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Survey details salaries,
traits of risk managers
The Logic Associates 1984 Risk Management Compensation

Survey, an annual study by the New York professional recruiting
firm, shows that most risk managers made more in salary and
bonuses in 1984 than they had in 1983.

But, the huge increases in compensation that showed up in last
year's survey were absent this year, and compensation reported

by risk managers

. 4.·d panies actually de-
1. lilli ..1 ....

a *b clined.
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ness Insurance ex-

' $80,000 amines what the
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looks at the profile
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the survey offers of
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ment professional,
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Source: Logic Associates * - tion and gender. Fi-

nally, four corpo-

rate benefits offered to risk managers are examined. This week's
report begins on page 3.

Next week, Business /nsurance's report on the Logic Associ-
ates survey concludes with a look at the risk management depart-
ments at companies of various sizes, including the departments'
duties, staff size, involvement with captives and risk management
information systems.

update

Jury verifies existence
of 'lost' Manville policies
SAN FRANCISCO-Manville

Corp. says it's pleased with a state Su-
perior Court jury ruling that verified
the existence of several so-called

"lost" liability policies, though insur-
ers point out that Manville will not
get all the coverage it wanted.

In the first phase of the massive
coverage litigation between Manville
and liability insurers that addresses
the existence and terms of the "lost"

Continued on next page

Transit Casualty sues
MGAs and reinsurers

By DOUGLAS McLEOD

Transit's suit alleges
that Miro failed to

report $68 million in
premium that should
have been collected.

DALLAS-Transit Casualty Co.-which has tempo-
rarily stopped writing all new and renewal business-is
suing two of its former managing general agents and
three offshore reinsurers to recover millions of dollars

of losses on business written by the two MGAs.
The lawsuit, which was amended last week in U.S.

District Court in Dallas, now names Donald F. Mul-
doon & Co. Inc. of New York and Mro & Associates

Risk Management Inc., a Dallas-
based MGA to which Muldoon gave
binding authority for Transit.

Also named are three reinsurers of

business produced by Miro: La-fayette Reinsurance Co. Ltd. of Grand Cayman; a successor com-
pany, Lafayette Reinsurance Co.
Ltd. of Douglas, Isle of Man; and
Southern Oil Insurance Ltd., an-
other Cayman reinsurer.

Carlos Miro, chairman of Miro &
Associates and a named defendant in the suit, was a

director of Lafayette-Isle of Man. Mr. Miro also had an
interest in Southern Oil Insurance Ltd. (SOIL), accord-
ing to the lawsuit.

Transit's complaint, charging several breaches of the
MGA agreements, claims that Miro & Associates failed
to report $68 million in premium that should have been
collected on policies it had written.

Nearly half this amount-$32.2 million-represents
premium that should have been collected on workers
compensation and general liability policies issued to
Wal-Mart Stores Inc. of Bentonville, Ark., the com-
plaint alleges.

Transit also accuses Miro and Muldoon of failing to
maintain adequate reinsurance for Transit on risks

States can mandate benefits

offered by health insurers
By JERRY GEISEL

WASHINGTON-A Supreme Court ruling that
allows states to require group health insurance policies
to offer certain benefits could raise employers' health
insurance costs and cause them to reduce other benefits

if states mandate more benefits.

The ruling may also give employers another incen-
tive to self-fund their health benefits, since the court
noted that states cannot require self-insured health
plans to provide certain benefits.

And, insurers predict that states will mandate more
benefit provisions.

The high court issued the ruling last week on a peti-
tion by two insurers to overturn a 1976 Massachusetts
law requiring all group health insurance policies to
offer minimum mental health benefits (BI, March 4).

The insurers argued a "pre-emption" provision in the
Employee Retirement Income Security Act of 1974 bars
states from regulating benefit plans covered by ERISA.
But in an 8-0 decision, the court said the scope of the pre-

New York to take action
on CGL forms within weeks

Page 2

emption provision was explicitly limited by another provi-
sion in ERISA known as the "savings clause," which pre-
serves any state law regulating insurance.

The Massachusetts law dictates the terms of certain

insurance contracts and "seems to be saved from pre-
emption by the savings clause as a law 'which regulates
insurance,"' says the opinion.

"The plain language of the savings clause, its rela-
tionship to the other ERISA pre-emption provisions
and the traditional understanding of insurance regula-
tion all lead us to the conclusion that mandated-benefit

laws. . .are saved from pre-emption by the operation of
the savings clause," Justice Harry Blackmun wrote.

The court also ruled that federal labor laws do not

pre-empt the Massachusetts law and that the state law
does not interfere with collective bargaining processes.

The decision is a blow to group health insurers and
their policyholders, who had hoped to escape the now
costly administrative burden of tailoring policies to
meet the varying requirements of different states.

Continued on page 4
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More price hikes coming,

executives tell NAIB meeting
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written by Miro, and accuses SOIL and the Lafayette
companies of breaching contractual duties to maintain
adequate excess-of-loss and aggregate stop-loss reinsur-
ance.

SOIL and the Lafayette companies haven't paid
Transit claims on Miro-related business, the complaint
charges. Transit says that as of May 7, it had paid claims
that exceeded by $18.1 million the amounts recovered
from letters of credit posted by the reinsurers.

SOIL is currently running off its business, while La-
fayette-Cayman is not listed in the
island's register of companies, ac-
cording to a Cayman official. La-
fayette-Isle of Man has stopped writ-
ing new business (BI, April 15.)

Transit, Which announced in Jan-
uary that it would no longer accept
new business from MGAs, temporar-
ily suspended all new and renewal
underwriting on April 19, according

- to Glenn Jourdon, chief examiner
for the Missouri Division of Insur-

ance. Transit is domiciled in Missouri.

In January, Transit announced it would quit writing
excess and umbrella liability coverage and captive in-
surance and reinsurance programs that had been pro-
duced by its MGAs, which left it writing only public
transportation risks. (BI, Jan. 29; Nov. 26, 1984).

All underwriting was suspended in April while
Transit awaits the results of a Touche Ross & Co. audit

of the captive insurance company fronting programs
written by Muldoon, Mr. Jourdon said.

"They've done that as a remedial action until they
find out where their liabilities are," Mr. Jourdon ex-

plained. "They hope it's temporary."
A triennial exam of Transit recently completed by

Continued on page 43

Work comp can weather
job-related illness: Panel

By CAROL CAIN
KANSAS CITY, Mo.-State workers compensation programs

should continue to be the principal vehicle for compensating work-
ers with occupational diseases, rather than a federal program or the
courts, according to a special report released Sunday.

However, improvement of some workers compensation laws and
changes in administrative procedures-as well as a constant vigil by
legislators and regulators to assess new developments-will be nec-
essary to assure continued financial integrity of the state workers
compensation system, the report's authors note.

"Neither the tort system nor a specially devised federal compensa-
tion program is likely to be fairer or less costly for all parties in-
volved than the state workers compensation system," according to
the report, which is the culmination of almost two years of study by
an advisory committee to the Workers Compensation Task Force of
the National Assn. of Insurance Commissioners.

This final report on compensating occupational disease also con-
cludes that the pricing and reserving practices of workers compen-
sation insurance are adequate at the present time but warns changes

Continued on page 44

1 Are guaranty funds equipped
3 to deal with current problems?
f Perspective, Page 27
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update N.Y. department weighs
Jury rules on Manville coverage
Continued from pmmous page
policies, the Jury found that Commercial Union Insurance Co wrote approval of CGL forms
primary liability policies for Manville from 1934-1945 and excess
coverage from 1960-1963

The jury also verified coverage issued by Reliance Insurance Co By MICHAEL BRADFORD and how the form would affect pricing and the avail-
from 1927-1933, but it denied verification for 1925 and 1926 ability of coverage

The early CU policies had aggregate limits of $250,000 per year NEW YORK-The New York Insurance Department "The form is an effort by the industry to define its
while the coverage written from 1960-1963 had $1 million annual will decide in several weeks whether to join more than liabilities and find a solution to rate problems "
limits, the Jury found The Reliance policies had annual limits of two dozen other states that have approved the Insur- Unlike an occurrence policy, which covers losses oc-
$10,000 per person and $20,000 per accident, but did not contain ance Services Office's controversial commere.al gen- curring diring the policy period regardless of when a
aggregates eral liability policy forms claim is filed, only claims filed during the policy period

Attorneys for CU and Reliance say Manville did not get all it Insurance Superintendent James P Corcoran says he are covered Lnder a claims-made form
wanted in the decision An attorney for CU pointed out that Man- will base his decision on whether to approve ISO's pro- Mr Corcoran also said he will consider whether de-

ville had argued that the early CU policies did not have aggregate posed occurrence and claims-made CGL forms in part fense costs should be included within the limits of the
limits on testimony received at a recent public hearing, in- proposed policies, even though ISO has not yet decided

An attorney for Reliance also pointed out that Manville had origi- cluding the first public statement by the Risk & Insur- whether defense costs should be capped (BI, May 20)
nally claimed coverage under the Reliance policies from 1922-1934 ance Management Society against the proposal (see "Defense costs can be tremendous, sometimes them-
but that tt had given up some of its claims before trial story, page 39) selves exceeding the (policy) limits," said Mr Corcoran

The attorneys said various issues were still to be decided before lt At the public hearing held by the Insurance Depart- "If they want to exclude them, we can see why, but we
is determined whether Manville can recover under the policies ment last month other representatives of buyers and can also see why they might not want to We're here to

The decision comes at the conclusion of the first phase of the brokers expressed steadfast opposition to tne new balance things out "
litigation, which began March 4 Five asbestos defendants and more claims-made form, while Industry officials argued for He said the New York department has to "make sure
than 75 insurers are fighting over the nature and scope of coverage its approval the public understands the significance" of the claims-

Exclusions in the policies and when the coverage is triggered are Mr Corcoran says he will first review the decision of made form, which would go into effect Jan 1 "Even
still to be addressed Richard Hsal, the hearing officer who presided at the the unsophisticated buyer should understand lt "

Manville also announced last week the terms of its recent insur- May hearing The superintendent's final decision will While the New York Insurance Department lS often
ance settlement with Peerless Insurance Co, one of 21 defendants follow and should be announced "within a month or preceived as a trend-setter in insurance regulation, reg-
with which it is in litigation in California (BI, May 13) so," said Mr Corcoran ulators in other states say they won't be influenced by

The $13 million settlement calls for two payments The first pay- The commissioner said he will consider all the major New York's decision on the proposed ISO forms
ment of $800,000 was made upon signing of the agreement and has issues being debated by opponents and supporters of In Maryland, Insurance Commissioner Edward Muhl
been placed into an escrow account A final payment is due in the proposed ISO claims-made form, including whether said he approved the forms last week, after weighing
March 1986 all coverage for pollution incidents should be excluded Continued on page 39

Manville has already settled with six other liability insurers for
approximately $426 million in coverage and cash

Court says city, i
Wausau's Schoneman quits

WAUSAU, Wis -John A Schoneman, chairman and chief exec- notinsurers, Unocal sues insurers
utive officer of Wausau Insurance Cos, has resigned from the com-
pany, citing a "friendly difference of opinion" with the chairman of must pay fees to reinstate D&0 cover
the executive committee of the board of directors over how the

company should recover from its $206 6 million loss last year By ROBERT A. FINLAYSON By STEVE TARAVELLA
Mr Schoneman lS being replaced by the executive committee's

chairman, Thomas Hancock SAN FRANCISCO-The city of LOS ANGELES-After successfully fending off corporate raider
Mr Hancock, who has been a Wausau director since 1969, is re- Richmond, Calif, is out another T Boone Pickens Jr, Unoval Corp is now fighting for the reinstate-

tired chairman of the Trane Co in La Crosse, Wis, a major manu- $694,000 as a result of 27 civil rights ment of $70 million m directors and officers liability insurance that
facturer of air-conditioning equipment claims filed against it charging a was canceled in the wake of the takeover threat

pattern of racially motivated police The oil company iS suing its primary directors and officers liability

Loan offer is extended brutality insurer and three of its five excess D&0 insurers that abruptly can-
The city can't recover from gen- celed their participation n Unocal's $100 million of D&O coverage

LONDON-Members of Lloyd's of London syndicate 895 now eral liability insurers to cover an after Mr Pickens, chairman of Mesa Petroleum Co, announced on
have until July 2 to decide whether to accept a five-year interest- award of attorneys' fees to the Feb 15 that Mesa Partners II had acquired 79% of Unocal's out-
free bank loan to help them pay anticipated losses of 19 million plaintiffs with whom the city en- standing stock
pounds ($23 9 million) tered into consent decrees to settle Last month, Los Angeles-based Unocal won a Delaware court de-

The offer was extended last week after members agents repre- the civil rights claims, a federal ap- cision that is effectively preventing Mesa from taking over the hold-
senting only 73 of 243 syndicate members accepted the offer peals court ruled late last month ing company for Union Oil Co of California

Spicer & White (Underwriting Agencies) Ltd is managing syndi- The attorneys' fees are more than Unocal charges in its suit, filed June 4 in Los Angeles Superior
cate 895 on behalf of parent Willis Faber PLC double the amount the city paid to Court, that the underwriters, led by the primary insurer, Los An-

The steering committee for syndicate members has recommended settle with the plaintiffs, bringing to geles-based Harbor Insurance Co , canceled the D&0 coverage with-
the offer be rejected and is collecting money from members to start nearly $1 million the cost to the city out good cause
litigation to dispose of the claims Unocal is asking the COLrt to declare that the canceled policies are

It has also asked Lloyd's Chairman Peter Miller to nominate The city has paid the losses out of still in effect and to award it reimbursement for the $65 million in
indpendent management for the syndicate its self-funded reserves additional premium and :he $13 million in loss reserve deposits it

Members of syndicate 895 face losses of 92,000 pounds ($116,000) The 9th U S Circuit Court of Ap- paid to obtain replacement coverage, reimbursement for all costs
for every 20,000-pound ($25,200) line written on their behalf peals upheld an earlier ruling by a incurred in obtaining other coverage, like letter of credit fees, and

U S District Court that said the unspecified punitive and exemplary damages

Insurers halt TMI settlements city's insurers did not have to pay Unocal's broker is Marsh & McLennan Inc

the attorneys' fees awarded in the Harbor canceled ltS $20 million primary policy immediately after
HARRISBURG, Pa -Liability insurers for the ultimate owner of civil rights cases because city offi- the takeover threat emerged effective April 19

the Three Mile Island nuclear plant will no longer attempt to settle cials had failed to consult their in- Federal Insurance Co,a unit of Chubb Corp m Warren, NJ,
personal injury suits stemming from the 1979 TMI accident, 1nclud- surers prior to entering into two subsequently canceled its excess layer participation of $20 million
ing several suits filed last week settlement agreements excess of $20 million, effective April 19 First State Insurance Co, a

The newest suits, filed in Dauphin County Court in Harrisburg, Richmond, which is Just north Boston unit of the Hartford Insurance Group, canceled its p011Cy for
represent part of "several hundred" similar cases still outstanding, east of San Francisco, was the tar- $20 million excess of $40 million effective May 8
said Jack Harward, a claims vp at American Nuclear Insurers in get of three civil rights suits filed Continued on page 43
Farmington, Conn Continued on page 42

The suits, filed by area residents, claim personal injury and emo-
tional distress as a result of the 1979 mishap and seek damages from
General Public Utilities Corp, the holding company for the three Liability insurers are abandoningutilities that owned the nuclear facility

"We'11 see them in the courtroom," Mr Harward said

ANI and Mutual Atomic Energy Liability Underwriters, which
provided $140 million in primary liability coverage for the plant at day care centers across the U.S.
the time of the accident, earlier this year paid out-of-court settle-
ments to 280 claimants that lived near TMI (BI, Feb 18) By MARGARET LeROUX Care Act on Campaign, a New York-based advocacy

group, and by the Child Care Information Exchange, a
Leading liability insurers for day care centers are magazine for day care centers

index pulling out of the market Maintaining adequate liability coverage lS becoming
The overall tightening of the property/casualty in- more crucial to day care centers since eight states re-

surance market and recent news reports of alleged cently passed legislation requiring the centers to have
Benefit beat 38 Vol 19, No 23-Busmess In- child abuse at day care centers are behind their with- specific limits of liability insurance The states are Cali-
Books & ideas 29 surance (ISSN 0007-6864) lS pub- drawals fornia, Nevada, Kansas, Pennsylvania, Illinois, Ari-
Classifieds 44 lished weekly at 740 Rush St , And, other day care center insurers are adding ex- zona, Idaho and Minnesota
Comings&goings· buyers 30 Chicago, Ill 60611 Second-class clusions to liability policies, increasing rates and, in If day care centers are forced to cease operation be-
Info 16 postage is paid at Chicago, Ill, and some cases, canceling policies cause of the lack of liability insurance, employers
Insurance services guide 42 at additional mailing offices Post- Insurers are trying to rid themselves of "an unattrac- whose wcrkers rely on the centers could feel the reper-
Legal briefs 28 master Send address changes to tive and unprofitable class of business," says a spokes- cussions If employees cannot find adequate care for
Letters 8 Busmess Insurance, circulation man for Aetna Life & Casualty Co in Hartford, Conn, their children they may turn to their employers for
Markets 38 department, 740 Rush St, Chi- who added that Aetna is looking carefully at the risks it company-sponsored day care At the least, morale and
Opinions 8 cago, Ill , 60611, 312-649-5221 underwrites productivity could fall among employees worried about
Perspectives 27 Copyright 1985 by Crain Commu- A recent survey showed that two-thirds of 250 day their children's care
Washington 18 nications Inc care center respondents have had their liability insur- One of the largest underwriters of day care center

ance canceled or not renewed, or have had substantial liability risks-Transit Casualty Co of Los An-
premium hikes The poll was conducted by tne Child Continued on page 37
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Where do you fit?
Risk managers' salaries ':,- 975
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grow-but only modestly 'Modianligo,,1. Yeariwithialh/lirm ' Years of experience
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By ALISON KITTRELL
13=

Risk managers' average compensation generally increased in 1984, 13

but not by the huge leaps reported during 1983, a new survey reveals 12·
45

And, the compensation reported by risk managers at the largest
12-companies actually declined

These are the findings of the 1984 Risk Management Compensa- 11

ton Survey conducted by New York-based Logic Associates
lilli

For example, total compensation for risk managers at companies
11-

40 -

with up to $200 million in annual sales increased 7 5%, to $52,682 in
1/-
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creased a whopping>51-''Lrs'it#ri'-:10<. Iit?,1.tith:'R]33 6'5 over 1982 35 

/ , E-- r= 91 T-Risk managers at
-:' 04'1 ,411 '. companies with $4

billion to $7 billion / 4-/ %/-4 4 4 4.:8 4% 45 34 863#/#-
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$,0,000 - in annual sales and
Source Logic Associates Charts and page design Amy Palmer571 risk managers at

$80.000- I- base salary '461 companies with
more than $7 billion
in annual sales ac-

$70,000 -
tually reported a Poll paints gray-flannel portrait
decrease in total

$80,000- compensation
However, the small of the Gaverage' risk manager
number of respon-

$50.000- dents in each of By ALISON KITTRELL number reported having an ARM
these categories Some 20 8% of risk managers at companies with $1

$40,000- may make year-to- The "average" U S risk manager is a married man billion to $2 billion in sales are CPCUs, and 27 8% are
year comparisons between 41 and 45 years old He lS a college graduate ARMs And, at firms with from $4 billion to $7 billion
invalid

$30,000- with possibly an advanced degree, and he has worked in sales, 18 2% are CPCUs and 24 2% are ARMs
Among risk man- about a decade with his current company As might be expected, the youngest risk managers

agers at companies That is the profile that emerges from the Logic As- generally work for the smallest companies-those

$10,000 -

$20,000- with $4 billion to $7 sociates 1984 Risk Management Compensation Sur- with up to $200 million in annual sales- while the
billion in annual vey A total of 917 risk managers answered this year's risk managers at the largest companies-with more
sales, total compen- survey conducted by the New York professional re- than $7 million in sales-are generally older
sation declined cruiting firm, for a response rate of 31% The median age of risk managers at the smallest
0 8%, to $74,570 The risk managers answered questions about their companies is 36-40 years old, and the median age of

6- $200 $200- $560- $1,000- 52,000- $4,000- More
from $75,145 in education levels, gender, marital status, professional Continued on page 35

$500 $1,000 52,000 $4,000 57,000 tha, 1983 And, among designation and experience, as well as questions about
$7.000 risk managers at their salaries and benefits (see related stories) As with 1 A.y:419.rl:*„

Sou·ce Logic Associates the 1 argest co m - the other questions, responses were grouped according 1 + -
panies, with more to company sales volume

than $7 billion in sales, total compensation declined 23%, to $86,662 Risk managers at larger companies are more likely - •E,1-, _!J"(a'i,4*6jiI,zIEE, J,**B'Ij,18'r,, L 1 .1-in 1984 from $88,714 in 1983 to hold professional designations than are their col- - -_. *. _ ,
Risk managers at the other companies surveyed reported increases leagues at smaller firms '-CPCU

in compensation, but in each category, the increase in 1984 was not
30% -

For example, only 97% of risk managers at com-
as great as in 1983 panies with up to $200 million in sales-the smallest 0 -ARM

For instance, risk managers at companies with $201 million to $500 companies surveyed-hold the Chartered Property &
million in sales saw their compensation rise an average of 71% last Casualty Underwriter designation, and 19 4% hold the

20% -year, these risk managers reported a 20 2% increase in 1983 Associate in Risk Management designation
Compensation rose an average of 7% in 1984 for risk managers at However, at the largest companies-with more than

companies with $501 million to $1 billion in sales, compared with a $7 billion in sales-23 1% have a CPCU and 26 9%
10 6% jump in 1983, compensation rose 34% at companies with $1 have an ARM

10%-billion to $2 billion in sales, compared with a 9 7% increase in 1983, The highest percentage of risk managers with a
and compensation rose 6 7% last year at companies with $2 billion to professional insurance designation was at companies
$4 billion in sales, compared with a 7 2% rise in 1983 with $2 billion to $4 billion in sales, where 25 4% have

However, officials at Logic Associates, a recruiting firm specializ- a CPCU and 28 8% have an ARM

ing in the risk and safety management professions that conducted At companies with $201 million to $500 million in
HZOO r 82* *NO* $1,00* $20*sS0* mm, thaa

the survey, say despite the modest increases-and in some cases de- sales, 14 1% have a CPCU and 21 7% have an ARM $500 $*00§ SUN 54,000-17»0 $7'00
creases-in compensation, the salary outlook for And, at companies with $501 million to $1 billion in

Continued on page 33 sales, 22 2% reported having a CPCU, and an equal Source Logic Associates

More price hikes coming, experts tell NAIB
By LINDA COLLINS leaders who participated in a panel program Will it continue to get worse next year?" But, Mr. Bretherick said it is not clear at

at the National Assn of Insurance Brokers' But, Mr Bailey noted, "When I sense the this point whether there Will be additional
SEA ISLAND, Ga -Insurance buyers annual meeting at The Cloister in Sea Island, next downturn starting to come, I'm going to restrictions on capacity later this year

should expect another round of price hikes, Ga, late last month say goodbye to you all I've been through Mr Bailey of Aetna suggested that if the
less capacity and adoption of the new claims- In their wide-ranging discussion, the pan- enough of these I don't want to go through asbestos claims facility and its attendant set-
made commercial general liability form, ac- elists also acknowledged that insurance one more " tlement of insurance coverage disputes
cording to several industry leaders buyers and regulators could fight price hikes, Mr Newman attributed current capacity doesn't succeed, "I think that the spillover of

"Clearly another round of price increases urged reform of the civil Justice system, ex- problems to two key conditions that will carry us all into another year" of
is absolutely necessary for the business," as- pressed concern about insurers' lia- • A substantial reduction in rein- capacity problems
serts William O Bailey, president of Aetna bility for financial guarantee prod- 692EZ:1 surance capacity, which, in turn, re- The success or failure of the asbestos claims
Life & Casualty Co in Hartford, Conn ucts and predicted consolidation of  duces the gross capacity of the pri- facility will be a major influence on market

"A lot of people are going to go without forces in the insurance distribution  mary insurers capacity, he said
insurance" because they won't be able to buy system
it, predicts John K Lundberg, chairman and It's "an underwriters' strike," said naia • Underwriters' unwillingness to "The asbestos claim facility and the settle-

write business at a loss ment with the major producers is hanging by
4,chief executive officer of Crum & Forster New York-based The Home Insur- We found it necessary to with- a thread It's touch and go," he reported

Inc in Morristown, N J ance Co President Steven H New-
/1/"51- draw from classes in which we sim- "If it doesn't succeed," Mr Bailey warned,

The occurrence form may be retained for man, crediting a broker with that ply couldn't get close enough to un- "you're going to have the most incredible
insuring some smaller commercial risks, but description of current market condi- derwriting profit to have a go," Mr amount of litigation between producers and
"I think we are going to see a claims-made tions Newman explained insurers, and insurers and reinsurers that
form dealing with some major exposures in "I submit that the insurance industry is Mr Bretherick of Continental agreed with this country has ever seen "
the marketplace," offers John H Bretherick much weaker than we recognize," said Mr Mr Newman that insurance capacity is Mr Lundberg of Crum & Forster sug-
Jr, president of The Continental Corp in Bailey of Aetna "Clearly another round of shrinking because of a restriction in reinsur- gested that capacity also is limited by insur-
New York price increases is absolutely necessary for the ance capacity and because underwriters ers' concerns that they maintain their pre-

These predictions emerged in a candid dis- business "don't choose to make (coverage) available, mium-to-surplus ratios within limits that sat-
cussion of "Critical Issues Facing the Insur- "We have to get realistic It's going to get even though they have the financial ability" isfy insurance regulators
ance Industry" by six insurance company worse, not better, this year The question is to do so Continued on page 6
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Supreme Court
Continued from page 1

Insurers say the administrative
cost of complying with varying
state laws-a cost that is passed on
to employers-equals at least 10%
of the policy premium.

These laws, found in at least 26

states, usually require policies to
offer coverage fcr mental illness,
drug abuse and alcoholism.

In addition, states have been

mandating more benefits, such as
extension of coverage after an em-
ployee terminates employment.

"Our library has eight binders
covering these (mandated benefit)
laws," said John Hickey, a partner
with consultant Kwasha Lipton in
Fort Lee, N.J.

"It is extremely difficult and
costly to administer policies with
varying requirements," said Rich-
ard Blackwell, vp and insurance
counsel with Metropolitan Life In-
surance Co., which along with The
Travelers Insurance Co. filed the

Supreme Court petition.
In addition, "The decision could

cpen the door for additional stat-
Ltes like Massachusetts'," Mr.
Blackwell said.

The added cost of requiring cer-
tain benefits in group health insur-
ance policies could force employers
b drop other benefits, he adds.

"This eliminates a certain

amount of choice in selecting bene-
f.ts." he said. "There is only a finite
amount of money available for em-
Floyee benefits, and if a state man-
dates that certain benefits must be

provided. .employees may have to
forgo other benefits that they
would have preferred."

Plan administrators have pre-
viously said they have been forced
to drop certain benefits because of
the expense of adding benefits re-
quired by states.

"We were forced to drop vision
and dental care after New Hamp-
snire mandated mental health ben-

efit coverage" in the mid-1970s,
said James Dawson, administrator

of the Northern New England Car-
penters Health & Welfare Fund in
Manchester, N.H.

The multiemployer plan, which
has about 5,000 participants, could
not afford dental and vision cover-

age because of the expense of men-
tal health care coverage, he said.

Mr. Dawson called the Supreme
Court decision "horrible. It won't

help the family whose children
have a mouthful of cavities and

can't get dental coverage."
In addition, the Supreme Court

ruling will give employers yet an-
other incentive to self-fund their

health benefits. The court made it

clear that ERISA does pre-empt
states from imposing benefit re-
quirements on self-funded or unin-
sured group health plans.

Apparently, administrative ser-
vices only plans purchased from in-
surers also would not be affected by
state laws.

"We are aware that our decision

results in a distinction between in-

sured and uninsured plans, leaving

Wdrereadyto
write large

casualty risks.
Rightnow.

Hartford Specialty has the
capacity to insure large casualty
risks. And we back up that capa-
city with outstanding under-
writing, daims and loss control
services. So if you want to
place a large casualty risk, call

the former open to indirect regula-
tion, while the latter are not By so
doing we merely give life to a dis-
tinction created by Congress. . .a
distinction Congress is aware of
and one it has chosen not to alter."

The court invited those who

want similar regulations for in-
sured and self-funded plans to di-
rect their arguments to Congress,
and insurers say they are consid-
ering asking to Congress amend
ERISA to overturn the ruling.

"We would seriously consider
going to Congress to rectify the de-
cision." said Mr. Blackwell.

"I think you will see efforts by
the commercial industry Blue
Cross & Blue Shield and by some
employers to try to educate Con-
gress on how this decision unba-
lances the employee benefit mar-
ketplace," said Linda Lanam, exec-
utive Washington representative
for BC/BS.

Asking Congress to amend
ERISA could cause a confrontation

between insurers and employers

Hartford Specialty right now.We're
ready to write more business.

HARTFORD tgY
SPECIALTY,J
The Insurance People of ITT ,

Hartford Spec alty Company. An affiliate of The Hartford Insurance Group, Hartford, Conn. 06115. Products and services:
underwriting imd risk financing programs. Claim, loss control and captive services. Global marketing and worldwide coverages.

that self-fund their health benefits,

depending on the legislative strat-
egy pursued by the insurers.

Insurers could arouse the anger
of self-funded employers if they
lobby Congress to narrow the
ERISA pre-emption to give states
the power to impose benefit re-
quirements on self-insured plans.

"All hell would break loose. The

self-funding employers and their
administrators would fight it tooth-
and-nail," said Fred Hunt, execu-

tive director of the Society of Pro-
fessional Benefit Administrators in

Washington.
On the other hand, a move to cre-

ate a pre-emption for all plans
would not ruffle self-insurers.

Insurers say they haven't de-
cided which approach to take.

It's also not known whether Con-

gress would consider proposals to
amend ERISA to overturn the Su-

preme Court decision.
Congress last made changes in

ERISA pre-emption rules in 1982,
when it passed legislation that gave
the states the right to regulate self-
funded multiple employer benefit
trusts (BI, Dec. 27, 1982).

Because the failure of unregu-
lated self-funded METs had be-

come a national scandal, Congress
acted to narrow the scope of ERISA
pre-emption to give states the au-
thority to regulate the trusts.

That same sense of national ur-

gency isn't apparent in the latest
pre-emption case. The major reason
insurers want to overturn the Su-

preme Court decision is to elimi-
nate the competitive disadvantage
they face with self-insurers.

"The life and health insurers are

at a great disadvantage in this com-
pared to self-funded plans," said
David Brummond, an ERISA pre-
emption expert and assistant gen-
eral counsel for the National Assn.

of Independent Insurers in Des
Plaines, Ill.

Observers also suggest the Su-
preme Court decision is likely to
lead to further litigation. For ex-
ample, the decision did not directly
address whether states can require
certain benefits in group health
policies that are issued outside the
state but cover state residents. In

most cases, mandated benefit laws
apply to insurance contracts writ-
ten in the state, but states now

might try to expand their authority
to impose benefit requirements on
policies written in other states.

"The next round of litigation
could be on the territorial issue,"
said Ms. Lanam of BC/BS.

Last week's decision involved a

Massachusetts law that requires in-
sured employee benefit plans to
offer at least $500 of coverage an-
nually for outpatient mental health
care. In addition, the law requires
plans to provide coverage for at
least 60 days of inpatient mental
health care a year.

In 1979, Massachusetts asked a
state superior court to declare that
the mental health care law applies
to insurance policies sold to em-
ployers. The state also asked that
Travelers and Metropolitan be or-
dered to comply with the law.

The superior court, and later the
Massachusetts Supreme Judicial
Court, ordered the insurers to com-

ply with the law. The insurers then
appealed those rulings to the U.S.
Supreme Court.

The insurers argued the savings
provision in ERISA was meant to
exempt from pre-emption so-called
"traditional" state insurance laws,

like reserve and solvency require-
ments, and not "innovative" laws

that set benefit requirements.
But the Supreme Court said

there was nothing in ERISA to dis-
tinguish between different types of
insurance laws.

"The presumption is against pre-
emption, and we are not inclined to
read limitations into federal stat-

utes in order to enlarge their pre-
emptive scope. Further, there is no
indication in the legislative history
that Congress had such a distinc-
tion in mind," the ruling said. .

1
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Flexible Spending Accounts are a good

idea for employers and employees.
Unfortunately, the IRS doesn't agree. In

recent rulings, they eliminated some of the
many advantages offered by FSAs.

But despite the changes, Flexible
Spending Accounts are too important of an
idea to die. Not only do they provide
employers with a method for controlling
benefit costs, but they help employees cover
medical costs with non-taxable income.

So NWNL Group has been working
within the recent rulings to develop flexible
spending accounts that offer maximum
advantages to employers and employees.

As a result, Flexible Spending Accounts
are alive and well, and available right now
from NWNL Group.

Because the way we see it, as long as
there's a need for Flexible Spending Accounts,
we'll work to find an appropriate way to
provide them. To find out how we're doing it,
return the coupon for more information.

Send to: Ginny Charboneau
NWNL Group
Box 20, Minneapolis, MN 55402

Please tell me more about Flexible Spending Accounts.

Name

Title

Company

Addrpfc

City

Statp Zip

NWNLGROUP
A division of Northwestern National Life Insurance Company

Home Office: Minneapolis, Minnesota
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NAIB panel
Continued from page 3

"At the moment, many com-
panies, including our own, feel
under constraints from our risk

ratios (imposed) by the regulators,"
Mr. Lundberg said.

"We tell our underwriters that

our first priority is to get as much
of a price increase as (we) can be-
cause the products are so under-
priced," Mr. Lundberg added. "In
the next breath we tell them 'but

total premiums can't grow by more
than 15% next year because of our
balance sheet constraints,"' he said.

While insurance regulators re-
cently have been preoccupied with
solvency issues, Mr. Lundberg sug-
gested that they may reassess their
attitudes on what constitutes an

adequate surplus ratio.
Regulators are going to have to

determine which companies truly
have solvency problems and which
ones "can comfortably write with
greater leverage than they are now
writing with, knowing that the un-
derlying reason for the greater lev-
erage is that they are getting
greater prices for insuring the same
exposures."

Higher prices "can't be anything
but healthy for those companies,"
Mr. Lundberg declared.

Insurance regulators already are
fielding complaints from consum-
ers concerned about capacity, Mr.
Lundberg noted. As that heat
grows over the next year or two,
regulators may reassess their atti-
tudes on what constitutes an ade-

quate surplus ratio, he said.
John J. Mackowski, chairman of

the board of The Atlantic Cos., said

he hopes the capacity shortage
never ends, "at least the perception
that there is a capacity shortage."
He said an oversupply of capacity
created the current massive under-

writing losses because many enti-
ties entered the underwriting field
in anticipation of tremendous prof-
its, forcing prices down.

"I think this is the best time for

us," Mr. Mackowski said. "For bro-

kers and companies such as Atlan-
tic, what we want to bring (into the
marketplace) is responsible capital,
lasting capital that recognizes the
cycle and is willing to stay through
the ups and downs."

He added that with the cycles in-
herent in the insurance industry
"you are (always) going to have ei-
ther excess capital or excess de-
mand."

Only two of the panelists ad-
dressed the proposed claims-made
commercial general liability form,
but both endorsed it.

The new claims-made form is an

"attempt to carve out that which is
insurable in the marketplace and to
provide a market. . .but on a differ-
ent basis," Mr. Bretherick said.

In the competitive insurance
market, Mr. Bretherick said, insur-

ers broadened their policies to
cover risks that should not have

been insured. This action, coupled
with judicial interpretations that
broadened policy coverage, has re-
suited in insurers being held liable
for "some aspects of the uninsur-
able."

Although tort reform would be
the most desirable solution to the

current insurance marketplace di-
lemma, the industry "can't bet a
marketplace on tort reform," Mr.
Bretherick stressed. The claims-

made policy is a short-term remedy
to protect the financial stability of
insurers, he suggested.

However, Mr. Bretheriek added

that other specialist markets may
move into the marketplace to offer
occurrence forrn coverage to spe-
cific types of risks.

Mr. Bailey added that although
the claims-made form is only one
of a variety of solutions the indus-
try has come up with to buy a little
time until an ideal solution can be

found, "I would urge you all to sup-
port those efforts in spite of your
views of claims-made-against a
bunch of lousy alternatives, that

seems to be the least lousy."
And, Mr. Bailey predicted that

"iCs quite probable" that the ne#
Insurance Services Office's general
liatility forms, both claims-mace
and occurrence, will be amended :c
include defense Costs within policy
lim ts.

Insurance buyers and legislators
will not necessarily swallow insur-
ance industry price hikes, two pan-
elis-s warned.

1/Chen risk managers recover
"frc m the shock of price increases.'
they will seek alternative risk-
bearing measures, predicted Jack
W Cates, president of Industrial
Risk Insurers in Hartford, Conn.

"The problem that has to be
faced, partly by all of us," he said, 4.

Coverage
of NAIB's

annual
meeting
continues

on pages
10-17.

I f

naia
-'AIVA'.

to convince risk managers they are
not going to get better coverage
e.sewhere "and still have a viab.e

program."
Mr. Bailey advised there could be

some major marketplace changes .f
the hardening market puts too
much stress on the system.

"It's relatively easy for state 1€g-

isIator:, with the s:-oke :,f a pen, to
produce all kinds of mandatory
programs that are detrmental to
the way we do bus iess,' he said.

But, insurers :re all aware that

there comes a point when the con-
traction of the marke:place be-
ccmes counterproducive, Mr. Bai-
ley said. This becomes evident
wnen press.,res, political and oth-
erw·ise, start to weLI up f•zr change.

"W€'ve got to recuce our costs on
an exionential basis," suggested
Mr. Ma2kowski. '0.-s . s :he most

inefficient God-:wfjl expensive
business ir the orld We can't

keep sE€nding" 1.ke the industry
has in the past, he mic.

"We knew we can': keep in-
creasing our prices b cur policy-

holders." If a company did, its eli-
ents probably would go someplace
else, he said.

In the long range, Mr. Bailey ad-
vised, tort reform is needed so that
insurers do not find their reserves

depleted by such tort claims as as-
bestos, pollution and medical liabil-
ity.

"This business doesn't have a

good clear answer on that, and that
is a tragedy," Mr. Bailey said. "The
time is right to start engaging in
some serious efforts for tort reform.

This is no longer an insurance
problem, it's a societal problem."

Mr. Lundberg said that in order
to resolve any of the problems fae-
ing the industry, industry repre-

Continued on next page
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sentatives must educate the public
4 in the tort liability reform area.
4 "We need the help of everybody

who has any awareness of this
,

problem. . .even (those) with pe-
ripheral involvement."

Mr. Bailey pointed out that al-
ready the insurance industry is lob-
bying to reform the Superfund leg-
islation "so that we don't have an-

, other five-year extension of the ex-
_-_ '- # . .._«:»»' *,*« t.,a,    isting Superfund statute that makes

. ,;--.-.  lawyers rich but doesn't clean up
2.0*-   any of the dump sites."

1 J making substantial progress in
He said insurance lobbyists are

Photo: Lirda J. Collins their Superfund efforts and he's

Jack W. Cates, right, president of Industrial Risk Insurers, listens to encouraged,
comments by John J. Mackowski, chairman of The Atlantic Cos. The heart of insurers' liability

r

r

L

problems, Mr. Bailey said, is that
"courts will misinterpret language
willfully as they constantly search
for more and more money to deal
with societal problems, which a
decade ago we took care of through
the tax mechanism on the part of
the government.

"We've all said to our govern-
ment we're not willing to fund
those programs through the gov-
ernment mechanism, so society has
turned to the private sector to deal
with these problems," he contin-
ued. "Someone with deep pockets is
going to be tapped as long as there
are any deep pockets around."

Mr. Cates of Industrial Risk In-

surers complained it is becoming
harder and harder to write any

The real magic to effective medical case management is control-
ling costs throughout the course of a serious illness. To make
sure that your program is more than just smoke, ask yourself
these basic questions:

1. Does your case management program spot high-
exposure claims before they occur?

Intracorp's Medical Case Management System, through pre-
certification, identifies serious, high-cost claims before hospital
admission occurs. We manage the case-and contain costs-
from day one.

2. Is your case management program as comprehensive
as it should be?

Real case management programs don't stop with hospital admis-
sion. Intracorp coordinates all inpatient care to assure proper
utilization of medical services. We also pre-plan hospital dis-
charge and provide all necessary home care, medical equipment
and outpatient treatment. We'll even audit the hospital bill.

All this means a successful outcome for the patient and your
bottom line.

3. Are your case managers critical-care experts?

Intracorp's case managers are all registered nurses with critical-
care experience. Their expertise with complex medical condi-
tions, technologies and facilities moves the patient efficiently
through the health care delivery system. What's more, our staff
of 2,300 professional and support personnel, backed by a net-
work of medical consultants, works one-on-one with the patient,
family and treating physician. They're there whenever and wher-
ever you need them, in 125 offices nationwide.

4. Is your case management system built on 15 years of
cost containment experience?

200,000 cases have given Intracorp a matchless record of re-
turning patients to their maximum level of recovery-with the
maximum return for every dollar spent. By combining pre-cer-
tification with effective cost containment services, Intracorp gets
results. Costs are contained from the onset of illness. And you
avoid the reoccurrence that too often happens when initial treat-
ment isn't as comprehensive as it should be.

If you sense somesleight of hand
in your case management
program, call Intraco* today,
toll-free, 800-345-1075 (in AK, HI
and PA, call collect, 215-687-9450).
Find out about the Feat thing.

InTracorp

Innovators in cost containment.
--

Mr. Daniel H. Davis, Senior Vice President of Marketing, Intracorp
985 Old Eagle School Road, Wayne, PA 19087 81

Please send me infoymation on
Intraco«s Medical Case Management System.

Name Title

Con*any

Street

State Zip Phone

City

Ext.
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kind of a contract "that you have
any faith in of lasting very long."

And, he is concerned that there
have been recent discussions to use

property insurance policies "to
solve some of the problems that
perhaps the liability side could take
care of with their own changes."

Specifically, he said later, he has
heard discussion that the debris re-

moval clause in the property form
could be expanded to cover the cost
of cleaning up pollution.

Financial guarantee insurance
products present insurers with a
whole new challenge, several pan-
elists agreed.

The Home is not writing finan-
cial guarantees, Mr. Newman said,
because "the talent is at such a high
level, the motivation seems so great
and so much money is being made
that I would feel like a sitting duck
being the last person on the line ac-
cepting the risk."

Crum & Forster is writing finan-'
cial guarantee products, said Mr.
Lundberg, but "the kind of people
you want underwriting those risks
are credit people," he urged. "It's
important not to rely on insurance
people to evaluate those risks."

And, price competition in the fi-
nancial guarantee marketplace is
evident, he noted. Crum & Forster

is "steering away from plain va-
nilla municipal-type guarantee
business because the premiums are
just not adequate," he said of the
municipal bond guarantee product.

Financial guarantees represent
an important business to Aetna, Mr.
Bailey observed, and will earn the
company in excess of $20 million in
profits in 1985.

But, Aetna is limiting the amount
of financial guarantee exposures it
will accept, Mr. Bailey said, because
the product is a "heavy user of cap-
ital and capacity." And, the finan-
cial guarantee risks Aetna has as-
sumed are "carefully watched and
separately managed in our com-
pany," he added.

Analyzing the future of the dis-
tribution of insurance, Mr. Breth-

erick observed that "independent
agents have continued to lose mar-
ket share and, frankly, with respect
to commercial business, we believe

that there's every opportunity that
this is going to continue. National
brokers, heavy into commercial
business, have about 35% of the
total business. We think this will

grow somewhat."
Mr. Bretherick also says if dere-

gulation occurs and banks enter the
underwriting business, they will
take more business from the direct

writing insurers than from the
agency or brokerage insurers.

Mr. Newman commented that he

is seeing a concentration and merg-
ing of economic clout "at all levels
of the producer community." He
said that a number of entities "are

seeking to put together what would
be viewed as top 10 national bro-
kerage operations," and he would
not be surprised if within the next
three years there are three new na-
tional networks that are only mod-
est-sized today.

At the local level, Mr. Newman

said he anticipates a flourishing of
"strong regional producers and a
great deal of enthusiasm from
banks, who are viewing themselves
for the first time as national." He

said he expects banks, in some parts
of the country, to become a "signifi-
cant part of our landscape."

But, Mr. Bailey argued that al-
though it is clear that several major
banks want to distribute insurance

products, "my own perception of
this is that you people have more to
fear from each other than you do
from the banks.

"Why in the world would a
group of professionals like you
worry about a bunch of amateurs
like banks taking over your busi-
ness?" Mr. Bailey asked. "You have
far more important concerns."

The panel was moderated by
John P. Keyser, senior vp and
director of Johnson & Higgins in its
Chicago office. .
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A bright spot to the hard market
N THE SURFACE, the results of the Logic Associ-ates 1984 Risk Management Compensation Survey
appear to indicate that risk managers did not do as well
in 1984 as they did in 1983.

Risk managers' compensation increases reported in
1984 were much more modest overall than those re-

ported in the 1983 survey, and compensation actually

decreased for risk managers at the largest companies

(see story page 3).

But, in this case, appearances may be deceiving. We
agree with the authors of the survey that the future for
risk management is bright.

First of all, the moderate increases in compensation

for risk managers, like corporate pay hikes in almost
all other professions, reflected the general slowing in

the U.S. inflation rate. For the most part, double-digit
salary i .creases have gone the way of double-digit in-
flation.

But, most importantly, the current hardening in the

insurance industry is going to make the risk manager
much more valuable to his or her company.

Senior management, lulled by years of low prices

and expansive capacity, already is shocked by the

higher prices and lower limits being demanded by in-
surers.

As premiums increase and coverage becomes harder

to find, more companies are going to realize the need
for an effective risk manager.

And, companies are going to be more willing to pay

to get the expertise they need. A risk manager who

saves his or her company substantial amounts in insur-

ance costs-either by reducing exposures or finding

more economical risk-financing methods-will have a
strong case for receiving some of the savings in in-

creased salary or bonuses.
However, the authors of the Logic Associates survey

offered a caveat, with which we agree: Only the ta-
lented risk manager will benefit-or, indeed, will sur-
vive-in the current hard market.

Negotiating the best and most cost-effective coverage

in this market will take considerably more skill than
has been demanded by the soft market of the last sev-

eral years.

And, creativity and savvy will be needed to develop
and implement alternative risk-funding programs

when the conventional market fails to provide needed
products at acceptable prices.

Risk managers who cannot cut it will find their defi-
ciencies painfully obvious.

But, those with talent and courage have an opportu-
nity to make a real difference for their employers-
and for themselves as well.

California courts get on track at last
T LAST, a California court has issued an opinionwe can applaud.

California courts are notorious for expanding manu-

facturers' liability for plaintiffs' injuries in a never-

ending effort to provide plaintiffs with compensation

that otherwise is not available under social programs.
But, much to our surprise and satisfaction, a Califor-

nia court has finally said "enough" and refused to ac-

cept a new expansive theory of liability, at least for

punitive damages.

As we reported last week, the 2nd District California

Court of Appeals ruled recently that manufacturers
and suppliers of the anti-miscarriage drug DES cannot

be held liable for punitive damages if the plaintiff can't
identify the specific manufacturer or supplier of the

drug that caused the injury.
The court refused to extend the 1980 landmark Cali-

letters

fornia case of Sindell u. Abbott Laboratories to punitive

damages. That earlier decision provided that DES

plaintiffs could recover compensatory damages from

all manufacturers of a product according to their mar-
ketshare of the product if the plaintiff could not iden-
tify the specific manaufacturer of the product that

caused the injury.
The appellate court said it would not extend this mar-

ketshare theory of liability to the awarding of punitive

damages for "public policy considerations," including:
"preservation of the right of future claimants to com-

pensatory damages, the potential for overkill, the puni-
tive effect of numerous and substantial awards to pres-
ent and future claimants, the attenuated deterrent effect

of long belated awards and the inherent unfairness of

punitive damages in the marketshare scheme."
Hear. Hear.

Call for government understanding is a little late
To the editor: Reinsurance Assn. of

America President Andre Maisonpierre
told the National Assn. of Insurance Bro-

kers at their recent annual meeting that
there is an abysmal ignorance in Wash-
ington of how the property/casualty in-
dustry operates. There is no effort to un-
derstand the role of the industry in the
economy of the country, he said.

But, he also said that the responsibility
lies, in part, with the industry, which has
been "extremely fearful" of any federal
government look into the mechanism and
activities of insurance. The industry must
rethink its position, not about state vs.
federal regulation, but about the govern-
ment having a right to know what the in-
dustry is all about, he suggested.

Early in 1980, when I was counsel and
director of government relations for the
NAIB, that organization was vehemently

Business Insurance welcomes Zet-

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

Chicago, Ill. 60611.

opposed to a proposal by the Carter ad-
ministration to establish an office that

would do just what Mr. Maisonpierre now
thinks should be done-learn more about

the industry.
The proposed "Office of Insurance

Analysis," to be housed in the Treasury
Department, was to be a repository of in-
formation and a source of insurance in-

dustry knowledge for the administrative
branch. It was to have no regulatory
powers.

But, the insurance industry was truly
apoplectic at the thought of a federal
agency with any insurance interest at all.
The argument most cited was the prover-
bial (and ever-popular) "camel's nose."

As Congress is once again getting down
to areas of serious concern to the insur-

ance industry, the industry is heard to
complain that members of Congress don't
understand the industry.

There are many cliches that immedi-
ately spring to mind-the one about cake
and eating it seems appropriate. But, per-
haps this ease is best described by that
popular philosopher possum of Okeefeno-
kee Swamp, Pogo, who said, "We have
met the enemy, and they is us."

Beth Kravetz
Associate Counsel

Home Owners Warranty Corp.
and HOW Insurance Co.

Washington

Kentucky does not prohibit dual licensing
To the editor: The article concerning

risk management and insurance consul-
tants incorrectly states that Kentucky
prohibits an insurance consultant from
holding an insurance agent license (BI,
May 27). Kentucky permits a person to
hold both an insurance consultant and an

insurance agent license.
At one time, Kentucky prohibited a

person from holding both an insurance
consultant and an insurance agents li-
cense.

However, this restriction was repealed

by the Kentucky General Assembly on
July 15,1982.

Persons seeking further information
concerning insurance consultant licensing
in Kentucky should request the Insurance
Consultant Information Summary from
the Licensing Division, Kentucky De-
partment of Insurance, P.O. Box 517,
Frankfort, Kentucky 40602.

Patrick Watts

Counsel

Kentucky Department of Insurance
Frankfort, KM
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At Fireman's Fund, we're making
changes to grow even strongen Changes
in products. Changes in procedures.
Changes beneficial to you. That's why
we've added a valuable new service,
the Firemant Fund Hot Line. It allows
you to share information. Solve problems.
Let off a little steam-or tell us about

the things we're doing well and how we
can make them evenbetter.

Call the Fireman's Fund toll-free

Hot Line between 9:00 a.m*4
and 5:00 pm and talk to /,(4.1
one of our specialists. C
Let's help each FIREmANS FUND
other be the best. An American Express company

BOTH
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CPT DRG Assignment Software

Health Systems Internationall developers of the DRG Patient Classification Scheme.
offers its CPT DRG Assignmens Program using CPT (Current Procedural Terminology).

Correct DRG assignment is critical to any cost containment efforts. HSI® CPT DRG
Assignment software is completely compatible with the Medicare DRG definitions.

HSI's CPT DRG Assignment software is currently
used by leading insurers and third party administrators. kiSI

51,( E 198A

You can be sure of correct DRG assignment liealth Systems Internatic,nal
with HSI's CPT DRG Assignment software. Corporate Headquarters

100 Hi ()adwa¥
Nrw Haven. (.:nnecticut 06511
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Consultant dreams up
cures for industry's ills

By LINDA J COLLINS

SEA ISLAND, Ga.-Like many
others, Peter B. Walker says he has

been kept awake
at night by the

r.#-t current crises

facing the insur-
ance industry.

I.*

4.,4,2 But, Mr
*i· C -,I· Walker, director

·.6- ' -' -·. · of MeKinsey &
i . -- Co. Inc., an in-

.9 ternational man-

agement con-
Mr. Walker sulting firm in

New York, says
he has spent his sleepless nights
identifying several major problems
facing :he industry and looking for
solu-ions.

He shared his nsights with the

re•spon• si•bil•i•ty (ri spon' se bil'i te), n. 1. the state
or fact of being responsible. 2. an instance of being
responsible. . a particular burden of obligation upon
one who is responsible. 4. something for which one is
responsible; dependability, esp. in meeting debts or pay,
ments. 5. on one's own initiative or authority.

{

"While an insurance policy is 
a legal contract that expresses
our minimum responsibility,
there are many occasions when
equity demands that we recognize
a moral obligation beyond the
strictly legal terms-and this is
always a consideration in our
settlements!'

This claims philosophy and
traditicn originated with
Hendon Chubb (1874-1960).

Today, ith not a goal at
Chubb. Itis a given.

CHUSS

Insurance from Chubb.

Understanding
is the difference.

Chubb Group of Insurance Companies, Warren, New Jersey 07060.

members of the National Assn. of

Insurance Brokers at the group's
annual meeting last month at The
Cloister in Sea Island, Ga.

And, top brokerage executives
who heard Mr. Walker's speech,
"Late Night Thoughts on the Prop-
erty/Casualty Industry," seemed
impressed with his conclusions.
Comments like .„Fantastic!" and

"That's the best speaker I've ever
heard," were heard after the

speech.

Mr. Walker, who began his ad-
dress by giving a synopsis of the
historical industry cycles and their
causes, asked the audience: "What
is it about this business that makes

it so difficult to manage?"
He then identified several key

points for the industry to consider
during this chaotic time:

• The capacity shortage is real
in the short-term.

• However, the structure of the

industry, not short-term capacity,

will be the key to the industry's
long-term financial results.

• There is an urgent need to in-
vest in critical skills that the indus-

try has ignored for about the last

five years.
• Insurance cannot solve so-

ciety's problems.
• The lead- AK

ership chal-   -·
lenge that must
be faced by the .10 '5. , r. -3>
industry is
enormous.

Mr. Walker
/

said the capac-

ity shortage is 4 Zbv

real, in that

companies are pulling out of the
market and many insureis' Best's
ratings are deteriorating. "You
can't argue with the mathematics,"
he said.

But, he said the basic measure of

capacity in the insurance industry
-premium-to-surplus ratio-is
flawed.

"Any measure that makes you
look worse as you get your prices
up has a fundamental problem," he
explained.

"The other problem with the
basic premium-to-surplus measure
is that companies who have the
greatest problems in terms of being
squeezed are the ones who are

going to bend the most on their re-
serves.

"And, until the industry finds a
way in long-tail lines to be able to
accurately project reserve posi-
tions, then measuring surplus with-
out that accuracy of measurement
is somewhat of a hopeless exer-
cise," he added.

Mr. Walker said each insurance

company's capacity for risk should
be judged individually.

He said some insurers could run

their businesses with little or no

capital. As an example, he cited
State Farm Insurance Co.'s auto

and homeowners business, which

he said has a positive cash flow be-
cause of its large numbers of poli-
cyholders and its control of the
marketplace.

At the other end of the spectrum,
he said, he questions whether there
ever will be enough capital for new
entrants into excess/surplus lines
or reinsurance that do not under-

stand the business.

Several factors jeopardize the in-
dustry's long-term financial recov-
ery, he said.

First, anyone can enter the in-
surance market, and pressure on
the market is created when new

entrants, looking for economic
gain, push prices down.

On the other hand, he said, not

anyone can leave the market.
There are barriers to those com-

panies that want to withdraw-
"not officially, not legally, but in
practice they're real."

Continued on page 12



FROM ONE BRILLIANT ADMINISTRATOR
TO ANOTWER,THE BEST ADVICE

ON FLEXIBLE BENEFITS:
KEEP IT SIMPLE WITH MET LIFEI

BENEFITS
ADMINISTRATOR

THE ADMINISTRATOR

4 is 080

Before choosing a flexible benefits program for
your employees, first consider the demands that the
plan will make of you, the employer.

At Metropolitan Life, we offer a computerized
administration system specifically designed for flexi-
ble plans. From election forms and flexible credit

©1985 Metropolitan Life Insurance Company, NY, NY

calculations to record maintenance and employee
turnover. Result: a simple, manageable plan for you
and your employees.

For more information about our group benefits
plans, call your broker/consultant oryour Metropolitan
Ufe Group Representative.

GET MET. IT FAYS.

ANDAFFILIATED COMPANIES
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Wat extraordinary extra
does the company with the stag
offer yourgroupin LTD?ty
Ask your Broker. 8

Or call pur Consultant, your Hartfbrd Representative,
or Bud Peterson, Group Sales-Vice President, ;it (203) 683-8843. THE HARTFORD
Hart ford l.; fe Insurance Compaily, } lart ford. (71' 06115 I he Inwr.ina. people of ITT

Consultant's cures for industry ills
Continued from page 10

"You cannot own a large (prop-
erty/casualty) company and decide
to get out of the business, because
of the size of the capital that you've
got and the economic pain you take
of winding down a business," Mr.
Walker explained.

"Some people would argue that
it's probably impossible, given the
long-tail nature of the business, to
actually wind out of it. . . .What
happens is that ownership changes,
but the capacity doesn't actually
leave the business itself."

Another market pressure on the
property/casualty industry is ex-
erted by self-insurance.

"It's always there as a substitute
product," he said. "As the rates
continue to push up. . .there's a re-
kindled interest in captives, paid-
loss retros and all the various forms

of self-insurance programs, and
that alternative will always be a
counterbalance to industry pricing

FINANCIAL
PROTECTION ISN'T

ALWAYS THIS OBVIOUS
A catcher's mask just won't help

when a director or officer is hit with a

liability suit. The defense and settle-
ment costs can be personally devastat-
ing even if a lawsuit is unjustified.

A solution to this ever increasing
problem is a Directors' and Officers'
Liability Insurance Policy from Western
Employers Special Risks.

Whether your clients are publicly
incorporated or closely held, every
D&0 policy we write may be tailored
to meet their specific needs through
a wide range of limits, deductibles
and options.

Western Employers Special Risks
also has coverages for Employee

Pansion/Welfare Benefit Plans, in addi-
tion toTrust Department E&0 and
IRA/Keogh Plan E&0 for financial
institutions.

Our D&0 policies can be your
client's best protection against a
judicial curve ball.

VIAWESTERN
.aJ EMPLOYERS
VVSPECIAL RIS_<S

A Division of Western Employers Insurance Company

150 N. Martingale Road, Suite 240
Schaumburg, Illinois 60194
312/882-1114 or 1-800/323-2354

In Illinois: 1-800/942-4714

on commercial lines."

And, finally, he said, "The com-
mercial insured has learned how to

shop."
In essence, Mr. Walker said, the

current capacity crisis is a short-
term tactical problem for the indus-
try to solve.

"The fundamentals that drive

the returns in this business have

not really changed, despite those
short-term numbers."

What really drives the business
and creates market cycles, Mr.
Walker said, is an issue of leader-

ship.
"We at McKinsey have a number

of bright-eyed, bushy-tailed Stan-
ford/Harvard MBAs who come in

and view the insurance industry as
a relatively monolithic business
where all they've got to do is equate
claims to cost to goods sold, and
sales to premium, and get on with
it," he said.

But, he added, six to nine months

later, they come back with a feeling
that it is the most complex business
they ever have encountered.

Mr. Walker said that a new chief

executive officer told him after

about a year in the post that run-
ning an insurance company "is like
running a national grocery chain
where the price of bread is set by
the checkout clerk."

This, Mr. Walker observed, is an

excellent analogy, because "the key
decisions in this business are made

by underwriters and claims adjust-
ers, who on the average have a
couple of years of experience, very
little training, and they're out there
without a great deal of guidance.

"How do you manage a business
where your key decision-makers
are 10 layers away?" Mr. Walker
asked.

Another problem, he said, is that
too often members of the boards of

directors of insurance companies
don't understand the insurance in-

dustry-what they understand is
profits.

Because of this, Mr. Walker ex-

plained, senior company officials
feel compelled to go back to their
boards and show them positive fig-
ures, often by using quick-fix mea-
sures, like holding back on reserve
additions until earnings catch up.

But, Mr. Walker emphasized,
front-line risk taking, under-
writing and claims adjusting skills
are not affected by these short-
term actions.

"What you need is someone who
can come into this business with a

very long-term perspective, an un-
wavering commitment to the fun-
damentals of what it takes to make

money, and who glides through the
cycles and makes tactical moves,
but never wavers from the funda-

mental principles," Mr. Walker
said. But, he said, very few insurers
live up to this ideal.

Because of the pressures brought
by market cycles and by insurer
boards of directors, many com-
panies give in and change di-
rection, management and structure
on a regular basis, he said.

Unless a company can develop a
long-term commitment to sound
practices and enforce that commit-
ment at every level, including the
board level, Mr. Walker said, he is
skeptical that the company will
ever be able to earn attractive re-

turns on a long-term basis.
The long-term outlook for insur-

ers that tap the agency system is
still questionable, Mr. Walker said.
If direct writers start moving for
increased market share and thus

force prices downward, the
pressure will "go right back to the
agency companies, and the agency
companies are still essentially at a
competitive disadvantage because
of their distribution costs."

Another major problem in the
overall industry outlook is that
profits on workers compensation
insurance show very little evidence
of improving, Mr. Walker said.

Continued on page 14
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What majordaims headaches
doyoueliminate with
GroupDental fromthe C U-Y
company with the stag? X-
Ask your Broker
Or call your Consultant, your Hartford Representative,
or Bud Peterson, Group Sales-Vice President, at (203) 683-8843.

THE HARTFORD
Har,16:ri Life insurance Company. Hartford, Cr 06115 The Insurance People of ITT

if all group
dental plans are
beginning to
look alike...
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discover the Delta difference!

No other system has so many built-in checks and balances.

With over 15 million people covered, Delta is the
largest dental plan system in the United States.

We're also the oldest.

We wrote the first group dental care programs in
the country. Then we pioneered a system of qual-
ity assurance and cost containment that is still
unmatched by any other plan.

No other system has so many built-in checks and
balances.

Participating dentists file their fees with us and
guarantee they'll charge no more. In cases where
extensive dental work is required, they submit
treatment plans in advance to determine how
much the program will cover and how much the
patient will have to pay.

You know where you stand with a
Delta Dental Plan.

Delta Dental Plans Association

211 East Chicago Avenue, Dept. F
, Chicago, Illinois 60611

Consultant's cures for industry ills
Continued from page 12

But, Mr. Walker said, the current

capacity problems could have an
unexpected beneficial effect.

"There is a silver lining in this
situation over the short-term be-

cause. . .the real marginal players
in this industry that have had a dis-
proportionate effect on pricing in
this industry are being squeezed
out, and even the stronger com-
panies are starting to focus their at-
tention on areas of strength. . .as
opposed to pushing into new areas.

"If this capacity situation fcrces
companies to pull back to where
they are good and really focus their
attention on those (areas), every-
body will be better off for it," Mr.
Walker said.

"Companies. . .should be willing
to walk away from whole markets
where they are marginal players
and do nothing but disrupt the
market for those who have the

skills."

». -9 . 1#83*>1

Patients are only responsible for applicable co-
payments and deductibles.

Everything is all spelled out. No surprises, no com-
plaints, no problems. Just predictable fees and
affordable rates.

Employer, employee, benefits manager, dentists
- everyone knows where they stand with a Delta
Dental Plan.

If you can't say the same for your present group
dental coverage, then it's time to compare your
plan with ours.

For a free copy of Delta's 10-point Dental Plan
Comparison Chart, call our National Accounts
office at 312-337-4707.

'How do you manage
(when) your key

decision-makers are

10 layers away?' Mr.
Walker asks.

Another problem facing the in-
dustry, he said, is that many insur-
ers have lost sight of the funda-
mentals.

He said the most critical chal-

lenge now facing the industry is
that, "We have a whole generation
of underwriters who have essen-

tially learned that the market sets
the price. We need to rebuild skills
so that people understand that,
with few exceptions, most risks can
be written at the right price. It's a
question of bad prices as opposed to
bad risks."

He stressed that insurers spend a
lot of money on consolidation and
data processing, but underwriters
and claims supervisors-who rep-
resent the most vital functions in

the companies-are in most cases
underskilled and underpaid.

"The industry needs to invest
heavily and smartly over the next
couple of years to rebuild those
front-line skills," Mr. Walker
urged.

"If that means letting the em-
phasis on expense slip for a while
or letting some data processing
projects slip for a while, then my
experience is that that might be a
very sound investment. Very little
attention has been paid to (the
skills) side of the house."

In addition to these operational
problems, Mr. Walker said, insur-
ers must deal with problems caused
by the fact that insurance is being
used to deal with society's prob-
lems, especially losses associated
with product liability and pollu-
tion.

Courts continue to award dam-

ages, which are paid by insurers, to
compensate victims, and in
amounts far in excess of what in-

surers expected when they priced
the insurance.

"If, by the time you understand
the numbers, the government and
the society have, through the judi-
cial system, changed the game two
times over, all this industry does is
become the funder for the rest of

society for those ill," he said.
Industry leaders, he said, should

step back and say, "We are not
going to be the bankrollers of this
problem for the rest of American
industry and continue to absorb the
losses.

"Let's put the monkey on the
backs of the people who are mak-
ing the products and providing the
services that are creating these
problems and work with them and
help them solve the problems," he
advised.

Meanwhile, insurers are under-
writing financial guarantees,
which he suggested is extending in-
surance "to those areas of the mar-

ket where this industry really
doesn't have any business playing."

Mr. Walker said the industry al-
ready is seeing losses in the finan-
cial guarantee area.

All the problems facing the in-
dustry, Mr. Walker concluded, rep-
resent a major challenge for leader-
ship.

"What we need is leadership that
is committed to longer-term invest-
ment in critical skills and under-
stands that this is a risk business

and that pricing and underwriting
is the heart of it, and (that) claims
adjusting comes second," he said.

"We need stability at the
top. . .designing jobs well, paying
them well and having a sense of
conviction at the top that cycles
will come and go, and new players
will come and go, but we're going
to move through them with our
eyes on the ball." .
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frank U.Hall.
Frank B. Hall, the higitperfor-
mance corporate protector
helps companies like yours the
world over play to win in the
fiercely competitive business
arena. We'll handle your insur-
ance requirements cost effec-
tively And offer you the most
advanced risk management
programs available anywhere.

Serious competitors come
to Frank B. Hall because we're

tough and thoroughly profes-
sional. We protect your human
and financial resources, giving
you the strength to succeed in
your marketplace.

Frank B. Hall. For all forms of

business protection. Insurance
placement. Reinsurance. E&S
lines. Employee benefits con-
sulting. Claims management.
Environmental risk management.
And special 21st century prod-
ucts for virtually every major
industry

The pressure is on. Competi-
tion is mounting. But there's an
insurance services company
built to stick with you while you
play to win. Frank B. Hall, risk
management services for seri-
ous competitors, like you.
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Why are Fortune 500 firms
turning to the company with
thestag for Group Life? t;»
AskyourBroker.
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Or call your Consultant, your Hartford Representative,
01· Bud Peterson, Group Sales-Vice President, at (203) 683-8843.
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• Comprehensive checklists
for insurance agents and buyers
are now available in the following
areas: property and casualty agent's
renewal procedures, boiler and ma-
chinery, lease analysis for insur-
ance purposes, yacht/boat,
auto/truck change form, builder's
risk, directors and officers liability,
computer coverages, disability in-
come, and group and individual
health insurance. To order any two
copies, send $12 and a self-ad-
dressed stamped envelope to Ir.sur-
ance Checklists, P.O. Box 5224,
Jacksonville, Fla. 32247-5224.

• "Careers in Employee Bene-
fits," a new brochure describing
the employee benefits industry and
the various jobs in the field is now
available from the International

Foundation of Employee Benefit
Plans. The 28-page booklet de-

DIGITALLIKES OURPROGRAM.
It doesn't take a computer to figure out why AAU s aviation

insurance programs are unsurpassed in the industry Or why we're
the choice of so many fast-paced companies like Digital Equipment

Corporation. Simply add it up for yourself. Fast, creative under-
writing. Highly efficient claims service.Plus a 50-year reputation of

financial strength and stability. No wonder Digital Equipment
Corporation has been on-line with us since 1973.To get the com-

plete story on all our programs and how they can AIAP V
interface with your clients, contact your All*Il,

nearest AAU office. FIXING FIRM CLASS

ASSOCIATED AVLATICN UNDER\\'RITERS, 90 1OHN STREET.NY NY 100JS · A-LANTA · CHICAGO · DALLAS · DETROIT· KANSAS CITY · LOS ANGELES · SAN FRANCISCO · SEATTLE

info

scribes what a benefits career

can offer, what is required and
how to get started. It also de-
scribes the functions of benefit

managers, administrative
managers, public benefit sys-
tem directors, consultants and
other related fields. Additional

information sources also are

listed. Send $2 per copy to
IFEBP, P.O. Box 69, Brook-
field, Wis. 53008-0069.

• "Employee Decision
Patterns in a Full-Scale

Flexible Benefit Plan," a re-
print article offered by Kwa-
sha Lipton, discusses the
BASF Wyandotte Corp.'s new
'Benefits With a Choice' pro-
gram. Background on the new
program, highlights of the
communication process and
discussion of the plan's options
also are included. For a free

copy, write Department M,
Kwasha Lipton, P.O. Box 1400,
Fort Lee, N.J. 07024.

• The updated and revised
edition of the 1981 book

"Sharing the Risk" is now
available from the Insurance

Information Institute. New

sections include satellite insur-

ance, financial guarantee
funds, occupational diseases
and the new comprehensive li-
ability policy. The 192-page
book also includes a glossary of
240 insurance terms, a list of

leading insurance organiza-
tions and a list of textbooks,

periodicals and other refer-
ence works on property/casu-
alty insurance. Copies are
$4.95; $3 each for three or

more copies. Write the III,
Publications Service Center,
110 William St., New York,
N.Y. 10038.

• A comprehensive exami-
nation of pollution liability
insurance is now available in

the latest issue of "Betterley
Risk Management Com men -
tary" by D.A. Betterley Risk
Consultants Inc. Subjects in-
clude short-term trends and

what the risk manager can ex-
pect, worsening legal situa-
tions, claim denials and non-

compliance. Also, an analysis
of five pollution liability poli-
cies is included, highlighting
exclusions and restrictions and

unique coverage terminology.
Send $25 to D.A. Betterley
Risk Consultants Inc., 446
Main St., Department PL,
Worcester Plaza, Worcester,
Mass. 01608; 617-754-1704.

• A reference guide for as-
sessing the compensability of
claimed medical expenses
under the Federal Black

Lung Benefits Act is now
available from the National

Council on Compensation In-
surance. The "Miner's Instru-

ment for Entitled Reimburse-

ment" explains the legal and
scientific rationale for accept-
ing or declining compensation
for specific medical bills. The
cost is $25 for NCCI members
and $150 for non-members. To
order, write Barbara White,
NCCI, One Penn Plaza, New
York, N.Y. 10119.

.

Have a new report, booklet or
promotional brochure vou'd like
to send to buyers of insurance?
Business Insurance win describe

material costing less than $25 as
an editorial service in the Info

for Buyers column. Send a short
description of the material to be

offered, along with the cost and a
mailing address. Address all con-
tributions to Info for Buyers,
Business Insurance, 740 N. Rush

St., Chicago, Ill. 60611.



Changing market creates
new role for brokers: Miller

By LINDA J. COLLINS

SEA ISLAND, Ga.-The

tightening property/casualty
insurance market is creating
new responsibilities for insur-
ance brokers, says Lloyd's of
London Chairman Peter

North Miller.

"There is more to placing in-
surance than just driving the
hardest bargain possible for
one's client. The broker has a

responsibility to his client to
see that the insurance industry
continues to exist," Mr. Miller
told the National Assn. of In-

surance Brokers' annual meet-

ing.
Brokers in recent years have

too frequently tried to place
business at any rate due to fear
of competition and loss of busi-
ness, said Mr. Miller, former

chairman of Lloyd's broker
Thomas R. Miller & Son (In-
surance) Ltd. He said that bro-

kers should

realize and

stress to

others that

brokers, un-

- - derwriters
and clients

all need to

take a long-
term view

of the in-

Mr. Miller dustry,
rather than

focusing on short-term gains.
"We, the brokers, have a job

to do as intermediaries when

one of the parties with which
we must negotiate is in one of
three positions: either no
longer there, because he has
gone out of business or been
sacked because of losses; or en-
feebled and unable to give us
the insurance answers which

our clients require; or de-
manding prices and policy
forms which make our clients
shudder."

Turning to capacity prob-
lems created by the tightening
market, Mr. Miller noted that
Lloyd's capacity, expressed in
terms of the British pound, has
increased by 29% in 1985 over
1984.

"However, over 60% of
Lloyd's income is receivable in
United States dollars, which
have been steadily strengthen-
ing against the pound ster-
ling. . .The effective rate for
1984 for premium income limit
purposes was $1.45 equaled 1
pound, and that for 1985 is
$1.16 equals 1 pound-being
the exchange rate in each case
at the first of January."

Taking this into considera-
tion, Mr. Miller said: "One is
left with a figure of true in-
crease (in capacity at Lloyd's)
in 1985 of perhaps 15%.

"The crisis of capacity, so
much talked about, is not at
Lloyd's," he stated.

However, Mr. Miller said
that the projected shortfall in
U.S. property/casualty insur-
ance capacity, which the In-
surance Services Office has es-

timated may reach more than
$62 billion by 1987, will con-
tinue to plague insurance
buyers. "There is little or
nothing that Lloyd's can, or
indeed should, do to try to cre-
ate all the new capacity ap-
parently needed" in the U.S.
marketplace.

"Our underwriters must-
and I am sure will-remember

they are actually in business to
make a profit, and at last they
have a chance of making an
underwriting profit as well as
a profit on investment in-
come," Mr. Miller said.

The current U.S. legal climate
and current liability policies writ-
ten on occurrence forms are the

major factors deterring Lloyd's un-
derwriters from accepting certain
types of U.S. li-
ability risks A/AAIA

Mr. Miller ex- /lIlli,

plained. .....I-

"We begin to naiafeel in England
that it is not

-/./.1
possible to in- -V.--
sure liabilities 15'
in the United

States, because the legal system is
so heavily weighted against insur-
ers," he said.

"We insurers have little faith

that we shall receive justice at the
hands of the American legal sys-
tem," he added. .
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11ow does flexible spending
software fromthe companywith
the stag handle your
customized benefits?

Ask your Broker
Or call your Consultant, your Hartford Representative,
or David Washburn, Director of New Products, at (203) 683-8435. THE HARTFORD
] 1,„·1 fi,4 Specialiy Company, Hartford. CT 061 15 The Insurance People of ITT

The Homet Expanded
Boiler and Machinery Policy is

Bursting with Energy !
We've taken a consistent winner and made it even better.

Our long-term relationships with agents, brokers, and their satisfied insureds across the country prove the
point. The Home has been a stable and consistent market for Boiler and Machinery coverages for years,
providing you with the creative answers you need to close the sale.

For 1985 all systems are go at The Home. We can expand your business in three major areas of Boiler
and Machinery by providing direct Physical Damage and Business Interruption coverages, and technical
Loss Control Specialists.

The Home puts its energy where it counts.
Our comprehensive Physical Damage coverage responds to problems large or small businesses may face as
the direct result of mechanical, electrical or electronic breakdown. With this coverage, all types of boilers,
machinery and electrical equipment are protected against accidents.

We cover trouble where it starts and follow through to the finish.
The Home can keep a business alive. Our Business Interruption coverage can help reduce the devastating
impact when work stops due to a failure covered by our policy At The Home, we insure loss of profit,
continuing operating expenses, and even extend our benefits to payroll costs incurred during disruption of
your client's business.

Our network of Loss Control specialists helps solve problems.
A big part of the dynamic protection offered is the technical capability available through The Home's Loss
Control Departm@nt. Our specially trained representatives are conversant with local laws and governmen-
tal procedures. They can also provide consultation on problems related to safe operation of equipment and
assistance in expediting repairs to insured items in the event of a breakdown. These factors could be of help
to you in closing the sale-or in expanding business with your prospect or customer.

We cover today's electronics technology.

Esiy: IUZZIZ*]venggee.*YZZ;otasts:dyesbobi.rly - j #.Ef..machinery equipment using electronics as part of the control system. Because busi- ,,BA V
nesses today can suffer heavily from the failure of electronic or computer operated 4 : »f'
control equipment, our Extended Endorsement fills the gap.

9Contact The Home's Field Office nearest you for complete information --_
on our expanded Boiler and Machinery Policy. And do it today. --90..I j

The Extended Comprehensive Coverage Endorsement is owitable in Wl states except Alaska and Hawoii.

THE HOME
INSURANCE
COMPANY
59 MAIDEN LANE. NEW YORK, NY 10038

.
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1 Finance panel's Durenberger
) to fight health care tax floor

By JERRY GEISEL

WASHINGTON-Sen. David

Durenberger, R-Minn., isn't buying
the Reagan administration's pro-
posal for taxing employer-provided
health care benefits.

Under the administration's new

tax reform package, the first $10 a
month of employer contributions
for individual coverage and $25 a
month for family coverage would
be counted as taxable income to

employees (BI, June 3).
Sen. Durenberger, a key member

of the Finance Committee, favors a
health care tax cap. The Reagan
proposal must make it past the Fi-
nance Committee to become law.

"I am outraged by this approach.
I did not mince my words about it
in a note I sent to the secretary of
the treasury (James Baker) in
which I pointed out the new pro-
posal was regressive tax policy and
just plain lousy health policy," Sen.
Durenberger said.

"The taxation of health premi-
ums at the low end would. . .do

nothing to encourage more prudent
health insurance policy," he said.

Sen. Durenberger says he favors
a health care tax cap in which em-
ployees would be taxed on em-
ployer health care contributions
that exceed a certain level.

Under a bill, S. 1211, which was
introduced by Sen. Durenberger
late last month, employees would
be taxed on employer health care
contributions that exceed $100 a
month for individual coverage and
$250 a month for family coverage.

If employees know they will be

washington

taxed if employer contributions ex-
ceed a certain level, they will have
an incentive to "buy smart" and
choose lower cost plans, he said.

And when employees choose

lower cost plans that require tnem
to pay more of their health care
bills, the demand for health :,are
services will ease, he said.

Under another part of the
Durenberger bill, called the Health
Equity and Fairness Act, em-
ployer-provided health care plans
would have to offer catastrophic
protection so an employee w 3uld
not have to pay more than $3,500 in
health care expenses in one year.

The measure also would require
employers to extend health insur-
ance coverage for up to one year
after an employee stops working
for the company, although the em-
ployer could require the former
employee or dependents to pay for
the coverage.

Hearings scheduled
The Senate Commerce Commit-

tee will hold hearings on June 18
and June 25 on whether a victims'

compensation provision should be
part of federal product liability re-
form.

Backers of the victim compensa-
tion concept say a pending fec eral
product liability bill, S. 100, intro-
duced by Sen. Robert Kasten, R-
Wis., should be amended to include
a type of no-fault compensation

Call us at the telephone number most convenient for you.
Los Angeles 213/642-1999 / 800/421-2022

St. Petersburg 813/823-2666 / 800/237-6361

01»es in Boston • Chicago • Cincinnati • Dallas • Kansas City •
Ins Angeles • New York • San Francisco • St. Petersburg

plan to make it easier for accident
victims to recover damages for eco-
nomic losses such as out-of-pocket
medical expenses.

Backers of the victim compensa-
tion proposal, like Sen. Chris Dodd,
D-Conn., say a way is needed to
compensate victims in cases where
it is difficult to prove whether a
manufacturer or consumer is at

fault (BI, May 27).
Insurers, though, have opposed

the idea; they fear a flood of new
claims under a no-fault system.

Meanwhile, the Commerce Com-
mittee refused last month to send

the Kasten bill to the Senate floor

until it completed hearings on the
victim compensation concept.

The June 18 hearing will begin at
10 a.m., while the June 25 hearing
starts at 9:30 a.m. Both hearings
will be held in Room 253 of the

Russell Senate Office Building.

OSHA vacancy
The Labor Department is seek-

ing a new chief of the Occupational
Safety and Health Administration
after last month's resignation of
OSHA Chief Robert Rowland.

Mr. Rowland, who held OSHA's
top slot for 11 months, resigned
shortly after the White House Of-
fice of Government Ethics released
a report clearing him of conflict-of-
interest charges relating to stocks
he owns in various industries for

which OSHA sets health and safety
regulations.

Mr. Rowland said the release of
the report and his resignation, ef-
fective July 1, are not linked. .

STRUCTURED SFITLEMENI
BECAUSE IT'S YOUR IOB

m KEEP 1?1. CLAIMS
OUT Of coum.

rACT 1: The Rand Cor-
poration's Institute for Civil Justice reports
that payments for personal injury claims at
jury verdi:t are, on average, four times
higher than pre-verdict settlements.

FACT 2: according to the Risk Management
F6undation, the earlier a claim is followed
up, the less likely it is the claim will mal:ure
into costly and time-consuming litigation,
What do these facts have to do with Struc-

tured Senlements? Just this: Putting a struc-
ture on the table early may help keep a
claim out of court. It can offer a remarkable

settlement package for less than the value
assigned to the claim. And it provides
dependable long-term security for the plain-
tiff. In addition, Structured Settlements are
attractive to many claimants because
payments are tax-free.

Rich Carroll, or another of our equally
qualified consultants, will be pleased to at-
tend your settlement conference. As a
negotiator on your team. At no cost.

THE
STRUCTURED
SFITLEMENTS ™
COMPANY



Some people still think 401(k) plans are more trouble than
they're worth.

They dread the enrollment and installation process, the dis-
crimination testing and the complicated paperwork.

Yet with the right plan and the right support all these anxieties
can be put to rest.

At Connecticut General, a CIGNA company we not only help
you design your ideal plan, we help you get it going with on-site
enrollment and customized communication materials.

To keep it going, we help you satisfy the compliance tests.
Streamline the recordkeeping. Provide ongoing maintenance.
And while we offer a full array of investment alternatives, we're
also flexible enough to handle the recordkeeping for your com-
par*s stock or other specially funds.

WeVe already initiated over 600 plans valued in excess of 500

DOYOU HA¥E RESERVATIANS
ABOUT OPENING A 401(k)?

b

Connecticut General Life Insurance Company
a CIGNA company

million dollars. The reason this figure is so high is that we aver-
age over 80% enrollment. And that's about as enthusiastic a
response as you can get.

So now that you have no reservations, why not make one? Fill
in this coupon today It just may be the most complicated piece
of paperwork involved with your 401{1<L

-------

FRease send me more information.
Name Title

| Company |
|Address

1 City State 711 
 No. of Employees Phone Mail to: Connecticut General Life Insurance Co.

LDept.-EME:-POBEE.2975.-!19#ord. CU*124 -_______-

CIGNA
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A mSKMANAGES
ES TOMANAGE

5.
No one envies the job of a risk managen
Because planning forthe unknown is nerve-

racking. Especially in today's state of the insurance
business. And some risk managers have even more to
worry about than others. Because they try to manage
without GAB.

AtGAB, we'vebeen helping insurers face the
unknown for 100 years. We'vehelpedthem successfully
manage all kinds of claims from leaky ceilings to the likes
of Three Mile Island. And from minor back strain tomajor
chemical exposures.

Whats more, we've always made it our policy to
be over-attentive to our clients, as well as to our clients'
clients. Maybe thafs why we've become the number
one independent insurance service organization in the
country.

So call Paul Dougherty at GAB, 201-993-3790.
And have a little less to worry about

GAB
Bemusellayourmoner
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Buyers will feel reinsurance market woes
By MEG FLETCHER

CHICAGO-Insurance buyers
can expect more difficulty finding
some types of insurance and de-
sired limits because capacity in the
reinsurance market is still shrink-

ing, three reinsurance experts pre-
diet.

Treaty reinsurers will reduce the
amount of reinsurance they will
provide when treaties renew in
July-the second largest treaty re-
newal season after Jan. 1 renewals

-according to one reinsurance
brokerage executive.

The reduction in treaty reinsur-
ance capacity on July 1 renewals
will be "even more dramatic than

the first of January," says Simon
Harrap, London-based managing
director of Stewart Wrightson
(North America) Ltd.

"We see a further continuation of

problems," agreed Paul S. Mavros,
senior vp in charge of the Chicago
branch of reinsurance broker E. W.

Blanch & Co.
It's "bad news, bad news," said

Joseph W. O'Connor, Midwest re-
gional vp in Chicago for General
Reinsurance Corp.

Reinsurance capacity has shrunk
and it will continue to shrink, he
predicted.

The three reinsurance experts
spoke last month at a seminar
sponsored by The Assn. of Lloyd's
Brokers, a group of Illinois brokers
and managing general agents who
place business with Lloyd's of Lon-
don.

Already, the tightening reinsur-
ance market has had "a very swift
and direct effect" on the primary
market, said Mr. Mavros.

.

4

The reinsurance market has los:

as much as 45% of its capacity to
write facultative property reinsur-
ance, according to one estimate
cited by Mr. O'Connor.

As a result, primary insurers can
pass only a much smaller portion of
property risks to reinsurers than
previously. Insurers that don't
want to keep the risk formerly
ceded to reinsurers are cutting back
the insurance they will provide.
Thus, would-be insurance buyers
may find that for some risks there
is no insurance at any price.

Reinsurers are cutting back the
most on the amount of facultative

reinsurance they will write, espe-
cially for excess property and casu-
alty risks, Mr. O'Connor said, refer-
ring to reinsurance written for spe-
cific risks.

Reinsurers, especially major

66Commercial Lines
Automation can cut

your company's
policy processmg time

by 40%.
Maybe even more:'

Edward B. Shires. President. CLA Corp.

Our automated cost benefit model can project the
potential impact of CLA on your insurance company's
operation-in minutes. Write Ed Shires, President,
CLA Corp.,1 Riverview Square, 6 -F /9 ™
East Hartford, CT 06108. Si AT4

=

CLA Corp.JE A subsidiary ofThe Hartford Insurance Group

re-nsurers, are more willing to Dro-
vide treaty reinsurance for the so-
called working layers of coverage,
he said.

Working layers are those layers
where losses are expected, and the
losses are more predictable and less
vclat.le, Mr. O'Connor later ex-
plained.

There is a "definite" caparity
shortage in excess umbrella co.ver-
ages, Mr. Mavros noted. And, rein-
surance rates are now 40% to 6036 of

gross umbrella premiums, he noted.
Lloyd's of London underwriters
may iot be able to solve commer-
c.al insurance buyers' problerrs as
readily now as they have in the

p:st, Mr. Harrap noted.
While Lloyd's will be providing

increased capacity, it is quite pissi-
ble tha: capacity problems are
goins to hit every syndicate he
warned.

Contributing to a somev·hat
more limited capacity from syndi-
cates today is their "more responsi-
ble" attitude of reserving capacity
for bng-term customers whose
ccverage expires the second half of
the year, Mr. Harrap said.

In addition, syndicates' overall
c:pacity is limited by the weak
British pound against the dollar
and the far stricter monitoring of
premium limits by Lloyd's authori-
ties, Mr. Harrap added.

When available, reinsurance pre-
miums may be 400% of what was
paid last year, pointed out Mr. Har-
rap.

As recently as last year, rein-
surers were charging premiums
40% below those of 1977, he said.

Mr. Earrup said he is "embar-
rassed" by such wide fluctua- ions
in pr ces, which reflect the "ridicu-
lous, irrational and thoroughl:> un-
professional way" insurance and
reinsirance has been priced.

While acknowledging "a certain
symEathy for the risk managers,"
who are suffering the fallout in
higher prices and reduced ccver-
age, Mr. Harrup said "this sym-
pathy is limited."

"I have no sympathy for those
who were encouraging the switch-
ing of markets and bottom pre-
mium dollar purchasing; they
played Russian roulette witt the
industry and may have lost," Mr.
Harr.tp said.

Risk managers and primary in-
surers also will be affected by rein-
surers forcing a move toward a
claims-made policy.

To remain a viable marketplace,
it is essential for the whole industry
to move to a claims-made form

rather than occurrence form for

U.S. commercial risks, Mr. Harrap
maintained.

"Lloyd's (syndicates) have now
given notice to insurers that they
are not prepared to continue parti-
cipating in treaties in 1985 unless
there is fundamental agreement
that the original carrier is consid-
ering moving away from the exist-
ing 'occurrence' wording. . .to a
claims-made approach with a finite
defense cost protection," Mr. Har-
rup explained.

"In the general liability and
products field, the only way that
the reinsurance community should
allow the direct market to proceed
is on a claims-made, defense-costs-
inclusive, no-pollution basis," Mr.
Harrap said.

"If this is adopted, additional ca-
pacity will gradually emerge," he
predicted.

"This is bound to be an emotional

problem for many risk managers,
and yet there are definitely several
areas where clarification of the loss

date could be a decided advantage."
In addition, he said, "a claims-made
policy would give up-to-date limits
for modern-day awards," and poli-
cyholders would not have to keep
policies on file for years and years.

However, not all reinsurers who-
leheartedly endorse the Insurance
Services Office's proposed claims-
made form, according to Mr.
Mavros.

The panelists reminded the audi-
ence that the current restrictions in

capacity follow six years of overca-
pacity in reinsurance and primary
markets, from 1978 to 1984.

The marketplace quickly
changed from overeapacity to un-
dercapacity when the combination
of poor underwriting, large court
awards and lower interest rates

turned profits into losses.
All three men issued a elarion

call for a return to professionalism
and better training of insurance
personnel to help the industry re-
turn to profitability and prevent
crises from reoccurring.
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We use "A" rated paper.
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Asbestos pact isn't for reinsurers: Exec
By STACY SHAPIRO cost of cleaning up the 2,500 known awarded coverage to the policj- reinsurers obviously-and, in my next three years "

U S hazardous-waste sites at more holder in most cases, he said opinion, rightfully-still have res- Already, 17 life insurers and 15
HARROGATE, England-Rein- than $22 billion, Mr Nimmo said The Insurance Services Office ervations property/casualty insurers became

surers should analyze asbestos And, the EPA claims that there proposed revision of the CGL "While the new forms exe ude insolvent last year in the United
claims on a case-by-case basis and may be as many as 300,000 more forms--hich will oe cal-ed com- Follu.ion absolutely, they still 1 Bave States, he said
not generally support the asbestos sites that will require cleaning up mercial general liability forms- a means for primary companies to And, "some have projected that

claims-handling facility set up in the future, he added are expected to go into effect in Erovide sudden and accidental cov- as many as 35 property and casu-
under the Wellington Agreement, "The specter of billtins of dollars 1986 and will exclude from coier- erage This fault is a clear contra- alty companies will go under this
advises George S Nimmo, prest- of potential pollution liability age virtually all pollution damage ciction to what we had believed year," he said
dent of Prudential Reinsurance Co threatens to place the lion's share But, buyers will be able to pl-rchase was the intent of the absolute pol- In addition, ISO examined finan-

and chairman of the Reinsurance of cleaning up hazardous-waste pollu:ion coverage on their CGL 1.ition exclusion cial scenarios for the next three

Assn of America sites apon the ins-trace industry," policy for an additional premium "One of the solutions to the T rob- years and concluded that the capac-

Under the Wellington Agree- Mr Nimmo said But, Mr Nimmo believes :hat lem may be to make an airtight ex- tty shortfall for the next three
ment, which may be Implemented The insurance that currently is provision also should be elimi- clusiin for pollution in all CGL years combined may be $62 billion
this month, asbestos producers and most likely to apply to pollution nated, so that pollution coverage is contracts and thereby create a And, 90% of this shortfall will be in
their insurers have agreed to settle cleanuo is the compreher.sive gen- totally excluded from CGL Eolicies greater demand for an (environ- commercial lines, Mr Nimmo said
their coverage disputes and partici- eral hability policy, ne said Then, polltion risks could oe cov- Ir ental impairment liability) mar- In combining the ISO project-

pate in a claims-handling facility The current CGL form excludes ered inder a separate polizy w th a ket " he said ions with the exposures I men-

Mr Nimmo said that, in princi- coverage for all polluion damages separa:e premium, he said Finally, Mr Nimmo said U S tioned earlier, the inescapable con-
ple, "the agreement is a step in the except for that caused by "sudden "The revision of ISO's ec mmer- reinsurers are concerned about the clusion seems to be that new play-
right direction " and acidental" pollul.on But, U S cial general liability forms which capacity crunch He said he be- ers with new capacity will be

However, he said reinsurers courts have held that the pollution goes into effect in ]986 is a step in lieves "a serious capacity crinch needed in the insurance and rein-
were not included m any stage of exclusion is ambigious and have the nght direction," he said "But, ·4111 hit the industry during the surance markets," he concluded .
the development of the agreement
And, reinsurers are now concerned

what financial impact the imple-
mentation of the agreement will
have on them, he reported

"We are not opposed to the con- A ,

cept, and reinsurers are not being
negative about the agreement," Mr a '  2 8,
Nimmo told Business Insurance

4,But, we do not want to end up 44
being financiers of the agreement

"Rather than any general sup-
port of the facility, we must apply

./.
the terms of our reinsurance agree- /

ment on a case-by-case basis," Mr
Nimmo asserted

Mr Nimmo also stressed his res- 12. f,
ervations about the claims facility
in a speech to the conference of the t

Reinsurance Office Assn in Harro-
1gate earlier this spring 4

In addition, he shared with his 4 t

colleagues the U S reinsurers' fears *

1 '

about earthquake and pollution lia-
bility, and about a capacity crunch

1.

*1,1,Of the_Wellington agreement, he 1

tiated with the asbestos producers
told the ROA, "The insurers nego- 9'

- Re

without the official involvement of

the reinsurance industry
"While the proposed claims han-

dling facility would reduce the ex- X\
penses of handling claims dramati-
cally, the agreement would also 4:

..:LFI

cause the reinsurers who covered %,

these risks in the 1970s to assume a

greater share of the eventual liabil-
4 VY';

ity, even though lt excluded them 4

from negotiations " jpy*-f
The council heading the facility ./

has set up a study group of rein-

h

4/ 191

surers The study group, which met
recently for the first time, hopes to
"set up a framework for individual

ff

negotiations between cedant and
reinsurers," Mr Nimmo said

The asbestos claims-handling fa-
ellity, however, is not the only con-
cern-of U S reinsurers For exam-

ple, he said, they are concerned
about possible earthquake losses

"Most recent estimates for the

worst possible scenario-an earth- d»

quake measuring 8-plus on the W %
Richter scale along the Newport-
Inglewood fault in Los Angeles in
the middle of the afternoon- I

would result in 23,000 deaths and 1

$70 billion" in damage, he said 4
The RAA is proposing a federally 1

enacted program to create an
earthquake reinsurance corpora- f

tion to provide catastrophe protec-
tion to insurers and reinsurers (BI,
Feb 4)

The proposed corporation would
provide reinsurance for earth-
quake and related losses for a pre-

1,

mium paid by the insurers and
reinsurers The corporation's poll-
cies would be backed by the U S
governrnent

The RAA has not yet approached a ¥

Congress with the proposal, but it is /

being considered by several trade
associations, he added

Mr Nimmo continued that pollu-
$

tion risks pose an even bigger
threat than earthquakes to the re-
insurance and insurance industry

A....

A recent study by the Environ- 1.' A

mental Protection Agency puts the
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Electronic network planned for London market
By STACY SHAPIRO

HARROGATE, England-An
electronic network linking Lloyd's
of London brokers to Lloyd's un-
derwriters and the rest of the Lon-

don market by mid-1986 would
help speed payment of claims, said
A.N. Coppel, deputy chairman of
Sedgwick Group Finance & Ad-
ministration Ltd.

The proposed network, called
LINK, would serve as a kind of
electronic post office, linking bro-
kers and insurers belonging to
Lloyd's, the Institute of London
Underwriters and the Policy Sign-
ing & Accounting Centre Ltd., all
of which have central signing of-
fices to administer policies and
claims, Mr. Coppel told members of
the Reinsurance Offices Assn.

meeting in Harrogate.

Through the network, un-
derwriters would receive informa-
tion from brokers about the risks

they are being asked to underwrite,
and brokers could pass messages to
underwriters about policies and
claims without walking door to
door with the information.

"The functions performed by the
LINK network would be to route

packages of data correctly ad-
dressed to the recipients, provide
proof of dispatch and of subsequent
receipt, hold the message in the
system until the recipient is ready
to receive it and generally auto-
mate the flow of information con-

cerned with the administration of

risks placed," Mr. Coppell said.
Brokers and underwriters would

be charged on a per-message basis,
"just like paying for a stamp with a
conventional post office service,"

he said.

But, LINK would not change the
actual underwriting of risks, Mr.
Coppell said. "Underwriting will be
done on a face-to-face basis be-

tween broker and underwriter," he
said.

The idea for the LINK network

was born in 1982, after Lloyd's
then-Chairman Peter Green and

senior members of the Lloyd's
committee visited North America.

While they were in the United
States, discussions with U.S. insur-

ers, brokers and clients "high-
lighted the need for Lloyd's to
streamline its procedures, particu-
larly in the claims area," Mr. Cop-
pell said.

The Lloyd's delegation also saw
many North American insurers in-
vesting in technology.

As a result, a small study group

Early warning system
gives you 66first day"

cost control

of underwriters and brokers was

set up by Lloyd's. That group, the
Business Processing Study Group,
recently completed a feasibility
study of the network.

Among the conclusions of the
feasibility study, Mr. Coppell said,
were:

• A communications network is

technically feasible and available.
• Underwriting information

from brokers should be input by
brokers and passed through the
network to computers managed by
LINK and made available to the
underwriters. Brokers and un-

derwriters will not have direct ac-

cess to each other's computers and
data bases.

• For the network to work, the

London market must develop stan-
dard forms for such items as pre-
mium advice, treaties and claims

The time to control group health care costs
- especially on potentially large medical claims -

is before the meter starts running.

Doctor-to-doctor pre-admission review is the
most effective way yet devised to control
health care costs. Through our hospital review
program, CRITERION, doctors representing
General American consult with employees'
physicians about the need for hospitalization,
the possibility of alternativetreatment, and
the appropriate length of hospital stays.

Most insurers stop there. We don't.
Thrdugh the same process, before admis-

sion occurs, we can alsoauditthe need for a
second opinion on certain, planned surgeries.
And, specifically, we identify and make
contingency plans for those hospitaliza-
tions that appear to be long-term in nature.

So we get to all the cost control issues
right away.

WE HELP YOU MANAGE LARGE

MEDICAL CLAIMS

While employees and family members
suffer most from a senous illness, long-term
hospitalization can also prove disastrous to
employers in terms of benefit costs. Our
Large Claim Management program is a tool
to help you minimize that risk.

In this program, we work with a team of
independent medical professionals who give
the patient's welfare top priority. Comput-
ers help isolate potentially largeclaims, but
caring people suggest treatment options.

Consulting physicians who represent Gen-
eral American talk with a patient's attend-
ng physician about cost-effective. alternative

6*Top of the Market"
in employee benefits

methods of care...at home, oratan extended
care facility.

A TEAM EFFORT TO CONTROL COSTS

All concerned parties become involved
in an effort to control costs. Hospitals.
Employers. General American. And, most
important, patients and their doctors. The
patient is kept informed of alternative con-
siderationsand always makes the final deci-
sion on care.

Although large medical claims are rela-
tively infrequent, enormous amounts of
money are involved. Our early warning sys-
tem identifies big problems up front, before
the bills mount up. While exact savings are
unpredictable, we are confident that you
can save many times the program's cost if
just one employee has a serious illness.

FREE COST CONTAINMENT BROCHURE

Large Claim Management is one of our
many cost containment programs to help
you balance group benefits with the need
to control costs. For more information on

this program and a free brochure, Cost
Containment Solutions, con-
tact your consultant, agent,or D
broker; call your local General / - ...# .
American group sales off ice; 0 %4, 0

or write Bill Kuehl, Market- / 4*.** ing Director-Large Group, 0
General American, 700 0
Market Street, St. Louis,
MO 63101.

LIFE INSURANCE COMPANY

advice. The Technical Coordina-

tion Group was set up by the study
committee in 1983 to look into stan-

dardizing forms.
• Participation in the network

should be voluntary.
The Lloyd's Insurance Brokers

Committee is examining the study
and, if it approves the study, plans
will go ahead to start up the net-
work.

"The concept of a London mar-
ket network is generally well re-
ceived," Mr. Coppell said. "The
idea of being able to reduce data
entry costs, reduce duplication, re-
duce the amount of paper, provide
better information and generally
speed up processing is attractive."

One supporter of the electronic
network is the Policy Signing &
Accounting Centre, the signing of-
fice for 129 non-marine insurers

and reinsurers in the London mar-

ket.

The PSAC, which was begun in
1976, does for its non-marine mem-

bers what the Lloyd's Policy Sign-
ing Office does for Lloyd's mem-
bers: administers policies, claims
and premiums, and keeps track of
important data, like how long it
takes brokers to pay premiums to
nnennber cornpanies.

In its first year of operation,
PSAC processed $23 million
pounds ($28.8 million at current ex-
change rates) in premiums; this has
increased to 1.3 billion pounds ($1.6
billion) today, said PSAC Chair-
man Philip D. Evans, managing
director of English & American In-
surance Group P.L.C.

PSAC now operates with a mod-
ern IBM mainframe computer that
maintains a large central policy
data base containing all the entries
since 1977, Mr. Evans said.

And, members can use their own
terminals to link up with the PSAC
computer and get data base infor-
mation, Mr. Evans said. There are
15 of these terminals in 11 different

companies.
"PSAC is very well-placed to ex-

ploit quickly whatever network is
adopted," Mr. Evans said. "In short,
PSAC is ready to play, but to get
the game going we need one player
-the broking community."

Mr. Evans said the LINK net-

work would allow claims to be paid
faster and more efficiently.

"There is no question that the
present methods of non-marine
claims processing in London are
grossly wasteful of human re-
sources," he said.

"On the other hand, there is such

widespread distrust and concern in
this area that people are most un-
willing to release their individual
control of claims settlement activi-

ties.

"We believe the development of
a claims advice system which keeps
people economically and promptly
advised of all movements on claims

will, once it has been operating sue-
cessfully for a period, provide the
basis for much more streamlined

claims settlement," he said. .

Storm damages
set at $58 million

NEW YORK-Hail, wind and
tornadoes caused an estimated

$58.3 million in insured property
damage in parts of Texas and Okla-
homa on May 6-8, according to C.E.
Hermanson, vp of the Property
Services Division of American In-

surance Services Inc.

Virtually all the damage-$57.3
million-occurred in Texas. Most

of the losses were caused by exten-
sive hail damage in Lubbock and
vicinity.

The remaining $1 million in
damage occurred in yestern Okla-
homa. The storm was assigned Ca-
tastrophe Number 66'by the Insur-
ance Services Office. .



FOR SALE: PURPLE MOUNTAIN'S MAJESTY.

*'hen your employees buy U. S. Savings Bonds, they're
buying national pride. And you can't provide them with an easier
or safer way to save.

rough payroll deduction programs, you provide your
employees with the opportunity to earn competitive, market-
based rates, while contributing to personal and national security.

.- 0, encourage payro].1 deductions and join in the
Insurance Industry Savings Bond Drive. Have you ever seen a
more beautiful way to save? 4954Take f J

John J. Creedon, Insurance Industry Chairman . stoc162/
I'resident & Chief Executive OfficeI

Metropolitan Life Insurance Company inkmerica.
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tate guaranty funds not equipped to deal with current problems

By Harold M. Tract and
Donald B. Henderson Jr.

URING 1984,27 property and casualty insurancecompanies went into rehabilitation,
conservatorship, liquidation, receivership, or some
other condition of involuntary dissolution.

This number of insolvent companies was the highest

since 1975, and represented a dramatic increase over
1983, when seven companies went into some condition
of insolvency.

Of these 27 insurance companies, 22 were stock
companies, four were mutuals and one was a reciprocal
organization.

Based upon disastrous underwriting results
announced for 1984 and the number of insolvencies

reported during the early months of 1985, it appears
that the number of insolvencies in 1985 will exceed the

1984 figure.
One of the most dramatic insurer insolvencies in

recent months was Ideal Mutual Insurance Co., which

was placed first into rehabilitation and then into

liquidation by the New York Insurance Department
(BI, Jan. 14).

The New York department determined that as of

Dec. 31,1983, Ideal was $155 million short of meeting
its liabilities of $310.6 million, on a statutory basis.

The New York Department said that the insolvency
was due partly to fronting programs for
Bermuda-based captive insurers, partly to a pooling

arrangement with affiliate Optimum Insurance Co. of
Illinois and partly to increasing losses under business

produced for Ideal under managing general agency
contracts.

Ideal Mutual was admitted in all 50 states, the

District of Columbia, Puerto Rico, the Virgin Islands
and Canada.

This increasing number of insolvencies is now being
viewed in hindsight as the inevitable result of several

years of cash-flow underwriting, meaning the setting
of premiums at unrealistically low rates in order to

'The anticipated (insurer)
insolvencies during 1985, along with
the insolvencies during 1984, may

create substantial financial

difficulties for state guaranty funds.'

generate funds for investment.
Many insurance companies set rates that were

projected to be inadequate to cover even expected
losses.

With the drop in investment returns, investment
income has been unable to make up the underwriting
losses.

In addition to those companies that are in financial
difficulty due to cash flow underwriting, the
insolvency of a number of such companies also could
result in financial difficulties for companies that are

currently financially healthy, if reinsurance balances

. cannot be paid to the healthy companies because of the

insolvenices of reinsurers.

The Insurance Services Office has recently projected
that property and casualty companies are

underreserved by 10% to 15%.
As evidence of the concern over the financial

strength of the property and casualty industry, A.M.
Best Co. has announced it is instituting a new service to
give more advanced information about the financial

strength of property and casualty companies. Best's will
now publish ratings based on 1984 financial data as the
ratings are assigned, through weekly advance reports,
in addition to the "Best's Insurance Reports" which will
be published as usual in the fall.

In addition, Best's subscribers will be able to tie their

IBM personal computers into the Best's central
computer in order to get information as quickly as
possible.

The anticipated insolvencies during 1985, along with
the insolvencies during 1984, may create substantial
financial difficulties for state guaranty funds. These
funds may be inadequate to pay claims of policyholders

if a few large insurers, or a significant number of
smaller insurers, go into insolvency during 1985.

At first glance, the state funds would seem to be able
to cover almost all situations that can be reasonably

anticipated. On a nationwide basis, the financial
capacity of guaranty funds is very large. Such capacity
is estimated to have been $1.2 billion during 1982, not
including the balance in the New York fund.

This capacity can be assessed on an annual basis. In
addition to making assessments, guaranty

Continued on next page
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State guaranty funds need to be updated
Continued from preumuspage and a recommendation that each state initial liability is generally that of the definition of covered lines under the laws

funds are generally authorized to borrow that did not have a guaranty fund adopt a fund of the state of residence of the of the various states, these new products

funds with a pledge of future assessments post-assessment fund insured. Two exceptions are claims for can be covered under guaranty funds

as collateral, and such funds have Within two years, 45 states had adopted damage to property that has a permanent Many of the new insurance products
priority Over general creditors when legislation creating such a fund location and workers compensation have high policy limits, and there are
claiming assets of an insolvent insurance Under the model law, a non-profit claims, where the initial liability,s to the substantial questions as to whether these

company association is established by each state, state of the location of the property, and products, with their potential for high
However, guaranty funds are and all licensed companies in the state the state of residence of the claimant, losses, should be covered by the funds to

maintained on a state-by-state basis, and writing the specified lines of insurance to respectively the same extent as policies in traditional

the insolvency of an insurer that has a be covered by the fund are required to be The New York scheme differs lines High losses in these new lines could
substantial market share in one members somewhat from the modellaw, cause insolvencies for which the more

particular state could cause the guaranty The fund is obligated to pay covered particularly in the assessment scheme traditional insurance companies, and

fund in that state to be inadequate, claims of insolvent licensed companies, The New York fund pays ultimately their policyholders or state
particularly since the insolvent insurer limited to claims existing prior to the unreimbursed claims up to the lesser of taxpayers, would become liable, even

would not be contributing to the fund in determination of insolvency and arising policy limits or $1 million Return though the purchasers of the new

the year when the assessment is required within 30 days after that date Claims are premium claims are allowed with no products may have been substantial

This appears to be occurring in limited to the lesser of policy limits or deductible No claims are allowed by commercial accounts

Delaware in the life and accident and $300,000, (other than workers shareholders of the insolvent company In addition to new types of insurance
health lines, as the result of the compensation, for which there is no who own, directly or indirectly, a 10% or products, some insurance companies
insolvency of Tara Life Insurance Co of dollar limit) There is a deductible of $100 more interest in the company today are being required to pay losses of

America The amount of covered claims for unearned premium claims To fund the payment of these claims, the type that were not contemplated

resulting from the Tara Life insolvency Under the model law, the definition of and to provide funds for administration, when the policies were issued, such as
could exceed the annual assessment covered claims are those arising out of authorized insurers that write policies in certain types of environmental losses

capacity of the Delaware life and health insurance policies in the lines of covered lines are assessed, on a quarterly Potential losses under these new

fund Claims may be paid only over a Insurance covered by the fund, issued by basis, an amount equal to 1/2 of 1% of net theories of coverage, as well as potential

number of years, as additional a licensed insurer that becomes insolvent direct written premiums losses under these new specialized

assessments are made by the fund The fund only pays covered claims of Assessments are made to maintain a products, could lead to large
The insolvency of a larger number of unanticipated losses that could cause the

smaller insurers could similarly threaten insolvency of companies that now appear
the capacity of a state's fund 'Many of the new insurance products have high policy limits, to be financially haelthy

Property and casualty guaranty funds and there are substantial questions as to whether these The challenges to the ability of
exist in all 50 states and in the District of products, with their potential for high losses, should be guaranty funds to deal with insolvencies

Columbia, in one form or another In all
covered by the (state guaranty) funds to the same extent as are a cause for concern, not only from a

states except New York, the funds are financial standpoint, but also from the
policies in traditional lines. ,

post-assessment funds The funds can standpoint of potential federal
assess licensed companies a percentage of - intervention into the regulation of the

written premiums m that state to pay insurance industry
claims of insurers that have been insured parties who are residents of the balance for the fund before actual claims While regulation has been reserved to
declared insolvent the state, and claims involving property are made against the fund, which the states in the past, some consumer

The terms of guaranty funds can differ that is permanently located in the state distinguishes the fund from the model groups are now advocating the creation
widely For example, New York pays up The fund does not cover any claims of law and guaranty fund of every other of a federal agency to assume this
to $1 million per claim, while Illinois only insurers or reinsurers, as to subrogation state. regulatory function
pays up to $150,000 Some states pay up to recover·ies or otherwise When the model However, no assessments are made as Any failure of a guaranty fund would
$5,000 for claims of return premiums, law was adopted, the position of the long as the fund balance is at least $150 provide these groups with an effective

while other states make no payments NAIC was that insurers and reinsurers million If the fund falls below $150 argument for the creation of a federal
Guaranty funds in 22 states are should know the financial condition of million, contributions are resumed by insurance agency to assume all or part of

triggered only if a liquidation order is companies they deal with and should not those insurers writing policies in the lines the role that is now being fulfilled by the
entered Guaranty funds in the rely upon the guaranty fund. as to which payments were made during states
remaining states are triggered upon the Funds for the payment of covered the year that caused the balance to fall To protect the solvency of the guaranty
order or initiation of rehabilitation claims and the expenses of the guaranty below $150 million funds and to avoid federal regulation, the

Generally, poheyholders must go to fund are derived from assessments Earnings on the fund balance are NAIC and state legislatures should
their own states' guaranty funds if claims against licensed companies writing the divided among the guaranty fund, the consider revising guaranty fund laws to
are not paid In some instances there may covered lines These amounts are general fund of the state, and the New be more in line with the original
be questions concerning which state's collected as needed York property insurance underwriting consumer protection concepts
fund should make payments For years in which no covered claims association. As part of this revision, states should

For example, a corporation may be are paid and expenses incurred, no Earnings credited to the guaranty fund consider whether any insurance products
domiciled in one state, have its corporate assessments are made increase the principal of the fund, but are currently being written under
headquarters in another state, and have Assessments are made on a pro-rata after the fund reaches $250 million, the covered lines that are not appropriate for
losses at a branch office in third state In basis, based on the volume of net direct fund does not share in any additional coverage under a guaranty fund
such circumstances, the administrators of written premiums of licensed companies earnings In addition, the establishment of

funds in two or more states may have to on policies in covered lines of insurance In addition to the large underwriting pre-assessment funds would insure that
negotiate as to the payment of claims Some states allow assessments to be losses sustained by the property and all licensed companies would contribute

Most property/casualty guaranty funds recouped by the companies by crediting casualty industry during the past few to the funds annually, at least until the
are based upon the model law adopted by the assessments against future state years, there are several additional funds reach prescribed maximum
the National Assn of Insurance premium taxes. concerns as to the ability of guaranty amounts, rather than only those
Commissioners in 1969 Assessments in any year are limited to funds to maintain their role as the companies that are both licensed and

The model law resulted from concern 2% of net direct written premiums If guarantor of solvency for policyholders, solvent at the time that the fund is
in the insurance industry over possible claims and expenses are greater than and as to the proper roles of such funds in actrvated
federal action in the field of company total assessments for any year, unpaid the changing insurance industry A pre-assessment fund would also
insolvencies During 1966, Sen amounts are paid in future years as funds Guaranty fund legislation originally allow amounts to be invested and income

Christopher J Dodd, D-Conn., proposed become available, or as an alternative, was conceived as consumer protection for earned for the credit of the fund.
the creation of Federal Motor Vehicle the fund can borrow necessary amounts the unsophisticated average insurance These measures may assist guaranty
Guaranty Corp The response of the and repay the indebtedness out of future buyer of small financial means, who funds to continue to protect those
NAIC was the endorsement of uninsured assessments could not bear the risk of the loss that policyholders who were and are the
motor vehicle coverage Once covered claims are paid and results from an insolvent company not primary focus of protection against loss

However, in 1969, Sen Dodd again expenses incurred, the fund has priorities being able to pay claims resulting from the insolvency of an
introduced the proposal, which led as to reimbursement out of the assets of Today insurance companies are insurer

directly to the adoption of the model law the insolvent company. The fund has the writing new types of insurance, including However, no guaranty fund can
same priority as to claims that the insurance products like financial substitute for prudent business Judgment

Harold M Tract is a sentor partner and insured party would have had, and the guaranty insurance, which are not within on the part of insurers, and careful and
Donald B Henderson Jr ts a senior asso- same priority as to expenses as the the traditional concepts of insurance timely regulation and investigation by
ciate with Rein, Mound & Cotton, a New liquidator's expenses These new products are marketed to the the state regulators, which are
York law firm specializing in insurance If more than one state fund could be more sophisticated and financially secure cornerstones of the stability and security
and reinsurance zssues

liable for payment to an insured, the buyers Nevertheless, depending on the of the insurance industry

.
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Latest edition improves a good book
books & ideas"Risk Management and Insurance,"

Fifth edition

By C. Arthur Williams Jr. and
Richard M. Heins

McGraw Hill Book Co.,1221 Avenue

of the Americas, New York, N.Y.
10020

$31.95; 755 pages

By Ellen S. Feliciano

THE FIFTH EDITION of"RiskManagement and Insurance" by C.
Arthur Williams Jr. and Richard M.

Heins is, like the four previous editions,
an outstanding source of information on
risk management in an extremely
readable format.

There are several major changes in the
fifth edition as well as many minor
changes and updates.

Unlike previous editions, the book
opens with a discussion of the importance
of the study of risk management. More
emphasis is placed on the concept that

effective risk management may mean the
difference between survival and failure

of a company. It is pointed out that risk
management is a valuable topic of study
for managers in areas other than risk
management as well.

The section on the scope of risk
managers' duties has been updated to
reflect the broader scope of the job today.
A more recent survey has been
substituted for the previous one.

In the discussion of risk analysis, a
section has been added describing the
importance of on-site inspections as an
important tool in the risk analysis
process. This rectifies an important
omission from earlier editions.

Two valuable learning tools have been
added throughout the book. The first is a

definition of objectives at the beginning
of each chapter. These are very specific,
and if read carefully before and after
reading the chapter, they help to solidify
and clarify the information that is

presented.
The second learning aid is a definition

of key concepts at the end of each

chapter. Like the listing of objectives,
these key concepts with definitions are a
distinct benefit to the reader.

Many of the other changes in the book
from previous editions are less obvious,
but the reader who has studied previous
editions of the book will notice a subtle

change overall. Throughout the book,
sentences and paragraphs have been
shortened; shorter words have been

substituted for longer ones. In some cases,
material that has lesser importance has
been relegated to footnotes or omitted
entirely.

Some of the longer sections have been
broken into subsections, and as a result,
the focus of the sections is clearer. One

example of this is the sections on
coinsurance, which now has three

subsections: "How It Works,„UThe

Rationale," and "Difficulties in

Application."
The overall result is that the book,

which always was smoothly written, is
now even clearer and easier to read.

Exhibits throughout the book have
been updated to show current data. Many

examples have been altered to reflect
prices or wages more realistic in the
mid-1980s

More emphasis is placed on
quantitative methods in the practice of
risk management. A section has been
included on the "Capital Asset Pricing
Model, Portfolio Theory and Worry
Factor". The point is made that, although

there are many doubters of CAPM, it is
widely regarded by financial theorists;
therefore the serious student of risk

management should have some
familiarity with it.

Under "Tools of Risk Management,"
the discussion of Haddon's theory of
"Destructive Release of Energy" has been
totally rewritten. The examples are very
straightforward, making it simple to
grasp the concept. This is a major

improvement.
The discussion of the various funding

arrangements to support risk transfer has
been updated. An expanded discussion of
captive insurers is included.

The section on "Contract Analysis"
includes a fuller discussion of personnel
insurance than previous editions. A clear
distinction is made between life and

health insurance contracts: Life (and

disability) contracts are not contracts of
indemnity, while medical insurance
generally is.

Chapter 18, on "Property Insurance
Contracts" has been totally rewritten,
and the result is an important
improvement in the book. The chapter
opens with a detailed description of the
1943 New York standard fire policy ("the
165 lines"). Following this, various forms
and endorsements are discussed in detail.

This is an excellent addition, since many
students of risk management have had
little or no previous exposure to
insurance.

The overall organization of the two
chapters on insurance contracts is more

logical and more informative. The basics
are discussed early in each chapter,
which then moves toward discussions of

more complex forms of insurance, such
as package contracts. Throughout the two
chapters, specific terms and conditions
are defined.

The section on social insurance reflects

recent changes in Social Security, and the
discussion of issues related to Social

Security are all new, reflecting current

concerns. The issues are categorized
according to whether they affect
coverage, benefits or financing.

In the section on national health

insurance proposals, much of the detail
has been cut out, reflecting less interest at
the present time.

The section on health maintenance

organizations is virtually unchanged
from the fourth edition, despite the

growth in popularity of HMOs. Perhaps
this section will be updated in a sixth
edition.

The discussion of employee benefits
has been expanded in the area of variable
benefit plans. A discussion of savings and
thrift plans is now included.

Newer forms of life insurance are

discussed, including universal life
insurance, extralife, econoplan,

extraordinary life, joint life and flexible
premium variable life.

The section on Individual Retirement

Accounts has been updated to reflect the
liberalization of the laws in 1982.

The increasing trend toward insurance
companies in financial service
combinations has been reflected in the

chapter on selection of an insurer. The
new designations of Chartered Financial
Consultant (ChFC) and Certified

Financial Planner (CFP) have been
included in the sources of information

section on "Selection of a Broker."

International risk management is
discussed in much greater depth in this
edition, reflecting the increasing growth
of international and multinational

companies.

Special emphasis is placed on the

increased difficulties of risk analysis in
international risk management.

Overall, this new edition of "Risk

Management and Insurance" is greatly
improved, not just updated. Even more
than in the past, the book is
well-organized and well written.

This has always been one of the best
sources of information on risk

management, and this edition will
continue the tradition.

Ellen S. Feliciano is a

risk management con-

sultant in Chicago.

Suicide can be compensable, court rules
In a case of first impression, the Supreme Court of

Montana ruled that suicide is compensable under the
Workers' Compensation Act if a compensable injury
produces mental derangement and the latter produces
suicide.

On Jan. 8, 1974, Raymond Campbell seriously injured
his back while working for Young Motor Co. The back
injury led to two surgeries. However, Mr. Campbell
still was unable to work for 21/2 years after being

injured.
During the time he was unable to work, Mr.

Campbell abused alcohol daily and was depressed most
of the time. Pain medication did not relieve the pain,
but he claimed that alcohol did. He returned to work on

his original job, but his pain-and his
drinking-continued.

He became more and more withdrawn. His marriage
began to deteriorate because of his drinking. He was

hospitalized for alcohol treatment for four days, but he
quit drinking for only one month.

He switched to a new employer as a truck driver. His
family life continued to deteriorate, and his wife and
children left him.

These abstracts were prepared by Cases Unlimited Inc.
A copy of an entire decision may be obtained by sending
a check for $5 made out to Cases Unlimited to Business
Insurance, 740 N. Rush St., Chicago Ill. 60611. List the
number for each opinion.

legal briefs

On or about Jan. 10, 1979, Mr. Campbell committed
suicide, leaving a note to his mother implying that his
reason for suicide was the loss of his wife to another.

Mrs. Campbell, his widow, filed for compensation
benefits. The Compensation Court awarded benefits.

On appeal, the employer argued that the suicide was
of personal origin and was a superceding intervening
cause as a matter of law.

The appellate court said that no jurisdictions

recognize suicide as an intentional act that
automatically breaks the chain of causation to defeat a
claim for death benefits.

The court believed that the employer's argument

adopted "too hard and fast a rule on the dynamics of
cause and effect." The court concluded that it was more

reasonable to look to see if the suicide arose out of

severe pain and despair that resulted from a
compensable injury to such a degree as to override
normal and rational judgment.

The court was satisfied that Mr. Campbell's
industrial accident was a substantial contributing cause
of his suicide, thus warranting workers compensation
benefits to his widow. Campbell v. Young Motor Co.,
Supreme Court of Montana, June 28, 1984
(BI/04/Ju.-$5)
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'Off-duty' driver's injuries compensable
A truck driver who, while seated in the cab of a

truck at a delivery point, was struck by a pipe and shot
by an assailant, was acting within the course of his
employment regardless of whether he had logged on-
or off-duty, a North Carolina appellate court ruled.

Robert Hobgood drove a truck for Anchor Motor
Freight delivering new cars to various cities. After he
had made a delivery in Goldsboro, N.C., he logged in as
"off-duty" until he continued to a second city the next
day.

However, while he was still in the Goldsboro

delivery site and seated in the truck, he was shot in the

head by an assailant. Mr. Hobgood filed a claim for
benefits, which were awarded.

The appellate court said that an employee, like Mr.
Hobgood, whose work entails travel away from the
employer's premises, acts within the course of his

employment continuously during the trip, unless there
was proof of a "distinct" or "total" departure on a
personal errand.

Since Mr. Hobgood was still in his employer's truck
at the time of the injury, the appellate court said it was

irrevelant whether he was logged on- or off-duty. The
award was affirmed. Hobgood u. Anchor Motor Freight,

Court of Appeals of North Carolina, June 5, 1984
(BI/05/Ju.-$5)
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-* Employefp Reinsurance Corporation

comings & goings: buyers

M.A. Hanna Co. taps McCoy
to head insurance division

Dan A. McCoy, 43, has been
named president of the Insurance
Services Division of the M.A.

Hanna Co. in Cleveland. Mr.

McCoy will join the company June
28 with responsibility for risk man-
agement for the company and coor-
dinating all insurance consulting
and management services provided
to clients. He replaces Richard
Ausbrook, who resigned for per-
sonal reasons. Mr. McCoy will re-
port to John S. Pyke Jr., vp and
corporate secretary of Hanna. Mr.
McCoy received a bachelor of sci-
ence from Illinois Wesleyan Uni-
versity in 1964 and a master's in
business adminstration, specializ-

Riskisapartof
everyone's Hfe.

'Ib Dan Bridges it's more than a job.

It's his life. To most everyone else, it's

crazy.

Dan Bridges has been rodeoing for

a long time. And he's very good. He's

had his bumps and bmises, but as he

got better, they got fewer So what

seems dangerous and risky to many

people is a carefully calculated, con-

trolled situation for him. Just another

day at the office.

At ERC, we're in a risk oriented

business. Every day offers another set

of potentially disasterolls situations.

But because that's our business, and

our clients depend on us, risk must

be accepted.

Yet just like Dan Bridges, we're

not careless or foolish. WI're careful,

precise, and under control.

Just another day at the office.

5200 Metcalf, Overland Park, Kansas 66201

Atlanta Boston Chicago Columbus Houston
Los Angeles New York San Francisco Bronto

ing in risk management and insur-
ance, from Indiana University in
1966. He has the Chartered Life
Underwriter and Associate in Risk

Management designations.
***

Richard H. Wagner, 41, has
been appointed executive director
of compensation and benefits for
Estee Lauder Inc. in New York.

Mr. Wagner is responsible for the
design and administration of all
compensation and benefits plans.
He reports to Thomas Moorhead,
senior vp of corporate affairs, and
replaces Alexander A. Stanich,
who is now vp of employee rela-
tions at the Equitable Life Assur-
ance Society of the United States in
New York. Mr. Wagner had been a
principal in compensation consult-
ing for The Wyatt Co. in New
York. He earned a bachelor of arts

in English from the College of the
Holy Cross in Worcester, Mass., in
1965 and an executive master's de-

gree in business administration
from Southern Methodist Univer-

sity in Dallas in 1978.
***

John P. Lenihan, 31, has been
named risk manager for Jaguar
Cars Inc. in Leonia, N.J. In this
new position, he is responsible for
placing property/casualty insur-
ance, coordinating product liability
cases with Jaguar's investigation
service and supervising warranty
litigation. He reports to Edward J.
McCauley, vp of finance and ad-
ministration. He had been insur-

ance and safety manager for the
Grand Union Co. in Elmwood

Park, N.J. He received a bachelor
of arts degree in business adminis-
tration from William Paterson Col-

lege in Wayne, N.J. in 1976. He is
an Associate in Risk Management
and a member of the Risk & Insur-

ance Management Society.
***

Michael E. Murkey, 36, has
been promoted to director of risk
management for the Hilton Hotels
Corp. in Beverly Hills, Calif. He is
responsible for administering the
company's property/casualty in-
surance programs. He replaces and
reports to John S. Surabian Jr.,
who was promoted to vp of risk
management. Mr. Murkey had
been risk manager for the Hilton
and will retain those responsibili-
ties. He earned a bachelor of sci-

ence degree in business administra-
tion from California State Univer-

sity and a master's degree in busi-
ness administration from

Pepperdine University.
***

Thomas Southworth, 40, has
been named chief of the risk man-

agement division of Montgomery
County, Md. He is responsible for
the county's self-insurance, prop-
erty/casualty, employee safety and
loss-control programs. He reports
to Max Bohnstedt, director of fi-
nance, and replaces Robert Peter,
who retired. Mr. Southworth had

been risk manager for the state of
Maryland's National Park & Plan-
ning Commission. He received a
bachelor of arts degree in econom-
ics from Hobart and William Smith
Colleges in Geneva, N.Y.,in 1967
and a master's degree in business
administration, specializing in in-
surance and risk management, in
1976 from Temple University. He
has the Associate in Risk Manag-
ment designation.

We'd like to report on staff changes in
your company's risk management,
safety or employee benefits depart-
ment. Just drop a note to Diane Kas-
tiet, Business Insurance, 740 N. Rush
St., Chicago, m. 60611, or call 312-649-
5393. Please send a photograph, too.
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As one of the leading
sources for claims-made spe-
cialty casualty and professional
liability, we have shared the
same troubled climate with the

rest of the insurance industry.
Through it all, however, we
have always practiced under-
writing and risk coverage one
way: For profit. With profes-
sionalism and expertise.

As a result, while many
others have come and gone, we
have been able to maintain con-

tinuity for most of our cover-
ages. Today, Shand, Morahan
remains an active market for

several difficult-to-place cover-
ages including medical/hospital
malpractice and architects and
engineers E&0. And we are
eager to consider just about any
exposure in the area of
miscellaneous E&0.

We have the stability.
We have the coverages. And
most important, we have the
know-how and the confidence

to say "yes."

Shand, Morahan
& Company, Inc.
Shand Morahan Plaza

Evanston, IL 60201
(312) 866-2800
Telex 72-4328
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U.S. underwriting losses felt worldwide
By STACY SHAPIRO

LONDON-The impact of underwriting
losses in the United States is being felt all
over the world, according to international
insurance and risk managers.

These losses, affecting rates and capacity
for liability coverage in other world mar-
kets, were discussed by insurance and risk
managers at the Assn. of Insurance & Risk
Managers in Industry & Commerce confer-
ence in London on May 15-16.

British risk managers-whose loss rec-
ords are fairly low compared with their
American counterparts-say that this lack
of capacity has made it difficult for them to
complete their excess liability coverages.

Some risk managers are finding only half
the limits of liability coverage they had
been able to find, said Terry Sparkes, for-
mer AIRMIC chairman and insurance man-

ager for Metal Box P LC.
Also, British companies that either have

American subsidiaries or export goods to
America are finding it difficult to find cov-
erage for these U.S. exposures, said Mr.
Sparkes, whose company has 40 factories in
the United States.

Insurers also are canceling coverage mid-
term in the United States, he said. "It will

be interesting to see July 1 renewals."
"Premiums are hardening, particularly

on the liability side," added David Pollock,

AIRMIC cnairman and insurance risk man-

ager for Scottish & Newcastle Breweries.
Those paying higher premiums for their

U.S. liability risks include pharmaceutical
and chemical Jompanies, he said.

-Underwriting losses in the U.S. are
likely to affect the whole world market,"
Mr. Sparkes said. pointing out U.S courts
award much higher damages in liability
cases than do foreign courts.

Foreign risk managers are having more
trouble dealing with this situation than are
their American counterparts, who have
lived with U.S. liability exposures for many
years and have designed their programs to
accommodate them, pointed out Richard
Hackenburg, president of the Risk & Insur-
ance Management Society in New York.

"The problems in the U.K. (and Europe)
are more oriented to property risks and
property insurance programs. They are not
involved heavily in the casualty areas like
their U.S. counterparts. But the explosion of.
liability costs has impacted local U.K.
needs. And, yes, indirectly, they are im-
pacted by what happens in the U.S.," he
said.

Liability awards made in the U.S. courts
also have made American companies more
aware of the need to use risk management
techniques tc protect corporate assets, Mr.
Hackenb.irg added.

Many risk managers at the conference

Time is the

all progress

expressed concern about the current capac-
ity crunch and high rates that have come
with the abrupt hardening of the market.

Harry Purchase, group marketing diree-
tor of Stewart Wrightson Insurance Brok-
ing Group, pointed out that not too long ago
rates were moving downward 30% to 40% a
year. And, rates for all-risk packages for in-
dustrial accounts were being quoted at 1
cent for every $100 of insured value, less a
15% special discount.

"We were probably only a stone's throw
away from the day when we gave our cli-
ents a box of chocolates with the renewal

documents," Mr. Purchase said.

"I suppose we all believed that the brakes
would be applied gradually, that the market
would bottom out and then the price in-
creases would begin in earnest."

But, nearly everyone was surprised that
the market seemed to turn almost over-

night, he said.
Mr. Purchase pointed out that the insur-

ance market started to harden when rein-

surance companies pulled out of under-
writing certain classes of business,
particularly in the casualty field.

But, Alan Preston, director and chief ex-

ecutive of Victory Reinsurance Co. Ltd.,
said reinsurers have had to raise their rates

and cut back on their lines and limits.

"We have been trying to keep in the mar-
ket and live in the market. But the situation

scale on which
, is measured
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During our span, of years , i Group's managing agency arm.
we've seen it all. Good times, . -__ _ 1 / Operative in all states, we're flexible,
bad times, soft markets, hard innovative and professionally equipped to
markets, the works. Times, markets serve you from 24 strategically located,
and underwriting managers inevitably change, full-service locations. Our capacity has seldom
but we're still here; serving an ever-increasing been stretched.

family of producers and facilities in the prac- Now, as it has in the past and will in the
ticed, proven ways that have contributed to future, Sayre & Toso remains anxious to serve
our steady, positive growth for 80 years. your changing commercial insurance needs.
Measured by time, we've been consistently
found to be first among special risk under-
writers in the nation. SPECIAL RISK UNDERWRITERS FOR 80 YEARSgegr Sayre 82'R)so, Inc.

We're Sayre & Toso, Inc., Mission Insurance  MEMBER. MISSION INSURANCE GROUR INC.

NATIONAL SALES OFFICES: Los Angelis •San Francisco • Sacramento • Fresno • Orange • Phoenix

Seattle · Portland · Denver · Dallas ·Houston · Minneapolis · Milwaukee • Detroit · Chicago • St. Louis • Cleveland
New Orleans · Atlanta · Tampa · Charlotte · Philadelphia · New York · Morristown · Boston

is so acute that we must hike (rates) quickly
or go under, which is happening to some
right now. After 40 years, we are saying to
some clients that we cannot bleed any-
more."

In his prepared remarks, Mr. Preston
said: "I think it will be some time before

insurers find their way back to profitabil-
ity, but more selective underwriting, more
work in the field of risk management and
loss control and disaster planning may well
reinstate some of the ailing profits. Rein-
surers will be more cautious, certainly no
less than their clients, to grant the wide-
ranging treaties of the past."

Many European risk managers are con-
sidering captives as a risk management tool,
AIRMIC members said. But, reinsurers no
longer give captives lower rates than pri-
mary insurers, as many used to.

Mr. Preston said, "I am quite happy to
deal with a captive as I deal with other
(ceding companies). I hesitate to give a
lesser charge."

Still, Mr. Hackenburg noted, "the insur-
ance market will continue to be cyclical."

"There are patterns for loosening in the
future. It will happen. . .but (now) you must
belly up to the bar and pay those premi-
ums," he said.

More than 250 British insurance and risk

managers, reinsurers, insurers and brokers
attended the two-day conference. .

Kidnap, extortion coverage
doesn't add to crime: Expert

By STACY SHAPIRO

LONDON-Buying kidnap and ransom insurance or product extor-
tion coverage does not encourage the crime, a security expert says.

Although concern has been expressed by governments and law en-
forcement agencies that these insurance coverages might encourage
kidnappers and extortionists, "insurance has not led to the increase of
crime," said Nigel Churton of Control Risks Ltd. in London.

In fact, companies with insurance are probably more aware of the
risks and take greater precautions, he said.

He told the members of the Assn. of Insurance & Risk Managers in
Industry & Commerce at their conference last month in London that

that there are more than 350 kidnappings a year worldwide involving Y
corporate personnel. ,

"A kidnapping will place new strains on corporate management,"
Mr. Churton said. "The company will be dominated by the safety of
the hostage; the commercial impact on the company-limiting the
financial and operational damage caused by the kidnapping; and the
implications on society."

Therefore, companies must be prepared for the kidnapping of exec-
utives and should have a security plan in place, Mr. Churton said.

A security plan that addresses kidnapping and ransom situations
also can address product extortion situations, he added.

The plan should include setting up a crisis management committee
and coordinating team to work together throughout the kidnapping,
said Mr. Churton.

The coordinating team should be based at the corporate headquar-
ters and be led by the company chairman or chief executive, a senior
vp and/or legal advisers and finance executives. Executives in the
international or public relations departments also can play a role.

The crisis committee should be based at the site of the kidnapping
and should include a senior local executive, a representative from
corporate headquarters, legal counsel, a negotiator and possibly a se-
curity consultant.

The crisis committee should find someone to talk to the kidnapper,
negotiate tactics, give a day-to-day risk assessment to corporate head-
quarters, look after the victim's family, deliver the ransom and be
responsible for taking the victim out of the country after release.

A senior executive should be assigned to head each of these com- 1
mittees all throughout the kidnapping situation, Mr. Churton said. i

He added that, before a kidnapping occurs, a company should de-
cide how it would answer key questions, including whether the com-
pany would pay a ransom and whether, if the ransom were paid
quickly, the company would be encouraging future abductions.

"How much will you pay? How long will you sit there negotiating?
What are the long-term implications? How should the team be con-
trolled?" he asked.

Mr. Churton also said companies must determine which of their
personnel are most likely to be targets of a kidnapper and then take
measures to prevent abduction.

If a kidnapping occurs, a company might have to consider finding
someone else in the company to take over the kidnapped victim's
corporate responsibilities.

"And what condition will he be in when he is freed? Will he be fit

to come back to work?" asked Mr. Churton.

During a kidnapping situation, the company must make sure the
kidnap victim's family members stay in control, and don't release
delicate information vital to the negotiations, said Mr. Churton.

In the case of extortion attempts involving product tampering, he
said, companies should know how to go about recalling its product
and how to deal with local police. And, the company should be ready
with press releases and public statements.

Finally, he said, company employees should know how to handle a
product extortion or ransom demand made over the telephone. "The
operator shouldn't switch the call all over the company." m
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year's survey sample was more rep- annual sales, had a 7 5% increase in an average of 7:6 for risk managers to $5,329 in 1984 from $5,060 in $66,590 in 1984 from $69,200 in
resentative-and yielded more ac- total compensation in 1984 Their frcm companies with annual sales 1983 1983 However, bonuses increasedcurate data-than last year's average base salary rose 11 5%, to of $501 million -0 $1 billion, the .n- • Among risk managers at com- 34 2% to $7,980 in 1984 from $5,945
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also a senior vp at Logic, said the ever, this was offset by a drop of Total compersation increased to in annual sales, total compensation In 1983, risk managers in this cat-
modest salary increases were "Just 30% in their average bonus, to $55,351 in 1984, from $51,744 in increased 6 7% in 1984, to $68,707 egory reported a 62% increase in
a reflection of the economy " $3,259 in 1984 from $4,660 in 1983 1983 Base :alaI es were i-p 62%, to from $64,416 Total compensation total compensation"The amounts of raises that were • In the category of $201 million $5.,584 from $68,576, ani bonuses for this group had increased 7 2% in However, only 61 risk managersgiven out were more in line with to $500 million in annual sales, risk were up 1895,to $3,767 from 1983 over 1982 responded in this category thisthe general growth of the economy managers had an increase in total $3,168
and the Inflation rate," he said Ii 1984, base salaries rose 5 5%, to year, while only 49 reponses were

compensation of 71%, to $52,586 m • Total compensation for r sk $61,771 from $58,551 in 1983, and Continued on net pageBoth Mr Meyers and Mr Perry
agree that risk manager's salaries
are likely to increase more in 1985

First, Mr Perry says, the general
employment picture for risk man-
agers has changed

"It's a different type of Job mar-
ket in risk management today How to design a more
There are fewer people out of Jobs, efficient flexible
and it is going from an employer's
market to an employee's market compensation plan.

"We may see raises going up,
more from a person making a move
(to another company) than from Draw on Peat Marwick's
staying in his own company If peo-
ple are going to make a move, it unequalled tax experience
will require a prospectve employer
to do more for the individual than and our computer systems
two years ago, when so many peo- and human resources
ple were out of work," he said

And, Mr Perry and Mr Meyers expertise.
emphasized that the tightening
commercial property/casualty
market is making risk managers The future ofcompensation is to be flexible
more valuable to their companies The benefits to employees are obvious Re-

Companies are being faced with
cently, however, questions have arisen abouthigher premiums and retentions

and, in some cases, are having trou- the tax implications ofsome programs
ble finding coverage at all

"What happens now is that mid- The question is this Can a flexible compensa-
dle and upper management are ** dr If : 2 6 4 tion plan be developed that complies withlk-

saying to themselves, 'Holy cowp," - 44
- the tax code, and at the same time helps man-

Mr Meyers said "They are won-
dering, 'Do I have the proper per- agement control rising costs?

son'9" to negotiate coverage 2,8 ·.,0 4 >*, .In addition, he said, "Companies The answer ts yes And Peat Marwick is
that have functioned without a risk uniquely qualified to do it Drawing on a tax

V,4 umanager now are saying, 'Maybe I 1 U services department with unsurpassed expert-
ought to have someone who lS ence, we are also at the forefront ofcomputer
going to have some immediate ded-
ication to my firm ' systems development and human resources

-

"The bottom line is that the hard consulting It is with the synergistic combina-
marketplace, in effect, has made non of these skills that we work with you to
the hiring marketplace more viable create an efficient flexible compensation pro-
for the risk manager," he said gram specifically designed to mtegrate with

And, Mr Perry added, "We will
probably see m next year's survey your overall business strategy
even higher salaries because of
what is going on in the marketplace Flexible compensation ts only one ofthe
today The quality clients are look-

I 'l

r' '1, . services offered by Peat Marwick's Human
ing for is getting higher " I .. . Resources Consultants Others include

Mr Meyers pointed out that, rf ' P j t' 't\ 'a. ' : 4 '1 , \ 4 executive compensation, employee benefits
when measured against the huge 2.

increases in the cost of coverage, , 2.7 - 94 I , and personnel services
%companies will find it more cost-ef- :

fective to pay higher salaries for Peat Marwick has Just completed an in-depth
their risk managers ».I f analysis of flexible compensation planning in

"The Justification is definitely A : 550 companies For a free copy ofthe executive
there" for higher salaries, Mr .=./twifjz , i r:,:. 1/-,C .-i summary ofthis study, send in the coupon4 IPerry agreed :.{ f iThis year, 917 risk managers an- below, or call 800-344-3600 (in Illinois

/

swered the survey, for a response r pr 800-328-4200)

rate of 31% Responses are grouped
I.

t
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according to the sales reported by '
----

rl #. I 1

/respondents' companies Mail to Peat, Marwick, Mitchell & Co,
As in prior years, large industrial : AM ·· ' f 18 345 Park Avenue, Box FC, New York, NY 10154

states were most-represented in the
*
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survey This year, 74% of the re- Name

sponses came from California, Con- . 1 .-k 5,9
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Title
-

Michigan, New York, New Jersey, t.35'/
Company

Ohio, Pennsylvania and Texas

cluded more responses from risk

Address

However, this year's survey in- City

-*'11%&-tZwF Statemanagers at larger companies In Zlp
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the 1983 survey, 68% of the re- ..,

.sponses came from risk managers
at companies with less than $1

only 59% of the responses came t

billion in annual sales This year, f.
-- 5 *8*r

pling is the best in the survey's

PEAT

from the smaller companies .
MARWICK

Mr Meyers said this year's sam-
l Accounting and Auditing/

.

four-year history 3 Tax Services/Management Consulting/
He said the survey sample in- Private Business Advisory Services

cluded more risk managers from
larger companies and more better-
known risk managers .

..'= , -1The survey's goal, he said, is to 1 --91NMeNT

"make it as close to a realistic as-
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Risk managers' benefits generally improve
Risk managers at larger com-

panies are more likely to have bet-
ter benefits than those at smaller

firms, but risk managers at ali sizes
of companies generally are getting
improved benefits, according to the

Logic Associates 1984 Risk Manage-
ment Compensation Survey.

The study looked at four· corpo-

rate benefits: company car, stock
options, pension plans and corn-
pany-paid life insurance.

Although benefits for risk man-

agers generally improved in 1984,
the survey revealed that some ben-

Salary data
Continued from prez,ious page
received in 1983.

• A drop in bonuses accounted
for the decrease of 2.3% in total

compensation for risk managers at
the largest companies, with more
than $7 billion in sales. Their base
salaries actually rose 0.5%, to
$75,295 in 1984 from $74,877 in

1983. But, bonuses fell 17.8%, to
$11,367 from $13,836 in 1983.

Risk managers in this category
were the only ones to report a de-
cline in total compensation in the
1983 survey, when their total com-
pensation fell 9.2% from 1982.

Only 38 responses were received
in this category, and only 24 were
received in 1983.

The survey showed few geogra-
phical trends among the 10 large
industrial states that made up the
bulk of the respondents.

For comparison, it is enlighten-
ing to look at responses among
companies with $201 million to
$500 million in annual sales and
with $500 million to $1 billion in
annual sales, which were the big-
gest response categories.

Six of the 10 largest states-Cali-
fornia, Connecticut, Michigan, New
Jersey, New York and Texas-re-
ported average total compensation
for risk managers in the $201 mil-
lion to $500 million sales category
that was higher than the national
average of $52,586.

The highest total compensation
in this category-$63,626-was re-
ported in Connecticut,.

Illinois. Massachusetts, Ohio and

Pennsylvania reported total com-
pensation below the national aver-
age for risk managers in this cate-
gory. The lowest-$36,305-was re-
ported in Illinois.

Among risk managers at corn-
panies with $501 million to $1
billion in sales, five of the 10 largest
states reported total compensation
above the national average of
$55,351. The states were Illinois,
Ohio, Connecticut, Texas and Cali-

fornia, which reported the highest
total compensation for this cate-
gory-$64,120.

New York, New Jersey, Michi-
gan, Pennsylvania and Massachu-
setts reported total compensation
lower than the national average for
risk managers in the $501 million to
$1 billion category. The lowest total
in this category-$45,309-was re-
ported in Pennsylvania.

The highest total compensation
in this year's survey was reported
by the risk manager of a New Jer-
sey conglomerate with more than
$7 billion in annual sales. He or she
took home $157,800 in total com-

pensation in 1984-$106,000 in base
salary and $51,800 in bonus.

The second-highest compensa-

tion was reported by the risk man-
ager of a Connecticut utility with
more than $7 billion in annual

sales. That risk manager made
$101.000 in base salary and $45,000
in bonus in 1984, for a total of

$146,000 in compensation.

Copies of the survey can be pur-
chased for $60 from Logic Associ-
ates. 170 Broadway. Suite 1708, New
York, N.Y. 10038: Attention: Risk

Management.

efits had been Ut back.

For instance, according to tne
survey, risk managers at smaller
companies are n)w much less
likely to have a com pany car.

In 1983, a whopping 41% of tne
risk managers at companies with
annual sales volumps of up to $200
million reported th Ey had a com-
pany car. But, this percentage
plummeted tc 12.9% by 1984.

However, more risk managers
among the largest companies sir-
veyed-with more than $7 billion
in annual sales-had company cars

...

in 1984. Some 23.1% reported re-
ceiving that benefit in 1984 com-
pared with 18% -n 1983. But, the
small nimber of respondents in
this category could skew the dara.

Amcng risk managers at com-
panies with annual sales of 5201
million to $500 million, these with

company cars also rose slightly, tc
19.6% from 19% in 1983.

The percentage of risk managers
with company cars declined in the
other size categories. For example.
at firms with $1 billion to $2 oillion
in sale., i. fell to 11.7% from 15%.

At companies with $2 oil.ion to
$4 billion in sales, :he percentage of
risk managers with a ec,mpan> car
fell by more than half, to 10.236 in
1984 frorn 22% in 1983.

But, survey respondents across
the board were more likely tc get
stook options in 1934 than in 1933.

At companies with ip to 3200
mi_lion in sales, 33.7% had a stock

option in 1984, cimpared with 23%

in 1983. Companies with the largest
sales volume a.so saw a large in-
crease in this benefit: So:ne 65.4%

of rhe risk managers gos this bene-

'Qi .1,

fit in 1984, up from 40% in 1983.
At companies with $201 million

to $500 million in sales, 40.2% of the
risk managers reported a stock op-
tion in 1984, compared with 37% in
1983. At companies with $501 mil-
lion to $1 billion in sales, the per-
centage with stock options in-
creased to 40% in 1984 from 36%.

Some 53.2% of risk managers at
companies with $1 billion to $2
billion in sales had a stock option in
1984, compared with 48% in 1983.
At companies with $2 billion to $4

Continued on next page
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Continued fTom previous page
billion in sales, 49.2% received op-
tions in 1984, up from 44%.

Overall, more risk managers had
a pension plan in 1984. And, like in
1983, larger companies were more
likely to offer 2 plan.

At the smallest companies, with
less than $200 million in sales, the
percentage of risk managers cov-
ered by a pension plan increased to
93.5% in 1984 from 81% in 1983.

Again, the second-largest percent-
age increase in pension plan cover-
age-to 100% from 90%-was
among the largest companies.

All the respondents at companies
with $4 billion to $7 billion in sales
also were covered by a pension
plan in 1984, ur.changed from 1983.

Among risk managers at com-
panies with $501 million to $1
billion in sales, 95.6% had a pension
Flan in 1984, up from 92%. And,
98.3% at companies with sales of $2
billion to 54 billion tad a pension
Flan in 1984, up from 98%.

But, the percentage of risk man-
agers with pension plans dropped
in two categories. At companies
with $1 billion to $2 billion in sales,
k fell to 92.2% in 1984 from 96%.

And, only 87% of the. risk manag-
ers at compan:es with $201 million
'o $500 million in sales had a pen-
sion plan in 1934, down from 89%.

Life insurance benefits for some

risk managers improved last year,
out those in some categories re-
Dorted less generous life insurance.

In 1983, risk managers in all
seven categories reported com-
pany-paid life insurance equal to
twice their salary. In 1984, risk
managers in five categories had
more life insurance, but those in

two categories had less.
Employer-provided life insur-

ance declined in 1984 at companies
with $201 million to $500 million in
sales and those with $501 million to
$1 billion in sales. In both cases, it
fell to 1.98 times salary.

The biggest increase in the risk
manager's life insurance benefit
was at companies with $1 billion to
$2 billion in sales, where coverage
rose to 2.81 times salary.

Other hikes ranged from 2.03
times salary to 2.27 times salary. .
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Women in risk management

Company sales

0-$200 million

$201-$500 million

$501 million-$1 billion

$1 -$2 billion

$2-$4 billion

$4-$7 billion

more than $7 billion

Source: Logic Associates

Many happy
returm.
If you're not getting all the returns you
deserve from your rehabilitation dollar,
switch to the leader: IRA.

IRA pioneered America's first private
rehabilitation service 14 years ago. Since
then, we've handled over 170,000 different
cases. No one else even comes close to our

depth of experience.

So IRA knows what works. And what doesn't.

Today, we're building on that experience to
offer a wide range of services unmatched in
the industry. Flexible services that respond
to the needs of each individual claim. Plus
the convenience and cost efficiency of 110
local offices nationwide.

That's leadership. That's IRA.

Why settle for less?

For more information, contact your local
International Rehabilitation Associates office
or call toll free 800-IRA-HELR In Alaska or
Hawaii, call collect 215-687-9450. Or write:
IRA, 985 Old Eagle School Rd., Wayne, PA
19087.

IRA.
Rehabilitation
that works.

*
international rehabilitation associates, inc.
An Intracorp Company

Percent women

risk managers

9.7%

9.7%

7.8%

7.8%

6.8%

9.9%

11.5%

Number of women

risk managers

10 Out of 104

21 out of 218

17 out of 219

13 out of 162

8 out of 115

6 out of 61

4 out of 38

Chart: Amy Palmer

Survey profile
Continued from page 3
their colleagues at the largest com-
panies is 46-50 years old.

However, the median age in all
five other sales yolume categories
is the same: 41-45 years old.

In a change from last year's sur-
vey, which indicated that more
women were risk managers at
smaller companies, this year's
study shows the highest percentage
of women risk managers at the
largest companies.

At companies with more than $7
billion in sales, 11.5% of the risk

managers are women, up from 4.6%
last year. And, at companies with
$4 billion to $7 billion in sales, 9.9%
are women, compared with 6.1% in
1983.

However, the relatively small
number of respondents in these
corporate categories allows a large
margin for error.

The lowest percentage of women
risk managers-6.8%-was re-
ported among companies with $2
billion to $4 billion in sales.

The percentage of women risk
managers was 7.8% at companies
with $501 million to $1 billion in
sales and at companies with $1
billion to $2 billion in sales.

And, the two smallest sales vol-
ume categories-up to $200 million
and $201 million to $500 million-
each reported that 9.7% of their risk
managers are women.

Risk managers at larger com-
panies also are more likely to have
more years of risk management ex-
perience and are more likely to
have spent more years with the
same company.

In addition, risk managers in the
two smallest sales volume categor-
ies have more years with their our-
rent employer than they have
years of risk management experi-
ence, suggesting that they held an-
other position at the company be-
fore they joined the risk manage-
ment department.

Risk managers at the smallest
companies have an average of 9.55
years of risk management experi-
ence and an average of 10.16 years
with the same employer.

Risk managers at companies with
from $201 million to $500 million in

sales have an average of 8.55 years
of risk management experience
and an average of 9.32 years with
their current employer.

Risk managers at companies with
from $501 million to $1 billion in

sales have an average of 12.6 years
of risk management experience
and an average of 11.8 years with
the same company. In the $1 billion
to $2 billion category, risk manag-
ers report an average of 11.8 years

Continued on nezt page

Next week

Coverage of the Logic As-
sociates 1984 Risk Manage-
ment Compensation Survey
will conclude next week in

Business Insurance, with a

look at the makeup and
duties of risk management
departments at companies of
various sizes.
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AD CLOSING: TUESDAY, JUNE 11

business
insurance

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

ADVANCED CLAIMS
PROCESSING SYSTEM

Wbat if *
you had to change your coinsurance and deductible
amounts to meet your benefit objectives?

H/Wl berep bow...

a large energy exploration con-panv in Houston answered
this question. As a user of the ARC Claims Processing,
they ran ARC's Instant Replay feature against their
Claims history. A surprising answer was revealed. Thev
only had to ch-an e the coinsurance amounts to reach thefr
objectives. No c ange in deductibles was necessary. How
long did it take to tlnd the answer? One day!

More than a Claims Processing System
A SOLUTION FOR SELF ADMINISTRATION

ARC HEALTH SERVICES, INC.
16775 Addison Road

Dallas, Texas 75248
(214) 248-6241

Video taped system demonstration available on request

Survey profiles risk managers
Continued from previous page
experience and 10.6 years with their current employer.

And, at companies with $2 billion to $4 billion in sales, risk managers
reported they have 13.5 years experience and 12.3 years of service with
their company.

The most years of service with the same employer-13.33-were re-
ported by risk managers at companies with $4 billion to $7 billion in sales.
These risk managers also reported an average of 13.67 years risk manage-
ment experience.

Risk managers at the largest companies had slightly more years risk
management experience-13.69-but they had been with their current
employer only for an average of 11.62 years.

The vast majority of risk managers are married, and no trend in-marital
status emerges according to size of company.

At the smallest companies, 87.1% of the risk managers are married, 6.6%
are single, and 6.5% are divorced. At the largest companies, 88.5% are mar-
ried, 7.7% are single and 3.8% are divorced.

The highest percentage of married risk managers was reported at com-
panies with $4 billion to $7 billion in sales, where 93.9% are married and
6.1% are divorced.

The lowest percentage of married risk managers-and the highest per-
centage of divorces-was reported at companies with $201 million to $500
million in sales: 78.3% of the risk managers are married, 10.9% are single,
and 10.8% are divorced.

At companies with $501 million to $1 billion in sales, 85.6% are married,
8.9% are single, and 5.5% are divorced. Some 85.7% of risk managers at
companies with $1 billion to $2 billion in sales are married, 5.2% are single,
and 9.1% are divorced.

At companies with $2 billion to $4 billion in sales, 89.8% of the risk
managers are married, 6.8% are single, and 3.4% are divorced.

Risk managers in all categories reported an educational level slightly
above a bachelor's degree.

To measure a risk manager's level of education, the survey used a rank-
ing system, assigning a ranking of 1 for no degree, 2 for a bachelor's de-
gree, 3 for a master's degree and 4 for a law degree.

The highest educational level-2.5 on the 4-point scale-was reported by
risk managers at companies with $4 billion to $7 billion in sales. Risk
managers at companies with more than $7 billion in sales reported the
lowest educational level, an average of 2.1 on the scale.

However, the small number of respondents in these categories may
make this data suspect.

Risk managers at companies with up to $200 million in sales reported an
average education rank of 2.4, as did those at companies with $2 billion to
$4 billion in sales.

The rank was 2.3 for risk managers at companies with $201 million to
$500 million in sales.

And, the ranking was 2.2 for risk managers at companies with $501
million to $1 billion in sales and for those at companies with $1 billion to $2
billion in sales. •
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Day care cover
Continued from page 2
geles-has terminated its Kinder
Cover day care insurance program,
leaving "hundreds of centers"
without a market as their policies
come up for renewal this year, said
Joel Lubin, a partner in Lubin,
Schwarz & Goldman of Troy,
Mich., the broker for the program.

He was "trying to nail down an-
other market" late last week.

The National Assn. for the Edu-

cation of ¥oung Children,.a· day
care trade association with 47,000
members, saw its association-spon-
sored liability insurance program
canceled last year by Granite State
Insurance Co., a unit of American
International Group.

It is working out the details of a
new insurance program to be un-
derwritten by CIGNA.

BMF Marketing Insurance Ser-
vices of Sherman Oaks, Calif.,
which also places day care center
insurance programs, is looking for
a new market to replace Mission
Insurance Co. BMF Executive Vp
Joseph Silverman says he does not
expect Mission to remain in the day
care market.

A Mission spokesman would not
comment on the insurer's plans.

Meanwhile, Fireman's Fund In-
surance Cos., which was a smaller
market for day care liability insur-
ance, also has ceased writing the
coverage.

And, American States Insurance
Co. in Indianapolis, St. Paul Fire &
Marine Insurance Co. and Hartford
Insurance Co. are severely re-
stricting the coverage they will
provide.

Although day. care center liabil-
ity insurance represents less than
1% of American States' total pre-
mium volume, it issued new under-
writing guidelines for day care cen-
ters earlier this year.

The insurer now requires that
centers be located only in buildings
designed specifically for use as day
care centers and that play areas be
enclosed with chain-link fencing.
The insurer also requiresa child-
to-staff ratio of 3-to-1 for infants
and 4-to-1 for toddlers.

Currently, only three states-
Kansas, Massachusetts and Wiscon-
sin-have such strict licensing re-
quirements for infant care, and
only' four have these standards for
toddlers.

In the past five years, St. Paul
has increased its base rate for day
care liability insurance by almost
100%, while its property insurance
rates for the same centers have re-
mained the same.

For centers in Los Angeles, for
example, liability rates increased to
$27 per 100 square feet of space in
October 1984 from $15 per 100
square feet in 1980.

In the Minneapolis/St. Paul area,
rates rose to $33 per 100 square feet
at the end of 1984, from $17 per 100
square feet in 1980.

In California, "almost all centers
or day care agencies are seeing in-
credible increases in the liability
premiums," says Carol Stevenson,
director of the Child Care Law
Center in San Francisco.

"We've heard of a number of
programs in Orange County that
have closed because of the insur-

ance problem," she added.
In Michigan, a survey of the

state's 2,488 licensed day care cen-
ters generated cries for help from
directors "telling us their liability
policies are being canceled or not
renewed," said Bill Hankins, pro-
gram manager of day care services
for the state Office of Children and
Youth Services.

Even Kindercare, which is the
largest for-profit day care business
in the United States, is feeling the
pinch.

The premiums for Kindercare's
"very high limits of liability have
not been immune to market condi-

tions," said Tom Scott, president of
Insurance Management Inc. of
Kansas City, Mo., Kindercare's bro-

ker.

Kindercare's program is under-
'written·by Maryland Casualty Co.

Insurers say ·high losses they
have experienced on the day care
insurance they underwrote ·in-
fluenced their decisions to cease or

restrict underwriting.
Fireman's Fund in Novato,

Calif., for example, wrote $200,000
in premiums for day care liability
coverage in 1984 and paid $250,000
in losses, a spokesman said.

Some insurers complain that day
care center liability insurance was
sorely underpriced during the re-
cent soft insurance market so rates
needed to be hiked now.

Centers·got liability limits of
$250,000 to $1 million "for little
more than the cost of a home-

owner's policy," said Marc ·H.'·Ro-
senberg, vp-federal affairs for the
Insurance Information Institute.

"When you read about day care
centers' liability premiums being
incr.eased from $400 a year to
$1,200, you can't help but think
there's a great number of commer-
cial enterprises that would be
thrilled with those rates," Mr. Ro-
senberg said.

But, day care supporters point
out few commercial enterprises op-
erate on the shoestring budgets
common in the day care industry.
For example, in 1983 day care cen-
ter employees were paid an aver-
age of $168 a week, according to the
most recent records of the Bureau
of Labor Statistics.

Except for the large day care
chains-like Kindercare which had

net income of $160 million in 1984
-most of the estimated 20 million

children in day care in the United
States are in non-profit centers as-
sociated with churches or other

community-based organizations.
Brokers and child-care profes-

sionals further contend insurers are

over-reacting by canceling policies
and raising rates.

"If underwriters want to look at

spread of risk, we've got it in day
care," said BMF's Mr. Silverman.
"But, all they can see is the long tail
of. liability, beeause we're dealing
with, for the most part, kids under
5 years old. They can file a lawsuit
until they reach the age of major-
ity. That long a statute of limita-
tions makes insurers very ner-
VOUS."

Recent reports of sexual abuse in
day care centers in Florida and
California also has caused many in-
surers-like St. Paul and CIGNA-

to exclude from coverage any
claims arising from alleged physi-
cal or sexual abuse.

But.brokers counter that the loss

experience of most day care centers
has been very good ·and that. few
child-abuse claims have been filed.

"'We've arranged coverage for
family day care homes for seven .
years and added day care centers in
1983, and in that time there has
only been one loss that exceeded
$325,000," said Mr. Silverman.

"I've arranged liability insurance
for 1,000 day care providers in the
past seven years, and the only seri-
ous claim was for $20,000 for plastic
surgery resulting from a dog bite,"
said Evans Brown, principal of the
Independent Insurance Center in
Okemos, Mich., an insurance
agency.

"Insurance companies can't jus-
tify their actions based on the
claims data that's available," said
Alan LaRue, manager of special
projects for Work/Family Direct-
ions, a Boston child care consultant.

"There's no question that they
have very little historic data on in-
stances of child abuse or settle-

ments of child abuse claims origin-
ating from day care centers," he
added.

"Decisions are being made on the
basis of concern over publicity
rather than on anything actuarial,"
charges James Strickland, execu-
tive director of Child Inc., an Aus-
tin, Texas, child care agency that
administers 13 day care centers in
Texas. All the Child Inc. centers

have liability coverage with
American States Insurance Co.

Mr. Strickland, who also heads a
task force on insurance for the
Child Care Action Campaign, met
with AIG Chairman Maurice R.
Greenberg last month, and Mr.
Greenberg agreed to lend AIG's as-
sistance in collecting loss data on
day care liability claims.

Earlier this spring, Mr. Strick-
land wrote to'·insurance commis-

sioners in all 50 states requesting
such loss information. "So far the

response I'mgetting is, 'We don't
keep information like that. .,

One possible solution to the lack
6f day care liability insurance, Mr.
Strickland said, is "some sort of
captive arrangement." But, he eau-
tioned, a captive insurance com-
pany should be viewed "only as a
short-term solution."

Another possible sdlution to the
liability insurance problem. is state
legislation, Mr. Strickland said.
"We could seek legal limits on lia-
bility or lobby the states to establish
assigned risk pools to cover day
care centers," he said.

Day care centers also can miti-
gate their liability insurance prob-
lems by purchasing both an acci-
dent policy for 'the center's chil-
dren and a liability policy for the
center, said BMF's Mr. Silverman.

An acceident policy :that will
cover expenses related to ·a child's
injuries often will dissuade the par-
ents from suing the center.

The BMF program currently un-
derwritten by Mission · includes a
medical reimbursement plan un-
derwritten by AIG Life Insurance
Co. The plan has limits of $10,0-00
per occurrence and no deductible.

The proposed new CIGNA policy
sponsored by the National Assn. for
the Education of Young Children
also includes accident coverage un-
derwritten by Hartford.

The CIGNA program also in-
cludes tight underwriting. stan-
dards. For example, CIGNA will
not insure any center that is not ac-
credited by the association under a
program to begin this summer.

To be eligible for accreditation, a
day care program will have to be of
sufficient size in number of ehil-

dren cared for and available space,
been in operation at least one year
and meet appropriate state and
local licensing requirements and
health and safety standards.

Staff members also must meet

educational and experience stan-
dards.
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There's a
new name

in reinsurance:

.rm 88
Excess and Tteaty Management Corpora-
tion has changed·its name to St. Paul Re.

What does this mean to ceding companies
and insurance intermediaries.P The name

change itself means very little, because
since mid-1982 we have been a member of

the St. Paul family, and have been acting
as the reinsurance underwriter for St.

Paul Fire and Marine on property, casu-
alty and ocean marine lines-both in
domestic and foreign markets.

What is very important, though,is that
the new name reflects the financial

strength and fim commitment of the St.
Paul Companies, to provide the insurance
industry with a strong and experienced
reinsurance market.

St. Paul Re assumes business in its

affiliated company, St. Paul Fire and
Marine Insurance Company, which has an
A +, XV Best's rating and is licensed in
all states and Canada. ,-w.1_A

86{Illl®
SI PAUL REINSURANCEMANAGEMENT CORPORATION

90 lohn Street, New York, NY 10038 / 212/619-2200
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Mission Risk Management Services, a member of the
Mission Insurance Group, specializes in captive fronting,
self-insured plans and specialty programs, nationally.
Fronting is on an unbundled basis and our offshore
subsidiary may be used as a rent-a-captive.

MISSION RISK

MANAGEMENT SERVICES

Professionals in Captive, Self-Insurance and

Specialty Programs
2600 Wilshire Boulevard

Los Angeles, California 90057

(213) 381-6811

44 MEMBER, MISSION INSURANCE GROUP
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Group plan to cover birth of septuplets
Patricia Frustaci, the California

woman who last month gave birth
to septuplets, has group health in-
surance coverage that will pay all
but $1,000 of the medical expenses
associated with the birth, which

may total as much as $700,000.
Mrs. Frustaci's medical bills will

be paid by the New York Life In-
surance Co., which writes group
health insurance provided by her
husband's employer, the John R.
Bermingham Co. Inc., a manufac-
turer's representative in Buena
Park, Calif.

The health plan for the eight-
employee firm is administered by
Coordinated Benefit Plans Inc., a

multiemployer trust headquartered
in Tampa, Fla. The plan is fully in-
sured with New York Life; the

MET does not pay any benefits.

Executive Placement

Nationwide specialists in

COMPENSATION & BENEFITS
V.I.P. RESOURCES, INC.

278 Crafton Avenue

Slaten Island, NY 10314

(718) 494-6725 Joseph Gross

benefit beat

According to Charles Lynch,
MET account executive for New

York Life, the group plan requires
a $250 per-person deductible, with
a family maximum of $500, and a
20% col)ayment on the the first
$2,500 exceeding the deductible.
After that, the plan pays 100% of
expenses.

Although Mr. Lynch could not
say how much :he Frustaci family's
hospital bills will total, he did say
that "it could be the largest health
claim we've ever paid in group."

Mr. Frustaci tas been quoted as
estimating the :otal cost at $700,000,
based on information he received

from couples who also had multiple
births.

Alfred Hansen, an assistant vp at
New York Life, agreed that
$700,000 is a "reasonable" estimate.
"I've seen triplets born, and they've
had costs upwards of $300,000," he
said. "So ($700.*0) is reasonable."

Mr. Lynch said the claim will be
paid in full, despite the fact that
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They work har*they handle their positions
theyimpress their managers

They're New York City youth, age 16 to 21,
looking for summer jobs. They're pre-
screened to your job specifications. And
though they may be rookies, their potential
is enormous.

Employers, call 212-578-JOBS. Youth, 
call 212-578-KIDS. 

Spomoid by the New York City Fhtnership, Int. Newtalentforyourteam.

Mrs: Frustaci took fertility drugs,
which have Seen linked to multiple
births.

"That's what insurance is for,"

Mr. Lynch said. "Just because she
took a fertility drug and had a mul-
tiple birth, that's no reason why we
would not pay a claim or would cut
back on coverage."

Under Bermingham's health care
plan, Mr. Frustaci paid half the
$223.14 monthly premium for de-
pendent coverage; the company
paid the balance, as well as the en-
tire $132.95. monthly premium for
Mr. Frustaci's coverage.

Bethlehem Steel deal

An agreement reached between
Bethlehem Steel Corp. and its non-
union retirees under which the re-

tirees' contributions to health in-

surance premiums are capped for
life took effect June 1, says the at-
torney representing the retirees.

Retirees' attorney Richard E.
Moot, with the Buffalo law firm

Moot & Sprague, says Judge John
T. Elfvin gave his final approval to
the settlement April 29, and no one
objected during the 30 day-period
allowed for appeal, which ended
May 31.

Under the settlement agreement,
retirees pay $11 a month for health
care premiums if the retirees are
under age 65 and $6 a month if they
are 65 or over; Bethlehem may not
increase this premium contribution
at any time (BI, March 18).

Retirees took Bethlehem Steel to

court after its previous plan, which
had paid 100% of all medical ccsts,
was replaced in April 1984 with an-
other plan that featured premium
contribution, deductible and copay-
ment provisions.

The retirees won the first round

in September, when Judge Elfvin
ruled that Bethlehem Steel did not

have the right to modify the re-
tirees' health benefits because re-

tirees were clearly told they were
entitled to the benefits for life. The

agreement reached with Bethle-
hem Steel combines elements of

the old and new plans.

Plan termination

Another property/casualty in-
surance company has told the fed-
eral Pension Benefit Guaranty
Corp. that it intends to terminate
an overfunded pension plan.

Crum & Forster Inc. says it will
terminate its 27-year-old defined
benefit plan and recapture, before
expenses, $52.8 million in excess
assets. The plan is overfunded be-
cause of favorable investment re-

sults. Most, if not all, of the excess
assets will be added to policyholder
surplus, a spokesman said.

The termination of the plan,
which has 9,114 participants, is part
of a restructuring of the company's
benefit programs. A flexible bene-
fits plan will be offered and the
company is adding a 401(k) salary
reduction feature to an existing
savings plan. Crum & Forster also
will set up a new defined benefit
plan to replace the terminated
plan.

Crum & Forster will purchase
annuities to guarantee benefits to
participants in the terminated plan.

Other property/casualty insurers
that are terminating overfunded
pension plans and the excess funds
that they expect to recapture in-
clude Fireman's Fund Insurance

Co., $120 million; Wausau Insur-
ance Cos., $109.4 million; Chubb

Corp., $87.5 million; The Home In-
surance Co., $65 million; Commer-
cial Union Insurance Co., $50 mil-

lion; and American Mutual Liabil-
ity Insurance Co.,$20 million.

.

Benefit beat keeps benefit managers
informed on what other companies
are doing and of current develop-
ments in the employee benefit field,
We'd like to know if you've made any
changes. Write Diane Kastiel, Busi-
ness Insurance, 740 N. Rush St., Chi-
cago, Ill. 60611; 312-649-5393.

New England Re withdraws
from facultative reinsurance

New England Reinsurance Corp.
in Boston no longer will write fa-
cultative reinsurance to concen-

trate on treaty business, its man-
agement has announced.

Graves D. Hewitt, chief execu-

tive officer of New England Re's
parent and manager, Cameron &
Colby Co. [nc., said New England
Re's facultative business-repre-
senting about $5 million in reinsur-
ance contracts-would·be run off

gradually. The reinsurer has not
accepted any new facultative busi-
ness since -an. 1.

Both companies are affiliates of
Hartford Insurance Group.

Mr. Hewitt said the company's
annual facultative. reinsurance pre-
miums amounted to less than

$800,000 at the start of 1985 and
represented less than 3% of Ca-
meron & Colby's total reinsurance
business.

The mcve was prompted by
"general market conditions and se-
nior management's decision to con-
centrate its business captial in

markets

treaty reinsurance," surplus lines
and excess insurance operations,
Mr. Hewitt said.

He said the withdrawal from the
facultative market should have a

"minimal impact" on market ca-
pacity, because New England Re
has been reducing its facultative
business gradually since 1983.

Work comp HMO
A St. Paul, Minn.-based provider

of specialized care for the elderly is
marketing what is believed to be
the first health maintenance orga-
nization specializing in workers
compensation cases.

CompPlus, which went on the
market last month, already has al-
most 10 clients-all employers that
self-insure their workers compen-
sation coverage. The new HMO
hopes to have a contract with an in-

THIS IS THE PLACE

t<£7171 FOR LONG-TERM
fllillil AUTO LEASI NG

/ INSURANCE.
*-/' Be sure. Take advantage of our extensive
experience with this difficult-to-place business Designed

specifically for the automobile leasing/rental industry, our
program saves you time, cuts yourcosts, satisfies yourcus-
tomers. We do the work, you get the credit!

• Lessors Excess.Liability • Primary Physical Damage
• Lessors Contingent Liability • Primary Liability Coverages
• Contingent Physical Damage • Interim Car Coverages

• Residual Value Insurance

| PAIGE-RUANE, INC.
IL ILI INSURANCE

We indite your The Irwin Building
inquir, and your 460 N. Gulph Road

business.Writeor King of Prussia PA 19406cal Ron Ruane.
(215) 265-4170

Physical Damage by

*lotors Insurance

The hifirance Peopletrom General Motor: .

surer by this summer, and other
workers compensation insurers
have expressed an interest, said
Jerry Nye, director.

Mr. Nye said the HMO's goal is a
savings of between 15%-25% in both
medical and indemnity workers
compensation costs.

CompPlus is a prepaid system of
coordinated care and case manage-
ment that begins immediately
when a worker is injured and con-
tinues through rehabilitation. Su-
pervisors at the job site are trained
to step in immediately after an ac-
cident and direct injured workers
to the employer's designated work-
ers compensation physicians and
hospitals, he said.

Because state laws allow employ-
ees to go wherever they wish after
a workplace injury, use of this
HMO is not mandatory, Mr. Nye
said. In those instances where in-

jured workers seek medical care
from their own physicians, Comp-
Plus will manage the cases on a
fee-for-service basis.

CompPlus also offers enhanced
occupational health communica-
tion, supervisory training on early
intervention in the care of injured
employees, employee education
programs, claims administration
services, follow-up audits and com-
patible services for out-of-network
claims.

Some seven hospitals and 600
health care practitioners, including
chiropractors, work with the
CompPlus HMO. Occupational
health specialists form the core of
the program, Mr. Nye said.

CompPlus is a program of Senior
Health Plan Inc., a corporation
sponsored by three Minnesota
health care providers: St. Paul-
Ramsey Medical Center; Health
Central System, a subsidiary of
Health Central Corp.; and the Am-
herst H. Wilder Foundation.

For more information contact

CompPlus, 315 Iris Park Place, St.
Paul, Minn. 55104; 612-647-0406: .



RIMS opposes adoption of new CGL forms
By MICHAEL BRADFORD leviate many of their problems They may be made policies will be locked into one insurer divine the fact that if insurers have their

right However, the burden lS passed back to unless they purchase tail coverage This isn't way, occurrence coverage will be as difficult
NEW YORK-The Risk & Insurance Man- the insurance buyer," he said insurance, it's legal blackmail " to obtain as parts for a 1938 Ford Numerous

agement Society opposes the adoption of the Mr Harkavy also criticized a provision in Also, the new claims-made policy would carriers have stated that they will no longer
Insurance Services Office's proposed com- the proposed claims-made form that would only worsen an already desperately clogged offer occurrence coverage on most lines "
nercial general liability forms, even though allow the insured to buy an extended report- civil Justice system, he said The claims-made RIMS believes that "clearly, only the inter-
RIMS worked with ISO when it designed the ing period or "tail" en- -_ form would encourage policyholders to solicit ests of the insurer are served by these pro-
Eorms dorsement to avoid gaps in  the timely filing of claims against themselves posed CGL changes," Mr Harkavy said

Jon Harkavy, director of governmental af- coverage caused by can- or their insurers in order to guarantee in- "Until the legitimate needs of the insurance-
fairs for RIMS, noted at a hearing held by the cellation or non-renewal demnification and "will only exacerbate the buying public and potential claimants are
New York Insurance Department last month The new CGL policies already high level of-insurer/policyholder also accommodated, RIMS urges the New
.he society's participation in the drafting pro- would carry a 30-day can- -1.Y' # j litigation," Mr Harkavy said York Insurance Department to reject the
cess does not translate into approval of the cellation clause and an au- m t__- A..= He remarked that ISO's "non-insurance new ISO CGL formats "
new CGL forms, particularly the claims- tomatic 60-day mini-tall if , Ill approach to insurance" is not limited to the RIMS President Richard Hackenburg said
made form the coverage is canceled  claims-made policy, because both the occur- last week that while ISO was open to RIMS'

The new forms and the "manner and speed That means policyholders  /5 .jliM renee and claims-made forms "virtually suggestions during drafting of the forms, "In
inder which they are to be implemented will would have 90 days from F//AF L.6..Alltil eliminate all pollution coverage from general the end we felt we had to come out and make
have a devastating impact on policyholders notice of cancellation to Mr. Harkavy liability policies " a definitive statement about the form "
and potential claimants," Mr Harkavy said file claims under a claims- He said RIMS knows underwriting en- He expressed concern that the new policy
at the hearing made policy vironmental impairment liability coverages would affect the ability of risk managers to

The proposed forms "serve only the inter- The tail endorsement would cover any is difficult, but added, "excluding such cover- do their Jobs "There is a lack of broad-based
ests of the insurer, with little or no concern claims that occurred between the retroactive age entirely from the CGL form is not a legit- information on how it will be Implemented
Is to the impact that these changes will have date of the claims-made policy and the pol- imate insurer response Surely, ISO has suffi- and used and how it will impact on risk man-
)n the insured," he added iey's expiration date, even if the claims are clent resources to draft 'sudden and acciden- agers "

Mr Harkavy noted that ISO's decision to not reported during the policy period tal' language which, while restricting cover- Mr Hackenburg said of ISO's attempts to
iraft a claims-made form was a result of in- However, the premium for the extended age, will not eliminate it altogether " win quick acceptance of its proposed forms,
surers' problems underwriting long-tail risks, tail could amount to as much as 200% of the Mr Harkavy also noted that ISO counters "What we've got going is a freight train It's
tike asbestos exposures premium for the final year of the claims- criticism of the claims-made form by saying building momentum What we've got to do lS

"There are those insurers who contend made policy, Mr Harkavy pointed out the occurrence form will still exist But, he slow that freight train down A lot of people
that coverage on a claims-made basis may al- "Buyers who purchase the new claims- said "It takes no great insurance analyst to have to be more educated "

CGL approval
Tont:nued from page 2 commissioner and president of the costs within policy limits claims-made form would signifi- confusion about when coverage
he -tremendous concern"ex- National Assn of Insurance Com- • Solicit views of risk managers cantly affect capacity" was triggered for the long-tail
)ressed by agents, brokers, insurers missioners, said New York's deci- of government agencies within the However, Richard Winchester, a risks
md buyers sion will have somewhat of a ripple state that buy general hability in- past president of the Professional As for educating consumers, Mr

Any decision by the New York effect because of the number of surance, particularly with respect Insurance Agents of New York and Mattera said Liberty Mutual has al-
Lepartment would not have in- large insurance buyers throughout to the elimination of pollution cov- a now a member of the board of the ready formed a "transition team"
luenced Maryland's choice to ap- the country that have New York erage National Assn of Professional In- that will help buyers and the in-
)rove the forms, and there will be operations • Deny approval of the forms surance Agents, heralded the surer's own employees understand
70 second-guessing the decision, "It will be important from that unless ISO provides an assurance claims-made policy as a way to ease the claims-made policy
Mr Muhl added standpoint," he said Companies that the occurrence form will be capacity problems while offering a Mr Mattera said Liberty Mutual

"We work to our own drum with New York operations "will available at reasonable rates financial advantage to insurance will still offer occurrence policies,
ere" have a number of details to work • Schedule more hearings if ISO buyers during the first years they but added that the occurrence form

Mr Muhl said approval of the out" after the state announces its contends the new forms are a fi- are covered by the form would be kept in the insurer's "hip
21aims-made form was neccessary decision, said Mr Foudree without nancial necessity The hearings We feel the new policy will pocket "
o ensure that Insurers would con- elaborating would determine what financial avoid an availability crisis pri- "We intend to have both avail-

inue to write long-tail risks in Iowa has approved the ISO problems call for a claims-made marily based on the refusal of rein- able but will aggressively market
Maryland forms, said Mr Foudree, as part of form and would investigate other surance companies to continue the claims-made form " The occur-

"The claims-made form places "a determined effort" to control solutions to these problems writing contracts covering occur- renee form, he added, won't be
he insurer in a better position of pricing for long-tail risks • Require that the new forms, if renee policies," said Mr Winches- used "unless we have to "
ot having to get out a crystal ball "Some argue that (the new form) approved, be accompanied by a ter Theodore Bayer, vp of line oper-
And predict what prices are going is only buying time That may be. comprehensive explanation of the However, Mr Winchester also ations at ISO, who was given time
o be 20 to 30 years down the road," But it is very likely that we will see differences between the new forms suggested that the Insurance De- at the beginning of the hearing to
,aid Mr Muhl some adjustments later " and existing CGL policies partment should make sure buyers briefly highlight the proposed

"We have Insurance companies Although ISO reports that its James W March, executive are well-educated in the differ- forms, appeared again after other
Mnd reinsurers that are taking a new forms have been approved by director and counsel of the Insur- ences between the occurrence and parties had testified
rerrible beating The claims-made at least 27 states, at least one state is ance Brokers' Assn of New York, the claims-made forms Implementation of the new
form puts them into the position of balking at approving the forms also expressed disappointment with In addition, he said, "We also claims-made form is "absolutely es-
iust having to project one year into North Carolina has twice re- the ISO proposal suggest that the buyer sign a state- sential to re-establish a healthy
Mhe future " Jected the claims-made form m sep- "It appears that ISO is merely ment that he has been fully in- property/casualty marketplace,"

However, Mr Muhl also admit- arate filings by ISO, and a state In- attempting to avoid any unpredict- formed of the implications of his Mr Bayer said "We clearly have a
ted that, with the advent of the surance Department spokesman ability," Mr March testified "We choice" and understands the differ- situation that cannot persist "
]1aims-made form, the occurrence said the matter "is still under do not regard the solution to be a ences in the forms He said the pollution liability ex-
version of the CGL contract will study " simple transfer of uncertainty from Others who testified in support of , clusions in the proposed forms
Likely become a dinosaur The spokesman would not sa) the underwriter to the insured " the proposed claims-made form in- were "essential to put this poten-

"Unless there is a dramatic specifically what the North Caro- While the proposed claims-made cluded Paul Mattera, assistant tially ruinous coverage on a ratio-
hange in the tort system," said Mr lina department objects to, but he form would help alleviate insurers counsel at Liberty Mutual Insur- nal basis It should be defined in
Muhl, the occurrence form "will did say that one of the disapprovals problems by allowing them to un- ance Co in Boston, who remarked one place and covered or ex-
Eall by the wayside in a couple of was caused in part by a so-called derwrite with greater predictabil- "The ISO claims-made policy is the cluded "
years " Changes in the legal sys- "90-day deemer," a state law that ity and would initially cost less only sensible solution to price- "The purpose of all this is not to
tem, like the implementation of says any filing not acted on by the than an occurrence form, Mr making problems " cut back the amount of protection
'aps on damage awards, would be department within 90 days is March said the claims-made form The form's hallmark, said Mr We're trying to design a standard,
neccessary for the occurrence form deemed approved would eventually cost as much as Mattera, is "the rate of certainty of continuous scope of coverage, one
to survive, he added Disapproving the form to avoid an occurrence form because rates the trigger of coverage " He pre- and only one policy that will

Illinois Insurance Commissioner the automatic acceptance was a would rise as the probability of dicted the form would eliminate apply," he said
John Washburn said he will hold way to give the North Carolina de- claims being filed became greater
hearings on the proposed forms partment more time to study the He said the new form could be

later this summer While he said he form, he noted, adding the depart- harmful to an unsophisticated Bill prompts rash of malpractice suits
ts paying attention to New York's ment is still studying the proposed buyer who might not fully under- SPRINGFIELD, Ill -In response to an agreement reached last month
and other states' decisions, Mr forms stand policy wording on proposed legislation to restrict medical malpractice htigation, attorneys
Washburn doesn't think their ac- At last month's hearing in New Mr March pointed out that his in Illinois are scrambling to file malpractice suits
Lions will influence the Illinois de- York, which was not required by association has established a task Throughout the state, huge increases are being reported in the number
partment law but was held as an educational force to analyze and evaluate the of medical malpractice suits filed in the last two weeks, since Republican

"It is a major change," Mr Wash- forum for the Insurance Depart- form and iS offering its assistance to and Democratic legislative leaders proposed legislation that includes many
ourn said of the claims-made form ment, various representatives of in- ISO "in whatever way lS deemed provisions backed by the medical profession
'We will be looking closely at how surance buyers-including RIMS- appropriate " The legislation-S B 1200-was passed by the House Judiciary Commit-
it will impact the industry, how it is voiced strong opposition to the pro- David F Lambert III, executive tee and sent to the House floor for a vote last week
to be presented and what its actual posed claims-made form director of the National Assn of In- The bill would

effect will be " Eugene Anderson, an attorney surance Brokers, said the NAIB ' • Limit attorneys' contingency fees to one-third of the first $150,000 of
Among other states that have not who often represents policyholders "does not believe that the proposed medical malpractice awards, 25% of the next $850,000 and 20% of any

yet acted on the proposed forms, in insurance coverage disputes, claims-made contract offers in- amount exceeding $1 million
the Arizona Insurance Department urged the department not to ap- sureds or claimants the financial • Call for review panels to screen malpractice cases before suits can be
has scheduled a June 20 public prove the proposed forms or, at a security required by the demands filed
hearing on the proposals, while minimum, to delay consideration of today's society " • Tighten rules on the qualifications of expert witnesses who testify in
Louisiana officials say they will until certain. questions are an- He argued that the claims-made mall)ractice trials
discuss the forms next month swered form would provide only a short- • Abolish punitive damages in medical malpractice suits

Although New York's decision Specifically, Mr Anderson, with term response to underwriting and • Make attorneys and victims liable for costs and defense attorneys' fees
may not bear on whether other the New York law firm of Ander- capacity problems "Use of a claims- if false allegations are made without reasonable cause Under current law,
states approve the proposed ISO son, Russell, Kill & Olick, said the made form could ease the capacity only the victim may be held liable
forms, the New York department's department should shortage But since insureds who Three thousand doctors rallied last month at the state Capitol to push for
decision will have another type of • Delay consideration of the purchase claims-made coverage the reform package
impact, one regulator says proposed forms until ISO deter- would also need to purchase higher Attorneys opose the proposed medical malpractice measure and are

Bruce Foudree, Iowa's insurance mines whether to include defense limits, it is doubtful that use of the lobbying against it
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Today there is a sense of urgency regarding the exorbitant expense of employee benefits. Industry
professionals are concerned with the overall rise in health care costs. More specifically, employers are
continuously faced with the task of effectively communicating the most efficient usage and bottom line
value of benefits to employees.

The Business Insurance Emp/oyee Bene#ts Communication Conference is a valuable investment of
your time and dollars that makes sense for your company and for you as a benefits executive.

While examining issues critical to your professional responsibilities, the BI Conference centers on

traditional communication tools as well as exploring new high tech trends that impact the industry.
At the BI Conference you will gain valuable insight on employee communications. You will have a

clearer understanding of what your employees want and need to know about their benefits and how you
should present the options to them. Equally important, you will be given the opportunity to participate
and contribute your own ideas and evaluations regarding your day-to-day communications problems.

THE DOLLARS & SENSE OF COMN
AGENDA

GENERAL SESSIONS focus on the foundation of effective communication.

Listening To Employees
Suzanne Kenney, Manager, Employee Listening Services, HEWITT ASSOCIATES

After interviewing more than 29,000 employees and examining written survey responses
from 85,000 others, Ms. Kenney will present fascinating data on how employees feel
about their benefits. What are employees saying, what questions are they asking, and
what choices are they making about benefits?

Working With Consultants: The Consultant Side
George Heiring, Managing Partner, HEWITT ASSOCIATES

In the first of a two part series, Mr. Heiring offers a practical approach, injected with gentle
humor, to the ever-changing relationship between consultant and client. He addresses such
issues as what should the client expect, what is unreasonable for the client to expect, and how
clients can get the.most results from their consultant.

Working With Consultants: The Company Side
Steve Wasserman, Director, Benefit Comminication & Training, DART & KRAFT, INC.

In part two, Mr. Wasserman addresses the client side of the consultant-client relationship. He
will make pratical suggestions on when, where, why and how you should use consultants.
Further, Mr. Wasserman will recommend what groundwork should be done prior to and while
working with a consultant - groundwork that will save you time and money.

You Be The Judge
Herbert Zeltner, HERBERT ZELTNER CONSULTANT INC.

A dynamic speaker who sparks controversy and leads you in an energetic session, Mr.
Zeltner returns once again to the BI Conference. He will introduce selected audio-visual
programs submitted to the EBC Competition and will offer you a glimpse of what other
industry professionals are doing.

CASE STUDIES encourage group interaction.

Your Retirees: An Untapped Health Care Cost Containment Weapon
Jeffrey M. Ostroff, President, JEFFREY M. OSTROFF ASSOCIATES
Vivian Anderson, Corporate Personnel, ALLSTATE INSURANCE COMPANY

Providing medical benefits to retirees can be very costly; and expenditures will continue
to rise as the retiree population grows. Mr. Ostroff will present a brief overview of the
post-retirement health benefits issue. In addition, Ms. Anderson will walk you through a
communications program Allstate used to effectively deal with this problem. Attendees
will be given strategies which offer companies the opportunity to contain health care
costs for both retirees and active workers.

Benefits Overhaul

Steve Wasserman, Director, Benefit Communication & Training. DART & KRAFT, INC.

How long does it take to design, implement, and communicate an employee benefits
program? This company was faced with redesigning a portion of its benefits package in a

limited amount of time. While it normally would have taken six months to execute, they
completed the renovation, communication and sign-up in just three weeks. In an informative
presentation, Mr. Wasserman explains what approach they took and how they accomplished
their goal.

Computers Can Talk Benefits
Pam Keeler, Director, Advanced Benefit Communications,
METROPOLITAN LIFE INSURANCE COMPANY

in an effort to increase employee understanding and perception of their benefits program,
Met Life took a new look at the employee communications field. After a careful study of
benefit communications needs, Metropolitar designed an innovative program. Now, Met
employees can directly access their benefit and savings plan information through interactive
computer terminals stationed throughout Met Life headquarters. Ms. Keeler will explain the
intricacies of this unique communications vehicle and what it takes to make it succeed.

PRINT WORKSHOPS address specific communications needs.

The Power of Personalizing Print
Deborah K. Huffman, Senior Vice President,
FRANK B. HALL CONSULTING COMPANY

Ms. Huffman will address the pros and cons of personalizing print communications. How
technology is distancing the workforce from management, the pressure that -personalizing"
can place on your data base, and current applications for personalized benefits
communications, are just some of the issues she will discuss. Additionally, Ms. Huffman will
compare the strengths and weaknesses of traditional vs. laser print materials, and will provide
good and bad examples of personalized communications using both techniques.

Standard Print Communications & Print Er.hancement

Martin Lapidus, Consultant,
TOWERS, PERRIN, FORSTER & CROSBY

To effectively communicate benefits to emplcyees you must have a precise understanding of
the issue at hand. You must also anticipate what reaction management expects from
employees. Mr. Lapidus suggests that it is the nature of the benefits program (positive change,
negative change, update, etc.) that helps determine the elements of effective communication.
Further, he offers a practical approach to what management's goals should be in
communicating benefits to employees.

TASK FORCE is a challenging professional forum.

Designed to encourage idea-sharing among attendees, the task force is perhaps the most
intriguing component of the Business Insurance Conference. At the time of registration we
invite you to submit questions, problems, or issues on benefits communications .(see
registration form). During this session the group will be divided into small task force units.
Within this unique "give and take" framework you will discuss and evaluate the proposed
communications problems with your professional counterparts. Each task force will then have
the opportunity to state the problem and present their findings to all attendees. The task force
is a stimulating forum where your input is an integral part of the BI Conference learning
expenence.



August 5 and 6
The Grand Hyatt Hotel,

New York City

This year our Conference format covers four major areas. While meeting as a large group, the general
sessions focus on the foundation of effective communication. Small case study meetings encourage
group interaction, and rotating schedules afford you the opportunity to attend all three sessions. Print
workshops will center on two techniques - standard and laser printing - and you can select the one
which best suits your needs. The task force, a new component of the BI Conference, is a challenging
forum where you actively partake in evaluating the "real life" problems confronting communicators. We
encourage you to submit your problems, questions or postulates of benefits communications on the
attached registration form.

Highlighting the 1985 BI conference is the 13th annual EBC Competition Awards Presentation. Print
programs submitted to this year's Competition will be available for review in the EBC Gallery. Another
feature, the Benefits Literature Gallery, is where you can collect some of the latest informaton available
from consultants, insurance companies and service organizations.

JNICATING EMPLOYEE BENEFITS
EBC COMPETITION

EBC AWARDS LUNCHEON

Alfred Malecki, Publisher, BUSINESS INSURANCE

At a luncheon honoring the winners of the 13th annual EBC Competition, awards will be
presented to those companies who have excelled in communicating their employee benefits
programs. One of the winning audio visual programs will be shown.

A limited number of additional seats are available for the EBC Awards Presentation luncheon
Tickets are $50.00 each, available on a first come-first serve basis; advance reservation is
required. Please contact the Registrar.

REGISTRATION

All registrations will be confirmed in writing.The Business Insurance Conference opens Sunday evening, August 4, with advance
registration and cocktail reception. Sessions begin Monday, August 5, at 8:45 am and adjourn
Tuesday, August 6, at 4:15 pm.
The cost is $575. A 10% discount is offered to additional registrants from the same company.
The fee includes sessions, workbook and educational materials, breakfast, coffee breaks,
luncheons and cocktail reception.

Payment required with registration.

All cancellations must be received in writing. A full refund will be made on cancellations
received prior to July 5. A $100 service charge will apply to cancellations rece.ved after July 5.
No refund will be made on cancellations received less than 5 business days prior to the
conference.

However, if your plans change at any time, you may substitute the name of another person
 from your company without penalty.

To register, simply complete the form and send it along with your payment to:
Business Insurance, Communication Services Department
220 E. 42nd St., Suite 930, New York City, NY 10017
For additional information call: Ann Vazquez, Registrar, at 212/210-0137

HOTEL ACCOMMODATIONS

We have set aside a block of rooms at a special rate at the Grand Hyatt Hotel in New York
City. Rates available to Conference Registrants only: $100 single; $125 double.

You must mention the Business Insurance Benefits Conference when making your
reservations. Hotel cards will be included with your Conference Registration Confirmation. Or
call the Grand Hyatt Hotel at 212/883-1234; or toll free at (800)228-9000. These rates will be
honored only until July 22.

REGISTRATION FORM

Please register.me for the 1985 BI Conference
"The Dollars & Sense of Communicating Employee Benefits"
August 5 and 6
The Grand Hyatt Hotel in New York City

Name

Title

Organization

1 Address

City

Business Phone ( )

State

Additional Registrants from my organization:

Name

Title

Zip

[3 Payment Enclosed 0 Visa El Mastercard El American Express

Account # Exp. Date

Signature

Mail to:

Business Insurance Communication Services Department
220 East 42nd Street, New York, NY 10017

For additional information call: Ann Vazquez at 212/210-0137

I want to attend the following Print Workshop-select only one:

C The Power of Personalizing Print
El Standard Print & Print Enhancements

Registrants are invited to propose their day-to-day benefit communication
problems or issues for evaluation at Task Force sessions. Due to time restraints,
not all proposals can be addressed. Use the space provided below to submit
your suggestion:

(attach additional sheet if required)
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City must pay District Judge William H Orrick, were among the city's liability in- city did not realize that the s,gning drafting and execution of the con-
were settled Aug 12, 1981, when surers during the period the alleged of a consent decree would result in sent decrees, the city breached the

Continued from page 2 Richmond and the plaintiffs agreed civil rights violations occurred an attorneys' fee award cooperation clause of its insurance
by 27 blacks between May 1979 and to a consent injunction that pro- Despite its loss for coverage of The appeals court rejected the policies, the court held
October 1980 charging that city po- vided for binding arbitration damages, which amounted to about arguments "The obligation volun- "There is a definite message in
hee rotinely harassed and beat The city sought coverage under $280,000, the city tried to recover tarily assumed, in violation of the this case for brokers and risk man-
blacks The suits sought damages general liability policies for the cost from Atlanta and Mead Re the at- insurance contracts, was to pay agers," said Robert N Schiff, a
and injunctive relief for personal of any awards made in the binding torneys' fees of $694,000 awarded to whatever attorneys' fees the court partner with Fisher & Hurst in San
injuries and civil rights violations arbitration but lost that demand for the plaintiffs in 1982 might eventually assess," the court Francisco, the law firm repre-
stemming from an alleged pattern failure to notify the insurers of the The city argued that the signing wrote "Under the broad terms of senting Mead Reinsurance "That
of racially motivated police wis- suits and failure to consult them of the consent decrees in the civil the consent decrees it was torsee- is If they think insurance coverage
conduct (BI, July 25,1983) about the settlement rights cases did not constitute vol- able that fees would be assessed " is a possibility, let the insurers

The three suits, which were cen- Atlanta International Insurance untary assumption of the obligation By failing to notify the irsurers know early " Otherwise, insurers
solidated and brought before U S Co and Mead Reinsurance Co to pay attorneys' fees and that the of the underlying litigation or the might contest coverage, he adds .
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Transit Casualty Miro didn't report policies issued per occurrence excess of $250,000 1
after August 1984 or pay Transit's per occurrence, as well as aggregate

Cont:nued from page 1 fees on the approximately $16 1 stop-loss reinsurance with limits of BankAmerica files
the Missouri Division of Insurance million in associated premiums $1 million attaching at 100% of net
concluded that the company's poli- Miro also didn't report premiums of written premiums, the complaint
cyholders surplus amounted to $2 million on policies issued in May says second D&0 claim
$22 8 million at the end of 1983, he 1984 The Lafayette-Isle of Man agree-
said Transit had reported $39 8 • Failure to service policies ment provided only that Transit SAN FRANCISCO-A second claim is pending against BankA-
million in policyholder surplus at Miro didn't audit policyholders to "will allow" the reinsurer to buy merica Corp 's canceled directors and officers hability insurance re-
year-end 1983 determine whether additional or excess-of-loss reinsurance lating to the $95 million in losses incurred by a subsidiary bank's

However, the Missouri division return premiums were due, and m Miro's records "do not reflect involvement with allegedly fraudulent mortgage-backed securities
will review the results of the audit cases where it received voluntary that such reinsurance was always The first claim, filed in March in an effort by the bank to recover
of the Muldoon business along with audits, Miro did not collect addi- obtained by SOIL and Lafayette," its $95 million pretax loss in 1984, did not involve a third-party
the triennial exam in assessing tional premiums the complaint says plaintiff (BI, March 11)
Transit's financial condition, Mr For example, an outside audit of Miro's records also indicate that Now, the second claim against the coverage stems from a suit filed
Jourdon said a 1983-84 workers compensation SOIL and the Lafayette companies April 11 in U S District Court in San Francisco by shareholder Ned

In its 1984 annual statement, policy written for Wal-Mart found failed to fund their share of loss Schwartz The suit, which was filed before the effective cancellation
Transit reported policyholder sur- that additional premium was owed, and unearned premium reserves of BankAmerica's D&O insurance, charges top officials of the parent
plus had been reduced to $9 1 mil- but Miro failed to bill the premium with cash, deposits to trust or fidu- company and its bank with negligence and mismanagement and
lion at year-end on a timely basis A later bill sent to ciary accounts or letters of credit, with attempting to "shift the blame for their own breaches of fiduci-

The insurer reported earned pre- Wal-Mart's broker, Alexander & the suit charges ary duty and acts of negligence" to lower-level employees.
miums of $50 7 milhon last year, Alexander Services Inc, was not Transit's 1984 annual statement In addition to the losses related to the mortgage-backed securities,
losses and expenses totaling $74 2 forwarded to the Insured, the com- shows paid and unpaid losses re- the shareholder complaint cites allegedly reckless lending practices
million and a net underwriting loss plaint says coverable from Lafayette-Isle of that resulted in $60 million in losses in Paraguay It also alleges that
of $23 1 million Miro failed to report and collect Man of $9 3 million and an un- the bank's tarnished reputation led federal officials to deny Bank of

Investment gains amounted to $19 5 million in additional premi- earned premium balance of $4 7 America' application to open 13 limited-services banks outside Cali-
$95 million, and Transit produced ums due on two Wal-Mart workers million Funds withheld from the fornia

a net operating loss of $155 million compensation policies It also failed reinsurer totalled $2 1 million The shareholder suit seeks an unspecified amount of damages
Transit's operating loss ac- to report $1 8 million in additional Paid and unpaid losses recover- BankAmerica's board has formed a committee to investigate the

counted for much of the surplus premiums collected from Wal-Mart able from SOIL totaled $4 2 million, charges and named Morrison & Foerster of San Francisco as com-
drain, although the insurer also de- on a retroactive endorsement to a and the annual statement shows no mittee counsel

ducted $8 2 million as a change in workers compensation policy and funds withheld from SOIL BankAmerica's $100 million of directors and officers liability in-
hability for unauthorized reinsur- $883,766 collected on a retroactive Lafayette-Cayman doesn't ap- surance written by Employers Insurance of Wausau and First State
ance combined general liability and au- pear in Transit's 1984 list of rein- Insurance Co. was canceled effective May 15 by First State and April

Meanwhile, Transit shareholders tomobile policy In all, unreported surers 15 by Wausau
may challenge the Missouri divi- premiums on Wal-Mart policies to- Transit's complaint, however, Unable to find replacement D&0 coverage, the company formed a
mon's demand that Beneficial Stan- taled $32 2 million, the complaint says the company has been forced Cayman Islands-based captive insurer, which has not been able to
dard Corp, the insurer's former charges to pay claims on Miro business that find reinsurance (BI, April 29)
parent company, repay $7 2 million The complaint doesn't make were $181 million in excess of the „„„„„„„i,ii,ii,Ii,ii,Ii,ii,Ii,ii,ii,ii,ii,I„,ii,Ii„,r

in dividends collected from Transit clear whether Wal-Mart eventually amounts it recovered from rein-
in 1983 and 1984, Mr Jourdon said paid these premiums A Wal-Mart surers' letters of credit Unocal sues 0&0 underwritersThe repayment demand followed executive refused to comment The lawsuit doesn't include a
the department's reassessment of • Failure to properly handle specific demand for damages, Cont:nued from page 2 of these insurers participate on
Transit's financial condition premium trust accounts Miro did which Transit says it Will have to And, New York-based Royal In- which layers

Beneficial Standard completed a not always place premiums owed to determine in the course of disco- demnity Co, part of Royal Insur- Unocal also had to put up a loss
liquidation of its assets May 15 The Transit in trust accounts, and dis- very ance Group, canceled its layer for reserve deposit of $13 million for

' assets-including non-transferable bursements from trust accounts However, the complaint says that $10 million excess of $80 million ef- the replacement coverage, which
interests in a liquidating trust hold- were made without Transit's au- Miro should have collected and re- fective May 17 will be returned when lt lS "ascer-
ing 79% of Transit's stock-have thorization ported $128 million in premiums on These canceled policies, whose tained that there is no futher claim
been distributed to Beneficial Stan- • Failure to fund claims Mul- the business it Wrote, but instead inception dates vary but were all pending," Unocal says in its law-
dard shareholders The remaining doon and Miro breached their reported only $60 million due to expire Sept 25, cost Unocal suit
21% of Transit stock is held by Ben- duties by failing in some cases to With fronting fees averaging 9%, $140,145 in premiums, according to And, Unocal had to agree to in-
equity Holdings properly set up and fund claims re- Transit's income on the premiums court papers demnify United National for any

Transit's lawsuit against the serves, to notify reinsurers-in- that weren't reported would have Two other underwriters that claims the insurer might pay under
MGAs and reinsurers is an amend- cluding excess and stop-loss rein- been over $6 million, the complaint participated in the excess D&O its $50 million excess policy, the
ment of an earlier complaint, filed surers-of claims that might be in says coverage did not cancel thier poli- company says
in a Dallas federal court last De- excess of a captive's retention, to In addition, the complaint cies and are not named in the Uno- Unocal alleges in its suit that the
cember, that named only Miro & require reinsurers to fund reserves, charges that Miro cal suit defendant insurers engaged in a
Associates and Mr Miro and to deduct reserve contributions • Took credit of $10 5 million They are Continental Casualty conspiracy to cancel the policies "at

In 1981, Transit entered its MGA from amounts owed -0 reinsurers for the cost of excess of loss and ag- CO in Chicago, which wrote $20 the first sign of a hostile takeover
agreement with Muldoon, which when the reinsurers failed to fund gregate stop-loss reinsurance million excess of $60 million, and attempt or of any other event to
was to underwrite and service in- the reserves themselves through September 1984, while its International Insurance Co, a give rise to a claim under the poh-
surance policies issued to com- In addition, Miro improperly own cash records reflect actual Crum & Forster unit also in Chi- cies "
panies with captive insurance com- used premium from currently is- payments of only $9 9 million cago, which wrote $10 million ex- The 011 company says that if it
panies The risks were to be rein- sued Transit policies to pay claims • Reported to Transit that it had cess of $90 million The two policies had known of this "secret and un-
sured with the captives, with Tran- on previous policies rather than re- paid or funded losses of $8 1 million cost about $10,000 diclosed intent," lt never would
sit receiving a fee for providing the quiring reinsurers to pay those through September 1983 when its Continental had issued a cancel- have purchased the insurance
fronting policies The average fee claims, the complaint charges records reflect payments of only lation notice effective April 19, but The excess insurers contend that
was 9%, according to the complaint • Failure to maintain reinsur- $6 5 million for additional premium subse- they have the right to cancel their

Muldoon later signed an MGA ance The Muldoon and Miro MGA Lawyers for Transit, Miro and quently agreed to reinstate the cov- policies if Harbor cancels its pri-
agreement appointing Miro as a agreements required them to main- Muldoon either declined to com- erage and extend it to September mary policy, according to Unocal
sub-agent of Transit, the suit says tam reinsurance of Transit on busi- ment on the lawsuit for the record 1986 Unocal says Harbor has not

The lawsuit charges the two ness they wrote, and Muldoon had or failed to return phone calls International never canceled ltS shown good cause for canciling
MGAs with several breaches of "sole responsibility and authority" Transit officials also failed to re- layer and agreed to extend the cov- that coverage
their contractual and fiduciary to place the reinsurance on Tran- turn several telephone calls erage through September 1986 for 44 These defendant insurance

duties to Transit In cases of alleged sit's behalf, says the complaint In its answer to the original com- additional premium companies cannot cancel policies
wrongdoing by Miro, the complaint Muldoon entered into the rein- plaint filed last December, though, To replace the canceled coverage they issued solely because of
charges Muldoon with failing to surance agreements with SOIL and Miro & Associates argued that and maintain $100 million in D&O Pickens Group's announcements
correct the actions of the sub-agent the Lafayette companies covering • Transit "actually or impliedly limits, Unocal says it had to pay a and the suspicion by the insurance

The alleged breaches include Miro-produced risks, the complaint consented" to Miro's actions total premium of $66 million to companies that a loss might occur
• Failure to issue only author- says SOIL became a reinsurer of • There was no obligation of Continental Casualty, International which would be covered by their

ized insurance policies Transit starting Jan 31, 1981, La- Miro & Associates to arrange excess Insurance, National Union Fire In- policies," the oil company con-
Miro's MGA agreement didn't fayette-Cayman starting Jan 31, of loss and aggregate stop-loss rein- surance Co of Pittsburgh, Pa, and tends

include all of the restrictions con- 1982 and Lafayette-Isle of Man surance United National Insurance Co in All four defendent insurers de-
tained in the Muldoon agreement starting Oct 1, 1983 • Transit never advised Miro of Philadelphia clined to comment on the Unocal
on the type and amount of insur- All of these agreements provided any underwriting guidelines re- The suit does not Identify which suit
ance to be written for Transit, and for 100% reinsurance of Transit and quired under the MGA agreement
Miro wrote policies at rates that Included restrictions by reinsurers • Transit never advised Miro Court orders tougher discloure rulewere not approved by Transit and on liability limits to be written, the that the reinsurance it had ar-
on file with state insurance depart- complaint notes ranged was unacceptable
ments And, the complaint charges that • Muldoon received copies of all PHILADELPHIA-A federal appeals court says the U S Labor Depart-

• Failure to obtain required pre- premium payments and reports re- policies, claims and bordereaux ment must strengthen parts of its Hazard Communication Standard, which
mium, properly report risks in- quired by reinsurers may not have produced by Miro Muldoon also requires manufacturers to alert workers to the harmful affects of toxic
curred and pay required fronting been made had Reitman & Co conduct an substances in the workplace
fees to Transit After September 1983, Miro audit of Miro in 1983, and was thus Various unions and cIvic groups had challenged the Labor Department's

Miro-which took commissions failed to remit any funds to Mul- apprised of Miro's activities labeling standard Objections included that the standard applied only to
of 13% on business produced for doon except Muldoon's commis- Mr Miro, who is a Mexican citi- workers in manufacturing, it allowed chemical manufacturers to avoid full
SOIL and 18% on business pro- sions and failed to properly handle zen and says he resigned from Miro disclosure of information by contending the information was a trade secret
duced for Lafayette-used incor- amounts owed to reinsurers that & Associates last December, filed a and that such "secret" information could, in an emergency, be released
red experience modifiers and un- should have been paid to Muldoon, motion in March to dismiss Tran- only to health professionals, who would have to promise confidentiality
derestimated payrolls in rating the complaint says sit's complaint, arguing that it was The court ruled that the Occupational Safety and Health Administration
workers compensation policies, and Transit's suit also accuses SOIL not properly served on him and must extend the standard to cover workers in other industries, that it must
failed to correct the mistakes with and the Lafayette companies of failed to state a claim against him come up with less-restrictive rules on disclosure of trade secrets and that
later audits and additional pre- breaching contractual duties to personally workers and union representatives should receive more information about
mium collection Transit Miro & Associates also filed in hazardous chemicals, says a spokesman for the AFL-CIO

Miro also underreported or to- The SOIL and Lafayette-Cay- January a third-party complaint A spokesman said OSHA had not decided if it would seek review by the
tally failed to report premiums col- man reinsurance agreements pro- against Muldoon & Co demanding U S Supreme Court, but he said the agency had asked for a 30-day exten-
lected on policies it issued or to pay vided that the offshore companies that Muldoon indmenify it if Miro sion beyond the 14-day period allowed for appeal
Transit the fronting fees owed on would maintain excess-of-loss rein- & Associates is found liable to The groups challenging the standard included the Public Citizen Litiga-
those premiums surance with limits of $20 million Transit . tion Group, the United Steelworkers and the AFL-CIO
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Work comp report • The development of improved aspects of occupational disease The • Comprehensive administra- The report notes that "employers
ratemaking methods so insurance report says tive guidelines should be developed have little or no opportunity to

Continued from page 1 prices may be more responsive to • Although statutes of limitation for use by persons who decide the control or reduce non-work-related
could be necessary in the future, future occupational disease trends on workers compensation claims validity of occupational disease hazards to which workers are ex-
recommends that the relationship • The development of better are necessary, they should run for a claims However, it would not be posed," such as smoking, the use of
between the tort and workers com- techniques for gathering meaning- defined period from a current appropriate to use statutory sched- alcohol or drugs and other personal
pensation systems be studied, and ful occupational disease data, in- event-such as the date of disabil- ules of compensable occupational habits that can contribute or exac-
recommends changes in the admin- cluding the use of sources outside tty or the date the worker knew or diseases or statutory presumptions erbate occupational disabilities
istration of occupational disease the insurance industry should have known of the disabling • Courses, such as those taught The appropriateness of appor-
claims • Limiting the exposure of in- condition and its relationship to the at the annual IAIABC College, tioning liability in such cases de-

Business Insurance received an dividual insurers or self-insurers employment-rather than from a should be continued and expanded pends on the manner in which the
advance copy of the voluminous to long-latent disease claims This past event, such as the da-e of last to educate and train administrators cause of the injury is determined,
report, which was presented to the might be achieved by having exposure in evaluating occupational disease notes the advisory committee
Workers Compensation Task Force state second injury funds pay • Statutes of limitation for death claims It believes the traditional tests of
Sunday at the opening of the long-latent claims or through vol- claims should run from the date of The NAIC advisory committee compensability and proof of causa-
NAIC's summer meeting in Kansas untary pooling arrangements, the death report also discusses the dilemma tion should be applied to determine
City, Mo report says • Disability benefits for all oc- of "assignment of responsibility" that the disability arose out of and

A draft of the report was re- The advisory committee also says cupational diseases should be based for payment of workers compensa- in the course of employment
leased for public comment at the legislators, regulators and others on wages and benefit levels in ef- tion claims, but does not suggest "When this iS done, apportion-
NAIC's winter meeting in Decem- "must remain alert to new develop- feet at the time of disability or any solutions, suggesting that the ment of liability (and the reduction
ber (BI, Jan 21) ments and new information" con- death rather than at the time of ex- degree of the problem depends of benefits that results therefrom)

The task force was expected to cerning occupational diseases and posure to the harmful substance much on how the cause of an injury is not appropriate," the report con-
adopt a resolution supporting the "be prepared to take timely action • Workers compensation bene- is determined cludes However, it adds that ap-
conclusions and recommendations to assure the continued financial fits, Social Security disability bene- This section deals with both the portionment of liability may be
reached by the advisory committee integrity of the workers compensa- fits, death benefits and o.her em- issue of which employer should warranted in states that apply com-
That resolution is expected to be tion system " ployee benefit plans should be pay claims stemming from a pensability tests that are less strin-
supported by the full NAIC later Committee members did disagree coordinated, but workers compen- long-latent disease developed by gent
this week on exactly how serious a problem sation benefits should be primary a worker who had several em- The advisory committee notes

The report also will be presented funding for occupational disease for active workers ployers during his career and that non-occupational exposures to
for endorsement later this summer claims will present for insurers be- 0 Workers compensation in- how compensation should be ap- injury-such as the use of tobacco
to state workers compensation ad- cause of the uncertainty of what come benefits paid to workers or portioned for an injury that is not - present problems for society
ministrators at the annual confer- lies ahead for the industry their spouses before retirement only linked to an employee's "that are well beyond those that the
ence of the International Assn of To develop its recommendations should not continue after retire- work but also his lifestyle workers compensation system can
Industrial Accident Boards and on pricing and reserving, the advi- ment without some offsetting for "Insurance and self-insurance solve," and an acceptable solution is
Commissions sory committee worked with a retirement benefits like Social Se- generally have been successf61 in yet to be found for solving this par-

A forme r president of the computer model and hypothetical Curtty States should either make internalizing the costs of industrial ticular complex problem
IAIABC, James C Pullin, secretary claim patterns developed by the workers compensation benefits a injuries and in promoting work- Overall, the report notes that the
of the Georgia Board of Worker's National Council on Compensation secondary source of income bene- place safety, particularly for trau- committee's recommendations
Compensation, and James W New- Insurance, a New York-based fits for retired people, or states matic injuries The long latency "constitute a balanced pack-
man Jr, a vp with CIGNA Corp in workers compensation ratemaking should pay workers compensation of many occupational diseases and age leading to an improved
Philadelphia, were co-chairmen of and research organization income benefits to retired workers the difficult causation issues that workers compensation system that
the advisory committee that devel- Another key issue addressed in or their dependents only to replace sometimes arise, however, cloud will respond to occupational disease
oped the report At least 40 other the final version of the advisory a loss of Social Security retirement the issue of which employer should claims more promptly and effi-
workers compensation experts, in- committee report is the relation- benefits due to a pre-retirement oc- be held liable for the payment of ciently and that will provide for a
cluding employers, insurers, em- ship between tort and workers cupational injury or disease workers compensation benefits," fairer distribution of costs and ben-
ployees, workers compensation ad- compensation remedies for occupa- • Workers compensation should notes the report efits "

ministrators and attorneys, contri- tional disease not provide income benefits for Some states apportion liability to Inaction by the states in this area
buted to the report The committee believes a means new claims brought after retire- more than one employer, w hile could lead to serious further ero-

"This is a report, not a model must be found to establish a ratio- ment However, workers compen- other states place responsibility on sion of the exclusive remedy rule,
bill," stressed Mr Newman "It will nal and equitable interface be- sation should provide medical ben- the last employer that "injuriously" federalization of workers compen-
serve to inform, to educate to get tween the tort and workers com- efits for occupational injury or dis- exposed the worker to the hazard- sation, or both, the committee con-
people thinking to serve as a re- pensation system, pointing out that eases that would have been com- ous substance or condition cludes, noting this would be a pros-
source tool " more frequently the exclusive rem- pensable before retirement The committee recommends that pect "that would not meet the

A resolution from the NAIC and edy provisions of state work comp • A central data base including liability fall to the last employer needs of either workers and em-
a resolution from the IAIABC "to- laws are being circumvented to the latest and most relevant medi- that either simply exposed the ployers and that would probably be
gether will be a fairly strong en- allow workers to sue their employ- cal and scientific statistics should worker to a harmful substance or far more costly than an improved
dorsement," Mr Newman said ers for damages in addition to be established to assist workers "injuriously' exposed the worker state workers compensation sys-

Because of the current concern workers comp benefits compensation administrators and to a harmful substance, rather than tem "
about compensation for occupa- The committee recommends that others to the employer that simply em- ***

tional diseases and the extensive the NAIC appoint an interdisci- • States should seek the advice ployed the worker last Copies of the NAIC occupational
research by acknowledged heavy- plinary advisory committee to ex- of impartial experts to determine The advisory committee also disease advisory committee's report
weights in the area of workers amine the appropriate relationship the compensability of individual notes that the uncertainty of the are avaitable at a cost of $10 foT a
compensation, the advisory com- between the tort and workers com- occupational disease claims cause of many diseases raises ques- single copy or at $7 50 each for 10 or
mittee report is expected to become pensation, unless the NAIC deter- • State workers compensation tions about the equity of paying more comes from the Amencan In-
a guide for future workers com- mines the subject is being covered administrators should make writ- workers compensation benefits for surance Assn, Publication Depart-
pensation laws adequately by other studies ten findings of fact on compensabl- disabilities that arise from or are ment, 85 John St, New York, N Y

In fact, it could become as in- The report's authors note that lity and conclusions of law in con- aggravated by factors unrelated to 10038 Checks should be made out to

fluential as the 1972 report of The this country's workers compensa- tested occupational disease cases the workplace the American Insurance Assn
National Commission on State tion system began in the early
Workmen's Compensation Laws 1900s in response to the inabilitv of

The 1972 report studied the state the civil justice system to provide Cumulative injury not covered: Courtworkers compensation system workers with an adequate remedy
overall and also concluded that the for disabling work-related Injuries
state system is the best means of But, the report cites several other RICHMOND, Va -Labor unions and trial lawyers in istrative rulings barring these types of claims nor are
compensating injured workers reports that predict an upward Virginia want the legislature to neutralize a recent any expected "We Just follow the opinion and hope-

The NAIC advisory committee- trend in the "successful" pursuit of state Supreme Court ruling that cumulative trauma in- fully apply it properly Each claim is handled on a case-
in a section not included in earlier dual recoveries by workers and an juries are not covered by workers compensation by-case basis," he said
drafts of ltS report-concludes that increase in transaction costs asso- The unions and lawyers have asked Gov Charles S The court decision "is the greatest case of abandoning
the insurance industry is currently ciated with multiple claims and re- Robb to call a special session of the General Assembly the workers in the state of Virginia a disenfranchise-
adequately pricing and reserving coveries, third-party suits and re- to deal with the issue The legislature isn't scheduled to ment," said David Laws, president of the Virginia
for occupational disease claims lated litigation go into regular session until January AFL-CIO The union ts circulating petitions among leg-

However, the report warns, "While none of the studies focus At issue is the April 26 Virginia Supreme Court rul- islators to support the call for a special session
changes in the legal system or the specifically on occupational disease ing in Western Electric Co us Brenda E Gilliam In But, employers in Virginia have steadfastly been
discovery of a new occupational claims, there is no reason to believe that ruling, the court said any disease that is "gradually against paying workers compensation benefits for cu-
disease could produce much higher that a different pattern would incurred on account of repeated, work-related trauma" mulative trauma injuries
claims costs, leaving the future un- emerge for these claims," notes the is not covered by the state work comp system "We forevermore have been opposed to workers
certain NAIC report Ms Gilliam, an assembler at the Arlington, Va, plant compensation covering gradually imposed work re-

To compensate for this uncer- Several recommendations in the of Western Electric, now AT&T Technologies Inc, lated injur.es," said E C Luther, executive vp of the
tainty, the advisory committee rec- advisory committee report deal complained of severe pain in her hand that was diag- Virginia Chamber of Commerce, noting the group
ommends with the legal and administrative nosed as tenosynovitis, an 1nflammation of the tendon views the recent court decision as a success

sheath According to testimony, the condition was re- Still, some wish the issue had not been decided by the
lated to repetitive hand motion on the Job state Supreme Court

The Virginia Industrial Commission granted benefits "(The court decision) is regrettable We do not wantinsurance services guide to Ms Gilliam, and Western Electric appealed to the to get into cumulative trauma it's an enormous ex-
state Supreme Court pense This case will act as a spur to those who want

The effect of the court's ruling is still unclear Some cumulative trauma (claims paid) in Virginia It will
observers say it applies only to cumulative trauma in- result in a ground swell to adopt cumulative trauma

CASUALTY ACTUARIES, INC. Juries, a term generally used to describe injuries that Claws)," said an employer lobbyist who asked not to be
RobertFLowe FCAS,MAAA,FCA Benefits News Analysis

develop over a long period due to repetitive motions identified since he will be involved in this "emotional"
• Loss Reserve ana Rate Evaluations for The magazine for benefits managers

But others, notably unions, believe the decision will issue at the General AssemblyInsurance Companies and Self-In- Analysis of corporate benefit practices
suredq be far-reaching and ultimately apply to other occupa- C Torrence Armstrong, the Alexandria, Va, attor-Flexible Benefits Cost Containrrent

• Statutory letters of opinion on loss and tional diseases, such as asbestosis and black lungSavings/401 (k) Communication ney who represented Western Electric, pointed out that
loss expense reserves

Systems/Admin international Occupational disease claims are still being paid in the Virginia workers compensation statute excludes oc-One Insurance Center Plaza, Suite 1

St Louis MO 63141 Free copy-203/393-2272 Virginia, despite the court ruling But, lawyers say the cupational diseases that are considered to be "ordinary
(314) 878-5002 Box 4033 New Haven CT 06525 Virginia Industrial Commission is denying benefits to diseases of life," like back strain, tenosynovitis and car-

other workers who claim to have tenosynovitis, carpal pal tunnel syndrome It lS difficult to distinguish in
For advertising information in the INSURANCE SERVICES GUIDE tunnel syndrome, back pains or other cumulative these cases whether the condition was caused by the Job
Contact Beverly Kluxdal, 740 Rush Street, Chicago, Illinois 60611 trauma occupational diseases or the worker's lifestyle, he said

Telephone (312) 649-5340 Andrew Edelstein, claims manager for the Industrial "Employers have no defense to these cases if they're
Commission, however, says there have been no admin- allowed," Mr Armstrong added .
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By LEONARD M. WILSON current environment will display any ma- premium throughput in the face of down-

025 terial attrition ward trending interest ratesSpecial to Business Insurance320

The brokers already have experienced a The dramatic upswing in the fortunes of315

rHANGE FOR THE better has come to in- sharp decline in commissions per unit of in- the industry unavoidably lead to speculationi;0 310
Lsurance brokerage The first-quarter re- surance as a result of the 40% to 50% price as to how long the rising phase will last In305 i
sults for the publicly held brokers decisively trimming in commercial lines over the past our view, the generous rate increases in 1985300

in. established that Gains ran well into double- five years coupled with another round in 1986 could295 ji digit territory, as profit margins widened Brokerage compensation does not need any come close to restoring rate adequacy by the990

markedly The trauma of the past few years further correction on the downside end of 1986 That does not neccessarily mean44#0642 229# 445## 4
is receding Despite the tightness of commercial insur- that competition in virulent form will then

Taking the public brokers as a group, the ance markets, contracts indicate that not all reassert itself
average rise in commissions and fees was in lines are undergoing pronounced price in- We think interest rates will be an impor-

The Business insurance stock index rebounded the area of 19% to 20% over last year's compa- creases Retrospective policies, property and tant factor in protecting the property and
slightly in the most-recent trading period, fol- rable quarter Higher premium rates clearly workers compensation are relative laggards casualty underwriters frorn their tendency
lowing a slight slump the previous week. The 8/ were an important factor, but advancing in the price department toward competitive excess Lower interest
Index of insurance Industry stocks closed at prices were offset to a This has to be considered as well in gaug- rates seem to be foreshadowed by the absence
360.6 points on June 4, an increase of 0.5 points degree by the restraints ing the potential for brokerage revenue of inflation and probable tax legislation that
from 360.1 points on May 28. A total of 23 of tight capacity and, in Am „-' growth In our view, these various leakages may discourage private debt formation
stocks posted gains, 22 were down and 12 some instances, by slip- - 1 1 or restraints are likely to hold a typical pub- Consequently, we believe that the environ-
closed unchanged. The biggest gains were page m commission as a . lie broker's 1985 commission growth to 20% to ment for insurance brokers may be quite fa-
posted by Tokio Marine & Fire Insurance Co., percent of premium - 25% against the previous year vorable even after most of the necessary rate
up 8.3%; Marsh & McLennan Cos. Inc., up 7.4%; We call these 1nflu- Expenses in the first quarter behaved rela- increases have been secured
CNA Financial Corp., up 7.3%; American Hen- ences leakages They di- tively well The average rise for the public In the meantime, the public brokers are
tage L,fe Investment Co., up 7.1%; and the lute the pure effect of -•       brokers was 10% to 11%, and several, perhaps likely to achieve marked earnings progress
Chubb Corp., also up 7.1%. The largest losses price on brokers' reve- I'\=-
were posted by Northwestern National Life In- nue growth

aided by the strong dollar's effect on foreign this year and next They have been rehabili-
costs, contained increases to 6% to 7% tated as growth issues, Judging by current

surance Co., down 11.4%; Washington National Everybody talks about The credit for this solid performance prob- price-to-earnings ratiosMr. Wilsoncorp- down 8.1%; Torchmark Corp., down the tightening of capac- ably belongs to the lingering disciplines of
6.5%; Kemper Corp., down 5.9%; and Provident ity Clearly. renewal pre- cost control put in place during the past two CIGNA stock offeringLife & Accident Insurance Co., down 5.2%. The miums on difficult lines frequently reflect a or three years
Business tnsurance stock index rose a total of reduction in the amount of coverage In addi- Brokerage head counts have not begun to CIGNA Corp lS offering 5 million shares
0.2% for the trading period. Other indexes fared tion, commissions are bound to increase less rise much Increased costs seem to be linked of its $4,10 cumulative convertible preferred
slightly better: The New York Stock Exchange than premiums on those renewals where a to the improvement in production and profit- stock through a public offering Goldman,
compos,te rose 1.2%, the Standard & Poor's quantum Jump in cost has occurred ability Brokerage expenses lagged behind Sachs & Co lS manager of the underwriting
500 rose 1.2%; and the Dow Jones 30 Industri- These leakages make it difficult to estimate the slowdown in revenue growth, and now group
als rose 1.1% during the same period. the impact on brokers' gains from rate seem to be lagging the pickup in revenues as The preferred stock will have a stated

change Our guess is a 7% to 10% contribution well value of $50 per share and lS convertible at
British Issues from rising prices, far less than the talk about We expect an acceleration in head-count the holder's option into common shares at the

increases would suggest expansion as the year proceeds, but on an av- rate of 7326 share of common stock for each1 Week
4 June Price P/E Div. Yield High-Low But, the trade-off between higher prices erage for the year, it would be surprising if share of convertible stock, subject to adjust-
Companies pence pence % pencepence and constrained capacity is an inevitable fea- brokerage staff typically increased more ments
Comml Union 226 N/M 16 9 75 225-220 ture of the cycle at this stage than 2% to 3% The stock can also be exchanged, at
Gent Accident 605 1025 286 47 605-593 In the period from 1975 to 1977, the last up For the public brokers, the modest advance CIGNA's option, for the corporation's 820%
Gdn Royal Exch 703 20 4 37 1 53 703-693 cycle in property and casualty Insurance, we m costs coupled with robust revenue gains convertible subordinated debentures or re-
Royal 660 N/M 339 51 660-640 believe commissions may have eased mar- led to earnings progress of 30% to 50% com- deemed for cash at redemption prices dechn-Sun Alliance 470 22 6 21 1 47 470-455

ginally as a percent of commercial premiums pared with 1984 This is the positive operat- ing to $50 per share on July 10, 1995 How-
The slippage, though, was small and not the ing leverage that we have discussed in the ever, the preferred stock will not be ex-Brokers

CE Heath 648 106 300 46 648-620 result of any conscious program by un- past changeable or redeemable until 1988
Hogg Robinson 266 152 116 43 266-255 derwriters to diminish compensation to the There is little doubt this progress will con- CIGNA says the proceeds from the offer-
JH Minet 212 139 8.9 42 212-206 public brokers tinue through the balance of 1985 and into ing will be added to its general corporate
Sedg Grp 400 175 143 36 400-390 We doubt that overall commissions in the 1986 funds
Stew Wrightson 620 16 3 25 7 41 620--600 Almost all other components of brokerage
Willis Faber 693 237 186 27 693-675 Leonard M Wilson, a special hmzted partner revenues were strong Remsurance probably Armco contributionSource Philip Olsen/Atan Clifton. Insurance Industry at L F Rothichild, Unterberg, Towb:n m New surpassed primary brokerage in rate of gain

Specialists Kitcat & Aitken Stockbrokers, York, specializes in insurance brokerage Employee benefits mostly increased in the Armco Inc has agreed to a New Jersey De-London

stocks He ts a member of the New York So- 10% to 15% range, while investment income partment of Insurance order requiring it to
czety of Secunty Analysts was propelled upward by the higher level of contribute $80 million to its financially trou-

bled Universal Reinsurance Corp unit, based
m Holland Township, N J

Armeo will contribute $65 7 million in cash m indu*try Stock Report to Universal Re, which stopped writing new

June 4,1985 5/29/85 thru 6/4/85
business and began running off its book on
April 1, 1984 (BI, April 8).

Also, Universal Re will get a $14 1 million
loan from Armco

Universal Re reported a deficit of $65 8
Brokers Price % Chg. P/E $ Diy % Yld High Low Vol (000) Price % Chg P/E $ Div %¥11 High Low Vol (000) million at the end of 1984, but the New Jer-
Alexander & Alexander Svis NYSE 27.50 0.5 0.0 1.00 3.6 27.50 26.75 581.1 Ave.Go Corp NYSE 29.00 3.6 13.4 0.60 2.1 29.13* 28.38 8.2

Baldwin & Lyons Inc OTC 65.00 0.0 11.8 0.80 1.2 70 00 65.00 g Business Mens Assurn Co Aaer OTC 54.50 0 9 7.5 2.08 3.8 SS.00 54.50 45 3 sey deparunent concluded that the insurer's
Corroon & Black Corp NYSE 47.00 1.6 0.0 1.00 2.1 47.00 45.50 130.5 Chubb Corp = 73:75 4; t: ::17 5 74.SO• m: 1:.: liabilities exceeded its assets by $80 million atCrump E H Cos Inc OTC 31.25 -2.0 23.5 0.44 1.4 31.50 31.25 145.0 Combined Intl Corp

the end of last year.Emett & Chandler Cos Inc OTC 21.50 2.4102.4 0.00 0.0 21.50* 21.25 56.6
Continental Corp NYSE 44.75 -0.6 22.8 2.60 5.8 45.00 44.13 456.2

Gallagher Arthur J & Co OTC 44.75 2 9 26.8 0.28 0 6 44.75* 43.50 17.9 Crown Life Ins Co OTC 142.00 3.6 8.6 5.00 3.5 142.00* 142.00 0.5

Hall Frank B & Co Inc NYSE 28 63 6.0 0.0 1.00 3.5 28.63* 27.50 483.3 Durham Corp OTC 4000 -1.2 7.7 1 28 3.2 40.00 39.50 9.4

Marsh & Mclennan Cos Inc NYSE 70.88 7.4 19.7 2.40 3.4 70.88* 64.75 404.3 Farmers Group Inc OTC 61.25 -2.2 10.7 1.76 2.9 62.13 61.13 414.9 New York Marine stock offer
Poe & Assoc Inc OTC 8.00 0.0 0.0 0.00 0.0 8.00 8.00 0.0 Fremont Gen Corp OTC 27.25 -0.9 0.0 0.48 1.8 27.SO 27.00 151 5

Reed Stenhcuse Cos Ltd OTC 20.13 -1.8 26.1 0.60 3.0 20.38 20.00 106.4 New York Marine & General Insurance
--

Great West Life Assurn Co OTC 366.00 0 0 9.4 14.00 3.8 366.00 366.00 0.5
AGENTS/BRCKERS AVERAGE 44.0 2.1 Hanover Ins Co OTC 43.25 -4.9 73.3 0.56 1.3 44.38 43.25 57.8 Co has filed a registration statement with the

Hartford Steam Boiler Insptn OTC 45.75 2.2 39.4 1.50 3.3 46.25* 45.00 13.6 Securities & Exchange Commission for theBans City Life Ins OTC 77.00 0.0 8.8 2.88 3.7 77.00 77.00 3.1

Conglomerates & Holding Cos. Kemper Corp OTC 55.38 -5 9 23.9 1.80 3.3 58.25 55.38 246.4 proposed public offering of 500,000 new
shares of common stock PaineWebber Inc

American Express(Fireman's Fd) NYSE 46.75 3.0 16.0 1.28 2.7 46.75* 45.75 4,193.8 Liberty Corp S C NYSE 31.75 0.0 14.8 0.72 2 3 31.75 31.25 13.5

Anderson Claytor(Ranger/PanAm) NYSE 38.88 -0.3 33.5 1.32 3 4 39.25 38.88 75.7 Lincoln Natl Corp Ind ma 44.75 2.3 11.8 1.84 4.1 44.75 43.25 282.5 Will manage the Underwriting grOUp that
A/co Inc NYSE 8.25 8.2 0.0 0.00 0.0 8.25 7.63 539.6 Mission Ins Group Inc NYSE 7.75 1.6 0.0 0.00 0.0 7.75 7.50 391

Berkley W R Corp OTC 15.50 0.0 00 0.32 2.1 15.75 15.38 56.7 Monumental Corp OTC 32.13 -3.0 23.6 1.30 4.0 33.13 32.13 35.7 plans to offer the shares to the public Pro-
CIGNA Corp NYSE 55.75 -1.3 796.4 2 60 4.7 55.75 55.13 1,123.6 Northwestern Natl Life Ins OTC 27 13 -11.4 6.5 0.80 2.9 29.25 27 13* 1,551.9 ceeds from the proposed sale will be used to
City Investing Co. (Home Ins ) NYSE 35.38 -1.0 5.5 0 00 0.0 35.75 35.25 756.4 Ohio Cas Corp OTC 59.13 -0 8 21.9 2.80 4.7 60.50 59.13 196.4 increase the Company'SSurplus
CIA Fint Corp (CNA) NYSE 53.50 7 3 20.6 0-00 0.0 54.00• 50.25 97.1 Old Rep Intl Corp OTC 33.13 1 1 8.0 0.74 2.2 33.13 32.63 73.S

General Re Corp NYSE 81.50 -2.1 53.6 1.56 1.9 83.25 81.38 352.1 Olin Cap Corp NYSE 27.25 0.0 0.0 0.76 2.8 27.25 26.25 105.6

ITT (Hartford Group) NYSE 31.25 -4 6 98 1.00 3.2 32.50 30.88 2,568.4 Protective Corp OTC 19.SO -9.3 6.6 0.66 3 4 21.25 19.50 228.5

Optimum Htdg Corp OTC 0.50 0.0 0.0 0.00 0.0 0.50 1.50 2,6 Provident Life & Acc Ins Co OTC 23.00 -5.2 6.2 0.88 3.8 23.75 23.00 269,6 American General dividend
Sears Roebuck & Co. (Allstate) NYSE 38.50 5.8 9.6 1.76 4.6 38.63* 37.13 8,373.1 St Paul Cos Inc OTC 69.88 0.2 0.0 3.00 4.3 69.88 69.13 466.7 American General Corp declared a quar-Teledyne In= (Argonaut) NYSE 258.75 1.9 5.6 0.00 0.0 259 50 256.75 227.0 SAFECO Corp OTC 41.50 -1.5 14.8 1.60 3.9 42.50 41.38 424.5

Sri Corp OTC 18.75 -1.3 89.3 0.68 3 6 19.00 18.50 52.1 terly dividend of 25 cents per share onTransamerica Corp

(Occidental & Fred S. James) NYSE 30.75 0.4 15.1 1.64 5.3 30.75 219.75 599.9 6srIr·o Inc OTC 21.63 -0.6 0.0 0.80 3.7 21.75 21.50 140.8OTC 4.63 -2.6 0.0 0.15 3.2 4.88 4.63 33.3 American General common stock, payable....=...=-

CONGLOMERATES/HOLDING COS. AVERAGE 11 4 1.7 June 1 to shareholders of record May 13Tokio Marine & Fire Ins Co OTC 189.00 8.3 32.7 0.00 0.0 189.00* 179.00 3.1

Torchmark Corp NYSE 47.13 -6.5 10.4 1.00 2.1 49.88 45.75 309.3 American General also reported the follow-
Insurers Travelers Corp NYSE 48.00 0 5 11.6 2.04 4.3 48.00 47.38 717.3 ing quarterly dividends, all payable June 30United Fire & Cas Co OTC 22.00 0.0 0.0 0.80 3.6 22.00 22.00 0.2
Aetna Life & Cas Co NYSE 46.25 1 6 23.5 2.64 5.7 46.25* 45.25 1,214.3 United States Fid & Gty Co NYSE 36 88 2.4 39.7 2.20 6.0 36.88 36.00 655.0 to shareholders of record June 10
American General Corp NYSE 34.25 -1 4 11.1 1 00 2.9 34.50 33.25 1,186.0

• $264 convertible preferred stock 66Amen Heritage Life Invt Co NYSE 33.75 7.1 10.0 1.20 3.6 33.75* 31.88 4.4 Ustife Corp NYSE 35.50 -4.1 8.1 1.04 2.9 35.88 34.75 639.0

American Irity Fint Corp OTC 20.75 0.0 0.0 1.12 5.4 21.13* 20.75 9.3 Washington Natl Corp NYSE 24.13 -8.1 7.1 1.08 4.5 26.50 24.13 129.5 cents per share
American Irtl Group Inc NYSE 84.00 2.1 24.9 0.44 0.5 84.00 80.75 389.3 Zenith Natl Ins Corp OTC 15.25 5.2 0.0 0.68 4.5 15.25* 15.00 39.2

.......... . Adjustable rate preferred stock, series
Aneco Reins Ltd OTC 1.SO 0.0 0.0 0.00 0.0 1.50 1.SO 1.1 INSURANCE COMPANIES AVERAGE 16.3 3.2 A $1.51 per share

System design Altman Information Systems . Adjustable rate convertible preferred
stock, series B· $1.42 per share
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