
McCarran repeal
poses dangers,
industry warns
By DEBORAH SHALOWITZ

WASHINGTON-A House subcommittee

proposal that would virtually wipe out in-
surers' current limited exemption from fed-
eral antitrust law actually would reduce
competition in the insurance industry, in-
surers and brokers contend.

Particularly hard hit by the proposal to
gut the exemption would be smaller insur-
ers, which lack the resources to perform
some of the data-analysis activities that the
proposal would prohibit, experts say.

The proposal, which so far has moved
quickly through Congress, "would hinder
competition" and "the smaller companies
are the ones that will be affected the most,"
said Paul Baiocchi, president of the Ameri-
can Assn. of Insurance Services in Bensen-

ville, Ill. AAIS provides ratemaking, policy
forms and statistical services to approxi-
mately 400 small and medium-sized U.S.
property/casualty insurers.

The proposal to amend the McCarran-
Ferguson Act approved by a House Judi-
ciary subcommittee earlier this month
would "present problems for smaller insur-
ers" who don't have the resources to project
loss trends themselves, said a spokeswoman
for the Insurance Services Office Inc., the
New York-based group that provides rate-
making, policy forms and statistical ser-
vices to most U.S. property/casualty insur-
ers.

Property/casualty actuaries must analyze
Continued on page 34

JUNE 27, 1988

Business
8nsurmice
Reporting weekly for corporate risk, employee benefit and financial executives / $1.75 a copy; $68 a year Crain Communications Inc. All rights reserved

© Entire contents copyright 1988 by

Update
House proposal would simplify

Section 89 non-discrimination rules

WASHINGTON-The House Ways and
Means Committee last week tentatively
approved simplifying the complex non-
discrimination rules for welfare plans
contained in the 1986 tax law.

However, the proposal itself is quite
complicated and was still being nego-
tiated last week, congressional observers
say.

Under one provision of the new pro-
posal, welfare plans must pass the pre-
scribed tests at a certain date each year

Continued on nezt page
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Proposal's impact less onerous
for life/health insurance industry

By DONNA DiBLASE

Life/health insurance industry officials
vehemently oppose stripping insurers of
their current limited immunity to federal
antitrust laws, although they rely less on
the exemption than property/casualty in-
surers.

Life/health insurers are not even certain

how amending the McCarran-Ferguson Act
would affect their business practices.

As a result, the life/health insurance in-
dustry has been relatively quiet during de-
bate over changes to the act, including the
legislation passed by a House Judiciary

subcommittee earlier this month (see re-
lated story).

Because life/health insurers set their

rates individually, instead of using an in-
dustrywide rating bureau like the Insur-
ance Services Office Inc., proposals to
subject insurance price fixing or the
development of recommended rates to anti-
trust law would not hurt life/health insur-

ers.

However, some observers point out that a
provision in the House legislation that
would subject to antitrust laws the tying of
the sale of insurance to the sale of any

Continued on page 35

Judge restricts
discovery process

in states' suits
By DONNA DiBLASE

SAN FRANCISCO-The discovery pro-
cess in the massive antitrust litigation filed
by state attorneys general against the prop-
erty/casualty insurance industry initially
will be limited to whether the defendants'

alleged conspiracy was exempt from anti-
trust laws.

"My whole effort here is directed at han-
dling this case with economy and effi-
ciency," U.S. District Court Judge William
W. Schwarzer remarked Thursday during
the first status conference in the litiga-
tion (see story, page 34).

"The fundamental question for all defen-
dants is whether the joint action on policy
forms violates state and federal antitrust

laws," the judge said, directing attorneys
for both plaintiffs and defendants to limit
their discovery to this question.

Discovery is the pretrial process in which
attorneys for one party can obtain facts and
information about the case from the other

side. This information can include depo-
sitions, written interrogatories, documents
and on-site inspection.

"We will not at this point go into disco-
very that will be necessary to prove things
such as pressure and coercion. Do not con-
duet discovery on matters that you have
reason to believe will raise issues of fact

that are reasonably disputable," Judge
Schwarzer said. "I am trying here to avoid
having the plaintiffs conduct discovery that

Continued on page 33

NAIC to disclose IRIS statistical data
By MEG FLETCHER

NEW YORK-In a major policy change, the National Assn.
of Insurance Commissioners will release annual statistical

analysis of the financial condition of most insurers operating
in the United States rather than fight to keep the information
confidential.

The decision is a partial victory for consumers who had
demanded that the NAIC release the results of its financial

analysis of property/casualty and life/health insurers.
Beginning later this year, the NAIC annually will release

financial ratios for insurers and insurance groups whose fi-
nances are analyzed under its Insurance Regulatory Informa-
tion System. The data analyzed is provided to the NAIC in
separate mandatory filings by nearly all insurers that op-
erate in the United States on any basis.

The NAIC annually will release for each of more than 5,000
insurers IRIS ratios-11 for property/casualty insurers and

12 for life/health insurers-accompanied by an industry av-
erage for each ratio and basic information about how the
ratio is calculated.

Historically, 15%-25% of insur-
ers tested under IRIS produce re-
sults outside the expected range.

The first release will involve

)&1!£84„ 1987 financial data.

However, the NAIC will con-
tinue to keep confidential its fi-NEW YbRK nancial examiners' analysis of an

N·A·I·C insurer's statistical data. That

analysis previously resulted in
companies being categorized as

requiring "immediate regulatory attention," "targeted regu-
latory attention" or "no regulatory attention."

The ratings now will be four numerical classifications.
Several months ago the NAIC ceased publishing for public

Competition among primary insurers
reduces reinsurers' first-quarter premiums

Page 3

release detailed descriptions of how the ratios are calculated
and ratio ranges an. observer can use to analyze whether an
insurer's ratios are unusual.

The new policy on releasing insurers' statistical informa-
tion was approved by the nation's insurance commissioners
at the end of the NAIC's summer meeting in New York earlier
this month.

"We decided to bifurcate the two types of information" and
separate statistical data, which are a matter of public record,
and the NAIC's own analytical work product, which should
be kept confidential, said David Gates, NAIC vp. Mr. Gates
chairs the NAIC's Data/Systems Management Task Force.

"While the IRIS financial ratios have proven to be effective
in distinguishing between financially sound and potentially
troubled companies, misclassifications do occur, and misim-
pressions can be obtained without further review by an expe-
rienced analyst familiar with insurance company operations,

Continued on page 6

Adjusting past sex-based pension benefits
is unnecessary, U.S. Supreme Court rules

Page 3
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Update Resignations rattling
Proposal simplifies Section 89
Continued fromprevmus page
to be considered non-discriminatory traditions at Lloyd's

Currently under Section 89 of the Internal Revenue Code, which
governs non-discrimination rules, lt lS unclear over what period
of time welfare plans must be in compliance with the tests Section By STACY SHAPIRO As a result, several top executives working in the

89 only says the plans have to be in compliance continuously (BI, Lloyd's market, including top Lloyd's underwriting

April 18) LONDON-Leaders at Lloyd's of London are urging agency officials, last week called on Lloyd's to
The new Section 89 proposals are part of a broad bill designed to radical changes-including limiting members' liability • Limit members' liability for losses

correct drafting glitches in the Tax Reform Act of 1986 for losses-at the 300-year-old market to stave off the • Restructure Lloyd's management to make the out-
increasing number of members who are resigning side chief executive the market's top regulatory offi-

Purchasing group ruling upheld At least 1,000 names are expected to notify Lloyd's cial, while the chairman of Lloyd's serves as a figure-
by the June 30 deadline that they will drop their mem- head

NEW YORK-The New York Insurance Department can require bership next year, said Robert R Hiscox, chairman of • Do away with the market designations-marine,
insurers that write coverage for members of purchasing groups in Lloyd's underwriting agency Roberts & Hiscox Ltd, non-marine, aviation and motor-and allow all syndi-
the state to follow New York's policy form and rate requirements, and other underwriting agency officials cates to write all classes of business

the U S Court of Appeals in New York ruled last week Some underwriting agencies expect as many as 10% • Allow underwriting agencies to accept business

The decision upholds a September 1987 ruling by U S District of Lloyd's 33,540 current members to resign this year, from other sources besides Lloyd's brokers
Court Judge John F Keenan in a suit filed by the Insurance Co which alone would reduce Lloyd's capacity next year These suggestions were made before 100 leading

of the State of Pennsylvania, a unit of American International However, a Lloyd's spokesman pointed out that ]ust Lloyd's underwriting agency executives, member
Group Inc , against the New York Insurance Department The suit as many-and perhaps more-people are expected to agency executives, brokers, underwriters, accountants
contended that insurers issuing policies to purchasing group mem- become Lloyd's members for the first time next year, and corporation staff members at a conference last
bers are exempt from state rate and form filing requirements under diminishing the impact of the resignations week on the future of Lloyd's, sponsored by Insurance

the federal Risk Retention Act (BI, Oct 5, 1987, Sept 7, 1987) The spokesman also said Lloyd's cannot estimate the & Reinsurance Research Group Ltd in London
The insurer has not decided whether to appeal the latest decision number of member resignations until the Thursday The conference-which was chaired by Peter Raw-

to the U S Supreme Court, said Patrick J Foley, AIG vp and asso- deadline lins, managing director of Sturge Holdings PLC,

ciate general counsel About 280 of Lloyd's 31,484 members resigned in Lloyd's largest underwriting agency group-became a
1987, in line with the historic pattern of about 1% to forum for radical ideas to change Lloyd's

Storm losses total $293 million 1 5% of Lloyd's members resigning since 1980 The recommendations stem from fears that members

Current Lloyd's members who plan to resign say in- -who contribute Lloyd's capital-are losing faith in
NEW YORK-A rash of wind, hail and tornadoes in May caused resting at Lloyd's lS no longer profitable because pre- Lloyd's and may resign in droves, causing the capacity

an estimated $293 million of insured damages in 23 states mium volume is down, the British government has re- of Lloyd's to fall from about 11 billion pounds ($19 6
The most extensive damage occurred in the Oklahoma City area duced tax incentives and syndicate overhead has billion at current exchange rates) this year

May 15 and 16, where insured property losses are estimated at $72 grown While underwriting executives are not concerned

million The same storm caused $3 million of losses in West Vir- Members also are resigning because they fear the about losing 1% or 2% of the market's capacity be-
ginia The Property Claim Services division of American Insurance risk of unlimited liability for losses outweighs the re- cause of a soft market, they are worried that mass
Services Group Inc assigned the storm Catastrophe No 58 wards, the syndicate executives add (BI, June 6) Contznued on page 26

Kentucky sustained $30 million of insured storm losses May 6-10
Other states that sustained a total of $100 million of insured losses
in the storms, assigned Catastrophe No 57, were Nebraska, Iowa,
Missouri, Illinois, Colorado, Texas, Wisconsin, Indiana, South Da- Committee proposes relief
kota, Kansas, Tennessee, Ohio and Alabama

In addition, storms assigned Catastrophe No 59 caused an esti-
mated $33 million in damage in Texas between May 19 and 21

Storms in seven Southern states May 23-24 were assigned Catas- from COBRA penalties' bite
trophe No 60 The most extensive damage occurred in Georgia with
insured loss estimates of $8 million The storms also caused $27 By DEBORAH SHALOWITZ a provision that would require employers to allow

million of insured damages in Mississippi, South Carolina, North beneficiaries to maintain COBRA coverage even if they

Carolina, Louisiana, Florida and Alabama WASHINGTON-Employers would receive some become covered under another employer's health care
In New Mexico, storms on May 30-31-assigned Catastrophe long-awaited relief from the Consolidated Omnibus plan (BI, April 11)

No 61-caused $20 million of insured property damage Budget Reconciliation Act's massive tax penalties in Employer groups have ob]ected to that proposal,
legislation expected to be approved this week by a conten(ling that employees taking advantage of the

MARAD opens hull market House committee "double coverage" allowed by the provision could sock
However, the legislation still contains an onerous their former employers with costly health care claims

WASHINGTON-Operators of ships subsidized or financed by provision that would require employers to extend and that the proposal would result m big administra-
the U S government will be able to purchase hull coverage from COBRA coverage to beneficiaries who have obtained tive hassles involving coordination of benefits
insurers outside the United States and London under new regula- health care coverage under another employer's plan A committee staffer said legislators did not discuss

tions finalized by the U S Maritime Administration The House Ways and Means Committee last week the provision when the COBRA issues were addressed
The MARAD ruling eliminates requirements that called for 75% tentatively approved a package of COBRA-related However, she noted that the proposal could be brought

of the hull insurance required under subsidized programs to be proposals that generally would fine an employer $100 up at the end of deliberations
written by U S insurers The remaining 25% of the coverage was for each day lt fails to extend or errs in extending The new COBRA penalties are based on a proposal

written mostly by London insurers COBRA health care continuation coverage to a benefi- stripped last year from a House-passed budget bill (BI,
In a summary explaining the new regulations, MARAD said ciary Also, employers would be given a grace period Dec 14, 1987) They are now part of a bill to correct

"there is no compelling reason to preclude participation by addi- during which penalties could be waived if a COBRA drafting glitches m the Tax Reform Act of 1986 that

tional financially sound underwriters simply because they are not mistake were inadvertent and quickly corrected the Ways and Means Committee is expected to approve

in the American or London markets " Currently, an employer can lose its entire annual tax this week

However, the agency stated U S insurers must have similar ac- deduction for health care expenses for a single COBRA During closed-door discussions of the technical cor-
cess to business in the foreign insurer'S domicile and, "consistent violation, regardless of the length or severity of the rections bill, committee members last week amended a

with sound business ludgment, owners will be expected to place violation newly drafted provision that would have made em-

their insurance with the American market to the maximum extent More good news for employers is a provision that ployers, insurers, health maintenance organizations

possible " would impose a special minimum penalty of at least and third-party administrators jointly and severally

The regulations become effective 30 days after publication in the $2,500 if an Internal Revenue Service plan audit un- liable for COBRA violations (BI, May 30)

Federal Register, which is expected this month covers a COBRA violation that was not corrected be- Under the new amendment, insurers and others
fore the employer received notice that the IRS would would not be jointly and severally liable for COBRA

Asset reversion vote expected be auditing the plan The House previously had pro- violations unless an employer specifically had a con-
posed slapping employers with an excise tax of at least tract that specifically included such a liability provi-

WASHINGTON-Employers terminating overfunded defined $18,000 for each COBRA violation uncovered in an IRS sion, according to a committee staffer

benefit pension plans would be temporarily barred from taking audit (BI, May 23) Currently, only employers are directly liable for

asset reversions under legislation heading to the Senate floor However, the technical corrections bill still contains COBRA violations

The Senate Appropriations Committee last week approved a pro-
posal that would require any pension plan assets not distributed to Inside
plan participants following the termination of an overfunded plan
to be held in escrow until Oct 1,1989 The legislation would be
effective retroactive to June 21 + Whether you are a risk manager or a concerned con- Departments

The Senate is expected to vote this week on the measure, which is sumer, wnte to your state representatives urging the pro-
attached to a bill approving appropriations for federal agencies for hibition of car rental collision damage waivers, this Benefit beat 4
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Reinsurers' volume declines in 1 st quarter
By JUDY GREENWALD the lion's share of the decline in premium volume U.S. reinsurers' premium growth dips

Competition exists "more on a primary company
Competition among primary property/casualty in- level than lt does for reinsurers competing with one

50%surers and continued high ceding company retentions another," said Steve Bensinger, senior vp and chief
are cutting U S reinsurers' premium volume financial officer of Skandia America Reinsurance

However, despite first-quarter declines in premium Corp in New York
" 40volume, officials of ma]or U S reinsurance companies We have found while some of our clients are writing

say they do not expect their combined ratios to deteri- less business, we don't see any real softness in the rein- 1
orate significantly this year surance business," Mr Clark pointed out & 30

And, reinsurers generally say they were not sur- According to a survey of 78 reinsurers by the Rein-
prised by first-quarter results surance Assn of America, the U S reinsurance in-

"Fundamentally, it's on target," said William G dustry's net written premium volume declined 4 6% to 2 20
Clark, president and chief executive officer of Stam- to $32 billion in the first quarter of 1988 from $3 3

Cford, Conn -based Transamerica Reinsurance Co , dis- billion in last year's first quarter, when net premium
cussing his company's 1 7% first-quarter premium de- volume increased by 15 7% 110
cline The 20 largest reinsurers in terms of net premium D

Constitution Reinsurance Co 's results were "about volume surveyed by the RAA reported that volume de- 2
as expected," said Bard E Bunaes, chairman and clined 6% to $25 billion in this year's first quarter 0

chief executive officer of the New York-based rein- from $3 3 billion in the first three months of 1987,
surer whose volume rose 4% in the quarter "Ours was when the Top 20's premium volume rose 13 5%
in line with our plans " However, these results do not include Transamerica -10

While reinsurers admit there is some softening in Re, which ranked as the 14th-largest U S reinsurer as 1983 1984 1985 1986 1987 1988*
facultative reinsurance rates, nearly all agree that of March 31 The reinsurer was formed after Transa- *First quarter Source Reinsurance Assn of Americacompetition in the primary market is responsible for Continued on page 28

Pollution rulings
Benefit coalition

hopes to influence
Decisions illustrate schism in policy interpretation health care policy

By STACY ADLER amined the same precedential appellate decisions, they By BRIGITTE MAXEYarrived at opposite Interpretations of the law
SAN JOSE, Calif -Two recent U S District Court rul- Indeed, courts nationwide are interpreting the law in CLEVELAND-Disgruntled with federal health care poli-

ings exemplify how state and federal trial courts nation- pollution cases differently, according to attorneys cies and proposals they call "perverse" and "overpriced,"
wide continue to be sharply divided on the issue of "There lS a split in the various federal and state trial Cleveland businessmen are bypassing existing lobbyists to
whether government-mandated cleanup costs are insur- courts," said Roger Warn, an insurer attorney with Step- bring their opinions about health care legislation to Con-
able under comprehensive general liability policies toe & Johnson in Washington,DC "The best arguments gress

In a lengthy decision on the sublect, the U S District from each side have been made and there has not been a Beginning as a local group in November 1987, the Health
Court for the Northern District of California has ruled consensus among the courts " Policy Coalition since has opened its membership nationwide
that Hartford Accident & Indemnity Co must reimburse Although court decisions are split, both insurers and and currently includes between 40 and 50 companies
Intel Corp for costs Incurred in a government-mandated policyholders claim the majority of the decisions are in "We hold the distinguishing factor of being the coalition
hazardous waste cleanup their favor, said Mr Warin "However, I get the lIn- that focuses on health policy and presents our alternative

Meanwhile, the U S District Court for the Western Dis- pression that the trend more recently is in favor of insur- methods to the appropriate bodies at the federal, state and
trict of Washmgton, in a seven-page decision, held that ers " local levels," said Steve Smith, one of the group's founders
Travelers Insurance Co does not have to reimburse Ross "Nationwide, about two-thirds of the decisions favor and vp of human resources at Ameritrust Co in Cleveland
Electric of Washington Inc for costs incurred in a govern- insureds, but the most recent cases and the higher court While he said most health care coalitions focus on fighting
ment-mandated hazardous waste cleanup cases favor insurers," said attorney John A McKerncher, legislative proposals, rather than offering alternatives, the

While both the California court and the Washington of Baker, Paroutand, Mano, MeKerricher & Scheibmeir in Health Policy Coalition already has presented to Congress a
court-which are in the same federal judicial circuit-ex- Continued on page 25 proposal for providing health insurance to uninsured Ameri-

cans

Judge questions policyholder rulings
Members of the coalition do not plan to hire an outside

lobbyist and instead will rely on their own representatives to
carry their ideas for controlling the cost of health care bene-
fits to Congress

By DOUGLAS McLEOD and that the case may need "correct- several of Diamond Shamrock's ex- "We will do it ourselves," said Powell Woods, another
1ng" cess insurers, called the Judge's state- founder and vp of human resources at Nestle/Stouffer Corp

MORRISTOWN, N J -Numerous However, Judge Stanton also noted ment "extremely significant " But he in Cleveland He says that the business community, for too
liability insurers engaged in a cov- the need for additional facts before added that it does not necessarily m- long, has not been active in creating solutions to America's
erage dispute with Agent Orange pro- deciding on the applicability of pol- dicate the court's ultimate ruling on social problems
ducer Diamond Shamrock Chemical lution exclusions in this case and or- the issue

The Health Policy Coalition was begun by Mr Smith, Mr
4 4Co are encouraged by a state ludge's dered Diamond Shamrock and its in- We're still a long way from the Woods, Jack Evans, vp of human resources at Eaton Corp in

suggestion that pollution exclusions surers to present their arguments at a fat lady singing," said Mr Cuyler, Cleveland, and attorney Charles D Weller of the Cleve-
may have been interpreted too trial a partner with the Morristown firm land-based law firm of Jones, Day, Reavis & Pogue, who
broadly in favor of policyholders in In a June 6 letter ruling on the of Cuyler & Burk "There are still a serves as counsel to the coalition
previous court cases summary judgment motions, Judge few innings left " There is no fee for membership, but the group accepts do-

In denying Diamond Shamrock Stanton noted that he may be bound "All he has done 15 invite the de- nations

summary judgment on several cov- by "intellectually disturbing" New fense to make their case," observed "All the company has to do is have a common interest in
erage questions, New Jersey Supe- Jersey precedent in interpreting the Michael P Tierney, a lawyer with current health legislation Members are not restricted to the
rior Court Judge Reginald Stanton "sudden and accidental" exception, the New York firm of Cahill, Gor- state of Ohio, we have members as far away as Texas," Mr
said that the "sudden and acciden- but that a trial on the issue will es- don & Reindel, representing Diamond Woods said
tal" exception to a pollution exclu- tablish a record on which insurers, if Shamrock The group was drawn together late last year by a common
sion may have been misread in a they lose, may appeal In 1984, Diamond Shamrock sued concern developing legislation to provide health coverage
precedent-setting New Jersey ruling Stephen D Cuyler, a lawyer for Cont:nued on page 25 for the uninsured "That was in November and the 1Ssue

Continued on page 28

Pension decision benefits employers
By DOUGLAS McLEOD The court in 1983 extended the non-dlscom- ment Opportunity Act-but before the 1983 Su- Justice Kennedy wrote that the Manhart

nation requirement to retirement benefits preme Court decision, and who had chosen a decision did not place Florida on notice that
WASH[NGTON-Employers are relieved by Smce its formation m 1970, Florida's de- sex-based benefit option optional sex-based pension benefits violated

last week's Supreme Court rulmg that employ- fined benefit plan for state and local govern- A U S District Court Judge in Tallahassee the Civil Rights Act, noting the 1978 ruling
ers are not required to adlust sex-based differ- ment employees has provided for equal con- granted summary ludgment to the retirees in was limited to unequal pension contribu-
ences m pension benefits retroactively to the tributions and equal normal retirement benefits April 1986, ordering that tions and did not deal with unequal benefits
date of an earher rulmg that ended discrimina- for men and women • Pension benefits for those retiring after Observing that Florida acted immediately
tion in penmon contributions Before the 1983 rulmg, though, the system the high court's 1978 ruling but before ltS after the court's 1983 decision to correct dis-

Revermng two lower court rulings, the high also offered employees three beneht options 1983 ruling be retroactively increased to the crimination in its pension plans, the court
court ruled 5-4 that Flonda's Retirement Sys- under which monthly payments to male retirees prevalent unisex levels from the date of the also concluded that there is no need to lin-
tem did not violate the Civil Rights Act of 1964 were reduced on the basis of sex-based actu- Manhart decision until the date of the dis- pose retroactive liability to enforce the Civil
by offermg sex-based retirement benefit op- anal tables trict court's order Rights Act's provisions Such liability also
tions after the court's ruling in Los Angeles After the 1983 rullng, Flonda adopted un- • Future benefits paid after the court would be inequitable, since it could threaten
Dept of Water & Power us Manhart isex actuarial tables that equalized pension order be increased to the unisex level for the financial solvency of retirement systems

In the 1978 Man/kan decision, the high court benefits under all options for men and women participants retiring between 1972 and 1983 and their beneficiaries, the majority held
concluded that unequal penmon plan contnbu- retinng after Aug 1, 1983 The 11th U S Circuit Court of Appeals af- The majority also threw out the award of
tions for male and female employees based on However, a class-action lawsuit agamst Flor- firmed the award future benefit increases to all class members,
actuanal tables reflecting women's longer hfe- ida was filed on behalf of male participants m However, the Supreme Court reversed the finding that the ongoing mereased benefits
spans violated sex discrimination provisions of the system who retired after March 24, appeals court ruling last week in an opinion would be "essentially retroactive" in their
the Civil Rights Act 1972-the effective date of the Equal Employ- written by Justice Anthony Kennedy disruption of past funding assumptions .
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Pennsylvania to compile health care data
By GLENN HUNTLEY

Pennsylvania state officials have
embarked on a major project to

gather information on the cost and
quality of health care in the state

and make it widely available to
employers, labor unions and the
public.

The state contracted with Health

Risk Management Inc. of Minneap-
olis last month to compile a data
base composed of all medical
claims incurred in the state in 1988

and 1989.

The state will pay the firm $2
million to gather information on
cost and quality of health care
from all hospitals and ambulatory
care facilities in Pennsylvania.

The effort may be the first time
any state has attempted to create
an information base that measures

Benefit beat

both the cost and effectiveness of

health care services provided by
various parties like hospitals and
physicians, said Bruce Kelley, vp
of analytical services at Health
Risk Management.

"It will be especially valuable to
purchasers of health care, such as
employers and labor unions, and to
the general public because the data
will help people become better in-
formed health care consumers,"
Mr. Kelley said.

The result should be "compari-

son shopping" for health care, he
said. "The better purchasing deci-
sions could save millions of dollars

a year for Pennsylvanians."
Data on length of hospital stays,

severity of illness upon hospital
admission and health at hospital
discharge will be combined with
cost information to determine ef-

fectiveness of treatment, said Fred
Bodendorf, assistant director of

the Pennsylvania Health Care Cost
Containment Council.

Members of the council, which
was established by the state Legis-
lature to oversee the data base, in-
clude labor and business represen-
tatives, consumer groups, insurers
and the medical community.

"Quality is the most important
part of what we're doing," said Mr.
Bodendorf, who called the program
"very ambitious."

The first results should be avail-

able at the end of 1988, when in-
formation from the first of eight
regions of the state is compiled, he
said. By late next year, data from
all regions will have been compiled
and statewide statistics will be-

come available.

The results will be available in

several forrns:

• Quarterly reports that detail
costs and quality of care. The re-
sults will be publicly available.

• Special reports that include
specifics such as utilization pat-
terns as requested by insurance
buyers.

• On-line access to the data

base, which will be available to

employers, labor unions and the
public.

Health Risk Management will
test the data it receives to detect

errors and then will edit the con-

Landima* Studies Conrm
What Hundmds of Companies

AliieadyKnow.
Medco's Mail Service Can Reduce Drug Costs by 25%.
Drug benefit costs are increasing faster than all other health benefit costs. That's probably not news to you.
But, now two world·renowned consulting firms have confirmed what Medco's clients have known for years:
there is an effective way to help reduce those costs.

o The Boston Consulting Group concluded that adding a mail service prescription option

to traditional prescription coverage can produce savings on total dnig costs of up »»\\to 25 percent. .-/

0 Mercer-Meidinger.Hansen conducted the industry's first case-specific ««--«---- \\study of mail service prescription plans. Usingactual experience -«=/
from a number of Medco's clients, they concluded: ./-- 65*
introduction of a Medco mail service program , '3 -6 -f 5 -- i
reduced plan sponsor costs. fs.r#Ka<fi.*

Find outhow Medco'sunique combination of efficiency, c,ps€fl>5%}5/
customized plan designs, and quality assurance 0-,

can reduce your drug benefit costs and why ' 
Medco isthe nation's leader in prescription ben·
efit plans. Just complete and mail the coupon. f;
Or, call ourtoll·freenumberbelow. Well send

you summaries of these two landmark studies.

You can't afford not to know whatour hundreds

of clients already know - Medco can reduce 0 ***
drug plan costs.

Mail in or call today.

1·800·654·5336 Ext.554.

For summaries of the Boston Consulting Group and Mercer-Meidinger-Hansen
studies, please fill in and mail this coupon to:

Medco Containment Services, Inc.. P.O. Box 1010, Fair lawn, NJ 07410
or call 1-800-654-5336, Extension 554.

Name

Title

Company Name

Company Address (Street)

City

Company Phone Number (Include Area Code)

State Zip

Number ol Employees In Company (Check one)

 Less than 100 m 100-499 [] 500-999 m More than 1.000

Existing Drug Benefit Coverage

C]MR'or Medical El Card

El other (piease specity)

 None

THE MEDCO GROUP
MedcoContainmentServices.Inc.
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sistent results into quarterly re-
ports.

New York Times pact
The New York Times will resume

making all contributions toward
health care benefits for about 2,000

union employees under a new labor
contract ratified June 15.

News, advertising, circulation
and business employees repre-
sented by Local 3 of The Newspa-

per Guild had each been contribut-
ing a total of $13 per week-$10
from salary and $3 from their pen-
sion fund-to maintain health in-

surance benefits since Empire Blue
Cross/Blue Shield of New York,
which underwrites medical and

dental care benefits for the em-

ployees, increased rates in August
1987, explained Jim Madden, the
union's local representative.

The insurer attributed the higher
rates to increased medical care

costs.

However, under terms of the new

contract, The New York Times will

make a special weekly contribution
of $18.35 per employee to the plan
retroactive to March 1987, accord-

ing to Mr. Madden.
In addition, The New York Times

will continue to contribute 3% of

straight-time payroll to a fund that
pays premiums to Blue Cross/Blue
Shield for medical and dental cov-

erage. The fund also is used to pay
claims under the newspaper's self-
insured vision plan.

The retroactive payments also

will be deposited into the insur-
ance fund; the employees will not
be reimbursed.

The six-year contract also in-
cludes a clause that allows the

union to re-open negotiations after
three years, Mr. Madden said.

The union's health benefit plan,

which did not change under the
new labor contract, covers 80% of

major medical and hospitalization
expenses after annual deductibles
of $200 for individuals and $500
for families. The annual maximum

out-of-pocket cost is $2,000 for
both individual or family coverage.

The agreement, which is consis-

tent with contracts negotiated with
seven other unions representing
New York Times employees, also
includes pay raises that average
4.6% per year over the length of the
contract, according to Mr. Mad-
den.

Drug testing policies
Drug testing policies are in place

at almost half of American com-

panies surveyed by TPF&C, a divi-
sion of Towers, Perrin, Forster &

Crosby Inc.
Of the 249 U.S. companies sur-

veyed by the benefits and actuarial
consulting firm, 45% have a drug
testing policy in effect. And, a fur-
ther 25% are considering imple-

menting a drug testing policy, the
survey shows.

At those companies with drug
testing policies, 84% pair their
testing program with an employee
assistance program, which involves
counseling and treatment for sub-
stance abuse.

Three-fourths of companies with
a testing program check for drug
use prior to hiring employees, ac-
cording to the survey. And, 66%
tests employees they suspect of
drug abuse, while 11% conduct
random tests in the workplace.

Benefit beat keeps insurance and

employee benefit managers in-
formed on what other companies
are doing and Of current develop-

ments in the employee benefit field.
We'd like to know if you've made
any changes. Write Glenn Huntley,
Business Insurance, 6404 Wilshire

Blvd., Los Angeles, Calif. 90048;
213-651-3710.
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As a leading manufacturer of batteries and flashlights, Rayovac stresses dependability
and performance in its products, like their new Luma 2. They insist on the same in their in-
surance company.

"We look to Wausau for dependable service and a special expertise in helping us achieve
our employee safety goals, which are a high priority with us 5' says Linda Pauls Fleming,
Rayovac's director of treasury services. "And Wausaut claims professionalism also supports
our overall cost-control objective!' ®

At Wausau, we focus on business insurance. That's how  WAUSAL]
we can best help companies see and reduce risks. Let us
shed some light on the subject for your business. fiL=2.-INSURANCE

Wausau Insurance Companies, 2000 Westwood Drive, Wausau, Wisconsin 54401 ®lephone (715) 845-5211 A Member of the Nationwide® Group.
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PRIMEX, Weavers team to offer higher limits
LONDON-PRIMEX Ltd., a Barbados-based fa-

cility that writes excess liability insurance for 20
small to medium-size chemical companies, is
changing its limits and its policy wording now that
H.S. Weavers (Underwriting) Agencies Ltd. is of-
fering additional coverage as part of the PRIMEX
program.

Last week, PRIMEX and Weavers finalized an
agreement whereby PRIMEX will reduce the cover-
age limits it offers to $5 million excess of $1 million
for general liability exposures and excess of $2 mil-
lion for auto liability exposures. PRIMEX had of-
fered up to $15 million in capacity.

Under the agreement, Weavers now will offer
PRIMEX members up to an additional $20 million
in excess liability coverage in $5 million layers ex-
cess of the $5 million PRIMEX layer, said PRIMEX
Chairman Mark F. Wilson, corporate risk manager
of First Mississippi Corp. in Jackson, Miss.

The entire $25 million in coverage-including the
coverage underwritten by Weavers-is written on a
new PRIMEX claims-made policy, which is a
"unique" version of Weavers claims-made form,

said Robert Polack, who becomes chairman of

PRIMEX on July 1, replacing Mr. Wilson.
While all layers of the PRIMEX/Weavers program

will provide coverage for sudden and accidental
pollution incidents, only the $5 million layer writ-
ten by PRIMEX provides coverage for cleanup costs
on non-owned sites.

In addition, in a change from Weavers' usual
practice, the Weavers coverage will respond to
claims if the $5 million PRIMEX layer is exhausted
by defense costs. Normally, a Weavers policy will
not respond to claims untilindemnity payments ex-
haust the limits of underlying coverage.

The development of the PRIMEX/Weavers pro-
gram took more than a year, said Mr. Polack, vp
and general counsel for Reilly Tar & Chemical
Corp. in Indianapolis. Others involved in the nego-
tiations included Johnson & Higgins (Barbados)
Ltd., which manages PRIMEX, and London broker
Willis Faber & Dumas Ltd.

"We see this as a long-term solution to a very
thorny problem," Mr. Polack said.

-By Stacy Shapiro
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IRIS ratios
Continued from page 1
financial reporting procedures as
well as a knowledge of the IRIS fi-
nancial ratios," NAIC officials
have said.

For example, "if a company
strengthens loss reserves to correct
a previous inadequacy, the change
may identify this company as ex-
ceptional when in fact the com-

pany has been strengthened," the
officials have said.

The property/casualty IRIS
ratios compare surplus to pre-
mium. surplus aid, agents' bal-
ances, estimated current reserve
deficiency as well as reserve devel-
opment. Other ratios include liabi-

lities to liquid assets or relate to
change in premiums written and
investment yield.

The life/health IRIS ratios exam-

ine changes in: capital and surplus,
premium, product mix, asset mix

and reserving ratios. In addition,
life/health ratios examine the rela-

12*4
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MET RE CAN WELF KEEP UABILITIES
FROM CAVING IN ON YOU.

Our financial strength could outmuscle
Hercules.

Met Re has a sizeable surplus and a
staff of expert Treaty and Facultative
teams ready to assist you with your
underwriting needs. Plus, we're affiliated
with Metropolitan Life, another insurance
powerhouse.

So get Met Re for strong, safe, and reli-
able reinsurance. We won't crumble under

pressure.

GET MET: IT FAYS.
 Metrogolitan Life
Af ANDAFFILTATED COMPANIES

MErROPOUTAN REINSURANCE COMPANY

©1988 Metropolitan Reinsurance Company, New York. New Ybrk

CWUL:2.-

PEANUTS CHARACTERS: © 1958.1965 United Feature Syndicate, Inc.

'The ratios will help

people to evaluate
their insurance

companies,' says the
AIA's Mr. Schwartz.

tionship between net gain to total

income, commissions and expenses
to premiums and deposits, surplus
relief and several investment-re-

lated computations.
NAIC officials decided to release

the statistical information in hopes
of stemming challenges to the con-
fidentiality of its IRIS-based anal-

yses of insurers.
For example, a District of Co-

lumbia Superior Court judge last
fall ordered the release of some

NAIC statistical and analytical in-
formation sought by Joseph Belth,
a professor at the University of In-
diana and the editor of an insur-

ance industry newsletter (BI, Nov.
23, 1987).

Previously, the Montana Su-
preme Court had ruled that the
NAIC could deny Mr. Belth access
to that financial data (BI, July 20,
1987).

Mr. Gates, who is the Nevada in-
surance commissioner, said regula-
tors from two other states he would

not identify feared they could not
protect the confidentiality of the
IRIS information because of the

wording of their states' laws
granting public access to govern-
ment records.

The NAIC had adopted an in-
terim policy of not providing IRIS
information to states that could

not protect it. However, that inter-
fered with regulators' ability to
perform their jobs.

NAIC officials believe the new

policy to release statistical infor-
mation involving already public
data makes it more legally defensi-
ble for the NAIC to protect the an-
alytical information resulting from
financial examiners' evaluations,

an NAIC spokesman explained.
"We don't advise a buyer using

this information to decide whether

or not to buy from an insurance
company," Mr. Gates said, refer-
ring to the statistical information.

But, if a buyer sees that an in-
surer's ratios are significantly dif-
ferent from the norm, "it will give
you some hint that you want to
look at the company closer," Mr.
Gates added.

"The ratios will help people to
evaluate their insurance com-

panies," said Phillip Schwartz, vp-
financial reporting and associate
general counsel of the American
Insurance Assn., which represents
property/casualty insurers.

"I certainly welcome the ap-
proach," said Jon Harkavy, gov-
ernmental affairs director for the

Risk & Insurance Management So-
ciety Inc.

The inclusion of average ratios in
the material released may make
the information "somewhat mean-

ingful" to consumers, he added.
However, the analyses that are

not being released contain the most
vital information, he pointed out.

Still, having the mean ratio as a
benchmark "is better than noth-

ing," Mr. Belth said.
The difficulty in interpreting the

information may place indepen-
dent agents and brokers, who must
evaluate insurers on behalf of their

clients, "probably in even worse a
quandary than ever before," said
Patricia Borowski, vp-government
and industry affairs for the Na-
tional Assn. of Professional Insur-

ance Agents.

"The question arises: What does
the information really tell you?"
she asked.

"The information is probably
hard to interpret, but there is no
easy answer to evaluating com-
panies'-including insurance com-
panies-financial condition," Mr.
Schwartz said. I
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Liability for today's needs.

Since 1975 Shand Morahan has kept a dose
underwriting eye on the changing health care
field. That's why we can continue to offer
professional liability insurance for a wide
range of medical and paramedical personnel
and facilities.

Keeping current with the trend toward
greater out-patient treatment and care, as well
as the latest technologies, we can offer cover-
ages that are specific to the needs of today's
health care community. For facilities, such as
out-patient surgical centers and home health
care agencies; as well as professionals,
such as paramedics, x-ray technidans and
physical therapists. Coverage is primarily
geared to groups and associations. However,
policies for individuals are available subject to
a minimum premium of $2500 per policy.

For a complete list of acceptable classes
of coverage in this growing field, contad
our Specified Medical undemriting depart-
ment today.

 Shand Morahan
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Opinions Business

Wave good-bye to CDWs Insurance ®
Reporting weekly for corporate risk,

employee benefit and financial executives
Ii'ED UP WITH THE CONFUSION and high cost company pay the high price of CDWs, or whether Publisher: Alfred Maleck, (New York)A of collision damage waivers sold by car rental you are confused and concerned when you rent cars

Associate Publisher/Editor: Kathryn J Mcintyre, ARMcompanies? as an individual consumer.
(Chicago)It's up to you to do something about it now. Write to your state insurance department and to

Managing Editor: James M Burcke (Ch,cago)
The National Assn of Insurance Commissioners your state elected representatives urgmg them to Assistant Managing Editor: Dave Lenckus (Ch,cago)

adopted a model law earlier this month that pro- promote enactment of the NAIC model law prohib- Assistant Managing Editor/Graphics: Holly E Segu,ne
hibits car rental companies from selling CDWs iting the sale of CDWs in your state ' (Chicago)

CHICAGO: Stacy Adler (Assoctate Editor)Instead, car rental companies would have to as- As we have said before, the best solution to the
Karen Brown (Ass,stant to the Editor)sume the risk of physical damage to their vehicles problem of car rental companies gouging consum-
Linda J Collins (Agent/Broker Editor)

as a cost of doing business (BI, June 20). ers for the cost of collision damage to rented cars lS Meg Fletcher, AR M (Assoc,ate Ed,toO
We commend the NAIC for ltS action on this to abolish the CDW (BI, May 9) Mark A Hofmann (Assoctate Editor)

1SSUe While we urge professional risk management and Karen Huelsman (Copy Editor)
Manlou Jones (D,rectory Editor)Now, it's up to each state legislature to use the insurance organizations to support this lobbying

model law to pass legislation outlawing CDWs in effort, we strongly recommend that letters of sup- Jacqueline LaSota (Ass,stant Copy Editor)

Laura Mazzuca (AgenfBroker Top,cs Associateits state. port for outlawing CDWs be written on your per- Editor)

That is where you come in-whether you are con- sonal stationery. Amy Palmer (Graphic Art,sO
cerned about CDWs as a risk manager trying to Your opinion as a voter will do more to sway a Roger Schillerstrom (Ed,tonal Cartoon,st)

protect your corporation from the potential liabil- legislator's opinion on this 1SSUe than leaving the Paul Winston (Copy Editor)

Joanne Wolcik (Copy Ed,todity of uninsured damage to vehicles rented by your lobbying to professional and business organiza-
Chnst,ne Woolsey (Ed,tonal Assistant)company's employees without recommending the tions

DALLAS: Michael Bradford (Associate Ed,tor)

Letters                     - LONDON: Stacy Shapiro (/nternational Editor)
Carolyn Aldred (Associate Editor)

LOS ANGELES: Donna D,Blase (Bureau Ch,et)

Flex plan costs, plo'yee per month tlveneSS IS ltS ability to help all parties Glenn Huntley (Associate Editor)
The purpose of the May 30 article was involved-payers, patients and providers NEW YORK: Douglas Mcleod (Bureau Chief)

savings questioned to review developments m software used -work out mutually agreeable alterna- Judy Greenwald (Associate Ed,tor)
to admintsterflenble benefit plans Other tives in difficult cases to ensure that pa-

Collin Nash (Ed,tona/Ass,stant)
To the editor Stop' Hold itt Someone articles zn Business Insurance reportzng tients get the level of care they require

WASHINGTON: Jerry Geisel (Washington Editor)put the brakes ont Just how stupid do on the growth of fienble benefit plans The National Assn of Private Psychiat-
you think the average employer is? I keep also have addressed the cost, admzntstra- ric Hospitals has developed a booklet to Deborah Shalow,tz (Associate Editor)

1 viewing articles in Bunness Insurance tive and regutatory problems inherent m help employers understand psychiatric Advertising Director: Donald A Walsh (New York)
informing me of the increasing number of offenng such plans, most recently in the case management Called " Ensuring

Midwest Sales Manager: Robert L Niesse (Ch,cago)employers offering flexible benefits Feb 15,1988, and Nov 2,1987, tssues Good Psychiatric Benefits," this booklet
CHICAGO: Deborah D Neale (D,smct Manager)plans Many individuals pushing these includes a detailed checklist for evaluat-

plans have an administration company Lauding defense tactic ing a psychiatric case management pro- Margaret Hitado (District Manager/
that "Just happens" to handle flex plan gram We would be happy to send a free Classified Sales)
administration sidesteps real issue copy to any of your readers Write to the Elmer Kerstowske (Production Manager)

In BI's May 30 ISSUE you quote a flex National Assn of Private Psychiatric Eastern Advertising Manager: Martin J Ross (New York)

) administration cost per employee per To the editor The recent surge of pub- Hospitals, Socioeconomics Department, NEW YORK: Charles A Horvath (District Manager)
month of $18 Currently, our TPA can licity with respect to the consolidated de- 1319 FSt NW, Suite 1000, Washington, Jack Forrest (Distnct Manager)
handle administration of your average fense of the San Juan Dupont Plaza Hotel D C 20004 Courtney Bauer (D,stnct Manager)
major medical plan for about $8 per em- fire properly lauds the group for its ef- Robert L. Thomas

Nora Reid (Distnct Manager)ployee per month Has anyone asked forts in reducing defense costs through Executive Director
LOS ANGELES: M,chael J Sharpe (Western Advertisingwhere the other $10 goes' such tactics, among others, as the utiliza- The National Assn of Private

My favorite sales pitch lS that flex tion of fewer attorneys, the hiring of joint Psychiatric Hospitals Manager)

plans can save you premium in reduced experts and the sharing of data pro- Washington Director of Communications: Ronnie I Drachman
taxes and overall benefit costs The fact is cessing information (BI, May 30)

(New York)you can obtain the tax advantages with a Plaintiffs' lawyers also gleefully ap- Rules for HMO rates,
simple premium conversion plan or, at plaud this approach since they have EDITORIAL: Chicago 312-649-5398

most, the implementation of FSAs Cafe- stated for the record that the reduction of contributions differ Dallas 214-363-1066

teria plans simply muddy up the waters, legal expenses will put more money into London 01-404-4228

making it difficult for competing brokers the victims' pockets To the editor Your response to my pre- Los Angeles 213-651-3710
to implement a cost effective plan However, there has been little atten- vious letter to the editor regarding com- New York 212-210-0100

And, don't forget our national deficit tion, except in Bus:ness Insurance, munity rating requirements and federally Washington 202-662-7200
* and our friends who work for the Internal directed to the fact that this unfortunate qualified HMOs (BI, June 6) quotes an ADVERTISING: New York 212-210-0133

Revenue Service Don't be surprised if catastrophe resulted from a criminal ac- unidentified spokesman at the U S De- Chicago 312-649-5276

the tax loopholes of flex plans get tion with the hotel's liability insurance partment of Health and Human Services Los Angeles 213-651-3710
plugged or severely limited in the near limited to $1 million for the occurrence Office of Prepaid Health Care as saying COMMUNICATIONS: New York 212-210-0132
future Typically these days, the matter of legal that federally qualified HMOs may nego- CIRCULATION: Detroit· 313-446-1611

Last, but certainly not least, are those liability has been quietly put aside, once tiate "a mutually acceptable rate other
Published by Crain Communications Inc, Chicagodirty words adverse selection Insurance again demonstrating that our civil Justice than a community based rate "

Class 101 teaches any idiot that when you system is neither civil, nor will there be Your reporter must have misunder- G D CRAIN JR.

Founder (1885-1973)give an employee a choice of benefit justice stood the OPHC spokesperson, as this in-
MRS. G.D CRAIN MERRILEE P CRAINplans to choose from, he or she is going to Norman B. Chanzis terpretation has never been the position Chairman Secretarypick the plan that they intend to use Director of Risk Management of OPHC and runs contrary to the clear S R BERNSTEIN WILLIAM A MORROW

Bingo I No more healthy policyholders to American-Standard Inc requirements of the federal HMO Act and Chairman-executive committee Senior Vp-operations
offset the unhealthy no more "spread New York its implementing regulations I would ap- RANCE CRAIN ROBERT C ADAMS
of risk" no more "group" insurance preciate your accurate clarification on President Vice president-production
It's that simple Case management this Inatter KEITH E. CRAIN H.L STEVENSON

Dave Rodas James F. Doherty Jr. Vice chairman Corporate editor

Account Executive not cost control device Michaels & Wishner P C
MARY KAY CRAIN ALICE SIELOFF

Treasurer Corporate marketing managerRuland & Mattingley Washington
San Diego To the editor I read with interest the Published weekly at 740 Rush St, Chicago, 111 60611, Telex 6871241.

Fax 312/280-3174, Cable CRAINCOM Offices 220 E 42nd St., NewMay 30 Ask a Benefit Manager column, • Editors note Under the federal Health York, N Y 10017, Telex 640207, Fax 212/210-0704, CRAIN COM NYK, 1
• Editor's note As stated m the May 30 "Case Management Cuts Psych Care Ma:ntenance Organizatzon Act of 1973, Nortlipark, East Suite 114,8950 N Central Expressway, Dallas, Texas,
article, the $18 charge per employee per Cost " I agree with Mr Duva that psychi- federally qual:fted HMOs and employers 75231, Fax 214/696-1936, Suite 814, National Press Building,

month covers the complex admmistratzon atric case management-done properly- can negotiate the employer's portion of Washington, DC 20045, Fax 202/638-3155, 6404 Wilshire Blvd, los
Angeles, Calif 90048, Fax 213/655·8157. 20-22 Bedford Row, Londoninvolved m pronding a flex plan, mclud- can help achieve the goal of good patient the premium contnbution for employees WC1R 4EB, England, Fax 01/430-2176 $1 75 a copy $68 a year m U S

:ng enroUment, clatms processlng, mom- care ln appropriate settings enrolled zn the HMO, accordzng to the Canada and all other foreign add $16 for surface mail Europe and Middle
East only add $47 for air delivery First-dass mail to U S and Canadatonng and comphance with government However, the article does perpetuate U S Department Of Health and Human
only, add $48 Bennuda only. $105 per year exped,ted dellvery WILLIAMregulatzons As dso stated, charges for one myth Mr Duva wrote that• the Services Offlce of Prepaid Health Care. STRONG, vperculation BARBARA KISCH, arculabon manager JOHN

admznistenng a simple .#exible spending "guaranteed" cost savings being touted which regulates federally quahfied HUFFMAN, Millment director Four weeks' notice required for change of
account can be as httle as $5 per em- by some case management companies HMOs However, federally qualified address Send subscnpbon correspondence to Carculation Department

imply that unnecessary services are wide- HMOs must set their premzums based on BUslness Insurance, 965 E Jefferson Ave, Detroit, Mich, 48207, orphone
800-992-9970 or 313·446-1611, Fax 313/446-1650 Microfilm copies arespread This is simply false Guaranteed the health care costs of their ent:re enrot- avadable from Unlversity Microillms, 300 Zeeb Road, Ann Arbor, MN:hBusiness Insurance welcomes let-

savings simply means that needed ser- tee population, a practzce known as com- 48013 Microfiche copies available Bell & Howell, Micro Photo Drvision,
ters from its readers Please keep vices will be denied employees Cur- munity rating Therefore, employers and Old Mansfield Road, Wooster, Ohio 44691 Portions of the ed,tonal content
your comments as bnef as possible rently, the major culprits preventing pa- federally qualified HMOs cannot negotz- of this issue are available for reprint or reproduction in other media For

Intonnabon and rates to reproduce in general arculation media, contactWe reserve the right to ed:t letters tients from obtaining such critical ate premiums, but they can negotiate the ART MERTZ The Crajn Syndicate, 740 Rush St, Chicago, 111 60611,
for clanty or space We will not resources are halfway house services, employers share Of the total premium 312-649-5303 For reprints or repnnt permission contact Reprint
publish unsigned letters Send your partial hospitalization, poor benefit de- charged to employees enroUed in the Department. Buslness Insurance. 220 E 42nd St. New York, NY 10017.
comments to Letters to the Editor, 212-210-0229, Fax 212/210-0780

sign and/or arbitrary limits and caps HMO A federally qualified HMO can es-
Business. Insurance, 740 N Rush While some cost savings may be seen tablish a separate, non-qualified benefit TBPA Member of Busness

St . Chicago, Ill, 60611 initially, case management should not be plan, which can use rates negotiated with Publications Audit of Circulation ARP
used as a cost control device Its effec- employers



10 / Business Insurance, June 27, 1988

Rule to expose slow-paying reinsurers
By MEG FLETCHER

NEW YORK-Slow-paying rein-
surers will be more identifiable if

an accounting proposal that re-

ceived preliminary approval from a
panel of the National Assn. of In-
surance Commissioners is adopted
later this year as expected.

The proposal increases the an-
nual statement disclosure require-
ments for property/casualty insur-
ers that cede business to

reinsurers.

The change requires the ceding
company to disclose disputed rein-
surance recoverables in footnotes,
if the amount is "material."

An amount is considered ma-

terial "if the amount or amounts in

dispute exceed 5% of the cedant's
surplus, if one reinsurer, or 10%
if more than one reinsurer," the

proposal states.
The proposal also would require

that ceding insurers disclose the
length of time amounts recoverable
from reinsurers have been out-

standing.
The proposal would amend

Schedule F, Part 1 A, Section 1 of
the annual convention statement,
which lists ceded reinsurance. It

would be amended to include an

"aging" schedule that would cate-
gorize reinsurance recoverables on
paid losses into four categories:
one for recoverables currently due;
one for recoverables overdue 30-90

days; one for recoverables overdue
90-180 days; and one for recover-
ables overdue 180 days.

The determination of when a re-

insurance payment is "due" would
be based on the terms of the con-

tract, said Kenneth W. Smith, who
heads the NAIC's Study Group on
Property and Casualty Reinsur-
ance.

Reinsurance contracts provide
for monthly, quarterly and even
annual reconciliation of accounts,

including payment of earned pre-
miums and losses.

The new disclosure proposal was
developed because some ceding in-
surers have trouble collecting rein-
surance on a timely basis, said Mr.
Smith, who is deputy director for
the Illinois Insurance Depart-
ment's property/casualty division.

"It is going to highlight those as-
suming companies that delay in
making payments," said Vincent
Laurenzano, assistant chief of the

New York Insurance Department's
property companies bureau.

That will make regulators and
buyers more aware of slow-paying
reinsurers and "should encourage
more timely payment of reinsur-
ance balances," Mr. Laurenzano
said.

In addition, the proposal recom-
mends that the accounting man-
ual should include a provision
denying a ceding company credit
for reinsurance recoverable in dis-

pute with an affiliate.
The study group's proposals

were adopted by the NAIC's Ac-
counting Practices and Procedures
Task Force. They will be presented
to the Blanks Task Force for final

action in October. If the task force

adopts them, as expected, the mea-
sures would go into effect for 1989
annual statements that insurers

file in March 1990.

Edmond F. Rondepierre, senior
vp and general counsel of General
Reinsurance Corp., said he "very
much" supports the proposals that
will make information about slow

paying reinsurers available to reg-
ulators and consumers. "It would

give them a reference list for who
pays on time and who doesn't," he
said.

Gen Re's policy is to pay claims
within 10 days, he said.

This proposal expands the new
disclosure categories added to the
1987 annual statement blanks.

Those disclosure categories require

The new disclosure proposal 'is going to

highlight those assuming companies that delay in

making payments,' says Vincent Laurenzano,
assistant chief of the New York Insurance

Department's property companies bureau.

ceding companies to footnote rein-
surance recoverables if the rein-

surer: is in conservation, rehabili-

tation or liquidation; is in
arbitration or litigation with the
ceding insurer; or if the reinsur-
ance recoverable is more than 90

days overdue under the terms of
the reinsurance contract.

In addition, the study group de-
ferred action on proposals that
would require ceding insurers to

write off overdue reinsurance re-

coverables, Mr. Smith said.

One proposal recommends an in-
creasing percentage write-off,
whereby the longer the reinsurance
is delinquent, the greater the per-
centage of write-off.

The write-off could be against
operating income or directly

against capital and surplus.
California regulators also are

considering a proposal to reduce

reported policyholder surplus by
overdue reinsurance recoverables

(see story, page 12).

The NAIC study group plans to
submit a proposal on this issue to

the Blanks Committee by July 1,
which is the cut-off date for items

that will be considered at the Octo-

ber meeting.
Commissioners at the summer

meeting held June 12-17 in New
York also examined proposals in-
cluding:

Data reporting

The NAIC adopted a model regu-
lation governing how licensed
property/casualty insurance com-

panies should report specific fi-
nancial and statistical information

to state insurance departments.
The goal of the model js to stan-

dardize the information provided

by insurers as well as the way in
which it is reported.

However, "this regulation shall
not be interpreted to limit the
powers granted the commissioner

by any laws or part of laws of this
state," the model says.

Each property/casualty insurer

is required to provide insurance
departments with an annual state-

ment, expense information and
other supplemental information.
The amount of supplemental infor-
mation required has increased re-
cently, especially in states that

wedded new insurer data reporting
requirements to tort reform.

The model gives commissioners
authority to engage qualified data

collection services to compile and
analyze information collected from
insurers, including information

Continued on ne:rt page

Imagine if allyour companyk underwriters
were as smart as yolir smartest underwriter.

All your policies would be written with consistency.
All your risk decisions would be less risky
All your people would eventually be more productive.
All of which can lead to higher profitability.
Thanks to IBM's Expert System Environment software you can do quite a bit more

than just imagine it. You can do it.
The knowledge, experience and expertise of your senior underwriters can be made

easily available to every underwriter in your office through a computer.
So, every underwriter in the office can approach a risk decision using the same

reasoning process an expert would.
They can ask the very same questions, gather and consider the same information,
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Continued from previous page
about the insurer's lines and

classes of insurance, premiums and
losses.

The model act also calls for in-

surers to report loss ratio, clainns
cost and claims severity data for
use in "fast track" data reports
and for the information to be sub-

mitted to statistical agents within
45-75 days of the end the calendar
quarter, depending upon the line of
insurance.

In addition, the model calls for
"accelerated" data reports, to be
submitted within 60 days of the
close of each quarter.

Some commissioners have said

that these reports are essential to
regulating insurance companies,
especially during'hard markets.

The model also establishes a re-

porting schedule for general liabil-
ity insurers that varies according
to an insurer's market share.

The model also alerts commis-
sioners about the need to consider

the confidentiality of the informa-

To protect buyers of claims-made professional
liability insurance policies, the NAIC 'strongly'

urges each state jurisdiction to adopt guidelines
that would 'provide for greater predictability and

affordability' in tail coverage pricing.

tion collected.

"Each state must determine

what arrangements will be neces-
sary to handle requests for data by
outside parties in view of its stat-
utes regarding the release of public
information," it says.

"Depending on a state's public
records law and the nature of the

data collected under the agree-
ment, it may be difficult to keep
certain company-specific data
confidential," according to the
model. If that is the case, a state
may wish to amend its statutes to
ensure confidentiality.

Insurers have supported unifor-

mity in data collection to reduce
compliance cost and time.

In related action, the NAIC:
0 Approved a resolution urging

all states to require insurers to file
currently required statistical in-
formation for 1988 on computer
diskettes. That type of compu-
terized filing had been done only in
six states where the NAIC's new

computer system was being tested.
• Approved some minor changes

to the NAIC Examiners Handbook

to help clarify certified public ac-
countants' reports of insurers' loss
reserves. However, Joseph Wald-
baum, an accountant in North Hol-

Duacnesaa 1766UTanCe, JUne Z 4,1366 / 11

lywood, Calif., who raised the issue
of "phantom" CPA reports, said he
was "completely disappointed" by
the NAIC's action.

Tail coverage
Buyers of claims-made profes-

sional liability insurance policies
should be protected by minimum
pricing guidelines on tail coverage,
according to a resolution adopted
by the NAIC.

The NAIC -strongly" urges each
state jurisdiction to adopt two
guidelines to "provide for greater
predictability and affordability" in
the pricing of tail coverages:

• The premium for the extended
reporting period shall be quoted at
the inception of the coverage and
each renewal thereafter.

• The premium quote for the ex-
tended period may not be altered
during the policy period except
when the policyholder requests
changes in coverage or limits.

The NAIC adopted the resolution
to protect "a sizable variety of

cross-reference the same facts, and before they draw their own conclusions, find out
what an expert would have done in the same situation.

What's more, IBM's Expert System software is open to new ideas. If your experts
think up some brilliant new thoughts, it's easy to incorporate them into the prognm.

Not only does this way of working promote better decision making, it helps instill
something very important: confidence. Underwriters can learn how to look at risk the
right way, right from the start. They can handle tougher assignments much sooner. And,
in turn, their managens can spend more time managing.

If you would like to start sharing the wisdom already in your company, call
1-800-IBM-2468, ext. 22, to annnge for an IBM marketing representative to contact
you or for literature. Put the genius of IBM's Expert System software to work for you.

The Bigger Picture

professional consumers" in light of
"ever increasing" premiums foI

coverage. The NAIC believes the
problem may cause some profes-
sionals to cease providing services
due to the unaffordability of in-
surance.

able to adopt the resolution as ad-
ministrative policy without legis-
lative approval, regulators say.

Insurers typically oppose this
type of measure because it does not
allow them to pass on cost in-
creases to policyholders.

Survey results

The NAIC reported 68 represen-
tatives of insurers, trade groups,
government leaders, consumer
groups and the media responded to
an NAIC survey conducted over the
past six months on state insurance
regulation (BI, Feb. 8).

The 68 confidential respondents
urged:

0 A strengthened NAIC central
office.

• A greater emphasis on secur-
ing legislative adoption of NAIC
model laws.

• Expansion of technical devel-
opment programs for commission-
ers and staff.

• A tighter focus for NAIC
meetings.

• More uniform rating laws.
They also criticized relations be-

tween regulators and the insurance
industry as adversarial and said
regulators are not sufficiently re-
ceptive to critical needs of the in-
surance industry.

"Many of the concerns expressed
about the regulatory system are
valid," said NAIC President John
Washburn, who is director of the
Illinois Insurance Department.
"Many of the responses identified
problems for which we are already
studying or are developing solu-
tions."

These include enhancing the
NAIC central office's ability to
gather and analyze data through a
new computer system, adding staff
to assist with financial analysis
and evaluating market trends and
conducting special commissioner
and staff training programs.

Copies of the survey report are
available from the NAIC office in

120 W. 12th St., Suite 1100, Kansas
City, Mo. 64105; 816-842-3600.

Trust agreement
Regulators and bank officials are

continuing to discuss one major
issue blocking consensus on the
standard form trust agreement,
NAIC regulators were told.

The standard agreement exists
between non-admitted alien insur-

ers and the banks in which they
have deposited at least $1.5 million
in a trust account, which insurance
regulators require before alien in-
surers can write business in the

United States.

At issue is whether bank trustees

or state insurance regulators
should have first claim on the

money in the trust account if the
insurer does not fulfill its obliga-
tions, said John Mulhern, an attor-
ney with LeBoeuf, Lamb, Leiby &
MacRae who is helping the Surplus
Lines Task Force Advisory Com-
mittee draft the measure.

A compromise under review
would give insurance regulators
priority to the first $1.5 million,
while the bank trustee would have

access to larger sums, he said.

Exposure drafts
Various NAIC subgroups have

released for comment exposure
drafts on the following:

• Notice and consent forms for
AIDS virus testing.

0 Actuarial guidelines on struc-
tured settlements and substandard
annuities.

• The expansion of the NAIC's
model immunity act, which gen-
erally excludes regulators and in-
vestigators from civil liability. •
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California may limit credit
for ove rdue recove rables

By KATHRYN J. McINTYRE

NEW YORK-The California In-

surance Department's staff is rec-
ommending the state strengthen
regulations governing reinsurance
transactions, including a rule that
would encourage more prompt
payment of reinsurance claims.

Among the recommendations
made by the department staff to
Insurance Commissioner Roxani

Gillespie is to require ceding in-
surers to write off all reinsurance

recoverables not paid within 150
days of when the ceding company
paid the underlying claim.

This requirement goes much fur-
ther than new disclosure proposals
regarding reinsurance recoverables
pending before the National Assn.

choose emp16ye
psychiatric *
beneffith ? IE

Mental health benefits are too important to
leave to chance. And too complex to buy hit
or miss.
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facts to help you buy the right services.
Efficient, quality services.
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your employees and their families. It's called
Ensuring Good Psychiatric Benejits.

Experts specifically look at the emerging
issues of case management and managed
care. With detailed check lists for reviewing
psychiatric case management services, an
exploration of the components of quality
care, and updates on recent benefit trends,
this is a book you'll want to request today.

National Association of

Private Psychiatric Hospitals

7 ir 3 17
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of Insurance Commissioners (see
story, page 10).

Norris Clark, chief of the finan-

cial analysis division of the Cali-
fornia Insurance Department, dis-
cussed the department's staff
proposals during an American Bar

Assn.-sponsored National Institute
on International Reinsurance Col-

lections and Insolvency held June
11-12 in New York.

Permitting ceding companies to
take credit on their annual state-

ments for reinsurance recoverables

unpaid long after the underlying
claim has been paid allows "sur-
plus to be overstated," Mr. Clark
explained.

Unlike the disclosure proposals
before the NAIC, which would con-

sider reinsurance paynnents due
according to the terms of the con-
tract, the California proposal
would consider amounts overdue

based on when the ceding company
paid the claim.

Mr. Clark explained that some
reinsurance contracts give the
reinsurer up to 120 days after a
pre-determined settlement date to
pay reinsurance claims and the set-
tlement date might be Dec. 31 on a
contract that began Jan. 1.

With that long a lag time to pay
claims, "is the reinsurer still going
to be around?" he asked.

The 150-day limit anticipates
quarterly settlement of accounts
with a 30-day period to pay claims,
he said.

In addition, unlike the NAIC dis-
closure proposal under considera-
tion, the California staff proposals
would not exempt amounts in dis-
pute, arbitration or litigation from
the write-off requirement, Mr.
Clark said.

"Why exempt amounts in dis-
pute, arbitration or litigation?"
Mr. Clark asked. "From the de-

partment's perspective, how long
do you have to give before they
pay?"

The write-off could be reported
against operating income or as a
penalty against surplus, such as for
unauthorized reinsurance.

If the California staff proposal
were enforced, it could force insur-
ers authorized in California to

write off $4 billion out of aggre-
gate surplus of about $100 billion,
Mr. Clark estimated.

The aggregate surplus of insurers
authorized in California is about

95% of the aggregate surplus of all
U.S. insurers, he noted.

Responding to the suggestion
that such write-offs would reduce

the insurance industry's capacity
and, therefore, its ability to under-
write insurance, Mr. Clark said:

"From a regulator's standpoint,
that's illusionary capacity."

He also noted later that the esti-

mated impact on surplus is only 4%
of surplus.

A ceding company that withheld
funds from the reinsurer or held a
letter of credit for the reinsurance

recoverables overdue by more than
150 days would not be required to
write off the overdue amounts, Mr.
Clark said later.

The staff also has recommended

that the department license and
regulate reinsurance interme-
diaries and managing general
agents.

Commissioner Gillespie is ex-
pected to respond to the staff
proposals by the end of the sum-
mer.

If she agrees with the staff rec-
ommendations, it might be neces-
sary for the department to seek
new rule-making authority to im-
plement these requirements, Mr.
Clark said.

A state's rules supersede the
NAIC's rules governing the annual
statement, which otherwise are ef-
fective in every state. I
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Global market tests regulators' mettle
By MEG FLETCHER

NEW YORK-While the grcwth
of a worldwide financial serkes

market creates new opportun.ties
for cmsumers, it also creates new
challenges for insurance reg.ila-
tors, experts say.

A panel discussed the mergirg of

insurance, banking and investment
services during the third annual
International Conference of Insur-

ance Regulatory Officials, spen-

sored by :he National Assn. of In-
surance Commissioners as part of
the NAIC's summer meeting June
12-17 in New York.

Panelists told U.S. regulators
and 22 foreign officials that the
worldwide market for financial

services is changing because of:
• Globalization of financial ser-

vices.

• Breakdowns in barriers be-

tween di fferent types of financial
institutions.

1987 Results

jTo P; tect Policyhokle

• Modification or elimination of

regulations, which often follow in-
creased competition between [i-
nancial servize companies.

"The wcrld is becoming a single
marketplace," said James W.
McLan€. I resident and chief exec-

utive officer if Citicorp Insurance
Group Inc., a New York-based SLb-
sidiary if Citicorp.

"Intense' globalization has oc-
curred in many financial services
because of mev.· communications

RLI Even Stro

technology, sa_d James H. Mac-
Naughton, managing director of
Salomon Brotners Inc. in New

York.

Sime countries, like those in Eu-

rope, are positioning themselves
well, Mr. McLane said.

"For example, the European Ec-
on rnic Cimmunity has a target of
removing all barriers to the free
flcw of financial services in its

member ecun:ries by 1992," said
Meredith M. Fernstrom, senior vp-

a
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public responsibility with Ameri-
can Express Co. (BI, May 16).

However, some have argued that
the United States is not as well-

prepared, Mr. McLane said.
And, the U.S. insurance industry

has been more cautious about ex-

panding beyond its borders, added
Mr. MacNaughton.

That is due, in part, to "an in-
ventive array of protectionist de-
vices (by dozens of countries) den-
ying the U.S. and other foreign
insurers a level playing field in the
world insurance market," said

Henry G. Parker III, senior vp and
managing director of Warren, N.J.-
based Chubb & Son Inc.

As a result, although the United
States is the world's largest insur-
ance market, only 1% of all U.S.
insurance companies have overseas
underwriting and servicing capa-
bilities, Mr. Parker said.

"The ultimate loser is the insur-

ance buyer," he said. "He is denied
freedom of choice; he cannot select
the covers he wants and receive re-

liable service he desires at a price
he can afford to pay."

The globalization and blending
of financial services offer new op-
portunities for clients who want to
buy from one single source, Mr.
McLane said. And, institutions of-
fering multiproduct lines, like in-
surance as well as banking ser-
vices, can be more secure.

However, not all segments of the
marketplace applaud this trend.

U.S. consumer leaders have op-
posed the U.S. banking industry's
efforts to obtain authority to sell
insurance. The consumer spokes-
men see the need "for adequate
safeguards to protect the consumer
from 'tie-ins,' for example, selling
insurance as a condition of obtain-

ing a loan," Ms. Fernstrom said.
The greatest threat to innova-

tion in financial services lies in

keeping regulation of those ser-
vices rigidly segmented, Mr.
McLane said. He urged regulators
to:

• Study market trends so they
can measure the direction, depth
and consequences of the changes.

• Dismantle artificial barriers

between products.
• Support the functional regula-

tion of financial services by an ap-

propriate general regulator.
• Expand the work of the inter-

national conference of regulators
to define policies.

In addition, Chubb's Mr. Parker
called for development of an inter-

national set of rules liberalizing
insurance trade. He also called

"for the NAIC to build a bridge be-
tween the state regulatory system
and the federal trade negotiating
system." That is necessary because

the U.S. itself cannot guarantee
that states will comply with an in-
ternational agreement through the
federal government, he said.

New York Insurance Superinten-
dent James Corcoran said in a sep-
arate address at the conference:

"Regulators are now working with
the industry as well as state and
federal legislators to expand and
facilitate the free flow of insurance

capacity globally. Such collabora-
tion is in everyone's best interest as

long as it's done responsibly."
Ms. Fernstrom urged members of

the financial service industry and
regulators to remember individual
consumers as these trends develop.
She recommended the industry
continue to design new products
and services, provide adequate in-
formation to consumers and work

closely with consumer leaders and
public policy makers to ensure fair
and efficient regulation.

The panel was moderated by
Lyndon L. Olson Jr., former chair-
man of the Texas State Board of

Insurance, who resigned last year.

He is now president of National
Group Cos. in Waco, Texas. I





18 / Business Insurance, June 27, 1988

Johnson Wax names Hodnik risk manager
James S. Hodnik, 44, has been

named director of corporate risk
ness administration degree in fi- 43, has been named manager ofComings & goings: buyers nance from Baylor University in safety for the company's natural gas

management at S C Johnson & Waco, Texas and refining divisions He replaces
Son Inc in Racine, Wis In this po- *** Frank Hiett, who retired, and re-
sition, he oversees the worldwide men- from Michigan State Univer- Martin J. Eichler, 27, has been Frank Aaron, 45, has been ports to Mr Spangler Mr Camp-
risk management program for John- sity n East Lansing named corporate ber_eits adminis- named manager of business rtsk in- bell, who joined Valero in 1977,
son Wax, includ- Al*o at Ryder Lucille D. John- trator for Tracor Inc 18 Austin, surance at Valero Energy Corp m most recently served as technical
ing property/ca- son, 38, has been named workers Texas In this newly created posi- San Antonio, Texas In this newly trainer He received a bachelor of
sualty coverages, ,9 = --
self-insurance -

surance company

and captive in- sitio-, Ms Johnson lS responsible pliance with federal ar 1 state legal ance for the natural gas concern He Johnson City and holds the Certified

compensation systems coordinator tion, he reviews and analyzes Tra- created position, he will oversee science degree in eduzation from
in Miami In this newly created po- cor's b.nefit plans, assunng com- property/casualty andmarine insur- East Tennessee State University in

for the flow of workers compensa- requirements Mr Eich_er reports to reports to Gary W Spangler, direc- Occupational Hea_th & Safety Tech-
operations He tion :laims information, function- J Dav d Baird, vp-financial ser- tor of risk management Mr Aaron nologist designation
replaces David ing as a coordinator among Ryder's v_ces Prior to ]01.ing Tracor- joined Valero in 19 31 as a claims
H. Ellis, who
left the company

i data processing department, risk which produces technological prod- analyst and has served as risk man- We'd like to report on sta# changes
management department, field op- ucts ard services ind_ding sonar, agement coordinator since 1985 He in your company's rzsk manage-

Mr Hodnik re- erat.ons and data processing ven- wilitary telecommu,reations and received a bachelor of science de- ment, safety and employee benefits
ports to John L Mr. Hodnik dor Ms Johnson also reports to electromechanical components-Mr gree from Oklahoma State Univer- departments Just drop a note to
Clark, vp and Susn L Drake Prior to Joining Etchler served as credit analyst for Sity in Stillwater and holds the As- Paul WinstOn, Copy Editor, Busl-
corporate treasurei Mr Hodnik Ryder, Ms Johnson was self-em- F rst Republic Bank in Austin He sociate in Risk Management and ness Insurance, 740 N Rush St,
joined Johnson Wax in 1984 and has ploy ed, operating a word pro- holds a bachelor of business admm- Chartered Property & Casualty Un- Chicago, Ill 60€11-2590, or call
served as corporate insurance man- tess ng service istration degree in accounting and derwriter designations 312-649-5442 Plesse send a photo-

***ager for four years Prior to joining finance, as well as a master of busi- Also at Valero, H.F. Campbell, graph, too
Johnson Wax, he was corporate in-
surance manager at Bucyrus-Erie
Co in South Milwaukee, Wis Mr
Hodnik received a bachelor of sci-

ence degree in business administra-
tion from Southern Illinois Univer- Nobody handles aloss
sity in Carbondale In addition, he is
a member of the Captive Insurance
Companies Assn and is a deputy
member of the Risk & Insurance

-Management Society A#*gal--.-
***

'fWayne C. Pachol, 33, has been ,
'rx

named corporate insurance and risk
f

4 6-
manager at McCormick & Co Inc in 4 *

Hunt Valley, Md In this position, he 'M'

.

oversees general liability and prop- A:

f i .th. er./
erty insurance He replaces Dan ..4 -

14'4KHanifen, who died Mr Pachol re- 1

ports to James A Hooker, vp and
controller .Prior to joining MeCor-

a ,
k

X:

4

mick, which produces seasonings, 9S
flavorings and speciality foods, Mr

*4*Pachol was assistant risk manager .

1

for DynCorp in MeLean, Va Mr
-.%Pachol holds a bachelor of science

* t

degree in accounting from Waynes-
burg College in Waynesburg, Pa,
and he 15 a deputy member of the
Risk & Insurance Management So- 4 4 -,1 .

ciety In addition, Mr Pachol iust
completed the final examination .

leading to the Chartered Property & ,

Casualty Underwriter designation , V i k 94.
***

Bryce E. Farmer, 36, has been %444 y.

I

i
A

named vp-human resources at 14,

Ranger Insurance Co in Houston %
.i

In this position, he oversees em-
ployee benefits, salary administra-
tion and other personnel activities

$

for the property/ 'E

1 casualty insurer

r
,=<m , He replaces Joan 1r••-,+ Taylor, who left ' I. '4

lkIRanger Mr ->
I 4

t

. 1 Farmer reports., '€,r

:.' 23 = to President Ri- . tl r

49

  chard F Harris
./ r·K 'r · 6

Prior to joining
- Ranger Insur- 4 4

ance, Mr Farmer

A

4 4

Mr. Farmer had been senior *A.

V

vp and manager
5

of human resources for Western -3- 4

Bancorporation in Houston He S

holds a bachelor's degree from Dal-
las Baptist College In addition, Mr /7 f. f

Farmer is a member of the Amen-

can Compensation Assn, the Hous-
ton Personnel Assn and serves on

the personnel committee of the d
Assn of Fire & Casualty Com-
panies r

**

Douglas R. Schedeler, 38, has *i , .E
been named manager of the r

fc i
Brighton, Mich, workers compen-
sation claims office of Ryder Sys-
tem Inc of Miami In this position,
he oversees claims administration

for 10 states He replaces Mark When you're a claim representative, well in his weekend Job-coaching
Hanner, who left the company Mr you handle losses every day And the Corpus Christi Cougars (last
Schedeler reports to Susan L nobody does that with more year's record 4-7)
Drake, senior manager-workers concern than Kempefs Ike Bobb
compensation Prior to Joining Ike's special compassion for people
Ryder, Mr Schedeler was corporate When ke handles a claim he is the reason many of our customers
workers compensation supervisor providesguidance Alisteningear ask for hirn by name Ifs Eyoical of
for Tecumseh Products Co in Te-

And sometimes even a shoulder to the understandingot ourcus-cumseh, Mich Mr Schedeler holds a
bachelor of science degree m labor cry on All qualities that se've Ike tomers' needs shown evewday by
relations and personnel manage-



Court rejects Dona Paz class action
MANILA, Philippines-More

than 3,000 survivors of victims of
the Dona Paz shipwreck cannot
file a $60 million class-action suit
against the owner of the vessel, the
Philippine Supreme Court has
ruled.

However, the ruling does not
stop plaintiffs from filing individ-
ual suits.

Relatives of the victims of the

world's worst maritime shipping
disaster had asked the court to
allow them to form a class action

against Sulpicio Lines, the owner
of the ferry that sank Dec. 20, kill-
ing an estimated 3,500 people (B4
Jan. 18). They also asked the court
to waive the cost of filing the suit
-about $303,000-because they
said they were too poor to pay the
fee.

However, the Supreme Court late

Worldwide

last month ruled that although the
cIaimants can file separate law-
suits against Sulpicio, the claim-
ants cannot file a class-action suit.

The court also ruled tha: there was
insufficient financial evidenoe to

support the plaintiffs' allegation
that they are too poor 50 pay the
filing fee.

The court said in an eight-page
opinion: "Sympathy and commis-
eration, however well-deserved,
are not considerations that would

justifiably argue for bending or
dispens:ng with the observance of
th€ rules which prescrit)e how such
vindication may be obtained in the
coLrts of law."

Attorneys for the relatives of the

better than Ike Bobb.

the 7,600 people who make up the
Kemper National Property and
Casualty Insurance Companies.

We serve more than one million pol-
icyholders and have an exceptional
premium to surplus ratio of 1.2 to l.
But our greatest strength remains
our employees' desire to help.

victims of the Dona Paz were una-
vailable for comment.

Meanwhile, Rosario Macasigan,
director for the clainns division of

the Philippines' Department of So-
cial Welfare and Development,
said that the cla=ms filed on behalf

of 1,350 victims have been settled
with Sulpicio.

Ms. Macasigan, whose depart-
ment is coordinating the relief ef-
forts for the relatives of the vic-

tims, said that someof the relatives
had settled for less than the

30,000-peso ($1,428) gdvernment-
mandaled settlement per victim
because some claimants were un-

able to prove their relatives were
on board the Dona Paz.

Sen. Alberto Romulo, chairman
of the Filipino Senate Committee
on Social Justice, warned Sulpicio
Lines in a letter that non-compli-
ance with the $1 438 minimum set-
clement set by the government
shortly afer the disaster would re-
sult in fur.her law:uks.

A Coast Guard board of inquiry
has determined that the Dona Paz

was grossly overloaded with
Christmas holiday travelers when
it sank afzer colliding with a do-
mestic oil lanker. A skip's manifest
listed 1,593 people aboard, but of-
ficials say there were about 3,500
people aboard. Only 26 passengers
survived the disaster.

Sulpicio has only 31.86 million
pesos ($1 54 million) of liability in-
surance to respond to Dona Paz
claims.

-By Kathleen Barnes
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Insurer takeover

BRUSSELS, Belgium-A five-
month unfriendly battle for control
of Belgium's third-largest insurer,

gium's largest insurer, Groupe
A.G., has come to an end.

The two companies last month
agreed to a plan whereby Groupe
A.G. and French "white knight"
Assurances Generales de France

will control 51% of the shares 01

Assubel through a joint holding
company.

The remaining shares will be
held by independent companies
and Assubel affiliates.

The parties to the new agreement
said they will continue to treat
each other as competitors and that
their agreement will not affect
their operations.

-By Denise Claveloux

Saudi market

RIYADH, Saudi Arabia-Insur-
ers in Saudi Arabia say insurance
regulations must be drafted to
allow the Saudi insurance market

to grow responsibly.
Until a serious initiative is taken

by the government to hire an insur-
ance commissioner and impose
regulations on the industry, Saudi
insurers say that the present cha-
otic state of affairs in the country
will continue indefinitely.

Although a draft law regulating
underwriting agents has been in-
troduced, there is no pending legis-
lation to register insurance com-
panies. And, it is unlikely that

insurance regulations will be con-
sidered in the near future.

Religious authorities object to
officially recognizing insurance
companies by law because the
Saudi legal system is based on Is-

lamic law, which does not recog-
nize insurance, Saudi insurance

observers say.
However, they contend the coun-

try needs a law to legitimize the
market and to get rid of "cowboy"
insurance operators, who have es-
tablished questionable operations
in the country.

At the moment, the Saudi gov-
ernment is reviewing the latest
draft of a law for the estimated 200

Saudi underwriting agents that
write an estimated $400 million in
annual premium volume. Under
the proposed legislation, each
agent must have:

• A claims guarantee of at least
3 million rials ($801,000) from a
Saudi bank deposited at the Min-

istry of Commerce.
• Minimum paid-up capital 01

10 million rials ($2.67 million)

• An obligation by the insurer to
pay all claims underwritten by the
agent.

However, this legislation will not
regulate insurance companies,
Saudi sources point out.

And, one Saudi insurer said "the

minimum bank guarantee of 3 mil-
lion Saudi rials will not stop the
cowboys because anyone can af-
ford that kind of money. You must

at least make sure that people (the
agents) have 10 to 15 million Saudi
rials of assets in the company."

Regulatory relief could come

from the Gulf Cooperation Coun-
cil, which is made up of six Persian
Gulf countries including Saudi
Arabia.

At a GCC meeting in Abu Dahbj
last December, members discussed

the possibility of establishing a
GCC reinsurance company and un-
ifying insurance regulations
throughout member countries.

"It will take two or three years to
discuss this," said a Saudi insurer

who attended the meeting, adding:
"One day we will have a law simi-
lar to those in the United Arab

Emirates or Bahrain."

-By Maria Kielma
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It's a fact.

Any insurance company can write a cheaper workers compensation policy today The question is:
What will it cost you down the road?

At Liberty Mutual we believe in a philosophy of doing business that more than 100,000
American businesses believe in.

Put simply-all of our services are designed tohelp you reduce the "final cost" of your insurance.
We believe that working together we can create a safer working environment that will help

prevent accidents before they happen, resulting in a lower "final cost!'
We believe that our expertise in controlling disability costs and our ability to put people back to

work results in a lower "final cost!'

We believe that building long- term relationships resultinalower"final cost!' In good times.And bad. *
We believe that dealing without brokers or middlemen results in a lower "final cost'.' All our

people's energies are working for you.
We believe that putting a team of our people where you are gives us a unique service capability

that results in a lower "final cost:'

We have a philosophy that works. A philosophy that has not only made us the leader in 01
Workers Compensation for the pastAMERICA BELIEVES IN
51 years, but also one of the leaders LIBERTY 

LIBERTY MUTUAL INSURANCE. in Liabilityand Property insurance. MUTUAL®949
© Liberty Mutual Insurance Group/Boston
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Outs arting bblliance
Sharp underwriter sticks to pricing principles despite cycle

By Howard C. Alper

T DOESN'T MAKE MUCH sense to assume acommercial risk for $100,000 one year and for
$30,000 another year, particularly when the risk is
larger and the liability climate worse in the latter
year. Yet that is exactly what has happened-again
and again-in the soft commercial
property/casaulty insurance market of the early
1980s, and it is where we're heading now unless we
instill some sanity into our business. If we don't, the
government will.

Yes, I'll concede there are market forces and the
hard/soft market cycles appear to be inevitable, but
insurers certainly should be able to moderate the
"swings" and not massacre themselves. Let's not
forget Mission Insurance Co., Ideal Mutual
Insurance Co. and others.

The cycle is peculiar to commercial lines. Personal
lines has no such phenomenon because personal
lines insurers make decisions based on books of

business, not on individual account transactions.
The regulators check personal lines closely to make
sure they are conforming to their filings, which
don't have 40%-50% judgment factors.

There are few "new" accounts born to appease
property/casualty insurers' insatiable appetite for
volume in the soft market, nor do accounts

evaporate when insurers abandon them in the hard
market, except for those attractive risks that find or
develop alternatives to commercial insurance. By
and large, the same risks are churned between
insurers, at a very expensive processing and
re-underwriting cost.

In reality, many insurers have great difficulty
pricing their business; losses are difficult to project
and rate adequacy is elusive. But these problems are
the essence of the insurance industry's existence.
The biggest detractor to stability of operations and
sound underwriting seems to be property/casualty
insurers' accounting system. Let's illustrate by
spinning a fairy tale:

There was a time--although I can't remember
it-when rates were steady and good underwriting
profit-let alone investment profit-was produced.

One underwriter-let's call him Brilliant

Underwriter, or BU for short-conceived the
brilliant idea that if he cut rates in half, he'd attract

more business, have better selection, spread fixed
costs and make more money. Writing $12 million in
premium a year, or $1 million per month, BU
doubled his monthly volume to $2 million, albeit at
50% rates, by assuming four times as much risk. At

the end of that month BU still showed a profit. So
he decided to do it again (see Chart 1).

The next month, BU wrote $3
million of volume at 33% rates and

still showed a profit. So BU continued
at the 33% rates. He figured he didn't
have to cut rates any more, and he
wouldn't unless his competitors
decided to play the same game. And, of course, they
will!

It wasn't until four months later that BU found he

was losing money (see Chart 2). His loss ratio was
so bad he doubled the rates. After a month, BU's

results weren't much better, so he doubled them

again.

Looking at Chart 1, it looks like BU increased
annual underwriting profit to $1.63 million from
$1.2 million. Very commendable, except for three
flaws:

4 BU's operating figures include many months of

higher-priced business, thereby continuing to flow
previously developed profit through to the last 12
months' results.

/ BU assumed claims would continue at 60%, the
same as his seasoned book of business. Of course,

they won't because he is underwriting more units at

Speaking
Out

Before brilliant idea

1 month later

BBI (11 months)

First Bl month

Last 12 months

1 month later

BBI (10 months)
First Bl month

Second Bl month

Last 12 months

Six months BBI

First Bl month

Second Bl month

Next four Bl months

Last 12 months

'The emerging truth

Volume

$12,000

11,000

2,000

$13,000

$10,000

2,000

3,000

$15,000

Volume

$6,000

2,000

3,000

12,000

23,000

Volume

Last 12 months BBI $12,000

11 months BBI repriced 5,500

First Bl month* 2,000

Last 12 months $7,500

*Same assumptions BU made before

Charts: Amy Palmer

Claims

$7,200

6,600

1,200

$7,800

$6,000

1,200

1,800

$9,000

Claims

$3,600

1,500

3,750

12,000

$20,850

Claims

$7,200

6,600

1,200

$7,800

(60%)

(75%)*

(125%)*

(100%)*

(90.6%)

(%)

(60%)

(60%)

(60%)

(60%)

(60%)

(60%)

(60%)

(60%)

(%)

lower premiums. But it takes time for the pigeon to
come home to roost.

10' BU thought he'd be a better underwriter than
most. There are few "better" underwriters and,

during volume-building periods, underwriting
procedures are de-emphasized.

Finally realizing where he was, BU doubled the
33% rates to 66% and, after a month, doubled them

again to 133%. Now, he'll make some real
money (given enough time). And that
established the next cycle!

While this fairy tale is obviously
exaggerated, it illustrates precisely what

- occurs in real life, albeit at a slower pace.
The flaw in property/casualty insurers'

accounting system is the use of the last 12
months'-or some other period's-operating results
to measure current profitability. The last 12 months'
results have no bearing to projected future results if
there have been price changes in the period.I

Insurers shouldn't keep score as they would for
their stockholders. Insurers should use industry
operating data-not financial reporting records-to
provide themselves with the information to make
sound business judgments. A score card based on
past activities and rates is no projection of future
results. With price changes-and what 12-month
period does not have price changes-insurers need
to develop a method to revalue their on-the-books
business before they can intelligently project
results.

Let's say that the rates Before Brilliant Idea (BBI)

were 100%. After the first Brilliant Idea (BI) month,

(%)

(60%)

(120%)

(60%)

(104%)

Expenses

$3,600

3,300

560

$3,860

$3,000

560

810

$4,370

Expenses

$1,800

560

810

3,360

6,530

Expenses

$3,600

2,200

560

$2,760

(30%)

(28%)

(29.7%)

(30%)

(28%)

(27%)

(29.1 %)

(30%)

(28%)

(27%)

(28%)

(28.496)

(%)

(30%)

(40%)

(28%)

(36.8%)

Howard C. Alper is president of
Chicago-based AuditRate Inc., an
insurance cost-reduction consulting
firm. Mr. Atper holds the Chartered
Property & Casualty Underwriter
and Associate in Risk Management
designations.

(%)

(30%)

Profits

$1,200

1,100

240

$1,340

$1,000

240

390

$1,630

Profits

$600

-60

-1,560

-3,360

- 4,380

Profits

$1,200

- 3,300

240

- $3,060

(10%)

(12%)

(10.3%)

(1096)

(12%)

(13%)

(10.9%)

(%)

(1096)

(-396)

(-52%)

(-28%)

(-1996)

(%)

(10%)

( - 60%)

(12%)

( - 40.8%)

(10%)

by repricing the existing book at 5096-the new rate
level-the results would look like Chart 3. With

those results, BU wouldn't have gone further; he
probably wouldn't even have started his fiasco. But,
without such a system, we've seen the illogical
price-cutting again and again: For example, the
$100,000 risk written for $30,000 (and sometimes
less).

So how can insurers develop a repricing
mechanism on existing business? The actuaries
should be able to do it. Perhaps it would be
something like this: Establish a parity (100%) price
or rate, and every time a policy is issued enter its
relation to parity. Then, to reprice the book, enter
the new price level-as a percent of parity-push a
button and the book is repriced.

Now insurers can experiment with different
computer rate levels without the agony of real
combat suffered by our BU. It's not that difficult:
Just look at the prior loss experience on account,
project loss costs and divide by whatever factors
they want to achieve parity rates.

Continued on nezt page
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Pools pose challenges for RMIS
/\NE OF THE THEMES I wish to different levels of data confidentiality most useful reports to public entity Claims dollars per 100 man-hours or

continue in this column is an These different needs place an pools, according to Mr Betterley, some other useful member statistic iS

1* iccasional article on how a particular extraordinary burden on system are an example

industry can benefit from risk flexibility and vendor administration /0 Loss report This basic report 7 Ad hoc report Essentially, the ad

management information systems and communication deals with loss experience What hoc report allows the risk manager or

Earlier this year, I focused on the One large pro]ect I worked on information is necessary should be pool manager the flexibility of

banking industry (BI, Feb 15) This involved more than 20 similar agreed upon by the pool members, comparing different groups of data
month, I would like to discuss RMIS companies utilizing one major they need to know what their needs and conclusions For example, it may

for public entity pools time-sharing RMIS vendor Poor are The report should be Issued specify the number of claims that have

I'm basing my observations and planning and miscommunication monthly and sorted by categories, occurred by member, or per location,

comments on an address given by among pool management, individual meeting the members' described needs or by shift or supervisor It also can

«* Richard S Betterley, president of members and the vendor created (1 e , by department, supervisor or provide loss stratification reports by

Betterley Risk Consultants, to significant dissatisfaction and location) size of reserves, by adjuster, by state

attendees of a conference sponsored by frustration with what the system Furthermore, it may be useful to or by any other parameter desired

The Joseph Ivy Co and Advanced Risk provided describe some of this information in Furthermore, such information should

Management Techniques (BI, March Indeed, inaccurate data and poor suitable nomenclature, such as claims be available from one time period

21) planning are the most troublesome cost per employee This is particularly comparing it against similar time
Pools have unique and distinct and commonplace of all RMIS important to the pool management and periods in the past

needs for a well-designed RMIS 4 Analytical report Based on basic

Unfortunately, as with the banking 111 LLI lilli 11 loss data, reports centering on loss
industry, vendors have not yet trends, loss development and even loss

effectively quantified and tapped this forecasting are quite useful, given

burgeoning market However, along statistically significant claims volume

with the captive risk retention group f-». RMIS
market, I believe that the vendors will actuarial input

increasingly fix their attention upon Commentary &,0 Claims management reports Las:
this area

An RMIS designed for pools lS much

Such reports should be designed with

\

F 1- \ but not least, these reports monitor the
effectiveness of the claims

By David A. Tweedy-5 the same as it is for any other -41 organization handling the pool's
claims-oriented client, with one claims Subrogation status, legal costs

exception Instead of one client, there contracted out by the claims

are many within the pool Each administrator, average number of days00000
member of the pool desires its own before the Injured is first contacted by
specific loss information-or the adjuster, adjuster claim turnover *s

underwriting data information-as per month and other useful statistics

well as knowledge of how it compares can be generated and evaluated
»i'

E to the rest of the pool In this regard, a mistakes that users experience the individual member's management To summarize, a risk management

pool poses special challenges to the Software and hardware limitations are as it looks at costs information system for pools must be
RMIS vendor in meeting the varied being overcome due to advances in 7 Reserve analysis report Monthly heavily oriented toward claims*i

T . and diverse needs of some of the pools' technology, but lt basically comes reserve change or loss disposition management It should provide some
membership down to this fact Good data must be reports are extremely helpful in analytical capabilities in doing trend

S Confidentiality of information is collected and input for the RMIS to monitoring claims activity Significant analysis and perhaps some loss
r another challenge One member may provide the answers risk managers are fluctuations in the reserves give a good forecasting, being able to provide data

not desire the others to have specific looking for management control, or monitoring in a format useful to actualles or

information on its particular risk This In past columns, I have stressed the device, on the claims administrator consultants However, it also must
becomes difficult when the risk need for a careful needs-determination The system should be able to generate provide basic raw data on losses,

4 - management information system is assessment (BI, Jan 20, 1986) so that such reports in as much detail as including reserve changes, adluster
being designed, as we will see later you are not surprised by requests for required It also should be capable of performance, underwriting data

Closely related to this first problem new data or new reports that are listing the reason for each reserve reports, litigation management reports

is the common problem of data beyond your current system's change for lustification purposes and other useful management-oriented
collection An RMIS vendor, utilizing capabilities / Litigation analysis report This reports

'4, a time-sharing system that receives According to Mr Betterley, other report provides much more detail than
hundreds of loss reports or bits of data key problems as a result of poor the average loss run generated from David A Tweedy is a senior
from the various members, must planning are inadequate training of the claims module It indicates a

consultant for D A Bettertey Rtsk
properly code and input the data into system users, too much paper output specific breakdown of defense counsel, Consultants Inc in Worcester, Mass
the system in terms of meaningless reports and a costs, lists of experts, plaintiffs He,s the editor of Betterley Risk

In the first place, that data must be poor understanding of the total costs attorneys, defendants, recent offers, Management Commentary and the
correct when received and then involved in administering a ad damnums, state of negotiations, etc author of RMIS Update, a yearly

properly coded and input into the comprehensive RMIS There are many good litigation pubt:cation analyzing

system to generate meaningful Assuming that proper planning of management modules available today   maJor risk
.

aggregate and individual results the system has taken place, all the within the RMIS industry A management
I.* tnformatton systemsHowever, pools have a unique slant needs have been Identified, the budget pool-based RMIS needs to have such

#Zi and vendors Mr
on this problem As mentioned above, has been set and approved and the capability Tweedy's column on
due to the individual member makeup specifications have been designed, 9 Underwriting management - risk management
of the pool, each may want the RMIS what kind of output should the risk report This report will analyze information systems
to generate customized reports on data manager of the pool expect to aid in specific causes of losses and lS tailored appears the third
it wishes to analyze Also, there are the performance of his or her job? The to the needs of an individual pool I Monday of the month

Sound undeiwriting
Continued from previouspage existing accounts? Sure, repricing could be a lot of results They are already writing some business at a

Accurate loss information is essential, but not work, but lt'S a lot better than a price wart Or, loss and don't know it-Or don't want to know it

easy to obtain An insurer's old files-if insurers can develop their own ingenious method to Above all, insurers should forget "market share"
maintained-should give it some input, since the determine when they're really profitable or losing and "cash-flow underwriting " These are terms that
risk probably has been submitted to it previously money belong in the advertising and carnival business
But, how can an insurer overcome the unwillingness Practically all property/casualty insurers showed And, the new tax law makes it even more difficult to
of present insurers-sometimes itself-to provide substantial improvement in 1987 operating results make a profit Who needs a share of an underpriced
current accurate loss information to competing over 1986 results That is only because they book of business? And how will insurance company
insurers? overreacted to the 1979-1984 soft market and chief executives-if they still have their

Insurers are better able to price existing business, pushed prices excessively high to stop their Jobs-explain to the board why they managed the
because they know it So why do they cut near-death bleeding So, they gradually reduce company into such a large operating loss? When are
prices-even below current account levels-to get prices-practically month by month-and take their insurers going to realize what they are doing? Before
new accounts when they don't know them as well as temperature by measuring the last 12 months' or after the government takes control?

2/:
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IOWA COMMUNITIES

ASSURANCE POOL

A LOCAL GOVERNMENT RISK POOL
PROVIDING

RISK MANAGEMENT SERVICES
AND

RISK SHARING FACILITIES

FOR

GOVERNMENTAL SUB-DIVISIONS

IN THE

STATE OF IOWA

ADMINISTERED BY

American Risk Pooling Consultants, Inc.

OHIO TOWNSHIP ASSOCIATION

RISK MANAGEMENT AUTHORITY

A LOCAL GOVERNMENT RISK POOL

PROVIDING

RISK MANAGEMENT SERVICES

AND

RISK SHARING FACILITIES

FOR

TOWNSHIPS

IN THE

STATE OF OHIO

ADMINISTERED BY

American Risk Pooling Consultants, Inc.

WASHINGTON GOVERNMENTAL

ENTITY POOL

A LOCAL GOVERNMENT RISK POOL

PROVIDING

RISK MANAGEMENT SERVICES

AND

RISK SHARING FACILITIES.

FOR

LOCAL GOVERNMENTAL OR PUBLIC AGENCIES

IN THE

STATE OF WASHINGTON

ADMINISTERED BY

American Risk Pooling Consultants, Inc.

AMERICAN PUBLIC ENTITY

EXCESS POOL

A LOCAL GOVERNMENT RISK POOL

PROVIDING

RISK MANAGEMENT SERVICES

AND

RISK SHARING FACILITIES

FOR

LOCAL GOVERNMENT RISK POOLS

ADMINISTERED BY

American Risk Pooling Consultants, Inc.

We are pleased to announce that after

years of research, development and

refinement the ARPOOL methodology

for the management and sharing of
public entity risk is now a reality:

The rapidly growing family of public

entity risk sharing pools administered by

American Risk Pooling Consultants,

Inc. and utilizing the ARPOOL method
is, we believe, the finest possible testa-

ment to the singular superiority of our

product.

While anticipating dramatic growth in
the number of ARPCO administered

public entity pools in 1988, be assured

we are not resting on our laurels. New

products, better delivery systems and

answers to problems soluble only

through the application of the ARPOOL

method are forthcoming.

Inquiries from appropriate parties are

always welcome.

American Risk Pooling Consultants, lIne.
P.O. Box 5088 • Southfield, Michigan 48086

Telephone: (313) 358-4010 • Telefax: (313) 358-2459 • Telex: 23-5635

#

SOUTH DAKOTA

PUBLIC ASSURANCE ALLIANCE

A LOCAL GOVERNMENT RISK POOL
PROVIDING

RISK MANAGEMENT SERVICES
AND

RISK SHARING FACILITIES

FOR

GOVERNMENTAL ENTITIES

IN THE

STATE OF SOUTH DAKOTA

ADMINISTERED BY

American Risk Pooling Consultants, Inc.

PUBLIC ENTITIES POOL OF OHIO

A LOCAL GOVERNMENT RISK POOL

PROVIDING

RISK MANAGEMENT SERVICES

AND

RISK SHARING FACILITIES

FOR

POLITICAL SUB-DIVISIONS

IN THE

STATE OF OHIO

ADMINISTERED BY

American Risk Pooling Consultants,.Inc.

PENNSYLVANIA INTERGOVERNMENTAL

RISK MANAGEMENT ASSOCIATION

A LOCAL GOVERNMENT RISK POOL

PROVIDING
RISK MANAGEMENT SERVICES

AND

RISK SHARING FACILITIES

FOR

GOVERNMENTAL ENTITIES

IN THE

STATE OF PENNSYLVANIA

ADMINISTERED BY

American Risk Pooling Consultants, Inc.

THE STAR POOL

A LOCAL GOVERNMENT RISK POOL

PROVIDING

RISK MANAGEMENT SERVICES

AND

RISK SHARING FACILITIES

FOR

LAW ENFORCEMENT AGENCIES

WHICH ARE MEMBERS OF

THE NATIONAL SHERIFFS' ASSOCIATION

ADMINISTERED BY

American Risk Pooling Consultants, Inc.
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When sales growth and profitability are your to the total market like Business Insurance.
primary goals, effective market penetration That's because almost everyone who's anyone
must be a major factor. And in the in the world of business insurance
multi-faceted world of reads Business Insurance.

commercial insurance,                                                                                                                                                                                                                                                                                         First with the news.
no other medium First in readership.
delivers your Business

And, first among
ad message Insurance advertisers.

For reach, readership, response and results.



Conflicting coverage rulings does not bar coverage • In a subsequent decision, the *th Circuit in The Mary-
In addition, Judge Aguilar refused to allow the insurer to land Casualty Co us Armco ruled that CGL polices insureContmued from page 3 assert a defense based on the pollution exclusion clause The "only payments to third persons where those persons have aChehalis, Wash, who represents Ross ludge said Hartford waived the right to use the pollution legal claim for damages," not government-mandated cleanupEventually the Supreme Court may resolve the Issue, attor- exclusion by wait_ng too long to Inform Intel of the ap- costs (BI, July 27, 1987, July 20, 1987)

neys say plicability of the exclusion and insurers waive all defenses Judge Aguilar said this decision was flawed because theU S District Judge Robert P Aguilar for the Northern not mentioned in their claims deni als to policyholders 4th Circuit drew ltS definition of damages "from a 30-year-District of California said "Costs incurred by an insured ln Addressing the sole exclusion Hartford did mention in its old case in another circuit "
investigating and cleaning up polluticn-in particular, haz- claims denial-tae Jwned properti exclusion-the court said • Most recently, the entire 8th U S Circuit Court of Ap-
ardous waste-that iS damaging public property and posing the pollution is not confined to Intel's own property and peals held that Continental Insurance Co was not obligatedan established threat to public health are covered by the therefore the exclusion does not apply to reimburse the now-defunct Northeastern Pharmaceutical
terms of a comprehensive general liability policy " "By polluting the groundwater, Intel has damaged the & Chemical Co for cleanup costs related to dioxin-conta-

The court's ruling stemmed from litigation between Intel property of all Californians," said Judge Aguilar He noted minated sites in Times Beach, Mo (BI, March 7)
Corp of Santa Clara, Calif,and The Hartford Accident & that Mountain View has one public water supply, within Judge Aguilar rejected the 8th Circuit ruling because it wasIndemnity Co of Hartford, Conn one-half mile of the contaminated area, and additional pub- based on Missouri law

Hartford is requesting a rehearing of the April 26 ruling lie water supply wells are within one mile of the area Meanwhile, U S District Judge Robert J Bryan, m lookingIntel is an international semiconductor manufacturer Similarly, the court ruled that there are significant issues at the same three cases, came to an opposite conclusionDuring the 19705 and 19805, at its Mountain View, Calif, of public policy that warrant consideration in the case Judge Bryan of the U S District Court for the Western
production plant, Intel used cleaning solvents containing "From the federal perspective Mere simply is not enough District of Washington followed the federal precedents andtoxic chemicals

money in the Suierfund and enough horsepower in the EPA ruled on May 27 that insurers do not have an obligation to
"Despite the extremely hazardous nature of these chemi- to clean up first and seek potentially responsible party relm- reimburse policyholders for the costs of government-man-

cals, Intel stored them in an unsecured underground tank," bursement later The EPA and Congress have recognized dated cleanup costs
according to court papers The chemicals have since conta- that even with increased appropr_ations, industry coopera- In applying Washington law, Judge Bryan said the type ofminated the ground and groundwater beneath Intel's plant tion is essential to begin to combat the nation's hazardous relief sought by the government against Ross Electric of Che-

In accordance with the Comprehensive Environmental Re- waste problem," said Judge Aguilar halis, Wash, represents equitable monetary relief-not a
sponse, Compensation & Liability Act of 1980, better known In making his decision, Judge Aguilar specifically relected claim for legal damages-and, therefore, is not insurable
as the Superfund Act, Intel entered into a consent decree the reasoning of three federal courts that have held that gov- The term 'damages' has an accepted technical meaning in
with the Environmental Protection Agency in August 1985 to ernment-mandated cleanup costs are not legal damages in- the law," said Judge Bryan "That is legal damages, not in-
perform a multimillion-dollar cleanup at the site surable under CGL policies cluding equitable relief "

Intel then turned to Hartford for reimbursement of the • The 4th U S. Circuit Court of Appeals ruled on Nov 4, The government lS suing Ross for the cleanup of a TCB-
cleanup costs, which Hartford denied Intel had primary 1986, in Mraz us Canadian Universal Insurance Co Ltd that contaminated site in Coal Creek, Wash, where Ross disman-
third-party liability coverage with Hartford from April 1976 the insurers did not have to reimburse the policyholder for tled transformers Mr McKerricher estimates that it Will Cost
to April 1983 with a $1 million per-occurrence limit costs incurred ir- a government-mandated hazardous waste $5 million to $16 million to clean the site

Relying on California law, Judge Aguilar ruled that the cleanup because response costs constitute "economic loss," From 1972 to 1983, Ross had primary third party liability
term "damages" in the standard CGL policy includes govern- which may be incurred independently of property damage coverage and umbrella coverage with Travelers Insurance Co
ment-mandated cleanup costs (BI, Dec 8, 1986) of Hartford, Conn, with a $500,000 to $1 million per-occur-The judge said that simply because Intel's obligation is in Judge Aguilar said the Mraz decision is flawed because the renee limit

the form of a consent decree rather than a civil judgment court failed to apply the laws of Maryland Ross may appeal the decision

Diamond Shamrock litigation
Contmued from page 3 should bear the burden of proving of $25 million for the year would
Aetna Casualty & Surety Co -its that Diamond Shamrock intended pay the remainder
primary liability insurer for more to contaminate the Newark site Insurers, however, argued that
than three decades-and dozens of But, Judge Stanton wrote, "Ab- claims relating to both the class ANNOUNCING
other excess insurers seeking de- sent a fuller factual record, I am action and the Newark plant con-
claratory ]udgment on insurance not certain that I can find any- tammation represent multiple oc- THE SECOND ANNUAL
coverage for liability arising from thing ambiguous about the word currences calling for application of
its production of the chemical de- 'sudden' in the context of this multiple deductibles
foliant Agent Orange case" Judge Stanton concluded that a William H. Brownyard

The case covers two general Judge Stanton added that he trial will be necessary to determine
areas of damages found a previous New Jersey ruling how many occurrences are in-

• Indemnification for Diamond that the "sudden and accidental" volved in the two situations Award of
Shamrock's $21 6 million share of exception is equivalent to "neither Writing separately about the
the $180 million 1984 class-action expected nor intended" to be "in- Vietnam veterans' class action set-
settlement of claims brought by tellectually disturbing because tlement, Judge Stanton said "Al- Meritorious Service
Vietnam veterans against pro- they simply read the word 'sudden' thotgh I have previously found
ducers of Agent Orange, which out of the relevant policies " that it could not be proven that a RECOGNIZING OUTSTANDING
contains the toxic chemical dioxin The New 3ersey case, Broadwell part-cular soldier was injured by a PERFORMANCE BY A MEMBER OF THE

• Indemnification for cleanup Realty Services Inc us Fidelity & part-cular application of Agent Or- SECURITY GUARD INDUSTRY
costs, bodily in]Ury and property Casualty Co , may be one that ange it does not necessarily fol-
damage claims related to a dioxin- ' needs correcting," the Judge low that all of the Agent Orange
contaminated Newark plant site wrote "If that is SO, I, as a trial product liability claims are a sin- /.5*-1
where Diamond Shamrock manu- judge, cannot correct it, but I think gle indistinguishable mass " 111 can liarlicipatefactured Agent Orange the parties to this present action Meanwhile, Judge Stanton

In ruling on earlier motions, should be afforded an opportunity granted a Diamond Shamrock Between now and September 1, those In
Judge Stanton found that cleanup to create a factual record which summary judgment mition to bar the Security Guard and Insurance Industries,
Costs constitute "damages" under may be used to make an argument insurers from denying coverage of are invited to submit the names of security
Diamond Shamrock's general lia- to the Appellate Division or the New ark plant claims on the guard agency employees who have per-
bility policies (BI, Jan 25) Supreme Court for a change of grounds that the chemical com- formed "above and beyond" the call of duty

However, he later excluded cov- law " pany had not filed timely notice of or who have made critical suggestions to
erage for the Vietnam veterans' Judge Stanton also denied two claims and had made unauthorized promote safety and security
claims under policies incepting Diamond Shamrock motions for settlements He also denied a mo-
after Dec 29, 1980-when the rulings that all claims arising from tion oy insurers for a lary trial, de- A distinguished panel
class-action lawsuit was certified the Newark plant contamination ciding instead that a judge should
-and for the Newark plant claims represent a single occurrence hearthe case .

Distinguished executives and journalists

from the security and insurance industriesunder policies incepting after June under policies issued between 1951
4, 1983-when New Jersey Gov and 1983 and that Vietnam veter- will review these submissions and select a

BdoeaNneslrl:Manceudup Surr Zderpdoide issisd security guard who, In his career, has made
the most impressive contribution

(BI, Feb 15) between 1962 and 1981

Disposing of a third set of pre- Insurers during those periods The awards
Wilham H Brom,yard, founder of the

W H Brownyard Corporationtrial motions in his letter to law- should be held }ointly and se- The employee who is honored will receive a
yers in the case, Judge Stanton re- verally liable for the claims, and handsome engraved plague and $1,000 The firm that employs
fused to grant summary ludgment Diamond Shamrock should be al- him will receive a similar plague, and a $5,000 donation will
in favor of Diamond Shamrock on lowed to select which policies re- be given, in that firm's name, to the American Society for industrial
the applicability of pollution ex- spond to the losses, the chemical Security (ASIS) Foundation at its annual dinner during theClusions in its policies to the New- company had argued quiuhAill convention In September The broker or agent providing the firm'sark plant site claims Diamond Shamrock suggested

Insurance also will be recognizedDiamond Shamrock said some of two possible ways lt might recover
the exclusions related only to ltS ltS contribution to the class action 14 - -- 12 Why the awards?

• By tapping policies in the The Brownyard Group is aware of countless contributions made by
plant 1962-63 to 1970-71 period and first security guards that have saved lives and property and have reduced

The chemical company also ar- exhausting all primary limits dur- insurance claims Having provided insurance exclusively for the security
gued that the exclusions-imposed ing that span before proceeding guard industry for over a quarter century, we feel uniquely qualified to
by its insurers-do not define such layer by layer through the excess offer this recognition
terms as "pollution," "sudden," coverage
and "accidental," and that the re- Under this approach, Aetna 11060/ All letters descnbing the actions of security guards must contain the name of the

Individual, the securrty guard agency for which he worked, as well as datessulting ambiguity should be con- would pay $1 7 million and the ex-
strued against the insurers cess insurers would pay the re- LlallillITY They should be forwarded to the attention of Bryan Brownyard

Other courts have concluded that mainder, with the largest contri-
a pollution exclusion's exception bution coming from American
for "sudden and accidental" oe- Re-Insurance Co, which provided COVERAGE THE BROWNYARD GROUP
currences is equal to a CGL pol- first-layer excess limits of $18 2 A---Cli \ W. H. BROWNYARD CORPORATION
icy's coverage of events "not ex- million during the period For comp/ete information call \ BROWNYARD BROTHERS INC.
pected or intended" by the policy- • By tapping the 1970-71 policy J,m Henderson BROWNGUARD ASSOCIATION
holder, Diamond Shamrock said year only Under this approach, 1-800-727-4446/(314) 997-3660 20 Fourth Avenue, Bay Shore, New York 11706-9838

Therefore, the chemical company Aetna would pay $500,000 and ex- UNDERWRITTEN BY BEL AIRE INSLmANCE COMPANY (516) 666-5050 • (800) 645-5820 • Fax (516) 666-5723

argued, the liability insurers cess insurers providing total limits
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Lloyd's changes confidence in Lloyd's begins to be under- members are nervous about Lloyd's future risks, he said That would allow syndicates
mined?," he added and suggested how to improve the market to write more non-marine business and more

Continued from page 2 Members also are concerned about the "se- and satisfy the members package policies for clients, he said

member resignations could cause Lloyd's ca- nous shortage" of premium volume, said Mr For example, many speakers agreed that "Sectional interests have to be put aside in

pacity to plummet Haynes Lloyd's should consider limiting members' order for the market to celebrate its 400th

J Antony Haynes, chairman of the Assn of Because of increased competition, Lloyd's liability, including Mr Hiscox, Anthony G anniversary," said Mr Hazell "There is only
Llo> d's Members and a self-proclaimed syndicates are writing no more than 65% of Cooper, managing director of Wellington a limited time in the market before ineffi-
"deeply concerned member of Lloyd's," their premium capacity, other conference Underwriting Agencies Ltd, Lloyd's third- clency of (our) systems will drive business
pointed out that one major issue is causing participants pointed out largest underwriting agency group, and away from us We will attract business when

anxiety among members While Mr Haynes said the premium vol- David J Springbett, chairman of Lloyd's we have something to offer "
"Is the risk/reward ratio becoming inade- ume decline can be blamed on the cyclical broker PWS International PLC "I am wholly in favor of the composite

quate as seen from the capital base?" he nature of the commercial insurance market, Others attending the conference who favor syndicate," added Richard J W Titley,

asked, refer·nng to the members "Put sim- he added "Are the current problems really the abolition of members' unlimited liability chairman of the international division of
ply, lt seems to me that the prospects of temporary or might they be indicators of included Richard Youell, underwriter for a broker Sedgwick Group PLC
reward for the Lloyd's name and the risk of longer-term competitive weakness of Lloyd's marine syndicate managed by Janson Green Lloyd's underwriting agencies also advo-
loss are moving away from each other The in the market?" Management Ltd , and David Robson, direc- cate sources of business other than Lloyd's
ultimate question is Are they in danger of And while Lloyd's premium volume is re- tor of Merrett Holdings PLC, the second- brokers
moving so far apart that the risk/reward duced, expenses are increasing because of largest underwri ting a gency group at Heading this movement is Merrett, which
ratio becomes unacceptable in the face of the tremendous bureaucracy that governs Lloyd's last year opened an underwriting agency in

unlimited liability?" Lloyd's, he said Limiting members' liability also would Birmingham, England, to handle small cor-

Mr Haynes said that members specifically To solve these problems, Mr Haynes sug- allow Lloyd's syndicates to use a one-year porate risks placed by brokers outside Lon-
are concerned that gested that Lloyd's consider limiting mem- accounting system rather than the current don

• U S long-tail liability claims continue bers' liability three-year system and would allow syndicate Merrett disapproves of the current pro-
to mount In addition, Lloyd's should hire a manage- accounts to be closed on time rather than posed Lloyd's broker regulations that rein-

• Inter-syndicate disputes over reinsur- ment consultant to restructure its manage- remain open, said Mr Hiscox force the tradition that producers of Lloyd's

ance recoverables, like the disputes involv- ment to make it less cumbersome and expen- Leading Lloyd's non-marine underwriter business must be Lloyd's brokers regulated

ing syndicates underwritten by Richard sive and more efficient, he said Richard Hazell, who opposes a move to lim- by the market, says Ken Randall, managing

Outhwaite, are beginning to spread Mr Hiscox added that Lloyd's should hire ited liability, suggested other changes to im- director of Merrett
• More syndicate accounts are being left a stronger independent chief executive, leav- prove Lloyd's efficiency and to increase Instead, Merrett maintains that Lloyd's

open ing the chairman to "shake hands with the business should regulate the business that comes into

Lloyd's members particularly are con- queen " For instance, Lloyd's should establish a the market, rather than those that produce

cerned that the disputes involving Mr Outh- Also, Lloyd's should enhance the corpora- central policy preparation office and create a the business That way, Lloyd's syndicates
waite's syndicates will cause more damage to tion staff to replace the other two deputy marketwide central claims office to speed could directly tap non-Lloyd's brokers and
the reputation of the Lloyd's market than chairmen and the 27 committees of volun- the drafting of policies and the payment of foreign brokers for business, Mr Randall
the much-publicized losses at syndicates teers, he added claims, Mr Hazell suggested Currently, po- said
formerly managed by PCW Underwriting Lloyd's should give Up ltS "obsession over licies are drawn up by Lloyd's brokers and "Proper consideration must be given for

Agencies Ltd secrecy," Mr Haynes concluded issued by a central office but most claims the underwriters who feel that the routes of
"External names ask themselves where it The quality of debate could be improved settlements are delayed until many un- business to Lloyd's are changing," he said

will all end," remarked Mr Haynes within the market and better decisions made derwriters see the notice of claim "My view is that we should leave the regula-
"Is the position deteriorating uncontrolla- if Lloyd's published transcripts of its meet- In addition, Mr Hazell strongly advocated tion of brokers to someone else" like the

bly? Or could a massive and determined in- ings, he said the elimination of the four designated mar- British Insurance Brokers Registration
tervention by the Council (of Lloyd's) limit Other speakers who followed Mr Haynes kets at Lloyd's Instead, each syndicate Council, which regulates non-Lloyd's bro-
the damage before internal and external all agreed with his observations on why should be allowed to write all classes of kers in the United Kingdom

Informal vote favo rs limiting names' liability
By STACY SHAPIRO week, more than half of the 100 participants opposed the abolition '

Lloyd's underwriting agency exec- of unlimited liability, while the 'Unless we move toward limited liability,
LONDON-Momentum is gain- utives, brokers, and corporation rest had no opinion, according to

ing at Lloyd's of London to limit staff agreed that Lloyd's should the poll by conference chairman Lloyd's will see more resignations than new
the liability of its members abolish unlimited liability for Peter Rawlins, managing director members over the next five years,' predicts

In a show of hands at a confer- members (see story, page 2) of Sturge Holdings PLC
ence on the future of Lloyd's last Only a quarter of the conference And, during speeches, question Anthony G. Cooper, managing director of

and answer sessions and private Wellington Underwriting Agencies Ltd.
discussions, conference partici-

LIT _ _ J_E_ 1

pants debated whether limiting
members' liability is a good idea

Limiting members' liability for broken down into units of 10,000 dicate pays losses equal to 100% of*Busmiss INSURANCE losses up to the amount they invest pounds or 20,000 pounds for in- the syndicate's 1999 capacity
in Lloyd's syndicates would allow vestment purposes And Lloyd's This method of closing pre-1999

1 BE OF SERVIC17 more syndicates to close their ac- investors would not invest directly accounts wo uld solve Lloyd' s
counts on time, strengthen the se- in each syndicate as members do Chairman Murray Lawrence's con-

-I- curity of the Lloyd's policy and in- today, but would invest in invest- cern that all syndicates would have
A. mi,ITBRORRINE,YonSUBSORMIOI... crease investment at Lloyd's, say ment plans called "unit trusts" to run off old business before lim-

0 CHECK HERE for a full year of BUSINESS INSURANCE, 52 weeks of advocates of limited liability (BI, controlled by members' agents, ited liability could be instituted,
June 6) which would invest in a broad said Mr Coopercorporate risk and employee benefit news. Just $68, the basic rate.

"Unlimited liability lS an anach- spread of syndicates, said Mr Coo- Mr Cooper's proposal was
Europe S Middle East add $72 peryear forair delivery.All other

ronism," summed up Robert Hi- per lauded by some participants at the
foreign add $32 per year for surface postage scox, chairman of Lloyd's under- The unit trust system could be conference

El New 0 Renewal El Pument enclosed. El Bill me El Bill company writing agency Roberts & Hiscox implemented ln the near future For instance, Richard Youell,
Ltd without changing the liability sys- leading marine underwriter for a

In a speech that sparked much tem, he added syndicate managed by Janson
NAME (PLEASE PRM) of the discussion, Anthony G Coo- Mr Cooper also pointed out that Green Management Ltd, said he
nTLE

- per, managing director of Welling- with the switch to limited liability, was pleased "to see someone work-
ton Underwriting Agencies Ltd, the Lloyd's Central Fund, which at ing so hard to limit liabil-

COMPANY Lloyd's third-largest underwnting year-end 1987 stood at 254 million 1ty although I fear that 1999
agency group, gave a detailed plan pounds ($477 5 million at year-end may be too late "

NATURE OF BUSINESS  HOME of how Lloyd's could limit mem- 1987 exchange rates) would have However, others oppose limited
0 BUSINESS bers' liability by 1999 and still to be far more substantial-at least liability in any shape or form

ADDRESS provide strong security for policy- 15 billion pounds ($2 7 billion at Unlimited liability "is the prod-

crrflst,n m
holders current exchange rates)-to pay uct we sell," said Lloyd's non-ma-

"I choose 1999 because I think it claims if a syndicate's funds were rine underwriter Richard Hazell
B. /001"im/.TORADDRISS ... may well take up to 10 years to exhausted "It is the product buyers come to

0 CHECK HERE and print yournewaddressabove.If available.please achieve the change to limited lia- If the fund were not tapped for us to buy I believe that unlim-
attaoh the malling label from your most recent inue to thls form. bility," Mr Cooper explained to 10 years, the fund would increase ited hability is a marketing asset

Anow 4 weeks for change to be made. the group to more than 800 million pounds and it would be a maJor problem to
"Unless we move toward limited ($14 billion at current exchange move to limited liability "

0. mASIA4,15'02'ja""1'11"KI"B)"Ii"'pin'I.-. liability, Lloyd's will see more res- rates), Mr Cooper estimates And, "I do believe that unlimited lia-

0 CHECKHEREandauaohthemalling label hom yourmostrecent ignations than new members over the fund could be increased to 1 bility is important," added Alan
lasue to this form and man to us withyour question(s).,hiswill the next five years," he said billion pounds ($1 78 billion) if Colls, chairman of Lloyd's broker
avoid delays and allow us to Barn you betbsr. At the time limited liability is Lloyd's transferred part of its ac- Nicholson Chamberlain & Colls

1011 m= M
instituted, each Lloyd's ' investor" cumulated reserves to the fund, he "My fear lS that limited liability
would have to put up 25% of his said will expose Lloyd's policy to ques-

BUSINESS nEURANCE, Clroulation Dept.,966 1 Jevemon,Detrolt,MI 48207 allocated premium capacity in cash In order to close the unlimited 11- tion "

0 Ipmfornottorelitvt,lamationaradil**b,man<mnamagant,s and provide a bank guarantee for ability syndicate accounts on Dec George E Lloyd-Roberts, direc-

notamllated*el Crain Communications
the remaining 75% of his premium 31, 1998, each syndicate would pay tor of underwriting agency Lloyd-

4SSO capacity, he proposed Therefore, a a premium to the Central Fund Roberts & Gilkes Ltd, added "I
new syndicate with a capacity of based on the syndicate's class of am concerned about the level of
10 million pounds would start with business debate" on abolishing unlimited 11-

AlleACE LABIL InE cash on hand of 2 5 million The premiums paid to the Cen- ability
for subscription pounds tral Fund could total about 500 "Lloyd's enjoys mythical powers

inquiries or change "Havmg provided an Initial m- million pounds among all Lloyd's because of unlimited liability and
of address vestment of 25% and a bank guar- syndicates, bringing the Central has an enormous advantage with

antee of a further 75%, there would Fund's total assets to about 1 5 (regulatory) authorities We may
be no further liability for the in- billion pounds want to hang on to it for the pluses
vestor," said Mr Cooper The fund would be tapped for that are hard to measure," Mr

Each syndicate's funds would be syndicate losses only after the syn- Lloyd-Roberts said .
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High health costs boost UR: Study
By ALISON KITTRELL

Approximately 60% of U.S. em-
ployees covered by employer-spon-
sored group health insurance plans
are subject to at least some sort
of utilization review, a new sur-
vey shows.

This finding suggests there is a
managed care explosion in the
United States, fueled by rising
health care costs, according to the
survey sponsor, the Washington,
D.C.-based Health Insurance Assn.
of America.

But, while utilization review in
fee-for-service plans and so-called
managed care plans that stress uti-
lization review are gaining promi-
nence, these approaches have yet
to prove they can hold down health
care costs, which surged again last
year, the survey authors note.

In addition, health care cost in-

flation also is prompting more em-
ployers to self-insure, according to
"The Changing World of Group
Health Insurance," a spring 1987
survey of' 771 employee benefit
managers nationwide.

Some 16.1% of the 2.6 million

U.S. employees represented by the
sufvey were enrolled in health
maintenance organizations in
1987, and an additional 11.4% were
enrolled in preferred provider or-
ganizations, the survey says.

This enrollment "compares dra-
matically" with data from a 1981
Bureau of Labor Statistics survey
of employers, which found that
just 4% of employees were enrolled
in either an HMO or a PPO.

In addition, 31.9% of employees
were enrolled in fee-for-service

plans that incorporate utilization
review-ranging from second sur-
gical opinions to pre-admission re-
view. Adding these employees to
HMO and PPO enrollment shows

that approximately 60% of U.S.
employees with group health in-
surance were enrolled in "managed
care plans" in 1987, according to
the HIAA survey.

While the term "managed care"
generally has been reserved for
HMOs and PPOs, the HIAA has
coined the term "managed fee-for-
service insurance," which it de-
fines as a traditional indemnity
plan with some form of utilization
review. These managed fee-for-
service plans are"the leading man-
aged care product," the survey -au-
thors say. "No component of man-
aged care grew more in absolute
numbers during 1986-87 than
managed fee-for-service."

Approximately 44% of enrollees
in conventional indemnity plans
were subject to pre-admission cer-
tification in 1987, compared with
20% in 1986 and 5% in 1984, the
HIAA estimates.

In addition, more than half of the
enrollees had a mandatory second
surgical opinion program, the use

16.1%

11.4%

31.9%

0 Unmanaged fee-for-service plan
¤ Managed fee-for-service plan

of which also has increased dra-

matically in the last few years.
HMOs and PPOs, which both

stress utilization review to control

health care costs, also are being of-
fered by more employers, accord-
ing to the survey.

For example, 44% of the employ-
ers surveyed offered an HMO op-
tion to their employees in 1987, up
from 38% in a 1984 study con-
ducted by the Health Care Financ-
ing Administration.

"The major growth in the avail-
ability of HMO plans was among
midsized and public employers,"
the survey authors point out.
"About one of every seven small
employers in our sample offered an
HMO plan to their employees,
whereas one of every three mid-
sized firms and five of every eight
large firms offers an HMO plan."

In addition, almost 17% of the
employers surveyed offer a PPO.

While large employers and pub-
lic employers are more likely to
offer a PPO, the authors note,
"Perhaps more significant is the
surprising presence of PPO plans
among small and midsized employ-
ers." PPOs are offered by 10% of
small employers and 14% of mid-
sized employers surveyed.

While the increasing number of
employers offering HMOs and
PPOs naturally has increased en-
rollment in these plans, HMO and
PPO enrollment varies depending
on the size of the employer offering
the options, the survey found.

Among large employers, about
25% of eligible employees enroll in
an HMO when it is offered. And,
although small and midsized em-
ployers are less likely than large
employers to offer an HMO, enroll-
ment rates when a plan is offered
are even higher: Some 46% of eligi-
ble employees at small companies
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Source: Health Insurance Assn. of America

and 41% of eligible employees at
mid-sized firms choose the HMO
option when it is available.

Furthermore, "HMOs and PPOs
are most popular in the region of
their birthplace, the West, where
more than 22% of employees in em-
ployer-sponsored health care plans
are enrolled in HMOs and 31% in

PPOs," the survey says. "The Mid-
west is another region of substan-
tial market share, with 20% of em-
ployees enrolled in HMOs and 8%
in PPOs."

HMOs are weakest in the South,
with only 8% enrollment, while
PPOs are weakest in the East,
where they have attracted less than
1% of employees. The survey au-
thors attribute the lower PPO pen-
etration in the East to Blue Cross/
Blue Shield's domination of the
market.

The survey authors remark that
these figures are "a far cry from a
decade ago when it was said, 'Ev-
eryone loves HMOs except doctors
and patients.' "

Cutting costs is both the impetus
for the growth in all types of man-
aged care plans and the means for
judging their success, the survey

authors note.

"If the rising cost of health in-
surance has stimulated the man-
aged care revolution, the future of
managed care products rests on
their ability to control costs, with-
out sacrificing quality of care."

However, health care inflation,
which had slowed somewhat in

1986, heated up again in 1987-the
same year that managed care
seemed to come into its own, the
survey authors say.

The average monthly cost of
family medical coverage was $210.
Conventional plans tended to cost
slightly less than PPO coverage,
and PPO coverage was slightly less
than HMO coverage.

Still, the authors say, "It is pre-
mature to pronounce managed
care, and hence the competitive
strategy, a failure in the fight
against higher health care costs,
until we understand how and why
health care costs increased, and
what type of plans were most sue-
cessful in controlling costs."

Severalfactors contributed to

the increase in health care costs in

1987, the survey says, including an
increase in the overall inflation

rate and a " 'catching up' for the
previous three years, when insur-
ers failed to increase premiums ad-
equately."

A major contributor to the in-
crease in health care costs, how-
ever, is "an increase in the quan-
tity and intensity of ambulatory
services that is driving inflation in
the health care sector," the survey
authors say.

Managed care programs say that
keeping people out of the hospital
is one of the keys to savings. But,
the growing cost of outpatient care
appears to be adding to the prob-
lem, the survey says, pointing out
that while health insurance premi-
ums rose an average of 20% be-
tween 1987-88, hospital charges,
physician charges and hospital
days either rose only slightly or
declined. So, the authors say, out-
patient care must be accounting
for a large part of the increase.

"Thus, the principal challenge
for private and public payers is to
develop mechanisms to control the

increasing number and complexity
of services outside the inpatient
setting," the authors say.

In addition to increasing utili-
zation review in fee-for-service

plans and enrollment in HMOs and
PPOs, health care cost inflation
has brought changes in financing
traditional health care plans, ac-
cording to the survey.

There has been a significant in-
crease in self-insured health care

plans: Some 52% of the employers
surveyed in 1987 were fully self-
insured, compared with 46% of the
same employers surveyed in 1984.

The survey estimates that more
than 60% of the 117 million Ameri-

cans with conventional employer-
provided coverage are enrolled in a
plan with some aspect of self-in-
surance, compared with 5% in
1975.

The survey information is pub-
lished in the Summer 1987 issue of
the magazine "Heatth Affairs.-
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WATER PARKS
& RECREATION

LIABILITY
.no AilInm

For comp/ete information ca//
Jim Henderson:

1-800-727-4446/(314) 997-3660
UNDERWRITTEN M BEL.AIRE INSURANCE COMPANV

BlueSkies
And on the horizon. New York City, iust twelve miles south.

Not surprisingly, it's a view that insurance leaders like

Metropolitan, the insurance Services Office and Allstate have
come to profit from.

The Towers at Blue Hill offer units from 27.500 to 64,000 sq. ft.
amid beautifully landscaped acreage and on-site retailers. dining

facilities, abundant parking and support services.

Get a fresh perspective on first class corporate space
that ensures top performance for the 'insurance industry.
For more information about

The Towers at Blue Hill call:

Lee Feld, Sr. V.P. (212) 984-8044 OFFICE TOWERS AT

BLUE HILL
An C ffice Netuvirk Affiliute- EDWARD S GORDON COMPANY INC <

BlucHi111.
Rockland County's Most Cost Efficient Corporate Address
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Largest U.S. reinsurers' first.quarter 1988 results
(All amounts in thousands of dollars) (Ranked by net reinsurance premium written)

Net Net

Policyholders' reinsurance reinsurance Net Losses

surplus premiums premiums reinsurance & loss Combined Combined
(reinsurers written written premiums adjustment Loss Underwriting Expense ratio ratio

Reinwrers only) 1988 1987 earned expenses ratio expenses ratio 1988 1987

_IamnRE,Lae___L-_--__32,(04 475 5511.546 t59'8781 5524,852 $17K.876 71 4% 5141.324 27 6% 99 0% 1009%

Employers Re 905,033 340,921 342,464 321,271 250,016 77.8 77,780 22.8 100.6 983

American Re 533.734 247,338 95 9 568 217,392 163,629 75.3 64,394 26-0 101 1 475

North American/Swiss Re 545,406 178,150 174.099 158.881 116.315 73.2 52.564 29.5 102.7 103 7

-_Munich Re 456.737 160.777 174.589 172,959 116,104 67.1 52.055 _ 32.4 99.5 991

Prudential Re 421,020 143,600 164,789 139,159 100,228 72.0 46,415 32.3 104.3 98 4

_USF&G N/A 138,096 103 752 145,609 101,208 69.5 37,655 27 3 96 R 95 9_

Continental Casualty N/A 96,945 71,024 67,921 53,687 79.0 20,530 21.2 100.2 108 4

_Transatlantic Re 159.090 73.767 75 064 75,462 61,459 81.4 17,517 23.7 105.1 105.4

CIGNA Re 168,702 70,294 71,575 57,521 43,647 75.9 16,906 24.0 99.9 1004

National Re 171.669 67.798 87.365 69.441 57.363 82.6 12.501 18.4 101.0 1022

C.ont,nental_Re 120,849 63,455 74,863 60,177 51,050 84.8 16,121 25.4 110.2 10*£
_Constitution Re 147.415 60.499 58 189 61,262 45,529 74.3 16,080 26 6 1009 99 4 ,

Transamerica Re 142,998 59,363 N/A 42.809 29.753 6-9,5 17,620 29.7 99.2 N/A

Kemper Re 295.318 58.024 94.810 61.338 50.150 81.8 10.963 18.9 100.7 100.6

56,641 53.525 54.233 39,590 73.0 15,434 27.2 100.2-- --390-2-
Skandia America Group 291.650 51.701 49 774 58.306 42.091 72.2 16.503 31.9 104.1 107 2_

-EMA Re 56,691 49,182 60,33 25,958 22,111 85.2 8,410 17.1 102.3 102 3
_Constitution-State Mgt. N/A 46.314 59,321 50,945 40,946 80.4 11.760 254 105.8 10197

U.S. International Re 105,465 44,447 50,403 47,084 34,802 73.9 13,307 29.9 103.8 102 9

__Totals.for_top 20-6,586,752-2,518,858__2,617,298 2,413,580 1,795,354 74.4 665,839 26.4-100.8___300.63
_total-for all_companies 9,144,090 3,173,697 3,327,753 3,072,873 2,288,967 74.5 847,813 26.7 103.2 100.8

Source: Reinsurance Assn. of America

Reinsurer results combined ratio of 96 8% at the end of this However, "I think '89 is gOlng to be a very Constitution Re's premium volume increased
year's first quarter, up from 95 9% in 1987 difficult year because of the softening mar- 4% for the first quarter to $60 5 million

Continued from page 3 "If we don't have natural catastrophes, we ket," Mr Fitt said from $58 2 million, which he attributed to
merica Corp acquired Commercial Risk Un- should be fairly close to where we are," said "We might uptick a fraction," said Wil- "special circumstances "
derwriters Insurance Co in October and, Mr Bunaes of Constitution Re, which posted liam D Warren, chairman and president of Skandia America's Mr Bensinger said he
thus, did not report first-quarter 1987 re- a 100 9% combined ratio in the first quarter National Reinsurance Corp in Stamford, hopes that 1988 premium volume wlll remain
sults (BI, Oct 26, 1987) of 1988, compared with a 99 4% combined Conn , which posted a 101 0% combined even with 1987's, but he "wouldn't be sur-

The overall U S reinsurance industry ratio for 1987's first quarter ratio for the first quarter compared with a prised if lt'S fairly reduced" because of the
posted a 101 2% combined ratio for the first "I would hope that we're going to remain 102 2% ratio in 1987's first quarter softening market
quarter, a slight deterioration from the fairly consistent with what showed in the Most reinsurers expect premium volume, For the first quarter, Skandia America re-
100 8% ratio posted the comparable period first quarter," said Skandia America's Mr at best, to remain even and more likely to ported a 3 9% Increase In premlum volume to
in 1987 The industry reported a 102 3% Bensinger Skandia America posted a 104 1% decline during the remainder of 1988 $51 7 million from $48 8 million
combined ratio for all of 1987 combined ratio for the first quarter, com- Prudential Reinsurance Corp forecasts While National Re's premium volume

The Top 20 reinsurers-again excluding pared with a 107 2% ratio for the comparable that premium volume will be down about dropped 224% tn the first quarter to $67 8
Transamerica Re-reported a 100 9% com- period a year ago 20% for the year, said President James M million from $87 4 million, "by year-end lt'sbined ratio for 1988's first quarter, com- Don Smith, president and chief operating Dwane Pru Re 15 giving up some accounts going to smooth out a little better," Mr
pared witth a 100 6% ratio for the comparable officer of Kemper Reinsurance Co , said that because of detenorating pricing, while bum- Warren said He estimates that National Re
1987 period The Top 20 also reported a "assuming no major catastrophes, we would ness that it retains will generate lower, al- will write between $300 million and $316
102 3% combined ratio for all of 1987 probably be Just about where we were at the though still adequate, premium, he noted million in premiums this year, comparedThe U S reinsurance industry's policy- end of last year as far as combined ratio For the quarter, Pru Re's net written pre- with $316 l million in 1987
holder surplus increased 13% to $9 1 billion goes " Kemper Re's combined ratio rose miums shrank 12 9% to $143 6 million from "We anticipate from a premiums written
as of March 31 from $8 1 billion at March 31, slightly to 100 7% in this year's first quarter $164 8 million, partly because some business point of view a flat year," Mr Fitt said Em-
1987 In addition, surplus as the end of the from 100 6% in the first quarter of 1987 and that ordinarily would have been written in ployers Re's premium volume was virtually
first quarter was 54% higher than the $8 7 was down from 101 9% at year-end 1987 the first quarter was written in the second flat for the first quarter, decreasing 0 5%billion posted at year-end 1987 This year's underwriting results should be quarter instead, said Mr Dwane to $340 9 million from $342 5 million in the

Barring any major catastrophes, reinsurers "fairly close" to 1987's, agreed Michael Fitt, Kemper Re, whose premium volume de- first quarter of 1987
generally do not expect any significant dete- chairman and chief executive officer of Em- clined 38 8% to $58 million in the first quar- "We're still prolecting for the balance ofrioration in their combined ratios this year ployers Reinsurance Corp in Kansas City, ter, anticipates about a 25%-30% decline in the year a modest increase overall," com-

"I don't expect them to get worse I don't Mo, adding, " '88 is not a tremendous con- premium volume for the year, Mr Smith mented Mark Mosca, vp and manager of the
expect them to get any better, either," said cern for me " Employers Re posted a 100 6% said "That's the closest we can get at this treaty department at NAC Re Corp in
Paul Ingrey, president of F&G Re ln Mor- combined ratio in the first quarter, up from point" in terms of an estimate, he said Greenwich, Conn NAC Re reported the pre-ristown, NJ,a USF&G Corp subsidiary 98 3% in the first quarter of 1987 and 99 8% ' We expect the full year to be down by miums increased 2 4% in the first quarter toUSF&G's reinsurance operations reported a at year-end 1987 5%," said Constitution Re's Mr Bunaes $39 6 million from $38 6 million

Health Policy Coalition
Continued from page 3 Shield of Ohio provides most of the coverage for the small The coalition also opposes lifting the wage cap on workers'
remains one of our top priorities," Mr Smith said employers council contributions to the Medicare program to raise funds for a

"We are trying to change the direction of health care poli- If affordable health care is available to all workers, "there new long-term care benefit, as was proposed in the home
cies," Mr Weller said will be no reason for Section 89," said Mr Weller health care bill sponsored by Rep Claude Pepper, D-Fla (BI,

This month, Mr Weller and Mr Smith testified before the Section 89 of the Internal Revenue Code requires employ- June 13) Currently, only the first $45,000 of wages lS sub]ect
House Subcommittee on Labor-Management Relations ers that provide health care benefits to offer them in equita- to the Social Security tax
"Wherever we have addressed our Ideas we have received ble proportions to all employees (BI, April 18) The coalition strongly opposes the mandated health care

enthusiastic reception," said Mr Weller "It's good in theory, but the complexity in complying with bill sponsored by Sen Edward Kennedy, D-Mass, which
Their testimony, titled "Health Policy At The Crossroads," the rules lS too onerous," Mr Weller said would require employers to provide a minimum level of ben-

examines current health policies and offers alternatives The coalition also testified that an estimated $100 billion is efits to their employees (BI, Feb 22)
During its testimony, the coalition said being spent annually on ineffective or marginally effective "What the bill is really saying is provide

the government "focuses on new financing health care services benefits no matter what the cost or the
gimmicks and ignores the opportunity to For example, "in some communities, 20% of women at age value of the benefits," Mr Woods said
purchase health care with positive incen- 70 have had hysterectomies In other communities 70% have This is the type of legislation that Mrtives for value " undergone the same treatment that may not have been neces- Weller said "will only exacerbate the

According to the coalition, the United sary," Mr Weller said "About 85% of medical procedures
e

problems" of providing employee benefits
States spends more on health care than are done without the doctors knowing if that particular pro- Mr Woods concurred that the benefit
any other country, and yet 37 million peo- cedure will have the best outcome for the patient " bills that have been proposed so far will
ple remain uninsured The coalition proposed that the Senate Appropriations

To increase the availability of insurance Committee allocate the $75 million needed to fund a pro-
not solve the nation's health care prob-
lems, calling them "perverse in nature"

coverage, the group says legislators should gram that could "provide patients, doctors and hospitals and overpriced
remove restrictions that prevent small bu- Mr. Weller with information on the efficacy of medical procedures " Mr. Woods It would be unfeasible for small busi-
sinesses from combining their buying The brainchild of Dr John Wennberg, a professor of com- nessmen to try to pay for 80% of health
power to negotiate favorable rates with insurers munity and family medicine at Dartmouth Medical School, care coverage per employee, which the Kennedy bill would

The coalition is asking Sen George Mitchell, D-Maine, to the Patient Outcome Assessment Research Program would be mandate, Mr Woods asserted
sponsor its legislation, the Small Employers Health Insur- directed by the U S Department of Health and Human Ser- During itss testimony before the House Subcommittee on
ance Availability/Affordability Act, which would encourage vices to help physicians choose treatments that have proved Labor-Management Relations, the coalition said that em-
the formation of groups of employers to buy health care cov- most successful, Mr Woods said ployees "are under the 111USlOn" that employee benefits are
erage for their employees The operation of such groups now "That's the problem, getting good medical value," he free But, "in reality, employee health insurance costs largely
is under tight restrictions in some states added represent lost wages "

The bill is based on a successful program of the Great On behalf of the economically disadvantaged, the coalition .

Cleveland Growth Assn 's Council of Smaller Enterprises, has proposed that Congress provide incentives for the na- Information about jo:ning the Health Policy Coal:tzon can be
which combines the purchasing efforts of 5,200 small em- tionwide expansion of the California Hospital Competitive obtamed by writing Charles D Weller of Jones, Day, Realns &
ployers to obtain health care coverage for 100,000 employees Bidding Program, which requires hospitals in that state to Pogue, 901 Lakes:de Ave, Cleveland, Ohio 44114, 216-586-
and their dependents at affordable rates Blue Cross/Blue bid on Medicaid business 3939
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Employee Benefits
Communication

Conference

On August 1&2 you can join an influential group
of employee benefit executives meeting to
explore issues critical to their professional
responsibilities. The annual Business Insurance
Conference provides you with valuable insight
into communicating benefits to emp16yees.

_Fleprl r-12
Keynote Address Monday, August 1
Benefits Communicators - The New Dimension

Wesley Poriotis, Chairman and Chief Executive
Officer of Wesley, Brown & Bartle. a
management consulting and executive search
firm in the benefits and communications field.
sets the tone for the 1988 EBC Conference with
a look at the benefits communicator as business

person, creative artist, benefits practitioner, or all
three. Who are they, where are they coming
from and what does the future hold?

Employee Assistance Programs
If you don't use it. you loose it. To achieve high
participation and maximum value for your
company's EAP investment, you've got to do
more than just communicate. You've got to
market the product to your employees. Hear the
strategy applied by one company.

Long Term Care
Problems & Solutions. This session presents a case
study from one of the first corporations to
introduce long term care as an employee
benefit. See this company's success story.

EBC Awards Luncheon

Recognizing outstanding
communications programs,
Alfred Malecki, Publisher. Business

Insurance. presents the 16th Annual
EBC Awards. Also shown will be the

first place a-v winner.

Concurrent Sessions

These three workshops all on
state-of-the-art interactive

communication programs are
presented as concurrent, giving you
the opportunily to attend all sessions.
These case studies will be presented
by both company and consultant
firm. Time will be provided after
Monday's sessions for additional
demonstrations and informal

questions/answers.

#1 Flexible Benefits

Abbott Lab's Flex Benefits System,
developed by Alexander &
Alexander Consulting Group. gives
employees a unique tool for making
complex benefit decisions. This direct
access. interactive system allows
employees to model 'what if
scenarios for health care. flexible

spending accounts and their 401(k)
plan.

#2 Pension/Profit-Sharing &
Retirement Planning
Projecting financial scenarios for
employee retirement - Allstate's
"Search For Security" program,
developed by their consultant,
Mercer-Meidinger-Hansen, offers
new visions. And because ifs

educational and fun to use.

information is better retained.

#3 Benefits Communication & Management
Becton Dickinson is using technology, developed
by their consultant, The Wyatt Company, to
communicate and administer ifs long term
savings plan. Employees can sign-up. check
account balances, calculate loans and more. in
a private, secure, user friendly environment.

401(k) Under Tax Reform Tuesday, August 2
Communicating 401(k} plans and changes to
employees within this new tax reform
environment can be complicated, even for a
seasoned communicator. Here's what has

worked - and what hasn't - for one company.

You Be The Judge
A-V Excellence. Presented annually, this
energetic session presents audio-visual programs
submitted to the EBC Competition. You be the
judge - see what other industry professionals
are doing in this medium.

Luncheon

Jerry Geisel, 81's Washington Editor, gives you a
View From The Capitol.

Wellness Programs
Michael Scofield. PhD. leads this panel on
effectively communicating the health promotion
message to employees. Panelists representing
large, medium and small size companies discuss
the communication channels needed for a very
different benefit area - promoting good health
and positive lifeslyles, They'll look at what works
and what has backfired for their own

companies.

Adjournment
Until next year

FppA\<prs-
Craig Bryars

Consultant
THE WYATT COMPANY

Interactive Communication

Catherine A. Corse
Asst. VP/Mgr..Employee Benefits

BARNETT BANKS INC.

Employee Assistance Programs

Pattie Duca

Mgr, Employee Benefit Planning
BECTON DICKINSON & COMPANY

WORKSHOP #3:
interactive Communication

Jerry Geisel
Washington Editor

BUSINESS INSURANCE
LUNCHEON SPEAKER:

From the Capitol

Beth Leaman
Vice President

BENEFACTS. INC.
AL.0(ANDER & ALEXANDER

CONSULTING GROUP
WORKSHOP #1:

interactive Communicahon

Alfred Malecki
Publisher

BUSINESS INSURANCE
LUNCHEON SPEAKER:

EBC AWARDS

Karen Manning
VP. Employee Benefits

AMERICAN EXPRESS
TRAVEL RELATED SVCS. CO..INC

Long Term Care

Daniel McCarthy
Asst. VP. Comp & Benefits Planning

ALLSTATE INSURANCE COMPANY

WORKSHOP #2:
Interactive Communication

Kathryn J. Mcintyre, AR.M
Editor

BUSNESS INSURANCE

OPENING REMARKS

Laurel Nicholson

Principal
MERCER-MEIDINGER-HANSEN

WORKSHOP #2:
interactive Communicahbn

Wesley Poriotis
Chairman & CEO

WESLEY. BROWN & BARTLE

KANOTE SPEAKER

Robert Schumacher

Director, Corporate Benefits
ABBOTT LABORATORIES

WORKSHOP #1:

Interative Communication

Michael Scofield

Mgr. Employee Health Promotion
AT&T

Wellness Programs

Russel Wert
Director of Benefit Services

AETNA LIFE & CASUALTY

40100 Under Tax Reform

Herb Zeltner

President

HERBERT ZELTNER CONSULTING INC.

You Be The Judge

Business
Insurance

7he 8/ Conference opens Sunday. July 31.
with registration check-in and a cocktail
reception from 5-7pm. Sessions begin
Monday, August 1 at 8:30am. The conference
adjourns Tuesday. August 2 at 3:30pm.
The cost is $650. A 10% discount is offered to
additional registrants from the same
company. The fee includes sessions,
workbook educational materials. and
scheduled functions.

Payment required with registration. All
registrations will be confirmed.
Cancellations must be received in writing.
A refund will be made on cancellations

received before July 1.
A $100 service charge will apply to
cancellations received after July 1. No refund
will be made on cancellations received less

than 5 business days prior to the conference.
If your plans change. you may substitute
another person from your company without
penalty.

To register, complete the form and send it
with your payment to:

. Business Insurance,
Communication Services Dept.,

220 E 42nd St., New York City, NY 10017

For information call: Barbara Dalton,
Registrar, (212)210-0780

Hotel Accommodations

We have set aside a limited block of rooms at

a special rate of $145 single/$165 double, at
the Grand Hyatt Hotel in New York Cily. These
rates are available to Conference Registrants
only. and will be honored until July 15.
You must mention the Business /nsurance

Benef#s Conference when making your
reservations. Hotel cards will be included with

your Conference Registration Confirmation.
Or call the Grand Hyatt Hotel at
(212)850-5900; or toll free at (800)228-9000.

Awards Luncheon

A luncheon ticket is included with your
Conference registration. A limited number of

additional seats are available for the
EBC Awards Presentation Luncheon.

Additional tickets are $60 each,
available on a first come-first

serve-basis; reservations required.
Contact Registrar.

Please register me for the 1988 81 Conference

Employee Benefits Communication:
August 1 and 2

The Grand Hyatt Hotel, New York City

Name

ntle

Organization

Address

City

Phone

State Zip

Additional Registrants from my organization:

Name

ine

Name

Tile

C Conference (incl. Awards Luncheon)

D EBC Awards Luncheon ONLY

0 Payment Enclosed

0 Visa 0 Mastercard C American Express

0 Optima Card

Account #

Expiration Date

1 Signature
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2 The professional marketplace
RATES AND CLOSING TIME:

Rates: Dsplay class,jied is $92 75 per column inch, mimmum of one indi. Straight dass#ied is Closing: Published every Monday Copy must m typewritten form by noon Tuesday, 6
$750 per line. minimum of 5 lines. Count 34 characters per tme (indude alch space and days preceding pubhshing date No verbal phone copy mrepted Prepayment required for
punctuation as a character) Additional $15 00 charge for all blind box ads. Only those reponses straight advertisements. Mail ads to Margaret Hikido, Classifled Advertising, 740 N Rush
which t into a business size envelope will be fowarded. Responses are jbwarded daily. St. Chicago. IL 60611. For more information Mll 312-649-5340.

L

RETAIL TRUCK SURPLUS UNES AGENTS
Are you h,lung Prognin Plicement

PROBLEMSO
PRODUCERS PRIVATE PASSENGER 81 Classifieds ACCOUNT

Business Insurance
MIYSICAL DAMAGE EXECUTIVE

WANTED PROGRAM * We are Insurance Speciallats in Program assure
· All ages of vehicles Placement, Development and Control North Suburban ChicagoDue to program expansion, we · Values to $160,000

are currently seeking expert- . Bindthesameday • We also have binding facilities to meet top quality Agency searching for aggres- Circulation
your every need. slve/successful Account Execu-enced, licensed, retail truck ·Lowdeduchbleavailable

producers to represent finan- · Physical damage also available for Trucks, ConUct Boot 2401, Busineu Insurence. results! tive We have the markets and

Buses, Limo's, Rentals, Comractors Equip- 740 Rush St, CNcago, IL 606112590 - back office support necessarycially strong insurance camers Breakdown*ment
for your success if you've gotfor primary liability. ph¥si- • Property and Contents available m most
the winning get-up and got Sendcal damage and cargo in States

most U S States NATIONAL UNDERWRITERS resume to P O Box #106,
7777 Glades Road, Suite 213 Evanston, IL 60204Please reply to Boca Raton, Ronda 33434

Box 2356 1-800-635-6366 SENIOR UNDERWRITER
Commercial Consumers

Business Insurance wait for dial tone

740 Rush St.
and then dial 845 Largest HMO In the state of Maryland, the Columbia Freestate - Administrative

Telex 159271 HS UND
Chicago. IL 60611-2590 FAX 305-488-3809 Health System, has FT opportunity for insurance professional HELP WANTED

CEO's Presidents and Owners 2,779

In expanding underwnting department We are currently recruiting Vice-Presidents, General Managers
for a senior underwriter with 3-5 years expenence HMO expen- ASSISTANT RISK MANAGER and Other Administrative Personnel

ence preferred Individual will be responsible for developing and GROUP HEALTH ADMINISTRATION 3,155
DeKalb County Finance Department,

ACTUARIAL ANALYSTS implementing rlsk evaluation guidelines in the Health System Lo- Risk Management Division ts currently
cated In Columbia, MD, near the cultural, educational and recrea- seeking an Assistant Risk Manager to

assist in all aspects of the operation of Financial
Immediate opportunities for aspiring actuanes who meet the following cn- tional advantages of the Baltimore-Washington area We offer a the County's comprehensive risk man- Chief Financial Officers and Vice-
terta competitive salary and generous flexible benefits package To agement program (Employee Benefits,Pension and Property and Casualty) presidents of Finance 2,732CANDIDATE "A" apply, send confidential resume to Columbia Freestate Health Candidates must have a strong back- Secretaries, Treasurers, controllersA Candidate who has passed 5-7 examinations System, 2 Knoll North Drive, Columbia, MD 21045, Attention ground m group health insurance, Bac-8 Has Workers' Compensation background in pncing and divided plan calaureate degree in Business, Public and other Financial Personnel 5,585

development Loss and Loss adjustment expense analysis background a Human Resources EOE M/F/H Administration, or Risk Management

real plus and 4 rars of professional experiencein Ris Management (including em-
C Has a working knowledge of personal computers including Lotus 1 -2-3 ployee benefits ) Annual salary range Risk/Employee Benefits

CANDIDATE "B" $33,504 to $47,160 Excellent benefits Vice-presidents, directors, manag-
A Has passed 2-3 examinations To apply contact DeKalb County Merit

System, 120 West Trinity Place, RoomB Has some exposure and expenence m Workers' Compensation pncing
ers, and other related department

and dividend plan development Some background In Loss & LAE reserve MANAGER 468, Decatur, GA 30030 EOE personnel of Insurance, risk, em-

analysts would be a plus ployee benefits, personnel. com-

C Working knowledge of PC's including Lotus 1 -2-3 Health Maintenance Organization experiencing rapid growth pensation, pension, safety. security,
NOTICES

Excellent benefit plan package medical, Esorp, dental, Stock Savings has opportunity for Manager of Market Development and Risk industrial relations, human re-

(401 K) Plan, paid life insurance, educational opportunities (full re,m- Management Operations BA + 2-4 years experience in health sources and employee/labor rela-

bursement), competitive salanes, and an attractive working environment care and marketing or equivalent Underwriting experience NOTICE INVITING PROPOSALS lions 10,021

Sealed proposals are invited by the City Sub-total 24.272Please send your resume with salary history to Mindy Kreger, Director of required Sales experience a plus HMO background pre- of Los Angeles, California for a Com-
HAD, Republic Indemnity, 16133 Ventura Boulevard, Encmo, CA, 91436 ferred Located in Columbia, MD, near the cultural, educa- prehensive Risk Management Program

in accordance with Request no F 9073,Positions are with Republic Indemnity Company of Amenca, a California tional and recreational advantages of the Baltimore-Washing- available from the Office of the Pur- Associations 481

based Worker's Compensation camer, located in Encino, California Cur- ton area We offer a competitive salary and generous flexible chasing Agent, Room 850, City Hall Government, Unions and Educa-
rent annual premium volume exceeding $270 million East, 200 N Main St, Los Angeles, CA

benefits package To apply, send confidential resume with 90012-1826 Proposals, which may be tional Institutions 972An Equal opportunity Employer salary requirement to Columbia Freestate Health System, 2 mailed or hand delivered to the above Commercial Consumers
address, will be opened at 11 00 a m ,

Knoll North Drive, Columbia, MD 21045, Attention Human Thursday, August 11, 1988 A Pro_ Sub-total 25,725

Resources EOE M/F/H poser's Conference discussing the work
anticipated and answering any ques-
tions that may arise will be held at

10 00 a m on july 12, 1988 in the City Insurance Agents and Brokers 10,697
Administrative Office, Suite 300, City ,nsurance Companies 7,344

Insurance Hall East, 200 N Main St, Los Angeles,
CA 90012-4190 Wrltten questions and Actuaries, Attorneys. Adjusters, Ap-
conference reservations should be sub- pralsers and Consultants 4.311
mitted in advance to the City Risk

Others Allied to the FieldManager at that address 1,982

TOTAL 50,059

Manager Insurance
BUSINESS OPPORTUNITIES

Underwriter * Source Business/Occupational
breakdown of qualified circulation.

OCEAN CARGOiNSURANCE

Experienced Individual wanted for Nov 30, 1987 issue. as submitted to
Hewlett-Packard, a progressive leader tn the computer THE UNIVERSITY OF MICHIGAN has incorporated a NY C Brokeraae Reply P O Box BPA for Dec 1987 BPA Publisher's

industry, has an excellent position for an astute Insurance self-insurance subsidiary for its major liability 1302, New York, NY 10008 Statement
exposures, necessitating the development of ,nternal

Manager to administer our workers' compensation expertise m all of the functions of risk management,
including loss potential identification and assessment,program for domestic employees You wil be and loss funding and risk financing

responsible for drecting and monitoring the performance Ins:*mme

We are seeking qualified candidates for a newly
of outside claims admmistrators and entity claims established Underwriter position in the Risk Manage-

ment Office The responsibilities are to underwrite
management, ensuring that company procedures comply insurance for all hnes of hability and property coverage
with respective state W C. statutes, along with deciding for the University, Insurance subsidiaries, and coopera-

tive insurance enterprises Also, to develop underwritingfinal claim settlements/awards You wil also develop Marketing
requirements and parameters, devise rating systems and

effective tratning programs for internal company claims maintain underwriting ratios

Necessary qualifications include a Bachelor's Degree in IVIanagercoordinators
Business Administration or a related degree Experience

We require seven years of insurance/risk management or as a senior underwriter or senior placement position In
an insurance company or insurance brokerage firm, and Health Providers Service Company, a licensed

related experience, including three years of hands-on in the identification, analysis and assessment of liability miurance brokerage firm and sub•,idiary of the
W C claims management experience You must and property loss potential ls necessary Knowledge of Amencan Hospital Association, 16 seeking d Mar-

reinsurance principles, insurance rating systems, keting Managerhave highly effective Interpersonal, leadership and underwriting ratios and specifications for self-retention,
The successf,1 cdndidate Will be respon,vble tormotivational sktlls Strong organizational and commercial Insurance, and reinsurance programs Is

necessary Financial and broad business background are marketing seven sponsored inwrance programs
verbal/written communication abilities are essential A preferred Chartered Property Casualty Underwriter to AHA member hospitals A Bachelor's degree

designation is helpful withemph.ats on inurance and bustness admin-bachelor's degree in Risk Management or Busmess is
Salary is commensurate with relevant experience istration, 35 years experience mirketing em-

necessary, MBA preferred Some travel involved ployee benelit program, and general knowledge
Position #C-2857. Excellent Staff Benefits Package includes of property and casualtyinsurdnce are required

• Five Weeks Paid Vacation Incumbent will he required to have or obtain
Hewlett-Packard offers an excellent compensation and • Complete Health Insurance Plans an illinois producer's license Call lines) and an

• Dental Plan NASD licent
benefits package For immediate consideration send your • Group Term Life Insurance

To take advantage of this excellent opportunity,resume, indicattng position #, to Corporate Offices • Immediate Vested Retirement Program
please hend your resume, including salary require-

Personnel, Hewlett-Packard Company, RO. Box Send resume by July 11,1988, to ments to Mr. Calvin Gilbert, Division of Em-

10301, Palo Alto, CA 94303-0890. Principals only ployee Resources, American Hospital Asso-

please Hewlett-Packard is an Equal Opportunity/ fThe Unlversituo'Michigan ciation, 840 N. Lake Shore Drive, Chicago,
IL 60611. An Equal Opportunity Employer.

Affirmative Action Employer - Employment Services
 2031"IUK" Administrative Services Bldg.
 1009 Greene Street American Hospital Association

dith HEWLETT Ann Arbor, MI 48109-1432

A non-discriminatory, affirmative action employer
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English legal system reform urged
By CAROLYN ALDRED of the law reform agencies of the case for rents to using the courts,"the report adds with class actions and the inadequacies of

extending the availability of representative Of 850 personal inlury awards in En- legal aid funding
LONDON-A ludicial advisory committee or class actions, or establishing other proce- gland's High Courts in 1986, 220 totaled less CITCOM's officers and advisors Include

that reviewed the English civil ]ustice sys- dures, to be available in cases where there than 5,000 pounds ($8,900 at current ex- Lord Scarman, a recently retired senior ap-
tem recommends major changes that would are large numbers of litigants whose claims change rates) and only 110 totaled more than pellate judge, Ralph Nader, the U S con-
make it easier and cheaper for plaintiffs to or defenses have a common basis The study 50,000 pounds ($89,000) sumer activist, David Tench, legal officer for
sue for damages should extend to the funding of such cases " • The complexity of litigation "Too many the British Consumers' Assn , Guy Dehn,

In a consultative document published this The English legal system currently allows cases are dealt with at an unnecessarily high legal officer for the National Consumer
month, the committee-chaired by Sir "representative" actions by or against mem- level," the report says Council, several leading lawyers, and at
Maurice Hodgson, former chairman of Impe- bers of a group Under the system, when Many of the personal injury cases dealt least seven members of Parliament
rial Chemical Industries PLC -recom- many claimants plan to file similar suits with in England's High Courts could be han- Among Citcom's proposals are
mends a host of procedural changes to sim- against a defendant, an attorney chooses one dled by one of England's 257 County Courts, • The establishment of a Compensation
plify and improve the efficiency of the or a few lead cases the report says Advisory Board to review guidelines and
English judicial system, which is used in En- Since there lS no contingency fee system 0 Delays in bringing cases to trial "Stu- formulas for determining court awards "The
gland and Wales Scotland and Northern under English law, a court usually orders the dies on personal in]ury cases and the Com- guidelines should place higher value than at
Ireland, which also are part of the United losing party to pay all court costs Therefore, mercial Court highlighted unacceptable present on factors such as pain and suffering
Kingdom, have separate legal systems if the defendant prevails in the lead case, all delays," the report says and loss of quality of life," the group states

The 181-page document also calls for a re- claimants would pay the court costs, thereby The study recommends reducing the per- 0 Increasing the availability of govern-
examination of class-action lawsuits and reducing the financial risk per claimant of mitted time between issuing and serving a ment-sponsored financial aid for litigants
contingency fee payments to lawyers Both taking a claim to trial lawsuit to four months from 12 months • Providing publicly funded judicial in-
currently are prohibited under English law But, only some claimants in multiparty ac- Currently under English legislation, per- quiries into cases involving many claimants

The recommendations follow increasing tions are eligible for financial aid from the sonal injury proceedings must be Issued • Allowing class-action suits
public and media pressure for radical government, making lt financially prohibi- within three years of the incident or knowl- • Abolishing or amending the develop-
changes in England's legal system to allow tive for some claim- edge of the cause of ment risk, or state-of-the-art, defense in-
more people to claim compensation for in- ants to join multi- J an in]ury The cluded in the British Consumer Act, which
luries and damages from manufacturers, re- party litigation I 'The prohibition on contingency claimant then has a introduced strict liability in Britain thistailers and service providers A proposal that I year to serve the year

In particular, Citizen Campaign-a group would provide gov- fees and other forms of lawsuit to the de- "We also wish to continue other possible
supported by lawyers, consumer activists ernment-provided incentive schemes should be fendant Initiatives, notably in the field of no-fault
and several members of Parliament- financial aid to The report also compensation and extensions of the concept
launched a campaign on May 19 to "seek re- many more plain- open to re-examination,' recommends of strict liability," said CITCOM Chairman
form to enable citizens harmed by the ac- tiffs in multiparty the report recommends. amending the 1980 Des Wilson at a press conference held to
tions or products of others to obtain fair and litigation currently Limitation Act so launch the campaign
prompt compensation at reasonable cost " is before Parliament that a defendant Ma]or U K product liability litigation,

Government ministers are studying the as an amendment to must file a counter "notably Opren," has established that the
committee's proposals, which were submit- the Legal Aid Bill lawsuit by the time a claimant's lawsuit lS English system of justice does not satisfacto-
ted three years after the Civil Justice Review The report also recommends that "the pro- served Currently, a counter lawsuit must be rily adapt itself to mass tort cases, leading to
was set up by Lord Hailsham, Britain's for- hibition on contingency fees and other forms filed by the time a claimant's suit is issued a "clamoring for changes" in the English
mer Lord Chancellor, to 'improve the ma- of incentive schemes should be open to re- The committee also recommends legal system, said David Mcintosh, senior
chinery of civil Justice in England and Wales examination " • Expanding the system of pre-trial hear- partner with the London-based law firm of
by means of reform in jurisdiction, proce- And, although "reform of the substantive ings in the High Court on an experimental Davies Arnold & Cooper, who represented
dure and court administration and, in par- law of negligence was not within the scope" basis Eli Lilly in the U K litigation
ticular, to reduce delay, cost and complex- of the review, "it was clear from responses • Reducing the processing time for claim- Although Mr Mcintosh conceded that "ac-
1ty " to consultation that there existed a body of ants applying for government-sponsored fi- cess to civil justice needs improving," he

The Lord Chancellor lS head of Britain'S opinion in favor of some form of no-fault nancial aid for claimants who cannot afford warned that the "campaign for change lS SO
]udiciary scheme, that iS to say, a scheme in which to pay legal Costs vociferous it may go too quickly "

The independent advisory committee ap- compensation for injury is obtainable with- Calls for changes in England's legal system However, even if all the proposed changes
pointed to conduct the review included Sir out proving fault and is provided outside the have increased during the last 12 months are adopted, English manufacturers and
Kenneth Bond, vice chairman of the General tort system," the report states from both public campaigns and from the their insurers still will have less to fear than
Electric Co PLC, Robert Kerr, assistant The report recommends that the Lord legal profession Itself their U S colleagues, he noted
general manager of British insurance com- Chancellor "should consider, in consultation In particular, the efforts by up to 1,500 "I don't thmk we'll get the same problems
pany Guardian Royal Exchange PLC, rep- with the insurance industry, the feasibility alleged victims of the anti-arthritis drug in Europe (as in the United States) because
resentatives of consumer associations, and of a no-fault scheme, restricted to less seri- Opren to seek compensation through the En- of the general reliability of the judicial pro-
leading lawyers ous road accidents and financed by private glish courts have attracted substantial media cess," Mr Mcintosh said

Although the committee was limited insurance " coverage in the United Kingdom and He noted, for instance, that most civil
mainly to examining English court proce- According to the Civil Justice Review prompted Citizen Action to set up a Com- cases in Europe are tried before a judge
dures, its report suggests that the Lord committee, deficiencies in the English legal pensation Campaign, known as CITCOM, for rather than a ]ury and most European Judges
Chancellor's department, the government system include legal reform are "willing to hand out socially unpopular
department responsible for administering all • The cost of litigation, which "is often Although many of the claimants recently judgments" if that's what the law requires
higher courts in England and Wales, conduct quite disproportionate to the amount in- accepted an out-of-court settlement from Other reasons why awards in the United
further reviews into other ma]or aspects of volved in the claim Thus, the legal costs of Opren manufacturer Eli Lilly & Co of India- Kingdom are unlikely to equal those in the
the legal system both parties to a personal injury case which napohs, English Court of Appeals Judge Sir United States mclude the fact that the Brit-

For example, the report recommends that goes to trial often equal or exceed the dam- John Donaldson expressed dissatisfaction ish state welfare system provides compensa-
the present Lord Chancellor, Lord Mackay of ages recovered," the report states during the court proceedings with both the tion to injured people and U K courts can-
Clashfern, Institute "a separate study by one "Fear of costs lS one of the greatest deter- inability of the English legal system to cope not award punitive damages, lawyers say I

U.S. courts influence British reforms: Scholar
By STACY SHAPIRO If the changes are implemented, "we will go toward" the body who has to pay for the (American) judicial system "

U S judicial system, said Robin A G Jackson, director of For example, he said that, in theory, there is nothing wrong
LONDON-Changes to the English legal system currently Lloyd's of London underwriting agency group Merrett Hold- with depositions But for those who give depositions, the

under consideration may be derived from decisions made in ings PLC procedure is "time-consuming" and 4 4 nerve-racking," he
California courts 25 years ago, according to a British profes- However, Mayer, Brown & Platt partner Leo Herzel said he said, pointing out that thousands of hours can be consumed
sor of law does not think the contingency fee system will be introduced "to produce nothing '

"Ideas (in legal systems) nowadays move from the West to in England and Wales Mr Jackson noted one unidentified case in which millions

the East," said Basil Markesinis, Denning professor of com- Overall, the U S Judicial system was largely criticized by of pages of depositions were produced "It sounds wonderful
parative law at the University of London's Queen Mary seminar attendees in theory, but it is damned expensive "
College Mr Markesmis, the University of London law professor Class actions are also nice in theory, he said, but in fact the

"It takes 15 years for ideas to get from California to New who has spent several years examining and teaching the American public is suffering the "real cost" of these suits by
York and 10 years for them to come here from New York," U S legal system, told the Americans "I am intrigued, keeping lawyers constantly at work
Mr Markesinis said surprised and sometimes shocked at your legal system " Mr Jackson ls one of the defendants in antitrust litigation

However, he stressed that the English judicial system Mr Markesmis said he finds the U S civil justice system filed against the insurance industry by 18 state attorneys
should adopt only some aspects of the American legal sys- "immensely costly " He pointed out, for example, that for general in U S District Court in San Francisco and by the
tenn every dollar recovered in an asbestosis lawsuit, $1 59 is spent Texas attorney general in Texas state court Mr Jackson

Mr Markesinis was among the 40 people, including several on legal fees would not comment on the litigation at the seminar (see
American and British lawyers, to attend a London seminar And, awarding punitive damages, which is not allowed in story, page 1)
sponsored by the Chicago law firm of Mayer, Brown & Platt British courts, is "tricky and dangerous," he said "Why Mr Herzel of Mayer, Brown & Platt largely agreed with
earlier this month should extra money going to punish a defendant go to en- Mr Jackson about the advantages and disadvantages of the

The seminar, which turned into a debate over the advan- riching a plaintiff?" The U S ludicial system should follow U S legal system However, he said, "I have serious doubts
tages and disadvantages of the U S civil Justice system and West Germany's lead and donate punitive damage awards to that you can say one legal system is more efficient than
its influence on the British legal system, was held the same charities, Mr Markesinis said the other "

night that a consultative document reviewing the civil Justice Mr Jackson, who called himself "a consumer of the Amen- One U S lawyer suggested that one way that British un-
system in England and Wales was issued by a committee can judicial system," said that in theory the U S legal system derwriters and businessmen can circumvent the American
headed by Sir Maurice Hodgson sounds very good because the poor man is ]ust as entitled to Judicial system lS through arbitration clauses in insurance

The 181-page Civil Justice Review proposal recommends his day in court as the rich man and reinsurance contracts The clauses should state that all

major changes in the English legal system, which is used in However, he pointed out, America's founding fathers disputes must be settled through arbitration m Britain
England and Wales The changes would make it easier and "didn't realize how rapacious American lawyers would be- However, Mr Jackson said that in disputes between ceding
Dheaper for claimants to sue (see related story) come" insurers and reinsurers, many times both parties try to get

The proposed changes include adopting a contingency fee Mr Jackson said that as a Lloyd's non-marine underwriter around arbitration clauses in order to litigate And many
system Contingency fees currently are not allowed in En- he has "been in the trenches" as a defendant, plaintiff and arbitration proceedings, including two or three in the United
glish and Welsh courts expert witness in U S cases, so his "perspective is as some- Kingdom, are becoming mini-trials, he said .
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Lloyd's Council appraises operations
By CAROLYN ALDRED

LONDON-The Council of Lloyd's will
discuss fundamental changes in Lloyd's of
London's business methods and membership
requirements this year, Chairman Murray
Lawrence says in the Corporation of Lloyd's
annual report.

Issues the council is likely to confront in
1988 include:

• The impact of an electronic network
being set up by Lloyd's in partnership with
Lloyd's Insurance Brokers Committee, the
Institute of London Underwriters and the

Policy Signing and Accounting Center.
The electronic network is designed to cut

down on paperwork and reduce the time it
takes to place policies and pay claims.

"There can be no doubt that the facility
has the potential to alter fundamentally our
trading methods," Mr. Lawrence says.

• The creation of a single Eutopean insur-
ance market by 1992, when cross-border in-
surance placement among European Com-
munity member nations will be allowed (BI,
May 16).

"A free community market for insurance
will act as a potent impetus for our market-
place," Mr. Lawrence said.

"In addition, there may well be a need
for change in the traditional methods used
for the transaction of some classes of busi-
ness: The council will consider these care-

fully on their merits," Mr. Lawrence stated.
• A review of the market's capital base.
"The council believes that (members') de-

posits and means requirements should be
strengthened and, later this year, it will give
careful consideration to recommendations

arising from a review of this topic and re-
lated issues," said Mr. Lawrence.

Meanwhile, the Lloyd's Council has com-
missioned London consultant and account-

ing firm Peat Marwick MeLintock & Co. to
study the costs incurred by underwriting
agencies complying with regulations intro-
duced under the Lloyd's Act of 1982.

eBC
·conference ·
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The regulations, among other things,
greatly increased the amount of information
underwriting agencies must distribute to
their members.

The annual report notes that the Corpora-
tion of Lloyd's operating revenues for the
year ending Dec. 31, 1987, increased 15.1% to
140.7 million pounds ($264.5 million) in 1987
from 122.2 million pounds ($180.9 million) in
1986, while pretax operating surplus in-
creased 32.3% to 20.5 million pounds ($38.5
million) from 15.5 million pounds ($22.9 mil-
lion).

Lloyd's Central Fund, which would pay
policyholders' claims if members' funds
proved inadequate, fell 8.9% to 254.4 million
pounds ($478.3 million) in 1987 from 279.2
million pounds ($413.2 million) in 1986.

The fall was partly due to payments of 50.5
million pounds ($94.9 million) related to the
settlement among Lloyd's, outside com-
panies and members of loss-riddled syndi-
cates formerly managed by PCW (Under-
writing Agencies) Ltd.

In addition, the report points out that an
additional 22.2 million pounds ($39.5 million
at current exchange rate) of the Central
Fund's assets has been earmarked for mem-

bers' underwriting deficiencies in regard to
PCW syndicates, while 1.8 million pounds
($3.2 million) has been earmarked for defi-
cits from other syndicates, including those
formally managed by Oakeley Vaughan (Un-
derwriting) Ltd.

The October stock market crash caused the

Central Fund's investment income to decline

by 83.9% last year to 6.2 million pounds
($11.7 million) from 38.6 million pounds
($57.1 million) in 1986.

London

Insurer stocks climb

Stock prices of many British insurance

Business Insurance readers are as

involved in communicating
employee benefits as they are in

plan design, cost control and
administration. In recognition of the
importance of this activity, Business
Insurance sponsors the EBC Awards
Competition and Conference
annually.

In August this year, Bl readers will
receive lwo exciting benefits
features: the EBC issues. The first

announces and profiles the winners
of the prestigious EBC Awards
Competition, The second delivers
industry news and trends: a report
from the EBC Conference.

Advertise in Business Insurance's

August 1 and 15 issues and reach
146,062* active involved and

influential executives 1wice, for

double impact. Call today!
'Incucles pass-along.

New York

220 East 42nd St. NY 10017

212/210-0228

companies rose earlier this month following
the publication of a stock analyst's report
that British companies are potential acqui-
sition targets by European insurers.

"The U.K. is the only major European
market where unfriendly takeovers are rea-
dily achievable," according to the report
published by County Natwest Securities
Ltd.

The dismantling of insurance trade bar-
riers between European Community member
nations, scheduled for 1992, is already caus-
ing substantial corporate activity in Europe
with many insurance companies looking to
establish footholds in other EC nations (BI,
May 16).

"Historically, most European insurance
companies have tended to concentrate on
their domestic markets. Now, the opportu-
nity to participate in a much larger market is
pushing group's such as Italy's Generali,
West Germany's Allianz and the leading
French and Swiss companies, toward the
creation of pan-European groups," analysts
Chris Pountain and Simon Willis state in the

report.

PWS profits drop
The strong British pound and the softening

commercial property/casualty insurance
market have cut profits at Lloyd's of London
broker PWS Holdings P.L.C. for the six
months ending March 31.

Pretax profit fell 51.1% to 2.2 million
pounds ($4.2 million at March 31 exchange
rate), compared with 4.5 million pounds
($7.3 million at appropriate exchange rate)
for the same period last year. Meanwhile,
revenues also fell slightly to 9.1 million
pounds ($17.3 million) from 9.8 million
pounds ($15.8 million).

"The sharp decline (in profits) is due prin-

eBC aUGUST 1

Employee Benefits Communication
- the August 1 issue profiles the
award winning programs from the
1988 EBC Competition, recognizing
oulstanding achievement in
communicating benefits programs.
This issue will be distributed at the

EBC Conference, August 1 and 2 in
New York Cily. Be with the winners.
Advertise in the August 1 issue.
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Chicago
740 Rush St. IL 60611

312/649-5276

Los Angeles
6404 Wilshire Blvd. CA 90048

213/651-3710

cipally to the combined effect of the strength
of the pound against other currencies, es?e-
cially the U.S. dollar, which has reduced
our profits by approximately 1.4 mill.on
pounds ($2.6 million), and very competiEive
conditions in the insurance market," said
PWS Chairman Ron Peet.

Comings and goings
Merrett Underwriting Agency Manage-

ment Ltd. has appointed former CIGNA
Corp. underwriter Gerry Olijslager as
property underwriter of its new Lloyd's sin-
dicate 1068.

Sedgwick Group P.L.C. has appointed
Bryan Cooper as director and chief execu-
tive of its Isle of Man captive management
subsidiary, Sedgwick Group Management
Services Ltd. Mr. Cooper replaces Michael
Linck, who is retiring but will remain a
non-executive director. Mr. Cooper will be
supported by David Vick as manager of the
company.

Lloyd's broker Gibbs Hartley Cooper Ltd.
has appointed three senior brokers in its
newly formed reinsurance division: Mike
Bishop named joint managing director of
the division, while Keith Walker and Mor-

ley Speed have been named directors.
Messrs. Bishop, Walker and Speed formerly
were Golding Stewart Wrightson executives,
prior to its acquisition by London broker
Willis Faber P.L.C

Robin Etheridge has been appointed a
director of English & American Under-
writing Agency Ltd.

Robin Snook will retire as deputy man-
ager of the Mercantile & General Reinsur-
ance Co. at year-end, after 41 years with the
company.

Mr. Snook will be replaced by John Aus-
tin, who is currently assistant general man-
ager.

Mark Boucher has been appointed man-
aging director of the captive insurance divi-
sion of Alexander Howden Group Ltd. I

eBC aUGUST 15

Employee Benefits Communication
- the August 15 issue reports on
the EBC Conference. Experts offer
insights and ideas on the problems
facing every benefits professional.
This feature also covers

communication trends shaping the
multi-billion dollar employee
benefits industry. Advertise in the
August 15 issue.
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Antitrust suits 1

Update.....-.-'It's in your interest to consolidate your
mtinued from page 1

presentations because the more pages youould beef up the conspiracy
arges " file, the less attention paid per page,' Judge
Attorneys general from 18 states Howden judge disqualified
ive filed Suit in U S District William W. Schwarzer told defense

Continued from page 2
)urt in San Francisco against attorneys during a pretrial conference. 1977, according to a spokeswoman for the Serious Fraud Squad'operty/casualty insurers, rein- The pretrial hearing, which started in early June and was sche-rers, trade organizations, bro- • duled to end Thursday, will decide whether prosecutors have aTs and individuals, alleging that strong enough case against former Howden Chairman Kenneth Ve defendants conspired to ma- outline your specific summary included in US antitrust litiga- Grob, former Lloyd's underwriters Ian R Posgate and Colin Hart,pulate the U S commercial lia- judgment concerns and develop tion and former Howden Director Jack H Carpenter The defendantslity insurance market very specific questions Then, di- It's in your interest to consoli- are charged with various criminal offenses including theft, conspir-
A similar suit filed by the Texas rect your discovery at those ques- date your presentations because acy and dishonesty in dealing with Howden and Lloyd's syndicatestorney general also is pending in tions only so that we avoid piece- the more pages you file, the less at- (BI, June 13)
;tate court in Austin meal motions," the Judge said tention paid per page," Judge The defendants were first accused in 1982 by Howden and parentrhe attorneys general's SuIts ln- • Responses to the motions will Schwarzer quipped "However, a Alexander & Alexander Services Inc of misappropriating $56 mil-ide allegations of "boycott, coer- be due on April 28, 1989 During 25-page limit does not mean that lion of Howden and Lloyd's underwriting funds
m and intimidation"-acts spe- the time between the filing of mo- ceiling will become the floor for all Criminal charges agamst former Howden Finance Director Allan
fically barred by the tions and responses, both sides briefs," he said, adding that he Page, which Magistrate Mallinson dropped during the pretrial
]Carran-Ferguson Act, the 1945 would be able conduct further dis- would welcome briefs that were hearing, will not be reinstated when the hearing is repeated this
w that gives insurers limited lIn- covery shorter than 25 pages week, said the fraud squad spokeswoman
inity from federal antitrust • Replies to these responses will The judge also ordered that dis-
X/S be due on June 16, with pretrial putes over discovery will be han- B.A.T. sues over blocked bidrhe suits, which are largely hearings beginning on July 7 dled via telephone conference
antical, charge that defendants • Briefs will be limited to 25 calls This will limit the amount of LOS ANGELES-B AT Industries PLC and its US subsidi-
ispired to eliminate the occur- pages each time spent in court as a result of ary, Batus Inc , are suing the California Insurance Department overice-based commercial general 11- To minimize the number of discovery disputes, he said its ruling last week blocking the British conglomerate's proposedIlity insurance policy drafted by briefs, Judge Schwarzer also or- By limiting discovery to whether acquisition of Los Angeles-based Farmers Group Inc
' Insurance Services Office Inc dered the defendants to break the defendants' alleged actions The suit, filed Wednesday in Los Angeles Superior Court, alleges
d to exclude all pollution cover- down into groups with similar con- were exempt from antitrust laws, the department's action, based on an interpretation of a state law,
3 from both the occurrence and siderations, such as insurance Judge Schwarzer limited the de- is unconstitutional because it inhibits interstate trade without de-
ims-made CGL forms company defendants, reinsurer de- fendants' quest to obtain addi- monstrating a legitimate local need
dmong the pretrial orders made fendants and trade association de- tional documents from the attor- Insurance Commissioner Roxani Gillespie, citing state law, ruledJudge Schwarzer at Thursday's fendants neys general that BAT was more than 10% owned by government entities andiference The judge then told each group One defense attorney estimated thus not eligible to own or operate an insurer in California
D All pretrial motions must be to file one brief on issues relating that the attorneys general have an However, Batus contends that no single government agency or
ad by Dec 16, giving both sides to the McCarran-Ferguson Act, one additional 55,000 pages of disco- pension fund owns more than 2% of its parent company
, next six months to conduct dis- brief on the issues of state antitrust very documents that they have not B A T has offered to buy Farmers for $4 5 billion, or $63 per
iery laws and one brief on whether yet turned over to the defendants share Farmers' stock was trading at $56 88 late last week
'I would instruct defendants to British-based defendants can be Contznued on next page

Blast caused $100 million loss
guling in LTV pension dispute NEW YORK-The explosion at a Henderson, Nev, rocket fuel

plant last month is estimated to have caused $100 million in
insured property damage to surrounding structures

uts burden of proof on PBGC The Property Claim Services division of American Insurance Ser-
vices Group Inc reported that insured property damage to busin-
esses and homes in Henderson totaled $40 million, damage to
buildings and vehicles in Clark County totaled $10 million, and

By STACY ADLER plans were terminated ma]or damage to schools, factories and commercial structures
The PBGC charged the new plans were an illegal amounted to $50 million The incident was assigned Catastrophe

VEW YORK-The Pension Benefit Guaranty Corp continuation of the old plans (BI, Sept 28, 1987) No 56 by PCS
i force LTV Corp to restore three massively under- The terminated plans, which cover about 100,000 re- Estimates of the damage to the plant and a nearby marshmallow
ded pension plans if it proves that the financially tirees, were underfunded by approximately $2 billion factory destroyed in the explosion are unavailable (BI, May 9)
ubled steel producer can afford to re-assume the when LTV filed for bankruptcy m 1986 American International Group Inc wrote both property and ha-
ins' liabilities, a federal district court ruled last Judge Sweet's ruling offered mixed blessings for bility insurance for Pacific Engineering & Production Co, which
ek LTV and the PBGC owned the plant
lowever, Judge Robert W Sweet of the U S District The PBGC was pleased that the Judge upheld the
urt for the Southern District of New York in Man- federal agency's ability to restore terminated pen- Orion, Guaranty near merger.tan denied the PBGC's motion for a summary Judg- sion plans-even to companies that have filed for
nt ordenng the steelmaker to restore the plans, say- bankruptcy NEW YORK-Orion Capital Corp and Guaranty National Corp
the PBGC acted in an "arbitrary and capricious" In LTV's favor, Judge Sweet said the PBGC did not have agreed to merge subject to Guaranty National stockholders'

nner in returning the plans to LTV last fall show a "factual or legal" basis for restoring the ter- acceptance of Orion's $875 a share offer
udge Sweet said the fact that LTV has created new minated pension plans The merger agreement replaces an Orion offer to buy all out-
ision plans is not by itself proof that LTV, which "The PBGC failed to set forth adequately a basis for standing stock for $825 a share That offer prompted three class-
, filed for reorganization under Chapter 11 of the its conclusion that LTV Steel's financial condition had action suits by Guaranty National shareholders, who held that the
; Bankruptcy Act, can afford to maintain the old improved in ways that were not foreseeable at the tender offer was too low Plaintiffs' attorneys have agreed to drop
ns time of termination and that could reasonably be at- the suits in light of the new offer
n the meantime, administration of the terminated tributed to long-term factors," said Judge Sweet m Orion already owns 49 8% of Guaranty National Non-Orion
ns will shift back to the PBGC, the federal agency his decision stockholders of Guaranty National are expected to vote on the pro-
t insures pension plans The PBGC ordered LTV to Raymond A Hay, chairman and chief executive offi- posal in late September If shareholders approve the merger, Guar-
ume administering the plans in September cer of LTV, said he hopes the decision would cause anty National would remain a separate entity with its own manage-
BGC Executive Director Kathleen P Utgoff said the PBGC to "abandon its htigation and begin serious ment, said Alan R Gruber, Or·ion's chairman
agency "is considering other legal steps to re- negotiations of its claims in bankruptcy " New York-based Orion Capital's insurance subsidiary, Orion

,e the issues of this case and relieve the uncertainty Last month LTV proposed a reorganization plan in Group, writes specialty property and casualty business Guaranty
acl by retirees" of LTV The PBGC has the option of which the steelmaker would make a "substantial" National is an Englewood, Colo -based insurance holding com-
irning to the court after conducting additional payment to the PBGC to partially satisfy the pension pany
'-finding, appealing the ruling to a higher court or plans' $2 billion of unfunded liabilities
h The proposed payment is larger than the PBGC's his- Briefly noted1 September 1987, the PBGC ordered LTV to re- torie recovery of 7 cents per $1 of liability m un-
ie administering the pension plans after the com- derfunded plans that agency has taken over, LTV says San Mateo County Superior Court Judge John J Bible has denied
y, as part of a collective bargaining agreement with In return for this payment, the three plans would a request by Aerojet-General Corp. to reconsider his May 25 deci-
United Steel Workers Union, established new pen- remain terminated (BI, May 9) sion that government-mandated hazardous waste cleanup costs are
i plans that restore to union members certain non- The PBGC, though, already has re]ected the pro- not covered by comprehensive general liability policies (BI, June
:C-guaranteed benefits that were lost when the old posed reorganization plan . 13) Aerolet is now seeking appellate court review of the deci-

sion The MacArthur Co and Western MacArthur Co of Minne-

BIS vendor omitted from B/ directory apolls are seeking U S Supreme Court review of the Manville
Corp. reorganization plan, challenging bankruptcy court ap-
proval of more than $700 million in asbestos bodily inlury claim
settlements negotiated between Manville and 29 insurers'he following company was be used to communicate benefit pro- • FLX Discriminator, $3,750, un- The

itted from the directory of em- grams to employees bundled hardware and software, first European Community Council has ratified the EC's directive on
yee benefit information systems • The Enroller $1,395, unbundled installation, 1988, two total installa- freedom of insurance services allowing cross-border placement
t appeared in the May 30 issue hardware and software, personal tions, functions include Section 89 of commercial insurance (BI, May 16) The Environmental
Business Insurance computer, first installation, 1986, 19 testing and administration Protection Agency has proposed adding 229 hazardous waste sitestotal installations, 12 employee ben- Staff: Five total staff members, -including 14 sites owned by the federal government-to its SU-X Corp. efit department installations, func- three professional staff members

perfund list, bringing the total number of sites to 1,177 The EPAtions include management of plan en- Clients: 25 total clients 12 em-523 McDan,el Dr,ve, West
also dropped 30 sites from the list An attorney for the govern-:hester, Pa 19380; 215-696-6600 rollment, providing benefit selections ployee benefit department clients,

to employees, generating status re- 85% with less than $200 million in ment of India says any settlement that Union Carbide Corp
ear founded: 1985 ports, enrollment forms and tax 11- gross revenues, 10% $200 million- reaches with victims of the December 1984 Bhopal poison gas di-
0Rware products: lustrations, can be used to communi- $500 million, 5% $1 billion-$3 5 saster without the government's approval would be unacceptable
FLX spending Series Two cate benefit programs to employees billion and invalid A Vietnam veteran has filed a new Agent Orange,000-$20,000, unbundled hard- • COBRA Administrator $1,395, User support: User groups and class-action suit in Texas state court on behalf of those veterans

re and software, personal com- unbundled hardware and software, meetings, telephone assistance avail- who did not know they had been injured by the chemical defohantter, first installation, 1985, 25 personal computer, first installation, able 81/2 hours per day
at the time of a May 1984 settlement between 60,000 veterans andal installations, 12 employee ben- 1987,21 total installations, 11 em- 1987 gross revenues: Not re-

department installations, func- ployee benefit department installa- ported seven Agent Orange manufacturers (BI, May 14, 1984) The suit
is include administration of flexi- tions, functions include providing Principal officers: Ed Hughes, seeks $15 million in compensatory damages and $50 million in pu-
benefit plans, flexible spending COBRA compliance and claims ad- president, Karen Fitting, director- nitive damages
ounts and 401(k) allocation can ministration marketing .
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Antitrust suit "What's tne point of getting more information about a con- and conspired to boycott writing CGL coverage
spiracy unless we establish that a conspiracy would violate "Anti-consumer revisions were made in the ISO CGL for

Continued from page 33 the McCarran Act?" the ludge asked as the result of illegal conduct of the defendants," says 1
Another defense attorney told the court that the defendants In additicn, the Judge refused to order that all evidence in plaintiffs' status conference statement

have sufficient documentation if the case is limited to the case be kept confidential Instead, he directed the parties "A conspiracy between ISO and other defendants to st:
whether the insurers' alleged actions are not sublect to anti- to draw up a list of documents they believe include trade dardize both 'umbrella' and excess insurance forms also
trust statutes secrets and said he would then rule whether these documents alleged "

"I believe the defendants' position is that if the complaint could be released However, the defendants' conference statement points (
of violation of antitrust is all we have to defend, then we The deferdants maintain that the documents they are seek- that "what defendants will dispute-and vigorously-are 1
think we can demonstrate that the conduct alleged in the suit ing from t -le attorneys general primarily contain "third- inaccurate characterizations placed upon their activities
falls within various provisions of antitrust laws," said Ste- party" information-information that was obtained by sub- the plaintiffs and the legal conclusions the plaintiffs atten
phen M Axinn of the New York law offices of Skadden, Arps, poena or through interviews conducted by the plaintiffs in to draw "
Slate, Meagher & Flom their investigation The defendants' statement concedes that communicatic

Mr Axinn is representing General Reinsurance Corp, The attorneys general pointed out in their status confer- among the defendants concerning the CGL forms did t:
which is named in the suits ence statewent that they were making every effort to produce place and that "sometimes strongly stated views were,

"However, if things will be brought up in addition" to the the information pressed by interested parties regarding various aspects of
antitrust exemption, "we would like to be able to discover The attorneys general's statement also charges that while forms under consideration " However, the statement cc
information now because we don't want to waste the court's the defendants are awaiting discovery Information from the tinues that this "dialogue was public, intense and encoural
time because we might need additional proceedings" to ex- plaintiffs, the insurers have not yet provided any documents or even demanded by the state insurance regulators
amine evidence supporting those allegations, he said to the plaintiffs In addition, the insurers' statement requests that

"If lt turns out that the turnover of additional material In addition to clashing over the production of documents, plaintiffs "provide more specific factual submissions 01
does not produce new evidence, then we will be comfortable the insurers and attorneys general also disagree over the defendant-by-defendant basis and identify the proof,,
that no additional charges will come up in trial," he contin- facts in the case tained during the two-year pre-complaint investigatio

ued, trying to convince the court to order the delivery of the While bcth sides agree that the focus of the suit is on the upon which they base their generalized allegations of" b
information activities related to the development, filing and state regula- cott, coercion and intimidation

However, Judge Schwarzer reiterated that discovery would tory revie N of ISO's commercial general liability policy However, the plaintiffs argue in their statement that
be limited to topics related to the antitrust exemption, not forms, the5 disagree on whether defendant insurers and rein- insurers' arguments "beclouds plaintiffs' case, which is F
the attorneys general's coercion or boycott charges surers illegally made anti-consumer revisions to the forms with great factual specificity "

Judge in antitrust litigation moves quickly
By DONNA DiBLASE in this room is overwhelming," he opportunity" to prove its case, ob- busy room reminded her of the The busy scene quickly camE

ooserved served Thomas Greene, a deputy huge asbestos coverage litigation order as Judge Schwarzer ente
SAN FRANCISCO-U S District About 100 people-mostly law- attorney general for the state of proceedings of recent years the courtroom After asking

Court Judge William W Schwarzer yers and a few reporters-attended California and the administrative At the front of the courtroom, on brief Introductions from princi
promises to expedite the massive the June 23 hearing, held in the liaison counsel for 18 attorneys both the defendants' and plaintiffs' lawyers for each side, he noted t
antitrust litigation filed by state "ceremonial courtroom" in U S general who have filed antitrust sides of the room, five rows of he had searched all of his affi
attorneys general against the prop- District Court in San Francisco actions in the federal court three chairs each were neatly ar- tions with either side represen
erty/casualty insurance industry Following the two-hour confer- Mr Greene led the discussion for ranged Between each block of in the case to document that

Presiding over a pretrial status ence, the cavernous room was the plaintiffs during the confer- chairs were four huge polished bias would result from his pret
conference in the litigation, he f-lled with loud chatter about the ence wood tables surrounded by high- ing over the case

quipped to the more than 50 law- smoothness of the proceedings One defense attorney added that backed leather chairs-two tables "The only connection I co

yers representing both sides that Overall, attorneys for both sides "we're very pleased with the Judge for the defendants and two for the find was a homeowner's poll
"I'm not going to ask everyone here expressed satisfaction with the The direction is very efficient and plaintiffs written by Allstate Insurance

to state their names because then Jidge assigned to their case will ensure that we don't spend too In addition to these seats, attor- of Northbrook, Ill, one of the

we'll be here all morning " For example, "this judge is one much time in discovery on the neys for each side also filled in surers named in the lawsuits
And, in reaction to arguments by cf the most renowned in the coun- case - seats in two Jury boxes on each said

both sides over the delivery of try in terms of managing discovery Before the proceedings started, side of the room Other attendees And, throughout the proc€

plaintiffs' documents to the defen- The pretrial schedule is an effort to attorneys milled about the room, were instructed to fill the pews ings, Judge Schwarzer mad,
dants, he directed limited pretrial narrow the issues m the case and it meeting and greeting colleagues close to the front of the court clear that all of his orders w

discovery "The ticking of meters will give the insurance industry an One attorney observed that the room made in the spirit of efficiency

McCarran-Ferguson proposal

7 nsumpe-seawicesTgIdEm Continued from page 1 week

past losses and other economic and social factors in Under a rule established by House Speaker

·*:57' .Aei,#F<%·,f.. , order to project future losses and establish rates Wright, D-Texas, any bill cannot be considered b>
- "I'm totally convinced" that the result of eliminating full House of Representatives this year unless it r,

insurers' antitrust exemption would "be a lessening of ported out of at least one committee by July 1
competition," said Dennis Hoffmann, president of However, there could be exceptions to this rule,

1988 CATALOGUE
AFFORDABLE VIDEO IDEAL FOR... John Deere Insurance Group Inc in Moline, Ill gressional observers point out
Insurance, Health Care & Benefits It would "be a burden to our company," he added The legislation was approved by the subcomm

CARPAL-LOCK • Full service from scnpts to duplication John Deere Insurance Co, the property/casualty divi- largely along party lines lust several days aft,
• Award-winning computer graphics modules sion of Deere & Co, reported $160 million in net writ- was crafted by Rep Jack Brooks, D-Texas, who 1.

It prevents Carpal Tunnel • Inexpensive tomodify or update ten premium volume in 1987
Writeon your letterhead for FREE demo tape

pected to become chairman of the House Judx

Syndrome ,9 Benefit Productions, Inc , 3540 Middleheld Rd ,
Risk managers, too, cnticized the proposal Committee next year after current Committee C]

I Menlo Park, CA 94025 (415) 365-4566 The bill is an "overly simplistic approach to a com- man Peter Rodino, D-N J, retires (BI, June 20)
PROFLEr plex problem,' said Richard Heydinger, director of The bill would amend the McCarran-Ferguson

BACK SUPPORT
risk management for Hallmark Cards Inc in Kansas the 1945 federal law giving insurers limited immi
City, Mo, and president of the Risk & Insurance from federal antitrust law and granting states prii

The industrial back support CLAIMTRACK Management Society Inc regulation of the industry

that works
The proposal which was approved June 15 by the According to Rep Rodino, the McCarran-Ferg

1 House Monopolies and Commercial Law Subcommit- exemption "has placed the insurance industry in

PROFLEX™ Claim Management System for tee, would make vored categoi

• RISK MANAGERS • subject to anti- 1 other maloI

WRIST SUPPORT • SELF-INSURERS •
trust law 'Tampering with McCarran-Ferguson is not going dustry enl

• Insurance Anti-compet

It fits like a glove Supports Auto, GL, Work Comp, Property price fixing or the to address the volatility of the practices cl¢

Comprehensive, Easy to Use, $1900 development and affordability/availability cycles, if that's what prohibitec

(415) 632-2200 Single or Multi-User publication of re- other mal 01

DARRELL HEPPNER RISK MANAGEMENT Call or Wnte' Univemal Business Concepts
commended rates Congress is trying to do,' says Jon Harkavy, dustries-inc

154 Sunnymde Dr, San Leandro, CA 94577 169 Edgewood Ave and the sharing of director of governmental affairs for RIMS. ing price fi

Longmeadow, Ma 01106
data regarding and market

{413) 567-9185
expenses and . - cations-are

profits touched by
However, the bill would still allow insurers to share eral antitrust enforcement "

WORKERS' COMPENSATION RISK MANAGEMENT SVSTEM information on paid losses and incurred-but-not-re- And, because "the Industry does not perform co
ported losses titively, it ts the consumer who suffers," he said

FOR SGU INSURIDS, TPR'S, ASSOCIRTIONS AND CIRRIeRS • Tying the sale of insurance to any unrelated insur- recent years, sharply escalating rates have price
ance product surance out of the reach of thousands of Americar

•PREPARESSTATEREGULATORYREPORTS&FORMS •TRACKS RESERVES • Allocating specific markets or customers among However, risk managers, insurers, brokers and

• HANDLES MULTIPLE EMPLOYERS • PROCESSESCLAIMPAYMENTS &CHECKS competing insurers industry observers say that amending McCarran

•CALCULATES BENEFIT AMOUNTS • PERFORMS ON LINE INQUIRIES
• Activities that would force competitors out of spe- guson is not the right way to address the volatil

•ADJUSTSBILLSAGAINSTMEDICALFEESCHEDULES •MANAGEMENT & AD HOC REPORTS
cific markets the insurance cycle

The bill also would
• PROVIDES SAFETY AND OSHA REPORTS • MONITORS CLAIMS DUE REVIEW

"Tampering with McCarran-Ferguson is not go}
• Allow companies with more than $20 million in address the volatility of the affordability/availa

VALUE LEADERS IN RISK MANAGEMENT SOFTIURRE
annual premiums to engage in joint loss trending acti- cycles, if that's what Congress is trying to do," sai

INSTALLATIONS FROMCOASTTOCOAST • CALL FORA FREE DEMODISKETTE
vities for three years after the proposal's enactment Harkavy, director of governmental affairs for RII
Insurers with less than $20 million in premium could New York

INSURANCE SOFTIURRE PRCHAGES, INC.
engage in loss trending for five years after enactment Although RIMS does not have a specific positi

5118 N. 56TH ST, TAMPA Fl 33610 800-237-8133 (US) 813-621-6069 (R) 212·608-1674 (NY)
• Give the Federal Trade Commission and the Jus- the legislation yet, Mr Harkavy noted that "thc

tice Department authority to investigate possible in- mary focus of (the bill) seems to be rates," alth
surer antitrust violations advisory rates "have not been particularly at

The bill had not been scheduled for consideration by by the industry "[XE? flirmroliz) 1]EZIm-3,5m 8 6}3 1[IKIPTZ&18 91*2%%r# (#IE#IE
(pri#,AR (ZEIESZD (111156 RE GlfED @ZE]J (EME]23), SZ:EiS) (ZES'f» the full House Judiciary Committee as of late last Mr Heydinger said that even if McCarran-Fer;

week, but there's a possibility that the bill could be had been repealed before the 19805, "there woit:3553(El¤)(2E>*Sli) taken up by the Judiciary Committee as early as this Continued on ne:rt



.ife/health insurers thrown in with the wash " surers' ratemaking process because -rates
Mitinued from page 1 "Until a lot more antitrust lawsuits are are set based on a group's claims experience I' . 61/.I; 'I/*£14'-Rial/:,6/1/il<

brought to court, like the current ones by and the insurers' expenses to administer theirelated insurance product could hurt the state attorneys general, we won't know" the plan," added Joseph Chrostowski, groupie/health insurance industry effects of McCarran-Ferguson amendments practice leader with The Wyatt Co in New"This is of concern to us because group on life/health industry, said Roy Woodall, York
'alth and life insurance often are sold to- executive vp of the National Assn of Life "While the changes currently being dis-·ther If you buy group health, you buy Companies, a Washington-based trade orga- cussed don't constitute a repeal of McCar- I 440oup life from one insurer," explained a nization I

,okeswoman for the American Council of ran-Ferguson, the laundry list of changes
The life/health insurance officials noted throws into question a lot of activities that I 435

ife Insurance and the Health Insurance they are not greatly concerned about restric- now are strictly being regulated by the .....1
ssn of America in Washington tions on the sharing of loss and profit data states, such as guaranty funds and risk pools 1430 1 S

And, life/health insurers fear that any and the development of recommended rates for the uninsured," added Stephen 8

tange in insurers' antitrust immunity because life/health insurance premiums are Schneider, director of government affairs for 425

ould inevitably lead to antitrust law- calculated far differently from property/ca- Evanston, Ill -based Washington Nationalits, including litigation like that filed sualty insurance rates 420 i
Life Insurance Co

,ainst the property/casualty industry by 19 Instead of using an industrywide rating "These changes will make no progress to-ate attorneys general (BI, June 20, March bureau to set recommended rates, life insur- ward problems being faced by the industry, 415

ers use mortality tables or other historical such as the tort crisis and rising health care
Life/health insurers concede that their Information compiled by various industry costs," Mr Schneider said 410 . . 1
action to proposals to amend McCarran- organizations, like the Society of Actuaries, Many in the life/health industry stress that #22$* 42 4, 4,. a·rguson have been muted compared with to develop their rates changes to McCarran-Ferguson will inevita-e cries from the property/casualty indus- This data probably would not be sublect to bly lead to antitrust litigation against life/

antitrust laws under the proposal passed by health companies as well as property/ca- Insurance industry stocks climbed for the fifth'There is concern in the (life/health) m- the House subcommittee sualty Insurers consecutive week, as the Business insurancetry, but it has not been voiced very In addition, health insurers determine "Our biggest fear is that repealing McCar- index jumped 1.7 points to 440.9 on June 23,dly," observed William F Mullin, group rates based on the prior year's claims ran-Ferguson will open the industry to a from 439.2 on June 16..Advancing issues weregovernment and industry relations for experience of a particular group, plus ad- barrage of lawsuits," said the ACLI/HIAA led by NAC Re Corp., up 8.7%; Fireman's FundN York-based Metropolitan Life Insur- ministrative costs Individual health poli- spokeswomane Co
cies are priced based on health care cost in- Corp., up 7.6%; Baldwin & Lyons Inc., up 6.7%;

"Our greatest concern in the life/health in- ITT Corp. (Hartford Insurance Group), up 4.7%;Certainly our concerns are not as strong nation and other actuarial factors such as dustry" lS that litigation, like claims dis- Sears, Roebuck & Co. (Allstate Insurance Co.),the property/casualty industry's since the the age and health condition of each policy- putes, that life/health insurers have already up 4.2%; and AVEMCO Corp., up 4%. Decliningpact of the proposed changes clearly holder defended would be refiled "to make sure we issues were led by Aneco Reinsurance Co. Ltd.,buld impact that segment of the indus-
, more heavily," Mr Mullin explained "Most life/health insurers develop rates didn't violate antitrust laws," said James S down 12.1%; Farmers Group Inc., down 7.3%;

internally based on experience under a par- Matthews, second vp and assistant general The St. Paul Cos. Inc., down 5.896; Re Capital'What is the most unsettling is that we ticular type of business, plus the cost of ex- counsel for the group insurance operations Corp., down 4.8%; Tokio Marine & Fire Insur-ve yet to perceive any reason why the law penses to do business However, they do of Northwestern National Life Insurance Co ance Co. Ltd., down 4.2%; and USF&G Corp.,s to be changed," he added make some use" of shared data like mortality in Minneapolis down 3.896. Issues showing the most activity)ne life/health insurer executive added tables, explained Laurence McCarty, vp for Consequently, the time, money and other during the period were: Farmers Group Inc., 4.2re are kind of frustrated because the move governmental affairs at Prudential Insur- resources expended by insurers to defend million shares traded; USF&G Corp., 3.8 millionreform McCarran-Ferguson is sort of ance Co of America in Washington antitrust litigation would mean higher costs shares traded; and Sears, Roebuck & Co. 2.8Eng driven by problems in the property/ Amending the McCarran-Ferguson Act and reduced service for policyholders, he million shares traded. The Business insurance:ualty industry and we're ]ust being would not significantly affect life/health in- said • index gained a slight 0.4% for the period, lag-

IcCarran-Ferguson proposal ging behind the leading market indicators: The
Dow Jones 30 Industrials gained 2.696; the

nt:nued from prevzous page Standard & Poor's 500 gained 1.996; and the
man

ve been an iota of difference in the hard market " New York Stock Exchange Composite rose
Mr Ruoff also pointed out that although the bill allows the FTC 1.7%.'I just don't think that what they're doing will make a material and the Justice Department to investigate antitrust violations, it

ference" in insurance rates, agreed Norman Chanzis, director of does not say how the federal government will gather the informa-k management for American Standard Inc m New York tion for its investigations, possibly opening the door to federal re-n addition, insurers and brokers say Rep Brooks' proposal would porting requirements for insurers 1 Week

ually reduce competition m the property/casualty industry and June 23

Brmsh issues

And, if insurers had to approach the FTC or the Justice Depart- P,lce P/E Div. Yield High-Low
.sibly could increase the number of insurer insolvencies CompS penek pen(W % penipente

ment for safe harbor rulings about every potential antitrust viola- Commt Union 400 15.2 219 5.3 407-400The most troublesome part of the bill" lS the prohibition against tion, it would throw a significant delay into an insurer's ability to GenI Accident 908 105 479 51 908-895

s trending activities, said Charles L Ruoff, senior vp of stra- react to the marketplace, RIMS' Mr Harkavy commented G(*,Royal Exch 973 14 5 55 2 56 973-927
ie planning for Fred S James & Co Inc in New York He also pointed out that "state insurance commissioners are going RO 420 111 26.4 6.1 42017

Ar Ruoff explained that if insurers cannot engage in trending to lealously guard their turf " Sun Amanol 995 16.2 431 42 995-985

ivities, they may not enter new lines of business, thereby reducing If state insurance commissioners perceived that their power to reg- Brokersnpetition Or, if insurers do enter new lines of business without ulate the insurance industry was eroding, Mr Harkavy said they Badstock 214 120 50 31 214-214ng able to collectively trend, they then may price policies macie- could respond by returning to the state rating board concept that was CEHeathitely, potentially leading to future insolvencies 439 16.8 345 78 439-424
used in the 1950s and early 1960s, under which all insurance rates

Vhile larger insurers would be able to hire actuaries to analyze were set much like electric utility rates Hoggnobinson 178 142 96 5.2 179-153

Uoyd Tho,14:son 165 14 3 68 40 167-163s trends, smaller insurers probably could not afford to, noted the
IS' Mr Baiocchi That "scares the hell out of me," Mr Harkavy declared PWS Ho-gs 198 83 144 71 198-198

In effect, having a state rating board would "substitute a regula- Sedgilck Grp 240 14 9 16.4 6 7 240-225
·mailer insurers-those with between $5 million and $200 million tor's judgment of what a rate should be for the marketplace," he ex- S;sel Brrl Joms 197 122 13.7 6.8 197-197

annual net written premiums-"are the companies that need the plained Wlms Fat»r 268 140 15.4 57 270-264

ources of an organization like AAIS," he said "RIMS members would not do well if we went back to the old rat- Source Philip Olsen/Alan Clifton, Insurance Industry

: is "likely" that some small insurers would not be able to stay in ing concept," he predicted "What a mess that would be on a 50-state Specialists Kitcal & Aitken Stockbrokers,
London

iness if they trend losses themselves, agreed the ISO spokeswo- basis "
.
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Insuring with Northbrook provides
you with a feeling of confidence you
can't get anywhere else.

We'll assign a team of specialists
to studyyour business, from rooftop to
bottom line. Because only by thor-
oughly understanding your business
can we accurately anticipate your lia-
bilities. Determine your needs. And

design the coverage that's uniquely
right for you. What's more, we'11 be
right there with you as your business
evolves and your needs change.

And you'll enjoy the additional
security of knowing that as a member
of the Sears family of companies,
Northbrook Property and Casualty
has the substantial financial backing

Insurance with reassurance.

11@

al 1.t.1 j u
MEV*,JJ
U \YJ

of the Allstate Insurance Company.
So call your Northbrook agent

or broker today And rest assured.
55,51 Northbrool<

National Accounts
A Department of Northbrook
Property and Casualty. A Member
of the Sears Family

A Division of Northbrook Property and Casualty Insurance Company
South Barrington. Illinois 60010


