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DES makers fight
group liability rule

Bright outlook
Micom's new
package is
forward-looking,
says personnel
analyst Sheila
Lewis, left, with
Mary Harrell,
administrative

assistant

Benefit redesig
helps firm compete

By SHARON WATSON

DALLAS-You have 30 days t6 design and market an
employe benefit program that will:

 Lure employes to your company from other firms
known to have generous benefit packages.

- Raise employe contributions for the increased benefits
without making current employes unhappy.

« Contain the benefits you'll want to offer knowing the

firm is growing rapidly.

Micom Data System here was presented with this prob-

Continued on page 22

U.S. lawyers solicit
oil rig disaster suits

By JOHN H. MILLER

OSLO, Norway-U.S. attorneys
are trying to take over some of the
costly personal liability claims
emerging after the tragic loss of
the French-built oil rig Alexander
Kielland in the North Sea March 27
(BI, April 7).

So far they have 'been rebuffed
by the Norwegian trade union fed-
eration Landsorganisation, which
is hoping to achieve $200,000 set-
tlements for each ofthe families of
the 96 Norwegian workers killed.

Similar settlements are forecast
for the families of 27 Britons,
Finns and Swedes who also were
drowned, bringing to $25 million
the total liability bill faced by in-

surers in the U.K. and elsewhere.

Adding the cost of the lost rig,
the insured loss is now estimated
at $60 million to $70 million.

"Certainly some U.S. lawyers
have been in contact with be-
reaved families here with the
promise they can get better judg-
ments in the U.S.," Karl Nandrup
Dahl, senior legal executive for the
Landsorganisation, told Business
Insurance.

"We prefer to do things accord-
ing to Norwegian law and feel that
this compensation level is suitable
in the circumstances.”

The U.S. lawyers are assuming
that Phillips Petroleum, which op-

Continued on page 22
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By RHONDA L. RUNDLE

INDIANAPOLIS-EIi Lilly & Co. and at least one
other DES drug manufacturer next month will ask
the U.S. Supreme Court to review California's land-
mark decisi6n against them that greatly expands the
scope of product liability.

The California supreme court ruled March 20 in
Sindell vs. Abbott Laboratories et al that cancer vic-
tims can sue DES makers as a group when the plain-
tiffs don't know the manufacturer of the drug caus-
ing their injuries (BI, March 31).

Liability for damages among DES (diethylstilbes-
trol) makers must be determined by their market
share for the drug, the court reasoned in its 4-3 deci-
sion.

Already "nearly all plaintiffs are now citing the
Sindell opinion" in their cases, said John Leahy, staff
attorney for Lilly,

"We intend to argue in the Supreme Court that the
principle of industrywide liability violates the 14th
Amendment guarantee of due process and equal pro-

Phony policies

Regulators in New Jersey and Florida .
have put out of business three of four

companies that handled bogus policies:
Page 2.

Mr. President?

Presidential candidates sharply dis-
agree on commercial insurance issues:
Page 8.

The markets

Watch insurers' return on equity to pre-
diet the next downturn in the market:

Page 26.

tection under the law," he said.

Lloyd's of London and The Home Insurance Co. of
New York insured all ofLilly's liability for DES until
1969, said Raymond E. Rauch, senior counsel for the
drug company. Subsequently, Lilly set up a self-in-
surance prograrn.

The private insurers neither concede nor deny re-
sponsibility for claims, Mr. Rauch said. "Technically
they have reserved their rights so that coverage is-
sues are currently unresolved," he said recently in a
report confirmed by the company.

Four other drug company defendants in the two
California DES cases, Sindell vs. Abbott Laborato-
ries et al and Rogers vs. Rexall Drug Co. et al, will
probably join in the appeal, says a legal source close
to the case.

So far, however, only Rexall definitely intends
to petition the Supreme Court, its attorney says.
Abbott Laboratories and E.R. Squibb & Sons are
still considering the action, company spokesmen
said. The Upjohn Co. declined to discuss its

Continued on page 27

Agreed-value policies

stem inflation's

threat

By ELLIS SIMON

NEW YORK-Risk managers
must keep policy limits floating on
therisingtideofpropertyvaluesor
be swamped with an underinsured
property loss.

Inflation has driven commercial
property values up more than 50%
over the past five years. This year's
increases could be 15% to 16%,
says Ed Moran of Marsh & McLen-
nan Protection Consultants.

A company that has neglected to
increase its insured values over the
past five years could recover only
half the replacement cost or less if
a loss occurred today.

Ask the owners of eight offshore
oil rigs that were lost in the last
year. They were insured for a total
of $152 million less than the re-
placement value, said Roy Wil-
liams, president of AIG Oil Rig.

Accurate property values and a
good valuatién system are also
needed to secure agreed-value cow
erage from insurers. Agreed-value
coverage, which can be written
into both replacement cost and ac-
tual cash value policies, eliminates
the coinsurance feature of prop-
erty policies and is the
policyholder's best life jacket
against inflation, experts say. -

If current trends continue, prop-
erty vdlues will rise at ever-in-
creasing rates. Building values
rose 8% to 8.5% during 1977-78 and
11%last year, Mr. Moran said. Ma-
chinery costs rose 9% in 1978 and
13% in 1977.

"Most large companies are hard
pressed to keep track oftheir phys-

ical assets," said Wayne Crawford,
vp of Industrial Risk Insurers.
"Most have arranged a listing of
items and values on computers
and attempt to keep up with addi-
tions and deletions as they are re-
ported by plant managers.

"To keep these values up with

inflation, most corporations rely
heavily on their property insur-
ance underwriters to supply aver-
age value factors.”

Keeping property values current
is one of the "most voluminous
tasks" a risk manager faces in most

Continued on page 27

Escalating Property VValue

Building

Source: Ed Moran. M&M Protection Consultants

1980 15%-16%*

1979 11%

1978 8% -—-8.5%

1977 896-8.5%

Contents
1980 15-16%

1979 13%
1978 9%

1977 9%

Year-und estimate it trends continue
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Chase Manhattan investigates

$20 miillion in loan losses

NEW YORK-Chase Manhattan Bank IS investigating $20 mil-
lion in allegedly fraudulent loan transactions that may involve
bank employes

1 If the loans are found to be noncollectible because of employe

dishonesty, losses can be recouped under fidelity coverage pro-
vided by Chase's bankers blanket bond.

The fidelity coverage is "several times $25 million" underwritten
by several companies, a bank spokesman said The bank's cov-
erage starts after a $2 million deductible.

Among the insurers are The Hartford Insurance Group, which
underwrote 30%ofthe cover, and Aetna Life & Casualty, which has
an undisclosed portion of the risk

Ifthe lossis not the result of fraudulent acts by employes, a loan
loss reserve in excess of $400 million would be tapped

Officials shut down

bogus policy dealers

By LEN STRAZEWSKI Business Insurance reported ex-
clusively (April 14) that an Eastern lands records that indicate it paid

LEXINGTON, Ky -State insur- District grand Jury and U S. postal about $106,000 m premium to Cen-
ance departments here and in New inspectors were investigating Mr tral Fire," Mr Dickinson ex-
Jersey shut down two ofthree bro- Campbell and his firms-Trans- plained, "and we are now trying to
kers and an Insurer that handled portation Insurers and Highlands get it back,"

Mr Campbell, also purchased
some of the coverage from and
ers Global International Underwri- paid premiums to Global Interna-

The New Jersey insurance de- ters in Coral Gables, Fla, a broker- tional Underwriters, a Florida ex-

partment has revoked the license age link between Mr Campbell cess/surplus lines brokerage, Mr.

"We have telegrams in the High-

bogus truck physical damage poh- Mutual-for selling fraudulent po-
cies sold to long-haul coal truck- licies to long-haul coal truckers

of Stanley Slebenberg of S&L As- and Mr Siebenberg, has dos been Dickilnson said Premiums paid to
sociates in New Jersey for placing reviewed by Florida regulators Global were to be forwarded to Mr
Siebenberg, whose firm S&L As-

Mr. Campbell's Highlands Mu- sociates allegedly placed the cov-

The Kentucky insurance depart- tual "might be able to pay about 70 erage with London insurers, he
ment this week takes Highlands cents on the dollar m claims and said,
Mutual Insurance Co, operated by debts," said Jim Dickinson, chief
Robert R Campbell, into liquida- examiner in the Kentucky insur- ereign Fire & Marine and Tur-
tion proceedings after closing it for ance department. Repayment de- guem-later denied Mr Sieben- 4
not paying claims Transportation pends on how much of a $50,000 berg had the authority to negoti-
Insurers Inc, Mr Campbell's for- debt Transportation Insurers can ate the coverage New Jersey offi-
Charter 011 Co. captive insurance company managed by Cayman mer brokerage firm, closed its pay Highlands and how much pre- cials, however, revoked his license
Underwriters Cayman Underwriters is also a subsidiary ofCharter doors after being ordered by the mium is refunded by reinsurers, for signing binders naming these
011 Kentucky insurance department including Central Fire and General companies because Orion and

Mr Ray testified that he signed Mr Winford's name to the check, not to take any new business Continued on page 21
but that he did so on the telephoned instructions of Mr Winford.

Mr Winford testified that St. Ives did not owe Trenwick $30,000
and that he never instructed Mr Ray to sign his name

Dave De Marco, former president of Cayman Underwriters who
resigned from the firm this spring Just after Mr Ray (BI, April 28),
testified that Mr Ray had drawn a proper check

Cayman director convicted

GEORGETOWN, Grand Cayman-John W Ray, former director
of Cayman Underwriters Services Ltd here, iS appealing a June 9
conviction in Cayman court for forgery and obtaining property by
deception

Mr Ray was convicted of forging on a $30,000 check the signa-
tureofKent Winford, senior vp ofTrenwick Ltd., aBermuda-based

Insurance with unauthorized in-

surers

The U K insurers-4)ion, Sov-

reinsurance company
The check was drawn on the account of St Ives Insurance Ltd, a

Insurance Co of Jamaica

Truck deregulation bill
opens policy debates

By STACY SHAPIRO

Conn. to appeal BC/BS ruling

HARTFORD-The state insurance department will appeal a su-
perior court Judge's ruling that an 18-month-old decision to bar

Blue C /Blue Shield fi tering the life i field i . "
ve tross/Blue teld from entering the fite Insurance neld Is gress and the ICC, to my dismay " analyzed the value of your mer-

Mr Augello urged traffic and chandise "

CHICAGO-As truck deregula- claims managers to protect their Shippers, carriers and even ICC
tion rolls in for a final vote this companies from m]or freight loss employes from as far away as
week in the House of Representa- by checking their cargo insurance Alaska and Canada gathered here
tives, shippers and carriers pre- "Ask your corporate risk manager to hsten to Mr Augello explain the
pare for the insurance confusion what insurance you have on your intricate web of common liability
yet to come. shipped goods and the last time he Continued on page 25

The hot issue Freight insurance

The Judge's decision stated that the ruling (Bl, Feb 5,1979), is-
sued by insurance commissioner Thomas C Mike, is erroneous ,
only because it is based on an interpretation ofthe wrong state law.

The commissioner had the authority to deny the application un-
der one state law, but he erroneously based his denial on another
state law that delineates activity and power granted the specially
chartered health services corporation, the Judge ruled.

Blue Cross will not try to acquire the dormant American Profes-

limits will fluctuate with deregula-
sional Life Insurance Co of New jersey until the appeal is re-

ted motor carrier rates, says Wil-

Love's labor lost

solved, a spokesman said The $180,000 purchase of the life insur- ham Augello, executive director/

ance company requires state insurance department approval, said general counsel for Shippers Na-

state assistant attorney general John Haines. tional Freight Claim Council Inc

Four racing dogs from lIre-
Carriers will institute deducti-

RiOt |OSSGS near $250 mi”iOn bles, like $100, that could increase

pilferage Mr. Augello says. "Who's

land traveled by plane to Cali-
fornia via Miami They died en

MIAMI-Losses from the recent race rioting here are almost $250 route The owner, grief-

million in property damage and missed sales, local officials now es- ' going to go through the trouble of strlcken forgot to file a_claim
making a claim on a $100 case of with the airlines until after the -

pizza9" he asked — = _ 1 —

timate

Insurance companies with policyholders in the area are still sift- seven-day time limit issued by
mg through claims to see what their exposures will be, but Miami
city manager Rob Parkins said many of the losses-particularly

those mvolvmg business interruptions-may be uninsured

The Motor Carrier Reform Act tion Who is liable for the dead \
dogs-the airline or the man
who shipped them9 Can he col-
, motor carrier liability regulation lecto

' by the Interstate Commerce Com-
mission. But it will also allow

of 1980, sponsored by Rep James
J. Howard (D-N J ), wdl guarantee
1 st Amendment claim filed
A trucker hauled 25 sheep to
NEW YORK-AN upstate New York newspaper's fight to cover a the slaughterhouse and on the
closed hearing in a murder trial has created the first claim for First truckers to negotiate liability
Amendment insurance underwritten by a Bermuda captive. 1 limits with shippers under ICC

The Binghamton Evening Press has notified the Mutual Insur- ' Jurisdiction

way five died. But 10 lambs
were born. Who pays for the identical boxes to Dallas
dead sheep-the trucker or the Somehow the identification la-

ance Co Ltd, ItS First Amendment pollcy msurer, that the paper | "There will be no uniform owner, And who galns custody bels fell off and the airline

will pursue Iegal action against the Judge's order closmg the pre-

limmary hearing

The policy, offered only to members ofthe American Newspaper
Publishers Assn six months ago, provides up to $1 million of
coverage for court cases involving the First Amendment rights of
the press (BIl, Oct 15, 1979)

Although the preliminary claim has been filed with Mutual,
newspaper officials say they doubt the captive will have to pay any
losses in this case

The cost o f the hearing to try to open the preliminary proceed-
ings of the murder trial will "not come anywhere near the deducti-
ble" of $10,000, said Binghamton executive editor Sal Devivo.

Approximately 300 newspapers around the country have signed
up for the insurance and another 100 are in the process of filing
applications, said Arthur Hanson, general counsel of the ANPA
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' of the little lambs?

rules," Mr Augello said at an
SNFCC seminar on the liability

changes in carrier liabllity. "Uni-

didn't know which body was
Two Americans died in Mex- which An attendant called the
ico and were flown home in Contznued on page 25

formity is disappearing in Con-

Ohio attac ks vision plan

OVS 5 part of Vision Service
Assn, whose members now make Plan National, a nationwide in-
COLUMBUS, Ohio-The Ohio up two-thirds of the 15-member surer of vision care benefits The
attorney general's office, charging OVS board The attorney general national organization also coordi-
Ohio Vision Services conspires to also asks for an indunction barring nates Minnesota Vision Services,
set-rates and restrict competition, further restrictions on price adver- currently under mvestigation by
is suing to force the vision care tising and competition marketing the Minnesota attorney general
plan to restructure its doctor- by Ohio optometrists, said Charles and the state insurance depart-
dominated board of trustees D Weller, antitrust section assis- ment for suspected violations of
The federal antitrust suit asks tant to attorney general William J state insurance laws Business In-
surance, May 26)
Ohio is trying to "nlp in the bud"”

By JOHN MAES board by the Ohio Optometric

for complete divestiture of the Brown

provider domination of vision care
insurers as vision plans become a
/ more popular employe benefit and
competitive prices become more

errors & omissions

e Sargent Wobber &Co Inc,a - Because of a typographical important to the consumer's inter-
broker member of the New York error, Minnesota Delta Dental's est, Mr Weller said

Insurance Exchange, is Jointly revenues were misstated in the
owned by Smyth, Sanford & June 9 issue The company's reve- trists group and OVS officials say
Gerard Inc. and Adams & Porter nues for the first quarter of uns the state won't be able to prove
Inc A June 2 article said the firm year were $649 milhon compared antitrust violations by OVS

was a subsidiary of Smyth, San- with $5 47 million for the first "The Ohio Optometric Assn
ford & Gerard. quarter of 1979 Continued on page 25

But attorneys for the optome-



Don't fight pooling
groups tell insurers

By JERRY GEISEL Retention Act fails to pass, said Risk Retention Act
Dirk Van Dongen, executive vp of "We are not going to be bulhed
WASHINGTON-Two maJdor the NAW or threatened into changmg our
- busmess groups are threatening to "If a consensus can't be position on this issue orany other
repeal support of the insurance achieved on this modest proposal, issue,” said Tom O'Day, govern-
industry'S immunity from federal perhaps another alternative may ment relations officer at the Alh-

antitrust law if the Risk Retention be in order,”

, Act dies in Congress public affairs director of the ma- dustry trade group
The National Assn of Whole- chine tool builders That alterna- The American Insurance Assn,

said James Mack, ance of American Insurers, an in-

C saler-Distributors and the Na- tive could Include repeal of Mc- another large insurance trade
tional Machine Tool Builders Carran-Ferguson, Mr Mack said group, also will continue to oppose
9= Assn, two leading supporters of the Risk Retention Act, counsel
ea . the Risk Retention Act, say a re- The Risk Retention Act, passed Dennis Connolly said "Both is-
—r peal of the McCarran-Ferguson by the House, is now bottled up in sues should be addressed sepa-

v Act maybe m order if insurers con- the Senate Commerce Committee rately,” he said
tmue to oppose the pooling legisla- Insurance trade groups, al- Business groups supporting the
tion though concerned about the pub- Risk Retention Act issued their

L R.: "We will look very .eriously at lic threat to the McCarran-Fergu- warnings to insurers about McCar-
tr whether a repeal of McCarran- son Act, say the threat won't make ran-Ferguson in the middle of in-
Ferguson is necessary" if the Risk them drop their opposition to the Continued on page 21

Disaster probe Competition Kills REX

The U S Coast Guard IS investigating whether a supply boat By ELLIS SIMON that owned REX "REX never de- portunities for use of its system,
owned by Gulf Fleet Marine Inc of New Orleans backed into a veloped the volume to support the Mr Kramer said The company
. . . " . OLDWICK, N J -Competition cost of the system " will resume active business when
natural gas well line, causing an explosion and fire on this pro- . i . i
duction platform operated in the Gulf o f Mexico by Marathon 011 in the reinsurance marketplace REX users were to pay a market conditions permit, he
P p . o Y . put the Risk Exchange Inc, a $5 monthly fee of $800 to $1,000 to added
Co of Findlay, Ohio Gulf Fleet, which is insured in the US for million computerized system for rent computer terminals plus 3% Although REX was a well-
liability throu%h broker Adams & Porter and managing general marketmg facultative reinsurance of written premium as a service thought-out system, it was dubi-
agent Talbot Bird & Co Inc, denies such charges, saying its boat risks, on indefinite hold charge Bl, Feb 19,1979) The sys- ous whether it would replace the
was docked alongside the platform at the time ofthe blast Mara- REX will suspend- operations tem was to streamline reinsurance traditional relationship between
thon is insured for property loss and well control by the oilindus- June 30, president Henry T Kra- placement primary insurers and remsurers,
try captive 011 Insurance Ltd of Bermuda The loss is still unde- mer announced last Monday En- said James D Koehnen, chief ex-
termined, but could be from $1 mllilon to $10 million, an insur. try of new reinsurers into the mar- In the current reinsurance mar- ecutive officer of American Rein-
ance department aide said An $11 million drilling rig on board ket created highly competitive ket, "An underwriter doesn't have surance Corp, which did not par-
. . conditions in which REX could to gather his facts together and, ticipate in the system
the platform, owned by Progress Drilling & Marine Co of Hous-

. . ) not compete search for markets,” Mr Baker REX replaced the interactions
ton, was believed to be a totalloss Progressive Marine Insuran‘?ﬁere s so much capacity toda continued "It's so much easier.to between underwriters with the im-

Co., the firm's Bermuda captive, had a srnall participation in the that an underwriter can sit at his do business over the phone than to personality of a computer ter-

loss, said Ed MeGahey of Progressive Marine's insurance depart- phone and place a risk," said go to a terminal,” minal, he said It is doubtful
ment The balance of the-loss is under a policy with Lloyd's of Maurice B Baker, senior vp of REX w11 continueasacorporate whether complicated risks can be
London underwriters -Ellis Simon Crum & Forster, one of 11 Insurers entity and will explore other op- handled on that basis, he added -

Sj'f Coat * ef 111. work comp
baffles exchange

Clairns review firm PSR@5 enly trim e s
- - Yy prepared to take it On," he said
monitors treatment hospital use: Study o g Siher direstors suggested plac.

CHICAGO-The lllinois Insur- ing a moratorium on the risk and
ance Exchange plans to under- asking the llhnois industrial com-

By Jill KAPLAN By MARY ANN MATLOCK write workers compensation in- mission to rule on the issue.
surance when it opens-July 1, but Under a revised draft of regula-
CLEVELAND-Sirens screanfihg 'and lights WASHINGTON-Employers may want to the coverage may have- to be Continued on page 21
flashing, an ambulance unloads an unconscious - scratch review.of.hospital care from their-list of , ' dropped under llimois law
employe who.is sent to undergd a' batte* of exi ways to cut healthcare bills, based on a report Y Interim commissioners of the,
%enswe and highly specialized, t@sts- .. », ».« frofh:the Congressional Budget Office -- : exchange were unsure last week - .
, ut are all of the tests really necessafy® Professional standaids review ofganlzatlflns 1, what steps will be taken to resolve Fla |eg |S|atu re
Employdrs are spendidg Hundreds of.,mil-,. whichlook over doctors"shoulers to check t he workers compensation issue
. lions of dollars' Unnecessailly,".'co,ntedds Karl, need for tare and length,of hodpltal stayS"arc 0 Board chairman Donald Mont. a p proves byl aws
2 Bunkelman, president of a sbeCIbllzed claims re- '- barely reducing hosital stays and aren't cutting :,, , gomery, c hairman of Celina
view, service ,"Nobody's thete providing,dn ' the cost of'care, the report says Using one for- r' Group, said it may require a court Of eXChange
auditing function to monitor whit's going on. mula, PSRds don't ev'en pay, for themselves " ,. ruling
Fidelity Revenue. SVstems IRE, a six-month-. Some employers arodnd the country, anxious , . But on opening day, exchange Florida's mew insurance ox-
old firm based in Clevelaild Eind,headed by Mr to cut hospital bills, have contracted for PSROs . syndicates will be allowed to i
Bunkelman, iS a self*roclaimed "fiscal watch- to review their employes' hospital stays underwrite the risk Ifthe business zl—;?;ii:':lzii::::s ;hfethe—
dog " is found to conflict with lllinois . .
The firm boasts it can. cut hdalth insurance PSROs reviewing treatment of Medicare pa- law, it w111 be dropped, he said Americas, fO“O\_ng a state sen-
» cBsts by an average of 5% to 10% by reviewing tients cut hospital stays by Just 1 5% in 1978, the The potential conflict surfaced Iantz ;ﬁi::;::;g::zdag;:;;
claims and 6xaminmg medical, records,#with study found during a June 10 meeting of the for the. market and the name
some employers saving as muchias 14% on pre- PSROs' limited effectiveness at cutting Medi- interim board of directors as it re- change
miums dare'patiedts' length- oBstay suggosts the cost- . ' viewed authorized categories of The senate vote follows o ro-
' 'We're' making sure retrospectively' that the control measdre may not be, as effective as. ' business Directors were told that t vote in the h "
hospital'did* the right thing,t’,Mr Bunkelman hoped - even though the lllinois msurance :Z:ta\ﬁ,zsl?wheereo:ssrcc:v;?s\,r:;
said "There is no kind-df scrutiny of services But the'CBO hedges its findings somewhat by ' code allows a syndicate to be also overwhelming The mea-
. lilte this m the countn>>day :' -. V' admitting its statistics fail conventio'nal te'sts for authorized to underwrite workers Sure Nnow awaits Gov Robert
o ] _Slglllfl(?arlce'anllEl potlrlg thatlt_ can't explain re-. compensation risks, state law re- Graham's signature
Mr. Bunkelman disrrilssestprdfessional stan- . gionaldifference’'s-in theeffectiveness of-PSROs. 4 , quires workers compensation in- An intorim board of directors
dards review organization efforts at care review . The Northeast, for example, reported the ', surers to be licensed by the state to .
ds ineffective and costly greatest'reduction in hospital days (4.8%) while transact the business Exchange ZVV.I:LEr?hza:;itﬁi:?;‘iitzz
"They're too controlled by th people we're the North Central drea had a 21% reduction and. syndicates will not be licensed in- .
trying to scrutinize,” Mr Bunkelman said the West 14% The South recorded a 19% inl ' surers :?::iaiifa(?da;zoegiizaa:::
"They have to go throughthree to four levels Just crease in hospital days Board member Peter Van Cleave surance commissioner Bill
to get a sanction and then have to'report to Wash- These regional differences are "difficult to in- of Kemper Agency said the ex- Gunter
ington It's the most laborious, drawn-out pro- terpret,” the study explains, although they ap- change should consider excluding Selection of a site, either
cess I've ever seen.” pear linked to the degree PSRO programs were workers compensation risks not Miami, Jacksonville or Tampa/
FRS is results-oriented and refuses to pay up if implemented m.hospitals m the geographic-re- only to avoid legal complications St Petersburg, will be the first
there is no documentation,:but PSROs merely gions In the Northeast, with the best results, the but also to spare syndicates the ex- responsibility of the 14-mem-
make recommendations and hope lietter stan- degree ofimplementationwas highest 833% In, pense of insuring the risk "With ber panel, Mr Guzzo said
Continued on page 23 - ' Continued on page 23 the loss prevention and claims ac-

| tivity involved, | don't think we're
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Ariz. Bank puts money on self-funding

IN AN INITIAL move toward
better cost containment, The Ar-
izona Bank of Phoenix has swit-
ched its group health coverage
from Aetna Life & Casualty to a
self-funded plan.

"We felt we could do a better job
from a claims standpoint and in
cost savings," said John Welsh,
benefit administrator for the bank.
Expected cost savings are about
$100,000 a year, he said.

The self-insured plan took effect
May 1. Galbraith & Green of
Tempe, Ariz., is the contract ad-
ministrator.

The switch will not mean any im-
mediate changes in benefits for the
bank's 1,800 employes. Employes
earning less than $10,000 a year
pay a $75 annual deductible with a
maximum of two deductibles per
family. Employes earning more

benefit beat

than $10,000 pay an annualdeduct-
ible of $100, alsc with a maximum
of two deduct_bles per family.
There is no dollar limit on benefits.

Although no benefit changes are
being made at present, - he tank
will reevaluate :ts program at the
beginning of 1981, taking a "long
and hard look” from a zist-con-
tainment standpoint, Mr Welsh
said. As a result, outpat.€n: cov-
erage could be expanded to pro-
vide an incentixe for em>™oyes to
reduce their use of inpatient care,
he said.

Premium increase

Chesapeake, Va., city wcrkers

v,il__ apparently have to pay 20%
more for hz spitaliz:tion insurance
after a slated inire:se in city con-
tritutions was killed in acity coun-
:il budget cutba-ck.

The council .ut $100,000 that
had been earmarked to pay for
wo. kers premiums for dependent
.oerage. rhe Blue Cross/Blue
Shield polcy premiums are ex-
pected to increase 10% in July.

The city had Lianned to split the
ZI195 increase K ith workers who
purchase the family plan. If pre-
miLms are hiked as expected, the
price of dependent coverage will
.Nncrease to $55.20 a month from
$16

Tne city presently pays the en-

tire cost of medical insurance for
individual employes.

Health bill

Federal, state and-local govern-
ments will pay more than $325 bib
=.on for health care by 1990, up
from the current $78 billion in
1978, concludes a recent study by
:he Health Care Financing Ad-
ministra=.ion.

Ifthe nation's health care system
remains unchanged over the next
decade, the nation's health bill will
soar to 5758 billion by 1990, up
from the $245 billion this year, ac-
cording to the Health Care Financ-
ing Review. Total per capita health
care expenditures could exceed
SB,COO in 1990, from $863 in 1978.

"A hospital cost containment
till offera usone ofourbest oppor-

Planning Ahead

That's what group pensions are all about.
But just as you need a sound strategy to win
a chess game, you need a strcng team of
experts to help you achieve your pension

planning goals.

Crown Life offers a fullline of funding
arrangements to fit almost any situation and
the team of experts you need to snake yo Jr

goals a reality.

Crown Life's Regional Group Pension
Specialists live and work in the regions they
service. They are aware of the specific
problems facing their areas. They are exge. t in
Group Pension and Profit-sharing Plans.

They are part of the team that's ready to work

for you.

The Crown Ufe team also includes an in-hcuse

investment research departmen. with
a record of above-average investment
performance. The team will

prepare your quotations;

They will draft the plans;

if you wish, they will

administer the plan

for you and prepare

all valuations.

*CROWN

LIFE INSURANCE COMPAN¥
HOME OFFICE, TORONTO, CANADA

Plan ahead. Use every tool at your disposal.
And make the moves that count To get
Crown Ufe on your team, conlact one of our
Regicnal Group Pension Offices

Chicago
Denver
Detroit

Los Angeles
Memphis

New Jesey
Seattle

Tampe

(312) 325-320C
(303) 377-2791
(313) 559-8800
(213) 843-540C
(901) 767-8985
(201) 376-9150
(206) 454-4624
(813) 87 3-4510

tunities to bring down the overall
rate of inflation," said HCFA ad-
ministrator Leonard D. Schaeffer.
"The cost of hospital care jumped
from $13.9 billion in 1965 to $76 bil-
lion in 1978. If it continues un-
checked, our projections show
that this year's hospital costs will
be $97.3 billion, and costs could
skyrocket to $334.6 bHlion in
1990."

Factors cited in the rapid growth
of health expenditures are:

< An expected increase in the
ratio of physicians to the general
population, which is likely to
mean increased payments for phy-
sicians' services as well as hospital
care and other doctor-ordered ser-
vices.

= Third party payments, which
increase consumer demand for
services.

- Fee-for-service and cost-based
reimbursement systems that re-
ward health care providers with

additional revenues from third-

party payers.

Blue Cross rates

Present subscribers to certain
community-rated contracts and
riders issued by Blue Cross of
Western New York Inc. will pay
14.4% more as of July 1.

The rate increase, the first for the
health service plan serving the city
of Buffalo and neighboring coun-
ties since December 1977, was
4.8% less than Blue Cross re-
quested.

Monthly increases for group
contracts approved by state insur-
ance superintendent Albert Lewis,
which took effect May 21 for new
subscribers, are:

- Standard contract for 120 days
hospitalization: $1.30 for individ-
uals and $4.80 for family sub-
scribers.

- Standard contract with
80%/20% coinsurance rider: $1.06
for individuals and $3.88 for fami-
lies.

- Standard contract with $50 de-
ductible rider: $1.19 for individ-
uals and $4.25 for families.

Pension changes

About 1,000 workers at four Ohio
Edison Co. plants will benefit from
pension plan changes under a new
two-year contract between Ohio
Edison and the Utility Workers
Union of America. The contract is
effective July 1.

The income percentage formula
for calculating pensions for
workers with more than 30 years of
service was increased and a new
"pop-up" retirement plan will be
initiated. This plan, to begin Jan. 1,
1981, will allow a retired couple to
receive a reduced pension payout
until one spouse dies, at which
time the surviving spouse will con-
tinue to receive full payouts.

The company will also investi-
gate the establishment of a dental
care plan to be paid for by em-
ployes. Details of such a plan are
yet to be worked out.

Made anv benefit changes ? Write
Valerie Berg, Business Insurance,

740 N. Rush St., Chicago, IU. 60611
or call 312-649-5430.

First CEBSs
to be conferred

BROOKFIELD, Wis.-The first
Certified Employe Benefit Spe-
cialist designations will be con-
ferred Nov. 16 at the 26th annual
educational conference of the In-
ternational Foundation of Em-
ploye Benefit Plans in Honolulu.

As many as 100 to 125 persons
may qualify for the designation af-
ter the final exam in the 10-course

program June 18-20. -



There are, by recent
count, some 4,700 insurance
companies serving America.
You’d probably recognize just
a handful of them by their ad-
vertising symbols.

We're the company with
the famous little railroad
station. And behind the little
station there’s an important

|

Quick.

Name an insurance company,

idea: Business insurance s
a partnership.

Through experience, we
know business insurance does
its job best when the policy-
holder and insurer work to-
gether to control losses. We
expect that kind of participa-

WAUSAU

tion from our policyholders.
Because there is no substitute
for a partnership effort when
the goal is to save life, health
and property and to control
your ultimate insurance costs.
We do our part. Youdo yo
part. That’s the Wausau story.
Wausau Insurance Companies.
Wausau, Wisconsin 54401.
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editorial opinions

Pull leash on costs

AT O WONDER employers don't know
1 V which leash to grab to pull health care
costs in line.

The proposed list of methods for cap-
ping health care costs is getting almost as
long as the monthly claims payment print-
out. And now we get the Health Care Re-
form Act of 1980 proposed by Rep. Rich-
ard A. Gephardt (D-Mo.) and Rep. David
A. Stockman (R-Mich.), which we re-
ported on last week.

The congressmen contend competition
created among health care plans by their
reforms will ultimately lower the nation's
health care bill. VWhile we hesitate to
underestimate the power of competition
to work wonders in the marketplace, we
fear this reform suffers from a fatal flaw:
encouraging employes to buy low-cov-
erage health plans.

The congressmen reason that offering
employes up to $500 rebates for choosing
inexpensive health care plans that require
the individual to pay more out of pocket
for care will lower the use of services and
so lower the nation's health care bill.

But this philosophy is the exact oppo-
site of health maintenance organizations,
which also claim to control rising health
care costs. HMOs preach immediate ac-
cess to care for keeping people healthy
and in the end reducing use of the health
care system and lowering health care bills.

AT e'd like to hear more from the medi-
V V cal community on this issue-as-
suming the medical community will judge
the two philosophies of care without con-
sidering its own self-interest of high de-
mand for its services.

Even if one were to accept that we
should be discouraged from using health
services until we hurt so much that our
physical pain distracts us from the pain in
our pocketbook, this reform bill creates
other problems for employers.

We don't like another use of the tax law
to force rather than encourage employers
to contribute to some new social goal.
Awarding tax deductions for money paid
for group health insurance plans encour-
ages employers to foot the bill for workers'
health care. But limiting the employer's
tax deduction to payments made to fed-
erally qualified health plans is more force

than we can support.

business insurance
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There might not be enough federally
qualified plans in some areas to offer em-
ployers the chance to get the tax deduc-
tion. Or there might be so many qualified
plans for employes to choose from that the
employer would be sending checks to a
multitude of plans-more paperwork and
more expense.

The employer could find this whole sys-
tem so restrictive that it would stop pro-
viding health care benefits.

A T e also don't like the prospect of the
V V new federal bureaucracy that would
be needed to administer this reform. How
many bureaucrats would be needed to re-
view the new and existing plans for fed-
eral qualification? How many would be
needed to tend to consumer complaints
and run the guaranty fund? How in the
world is the federal government going to
stay on top of the prevailing local pre-
miums in order to set the maximum allow-
able tax-free health benefit?

We can imagine that any money saved in
health care would be spent by the feds ad-
ministering this reform.

In the face of seemingly uncontrolled
rising health care costs, it's easy in a mo-
ment of frustration to throw up our hands
and say: Redesign the system. But we
think this action is premature.

As our June 2 article on employers' ef-
forts to control health care costs said,
there's little proof anything is working yet
but there are many leashes available.

We encourage employers to keep experi-
menting with redesigned benefit plans
that encourage outpatient care, second
surgical opinions and reasonable deducti-
bles. We encourage employers to form alli-
ances to work with community health care
providers to hold down the cost of care
and keep the quality high. We encourage
employers to beef up their review of
health claims to avoid paying excessive
charges or false claims. We encourage em-
ployers to share their experiences with
others so we can analyze what works.

There's more to be done to discipline
our existing health care system before
cracking the whip to build a whole new
one, as our two creative congressmen pro-
pose. But it's encouraging, at the least, to
see that the cost of health care is attracting
more attention on Capitol Hill.

. <Aer"

WHO FICKJ UP THE PIECE%?

letters

Business Insurance welcomes letters from its readers, Please keep your
comments as brief as possible and we reserve the right to edit or shorten
letters for clarity or space. Please send your comments to Letters to the
Editor, Business Insurance, 740 N. Rush St., Chicago, ILL 60611.

Assorted blackmail

To the editor: Re May 26 edito-
rial regarding Love Canal issue
and other assorted blackmail.

The "Give away the Panama
Canal, and pay them to take it, lest
they riot" syndrome is very much
alive and doing well. Don't let the
truth prevail, but pay your way out
of claims, no matter how fraudu-
lent in nature or origin.

The entire editorial is an indica-
tion ofa growing sickness, born in
Washington, D.C., and now all-per-
vasive amongst the general Ameri-
can populace. It is an extremely
poor editorial, without logic, truth
or even a smattering of insight.
The "love ofmoney is still the root
of all evil.”

Austin Kellam
Agent
Box 366

Binghamton, N.Y.

'It ain't broke’

To the editor: | have been read-
ing a lot lately about how an insur-
ance manager can take over loss-
control functions and become a
genuine, honest-to-gosh risk man-
ager. The motives often seem to be
purely self-promotional, not the
professional consideration of
benefiting his employer.

Quite often, the loss prevention
function runs effectively separa-
ted from the insurance department
and in those cases, the profes-
sional view is that suggested by a

DONALD A WALSH,

Advertising Dinctor-New York
(212-986-5050, Ext. 15)

bank president friend of mine: "If
it ain't broke, don't fix it."

James R. Taylor

Springfield, Pa.

Another problem

To the editor: The article by B.
Joseph Shelley ("More on the
BAP," May 26) and others | have
seen have not mentioned another
problem of the business automo-
bile policy.

Under the old policy, fire dam-
age which resulted from a collision
loss was clearly covered under the
comprehensive physical portion of
coverage. The new policy shows
that coverage applies to "loss from
any cause except collision,” but
collision is not defined and ad-
justers frequently choose to regard
the collision as the proximate
cause of the fire and deny cov-
erage. This position is hard to de-
fend because coverage for loss by

fire insurance only does not ex-
clude fire loss which results from a

collision.

To most people, the wording
with regard to fire coverage would
clearly show that comprehensive
coverage was intended to cover
fires resulting from collision. How-
ever, too many adjusters look for
reasons to deny coverage rather
than properly pay a claim.

William W. Dintleman
VP

Insurance Brokers

& Consultants Inc.

St. Louis, Mo.
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Nobody responds to fire insurance better than we do.

Our underwriters come on like a house
on fire.

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

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

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

A Member Company of American International Group.

We can.

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

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

Which is one of the reasons the AIG

companies are the fastest-growing major

Commercial Multi Peril market in the U. S.

So whether you need fire or Multi

Peril, call American Home/National Union.

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

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

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

Name/Title

Company

Address

C|ty State
Zip Telephone.

81-6-16

TheAlG Companies.

Let us take the risks.
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Candidates clash in insurance

CHICAGO-AIl four major pres-
identialcandidates agree the states
should continue to regulate the in-
surance industry, but differ signifi-
cantly on other insurance issues, a
survey by the Society of Chartered
Property & Casualty Underwriters
shows.

The issues of federal product lia-
bility legislation, minimum federal
standards for state workers com-
pensation programs and federal
privacy laws cut across party lines,
the survey shows. But Democrats
President Carter and Sen. Edward
Kennedy square off against former
Republican Gov. Ronald Reagan
and independent John Anderson
(R-I11l.) on national health insur-
ance proposals.

The survey's questions covered:

= Product liability. President
Carter reaffirms his support of the

7 [1-s*1-- 1 Lack of consensus

f -«iff." . 3 All four presidential

f»-cA |I. 1 candidates agree the
insurance industry should be

- _

_c.regulated by the states, but

1 Whey don't see eye-to-eye on

Reagan

Risk Retention Act. Rep. Ander-
son says he has cosponsored fed-
eral product liability legislation;
the bill (H.B. 1677) would allow
businesses to set up trusts to self-
insure product liability claims. Mr.

Anderson

Reagan says the matter should be
left to the states. Sen. Kennedy
would allow the states "reasonable
time" to enact such legislation, but

would agree to a federal law if the
states failed to act.

bther insurance issues.

= Workers compensation. Only
President Carter favors legislation
setting minimum federal stan-
dards for state workers compensa-
tion programs; the Administration
is currently working with Con-

arena

T dama—<<z i

AT Vv

4 £-F)

Carter Kennedy

gress to develop such a bill.

Sen. Kennedy and Mr. Reagan
believe the matter should be left to
the states, while Rep. Anderson

"would approach the question of
federal minimum standards for

HOW IRA SAVES YOU CLAIMS DOLLARS:

RNDINGNEWJOBSFOR
DISABLED WORKERS.

At International Rehabilitation
Associates (IRA), we've learned
from our experience with over 700
companies that injured workers usu-
ally want to return to work. It's our
task to make that road to recovery as
smooth as possible for the worker,
the worker's family and the
employer.

IRA statistics show that for ev-
ery dollar spent on effective rehabil-
itation, a ten-fold savings in claims
can be realized. IRA's "whole per-
son" approach to worker rehabilita.
tion has been employed successfully
in over 60,000 cases to date. As a
consequence, the potential impact
of disability payments over the long
term has been reduced or eliminated
for the companies involved.

IRAs 'whole person" approach
involves the consideration not only
of medical requirements, but mo.
tivational, vocational and financial
needs as well. The goal is to take
every practical step in helping re-

— — —
— — —
A
— — —
7 — — —
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SIX SHORT WEEKS

The case of Roberta B., a former
machine operator, typifies IRA's suc-
cess in saving claims dollars by find-
ing prompt and practical solutions to
a disabled worker's employment
difficulties.

IRA was brought into the picture
more than a year after Roberta sus-
tained -a serious injury on the job.
Although she had received medical
clearance to return to work, psycho.
logical problems stemming from the
accident made it impossible for
Roberta to resume her original job.

With the approval of the insur.
ance company's Claims Supervisor,
an IRA Rehabilitation Specialist be.
gan to plan a viable return-to-work
program. Under IRA's guidance,
Roberta B. was able to assume a new,
permanent-job as a.full.time hospital

telephone switchboard operator
within six weeks.

store the worker to productive em-
ployment.

In the vital area of job place-
ment, we always try to return
workers to their original jobs. When

that is not possible, an IRA job
analysis can reveal ways in which
job conditions may be altered to suit
the injured worker. In still other
cases, we can help find a new job
that makes full use of what an in-
jured worker can do.

Now in ics tenth year of opera-
tion, IRA has been providing reha-
bilitation services to self-insureds -
as well as to insurers - longer than
anyother company; and with .50
offices across the country, we are
able to offer rehabilitation services
nationwide.

For more information, write:
George Welch, President, Intema-
tional Rehabilitation Associates,
985 Old Eagle School Road,
Wayne, PA 19087. Tel: (215)
687-9450.

international
rehabilitation
associates, inc.

In Canada: rehabilitation
services of canada

state workers compensation pro-
grams very carefully. | am hesitant
to endorse this course presently."

= National health insurance.
President Carter's plan would
limit a family's medical expenses
to $2,500 a year. In addition, it
would establish a federal
HealthCare program to provide
improved coverage for the poor, el-
derly and disabled; mandate that
all employers provide health insur-
ance for full-time employes and
dependents, and initiate cost con-
tainment programs.

Sen. Kennedy's program would
provide universal coverage, com-
prehensive benefits, across-the-
board cost controls and system re-
forms to promote disease preven-
tion, HMOs and quality care.

Although Mr. Reagan and Rep.
Anderson oppose national health
insurance, Mr. Anderson supports
some sort of catastrophic cov-
erage. He did not outline any pro-
gram, however.

Both the President and Sen.
Kennedy envision a significant
role for private insurers in a na-
tional health plan. Under Presi-
dent Carter's plan, the working
population would primarily be
covered by private insurers.

Sen. Kennedy would model fed-
eral benefit standards on current
private plans. Unemployed per-
sons would be able to choose from
private plans, and only the Medi-
care program would be underwrit-
ten by the government.

Both candidates contend their
programs would foster competi-
tion among health insurers.

= Privacy laws. All candidates
except Mr. Reagan would recom-
mend enactment o f federal legisla-
tion guaranteeing the privacy of
personal information handled by
insurance companies. Mr. Reagan
believes the matter should be left

T TtThhirheese sState = - -

Arson hotline

shows success

ATLANTA-The number of
suspicious fires in some parts of
Georgia has dropped as much as
65% since the initiation of the
Georgia Arson Control Program in
December.

The GACP's report "indicates
that GACP's hotline program is
helping to slow the growth of ar-
son in this state,” said Johnnie L.
Caldwell, state comptroller gen-
eral

The GACP was established by a
committee appointed by Mr.
Caldwell. The toll-free hotline al-
lows persons to anonymously fur-
nish the state fire marshal's office
with information on suspected ar-

GACP pays rewards of up to
$2,500 if information furnishes
leads to the arrest and conviction
of arsonists.

The hotline number is 800-282-
_——a—= a« > —m _ —_
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Bill extends time to file pollution suits

ALBANY-Love Canal defen-
dants would be prevented from us-
ing the statute of limitations to re-
ject claims arising from that en-
vironmental disaster if the New
York senate approves pending leg-
islation.

The bill, passed by the state as-
sembly earlier this month. allows
lawsuits to be filed up to two years
after discovery of injuries result-
ing frcm exposure to toxic wastes.
It is uncertain whether the senate
codes committee would act on the

bill before the current legisla.ive

around the

session ends, a committee aide
said.

New York s statute of limita-
tion: applies three years from the
:ime of injury. State courts have
said the -ime if injury rile applies,
even if the inj.Iry is nit immedi-
ately discove-€d.

The bill would clearly make any
current Love C anal claims timely,
said Ric hard Lippes, a Buffalo

states

plaintiffs attcrney representing
many Love Canal victims.

Bevause symptoms of tcx_c
waste exposure often take several
years to become apparent, many
Love Canal suits would have teen
disqualified under existing _aw.
Chemicals leached from the land-
fill under homes and schools for
several years before the dangers
became known.

pt

New York State has bought the
homes of about 240 families living
closest to the landfill, and 400 out
of zr_ore than 7(0 Families living
nearby have accepted the federal
government's offer of temporary
relocation. The state wants ihe
U.E. to buy the homes and per-
manently relocate the families, but

so far Washington has refused to
do so.

Lawyer fees

TALLAHASSEE-Employers

and insurers who knowingly
slough off paying workers com-
pensation claims must pay the fees
of lawyers hired to collect the pay-
ments, a 1st District Court of Ap-
peals here ruled.

Dixie Packers Inc. and its ad-
juster Crawford & Co., two Tal-
lahassee firms, could not plead ig-
norance o f a claim to avoid paying
the fees of a lawyer hired to track a
neglected claim, the court said.

Dixie employe Lisa E. Smith
hired the lawyer to track down an
additional compensation claim for
loss of eyesight. The companies
had agreed to pay her benefits for
35% partial disability after an acci-
dent in 1978, but for more than one
year ignored the woman's subse-
quent complaints that her eyesight
was getting worse.

"The court felt that by its own ac-
tion Dixie insulated itself from
knowledge of the plight of the

claimant,"” said department of la-
bor chief commissioner Thomas

Carroll.

The case will be sent to deputy
commissioner A.S. Fontaine, who
will determine the amount of fees

to be awarded.

Inmates comp

CcCoOoOLUMBUS-County jail in-
mates and probationers in work-
release programs will receive
workers compensation coverage
under a new procedure adopted by
the Ohio bureau of workers com-
pensation.

The new program allows some
counties to reestablish work-re-
lease programs that had been sus-
pended. Without the protection of
workers compensation coverage,
counties could be subject to law-
suits and costly medical expenses
if an inmate or probationer were
injured while working.

Maintenance cost for a prisoner
will be used instead of payroll to
compute workers compensation
premiums. Probationers will be
considered to be paid a minimum
wage for premium purposes, al-
though they receive no pay for
their work.

Fayette County, which played a
key role in seeking the new proce-
dures, is the first county to partici-
pate in the program.

Rate hearing

ATLANTA-A public hearing
will be held June 30 on two
workers compensation rate filings
submitted to the Georgia insur-
ance department by the National
Council on Compensation Insur-

One filing, called a "benchmark
filing,"”
actual claims and expense experi-
ence to determine the proper
workers compensation rates to be
charged. The NCCI says current
rates should be increased 15.8%.

The other filing proposes that
rates for assigned risks should be
increased an average 20% more
than the "benchmark filing." The
assigned risks include occupa-

would use each insurer's

tional categories with histories of
exceptionally expensive claims.
The hearing will begin at 1:30

p-m. in room 341 of the state capi-
tol.

Self-insurer unit

coLuMBUS-Self-insurance
records as well as payroll and
claim auditing units are now com-
bined in a new division ofthe Ohio
workers compensation bureau.

The self-insurance section was
created to deal more efficiently
with the 650 Ohio companies that
self-insure workers compensation.
New guidelines have also been set
for payroll and claim audits of self-

[l an JE—— W I oS L o = -
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*-*f*11**-41*4* 4**As one of America's largest loss prevention insurers,
**441¥***. 63 * r *" Ayrk*ight-Boston is putting these fires out. By helping

*-* | j#eds spot vulnerable areas like yard storage, idle
*diltlings, warehouse areas. And helping them protect
es*reas with strengthened sprinklets and security.

..Afnd through the Factory Mutual System, we're
members of the Committee to Combat Arson.

A group that pools anti-arson data and technical
know-how, and}provides
assistance to those working
towards its prevention and
control. At Arkwright-
BOston, we're working hard
to take the profit out of arson.

Arkwright-Boston.
We do it better, because
we do it right.

ARKWRIGHT
BOSTON
NSURANCE

JA Prm

f AMOST UNUSUAL

INSURANCE
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Captive's results exceed expectations

By JERRY GEISEL reinsure 100% of the excess cov- Mr White says

Ca ptiveS_ erage “"There is no intent to hold out

WASHINGTON-With ItS first =z Deduc tibles are negotiated indi- MEDMARC as a mere rate-cutting

full fiscal year under its belt, Medi- vidual_y and range from $1,COO to device,” the annual report ex-

cal Device Mutual Assurance & ufacturers producing such devices for reinsurtng the first $50,001) of $250,000 per occurrence plains "The current members are

Reinsurance Co Ltd of Bermuda as iron lungs, heart pacemakers loss, MEDMARC receives about Annual premiums paid to MED- philosophically committed to

says results dismiss the critics' and kiiney dialysts machines es- 75% o f the premium M tRC range from $5,0CO to achieving along-term solution and

doubts pecially hard The crisis "broight The remaining 25% pays for ad- $100,000, but average nearly to freeing themselves from the ca-
Premium flow, the number of notices of premiums that bur- miniatrativecosts andthe Naticnal $40,000 Premiums are based on prices ofthe cyclical insurance Ilt-

participating comparnes and geoned the policies that d sap- Ungon commission sales, _O:s experiEnce and c_aims dustry "

claims experience have exceeded peared," said W Hunter Simpson, Fol.cyholders alsocan optfor an potential Each participant is indi- MEDMARC IS managed by

predictions, says Jack White, vp- MED MARC chairman of the additional $500,000 of excess lia- vidually rated Johnson & Higgins AIG Risk

technical affairs for the Health In- board b.litM coverage Four unlientifted MEDMARC's underwr.ting Management provides claims han-

dustry Manufacturers Assn at the U S and Bermuda-based 1-tS irers stance is extreme y conservative, dling services

trade group's Washington, DC, Meanwhile, there seemed tc be

headquarters little direct relationship between

Two years ago when HIMA the ever-higher premiums being
members began exploring the pos- charged and loss experience, com- B H I H h d t .t t h H
sibility of an offshore group- panies without a loss were slapped rl IS e pa r l I le n S Ore C a I n
owned insurance company, critics with mfuor ncreases in Fremilms

scoffed that the plan would never HIM 4 hired Risk Acmmistra- Sets u p S h O p in Offs ho re Ca ptive

get off the ground tic n Services, a New York-based
A multiple-owner captive would consulling firm, to look for risk

not work for a trade group w hose management By JOHN MILLER Marks & Spencers may extend its coverage
members were so diverse in their In March 1978, Risk Administra- to other risks But for now it is letting fire,
size and products, they contended ticn Services concluded thata Ber- 6 - Marks & Spencers, one of 3rita_n's largest thrd-party and theft coverage remain with
muda-based group-owned cap.ive -store chains, is setting upshop m an offshore - Prudential Assurance in London, which has -
Annual pre.mium flow is now offerec th'is iest opportunity to captive to achieve tax sadngs. provided the coverage for many years.
up to $28 million from 41 partici- keep prem, ims stable at a reason- The captive, MS Insirance, is capitalized "We're paddling before we take a deep

pating companies Last year, able level
MEDMARC began operations Twenty-nine medical equip-
with a premium flow of $17 mil- ment manjfacturers bandec to-

with $335,000 and will initially coier special dive and go swimmlng into further captive
risks, such as storm and flood damage, that - waters,” Mr. Rhodes said "We've been tak-

lion from 31 participants The cap- gether and contributed $30,)00 are currently self-insured : fing advice for several months on setting up a
tive insurer expects to top $3 5 each, irclueing $7,500 in cash and "We'll get tax rebates o€ our msurance captive, and now want to see how it goes
million by the end of 1980, accord- a $22,5(0 letterofcredit, to capita- premiums through creating a captive, and "Other insurance arrangements are un- -
Ing to its annual report lize MEDMARC It began operat- . will also eliminate the peaks and troughs of changed, though naturally the executive
—'I—he ‘:ap“‘l’e. saw no '0539: .an ing Jan 1,1979 clams that till now -t ave gone througn our board may revde its attitude in years to
?c:‘t;“igelg:si:;‘i ‘g‘:;eo’rggg’ :Ar’ MEDMARG members, each own- corporate accounts, ' said Bob Rhodes, in- come The business going through the cap-
White said ing an equal share of the mutual surance manager tive will stay small for the time being, and

2 With annual sales c f mbre than $3 billion Ys apurecaptiveaswe'renottryingtoruna

"We have been successful in pro- insurance c ompany, range in size R - -
4- and stock in its 251 s.c,res worth $230 million full-scale insurance scheme "

viding a stable insurance market from $1 mi 'ion to $100 miillion in ,

for participating companies, ' he annual sales 10 $250 million, Marks & Spencers ranks in The 178 Canadian department stores run
added MEDMARC reinsures the Na- - the upper shelf of U_K -department stores. by Marks & Spencers subsidiaries are not
It wasn't always that way The tional Unto- Fire Insurance Co of If the captive acieves its tax savings, .nc.uded tri the captive

product hability crisis of the mid- Pittsbifgh for a $500,00C prodict
1970s hit medical equipment man- liaoility primary policy In re:urn
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Nat Is

coverage”?

It's Professional Liability Coverage
that protects your Architect and
Engineer clients all the way back to
their first day of private practice -
not just back to their first insurance
iolicy-At their current limit of
liability.

And best of all, for qualified in-
sureds, it's a standard feature of

our basic policy-NO EXTRA
CHARGE!

Sound likeagood(leal? ltis.

AnNd it's available with the CNA

Architects' and Engineers' Profes-
sional Liability Insurance Program.

Call us for details.

Victior O

Sthinneter

&Company Inc.
The first is still the best

Program Administrators & Underwriting Managers

5028 Wisconsin Ave; N.W. 40 Wall Street

Ve

Washington, D.C. 20016 New York, N.Y. 10005

(202) 686-2850 (212) 344-1000

55 E. Jackson Boulevard 595 Market Street

Chicago, lllinois 60604 San Francisco, California 94105

(312) 663-3631 (415) 495-3444



Financia
trateg ies InBusiness Insurance

An INA Series

For multimationals burdemed withh increased

SRR ocean marine premiums due to the necessity of
purchasitig coverages in separate countries, the

Sboidde)-ing solution can be a program of uniform, worldwide

O;iro1(z7z1

coverage.
burdeits. .
One such program was successfully imple-
£ -3M's Howard Weber mented by the 3M Corporation, a diversified

r—/——

manufacturer, whose overseas operations in 49
countries generate 40% of annual sales.
" Five years ago," recalls Howard Weber, Director oflnsurance
for 3M, «ocean marine cargo insurance was secured directly by all
of our foreign subsidiaries at local-market rates." Costs were ex-

474%48-9- cient volume toliE BRFErEfCE fated it rESFectve Countries.

Viewing the problem in an international context, INAs
.y ab“;_:_?‘;;.....b_ 1 analysis revdaled that 96% of 3 M's total cargo risk was contained
- within predictable limits. Only 4% fell outside forecasting
parameters. The decision was reached to place all predictable risk with 3M's insurance
captive and to reinsure the remainder through INA. )
The financial results were impressive. In 1976, the program began
with a 10% reduction in premiums for the overseas subsidiaries. Since

then, two additional rate reductions have been applied, and further T
reductions are contemplated for 1980. UOnly a carrier with global dL 'a-, /4
capability could have provided the services and experience needed to --

make this strategy work," Weber concludes. 1.£14611:im#2 [

The ever-increasing number of third-

party liability suits, coupled with higher +
jury awards, have given rise to a new - T~ a sa
method of reducing the burden of claims ~

settlement. -Frank B. Hall's

Describing this method, Structured Joseph E. Johnson
Claims Settlement, Joseph E. Johnson,
Senior V. R of Frank B. Hall & Co., Inc., cites an accidental
death case where an award of$2.1 million was expected. Under
the SCS approach, an immediate sum was paid to the surviving
family. Also, an annuity was purchased to provide monthly



payments over a 30-year period. Total cost to the insurer: slightly over $1 million, about halfof the
expected lump sum settlement.

Johnson comments: «Through interest accumulation, the annuity purchased from INA could
actually bring the family income in excess of the total settlement originally anticipated.”

Because SCS provides long-term protection for claimants and families, and avoids or shortens
court cases, many states are considering making SCS mandatory. Johnson notes: «When claims
are settled in this manner, legal costs go down and reserve requirements are reduced. The benefits
of SCS show up on an insurer's or self-insurer's bottom line, and actually spread across many
sectors of society as well."

The shutdown of a manufacturing facility can have implica-
tions far beyond business interruption for Medtronic, Inc., a
major producer of sophisticated electronic
medical devices. Entire markets can be

jeopardized. Critical shortages of life-

sustaining equipment may develop. «Under Building loss
these circumstances," observes Donald prevention

Meek, Medtronic's Dlrector of Risk Man- into tbe

agement, "insurance is never our only blueprints. «-- ., / 1TA-—

wer to I’ISk

IHico- f

-Medtronics

« In the U. S. and abroad," Meck con- Donald Meck - .
_ = L e m—
tinues, «Medtronic's practice has always .
been to invest in a full range of safety-engineering
programs to prevent accidents from happening " This ./

overriding concern for loss control was recently “4-/A\1

demanstrated.when.Medironic.expanded its Iargest 6. §#-"<]

Europe for heart pacemakers.

Familiar with INAs long experience as an international carrier skilled in loss-control tech-
niques, Medtronic called on the underwriter for assistance. From a nearby location in Europe,
INAs safety engineers went directly to the Medtronic construction site and made recommenda-
tions on structural features, fire prevention, and emp16yee training for emergencies.

16 date, the factory's loss record has been flawless, thus satisfying Medtronic's corporate safety
objective. A further benefit was insurance savings to offset loss control expenditures. Meck
explains: "We expect to recoup the total cost of safety measures for our Dutch plant in only three
years of premium savings."

Decision-making in business insurance has never been more complex. And the financial
implications have never been greater. Today, devising cost-effective insurance programs requires
knowledge, experience, capacity - and a complete range of products and services. Flexibility and
the willingness to innovate are also essential.

INAs ability to combine these elements can assist you in developing practical solutions, new
approaches, and better strategies. Consult the professionals. Write directly to John Cox,
President, INA Property-Casualty Group, 1600 Arch Street, Philadelphia, PA 19101 or call
(215) 241-27209.

Tbe resources to do it all, tbe strategies to do it right. I N A

Insurance Professionals



HIGH MARKS FOR CG PEOPLE
AND THE A+ PENSION PRODUCT

ACCUMULATOR+ is the name of Connecticut General's defined
contribution pension product. It's getting high marks from pension buyers
because of the flexibility and the comprehensive administrative services
it provides.

Another important advantage is the excellence of CG people - from
the Group Pension Representative who works closely with you to the people
who achieve such impressive investment results from the more than $8 billion
in pension funds we manage.

For more information, ask your agent or broker to put you in touch with
one of our CG Group Pension Representatives. We'll come through for you.

4 O :

CONNECTICUT GENERAL INSURANCE CORPORATION. HARTFORD, CONNECTICUT

COMING THROUGH FOR YOU THAT'S WHAT CG PEOPLE Da
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Computing coverage

By William H. Rodda

RAGILIGALLY.EVERY insurer

trial properties is covering electronic
data processing equipment whether it
knows it or not.

Special multiperil and businessown-
ers policies cover the policyholder'S
business personal property. Policy
wordings differ somewhat but the
SMP wording is typical. Coverage ap-
plies to "business personal property of
the insured usual to the occupancy of
the insured, including bullion, manu-
scripts, furniture, fixtures, equipment
and supplies not otherwise covered un-
der this policy, and shall cover similar
property held by the insured and be-
longing in whole or in part to others for
not exceeding the amount for which
the insured is liable.”

This clearly covers electronic data
processing equipment because it is
business personal property of the poli-
cyholder. It also covers leased EDP
equipment if the lease holds the lessee
responsible for loss.

This coverage ofEDP equipment un-
der a business contents policy has not
caused serious concern among under-
writers up to this time, but it will in the
future.

Relatively few ordinary businesses
have had such equipment. Computers
cost anywhere from $200,000 upward.
They have been used primarily for spe-
cial applications. A business that
bought or leased a computer was suffi-
ciently aware of the extra cost so that
the policyholder's agent or company
usually was contacted and asked about
coverage.

The situation has changed dramatic-
ally. The Mom and Pop grocery or
hardware store can get a computer for
$15,000 or less that will keep its books,
maintain a continuous check on inven-
tory, keep records of accounts receiv-
able and accounts payable, and even
churn out the basic figures for the myr-
iad government reports and annual in-

come tax forms.

uch.g system is a goqd.buy for the
need for hiring a bookkeeping service,
as well as cut down on stock-clerk
time.

We suggest a marine principle be ap-
plied. The insurance policy could pro-
vide for coverage adequate to replace
the existing equipment with an identi-
cal system in case ofloss. However, the
amount o f insurance would be limited
to the market value ofthe equipment if
it is not replaced with an identical sys-
tem.

Technology in this field is changing
so fast that today's equipment may be
obsolete tomorrow. A market value
coverage may help avoid a deliberate
loss.

Vandalism has plagued computer
operators. A powerful magnet not
much larger than a quarter coin may be
capable o f destroying thousands o f en-

William H. Rodda is president of the
Marine Insurance Handbook Inc. and
a long-standing contributor to Busi-
ness Insurance Perspectives.

Special policy equips
susceptible computer
with broader protection

tries. Physical vandalism to the equip-
ment has been a problem, both from
employes and outsiders. Sometimes it
is difficult or impossible to determine
the source oflhe vandalism.

One insurer reported a case in which
repeated malfunctions were found to
have been caused by an employe
whenever he desired to take off for a
half or full day of uno fficial vacation.

Security measures help reduce but
have not eliminated vandalism losses.
It may prove to be increasingly diffi-
cult to maintain security where com-
puter terminals are located in many
different spols instead of being con-
centrated in a single computer bank.
We do not yet have loss experience for
the minicom puters over a sufficient
length o ftimeto know whether there is

increased or decreased susceptibility

to vandalism loss.

If an EDP ogigqaé%r cgoloses not to

uy a spe P policy, two re-
sults may adversely affect underwrit-
ing desirabili:y.

The purchase of a computer, even at
today's prices, adds substantially to
the total val.le of furniture and fix-
tures. In the ease of the Mom and Pop
grocery store, it may double the value
of the fixtures inventory. The policy-
holder needs additional coverage, ei-
ther by increasing the amount of
insurance on business personal prop-
erty or buying a special EDP policy.

We are urging agents and insurers to
alert buyers to a need for this addi-
tional insurance whenever EDP equip-
ment is purchased or leased. We point

out that the absence of such additional

insurance may lead to inadequate cov-

From a single
keyboard unit...

erage, increased coinsurance require-
ments and the jeopardizing of
replacement cc st provisions by push-
ing the required amounts of insurance
above those necessary for replacement
cost coverage.

A second effect ofthe EDP purchase
or lease is the addition of a damage-
susceptible piece of equipment. -Se
have already poin:ed out that we do
not have full information regarding :he
sus.eptibility of the new minicompu-
ters, but it appears they would be mire
susceptible to damage than ordinary
tables, desks, shelving, counters or
even electric typewriters

Underwriting desirability of the line
may be affected if the computer is not
physically protected from possible
damage.

Some relatively simple loss preven-
tion measures mar eliminate or allevi-
ate the loss exposure. Water damage
from leaking plumbing, for example,
may be substantially controlled by
shields or by jud.cious placemen: of
the equipment. Electrical circuits
should be checked to make sure there
will be no overload to start a fire or in-
terfere with adequate electrical-supply
to the computer.

'hat gre.the advantages-tothe

ing an
instead of depending upon a business
package policy Three possibilities
should be considered:

- Possible damage to equipment.

* Loss o f or damage to the informa-
tion in the equipment or information
that has been stored from the equip-

ment

- Extra expense that might b€ in-

volved in continuing operations if the
equipment is put out of service.

We have pointed out that the perils
covered under an SMP type of busi-
ness package insurance policy and
those under an EDP policy are basi-
cally the same. Both policies cover loss
from fire, lightning. the extended cov-
erage perils and certain additional
perils such as earthquake, interior wa-
ter damage and vandalism.

Neither policy in its basic form cov-
ers damage fromm mechanical break-
down, computer malfunction or
electrical damage other than lightning.

There are two probable advantages
to the f.rm in buying a special EDP pol-
icy. The first is that the value of the
equipment is more dikely to be covered
in full under a special policy than if it is
lumped together with other equip-

ment.

Asecond and impariant advantage

broader coverage can be secured.
Many insurers are making available to
their EDP policyholders the coverages
of loss from mechanical breakdown,
electrical disturbance and damage
from artificially generated electrical
currents. We note that several insurers
require a substantal deductible when
these broad forms of coverage are pro-
vided. Some insurers are reported to
require a deductible of as much as
$10,000 on major installations.

This size deductible, ofcourse, is not
appropriate for a $15,000 minicompu-
ter, but a substantial deductible proba-
bly would be required by most for this
type of coverage. Even so, the addi-
tional insurance is desirable in case of
mglor damage.

It would be reasonable for underwri-
ters to require a continuous power sys-
tem for any major installation where
mechanical breakdown and electrical
disturbance other than lightning are to
be covered. The type and complexity
ofthe continuous power system would
be subject to the nature of the equip-
ment to be protected and its use. -

. . . to a complete system

An advantage of the EDP policy is that it offers
broader coverage than a businessowners policy.
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VWorksheet for confusion

By Howard C. Alper

ALTER REAN; yp andinsurange

received a business interruption work-
sheet report from his insurance broker.
The broker, knowing that the policy
anniversary date was near, had noted
in a diary the need for such a form. So
he sent it on to Mr. Dean, asking that he
complete all the blanks and return it.

Mr. Dean, not being very familiar
with this form and not understanding
how to complete it, gave it to his ac-
countant, Dick Brenner. Mr. Brenner
was very comfortable with this form.
He had a full understanding of the
business, as part o f his responsibilities
were to be with the XYZ Job Shop Co.
every Tuesday to make sure that all ac-
counting and related matters were up-
to-date.

It was a large company and an impor-
tant client, so he diligently worked to
this objective. He was also very quali-
fied, being a CPA and a senior partner
in his firm. He had completed the
worksheet for many years, both for this
company and other clients.

So he completed the form and sent it
to the broker.

The broker forwarded the form to the

insurer, which used the information as
the basis for the next year's business
interruption policy.

The only problem was that the report
was completed with gross errors, be-
cause the accountant didn't under-
stand the insurance-based questions.
The result was that the XYZ Job Shop
Co., instead ofbeing insured 100%, was
only insured 58%! In other words, they
would only collect 58c for each dollar
of loss. This was an unintentional
error, and in fact produced no signifi-
cant premium savings as the rates were
very, very low. It does, however, point
out several problems:

= Most businessmen do not under-

stand the business interruption work-
sheet.

Howard C. Alper is president OfAudit-
Rate Inc., insurance cost reduction con-

sultants in Chicago.

Best solution
It is the broker's

responsibility to properly

understand the business

interruption insurance he
sells and complete the
necessary forms to keep
the coverage up-to-date,
says president

Howard C. Alper of
Audit-Rate Inc.

- Most accountants do not under-
stand the business interruption work-
sheet.

= Most insurance brokers do not un-
derstand the business interruption
worksheet (which is why the broker
sent it to his client in the first place).

Above is a sample ofthe business in-
terruption worksheet, indicating the
values as filed by the accountant and
the proper values, with appropriate ex-
planations of the significant errors.

INn another business the owner re-
ceived the business interruption work-

sheet and believed he

was

knowledgeable enough to complete

BUSINESS INTERRUPTION WORK SHEET
(FOR USE WITH TWO ITEM CONTRIBUTION FORMS)

(Manufacturing, Mercantile or Non-Manufacturing)
THIS IS NOT A PART OF THE POLICY CONTRACT

XYZ Job Shop Company

“rne & Inuied

Locatiin =if Risk Chicago, lllinois

Ker No

ALL ENTRIES TO B L ON AN ANNUAL BASIS

A. Total Innd ner sale, t-allze of priduition from Manufacru,ins Op.fations.
anti lota] mual M gles him ML.,chandi?any or Non.Manufacturig Opera-

liens. (G:i,31 91/3 1/5 dismunts. mulm, bad arcounts ond pr/paid fr/Wht, if

included in gles)
R Add Diher eaning, lif any} dz//ed fyon/ /rer/i// of the b/siness]

1 - C.:h dismunt Rreen-ed

2 (441'micion o' Rrni from le,ised Depts

1 1,-A" plus "B- }
D. Drduct only -, of
1 Raw /,/6 flom u h/h such ptoducilon / derived .
2 Supph. contisnny '1 mai'W"ensurned dire'14 In the conveflion of
m Mck int, finished Anck 0, in suppl) ing rhe wme(,0 5011 b)' Ihe
2 e e mEE—a _ -

3 Mcictiandise Bolt. including pick.;ins materials therefoi

4, Sirvicte(5) putchi,-ed from outsiders inoi emplo)ees of the Ensured) for
/9. Ihich d.. re.onmue under contiucl ... ...

3 Pin-1011 1.irrnk f-,1 Gioup 11 Employee, (Oidinary Pairoll) In/luding

in,u,aneerremion,and .11 ta:es on said pay,

6 Co,1.fhe.,1. 1,ehi and powey in e.res, of mir, int,4,1 \pen.c
Total Deduction

1-. }4,Ines Intrrruptkin VAM- 11,ml (*-C"minus-'D’l. .

1. An,inini of In<unne - hem |. Take 805 ar ;00% or |,Column 2. dependinf

Ip.i. perilnt:ye Contribul:on Clwi to be used ( s0 26>

) Use exact (not approximate
Production, not Sales.

Date December 31, 1979
[SISYRUIVINEY coLumN 2
Accountant Proper
S 16.310 000 4 16 110 2RA (1}
28 ooo 28 oa3
1 6 338,000 16 338 329
141 00O 5 931 447 (2)
573 000 522 681 (3)
- 1 563 710 a
/8 .- 6 064 000 3 753 146 5)
239,000 201 585 (6)

s 13 804 ooo 11 972 569

2 534 oo0O s 4 365 760

2,027,000 3 492 608 7)

figures to reflect the Sales VValue of

(€3] Should reflect Work in Process and Finished Stock variations.

3> Should include shop supplies and shipping supplies actually consumed
in producing the product, but should not include office supplies.

) Commissions to Manufacturer's Reps ($776,710) should be included.

) Not understanding the definition of Group Il Employees, the accountant

deducted too much payroll.

(®)  Should use exact amount actually expended.

7> Cumulative errors result in co-insurance penalty of 42%.

the form himself. He did so, and in the
process left off a number of appropri-
ate deductions. The result was that he
purchased 40% more insurance than
was necessary, at the same percentage

of increased and wasted cost.

In still anot 1er e

complete

xar 'QI% the broker

ut took too
many deductions. The major error was
that all supplies were deducted, al-
though only supplies consisting o f ma-
terials consumed directly in the
conversion of raw stock into finished
stock could properly be deducted. In

addition, deductions were not made

for perishable tools and inventory vari-
ations.

So what's the solution? We believe
the broker has the responsibility of
properly understanding the business
interruption insurance he sells and
completing the necessary forms in or-
der to keep the coverage up-to-date. It
is the business's obligation to provide
whatever reasonable information is re-
quired by the broker, but the broker is
obligated to interpret this information
for the policy contract. If he does not,
then he, rather than the business or its
accountant, should bear the conse-
quences of the error. -

Forego survivor option in life annuity plan

By Joseph S. Robinson

Attorney-at-Law

0 MATTER.what kind ofpension

ployes, they usually receive a choice as
to how it is to be paid out. Under
ERISA, pension plans must offer par-
ticipating employes the choice ofa full
pension that ends when the employe
dies or a reduced pension that con-
tinues for the life ofthe spouse afterthe
employe dies.

The rules require that when one pay-
out provision is a life annuity, the plan
must provide for a joint and survivor
election. This guarantees a surviving
spouse a lifetime income based on the
value ofthe deceased employe's retire-
ment account. Since the participant
usually pays the price o f reduced bene-
fit payments at retirement, he or she

has election rights when an annuity
payment is involved. The plan must
give him or her the opportunity to elect
in writing not to take a joint and sur-
vivor annuity.

In some instances, it makes sense to
forego the joint and survivor option in
favor of a full pension for the retired
employe's lifetime. In such cases, part
of the extra income from the straight
life annuity can finance a retirement-
type insurance policy on a worker's life
to indemnify the surviving spouse for
the loss of income.

Take the case of a 62-year-old execu-
tive about to retire. His wife is also the
same age. The pension participant may
elect a straight pension of $21,000 per
year or a joint and survivor annuity o f
$14,000. By selecting the larger sum
and applying a substantial portion of

the differ;nce-say $5.000-to finance

benefit tax slants

an insurance policy, the proceeds can
be converted to a guaranteed income
for the wife in the event o f the retired
executive's death.

What's the result? The retiree re-
ceives a larger yearly income than he
would normally have under the joint
and survivor option; his wife is protec-
ted with a continuing income as long as
she lives, and should she die before the

pensioner, the insurance proceeds

could then remain for the heirs.

Tuition aid

The National Manpower Institute, a
public affairs organization in Washing-
ton, found that tuition aid plans are

available to many workers but that
only 3% to 5% o f white-collar workers

and a lower percentage of blue-collar
workers take advantage o f them.

Most tuition refund plans require
that the courses be job-related, al-
though employes working for a spe-
cific degree (either graduate or
undergraduate) sometimes find com-
panies take a liberal view. For exam-
ple, a technician who wants a
bachelor's degree in engineering or an
accountant who wants an M.B_A. de-
gree might get approval, even if the
academic program requires some non-
job-related courses.

As a result of its studies, the National
Manpower Institute has reached these
conclusions about tuition aid pro-
grams:

Continued on page 20



Great problem solvers
of the 20th century.

Albert Einstein

Z
i .
The Wright Brothers Hen Ford
First there was Freud. is none. Because when it comes to solv-
Then Madame Curie. Using captive reinsurance ing problems, a company that's
Then Einstein, the Wright facilities in developing plans to still gaining experience could
brothers, Henry Ford and Leo minimize your income tax. leave you with a bad experience.
Brandstatten And making financial protec- Which is why the world will
Leo Brandstatter? tion affordable at a time when always remember the contribu-
Like all AIG Risk Management everything else isn't. tions of Freud, Einstein and
account executives, he's doing for AIG has one of the most Brandstatten
his profession what other greats experienced risk management AIG Risk Management.
have done for theirs. services anywhere. In fact, our
Solving problems that many people have solved problems that
would consider unsolvable. others don't even know exist.
Like setting up note programs That's important for you to The AIG Companies.
to improve cash flow where there know. Let us take the risks.

For more information, contact AIG Risk Management, Dept. A, 70 Pine Street, New York, N.Y. 10270. A Member Company of American International Group.
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Simple safety solution?

Supreme Court ruling
on worker task refusal

will have limited impact

By Roland Rueger

THE,SUPREME Gourt with.one.des

safety field by solving every past,
present and future safety problem. The
Occupational Safety and Health Ad-
ministration, private safety and loss
prevention programs, safety depart-
ments and all similar organizations
have become obsolete. This will save
millions of dollars and aggravation and
should free billions for capital invest-
ments. The unemployed OSHA and
safety people will have lots of employ-
ment opportunities.

The simplicity of the court's solution
for all safety problems is absolutely
brilliant. It makes all hazardous work
voluntary. This changes the whole
complexion of the working day. Em-
ployes start the day in good spirits be-
cause they know if it's dangerous they
don't have to do it unless they want to.

' 1
0 they.can §wagoerntq 1 hosss
ing something dangerous today," or
"Not today, boss, | have a headache.”

Since hazardous work is voluntary,
an employer may run out ofvolunteers.
So what we need are special employ-
ment agencies like "Daredevils Tem-
porary," a union for such workers, spe-
cial insurance coverage and advertis-
ing; in short, a whole new industry
dealing exclusively with these volun-
teer workers for hazardous jobs.

This whole industry can be staffed
by ex-OSHA workers and unemployed
safety personnel.

Does the employer lose? No, because
he does not have to pay the worker who
does not want to perform the dan-
gerous task, so with the money he
saves he can pay the volunteer.

Does the worker lose? No, because

Roland Rueger is a lawyer by educa-
tion and works as an insurance and

claims manager.

he cannot be fired or discriminated
against for not performing a hazardous
task.

Now that employment has been
found for all ex-OSHA workers, we
must ask ourselves who will write new
OSHA rules, regulations and stan-
dards?

The answer is we don't need them,
they can all be rescinded and replaced
by this sentence:

"Workers do not have to perform
hazardous work and employers do not
have to pay workers for hazardous
work they refused to perform.”

Or can they?

tig.clear by.now.that the Supreme

rendered o
most monumental decisions.

OSHA chief Eula Bingham herself,
who may find herself without an ad-
ministration because of the court's de-
cision, hails it "as ensuring safe and
healthful working conditions for the
nation's working men and women."

Douglas Fraser, United Auto
Workers leader and Chrysler Corp.
board member, not to be outdone by
Eula, states, "Employers can no longer
force a worker to choose between his
job and his life.”

May | add that by the stroke of the
pen the worker now has the much
easier choice between earning a living
and his life.

It is absolutely amazing that Busi-
ness Insurance did not publish the
complete decision that so impressed

OSHA's chief and an eminent union
leader.

But we did learn the decision re-
quires that the employe's refusal to
perform a hazardous task be based on
good faith.

In a reviewed case the judges were
satisfied that the two employes in good
faith refused the work as hazardous be-
cause one of their co-workers had been
killed in the performance of the same

work.

Unforced labor

'Not today, boss, 1
have a headache' is a
possible but not
probable plaint in
light of the court's

decision.

. mir',+

1 Y FL

The court apparently gave no indica-
tion what general criteria it would ap-
ply in the future. Does good faith re-
quire prior serious accidents or at least
obvious dangers? Is it sufficient that
the worker perceives the task as dan-
gerous? It will take a number of addi-
tional decisions to answer these ques-

tions.

The decision also raises new ques-
tions the court eventually 'may
have to decide:

- May an employer, instead of
eliminating or reducing the dangers of
a task, simply ask for volunteers to per-
form it? If the answer is affirmative,

the goal of safe and healthy working

conditions will suffer a very serious .

setback.

- If an employe has a right to refuse
to perform a dangerous or unsafe as-
signment and does not exercise that
right, is he or she assuming the risk of
death or serious injury? If so, does this
stop him or her from suing for dam-

ages?

Few take advantage of tuition aid

Continued from page 18

= Younger workers use them more
than older workers do.

- Women and men use them about
equally.

< Participation increases with pre-
vious educational attainment.

- Professional and technical

workers use them more than others.

Profit-sharing

Although retirement payments are
taxable, permanent disability benefits
are tax-free. A controversy develops
when one profit-sharing plan does dou-

ble duty and provides alternate vesting
procedures, one for length of service
and another for permanent disability.

The IRS takes the view that a payout
from the plan is taxable to the extent
that the employe had vested rights
based upon length of service. Thus, if
an employe is 75% vested but receives
100% of benefits because he retires
with a permanent disability, only 25%
of the payments are tax-free disability
payments.

This approach has failed so far in the

courts.

In the latest case, the employe was

100% vested but had to quit before the
normal retirement age when he be-
came permanently disabled. A U.S.
District Court in lllinois rejected the
IRS's attempt to tax the full payments.
The court believed the IRS approach
imposed a tax penalty on workers who
become disabled late in their working
careers after they are vested for years
of service.

The event triggering the payout con-
trols the character of payments; if the
employe is permanentaly disabled, the
payments are tax free. (See Masterson,
45 AF TR 2d 80-326.) i

= Is an employer discriminating
against an employe if he assigns him or
her various different hazardous tasks
that the employe refuses to perform,
thereby reducing his or her income by
a substantial amount?

- Does an employe who enters in-
herently dangerous employment have
the right to refuse specific dangerous
tasks common to the particular type of
employment?

« Does this decision go against the
OSHA trend to force employers to
eliminate all hazards at the workplace
and EEOC rulings indicating that ex-
cluding certain groups from work that
is only hazardous to them is discrimi-

nation?

hesg_and.many qther, questions
Supreme Court decision is and should
be limited to the three specific points
on which the court ruled: OSHA's right
to enforce the particular rule on refusal
of hazardous tasks, the worker's right
to refuse such work and the employer's
right to withhold compensation for
time not worked. Attempts to do other-
wise could have rather unexpected and
unwanted results.

The court's decision is reasonable,
but it has none of the far-reaching ef-
fects that Ms. Bingham and Mr. Fraser
try to read into it. Thus, OSHA will con-
tinue to regulate, safety programs will
be maintained, corporate safety de-
partments will not become obsolete
nor will money be saved nor aggrava-
tions eliminated.

To add insult to injury, we can't even
hope that government agency heads
and union leaders in the future will
temper their remarks when comment-
ing on Supreme Court decisions. Fi-
nally, we confess that Business Insur-
ance covered the eourt decision ade-

«—g u_ m —a te 1 ~ _ —



111. exchange faces
work comp conflict

Continued from page 3

tions, exchange syndicates can in-
sure or reinsure such risks as acci-
dent and health, auto, liability,
burglary and forgery, glass, fidel-
ity and surety, livestock and do-
mestic animals, fire, earthquake,
war, riot, marine and transporta-
tion and property.

Claims handling methods out-
lined in the rules also were at issue
during the directors' meeting. The
draft states that the lead syndicate
insuring a risk will be responsible
for adjusting and settling all
claims. But some directors ques-
tioned the procedure. If the lead
syndicate does not hold the big-
gest portion of the risk, it should
not be given responsibility for
claims handling, they argued.

Directors asked the legal com-
mittee to discuss the matter and
study the system used at Lloyd's of
London, where aLl syndicates on a
risk are-consulted about-claim set-
tlements.

Directors also said the exchange
currently lacks the funds to pur-
chase the proposed Reinsurance
Exchange computer system and
will have to keep records manually
until sufficient funds can be ob-
tained.

INn other action, the board an-
nounced that Chicago-based

Officials
close

2 brokers

Continued from page 2

law that will replace ICC regula-
tion if truck deregulation is signed
by President Carter as expected.

Instead of the uniform ICC regu-
lations to guide shippers, "We're
going to be thrown back to the
common law-those thousands of
court decisions,"” Mr. Augello said.

"Claims are primarily a fact dis-
pute,"” he told the 91 claims repre-
sentatives from 27 states. "But you
have to understand what the rules
of law are on your liability."”

He urged his listeners to read the
bill of lading they sign for each
shipment and make notations on
the original bill in case it goes to
court. "The bill of lading is your
contract, not the instructions on
the carton," he said.

Mr. Augello also emphasized the
importance of time on all ship-
ments. "The date of movement is
all important because legislation,
changes in business, etc., are con-
stantly changing.”

It will also be necessary, he
says, to know the common law
governing motor carrier liability
because”"the courts do not want or
can't understandthe complicated
transportation issues," nor can the
corporate counsel.

"Your attorney is going to look
at you as the paralegal in the
claims/traffic department,” he told
the claims managers.

Motor carrier representatives at-
tended the seminar expecting in-
creasing litigation, said Patty Arro-
wood, claims manager at Tri-State
Motor Transit Co. "More claims
cases are going to go to court for
decisions because of deregula-
tion," she said, and she wants to
prevent that.

Others attended to gain further
insight into motor carrier liability
rules. "I came here because claims
regulations are so vague," said
Dan Sherrell, an employe for the

ICC who handles claim com-

F>l==airst= _ —

Avreco Corp. has applied for per-
mission to be the first underwrit-
ing syndicate. Mr. Montgomery
said formal approval is still pend-
ing, but the firmhas preliminary
approval to begin setting up its op-
eration.

The exchange needs one more
syndicate in addition to Avreco's
syndicate to obtain its certificate
of authority from the state.

Illinois state Rep. Bernard E. Ep-
ton, sponsor of the legislation
creating the lllinois exchange, has
announcedthatheintendstojoina
group of investors in setting up an
underwriting syndicate (Bl, May
51

Mr. Montgomery said he is confi-
dent other applications will be re-
ceived shortliy . .
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Lobbyists wield clout

Continued jom page 3

tense lobbying to get the Risk Retention Act
passed, with the White House entering the product
liability fray for the first time.

Stuart Eizenstat, President Carter's chief adviser
on domestic issues, intends to lean on Sen. Howard
Cannon (D-Nev.), chairman of the Commerce Com-
mittee. He will urge the powerful Nevada Democrat
to get the bill out of committee, high-level govern-
ment sources said.

Sen. Cannon is now undecided about the Risk
Retention Act, said Commerce Committee staffer
Michael Mullen.

Victor Schwartz, chairman of the Commerce
Department's Task Force on Product Liability and
Accident Compensation, which drafted the Risk
Retention Act, met with Sen. Cannon last week to
discuss the legislation. But even after the meeting,
Sen. Cannon indicated he was not convinced ofthe
need for the legislation, sources said.

The Risk Retention Act removes state regulatory
constraints and allows firms to band together to
self-insure their product liability exposures under

federal charters.

To try to sway Sen. Cannon and others on the
Commerce Committee, the National Assn. o f Manu-
facturers has begun a massive mailing to its mem-
bers urging them to write committee members in
support of the.bill, said NAM staffer David Sloane.

In contrast, the Risk & Insurance Management
Society, the nation's largest organization represent-
ing commercial insurance buyers, still won't back
the bill, although it supports its concepts.

RIMS fears the Risk Retention Act could result in
the creation of another federal bureaucracy, said
Reg Beane, director of governmental affairs. "We
approve of the concept, but we don't like the way
the measure would be implemented.”

The squabbles over the Risk Retention Act are
yet another indication of the growing tensions be-
tween insurers and business trade groups on prod-
uct liability.

The NAW, in particular, criticizes insurers for not
reducing product liability rates in response to the
wave of state tort reform that has taken place in the
last three years, Mr. Van Dongen said.

Vehicle fires can really put the
heat on your insurance policy

INSUFANCE Dy g, 1 A e o)
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Vehide // Proteclion

When you're insuring a ton of off-road
vehicles and industrial machinery, the
last thing you need is a devastating
fire. Since a poor fire record ultimately
leads to higher insurance rates for
both operator and equipment cover-
age. Assuming you're lucky enough to
find a carrier willing to write the policy

Ansul can help,make your insurance
more affordable. We have a complete
line of high quality fire protection
products and systems. All designed to
suppress fires before they have an

opportunity to cause severe damages.

Take our A-101 Vehicle System for
example. Over 50,000 of these reli-

able systems are at work right now on

off-road vehicles throughout industry.
They're currently protecting ore haul-
ers, dozers, log skidders, front end

loaders and dozens of other vehicles

used in critical industries.

Ansul can provide the same kind of fire
protection package for your business.
Custom-designed protection which
includes situation analysis, design,
installation, training and service. All at
a cost which is much less than you
might expect.

If you want to take the heat off your
insurance policy, call or write for our

free brochure, "Vehicle Fire Protection”

It's an important first step towards
reducing your fire risk.

ANSUL

THE ANSUL COMPANY

MAAINETTE, WI 54143

PART OF

A WORMALD
INTE

RNATIONAL GAOUP

For your free
booklet, call

(715) 735-7411
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Recent redesign

Benefit pac kage helps Micom compete

Continued from page 1

rem last fall. The plan it came up
with is young, attractive and for-
ward-looking, says personnel ana-
lyst Sheila Lewis.

The only benefit not included
yet is a pension or profit sharing
plan, which is still being studied.

The development of a highly
competitive benefit package was
forced when the small but growing
word processing equipment sales
firm was given 30 days to come up
with a working plan.

Micom had "inherited" a benefit
program in June 1979 when North
American Philips started financ-
ing the creation of Micom.

The parent company agreed to
pick up most of the employe bene-
fit package through Philips Elec-
tronics Ltd. in Canada until Micom
"could stand on its own."

Micom was notified on Oct. 1,
1979, that its employes would be
canceled out of the Philips Elec-
tronics plan Nov. 1.

Micom insurance personnel al-

ready had been working on a bene-
fit "wish list” to attract employes
to its small company. Its chief
competitors for employes are
firms such as Xerox, Wang and
IBM, all known to have generous
benefit programs.

"We knew the benefit package
we had just was not attractive,”
Ms. Lewis said. The Philips plan
lacked flexibility, dental and
short-term disability insurance.

But since the parent company
was footing the bill, the employes'
cost of benefits was small, about $5

per month.

Wish list

The challenge was to raise bene-
fit levels and options to attract new
employes while keeping current
employes happy.

Micom gave its benefit wish list
to Johnson & Higgins, which
marketed the plans.

By Nov. 1 the new benefit pro-
gram was installed. Pacific Mutual

AVRECO's

Cosmetic Manufacturers

and Distributors

Insurank Program

AVvRECO

announces an

exclusive new insurance program

g’
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specially designed for the cosmetic industry,
both manufacturers and distributors.

Limits are available to $5,000,000 on a broad
form comprehensive basis at competitive terms.
Coverage is written on an occurrence form with
a claims made "buy-back" option. Various de-
ductible or self-insured retention programs are

available.

For application and in formation contact:

GEORGE TANTY

Arreco

PROFESSIONALS IN SPECIAL RISK MARKETING

INc .

200 West Monroe Street « Chicago, lllinois 60606
312/663-1500 - Telex 25-3553

Life underwrites the short-term
disability, medical, dental and life
insurance. The Hartford Group un-
derwrites long-term disability in-
surance and The Continental
Cos. insures accidental death and
dismemberment and business
travel.

Micom pays 100% of basic pre-

miums for its employes and offers

additional insurance and
dependent coverage at the

employe's expense. Micom would
not disclose its cost of benefits.

A creative feature is the declin-
ing premium contribution for de-
pendent enrollment in the medi-
cal/dental plan.

The premium for the first three
months of dependent enrollment
is steep, about $74 per month. Af-
ter three months this premium is
halved and after two years it is
halved again, so that the cost of de-
pendent medical and dental insur-
ance to employes becomes about
$18 per month. After two years, as
an incentive for employes to stay,

Attorneys
pursue
rig suits

Continued from page 1

erated the rig as a "floating hotel"
platform through its Norwegian
subsidiary, can be sued for dam-
ages in U.S. courts on the grounds
its parent company is located in
the U.S.

In London, U.S. attorney Melvin
Belli has suggested up to $500,000
in damages might be won in U.S.
courts, but so far there are no signs
that any U.K. families are taking
him up on the opportunity. If
Norwegian families go to U.S.
courts, they will have tc abandon
the $200,000 settlement offer.

But it is yet to be proven that
Phillips Petroleum is to blame for
the loss of the rig, which was actu-
ally owned by Stavanger Drilling
Co. ofStavanger and built by Com-
pagnie Francoise d'Enteroruse
Metalliques in 1976. The Norwe-
gian judicial commission probing
the cause has not yet determined
blame.

Without admitting liability, Phil-
lips Petroleum and Stavanger
Drilling have helped negotiate the
settlement offers, now being pre-
sented to the workers' families. If
the companies are found to be re-
sponsible for the disaster, insurers
at Lloyd's and in the U.S. and

Scandinavia will bear the losses.

Stavanger Drilling has up to $24
million excess of loss insurance
placed in London by its protection
and indemnity mutual, the Gard
Club ofArendal, Norway, on top of
a first-layer $1 million held by the
Club and Norwegian reinsurers.
"We'll know the outlook better by
end June, but we don't expect to
take up all our excess ofloss cover
in London, in any event,"” said Ni-
kolai Herlofson of Gard Club.

Phillips Petroleum is reported to
have cover in both the U.S. and
Lloyd's but will not reveal its in-
surance arrangements.

Efforts are also being made to re-
duce the losses on the overturned
rig, which was towed to Stavanger
for inspection. Marine experts be-
lieve it may be restored to opera-
tion.

The rig is insured for $32 million
with Lloyd's and U,K. insurance
companies, with another $19 mil-

lion spread in the U.S. and Scan-
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the company picks up 100% of de-
pendent medical and Liental pre-
miums.

Those employed for fewer than
three months on Oct. 31, however,
were charged only $18.45 for their
first three months, easing the bur-

den of the new costl:er benefit

plan.

Medical provisions

The medical plan covers hospital
room and board and miscella-
neous extras after a $25 per con-
finement deductible. There is
100% coverage for a semiprivate
room and intensive care and 100%
payment of reasonable and cus-
tomary charges for surEery and in-
hospital physician visits.

The plan pays $50 per accident
or illness for diagnostic X-ray and
laboratory work and cavies a $500
supplemental accident tenefit.

Under major medical. the plan
requires a $100 per person deducti-
ble or a $200 family maximum de-
ductible, but there is mo limit on
benefits paid. The plan pays 80% of
costs until the employe has paid
$1,000 for an individual or $2,000
for a family. Then the plan pays
100% of costs for the calendar year.

The outpatient psychiatric care
benefit pays 50% of charges up to
$1,000 in benefits in a 12-month pe-
riod.

A prescription drug plan written
in conjunction with the medical
plan pays 100% of reasonable and
customary charges after a $1 de-
ductible per prescriptic n.

The dental benefit program pro-
vides $750 of reimbursement in a
calendar year. It covers 80% of the
cost of basic care after a $25 life-
time deductible per person, Basic
care includes one visit 8 the den-
tist each six months for diagnosis
and routine procedures such as
oral surgery, fillings and restora-
tion (other than with gcld), tooth
extraction and root canal therapy.

Fifty percent ofthe cost of mgjor
dental care is covered ty the plan

Oul™lt .,...

after a $25 calendar year deducti-
ble per person. Major care includes
inlays, gold fillings, crowns, initial
installation of fixed bridgework
and dentures.

The short-term disability insur-
ance program provides two-thirds
of base pay up to $256 a week for
five months. 3enefit payments are
effective the first day of an acci-
dent and on the eighth day of a
sickness.

The long-term disability plan
pays 60% of base salary to $3,000
permonth. Benefits begin afterthe
fifth full month of disability and
continue to age 65 if the employe is
disabled before age 60. The benefit
payment period is reduced for em-
ployes disab}ed after age 60 and
LTD coverage ceases at age 69 and

seven months.

Life policy

The plan provides for subtract-
ing Social Se zurity disability and
workers compensation benefits to
prevent the employe from gaining
more than 60% of base pay from
the combined disability benefit
plans. However, the LTD benefit
will never be less than $50 per
month.

The life insurance program pro-
vides a benefit of two times the
employe's annual salary. Addi-
tional coverage of one or two times
salary is available up to $50,000.

The voluntary AD&D pla