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Insco no longer writing
coverage for marine risks

By KATHRYN J. McINTYRE

HAMILTON, Bermuda-Gulf Oil Corp.'s Bermuda-based insur-
ance company-Insco Ltd.-is no longer underwriting marine insur-
ance for unrelated parties or reinsurance on Gulf-related marine
and property risks.

The Insco board of directors voted late last month to close Insco's
marine insurance underwriting operations immediately.

Earlier in May, Gulf decided to assume the first $25 million of its
property and marine risks as a self-insured retention. The risks had
been insured by licensed insurers and then reinsured with Insco.

The two decisions affecting the current business of one of Ber-
muda's largest and most respected captive insurance companies that
underwrites unrelated risks were made independently of each other,
said Insco President Leslie Dew in a telephone interview from his
Bermuda office.

The Insco board decided to pull out of marine underwriting be-
cause "the potential profit was so small" and marine accounts from
previous years, primarily 1979 and 1980, continue to produce grow-
ing losses, Mr. Dew said.

Insco does not disclose results by type of risk, but its annual re-
ports since 1978 do reveal substantial increases to reserves for re-

Continued on page 30

Insco's marine/aviation loss reserves

(Unrelated risks)

Reported IBNR Total
1978 $337,000 $2,068,000 $2,405,000
1979 4,739,000 782,000 5,521,000
1980 7,392,000 1,942,000 9,334,000
1981 7,931,000 10,096,000 18,027,000
1982 10,615,000 14,583,000 25,198,000

Source: insco annual reports

update

Asbestos plaintiffs file suit

against 27 Manville insurers

LOS ANGELES-Attorneys repre-
senting more than 500 plaintiffs in as-
bestos litigation have sued Manville
Corp.'s 27 insurers in state court for
allegedly violating California insur-
ance law by failing to pay settlements
reached last year with Manville.

The plaintiffs are seeking $52 mil-
lion including $100,000 each in exem-
plary damages. They allege the insur-
ers failed to effectuate a fair and equi-

Continued on next page
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Court tells Allendale

to pay $54 million

By JERRY GEISEL

SANTA FE, N.M.-The refusal of Allendale Mutual
Insurance Co. to pay a uranium mill operator's prop-
erty damage and business interruption claim could cost
the insurer more than $54 million.

A New Mexico District Court in Santa Fe ruled last
month that Allendale "wrongfully denied" coverage
when policyholder United Nuclear Corp. filed a claim
following the 1979 collapse of a dam holding back ura-
nium wastes in the western portion of the state.

Judge Michael Francke ordered Allendale to pay
United Nuclear, a subsidiary of UNC Resources Inc. of
Falls Church, Va., $24,640,724 to cover property dam-
age and lost profits resulting from the July 17, 1979,
collapse of the dam near United Nudlear's Churchrock
uraninum mill.

In addition, Judge Francke ordered Allendale-a
Johnston, R.l.,-based member of the Factory Mutual
System-to pay United Nuclear $25 million in punitive
damages, believed to be one of the highest punitive
damage awards ever assessed against an insurance
company.

United Nuclear also is entitled to interest that ac-
crued from March 21, 1980, the date that Allendale de-
nied United Nuclear's claim, according to the May 20
ruling. Computed at a rate of 6%, the interest amounts
to about $4.7 million.

Furthermore, Allendale must pay United Nuclear's
attorneys' fees and other court costs, which are sub-
stantial.

However, United Nuclear did not win everything it
sought from the court.

Judge Francke said Appalachian Insurance Co., an
Allendale subsidiary, was correct in denying coverage

under a $10 million differences-in-conditions policy it
sold United Nuclear. The Appalachian DIC policy ex-
cluded coverage for dams, Judge Francke ruled.

In addition, United Nuclear is still seeking compen-
sation under an environmental impairment liability
policy purchased from Sphere Insurance Co. Ltd., a
British underwriting subsidiary of Alexander & Alex-
ander Services Inc. that has since been renamed Sphere

Drake Insurance PLC. The Sphere policy has a $10,

million per-claim limit and an annual aggregate limit
of $20 miillion.

United Nuclear officials said they were flabbergasted
when Allendale denied coverage under the property
and business interruption insurance policy, which has a
$52 million limit.

"l was so positive on that claim. | could not see it
being denied," said John McCusker, UNC's insurance
manager. "l was absolutely stunned when they (Allen-
dale) denied coverage. The policy was supposed to
cover collapses and there was a collapse.”

However, Allendale said after the decision that evi-
dence supports that it acted in good faith.

Allendale said it will appeal the ruling and is confi-
dent that its actions will be upheld when the court de-
cision is reviewed, according to the statement from the
insurer.

The Allendale policy provided insurance for UNC's
Churchrock uranium mill and related facilities, located
18 miles northeast of Gallup, N.M. The mill processed
uranium ore obtained from UNC's Northeast
Churchrock mine and other mines in the northwestern
portion of New Mexico.

The mill, which later closed because of economic
reasons, produced yellowcake, a substance that, after

Continued on page 8

Employer-sponsored PPOs attract attention

By LORRIE GAWLA

If employee benefit managers' wishes pre-
vail, employer-sponsored preferred provider
organizations will spring up across the coun-
try.

In a recent Business Insurance survey, 53%
of the respondents who knew what a PPO
was said they would be interested in forming
one with other employers in their commu-

nity.
T he

erm—

eb board

ployee benefit
managers in-
terested in em-
ployer-sponsored PPOs are based in 27 dif-
ferent states with the most interest coming
from employers in California, Texas, Ohio,
Tennessee and North Carolina. Interest also

' was notable among employee benefit manag-
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u

ers in lllinois, lowa, Louisiana, New York,
Massachusetts, South Carolina and Wiscon-
sin.

Seven benefit managers said they already

are working with fellow employers to form a
PPO. These included the benefit managers
from a communications firm with 1 million
employees, a distribution company with 2,500
employees and an electronics company with
1,800, all in California; a Texas electronics
company with 50,000 employees; a forest
products company with 27,000 employees
operating in ldaho, Oregon and Washington;
a Massachusetts manufacturing company
with 12,000 employees and a Florida trucking
service with 12,500 employees.

According to the survey, local employer
coalitions and less formal employer groups
are playing a key role in the development of
PPOs. Thirty-two percent of the benefit
managers who had heard of PPOs said they
learned about them through a local employer
coalition. And, of the 21 employers that ex-
pect to join PPOs in the next 12 months, 57%
are planning to join a PPO organized by a
group of employers.

A PPO is a group of health care providers
that contracts with employers, insurers or

Laid.off workers
| accumulate medical problems

Benefit managers rank PPO advantages and disadvantages

Advantages

Money saved due to discount 71%

Utilization review 55%

Control over quality of services 53%

Statistics on utilization 43%

Additional administration
Cost of communicating PPO provisions
Restricted comprehensive medical services 22%

Disadvantages

Restricted choice of providers for employees 41%

37%
32%

(Totals equal more than 100% because employers marked more'than one answer)

other third-party payers to deliver health
care services to an employee group at a re-
duced fee.

The employee is not obligated to use the
preferred providers under contract with his
or her company or group health insurer, but
is often offered a financial incentive-like
reduced deductibles or lower copayments-to
do so. The employee's decision to use or not

Page 3

use a preferred provider is made each time
the need for medical care arises (Bl, May 30).
While it appears that a large group of em-
ployers would be ready to jump into a PPO if
local employers were forming one, the Bl
Employee Benefit Board survey also showed:
« Many benefit managers still do not
know what a PPO is and PPOs are not

Continued on page 34

Do Mission's recent actions

mean takeover is near?
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Plaintiffs sue Manville insurers

Continued frompremous page
table settlement and also allegedly failed to submit a reasonable
explanation for denying the claims

The suit does not seek to collect the original settlement amount
The plaintiffs reportedly had reached a lump-sum settlement of $9 4
million with Manville last year

Bermuda adds new screening

HAMILTON, Bermuda-All new insurance companies applying
for registration in Bermuda now will be screened by an admissions
ggrgnmrr;iﬁtfgﬁgi iianéurance industry representatives in addition to gov-

The applications of captive insurers and insurers intending to en-
gage in international reinsurance business will be reviewed by the
Insurers' Admissions Committee The committee formerly only re-
viewed the applications of insurers underwriting professional and
product liability and those companies referred by the Registrar of
Insurance Companies, which generally were individually owned

The move is part of an overhaul in the admission review of inter-
national companies based on recommendations of a special report
from the business community All international companies other
than insurers are being reviewed by another committee

Financial Secretary Mansfield Brock does expect the new revieu
of all insurance company applications to extend the average appli-
cation period of two weeks Meanwhile, The Bermuda Independent
Underwriters Assn also is considering appointing an Independent
consultant to help "keep out the bad players who repeatedly try and
get into Bermuda using different names " The consultant, basea in
the US and with strong links with the UK, would advise the
BIUA of undesirable companies and the BIUA could alert the gov-

ernment

Mobil chief presses libel claim

NEW YORK-Mobil Corp President William P Tavoulareas says
he is appealing a trial Judge's rejection of a $2 05 million Jury award
in his libel suit against The Washington Post

On May 2, U S District Judge Oliver Gasch threw out the July 30,
1982, jury verdict, saying there was no evidence of actual malice on
the Post's part (Bl May 9, Aug 9, 1982) The case involves a Post
story that alleged the Mobil president had set up his son in a ship-
ping concern indirectly doing business with Mobil

Last week Mr Tavoulareas said he was appealing to the District
of Columbia Court of Appeals and would proceed to the Supreme
Court if necessary to reinstate his libel claim He said the appeal
"could take years and hundreds of thousands of dollars" in addition
to more than $2 million already spent on the suit

The Post'strimary libel insurer is Employers Reinsurance Corp
of Overland Park, Kan

Sikorsky settles suit

NEW YORK-Sikorsky Aircraft, a unit of United Technologies
Corp, is paying $6 million in an out-of-court settlement with New
York Airways to end a seven-year legal battle

The settlement resolves a $30 million damage suit filed in a New
York state court after two Sikorsky-made helicopters flown by New
Ylork Airways crashed in 1977 and 1979 killing a total of eight peo-
ple

New York Airways, which is not affiliated with the airline
known as New York Air, operated helicopter service between Man-
hatt_tan, aqg7t$1ree New York-area airports until It filed for reorgani-

Sikorsky's lead insurer is Associated Aviation Underwriters Inc

Beloit sues Emett & Chandler

MADISON, Wis -Beloit Corp is suing Emett & Chandler Cos
Inc to rescind Beloit's $63 million purchase of Presidio Insurance
Co on charges that the Los Angeles-based insurance broker and a
related services firm misrepresented the financial condition of its
former reinsurance subsidiary

Beloit's suit, filed May 13 in the U S District Court in the Western
District of Wisconsin, also seeks triple actual damages and $14 mil-
lion in punitive damages from Emett & Chandler, its predecessor
company, Pinehurst Corp, E&C President Charles F Smith, and
independent auditors Peat Marwick, Mitchell & Co

Presidio's financial statements were false and misleading in that
surplus and income were materially overstated and reserves were
materially understated, the suit charges

The defendants knew that Presidio had suffered substantial
losses during the 1976-80 period and was in fact insolvent although
financial reports showed a modest profit, the suit further alleges

Senior executives at Emett & Chandler said they could not com-
ment on the suit except to say they believe it is "without merit "
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Flintkote suing insurers
over asbestos coverage

By STEPHEN TARNOFF

state court
Flirtkote also wants its suit, filed in the San Fran-

Flintkote Co is the latest mag'or defendant in the on- cisco court, to be consolidated with other asbestos cov-
0|n%1asbestos,llt_|%atlon to baftle its insurers over how erage .ases pending there, according to Flintkote attor-
0 compensate victims of asbestos-related diseases ney 'lbm M Freeman with the San Francisco firm of
In a 72-page complaint filed in California Superior Brobeek, Phleger & Harrison However, American Mu-
Court in San'Francisco, the Stamford, Conn ,-based tual opposes such a move
company is suing 27 primary and excess insurers for While either the California or New York court could
\t/)vrongfu_ll failing to defend and mdemnify it in as- defer to the other, It IS "theoretically possible" for both
esto¥ litigation .
g . . . cases to go forward If that happens, whichever IS de-
The suit, dated April 29, was filed a week after cided Zirst would have a potentially binding effect on
American Mutual Insurance Co, one of Flintkote's pri- the other, according to an attorney close to the litiga-
mary liability insurers, filed suit in a New York state tion A "race to Judgment" could be the result, the at-
court against Flintkote, Liberty Mutual Insurance Co torney said
and other Flintkote insurers, alleging wrongful acts in The two lawsuits are the latest in the continuing bat-
connection with the settlement of asbestos cases tle bet ween defendants in asbestos litigation and their
Both suits ask the courts to determine which of insurers over who should pay asbestos claims
Flintkote's liability insurance policies should pay Some courts say that insurers on an asbestos risk at
claims sought by asbestos victims the time the victim inhales asbestos are liable for de-
Flintkote, a manufacturer and supplier of construe- fense and indemnification Known as the exposure the-

tion and industrial materials and products, is currently ory, it is the approach that has been adopted by the
facing more than 15,000 claims from victims of as-'most ccurts
bestos-related diseases .

Other courts, however, have ruled that insurers on a

Since American Mutual's suit was filed in April, it risk at the time symptoms of asbestos disease appear in
has been removed to U S District Court for the South- a victim are liable, which is known as the manifesta-
ern District of New York following a request by Flint- tion theory
kote American iS seeking to have it remanded to the

Contznued on page 32

Suit claims _ _ _
Reporter, editorial aide

join Business insurance

CHICAGO-Steve Taravella is Joining Business Insurance as a
staff reporter in the Los Angeles bureau, Editor Kathryn J Mcln-

tyre announced

comp insurers
fixed prices

By CAROL CAIN
MINNEAPOLIS-A pretrial

hearing is set this week in U S Dis-
trlet Court on a class-action lawsuit

Mr Taravella recently received a bachelor of
. - arts degree in Journalism from Baylor University
4 in Waco, Texas While still at Baylor, he partici-

. . . . .
g ated m the American Society of Magazine Edi-
workers compensation insurance 19 tors' summer internshi rogram, working in
rates in Minnesota violates federal Business Insurancg'spNevgYork l:;ureau last gum—

and state antitrust laws nmor
Three_ small Minnesota bu_S'_ As a staff reporter, Mr Taravella will report on
nesses filed separate class-action news and trends in risk and employee benefit
suits April 25 and April 27 against management He will report to Los Angeles Bu-
the Workers' Compensation Insur- reau Chief Rhonda L Rundle Mr Taravella can
ers Rating Assn of Minnesota and Mr. Taravella be reached at 213-651-3710
13_|_'Eseu;ar:m7:°en;zag;§r e that the o ) Diane L Kastiel has Joined Business Insurance
St At the Shar as editorial assistant in the Chicago office Ms Kastiel previously
) - worked at Motorola Semiconductor Sales in Schaumburg, lll, as a
man Antitrust Act and the Minne sales representative
zgt?h:ntggzsst SCJVEIYKZ?;SCZ';"%: _ She received a bachelor of science degree in
X e prices o p 1 Journalism from the University of lllinois in
The insurers named m the suits Champaign-Urbana She replaces Sallie J_Drury,
. - ’ who has been promoted to staff reporter in Chi-
which now have been combined, 40 cago
zca:re ?etnatCla:sualty & SLgetyECO’ Ms Kastiel, whose duties Include coordinating
ontinental Insurance o, =m- « 1 the many mall surveys conducted by Business In-
ployers Mutual Liability Insurance suranci can be reached at 312-649-5398
Co (now called Employers Insur- In addition, James H Davis and Donna Gordon
ance of Wal."sau’ A Mutual Com- r=£ are Joining Bl this summer as reporter interns
Zi?;)teixﬁt?zglnf#sri?;igg C';g Ms. Kast,el Mr Da ns, a graduate student at the J L Kellogg
Fireman's Fund Insurance Co, ) ) Graduate Sc_hool of I\_/Ianageme_nt at Nort_hwgzstern
. ’ University m Evanston, lll, will work in the Chicago editorial of-
Home Insurance Co, Liberty Mu- fice Ms Gordon, a May 1983 graduate of the University of lllinois,
tual Insurance Co, Michigan Mu- will work in the New York buréau

Conttnued on page 29

New Baldwin chief says firm
to stress traditional' insurance

By BILL DENSMORE
* He could not discuss Baldwin's transactions with

NEW YORK-Baldwin-United Corp will attempt to Bayly, Martin & Fay International Inc, a Baldwin in-
focus on "traditional” insurance %oeratlons and pre- surance brokerage unit that was sold to the brokerage's
serve the earning power of its MGIC Investment Corp management late last ycar
subsidiary to aid the revitalization of the financially - Itis "I ery likely" that Baldwin will ask some of jts
troubled company, says the man picked to head that bank creditors to’convert some of its estimated $1

» . . . billion m short-term debt into equity on the assumption

"The traditional lines of insurance gn the company) that he and his associates can eventually turn around
have limped along," says Victor H Palmieri, the crisis- Baldwin's fortunes
management expert who helped revive a strlppe'd— Mr Palmieri declined to discuss Baldwin's Dec 30
down Penn Central Corp in the 1970s "I don't think transaction with Bayly, Martin & Fay under which the
much attention has been paid to them | think some management of the seventh-largest U S broker r(based
regrou mg of those companies and revitalization of on 1981 revenues , acquired all of the stock of a new
their management is called for , BMF holding company in.exchange for_issuiniz| $92 mil-

I?gt Mr Palmieri said it is too early to %%){J\ghlch of hon in d?B} t& Baggwm affiliates, including a Hawaiian
Baldwin's many insurance subsidiaries should be revi- insurer (Bl, May 23)
talized, nor did he mention any specific types of insur- "l don't know too much," Mr Palmieri said about the
ance products that the company would focus on transaction and about suggestions by one state insur-

_Turning to other controversies swirling around Bald- ance regulator that BMF ought to be sold to a third
win-Unit&€d in recent months, Mr Palmieri told Busi- Continued on page 4

charging that the publication of



Compromise plan
on shipping liability
dealt crippling blow

By DOUGLAS McLEOD

NEW YORK-A compromise in the long-simmering debate over
whether the Visby Amendments or the Hamburg Rules should govern
i international shipping liability appears to be temporarily dead in the
water
The compromise agreement was unanimously approved last month by
the Bills of Lading Committee of the Maritime Law Assn of the United
States, an organization of attorneys representing carriers, cargo un-
derwriters and shippers
But the measure was later defeated by a close vote of the full member-
i ship of the MLA and each of the sides m the debate now seems to be
waiting to see what the others will do
"(The MLA vote) throws things into somewhat of a state of disarray,”
said William J Coffey, associate general counsel for Sea-Land Service Inc
of Edison,NJ,asea carrier that is a subsidiary of R J Reynolds Industries
Inc
The arguments revolve around whether the current Hague Rules-
written in 1924 and in force in the United States since 1937-should be

modified or simply scrapped (BI, April 11)

The 1968 Visby Amendments would revise the Hague Rules to increase

the current limited liability of carriers for cargo losses Certain U S courts,
efined a 40-fqQot Carch ntainer as a single package for

3 @r@zgm;wh%ﬁ%.ﬁaseduoﬂtﬁmt agae the U S Carnage of Goods

Among other things, the Visby Amendments to the Hague Rules would
make statutory liability limits apply to packages within containers or
would provide for liability limits based on weight, whichever works most
in the shippers' favor

The 1978 Hamburg Rules, adopted by the United Nations Conference on

Trade and Development, would re-
f'V"*1 place Hague-Visby with a new stan-
dard under which carriers would be
considered liable for all cargo losses
unless carriers could prove they were
not negligent
The Hamburg Rules have so far
been ratified by nine countries Bar-
bados, Chile, Egypt, Lebanon,
Mexico, Romania, Tanzania, Tuni-
sia and Uganda However, the
rules must be ratified by 20 nations before any country can implement
thenn

The Visby Amendments, which only require 10 ratifications for imple-
mentation, are already in effect in 19 countries

But the United States has adopted neither Hamburg nor Visby and de-
bate over which course to follow has divided the maritime community

Carriers and cargo underwriters oppose the Hamburg Rules, saying the
rules would produce huge increases in litigation and higher costs for ev-
eryone, including shippers

Carriers say that the cost of the insurance they would have to buy in

the face-of increased liability under the Hamburg Rules would be passed
along to shippers in the form of higher freight rates

"It would add significantly to our costs," said Richard L Tavrow, senior
vp and general counsel for American President Lines of Oakland, Calif,
adding that the extra cost would result in higher rates

Cargo underwriters add that rates for cargo insurance would not neces-
sarily go down until shippers justified reductions with improved loss expe-

Both groups argue that instituting an entirely new set of rules would also
produce a proliferation of lawsuits as each point of the Hamburg Rules is
tested in court

"It could all be sorted out, but why go through the 30 to 40 years it would
take to do it? ' Mr Tavrow asked

Shippers' groups, on the other hand, support the Hamburg Rules, saying
the new rules would place liability for cargo losses on carriers, where it

, belongs The shippers also are not convinced that the rules would result in
higher freight rates or massive litigation

"We think (rate increases) would be infinitesimal,” said William Au-

i gello, executive director and general counsel for the Shippers National

Continued on page 31
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Health risks

Laid-off workers accumulate medical problems

By LEN STRAZEWSKI

If you couldn't pay for a doctor, you Just didn't go,"
he noted
PHILADELPHIA-Employees returning to work Improved welfare programs and the increasing
after long layoffs may bring lots of health insurance number of working spouses with their own medical
claims with them, an occupational health researcher insurance, however, have recently led researchers
says to wonder whether unemployed individuals receive
Greg Pappas, a doctoral candidate in anthropol- health care though social service agencies or
ogy at Case Western Reserve University in Cleve- through dependent health insurance
land, says that a preponderance of health research Research conducted during the 1975 recession,
indicates a direct correlation between unemploy- however, indicates that old values remain true Poor
ment and present and future health problems and unemployed individuals rarely receive proper
Some of those health problems, he added, may not health care
manifest themselves for three years or more "During the 1975 recession, only 10% to 15% of all
"Harvey Bremer, one of the senior researchers in unemployed persons could afford individual health
the field of health and economics, has gone so far as insurance,"” Mr Pappas noted "And of those that
to say that the Reagan administration's economic did purchase the insurance, most purchased cover-
policy and the resulting slump m employment is age that was inferior to that offered by their past
directly responsible for some 50,000 deaths and an employer
untotaled amount of disease," says Mr Pappas, who "About 35% to 40% lost all health insurance, de-
is currently researching the relationship between

unemployment and employee health for the

United Rubber Workers /6 P /4 2
"That's probably not a fair generalization,

but there does appear to be a direct correla-

spite the fact that more
spouses had Joined the work-
force and were able to pur-
2';*41 chase coverage for their un-

employed partners "

tion between health problems and unem- Of the nearly 40% of the un-
ployment,” he told the annual American Vjll employed who had lost all
Industrial Hygiene Conference in Phila- coverage, as many as 70% had
delphia last month no other access-like Medicaid
“And there is also a direct correlation or Veterans Administration
between unemployment and first ad- benefits-to health care
mission to mental hospitals after a Drinking, smoking and poor
nutrition are also health prob-
lems that tend to increase dur-

three-year lag," he said
Access to health care is the

first issue researchers ex- ing unemployment, Mr

Pappas noted And the
impact of these prob-

amine when studying the
relationship between
unemployment and 111- lems may not be known
for years
"Drinking and smok-
ing, as a reaction to the stress
care, of being unemployed, ob-
"For many years this issue viously increase And nutri-
was thought to be a 'dead let- tion also becomes an 1SSUe

ness, Mr Pappas said
Do unemployed individ-
uals receive proper health

ter,"' a blind alley for research Graphic Amy Palmer Continued on page 12

Don't set exposure standards yourself: Attorney
By LEN STRAZEWSKI

workers compensation system whenever an em-
ployer knew there was a hazard, failed to warn the

PHILADELPHIA-Employers that set their own employee of the hazard and failed to report and dis-
standards for employee exposure to hazardous sub- close the hazard in any of the governmental report-
stances may also be setting themselves up for habil- ing requirements,” she told the American Industrial
ity lawsuits, an attorney says

Although many employers are now trying to pre-
vent occupational disease problems, like the asbestos is intentional and has the effect of producing or ag-
injury crisis, by setting corporate exposure guide- gravating a disease, an employee will be able to sue

Hygiene Conference in Philadelphia last month
"In practice, this means that whenever exposure

lines, their good intentions may be turned against for compensatory damages, pain and suffering and,
them, says Susan Brooks, an attorney with the New if the state allows, punitive damages
Orleans law firm of McCalla, Thompson, Pyburn & Employers could argue that serious exposure to a
Ridley

"It's out there It's already happening It's more researched guidelines had established what the best
than possible that your guidelines designed to pro- minds believed was safe, Ms Brooks noted But this
tect an employee's health will be used against you in key question of intent may not be settled until after
some kind of lawsuit,” Ms Brooks said

hazard was unintentional and that their properly

a liability lawsuit has come to trial
"Even if your standards are more conservative "If the lawsuit is allowed, the question of specific
than government guidelines, if they eventually intent will most likely be left for a Jury to decide
prove inadequate, they can be a smoking gun for That's really scary because you know where a Jury's
employers " sympathy will reside-certainly not with the em-
In fact, the presence of corporate exposure guide- ployer or manufacturer,"” she said
lines may be adequate enough reason to remove Fraud may also be a popular claim against em-
workers' occupational disease claims from the ployers and their agents, Ms Brooks added, espe-
workers compensation system into the realm of in- cially if employees feel that a potential hazard has
tentional torts, she adds been misrepresented to them

"Courts will allow claims to move outside the Continued on page 16

Employers must bolster benefit lobby: Hart

By JERRY GEISEL

lative conference sponsored by the Assn of executive director, says TEFRA's enactment said

Private Pension & Welfare Plans, Mr Hart should have taught employers several les- Employers also should not be afraid to
WASHINGTON-Employers must wage said the stage is set for Congress to pass an- sons, the most important of which is that em- publicly challenge statements even if the

public battles if they want to stave off new other piece of legislation like the Tax Equity ployers should take the offensive when their source is aUS senator "Statements need to

, congressional, assaults.on their benefit pro- apd Fiscal.Respansibility benefit programs are threatened by legisla- be challenged gyt and Qver.again, sueh.as

Congressional leaders, like Sen Robert among other things, ellis 57
Dole, R-Kan, believe they can get legislation maximum pension bene-

Last year, for example, an ad hoc group of well-off," Mr Hart said
business interests held press conferences to Above all, employers should not cave in
passed to impose new burdens on benefit fits and requires most em- tell the media about business opposition to when legislators turn on the heat For exam-
programs if employers stay on the lobbying ployers to pick up the certain provisions in TEFRA ple, the banking industry did not give up its
sidelines (see story, page 27) health insurance costs of Those press conferences, though, only fight against the imposition of a 10% with-
"Sen Dole is banking that businesses will their older workers (Bl, began during the final days before TEFRA holding tax on interest and dividends even
operate as usual and stay away from the Aug 23, 1982) W / was passed "We should have started them when Sen Dole threatened new legislation to
media (when benefit legislation is proposed) "The mechanism is A// (press conferences) on day one It was too increase taxes on banks, Mr Hart said
Industry cannot afford to," says Jeff Hart, a there to hammer away at I late,” Mr Hart said Employers should make every effort to
vp in the pension underwriting and market- us year after year unless Mr. Hart Press conferences may be painful experi- stay united on benefit issues, he added One
ing department at the Equitable Life Assur- employers take a more ac-
ance Society in New York tive role in benefits issues," Mr Hart said
Speaking at the annual Washington legis-

ences, he noted, but even though only one or reason that Congress last year was able to im-
two reporters may show up, eventually em- pose faster vesting requirements on "top-

Mr Hart, who was formerly the APPWP's ployers will get their points across, Mr Hart Continued on page 25
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Baldwin to stress traditional' insurance: Chief

Continued from page 2
party to establish its value as a
Baldwin asset (BI, May 30).

Mr. Palmieri said that unrav-
eling the details of Baldwin's many
financial transactions, including
the BMF sales, is "important” but
not "urgent,"” adding that he is
leaving that chore to others for the

moment.

He also would not comment on a
recent lawsuit filed by a former
BMF treasurer that alleges BMF
used premium trust funds to fi-
nance acquisitions and operations.

The 53-year-old Mr. Palmieri
was tapped by Baldwin-United's
board last month to replace Morley
P. Thompson, who resigned. Under
Mr. Thompson's leadership, Bald-
win grew from a piano and organ
maker to a financial services con-

glomerate with more than $9

4

it's too late after your busi-
ness or your inventory has been
badly damaged or destroyed.

good idea to consult 208111#2

an independent
/nsurance Agent

before you buy your |

independent Agent rr
represents several « *54*..** ..

billion in reported assets.

Mr. Thompson's crowning
achievement was Baldwin's acqui-
sition in early 1982 of MGIC-the
parent of several property/casualty
and surety insurers-for $1.2
billion in cash, most of which was
borrowed from banks.

But the Baldwin-United empire
built by Mr. Thompson began to
unravel last fall when insurance
regulators questioned the value of
Baldwin-affiliated assets placed by
the parent company in the portfo-
lios of some of its insurance com-
pany subsidiaries in Arkansas that
write single-premium deferred an-
nuities, a high-return life insurance
product

Mr. Thompson left the company
a month after it missed a deadline
for repaying at least $600 million in
debt to a consortium led by New

York's Chemical Bank. Since then,
Baldwin has been engaged in al-
most continuous negotiations with
banks and insurance regulators.

Mr. Palmieri declines to place
blame for Baldwin's troubles on
Mr. Thompson or any individual.
He describes the company's growth
as "entrepreneurial,” but says the
company's sales efforts outstripped
its administrative and financial
management capabilities.

Mr. Palmieri said that Baldwin is
ready to present to the banks this
week its first plan to revive the
earning power of the company.
Then, it can design a schedule of
payments to creditors while contin-
uing to meet obligations to purchas-
ers of billions of dollars of its
SPDAs.

"We're meeting day-by-day on
the plan,” says Mr. Palmieri.

"There's a tremendous amount of

work going forward."

However, he says he is giving
"no thought" to the idea of Bald-
win-United voluntarily requesting
protection from creditors under
Chapter 11 of the Federal
Bankruptcy Act "because our real
problems in this case are to satisfy
not only the creditors out the state
regulators, who have the power to
commence rehabilitation proceed-
ings if they declare sta:utory insol-
vencies."

Insurance regulators have ex-
pressed concern over the value of
the Baldwin-affiliated assets held
by its insurance units, particularly
National Investors Life Insurance
Co. and National Investors Pension
Insurance Co., two Arkansas-domi-
ciled life insurers that nave issued

the bulk of the SPDAs sold by

THISISTHEWRONG
TIMETORNDOUT
YOU DON'T HAVE

THE RIGHT INSURANCE.

dent Agen

—ri-1 =

companies not just one. So
you get expert professiona/
advice on how to se/ect the best nearest to you listed in the
business insurance coverage
at the best price.

And right now your /nde
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business insurance a little easier.

Get it. Before you need it.
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THE MORE-THAN-ONE-COMPANY
INSURANCE AGENT.

Baldwin.
Mr. Palmieri acknowledges it is
inherently complex for a regulator

to evaluate securities or bonds that

aren't traded on the open markets,
like these affiliated assets.

"Now, if you have an affiliated
security for which you can say,
'This affiliated security, when you
really understand it, is worth just as
much in value terms as IBM,’
there's no problem," he says. "The
difficulty is it's a complicated valu-
ation issue. So if you are concerned
with regulatory complexity, you
will strive to narrow the range of
admittance of affiliated securities.

"If, on the other hand, you are
concerned about the flexibility of
insurers in relation to capitalization
and facilitating an innovative and
expanding industry to serve public
needs, then you will want to be
flexible and have a sophisticated
evaluation process," he explains.

Besides working with regulators
to answer question about the insur-
ers' assets and stressing more tradi-
tional forms of insurance than
SPDAs at its insurance units, Bald-
win hopes to expand MGIC's pres-
ence in the commercial insurance
market.

"The No. 1 objective, apart from
what I've called 'stabilizing,’ or re-
ordering (the assets of) the SPDA
companies, is to protect MGIC's
earning power and its development
in the markets. . .so that it's growth
is not damaged or curtailed by ad-
verse publicity,"” Mr. Palmieri says.
"And how we do that is a key ques-
tion in the plan.”

He says protecting MGIC could
involve "an alliance” between
MGIC and another entity with a
AAA credit rating, so that the com-

bination_could borrow money at fa-

"It could involve a way of fene-
ing off MGIC from the problems
which the company is experiencing
in other areas," he adds. "(And), it
could involve a sale of MGIC, but it

seems unlikely that that will be the
direction at this time.”

Besides the two Arkansas life in-
surers and MGIC, Baldwin's insur-
ance subsidiaries include National
Investors Fire & Casualty Co., a
Denver-based commercial and per-
sonal lines property/casualty in-
surer, and National Farmers Union
Property & Casualty Co., a Den-
ver-based multiline insurer that
specialized in farmers' coverages
In addition, Empire Mutual Insur-
ance Co. of New York, a prop-
erty/ casualty insurer, is also effec-
tively controlled by Baldwin
because Baldwin loaned it $25 mil-
lion in 1980 to help it out of a reha-
biliation proceeding. -

Malpractice insurer
settles with FTC

WASHINGTON-A physician-
owned insurance company has
agreed not to deny malpractice in-
surance coverage to doctors who
supervise self-employed nurse-
midwives under a consent agree-
ment with the Federal Trade Com-
mission.

The FTC had charged that State
Volunteer Mutual Insurance Co.
Inc. of Brentwood, Tenn., main-
tained a policy against insuring
physicians who agreed to provide
ongoing medical supervision to
self-employed midwives.

That denial of coverage consti-
tuted a boycott in violation of fed-
eral antitrust laws, the FTC said.

Under the consent agreement,
State Volunteer must use non-dis-
criminatory underwriting criteria
for all physicians who employ or
are affiliated with nurse-midwives.

The insurer provides malpractice
insurance to about 80% of Tennes-
see's physicians, the FTC says. -



To pay someone not to work can be cruel
and inhuman treatment.

It can also be very expensive.

Long term disability cases have
always been expensive. Both in costs and

productivity. Sometimes, even in legal fees.

No wonder more and more cost-
conscious businesses are turning to
NWNEs Rehabilitation Services to save
both on cash reserves-and human
suffering.

Example: From May 1 to December
31. 1981. NWNL specialists examined 166
LTD cases for potential rehabilitation.
With our help. 101 people were returned

to meaningful employment. Freeing up
$3.9 million in LTD reserves.

How do we do it? Well. NWNL was
one of the first health insurance
companies to recognize the cost savings
inherent in professional rehabilitation.

We also recognized it takes experts to
handle such sensitive situations. So we

searched out some very experienced
specialists to become our NWNL Rehab
Staff. They use positive thinking,

and creative, humanistic methods to
objectively measure each patient's
"potential employability’

We believe it's often not enough to
simply repair a broken body Sometimes
psychotherapy (in addition to physical
therapy) is needed. Or vocational
guidance. Or special housing and/or
transportation must be found.

So NWNL Rehab counselors travel
all over the U.S. to personally evaluate.
manage and supervise each appropriate
LTD case. And this dedication to

personal service is paying off.
If this sounds like the kind

of humane cost-cutting you'd like to
implement (with an insured or self-

funded LTD plan), mail this coupon.
Well do the rest.

TO: Ginny Charboneau, Box 20, Minneapolis.
MN 55440.

Please send me more details on NWNL Rehab.
and how it can save my company money.

NAmMp
Titlp

Company

ArlarffRq

City State- Zip

phnne Area rn,1,
816/6

T NORTHWESTERNNATIONAL

BOX 20 - MINNEAPOLIS. MINNESOTA 55440
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opinions

Protect that paddle

FAIR, PRACTICAL AND gfficient rules governing

internatidona pping Yy are im rtan
only to carriers delivering cargo but also to the profits
of every company whose finished products or compo-
nent parts used in manufacturing are shipped across
the seas.

At stake, ultimately, is the competitive price of the
products.

If the rules are not fair, practical and efficient, the
cost of risk of loss is higher than it need be. As the cost
of risk goes up, the cost of insurance goes up. And, the
cost of insurance is passed along through the chain of
buyers to the ultimate consumer.

Nearly everyone agrees that the current rules gov-
erning international shipping liability are not fair,
practical or efficient. But very few agree on how they
should be changed.

A proposed compromise over what rules should gov-
ern international shipping liability makes a lot of sense
to us. Unfortunately, not enough shippers, carriers and
insurers agree and the compromise is dead in the
water, as New York Associate Editor Douglas MelLeod
so aptly describes the current state of affairs (see story,
page 3).

We can understand the opposing opinions in the de-
bate over the Visby Amendments to the current Hague
Rules and the proposed Hamburg Rules.

We sympathize with shippers that contend that car-
riers should be liable for their handling of cargo on the
high seas as required by the proposed Hamburg Rules.
The shippers, tired of seeing the carriers get off practi-
cally scot-free for damage to cargo, are looking down
the shipping lane and hoping that assigning liability for
cargo losses to carriers could ultimately reduce their
cargo insurance costs.

We also can find merrit in the carriers' contention
that the proposed Hamburg Rules invite huge increases
in litigation over cargo losses and higher costs for ev-
eryone. Given the continuing increase in civil litigation
that is choking our legal system, it appears to be pure
folly to adopt rules inviting more litigation.

Cargo insurers' self-interest in maintaining cargo in-
surance business aside, we can understand why the un-
derwriters say they won't reduce cargo insurance rates
unless and until the Hamburg Rules reduce losses
under cargo insurance policies.

With this view of the merits on all sides, we applaud
the compromise proposed by the Bills of Lading Com-
mittee of the Maritime Law Assn. of the United States.
This committee, reporting to the association’'s full
membership of attorneys who represent all sides in the
controversy, suggested that Congress approve both the

letters

Paying the price

of a small army

Visby Amendments to the current Hague Rules and the
proposed Hamburg Rules. But, the Hamburg Rules
would come into force only when the dollar volumeof
sea trade with countries that have ratified the Ham-
burg Rules exceeds the volume of trade with countries
that have adopted the Visby Amendments.

Unfortunately, the full membership of the MLA re-
jected the compromise.

It's too bad the three factions most affected by rules
governing international shipping liability can't agree
on a united front because when business is divided on
regulation, it often ends up enduring regulation that
incorporates the worst of all alternatives.

The shippers, carriers and insurers then could find
themselves up a creek without a paddle.

Uphold that ruling

THEARREAL EILER Ly, Mapil Gorp..Eresident

The Washington Post Co. will test a nearly 20-year-old
Supreme Court ruling and extensions of that ruling
designed to foster open debate on public issues.

We hope he loses his appeal and that the intent of the
1964 Supreme Court ruling in New York Times vs.
Sullivan prevails. In that ruling, the high court held
that the constitutional guarantees of freedom of speech
and freedom of the press prohibit a public official from
recovering damages for a defamatory falsehood relat-
ing to his official conduct unless he proves that the

statement was made with "actual malice-that is with

knowledge that it was false or with reckless disregard
of whether it was true or not.”

In subsequent cases, the court extended the rule to
"public figures," which have been defined as persons
who assume a "role of especial prominence in the af-
fairs of society."

We find it hard to believe that Mr. Tavoulareas be-
lieves that, as the president of the third-largest indus-
trial company in the United States, he is not a public
figure.

It is not only Mr. Tavoulareas' attack on this basic
protection of the press that concerns us in this case. We
are also concerned about the offensive libel insurance
policy Mobil purchased from National Union Insurance
Co. in the wake of this litigation.

An insurance policy that covers executives' costs of
suing the media for libel clearly is purchased with an
intent to intimidate the media. VWhat other reason can
there be when you know Mr. Tavoulareas has spent $2

million in pressing his case without such insurance?
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To the editor: | have been following,
with interest, your recent articles discuss-
ing the substantial costs before the insur-
ance industry in defending against toxic
tort litigation (asbestos, etc.). The insur-
ance industry attributes much of this cost
to outside legal representation.

I wonder if the various insurers have
analyzed the nature of this legal cost. |
believe they would find a surprising por-
tion of the cost falls in the area of infor-
mation administration and handling.
Large, complex litigation can host mas-

sive numbers of documents and thousands

of parties. Managing this material and in-

formation can be a monumental task.
Law firms have taken two approaches

to this problem. Some use the same meth-

Business Insurance welcomes tetters from its
readers. Please keep your comments as brief
as possible. We reserve the right to edit let-
ters for clarity or space. Send your com-
ments to Letters to the Editor, Business In-
surance, 740 N. Rush St., Chicago, lIl. 60611.

odology they employ on small cases: That
is, they use legal assistants to manage doe-
uments and information. On a large case,
they employ small armies of legal assis-
tants-at incredibly high cost to the eli-
ent.

Other law firms use the new technolo-
gies available today to manage a large liti-
gation: computerized storage and re-
trieval systems. The new technologies can
increase efficiency and effectiveness, can
eliminate duplicated efforts and save
their clients money.

Similarly, insurers have taken two ap-
proaches to this problem. Some allow

their outside counsel to use outdated and
costly methodology and others don't.

A. Martin Erim

VP

American Legal Systems
San Francisco

< American Legal Systems markets com-
puterized litigation support systems-but
Mr. Erim's point is interesting.

tional Conference Committee for the Risk
& Insurance Management Society's Spot-
light '83 conference and chairman of my
industry's session, | was given to under-
stand that the industry sessions are the
backbone of the conference.

However, issues devoted to the confer-
ence (BI, April 25, May 2, May 9) dis-
cussed the Business Insurance Risk Man-
ager of the Year, described the benefits
portion of the conference and gave gen-
eral overviews thereof.

Did | overlook any reference to the
industry sessions, the backbone of the
21st annual Risk & Insurance Manage-
ment Conference held recently in Los
Angeles?

Jeanne M. Warner

Corporate Insurance Manager
The Bekins Co.

Los Angeles

= Almost all industry sessions are open to
RIMS members only, excluding brokers
and insurers, as well as the press.
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J&Hthinks you'llget

better control of

medical costs by
gettingbetter control

of yourdata.

Whatdoyouthink™

If you think insurance claims information on hospital
usage is not specific enough to be decisive in a cost-control
dialogue with hospitals and physicians, we agree.

For example, there are 13 different coded types of
hysterectomies. If your claims data cannot differentiate
among them, you may not be talking the same clinical and
cost language as the medical provider.

The J&H Health Care Data Management System
can solve this problem. Among other things, it categorizes
specific hospital confinement information by the proper
Diagnosis Related Group (DRG), using sophisticated
diagnosis and treatment classifications.

And, while concentrating on the costly area of
hospitalization, the System gathers and analyzes data on
all types of medical expenditures.

The J&H Health Care Data Management System:
the sophisticated tool for corporations and business
coalitions to help control medical plan usage and costs.

We'd like to talk with you about this.

JohnsonGHiggins

Weansweronly to you.

EMPLOYEE BENEFIT AND ACTUARIAL CONSULTING, RISK AND INSURANCE MANAGEMENT SERVICES THROUGHOUT THE WORLD.



Put your client's
employee benefit costs

back in his company ...
and commissions in

your pocket.

Call me personally... collect... today!

(404) 324- 1170

- and let's discuss how our new innova-
tive ideas can help contain your client's

soaring employee benefit costs...plus earn

asacacrnm

commissions for you!

arnerican selfiare corporation
Patrick G. Finnegan. CLU
National Director of

San Francisco, Chicago, Memphis, Baltimore,

Greenwich, Ct., and Columbus, Georgia. Marketing

Allendale ordered to pay

Continued from page 1
additional processing, is used in the
generation of nuclear power.
Wastes from the milling process
were deposited in a disposal area
adjacent to the mill. The liquid and
solid wastes from the milling pro-
cess, known as tailings, were im-
pounded by what is known as a
tailings dam.

On July 16, 1979, a section of the
tailings dam at the Churchrock
mill breached, spilling some of the

waste.

INTi111—

r-0 /i

IN MAKING MILLIONS OF SMALL R O* f

This breach, according to court
papers, caused United Nuclear
property damage and the total in-
terruption of its business until Oct.
25, 1979, and a partial interruption

of its business through at least June
6.1980.

"The breach was both a material
and substantial impairment of the
structural integrity of the dam and
a falling down or caving in of a ma-
terial portion of the tailings dam
and constituted a collapse," accord-
ing to Judge Franckes ruling is-

S,

OUR MICRO AUTO 16 HAS SET
ONE BIG ONE.

Over the years, our microfilm recorder has established an unsurpassed record

, for dependabilit

hile ne

ones may come and go, ours just goes on and on. Which is probably why

more Minolta-made 16mm planetary recorders have been sold than any other.
Dependability is only the beginning. There's also the superb image quality that makes

Minolta cameras world-renowned.

The automatic focus that frees you from worrying about operator mistakes

. And the opaating.simphicity: that-gaakes this racordarsadiserfigndlyice o firms

like service bureaus, whose professional reputations depend on the quality of the
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our nationwide network of authorized dealers. See the Yellow Pages for
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INn NY ., (212)775-1395.0Or mail the coupon.

Find out about the microfilm recorder that
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sued last month.

The collapse provision 6f the Al-
lendale policy provides that "there
shall be no liability for loss or dam-
age caused by or resulting from
flood, earthquake, landslide, sub-
sidence or any other earth move-
ment.”

However, Judge Francke said:
"None of these major, natural ca-
tastrophes, as these items are com-
monly understood, were involved
in or associated with the collapse of
the dam.”

The collapse of the dam was
caused by a "differential settle-
ment” that was not within Allen-
dale policy language exclusions,
Judge Francke said.

As a result, Allendale is re-
quired, under its policy, to idem-
nify United Nuclear for lost profits
as well as property damage, the
judge ruled.

Under the Allendale policy,
UNC's recoverable lost net operat-
ing profits during the time that the
mill's operations were disrupted
amounted to $18,836,251, the court

said.

In addition, UNC incurred
$3,464,240 in extraordinary costs
resulting from the collapse and mill
shutdown and $1.,859,591 in carry-
ing costs.

The carrying costs were fixed
charges, like administrative ex-
penses and personnel costs, that
continued while the mill's opera-
tions were disrupted, according to
Judge Francke.

UNC also "reasonably and neces-
sarily incurred $560,642 in recover-
able costs. . .to repair damage to the
dam,"” according to Judge
Francke's opinion.

In slapping Allendale with the
$25 million punitive award, Judge

Francke said the amount was

needed to "punish" Allendale and
"deter others from similar con-

-l .- — _ T —
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Do you need to dis-
tribute copies of arti-
cles appearing in Busi-
ness Insurance at your
meetings or for your
mailings?

Business Insurance
has expanded its re-
print department to
meet your needs.

For fast, low cost* re-
prints of articles ap-
pearing in Business In-
surance, or to obtain
reprint permission for

your own copies, call or

write:

Reprint Department
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ow Iinnovative is your
reinsurance”?

F-111* - rr ,——— North American Re has been a professional
reinsurer since the turn of the century.

And yet some of the newest, most innovative
reinsurance programs being designed today are
originating with us.

So if your reinsurance program hasn't been
reviewed to keep up with your changing risk
environment, call us.

We're the company that's carving out whole
new areas of reinsurance you should know about.

NOETH AMEBCAN

In these uncertain times,
it doesn't pay to be uncertain about your reinsurer.

NORTH AMERICAN REINSURANCE CORPORATION 100 EAST 46TH STREET NEW YORK, NEW YORK 10017 TELEPHONE 212-907-8000
ATLANTA, BOSTON, CHICAGO, DALLAS, DENVER, HOUSTON, KANSAS CITY, LOS ANGELES, NEW YORK, PHILADELPHIA, SAN FRANCISCO, SEATTLE
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YOUHAVE'K)
Go'K)MEET
YOURFOREGN
INSURANCE
NEEDS?

Some people go to extraordinary lengths to
get insurance overseas.

They send themselves everywhere they
need coverage. Encountering underwriter
after underwriten While trying to unravel the
mysteries of countless foreign regulations.

Other people simply come to American
International Underwriters.

At AlU you get a world of insurance from
just one underwriter.Who writes insurance one
way Your way.

Our branch offices span 130 countries and
jurisdictions. And we have direct control over
all of them.

We also employ more people here in the
United States than any otherAmerican insurer
of foreign business. Over 1000 people. In 14
locations. Backed by a powerful home office.

They can write, implement and service
your insurance on the spot.

As for claims, we go to great lengths to
settle them. Our three regional claim offices in
the US. coordinate the activities of over 1000
people around the world.

Now you know why we write more
insurance overseas than any other American
insurance company.

So contact your nearest AlU branch office.

Unless, of course, you're currently dealing
with another insurer. In that case, just send us
a postcard from wherever you are.

ONCE AGAIN
EANSWERISAIG

A.l.U Oftfices in: Washington, D.C., Dallas, San Francisco,

New York, Houston, New Orleans, Atlanta, Chicago, Los Angeles,
Tulsa, Minneapolis, Seattle, Cleveland, Toronto.
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AGENTS: What do you do when a client asks
about long4erm auto leasing insurance?

Be sure-take advantage of our extensive experience with this
difficult-to-place business. Designed specifically for the automobile
leasing/rental industry, our program saves your time, cuts your
co$ts, saiisfies your customer. We do the work, you get the credit!

« Lessors Excess Liability « Primary Physical Damage

- Lessors Contingent Liability « Primary Liability coverages

« Contingent Physical Damage - Interim Car Coverages

We invite your inquiry and your business.
Call or write Ron Ruane.

Nl

PAIGE-RUANE, INC.
INSURANCE

Physical Damage by
/Motors Insurance
The Irwin Building
460 N. Gulph Road
King of Prussia, PA 19406
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Workers return to jobs with health claims

Continued from page 3

Though most research indicates
that eating habits are linked more
to social class and child rearing
than employment, researchers are
are now beginning to believe that
people do go hungry in America,
despite social welfare programs.”

The results of these problems
could manifest in decr6ased energy
and productivity, specific organ
diseases such as cirrhosis of the
liver, dental problems and cancer.

"Stress itself is a major health
risk. Doctors now link stress to a

number of diseases including men-
tal disorders, diabetes, cancer,
ulcers and arthritis. Most of these
won't show up for some time, but
do manifest eventually,” Mr.
Pappas noted.

Employees who survive a round
of layoffs may also become in-
creased health risks, other speakers
noted, especially if the employer
skimps on compliance witt occupa-
tional health regulations.

Eric Frumin, health and safety
director for the New York-based
Amalgamated Clothing & Textile
Workers Union of America,

Risk.You must size up each situation precisely

No matter what kind of risks your business faces, Corroon & Black can
help you afford them. We've developed some very sophisticated techniques
that forecast future losses and quantify appropriate risk retention levels. This
enables us to give better advice on the best way to finance your risks.

It's the kind of expertise you'd expect from one of the top business
insurance brokers in the world. So, contact us. We'll show you there are ways
to face risks without taking too much of a chance.

,r, CORROON & BLACK

T.2 Putting insurance risks into perspective.

Wall Street Plaza. New York. N.Y. 10005 - 212-363-4100

pointed to a "cynical political ideol-
ogy" that develops among both em-
ployees and employers during a re-
cession.

"Employers generally discourage
worker complaints about health
hazards during a recession," he ex-
plained. "And employees generally
fear for their jobs and are reluctant
to complain. This makes it hard to
identify hazards in the workplace
and correct them before they lead
to serious health problems."

Employers, he added, also tend to
exaggerate the cost of complying
with new health standards and
seek to delay changes that would
bring them into compliance. In
1975, for example, Mr. Frumin says
textile manufacturers grossly exag-
gerated the cost of complying with
the Occupational Safety & Health
Administration’'s cotton dust stan-
dards.

"OSHA estimated the cost of
compliance at about $542 million
for the whole manufacturing in-
dustry,"” Mr. Frumin recalled. "The
manufacturers estimated the cost at
over $980 miillion. Both were
wrong and neither had counted on
the impact of new technology, im-
proved procedures and the de-
creased unit cost brought about by
improved productivity.”

In 1982, OSHA and the unions
reported that compliance with cot-
ton dust standards had cost textile
manufacturers only $142 million so
far and estimated that only about
$102 million would be required to
complete the job.

"The funny thing is that those
employers that had made the in-
vestment (in compliance) had huge
profits and were much better able
to withstand the present economic
adversity.

"In 1981, employers who com-
plied with the cotton dust standards
saw profits increase 18%, about 44%
ahead of the industry as a whole.
The profits were mostly due to the
improved technology and reduced
lost time,"” he said.

Although unemployment may
increase the number of subsequent
health claims, accident rates among
employees who keep their jobs
gradually decrease during periods
of economic adversity. But, even
that encouraging statistic may hide
an expanded health risk, says Jo-
seph Shirmer, an industrial hy-
gienist and safety researcher for

the New Jersey Department of
Public Health.

"Unemployment generally
varies inversely with the accident
rate among employees who are still
working," he said. "However, that
may be seen by management as an
excuse for not investing in health
and safety matters." ,

Accident rates naturally go down
during periods of high unemploy-
ment, Mr. Shirmer said, because
the employees who keep their jobs
are generally older and more expe-
rienced. Also, the total number of
hours worked decreases at the com-
pany, resulting in a lower inci-
dence rate, he added.

Of course, working conditions
may have improved, but safety
risks may have been shifted to
health risks.

"For example, one agricultural
company reduced its employment
needs by developing a machine
that picks cotton. This reduced the
incidence of back injuries among
the remaining employees. How-
ever, the machine was less careful
about picking cotton than humans
and thus picked dirtier cotton with
a greater disease risk.

"The elimination of the ergono-
mic risks led to an increase in
health risks by those who process
the cotton, the impact of which
may not be fully understood for
several years," he said. .
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Firms uniting health, safety offices: Survey

By LEN STRAZEWSKI

health and safety services are pro-
vided by a wealth of different per-

PHILADELPHIA Ismigrel including safety and secu-

employers are following the
lead of oil and petrochemical
companies and are working to
establish health, safety and
loss-control departments man-
aged by a single officer.

Such a new corporate de-
partment, according to a study
of Fortune 200 companies by
Henry 81 Lick, senior indus-
trial hygienist for Ford Motor
Co., could pull together up to
19 health, safety and workers
compensation specialists who
now share fragmented respon-
sibilities as members of several
different departments.

Mr. Lick announced the re-
sults of his study last month at
the American Industrial Hy-
giene Conference in Philadel-
phia.

Although his study, co-auth-
ored by E.J. Kerfoot, a profes-
sor at Wayne State University
in Detroit, received responses
from only 71 of the Fortune
200 companies, Mr. Lick says
he believes that the responses
paint an accurate picture of
how large companies organize
safety and health responsibili-

ties.

According to the survey,

Don't expose
more workers

to dangers

PHILADELPHIA-Rotat-
ing employees who are ex-
posed to hazardous substances
on the job may do the em-
ployer more harm than good,
an industrial relations profes-
SOr says.

"Rotating employees ex-
posed to health hazards may
seem like the employer's easy
solution to occupational dis-
ease problems, but in the long
run it may create more-not
less-disease in the work-
force," says Nicholas Ashford,
associate professor at Massa-
chusetts Institute of Technol-
ogy's Center for Policy Alter-
natives in Cambridge, Mass.

The problem with using job
rotation to control exposure to
toxic materials is that even
brief exposure to harmful
chemicals, fibers and other
hazards-especially carcino-
gens-may be enough to ini-
tiate health problems, Mr.
Ashford told the American In-
dustrial Hygiene Conference.

An analysis of disease statis-
ties gathered by researchers

who have studied asbestosis

and other occupational dis-
eases indicates that continued
exposure to some hazards
ceases to aggravate health
risks beyond a certain point,
while even short exposure
may be enough to initiate the
disease, he says.

"By rotating employees; an
employer may indeed be
lowering the risk for an indi-
vidual, but spreading the ex-
posure to a greater proportion
of the workforce and aggra-
vating the health risks," he
said.

"The eventual result will be
more disease-more cancer-
in the population, not less."

Employers that are aware of
occupational health hazards
should take the more expen-
sive-but safer-alternative
and eliminate the unsafe job
until the exposure can be re-
moved completely, Mr. Ash-
ford advised. i

rity directors, loss-control engi-
neers, nurses, medical directors, in-
dustrial hygienists, workers
compensation directors and 12
other subclassifications. These peo-
ple report to a wide variety of cor-
porate managers, including fi-
nance, administration, engineering
and human resources management.

For example, although more
than 97% of responding companies
have safety directors, they report to
a variety of managers. More than
40% of the safety managers report
to a central health and safety exec-
utive, but more than one-third re-
port to a human resource director
who would be likely to oversee
only one or two other health and
safety specialists.

Or.ly 14% of the safety directors
at the surveyed companies report
to finance and administration de-
partments that also include corpo-
rate risk managers.

Nearly 90% of the companies also
had workers compensation diree-
tors on staff, but only rarely would
these executives report to the same
corporate officer that oversees
safety, the survey says.

About one-half of the respon-
dents' workers comp directors re-
port to finance and administration
departments, while about a third
are supervised by human resource
directors. Only 10% report to a cen-
tral health and safety executive,
according to the study.

Mr. Lick noted that companies in
the Fortune 50, and oil and petro-
chemical companies in particular,
tend to have the most comprehen-

su*pe

sive and most centralized corporate
safety and health departments. But
he added that other companies re-
sponding to the survey seem to be
more frequently grouping their
health and safety experts under
corporate rather than individual
operating divisions.

Most often, companies that are
starting to centralize safety and
health management are uniting the
two functions under human re-
source departments rather than fi-
nance and administration execu-
tives, he added.

For example, the safety and
health department of Hughes Air-
craft Co.'s ground system division
follows this integrated model, ac-
cording to Renzo Venturo, the
director of the division's safety and

health section.

The safety and health section,

organized under the human re-
source management department,
oversees health issues for about
15,000 employees, or about one-
third the company's workers.

"It became clear to us over one
year ago that in order for safety
and health professionals to be ef-
fective, they would have to become
integrated into the management
decision-making process," Mr.
Venturo noted.

The combined health and safety
department, established last year, is
responsible for all regulatory com-
pliance, accident investigation,
workers compensation case man-
agement and health and safety
publications. At the request of cor-
porate management, the section
also conducts safety audits and par-
ticipates in quality-control reviews
of product lines. -

, And its protection is designed ,

by Rollins Burdick Hunter.

NEW YORK-The Verrazano-Narrows Bridge. Millions of
ions of concrete. Enough wire cable to encircle the globe.

Twin steel towers so far apart, they were built to conform
to the curvature of the earth.

To build the Verrazano, the Tri-Borough Brid le Authority
needed the helpof building experts. And when hey needed
a protection plan for eveiything from tornado to third parly

ROLLINS BURPICK
HUNJ-EK

Taking Risk Out of Risk Management, Worldwide.

Headquarters: 10 South Riverside Plaza, Chicago, 60606

liability, the Authority called in another kind of expert.

The experts of Rollins Burdick Hunter.

Let us put together a team targeted specifically to you
and your companfs needs. A team that will strive to go
beyond the traditional in protecting your assets.

Just like we did on this little job in New York

312-454-1400
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Employees have right to health data: Lawyers

By LEN STRAZEWSKI

PHILADELPHIA-Employers
that monitor the health hazards
their employees face may be risk-
ing both workforce stability and
trade secrets, legal experts say.

Employees have a legal right to
some occupational health data, ex-
plained attorneys who addressed

the American Industrial Hygiene
Conference last month. And the re-

lease of that data could lead work-
ers to refuse potentially hazardous
jobs while identifying the em-
ployer's trade secrets, they said.
"There's been a lot of talk and
concern among employers regard-
ing state right-to-know laws that
force employers to disclose infor-
mation about job hazards,"” re-
marked Michael F. Dolan, an attor-

ney with the firm of Seyfarth,

Shaw, Fairweather & Geraldson in
Chicago. "But federal law has be-
come much broader than these
state laws and more demanding of
employers."

Employees have a right to some
health monitoring data under the
Federal Toxic Substances Act and
the Occupational Safety and Health
Act, Mr. Dolan explained. And re-
cent National Labor Relations
Board rulings have expanded em-
ployees' right to know under the
National Labor Relations Act.

In one such ruling against De-
troit Edison Co., the NLRB ruled
that employees represented by a
union had the right to demand ag-
gregate safety and biological moni-
toring information from an em-
ployer for the purposes of collec-
tive bargaining.

Failure to provide that informa-

tion would be considered an unfair
labor practice and could subject the
employer to sanctions under the
National Labor Relations Act.
"Since unions have a duty to rep-
resent their members and employ-
ers have a duty to bargain in good
faith about everything that relates
to working conditions, the NLRB

ruled that health data was essential
information on which to base bar-
gaining," Mr. Dolan noted.

This poses a problem to employ-
ers that maintain health hazard
data on individual employees be-
cause they are forced to eliminate
the identitities of specific employ-
ees and generate general statistics
to comply with the ruling. That can
be costly, but the alternative is a
longer legal battle that could have

eventually end in expensive NLRB
sanctions.

"The simplest way to avoid a
sanction is to disclose everything to
everybody, but other choices in-
clude making health data available
on a need-to-know basis or not at
all and fighting it out legally,"” he
said.

Whatever the decision, the em-
ployer is in a double bind.

If the health monitoring infor-
mation is disclosed, employees may
use the specific information out of
context to refuse hazardous work
assignments or begin grievances
against the employer that could be
turned into an advantage during
collective bargaining.

If health hazard information is
not disclosed, employers could also
be subject to various kinds of
worker action including slow-
downs, mass refusals to work spe-
cific assignments or strikes.

Whether your business is small,

not quite small,

or not small at all.

Nationwide can protect your business with a
full range of insurance coverage no matter how
big or small you are. No matter how fast you
are growing. Nationwide has the special flexi-
bility to develop customized solutions for your
insurance problems.

Today, when it makes more

OGO yeUrisararte pro-

NATIONWIDE
INSURANCE

o Nationwide is on your side

gram, be sure to talk to a Nationwide represen-
tative. Ask about coverage and most impor-

tant, about Nationwide's support services.
Whether you are small or not small at all,
your business deserves big protection from
Nationwide Insurance. It's all part of Nation-
wide's blanket protection for

your family.

your business. And, of course,

Nationwidd is on your side

Home 01Rce: One Nationwide Plaza, Columbus, Ohio 43216 « Nationwide Mutual Insurance Company

Nationwide Mutual Fire Insurance Company * Nationwide Life Insurance Company

Available in most states. An equal opportunity employer.

Biological monitoring informa-
tion that is released may be used
for other actions against an em-
ployer besides collective bargain-
ing, other experts point out.

If the employer has not properly
protected an individual's right to
privacy when disclosing corporate
health information, the employer
may be subject to a civil suit from
the identified employee, some at-
torneys believe.

Employees and unions could also
use the information to identify
what some employers view as trade
secrets. Secret formulas for sub-
stances and products could be fore-
ibly made public.

"Though the courts have gen-
erally balanced employees' right to
know by the employer's right to
trade secrets, there is some sugges-
tion in other recent NLRB rulings
that manufacturers could soon be
bargaining over trade secrets,"” Mr.
Dolan said.

Nicholas Ashford, an attorney
and associate professor at Massa-
chusetts Institute of Technology's
Center for Policy Alternatives in
Cambridge, Mass., agreed.

"The trade secret issue is hope-
lessly confused," he said. "It's not at
all clear that all trade secrets are
the property of employers any-
more. Recent NLRB rulings have
already expanded the Detroit
Edison doctrine and pointed out
that an employer's duty to disclose
does apply to chemical identity and
medical information relating to
health hazards.

"Also, employers may be re-
quired to reveal this information to
the Environmental Protection
Agency, which in turn may publish
the information, even if it is a trade
secret," he said.

Employers must also beware that
their biological monitoring does not

lead to intentional or unintentional

discrimination, noted attorney
Joan E. Bertin of the Women's

Rights Project sponsored by the
American Civil Liberties Union.

"At their best, such programs
offer valuable assistance to employ-
ees to maximize the healthfulness
of their environment, taking into
account their own physical charac-
teristics.

"At their worst, however, they
threaten the basic civil rights and
concepts of fairness by depriving
employees of freedom of choice
and classifying them according to
immutable characteristics and
membership in racial, sexual or
ethnic groups," she said.

Genetic screening programs, like
those that have been used to screen
blacks for sickle cell anemia traits
and women for child-bearing ca-
pacity, may already be discriminat-
ing against groups that have lim-
ited access to the job market, Ms.
Bertin said.

"That these two groups, tradi-
tionally disfavored in obtaining job
opportunities, should be singled out
for a form of 'protection,' which
carries with it further employ-

ment-related disadvantages, cre-
ates some substantial cause for con-

"Other elements of the history of
exclusionary policies directed to-
ward women bear some attention,”
she continued. "Virtually all of the
jobs from which women have been
barred by these policies are in the
petrochemical industries or other
heavy industries and are jobs in
which the pattern of employment
reveals entrenched long-term sex

discrimination. These were tradi-

tionally male jobs in male do-
mains.”

The same kinds of exclusionary
policies were never developed in
female-intensive jobs, even though
the same hazardous chemicals were
in use, a good indicator that the
screening process may be a pretext
for discrimination, she said. .
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Some property insurers may advise you
to check your ftre extinguishers once a
year - and call it engineering.

They may send somebody over who
doesn't know which end of a set of plans
is up - and call him an engineer.

At Allendale every one of our 67
engineers has earned a degree in engineer-
ing or a related discipline. Each is given
advanced training in one or more
specialized phases of loss prevention

«1 at our world-famous Factory Mutual
2 1 training center. All are bona fide

\ professionals, whose experience
averages 15 years.

Allendale engineering

recommendations are backed

by the over 1,000 engineers and research
scientists of the Factory Mutual System.
Not to mention the knowledge and
expertise Allendale has developed over
148 years devoted to preventing loss.

So when it comes to engineering,
come to Allendale. Don't be
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Allendale Insurance

World leader in loss prevention engineering for commercial and
industrial property and member of the Factory Mutual System.
Allendale Insurance, Allendale Park, RO. Box 7500, Johnston, Rl 02919
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Exposure standards can prompt suits

Continued from page 3

Since employees have a right to refuse unreason-
ably hazardous job assignments under the Occupa-
tional Safety and Health Act, allegations that em-
ployees received insufficent information to make
that decision could subject the employer to fraud
charges as well as OSHA fines and sanctions.

An employer's best defense against such lawsuits
is to try to get the claim moved back into the work-
ers compensation system, Ms. Brooks noted. But if
that attempt fails, an employer should try to prove
that the intent of the exposure guidelines were to
protect employee health and were designed accord-
ing to the best available information.

Compliance with state and federal laws should
also be presented as evidence, as well as any indica-
tion of employee negligence. However, the best de-
fense is probably on-the-job prevention, she ad-
vised.

Ms. Brooks recommended that employers work
with unions to properly disclose "sanitized" health

and hazard information.

"And, if possible, write shared responsibility for

safety and health matters into your union contracts.
This makes a union lawsuit on behalf of a member
less likely, though the union itself can be sued for
failing in its duty to represent its members,"” she

said.

Communicating information about hazardous
substances to employees is essential, Ms. Brooks
added. But employers should be careful in how the
information is passed to employees. If posssible, as-
sign a trained executive to explain exposure hazards
and to answer employee questions in person.

Other speakers pointed to additional problems i
with internally developed exposure guidelines, not
the least of which is the paucity of good data.

One hygienist for a large chemical manufacturer

= Is your company meeting
OSHA compliance regulatons? Do
you have questions about chemicals
used in your plant? Carnow, Coni-
bear & Associates Ltd. offers an ar-
ticle free of charge entitled "Medi-
cal Surveillance: An Introduction.”
The article, which originally ap-
peared in Best's Safety Directory,
discusses occupational medical
surveillance and outlines various
programs. To receive a copy, write
E.M. Barry, Carnow, Conibear &
Associates Ltd., 20 N. Wacker

Drive, Chicago, lll. 60606.

noted that most published studies of hazardous

chemicals tend to use laboratory-pure.substances,

not technical-grade chemicals.

"Industrial technical grades tend to have inadver-
tent contaminants and trace elements that won't be
accounted for in the guidelines based on published
testing. If a disease problem develops, this could be
taken as a sign of negligence," she said.

» The Occupational Safety and
Health Administration has com-
piled a report on fatality/catas-
trophe investigations conducted

on falls from elevated platforms
and scaffolds. The cases in the re-

port illustrate failures of proce-
dures or standards and suggested

High Risk shouldnt
interfere with yourc#entkbusiness

Difficult risks can be an annoy-

ing problem for your clients.
Especially hazardous business
not covered by standard insur-
ance markets. That's where we
can heln.

The Reliance Specialty Lines
General Agency is an excess,
surplus and special risk under
writing facility that specializes
in dificult risks. We provide
coverage for a variety of primary
and excess product lines. Our
property policy coverage areas
include earthquake and flood,
large deductible property
accounts, older buildings and
capacity risks, to name a few.

Our casualty policies covermost

manufacturing operations, includ-
ing mining and oil, contractors,
security guards, garage or repair
operations and machine shons.

If you have a unique or difli-
cult risk, call us . We 11 wnte your
account. Or well help you find
the right market for that particu-
lar risk.

It's an effort you
don't get from most
other insurance
companies. But our
dients have gro
accustomed to such
a respo . We give

you more

that's the only way we do business.
For more information, contact
Dick Root, vice president, or Ken
Davis at (206)952-7660. Or write
RO. Box 601Z Federal Way,
WA 98003.
And let us worry about high
risks while ycu worry about
your busmess

RELIANCE SPECIALTYLINES

We offer more because we have more
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info

ways to prevent falls. The OSHA
report, PB 83-194-050, is $8.50, and
can be ordered from the National
Technical Information Service,

5285 Port Royal Road, Springfield,
Vva. 22161.

- A free brochure is available
discussing periodic payment set-
tlement services from Settlement
Planning Inc. To obtain a copy,
write Settlement Planning Inc.,

6800 France Ave. S., Minneapolis,
Minn. 55435,

- A folder of brochures describ-
ing the various products and ser
vices of Atwater McMillian Inc.,
a risk management company affi-
liated with St. Paul Surplus Lines
Insurance Co., is available free
from the company. For a copy,
write Rhenda Miller, Vp-Market-
ing, Atwater MeMillian Inc., 445

Minnesota St., Suite 900, St. Paul,
Minn. 55101.

- AN examination of the stan-
dard workers compensation ex-
perience modification was pub-

lished in a recent issue of Risk.. ..

Management Commentary by D.A.
Betterley Risk Consultants Inc. To
better understand the factors af-
fecting experience modification, a
copy of the article is available for
$15 by writing D.A. Betterley Risk
Consultants Inc., 446 Main St.,
Worcester, Mass. 01608.

* The June issue of Employee
Benefits Journal contains articles
on multiemployer trusts, guaran-
teed investment contracts, medical
records' confidentiality and the
legal right to die. For a free issue,
write the Public Relations Depart-
ment, International Foundation of
Employee Benefit Plans, 18700 W.
Bluemound Road, Box 69, Brook-
field, Wis. 53005.

- A compilation of prop-
erty/casualty insurance statis-
ties by the National Assn. of Inde-
pendent Insurers is featured in the
1983 "Greenbook.” The informa-

ton also contains tables on workers
compensation trends. For a free
copy of the book, write Diana Lee,
National Assn. of Independent In-
surers, 2600 River Road, Des
Plaines, Ill. 60018.

= A brochure describing the
products and services of The
Hartford Steam Boiler Inspec-
tion & Insurance Co. is available
free. For a copy, write The Hart-
ford Steam Boiler Inspection & In-
surance Co., Marketing Services, 1
State St., Hartford, Conn. 06102.

» For a concise explanation of
Social Security, send for Com-
merce Clearing House's 252-page
book, "1983 Social Security Ex-
plained." Copies are $9 each. To
order, write Commerce Clearing
House, 4025 W. Peterson Ave., Chi-
cago, lll. 60646.

= The latest American National
Standards Institute catalog can help
you keep up to date with more than
10,000 standards for materials,
equipment and products. The ca-
telog and a supplement are free to
ANSI members; the catelog and
supplement cost $10 for non-mem-
bers. To order, write Sales Depart-
ment, ANSI, 1430 Broadway, New
York, N.Y. 10018.

Have a new report, booklet or promo-
tional brochure you'd like to send to
buyers of insurance? Business Insur-
ance will describe material costing
less than $20 as an editoriat service in
the weekly Info for Buyers column.
Simply send us a short description Of
the material to be offered, along with
the cost and a mailing addyess. Ad-
dress all contributions to Info for
Buyers, Business Insurance, 740 N,
Rush St., Chicago, Ill. 60611.
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"The boss wants an up-to-date listof Peoria
back-injury claims by 5? Hank, you need a miracle!"

What Hank needs is OSCARS; the revolu-
tionary up-to-the-day, on-line claim reporting
system from Hartford Specialty. OSCAR lets you
instantly determine the current status of individ-
ual claims, or get an up-to-date summary of
outstanding claims. You can even break out
claims on the spot using criteria you select on
the spot. And you can do all that from any
location with an electrical outlet and telephone.

Find out how OSCAR can help you control
claims, losses, and insurance costs. For a book-
let and more information, write Hartford

Specialty Company, Hartford Plaza, ==
Hartford, Conn. 06115. o
Don't make a decision on any
specialty business without a
quote from Hartford Specialty.

40*2.

HARTFORD
SPECIALTY .. j,#

Performance is our specialty.

Hartford Specialty Company. An affiliate of The Hartford Insurance Group, Hartford, Conn. 06115, Products and services:
underwriting and risk financing programs. Claim, loss control and captive services. Global marketing and worldwide coverages.
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Each time you ship cargo abroad, you're send-
ing not only a piece of your business, but also a
piece of your reputation. Both of which are too
important to be taken lightly. That's why, 1jke
the other parts of your business, it needs to:be
properly protected.
But protecting your property at sea can be

much more complicated than protecting iton

land. For one thing, your property is out of your

hands and in someone else's.

To be a marine underwriter requires an f;
intimate knowledge of insurance la]ws and'rac-
tices all over the world, as well as an equaly
intimate knowledge of seaports, piers, shipping
practices and marine law. At AFIA, we spedalize
in that kind of knowledge.

A case in point: Marine Cargo daims can
have all sorts of unusual ramifications on both
sides of the water. Just recently, we wrote a
policy for a major television network sending-
video equipment to Ecuador. Aside from the

usual concerns, like having the equipment arrive

safely, the network was equally concerned
about whether they would have the equipment
back safely and in time to cover pro football in
the fall. We handled it efficiently, quickly ind
properly. So the next time you see your favorite
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team score on a double reverse, chances are we
had a hand in helping it run smoothly.

That's just the sort of thing which exempilifies
the innovative, young-thinking attitude we have
at AHA. For a long time, we\re had the reputa-
tion of being an old-fashioned company. In a
way, that's true. But only because, at AFIA, old-
fashioned means experienced, knowledgeable
and dependable. Combining that experience with
an aggressive posture is what AHA is all about.

AHA has been involved with U.S. imports and
exports to and from practically every country in
the world since 1918. There are approximately
250 marine daims and settle ment offices in the
AFIA claims network to serve you. And because
AFIA is active in 135 countries, we know the
ropes on land and at sea.

In fact, to a lot of people whose products spend
a lot of time at sea, we're the salt of the earth.

AFIA

VVORLDWIDE INSURANCE

Theolderweget
theyounger we think.

AFIA Worldwide Insurance, 110 William Street, New York, NY 10038 Atlanta, Boston, Chicago, Cleveland, Dallas, Houston, Los Angeles,
Miami, Minneapohs, San Francisco, Seattle, Washington, D.C. and 230 other cities around the world.



Captives: Chart yourcourse with one
whoknows the waters.

Self-insurance is one thing. Forming and The Travelers is further eguipped to supply
operating a captive insurance company is something the support services that can lead to a smooth and
else again. At The Travelers, we aon'tjust under- profitable operation. Our claim and engineering
stand the difference, we can make the difference. services and our loss reporting capabilities have

Whether your captive is new or established, made us a leader in the msurance industry. Your

needs in these areas will be met

by seasoned frofessionals who
pride themselves on innovation

and flexibility.
And when it comes to
“lronting;' The Travelers is the
company to have behind you.
a4y, 1 . . We're notjust licensed in every
S state, we're in every state. This
5 ' B | assures prompt personal attention
902<ARTZ . <4%40H5 it 0.1 K%9:4 | from pegple vr\)lhg understand
h - local insurance regulations. We
also offer our captive clients
-, unrelated thirdparty business
., 3 froma large stable book.
’ Association Captives are
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9> ENY%4, ma—ime ) achieve equitable premiums for

s 1.1, : 6 4:> 1/ft association members.

If a non-owned captive is
a reasonable risk-funding alter-
native for a parent corporation,
we even offer the capacity to

foreign or domestic, The Travelers can meet your «Rent-A-Captive.

needs. Efficiently and effectively. Our people are Chart your course with one who knows the
trained specialists who, together with your broker waters. Whether your insurance needs are tradi-
and captive managers, can steer you through the tional or transitional, you can depend on
complexities that tace a captive. These include pro- The Travelers. .

jecting total losses, estimatmg service costs, and For a series ofbrochures, Risk Mana{;ement,

addressing tax questions, as well as suggesting cash A Financial Modeli' contact: Richard C. Barbieri,
reserve limits and choosing appropriate reinsurance (203) 277-7579, The Travelers, One Tower Square,

mechanisms. In fact, we can even manage your Hartford, Connecticut 06115.
investment portfolio. Or send us the coupon below.
TO: Please send your series of brochures,

The Travelers "Risk Management, A Financial Model;' to:

One Tower Square 1 TI herravelerC
Hartford, T 06115 NAME

COMPANY PHONE

Att: ADDRESS The Travelers Indemnity Company
and its Affiliates

Richard C. Barbieri cry STATE zIP 816/6 Hartford, Connecticut 06115



SPREADING THE RISKS

By Donald E. Reutershan

(RSES RASHS

York Insurance Exchange.

The exchange is the international
insurance and reinsurance marketplace
that commenced operation in New York
in March 1980. It has written
approximately $250 million of premiums
in two years and nine months, with $157
million written during 1982 alone.

T6 the NYIE, those race horses, raisins
and salvaged safes represent ordinary,
everyday opportunities to serve the
public.

Why an insurance exchange? One of
its major attractions is its ability to
spread a risk over a number of risk
taken so that high-risk coverage can be
provided for ventures that a single large
company would refuse.

For instance, robots represent a
staggering concentration of value in a
relatively limited space. As a result, it
can be difficult to obtain coverage for
them. As the trend moves more and
more toward robotics, we're eventually
going to end up in some instances with
more machines than people. The
fortunate thing about people is that they
get out of a burning plant. Machines,
however, don't know enough to do that.

Another area of required capacity is
for satellites. Current communication
satellites have values in excess of $80
mimon per satellite and, in effect, they

NYIE president examines
three paradoxes found in life

sit on top of a giant tin can housing a
huge firecracker.

If all goes well, the satellite is in orbit.
If it doesn't, with one big bang, $80
million is gone.

A nother feature of the insurance
exchange is the speed and ease with
which the prospective insured can be
served. In an hour at the exchange, a
broker can accomplish what would
require days if visiting individual
company offices. The broker assembles
his or her coverage as one would fill a
shopping cart. visiting different
underwriters who conduct business side
by side, all on one large floor.

In addition, when the coverage is
completed, the broker pays not 20 to 25
individual premiums but instead just one
tally-as at the checkout line-totaled
and recorded by the staff of the
exchange.

| have taken time to describe the
exchange for two reasons.

One, no salesman should ever miss the
opportunity to make a sales pitch to an
audience as prestigious as this one is.
Two, and more importantly, the
exchange brings into focus some of the

serious contradictions that face our

society today-areas that need our
serious attention for our future
well-being. Let'S consider three of them.
Each one is a paradox.

Paradox No. 1: Life should be
sustained at all costs. That is, unless the
person is dead or not yet alive.

Paradox No. 2: All carcinogenic agents
should be banned and those who
produce them should be held liable for
their production. That is, unless the
carcinogen happens to be something we
like or is deemed somewhat necessary.

Paradox No. 3: Every person injured
in any way should receive necessary
medical care and, in addition, income
support while he or she is incapacitated.
That is, unless he or she is injured by a
criminal, an uninsured motorist or a
hunter during hunting season.

"IEWED IN in light of

uman fe-begtrs and-ends:

initiates a series of serious

| consequences. The
determination of when life should end

presents even more complex
considerations.

| present this not as a religious or
moral issue, although obviously there
are serious implications on each count.
Rather, | present it as representative of
some of the more complicated social
issues that face us with increasing
severity as our technical knowledge and
capabilities increase to initiate the living

process and delay the death process.

['m sure many of you read aboutthe
pregnant woman in California who was
deemed legally dead because her brain
had stopped functioning but whose
22-week-old fetus continued to live. For
64 days, with her husband's consent. she
was fed intravenously and her heartbeat
and respiration maintained on
mechanical support systems. She and
her unborn baby were monitored
around the clock, infused with necessary
hormones and the baby was delivered by
caesarean section.

After the baby was born, the
mechanical systems supporting the
mother were turned off and 27 minutes
later all body functions ceased and she
was pronounced dead. At last report, the
nine-week-premature baby was doing
well. The article, however, did not
address the issue of the cost of this effort.

Now let us consider the implications of
Paradox No. 1.

Life should be sustained at all costs
unless the person is dead or not yet alive.
Is death represented by decay and life
represented by the lack thereof? If living
flesh is purposeless, is it alive?

These somber questions need to be
addressed if we are to adequately
manage our technical abilities with
respect to sustaining life-whether
young or old. They need to be addressed
if we are to determine the number and
the extent of resources we are willing to
commit for preservation of life. And we
need to address the obligations we owe
one another in that regard.

Continued on net page
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perspective

Physical

"Physical Security: Practices
and Technology"

By Charles Schnabolk

Butterworths, 10 Tower
Office Park,
Woburn, Mass. 01801

388 pages; $22.95

By Jay R. Dixon

HARGESRCENABOLKS 8. pertice

clearly lies in the technical aspects of
security, particularly alarm systems.

The three chapters in his book about
alarm systems, his chapter on locks and his
chapter on legal considerations are quite
good and the illustrations are excellent.

It's when he ventures into the historical,
philosophical and operational arenas of
private security that he gets himself into
trouble. And by trying to satisfy both
college students and professionals in the
security field in a single text, he
accommodates neither very well.

While the technical chapters are
reasonably well-written, the others, except
for the legal chapter, are not. Much of that

security book misses safety mark

books & ideas

fault lies with the editor.

Mr. Schnabolk has been allowed to

generalize too broadly. He makes such
statements as: "Key control is almost
non-existent (in hospitals) because of the
difficulty in getting doctors to cooperate
with a security program.” Another is:
"Owners of burglarized premises often
cover up their normal accounting
inventory shrinkages by adding:hem onto
the estimated loss claim when the burglary
report is submitted to the insurance
company."”

Such generalized statements are
inappropriate in a professional text. When
he says that ". . .no workable system has
been found that can be used to screen
visitors to office buildings," the author
misleads his readers. In fact, such systems
are in place and are working.

Some of Mr. Schnabolk's advice is
questionable. His flat statement that fences
around buildings should be no mcre than 3
feet high so that patrolling police can see
over them (he later acknowledges there

may be applications for higher fences),
would cause many professional security
managers to chuckle.

Mr. Schnabolk seems to contradict
himself when he says that more federal
control of private security is needed, but
later says there is an urgent need for the
private security sector to set its own
standards or face being controlled by state
or federal regulations.

One also wonders where he is headed
when he suggests steps to be followed
before private security can become an
accepted part of the criminal justice
system. He doesn't support his apparent
premise that private security wants to or
should become a part of the criminal
justice system, or that the criminal justice
system needs or wants private security as
an appendage.

This is a gossipy book with too many
comments about what's wrong with the
security industry and too few remedies.
His theme that the security industry has
grown with little control as to standards

and ethics, while correct, becomes

monotonous and has little to do with what

the author says his book is about.
If you know nothing about private

security, you'd learn something by reading

this book but the non-technical chapters,
except the legal chapter, are too general to
be of real value to the beginning student.
Unfortunately, the earlier pages detract
from, rather than support, the real
contribution the author has to make.

Mr. Schnabolk's descriptions of locking
mechanisms and various alarm
components and systems are worth
reading. Had he confined himself to those
topics, he might have offered an
outstanmnding texx<t.

Jay R. Dixon is up and general manager Of

Crocker National Bank in San Francisco.

The Perspective section, which is a
forum for readers' opinions, is
compiled and edited by Assistant
Copy Editor Claudette Dampier. She
can be reached at 312-649-5282.

EXCHANGE OFFERS CHOICES TO BUYERS

Continued from previous page

A RECENT MOVIE and
/ television program about the
/ six-million-dollar bionic
man has many of the
same kinds of curious
predictions for the
future that some years back were
contained in the Jules Verne and Tom
Swift books.

They-as you remember-described
inventions not yet known at that time
but which have become reality during
the last 60 years. Should we spend $6
million to repair one human? Any
hurnan?

Another question: Has our rate of
invention and discovery surpassed our
willingness to deal with the social and
moral issues springing from our
discoveries?

The second paradox deals with
carcinogens.

Should all carcinogenic agents be
banned-except those we like? We're all
familiar with the problems connected
with the use of asbestos. | wonder if our
society is prepared to accept from the
surgeon general the label that reads
"Warning: This product may be harmful
to your health.” Will society permit this
simple warning to absolve the
manufacturer from all responsibility for
the manufacture and distribution of its
product?

If this were permitted with certain
chemicals, the rice farmers in Arkansas
would have the unquestioned right to

continue the use of dioxins to control

weed growth as long as each barrel that

was used contained the warning label
from the surgeon general.

Similarly, this labeling could be used
as a handy remedy for the waste
products of those manufacturing
operations that produce electricity from
nuclear fuel, for the byproducts from the
manufacture of valued plastics and

electrical transformers and for a host of

other useful products. Should we put
such a label on salt as well as saccharin?
Statistical evidence concerning the
harmful impact of excess salt on the
human body is almost as compelling as
or even more compelling than the
statistical evidence concerning the use of
saccharin?

The third paradox deals with our
society's expectation that every person
injured in any way will receive
necessary medical care and also income
support. That is, unless that person is
injured by a criminal, an uninsured
motorist or a hunter.

We quickly learn that a person
crippled physically or psychologically by
a criminal generates only the lowest
level of welfare and social-support
services. In sharp contrast, an
automobile accident can result in one of
the parties becoming an untaxed
millionaire at the expense of that same
society.

On the one hand, the individual
receives marginal care. On the other, he
or she can receive the finest care that
mbney can provide. It is only the
circumstances of the occurrence of the
injury that make the difference.

Or, substitute an accident in the

workplace or an injury from a

manufactured product used in a fashion
unintended or unanticipated by the
manufacturers or distributors of the
product.

If the basic issue to be addressed
represents the proper care of the
individual injured, then let us recognize
that care is the issue to be considered
rather than the method by which the
individual is damaged. The driver of a
car confronted with a sudden emergency
when traveling 55 mph, whether that
driver be you, me or your teenage son or
daughter, has about as much control
over subsequent events as the
manufacturer of a product intended for
one use but used in another, unintended

manner.

1 E ARE incurring

monumental societal
i/ costs in many
instances in which we

have not even paused to

1 1 evaluate the basis for
incurring such costs. Until we undertake
such fundamental evaluations, we will
continue to disproportionately
compensate individuals who bear
identical injuries. Should the only
difference lie in the manner in which
their injuries arose? Is a battered woman
or child less entitled to support than a
person who has slipped and fallen on a
defective stairway?

As a society, shall the issue of the care
of those suffering from cancer be based
on the agent that caused it, the economic
condition of the person affected or the
ability of the organization which
generated the agent to pay-or on #

whether the ingestion of the agent was
pleasurable or not pleasurable, intended
or unintended?

If | appear to have asked more
questions than | have answered, as
indeed | have, it is simply a reflection of
the fact that | have spent a lifetime in
the business of insurance.

Most of the cost of the problems we
have discussed flows through the
insurance mechanism, whether it be

, extended hospital care for prolonged

life, consistent management of
carcinogenic agents or payment for an
auto injury or asbestosis claim.

As you are aware, the insurance
mechanism distributes these costs to
society as a whole and, hence, really is
another pass-through mechanism for
distributing societal costs. We at the
exchange are ever mindful of this fact.

| hope that you are as concerned about
these problems as | am and that you will
help the exchange address the central,
rather than the peripheral, issues.

We are moving so rapidly toward the
age of bionics and other
medical/technical advances that unless
we prepare ourselves to deal
thoughtfully with the issues raised by
those advances, we will deepen, rather

than resolve, our problems.

Donaid E. Reutershan
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Don't pay dubious comp claims, attorneys say

By CAROL CAIN

MEDINAH, lll.-Employers
often rush into making costly
workers compensation decisions,
according to attorneys from Rooks,
Pitts, Fullagar & Poust, a Chicago-
based law firm with a specialty
practice in workers compensation
litigation.

"The most important decision to
make is that first one: whether an
injury is compensable or not,” said
Douglas F. Stevenson, a partner in
the firm and counsel to the work-
men's compensation committee of
the lllinois Manufacturers' Assn.

"If there's a doubt in your mind,
don't pay,"” advised attorney John
B. Adams, another member of the
firm. "If you pay, you bought it. It's
not our responsibility to prove we
have to pay."

If the injury in question turns out
to be non-compensable under
workers compensation law, the
wait will save employers money. If
the injury is determined to be com-
pensable, the scrutiny and wait is
still worthwhile since the maxi-
mum penalty for not paying, under
lllinois law, is only $2,500, Mr. Ste-
venson said.

The law firm, in conjunction
with the lllinois Manufacturers'
Assn., presented a one-day "sur-
vival training"” course in workers
compensation at the Medinah
Country Club last month for about
400 employers.

"Our task in lllinois is somewhat
more perilous than in other states
because (workers compensation)
benefits are high with no financial
incentive for workers to go back to
work," Mr. Stevenson said.

The basic weekly compensation

"Resusci Anne" CPR training manikin by Laerdal Medical Corporation, counesy 01 American

benefit in lllinois is two-thirds of
the employee's average weekly
wage. For permanent partial dis-
ability, in most cases, the maximum
compensation is $282.25 per week.
For temporary total disability, the
maximum is $446.40 per week.

The rates for neighboring states
and other industrial states often are
lower than the benefits paid in llli-
nois. For example, the maximum
temporary total disability benefit in
Indiana is $140 and in Ohio it's
$298. The maximum permanent
partial benefit in Indiana is $75 and
$149 in Ohio.

Those high lllinois benefits add
up quickly, which is why an lllinois
employer should take time at the
beginning to sort out the facts of an
alleged injury, attorneys from the
law firm said.

Employers that try to determine
whether an injury is compensable
should ask the following questions,

said attorney William N. Krucks:
- Did an "accident" occur?

= Did the accident cause an in-
jury?

« Did the accidental injury arise
out of and in the course of employ-
ment?

- Did the accidental injury
cause temporary or permanent dis-
ability?

"The burden of proof is supposed
to be on the employee, but often it's
on you," Mr. Krucks said.

An accident comes under the llli-
nois Workers' Compensation Act
when an injury or condition hap-
pens or arises unexpectedly with-
out the affirmative act or design of
the employee and is traceable to a
definite time, place and cause, Mr,

Krucks said.

But, many injuries are not com-

pensable, he said.

"An intentional injury is not
compensable," he said, adding that
an injury to an intoxicated ern-
ployee also is not compensable. In-
toxication of the employee is a em-
ployer defense to consider if it ap-
plies, but it's difficult to prove, Mr.
Krucks explained.

Injuries to aggressors in assaults
are never compensable, but injuries
to employees who are victims of as-
saults are if the reason for the inci-
dent stems from that employee's
job duties, he said.

The courts have ruled that in-
juries from racially- or ethnically-
related assaults are compensable if
job-related.

Other court cases have held that
injuries that occur at company pie-
nies or sporting events are not com-
pensable unless the employee was
told to be there, Mr. Krucks said.

In some cases, injuries that occur
at a job site are really caused by a
pre-existing condition. Employers
that suspect as much should exam-
ine the doctor's report before de-
ciding to pay the claim, he said.

"IN order to survive in these
worker compensation cases you
have to defend your case. . .Every
ease can be defended on medical
causation, but you need a doctor;
you've got to identify the pre-exist-
ing condition. . .you need prior
medical records,"” Mr. Krucks said.

Such a defense, if won, can save
a company thousands of dollars in
future benefits, especially if the in-
jury results in temporary total dis-
ability, or if it results in death. In
lllinois, the maximum death bene-
fit is $465,584, he said.

Physicians also are necessary to
support employer defenses in cases

where the employee had a heart at-
tack.

"Heart attacks are a big-ticket
item, a high-stakes game at the (lI-
linois) Industrial Commission," Mr.
Krucks said. Employment has to be
a contributory cause-but not the
sole cause-of the attack for it to be
compensable.

The best defense in such a case is
to show that the employee's heart
had deteriorated to such an extent
that anything could have precipi-
tated the attack, Mr. Krucks said.
"But once again, this takes the help
of doctors.”

Expert medical testimony also
has been the most successful way to
prove that a pre-existing condition
is responsible for an employee's
psychological disabilities, which
can often result in costly perma-
nent partial disability benefits, he
said.

Employers that wait for evidence
in order to decide whether to pay
or contest a claim often are hassled
by employees who want to settle
quickly, the attorneys said.

Mr. Stevenson said if the injury
is legitimate, pay right away; but if
it is not, then take the time to build

"If you're waiting for a doctor's
report, don't pull your hair out. Get
the employee to apply some
pressure. It's not our responsibility
to prove that we have to pay," Mr.
Adams said.

But there are some times when
promptness pays off, according to
attorney Daniel P. Socha. He
pointed out some ways to reduce
risks and avoid litigation, includ-
ng:

* Minimize lapses in benefit

payments.

66It'S a matter of life."”

Ikn Beiser talks about Structured Settlements. TM

ciation Suncoast Chapter, Inc.,2 VIIIII,IA

* Minimize arguments over
medical expenses.

Mr. Stevenson then added:

« Make your approach to settle
the claim to the employee at the
workplace.

For those cases that do end up
going to court or to the state Indus-
trial Commission, the attorneys
gave additional "survival tactics":

- Never abdicate the case to an
insurance company or to an attor-
ney. Maintain control yourself.

= Wait until the plaintiff's claim
or a final report from the treating
physician is filed before establish-
ing your case. Employers may
spend time and money unnecessar-
ily on the wrong thing.

- Attend the Industrial Com-
mission hearings. If there is only an
attorney representing the com-
pany, that lawyer may not know
enough about the business to an-
swer questions. An employer in at-
tendance also shows the commis-
sion that the company cares.

« In the old days, delays were a
weapon of the defendent. But since
there have been rule changes in the
lllinois work comp system-defen-
dents in some cases now have the
right to set a case for trial. Employ-
ers, as defendants, should get the
case to trial when it's convenient
and optimistic for them. They
shouldn't wait to react to whatever
the plaintiff's lawyer does.

- As a trial tactic, catch the
claimant in some kind of a lie. It
doesn't have to be a material lie,
but it will defuse the case. For in-
stance, if the claimant says he was a
war veteran and the employer can
show he wasn't, then there will be
doubt raised about the other things
the claimant says. -

Len Beiser, one of The Structured Settle-

ments Company's expert negotiators, is
also a volunteer instructor of Brst aid and

cardio-pulmonary resuscitation.

"l joined Structured Settlements after
20 years in the claims insurance field
because | fell in love with the, idea," says
IEn. "Negotiating a successful settlement
can give you the same sense of fulfillment
that you feel when you get a letter saying,
'| saved a life because of something |
learned in your first aid dass.' It's mar-
velous to know that you've helped some-
one through a catastrophe, and let them
get on with the business of life.

A successful Structured Settlement rep-
resents much more than saving money
for the insuror. It also guarantees finan-
cial solvency for the plaintiff and lets
them concern themselves with healing

and continuing.
"It's a matter of life-and that's the

most precious thing we have."

THE

STRUCTURED
SETTLEMENTS
COMPANY

5757 West Century Blvd.

Los Angeles, California 90045
East Coast Omce: 800-237-6361
West Coast Omce: 800-421-2022
In California: 213-642-1999

In Florida: 813-823-2666

($ces in Ibs Angeles » San Francisco
- St. Petersburg « 1bmnto
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datebook

JUNE 26-30. International Insurance seminar

in Singapore, sponsored by International Insur-
ance Seminars Inc.; $650. Dr. John S. Bickley, P.O.
Box J, The University of Alabama, Universiti,
Ala. 35486; 212-570-2338.

JUNE 27-29. Safety for the Oilfield seminar n
San Francisco, sponsored by the International
Safety Academy; $395. ISA, 10575 Katy Freeway.
P.O. Box 19600, Houston, Texas 77224; 713-932-
9400.

JUNE 27-JULY 1. Occupational Safety Man-
agement course in Chieago, sponsored by the N:-
tional Safety Council; $495 for members; $620 fcr
non-members. Also July 1145 and Sept. 13-17 in
Chicago. NSC, 444 N. Michigan Ave. Chicago, IlIl.
60611; 312-527-4800, ext. 283

JULY 10-15. Seventh Annual National Syml»
sium on Workers Compensation in Oroni,
Maine, sponsored by the University of Maine;
$375. Helen Thomas, 1721 Pine St., Philadelphia,
Pa., 215-735-0205

JULY 1145. Fundamentals of Modern Safety
Management course in Seattle, Wash., sponsored
by the International Loss Control Institute; $626.

ILCI, P.O. Box 345, Loganville, Ga. 30249; 404-465-
2208

JULY 1145. Total Loss-Control Management
seminar in Houston, sponsored by :he Interna-
tional Safety Academy: $585. ISA, 10575 Katy

Freeway, P.O. Box 19600, Houston, Texas 77224;
713-932-9400.

JULY 18-19. Computer Security workshop in
New York, sponsored by the Computer Security
Institute; $495. Computer Security Institute, Dept.
1P, 43 Boston Post Road, Northborough, Mass.
01532; 617-845-5050

JULY 18-20. Safety for the Ollfield seminar in
Houston, sponsored by the In=ernanonal Safety
Academy; $395. ISA, 10575 Katy Freeway, PLO.
Box 19600, Houston, Texas 77224; 713-932-9400.

JULY 18-22. Basic Safety Management seminar
in Chicago, sponsored by the International Safety

Academy, $570. ISA, 10575 Katy Freeway, P,O.
Box 19600, Houston, Texas 77224; 713-932-9400.

JULY 18-22. Safety Training Methods course in
Chicago, sponsored by the National Safety Coun-
cil; $495 for members; 8620 for non-members. Also
Sept. 20-24 in Chicago. NSC 444 N, Michigan
Ave., Chicago, Ill. 60611,312-527-4800, ext. 283

JULY 18-22. Safety Evaluation for Single Lo-

cation Personnel conference in S,attle, Wash.
sponsored by the International Loss Control Insti-

oBC
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tute; $625. ILCI, P.O. Box 345, Loganvil.e. Ga.
30249.404-466-2208.

JULY 21-23. Laior-Management Trustess and
Administrators institute in Toronto, spersored
by the International Foundation o. Employee
Benefit Plans; $390 for members; $465 kr non-
members. Als Aug. 1547 in Seattle. IFEBP, 18700
W. Bluemound Road, Box 69, Brookfield. Wis.
53005: 414-7866700.

JULY 25-28. An Ergonomics Approach to Ma-
terials Handling basic and advanced sem: nars in
Houston, sponscred by the International Safety
Council; $375 ISA, 10575 Katy Freeway, P.O. Box
19600, Houston, Texas 77224; 713-932-9400

JULY 25-29. Fundamentals of Modern Safety
Management course in Atlanta, sponsorec by the
International Loss Control Institute: $625. ILCI,
P.O. Box 345, Loganville, Ga. 30249; 404-463-2208.

JULY 27-29. Risk Management in Environ-
mental Health & Protection summer institute
in New York. sponsored by New York University;
$400. Summer Institute in Risk Management in
Environmental Health & Protection, Graduate
School of Public Administration, New Ycrk Uni-
versity, 4 Washington Square N, New Yo:k. N.Y.
10003; 212-593-3133

JULY 27-30. Corporate Benefits Management
conference in Monterey, Calif., sponsored by the
International Foundation of Employee Benefit
Plans; $470 for members; $545 for non-members.
IFEBP, 18700 W. Bluemound Road, Box 69,

Brcokfield, Wis. 53005; 414-786-6700

JULY 28-3(. Florida Surplus Lines Assn. an-
nual conveition in Boca Raton, Fla.; $123 for
members and associate members; $150 for non-
members. Philip R. Cree, FSLA, Box 343800,
Coral Gables, Fla. 33114; 305-448-2211

AUG. 34. Public Employees conference in Seat-
tle, sponsored by the International Foundation of
Employee Benefit Plans; $390. IF'FEBP, 18700 W.
Bluemound Road, Box 69. Brookfield, Wis. 53005;
416-786-6700.

AUG. 4-6. Public Sector Pension and Health
and Welfare Benefit Plans conference in Seat-
tle. Wash., sponsored by the International Foun-
da.ion of Employee Benefit Plans; $390. IFEBP.
18700 W. Eluemound Road, Box 69, Brookfield,
W:s. 53005; 414-786-6700.

AUG. 842. Basic Safety Management seminar
in Houston. sponsored by the International Safety
Academy; 8570. ISA, 10575 Katy Freeway, P.O.
Bcx 19600, Houston, Texas 77224; 713-932-9400

AUG. 8-12.tass Control Management course in
Atlanta, sponsored by the International Loss Con-
trol Institute; $625. ILCI, P.O. Box 345, Loganville.
Ga. 30249; 04-466-2208.

AUG. 9-12. Employee Assistance Program-
ming fifth biennial Canadian conference in To-
ronto, sponsored by Humber College; $100 per day
or $235 for entire conference. Input '83 Headquar-
ters, Professional and Management Development,

Humber College, Box 1900, Rexdale. On-
tario. Canada MOW SLY; 416-675-7420

AUG. 15-19. Professional Consulting in
Safety and Loss-Control course in At-
lanta, sponsored by the International Loss
Control Institute, $625. ILCI, P.O. Box 345,
Loganville, Ga. 30249; 404-466-2208.

SEPT. 11-14. Society of Chartered Prop-
erty and Casualty Underwriters 39th an-
nual meeting in New York; $225. Society of
CPCU, Kahler Hall, Providence Road, CB
#9, Malvern, Pa. 19355; 215-648-0440

SEPT. 12-14. Techniques of Risk Man-
agement conference in Chicago, sponsored
by the Risk & Insurance Management So-
ciety: $345 for members; $445 for non-mem-
ben Editorial Department, RIMS, 205 E.
42nd St.. New York, N.Y. 10017; 212-286-
9292

SEPT. 21-23. Reinsurance Concepts con-
ference in Chicago, sponsored by the Risk
& Insurance Management Society; $445 for
members; $545 for non-members. Editorial
Department, RIMS, 205 E. 42nd St., New
York, N.Y. 10017; 212-286-9292

SEPT. 21-24. International Benefits semi-
nar in San Francisco, sponsored by the In-
ternational Foundation of Employee Bene-
fit Plans; $470 for members; $545 for non-
members IFEBP, Box 69, 18700 W. Blue-
mound Road, Brookfield, Wis. 53005; 414-
786-6700.

SEPT. 25-28. International Assn. of In-
dustrial Accident Boards & Commis-
sions 69th annual convention in Atlanta,
sponsored by the association; $160 for mem-
bers; $220 for non-members. James C Pul-
lin, IAIABC Convention-83, c/o Georgia
Workers Compensation Building., 100 S.
Omni International, Atlanta, Ga. 30335;
404-656-2048.

SEPT. 25-29. National Association of
Life Underwriters annual convention in
Chicago, sponsored by the association,$125;
$105 before Aug. 1. NALU Convention Reg-
istration, 1922 F St. N.W., Washington, D.C
20006; 517-372-5148

SEPT. 2628. Valuation seminar in Long
Grove, lll., sponsored by the Kemper
Group.$300. W.P. Thomas Jr., NID (HPR)
A-1; Long Grove, lll. 60049; 312-540-3380.

SEPT. 27-OCT. 1. Safety Management
Techniques course in Chicago, sponsored
by the National Safety Council, $545 for
member; $680 for non-members. NSC, 444
N. Michigan Ave., Chicago, Ill. 60611; 312-
527-4800, ext. 283.

SEPT. 29-OCT. 1. Sixteenth Annual Ca-
nadian Conference in Lake Tahoe. Nev..
sponsored by the International Foundation
of Employee Benefit Plans; $390 for mem-
bers; $465 for non-members: optional pre-
conference programs offered at an addi-
tional charge. IFEBP, 18700 W. Bluemound
Road, Box 69, Brookfield, Wis. 53005; 414-
786-6700

OCT. 3-5. Techniques of Loss Control
conference in Chicago, sponsored by the
Risk & Insurance Management Society;
$345 for members; $445 for non-members,
Editorial Department, RIMS, 205 E. 42nd
St., New York, N Y. 10017; 212-286-9292

OCT. 3-7. Property Conservation course
for property owners in Long Grove, lll.,
sponsored by Kemper Group; $400. Also
Nov. 7-11 in Long Grove, Il W.P. Thomas
Jr.,(HPR), A-1, Long Grove, lll. 60049.

OCT. 942. EDP Institute in Palm Springs,
Calif.,sponsored by the International
Foundation of Employee Benefit Plans;
$390 for members; $465 for non-members.
IFEBP, 18700 W. Bluemound Road, Box 69,
Brookfield, Wis. 53005; 414-786-6700

OCT. 17-19. Fundamentals of Insurance
conference in Toronto, sponsored by the
Risk & Insurance Management Society;
$345 for members; $445 for non-members.
Editorial Department, RIMS, 205 E. 42nd
St.,New York, N.Y. 10017; 212-286-9292

OCT. 17-21. Advanced Property Conser
vation course in Long Grove, lIl., spon-
sored by Kemper Group,$400. W.P.
Thomas Jr., NID (HPR) A-1, Long Grove,
1ll. 60049; 312-540.3380.

OCT. 24-26. Health Care Cost-Contain-
ment seminar in San Francisco, Calif.,
sponsored by the International Foundation
of Employee Benefit Plans; $390 for mem-
ben; $465 for non-members. IFEBP, 18700
W. Bluemound Road. Box 69, Brookfield,
Wis 53005.414-786-6700.

OCT. 31-NOV. 1. Communicating Em-
ployee Benefits conference in Chicago,
sponsored by Business Insurance $95; 10%
discount for additional participants from
the same company. Ann Vazquez, Business
Insurance, 220 E. 42nd St., New York, N.Y.
10017; 212-210-0137

NOV. 11-16. Design for the Future 29th
annual educational conference in New Or-
leans. sponsored by the International Foun-
dation of Employee Benefit Plans; $450;
$390 before Nov. 10; $130 extra for each
preconference institute selected. IFEBP,
18700 W. Bluemound Road, Box 69, Brook-
field, Wis. 53005.414-786-6700

NOV. 14-18 Fundamentals of Industrial
Hygiene Monitoring course in Long
Grove, Itl., sponsored by National Loss
Control Service Corp., $425. John Gairis.
NATLSCO, Long Grove, lll. 60049; 312-540-

— ey — = _ -—m
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A regular editorial section exclusively for agents and brokers

Should

producers
serve clients

on their own??

'4,f k

4%

By DONNA LEIGH YANISH

Some producers seem to be like Greta Garbo: They
want to be alone. But some agencies and brokerages
prefer backing their producers up with a team of ex-
perts and other support personnel.

What is the most efficient structure for your
ss agency's or brokerage's sales and service staff, the one
*5 that yields the greatest results at the lowest cost?

99 Agents and brokers usually claim they have an effi-
cient sales and service system, yet no two agencies and
brokerages are structured exactly alike.

n Most structures, however, fall into two categories.

The first is the account executive unit or producer
unit system, where the person who makes the first
sales call continues to be the principal contact person
for the client. He or she services most or all of the
business with perhaps some assistance from customer
service personnel.

Producers under this system usually do have some
backup, either from a production supervisor or another
producer, but the initial salesperson retains ultimate

*p responsibility for the account.

Under the producer unit structure, the producers

Agents and brokers
don't necessarily agree

themselves sometimes market the risks to insurers.
Agents and brokers who favor combining production
and marketing tasks say that the producers can best
communicate information about the risk to insurers
because they're most familiar wth the risks.

Of course, some producers market risks to insurers
because the agency or brokerage doesn't have the re-
sources to establish a marketing department.

Relatively small agencies and brokerages, those with
fewer than 40 employees, tend to be organized in the
producer unit structure, but not all that use this system
are small. Arthur J. Gallagher & Co., the nation's 10th-
largest brokerage based on 1981 revenues, uses the sys-
tem (see story, page 24D).

Opponents of the structure say that producers' stron-
gest skills should be production and the time they must
spend servicing accounts already on the books is time
they're not spending on producing new business.

To alleviate this problem, some agencies and broker-

Photos: Sheila (YDonnell

Or should they
be backed

by a team
of experts?

ages use a decentralized structure in which employees
specialize and production and service are handled sep-
arately.

Under this system, the salesperson produces the
business and then turns the account over to a servicing
technician, frequently called an account executive.

The producer usually remains familiar with the ac-
count, but relinquishes ultimate responsibility to the
account executive.

Under this system, account executives don't perform
all servicing functions on the account. Technicians,
called administrative assistants or account executives
assistants, handle much of the day-to-day servicing re-
quirements. They usually report to a technician coordi-
nator and often work on accounts handled by several
account executives. A separate marketing department
places the business with insurers.

Since three to five people service an account, the
account can be handled smoothly if a producer or ac-
count executive leaves the firm, proponents of the sys-
tem say.

Which of the two systems-producer unit or decen-
tralized is better? Agents and brokers that use these
structures give their opinions in the following stories.
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A&A lets clients determine approach

Alerander & Alexander Inc.'s
clients dec.de whether their ac-
counts will be serviced by one ac-
count executive or a variety of
A&A employees.

"We offer to designate one per-
son as a .iaison with a client. But

some clients want a direc: relation-
ship (a-.th technicians). so we can
organ ze in that basis.' says Mike
White, executive vp and group
director for Ncr.hwestern op€ ra-
tions in A&A's Chicagc office.

"We dc favor having one person
respons-ble for an accc int, thol_gh,
because it allows fcr :ccountabil-
ity," Mr. White says.

A&A offices are structuzed
around tlie accoint executive unit
system though modifications in the
systern are made degending on
both the size of the office hand. ing

the account and the preferences of
be AtA managing vp who over-
sees :he branch, Mr. White
explains.

Some sfecialty coverages, like
aviation policies, may also be han-
died differently, he adds.

To illustrate how the account

executive unit system works, Mr.
Whits uses as an example a large
A&A office, like New York or Chi-
cago, that contains more than 200
employees. In such an office, ac-
count executives are responsible
for producing and overseeing the
service on their accounts.

The acecunt executives are
organized in units containing four
to six account executives, who all

repor. to a unit leader.
When an account executive is in-

Security Guard Services
Detective Agencies

Patrol Agencies

vited to prepare a quote for a client,
the unit leader assists in putting to-
gether a team to develop the ac-
ccunt, Mr. White explains.

The team includes the account

executive and one or two account
executive assistants, depending on
the size and complexity of the ac-
ccunt. A backup account executive
also becomes familiar with the risk
at the outset of the project to avoid
problems if the original account ex-
ecutive leaves the company.

The account executive who pro-
daces the business is the quarter-
back of the team and coordinates
:ke efforts of all technicians work-

.ng on the project, Mr. White says.

He or she works with the market-

.r.% staff to place the risks with in-

sdrer.

"We don't prohibit account exec-

utives from marketing, but if they
do (place the risks), they better be
right. They're taking on a function
that isn't really their responsibility,
but the system's flexible. If an ac-
count executive has a relationship
with an underwriter, it may work,
particularly on smaller acco-ints."

Clients can be better served
when the production and market-
ing functions are separate, Mr.
White contends. Most account exec-
utives' professional backgrounds
are different from those of market-
ing people. Account execs are sales-
oriented, while marketers fre-
quently come from underwriting
positions with insurers. That differ-
ence should be maintained to in-
sure a proper balance, he says.

The account executive also su-
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pervises the account executive as-
sistant working on the account. As-
sistants usually work with the same
account executives all the time, Mr.
White comments, unlike the struc-
tures used by other brokers in
which assistants are assigned to ae-
counts depending on their work

load.

Assistants aren't secretaries for
account executives, Mr. White
stresses. Each A&A office has a
word processing department to
perform secretarial duties, freeing
the account executive assistants to
work directly with the account ex-
ecutives and clients, he says.

Assistants, however, never take
final responsibility for accounts;
that remains with the account ex-
ecutives.

Unit managers have overall re-
sponsibility for all the account ex-
ecutives in their units and responsi-
bility for maintaining a book of
business themselves, Mr. White
explains. They must keep their
own accounts in order, but not at
the expense of the unit's book of
business as a whole, he says.

Unit managers share the respon-

Mr. White

sibility for overseeing account ex
ecutives with the office's sales
manager, who reports directly to
the managing vp heading the of-
fice, Mr. White continues. Account
executives may work day-to-day
with the unit managers but "when
the sales manager wants to guide
that account executive, he is work-
ing for the sales manager."

Production is the key to the sales
manager's job. Along with working
with the account executives, the
sales managers coordinate a group
of people who are an exception to
A&A's account executive unit
structure-the pure producers.

Large A&A offices contain a few
pure producers who solely generate
business and then turn the accounts
they produce over to an account ex-
ecutive, Mr. White explains. These
people excel in sales and A&A's
structure allows them to concen-
trate their efforts on the job they do
best, Mr. White notes.

Although some brokers say pure
producers are effective but are too
much of a luxury (see story, page
24C), Mr. White disagrees. Pure pro-
ducers aren't expensive and their
function-sales-is the lifeblood of
the brokerage business, he says.

Pure producers, however, re-
main the exception rather than the
rule at A&A.

Smaller offices may eliminate
some of the upper layers of man-
agement structure, Mr. White adds.
For example, in an office of about
40 employees, the unit managers
may report directly to the manag-
ing vp, bypassing the group leader
position, or the managing vp may
also fill the sales manager's fune-
tion.

It's up to the managing vps to de-
cide what works best in their of-
fices, Mr. White says.

-By Donna Leigh Yanish
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Reed Stenhouse's system varies with office size

Producers at Reed Stenhouse
Inc.'s largest offices spend less time
servicing accounts than producers
in the brokerage's smaller offices
under a form of the decentralized
sales and service system.

For example, producers in Reed
Stenhouse’'s New York office,
which has more than 250 employ-
ees, open the door to new business,
but service personnel called servic-
ing account executives take over
almost immediately, explains An-
drew Marks, director of business
development for Reed Stenhouse.

"The (servicing) account execu-
tive gets involved from the very
beginning and establishes a strong
relationship (with the client). It's
the account executive that deals
with the day-to-day things, coor-
dinating the technical work."

Even at the brokerage's largest
offices, however, producers stay in
contact with clients rather than re-
linquish the account totally to the
servicing account executive, Mr.
Marks continues.

Pure producers, those who sell
an insurance program and then
completely turn over the account to
someone else, are effective but very
expensive employees, he says. A
broker must pay for their services
as part of overhead whether or not
they're producing business, he
notes.

Reed Stenhouse producers, how-
ever, are more like pure producers
than salespeople at other brokers,
like Alexander & Alexander Inc.,
because Reed Stenhouse producers
don't retain ultimate responsibility
for the accounts they produce.

At A&A, account executives,
who produce accounts, oversee the
other personnel who help service
the account and retain responsi-

bilty for the account. Non-account
executives who serve the client re-

Mr. Marks

port directly to the account execu-
tive (see story, page 24B).

At Reed Stenhouse, however,
once a producer sells an insurance
program and turns it over to a ser-
vicing account executive, the latter
is held responsible for the account
even though the producer stays in
contact with the client, Mr. Marks
explains.

Because Reed Stenhouse pro-
ducers retain some contact with eli-
ents they don't exactly fit the defi-
nition of pure producers. But they
have an advantage enjoyed by pure
producers, while avoiding a disad-
vantage.

Like pure producers, they have
the freedom to concentrate on sales
because they've transferred re-
sponsibility for accounts they pro-
duced to servicing account execu-
tives.

However, Reed Stenhouse pro-
ducers still maintain some contact
with the accounts they produce and
can contribute the knowledge they
gained by establishing the account
even after it is transferred to the
account executive. In a pure pro-
ducer system, this knowledge is
often lost.

Personnel who service the ac-

counts at Reed Stenhouse don't re-
port to the producers, as at some
brokerages. Instead, they're super-
vised by the office's manager of
services who Mr. Marks calls "a
quality-control person.”

"Our (servicing) account execu-
tives do produce some new busi-
ness. But, because of the time it re-
quires to service, we don't get
many production results. The ac-
count executives do get bogged
down.”

A servicing account executive at
a large Reed Stenhouse office
doesn't always work with the same
producer on new business, Mr.
Marks says.

In most cases, when a new ac-
count comes to a large Reed Sten-
house office, a new business com-
mittee-made up of the directors of

client services, marketing and new
business-analyzes the account as
well as the account executives' ex-
pertise and workload. Then, they
assign the account to a particular

account exec.

"The account executive then

works with the producer and the
client to gather necessary informa-
tion and sits down with a market-
ing committee to put together an
insurance and risk management
program that they can sell to the
insurance company,”" he says.

"When putting together an entire
insurance program, (the account
executives) also get input from
loss-prevention and maybe the
computer people as well."

On specific coverages, like direc-
tors and officers liability insurance,
the account executive may bypass

the marketing committee and go
directly to a marketing specialist

for that coverage, Mr. Marks says.
The account executive serves as a

liaison with the technical staff
working on an account, Mr. Marks
notes. "We don't want a client deal-
ing directly (with technicians). Ac-
count executives must be involved
because they're held responsible.

"It may be more expensive to
(use the account executives as a
liaison) than to use direct response
between the client and techicians.
You do have a certain amount of
duplication of effort.

"For example, the client must
explain something to the account
executive who then explains it to
the property department who an-
swers the client again via the ac-
count executive,” Mr Marks notes.

"But, the account executive
knows who to go to to get answers
and also has the clout to get things
done as well. The account execu-
tive is also thinking of the client's
viewpoint."

At Reed Stenhouse's small of-
fices, producers help account exec-
utives service clients' accounts, Mr.
Marks notes. For example, in the
Fort Lauderdale, Fla., office, which
has fewer than 40 employees, the
producer markets the risks to in-
surers and may deliver claim
checks to the client as well.

Medium-sized Reed Stenhouse
offices, whose with about 60 to 75
employees, have sales and service
systems that share characteristics
with both the large and small of-

fices.

-By Donna Leigh Yanish
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James considering decentralized approach

Fred S. James & Co. Inc, is con-
sidering changing its sales and ser-
vice organization in its larger of-
fices to a decentralized system to
allow producers more time to pro-
duce new business.

"We currently use the old-school
system, where the producer pro-
duces the business but also handles
all the servicing," says Chuck Pat-
terson, senior vp in the Fred S.
James' Chicago office.

"But when you reach a certain
level of production, you reach a
plateau. The producer can't con-
tinue to produce and service all the

accounts," Mr. Patterson explains.
Under the sales and service

structure that James in consid-
ering, producers would have a
much greater backup system. The
proposed structure shares common

In AmateurYouth Sports

characteristics with the structure at
Alexander & Alexander Inc.,in-
cluding assigning individual ac-
count executives. who are not pro-
ducers, to handle an account after it
comes to the brckerage (see story,
page 248).

"If | sold a pece of business, |
would be responsible to assist on
servicing the account,"” says Mr.
Patterson in describing how the

proposed James structure would
work. "But someone will be identi-

fied as an account execut_ve who
can handle the day-to-day needs of
the account, Ba2king up the ac-
count executive will be one or two
adminisxative assistants who per-

form scme technical but mostly
clerical functions.”

Administrative assistants, who

work with a number of different

account executives, would repor to

a separate supervisor called an ac-
count ccordinator.

Despite the relatively large net-
work of people working on an ac-
count, incluc ing the account execu-
tive and the adminstrative ass.is-
tants, the producer won't rel,n-
quish all responsibility for the busi-
ness he or she produces, Mr.
Patterson stresses.

"The producer definitely is going
to be involved. He'11 introduce he
account executive (to the client, but
then say, 'If the acceunt execit.ve
isn't available when you have a
question, then call me.™

Producers under the proposed
system may also ha.re packup. A
second producer will be generally

We Make the Market

familiar with what's happening on
an account.

Producer backup, as well as the
proposed account servicing net-
work, should help alleviate some
problems James recognized inder
its current system, Mr. Patterson

notes.

First, the more people familiar
wish an account, tie greater the
chance for continuity if a producer
or another key person leaves the
brokerage.

Secondly, a network of Feople
available to either answer ques-
tions or know where the find the
answers increases efficiency, he
sa= s.

' For example," he says, "I travel
a lot. When | return, | usually have
a Kile of messages. A lot of people
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would call in and just ask me to call
back, because | didn't have any
backup. | then would spend at least
one day doing nothing but return-
ing phone calls.

"We feel under the new system
we can prevent the backlog and
have clients' questions answered
much more quickly.

"Clients also must understand
who the right person is to contact,
and feel comfortable with that per-

"We also must find out what ac-
counts need the most people (in the
servicing network). Some small ac-
counts, say $1,000 in premium, can
be very demanding, while other
must larger accounts need less at-
tention. It's up to the producer to
identify which accounts will re-
quire the most backup.” .

Gallagher gives
producers control

Clients are best served when
producers retain total control of an
account rather than turning it over
to someone else, says Patrick Gal-
lagher, area executive vp at Arthur
J. Gallagher & Co. in Rolling
Meadows, lll.

"Account executives, who are ul-
timately responsible for accounts,
are both sales and servicing people.
They're responsible for both pro-
ducing and retaining the business,"”
Mr. Gallagher says.

He admits that the system is
rather unusual among the large na-
tional brokers, but he says Gal-
lagher isn't planning on changing
its structure.

"Most (brokers) split all the
functions among various people,
but they lose control. They com-
pensate by saying they offer more
expertise that way. We have those
(experts) available, but we also
have the control. People also like
the personal service."

Producers at the brokerage do
receive backup for some of the ser-
vicing functions, Mr. Gallagher says.

Technical account assistants han-
dle some day-to-day inquires and
follow the producers' instructions.
These assistants do not, however,
work exclusively with or report to
one producer like support person-
nel at other brokerages.

Instead, technical account assis-
tants report to a technical assistant
supervisor, who coordinates the ac-
tivities of all the assistants in an of-
fice and reports to an area execu-
tive vp.

The area executive vp also over-
sees area vps, each of whom super-
vise from five to eight producers,
Mr. Gallagher continues.

When the producer is out of the
office, a client can go to the area vp
with an inquiry that can't be han-
dled by the account assistant.

Along with servicing, account
assistants help the producer market
accounts to insurance companies,
Mr. Gallagher says, explaining that
the brokerage doesn't have a mar-
keting department. Producers
know more about their business
than anyone else, so they're the
best people to communicate with
insurers about a risk, he says.

Gallagher, like most brokers,
does deviate from their typical
sales and service structure for some
accounts, Mr. Gallagher notes. Ac-
count executives in the special ac-
counts department take over the
servicing function and the ultimate
responsibility for the accounts sent
to the department.

Accounts are sent to the special
accounts department if the pro-
ducer and the client decide the ac-
count is too large for one producer
To sSsupPervisse - _



M&M calls in experts

from around the world

Marsh & MelLennan Inc., the
world's largest broker, stretches
the concept to decentralized sales
and service to all corners of the
globe.

Unlike other brokerages where a
sales and service team is located in
one office, M&M regularly calls on
personnel in offices throughout the

world to put together a team to
work on an account.

M&M has established 12 commit-
tees, whose members come from
different M&M's offices, which
specialize in different industries,
including aviation, chemical, and
pharmaceutical industries, explains
Pamela Newman, managing direc-
tor for client services.

From 12 to 15 M&M managing
directors, employees who have es-
tablished expertise in a particular
area, work on each committee.
They not only know what risks cli-
ents in the industry face, but they
also have formal education and ex-
perience that helps establish them
as experts, she says.

Committee members are actively
involved in producing all the busi-
ness in their specialty industry, she
continues. For example, when a
salesperson in the Chicago office is
invited to make a presentation to a
pharmaceutical company, he or she
contacts the chairman of the phar-
maceutical committee. The com-
mittee chairman, along with other
members of the committee, would

Rhulen producers
aided by callers

Cold calls are the most difficult
sales attempts for producers, most
agents and brokers agree.

To ease this problem, The Rhu-
len Agency is helping the pro-
ducers in its decentralized sales and
service system by having other
personnel contact account leads by
telephone before the producer
makes a call.

Rhulen, based in Monticello,
N.Y., assigns one or more customer
service representatives to contact
members of an industry the agency
has targeted, explains Jackie Mack,
vp for commercial lines.

The targets stem from a variety
of sources. For example, an insurer
with a new product may supply a
list of leads, or the agency may de-
velop the list using a directory of
companies in a particular industry.

The callers first introduce the

agency and explain the product
Rhulen is promoting, and then try
to determine the lead's premium
base. If the lead appears to fit into
the target group, the caller at-
tempts to set up an appointment for
a producer, Ms. Mack says.

"Customer service reps who
make the phone calls all have a
brokers' license. Sometimes people
want to know about the insurance
product right away. The caller has
to know something about insur-
ance.”

The customer service reps who
make the calls are salaried, she
notes, but "some day, if it works,
they might get paid on an incentive
basis," earning a fee for each ap-
pointment they schedule.

The jury is still out on the success
of the program, which began in
January. "It depends in part on
how good the callers are at sales.
One day a caller set up nine ap-
pointments out of 12. Usually
you're lucky if you get three (ap-
pointments) out of 10 calls."

Preliminary results also indicate
that the agency sells an insurance
package to about 50% of the target
clients who set up appointments
during the initial call.

help develop a Chicago-based team
to build a program for the prospec-
tive client.

The people on the team each
have different specialties, like loss-
prevention, underwriting and legal
expertise.

M&M emphasizes that its em-
ployees should be multidisciplined,
yet should also develop specialties.

Unlike other national brokers,
M&M doesn't have any pure pro-
ducers-people who make a sale
and then turn the business over to
someone else responsible for ser-
vicing the business, Ms. Newman
says.

"If you're the one developing the
business, you never leave the eli-
ent's portfolio,” she says. m
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Broker's experience aids company's recovery

SCARSDALE, N.Y.-A sue-
cessful insurance agent or broker
is, above all, a keen business per-
son, many industry observers say.

As an example, some of those ob-
servers point to Walter E. Bron-
ston, president of Novo Corp., a
small diversified industrial com-
pany, and chairman of insurance
brokerage Bronston Shapiro Inc.

About five years ago, Mr. Bron-
ston, who was then president of
Bronston Shapiro, stepped in to res-
cue Novo from bankruptcy.

The move put Mr. Bronstén on
rather unfamiliar ground. Since
1946, he had worked, exclusively at
the brokerage hisfather had
founded, W.E. Bronston & Son,
which later merged with E.B. Sha-

piro Co. to form Bronston Shapiro.
But as he worked at the bor-

kerage, he watched Novo, another
of his family's businesses, grow
throughout the 1950s and 1960s. "I
always remained on the periphery
(at Novo), though," Mr. Bronston
explains.

At the brokerage, he specialized
in placing wet and dry marine cov-
erage including risks in the truck-
ing industry, an industry in which
Novo was a key participant.

As Novo grew it diversified, pur-
chasing manufacturing companies
and businesses in the film industry

including a firm that made indus-
trial films.

In 1969, Mr. Bronston's father re-
tired from Novo, which was now
producing about $60 million in rev-
enues and several million in profits
annually.

Hege‘s wh

-€

The new management concen-
trated the company's resources
around its air freight subsidiaries,
Mr. Bronston says. "That required a
lot of money. To finance it, (the
management) sold off subsidiaries
that didn't fit. Unfortunately, they
were profitable."

By 1975, Novo had sold all its
manufacturing companies. And in
December of that year, Novo sold
its trucking fleet, the original life-
blood of the conglomerate.

Meanwhile, Mr. Bronston had
started to become more involved in
Novo. "In 1972 | put together a self-
insurance retention plan (for Novo)
through Midland Insurance Co. It
gave me more involvement in the
day-to-day operations of Novo. The
plan also helped reduce Novo's in-
surance expenses."

Reducing expenses was vital for
the company, which lost money
though operations throughout the
early 1970s. The profit the com-
pany continued to show during this
period was only generated by sell-
ing assets, Mr. Bronston explair.s.

In 1976, Mr. Bronston was elected
to the board of directors at Novo
and for the first time became active
beyond servicing the company’; in-
surance needs. Novo, however, was
now deteriorating rapidly, he says.

"By mid-1978, it became clear
that three of Novo's subsidiaries
were bankrupt. Our bank pulled
out, calling in the loans. Our attor-
neys told us the entire company
would have to go into Chapter 11. |
said | would watch the corpse for

three months.”

t
ve changed:

We updated our logo to better rep-
resent what we are - a specialty
company which takes an innovative
approach to its products and services.

Here's what

we haven 't:

To meet your needs, we offer almost
200 different property-casualty
coverages. If we don't have the exact
one you need, we'll tailor the coverage
to your specifications.

For the nonstandard private passenger
auto program, we developed an auto-
mated direct bill system. This state-
of-the-art system relieves the paper-
work burden so our independent
agents can spend their time selling.

Our private passenger auto and
motorcycle programs® are available
from a network of independent agents.
We market our commercial products

through the general agency system.
For more information on how our

innovations meet your needs, call or
write today.
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Mr. Bronston arranged with his
partner at Bronston Shapiro to turn
over day-to-day operations of the
brokerage to others so he could
concentrate his efforts on Novo.

Although Novo had a negative
net worth of $5 million and debts
exceeding $30 million, Mr. Bron-
ston didn't just "watch the corpse. |
convinced the bank that it would
be better off the longer it kept us
alive. ,

"l knew a great many people
who knew the freight forwarding
business," Mr. Bronston says, not-
ing his years of servicing the indus-
try through his insurance bro-
kerage. With their assistance, to-
gether with the knowledge he had
gained from working with the
trucking industry over a 30-year
period, he began liquidating por-
tions of the conglomerate while
building other, still-profitable sub-
sidiaries, like companies that trans-
port specialized goods.

Through the combination of
those actions, he reduced Novo's
debt and by 1980 the company was
again earning an operating profit.

The following year, a now

'The broad business

education you get in
insurance really made
the difference,’

Mr. Bronston says.

healthy Novo moved it headquar-
ters to Scarsdale, near Bronston
Shapiro.

Mr. Bronston says he'd like to
formally meld his two interests-
Novo and insurance brokerage.
"We're (Novo) looking for an insur-
ance brokerage willing to amalga-
mate. We could buy Bronston Sha-
piro, but that might be a problem.
It's hard to be completely objective
in a deal like that. We're really in-
terested in what's happening in the
insurance brokerage industry.

"It's not necessary for a parent
company to be intimately knowl-
edgeable about a (subsidiary's) in-
dustry, but it sure helps."

Knowledge and skills developed
in the insurance brokerage indus-
try helped Mr. Bronston rebuild
Novo, which last year reported
earnings from continuing opera-
tions of $458,000 on revenues of
$17.8 million, he says.

"The broad business education
you get in insurance really made
the difference. You also develop a
certain pragmatism in the insur-
ance industry that helps you suc-
ceed. In any business, risk is always
there. The question is, do you want
to hold on to it or send it away?" «



Agency captive seminar

Captive formation

By DONNA LEIGH YANISH

NEW YORK-Agency-owned
offshore insurance companies are
the wave of the coming decade, and
agents and brokers must be pre-
pared to ride along.

That was the message agents re-
ceived last month at a seminar on
organizing and operating agency
captives sponsored by American
Risk Management Inc., a subsidiary
of The Reiss Organization, a cap-
tive management company; and
Conning & Co., an insurance indus-
try consultant.

More than 100 agents attended
the two-day seminars to learn why
agents are forming captive insur-
ance companies and how they can
follow the trend.

One of the main reasons agents
are forming captives is to defend
their accounts from competitors,
according to Douglas H. Helm,
chairman and chief executive offi-
cer of H. L. Capital Management
Corp., a financial services corpora-
tion, in San Francisco.

Medium-sized accounts, historic-
ally the lifeblood of independent
agents and brokers, are being
courted by both large national bro-
kers, which previously concen-
trated on jumbo risks, and direct
writers, which are branching out
from personal lines, he noted.

To fight this encroachment,
agents are forming captive insurers
either as a single-agency venture
or, more often, through a group of
agents and brokers, Mr. Helm said.

Owning an insurance subsidiary
gives the agent or broker the mar-
ket control necessary to compete
with national brokers and direct
writers, Mr. Helm explained. An
agent or broker with a captive in-
surer isn't necessarily fettered by
market and product availability or
erratic pricing, problems the agent

may face when relying on tradi-
tional insurance markets.

Mr. Helm

A description of a typical agency
captive can help explain how the
venture affords this control.

The agency captive is designed as
a reinsurance facility for a select
portion of the agent's book of busi-
ness, usually the risks the agent un-
derstands best.

After incorporating the subsidi-
ary, usually offshore, the agency
establishes a fronting arrangement
with a domestic, licensed insurer.

All of the agency's risks that will
flow to the captive are placed with
that admitted insurer. Then the do-
mestic insurer reinsures all or some
of that risk with the agency cap-
tive. The captive, in turn, may re-
trocede some of its portion of the
risk to other insurance markets.

Because the agency's subsidiary
reinsures the lion's share of the
risk, the agent has an assured mar-
ket for business he or she wants to
write, as well as having the clout
necessary to design the insurance
products to meet specifications.

The guaranteed market puts the
independent agent on equal footing
with the direct writers and the
flexibility to design products.

And, according to Mr. Helm,
agents and brokers who own their
own captives have profited from
that edge. "About one-half of the
premium that's going into agency
captives comes from direct writers;
the other half comes from business
already (placed by) the agency."

It's this second half of the busi-
ness-the agency's current business
that is funneled into agency cap-
tives-that has many insurers ner-
vously watching the growth of
agency captives, Mr. Helm told the
agents in the audience.

agent/broker topics
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can help protect accounts

Many insurers say that if agents
and brokers get involved in risk se-
lection and place business ulti-
mately into a reinsurance company
they own, they'll place the best
risks in their own subsidiaries, Mr.
Helm said. Insurers fear the agents'
other markets will receive the less-
desirable risks.

"There's unbelievable fear (of
agency captives) from middle man-
agement. They don't realize (insur-
ers) can still generate fees through
working with captives. In almost
every instance, reinsurance treaties
with offshore captives owned in
part by insurance agents are con-
structed in such a way as to share
the risk on a quota-share basis with

the policy-issuing company.

In a quota-share arrangement,
the policy-issuing insurer retains
an agreed percentage of each risk
being insured and shares all premi-
ums and losses according to the
agreement.

"Then, too, the policy-issuing
company has the option of generat-
ing fee income from fronting and
servicing," he added.

Some agents and brokers form-
ing captives are also allowing in-
surers to take an equity interest in
the captive itself, he added.

Most agents who form insurance
subsidiaries, however, want to
avoid tying themselves to an insur-
ance company and therefore do not

«You came to Manhattan

for your group quotes. And we delivered over
$7 billion in group sales in 19821 Nearly $4 billion
so far in 1983!!

Now come to Manhattan

want an insurer as a partner in the
captive, he said.

Although creating an alternative
to the traditional agent/ insurer re-
lationship and having some control
over the marketplace are primary
reasons for forming agency cap-
tives, the attitudes of captive
owners can change once the in-
surer is formed, noted Fred Reiss,
chief executive officer of The Reiss
Organization, a firm specializing in
captive management.

As agency-owned captives de-
velop, they begin to yield a return
on investment. "There's a change
in attitude (about the agency cap-
tive) from considering it a cost-con-
trol center to a profit center." .

for ordinary... voluntary... spouse... substandard...
universal life... structured settlements... the works!

Or, you'll keep losing those cases to us!”

Here's why:

The RIGHT combination

Manhattan Life and Manhattan National offer the winning combination of price, product, high
commissions and the flexibility to meet your clients' most demanding needs for creativity.

The RIGHT products
Such as the AEGLI Group Life Trust with high-level AD&D. plus up to $500,000 guaranteed issue

in cases of 10+ lives .

universal life product. PLUS-innovative substandard underwriting.
The RIGHT direction

There's Employee VVoluntary Term Life-popular, low-cost, by payroll deduction. Available on
a group basis or an individual basis.

Spouse insurance is available with the employee plan up to

the amount carried on the employee or available for the

spouse alone.

The RIGHT numbers

Our growth in 1982 was phenomenal! Total in force at
year-end was over $20 billion. And this rapid growth

continues in 1983!

And, the RIGHT people

Best of all, your Manhattan general agent has the

expertise plus the assistance of our own regional
directors to back you up!

So call your Manhattan
general agent today! Or

call me

in New York at

(212) 484-9329.

Get on the Manhattan

Sales Wagon now!

General agency opportunities
available in selected areas.

-d Manhattan Life

.,/ Manhattan National Life
A bl companies of

A 1 Manhattan National Corporation
I 111 West 57th Street. New York. NY 10019

Lifestyle 2000-an excellent ordinary life product . . . PrimaryLife-our

Bill Flynn. CLU

Chief Marketing Officer



24H / business insurance, June 6, 1983

agent/broker topics

Choose a reinsurer to suit your captive's needs

NEW YORK-Is the reinsurer of
your agency captive going to be
around when you need it?

An agency captive can have the
most innovative and responsive re-
insurance program, but if the rein-
surer goes bankrupt and can't pay
claims, the captive insurer's finan-
cial well-being will be jeopardized
and its money wasted.

That's the warning Thomas J.
Tartaro, a vp in the captive and di-
rect treaty department at Pruden-
tial Reinsurance Co. in Newark,
N.J., gave to agents at a seminar on
agency captives last month spon-
sored by American Risk Manage-
ment Inc. and Conning & Co.

Mr. Tartaro stressed the need for
agents to carefully choose a rein-
surer for their captive insurance

companies' risks, pointing to an in-
surer who had to pay millions of
dollars in losses last year because its
reinsurer had been declared insol-
vent. However, he did not identify
either the captive or the reinsurer.
Choose your reinsurer with the
idea that the relationship will be
long-standing, he advised. "It is im-
portant that a (captive insurance)
company not establish a reputation
of leaving its reinsurer in a deficit

position, as it could prove costly in
the future.”

With that in mind, Mr. Tartaro
suggested a few tips for agents in-

vestigating reinsurers for their cap-
tive insurance subsidiaries:

- Visit the management of the
reinsurance company. "All of the
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If you call Schinnerer first for all your construc-
tion industry professional liability insurance needs,
you'll save yourself a lot of time. When it comes to
specialized coverage for your client's professional
liability-we've got the construction industry

covered.

From our traditional CNA professional liability
policy which still protects more architects and
engineers than any other-to "state of the art"
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financial data and track record in-
formation you will review deals
with history. It is the current man-
agement that is deciding the com-
pany's future. Are you impressed
that these are the professionals who
will continue to promote the suc-
cess of the company at least at the
same level of its past record?"

- Talk with several of the rein-
surer's long-standing clients. "In
this way you will be able to evalu-
ate not only the service (the rein-
surer) provides, but also sonne of
the subtle changes and not-so-sub-
tle changes in personnel and di-
rection of the (reinsurer) not neces-
sarily portrayed in the numbers."

- ldentify and evaluate the
reinsurer's retrocessionaires.

When evaluating a reinsurer,

— £}

Don2 waste time phoninq
whenonecall can do |

some of the items to review are the
audited financial statements, an-
nual statements filed with the in-
surance department, financial re-
ports filed with the Securities and
Exchange Commission and Best's
Insurance Reports.

Even if investigation indicates
that a reinsurer is financially
strong with a sound management,
it may not be the best reinsurance
company for your agency captive,
Mr. Tartaro said. The best reinsur-
ance program is the one that meets
the needs and objectives the agent
has established. Each agency and
its captive insurer have unique
characteristics that should be con-
sidered in choosing the reinsurer.

Factors that influence prcgram

- L.

around...
all.

If you don't like to waste time-call us.
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Underwriting Managers

design include:

« The agency captive's reten-
tion, which is determined by its
capital and surplus and its manage-
ment's risk-taking attitude.

« The class and mix of business
written by the captive.

« The policy limits for the book
of business placed through the
agency captive.

 Its premium volume.

« The agent's plans and objec-
tives for the captive.

» The cost of the reinsurance,
which itself will depend on several
factors.

One factor affecting the cost of
reinsurance is the agency captive's
underwriting experience, Mr. Tar-
taro said. Each insurer has its own
underwriting philosophy, he noted,
and that is really what a treaty
reinsurer is underwriting.

The cost of reinsurance will also
depend on how much risk the
agency captive retains.

"Your reinsurance costs will also
vary with the class of business.
There isn't any standard rate or
rate manual. The reinsurer looks at
the overall rate adequacy and its
risk level of the particular class,”
Mr. Tartaro said.

But the quality of the agency
captive's management is the most
encompassing factor affecting the
cost of the reinsurance, Mr. Tartaro
noted, because it affects all aspects
of the captive's operations and re-
flects itself in the captive's growth,
experience and overall success.

The more information you can
give the reinsurer, the better, Mr,
Tartaro told the agents. Specifi-
cally, the reinsurer will want to
know:

* The class of business reinsured
and the policy limits being offered.

+ Individual loss information
that reinsurers generally request
for losses that exceed 50% of the
amount of risk retained by the cap-

tive. "It's the history of each indi-
vidual loss that we want to know

about. What is the value of a 1979
loss at the end of 1979, 1980, 1981,
198272"

« Background information on
the experience of each un-
derwriter, the scope of their re-
sponsibilities and the extent of
their underwriting authority.

« Complete information on the
captive's claims operation-either
staff or third party-including de-
tails about the experience of the
claims staff, the scope of their re-
sponsibilities and their settlement
authority.

« Annual reports and insurance
department annual statements for
each of the last five years.

« Biographical sketches of key
individuals and their experience in
the insurance business.

« History of rate increases and
decreases for each line of business
for the last five years.

Once agents have gathered the
information reinsurers want, they
have a choice of two widely used
and effective methods of approach-
ing reinsurers, Mr. Tartaro said.
They can either go through a rein-
surance intermediary or directly to

a reinsurer.

Some reinsurance companies
entertain business directly through
their own sales force and others ob-
tain their business through reinsur-
ance intermediaries, he explained.
A few accept business either way.

"My recommendation is when
you have done all your homework,
identifying your needs and ob-
jectives, that you then select one
broker and two direct profession-
al reinsurers to review and
quote. This will give you the broad-
est view available in the

marketplace.™ .



Experts are divided
on where to turn

for captive advice

NEW YORK-Whom should an
agent or broker contact first when
contemplating forming a captive
insurance subsidiary?

A panel of speakers at a seminar
last month on organizing and
operating agency captives, spon-
sored by American Risk Manage-
ment Inc. and Conning & Co.,
couldn't agree on whom agents and
brokers should contact initially.

One panelist, however, suggested
that curious agents and brokers
seek the advice of someone who
can help determine whether the
agent's or broker's book of business
contains accounts that would be
profitable if placed with an agency
captive.

Decide whether you have pre-
ferred or substandard business, he
said. If it's substandard, don't take
the risk yourself.

The business should yield loss
ratios of less than 50% to 60%, Wil-
liam G. Watson, vp of American
Risk Management Inc. in Fort Lee,
N.J., told the audience.

Profitability of the agent's or
broker's book of business is just one
of the criteria for risks placed
through an agent's or broker's in-
surance subsidiary, he said.

Risks placed through the insur-
ance subsidiary should also be ho-
mogeneous, non-catastrophic and
subject to agent and broker control.

Control is vital, he stressed.

"The worst thing you can put
into a captive is very competitive
business,"” he said. In fact, agents
and brokers may consider steps to
reduce the chance that policyhold-
ers whose risks are placed with the
agency's captive will take their
business to another agent or bro-
ker, Mr. Watson said.

For example, allowing policy-
holders to purchase equity interest
in the agency captive can help re-

duce the likelihood that they'll
move the business.

In addition, catastrophic risks
shouldn't be placed through the
agency captive because of the po-
tential for wiping out reserves in a
single event, he said, even though
retroceding the risks will protect
the captive somewhat.

"You don't, however, want to
send all of the risks to reinsurers
because the profits won't be there,”
Mr. Watson explained.

Retaining at least a portion of the
risk is the most important part of
an agency captive, he added.

How much should be retained
may depend in part on the agent's
or broker's objectives for establish-
ing an captive insurance subsidi-
ary. The agent or broker must de-
fine the objectives, Mr. Watson
noted, keeping in mind the analysis
of the current book of business and
what risks are to be placed with the
captive.

Next, the agent or broker should
estimate the costs of establishing
the insurance subsidiary. Among
the expenses that should be in-
cluded are: a commission off the
top for the agency or brokerage,
the cost of claims administration
and loss control and taxes, Mr.
Watson said.

Add to those costs expenses par-
ticular to the captive insurance
subsidiary, including excess-of-loss
reinsurance, legal and management
fees and loss adjustment and other
expenses, he added.

One speaker on the panel, who
used as an example an agency cap-
tive domiciled in the Cayman Is-
lands, estimated that the total cost
of forming an agency captive is

likely to reach $50,000 to $60,000. If
it costs much less, you should ques-
tion why, he said.

Also, agents and brokers should
add to the expenses a commitment
of $120,000, which is the minimum
capital requirement in Cayman, he
added.

After estimating costs, the agent
or broker should project the finan-
cial strength of the captive, based
on the proposed premiums to be
sent to the captive and the esti-

mated costs of operation, Mr. Wat-
_ac>r = cdcd e _ -
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Pension law changes will affect agencies

By Robert Feinschreiber

rT'HE 1982 Tax Equity and Fiscal
1 Responsibility Act limits bene-
fits from corporate retirement
plans. All businesses are affected,
especially closely held companies,
like many agencies and brokerages.

Many new restrictions are effec-
tive immediately but others will be
phased in over the next few years,
so prompt action on changes that
affect you is advisable.

knsion and profit-sharing plans
provide important tax benefits to
both employers and employees.
The company deducts :ts from its
taxes, but the employee :s not taxed
until benef.ts are paid. Meanwhile,
ir.come earned ty the plan accu-
mulates tax-free.

If the benefits are paid to the par-
tieipant's heirs,there are income
tax or esta-.e tax savings. In addi-
tion a participant may be able to
borrow money from the plan.

Plans may pnmote company
loyalty sinc2 a plan can require em-
oloyees to work for the company
for a number of years before they
are vested. Therefore. good retire-
ment plans can be important in at-
tracting anc keeping employees.

There are basically three types of
corporate retirement plans: a de-
fined contrbution pension plan, a
defined benefit pension plan and a
prof.t-sharing plan:

* A defined contribution pen-
sic,n plan requires annual employer
contributions of a fixed percentage
(up :0 25%) of each participant's
compensation. Pension benefits de-
penc upon investment results on

the funds.

« A defined benefit pension
plan provides each participant a
benefit based on a set percentage of
pre-retirement income. An actuar-
ial computation determines the
proper contribution each year.

- A profit-sharing plan is sirni-
lar to a defined contribution pei-
sion plan since plan contributions
are based on a percentage of con-
pensation. Here, the percentage is
variable and may be totally with:n
the company's discretion or can be
a fixed percentage of profits, but no
more than 15% of compensation C: n
be contributed annually.

When a company has both a de-
fined contribution and a profit-
sharing plan, total contributions
are limited to 25% of each partici-
pant's annual compensation.

The adoption of both a defined
contribution and a profit-sharing
plan is often advantageous for bro-
kers and agents be.ause it gives
them the flexibility to vary the
contributions to each plan and still
allows a total contrib-ition of 25%.

Employer payments into defined
contribution plans are limited in
the number of additions that can be
made to any participant accoun:.
The limitation applies to the em-
ployer contributions, certain em-
ployee contributions and forfei-
tures allocated from other partici-
pants.

In 1982, the ceiling on contribu-
tions was $45,475 per participant,
but the new limit is $30,000. This

amount will increase with cost-of-
living adjustments starting in 198€.

For defined contribution plans in
existenve on July 1. 1982, the lower
limit applies .n 1983 and after. For
plans started since July 1, 1982, the
new rule is effective immediately.
Thus, a plan in existence on July
1,1982, may have one plan year left

The selection of a

retirement age is
important for a defined

benefit olan.

befcre the new rule goes into ef-
feet. Maximim contributions dur-
ing this year may enable insurance
brokers and agents to take advan-
tage of this feet ng opportunity.

Maximum annial benefits under
a defined benef.t pension plan are
limited to 10086 of the participant's
average com:*n:ation for the high-
est three corsecative years of par-
ticipation.

'lhis benefit ds also subject to a
dollar limitation, which was
$136,425 under tne old 1Ew. The
new law reduces this limitation to
$90,000, but cost- of-living increases
will raise this am ount in 1986.

For plans iE existence or July 1,
1982. the new linitation applies for
plan years beginning in 1983. For
new plans this reduction applies
immediately. Thus, additional ben-
efits may be aaftsble if prcmpt ac-
tion is taken.

The prior law permitted pay-
ment of a $135,€23 retirement an-
nuity starting a: early as age 55.
Such an early ret.rement requires
much greater annual contr.butions
because participants will live
longer after retirement while
fewer pre-retirement years are
available for funding the benefits.
Thus. the selectior of a retirement
age is important fcr a defined ben-
efit plan.

The new law permits selection
of a retirement Ege as early as 55,
but limits benefi:s retirement ear-
lier than age 62. H the retirement
age is at .east 55, but under 62, the
new $90,00Il limitation is ac-
tuarially reduced. but not below

$75,060. Thus, for insurance bro-
kers and agents using 55 as a retire-
ment age. maximum annual bene-
fits are cut from $136,425 to $75,000.

The prior law required that loans
from qualified plans to participants
or beneficiaries bear a reasonable
rate of inkrest, be adequa:ely se-
cured. provide a reasonable repay-
ment schedule, be available to all
plan parti»ants on a non-d.scrim-
inatory basis and be supported by
written dicumentation. The new
law imposes additional restr: etions.

The ne,v law treats loans made
since Aug 13, 1982, as taxable dis-

tributions unless special require-
ments are satisfied. The loans must

be refaid within five years Also,
when a loan is added to the balance
of all cther outstanding loans to the
emplcyee, it must not exceed
$50,0CO or half of the employ-
ee's vested benefits, whichever is
less.

However, total outstanding loans
of up :0 $11,000 are permitzed re-
gardless of the amount of the em-
ployee s ves: ed benefits. Any rene-
gotiation cr extension of a loan is
treated as : new loan. All loans
from eny plans of affiliated cor-
porations are aggregated when ap-
plying these rules.

The new .oan provisions are ef-
fective immediately with no transi-
tion or phase-in provisions, but a
one-year exveption applies to re-
funding loans. Loans made before
Aug. 14, 1932, qualify for this ex-
ceptior when used to make a re-
quired principal payment, but not
an overpayment of principal.

Continued on facin; page
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Employers must fight
benefit battles: Hart

Continued from page 3

heavy" pension plans-those in
which 60% of the benefits go to key
officers or employees-was that the
benefits community split on the
issue.

Small employers lobbied against
the top-heavy provision, but large
companies generally did not lend
their support to their smaller coun-
terparts.

The large employers assumed
they could win favor with legisla-
tors, like Sen. Dole, for their own
benefit concerns by not rocking the
boat on the top-heavy pension pro-

vision.

But that assumption was off-
base, Mr. Hart said, adding that
support on one issue is not going to
"buy off" Sen. Dole.

In fact, now that the top-heavy
provision has been enacted, it could
be cited as a precedent when legis-
lators consider imposing faster
vesting requirements on large pen-
sion plans, benefit experts have
noted.

Employers also shouldn't have a
short memory when it comes time
to support their friends in Congress
and defeat their legislative oppo-
nents, said Mr. Hart, who helped
mold the APPWP into an effective
lobbying tool during his three years
as executive director.

While Sen. Dole, for example,
publicly says he wants to hear from
employers on benefit issues, he in
fact kept his doors closed during
the debate on TEFRA, Mr. Hart

said.

By contrast, Sen. John Chafee,
R-R.l., saw the dangers presented
by TEFRA and was willing to bat-
tle Sen. Dole toe-to-toe, Mr. Hart
explained.

"It took courage, but John (Cha-
fee) did it. His staff was open to us
and explained where Sen. Dole was
headed,” Mr. Hart said.

Employers also must learn -that
they can't count on their trade as-
sociations, like the National Assn.
of Manufacturers and the U.S.
Chamber of Commerce, to do all
their congressional benefit lobby-
ing for them.

In fact, the big trade associations
were unable to unite last year
when TEFRA emerged. One would
have thought that the threat of
TEFRA would lead to the forma-
tion of a coalition of employer
groups "like nobody had ever
seen,"” Mr. Hart recalled.

But that powerful coalition of
employer groups never formed.
Many employer groups thought
that TEFRA and an earlier version
of the tax act proposed by Rep.
Charles Rangel, D-N.Y., were so
"ridiculous" that they had no
chance of passage. As a result, a
vigorous lobbying effort wasn't
needed, they thought.

Despite the clear threat pre-
sented by TEFRA, "A lot of groups
wouldn't believe and wouldn't act,"
Mr. Hart said.

Because trade associations either
can't or won't do all the lobbying
work, employers have to "get into
the trenches" themselves, added
Edward Davey, the APPWP's cur-
rent executive director and general

counsel.

Mr. Davey said employers should
be on notice that new attacks on em-
ployer plans are inevitable. With
legislators looking for ways to come
up with new revenues to ease mas-
sive budget deficits, "they will go
after us," Mr. Davey warned.

The "panic" over deficits may
lead to broad benefit changes, Mr.
Davey said. TEFRA alone made 13
different benefit changes, and that
may be just the beginning.

This year, for example, Congress
will have to decide whether or not

to renew an expiring moratorium
that now bars the Internal Revenue
Service from issuing new regula-
tions that would impose taxes on
certain benefits, like employer-
provided parking spaces.

In addition, Mr. Davey expects
new attacks on defined benefit

plans, noting that some members of
Congress believe that Individual
Retirement Accounts and profit-
sharing plans should be en-
couraged.

To ward off such attacks, em-
ployers have got to get the message
across that IRAs and defined con-
tribution plans are supplements,
not replacements, for defined ben-
efit plans, Mr. Davey said. .
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PREVENT BUSINESS
HEALTH HAZARDS and
REDUCE INSURANCE CLAIMS

Our firm of skilled professionals re-
views your company's processes and
materials for occupational and safety
hazards, recommends appropriate
medical, operational and administra-
tive modifications.

MAJOR SERVICES: - group health

and safety programs, physical exams =
asbestos hazard analysis and correc-
tional measures - industria[ hygiene -
occupational medicine and biological

monitoring « expert legal testimony -

lab analyses - on-site mobile multi-
phase screening - toxicology « EPA
water quality and chem analysis -
OSHA compliance and record keep-
Ing

Please write or call for descriptive
brochure

NEILSON ASSOCIATES

100 Dickinson Or, Chadds Ford Prof. Center
Chadds Ford. PA 19317 - 215/793-1389

Erlenborn wants to cut pension paperwork

By JERRY GEISEL

VWASHINGTON It's time Con-
gress reduces the paperwork bur-
den that the Employee Retirement
Income Security Act of 1974 has
caused, says Rep. John Erlenborn
R-1II.

Rep. Erlenborn, Congress' top
pension expert, believes if his
newly introduced ERISA Simplifi-
cation Act of 1983, H.R. 3071, is en-
acted, it will cut unnecessary pen-
sion reporting requirements

Speaking to the annual Washing-
ton legislative conference spon-
sored by the Assn of Private Pen-
sion & Welfare Plans, Rep. Erlen
born cited several paperwork re-
duction provisions contained in his
bill. Those features include

« Employers no longer would
have to distribute summary annual
reports to pension plan partici

El Please rush me more information.

ADDRESS =

oea MAIL TODAY'!

pants. Instead, a participant could
request a full financial report, now
filed with the Labor Department,
from his employer.

- Employers would not have to
give benefit re-
ports to employ-
ees who leave a
company before
they vest in a
pension plan.

- The Labor
Department and
the Intermnal
Revenue Service
would have to
develop new, Rep. Erlenborn
simplified bene-
fit reporting forms.

Simplified pension reporting can
save millions of dollars, which will
lead to better plan administration
and benefit improvements for par-
ticipants, Rep. Erlenborn said.

ESTERN TATES LifE

INSURANCE COMPANY

GROUP DIVISION
P.O. Box 2907 - Fargo, ND 58108

INn addition, he said that :on*-
time in the future he will propose
that a new agency be created to be
in charge of all pension reporting
and enforcement activities. Pen-
sion responsibilities are now di-
vided among the IRS, the Labor
Department and the Pension Bene-
fit Guaranty Corp.

Rep. Erlenborn, however. said
Congress needs to take a long hard
look at unisex legislation-H.R.
100, proposed by Rep. John Dingell,
D-Mich., and S. 372, introduced by
Sen. Robert Packwood, R-Ore.-
that would bar insurers and em-
ployers from using sex in ceter-
mining insurance premium: and
benefits.

The bill, unless changed, would
create $7 billion to $8 billion in un-
funded liabilities for public and
private pension plans, Rep. Erlen-
born said. That's because whenever
there is a difference in benefits be-
tween men and women, the benefit
of the disadvantaged sex would
have to be "topped up" (Bl, May
16).

"The administration has testified
that so-called 'topping up' and
other retroactive features of the
legislation present formidable costs
and problems,"” Rep. Erlenborn
said.

"If a severe disruption of both
public and private pensions sys-
tems is to be avoided, it may well
be that we will have to change the
legislation to minimize the costs
that the administration has icenti-
fied," he pointed out.

The lllinois Republican doubts
Congress will act to overhaul the
Multiemployer Amendments Act,
the 1980 law that requires employ-
ers leaving the plans to pay a share
of the plans' unfunded vested ben-
efits.

While a comprehensive re-
working of the act is currently
"politically impossible,"” Mr. Erlen-
born says employers should
forward their suggestions to a spe-
cial administration task force now
analyzing the multiemployer law.
That task force is chaired by Jef-
frey Clayton, the U.S. pension ad-

rninistrator.

And, if Congress or the adminis-
tration doesn't act, "perhaps the
courts will declare the multiem-
ployer act unconstitutional,” Rep.
Erlenborn said.

In fact, last month, the 9th U.S.
Circuit Court of Appeals declared
unconstitutional a retroactive pro-
vision in the act that imposed with-
drawal liability on employers that
left plans between April 29, 1980,
the law's effective date, and Sept.
26, 1980, the day it was signed (BI,
May 30).

Mr. Erlenborn said he soon will
introduce legislation that will cre-
ate a new retirement plan for fed-
eral employees.

Among other things, the federal
pension legislation, known as
FAIR, short for Federal Annuity
and Investment Reform, would
create a supplemental pension pro-
gram for new federal employees
that would be coordinated with So-
cial Security.

Such a supplemental program is
needed because of provisions in re-
cently passed amendments to the
Social Security Act. One of those
amendments brings federal em-
ployees hired after Jan. 1, 1984,
under Social Security.

Without a supplemental pension
program that is coordinated with
Social Security, new employees
would continue to be covered
under the current federal pension
plan, which does not take Social
Security into account in setting
benefit levels.

On another topic, Rep. Erlenborn
said he wants employers to answer
questions he has about the Finan-
cial Accounting Standards Board's
proposed rules to require employ-
ers to list defined benefit pension
plan liabilities on their corporate
balance sheets (Bl, May 30). Mr. Er-
lenborn's questions include:

« How will the proposed rules
affect employers' pension funding
levels?

- What effect will the listing of
pension liabilities on balance sheets
have on shareholder equity, stock
prices and the position of U.S. com-
panies compared with foreign com-
Foeetitacor == =— -

Congress could impose tax
on health benefits: Chafee

WASHINGTON-Despite fierce
opposition from employers, ir sur-
ers and unions, Congress is going to
take a close look at limiting the
amount of tax-free health care ben-
efits an employer can provice, a
U.S. senator says.

"We believe tax-free health in-

surance benefits is a driving force

in rising health care costs,” says
Sen. John Chafee, R-R.I.

But, in a speech before the an-
nual Washington legislative -on-
ference sponsored late last month
by the Assn. of Private Pensicn &
Welfare Plans, Mr. Chafee said leg-
islators may discard the Reagan ad-
ministration's health care tax pro-
posal and come up with its own
plan.

If the administration's proposal,
S. 640, were enacted, an employer's
health care or health insurance
contributions that exceed $2,100 a
year for family coverage and S840
for individual coverage would be
counted as income to the employee
for federal income tax purposes (Bl,
March 14).

But to encourage health care cost
containment, Congress might con-
sider a proposal that would only tax
benefits if they paid for more than
a certain percentage, perhaps 80%,
of an employee's medical and hos-
pital bills, the Rhode Island Repub-
lican said.

Alternatively, Sen. Chafee said,
Congress might only want to tax

health care benefits that exceed a
fixed percent of an employee's
compensation, such as 20% of his or
her salary.

Turning to the pension issues,
Mr. Chafee agreed that benefit pro-
visions in last year's Tax Equity
and Fiscal Responsibility Act, such
as imposing faster vesting require-
ments on so-called "top heavy"”
plans that are mainly sponsored by
small employers, "didn't work out
perfectly."

But he asked employers, who
want the top-heavy provisions re-
pealed, to be patient. The Senate
Finance Committee, which has
jurisdiction over most pension leg-
islation, has a full plate of other
pending issues that will keep it
busy for awhile.

When asked why Congress
doesn't eliminate automatic cost-of-
living adjustments to pension bene-
fits received by retired federal
workers, Sen. Chafee said such a
reduction wouldn't be fair so long
as Social Security beneficiaries
continue to receive automatic cost-
of-living hikes added to their
monthly benefits.

Mr. Chafee noted, as did sev-
eral other speakers at the an-
nual APPWP conference, that
Congress is bound to look at new
areas, possibily benefits, in an ef-
fort to come up with new revenues

to ease "intolerable" federal budget
deficits.



Dole says Congress
interested in benefits

WASHINGTON-Medicare may
be the next government benefit
program that Congress decides to
scale back, the chairman of the
Senate Finance Committee says.

Sen. Robert Dole, R-Kan., says a
means test in which eligibility for
full Medicare benefits would be
based on income may be the ap-
proach Congress decides to take to
shore up the financially troubled
program.

Speaking before the Assn. of Pri-
vate Pension & Welfare Plans con-
ference in Washington, Mr. Dole
said the new Social Security law
(BI, April 4) could serve as prece-
dent for other benefit legislation,
including the possibility of taxing
some employee benefits.

Under the new law, individuals
whose adjusted gross incomes ex-
ceed $25,000 and couples whose in-
comes exceed $32,000 will have to
pay taxes on up to one-half of their
Social Security benefits.

The Social Security benefit tax,
which initially will affect about 7%
of beneficiaries, marks a change in
benefit tax direction, Sen. Dole
said.

In the search for new revenues to
finance big federal budget deficits,
legislators will look at new areas
for taxation, including benefits, he
said.

In fact, benefits could be a natu-
ral target for legislators because of
congressional concerns that the So-
cial Security tax base is being
eroded by tax-free benefits.

Sen. Dole conceded that the new
Social Security law, which he
guided through the Senate, proba-
bly wasn't the kind of measure that
employers wanted. "You probably
wanted more on the benefit cut
side," he said.

But he reminded those at the
conference that compromises were
necessary to get the bill passed. "It

APPWP offering

recommendations

WASHINGTON-The Assn. of
Private Pension & Welfare Plans, a
major benefits trade group, brought
together about 190 employee bene-
fit managers, consultants, attor-
neys, pension plan sponsors and ac-
tuaries at its Washington confer-
ence May 24-25 to discuss benefit
Issues.

Recommendations made by the
600-member group include:

- The tax-free status of em-
ployer-provided health insurance
benefits should be retained.

* Private-sector approaches
should b€ used to contain health
care costs rather than government-
mandated solutions.

« A means or income test shall
not be used to determine eligibility
for Medicare benefits.

- The federal government
should provide guidance and en-
couragement to employers that
want to adopt or are already main-
taining 401 (k) salary reduction
plans or cafeteria-style benefit
plans.

 The concept of withdrawal li-
ability in multiemployer pension
plans should be retained, but modi-
fied in a way that is fair to both
large and small employers that
contribute to a plan.

» Congress should not merge the
termination insurance programs
for single-employer and multiem-
ployer pension plans.

« The growth of Social Security
benefits should be restrained by
further increases in the Social Se-
curity retirement age, adjustments
in the benefit formula and/or cur-
tailment of cost-of-living increases.

* There should be no further in-

creases in Social Security payroll
- — — —

wasn't what President Reagan
wanted or Tip (Thomas) O'Neill
wanted. It was what we could ham-
mer out. Everybody had to give a
bit," he said.

Sen. Dole also defended provi-
sions in the Tax Equity and Fiscal
Responsibility Act of 1982 that re-
quire, among other things, small
pension plans to offer faster vesting
schedules.

TEFRA was an attempt to ex-
pand pension plans to make small-
employer plans more than tax shel-
ten for top management, he said.

This year, Congress will examine
issues like liberalizing plan provi-
sions, such as the lowering of pen-
sion plan eligibility age, so that
plans do a better job of providing
benefits to all participants, he said..
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Wheway to become Hogg Robinson chairman

Albert Wheway will become
chairman of Hogg Robinson Group
P.L.C. when the current chairman,
Morris Abbott, retires in Septem-
ber.

Mr. Wheway is currently a mem-
ber of the board of Hogg Robinson,
the holding company of Lloyd's of
London broker Hogg Robinson &
Gardner Mountain Ltd.

Other agent/brokers changes:

E. Joseph Kane has been ap-
pointed president and chief execu-
tive officer of Corroon & Black of
Louisiana in New Orleans. He pre-
viously was president and chief ex-
ecutive officer of Corroon & Black
of Nashville in Nashville, Tenn.

David DeRuiter named manag-
ing vp of the Casper, Wyo., office of
Alexander & Alexander Inc. He
previously was vp in the office.

Neil G. Huson elected senior vp

comings & goings: industry

and David J. Buelow elected vp of
Rollins Burdick Hunter of Wash-
ington Inc. in Seattle. Mr. Huson,
who will be responsible for prop-
erty/casualty insurance operations,
previously was vp in the office. Mr.
Buelow previously was bond man-
ager.

Harvey Knoll appointed vp and
manager of the property/casualty
division of the Boise office of Fred
S. James & Co. of Idaho. He pre-
viously was an account executive.

Insurers

John D. LeDell promoted to vp-
group underwriting in Prudential
Insurance Co.'s Northeastern

home office in L a4-1
Boston. He had /7 - - 1
been director of

undaers

writing at the 11 *

ton office.
Tarmes=s =
Tuerff and Ste- RZ F E~—

phen D. Bickel | + 1|

elected senior Mr. LeDell
vps at American

General Corp. in Houston. Mr.
Tuerff was elected senior vp-opera-
tions, with responsibility for coor-
dinating activities between the par-
ent company and its operating sub-
sidiaries. He joined American Gen-
eral in 1967. Mr. Bickel, elected

senior vp and actuary, is respor.si-
ble for all actuarial and tax
functions for American General
and its 29 operating subsidiaries.

Frank J. Suppe elected vp at
Philadelphia Manufacturers Mu-
tual Insurance Co. in Valley Forge,
Pa. He had been assistant vp :n re-
gional engineering manager.

Earl J. Simons elected vp-
claims at Bituminous Insurance

Cos. in Rock Island, Illl. Mr. Simons
previously was assistant vp-claims.
He joined Bituminous in 1955.

Reinsurers

Gunder Morken appointed se-
nior vp and chief operating officer
at U.S. Facultative Management
Corp. in Atlanta. He previously
had been in charge of Skandia
American Group's facultative oper-

EMMEDIATE ACCESS
71 @NOUSTRY INFLUENTIALS

UPCOMING ISSUES

EMPLOYEE BENEFITS: CONFRONTING THE FUTURE

Employee Benefits Board Survey

AGENT/BROKER PROFILES

LOSS PREVENTION: PROTECTING PEOPLE

LOSS PREVENTION: PROTECTING PROPERTY

Risk Management Board Survey

/4 1 -AS-: "t't; ".-elr,- .

These issues of Bl will reach more than 100,000 readers. including pass-along, every week-a prominent
audience of corporate financial and top executives, risk and employee benefits managers, as well as leading agents
and brokers, consultants, and commercial insurance underwriters. 81 ts there first. . reporting all the vital news
and trends in this dynamic, multi-billion dollar marketplace.

ISSUE DATE

AD CLOSING

MAY 23 May 11
JUN s May 24
JUN 13 Jun 1
JUN 20 Junmn 8
JUN 27 Jun 14
JuUuL a4 Jun 22
JuL 11 Jun 28
JUL 18 Jul « 6
JuLzs gyl 12 .2
AUG 1 Jul 20 1
AUG 8 Jul 27
AUG 15 Aug 3

A

Plug into 81 with your fall advertising program. Yourad, placed in this exciting editorial environment, will position
your products and services squarely in the minds of the decision makers you need to reach. Be where the action is
this week and every week. Call or write for your reservations.

New York: 220 East 42nd St.. NY ic)()1 - (212)21()-(01 4 i

iNsurance

a publication of Crain Communications Inc.

Los Angeles: 6-104 Wilshire Blvd.. A 9()()48 ( 21,4)651 -rtc)

Chicago: 740 Rush St..11.6061 1 (.il i) 6-,9-52-5

ations in the Southeast.
John w. Gil-

liford appointed
vp and el aims
attormey at . -
Frankomna Rein- =
surance Co. in
ansas City, Mo. SS . t
e formerly Was'j
assistant vp at
Employers Rein-
surance Corp.
Paul J. De- Mr. Gilliford
Stefano elected
vp at Scor Reinsurance in Hartford,
Conn. He had been treaty account
executive in Scor's Hartford

branch office.

Excess/surplus

Louis J. Sanson joined Hull &
Co., a surplus lines brokerage, as vp
and commercial marine manager
in the Houston office. He was most
recently marine manager of Wal-
ton Insurance Ltd. in Bermuda.

Other suppliers

William Z. Fornshell and Rob-
ert F. Mastroberti appointed vps
at Underwriters Adjusting Co. in
New York. Mr. Fornshell was
named vp-fidelity and surety
claims. He was previously assistant
vp for nationwide bond claims. Mr.
Mastroberti, named vp-field opera-
tions, was most recently an assis-
tant vp at UAC in New York.

Douglas Beach appointed exec-
utive vp and chief operating officer
of North Star Casualty Services in
Minneapolis, a risk and insurance
management firm. He had been
general manager and chief execu-
tive officer of Minnesota Medical
Management Inc. Mr. Beach as-
sumed his new position when
MMMI merged with North Star. As
part of the North Star-MMMI affili-
ation, Jack Kleven was named vp
of claims/risk control for North
Star. He had been claims director at
MMMI. Lee King also was named
vp of underwriting/marketing and
Jack Rivall was named vp of
health facilities relations at North
Star. Mr. King has been with North
Star for 19 years. Mr. Rivall pre-
viously worked at Eitel Hospital in
Minneapolis.

wWilliarm H. . ——
Boucher pro- s ,1
rMmoted to re— \
gi<mal vp of PCS f.

trator of pre- ...,;-41U
scription drug \ ,-—--- a,
benefit pro-
grams in Phoe-
nix, Ariz. He
will be based at
PCS facilities in
Walnut Creek,
Calif. Mr. Boucher joined PCS in

1980 as regional marketing direc-
tor in the Walnut Creek of-

Mr. Boucher

fice.

Canadian course set

TORONTO-The College of In-

surance's "Basic Course in Reinsur-
ance" will be held for the first time
in Canada during the week of June
20.

The course, offered in conjunc-
tion with The Insurance Institute of
Canada, will be taught at the insti-
tute's facilities in Toronto under
the direction of Robert W. Strain,
dean of The College of Insurance.

The course is designed for people
newly exposed to reinsurance. The
Toronto course will stress Canadian
insurance and reinsurance prac-
tices. Seven Canadian reinsurance
experts and three Americans will
teach the course.

For more information on the
course, contract Jim Gaunt, The In-
surance Institute of Canada, 122 St.
Patrick St,, Toronto, Ontario MST
 T—— == _ —
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Suit alleges comp insurers

guilty of antitrust violations

Continued from page 2

tual Insurance Co., St. Paul Fire &
Marine Insurance Co., Sentry In-
surance, The Travelers Insurance
Co. and Twin City Fire Insurance
CoO.

The preliminary hearing is set
for June 9.

Attorneys on both sides are hesi-
tant to talk about the case because
of Minnesota court restraints.

"l won't comment on the evi-
dence: but there was enough to give
us counts to file," said attorney K.
Craig Wildfang of the Minneapolis
firm of Wildfang, Rude, Mcintosh
& Murray. He is co-lead counsel in
the ease along with Vance K. Op-
perman of Opperman & Pacquin,
also in Minneapolis.

The suit seeks damages of more
than $100 million, said Mr. Wild-
fang who represents Tony Down
Foods, which has three plants in
Minnesota. He also is co-counsel
representing A&M Moving & Stor-
age Co. Inc. in Inver Grove
Heights, a firm with about 40 em-
ployees.

The third plaintiff is Austin
Products, a wood products firm in
Farmington, Minn., that employs
three people and buys its workers
compensation insurance from
Aetna Casualty & Surety. It is rep-
resented by Opperman & Pacquin.

"The cost of obtaining insurance
has been a big issue for the past five
to 10 years," said attorney Richard
Braman, also with Opperman &
Pacquin.

In general, the suits allege that
insurers met, corresponded and
talked on telephones in their con-
spiracy to fix prices, Mr. Braman
said. By belonging to the rating as-
sociation, the insurers also fall
under the articles of the associa-
tion, which require its members to
charge the same rate.

"From our point of view, there's
been nothing improper or ille-
gal. . .there were no smoke-filled
rooms or deals made," said Chris-
topher Mansfield, vp and assistant
general counsel for Liberty Mutual
in Boston. "l don't think there's
really many grounds. . . .They're
trying to challenge an established
rating system."

According to Mr. Mansfield, the
plaintiffs appear to be arguing that
because the licensed rating au-
thority publishes rates and because
the insurers-as members of the
association-work through that en-
tity, there is a conspiracy to fix
rates and prohibit competition in
workers comp rates.

"The Legislature of Minnesota
says you have to file data and
rates,” Mr. Mansfield said. "The
state tells us to do this.”

This rating activity is part of the
insurance industry and is immune
to antitrust regulations because of
the federal McCarran-Ferguson
Act, Mr. Mansfield said.

That act reversed a Supreme
Court decision that said the insur-

ance industry was subject to the
Sherman Antitrust Act. McCarran-
Ferguson allows for rate setting by
combinations of companies when
regulated by a state.

"The attack is not on the statu-
tory system," Mr. Braman said. "It
is really nothing more than price
fixing (that's being challenged)."

The suit charges that the insurers
and rating association maintained
and stabilized the prices of workers
compensation, preventing down-
ward deviations and a competitive
situation from occurring.

But Insurance Commissioner
Reynaud Harp disagrees. "We have
had competition," says Mr. Harp
whose sets work comp rates after
the rating association has filed its
proposals.

The Minnesota statutes, since

1979, allow insurers to charge "less
than” the manual rates. But those

statutes do not require insurers to
file their deviations, said John Hil-
debrandt, president of the 62-year-
old Workers' Compensation Insur-
ers Rating Assn.

Because insurers are not required
to file deviations, the state Insur-
ance Department does not know
how many companies have de-
viated, or to what extent, Mr. HarD
said. "But we have had deviations
occurring. Some (insurers) have
voluntarily filed this information.’

The debate over rate setting will
be moot in January whfn the
state's open rating law takes effect
(Bl, May 30). It will require insur-
ers to file their own rates.

Some 220 insurers generated an
estimated $438 million in workers
comp premiums in Minnesota last

year.
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You need to make only one change for more efficient
claim handling. Equifax has changed the rest.

Change #1 - We've added new claim investiga-
tions to our existing program, enabling us to offer
you a complete line of information services.

Change #2 - We've established an extensive,
ongoing training program on workers' compen-
sation which will keep our field investigators
up-to-date.

Change #3 - We've redesigned our reports to
provide more complete information in the most
useful format.

Change #4 - We've developed a staff of highly-
trained case supervisors to handle your claims
and consult with your people on a one-to-one
basis when they need investigative assistance.

Change #5 - We've made a commitment to pro-
vide the most comprehensive and professional
workers' compensation claim program available
from any single source.

These are five very good examples of why
Equifax is the leader in the field of insurance-
related information services. As a leader, we make
it a point to understand and meet the needs of in-
surance and self-insured companies.

Now one national source offers complete service
capabilities, professional investigators trained spe-
cifically in workers' compensation, case handling
supervision and consultation. And pertinent infor-
mation reported quickly and accurately.

The system is flexible - you can choose the
complete program or select unbundled services,
depending on your individual claim requirements.

We tailored our program to our customers' speci-
fications and it's working! No other national com-
pany can offer the same full-service capabilities or
the same full-service quality.

There's only one thing left for you to do.
CHANGE TO EQU[FAX.
For further details about our complete package
of Workers' Compensation Claim Investigations,

contact your local Equifax office, or call our Claim
Market Center, Atlanta, Ga., at 800-241-1896.

EQUIFAX
SERVICES

Claim Market Center
1600 Peachtree St., N.W.
Atlanta, Georgia 30309

Rates on request.
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Insco CutbaCkS surer William D McGuinness in cellation of the reinsurance on that surance Cos through Translnsco, a and adverse developments in the

Gulf's Pittsburgh headquarters "It $25 million layer Joint venture underwriting agency 1977 to 1980 accounts have necesi-
Continued from page 1 was a financial decision " Insco's total 1982 net premium owned by Gulf and The Hartford tated more loadings These have re-
ported losses and dramatic in- The combined effect of the two income was $88 9 million against Insco, which has always been suited in underwriting losses in

creases in reserves for Incurred- decisions could cost Insco about $23 year-end capital and surplus of primarily a casualty market, will 1981 of $10 4 million and $35 mil-
but-not-reported losses for the non- million in net premium income on $129 million Of the $88,9 miillion in focus its production efforts on prop- lion on the marine and aviation ac-
Gulf-related marine and aviation property and marine risks this net premiums written, $465 mil- erty and casualty risks, Mr. Dew counts," the 1981 management let-
risks Insco has underwritten (see year, Business Insurance estimates hon was to reinsure casualty, prop- said Insco 15 now looking for an- ter in the annual report says

chart, page 1) Insco's marine business on risks erty and marine risks of companies other property/casualty insurance The increased reserves also re-

Insco has not written "any avia- unrelated to Gulf IS estimated at in the Gulf 011 Corp group and underwriter, he added flected the "difficulties we are ex-
tion on a serious basis in some time $15 million in net premium income $424 million was for the insurance Mr Dew said he regrets the deci- periencing in the collection of ma-
We dropped out quietly,” Mr Dew this year, about half of which prob- and reinsurance of non-Gulf risks mon of the Insco board to stop un- rine reinsurance recoveries placed
said ably had been underwritten before Reinsurance of Gulf property derwriting marine insurance st this through a London broker "

Gulf decided to stop reinsuring Insco stopped underwriting marine and marine risks iS known to have time "It': my view that the current Although Insco management said
its first $25 milhon of marine and risks two weeks ago been very profitable for Insco And, underwriters had substantially re- in early 1982 that "we hope and be-
property risks with Insco as part of Insco's net premium related to Mr Dew predicted that its marine duced and considerably improved heve we enter 1982 without deficits
a "companywide program to reduce reinsurance of Gulf risks is esti- business would be profitable within the account and it would te in on previous years," it was not the
administrative costs and increase mated at $23 million, about two- the next 18 months - black underwriting within 18 case Again in 1982, Mr Dewsaidin
productivity," said Assistant Trea- thirds of which iS lost with the can- Insco continues to underwrite re- months,” Mr Dew said his annual statement, "Our belief

insurance on Gulf's liability risks, The Insco board, however, de- that the older marine and aviation
as well as unrelated property and cided that the anticipated income accounts had been adequately cov-
liability risks did not warrant remaining 11 the ered by last year's large additional

The reduced premium volume marine business in light of mount- provisions has not been justified
caused by losing the Gulf property ing losses on previous years' ac- and we again are forced to increase

and marine risks and the unrelated counts, Mr Dew explained reserves on those accounts At-
marine risks will result in only a Insco will run off its marine ac- tempts to recover sums from cer-
few layoffs among the 90-person count and Mr Dew is trying to help tam reinsurers are proceeding vig-
Insco staff, Mr Dew said the two marine underwriters at orously "

Although Insco's decision to end Insco-Scott Powell and Malcolm Mr Dew said during the inter-
its marine underwriting comes on Kirkland-find new emplo>ment view that London-based under-
the heels of several other insurers with another Bermuda insure- writing agencies are involved m
and reinsurers either leaving Ber- "These two yollng men have the reinsurance that Insco is having
muda or reducing underwriting op- done an extremely good Job," Mr difficulty collecting
erations (BI, April 25), Mr Dew Dew said of Mr Powell and Mr Gulf's earlier decision to self-in-

said he does not anticipate the Kirkland, who have Jointly under- sure the first $25 million of prop-
changes in Insco's business to have written marine risks for Insec over erty and marine risks rather than

an effect on the Bermuda insurance the last 21/5 years reinsure them with Insco is in-
and reinsurance market tended to '"*introduce efficiencies,"
Insco does not expect, however, If about half of Insco's premium said Mr McGuinness, whose re-

to match m 1983 its 1982 gross pre- income on marine risks is up for re- sponsibilities include overseeing
mium volume of $1405 million, Mr newal as believed, the un- risk management and membership
Dew noted In addition to closing derwriters could take with them to on Insco's board of directors

its marine underwriting and losing a new employer about $75 rr illion Mr McGuinness declined to
reinsurance on Gulf-related prop- in premiums if the brokers p-acing elaborate on where Gulf expects to
erty and marine risks, Insco has the business followed them save administrative costs by taking
been losing accounts to insurers There is a demand for facultative an self-insured retention rather
willing to underwrite at lower rates marine reinsurance, he said than reinsuring with Insco

than Insco, Mr Dew said The current marine book 01 bust- In general, however, increasing

Even the 1982 reported premium ness of hull, cargo and oil risks is an SIR rather than reinsuring risks
volume is larger than the actual less than half of the volume inder- with a Bermuda-based captive in-
amount of business underwritten in written in 1979, Mr Dew said surer could reduce administrative

In today's society Kidnap, Ransom and Extortion Insur- 1982 because Insco records premi- Among the risks substantially re- costs by reducing the number of
ance has taken on new and greater Importance Act now ums on unrelated risks as reported duced was the "huge number of parties handling the risk-financing
’ Thus, the 1982 accounts reflect pre- proportional treaties,”" he said dollars and by providing the self-

your clients who require this protection will benefit from

X miums from business written in Insco's book of marine risks pri- insurer with current use of its
broader coverage and more attractive rates.

previous years Insco records pre- marily came from London-based money Gulf retains the funds in-
miums related to Gulf risks on an brokers, Mr Dew noted W thout stead of paying them to admitted

—_ T h ewe I e I accrual basis specifying Insco's per-risk caoacity insurers who in turn reinsure with
With current surplus of $130 mil- for marine risks, he did reveal that Insco, after a commission
Company, InC_ lion, a $10 million trust fund in Insco had "large reinsurance pro- Insco historically has paid annual
New York and as an approved non- tections " The cost of that reinsur- dividends to Gulf of $10 million
3003 West Alabama R R R R L
admitted insurer in 43 U S Juris- ance had gone up recently, .vhtch Some conditions also have
Mailing Address P O Box 66452 dictions, Insco does have produc- also was a factor in the decision to changed since Gulf first created
\C - - // Houston, Texas 77006 tion opportunities It also is an ap- stop underwriting marine risks Insco in 1971
\2=54*/ Telephone 713/523-3003 proved reinsurer in California How much Insco has lost on its

Telex 76-2053 In addition, Insco is a reinsurer marine underwriting of unrelated Gulf has withdrawn from Eu-

of 50% of the first $500,000 of risks risks is not readily discernible from ropean properties, reducing its
underwritten by The Hartford In- published accounts, but in 1931 the property risks The reduction in
figure was $10 4 million, according Gulf's property values would have
to the management letter in the reduced the premiums paid for re-

Only through agents/brokers/insurance companies

1981 annual report insurance of Gulf's property risks
A study of Insco s reported re- anyway noted Mr Dew
serves also reveals steady increases And, Congress passed the Tax
h I I reve r O u )) e in reserves for reported losses and Equity and Fiscal Responsibility
[ B BN | dramatic increases in reserves for Act of 1982, which raises new tax
incurred-but-not-reported losses on concerns for 011 companies with
marine and aviation accouns (see offshore insurance subsidiaires (Bl,

o chart) Nov 8, 1982)
Reserve increases In one year re- Mr MeGuinness confirmed that

£ omana NORMHOAKO.  \uinesora

oo Ins¢-.564 - fleet loss development on cirrent the possible TEFRA consequences
- s011.07ROIA nEvvasK oo and previous years, both fir re- were a consideration in Gulf's decl-
) Nirolle paLereny CONNEChCUT ported losses and new estimates of sion to stop reinsuring property

o {-INS.VANT® NEERs IBNR losses The marine risks and marine risks with Insco

Juno1S o.Aane written in 1979 and 1980 are gen- Insco could in the future recover

HErEUCKY said mium on Gulf-related property and
tiOR. 4..' Reserves for reported losses marine risks that will now be self-

cans.mn

101!

Lﬁ 9 1 1 o " erao erating the most losses, Mr Dew some of the lost reinsurance pre-
1 b)

. 1 mgm sor jumped for the first time in 1979 to insured if it can underwrite rein-
s $47 million from $337,000 ir: 1978 surance for the catastrophe insur-
In 1980, reserves for reported losses ance Gulf maintains above its new

e jumped again to $74 million, but increased retention
LOUIS4AMA * increased only slightly to $79 mil- "I would be disappointed if we
lion in 1981 In 1982, reserzes for didn't get an opportunity to partict-

MEW.K.CO % s102-

#0131

~ —

tu reported losses were increased to pate in the retrocessions of the ca-
C _6 $106 million tastrophe cover, Mr Dew said
- The dramatic increase n re- Insco has not offered its capacity
We a re too 000 serves for incurred-but-not-re- for reinsurance of the catastrophe
= ported losses began in 1980 when layer of Gulf's insurance because it
IBNR for marine and aviatioi risks could not absorb a catastrophe loss

As a member of Best-rated A + XV Mission Insurance GI'OUp, / MISSION RISK were increased to $1 9 million from over its $25 million exposure

Mission Risk Management Services specializes in captive ILLI MANAGEMENT SERVICES $782,000 in 1979 An even more Insco’s participation, however,

. . . . . . . . d tic i in th | th h th i -
fronting, self-insured plans and specialty programs, nationally Professionals in Captive, Self-insurance and S P o o 1 S 98N O Y pome Trougll e remser

i - o 1981 accounts, to $10 1 million, ance brokers placing the retroces-
Fronting ts on an unbundled basis and our offshore subsidiary = Specialty Programs pushing Insco above a 100% com- sions when Gulf's catastrophe in-

may be used as a rent-a-captive 2600 Wilshire Boulevard bined ratio for the first time surance is renegotiated next year
Los Angeles, California 90057 “The explanation quite simply iS Premiums for catastrophe-layer
(213) 381-6811 that the very heavy loss provisions reinsurance would be less than

made in the 1980 account on the what Insco had been receiving on

MEMBER MISSION INSURANCE GROUP

non-Gulf marine and aviation busi- the first $25 million layer, reflect-
ness have proven to be inadequate ing the reduced risk of loss -



Compromise on Hamburg rules delayed

Continued from page 3

Freight Claims Council in New
York. "There's so much competi-
tion out there.”

"l don't think it's going to change
the amount of litigation because the
parties will have the same incen-
tives to settle,” said Stanton
Sender, assistant general counsel at
Sears, Roebuck & Co. and treasurer
of the National Industrial Traffic
League of Washington, D.C., an or-

ganization of shippers with 1,800
members.

These divisions were what the
Maritime Law Assn.'s compromise
proposal was intended to heal.
Under the proposal, both the Visby
Amendments and the Hamburg
Rules would be submitted simul-
taneously to the U.S. Senate, which
must ratify all international agree-
ments. Domestic legislation would
also be submitted to both houses of
Congress, providing for adoption of
both sets of rules.

The Visby Amendments would
be incorporated immediately into
the U.S. Carriage of Goods by Sea
Act, and the Hamburg Rules would
take over as soon as the dollar vol-
ume of U.S. sea trade with coun-
tries that have ratified the Ham-
burg Rules exceeds the volume of
trade with countries that have
adopted Hague-Visby.

This break-even point isn't any-
where near being reached yet,
however. U.S. trade with the nine
countries that have ratified Ham-
burg totaled $14.6 billion in 1981,
only about 4.8% of total U.S. world
trade of $302.3 billion, according to
figures compiled by the U.S. De-
partment of Commerce.

WWhile the number of countries

adopting the Visby Amendments is

growing, the popularity of the
Hamburg Rules is relatively low,
according to an official of the U.S.
Department of Transportation,
which supports the MLA compro-
mise and which is involved in
drafting a revised version in an at-
tempt to attract more support.

"There's really not that much in-
terest (in Hamburg) among the
major trading partners," said the
official, who asked that he not be
named.

Still, the MLA compromise was
backed by varying maritime fae-
tions, each with its own interests in
mind.

Shippers' groups say they back
the compromise as perhaps the
only way to get the U.S. Congress
to address the Hamburg rules.

"Unless we go the compromise
route, there's not much chance of
ever getting Hamburg because of
the opposition of the insurance
companies," said Mr. Augello.

The shippers also expect that
enough U.S. trading partners will
ratify the Hamburg Rules to trigger
a switch from Hague-Visby to
Hamburg.

"Things move slowly, but they
do move," said Mr. Sender.

A number of carriers similarly
saw the compromise as the only
way to bring the Visby Amend-
ments before Congress.

"The only way to get something
done on Visby is to compromise,"
Mr. Coffey said. He added that his
company, Sea-Land Service, would
consider the compromise an "ac-
ceptable burden"” if it had the sup-
port of shippers and insurers.

He also pointed out that if a Sen-
ate adoption of the compromise
didn't trigger a "stampede" among

lowa Blues' hospital rates drop

DES MOINES-Blue Cross &
Blue Shield of lowa is seeing a
trend of decreasing rates of inpa-
tient hospitalization.

Blue Cross & Blue Shield of lowa
President D. Eugene Sibery an-
nounced that inpatient use of hos-
pitals declined 11.8% in the state
since BC/BS required hospitals to
do utilization reviews in January
1981.

In lowa, inpatient hospital utili-
zation now is 774 days per 1,000

o

BC/BS subscribers under age 65,
compared with the 878 days per
1,000 at the end of 1981.

Hospital admissions also dropped
10.8% during the 1980-1982 period
to 332 per 1,000 BC/BS subscribers.
However, the national average was
far below that at 115 per 1,000, a
14% difference.

The average length of an lowan's
hospital stay decreased by 1.296

since 1981 and now stands at 5.86
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other nations to adopt the Hamburg
Rules, the compromise might mean
that the Visby rules would be in ef-
feet for some time.

"It would be many years, if at all,
before the Hamburg convention
comes into force," Mr. Coffey ex-
plained.

"In the short term, the carriers
would get what they want,” the
Transportation Department official
said, adding that it was possible
that the point where the nation
would switch to the Hamburg
Rules might never be reached.
"There is a distinct possibility that
the shippers would never get what
they're looking for," he explained.

That possibility would seem to
appeal to cargo underwriters. But,
the American Institute of Marine
Underwriters is against the com-
promise and feels that its rejection
by the MLA strengthens the posi-
tion that a compromise wouldn't be
acceptable, according to AIMU Vp

Walter Kramer.

The MLA vote seems to have
thrown the idea of compromise into
temporary limbo, with some of the
initial compromise supporters

TOTAL

. GREATER THAN THE SUM OF ITS PARTS

At IBA, the philosophy of synergism is something

in which we believe very strongly.

Our product, group insurance, results in an employee
benefit package which is much greater than the sum
of its parts. And, our performance in developing
that product represents an output much greater
than the input of dozens of staff professionals.

adopting a wait-and-see attitude to-
ward future compromise proposals.

The MLA action has resulted in a
"period of flux" on the subject of a
compromise, and Sea-Land will
have to see a consensus develop be-
tween shippers and underwriters
before it voices support of a similar
agreement, Mr. Coffey said.

The Transportation Department
plans to cooperate with the MLA
Bills of Lading Committee in circu-
lating a revised draft of the com-
promise among carriers, un-
derwriters and shippers, the de-
partment official said. Before the
department approaches the Senate
to conduct hearings on the compro-
mise proposal, though, it will have
to see a similar consensus among
the shippers, carriers and ad-
miralty bar, the official explained.

Meanwhile, the Shippers Na-
tional Freight Claims Council is
waiting for a Senate hearing to be
scheduled so it can testify in favor
of the compromise, Mr. Augello
said.

AIMU is also awaiting further
developments. "We've got our ears

open,” Mr. Kramer said.
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Why you should
separate the Texas
portion of your workent

comp coverage.

In 1982 alone, Texas Emplor
ers' policyholders saved $79
million on their workert comp cov-
erage. We passed those savings
along in the form of dividends, pre-
mium discounts, and retrospective
savings to our customers.

By putting the expertise of our
safety engineering and industrial
hygiene staffs to work, your poten-
tial for savings may be larger.

All of which makes a good rea-
son for putting the Texas portion of
your workers' compensation cover-
age with Texas Employers'. For
details, call our National Accounts
Division at (214) 760-6435.

Texas En,PLovems,

insumanee”

Dallas, Texas 75221

Employers Insurance of Te,as:

Texas Employers- Insurance Asvn.
Employers National Insurance Co.
Employers Casualty Co.

Employers National Life Insurance Co.

SERVICE

Once the program is in place, more IBA professionals

administer it completely, to save the client company
even more timeand money. Everything fromemployee

IBA's team concept is applied well before the sale,

with review and analysis of the client's present cov-
eragesand future plans. Ourexperienced professionals

then provide clients with the information

+ Group medical/life insurance
- Dental Programs

communications to claims handling is done by our
own skilled staff. Better coverage for less cost along
with complete, professional administration. It adds
up to a package of convenience for our clients...
a package far greater than the sum of its parts.

- Disability
» Self-Funding

they need to decide on their own program
objectives, benefit levels and funding.
Our size allows us to take advantage
of the most competitive bids available,
to put a tailored-to-the-client's-needs
proposal on the table.

IBA

The IBA staff will investigate your
needs, your present costs, and the
"holes" that may now exist. To receive
a free expert analysis and descriptive
literature contact your broker or call
(312) 246-4900.

WHOLESALE BROKERS - THIRD PARTY ADMINISTRATORS

INSURANCE BENEFIT ADMINISTRATORS, INC. « 5600 S. Wolf Rd » Western Springs, IL 60558 (312) 246-4900
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Flintkote joins asbestos litigation bout

Continued from page 2 an asbestos-related injury came erty Mutual's policies were subject the common law not covered by tober 1981, however, Flintkote
One court, the District of Colum- after June 30, 1976 Those claims to substantial retrospective pre- workers compensation statutes asked American Mutual to agree to
bla Court of Appeals, has ruled that are the responsibility of Liberty mium adjustments and administra- (Coverage B), the suit notes the settlements and to give Flint-
all insurers on the risk from the Mutual, the suit says tive charges that had the effect of In several states-Nevada, North kote and Liberty Mutual authority
time of inhalation through mani- - American Mutual does not making Flintkote liable for vir- Dakota, Ohio, West Virginia, to continue to use its settlement
festation, including an intermittent have to defend, indemnify or reim- tually all defense and indemnifica- Washington and Wyoming-Cov- procedures, American Mutual's suit
latency period, are liable This is burse Flintkote or Liberty Mutual tion costs erage A must be purchasec from says
known at the triple-trigger theory for asbestos claims in which Flint- Under the Liberty Mutual poli- the state, though Coverage E is not When American Mutual refused
(Bl, April 4) kote has violated certain policy cies, the first $100,000 of all defense available through the state and to agree, pending its own mvestiga-
Both Flintkote's and American conditions In addition, the suit says and indemnification costs are sub- must be bought from commercial tion into the claims, Liberty Mutual
Mutual's suits ask the court for a Flintkote is not entitled to reim- ject to retrospective premium ad- insurers subsequently told American Mu-
declaratory judgment as to the ap- bursement for past retrospective justments and "administrative "American Mutual neghiently tual it would ask tt for full restitu-
propriate coverage theory to be ap- premiums it has paid charges " According to one source failed to advise Flintkote :hat it tion and punitive damages for fu-

plied « Liberty Mutual has failed to in the insurance industry, the ret- should obtain 'stop-gap Cove-age B' ture costs in defending and 1ndem-
Flintkote wants "comprehensive adequately, properly and comple- rospective premium endorsement insurance from a private insurer in nifying Flintkote, the suit con-
coverage" from exposure through tely investigate, defend and settle essentially had Flintkote paying the above states," the Suit says tends

manifestation (the triple-trigger claims against Flintkote $100,000 per claim, similar to a de- "TAs a result of Americai Mu- Flintkote also asked American
theory), Mr Freeman says Ameri- According to both suits, Ameri- ductible or self-insured retention tual's negligence, Flintkote did not Mutual to approve additional
can Mutual contends that the mani- can Mutual, which was Flintkote's Since 1978 virtually all asbestos purchase such insurance Conse- groups of settlements and told the
festation theory is proper primary liability insurer until 1976, claims against Flintkote were as- quently, Flintkote may be unin- insurer it would demand coverage

Each complaint also contains nu- and Liberty Mutual, which has signed to the Liberty Mutual poli- ured or underinsured for asiestos- for cases it had tendered to Liberty
merous other allegations Among been the company's primary liabil- cies, the suit says, all of which are related and other liability which and for which Liberty had assumed
those contained in the suit filed by ity insurer since that date, entered subject to retrospective premium may be incurred in the above states all defense and indemnity obliga-
Flintkote are into a claims administration agree- adjustments for employee claims not covered by tions

« That American Mutual, Lib- ment in 1976 to compensate victims "The practical operation of these 'Coverage A " After investigating the 2,500
erty Mutual and other insurers de- under the manifestation theory policies, under the 'manifestation’ In all, Flintkote charges ine or claims in California and other
liberately misinterpreted Flint- Under the theory, the insurer theory used by Liberty Mutual, is more of its insurers with breach of claims, American Mutual said it
kote's policies so that they would that provided coverage for Flint- that Flintkote has been required to contract, conspiracy, bad fait de- discovered that Liberty Mutual
only defend and reimburse the kote in the year in which the as- assume the entire cost of defense ceptive and unfair practices, re- handled the claims improperly
company under the manifestation bestos-related disease manifested and indemnity and to further pay straint of trade, fraud, negligent They "had not been adequately,
theory, despite the fact they and itself in the victim would respond Liberty Mutual an administrative misrepresentation, breach o' fidu- properly and completely investi-
the insurance Industry had pre- to a claim charge as to all asbestos claims as- ciary duties and professional negli- gated and defended, and settle-
viously responded under other But the Flintkote suit contends signed to these policies, in an gence It seeks an unspecified ments previously reached were not
theories that would provide more that the insurance industry and the amount exceeding $6 million,” the amount of compensatory anc puni- adequately, properly and comple-
company's primary and certain ex- complaint says tely documented,"” the suit says

= Through application of the cess insurers had previously Moreover, the complaint charges In February 1982, American Mu-
manifestation theory and the use of adopted a broader coverage theory that the retrospective premium cuses on settlements that L iberty tual filed a coverage suit in New
retrospective premium adjustments They subsequently switched to the payments and administrative Mutual entered with asbestos York The suit was stayed pursuant
and additional charges, Liberty more restrictive manifestation the- charges made to both Liberty Mu- claimants and efforts by Liberty to a "stand-still agreement"” while
Mutual has wrongfully caused ory to save millions of dollars in tual and American Mutual were Mutual and Flintkote to get Ameri- the parties sought to work out their
Flintkote to pay more than $6 mil- defense and indemnification costs, unwarranted can Mutual to contribute tc those differences In August 1982, they
lion for defense and indemnity of the suit alleges Flintkote charges also that settlements came up with another agreement
asbestos claims "American Mutual and Liberty American Mutual was negligent According to the suit, Arrerican This time they agreed that

* American Mutual, serving as Mutual switched from their previ- when it advised Flintkote between Mutual and Liberty Mutual entered American Mutual would defend
an adviser to Flintkote in obtaining ous interpretation of their policies 1934 and 1976 about the types and into an agreement whereby, under and pay asbestos claims still open as
certain insurance coverages from and adopted the 'manifestation’ amounts of insurance coverage It the manifestation theory, Liberty of Oct 1, 1982, while Flintkote
1934 to 1976, failed to give Flint- theory, which they now espouse,” should obtain The insurer acted as would handle claims after July 1, and/or Liberty Mutual would pay
kote reasonable advice concerning the suit contends Flintkote's adviser for obtaining 1976, and American Mutual would all claims closed before that time
the purchase of employer's liability "The intent and effect of this insurance coverage, including handle claims before that date This past Feb 8, however, Flint-
insurance in certain states, possibly switch in interpretation by Ameri- workers compensation and em- From 1976 to 1982, all but ap- kote demanded American Mutual
causing it to be uninsured or un- can Mutual and Liberty Mutual ployer's liability coverage, the suit proximately 160 claims wen han- pay it $10 8 million that it alleged It
derinsured was to save the many millions of says dled by Liberty Mutual without incurred directly or through Lib-

In turn, American Mutual alleges dollars in defense and indemnity The typical workers compensa- any input from American Mutual erty Mutual in settling and defend-
in Its Suit against Flintkote, Liberty costs for which these insurers knew tion insurance policy provides cov- as to payment or method of settle- ing asbestos cases prior to Oct 1,
Mutual and other insurers that they would be obligated under the erage for claims made pursuant to a ment, the suit adds 1982, the suit contends

« American Mutual's policies terms of the policies issued to in- state workers compensation statute Following a proposed sett ement Also, Flintkote sought to recover
provide no coverage for Flintkote sureds such as Flintkote " (known as Coverage A) and cover- by Liberty Mutual of 2,500 claims almost $1 3 million additionally for
where the date of manifestation of Flintkote also alleges that Lib- age of an employee's claim under for $2 5 million in California in Oc- Continued onfaang page

tive damages
The American Mutual s Jit fo-

coverage,

classified advertising

RATES AND CLOSING TIME;
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SCHOOL DISTRICT LIFE & LTD SUNBELT agency seeks experi-

Business Insurance
Circulation Breakdown™

Commercial Consumers

Administrative Management
owners. presidents,
vps, etc 6.483

Financial Management
chief financial officers,

eosf, t=sureete- 10138

Insurance Management
vps. directors.
managers of insurance,
risk, benefits.
compensation, safety,
security, etc 5,299

Government, Associations,
Unions, Educational
Institutions 1,034

Commercial Consumers

Sub-total 22,954
Insurance Agents

& Brokers 9,771
Insurance Cos 5,217
Financial Institutions 352

Actuanes, Attorneys,
Adjusters. Appraisers

& Consultants 2,603
Others allied to the field 937
TOTAL 41,834

'Source Business/Occupational
breakdown of qualified circula-
tion, November 1, 1982 issue, as
submitted to BPA for December
1982, BPA Publisher's Statement

We offer stable and competitive group
life and LTD markets for school dis-

tricts and government units Flexible
plan design Brokerage inquiries are
invited
GROUP BENEFIT PLANS
28200 Orchard Lake Rd -#107
Farmington Hills, Ml 48018
(313) 851-8535

VWANT TO BUY
Properly/Casualty Companies

We have need for several Proper-
ty/Casualty Companies from
bare charters to fully operational
companies Write Box 676, Bust-
ness Insurance, 740 N Rush
Street, Chicago, IL 60611

FLEET ACCIDENT

Consulting Services

The Umt,d Saa Colp Fleet Adent Managemmt System,
which ¥as dmloged hya folmer Fedeal Dept of Tiara,orta
tionemployEe and Bell Syst,m flataccident consultant ts
cutrutlyavallable for thetirst time to the public 11,0 follow
ing analms latormation a,u Imple¥Intion tichal,ua un
turn yout Fleet Accidents into a Profit Center

* Fleet Insulance Review and Recommendations

« Economic Analvs,s ol Flut Andent Costs

« High Accldent Statistical Profiles

« Analysts of Proty Dam* Oaly and Inlary Amdmts

« Cost Effective Accident Prevention Techniques includ

Bl Classifeds

assure

top quality

results!

enced marketing manager to
head dept Must have a total of8
plus years commercial casualtv
underwriting experience with
at least two years in an agency /
brokerage environment Super-
visorv/management exp is
mandatory Exe vertical growth
potential and solid benefits
Starting salary m the $50K +/-
range Contact Insurance Re-

DRIVING ALL AROUND TOP MAN
FOR NEW FLORIDA
GROUP BENEFITS PROGRAM

We seek a person, preferably from Florida,
with ideas on cost containment and a dem-

onstrated record of performance in all

gruiters, 3707 Rawlins. #416, phases of employee benefits Top salary,

EXECUTIVE DIRECTOR
Colorado Intergovernmental Risk Sharing Agency (CIRSA)

CIASA is offering a unique opportunity to an individual with demonstrated risk management
skills to serve as Director of the Denver-based self-Insurance pool Currently coverages are
in Property and Casualty with an estimated start date of 1-84 for Worker s Compensation

The Director would be responsible for general administration of service providers, service
contract negotiations claims review and management analysts of all insurance programs
financial review annual reports, and general coordinationand controloloperations Dueto
the geographical spread of the 23 member cities some travel would be required The suc-

cessful candidate will have
- strong management capabilities
« bachelor s or advanced degree
- professional training or certification

- expenence in or knowledge of risk management or related fields
+ knowledgeable about theinsurance Industry,claims handling and litigation procedures

« familiarity with governmental processes
= strong oral and written communication skills

ing Retmlit Vehicle Satety Devices and Advanced Sate package is provided

DnvEr Ttainmg

For further Infolmation and initial lim ronsultabon co

Jamts Gold

untled Ser¥= Ckrpotation
2373211,1Ihunt Ort¥e

Smt, 24

laguna Nquel. CA 92677

1214 495-3445.1*13)268-1949

Salary will be commensurate with the candidate's qualifications and an excellent benefit

Thus newly created position provides an outstanding opportunity for a progressive risk man-
ntact agement professional Resumes, references and salary history should be submitted by 6-30
83 to

Timothy Greer, CIRSA Chairman

City of Glendale
950 S Birch

Glendale, CO 80222
An Equal Employment Opportunity M/F

benefits, stock participation to the right
person. Send resume and personal letterto:

WIMCO, P.O Box 1616, Sarasota, FL,
33578.

GROUP HEALTH UNDERWRITER

Fast growth public company in health care field This post-
tion requires E S degree plus 5+ years group health un-
derwriting experience Position reports directly to Sr Vice

President of Marketing in matters of selection, qualifying
prospects, contract control, loss ratios

This opportunty provides excellent salary and benefits
package

Resumes,n confidence to Personnel Director
United States Health Care Systems Co.

2500 Maryland Road

Willow Grove, PA 19090



Continued from facing page
retrospective premiums paid to
American Mutual, including those
arising from covered claims.

Less than two months later, on
April 22, American Mutual filed its
suit in New York.

American charges Flintkote
and/or Liberty Mutual in 10 sepa-
rate causes of action with breach-
ing duties of good faith, due care,
fair dealing and violating various
conditions of the policies. It also
contends that it is not required to
reimburse either party for defense
and indemnification costs or retro-
spective premiums.

It also seeks an unspecified
amount of damages plus interest
for costs incurred since Sept. 1,
1982, and more than $650,000 plus
interest in retrospective premium

payments that Flintkote has with-
held.

Named in one or the other or
both of the complaints in addition
to Flintkote, American Mutual and
Liberty Mutual, are Admiral Insur-
ance Co.; Aetna Casualty & Surety
Co.; American Home Assurance
Co.; American Re-lnsurance Co.;
California Union Insurance Co.;
Central National Insurance Co. of
Omaha; Continental Casualty Co.;
Commercial Union Insurance Co.;
Employers Insurance of Wausau, A
Mutual Co.; Fireman's Fund Insur-
ance Co.; Gibraltar Casualty Co.;

1 Granite State Insurance Co.; and
Hartford Accident & Indemnity
co.

Also named are Highlands Insur-
ance Co.; Home Insurance Co.; In-
surance Co. of North America;
Lexington Insurance Co.; Midland
Insurance Co.; Mission Insurance
Co.; National Union Fire Insurance
Co. of Pittsburgh, Pa.; North Star
Reinsurance Corp.; Northbrook
Excess & Surplus Insurance Co.;
Prudential Reinsurance Co.; Puri-
tan Insurance Co.; underwriters at
Lloyd's of London; and Allied
American Agency Inc. .

TEFRA hits

small firms'

pensions

BROOKFIELD, Wis.-The dra-
matic changes in pension and
profit-sharing plan rules caused by
, the Tax Equity and Fiscal Respon-
sibility Act of 1982 will force many
smaller companies to make drastic

A revisions in pension plans, accord-
1 ing to an employee benefits consul-
tant.

, Bernard Handel, president of

L Handel Group Inc., an employee

J benefits consulting firm, says
TEFRA will require most com-
panies to review their existing pen-
sion and profit-sharing plans in an
article in Newsbriefs, a bimonthly
publication of the International So-
ciety of Certified Employee Benefit
Specialists.

The law is particularly tough on
high-earning personnel, he said,
especially those who own their own
business or operate closely held
companies. "As a result of the new
maximum limitation, future pen-
sions to such persons may be con-
siderably less than they anticipate,”
he said.

The new limitations apply to de-
fined benefit and defined contribu-
tion plans.

Knowing this, small business
owners and service companies may
want to eliminate the corporation
form of business structure and opt
for sole proprietorship or a partner-
ship, Mr. Handel wrote.

Beginning in 1984, these busi-
nesses will be able to install plans
similar to Keogh plans, which are
almost identical to permitted pen-
sion and profit-sharing plans.

A free copy of Mr. Handel's book
is available by writing PR Depart-
ment, ISCEBS, P.O. Box 209,
Brookfield, Wis. 53005; 414-786-
8711.
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Celotex, Carey-Canada jump into asbestos fray

WASHINGTON-INn addition to the suits ex-
changed by Flintkote Co. and American Mu-
tual Insurance Co. over the nature and extent
of insurance coverage for asbestos claims, two
other asbestos defendants are suing their in-
surers as well.

In two separate suits, Celotex Corp. of
Tampa, Fla., and Carey-Canada Inc. of East
Broughton, Quebec, are suing the same nine
insurers in different courts in the District of
Columbia.

Both companies are subsidiaries of Jim
Walter Corp., a diversified home builder and
producer of building materials based in
Tampa.

The defendant insurers in the suits pro-
vided liability insurance for Celotex and
Carey-Canada from October 1977 until October
1982.

According to the suit, some of the policies
contained exclusions for lawsuits brought

against either company in which claimants al-
lege they suffer from asbestosis, a non-cancer-
ous fibrotic condition of the lungs caused by
exposure to asbestos.

But despite the "asbestosis-only exclusion,"
some of the insurers are failing to defend and
indemnify the companies for diseases other
than asbestosis caused by exposure to asbestos,
the suits contend. These diseases include lung
cancer and mesothelioma, a cancer of the lin-
ing of the lung.

In addition, other defendant insurers did
not write policies excluding asbestosis, but
they are also not defending or indemnifying
for any claims brought against the companies
stemming from asbestos-related diseases, the
suits add.

Both suits seek to make the insurers respon-
sible for asbestos claims brought against the
companies under the policies. They contend
that the insurers have legal liability for all

claims if any part of the asbestos-related injury
-from the time of inhalation of asbestos fibers
through manifestation of the diseases-occurs
during the policy period.

Celotex is also currently engaged in a law-
suit with certain of its insurers in state court in

Florida.

Both Celotex and Carey-Canada have been
named in thousands of lawsuits brought by in-
dividuals claiming injury or illness from expo-
sure to asbestos.

Named as defendants in the two most recent
suits are California Union Insurance Co.; Co-
lumbia Casualty Co.; Employers Insurance of
Wausau, A Mutual Company; First State Insur-
ance Co.

The Home Insurance Co.; International In-
surance Co.; National Union Fire Insurance
Co. of Pittsburgh, Pa.; Northbrook Excess &
Surplus Insurance Co.; and United States Fire
Insurance Co.

When you need to identify the influentials,
turn to the BI Directory.

The brand new BUSINESS INSURANCE DIRECTORY OF
CORPORATE BUYERS OF INSURANCE. BENEFIT
PLANS AND RISK MANAGEMENT SERVICES gives you
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easier.

As a "buyer," you'll use this reference tool to identify
your professional counterparts -- to compare notes on how
to handle the responsibilities that come with your position.
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Employer-sponsored PPOs attract attention

Continued from page 1 than two-thirds got their sales pitch sponsored PPO that has Just started utilization through the PPO is a be made up by the number of visits
knocking down employers' doors to m the first couple months of this up The other-a forest products definite advantage (to the doctor) "
tell them about this health care al- year or at the very end of last year, company operating in Idaho, Ore- Overall, 71% of the benefi. man- Others voiced specific concerns
ternative, although in certain areas indicating PPOs are stepping up gon and Washington-is in a PPO agers familiar with the PPO con- about using PPOs
of the nation marketing efforts are their marketing recently in Idaho sponsored by a third-party cept said they believed it has merit A big concern among the benefit
stepping up The most PPO marketing actii- administrator as a method of controlling health managers is that a company that
- Despite the lack of a nation- ity was reported in California, Mis- Both employers have built-in in- care costs contracts with a PPO will increase
wide PPO marketing blitz, the souri and lllinois Benefit managers centives to make their employees On the other hand, some of the its exposure to liability lawsuits
amount of participation in PPOs from Wisconsin, Oklahoma, lowa, want to use the PPO The forest benefit managers surveyed are from employees They fear if the
will grow in the next year Massachusetts, North Carolina, products company has eliminated very much against the PPO con- employer selects the medical care
However, few of the benefit Minnesota, Florida, Tennessee, employee copayments when a PPO cept, although they represen. a mi- provider the employee should use
managers planning to join a PPO Colorado and Ohio also said they is used and has added coverage nority of the benefit managers who and then the hospital or doctor
are interested in PPOs sponsored had been contacted by PPOs under the PPO not included in the answered the survey makes an error or the employee
by medical care providers, insurers Hospital-sponsored PPOs are company's standard plan "So far it (PPOs) appears to be disagrees with the treatment he re-
or third-party administrators most actively marketing their pro- The electronics company has eli- another form of marketing health ceives, the worker will sue not only
* Most benefit managers, in- grams, the survey shows minated the deductible and re- care protection without an ; new the hospital or doctor for malprac-
cludin%those who know little Of the 22 employers contacted by duced copayments when the PPO is innovations with respect to cost tice but also the employer
about PPOs, believe the concept PPOs, 10 were contacted by hospi- used containment,” said the manager of "The employer should not be in-
could help control health care costs tal-sponsored PPOs with a heavy Among the other companies employee benefits for a cor struc- volved m the selection of doctors or
and offers other advantages emphasis in Missouri Four survey planning to Join PPOs, reducing tion company with 2,000 employ- hospitals of their employees,"
< Many benefit managers see respondents were contacted by employee copayments when a PPO ees warns the benefit manager of a
distinct disadvantages to using PPOs backed by employers or em- is used is the most popular incen- manufacturing firm with 3,000 em-
FrRos ployer coalitions, three by Blue tive Fourteen employers say they "ldentifying 'choice' groups can ployees "l predict that employees
The Employee Benefit Board IS Cross/Blue Shield PPOs, two by plan to use it on|y po|arize health care de”very using PPOs will be named in mal-
composed of corporate and institu- doctor-sponsored PPOs, and one by Ten will institute lower deduct- costs A program that benefits only practice suits
tional executives in charge of em- a PPO sponsored by a third-party ibles for PPO users and nine will a portion of the consuming public A number of employers also
ployee benefits who have volun- administrator add services under the PPO not in- must hurt the rest PPOs are small- pointed out that use of PPOs could
teered to respond to periodic sur- Regardless of the source of infor- cluded in the firm's standard cov- minded, self-serving solutlins to be a real administrative headache
veys from Business Insurance mation, employers apparently are erage One firm said it would elimi- escalating costs,"” wrote the benefits for employers with many small op-
In the most recent survey, 136 of getting the message about PPOs nate all deductibles when a PPO 18 manager for a manufacturing com- erations around the country The
230 board members returned com- and are more interested in joining used, one said it would eliminate pany with 4,000 employees benefits manager for a retail drug
pleted questionnaires for a 59% re- one But they are, at this point, any copayment, and one said PPO Many of the surveyed benefits store with 30,000 employees m seat-
sponse | ate very selective about the sponsor of users would have to coniribute less managers worry that PPOs will tered operations in 32 states said
Of those 136, only two now be- the PPO, preferring to stick with to health insurance premiums only be another form of cost-shift- use of PPOs by his firm would be
long to PPOs In contrast, 28%- employer-sponsored PPOs rather Companies apparently believe ing and not really reduce cverall "administratively very difficult "
more than a fourth of the respon- than those sponsored by medical the savings to be realized through medical costs They see the PPO The survey also listed several of
dents-had never heard of PPOs care providers or insurers the lower fees charged by PPOs users coming out ahead anc non- the most common complaints about
until the Bl survey landed on their Of the 98 survey respondents and the stricter utilization review PPO users picking up the ex ra tab PPOs and asked the benefit manag-
desks Another 55% know what who were familiar with PPOs, 21 they offer will offset the cost of to make up for the PPO disco.ints ers to check off what they consid-
PPOs are but have never been con- say they will Join a PPO in the next these incentives "I would be concerned that the ered a disadvantage of being in a
tacted by a PPO marketing its pro- 12 months Another 11 employers The forest products company in savings derived may be pass ed on PPO
gram And, only 16%-or 22-have say they are considering Joining a the Idaho PPO says the PPO has to other employees not participat- The most frequent disadvantage
been contacted by PPOs PPO in the next year contracted to provide a discount of ing in PPOs," said the assistant cited was that participation in a
Most of the 98 survey respon- Twelve-or 57 %-of the 21 em- more than 30% off standard fees benefits managers for a holding PPO restricts the employees' choice
dents who were familiar with ployers Joining PPOs this year are The California electronics com- company with 7,000 employees of hospitals and physicians Just
PPOs learned about them from going to link up with PPOs formed pany says it has been guaranteed a "Therefore, there's no true savings, over 40% of the survey respondents
their benefit consultants Some 40% by employer coalitions or employ- 16% to 20% discount by the em- it's Just expensed differen:ly It familiar with PPOs cited this as a
got the message that way Another ers working together outside a for- ployer-sponsored PPO it Joined could only work if there was a con- disadvantage
39% learned about them from an- mal coalition setting Five of the companies planning certed effort by all employees in a The next most frequently cited
other employer, 32% from an em- In contrast, only five will Join to Join PPOs this year say the PPOs given area to use PPOs " disadvantage was the additional
ployer coalition, 24% from their in- BC/BS-sponsored PPOs, five, in- they are considering have prom- "Most PPOs are nothing more administrative work PPOs create
surer, 19% through literature they surer-sponsored PPOs, three, hos- ised discounts of 6% to 10% Three than marketing tools that ha,ve lit- for the employer This disadvan-
had read, and 13% from area hospi- pital-sponsored PPOs, two, doctor- expect discounts of 11% to 15% Two tleorno cost controls in place," said tage was cited by 37% of the benefit
tals and brokers (The total is more sponsored PPOs and one, a third- are looking at 16% to 20% discounts the benefits manager for a distribu- managers

than 100% because many employers party administrator PPO and two more say they expect 21% tion company with 2,500 emp|oy_ The additional cost of communi-
heard about PPOs from more than Of the two employers already par- to 25% discounts ces eating the provisions of the PPO
one source ) ticipating in PPOs, one-a Califor- The director of employee bene- was cited as a disadvantage by 32%,
Of the 22 employers who were nia electronics company with 1,800 The money that the employer fits for a paper company with restricted comprehensive medical
directly contacted by a PPO, more employees-is in an employer- can save on health care costs due to 21,000 employees agrees that PPOs services by 22%, the potential for
these discounts is the biggest ad- lack cost control incentlves antitrust suits against the PPO by

* vantage of Joining a PPO, the sur- "There's a lack of cost control in- 18% and disruption of present ben-

. . . veyed benefit managers said centives to employees usir g the efit program by 15%
I n S u ra n Ce Se rVI CeS g u Id e Seventy-one percent cited these PPO We want to change employee
discounts as an advantage The attitudes on health care by fircing
1 next-biggest advantage, according an economic decision at the point of Employee beneflt managers and
to the survey, is the utilization re- service PPO designs up untll now buyers of employee benefit plans are

FIREMAN & KRAMER Information About Software Systems views PPOs promise Fifty-five are all first-dollar coverage," he multed to Join the Business Insurance

Defense Counsel for Claims, Benefits and Risk Analysts percent cited this as an advantage said Employee Benefit Board Just send a

All NYC Area Courts Call or write Another 53% said the control a "PPOs will be abused by ohysi- card with your name, title, company
RESOURCE INFORMATION PPO would give employers over clans and employees," predicts the and address to Kathryn J Mcintyre, '

Contact ';‘g;h:\:‘;’ntzie“a’ Esq MANAGEMENT SYSTEMS, INC. the quality and appropriateness of employee benefits manager for an Editor, Bustness Insurance, 740 Rush

Brooklyn, New York 11223 Pag; ‘,Q";,;‘,’nsegfi 23:{23 services provided employees is an agricultural food processor B ith St, Chicago, m 60611 You unit re-

(212) 996-9600 Phone 312/448-5911 advantage, while 43% said the sta- 9,000 employees "There is nothing ceive four surveys during the year on

tistics that would be available on to discourage abuse Discoun:s will beneht issues

ATWOOD & CO. Benefits News Anal¥sis
Consulting Actuaries The magazine for benefits managers :
Clai m Reviews Analysis of corporate benefit practices e a S aVI I l g S u l I e l I a p a I l
Reinsurance and Reserve Analysis Flexible Benefits Cost Containment
for Captives and Self Insurers zavings/401 (_k) Comrnu_nicatio, More than 1,600 employees at and is participating with Provident
SOOO Ambrose Ave ystems/Admin International Bank Leumi Trust Co of New H .
Los Ange/es, CA 90027 Free copy-203/393-2272 e beneflt beat in the plan The bank also offers
(213) 661-9260 Box 4033 New Haven CT 06525 York and ItS subsidiary banks are two HMO options HIP Health
now receiving dental benefits after Maintenance Organization and
AGENT/BROKER LICENSING cost-saving changes were made in opted for individual coverage Blue Cross/Blue Shield of Greater
SMART'S HEALTH & SAFETY . | the company's medical plan Ms Finkelstein found that most New York Health Maintenance Or-
Total turn-key service in all 50 . . ) )
MANUAL FOR states, P&C, L, A&H resident & The bank on April 1 began re- of these employees had elected in- ganization
PUBLIC AGENCIES nonresident Call for information quiring premium contribution for dividual coverage at one time be- The new dental plan, under-
RIMCO Licensing Service individual health insurance cover- cause it was free and afforded written by Metropolitan Life Insur-
- 30 DAY FREE TRIAL - 9 - - . - .
1/800/527-6806 age, raised the contribution re- backup protection in case a spouse ance Co, has a $50 per-person or
DARRELL HEPPNER, SMART'S 10300 N Central Expwy #350 quired for family coverage and en- lost his or her Job $150 per-family annual deductible,
154 Sunnyside Dr. San Leandro, CA 94577 Dallas, TX 75231 couraged employees who were cov- Working with the bank’s surgical though the deductible is waived for
ered under their spouses’ health and major medical insurer, Provt- diagnostic and preventive proce-
CASUALTY ACTUARIES, INC.
CASUALTY ACTUARIES, INC. GYORY ASSOCIATES, INC. f ple!x)n tof tWalve the bank's medical dent Life & Casualty Co, Ms. Fin- dures
’ ' enetits kelstein amended the coverage to Employees must pay $2.17
< Loss Reserve and Rate Evaluations for PROFESSIONAL RISK MANAGERS
Insurance Companies and Self-In- Rick Financin Ir_llelduaIs must now pay $2_ 30 allow _employees_ and their famlllgs monthly for single coverage Fam-
sureds InUranm ik Co:’sumng during every two-week pay period to reJoin the medical plan w thout ily coverage costs $6 99 biweekly
- Statutory letters of opinion on loss and g i i i- i i i ili it— . .
Ios: ex;’ense reserves Latent Disease Product Liability Management f.or medical coverage, while fami e.stabllsl'-nng- insurability or a V\_’a't The plal_’] pays 80% for diagnostic
12300 Olive Boulevard 172 Framkiin Avenuo. Ridaewood lies must pay $7 92 ing period if the spouse lost bis or and preventive procedures and 50%
St Louis. MO 63141 N J 07450 (201 "145_3350 Benefits Manager Ellen Finkel- her job for other charges, based on reason-
(314) 878-5002 stein and her staff decided to try to In all Ms Finkelstein sa d, 57 able and customary charges There is
encourage married employees who employees waived single coxerage an annual maximum benefit of
r For advertising information In the INSURANCE SERVICES GUIDE were covered under their spouses' and 11 u aived family coverage $1,000 except for othodontics, which
Contact Beverly Kluxdal, 740 Rush Street, Chicago, lllinois 60611 plans to waive the bank's medical Blue Cross & Blue Shield of have a $750 lifetime maximum
Telephone (312) 649-5340 benefits after they discovered that Greater New York provides Bank However, orthodontics coverage IS

39% of married employees had Leumi's hospitalization coverage only available for children
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Latest news from Mission Group
- spurs talk of possible takeover

200 By DOUGLAS McLEOD tional Group Inc sion to increase that position, we will file ad-
275 At that time, American Financial agreed ditional 13/Ds "
270 TWO RECENT announcements from Los that it would not acquire more than 20% of Some securities analysts also express
265 Angeles-based Mission Insurance Group the company's stock That agreement was doubts that a takeover is in the cards for Mis-
260 E Inc are fueling speculation that the company amended last year, raising the limit to 25%, sion
may be paving the way for its own takeover although American Financial has not in- One roadblock to a merger is the apparent
250, The f'irst'was the announcemenF that E R creased its Stalfe Sinc'e then_ . absepce of a clear successor to Mr DeRosa,
|| DeR-a, Mission's 60-year-old president and Among American Financial's holdings are according to Leandro S Galban Jr, a vp of
210 li chief executive officer, plans to retire no Great American Insurance Co, Great investment banking and research at Donald-
=58 later than Jan 1, 1984 American Surplus Lines Insurance Co and a son, Lufkin & Jenrette Securities Corp in
e 4,4- 2%474#odyf The second was that Mission's board of number of other financial services subsi- New ‘York
directors has voted to lift a purchase hmita- diaries The company is privately held by the
tion agreement that has prevented American family of its chairman, Carl H Lindner "Apparently, the board doesn't feel that
The Bus,ness insurance stock,ndex,s cont,nu- Financial Corp from buying more than 25% Mr Lindner is on Mission's board of diree- there's anybody inside the company that can
ing its roller-coaster pattern, dropp,ng 3.3 of the company's stock tors, as is Ronald F Walker, president of take his place," Mr Galban said
points to 275.3 during the week ending May 31. Mission officials, including Mr DeRosa, Great American Insurance Co But, a Mission "Nobody is going to pay a premium for a
Themdex had gained 2.8 points during the pre- deny that an acquisit.on of Mission by spokesman said that Mr Lindner iS not being company that doesn't have a really strong
vious period to reach 278.6. Thirty-three issues American Financial-an insurance and fi- considered for Mr DeRosa's Job leader,"” he said
closed down, 17 gained and 14 remained un- nancial services holding company-or any He added that the price that Mission would
changed. The leading gains were posted by Ze- other suitor is Imminent Mr. DeRosa and Edward A Smith, chair- probably ask would be more than many
nith National Insurance Corp., 9.9%; Chubb Some industry analysts agree that a merger man of Mission's board, said they didn't would be willing to pay, including Mr

Corp., 7.0%; American National Insurance Co., involving Mission iS not likely anytime soon know if Mr Lindner or another board mem- Lindner, who was described by another se-
3.9%; American States Life Insurance Co., Others, though, speculate that Mission may ber originated the idea of lifting the purchase curgies analyst as "a discount asset-type of
3.2%; and SAFECO Corp., 3.0%. The largest become a takeover target as a result of the hmitation The move was simply an "ap- investor

losses were reported by Marsh & McLennan board action and Mr DeRosa's upcoming re- pendage" to the decision last year to allow "By Lindner's standards of what he'll pay
Cos. Inc., 9.5%; Corroon & Black Corp., 9.5%; tirement American Financial to increase its Mission for things, the price is too dear,” Mr Galban
Fremont General Corp., 8.1%; Old Republic In- Mission's stock surged more than four holdings to 25%, Mr DeRosa said added

ternat,onal Corp., 6.2%; and Hanover Insurance points following last month's announce- Mr Smith, who is also a partner in the Kan- Other analysts, however, speculate that a

Co., 5.8%. The B/index posted a 1.2% decline, ments, hitting a 52-week high of $41 a share sas City, Mo,law firm of Smith, Gill, Fischer takeover attempt may be coming Mission's
less than the 1.6% drop suffered by the Dow on the New York Stock Exchange The stock & Butts, said the board's action was prompted way

Jones 30 industrials for the same period. settled back last week to $39 50, still above ItS by Mr DeRosa's impending retirement One prospective suitor, some say, may be
price of $37 63 on May 3 "It Just came up in the context of the New York-based Penn Central Corp, a di-
British Issues While setting a January 1984 retirement DeRosa retirement,” he said, explaining that versified energy and telecommunications
date, Mr DeRosa said he will stay "as long as Mission wants to keep its options open after company of which Mr Lindner is chairman
1 Week
i iti " issi ! Penn Central is 23% owned by American Fi-
31 May Pfice P/E Div. Yield High-Low ;iltakes for an o':der'lgl transmondat M‘;Sf/:on Mr E'z:laRI:s: s departu;ed ot Miee: i s Yo Y
Companies pence pence % pence pence O successor has been named, an r r DeRosa concede: a ission has con- nancia
Comml Union 164 497 1686 10.3 164- 162 DeRosa said the company has hired an out- ducted "very preliminary discussions" re- Penn Central may be in a better position
Eagle Star 411 16.4 24.29 59 411- 403 side consulting firm to help it find the right garding an acquisition by "an industrial com- than American Financial to make the deal,
Genl Accident 411 131 2429 59 411- 408 person for the Job pany that doesn't have a stake in the finan- suggests James Stradtner, a partner with
Gdn Royal Exch 446 .118 2786 62 446- 432 cial services area " Alex Brown & Sons of Baltimore Penn Cen-
Phoenix 826 17 8 2500 77 334- 326 "We want to make sure the board looks at However, both he and Mr Smith said that tral has more assets available to make the ac-
Royal 480 124 87 86 7 © 482- 480 outside and inside candidates,” Mr DeRosa the board's action was not meant to clear the quisition and also has larger tax-loss carry-
Sun Alliance 1112 152 6857 62 1125-1112 . P . . . B
explained way for acquisition by American Financial or forwards that could be used to offset the Mis-
Brokers Mr DeRosa, who has served as the in- anyone else sion's earnings for tax purposes, he said
CE Heath 318 87 2107 66 320- 316 surer's chief executive officer for 20 years American Financial currently regards its
HoggRobinson 111 85 857 77 112- 111 and is widely considered a highly capable stake in Mission as merely an investment, ac- But, if an acquisition move 8 made
JH Minet 121 115 650 54 122- 121 manager, has fended off takeover attempts m cording to a 13/D form filed with the Securi- against Mission, it may not involve Mr
Sedg Grp 216 123 1000 46 216- 215 the past ties and Exchange Commission But, a com- Lindner's companies at all, Mr Stradtner
StenhouseHidg 112 105 786 70 113- 111 For example, the purchase limitation pany official did not rule out that its philoso- added
Stew Wrightson 248 © 0 20 43 8 2 248- 247 agreement recently repealed by the Mission phy could change He pointed out that Mr Lindner also
Willis Faber 526 139 2500 48 527- 526 P - . :
board dates back to the late 1970s, when "There's been no decision relative to an in- owned about 20% of Gulf-United Corp of
Source Philip Olsen/Alan Clifton, Insurance Industry American Financial bought about 19 7% of crease (in our stake),” said James Evans, Jacksonville, Fla But rather than acquire the
Specialists Kiteat & Ailken Stockbrokers, ) R R R R R R B R
London Mission's stock in a move that prevented an American Financial's vp and general coun- insurance holding company himself, he sold

unfriendly takeover by American Interna- sel "At such point in time as we make a deci- out when the company was swallowed up by
Houston-based American General Corp, Mr
Stradtner said

"He may be content to profit handsomely
from his stake in Mission" if a takeover bid

Bl Indu stry Stock Re PO rt comes rom some other sulter, Mr Stradiner

connrnented

MAY 31, 1983 5/25/83 THRU 5/31/83 MAY 31, 1983 5/25/83 THRU 5/31/83 Two factors may contribute to a decision

by Mission's board to look for a merger part-
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"If you're still paying
standard premiums,
you're losi ng money."

Ray Drury, Vice President, Group Sales, tells
benefit plan managers how The Hartford's

full range of cash flow options can cut
insurance costs.

Q. How did your Minimum Funding Group
Life insurance slash premium payments by
almost 90% for a large Southwestern city?
A. By replacing the standard monthly pre-
mium that would have been due on the city's
half-billion dollars of Group Life with a two-part
premium-one part fixed and based on ex-
penses and the premium for pooled coverages,
the other part variable and tied to actual claims.
Thanks to this arrangement, the city's fixed
monthly premium was reduced from $135,000-
the estimated standard premium that would
have been due-to less than $15,000. And
the city has the use of the funds without any
dilution of coverage or insurance safeguards.

Q. If losses become higher than normal, will
the city pay more than the standard premium?
A. Absolutely not. Our Minimum Funding plan
caps total monthly premiums-fixed and vari-
able combined-so that they never exceed what
would be due under a standard-premium plan.

Q. Can cash flow advantages be realized by
small groupsY
A. Definitely. While our Minimum Funding
Grodp Life and cash flow LTD plans are designed
for larger groups, we also have a full spectrum
of options for groups of 100 or more. They in-
clude Minimum Premium Plan, Administrative
Services Only, and Excess Risk Insurance.

With these options, you retain all or part
of the risk and responsibility relating to claim
payments. In doing so, you also retain all or part
of the funds you'd ordinarily pay the insurance
company for assuming that risk and responsibil-
ity The cash flow advantages stem from having
the use of those funds. If you hold'reserves,
you can also realize cash flow advantages from
interest income generated by that money.

Q. How great a cash flow improvement can a
small group realize by self-funding?

A. The improvement can be dramatic. For
example, a West Coast electrical equipment
manufacturer with 300 employees completely
self-funded its medical benefits, while The
Hartford provided Stop Loss coverage. As a
result, the company reduced its fixed monthly
cost from over $100 per family in standard
premiums to under $10 per family-including
third-party administration.

Q. What ways do you have to improve cash
flow with your fully insured plans? And what
kind of impact can they havel

A. We have Deferred Premium plans and Ret-
rospective Rating Agreements which are avail-
able with our full. range of group Life/Health
coverages. Using both those options, a Midwest
food processor with some 4,000 employees im-
proved its cash flow by more than $1 million in
a conventionally insured Hartford group plan.
And that's not an isolated example.

To sum up, we have a full spectrum of cash
floyw options. And we'll work S <
with yOU-and your broke agent dr 9P
Hartford-approved third-party adminis-
trator-to detern-ine which options can best
improve your bottom line results.

Q. How can | get a brochure describing

The Hartford's full range of cash flow options?
A. Just call me at 203-683-8599. Or write Cash
Flow Options, Group Sales Dept., Hartford Life

Companies, RO. Box 2014, Hartford, Conn.
06145.

Don't make a decision on Group Benefits until
you talk to a broker or independent agent who
represents The Hartford.
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