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Boeing lands
E&0 captive
in Colorado

By RHONDA L. RUNDLE

DENVER-The Boeing C)., the nation's premier
aerospace manufacturer, will .and a new captive insur-
ance company here this week

Colinco Inc. will reinsure errors and omissions cov-

erages for architects and engineers and data prozes-
sors, said Bob Hoff, Boeing's manager of corporate in-
surance who will have chief operating responsib-lity
for the captive.

These E&0 coverages are d.fficult to obtain for For-
tune 500 companies, Mr. Hoff said. Existing markets
require multimillion-dollar d eductibles. Boeing hcpes
to lower its deductibles by providing reinsurance on
the front-end portion of the risks.

Colinco will not write any direct business in the near
future, although Boeing has a long list of intriguing
oossibilities. "We're taking it one step at a time," Mr.
Hoff said.

Boeing selected a domestic home for its new subsid-
:ary because of some unique tax problems it fel: it
:tight have with an offshore domicile, said Mr. Hiff,
who declined to elaborate on that aspect of the deci-
siin.

He said that Colorado was picked ever other sites in
the United States for its stability as a home to captive
insurance companies. When Boeing began its study of
captives more than a year and a half ago, some stases,
such as Vermont. had not yet passed enabling legisla-
tien to permit captives, he added. (See story on Page 3
on Vermont's new captive law)

"We believe Colorado prov.des a more stable basis
for captives because there are already nearly 30 com-
panies there and legislative changes would not be
taken lightly," he said. Colorado also selects a civil
servant rather than an elected official to be insurance
commissioner, he said.

Colinco will be capitalized with a $1 million letter of
Continued on page 38
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update:
Work comp self-funding,
tort reform die in Texas

AUSTIN, Texas-Companies in Texas
will have to wait for product liability re-
forms and legislative approval to self-in-
sure workers compensation risks.

A bill that would have allowed employ-
ers to self-fund their workers compensa-
tions risks, H.B. 902, never came to a vote
in the Legislature, which adjourned last

Continued on nezt page

When a transit system fails . .

Photo: Mary Cairns

Chicago commuters are afraid their trains won't come when the funds run out.

Firms plot transit strategy
Chicago businesses are preparing to

keep rolling if the mass transit system
grinds to a halt.

• First Na:ional Bank cf Chicago has
acquired 100 rcll-avay beds, reserved
700 parking spaces n a city garage,
rented a vaiant stors across the street to
park bicy:les and formed 171 car pools to
make sure that hundreds of "critical"
employees :re at the bank on time.

• Charter buses and car pools will
carry 12,000 Illinois Bell Telephone Co.
employees to :heir dcwntown offices.

e Continental Bank, picking from
among a variety of standing emergency
plans, reserved nearly 300 downtown
hotel rooms, inaugurated a system of
flexible starting times for employees and
set up car pools.

e The South Loop Planning Board
leased a former piggyback truck lot in
Chicago's South Loop and converted it
into a 3,000-space parking lot. It is sold
out already with 1,000 slots going to CNA
Financial Corp., 1,000 to Continental

Continued on page 38

Liability claims
must be paid

By EILEEN NORRIS

CHICAGO The mass transit sys-
tem here may be penniless and about
to crumble, but money has been
tucked away to pay claims and insur-
ance premiums.

The Chicago Transit Authority, the
city's transportation system, self-in-
sures its workers compensation and
general liability risks with no excess
insurance, its risk manager says. But
he refused to divulge how much of
the $9.5 million budgeted for 1981
losses has been paid out in claims.

The Regional Transportation Au-
thority, which subsidizes the CTA and
other area transit lines but has run

out of money to keep the mass trans-
portation system running, maintains
smaller deductibles and is well-

funded to pay losses, says its risk
manager.

Neither the RTA nor the CTA has
business interruption insurance to
protect against the transit system's
loss of earnings from a shutdown.

RTA risk manager Carrie Cogtella
says the coverage is too costly and a
public entity is generally deemed a
poor business interruption risk.

But the RTA also has reserved $1.5
million for security and shutdown
costs should the transit system top-
ple altogether.

The CTA did not renew the $20
million of excess liability insurance it
had in 1977 after a tragic elevated

Continued on page 39

Insurance is in doubt
for $6.8 million award

By JOHN W. MILLIGAN

ROANOKE, Va.-American Motor Inns
Inc. and two subsidiaries, recently socked
with a $6.8 million negligence judgment,
may have a new fight coming up with an
excess insurer.

Should it also lose that battle, AMI would
have to eat almost $5 million of that $6.8
million award.

To make matters worse, Harbor Insurance
Co. of Los Angeles, the excess insurer, ve-
toed a $2 million pretrial settlement nego-
tiated by AMI attorneys.

INSIDE.
Page 2

Senator pushes cuts
I in longshore benefits

Besides questions of excess coverage, the
case also involves a bankrupt primary in-
surer.

AMI, along with Holiday Inns Inc., was
sued by a Milwaukee man who became a
quadriplegic after a 1977 swimming pool ac-
cident at the Frenchman's Reef Holiday Inn
on St. Thomas in the U.S. Virgin Islands.

The plaintiff, Richard Utesch, was
awarded $6.8 million in compensatory dam-
ages following an intense four-day trial be-
fore a federal jury in the VirgirY Islands that
ended May 23.

Continued on page 35

Hospitals use benefits,
perks to recruit nurses
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,- update:
Texas firms receive setback
Continued from previous page
week. The bill was supported by 50 large Texas employers, includ-
ing Shell Oil and Tenneco.

A product liability reform bill, H.B. 2310, was passed by the
House but not considered by the Senate. The bill would have al-
lowed several new defenses against product liability suits, but also
would have allowed plaintiffs to recover product liability damages
even if they were 75% at fault. Presently, a plaintiff in Texas more
than 50% at fault cannot sue for product liability.

Continental board OKs ESOP
LOS ANGELES-Continental Airlines' board of directors has

cleared the way for employee control of the airline through an
Employee Stock Ownership Plan. Such a plan would block Texas
International Airlines' attempt to acquire Continental.

Texas International is seeking an injunction to block establish-
ment of the ESOP. But Texas International has agreed not to buy
any more Continental stock and Continental has agreed to delay
inauguration of the stock plan until a judge rules June 18 on the
injunction request.

The ESOP is to set up a trust that would buy 15.4 million new
shares so employees would own 51% of the company. Texas Inter-
national now owns 48.5% of Continental (BI, May 11).

Panel allows abortion coverage
WASHINGTON-A House-Senate conference committee agreed

last week to allow health insurance plans for federal employees to
cover abortion.

The conference committee action was needed after the House
approved an amendment tacked onto an appropriations bill barring
federal health insurance plans from paying for abortions. The Sen-
ate did not approve the amendment (BI, May 25).

Deadline for appeal extended
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PHILADELPHIA-The Insurance Co. of North America and
Liberty Mutual Insurance Co. have obtained an extension until
Aug. 3 to petition the U.S. Supreme Court for review of an asbestos
decision. The original deadline was June 3.

The U.S. Court of Appeals in Cincinnati ruled last November
that insurance policies in force when workers were exposed to
asbestos are the only sources of funds to pay current claims for
recently discovered diseases (BI, Nov. 3, 1980).

This is the highest court decision over the issue of exposure ver-
sus manifestation theories of indemnification of long latent injuries.
INA and Liberty Mutual prefer the manifestation theory.

Panel approves retirement cuts
WASHINGTON-The House Ways and Means Committee has

approved cuts in the Social Security program that would save $560
million.

The committee voted to change to 72 from 70 the age at which a
retiree has to accept reduced benefits if his or her annual earnings
exceed $5,500. The age at which retirees become exempt from the
retirement earnings test will drop to 70 on Jan. 1 under current
law. It also voted to delay benefits until the first full month in
which retirees have met eligibility requirements.

Finally, the committee agreed to eliminate the $255 lump-sum
burial payment if there are no surviving beneficiaries.

Voters approve pension cap
PASADENA, Calif.-Voters overwhelmingly approved a ballot

measure last week to cap cost-of-living pension benefit increases at
2% for city police and firefighters (BI, June 1).

An attorney representing Pasadena safety officers said he will
soon file suit to challenge the amendment to the city charter.

Ford to appeal Pinto awards
SAN BERNADINO, Calif.-Ford Motor Co. will appeal a $6.5

million award to an accident victim to the California Supreme
Court after an appeals court upheld a lower court ruling in the
Grimshaw Pinto case.

Three years ago, a jury awarded accident victim Richard Grim-
shaw $3 million in general damages and $125 million in punitive
damages, which were later reduced by the judge (BI, Feb. 20, 1978).

In an unrelated Los Angeles verdict, Ford was ordered to pay
$3.9 million to a quadriplegic injured in a 1973 crash of a British-
built Ford Cortina. The plaintiff argued that the passenger seat in
the car was defective. Ford says it will appeal.
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Senator pushes cuts
in longshore benefits

By JERRY GEISEL

WASHINGTON-Senate subcommittee hearings
next week on the federal Longshoremen's and Harbor
Workers' Act mark the first major congressional effort
to overhaul the costly and contro-
versial law.

For the first time, a Senate sub-
committee chairman has introduced f

legislation to slash benefits and close ... 4
loopholes in the federal law gov-
erning workers compensation bene- . ..U

fits for maritime employees.
Sen. Don Nickles, R-Okla., chair- '

man of the Senate Labor subcom-

mittee, not only has introduced leg-
islation to reform the act, S. 1182, Nickles

but vows to get the bill out of com-
mittee to the Senate floor quickly after hearings June
16, 17 and 23.

The freshman senator has labeled the Longshore Act
"a free ticket to rip off the consumer and taxpayer.
The federal government has turned its back on every
consumer and taxpayer by not correcting the injustices

000

0

00

GOP counsel on reforms: Page 34

of the Longshore Act."
Sen. Nickles' aggressiveness in battling for changes

in the Longshore Act, which covers more than 1 mil-
lion workers, is a marked contrast to the indifference
of Sen. Harrison Williams, D-N.J., the previous chair-
man of the Senate Labor and Human Resources Com-
mittee.

Sen. Williams, who was convicted earlier this year
in the Abscam bribery scandal, had once considered
the Longshore Act something of a model for future
federal standards for state workers compensation pro-
grams.

Although Mr. Williams later agreed that there were
problems with the longshore benefit act, he refused to
hold hearings on a specific bill to clean up the prob- -
lems.

With Sen. Williams out as committee chairman and

Sen. Nickles willing to fight for changes, experts are
optimistic that the Senate will approve changes in the

Continued on page 36

Udderly shocking
INDIANAPOLIS-A half-million dollar product liability

award could be laughed off as "udderly shocking" if the
manufacturer weren't appealing.

But Babson Brothers of Oakbrook, Ill., manufacturer of
cow-milking equipment, isn't laughing at a jury verdict
awarding $581,200 to a Central Indiana dairy company.

Tipstar Dairy Co. of Bainbridge, Ind., charged that Bab-
son Brothers' cow milking parlor shocked instead of milked

  b its cows, causing production losses and eventually killing 30 cows.A jury awarded damages for lost production to Tipstar President
Leon Tippin, who had purchased a $70,000 milking parlor from

Babson Brothers in 1975, said Jon Krahulik of Bingham, Summers, Welsh
& Spilman, the Indianapolis attorney for Mr. Tippin.

Inadequate electrical grounding of the machinery caused the cows to
receive electrical shocks of six to seven volts from the milking parlor, Mr.
Tippin charged in a 1979 suit. The shocks reduced milk production.

The shocks also led to an increase in Tipstar's costs because the cows
wouldn't move into the parlor, he said.

The shocks also caused the deaths of 30 of Mr. Tippin's 200 cows
from a disease called mastitis, an inflammation of the udder, the

, attorney said. He added, however, that the suit did not seek dam-
ages for the lost animals, only lost production.

The company's liability insurers, American Mutual Liability In-
surance Co. of Wakefield, Mass., and Connecticut General/Aetna

<A  Insurance Co., are discussing their liability. Babson Brothers says it
is not at fault and the award is excessive. -John Maes

Lloyd's must poll members
on two divestment issues

By STACY SHAPIRO

LONDON-It's now up to
Lloyd's of London members to de-
cide a controversial divestment
issue that almost knocked the new
Lloyd's self-regulation bill out of
the House of Commons.

Parliament shocked Lloyd's last
week when it stuck by its demand
for separation of managing agents
and member agents in addition to
broker divestment of managing
agents.

Broker divestment of managing
agents, which Lloyd's leaders agree
should be in the bill, would in most
cases break the link between bro-
kers and member agents.

But, under the proposal, brokers
could then go buy the member
agents which have been separated
from the managing agents, paving
the way for broker domination of
the member agents.

The divestment of managing and
member agents will affect 70% of
the managing agents at Lloyd's and
change another time-honored tra-
dition in the marketplace that is al-
ready asking to overhaul its struc-
ture.

Member agents hook up new

names with syndicates while man-
aging agents are the managers of
Lloyd's syndicates.

Members of Parliament argue
that member agents should be im-
partial in linking new names to
syndicates and are faced with a
conflict of interest when they are

linked to managing agents of syn-
dicates.

Conceding that brokers should
divest themselves of their manag-
ing agents within five years,
Lloyd's fought the separation of
managing and member agents until

Continued on page 36

California spares firms
additional comp costs

By RHONDA L. RUNDLE

SACRAMENTO, Calif.-California employers have fingers crossed that
a plan to institute employer funding of the workers compensation system
has been permanently dropped from the 1981-82 state budget.

A proposal to shift the $36.5 million administrative cost of the system
and related services from the general fund to employers was scrapped last
week by state legislators who oppose a new user tax for business.

Employer groups were afraid that the user-funding proposal, which was
buried in the complex state budget under debate in the Senate and As-
sembly, might pass virtually unnoticed. Legislators could approve the
budget and avoid the appearance of supporting unpopular new taxation.

'It was strategically clever because it's hard to beat one of hundreds of
hundreds of provisions in the budget," said Joe Markey, executive direc-
tor of the California Self-Insurers Assn.

The gambit failed after the provision became the target of heated dis
Continued on page 34



Nurses wanted
By STEVE SHERWOOD

DALLAS-Florence Nightingale would
shudder at what some hospitals must do
these days to recruit nurses.

Higher wages and offers of free housing,
cut-rate leased cars, free cab fares and bon-
uses for working odd hours on top of im-
proved traditional benefit plans are designed
to woo nurses from other institutions.

She would probably wonder what hap-
pened to the spirit of self-sacrifice so com-
mon among nurses in her day.

Then again, like most women in white, she
might shrug and say, "It's about time."

With this country's nursing shortage
reaching epidemic proportions, medical cen-
ters and hospitals no longer can rely solely
on nurses' compassion to attract them to the
workplace.

So far, higher wages are still the best lure,
but improved employee benefit packages are
attractive bait.

"The shortage has definitely had an effect
on salaries and benefits," says Kay Morris,
director of nurse recruitment for Hospital
Corp. of America in Nashville, Tenn. The
past president of the National Assn. of Nurse
Recruiters says, "Hospitals are beginning to
do things business and industry have done
for years, not that they shouldn't have done
them a long time ago. The shortage spotlights
the need for more effective benefits."

Nurse recruiter Judith Vincent at Park-
land Memorial Hospital in Dallas agrees.

"You're looking at a profession identified
with giving, never taking," Ms. Vincent says.
"People expect us to keep on giving, but
nurses are starting to develop careers. There
are a lot of career-oriented people in the pro-
fession today who are not embarrassed to ask
for what they want."

Benefits have not increased as much as

salaries in recent years, but they likely will
be the next major area of improvement for
the profession, she says. "There are so many
things we can still offer, which some hospi-
tals already have, such as dental insurance,
child-care services and uniform allowances."

Parkland, which has positions for around
800 nurses, now has 90 vacancies, Ms. Vin-
cent says. Salaries recently increased to $7.25
an hour from $6.25 for new graduates, the
shift differential for nurses working odd
hours was increased and the medical center

is now beginning to improve its benefits to
be as competitive as a county hospital with
budget constraints can be.

Parkland now offers two weeks of vaca-

tion, 10 sick days, nine paid holidays, paid
life and health insurance (Blue Cross), 100%
tuition reimbursement for full-time employ-
ees, a credit union, prescription drugs at cost,
free parking and pension and annuity plans.

Rather than provide benefits to float pool
Continued on page 40

. Hospitals boost benefits, perks
" to attract hard-to-find recruits

Photo: American Medicorp

Hospitals nationwide are offering innovative benefits to keep nurses' stations staffed.

Vermont beats risk retention bill to punch
By JOHN MAES

NEW YORK-Vermont's new captive law allows com-
panies to form the kind of pools for product liability that the
delayed Risk Retention Act envisions.

The Vermont law, ·which will take effect July 1, creates
the first domestic captive insurance company category of In-
dustrial Insured, said Reg Beane, governmental affairs direc-
tor for the Risk & Insurance Management Society.

RIMS worked closely with Vermont on developing the law
and sponsored a seminar in New York late last month to
introduce the law.

Vermont officials and RIMS say the newest state captive
law gives companies more operating and investment free-
dom. RIMS prepared a chart of all captive laws in the nation

Captive lonne allowed

Co,porate forms allowed

Captial and surplus

Dimet lines allowed

Reinsurance

Vermont

Pure

Association

Industrial Insured

Stock

Mutual

Pure: $250,000
Industrial: $500,000
Association: $750,000
Letters of credit

allowed.

All commercial lines

except workers comp;
no personal lines
allowed.

May assume
reinsurance from any
source; may cede to
Vermont accredited

reinsurers.

Ratesand forms No approval required.

Admitted market deficiency No deficiency required.

Minimum premiums

Premium taxes

Investment restrictions

Annual reporting

No minimum premium

volume required.

1% on direct premiums

only.

Admitted market

restrictions apply to
association captives.

Pure and industrial file

financial statement;
Association captive
files NAIC blank.

and overseas to make the point. (See chart below.)
Lower capital and surplus requirements, no tax on reinsur-

ance premiums and provisions for the new Industrial Insured
group make forming a captive easy in Vermont, officials say.

In the new category, business groups can band together to
form captive insurers if each member has 25 employees, gen-
erates at least $25,000 a year in insurance premiums and has a
full-time worker responsible for insurance matters.

The Industrial Insured option provides an alternative to
the traditional association captive that is subject to tighter
annual reporting requirements, higher capitalization and less
investment freedom in other states with captive laws.

"There's nothing else like this in the U.S.," H. Lincoln
Miller Jr., special adviser to the Vermont Department of In-
surance and Banking, told the seminar.

Captive regulation by domicile
Colorado Tennessee Virginia

Pure Pure Pure
Association Association Association

Stock

$750,000
Letters of credit

allowed.

All commercial lines; no
personal lines allowed.

May assume lines that
can be directly insured.

Stock

Pure: $ 750,000
Association: $1,000,000
Letters of credit

allowed.

Professional

liability/e&0; cgi.

May assume lines that

can be directly insured;
may cede to Tennessee
accredited reinsurers

licensed in one state.

Stock

Mutual

$2,000,000
Letters of credit

allowed.

Mr. Beane of RIMS pointed out that companies anxious to
take advantage of the still pending Risk Retention Act can go
to Vermont now and form an Industrial Insured captive.

If the Risk Retention Act is passed by Congress, Vermont's
new law offers the groups the perfect domicile, especially for
offshore-based association captives that might have to redo-
mesticate under the law, Mr. Beane said.

The act also offers freedom from rate and form regulation
and doesn't require that the insurance be unavailable in ad-
mitted markets to be placed with the Vermont captive. Both
aspects are liberalizations of captive laws in other states.

However, the state requires that the captive's principal
place of business be in Vermont, at least one Vermont resi-
dent be on the board of directors and that it conduct

Continued on page 38

All commercial risks;
professional

liability/eao; no
personal lines.

May assume lines that
can be directly insured;
may cede to Virginia
accredited reinsurers

licensed In one state.

Both must be approved. Both must be approved. Approval required.

Must show that Must show that No deficiency
"adequate insurance "adequate insurance required.
markets in the U.S. are markets in the U.S. are
not available." not available."

Pure: $ 500,000 Pure: $ 500,000
Association: $1,000,000 Association: $1,000,000

1% on direct premiums 1% on direct premiums
only. only.

Admitted market

restrictions apply.

All captives must file a
detailed annual

statement.

Admitted market

restrictions apply.

Captives must file form
prescribed by
commissioner.

Pure: $ 500,000
Association: $1,000,000

1% on direct premiums
only.

Admitted market
restrictions apply.

Admitted market filings
must be made.

Bermuda

Pure

Association

Stock

Mutual

$120,000 for under
$600,000 annual
premium volume; 1/5

of premium to $6

million; 1/10
thereafter.

All lines, but no
Bermuda risks.

May assume and cede

any reinsurance other
than from or to

Bermuda sources.

Cayman Islands
Pure

Association

Stock

Mutual

No requirements.

All lines, but no
Cayman Islands risks.

May assume and
cede any reinsurance
other than from or to

Cayman Islands
sources.

No approval required. No approval required.

No deficiency No deficiency
required. required.

No minimum premium
volume required.

No Bermuda tax; 4%
U.S. excise on direct;
1% on reinsurance.

None.

Annual audited

financial statements

and disclosures.

No minimum premium
volume required.

No Cayman Islands
tax; 4% U.S. excise
tax on direct; 1% on
reinsurance.

None.

Audited financial

statement.

Source: RIMS
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Mine pact would hike pension royalties
The United Mine Workers has

won its demand that operators of
unionized mines continue to pay
royalties to UMW pension plans
for the purchase of non-union coal.

The proposed contract also in-
creases these payments.

The tentative agreement be-
tween the UMW and the ·Bitumi-

nous Coal Operators Assn. will
boost employers' wage and benefit
costs 37.5% over 40 months, accord-
ing to the UMW.

The rank and file rejected an
earlier tentative contract that was

approved by the UMW bargaining
council in March. That defeat.was

blamed on a provision that would
have eliminated the $1.90 royalty
that unionized companies pay to
UMW pension plans for each ton of
non-union coal they purchase.

The miners feared the end of the

benefit beat

royalty would lead to a greater use
of non-union coal, resulting in a
weakening of the UMW.

During the next three years, the
$1.90-per-ton royalty, which was
established in 1964, will rise three
times to $2.24 per ton at the end of
the contract.

Pension benefits also will rise

sharply. Miners who retired before
1976 and are covered under the

1950 pension ·plan will have their
monthly pension benefits boosted
$40 over the next 40 months.

Benefits of miners covered

under the 1974 pension plan will
increase $25 a month over the life
of the contract. Benefits of future

retirees will jump from $13.50 per

month for each year of service for
the first 10 years to $15.50 per
month over three years.

It also provides a new $95
monthly pension benefit for the
widows of about 45,000 miners.

Weekly sick-leave benefits will
climb to $185 from $150 over the
contract's life.

Life insurance benefits for a nat-

ural death will increase to $25,000.
from $12,000. Benefits covering an
accidental death will rise to $50,000
from $24,000.

A dental plan that would cover
most expenses up to $750 per per-
son a year will be established by
October.

The proposal, which the UMW

NO HOLDS
BARRED
HERE

Left to right: Fil Cooper and Foy Watson, Vice Presidents; Don Wil-
kinson, (CLU), Regional Manager, Knoxville; John Aggen, RegioAal
Manager, Chicago; Tom Tucker, Regional Manager,·, Atlanta; Bob
Anderson, Regional Manager, Cincinnati.

This is Provident's Group Field
Advisory Council. Thi5 council is
made up of senior, highly qual-
ified field managers with over 50
years of combined experience.
The council meets regularly with
Provident's home office manage-
ment in a no-holds-barred give
and take session.

We want to know what is hap-
pening in the field, and what we
can do to improve· our opera-
tions. Provident's Group Field
Advisory Council provides us
with first-hand information that

helps us serve our customers
better.

bargaining council approved May
28, also calls for a $150 back-to-
work bonus for miners who return

to their first scheduled shift.

Union members were to vote on

the contract June 6; ratification
would send miners back to work

June 8, ending the strike after 73
days.

Cancer screening
Wood model and pattern makers

in Warren, Mich., have rejected a
proposal for a cancer-screening
program in 29 independent De-
troit-area job shops unaffiliated
with the Big Three automakers.

United Auto Workers officials

say the owners have asked the
union to forego a debt owed to its
pension fund in return for the can-
cer-screening tests. The employers

Provident's council is a source of

new ideas and innovations. This

regular flow of new ideas helps
insure Provident's leadership
role in the group insurance field.
Provident is proud of its Group
Field Advisory Council and the
important role it plays in helping
us do a better job for you.

PROVIDENT
LIFESACCIDENT

INSURANCE COMPANY

CHATTANOOGA, TN 37402

GROUP DEPARTMENT

also want the program financed
through the workers' health insur-
ance plan. The workers feel the
owners should assume the entire

cost of screening, the officials said.
Wood model and pattern makers

are suspected of being exposed to
unsafe amounts of wood dust in

their workplac'es (BI, March 17,
1980).

Benefits to continue
Life and health insurance bene-

fits for some 2,800 Texas Instru-
ment employees who were re-
cently fired will continue for one
month, a company spokesman said.

"These are permanent termina-
tions, not furloughs," he said.
"However, everyone retains the
status of being on leave for one
month, so insurance benefits re-
main."

Declining sales of some TI prod-
ucts, particularly in the semicon-
ductor division, were blamed for

the firings May 28 and 29. Most of
the fired employees came from de-
partments related to the those
products.

Hardest hit among the TI facili-
ties were those in Dallas, where
1,000 of an estimated 30,000 em-
ployees were laid off, the spokes-
man said. The company fired about
300 workers in Houston and ari-
other 250 in Sherman, Texas. The

remaining workers were fired
from plants in other states and 19
countries. TI has about 90,000 em-

ployees worldwide.
Each employee received full sev-

erance pay, which varied depend-
ing on the number of years
worked.

Texas Instruments has a compre-
hensive medical, dental and life in-

surance policy for employees, writ-
ten by Aetna Life & Casualty Co.,
one source said.

Employees pay a $75 deductible
for medical benefits, after which

the policy covers 80% of the first
$1,000, 90% of the second $1,000
and 100% of expenses over $2,075,
to a lifetime total of $1 million.

Premiums are paid, in part, by em-
ployees during their first year,
after which the company pays.

Emergency care up to $300 is
paid with no deductible. Anything
over that amount is covered by the
primary medical policy.

All employees receive a basic
group life policy of $4,000, but they
can purchase options up to $20,000
or twice their normal salary, not to
exceed $100,000.

Dental benefits pay 80% of "rea-
sonable charges" up.to $500 an-
nually, including preventive care,
and pay orthodontia up to $750 per
person, with total lifetime benefits
limited to $5,000.

Benefits expanded
Members of the International

Assn. of Machinists and Aerospace
Workers will receive orthodontic

and hearing-aid benefits if a three-
year contract with General Dy-
namics Corp. in San Diego is ap- ·
proved.

Workers will be entitled to orth-

odontic care up to $500 and one
hearing-aid during the length of
the contract.

Workers also will get a pension
increase of $14 per month for past
and future services and 36 paid
holidays for the three-year period.

The union represents 3,500 Gen-
eral Dynamics workers, 3,000 of
whom are in San Diego.

Benefit beat keeps insurance and em-
ployee benefit managers informed on
what other companies are doing and
of current developments in the em-
ployee benefit field. We'd like to know
if you've made any changes. Write
Business Insurance, 740 N. Rush St.,

Chicago, Ill. 60611.
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on your large accounts.

8 Northbrook Property and Casualtyinsurance Company
3810 Golf Road

 Rolling Meadows, Illinois 60008
Goodwin Clark
Vice President
National Accounts
(312) 364-2727

Northbrook National Accounts Division brings you:1.A new market-financially stable, rapidly developing,
with aggressive growth plans.2.Direct dealin with one office that has broad
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J Check us out . . .
[1 Alarm Company Liability (including Errors & Omissions).
[* Security Guard Liability.
Ed Police Professional Liability.
[f Municipal General Liability.
[* Public Officials Errors & Omissions.

1.800.531.7205 • 1-800.531.7224 • 1-800-292-5721 (Texas only)

Bayly, Martin & Fay/San Antonio
RO. Box 17800
San Antonio, Texas 78217

Youth may collect
$8.3 million award
in structured pact

By JERRY GEISEL

WASHINGTON-A 16-year-old
California youth who was severely
burned by a high-voltage wire
while trespassing at a Conrail yard
three years ago may collec: more
than $8.3 million under a complex
structured settlement.

Under the agreement, which
Conrail is funding through an an-
nuity purchased from Insurance
Co. of North America, Steven
Throop will receive $2,250 each
month for the rest of his life.

Those monthly payments, which

Wre
ASSOCIATED
with the

right people
Associated's expert underwriters
think it's only right to take to the
field themselves in order to handle
risks faster and better.
And Associated's clients

are right to expect the
quick and definitive
turn-around they get

from our service. Whether your
needs include excess, surplus
lines or special risk, Associated

International's got the right
people for the job. Asso-
ciate with Associated.

We'll both be keeping
good company

ASSOCIATED INTERNATIONAL INSURANCE COMPANY

New Address: 3450 Wilshire Blvd., #201. Los Angeles, CA 90010, (213) 739-8840
Member Stewart Wrightson Insurance Group, London

Excess · Special Risk • Surplus Lines · Liability and Property
Business accepted through specifically qualified surplus line brokers

and reinsurance intermediaries.

include a built-in inflation factor,
could total $5.4 million, according
to Mr. Throop's attorneys, James
Boccardo of San Jose, Calif., and
Thomas Rees, a former California
congressman and now a Washing-
ton, D.C., lawyer.

Mr. Throop also will receive
bonus payments of $25,000 in 1986,
$50,000 in 1991 and additional
larger bonuses every five years
until 2036 when he will collect a
$275,000 bonus. It is estimated
these bonus payments will total
$1.63 million during Mr. Throop's
lifetime.

In addition, the settlement calls
for the establishment of a $500,000
trust fund to be set up in three
stages. The first payment to the
trust will be $100,000 with future
payments of $200,000 and $100,000
twice. The trust fund will be ad-

ministered by Mr. Rees and is in-
tended for unexpected emergen-
cies, such as medical treatment.

The remainder of the award will

be raised through investment of
the money as Mr. Throop receives
it.

Conrail's out-of-pocket costs are
estimated at about $2 million to
cover attorneys' fees, court costs
and purchase of the INA annuity.
Sources said Conrail has a $2 mil-
Iii,n self-insured retention, but this
could not be confirmed with the
company which refused to com-
ment on the case.

The accident occurred in 1978

when Mr. Throop was in Washing-
ton on a family vacation. Mr.
Throop, who disregarded faded,
stenciled "No Trespassing" signs on
poles, climbed on top of a parked
railroad car in the Conrail yard to
get a better view of the annual
July 4 fireworks display on the
Washington Mall.

Mr. Throop either touched a
12,000-volt wire hanging a few feet
above the boxcar or walked within
the wire's electrical field.

The electrical shock severely
burned him. Eventually, his right
arm was amputated above the
elbow and both legs were ampu-
tated above the knee.

Conrail was negligent on several
accounts, Mr. Boccardo said. The
quasi-federal agency should have
installed a fence around the tracks,
he said.

"A railroad should realize pro-
tection is needed in an area where

children play. A cyclone fence
would not have cost that much," he
said.

In addition, Conrail should have
posted signs warning persons in
the area of the danger of the high-
voltage electrical wire, he said.

Finally, Mr. Boccardo said,
Conrail should have turned off the

electricity running through the
wires on the evening of July 4, a
time a large number of children
were in the area to watch the fire-

works display.
The accident occurred in the

same area where a 1971 mishap
killed a 14-year-old Washington
youth. After that accident, the Na-
tional Transportation Safety Board
issued a report criticizing Penn
Central, which at that time owned
the track, for not fencing the area,
Mr. Boccardo said.

Mr. Boccardo described the set-

tlement as "not too much and not

too little. It is just the right
amount."

He said that he doubts that any-
one who criticizes the settlement as

too high would like to change
places with Mr. Throop, a triple
amputee. •
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HOTEL/MOTEL CATASTROPHIC *
0 NO PER ACCIDENT LIMIT. 0 NO AGGREGATE LIMIT.

0 LIMIT OF $100,000 OR MORE PER REGISTERED GUEST, FOR PENNIES A DAY.
0 FOR DEATH AND OTHER SPECIFIED SERIOUS INJURIES.
0 FIRST OOLLAR COVERAGE. 0 THIS WSURANCE IS PRIMARY.
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editorial opinions

Handguns are bad risks
D ight in the middle of the national debate
Ibover handgun control should be risk and
safety managers-supporting new controls.

The professions of risk and safety manage-
ment are dedicated to preventing and limiting

, property, liability, net income and personnel
losses. Risk and safety managers traditionally

 have fulfilled their professional commitments
by instituting property loss conservation mea-
sures or work safety programs.

We think it's time risk and safety managers
extend their professional commitments to
areas outside of their nine-to-five world. A

doctor's oath to cure the sick, a lawyer's
pledge to uphold the law and a clergyman's
dedication to God are full-time professions.
Risk and safety managers also must view their
professions as full-time commitments to pro-
tecting the health and safety of people and
property. The profession of risk and safety
management demands you support and lobby
for handgun control.

This is weighty stuff, we admit. But there
are practical reasons for risk and safety man-
agers to support handgun control. Wouldn't it
be better if the night watchman never had to
pull his pistol on an intruder with a gun? How
about the safety of your chief executives?
Consider handgun control a kidnap/ransom
loss-control measure.

The insurance industry. already sees its in-
terest in handgun control. Francis P. Story,
chairman of the Alliance of American Insur-

ers and president of Holyoke Mutual, is call-
ing on insurers to review their files for losses
caused by the negligeilt or improper use of
handguns. He suggests that the information
could "add. valuable weight to the presenta-
tion being made by those who are advocating
adequate state legislation in this area."

We believe there must be federal minimum

standards for handgun control, to be enforced
by the states. Minimum s.andards of applica-
tion and registration to own a handgun
wouldn't preclude more strict control by states
so inclined, but they should stop people with
criminal records from walking into·any pawn
or gun shop and walking out with a handgun.

T A Te suggest that risk managers, especially
V V those for corporations that retain sub-

stantial risk and whose losses are not always
reported to insurers, also scour their files for
information on losses related to improper use
of handguns. We bet the research will turn up
losses. involving handguns, from armed rob-

business insurance®

IS

RISK

MANAGEMENT
_

beries to muggings, proving the problem is far
larger than attacks on well-known leaders.

But attacks on our leaders heighten our
awareness of the need for handgun control.

Business Insurance called for gun control in
1968 after the slayings of Martin Luther King
and Robert Kennedy. The recent slaying of
John Lennon and assassination attempts on
President Reagan and Pope John Paul II
prompt us to do so again.

We must try to stop this violence. Now.
Risk and safety managers also can coin an

appropriate response to the anti-handgun-
control lobby chant that "guns don't kill peo-
ple; people kill people."

Does that mean machines without safety
guards don't injure workers; workers injure
themselves?

Partly, but the safety guard is there and
handgun control should be, too.

the national newnueekly of loss prevention. risk financing and benefit management
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HMOs aren't fading away
To the editor: Your article "HMO

funding drought could be fatal"
(BI, May 4) cast a rather ominous
pall over an industry that is much
healthier than you would lead us to
believe.

There is no question that the
cutback of federal funding will
mean the end of a number of
HMOs that are struggling through
their early, developmental stage.
But that hardly means the HMO
industry is facing a downhill slide
to extinction.

In 1973, when the HMO Act was
passed, 70 HMOs served some 5
million enrollees. Seven years
later, the number of plans has
more than tripled and enrollment
is approaching 10 million. Today,
5% of our population is served by
HMOs, attended to by some 55,000
physicians.

The key to understanding the
HMO movement is realizing that
the majority of these 10 million
enrollees are served by well-estab-
lished, financially sound HMOs,
most of which do not depend on
the federal government for a dime
of support.

Family Health Program is a
prime example of this. The com-
pany began its prepaid group plan
in 1960 with 2,000 enrollees, work-
ing out of one medical center in
Long Beach, Calif. Today, it pro-
vides medical and dental care to

more than 190,000 members
through 12 medical centers in

4

Southern California, Utah and
Guam. Management projects en-
rollment growth to reach 320,000
by 1985.

Another measure is the com-

pany's annual gross revenues.
These rose from $600,000 in 1967 to
almost $60 million in 1980. By 1985,
revenues are expected to reach i
some $235 million. FHP has
achieved this strong, steady growth
entirely through private funding.

We believe that FHP is repre-
sentative of those HMOs across the ,

country that constitute the strong
heart of the industry-those that j
have demonstrated stengths in
management, financing, market-
ing, innovative services and an
ability to compete successfully in 1
their marketplace.

Yes, there will be a shakeout in ,

the industry because of changing
conditions. What industry does not '
experience similar "weeding out" '
periodically? But the mood of the
administration and Congress is
clearly changing to greater compe-
tition, more alternatives and a bet-
ter break for the consumer in the
health-care field.

In the long view, HMOs as a
group will benefit from this atti-
tude and will become an even

more productive part of the na-
tion's health-care delivery system.

Robert Gumbiner, M.D.
President '

Family Health Program
Fountain Valley, Calif.

Self-funded fallacies?
To the editor: Our company

began writing coverage for Colo-
rado cities and towns in 1979, so it
appears some of our experience
may be included in the three-year
survey to which Steve Sherwood
referred in "Self-funded pool
catches attention of Colorado

cities" (BI, May 18).
Unfortunately, our results were

not quite as favorable as those cited
in the story by senior consultant
Thomas Wander of Risk Planning
Group.

Is the three-year 44% loss ratio
that Mr. Wander indicates the· en-

tities had a case loss only or does it
include a margin for case develop-
ment and IBNR? Did any of the
towns sustain any shock losses dur-
ing this period? If answers to either
of the two questions are negative,
then Mr. Wander's statement that

the cities were paying too much
premium indicates a great deal of
naivete on his part.

Mr. Wander has some difficulty
with simple arithmetic. The pre-
mium for the test cities did not in-

DONALD A. WALSH, advertising director
New York (212-210-0133)

crease 65% from 1977 to 1979 as he
states.

It may well be that a pooling
concept will prove advantageous to
the 21 cities and towns who parti-
cipated in the survey.

Mr. Sherwood's story, however,
leaves more questions than it an- '
swers.

Charles R. Jones j
VP

Compass Insurance Co. j
Dallas ;

• Mr. Wander.replies that the loss j
ratio was based upon information 1
insurance companies provided'
their clients, but excluded reserves
for incurred but not reported losses
and case-development factors. Risk
Planning Group is trying to pre-
pare more detailed loss information
now. An actuarial firm is being
hired to prepare loss projections.
However, the 44% loss ratio does
include several Zarge shock losses,
including one more than $500,000.

Regarding the 65% increase in-
stead Of 54%, Mr. Sherwood regrets
the mistake was his.
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Meet the Loizeaux family.
They blow up buildings for a

living.
And they get their casualty

insurance from us. American Home
and National Union.

When it comes to handling this
kind of a risk, a lot of our com-
petitors think we're sitting on a
powder keg.

Not so.

Taking on a demolition company
doesn't take a penchant for dangen

It takes underwriting guts.
And because we cover all sides

of a risk, including workers comp

- lf;

1

i

1

0 0

and auto, you deal with just one
company. Instead of juggling three
or four.

That gives you less paperwork,
less running around and fewer
headaches.

So if you need high risk casual-
ty insurance, come to American
Home and National Union.

The Loizeaux fandly did.
And it was the safest move

they ever made.

The AIG Companies.
Let us take the nsks.

For more inforrnation about

Special Casualty Insurance, write:
The AIG Companies, Dept. A, 70
Pine Street, New York, N.Y. 10270.

Name/Title

Company

Address

City

Zip

State

Telephone
816-8

Member Companies of American International Groun
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Brokers! - don't confuse activity with results
Are your current markets responding with the price, service, flexibility and innovation
you need to get that account . . . . and keep it ? If not-call us !

We offer immediate quotes for

• up to $5 million individual AD & D
• up to $25 milion per aircraft catastrophe
• $25,000 per month disability income
• voluntary AD & D and business travel accident
• professional sports AD & D and disability

THE COMPANY
THE TEAM

4*00041)ipple *gmn Ted Dipple
Steve Lockwood

bm*onmd Candy Hallett

131 State Stnet Kathy Connor
Debbie Di Gregorio

Boston, Massachusetts 02109 Kathy Bouras
617-367-3234 Telex 921712

Big policy covers
greatest show'

LONDON-The daring young
man on the flying trapeze and a london line
cast of 25 have an insurance safety
net even before the musical "Bar-

num" opens in London June 11.
The policy got its first test when

Michael Crawford, star of the Lon-
don production whose cost is esti-
mated at 500,000 pounds, sat out
the four preview performances due
to exhaustion. The cancellations

could cost 50,000 pounds in ticket
sales, said a spokesman for the
London Palladium, which is stag-
ing the play.

A non-appearance policy would
probably pick up the cost after a
two-show deductible, sources said.
But most of the "Barnum" preview
audiences are choosing other dates

Sendus this wallet.
Welishow you howa smallemployercan
savebigdollars on GroupMedical benefits.

If you still think self-funded medical plans are only
for the large employer, you're in for a big surprise.
Phoenix Mutual offers a unique alternative to the high
cost of fully insured employee medical benefits,
geared to the needs of the small employer. It's ,»-\ ,/\»N
called Partial Self-Funding. 1% .% »

Under PSF, the employer decides to self- 81-68 
insure part of the claims, up to a manage- ..able amount, for each covered person.  /= '9 Here's the wallet.
Phoenix Mutual insures the rest. Tell me about your Partial Self-Funding Plan.

Partial Self-Funding can mean savings. X h

From lowered premium costs and favor-
able claims experience. And we' 11 - . *
make sure those savings aren't Company

eaten up by admini- Address

strative costs. , City 40tFor more infor- mation, contact State Zip

your local Phoenix

PhoMutual group repre- One American Row

Hartford, CT 06115
sentative. Or send us

this wallet. We'11 show you 
how small employers can enjoy
the benefits of alternative medical

plan financing. One more reason why
good ideas come in groups at Phoenix
Mutual.

.

Phoenix Mutual
r Hartford, Connecticut 06115

© 1981 Phoenix Mutual Life Insurance Company

to see the show rather than asking
for refunds, the Palladium spokes-
man said.

Every member of the 26-person
cast is covered by the policy, which
is something out of the ordinary,
producer Harold Fielding said. The
show also carries employers liabil-
ity, life insurance and public liabil-
ity policies, he said.

The entire cast must perform
such circus stunts as bouncing on
trampolines, walking on stilts and
flying on trapezes, making the
chance of injury higher than in
most musicals.

Mr. Crawford, 39, sings while
walking on a high wire during the
play. He trained for two months at
a circus school in New York before
rehearsals for the show started.

"It's the most heavily insured
show because it's unique in its
kind," said the Palladium spokes-
man. He said the show was insured
for 5 million pounds to cover the
company for illness, loss of life and
loss of limbs among other injuries.

"Barnum was a showman, and so
am I," Mr. Fielding said. "I'm a
very large insurer. I believe in in-
surance."

But Mr. Fielding, who bought
the insurance and rented the Palla-
dium for the show, said his non-ap-
pearance policy isn't as big.

Other sources say the non-ap-
pearance policy is around 3.5 mil-
lion pounds and was written by the
Lloyd's of London Harman syndi-
cate.

The policy was written for less
than 2% of the maximum sum in-
sured, sources say, which is low
considering the potential risks in-
volved. One source said "Barnum"
is a special risk and the rate should
have been at least 3%.

Mr. Crawford has been known to

overextend himself. He broke his

arm while appearing in another
play. And the risk of staging "The
Greatest Show on Earth" as a mu-
sical version is enormous. "He

could fall off the bloody wire," one
source said.

Representatives of Harman, once
managed by the troubled Chris-
topher Moran Group and now by
Stenhouse Holdings, would not
comment. •

Catastrophe
minimum hiked

NEW YORK-The insurance in-

dustry's basic limit for a catastro-
phe serial number will be in-
creased to $5 million from $1 mil-
lion effective Jan. 1, the Insurance
Services Office recently an-
nounced.

It will be the first increase in the
minimum since 1949 when the cur-

rent figure of $1 million went into
effect.

The change was recommended
by a committee of the American
Insurance Assn. in response to re-
guests from company claims execu-
tives.

The change would reduce the
expense involved in alerting ad-
justers to catastrophe numbers, in
tabulating losses by catastrophes
and subsequently coding the infor-
mation in the statistical plans.

Catastrophe serial numbers are
assigned for disasters including
fires, explosions, riots and civil
commotions, weather-related oc-
currences and earthquakes.

Eleven of the 51 designated ca-
tastrophes that ocurred in 1980 in-
volved losses of less than $5 mil-
lion. m



Sperry Corporation played an important role
in getting the space shuttle Columbia into space
and safely back to earth.

Sperry developed unique computer links on
the orbiter which permit substantial weight reduc-
tions so shuttle flights can carry greater payloads
into space.

Sperry also supplied engineering expertise
and hardware for the shuttle trainer aircraft. So
when the crew went up for real, they were ready

When Sperry needed a company to help
them prevent losses here on earth, our subsidiary;
Constitution State Service Company; was ready

Our staff of 550 engineers in over 80 offices
countrywide, are specially trained to survey and
evaluate safety and health exposures. By using
sophisticated laboratory tools such as our plasma-
atomic emission spectrometer and other high
technology equipment, we've turned loss control
into a science.

THE ROUND

E.
If you're self-insured but need the services of one of the best

loss control organizations on earth, call your broker or George E.
Addona, Vice President, Engineering, Constitution State Service
Company; at (203) 277-2723.

CSSC: insurance services, without the insurance.

Constitution State Service Company is a wholly-owned subsidiary of The Travelers Corporation, One Tower Square, Hartford, CT 06115.

THE TRAVELERS



MA h 4 9 .CAL. yONDA.

VE HL»4DRED
IE IN GREAT I
DISASTER _
PROPERTY LOSS
IS PLACED cfr

$300,000,000

* SEARCH OF THE
RUINS 5BEGUN

..

Rads V/{lt Neuer 982 Knd*n,
as Wany Lie in Unnamed

Graves.

As nearlv as can be esti-
mated by the authorities of

"- the Health OrTice, approxi- >:* 6.0

-mately 500 bodies ofvictims f Mb.. 1
oftheearthquake and confla- 4
gration have been recovered r
thus far and disposed of, ei-·
ther by burial or cremation.

f The difficulty of obtaining p
Worrecclisrofthekilied lies in
thi fan thar many bodies .
thgt have been recovered in
the last five days have been
hastilv interred or cremated
{withdut reference to the reg-
ulation regardi.liz th,2 iss.-
ance ot burial 1*rinits. The * 4'

1 Iealth Board hopes fromt If: J il°Iver. topreserve more regularity in

The first systernacic search
1 bodies started yesterday.
je ins thfoughout t "r I , ./ ir' ';,re

When catastrophic loss strikes,
you need to know that your
reinsurer has the financial

strength to weather #he storm.

North American Re has that f nancial strength. Together with our parent company Swiss Re,
we've been helping pay tte cost of major catastrophic losses since the beginning of this century.

In trattime we've builtone ofthe strongest, most professional reinsurance companies in
the world.

At North American Re, our Treaty department has client relationships that stretch back for
decades. Our Facultative department is staffed with solid, experienced underwriters.



 lie'·

AICANE
S ASHES
OBILE, A

i Fires, Power Failures,
Tornadoes Reported.
MOBILE, ALA, Sept.12, 1979 -
Hurricane Frederic plowed ashore
tonightat Dauphin Island, 25 miles
south of here, wrecking small
towns along the western shore of
Mobile Bay with winds recorded
at 100 miles an hour and causing
heavy damage in this populousport city.

TORNADOES AND HIGH TIDES
There were reports of damage

all along the Alabama and Missis-
sippi Gulf Coast from hurricane-
force winds, tornadoes and
storm-driven tides expected to
reach 10 to 15 feet above normal.
Hurricane warnings were in effect
along a 300-mile strip of the coast
from Florida to Louisiana, and
about 400,000 people had been
evacuated from low-lying areas asthe storm approached.
. As th leading edge of e

ts O

And our support services, including Claims, Actuarial, Financial and Risk Engineering,
make us a complete reinsurance resource.

We run our business in a careful and prudent way, designed to ensure proper reserves when
loss events occur, yet remain fully competitive with other responsible reinsurers.

For nearly 100 years, that philosophy has protected you. And us.

NOETH AME12ICAN

RE
NORTH AMERICAN REINSURANCE CORPORATION 245 PARK AVENUE NEW YORK, NEW YORK 10167 TELEPHONE 212-949-6200
ArIANTA, BOSTON, CHICAGO, DALLAS, DENVER, HOUSTON, LOS ANGELES, NEW YORK, PHILADELPHIA, SAN FRANCISCO, SEATTLE
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PC
CRAVENS, DARGAN & COMPANY

PACIFIC COAST

MARKETS FOR:

AVIATION, SPECIAL RISKS PROPERTY, LUMBER,
EXCESS & SURPLUS, OIL, OCEAN MARINE

HOME OFFICE

350 CALIFORNIA STREET, SUITE 1600
SAN FRANCISCO, CA 94104

(415) 622-7700

BRANCH OFFICES

SAN FRANCISCO

555 California Street, Suite 2940

(415) 622-7600
LOS ANGELES

3580 Wilshire Blvd., 14th Fli.

(213) 739-0555

SEAT-LE

Peoples Nat'l Bank Bldg., Slite 810
(206) 223-9333

SPOKANE

Washington Trust Buildinc, Suite 1020
W. 717 Sprague 51·e€t

(509) 838-4450
PORT .AND

200 Market Builting, Suite 750
(503) 255-2537

NEW YORK
90 William Street
(212) 344-5912

ATLANTA

211 Perimeter Center Parkway, Suite 550
(404) 393-0640

CHICAGO
101 N. Wacker Dr., Suite 1300

(312) 853-3110

HONOLULU

1510 Pioneer Plaza

(808) 521-5031

Maryland reviews
work comp rates

BALTIMORE-Maryland's
workers compensation insurers are
seeking approval of a 1.3% pre-
mium increase on new and re-

newal policies to meet rising bene-
fit costs.

The request was based on an in-
crease in the statewide average
wage used to compute maximum
weekly benefits and a change in
the law raising minimum weekly
benefits for total disability, said a
spokesman for the National Coun-
cil on Compensation Insurance.

Because outstanding policies are
affected by the higher benefits, the
increase is being sought for all po-
licies outstanding as of June 1.
However, it would not apply to
three-year, fixed-rate policies or

The crack troop mission:
writing the

tough excess casualty classes

ll

A
Increasingly,

15=X f//t,fi over the years,
. 4 yf calling on Baccala &

Shoop has become the
Instinctive thing to do for

brokers seeking coverage for unorthodox risks.

< 71 To this specialty, the crack troop of Baccala &
Shoop brings a great deal of behind-the-lines

experience reinforced by intuition and

p 1 \ 2- , ,«'' , ,ht innovation. And because each excess program
requires a strategic approach all its own,
there's no such thing as an underwriting

assembly line at Baccala & Shoop.

: it takes considerable in-house capacity
to be as active as we are in these markets.

Consider the casualty policy limits of
Baccala & Shoop: up to $10,000,000 in
Umbrella Liability, up to $5,000,000 in

Excess Workers Compensation and up to
$1,000,000 in Gap/Bu ffer Layers. For property

9=5 / fip ' coverage, our limits are up to $10,000,000 per
risk as first loss or excess of loss.

Something else we bring to producers is
market consistency. We don't open the

door on hard-to-place classes when

r, the economy is good and then slam it during
a slowdown.

For the highest degree of professionalism
in excess and surplus lines, call on
Baccala & Shoop-the crack troop

that's deployed from coast to coast.

'4

Columbus, OH

(614) 846-6666
Houston

(713) 777-4530

New York

(212) 943-2070

San Francisco

(415) 777-4300

Baccala & Shoop
The crack troop

in underwriting management.

Atlanta

(404) 231-9272

Dallas

(214) 233-0201

Los Angeles
(213) 385-6266

Philadelphia

(215) 567-2700

Seattle

(206) 624-8711

Chicago
(312) 853-2777

Denver

(303) 399-4023

Minneapolis
(612) 545-4300

Phoenix

(602) 957-4580

around

the states

policies expiring before July 1.

Greenspan resigns
NEW YORK-Superintendent

of Insurance Albert B. Lewis an-
nounced the resignation of Morton
Greenspan, deputy superintendent
and general counsel.

Mr. Lewis also announced the

appointment of Stanley Epstein as
a special deputy superintendent of
the liquidation bureau.

Mr. Greenspan will join the law
firm of Kroll, Killarney, Po-
merantz & Cameron. He had been

the department's general counsel
since December 1975.

Rate increase

NEW YORK-Public hearings
before the New York State Health

and Insurance Department were
held May 28 and June 4 to consider
applications for subscriber rate
changes for three non-profit health
insurance providers.

On May 28, Blue Cross of North-
eastern New York Inc. requested
an overall 21.8% average increase.
The insurer put a 9.8% rate hike
into effect Jan. 1.

At the June 4 hearing, HIP-
HMO and the Health Insurance

Plan of Greater New York sought
overall 14.8% and 9.8% increases

respectively.
A spokesman said a decision on

the requests would not be made
until 10 days following each hear-
ings. »

Work comp rates
COLUMBUS, Ohio-Workers

compensation premium rates
charged to most state agencies will
be reduced July 1, according to a
new rate schedule re8ommended

by the Bureau of Workers Com-
pensation and approved by the In-
dustrial Commission.

The new rates will save the

agencies $300,000. The lower rates
resulted from lower costs of on-

the-job accidents.
Premium rates for 69 of the 127

agencies will decrease, rates of 46
agencies will increase and rates of
12 will remain unchanged.

Insurer fined

TALLAHASSEE, Fla.-The In-
surance Department has ordered
the Utah Home Fire Insurance Co.

to pay $12,500 in fines for allegedly
violating state insurance laws.

The order came after a settle-

ment betweeen Insurance Depart-
ment attorneys and Utah Home
representatives. The department
agreed to drop charges against the
company in return for the com-
pany's agreement to correct any
violations and pay the fine.

The company was charged with
not having sufficient documenta-
tion to verify proper ratings for
homeowners insurance and with

overutilizing consent-to-rate forms
for commercial fire insurance.

In addition, it also allegedly used
improperly licensed adjusters,
failed to maintain complete con-
sumer complaint files, furnished
incorrect application forms and
failed to provide countersigning
agents with copies of records.
Other charges were also filed.

In August 1980, Utah Home was
fined $12,500 for alleged violations
stemming from a 1979 examination
of the company. •
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Our goal is constant improvement of our service. That's
why we began development of the Benefast system three
years ago. We're proud to announce that today it's a reality.

Benefast is a sophisticated reporting and processing
system that represents the state of the art in computer
technology. Simply stated, it is a nationwide network of
computer terminals. When a claim is submitted to one of
our local Group Benefits offices, it is fed into the computer
- right on the spot! Time isn't wasted mailing it across
country to a central processing facility. Now claims are
processed with tremendous speed. And with greater ac-
curacy. A specially trained Benefast representative will
always be there to answer your questions.
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Benefast is very important to you as an agent or broker. It
means that your clients are satisfied. Which means they have
confidence in what you have sold them. They'll continue to
look to you for their needs - now and in the future.

Benefast. It stands for Benefits - Fast. It's one of the ways
Pacific Mutual helps you build your business.

 PACIFIC mUTUAC
Imagination beyond insurance

700 Newport Center Drive Newport Beach, CA 92660 (714) 640-3011
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OSHA scraps walkaround pay' rule
By JERRY GEISEL

WASHINGTON-Employer::
have won their battle to keep the
federal government from forcing
them to pay employees for time
spent accompanying Occupational
Safety and Health Administration
officials on workplace inspections.

OSHA, bowing to employer de-
mands, has scrapped a 1977 regula-
tion requiring companies to com-
pensate workers for time spent
with OSHA inspectors during
worksite inspections.

OSHA said the rule was junked
because a majority of employers al-
ready voluntarily compensate em-
ployees for time spent on "walk-

around" inspections.
"The agency's experience and

the supporting evidence clearly es-
tablish that non-payment of walk-
around compensation occurs only
in limited, isolated instances and
that the substantial majority cf
representatives are in fact paid,"
OSHA said.

The "walkaround pay" rule was
scrapped May 29.

Consent order

The Department of Labor has
won a consent order barring trus--
ees of an Oregon employee benefit
plan from using plan assets to so-
licit new plan participants or to
cover the costs of negotiating col-

wasninmon

lective bargaining agreements for
sponsoring employers.

The order settles a November

1980 lawsuit filed against the trust-
ees of' the Pacific Northwest Em-

ployers Life-Health Insurance
Trust.

Under the Employee Retirement
Income Security Act, plan assets
only can be used to pay benefits to
participants and reasonable admin-
istrative expenses.

As part of the consent order, the
Labor Department agreed to drop
its demand that the trustees and

plan sponsor, Cascade Employers
Assn. Inc., return to the plan losses
that resulted from alleged illegal
transactions. The losses may be
more than $400,000.

Trustees named in the suit were

Forrest Morse, Stanley Hammer,
W.R. Sandwith, Wallace Bonsteele,
R.D. Slater and Richard Wildish.

Noise levels

The Occupational Safety and
Health Administration has shelved

until Aug. 1 its controversial rule
on protection of employees exposed
to high noise levels.

The rule, which was to be

phased in beginning April 15 bui
delayed to June 1, says employers

must provide earmuffs or earplugs
for workers exposed to noise levels
exceeding 85 decibels daily (BI,
Jan. 26).

If the noise level exceeds 90 deci-

bels, employers must provide pro-
tective devices. They also must
offer periodic hearing tests if
workers are exposed to more than
85 decibels daily.

The delay is necessary to permit
analysis of comments on the stan-
dard, OSHA chief Thorne Auchter
said. It has received more than 30

requests to delay enforcement.

Social Security
Any cuts in Social' Security ben-

efits must be phased in, says the
chairman of the House Social Secu-

rity subcommittee.
"The committee isn't going to

enact any changes in early retire-
ment without a phase-in," said
Rep. J.J. Pickle, D-Texas.

The Reagan administration had
proposed an almost immediate.
deep slash in early retirement ben-
efits. A worker retiring at age 62
would receive 55% of the benefit
due at 65 instead of the current

80%. The cutback would go into ef-
feet Jan. 1.

While Rep. Pickle refused to ac-

Where is Greenwood, Indiana?
The LEADING Benefit Consultants and Administrators know!

So do the LEADING Agents and Brokers!

WHY? Because of our diverse, competitive and expanding
portfolio of products and services.

I Stop Loss Insurance for Partially Self-
Funded Groups - down to 10 Lives

I Stop Loss Insurance for Self Insured
Employee Benefit Plans - 25 Lives or
more

Aggregate
Specific
Catastrophic

I Stop Loss Insurance for Self-Funded LTD

I Management Sen,ices 'or Self-Funded
Employee Benefit Plans

• Errors 6 Omissions Coverage for
Claims Administrators

Data Processors

Attorneys
Actuories and Pension Consultants

• Group Life 6 ADGD

Regular ond Stop Loss

• Catastrophic Disability Insurance

Lump Sum Poyments for PTD
up to $ 1,000,000

Monthly Benefits up to $20,000

I Kidnop and Ransom Insuronce

• Blanket Bonds for Banks and other Finon-

cial Institutions

I Professional Athletes' Coveroge
Individual Players
Teams

I Reinsurance Sefvices

Consultation

Treaties Placed

Automotic or Focultotive

Individual or Group
Life or Health

FOR MORE INFORMATION ON ANY OR ALL OF THE ABOVE, CALL OR WRITE:

-1

STEVEN P. STUCKY, C.L.U.

Senior Vice President-Marketing

BROUGHER AGENCY, INC.
Lloyd's London Correspondent
P.O. Box 485

Greenwood, Indiana 46142
(317) 888-3531/TWX 8102602230

cept such a fast or deep cutback in
early retirement benefits, he indi-
cated at a press conference he.was
willing to consider adopting a new
index on which to base Social Se-

curity increases.
Currently, benefits are adjusted

annually to match the increase in
the Consumer Price Index.

Railroad pensions
The federal government wants

to find veterans who are retired

employees of the old New York
Central Railroad Co. and its subsi-
diaries, or their survivors, to deter-

mine if they are eligible for addi-
tional pension benefits.

A class action suit before the

U.S. District Court for the Eastern

District of Pennsylvania seeks to
have time spent in military service
by these employees credited to-
ward pension benefits from their
civilian jobs.

Attorneys and benefit managers

who know of former New York

Central employees who started
workirig for that company before
their military service and served in
the armed forces before 1946 or be-
tween 1965-1968 should contact

James Sheehan, Assistant U.S. At-
torney, 3310 U.S. Courthouse, 601
Market St., Philadelphia, Pa.
19106.; 215-597-0620.

Woodruff to teach
The former executive director of

the President's Commission on

Pension Policy is leaving Washng-
ton to teach pension and labor law.

Thomas Woodruff, who directed
the commission after it was formed

in October 1978, will be a visiting
professor this fall at Cornell Uni-
versity's School of Industrial and
Labor Relations in Ithaca, N.Y. He
will teach courses on ERISA and
labor law.

The pension commission was dis-
banded May 24. •

Widower awarded $5.5 million
NEW YORK-A Brooklyn trial

court jury awarded $5.5 million in
damages last month to a New York
widower, seven years after his
wife died following two bunion op-
erations.

The suit was brought by Adolph
Goldstein, 63, against Madison Av-
enue Hospital, which has since
gone out of business, and four doc-
tors.

His wife, Florence, died after she

was given an anesthetic to which
she was reportedly allergic. The
anesthetic, called halothane, des-
troyed her liver, the suit said.

In addition to the hospital, two
podiatric surgeons, an anesthesiolo-
gist and an internist were named
in the suit as defendants.

Mr. Goldstein's attorney, Melvin
Block, said that a hearing on post-
trial motions is set for later this

month and that appeals by the de-

fendants could follow.
Mrs. Goldstein underwent sur-

gery in September and October
1974 for the removal of bunions

and the straightening of toes on
both feet. She reportedly suffered
a severe reaction to the anesthesia

used in both operations.
Among the medical malpractice

charges against the podiatric sur-
geons and internist was that they
did not read Mrs. Goldstein's test

results, Mr. Block said.

Mr. Block said that the hospital
and all defendants, with the possi-
ble exception of an anesthesiolo-
gist, Dr. Joseph Rella, -were in-
sured. However, Dr. Rella, who has
since died, may have been covered
by the hospital's plan, Mr. Block
added.

The hospital's insurer was Am-
bassador Insurance Co., Mr. Block
said. •

TheWetzel Compang
Inc. Specializes in
Roviding Quality
Reinsurance for

Insurance Companies
Owned byIndustry
hde Groups or
Professional

Many opportunities
exist for difficult

to place liability

risks by structuring
your own insuranceAssociations*
the world reinsur-
company and having

ance market open

TheWelzel up to you.
--

Company, Inc.
3003 West Alabama

Mailing Address: P.O. Box 66452
Houston Texas 77006

*zS/ Telephone: 713/523-3003
Telex: 76-2053
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Coming Up !
Agent / Broker Profiles

Issue Date: June 29, 1981

Ad Closing: June 16, 1981

New York:

220 East 42nd Street, N.Y. 10017 (212) 210-0138
Chicago:
740 Rush Street, I L 60611 (312) 649-5275

Los Angeles:
6404 Wilshire Blvd., CA 90048 (213) 651-3710

Business Insurance, the national newsweekly of loss

prevention, risk financing and benefit management.

H 4

IRI plans to cover
multinational firms

Industrial Risk Insurers of Hart-

ford is broadening its worldwide
underwrjting capabilities to in-
clude any multinational corpora-
tion if its U.S. properties are in-
sured by IRI.

Prior to this, IRI insured the for-

eign properties of U.S.-domiciled
firms and the U.S. properties of
foreign-based companies.

Several foreign-based insureds
with U.S. properties and their
agents or brokers had requested
IRI engineers and underwriters to
review locations in other countries.

"During the past few years, IRI
has been following a planned pro-
gram of increased service to mul-
tinational organizations and to the
producers who represent them,"

Sharks
aren't the only things

that can eat you
alive

in the Gulf.
All it takes is a vessel

collision, a blow-out, even a
windstorm. Suddenly valu-
able offshore oil and gas pro-
duction, and income, come to

a halt. And you have to
explain to your lenders, or to
your stockholders.

There has always been
loss-of-income insurance for

such times. But, until

now, it has been virtually
unaffordable.

Announcing affordable
offshore loss.of-income

coverage.

Today J. H. Blades & Co.,
Inc., can offer loss-of-income
insurance for offshore oil and

gas producing wells at about
one-half to one-third of the

historical cost.

This is no blue-sky promise.
Some of our clients already
have this coverage in force.
A typical policy has a de-
ductible period of 60 days or
$1 million. The normal limit

is $20 million, but additional
capacity is available.

Only Blades can offer it.
Our oil and gas experience
and expertise is the broadest
in the market place. As a re-
suit, we have the underwriter

confidence necessary to pro-
vide such a program.

It protects your income,
regardless of whose
property is damaged.

If oil or gas produced
by your offshore well is piped
through another company's
pipeline, and production
is lost due to damage to that
line, you are covered subject
to your deductible.

In other words, it doesn't

have to be damage to your
own property that causes the
shutdown.

Two policies for com.
plete offshore coverage.

At J. H. Blades & Co., Inc.,

we can design two policies
that work in tandem to produce

complete coverage offshore.
One is the offshore package.
The second is the new loss-

of-income coverage.
With both working together,

potentially devastating off-
shore losses are minimized.

And you can sleep a lot easier.

It's available for any off-
shore producing property,
anywhere in the
world.

Our first loss-of-income pol-
icy for offshore producers was
in the Gulf of Mexico. But we

will write policies wherever
offshore wells are producing.

Now it's safe to go back
in the water.

Any company that can offer
affordable loss-of-income in-

surance for offshore wells can

probably solve any other in-
surance problem you might
have. It only stands to reason.

So, whatever your insur-
ance needs, have your agent
or broker give us a call.

R :

J.H. BLADES & CO., INC.
R O. Box 22003, Houston, Texas 77027 <713) 780-8770

Cable: BLACOINS Telex 791-392

markets
said IRI vp Blinn McClelland.
"This is another step in that
direction."

Excess/surplus
Langan, Damon & Spink

Ltd. is a new brokerage facil-
ity in Grand Rapids, Mich.,
handling surplus, excess and
specialty lines. The company,
which also has a Detroit office,

was formed by James F. Lan-
gan Jr., Peter S. Damon and
Donald W. Spink.

The company's main office
is located at 6303 28th St. S.E.,

Box 6468, Grand Rapids, Mich.
49506; 616-942-8930

Reinsurer

Interamerica Reinsurance

Corp. is a newly licensed rein-
surance company in New
York. The company is headed
by President Clyde B. Baver
Jr., who comes to his new post
from Tre-Fae Inc. He has 25

years experience in under-
writing and management ac-
tivity.

The company is located at
161 William St., New York,
N.Y. 10038; 212-732-1601.

Expansion
Miller & Gilbert Inc., adjust-

ers in San Rafael, Calif., is
moving ahead with a nation-
wide expansion program fol-
lowing approval from its
board of directors.

The company will open
branch offices in key metro-
politan centers to provide
errors and omissions and

product liability adjusting ser-
vices.

Miller & Gilbert also is

planning to develop its other
service lines including self-in-
surance administration, un-

derwriting consulting and
claims management consult-
ing.

New consultant

Jay Wolfson Associates is a
newly formed company in
Houston, created to assist com-

panies in gaining control over
health benefit costs, maximize
benefit quality and improve
health status.

Among its services, JWA
offers benefit option analysis
and tailored packages to ad-
dress specific cost problems.

Its offices are at 1700 Her-

mann Drive, Houston, Texas
77004: 713-529-2403.

Acquisitions
Thomas A. Greene & Co.

Inc., a New York-based rein-
surance subsidiary of Alex-
ander & Alexander Inc., has
reached an agreement in prin-
ciple with Duncanson & Holt
Inc. to purchase that com-
pany's reinsurance subsidiary,
First Manhattan Interme-

diaries Inc. The merger is ex-
pected to be completed July 1.

New offices
Federal Underwriters

Agency Inc. has moved to new
offices at Suite 1200, 8401 Con-

necticut Ave., Chevy Chase,
Md. 20015. The telephone
number is unchanged at 301-
468-6850.
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HOUSTON-Energy com-
pany risk managers who want
to cash in on the demand for
power sources should not be
fooled by excess capacity in
the energy insurance market,
an insurer warns.

It's a buyer's market now,
but all that could all change.

"Even with the energy con-
servation we are all being
urged to practice, the energy
industry will continue to ex-
pand to meet the world's
growing needs," said Arthur
H. Liebelt Jr., president of
INA Energy Insurance Group.

"At present, there is more
than adequate financial capac-
ity in the insurance market-
place to cover energy risks,"
Mr. Liebelt told 100 risk man-

agers and brokers who partici-
pated in an Insurance Co. of
North America energy risk se-
minar in Houston recently.

uusiness ZnaUTanee, June 6, 1961 / 1H

Energy market's capacity could shrink
By STEVE SHERWOOD

"Whether there is adequate
knowledge backing up that ca-
pacity and whether that ca-
pacity will be available tomor-
row are questions yet to be
answered."

Depressed premium pricing
does not represent a long-term
pattern, he warned. Low pric-
ing is, in part, attributable to
inexperienced insurers in the
energy field. When the mar-
ket tightens, the new entries
Nill be the first to exit and ca-
pacity will contract.

"This kind of fallout could
occur sooner than many of us
anticipate," Mr. Liebelt said.
"What we must all look for is
capacity that will be available
now and later."

The energy industry will
have a consistently growing
need for innovative coverages
and services, he said.

An insurer must have spe-
cialized knowledge of the
unique needs of the energy in-
dustry and the ingenuity to
shape broad programs that re-
spond to those needs, he said.

An insurer also must dem-

onstrate consistency in mar-
keting and underwriting, co-
ordinate all aspects of the risk,
pioneer new coverages, be
able to deal with abrupt devel-
opments in the market and
technology and provide stabil-
ity through a long period of
performance, he said. This is
why INA created its energy
insurance group, he added.

Douglas P. Chaloult, senior
vp of INA's international and
special risk division, outlined
some of the energy risks INA
covers and the insurance

problems energy companies
face abroad.

"In Korea, we're the lead
carrier on three nuclear plant
construction projects with
combined exposures of more
than $1 billion," he said. "In
Turkey, we insure a $900 mil-
lion steam generating station,
and in Scotland we're in-
volved in another nuclear

project that represents a $2
billion investment."

To illustrate the difference
in insurance from country to
country, Mr. Chaloult com-
pared coverages in Australia,
West Germany and Malaysia,
three nations that qualify as
prime energy sources.

In Australia, which has tre-
mendous petroleum potential
and has seen recent develop-
ment of "brown coal," an oil-
producing mineral, coverages
similar to those in the United
States are permitted, he said.

There are important differences to
keep in mind, however.

Property policies are usually
written on British foreign forms,
which don't offer coverage for
fires following such perils as wind-
storm and malicious mischief, Mr.
Chaloult said.

Employee benefit plans originat-
ing in the United States are usual-
ly more than adequate for Austra-
lian nationals who already benefit
from free hospital coverage, he
said.

West Germany is an important

market for coal and hydroelectric
power, he said. Although non-ad-
mitted insurance carriers are pro-
hibited by law, it is easy to dupli-
cate U.S. coverages through Ger-
man language policies written by
admitted carriers.

Protection against fires follow-
ing such perils as lightning and ex-
plosion can be purchased as long as
the perils are named, but earth-
quakes and riots are excluded, he
said.

Auto bodily injury and physical

damage insurance is compulsory,
the product liability situation may
soon be tougher than in the United
States and health and hospital cov-
erages for third-country nationals
-such as Japanese technicians
working for an American company
-must be purchased.

Malaysia is a potential source of
vast amounts of oil products, Mr.
Chaloult explained. "Since 1975
non-admitted insurance companies
have been prohibited, but compre-
hensive coverage can still be ob-
tained through several admitted

carriers."

Risk managers would be unable
to obtain coverage for fires follow-
ing many perils, just as in Austra-
lia, and workers compensation cov-
erage for local nationals is under
government monopoly.

Product liability suits are not
much of a threat there, he said. "In
fact, a Malaysian court has never
been the setting for a product lia-
bility suit."

From a political standpoint, Ma-
laysia doesn't qualify as a high-risk
country, Mr. Chaloult said. •

r r, CORROON & BLACK
%5 Putting insurance risks into perspective.

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

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 ofexpertise you'd expect from one ofthe 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.
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WORLDWIDE SPECIALISTS
in Treaty & Facultative REINSURANCE

with major contacts in Europe
and the Far East

Broker Member New Yor< Insurance Exchange

HER_BERT L. JAMISON & CO.
90 Pal( Aveiue, New York, N.Y 10016 Area Ccd: 212-490-7627

ty

into

• A copy of papers presented at
the Carman Island Captives
Conference, a two-day seminar on
cap-.ives held in December 1980, is
ncw ava..at.e. The cost is $50

Wr:te Risk -Planning Group Inc.,
722 FCEt Rcad, Darien, Conn.
068 20.

• A rev-sed and updated
United Nations Dangerous
Goods Orange Book has been re-
leased. Tne book contains recom-

men,Latims ty the U.N. Committee
of ExE€Its )n the Transport of
Dangerous Goods. It is published
by INTEREG, Chicago-based pub-
lister of naz:rdous materials regu-
latons. The 474-page volume in-
clude: specific recommendations
regarding the proper handling of
dangerous gccds plus an index of
ha,ard:-is ccmmodit.es identifying
prOSer shipping names, U.N.

numbers, class division, subsidiary
risks, packing groups and other
pertinent information. The cost oi
the publication is $35. Write Label-
master, 7525 N. Wolcott Ave., Chi-
cago, Ill. 60626.

• A complete building safety
plan and many personal fire sur-
vival tips are offered in Save Your
Life, The Executive's Guide te
Personal Fire Safety. Written b
a former New York City fire cap
tain, the book costs $5.95 plus 75
cents for postage and handling. Re-
duced rates are offered for bulk

orders. Write Executive Enter

prises Publications Co. Inc., De
partment SYL, 33 W. 60th St., Ne
York, N.Y. 10023.

• Business Interruption I:
surance-How it Works is a r

cently published book th
explains the coverage and pricin
of the standard forms of busines.

interruption insurance. The book i
written for both business and ir

surance people. The cost of tl
book is $5.95 per copy. Write B
Publications, Box 203, Mount Prc

pect, Ill. 60056.

• A broad set of general ar
technical publications on heal'
maintenance organizations
available from the Group Heal i
Assn. of America. Many are refer-
ence guides for HMO executive
and medical managers. Subjects ip
clude marketing, finance, clinic,
issues, legal issues and administr:
tion and general information c
HMOs. Discounts are available ,

association members. For detaii.

write Group Health Assn. c
America, Membership Depart
ment, Suite 701, 1717 Massachusett.

Ave. N.W., Washington, D.C.

datebook
JUNE 28-JULY 2. 17th International Insu

ance Seminar in Rio de Janeiro, Brazil; membei
and non-members, $600. John D Thomas, Job
David Thomas Co., 401 E. 80th St, Suite lOF, Ne.
York, N.Y. 10021, 212-570-2338; or Dr. John S
Bickley, International Insurance Seminars Inc
Administrative Headquarters, P.O. Box J, Un
versity of Alabama, Tuscaloosa, Ala. 35486, 81
729-5845.

AUG 4. One-Day Benefits Briefing semina
sponsored by the International Foundation c

Employee Benefit Plans on employee benefits i-
Milwaukee; members, $120; non-members, $14
Also Aug. 7 in Minneapolis. IFEBP, 18700 8
Bluemound Road, P.O. Box 69, Brookfield, Wi
53005,414-786-6700.

SEPT. 14-16. National Conference on Risk anE

Insurance Management and the National Con-
ference on Employee Benefits Management ii
New Orleans, sponsored by the American Man
agement Assn.; members, $350; non-members
$405. Registration for one conference entities one

to participate in the other. American Manage-
ment Assn., AMA Registrar, 135 W. 50th St., New
York, N.Y. 10020; 212-246-0800.

NOV. 11-14. Public Employees Conference in

Williamsburg, Va., for people involved in the op-
eration of benefit plans for public employees,
sponsored by the International Foundation of
Employee Benefit Plans; members, $360; non-
members, $435. IFEBP, 18700 W. Bluemound
Road, P.O. Box 69, Brookfield, Wis. 53005; 414-
786-6700.

DEC. 4-9.27th Annual Educational Conference

of the International Foundation of Benefit Plans

in Acapulco, Mexico, presenting updates on largi
variety of pension and welfare plan management
topics; members only, $360. International Founda-
tion of Employee Benefit Plans, 18700 W. Blue
mound Road, P.O. Box 69, Brookfield, Wis. 53005,
414-786-6700.

JAN. 25-28, 1982. National Insurance and Pro-
teetion Conference of Financial Institutions

in New Orleans for bank personnel involved in
security or risk and insurance management pro-
grams, members, $375; non-members, $475; if re-

gistered after Dec. 14, fees are $415 and $515.
Shell Davis, American Bankers Assn., Insurance
and Protection Division, 1120 Connecticut Ave.
N.W., Washington, D.C. 20036; 202-467-4047.

APRIL 19-22, 1982. 1982 Hazardous Material
Spills Conference in Milwaukee. Conference

will bring together government, private industry
and academic experts. Sponsored by the Chemical
Manufacturers Assn., Bureau of Explosives of the
Assn. of American Railroads, U.S. Environmental
Protection Agency and the U.S. Coast Guard. Fo,
more information contact Chemical Manufactur-

ers Assn., 2501 M St. N.W., Washington, D.C
20037,202-887-1100, 1



NOBODY
UT

NOBODY.
Now more than ever, America's
No. 1 provider of health care
coverage has the innovative new
programs and the experience
you need for the 80s.

The 80s are going to be a
challenge. In the complex area of
employee health care coverage,
nobody offers you the range of
problem-solving, cost-saving ideas --
now available through Blue Cross
and Blue Shield Plans.

For example, we can tailor
financing arrangements to meet
your risk management and cash
flow requirements.

Because we keep a com-
puterized profile of each local
Plans cost containment prog rams
and because we maintain arrange-
ments with hospitals and doctors,
we can show you how to hold
down benefit costs wherever you
have a plant or office.

With custom coverage, we
can give you a benefit package
designed to fit your needs.

For the latest and the best, call
on ourtrained Marketing Specialists
and get the largest, most preferred
health care.coverage. Blue Cross
and Blue Shield Plans.

Write for the new booklet,
"The Best You Can Do For Your

People. And Your Com pany"
Box 8008, Chicago, Illinois 60680.

We looked at everyth,ng, then came back

to Blue Cross and Blue Shield coverage.

® Registered Service Marks of the Blue Cross Associa6on
®Registered Service Marks of the Blue Shield Association

Blue Cross ®VA'  Blue Shield ®,
The Best You Can Do ForYour People. And Your Company.



If you think you need more
specialists on your insurance problems,

1 1/.-I-

1

C

.·9

check with the leader.
The complexity of business today requires, more than ever before,

experience and specialized knowledge in protecting assets and managing
risks. As the world's leading insurance lbroker, Marsh & MeLennan has the
specialists to help you achieve the most comprehensive risk management
program for your organization.

Expert examination of your problems
We start by identifying and evaluating the exposures to risk particu-

lar to your company, to enable us to develop a program appropriate to your



special needs. This might involve traditional insurance coverage, self-
insurance, a captive insurance company, or a combination of these risk

to maximize cash-flow benefits. As your business grows and your risks
change, our professionals can help you modify your program accordingly.

Reducing rizks and controlling losses
M & M Protection Consultants can evaluate your hazard-control pro-

grams in many areas, including workplace safety, fire protection, product

your exposure to losses and reduce your insurance premiums.
Professional development

Insurance brokers and other professionals at Marsh & MeLennan
participate in planned continuing education programs designed to maintain
the highest possible professional standards. So that we're on top of every
new development in the insurance industry, to serve our clients better.

Worldwide capabilities
Let us put our professionals to work in helping to solve your prob-

lems. We have more than 90 offices throughout the country, as well as a
worldwide network of subsiaiaries and equity-affiliated companies.
Whether your business is domestic or international, Marsh & MeLennan
has the people who can provide the knowledge, experience, and negotiating
power to achieve maximum protection for your assets.

For more information, write for our booklet:
'Marsh & MeLennan: The Specialists" to
Mr. Robert Clements, President, Marsh & MeLennan,
Incorporated, Dept.30BI, RO. Box 839, Radio City 
Station, New York, NY 10101. --..@4:X:*-

When it comes to insurance, come to the leader.

Marsh &
McLennan

01980, Marsh & McLennan, Incorporated
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If you are
even thinking

about a Captive,
don't do anything

until you
talk Scor

to us. Risk

Scor Risk offers you a unique opportunity
to evaluate, to implement and
successfully manage a Captive for your
company orgroup.

• Scor Risk is not a broker and we do not

sell insurance; therefore, our view is

totally objective.

· We are specialists with successful
"hands on" experience managing
Captives.

• We maintain management facilities in
Bermuda and the Caymah Islands.

• We are part of a worldwide organization
with many resources to draw from.

For information, contact Tom Miller.

SCOR RISK MANAGEMENT, INC.
P.O. Box 220032 • Dallas, Texas 75222
(214) 659-5891 • WATS: 800-527-5855

Risk management
manuals offered

Risk management publications
ranging from insurance specifica-
tions to a builder's risk manual are
now available from the Interna-

tional Risk Management Institute
Inc.

For your copy of the risk man-
agement publications brochure
contact International Risk Manage-
ment Institute Inc., Suite 208,
Building IV, 10300 N. Central Ex-
pressway, Dallas, Texas 75231.

Security devices
Mountain West has issued its up-

dated security equipment catalog.
Items range from fire and burglar
alarm systems to ultrasonic and in-
frared detectors.

Nationwide asks:
Areyouagroupbroker
with competitive clout?

We call competitive clout 0- 14 Stop Loss benefits (after
the ability to answer any deductible is satisfied).

T .
questions about group Plus the Nationwide

insurance quickly.              Excess Interest Annuity
And that's just where                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                        Contract and a variety ofNationwide Group -i  funding options, like ourInsurance Specialists can , 11 Common Stock Fund,

help you. Their only busi- our General Market

ness is helping you construct tailored Bond Fund, our Money Market Fund
Nationwide Group Plans. What's more, and our Guaranteed Fund, all of which
they are never farther away than your can provide a high-interest return for
phone. Ready to answer your questions. your clients' pension plans.
Ready to ask you any questions which Your professional Nationwide Group
you may have overlooked. Specialist can help make you a group

Working together, you can develop a broker with competitive clout.
truly complete, professional combination Just send us this coupon and we'll tell
of plans to cover your clients' needs. you how. It's one more way Nationwide

Nationwide Group Plans can include is on your side.
Vision and Dental coverage and up to r ---------------------7
$1,000,000 Major Medical with $500

1 Nationwide Insurance I
1 One Nationwide Plaza I
1 RO. Box 738 1
1 Columbus, OH 43216 1

7F NATIONWIDE 1 Please give me detailed information on i
1

JL INSURANCE Name

1 Nationwide's Group Insurance Plans.* 1
1 1

1' Nationwide is on your side Company Nan,e 1
1 1Nationwide Mutual Insurance Company 1 AarlrffS INationwide Mutual Fire Insurance Company

1
Nationwide Life Insurance Company I City (ntinty

1
An equal opportunity employer. 1 Sure 7ip I

1 *Available in most states. 81-68 |

products
& services

Full descriptions of product uses,
specifications and methods of oper-
ation are included in the catalog.
Connection diagrams show whether
new equipment would be compati-
ble with systems in use.

For a catalog write Mountain
West, P.O. Box 10780, Phoenix,
Ariz. 85064; 1-800-528-6169.

Fire retardant

Pyrothane is a new fire-retard-
ing, low smoke-generating foam
developed by the foam division of
Scott Paper Co.

Pyrothane was developed for use
in institutional bedding, public and
aircraft seating, interior trim and
furnishings.

For a four-page brochure with
technical and application informa-
tion write Ron Goldberg, Market
Development Manager, Scott
Paper Co., Foam Division, 1500 E.
2nd St., Chester, Pa. 19013; 215-
876-2551.

Benefit information

Industry Retirement Practices
Series is a new reference source on

retirement benefits for various in-

dustries Sixteen industry classifi-
cations are available. Benefits such

as pension, thrift, savings and
profit-sharing plans are noted as
well as ESOP, TRASOP or stock
purchase plans.

For more information and an

order form write ERISA Benefit

Funds Inc., 515 National Press

Building, Washington, D.C. 20045;
202-638-1984.

Risk analysis
Risktrac from TMI Systems

Corp. and A&S Consultants Inc. is
a computer-applied business sys-
tem designed specifically for risk
management departments. Risk-
trac accumulates, analyzes and op-
erates on the information used by
risk managers, brokers and the in-
surance industry.

Various components make up
the Risktrac system. Modules
available include claims, coverage,
billing and location.

For more information and a

demonstration contact Carol Na-

shawaty, A&S Consultants Inc., 276
W. Main, Northboro, Mass. 01532;
617-393-8228; or Ira Vishner, TMI

Systems Corp., 83 Hartwell Ave.,
Lexington, Mass. 02173; 617-861-
7700.

Fire barrier

A fire barrier sheet, which ex-

pands to prevent fire and smoke
from spreading through floor and
wall penetrations, is now being of-
fered in kits by the 3M Co. for use
in all standard-size circular electri-
cal and mechanical wall and floor

penetrations.
The 3M brand Fire Barrier Pen-

etration Sealing System includes
precut pieces of 1/4-inch fire bar-
rier sheets that start expanding at
120 degrees centigrade, filling
voids created by the burning of
surrounding material.

The material expands in all di-
rections, forming a hard char that
contains a fire. Expansion is up to
eight times into an open space.

For more information write

Technical Ceramic Resources De-

partment, 3M, Department Te81-5,
P.O. Box 33600, St. Paul, Minn.,
55133. •



ance protection is awashout,
you should be making tracks for
American Excess. For expert
New York Branch: 100 William Street. New York . N Y 10038
(212) 269-1460 Telex: 127-000

Los Angeles Branch: 3435 Wilshire Blvd., Los Angeles. Ca.
90010 (213) 380-3045 Telex: lEi- 1352

San Francisco Branch: 44 Montgomery Street. San
Francisco. Ca. 94104 (415) 433-3160 Telex: 34-233

TOO
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1-- I # - 3- I-
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MidAtlantic: AM-RE

BROKERS, INC. of Pa..

Independence Square, 510
Walnut Street. Philadelphia.
Pa. 19106 1215) 5749701
Telex: 83-4697

la

*61

Southeast: AM-RE

BROKERS. INC. 3565 Pied-
mont Road. N.E.. 3 Piedmont

Center. Suite 400, Atlanta.

Georgia 30305(404) 261-1266
Telex: 54-9582

111

that todays business climate
demands, co tact the office
n ar t you.

-

ER CA EXCESS
INSURANC COMPANY ..Fl.A 65,9,#

1 Liberty P aza, New York, N.Y 10006 
(212) 766-6-'00 Telex: 12-8169

Rmm

Rockies: RE BROKERS

INC.. Cherry Creek Plaza 11. .
650 South Cherry St.. Suite
1145, Denver, Co. 80222
(303) 321-4411 Telex: 45-0183

I I

--

---
-

I.'-Ill

4, im

Midwest: AM-RE BROKERS

INC. of Ill„ 200 South Wacker

Drive, Chicago. Illinois 60606
(312) 558-3636 Telex: 20-6369

-

Southwest: AM RE

MANAGERS of TEXAS. Inc.,

2001 Bryan Tower, Dallas,
Texas 75201 (214) 651-7600
Telex: 79-1670
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when they re ready to buy.

see page 40
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David Vaughan to head
new captive manager

David Vaughan, who has
directed the captive manaEement
iperations of Marsh & MeLennan
.n 3ermuda, has been namec presi-
dent of the recently created Conti-
nental Risk Services Ltd., effective
July 1.

He will direct the develcpment
of Continental Corp. s new com-
Janv, founded to spec.fically serve

comings & goings: industry
the captive insurance compary in-
dustry in Bermuda. It will manage
captives, advise Continental agents
with clients who are forming cap-
tives and develop sources of out-
side reinsurance business for client

companies.

Mr. Vaughan, who has been with
M&M for almost 11 years, pre-

viously was with
Niagara Insur-
ance Co., a Con-

I '.. tinental subsidi-

f ·494 ary that later
- 4, became Conti-

nental Re.

t .r M ars h &

MeLennan has

not yet nan-led a
ex' successor at its

Vaughan captive manage-
ment company,

one of the largest in Bermuda.

Insurers

Gerald D. Viste named presi-
dent and chief operating officer of
the Wausau Insurance Cos. He was

formerly executive vp.
John A. Schoneman, chief ex-

ecutive officer at Wausau, has been
elected chairman of the board, re-

placing T.A. Duckworth who will
remain a director and chairman of

the executive committee. Mr.

Schoneman will remain chief exec-

utive officer.

Also at Wausau, Reinhold R.
Klein and Lowell H. Tornow

have been elected executive vps.
Thomas B. Creager named gen-

eral manager of The Hartford's
Baltimore regional office, succeed-
ing John J. Butler Jr. who has re-
tired after 29 years of service.

Peter Lardner elected chief ex-

ecutive officer of Bitco Corp., suc-
ceeding J.A. Fensterbusch, who
continues as chairman of the

board. Mr. Lardner had been presi-
dent Leonard H. Swanson

elected vp and secretary of Bitco,
and senior vp-administration and
secretary of Bituminous Insurance
Cos., a Bitco subsidiary. Thomas
L. Frakes elected vp-underwriting
of Bituminous. Dennis Keefe

named assistant vp-investments for
Bitco and Bituminous.

Agents/brokers
John Allen elected vp/commer-

cial property manager at ANCO
Insurance & Risk Management of
Houston. Other changes at ANCO
include: Vernon Beutel elected vp
of loss control & risk management;
Randall Green elected vp/com-
mercial casualty manager; Wayne
Johnson elected vp of property
analysis; Nancy Kring elected
vp/account executive; June Lang
elected vp/claims manager and
John Stanton elected vp/pro-
ducer

John S. Hoyt appointed to
newly created position of senior vp
at the National Association of Pro-

fessional Insurance Agents.
Betty Fisher joins Worldwide

Insurance Brokers Inc. of Baton

Rouge, La., in commercial property
/casualty underwriting.

Roger Evans appointed state
agent for The Insurance House Inc.
of Atlanta to service its agents and
brokers in Tennessee.

Ivan R. Small has joined Sher-
wood Insurance Services of San

Francisco as manager of its new
lumber department.

Other suppliers
William K. Willis named vp of

Hewitt, Coleman & Associates Inc.,
a Greenville, S.C.-based affiliate of
Continental Financial Services Co.

of Richmond, Va. Willis manages
HC&A's Richmond office. .
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N.Y. firms join forces
to trim health costs
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New York's the place
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Changes may help
New York exchange
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UMORS OF THE DEATH of NewYork as a financial powerhouse are
untrue. The city is alive and kicking with
corporate headquarters, new ideas and
risk and employee benefit challenges.

But the center of the city-Manhattan-
is changing as business moves outward
from the crowded hub. More and more
large companies have been turned off by
skyrocketing office rents, crowded condi-
tions and a nationally publicized crime
rate. They pack up for the nearby sub-
urbs.

The business, though, hasn't moved
very far. The fastest financial growth in
the area is just a short commuter train ride
away from city center: New Jersey, Long
Island and southern Connecticut. No com-

pany wants to be far from the financial
services, investment bankers, stockbro-
kers, insurance brokers and other profes-
sionals that help corporate America run
smoothly.

This business trend, however, has
wrought changes in the way insurance
service is provided. Once all the insurance
action was centered in the cramped neigh-
borhood around William and John streets,
around the corner from Wall Street. A
corporate insurance buyer used to be able
to stroll over from the corporate office to
his insurance broker and then lunch with
his insurer at the Wall Street Club.

A broker on the second floor of an of-
fice building could practically reach out of
his window and slap the head of an un-
derwriter walking by to get his attention.

New York
is alive

and well
"We used to have brokers who would go

and sit on an underwriter's desk until the
risk was accepted and rated," noted one
long-time observer of the New York in-
surance scene. "If a claim sat too long, our
claims manager would walk across the
street and drum his fingers on a desk until
a check was issued."

Not so anymore. Many of the largest
brokers, including Marsh & MeLennan
and Alexander & Alexander, have moved
to midtown, reflecting the general busi-
ness trend on a smaller scale. INA, one of
the largest insurers, also moved to mid-
town, though it maintains downtown of-
fices.

The brokers are also following the cor-

porate risks out of town, establishing sub-
urban offices that provide nearly immedi-
ate service.

"It's a different way of doing business,"
says John Sullivan of M&M, overseer of
his company's suburban clients. "In New
York, you ask for an appointment and it
could take a week to get in. On Long Is-
land, you can show up at 15 minutes notice
and the client appreciates the speed."

As fast as local companies leave New
York, however, foreign investors are ar-
riving, bringing a variety of new risks into
the city with new risk management chal-
lenges for insurance professionals.

New York still kicks with life, dancing
to changing steps. .
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ROTH AGENCIES
INSURANCE UNDERWRITERS

H AL. ROTH AGENCY, INC
BIGGS-ROTH AGENCY, INC
RAEX COVER CORP.

ONE WORLD -RADE CENTER. NEW YORK. N Y 10049
9212) 466-0210 (516) 285-8888

H AL. ROTH AGENCY OF NEW JERSEY, INC

912 KINDERKAMACK ROAD. RIVER EDGE.N J 07661 (2C1) 569-9194

Benefits:
New York firms teaming up

By DAVID SPERLING

Some of the largest firms in New
York City-including Ne.v York
Telephone, Citicorp, Consfidated
Edison and the International Paper
Co.-are teaming up tc fight the
burgeoning cost off health care in
the nation's biggest city.

"Only through a cooperative ef-
fort can we make a difference,"
said Nathan Smith, assistant vp
and director of employee benefits
for American Home Products in
New York.

Las. year, Mr Smith helped mo-
oilize other large corporations to
form the New York City Business

Mteuart inlith
takeN,fiu Aciaring

around*the.dirldk
in%uraqce nlfirketx 1

•Accidental Death L
& Disrnemberment

• Aviat:on

• Kidn:p/Ransom
• Produr-ts EKtortion

• Prop,Ely
• Railroad Protective

• Truck & Trinsportation
• Umbrella

• Workers' Compensation
E1cess

Liability for:
• Board of Education

• Environillenal Impairment

• Fiduciary/Trustees
Protertive

• Directors & Officers

• Law [nforcement Officers

• Products

• Profesiomil E&0

• Publir Off cial

Reinsurance: Aviation,

Casualt,, Prcperty &
Life; Treaty & Facultative

Net by bulloon, naturally unless

you absoluely insist. ]n which case
we should point out that ballooning

1 is high adventure, but rather slow. We
know you'll prefer oursophisticated

communication system with direct
cable to London. It's very fast often

you're covered within a day. We do,
though, reach stupendous heights in

performance and ability lo provide the

market that precisely fits your risks.

As part of Stewart Wrightson, our overseas facilities
include 88 offices throughout Europe, Asia, the Mid
and Far East, Africa. Australia and South America. In

the United Stats Ae are recognized as specialists in
excess/surpki reinsurance and aviation marketing.

AILint.,

44041 26641555

Deln,H

(31.t) 96.1-:1184

P;/sbur·,;h

44- 11 2314)430

Our history doesn't quite date back to the first
balloon*, but ne have iong years of service to the

insurance industry and have been leaders in

introducing significint lines of coverage.

Stedrt Sm#4*
Member Stewa,t Wrightson Insurance Group

BG•,[un

(6171 41*MS

Lin Angele,
(113) 362-6301

San franc-10

(4151 777-9-*6

M,Intre.11

4514) 8712811

012) 216-73.13

New York

(111),64-2919

Tedneck, NI

(1(n) 569-568()

Toronto

(416) .]66-6561

Dallas

(2141 *,88-1051

Philadelphia

(215) 925-0432

Washington, DC

K2021 466-3810

1783 - World': irst si.Wined aerial Right, Montgolfier balloon (Lower Right) 1785 - English Channel cro,bing, Blan,·hird and leffries (Upper Right);

1743 - First Ar,rth Americ.in .t,Kent. Blinch.ard (l.!Jper Lelt); rn,ldern hal air ballooa Center).

Group on Health to combat what is
widely regarded as the most ex-
pensive health-care system in the
nation.

While health-care costs are ris-

ing throughout the nation at rates
approaching 15% a year, the prob-
lem is particularly acute in New
York City.

The reasons: overutilization and

unnecessary growth of health-care
facilities, the soaring cost of medi-
cal malpractice insurance, lack of
incentives to economize and a gen-
eral aversion to group practice.

A recent study by the Equitable
Life Assurance Society found the
city's average daily rate of $220 for
semiprivate hospital care is the
highest in the nation. Hospitaliza-
tion costs account for the biggest
chunk of the health-care dollar.

The employer group represents
the first unified effort of New

York City businesses, insurers and
health-care providers to hold down
health costs. Although the group
has been active only since the be-
ginning of this year, response from
the business community has been
very good, say supporters.

"It's absolutely critical for em-
ployers to actively become in-
volved in attempts to reduce the
costs of health care and health de-

2 LJ
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Benefits for New York workers

have forced firms to join ranks.

livery," explains Mary Carmichael,
vp of indirect compensation for Ci-
ticorp. "And the only way it's
going to happen is through the co-
operative effort of business, medi-
cal providers and insurance com-
panies."

Citicorp is one of the 16 paying
members of the group. Other mem-
bers include New York Telephone,
Morgan Guaranty, Con Edison, Eq-
uitable, Metropolitan Life, Interna-
tional Paper Co., Port Authority of
New York and New Jersey and
American Home Products. Mem-

bership fees range from $250 to
$3,000 depending on the organiza-
tion's size.

Although most of the members
are large corporations, the coalition
is trying to reach out to smaller
firms. "They have the same kind
of problems, but on a smaller scale
and without the in-house exper-
tise," said Mr. Smith.

The coalition began with two
goals: To educate the business com-
munity about different cost-con-
tainment techniques and to pro-
vide a platform for business to
speak with a unified voice on
health-care issues.

So far, the group has functioned
primarily as an arena for education
and the exchange of information
and expertise. Last month, the

Continued on page GN



Yes I want to know how IMU can help me
write more ocean marine business

EJ Please call me for an appointment
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take onanewemployee.
We know. We know. Things are rough.
But what if we told you that just one man

can straighten things out?
Hard to believe, but he's no ordinary man.

He's the Continental Soldien The one be-
hind Continental Risk Services. In fact, he's
behind each and every part of The Continen-
tal Corporation.

The Continental Soldier will not only help
take the weight off your shoulders, he'll take

it off your desktop. By providing you with
complete access to all the insurance-related
services you need to manage your company's
risks; efficiently and profitably.

Now there's someone to relieve your bur-
den. Someone who knows all about risk
management consulting-including feasibility
studies, captive insurance companies and
self-insured programs. And someone who
can offer you a host of services, like claims

t

and recovery, technical/loss control, com-
puter, financial and educational.

So, if things are getting out of hand, take
on a helping hand. The Continental Soldier.
He may look like just a man, but he's 
really an army.

For more information, please write: AW . A
Mr. Charles Ruoff, Pres., Continental 4'
CRS, 80 Maiden Lane, I./..lam",Wi.5
New York, NY 10038. 1-Z=*== © TCC 862

Continental Risk Servicqa facility of The Continental Corporation
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N.Y. firms fight high health-care costs
Continued from page 2N
group sponsored a conference on
"Health Education in the World of

Work" that attracted some 200 par-
ticipants in the medical, employee
benefits, industrial relations and
health insurance fields.

Future conferences will examine

periodic health exams, benefit de-
sign management, second opinion
programs for surgery and other
cost-containment techniques.

Soralla Poster, a benefits plan-
ning specialist at Con Edison, de-
scribed the seminars as "very in-
formative and useful" for planning
benefits and fighting costs.

"We're very interested in con-
taining costs so we're taking back
the information from these se-

minars with an eye toward assimi-
lating it in our own benefits plan-
ning," she said. "The possibilities

for cost containment are very ex-
citing."

The group plans to share exper-
tise through a computer data bank.
Member companies have submitted
health-care data to Blue

Cross/Blue Shield, which will
compare their claims history with
that of other companies.

"We don't expect much differ-
ence now," said Dr. Thomas Doyle,
assistant vp and chief medical offi-
ter of Con Edison. "But there

might be significant differences
down the road as a result of the

utilization of cost-containment pro-
cedures," he said.

Dr. Doyle says employers could
use the data bank to find out which

health-care facilities are used most

often by employees.
"It might be wise to concentrate

on these hospitals" to try to exert

influence on medical providers, he
suggests.

While the employer cost-con-
tainment group is the first in New
York City, the concept of business
health-care coalitions is not new.

One of the oldest is Penjerdel,
which says its efforts have resulted
in a significant reduction in hospi-
tal stays and overall admissions
among Blue Cross and Blue Shield
subscribers.

The Blues are the largest health
insurer in the Penjerdel area,
which includes several counties in

Pennsylvania, New Jersey and
Delaware.

A visit by Penjerdel representa-
tives to the New York Chamber of

Commerce and Industry last year
inspired the formation of the New
York group. "We became very ex-

cited by the possibilities," said Mr.
Smith.

Although the New York coali-
tion is still attached to the cham-

ber, it hopes to become indepen-
dent and self-funded soon.

One of the group's chief targets,
Mr. Smith said, is the "inefficient
distribution of services and physi-
cal facilities" in New York.

"There may be too many hospi-
tals in one area, but not enough in
another," he said.

Another problem peculiar to
New York City is an "aversion to
group practice," according to Dr.
Leon Warshaw, executive director
of the New York City Business
Group on Health and former cor-
porate medical director for Equita-
ble. The no-group philosophy was
the main reason for the slow

growth of health mainteriance or-

IF YOU WANT FULL

SERVICE...GET PAID
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PAID Prescriptions leads the field in third-party
prescription claims processing. More
companies pick PAID than any other service,
because we handle all prescription claims -
not just drug but vision and hearing, too -
with the option of immediate verification of
eligibility through our online system. No one
else does that!

Our nationwide network of 60,000 providers is
another reason why millions of employees are
PAID people.

Speedy, efficient processing of claims is a
tradition at PAID, because we're part of
Computer Sciences Corporation, the world
leader in information services. Because we are

exclusively a service company with no interest
in the sales or distribution of pharma-
ceuticals or related products, you can be sure
our objective is the same as yours - fast,
accurate processing of your claims while
holding costs to a minimum.

PAID pioneered third-party claims processing,
and we still have that pioneering spirit. When
newer or better ways are found, you can be
sure PAID will be first. With PAID your
employees will have the most complete
prescription benefits service today... and
tomorrow.

We call it PAID-in-full Service.

For more information about PAID, call
800-631-1679 or write P.O. Box 434

Paramus, New Jersey 07652.

PAID PRESCRIPTIONS
A SUBSIDIARY OF COMPUTER SCIENCES CORPORATION

Major Offices and Facilities throughout the United States.

ganizations in New York City, he
says.

Undercapitalization and market-
ing problems also have hindered
their growth in the city, he added.

"They're not the answer to ev-
eryone's prayer, but they are bene-
ficial in certain circumstances," he
said.

Citicorp, which has 19,000 em-
ployees in the metropolitan area,
offers 13 HMO options.

"Unfortunately, only about 6% of
the eligible population is partici-
pating, which is about the norm in
the New York City area," said Ms.
Carmaichael of Citicorp.

In contrast, she adds, about 35%
of eligible Citicorp employees in
Buffalo are enrolled in an HMO.

Some of the reasons why New
Yorkers fail to choose HMOs in-

clude a "reluctance to change" as
well as geographical inconvenience
and premiums that in many cases
involve additional contributions

from employees, she added.
Citicorp is reviewing a wide

range of cost-containment
techniques, including out-patient
surgery, second surgical opinions,
pre-admission testing and
nurse/midwife coverage.

"One of the problems is that
there is virtually · no concrete evi-
dence or data to substantiate cost

savings under a benefit program,"
Ms. Carmaichael said.

To get some solid data on various
cost-containment techniques, Citi-
corp may experiment with a small
group of employees and monitor
their experience.

One company that can document
its savings is American Home
Products. The company says it
saved $1.6 million last year
through coordination of benefits.

Mr. Smith, its benefits manager,
says there is further potential for
savings.

"We're going to take a hard look
at benefit packages to try to pro-
vide incentives for the utilization

of health care facilities in more ra-

tional ways," he said.
These techniques, he notes,

might include higher deductibles,
fitness programs or financial in-
centives to discourage over-utiliza-
tion of health care facilities.

"It might cost more to begin
with, but we hope it will pay off in
significant savings down the road,"
he said. •

N.Y. benefits

are changing
Shifting job patterns, inflation

and changing demographics are
giving New York employers a
headache, says Carson Beadle,
director of William M. Mercer Inc.

The results are "fringe benefit
costs'that are reaching the credibil-
ity-challenging level of 40% to 50%
of direct compensation."

The growing number of women
at work and the aging of the work
force will both have a major im-
pact on benefits planning in the fu-
ture, he adds.

"We might say that the 1960s
was the decade of minorities; the
1970s the decade of women; and
the 1980s will be the decade in

which issues of growing older will
be our central preoccupation."

He sees a trend toward flexible

benefits for employees.
"Why, for example, should a

working woman with a child have
to pay the family rate for medical
coverage?" he asks.

He also suggests that employers
offer rebates to workers who ac-

cept a higher deductible on health
insurance. "This helps to create a
different attitude toward health

services," he suggests, creating a
"deterrent effect" against overuti-
lization of health-care facilities. i



ourfaithin NewYork.
Johnson&Higginshas
beenherefor136years.

Back in 1845, two eager young insurance

onWall Street.
brokers, our founders, opened a small office

Since then, Johnson & Higgins has become
one of the world's largest insurance brokers
and employee benefit consultants. Our offices

Gi.4 around the world.
are located in76 key business centers

But with all our expansion, westill consider New York to be theheart oftheinsurance
industry. And the city's role in this field continues 
to expand. In fact, New York is now the home of
the New York Insurance Exchange, the American
equivalent of Lloyd's of London.

Because J&H knows how vital New York's
economic and public life is, we consider it our 4=* h

responsibility to support it in every way we can.
The gifts of our people to the United Way, for

example, have made J&H an industry leader in this
area.We also support-and encourage others to do
so-activities that serve our community at large:
the art centers, the libraries, the museums
and public broadcasting. *. 40

As America's oldest insurance broker,
Johnson & Higgins has chosen to be headquartered
in New York for nearly a century and a half.

As we said, there's nothing new about our
faithin NewYork.

Johnsont*iggins
The Private Insurance Broker/Benefit Consultant.

Thinking in a different dimension. Richard L Purnell, Chairman, seated, and Robert V. Hatcher, Jr., President,
lead the Johnson & Higgins of today.
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Risk manager Peter Lopez saps,
slt's all here.'

Risk managers love New York
By DAVID SPERLING

NEW YORK-If risk managers
here had a favorite song, it might
well be "I Love New York."

'I don't know of any other place
a risk manager would want to
work," says Peter Lopez, director
of risk management and insurance
for St. Regis Paper Co. "It's all
here, just a taxi or subway ride
away."

The city's advantages are obvi-
ous: a vast insurance marketplace,
pr=fessional contacts and ready ac-
eess to new ideas and information.

Major urban centers such as New
York are the breeding ground for
nnovation, says Dave Blake, risk
manager for Doyle, Dane Bern-
bach Internatonal Inc.

"New York doesn't shape a risk
manager's job, but it provides the
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cpportunity for him or her to be
raore creative and work on a more
currer-t basis."

But for all their wide-ranging
responsibilities, there is little that
risk managers in New York have
in common other than location or

title.

"It's all individual," Mr. Lopez
says. "It depends on how you view
risk. Some are conservative and
others are risk takers."

A risk manager's job also de-
pends on how the corporation
views his or her contribution.

Mr. Lopez, for example, spends
much of his time generating profits
from risk-related divisions and

overseeing his firm's expansion
into tne insurance industry. Last
year, St. Regis acquired a workers
compensation insurer, Angelina
Casualty Co. in Texas, and is now

, ..9. /4: f -

looking ti make more insurance-
related acuisitions.

"It's a totally higher and differ-
ent step than pure risk manage-
ment," he says. Mr. Lopez' respon-
sibilities, however, are considered
unique in the risk management
field.

"Most corporate risk managers
are directly or indirectly involved
in acquisition, but in many cases
they're brought in when it's al-
ready a fait accompli," says Mr.
Blake, who is also vp of programs
of the New York chapter of the
Risk & Insurance Management So-
ciety.

Corporations, he says, tend to
view risk managers as a "lower
middle-management" position. To
improve their stature in the orga-
nization, Mr. Blake suggests that
risk managers become more in-

...SINCE 1887

A STABLE OCEAN MARINE, INLAND MARINE
AND MULTI-PERIL MARKET

Four World Trade Center, New York, N.Y. 10048
212-775-1300

Atlanta · Baltimore · Boston · Chicago · Clifton. N.J. Columbus · Dallas · Detroit

Hamilton, Bermuda · Houston · Los Angeles · New Orleans· New York Regional
Philadelpbia· Pittsburgh· San Francisco · Seattle· Syracuse· Toronto· Vancouver

Correspondents throughout the World

volved in administrative meetings,
strategic planning sessions and dis-
cussions on benefits and product li-
ability. There's usually ample op-
portunity in corporate
headquarters.

"Involvement is the key," he
says.

Educating top management
about risk management is a "long,
tedious road," adds Sheila Roberts,
director of risk management for
Columbia Pictures. "Most corpora-
tions view insurance and risk man-

agement as a necessary evil, not as
part of a planning program.
They're more concerned with how
much it costs."

Ms. Roberts says working in
New York makes the job of a risk
manager "a lot easier to do and
cheaper for the corporation.

"You've got the best of the bro-
kers and the best of the insurance

companies right here," she says.
For risk managers based in New

York but with loss-control respon-
sibilities in workplaces throughout
the nation, the city offers a special
set of advantages and disadvan-
tages.

For Fred Ingerman, insurance
manager for Gilman Paper Co„
there are the obvious advantages of
ready access to New York's vast in-
surance marketplace.

"I can just pick up the phone or
walk down the block to speak to
my broker instead of communicat-
ing long-distance from Georgia,"
he says. The only disadvantage, he
says, is being 1,500 miles away
from Gilman's lumber mills in

Georgia, where he is responsible
for safety and loss prevention.

Mr. Gilman says he visits the
company's work sites "three or
four times a year" to keep in close
contact with day-to-day operations.
The chief area of concern at the

mills, he says, is workers compen-
sation costs, which he described as
"pretty staggering."

Close to home, another business

suffering from heavy workers
comp costs is the marine transpor-
tation industry.

The market for longshoreman's
workers comp has "virtually dried
up," says Dave Richmond, risk
manager for Sealand Terminals in
New York.

He blamed the problem on the
Longshoreman and Harbor Work-
ers Act of 1972, which provides
benefits for injured workers than
greatly exceed state benefits.

"Longshoremen can earn $600
per week. If they can make $450
tax free, which would they choose?
Where's the incentive to return to

work?" he asks.

Since the law was enacted, he
says, claims have soared "up to
500%."

Workers comp expenses for
longshoremen now exceeds 10% of
total revenue for stevedoring and
marine terminal operations, he
says.

Mr. Richmond says he experi-
mented with a captive a few years
ago for workers comp risks, but
now relies on self-insurance, rein-
surance and excess reinsurance to

manage cash-flow operations.
Of special concern to large cor-

porations based in New York is
directors and officers liability. The
number of D&0 claims has been

"steadily increasing since the mid-
70s," says Nicholas Dutchak, vp of
the casualty department for Alex-
anders & Alexanders.

"The larger Fortune 1,000 com-
panies have limits they are very
comfortable with-from $5 million
to $100 million," he says. "But how
much is enough? Nobody can close
their eyes and say, 'I'm safe.'"

Mr. Dutchak says the market ca-
pacity has "increased tremen-
dously" and is "fairly receptive to a
reasonable request." .



Looking toward the suburbs

N.Y. brokers keep expansion hopes alive
By LEN STRAZEWSKI

With one eye on the skyscrapers
and the other on business expan-
sion off Manhattan, New York bro-
kers can look out their windows at
a gold mine of corporate clients
and risk management challenges.

But even a gold mine can play
out if everyone is digging. Al
though New York is the nation's
top city for corporate headquarters,
hot competition for the big corpo
rate risks is making the cream of
the nation's brokers turn to smaller
industrial risks in New Jersey and
Fairfield County, Connecticut.

Marsh & McLennan Inc., with
nearly 900 employees in New
York, is the largest brokerage in
the city as well as in the nation. It
built its reputation on handling
large commercial risks, but the
slow exodus of big companies from
the city is making this giant look
downward, too.

"We are still looking to expan
sion in large accounts," explained
David Holbrook, director and sen
ior vp in charge of the big risks.

"There's still a lot of trading of
risks between brokers. One client

Most of the

business is still in

the city, David
Holbrook says.

won't necessarily stay with you
forever. And it's rare that a single
broker will write all parts of a
firm's insurance. Most large firms
split their plans among several bro-
kers," he said.

Brokers, he added, now provide
more than just insurance market-
ing for clients. The days of the
fully insured corporation passed by
years ago along with the job of in-
surance clerk.

Professional risk managers
brought complex insurance pro-
grams with them, and the move-
ment to creative risk funding
began with the big companies
based in New York City.

"Most of our major accounts are
looking for various methods of risk
transfer, self-insurance and captive
insurance companies," Mr. Hol-
brook said. "To back that up, they
are seeking loss-prevention ser-
vices and financial-planning ex-
pertise. A portion of our business is
strictly on a fee basis."

The business trend that caused

big companies to move out of Man-
hattan is slowing, he added. "Two-
thirds of the potential large-firm
clients are still based in Manhattan,
but we are actively pursuing finan-
cial institutions, law firms, stock-
brokers and single-location indus-
trial firms in and around the city."

Under the direction of Senior Vp

John Sullivan, M&M is promoting
business in the suburbs of New
York and is targeting companies as
small as $50,000 a year in annual
premiums.

Banks and financial institutions

%,4,<' ,
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are M&M specialties. The bro-
kerage maintains a slim lead over
its closest competitor, Johnson &
Higgins, for those risks.

"I'd say we have an armlock on
the business. M&M has more of the

major financial institutions as cli-
ents than any other broker in New
York," said Senior Vp Walter S.
Tomenson Jr., in charge of M&M's
financial institutions group.

"Certainly we look at the major

clearinghouse banks based here
Chase Manhattan, Irving Trust
Morgan Guaranty and Bankers
Trust. But also we handle man>
commercial banks and savings and

Continued on next pag€

A marine underwriter should
move faster than thecargo.
For shipments across the countiy or around the world, Ifyou're looking for responsive undeiwriting service on
we work closely with your agent or broker to provide anything from ocean cargo to inland marine, consider
prompt underwriting seivice. MOAC.

Our marine specialists are located in 63 offices around
the world. They have the authority to handle most risks
on the spot. And they're backed by over 100 years of
marine experience.

But prompt underwriting is only the beginning of
MOAC service to risk managers. We assist in allareas:
From loss control to recovery From sound, imagina-
tive answers to your tough insurance problems to fast,
fair claims handling.

MOAC has the depth

For more information, contact your agent or broker. Or
use this coupon.

Mr. George S. Zacharkow
Chairman

Marine Office ofAmerica Corporation
a subsidiary ofThe Continental Corporation
80 Maiden Lane, New York, NY 10038

I'd like to know more about MOAC.

Name

Company

Address

Position



1ON / business insurance, June 8, 1981

1

1 - 't.:ty«,SM:

Photo: Len Strazewski

Richard Hatcher: 'J&H New York itself is a market for branch offices.'

From oil rigs to coel mines...
from fishing fleets to St ael mills...
wherever there are risks to be

managed, James is involved.
We serve more thai 400,000

clients worldwide, mak ng James
one of the largest irternational
insurance brokerage firms

Of our 3,700 people here and
1,000 additional overseas,wthe one
most important b you is yobr James
account executive, the keydtone of
the James client relaticnship. He
works for you as a "par.ner," trained
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Brokers harbor

expansion plans
Continued from previous page
loans, though the thrift-institution
movement is more opular in Cali-
fornia than New York," Mr. To-
menson explained.

Using the resources of its sepa-
rate division, M&M markets all as-
pects of bank coverage in an effort
to capture all the premium and
fees in the financial institutions'

risk management budget, a tactic
its competitors also try.

"We try to do it all: the bankers
blanket bond, property/casualty
insurance, workers compensation
and kidnap and ransom coverage,
coordinated by a senior account ex-
ecutive. In our research and devel-

opment, we are looking for ways to
rewrite the blanket bond to extend

JAMES IS HERE
IN AN INSURANCE PARTNERSHIP

THAT GOES FAR BEYOND THE DOTTED LINE.
to serve you in a personal, long-term
relationship. It is his job to learn
your business thoroughly to best
determine your risk-management
requirements.

Your James account executive

is supported by your behind-the-
scenes partners-James specialists
particularly qualified to deal with
your risk problems-Who'are
instantly available to assist in any
area pertaining to your program.

We at Fred.S.James would like

to become your partners jn risk
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management. The first step is to
contact your local James office. Or
write to: William E. Burch,
President, Fred.S.James & Co., Inc.,
230 West Monroe Street, Chicago,
1 L 60606.

James
FRED. S. JAMES & CO., INC.

YOUR PARTNERS
IN RISK MANAGEMENT

Aumber Notiond Aeociation of Insurcrce Brokers
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more coverage to electronic fund
transfer exposures," he said.

Marine insurance is also a big
risk area for New York brokers.

Although M&M dominates in size
with 115 people in its marine de-
partment, the competition is partic-
ularly fierce. Regional brokers, in-
cluding Frenkel & Co., BRI Cover-
age Corp. and Nausch, Hogan &
Murray, help keep any broker, in-
cluding the giants, from getting a
dominating share.

Textiles, or as New Yorkers say,
"the garment business," is the city's
biggest industry, yet few of the
large brokers pursue it. Fred S.
James surprisingly mixes a strong
chunk of textile coverage in with
its predominately large corporate
risks and employee benefits ac-
counts, according to Frank
McDougal, president of Fred S.
James of New York.

Alexander & Alexander, the sec-
ond-largest broker in New York,
has a stronger client base in the
New York suburbs than most of

the large brokers and, unlike its
big competitors, is willing to work
with New York's other big indus-
try-small retailers, from depart-
ment stores to street-corner delica-
tessens.

The base of smaller risks, in-
cluding a solid chunk of personal
insurance, comes from the days
when A&A heavily acquired small
local agents.

"The local candy store doesn't
need all the risk management ser-
vices we can provide, but we will
still do the business," said Senior
Vp Richard Page. "It's one of the
responsibilities we have to our
community here."

Candy stores, of course, are not
the major A&A clients. The bro-
kerage wins a small but significant
share of financial institutions, and
many medium-sized clients are
served by A&A suburban offices.

"We think there's a need to

bring some of the traditional big
broker services to smaller firms

who are just getting into advanced
risk management," Executive Vp
Herbert Berkely said.

"That's one of our strengths and
we feel we can make money this
way," he said.

Like most of the major brokers,
A&A has targeted the unusual pro-
fessional liability exposures in New
York. As a financial service center,
New York is a giant cluster of mal-
practice exposures for lawyers, ac-
countants and other professionals.
The brokerage also competes with
some smaller specialists, including
Rollins Burdick Hunter, which in-
sures professional liability and em-
ployee benefits for some 16,000 ac-
counting firms through the Ac-
countants Professional Liability
Trust that it manages.

Corroon & Black, another
giant, also claims professional lia-
bility expertise, according to Presi-
dent James Corroon, but gives
much of its energy to oil and petro-
chemical companies that still have
risk management departments
based in New York.

Johnson & Higgins, the third-
largest broker in the New York
area, plays on its Wall Street ad-
dress and big corporate image. The
brokerage shuns personal insur-
ance. Personal coverage for J&H
executives isn't even handled in-
house. Local broker John M,

Riehle Inc. picks up their coverage.
J&H maintains a giant office of

1,200 in New York, though many
focus on corporate or branch office
needs, according to President Ri-
chard Hatcher.

"J&H New York itself is a mar-

Continued on page 14N
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CRAWFORD & COMPANY

750 locations across U.S. and Canada; 5100
adjusters/employees serving risk managers.

Among the finest software/hardware capability
to produce statistical information.

Innovative banking systems for claim and
allocated expense payments.

Special Accounts Department offices rendering top
supervision and quality control for the client.

Supplemental services in property, physical damage,
catastrophe and rehabilitation.

Mature and effective interfacing with insurance
companies, brokerage firms and captive administrators.



TAKING ENERGY RISKS
APART TO FIND
NEWANSWERS

Responding to the world energy crisis,
utilities and producers are moving forward with
innovative and far-reaching projects for energy
self-sufficiency. The magnitude of these efforts
brings correspondingly high levels of risk exposure.

INA, long familiar with the needs of this
industry, is developing new « insurance mecha.
nisms" that not only deal with these risks but
also enhance the ability of energy companies
to attract much-needed capital. In effect, INA
plays a far more significant role for its clients
than is normally the case with an underwriter.

As an example, INAs coverage of an un-
derground storage facility for liquefied natural
gas effectively indemnifies the client-before
construction begins-against such losses as col-
lapse of cavern walls, leakage or accidents with
new types of filling equipment.

These assurances are possible because
INA engineers, geologists, loss control and un-
derwriting spec ialists take part in actual pro-
ject-planning work. Their judgments and input
serve as crucial factors in developing compre-
hensive builders-risk packages that protect in-
vestors' funds even if a facility fails to perform.

In other worldwide sectors, from geother-
mal to nuclear, INA creates equally imagina-
tive and financially advantageous insurance
vehicles. They bring into play combinations of
property, liability and business-interruption
coverages-as well as self-insuring and «captive"
programs. In oil exploration, risks are most fre-
quently covered by pools and consortia in
which INA is closely involved.

INKs Energy Insurance Group can assist
you in developing practical solutions, innova-
tive strategies, new answers. f6r an informa-
tive booklet, or a proposal related to your
needs, write to John C. Morrison, President,
INA Special Risk Facilities, Dept R., 1600
Arch Street, Philadelphia, PA 19101.

The Professionals in Insuring Energy Risks
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Howard Miller. In some ways our relative smallness is an advan-
tage. We are centralized and fast.'

Brokers lure foreign clients
Continued from page ION
ket for our branch offices." he ex-

plained. "About 30% of our time is
spent on solutions to problems our
branches send to us."

Most of the J&H client base is
big: financial institutions, aero-
space companies and internat.onal
companies expanding into the
United States.

International business is tricky
and particularly competitive
among the big brokers. M&M pro-
motes its ties with London's C.T.
Bowring to attract international
clients. A&A touts its forthco ming
merger with the Sedgwick Group.
Reed Stenhouse, a small but tough
factor for local New York riscs, is
particularly competitive for inter-
national companies, riding on the
strong Canadian, British and Euro-
pean offices developed before the
brokerage moved heavily into the

0

0

.vidare
#ltd)la « nat ro

or zati , w
abil s. s

. ./1

United States.

Decisiveness and service helps
J&H stay in the forefront of the
international scene, Mr. Hatcher
said. "They want an immediate an-
swer, yes or no. Risk management
doesn't work they way it does in
the U.S. Sometimes it takes an
order from the chairman of the
board before a New York officer-
or a drummer from Ethiopia for
that matter-can purchase insur-
ance."

Small risks are out of the J&H

picture, he added. "Certainly we
are interested in the medium-sized

commercial clients, but the dress
shop in the bedroom community
will get greater attention from a
small local insurance 4gent in a
nearby shopping center."

The local New York brokerage,
however. is big by most other
cities' standards. Schiff Terhune

rag
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for mafty years.

Peter G. ' , residenl
enhouse Inc.

* REED STEN HOUSE
International Insurance Brokers

Insurance • Risk Management · Errployee Benefits

Reed Stenhouse Inc.
1270 Avenue of the Americas, Vew York, New York 10020

International, for example, started
as a local New York firm and ex-
panded to 20 offices around the
country, handling many giant
commercial risks. It developed the
advanced risk management ser-
vices it needed to compete with
giant brokers, including captive
feasibility planning and risk-reten-
tion analysis, according to Execu-
tive Vp Andrew Marks.

The company also competes on
the international scene by bro-
kering a French international
product liability package through
INA (see related story).

"We're not seeing as much activ-
ity in captive formation," Mr.
Marks noted. "Competitive mar-
kets have made the firms more in-
terested in buying excess coverage
for a self-insured retention. Risk

managers are now looking for
long-term deals of three to five
years. They want determined,
long-term guarantees."

Service, too, is essential for
smaller brokers to compete. BRI
Coverage Corp., for example, a
brokerage with 100 employees,
bought its own independence from
Integrated Resources Inc. several
years ago. It recently added a con-
sulting division called Risk Man-
agement Economics to provide
some of the skills that self-insured

firms are looking for, according to
Howard Miller, director of new
business development.

"It gives our producers some-
thing to sell and talk about, of
course," Mr. Miller said, "but also it
gives us a firm way to compete
with much larger brokers."

Risk Mangement Economics ex-
pands the tradtional brokerage ser-
vices into those areas usually do-
minated by bigger firms: employee
benefit cost control, workers com-
pensation loss prevention, risk-
funding research and statistical
loss prediction.

"In some ways our relative
smallness is an advantage. We are
centralized and fast. We pride our-
selves on our turnaround time, and
some firms dissatisfied with the

corporate slowness of bigger bro-
kers come to us and other indepen-
dents," Mr. Miller said. m

Reed boasts
worldwide ties

Reed Stenhouse is in a unique
situation among New York bro-
kers, President Peter Leitch says.
Its international capabilities are
more strongly developed than its
local business.

"We view ourselves as a multin-

ational firm," he said. "Other bro-
kers are working toward devel-
oping international expertise, but
we already have it. Certainly we
want more local clients, but our
main reason for being in New
York is that this is the hub."

The cluster of U.S. insurers in-

clu(ling AIG, INA, the Continental
Group and other companies with
international risk-making abilities
make New York central to the

plans of Reed Stenhouse. Reed is
also heavily committed to the New
York Insurance Exchange (see
New York Viewpoint).

Reed is also promoting special-
ties that tap its access to outside of
U.S. markets.

"I think we have a pretty good
corporate strength in aviation, both
here and in London. Most of the

other brokers seem to be just find-
ing the advantages of having their
own people in London market,"
Mr. Leitch said.

"This also helps our offshore oil
rig expertise which we inherit
from the oil fields near Calgary,
Alberta. We can walk in and talk

to more intenational energy firms
than any other broker." •



In the past, br6kers had to go
to great lengths to get insurance for
difficult risks.

Because the companies that
could handle tough submissions
weren't always just around the
cornen

But now, ify-our risk is here in
New York, you can place it right
here in New York.

Through the Free Trade Zone.
At American International

Group, we've been covering risks
through the Free Tbade Zone since it
first opened in New York two years
ago. So far our Free Trade Zone
companies have covered more than

«35

1.-

37 million dollars' worth.
That's because more and more

brokers are coming to see why we're
the best place for business.

For one thing, we want it. Even
before the Free Trade Zone existed,
brokers knew us as a strong market
for difficult or unusual business.

What's more, there's less red
tape for brokers at AIG, and greater
security for insureds -Free Trade
Zone companies are admitted
insurers.

Most important of all, we're
here. In New York.

That means no more telex mes-
sages to London. Or long distance

4

phone calls to distant time zones. In
fact, no more trouble with long dis-
tance operators ofany kind.

Just real, face to face commu-
nication between broker and
underwriter.

And because you deal with us
directly, you maintain better control
over the account.

So when you need high risk
insurance, talk to us.

How?

Person to person, of course.

The AIG Companies.
Let us take the risks.

Dedicated to every broker
whoeverlostaclient overthe ocean

or even over the phone.

For more information, contact American International Group, Dept. A, 70 Pine Street, New York, NY 10270.
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When Elizebeth Taylor r issed eight performances cf 'Little Foxes,'
Lloyd's of London paid out $216,000.

Secure,

1

By JOHN MAES

The scenery for an elaborate
musical like "Camelot" is a lot like
a family heirlcom. If it's damaged
ir ruir:ed, you can't go to a store
and take a replacement off a shelf.

That s why Robert A. Boyar, an
.nsurance broker who serves the-

aters, designed a new, all-risk
package property policy for the
theatrical productions.

The policy ties together loose
ends in proper:y ccverage for risks
that previousl> could have stopped
the shcw from going on.

"The theater now has better cov-

erage than it ever has had before,"
said Mr. Boyar, president of ILA.
Boyar Inc., special.sts in theatrical

Fore an[1 Aft

D

Property package policies
make sure shows go on

insurance.

The package, unierwritten by
the Chubb Group, made its debut
last fall and has sucessfull> 2 Mn-
pleted one seaso i without a major
claim, Mr. Boyar said.

Covering properties and seerery
against theft, including personal
posessions of actors, the package
also provides ex:ra-expense co-ber-

age, a variation of business inter-
ruption insurance.

For example, producers of "Bri-
gadoon" at Wasnington's National
Theater were recently conzermed
-t.at wall cracks in the auditcrium
would force a pos:ponement be-
cause of unsafe concitions.

Luckily, the cr:cks were not
Donsidered daigerous and he

t

*

show went on. But since the cracks

were not a named peril, the pro-
moters would have been out of
luck had a postponement been nec-
essary, Mr. Boyar said.

"Before, we would have had to
say, 'You don't have all-risk cover-
age,' but in this case, it would have
been a breeze if they had the new
package."

So far, the package policy has
been a smash hit among Broadway
and off-Broadway producers.
Among the current Broadway
shows carrying the coverage are:

• "Peter Pan," with $800,000
worth of coverage for theatrical
properties and $350,000 in extra
expenses.

• "Camelot," with $900,000 in
property and $350,000 in extra ex-
pense coverage.

• "My Fair Lady," with
$860,000 in property coverage and
$300,000 in extra expenses.

Other policyholders include:
"Death Trap," "Dancin'," "Ain't
Misbehavin'," "Children of a
Lesser God," "Fifth of July," "So-
phisticated Ladies," "Wally's
Cafe," "It Had to be You," and the
off-Broadway's "El Bravo."

"The scenery, the set, the props
are all custom-made stuff and you
just can't go around to the ware-
house and buy it," Mr. Boyar ex-
plained.

Catastrophe accident coverage in
case theatrical troupes are killed
while travelling is not part of the
package but is carried by shows
that are taken on the road.

"Most of the exposures are in six
figures," Mr. Boyar said. "You
don't have much of a show if
everything is in place but there's
no company to go on stage. You
also can't hire 40 dancers, singers
and actors and have them ready to
perform the next morning.

"If the show is going out of town,
we recommend catastrophe acci-
dent coverage, but when they don't
travel, we don't recommend it."

Though the Chubb Group, AIG
and Hartford Insurance Cos. insure

many theatrical risks, Lloyd's of
London remains the primary mar-
ket for non-appearance coverage,
Mr. Boyar said.

Other insurers don't see it that

way, he said.
"The non-appearance of a star is

still separate because it's a whole
different underwriting situaton.
It's a whole different ball of wax"

Lloyd's recently paid a $216,000
claim to the producers of "Little
Foxes" after Elizabeth Taylor, a
star of the Broadway play, missed
eight performances last month be-
cause of complications from a res-
piratory infection (BI, June 1).

Although the entire theatrical
insurance market is rather limited,
generating only about $5 million to
$10 million annually in premium
volume, there's every indication it
will remain healthy, he said.

The Chubb Group, he said, came
to him with the idea of property
package policy for the theater.

"The market is rather limited

but the insurance needs of the the-
ater are real," he said.

Mr. Boyar is more than just an
insurance broker who caters to the

theater business. He is a devotee of
the stage and can shift gears in
mid-conversation from insurance
underwriting to Miss Taylor's per-
formance in "Little Foxes."

The son of an actor and once an
aspiring stage performer himself,
Mr. Boyar wandered into the in-
surance business 32 years ago
when his father advised him to
find a "more legitimate" line of
work rather than risk an uncertain
future in the theater.

"And being a dutiful son, I went
into the insurance business." i



New York-based

insurance giants
are waging a war

By LEN STRAZEWSKI

Insurance titans are clashing in
New York City, but the arena is
moving from William and John
streets, the traditional insurance
center.

And the gladiators, industry ob-
servers say, are the twin giant in-
surers, American International
Group and Insurance Co. of North
America.

Although the major insurance
powers, including The Home In-
surance Co., Continental Group,
Royal Insurance Co., Commercial
Union Insurance Co., and the
Hartford Group, all have major of-
fices in the insurance neighbor-
hood off Wall Street, AIG and INA
face off in the most dramatic
stance.

In the competition for the com-
mercial insurance premium dollar,
AIG and INA, brokers say, are the
most competitive in pricing and
coverage packaging.

In insurance product develop-
ment, these two insurers create the
policies that other insurers use as
models. In their own development,
AIG and INA mirror themselves.

AIG is the smaller of the two

Joseph P. DeAllessandro
National Union

competitors but seems to be the
fastest-moving. It drew net written
premiums of nearly $2 billion in
1980, a 12% gain over 1979. The do-
mestic brokerage division, which
includes AIG's major property and
casualty insurers, provided net
written premiums of $793 million.

AIG seems to lead in specializa-
tion. It was the first of the two to

promote its global insurance facili-
ties, based in New York and sprin-
kled around the world. A global
accounts department, formed last
year, is designed to provide a cen-
tral insurer for companies in the
United States, Europe, Japan and
elsewhere.

More than a year ago, AIG
began its energy division under the
leadership of Michael I.D. Morri-
son, senior vp of domestic general
brokerage business.

The energy grouping, which
began as a central department for
underwriting offshore oil rigs, has
taken on the total energy risk
management marketplace and is
promoting insurance for all energy
risks: utilities to windmills.

But locally, AIG's biggest push is
for the community of financial in-
stitutions clustered in New York

City. National Union Fire Insur-
ance Co. of Pittsburgh is really

based in the Pine and Wall streets
offices of AIG in New York and is
the home insurer for the AIG fi-

nancial institutions and banking
divisions.

"Five years ago we decided we
wanted to be a factor in the finan-
cial institutions/ financial services

market," explained National Union
President Joseph P. DeAlessandro.
"Since then we have been able to

earn more than 40% of the nation's
directors and officers liability in-
surance and become a major factor
in providing fiduciary liability in-

Continued on next page
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We're on top of the
N.Y. market.

As New York's leading General Agent for
nearly 50 years, we've been relied on by brokers to
Insure virtually every type of business. We have
ready access to top markets including the Free
Trade Zone and the New York Insurance Exchange.

Call us. We'll make your job easier.

WEGHORN
works for you.

John C. Weghom Agency. Inc.,156 William Street.
New York, NY 10038, (212} 227-4600 Telex: 12783

Weghom International. Inc.. Excess and Surplus Lines;
Keane & Weghom. Inc.. Accident and Health

Just when you're certain
there's no difference in
Reinsurance -

ALONG COMES FOLKSAMERICA!

If you've concluded that there's no difference in
Reinsurance Companies-or in the service they offer -
here's a pleasant surprise.

FOLKSAMERICA-a new American reinsurer with a

strong Swedish ancestry-doesn't believe in the need
for lwo weeks turnaround time. Or indecisiveness.
Or committee decisions.

Offer us a reasonable opportunity to respond -
we'll respond in a most reasonable manner!

Reinsurance with an

emphasis on service -

ALONG COMES

FOLKSAMERKA
FOLKSAMERICA REINSURANCE COMPANY

A Member of The Folksam Group of Stockholm. Sweden
100 William Street. New York N.Y. 10038 · Tel. (212) 483-0330
Telex: 64-9076. Twx: 710-581-5387
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Arthur H. Liebelt Jr., president of INA Energy, says, 'New York is still
where most of the action is.'

Insurers battle for business
Continued from previous page
surance coverage."

Under the general heading of fi-
nancial services, one of New
York's biggest white-collar indus-
tries, AIG also sells professional li-
ability insurance for the whole·
range of service providers, includ-
ing lawyers and accountants.

In the new banking division,
AIG competes for bankers blanket
bond premium dollars from huge
banks and savings institutions.

"Initially, our goal was to assem-
ble as much of as many coverages
as we could for the financial poli-
cyholder," Mr. DeAlessandro said.
"Now there's virtually no avenue
of risk for which we can't put to-
gether coverage."

AIG is researching new financial
exposures created by electronic
fund transfer systems, high-tech-
nology banking mechanisms that

many experts say elude coverage
included under the bankers blan-
ket bond. Also in the think tank

are new products designed to pro-
vide financial guarantees against
losses in volatile money markets.

"The 1980s will be a new era of

equity-based insurance," Mr.
DeAlessandro said. "Many firms
are now working to quantify the
growth and decline of a whole
bevy of new concepts relating to
financial successes or failure."

Although Lloyd's of London was
burned with lease-value guaran-
tees for computers, AIG is re-
searching the general idea of resid-
ual-value guarantees and lease
values. Although the new products
are intended for use around the

nation, New York is both a prime
market and a major laboratory.

"New York is certainly a major
center, along with Chicago, Los

SOME FORTUNE 500 COMPANIES ARE
MORE FORTUNATE THANOIHERS The FORTUNE

*500. It's the most

prestigious group of corporations in the world. No wonder so many
of the FORTUNE 500 depend on the most prestigious aviation under-

writer for their corporate aircraft insurance needs.
Since 1929, Associated Aviation Underwriters has led the way in

providing aviation insurance programs for the nation's leading
corporations. Today, A.A.U. provides much more. Fbr example, we

maintain aircraft exclusively for our adjusters' use so many claims can
be settled right on the spot. We can even provide professional

flight department evaluations upon request. You won't
find a more kowledgeable staff anywhere.

So if you've invested a fortune in an aircraft, take
a hint from the FORTUNE 500 and call on Associated Aa, 9

Ayiation Underwriters. You'll join a very .9.91'
large, prestigious group, too. FIXING FIRST CLASS

ASSOCIATED A\lATION UNDERWRITERS K 1,01 Sret·i. Xew),4 Xew)'t,rA lifu AT1-ANTA CHICAC© PAL!.AS rENVER DFTROIT KANSAS C111 105 ANGFLES SAN FRANCISCO SEATTl E

Angeles and other large cities. And
though I believe we are a major
force in New York, we have yet to
scratch the surface of the potential
for the New York area," Mr.
DeAlessandro said.

What INA may lack in develop-
ment speed, it makes up in volume.
INA, the larger of the two titans,
drew net written premium of $3
billion in 1980, an 8% increase over
1979 for its property/casualty in-
surance group. Though INA Corp.,
the parent of the insurance firm, is
based in Philadelphia, New York
City is fast becoming the INA in-
surance headquarters.

The international and special
risks division, led by President
John C. Morrison, provides the nu-
cleus of a growing number of spe-
cial insurance divisions. Unlike

most other insurers, including
AIG, the INA headquarters is mid-
town, in the same building as giant
brokerage Alexander & Alexander
and across the street from Marsh &

McLennan.

Aimed at covering giant com-
mercial risks, the special risks divi-
sion is drawing the cream of INA
staff from around the country. As
the staff builds, INA seems to split
into even more complex divisions.

In the last year, it expanded its
professional liability insurance op-
erations, began a special product li-
ability program for French firms
and formed INA Energy, a special
underwriting group.

The energy division followed
AIG's by nearly a year, but has the
same general strategy: to gather
the best of INA's experts in energy
risks and have them handle all en-

ergy-related exposures.
"Our energy group is primarily a

marketing group," said Arthur H.
Liebelt Jr., president of INA En-
ergy. "Our account executive be-
comes the entry point for coordin-
ating all the coverage for energy
risks, from oil rigs to solar power.

"Our job is to provide all the cov-
erages we can at the best price we
can. And right now that's not too
hard. There's plenty of capacity."

Oil companies, a major source of
INA Energy revenue, have been
moving steadily into the Sun Belt,
but New York is still the center of

energy activity, he said.
"Many of the oil firms are still

here and, of course, many utilities
are based in the New York metro-

politan areas. INA has been a con-
sistent factor in the utility market-
place.

"New York is still where most of

the action is, and INA is very
strongly committed to New York
City as a base for its international
spread of risks," he said.

Poised for international risks,
INA is watching New York as the
main port of entry for foreign
companies looking to expand or in-
vest in the United States

"Certainly our activity in world-
wide risks is increasing as a result
of this factor," he said. "But New
York in general remains a strong
source of business.

"Something must be happening.
There's a building boom on and a
continuing demand for office
space. Some corporate headquar-
ters are moving, but they are not
moving very far-into New Jersey
and Connecticut."

In the New York arena, the test

of competition is being run. Insur-
ers' financial results will tell which

is more creative and better able to

withstand the competitive market.
The underwriting decisions and

marketing plans made on William
and John streets and uptown are
the tactics that could win or lose

the battle for business and profits.
"This is what will show the dif-

ference between the good un-
derwriters and the inexperienced
underwriters in the long run," Mr.
Liebelt remarked. •
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·roys 24us®doesn't
kid around without us.

Nobody watches over kids more carefully than
TOYS » US. And when it comes to insurance, they
don't play around either. They depend on the orga-
nization that companies like Ernest & Julio Gallo
Winery, Eaton Corporation and United Van Lines
depend on. They depend on CSRU.

As a facility of The Continental Insurance Com-
panies, CSRU knows that risk management is
anything but fun and games. So we work hard with
producers to tailor-make primary, excess and
umbrellacasualty insurance and cash management
programs that suit the needs of their clients -
nationally and internationally.

And while no one can make your j ob child's play,
we can bring you the full range of Continental
products and in-house services. That includes re-
insurance, loss control and engineering and
industrial hyg-iene facilities, countrywide claims
service, services for captive insurance companies
and ocean and inland marine insurance.

When you need us, finding us isn't a game of
hide-and-seek. We've got offices across the country
eager to review your agent's or broker's proposals,
and help put them into action.

Ask your agent or broker to show you how, and
why, CSRU has grown up from the new kid on the
block to the market hundreds of brokers, agents
and companies shop at. Or Write: R. H. Dorgan,
Vice President, Continental Special Risk Under-
writers (CSRU), 83 Maiden Lane, New York,
NY 10038.

Take a look at the risks we take.- AC

CSRU-/
Continental Special Risk Underwriters
83 Maiden Lane, New York, N Y 10038

A laolity ol The Continental Insurance Companies: subsidiaries of The Continental Corporation
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REINSURANCE
PROPERTY
Excess of Loss & Pro Rata

Treaty and Facultative

CASUALTY
Excess of Loss

Treaty and Facultative

Dominion Insurance Company of America

-/Y //
A strength in the United States market

127 John Street, New York, N.Y. 10038
Telephone: (212) 635-2700 TWX: 710-581-3981

NYINSURANC.XCHANGE

Exchange is a success
after year of operations

By HARRY J. HARVEY

When the New York Insurance

Exchange began operations on
March 31, 1980, it was indeed the
beginning of a new era for the
American insurance marketplace.

Architects of the concept and
those who supported the exchange
from the v€ry first recognized that
the facility contained the major
elements necessary to become a
formidable force in the interna-
tional insurance structure.

The time was right for the for-
mation of an exchange in the
United Stazes. The multinational
movement had taken hold and

worldwide exposures were increas-
ing at a rap. d pace.

The location was right. New
York is the seat of some of the

Worldwide

Facultative Property
Reinsurance«_--
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INCREASE
Substantialin Admitted Capacity in Primary, Excess and/or

Quota Share, Builders Risk, Named Perils, DIC and/or All Risks

KALER CARNEY LIFFLER & CO., INC.
Underwriting Managers

127 JOHN STREET, NEW YORK, N.Y. 10038Telephone: (212) 747-1260 Telex: WU 12.9243 .
OR CALL TOLL FREE: 800.221-4280

world's most prominent financial
institutions, the center of daily
million-dc·llar insurance transac-
tions, and one of the international
money markets.

Also, the cautious approach
taken by exchange leaders was a
correct position. Growth for
growth's sake was rejected by the
expert underwriters whom the fa-
cility attracted. Given the pitfalls
in the soft market which existed

when the facility started opera-
tions-and which still exists today
-exchange leaders opted for pru-
dent, steady growth, using sound
underwriting judgment and careful
risk selection.

The results show that the ex-

change has had a successful first
year of operations.

From its beginning of zero pre-
mium dollars, the exchange has re-
corded $61 million in written pre-
miums in the first 12 months,
mostly in treaty and facultative re-
insurance. Professional reinsurers

in the regular market have not
done as well, primarily because of
the fierce competion in today's soft
market.

The first-year figure is even
more impressive when one takes
into consideration that exchange
leaders had predicted the facility _
would do only $50 million in its in-
itial year.

The number of participating un-
derwriting syndicates on the New
York Insurance Exchange has
grown from 13 to 23. When the fa-
cility was launched, there were 42
broker members. Today there are
53.

In the facility's first 12 months, it

has attracted the interest and par-
ticipation of many foreign entities,
a significant fact.

Continued emphasis on an en-
vironment free of any unnecessary
restrictions will insure their ongo-
ing involvement and participation
in the exchange.

Reed Stenhouse joined the ex- '
change wearing a number of hats:
broker member, reinsurance bro-

Harry J. Harvey
of Reed Stenhouse Cos. Ltd.

ker member and partner with the
Continental Corp. in an under-
writing management company,
Continental Reed Stenhouse Man-

agement Co., one of the original
underwriting members of the ex-
change.

This year, as the first anniver-
sary of the exchange approached,
Reed Stenhouse created the South

Place Syndicate with Continental

GENERAL COVER UNDERWRITERS
ASSOCIATION

(GCUA)
127 John St. New York, N.Y. 10038

(212) 344-2620

Services for its members and their

subsidiary Companies throughout the
United States & Canada

All Commercial Property Policies Including-
Multiple Location & Reporting Form Contracts

Commercial Multi-Peril Policies

Commercial Property Policies

Industrial Property Floaters

Manufacturer's Output Policies

MEMBER COMPANIES

General Accident Group
Great American Insurance Company
The Hanover Insurance Company
Maryland American General Group
Millers National-Illinois Group
Providence Washington Insurance Company
Security Insurance Company of Hartford



and with insurance industry par-
ticipants from all over the world.

Shareholders of that syndicate
include: AGF Reassurances,
France; Canadian Indemnity, Can-
ada; Elite Insurance Co., Canada;
Finnish Marine Insurance Co.,
Finland; Hafnia-Haand I Haand of
Denmark; Lumbermen's Mutual
Insurance Co., United States; Mo-
torists Insurance Cos., United
States; Nissan Fire and Marine,
Japan; Norden Gruppen, Norway;
Northland Insurance Co., United
States; Phoenix Assurance Co.,
United Kingdom; People's Insur-
ance Company of China; and Se-
guros America Benamex, Mexico.

Other foreign-owned entities
were there at the exchange's be-
ginning as well. The NRG America
Syndicate represented French and
Dutch participants, for example.

Today, the number of foreign
participants in the exchange has
increased significantly. Syndicates
boast members from the Japanese,
German and Chinese markets.

One underwriting member, the
Candon Syndicate, has been capi-
talized by individual investors
through the purchase of shares in
its holding company, the Interna-
tional Insurance Investors, listed
on the Luxembourg exchange.

It is estimated that roughly 30%
of the total capitalization of the ex-
change comes from foreign fund-
ing and that there are approxi-
mately 100 foreign entities now re-
presented on the exchange.

However, if the exchange's per-
formance to date is impressive, its
potential for growth over the next
decade is even more so. The ex-
change is already insuring many
worldwide accounts, including U.S.
corporations with facilities abroad

NewYork
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and foreign multinationals with
branches and subsidiaries in the
United States. That trend will cer-
tainly continue as the need for al-
ternative international insurance

markets grows.
In addition to its meaningful role

as a market for unusual and so-

phisticated risks, the exchange is
expected to become a significiant
market for large commercial risks
of U.S. and multinational accounts.

Furthermore, if the U.S. insur-
ance market begins to harden next
year as sonne in the reinsurance
field predict, the insurance capac-
ity•of the exchange will represent a
viable market for corporate risk
managers who have lived through
the capacity crunches of past years.

However, the genuine potential
for growth of the New York Insur-
ance Exchange will emerge when
the facility is permitted to write di-
rect U.S. surplus lines business. At
present, there is legislation pend-
ing in New York to allow the ex-
change to write such business in
states other than New York.

That legislation has total insur-
ance industry support and its pas-
sage will open the door for a signif-
icant increase in business. The law

could be passed this year.
There are those exchange enthu-

siasts who have characterized the

exchange as a new international
market, intended to dilute the
domination of Lloyd's.

However, that characterization
misses the p.lt. The exchange
will achieve gro*rth and, as it does,
certainly it will affect markets that
have benefited from U.S. premium
dollars going overseas.

But international and multina-

tional business exposures have also
been growing and will continue to
grow at an even more rapid pace.
In the next decade, there will be
the need for alternative insurance

' markets capable of assuming the

risks that will emerge.
It is estimated that over the next

10 years, the exchange will have
written more than $1.5 billion in
premiums, compared to $4.5 billion
produced by Lloyd's during the pe-
riod.

New Technologies and new
areas of man's exploration will re- .
quire multiple viable insurance
markets. It will be a new era in

which boundaries among internal
markets will disppear and the
world will look upon a global in-
surance industry.

With such a futuristic outlook,
the New York Insurance Exchange
truly represents a milestone.

.

Harry J. Harvey, a 30-year veteran
of the insurance industry, is a
member Of the board of Reed Sten-
house Cos. Ltd. and of its ezecutive
committee, where he is responsible
for international marketing and
development.

Do

'the reinsuraAceindustry Burt and Sch d, a member
Ormond Reinsurance Group, can handle all your

facultative needs dollar for dollar with the best service
in the industry!
For more information, call us today, TOLL FREE at US
800/874-4840 or in FL*BOO/342-5621

BURT AND SCHELD
Post Office Box 2574/Ormond Beach, Florida 32074
TELEX 56-509/Answer Back BURTSHELD ORBH

A Member of the ORMOND REINSURANCE GROUP

6 *We Listen BeforeWe Speak"

Somewlfere along the line,
traditional insurance brokers

started calling themselves "risk
management specialists.' In name,
this created an appropriate bal-
ance with corporate risk managers,
but there was little substantive

change. And intentionally so.The
old system worked well for them.

This, however, was not true
in all cases. Risk Management
Economics, a division of BRI
Coverage Corp. was created. It
was not an existing unit with a
new name. Nor is it an insurance

broker doing another job. RME is
a new group of financial and man-
agement specialists brought .
together to function as an effective
counterpart to risk managers.
They recognize the need for differ-

ent dimensions of financial and
claim management.To offer inno-
vation rather than traditional
answers. To reevaluate and rede-
fine the role of insurance in a

companys risk management pro-
gram.To evaluate numbers against
reality and reality against num-
bers. To listen... and to attack the

true source of insurance expense
- the cost of claims.

For an example of the
Risk Management Economics
approach to risk management,
talk to someone who has taken

advantage of our original thinking.
And if you even suspect. as we do,
that there are not standard solu-
tions, call us and find out what
we can do

for you. lialk 16 Us.

BRI Coverage Corp.
WiC William Street. NewYork. NY. 1(*)38 212-233-7171
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Exchange growth rests on rule changes
By DAVID SPERLING

Anxious to see the New York In-
surance Exchange succeed as a
worldwide market, state regulators
are pushing hard for changes to
open the market directly to out-of-

state risks.

The exchange concept, which,
like Lloyd's of London, taps the fi-
nancial resources of underwriting
syndicates to insure commercial
risks, already has imitators in Illi-
nois and Florida. The insurance

0 I

Announcing
a brand

SERVICE
for Producers

The
Program
Concept'
is now available iii

many states through

AGENCY

FACILITIES LTD.

also, y«,ur c«Impetitive
market for:

e Property/S.M.P.'s/D.I.C.'s
• Reinsurance-Treaty and Facultative
• Commercial Auto Physical Damage
. Products Liability

(occurrence or claims made form)
• Umbrellas

. Buffers

• Auto Liability-Primary & Excess
. The Unusual

CALL TODAY FOR DETAILS ...

(516) 482-7022
(212) 89 5-7607

Telex: 96-0257

Qwip: 4516) 482-1401

AGENCY

FACILITIES LTD.
103 CUTTER MILL ROAD

GREAT NECK, NEW YORK 11021

and now another location...

45 John Street-Suite 504
New York City, NY 10038

(212) 732-3410
Telex: 12-494 Opening soon in Melrose Park, PA 

and investment community around
the world is carefully watching
this toddling marketplace to see if
the idea can spread successfully
and if the market will have a role
in the worldwide insurance busi-
ness (see related story).

Though growing slowly in the
past year, the New York Insurance
Exchange is not yet running away
with worldwide business.

The exchange is counting on the
state Legislature to open a flood-
gate of new direct business, insid-
ers say. And exchange brokers are
pinning their immediate hopes on
a bill now pending that would per-
mit the exchange to underwrite
out-of-state risks against direct do-
mestic insurance underwriting.

Brokers complain that too much
regulation-such as stiff restric-
tions on New York risks and the
prohibition against accepting out-
of-state risks-has severely ham-
pered growth of the exchange and
therefore limited the profit poten-
tial for brokers.

The bill, which was passed by
the Senate in early April, would
enable the exchange to compete in
the excess/surplus markets of the
other 49 szates.

It is sponsored by Sen. John
Dunne, former chairman of the
Senate Insurance Committee, and
Sen. Warren Anderson, the major-
ity leader. Gov. Hugh Carey intro-
duced the bill earlier this year as
part of his 1981 legislative package,
an indication of strong support.

Approval of the bill could boost
exchange business by more than
100%, said Mario Carfi, chief of the
state Insurance Department's In-
surance Exchange Bureau.

"With passage of this bill, the ex-
change could have more direct in-
surance underwriting than rein-
surance," Mr. Carfi said. Reinsur-
ance currently accounts for nearly
all the exchange's business.

The legislation, which would
take effect immediately, could net
the exchange an additional $50
million in gross premiums by the
end of the year, he said.

Prospects for the bill's approval
are "very good," he said, but added
nothing is certain.

Since opening its doors more
than a year ago, the exchange's
ability to accept risks has been lim-
ited almost exclusively to reinsur-
ance. New York-based risks are el-

igible for the exchange only after
receiving up to five rejections from
New York Free Trade Zone insur-
ers, a special group of insurers that
can underwrite selected risks with-

out regard for state rate and form
requirements.

Foreign rihks are legal exchange
targets, but a flood of worldwide
insurance capacity has kept foreign
business down to a trickle.

Despite regulatory handicaps,
Mr. Carfi says the exchange's pre-
mium volume for the first quarter
of 1981 was $33.7 million-a.120%
increase over the first nine months
of 1980.

The results, however, are some-
what misleading, he concedes,
since insurance contracts nego-
tiated in late fall generally take ef-
feet in January.

Nevertheless, Mr. Carfi attri-
buted the slow but steady gains to
"greater recognition and familiar-
ity" with the exchange. The Insur-
ance Department, he said, has just
recently concluded a series of se-
minars designed to inform agencies
and brokers about the placing of
special risks in the exchange.

The exchange is growing not
only in premium volume, but in
membership, too. The exchange
now boasts 48 broker members and

23 underwriting members, Mr.
Carfi said. The exchange had 13
underwriting syndicates and $60

Mario Carfi, chief of the state Insurance
Exchange Bureau, attributed the slow but
steady gains to 'greater recognition and
familiarity' with the exchange.

million in combined total capital
on opening day 14 months ago.

Despite its growth, Mr. Carfi
concedes :hat the exchange has a
long way to go before making in-
roads into the worldwide business
of Lloyd's of London. While the
exchange has an "unstated goal" of
competing head-to-head with
Lloyd's, he said, the market's more
realistic goal is to stem the flow of

insurance dollars to London.
U.S. companies pay $2 billion in

insurance premiums to Lloyd's
each year, he said. "We'd like to
recapture some of that and com-
pete in foreign markets."

The exchange, he said, plans to
become more active in direct-writ-

ing business, a "move vigorously
into the insurance markets of other
countries." .

The Difference: Ease of Use

Insurance Profit Center
VS

Cash Flow Programs

The Insurance Profit Center (1 PC) is structured as a conven-
tional retrospectively rated policy where the insured
corporation rather than the insurance company earn the
investment income on the loss reserves.

Any agent/broker can use the I PC to write new business by
taki rg 6 easy steps:

1. introduce concept to prospect
2. Obtain underwriting information
3. Submit underwriting application to an insurance carrier
4. Request insurance carrier to quote I PC program
5. 'Request ANECOM to prepare a cost comparison
6. Present sales proposal to your client

For a special. brochure on "How to Sell The Insurance Profit
Cen-er" please call (212) 233-6290 or write:

R ANECOM
Aneco Marketing Company Ltd.

111 John Street

New York, NY 10038

STEN-RE, COLE
Reinsurance for

PROFESSIONAL

ASSOCIATIONS
or

PRIVATELY-OWNED

CAPTIVE COMPANIES.

We have the necessary
capabilities through both
domestic and Lloyd's
markets.

STEN-RE, COLE& ASSOCIATES, INC.
HOME OFFICE: ATLANTA BRANCH:

100 Broadway 3951 Snapfinger Parkway
New York, New York 10005 Decatur, Georgia 30035

212-732-7868
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Times are changing for excess/surplus
By GERARD J. NOLAN

To say that this is an interesting
time for excess/surplus brokers
would be to understate the case by
the proverbial mile. With the ad-
vent of the Free Trade Zone and
New York Insurance Exchange,
and the revision of state rules con-

cerning excess/surplus lines, every
New York excess broker is chang-
ing his spots or stripes.

The Free Trade Zone is a collec-

tion of various licensed carriers in
New York State that have applied
for a separate license, basically in-
volving a $1,000 fee and an office
in New York state. They can write:

• Risks in excess of $100,000 in
annual premiums.

• Unique and unusual risks
"from dollar one."

Previously, latter risks were
placed in the excess/surplus mar-
ketplace. Without repeating the
"laundry list" of categories eligible,
special risks can run from "abor-
tion clinics" to "zoos."

The basic goal of the state Insur-
ance Department has been to ac-
commodate classes of risks pre-
viously exported to the non-admit-
ted marketplace and make cover-
age available in the licensed and
the Free Trade Zone marketplace.
Insurance Superintendent Albert
Lewis' major concern is to be as-
sured of securing all necessary pre-
mium taxes owed to the depart-
ment without being concerned
with proper reporting by ex-
cess/surplus producers on behalf of
non-admitted insurers.

One of the major reasons to es-
tablish the zone was to permit in-
surers to have total freedom of rate

and form without any necessary

Both the Free

Trade Zone and the

exchange are now
'alive and well.'

filings or prior approval by the In-
surance Department.

Both the Free Trade Zone and

the New York Insurance Exchange
are now "alive and well," but with
qualifications. Both must contend
with today's soft direct market-
place and equally soft facultative
and treaty reinsurance market-
place.

Today's conditions almost totally
offset a pressing need for either the
zone or the exchange. Neverthe-
less, the framework has been es-
tablished for both, perhaps one
year too early. This framework has
provided the basis for writing busi-
ness free of rate and form without

regulatory intrusion.

Long-term value

The consensus among many pro-
fessional insurance people is that
both will be ultimately viable over
an extended period of time, even if
each is experiencing difficulty in
the soft marketplace.

The New York Insurance Ex-

change's story began on July 21,
1978, the day Gov. Hugh Carey
signed legislation that established
both the Free Trade Zone and the

New York Insurance Exchange. In
keeping with this legislation, Su-
perintendent Lewis put Regulation
86 into effect, which implemented
the Free Trade Zone section of the

legislation.
A committee was established to

prepare the exchange's constitu-
tion. The committee was chaired

by Mr. Lewis and other leaders of
the insurance community.

Both the exchange and the zone
were established in an extremely

NewYork
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tight marketplace almost totally
void of capacity, which seems hard
to believe since it has moved al-
most 180 degrees to a totally open
marketplace with abnormal capac-
ity.

The goal of the exchange was to
stem the flow of insurance dollars

abroad, mainly to London, and to
to be a U.S. version of Lloyd's of
London. This was not necessarily a
new idea, but many thought its
time had come, although the soft
marketplace has had harmful ef-
fects.

At any rate, after substantial Do-

litical maneuvering, the New York
Legislature enacted the exchange's
constitution into law. Gov. Carey
signed it in September 1979.

There are approximately 90 to
100 licensed zone carriers. Some of
our own excess carriers are ac-

tively participating in the zone and
aggressively seeking unique and
unusual lines.

As an excess/surplus broker, I
feel that our firm has discerned the
inevitable: We have suggested to
all of our non-licensed companies
that they immediately come into
the zone as licensed insurers.

Non-admitted doesn't pay

The reasons for staying non-ad-
mitted have been substantially di-
minished with the advent of the

zone. The major reasons for non-li-

:t

.2*,.

Newly organized company

Company going public

censed insurers not joining as li-
censed carriers are:

• Assessments from the residual

plans, such as assigned risk plans
and fair plans.

• Regulatory control.
• Taxes.

The assessment feature is mini-

mal since the excess/surplus mar-
ketplace represents roughly 3% to
5% of the overall property/casualty
insurance marketplace. Further,
with the freedom that the Insur-

ance Department has provided in
the zone, the regulatory constraints
should not be a material considera-
tion.

On the tax issue, we feel that our
partners in productivity should ac-
cept this feature as a normal bur-
den of doing business.

The New York Insurance Ex-

change is a separate entity aside

from the zone.

For the present, the exchange is
basically handling:

• Treaty reinsurance.
• Facultative reinsurance.
• Direct New York business

(theoretically rejected by the zone).
• Other U.S. direct business.

• Foreign direct business.
The exchange's plan is to prod-

uce business on classes that hereto-

fore were not acceptable to the
standard brokers, whatever that
may mean in today's crazy market-
place.

The New York Insurance Ex-

change syndicates have extreme
flexibility in doing whatever they
wish to do, subject to their own
treaty reinsurance commitments.
Most of these syndicates are ex-
tremely well-capitalized, the mini-

Continued on next page

DECLINED

n Company going private
Fl A quasi-governmental agency
n Company closely held

call IM
CMI specializes in D&0 coverage for small-
to-medium size companies. Especially ones with
problems or complications. We are not inclined
to decline. We would rather use our expertise to
structure a program that can provide the smaller

organization the kind of coverage so impor-
tant for effective management today. For com-
mercial risks with assets up to $150,000,000
(or non-profit organizations of any size), CMI
means D&0.

CMMU
CAPACITY MANAGERS INTERNATIONAL, INC.
160 Water Street, New York, NY 10038 (212) 344-5300

10 S. Riverside Plaza, Chicago, IL 60606 (312) 641-3377
3345 Wilshire Blvd., Los Angeles, CA 90010 (213) 380-3770

485 Route 1 South, Iselin, NJ 08830 (201) 750.0030
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P-l Corporation
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in any salvage situation, every minute counts. You'll save
money if you get a crew of experts on the scene fast.

HOME OFFICE: 1601 E. Unden Avenue, LInden, N.J. 07036

201-925-5500
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WE'VE GOT SOMETHING BETTER!

A computer system that can lead you to a paperless office,
where complete policy information will be available to you at
the touch of a button.

Advanced Datapoint technology combines with ETC's exten-
sive experience in agency automation to bring you 0VS¥stem,
developed and customized exclusively for your agency. For
accurate billing and data retrieval, sophisticated word proces-
sing and integrated marketing, JNS¥stern is your complete
agency computer system.

For more information, or a demonstration, call us, toll free, at
(800) 431-9984. There's no obligation, except to your agency.

a#-0.2£ electronic tabulating corporation
FOWE69 the leadire innovator in insurance agency automation

BOX 728, NEWBURGH, NEW YORK 12550
(800) 431-9984 •N YC.: (212) 294-2750 •NY S.: (800)942-5856

Excess/surplus markets
are changing in New York
Continued from previous page
mum capitalization being $3.5 mil-
lion.

Nevertheless, many syndicates
are capitalized beyond this mini-
mum qualification. If you take the
present 23 syndicates plus the 60-
odd brokers, yoi are talking about
an overall investment of approxi-
mately $125 mil.ion. As of March 1,
the exchange had wri -ten approxi-
mately $55 million of coverage.
This is a trerne ndous accomplish-
ment in toda>'s marketplace.

All transacions on the exchange
must be made through a broker
member or an associate broker.

The initiation fee for a broker

member is $10,000 ansi the annual
dues, as preser tly ccnstituted by
the board of gcverners, are $1,500
at a minimt.m and $25,000 at a
maximum. Tnere is E further an-
nual assessment for a oroker mem-

ber of $4,000.

The associate brcker must pay
an initiation fee of 51,003 plus a
mimimum anrual assessment of

$1,500, plus a 55,00) loan certifi-
cate, which can be redeemed. Thus
it costs an assoc:ated broker at least

$7,500 to join.

Assessments can rise

A broker's annua. assessment

can increase, depending on the size
of the staff.

Regulation 83 of tie Insurance
Department controls the interfac
ing of the Free Trade Zone and the
exchange. 0-ir company is privi-
leged to be designated as a repre-
sentative 6f tne excess./surplus bro-
kerage community as a member of
the Broker Advisory 2ommittee of
Free Trade Zene Interface with

the NYIE. The poin: of this "inter-
face" is that risks theoretically are
to be submitted to the zone brokers

before going into the exchange on
a direct basis

The requisite declinations must
be secured prior to submission to
the exchange. However, this proce-
dure may not be as difficult as it
sounds. Brokers have access to the
zone list and c:an contact the ex-

change diredy on individual risks,
subject to the interfacing frame-

work.

It has been said by some people,
including this writer, that the ex-
change is probably the most unique
:nd fascinating concept to come
along in one's insurance career.

The zone has been met with

mixed emotions on the part of
some. Others, including this writer,
feel that the exchange constitution
provision requiring prior zone re-

Gerald J. Nolan

of Parkington Associates Inc.

rection on direct business may very
well be tested in the courts as being
a restraint on trade, or unconstitu-
:ional.

This "testing" may very well be
academic if the state Legislature
revises this provision in the law, as
is being suggested by some propo-
nents (see related story).

London underwriters are, and
should be, worried about a sub-
stantial loss of business, although
what they will lose on the direct
side, they will pick up somewhat
on the reinsurance side.

When you consider that approxi-
mately 60% of the the London pre-
mium market flows from the

United States, you can understand

why many Lloyd's brokers and un-
derwriters are considering packing
their bags and buying one-way
tickets. There is no reason why
there should be a substantial flow
of dollars from the United States

into London, particularly if we be-
lieve we have the expertise on this
side of the water to write unique
and unusual business.

All agents and brokers should
consider the Free Trade Zone and

the New York Insurance Exchange
on unique and unusual special
risks of an excess/surplus nature.
An excess/surplus broker should
have access to all Free Trade Zone

companies, not just one, as well as
good non-admitted excess/surplus .
carriers and the exchange.

It should be clear, though, that
support of the zone is not criticism
of the present excess/surplus mar-
ketplace, which is an excellent
one.

Available markets

The agent/broker should go si-
multaneously to the standard mar-
kets, the zone markets and the ex-
cess/surplus markets. With this ap-
proach, the agent/broker will
maximize the service he gives to
his clients by seeking the most
competitive premium level in all
markets.

There is no doubt that both the

zone and the exchange will be a
success. It may not be immediate,
but very few things can be accom-
plished in a short period of time.
We must wait and see.

Time and time alone will tell

whether the exchange will truly
follow its original design: an
American Lloyd's.

Gerard J. Noian, CPCU, is president
of Parkington Associates Ltd. of
New York City, a special risk er-
cess/surplus brokerage. He is an
adjunct assistant professor at the

College of Insurance, teaching an
excess/surplus lines underwriting
course. He is also founding presi-
dent of the New York State Excess
& Surplus Lines Assn. and is a
charter broker member of the New
York Insurance Exchange.
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INLAND MARINE RISKS?
We offer producers facilities for
insuring all classes, capacity to cover
all sizes, expertise to make sure their
clients are properly protected and enjoy
competitive rates.

NewYorkMarine Managers, Inc.
Underwriters and Managers representing American
Companies for MARINE INSURANCE-ALL CLASSES

123 William Street, New York, N.Y 10038
Phone: 212-349-1600 Telex: 129200NYMM NYK

Producer inquiries invited. Contact Bill Tap.



Harnessing health costs
By Kenneth W. White dren covered by plans

• Surgical-center coverage, or in some Cost-containment steps
HEALTH INSURANCE companies are cases, a higher percentage of allowable

aware of tne impact of increasing charges for surgery done on an outpatient
costs on employers To mee: th s problem, basis save benefit plan budgets
many companies t ave been introducing • Skilled nursing facility coverage
cost-saving incer tl es into tneir health m- • Exclusion of unnecessary drugs and being applied in the design of benefit well as an extension of inpatient care
surance benefit plans treatment from coverage plans Here is a brief look at them

For example in a survey undertaken • Drug and alcohol rehabilitation out- Preventive care
late last year, the 14-largest health insur- side of a hospital setting Ambulatory surgery

Because of their experimental nature,ance companies were asked w hich cost- • Organ transplants, especially in cases These benefits are usually treated as an preventive-care benefits are not yet wide-containment featires the.r policies now of advanced renal disease where the extension of inpatient benefits with the ly available, and when available are
contain were not available 10 years ago short-run cost of the transplant is less ex- same level of coverage as surgery per- usually listed in the contract as additionalAll of the compar ies responded that they pensive over the long-run than dialysis formed on an inpatient basis benefits The most widely covered benefithad added second surgical opinions for treatments

It is important for employers to encour- for preventive care to date lS well-baby
elective surger> to their standard cover- • Post-discharge testing, allowing age their employees to use ambulatory care As experience is accumulated, insur-
age during this per.od Eleven companies many patients to leave the hospital when surgery when appropriate, stressing both ance companies are likely to expand pre-
reported that tney had covered this for well-enough and return on an outpatient the advantages to the patient and the po- ventive care coverages
more than 10 years basis for post-treatment testing tential savings

Other cost-containment featires incor- • Employment of staff rehabilitation Cost sharing
porated over the past decace Include specialists trained to consult with doctors Pre-admission testing

Employee cost sharing through deduct-• Coverage f)- home health care in m catastrophic cases in order to facilitate
The health insurance business believes ibles and coinsurance provides an excel-lieu of hospital.zation and as a separate more effective, especially cost-effective,

benefit treatment that pre-admission testing programs offer lent incentive for people to use health-care
• Preventive (05 erage, such as routine As an employer, you should be aware of the potential for reducing both the cost per services economically and for providers to

immunizations and examirations for chil- how common cost-saving measures are hospital admission and time lost from deliver cost-effective services
work Pre-admission testing is especially To prevent unduly burdensome out-of-

p - 6 :12 , '5 appropriate in cases of elective surgery pocket expenses, deductibles are within a
' i p I ./

1*:28Z'*. %* : 21"VE when a battery of pre-admission tests lS reasonable range and often the coin-
'<*S I l

. 52
required Testing should be done in a hos- surance rate, for example 20%, applies onty

./-'t. . X,: ,.6325®an pital's outpatient facilities up to a ceiling above which the insurance
-4(21* . 2.", +I : aK;X + Such testing requires the extension of company pays all additional eligible costs

.. . *in inpatient hospitalization benefits to cover
I ./ .

I f . outpatient expenses To prevent misuse, Coordination of benefits
'46

... *St, r.t::-4-. these stipulations are often made Coordination of benefits minimizes du-
-

-- • Diagnostic tests are not covered plicate claims payments, thereby cutting
• Testing is covered for a limited time expenses Under benefit coordination, the

prior to admission individual's health-care benefits do not ex-
4- I • Testing must be ordered by the at- ceed 100% of allowable medical expenses- - t .7

tending physician A recent study of group medical-care in-
, ..,//3 • A forthcoming admission must be surance benefits shows that coordination-

confirmed before testing occurs of-benefits provisions resulted in savings
,- • The hospital should not require duph-

, 2 ' . amounting to 3 8% of total benefits
cate tests

. 4 4; Benefit coordination, of course, is ac-
-

V
:. Pre-admission testing benefits generallY tually an integral part of the claims pro-

.-,<,liti:Fiuhal'. it.*Al. ''. can be added to a benefit package at no
C I cess As benefit plans have become more

.*.'%34* 9''  . : additional cost In one survey conducted complex, reflecting the broadening scope
by the Health Insurance Assn of America, of covers and expensive technologies,

't· it was found that 100% of the responding claims review has become increasingly ef-
%) I , .., . , companies offered coverage for cost of ficient

-

:-- ''.'' ., . .h outpatient pre-admission tests for elective. 414 n

s , .-..4,4.-·Efff, 51.Ir , ..:i, & 'C. r .: The study of the 14-largest insurance
surgery companies, as mentioned earlier, revealed

:*
V" Second surgical opinions that all have computerized claims pay-

.r

, , .1-B ment Most have had partially or fully op-
Despite some controversy, insurance erational systems since the early to mid-

*4<4..f = A- ' companies view second surgical opinions 1970s

. .2"-4 -.1 ..,<% f. 235 :I' :' ' 46 asa valid long-term approach to cost sav- All of the responding companies utilize,

«» ing and improved quality of health care outside auditing of large hospital bills Vir-
Many second-opinion programs are at- tually all of them also audit claims to spoths.t. f ..:

r #,60 -5 ,6'S;'55 ...., *,< 4> tached as an additional benefit to an insur- excessive charges and submit questionable
ance plan Still other plans automatically claims for peer and utilization review

'- 4 cover the cost of a voluntary opinion as an--523=j. 44: 1 7 54't<*f es'-) option The design of benefit plans varies, of
AL i"t- , course, from company to company Under-

23,-/35::i :/:..+.3- 2 .5. #./. . Some programs require patients to seek standably, no one company applies all of
. 2 *$... K. second opinion before insurance will pay the techniques listed above

- *g» ..j< , - ,· ·a . 5:?,ftintk; RS:f. >:,I for the surgery Other programs are volun- But there are enough cost-saving incen-
- 2, btfa...:e'.: f.t'< f,.:, 3.... Ef:3-f*'.--, tary Ingeneral, assistance in setting up a tives now available to give employers ap. .  second surgical opinion program and sim- fighting chance to hold down some of the

' . Mat :. , plifying the transfer of diagnostic records rising costs of health care and keep future9 ....+I:I.-' 5/.: i·..... f.*':..j' Tp' C., YAK, and tests should increase patient participa- costs from getting out of a firm's controlf,-:45044&
S'*;2€F,

tion
p 0 .' 24 5 4,

-'4 „-it05.

,·

'4:*27,67:- + 54':2:
4 *. :.A, .1.:35*

-a¥- *,-*, 2, Siii ' 'fd, 51 Home health care
' **aR#'f ' b V'*j ' Recognizing that a comprehensive range

19 ",BC.#Vt,61*.i of health-care services can be provided to Kenneth W White is vp
a patient at home, many insurance com- and general manager of..0,: 1'Sf panies offer such coverage whether or not the Health Insurance In-

. Stitute
4'*'2#t# d J 4, , *SZRI:SP. a patient has been in the hospital This en-

S580:*2 courages providers to view home health
i, . ties f)1 care as separate from hospitalization as
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By C. Frank Aldrich

R /rUCH HAS BEEN WRITTEN recently about the
1V1"cycle" in the primary property/casualty insurance
business. As usually described, it is a process in which the
industry plunges from a peak of adequate prices and
bountiful profits into a trough of red ink and reckless
price cutting, and then bounces back. From top to bottom
and back usually takes about six years.

Although the reinsurance business is affected by this

cycle, it has a cycle of its own, one that reached its nadir
15 years ago and has not yet touched bottom again. The
last reinsurance industry "bottom" was in 1965 when a
major hurricane, coming on top of already severe under-
writing losses, drove many participants out of the busi-
ness.

Staying in the business then required professional per-

formance. The companies that could provide it helped
overcome the capacity crisis that followed the washout of

.

Reinsurance needs

professional staff
1965. They were well-rewarded.

As time went on and companies in the reinsurance in-

dustry continued to make. money, a false impression was
created. It seemed that reinsurance operations were easy
to manage, that it was easy to create large cash flows with
a small staff.

Indeed, fast and profitable growth with a small but ex-
pert staff is possible in reinsurance, and this was doubly so
in the aftermath of the constructed markets of the mid-

Will it take another major hurricane ' 2
to send the reinsurance industry

to the bottom again?
tI

*4

1960s.

But all too many of the companies that have entered
reinsurance in the current cycle have met only part of the
requirement of a small but expert staff. Their staffs have
been small but not expert.

Price competition in today's marketplace is very keen.
There has been a parade of new entrants to the business
who have responded to its apparent attractions. Most of
these new entries are soundly financed.

There is considerable anticipation that severe downturn
in underwriting results is likely to alter this situation.

Many of the relatively new entrants are expected to
abandon reinsurance, not because they do not have the
financial resources to weather the expected storms, but
simply because they do not have enough people with rein-

surance expertise. Many are operating with unsophisti-
cated staff, and many are essentially without staff, de-

pending almost entirely on independent contractors to
whom authority has been delegated.

When adverse winds blow through the reinsurance in-
dustry, these organizations will find themselves pilotless.

Viewed on a long-term basis, the key issue in reinsur-
ance competition worldwide is staff expertise. No where is

this more pronounced than in the United States, where
half of the business originates and where domestic rein-
surers' share of market has increased dramatically in the
last 15 years.

The making of decisions in reinsurance is of particular
importance. For the most part, there are no small stakes
in this business.

What's more, the business is relatively unstructured.
For a lead reinsurer, the question is not so much "yes or

no," but "now." The possibilities are uncharted, limited
only to the requirements that solutions be responsive to
the client's needs and not objectionable from a regulatory
standpoint.

Additionally, the indvidual solution must be consistent

with the characteristics of the reinsurer's entire portfolio.
To be a successful decision maker in these circumstances

requires a broad knowledge of the business and its

techniques, and acute analytical talents.
Following this approach will add a small fraction of a

percent to the ratio of operating expenses to premium
during a period of slow growth. But the approach is one
calculated to maintain a better loss ratio than would oth-

erwise be possible, and to maintain a position of strength
for the future.

C. Frank AZdrich is president Of Kemper
Reinsurance Co.

Photo: Wide World

Court says liability policy was not ambiguous
FEDERAL APPELLATE court ruledthat in disputes over the proper inter-
pretation of an insurance policy, the para-
mount principle of construction requires a
court to consider the intention of the par-
ties. The court held that a professional lia-
bility insurance policy was not ambiguous

and clearly limited coverage to events oc-
curring after the effective date of the pol-
icy.

Jones-Western employed T.Y. Lin &
Associates to prepare shop drawings and
engineering calculations for the construe-
tion of an apartment building in Anchor-

age, Alaska. Lin completed its work in the

" legal briefs
fall of 1963. The apartment building col-
lapsed during an earthquake in March
1964.

Starting in January 1964, Lin carried a
professional liability insurance policy is-
sued by Continental Casualty Co., indem-

nifying Lin against "errors, omissions or

acts which occur ... during the policy pe-
riod." Continental brought this action
against Jones and Lin seeking a determi-
nation that it was not liable under the pol-

icy for damages that may be recovered by
Jones against Lin. The trial court ruled for
Continental.

On appeal, Jones argued that an event

covered by the policy may have occurred
during the stated policy Eeriod. The court
pointed out that while :he collapse oc-

curred during the policy period, Lin had
completed its drawings and calculations
several months before the policy was in

effect. "The policy provides coverage only

for the 'errors, omissions or acts' of the

insured," the court said, "therefore, it

covers only Lin's own acts or omissions
and not the collapse of the building itself."
Continental Casualty Co. vs. Jones-West-

ern & Lin, U.S. 9th Circuit Court of Ap-
peals, Oct. 27, 1980 (BI/03/My.-$5).

This abstract was prepared by Cases Un-
limited Inc. A copy of an entire decision
may be obtained bv sending a check for $5
made out to Cases Unlimited to Business

Insurance, 740 N. Rush St., Chicago, IU.
60611. Please list the number for the opin-
ion.
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WE'VE SET THOUSANDS OF FIRES because we need
thousands of answers. How do fires begin? Do you
need a spark? What gives a fire its direction? How far
will a dust explosion spread?
A As one of North America's largest industrial insur-
ance companies, Arkwright-Boston knows the
better we understand fire, the better we can prevent
and control it. And controlling damages can help
control rates.

11 Fire research has always been a priority with
Arkwright-Boston. At the 1500-acre Factory Mutual
System test site, the largest of its kind in the world,
we set thousands of fires...to study sprinkler heads,
spray patterns,water pressures, flammability...all the
variables that make fires unpredictable. ARKWRIGHT-
A Some people think it's unusual for an BOSTON
insurance company to spend so much INSURANCE
time burning things down. We think it's A-
the best way to keep things standing up. IMIisT UNUSUAL
Arkwright-Boston. A most unusual INSURANCE

COMPANY

insurance company
D.•30,1*Sist(t*%*,
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Golden Gate University features modem buildings and facilities.

Golden Gate now offering
graduate insurance degree

By CAROL G. BLITZER insurance education
SAN FRANCISCO Golden

Gate University can boast that
100% of the majors in its graduate
insurance and risk management
program have gone on to better
jobs.

The catch is there has only been
one graduate in the brand new
program, says Robert K. Entriken,
dean of the School of Risk Mar.age-
ment and Insurance.

That graduate is George H. Bres-
lin Jr., resident vp for Fireman's
Fund in Phoenix, Ariz., and "a
very able young man," Mr. Entri-
ken says. Mr. Breslin was an assis-
tant vp at Fireman's home office in
San Francisco before he completed
the program and was transferred.

He said the most important thing
he gleaned from the program was
the ability to sort out details and
get into a decision-making mode.

"I had to get into the hatit of
being organized," he says, n)ting
that anybody going through an
evening M.B.A. program w.th a
family, job and job-related travel to
contend with has to be motivated.

Although the master's program

Continental Underwriters, Ltd., offers coverage for any marine-related risk, domestic and
abroad, large or small, conventional or complex, for a clientele ranging from multi-national
corporations to fishing boat operators.

Our new special drvision extends onshore as well as offshore coverage to the oil and
natural gas drilling industries for rig physical damage, cost of control, loss of earnings,
seepage and pollution, drilling and re-drilling and comprehensive general liability.

Continental Underwriters, Ltd., has built a solid reputation for fair, competitive rates and
for experience and capability in insuring a broad variety of risks. Whatever your risk. we can
underwrite it competently, thoroughly with complete protection for you.

Call or write for a copy of our brochure -Continental Underwriters, Ltd., "Who We Are,
What We Can Do For You."

Continental Unde:writers, Ltd.A
419 Decatur St. New Orleans, LA 70130
Telephone (504) 581-7493 · Telex: 58-318 • 266052 CUI:ID

Correspondents at Lloyds of London

is very new, th€ Lriversity has
been involved in insurance educa-
tion since 1927 and has offered

Chartered Property/Casualty Un-
derwriter courses since 1946.

Thirty-seven sa.dents now are
enrolled in the master's program
and 13 are taking the final courses
required :o complete it. (Golden
Ga:e has 10,250 students, 7,450 of
whom are graduate s:udents.) Of
these about to finish, three are vps
and another five are middle man-

agement, says Mr. En:riken.
Upward motihty is the prime

mctivator for partic.pants in the
program, Mr. Entriker. says. "Most
of them see ir as : specialized
M.3.A. program in -isk manage-
ment and insurance :hat falls into
the same category as a M.B.A. does
for the main business community.

'-It used to be gied enough to
have a B.A. wi:h a major in busi-
ness or ezonomies, tut that's like
having a high school diploma used
to be. Now the M.B.A. is a sign to
mc•st employers tha: you have a ca-
reer, you're serious, ' he says.

The need for fur.her training in
the field is demonstrated by local
companies that are wlling to sub-
sidize the. r employees' education.

"There are schilarships avail-
able, but not all are used," says Mr.
Er.triken, noti ng that most com-
panies pay for a: 13:st part of the
tution and offer release time.

Classes are o'fered mostly in the
late afternoon or evening to ac-
commodate prof=.ssibnals. Because
students are drawn from all over
the Bay area, classes are only twice
a week to cut down on travel time.
The school year .s divided into
three 15-week sernes:ers.

To be admiaed a student must

have a bachelors degree from an
accredited school, have a minimum
2.5 grade point average and have a
C?CU, CLU cr ARM designation
or equivalent experience.

While designing the master's
program two years :go, Mr. Entri-
ken sat down with insurance in-

dustry people -0 learn their needs.
This process was repeated again
last month.

"We don't have professors teach-
ing out of 10-year-old textbooks,"
he says. "Tha:'s what makes our
program fairly effective-match-
ing the facility to industry needs."

The program consists of 30 units
01 graduate work, half in general
business topics and nalf in specific
risk management and insurance
courses The insurance courses in-

clude advanced topizs in risk man-
agement. actuarial szience and un-
derwriting, econimics of insur-
ance, research, development and
marketing and social and political

issues in insurance.

Those who have not completed
their CPCU designa:ion will be re-
quired to fill in with advanced
business courses, including mathe-
maties: financial account ng, eco-
nomics, marketing, organizational
behavicr, and ccmputer technol-
ogy

"Our master's program utilizes I
case materials more than any other i
single approach." Mr. Entriken
says. "The first required course is a
c:se-study class. It also serves as a
washou: class."

Besides the mas:er's program,
Golden Gate offers an undergra-
dite major in insurance and
courses corresponding to the 10
parts of the CPCU examination.

About 300 studerts are enrolled

ir. the CPCU program w.th 5% cf
them in tne undergraduate insur-
ance pngram, zoo.

The age oi the students ranges
from those in their 20s to some in
their 505. "We have nct nearly
enough women," says Mr. Entr.-
ken, adding that f.ve women are
now in the master's program.

"In cur CPCU preparation pro-
gram, ve have had an increasing
percenlage of women coming in. In
some areas it's about 50-50," he
says.

Women returning to work are
interested in :he CPCU program
"Decause this .s a way to identify
:hemselves as career-committed

and prove that the can handle the
Froblems of the industry," he says.

The undergraduate insurance
Frogram requires completion of
123 units for the bachelor of sci-

ence degree, including 57 upper-di-
vision units of which 30 must be .n

insurance. The program was
c esigned for persor.s just beginning
careers in insurance and zhose who
have had a few years' experience

Mr. Entrikcn, Rho received an
LI.B.A. from Golden Gate in 19E 1,

is the only fu.1-lirre faculty mem-
ber in the master s program, bit
faculty lecturers afe drawn from a
pool of 40 to :0 local industry peo-
ple. Faculty members from related
lields, such as management or eco-
nomics, also contribute.

Mr. Entriken has been teaching
at Golden Gate sinDe 1953, the year
he earned tis CP'CU. He alsc
worked in rhe :nsurance industry
until 1974 when he switched tc
full-time academic· work.

Tuition is $100 per unit for grad-
ate courses Gnd 56( per unit for un-
dergraduate cotirses, plus variou:
-egist-ation and application fees
The sczoot iz Ct 536 Mission St., Sir_
FranciKo, Calif. 54105;415-442-
7219.

Fhoto: Caril G. Bli:zer

Robert K. En:riken is dean of risk managemenl and i,surance.
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Architects. Engineers. Lawyers. Accountants.
Data processors. Management consultants. Invest-
ment advisors. Bankers. Directors and officers.

Even insurance brokers and insurance companies.
4 They all share a common need: professional liability

insurance they can depend on.
Another interest all busy professionals share

$:t, is the desire to not have to give their liability expo-
2- .Z* sures a second thought.

Simply, they all need, and expect, the best
coverage there is. At reasonable cost, and compre-
hensively tailored to their particular liability
requirements.

Shand, Morahan & Company provides pre-
eisely this kind of custom-tailored insurance for an
ever growing number of professional firms. As the
largest underwriting manager of errors and omis-
sions insurance in the U.S. we can take the worry
and concern-and possibly some of the cost-out of
your professional liability program. That's because
our flexible, knowledgeable underwriting approach
allows us to design a policy to your precise, profes-
sional liabilaity needs.

We do it so well, in fact, that more and more
, , insurance agents, brokers and insurance companies
.,,4 themselves are selecting us for their own profes-

:.,· f sional insurance every day.
Next time you're discussing liability insurance

with a business colleague, or with your broker,
mention our name. You'll find Shand, Morahan &
Company is fast becoming synonymous with
professional liability programs of the finest orden
Simply because we design them that way.

Il Shand, Morahan
Il & Company, Inc.

One Americam PlaQ, Evanston I L 60201
-..

312/866-2800, Telex 72-4328
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Self.insurers
Don't pay bogus medical claims: Physician

By STEVE SHERWOOD

SAN ANTONIO, Texas-Mis-
conceptions about occupational dis-
eases have made industry the un-
derwriter of all human frailty, one
physician says.

Dr. Ronald E. Gots, president of
the National Medical Advisory
Service, a consulting firm in Wash-
ington, D.C., urged members of the
National Council of Self Insurers at

their annual meeting last month to
take a strategic, systematic ap-
proach to court cases involving
doubtful or alleged new types of
work-related diseases.

Dr. Gots said that it is commonly
believed today that industry is re-
sponsible for many of the diseases
and illnesses plaguing society.

"Public perception, emotional
special interest groups and press
that loves to print this type of story
are adding fuel to the fire, along
with a plaintiff bar that is quick to
jump on the latest expose.

"Emotionalism is becoming the
basis for court decisions."

People with relatives who die of
cancer are consulting forensic pa-
thologists to determine what
caused the cancer, he said. "In most
cases the workplace is blamed, or if
not, then the chemical plant down
the street.

"We as physicians know most
cancers can't be attributed 'to spe-
cific origins, but there is growing
assumption that it can. This has
tremendous implications for work-
ers compensation."

Courts have ordered companies
to pay compensation for some so-
called causes that have not been

clearly linked to work-related ill-
nesses. One of these is stress.

Stress has become an umbrella

used by claimants to obtain work-
ers compensation benefits, Dr. Gots
said. It is said to cause everything
from heart disease to cancer.

"This is more in the area of pop-
ular mythology-Redbook and
Good Housekeeping medicine-
than medical fact," he said. "Stress
is not quantifiable. It is outside
medical ability to define. Stress at
home may be greater than stress at
the office. It is a matter of individ-

ual perception."

Still, the issue of stress has be-
come something to be reckoned
with.

"A common and popular percep-
tion is that workplace stress is re-
lated to heart disease. When this is

assumed, you are into mythical
data and out of hard fact," Dr. Gots
said. There is argument and debate
on the issue, but Iio concrete evi-
dence. The same is true of cancer.

"When you move into cancer,
you are in the realm of absolute
science fiction," Dr. Gots said.
"There is no scientific evidence
that stress causes cancer."

When companies come across
cases claiming illness or disability
due to job-related stress, they
should fight them to the hilt, he
said. Expert testimony, citing the
latest medical literature, should be
given to show there is no solid doc-
umentation to support the argu-
ment.

The same goes for any case that
might set an expensive precedent,
such as one alleging a new inhala-
tion agent is causing pulmonary
disease, he said.

"You need to take a systems ap-
proach to the alleged disease and to
the defense. A task force of the

best experts around should be

WHY ITS GOOD BUSINESS TO HAVE RANGER'S
SPECIALIZED PROTECTION

Ourkindof

specialization means a
more knowledgeable

handling ofour customers'
insurance needs.

The dictionary says that to specialize is"to concentrate one's
efforts in a special activity or field..." That's just what we
have been doing for many years - providing specialized

products and services to our customers on the best possible
basis at all times.

*I RANGER
 * INSURANCECOMPANY

• A Subsidiary of

A
Anderson Clayton

Atlanta • 404-457-7211 (RO. Box 105028) 30348
Denver • 303-779-8383 (RO. Box 3195) 80111
Houston • 713-622-6500 (RO. Box 2807) 77001
Kansas City • 913-649-5500 (RO. Box 8650) 64114

THE SPECIALISTS

Financing of black lung benefits in doubt
SAN ANTONIO, Texas-Assessments paid by the coal industry to

cover black lung compensation benefits for miners do not come close
to paying the bills, the director of the black lung program says.

Ralph M. Hartman, director of the Office of Workers Compensation
for the Employment Standards Administration, a Department of
Labor agency, said he i: concerned about the black lung compensation
program because the Treasury Department is picking up the tab for
increasing amounts of benefits to disabled coal miners.

"The employers are to pay the benefits," Mr. Hartman said. "But
around 90% of the cases are appealed and during the appeal the bene-
fits are paid out of the trust."

Mr. Hartman, who heads the department that administers workers
compensation for 3 million federal employees and those covered by
the Longshoremen's and Harbor Workers' Act and the Black Lung
Compensation Act, was in San Antonio for the recent National Council
of Self Insurers meeting.

The black lung trust was created in 1978 and was to be financed by
an assessment of 50 cents per ton of coal mi:led underground and 25
cents per ton strip mir-ed, he said. "The Treasury loaned seed money
to the fund to get it started, but this was to be repaid with interest."

With so many mine operators appealing claims made by miners who
say they have black lung, or pneumoconiosis, the Treasury Depart-
ment has been forced to loan the trust money so it could meet interim
expenses, he said. If the operator loses the case, he takes over pay-
ments and repays the fund for what has already been spent.

When no responsible operator can be found or if the operator wins
Continued on page 34

brought in to point out what is true
and what is not."

Attorneys for the plaintiff often
fail to establish causal links be-
tween exposures to allegedly
harmful elements or traumatic
events and the claimed disabilities,
he said. There are several reasons
for this.

First, the art of winning a cases
for plaintiffs lies not in logic but in
emotional appeal, he said. Juries
relate to a grieved claimant. Why
confuse them with a probing medi-
cal analysis?

Second, their physicians, un-
schooled and uninterested in eau-
sation analysis of such diseases,
often provide hasty reports and
testimony without weighing the
available data.

"The physician testifying is the
treating physician," Dr. Gots said.
"The patient says he has had trou-
ble breathing since he started work
and the dcctor takes his word for
it."

As long as the defense accepts
these unsubstantiated allegations,
doubtful and marginal cases will
continue to succeed.

"One whose claim is valid should

be compensated, but others should
be forced to prove their cases," Dr.
Gots said. "By adopting a logical,

systematic approach, causation
analysis, rhe defense can make the
claimant bear the burden of

proof."
A thorough analysis yields facts

that can be used to discredit unpre-
pared witnesses and support the
defense, he said. Used properly, the
facts are powerful tools.

"What was the element breathed

and what literature supports the
relationship between this element
and pulmonary diseases?" Dr. Gots
asked.

"These are questions that need to
be asked, but it is not something
defense lawyers have done well.
They haven't had the kind of guid-
ance they need to ask questions
that eliminate attributions not
well-founded in fact."

The qi.estion of what qualifies as
an occupational disease has become
so distorted in recent years that
most rational physicians shake
their heads in disbelief, he said.
"They can't beleive some things
being called occupational diseases
are being compensated. What has
happened is that industry has be-
come the underwriter of all human

frailty."
The response on industry's part

has not been effective and won't be

until it adopts a global or system-
atic approach to defense, he said. A

Ralph M. Hartman

Photo: Steve Sherwood

patchwork approach, where each
case is handled one by one, does
nothing to solve the long-term
problem.

"The plaintiff organization is
much more organized than the de-
fense," he said. "The number of
physicians concerned about corpo-
rate problems is low and few of
them are intimately involved in
cases."

A systematic approach identifies
all potential defenses, he said.
These include determining if there
were pre-existing conditions that
could have caused the disease, if
timing were wrong between expo-
sure and illness, if the exposure to
an allegedly harmful element was
too low, if there was documenta-
tion of complaints at work and
others.

If these arguments are strong,
defense attorneys have the tools to
whittle away at the plaintiff's
claims, Dr. Gots said. When the
plaintiff's witnesses make unsup-
ported claims, they can be im-
peached. When the exposure or in-
jury did not or could not have pro-
duced the disorder, it can be shown
why.

"The result is that the burden of

proof remains where it belongs:
with the plaintiff." .
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Pensions & Retirement Programs
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Structured awards can benefit both sides
By STEVE SHERWOOD

SAN ANTONIO, Texas-Who
benefits when a liability or work-
ers compensation claim is paid by a
structured rather than a lump-sum
settlement?

"Everyone," Kenneth H. Wells,
president of Settlement Advisors
Inc. of Englewood, Colo., told '
members of the National Council

of Self Insurers last month. '

"A structured settlement bene-

fits the claimant by having money
flow to him tax-free in amounts he

can manage; it benefits the claim-
ant's counsel because he is doing a
better job for his client; it benefits
the court because it clears the cal-

endar and prevents people from
coming back as wards of the court;
and it benefits the company be-
cause of savings in up-front cash,"
Mr. Wells said.

Mr. Wells' company specializes
in negotiating and setting up struc-
tured or time-period settlements in
cases with large claims, he said.
"We address ourselves to the needs

of the injured party-loss of in-
come, future damages, medical ex-
penses-and devise ways to meet
those specific needs."

By avoiding a lump-sum pay-
ment, not only are the individual's
needs satisfied because of the pro-
tection afforded to his money, but
the company paying the claim can
save 10% to 40%.

That's the difference in cost be-

tween the lump sum and time pay-
ments when taxes and the time

value of money are considered, he
said.

The lump sum needed up front
to provide a certain amount of fu-
ture income would be more than

the amount needed to provide the
same benefits if spread out over
time.

Avoiding the lump sum also pro-
tects claimants' money from them-
selves and from others, he said.

"Industry statistics show that
90% of all lump-sum settlements
are dissipated within five years,"
he said. "They are not spent for the

purpose intended and frequently
fall into the hands of the unscru-

pulous or are- wasted because of
well-meaning relatives."

Most claimants are not profes-
sionals at handling money and do
not know how to make a large
lump sum last, Mr. Wells said.

If the settlement is spent too
quickly, it is not going where it is
supposed to and the claimants may
end up on the welfare rolls, with
society having paid for them twice.

Taxes on investments of lump
sums may also eat away at the
claimant's money since he may not
have the financial background
needed to devise tax shelters, Mr.

Wells said. "But money spent over
a period of time, if structured pro-
perly, will flow to him tax-free."

Most of Settlement Advisors'

work over the past five or six years
has been in liability cases, Mr.
Wells says. However, workers
compensation has been demanding
increasing amounts of the com-
pany's time, making up 15% to 20%
of its business.

Cases in which structured settle-

ments are advisable usually in-
volve total or partial loss of the
ability to earn income, he says.
They become financially practical
when the award is more than

$100,000, with most cases ranging
from $300,000 and $500,000.

Purchasing annuities for the
claimant to provide future income .
is an important part of a structured
settlement, but Mr. Wells empha-
sized other features are also impor-
tant. The claimant may receive
out-of-pocket expenses up to the
time of the settlement, medical re-
habilitation funds, attorney fees,
educational annuities for depen-
dent children and even lump sums
paid at intervals to cover cost of
living increases.

Unlike the traditional method of

setting up trust funds, which may
become open for invasion by the
claimant at too early an age, the
structured settlement, if properly
set up, provides guaranteed income
for a given period.
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National Council of Self Insurers
The National Council of Self Insurers, which held its annual

meeting in San Antonio last month, was organized in 1945 to serve
as a national forum for self-insurance associations of various states.

Its objective is to promote and protect the interests of self-insurers
on matters affecting workers compensation. In 1972, the council's
constitution was amended to allow a broader membership base, in-
cluding corporate members and a special category of professional
membership that includes attorneys and third-party administrators.

"With the structured settlement,
we know that 20 years from now
the individual still will be getting a
check each month and will be able

to pay his bills," Mr. Wells said.
This is not always true in the case
of a trust.

"Those who set up trust funds
for a minor seldom do him a

favor," he said. "The age of major-
ity now is 18. If any of us as 18-
year-olds were suddenly able to in-
vade a $200,000 trust, I doubt if
many could manage it well."

Structured settlements carry
with them the ease of setting up a
vehicle for payment of claims
without going into spendthrift.
clauses and trying to save the
claimant from himself.

Major barriers to structured set-
tlements include future medical

),

costs and attorney fees, he said.
These can be overcome by careful
planning..

"Future medical costs are always
a stumbling block," Mr. Wells said.
"Sbmetimes they are put into
monthly payments, but more often
they are put into a special trust
that can be invaded only for speci-
fied reasons."

In extreme cases, a revisionary
medical trust is established

whereby a time limit is put on the
medical funds and if not used

within that time, the remainder
and interest reverts to the defen-

dant. "If the money is truly meant
to cover medical costs, the claimant

will not object to such a fund," he
said.

Attorneys' fees can be a problem
in structured settlements because

the claimant's counsel may fear a
reduction of income when com-

pared with what he would have re-
ceived under a lump-sum settle-
ment.

"If you want to enter into a
structured settlement, don't phone
the claimant's counsel and tell him

you want to discuss structured set-
tlements," Mr. Wells said. "When
that happens he will wonder: 'My
God, what is happening to my con-
tingency fee?'"

If a company asks the attorney to
step into unexplored ground, he
will likely refuse and demand
cash, he said. The attorney should
be approached with a stated wil-
lingness on the company's part to
settle but with several alternatives,
one of which is the structured set-
tlement.

Once the plaintiff's attorney sees
the structured settlement is to his

client's advantage, the issue often
becomes one of fees.

"Frequently we get rid of the at-
torney fees up front," Mr. Wells
said. "If not, and the settlement is

put together in the best interest of
the client and within the com-

pany's reserves; but if the attor-
ney's fee is all that is holding it up,
it puts the company in a good bar-
gaining position." .

..

MEDICAL EXPENSE REIMBURSEMENT INSURANCE TRUST
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Black lung trust low on funds
Cont-nued froiv page 32
the case, the trust fund keeps paying the benefits, Mr. Hartman said.
"It hasn't worked out well because of the drain on the treasury and
budget."

Be'ore long, the trust fund's deficit will reach $1.5 billion, he said.
"Unless something is done. by 1935-86 there could be a deficit of $6
billicn."

Currently, the Labor Department is paying some 90,000 coal
miners under the black .ung portion of the Federal Coal Mine
Healh and Safety Act of 1969 and mine operators have accepted
responsibility for 3,500.

Amendments in 1972 an:1 1978 brought strip mining under the act
and created the trust fund.

"All claims made before Jan. 1, 1970, were processed by the Social
Security Administration," Mr. Hartman said.

"That money was finaneed totally from the federal treasury. It is
my understanding that those claims amount to around $1 billion a
year "

The cost of the Department of Labor's black lung program is
about $EOO,000 a year, 20% of which is funded by the assessments on
coal operators, The rema:ning BO% comes from Treasury Depart-
mem loans.

Benefits arE equated to a GS-2 wage level on the Civil Service
scale, Mr. Hartman said. "It is 50% of that, running from $252 a
mon:h for a single disabled miner with no dependents to $540 a
monsh for a miner with three or more dependents."

An indexing factor tied into the federal pay scale assures an
escaation of benefits eact time salaries are increased. The benefits

are Lifelong, 5nd there are survivor rights for widows and depen-
dent ch:ldren.

Scme method will have to be lound to finance the trust fund if it
is to remain solvent.

"The statute clearly prcvides that loans to the trust fund be paid
back," he said

"We will have to come up with some type of formula to assure
increased inc-me to the fund."
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Texas. Call Avrohm Wisenberg at (713) 621-8650. And
let us show you why you'll prefer Delta for your pre-
ferred risks.

DTA
DELTA LLOYDS INSURANCE COMPANY L..1

R O. Box 2045 Houston, Texas 77001
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GOP counsel says reforms
in Longshore Act needed

SAN ANTONIO, Texas-The
Longshoremen's and Harbor
Workers' Act is a monstrosity and
desperately needs to be reformed
or repealed, says Bruce C. Wood
minority counsel to the House
Committee on Education and
Labor.

Speaking to members of the Na-
tional Council of Self Insurers dur-

ing its recent meeting, Mr. Wood
said bills by Rep. John Erlenborn,
R-Ill., and Sens. Don Nickles, R-
Okla., and Sam Nunn, D-Ga., are
designed to amend the worst por-
tions of the act.

He said amendments passed in
1972 "perverted what had been
traditional workers' compensation
into a new form of social welfare."

"The Longshore Act, as I'm sure
many of you realize who are un-
fortunate enough to be covered by
it, is unlike any other workers
compensation law," he said.
"Workers compensation is meant
to compensate workers for wages
lost due to an employment-related
injury."

But the Longshore Act adds pen-
sion, life insurance and punitive
damages to workers compensation,
he said.

"This excess baggage is entirely
incompatible with its philosophy.
Not surprisingly, the upshot has
been a truly stratospheric increase
in premiums, retention rates and
workers compensation costs."

He said one self-insured em-

ployer, covered under the act, faces
an annual loss-retention cost of $1
million.

The act's average per-claim cost
jumped from $1,378 in 1971 to
$5,840 today, an increase of 324%,
Mr. Wood said. The cost of living

during the same period rose 78%.
Any remedial legislation must at

least rid the statute of its pension,
life insurance and punitive dam-
ages provisions, he said, adding
that both the Erlenborn bill, H.R.
25, and Nickles-Nunn bill, S. 1181,
would do this.

"Gone (in the proposed bills) are
the pension characteristics of pay-
ing benefits for life-past retire-
ment-for permanent partial and
temporary total injuries," Mr.
Wood said. "Payment of these ben-
efits could not extend beyond the
prevailing retirement age."

While the bills provide for life-
long payment of compensation for
permanent total disability, its defi-
nition has been tightened, he said.
In addition, they provide an offset
formula for Social Security, pen-
sion and unemployment benefits.

"Gone as well are the act's life

insurance characteristics that pro-
vide lifetime survivors' benefits

even where a permanently disa-
bled worker dies from causes unre-

lated to employment," he said.
Punitive damages crept into the

Longshore Act through the award-
ing of permanent partial disability
benefits on the basis of anatomical

medical ratings and alleged loss of
future wage-earning capacity, he
said. Such awards can now be

made despite an employee's return
to work with no loss of wages.

"To rid the law of this absurdity,
both bills redefine wage-earning
capacity," Mr. Wood said. They
place on the worker the burden of
proving his wage loss was due to a
work-related injury.

"If an employee voluntarily
limits his income, his wage-earning
capacity is that amount which he

would otherwise have earned. If he

fails to accept employment up to
his abilities, his wage-earning ca-
pacity is the amount he would
have earned in appropriate em-
ployment."

These changes, coupled with
mandatory rehabilitation of in-
jured employees, should encourage
a worker to return to work and

eliminate abuse, he said.
The bills also attempt to redefine

the Longshore Act's jurisdiction,
Mr. Wood said. The act has been

stretched far beyond the scope of
its original intent, which was to
provide workers compensation to
maritime employees, and now
covers grain elevator operators, re-
creational boat builders, marine
operators and others, he said.

He blamed this on vague lan-
guage and extremely rich benefits,
which encourage workers to file
claims under the Longshore Act
rather than under state compensa-
tion programs. The new bills nar-
row the types of workers covered.

A big sore spot in the act is its
Section 20 presumption, which
states that claims are presumed to
be valid.

Mr. Wood quoted Sen. Nunn as
saying, "Our hearings identified
that presumption as one of the
main factors contributing to the
success of the fraudulant claims

racket. Time and again we heard
that the Section 20 presumption
presented a nearly insurmountable
hurdle for an employer who at-
tempts to dispute the validity of an
apparently fraudulent claim."

The presumption has led to sim-
ple abuse, Mr. Wood said. Employ-
ers have cited it as the most da-

maging provision of the act.

Self-insurance group wants
expertise of risk managers

SANTA ANA, Calif.-The Self
Insurance Institute of America

needs the expertise of risk manag-
ers, says its executive director.

with Sherwood.

Bob Lindner, & ssistant Vice Preident, negotiating an Extra Expense and
Machine·y Breakdown coverage for a western utility.
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The SIIA, an organization
designed to promote communica-
tion and professionalism among
suppliers and buyers of self-insur-
ance services, began its member-
ship drive April 20. It already has
22 brokerage, insurance and third-
party administration member
firms and is now trying to enlist
risk managers, said Jim Kinder,
the institute's executive director.

Risk managers will play a key
role in educating other members
about services their companies
need and want, Mr. Kinder said. "I
believe risk managers will be our
bloodline."

The SIIA's purpose is to promote
self-insurance and establish educa-

tional programs for members, he
said. By pooling resources and
sharing expertise from both indus-
try and consumer viewpoints, the
institute hopes to improve manage-
ment of self-insurance programs.

"We, want buyers to tell us what
they are looking for and we, in
turn, shape the administrators to
meet the needs of the market," Mr.
Kinder said.

"We want self-insurance admin-

istrators to anticipate and plan the
future, not to react to it as they
have always done."

One goal is to make sure the end
product given to the buyer meets
professional standards, he said. The
SIIA is developing a code of pro-
fessional conduct and standards

that deals not only with standard-
ization of administrator-client con-

tracts but attempts to set levels of
professional behavior.

A long-range objective, which
may be met within a year, is to
begin a professional certification

program for third-party adminis-
trators, Mr. Kinder said. A com-
mittee is being formed to outline
the program.

"With the amount of movement

toward self-insurance, some sort of
certification program is needed,"
he said. "If the industry doesn't do
it, the government will."

Too many small companies with-
out access to risk management do
not know the proper limits of their
programs, Mr. Kinder said. "A lot
of times those selling them do not
identify the maximum liability
they face. We want to be sure con-
sumers using alternate funding
techniques do so within theh
limits."

To be sure the certification com-

mittee remains objective, it will be
made up of risk managers, not ad-
ministrators, he said. "We don't
want the administrators certifying
themselves."

Also in the wings are plans for
the formation of a political action
committee to monitor and act upon
state and national legislation that
could affect the use of self-insur-
ance.

"This is probably 24 months
down the line," Mr. Kinder said
"Self-insurance is the way of the
future; therefore, we want tc
counter any legislation that' tries tc
block it."

Annual dues range from $500 foi
administrators to $25 for students
A consumer firm can join for $350.

For more information contact th,
Self Insurance Institute o
America, 1700 E. Dyer Road, Suit,
165, Santa Ana, Calif. 92705; 714
979-6318.
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Insurance in doubt for $6.8 million award
Continued from page 1

Mr. Utesch broke his neck when
he dived into the hotel's swimming
pool from the diving board and
struck his head on the bottom. He
claimed that the diving board
should not have had a spring be-
cause of the small size of the pool.
He also cited inadequate depth
markings and illumination and the
lack of bottom markings.

Mr. Utesch also claimed there

was no lifeguard present at the
time of the accident and that he
was removed from.the scene with-
out a backboard, which could have
aggravated his injury.

The jury ruled against two AMI
subsidiaries, the Atlas Motor Inns
Inc. and the Flamboyant Invest-
ment Co., and against Holiday Inns
Inc., licenser of the hotel.

Flamboyant developed and owns
the luxury hotel; Atlas operates it,
and Holiday Inns is paid for the
use of its franchise name.

Flamboyant was tagged with
40%, or $3.2 million, of the liability
in the judgment. Atlas has to pay
25%, or $2 million. Holiday Inns
was judged 20% liable for $1.6 mil-
lion.

However, all of Holiday Inns'
loss exposure has been·indemnified
by AMI so it must pay Holiday
Inns' share, according to Holiday
Inns spokesman Jerry Daly.

Of the two insurance companies
listed in court records as providing
coverage for AMI, one has been
liquidated in Puerto Rico and the
other seemingly wants to limit its
liability for the award.

At the time of the accident, the
primary insurer for Atlas Motor
Inns was the Commonwealth In-
surance Co. of Puerto Rico, which
was placed in liquidation by order
of the San Juan Superior Court on
Dec. 8, 1977.

A spokesman for the Puerto
Rican Commission of Insurance.in-
dicated that no funds from Puerto

Rico's guaranty associat,ion are
available to Atlas since the com-

pany's claim was not filed in
Puerto Rico or against Puerto
Rican property.

Atlas must instead go through a
liquidator, in this case Puerto
Rican Commissioner of Insurance
Rolando Cruz. While the Insurance
Commission has "some funds
available," the commission spokes-
man would not cite the exact
amount available for claims..

Harbor Insurance. Co. is listed in
court records as an excess insurer
for Atlas for an undisclosed
amount above $300,000.

In an interrogatory filed with
the court by AMI', the company
states that Harbor also has agreed
to be the insurer for Flamboyant
for up to $5.3 million. There is no
indication in court records that

Flamboyant has either primary or
excess insurance coverage through
any other insurer.

But Ed Hughes, executive vp at
Harbor, said his company is not au-
tomatically assuming that it will
insure Flamboyant's $3.2 million
share of the judgment.

"We have a disagreement on that
part," Mr. Hughes said, and he sug-
gested that Harbor may go to court
over the coverage.

"The probabilities are that there
will be (litigation) if none exists
now," he said.

Mr. Hughes also said that Harbor
is not automatically required to dip

Group life insurance set up under
new or revised group contracts in
March totaled $15.6 million, com-
pared with $15.3 million in March
1980, according to the Life Insur-
ance Marketing and Reasearch
Assn. The figures represent face
amounts of insurance purchases.

below its excess coverage and plug
the gap left by Commonwealth.
Atlas, he pointed out, self-insured
the first $300,000 of its loss expo-
sure after Commonwealth was-

placed in liquidation.
If Harbor has not decided that it

will cover the entire $6.8 million
judgment, AMI officials are assum-
ing it will. Robert S.D. Moore, a
Roanoke-based attorney who acted
as trial counsel for AMI, said the
company assumes Harbor will pro-
vide the coverage not only for
Atlas, but for Flamboyant and Hol-

iday Inns as well.
Mr. Moore cited an order entered

in U.S. District Court for the West-
ern Division of Virginia directing
Harbor to provide $5 million in ex-
cess coverage for AMI.

"We interpreted that to include
Atlas, Flamboyant and Holiday
Inns because of the contract," he
said.

"We assume that Harbor has ex-
cess coverage for all the defendants
and we're proceeding on that
basis," he said. "If it (the judgment)
is not reversed or appealed, Harbor

is going to have to pay it.
Harbor did have a chance to ap-

prove a pretrial settlement worth
$2 million and made two settle-
ment offers of its own.

The insurance company first of-
fered Mr. Utesch a $650,000 cash
settlement with structured pay-
ments over 20 years worth an addi-
tional $300,000. Mr. Moore said.
And on May 18, the day the trial
began, Harbor made a second offer
of $1.5 million to Mr. Utesch.

"Harbor fully assumed the role
of excess insurer in making that

offer," Mr. Moore said.
Both settlements were turned

down by the plaintiff, however.
Peter Martin, Mr. Utesch's attor-
ney in the Virgin Islands, said the
AMI attorneys indicated that they
could get Harbor to approve a $2
million settlement. Mr. Utesch
would have accepted that offer if i:
was done "quickly," Mr. Martin
said, but AMI could not get Har-
bor's approval.

AMI has indicated it will appeal
the judgment to the U.S. Court of
Appeals. 1
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Lloyds to poll members on divestment
Continued from page 2
it appeared the oppostion would kill the bill.

Lloyd's retreated by announcing its members
would have to approve of both broker divestment
of agents and separation between member and
managing agents by a special mail ballot. And they
warned that the members won't approve of separat-
ing member and managing agents.

"We don't think we'd get support for this,"
warned Lloyd's counsel Peter Boydell, trying in
vain to convince the members of the parliamentary
committee against pushing the issue.

To break up all members agents from all manag-
ing underwriting agents would "be disastrous for
Lloyd's," said a Lloyd's member.

"I think the parliamentary committee was misled.
I think this is terribly serious. It would damage
Lloyd's enormously," said a Lloyd's source. It would
create an unprecedented fissure in the marketplace
where member and managing agents have been
linked for ages.

"It's an absolute shock," whispered a spectator in
the House of Commons when he heard committee
Chairman Michael Meacher announce: "It is the
view of this committee that we are requiring sepa-
ration.of interests between all member agents from

the

a.

managing agents.
To poll its members as quickly as possible, Lloyd's

has to tackle another complicated procedure.
Lloyd's must change its present bylaws under its

Act of 1871 to provide for a postal ballot. Lloyd's
will hold what are called two extraordinary meet-
ings of its members responding to posted meeting
announcements. The meetings will be held June 9
and 17 to fulfill the bylaw procedure. The recorder
of the city of London must approve the bylaw.

With the new bylaw, Lloyd's can conduct a refer-
endum of its 19,000 members on these issues and
expect an answer by July 20 when the parliamen-
tary committee discussing the bill reconvenes.

The Lloyd's bill faces more rouble then.
The four-man committee could kill the bill if

Lloyd's members vote against one or both of the
divestments. Or the committee could pass it to the
full House of Commons for a vote with or without
the new provisions.

More debate over the immunity from liability
clause is also expected. Malcolm Pearson, a sup-
porter of tw6 Lloyd's members who are petitioning
against the bill, is strongly opposed to this immunity
and says he hasn't exhausted his options against this
clause.

-I...........................................................I-
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Senate to consider

longshore reform
Continued from page 2
act.

"I couldn't see anything happen-
ing before with Sen. Williams in
control," said Andre Maisonpierre,
senior vp of the Alliance of Ameri-
can Insurers.

"Now I'm optimistic about get-
ting a bill out of the Senate," he
continued.

Advocates of longshore reform
also are banking on the Reagan ad-
ministration to drop its public si-
lence on the issue and support
change.

"I hope and expect. support from
the administration," said Rep. John
Erlenborn, R-Ill., who has intro-
duced a bill, H.R. 25, similar to Sen.
Nickles' in the House of Represen-
tatives.

The administration is studying
the two bills and is aware of prob-
lems employers face with the
Longshore Act, said Robert Col-
lyer, deputy undersecretary for
Employment Standards Adminis-
tration at the Department of
Labor.

But even the most zealous advo-
cates of reform concede that ac-
complishing it will be an uphill
battle when the legislation is con-
sidered in the Democratic-con-
trolled House.

"I expect that liberal Democrats
on the House Education and Labor

Committee (which has jurisdiction
over the legislation) will be
strongly opposed," said Eric Ox-
feld, associate director of employee
benefits at the U.S. Chamber of
Commerce.

"I'm optimistic about the Sen-
ate," said Thomas Wilcox, execu-
tive director of the National Assn.
of Stevedores. "The House is a dif-
ferent story."

Lobbying efforts

A growing coalition of insurers
and employers will launch an at-
tempt to convince Congress that
previous amendments to the fed-
eral Longshore Act, which quadru-
pled benefits and extended the
scope of the act to cover a huge
new class of workers, have created
nightmarish costs for the maritime
industry.

For example, in 1972, Fairhaven
Marine Inc., which operates a ship-
yard and construction yard in
Fairhaven, Mass., paid $21,000 in
benefts for injured employees.
Today the company pays five times
as much-$100,000-for longshore
benefits.

"These costs are killing the small
boatyard companies," said William
H. Potter, president and treasurer -
of Fairhaven Marine, which em-
ploys about 60 workers.

Both Sen. Nickles' and Rep. Er-
lenborn's bills may offer shippers
and stevedoring firms relief from
rapidly escalating longshore pre-
miums.

The National Council on Com-

pensation Insurance earlier esti-
mated that premiums would drop
by about 10% annually if three
major provisions contained in both
the bills were enacted into law:

• A 3% limit on annual benefit
increases, which would, cut by pre-
miums 7.4%.

• Elimination of death benefits

payable to survivors of injured em-
ployees who die from causes unre-
lated to an on-the-job injury.

• Capping death benefits at
200% of the national average
weekly wage.

The combined effect of these last

two reforms would cut premiums
2.5%, NCCI says.

The 3% cap on annual benefit in-
creases would replace the current
formula of linking benefit hikes to
increases in the national average

weekly wage.
Last year, the average weekly

wage increased 7% and compensa-
tion was increased by the same
amount.

"Without a benefit cap, insurers
can't estimate what their costs will
be, making it impossible « for them
to set up reserves for.a claim," Rep.
Erlenborn said.

The two bills also would over-

turn a 1979 Supreme Court deci-
sion that widows are entitled to up
to two-thirds of the deceased
workers' weekly wages without an
upper limit (BI, March 5, 1979).

Under the new legislation, survi-
vors' death benefits would be lim-

ited to 200% of the national average
weekly wage, subject to a weekly
maximum of $456.

Since some maritime workers

can make as much as $800 a week,
the savings from these limits on
death benefits would be substan-
tial. ,

The bills propose that longshore
benefits for the first time be inte-

grated with other benefits, such as
Social Security and unemployment
compensation.

Without benefit integration, an
injured maritime worker can earn
more by not working than by re-
turning to the job, making it diffi-
cult for rehabilitation programs to
work, experts say.

Under another section of the

bills, the jurisdiction of the Long-
shore Act would be limited to the

"point of rest," the spot where the
cargo comes off the ship and is put
on the ground.

This proposal is important be-
cause recent court decisions have
vastly expanded the scope of the
act to cover more classes of em-

ployees, such as workers who
"strip" cargos in warehouses.

In many cases, no one is sure
where jurisdiction lies until after a
claim is filed.

Resolving this issue is vital be-
cause benefits payable under the
federal act are more than double
the benefits payable under many
state workers compensation pro-
grams.

Without a solid definition of the

scope of the law, underwriters face
enormous difficulties setting
proper reserves for claims, mari-
time experts say.

Workers who build and service
recreational boats-vessels less

than 70 tons or 65 feet long-also
would be excluded from the fed-

eral program unless they were un-
able to obtain benefits from a state
workers compensation program.

More criticism

The Longshore Act, which was
passed in 1927 to provide compen-
sation for maritime workers in-

jured on the job but not eligible for
state compensation, came under
fire last year in a contractor's re-
port ordered by the Department of
Labor.

That report, prepared by Cooper
& Co. of Stamford, Conn., found
that high benefits have created a
"negative incentive to return to
work," inflating costs and stretch-
ing out disablity periods (BI, Jan.
21, 1980).

Rep. Erlenborn warned that if
Congress doesn't act on the Long-
shore Act, jobs will be lost as ship-
pers shun American ports for for-
eign docks because of high workers
compensation costs in the United
States.

Meehan Seaway Service Ltd. of
Milwaukee confirms that it has lost

business to Canadian ports partly
because of high workers compen-
sation costs mandated by the act
that have to be passed on to cus-
tomers.



California rejects
user-funding plan
Continued from page 2
cussion in the Assembly Ways and
Means Committee, which was
under pressure to move ahead last
week on final action on the budget.
The user-funding plan and ena-
bling legislation were dropped
from the budget package to quiet
further debate.

There is still a dim possibility
that the plan could be resurrected
when a legislative conference com-
mittee meets soon to iron out dif-
ferences in the Senate and Assem-

bly versions of the budget, said
Sara Cory, chief of ancillary ser-
vices at the Division of Industrial
Accidents, which administers the

workers compensation system.
Senate Bill 2031 remains as a ve-

hicle for user funding, strongly
urged by Franklin 0. Grady, ad-
ministrative director of the Divi-
sion of Industrial Accidents.

"The ability to maintain a viable
workers compensation program
within the state ... under current

condition in California (is) proba-
bly dependent upon a program of
user funding," concluded Mr.
Grady in a 16-page written analy-
sis prepared last December.

In that report, Mr. Grady
pointed out that the Division of In-
dustrial Accidents staff is inade-

quate to perform the services re-
quired of it, creating delays in the
litigation of disputed claims and
other services.

His recommendation calls for

funding of 135 new positions at an
additional cost of $4.8 million. The
staff increase is needed to reduce

the present backlog of work at the
appeals board, rehabilitation bu-
reau and the information and as-

sistance program, he explained.
By requiring business to foot the

bill, costs would be passed on to the
public through the pricing mecha-
nism, argued Mr. Grady. "In a
competitive market, those indus-
tries with a lower workers com-

pensation expense would have a
competitive market advantage
over those with a high expense."

Staff expansions would stream-
line delivery of services to employ-
ers and injured workers, which
eventually would reduce the costs
of the system, Mr. Grady said.
These advantages to employers in-
clude:

• Speedier approval of voca-
tional rehabilitation plans, inereas-
ing their prospects for identifying
new employment for injured
workers and cutting costs of tenn-
porary disability.

• Speedier litigation of disputed
claims, reducing the demand for
costly medical/legal reports.

Employers, however, are skepti-
cal of a budgetary process that ap-
pears to invite unrestrained
growth in the administrative bu-
reaucracy. "How much growth or
staff augmentation will there be
with this proposal?" asks the Cali-
fornia Self-Insurers Assn.

When the user-funding proposal
first surfaced out of the Division of

Industrial Accidents, it envisioned

121 new positions. Since that time,
the request has grown to 135. Ac-
cording to Ms. Cory, this is because
the department is falling further
behind in its work.

The mechanism for allocation of

the workers compensation tax
among employers has undergone
numerous changes, some of which
have not yet been incorporated
into S.B. 2031, sources close to the
proposal report.

For insured employers, the
charges probably would be based
on a percentage of standard earned
premium. The assessment would
be collected by workers compensa-
tion insurers and remitted to the

state Department of Industrial Re-

lations. It is estimated that 64.4% of
the administrative budget would
be charged to insured employers.

For self-insurers, the assessment
probably would be pegged at a per-
centage of indemnity payments
made during the prior calendar
year. Medical-care costs would be
excluded from the calculation. Re-

mittances would be collected by
the director of the Department of
Industrial Relations, of which the
DIA is a part.

According to a formula estab-
lished by the DIA, self-insurers
would provide 19.5% of the fund-
ing for the system. The general
fund would privide the remaining
portion of the cost related to public
sector employers. •
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Boeing captive ready to fly Vermont beats risk act
Continued from page 1 their best interests We also feel reinsured through Colinco Continued from page 3

credit and an operating fund o f strongly that we have regulations Johnson & Higgins in Denver at least one annual meeting in the state
about $250,000, according to the that should overcome IRS objec- will manage the new captive The definition of principal place of business has not been estab-
Colorado insurance division The tions to tax deductibility of premi- "They have been our brokers for lished, but it appears that management of the captive will satisfy the
minimum capital and surplus re- ums " many years and we have faith in requirernent

quirements in Colorado are their ability," Mr Hoff said To maintain the integrity of applicants, Vermont Insurance Com-
$750,000 But federal income taxes had "To run a captive in Colorado, missioner George A Chaffee said he will oversee an advisory com-

Commissioner J Richard Barnes "little or no bearing" on Boeing's we will need a separate corpora- mittee that will screen all applicants, monitor legal developments
said that Boeing did its homework decision to form a captive insur- tion there," said Richard E Meyer, and guarantee orderly growth of the captive industry in Vermont
when it set up the captive "I've ance company in Colorado, Mr J&H senior vp and director in The state then will conduct spot examinations and require special
seldom seen a parent analyze Its Hoff said charge of risk management ser- deposits "if we see trouble," Mr Chaffee said

needs so thoroughly It was a very Aetna Casualty & Surety Co vices "We anticipate that will be Although the law prohibits direct underwriting of workers com-
solid, top-level business dec-sion will front the Colinco program, he established within a few days," he pensation risks, captives can reinsure workers compensation risks
with them," he said said However, he declined to dis- said last week from a fronting insurer » Reinsurance of a fronting company is re-

"They told us that they felt oir cuss details of the arrangement or J&H already has accounting and quired anyway under state laws mandating use of approved work-
supervision and regulation is in the levels of risk that would be claims staff in Denver, and the ers compensation insurers.

New York office will provide sup- Despite the reduced regulation, Vermont does not expect to dis-

Firms devise transit strategy port to the new management com- place other captive Jurisdictions, Mr Chaffee added
pany "We don't intend to transfer Risk managers at the seminar agreed
anyone out there for now," Mr

&4Idon't expect a great exodus from Bermuda," but the Vermont
Continued from page 1 acceptable only if the downtown Meyer said law will make it desireable to operate onshore," said Thomas A
3ank, 500 to the Chicago Board area is socked with an 82% absen- Duffield, vp of insurance and risk management for Archer Daniels
Options Exchange and the rest to teeism rate, which she does not He said that formation of a Col- Midland Co of Decatur, Ill

other nervous South Loop com- think is likely orado captive management com-
panies pany demonstrates the J&H ap- Vermont probably will turn out to be the most favorable of the

• Sears, Roebuck & Co emplcy- "What's really going to hurt proach of following their clients to on-shore domiciles for companies that want to be close to their
ees will gather at its former West companies is the loss of productiv- domiciles that meet their business captives, other risk executives said

Side headquarters and will be tty, not to mention the overtime needs Mr. Chaffee hopes to receive four to five applications a month
shuttled to the Sears Tower head- fees to employees who do make lt "We're very interested and ac- and 100 captives operating within three to four years
quarters downtown Car pools are in, and the prices of hotel rooms tive in the captive movement," he His office has been receiving two to three inquiries a day about

being formed at outlying stores and food Those costs won't be explained "Up to now we've con- the new law, many from potential applicants and others from cap-
Despite the best-laid plans, how- made up," she said centrated in Bermuda because tive management companies, consultants and attorneys

ever, these emergency strateg.es No clear consensus on pay policy that's where the opportunities Captives wishing to reincorporate in Vermont should have little
can keep the city running for only emerges from a survey of Chicago were Last year J&H opened a legal trouble, said John J Sarchio, an attorney with LeBoeuf,

so long companies company in the Caymans With the Lamb, Leiby & MacRae in New York, which advised RIMS on the
The Chicago Assn of Commerce The U S Postal Service and tax situation, people are beginning law.

& Industry predicts a $37 million Commonwealth Edison Co reflect to look more at domestic dorm-
.There are no restrictions on the mode of redomestication should

loss to retailers per day in a total many employers who expect their ciles." you decide to go that route," he said
shutdown, with an added loss to employees to get to work during a Officers of Colinco Inc Include He said a "sunset provision" in the pending Risk Retention Act
the state of $182,000 in sales tax transit shutdown or be docked a Harold Haynes. president, John M may force some offshore operations insuring product liability risks
revenue. day's pay, unless they choose to Look, vp, Andrew Stephen, secre- to return to the United States and some may incorporate in Ver-

First National Bank economist take a vacation day tary, and Wayne A Travis, trea- nnont

Nina Klarch said those figures are -Crwn News Service surer
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Transit risks are funded
Continued from page 1
train crash that left 11 dead and

210 injured (BI, Feb. 21, 1977).
"We're looking at excess again,

but the market is not that soft for
rail service," said CTA risk man-
ager Sal Bianchi.

The CTA, which moves 850,000
commuters daily on buses and ele-
vated trains, paid $8.7 million for
workers compensation and general
liability claims in 1980 and bud-
geted $9.5 million for claim settle-
ments in 1981, he said.

Just how much of this year's al-
lotment already has been eaten up
cannot be made public, Mr. Bianchi
said. He only acknowledged that
"some funds have been set aside."

The funds are adequate to cover
losses now, but Mr. Bianchi admits
the CTA does not have enough
money in its reserves to cover
claims that might linger five years
down the road.

The transit authority has never
defaulted on paying claims in the
18 years he has been with the CTA,
he said, and during that time the
transit authority has experienced a
few other near collapses, he added.

Another view of the CTA's lia-
bility was outlined recently on the
editorial page of The Southtown
Economist, a Chicago-area newspa-
per. It said the CTA had $100 mil-
lion in personal injury lawsuits
pending against it and that 35% of
its employees have filed workers
compensation claims.

The CTA won't give out any "fi-
nancial information" to support or
refute those figures because of the
pending transit shutdown.

Mr. Bianchi denied they were
accurate, however, saying Chi-
cago's transit system "in no way
has $100 million in claims pending
against it. It's a lot less."

The report that 35% of the CTA's
employees have filed workers
compensation claims also is errone-
ous, he said, adding that about
3,000 employees, or 22% of its
workers, filed workers compensa-
tion claims in 1980.

He would not say how many of
those claims from last year were
paid or are still pending.

Group benefit plans for employ-
ees are a top priority for the CTA.
"As long we're in business and em-
ployees are working, the health in-
surance will be in effect. If there is

a temporary shutdown and em-
ployees go without a payday, they
will keep their benefits," he said.
"If they strike, benefits will lapse."

The CTA's group health and
accident insurance is underwritten

by The Travelers Insurance Co.
The Regional Transit Authority,

the funding authority for the CTA
and bus carriers and commuter

railroads in six Chicago-area coun-
ties, says it's in pretty good shape
to cover its liabilities.

The RTA has a $100,000 deduct-
ible for its general liability insur-
ance with Transit Casualty Co. in
St. Louis and up to $40 million in
umbrella coverage ·with Transit
and three other insurers, Ms. Cog-
tella · said. The premium averages
about $25,000 a month.

The RTA has some $630,000 left
in its coffers specifically reserved
for liability claims under its de-
ductible for ·this year, Ms. Cogtella
said. Already $80,000 of the
$710,000 budgeted for losses has
been paid.

The agency paid out $325,000 in
1980 under its liability deductible.

Shutdowns of suburban bus lines

in the last couple of weeks have
stranded riders but have actually
helped to keep the agency's liabil-
ity losses down and reserves
healthy, Ms. Cogtella said.

The mild winters that northeast-

ern Illinois experienced for the last
two years also helped hold down
liability and property losses com-
pared with losses during the bad
winter of 1979.

All eyes in the Chicago area are
now on the Illinois Legislature,
which is trying to prevent the
pending transit crisis.

"I have to be optimistic that the
money is there and that we won't
be shut down for long, if at all,"
said Ms. Cogtella. "I don't want to
see all my programs go down the
drain," she added.

Before a money crunch struck,
Ms. Cogtella was investigating self-
insuring the authority's workers
compensation risks, which are in-
sured with Zurich Insurance Co.

In 1979, she said, the RTA paid
$2.5 million in annual premium to
12 carriers. Today, the RTA is pay-
ing $500,000 to some 25 insurers.

"I'm going to stick with the
ship," said Ms. Cogtella. "And if
that means not being paid for a
while, I'll work without pay. This
is a project that's too important for
me to let go of." •

TAKE THAT
EXTRA
MEASURE OF
PROTECTION
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Hospitals use benefits to lure nurses
Cont:nued from page 3 to another facility attract 11 nurses to the 11-to-7 seven sick days and seven paid per month, a 50% education reim-
nurses, they are paid 25% more Life insurance is free up to shift " holidays bursement up to $400 yearly, a re-

ME Vincent predicts both bene- $5,000 and employees have the op- Conventional benefits at Iowa Those nurses preferring free or tirement plan, a tax-deferred an-
fits and wages will continue to rise tion to buy more at 25 cents per Metnodist Include Blue Cross low-cost nousing to leased cars can nuity, a credit union and a $500
for at least the next year but will month per $1,000 There is a $500 m:-cr medical with a $100 deduct- find it by shopping around bonus for referral of new "special -
eventually level off If not, nurses relocation allowance available with ible, for which the hospital pays Ced ars of Lebanon in Miami need employees" to the hospital
could price themselves out of the no waiting period, 100% tuition re- 75% of the premium, free life in- offers new nurses free housing for Free medical insurance for fu_1-

market, she says imbursement for continuing edu- surance coverage up to the annual three months m a building adjacent time employees through Multiho-
Betty Moore, a nurse recruiter at cation and 100% payback for tui- salary, ith an additional $2,000 to the health-care center, says spital Shared Services includes

Cedars of Lebanon Health Care tion or loans incurred by nurses for spouse and $1,000 for each child Betty Moore "We're been doing it 100% of hospital and emergency
Cen er in Miami, also foresees during their senior year in school and options for up to twice the an- for about five years I'd say 98% of expenses, 80% of major medical up
richer benefits for nurses nual salary, two weeks of vacation our out-of-state nurses take advan- to $300,000 a person over a $100 de-

"We are headed that way Soon per year nine paid holidays, 10 tage of tnis It saves them money ductible, eye care and ma*ernieNew benefits
nurs.s will have a wide range of sic k dab s, 100% tuition reim- and gives them time to look for a care
flexiole work schedules and bene- "We're working on a dental plan bursement for a maximum of 18 place to live It's been a good draw Free dental insuance for fu-1-

fits,' she says "They will be up now," says Ms Moore "The ad- semester hours a year, long-term for us " time employees covers 100% of oral
there with any other middle-class ministration is working on new disaoilit> coverage equivalent to At Moint Sinai Medical Center examinatons, prophylaxis and X-
profession " benefits in response to what em- 60% of ir come and eight hours of in nearby Miami Beach, nurses are rays, 80% of basic dentistry, 50% of

Ms. Moore says the first thing a ployees said they wanted, includ- fraternitj leave for expectant fa- offered the option of living in one major dentistry and 50% of ortho-
nurse looks at when choosing a mg thrift savings plans and pen- thers of 150 apartments on hospital dontics Oral surgery is covered by
hospital is the hourly schedule mon plans " "We don't have dental insur- grounds for $90 a month the medical plan
Cedars recently adopted a schedul- Most benefits in hospitals are ance," she says "We would like lt El Camino Hospital in Mountain
ing program pioneered by Baylor available to all employees, but and are Forking toward it " Cab rides View, Calif, improved a :imila-
University Medical Center in Dal- there are some aimed directly at A-1 Sa.nts Episcopal Hospital in benefit package by adding salary
las One group of nurses works 8- nurses Fort Worth, Texas, last year Transportation benefits are an continuation coverage and a mint-
hour shifts Monday through Fri- One of these is a car-leasing plan adopted : car-leasing program sim- innovation in Chicago mum of 28 paid time-off days that
day, while another group works available only to nurses willing to ilar to Icwa Methodist's with like Illinois Masonic Medical Center employees can accrue each year m-
12-hour shifts on Saturday and work 11 pm to 7am results, says Mel Pickering, direc- pays Chicago's Flash Cab Co a reg- cluding vacation, sick leave aid
Sunday Those working 24 hours The plan originated at Iowa tor of human resources "We lease ular fee to drive nurses working 11 holidays If not used, each day ma,·
on the weekend receive 36 to 40 Methodist Hospital in Des Moines seven cars to nurses working 11 pm to 7am to the hospital Those be exchanged for 100% of the sal-
hours of pay and full benefits where nurses can lease Ford Fair- pm to  am, our most difficult leaving work at 11 pm are driven ary an employee normally earns

"Before the new scheduling, we mont Futuras for three years in shift to slot home at no charge The hospital offers group life ir-
had 60 positions open," Ms Moore exchange for differential pay they ' Probably our single biggest Rush Presbyterian St Luke's surance of $10,000 at no charge a·d
says "With a total of 350 nurses, would otherwise receive draw is Jur 24-hour-a-day child- Medical Center in Chicago offers Blue Cross dental insurance w ti
we now have only 30 positions "We started doing this 12 years care cen:er," Mrs Pickering says large cash bonuses to nurses work- 80% coverage up to $1,000 a year
open " ago to attract nurses to the late- Built during the late 1960s and ing night and evening shifts, says Blue Cross basic and major medical

Salaries at Cedars range from night shift since it is difficult to heavily subsidized by the hospital, Linda Del Monte, the hospital's insurance and 100% coverage fcr
$850 to $12 an hour, with differen- keep staffed," says Kay Montgom- the center charges working moth- nurse re:ruiter By working three outpatient X-ray and lab wor<
tial pay of 20% above base for the ery, director of nursing at Iowa ers Just $2 50 per day months of nights, a nurse can earn done at the hospital
3-to-11 p m shift and 40% for Methodist "It didn't work really "We are currently planning to a $400 bonus After a year, the 54 We have nursing positions
woriing ll pm to 7 am well-we had no overwhelming dcuole capacity from the present bonus is $1,200 and two weeks of open, but since we are more

The medical center self-insures stampede of people, because most enrollment of 325," she says "It is a vacation This is in addition to the progressive compared to other area
employee medical coverage, offer- already had cars " gcod draw, especially for nurses normal shift differential hospitals, we don't have as much
ing a $200 deductible with 100% co- Aimed at nurses who were un- wno woild otherwise be left out of Rush Presbyterian also offers problem filling them," says an El
verse if employees are admitted to able to finance a car shortly after the Job rrarket " 100% tuition reimbursement, three Camino spokesman
Ced ars and a $500 deductible with finishing school, the plan did have All Saints has 200 nurses and, weeks of vacation, nine holidays, Are benefits like those of'ered in

80% coverage if they are admitted limited success "We were able to like other institutions, is always 10 sick days, health care for full- California on their way to the rest
looking for more, she says "But we time employees under either Blue of the country? Baylor's Kristie
do not aim benefits at one group Cross,'Blue Shield or an HMO plan Rosset, coordinator of nurse re-

t without :he other, with the excep- that co1 ers 100% of medical ex- cruitment, expressed some doubts

insurance services guide
tion of tt e leased car " pense: except for prescriptions, a Baylor offers a full benefit pack-

The hospital self-insures medical $100 relocation allowance, $12,000 age that excludes dental insurance,
ccverage, Mrs Pickering says "If of life insurance, a pension plan but Includes such things as a gaso-

v employees use our facility, they and a payroll savings plan. line co-op that sells fuel to employ-
pay $25 lor hospital charges, that is Rush Presbyterian does not yet ees at 7 to 10 cents a gallon cheaper

- GROUP LEGAL - For advertising • all ' If another facility is used, offer dental insurance than pump prices, a physical fi:-

SERVICE PLANS
information in the there is a small deductible and 80% The hospital's biggest draw lS ltS ness center (for paying membes. 1,

of tie charges are covered flexible weekend schedule, similar and reduced hotel rates for nurses
0-Ir 35 page research report pro insurance Se,vices Guide

Other benefits include free life to that originated by Baylor and traveling to Dallas from outly rgvides the background and a de
telled explanation on this growing Contact: Barbara Tosheff insurance up to an employee's an- now used in around 30 other hospi- regions to work the weekend
employee benefit ($13.50) 740 Rush Street nual salary, a pension plan based tals nationwide schedule

Personnel Research Associates
49 Oakridge Rd. Chicago, Illinois 60611 on length of service and salary, a Benefit plans for two California Even so, Ms Rosset says tte

Verona, N.J. 07044 Telephone (312) 649-5340 $600 relocation allowance, 50% tul- hosp.tals may indicate where trend lS toward people wantirg
tier. reimbursement (the remaining things are headed in the health- more money, rather than better
50* woild be returned after three care industry benefits

RISK MANAGEMENT CONSULTANTS years or the Job), free parking, a St Francis Medical Center in "You need a satisfactory benefit
LOSS PREVENTION Since 1968 50% discount on cafeteria meals, a Lynwood, Calif, gives all employ- package, but I feel if nurses had

SAFETY/SECURITY 10% pharmacy discount, several ees eignt holidays a year, two their choice between a pay raise or
• Insurance tax shelter annuity plans in which weeks of vacation life insurance better benefits, most would pick

SPECIAL PROBLEMS & • Risk Management employees can contribute up to 20% equal to annual salary with an op- the pay raise," she says. "Money is
LIABILITY APPLICATIONS

• Employee Benefits of salary, two weeks of vacation, ton ti tuy more, one paid sick day the number-one consideration " .
• Loss Control

Property Insurance Savings.
Ccmprehensive Consulting, Informa- We do not sell Insurance

ticn, Protection and Control Planning.
E. W. SIVER & ASSOCIATES, INC.SECURITY DIRECTORS, INC.

9400 Fourth Street North
Suite 4532, One Penn Plaza P. 0. Box 21343

New York, NY 10119 St. Petersburg, Florida 33742
(212) 736-3310

YOUR BEST STRATEGIC MOVE...
f

We do not sell insurance (813) 577-2780

ARSON PREVENTION
BEGINS WITH HIRING THE RIGHT PEOPLE ...

A NEWLY DEVELOPED

Pre-employment Examination
Replaces the Obsolete Written Tests. 6

NOT a Lie Detector, But a Screening Aid
with Capabilities of Identifying the Potential Arsonist. .

LABORATORY TESTED, 95% ACCURACY.
A Service As Close As Your Telephone-

Results Within 24 Hours, Nationwide.

ALERT LABORATORIES
75 Essex Street Bayly, Martin & Fay International, Inc.

Hackensack, N.J. 07601 International Insurance Brokers & Risk Management Consultants

(201) 488-4900 Corporme Headquarters • 3200 Wilshue Boulevard • Los Angeles California 90010 • (213) 736 9600
©Copynght 1980
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. Competition forcing brokers
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185 to tout their other services
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By LEONARD M. WILSON

Special to Business Insurance
170
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1 1 premium rate competition has become
1CS 1 very much like the weather Everybody global insurance brokerage Although the It all adds up to an Industry rapidly adapt-1i talks about it, but no one seems able to do foreign client cited in the discussion has its ing to a changing marketplace The broad-
160 much about lt At least that's the way it ap- insurance placed by Marsh & McLennan, the ening of services also may be accompaniedpears

process involves a broad array of services in by shifts in the way the broker is compen-
4"24'*'48>22##*70'4Pip j Actually, insurance brokers are not stand- risk management, as well as employee bene- sated Unbundling is likely to gain momen-ing still The intensity of rate competition fits consulting This comprehensive ap- tum Remuneration may be more directly re-has been traumatic Earnings progress has proach again is described as global and ser- lated to the specific services rendered Bro-/ slowed and profitability vice-oriented

Insurance Industry stocks rose sharply last has suffered Thus bro- kers' compensation could become less sus-
Alexander & Alexander seems no less con- ceptible to the volatility of premium ratesweek with the Business Insurance stock index kers are looking for cerned with the trend to risk management Has the rate competition accelerated theclimbing 2.2 points to 183.9 from 181.7. methods to spur growth,  - -m services in insurance brokerage The presi- thrust toward services in insurance bro-insulate operations fromThirty-three stocks posted ga,ns, 24 declined the volatility of pre- dent's letter in A&A's report mentions the kerageO Lower rates have emphasized thatand 15 were unchanged. Largest gains were new financial alternatives to traditional in- the insurance broker lS not fully in controlmium rates and adapt to  surance funding for risk, forecasting losses of the price of his services For three years,reported by: Washington National Corp.. changes occurring in  and the demand for reliable risk manage- brokerage costs have risen, but commissions,21.6%; Banks Iowa Inc., 11.7%; Lincoln Na- commercial insurance

tional Corp., 10.6%; Crum & Forster, 9.1 %; ment information
A close look at annual burdened by rate competition, have not fol-and Continental Corp., 7.0%. Largest declines Significantly, the text of the annual report lowedreports provides an in-were: California Casualty Insurance Co., side view as to how bro- is devoted almost entirely to Alexander &

14.3%; Statesman Group Inc., 7.4%; U.S. Life kers are responding to   cessing The report is sprinkled with such more talent and investment in computerNew services and enhanced capabilities do
Alexander's extensive activities in data pro- not come cheaply, though They require

Corp., 6.1 %; First Colony Life Insurance Co.. depressed premium rates5.4%; and Tok,0 Marine & Fire Insurance Co., and reduced profitabil- Wilson mainstays of data-processing lingo as soft- hardware and software
4.7%. The 1.2% insurance index increase ware, on-line systems, data bases and finan- But the effective delivery of services mayity Each broker may have specific concerns, cial models There seems little doubt that have a great effect upon the competitive po-outperforrned the three major stock market in- but what comes through in perusing six an- many client services will be anchored in data sitions of insurance brokers in the 19805dicators.

nual reports is a steadily increasing emphasis processing; and A&A is signaling a commit- Whatever the competitive outcome, the cor-on services that encompass both functional ment to develop the requisite services
British Issues and geographic diversification porate client seems sure to benefit as insur-

Take Marsh & MeLennan, for example ance costs are rationalized by the emerging
6/2

1 Week
The company has been thought of as an in-Price P/E DIv. Yield High-Low

Frank B Hall, too, is bent on projecting a techniques
service image A full page in its annual For insurance brokers, risk managementCompanies pence pence % pence pence dustry innovator Accordingly, its views and report lists 42 specialties and services pro- services could provide a source of stableComml Union 162 110 1545 95 162-154 policies are especially noteworthy

Eagle Star vided by various Hall subsidiaries They in- growth through the decade Firm rates and277 92 1500 54 277--236
Gent Accident 302 7 3 19 29 6 4 302-288 The annual report describes Marsh & clude a wide array of claims services as well new services generating incremental reve-
Gdn Royal Exch 286 7 3 2214 7 7 289-268 McLennan as a "global, professional service as more specialized activities such as pre- nues are a combination that could be hard
Phoenix 252 74 2129 84 252-240 firm," the key words being global and ser- mium audits, structured settlements and for investors to resist if, as seems likely, theyvice
Royal real-estate location studies378 10 5 34.29 9 1 378-365
Sun Alliance Advice and services on risk-related prob- translate into accelerated earnings growth

810 81 47 14 58 810-800 Fred S James devotes most of its annual
lems are likely to be a significant growth report to international insurance brokerage,

Brokers industry, M&M management states At an- but initiatives taken during 1980 includeCE Hoath Financial briefs
246 96 1500 6 1 247-238 other Juncture, worldwide risk management heightened activity in employee benefits,

Hogg Robinson 115 89 814 71 120-114 services become a focus of discussion surplus lines and underwriting managementAlix Howdon 118 79 1000 85 118-113
JH Minet The annual report also includes a case James is also expanding its services Underwriting losses125 125 650 52 125-118
Sidg Grp 129 112 714 55 129-127 study that details the company's role in Corroon & Black speaks of broadening and Companies that account for 95% of the na-
Stenhouse Hidg 95 88 664 70 96- 90 strengthening risk management services as lion's property/casualty insurance expel·1-
Stew Wrightson 233 12 5 1714 7 3 233-227 Leonard M Wilson, a senior analyst at well Rollins Burdick Hunter uses a series of enced an underwriting loss of $14 billion inWillis Faber 330 11 5 1714 5 2 330-325 First Manhattan Co Inc in New York, case studies to highlight client services that the first quarter of 1981, according to the In-Source Philip Olsen/Alan Clifton, Insurance In- specialues in insurance brokerage stocks focus on alternative funding, claims han- surance Services Office and the Nationaldustry Specialists Kitcat & Aitken Stock-

brokers, London dling, safety engineering and loss analysis. Assn of Independent InsurersHe is a member of the New York Society Of Data processing is an integral element of the The loss represents 6 3% of the $22 4 billionSecunty Analysts approach

LL_212
in premiums earned in the first quarter An
underwriting loss of 3.5% was experienced
by the companies in the first quarter of 1980

Bl Industry Stock Report The companies reported total earnings, in-
cluding investment income, of $168 billion

JUNE 2, 1981 5/26/81 THRU 6/2/81 during the first quarter, or 7.5% of earned
JUNE 2, 1981

Insurance Cos. 5/26/81 THRU 6/2/81 premiums
Price % Chg P/E $ Div % Yld High Low Vol (000)

Price % Chg P/E $ Div % Yld High Low Vol (000) The first-quarter underwriting loss con-
Aetna Life & Cia Co _ - sists of $985 million in direct underwritingAmerican Bankers In3 Group NYSE 37 38 03 62 232 62 38 00 37 13 656 0 Toklo Marine a nre Ins Co OTC 159 50 -4 7 17 6 1 03 0 6 164 63 159 50 0 7 losses, and $417 million in dividendsOTC 7.50 3 4 11 9 0.44 5 9 7.50American Gen Ins Co 7.25 171 1 Traveleri Corp

NYSE 4363 -11 68 200 46 4425 4363 NYSE 48 13 -0 3 56 288 60 48.88 48.13 237 2American Indty Finl Corp OTC
68 1

157543 60 112 71 16.13 15.75American Intl Group Inc 76 United Fire & Cas Co OTC Written premiums in the first quarter to-3850 00 101 100 26OTC 59 75 1 8 11 4 0 40 0 7 60 50* 59 50 301 5 United States Fid & Gty Co 38.50 38.50 00

NYSE 44.75 32 59 320 72 44 75 43 63 89 0 taled $23 billion, an increase of only 33%American Natl Ins Co OTC United Sves Life Ins Co
1350 -09 61 068 50

American Sts Life Ins Co OTC
13 63 13.50 115 0 Uilite Corp OTC 15 88 -1 6 66 100 63 16 13 15 88 22 7 over the corresponding period of 19801750 00 58 072 41 17.50 17.50 NYSE 27.13 -6 1 66 076 28

Aneco Reina Ltd 0 7 Washington Nati Corp 28.75 27.13 250 3
OTC 425 62 00 000 00 4.38 4.00 18 5

NYSE 3163 216 94 108 34 33 13* 26.00 465 2Appalachian Natl Corp OTC 250 53 71 000 00 2 50* 2.38Avemco Corp 1 6 Zenith Natl Ina CorpAMEX 10.63 49 90 050 47 OTC 17.25 0 0 10 1 0.60 3 510 63 10.13 10 0 17.50 17.25 12 1 Commercial Union
Banks Iowa Inc OTC INSURANCE COMPANIES

3350 117 55 144 43 AVERAGE 82

Bitco Corp 33 50* 30.00 11 7 39
OTC 4000 00 57 216 54 Commercial Union Assurance Co Ltd 's

Carolina Cai Ins Co 40.50 40.00 40

Central Natl Finl Corp OTC 750 -14 3 48 032 43 900 750 19 Agents/Brokers unaudited profits for the first quarterOTC

Chubb Corp
1013-12 37 065 64 10 25 10 13• 08 dropped 4.8 million pounds to 12 6 millionOTC 4925 31 60 268 54 50380 4900 1087 Alexander & Alexander Sves OTC 3425 07 114 184 54 3425 3425 1312 Pounds from 18 O million in the first quarterCombined Intl Corp Baldwin & Lyons Inc OTCNYSE 20 63 -2 9 58 160 78 21.38 20.63 129 6 Corroon & Black Corp 3425 00 59 080 23

Connecticut Gen Ins Corp
34.50 34.25

NYSE 5388 36 350 176 33 5475* 5275 NYSE 23 38 -0 5 109 176 75 23 38 23 13 5 1 of 1980 Its combined ratio soared to 109 4%
Continental Corp 117 8 Crump E H Cos Inc 17 2

Crawford & Co NYSE 27 00 69 73 240 89 27 38 25 63 383 8 Hall Frank 8&Co IncOTC OTC ..75 44 10 8 040 34 1175 1138 89 3 from 103 7% during the corresponding period17.75 0 0 13 9 0.52 2 g
Crown Lire Ins Co 17.75 17.75 41 3 NYSE 25 75 -2 4 95 160 62 25 75 25 00 37 6 of last yearOTC 110.00 00 92 280 25 110.00 110.00 1 1 Integrated Res Inc
Crum & Forster Jamea Fred S & Co IncNYSE 34.38 91 59 144 42 AMEX 1700 4 4 77 000 00 18 25 1700 36 3 Commercial Union attracted 367 4 million

35 25 31 88 NYSE 25 75 -1 0 11 3 1.60 6 2 27.00 25.75Employers Cas Co 202 1
OTC Marsh & Hclennan Cos Inc 28 0

3775 00 57 120 32
Equifax Inc 37 75 37.75 3 6 Penncorp Find Inc NYSE 37 50 6 4 12 3 2.00 5 3 37.50 35.75 389 9 pounds in premium income in the first quar-
Excelsior Ins Co NYSE 24 25 32 75 240 99 24.25 23 63

OTC
80 Poe & Assoc Inc

1550 -16 316 070 45 NysE 613 65 69 016 26 625 588 376 9 ter Compared to 349 6 million pounds in theOTC
15 75 15 500 1050-23 93 080 76

Farmers Group Inc 10.75 10 500
OTC

13 04

3250 20 102 112 34 32 50 32 00 295 5 same period of 1980Reed Stenhouse Cos Ltd
First Colony Life Ins Co OTC Rollins Burdick Hunter Co4350 -5 4 143 080 18 OTC 12 00 0 0 10 4 0.56 4 7 12.00 11.75 57 6 "The claims ratio was adversely affectedOTC

46.50 43.50 2400 00 125 124 52
Foremost Corp Amer 67 24.00 24.00

OTC
19 3

2925 64 91 080 27 29 25* 28.50 21 6 ..==.
Great West Life Assurn Co AGENTS/BROKERS

OTC 224.00 00 93 10 00 45 224.00 224.00 AVERAGE by an increase in domestic and commercial96 49
Hanover Ins Co 00

OTC 3050 52 41 072 24 31 250 30.50 fire losses, which included an increased33 0Hartford Steam Boiler Inaptn OTC 49 00 10 99 260 53 49 00§ 48 50 16 9 Conglomerates/Holding Cos. rrumber of suspected arson cases," the com-
pany announcedJefferson Nati Life Ins Co OTC 38 00 -1 3 34 2 064 17 38 25 38 00 27 American Expres.(Fireman•s Fd) NYSE 48 63 69 91 200 41 50 25• 47 50 1,583 6 "Workers compensation business, how-Kemper Corp

Lineoln Natl Corp Ind OTC 33 75 00 52 160 47 34 13 33 63 354 1 Anderson Clayton(Ranger/PanAm) NYSE 22 00 00 60 120 55 23.25 22.00NYSE 44 50 10 6 63 300 67
Mgic Invt Corp 44.75 42.00 111 1 Armco Ine 43 7

NYSE 34.00 07 87 164 48 34 25 33 88Mission Ins Group Inc 155 0 ever, continues to be marginally profitable "NYSE 38 25 59 10 3 128 33 38 63 37 38 293 5 City Investing Co (Home Ins ) NYSE 28 00 -4 3 78 160 57 29 38 28 00 334 0 The company'S US premium income in-NYSE 4700 05 88 100 21 49 00• 46.75 477 1 CNA Finl Corp (CNA) NYSE 1600 32 63 000 00
Nationwide Corp Ohio 16.00 15.25 15 6

Northwestern Natl Life Ins creased by 18% percent over the last quarter,OTC 2413 00 69 070 29 2413 2413 12 Control Data (Comml Credit) NYSE 78 50 -1 3 92 090 11 84 00. 78 50 641 5 and premiums grew in the United KingdomOhio Cas Corp OTC 2763 49 68 125 45 2788 2763
OTC 4238 27 73 204 48 7 3 General Re Corp

42.75 42.13 NYSE 74.50 2 4 10 1 176 2 4
Old Rep Intl Corp OTC 62 3 Gulf Utd Corp 75 385 72 50

16.75
109 5

6.25 0 0
23 0.92

00

55
Plnehur3t Corp 17.13

OTC
NYSE 2275 4 6 82 128 56 23 38 22750 101 1 by 16%

00

46

0.00 6.25
16.38 75 7 INA Corp (Ins Co of NA)
6.25 25 5 ITT (Hartford Group)

NYSE 46.00 25 64 240 52 47 63* 45 25 149 7
NYSE 3213 36 64 260 81

Preferred Risk Lite Ins Co OTC
32.13 31 50 523 2

2000 00 67 080 40
Provident Life & Acc Ins Co 20.00 20.00

OTC 4600-21 68 220 48 4 1 Reliance Group Inc
46.00 46.00 NYSE 8000 32 66 300 38 8000 7900Ryan Ins Group Inc 25 9 Crum & Forster

OTC

St Paul Cos Inc 2125 37 85 012 06 21.25 20.50 15 8 3%/H Cgib;Biyyirtil&£iy} NYSE 32 75 3 0 14  ; 00 3 f 14 00 32 75 79 4 Crum & Forster has declared a quarterly19.13 18.88 1.422 2

Sareco Corp OTC 46 50 16 87 232 50 47 380 46 00 269 5 Teledyne Inc (Argonaut)OTC 3963 -09 74 200 50 NYSE 161.00 4 5 99 000 00 166 00* 161 00 418 240 00 39 63 110 8 Tranaamerica Corp (Occidental) NYSE 24.13 66 66 128 53 24 130 22.75 549 2Sri Corp dividend of 36 cents per share on its commonOTC 2200 -33 50 080 36 2275 2200Seibels Bruce Group Inc 16 7 CONGLOMERATES/HOLDING COSOTC 22 50 78 121 080 36 2250 2138 AVERAGE
56 6 83 31 stock It also declared a regular quarterlyStateiman Group Inc OTC 625 -7 4 52 015 2,4 6.88 6.25 37 2 *Record high/low .ince Jan 1,1981 dividend of 60 cents per share on Series A

System design Altman Infomation Systems convertible preferred stock
Both dividends are payable in June toi shareholders ofrecord May 26



An effective employee communication
program must consider both what the
employees want to know and what they ought
to know. The way Alexander & Alexander's
subsidiary, Benefacts Inc., looks at a hotel
chain will help explain how we willlook at
your business. In this case, we look through
the eyes of the people who meet the guests
as well as the people who meet the payroll.
Analyzing hostelry programs from the time
people are hired to the time they retire.

Only by working from a client's point
of view can we be sure a company gets the
most comprehensive, cost-efficient program
possible.

Effective

communication programs
This insider's vantage point enables our

BENEFACTS® specialists to act as communi-
cation consultants to any organization with
a story to tell its employees, Whether this

The inside view of employee communication

J,

Front desk activity at the Marriott Essex House in NewYork City.

means producing Personal Annual Reports
for the employees, simplifying instructional
or contractual language through our
ClearWrite@ service, providing Retirement
Communication Services, or creating audio-
yisual aids and training materials. Benefacts
knows how to drive your message home.

Each industry has different needs. For
human resource management, for insurance,
for risk management, for financial services.
And each of our 120 offices here and over-

seas has the facilities, expertise, and strength
to fulfill the requirements of any company,
large or small, in any industry.

We think a big reason A&A has become
one of the largest and most trusted insurance
brokers worldwide is that we work the same
way with every client. From the client's
point of view.

r,r r

Alexander
8Alexander

From the client's point of view.


