ISG Bnt- company or a statutory corporation, surance will become the New York mester-long stop for the French February and two in March
ain's largest credit insurer, Trade In- he said, though he conceded that campus this fall for students from students Next they will study The College of Insurance's agree-
demnity PLC,and Italy's Assicura- domg so would not have been a "pol- the Institut Superieur de Gestion, a business in Paris and Tokyo ment with ISG lS quite different
zioni Generali SPA were among the itically feasible course at the time" business school in Pans The ISG curriculum at The Col- from other agreements the college
six bidders for ISG Outright privatization, without About 200 French students will lege of Insurance will be structured has with other colleges and univer-

The price offered by NCI was not continuing government guidance on study U S management techniques to demonstrate to the French stu- sities abroad, said Ms Landis
disclosed, but the sale of ISG has pohcy and support in areas m which at The College of Insurance, which dents how U S management "The students (from ISG) will be
been expected to net the government private-Sector Interest was thought to will administer the American pro- works those admitted in France, as op-
anywhere from 50 million to 100 mil- be lacking, was seen as a high-risk gram of the ISG's international "It will make it a more American posed to students transferring
lion pounds ($80 5 million to $161 strategy, he added business management curriculum experience because the classes will from another college," she said
million) Although the Introduction of prl- "The large influx of interna- be run by an American university," She said that The College of In-

The implications for the future of vate capital was envisaged, it was tional students coming into the said Ms Silvi surance's other agreements involve
foreign trade have made the prlvati- suggested that the government college will give our students the Classes, which are taught in En- the college accepting credits from
zation issue the subject of an mereas- should retain a portion of the stock opportunity to be exposed to stu- glish, will be offered in financial other universities and granting
ingly heated debate between Bntain's Another option would have been a dents from other cultures," said management, budgeting, computer those students a degree from the
Conservative government and oppo- "golden share," which would give the Mary Alice Landis, dean of profes- skills, strategic planning, organi- college She noted that enrollees in
sition politicians, insurers, brokers government a voting right for, say, sional programs for The College of zational behavior and the legal and the ISG program still will receive
and exporters five years, even though it did not own Insurance governmental influences on U S their degrees from that institution

No other country has placed its stock That device had been used in According to Ellen Thrower, the businesses Previously, ISG had rented space
entire state-owned short-term credit earlier privatizations to protect college's president, foreign stu- Other students at The College of from the college and administered
Insurance business m the pnvate sec- against hostile takeovens dents already make up 20% of the Insurance will not participate in the program on its own ISG will
tor "Permanent remsurance from the student body the classes now pay The College of Insurance

Previously reinsured by the gov- government through the ECGD was The agreement also benefits the This fall, the program will only to coordinate the program and hire
ernment, ISG iS now placing its 14 seen as essential to support polltical French students by providing them be available for undergraduates additional faculty for the classes,
billion pound ($22 54 billion) remsur- rlsk and national Interest operations "with a more American setting Ms Landis said that next fall said Ms Landis All other aspects
ance treaty in the private market It was suggested that to avoid selec- while they are doing their studies graduate students will also be tak- of the program will be handled by

In addition, undrwriting practices tion against it of all the worst nsks, in New York," said Peggy Silva, ing part ISG Itself, Ms Silva said
will be revamped in the state-owned the government might take a share in academic programs manager for The program will last one se- Because of the large number of
export credit Insurer's remaining the general reinsurance treaty," said ISG in New York mester, or about 18 weeks Ap- students and the college's limited
long- and medium-term divisions Mr Kemp ISG lS an educational institution proximately 200 students will par- housing, the college will work with
Few details have been released about Soon after the government pub- that speciallzes in providing global ticipate each semester They will an ISG coordinator to arrange
the new system, called the Portfoho Continued on next page curricula for undergraduates and arrive in staggered blocks of 50 housing for the students

Texaco captive makes unusual investment
By ROGER SCOTTON with greater returns while mamtam- additional six plays " that you're going to be earning 8% or

HAMILTON, Bermuda-Hedding- BERMUDA ing financial security for the msur- The report added that the mvest- 9% on the surpluses by Investing m
ance operations " ment would take place worldwide traditional markets, the 45% return

ton Insurance Ltd, the Bermuda- A total of $35 milhon was mvested and would include ventures in the that we could stand to get on one
based insurance subsidiary of Texaco ing requirements " in the Texaco drilling subsidiaries Pacific Rim, Latin America, West well looks extremely attractive It's a
Inc, has paid a record $125 million According to its 1990 report, Hed- last year with a further $50 nullion Africa and the United States high-nsk investment with the oppor-
dividend to its parent dington has entered mto what it says earmarked for them m 1991 During Mr Golden said that the $50 mil- tunity of a high reward from a finite

Heddington also has committed is an "aggressive program" of invest- the next four years, Heddington said hon investment planned for this year number of opportunities But this is
roughly $400 million to investment ment m oil and gas exploration Last it mtends to use Texaco expertise to has to be viewed in its proper con- not unknown territory for us We
over the next six years in oil and year, it acquired 70 of Texaco's Li- invest between $250 milhon and $330 text He described it as "011 seed know the oil business "
gas exploration activities bena-domiciled oil and gas dnlltng milhon in exploration activities it de- money" and said that lt "cannot be Mr Golden, who joined a Texaco

"We're on the move, and we're ex- subsidiaries, collectively valued in scribed as "strategically placed to considered overly excessive" when exploration committee that reviews
cited about the future," said Prem- the insurer's latest accounts at ensure a strong competitive posi- seen agamst a backdrop of Hedding- 011 and gas developments worldwide,
dent and Chief Executive Officer Ro- $232,000-a value given to the com- tion " ton's financial strength-with share- said Heddington "lobbied Texaco to
bert Golden, as he explained the panies at their date of transfer to The Heddington report also said holders equity of $693 8 million in get mto the 011 and gas busmess " He
msurer's financial strategy contained Heddington and accounted for as "The new opportunities which these 1990-and the kind of comparative pointed out that Heddington was in-
in the annual report for its 20th year paid in capital contribution investments represent will generate returns it could expect from putting suring the exploration subsidiaries
of operation The Investment Initiative produced significant returns In 1991, it is anti- its money m securities anyway," so why not get Involved in

"We're not getting out of insur- a $312 million loss in 1990, the an- cipated that approximately $50 mil- "We're very profit center-onented fmancing them?
anee, but we are going to be ac- nual report says, but Heddington lion wt11 be expended, acquirmg 16 and we view things in terms of the And, strategies aimed at putting
tively seeking a better return on adds, "It lS believed these invest- new plays (oil fields) and wildcat financial rate of return we can ex- surplus funds to better use are now
funds that are surplus to our operat- ments wlll provide our shareholders drilhngs of eight wells to evaluate an pect," he said "When you consider Continued on next page
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INTERNATIONAL

Export credit siasm (for privatization) may have ness sense, E C directives and the U K plan would make the nation's placed," he noted
overrun the more pragmatic consid- need to provide a new product range exporters uncompetitive in Third The sale of ISG was not the prl-

Contmued from previous page erations and, if so, with hindsight, Greater use of the private msurance World markets, Mr Stephens said, vatization of a monopoly but the sale
lished its proposals for ECGD, a whether this has been for the best," market would reduce risks to the "The debt crisis is not over After of a high-volume, low-margin, cych-
Sedgwick James Credit survey found he said government, he argued debt rehef, it is still difficult to see a cal business m which stock flotation

that many maior U K exporters were The ECGD's Mr Stephens vi- Taking issue with suggestions that country as a good credit nsk" was never an option, he said Poten-

womed They feared that the govern- gorously defended the government only the British government is turn- He argued that "it's not a good tial foreign ownership was also not
ment was movmg faster and farther agency Dubbed "the Pnnce m Ham- ing more toward pnvate markets, Mr idea to provide support to export- seen as a problem "How many ex-
than other governments m curtalling let" by Jack Gill, the conference Stephens pointed out that all E C ers that are not going to be paid" porters know the nationality of their

export credit, leavmg U K exporters chairman and his immediate prede- nations use some private capital m Nor is it true, he said, that the freight insurer?" asked Mr Stephens
uncompetitive m world markets, Mr cessor at the export credit agency, export credit coverage arrangements pnvate market is losing its appetite Widespread criticism over selling
Kemp said They also feared that a Mr Stephens responded that he felt The ISG sell-off does not mean for political nsk ISG's basic remsur- the unit in a recession was misplaced,
privatized ISG would not provide more "like Hamlet's skull " that government support for export- ance treaty had been oversubscnbed he contended Whoever buys ISG vall
enough reinsurance for political Contending that the ISG sell-off ers' medium-term risks 15 being in the market, said Mr Stephens have to adopt a long-term view, so
nsks, he said was not polltically inspired, Mr Ste- withdrawn, he said "Supplementary cover against cata- there was neither a right nor a wrong

"One does wonder whether enthu- phens said the sale grew outof bum- Respondmg to criticism that the strophic losses has also been over- time to sell it, he said

Safety record faulted in Australia BERMUDA

SYDNEY, Australia-Five hun- prospects for restoring short-term Continued from previous page down from $113 8 million in 1989

dred Austrahans are killed m work- GLOBAL BRIEFS trade credits to these countnes First, common corporate practice, he and $127 2 milhon m 1988
place accidents every year, according bank regulators should adopt a flexi- added According to Mr Finley, the com-
to the National Occupational Health ble attitude to provisions for such Heddington's new investment pany pollcy was not to show a steady
and Safety Commission for the last two years They say UAP credits as countries emerge from debt plans overshadowed a $17 million stream of dividends back to the par-

Dr Ted Emmett, chief executive is widely beheved to have acquired problems And second, export credit drop m underwriting mcome to $37 ent and that future payments would
of the commission, said Australia's up to 30% of Alhanca, board repre- Insurance agencies should be ready to milhon According to the company's be made only when GTE RE's finan-
workplace health and safety record sentation and management control insure a greater portion of the rtsk 1990 results, net premiums earned cial condition was "appropnate "
is "relatively poor " after its initial partial privatization where private capacity is lacking fell to $56 7 milhon from $72 9 mil- The dividend was unveiled in a

"It is time employers at all levels- in 1990, even though government Commercial banks are generally hon m 1989, while underwriting ex- financial statement showing that
whether large organizations or small rules cap foreign ownership at 10% well-positioned to assess the nsks of penses remained flat at $52 9 milhon, GTE RE was able not only to re-
businesses-reallzed that good occu- The government has since Indicated medium-term trade projects But that including a $443 million provision duce its underwriting losses-to
pational health and safety pays off in it will relax those restrictions is not enough, said Mr Schulman for losses and loss expenses Invest- $31 4 million last year from $55 mil-
human and economic terms," he said UAP reportedly bought its extra Banks also need assurances from host ment mcome dropped to $836 mil- hon m 1989-but also to turn a rec-

"What we need is a cultural change Allianca stock through Portuguese governments that they will not un- hon last year from $92 1 milhon to ord $13 3 milhon net loss into a $9 7
in the workplace, a move to the man- nommee companies and controver- dermine the viability of prolects produce total operating mcome of milhon profit
agement culture which considers the sial purchases from Alhanca employ- through domestic pollcy changes and $886 milhon, down from $114 9 mil- The primary cause of the under-
health and safety of workers a key ees coverage from official export credit hon m 1989 writing improvement, Mr Finley

priority and which regards high rates Mr Bazy said he is aware of the agencies agamst sovereign default Stockholders equity fell to $6938 wrote in the report, was "the. ab-
of accidents or disease as totally un- stock market's behefs but would not His letter followed an IIF state- milhon m 1990 from $7612 million sence of a special charge recorded
acceptable," Dr Emmett said comment on them ment earlier this month urg.ng banks the previous year, while total assets in 1989, m hght of confirmed dete-

Of the roughly 500 deaths from Privatization of the remaining and official export credit agencies to declmed to $111 bilhon from $1 19 noration m old underwntlng years,
workplace accidents or illnesses last tranche of Allianca stock m May cooperate more to ensure that ade- bilhon m 1989 to strengthen reserves "
year, about 300 were due to asbestos- proved a disappointment, and the quate msurance facilities are avail- The company blamed the lower Net premiums earned m 1990 were
related mesothehoma, he said government was obhged, through ltS able for Third World trade premiums on a restructuring of Tex- $74 2 milhon, down from $100 1 mil-

Figures from private and govern- IPE holding company, to buy back its "Agencies' ability to shoulder rlsk aco units that had accounted for 80% hon in 1989 Property and casualty
ment-run workers compensation u- own shares in Allianca as well as to could be improved by the mtroduc- of Heddmgton premium mcome, but premiums were $682 milhon of the
surers showed there were also more persuade UAP to Increase its stake to tion of poolmg or reinsurance facih- predicted that the volume would sta- 1990 total, with hfe premiums mak-
than 160,000 occupational injures 40%, the stock market analysts say ties between agencies This would bilize in 1991 Ing up the remaining $6 million

that required at least five days off "Pnvatization of Portuguese com- help utllize individual agencies' un- Mr Golden said that although Claims and benefits paid fell to
work, he said panies is not so much about owner- used limits for particular borrowing Heddington's profits tumbled by $84 8 million last year from $122

The direct cost of workers com- ship as about control," said one Lon- countries It also would help agencies 50%, its net income of $573 milhon million in 1989 Investment income
pensation claims in the 1990 fiscal don analyst " An d once the spread their present concentrated "remamed sound " from a $481 milhon securities portfo-
year was $4 8 billion Austrahan ($37 pre-revolutionary owner of a com- risk more evenly, although lt would "The reduction (in earnmgs) was ho fell marginally to $41 1 milllon
billion U S at current exchange pany or a foreign bidder has gamed require a change m agencies' current due to the impact on reserves for Claims and benefit reserves de-
rates), he said control, no one else is mterested in concentration on national exports environmental claims, the new 011 clined to $401 million from $420 9

Dr Emmett said data on work- buymg the stock, which the govern- Poolmg would improve the insurance and gas exploration expenditures and milhon in 1989 "primarily as a re-
place accidents from all the Austra- ment had overpriced anyway " characteristics of their portfolios," decreases m investment yields and a sult of a prepayment on a loss portfo-
han states is being compiled and wlll Mr Bazy reiterated that he would the IIF wrote lowering of the mvestment base," the ho contract," according to the annual

be available in August not comment on market rumors The IIF, whose 170 members are insurer's annual report said It added report A breakdown of reserves m
-By Kate Mellwame Some of the future strategy of the primarily international commercial that after allowing for the $125 mil- the report shows case reserves of

enlarged Alhanca has already been banks, serves as a center for the dis- lion dividend to Texaco and the new $161 4 million and reserves for m-

New Portuguese insurer finalized semination of mformation, focusing oil and gas investments, Hedding- curred but not reported losses of
The new entity will form part of on middle mcome countries, and as a ton's "average mvestment base" fell $160 4 milhon

PORTO, Portugal-Recently priva- the UAP general group and will ben- forum in which ltS members can by about $185 million "The decision to cease writing

tized Allianca Seguros S A lS the efit from UAP's underwnting capac- communicate with the debtor coun- And, the report observed, "despite third-party business was the key
linchpm m a newly merged group of ity," Mr Bazy said He added that tries, international financial mstitu- many difficult conditions and a vola- driver in the dechne in premium m-
insurers that lS expected to be a industrial insurance is "one of the tions and regulatory agencies, said a tile market which saw the insurance come," the annual report said
leader m the Portuguese market malor points to develop " spokeswoman for the group market capacity of limits shrmk m During 1990, GTE RE continued

The as-yet-unnamed group has He also noted that UAP, through -By Mana Kietmas size and pnces harden and even in- to manage the runoff of its non-re-
emerged as a result of a complex the new msurance group, is conclud- crease, Heddington was able to hold lated reinsurance book, which in-
series of acquisitions and only partly ing an agreement with the Portu- RIMS/AEAI meeting its position and capacity and achieve cludes the liabilities of insurers
successful pnvatizations over the last guese government-owned bank, a decrease in the overall insurance worldwide, but primarily in the
two years Banco de Fomentoe Extenor, to mar- NEW YORK-The final program premiums for Texaco " United States, accordmg to the an-

Union des Assurances de Paris, ket hfe and financial products is set for the International Risk Man- nual report "This year we developed
France's largest insurer, holds 40% -By Mana Kzelmas agement Conference to be held in GTE Re pays dividend a means of momtoring loss develop-

of the new group and effectively con- Monte Carlo Oct 13-16 ment of our contracts to give us
trols it The other shareholders in- Export credit assistance The conference, sponsored by the GTE REinsurance Co Ltd , the warning of problems which need

clude the Portuguese state holding Risk & Insurance Management So- property/casualty unit of telecommu- early Investigation "
company, Investamentos e Participa- PARIS-Industrial nations' gov- ciety Inc and the European Assn mcations giant GTE Corp, has an- Other developments last year grew
coes de Estado, and Mague, a Portu- ernments, which are considering cuts of Risk Managers, will view risk nounced ltS first cash dividend pay- out of GTE RE's dissatisfaction with
guese subsidiary of Swiss/Swedish in interest subsidies on export fi- management issues and trends like ment smce 1983 the traditional methods of setting

englneenng conglomerate ABB Asea nance and strict new rules on aid globalization and the emergence of a According to its 1990 financial premiums for GTE Corp 's primary
Brown Boven Ltd credits, should make their export unified European market statement, the Bermuda-based sub- casualty nsks

According to Dominique Bazy, fi- credit insurance facilities more flen- Four plenary sessions w111 address stdiary paid its parent $19 million "The challenge," wrote the man-
nance executive at UAP m Parts, the ble and their financing terms more the changmg msurance market, me- last year The figure compares with aging director, "is to determme the
French insurer acquired a 1 5% stake attractive to commercial lenders to gatrends affectmg risk management, $85 million in 1983 and ends a premium that win equal losses plus
in Porto-based Allianca early last boost trade with poor nations, a the risk manager of the future, and seven-year dividend dry spell which expenses year after year In the past,
year after the Portuguese government banking institute says Eastern Europe the reinsurer used to help build up we have (set premiums by) tradi-

pnvatized 49% of the company The To revitalize trade in the after- A series of concurrent seminars capital and surplus durmg the early tional expenence rating methods of
remaining 51% of Alhanca was sold math of the 1980s debt crisis, the will cover a range of mtemational 1980s when lt needed a strong bal- the Insurance mdustry They have not
off at the end of May 1991, at which poor nations need better pollcies But topics All seminars feature rlsk man- ance sheet to attract non-related proven entirely satisfactory because
point UAP increased ltS stake to there is also a need for greater coop- agers from major corporations and commercial remsurance business of the uncertainty of decisions m US

11 77%, Mr Bazy said eration between private and govern- key executives from Insurance service Fred J Finley, managing director courts and the dynamic and diverse

Since then, UAP bought another ment creditors, said Horst Schulman, firms and organizations and chief operating officer at GTE nature of GTE To address this prob-
20% of Allianca and also acquired managing director of the Washing- Registration fees are 5,400 French RE, said that since the company lem, we have developed a way to
control of Portugal's seventh4argest ton-based Institute of International francs ($872 50 at current exchange stopped underwriting non-related identify and quantify risks that have
Insurer, Cia de Seguros Garantia Fmance, m a recent letter to Jean- rates) for risk managers and 7,600 nsks in 1989 and now reinsures only not, as yet, resulted in losses "
That company, together with the Claude Paye, secretary general of the francs ($1,228) for others Academics the property, casualty and life nsks Mr Finley noted that total assets

French insurer's two Lisbon-based Paris-based Organization for Eco- and students pay 2,500 francs ($404) of GTE Corp and ltS afftliates, "we declined by $37 1 million last year
subsidiaries-UAP Portugal and nomic Cooperation and Develop- Payment is acceptable only m French don't need as much capital and sur- to Just under $594 milhon
UAP Portugal Vida, a hfe insurer- ment francs, by check or bank transfer plus on our books " Mr Finley blamed this on the run-

unll lom forces with Alhanca m the Mr Schulman did not list specific A conference program and regis- Even allowing for the 1990 divi- off of the company's third-party
new holding company, Mr Bazy said countries, but pohtical risk insurers tration matenals are available from dend to the Stamford, Conn -based busmess and a resulting 432% drop

Stock market analysts in Lisbon, say the nations are Brazil, Nigeria, Sally Greene, RIMS Monte Carlo parent, the Bermuda company still m reinsurance balances receivable-
Parts and London have been follow- India, Egypt and Bangladesh Conference, 205 E 42nd St , New finished the year with total share- $41 2 minion last year agamst $72 6
ing Portugal's prlvatmation program He cited two ways to improve the York, N Y 10017 • holders equity of $104 6 million, milhon m 1989



surer's success in medical mal-

practice insurance has enabled it Capacity seen delaying market turnCont:nued from page 2 to expand other segments of ltS
cialty lines of business commercial lines business, Mr

From a balance sheet standpoint, Fong said Conce(ling that St Paul By JUDY GREENWALD alization that combined ratios are that "overzealous" state regulators
AIG has good cash flow and is "a has been criticized for this strat- actually a lot worse than have been will try to stop insurers from rais-
company that is well-capitalized," egy, he reasoned that it lS the same NEW YORK-Abundant capac- reported In addition, insurers' re- ing rates sharply once the market
Ms Vogel said "I'm going to stick strategy that has been successfully ity may delay a turn in the com- turns on equity must plummet, does turn
with the one I think has a proven followed by Chubb and AIG and mercial property/casualty market which certainly will not happen in "I think some federal interven-
record " will prove to be successful for St for another 12 to 18 months, warns 1991, barring a major catastrophe, tion is inevitable," said Mr Busti,

AIG stock was trading at $8425 Paul as well Its brokerage opera- an Insurance executive he said especially when you consider that
on June 28 tions, he added, have not done as Although a market hardening Mr Busti predicted a shakeout of each state has a different solvency

Michael Lewis, first vp for Dean well, but are poised to take advan- could come earlier if the industry's the insurance industry over the statute There should be some uni-
Witter Reynolds Inc in New York, tage of a turn in the market capacity shrinks, that is unlikely, next few years It has already hap- form oversight, perhaps in the
selected Chubb as his favorite in- St Paul's stock was trading at said Dennis R Busti, president and pened in other industries, he said, form of federal guidelines that
surer stock $62 75 on June 28 chief executive officer of New. and "insurance is not all that dif- states would follow, he said

"The feeling is we're taking a A Michael Frinquelli, managing York-based Reliance National In- ferent " However, the next several years
cautious approach in (selecting) director of Salomon Bros in New surance Co There are too many insurers now will see a hodgepodge of legislation
Chubb," Mr Lewis explained York, selected Berkeley He se- "Right now, we Just don't see it in the market, Mr Busti contends, and regulation hampering what in-
While insurance stocks have per- lected the Greenwich, Conn -based We just see too much capacity," which results in too much supply surers can do, Mr Busti said
formed well over the past several company not for its strength in the Mr Busti said during a session at for the given demand Also speaking at the session was
months, either the soft market soft market, but for how well it an annual insurance symposium Following an industry consolida- Paul Ingrey, president of FUG Re,
must turn or something else must will perform once the market sponsored by the Assn of Insur- tion, companies will re-emerge a unit of USF&G Corp in Morris-
occur to boost commercial rates for turns ance & Financial Analysts last with a long-term strategy and town, NJ, who said there are no
the prosperity to continue Berkeley, put simply, is a cycle month m New York identify their place in the market, Impending changes in the market

And "we cannot see the end of player" and the property/casualty In fact, Mr Busti noted that in- he said "We're limping along Nothing is
the soft market in sight," he said insurance cycle must eventually Surers' returns on equity are "still Reliance National, for example, really happening today, nothing

In light of these conditions, turn, "we just don't know when," not horrendous," which could has identified specialty lines as the substantial that iS "
Chubb won't "trip over itself" and Mr Frinquelh said If the market delay a market turn "wave of the future" and is focus- Mr Ingrey also questioned pre-
is a "relatively safe stock" to own does turn next year, Berkeley will The market still is very competi- ing on them, he said dictions that the next turn will re-

and hold pending a turn in the be a "great 1992 stock," he noted tive, Mr Busti said, adding that Reliance National has positioned semble a gentle, U-shaped curve,
market-unless the stock becomes Berkeley's earnings potential the property/casualty industry's itself well to capitalize on changes as opposed to a sharp V-shaped
ridiculously overpriced, cautioned following a market turn is one rea- true combined ratio likely is higher in the industry, Mr Busti told the curve the symbolized that market
Mr Lewis sons to purchase the stock, Mr than the 108% to 109% reported for analysts, but he warned that other turn of the mid-1980s

Over the last four years of the Frinquelli said Assuming that pre- the first quarter because of ques- insurers still have to make "I've never seen a U-shaped re-
soft market, Chubb's growth- mium rates rise to two-thirds of tionable asset quality, including changes covery I don't know what one
compound earnings growth of 13% their 1984 to 1986 levels, Berke- reinsurance recoverable problems Mr Busti also noted that the looks like," he said The insurance
and a return on equity in the mid- ley's earnings per share could There are also questions about controversy over regulators' role in industry may be capable of pro-
teens-has been "quite impressive, reach close to $8 compared with $3 whether insurers' cash reserves are the insurance industry is one way ducing such a recovery, Mr Ingrey
he said, adding that its return now, he said adequately keeping up with infla- this soft market differs from ltS added, but he said he did not know
could lump to 20% once the market Berkley is a "nice, clean, tion, said Mr Busti predecessor in the early 19805 how it would come about

turns He also pro]ects double- straightforward play in the under- "We're now a very soft market," State regulators and the Na- The session was moderated by
digit earnings growth in its prop- writing cycle," said Mr Frinquelli particularly for commodity-type tional Assn of Insurance Commis- Gloria Vogel, associate director of
erty/casualty business Berkeley's business is divided business, he summed up sioners are now nervous about fed- Bear Stearns & Co in New York,

With a 2-to-1 premium-to-sur- into three segments, Mr Frinquelli Mr Busti said for rates to turn, eral intervention, he said, and by Rosahe M Holowinsky, as-
plus ratio, the Warren, N J -based explained regional property/ca- insurers' cash flow must "really something that was not suggested sistant vp at Bank of New York in
Insurer has enough capital funding sualty, which accounts for about dry up " There must also be the re- 10 years ago Mr Busti predicted New York
to take advantage of market condi- 25% of its business, specialty lines,
tions once rates finally begin to in- which accounts for 60%, and its in- Excessive punitive awards to haunt public: Insurer
crease surance services or the manage-

"Obviously," Chubb's move to be ment of self-insurance plans,
a specialty writer has "paid off which accounts for the remaining
quite well," with this segment now 15%
accounting for about 70% to 75% of Berkeley's balance sheet also is The litigation lottery'
its business, up from only about "clean," he said, referring to ]unk
30% in the mid-1970s, Mr Lewis bonds By JUDY GREENWALD plete data is available-the num- surers must make the public aware
said Berkeley was trading at $29 50 ber of awards of at least $1 million that "they will bear the ultimate

Junk bonds and non-performing on June 28 NEW YORK-Insurers must nationwide had increased by cost" of high awards, said Mr Up-
securities only account for 1% of Ira Malis, vp at Alex Brown & make the public aware that lt W111 22 4%, to 588, said Mr Upchurch church

its investment portfolio, about the Sons in Baltimore, recommended ultimately bear the cost of high pu- Recent cases that have resulted Also speaking at the session was
same portion as real estate, he Harleysville Group Inc of Har- nitive damage awards, says an in- in big awards Include a $21 5 mil- Christopher J Cavallaro, treasurer
pointed out leysville, Pa Mr Malis, who said surance company attorney lion Missouri lury award against of the ARC Consulting Group,

Chubb stock was trading at he is more optimistic than others Punitive awards serve two pur- Chesebrough-Pond's USA Co and based in Mineola, NY, which spe-
$69 75 on June 28 that the market would turn in the poses, said Samuel E Upchurch a potential $39 million settlement cializes in directors and officers

Thomas V Cholnoky, vp at next 12 months, said he selected Jr, vp, general counsel and secre- by Johnson & Johnson in the 1982 liability coverage
Goldman, Sachs & Co in New Harleysville as a company with tary at Torchmark Corp of Bir- Tylenol deaths (BI, May 20) Mr Cavallaro noted that D&0

York, selected Kemper Corp as his proper leverage to benefit from a mingham, Ala The "litigation lottery" and the rates today still are much higher
top insurance stock pick property/casualty market turn- First, they redistribute wealth fear of high awards puts pressure than they were "when the market

Among the reasons for his selec- around from insurers "to the trial lawyers on insurers to settle cases that they hit the wall" in 1985
tion is the recent sale of 25% of ltS Harleysville was trading at $31 of the world" who represent plain- once would have taken to trial, Mr Quality insurers writing D&0
iunk bond portfolio, which, he on June 28 tiffs, he said Upchurch said Insurers also must coverage include Chubb Corp,
said, has not fully been reflected in The performance of the overall Secondly, rather than being con- use more experienced-and expen- which is interested in writing only
the company's stock price The stock market could have a bearing servative and fair, as they were in sive-attorneys to defend against "clean, pristine" business, and
Long Grove, Ill -based insurer also on when the insurance market will the "old days," they act as a "liti- these claims American International Group
has an "extremely diversified port- harden, analysts noted gation lottery" for outrageous For the present and future, said Inc , which writes "across all
folio," with 125 different issues A flat or slumping stock market awards, Mr Upchurch said at a Mr Upchurch, "the fight con- lines "

Mr Cholnoky also pointed to could limit insurers' surplus session during an annual insurance tinues " He noted that the Ameri- Mr Cavallaro noted that where
Kemper's property/casualty busi- growth, prompting a quicker mar- symposium sponsored by the Assn can Law Institute, whose members once an insurer would write a $20
ness, which includes personal lines ket turn, Mr Frinquelli said of Insurance & Financial Analysts include judges, law professors and million D&O policy and retain $13
and small commercial lines in the "When statutory surplus goes last month practicing lawyers, has recently million of that risk, insurers today
Midwest, and its reinsurance oper- down, prices will go up " Multimillion-dollar awards, suggested sweeping changes in the want to cede more of their D&0
ations as among the reasons he rec- Mr Lewis commented that if the which lead to liability insurance tort system to make awards more risk to reinsurers
ommends the company's stock stock market had continued to "go rate increases as well as coverage predictable (BI, April 29) Rates may move up or down 10%,

"Both segments should do very south" last October, rather than restrictions or elimination, peaked In addition, the Bush adminis- he said, but generally he sees no
well in '91 off a depressed base rally, the insurance market would in the mid-1980s, said Mr Up- tration has proposed that states significant changes in D&O insur-
m '90" because of catastrophe have already hardened church cap awards for pain and suffering ance in the near future
losses, said Mr Cholnoky However, Mr Lewis said he is At that point, he said, trade as- in medical malpractice cases at Financial institutions are the one

Reinsurance is a "very opportu- currently looking for the insurance sociations joined with doctors and $250,000, said Mr Upchurch (BI, exception, rates there are likely to
nistic business," said Mr Chol- market to continue to bump along business groups to press for tort May 20) increase significantly, he said Mr
noky "I think this segment is very the bottom of the cycle-perhaps reform The proposal would also encour- Cavallaro also pointed to the ac-
well-positioned to take advantage for a long time They were by and large sue- age states to eliminate pain and countants professional area,
of a turn in the cycle when lt does Ms Vogel commented that the cessful suffering liability for non-eco- where, he said, nobody has made
turn, and in the meantime still insurance market will turn when In 1986 and 1987, 33 states had nomic damages, eliminate the col- money in the past 10 years, nor
provide pretty good earnings " conditions get so bad that top ex- approved some sort of tort reform, lateral source rule and encourage l S anyone likely to make money

Kemper stock was trading at $33 ecutives "begin to worry about los- and by 1990, the number had in- alternative dispute resolution in in the next 10
on June 28 ing their jobs " If forced to make a creased to 45, he said medical malpractice cases, said Mr Cavallaro warned that with

Harry Fong, senior vp with Con- prediction, she said she thought But, ]ust as industry became Mr Upchurch Under the proposal, plaintiffs' attorneys becoming
ning & Co in Hartford, Conn, se- the market would probably harden complacent on the issue of tort re- states that failed to enact these more sophisticated, among other
lected St Paul, which he said lS the late next year form, trial lawyers have "coun- reforms would lose 1% of their fed- factors, the costs associated with
nation's largest writer of medical Mr Cholnoky said that although terattacked" in both state legisla- eral Medicare and 2% of their fed- D&O insurance will not go down,
malpractice insurance he thinks insurance market condi- tures and the courts In addition to eral Medicaid funds but are "going to go up "

"Medical malpractice is an ex- tions are bad enough that the cycle convincing courts that some tort Meanwhile, new torts will con- Also speaking at the conference
tremely long-tall business," said should turn today, he does not ex- reform laws were unconstitutional, tinue to evolve, said Mr Upchurch was Peter I Sheft, an attorney
Mr Fong, who noted that he con- pect a turn until 1992 plaintiffs' attorneys have also filed He warned that jury awards could with Sheft & Sheft in New York
tinues to believe St Paul's reserves Moderators for the session were many new suits, with new theories remain large as long as juries re- Moderators were Norman Ro-

'are in excellent shape " G Alan Zimmermann, first vp for to support punitive damages, said tam the discretion to set the size senthal, a principal with Morgan
"We do believe the company lS Prudential Securities Inc in New Mr Upchurch The only way out, he said, is Stanley Group Inc m New York,

still redundant," he said of St York, and Amy de Rham, vp for Now, the number of large Judg- for state legislatures to limit puni- and Terry Shu, managing director
Paul's reserves Massachusetts Financial Services ments has started to rise again In tive damages and to introduce of J P Morgan Investment Man-

The St Paul, Minn -based in- in Boston I 1989-the last year for which com- other safeguards, he said And in- agement in New York
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Recession survey New York office of A Foster Hig- sponse to cyclical economic
gms & Co Inc, agreed Managed changes," he explained Recession's impact

Continued from page 1 care has been on the minds of em- "The most frequently stated 22% of employers have changed, or plan to change, their healthbecause of the recession, 62% said ployers for the past decade, he changes involved 401(k) plans-
they were requiring employees to said But many companies have particularly the reduction or dis- care plans due to the recession.
share in the cost of health insur- held back, afraid of angering continuation of employer matching
ance premiums or were increasing workers and unions contributions," Mr Davidson 62% Introduced or increased employee share of premiumemployees ' share, 53% said they "Until recently, companies were noted
were adding managed care ele- making tons of money and saw no Benefit experts agree that a re-
ments, 42% were implementing or reason to incur negative employee cession is a practical and predict- 53% Added managed care concepts to plan
increasing deductibles, 32% said feedback by restricting coverage able time to redesign employee
they were increasing employee Now, the benefits departments at benefit plans and that scaling back
coinsurance, 24% they were mak- many companies are being told to employee benefits may improve the 42% Introduced or increased deductible

ing other unspecified changes, and cut their budgets by 15% and man- balance sheet in the short-term
5% said they were limiting eligibil- aged care can do that by Itself," Over the long-term, however, cut- 32% Increased employee share of coinsuranceity for new employees

"I wouldn't say that the changes 1
being made are particularly shock- 'Employers seem to feel that a recession is a good 5% Limited beneift eligibility for new employees
ing," said Craig J Davidson, a re-

time to cut back on benefits. Employees tend to besearch associate with the IFEBP Source I 1 Foundation ot Emolovee Benefit Plans

GRAPHIC BY HOLLY SEGUINEand author of the study more receptive to changes because they're aware
"I think this study documents benefits plan management with past nine months due to the re-

what many people have thought- of the tough times the company is going through, ,

Jacksonville, Fla -based Barnett cession, while 72% had not made
that cost-shifting and a recession says Mr. Davidson, the survey's author. Banks Inc , noted that if a company temporary cutbacks, the survey
go hand-in-hand Employers seem is "struggling for its very exis- found
to feel that a recession is a good - tence, I can see how benefit During a temporary layoff, 40%
time to cut back on benefits Em- changes woild become necessary, did not extend any non-mandatory
ployees tend to be more receptive Mr Eicher explained ting back can prove to be a disad- especially if the company was benefits to laid-off, non-union em-
to changes because they're aware The survey found, however, that vantage, they pointed out maintaining a rich plan " ployees, 24% subsidized health
of the tough times the company is only 5% of the respondents have I'm not surprised that a signifi- Benefits are used most fre- care coverage, 23% subsidized
going through," he said changed or plan to change their re- cant number of employers are quently during a recession, she COBRA coverage, 21% provided

Mr Davidson added that the re- tirement plans because of the re- seeking to better manage the bot- pointed out 'Employees fear being group life insurance, and 14% pro-
ported health insurance cutbacks cession tom line at a time when profits are laid off Thus, they tend to get the vided some other, undefined bene-
usually were not decided upon "For the most part, the recession dipping," said Bryan Lane, a prin- teeth worked on or have that sur- fit
overnight has not affected the design of re- cipal with TPF&C, the benefit con- gery that they may have been hold- A larger percentage of respon-

"Most of these moves hav@ been tirement plans," Mr Davidson sulting unit of Towers, Perrm, For- mg back on " dents-34%-had permanently re-
in the works for a number of said ster & Crosby Inc in Stamford, While the IFEBP survey did not duced their workforce within the
months Managers realize that this "Common wisdom suggests that Conn specify the size of its respondents, past nine months due to the re-
is a good time to cut back," he most plan sponsors consider retire- That maneuver can prove dan- one expert said benefits at smaller cession, while 65% had not and 1%
said ment plan changes with a long- gerous down the road "Assuming firms have suffered the most dur- did not respond

Robert Eicher, a principal in the term perspective and not in re- the economy recovers, employers ing the recession Of those that had permanently
that cut back now Strictly because "I would hypothesize that most cut their payrolls, 84% provided
of the recession could be faced firms making benefit changes be- severance pay to terminated non-

M&M offices omitted from directory with playing catch-up m a shrink- cause of the recession are smaller union employees, 64% provided
ing labor pool in future There will companies with fewer than 500 outplacement support and coun-

Several Marsh & MeLennan Cos Inc international office loca- likely come a day when they'll have employees These companies oper- seling, 32% subsidized health care
tions were inadvertently omitted from the geographical directory of to compete for employees with ate on thinner margins and are coverage, 25% subsidized COBRA
agents and brokers published in the July 1 issue benefits," said Mr Lane more reliant on working capital," coverage, 25% also provided group

Besides the offices listed in that issue, M&M offices are 10- "Benefits are an enormous ex- said R T Whitman, a partner with life insurance, 12% provided some
cated in

pense, but it doesn't make sense benefit consultant Kwasha Lipton other, undefined benefit, and an-
• Birmingham, Bristol, Carlisle, Exeter, Hitchin, Leeds, Liver- to look at Cost-containment only in Fort Lee, N J other 12% provided no non-man-

pool, London, Manchester, Milton Keynes, Newcastle, Romford, when times are bad," said Martha "They also have been more pa- datory benefits
Sidcup, Southampton and Tonbridge, England Clark, manager of benefits and ternalistic in past years They have The IFEBP survey did not ad-

• Osaka and Tokyo, Japan compensation with Wells Fargo tried to hold off on cutting bene- dress benefits provided to laid-off
• Seoul, South Korea Bank N A in San Francisco "Un- fits, but now the economic realities or terminated employees covered
• Kuala Lumpur, Malaysia 6 less it's a matter of business sur- have become too great," Mr Whit- by collective bargaining agree-
• Singapore vival, we wouldn't make a plan de- man said ments

• Dubai, United Arab Emirates sign change as a result of a The IFEBP survey also looked at
• Auckland, Christchurch, Dunedin, Hamilton, Napier, Tauranga recession You have to look at the the benefits extended to non-union A free copy of "The Economic Re-

and Wellington, New Zealand long-term perspective and realize workers who were temporarily and cession and its Impact on Em-
• Belfast, Northern Ireland that changes should be made be- permanently laid off as a result of ployee Benefits" 28 available from
• Aberdeen, Dundee and Glasgow, Scotland cause of health care cost inflation the recession the International Foundatzon of
• Douglas, Isle of Man Also, a recession is when employ- Twenty-eight percent of the re- Employee Benefit Plans, P O Box
• Cardiff, Wales ees need benefits the most " spondents had temporarily re- 69, Brookfield, Wis 53008,414-

Catherine Corse Wooster, vp- duced their workforce during the 786-6700
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Mission ruling These 160 companies-which muted their contracts, including "They cannot be interposed as 'lustice requires that defendants
reinsured Mission directly rather PRMC participants and direct bases for recision of defendants' first perform their obligations as toContinued from page 1 than through the PRMC pool-owe reinsurers, according to Ms reinsurance agreements or as a de- claims made and IBNRs as a con-tion the California Court of Ap- a total of about $567 million in McCain fense to the (liquidator's) actions dition to the granting of any 'reliefpeals for an immediate review of present value claims, according to About 28 of the PRMC reinsurers to enforce those agreements," he based upon recision,' " the ludgeJudge Lewin's ruling, according to Ms McCain have continued attempts to rescind wrote found

Bruce Friedman, a lawyer with If those reinsurers are also their participation in the pool, Judge Lewin also concluded that After honoring their treaties,Kroll & Tract in New York, repre- barred from rescinding their con- though, arguing in litigation in Los sections of the California insur- PRMC reinsurers may pursue theirsenting six of the reinsurers tracts-and the rulings are not Angeles Superior Court that PRMC ance code dealing with insolvency fraud allegations in claims against
"I do not feel there is any legal overturned-Mission's liquidator and Mission officials misrepre- forbid the reinsurers from rescind- the Mission estate, where they will

support for the position he cites stands to collect a total of about sented the pool's business to in- ing their contracts because recision stand behind the higher-priorityin his ruling," Mr Friedman said $772 million from the PRMC rein- duce them to Join and remain par- would create an unfair preference Mission policyholders, JudgeHe added, however, that the de- surers and the direct reinsurers ticipants for reinsurers against Mission's Lewin wrotecision in favor of the Mission estate Lawyers for Mission's direct The hquidator filed motions to policyholders If the reinsurers prove their case,was "no surprise " reinsurers, though, are unsure their claims could "be paid proIn a 1989 ruling, Judge Lewin whether Judge Lewin's ruling can rata with all the other claims byseverely restricted Mission rein- be applied to their clients Although the reinsurers presented evidence others inlured by any machinationssurers' ability to offset amounts "The ruling as it is, without ad-
of the alleged misrepresentations 'in of the principals of Mission and/orthey owe the estate against ditional findings, really cannot be PRMC," the judge concludedamounts Mission owed them under logically extended to" Mission's excruciating detail,' the reinsurers may Any recovery probably wouldn'treciprocal reinsurance agreements direct reinsurers, said Edward amount to much, observers note(BI, May 29, 1989) Boyle, a lawyer with Wilson, Elser, not use the misrepresentations to deny liability, The PRMC reinsurers "won't beA state appeals panel later over- Moskowitz, Edelman & Dicker, a

says Judge Kurt J. Lewin. getting much, if anything" if theyturned that ruling, and the issue New York law firm which repre- are forced to seek damages againstis now pending before the Califor- sents more than two dozen Mission the Mission estate, noted Jonathannia Supreme Court (BI, Jan 8, reinsurers
Bank, a lawyer with Buchalter,1990) Judge Lewin found that PRMC bar the recisions, and Judge Lewin "The actual and inevitable effect Nemer, Fields & Younger in Los

Mr Friedman also argued that acted as an agent for the pool's granted the motions in his June 25 of Mission's and PRMC's procure- Angeles, which represented thethe latest ruling can be interpreted reinsurers and that the reinsurers ruling ment of reinsurance from these de- Mission estate in an arbitration
as blaming the reinsurers for Mis- therefore cannot claim fraud by Although the reinsurers pre- fendants enabled Mission to write with some of the reinsurers
sion's insolvency because they PRMC as a basis for recision, Mr sented evidence of the alleged mis- policies far in excess of those lt The arbitration-involving thewere not diligent enough in track- Boyle noted representations 'in excruciating could have written if limited to its reinsurers represented by Kroll &ing the insurer's condition, a con- The direct reinsurers did not do detail, much of lt In technical eso- own reserves," Judge Lewin wrote Tract-resulted in a $94 5 million
clusion Mr Friedman said puts business with PRMC, though, and teric industry terms," Judge Lewin "Thus, in the most real terms, award in favor of the hquidator inreinsurers in the position of regu- this argument for denying recision ruled that the reinsurers may not every insured of the Mission com- 1989 Motions by the liquidator tolators does not exist, he said use the misrepresentations to deny panies is an innocent third party confirm the award and by the rein-Regulators' duties "should not be "We don't have that situation liability whose rights would be directly, surers to vacate it are still pendingdelegated to reinsurers, and that's here," Mr Boyle observed "There "PRMC was in the posture of substantially and adversely af- in U S District Court in Los An-exactly what this ruling does," he are no agents, there are only two agent to defendants as principals fected by granting of the remedy of gelessaid parties " and acting within the scope of its recision The reinsurers initially contestedMeanwhile, Mr Rubinstein said Mission, which was ordered into authority Any fraud or breach of "Recision is not included in the the right of the arbitration panel tohe will ask Judge Lewin to simi- liquidation in February 1987, has the participation agreements may statutory scheme because it would hear the dispute, and while the
larly bar recision attempts by an- been estimated to be insolvent by be asserted by defendants against create a preference wholly incon- jurisdictional issue was pending,other roughly 160 Mission rein- more than $1 5 billion PRMC or Mission, but only in the sistent with the priorities carefully the liquidator named the samesurers involved in separate The insurer's liquidator has al- context of an action between a articulated" In the state Insurance reinsurers in its suit against thelitigation brought by the Califor- ready collected about $700 million principal and his agent," Judge code, Judge Lewin wrote PRMC participants, which resultednia department from Mission reinsurers that com- Lewin wrote "Under these circumstances, in Judge Lewin's decision .

Financial institution D&0
Continued from page 3 age" it isn't likely to affect rates, Monteleone said have regulatory exclusions tors and officers) between a rock
incurred in an administrative pro- Mr Bailey said Rulings upholding the exclusion Earlier this year, Executive Risk and a hard place " Directors andceeding or action that results in a Underwriters generally are tak- have been made recently in Texas, Management Associates intro- officers may have no choice but to
final order assessing a (civil money ing a wait-and-see position re- Minnesota, California and Okla- duced a D&0 policy, designed for settle a Civil action at a higher cost
penalty) or requiring payments to garding the provision ln the Crime homa, he said superior risks, that contains no than they may have otherwise lfthe bank " Control Act, said Tim Metke, a That support is not unanimous, regulatory exclusion and specifi- they are threatened with criminal

An OCC spokesman said banks consultant with the national re- though A state Court in Maryland cally states that lt provides cover- prosecution, he said
are allowed to help a director fac- sources division of Willis Corroon last year ruled that D&0 insurers age for the cost of administrative Overall, the Crime Control Act
ing an administrative proceeding Corp in Nashville, Tenn "In gen- cannot deny coverage based on the proceedings, according to Mr "substantially increased the risk of
to help pay legal expenses during eral I think it's safe to say we don't regulatory exclusion (BI, May 14, Sills being a director and officer" of a
the proceeding, but the money expect any changes soon " 1990) He said he believes that, despite financial institution, said Mrmust be repaid if the director iS "I don't really see any immediate Financial institution D&0 poli- the Crime Control Act, directors Glancz of Drinker, Biddle & Reathpenalized effect on the availability of insur- cies written by Continental Corp can still receive coverage for legal Federal agencies, for instance,

If a bank chooses not to pay a ance or the cost of insurance," do not contain a regulatory exclu- costs incurred in administrative could ask a court to freeze the
director's legal bills during the J&H's Mr Wallace said sion, though the insurer only proceedings through the portion of assets of a director who is the tar-
proceeding and the director lS Noting that interpretations of writes coverage for -strong the D&0 policy that indemnifies get of an administrative or civil
cleared, the bank or a D&0 insurer the act vary, Mr Metke said, "It's banks," Ms Headd said individual directors, rather than action "This lS really draconian,"
may then pay the expenses, he going to take a while to sort out in Industrywide, Ms Headd said the corporation Mr Glancz said
said the courts what'was meant by it " she believes good-quality financial The policy will not pay fines or The director's or officer's prob-

Ronald R Glancz, partner with penalties, but will pay legal ex- lems could be compounded if, afterDrinker, Biddle & Reath in Wash- penses of directors as long as they assets are frozen, he or she is un-ington, DC, said that, after talk- '1 don't really see any immediate effect are not found to have acted di- able to obtain 1ndemnification for
ing to FDIC staff members, he be- shonestly or for personal profit, legal costs from the financial ln-lieves the FDIC is likely to adopt on the availability of insurance or the cost of Mr Sills said Stitution or its D&0 insurer
regulations similar to those of the insurance' because of the provision in the The policy has been approved in The law also allows private citi-OCC

26 states so far, Mr Sills said zens to file declarations allegingMeanwhile, Dan A Bailey, a Crime Control Act, says James B. Wallace of J&H's Mr Wallace noted that banking law violations with thepartner with Arter & Madden in Johnson & Higgins in New York. while some other insurers' policies attorney general and to recover re-Columbus, Ohio, said that he in- do not contain regulatory exclu- wards for information leading to aterprets the provision in the Crime sions, they do not specifically say criminal conviction or a share ofControl Act to bar coverage of they will cover the defense costs any civil money penalties In somelegal expenses for a financial insti- Betsy Headd, vp of D&0 and institutions can generally obtain for administrative proceedings instances, if authorities do not act
tution director or officer penalized specialized liability at Continental the D&0 policy language they "Aetna's doing lt kind of upfront, on the declarations, private citi-
following an administrative action Corp in New York, said her com- want-including policies without so it's real obvious zens can file suits alleging bankif the coverage was purchased by pany is waiting to see the FDIC regulatory exclusions "Aetna's being a little bit inno- law violations on behalf of thethe institution regulations "Roughly 30%" of Chubb & Son vative and I compliment them on United States

However, he added, the Crime She noted that since criminal Inc 's D&0 policies for financial that," said Mark Charron, senior Also, if a director or officer 15
Control Act "doesn't, as I read lt, acts are not covered by D&0 poli- institutions contain regulatory ex- manager with the risk management ordered to pay a civil penalty or
prohibit an individual from pur- cies, one could argue that "any- clusions, said Thomas F Taylor, a consulting division of Deloitte & make restitution, he or she can't
chasing insurance to cover the thing brought under the Crime Chubb vp in Warren, N J Chubb Touche in Hartford, Conn "If any- discharge that amount in a bank-loss " Control Act is a prima facie case also concentrates on "top-tier in- thing, I'm seeing other companies ruptcy proceeding, Mr Glancz and

"Someone, arguably, could pay a for no coverage " stitutions," he said continue the restrictive trend that Mr Charron said
small portion of D&0 premium Our posltion is we will wait to Mr Taylor estimated that, indus- has been occurring " The effect of the Crime Control
himself, so that coverage bought see when the first claim comes in," trywide, about 50% of D&O poli- "There aren't many companies Act will be determined partially by
by the financial institution would said Joseph Monteleone, vp and cies for financial institutions con- offering a D&0 policy without a whether lt lS used against only
be valid," Mr Bailey said claims counsel at Reliance Na- tain regulatory exclusions regulatory exclusion on it for fi- troubled institutions, predicted

Having directors and officers tional Insurance Co , which lS National Union Fire Insurance nancial institutions," Mr Charron Brian Smith, a senior vp at Alex-
pay for part of the insurance Co- based in New York Co of Pittsburgh, Pa, uses regula- opined ander & Alexander of New York
vering them is common in Aus- Financial institution D&0 poli- tory exclusions in states where The law creates new types of fel- Inc
tralia and Canada, but "rather cies issued by Reliance National they have been upheld by federal ony offenses that can be commit- If ltS use is restricted to troubled
radical thinking ln the U S," said over the past few years have con- courts, said William D Smith, ted by financial institution direc- institutions, "I think there are

tained regulatory exclusions, Mr president of the American Interna- tors and officers For example, some bank managers of the very
While the provision in the Crime Monteleone said Across the 1ndus- tional Group Inc unit officials who obstruct bank exami- healthy financial institutions whoControl Act could reduce the num- try, the "overwhelming majority Stephen Sills, chief underwriting nations or conceal assets from are going to say, 'more power to

ber of claims that D&O insurers of policies written in the last two officer for Executive Risk Manage- bank conservators can be fined and them, go to it,' " Mr Smith said
have to pay, it's not likely that years have contained regulatory ment Associates, a subsidiary of sentenced to up to five years in But, if authorities use the crimerates will drop because of the exclusions, he said Aetna Life & Casualty Co in Sims- prison act against healthy Institutions,erime law And, in late 1990 and early 1991, bury, Conn , estimated that Chubb's Mr Taylor noted that directors may be driven off the

Since the act only restricts a "re- "courts have almost uniformly up- roughly half of his company's fi- the new criminal offenses give reg- boards of financial institutions, he
latively narrow part of D&0 cover- held the regulatory exclusion," Mr nancial institution D&0 policies ulators "the power to put (direc- said .
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SPACEHAB tractors McDonnell Douglas Corp million for the three-year primary HAB, it will have been 10 years and the government feel about
and Air Italia not making timely and excess coverages from the time development of the each other

Continued from page 1 equipment deliveries A separate three-year launch in- module began to the time it is first "One finds that there is suspi-

derwriting Agency) Ltd Richard K Jacobson, president surance policy, led by Lloyd's un- launched into space in 1993, Mr cion at best and distrust at worst
If the module lS delayed on its of SPACEHAB Inc , pointed out derwriter Michael Marchant, pro- Jacobson said between banks and the U S gov-

way to the launch pad, the $30 mil- that "the issue of government vides limits of $55 million, which Financing for the module was ernment," Mr Jacobson remarked
lion in primary insurance will funding was a critical element in includes $15 million of coverage arranged with "great difficulty," "There is concern, specifically in
cover SPACEHAB Inc 's obliga- the development of this whole for damage to laboratory equip- according to Mr Jacobson the space area, about what the gov-

tions, including operating expenses thing " ment and $40 million of coverage The project got off the ground ln ernment will do," he noted, partic-
and debt interest Originally, Lloyd's was not will- for damage to the module The cost 1983, and initial funding was pro- ularly because the government re-

"The rationale was, in the event ing to write coverage that would of that coverage amounts to about vided by a group of private inves- tains the right to terminate any
of a delay, the most that SPACE- apply if Congress failed to appro- $2 4 million per flight, Mr Jacob- tors But additional investments contract at its convenience
HAB would be at risk for would be priate funds, Mr Jacobson said son said were hard to come by after the Because government commit-
somewhere in the neighborhood of To overcome that hurdle, Mr Mr Jacobson describes the mod- 1986 explosion of the space shuttle ments can change, U S banks are
$24 million to $27 million So we Surles arranged for representatives ule as an "augmentation of the Challenger (BI, Feb 3, 1986) skittish about lending money for

rounded lt off to $30 million," he of Lloyd's to discuss the govern- shuttle's mid-deck area," which "Shuttle flights were suspended, space projects, said Mr Jacobson
said ment's commitment to SPACEHAB quadruples the area available for and everybody was down on space" Banks insisted that "we provide

A $50 million excess layer covers with members of Congress laboratory experiments aboard the and the potential for commercia- insurance that would cover them in
debts, accrued interest and ex- After talks with congressmen space shuttle lizing space, said Mr Jacobson "It the event the government delayed

penses if they exceed $30 million and officials of the National Aero- "The shuttle is very restricted in became impossible to get private us or terminated us Without that,
as a result of termination of the nautics and Space Administration, the amount of pressurized volume financing and, m addition, it was there would be no bank financing
prolect or if Congress decides not the Lloyd's representatives were available to it in its normal flight absolutely impossible to go out on available for a space activity," he
to appropriate sufficient funds for convinced that the government lS operations," Mr Jacobson ex- the street and sell stock in a space said
continued development of SPACE- committed to the prolect and made plained "SPACEHAB augments company in those days " The result of the SPACEHAB ef-

HAB the decision to write coverage that that by providing a pressure mod- SPACEHAB Inc now has equity forts to obtain coverage could
The primary coverage defines a would come into play if a lack of ule that fits in the cargo bay but of around $40 million and has ar- make it easier for other space ven-

delay that extends to 24 months appropriations scuttled the connects by a very short tunnel to ranged a $64 million line of credit tures to get off the ground, Mr
asa "constructive termination" project the mid-deck " with Chase Manhattan Bank NA Surles and Mr Jacobson agreed
and "the full debt amount would Altogether, 150 insurers partici- SPACEHAB's ma]or customer is In addition, payments from the "I think it's going to set a prece-

be paid off" if such a termination pate in the SPACEHAB coverage, NASA, and the space agency has U S government over the next four dent in the insurance industry,"
occurs, Mr Surles explained with 80% written by Lloyd's syndi- requested two-thirds of the la- years will total $184 million Mr Jacobson said "It is really

Elements of the coverage also cates and London insurers and the boratory's capability during ltS In lining up its financing, SPA- unique, and to get the coverage for
provide payment to creditors if remainder spread throughout the first six flights CEHAB Inc found there was a everything, including lack of ap-
payments cannot be met because of United States, Japan and Europe While it took 21/2 years to piece need for insurance to cover its ob- propriations, from my experience
a completion delay due to subcon- SPACEHAB 15 paying about $16 together the coverage for SPACE- ligations because of the way banks 15 an amazing thing " .
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dation for Employee Benefit Plans, vention in Toronto, sponsored by 43215, 614-221-1381 Woodview Trace, P O Box 68700, In- 1083

$630 for IFEBP members, $705 for Assn of Thal Lawyers of America, dianapolls, Ind 46268, 317-875-5250
non-members IFEBP, Remstrations $350 for ATLA members m practice JULY 24-25. Reinsurance Dynam- AUG. 12-14. Benefit Communica-

Department, P 0 Box 69, Brookfield, for less than one year, $475 for ATLA ics-The Global Market seminar m AUGUST tion Institute in Toronto, sponsored
Wis 53008-0069, 414-786-6700 members in practice less than five Philadelphia, co-sponsored by the AUG. 5. Reviewing Possible Gaps by the International Foundation of

years, $600 for ATLA members in Society of Chartered Property & Ca- in Umbrella/Excess/CGI Cover- Employee Benefit Plans, $600 for

JULY 15-17. The Investments In- practice more than bve years, $350 sualty Underwnters and the Remsur- age seminar m Asheville, NC, co- IFEBP members, $675 for non-mem-
stitute seminar in White Sulphur for paralegals, $350 for spouses $50 ance Section, $315 for section mem- sponsored by The Society of Char- bers International Foundation of

Springs, W Va, sponsored by the In- for law student members, $125 for bers, $335 for Society members, $410 tered Property & Casualty Un_ Employee Benefit Plans, 18700 W
ternational Foundation for Employee children, no fee for ludicial members, for non-members Man Stambaugh, deminters and the Western Carolma Bluemound Road, P O Box 69,

Benefit Plans, $555 for IFEBP mem- law professor members, state TLA Sections Coordmator, The Society of Chapter, $110 for Society of CPCU Brookfield, Wis 53008-0069, 414-

bers, $675 for non-members IFEBP, staff or guest ATLA's 1991 Annual CPCU, 720 Providence Road, P 0 members, $130 for non-members, 786-6700

Registrations Department, P O Box Convention, P O Box 3717, Washmg- Box 3009, Malvern, Pa 19355-0709, after July 22 add $15 Tncia Hogan,
69, Brookfield, Wis 53008-0069, 414- ton, D C 20007 215-251-2741 AUG. 14-15. Commitment to Well-

Continuing Education Coordinator,
786-6700 The Society of CPCU, 720 Providence ness conference in Canton, Ohio,

JULY 22-23. Managed Healthcare JULY 24-26. Pension and Welfare Road, P O Box 3009, Malvern, Pa sponsored by the Northeastern Ohio

JULY 15-17. Environmental Reg- & Workers Compensation confer- Plans: The Big Picture seminar m 19355-0709, 215-251-2773 Wellness Committee, $220, discounts

ulation Course ln Washington, DC, ence in Irvine, Calif, sponsored by Chicago, sponsored by TPF&C Pro- available for additional regis-

sponsored by Executive Enterpnses Infoline, $895, some discounts avail- fessional Development Institute, AUG. 5-7. Retiree Health Care trants from the same company Com-

Inc, $1,045 Also July 17-19 in Min- able Infolme, 8 Pleasant St, Build- $950 Also Oct. 16-18 m Philadel- Benefits conference m Beverly Ells, mitment to Wellness, Stark County
neapolis and Dallas, Aug. 5-7 in ing D, South Natick, Mass 01760 phia TPF&(, 800-253-8732 Callf, sponsored by the International Health Care Coalition The Whipple
Charleston, SC, Aug. 64 m Balti- Foundation of Employee Benefit Centre, 2878 Whipple Ave, NW,
more and Las Vegas, Aug. 13-15 in JULY 22-24. Corporate Benefits JULY 25. ABCs of 401(k)s seminar Plans, $600 for IFEBP members, Canton, Ohio 44708, 216-478-8277

Baltimore, Aug. 14-16 in San Fran- Management Conferences in San in Marma Del Rey, Calif, sponsored $675 for non-members IFEBP, 18700
cisco Executive Enterprises Inc, 22 Francisco, sponsored by the Interna- by The National Institute of Pension AUG. 15-16. Wind Effects on

W Bluemound Road, P O Box 69,
W 21st St, New York, NY 10010- tional Foundation of Employee Bene- Administrators, $145 for members, Brookfield, Wis 53008-0069, 414_ Buildings and Structures course in
6904,800-831-8333,212-645-7880 fit Plans, $645 for IFEBP members, $160 for member firm employee, 786-6700 Kansas City, Mo, co-sponsored by

$765 for non-members IFEBP, Reg- $200 for non-members Also Aug. 22 the Department of Civil Engineering

JULY 16-19. Reinsurance Claims istration Department, P O Box 69, in Rosemont, Ill NIPA, 714-731- AUG 5-8. Annual Statement Prep- at the University of Missoun-Colum-
and Liquidation semmar m Ossm- Brookfield, Wis 53008-0069, 414- 3524 aration-Property & Casualty se_ bia and by the Kansas City Section of
mg, NY, sponsored by Robert W 786-6700 minar in Newport Beach, Calif, Amencan Society of Civil Engmeers,
Strain Semmars Inc , $1,595 mclud- JULY 25-26. Claims Management sponsored by Booke & Co , $1,295 $580, $610 after July 24 Lmda Rod-
ing lodging and books Robert W JULY 22-26. Level 1-Infrared Ther- an Legal Issues for the Health Also Aug. 26-29 in Wmston-Salem den, 314-882-3088

Strain Seminars Inc , Box 1000, mography course in Dallas, spon- Care Risk Manager seminar in Chi- Booke & Co, Insurance Co Services,
Wmgdale, N Y 12594, 914-832-9384, sored by Amencan Risk Management cago, sponsored by the American So- 919-748-1120 AUG. 19-20. Third Annual Cori)O-
212-677-5974 Corp , $1,295, discounts are avail- ciety for Healthcare Risk Manage- rate Benefits Conference in Colo-

able Also Aug. 12-16 in San Fran- ment, $345 for ASHRM members, AUG. 5-9. Annual Statement Prep- rado Sprmgs, Colo, sponsored by the

JULY 17-18. 13th Symposium on cisco and Sept. 23-27 in Atlanta $465 for non-members Ban Johnson, aration-Life seminar in Newport International Foundation of Em-
Directors & Officers Liability in American Risk Management Corp, ASHRM, 840 N Lake Shore Drive, Beach, Callf, sponsored by Booke & ployee Benefit Plans, $460 for IFEBP

Chicago, sponsored by The Wyatt One Independence Place, Suite 500, Chicago, Ill 60611, 312-280-6403 members, $510 for non-members In-Co , $1,495 Booke & Co, Insurance
Co , $795, $695 for additional regis- 4807 Rockmde Road, Cleveland, Ohio Co Services, 919-748-1120 ternational Foundation of Employee

trants from the same company and 44131, 216-447-1600 JULY 25-26. The Colorado Assn. of Benefit Plans, 18700 W Bluemond

for 1990 Wyatt D&O Survey partici- Captive Entities conference m Den- AUG. 6-7. Plant-Level Environ- Road, P O Box 69, Brookfield, Wis

pants Mary Maze, The Wyatt Co, JULY 2246. Fundamentals of Em- ver, sponsored by CACE, $125 for mental Compliance Course m or- 53008-0069, 414-786-6700
303 W Madison St, Suite 2400, Chi- ployee Benefits Management members, $150 for non-members lando, Fla, sponsored by Executive
cago, Ill 60606-3308, 312-704-2719 training course in Brookfield, Wis, CACE, 1560 Broadway, Suite 2000, Enterprises Inc, $1,045 Also Sept. AUG. 19-21. Reinsurance-Prop-

sponsored by the International Foun- Denver, Colo 80202, 303-863-3234 30-Oct. 1 m Houston, Nov. 13-14 m erty & Casualty workshop m Wm-

JULY 18. Participant Recordkeep- dation of Employee Benefit Plans, Pittsburgh, Dec. 10-11 in San Fran- ston-Salem, NC, sponsored by

ing and Administration for De- $1,050 for International Foundation JULY 26. The Globalization of the cisco Executive Enterprises Inc, 22 Booke & Co, $1,095 Insurance Co
fined Contribution Plans seminar members, $1,175 for non-members Insurance Industry seminar m New W 21st St, New York, N Y 10010- Services Division of Booke & Co,

in New York City, sponsored by the Also Aug. 12-16, Sept. 23-27 in York City, sponsored by The Society 6904, 800-831-8333, 212-645-7880 919-748-1120

Institute for International Research, Brookfield, Wis Registrations De- of Chartered Property & Casualty
$895, some discounts available IIR, partment, IFEBP, P O Box 69, Underwriters International Insurance AUG 8-9. Life and Accident & The Datebook ts comptted from no-
Conference Administrator, 437 Mach- Brookfield, Wis 53008-0069,414- Section, $75 Mari Stambaugh, The Health Concepts semmar m New-

tices sent to Business Insurance No-

son Ave, 23rd Floor, New York, N Y 786-6700 Society of CPCU, 720 Providence port Beach, Calif, sponsored by tices should be sent at least eight
10022-7001 Road, Malvern, Pa 19355-0709, 215- Booke & Co , $895 Booke & Co In- weeks in advance to Datebook,

JULY 23-25. The Secrets of Suc- 251-2741 Business Insurance, 740 N Rush St,surance Co Services, 919-748-1120
JULY 18. Tools and Technology cessful Managed Care Programs Chicago, Ill 60611-2590 Please in-

Impacting the Insurance Industry workshop in Chicago, sponsored by JULY 28-31. National Symposium AUG. 8-9.401(k) Plans: A Techni- clude the pnce, d any, of the meet-
seminar in Dallas, sponsored by Info- Infolme, $1,095 Infollne, 8 Pleasant on Workers Compensation in New cal and Practical Analysis seminar mg and mformation on reg:stration

mart, $129 Infomart, 214-746-3500 St , Buildmg D, South Natick, Mass Brunswick, NJ, sponsored by the in Chicago, sponsored by TPF&C for interested readers Business In-
01760,508-650-4700 Center for Management Development Professional Development Institute, surance reserves the nght to select

JULY 19-21. Health Care and of Rutgers University, $495 CMD, $750 Also Oct. 34 Cleveland, Nov. meetings of most interest to :ts read-

Health Insurance seminar m Man- JULY 24. Retiree Medical Costs: Janice H Levin Building Rockefeller 7-8 m Philadelphia, Dec. 54 in Dal_ ers and cannot guarantee that no-
chester, NH, sponsored by the Na- Strategies for Survival conference Road, PO Box 5062, New Bruns- las TPF&(, 800-253-8732 tices will be pnnted



N.M. shields small firms

By CHRISTINE WOOLSEY

SANTA FE, N.M.-A new law in
New Mexico will protect small em-
ployers in the state from dramatic
health insurance premium in-
creases while still allowing them
to benefit from good loss experi-
ence.

Gov. Bruce King signed into law
recently S.B. 504, which restricts
the amount of premium increases
each year that can be imposed
upon employers with 25 or fewer
employees.

Under the law, which is based
on a National Assn. of Insurance

Commissioners model, health in-
surance renewal increases will now

be based upon a formula that takes
into account an insurance com-

pany's premium trend over the last
Also factored into the re-

newal rate formula is the experi-
ence of the individual small em-

ployer group. However, premium
increases based on the prior year's
experience are limited to 15%.

Changes in a small employer's
coverage, like deductible increases,
also are taken into account.

The sum is an annual maximum
increase that must fall within a

range in which the highest pre-
mium and the lowest premium of
all groups vary by no more than
50%, explained Jerry Fickes, a life
and health insurance actuary with
the New Mexico Department of In-
surance.

The new law also discourages
group health insurers from drop-
ping coverage for small groups or
individuals within those groups for
reasons related to health status

and loss experience, Mr. Fickes
said.

More than 80% of the businesses

in New Mexico have 25 or fewer

employees. Mr. Fickes said. "We've
seen group health increases of
700% and even 1,100%."

Companies that employed a
worker with severe health prob-
lems often encouraged the em-
ployee to apply for individual
health insurance coverage, which
typically is denied. As a result, the
individual ends up seeking cover-
age in New Mexico's Comprehen-
sive Health Insurance Pool.

The pool was created in 1988 to
serve as "insurance of last resort"
for individuals who could not find

coverage elsewhere because of
their health status. It is funded

partly by the state and partly by a
premium tax charged to group
health insurers.

The pool lost $2.4 million last
year, Mr. Fickes noted.

"We want to make sure some in-
surer doesn't come in on the mar-

ket, write some bad risks and then
dump them into the Comprehen-
sive Health Insurance Pool," he
said.

As a result, the new law prohib-
its an insurer that declines to

renew a group based on an individ-
ual's health status from writing
any new small group business for
five years.

Exceptions will be made for in-
surers that can prove to the Insur-
ance Department that they are in
danger of going out of business
if they continue to cover a specific
group, Mr. Fickes noted.

"It doesn't do us any good to
drive insurance companies out of
business," he explained. However,
he said the department does "want
insurance companies to better
manage the small employer mar-
ket."

The new law is not expected to
tower overall health care premi-
ums, Mr. Fickes pointed out. "Em-
ployers will not see lower health
care premiums-especially in the
first year"-because initial rates
should now be more realistic. "In-

surers can no longer use 'bait and
switch' tactics" on employers by
charging artificially low premiums
the first year to get their business
and then charging unaffordable re-
newal rates, he said.

"Employers will see truer rates
and they won't have to fear the
large increases if someone in the
group becomes very ill," he ex-
plained.

The new law also requires insur-
ers to include a disclosure of rating
and renewal practices in their sales
and solicitation materials. And, in-
surers must file an actuarial certi-

fication of the rating practices an-
nually with the insurance
superintendent, showing the cur-
rent mean rate of each class of
business. I
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The 19th Annual EMPLOYEE BENEFITS COMMUNICATION

AWARDS will be presented on November 18th during a

luncheon sponsored by Business /nsurance. honoring
excellence in communicating employee benefits.

The Competition is open to all companies in the
US. and Canada, and has no restrictions as to the size

of the company.

A panel of benefit managers and communication
specialists will select winners from a variety of

categories.

Entries will be accepted beginning July ist. No entry
will be accepted after August 1st.

For Competition rules and entry forms, or for awards

luncheon details, fill out the coupon and mail or
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Barbara Dalton. EBC Registrar
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220 E. 42nd Street Suite 930 · New York NY 10017
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Maine have netted only an estimated 17% costs
to 25% savings in system costs, ln- • Speed up the payment of ben- Update

Contznued from page 2 stead of the 35% savings the gover- efits to injured workers
Nov 30, 1987) However, those re- nor has targeted • Return in]ured employees to Surplus drop spurs suspension
forms failed to revive the voluntary The vetoed bill represented the work more quickly
market for workers compensation view of the Democratic members of • Encourage employers to hire Continued from page 2
insurance, which now makes up a ]01nt legislative committee and in]ured workers Stephen M Tuuk, a lawyer representing American Commercial,
only about 10% of the total Maine contained some proposals similar • Focus compensation on work- declmed to discuss any Michigan regulatory action, saying he is subject
workers compensation market to those put forth in legislation, related injuries and illnesses to a confidentiality order

"Workers compensation system H-689, that Republican legislators • Curb overutilization of medi- Mr Tuuk said the insurer has had "extensive discussions" with

costs have reached a crisis point had proposed cal services while ensuring appro- regulators and that he expects "matters wlll be resolved "
where they have placed the econ- The vetoed bill "would increase priate care for injured workers Amencan Commercial-headed by Wade Waterman and owned by
omy of the state in jeopardy," said the cost of workers compensation • Reduce litigation and attorney Waterman Investments Inc -wrote $45 milhon in gross premiums and
a spokesman for Bath Iron Works, for Maine employers when these involvement in the workers comp $4 milhon m net premiums m the first quarter of 1991, mostly for auto
the state's largest private em- costs are already too high" and are system liabillty coverage Net premiums in 1990 amounted to $12 8 million
ployer forcing some employers to leave • Promote workplace safety Mr Waterman is also president of Governmental Risk Managers Inc

The Insurance Information Insti- the state, Gov McKernan said • Improve the administration of Livoma, Mich, which provides rlsk control and underwriting services
tute, an insurance industry-sup- While he acknowledged that the and predictability of the system to the Michigan Municipal Risk Management Authority, a municipal
ported public relations and re- bill would produce -modest" sav- The legislation that had earlier pool (BI, Feb 16,1987)
search organization, believes the ings m the workers comp system, been proposed by Republican leg- American Commercial has never provided coverage to the MMRMA,
situation in Maine is "very seri- the governor said they would be islators would have defined com- said Rufus L Nye, the pool's executive director However, American
ous," said William D Kickham, the "more than offset by an expansion pensable inJuries and illnesses Commercial has provided general hability and property reinsurance to
III's regional manager for the of benefits for some individuals" more strictly, reduced the statute three other mumcipal group msurance plans the Michigan Township
Northeast as well as the creation of a state of limitations on claims to 3 years Participating Plan, the Ohio Government Risk Management Plan and

The Democratic workers comp fund from 10 years, created an 1ndepen- the Ohio Fair Participating Plan
bill that was vetoed by Gov "Maine's workers compensation dent medical examiner position All three plans dropped Amencan Commercial and moved to Kemper
McKernan called for the creation system is already more than twice with authority to resolve medical Reinsurance Co as of their July 1 renewal dates, according to Brodenck
of a state fund to replace the as expensive as the national aver- disputes, limited attorneys' fees, Donaldson, executive vp with G B Kenrick & Associates Inc of Pon-
state's residual market, which cur- age The result is that Maine work- prohibited lump sum payments in tiac, Mich, the plans' administrator
rently is administered by the Na- ers are paying for our expensive excess of $5,000, and restructured Mr Waterman did not return calls

tional Council on Compensation system through lost jobs, lower the workers compensation com-
Insurance It also called for minor wages and fewer benefits as em- mission Libel settlement negates award
changes, including limiting cover- ployers struggle to cope with exor- However, the governor is more
age for certain illnesses and in- bitant comp costs," he said interested in achieving the 35% DALLAS-A $58 milhon lury award against a Dallas media com-
Juries, limiting the duration of Gov McKernan said an effective cost savings rather than enacting pany was dismissed last month when it settled for an undisclosed
some benefits and implementing workers comp reform package all of the changes proposed by the amount a hbel suit by a former astnct attorney
medical cost containment steps should Republican legislators, sources The settlement was reached late last month between the A H Belo

However, those changes would • Substantially reduce employer say Corp and Vic Feazell, a former MeLennan County distnct attorney The
company would not say whether insurers are funding the settlement

Contributions allowed for plan shortfalls A state court lury m Waco, Texas, found that A H Belo subsidi-
ary WFAA-TV m Dallas defamed Mr Feazell in a 1985 senes that
accused him of taking payoffs in exchange for droppmg charges in

By ADRIENNE C. LOCKE ate offset" to cover any lost tax fined contribution plans to offset drunken driving cases (BI, April 29)
revenue losses from Executive Life guaran- Mr Feazell was mdicted but acquitted on bribery and racketeering

WASHINGTON-The Treasury Executive Life, First Executive teed investment contracts charges and m 1986 he sued A H Belo and a WFAA reporter
Department does not oppose let- Corp 's California life insurance Mr Terry said the Treasury De-
ting employers make additional unit, was put into conservatorship partment would consider allowing Chevron settles pension flap
contributions without penalty to in April It is now paying only 70% these contributions "on a case-by-
offset losses to pension plans that of the monthly annuity payments it case basis " SAN FRANCISCO-Chevron Corp has agreed to pay a $245 rml-
hold annuities or guaranteed in- owes (BI, May 13) Meanwhile, the department is lion lump sum to beneficiaries of former Gulf 011 Corp defined
vestment contracts from failed Ex- Some employers that purchased reviewing a bill in the House of benefi: pension plans to settle a lengthy dispute over the ownership
ecutive Life Insurance Co Executive Life annuities after ter- Representatives that would allow of hundreds of millions of dollars in surplus assets held by two

"We have no policy objection to minating their defined benefit such additional contributions from overfunded Gulf plans
providing relief here," Thomas pension plans are concerned about employers if a portion of a quali- The settlement, reached late last month, followed an April ruling
D Terry, the department's benefits whether they can provide make-up fied plan benefit lS unavailable for by aUS District Court judge in Houston that had awarded plan
tax counsel, said last week payments to retirees without vio- distribution because the insurer is participants the $190 milhon m surplus held by the two plans be-

However, Mr Terry added, if lating tax law in receivership cause plan language indicated that Gulf had intended any surplus
employers make further tax-free Employers have also asked Rep William Archer, R-Texas, assets to be distnbuted to participants Chevron had said it would
contributions to plans, budget con- whether they can make additional introduced that bill, H R 2708, last appeal that ruling (BI, April 15)
straints may require "an appropri- payments, without penalty, to de- month Under the settlement, the 19,000 plan participants will receive $150

million in accrued benehts m a lump sum, plus half-or about $95
Risk retention groups face more regulation million-of the surplus Chevron, which acquired Gulf m 1984, wlll

retain the other $95 minion, a spokesman said
Not affected by the settlement iS another portion of the April

Missouri laws enacted ruling that held that Chevron is entitled to $620 mlilion m surplus
assets contained m another Gulf pension plan, the spokesman said
That plan made lt clear that any surplus assets would revert to the
employer, the court ruled

JEFFERSON CITY, Mo -Mis- all insurers by a certified public adopted children of policyholders The participants in the plan are contesting that portion of the
souri Gov John Ashcroft has re- accountant, regulate the purchase Under S B 352, all individual rulmg, the spokesman said
cently signed a slew of new laws of junk bonds by insurers, regulate and group health coverage pro- Attorneys for the employees could not be reached
related to insurance regulation reinsurance intermediaries, and set vided through an insurer, a non-

Among the measures were laws guidelines for the supervision, re- profit health services corporation Industry's return tumbles
that will habilitation and liquidation of in- or a self-insured group plan would

• Impose new regulations on risk surers be required to cover adopted chil- NEW YORK-Return on net worth fell to 8 4% m 1990 from 10 1% a

retention and risk purchasing Adoption of the NAIC model leg- dren of the policyholder on the year earher for the U S property/casualty Insurance mdustry, according
groups in the state islation is a step in the Missouri In- same basis as other dependents to a new report by the Insurance Services Office Inc

Under the law, H B 385, risk re- surance Department's quest for ac- The coverage would have to be While the industry's operatmg Income mcreased 11 3% to $11 5 bilhon
tention groups will be required to creditation by the NAIC (BI, Dec effective from the date the depen- m 1990 from $10 4 bilhon the previous year, its return on net worth
submit a plan of operation or feasi- 3, 1990) dent is placed in the home of the declined because of lower reahzed capital gains, higher federal income
bility study to regulators before • Require an insurer to refund policyholder and would continue tax obllgations and Increased surplus, ISO said

operating in Missouri Also, risk any premium it did not earn when as long as he or she lS a dependent Property/casualty Insurers' reallzed capital gams fell 39 3% to $2 8
retention groups chartered and 11- a Missouri policyholder dies before unless the child is removed prior to bilhon in 1990 from $4 6 bilhon in 1989, according to ISO, while federal
censed in another state but seeking the end of a health insurance pol- legal adoption income tax obligations increased 17 6% to $3 3 bilhon from $2 8 billion
to do business in Missouri will icy term However, H B 385, which has Those two factors caused net Income to fall 94% to $111 bilhon from

have to comply with Missouri laws H B 561 will affect individual been signed, makes health insur- $122 bilhon Meanwhile, the Industry's surplus»which under statutory
regulating the groups policies, group health insurance in ance coverage for an adopted child accounting is equivalent to net worth-mereased 3 4% to $136 8 billion

Risk retention groups will be re- which the policyholder pays the not mandatory if the adoptive par- in 1990 from $134 bilhon the previous year
quired to pay premium taxes, and full premium directly to the in- ents knew or should have known The 84% return on net worth m 1990 was the lowest reported smce
the groups and their members will surer, health services corporations that the child had an illness related 4% m 1985, which marked the beginmng of the last hard market
not be permitted to participate in or health maintenance corpora- to acquired immune deficiency
the state guaranty fund tions and self-insured health ben- syndrome or human 1mmunodefi- Briefly noted

In addition, under H B 385, in- efit plans, except as pre-empted by ciency virus at the time of place-
surance obtained by a purchasing federal law rnent General Re Corp. has ended negotiations to acquire London-based
group from an insurer not author- Premiums are to be refunded to • Require that utilization review Royal Reinsurance Co Ltd and its U S subsidiary, American Royal
ized to do business in Missouri will the dead policyholder's spouse, to firms that approve or deny pay- Remsurance Co (BI, Apnl 22) Great Republic Insurance Co. of
not be covered by the state guar- the primary insured person under ment for medical services be certi- Santa Barbara, Cahf, was placed m conservatorship last week Callfor-
anty fund, and the purchasing the health insurance contract if the fied by the state Insurance Depart- nia regulators say they wlll seek buyers for blocks of its hfe and health
group will have to inform its Mis- deceased was unmarned and was ment The bill also would establish business if the insurer cannot be rehabilitated The insurer, which
souri members of this fact covered as a dependent, or, if nei- procedures that UR firms must fol- writes malor medical Insurance for small busmesses m Callfomia, has a

If the coverage is obtained from ther of these applies, to the policy- low surplus deficit of $454,000, Including a debt of $620,000 to its parent,
an authorized insurer, risks 10- holder's estate • Require that a committee be Great Repubhc Life Insurance Co of Seattle, accordmg to the Callfor-
cated in Missouri will be protected All of the new laws will become appointed to review statutes and ma Insurance Department Benefit consultant A. Foster Higgins &
by the fund effective Aug 28 regulations governing professional Co. Inc. is Closmg its offices in Boston, Chicago, Houston and Parsip-

• Adopt a handful of model laws However, another bill proposed malpractice pools and report on its pany, NJ,by the end of the summer Those offices, which have a total
proposed by the National Assn of by the Senate still awaits Gov findings by Dec 31 of 35 employees, are among the firm' s smallest Of the nearly two dozen
Insurance Commissioners Ashcroft's signature S B 352 If signed by Gov Ashcroft, S B consultants m those offices, about 10 w11 be offered positions in other

The model laws, under H B 385, would 352 also will become effective Aug offices or with the firm's parent, broker Johnson & Higgins Foster
will regulate the acquisition of in- • Require health insurers int the 28 Higglns closed four other small offices last year (BI, Dec 17,1990)
surers, require an annual audit of state to provide coverage to -By Colleen Johnson
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California statute would force some policyholders that pur- that wish to continue writing without a
chase coverage from group captives to use fronting insurer, he said Bi Insurance Index

Continued from page 3 fronting insurers, a draft model law by the Such security can take the form of - -- -

the nature of allen insurers," said National Assn of Insurance Commissioners "guaranteed loans that look like capital" 700
Ms Fistler, referring to offshore in- proposes to ban many such fronting arrange- that can be deposited in trust accounts, he J 4
surers Inents explained

However, Section 2173, which applies to A revised version of the NAIC proposal However, Mr Rosenbaum also noted that 1 690
non-admitted U S insurers, would only per- would generally bar fronting arrangements the regulation "may make it clearer to
tain to auto coverage, while Section 2174 for captive insurers unless the policy- owners of offshore captives that they need to
applies to all lines of property/casualty holder maintains a net worth of at least $50 move ahead even faster to self-manage- 680

coverage million and agrees to indemnify the fronting ment," eliminating the need to market their
"We feel that there are certain benchmarks insurer for any losses the captive is unable coverage through a broker r 670an insurer must have-including capital and to cover Other consultants say yet another require- 1

a track record" and that "there are no ex- Fronting arrangements for captives also ment in Regulation 2174 could stymie off- i i
ceptions for captives " Ms Fistler said in ex- would be permitted if the arrangement is ap- shore group captives
plaining the need for Section 2174 1 660proved by the appropriate state insurance "It seems that the financial and reporting

Although "a sophisticated purchaser" that commissioner, as long as the state is accre- requirements of the regulation are not oner- ' 
purchases insurance coverage from an off- dited by the NAIC (BI, April 15, April 8, Dec ous," said Paul Pinckney, vp and principal at '
shore captive may not need the protection 10, 1990) Tillinghast in Irvine, Calif But he objects to d , 650
that Section 2174 affords, "the the requirement that an off-
claimant may not always be- 1 A * 40 B K (542

shore insurer be in business for '1, 4- 2 4%
sophisticated, she said The question posed by Section 2174 is:'Are you three years in order to do busi- Base = 100 on Dec 29,1978

While Section 2174 took ef- ness in California , Source 146rdbg Interriatian-al Ir* -
feet July 1 on a temporary punishing the sophisticated buyer?' Mr. O'Brien In addition, provisions in
basis, the regulation will not says. 'While guised under consumer protection, Section 2174 pertaining to reg- Insurance industry stocks climbed slightly lasl
become permanent until the ulatory review of offshore in- week as the Bus,ness insurance Index rose 6
California Insurance Depart- in the end such regulation really hurts some surers' operations would give points to 671.5 on July 3, from 665.5 on June
ment holds a public hearing, of the major self-insured clients.' the Insurance Department "the 28. Advancing issues for the week were led by
Ms Fistler said opportunity to be pretty capri- Statesman Group Inc., up 10.8%; Baldwin 8

No date has been set for the - clous and exercise an extreme Lyons Inc., up 5.4%; and Pacificare Health Sys-
hearing level of discretion," said Mr tem, up 5.1%. Declining issues for the week

While offshore single-parent captive insur- RIMS' Mr Brown said the California rule Pinckney, who currently is assisting an followed Fremont General Corp., down 11.3%;
ers would be largely unaffected by Section is not an irrational or overly taxing regula- association seeking to form a group captive RLI Insurance Corp., down 5.6%; and Nobel In
2174, offshore group captives that write tion," especially when compared with the insurer surance Ltd., down 4.996. The most active issue
direct business through brokers may now NAIC's fronting proposal, since the Cal- The regulation also requires that brokers for the week was U.S. Healthcare, with 1.7 mil·
have to use a fronting insurer when insuring ifornia rule would not "sweep in" many that want to continue marketing coverage by lion shares traded. The Bl Index was up 0.9%;
California risks, brokers and consultants single-parent captives as the NAIC proposal an established offshore captive file docu- the Standard & Poor's 500 climbed 0.6%; the
say would mentation concerning the captive's opera- Dow Jones 30 Industrials were up 1.0%; and the

However, the average fronting cost for cov- "We're trying to get the language of the tions with the California Surplus Line Assn New York Stock Exchange Composite rose
erage written by an association captive is NAIC proposal changed so that the defini- by Sept 1 0.5%.

10% of limits for the first $1 million in cover- tion of alien reinsurer will not include a com- That deadline lS too early considering the
age and $ 10.000 per $1 million in limits pany writing business for a parent or an "stiff penalties" for missing lt, warned Al-
beyond that, according to Michael O'Brien, affiliate," Mr Brown added British Issues

lyson Simpson, a partner in the insurance
senior vp at Johnson & Higgins in Los An- Meanwhile, the minimum capital require- regulatory practice of Musick, Peeler & Gar- 1 Week

geles ment spelled out in Regulation 2174 could rett in Los Angeles July 2 Price P/E Div. Yield High-Low

Therefore, it would cost an additional also affect California policyholders that Under the regulation, "the insurer will au- Companies pence pence % peneepence

$140,000 for a fronted limit of $5 million, not purchase coverage from offshore group cap- tomatically be deemed unacceptable" if the Comml Union 497 N/M 30 7 62 497-486

mcluding the costs of the letters of credit tives filing deadline is missed, she said GenIAccident 534 14/M 35 7 67 534-523

that would be required by the fronting in- GM Royal Exch 188 N/M 159 84 193-188"The larger alien group captive that's been "If I were an employer now, I would defin-
surer, Mr O'Brien said around for awhile will have a lot more net itely submit comments at the hearing on Sec- Royal 419 N/M 34 7 83 419--406

ib* Sun Alliance
The question posed by Section 2174 is worth than $5 4 million," observed Hugh Ro- tion 2174 urging the department to carve out, * Brokers

369 N*/1 187 51 369-363

'Are you punishing the sophisticated senbaum, a principal with Tillinghast, a di- exceptions for captives," Ms Simpson as-
Bradstock 150 171 60 40 151-150 'buyer?" Mr O'Brien said "While guised vision of Towers, Perrin, Forster & Crosby serted

under consumer protection, in the end such Inc in Stamford, Conn
CE Heath 428 150 345 81 428-20

Although captive insurers that reinsure i Hogg Group 200 121 107 53 201-200regulation really hurts some of the major However, newer group captive insurers fronting insurers are technically exempt , Uoydlhompson 373 248 100 2 7 373-368 ,
self-insured clients " may have difficulty meeting those minimum from Section 2174, one broker cautioned that PWSHoldings 81 99 47 58 81--81

Switching to a fronting arrangement capital and surplus requirements, Mr Ro- Mr Garamendi may intend "to extend the  Sedgwick G,p 267 256 160 60 267-265
would be -time-consuming and expensive," senbaum noted law beyond what currently exists " |  Steel Bnl Jon= 297 157 163 55 298-295
mid Paul Brown, director of governmental Consequently, "as they did for fledgling "God knows what he thinks he's doing," i i Willis Corroon 305 162 17 6 58 312-305

affairs for the Risk & Insurance Manage- risk retention groups, the agent and broker said the broker, who would not speak for at- 1 Source Philip Olsen, Insurance Induslry Analyst
ment Society Inc in New York London

community will have to devise a surrogate tribution "The language of the regulation is j
In addition, while the California regulation financial security" for small group captives confusing at best " --

.
--

--

4 Bi Industry Stock Report
rl

JULY 1, 1991 THROUGH JULY 3, 1991r

Weekly Year to Date Annual Mkt/Bk Weekly Year to Date Annual

Prce % change 96 change High low Vol (000) $ 0/ 96 Yield P/E Book value value
MI(VBk

Price % change % change High Low Vot (000) $ 01, 96 Yield P/E Book value value
BROKERS Liberty Corp NYS 4263 089 365 5025 3900 11 092 2.16 14 2386 179

Lincoln National NYS
Alexander & Alexander NYS 2200 222

4550 482 5 81
486

5550 3075
2763 16 13 220 100 455 17

178 272 598 10 45.16 101
977 2.25

NAC Re Com OTC 3825 408 1591Gallagher Arthur J & Co NYS 4250 2550
2325 054

43 020 052
000

14
2838 1975 1890 2025 064 275 17 588 395

Navigators Group OTC
Frank B Hall 3250 000 4885

NYS 3400 1650363 000 000
8 000 000

413 200
18 135216 000 000 -8

240
5.24 469

Nobel Insurance LTO OTC 363 -4931 Hilb Rogal & Hamilton OTC 2083 438
14 50 169

238
169

3 000 000
1750 1125 21 776

036 248
047

21 356

Markel Corp OTC
407 NWNL Compantes NYS 2350 208 3926 3288 1175

1800 435
242

5319
140 596 5

21 00 10 25 24 4273
000 000 055

9 356 506 Oh,o Casualty Corp OTC 4825 158
Marsh & Mclennan NYS 1768 5025 2675

7950 60 120
192 8725 5975 248 514 11

283 260 327
3638 133

19 14 77 538
Old Republic Int I NYS

Poe & Assoclates 2788 045
OTC 21.86 31 13 17 381125 465 7578 1125

138 072 258 7
625 33093 032 284

084
13 209 538

Onon Capital Corp NYS 27.25
BROKERS 180 55.71

AVERAGE 2950 130010 178 23 13
30 092 338 8 20.42 1.33

Phoenix RE Corp OTC 925 133 1935 11.25 500 62 020 2.16 12 1330 070

CONGLOMERATES & HOLDING COMPANIES
Protective Life Corp OTC 2200 000 4790 2250 1025 34 084 382 10 1629 1.35

Provident Life OTC 1738 -347 471 2450 1200 82 092 529 5 2588 067

Re Capital Corp ASE 1675 474 30.10 1863 1175 21 020 1 19 12 1505 111

Berkley W R Corp OTC 29.13 1.27 2233 3225 1900 24 032 1.10 16 2389 122 RU Insurance Corp NYS 1275 556 1207 1638 963 17 044 3.45 7 1441 088
Berkshire Hathaway Inc NYS 842500 030 26 22 8900 00 5675 00 0 000 000 27 4612 00 183 St Paul Companies OTC 6325 080 080 7425 4700 296 260 4 11 7 5200 122

ITT (Hartford Group) NYS 56.00 -0.44 16.67 6300 4025 508 1 72 307 7 6401 0 87 SAFECO Corp OTC 3900 000 1863 44 75 2513 384 1.48 379 9 3150 1.24

Sears (Atistate) NYS 3825 C 66 5074 4088 2200 1429 200 523 13 3738 102 SCORUS Corp NYS 12.25 200 1 01 15.25 838 7 024 1.96 8 11.19 109

CONGLOMERATES AVERAGE 02 178 23 2 Se,bels Bruce Group OTC 800 303 8824 1025 425 16 036 450 160 735 109

Selective Ins Group OTC 1438 088 849 1800 1250 71 1.04 7.23 8 1891 076

INSURERS/REINSURERS Statesman Group Inc OTC 450 1076 18791 488 125 556 000 000 45 248 181

Toito Manne & Fire OTC 41.75 060 1164 5650 3450 2 000 000 7093 0.59

Aetna Lite & Casualty NYS 41.13 060 545 5388 2900 Torchmark Corp NYS
500 276 671 8

4775 104
6423

230
064

5850 3800 292 1.60 335 11 16.70 286

American General NYS 3800 033 2358 4825 2350
Transamenca NYS

670 200 526 8 37.14
3225 -039

102
115 3963 2325 425 196 608 10 3656 088

American Hentage NYS 2900 1.69 38.10 Travelers Corp NYS 22.38 2873225 1963 1 1.04 359 13 1925
3459

1.51
2988 11.50 327 1.60 7.15 12 4144 054

American Indemnity/Fin I OTC 700 0.00 11538 750 275 1 008 1.14
Trenwick Group Inc OTC

13
2838 044

1293 054
2270 3000 1625 94 060 2.11 11 2171 131

American International NYS United Fire & Casualty

NYS 3850

0.89
OTC 4800

1079

10200 5700
1.05

41.75 26.75

831 3665 58 00 28.75 1 1.32 275

109

048 056 9 3539 1.36

Aon Corp

8500

199

1057

160 416 11

12 4534

1850 208

1.87

USF&G Corp NYS 863 -417 1500 27.25 700 492 020 232 1 1196 072

Argonaut Group OTC UNUM Corp2575 -096 2070 3338 1775 54 068 264
NYS 62.75 176

8 4826
3458

053
6900 32.13 99 104 166 11 3725 1.68

AVEMCO Corp NYS 21 38 179 2698 USLIFE Corp NYS 4200
2288 1413 1

213040 187 17 955 224
5000 4238 2325 164 164 3.90 11 6034 070

Baldwin & Lyons Inc OTC 2425 543 2933 2525 1700
Unitin OTC

5 028 115 8 2429 1.00
3375 -074 976 4150 2450 365 080 237 12 30.70 110

Belvedere Corp ASE 288 000 1500 400 175 13
Washington Nattonal NYS 1488 171 3678 21.63004 1.39 21 765 038

938 34 108 726 8 2686 055

Chandler Insurance OTC 338 000 5091 888 275 23
USLICO Corp NYS

000 000
1988 127

595 057
2520 21 88 14 75 4 1.00 503 9 2944 068

Chubb Corp NYS 7138 233 31 57 7525 3463 465 1.48 2.07 11 35.19 203
Zenith National ins NYS 1675 308 2294 1850 988 9 100 5.97 70 13.14 127

CIGNA Corp NYS 46.13 107 1284 5675 3325 241 304 659 11 73.15
INSURERS/REINSURERS AVERAGE %1

063
256 33 51

CNA Financial Corp NYS 7800 2 19 1366 9250 4950 57 000 000 13 70.23 111

Continental Corp NYS 2675 1 83 754 3063 1575 145 260 972 10 3783 071 HEALTH MAINTENANCE ORGANIZATIONS
Dumam Corp OTC 3225 115 15.18 3300 2300 150 092 285 16 2804 115

Fund American Corp NYS 6275 000 2096 6525 3250 1337 0 68 1.08 14 3611 1.74 FHP International OTC 2375 326 5574 2975 888 596 000 000 20 544 437
Fremont General Corp OTC 2150 1134 4828 2500 1013 73 088 409 7 19.13 1.12 HMO Arnenca Inc OTC 1288 5.10 9808 1713 425 287 000 000 16 0.61 2111,

' Frontler Insurance Group NYS 24 63 -0.51 2961 3300 1538 10 000 000 10 11.20 220 Pacilicare Health Sys OTC 3600 511 12154 36 75 1200 118 000 000 21 655 550 " ,

, General RE Corp NYS 9500 413 215 10250 6900 445 168 177 14 37.50 253 Saleguard Health Enter OTC 581 000 2238 763 400 5 000 000 20 353 1.65
Hanover Insurance Co OTC 2825 0.00 660 3075 21.00 62 044 1.56 9 37 44 0.75 Sterra Health Services ASE 21.38 1.79 5545 2950 550 90 000 000 37 1.78 1201

Harteysville Group OTC 31 00 000 3552 3150 1350 81 064 206 9 2299 135 United Healthcare Corp OTC 4688 446 10161 5000 1313 1040 006 013 31 376 1247
Hartford Steam Boiler NYS 5888 397 2077 6375 4350 48 180 306 15 1705 345 United Medical Corp ASE 975 1.27 2188 1100 663 1 020 205 12 8.79 111

Kansas City Life Ins OTC 3525 470 1417 3650 3000 0 120 340 9 3922 090 U S Healthcare OTC 3250 078 1064 3800 1000 1701 032 098 24 338 962 | 1
Kemper Corp NYS 3388 265 4263 4238 1713 415 092 272 62 3420 099 HMOs AVERAGE 24 609 04 23

Lawrence Insurance Group ASE 875 278 2500 950 638 1 048 549 13 4.71 186 ALL COMPANIES AVERAGE 02 275 28 7

System des,gn: Nordby Intemauonal Inc.
-- --
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Of course you would.

After all, who could pos-

sibly know more about a

product than the inventor him-

self? So it stands to reason that if

you want to know about healthcare cost

control and disability management, Talk to the

inventor-Intracorp. In 1970, we invented the industry. And

we've been refining it ever since. Today, we are the only com-

pany that can truly offer a comprehensive spectrum of cost contain-

ment programs. Each one appropriately placed in the most important

segments of the healthcare cycle, from the onset of illness to recon-

ciling accounts. Now, admittedly to some, our invention may not

seem as revolutionary as Mr. Edison's. But with American business

spending an estimated $600 billion plus on health insurance annu-

ally, we know a few people who will see it as an extremely bright

idea. For more information, write Intracorp, Dept. I5, 1205 Westlakes

WOULD YOU BUY A LIGHT BULB FROM RIS MAN?

Drive, Suite 300, Berwyn, PA 19312. (Sj BMT©ORP

1


