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Reinsurer cancels contracts
with Dyna Span, ICA

NEVW ORLEANS-New England
International Surety Inc. said last
week that it has canceled its rein-
surance contracts with Dyna Span
Corp. and Insurance Corp. of
America effective May 31.

The Panama-based reinsurer
concluded "that the dealings with

these companies had become too
controversial and has made New

England unpopular at state levels
Continued on next page
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california court Newest bill escalates war

levies tax on

self-funded plan

By ROBERT A. FINLAYSON

SAN FRANCISCO-In a decision that could cost Cal-
ifornia employers hundreds of millions of dollars in
back taxes, a federal appellate court upheld the right of
states to impose a premium tax on benefit payments
under a minimum premium health care plan.

Some attorneys believe the decision also permits the
state to tax benefit payments made under self-insured
group health plans covered by stop-loss insurance-ei-
ther specific or aggregate.

If the decision stands, it could cost employers as
much as $200 million to $300 million in back taxes,
according to the California Insurance Department.

California tax law allows the state to collect back
taxes for the four years prior to the current tax year.
Most insurers pass state premium taxes onto the plan
sponsor, so employers rather than the insurers are ex-
pected to pay these back taxes.

The premium tax in California is 2.35%.

A sustained decision also would increase future
health care costs for many employers in California
that purchase minimum premium plans and perhaps
those that self-fund and buy stop-loss insurance.

Benefit experts also predict that other states are
likely to impose the same type of tax on minimum
premium plans.

"My guess is that other states will follow suit,"” says
William J. Kilberg, a partner with Gibson, Dunn &
Crutcher in Washington, D.C., which represented Gen-

Continued on page 32

INnsurers’

The rise and fall

of the combined ratio™

recovery

Combined ratio falls

over McCarran-Ferguson

By JERRY GEISEL

WASHINGTON-Insurers vow to fight revised legislation
unveiled last week to amend the McCarran-Ferguson Act,
contending the proposal would hurt both the insurance busi-
ness and insurance buyers.

But, Senate support is building for amending the 1945 law,
which gives insurers limited immunity from federal anti-
trust law and grants states
primary regulation of the in-
dustry.

Sen. Howard Metzenbaum, "O:...=F-
D-Ohio, for years the sole
Senate crusader against

16/W.

r&si al . 40 f1" 1
Li N ”@ﬂ ph 164
., an n. Paul a1

Simon, D-lll.-as well as Sen. 4

Edward Kennedy, D-Mass., in

his bid to limit insurers’ im-

munity from antitrust law. -

Under Sen. Metzenbaum's
latest proposal, S. 1299, insurers and advisory organizations
would be permitted to jointly collect and exchange some his-
torical data on paid claims and reserves.

In addition, the bill would allow insurers to engage jn cer-
tain joint activities without violating federal antitrust law,
such as banding together to provide coverage through indus-
trywide pools.

Earlier proposals to amend McCarran-Ferguson introduced
by Sen. Metzenbaum did not make clear that joint collection
and exchange of historical loss data would be legal. There

also were questions whether pool activities would be legal
under antitrust laws.

While Sen. Metzenbaum modified his legislation, he says
his intent remains the same: subjecting insurers to federal
antitrust law, while preserving the power of the states to tax
and regulate the industry.

"The bill | am introducing. .would simply apply the same
standards of free competition and fair play to insurance that

apply to other industries,
without in any way diminish-
ing the power of the states to
Sen. Metzenbaum regulate insurance as they do
now," Sen. Metzenbaum said

last week when he introduced

promote competi. the bill

A ) equiring insurance com-
tion, lower prices panits to live by the rules of

free competition would not
disrupt state regulatory pro-
grams. It would not prevent
insurance companies from
sharing information. It would

says his bill 'would

and availability
of coverage.'

promote competition in the in-
dustry, promote lower prices and greater availability of
coverage,"” he added.

But insurance industry spokesmen say the latest changes
in Sen. Metzenbaum's bill are virtually meaningless and the
measure, if enacted, could actually decrease the availabil-
ity of insurance.

For example, while insurance advisory rating organiza-
tions like the Insurance Services Office still could collect and
distribute historical data on paid claims and reserves, insur-

Continued on page 34

Boeing paying
bulk of JAL loss
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to 6-year quarterly low

By JUDY GREENWALD

The property/casualty insurance market may be
softening, but moderating rates are not yet reducing
commercial insurers' earnings.

Following a relatively catastrophe-free first quarter,
the 24 major insurers tracked by Business Insurance
posted a 72.3% increase in aftertax operating income
to $1.76 billion.

And, perhaps more significantly, five of the com-
panies in the survey reported first-quarter combined
ratios below 100%, while another four posted com-
bined ratios of between 100% and 101%.

Overall, the insurers posted an aggregate combined
ratio of 105.3% in the first quarter, down from 110.7%
in last year's first quarter, and the lowest quarterly
combined ratio since the first quarter of 1981 (see
chart).

Insurers' first-quarter results were "pretty positive,"

1986 1987

said Sean Mooney, an economist with the Insurance
Information Institute. "It shows the industry is defini-

Chart: Amy Palmer

Continued on page 27

Huge appliance store warehouse fire in Chicago

estimated to cause $35 million in damages

Page 4

By STACY SHAPIRO and STEVE TARAVELLA

LONDON-AIlthough the official accident report on the cause of
the 1985 Japan Air Lines Boeing 747 crash will not be released until
next week, Boeing Co. and its underwriters already have agreed to
pay more than 80% of the liability losses.

Boeing and its aviation product liability underwriters in January
agreed to pay 82.5% of the compensation to the four survivors of
the crash and to relatives of the 520 people who died, Business In-
surance has learned. JAL's liability underwriters agreed to pay the
other 17.5%.

This agreement is not expected to be affected by the results of the
JAL crash investigation by the Aviation Accident Investigation
Commission of the Japanese Ministry of Transport, underwriters
say.

The 82.5%-17.5% split "is supposed to be definite," said one of
the underwriters involved.

Spokesmen at Boeing in Seattle and JAL in New York would not
confirm or deny the breakdown.

Altogether, underwriters believe the final liability cost of the JAL
crash, the worst single-aircraft aviation loss in history, could ex-
ceed $345 million, significantly more than the $160 million re-
served by underwriters shortly after the Aug. 12, 1985, disaster.

"It is an expensive loss to the market," said one underwriter.

So far, Boeing aviation underwriters calculate they have paid
or are reserving more than $295 million for liability losses from the
crash, while JAL underwriters say they have paid or are reserving
around $49 million in liability losses.

A Boeing spokeswoman says it is not possible to estimate what its
ultimate liability will be, since it has not yet been determined
whether damages to Japanese plaintiffs will be decided by U.S.

Continued on page 34
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New England cancels contracts

Continued from page 1

in light of the sincere efforts to establish New England as a seri-
ous insurance company," according to Joe Aguda an official with
New England International Surety of America Inc, the Louisiana-
licensed subsidiary

Dyna Span claimed to operate as a purchasing group under the
federal Risk Retention Act, while ICA claims to be exempt from
state regulation under two turn-of-the-century court decisions
Both have been hit with cease-and-desist orders or injunctions by
several state insurance departments (Bl, June 1, May 26, 1986)

A R Johnson, president of Dyna Span and ICA, said that Dyna
Span no longer operates as a purchasing group, since recent
amendments to the Risk Retention Act clearly require coverage to
be placed with a licensed insurer

The license of New England's Louisiana-based unit bars It from
insuring risk retention or purchasing groups

Dyna Span now functions as a "management service company"
and has not yet found a licensed market to underwrite its business,
Mr Johnson said He confirmed that ICA has replaced ItS New
England contracts with coverage underwritten by Independence
Insurance Co Ltd of Bermuda

New England International is unrelated to New England Rein-
surance Corp , while ICA, based in Boca Raton, Fla, IS unrelated to
a Texas-domiciled company of the same name

Virginia MAP dissolved

RICHMOND, Va -Virginia's statewide market assistance plan
has been dissolved because It has served its purpose, said In-
surance Commissioner Steven T Foster No new applications have
been received since November 1986, he said

Approximately 20 insurers participated in the program, which
was designed to help state residents find liability insurance for
municipalities, day care centers, businesses with liquor law expo-
sures and small businesses with product liability exposures The
program was dissolved April 16

Since its inception in January 1986, the Virginia Market Assis-
tance Plan received 76 applications Of those, insurers quoted rates
on 28 and wrote coverage for 14 Insurance was found elsewhere by
15 of the 76 applications In addition, 19 applicants were declined
and 10 were reJected as being ineligible

Gunter fights Louisiana insurer

TALLAHASSEE, Fla -Florida Insurance Commissioner Bill
Gunter is trying to stop Baton Rouge, La -based Physician's Na-
tional Risk Retention Group Inc from selling medical malpractice
insurance to Florida doctors

A hearing was scheduled last Friday in U S District Court for the
Northern District of Florida in Tallahassee to discuss the request

Mr Gunter said the low-cost coverage-averaging 30% to 35%
below other insurers with experience in the line--is appealing to
Florida doctors who have been hit with soaring malpractice insur-
ance premiums and few available markets "But | would warn
physicians that this group is in questionable financial shape and
may not be around to make good on claims," he said

A financial statement the insurer filed this year with the Florida
Insurance Department Indicated that Physician's National had
$100,000 in capital and a $900,000 letter of credit

As many as 750 Florida doctors have paid $5,000 each in "mem-
bership and capitalization fees" to Physicians National, and about
35 other doctors have paid premiums, an Insurance Department
spokeswoman said The insurer is offering claims-made and occur-
renee-based coverage with limits ranging from $250,000 to $1
million per claim with a $3 million annual aggregate

There was no answer over two days at a telephone number listed
for Physicians National in Baton Rouge

Belvedere America pays fine

NEW YORK-The New York Insurance Department has fined
Belvedere America Reinsurance Co $61,000, charging that the rein-
surer conducted business out of ItS New York office while its 11-
cense application was still pending

Robert Huggins, Belvedere America's president, said the rein-
surer disagrees with the department's contentions but decided to
pay the fine "in hopes of expediting the licensing process "

Belvedere America maintains a corporate office in New York and
an underwriting office in New Jersey, where It IS licensed as a
reinsurer, Mr Huggins noted

Belvedere America IS the U S reinsurance unit of Belvedere
Corp, which went public last year, expanding from the operations

of its Bermuda-based Belvedere Insurance Co Ltd Belvedere

America applied for a license in New York in December 1986

Court upholds severance pay

WASHINGTON-The U S Supreme Court last week upheld a
Maine law requiring employers to pay a severance benefit to certain
employees laid off because of plant closings

A Maine company had contended that the state statute was pre-
empted by the Employee Retirement Income Security Act of 1974

Continued on page 33

errors & omissions

Correcting an earlier statement to Business Insurance, a Merrill
Lynch & Co spokesman says the firm is not insured for a $2 25
million punitive damage award in North Dakota, where a jury
found the firm guilty of unauthorized trading (Bl, May 11) The

firm intends to pursue all remedies in fighting the award, he
added

Asbestos firms to gain
$275 million from ruling

to policyholders for bodily injury asbestos claims (Bl,
June 1)

SAN FRANCISCO--Three of the asbestos producers Judge Brown ruled that producers are entitled to re-
involved in landmark litigation here stand to gain cover from all insurers that wrote liability insurance
more than $275 million in insurance coverage to pay policies for them from the time a claimant was exposed
asbestos claims following San Francisco Superior to asbestos through the time the victim files a claim or
Court Judge Ira A Brown's long-awaited decision until the victim's death In many cases, this has been

The May 29 decision also could persuade other more than four decades
Judges to 1SSUe similar broad decisions in other as- Judge Brown also found that every policy triggered
bestos coverage cases and in cases involving toxic sub- by an asbestos-related bodily inJury claim must re-
stances, policyholders' attorneys contend spond in full to a claim and that policyholders do not

Moreover, some producers believe that Judge have to pay a proportionate share of defense and in-
Brown's decision will bolster policyholders' bad faith demnification costs for periods when they were self-
clairrs against insurers in the California asbestos liti- insured or uninsured
gation as well as their attempts to obtain coverage for But, in a part of the decision that favors insurers,
Judge Brown held that under pre-1966 policies, in-

By STEPHEN TARNOFF

asbestos property damage claims
However, while the decision generally is being hailed surers are not liable for defense costs after policy
as a major victory for policyholders currently involved limits have been exhausted
in ccverage disputes with insurers, not all asbestos Judge Brown also ruled
prodicers see the decision as favorable * Insurers bear the burden of proving that policy-
At least one major producer with an asbestos cover- holders acted Intentionally or maliciously in order to
age Jase says that Judge Brown's rulings on other deny coverage on the basis that the policy only covers
iISsUES in the case are detrimental to his client losses which are not expected or intended
Attorneys for insurers, however, contend the deci- = The excess insurers of asbestos producer GAF
sion likely will be limited to asbestos coverage cases- Corp of Wayne, NJ,do not have to drop down and
if it _s used at all by other courts pay the defense and indemnification costs for those
Some attorneys for insurers also contend that while primary insurers that either refused to defend or in-
the decision benefits producers in this particular liti- demnify GAF or are insolvent
gation, it could hurt policyholders in general by lead- However, insurers are expected to appeal Judge
ing -0 reduced availability and higher-priced liability Brown's ruling
The three policyholders that benefit directly from
And, attorneys for insurers dispute policyholders' Judge Brown's wide-ranging ruling are GAF, Arm-
assessments of the decision's potential impact on bad- strong World Industries Inc of Lancaster, Pa , and Fi-
faith claims and asbestos property damage claims

insurance

breboard Corp , a unit of Portland, Ore -based Louisi-
A 1 attorneys generally agree that Judge Brown's de- ana-Pacific Corp

cision gives the broadest insurance coverage possible Contznued on page 33

Deadline nears

for RMIS listing

Business Insurance will

States query insurers
on antitrust activity

By DOUGLAS McLEOD

publish its annual directory of
risk management information
systems in the July 13 issue,
which W111 Include a spotlight NEW YORK-Investigations by five state attorneys general into possi-
ble insurance industry collusion during the recent liability insurance
crisis could continue for several months, sources say

report on trends in the grow-
ing field of risk management
automation The inquiries into possible antitrust violations and violations of unfair
There is no charge to be trade practice laws by insurers or reinsurers have been ongoing since last
listed in the directory, but vear

companies wishing to be in-
cluded must fill out and return

Representatives from the offices of the California, Massachusetts,
Texas, New York and Minnesota attorneys general traveled to Lon-

don in March to interview industry officials, including reinsurance
brokers

a questionnaire provided by
Business Insurance

If your company produces
and supplies software to cor-

Between 100 and 150 companies have been subpoenaed to provide
information during the course of the investigations, sources say

Officials in most of the states confirmed that they are conducting
inquiries and are cooperating with one another in the investigations,
but declined to provide further details for the record

Insurers and reinsurers are taking the inquiries seriously One source
noted that some of the subpoenas-including those issued in connection
with the California probe-cite possible violations of law that could
carry criminal penalties

Industry and regulatory officials say, however, they doubt the in-
vestigations will turn up any evidence of collusion or conspiracy, and

porate risk management per-
sonnel and you have not yet
received a questionnaire,
please request one immedia-
tely by calling Marilou Jones
at 312-649-5279

The deadline for returning
completed questionnaires to
Business Insurance is June 15

Conttnued on page 26
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Subject insurers

to antitrust laws,
NICO chief says

By LAURA MAZZUCA

SEA ISLAND, Ga -While a consumer group advocates
sublecting the insurance industry to antitrust regulations,

Tort reforms
States limit punitive awards, joint and several liability

The latest series of tort reforms passed by state legisla- bills will cap damage awards against public entities and
tures make it tougher for plaintiffs to win punitive damaqe,llmlt some medical malpractice awards (BI, ARI‘Il 20).
Awards and limit the application of Joint and several lia- However, in Connecticut, Gov William A O'Néill has

ta, Montana

Ped a law that liberalizes the doctrine of joint and sev-
I

proponants-afthe MeCaraasFerguson Act say rreei@YtéyE?Sﬁ gﬁcf rﬂtg E%egyrgogggneﬁa{]g?ts’rg?c'?rrr%dg %rf‘i;ar?ir'it-y; . rre-CTﬁqfni\C/l%@m JThe new AW Which

Everybody but the insurance companies and a few of
their close friends" has pledged their support to repeal the
McCarran-Ferguson Act, claimed J Robert Hunter, presi-
dent of the National Insurance Consumer Organization

"What they support is not the abolition of state regula-
tion, but a simple repeal of the antitrust exemption-be-
cause it iS national policy, and because they haven t yet
heard any reason for an overwhelming need for the insur-
ance industry to be exempt," explained Mr Hunter of

0, a non-profit public interest group in Washing-

Mr Hunter met two of his opponents during a heated
panel discussion about the future of the McCarran-Fergu-
son Act at the 53rd annual meeting of the National Assn
of Insurance Brokers, held May 26-29 on Sea Island Ga

John E Washburn, director of the lllinois Department of
Insurance, countered Mr Hunter by saying "In its present
form, state regulation won't survive the repeal of McCar-
ran-Ferguson "

McCarran-Ferguson serves as a "beacon" in illummat-
ing a state's regulatory responsibilities, allowing the states
more flexibility and freedom to act, said Mr Washburn
"When you take that away, you really start to get some
very gray areas "

Sen Donald M Halperin, D-N Y, concurred "Alr
change is not progress Simply moving something to
the federal level doesn't mean you're going to solve the
problem By repealing McCarran-Ferguson, | don't believe
we're helping the states "

"States have been regulating insurance for more than
120 years," continued Mr Washburn, who is also presi-
dent-elect of the National Assn of Insurance Commission-
ers "They have developed a system that doesn't depend on
any one state "

States are responsible for regulating insurer solvency
and the insurance marketplace in general, Mr Washburn
explained Regulatory expertise and areas of specializa-
Hon vary from state to state, based on the state's primary

usinesses

Each state has its own test for determining a company's
solvency Over the years, many states develop specialties,
such as an expertise in a given line of insurance This

individuality would be impossible under federal regula-
tion, said Mr Washburn

"Each state is able to innovate, depending on how it no%?ﬂ%%(mglé? W

looks at the marketplace," he said

thestates' ability to innovate and their ab

. The repeal of McCarran-Ferguson would. yndermine, th
mdmduzﬁ sia? 'S power,%e\lgashgurn sa#, ancmsﬁle %

llity to be letter of credit | K
However, "State regulation can and will survive, ov%?PLJSrtI%J%tlrlodn r%fotﬂﬁtPn”"‘legr"éS? %‘é’g&?&’gqh@o&ﬁ?’%’eﬁ?ﬁﬁq erm

passed in their's
of which become effective July 1,
while Texas Gov Bill Clements is
expected to sign the package of leg-
islation passed by the Legislature

-r p > . weakens sweeping tort reform legis-

. fll'ation enacted last year, becomes ef-
5,:.,4,<"dj.].]fective Oct 1

Details of the tort and insurance

last week reform legislation enacted in North

Dakota, Montana, Texas, Kansas,

) The C(?Iorado and Texas legisla- Colorado, Utah and Minnesota fol-
tion also include some insurance re- 4. low
forms. o

In addition, Minnesota Gov. Rudy
Perpich has signed into law a pack-
age of insurance reform bills

And, Maryland Gov William Don-
ald Schaefer last week signed three
tort reform bills, as expected. The

! North Dakota

Comprehensive tort reform legis-
lation goes into effect July 1 in
North Dakota, after being signed
into law by Gov George A Sinner

Cont:nued on page 29

Businesses to rally for product liability reforms

By JERRY GEISEL tion can be passed in the House of Representatives," added
. ) Sharon Spigelmyer, director of loss prevention and control

WASHINGTON-Hundreds of business representatives at the National Assn of Manufacturers in Washington
are exgected to swarm on Washington this week to per- This wave of optimism that reforms will be considered

1 :SHagle Congress to pass federal product liability reform leg- and perhaps passed this session by at least one branch of
Congress is being fueled by a number of factors, including
Tuesday's rally at the U S Chamber of Commerce-to ¢ KeY House Democratic leaders agree that Congress
demonstrate business support for reform legislation-omes should be considering product liability legislation
at a time when the business community again is optimistic For example, Rep John Dingell, D-Mich, chairman of the

tILalt_ ang_relss_ will give serious consideration to product h- House Energy and Commerce Committee, which has jurls-
ability fegislation diction over product liability legislation, described the

"Product liability is alive and kicking as an issue in Con- issue as "one of the most important before the commit-

SRS ST ADIBIT L SO RIRSISL &1 dRemiment e and I deserves careful but expediious considere-

"Product liability insurance rates have skyrocketed in the
Continued on page 29

Graphic Amy Palmer

in Washington
"There is a real feeling of optimism that reform legisla-

College of Insurance refinances

By DOUGLAS McLEOD trustees and vice chairman of Marsh & McLennan Inc

. According to Mr Kline, the plan includes

NEW YORK-The College of Insurance expects to bring its 0 $2 3 million in gifts to the college

n,debt under control with a refinancing plan an- « A 15-year, $9 2 million first mortgage, held by the Bank of

w_York and carrying interest of "sl;g[;htly less" than 10%

Ne
The dept was jncurred in the construction of the college's « A 15-year, $7 7 million second mo e held by insurers,
SO AL L e e s e e
from the Bank of New York-in 1981, w | share in a f Increase

en mort?a e, In which mortgage holders wi
he value of the college's physical plant over the 15-year

whether or not the McCarran-Ferguson Aet is amended or larger-than-expected debt (BI, May

RIANg6g. and ihalS heintertien,of those drafting the T

Those favoring repeal of McCarran-Ferguson are less e

tnan-¢ ; : Under th f the refinanci | h
h‘? refman(%mg plan includes gifts and mortgage-backed second mo ﬂ{lég%tWﬂT%g rhaed%rﬁw Wiien e %Bﬂ%ﬁrg%rgﬁ o
RAES RS ARIMRABIES MR Mg Dhdnaiag Ao he @

Cont:nued on page 7 cording to L Patton Kline, chairman of the college's board of

er making payments on the first mortgage, Mr Kline

Continued on page 30

Economist named top insurance woman

Al

-l

'%.3

thriving
While Mr Stewart, a former New York In-
NEW YORK-Barbara D Stewart is the surance Commissioner, was once more wl-
first economist to be named Insurance dely recognized, clients agree that the team
Woman of the Year by the APIW, a profes- is well balanced
¢ sional association of women within the in- "Barbara Stewart is one of the brightest
surance and reinsurance industry consultants in the country,” says Joseph
Analyzing the insurance industry from an Fahys, president of the New York Insurance
economic perspective is increasingly impor- Exchange, which is a client of Stewart Eco-
tant, says Ms Stewart, who IS president of nomics
Stewart Economics Inc, a New York-based Analyzing the economics of the insurance
consulting firm business, Ms Stewart says that -buyers have
"Traditionally, the business hasn't had ec- done a lot to bring about the change in the
% onomic analysis," said Ms Stewart, 44 Until economics of the business " Risk managers
recently, people in the insurance business have become more sophisticated, she says,
have concentrated on technical aspects of and, as a result, they have siphoned off the
operations like underwriting and risk man- more predictable risks to self-insure And,
agement analysis, she says they have become more demanding of the in-
Now, with open competition in rating, in- dustry services they need, she added
surers must be concerned with their market The underwriting cycle is more severe and
strategy, market position and developing an  the current recovery period is much shorter
understanding of what constitutes a compet- compared with the last cycle than people
ttive advantage, she said would have predicted, Ms Stewart said
"Participants can't assume the_ly will do She predicts more of a shakeout among in-
well or even survive," she said "The busi- surers that are competing to write the more
ness is overly crowded " predictable lines of coverage
Insurers clearly are listening to Ms "There are Just too many people chasing
Stewart, and her husband, Richard E the easier risks, she explained
Stewart, who is chairman of the consulting Stewart Economics specializes in planning

By MEG FLETCHER

RN

Photo Amie Adler

Biuyers have done a lotdo bying. about the,ehange inhe eeonamiss.of the insurance megffﬁ'qg%tf’iﬁéﬁr?n%%?ﬁ;ﬁﬁ?dei%gu e 378 Brokers, B YoRel g A1 dormestie &

and their 6-year-old consulting business is Continued on page 26
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Chicago blaze hits 2 insurers

sa-d Doug Winch, an underwriter with the Bros did not return repeated telephone calls
agency Last Monday's fire began in the carpeting
MELROSE PARK, Illl -A blaze that gutted Mr Winch confirmed that Crum & Forster department of the 40,000-square-foot build-
a combination store and warehouse owned by companies had written coverage for the pri- ing
retail chain Polk Bros Inc last week caused mary and third layer of coverage, though he k took fire departments from about 12 area
an estimated $35 million in damages, at least would not reveal the names of those insurers suburbs almost four hours to bring the blaze
part of which IS insured or the limits of coverage under control The ruins of the building were
While the amount of the company's property However, the primary layer is believed to be still smoldering on Tuesday morning, fire de-
insurance was not available, Business Insur- for $2 5 million and the top layer is believed to partment officials said
ance learned that the Chicago-based retailer be $5 5 million to $6 million excess of $9 5 The building included a store and a ware-
of appliances and furniture is covered by a million house that employed 500 people and supplied
three-layer property insurance program A middle layer of $7 million excess of $2 5 merchandise to the 11 other stores in the Polk
Chicago-based Arthur J Gallagher & Co is million was written by a Transamerica Corp Bros chain
the retail broker for Polk Bros And, Atlanta- unit, Transamerica confirmed. Officials of the lllinois Fire Marshal's Office
based Alexander Howden North America Inc Whether Polk Bros has more insurance ex- conducted an investigation from Wednesday
cess of $15 5 million was not known at press through Friday of last week "The exact cause
The bottom and top layers of the coverage tune
were underwntten by the Atlanta-based Lon- The Crum & Forster policies were only a IS still open," said a spokeswoman
don Agency Inc, a wholesale intermediary week old at the time of the fire. 'We do not beheve the fire to be incendiary
and an underwriting manager for Crum & Neither Gallagher nor Alexander Howden The scene has now been released to the owners
Forster Insurance Cos of Morristown, NJ, officials would comment Officials at Polk and their insurance company," she added

By DONNA DiBLASE

is the wholesale broker

of the fire is as yet undetermined and the case
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Stockbrokers

plan to form
bond captive

By DEBORAH SHALOWITZ

WASHINGTON-The Securities
Industry Assn plans to form an in-
dustry-owned insurer to under-
write broker/dealer blanket bonds
and related coverages for its mem-
bers

Edward | O'Brien, president, of
the 500-member SIA, said surveys
"have shown a great need for cov-
erages of these types In many
cases, firms have found blanket
bond insurance very expensive,
and sometimes they haven't been
able to obtain it at all

New York-based SIA's bro-
kerage and investment banking
firms handle more than 90% of the
securities business in North
America

The SIA's board of directors ap-
proved the concept of an indus-
try-owned captive late last month
and will give final approval after
reviewing implementation plans,
which are still to be developed

The company will will be formed
by year-end under the captive in-
surance laws of Vermont, said Ro-
bert Cope, director of insurance

The association plans for the
captive to work in coniunction
with the commercial insurance
market, Mr Cope said

Doug Hoffman, a principal at the
Tillinghast division of Towers,
Perrin, Forster & Crosby Inc in
Darien, Conn , who worked with
SIA in developing the proposal,
said the "overriding objective of
the company IS to provide some
additional stability to the (insur-
ance) market for stockbrokers and
investment bankers and that sta-
bility will come in the form of in-
creased capacity "

He added that "this is a comple-
mentary strategy vs a replacement
strategy "

How the captive will dovetail
with commercial insurers has not
been decided yet, Mr Cope said

SIA's captive will be capitalized
without plans for future assess-
ments on its members, Mr Cope
said The captive most likely will
be organized as a stock company

The new company should have at
least $50 million in capitalization
by the end of ItS first year, Mr
Cope said The captive will write
aggregate policy limits of approxi-
mately $5 million and eventually,
it is hoped, $10 million

The captive will be controlled
and administered by a board of
directors elected by the partici-
pants, although SIA will have a
continuing oversight role, accord-
ing to an association spokesman

The blanket bond market has
been in turmoil for several years

Capacity today is less than half
of what it was two years ago, said
Mr Cope, when $250 miillion in
limits was available And, from
1984 to 1986, premium costs in-
creased 466%, he said, and deduct-
ibles now are five times what they
were m 1984

Blanket bond insurance covers
employee theft or dishonesty, theft
on the site of a securities firm,
transit losses, Including those in-
volving armored cars and messen-
ger services, and forgery or altera-
tion of certificates and documents

Some standard exclusions are
time limitations on discovery of
loss and losses resulting from un-
authorized trading of customer s
accounts SIA is Stlll deciding
which exclusions will be added to
the captive's policies

It's "highly probable” that the
captive also will underwrite direc-
tors and officers liability coverage
and "possible" that it will offer
errors and omissions coverage also,
Mr Cope noted -
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Architects, engineers forming new insurer

By MICHAEL BRADFORD

DES PLAINES, lll.-Architects
and engineers are banding together
to form a risk retention group that
initially will write $1 million in
professional liability insurance
limits.

Organizers hope to capitalize
Architects & Engineers Insurance
Co. at $10 million. While some 350
firms have shown interest in be-
coming investor/policyholders, it
would take only 70 investors to get
the insurer off the ground, the
group's organizer says, adding that
AEIC should be writing coverage
on a claims-made form by Jan. 1.

Companies interested in partici-
pating in the risk retention group
range from very small firms to
those with gross receipts of $100
million, says C. Roy Vince, vp of
professional Liability Brokers &
Consultants Inc. in Des Plaines, lll.

In an organizational meeting
held last month to discuss AEIC's
proposed operation, Mr. Vince told
prospective investors: "This initial
$10 million capitalization is well in
excess of any state requirement. It
meets basic rules for conservative,
safe operations and financial secu-
rity for investors."

But, Mr. Vince noted that if all
350 firms decided to participate,
AEIC would have $50 million in
capital and be able to write limits
of $5 million.

Mr. Vince, who has been in-
volved in development of the com-
pany for the past eight. months,
said the insurer will be domiciled
in either Delaware, Colorado or IlI-
linois. Delaware and Colorado are
"favorably disposed” to risk reten-
tion groups, he said, noting there is
some concern as to whether lllinois
will accept risk retention groups
with open arms.

Mr. Vince said architects and en-
gineers need a new market for pro-
fessional liability coverage because
"the commercial market has dwin-
dled to a handful of carriers.”

He pointed out that Design Pro-
fessionals Insurance Co. in Mon-
terey, Calif., and managing general
agent Victor O. Schinnerer & Co.
Inc. in Washington "are the only
ones that write substantive
amounts" of professional liability
coverage for architects and engi-
neers. Schinnerer writes on behalf
of CNA Insurance Cos.

Those markets collect about 80%
of the $406 million in annual writ-
ten premiums for the line of cover-
age, Mr. Vince estimated.

And, architectural and engi-
neering firms need more reason-
ably priced coverage, Mr. Vince
said. They spend about 4.1% of
gross receipts on insurance, ac-
cording to Mr. Vince, making in-
surance the third-lar.gest expense
for most architectural and engi-
neering firms behind salaries and
the cost of the companies' facili-
ties, he said.

Although organizers are contin-
uing to finalize the structure of
AEIC, they have outlined some
basic operating concepts.

Under the proposal, principals of
Professional Liability Brokers and
two unnamed companies would
form Architects & Engineers Risk
Management Co. to manage the
risk retention group. It is proposed
that AEIC will have some owner-
ship in the management company.

AEIC will write coverage on a
primary or excess basis, depending
on the needs of the policyholder.

In addition, AEIC will write at
no more than a 3-1 net premium-
to-surplus ratio and will probably
write at closer to a 1-1 ratio.

Because of the high cost of rein-
surance, AEIC will retain most of
the risk it writes, Mr. Vince said.
However, it will attempt to pur-
chase stop-loss coverage if it can
be found at a reasonable price.

He predicts the grcup will Fr,-
duce from $1C million to $15.4 mil-
lion in premiums during its first
full year of operation, depending
on the number of policyholders
and whether they purchase prior
acts coverage

AEIC will charge an additior.al
premium for prior aits coverage,
which would cover any claims
made after the inception date of
the policy related to covered inei-
dents that occurred before the pol-
icy was in force.

INn addition, AEIC will offer
"project insurance/' or profes-
sional liability coverage for indi-
vidual -obs, Mr. Vince explained.
He said companies in some cases
like to "put the direct overhead
cost into the project."”

A firm thal applies to become a
investor in AEIC is requirei to

post a $5,000 deposit, or 10% of the
minimum investment required of
investcrs. That money will be used
in Fart to fund a qualification
study of the applicant. If the inves-
tor iss accepted to participate, the
remainder of the deposit will be
used to defray start-up costs of :he
company. If the applicant is re-
jected, the remainder is refunded.

A participant's initial invest-
ment will be 2.5% of its gross an-
nual receipts, or $50.000, which-
ever is greater. Twenty-five
percent of the investment must be
made in cash with a letter of Dredit
acceptable for the balance.

An alternate capitalization plan
suggests two contributions of 1.7%
of a company's receipts or a mini-
mum of $35,000.

Investors that join the ccmpany
after it is operational will pay a

=1 ——

higher capitalization fee than the
total 3.4% of receifts charged in
the initial plan, he explained.

While no specific penalties have
been established for investors that
want to withdraw from the group,
Mr. Vince pointed out that the
company's organizers are discus-
sing a "redemption provision." He
speculated there probably would
not be "a specific penalty in terms
if loss of funds, but the funds
would be returned over time,"
rather than allowing an investor to
immediately withdraw its capital.

Premiums would be based on
gross receipts.

"Base premiums are projected to
range from 0.75% tc 1.75% of gross
receipts,' depending on the size of
the firm, deductibles and the na-
ture of the risk, he said. However,
policyholders would be charged a

minimum premium of $35,000.

There will be a minimum deduct-
ible that a policyholder can in-
crease to reduce its premium. The
minimum deductible will be based
on a sliding scale starting at
$25,000 for firms with $2 million in
gross receipts, increasing to
$300,000 for firms with receipts of
$30 million or more. Companies
with substantially higher receipts
will be required to retain even
larger deductibles.

In addition to the deductible, Mr.
Vince said organizers may require
a policyholder to assume some per-
centage of its losses.

Mr. Vince stressed that investors
would own and control the com-
pany and will determine what to
do with any profits.

AEIC's developers plan to pro-
vide loss control services. |



Bicycling and golfing
are favorite outdoor ac-
tivities at The Cloister,
the site of the 53rd
annual meeting of the
National Assn. of Insur-
ance Brokers. The posh
resort is located on Sea

Island, Ga.

McCarran-Ferguson

Continued from page 3

concerned about state regulation
and more concerned about the
elimination of price fixing and the
insurance industry's exemption
from federal antitrust laws, Mr.
Hunter explained.

NICO is supporting a bill intro-
duced in Congress late last month
by Sens. Howard Metzenbaum, D-
Ohio; Paul Simon, D-Ill.; Joseph R.
Biden, D-Del.; and Edward Ken-
nedy, D-Mass.; called "The Insur-
ance Competition and Improve-
ment Act of 1987."

The bill would repeal the insur-
ance industry's exemption from
antitrust laws, although it would
permit insurers to share certain
data. And, it would not move regu-
lation of insurers from the state to
the federal level.

Joining NICO in support of the
new bill are the Justice Depart-
ment, the Federal Trade Commis-
sion, women's groups, environ-

UUB676€66 67UTUNCe, June 4 136 4/4

mentalists, small businesses, labor,
banks and civil rights groups.

Mr. Hunter blamed the insurance
industry's antitrust exemption for
the commercial liability crunch of
the recent past, as well as the de-
structive insurance industry
cycles.

Price-fixing is another major

target of

McCarran-Fer-

guson reform-

ers, Mr. Hunter

n a i a said, pointing

out that the In-

surance Ser-

vices Office's

7AaA775/. list of rates is

available to

any insurer that requests it, but
not to the consumer.

"Those kinds of things are to-
tally illegal in other areas,” he
said.

"Price-fixing is anti-competi-
tive, particularly when it's unregu-
lated, as was the case, in almost
every state, for commercial liabil-

ity insurance,” he said.

"Insurance companies can com-
pete deeper and be more predatory,
knowing that they can recoup it"
when the cycle swings the other
way, Mr. Hunter said.

Rather than emasculating the
state regulatory system, Mr.
Hunter said that repeal of McCar-
ran-Ferguson would "really be a
vote of confidence to the states,”
giving each the power to either
"regulate or deregulate.”

"That's what seems to be the fear
(within the insurance industry),
that states would have to regulate
those things that were anti-com-
petitive," he said. "What's wrong
with that?"

But Sen. Halperin expressed
concern that total repeal or major
modification of McCarran-Fergu-
son, and the resulting shift of regu-
latory power to the federal level,
would put a double burden on the
states: that of addressing industry
problems, as well
as having to
demonstrate to ..4.
the federal gov-
ernment their
ability to regu-—-— . _
late insurers.

"Rather than

withtheissues, | i

see the states

having to wrestle Mr. Hunter
with trying to
meet that test,” Sen. Halperin pre-
dicted.

He also was unconvinced that in-
dustry's cycles could be averted by
repeal of McCarran-Ferguson, be-
cause most industry problems have
arisen from bad underwriting de-
cisions, he said.

And, the senator was skeptical
that eliminating the antitrust ex-
emption would improve insurance
availability and affordability.

"We know that antitrust has
really prevented a consolidation of
power in the automobile industry,
and saved that industry from for-
eign competition, so it's obviously
a very good thing to have," he said
sarcastically.

Sen. Halperin, an active member
of the Senate Finance Committee
and of the Insurance, Codes, Eth-
ics, Higher Education and Rules
Committees, also is concerned about
passing federal legislation that
could have a detrimental effect on a
state's ability to govern itself.

"l, as a legislator from New York
state, have seen how the federal
government has hamstrung our
ability to protect our constituen-
cies" on a state level, Sen. Halperin
said.

As an example, he cited New
York's recent inability to pass leg-
islation to bring down exorbitant
interest rates levied by many major
credit card companies. The New
York Legislature was unable to cir-
cumvent the National Banking Act,
which provides that the state in
which the credit card company is
domiciled is the only state with reg-
ulatory authority.

State insurance departments con-
centrate primarily on insolvency
studies and consumer services, ac-
cording to Sen. Halperin, and on
that level, the states are doing their
jobs well.

"I've heard very little question-
ing of the states' ability to do that
at least as well as the federal gov-
ernment,” he said.

And, he added, "anyone who has
tried to deal with federal agencies-
of which there are 2,061-knows
that they don't always get the best
responses in the world."

Although he admitted that state
regulation of the industry is far
from perfect, Sen. Halperin said
that he would like to see the energy
and funds now being devoted to re-
pealing McCarran-Ferguson turned
to help state insurance departments
function more efficiently.

The panel was moderated by Ro-
bert L. Sanford, president of the
New York brokerage Smyth, San-

ford & Gerard Inc. ™m
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Talk to Kennedy

W'RE.ENCGQURAGER Dy the revisions Senate -

ward Kennedy, D-Mass., has made in his latest
proposal to require employers to offer group health
insurance plans (BIl, May 25; June 1).

For months, Sen. Kennedy had been saying that
employers would not have to offer a "Cadillac”
plan, but provide a bare-bones package to give em-
ployees protection from catastrophic health care
expenses.

However, the initial minimum health care plan
drafted by Sen. Kennedy's staff and circulated ear-
lier this year was anything but bare-bones. With
annual deductibles, for example, of $150 for indi-
vidual coverage and $300 for family coverage, such
a minimum mandated plan would have been more
generous than plans currently offered by many em-
ployers.

Such low deductibles would force thousands of
employers with well-designed, generous plans to
needlessly overhaul their health care programs.

And, such unrealistically low deductibles also

YOU WANT allopioiloel 9
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could exacerbate medical care inflation, because |

employees-who would be picking up few costs-
would have little incentive to use health care ser-

vices wisely.

But in legislation unveiled last month, Sen. Ken-
nedy now is proposing much higher annual deduct-
ibles of $250 for individual and $500 for family

WERTS
T4AON

coverage. Even with the recent trend toward more «*,

employee cost-sharing, most corporate health plan
deductibles still are below the levels proposed by
Sen. Kennedy.

The new package also raises the maximum an-
nual out-of-pocket health care expenses that an
employee would have to pay to $3,000 from $2,000.

Sen. Kennedy has made it clear that employers
will be allowed to design their health care plans to
meet the specialized needs of their employees so
long as the overall value of the plan is not reduced.
For example, a company could require higher de-
ductibles than the proposed minimums if it
enriched the plan in other ways.

Best of all, the Kennedy proposal would pre-
empt state benefit mandate laws. Such laws have
become an administrative nightmare for employers
operating in 1
multiple states
and interfere
with the right of
employers and
employees to de-
cide on the spe-

cifics of a health

care benefit

package that best meets their needs.

Even with the recent changes, however, we're far
from ready to endorse Sen. Kennedy's proposal,
which carries a $25 billion price tag.

As we recently noted, there are other alterna-
tives-including expanding health insurance pro-
grams for the poor, financed by general tax reve-
nues-to consider and implement before Congress
forces all employers to provide health care bene-
fits.

But, we don't believe that employers can afford
to blindly reject the Kennedy proposal on ideologi-
cal grounds that benefits are voluntary and should
not be mandated by the federal government.

While a federal benefit mandate may be distaste-
ful, it is far less objectionable than other proposals
Congress has been considering, including em-
ployer-subsidized health care pools for the unin-
sured.

The pool proposal, in effect, would make em-
ployers with health care plans pay twice-once

With 37 million Americans lacking
health insurance, Congress will
do something to increase access to
health care coverage-the political
pressure is that intense.

BUS*Ess /INSUM&<E ®t7 /

for their own employees and once for individuals
covered by the pools. The Kennedy approach
avoids that inequity.

Employers have to recognize that Congress is not
going to sit by while 37 million Americans lack
health insurance. Congress will do something to
increase access to health care coverage-the politi-
cal pressure is that intense.

Sen. Kennedy's staffers have made a point to
open their doors to listen to input from the busi-
ness community before drafting legislation. That
open-door policy, in sharp contrast to the closed
doors behind which many benefit issues have been
decided in Washington, clearly has
produced a better proposal.

Employers, even those that oppose
federally mandated health insur-
ance, should take advantage of the
open door Sen. Kennedy is offering.
Such input can help produce a bet-
ter legislative product. And that is
in everyone's interest.

We would be the first to point out that the Ken-
nedy proposal, as currently drafted, has a number
of flaws that should be brought to the attention of
Sen. Kennedy and his staff.

For example, Sen. Kennedy is proposing that em-
ployers generally would have to pick up 80% of the
group premium for both individual and family cov-
erage. Even at companies with generous health in-
surance plans, employees typically pay a greater
percentage of the premium for family or dependent
coverage than Sen. Kennedy is proposing.

Undoubtedly, many employers, especially
smaller firms, would have difficulty paying such a
high percentage of the premium.

But employers will find it difficult to recommend
changes if they aren't part of the legislative debate.
Employers should recognize that lobbying involves
far more than simply opposing or supporting a bill.

The most effective and important lobbying often
is convincing legislators to make an objectionable
bill less objectionable.
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Is complex ity making
health care benefits confusing??

The CNA Insurance Companies can eliminate the
complexity and the confusion with our new utiliza-
tion review program.

We've simplified employee health care benefits
by combining six cost containment features into one
program. No more qualifying lists to remember or
complicated forms to complete ... so ifs easier to edu-
cate employees and manage benefits. Now, our fully-
integrated utilization review program encompasses
- Pre-certification - Second opinion
Pre-admission testing
- Outpatient surgery - Discharge planning

To use our program, an employee simply gives
our toll-free number to the attending physician. The

- Weekend admission -

physician then calls our medical staffto discuss the
case. Together, they determine the appropriate care
necessary based on the patienfs specific needs,
ensuring quality care.

CNAs utilization review program is part of
CURE PLUS, our national cost containment network.
As a member of Private Healthcare Systems,

a partnership of 10 major insurers, we developed a
health care network which offers efficient, quality

Take the complexity out ofyour health care

benefits. Contact your CNA group representative or
insurance broker for more information about

CURE PLUS.

CNA

For All the Commitments You Make®

Coverage provided by Continental Assurance Company, one of the CNA Insurance Companies.
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THE BETTER ALTERNATIVE FOR

H EAI—TH CARD PRESCRIPTION DRUG COVERAG E

Providing the Most Comprehensive Administration of Prescription Drug Programs

-« Designed to Meet Your Specific Requirements -

National Pharmacy Participation

Low Administration Fee Generic Programs

Computerized Utilization Reports
Direct Reimbursement

- Plastic 1 _ IDODO. Card -

S w__m <13

= — -—  Utilization Review

- Automated Front End Deductible Administration

Y

Call or Write:

48 Harbor Park Drive, Port Washington, NY 11050
800 645-3332 - 516 626-0007

Maintenance Programs

NATIONAL MEDICAL HEALTH CARD SYSTEMS, INC.

By LAURA MAZZUCA

SEA ISLAND, Ga. Declaring
that "the Ameri-

can tort system
is in Nneed of

C h aspc%Serﬂa n for

the Risk & In-

surance Man-

agement Society

described risk

managers' con-

cerns about an

American judi-

Mr. Mather cial system of

"expanding liabilities and shrink-
ing defenses."

"If our tort system is to regain its

role as a true adjudicative mecha-

nism, fault and culpability must be

© 198Z New England Mutual Life Insurance Company. Boston. MA.

CRAFTING AN EMPLOYEE BENEFITS PLAN WITH YOUR
NAME ON IT REQUIRES A SPECIAL TALENT.

There's no better way to develop a plan
that is specially designed to meet the needs
of your company than with the assistance of
The New England Employee Benefits Group.
After all, The New England has $38 billion in
assets under management, more than $6 billion in
pensions and over $1 billion in our 401(k) plans.

Our employee benefits specialists will help
you design and implement a program with the
flexibility to meet your present and future needs.
They'll also give you advice on a full range of
group and individual pension and insurance
products and services, including flexible benefits,
retirement plans, health care plans and deferred
compensation with special options for executives.

In addition to these products, we offer com-
prehensive service to help establish a strong
relationship with you foryears to come.

For more information on how we can begin
tocraftaplanforyou, phone 1-800-635-4246.

1t The New England

Employee Benefits Group

Your Financial Partner

Past RIMS chief offe rs

tort reform essentials

restored as the foundation of tort
law," said William L. Mather, past
president of RIMS, at the annual
meeting of the National Assn. of
Insurance Brokers held last month
on Sea Island, Ga.

"It's a matter of equity, reason-
ableness and cost,” he added.
"When victims receive barely half
of the total system costs, there is a
serious problem. When a defendant
is 10% at fault, but held 100% li-
able for damages, reform is
needed.”

Mr. Mather, who is administra-
tor-risk management at The Gil-
lette Co. in Boston, also com-
mented on insurance regulation,
the Risk Retention Act and the
McCarran-Ferguson Act.

But, the focus of his talk was
RIMS' proposed remedies for the
tort system. These included:

= The replacement of joint and
several liability by a pure com-
parative negligence system in
which defendants pay only their
percentage of fault.

+ Revision of the present "ineq-
uitable" collateral source rule,
which bans the introduction of evi-
dence to a jury of compensation
paid to a plaintiff by a source other
than the defendant, he said.

RIMS favors a conditional sys-
tem in which

the injured —/AAN A

party Chogeis -AI_—

from whom to
-

R_ .:
i —
—-ATI/IS/7

collect.
- Altering
punitive dam-

age award
rules so that

the judge,
rather than the jury, determines
the amount of damages.

- Establishing a monetary cap
for pain and suffering awards.

= Giving judges a role in setting
caps on lawyers' contingency fees.

Other tort reform proposals sup-
ported by RIMS include: the con-
tinued experimental use of alter-
native dispute resolutions;
structured settlements, in which a
plaintiff receives an award over an
extended period of time; and im-
posing penalties on plaintiff's who
turn down "reasonable” settlement
offers, he explained.

Another major area of concern to
RIMS is insurance regulation.

"We would vastly prefer that the
insurance industry exercise inter-
nal responsibility, rather than have
imposed on it regulatory intru-
sions," Mr. Mather said, referring
to mandated premium rollbacks,
state rate setting, joint under-
writing associations, assigned risk
plans and policy form restrictions.

Mr. Mather said that RIMS con-
tinues to support the purpose of
the Risk Retention Act revisions in
freeing risk retention groups of
"certain constraints and obliga-
tions placed on traditional insur-
ers. . .and will oppose attempts by
the NAIC (National Assn. of In-
surance Commissioners) and others
to thwart the goals of Congress in
implementing this legislation.”

RIMS also continues to encour-
age legislators to support the tax
deductibility of self-insurance
programs. This would "lessen so-
ciety's reliance on an insurance
mechanism prone to drastic fluc-
tuations in availability and price
by encouraging responsible self-in-
surance and alternative risk fin-
ancing mechanisms," he said.

Risk managers are relatively un-
concerned about repeal of or
amendments to the McCarran-Fer-
guson Act, he added.

"l don't see RIMS becoming in-
volved in the McCarran-Ferguson
he said, unless RIMS
wanted to use it as a bargaining

issue,”

chip in negotiating with state regu-

Ilators on other issues. |



ITS AMAZING WHAT YOU
CAN DO WITH
THE RIGHT GROUP OF PEOPLE.

Appointing a small group of experts to perform a
huge task that will affect many lives. What a
revolutionary idea.

We're talking, of course, about starting a flexible
benefits program. You probably know how such a pro-
gram could benefit your company. But you're unsure
how to go about implementing one.

That's precisely why we developed the account-
dedicated team. A highly-specialized group of people
who will relieve you of the administrative burdens
by following an all-encompassing plan for Implemen-
tation. What's more, they'll work with you to develop
a communications program for your employees.

Your main contact is the team coordinator. One
person who's there to address any concerns you may
have about your Flexible Benefits program. In short, this

John Trumbull: The Dec/crotion of independence (detoll) ©Yale University Art Gallery

person is dedicated to the pursuit of happiness. Yours.

Why not get in touch with us and we'll help you
determine if Flexible Benefits is right for your company.
If it is,we can recommend a customized program,
drawing from a full spectrum of products and services.
We can even integrate other carriers' products into
your program. And naturally, we'll provide ongoing
maintenance and management reports.

Starting a Flexible Benefits program could beone of the
greatest decisions you'll ever make. Before you make it,
write to PeterGoff, CIGNA Companies, Hartford CT 06152.

A Flexible Benefits plan that grants independence
to the benefits manager. It's one

more example of CIGNA's commit- C I G NA

ment to personalized service
to business.
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Regulations need complete review: Hueppi

By LINDA J. COLLINS

SEA ISLAND, Ga.-Legislators
should focus on drafting regula-
tions that address long-term in-
surance industry problems instead
of acting to correct short-term
worries, says an insurance com-
pany executive.

To be effective, insurance regu-
lation "must look into the future of
our dynamic, changing market. It's
a challenge of anticipation,” said
Rolf F. Hueppi, chief operating of-
ficer of Zurich Insurance Group in
Zurich, Switzerland, and chairman
of its Schaumburg, lll.-based
Zurich-American Insurance Group
unit.

Since insurance "plays a signifi-
cant social role and fills a vital
economic need,” many legislators
feel a "compelling urge" to regu-

1--, 7

late insurance, Mr. Hueppi said at
the National Assn. of Insurance
Brokers' annual meeting held last
month on Sea Island, Ga.

The property/casualty industry
must temper the severity of the un-
derwriting cycle if it wants to
avoid further government regula-
tion, Mr. Hueppi stressed.

"For insurers, their challenge is
to conduct business in a responsi-
ble manner" by foregoing oppor-
tunities for short-term profit that
could jeopardize long-term oppor-
tunities and adversely affect insur-
ance buyers, he explained.

Government regulation is "like
an elephant-slow moving, thick-
skinned and with a long memory,"
he warned. Once insurance regula-
tions have been established, they
are hard to change, he said.

But if insurers do not respond
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Introducing Partners Plus.
We'll help you discover the
potential of Group Long Term

Disability.

With Partners Plus from Employers
Reinsurance, you can quickly tap
into the booming GLTD market.
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Without investing a lot of money.
Or assuming a lot of risk.

Partners Plus provides you with
everything you need. From a tailor-
made policy, to administrative
software, to claims service.

And unlike many companies,

willingly to the needs of consumers

by providing a more stable mar-

ketplace, legislators may reratiate

by ,creating another regulatory
"elephant," Mr. Hueppi stressed.

Property/ca-

sualty insurers

have paid and
B 44 continue

A — 77 A\11
T

s to pay the
n a I l I l b price for short-
- —m term manage-

ment decisions

during the last

market cycle,
both through record underwriting
losses and loss of market share, he
said.

But many regulators and legisla-
tors have inadequately responded
to market problems by seeking in-
dustry "restrictions that perpetu-
ate mainly the short-term ap-

With the right partner,
you'll have smooth sailin

4 26,6

proach to our problems,"” he
suggested.

Rather than correcting problems,
many of the restrictions sought by
"inhibit in-
surance industry adaptation,

regulazors would only

through coverage and pricing, to
changes in society's behavior and
expectations," he said.

"Our industry is now burdened
with too much and generally static,
history-oriented regulation,” Mr.
Hueppi complained.

Rather than adding regulation to
regulation, Mr. Hueppi's solution
is a "zero-based approach": When
enacting future insurance regula-
tions, regulators and legislators
should first wipe the slate clean of
existing insurance laws, then cre-
ate new, more relevant laws, Mr.
Hueppi stressed.

"Much as in zero-based budget-

F

we don't compete with you in the
marketplace.
Best of all, Partners Plus offers you
ultimate ownership of the business.
For more information, call toll-
free 1-800-255-6931. We're the

partner you've been looking for.

-® Employers Reinsurance Corporation

ing, we should be forced, from time
to time, to justify all (regulatory)
actions as opposed to building on
what has been used in the past.
Nothing should be assumed as a
given. All regulation should be
questioned, should stand the test of
the current and should be oriented
toward the future,"” he stressed.

Four regulatory areas Mr.
Hueppi emphasized included: sol-
vency regulation; the guaranty
fund system; rate and policy form
regulation; and the surveillance of
insurers' day-to-day business ac-
tivities.

"Regulation for solvency is the
most important responsibility of
the state system,"” he said.

Some modifications have been
made in "the fundamental tools"”
used to regulate insurer solvency,
he conceded, naming statutory ac-
counting, the annual financial
statements and periodic financial
examinations. But, he said, "their
inherent limitations remain.”

"A completely new system of re-
gulatory accounting"” is needed, he
said. "The system should provide
the regulator , lili lilli
with enough in- e )
formation to de- f
termine whether t
the company can
survive, rather 7:9# f- "11
than what its lig- U i. 3 -

H = —
— > _, F,

uidated value
would be.”
And he critic-

ized regulators’' ' A

reliance on an- Mr. Hueppi
nual statements,

because that information often is
outdated by the time it reaches the
regulators. Computerized reporting
of quarterly statements would be
much more meaningful, he said.

The guaranty fund system also re-
quires a zero-based regulatory ap-
proach, he said. Minor modifica-
tions of the current system would
be insufficient to address the
mounting number of insurer insol-
vencies to which guaranty funds
must respond, he said.

The guaranty fund system has de-
viated too far from its original pur-
pose of providing protection to
those policyholders who are the
least able to assess the financial
strength of their insurers and who
are the most vulnerable when those
insurers fail, said Mr. Hueppi.

The funds have been increasingly
called upon in recent years to pay
claims for large businesses-buyers
he says should assume responsibil-
ity for their insurance-buying deci-
sions.

In the area of rate and form reg-
ulation, Mr. Hueppi warned that the
"flex rating” systems that many
states have adopted would react too
slowly to market changes and would
reduce open competition signifi-
cantly.

Regulators are quick to impose
limits under flex rating when rates
go up, but if rates begin to drop
significantly, he said he hopes they
will "have the political courage to
hold rates within the permissible
band at the bottom end of the flex
rating system.”

Mr. Hueppi also criticized policy
form regulation. "Insurance com-
panies should have the freedom to
experiment with truly innovative
forms of coverage and pricing, par-
ticularly in commercial lines."

His zero-based concept of rate
and form regulation would not leave
the industry without oversight, he
stressed; it would simply call for in-
dividual examination of each regu-
lation in this area to deterrnine if
that oversight is "desired or needed
by the consumer."

Surveillance of day-to-day trade
practices of insurers requires a full
understanding of the insurance in-
dustry, an understanding that Mr.
Hueppi said "many regulators and
legislators™ don't have. |
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“YJo Is To Offer The Best Health Plan.
Our Job Is To Be The Best Health Plan”

© 1987 Health Net

Roger Greaves President, Health Net

As a business owner or manager, one statewide coverage. And since 1984, we have not
of your jobs is to offer your employees the best raised our rates. Those are just a few of the many
possible health plan, We know that’s no easy reasons why we keep our customers and their
endeavor. What with all the choices available employees satisfied.
today, putting together the right benefits pack- If your job is to come up with a health
age can be one big headache. Well .I'm here to plan that eliminates headaches, put Health Net
tell you that Health Net may be the answer to all to work for you. Together, we can insure your
your problems. company'’s fiscal and physical well being.

Health Net offers the highest quality

health care, the largest provider network and Health Net. Because it doesn’t have to hurt.

HEALTH NET

A Federally Qualified HMO.

The Next Generation In Health Care.

Available to companies with 15 or more full time employees.
For further information, call your insurance broker or a Health Net representative at 1-800-522-0088.
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1 Sell service, not price,
Po Clements tells industry

. business Urdate

iNnsurance
By LAURA MAZZUCA

SEA ISLAND, Ga. Trouble

Agent/Broker Profiles 11_rks behind the insurance indus-

try's prevalent

16th Annual Directory attil]-1 le that it
sells a commod-
The Agent/Broker Pro- ity rather than a
files issue features the product, an in-
sSurance bro-
ranking and profiles of kerage executive

stresses.
the largest US and inter- 1 is attitude
national brokers. may encourags
NEW YORK: shortsighted
220 EAST 42ND STREET/NY 10017/(212) 210-0133 Mr. Clements planning and
CHICAGO: R . A slipshod client
740 RUSH STREET/I'_60611/(312) 649-5276 pUb“Sh'r'g' June 22 service, says Ruben Clements,
LOS ANGELES: ad closmg: June 9 president o Marsh & MeLennan

6404 WILSHIRE BOULEVARD/CA 90048/(213) 651-3710 tte

In their long-range plans and in

their dealings with clients, brokers
and insurers should focus on the
total package of services provided,
rather than only the cost of the
product, Mr. Clements told brokers
and insurance company executives
at the annual meeting of the Na-
tional Assn. of Insurance Brokers,
held last month on Sea Island, Ga.

"The difference between a com-
modity and a product is that in the
commodity business, the buyer
can't tell one unit of production
from another, so he buys only on
the basis of price," Mr. Clement.s
explained.

On the other hand, a product can
be classified as something that can
be differentiated from the products
of all other producers because of
an added value.

"This value is often an intangi-
ble-the cumulative positive im-
pact of good service and reliability
-that creates a perception of qual-
ity in the mind of the buyei-,"” Mr.
Clements said.

Especially in the face of a "great
booming underwriting recovery,"”

when competi-

lion from risk T/ANANIAN

AAL___1_1

g-;rodLJpS and
other alterna-1 h F-

live markets is IL 1 9
iNncreasimng-. the
industry must S — — — —
treat clients ANV A
with respect

and consideration, he said.

"All too often, claims are han-
dled like an adversarial exercise
with the policyholder. The claims
departments of most insurers treat
the policyholder like an enemy
when he seeks fulfillment of the
promise for which he paid the pre-
mium," he pointed out.

llowever, "quality service and
sensitivity in the interest of the
buyer are still the finest defenses
against price competition,"” Mr.
Clements said, adding, "The future
of the business to a great extent
depends on our credibility with our
customers.”

To illustrate his point, Mr. Clem-
ents said that Marsh & McLennan
has developed an extensive data
base to facilitate policy analysis,
client consultation and claim pro-
cessing.

The insurance industry is a
"growth industry” that pr()vides
an "indispensable product”
through a "unique distribution

system," according to Mi-. Clem-
ents.

However, he warned that in the
last 20 years, "the cost and avail-
ability of insurance has fluctuated
in an increasingly irresponsible
manner. "

These conditions arc< unaccept-
able to insurance buyers and delri-
mental to the industry, Mi-. Clem-
ents said.

"The function of insurance is to
substitute a known cost for an un-
known cost. stability for instabil-
ity. When the price and the terms
of coverage fluctuate wildly from
one year to the next, the product
fails to accomplish its intended
purpose,” he warned.

"If we don't get our act together.
if our marketplace continues to be-
have like some mindless commod-
ity," the commercial insurance
business will continue to lose mar-
ket share to alternative risk fin-
ancing mechanisms, Mr. Clements
predicted.

But he does not believe that the
insurance business' problems are
insurmountable.

"Collectively we have the ability
to make the analysts, the journal-
ists and the consultants who are
now busy discounting our future
look pretty wrong. But it will take
work and leadership,” Mr. Clem-
ents stressed . 1
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groub of employge»enpfit
executives will me@t tfxplore

iss'Lies critical to their 5
*#professional responsibilities. The
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Confereftce 1?fovids an
opportuhity-to,gain valuable

insight into Edmmunicating
benefits to embloyees.
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Keynote Address Monday, August 3

< influence - gjaina zuker, President of

Success *rategies, sets the tone for the
1987 EBC Conference. Effective
communication possesses a powerful
ability to influence. Communicators
sometimes get lost in a maze of glitz and
glitter, wcrrying too much about deadlines
and procuction values. Employee benefits
communicators may also get oogged
down by legislative and health care cost
control requirements. But no
communicator should ever lose sight of the
impact communication has ... its potential
to influence attitudes, choices and
response Ms. Zuker will walk you through
six influerce styles - discover an
approaca that can get you results.

[f—tL
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Jim Biggerstaff
Manager, Compensation & Benefits
PEARL HEALTH SERVICES

Tax Reform and 401 K

Catherine A Corse

Employee Benefits Officer
BARNETT BANKS INC.

Communicating COBRA

Laura Fairman
Director, Product Research & Development

Group Insurance Marketing
METROPOLITAN LIFE INSURANCE COMPANY

PANELIST: Trip/e Options

Victoria George
Benefits Specialist

Benef t Planning Department
BANI*. MERICA CORPORATION -

PANEUST Utilization Review

Sally Gottlieb

Flex<x Planmn Coordimator —

PACIFIC GAS & ELECTRIC COMPANY
CASE STUDY: Total Benefit Programs

Communicating COBRA

COE/24 Simp#fied - Creative ways of
communicating COBRA to employees and
keeping paper work down to a minimum.

Find out how one company took the sting
out of COBRA.

Triple Options

The Cha#enge - Communicating
indemnily plans, HMO and PPO options to
employees. The challenge begins with

devising a plan that keeps information
overload to a minimum and ends with

effective communication that sfill defines

the parameters of employees' choices.

111

Alfred Hayes
Director, Human Resources
SONY CORPOIV\TION OF AMERICA

CASE STUDY: Computer Communications

Jeffrey Horn
Principal
TOWERS, PERRIN, FORSTER & CROSBY
CsE STuDY'. Total Benefit Programs

Alfred Malecki
Publisher
BUSINESS INSURANCE
EBC AWARDS

H. L. Marchant

Principal

WILLIAM M.MERCER-MEIDINGER-HANSEN,INC

CASE STUDY', Interactive Video

Kathryn J. Mcintyre. ARM.
Editor

BUSINESS INSURANCE
OPENING REMARKS

a- Arnold Milstein, MD

resi
NATIONAL MEDICAL AUDIT
PANEUS'. Utilization Review

EBC Awards Luncheon

Achievement - Recognizing outstanding
communications programs, Alfred Malecki,
Publisher, Business Insurance, presents the
15th Annual EBC Awards. Also shown will be
the first place a-v winner.

Research - Techniques

Inspiration - Developments in consumer
resecrch and statistical techniques inspire
a new management strategy that

ident fies employee satisfaction with
benefits and their direct relation to

corporate benefit costs.

Case Studies

Informal workshops, presented as

concurrent, give you the opportunity to
attend all sess,6ns.

Fle»le=Beriefits - A Total Program
innovative-L Pacific Gas & Electric
Company's benefits program, "Flex," is a
1986-elwflfe ining example of a total
Colpm61Fti©Ft,9 is effort, effectively
communicatin, 7 flexible benefit options.
They've taken the complexity out of
choice. Their innovative approach

i ncorporated input from their employees.

IntemctizZinlsos

CredtiveleeNr Ok)gy - When is it
approprjeteS?nThis case study of the Ford

r/lotor Company will cover the evaluation
prg€ess-#€4 confirmed the use of
o606 , I.teoletive videos, the strategy for
[elolola) i np'emen‘ung -his communication
<= o 00 O program. and E«xamples of the technology
. °o o 00 Eli used: touch screen, digital audio and
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John Parkington, PhD

Director, Organization Research
& Analysis Services
THE WYATT COMPANY

Research

Timothy Stentiford
Consultant

HEWITT ASSOCIATES
CASE STUDY: Computer Communications

1. B. Wallman
Employee Benefits department,

Employee Relations Staff
FORD MOTOR COMPANY

CASE STUDY: interactive Wdeo

Herb Zeltner
President
HERBERT ZELTNER CONSULTING |
You Be The Judge

Edward J. Zeman
Director, Employee Servi
THE LONG ISLAND RAILRO

PANELIST: Triple Option

Elaina Zuker
President
SUCCESS STRATEGIES
KEYNOTE: Influence In Communication

Computer Communication

The Cutting Edge - Why Sony Corporation
opted for computer communication and
how they combined market trends with
technological innovations to implement
state-of-the-art int active computer
communication ve icles. This case study
walks you through p rsonalized benefits
and provides scena for combining
benefit options.
Case Studies uesday, August 4
All three case studies ated.

You Be The Judge
A-V Excellence - Pres annually, this
energetic session prese audio-visual
programs submitted to the EBC
Competition. Yow be the judge - see

what other industry professionals are doing
in this medium.

Luncheon

A final opportunity to gather with industry
leaders and peers.

Utilization Review

Performance - The nature of utilization
review demands peak perfor'mance. This
sessio.n provides an examination of
operations, key findings on performance
levels and a look at how one benefits

department performs this communications
,task.

Tax Reform & 40lk

Issues and Ideas - Better marketing is
essential to communicating tax reform and
401 k, especially to lower paid employees.
Find out how humor and a promotional
contest got attention and boosted
participation.

Adjounrment
Until next year -

Ihe 8/ Conference opens Sunday, August 2, with registration check-in and a cocktail reception from

5-7pm. Sessions begin Monday. August 3 at 8:30am. The conference adjourns Tuesday, August 4 at
4:30pm.

The cost is $650. A 10% discount is offered to additional registrants from the same company. The fee
includes sessions, workbook educational materials. and scheduled functions.

Payment required with registration. All registrations will be confirmed.

Cancellations must be received in writing. A refund will be made on cancellations received prior to
July 1.A $100 service charge will apply to cancellations received after July 1. No refund will be
made on cancellations received less than 5 business days prior to the conference. If your plans
change, you may substitute the name of another person from your company without penalty.
To register. complete the form and send it with your payment to:
Business Insurance, Communication Services Department,
220 E. 42nd St., Suite 930, New York City, NY 10017

e nceemencs QR BHOMON 2 Behera Do, Regisar af (2122100780, 1

We have set aside a limited block of rooms at a special rate of $130 single/$150 double, at the
Grand Hyatt Hotel in New York Cily. These rates are available to Conference Registrants ohly. and will
Ye honor;

0 R hefiton tie Business msrance Beng5 Conference when making your resenvallAs Hotel

cards will be included with your Conference Registration Confirmation. Or call the Grand Aycjtt Hotel

at (212)850-5900; or toll free at (800)228-9000. 41 O
Travel Arrangements 21\\ O

We have arranged for discounted airline tickets to New York Cily from almost every locationdir{ the
U.S. Contact Travel Technology Group at 800/542-4442. You must mention the Business ins6rance

Benefits Conference to take advantage of these low rates with no restrictions. I f

Awards Luncheon -

A luncheon ticket is included with your Conference registration. A limited number of addrhomal seats
are available for the EBC Awards Presentation Luncheon. Additional tickets are $60 each\48lab e

on a first come-first serve-basis; reservations required. Contact Registrar.

Please register me for the 1987 Bl Conference 0( S

Employee Benefit Communications:
August 3 and 4 - The Grand Hyatt Hotel in New York City

Name
Title

Organization

Address

Cily State Zip Phone C }

Additional Registrant from my organization:

Name

Title

Name

Title

El Payment Enclosed Il Visa Il Mastercard EI American Express , E] Optima Card
Account # Expiration Date

Signature

) bUS| N eSS Business Insurance, Communication Services Department
220 East 42nd Street, New York, NY 10017
msurance Barbara Dalton, Registrar - (212)210-0137

816/8
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Brokers must prove worth: NAIB president

By LINDA J. COLLINS we have accurate sta.i:tics End au- O_2 response by insurers to those - Modification or repeal of tha ability and affordability
’ thentic examples " reforms, M.- Jennings said McCairan-Ferguson Act, whin Brokers need to assess the poten-
SEA ISLAND, Ga -Brokers H, als) eau- This couid backfire on insurets gives ins_rers limited exemptioi tial long-term implicaticns of these
should emphasize their role as the tic-red brokers thiough an increase in isurance from feceral proposed Qhanges on buyers and
client's representative and the not to tie their regulations antitrust laws S_ellers of insurance, he empha-
value they add to the insurance argurrerts for In fact, increased Insurance reg- and places in- /. A1/ 1 _ 1 sized
transaction, says the new president ton reform tc ulation is a very real threat to the surerregula- ® ® ® —— Mr Jennings also urged brokers
of the National Assn of Insurance tmy autbority - and other industry representatives
Brokers I -4 pr0m|SeS Ofém- |ndustgé accordlng to Mr Jen- at the state n al m b to encourage active puolic debate
*“You might say we have to bro- 4-- are2 avallablllty 'Congress has recently learned a level on these issues

--— 1 _ "Good policy will develop from

o e e - arc affordabi; Eqat,deal aboutirsirance Noy.: lncreasing open public debate-not from

Higgins of Connecticut Mr Jen- states ate now they propcse will affect the way we reporting re- NVAIZA bUrhi/ing our heads ir;LtIhe sand

nings assumed the NAIB presi- Mr. Jennings re-examining do busine. s for years to come," he quirements ., hods if Se ]?Cfrunn?(/ s painf | but it is

dency at its 53rd annual meeting tte.r act ons (on predicted trengthening methods if essential” if brokers and the indus-

held May 26-29 on Sea Island, Ga tort reform) becausk they are dis- Mr Jennings said legislatot s are monitoring insurer solkencb try aie to evolve and prosper, he
"The tight market certainly gave appointed with" the ac K c f tangl- focusing on O Controlling insumnce ava 1- stressed

us a chance to prove that we added
value, but now that the market is
showing signs of flexibility, per-
haps our value-added will be less
clear,” Mr Jennings explained
Clients need to be reminded, as
the market softens, that brokers . . .
“were there in the hard market, Between vexing insurance problems and non-insurance
restructuring insurance programs,
counseling clients on how to man-
age the risks they could retain and
combing the marketplace world-
wide to find coverage for the risks
they could not" retain, Mr Jen-
nings stressed
And not only did brokers help

their clients find traditional insur-

Congressional action
'will affect the way i
we do business for S. # pr

Lo ff,(" fs'R, L

years to come,' says

Mr. Jennings. cos'

ance coverage, they also formed
"significant alternative risk-trans-
fer facilities to allow some buyers
to avoid the hills and valleys of the

underwriting cycle," Mr Jennings .
added ti

Those alternative facilities "were
set up because the traditional mar- s 1 4 4|* A
ket could not respond,” said Mr
Jennings "Our responsibility as . s 41 tar.'
brokers, to our clients and to the
marketplace, is to build an insur-
ance community that is able to re-
spond to the risks of the day "
Captive insurance companies
and risk retention groups will con-
tinue to serve an important and
potentially expanding function for
certain classes of risks, he pre-
dicted He urged brokers not to re-
linquish their role in forming these
groups to any "would-be competi-
tors
Mr Jennings also encouraged
brokers to become actively in-
volved in lobbying efforts concern-
ing any legislative "proposals that
directly affect our competitive
standing in the financial services
community and on issues relat-
ing to our clients and to the insur-
ance industry "
"We have established a clear
track record on our willingness to
stand with buyers on insurance-re-
lated issues But we also owe it
to our clients to watch out for the
rights and interests of the insur- 7
ance industry when those interests
coincide with, rather than conflict
with, the interests of insurance
buyers,"” Mr Jennings explained t
Insurance brokers believe in "the
institution of insurance as a Criti-
cal element in sophisticated risk
management,” he said, and a
healthy insurance environment is
crucial to both brokers and their
clients . . . . 3
Essential to maintaining a When traditional oaths to coverage agement alternatives Sich as self- maceuticals. In legal and medical
healthy insurance environment is pro,e rrpassable, lames insu-ance insurance off-shore captives, risk malpractice. in professional and
tort reform, Mr Jennings con- brokers build new ways to get ttere retention groups. and over 50 differ- ' D & O hability James is pioneering
tended lames s a trailblazer in forming and ent kinds of association programs new routes

However, he warned brokers not manag r g non-traditional risk man- In industries like energy and phar- In more than 90 offices around the

to weaken their arguments for tort
reform by "passing around exam-
ples of excesses as if they were
spicy jokes We must take care, if
we are to champion this cause, that



perspective

business insurance, June 8, 1987 / 21

Blending cultures

Hong Kong may broaden China's insurance practices

By Jerome Karter

TF ALL GOES according to plan, the British flag
1will be lowered permanently over Hong Kong in
1997 and a fascinating period of history will come to
a close as China and Hong Kong begin to blend their
worlds.

The cross-breeding of these two cultures is
expected to be felt in both the economic and
political sectors.

Yet, the future fusion of the Chinese and Hong
Kong insurance markets will have historic
implications as well-because no two insurance
markets are more diverse than China's monopolistic
and Hong Kong's highly competitive, usually
unregulated and sometimes overly aggressive
underwriting practices.

Let's take a closer look at both insurance markets.

China's tradition holds that the Yangtze River
traders practiced insurance more than 3,000 years
ago by reapportioning their cargo to spread the risk
of perilous river voyages. China also is credited
with inventing the first national bureaucracy-a
2,400 year-old tradition that still exists in China
today.

These two traditions dialectically met when the
People's Insurance Company of China, the nation's
current monopolistic insurer, was established
shortly after the Chinese Communist Party gained
control of the country in 1949. Despite many
turbulent times, the PICC still retains a total
monopoly on all insurance policies legally issued in
China today.

In fact, the PICC's monopoly status
was reinforced on April 1,1985, 1
through the enactment of regulations
that authorize its exclusive right to
provide:

« All compulsory coverages such as
automobile insurance.

« All insurance on property in China, whether
Chinese-owned or joint-venture property owned by
the Chinese and a foreign partner.

The only exception to the PICC's monopoly
position within China is Ming An Insurance Co., a
Hong Kong subsidiary of the PICC. Besides writing
all classes of business in Hong Kong and Macao, a
P'ortuguese territory near Hong Kong, Ming An is
authorized to issue admitted policies for
jointlventure risks that are located in China's
Special Economic Zones.

China's SEZs, established mainly in the border
areas adjacent to Hong Kong and Macao, provide
foreign investors with special tax and
administrative benefits such as free entry and exit
for foreign managers and technical personnel, and
preferential treatment for imports and exports
within the zones. SEZs also are permitted use of
foreign currencies as well as limited repatriation of
profits.

Most of China's existing SEZs are owned by Hong
Kong-based companies that use labor from the
People's Republic of China for re-export of finished
products from Hong Kong. Undoubtedly, the SEZs
have played an important role in China's recent
economic expansion, but they are not the sole factor
that has contributed to China's recent economic
growth.

Foreign investment has recently traveled to China
in the form of cooperative production projects and
joint ventures that have been endorsed by the
Chinese government.

In this fashion, some U.S. multinationals have
tested China's economic waters and a growing
number are expected to follow, despite uncertainties
about the political situation.

While fostering foreign investment may be a
relatively new direction for post-World War Il
China, the resulting influx of joint venture and
development capital created a need for PICC to

international

issues

CHINA

Macao

O Hong Kong

broaden its scope of operations. Today, PICC can
provide more than 60 classes of admitted insurance,
including "all-risk" policies for commercial
property and construction projects.

PICC offers an admitted insurance policy that is
written both in English and Chinese. More
frequently, however, PICC underwrites many of the
complex insurance needs of foreign joint ventures
by means of a manuscript policy that must be
carefully negotiated by bilingual professionals.
Working with local underwriters often requires
lengthy bargaining sessions between PICC and the

foreign investor, but the results are
well worth the effort.

Why? Unless manuscript policy
wording is negotiated with PICC, a
foreign investor could receive a local
policy that is more tailored to Chinese

- than to Western concepts.

Sample local policy wordings

include the following:

A# PICC policies provide that all disputes shall be
settled by "friendly negotiation.”

/ A PICC contractors' "all-risk" policy will
specify coverage only for the most common named
perils.

An additional clause must be endorsed onto the
policy to provide coverage for "all other accidental

or unexpected events," unless excluded elsewhere in
the policy.

7 A PICC motor insurance policy will include
coverage for accidents to ferryboats.

10 An "all-risk" property policy issued by PICC
will cover "natural calamities and/or sudden and
unforeseen accidents," but will specifically exclude
losses arising from the policyholder's gross
negligence (which is not defined precisely and is,
therefore, subject to "friendly negotiation™).

Fortunately, PICC's management has recognized
that a monopoly insurer must try to satisfy the
reasonable needs of foreign joint venture investors
who have no other recourse. With patience and
mutual goodwill, PICC underwriting problems
usually can be circumvented.

For example, upon request, PICC will issue an
insurance policy with limits denominated in foreign
currency, as long as the premium is paid in the same
foreign currency. Almost all PICC foreign currency
policies, however, are denominated in the U.S.
dollar or Hong Kong dollar.

Under some very limited circumstances,
non-admitted insurance is legally permitted in
China.

The situations arise largely in the case of wholly
foreign-owned property, such as machinery loaned
to a joint venture by a foreign parent that Jill be, in
effect, sold to the joint venture over a period of
vears.

Today, the initial euphoria over the "opening up”
of China has been replaced by greater sophistication

and greater caution.

Today, U.S. multinationals rely on experienced
Asian hands to help facilitate investment decisions.
In the meantime, all eyes are focusing on Hong Kong
as an impetus for expanding the insurance industry
in China.

Unlike China, Hong Kong is a large regional
insurance market with expertise in both direct
insurance and reinsurance placement. At year-end
1986, Hong Kong had 282 insurance companies or
branches that met the minimum capital
requirements set forth by the Hong Kong
government.

These insurers represent many nationalities, but
the majority are small local companies that
frequently provide a second-tier market for the big
players.

In addition to a multitude of insurance companies,
every major international broker is based in Hong
Kong, as are several prominent insurance consulting
firms.

The resulting depth of industry talent has made
Hong Kong an important regional insurance center
in Asia.

Hong Kong places no restriction on non-admitted
insurance, except for the compulsory lines of
employee compensation/employers liability and
automobile liability.

In the past, there were tariff committees that
ostensibly set rates for both lines. Today, the
automobile liability insurance tariff is used mostly
as a guideline, with prevailing discounts and/or
surcharges.

But, nobody pays any serious attention to the
tariff rating for employee compensation/employers
liability insurance, a single policy that affords
coverage for all employees including expatriates.

Tariff rates for other lines of coverage and policy
wordings are highly flexible. All-risk property
insurance and sizable deductibles are common.
Similarly, an insurance contract in Hong Kong can
be denominated in many currencies, although U.S.
dollars and Hong Kong dollars are used most
frequently.

The highly unregulated nature of the Hong Kong
market diminishes the demand for non-admitted
insurance since virtually any type of exposure can
be insured locally at extremely competitive rates
and conditions.

In its role as the biggest foreign investor in China,
Hong Kong has continued a tradition that is rooted
in the trading houses of the early 19th century. In
fact, Hong Kong's role as an entrepot for China
business has been increasing dramatically in recent
vears.

Barring a worldwide recession, Hong Kong's role
should continue to increase up to and after
1997-the year that Hong Kong will shed its
colonial ties with Britain and assume the status of a
"Special Autonomous Region operating under the
sovereignty of the Peoples Republic of China."

Yet despite a common tie, the questions still
remain: Will the commonality of heritage and
language help the two cultures to merge
successfully? And will Hong Kong's influence in the
insurance sector broaden the acceptance of
international insurance practices in China?

All bets are on China rising to the challenge-but
a more authoritative prognosis will have to await
the opening of additional fortune cookies.

Jerome Karter is vp and manager Of
the New York International Depart-
ment Of Johnson & Higgins.
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ASK A RISK MANAGER

assume more risk and the fear of price and coverage decides it must do something about the cause of

RISk ma nagers to focus swings in the marketplace this expense and begins to act seriously in making a

« Concern about how to reduce the cyclical effect commitment to risk control It IS impossible to

on IOSS Control in futu re of the .nsurance marketplace on the expense of your accomplish anything in the loss and risk control
risk management program area without a commitment and desire to do
« State insurance department rules and something by the profit center senior management
Looking ahead from last limitations on the size of self-insured workers You waste your own time and effort without this
year's frustrating renewal compensation retentions This, of course, translates commitment
period to the next three- to into forcing you to seek alternative ways to satisfy Your goal, throughout this problem-solving
five-year period, what are the the insurance department of your ability to manage exercise, is to create a risk/loss control program
most important opportunities claims, control losses and guarantee your financial through your daily efforts in managing a claims
i=,i=,=i=,i=- you see facing risk managers? ability to pay claims administration program
- Guarantees required by those insurance Claims administration service costs are on the
1 | can only answer this question companies that are not willing to write coverage rise Levels of service vary by administrator,
from the perspective of a over non-fronted self-insured programs The company and claim office The need to measure
company with large self-insured question | ask here 15 why can't you develop a more value received from your thii d-party administrator
retentions, principally in the responsive program of claims administration- or insurance company claims department IS
workers compensation and together with loss and risk control and financial mandatory
liability areas, where claim guarantees-than others? A comprehensive claims administration audit,
volumes are large » The possibility, however remote at this point in addressing not only the internal (risk management
While large property time, of securing a dedicated line of credit with department) management of the program but also
deductible losses also can be a part of the answer, banking relationships to fund the peak losses of a the administrator, could be the best place to stai t
their low frequency may not lend itself to the same bona fide, comprehensive self-funded program
degree of opportunity as may be found on the Stop for a moment and divide your insurance and
casualty side of your program risk management expense dollars 1ntO InSured Would you hke advzce from an expenenced colleague

on a r:sk management, benefits managementor

In any effoit to run an effective risk management program expenses, self-insured claims expenses and . X .
actuarial problem? Four features in the Perspective

department, one must continue to recognize that service charges (for claims handling, taxes, section of Business Insurance can gu,e you some
the job involves addressing the day-to-day pi oblems assessments, bonds and other departmental answers
found in expenses) Where ai e all of your dollars going? Ask A Risk Manager, Ask A Benefit Manager, Ask
- Accurately identifying and analyzing profit In my case, 65% of the total dollars go to A .Beneflt ActL.Jarv and Ask A Casualty Actuary answer
. . . ) . written questions from readers on r:sk and benef:ts
center risks self-insured claim reimbursements, with 10% of that
management zssues and actuanal
* Insurance contract negotiations and servicing amount for service expense Only 35% of my total w—li- problems
- Financial and systems control goes to insurance policy premium expense O-- This month's column, on risk
Gaining visibility for your risk management This division of expense should bring the focus management :ssues, is wr:tten by

1 _ Ralph F Perry Jr, vp and director of
=v"vy | risk management at Amfac Inc in San

Francisco Joseph W Duva, director of

and risk control skyrocketing medical and hospital inflation indexes -"*Fil employee benefits at Allied-Signal
| see the most important problem or, better still, Given the numbers of articles we see addressing Imc in Morristown,NJ, answers
benefits management quest2ons

efforts over time, however, may be achieved through directly to the claim expense, an item that seems to
effective claims administration and, eventually, loss recur annually and grows with Inflation and the

opportunity to be found in the risk and loss control health care costs, this expense seems uncontrollable
Wzlitam J Miner, an actuary with The

area And, the only practical way to develop an You may have to point out to senior executives the Mr. Perry Wyatt Co in Chicago, answers
effective, supportive and measurable program is direct relationship between medical/hospital actuanal questzons on benefits issues
through effective claims administration expense and workers compensation expense And, Richard E Sherman, a principal with Coopers &
Some of the reasons for this include Your starting position in addressing the cause of Lybrand in San Francisco, answers actuarial questions
- Th ient tinued i inl this large claim expen ms :0 me to be in in the casualty fteld
.e appale-n con |.nue increase in large s large claim expense seems :0 me to be Mr Duva's and Mr  porrj ' s Solumns aooear
retentions required by insurers There IS a need, gaining attention (and recognition) for youi work alternately on the second Monday Of each month Mr
therefore, to assume more risk and address the through the efficient and controlled administration Miner's and Mr Sherman's columns appear alternately
problem of controlling it of these claims and losses You focus on this on the first Monday of each month Mr Perry's next
- An increase seen by insurance industry analysts problem because of its visibility and measurability column will appear in August
. . ) . . . . Address your questzons to ASK Buszness Insurance,
in the use of alternative financing mechanisms for The effectiveness of youi efforts can be shown and

740 N Rush St, Chicago, Ill 60611 Please give us your
name, title and employer, however, Busmess Insurance
restrictions, price, ability of large policyholders to At some point in time, the sleepy profit center will cons:der unsigned letters

Building policy does not cover stolen cash

1982 through June 30, 1983 Also, the
court awarded Island $328,000 for the

commercial insurance This need IS driven by formm understood by others

A special building form

i eegal briels

policy-providing for coverage of

buildings or structures and attached same period for fixed expenses of
additions and extensions, matei ials was stolen from Kelly's business coverage after the restaurant had $65,000 a month less a total credit of
and supplies intended for use in the premises Kelly sought reimbursement reopened but before the previous level $126,890 62
construction or repair of a building for the lost cash under the policy of operation had been re-established, a On appeal, the insurer argued that it
and personal property of the Federated denied coverage Texas appellate court ruled was an error to allow recovery for any
policyholder used for building Kelly then sued Federated The trial Island Recreational Development loss after the restaurant reopened The
maintenance and service-did not court ruled for Federated Corp operated Alexis, a restaurant in appellate court said that,
provide coverage for the theft of The appellate court said that the Texas An insurance policy with a unfortunately, the policy here was not
money from the business premises, the language of the policy was clear and business interruption endor sement drafted in terms that specifically
Supreme Court of North Dakota ruled explicit "Coverage is afforded for was issued by Lexington Insurance Co related to the restaurant business
Kelly Inc was insured by Federated buildings," the court said, "and money on April 23,1982 Alexis opened in Thus, the court said that the uncertain
Mutual Insurance Co under a special is not included within that coverage August 1982, but in Septembei 1982, a language was to be interpreted to
multiperil policy including a special In order to impose liability under that wind and rain storm caused severe avoid forfeiture or diminution of the
building form and an implement provision, we would have to strain the damage The restaurant was actually policy The court said that the lower
dealers stock floater endorsement clear language of the policy " Link vs closed from Sept 11, 1982, until Dec court’'s decision that the policy did
:fs During the policy period nearly $8,000 Federated Mutual Insurance Co, 3,1982 The restaurant did not regain allow for recovery for the period the
Supreme Court of North Dakota, May ItS previous level of operation until restaurant was rebuilding its business
These abstracts were prepared by 13, 1986 (BUO1/M-$10) June 1983 was not inconsistent with a business
Cases Unlimited Inc Copies of these Island filed suit to recover under the interruption endorsement The trial
dectsions are ava:table by sending a Business interruption business interruption endorsement court decision was upheld Lenngton
$10 check payable to Cases Unt:mited The trial court awarded Island a total Insurance Co vs Island Recreational
to Business Insurance, 740 N Rush St, A business interruption policy of $55,109 38 m damages The award Development Corp, Court of Appeals
Chicago, Ill 60611-2590 Lzst the covering a restaurant damaged in a included $20,000 for lost profits of Texas, March 6, 1986, rehearing
number for each op:nlon storm could be construed to allow for

between the reopening in December denied, April 9,1986 (BI/05/F-$10)

fF



Insurers share liability for cycles: Experts

By LINDA J. COLLINS

SEA ISLAND, Ga.-Insurance
company top management will be
held accountable for future severe
swings in the property/casualty
underwriting cycle, predicts one
insurance company executive.

Most large insurers now have
very sophisticated monitbring sys-
tems that track insurance pricing
patterns, reports William E. Thiele,
executive vp of New York-based
Continental Corp. and president of
its brokerage and special opera-
tions group.

With this information available
to them, "management won't be
able to duck responsibility” for the
severity of market cycles, Mr.
Thiele says.

"Front-line pricing is very much
a product of the will and direction
of senior managers. It's up to them
how they behave over the next two
years," Mr. Thiele told industry
representatives attending the an-
nual meeting of the National Assn.
of Insurance Brokers held last
month on Sea Island, Ga.

Mr. Thiele and three other insur-
ance company representatives dis-
cussed the key issues currently
facing casualty underwriters, in-
cluding the emergence of competi-
tion among insurers, the role of re-
insurance, long-term relationships
with clients, court interpretation
of insurance policies and the future
of risk retention groups.

While new pricing control mech-
anisms are in place now, insurers
need to give them time to work be-
fore changing their pricing strat-
egy, advised panelist William E.

Buckley, chairman and chief ex-
ecutive officer of Crum & Forster

Commercial Insurance in Morris-
town, N.J.

William H. Boornazian, senior
vp-national accounts for Aetna
Life & Casualty Co. in Hartford,
Conn., agreed. Insurers will have to
set up the "necessary monitoring
vehicles within their own organi-
zations to be able to monitor their
written premium price adequacy
on a current basis," he stressed.

WWhile current insurer results in-

dicate that the financial condition

of insurers improved significantly
in 1986 compared with the past
several years, insurers should curb
their exuberance and avoid engag-
ing in wide-scale competition, Mr.
Boornazian warned.

"We have to acknowledge that
the calendar year price adequacy,
or published results, always lag the

written premium adequacy,” he
said.

A careful examination of the
current property/casualty insur-
ance market will reveal that these
-adequate prices are now begin-
ning to fall. If those players who
left the market in difficult times
are now hungry to come back into
the market and get their market

- TO

T

1

r .- -747 111

Photo: Linda J. Collins

Participating on the NAIB panel are from left: Moderator Martin J. McFadden Jr. of Marsh & McLennan;
William H. Boornazian of Aetna Life & Casualty; William E. Buckley of Crum & Forster Commercial
Insurance; Charles J. Clarke of Travelers Insurance Co.; and William H. Thiele of Continental Corp.

share, the adequate and falling
prices are going to become inade-
quate and falling prices in a year
or so," Mr. Boornazian warned.

Yet, he added, "1987 results will
still show excellent numbers.”

Reinsurance soon may play a
more important role in insurance
companies, panelists said.

Insurers that assumed larger net
retentions when faced with rein-
surance availability and recovery
problems once again may cede
larger portions of each risk to rein-
surers, but only to pre-approved
reinsurers and only when the price
is right.

Insurers learned to operate more
independently of reinsurers during
the last hard market, Mr. Thiele
pointed out.

AnNd, if insurers need reminders
of why they began taking larger
net retentions, "we'll keep getting
them in the form of unrecover-
ables. . . that loom ever larger on
company balance sheets,” he said.

According to Mr. Thiele, insurers
should assume some of the blame
for the reinsurance crisis, because
most were eager to pay premiums
for reinsurance that often could
have been predicted as inadequate.

Many reinsurers that went bank-
rupt from these practices are now
"having their revenge from the
grave," as ceding insurers are un-
able to recover their losses, he
pointed out.

A Mmore careful examination of
the financial stability of reinsurers
is necessary in the future, Mr.
Thiele stressed. "Until several
years ago, we had several hundred
approved reinsurers. One of my
goals is that | hope, before | retire,
to have all of our reinsurers on one
postcard,” he quipped.

During the most recent tight
market, "we increased our net re-
tention as high as we ever will. If
the price stays high, | have a huge

appetite for net retention,” said

Charles J. Clarke, senior vp of Tra-

NAIB meeting sets record

SEA ISLAND, Ga.-Insurance company executives turned out in
record numbers for the 53rd annual meeting of the National Assn.
of Insurance Brokers held at the Cloister, a posh resort on Sea Is-

land.

The NAIB annual meeting, held May 26-29, drew 65 NAIB mem-
bers and 39 non-members, who were primarily insurance company

executives, as well as 79 guests.

Brokers said the large attendance by insurance company exec-
utives was indicative of more competitive conditions in the prop-

erty/casualty insurance business.

However, notably missing this year from the roster were represen-
tatives of the London market. While that could reflect dimin-

ished interest in London for U.S. risks at lower rates, NAIB repre-
sentatives said that an annual spring meeting between NAIB ex-
ecutives and London market leaders was postponed until summer.
This spring meeting usually generates London interest in the NAIB

annual meeting, they explained.

Members of the Washington-based NAIB include most of the
national insurance brokerage companies, as well as regional and

local brokerages.

velers Insurance Co. in Hartford,
Conn.

Mr. Buckley agreed that a care-
ful examination of reinsurers is
crucial. Crum & Forster's list of
approved reinsurers "is a lot
shorter than it ever was before and
the security committees we have in
place go through a very vigorous
analysis of reinsurers before they
are approved. . .It's a greatly re-
duced list.™

One key to stabilizing market
swings and improving the insur-
ance climate is forging long-term
relationships between insurers and
insurance buyers, panelists agreed.

Mr. Boornazian of Aetna said

brokers should encourage their eli-
ents to stick with the insurers that
provided them with coverage dur-
ing the last hard market.

Mr. Clarke said that loyalty be-
tween insurers and their clients is
essential to the insurance industry.
The ability to build long-term re-
lationships requires cooperation
and understanding between both
parties, he added.

And the best way for insurers to

emphasize commitment to their
clients is through superior claims
service, Mr. Clarke said.

Improvements to insurance com-
pany claims departments will pay
off down the road in lower settle-
ment costs, he stressed. However,
he conceded that insurers may
have a hard time convincing their
boards of directors that these up-
front costs are justified.

Insurers need to recognize that
their strengths and weaknesses are
more apparent to their clients "in
their delivery of service rather
than in the products they provide.
It is imbedded in the claims func-
tion,” Mr. Thiele agreed.

While the panelists agreed that
they would be happy to step into
the marketplace and provide cov-
erage to their clients for such diffi-
cult lines as pollution insurance,
they pointed out that court inter-
pretations of policy contracts have
held insurers responsible for
claims they never intended to pay.

"What's holding all of us back is

concern over whether or not we

can write a contract that will be

respected in court. We have no
confidence that our agreements
will stand the test of time," Mr.
Thiele stressed.

"I'd love to write pollution lia-
bility coverage, but | need regula-
tory control to do it," Mr. Clarke
agreed.

While many regulators infer that
insurance rate regulation would
solve availability problems, Mr.
Clarke said: "We need loss cost
regulation, not price regulation.
Judicial predictability is the best
chance we have to stabilize
cycles."

Mr. Thiele said there will be one
significant change in the insurance
marketplace of the future.

"Companies are pursuing diver-
gent strategies. . .and have aban-
doned the effort to be all things to
all people," he said.

Insurers have begun to recognize
that they cannot be experts in all
fields, keep up with changes in
every industry and compete in all
markets, Mr. Thiele explained.

The panelists also predicted that
their greatest competition in the
next few years will come from
other insurers as opposed to risk
retention groups.

Mr. Boornazian does not expect
the formation of risk retention

groups under the 1986 amend-
ments to the Risk Retention Act of
1981 to lure a significant number
of potential insurance buyers away
from the traditional marketplace.

He views risk retention groups as
primarily a byproduct of the last
hard market. "I don't see them
right now. . .as having a major im-
pact on the marketplace."

There will always be those enti-
ties "who think they can come into
an industry with hundreds of years
of experience" and do a better job,
Mr. Buckley agreed.

The panel was moderated by
Martin J. Mcfadden Jr., a manag-
ing director and account executive
in the Chicago office of Marsh &
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Risk groups create worries: Regulator

By LAURA MAZZUCA

SEA ISLAND, Ga.-The 1986
amendments to the Risk Retention
Act of 1981 were "passed too
quickly, without adequate study
and knowledge on its potential im-
pact," according to one state insur-
ance regulator.

Addressing the 53rd annual
meeting of the National Assn. of
Insurance Brokers last month in
Sea Island, S. David Childers,
director of the Arizona Depart-
ment of Insurance, praised the mo-

tives behind the act.

But, Mr. Childers expressed con-
cern about its eventual impact on
state legislators, who may be un-
able to move quickly enough to
prevent potential solvency prob-
lems for risk retention or purchas-
ing groups.

And, because of the potential
glut of alternative markets in the
future, Mr. Childers said the act
could exacerbate a return to the
"unhealthy" competitive market of
1981-1984.

The purpose of the 1986 amend-

ments to the Risk Retention Act,
Mr. Childers explained, was to en-
hance the

availability of

liability insur-—
== W W ¢ by ex-

= panding the
na II I . y pPermissible

- — scope of opera-
— = " EE P P

B _ _ _ N\ —

tion of risk re-

tention and

risk purchas-

ing groups, and by freeing them
from multiple-state regulation.

Under the amendments to the

law, risk retention groups can be
formed by businesses and profes-
sionals in similar businesses to
self-fund all liability risks except
workers compensation; purchasing
groups permit businesses and pro-
fessionals to buy liability insur-
ance as a group.

"Perhaps the most important
reason for the federal law's pas-
sage was the political need for
Congress to act, and act rapidly, to
deal with the mounting problems
associated with the pricing and
availability of casualty insurance,”
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he explained.

But the liberalization of risk re-
tention group requirements ulti-
mately may spawn real headaches
for the state regulators, Mr.
Childers said, because regulators
have less authority to monitor their
activity.

The National Assn. of Insurance
Commissioners adopted a model
regulatory act in December 1986 to
address some of its concerns about
the revamped Risk Retention Act
and is now considering additional
amendments (BIl, Dec. 15, 1986;
April 27).

"We all anticipated that there
would be a number of purchasing
groups and risk retention groups
formed with which we'd have to
deal in the upcoming year," Mr.
Childers explained.

"We also wanted to try our best
to provide a relatively consistent
framework for state regulators to
use when dealing with risk reten-

tion groups,” Mr. Childers contin-
ued.

He added: "It was not our idea to
regulate where the federal law has
precluded or pre-empted regulation.
But it was our desire, if we could, to
regulate where
they were nmnot
pre-empted.”

One of the
major problems
that state regula-

the-aperation o

a risk re
group that they Mr. Childers

believe to be in

"hazardous financial condition.”
Under the law, state regulators

first must carry out a full examina-

tion of the risk retention group, then

must file a petition with a state or

federal court, which must issue an

injunction to halt the group's activ-

Meanwhile, a group that has been
established for fraudulent purposes

can continue to operate unhindered,
said Mr. Childers.

When founders have formed these
groups "for the purpose of getting a
lot of money very quickly and get-
ting out of town, those are the peo-
ple we really can't get hold of under
the law, and that's our concern," he
said.

While most entities forming risk
retention or purchasing groups are
legitimate, "there are the ones that
go into the business knowing that
in all likelihood they're not going
to pay claims. They're the ones we
have the problems with and the ones
we try to gear the law around," Mr.
Childers pointed out.

He predicted an insolvency boom
in three to five years if states aren't
given more authority to crack down
on financially unstable groups,
since it may take that long for their
abuses to surface.

Through its model act, the NAIC

also has attempted to more clearly
define som'e of the terms used in

the 1986 amendments to the Risk
Retention Act, Mr. Childers pointed
out.

In particular, Mr. Childers cites
the vagueness of the term "located,”
used to determine the state in which
the group must file.

Currently, the term could refer

to:

- The state where the risk or ex-
posure exists.

= The state of domicile.

« The state with the highest ag-
gregate premium.

- The state where most group
members reside.

The NAIC is attempting to clar-
ify this term, Mr. Childers ex-
plained.

According to Mr. Childers, the

NAIC will continue to amend its

model risk retention act as new

problems and questions develop. |
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A NEVW LOOK

Insurance companies craft identities to project modem image

By AVRA WING modern, innovative company that still retains all the "Companies in any industry in flux-subJect to

traditional values that consumers expect of an insur- change faster than usual-have an imperative to com-

Insurance companies are investing a significant ance company-stability, dependability and integ- municate that they can handle change and are pros-
amount of time, effort and money to polish their rity," comments Roger Dove, senior vp-corporate rela- pering in the environment of change," comments Clive

1€

'Ul.553(1

images tions for the Hartford, Conn -based insurer (see story, Chalet, chairman and chief executive officer of Lip-
And, for many of the cc_)mpan_les, the_ goal is often the page 24B) pincott & Margulies, a New York-based corporate
same They want to retain their traditional hallmarks Insurers like Travelers Corp and New York Life communications firm specializing in corporate iden-

of security and stability, but they also want to proJect each are spending about $20 million a year to convey tity programs
the image of being modern, aggressive and innovative new corporate images to a national audience (see Lippincott, a unit of Marsh & MeLennan Cos Inc.,
companies story, page 24D) has worked with Arkwright, New York Life and
This is especially true for the growing numbers of There is an "increasing need" for insurers to portray UNUM Corp of Portland, Maine, among others, on
insurers that are branching out into the broader finan- a corporate image "consonant with strategic direct- malor corporate identity programs
cial services marketplace. Their goal IS to transfer the ions," says William Potvin, a partner with Touche Without a renewed emphasis on corporate identity,
reputation they've built up over the years in the insur- Ross & Co in New York, discussing the importance of Mr Chalet says, companies communicate "the way
ance industry to their new lines of business, while "building market image" in the newly competitive fi- they were, rather than what they've become "
shedding any negative associations potential custom- nancial services industry "There's a major gap between where (insurers)
ers might harbor about insurance companies In a field such as financial services "where you are really are and how they communicate about them-
And, in some cases, while a company may have a dealing with an intangible product, there's not much selves," says Ms Brown of Lefkowith, who formerly
strong reputation within the insurance industry, con- of a gap between corporate communications and mar- worked in corporate communications at American In-
sumer awareness of the company is low, making it dif- keting communications," notes Stephanie Brown, an ternational Group Inc
ficult for the insurer to break 1ntO the competitive account supervisor with Lefkowith Inc, a New York- "There's a perception on the part of the general
financial services arena based marketing, communications planning and de- public that insurance is a conservative industry back
The message that insurers are sending out is that sign firm in the Dark Ages That's not true anymore,” Ms
"we are more than we were before,"” says George Arkwright Mutual Insurance Co in Waltham, Mass Brown adds
Trapp, vp of corporate communications at New York -formerly Arkwright-Boston Manufacturers Mutual But some insurers are not helping themselves, Ms
Life Insurance Co Insurance Co -changed its name to reflect its nation- Brown notes Much of the external communications
For example, Hartford Insurance Group's new ad wide presence and to update its image, notes Shernl produced by insurers is "schlocky stuff-it looks like
campaign is aimed at portraying the insurer as "a Brown, vp of marketing (see story, page 24E) Continued on next page
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New York Life ads reflect diversification

By AVRA WING

NEW YORK-New York Life In-
surance Co. is bringing its message
of diversification to the general
public.

The insurer launched in Septem-
ber 1986 a print and television ad-
vertising campaign, which will
cost between $50 million and $100
million over the next five years,
according to George Trapp, vp-
public relations.

On the way to launching the new
ad campaign-designed by Saatchi
& Saatchi Compton in New York-
the insurer also found itself de-
veloping a new name to identify its
securities-based product offerings:
NYLIFE.

The ads and new name, Mr.

Trapp said, are designed to con-

vey that New York Life, which the
company felt was "well recognized
as an old-line, traditional life in-
surance company, had gotten into
other kinds of insurance and finan-
cial services products.”

"Did the name New York Life
Insurance define the company now
and what it would be in the fu-
ture?" was one of the first ques-
tions management asked itself -n
late 1985 before beginning to de-
velop the new ad campaign, which
would put New York Life commer-
cials on TV for the first time in two
vears.

Although there wasn't much
sympathy in-house for changing
the name, Mr. Trapp recalled, the
insurer called in New York corpo-
rate communications firm Lippin-
cott & Margulies for help. The in-

Excellence

For well over 100 years, Munich Re has
maintained a standard of excellence

unparalleled in reinsurance. In good times
and in bad times, Munich Re has quietly
continued to achieve enviable quality in
every aspect of service to the insurance

industry.

By any measure, Munich Re excels!

Munich Re Group in the USA:

surer wanted to find out what

"barriers the name New York Life

put up to positioning ourselves as a

broader financial services organi-
zation.”

The consultant, which had deve-

loped New

York Life's

current logo

approximately

20 years ago,

set up survey

groups of po-

tential custom-

ers, talked

with senior

management, field personnel and

competitors, and reviewed the

company's printed materials. Lip-

pincott concluded that there was

still a good deal of "integrity" to

the New York Life name, Mr.

r MARC

Trapp reported.

However, the company was per-
ceived as primarily offering indi-
vidual life insurance, noted Jim
Johnson, senior vp at Lippincott.
The insurer, he said, needed a
name to identify its new risk-based
products, the "more aggressive"
part of its business.

The decision was made to divide
the company into two areas, Mr.
Johnson explained. Under the
heading of New York Life Insur-
ance would fall the company's tra-
ditional insurance products. The
company's risk-based products
would be identified by the newly
developed name NYLIFE, which
was launched in September 1986,
at the same time as the new adver-
tising campaign.

The new designation "signalled a

Munich Re Group

New York « Chicago - Atlanta

San Francisco - Dallas - Boston

Columbus - Hartford

MARC and MARC-Life

change," Mr. Johnson noted, while
still "keeping a bridge to the old
New York Life" and its strengths.

The company had "achieved a
reputation and level of awareness
over the years that was very, very
valuable,”" commented Clive Cha-
jet, chairman and chief executive
officer of Lippincott. "Why aban-
don all history?"

"The NYLIFE name will become
whatever (the company and mar-
ket) make it," he added. "By asso-
ciation and performance, it will
begin to develop an identity sepa-
rate from New York Life.”

To facilitate that, it is very im-
portant to "adhere strictly” to the
separate use of the two names, Mr.
Chajet warned.

Lippincott developed guidelines
for the company to use in advertis-
ing, promotion materials, employee
literature, signs and even on vehi-
cles, Mr. Johnson noted.

All printed materials coming out
of New York Life are being rede-
signed, Mr. Trapp explained, not
only to reflect the two names for
the company's services, but also to
give them a "more contemporary”
look.

Although it's been "very compli-
cated" to rework stationery and
forms for the home offices,
branches and agents, "it's impor-
tant to get all procedures done up-
front,” Mr. Trapp commented.
"Otherwise you have a mishmash
for a system."

The advertising campaign itself
grew directly out of the findings
from the focus groups set up by
Lippincott and by Saatchi & Saat-
chi to test reactions to the New
York Life name, Mr. Trapp noted.
These focus groups consisted of the
company's target market for its se-
curities products: upscale, college-
educated professionals earning
more than $40,000 annually.

“"What we would hear,” Mr.
Trapp said, is "I'm great at what |
do-I'm a great writer and | also
play a mean game of tennis, but
when it comes to finances. . . .

What people need, the focus
groups revealed, is a professional
to lead them through financial de-
cisions. New York Life took this
information and tied it together
with what it perceived to be one of
its strengths, its agency force, and
"Voila, you have a campaign,” Mr.
Trapp remarked.

Through the image of a door
opening onto a huge, modern office
filled with busy professionals and
electronic equipment, the insurer
is aiming to suggest that it is an
"up-to-date company that can
serve financial needs,"” Mr. Trapp
explained.

The company, in studying the
competition, perceived that "No
one else was talking about the de-
livery system. The commercials
never told (people) where they
could go (for financial advice)," he
noted.

New York Life plans to use its ad
campaign at least through the end
of the year, Mr. Trapp said. The
first-year budget for print and
electronic advertising was $18 mil-
lion. Mr. Trapp said the company
will monitor the impact of the ads
and "assess the competition” be-
fore deciding what to spend in the
future.

The insurer will continue con-
ducting market research on the ef-
fectiveness of its advertising cam-
paign.

Although companies usually
wait a year before looking at ad-
vertising impact, Mr. Trapp com-
missioned a study after six months,
he said, because "l got antsy."

The initial results show "We're
beginning to move into the public's
perception as a broader financial

services company,” Mr. Trapp
_—— - ——. _



'Arkwright' moniker
shows updated image

By AVRA WING

WALTHAM, Mass. Arkwright-
Boston Manufacturers Mutual In-
surance Co. was not the right name
to reflect the up-to-date image the
insurance company wanted to con-
vey, says Sherril Brown, vp-mar-
keting.

So, in March the Waltham-based
member of the Factory Mutual
System changed its legal name to
Arkwright Mutual Insurance Co.
and its "communicative” name
the one it uses in advertising and
promotion materials from
Arkwright-Boston Insurance to
simply Arkwright.

The company wanted to keep the
Arkwright name because it had "a
lot of history," Ms. Brown said. It
dropped "Boston," however, be-
cause the regional connotation was
too "limiting." It also eliminated
the word -Insurance” because

this company is much more than
an insurance company,”" she
added.

And, referring to the old legal
name, she said the term "Manufac-
turing" had become "a total mis-
nomer.”

The name change was the prod-
uct of a 10-year review of the in-
surer's operations, Ms. Brown ex-

IGHT

plained.

"As a rule of thumb, most com-
panies go through changes every
decade," she commented.

Arkwright started two years ago
to take "a long, hard look at what
it's become and what it wants to
be," Ms. Brown said, and decided
that the time was right to take a
major step.

"What compelled us was that we
had become a much more market-
ing-oriented company, especially
coming out of the last insurance
cycle. We had expanded products
and services and truly customized
our work," Ms. Brown noted.

Arkwright, a recognized leader
in writing all-risk property insur-
ance, initiated its corporate iden-
tity program to help "define
(Arkwright) and where we want to
go," Ms. Brown explained.

It wasn't a case of "just design-
ing a new logo" so people would
say "that's nice. Arkwright
wanted to "bring all facets of the
company into clear focus in order
to have a clear presentation to the
public.”

Before deciding on any changes,
the company called in New York
based communications consultant
Lippincott & Margulies to help it
analyze the insurer's strengths and
how it was perceived in the mar
ketplace.

Some of the questions the com
pany wanted answered by Lippin
cott's research, according to Ms
B'rown, included: "What do we
need to do that is appropriate?
What is the appropriate position
ing strategy? Do we need to do
things differently? Do we need to
clarify things?"

The insurer found that "the pub
lie's perceptions (of the company)
were the same as ours," Ms. Brown
recalled.

"It was nice to find out.”

She said that the "direct service
approach to business" that
Arkwright fosters was found to be
"quite valued by customers."”
While that "jibed" with what the
company's management and em
ployees in the field perceived, the
corporate identity program helped
the company to bring that knowl
edge "to the fore" and "improve
the leverage in communications."

The insurer dropped
'Boston,' because the
regional connotation
was too 'limiting,' Ms.
Brown explains.

Arkwright is now developing 'an
advertising campaign that will in-
corporate the new name, Ms.
Brown pointed out. But, she down-
played the significance of an ad-
vertising campaign, saying that
"personal contact" is a "more crit-
ical way" of communication for
Arkwright.
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Road to UNUM was long, arduous

By AVRA WING UNUM is a "totally unique construction," name, the company began using the tag line, In February, UNUM started a new corpo-

said Clive Chalet, chairman and chief execu- "the UNUM commitment to excellence," in rate image advertising campaign aimed at a

PORTLAND, Maine-Union Mutual Life tive officer of Lippincott advertising and sales promotion materials to national audience and, more specifically, at

Insurance Co found itself in an unusual sit- "It can be made to mean anything It's not establish ownership of the name through the financial community, according to Ms
uation after deciding to go public Legally, an English word, but is very familiar to any usage, Ms Gribbel explained Gribbel

once it "demutualized,"” It could not use its one who ever carried a coin in their It also was necessary to refile documents That campaign, on which UNUM will

nanne anynnore pockets,"” Mr Chalet said notifying the spend $2 5

Last November, the company officially be- He emphasized the obstacles to a name Maine su- | million this

came UNUM Life Insurance Co change "Most names have been taken, and it perintendent The UNUM name serves the bridge year for print

And, while it seems to be only a short leap is very time consuming," he added, referring of insurance advertising,

from Union Mutual to UNUM, the road be- to the testing required to find a suitable of the com- function, Ms. Gribbel says, and also

emphasizes

tween the two names was actually a long and name without negative connotations in any pany's new raises associations with the motto 'E the company's
arduous one, according to Susie Gribbel, language name, to special niche
project manager for public relations at AIong with the new name, Lippincott de- change the Pluribus Unum' found on U.S. coins and -long-term
UNUM signed a new logo for the company, retaining name of all of dollar bills. disability in-
The Portland, Maine-based company de- the lighthouse symbol that research showed its subsi- surance, Ms
cided to go public in 1983, and began ItS holds a good deal of equity diaries, and . sribbet
search for a new name early in 1985, around The letters UNUM in the logo were then to refile added
the time it filed its demutualization plan "tilted,"” Ms Gribbel explained, to give the both the corporate and subsidiary names in The second campaign links the new name
with Maine's superintendent of insurance, impression of movement all 50 states, Canada and Mexico, Ms Grib- with the company's "business mission of re-
Ms Gribbel said The idea was to convey that the company bel said Each state and country had differ- lieving financial risk by protecting income,"”
The insurer first contacted a number of "is not standing still, it is going some- ent regulations concerning name changes, he Ms Davis said
consultants, including Lippincott & Margu- where " noted "We are clearly directed,” she added,
lies, a New York-based Dark gray was chosen Everything with the company's name on pointing out that the advertising is "unified"
corporate communications for tKe letters, blue for the It-from signs to forms to cars to stationery to convey a total message about the company
firm, and the one UNUM e U N U A(( symbol While gray was -had to be changed rather than highlight one specific product
eventually chose to direct considered "not as stodgy The company felt it was important to con- This "faces" campaign, which features
its identity program as black,"” she said, the sistently use the new name and logo, Ms close-up photographs of people who have
Lippincott worked closely with the com- company wanted something that was low- Gribbel said had accidents that threatened their earnings,
pany's senior management to develop cri- key To this end, brochures were created ex- evolved from discussions with senior manag-
teria for what the new name should be, Ms "Obviously, when you're an insurer you plaining the name change to employees and ers who described the company's primary
Gribbel continued can't be too out of line," Ms Gribbel com- those doing business with the company business as "income protection,” Ms Davis
These criteria included mented In addition, the company newsletter pub- explained
- No limitation on the range of products Once the name was picked, the company lished numerous articles explaining the After that message tested positively on
and services offered embarked, in the fall of 1985, on an adver- changes, and a slide show was developed to focus groups, the company asked Brouillard
- Distinctiveness tising campaign "focused on policyholders show employees how the new name and logo Communications in New York to develop the
« Ability to bridge with the past and people in the community” to "roll out"” were to be used campaign, Ms Davis said
- Clarity the name, she continued A graphics standards manual was pro- The ads are designed for "stopping power"
From an original list of 500 names (which, In November 1986, the campaign to in- duced to provide guidelines for using the she noted-large close-ups of "startling”
interestingly, included Allegis), the company crease name recognition was brought to na- new name and logo, as well as official for- faces used In con}unction with bold head-
narrowed the field to 20, from which UNUM tional publications, such as the Wall Street mats for business forms and letters lines and "lots of white space” in a spread
emerged as the final victor Journal and Time Printing also has been centralized, and all format
The name serves the bridge function, Ms It was the first time the company had ad- new materials must meet the established The campaign will be used for 18 to 24
Gribbel said, and also raises associations vertised to a public audience, noted Kathryn standards months, Ms Davis said
with the motto "E Pluribus Unum"” found on Davis, manager of corporate advertising Be- Although Ms Gribbel termed employee Although It IS too early to judge its impact

U S coins and dollar bills The meaning- fore that, the insurer had advertised only to compliance with the changes and new stan- on customers, she noted, reaction from the
one out of many-suggests "we stand out the insurance brokerage community, she dards "pretty successful," she admitted, "we field sales force has been very positive "It's
from the crowd, we are unique,” Ms Gribbel said have met with some resistance People like to great you're getting your name out," they've
explained Meanwhile, along with registering the do things their own way " told the home office -

1

Hancock adopts label to depict services

By AVRA WING 1 To ensure consistency in the use of the new logo, a corpo-
- . - - - . te identity manual outlining how it is to be used in
Hancock is using its financial services ra
BOSTON-John Hancock Mutual Life Insurance Co is 9 printed materials and advertising has been developed,
using an attention-grabbing "Real life, real answers" ad- |Ogo to convey the same message in Mr Tarbox said

vertising campaign to promote the company's expanding Uniformity has begun to take hold m the "volumes of

both its prlnt and television printed matter"” that the company and ItS 17 subsidiaries

services

John Hancock Mutual Life which began diversifying in adverﬁsing, exp|ains Frank King, have distributed to consumers, Mr Tarbox noted "We're
1968, adopted the label John Hancock Financial Services . L. beginning to speak with one voice "
at the end of 1985 At the same time, the insurer launched general director of advertlsmg. Hancock is using its financial services logo to convey the
the new advertising campaign, which features vignettes of , same message in both ItS prmt and television advertis-
Hancock representatives helping solve real-life financial ing That no matter what the individual's economic situa-
problems, explained Frank King, general director of ad- noted Charles Tarbox, general director of communications tion is, Hancock can help with its wide array of products,
vertising planning and programs Mr King explained

At the time, Hancock management had begun to realize What these market research results revealed, Mr Tarbox The company wanted the advertising campaign, created

that the legal name of the company did not sufficiently continued, was the significance of "branding” the com- by Hill, Holliday, Connors, Cosmopulos, Ingalls Associates
convey the image of a broad-based provider of such finan- pany's various businesses with the financial services iden- Inc in Boston, to "cut through the clutter" of existing
cial services as mutual funds, municipal bonds and other tification financial services advertising, Mr King explained, and be
securities, as well as a wide range of life, health and prop- As a result, John Hancock Financial Services became the "creative, different, memorable The common thread run-
erty and casualty insurance, according to Richard Bevi- "umbrella for the entire company,"” he said It was a label ning through our rivals' advertising was talking about
lacqua, director of corporate public relations for the in- that could "unify, yet talk to the diversity of the com- their companies, rather than about consumers "

surer. pany " The insurer also wanted the advertising campaign to ad-

"We took a look at the name," he recalled, and decided The insurer showed its commitment to the new logo with dress the changing demographics of American society,

“change was necessary " a $20 million national advertising campaign and with which it discovered in its own market research Not only

The "clear financial services label was the best way to "heavy documentation,” both in print and video, to ItS was the population aging, the research showed, but the

portray to the public" what the company had to offer, Mr field offices, Mr Tarbox said number of working women and single parents also had
King added The John Hancock signature, however, was retained skyrocketed

Market research "We haven't walked into that trap,” Mr Tarbox said, re- The advertising campaign, consisting of 60-second and

1 1 1 U L - - L conducted following fernng to the danger of throwing out a company's estab- 30-second television spots, was positioned to run during

Lu,w,i,<..,w,g,<,vikr. adoption of the finan- lished reputation and recognition factor when making a nationally televised sporting events The print advertise-
O Financial Services cial services logo change ments appeared in magazines such as Time, Newsweek,
showed that seven out "The signature is the one constant It has the attributes Money, Working Woman, People and Sports lllustrated
of 10 people surveyed of stability and longevity we want to maintain,"” he Sales representatives' reactions to the advertising cam-
"preferred a company that offered diversified financial stressed paign, now in its second year, has been "outstanding”™ Mr
services" rather than lust life and health insurance, Mr The logo change "had to be executed with great care,” King said In addition, the advertisements have made a
Bevilacqua commented. Respondents perceived the com- Mr Tarbox recalled All levels of management were in- "marked difference in how we are perceived" by consum-
pany "to offer more options and choices," he added volved in developing it The most difficult part of adopting ers, he noted, declining to quantify his statement
The study, which was conducted by SRI Research Cen- the new logo, Mr Tarbox remarked, was "getting people to Pleased with the results, the company will continue the
ter Inc of Lincoln, Neb, sampled 1,000 heads of house- agree on what it would look like " "Real life, real answers" campaign throughout this year
holds nationwide chosen at random from neighborhoods "You're walking on eggshells when dealing with business and almost definitely through 1988, Mr Tarbox said
where the average household income was more than cards and personal stationery," Mr King added "We couldn't be happier with the campaign We see
$30,000 annually It was difficult at first to persuade some Hancock staff using it for some years to come It fits whatever product,
The research also indicated that 57% of those responding members to cooperate on the change, Mr Tarbox com- whatever target group" the company wishes to promote or
thought the new name showed diversification, 17% said the mented "People are rooted in the past, in sameness," he reach, he said
new name showed exactly what the company is, 10% said said "The more consumers see the campaign, the more they
the new name sounded better than the legal name of the Now, however, the internal response has become "over- understand It We'll get tired of it before the consumers
insurer, while the remainder gave a variety of responses, whelmingly positive " dor



Zurich-American to promote U

By AVRA WING

SCHAUMBURG, lll.-After pro-
moting its Swiss ownership for
many years, Zurich-American In-
surance Group soon is going to em-
phasize its American presence.

Zurich-American promotes itself
in corporate image advertising as
"American creativity, Swiss de-
pendability."

The corporate image campaign
began about five years ago, said
Robb McPherson, senior vp and
management supervisor at BBDO
Chicago Inc., Zurich-American's
advertising agency. The concept
then was to show the company
having the "best of both worlds-a
sugar daddy for a parent in Swit-
zerland, but also American cre-
ativity and fast turnaround.”

The decision was made to use
"instantly recognizable Swiss sym-
bols," i.e., a Swiss army knife,
watch and chocolate bar, to em-
phasize the "strength of the Swiss
parent.”

The campaign was launched in
Forbes magazine, which was seen
as "delivering the quality corpo-

rate top ex-

wanted to

=i use one top
ZURICH-AMERICAN quality
publication
real well." This has proved to be a
"very, very effective strategy," Mr
Mcpherson said, according to re-
search BBDO conducts every two
years. Name recognition is "cer
tainly on an uptick," he said, while
declining to quantify the results.

The new corporate ad campaign
now being developed is intended to
run this fall in Forbes and other
national publications. Mr
McPherson dubbed it "Son of Cor
porate Campaign."

Because the company is per
ceived as "growing well," the man
agement has decided to "stress
more strongly the American as
pects of the insurer," he noted.

But, the company's connection to
an international organization still
will be stressed, says President and
Chief Operating Officer William
Bolinder, noting that the world has
become a "global village."

In addition to its corporate ads
the company began a campaign one
year ago aimed at agents and pro
ducers.

"We wanted to add independent
producers," said Fred Dabney, vp
corporate communications. The
ads were designed to convey the
idea that producers would be "as-
sociated with a quality organiza-
tion with commitment to its cus-
tomers," he explained.

Appearing in trade publications,
the ads are designed to "build
rapid name recognition" and are
more "product-oriented and deal
with issues important to pro-
ducers," Mr. MePherson said.

"The need to 'brand' is very, very
important," he stressed, noting
that without the "marketing horse-
power" of some other companies,
Zurich-American had to "do what

it could with the money available"
to make itself known.

BBDO came up with the "silhou-
ette" campaign, which features
business people encountering situ-
ations in which another insurer is
unable to provide sufficient ser-
vice. The ads "invite people to stop
and look." The use of white space
allows the "logo and name to come
up very big."

The ads are "efficient" to pro-
duce, and can be updated quickly,
if necessary. They have an art deco
look, which lends them a "trendy"
aspect as well, he added.

All Zurich-American's advertis-
ing is in print. The company con-
sidered electronic advertising, Mr.
McPherson noted, but decided it

would not be "cost-effective."

Zurich-American once had a
problem with what its name was,
notes Mr. Dabney. Legally it is
Zurich Insurance Co. U.S. Branch,
but up until 1985, it billed itself as
Zurich-American Insurance Cos.
Customers and people in the busi-
ness tended to refer to it in the sin-
gular, as Zurich-American Insur-
ance Co. "No such thing existed,"
Mr. Dabney said.

But even after the company
started using Zuich-American In-
surance Group in advertising and
promotion, confusion persisted
about the umbrella name.

On the side of the Schaumburg,

insurer topics

lll., headquarters building facing
an interstate, a huge sign displayed
the name Zurich-American Insur-
ance Group. But over the entrance
to the home office, there still hung
"Zurich-American Insurance Cos."

This lack of coordinated commu-
nications prompted the company to
undertake a corporate identity
program that included such basic
elements as standardizing signs,
stationery and other printed ma-
lerials, as well as a modification
and augmented use of its logo.

The stylized "ZA" shown by it-
self to test groups was neither wi-
dely recognized nor read correctly,
Mr. Dabney said. "There was some
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confusion, basically, among cus-
tomers. Those not familiar with the
logo saw it as'7A."' We had to hang
the name Zurich-American imme-
diately under the logo."

While the company was gen-
erally satisfied with the logo in the
early 1970s, it did some "fine-tun-
ing" of it, in Mr. Dabney's words,
to make it more recognizable.

"The most important thing a
company has to offer (in communi-
cations) is its name and its logo,"
he said. These two things create
"that first, quick visual”™ im-
pression.

A logo is also important for the
impression it creates internally, as

11

S. ties

well as externally, he noted:
"That's the flag we all salute."

Mr. Bolinder stressed the impor-
tance of the logo as a vehicle for
"building the culture" of the com-
pany. He has introduced lapel pins
for employees and items embla-
zoned with the Zurich-American
logo. Everything from coffee cups
to jackets to golf putters are avail-
able from the "Z-A Collection."

The logo is the "capstone" of the
"whole style" of the company-
"what we want to get from our em-
ployees"-Mr. Bolinder remarked.

That is, Mr. Dabney summed up,
"quality, service and a sense of re-
sponsibility " 1
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Grade our efforts

Dear Insurer Topics reader: Your comments will help Insurer Topics Associate Editor Avra Wing
and | plan future issues of insurer Topics to Make it more useful to
You have received eight editions of Insurer Topics, this special de- you.
mographic section now included six times a year in Business Insur- Thank you for sharing your time with us.
ance solely for our insufance company readers. Sincerely,

We created this section to report on the special concerns of

our insurance company readers and we want to know whaz you think
of our efforts.

Kathryn J. Mcintyre
Please take a few minutes to fill out the following questionnaire, tear Editor

it out of the magazine and mail it to me at the address below. Business Insurance

1. The following topics have been addressed in insurer Topics. For each issue, please note if you read the section and then
rate the articles in that section, with 5 being the most interesting and useful and 1 being dull and useless.

Did you read? Rating
"A new look: Insurance companies craft identities to project modern O Yes O No C Don't recall 12345
image" (included articles on how property/casualty and life/health insur-
ers have developed and promoted their corporate identities) June 8,
1987.
"United front: Insurance trade associations strive for cooperation" O Yes Il No Il Don'trecall 12345
(included profiles of the major property/casualty and life/health trade as-
sociations) April 27, 1987.
"Attracting talent: Financial inroads pit insurers vs. Wall Street for Il Yes Il No Il Don’t recall 12345
high-caliber workers" (included articles on how insurers are attempting
to upgrade the talent of people joining their companies) Feb. 9, 1987.
"What's ahead? Property casualty insurers still unsure of effects of O Yes Il No O Don't recall 12345
tax reform" (included articles on the provisions of the Tax Reform Act of
1986 affecting insurers) Dec. 8, 1986.
"Game plans: Consultants coach insurers to plot winning strate- Il Yes O No O Don't recall 12345
gies" (included articles on strategic planning, what it is and how it is
implemented in several property/casualty and multiline insurance com-
panies) Sept. 8, 1986.
"On-line investing: Portfolio managers agree computers help answer Il Yes Il No O Don'trecall 12345
'what if?' " (included articles on computer software for investment activi-
ties and insurers' investment strategies, for both property/casualty and
life/health insurers) June 16, 1986.
"Snuffing out swindlers" (included articles on arson prevention, health Il Yes Il No Il bon't recall 12345
care fraud prevention and auto claim fraud prevention) March 10, 1986.
"Underwriters learning their lessons as market tightens" (included O Yes Il No m Don’t recall 12345
articles on how property/casualty insurance companies were revamping
their underwriting practices, brokers' complaints about underwriting prac-
tices and software used in underwriting) Nov. 25, 1985.
2. Do you want to read more sections based on one theme, as in the O Stick with a theme and cover it in detail.
past, or would you prefer a section with stories that cover a variety Il Give me more variety in the topics covered
of topics? Please check one of the following: and less detail.
3. Do you want a new column that reports brief descriptions of new O Yes O No
products and services offered to insurance companies?
4. Do you want to read speeches on insurance topics delivered by OYes O No
insurance company executives and industry observers?
5. Do you want to read personality profiles of insurance com- Il Yes O No
pany executives?
6. Is publication every other month O too infrequent; O too frequent; O just right.

7. Please tell us of any subjects you would like to see in Insurer Topics or make additional comments about the section:

Please mail this completed questionnaire to:

Kalhryn J. Mcintyre, Editor

Business Insurance

740 N. Rush St.
Chicago, 111. 60611-2590



Pollution case rulings
differ on duty to defend

By STEPHEN TARNOFF

Two recent court decisions give
differing views on whether policy-
holders are entitled to a defense
from their insurers in pollution

In Fireman's Fund Insurance
Cos. vs. Ex-Cell-O Corp., U.S. Dis-
trict Court Judge John Feikens in
Detroit ruled that Troy, Mich.-
based Ex-Cell-O was entitled to a
defense from its liability insurers
for environmental contamination
alleged at 22 locations, even
though it had not formally been
served with a lawsuit.

But in Witco Corp. vs. Travelers
Indemnity Co., U.S. District Court
Judge John VWV. Bissell in Newark,
N.J., ruled the insurer did not owe
Witco a defense in an environmen-
tal case in which the underlying
complaint against Witco did not
allege that the pollution occurred
during Travelers' policy periods.

In addition, Judge Feikens ruled
in the Ex-Cell-O case that cov-
erage was not barred by either the
pollution exclusion clause in gen-
eral liability policies or an exclu-
sion that bars coverage for damage
to property owned by the policy-
holder.

He further ruled that coverage
was triggered by the exposure of
the pollutant to the environment
and not its manifestation.

Both cases are examples of nu-
merous conflicting decisions na-
tionwide on whether insurers must
defend and indemnify policyhold-
ers facing pollution or hazardous
waste suits.

The May 18 Ex-Cell-0O decision
involved Ex-Cell-0, subsidiary
McCord Gasket Corp., and McCord
subsidiary Davidson Rubber Co.,
all which sought defense coverage
from their primary insurers: Fire-
man's Fund, Wausau Insurance
Cos. and Zurich Insurance Co.

According to the Ex-Cell-O deci-
sion, the policyholders received
notice from a government agency
or owners or operators at various
sites informing them that they
were potentially responsible for
contamination at various sites.

The insurers covered Ex-Cell-O
and the subsidiaries at various
times from 1965 to 1985, under
comprehensive general liability
policies.

In a wide-ranging opinion, the
court addressed:

= Whether Ex-Cell-O's insurers
were required to provide defense
coverage even though no lawsuits
seeking legal damages had actually
been filed against the policyholder.

= Whether an exclusion in the
policies for damages to property
owned by the policyholder prohi-
bited coverage.

* Whether coverage was barred
by the pollution exclusion clause in
the policies.

= The time of the "occurrence”™
that triggered coverage under the
policies.

The court first ruled that the in-
surers must defend the environ-
mental claims even if Ex-Cell-O
was not yet named as a defendant
in a traditional lawsuit for mone-
tary damages.

At issue was language that de-
fined the insurers' duty to "defend
any such suit against the insured
seeking damages" on account of
bodily injury or property damage.

"The insurers construe their po-
licies too narrowly: Coverage does
not hinge on form of action taken
or the nature of relief sought, but
on an actual or threatened use of
legal process to coerce payment or
conduct by a policyholder,"” Judge
Feikens said.

"l hold that a 'suit’' includes any
effort to impose on the policyhold-
ers a liability ultimately enforce-

able by a court, and that 'dam-
ages'includes money spent to clean
up environmental contamination.”

Judge Feikens next ruled that
the exclusion for damages to prop-
erty owned by the polieyholder did
not preclude coverage "because the
claims at sites owned by the poli-
cyholders include property damage
to adjoining landowners and to the
public."”

Next, Judge Feikens held that
the pollution exclusion clause did
not bar coverage for the policy-
holders. This clause provides that
insurance does not apply to bodily
injury or property damage arising
out of the discharge or release of
various pollutants unless the dis-
charge is "sudden and accidental.”

Continued on nerrt page

ClaimFacts-The Health Claims Management System

How a mid-sized insurance company
landed a $22 million account.

When this mid-sized insurance

company went after the claims ad-
ministration business of a company
with 15,000 employees, plus retirees
and dependents, its business strat-

egy was basic. Provide the best
customer service at a cost that's

hard to beat.

With the help of Clainfacts, it
got thebusiness, the premium equiv-
alent of $22 million. Nine different
insurance contracts, including major
medical, dental, long-term disabil-
ity, employee and dependent life,
director's life and grandfathered
plans for retirees. To add to the
complexity, the new customer had
merged from two organizations in

two states, each with unique, non-
communicatmg human resources
and benefits systems.

Just five months after the first
implementation meeting, all the
new members and plans had been
loaded on ClaimFacts and claims
were being processed. While the
contract promised four days turn-
around, most claims are processed
in three days or less. From receipt
of tapes for employees and hard
copy for retirees to mailing out
checks and explanations ofbenefits.

Only an online system as ver-
satile as ClaimFacts, from Erisco,
can handle such a wide diversity of
requirements. Three systems -

business insurance, June 8, 1987 / 25

Every week your prospects turn to Business Insur-

ance for the latest news in the industry. They also

turn to Bl's Insurance Services Guide to learn

about companies that supply the products
and services they need.

Insurance Services Guide is especially de-
signed to provide small space advertisers
with a clutter free, highly visible environ-
ment each and every week. When it comes

to small space advertising no one delivers

- - the impact and visibility that Bl does.

Call Margaret Hikido today for ad rates and
space reservations: (312)649-5340.

ervices guide

medical, dental and disability-all tem can help you manage your

work together. The easy-to-learn
system uses one screen for auto-
mated adjudication. It increases
speed and accuracy with automatic
eligibility and benefit detennina-
tions. And ClaimFacts' flexibility
makes it easy to add new benefits
or change a plan without restruc-
turing the entire plan or duplicating
records.

If you are an insurance com-
pany or TPA, we'd like to show
you how ClaimFacts can enhance
your competitive position, profit-
ability and business growth. If
you're a self-insured corporation,
we'd like to show you how this sys-

health claims and cost contain-

ment programs. Just like we do

regularly for over 90 organizations
in the U.S.A. and Canada.

To learn more about Claim-
Facts or other Erisco mainframe
benefits software, call or write the
Sales Department at Erisco,

1700 Broadway, N.Y., NY 10019,
(212) 765-8500.

CLAIMFACTS

Erisco-The bendits Of information.

Ensco

[1iB fheDadstreetcorporation
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, Summary of major property/casualty insurers' first=quarter results

(All amounts in thousands of dollars)

Rank
1987

1 The Home Group Inc.

2 Reliance Ins. Co. & subs.

3 Crum & Forster Inc.

4 The St. Paul Cos. Inc.

5 Sentry Insurance Cos.2

6 Continental Corp.

7 Fireman's Fund Ins. Cos.

8 Kemper Corp.

9 General Re Corp.
10 USF&G Corp.
11 CIGNA Corp.
12 Ohio Casualty Corp.
13 Chubb Corp.
14 American International Group
15 Hartford Insurance Group
16 Royal Group (U.S. subs.)2
17 SAFECO Corp.
18 Fremont General Corp.
19 CNA Financial Corp.
20 Old Repubilic Int'l (incl. life)'
21 Travelers Corp.
22 Hartford Steam Boiler
23 Aetna Life & Casualty Co.
24 American General Corp.
- Commercial Union Ins. (U.S.)2

- Uberty Mutual Ins. Co.'

- Nationwide Mutual Ins. Co:

Cumulative

' After dividends.

INnsurer results

Continued from previous page

This could be seen as a sign in-
surers are willing to lose some
business rather than cut prices,
said Gloria Vogel, noting the num-

2 Statutory.

(Ranked by change in aftertax operating income)

Corporate

Altertax| Percent

Consolidated operating increase

revenues income (decline)

1987 1987 198&1987
596,300 31,400 6,180.0
801.740 37,089 1,631.5
897,700 42,300 284.6
838,471 70,042 186.7
161,199 2,666 169.0
1,562,300 87,000 150.0
1,008,427 66,637 121.8
920,544 55,770 100.1
883,524 111,926 98.6
1,140,026 94,829 87.6

4,229,200 126,900 77.0 1

388,972 26,010 76.6
876,300 78,700 74.5
2,545,700 207,408 67.4
2,285,858 69,329 67.0
N/A 34,800 53.3
693,837 54,167 49.1
WA 6,154 48.0
1,689,000 79,600 477
271,000 23,000 45.6
5,190,000 108,800 37.7
101,057 13,072 35.2
5,126,700 182,000 29.4
1,650,000 148,000 16.5
N/A N/A N/A
N/A N/A N/A
N/A N/A N/A

33,857,855 1.757,599 72.3

3 Before dividends.

ber of policies written by some
major insurers is down. She added
that softening rates for some lines
of property/casualty insurance
"really didn't affect the first-quar-
ter numbers as far as | could tell.”

But Barbara Stewart, president

RENT-A-CAPTIVES AVAIIABLE

"THE ANSWER TO THE 1986 TAX REFORM ACT"
FINANCIAL TECHNOLOGY INC.

Consultants specializing in Captives, Risk Retentior Groups,
Cash Flow, Self-Funded, Loss Porjolio Transfer Programs,
Feasibility Studies, Formation and Management.

1888 Century Park East, Suite 910, Los Angeles, CA 90067
(213) 879-3991
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prevention, risk financing and benefit management. Every
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Rates on request

company

na-ure of business

Property/casualty operations

Net

Combined’ Combined' premiums
ratio ratio written
1987 1986 1987 19;

111.9 117.1 537,600
104.72 114.Y 357,944
108.2 114.3 775,100
106.82 117.22 650,794
103.3 109.3 270,602
99.82 107.92 925,500:
107.7 111.7 955,310
99.1 108.0 195,505
100.92 106.02 597,614
104.9 111.22 938,058*
108.0 114.0 1,473,300
100.52 104.82 353,1732
97.9 101.2 638,900
100.6 103.2 1,894,623
103.6 107.2 1,644,625
100.4 107.4 535,600
o8.8 107.0 353,741
105.3 115.8 65,799
112.32 116.42 1,194,0002
N/A N/A N/A
103.0 107.8 1,388,900
85.3 _ 86.6 70,479
108.7 112.2 1,611,500
104.F 107.92 390,000
107.9 116.6 285,500
111.7 113.2 1,793.587
104.8 115.6 1,402,699
105.3 110.7 21,300,453

N/A-Company did not provide data

of Stewart Economics in New
York, believes it is likely the de-
cline in premium growth reflects
the leveling or lowering of rates.

Chubb is experiencing slower
premium growth because while
rates are still going up, they are
rising at a much slower pace than
last year, said a spokesman. Chzbb
reported a 10.8% increase in net
premiums written, to $638.9 mil-
lion, compared with a 32.4% in-
crease in all of 1986.

Net written premiums declined
17.6% in the first-quarter to $357.9
million at Reliance Insurance Cos.
The company is underwriting more
selectively and issuing fewer poli-
cies, a spokesman said.

Fremont General Corp. poste i a
26.7% decline in ne: premiums
written to $65.8 million as a result
of discontinuing certain opera-
tions, including treaty reinsura 7ce

(please print)

telephone

O business or O home address

[1 new subscription. O renewal. 0 payment enclosed.

El bill me. El bill company.

D Please send information on your special 20%-off group
rate for five or more subscriptions.

city

state/country zip/postal code

O | prefer not to receive information or advertising by mail
from companies not affiliated with Crain Communications.

Mail to: Business insurance, Circulation Dept., 965 E. Jefferson Ave., Detroit, Ml 48207

1BCB7

increase

Percent Pretax

underwriting

Percent Pretax

increase investmenf

Percent

increase

Percent

Policyholders increase

(decrease) income (loss) (decline) income (decrease) surplus (decrease)
881987 1987 1986-1987 1987 1986-1987 1987 198&1987
13.5 (58,300) 19.7 99,400 9.0 837,600 3.9
(17.6) (16,058) 65.6 46,929 28.0 N/A N/A
16.1 (74,700) 28.4 120,700 14.6 1,276,900 30.0
10.2 (40,337) 59.9 119,578 14.0 1,084,955 27.6
31.3 (16,017) 27.5 29,072 32.5 400,823 75.7
13.0 19,000 131.5 87,975 4.3 1,563,000 40.4
11.9 (68,524) 19.1 112,095 (1.2) 1,598,098 31.3
1.9 (2,905) 84.2 18,814 0.2 401,064 13.9
(0.5) (4,034) 90.9 113,306 29.6 2,097,464 39.5
5.9 (30,217) 61.9 146,575 10.8 1,328,500 33.4
8.4 (111,400) 33.9 190,600 11.0 1,840,000 30.6
16.7 (3,976) 79.3 37,217 9.3 520,578 46.4
10.8 11,900 174.8 62,700 15.7 1,126,200 14.7
33.2 (22,022) 60.1 154,038 34.0 5,214,786 23.6
21.5 (82,095) 23.9 148,232 6.3 2,251,843 4.1
12.7 (600) 98.6 67,700 13.8 1,041,868 65,6
10.6 4,095 119.5 41,799 19.7 836,310 22.8
(26.7) (3,292) 72.2 9,203 (33.0) N/A _ N/A
9.5 (161,600)2 16.1 177,9002 10.0 1,908,000 37.6
N/A N/A N/A _ _ N/A N/A N/A N/A
7.9 (41,700) 62.2 131,800 18.4 1,846,100 18.3
4.6 10,284 21.6 7,487 16.3 220,242 17.3
13.1 (127,500) 21.4 195,600 8.8 1,977,127 37.0
16.4 (11,000) 45.0 _ _ 41,000 10.8 962,000_ _ 24.1
0.9 (32,100) 40.1 42,200 5.4 514,400 23.6
30,0 (161,445) 18.3 __ 183,861_ 11.5_ N/A _ _ N/A
0.8 (51,023) 75.5 136,882 1.3 2,399,880 21.3
12.8 (1,075,626) 44.9 2,522,663 11.9 33,247,738 26.7

and all primary property/casualty
business other than workers com-
pensation and a small amount of
nnedical rnalpractice coverage, said
David L. Mcintyre, president and
chief executive officer of Fremont
Insurance Group.

Rates for some lines already are
coming down, while prices for
other lines, like workers compen-
sation, will continue to rise, said
Mr. Stradtner, adding he does not
expect to see a decline in premium
volume until next year.

Along with slower premium
growth, the industry is recording
decreased investment income
growth as well, noted Ms. Stewart.
"Most of the bang in investment
income comes from the cash flow
in underwriting,”" she explained.

The relatively modest increase in
insurers' cash flow, however, did
offset lower interest rates, noted
David Seifer, vp at the First Bos-
ton Corp. in New York.

In terms of investment strategy,
most insurers are continuing to in-
vest more heavily in tax-exempt
instruments, while they also are
moving a "little bit more” into
equities because of stock market
gains, said Mr. Wells.

"l think they've invested more in
equities than they had in a number
of years," said Mr. Seifer, though
investments remain mainly in the
fixed-income market.

Chubb has been investing in tax-
exempt securities, because under
the new tax law, the insurer is sub-
ject to being taxed much more
quickly, said the company spokes-
man, noting it has invested a "bit
more money" in equities as well.

Some observers say they do not
anticipate dramatic growth in in-
vestment income this year.

"l don't think we’'ll see very
strong results in that area this
year," said lllI's Mr. Mooney, not-
ing the industry reported $1.8
billion in capital gains during the
first quarter, up 12.5%, compared

with $1.6 billion during the com-
parable period a year ago.

"l don't see any big push this
year in investment income," said
Robert Branche of the Branche Re-
search Group in Morrisville, Pa.,
noting that the industry still has a
lot of money invested at low inter-
est rates.

Interest rates are up "quite a
bit" since the beginning of the
year, and they will grow at a faster
pace, but insurers' bond portfolios
will be hurt by the rise in rates,
said Shearson Lehman's Mr. Wein-
hoff.

The higher interest rates will
help insurers, however, by ena-
bling them to put new funds into
higher-yielding securities, noted
Ms. Vogel.

Insurers are continuing to boost
reserves, observers say. Most corn-
panies took a percentage of their
fresh start benefit and put it into
loss reserves, which made these in-
surers' combined ratios a bit larger
than anticipated, said First Bos-
ton's Mr. Seifer.

Additions to reserves in the first
quarter were more modest, how-
ever, than fourth-quarter 1986 ad-
ditions, said Mr. Stradtner.

Companies did seem to add to
their reserves in the first quarter,
Shearson's Mr. Weinhoff agreed,
though he noted that the rise in in-
flation partially offsets any in-

crease in reserves.

Ms. Stewart also said last

month's California Superior Court
decision in asbestos coverage liti-
gation raises questions about the
adequacy of insurer reserves. The
decision said all insurers that
wrote liability insurance policies
for asbestos producers from the
time a person was exposed to as-
bestos through the time the victim
files a claim or dies were liable for
asbestos injury claims (Bl, June 1).
"l still believe the industry as a

whole is underreserved,"”" said lll's

NMr. NVioomey - |



Prod UCt ||ab| | |ty Republican members of the Com- was successful when Rep Richard- blocks ahead for fedeial Pl oduct move considered by some to be a
merce Committee suddenly seemed son, an Energy and Commerce liability legislation, which manu- standard delaying tactic

Contznued from page 3 to be a wasted effort Committee member, agreed to in- facturers and insurers say would But some observers say that even
past five years, and it iS time that But the despair began to weai off troduce and press for enactment of make the legal system faiier and a determined foe like Sen Hollings
the problem be addressed,” he after a December "phone-in" day product liability legislation more predictable can't stop a bill if it receives StiOng
added organized by the TPLA resulted in Indeed, while there is a percep- Even if the House were to pass a support early in the session
= Congressional support for more than 5,000 calls to House lion that little has happened In federal product liability bill this "If a bill has substantial support,
product liability legislation is win- members urging support of federal Congress on product liability legis- session-still considered a long- no one senator, except in the dying
ning bipailisan support product liability legislation lation since the elections, the real- shot-Sen Hollings could bottle up days of the session, can stop it,"
For example, the drive to pass Phone-in day' put product lia- ity iS quite different, lobbyists say the legislation in the Senate said Ms Spigelmyer, referring to
product liability legislation In the bility back on the radai screen of "Everything has been positive,’ In fact, Sen Hollings, using his the relative ease of filibustering
Energy and Commerce Committee members of the 100th Congress," notes Liberty Mahshigian, co- power as committee chairman, re- Despite this new-found opti-
is being led by Rep Bill Richard- said Mr Anderson of the wholesal- counsel for the TPLA and an asso- contly turned back a request from mism, lobbyists caution that en-
son, D-N M Rep Richardson, who ers association ciate with Crowell & Moring Sen Robert Kasten, R-Wis , to actment of federal product liabllity
introduced H R 1115 earlier this At the same time, business lob- "Hearings on the legislation have have the committee vote on prod- legislation still may take years
year (BIl, March 2), IS considered a byists began seeking House Demo- been proceeding," and the debate uct liability legislation Instead, "From the very beginning, we
liberal Democrat crats' leadeiship in backing plod- has not become partisan Sen Hollings indicated that the have said this will be a multiyear
By contrast, the previous unsuc- uct liability legislation That effoit Still, there are plenty of road- c(,mmittee could hold hearings, a effort,” observed Mr Anderson |
cessful battles for federal product
liability legislation, which were in
the Senate, have been exclusively
led by Republicans :
"The Democrats now are leading
the charge,” said NAM's Ms Spi-
gelmyer "That makes me much
more optimistic,” she said, noting
that the Demociats control both
the House and the Senate
- The business community,
which in previous years spent al-
most as much time squabbling
among itself as it did lobbying,
now is much more united
For example, the American Tort
Reform Assn , the Business ' = - -

Roundtable, the National Assn of
Manufacturers, the National Fed- 5.

eration of Independent Business,
the Coalition for Uniform Product

Liability Law, the Product Liabil- R Conselidot¢ A St#.tutery linancjol infermetion '-:
ity Alliance and the U S Chamber 19F

of Commerce all have banded to-

gether to form).a n.e.w oganiz.ation RLI Zneur#nOg OOmpOrly Bnd
-the Product Liability Coordinat- Mt, HaWIey MnSUr#nGe Compmly

ing Committee-to ensure more
business unanimity
= The business community's

greater re.ali.S.n'I abo.ut th.e scope of 51 *1 UTORY SU RPLUS COM _WM EP RATIO
product liability legislation - (QQO Olnltted)

While previous proposals consid-
ered by the Senate Commerce

Committee and embraced by busi- 0 1 986 *o *53063 1 986,,.84. 1
retoren o mow 1n e aror , 1985 *=.037,037 ,4.:i: 1905 -- 99.7 , cA
Lobiying groups now are can- L 4£. 1984 -- *16,739 *«390; 1984 *= 97.0

centrating on four maloi reforms

elimination of Joint and several 11- 1 983 - 61 2,230 ’% 1 4 9983 r- 94.9
ability, reduction of product liabil- S 1982 . 01 1 1 ,084 I ’ . ,R .. 1982 c-=- 991 5

ity awards by collateral sources,
establishing a fault-based stan- 5 YEAR

daid of liability, and establishing 41 «.- 2-: CQMBINP RATJ@; _=, 92’9

clear and stringent standards for
awarding punitive damages (1 982498®

In addition, business groups en-
dorse so-called "non-controver-

sial” items-such as making It

more dificult to aue wholesalers ji:;,1.2-, ASSETS ..it:.: LOSS RESERVJES
and retailers that do not manufac- 4 H#45. ' (000 enit* COOQ QmMms®
1

ture products-that were part of

S“’i”pC;'iabi'it‘é'egis'aﬁ‘m;assef ;' . 11986 1- 4$159,568 & 9,f : 0980 -: *40243

vom (et yoar (B, June 30, 1986) <- 21985 - 0110*993 . 11985 <:, 4227784
4 shorter Bl IS sasier for Gon” 1984 6- 048*7119 2 4:: 1984 - 0 9,150

giess to consider, but still can be

meaninglfful,"tshaidPVic;or ?T—hwball'ttz, 1 983_$ 35, 1 56 . 1 983 -m= $ 4985'_ 5 »
Alliance and a paitner with th; t, 1 982 - 0 36. 1 7 9 444 1982 - 4 46455 1 ,t b ’

Washington law firm of Crowell &
t a\

Moring a .
"The business community rea- — .

lized it could not seek everything

and still get a bill passed You

can't have 99 different defenses,"

NAM's Ms Spigelmyer said
The new optimism that product

liability 1 eform legislation is a

conglessional priority is in sharp

contiast to the gloom and doom

that swept the business community

following last November's congres-

sional elections, when Democrats D

regained control of the Senate - -
Democratic control of the Senate

catapulted Sen Ernest Hollings,

D-S C -widely considered Con-

gress' most outspoken opponent of - -

federal product liability legislation -—O . - -

-to the chairmanship of the Sen-

ate Commerce Committee - AN AN - - - = -
The Commerce Committee has

Jurisdiction over product liability

legislation in the Senate and, as

committee chairman, Sen Hollings

has the power to delay, and per-

haps kill, legislation he opposes
With Sen Hollings at the helm,

the decision of business groups-

ever since the drive to enact a fed-

eral product liability statute began

in 1981-to cultivate support from
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direction is the "executive in residence" program, designed man, John R Cox, chairman of ACE Insurance Co Ltd,
to bring students into contact with Industry executives Jacob B Underhill, president and chief administrative offi-
« Making an "all-out" effort to recruit top-quality faculty cer of New York Life Insurance Co , and Melvin B Bradshaw,
The term of both mortgages extends to the year 2002, when and staff chairman and CEO of Liberty Mutual Insurance Cos
a covenant in the deed to the college's land is set to expire, he = Continuing efforts to attract support from property/ca- It is unclear how many members will be on the college's
added, noting the covenant restricts use of the land to insti- Sualty insurers, while broadening the college's base of sup- board following the annual meeting
tutional purposes, and the value of the land IS expected to port among life insurers and financial services companies Nominations for new trustees include Thomas A Cook,
increase as the covenant's expiration date draws closer The college may be able to soften the impact of the next chairman and CEO of Cook & Miller International Ltd , Ro-
If the college has not repaid the second mortgage by 2002, insurance market cycle on its own revenues by diversifying bert Sanford, president of Smyth, Sanford & Gerard Inc,
it could either refinance again-possibly with the help of ItS curriculum to include a broader range of financial ser- Richard H Blum, president and CEO of Guy Carpenter &
additional gifts-or sell the property and lease back space or vices, said Linda H Lamel, the college's president Co, Richard E Meyer, executive vp of J&H, and Joseph
move to a new location, Mr Kline said » Reviewing the structure of the college, including its Fahys, president and CEO of the New York Insurance Ex-
College officials would not identify the companies or the board of trustees change
individual that provided gifts or the second mortgage Eight of the college's 30 trustees will retire on June 18 Incumbent members nominated for re-election include
However, Mr Kline said that M&M and "every other major Retiring are Jack R Manning, chairman and chief executive Kenneth C Nichols, president and CEO of Home Life Insur-
insurance broker" contributed, along with insurers based in of Columbian Mutual Life Insurance Co , John B Ricker Jr , ance Co , Maurice R Greenberg, president and CEO of
Hartford, Conn, Philadelphia, Massachusetts and California counselor with International Insurance Counselors; Robert F American International Group Inc , Robert F Corroon,
The college, Mr Kline said, is now focusing on four goals Froehlke, chairman of the Equitable Life Assurance Society chairman and CEO of Corroon & Black Corp , Philip Briggs,
 Making itself "first class in every way as a leading insur- of the United States, Edwin L Knetzger Jr , former president vice chairman of Metropolitan Life Insurance Co , and Edith
ance and financial education institution " One step in this of Johnson & Higgins, Richard | Purnell, former J&H chair- F Lichota, senior vp of Irving Trust Co -

College of Insurance

Continued from page 3

the *ofessionalmarketplace

RATES AND CLOSING TIME:

Rates: Display class¢ied is $86 25 per column inch, minimum of one inch. Straight classifted is Closing: Published every Monday. Con must be in typewrittenform by noon Tuesday, 6
$700 per line, minimum of 5 lines Count 34 characters per kne (include each space and days preceding publishing date. No verbal phone copy accepted. Prepayment required
punctuation as a character). Additional $13.00 charge for blind box ads. Only those responses for straight advertisements. Mail ads to Margaret Hikido, Classified Advenising, 740 N.
whtchijit into a business size envelope will befowarded. Responses arefowarded daily. Rush St., Chicago, IL. 60611. For more information call 312-649-5340.

BUSINESS EXCHANGE HELP WANTED HELP WANTED
MARKETING MANAGER

Insurance Sales Executive re-

PROGRAM BUSINESS INSURANCE VICE-PRESIDENT SALES RISK MANAGEMENT OFFICER Fora

. . i Brokers and Agents Iookin%f{)r an in- Large reional broker has outstanding City of Des Moines, lowa Plans and Concise
six)nsible for developing and ex- surance company to support their pro- opportunity for a proven large accounts implements city-wide Risk Manage-
ecuting a high quality marketing gram or association should contact-Box P&C grod icer Excellent compensa- ment program Reguwes bus , pub and

2134, Business Insurance, 740 Rush St, tion/benefit package plus owrlership adm, risk mgt, or closely related deg

Business Insurance

strategy for personal lines under- Chicago, IL 60611 We are a firm spe- may be earned Send your confidental with Master's preferred and 7 yrs exp Logical I 1
writing control systems for the In. cializing in program placement, (level- resume to Personnel, 2035 Powers in ris.cmat |pc|ugg19 gégs in J‘%képw CI rcu I ation
R opmerfit and control Ferry Rd , Marietta, GA 30067 capacitySalary 4 to ,671 Approach
surance industry Salary to Repl> to Personnel Dept, Rm 103, City .
$7OK + Confldentlal replies to AVAILABLE MARKETING REPRESENTATIVE Hall, E 1st & Locust, Des Moines, IA o *
Company executive experienced in Fortune 200 Co seeks experienced Pre- 5030; by July 10,1989 A
RICHARD TETSELL, Search Con- agency supervision, flefd operations mium Finance Rep to serve clients in Risk B rea kd own
sultant, 500 Sansome Street Ste and general management Seeking new majlor midwt markets Qualifications BUSINESS OPPORTUNITIES
. opportunity Excellent employment Insurance Premium Finance Services Management
505, San Francisco, CA 94111. record Well-known in industrv Loca- and Appro Bus Ed Send resume and

415-392-4000. tion open Reply to P O Boi 59322, Salary History to Box 2300, Business

Philadelphia, ISA, 19102-9322

WANTED

Insurance, 740 Rush St., Chicago, IL Medum size Midwestern agency look-
60611 ing to acquire property/casualty
agency in the following states AZ, GA,

GROUP INSURANCE MARKETING MANAGER REINSURANCE CASUALTY CLAIMS IE, IN, MI, OH, OK Are interested in
Small management firm in downtown finding agency with a heavy concentra-

Third Party Administrator for group benefits located in Hamp- Manhattan seeks person with 5-10 tion in transportat-on with volume
) . . years hea iy casualty claims experience range of $1 5-$5 million Please send
ton, NH is seeking a Group Insurance Marketing Manager

Recruiting

Commercial Consumers

Administrative

CEO's Presidents and Owners 2,426

Vice-presidents, General Managers
and Other Administrative Personnel

3,136

preferably in reinsurance to act as as- parficulars to Box 2303, Business In-

This person wil be resRonsibIe for overseeing the underwnting $40 35X EXcR1ERRSERefiTs SRR 686 FH28YG: 740 Rush St Chicago, IL Assodlates, Inc
of all new cases and the renewal of all sold cases This position tle or n travel Write Box,2301, Busl- New York, N'Y 10038

Financial

requires comprehensive knowledge of all aspects of group In- 11 60611-2590

surance including underwnting rules, excellent organizational,
analytical, mathematical and communication skills, and the abil-
tty to manage personnel and department operabons

Excellent company benehts

Please send letter of application, resume and salary require-

ments to
Employee Benefit Plan Administration, Inc
ATTN: Human Resources Department
P.O. Box 2000
Hampton, NH 03842

EOE

Risk

Management
Consultant

We are a leading insurance organization, located in Downtown
Chicago, seeking an individual who desires a challenging op-
portunity in the Risk Management Services Department
This individual will provide technical advice and consulting to
nsk management clients and prospects in all risk management
areas including

« Casualty and Property Loss Forecasting

- Retention Level Analyses

« Self-insurance Feasibility Studies

« Quantative Comparisons of Risk Financing
Alternatives

= Premium Allocations

« Personal Computer Applications For Clients
This ind,vidual should have a college degree with course em-
phasts in mathematics, actuanal science, finance or econom-
ics An advanced degree In Business Administration or Malhe-
matics Is desirable 8-10 years risk management experience
and a thorough understand,ng of the ent, re ,nsurance ,ndustry
are required Demonstrated oral and wntten communication
skills and knowledge of spreadsheet software are required
We offer a starting salary commensurate with experience, full
range of benefits and opportunities to advance Please forward
your confidential resume with salary history to

Box 2302
Business Insurance

740 Rush St.
Chicago, IL 60611-2540

equal opportunity employer m/1/h

CLAIMS ATTORNEY

Corporate Career Opportunity
We are Members Insurance Groip, a large single Interest
personal lines insurance company wlth headquarters located in
Dallas, Texas Continued growth has created the need for an
attorney to Join our Claims operation
This position will be responsible for litigation of property and
casualty claims and for assignment of claims activity to out-
side c'airns counsel
Successful candidates will possess a law degree (LLB AJO]
and a minimum of 3 years experience in the area of Personal
Lines insurance claims This should include actual courtroom
exposure
We offer competitive salary and an excellent benefits pack-
age which includes long-term investrnent oppo-tunities For

consideration submit resume with salary history ir confidence

Members®

o
Personnel Department
Members Insurance Group
P O Box 225147

Dallas. Texas 75265

DIRECTOROFS

CONTROL OPERATIONS

We are a nationwide service organization seeking an individual to handle
the loss control and safety activities of our multi million dollar hsted
AMEX company

Your responsibilities in this newly created position will include

= The direction of loss control and safety activities for
entire company,

= Consulting on loss control and risk management for new
lines of business,

- Design and implement loss control and safety training,

- Claims management and negotiation;

- Interface with clients and line personnel,

- Aet as an internal resource for loss control,

= Problem solving

Ideal candidate will have 5- 10 yrs experience in a loss control for m*tor
insurance carrier or broker BS required ARM or CSP a plus Travel re
quired Position highly visable to top management

Salary commensurate with experience Excellent benefits package -
medical, dental, optical, and auto

Send your resume with salary history to
VICE PRESIDENT-RISK MANAGEMENT
Resumes without salary history will not be considered

m

1430 Broadway, New York, NY 10018

International

Service System, Inc.

An Equal Opponurity Employer

— 1 &< v 7

(212) 227-8000 Chief Financial Officers and Vice-

presidents of Finance 2,683
Secretaries, Treasurers. controllers

and other Financial Personnel 4,888

Risk/Employee Benefits

Vice-presidents, directors, manag-
ers. and other related department

EDITOR
SR STAFF WRITER

NCCI, a dynamic insurance services or-

personnel of insurance, risk, em-
ployee benefits, personnel, com-
pensation, pension, safety, security,

ganization, is currently conducting a
industrial relations, human re-

search for a strong Public Relations

. o sources and employee/labor reta-
whnter to supervise publication of com-

. lions 8,144
pany newsletter, magazine and other
corporate PR prolects Journalism or Sub-total 21,277
related degree a plus and a minimum 5
Associations 506

years applicable experience required
. Government, Untons and Educa-
Insurance or financial background help-

at tionat Institutions 1,400

We are offenng a starting salary to low . -
ial
$30,000 and comprehensive benefits ommercial Consumers

For immediate consideration, please Sub-total 23,183
send writing or publication samples (not
returnable) plus resume to the Assistant
Director 01 Human Resources at NCCL

1 Penn Plaza, New York, NY 11019

Insurance Agents and Brokers 11,009
Insurance Companies 7,111
Financial Institutions 989

NCCI is an equal opportunity employer Actuaries, Attorneys, Adjusters, Ap-

M/F praisers and Consultants 5.560
Others Allied to the Field 1,442
TOTAL 49,294

National

Counc,1 * Source Business/Occupational

on Comoensabor breakdown of qualified circulation,

Insurance November 24, 1986 issue, as sub-

mitted to BPA for December 1986
BPA Publishers Statement

SR.STAFF CONSULTANT
INSURANCE AND RISK MANAGEMENT
SERVICES
We are a Midwest based, (lowa) multi-disciplinary consulting
practice seeking an addition to our insurance and risk manage-
ment consulting division The individual we seek will be de-
greed, have at least three years experience in commercial in-
surance as an underwriter or broker, and will demonstrate
current knowledge of market conditions Experience in risk
management and self insurance would be helpful, but not re-

quired Work toward a CPCU IS desired

The ideal candidate will be a self starter, demonstrate strong
communication skills, and be able to analyze complex issues
and discuss them in terms that others can understand
Relocation assistance will be provided along with a salary

based on your experience Please submit salary history, refer-

ences and resume to
Hamilton Associates
100 Court Avenue,Suite 306
Des Moines. IA 50309.
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Tort reform bi”S those children wait until the child was at Texas Comprehensive tort and insurance reform
least 8 years old before filing suit for an m- A spokeswoman for the State Board of In- measures enacted last year (Bl, Aug 18,
Continued from page 3 Jury surance explained that the exchange would 1986)
Although the legislation includes a June - In product liability cases, S B 380 be structured similar to exchanges estab- The bills signed would
30, 1993, sunset provision, Bradley L Kad- allows manufacturers, wholesalers and sell- lished in New York, lllinois and Florida - Restore mint and several liability for
ing, regional manager for the Alliance of ers two defenses based on the contributory She said the facility, if created, would defendants that acted in concert
American Insurers in Schaumburg, lll, said negligence of the user One defense is that write primarily reinsurance but would allow - Require that civil actions seeking

the law "emerges as a more significant piece the user discovered or should have disco- underwriters to eventually accept other $50,000 or less in damages be assigned by the
of legislation than many states have been vered the defect and used the product any- kinds of business The legislation does not court for mandatory arbitration as long as

able to pass in 1986-87 " way The other defense IS that the user mis- establish any timetable for the creation of they are not brought in county courts, small
The mal]or provisions of the new law used the product, which caused the inlury such an exchange claims courts or involve indigent parties
« Require that plaintiffs provide clear However, there may be constitutional Other insurance measures contained in the - Require that plaintiffs’ attorneys suing

and convincing evidence that shows a defen- challenges to the reforms passed in Montana, legislation professionals submit an expert's certificate

dant is guilty of "oppression, fraud and mal- said Mr Lopach, pointing to an article in the - Call for liability insurers to provide a of review that the claim is justified

ice, actual or presumed" before a court can Montana Constitution stating that every 60-day notice before cancellation or non-re- - Permit Judges to award attorneys' fees

award punitive damages person is entitled to "full legal redress" in newal of coverage to defendants when wrongful death or injury
= Abolish Joint and several liability for tort cases - Subject insurers to increased disclosure cases are dismissed before trial

both economic and non-economic damages, In addition, an amendment to the consti- of financial data, including information on - Allow shareholders or members to

unless defendants acted in concert tution passed earlier this year allowing the claims and reserves limit the liability of directors and officers of
Previously, a defendant that was unrelated Legislature to enact tort reforms was struck - Allow non-profit organizations to cre- for profit companies, not-for-profit organi-

to other defendants could have been forced down by the state Supreme Court in late ate pools to insure liability risks zations and state banks, unless their actions

to pay all of a judgment for which it was May, after the legislative session ended April - Create a public counsel office to repre- are willful and wanton

only partially liable if the co-defendants 15 sent policyholders in disputes and rate hear- The Colorado Legislature also passed sev-

could not pay their share Mr Lopach added that a Supreme Court ings before the State Board of Insurance eral insurance reform measures Those re-
* Prohibit plaintiffs’' attorneys seeking ruling on the tort reforms is expected some- Kansas forms

more than $50,000 in non-economic damages time this summer - Shorten from 90 days to 45 days the

from specifying a specific amount Texas Kansas Gov Mike Hayden has signed into notice an insurer must give a commercial
« Allow economic damage awards to be law several tort reform measures that, policyholder if the insurer intends to cancel

reduced by payments from collateral In a special session last week called by among other things, cap punitive damages or not renew the policy

sources Gov Clements, the Texas Legislature passed and pain and suffering awards and offer cer- O Allow an insurer, sub]ect to the com-
* Require Juries awarding damages to a package of insurance and tort reform mea- tain groups or individuals immunity from 11- missioner of insurance's approval, to charge

specify the amount of damages awarded in sures that mclude changes in the doctrine of ability a claims-made policyholder seeking an ex-

each of three categories non-economic dam- Joint and several liability and authorize the The malor bills, which go into effect July tended reporting period more than 200% of

ages, past economic damages and future eco- creation of an insurance exchange in Texas 1, include the expiring policy premium The insurer

nomic damages Gov Clements is expected to sign the re- < H B 2025, under which a plaintiff seek- must submit a qualified actuary's opinion
+ Codify existing case law by clarifying forms ing punitive damages must prove by clear supporting a larger premium

that pure comparative negligence standards While the new law includes some of the and convincing evidence in the initial phase - Exempt surplus lines insurers from

apply only to product liability and other ac- more than 50 recommendations made by the of the trial that the defendant acted with provisions adopted last year that require in-
tions for which persons and companies are House-Senate Joint Committee earlier this willful or wanton conduct, or with fraud or surers to submit claims-made policy forms to

strictly liable year, several were killed during months of malice the commissioner of insurance for prior ap-
In all other cases, modified comparative haggling among legislators The committee A separate proceeding must be held to de- proval

negligence standards apply, so plaintiffs had been charged by the state's lieutenant termine the amount of the punitive award - Allow a Judge to inform a Jury that an

more than 50% liable for damages cannot governor and house speaker in 1986 to study Punitive damage awards cannot exceed the insurer's duty to deal fairly and in good faith

collect damages the impact of the "tort recovery process on lesser of $5 million or the defendant's annual with claimants is breached if payment IS de-
= Prohibits an adult passenger in a car the insurance industry” (Bl, Feb 9) gross income, based upon the highest an- layed without reason

driven by an intoxicated person from suing . For a plaintiff to prove bad faith against a

under the state's new dramshop law, unless third party's liability insurer, he need only

the passenger was intoxicated or incompe- There may be constitutional challenges to the reforms passed in prove that the insurer was negligent In liti-

tent at that time gation between a plaintiff and its insurer,

Montana, said Denis Lopach, chairman of the tort reform

Montana the plaintiff must prove that the delay or de-
committee of the Montana Liability Coalition, pointing to an mal of the payment was unreasonable and
Montana's tort reform legislation, which, that the insurer was reckless
among other things, significantly limits pu- article in the Montana Constitution stating that every person is Utah
nitive damages and Joint and several liabil- entitled to 'full Iegal redress' in tort cases. a
ity, is "a very good package of reforms," said Utah now limits the liability of corporate
Blair Childs, executive director of the directors and, officers at non-profit organi-
American Tort Reform Assn in Washington, zations
bc Like lawmakers in North Dakota and Col- nual gross income during any one of the five The law, which took effect last month, is
The reforms have been signed into law by orado, the Texas Legislature passed tort re- years immediately preceding the action patterned after Delaware's much-touted
Gov Ted Schwinden form that would require claimants to prove But, the court can award up to 142 times directors' liability statute It applies only to-
Under H B 442, punitive damages in tort fraud, malice or gross negligence to col- the cap if it finds that the profitability of the shareholder actions, not third-party law-
cases are limited to only those cases in which lect punitive damages defendant's misconduct exceeds the cap sults
defendants acted with "actual fraud or ac- The new law also would cap punitive dam- - H B 2472, which caps pain and suf- Directors are immune from liability except

tual malice ”

age awards at four times the amount of ac- fering awards at $250,000 from all defen- in cases of fraud, illegal activity or activities
A provision in the bill requiring a ludge to tual damage awards or $200,000, whichever dants except for medical malpractice claims, unot in the best interests in the corporation,"

review every punitive damage award set by a ts greater which are addressed under existing law explained Sen K S Cornaby, R-Salt Lake

Jury against a set of objective standards The law says that punitive damages will Kansas already caps non-economic dam- City, who sponsored the bill

should "increase the rationality of awards," not be assessed against drug manufacturers age awards in wrongful death cases at

said Denis Lopach, chairman of the tort re- or sellers in cases that involve a product that $100,000

Minnesota

form committee of the Montana Liability was manufactured and labeled according to < H B 2021, which requires itemized Jury An omnibus insurance bill that will in-
Coalition federal standards verdicts for personal injury and wrongful crease regulation of insurers and mandate
Under S B 51, any defendant whose negh- Legislators somewhat limited ]J01nt and death awards certain employee benefit coverages was
gence is determined to be 50% or less of the several liability so that a defendant can be The bill also requires periodic payment of signed by Gov Perpich last week
combined negligence of all parties in a suit liable for payment of an entire award only if damage awards for future economic losses- The bill included 132 sections of new legis-
will be liable only for its percentage of the ItS percentage of responsibility is greater such as lost wages or future medical care-in lation and clarifications of existing legisla-
dannages than 20% of the total damages and is greater medical malpractice actions tion (BI, April 20) The effective dates vary
Defendants determined to be more than than the responsibility of the plaintiff A de- -HB 2023, which provides immunity Among the maljor provisions in the bill is a
50% liable can be held jointly and severally fendant also may be ordered to pay an entire from liability for members of governing use-and-file insurance rating system, which
liable award if the plaintiff has no responsibility bodies of municipalities and members of ap- requires insurers to file rate increases of 25%
The Legislature also passed several other for the damages and the defendant is more pointed municipal boards, commissions and or more with the commissioner of commerce,
tort reform measures than 10% responsible committees who act without fraud or malice who oversees insurance matters However,
- Under H B 567, courts may consider In addition, defendants can be held re- The bill grants immunity from any claim insurers can charge the increased rate unless

collateral sources of monetary awards, such sponsible for entire awards if co-defendants that arises out of performance of community the commissioner determines within 60 days
as workers compensation or health insur- are unable to pay their share of damages in service other than damages resulting from it is excessive
ance, to reduce compensatory awards in ac- cases involving personal injury, property operation of a motor vehicle The bill also requires that group health
tions arising from bodily injury or death darnage or death caused by hazardous sub- The bill also authorizes municipalities to insurance plans cover treatments for disor-
- S B 49 exempts officers, directors, em- stances reimburse employees for attorneys' fees and ders of the jaw, employers with self-insured
ployees and volunteers of non-profit cor- The legislation also recodified Texas law other costs of defending punitive damage health plans that purchase stop-loss insur-
porations from liability in civil cases except that allows a plaintiff to collect damages claims, if the employee's action was in the ance to annually file a surety bond or securi-
when the court finds that they acted to in- when negligence is proved in cases of per- scope of employment, if the employee acted ties with the commissioner, the state prop-
tentionally commit a tort or an illegal ac- sonal inJury, property damage or death only in good faith and without actual fraud or erty/casualty guaranty fund to provide
tion if the plaintiff's responsibility is less than or malice claims-made tail coverage if it was not is-
- H B 167, which applies to only parties equal to 50% The measure also would apply - H B 2024, which clarifies that the sued to policyholders before an insurer be-
in a contract, eliminates non-economic dam- to cases involving negligence by providers of state's comparative negligence law applies to comes insolvent, commercial property and
ages for items such as emotional and men- professional services, like architects, attor- economic losses as well as death, personal homeowners replacement value property po-

tal distress neys and accountants, in cases other than injury or property damage licies cover replacement or repairs up to
= Periodic payments for damages of personal injury, property damage or death -SB 25, which provides conditional Im- state minimum code requirements at the
$50,000 or more in actions for personal in- In strict tort liability, strict product liabil- munity from civil damages for certified pub- time of loss
Jury, property damage or wrongful death are 1ty or breach of warranty cases, the claimant lic accountants because of acts, omissions, Two controversial provisions were deleted
allowed under S B 48 could recover only if he iS less than 60% decisions or other conduct in the rendering in the final bill One would have given the
- Under S B 375, only one personal rep- responsible for damages of professional services commissioner discretionary authority over
resentative of a deceased in a wrongful death In addition, plaintiffs that file frivolous Colorado surplus lines rates and forms, and the other
case can file a suit suits would be required to pay "reasonable would have required all benefit plans cover-
= A bill modifying the statute of limita- costs” incurred by defendants Gov Roy Romer has signed nearly a dozen ing Minnesota residents to meet all of Min-
tions for minors in medical malpractice But Texas legislators failed to agree on a tort and insurance reform bills mto law- nesota's minimum benefit requirements
suits, H B 344, allows malpractice suits to limit on non-economic damage awards and and vetoed one--passed during the ongoing
be filed any time after the injury of a child 4 did not act to limit plaintiffs' attorneys' fees legislative session Contnbuting to this report were Associate
years old or younger Texas lawmakers also passed several in- Most of the bills go into effect July 1 A Editors Donna D:Blase, Michael Bradford,

Previously, the statute of limitations in the surance-related proposals One of these per- few of the bills are designed to modify or Meg Fletcher, Deborah Shalowitz and Steve
state required that parents or guardians of mits creation of an insurance exchange in otherwise correct perceived errors in more Taravella



. take a whole new lawsuit " Further, Mr Kilberg says, the appellate court
Premium tax In reaching its decision, the 9th Circuit re- ignored a recent U S Supreme Court decision in

Continued from page 1 versed the decision of the U S District Court for Pilot Life Insurance Co vs Dedeaux that he

Equal eral Motors Eorp In the case "It's a pot of gold the C%ntral '3”.'9 o[]Cﬂg?gRa The lower safyg&nglcates that the insurance savings clause

L. for them * court had ruled that the pre-emption o ISA 15 to be construed as a narrow excep-
Opportunities

A petition for a rehearing of the case, General clause prevents states from regulating or taxing tion to the pre-emption Iangu?tge of the law
Motors Corp vs the California State Board of self-funded employee benefit plans, which aIIGBenlj]amm\X/V oI%¥ a parfher V\gth Shea &
; ardner in Washington, ich file

ach weekly issye o qyalization, is\nqw pefore the 9th \J S Circuit.under the pyrview of the federal Jaw C oy < \ . an amicus
USiness insurance aives Gourtof Appeals B atomays ramiiar with. The annelfale court Aqreed with the. district curiae brief on hehalf of National Rai
Sishes e e Cor AR T S s i e e e

. 1t (e appgl
to reach and motivhte pT/I RISA pre-emption clause applies

me Cour o . plans, the E ) ] . . ween reg-

g Co "Neanwhile, the.California Board of Equaliza- But, the appgllate court said the insur ce savs ulation of jnsurance pn the one hand 3 Xaz

Bl's more than 133,000 tion is takmg an aB%%resswe stance 10 owmgC}He INgs c,fause 6Fthe act Dreserves the state's naht fon on the other ,Mr ROl S ot

L . decision Board officials say that by late’summeY to impose the tax because it is levied on insurers these terms are used in the McCarran-Ferguson

purchasing influentials  they will begin action to collect the past due oﬁerlng_l_these plans, not on the plans them- Act, and only one is used in ERISA Taxation of

.. . top administrative taxés from both employers with minimum pre- selves-The tax'IS intimately associated with insurance was not saved tgl the savings clause in

. ) : mium plans and self-funding employers that buy the business of insurance," the court said e v L oley contenC o S concemned. |

and financial executives, any, stop-loss, insurance "The Supreme Court has repeatedly empha- ' ) ) ’

risk managers, employee _n'i‘he oard's au?honty to tax health care bene- sized the broad scope of the (ERI A{ pre-emp- don't believe the court fairly addressed that

) ’ y fit payments made under a minimum premijum tion clause," the appellate court wrote "The question," he says "l think the court's conclu-

benefits managers and %Ialr]fwas fII'SSt upheldcl:)y art1_98|6I dte0|3|%? of tLh]g ?oudrt's br?ad realdlgg ?r]: t??hprcta-emPtlon clause 5|o|n is e_rrcgrr]neous, and IIS unslgpporte_dl b¥1any

alifornia Supreme Court in Metropohtan Life leads us to conclude that the tax at issue 're- apalysis in the opinion | would certainly hope

the agents ahd brokers |isurance Co%s the State Board OprquaIiza— Iateﬁ) to' benefit plans," the court added n y. "'l' c Wetors pgﬂ'or}/f"r =
who serve their needs. tion, which is referred to as the Minimet case owever, the court said, the second step in the hearing ] )

California's highest court held in that case pre-emption analysis involves the insurance Attorneys and benefit experts disagree over

When you want to reach  that under a minimum premium plan, the bene- savings clause of ERISA, which must be con- whether the court was refernng to only mini-

i ) fit payments made by a plan sponsor were ac- strued broadly and with due regard for the mum _remlum-t¥3pe benefit pIan; or whether [tS

your prime audience, the tually. premiums for the purpose of taxation states’ powers in the field of insurance ruling is to apply to all beneit plans that in-
(I\)(lnlmum premium plans vary widely but "Such a construction will undoubtedly return clude any t ﬁ/le of insurance covera

e
generally require the employer zo pay a fixed to the states much of the authority the pre-emp- Laird M Post, a consultant W|£t;h The Wyatt

minimum premium to the insurer to cover the tion clause has taken away," the appellate court Co and arLexdpert on erxibIgf benefits, says he
elieves the decision only a

ingurefis administrati e n and fit wrot ' ' ' ' n v ects minimum pre-

PUBLISHING CLOSING Genef3ily this"premium 13" 1% ftAe &m-"TRe ot said the insurance savings clause mium plans, "which look a lot like self-funded

DATES DATES ployer's expected claims under the plan Above must be construed to cover taxation of insur- arrangements but are really fully insured ar-
that minimum premium the employer is respon- ance, -for the tax is intimately associated with ranqeé’g%qt "

S
ible for. ; 2 il th i in.the th f fi " ) . see any argument put forth in this
Jun 1 May 19 aggregate reach a trigger pomnt Beyond that Turming &oft 1€ 15stie of Now the tax s Calcu- decision that it could arguably Include self-

e-“court grants General

Business Insurance

audience is unequalled!

point, the insurer is responsible far all claims . lated, the court said that while the tax is based funged 'plansl," r Post
Jun O -4Viay 27 In comparison, under selff-?undecf {)Tan.wnh on the benefits paid under the plan, "this refer- "If It'S going to be construed to Include all
stop-loss insurance, the employer is responsible ence, which 15 used to measure the cost of insur- self-funded plans, that would be saying a self-
Jun 15 Jun ©O for claims payments until lossés exceed a trig- ance provided accurately, does not depnve the funded plgn_ is an insurance company,” Mr Post
. . e . says, adding that specifically prohibits
ger, either per claim under specific stop-loss in- - -
Jun 22 Junmn © surance or in total under aggregate stop-loss in- 1 states from deeming ERISA benefit plans to be
surance ) 'We believe there is a insurance companies . .
Jun 29 Junm 17 Following the California Supreme Court's L . . But most of the attorneys lnvolved. Wli.:h' the
1982 decision, attorneys warned that the court distinction between regulation GM case say that for the purposes of this litiga-
Jul S Jun 24 had looked beyond the label applied to the plan, of insurance on the one hand tion, they s_ee little difference between a mini-
in this ¢ a i,minimum premium plan,” an mum premium plan and a self-funded plan that
Jut 13 Jun 30 raached 1S decision based upon the actual facts and taxation on the other,' says involves the I[?1ur%has.e of stop-loss coverage fo
Jul and characteristics of the plan attornev Beniamin Bole pay clai s't at m the agg egate or individually
Jul 20 “ These attorneys predicted that the State Y ) Y- exl‘\:/lees_lig'ven tr'gﬁ?rtpﬁ'n; | d
Jul 27 Jul 15 Board of Equalization would take a broad view A th rrrberg faﬁ ba the 13s aways a_ssumed
of the decision and begin seeking premium taxes tax of the protection of the saving clause for the sel?fﬁisdeinagpg:ns \c/)vitr('n) Stcr)r;lr;lon;grir:]g{ﬁ;nnlg;n o
Aug 3 Jul 22 on a wide rﬁ&g@ tPJQ)@E‘I%mediately began sending incidence of the tax remains on the insurer, not Mr Kilberg notes that the court cited both the
AU 10 Jul 28 tax bills to insurers offering minimum premium the plans " . Moore and Pacyga cases, which involved self-
g and stop-loss insurance benefit plans in Callfor- Finally, the court said that the deemer clause funded Iplans that e/urchase st_og-loss coverage
im of ERISA, which provides that benefit plans Mr Boley says that while there are niany
Aug 17 Aug 5

Most insurers declined to pay the tax and shall not be deemed to be an insurance company, variations on minjmum gtrerrllium glans and
Ica

. " . . . stop-loss policies, "In pra effect they are
Aug 24 Aug 12 filed petltloggafrga[ £§9F¢\§%M‘&Qﬁé’% H&?c%%%srﬂgtcéﬂf?%ﬂ‘tﬁet% at issue in the case "is the spame tﬁing seIf—inspurance uptoa trigger

Aug 31 Aug 18 under the purview of the Minimet decision and imposed on Insyrance companies not benefit point. and tqQaltnpsg.@nce company pays claims

asking for a hearing before the board may affect benefit plans, e are above n

Sep 7 Aug 26 These petitions were held in abeyance pending not determinative,” the court concluded ~ However, Mr Boley says that because the de-
) the outcome oNhe Genﬁald\/l(?tors case, in ‘?he urt said, that tt}e \J S Suprem@ Court's Clsion I%not explicit about wl‘P]ch t%/pes fpilfns
Sep 14 Sep 2 which GM and the American National Red Cross decision in Metropolitan Lite Insurance Co us fall under the tax, he expects that If the Califor-
. were fighting the state's authority to tax their Massachusetts "left intact a mandated benefit nia Board of Equalization applies the tax to
Sep 21 Sep 9 minimum premium plans through their insurers law that had si qlflc nt effects on,Massath- self-fqued 9Ians tha bu¥ Sl]?B-kI),SS insurance,
Their case began Oct 20, 1983 setts®lans In doing so, It indicated that state "In my View the matter will be litigated )
Sep 28 Sep 15 GM and Red Cross alleged that the Employee laws affecting benefit plans may escape pre- Ifthere is no insurance affecting the .benefit
Rehie ent kncomei %ecu |t\6Act pre-emepts all ﬁ1mp%|on if, they falll dlrecw on |nsurﬂn e com.—npl? and no ru%ht of a cqver, cimdm ual }o 0
Oct 5 Sep 23 state laws that regulate or tax self-funded em- pani€s, as the tax at issue does," the appellate agairist the insurer and we're talking apout ai;-
ployee benefit plans court concluded gregate losses, not individual losses, if that's tHe
Oct 12 Sep 30 The 9th Circuit disagreed Attorneys for General Motors contend the arrangement, | would like to think that is sub-
_ Attorneys and benefit experts disagree on the court misread key provisions of ERISA, misin- stantially different" from the plan at issue in the
Oct 19 Oct 7 impact of the appellate court's decision, but terpreted several previous ERISA cases decided GM case, says Jack B Helitzer, vp of govern-
most say the opinion fails to resolve the key by the 9th Circuit and ignored a recent related ment affairs for Metropolitan Life Insurance Co
Oct 26 Oct 13 question of exactly what types of health benefit decjsion by the U S Supreme Court o But when you start getting things that bear a
; ; Mr Kilberg says the appellate court decision resemblance to minimum premium plans, it's

plans fall under, the California tax law ) : > . . >y
Nowv =2 ©ct 20 The plan at issue in the General Motors law- IS m conflict with Moore us Provzdent Life & not all that clear which way it (the decision)

o -5 suit was a minimum premium plan, but officials Accident Insurance Co and United Foods and goes." he adds . o
Nov 9 ct with the Board of Equalization say they see the Commercial Workers us Pacyga, two ERISA r Helitzer says Metropolitan IS satisfied

Nov 16 Nov 3 decision as applying to most self-funded health cases dggided by the, 9t Girghitdn 1988 urt m the fthat the decision does not apply to totally self-

benefit: plans involving any insurance policy : unded plans where the insurer is providing
Nov 16 Nov 3 "From my reading of the case, It looks pretty GM case referenced Moore and Pacyga, it drew pure administrative services
far-reaching Based on m% eX{)erience, it would the wrong conclusions But he says that with other types of arrange-
ou

Nov 23 Nov 11 robably apply to lust a all the (plans) Both cases hold that when a benefit plan pur- ments, "You've got to be careful not to be con-
've seen," says E L Sorensen Jr, senior staff chases insurance triggered only when a specified fused bY a label Calling @ minimum premium
Nov 30 Nov 18 i()atfiiel to the California State Board of Equal agglraengatheeaprlr;%ugtugz g ea\|trpesapea:jsal)se§r1s gl?ﬁ L L}/r ége plar}fsttr(])g loss isn't oing Sotrgeé%lf_ggnsdagg blans
Dec 7 Nov 25 Those plans that are totally self-funded can- employee benefit plan and maly not be regu- that buy stop-loss insurance, "It will have a
not be taxed. Mr Sorensen savs lated either directly or indirectly by the state substantial effect upon the way in which
Dec 14 Dec = But, Mr. Sorensen adds, fhe board will con- since these plans are regulated exclusively by ERISA-covered plans will be funded," says Mr

| . 1ded
sider every petition for re-determination on a ERISA, according to Mr Kilberg Boley He and Mr Kilberg maintain that em-
Dec 21 Dec 8 case-by-case basis The 9th Circuit's ruling in the GM case ployers that can afford to likely will shift to

uch a broad interpretation, attorneys say, "points to no factual distinction between the in- fully self-funded plans with no insurance to

Dec 28 Dec 16 likely will result in more litigation as insurers surance relationships in the three cases," Mr avoid the premium tax .
resist state efforts to impose the premium tax on Kilberg says in GM's petition for rehearing, -yet Mr Pbst, who sees the decision as only apply-
. various plan funding mechanisms that involve the panel finds that 'the benefits paid be/ the ing to minimum premium plans, says he expects
b u SI n eSS an insurance policy plans' can be used 'to measure the cost of insuf- the GM case to have "no major impact” on the
- Larry J Tucker, a consultant with Hewitt As- ance provided accurately ' " way benefit plans are funded o
- sociates in Santa Ana, says the suit "clearly ap- "But how can uninsured benefits reflect the If the decision applies only to minimum pre-
iNnNsurance

plies to minimum premium plans | don't think it cost of insurance?" Mr Kilburg asks in the peti- mium plans, the impact on future costs could be
applies to fully self-insured plans because there tion "Either the panel is finding that GMC minimal, observers point out

New York. (212)210-0133 isn't any (insurance) premium involved and the Red Cross plans are fully insured, in  Most large employers already have switched
Chicago: (312)649-5275 "The ones in between are in a gray area," Mr direct contradiction of Moore and Pacyga, or it to self-funded plans with stop-loss coverage,
Los Angeles (213)651-3710 Tucker continues, referring to "those that are 15 deeming the uninsured benefits to be in- while the 2 35% premium tax imposed on

self-funded but have (stop-loss coverage) | sured benefits, in direct contradiction of the smaller emPoners that bux minimum premium
wouldn't be surprised, frankly, if that would 'deemer clause' and Pacyga," he concludes plans wlil not increase the cost of the plans |



However, attorneys for insurers do not agree with
these analyses, conten(ling that the decision will be
largely confined to asbestos

GAF officials and attorneys would not disclose how An attorney for AIG believes that Judge Brown
much coverage the company would obtain from its in- sought to limit the decision to facts concerning as-
surers under the decision However, the company has bestos-related diseases "That's important,” said Jef-
at least $65 million to $75 million in coverage from its frey Carlisle, with the Los Angeles firm of Lynberg &
insurers Watkins "I don't think it is transferable "

Under the decision, Armstrong will be able to re- "We don't view this as a sweeping decision," noted
cover in excess of $165 million, said attorney John David M Cain, associate counsel for Travelers, which
Heintz with the Washington, DC, firm of Popham, is litigating with Armstrong
Haik, Schnobrick & Kaufman Mr Cain also claims that Judge Brown's reasoning

Fibreboard, in addition to being able to recover $45 that coverage is triggered upon "injury" favors the
million in excess insurance, also can take advantage of insurance industry's position in certain coverage dis-
policies written in the 1950s that had no aggregates putes involving asbestos and other toxic substances
The insurers that wrote these policies-Pacific Indem- It leaves open that courts won't find any inluries or
nity Co and Continental Casualty Co , a CNA Finan- damages for hazardous waste or asbestos property
cial Corp unit-are on the hook forever if claims fall damage," Mr Cain said "l don't see any negative in
within the coverage period, said Tom Freeman, a Fi- this decision for other insurance coverage disputes "
breboard attorney with the San Francisco firm of Bro- Mr Cain added that Travelers considered the duty to
beck, Phleger & Harrison defend under pre-1966 policies the potentially most

Another producer involved in the litigation, Nicolet COStly issue
Inc, settled prior to the litigation with all of ItS "Travelers generally feels that It IS a favorable deci-
insurers Nicolet also has announced it now has no sion on those issues that impact on Travelers cover-
more insurance to pay asbestos claims age," he said "In our view, It has a limited financial

In addition, Manville Corp , the largest asbestos pro_ impact "
ducer in the litigation, previously settled with more "Policyholders will still have to prove in a given
than two dozen of its insurers and with its former bro- toxic tort case precisely when the inlury occurs," said
ker, Marsh & McLennan Inc (Bl, Nov 3,1986) Robert Muhlbach, an attorney for CNA with the firm

The insurers directly affected by the decision are of Kirtland & Packard in Los Angeles
several American International Group Inc and CNA Policyholders also believe that the decision will sup-
Financial Corp units, Commercial Union Insurance Port their bad-faith claims against some of the in-
Co, Prudential Reinsurance Co, Employers Reinsur- surers in the litigation because Judge Brown relied on
ance Corp, Great American Insurance Co, Travelers the "plain meaning" of the policies and found that the
Corp , and Pacific Indemnity Co of Los Angeles, Policies were unambiguous and because he explicitly
which is part of the Chubb Group re]ected the exposure and manifestation theories of

Mission Insurance Co and St Helen's Insurance Co coverage
Ltd also are involved, but both are insolvent "This gives the industry enormous punitive damage

None of these insurers are members of the Asbestos vulnerability," Mr Sayler says
Claims Facility established under the Wellington "l think It might well be helpful,"” Mr Steuber
Agreement, which settled insurance coverage disputes agreed
between member insurers and asbestos producers However, insurers also disagree on this point
GAF, Fibreboard and Armstrong are members of the "l don't think his decision alters or affects the merit
facility of any punitive damage claim against Travelers," Mr

However, many insurers that have settled coverage Cain said "l don't believe there is any merit to any
disputes with policyholders re- punitive damage claim "
main in the litigation because Another attorney for insurers
they are bringing or face cross- said that if the decision is up-
claims with other insurance com- held, It would hurt policyholders
policyholders have been in the long run

Evidence was introduced that a

Asbestos decision

Continued from page 2

'It reaffirms the position

panies that are not members of
the facility

Last week, attorneys for poli-
cyholders said the decision was
extremely significant for policy-
holders involved in other as-

advocating around the o
broad decision would be "eco-

nomically irrational” and would
lead to choking off underwriting
capacity and an escalation of
bestos litigation and other toxic - premiums for occurrence poli-
tort litigation cles, said Fred Gregory, who rep-
"l think it is a malor decision,"” said David Steuber, resents Aetna Casualty & Surety Co and certain
who represents GAF and Nicolet Lloyd's of London underwriters and other London
Mr Steuber of the Los Angeles firm of Paul, Hast- insurers in the litigation
ings, Janofsky & Walker said that the ruling is very The ruling also will discourage insurers from using
important because the insurers had set the stage and occurrence policies, unless they have many exclusions,
sought a major decision that could be applied in- hastening the move toward use of the claims-made
dustrywide policy, added Mr Gregory, who IS with the Los An-
In addition, Mr Steuber and others pointed out that geles firm of Gibson, Dunn & Crutcher
the decision stems from the most extensive record ever "l don't think too many people should be dancing in
developed in a coverage dispute case, which they say the streets over this one," he said
will affect decisions returned by other courts even However, Mr Gregory added that he thinks the de-
though it is not binding on other courts cision "will serve to support the asbestos claims facil-
The record developed for the trial includes extensive ity " Because it is similar to the terms of the Welling-
medical evidence on the nature of asbestos-related ton agreement, it should help resolve disputes between
diseases, testimony and documents concerning the his- insurers and reinsurers over payment of reinsurance
tory of the drafting of the comprehensive general lia- claims for asbestos mluries that are settled by the fa-
bility policy, and investigation into past conduct and cility, Mr Gregory said
practices of insurers and policyholders While some reinsurers have contended that pay-
"It is a wonderful decision," said Jerold Oshinsky, ments by the facility under the broad coverage it
who represented Keene Corp in the landmark Keene provides were overly generous, "this decision will
Corp us Insurance Corp of North America case in show them it was not," he said
1981 before the District of Columbia Circuit Court of Another Iawyer said that while the decision benefits
Appeals The Keene decision was the first to grant Wellington insurers on the trigger of coverage issue, it
broad coverage for asbestos producers does not benefit them on the duty to defend issue,
"It reaffirms the position policyholders have been which is broader under Wellington than under Judge
advocating around the country and IS based upon the Brown's decision
most exhaustive analysis any Judge has undertaken on While many policyholders praise the decision, not all
the issue,” said Mr Oshinsky, who is with the firm of think it is entirely favorable
Anderson, Baker, Kill & Olick in Washington, D C "l probab|y will not be US|ng It," says Frank Heap‘
Policyholders' attorneys also believe that the decl- who represents Raymark Corp in its battle with its
sion will be of great value in other asbestos and insurers over coverage for asbestos claims
toxic tort Insurance coverage cases Mr Heap, who is with the Chicago firm of Bell, Boyd
"A lot of the opinion is transferable," said Robert & Lloyd, said that the decision 13 favorable to policy-
Sayler, who represents Armstrong and is with the holders on the trigger of coverage issue
firm of Covington & Burling in Washington, D C "It is But he labeled as unfavorable Judge Brown's rulings
our belief that this decision has enormous significance that insurers have no duty to defend policyholders of
for pollution cases " pre-1966 policies that have exhausted their policy
While Judge Brown relied in part on the medical limits and that excess insurers do not have to drop
aspects of asbestos for his decision, his broad inter- down and provide coverage when the primary insur-
pretations on the meaning of the comprehensive gen- er is insolvent or refuses to pay
eral liability policy will assist policyholders in other "It has some good aspects," Mr Heap said of the
disputes with insurers, Mr Sayler predicted decision "But it has some very serious drawbacks "
"The industry's defenses to coverage have been Raymark is awaiting a coverage decision from the
heard completely,” he added "They advanced every lllinois Supreme Court, which could come this month
defense that they had For these reasons, It W111 have But, Peter J Kalis, an attorney representing policy-
very considerable teaching force to the industry and holders with coverage disputes over asbestos and other
enormous teaching force for other courts " toxic substance claims with the Pittsburgh firm of
Mr Sayler said the decision also supports policy- Kirkpatrick & Lockhart, said of Judge Brown's deci-
holders' arguments for broad coverage to pay school sion "l think it will be of profound significance "
districts and local governments that have sued to re- A spokesman for AlG said the insurer was "assessing
cover the cost of removing asbestos found in buildings the impact" of the case and had no statement while
"l think it opens the door to very broad coverage in CNA said it was not prepared to comment yet
the building cases," said Mr Steuber Commercial Union also had no comment

country,' says
Mr. Oshinsky.

update

Court upholds severance pay

Contznued from page 2
and by the National Labor Relations Act However, the court ruled
5-4 that the Maine statute is not pre-empted by ERISA because the
statute does not relate to an employee benefit plan
ERISA's pre-emption provision does not refer to state laws re-

lating to 'employee benefits,' but to state laws relating to 'employee
benefit plans,' " wrote Justice William Brennan The Maine law
requires employers to pay a one-time payment to employees not
covered by an expressed contract in the event of a plant closing

The case, Fort Hal:fax Pack:ng Co Inc us Coyne, Director, Bu-
reau of Labor Standards of Mame, et at, stemmed from a suit filed
by workers who did not receive severance benefits when they were
laid off by the company in 1981 The state's director of the Bureau
of Labor Standards then began an action that superseded the work-
ers' suit to enforce the provisions of the Maine law

lllinois to study St. Paul hike

CHICAGO-The lllinois Insurance Department will review a 66%
medical malpractice insurance rate hike proposed by St Paul In-
surance Co of lllinois

In response to doctors' complaints that the rate hike, effective
July 1, is excessive, a fact-finding hearing is scheduled at 10 a m
Friday in the State of lllinois Center in Chicago, said Frank
Weaver, the department's supervising insurance analyst

In addition, other doctors considering changing insurers have
complained that St Paul's premiums for tail coverage under its
claims-made policies are too high, he added The insurer typically
charges 200% to 300% of the original policy premium, depending
upon the duration of the tail and coverage limits, Mr Weaver said

The hearing is the first step in the department's review of the
proposed rate hike under lllinois' "use and file" rate regulation

St Paul wrote about 20% of the medical malpractice insurance

premiums in lllinois in 1985, the last year for which statistics are
available, Mr Weaver said

Ruling may deter Opren claims

LONDON-One-third of the 1,500 British plaintiffs suing India-
napolis-based Eli Lilly & Co over its anti-arthritis drug Opren may
drop their claims following a decision by the United Kingdom
Court of Appeal last week, lawyers for the victims say

The decision upholds a London High Court ruling that total esti-
mated court costs of 6 million pounds ($9 8 million) would have to
be borne equally by the 1,500 claimants if the court finds for the
defendant Under British law, the losing party in a court case gen-
erally must pay all court costs

The plaintiffs’ lawyers had argued the costs should be borne only
by the 1,000 claimants entitled to legal aid from the British govern-
ment Many of the 500 claimants not entitled to the legal aid now
may drop their claims, because they would be unable to pay their
share if the court finds for the defendant, lawyers say

Court papers filed by the plaintiffs allege that 83 people have
died as a possible result of taking the drug Most of the victims
suffered from severe skin irritation when exposed to sunlight or
radiant heat after taking the drug, court papers say Other symp-
toms linked to the drug include hepatic and respiratory disorders

The drug was introduced in Britain in October 1980 before being
marketed in the United States as Oraflex Lilly already has set-
tled many U S claims, lawyers say

Last week, lawyers representing most of the U K claimants said
in a statement that a settlement that had been "nearly achieved
between the claimants, Lilly and the U K Committee on the Safety
of Medicine, which licensed the drug, has collapsed following the

court's decision

Hilb, Rogal to go public

RICHMOND, Va -Employee-owned Hilb, Rogal & Hamilton Co,
the nation's 14th-largest insurance broker based on 1985 gross rev-
enues of $28 7 million, intends to go public

The broker filed a registration statement last week with the Se-
curities and Exchange Commission announcing it intends to offer
1 1 million shares of common stock to the public this summer After
the pubilic offering there will be about 3 3 million shares of common
stock outstanding, with Hilb employees holding 2 2 million

Briefly noted

John W. Hanna, president and chief operating officer of Dallas
wholesale broker Maclean, Oddy & Associates Inc since its incep-
tion in July 1983, has left to become president and chief operating
officer beginning July 1 of Alexander Howden North America Inc
in Atlanta, a subsidiary of Alexander & Alexander Services Inc
Anita Chanpong IS the new president of Maclean, Oddy The
Florida Supreme Court last week denied the request by major prop-
erty/casualty insurers in the state for a rehearing on the constitu-
tionality of the Florida Tort Reform & Insurance Act of 1986.
The court upheld most sections of the controversial law in April
(B, April 27) The target dates for securing insurance company
and non-insurance company investors for Centre Reinsurance
Holdings Ltd.-a reinsurance holding company being organized
by Guy Carpenter & Co Inc and Morgan Guaranty Trust Co -have
been pushed back to July 15 and Aug 26, respectively The previous
target dates were June 22 and July 22, respectively (Bl, May 18)
The target date for closing the private placement has been pushed
back to Sept 3 frorn July 31 The board of directors of Nash-
ville-based Hospital Corp. of America last week approved a de-
finitive agreement to sell 104 acute care hospitals to a new com-
pany to be created by an employee stock ownership plan (Bl,
May 26) The transaction, valued at $1 9 billion, is expected to be
finalized in the third quarter
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. ' . i 1 Of the claims already paid, underwriters say that Boeing
Boelng S ||ab|||ty 'No one company has the market and its insurers have paid more than $87 7 million of the

Continued from page 1 losses, while JAL's insurers have paid more than $8 6 million

i i i i i o/ _ o,
or Japanese courts Meanwhile, a JAL official declined to expertise or penetration to develop a Hol.vtvever, this will be adjusted to reflect the 82 5%-17 5%
estimate its ultimate liability pending the release of the Japa- rate. There would be a chilling effect spl

hese government report Boeing, however, says that it and its underwriters have

The Aviation Accident Investigation Commission is ex- on the decisions of companies to enter paid about $75 million in claims so far _
pected to release its accident report June 15, which will cite certain lines,' says Mr. O'Day _One underwriter said the discrepancy may be due to E.add",
tee cause of the disaster ’ . . tional expenses imposed on Boeing, such as underwriters

Picces of the 747's tail section were found 80 to 90 miles contributions to pay for a memorial to be built on the crash
away from the crash site, leading investigators to question . . ste . . . e
whether the tail broke apart before the jetliner crashed million excess of $500 million layer were also led by Mr Boeing's un_derwrltler_s also have paid about $1 9 million in

Boeing acknowledged that it was partially responsible for Dann in London Ieggl fees, whllengé_‘ls(l)r(\)sou;erstEgée parltd $85’00'2 fodr search
tne loss Immediately after the accident, B_oein% conceded Mr Dann would not comment on the coverage and rescue an g or third-party property damage
tnat it had made a faulty repair on the aircraft'

f L' Il liability | i Toki i
bulkhead in 1978, causing it to crack s aft pressukﬁaﬁh\e %‘ weﬁrr}csjulr%trzlcléy %sEtr g%ebvevﬁgl%riltttﬁg .?Xpaﬂels(;)ecé%g?rsmg‘s underwriters are estimating that they will be re-
And earlier this year, 8uring the trial of a class-action law- Aviation Pool About 57 5% of the risk is brokered by Willis sponsible for more than $205 million in outstanding claims,

suit on behalf of about 70 survivors of disaster victims, Boe- Faber to London and other world reinsurers, led at Lloyd's while JAL's underwriters wil| be responsible for paying more
ng admitted in King County Superior Court in Seattle that by the Amel s¥[ndi ate sBI, Aug 19, 1985) than $40 million in outstanding losses

t-le faulty repair was one of the causes of the accident hortly after the disaster, Boeing's and JAL's liability un- As of April 10, Boeing and JAL had settled with 126 fami-
However, sources in_Japan add that JAL was su%posed to derwriters temporarily agreed to split claims payments lies of the 474 Japanese passengers killed in the crash, ac-
spot check the Boeing 747 and should have detected any dete- equally to pay the families of the victims quickly "This was cording to Mr Tompkins Of the remaining 348 survivors of
rioration of the repair the primary breakdown in order to be in a position to settle Japanese crash victims, Boeing and JAL continue to negoti-
No one has implied that the design of the Boeing 747-con- the losses without prejudice as soon as possible," said one of a;[% in Japan with 228 thz are Iitirgeatheq in Sgattle two are 11-

mdered to be one of the safest aircraft in the world-was the underwriters ating'm Japan, and ave sued nor Settled pend-
responsible for the crash However, no firm decision was made on how the claims ing release of the accident report
€ joss I covered under Boeing's $1 billion aviation prod- payment would be divided until earlier this year when, after In late April, the 71 Japanese families suing in Seattle vol-

Lct liability insurance coverage that was placed on July 1, reading technical reports, Boeing's underwriters agreed to untarily dismissed JAE from their suit, leaving Boeing as
1985, and JAL's 1985 aviation hull and liability insurance, pay 8% 5% of the claims, Including those already S(? their only defendant

sources in London report y agreement, JAL insurers are negotiating a Itttlr?éj settle- Of the 22 non-Japanese passengers killed, JAL and Boeing

Boeing retained 25%, or $25 million. of the first $100 mil- ments and are then reimbursed by Boeing's underwnters, have settled with the families of five, brin\gin total settle-
lion layer, which was led in London by Lloyd's of London sources sa . . ments'asl of Api 111,0 to 131'Ten Other SUI'V.I ors of non-Japa-
aviation underwriter David Dann of thé R J'Kiln syndicate, However, tﬁere has been no algreement on who is responsi- nese victims are suing Boeing, while survivors of two other
and followed by the British Aviation Insurance Co Ltd and ble for the $35 million hull loss, which JAL's hull un- non-Japan%slgLvictims-both Americans-are suing both Boe-

underwriters in the United States, France and London The derwriters have paid in full ing'and

coverage was placed by Willis Faber PLC in London and JAL and Boeiﬂg had 8aid compensation to 131 fagﬂlies of . .

Johnson & Higgins in New York victims as of April 10, according to JAL attorney George Free-lance writer Dauzd Kdburn m Tokyo also contributed to
A $400 million excess of $100 million layer and a $500 Tompkins Jr at Condon & Forsythe in New York this article

McCarran-Ferguson

Continued from page 1 For example, a wave of indignation erupted last year
I n S u ra n Ce Se rVI CeS u Id e ers say ISO would not be allowed to analyze claims when several major insurers pulled out of the West
g information for members Virginia medical malpractice insurance market and

At the same time, insurers say ISO would not be free created a major crisis until the state legislature passed
to publish or furnish advisory rates, a restriction that a tort reform bill (Bl, June 2, 1986)

could increase costs and make coverage more difficult But Mr 0'Day says if the insurers' action in West
PC CONSULTING & TRAINING

Summary Plan Descriptions to obtain . . Virgi.nia had been found to be an.illegal boycott, .such
LOTUS $1500 + "The ISO rate gives companies a benchmark," notes action would not have been shielded from antitrust
David Pratt, vp-federal affairs for the American Insur- law by the McCarran-Ferguson Act
WORD PROCESSING Handbooks, Enrollment Packages, etc ance Assn in V\plashington Ingileed, under the act,gthe antitrust exemption does
ACCOUNTING SYSTEMS « We supply major benefit firms . . . . T
- Business Insurance Award Winner Without ISO analysis and advisory rates, insurers- not apply to an agreement to boycott, coerce or intimi-
NICHE SYSTEMS INC. -8 yrs consulting exper/reg'lheadofnatlfirm especially smaller companies-would have to hire date, he explained
274 Madison Ave., N'l NY 10016 213-859-0800 more actuaries and consultants, which would inflate While the three malor property/casualty trade asso-
(212) 686-44d8 the price of insurance ciations-the Alliance, the AIA and the National Assn
In addition, insurers would be reluctant to enter new of Independent Insurers-are united in their opposi-
ENV'RONMENT@‘ CLAIM AUDITS lines of business in the absence of advisory rates, some tion to any changes to the McCarran-Ferguson Act,
RISK ASSESSMENTS say support for limiting insurers' immunity from federal
| ESTIMATING SOFTWARE ACTUARIAL CONSULTING "No one company has t'r'1e market expertis|e or pene- antitrust law has been increasing .
FOR SALE - . . tration to develop a rate," observed Tom O'Day, asso- For example, two organizations for small business-
c torizod Estimating Soft Financial Evaluation of Environmental Losses ciate vp in the Washington office of the Alliance of the National Federation of Independent Business and
ot used by major sompanios fe avall Tblégg{ ?ONSU[[IN GROUP WC American Insurers "There would be a chilling effect the Small Business Legislative Council-have en-
able for license to those Insurance 509-8607Tarrod Ave /CoronadiMN. CA92625 714/73-7089 on the decisions of companies to enter certain lines of dorsed a partial repeal of McCarran-Ferguson
Companies who desire to set up a na- business,” he maintained In addition, a former top industry official said last
tionwide in—house.Corrjputerized Pro'p— The RISk Manager's ) TI'Te Metzenbaur.n leg- . We?"; that the:\/l:Car—
erty Damage Estimating System with #1 Reference islation also says insur- ran-Ferguson Act may
the ability to maintain and regulate data- ers could-without vio- No firm decision was made on how the no longer be necessary
base This Software Is available for a lating federal antitrust i L . TOne wonders if
::.;;;e license fee of less than o tical Risk laws-engage in joint claims payment would be divided until MeCarran-Ferguson
For Additional Information ractical Isis underwriting activities, earlier this year when, after reading has not '?er"%df'ts pur-
lik idi i i . poses,” said former
e e o422z Management t'he pror\]“ mgl coverase technical reports, Boeing's underwriters AlIA President T
Allen Dahle & go' "The Professional's Handbook" rol.:g Spo?] ar:?’_‘t‘-?’e‘ o Lawrence Jones in tes-
- -~ ments uc! acuviues i
65 West Red Oak Ln 212;(?398‘;9?4%2 Send $275 ($10 more,  we bil fvit agreed to pay 82.5% of the claims. timony before the Son.
J White Plains, NY 10604 55 add postage overseas) would be permissible y = ;
19+  To Practical Risk so long as pools are | ate Judiciary Commit-
Management subject to active super- tee
PQ Box 10 ision by a st) te regulatory agency or (iI,the pools "do "Today.there is real competition throughout the in-
4703' Oakland. CA 94870 not not unreasona 7y restrain {ra e," according to the dustry gwsory orgamza?lons operate in compilance
RISKMASTER L»_4j//' Telephone (415) 653-3687 leqislation with strict antitrust laws State regulation is mature
SOFTWARE %ince the legislation does not define what is a re- and firmly established State taxation is in place and
straint of trade, insurers that participate in pOOIS secure," said Mr Jones, who now is counsel to the law
could be hit with antitrust suits, Industry lobbyists firm of Hunton & Williams in Washington
GENERAL CLAIMS HEALTH CLAIMS say Because congressional support for changes to the
WORKER'S COMP COMPUTER SYSTEM . For example, a disgrurjt}ed consumer who does not Mc_Carran-Ferguson Act _is increasing, Mr Hunter says
VEHICLE ACCIDENTS like the terms and conditions of coverage offered by a it is only a matter of time before Congress makes
FOR IBM PC XT/ AT pool might charge restraint of trade and sue, Mr substantial changes to the McCarran-Ferguson Act
CHECK WRITING O'Day said "Something like (the Metzenbaum bill) will pass
FOR: PC/MINI/MAINF Eligibility & Benefits Calc, Because of the fear of litigation, "Insurers might The momentum IS there," he says (see story, page 3)
313) 261-4440 Checks, EOB's, Correspon- withdraw from all but the most highly state super- But one industry lobbyist says amending the McCar-
(313) B dence, Provider Utilization Re- visedsjoint activities," Mr O'Da_¥] said ran-Ferguson Act has yet lo attract bipartisan support
. "Some insurers participate in pools almost as a pub- "You have four very liberal Democrats Where are the
views, & More. Ideal For Self In- . ) " i - . o
LJ ONSITE TRAINING d's & TPA's Singl d lic service," he said "They would not do so if they moderate Democrats and the Republicans?" the lob-
V | ONGOING SUPPORT surg s ! s '”9 € an feared getting slapped with an antitrust suit and treble byist asked
n1 Multi-User Versions Available damages " And other Industry groups, including the Risk & In-
; INSTALLATIONS COAST TO COAST Industry critics dismiss such arguments as specious, surance Management Society Inc, remain opposed to
AU FUNCTIONS AND STATE FORMS contending that beneficial Joint insurer activities al- amending the McCarran-Ferguson Act
ways would be upheld by courts No one has convinced me that tinkering around
Insurance Software "Even with a McCarran-Ferguson repeal, pro-con- with the McCarran-Ferguson Act would make an lota
HTH sumer activity would pass court muster," predicted J of difference in increasing competitiveness in the in-
TI I I | ng haSt Packages, Inc. Robert Hunter, president of the National Insurance dustry," said Jon Harkavy, RIMS' general counsel and
~ 5118 NORTH 56H STREET Consumer Organization in Alexandria, Va director of governmental affairs in New York

TAMPA FLORIDA 33610 Overall, insurance industry spokesmen described the "Certain collective activity can be very good Do you

INSTALLED IN OVER (813) 621-6069 (FL) Metzenbaum legislation as a solution in search of a want to discourage the type of activity that may be
(800) 237-8133 (U.S.) problem For example, they say there is no evidence very beneficial to the buyer?" Mr Harkavy asked

32 STATES & CANADA that repeal or modification of the McCarran-Ferguson If Congress really wanted to do something meaning-

Act would have prevented the last liability insurance ful to increase competition, K should crack down or

t For advertising information in the INSURANCE SERVICES GUIDE crisis or would prevent a future crisis states that unfairly interfere with risk retentior
. P : : Insurers concede that certain Industry activity dur- groups as well as pass legislation to allow busin
Contad: Margaret Hlk'(-jrcé'leﬁ%yé éﬁ? esS:g?seéh%hlcago, INinots 60611 ing the liability crisis outraged the public, raising esses to take tax deductions for contributions to self

new questions about the McCarran-Ferguson Act funded loss reserves, Mr Harkavy said -
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First-quarter results show
premium increases easing

By MYRON M. PICOULT books so soon by cutting rates to the bone

When looking at consolidated earnings,

sos . . The quality companies are clearly being the gain for our group of companies was al-

o Special to Business Insurance more selective about the risks they under- most 62% When the fresh start adjustment is

D ATE-CUTTING IN commercial property write, which IS evident in the slowdown in pulled out, the increase moderates to the
11lines has sparked considerable commen- ~_the industry's first-quarter premium gain 39% tevel.

e /1 tary about whether the reductions will be- One of this industr¥'stﬁroblems in the dpast As we noted several weeks ago, many com-
e

2 18 come more severe and whether this mentality was it would wri e business and not panies seem to be using the fresh start ad-
worry about the bottom line Now that some lustment as a means tofurther correct some

laj will quickly spread.to other lines . ; . , . A

e~ o's.30 |aj qqﬁs xotp surp_rls?ng hat rgte adjustments companies are trying to watch their top-line reserve deficiencies that have not been to-
are occurring in the property area, given that growth as rate gains slow, industry pundits tally eradicated Once the companies have
commercial property rates are complaining You can't have is’both it corrected this, they should go on to their re-
were among the first to both ways, folks' insurance recoverables, where considerable

The Bus,ness /nsurance stock index closed at stabilize in 1984-1985 and Ouir first-quarter study of prOpertylca- work is needed .
473.0 on June 4, up 5.1 points from 466.9 on that the line has experi- sualty insurers showed some interesting The recent stock market activity of the
May 28. Out of 63 insurance industry stocks enced very good under- trends and variances On average, net premi- property/casualty stocks shows that inves-
monitored, 37 posted gains, 13 declined and 13 writing results because of ums written for the 21 companies we survey tors are more intent on focusing on the in-
remained unchanged at the end of the per,od. the low level of catastro- rose 12 5% during the quarter, a clear slow- dustry's past propensity to shoot itself in
Leading advances for the week were posted by: phe losses In effect, rate down from the torrid pace set in 1986 Ele- both feet It is very possible that this could
Hanover Insurance Group, up 9.2%; Provident increases overshot their ven companies were below the average, nine be a lost cycle in terms of stock market rec-
Life & Accident insurance Co., up 8.7%; Nobel prol ected mark It also were above, and one was right on the mark ognition As unfortunate as that may be, It
Insurance Ltd., up 8.5%; Tok,0 Marine & Fire should be noted that rates We saw everything from a 1% decline for should not dissuade -quality companies”
Insurance Ltd., up 8%; Hartford Steam Boiler peaked six to eight Mr. Picoult USF&G Corp to a 33 2% gain for American from sticking to the basics and trying to
Inspection & Insurance Co., also up 8% Torch- months ago International Group Inc Fourteen com- maintain the integrity of their books of busi-
WJ}( Borpﬁ. up.7.4%; nﬂ}Kemr?eJ Corp,, HP In bot?] oo? and ba’? underwrﬁm ca/cles, Hames still posted d uble-dl%t pre{mum ness There is nothmg wronﬁ ,¥Mlth slower
1%, Declirling issues for the perlod were led -war storigs- always surface, ﬁnd this penod volume increases arn?_ Iprem|u s, retlect- growth or even ne anrv rowth if it mean? a
by: Crown Lif€ Insurance Co., down 19.4%; is no different More often than not, com. ing the benefits of earlier rate gains, rose %Etgrq pro it éplctu e There is no reason for

Protective Life Corp., down 13.0%; Trenwick ments about rate adlustments are devoid of 18 9% ) gements to expose their capital if a
Group Inc., down 4.8%; The Home Grou&; Inc. specifics and/or qualifications, and com- Net investment income expanded 10 8% as, regsonable return cannot be garnered
daown 4.5"{3; UNléj)\/I Corg , %%’233 7¥0; nélnﬁn- ments from sor?e maLiran%e brokers dm I¥ |e|ds cQ ’[II’HJed to slide and F%mplames, Insurance brokers would qgowell to recog-
tai Corp., down 2%; and U Corp., als0 that the worst is likely, while others provide Et L{{vg&eg wit 5 |mbpl|gat|on§ of the Tax nize ¥ at unrea istic Lates will n%t erve their
down 2%. The Business insurance index a more tempered perspective e ct and the best way to maximize clients well Hence, they do not help the situ-
chimil()ec?t 1 .ﬁ"/éforh the peE:i:od, tram_?g m% _Nﬁw There/are Isome rikSktSbthat wenEc itﬂtolthﬁ tr]lef(ir net operatin%hlossltes, btut nonetheless ag{iﬁn t])cy teIIinghtaltladsgf the t?lgs a[)? rleal,t
ork Stock Exchange Compaosite, which grew excess/surplus market because ack of keep an eye on the alternative minimum fax. then fingers should be pointed publicly a
by 1(§°/g and the &andarg & Poor's 508 aver- avaﬁabllﬁy in the primary mar?<et ome of T epcom )fned rat?o improved to 104 0% the culpritS It must be rerﬁembergd thaYa,II
age, which grew 1.5%. However, the 8/Index that business now is rowm?, back to the pri- from 109 5% All of the improvement was in parties to the business bear some responsi-
outpaced the Dow Jones 30 Industrials, which n’:ﬁry arena ?t mgre kreallsilcI kr_ates lI;‘ htese theolé)o?s I:r_atlo, ag the %xpense r?jt'% actually bility for the last underwriting debacle
rose only 0.7% for the period. are the accounts a pbroker IS talking about, rose Flve underwriters recorded co- H

) ° Outhwaite agency

then It should be explained clearly mbined ratio below 100% and one was at par
releases report

British issues The term "competition" is used very The best ratio, 96 3% as posted by GIECO
LONDON-Liabilities primarily arising

1 Weer loosely by industry observers It can mean Corp, followed by ChuBb Corp at 97 4%
P.ice P/E Dy Yield High—Low more of a willingness to write business as Overall, 10 companies were below the aver-
Companies pence peneD % pan-pence well as rate cutting The days of the massive age and 11 were above )

Commt Unton 315 109 17 8 5.7 322-315 rate increases are clearly over, but we still Looking at some statutory ratios, the net oot om T eloted clairms o oo

Sy e oon 147 90 55 o oanang  ©XeCt modest ate increases in various lia- premiito-urplisiralio A91a S QIBR. e un-off policies written in 1982 by two

Royal gasTeEi2aTareaoe _ Not |ﬁ1§gan8m eqomrﬂ?ntar_y, we find theﬁserveilﬂ-svr lus ratio moved ug to 8' lhl\c’yd's dAcates mar}e ed bg/ |:II\(4
it hard to believe that "quallty-oriented” most 27/-to-1 The latter ratio continues to Out alte?ﬁvj‘n erwritin §enm 'f) t
?omé)ames are &ermlttmﬁ[the#r underwriters reflect the rgserve conSfrvansm of many total 248 5 mil |onﬁ)ounds $367 8 milljon at
0 compromise the integrity of their property companies On average, loss reserves in-'yea-gn maiae%xgusan g rates) . gcoording jo

creased 19% while paid claims rose 3 5%
As expected, property/casualty earnings Port .
Myron M Picoult is senior up and senior were up strongly at 1710%lt should be Outstanding losses on run-off contracts
insurance analyst wzth Oppenhetmer & Co stressed that the 1986 f|?:ure was not all that estimated by policyholders increased 18%
m New York He ts the past president of the healthg to begin with Furthermore, it to 150 6 million"’pounds 9 million) from
Seurce Philip Oisen/Alan Chiton, Insurance Industry Assn of Insurance & Financtal Analysts and should be noted that the "fresh start" ad 1 milhon pounds ($184 3 nullion) m
Do 1ot Kkl & Allken Stockbrokers, a member of the New York Society Of lustment also had something to do with the 1985, while jncurred-hut-not-reported losses
Security Analysts gain (see story, page 1) jur'n['ae o to 71 m_' !lon pounds (_ 1_
million) from 50 4 million ($731 million),
according to the 1986 report The remaining
26 million pounds ($38 5 million) of the syn-
dicates' liability stems from other business
Several of the run-off policies are cur-
rently being disputed by the Outhwaite syn-
dicates (BIl, May 4) The total estimated lia-
bility for the contracts in dispute amounts to
more than 75 million pounds ($122 2 mil-

June 2

Sin Aame

Brokers
CE Heath 488 146 345 70 508-485
Hogg Robinson 479 14 1 15.7 3.3 452-445
JHINnet 327 107 129 3.9 327-314
Sedg Gm 300 136 164 55 304-299
S*w Wrightson 448 124 178 4 O 448--446
Ims Faber 449 150 148 3.3 449-442

June 4,1987 5/29/87 thru 6/4/87

Bl Industry Stock Report

Brokers

Price % Chi P/E $ Div % YId High Low Vol (000) Price % Chg. P/E $ Div 96 YId High Low Vol (000)

Fairmont Fir,1 Inc AMEX 17.63 0 0 9.9 0.00 0 O 000  0.00 oo lion), confirmed agency Chairman Maurice
Aloxander & Aloxander Sves NYSE 2525 3.6 301 1.00 40 25632475 o5z NYSE 37.00 2.8 12 7 6.40 1.4 37.00 3550 6626 Hussey, who noted that the agency has com-
Baldwin & Lyons Inc A SRR 2 7 7o 020 1.1 22.00718.90 2 t Gen C o  16.132.4000.60 3.7 16131550 1540 menced arbitration proceedings with a few
Corroon & Black Corp NYSE 2913 50 13 5 08 29 2?1030 ZZZZE i;iz Grfe:??/\/ezrur:issum co OTC 700.00 O O 14.4 18.00 2.6 0.00 0.00 0.0 f th di . p 9
Gallagher Arthur J & Co otc 20.50 -0.6 15.8 O 40 2.0 - - - 19.38 18.75 aa9.2 o e ceding insurers
P a2 C e NYSE 13.001.00.00.00 00 *=-00 1=1a- sea.c Hiome Sroue i AMEX 18.75;4,5480.20 1.1 12922528 12l Avvording t the annual report, reserves
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pounds ($75 million) due in 2006, according
to the report



HAVINGTROUBLECONTROLLING
YOUR HMOs?

These days, controlling your companyh health benefits program can appear to be an overwhelming
responsibility But with the HMO-USA network, sponsored by Blue Cross and Blue Shield Plans,
you're in complete control.

No matter how many HMOs you select, we make it easy to get your program off the ground. That]S
because we're the natiods largest HMO network, with more than 90 HMOs nationwide. And we're still
growing. Which means we can respond to tjhe needs of your multi-site employees. Today and tomorrow.

If you're having a difficult time controlling your H.MOs, we have lots of ways to help. All you have
to do is push the right buttons: 1-800-4-HMO-USA.

HMO-USA is just one of the many inr_ovative products from the nationk Blue Cross and Blue Shield
Plans designed to help you effectively mar_age your health benefits program.
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The nationk largest HMO network.

Cam the
Caring Card:

cists B. UALL

The card that cares for the US. Olympic Team. 6789
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