UAVV benefits suit tests state law

By MARY ELLEN McKEE

DETROIT-Lawsuits charging
past discrimination against preg-
nant employes by the big three

automakers could establish
whether states can mandate bene-
fits for pregnant employes beyond
the federal requirements.

The United Auto Workers Union
is suing Ford Motor Co., General
Motors Corp. and Chrysler Corp.,
charging that the companies dis-
eliminated against pregnant em-
ployes in benefits and employ-
ment.

The companies have since al-
tered their benefit programs to
comply with the new federal man-
date of equal benefits for preg-
nancy, but the union wants to re-

The big three automakers discriminated AKAAA
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the state can't mandate benefits.

cover for the past discrimination

that was outlawed under

Michigan's fair employment stat-
utes.

General Motors, meanwhile, is
countersuing, arguing that the
Employe Retirement Income Secu-
rity Act prohibits states from reg-
ulating the terms of group benefit
plans. A favorable decision in the

Budget office Kills

Commerce-devised

product risk pools

By JERRY GEISEL

WASHINGTON-TheCarterAd-
ministration won't support the
Commerce Department proposal
to let businesses pool their product
liability risks through federally
chartered insurance cooperatives,
Business Insurance learned.

The Office of Management and
Budget, which mustapprovemajor
domestic initiatives before the
White House will act, has rejected
theproposal even though business
groups had recently endorsed it.

OMB turned its thumbs down be-
cause it was not convinced the plan
would benefit the business com-
munity as much as the Commerce
Department claimed.

At the same time, however, OMB
gave the Commerce Department
the green light to develop draft leg-
islation permitting companies in
the same or similar industries to
purchase product liability insur-
ance on a group basis, which the
Commerce Department says could

cut insurance costs, especially for
smaller firms. Some states bar un-
related businesses from purchas-
ing insurance on a group basis.

The risk.pooling proposal, how-
ever, still clings to a slender thread
of life.

Although. unlikely, OMB could
change its mind. The Commerce'’
Department could also lobby the
WhiteHouseto overturn OMB's de-
cision, but the chances of that are
remote. And Rep. John LaFalce (D-
N.Y.) plans to introduce the Com-
merce Department proposal in
Congress, but the proposal's
chances without Administration
support are unknown.

OMB's rejection of federal char-
tering of insurance cooperatives
came just as business seemed to be
warming to the idea. The Risk &
Insurance Management Society
(RIMS) wrote OMB director James
T. Mcintyre urging the Administra-
tion to support the concept be-
cause it would "promote an ele-

Continued on page 47
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Insurance in 2004
Buyers may shop more of-

ten through direct writers in
the next 25 years, says Tom
Johnson, interpreting re-
sults ofa study that looks at
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1 Disability plan doubts

Disability benefits under Social Security must be cut
ifthe fund is to have enough money to pay retirement
benefits, says commissioner Stanford G. Ross. Page
1& Meanwhile, disabled workers collect benefits un-

der so many plans they can get more in disability
benefits than from working, finds a study by the
Health Insurance Assn. of America. Page 21. Insur-

ance company executives, however, dispute that
other disabilitybenefit plans pay so much as to take
them offthe hook for paying any significant benefits
under LTD policies. Page 21.

John Kuhn

Industrial Ins. Agency Inc. In

2600 N. Mayfair Rd.
Wauwatosa Wi. 53226

GM countersuit could get the auto-
makers off the hook for past dis-
criminatory practices and could set
a precedent prohibiting states from

NmMmM,/

mandating benefits beyond the
federal requirements.

The lawsuits against Ford Motor
Co. and General Motors Corp. were

filed in January, but the UAW
waited untillast month to file a sim-
ilar suit against Chrysler Corp. "We
had been having a better rapport
with Chrysler compared to the
other companies and we had hoped
that they would come out of the
cold and away from the influence
of the other auto companies,”
noted a union spokesman.
General Motors filed its counter-
suit in the U.S. district court for the
Eastern District of Michigan hop-
ingthat the court will"once and for
Continued on following page
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N.Y. exchange envies
Lloyd's inside track. . .

By ELLIS SIMON

NEVVW YORK-VWhen the New

York Insurance Exchange finally
breaks from the gate this fall, risk
managers may still bet on Lloyd's
of London to keep the lead as the
more efficient market.

New York exchange backers
aren't planning to run a tight race
for business with Lloyd's in the
firstlaps as a new market, but some
are complaining that the New York
market is saddled with a handicap
that will send U.S. buyers more
readily to Lloyd's than New York.

So far, 13 syndicates and 33 bro-
kers have been accepted in the ex-
change, including some o f the big-
gest names in the commercial in-
surance business.

Under the state law passed a year
ago authorizing creation of the in-
surance exchange, direct domestic

lHlino

business can come to the exchange
only after being "filtered" through
the New York Free Trade Zone.
That's a time consuming restraint.

The Free Trade Zone, which per-
mits specially licensed N.Y. com-
panies to write large premium and
certain exotic risks without prior
approval on rate or form, was
created by the same act of the state
legislature as the exchange.

The 13 underwriting members
and 33 broker members of the ex-
change gather July 9 at the head-
quarters ofChase Manhattan Bank
to elect the first board of governors
for the "American Lloyd's." The
underwriters will elect six of the
governors, the brokers will elect
two and the remaining four mem-
bers will be public representatives,
chosen jointly.

The fall startup of the insurance

Continued on page 48

N.Y. legislators didn't plan for di-
rect access to the insurance ex-

change, says Albert Lewis.

IS, Florida train

to ioin the markets race

CHICAGO-Industry backing
for an lllinois Lloyd's of London
style insurance exchange is build-
ing slowly, but it is still a far cry
from the unanimous approval the
bill creating -an exchange here re-
ceivad in.the senate last month.

Meanwhile, a bill calling for the
creation of a similar insurance ex-
change in Florida after its eco-
nomic viability is determined by
the insurance commissioner is
awaiting the signature of Florida's
governor. Florida's study-first ap-

, proach is radically different from

the way New York quickly author-
ized its own insurance exchange, a
pattern now being followed in llli-

nois.

The insurance industry has re-

mained very quiet about the devel-
opments in Florida, but it con-
siders the study approach a much
more rational and safer tactic than
Illinois's, an industry observer
noted.

Politicians looking to the lllinois
exchange as an opportunity to
bring more jobs and business into
the state have strongly supported
the bill since it was first introduced
in the House in April. The bill,
sponsored by Bernard E. Epton (R-
Chicago), kept that economically
motivated backing when the llli-
nois senate approved the bill 162 to
O on June 27.

"Strong support up front from
the industry has been so slow com-
ing in lllinois for several reasons,”

said an attorney for an lllinois-
based company. "Insurers and bro-
kers, especially those domiciled in
lllinois, are torn between a realiza-
tion that an insurance exchange
would be a very good thing for the
state economically and a reluc-
tance to mimic a concept that has
not yet been tested in New York,"
the attorney added.

Many insurance companies also
object to the low minimum pre-
mium required for entry into the
lllinois exchange, which is set at
$50,000 (BI, April 30). "That's just
too low a premium to attract the
kind of business a Lloyd's of Lon-
don style operation should enter-
tain,"” complained David E. Brown,

Continued on page 48
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UAVV suit rides. ..

Continued from page 1

all” settle the muddy legal question
ofwhether states can prescribe re-
quirements for benefit plans be-

yond federal requirements.

"GM's suit seeks to have the
court declare that the federal
ERISA precludes Michigan fair
employment statutes from regulat-
ing the terms of its welfare benefit
plan,” said a spokesman for GM.
General Motors filed the suit to
force a definitive federal judicial
ruling on ERISA's impact on state
benefit mandates prior to the 1978
amendments to Title VII c f the
Civil Rights Act of 1964, the GM

spokesman added.

"Since April 29, 1979, GM com-
plied with Title VIl amendments
which require that disabilities
caused by pregnancy be treated the
same as disabilities caused by sick-
ness and accidental injuries."” the
GM spokesman asserted. Spokes-
men for both Chrysler and Ford
echoed GM's concerns and view-
goints, but neither plans to coun-
tersue the union.

Instead, both are waiting for the
federal courts, which are divided
on the issue of ERISA preemption,
to make a decision. "We will com-

ply fully with whatever the courts
decide is legally required in this
area," said a Ford spokesperson.
The class action suits were filed
in Wayne county circuit court on
behalf of all current, past and fu-
ture women employes at the ccm-
panies' Michigan plants who have
been subjected to the discrimina-
tory practices, a union attorney ex-
plained. The union and women em-
ployes charge that GM, Ford and
Chrysler have "maintained a pat-
tern and practice of discriminating
on the basis of sex in all matters
relating to pregnancy,” the at.or-
ney said. The discriminatory prac-
tices as outlined in the UAVWVV suits

against the automakers are:

- Limiting sickness and acci-
dent disability benefits for preg-
nancy to six weeks while providing
up to 52 weeks of benefits for other
disabilities.

= Providing extended benefits
for workers affected by disabilisies
or complications except those re-
lating to pregnancy.

= Failure to provide pension
credits for periods of pregnancy-
related sick leave lasting more than

Coming up

. . . Business Insurance will publish its annual Excess’
Surplus Lines issue Sept. 17. In this issue, Bl editors take a
closeup look at the specialty markets for high-risk and high-
limit insurance, the demand and supply ofthese coverages,
the costs of insurance underwritten by excess and surplus
insurers and the underwriting requirements for retentions
and underlying coverage.

Story ideas and proposals for contributed articles are in-
vited. Contact Susan Alt or Kathryn Mcintyre, 740 N. Rush
St., Chicago, Illl. 60611 (312) 649-5278.

. . . The Business Insurance Product Liability Score
Card, detailing the progress of tort reform around the coun-
try, will be published in the July 23 issue.

property
insurance

on woodworking operations
including automated sawmills

We're insurance specialists in the
forest products industry, and
can provide you with property
coverages at possible savings
up to 50% over your present
costs. We can also provide you
with contractor's equipment
coverage and general liability
(including products) insurance.

six weeks.

« Failure to permit permanent
partial work restrictions for preg-
nant workers on the same basis as
for temporarily partially disabled

workers.

- Requiring pregnantworkers to
provide more proof of disability to
qualify for sickness and accident
disability benefits than they re-
quire of other workers w. th non-
work-related temporary disabili-
ties and greater proof of complete

restoration to health for return to

work after pregnancy.

« Failure to provide certain sick-
ness and accident-related fringe
benefits to women workers on
leave for a pregnancy-related dis-
ability although such benefits are
provided to other workers at com-

pPany expense.

« Failure to provide certain ben-
efits under the hospital-medical-
surgical prescription drug pro-
grams for pregnancy, childbirth or
related medical conditions while
providing such coverage for other

medical conditions. -

Bl promotes
3 editors in

weekly plan

CHICAGO-Three Business In-
surance editors were promoted
July 1, strengthening the staff in
preparation for making the transi-
tion in six months to a weekly news
publication, according to Susan
Alt, editor.

Kathryn J. Mc-

Intyre was pro-

moted to manag-

ing editor from,»»

news editor, a po-

sition she has held

for eight months.

Ms. Mcintyre

joined Bl in Janu- i

ary 1977. As man- Mogintyre
aging editor, sheis 1 —lirmi
responsible for 1111
making assign-

SAZYAIRfu0: 1)1

and assuring that i
reporters meet

their deadlines. .
Strazewski

3 erry Geisel,
whoalsojoinedBlI
in early 1977, was

named Washing-
ton editor. Mr.

Geisel has been
the publication's
associate editor
covering Wash-
ington since he
joined the maga-

zine.

Geisel

Len Strazewski, associate editor in
charge ofthe demographic section,
Agent Broker Topics, was promo-
ted to features editor. He will con-
tinue to be responsible for the de-
mographic section through
yearend, and has been put in
charge of planning and coordinat-
ing the Perspective section ofBl, in
which contributed articles and
other types of features appear. In
this position, he will also assist in
planning and coordinating special
emphasis issues. He joined Bl in
October 197853, -

errors &
omissions

« Richard V. Porrett is president
of a consulting firm named Risk,
Audits & Control Inc., incorpo-
rated in June 1978 in Wilmington,
Del. Business Insurance had said in
its May 31 issue that the firmm could
not be located.

c-for your information-7

Morning newspaper delivers
Skylab policy to subscribers

SAN FRANCISCO-If Skylab falls on a subscriber to the San
Francisco Chronicle newspaper, he/she will be covered for up to
$100,000 for death or dismemberment and the same amount for
property damage.

The personalinjury insurance is underwritten by Lloyd's o fLon-
don to an aggregate $500,000 through A.C. Newman, Lloyd's corre-
spondent, and the property damage is covered by Massachusetts
Indemnity Insurance Co., up to an aggregate limit of $1 million,
through the Don Sherwood Agency.

Both policies were arranged through the Chronicle's broker here,
Johnson & Higgins, for "a reasonable premium compared to the
limits of exposure,” according to William apHugh, insurance man-
ager for the Chronicle. The newspaper announced the policy after
its evening competitor, San Francisco Examiner, offered a $10,000
reward to the first person who brings to their offices a certifiable
piece of Skylab after it falls.

Personal injury portions of the policy are in effect from July 1 to
August 15 and the property portions for the month ofduly, "but we
have oral assurances we can get extensions until Skylab comes
down," Mr. apHugh said.

Self-funded trusts await letters

WASHINGTON-The Department of Labor is expected to
"soon" release long awaited opinions to multiple employer trust
administrators who have asked what their status is under the Em-
ployment Retirement Income Security Act.

State insurance regulators, especiallythose in California, Oregon
and Washington where trusts have grown significantly, hope the
opinion letters to be sent to the trusts will finally settle whether
multiple employer trusts are unlicensed insurers subject to state
law or bona fide ERISA plans, regulated by the federal government.

District courts in Arizona, Kansas and Oregon have already sided
with the insurance departments ruling that the trusts were unli-
censed insurers. A recent decision by a California district court,
however, ruled that a trust, Insurance & Prepaid Benefits Trust,
was a bona fide ERISA plan.

Trust observers, however, are now questioning whether a hard
and fast decision on the trust's status was really made by the Cali-
fornia court since the decision did not arise from a complaint from
an aggrieved insured.

No grounding insurance demand

CHICAGO-Despite airline losses mounting at $50 million a
week during the grounding of the nation's DC10 jetliners, airline
and insurance industry sources are skeptical the event will create a
demand for the applicable business interruption insurance, largely
because a grounding of an entire class of airliner is so unusual.

Leading aviation underwriters at Lloyd's of London report no
requests for business interruption coverage since the June 6
grounding. The policies of most mgjor air carriers are not up for
renewal until next year, "and it will be at that stage if (business
interruption insurance) comes up at all," said a Lloyd's spokesman.

An executive of an airline using the wide-body jet predicted some
airlines willinquire about the coverage, but will not buy it, deciding
the premiums are too high. "They'll decide, 'The hell with that, we'11
just take our lumps, '™ he said.

But John Seear, a director with Laker Airways in London, pre-
dicted airlines will demand some type ofinsurance against ground-
ing losses. "l think that it will stimulate a market similar to hijack
insurance and a new market will be created.”

The May 25 crash of an American Airlines DC10 near Chicago's
O'Hare International Airport killing 274 persons precipitated the
DC10 grounding and has altered the statistics underwriters use to
assess- risk possibilities. Jack H. Hine, president o f the Interna-
tional Union of Aviation Insurers, said recently that the loss inter-
val for losses of wide-body jets has decreased to 1.1 million flying

hours compared with 2.7 million flying hours about a year before
the crash.

Insurer forgives Hall's mistakes

OMAHA-Empire Fire & Marine Insurance Co. will continue
doing business as usual with Frank B. Hall & Co.'s San Antonio
specialty risks operation, despite Hall's discovery and disclosure
that funds weren't being remitted properly to Empire and some
other insurers.

Empire, with whom Hall's specialty risk operation in San Anto-
nio placed most of its coverage, wasn't even aware of what was
going on until about April, when Hall voluntarily told Empire about
$2 million was owed by Hall to the insurer (Bl, June 11).

"Nothing was amiss from our point o f view, relative to our poli-
cies," said William D. Brecht, executive vp of Empire, based in
Omaha. "It irritated us when we first found out, but Hall has
handled it in a very ethical way. It doesn't affect in any way our
willingness to work with Frank B. Hall& Co. | feel better about this
now than | did some months ago.”

index
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Florida wage-loss law

Agent lobbyists plot profit cap revision

By LEN STRAZEWSKI McCue
The agents are also unhappy with

ORLANDO, Fla -Even before the formula adopted for determin- Limits on insurers' proﬁts in the
Florida's new wage-loss workers ing wage-loss benefits They con-
compensation law goes into effect sider too high the guarantee to Florida Wage_loss |aW ar’e unfa“",
next month, lobbyists for the new compensate a permanent partial
law are planning their campaign to disability case for 95% of the wage- T 1
rovise it loss if at least a 15% Wage -lossis4 F says Travelers vp James Holland . iillli

The Florida Assn of Insurance suffered after a disability *4 / (rl g ht) b ut p I a nS to a m e n d th e IaW I I
Agents, which supported develop- "Agents must view this formula
ment ofthe wage-loss concept, now as too high," explained Mr McCue, a re u nd e rway, aCCO rd I n g to FA IA

claims that the Florida legislature "because in some cases it will en- .
overreacted to the cost ?:ontrol courage employes to not to return 79 1 IO b bXISt B u d dy M CC u e (Ieft) -
mandate with an excess profit pro- to full-time work Obviously it is BDI
vision that is too restrictive |iKe|y that a person Working on|y
Excessive profits provisions in part-time can be compensated to a
reform legislation is not unusual,"” level that will be higher than his - .
explained FAIA legislative direc- after-taxes income from the job F I a p rOfIt 11T mMmiTS d ISCO u ra g e
tor Buddy McCue, "but the provi- full-time " -
sion mcluded in the wage-loss bill
ts unique in that it limits profits The FAIA and Associated Indus- -
from investment income " tries of Florida, the state employer _O rke rS CO m p u n d e rW rI te rS 244 -

The profit limitation (Bl, May 28) group, had originally proposed
caps insurers' profits at an annual compensation based on an 80% to
average of 75% over a three-year 80% ratio and "fought labor tooth By MARY ELLEN McKEE workers compensation under- land warned "The trick is to show
period, with a 5% cap on invest- and nail,” but lost writer m the state in 1978 "Even the legislators and busmess groups
ment income earned on reserve Other clauses in the bill are ex- CHICAGO-Only one msurer so the strong proponents of the bill of the state that the insurance in-
funds and 25% cap on underwrit- pected to come under attack and far intends to start writing more admit that the bill may have to be dustry IS willing to compromise
ing profits eventually be reviewed by the workers compensation insurance revisited several times in the legis- when working to improve the

"What we will be doing is trying courts, according to Mr McCue in Florida because of the new, re- lature before it is totally workable " workers compensation system,”
to point out to the legislature that The impairment schedule going formed wage-loss law Mr Holland said "By displaying
reserve practices vary from insurer into effect this month is "peanuts,"” Other maJor insurers of workers “Florida provides a tremendous willingness to shape a system that
to insurer and are not integral to the he said, and is certain to be tested compensation in the state first plan opportunity for both the Insurance works the way the legislators in-
ratemaking," said Mr McCue "In- quickly in the courts "The sched- to learn to live with the law before industry and employers to prove tended it to, the insurance industry
vestment income is usually equity ule for lump sum payouts has been loosening their underwriting They that meaningful reform can work," gains credibility and leverage in
returned to the stockholders and put on a very, very restrictive basis, are eager to set the new law in mo- noted James J Holland, director of the process Once legislators are
varies according to the policies of limited pretty much to amputation tion despite qualms about the product management for Travelers aware that the Insurance industry
insurers, some of whom intention- and blindness," he explained "The harshness of some of the provi- Insurance Co "Travelers will tried to work under the legislation,
ally reserve heavily and others who bill sets up a series of arbitrary sions over insurers' profits spend its first year under the new years down the line they might be
reserve minimally to keep the classificationswhichinmyopinion Thenew law overhauling the sys- legislation concentrating on more receptive to reconsidering
funds m other investments will getknocked out bythe courts " tem to cut workers compensation prompt and fair payments to in- the provisions and consequently

Classifications deemed arbitrary costs mandates a 15% rate reduc- Jured workers and trying to build a lift the profits restriction "

Limiting investment income by the courts do not have a good tic)n Aug 1 and caps insurers sound workers compensation mar-
may achieve the opposite market track record in Florida and similar profits at an annual average of 7 5% ket with affordable prices " Unlike Mr. Holland, United
effect desired by the state legisla- designations included in the state's over three years "It's vitally important to the fu- States Fidelity & Guaranty Co
ture and limit the voluntary no-fault automobile msurance law ture of workers compensation president Jack Moseley fears the
workers compensation market, ac- were overturned Aetna Life & Casualty, the third business in Florida that insurance 7 5% cap on insurers' profits on re-
cordingtoMr McCue "In my opin- Though a shearing provision m largest writer of workers compen. companies display good faith now serve funds and underwriting will
lon the excessive profits provision the new law allows amendments sation insurance in Florida, is the in meeting the provisions of the threaten financial incentives for m-
will have a detrimental effect on without rewriting the whole bill, lone company plannmg to go after bill, even though some ofthose pro- surance companies to aggressively
the voluntary market and deter in- the structure of the legislation more workers compensation busi- visions are harsh and unfair to in- compete for business in the state
surers who may wantto use a retro- could be upset by small revisions, ness as a result ofthe reformed law surance companies,"” Mr Holland “Provisions on rate reductions
spective rating program The he observed One likely target of The company expects to increase said and profit restrictions create finan-
clause will send many employers the courts, however, will not influ- the number of policies it issues m Mr Holland objects to the man- cial uncertainties for companies,
into JUA," the state assigned risk ence rates and markets at all Sure Florida by 10% by the end of the dated 15% rate reduction and the Mr Moseley explained "That'sJust
pool to be tested, according to Florida year, according to Larry K Rand, a excess profits limitation in the law bad business "

The assigned risk pool already agents, is the provision that de- director in the company's commer- His colleagues at Employers of Meanwhile, The Hartford Insur-
covers 40% of the state's employ- mands that claim appeals be filed cial msurance division Wausau, Liberty Mutual, Aetna ance Group is "continuing to as-
ers, a result of a tight market that in the Ist District Court ofAppeals, "Sincethe billis an experimental Life & Casualty and The Hartford sess the opportunities and pitfalls
the wage-loss legislation was de- based in Tallahassee thing, our company does not feel Insurance Group echo his doubts of writing workers compensation
signed to remedy "This provision forces travel to compelled to go after more busi- about the fairness of such provi- busmess in a brand new environ-

"Losses will be cut, ofcourse, but the capital for no apparent reason ness in Florida," said Charles A sions ment such as Florida,” but will
the workers compensation market and will be tested, probably forcing McCallister, vp and assistant gen- "Harshness o f two provisions, make absolutely no commitments
m Florida will not revert to an open a change |n the appeal system to eral manager for Florida Farm Bu- however, should not get in the way about future marketing strateg|es
market situation,” predicted Mr local courts,” he said = reau Insurance Co, the fifth largest of meaningful reform,” Mr Hol- or volume there

the benefit beat

Rubber workers stretch wage/benefit guidelines

More than 55,000 members of the United Rubber Workers rightto retire at age 55 with five years ofservice and atanyage family coverage The 60-day benefit will be available for two

Union won substantial increases m wages, pension payments after 25 years with the company 12-month periods during a patient's lifetime
and health care benefits from the nation's tire manufacturers
m a settlement that apparently far exceeds Jimmy Carter's ASO contract ESOP for pensions

wage and price guidelines Three-year pacts, so far agreed to
by B F Goodrich, Unlroyal and Firestone and still being Metropolitan Life Insurance Co beat out five other compa- The Noral Corp of Chicago has begun an employe stock
negotiated by Goodyear, could raise compensation for em- nies in a bid for an administrative services only (ASO) con- option trust as a retirement plan for its 30 salaried and admin-
ployes by as much as 40% over the next three years tracton a dental program covermg approximately 67,000 civil istrative employes The firm, a graphic arts supplier, will
The tentative agreement ended a month-old strike against servants ofthe state ofMichigan Costs ofthe contract forthe make all contributions to the plan up to 15% of gross payroll
Uniroyal, during which the walkout by 8,300 employes idled state are estimated at $10 14 monthly for each of the 57,000 based on Noral's financial performance Under the plan,
the Akron plant employes and their families currently enrolled in the plan Noral takes the fund contribution, reinvests it in company
Under the standard plan, first agreed to by Goodrich and The dental plan pays 100% of the cost of diagnostic and stock, facilities and equipment and will be able to claim a
then by the other two tiremakers, pensions for current em- preventive services and 50% for restorative services but ex- remvestmenttaxcreditoncapitalequipment expenses along
ployes will be raised to $15 a month from $12 50 a month per cludes orthodontia coverage There are no deductibles under with a corporate tax credit

year of service For those already retired, pensions will be the plan and the maximum benefit is $750 yearly Vesting mthe fund increases atthe rate of10% a yearand an
raised $1 a m_onth ) ) employe is fully vested after 10 years Under the trust, an

The Goodrich "master plan” also raises the benefits for  Alcohol rehabilitation employe earning $40,000 and fully vested could collect
outpatient treatment to $450 from $300, for physical therapy $100,000 worth of profit sharing, stock and stock dividends

to $1,150 from $750, and for major medical care to $300,000 Blue Cross/Blue Shield of Greater New York has begun when he/she quits or retlres Unionized ernployes at Noral
from $200 000 The contract also provides allowances for offering optional alcoholism rehabilitation coverage to its already have a retirement system and did not Join the plan
doctor's visits at a hospital of $25 for the first day and $17 for 2,100 experience-rated group clients The rider provides a

each additional day Costs of chiropractic care are also cov- maximum of 30 days inpatient care and 30 days outpatient Benefit Beat keeps rtskmanagersandemplove benehtman-

ered by the contract visits at approved facilities The benefit is m addition to the agers abreast of changes in plans around the countrv as well
Goodrich self-insures its health plans and pays all the costs five days mpatient alcohol detoxification benefit currently as other important developments. We'd hke to know dvou've
of the pension program for ItS 9,600 workers provided under Blue Cross/Blue Shield's regular coverage made anv changes or know of any significant development

The contract also gave employes increased company con- Employers providing the coverage will be charged 60 cents Wnte Kathryn J. Mcintyre, Business Insurance, 740 N. Rush
tributions in the supplemental unemployment fund and the per month for individual subscribers and $1 16 per month for St, Chicago, U, or call (312) 649-5286
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Mich. bar owners tap Cayman captive

By JERRY GEISEL

BAY CITY, Mich.-When liabil-
ity insurance premiums began to
soar a couple of years ago, Michi-
gan tavern owners didn't drown
their sorrows at the bar.

Instead, the Michigan Licensed
Beverage Dealers Assn., the trade
group that many of the hard hit
bars' belong to, began to explore
alternatives to paying insurers rap-
idly escalating premiums.

Bob Wieland, chairman of the
trade association's insurance com-
mittee and owner of a bar here,
spentmorethanayeartalkingwith
consultants and management
groups and surveying members'
loss experiences to come up with
an alternative insurance program.

The result: They tapped the cap-
tive option. A new Cayman

LONNIE W. WILLIAMS, AAU, DENVER SER

ATLANTA -

CHICAGO

Islands-based insurance company,
National Liability & Business As-
surance Ltd: (NLBA) was formed
under Mr. Wieland's direction and
is owned by 26 members of the
beverage dealers trade group.

NLBA offers policyholders two
basic -types. of coverage to Michi-
gan establishments that hold lig-
uor licenses. One provides protec-
tion against suits brought under
the state's strict dram shop liability
law. That law allows customers to
sue a tavern owner if they suffer
injuries as a result of having too
much to drink in his bar. The sec-
ond policy covers general liability
risks, including product liability.

Both policies offer first-dollar
coverage to per occurrence and ag-
gregate limits ranging from $25,000
to $300,000. Policyholders who

want more than $300,000 of pro-tec-
tiONn can buy excess coverage
through Ward S. Campbell Inc. of
Grand Rapids, NLBA's managing
general agent.

NLBA is taking the first $50,000
of risk and losses over $50,000 are
insured by INA, which is writing
the policies and reinsuring the
lowerlayerwithNLBA. INAalsois
providing claims administration
and adjusting services to NLBA,
which is managed by Cayman Un-
derwriters Services Ltd.

NLBA, which issued its first pol-
icy in February, now has 175 poli-
cyholders.Mr.Wielandexpectsthe
number of policyholders to jump
to about 1,000 by next February.

Premiums this year snould be
;'quite a bit" over $1 mi_lion, Mr.
Wieland said In five years, the pre-
mium flow could be as much as $6

CESSS- WILLIAMC MA'TANA*N. AGENT. CLINTON R*DERSON CO.

When you team up an indfipendent agent with Associated
Aviation Underwriters, you've got a powerful combination.
Bill McManaman discovered the value of

that team more than once. In fact, he was kind enough to share

his observations with us:

"We have had two losses adjusted by Lonnie Williams with
surprising results. in both cases our insureds called and told
me in substance they were delighted with his prompt initial
contact, the actual settlement and the genuine concern
demonstrated during the loss adjustment.

This is a refreshing change to the adversary philosophy

we usually find in claims today and | really appreciated

the calls 1 received from our insureds:'

We've been providing that kind of service for

50 years, and we're proud of our specialists like Lonnie
Williams. Our agents know that all our people are

aviation professionals, and that itts through excellent
service that we maintain our well regarded reputation.
When you're:looking for a back-up system in

aviation, it doesn't pay to cut comeB.

DALLAS DENVER -

DETRO T -

Associated Aviation Underwriters
90 John Street N.Y.. N.Y. 10038 -

KANSAS CITY - LOS ANGELES

million coming from as many as
4,000 policyholders.

The size of premiums paid into
NLBA range from $1,800 to $5,000,
with the average at $2,200. Policy-
holders' premiums are comparable
towhattheywerepayingforcover-
age in the conventional market.

Insureds with the captive expect
to draw savings in the future, pre-
dicting NLBA will keep premiums
stable while insurers will keep
jacking up liability insurance pre-
miums forbar owners, Mr. Wieland
said.

The key to keeping premiums
stable is an aggressive loss control
and safety program. A risk man-
agement and safety committee has
been established to instruct new
policyholders on how to minimize
potential liability exposures as

SAN FRANCISCO

well as to advise them on how to
quickly and fairly settle a claim to
prevent it from turning into an ex-
pensive lawsuit.

NLBA got its start more than a
year ago after 1,200 members ofthe
Michigan Licensed Beverage
Dealers Assn. contributed $100
each to begin a study ofalternative
insurance methods.

At the time, insurance premiums
for Michigan bar owners kept"go-
ing up and up," Mr. Wieland re-
called. At Mr. Wieland's bar, forex-
ample, his premium climbed from
$1,200 to $8,700 over five years.
Otherbarownershadtheirpolicies
cancelled arbitrarily, added lke
Dobre, vp and treasurer ofWard S.
Campbell Inc.

As a first step in probing for a
solution to bar owners' insurance
problems, Mr. Wieland contacted
other trade groups that recently es-
tablished their own insurance
companies. Later on, the Michigan
bar owners hired RIMCO, a Dallas-

The high costs of liquor liability
coverage prompted the captive
plan, says bar owner and associ-
ation insurance chairman Bob

Wieland.

based risk management consult-
ing firm, to assist with the feasibil-
ity studies.

The studies revealed that there
was sufficient interest and finan-
cial support to start a group-owned
insurance company. The studies
also indicated that insurers may
have been in some cases, "panic-
pricing” their policies because
paid claims only amounted to a
fraction o f what bar owners were
paying in premiums, Mr. Wieland
said.

The Cayman Islands was selec-
ted as NLBA's home because an
insurance company can be set up
there quickly and easily. Bermuda,
the most popular offshore captive
haven, is so "terribly crowded"”
there are significant delays in get-
ting a group program started, said
Klaus Gebhardt, president of
RIMCO International.

Originally, NLBA the 2,700-
member Michigan Licensed Bev-
erage Dealers Assn. was to own
NLBA. However, the plan was
shelved because of the complex lee
gal and tax problems of a non-
profit association owning an insur-
ance company, Mr. Wieland said.

Instead, it was decided that indi-
vidual members o f the trade group
should own NLBA. However,
NLBA is structured in such away
that the individual owners are not
liable for losses nor can they rake
in underwriting profits. If NLBA
does show a profit, it will be re-
flected in lower premiums to poli-
cyholders rather than being distri-
buted as dividends to owners.

NLBA was started with about
$500,000 of capital and paid-in sur-
plus. That figure already has risen
to about $1 million and is expected
to climb to $2.5 million, said Mr.
Gebhardt of RIMCO.

Since NLBA began, several other
state beverage dealers associations
have expressed an interest in start-
ing similar programs. If NLBA is
successful, there is a possibility
that one day there might be a na-
tional program to cover bars. -



VWHEN THE OUNCE
OF PREVENTION FAILS,

HOVWVVW DO WE BESI' ADMINISTER
THE POUND OF CURE??

This Wisconsin Historical

Society plague honors our
pioneer curative workshop

a prototype of today's

rehabilitation centers.

T he jrug.value

rehabilitation is simple...

eueryone benefits when an

injured worker returns to
work. Most of all the

worker, but also the family, '

the employer and Society.

" hat's why, 20, ygars

insurance industry's first
physical therapy facility,
a curative workshop.
And that's why today,
we employ a nationwide
staff of full-time,
highly-skilled and

extraordinarily qualified
rehabilitation nurses.

udy Fatig of our
Twin Cities region is
a good example. A highly
experienced R.N., Judy
is now completing
requirements for an
advanced degree
in vocational
rehabilita-
tion counseling. 2

he ane.her assaciates provide

medical, social, family, financial
and attitudinal matters to our
policyholders' injured workers
throughout Minnesota.

11 aimed at helping the

£-1 worker return to work as

soon as practical. To the original
job when possible, or to a new job

that matches the worker's

ability. And helps restore his
purpose in life.

udy Fabig and her colleagues
throughout the nation
personify the "typical" services

-, of an atypical insurer...
*4-4 \Wausau Insurance

i Companies, where we make

sure business insurance
'works for a living.

Come to the source

®

ausau Insurance Companies

Employers Insurance of Wausau
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INTR

Today executives all over the country
face the possibility of financial ruin at any
time.

The reason they're all vulnerable is
simply because they serve on outside
boards of directors, and they could be
sued. For a lot of money And until now,
there was little protection for them.

The only protection available was to
get an outside director's dause written into
your company's regular D&O Liability
Policy (for a premium). But with that cover-
age you're limited. And still vulnerable.
And the outside directors could betaking
away money needed to protect their com-
pany's own board of directors. (If the
outside directors are sued, it reduces the
amount of coverage available for a com-
panyhown board of directors. It can even
wipe out the D&0O coverage entirely.)

The truth is, if you serve on anoutside
board and get- sued, not only could you
be liable, so could your company.

In fact, the threat of lawsuits has gotten

CING
LAN TosmE
AM 411 CAB TOP

UTIVE OM
FINANCIAL RUIN

so bad, and the settlements so high, many is just one of over 300 policies AlIG offers,
executives are now hesitating to accept

outside directorships.

American Home/National Union,
member companies of AlG, have just

come up with a plan to change all that.
We've introduced Outside Directors outside board of directors, it's even more

Liability Insurance.

It's a separate policy bought
by a parent company, which
already has D&O, to cover any of

eir direct rs officers or em-
DIBYEES W are SErving on out-
side boards at the request of the

parent company
So for the first time a com-

through our more than 160 member com-
panies, in more than 130 countries.

For more information, send in the
coupon below.

If it's important for you to serve on an

important to be protected.

AIGS"OUTSIDE DIRECTORS" POLICY

F

Namp

pany can offer their executives real Firm

protection. And the possibility of

financial min for any executive

becomes almost an impossibility
We're very proud to be the

first to recognize the need for this
kind of policy and to act onit.

Our Outside Directors Policy

S - r*PL 3 #R-6'4

Arlar.

Please send me more information on Outside Directors ;

oert » MENESICARINtRrRAtIGRAl Group

a Tel

01

i WEOFFERMORE KINDS OFINSURANCE

THAN ANYONE IN THE BUSINESS.

We welcome inquiries from any licensed agent or broker. You don't Z |
I_ have to be a regular producer to place business with an AIG company. E
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MIAMI and LOS ANGELES

... have the Assurex combination. If you require professional insurance services in
these areas, or elsewhere, we are close at hand... and backed by an international
brokerage organization with 69 offices and 4,000 specialists worldwide.

PARTNERS IN ASSUREX INTERNATIONAL
Call or VWVrite:

D. R. MEAD & COMPANY KINDLER & LAUCCI

laa 33132 W' ok andAies, Ealifornis| 90017

See our ad or. page 6

For Stable Ocedn Marine,

U.S. insurers face

only small losses
iNn lran takeover

By JOHN MAES

CHICAGO-U.S. insurers in lran
are barely wincing under the na-
tionalization o f insurance compa-
nies because their investments
there are relatively small and all ex-
pect some compensation from the
Iranian government.

Ironically, none ofthe companies
carry expropriation insurance be-
cause the potential losses are small
enough to fall within the self-
insurance capacity ofthe firms, ac-
cording to insurers.

Insurers not only expect pay-

Inland Marine & Multi-Peril Markets

errmouee

here

today

Wm.H. McGee & Co.,Inc

Established 1887

111 John Street - New York, N.Y. 10038

Atlanta - Baltimore - Bostan - Chicago  Columbus

Montreal Newark - New Orleans

Houston - Los Angeles

Philadelphia Pittsburgh San Francisco - Seattle - Toronto

Correspondents Throughout the World

Dallas -

here

tomorroww

Detroit

New York Regional

Vancouver

ment from the lranians for their in-
vestments but also thatthe govern-
ment will want the American-
trained Iranian personnel to con-
tinue in administrative and man-
agement roles. Few Americans
have actually worked in the Iranian
firms and all were evacuated dur-
ing the governmental overthrow in
February.

American International Group
(AIG), which owns 35% of the Iran-
American Insurance Co. in Tehran,
stands to lose the most from the
nationalization late last month.
AIG invested $3.5 miillion in the
Iranian firm four years ago when
the government first allowed pri-
vate investment in its insurance

companies, said John Verel, direc-
tor of investments for AIG.

Also holding interests in Iranian
insurance companies are INA
Corp. with a 20%, $300,000 invest-
ment in the Shargh Insurance Co.
and The Continental Corp., which
owns approximately 10% o fthe Ha-
fez Insurance Co., also of Tehran.
Continental's investment in Hafe=
totals about $750,000, according to
a company spokesman.

British, French, German and Ital-
ian assets have been seized along
with a Soviet insurance firm.

"We're the largest American in-
surance interest in Iran and our in-
vestment is quite modest to be
sure," said AIG's Mr. Verel. "It's
unfortunate, but it's by no means a
material event to AIG financially,”
he said. "We will seek prompt and
fair compensation to the extent our
interest appears in the company.”

Losing investments to national-
ization is nothing new to the AIG,
which has mostly small-scale inter-
ests in 130 countries, said Mr. Verel.
Last year, Nigeria informed AIG it
was taking control o f all insurance
operations in the country and AIG
is still negotiating a price for sale of
its interests to the Nigerians, he
said. AIG's investment in a Paki-
stani insurance firm was also
seized during a nationalization in
the early 1970s, but AIG was fairly
compensated, Mr. Verel noted.

Once the nationalization in Iran
is complete, Mr. Verel said it's pos-
sible the government, lacking ex-
pertise, may ask AIG to continue to
provide the same reinsurance,
claims adjusting and engineering
services it has provided its clients
all along. "It happened in Nigeria
and it's not uncommon after na-
tionalization that the new owners
may turn to us and ask us to pro-
vide them with management ser-
vices," he said.

H. Donald Lindell, senior vp for
the international division of the
Continental Corp., said the Iranian
moves are "much ado about noth-
ingbecauseitwon'timpingeonour
balance sheet.”

Continental earned its first un-
derwriting profit from its interest
in Hafez in 1978, he said.

Mr. Lindell expressed some con-
cern whether services to clients
will be disrupted or delayed by the
nationalization. Although most
multinational firms in the country
haven't operated since the govern-
ment overthrow, many local bu-
sinesses such as hotels insured by
Hafez are still in service. "We're

concerned about how we'll be able

to handle them,” he said. a

New branch office
E.W. Blanch Co., a Minneapolis-
based reinsurance brokerage firm,

has opened a sales and service of-
fice in Atlanta.



HOVW DO YOU KNOWV IF
YOU HAVE THE RIGHT

FIDUCIARY LIABILITY POLICY 7?

THE INSURANCE BUYER'S ERISA QUIZ

[3 Does your policy limit coverage to persons defined as liduciaries?

Il Does your policy limit coverage to wrongful acts of insureds only?

I Does your policy provide defense costs within the limits of liability?

El Does your policy limit loss to damages by definition, and exclude non-pecuniary

claims?

II-Does your policy by definition exclude employee benefits liability losses?

E] Does your policy include outside persons as insured fiduciaries?

El Does your policy contain a limited retroactive acts exclusion?

[3 Has your policy been purchased without the advice of competent legal counsel who
has rendered an opinion in writing as to which contract he felt offered the broadest

coverage?

Ifthe answer to any of the above questions is
"Yes;' the chances are you have probably pur-
chased the-wrong policy. And the real problem

is that you will probably never know until you
have an uninsured loss.

How do you know you have the right fiduciary
liability policy? There's only one way- to com-
pare. Remember -all policies are not created
equal While all contracts may appear to be
similar, there can be substantial differences in
their termms and conditions -differences .which
can be very sigriificant - and costly. And, un-
fortunately, it's impossible to compare policies
without a thorough understanding of the law.
(ERISA)

The Professional Indemnity Agency, direct
Lloyd's correspondents, is one of the very few
insurance underwriters qualified to make sound
recommendations. Fiduciary liability coverage
is our business - our only business. We under-
stand this is a difficult business - and we re-
fuse to take the easy way out. Combining a
Fiduciary Liability and a Directors and Offi-

cers Policy may serve the best interests of the
insurance carrier and the broker, but it may
not serve your best interest because it may not
give your people the complete protection as
provided by the RI.A. form. The responsibil-
ities of persons covered under each policy are
quite different; in fact the law (ERISA) man-
dates this conflict. RI.A. does not deal directly
with insureds, but we will be happy to make
our facilities available to your agent or broker.

Before the enactment of ERISA, your sole Fe-
sponsibility was the guarding of corporate as-
sets. But now, because of this law, (ERISA)
you are faced with the tremendous additional
responsibility of protecting the personal as-
sets of your directors, officers and other em-
ployees. You've got to be sure. You'Ve got to

compare. Youte got to talk to the experts...
NOW!

Professional Indemnity Agency, Inc.
Professional Intermediaries Associates, Inc.
110.East 59:h Street

New York, NY. 10022

Tel (212) 421-2033 Telex 14-8435

3.*,t:*0*8%$251.2/4
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editorial opinions

Rely on people, not machines

ATORKERS TURN OUT shoddy goods signing idiot-proofsystems, insultworkers I hZ 1

V V because management expects them and show contempt for their abilities, he 1 YOKK '

to, says soclologlst Robert Cole ofthe Uni- believes.
/55 .*

1. il ~
T

versity of Michigan. A year of studying the Though he acknowledges some inherent
Japanese work environment led him to the problems in the methods the Japanese use E'tiF-"
conclusion that quality control in this for involving workers in their operations,

country is poor precisely because more re- Mr. Cole thinks there's some merit in using v oa

a

liance is placed on inspectors and ma- small groups of 10 or so workers to discuss
chines to produce perfect goods than IS quality control and production problems
placed on workers themselves within their department.
The more an operation rehes on ma- We suggest, further, that perhaps prod- . TLt-4.... 4
chines to correct problems and on inspec- Hct safety committees should include '
tors to find faults, the less incentive there is workers involved with day-to-day produc- R
for workers to do the job right, he says. tion problems related to quality control ef- 44* * -4-"
Engineers, who often have the goal of de- forts.

* 44

Kudos to double-duty execs "

EVERAL NOMINEES for Risk Man- tween life and death for smaller firms.

ager of the Year this year were corpo- Three cheers for corporate executives
rate executives spending only part oftheir and administrators who cope with risk/ BUS<Zess [FJRNICA\1-5>
time on risk and insurance management insurance management tasks along with a "I think it will fly Orville, but where will we park it?"

| duties. Of course, many managers respon- lot of other jobs.
sible for risks and insurance have many

different jobs, Including insurance and F) ri ce Of I ife I ette r'S
risk management programs.
We were glad to see these people II'MPLOYERS KNOW ALL too well the g .

. R . L. usmess Insurance welcomes letters from its readers Please keep your
nominated. Many times corporate or ad- -U price of life is dear, workers compensa- comments as bnefas possible and we reserve the nght to edit or shorten
minlstratlve officers practicing risk man- tion benefit levels reflect the rising value of letters for clarity or space Please send your comments to Letters to the
agement are innovative in their problem- lives and limbs. Now the Highway Traffic Fditor- Business Insurance, 740 N Rush St.Chicago, Il 60611
solving approaches. We intentionally Safety Administration estimates that the

opened up the competition when it was cost ofalifelostin amotorvehicle accident Lloyd's can tutor Mecl,ain Jr, instead of James
begun to people with myriad tasks and re- in 1975 was nearly $290,000. _ McLain The correct telephone
e L. A To the editor By way of com- number is 212-374-3874 | would ap-
sponsibilities, recognizing that they often Is it any wonder that more people are ot referring to William L preciate your publishmg a correc-
do as much as anyone to further the profes- trying to claim against employers, manu- Doran's question (Letters, May 14) tion
as to the necessity for syndicates o f J.A. McLain Jr.
R R R . . the New York Insurance Exchange Vp, Underwriters Adjusting Co,
said that the company president (or chair- The NTSA figUres thls nUmber includes to recruit underwriters frorn the New York, N'Y
man) is the real risk manager o f every firm. about $212,000 in lost production and con- London market It seems he has

Undeniably, in the evolution of many sumption in the marketplace (we assume "ot considered that the expertise  Cgrtoon comment
velpoped by underwriters at

companies, it was the financial or adminis- this represents lost wages); $63,545 loss to Londgsedurlng the past century or To the editor Your June 11 car

trativemanager whosawtheneed forgood thehome, familyandcommunity; $275 for so reflects itself in their overall toon (Lawyers on the wing ) iS
1 risk management, who created a full time the hospital (sounds low); $160 for doctors; mental approach to the business of irresponsibly bush league

. ) A underwriting an entirely broker- Joseph F. Cook
position for a risk manager and then $925 for a funeral; $2,190 for legal ex- produced portfolio Claim manager, Pennsylvania Na-

brought the department along. penses; $295 for handling insurance For the New York exchange to tional Mutual Casualty Insurance
emulate the dexterity, flair and Co, Houston, Tex
flexibility that exists in the Lloyd's

sion of risk management. In fact, it's often facturers and insurers for the loss”®

Though the cash conservation aspects of claims; $80 for accident investigation;
risk management may be more important $3,685 for losses to others; $3,990 in car

to very large corporations, the existence of damages; $80 for delay of traffic (now practical adsistance and t8fifion Course inq ui ry

a good, workable, basic risk management where did that come from?), and $130 for 2aVvailable There IS only one tutor To the editor Your April 30 issue
that can adequately complement contained an article by Margaret

program often spells the difference be- the coroner. the technical expertise of the LeRoux (Benefit managers attract
American system and that is peo- notice, some vp titles) which men-
ple who grew up in the Lloyd's tra- tioned Certified Employe Benefit
dition of excellence Therefore a Speciahst classes at Wharton and
the national newsmagazine of certain amount of recruiting from in San Francisco

b n S i n e S S i n S u ra n Ce toss prevention, risk Anancing and London is the only sensible way of Could you tell me where | can

emplove benejit management quickly acquiring the necessary In- obtain information about courses
gredients for success available in the Los Angeles area®
For Mr Doran to suggest that Thank you for your help
G D CRAIN JR founder (1885-1973) London underwnters may not be Ellamae MelLean
MRS G D CRAIN JUR . . . .
chairman of the board charrmSa’:. eBrEe::\.ti:::Ec::m:uee preside:Aa’:ZEe:!:it:::‘direclor egL“pped to handle brokers who EmpIOy_e benef|t§ admlnlStrat?r’
ETH £ CRAIN BAVID 4 CLEARY gk ALERED MALEGKI will exude power and exert pres- Electronic Memories & Magnetics
secretart, treasure(r sentor vp-group pubtisher up-publwher (New York, sure amid the dm oftelephone bells Corp, Encmo, Callf
and the clacking ofTelex machines
SUSAN ALT, ARM, CPCU, editor KATHRYN J McINTYRE, managing edtor is nonsense Gontact the International Founda-

LEN STRAZEWSKI,featufes edttor JERRY GEISEL, Washington editor Assoctates New York--STUART EMMRICH, ELLIS SIMON, Chicago- In short, the decision to combine tzon of Emplove Benent Plans,
JOHN MAES, MARY ELLEN McKEE, PHYLLIS GALLAGHER (asst) MERRILL SALTZMAN, editorial production chuf JOE FARACI, Art the talents oftwo entirely different sponsor ofthe courses leading to the
dtrector Correspondents London-JOHN MILLER (01) 946 4215 Seattle-HARRIET KING (206-888-2340) San Franctsco-MARGARET LeROUX markets should be applauded, not CEBS designatton, at 18700 Blue-
(415-625-5082) misconstrued to suggest it is "an mound Rd, PO Box 69, Brook-
admission that the American mar- fleld, Wisc. 53005 The Interna-
ketlacks talent and all it can supply tional Foundatton 13 working
is money " jointly with Wharton School of the
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Member of Business Publications Audit of Circulation
r=-Em tABP



Shand, Morahant

Miscellaneous E&O

program.

Next time you have an E&O risk thatt some-
what hard to classify or insure, check it out with
Shand, Morahan & Company

We're a leading underwriting manager for I t even covers

Miscellaneous E&O, with a highly stable mar-
ket for this coverage. As such, we presently

cover some of the biggest and most unusual t h e we at h er

risks in a variety of industries. From private
weather forecasters to medical testing labs to
management consultants, financial analysts, re p O rt -
data processors, medical recording devices,
even printers who print lottery tickets.

And these are just a sampling of the many
diverse exposures covered by this insurance.

Shand, Morahan & Company writes this
business on a claims-made basis, as broad
form coverage with minimal exclusions. Limits
are to $10 million, with realistic deductibles
available. Minimum requirement for insureds
is $1 million in annual receipts or a minimum
premium of $5,000.

A liability risk that's a bit hard to classify-
and to insure? Call the Miscellaneous E&O
experts at Shand, Morahan.

We deal with the out-of-the-ordinary every

day Your forecast for new business? Bright
indeed.

Shand, Morahan & Company, Inc.

One American Plaza Evanston IL 60201 312/866-2800 Cable Shanmor Telex 72-4328

14 .i 6 5 ]-.gAL619- -:6,56ik
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Smithsonian provides training
IN mMuseum risk management

By JERRY GEISEL

WASHINGTON-The Smithso-
nian Institution here, the venerable
dean o f American museums, leads
the way in risk management, too.

About 20 museum registrars and
curators spend a day here each
year, not gazing up at Lindbergh's
Spirit of St. Louis or ogling the
Hope Diamond, but analyzing the
intricacies of insurance and risk
management.

Now in its fifth full year, the
Smithsonian's risk management
and insurance seminars sponsored
by the office ofmuseurn programs
have attracted more than 100 eura-
tors and registrars from around the
country who shared a common

goal: a thirstto understand how the
insurance and risk management
mechanism works to reduce costs
and cut down losses.

For some registrars, a day at the
Smithsonian opened up a new
world of insurance and ultimately
led to a reduction in premiums.
"The program changed my whole
impression about insurance," said
Delbert Gutridge, registrar at the
Cleveland Museum of Art. As a re-
sult of attending the seminar, Mr.
Gutridge said he was better able to
explain underwriting informal. ion
to his broker which ultimately led
to a $13,000 premium reduction.

The risk management and insur-
ance workshops for curators and

registrars is the brainchild of Phil-
lip Babcock, the Smithsonian's
veteran director of the office of
grants and risk management.

Mr. Babcock began the biannual
workshops five years ago to give
curators and registrars, who usu-
ally lack risk management and in-
surance backgrounds, the tools to
explain and protect their mu-
seums' risks.

Because museum officials often
didn't understand business insur-
ance or how to explain their risks,
they were not in a position to nego-
tiate with their underwriter, Mr.
Babcock said. "If you cant explain
the risk, how can you get a reason-
able premium?" he asks.

To put the risk management and

11,8
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The Smithsonian Institution, which harbors and protects such gems
from American history as the Spirit of St. Louis, teaches other mu-
seums the intricacies of museum risk management.

insurance functions in clear focus,
industry experts who speak at the

workshops discuss topics such as
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Don't be shut out. We have the markets

for the excess coverages you need.

Not all brokers know the excess and surplus market
and the reinsurance market. If yours doesn't, you
may end up paying excess rates for yourinsurance
protection. And that's bad because it's unneces-
sary. The answerto your problem is

most probably a more knowledgeable

broker. Arthur J. Gallagher has special-
ized in self insurance and E&S cover-

ages for more than twenty years. You're not tied-
down to any one source. Our placements are the
most economical and realistic possible. And we'll

be glad to prove itto you. No matter what the nature

of your self insurance plan, you won't be

shut out of E&S with Gallagher! We

invite you to consult us. There is
absolutely no obligation.

ARTHUR J. GALLAGHER & CO.

Gould Center, Golf Road, Rolling Meadows, lllinois 60008 - Phore 312/640-8500

* An International Organization Providing Excess Coverages and All Related Servtces for Self Insurers
« Brokers for Commercial, Industrial and Institutional Insurance Programs

how an underwriter determines a
premium, the responsibilities of
the broker, the impact of small
claims on premiums, how the
wording of a loan agreement deter-
mines a premium and how to re-
port changes in events that could
affect coverages.

Above all, the seminars empha-
size how museum personnel can
better communicate their risks to
their broker, which benefits both
the insured and the insurer. Mr.
Babcock points out. "Without ade-
quate information, an underwriter

can only assume the worst," he
noted.

Aside from explaining the intri-
cacies o f insurance, the workshoos
delve heavily on loss prevention.
Security experts discuss how to
ship and pack exhibits to reduce
transportation losses. In addition,
the pros and cons of various secu-
rity devices as well as the use of
guards are discussed and analyzed.

Philosophical issues also are ad-
dressed. For example, rather than
devote economic resources to in-
surance for permanent collections,
a museum has to put its emphasis
on loss prevention since the collec-
tions are irreplaceable, Mr. Bab-
cock observed. "Remember, a
museum's priority is protection of
its objects.”

Having run a successful series of
basic workshops, the Smithson-
ian's Mr. Babcock now wants to
sharpen his students knowledge.
He has set up a new advanced
workshop for graduates of the ba-
sic class. At the advanced classes,
curators and registrars analyze mu-
seum policies on a case by case ba-
sis to see if they can determine if
the policy fits the risk.

Mr. Babcock envisions that as a
result of a more knowledgeable
museum community, there might
be a greater uniformity in museum
insurance policies.

"Sometime in the future, there
might be a standard'museum pol-
icy' much as we have today a stan-
dard homeowners policy,” Mr.
Babcock said. Currently, there are
several types of policies available
which museum officials have to
carefully evaluate since some poli-
cies have more exclusions than

P =8 = I . —

Hospital risk study
RIMCO Risk Management Inc. of
Dallas will conduct a full risk man-
agement review and comparative
study of insurance coverages for 26
members of the National Assn. of
Children's Hospitals and Related
Institutes (NACHRI), In addition
to evaluating the effectiveness of
each participating hospital's risk
management program and per-
forming a comparison of insurance
programs and costs, the study will
evaluate the feasibility of a group
effort to control costs of malprac-
tice coverage such as an associa-
tion captive or a NACHRI-spon-
sored group insurance purchasing
effort, said.Klaus J. Gebhardt, pres-
ident o f RIMCO. The study should
be completed in October.



Calif. self-insurers

fight odds against
-ork comp reform

By JOANNE GAMLIN

SACRAMENTO-Workers com-
pensation reform may yet get off
the ground in California this year,
according to Joseph E. Markey,
legislative advocate for the Califor-
nia Self-Insurers Assn. (CSIA) in
Sacramento.

Mr. Markey intends to push a
new'employer package' of five im-
portant reforms employers would
like. To encourage labor backing
the package offers substantial ben-
efit increases, he said.

This year was supposed to be the
year for workers compensation re-
form, according to proponents, in-
cluding Clay Jackson, general
counsel for the Assn. of California
Insurance Cos. and state senator
Bill Greene (D-Los Angeles). Sen.
Greene, author of five worker com-
pensation reform measures offered
earlier this year, said at CSIA's an-
nual meeting in February reforms
could be passed this year.

"Everyone would have agreed
with Sen. Greene in February," Mr.
Jackson told Business Insurance.
California has not had a mAjor ben-
efit boost in workers compensation
benefits since 1972 and the state
has not passed a workers compen-
sation bill o f any significance since
1976.

Butasoflate June, thechancesof
a good reform bill being passed had
become remote. The chances are
60% to 40% against such a bill being

proposed and passed, estimated
Mr. Jackson.

The main reason why no real re-
form will be passed this year, and
probably won't be attempted until
1981, is that the three principal
groups that must agree on such a
bill have not arrived at anything
close to a consensus. The three
groups are labor, management and
the insurance industry, the latter
two often sharing a similar per-
spective.

Applicants' attorneys are an-
other potent force, usually allied
with labor. They are said to be pre-
paring their own bill.

Of the five 'employer' reforms in
Mr. Markey's new bill, one is cer-
tain to upset applicants' attorneys.

This is the proposal to increase
the disability evaluation bureau
(DEB), part of the state's depart-
ment of industrial accidents. The
proposal's aim is to reduce litiga-
tion. Under this proposal, workers
compensation claimants will go to
the DEB where they will be ex-
amined by independent medical
examiners who decide the percent-
age of disability.

"If y6u or your lawyer don't like
it, you must appear before a referee
and overcome that evaluation,”
said Mr. ' Jackson. The proposal
could eliminate "the vast bulk” of
litigation in areas where litigators
don't belong and where they find it
most profitable, such as arguing
over medical reports, he believes.

He said attorneys' fees are set by
the Workers Compensation Ap-
peals Board (WCAB) and are based
on the amount recovered by a
claimant, most of it in permanent
partial disability (PPD) awards.

"The big legal issue in PPD is ex-
tended disability, which is not a le-
gal issue but a medical issue on
which the advocates make lots of
money. So if you cut it down and
administer it, you are cutting their
income down by a substantial de-
gree and they are howling like
hell," he said.

He said the DEB proposals were
developed primarily by the Califor-

nia Workers Compensation Insti-
tute.

The three other employer reform
proposals in the new package Mr.
Markey feels optimistic about are:

= Apportionment. This statutory
section provides that employers
should be liable for that portion of
the disability caused by or attrib-
uted to work exposure. Other
causes of disability such as aging,
pathology, non-industrial or pre-
viously compensated disabilities
would not be the liabilityof theem-
ployer. Therefore, they should be

Continued on following page
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A Non-Standard
Source of Profit !

Opportunity in Personal Lines!

Non-standard risks such as mobile homes, recrea-
tional vehicles, and surcharged auto challenge
insurance producers to find quality coverages at a
reasonable cost. CDSR has the solution! Through our
reliable markets and experienced personal lines staff,
producers have the opportunity to turn problem risks
into profit dollars.

4**@4!&-* Our Markets Include Aviation, Oil, Marine, Casualty,

Property, Personal and Surplus Lines.
CR AMENS. DARG. AN
B COMPANY SPECIAL RISKS

Offices in Houston/Dallas/San Antonio/Lubbock/Denver

Represented by agents land brokers throughout the Southeast, Midwest and Southwest.

Introducinga better way
to protect your clients’

trust departments against
errors and omissions.

In today's complex legal environment, it isn't
unusual for a trust department to become a

defendant.

To protect the institution itself, MGIC is
making available an important extension to its

and Omissions endorsement is in effect.
This innovative combination D&0O/E&O

coverage is another reason why MGIC is the
leader in liability protection for financial

institutions.

D&O insurance. Our Errors and Omissions

endorsement will insure the financial

institution for its trust department operations.
It provides protection against claims of

wrongful acts which may arise as a result of

MGIC Indemnity Corporation
RO. Box 488
Milwaukee, Wisconsin 53201

MGIC

O Send complete D&O0 broker kit, including E&O information.
O | already have the D&O broker kit. Send E&O information only.

the decisions made in the day to day Tite
management of a trust account. Company
And it even provides coverage for acts Addw

performed before the policy was written,
providing the claim is made while tbe Errors

ey b L Vg amn ) op b of — | =21

8179
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Calif. work comp...

Continued from previous page
apportioned out of the award, said
Mr. Markey, observing that this
measure would affect cumulative
trauma awards, an issue over
which the insurance industry is ea-
ger to gain a degree o f control.

- Limitation on the imposition
of ratings on subjective compo-
nents of disability. Mr. Markey said

that the section in his new bill is
lifted from the so-called omnibus
bill, S.B. 465, offered early this year
by Sen. Greene. The section, which
also affects cumulative trauma
awards, states: "Consideration also
may be given to factors o fdisability
that cannot be measured objec-
tively, in proportion to the severity
of such factors, but in no event
shall consideration of such factors
serve to increase the percentage of
permanent disability obtained by
objective elements alone, after ad-
justment for age and occupation,
by more than 25%."

- Improvement of the penalty
section. This section says that
when the payment of compensa-
tion has been unreasonably de-
layed or refused, either prior to or
subsequent to the issuance of an
award, the amount delayed or re-
fused shall be increased by 10%,
but in no event less than $100. . "

- Limitation on the length of
training for vocational rehabilita-
tion. At present, there is no limit on

the length oftime for vocational re-

Insurers compete
already: Hartford

CHICAGO-Proposals to repeal
or amend the insurance industry's
antitrust immunity under the
McCarran-Ferguson Act will fail to
improve competition or help the
consumer, according to Hartford
Insurance Group vp Stephen I.
Martin.

The proposals, he said,” do noth-
ing to assure the competitive pric-
ing of insurance as some propo-
nents have suggested.”

A proposal to institute federal
chartering of insurance companies
would still allow states to set rates
at artificially low levels for as-
signed risk plans and other resid-
ual market devices, he said.

States, according to Mr. Martin,
would maintain direct price con-
trols or establish cartel pricing
pending the outcome of a federal
study of state insurance regula-
tion.

"In all but a handful of states,
considerable price competition al-
ready exists among insurance
companies,” he maintained. .

Separate

coverage may
lower lexas

workers’
comp costs.

In Texas, your national carrier's
workers' compensation
insurance rates are the same as
ours. The difference is that,
through the efficiencies of
prompt local service, we were
able to return to our
policyholders over $55.8 million
in 1978 alone through dividends,
premium discounts, and
retrospective savings

That's why many national
companies place the Texas
portion of their workers'
compensation coverage with
Texas Employers: Get all the
facts by calling our National
Accounts Division at

214/653-8100.

Texas En.PLOvVeRS"

as IS T on
Insu=lance

Dallas, Texas 75221
Employers Insurance of Texas:
Texas Employers' Insurance Assn.
Employers National Insurance Co.
Employers Casualty Co.
Employers National Life Insurance Co.

hab litation, which Mr. Markey
con:ends is wromg.

Mr. Markey won't Elaborate on
thebenefit increases in hisnew bill.
Mr. Jackson said employers are so
anxious to have ; workers compen-
sation reform bill in 1979 that they
are willing to offer a package with
20 pointsof benefit increases worth
between $500 milltcn and $600 mil-

lion.

"You can add ZC% to that $500
million to $600 mill: on to cover the
cost of those self-insured or legally
uninsured and yc u are talking

close to $1 bi_lion in up- front bene-
fits," he said

The savings to offset the added
costs wculd be generated by reduc-
ing the use o f lawyers and doctors,
Mr. Jackson thinks.

"The real reason people want
these reforms is that they need a
return to stability. What these law-
yvyers have m:naged to do, together
with their friZnds in th€ court sys-
tem, is to blow this system up so
that it is not budgetable any
longer,"” said Mr. Jackson.

What's more, he warned there is a
time bomb in the form of occupa-
tional disease carcinogens staring
employers in the face.

Mr. Jackson reiterated that he

does not thinc there will be a major

reformbillir. 1979. Henotedthathe
has looked at AB 1063, :he bill that
has Mr. Markey s spirits rising, and
that he has not changed his mind
about the odds against a reform
bill. AB 1063 ofers ab Mit a 20 point
benefit increase, and embodies a
new strategy in that it has manage-
ment offering the benefit hike
rather than labor. The whole thing
thus hingeson the reaztion oflaber
and its allied foup, the attorneys.

The bill represents t he penulti-
mate chance of passing a mcr
workers compensation reform
measure in 1979; the fmal chance
will come in August and Septem-
ber, just before the closing of the

legislature.

Mr. Jackson's prc fessional guess
is that there will either be no bill at
all or there will te a small benefits
bill such as that recently suggested
by the state labc,r federation, pro-
posing a 4.5 point benefit increase
with no reforms.

Labor views most ofthe manage-
ment insurance industry reform
proposals as too radical. Part ofthe
labor community may not want to
move on reform this year in order
to increase pressure for federal pro-
posals by Sen. Harrison Williams
and Jacob Javits.

However, employers are all the
more eager for a mAjor workers
compensation bill this year, Mr.
Jackson added, because they are

scared stiff o f federal legislation. -

Introducing the
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+ Clearly writtenii#éVerycIay English.
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11 Clearly broldined all-around coverage.

. 1 - 3 That's the re6lutionary approach USAIG
has taken with our all-new, ALL-CLEAR
360° aircraft insurance policy. It spells

44#: out-in plain English-exactly what

coverage you have and gives you more

coverage than ever before.

What we'll pay

in flight while its rotors are in motion as
a result of engine power or autorotation.”

"If your aircraft is a total loss we'll pay
you the amount shown on the Coverage
Summary page for your Aircraft Physical

£ Here is an actual example, taken intact
8: from our printed policy:

f Your Aircraft Physical Damage Coverage

"If you have this coverage, we'll cover
you against risk of physical loss or
damage to your aircraft both while it's on
the ground and while it's in flight. A fixed

wing aircraft is in flight from the time it
moves forward for takeoff and until it

completes its landing run. A rotorcraft is' of the aircraft.” -:

Damage Limit, less any deductible
that applies."

Your Liability Coverage

"Combined coverage for bodily injury
and property damage. If you have this
coverage we'll pay claims for bodily
injury, mental anguish and damage to
someone else's property resulting from
the ownership, maintenance or use
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State rules choke surplus lines: Broker

By STUART EMMRICH

NEW YORK-State regulators
could put a hammerliock on the
excess/surplus lines market if the
muscle-flexing apparent today
strengthens regulatory control
over the market, fears a specialty
market underwriter and broker.

Predicting ano:her tight under-
writing cycle for Standard insurers
beginning late next year-which
drives buyers into the surplus
markets-Bernard J. Daenzer is

crusading against these increased

"TIf**ts{-,28?58)5.,31<fff.- ,». ..i:

regulatory efforts.

Michigan, for example, is consid-
ering a law to hold all excess and
surplus companies operating in the
state responsible for the failure of
any one of them, says the president
of Alexander Howden Group U.S.
Inc Most states restrict solvency
laws to the admitted market, a tra-
dition he supports.

Other states, meanwhile, are con-

siderihg laws that would set maxi-
mumandminimumlimitsofcover-

age to be written by the excess/

"« f "6 P

USA/G
Aircraft Policy
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i But we didn't stop with language alone.

We, also added more, coverage to.give

BA brochure describing our ALL-CLEAR

-0 policy in more detail is free for the
9 asking. Simply complete this coupon and

110 William Street, New York,

% , New York 10038.
Name

Address

City IStatelZip
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surplus market, he sa§»-Such laws
"don'tlet competition do its work,"
Mr. Daenzer objects.

A " provincial attitude" in some
states now restricts new companies
from entering their markets. North
Carolina, Michigan, Massachu-
setts, New Hampshire and New
Jersey pose the most potential
problems for expansion of the
excess/surplus market, he says.

North Carolina doesn't now ad-
mit any alien companies to do busi-
ness in the state, except forLloyd's,
Mr. Daenzer said. Michigan's list of

NEW YORK « ATLANTA - BOSTON - CHICAGO - DALLAS - DENVER
HOUSTON - LOS ANGELES - SAN FRANCISCO - TOLEDO - WICHITA

approved f.rms is"very restrictive”
and hard to get on. North
Hampshire charges surplus insur-
ers a fee to get on the list and its
producers are so complex they
screen out companies, he said.

"Risk managers and the insur-
ance industry are prepared to fight
hard against any proposal to re-
strict :he excess and surplus lines
market,” Mr. Daenzer declares.
"Freedom to establish companies
and absence ofcontrol are essential

to meetinG the needs ofthe inglus-

try and ward off any form of addi-
tional government insurance.

"It is a necessary, natural release
valve to take the pressure off the
standard companies in a bad cy-
cle."”

Mr. Daenzer predicts the next
"badcycle"willbeginthelastquar-
ter of 1979.

U.S. insurers showed an under-
writing loss in the first quarter of
1979, but investment income
pulled up the combined results to
near 1978 profitable levels.

Mr. Daenzer expects the nextlos-
ing underwriting cycle to continue
through 1982, with losses in 1981
possibly reaching a 25-year record
ofnearly$3 billion, he recently told
the Non-life Institute o f Japan.

"Despite the obvious direction of
the current cycle, big discounts are
being granted this year on top of
similar discounts last year. This is a
complete erosion ofthe price struc-
ture,” he said.

Because it takes a few months for
the impact of the discounts to be
felt in the marketplace, underwrit-
ers are slow to react to the changes
in results, Mr. Daenzer said. This
causes other problems.

"As the results become worse
and worse, the underwriter in the
U.S. then faces the insatiable de-
mand by management for cash
flow," he explained. Investment re-
turn has been very high and claims
reserves have become enormous;
1978 loss reserves increased 20%
over 1977.

"Insurance companies owned by
conglomerates and straight for-
ward captives have put: muchmore
emphasis on the importance of
cash flow. All companies have a
problem with inflated budgets
which adds to the demand for in-
creased premium volume despite
the bad loss trend," he said.

He also warned that a trend to
reduce the present policyholder
surplus of around $36 billion dur-
ing the coming down cycle in the
business will make it difficult for
American insurers to handle de-
mand for insurance, estimated to
grow from $80 billion in premiums
now to almost $156 billion in 1985.

This is where the excess and sur-
plus lines carriers will be called in
to help solve the premium income
capacity problem, Mr. Daenzer
said.

But hard times aren't the only
times excess and surplus lines car-
riers are in demand, he maintains.
Surveys of risk managers have
shown that about half of the time
theytaptheexcessmarketbecause
the standard market won't accept
a hazardous or substandard class.
The other halfofthe time, risk man-
agers need higher limits.

The excess and surplus under-
writer's freedom in pricing’' and
form allows it to write risks that
cannot be written in the standard
market, he submitted. -

NAEHMO elects

new officers

MINNEAPOLIS-Lawrence P.
Carrington, manager of benefits
planning and development at
American Telephone & Telegraph
Co., has been reelected president of
NAEHMO.

The National Assn. of Employers
on Health Maintenance Organiza-
tions here also recently elected as
fwstvpd. WilliamRead, managerof
groupinsurance and medicalbene-
fits plan at Chrysler Corp. Mr. Read
will also serve as membership
chairman.

Continuing as second vp is Ro-
bert H. Duesenberg, assistant gen-
eral counsel at Pet Inc. and con-
tinuing as treasurer is Michael F.
Fitzpatrick, managerofbenefits for
CIT Financial Corp. -
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LOUISVILLE and OMAHA

... have the Assurex combination. If you require professional insurance services in
these areas, or elsewhere, we are close at hand... and backed by an international
brokerage organization with 69 offices and 4,000 specialists worldwide.

PARTNERS IN ASSUREX INTERNATIONAL
Call or Write:

NAHM, TURNER.VAUGHAN THE HARRY A. KOCH COMPANY

and LANDRUM, INC.

Luisville-Kentucky 40202 2121 Soutk-HattrStreet ™

502-589-6070

Disability payo uts

CHICAGO-The Social Security
system is in "sound" financial con-
dition, but the increasing costof its
disability program must be cut for
it to remain effetive, according to
Social Security commissioner
Stanford G. Ross.

The Social Security Administra-
tion needs insuilance industry sup-
port to find ways to curb the exces-
sive benefits that are paid to dis-
abled persons that induce some to
remain on the disability rolls rather

than attempt a return to the

See our ad on page 6

Leading

from

Strength.

That's what agents do
when they recommend cG/aetna.

he said.

co/aetna, that's what we're calling ourselves
no-N. It's a reminder to you that we're a division of
Connecticut General, and that we have the com-
oined resources to back us up.

But that's just one of CG/aetna's strengths in

Dommercial property and casualty.nsurance.
Here are some of the others:

The Strength
of Our Convictions

cs/aetna prides itself on its consistency of
response to independent agents. This means that
if we'11 accept a certain risk today, chances are
we'll accept it tomorrow, and vice versa. This
policy can often save agents-and their clients-
time. We also feel sirongly about not dropping
=ustomers. We're careful about choosing our
business so we can handle it fairly and promptly,
ho_dcn toit-and add toit insteadofdroppingit.

Local Strengths
Each of our regional offices is responsible for
a section of the country, so local representatives
know their market intimately, and the risks in-
volved. They also know the local independent
agents, most of them on a first-name basis. The
result: local CG/aetna representatives are usually

able to give agents decisions without consulting
the home office.

We Don't Throw
Our Strength Around

Our policy: concentrate on orderly growth
over a broad spectrum of property and casualty
insurance. Another advantage: even during in-
dustry "down cycles", cG/aetna still has the
capacity to grow.

160Years of Strength

When a company's been around as long as we
have, that means it's able to handle the sur-

41*2 *1-+1 prises in commercial property and casualty
6 6-.- insurance that come along now and then

' /'-1 with solutions that fit the times.

Those are the strengths of cG/aetna

- _=-1--- today, And we're leading from

Ipl - strength.

' 5 etna

Aetna Insurance Company
a division of Connecticut General

Insurance Corporation

workforce through rehabilitation,

hurt Social Security,
commissioner says

The number of those receiving
disability benefits from Social Se-
curity doubled between.1965 and
1975 and thecostrose from$1.6 bil-
lion to $8.4 billion over the same
period, Mr. Ross said recently at a
seminar of the Health Insurance
Assn. of America. Disability bene-
fits now cost the government $15
billion annually and the total will
probably double again.by 1990.

"The costs would not disturb us
if we thought the program was
working well, but in fact we know
this is not the case," he said. "There
is a significant decline in the num-
ber of beneficiaries who recover
and return to work. The adminis-
trative process for determining dis-
ability is obviously cumbersome
and erratic and badly in need of
overhaul.”

It is "vitally important” for Con-
gress to pass the proposed disabil-
ity reform bill, Mr. Ross said. The
bill would cap benefits at 80% of
pre-injury income, would cutbene-
fits to families receiving more than
when the principal wage earner
was working and would provide ec-
onomic incentives for the disabled
to return to work.

The commissioner characterized
the current program as a "trap for
many, with significant economic
incentives for people to get on the
rolls and others to stay there rather
than to try to work and return to the
mainstream of American life.”

Mr. Ross called on the insurance
industry to work more closely with
the Social Security Administration
and offer advice and suggestions
on ways to cope with issues and
policy problems. Speaking to in-
surance company executives, he
said, the administration needs
more help, "from people like you.
Levels of incomereplacement, def-
initions of disability, administra-
tive processes-all these and more
are issues that directly affect your
businesses and about which you
have special competence.”

The relationship between the in-
surance industry and the Social Se-
curity Administration is still "not
as effective a partnership as it
needs to be,"” he said.

Mr. Ross identified several ques-
tions before the administration
which it wants comments on, in-
cluding:

- Should current payroll tax
rates be left in place or should ways
ofloweringtherateswhilekeeping
the system in financial balance be
studied?

= What should be the retirement
age policy?

. How can the labor market be
induced to provide morejob oppor-
tunities for senior citizens, the
handicapped and the disabled?

. Do the present formulas for
computing benefits need change?

« How should liberalizingthe re-
tirement earnings test be viewed
and should Social Security be
viewed as insurance protection or
an annuity plan?

= Should Social Security bene-
fits be taxed?

- How can equal treatment of
men and women be accomplished
under Social Security as women
move away from the status of adult
dependents?

Also in an address to the confer-
ence, U.S. Rep. J.J. Pickle (D-
Texas) predicted the proposed bill
on disability benefit reform will set
the tone for discussion on how the
Social Security system should op-
erate for retirement, and how it
should be funded. -



Overlapping disability plans
encourage absentees: Study

By JOHN MAES

CHICAGO-Millions of disabled
persons, many of whom could be
rehabilitated, are"overinsured" by
a variety of often overlapping com-
pensation programs providing
them with more income than when
they worked, according to a newly
released report.

Benefits that in some cases ex-
ceed 200% of the worker's gross
pre-injury pay induce a worker to
remain on the disability rolls rather
than return to work, says thereport
compiled by a research subcom-
mittee of the Health Insurance
Assn. of America.

The report was released recently
at a two-day conference in Chicago
on disability insurance problems,
the first session of its kind spon-
sored by the HIAA.

To cope with the overinsurance
problem, the report from the insur-
ers’ group recommends limiting
benefits during disability to be-
tween 55% and 65% of the worker's
pre-disability income. The .
does not spell out how this can be

report

done, but a spokesman for HIAA
said insurers should be encouraged
to devise their own methods.

Many disability insurers already
cap a disabled person's income un-
der their insurance policies by sub-
tracting other benefits paid the per-
son before paying benefits to the
percent of salary promised under
the LTD policy. But other insurers
do not consider other benefits
when making LTD payments, said
the HIAA spokesman, which cre-
ates the overinsurance problem.

Speakers at the conferencede-
nied that in considering other ben-
efits before making payments un-
der LTD policies that LTD be-
comes the -phantom benefit" that
pays:-little as charged recently by an
executive of a brokerage firm (Bl,
June 111

But in illustrating the problem of
overinsurance, the report also
Nnotes.that some disabled workers
find they are underinsuredand re-
ceive inadequate compensation
while disabled when compared
with their salaries.

Creating the overinsurance prob-
lem are a "multiplicity ofdisability

compensation systems"” 'in the

United States that pay benefits to
short and long lerm disabled
workers, the report states. Federal
disability programs alone such as
Social Security, Civil Service, Vet-
erans' benefits and otherspaid a to-
tal of $24.8 billion last year to 10.4
million disabled persons and their
dependants.

In addition, insurance compa-
nies paid more than $2.2 billion in
benefits during 1977 to the long
term disabled while workers com-
pensation programs paid $4.2 bil-
lion in the same year, according to
the report. Also, individual disabil-
ity insurance covered 36.4 million
persons while 40 million to 50 mil-
lion received disability benefits
from auto insurance policies.

"This multiplicity of programs
which provide income to disabled
persons makes it possible foran in-
dividual to intentionally er unin-
tentionally have more disability in-
come protection than needed.”" ac-
cording to the report. "Such a per-
son is overinsured.”

"It is .quite common," the report
continues, "for benefits to exceed
the 55% to 65% of gross income
range and it is quite possible for a
combination of benefits to exceed
200% of gross pay. a benefit more
than three times the level needed to
maintain the pre-disability stan-
dard of living.

"A few individuals, abusing-the
system by opting for disability,
while only marginally disabled or
by remaining on the disability rolls
longer than necessary can add
more cost than would many legiti-
mate disabilities and greatly inflate
eosts for everyone else.”

The report illustrates how over-
insurance can provide a person
with an income 221% higher than
his -pre-disability net wage. In an
example, a 29-year-old man with a
monthly net income of $1,034 suf-
fers a long term disability in a non-
work related auto accident. Even
without Social Security benefits,
the man receives total benefits
of $2,283 a month including$833 in
employe long term disability insur-
ance, 5200 incredit disability insur-
ance to cover auto payments and
51,250 in benefits from a no-fault
auto insurance policy.

If the man's disabling injury oc-

Insurer execs dispute
broker's benefit survey

CHICAGO-Insurance company
executives challenged a recent sur-
vey by a Johnson & Higgins execu-
tive that indicated many benefit
buyers view long term disability
coverage as a "phantom benefit”
thatpaysoutlittieincomparisonto
insurers' profits.

The 7% loss ratio revealed by a
limited survey was also disputed
by HIAA actuary Peter Thexton
who estimated the LTD loss ratio is
probably more like 50%. He cited
recently published figures that
showed a 1978 loss ratio of 58.4%
among the 25 leading insurers of
short and long terrnm non-
cancellable disability insurance.

V.J. Skutt, chairman oftheboard
and chief executive officer for the
Mutual of Omaha and United of
Omaha, also disagreed with critics
of LTD insurance. "Long term dis-
ability is a very important form of
insurance. It has not been a line of
coverage that has brought in a great
underwriting profit to our com-
pany.”

LTD may appear to be an ex-
tremely profitable line if looked at

Long term disability has not
brought a lot of profitto Mutual of
Omaha, says CEO V.J. Skutt.

on a cash-flow basis, said Robert F
Froehlke, president of HIAA, but
"the actuaries can prove that it has

Nnot been because the tail is so

e m<—p _ —

curred at work but not in an auto
accident, the income replacement
values could be 100% but, "al-
though the overinsurance is re-
duced, it is still high enough to pro-
vide a disincentive to returning to
work," the report states.

While some workers benefit from
overinsurance, others find them-
selves inadequately compensated
for a disabling injury or underin-
sured, according to the report. A
24-year-old computer salesman
making $1,500 monthly, who, with
no prior military or civil service,
suffers a long term disability could
get only 26.9% of his pre-injury in-
come, because he has not worked
long enough to qualify for Social
Security benefits and has only
$417 monthly in employer-spon-
sored long term disability insur-

In recommending the 55% to 65%
ceiling on the replacement value of
wages, the report states, "this
should be supplemented by a
strong rehabilitation program
which aids the transition to work.
The individual who is just recov-
ering and is facing the decision of
whether to return to work will be
encouraged to make the attempt
rather than remaining disabled."

When such factors as the tax ex-
emptions afforded disability' in-
come along with the absence of
work-related expenses such as
commuting, clothingand meals are
considered, the disabled person
should be able to subsist on bene-
fits equaling 65% to 75% of the pre-
injury gross pay, the report says.
"Even lower benefits may be nec-
essary in order to provide the nec-
essary economic incentive,” it

_—
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HAVE YOU EVER HIRED A MYCOUSAC?

More than 50 companies have!

A 'MYCOUSAC' is the modern claim handling instrumentality, con-
structed of thousands of independent human parts, held together by
millions of wire .footage. Al+hough it has several hundred heads, it
follows instructions implicitly, and it moves in 360 directions at the same

time, quickly and inexpensively.

A 'MYCOUSAC' activates when an insured self-destructs. It iudiciously
operates continuously around the clock in the continental U.S., (Alaska)

and Canada.

For cil the fach, printed or oral,write or coll collect

NMIONAL ASSOCIATION OF INDEpENDENT INSURANCE ADJUSTERS s Ara=ra

ADJUSTING SERVICE

Another service of the

312) a7-70a5

isk. Overnight it can destroy years of work. Insurance offers some
protection, but you've got to be sure that you're getting the right .
protection. « We'll help you find out. We're risk management consul-
tants. We don't work for insurance companies. We work for you. Giving
you facts, not opinions. And reasons, not sales pitches. * So give us
a call. We'll make sure that you get the insurance you need.

ROBERTHUGHESASSOCIATES

7839 Churchill Way, Suite 130 Dallas,Texas 75251 (214) 980-0088 Telex 791-691
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IRMC director quits over conflicts rule

By SUSAN ALT IRMC membership require- of the Chicago Hospital Council but we aren't directly involved in

ments prohibitany actual or poten- which Mr Brockmeier was m- the management ofthe trust,” said

CHICAGO-Warren Brock- tial conflict of interest in the volved in from its inception Wyatt Mr Brockmeler "Wyatt acts as
meier, director of risk manage. person's services or those of the Co 's actuarial consulting division consultan: to CHRPP on actuarial |

ment services for Wyatt Co here, firm. "For the purpose of deter- provides ongoing actuarial ser- matters, reviewing the adequacy of

has written a let-er of resignation mining qualifications for member- vices to the hospital trust, 1 htch reserve funds and premium devel-

to the Institute of Risk Manage- ship In the institute, an actual or now has nme participatirg lispi- opment, and on miscellaneous

ment Consultants, to be consid- poténtial conflict of mterest is tals in the metropolitan area rmatters a. they arise,” he added
ered at the organization's annual deemed to exist when the appli- Technically, the trust funz:ions
meeting m September cant or firm through which the ap- In amannersimilartoan instrance Mr. Bro:kmeier is satisfied that »

The resignation ralses questions phcant practices or any associated company So actuarial services for he is avoiding any actual conflict of

about conflict of interest for con- or affiliated interests of such firm the trust could put Mr Brcekneler interest in relation to the program
sultants acting in an advisory ca- is engaged directly or mdirectly ir in noncompliance with IRMC's "In at least two cases that | Know
pacity to clients and abolLt an the business of insurance or pro rules IRMC's rules are designed to of-and | don't personally see all
agreement by some consultants vides serrices to an insurance protect consulting clients from the reports that go out of this
that they won't do business with agent or broker for renumeratior conflicts of interest, and Mr office-we've recommended that
each other's clients of any kind," the bylaws state Brockmeier may be interpreted to hospitals not Join CHRPP In two

Mr Brockmeiei. a charter mem- be in a conflict situation b 1 privid- other more recent cases, we've pro-
ber of the six-year-old IRMC and Mr. Brockmeler and Wyatt Co. 1ng services to the trust at.he same vided the numbers-doing the ac-
also a curlent membero fthe board Providing consulting services to time he is giving advice to i)ten- tuarial wcrk for a hospital Joining
o t directois, beheves he is in tech- hospitals investigating the feasibil- tial participants in the trLst the program, do-ng the premium

ar

Two violations of IRMC's conflict

of interest rules led to the resig-

nical violation oftwo bylaws oftte ity and advisabillty of participa- "In the establishment ofthe pro- development for participation and nation of Wyatt Co.'s Warren
group and cannot comply with ting in the Chicago Hospital Risk gram, we did the feasibility stidy calculating expected losses using Brockmeier.

them Pooling Program, a developmen: for the Chicago Hospital Councll, our comfuter models-then sub-

1TX INSPECTION TODAY
CIN KEEP WORRIES AWI¥.

CALL Zz=X
for Boiler and Machinery.

You need an energetic
inspection program as part of
your boiler and machinery
insurance program Our
corps of qualified specialists
can offer valuable loss control
advice to your clients And,

ill many Jurisdictions they can
meet state requirements for 15
regular inspections of

certain types of equipment - f f ' I | 71/ Vrd 'II '4
That's one good reason to

turn to Zurich-American,
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At Zunch-American,
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Zurich Insurance Company Bgm
American Guarantee and

Liability Insurance Company A
111 West Jackson Blvd
Chicago lllinois 60604 Hhal = ad

mitted our work for review to an-
other risk management consultant
who was doing the feasibility
study for the hospital "

Mr Brockmeier feels "eminently
comfortable” with this kind o frela-
tionship, he said

Moreover, some Chicago-area
hospitals that have been clients of
another IRMC member consultant
have asked Wyatt to work for them
related to the pooling piogram
Under IRMC's bylaws, Mr Brock-
meier would be expected to inform
his fellow IRMC member consul-
tant and decline to take the pro-
Jects, even though the hospitals
were coming to him because ofhis
expertise in hospital malpractice,
medical malpractice and liability

Wyatt didn't decline the work,
said Mr Brockmeier Under
IRMC's rules governing profes-
sional practices, member consul-
tants "will not accept an assign-
ment for a client while another risk
management consultant is serving
that client, unless he is assured and
can satisfy himself that there wiill
be no conflict between the two en-
gagements He will notendeavorto
displace another risk management
consultant once he has knowledge
that the client has made a commit-
ment to the other consultant "

This rule has spawned contro-
versy in the IRMC for some time
Recent Justice Department rul-
ings on similar bylaw restrictions
within legal bar associations and
professional accounting societies,
,on the basis that they are anticom-
petitive and in restraint of trade,
caused at least one other member
of IRMC to propose that the bylaw
be stricken

IRMC represents 43 individual
consultants m 17 different firms in
the U S and Canada

Peter Norman, principal o f P D
Norman & Associates in Van-
couver, B C, and the current presi-
dent of IRMC, said the rule wasn't
meant to be anticompetitive, it was
designed to prevent raiding of eli-
ents by unethical competitors say-
ing that they could do the Job
quicker, better and cheaper

INn Canada, he noted, the
accountant's society recently re-

ceived approval of a rule that states
one accountant won't take over an-

other accountant s business unless

the fees are first paid in full by the

client

New services

Fireman's Fund Insurance Cos has
reorganized its commercial insur-
ance operations to form a national
accounts and risk management ser-
vices department The new depart-
ment, headed by senior vp J
Creighton White, former senior ex-
ecutive for commercial lines, "em-
phasizes our commitment to be a
high-quality and diversified mar-
ket in large risk casualty and risk
management activities, said exec-
utive vp James J Meenaghan



Congress to order cap
on hospital costs: Byrd

WASHINGTON-Congress will
probably pass legislation this year
to control hospital cost increases,
says Senate majority leader Robert
Byrd (D-W.Va.).

The Senate Finance Committee
already has approved cost control
legislation that generally would
limit annual hospital cost increases
to about 11.4% annually. A much
more stringent bill died in commit-
tee during the last congressional
session.

Speaking before a government
briefing sponsored by the Insur-
ance Information Institute (l11),
Sen. Byrd said hospital cost control
legislation, which would help hold
down the cost of employe health
benefit plans, would probably be
passed by September.

As long as the controls "can be
implemented without an undue
amount ofred tape,” Sen. Byrd said
he would support the legislation.

The West Virginia Democrat said
he also favors some form of na-
tional health insurance, especially
proposals that provide protection
for catastrophic medical and hospi-
tal bills. He did not indicate a pref-
erence for any of the leading pro-
posals now before Congress.

Two other speakers gave con-
flicting views of the need for more
federal involvement in the insur-
ance arena. "The ideal time has
come for further federal involve-
ment in the insurance industry,"”
said Rep. James H. Scheuer (D-
N.Y.), who will hold hearings this

month on product liability and con- .

sumer safety related issues. There
is an urgent need to give con-
sumers more information so they

College grant
grooms locals
for captives

GEORGETOWN, Grand Cay-
man-A captive management com-
pany here is investing in the future
ofthis island as acaptive haven and
the need for trained employes to do
the work.

Cayman Underwriters Services
Ltd., a wholly owned subsidiary of
Charter Oil Co., has established an
endowment of an insurance chair
at the International College o f the
Cayman Islands.

Findingenoughqualifiedpeople
to staff captive management com-
panies is a problem plaguing com-
panies in Bermuda now, the favor-
ite tax haven for captive insurers.
Leaders in Bermuda are pushing
for a college insurance program
there, but have so far failed in their
efforts.

Cayman Underwriters Services'
first year grant to the college of
$31,250 is earmarked to establish a
new insurance department to at
first award an associate ofarts de-
gree in insurance after two years o f
study. Later, a four-year program
will be . established to award a
bachelor of arts degree.

The grant is intended to provide
an opportunity for Caymanians to
enter the field of insurance com-
pany management, said John Ray,
vp and managing director of Car
man Underwriters Service. "The
rate of growth has been phenome-
nal," he said. "This stepofworking
with ICCI to build up an educa-
tional program will help us by pro-
viding a pool oftalent from which
to select future employes and it
will help the island by providing
new career p6ssibilities that did
not exist before.”

The International College ofthe
Cayman Islands is a small, private
institution opened in 1970. .

can make intelligent decisions
about purchasing insurance to fit
their needs, he said.

Sen. Orrin Hatch (R-Utah) how-
ever, defended state regulation of
the insurance industry. State regu-
lation "is a positive approach...in
enhancing competition,” he said.

Sen. Hatch also said that he plans
to introduce legislation that would
provide federal compensation for
residents of southwestern states
that were exposed to atomic bomb
blasts conducted by the Defense
Department in the Nevada desert
during the 1950s.

The federal government is re-
sponsible because it knew of the
dangers of exposure to the atomic
tests, but failed to provide ade-
quate warnings, Sen. Hatch said. -

e E Nothing
was ever achieved

without

Weat Global enthusiasm.

a dedicated staff of

seek your business with Ralph Waldo Emerson professionals in a produc-

enthusiasm. We are confident we can

handle it. Our people are handpicked

because of their experience in

aviation andinsurance. They love

planes, flying and everything that

goes with it, including insurance.
We work with enthusiasm

reeme e Thatl WW@‘TObHIdiSSm e

tive office environment with the
latest in electronics and communica-

tions systems to help us do our work
faster and easier.

We perform with enthusiasm and
we'll be happy to prove it to you!

eading

Global Aviation Insurance Manage,s
A Division of Corroon and Black of Texaa inc.
4825 LBJ Freeway/ Suite 277 / Dalias, Texas 75234 / Telephone: (214) 661-9004 / Telex 73-0756

Howtogetontopof
everything thars happening
INn risk management.

Getonthe

J&H computer network.

Tight insurance markets, surging pre-
miums, andtheeostof money have spurred senior
executive interest in risk management.

However, some corporations are find-
ing that the nearby office of the broker servicing
their needs is totally dependent on some distant
headquarters office for risk management analy-

sis and direction.

Not at Johnson & Higgins. Our com-
puter network can link any J&H office directly to
our exclusive risk management software pro-
grams. These programs are invaluable support
for our on-site risk management specialists, a
combination that will help you reach sound and

timely decisions.

For example, in a matter of minutes,
J&H can compare a captive approach with a cash
flowplanor self-insurance, or with a conventional
cost-plus program. And if you wish, we can do it

right in your own office.

J&H risk management sophistication. i
It's as close as your nearest J&H office. Why not'

call today?

Johnson@~iggins

The private insurance broker
answer only toyoil.

A group of risk management specialists at a J&H computer network
terminal: Richard E. Meyer, New York; L. John Goldberg, Philadelphia;
James R Lang, Los Angeles; and John E. Schroeder, Boston.

RISK AND INSURANCE MANAGEMENT SERVICES; EMPLOYEE BENEFIT AND ACTUARIAL CONSUCTING. THROUGHOUTTHE WORLD
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Theicemancometh.

Not many people have to be as cool
under pressure as the man in the intimidat-
ing mask. After all, being caught off guard
for a single second in a sixty minute contest
could lead to the goal
that proves to be the
margin of defeat. To
avoid that dangerous

situation takes phe-
nomenal concentra-

tion. It takes the abil- , ,

ity to play at a consis-
tently high level and
the nerve to avoid pan-,

icking no matter what
the obstacles to vic-

tory. It takes, to put it O
briefly, a specialist.
It's not unusual for an insurance com-

pany to offer a coverage one year and then
fail to offer it the next because of substantial
losses in that particular market area. After
all, for an insurer to be consistent within a
market, be it hard or soft, and to avoid pan-
icking at the sight of a few setbacks, it must
have the resources to provide appropriate
coverages on a long-term basis. It must have
the ability to be patient. It must be, to put it
simply, a specialist.

For over 140 years, Allendale has been
providing its insureds with a consistent mar-
ket in a wide variety of ways. To accomplish
this stability, innovation was necessary not

-1 11

-1 -

Allendale

merely in the loss control area, but in the
areas of underwriting and coverages as well.
For example, Allendale was the first to add
riot, civil commotion and vandalism to its
basic policy as well as
.— the first to include full
replacement and
boiler and machinery
in standard property
coverage.
A key result of
Allendale's stability

has been the establish-

ment of many long-

term client relation-

ships. In fact, the typi-
* » cal Allendale policy-

S holder has been with

us for more than 20 years, while some have
been with us for more than 100 years.
Included in these accounts are a significant
maijority of both the Fortune 500 and the

Canadian Top 200 industrials; companies
that have become and remained our clients

because of their commitment to maintain

acceptable loss control standards.

Perhaps all of your risks won't require
second to second monitoring. Nevertheless,
we believe you'll be glad to know that what-
ever these risks are, at Allendale we won't
take them lightly. Allendale Mutual Insurance

Company, Allendale Park, Johnston,
Rhode Island 02919.

INnsurance

The property insumnce spedalists.
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KANSAS CITY and BUFFALO

... have the Assurex combination. If you require professional insurance services in
these areas, or elsewhere, we are close at hand... and backed by an international
brokerage organization with 69 offices and 4,000 specialists worldwide.

PARTNERS IN ASSUREX INTERNATIONAL
Call or VWrite:

THE GILBERT-MAGILL COMPANY, LAVERACK & HAINES. INC.
911 Main Street 135 Delaware Avenue

Suite 2400 Suite 300

Kansas City, Missouri 64199 Buffalo, New York 14202
816-474-3535 716-852-3065

See our ad on page 6

HAN SmR:

Builder denies liability
for Pa. nuclear mishap

NEW YORK-INn. what could be
the first line of a defense in the
seven lawsuits naming it as a. co-
defendant, Babcock & Wilcox Co.
maintains human error worsened
the nuclear power accident at
Three Mile Island.

A vp of the company that sup-
plied the nuclear reactor to the
plant owners charged recently that
mistakes by plant personnel were
responsible for the seriousness of
the Pennsylvania accident.

John H. MacMiillan, vp of Bab-
cock & Wilcox, conceded in the
brief statement at a press confer-
ence last month that the pressure
reliefvalve supplied by Babcock &
Wilcox to the plant malfunctioned.
But, the problem could have been
corrected "if the plant operators

SEEING IS BELIEVING.

HANSTAR is John Hancock's computerized group accident and health claim payment system. A proven
system that's so advanced, you need to see it in action to understand all it can do for you.

First, you'll see how HANSTAR saves your companytime. With ournational on-linesystem, we can
answer policy and claim questions immediately, even if your company has regional divisions. Second,
HANSTAR is accurate. It has built-in controls that reject invalid information and claims duplication. And
it automatically calculates benefits, including reasonable and customary charges, and assures uniformity

of contract application with maximum claim cost containment effectiveness.

Popularity with employees is another key HANSTAR feature. Employees appreciate the fast response
and the complete Explanation of Benefits, or HANSTAR-generated letter, clearly detailing the disposition

of the claim.

Reports on claim frequency, utilization and plan
adequacy are availableto assist you in considering
appropriate plan revisions.

HANSTAR's flexibility in claim administration extends (-/
to the full spectrum of fully insured, MPAand ASO plans.

See what HANSTARcan do for you. Call Paul H. Gregg,
Vice-President, at (617) 421-6205 and ask fora HANSTAR
demonstration. Seeing is believing.

—m

Mutual

Life Insurance
Company

Boston, Mass.

had reacted properly,"” he said.

Babcock & Wilcox has been
named in sevenlawsuits along with
the'plant's operators, General Pub-
lic Utilities, and the plant's insur-
ers, American Nuclear Insurers.
The suits filed after the March 28
accident each asks for $560 million
in damages, the statutory limit of
liability for nuclear accidents.

Mr. MacMillan's statement was
the first by any one of the defen-
dants placing blame for the acci-
dent (BI, April 16). Not suprisingly,
officials at General Public Utilities

were skeptical.

"To specifically peg the cause (of
the accident) at this time without
the benefit of the facts yet to be deter-
mined would be premature,” said
GPU chairman William Kuhns

"The B&W equipment design in-
herently demands operator re-
sponse. VWhen this is crippled by
equipment failure and further con-
fused by ambiguous water content
indications, it is unreasonable at
best to suggest that the equipment
played no role in the accident,” Mr.
Kuhns said in a statement released
by GPU shortly after the Babcock
& Wilcox press conference.

But Babcock & Wilcox officials
still maintain that their involve-
ment in the accident is minor. "We
don't believe we have any liabil-
ity,
cently, "except for the valve that
failed.”

a spokesman reiterated re-

Ofthe six mgjor contributing fae-
tors that officials have so far identi-
fied as contributing to the severity
o fthe accident, the spokesman said
that "five involved human error.
The equipment performed as it was
designed,"” the GPU official said.
"It did the job it was supposed to

—_— T - . T —

A&A grabs
$20 million

Nnevv account

VWALNUT CREEK, Calif.-
Dillingham Corp. moved its entire
property, casualty, workers com-
pensation and marine account-
including primary and excess cov-
erage with annual premiums esti-
mated between $15 million and $20
million-to brokers Alexander &
Alexander.

The account was formerly split
between Frank B. Hall & Co. and
Johnson & Higgins.

A better price and computer ca-
pabilities won A&A Dillingham's
business, being handled on a com-
mission basis, according to R.W.
Stephens, risk manager for Dil-
lingham.

Dillingham will be working
closely with the Anistics division of
AZA.

"We are strongly emphasizing
loss control; that's where the
money is to be saved,” Mr.
Stephens said, "and we want the
computer capabilities to tackle the
problem.”

Domiciled in Hawaii, Dil-
lingham is involved in land devel-
opment, construction, mining,
maritime transportation, ship-
building and ship repair. The cor-
poration has two Bermuda cap-
tives, one insuring domestic risks
and the other for foreign risks. The
company carries a self-insured re-
tention of more than $500,000.

The two former brokers, J&H
and. FBH, had split Dillingham's
business between them for the
past eight years. "It was time for
some competition,"” Mr. Stephens
said. "We looked at seven broker-
age firms before the final competi-

Tl r m _ —



$6 million worth

Canadian fire losses fuel Sasse's woes

TORONTO, Ontario-Fire losses
on Canadian property are com-
pounding problems for members
of the troubled Lloyd's Sasse Syn-
dicate, reports The Financial Post
here in a story by Giles Gherson.

Present Sasse members com-
plain they are being unfairly as-
sessed for losses on Canadian busi-
ness that paid a profit to Sasse
members in 1974 and 1975.

The Sasse Syndicate, which has
been suspended from underwrit-
ingby Lloyd's because of huge un-
reserved losses on property in-
sured mostly in the U.S., is being
managed now by Stephen Merrett
o f Merrett Dixey Syndicates.

At the heart of the controversy
involving Canadian fire losses, ac-
cording to The Financial Post, is a
dispute between Frederick Sasse
and London broker Brentnall
Beard over liability for Canadian
business written toward the end of
1976 and in 1977, Brentnall Beard
brokered the $22 million in fire
losses that have crumbled the
Lloyd's syndicate and $6 million on
computer leasing insurance.

Of the $28 million losses which
are bankrupting Sasse, $6 million
are on Canadian fire insurance for
residential and commercial prop-
erty produced for the syndicate by
Brentnall Beard, through its then
wholly owned Canadian cov-
erholders Deslauriers Wilkin & As-
sociates Inc. of Montreal and
Follwell Underwriting Managers
Ltd. of Edmonton.

Through these two, the business
was also passed to four other Cana-
dian agents with fire binding agree-
ments: Burns, Weld & Martin
Ltd.of Edmonton; M.B. Insurance
Brokers Ltd. of Winnipeg; Maurice
Viens & Associates and St. Laurent
Archambeau & Associates Inc.,
both o f Montreal.

Although the Canadian fire
losses of $6 million are less than
one-fourth of the total losses suf-
fered by the Sasse Syndicate, they
emerged inopportunely for Sasse
right after the U.S. fire losses, notes
The Financial Post.

Frederick Sasse, manager of the
Sasse Syndicate, realized in late
1976 that premiums written on his
account by Brentnall Beard far ex-
ceeded his syndicate's underwrit-
ing capacity. He then stopped pay-
ing claims on the Canadian risks.

Although Brentnall Beard might
have been expected to know
Sasse's underwriting capacity, The
Financial Post observes, Sasse also
didn’'t limit the amount of business
it was prepared to take through the
Canadian fire binding contracts.
Sasse did write a premium limit
into the contract with Brentnall
Beard in 1977, butthelanguage was
unclear, says Mr. Merrett.

Even though Sasse would not in-
demnify the claims in late 1976 and
1977.,"he rather took the view," Mr.
Merrett told The Financial Post,
"that Brentnall Beard had gotten
him into this mess and now it
would have to get him out.”

Brentnall Beard kept the pre-
miums from the Canadian fire
binding contracts, The Financial
Post reports, and used them to set-
tle claims on the business. The
complication, as Mr. Merrett
pointed out to The Financial Post,
is that a broker generally has no
right to settle claims without ex-
plicit authority from the under-
writer because he can't determine
the validity of the claims.

Brentnall Beard is said to have

held $12.9 million in 1976 and 1977

Hartford expands

The Hartford Insurance Group has
purchased 20% of a Brazilian in-
surer, Companhia Renescenca de
Seguros.

premiums on the Canadian busi-
ness that Sasse wouldn't take and
to have paid out more claims than it
received in premiums in 1977.

In August, 1978, some months af-
ter Merrett had taken over manage-
ment of the Sasse Syndicate, the
true extent of the problerns
emerged. The accuracy o f the Ca-
nadian binding accounts are now
being investigated by the London
police fraud squad.

An investigation of Sasse's ac-
countsbyMerrettDixey'sauditors,

Baker Sutton, lends considerable
credence to the present Sasse
members' complaints that they are
being unfairly assessed for past Ca-
nadian losses. In 1974 and 1975,
Sasse showed a profit-sub-
sequently dispersed among syndi-
cate members for those years-of
4,500,000 and $800,000 respectively,
when it now appears he suffered
losses of $300,000 in 1974 and
$400,000 in 1975, The difference be-
tween the stated profits and the ac-
tual losses, $2 million, ha,8 been
tacked onto 1976 losses of$3 25 mil-

lion, ($650,000 O f which may be re-
coverable from reinsurance) and
1977 losses of nearly $750,000 to
produce a loss o f $6 million on the

syndicate's 1977 account.

It is not known how much, if any,
of the loss is recoverable by the
names on the Sasse Syndicate's
1977 account. The stated profits for
1974 and 1975 have long since been
dispersed to the names belonging
to the syndicate in those years and
they have been assessed for taxa-

tiom purposes. -

IA a class by itself
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Of crucial importance to the
Mmultinational firm: the

selection of an underwriter

with worldwide claims service
capabilities.

Securing uniform coverage in every nation where
your firm does business represents only one facet of a
multinational's insurance requirements. Of equal impor-
tance is the selection of an underwriter with worldwide
claims service capabilities.

INA International, with 62 fully staffed service offices
and an even larger network of claims facilities, is uniquely
equipped to provide fast, accurate claims service. Very
often this will include on-the-scene investigations, claims
evaluation and working with local banks.

The INA International team is made up of nearly
2,000 people, dealing in over 80 currencies daily, and
serving your needs in every language from Arabic to Swa-
hili. All our overseas facilities are linked to nine domestic
"international” offices listed below. This assures you of
direct control over the disposition of claims settlements -
whether paid in dollars, blocked currencies, or currency
fluctuating against the dollar.

For details and a brochure write to INA Inter-
national, 1600 Arch Street, Philadelphia, PA 19101. Or
call: Philadelphia (215) 241-2460; Houston (713)
977-6220; Los Angeles ( 213) 480-4600; New York (212)
440-6234; San Francisco (415) 391-9310; Atlanta (404) 688-
8311; Dallas (214) 688-0326; Chicago (312) 648-7509;
Seattle (206) 447-7787.

INA International, whose network of worldwide facilities
is the largest of any single U. S. based insurance company, has
developed a number of operating standards that should prove of
interest and benefit to agents and brokers.

This is the fourth in a series.



Don't ride alone.

The Cavalry can help the corporate risk manager
get the jump on self-insurance problems.

Whether or not your company is currently insured bv Kemper, the
Cavalry can still help to reduce the size, frequency and costs of
handling your claims.

For example, Kemper already has the troops needed to administer

your plan. That can keep your set-up and running costs down,
because our ouftfit is one of the best at keeping a tight rein on
business insurance costs.

Our nationwide network of claims specialists, along with several
regional offices, offers years of valuable experience.

And Kemper rides hard with experts on Workers' Comp,
an engineering facilityto help develop safety programs,
and professionals who scout out claims problems
before they occur.

Self-insurance can be difficult territory. But the
Cavalry knows the way. For more information contact
your nearby Kemper agent or broker.

insuRance

companies

We're riding hard
to serve you better.
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Product test

By George V. Karosas

MOST ERQRVGIIIABILIY GASES-

strict liability in tort, which states that the
injured party need only prove that the prod-
uct was defective when the product left the
seller's control, that this defect rendered the
product unreasonably dangerous and. that
the defect caused or aggravated the injury.

This shifting from the doctrine of negli-
gence to the doctrine of "defect” has led
some product manufacturers to question the
need for detailed records substantiating the
design engineering, production and quality
control processes. However, recent court de-
cisions delineating the criteria for determin-
ing defectiveness have reinforced the need
for accurate and-detailed documentation on
the part of the manufacturer.

In fact, the ability of the manufacturer to
develop an adequate defense against prod-
uct liability claims often hinges upon the
degree to which he can demonstrate through
formal records the activities undertaken to
assure the safety of his product in the mar-
ketplaee. A manufacturer or product seller
must implement an adequate system of
documenting design, production and qual-
ity control activities.

Quality control

With the widespread adoption of strict lia-
bility by the courts, many manufacturers
ask, "Why do we need to keep engineering
and quality control records ' anymore?"”
Since liability is concerned with the final
condition ofthe product, many manufactur-

George Karosas, a product sgfety consultant
for the National Loss Control Service Corp.
in Long Grove, HZ., provides product safetv
and product liabilitv prevention'consulting
services to a variety of dients-in the private
sector. His work at the Kemper Cos. subsidi-
an; includes the review of product designs,
instruction manuals, warning signs, quality
control procedures and other management
functions for their effect on the product lia-
bility exposure of the client.

PBGC rethinks rules for folding-u

By Kenneth K. Keene, FSA

FOR SOME -ERISAMORK.Ig never

the Pension Benefit Guaranty Corporation
(PBGC). It has been laboring long and hard
to tie up the loose ends of an ERISA-
mandated contingent employer liability in-
surance (CELI) program.

First in a series of frustrations, PBGC was
turned away by private insurers. They
wanted to steer clear of the risks involved in
assuming potential liabilities otherwise fall-
ing on the shoulders of plan sponsors, i.e.,
liabilities of up to 30% of net worth of the
sponsors of terminating plans.

Second, PBGC found itself running short
of premium dollars to pay for PBGC-
guaranteed benefits of plans which termi-
nated since ERISA's passage and of which
PBGC became trustee. Ergo: Premiums
paid by ongoing plan sponsors.for PBGC
insurance went up, with the certainty that
they would continue to do so in subsequent
years. One source indicates that PBGC is
now an actuarial hole to the tune of $95 mil-
lion. However, if several major cases result
in plan terminations-a current and future
possibility-then the duficit and the re-
quired PBGC premiums could shoot up
alarmingly.

Alternatives

AnNd just to make matters worse for
PBGC, there is that other problem ofwhat
to do about ERISA-required guarantees and

Kenneth K. Keene, senior vp and director of
Johnson & Higgins in New York,writes reg-
utarly on emplove benet topics for these
perspective pages.
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Mercedes-Benz tests new automobiles and the performance of new engine designs on
the firm's high wall test track in Stuttgart, West Germany.

ers believe that keeping records which dem-
onstrate how "due care” was exercised in
the product design are no longer important
and the expense of keeping those records
could easily be eliminated.

Nothing could be further from the truth. It
is true that strict liability focuses on the con-
dition of the product and not the conduct of
the manufacturer. However, refinements in
the interpretation of the legal concepts of
"defectiveness" and "unreasonable danger-
ousness" indicate that liability, even in a
strict liability action, may depend heavily on
the manufacturer's activities in selecting the
design of the product.

The extent to which a jury agrees with the
manufacturer's conclusions about that se-

lection and the extent to which the
manufacturer's design selection activities

can be substantiated may significantly af-
feet the court decision.

Strict liability

The most frequently used definition of
strict liability is taken from the Restatement
of Térts, 2nd, which states that liability may
be imposed for injuries caused by a product
that is "in a defective condition and unrea-
sonably dangerous." The exact meaning of
this terminology has been the subject of
much litigation. What a defective condition
is and when a defective condition is unrea-

sonably dangerous is the crux ofvirtually all

Concerned that too much of the

cost from employers terminating
pension plans will fall on its shoul-

ders and the shoulders of employ-

ers with healthy pension plans,
the Pension Benefit Guaranty
Corp. has a new idea for govern-

ing the winding-up of pension
plahs.

termination insurance for multi-employer
plans. This is a more immediate problem
demandihg a drastic solution.

The only alternative was to seek another
alternative. In July 1978, the PBGC told
Congress that a CELI program, as envi-
sioned by ERISA, was"not feasible or desir-
able," and offered two alternatives.

Recently, it developed a third alternative,
which has beenthe subject of discussion at
seminars conducted by Matt Lind, execu-
tive director of the PBGC, and by staff rep-
resentatives of that agency. It is basically
this alternative which the PBGC expects to
propose to Congress later this year.

As outlined by Mr. Lind, this alternative-
"voluntary termination"-would allow an
employer to terminate.the pension plan at
any time, but the employer could not get off
the hook at just 30% of net worth. The em-
ployer would remain fully responsible for
cleaning up any unfunded vested benefits
accumulated up to the time o f termination.

-Kenneth Keene

These benefits could be funded through any
of the following ways:

- At the time of termination, contribu-
tions could be made to cover vested benefits
through the purchase of annuities orby pay-
ment of the proper lump-sum amounts to
participants.

- Unfunded vested benefits would be
amortized within 10 years or less.

- A fter the voluntary termination all. net
corporate assets (rather than just 30%) could
be called upon if necessary.

The only time PBGC would become in-
volved is when an "insurable event" occurs,
such as bankruptcy or liquidation. At that
time, PBGC steps in as a general creditor,

with plan participants assured the guaran-
teed benefits.

The PBGC's side

In assessing this alternative, Mr. Lind
stated that it would greatly reduce PBGC

business insurance, July 9, 1979/ 31

records bolster defense

strict liability actions.

The California supreme court sorted
through the confusion and provided a clari-
fied definition o f design de feet in a decision
handed down in 1978 (Barker v. Lull Engi-
neering, 143 Cal. Rptr. 225,673 P.2d 443). The
court said that in evaluating the defective-
ness of a product design, a jury may con-
sider: The gravity ofthe danger posed by the
challenged design, the likelihood that such a
danger would occur, the mechanical feasi-
bility ofa safer alternative design, the finan-
cial cost ofan improved design, the adverse
consequences that would result from an al-
ternative design.

Since the California decision; several
states have recognized the Barker criteria.
Similar criteria have been proposed for de-
termining defectiveness in the model uni-
form product liability law recently drafted
by the Department of Commerce (BP, Jan.
221

Jury analysis

These criteria are used in determining
whether a design "embodies excessive pre-
ventable danger" (Barker op cit). Thejury, in
effect, is called upon to conduct a risk/utility
analysis of the product to determine if the
product embodies dangers which could
have been prevented.

While"defectiveness"is acharacteristic o f
the final product,.the "unreasonableness" of.
the danger is often related to the conduct of
the manufacturer in the design, production
and marketing. of the product. When ana-
lyzed by the jury, the reasonableness or un-
reasonableness ofthe alleged dangerous de-
sign is hopelessly intertwined withthejury's
opinion ofthe product and the way the man-
ufacturer produced and marketed the prod-
uct.

It is imperative that the manu facturer con-
duet a detailed risk/utility analysis during
the design stage. This does not mean a short
review ofthe advantages and disadvantages
of the product, but requires a careful and
detailed analysis o f critical design features.
Each function and each component of the

Continued on page 33

plans

involvement, including sizable cuts in ad-
ministrative and operating costs. And,
higher benefits would be preserved for par-
ticipants in those plans which are termi-
nated by ongoing employers.

As it now stands, ERISA tends to en-
courage termination among troubled em-
ployers and in other cases where the com-
pany could make a "profit." For some em-
ployers terminating plans due to bank-
ruptey, there isn't enough net worth left to
pay anything, let alone PBGC-guaranteed
benefits. For other employers that termi-
nate plans, 30% ofnet worth may be a wind-
fall, if the 30% is far less than the amounto f
unfunded liability. In either situation, the
funding bag could be tossed.to the.PBGC,
whose coffer is to be filled and replenished
with premium payments made by healthy,
ongoing employers.

It is just these situations that the PBGC
alternative is aimingto discourage, Mr. Lind
tells seminar participants.

Note, however, that the Discussion Mem-
orandum on the third alternative makes no
mentionofatopic dear to Matt Lind's heart.
Mr. Lind would like to expand investment
opportunities and encourage innovations
by allowing pension funding to be accom-
plished on a tax-favored basis through use
ofbook reserves. This idea of allowing pen-
sion investments to remain at work within
the sponsoring company has its pros. and
cons. However, it is a subject to be explored
in greater detail.at a later date.

Employer side

It was not made clear, either, during Mr.
Lind's comments or in the full Discussion
Memorandum whether the employer liabil-

Continued on page 33
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Benefit execs: Esca pe the back roo m

By Faisal A. Saleh

| have always wanted to be successful
and now that | am a benefits manager |
want to know who is a successful benefits
manager? What does he look like?

Success means different things to differ-
ent people, but if you want my opinion, to
become a successful benefits manager you
have to elevate your function to where it be-
longs, at the upper management level.

But what does that mean?

It simply means that you have to bring
benefits out of the back room and put them
in the boardroom.

But benefits are already a boardroom
topic.

True, but who is making the decisions?
Who is doing the planning? And how much
is being accomplished? Benefits in the
boardroom is a mere formality.

What did you mean then?

You have to make benefit planning an in-
tegral partofyour company's business plan-
ning. To be successful you have to demon-
strate that the benefits function can contrib-
ute to the achievement of your company's
business objectives in the same manner as
production, marketing, finance, etc.

But is that realistic?

You bet it is. Let me show you the poten-
tial impact of benefits on your company.
Take a look at your income statement and
comparetotal benefits costtothenet income
o fthe corporation. For the average company
the two figures will be close. If you are labor
intensive, benefits costs are likely to be
higher than net income. This means that if
you reduce your benefits cost by 10%, your
net income will rise by at least 5%. Do you
see the potential impact you can have?

Let's say | want to become successful and
effect the company, how do | do it? Where
do | start?

There are two ways you can effect the in-
come statement of your company. The first
isdirect, by reducingthe costofbenefits;the
second is indirect, by improving employe

Faisal A. Saleh-,founder and a principal of
BeneAts Management Service in Branford,
Conn., has worked in the domesticand inter-
national benefits Aeld in former positions
with a major insurer and consultant. He
holds a BA from Obertin College and an
MBA from the University of Connecticut.

Office des
security pl

By Belden Menkus

AFFICE LANDSCAPE concepts have
Vplayed a major role in making the office
a more civilized and satisfying place in
which to work. But, insufficient consider-
ation has been given to the impact of its
assumptions on office building security.

At least four features of landscaping con-
tribute to security exposures:

. Lackofbarriers towork areas. Thereis
no door or other obstruction that may be
closed when an o ffice/work space is unoccu-
pied.

. Isolation ofservice areas. Maintenance
access, delivery areas, and the like tend to be
placed at the building periphery or in a de-
tached service core. In both instances, this
subordinate space is highly likely to be de-
fined by solid wallls or partitions and is sep-
arated from the general traffic flow. Result:
This area becomes as exposed to possible
risk as a center city street corner at.2 a.m.

. Centralization of administrative ser-
viees. Adoption o f this practice has been ac-

BetdenMenkus,ofMiddleville,NJ.,serves as
a consultant in the fields of dataprocessing,
personnel, records, and microfilm.
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relations. Cost and employe relations are the
two variables you need to manipulate to be-
come successful.

How does employe relations enter into
the picture?

Employes tend to perform better when
they feel good about the organization they
work for. These feelings are usually a func-
tion of how they are treated as far as their
salaries, benefits, career opportunities and
working conditions go. Most important is
how they perceive their treatment and not
necessarily how they are treated. You can
helpthem feel better aboutworking foryour
company through benefits.

But isn't there a contradiction in what
you are saying? Can | accomplish both ob-
jectives simultaneously?

Yes you can. A costly benefit plan does not
necessarily mean a good plan. Oftentimes
the most popular plan is not the plan that
costs the company the most.

I guess it is not that simple. If | believe
what you are saying, how far can | go in

ign hides
an flaws

celerated by the growing move to create
word processing/administrative support
units. Placing copying, filing, phone
answering and comparable supportive
functions in a centralized activity does re-
duce operating costs, but it increases the
exposure of proprietary and other sensitive
information to compromise.

. Modularization of telephone cabling in-
stallations. Designed to provide additional
work spaces, these vertical fixtures distrib-
ute telephone cables along with electrical
wiring. Cables, typically, are routed from
the telephone company service termination
inthe buildingthroughthe plenum space on
particular floors of the structure. The tele-
phone company, typically, has serious prob-
lems in accurately accounting for and con-
trolling their own plant installation; they
may be unable to keep up with your reloca-
tion of cabling modules. Result: Significant
exposure, especially in multiple tenant
buildings, to unauthorized audio sur-
veillance-or, wiretapping, if you wish-
that is extremely difficult to detect.

However, several things can prove help-
ful. These include. . .

= Improving surveillance of service
areas-either through regular unobtrusive
patrols by members of the security staff, or
the installation of closed circuit television

Should a benefit manager be stuck in the
back room? Nope. The successful
1 benefit MMmanager should take his
bundles of benefit plans into the
corporate board room as

—_—— — —m

befits upper management,

s—a EFRYS Faisal Saleh.
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reducingcost and improving employe rela-
tions?

Fai enoughto makeyou a successful bene-
fits manager.

But what target or time frame do | shoot
for?

Your target should be related to your cur-
rent cost level. Project your existing cost of
benefits for 18 months from now and deter-
mine your annual cost as a percentage of
your ea:h compensation. --Two years would
be too long and one might be too short.)
Let's say you come up with a figure like 25%.
Now fel's set your target. This will depend
on yoir jidgmentof how muchyou canim-
prove. Most managers snould be able to
squeeze sai ings anywhere from 5% to 10%.

| have saved the company a lot of money
during the past two years, as much as 5% or
7%.

Chances are you did. But you did it in bits
and p.ece s. You lost the impact. Synergy is
the key to creating the needed impact. You
have to do many things at the same time.

How many benefits managers have ac-
complished that?

Not enough yet. Most benefits managers
are busy putting out fires. A lot are adminis-
tering and not managing.

What is the difference?

Administering means maintaining the sta-
tus quo and only responding to limited out-
side influences such as new laws or severe
employe crises. Managing means planning
ahead. . .planning goals and objectives. ..set-
ting timetables for completion and success-
fully managing the required changes. Man-
aging involves integrating various func-
tional areas. Most benefits problems are in-
terrelated; design is interwined with cost
and with administration as well as commu-
nications. Managing involves integrated
planning. Unmanaged functions grow like a
wild bush, if not trimmed periodically
they'll get out of hand.

Say | decide to cut cost by 10% and to
improve employe relations. What do | do?

Now comes the time to draw your master

fill

Closed circuit television cameras monitored by a central location can help remedy
security problems caused by modern office design, says consultant Belden Menkus.

cameras l.or.itored by a central site.

= Tightening circulation control by rou-

tine verification of visitors and idedtities.

This need not be done so:as to be obvious or

to appear oppressive to employes.

- Estatlshing close.control over proprie-

tary or sensitive corporate information.
Some organizations are finding it necessary
to upgrade the filing equipment in use and
to selectively dnstall document circulation,
transmission and reproduction controls
comparable to those used in handling mili-
tary agency classified information. -



plan You need 18 months for planning prior had a non-mtegrated, mandatory, contribu-
to implementation You should spend the tory pension plan that most employes de-
first sIX months doing your homework and tested and couldn't care less if the company
preparing yourself to present the plan to up- did away with The company had a volun-
per management It is up to you to convince tary contributory LTD plan Life insurance
management that you can do it Most man- was 32 times annual salary For years man-
agements will listen if you can show them agement was afraid to make changes They
you can substantially increasetheir after-tax did not want to pay any morethan whatthey
income Management commitment is neces- were already paying, they thought any
sary in making any changes changes that did not involve adding new
Let's say | am persuasive enough to get benefits would not be popular with em-
management approval of the plan. You ployes
still did not tell me how | can develop such So what did they do?
a plan. Eventually they made the leap They
This is the technical part of the process changed their pension plan by integrating it
You have to do most of the work here You with Social Security The savings realized
must analyze your plan design Are your helped them eliminate employe contribu-
plans popular with employes9 Arethey com- tions They added a savings and investment
petitive'> Is their cost in line with their popu- plan at a modest matchmg rate with a tax-
lal-ity 9 Can you make changes that will save sheltered guaranteed return on employe
you money9 money in excess of 9% They reduced life
Sometimes change can cause employe re- insurance to two times salary and m this way
lations problems That's why you need a many employes stopped paying imputed in-
good communications effort to carry any come tax
changes through Take a look at your pen- LTD benefits were increased and made
mon design Can you make changes9 The non-contributory As that last change
group insurance benefits9 LTDO Look eliminated adverse selection, the rates they
everywhere At first you might get dis- were paying per $100 of covered payroll
couraged, but try to be creative Call your dropped substantially They applied the sav-
benefit consultant and give him the chal- ings from the life insurance to the LTD and
lenge of his life Tell him what youwant to do pension plans Consistent with ERISA, pen-
and have him helpyou Just becareful notto sion actuarial assumptions were altered
end up paying for an expensive stack o f pa- New funding arrangements were negotiated
per that will look pretty on your shelf Agree with the group insurance carriers Minimum
to pay only for results premium funding was implemented and on-
Review your funding arrangements What going savings achieved in addition to the
about minimum premium or selflnsurance9 release of several million dollars in health
Are you getting a good deal from the insur- msurance ieserves
ance carriers'> Can you make changes in pen- A communications program was imple-
sion actuarial assumptions that will save you mented And finally, administration was re-
money? Is any part ofyour pension funds m vamped by working closely with the carriers
guaranteed investment contracts? Insur- and trustees, developing an administration
ance carriers can offeryou rates thatare 50% manual and training field personnel depart-
higher than your actuarially assumed inter- ments in proper benefits administration
est rate Dig everywhere All that was done within the framework of
Does anybody in the real world do all one plan with synergy The company real-
that and make changes ofthis magnitude? ized ongoing and immediate savings, em-
Can you cite any examples? ploye relations were improved The man-
Glad you asked Imagine a company that ager who accomplished all that succeeds -

Safety check records...

Continued from page 31
product must be analyzed, including the
way it is shipped, the way it will be serviced
or repaired, the way it is packaged and the
Way It IS labeled

The designer must be aware that m the
case of a lawsuit, the plaintiffs attorney will
scrutmize the amount ofresearch conducted
to validate the safety of the product The
designer must carefully appraise the risk, by
evaluatmgthe severity and probability ofoc-
currence of injury and must balance any
risks associated with the product againstthe
benefits provided by the product The cu-
mulative risks and benefits must then be
compared against those of alternative de-
signs and the best feasible alternative must

be selected Design approval and safety checks

should include a listing ofthe intended uses safety consultant George Karosas.

and what foreseeable uses and misuses can

—
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Uninsured driver plans
waste corporate cash

By Warren, McVeigh & Griffin

I F YOU PURCHASE medical payments or uninsured motorists coverage,

you are wasting dollars. This is true for three reasons

* Limits purchased do not normally represent an exposure large enough
to call for insurance.

« These coverages usually duplicate funds available from other sources.

» Medical payments cover costs which are not an obligation of the com-
pany. If a company has occasion to make a voluntary payment, It should
decide whether or not it wishes to do so With medical payments insurance,
the payment is made almost automatically

Medical payments insurance Is usually writtenwithlow hmits, typically in
the range of $1,000 to $5,000 per person The coverage (considering auto
medical payments only, and not premises medical payments)will pay. Medi-
cal expenses of all occupants of owned automobiles and, medical expenses
of an "insured" (includes employes), arising out of an accident, while occu-
pying any vehicle or through being struck by an auto while a pedestrian

Uninsured motorists coverage generally provides loss reimbursement up
to statutory limits (generally about $15,000 per person and $30,000 per acci-
dent) in two situations. Where occupants of owned vehicles are legally
entitled to recover from an uninsured or hit and run automobile, and where
an"insured" (employe) isa pedestrianor an occupant ofanother vehicle and
is entitled to recover from an uninsured or hit and run auto.

There are three situations where medical payments and/or uninsured
motorists coverage will pay.

« Employe in a company-owned or non-owned vehicle used on company
business

* Non-employe occupying a company-owned vehicle.

- Employe (or other permissive user) operating a company-owned auto-
mobile not on company business

Potential sources ofrecovery other than auto medical payments and unin-
Sured motorists coverage for each of these situations are'’

Company employe in any vehicle, on company business.

« Company workers compensation insurance

« Group medical and disability insurance

* Medical payments and uninsured motorists coverage from personal
auto insurance.

Non-employe occupying a company-owned vehicle.

« Workers compensation coverage carried by the non-employe's em-
ployer, if the individual is acting within the scope of employment

= Any group or personal medical or disability insurance the other individ-
ual rnay have

- Ifthe company driverwere negligent, the company will be legally liable
to the non-employe and the company's liability insurer will respond

- If the other driver were negligent, that driver's liability insurance will
respond

Warren, MeVeigh & Gnffin are rtsk management consultants headquar-
tered in San Francisco

PBGC rethinks rules...

Documentation of the design process should be recorded and retained, says Contlnued from page 31
ity to fund vested benefits upon voluntary derstanding was reached by seminar atten-
termination would have to appear on the dees of the difficulty PBGC has had in com-

native was not overly enthusiastic, an un-

be reasonably expected All possible failure larly important Such records can be used to corporate balance sheet (Presumably, this ing togrips with CELI PBGC recognizedits
modes should be analyzed for their effects contradict allegations that the defect was and the larger question of total unfunded alternatives would take away the right of an
on the safety of the product Fault-free analy- present when the manufacturer relin- liabilities on the balance sheet will be set- employer to terminate a plan voluntarily
ses should be conducted and retained to as- quished control o f the product tled by the accountants ) Yet, this is cer- with no liability other than the current "up
sess the likelihood of a hazard occurnng While most prevalent, strict liability is not tainly a matter of concern to all corporate to 30% of net worth” cost Employers ac-
Where economic trade-offs are involved, the exclusive theory under which recovery plan sponsors, for such a liability might knowledge that they would be exchanging
failure rate analyses and other reliability is sought Negligence principles and war- Jeopardize a company's credit rating, this right to terminate for a savings in future
studies should be conducted and retained to ranty theories still may apply Under many capital-raising ability and any existing-or premium dollars paid to PBGC And for
substantiate the "reasonableness" ofthe de- circumstances hability under all three future-loan agreements Even today, large employers, premium dollars are or
sign selections Advantages and disadvan- theories will be pleaded though, investment bankers and security may become a significantcost factor m plan-
tages of alternative designs should be com- It is important to record the business rela- analysts are giving more attention to foot- ning
pared and recorded Cost data should be re- tionships and the relative responsibilities noted unfunded vested liabilities PBGC's proposal is not final There are
tained along with summaries of economic between the manufacturer, his suppliers, A general consensus among seminar par- several areas that stil need to be analyzed,
and competitive marketing conditions at the subcontractors and others in the distribu- ticipants seems to be that the alternative including the effect on small employers and
time the design was adopted tion chain PBGC proposal would tend to discourage how to account for liabilities PBGC is seek-
Principles of comparative fault are becom- plan improvements and start-ups This ing comments, ideas or suggestions from
ing increasingly popular in the state courts would be especially true in the case of small concerned parties However, given the fact
and were recently endorsed by the Depart- employers, whose limited financial and ad- that a termination insurance program is in
The "state of the art” must be known and ment of Commerce in its draft ofthe model mmistrative resources often make it lin- the cards, the voluntary termination alter-
records should be available to substantiate uniform product liability law Under these practical to suffer ERISA's paperwork bur- native represents a reasonable compromise
exactly what the "state of the art" was at the principles, damages are apportioned accord- dens At present, PBGC has little control over ter-
time ofmanufacture and what safety consid- ing to the amount ofresponsibility assigned Yet, the proposal might promote sound, mmation situations which can have severe
erations were technically and economically to co-defendants Adequate documentation healthy pension funds Future plan im- financial implications Under the proposal
feasible of the business relationship is important to provements would involve a more realistic the heavy hand of government may be felt,
One other critical aspect of strict liability establish the responsibilities of each appraisal of the corporate sponsor's pro- but at least it would be basically limited to
is that the alleged defect must be present in Documentation has long been a manage- spective business conditions, rather than a genuine hardship situations with impact for
the product when the product leaves the ment tool for controlling costs and mom- "promise them anything, worry about it employer and employe
control of the manufacturer Otherwise, it toring production efficiency and worker later" attitude Management might also de- In an ideal world, the proposal minimizes
usually becomes someone else's problem In performance The advent of strict liability velop more collective backbone bargaining the drain on PBGC premium dollars, and
the case of alleged production defects, qgital- adds another reason for documentation, in would stop penalizing ongoing plans whose
ity control documentation and other records addition to the documentation required for ever-growing premium dollars, pay for ben-
relating to the adequacy of the manufac- defense ofclaims under neghgence and war- efits of termmated plans And that is not a
tuning and inspection processes are particu- ranty theories of product liability

State of the art

The trade-off

While the consensus response to the alter- bad thing
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flow and wire transfers (within 48
hours).
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trywide claims service. loss control and ,
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temational. reinsurance. accident and

health. and life insurance.
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(415) 576-8155.

Gerald Tetzman, 360 West Jackson
Boulevard, Chicago, IL 60606
(312) 341-2747.

Ray Micucci. 1810 Commerce Street.
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When"TOO BIG"

Lloyd's tightens up
membership rules
as demand slumps

By JOHN H. MILLER

LONDON-Bulging with excess
capacity, Lloyd's of London is
tightening its attitude toward ad-
mitting new members.

Only 1,000 to 1,200 new members
are expected to be admitted to
Lloyd's in 1980, an increase ofjust
5% over its-present membership of
17,400.

It's a drastic change from the last
two years when well over 3,000
newcomers were allowed to join
each year in order to provide extra
capacity that was needed to deal

For quick response to complex Inland Marine problems you need an under-

writer who combines total capability with uncommon skills, one with the
ability to apply a thorough knowledge of insurance requirements to real
business situations. We have built our company on underwriting excellence
and efficient service. Whether your problem is large or small our capabilities
do not vary. Call us and discover the difference in-depth professionalism makes.

Talbot, Bird & Co., inc.

Marine underwriters and Managers
156 William Street, New York, N.Y. 10038
Atlanta « Chicago * San.Francisco * Los Angeles * Seattle
Tampa « Boston » Dallas - Richmond « Vancouver

with world demands for insurance.

Now there is so much campeti-
tion for insurance business all over
the world, both in the U.S. and else-
where, that the demand is slacken-
ing offand profitable risks are hard
to get.

This is the first indication of a
new approach -to Lloyd's opera-
tions for next year and possibly
well into 1981. Underwriting
agents in London have found that
in the past 12 months they have
been working at only 75% of their
syndicate's capacity in some "hard
to get"” lines of business.

Growth of Lloyd's has exploded
100% in recent times, rising from
8,565 in 1976 to its present record
total. Its estimated capacity in all
markets is $4 billion to.$5 billion a
vear.

But there have already been
hints that it might be - essential to
cut back, notably from chairman |
lan Findlay who declared last year
that a steady increase in capagity is
a healthy market feature, provided
that it keeps in line with corre-

ﬁg%r;%irggngrowth in business. Both

rtop men at Lloyd's are
satisfied that slowing down mem-
bership growth is an appropriate
step at the present time. 1
Deputy chairman Charles O.
Gibb said, "Lloyd's is fully geared |
to meet alllikelycapacity demands |
in 1980 and is still- as popular as
ever. But when business is being ,
done on inadequate rates in many |
areas of business, it's obviously not
the right time to -encourage too 1

meoghlebtit*el=3/1

ing agencies decide how many '
names they should accept, similar
views are being expressed by.many '
underwriters and brokerswho han-
dle large lines o f business.

A. Ronald Taylor, chairman of
the big Willis Faber Dumas brok-
ing group, commented: "Our un-
derwriting activities at Lloyd's
continue to make a valuable contri-
bution to group profits, but we re-
ceived so many applications last
year for membership of Lloyd's
that it was felt there was danger of
diluting the interests of existing
names. This advice came to us from
our underwriters and so we de-
cided to restrict the number of peo-
ple whom we put forward to the
committee of Lloyd's for election.

"For the same reason we'll be ap-
plying even more severe limita-
tions this year,” he added. Willis
Faber, w.hich handled $1.8 billion
in brokerage income last year, cur-
rently manages several syndicates
at Lloyd's.

Another leading U.K. broker
who agreed that there seems to be
too much capacity everywhere for
insurance business said it's not sur-
prising that underwriting agencies
at Lloyd's are reluctant to accept
new members at present.

Other sources pointed out that
when the currency levels put ster-
ling in a weak position two or three
years ago, there was an urgent need
forextra premium capacity to meet
dollar requirements. But now that
the pound is stronger, the demand
is not so overwhelming.

Extra monetary demands on new
members will take effect Jan. 1,
1980. New members from overseas
will have to show they are worth
about $270,000 or 135,000 pounds
and U.K. applicants, 100,000
pounds. Current members from
overseas show worth of$200,000 or
100,000 pounds and U.K. members
75,000 pounds. -
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By KATHRYN McINTYRE

Misusing rehabilitation programs
invites tragedy, thwarts success

A truck driver refusing surgery for back pain is tagged a
malingerer by the workers compensation insurer still pay-
ing benefits a year after the back injury. The insurer's
claims manager calls a vocational rehabilitation specialist
in hopes of getting the man back to work and off the
benefit rolls.

The rehab specialist determines from initial visits that
the pain could be more psychological than physical and
wants to administer psychological tests. But the insurer
vetoes the tests, presumably con-
cerned that the test results could
later leave the employer and in-
surer open to more liability than
the case now represents.

The rehab expert doesn't give
up, though later she thinks she
should have, being so hampered
in her work. She tries to line up a
dispatcher's job for the former
truck driver, to keep him in famil-
iar surroundings but out of work .
that could aggravate the pain. Meintyre

She never gets the opportunity
to finish the case. The truck driver shoots his wife, Killing
her. The insurer's response? "Guess we can stop paying
claims now."”

A mother of three is dead. Three children are wards of
the state. A man is in jail for murder and the insurer re-
sponds, "Guess we can stop paying claims now."

The claims manager would certainly shudder to see his
reaction in print and with a moment of thought on the
tragedy presumably would not have reacted with what
sounds to be so flippant and callous a response. The first
reaction is almost understandable, considering his day-to-
day, abstract contact with so much tragedy.

Grace Gianforte, the Chicago-based, private vocational
rehab expert in this experience, might not have been able
to preventthe violent act. But who knows what might have
happened if she had been called to work on the case a year
earlier, right after the accident, or if she had been allowed
to administer the psychological tests as she wanted.

The rehab expert tells the story to illustrate how rehabili-
tation is still misunderstood and misused. "The case was a
year old," she grimaced. "Insurers stiU try medical inter-
vention first. Then they try to settle the claim. Then they
try rehab. You have to reverse the order.”

Indeed. Any risk manager who has taken even a cursory
look into rehabilitation programs knows early involve-
ment is the rehab experts' first commandment. If the re-
hab specialist doesn't get on the case soon after the injury,
the worker wallows in his injury, pain and anger. The
longer it is before someone tries to help, the less likely the
chance of successful rehabilitation.

It's so obvious and logical. Why the delays?

Ms. Gianforte doesn't think anyone is making a con-
scious decision to delay ordering rehab services but rather
the employer and insurer assume that ifrehab services are
needed, the attending physician will order them. It's a false
assumption. "lI've never had a referral from a physician,"”
the counselor of 15 years says. "Doctors can't appreciate
the vocational implications of injury.”

The rehab expert, though, comes into a case asking, "Is
there any medically verifiable impairment? Does it pre-
vent him from returning to his old work? Any work?" If
the effects of the injury are so debilitating that the worker
is unemployable in private industry, Ms. Gianforte advo-
cates that the insurer structure a settlement that will set
the person up in his own business.

If the roadblock to returning to work is psychological,
"it's more difficult to manage and much more of a chal-
lenge to treat," she admits. But it can be dealt with, if her
hands aren't tied. She looks forthe source. Is itthe lostjob?
The lost contact with people? Perhaps losing a portion of
income, mobility and freedom are contributing factors. Or
maybe it's a lost sense ofself, guilt and frustration that are
sending the person into depression and pain. A need for
special equipment or care may have been overlooked; the
needs of the family may have been ignored.

The rehab expert discovers the source of the psychologi-
cal pain and works with the injured worker to treat it. But
when it's an average of 18 months after the injury before
the rehab expert is called-according to the lllinois Indus-
trial Commission-the job is tougher.

If the doctors aren't referring injured workers to rehab
specialists and the insurers are waiting too long before
calling for help, it's obviously up to the employer to de-
mand prompt rehabilitation of injured workers.
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Pullman's bond is one-fourth

of damages asked by city

NEW YORK-A $25.6 million
performance guaranty bond on
Pullman-Standard is probably the
only insurance protecting the firm
against a $112.3 million suit filed
against it and Rockwell Interna-
tional Corp. as a result of defective
New York City subway cars.

New York filed suit against the
two firms in mid-June charging
breach of contract and warranty in
the manufacture of 754 subway
cars. Since March 1977, 1,058 faults
have been found in the motor
mounts and side framesof618 cast-
steel undercarriages on which the
cars ride.

The undercarriages, or trucks,
were manufactured by a Rockwell
subsidiary under cont-act to
Pullman. The suit, filed in state Su-
preme Court here, charges that the
cracks in the trucks represent a
"significant danger of a derail-

ment.”

Existence of the guaranty bond,

Calif. mutual
lowers rates

for its doctors

PASADENA, Calif.-Physkians
and Surgeons Insurance Exchange
of California, a doctor-owned com-
pany providing professional liabil-
ity protection for the medical pro-
fession, has lowered renewal rates
for second, third and fourth ycar
physicians and surgeon members.

The reductions will vary depend-
ing on medical specialty classes
and the number of years insured,
according to the company, which
began reducing rates Apri 1.

"After careful study of the claim
reporting pattern experienced by
medical professional liability in-
surers since 1975, we have deter-
mined that a reduction in the
amount of premium required for
second, third and fourth year insur-
eds is in order,” said a company
spokesman.

Coupled with the renewal rate re-
ductions, the Exchange has re-
duced the premiums reg uired of
new first-year policyholders rated
in five of the organization's eight
rating groups. Rates were reduced
between 17% and 25%.

The exchange said its experience
does not support reductions for
doctors assigned to the remaining
three high-risk groups. -

underwritten by five subsidiaries
of The Continental Corp., was dis-
closed by Bruce Kaplan, chief as-
sistant corporation counsel for the
City of New York. Mr. Kaplan said

the city intends to file for recovery
under that bond.

Product liability coverage for ei-
ther Pullman or Rockwellis not ex-
pected to be involved in defense of
the city's lawsuit sincethe suit does
not allege bodily injury or property
damage.

Mr. Kaplan said he was told by
Pullman attorneys that Rockwell
International has agreed to indem-
nify and hold Pullman harmless for
claims resulting from the trucks. A

spokesman for Pullman declined
to confirm this.

However, in a press release,
Pullman stated: "This peremptory
action by the city will undoubtedly
expand to extensive, vigorous and
prolonged litigation, possibly in-
volving a substantial number of
Pullman's suppliers and subcon-
tractors under the R46 c ontract.”

The spokesman said Pullman in-
tends to file a counterclaim against
New York but would not disclose
what allegations would be in-
cluded in that claim.

It is not clear whether indem-
nification by Rockwell or other
subcontractors would supercede
Pullman's guaranty bond. -
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legal brief

Minn. court pins liability loss
on confusing Allstate policy

THESUPREMECOURTofMin-
nesota ruled that reference in a
business insurance package policy
governing limitsofliability forem-
ploye dishonesty to a limitation on
"total"” liability and a reference in
another section to limitation on
"annual” liability raised a reason-
able doubt regarding the limita-
tions of liability.

Columbia Heights Motors was
engaged in the sales and service of
automobiles. In 1973 Allstate In-

surance Co. issued the company a

| business package policy providing

several types of coverage includ-
ing general liability, garage liabil-
ity, automobile liability, automo-
bile physical damage, loss of busi-
ness income and loss or damage to
property.

During the policy period, the
company sustained a loss through
the dishonest activities of one of
its employes as follows: 1973-74,
$1,543; 1974-75, $31,386, and
1975-76, $29,820.

Both the general conditions and
the insurance agreement used the
word "aggregate” to refer to an an-

ROLLINS BURPICK

HUNTER

Multinational Insurance Brokers

World Headquarters

10 South Riverside Plaza

Chicago, lllinois 60606

nual limitation on Allstate’'s liabil-
ity. But the insuring agreement
and the table of limits of liability,
read together, limited Allstate’'s lia-
bility for any particular year to
$25,000.

The motor company claimed the
policy covered the loss up to
$25,000 per year for each of the
three years. Allstate claimed maxi-
mum liability was $25,000 for the
entire policy period because the
loss was caused by only one em-
ploye. The trial court ruled for the
insured.

The appellate court agreed that
thepolicywassubjectto more than
one interpretation and if it were to
accept one interpretation, that of
the insured's appeared to be more

The abstracts published in this
column were prepared by Cases
Unlimited Inc., Evanston, lll.

reasonable. However, the court
said it did not have to decide which
interpretation was more accurate
because the several policy provi-
sions created areasonable doubt of
the liability limits. Reasonable
doubt as to the meaning of the lan-
guage of an insurance policy, the
court said, must be resolved in fa-
vor of the insured. Columbia
Heights Motors u. AUstate Ins. Co.,
Supreme Court of Minnesota, Jan.
12, 1979 (BI/01/Jy.-$4)

Workers compensation

An employe injured in an auto-
mobile accident while returning
home from a trip to his employer,
where he had gone to drop off a
required medical release authoriz-
ing him to return to work after a
prior industrial injury, was within
the "special mission" exception to
the "going and coming” rule, says
the California supreme court.

Elliott Weitzman suffered an in-
dustrial injury in February 1976
while employed by a rapid transit
district. In order to return to work,
Mr. Weitzman was required by the
district to obtain an unrestricted
medical release from his physi-
cian. On Sept. 28, 1976, Mr. Weitz-
man obtained the release from his
physician and took it to the district
office. He wastold to reporttowork
Sept. 30.

Enroute to his home from the
district office, Mr. Weitzman was
injured in an automobile accident.
In this proceeding, Mr. Weitzman
claimed benefits arising out of the
second accident. The workers
appeals board
awarded him temporary disability
benefits. His employer appealed.

The employer's principal con-
tention was that the Sept. 28 acci-
dent did not arise out ofor occur in
the course of Mr. Weitzman's em-

compensation

ployment and hence no award for
disability could be predicated
upon its occurrence. However, the
court concluded that the second
injury clearly was occasioned by
the earlier compensable injury and
was sustained in the course of fol-
lowingtheemployer'sinstructions
flowing out of that earlier injury.

In bringing the clearance to RTD
in advance of the date of his re-
sumption of work," the court said,
"Mr. Weitzman was acting at his
employer's behest.” S. Cat. Rapid
Trans. Dist. v. Workers Comp., su-
preme court of California, Jan. 18,
1979 (BI/02/Jy.-$4).

Group health

AN insured sued his insurance



company to recover benefits for
nursing care under a group health
policy. A Louisiana appellate court
ruled that where the custodial care
exclusion in the group policy was
ambiguous with respect to
whether nursing care constituted
"custodial care,"” the trial court cor-
rectly charged the jury that the ex-
clusion did not apply to the major
medical coverage for nursing care.

G.L. Paret was covered under
the policy issued by Blue Cross of
Louisiana. Basic coverage ex-
cluded convalescent, custodial or
sanitaria care or rest cures. The
major medical endorsement in-
cluded the services of a registered
professional nurse and of a li-
censed practical nurse. The major
medical endorsement stated that
the exclusions of the basic cover-
age were applicable to the endorse-

ment except where they con-
flicted.

Mr. Paret suffered a stroke in

June 1975. Hewashospitalizedand
laterreleasedbyhisphysicianwith
the stipulation that he have con-

stant attendance by skilled nurses
on a 24-hour basis. Mr. Paret did

receive round the clock care from a

series of licensed practical nurses
who gave him shots and took his
blood pressure. In this suit, Mr.
Paret asked for more than $50,000
for the nursing care. The insurer, in
turn, sought reimbursement of
$55,000 that it claimed it had paid
by mistake. A jury found for the
insurance company.

The appellate court said that
nursing services constituted a ma-
jor medical supplement to the ba-
sic coverage and if they are ex-
cluded under certain circum-
stances, the policy should make
the exclusion clear. The court con-
cluded that it was not at all clear
that "custodial” nursing care was
excluded.

Even if it were excluded, the
court believed that the care Mr.
Paret received here was beyond
that of merely watching a patient
to see that he does himself no in-
jury. Thus, the court held the in-
surer liable for the claimed bene-
fits and denied its request for reim-
bursement of benefits paid. Paret
u. Inuisiana Health Ser. & Indem.,
court of appeals of Louisiana, Dec.
20, 1978 (Bl/03/Jy.-$4).

"Churning" accounts

A federal district court in New
York held that a claim of "churn-
ing" by customers in their com-
plaint against a stockbroker
brought the suit within the cover-
age of a brokers blanket bond. The
court said that "churning” was a
deceptive device that fell within
the fidelity provisions of the bond.

H.S. Equities Inc. (HS), a stock-
brokerage, employed Michael
Frank as a registered representa-
tive. The Hartford Accident & In-
demnity Co., at all times relevant
here, insured HS under a brokers
blanket bond against any loss
"through any dishonest, fraudu-
lent or criminal act of any of HS's
employes.

Mr. & Mrs. Odessey sued HS and
Mr. Frank in 1969 claimingthatMr.
Frank churned their securities ac-
counts, engaged in unauthorized
transactions and made fraudulent
misrepresentations to them. RS re-
tained a law firm to represent them
in this suit and notified Hartford.
Hartford elected not to defend the
Odessey action. Subsequently, HS
and Mr. Frank settled with the
Odesseys and notified Hartford.
HS brought this suit against Hart-
ford to recover the amount of the
settlement and attorneys' fees.

The court said that if the facts
alleged in the Odessey action had

been proved, they would have es-
tablished the existence of dishon-

est or fraudulent acts as those
terms were used in the bond. Thus,
the court concluded that the alle-
gations of misconduct contained
in the Odessey complaint brought
that suit within the coverage ofthe

bond. Since Hartford has an oppor-
tunity to defend but declined, the
court held the insurer liable for the
settlement and the attorneys' fees.

The court rejected Hartford's

claim that

a set-off should have

been allowed for the commissions

that HS made on the transactions

in the churning of the Odessey ac-

counts. The court said that the

bond did not require that the loss
should be Balanced against past
profit. All that was required under

the bond, according to the court,
was that the loss be due to the dis-

honest or fraudulent act of an em-

ploye. H.S. Equiities, Inc. v. Hart-
ford Acc. & Indem. Co., U.S. dis-
trictcourt forthe Southern District
of New York, Nov. 22, 1978
(B[/04/Jy.-$4).

Copies ofthe entire decision mav
be obtained by sending a check for
$4 made out to Cases Unlimited to
Business Insurance, 740 N. Rush
St., Chicago, lll. 60611. Pse list
the number,for each opinion.

HERBERT L. JAMISON& CO.

90 Park Avenue, New York, N.Y. 10016 + Area Code 212490-7600

ASSOCIATION GROUP
INSURANCE PLANS

DESIGN ‘MARKETING -ADMINISTRATION

* Multiple Bnployer Trusts  Professional Associations
* Third Pady gaim Facilities « Trade Associations

Rehabilitation saves

you claims dollars by

helping injured workers
return to work.

Insurance company adjusters
or claims supervisors, self-
insureds and independent adjust-
ers are faced with spiralling
claims costs for work-related in-
juries. While a catastrophic disa-
bility may result in a huge, long-
term payout, the less dramatic
cases occur more frequently and
result in larger total expenditures.
In both situations, rehabilitation
can save claims dollars by help-

ing injured workers return
to work.

That's what International
Rehabilitation Associates, known
as | RA, does for over 400 ac-
counts. IRA saves claims dollars
from the start by keeping medical
and hospital costs down to a
minimum while assuring that the
best possible treatment is ob-
tained. However, this is only the
beginning of the process.

IRA rehabilitation involves

treatment of the "whole person."
We consider not only medical re-
quirements, but also job placement
motivational, social and financial
needs as well. When possible, we
try to return workers to their orig-
inal jobs. Otherwise we help them
find a new job that utilizes what
they can do. We encourage a sup-
portive attitude by the patient's
family and relatives and solve
problems or pressures that might
delay a return to work. Since we
act as a third party, we are often in

a better position to achieve results
in this sensitive area.

The net result of successful

IRA rehabilitation is a gratified
worker. A tighter-knit family. A
file closed as quickly as possible.
And a significant amount of
money saved for the insurance
company or self-insured.

The $100,000 saving

When 47-year-old painterJohn
R. injured his lower back on the
job, his physician declared him to-
tally disabled. An IRA rehabilita-
tion specialist, however, found that
John wanted to go back to work;
that his job -painting interiors -
required no heavy lifting; and his
employer would rehire him.

A fter acquainting john's physi-
cian with what we had learned, all
parties agreed he could return to his
job. He did, two weeks after our
initial interview, saving the insur-
ance carrier over $100,000.

We'd like to prove we can save
money for you. Our estimates show
approximately $10 in claims saving
for.every $1 spent on rehabilitation.
For more information, u-rite:
George Welch, President, Interna-
tional Rehabilitation Associates,
985 Old Eagle School Road, Wayne,
PA 19087. Tel: (215) 687-9450.

international

ehabilitation

associates inc.

In Canada: rehabilitation
services of canada
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london line

U.K. insurers predict no crunch
If Europe adopts strict liability

By JOHN H. MILLER

LONDON-If European coun-
tries adopt strict liability, judg-
ments for injured persons' costs
aren't expected to skyrocket so
much to restrict liability insurance
markets as happened in the U.S., a
report by Lloyd's and U.K. insurers
says.

The European Economic Com-
munity is considering stricter rules
against defective products, raising
multinational

concern arnong

firms that export to EEC countries

that huge judgments such as those
reported in the U.S. will occur, thus
restricting liability insurance mar-
kets.

. But a joint body of Lloyd's and
company insurers promises that in-
surance cover will be available up
to substantial limits, although
higher rates might apply to high
risk products such as pharmaceuti-
cals.

The U.K. Accident Offices Assn,
which represents Lloyd's and com-
pany underwriters, said recently,
"Various proposals have been

made, both in the U.K. and the rest
of Europe, for a change in the law
whereby producers would be
strictly liable to pay compensation
for personal injuries caused by de-
fective products.

"Concern over the effect of such
a change in the cost of insurance
has been fostered by the dramatic

increase in product liability claims
in the U.S.

"But we're firmly of the opinion
that the extreme cases in the U.S.

- are more attributable :o its legal
and economic background, as well

Theendof
the 4-wastebasket,
93 -cup

urmnoce

meeting-

Shaping up your own insurance program eats
up time. And even after all those meetings, to-

day's tight insurance market may saddle you with
expensive coverages and limited liabilities.

Insurance Management loosens your time bind.
We study your needs, not just survey them.

We pick the best alternatives for man-

agement of your risks, out of total

familiarity with all coverages available.

When regular coverages prove inade-
quate, we're old hands at setting up
and managing a "captive" insur-

ance subsidiary for your

company You gain needed

coverages, plus access to the
worldwide insurance market.

Insurance Management takes the
time. You save it. And get th@ most efficient insurance package
our companyful of insurance pros can put togethen

Paperwork and caffein are out. The easy insurance system is in.

Insumnce Manasement

IM of America, Inc., 8401 Connecticut Avenue
Chevy Chase, MD 20015 (301) 654-0355

Offces in. Reading, Lancaster, Villanova, Pa. and affiliated agencies nationwide.

as social background, than to the
precise doctrine of strict liability.
Court procedures, the contingency
fee system for lawyers, awafds of
punitive damages and other legal
aspects are different in the U.S."

Any change in product liability
rules is unlikely to have any signifi-
cant effect in Europe, "although
someimpactonratesisinevitable,"
the association said.

LeadingU.K. underwriters, how-
ever, say there will have to be much
greater risk control, especially over
new products, if stricter "no-fault”
laws are adopted. There will have
to be an especially careful watch on
the development risk of pharma-
ceuticals, it's noted.

Insurers in some areas, however,
have speculated that changes in
Britishlawsinthenexttwoorthree
years will make it easier for con-
sumers to get compensation for de-
fective products. Rates might rise
as a result by 33% for low-grade
risks, 50% or more for medium
risks, and 100% plus for high risks.

Industrial leaders still oppose
any major changes in regulatory
provisions for bad products. Sir
John Methven, director general of
the Confederation o f British Indus-
try, takes the view: "The public has
the right to protection from unfair
treatment by manufacturers, but
proposals to extend liability are to-
tally unreasonable and it would be
better if government and industry
got together to fix standards of
safety and manufacture.”

New insurance centers

New internationalinsurance cen-
ters are being planned by leading
U.K. groups venturing into places
such as Hong Kong and Bahrain.

The C.T. Bowring group, which
is finalizing a business link-up with
Marsh & McLennan, is part of a
new reinsurance company in Hong
Kong set up in association with two

well-established local business

firms. Other backers include

Chubb Corp. from the U.S. and the
Ming An Insurance Co. of Hong
Kong, part of China's state-run in-
surance organization.

At the same time, two U.K. insur-
ance groups, Hogg Robinson and
Prudential Assurance, are joining a
consortium based on Saudi Ara-
bian financial interests to start up a
new insurance company in
Bahrain called Saudia Interna-
tional Insurance Co. It will develop
insurance business on construe-
tionprojectsandotherbigdevelop-
ments in that oil-rich area, but will
also cover marine, aviation and

other non-life risks.

Broker responds

Malcolm Pearson, head of

Lloyd's brokers Pearson Webb
Springbett, has defended himself
vigorously against criticism that he
acted too strongly in pursuing sus-
picions of fraud over a massive
claim for fire damage to 301 Fiat
autos in the cargo vessel Savonita
in 1974 (BI, Jan. 8).

He represented the Italian insur-
ance company SIAT, which in-
itiated reinsurance claims against
the London market for $711,643 in
order to recoup its losses over pay-
ments to the Fiat group for the
damaged vehicles.

When inquiries into the affair led
to the suspicionthat aNaples, Italy,
dealer might have bought the
damaged autos at much below
their true value, Mr. Pearson took
legal advice and kept underwriters
informed of the position.

The consequence was that the
bigger broking group, Willis Faber
Dumas, took over the SIAT claim
and finally got the market to agree
to a settlement of around $543,000.

There was an internal quarrel
over the actions of the Willis Faber
group. A special Lloyd's commis-
sion ofinquiry cleared them ofex-
ercising undue pressure on marine
underwriters to settle the reinsur-
ance claim.

Emphasizing that he acted at all
times on legal advice, Mr, Pearson
has now formally replied to
Lloyd's: "My duty was to inquire
whether my suspicions over the
claim were well-founded, even
though | was about to put our
largest account into jeopardy, and
to co-operate with all parties in the
investigations.

"l was not prepared to ignore
these, nor stand aside and see the
claim paid without taking any ac-
tion. It is not clear to me how pro-
fessional duty can differ from pub-
lie duty when fraud is suspected. |
can only say that my brokerage
firm forfeited its largest account
because we stood up for the under-
writers concerned and for what we
still regard as the best traditions o f
integrity in this market.

"l do not find crusades and cam-
paigns dishonorable things. Per-
haps there are not enough of them
nowadays, but | certainly care very

deeply about many things, and
Lloyd's is one of them.” -
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DENVER and TOLEDO

iInvestigates, fines
unlicensed insurers

... have the Assurex combinati6n. If you require professional insubance services. in
these areas, or elsewhere, we are close at hand... and baoked by an international
brokerage organization with 69 offices and 4,000 specialists worldw. de.

TALLAHASSEE-Florida insur-
ance commissioner Bill Gunter is
pursuing, fining and publicizing
action against insurance compa-

nies found doing business here
without a license.

A $1,000 finewas assessed last
month against American Drug-
gists Insurance Co., an Ohio-based
company specializing in profes-

sisted that it was not doing busi-
ness in the. state., Instead, it
claimed; it was merely launching
direct mail solicitation and as such
did not come under the purview of
the state's insurance code. Later,
however, the Bermuda-based com-
pany admitted to its wrongdoing
along with Ideal Mutual.

The activities of both LEIC and

PARTNERS IN ASSUREX INTERNATIONAL
Call or VWrite:

WARREN & SOMMER, INC. PICION-CAVANAUGH, INC.

3955 East Exposition Avenue 811 Madison Avenue

Denver, Colorado 80209 AIlIF
303-744-3711

Toledo, Ohio 43624
419-241-8211

Ideal Mutual were. uncovered
when the department received-an
"inordinate” number of com-
flaints.from members ofthe insur-
ance industry and inquiries from

B — L U e e — -

sional liability coverage.

A $5,000 fine was assessed earlier
against a Bermuda-based com-
pany and its fronting insurer:was
fined $3,500.

An investigation by the depart-.
ment of insurance revealed that

- See our ad on page 6

American Druggists sold a com-
prehensive pro fessional+ liability
poliCy to the Pinellas County
Sheriffs Department without.be-
ing authorized t6 solicit that kind
of coverage in Florida, the depart-
ment said.

Who brings resourcefulness, along with resources,
to excess and special risks?

The crack troop
from Baccala &

Shoop. -

Soliciting insurance without the
approval of the department of in-
surance can be grounds for the re-
vocation o f a certificate o f author-
ity to operate in Florida.

However, a joint settlement stip-
ulation issued by the department
of insurance and signed by the
American Druggistsstatedthatthe
company would agree to the fine

and comply with the Insurance
Code.

Law Enforcement Insurance Co.
Ltd. (LEIC) ofHamilton, Bermuda,
specialists in civil liability cover-
age for members of law enforce-
ment agencies, was fined $5,000 for
issuing professional liability poli-
cies from Nov. 1, 1977, through
Sept. 30, 1978, to members 6f the
National Sheriffs Assn. without a
license to operate in the state. & Ir

When LEIC agreed to stop issu-
ing the policies, Ideal Mutual
picked up the business in Oct.
1978, underwrote the LEIC. poli-
cies, but reinsured 95% of the risk
with LEIC withoutthe approval of
the department o f insurance. Ideal
was fined $3,500. % |- 1kvr

p | *It. 471,

Meanwhile, the National Sher-
ifs Assn., said to have waged an 1
aggre'ssive ad, brochure and mail
campaign bringing business to the
two companies, was not fined, but
ordered t6 stop soliciting business
on behalf of the two companies.

LEIC and Ideal Mutual refused

t Baccala & Shoop, we. .{',1-"t., 9111u"-PrP’ -

don't try to be all things to - S C.1<11-,1-1.dA-,
all producers. Our only' busine»P

is total underwriting managemente -'Li

of excess and special risk , »

Nnsurance.

The- men and women of Baccala'& .A +

to comment on the settlements.
But an attorney with Florida's in-
surance department said that both .
companies agreed that they were
violating separate sections of the.
state’'s insurance code and would
pay the fines without any delay.
When the charges of the insur-
ance department first hit the desks -
of LEIC,a stock company, it in-'

RIMS chapter

elects officers

PORTLAND, Ore:-Jack Fee of
Publisher's Paper C6. is the new
president of the.Oregon Chapter of
the Risk & Insurance Management
Society:

Other officers of the chapter for
197940.term are: AntiennaGatesof

Shoop have a lot to give - and give ,
their all. They don't take pat stands
when makingrisk decisions. To each individua-1--""'-T#'"' -4
proposal, they apply ingenuity plus solid experience , 0!11- - - +
In fact, their resourcefulness hhs helped usachieye: - - 1,11* - :tr
a prifnary goal: to produce profits year after year ,» 41 -1,
foF the companies we represent.

In casualty, we have in-house and supplerrientary »:_ -
resources to cover'potential liability for nearly- every kind .1 -
of third-party risk - via Umbrella liability, Gap/Buffer Layersi: - *
and Excess Workers Compensation. In property,,we also have Ih61 * 1
capacity to tailor coverage for your requirements in Primary . - 'i.
Quota Share, Excess of Loss, All Risks, D.I.C. and Builders Risk." 1.

Why settle for the ordinary in 6xcess and special risks.wren you -2 -",,-
canjust as well have-a Mhsterly.touch. Pick-ub-th6 ptione and call -' .;
in the crack troop from Batcala & Shoop

We'll put:our reputation for- consistency and stability on-the line. .2

Louisiana Pacific Corp., executive
vp; Randal Wilson ofPortland Gen-
eral. Electric Corp., vp-secretary/
treasurer; Cynthia Rimkus, ESCO
Corp., vp-communications; Rollin
Hogge ofPope & Talbot, vp-special-
projecits and John Millerof Con-
solidated:Freightways, vp,national
director:

Kathy Panther of Northwest Ac,
ceptance- Corp. was elected histo«
-_—T . — - = —

Baccala & Shoop

Atlanta. Chicago - Columbus; 0-hi6 F [:)alias k'HoOstonY:'116, Angeles . New York . Philadelphia: Phoen;x . San Francisco . Seattle:

« +.*6*/F-eg,=M'E.
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around the states

Conn. governor signs tort reform bill

HARTFORD-Connecticut Gov.
Ella Grasso has signed into law leg-
islation (H.B. 5870) that contains
the major provisions of the U.S.
Commerce Department's model
product liability bill.

The measure limits the liability
of manufacturers to only the "use-
ful safe life" o f their products and
reduces awards by the amount of
workers compensation benefits.

Last year, Gov. Grasso vetoed a

product liability bill that was con-
sidered more favorable to manu-

facturers than this year's measure
which goes into effect Oct. 1.

Mich. work comp

LANSING-Michigan employ-

ers will pay an average of 14.3%
more for workers compensation in-
surance under new rates approved
by acting insurance commissioner
Jean Carlson.

The approved rate increase is
2.2% less than had been recommen-
ded by an independent hearing of-
ficer and only a little more than half
ofthe 25.4% insurers had requested
if the rate hike were to take effect
after Dec. 1, 1978.-The rate. inzrease
approval is less primarily because
the commissioner cut the re-
quested trend factor from 1.575 to
1.429.

The rates, which will increase in-
surers' income by $79 million, will
take effect as soon as insurers file

for the new rates in accordance

t-f

with the commissioner's condi-
tions of approval. Insurers had
hoped the new rates would be ap-
proved retroactive to Dec. 1, 1978,
claiming the increases were
needed because ofpoor loss experi-

ence.

Mass. recognizes s:ress

BOSTON-The Massachusetts
supreme judicial court held that
employes unable to work becalise
their jobs have led to mental or
emotional disorders are entitled to
collect workers compensation.

Employes are eligible for com-
pensation, the court said, if their
incapacitating mental or emotional
disorders were caused by "specific

stressful work-related incidents.”

The court ruled in the case ofJo-
seph Albanese, a former foreman
for the Atlantic Steel Co. in Everett,
who was diagnosed as having "a
chronic anxiety state mixed with
depression.'

His problem, the court said, was
attributed to stress on the job when
friction developed between Mr. Al-
banese as supervisor of the plant's
shipping
workers after unionization efforts
began in 1967 Additional friction
was caused by the plant manager's
activit*s, the court said.

operation and the

W. Va. work comp

CHARLESTON-The West Vir-

AlBgone

mismg

a 65-lb.

weakling.

(but that was before CMI)

I'm a broker. | stand 6'2" and weigh a solid
220. | deal with Capacity Managers International.

They're good. They're fast. They handle my spe-
cialty cover needs exceptionally well. You ought
to do business with CMI, too. | think you'll be

pleased.

Just address the envelopes tc CMI.
Inside, put your applications for
some of CMl's special prcgram: (like
our Restaurant Package, Public Offi-
cials Liability, Associations, etc.). Or
enclose a request for mcre informa-
tion about Primary Liability, E&O or
any of our Property and Casualty of-
ferings. We even give you a choice of
addresses. Pick the one .hat's most

converient:

CMI, 160 Water Street, New York, NY 10038

CMI, 10 S Riverside Plaza, Chicago, 1- 60606
CMI, 3345 Wilshire Blvd., Los Angeles, CA 90010

CMI, 100 Wood Ave., Iselin, NJ 00820

HOW TO TURN
$1000 INTO $1,000,000

When did | weigh 65 Ibs? When | was seven

years old. But, as | said in the headline, that was

a long time before | even heard about CMI.

O'tu

IN THE STOCK MARKET

Follow ttis guaranteed two-s.ep program:
1) Buy 1000 shares of a $1 stcck.

2) When it goes up to 1000, sell.

For other money-making ideas, (all of
which have to do with insur:nce) contact

CAPACITY MANAGERS INTERNATIONAL, INC.

160 Water Street
New York, N.Y. 10038

160 Water Street
New York, N.Y. 10038

Scientific Study Proves:

HOWTO

PICKUP
Gmis!

Bend your knees and keep a

Dealing with CM |

offers excepbonal
nutritional benefits!

straight back (especially if it's
a heavy girl}, otherwise you
could strain yourself.

To avoid grief'whenyou want
to pick up specialty. toverage
in .the E-& S market; iuht- call
CMI at (212) 344-5300; '[312)
641-3377; (2131 3803776'or. (201)

549-4990.. , . ..,-<.

X:*0Z.2211:.-:s-

It's this simple: If you do business
with CMI, we eat. The more busi-
ness you do, the better we eat. We
think that's a compelling reason for
all agents and brokers to deal with
Capacity Managers International,

Inc. (And we haven't even men-
tioned the fact that we're just abour
the best Managing Agents and Ex-
cess and Surplus Lines Brokers
you're likely to find! )

The Employees of 9/|Al

( P.S. Remember, we all have families, too.)

CAPACITY MANAGERS INTERNATIONAL, INC.

160 Water Street, New York, NY 10038

100 Wood Avenue, Iselin, NJ 08830

10 South Riverside Plaza, Chicago. IL 60606 CMI Insurance Agency, Inc., 3345 Wishire Blvd., Los Angeles, CA 90010

ginia supreme court has ruled that
temporary total benefits for an em-
ploye may be terminated by the
workers compensation commis-
sioner without holding a hearing,
but the employe must be given
prior notice and the opportunity to
submit additional evidence.

The commissioner, not a doctor,
ultimately decides the degree of
disability based on medical data

and the date for ending temporary
total benefits.

Map use wanes

DALLAS-Texas's little-used
Market Assistance Program for
product liability will renew its pub-
licity efforts to attract new appli-
cants, but directors say the pro-
gram will probably be discontin-
ued later this year if the campaign
fails.

The MAP program, set up in
August 1977 to help find insurance
for product liability risks, has re-
ceived only one application for cov-
erage so far this year. The program
received 35 applications in 1978.

Applications are scarce, said ex-
ecutive committee chairman Bill
Huff, because product liability in-
surance is still too expensive for
many companies to afford through
any market mechanism. "We can
deal with availability, but there's
nothing we can do about afforda-
bility,"” he said.

Less publicity of the program
could be a factor in fewer applica-
tions, Mr. Huff noted. He will meet
with the state board o finsurance in
September to recommend whether
or not the program should be con-

tinued.

Punitive damages

LANSING-Liability insurance
policies sold in Michigan may not
exclude coverage for punitive dam-
ages, according to a guideline from
the insurance department.

All liability policies are being re-
viewed by the department for the
exclusion and any policy carrying
the exclusion since June 1 is being
disapproved, the department said.

The insurance department deter-
mined that excluding coverage for
punitive damages denies expected
and deserved coverage and cannot
be accompanied by a premium re-
duction because the reduction

would be impossible to calculate.

N.J. work comp

TRENTON-New Jersey's 175,-
000 insured employers will pay an
average of 8.5% more for workers
compensation insurance under
new rates approved for July 1.

That's an estimated $39.5 million
more for the 230 workers compen-
sation insurers in the state, accord-
ing to the state compensation rat-
ing and inspection bureau.

The increase is needed, accord-
ingto the bureau, becauseofhigher
costs of medical services and be-
cause court decisions have ex-
panded the definition of compen-
sable events.

Vit. ski area wins

MONTEPELIER-The Vermont
supreme court upheld a Rutland
superior court verdict in favor of
Sherburne Corp. in a negligence
lawsuitbroughtagainsttheskiarea
by a young boy in 1975.

Sherburne Corp. runs the Kil-
lington Basin Ski Area, where
Brett Green was injured in 1975
when he skied into a utility pole on
the East Glade Trail.

Mr. Green's family had tried to
raise the issue as to whether a util-
ity pole in a ski trail was an "obvi-
ous and necessary danger" that
should be assumed by the skier.
But the supreme court upheld the
lower court's handling of the case,
noting the utility pole was an
"obvious, observable obstacle”

rather than a hidden danger to the
ESo b o B —



Group liability plan

buttonholes handful

of clothing makers

NEVW YORK-Despite potential
savings of as much as.25% on prod-
uct liability insurance rates, fewer
than 10 of the 100 members of the
National Outerwear & Sportswear
Assn. have taken advantage of a
new association program.

But Mort Bauman, executive di-
rector of the association, said the
program, underwritten by the Puri-
tan Insurance Co., is generating "a
lot of interest"” among manufactur-
ers. He expects. the number of par-
ticipants to grow by the end of the
year. NOSA's members are manu-
facturers, producing primarily
coats and jackets.

"This is a thing you build up. It
takes a while to get started,” he said
of the two-month-old program. Al-
though only eight association
members have joined the plan,
around 60 others have asked for
rate estimates.

NOSA's members range in size
from $1 million in annual sales to
$600 million in annual sales, with
the average size being in the $10
million to $20 million range. Of the
eight companies that have signed
up so far for the Puritan policy,
most are small, although a couple
fall into $10 million annual sales
category, Mr. Bauman said.

The rates individual members
pay underthe association plan vary
from state to state, but the average
savingsisaround 15%,Mr. Bauman
said. Some manufacturers have
had their costs reduced by as much
as 25% and others haven'tbeen able
to save any appreciable amount, he
added.

The standard product liability
policy includes limits of $500,000
per occurrence and a $1,000 de-
ductible, according to Mr. Bauman.

NOSA decided to seek out the as-
sociation plan because members
"felt they were paying too high a
rate for the risk involved," he said.

The plan was also put together
after retailers, skittish about their
potential risk, pressured the manu-
facturers to obtain liability policies
that would protect them as well, as
additional insureds, Mr. Bauman

said.

"The retailers are demanding it.

Las Vegas
self-insures

LAS VEGAS-The city of Las
Vegas has named Integrity Insur-
ance, Rochelle Park, N.J., as its mu-
nicipal liability excess insurer over.
a new $100,000 self-insurance pro-
gram, effective July 1, according to
Ted Willstead, risk manager.

He said that Integrity Insurance
is the city's first excess municipal
liability insurance carrier.

The premium on the excess cov-
erage is $188,500 according to a
spokesman for Warren, McVeigh &
Griffin, Newport Beach, Calif.,
which acted as consultant on the

., prograrn.

The first dollar coverage pre-
viously purchased from the Hart-
ford Insurance Company cost the
city a total of$391,500 a year, forthe
same $5 million limits now pro-
vided under the self-insurance and
excess prograrn.

Las Vegas's annual paid losses,
said Mr. Willstead, are between
$15,000 and $20,000, with annualre-
served losses of $50,000 to $54,000.

He said that out of eight excess
carriers evaluated duringthe selec-
tion process, only Compass and
Admiral offered coverage above a

self-imnsured lirmit -

They want to make sure they are
covered," Mr, Bauman said. Re-
tailers have been especially con-
cerned about potential lawsuits
arising out of clothes that might
have caught on fire and injured the
wearer, particularly after the Triss
case a few years ago, when inflam-
mable material was ordered offthe
market by the government
Cases have also been filed
against manufacturers for such
things as a young boy strangled to
death when the hood of his jacket
caught on a tree branch, Mr.

business insurance, July 9, 1979 / 45

PLACEME FACILITIES, INC,
P 230 Park Avenue. Suite 411
New York. New York 10017
(212) 599-5663
Telex No. 64 - 0379

—

SPECIAL RISK UNDERWRITERS

. is pleased to announce that it is accepting, on a selective basis, Applica-
tion and Profiles (Regional Appointments) for Producer Appointments.
PFIl is a Managing Underwriter and Surplus Lines Broker with -

- Commercial Umbrella Programs (Binding Contracts)
« Competitive & Surcharge Primary Liability (Binding Contracts)
« Liquor, Professional & other Specialty Lines
- Bankers Blanket Bond Line Slip Facility
Please direct all responses to: Roger S. Walsh

Lawrence L. Prager
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BRENDA WELSH

MANAGER, EMPLOYEE BENEFITS AND SERVICES, AUTOMOBILE CLUB OF SOUTHERN CALIFORNIA

6 6 Employees get the service -

we get the savings
now that we have CAS™*."

"We had a fine insurance carrier ad-
ministering our 40,000 annual health
and dental claims. But with fees
based on dollars paid out, the in-
creasing cost of medical and dental
services was pumping up our
administrative charges.

"At the same time, it was taking three
weeks or more to process claims,
partly because of postal delays and
the manual pre-certification we had
to do. When there was a question or
an error, it took much longer.

"Going on line with CAS realized
administrative savings for us of
several hundred thousand dollars
over the initial 5-year period. Our
clerks learned quickly and easily to be
adjustors, which greatly increased.
their status, morale, and income.

"Best of all, CAS brought our claims
administration time down to 5 days,

which includes mail communication

*CLAIMS ADMINISTRATION SYSTEM

from our 100 field offices. Errors
have decreased substantially, in-
quiry response is instantaneous, and
when the phone rings, it's usually
someone with a compliment.”

FOR FAST INFORMATION ON CAS,
CLIP THE COUPON TO YOUR
CARD OR LETTERHEAD AND MAIL
TO YOUR NEAREST CAS OFFICE.
OR, CALL DIRECI

r—
To System Development Corporation
(Claims Administration System)

= 2500 Colorado Avenue
Santa Monica, CA 90406
(213) 829-7511

= 122 East 42nd Street
New York NY 10017

(212) 697-5120

= 900 Commerce Drive
Oakbrook IL 60521

(312) 325-6363

Please send me your brochure giv-
ing full details of the CAS technique
1 of automating medical and dental
1 claims administration for large

organizations.

NAME
1

TITLE

] System
1 Oeveloprnent
Corporation

817/9/9
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book review

Boss talk: '1 can shout, don't hear you'

By Z’EV KRONISH

Communication for Supervisors
and Managers
By Lyle Sussman and Paul D. Kiri-
vonos
Alfred Publishing Co., 227 pp.,
$9.95
For many years, J.P. Morgan
walked to work daily with a neigh-
bor who sold life insurance. One
day the salesman expressed disap-
pointment over Mr. Morgan's fail-
ure to give him any business.
"You never asked me!” the fin-
ancier responded.
A singular concept, communica-
tion is easily taken for granted. It's

not farfetched to describe the pro-

cess as the blood stream of the or-
ganization, pervading alllevels, up
to the higher echelon of manage-
ment, down to subordinates and
across to those who hold similar
responsibilities. This book's theme
is that the manager can improve
the quality of perf6Grmance by
grasping the communication idea.
The authors warn against assum-
ing that the receivers of any com-
munication is a sponge "passively ,
soaking in the message." If the re-

sponse is less than expected, it's
not that someone is slow but due to

the fact that communication is a
complex process involving over-.
load, distortion and other dysfunc-

tions.

Misunderstandings occur be-
cause meanings elude the partici-

pants. Ambiguity is a mgjor cause
of communication breakdown.

And then there are those who sim-
ply don't listen; they're distracted
by all that's happening around

them.

"As messages travel up the hier-
archy from the lowest to the high-
est levels, distortion is an ever-
present danger.” The sender trans-
mits an idea, but the receiver's per-
ception alters the message. Lan-
guage in itself is a mAjor barrier to
universal understanding, particu-
larly in the case ofupward commu-
nication, from subordinate to su-

It all adds up.

Selecting an organization to
handle employee benefit
planning is a major responsibility

You need to look closely

at performance, products,
service and rates. These are

the things that make Crown Life
stand out among insurers.

Over 20,000 businesses have

from basic

pervisor.

Feedback is one way to reduce
distortion. By treating communi-
cation as a dynamic process-akin
to a game of ping-pong-it is possi-
ble to progress as an effective ad-
ministrator. For feedback to work,
the sender has to deftly tune in to
the reaction and the receiver to co-
operate by sharing ideas and
thoughts. In a sense, communica-
tion is always in flux; it is a contin-
uous motion.

The authors observe that any-
thing you do, as well as what you
say, has the potential to communi-
cate. Your facial expressions can
influence your message. One bit of
advice: Say it well rather than of-

The firm with less than 50

employees will appreciate the
complete range of benefits
offered by the Crown Employee

Benefit Packages. Or for
the smaller firm with 1 to

24 employees, we write CGT.

Crown also offers a full

line of individual coverages.

chosen Crown. Why Crown?
Because we have the

combination that satisfies their

employee benefit needs.

The starting point for a sound
benefit plan is group life
insurance. Crown lets you select
either Group Term Life or
Bi-GOL'10/us - a permanent
plan which builds up cash or
paid-up values - as well as
Group Term Survivor and Group
Life Income plans.

Income replacement needs are
met by a variety of Weekly
Income and Long Term Disability
plans.

An important addition to today's

group insurance plans is group
health insurance. Crown can

provide a number of health plans
to suit the objectives of any firm,

hospital,
surgical

and medical
coverage i
to Major

Medical Expense coverage.
Vision Care and Dental Benefits

are also available to round

out that health plan.

Pension plans are needed for a
variety of retirement functions, so
Crown provides a full portfolio of
annuity products to suit these
functions. Our Guaranteed
Deposit Accumulation Policies,
Tax Sheltered Annuities and
Individual Retirement Annuities
are only a few of the products
available for the funding of
qualified pension or profit-sharing
plans for various types of
organizations.

*CROWN

LIFE INSURANCE COMPANY
HOME OFFICE, TORONK), CANADA

Over 40 Group Offices and more
than 170 agencies and branch
offices throughout North

America, the United Kingdom

and the West Indies combine to

provide complete facilities for
both sales and service.

But it doesn't add up to an
unaffordable price. Crown's rates
compare favorably in the highly
competitive climate of the
insurance marketplace.

Find out for yourself what we can
do. Simply call or write your local
Crown Life office.

Let the facts speak for
themselves.

A complete product portfolio
Total-service facilities

Competitive rates

They all add up to Crown.

ten. To be effective, it helps if you
gain insight into the receiver's per-
sonality. You should know some-
thing about the other individual's
motivation and attitude.

Is it better to put your message in
writing or present it orally? Oral
communication works better when
a response is needed quickly be-
cause "feedback obtained in face-
to-face situations is more immedi-
.ate." Issues can be resolved rap-
idly. The authors praise "warmth"
as a factor favoring the oral route.
Intimate contact can induce a re-
ceptive atmosphere.

Kinesics, a concept popularized
by Julius Fast in the early 1970s,
views body action as a unique ele-
ment in communication. Messrs.
Sussman and Krivonos observe
that touching can add a vital di-
mension to the verbal message "I
like you." Nonverbal cues rate at-
tention; they're apt to give useful
clues of real feeling. Watch the face
for your first hint ofthe receiver's
reaction. Eye contact will posi-
tively prod feedback. Posture is a
clue.

As a non-verbal cue, timing of-
fers its own special message. A job
applicant who arrived 15 minutes
earlywasjudgedbyparticipantsin
a study the book cites to be a dull
person while someone 15 minutes
late was viewed as incompetent.
The punctual applicant was " per-
ceived as the most social)le and

composed.”

Listening habits, the authors
say, are the cause of many awk-
ward predicaments.
these useful skills: Tune into

Cultivate

what's being said; focus on the
main idea; don't be sidetracked by
trivia; withhold rash judgment.
The authors present only one
side o f the listening phenomenon.
Good listening technique, a per-
suasive instrument to a winning
personality, brings many rewards.

In subtle ways listening power can
achieve results.

Too much information leads to
suffocation, the authors warn. The
distress, known as overload,
produces a negative response.
They suggest that the way to con-
trol overload is for the receiver to
set up a priority system and for the
sender to carefully examine his se-
lection of messages.

The solution Messrs. Sussman
and Krivonos offer doesn't go far
enough. The formal atmosphere in
the workplace dampens meaning-
ful expression and the informal
channels are insignificant. The au-
thors devote two chapters to know-
ing and reaching the receiver.
Their emphasis is misplaced. The
communication hang-up doesn't
stem from the receiver'scharacter-
istics.

To communicate effectively, em-
ployes require training sessions
because people are inhibited and
incapable of expressing ideas
freely in the corporate environ-
ment. On the one hand, communi-
cation skill is a learned behavior,
which the authors stress, but the
goal is thwarted by the employes'’
inability to let go. The basic barrier
is an imprisoned personality.

Effective communication is the
aim but success depends on a
therapeutic approach that utilizes
the technique of the game. Com-
munication, corporate growth and

individual enhancement go hand
in hand.

Z'eu Kronish, who holds an MBA
from the College of Insumnce, has
handled risk management and
benefits administration at the cor-
porate level.

New Puerto Rico firm

A.S. Hansen Inc. has formed a
Puerto Rican subsidiary to do con-
sulting work in employe benefits,
compensation, actuarial services,
plan administration and communi-
cation. The subsidiary is a joint
venture of Hansen and Pension

Planners of Puerto Rico.



Continued from page 1

ment o f competition in the market
place which would be beneficial to
all commercial buyers of insur-
ance.”

Allowing businesses to form
their own risk retention pools
"would eliminate the highly sub-
jective ratemaking now imposed
on our industry,” wrote William C.
McCamant, vice chairman of the
board of the National Assn. of
VWholesaler-Distributors, in his let-
ter to Mr. Mcintyre.

Trade group lobbies

This support, however, came a
bit late in the day, a government
source said. "If 12 very important
business leaders who knew who to
call in the White House would have
lobbied for the proposal, indicating
that it was an important measure, it
might have made a difference," the
source observed.

Insurance trade associations lob-
bied against the Commerce plan
(Bl, May 14), but their opposition
did not play a role in OMB's deci-
sion to reject the proposal, a source
said. Of far greater significance to
the OMB was the lack ofimmediate
broad-based business support.

Most business groups have said
the plan may have some merit, but
they wouldn't officially endorse it
until they saw it and reviewed all
details.

The Commerce Department,
however, wouldn't release the com-
plete proposal. Victor Schwartz,
chairman of the interagency task
force on product liability and acci-
dent compensation, said the plan
couldn't be published until OMB
gave its approval.

"It's the old Catch-22 situation,”
said Commerce Department senior
legal adviser Don Smiegiel, who
drafted the plan. "You can't expect
business to support something
they haven't seen, but we weren't
allowed to publish the proposal.”

Some business groups won'tgive
up. "We shouldn't let it die,"” said
Bob Friedlund, chairman of the
Material Handling Institute's prod-
uct liability steering committee.
"Small business and some large
firms need this kind of help.”

State-exempt

Under the Commerce Depart-
ment proposal, firms could band
together to form insurance cooper-
atives or "risk retention groups"”
pooling all or a portion of the
participant's product liability ex-
posures. They would presumably
operate in the U.S. like group cap-
tives now do in o ffshore tax havens
and would be exempt from state
insurance regulations. Instead,
they would be regulated by the
Commerce Department.

Before deciding whether to allow
a risk retention group to operate,
the federal government would re-
view the group's assets, reserves,
loss prevention efforts and man-

N.Y. insurers

BROOKLYN-A New York su-
preme court judge has ordered the
liquidationofConsolidatedMutual
Insurance Co. and its subsidiary,
Long Island Insurance Co.

The two Brooklyn-based insur-
ers have been in state insurance de-
partment rehabilitation since No-
vember, when Consolidated Mu-
tual was declared insolvent and
Long Island was found to be finan-
cially impaired or lacking the re-
quired surplus.

Claims against the two defunct
Dompanies will be covered by the
New York guaranty fund and those
of other states where the insurers
were admitted, said the New York
iNnsurance department .

agement expertise.

Premiums paid into the risk re-
tention groups would be tax de-
ductible so long as there was suffi-
cient spreading and sharing of risk
to satisfy Internal Revenue Service
requirements.

The Commerce Department be-
lieves state regulation, with its high
capitalization requirements, has
blocked businesses from unitingto
cover their product liability expo-
sures through pooling arrange-
ments.

By tailor-making insurance regu-
lations to meet the needs of bu-
sinesses forming their own insur-
ance cooperatives and allowing the
same deductions companies now
are given for purchasing insurance
from commercial insurers, the
Commerce Department believes
more competition would be in-
jected into the insurance market.-

Revised Edition
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PHOENIX and CINCINNATI

... have the Assurex combination. If you require professional insurance services in
these areas, or elsewhere, we are close at hand... and backed by an international
brokerage organization with 69 offices and 4,000 specialists worldwide.

PARTNERS IN ASSUREX INTERNATIONAL
Call or Write:

OLLIVER/PILCHER KREIDLER-SHELL, INC.

C ES 309 Vine Street
Cincinnati. Ohio 45202
odn| [z 513-381-0500
-P77 3

See our ad on page 6

The Umbrella Book an up-dated, expanded new edition
containing comprehensive analysis ofmajorumbrella

policies providing quick and accurate coverage

comparisons.

Contents

= Clear and concise evaluationsof49

umbrella policies (more will be

added later)

« Specimen copy of each policy
= Major policy terms- their

meaning, effect, and the
differences between
various wordings

« Major endorsements
including those
applicable to
contractors, financial
institutions, and
municipalities

low to

= Improve your
coverage

Properly mesh
primary and excess

policies

Structure layersof

excess coverage
with different

markets

The Authors
- Mr James A
Robertson, one of the

principal authors of The

Umbrella Book

* The staff of Warren, MdVeigh &
Griffin, leading risk management consultants

= An advisory panel of experts from insurance
companies surplus and excess linesmarketsand

brokerage firms

Name

Title

Company

Address

City

State

VWVwhat Net.
= Now in a loose-leaf format
= Periodic up-dates-
"The Umbrella Notes"
= More policies- 49
insurers at publication
= New sections on
underlying coverages,
endorsements,
marketing tips
- New reference charts

for each insurer's

policy

Know at a Glance
- The widely differ-
ing coverages
available
* The shortcomings
of your umbrella
policy
- Flaws in the
competition's
coverage
- Positive features

of your form

Color Charts
» 116 features of each umbrella
* Over 5,500 separate comparisons
« Their effect on coverage in a color coded
format
- Differences or concurrence with ISO primary coverage
are pointed out

= Color charts up-dated annually

Special hice
The price ofthe Umbrella Book will be $125, but until
September 1, 1979, Warren, McVeigh & Giriffin is offering a 25%
discount- $93.75 which includes free periodic up-dates for
one year The up-date service can be renewed after

the first year

Here is my order br The Umbrella Book at your special price
of$93.75 instead of$125. This price includes free up-dates for
one year This special priceofferexpires September 1, 1979.
(The Umbrella Book is now being printed Delivery is
expected in early August.)

Number of copies at $93.75 each
California residents add $5.63 sales tax for each book
Postage and handling at $5 per book

"TUrAL

Make check payable to:
Warren, MeVeigh & Griffin

Zip 1420 Bristol Street North Newport Beach, CA 92660 Dept. D
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IlHlinois, Florida...

Continued from page 1
associate general counsel for Kem-
per Insurance Cos.

Ideally, an insurance exchange
should handle reinsurance busi-
ness, direct insurance on risks out-
side the U.S. and unusual domestic
risks, Mr. Brown explained. "The
low premium requirement and the
provision allowing a broker to sub-
mitbusiness below the $50,000 pre-
mium level if that risk was turned
down by two msurance carriers
just won't attract good exchange
business,” Mr. Brown noted.

"Having business turned down
by two carriers is not uncommon at
all,"” Kemper's general counsel ex-
plained. "Therefore, what you have
in the lllinois exchange is a vehicle
in competition rather than a com-
plement to the insurance industry
nationwide,"” Mr. Brown asserted.

"The Lloyd's of America idea is a
romantic notion that just won't
die," mused W.J. Gilmartin, senior
vp of CNA Insurance Co. "And
quite honestly, a vehicle which can
bring more jobs, more insurance
expertise and more business into
lllinois can certainly do no harm
and is a very difficult concept to
oppose,"” Mr. Gilmartin said.

Consolidating underwriting
brains under one roof can also
produce astounding by-products,
Mr. Gilmartin chuckled. "Consoli-
dation like that will undoubtedly
lead to greater flexibility and inno-
vation in the industry."”

Mr. Gilmartin and Kemper's Mr.
Brown are also worried that this
country does not have the under-
writing talent to support two ex-
changes to handle the foreign and
facultative reinsurance risks. Other

lllinois-based companies fear that

the bill creates too much tempta-
tion for the insurance department

to meddle in the insurance indus-

try.

Florida, on the other hand, is tak-
ing no chances. "An insurance ex-
changeinourstate'scoming-of-age
as the financial gateway to Latin
America,"”
commissioner Bill Gunter. "But

said Florida's insurance

it's important that we understand
all the implications of such an un-
dertaking before we commit ouref-
fort to establishing an exchange,”
he added.

Already the Chambers of Com-
merce of Miami and Tampa have
enthusiastically bid for the ex-
change to be in their cities, Mr.
Gunter boasted.

The Florida exchange, when it
gets off the ground, is expected to
deal primarily with large foreign
risks, parlaying Florida's cultural,
economic and geographic ties to
the Carribean and South Amer-

_ -——— ———am J—

N.Y. envies Lloyd's

Continued from page 1

exchange comes when property/
casualty markets are coming off
the end ofan upward underwriting
cycle and entering a downward
trend. Athough rates are now com-
petitive, exchange underwriters
say this softness allows the fledg-
ling market to develop slowly so its
facilities will not be swamped
when demand for its capacity in-
creases.

WWhile the New York Insurance
Exchange is free from regulation
for foreign risks and reinsurance, it
is "shackled when it comes to tak-
ing the risks ofthe American com-

mercial consumer,” complains
Robert Clements, executive vp of
Marsh & MelLennan Inc.

Because of compromises made
in developing the insurance ex-
change and Free Trade Zone, "the
commercial consumer has more ac-

$3 billion in commeral properly =
»jcoverage says Clhader can handle it.

No matter what your commercial property
insurance needs, you can count on Charter to give
you the plan most likely to reduce premiums and
administrative costs, and expand coverage.

The fact that we provide insurance on more than
three billion dollars in property worldwide tells
you we have the experience, the contacts with
carriers, the trained personnel and the competitive
pricing you want. And Charter is an industry
leader in designing innovative and efficient
approaches to coverage.

Present customers include property management
companies, financial institutions, property

owners, property partnerships, real estate trusts,
pension funds and both corporate and private

aircraft ouwners.

We'd like to show you the kind of service that's
made them Charter customers. So give us your
commercial property coverage problem. Over
$3 billion of experience says Charter can handle it.
Charter Insurance, Inc. is a member of the Charter

Insurance Group, which is a subsidiary
of The Charter Company.

INnsurance
Inc

The Charter Company ranks 178th on Fortunek list Ofthe top 500 American Co*orations.

Agents/Brokers - 220 N. Main Street - Jacksonville, Florida 32202 - 904/358-4325 TELEX 56-350

cess to Lloyd's and all other nor_-
admitted markets than to the New

York Insurance Exchange,” hE
said.

Of 300 risk managers recently
polled by M&M on their attitudes
toward regulation, 76% favored
permitting the New York Insur-
ance Exchange to compete freely
on direct business and reinsurance
of domestic accounts (Bl, June 251

Essential concession

To permit direct access to the
New York Insurance Exchange
would be contrary to legislative in-
tent, counters Albert B. Lewis
New York superintendent of insur-
ance. "What happens to the insur-
ance companies that pay premium
taxes and share in the cost of as-
signed risk pools and running the
insurance department?”

"The exchange never'would
have flown if we left direct busi-

ness in," recalled Hilliard Feldman,
president of Schiff Terhune Inter-
national Inc. "The insurance com-
panies wouldn't have permitted
non-regulated competition."”

It was not until after this and
other concessions limiting broker
control ofthe exchange underwrit-
ing syndicates that American Inter-
national Group president Maurice
Greenberg shifted from opposing
to strongly supporting the insur-
ance exchange. Other insurers fol-
lowed suit after the companies
gained a mgjority position on the
Committee of 13 that drafted the
exchange's constitution and by-
laws.

State insurance department reg-
ulations on how business can move
from the uninterested Free Trade
Zone companies to the insurance
exchange are still being drafted.

The New York Free Trade Zone
has been in business since Septem-
ber of last year, but its writings tc
date have been minimal. In the first
quarter of 1979, Free Trade Zone
companies wrote premiums of
$1,185,000 under the special law,
the insurance department said.

Of that amount, $864,000 was
written by seven companies of
American International Group, the
main supporter of the Free Trade
Zone concept. The balance was
written by Agway Insurance Co., a
subsidiary of the Syracuse-based
Farmers' Cooperative.

The 12-member board of gover-
nors of the New York Insurance
Exchange who will be elected July
9 can"makeorbreak” the fledgling
risk-taking organization, according
to New York superintendent of in-
surance Albert B. Lewis.

The board willconsistof two gov-
ernors chosen by the broker mem-
bers, six governors chosen by the
underwriting members and four
public

representatives jointly

elected by the brokers and under-
writers.

Interest in the positions is run-
ning high, with several brokers and
almost all syndicates reported to
have nominated candidates. Hil-
liard Feldman, president of Schiff
Terhune International, reported
being "plagued” with phone calls
from brokers seeking support for
their candidacies.

Broker candidates

Among those most often men-
tioned as candidates for broker
governors are: David H. Winton, se-
nior vp of Johnson & Higgins;
David Holbrook, executive vp of
Marsh & McLennan; Gerard Cur-
tis, senior vp of Alexander & Alex-
ander, and RobertL. Sanford, pres-
ident of Smyth, San ford & Gerard
and the Insurance Brokers Assn. of
the State o f New York.

Persons most mentioned as can-
d idates for underwriter governors
include: Maurice R. Greenberg,
president of American Interna-



tional Group; Richard Stewart, se-
nior vp ofChubb & Son; John Cox,
president oflInsurance Co. o fNorth
America and Donald L. Kramer,
president of KCC Syndicates Man-
Agers Inc. and the principal archi-
tect of the exchange.

Nominees for public governors
reportedly include: William J.
McGill, retiring president of Co-
lumbia University; Frank T. Carey,
chairman ofIBM; Frank E. Barnet,
retired chairman of Union Pacific
Corp.; C. Douglas Dillon, former
Secretary of the Treasury and
Jerome Kretchmer, attorney.

Dunne blocked

John Dunne, chairman of the
New York senate insurance com-
mittee, had been nominated as a
candidate for public governor by
two broker members of the ex-
change. However, superintendent
Mr. Lewis blocked Mr. Dunne’'s
nomination by issuing an emer-
gency regulation that prohibits
public members from being asso-
ciated with the insurance industry,
even in a government function.

Foreign and domestic facultative
business and catastrophe treaty
reinsurance are likely to be the
mainstay of the . insurance
exchange's activities in its forma-
tive years, said lan Heap, president
of Crum & Forster Managers Inc.
The firm manages its parent
company's syndicate.

Mr. Heap, whose firm also pro-
vides underwriting management
for captives, indicated captives
could participate in syndicates on
the insurance exchange, but he de-
clined to predict when.

Some critics of the exchange
have charged that starting it when
insurance markets are highly com-
petitive will prevent the exchange
from getting off the ground. But,
"what seems to be the worst time is
also the best time," said Mr. Heap.

The property/casualty industry is
shifting from a good underwriting
cycle to a poor one, but"people are
more enthusiastic coming off good
times,"” he explained. "People
won't join a capacity market in
times of trouble.”

Once the exchange opens, bro-
kers will almost certainly use it,
said David H. Winton, senior vp of
Johnson & Higgins Inc. "To ignore
a legitimate new market is to not do
your job as a broker.”

Because the market is soft, the
exchange may reject business to
remain profitable, he continued.
"When there is undercapacity, the
exchange will go like wild-fire," he
said.

Since the original syndicates are
capitalized almost entirely by ex-
isting insurance companies, the
syndicates won't underwrite to a
three-to-one premium to surplus
ratio just for the sake of volume,
Mr. Winton added.

Underwriting members ofthe in-
surance exchange and their parent
companies or managers are: AlIG
Multi-line Syndicate Inc., AlG; Al-
lianz Syndicate Inc., Allianz Insur-
ance Co.; Aneco Syndicate Ltd.,
Aneco Reinsurance Co. Ltd.;
Chubb Syndicate Inc., Chubb &
Son Inc.; Crum & Forster Syndi-
cate Inc., Crum & Forster Corp.;
The First New York , Syndicate
Corp., W.J. Burt Management Inc.;
Frank B. Hall (N.Y.l.E.) Inc., Frank
B. Hall & Co.; J&H WF Syndicate
A., Johnson & Higgins, Willis Fa-
ber (USA) Inc.; The Maiden Lane
Syndicate, Continental Corp.;
North Star Syndicate Inc., General
Reinsurance Corp.; Pan Atlantic &
Others, Pan Atlantic Group Inc.;
rhe Realex Group N.V., KCC Syn-
dicate Managers Inc., and the 1792
Co., INA Corp.

Broker members

Broker members ofthe exchange
are: AAMET Inc. (Alexander &
Alexander); Arthur J. Gallagher &
Co. ofNew York Inc.; Block, Earl &
Co. Inc.; Delaney Offices Inc.; E.W.

Blanch Co.; Eagle Brokerage Corp.
(SchiffTerhune International); F.J.
Wilkes& Co. Inc.; Frank B. Hall Co.
(Overseas); Fred S. James & Co. of
New York Inc.; Guy Carpenter &
Co. Inc.; Hamond & Regine Inc.;
Herbert L. Jamison & Co.; Hirsch
Wolf & Co. Inc.

Also, Hudig-Langeveldt North
AmMmerica B.V. Inc.; John C.
Weghorn Agency Inc.; John P.
Woods Co. Inc.; Johnson & Higgins
New York Inc.; Learoyd & Roe
Inc.; Marsh & MelLennan Inc.;
NBA Excess & Surplus Lines Inc.;
Parkington Associates Ltd.; PCM
Intermediaries Ltd.; RFC Interme-
diaries Inc.; Reed Shaw Stenhouse
of New York Inc.; Rhulen Agency
Inc.; Sargent, Wobber & Co. Inc.
(Smyth, Sanford & Gerard); Stew-
art Smith East Inc.; Swett & Craw-
ford; Tanenbaum-Harber Co. Inc.;
Thomas E. Leeds Co. Inc.; Towers,
Perrin, Forster & Crosby Inc.;
Weissman & Weissman Inc., and
Willcox, Baringer Intermediaries

I acc— _ -

business insurance, July 9, 1979 / 49

HOUSTON and MINNEAPOLIS

... have the Assurex combination. If you require professional insurance services in
these areas, or elsewhere, we are close at hand... and backed by an international
brokerage organization with 69 offices and 4,000 specialists worldwide.

PARTNERS IN ASSUREX INTERNATIONAL

JOHN L. WORTHAM & SON

2727 Allen Parkway
Houston, Texas 77019
713-526-3366

Call or VWrite:

& ROSENBLOOM, INC.
3601 Park Center Boulevard

Minneapolis, Minnesota 55416

612-929-5551

See our ad on page 6

Maybe you've never had an explosion.
And Ws gol you ¢l little nervous.

When you consider that it takes less
thanhalfan ounce of dust per cubic foot to
create a dangerously explosive situation.

And when you consider the incalculable dam-

age the smallest spark could do in such an
atmosphere, you're right to be worried.
But you're wrong to think there's no

way to protect your-
self against dust or
vapor explosions.

Fenwal has a

way. An explosion
suppression system
that actually snuffs out
an explosion after it
gets started. In the few milliseconds that
elapse between the first spark of ignilion and
the dangerous pressure build-up. Before
these pressures reach damaging levels.

In that split second, Fenwal's system
discharges an extinguishing agent that envel-
ops the flame ball and
stops the explosion.

Cold. Avoiding injuries
and equipment dam-
age. And with a

minimum of downtime.

On the average of once a week, a
Fenwal system suppresses an explosion. In
thousands of different installations. With all
kinds of explosion hazards.

In fact, properly installed and serviced
Fenwal systems can all but eliminate the dan-
ger of a dust explosion in your operation.

To prove this, we have a film, ThePause
That Suppresses, which shows our system
in action. Anyone with a potentially explosive
situation should be convinced by this film that
dust and vapor explosions can be suppressed.

To arrange a viewing, just call or write us.
Our world-wide 4O _ —

network of distribu-

torscan recommend
a Fenwal system .6/14/6,2/&41.7

that'11 make you a lot -
less nervous about the hazard of explosions.
For more information or to view our film,
call(617) 881-2000.
Or write Fenwal Inc.,

®
Ashland, MA 01721.
A Division of Walter

Kidde & Co., Inc.

Nobgdy in the world has more experience in fire and explosion protection systems.

BRANDOW HOWARD KOHLER
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Ellis is Associate Editor of Business Insurance.

His pad and pencil is a hot line to the New York Insurance Exchange, the
Free Trade Zone, reinsurance markets and many other areas of urgent concern to
Business Insurance readers.

He's right there on the cutting edge of this vital insurance market-place,
making sure that Business Insurance readers will get timely, accurate and
detailed information that will influence corporate risk management and
insurance decisions for years to come.

Yet Ellis, like all of our editors and reporters, does not specialize. His
stories cover a wide spectrum of insurance, risk management and employe
benefits. And his incisive, thorough reports have been the subject
of discussion, earnest analysis and actjon by influential
corporate and government officials.

It's this kind of in-depth reporting that makes
Business Insurance the most widely used and

quoted authority in its field.
And because Business Insurance does so

much for its readers, it also does more for its

F—— W ane B W g — — 3 ona mil - ——— S0 —— I ot —— S - - =
It's where the insurance marketplace takes

shape, week after week.”

Shouldnmt yyou be there™” _.

*Business /nsurance goes weekly in 1980.

. business
iNsurance /

A PUBLICATION OF CRAIN COMMUNICATIONS INC,

New York: 708 Third Ave., N.Y. 10017 (212) 986-5050 « Chicago: 740 Rush St., 111. 60611 (312; 649-5275 « Los Angeles: 6404 Wilshire Blvd., CA. 90048 (213) 651-3710



Long Island towns
ignore 2 pro posals
for pooling risks

By STUART EMMRICH

NEVW YORK-Towns in Long
Island's Suffolk County aren't in-
terested in pooling risks to save
money.

Towns and municipal districts
have nearly ignored the county's
two risk sharing proposals, baffling
county officials. This disinterest in
any risk sharing arrangement is
contrary to the trend around the
country for municipalities to team
up and share their risks to cut costs
(BIl, Jan. 8)

Pooling workers compensation
risks could have saved the munici-
palities an estimated $6 million on
the $20 million now spent.

The county first offered to set up
a pooling arrangement for in-
terested municipalities. When that
fell on deafears, the county offered
to allow the municipalities to join
Suffolk's self-insurance program.
But again the response was de-
cidedly underwhelming.

Informational meetings earlier
this year about the proposals had
been well attended, prompting the
county to send out 217 forms ask-
ing the
subdivisions-towns, fire districts,
school boards-to detail their ex-

various political

periences and exposures so the
groundwork could begin. Only

seven completed forms were ever
returned.

"We were shocked. We knew this
had worked well in other places
and we couldn't believe that no one
seemed to want to do it here, espe-
cially after we had those meetings,"
said Michael Natale, assistant in-

surance for Suffolk

manager
County.

Noneoftheresponsescamefrom
the towns or fire districts, just from
a few school districts and small vil-
lages. The invitation to join the
country's self-insurance program
only piqued the interest of a few
small townswith staffs ofonly 30 or
40 people.

"It just seems like there is no in-
terest in it, although we don't know
why. Frankly, we thought a lot of
people would want to do it,"” Mr.
Natale said.

"Apparently, some ofthem felt as
though they had filled out forms
before and nothing ever came of it.
And even though they hadn't done
this with us before, they just didn't
feel like going through the same
process again," he said he learned
by talking to several of the disinter-
ested districts.

When the pooling proposal died,
the county held another series of
meetings for local officials and sug-
gested they might be interested in
joining the Suffolk self-insurance
program. It has been several
months since that last proposal
went out and still no takers, how-
ever, Mr. Natale said.

"l have yet to see any response.
No one is pursuing it," he said. "It
might have something to do with
the idea of Big Brother. They look
at it as the county trying to usurp
their power,” because joining the
self-insurance program would also
mean combining otherfunctions.

The county self-insures the first
$250,000 of each workers compen-

Storm damage

Severe storms that hit portions- of
New Mexico and Texas May 26-27
and sections of Rhode Island May
30-31 caused an estimated $7 mil-

lion in insured losses, according to
the American Insurance Assn.

sation loss, up fromthe $150,000 re-
tention first set in 1975. The county
also carries $350,000 per occur-
renee deductibles on its auto and
general liability insurance for esti-
mated annual savings of between
$2 million and $3 million.

Mr. Natale said the offer for
municipalities to join the program
"is still open” but added he
doubted if anything would come of
it now. "I have to say that | am not
particularly optimistic at this
point. | am a bit disappointed be-
cause we put a lot oftime and effort

e > e = _

NEW ORLEANS and CHICAGO

... have the Assurex combination. If you require professional insurance services in
these areas, or elsewhere, we are close at hand... and backed by an international
brokerage organization with 69 offices and 4,000 specialists worldwide.

PARTNERS IN ASSUREX INTERNATIONAL
Call or VWrite:

GILLIS, ELLIS & BAKER. INC.
Suite 700

135 St. Charles Avenue

MACK AND PARKER. INC.
209 South LaSalle Street
Chicago. lllinois 60604
New Orleans, Louisiana 70130 312-346-1221
504-581-3334

See our ad on page 6

The Corroon Black
Business Insurance Checkup:

It

gives you a 20/20 view
ofyour risk coverage.

dil

OO

OO OO

When you're very close to the problems involved in risk manage-
ment, it's hard to see the entire picture clearly. And it can be even
harder to understand the fine print. That's where a Corroon &
Black checkup can help. We're one of the world's top ten insurance
brokers. And one of the fastest growing, too.

From customer order to consumer use, we'll diagnose all the

potential risks for your business. Measure the financial impact.of
each. Formulate a policy for controlling it. And prescribe a total
risk management program to match your company's needs exactly.
It's the approach Corroon & Black has used successfully for
seventy-five years, for companies of all sizes - all over the world.

See what the Corroon & Black team can do for you. Make

an appointment now. It will.open your eyes.

For a Complete Checkup,

call Richard M. Miller, President, toll-free at 800-221-7024

(In New York, call collect 212-363-4100)

CB Corroon& Black

Wall Street Plaza, New York, New York 10005
Offices Nationwide and Worldwide
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HELP WANTED

SALES MANAGER classified advertising s

pertence m management of high risk

INSURANCE PROFESSIONAL Soif insured and Workmen's Compensa

tion programs and other insurance areas

RATES AND CLOSINe TIME: $3 00 per line, mimmum charge $15.00. Cash Send resume to Joseph M Fletcher,

The largest national organization marketing extended service with order. Figure an cap hnet (maximum-two) 30 letters and spaces tion, R63R 1603, 140 wat Flagfer Street,
contracts through leading automobile dealer ships has several per Ime: upper & lower case 40 per kne. Add two lines for box number. Mlaml Florlda 33130 b);JuIy 15, 1979
ark emelope 1c on
outstanding opportunities as District Sales Managers available Rephes are forwarded daily Closing deadlme: Copy in wntten form in An Equ: opp’z,iun.ly Employer
Chzcago office not later than noon, Mondav, 7 davs preceding publica- RISK MANAGER

in the following cities-
tion date. Pubkshed every other Mondav. DZ.splav classifted takes Card Denver based administrative servu:e or—
ation to the $40 + billio

Atlanta Los Angeles New Orleans
Jackson. MS Louisville Philadelohi rate of $33.25 per column inch, and card djscounts on size and fre- System s seeklng an experlenced Fesults
i fadelphia quencyv. Mail ads to Business Insurance, classifted advertising dept., gf'rz;f:’erdlr:':':ar:;nsegre_rcf:f position Of
Knoxville i . . j i - u Vi
e Memphis Sacramento 740 N. Rush St., Chicago, lllinois 60611. Director will have full range of manage-
Lexington, KY Metro New York San Francisco ment responsibilit, for service a hich 111
R develop, implement, and administer a
Little Rock Newark Wichita variety of risk management programs for
the 1000 - corporations that comprise the
Our District Sales Managers are experienced insurance profes. Farm Credit System
. . . CAREERS Successful risk management background
sionals who have the ability to make presentations and conduct as well as administrative skills and per
sales meetings RISK & EMPLOYEE BROKERAGE Zcf,':)', ﬁ:ﬁ:g;egftffo?fff:iig ::th%?frse
. required (__‘,omrnunica_tion and interpersonal
Earnings of $50,000/80,0F)0 are based on a good start,I.wg BENEFITS SALES MANAGER (SE) $45K+ + Zw;.;;:2;?:3:::';\,;3»;;a:?;:;,;zt:tz:(
salary, and excellent overrides Interested candidates are in- RISK & TAX MGR TO $32.000 Southeastbroker seeks exp per Financial operating background ,111 be
vited to send a resume to Mr lvers or call toll free. son to head existing sales force ‘I’]f;’ou Mmoot the requirements for this
For the R/M executive seeking Must have proven commercial highly visible opportunity which offers
800-854-4351 the best In career sales record with at least some dynamic work environment and excellent
tty, check out this newly created salary and benefits, submit resume W ith
’ supervisory expr preferred Di complete salary hutory and reasons for
NORTH AMERICAN DEALER GROUP position The emphasis is on . . . interest to
R/M t ts & t rect writer background is defin Farmbank Sorvices
225 S. Civic Dr. INSU;?EEZEraC S ax itely considered Salary PLUS 12000 East 47th Avenue
bonus incentives Box 39088
. Denver, Colorado 80239
Palm Springs, CA 92262 MANAGER.... TO $30,000 MARKETING MANAGER OPEN T O o
This firms name ts synonymous Pacific NW brokerage seeks com- 524. 120 29,328 ANNUALLY
with quality They are expanding mercial technician to be respon A uni OUlstandrTg f,rtinb;re bgne_ﬁt_st "
overseas and need a well round- sible for total placement activity Mo ok T omont Dapartment of o
ed pro to manage the domestic Exp in a marketing capacity large sized school district in Los Angeles
. ounty
programs pref_erred but no_t requlre(_j Sup We need a proven manager, 5 bears rtsk
BUSINESS CLAIMS MANAGER .TO $30,000 ervisory exp. highly desirable management expertenk and postgraduate
. . work is desirable For information bro-
This ts one of the most progres- Extremely negot,able starting ehure and application, contact
DEVELOPMENT 85021L sive R/M shops m the country package Dr A Smidt
Ingl d Unified School Distri
New post requires file manage TEXAS PRODUCER . $30/$40K P e o) District
ment, litigation and heavy self- Several openings within Texas, Inglewood. Calif 90301
lnSured expr Telephone (213) 673 3110
MANAGER in large metro locations Application Deadline Jul> 16,1979
BENEFITS SPECIALIST TO $30, OOO PLUS small Texas cities of less Eaqual Opportuliit= employer
This client has created a new than 250,000 population Will re Affirmative action empto=er
FOR BRAZIL industry and is growing rapidly quire commercial sales expert POSITIONS WANTED
You will enter as E/8 specialist ence with emphasis on commer )
. . - . . RISK MGR EXECUTIVE aailable MBA
The Chubb Group of Insurance Companies is and grow into Manager cial casualty lines experienced private industr> public ser
seeking a polished dynamic sales oriented CONTACT: DONALD DELANEY CONTACT: JIM GILBERT vicekincluding, SMhP, IIDhanc(’j C, fllebet aufto, *
. s . N th, t. » it
individual who will welcome the challenges ALL FEES EMPLOYER PAID PARTIAL NATIONAL LISTINGS N e e i o T
and opportunities this opening offers The Apply by resume or call relocate. reply
osition requires dealing with Brazilian and Box 259, BUSINESS INSURANGCE
N o b INSURANCE RECRUITERS, INC. 740 Rush St Chicago. I 60611

Multi-National Brokers and their clients at all
3707 Rawlins, Suite 416, Dallas, Texas 75219 BUSINESS OPPORTUNITIES

management levels.
214-528-0090

FOR SALE

At least 3-5 years of relevant insurance experience is neces- EXCESS & SURPLUS LINES AGENCY
sary Candidates must demonstrate ability to master fo e gn Centrall> located m laige Mid netern
| Kills Ulti tel fici | Port | ded city Excellent domestic and foteign con
anguage skills imately proficiency In Portuguese Is neede tracts Aggressive manager Gro ing pro-

ducer list

The position, which reports to the Director of Market ng leads

| ]
to a key position in senior management. Compensat on w Il be n n B7C:>c<) 2R60;188lfsl;_Ess lNﬁljZ/;;?E
commensurate with experience. Appropriate overseas allow- us| . icago,

ance and a comprehensive benefits package a e ncluded

For prompt consideration, please forward your comp ehens ve r Professional Risk Management Tools 7
d I hist to.
resume and salary history to 1 Automated information systems for controlling
Mr. Joseph W. Jenkins N S l ' RAN C E C LAI M S and administering cost of risk
Employment Manager Bl - t -
cormnorate

51 JFK Parkway, Short Hills, NJ 07078 PROFESSIONAL

Chubb Group of Insurance Companies

systems

cHuUuBSEB An Equal Opportunity Employer M/F Republic Steel Corporation has an immediate Box /31 AMARILLO TE//679120 800058/351
opening in its Risk Management Department
for a SUPERVISOR OF INSURANCE CLAIMS RISK MANAGEMENT POSITIONS

Risk Mgrs Fire Cas + benefits
Upstate NY 35M

COMMONWEALTH OF VIRGINA ment and administration of property and onio som

The position involves theinvestigation,adjust-

casualty losses including products liability Fla 31m
DEPARTMENT OF GENERAL SERVICES . . . . Pa 3om
L. Here isa unique opportunity fora professional Long Island 4om
Division of Insurance L. . Houston 3sMm
administrator to develop a corporate insurance Ass't R M's Ohio NY WEST Corn NJ
. . e egs Michigan 2338M
DIRECTOR claims program, to monitor the activities of Benefits-Asst Mgr Upstate NY 24M
I . outside adjusters, and negotiate settlements Benefits-Mgr G roup Hvy
RESPONSIBILITIES: The position incumbent will report to the S ) . 9 . L;;Z“S‘ng Enar Mar Fire r Saf;""
Director of General Services and ts responsible for developing with insurance carriers-a person having at S mit-Side LN it
a risk management and a property and casualty insurance pro least 5 years of administrative expertise with Risk Mgr 150MM Co , Buffalo 35M
i ini i . Bkge A.E Set up + admin capti je
grams f(_)r.the CFommonweaIth (_)f Virginia anc_i be rgsponsmle for an insurance company, abroker, oracorpora- e s for malt ot firme 10 Som
the administration of the statewide programs including the mana- . ) ) JOHN HUTTNER (212) 732 3110
gement of the operations of the Division of Insurance. tion will be ideally prepared to take charge david E hollinger associates
QUALIFICATIONS: Demonstrated administrative and management of this activity 150 Broadway, New York NY 10038
capabilities, and a wellrounded knowledge of property and ca-
sualty insurance, 1.e., rules, rates, policy coverage and statutory A college degree, preferably in Business Ad-
e sl on o erlal et e slatutony e ministration, Insurance or Risk Management,
surance -agent or with an insurance company in the property is reqUired The successful candidate will be CORPORATE RISK
and casualty insurance agent or with an insurance company in a resourceful, p|easant|y assertive individual, MANAGEMENT EXECUTIVES
the property and casualty section as a marketing representative, . . .
capable of communicating with all levels of .
Insurance/ Risk Analysts

underwriters or claims representative A designation of chartered

Property and Casualty Underwriter (CPN) or completion of studies management Safety-Property
toward this designation ts desirable Must have the ability to R bli f I t I d Conservation Managers
analyze and express, both orally and in writing requirements for epublic ofters an excellent salary an ex- Loss & Claims
external and Internal Instruction and guidance A graduate of an Ceptlonal benefits Please send your creden- Control Managers
accredited college or university with maJor studies In Insurance, tials in confidence c/o Manager of Profes- Group Benefits &
Economics, Business Administration or related fields Additional R . . Pension Managers
insurance experience may be substituted for the required educa- sional Stafflng’ RepUb“C Steel Corpora— Health Care Directors
tion on an equal time basis tion, R O. Box 6778,406-R, Cleveland, & Assistants
SALARY RANGE $28,000 - 33,400 Ohio 44101. Discreet use of our NATIONAL regis
ters of skilled applicants and corpora-
Interested candidates should submit their resumes postmarked tions are available for further person-
no later than August 6, 1979 to: al advancement and professional -I’ISK
" . " management departmental Staffing
. . an equal opportunlty emploYer Call Edward Hoffman/Martin Hodes,
Nestor A. Milan, Administrator COLLECT, at
5 Ifureatu :)f(BPersor;nSel . (212) 267-2600
epartment o eneral Services
209 Ninth Street Office Building WALLPERSONNEL
ASSOCIATES, INC.

Richmond, Virginia 23219

AN EQUAL OPPORTUNITY EMPLOYER M/F mni: 170 Broadway
I a S ee New York, N.Y. 10038



Health planners plot
'holistic’ benefit study

SAN FRANCISCO-A . holistic
approach to employe benefits is
the long range goal of a survey by
William E. Hembree, director of
Health Research Institute (HRI)
here.

Extensive questionnaires being
sent to the Fortune 1,000 corpora-
tions, government entities and
other companies by HRI ask what
benefits the companies provide,
what they're doing to control costs
and who they think should be re-
sponsible for health care costs.

When survey results are tabula-
ted -sometime this fall, Mr. Hem-
bree hopes some different, non-
traditional. approaches to health
care will be proven to be costeffec-
tive..

The HRI survey asks a lot of
questions that haven't been asked
before, the director said. For exam-
ple, does the company provide any
;'wellness” incentives, such as stop
:moking programs? Does it give
credit, or time off or cash for sick
:ime not taken? Bonuses for less

chan expected medical costs?

Among the 23 alternative care
treatments survey participants are
being asked if they provide or re-
imburse for are: EST, hypnosis,
yoga, rolfing, massage therapy,
biofeedback training and psycho-
synthesis.

The survey also asks for the
respondent's attitude toward na-
tional health insurance. "We're
asking for serious consideration of
the question, 'Who is responsible
for the health of employes?' " Mr.
Hembree said. "We're trying to
shift this responsibility for health
care from the medical profession
to the shoulders of employes and
employers."

Once the survey data is com-
piled, HRI can function as a clear-
inghouse for innovation in the em-
ploye benefits and health care
fields, according to Mr. Hembree.

classified

advertising

"O'Keefe International

Adjustntexmimt Inc.,

Phoenix, AZ, 85011,
area code 602-264-3439,
cable address "LOUDCO"

"We Will Handle Your Claim
1 Anyplace In the Free World"

Account Executives
Commercial Underwriters
Producers

We specialize in Agency & Brokerage

personnel recruitment and placement

nationwide. Numerous openings exist.

Please write or call us for further -
information about opportunities. Your .
name would not be released to clients

without your approval. All our fees

are paid by client companies.

CONTACT

BOB KRECHTING
#NSURANCE PERSONNEL RESOURCES

7470 5ag¢Niee Red. NI . Su,te 622
Acint<, Ciecwg,a 30305 - ¢4(* 262:2972

REINSURANCE

UNDERVWWRITERS
Casualty/Property

acknowledged
leader in the reinsurance field, seeks
marketing oriented individuals with
at least one year of experience in
casualty and/or property underwrit-
ing to join its nationwide organize-
tion. The successful candidates will
have proven track records as under-
writers. excellent conceptual. analy-.
tical and interpersonal skills and the
desire -and ability to assume res-
ponsibilities rapidly.

Repllox 248, BUSINESS INSURANCE

740 Rush St. Chicago, Ill. 60611

Oour  company. an

HRI, a non-profit group. includ-
ing the former consultant of He-'
witt Associates and two of his asso-
ciates, is also studying the benefit
programs of 50 mglor companies.
that use non-conventional cost
containment practices. In addi-
tion, Mr. Hembree plans to inter-
view the 26 largest group health in-
surance companies to determine
what they're doing to help policy-
holders reduce costs of employe
benefit plans.

"When the survey is completed,
the information will be available to
all the participants and anyone
who's interested,” he said. "This
isn't competitive information . ...
we want to provide a data base for

alternative methods of health
- w
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National Conference
on Risk & Insurance

Management

Presentations: Monday/Sep-

tember 10

= The Market Outlook for the
19805-How to Cope with Ris-
ing Premium- Costs in an Era of
Inflation

- The Free Trade Zone-Where
Does it Stand Today?

*The New York Insurance
Exchange- Is it the Market of
the Future?

- Workers' Compensation-Fed-
eral Proposals and Restoring the
Systems Balance

Afternoon Workshops:

- How to Get Maximum Cost
Benefits Through Loss Control
and Prevention

» Applying Practical Risk Manage-
ment Techniques to Your Insur-
ance Program

- How to Shop for Outside Self-
Insurance Administrative Serv-
ices...and Deciding Whether to
Use In-House or Outside
Service

*Workers' Compensation-
Problem-Solving Workshop

« Risk Financing Alternatives to
"Captives."

- Insurance Exchange and Free
Trade Zone Panel

- How to Audit and Check Insur-
ance Policy Costs and
Coverages

« AMA Insurance Council's "Risk
Management' Problem-Solving
Clinic

Presentations: Tuesday/Sep-

tember 11

- The Report of President Carter's
Antitrust Commission-What
Does it Say?

*« What Are the Short and Long-
Term Implications of the McCar-
ran-Ferguson Act Granting
Immunity to the Insurance
Industry?

+ An Analysis and Discussion of
the Proposed. Product Liability

- Risk Retention Act of 1979

(Tuesday Afternoon Workshops

are the same as those on Mon-

day Afternoon.)

Presentations: September 12

- An Analysis and Update of
Recent Internal Revenue Rulings
Including the Carnation Com-
pany Decision and the Long-
Range Effect Upon Formation of
Offshore Captives

Risk Financing and Cost Con-
tainment Alternatives to the For-

mation of Captive Subsidiaries
Panel Discussion: How Will A
Prolonged Oil and Energy Crisis
Impact Upon the Insurance
Industry?
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NEW YORK and SAN FRANCISCO

... have the Assurex combination. If you require professional insurance services in
these areas, or elsewhere,.we are close at hand... and backed by an international
brokerage organization with 69 offices and 4,000 spedalists worldwide.

PARTNERS IN ASSUREX INTERNATIONAL

Call or Write:

JOHN F. CURRY AGENCY, INC.

111 John Street

New York, New York 10038

212-374-1500

American Management Association's

CUFTON & COMPANY

Three Embarcadero Center
Suite 1700

San Francisco. California 94111
415-434-1500

See our ad on page 6

National Conferences on:

Risk & Insurance Management

Employee Benefits Management

National Conference

on Employee Benefits
Management

Theme: Cost Containment and

Government Regulation

September 10-12/Innisbrook, Tarpon Springs, Fla. . Presentations: September 10

Get the facts behind today’'s headlines: -
- Top iNndustry authorities will speak

« All important issues will be discussed

« Afternoon workshop sessions

- Plenty of chances to ask questions

- Exchange ideas with fellow registrants

- Attend sessions at both conferences

USE THE COUPON NOW TO RESERVE YOUR PLACE
. For further information call immediately, (212) 586-8100.

On the Risk and Insurance Management Conference, ask
for Sal Nicosia. On the Employee Benefits Management

Conference, ask for John Gregory.

American Management Associations, 135 W. 50th St.,N.Y.,N.Y. 10020

Cost Containment from AT&T's
Perspective
Impact of the Wage/Price Guide-
lines Upon Benefits Plans
- The EEOC and ADEA
Enforcement
~ Cost-Effective Financing of
Health Coverages
Afternoon Workshops: Sep-
tember 10
» Coping with the Cafeteria
Concept
- Company Responses to Mater-
nity Benefits Legislation
» Designing Your Post-Retirement
Benefits Program
ERISA Five Years Later-an
Update
« Communicating Your Employee
Benefits Package
» Updating Your Dental Plan
- Creative Executive Perks
» Pension vs. Profit Sharing Plans
Presentations. September 11
+ Pension Costs and Unfunded Lia-.
bilities: A Qualitative Profile
«, Approaches to Making -Pensions
Inflation-Proof
Afternoon Workshops: Sep-
tember 11
(Tuesday Afternoon Workshops
are the same as those on Monday
Afternoon.)
September 12
Theme: Benefits and the Future

Presentations:

* The Lou Harris Survey on Amen-

REGIS TRATION CARD _ Future Implications
American Management Associations, 135 West 50th Street, New York. N.Y. 10020

YES, | want to hear 64 top authorities on the news behind the head-

 InescFipaRprenIses e RE g el OnReR 0 e

MENT Meeting No. 3401 J94-36

D NATIQNAL CONFERENCE QN EMPLOYEE BENEFITS MANAGE-

Pbst Conference Courses:
C] Self-Funding Your Employee Benefits
Meeting No. 3206J94-10
El Management Strategy for Senior Captives
Meeting No. 3537J94-02

Name

Company

- E—— 1 =3l g —— i &= ™

City

Title

(Please print)

(Please use full name)

State =i
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Please list names and positions of team registrants on an additional

sheetFre-ilfee:is payabierin-advancer| Check enclogegh comeany

This space for office use only

3-7932

* Legislated Benefit Update: Social
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Conn. utility boosts Maddox to risk exec

Ernest J. Maddox has been ap-
pointed risk manager ofthe Stam-
ford, Conn.-based Citizens Utility
Co. Mr. Maddox was promoted to
the newly created position after.a
year as risk management specialist
for the utilities company and its
subsidiaries. Mr. Maddox, 40, has
been with Citizens Utility for a year
and reports to Budd Schwartz,
treasurer. His responsibilities in-
clude risk identification and analy-
sis, insurance program develop-
ment, claims supervision and coor-
dination of the company's safety
progranns.

W. Michael Houston has been

hired as assistant risk manager by
Dallas-based Texas Instruments
Inc. He replaces Spencer Brewer,
who resigned to go to Dresser In-
dustries as reported. Mr. Houston,
29, was an insurance analyst for the
Phillips Petroleum Co. in Bartles-
ville, Okla., for the past 3K years.
At Texas Instruments, he will re-
port to Hugo Hines, corporate risk
manager. Mr. Houston has a BBA
in finance from the University of

Texas and a JD.

John W. Roberts has been ap-
pointed to the newly created posi-

tion ofassistant claims manager for
the University of California's nine-

Letters column...

Continued from page 12

lation. Among our clients-
predominantly large employers-
there is a clear understanding that
employe benefit matters can have
substantial impact on the entire or-
ganization. For this reason, deci-
sion making on employe benefits is
frequently a team effort. In my ex-
perience, the benefit manager is
usually a strong member of the
team, working with top manage-
ment to ensure that benefit deci-
sions support organizational goals
and objectives.

In no way do | consider the man-
agement of employe benefits a
purely "technical function.”

Claude Kordus

Partner, Manager, western region,

Hewitt Associates, Lincolnshire,
.

Flawed opinions

To the editor: The article by
Steven N. Schrenzel, CLU, on
". . . new estate planning options"
(Bl, May 28) under the'78 Revenue
Act is flawed in my opinion by the
following:

< Neither prior to nor since the
'76 Tax Reform Act has there been
any possible exclusion from estate
tax of proceeds attributable to the
participant's
". . .receivable by or for the benefit
of..." the decedent's estate. The

contributions, or

IVANHOE INTERNATIONAL LIMITED

Kenneth D. Biersack

Edward J. Mankowski

The appointment of Mr. Kenneth D. Biersack as Presi-
dent and C.E.O. of Ivanhoe International Limited of

Bermuda, is announced by the Board of Directors, Mr.
Biersack has had over twenty-five years' experience in
the major account casualty insurance field in New York.
He joins Edward Mankowski, Vice-President Underwrit-
ing, who before joining lvanhoe last year, spent more
than thirty years in casualty underwriting with major in-
surance companies in New York. Ivanhoe International
serves as the management company for Northumber-
land General Insurance Company's non-Canadian busi-
ness and for Southampton Insurance Company Limited.
Northumberland is now approved in 37 U.S. jurisdic-
tions as an excess and surplus lines carrier. Both com-
panies are members of Rolfe Reeve Group Limited, a
Canadian insurance group specializing in major pro-
grams. The Group had assets of $100,000,000. as at

December 31, 1978.

campus system. His duties will in-
clude overseeing the handling of
workers compensation claims as
well as being responsible for the
university's self-insured property
programs. Mr. Roberts, who wiill
report to Robert Dressler, sys-
temwide claims manager, spentthe
last few years working for such
companies as Aetna Casualty &
Surety Co., Fred S. James & Co.

and the Industrial Indemnity In-
surance Co.

Donald R. McCarter has joined
Gulf States Ultilities Co. in Beau-
mont, Texas as coordinator of loss
prevention. Mr. McCarter, 47, was

author fails to make this clear,
which may be a snare for the un-
wary reader.

* There is no provision for frag-
menting a lump sum distribution,
so as to enable a distributee of a
portion of such payment to elect
estate tax exclusion ofhis/her share
irrespective of any election by the
other distributee(s).

-The gift tax exemption of
amounts attributable to employer
contributions existed in prior law
and is not a new development.

- The reference to "sampleestate
tax calculations. . ." without refer-
encetotheminimum"unadjusted”
marital deduction of $250,000 is
over-simplified, notwithstanding
the accuracy ofChart Il. This is not
mere cavil, since consideration of
the marital deduction together
with the estate exemption equiva-
lents (i.e., where the payee is the
surviving spou#e) reveals that the
comparison of/estate and income
tax consequences often is a mere
exercise in futility.

= No mention is made o f the new
Code Sec. 402(a)(7), which enables
the participant's surviving spouse,
on receiving a lump-sum distribu-
tion from a qualified plan, to roll
over all or part thereof to an IRA.
This omission, in my opinion, is
critical because it ignores "the
third alternative"” in any lump-sum
distribution paid to the surviving
spouse on account oftheemploye's
death.

Instead ofthe "either/or" alterna-
tive posited by the author, by com-
bining the new estate tax exclusion
provision of Sec. 2039(f) with the
above IRA rollover provision, it is
evident that a surviving spouse
may enjoy the best of both
worlds-achieving the following:

< Exclusion ofthe proceeds from
the participant's estate.

- Avoidance of current income
tax on so much of the proceeds as
are rolled over.

+ Sheltering o fearnings on rolled
over amounts from current income
tax.

- Ultimate taxation o f benefits at
lower brackets, owing to the
spreading of income (e.g., over life-
time) once IRA distribution com-
mences.

In effect, if circumstances war-
rant such election, the tandem
use of Sees. 402(a)(7) and 2039(f)
amountsto an interest-free loan by
the government in the amount of
the taxes which are deferred-to as
late as the surviving spouse's age
7O.

Finally, it might be noted that,
under Sec. 2039(e), any amounts
payable on the death ofthe surviv-
ing spouse may possibly be ex-
cluded from the latter' s estate for
tax purposes, if such distribution
was in the form of an "annuity”
(i.e., payable over at least 36
months). Thus, a surviving spouse
may enjoy the best of all worlds!

George C. White, C.L.U.

. Massapequa Park, N.Y.

for the past nine years engineering
supervisor in the High Point, N.C.
and Houston offices of Industrial
Risk Insurers. In the newly created
position, Mr. McCarter will be re-
sponsible for reviewing and plan-
ning fire protection systems in the
company's nuclear and other
power plants. He will report to
Olice Steward, manager of risk
management services.

The city of Aurora, Colo., has
hired John McHugh, 33, as its new
risk manager. He replaces Judy
Adams, who resigned totake asim-
ilar position for Alameda County
in California, as reported. Mr.
McHugh was most recently prop-
erty insurance manager for the city
o f Allentown, Pa. In his new posi-
tion, which will include coordinat-
ing the city's safety and risk man-
agement program, Mr. McHugh
will report to Gail C. Johnston, city
clerk. Mr. McHugh is a graduate of
Lehigh Univ.

Michael Krikorian has left his

position as corporate safety man-

for the Chicago-based

ager
Brunswick Corp. to form a new
business as a management consul-
tant for safety, occupational health
and hygiene, security; executive
protection and product safety. The
new firm will be located in Or-
lando, Fla., and will also offer re-
cruiting services for health and
safety professionals. Brunswick
has not yet filled the vacancy left by
Mr. Krikorian's resignation. He or-
ganized Brunswick's safety and oc-
cupational health departments af-
ter joining the firm in 1963.

/TAXI

Curtis "Kitt" Logan has joined
All Risk Corp. ofWinter Park, Fla..
as manager o fthe employe benefitE
department, reporting to company
president Robert Atkins. Mr. Lo-
gan, 43, comes to the newly created
position after 20 years with Th€
Travelers Insurance Co., the lasf
eight as manager of the group de
partment. In his new position, Mr
Logan's duties will include the de
sign, implementation and servic
ing of insured and self-insured
group health, life, salary continua
tion, profit sharing and pensior
plans for All Risk Corp. employes
and clients. He has a BS degrec
from Auburn University.

We'd like to report on staf.
changes in your risk managemen
or emplove benefits department
Just drop a note to Stuart Emmrich
Businesslnsurance, 708 Third Ave.
N.Y.,N.Y.,10017 or call 212-986
5000. We'd also like to receive pic
tures of those involved.

CLAIM MANAGEMENT

SERVICES
RISK MANAGERS/CAPTIVES/REINSURORS
casualty reserves *« major case *
audit/review « program analysis
- contract adjusting analysis «
- self-insured - aggregate cov-
ers * experienced in Fortune 500
claim programs
John J. O'Connor
B.A., L.L.B., 1.1.A.
Consultant
11 Patrick Lane
Wilton, Connecticut 06897
Phone: (203) 762-9564
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One call gets results.

When you need excess and surplus coverages fast, contact the "can do"
{)eople at DVUA. One call covers more than 60 markets. You're guaranteed
he coverage you're looking for... without delay or red tape. Competitive

prices, too.

Philadelphia (215) 572.3800
Pittsburgh (412) 281-3920

e're as close as your telephone.

N.J./N.Y. (201) 731-3033
Ohio (216) 449-0351

Commercial Automobiles: Primary, local, intermediate and long haul trucking;
oublic auto, excess liability, physical damage, cargo and other related coverages.

Liability: Primary, excess, first layer umbrellas and multi-layered risks, nursing
homes, municipalities, police professional, excess self-insured workers' compen-
sation, compensation, products, aviation, utilities, contractors and demolition,

and many, many more.

Property: Primary and excess, fire, DIC time element and capacity problems,

inland and wet marine.

Errors and Omissions: Accountants, architects and engineers, insurance agents
and brokers, lawyers, real estate agents, public officials liability, school board
liability, fiduciary liability, 0&0 for commercial corporations and non-profit

organizations and others.

When others can 't, D FU.4 "eun dc,. '

Delaware Valley
Underwriting Agency, Inc.

PHILA.(Wyncom) WESTERN PA:

ili"/FEN

/310

NEW JERSEY OHIO.

Corporate Headquarters
125 Greenwood Avenue
W ncote, Penna. 19095
(215) 572-3800

Centre City Tower
650 Sm,thfield Street
Pittsburgh. Pa. 15222
(412) 281-3920

200 Executive O,ve 6161 Wilson Mills Road

West Orange, N.J. 07052 Hightand Hts. Ohio 44143
(201} 731 3033 (216) 449-0351



VWhen summer comes,
where do all the smart

agents and brokers go?

When summer comes, where do all
the smart agents and brokers go?

On Monday, August 6,1979 you can 1
make the rounds of this country's

leading commercial insurance agents

and brokers . . in Business Insurance's
8th Annual Agent/ Broker Profiles
issue.

The most important audience in the
insurance marketplace will be reading
this issue from cover to cover...
51,000* corporate insurance buyers in
more than 17,000 leading U. S. corp-
orations, plus nearly 32,000* agents and ,
brokers, plus thousands of insurance
industry executives.

Our editors have goneall outto make
this issue a valuable, easy-to-use source
of agent/broker information - size,
scopeof operation, numberof employes,
income, premium volume and special
services.

It's an exclusive opportunity to tell

your story to this influential business
insurance audience.

It's a summer event well worth
catching.

Ad reservations close July 24.

Call Don Walsh, Advertising Sales
Director, at (212) 986-5050 or contact
a sales representative at one of the

offices listed.

*Includes pass-along readers, details upon request.
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A PUBLICATION OF CRAIN COMMUNICATIONS. INC.
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New York:
708 Third Ave., N.Y. 10017. (212) 986-5050
Chicago:
740 Rush St., IL 60611.(312) 649-5275
Los Angeles:
6404 Wilshire Blvd., CA 90048. (213) 651-3710



ThewaysomeWorkers'Comp

policyholders are regarded
IS uNn=American.

Do you ever feel you're being treated like one of the herd? It won't
happen with American Mutual.

We serve the needs of people -that's. the American way, the
American Mutual way.

AMmMerican

AAutual

INSURANCE COMPANIES, WAKEFIELD, MASS. 01880

We want to keep you safe, and sound.



