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WEEK OF MARCH 16, 1981

'business
update:
London insures hull

of hijacked airliner
LONDON-The Pakistan Interna-

tional airliner involved in the longest hi-
jack in history is insured only for its
value of $3 million.

The hull insurance is placed in the
London and affiliated markets through
aviation brokers at C.T. Bowring & Co.
Ltd., sources say.

Continued on next page
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Benefit brokers grab

1.

for bigger market slice

Carnation Co.

loses tax fight
over captive

By JERRY GEISEL
and KATHRYN J. McINTYRE

SAN FRANCISCO-The Inter-

nal Revenue Service may have
won more than its fight against
Carnation Co. in an appeals court
decision handed down here this

month.

The 9th Circuit Court of Appeals
March 6 affirmed in the 1978 U.S.

Tax Court decision for the IRS

against Carnation's use of a cap-
tive insurance company.

Carnation is denied the tax ad-

vantages of claiming a tax deduc-
tion for the premiums paid and
claiming income for its offshore
captive.

The highest court yet to rule on
the tax issues raised by using a
captive insurer also cites for the
first time Internal Revenue Ser-

vice Ruling 77-316, the official IRS
position on captives.

This additional citation could be

used as ammunition by the IRS to
challenge other companies using
captive insurers and taking tax ad-
vantages afforded traditional in-
surance arrangements.

The affirmation of the U.S. T

Court ruling in the Carnation case
is brief, stating that the three-
judge appeals panel found nothing
erroneous in the decision (BI, Jan.
8, 1979).

The short discussion ofthe case,

however, ends with the U.S. Tax
Court noting that the Carnation
caseisidenticaltoasectionofRev-

enue Ruling 77-316. It quotes the

section of the ruling that describes
the classic use of a fronting insurer
to reinsure risks with a corporate
captive.

The appeals court comments,
"We reject Carnation's contention
that the quoted portion of this rul-

Continued on page 75

Spotlight
Report

Specialtylisks

By KATHRYN J. McINTYRE 1981 Group Insurance Reports shows.
The other 92% of the market was shared by other

The five leading employee benefits brokers are the leading property/casualty insurance brokers, smaller
same brokers leading property and casualty insur- regional brokers, consultants, administrators, includ- Designers fight liability lawsuits
ance marketing, but the lineup differs. new research ing self-funding firms, and direct writers.
shows. More than 500 brokers, agents or consultants mar-

The rankings, however, could change radically as ket three or more benefit plans for companies with
ven can't help ministersbrokerage firms concentrate new marketing efforts more than 100 employees, the research shows. - - --

on the benefits market. This picture of the employee benefits market in --
7

The leading benefit brokers and indeed the rank- 1978 develops as one pores through computer print-
ings of brokers by gross revenues are up for grabs if outs supplied to Business Insurance by the research- -m ¥0-.I-,i: .

national brokers can gain control of more of the bene- ers at Money Market Directories Inc. in Charlottes-
fits market. ville, Va. They computerized information reported by Protecting the professional

So far, the five leading brokers in commission in- employers to the Department of Labor under the from liability lawsuits and
come attributable to employee benefit plans in 1978 mandate of the Employee Retirement Income Secu-
controlled only 8% of the benefits market among cor- rity Act. other special risks: Page 17.

porations with more than 100 employees, research by Continued on page 72

Check HMO's health befo re signing up
By MARY ANN MATLOCK

NEW YORK-Test the strength of an
HMO's financial heartbeat yourself before
letting employees plug into the prepaid
health system.

That's the advice from experts to employ-
ers worried that a financially troubled HMO
will close its doors, leaving employees unin-
sured for health care and holding unpaid
medical bills.

Filling the health care gap left by a bank-
rupt HMO is not hard, experts agree. Other
HMOs and private insurers are usually eager
to pick up the business.

V

lijl
41/

But the inconvenience and confusion to

employees can be avoided if employers seek
more information about prospective HMOs

INSIDE

upfront. The areas to thoroughly examine
are track record, current financial state-

% ments, utilization and contingency plans.
@ This applies even to federally qualified
E HMOs, which an employer must offer but
SE not wholeheartedly promote, if requested to
2 do so.

E "There is an exposure in this area," said
11 Ken Drummer, vp at Frank B. Hall Consult-
E ing Co. "We are recommending employers
E take a hard look at HMOs, but before they

offer them."

"Employers are faced with two conflicting
objectives," said Dr. Michael J. Goran, man-
agement consultant at Ernst & Whinney in

Lloyd's Green looks
at U.S. market

Page 10

Hewitt study shows
benefit prevalences

Page 67

San Francisco. "One is to offer as many op-
tions as possible and the other is to make
sure only financially viable plans are of-
fered."

The conflict can be dealt with, these and

other consultants agree, through step-by-
step analysis of the HMO. The following

areas should be investigated:
• Track record. Focus should be on com-

munity reputation, employer reaction, mar-
keting objectives and how they ware met,
financial statements and services offered.

"An HMO's track record is by far the best
criterion to make sure you're offering a via-

Continued on page 75

London at Risk

conference report
Pages 68-69
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-update:
London covers hijacked plane
Continued from previous page

Portions of the hull insurance were placed through managing
agent Transglobe Underwriting Management Ltd., part of the C.T.
3owring Underwriting Group. Polygon, an aviation captive in
Guernsey owned by Swissair, Royal Dutch Airlines and Scandina-
vian Airlines System, also have a share of the cover.

One hundred and three passengers were still on board the hi-
. acked 720 in Damascus last week as three heavily armed gunmen

demanded the release of 92 Pakistani political prisoners. Since the
oeginning of the hijack on March 2, one passenger had been shot
and killed and two Americans released.

The airline's liability insurer is unknown.

Insurer sues E/S broker
LOS ANGELES-Winterthur Swiss Insurance Co. is seeking

more than $2 million in damages from excess/surplus broker Rob-
ert Burnham here over his role in placing unauthorized reinsur-
ance with the firm.

Winterthur is one of three insurers caught in a tangled trail of
reinsurance policies placed by Mr. Burnham under the alleged
authority of managing general agent Richard Browning of Metro-
politan Insurance Managers Inc.

Switzerland General Insurance Co. in New York has already
filed complaints against Mr. Browning in Newark, N.J., and North-
ern Assurance Co. is considering action (BI, March 9).

Winterthur, in its complaint, says Mr. Burnham "falsely, fraudu-
lently and intentionally" represented various insurers, including
Winterthur, and employed the U.S. mail "as part of a scheme or
artifice to defraud and obtain money" by offering reinsurance
without authority from the insurers.

Mr. Burnham, however, contends he acted "simply as a broker

seeking a quote" and accepted the purported authority of Mr.
Browning to bind the risks for the insurers.

Winterthur is asking for any actual damages it can prove result-
ing from the controversy and two counts of $1 million in punitive
damages from Mr. Burnham and his firm Burnham Brokerage Inc.

Braniff profit-sharing OK'd
DALLAS-Braniff International Airline mechanics have given

the breath of life to a profit-sharing plan billed as the company's
hope for financial salvation.

The mechanics, represented by the International Assn. of Ma-
chinists, favored the plan by a 759-583 vote on March 11, despite
union leaders' recommendations against it.

Four other unions, the balance of Braniffs 11,500 workers, ap-

ptoved the plan last week.
Under the profit-sharing plan, the airline will withhold 10% of

each employee's gross yearly salary until the company attains a 2%
profit margin. At the end of each year-beginning March 1, 1981,
and ending Dec. 31, 1983-if Braniff makes more than 2% profit, a
third of the excess will be returned to the employees, up to a
maximum of double their original contributions.

The money is expected to save the troubled airline $3 million a
month and stave off foreclosure on a $40 million debt.

"We didn't support the plan," said 3 erry Emmel, assistant chair-

man of the machinists union. "There were a lot of problems with
work rules not recognized by the company."

Until these are solved, union leaders will refuse to give their
approval.

NYIE bill approval expected
ALBANY-The New York Senate Insurance Committee is ex-

pected to approve a bill permitting the New York Insurance Ex-
change to write out-of-state risks.

If passed by the entire legislature, the bill would enable the
exchange to compete in the excess/surplus markets of the other 49
states. The exchange's business now is almost entirely reinsur-
ance. Exchange governors say this limits its growth potential.

The bill is sponsored by Sen. John Dunne, the former chairman
of the insurance committee, Sen. Martin Auer, the current insur-
ance committee chairman and Sen. Warren Anderson, senate ma-
jority leader.

Little opposition is expected to the bill which permits the ex-
change to accept direct risks from states in which it meets local
excess/surplus lines requirements.

It also calls on the superintendent of insurance to permit the
exchange to take whatever steps are necessary to qualify as an
excess/surplus lines insureroutside New York.
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Captain Arthur Markel (left) and expedition sponsor Jack Grimm hope to raise the Titanic.

Titanic rescue insured

for all but the dream
By STEVE SHERWOOD

CORAL GABLES, Fla.-Will the Titanic rise again?
The biggest risk to the group of researchers trying

to make it happen is the risk of losing a dream. Insur-
ance for the romantic quest is relatively routine, says
the broker who placed the risk.

"The insurance itself was simplistic," said Art
Pendleton, senior vp at Frank B. Hall here. "It's a
basic charterer's legal liability policy, covering dam-
age to the ship, equipment and crew." The policy,
held by Lloyd's of London, provides $5 million in
coverage and costs $2,700, with a $10,000 deductible

for the hull and a $2,500 deductible for all else.

Despite the mission's exotic nature, the insurance
problems "don't amount to a hill of beans," he said.

Insurable risks for last summer's expedition on
Tracer Marine Inc.'s research ship, the H.J.W. Fay,
were similar to those on normal research vessels.

The actual search for the Titanic consisted of tow-

ing underwater sonar and camera equipment behind
the ship, posing no special problems.

The "eyes and.ears" of the expedition-sonar and
underwater photographic equipment-was just too
special to insure, however.

Continued on page 79

Coal tax could be raised

to balance black lung trust
By ELLIS SIMON

WASHINGTON-The coal in-

dustry would bear almost the full

cost of restoring the Black Lung
Disability Trust Fund to financial
health under a Senate Labor and

Human Resources Committee pro-
posal.

The committee voted last week

to recommend doubling the excise

tax on coal production from 50
cents to $1 per ton on underground
mined coal and from 25 cents to 50

cents per ton on surface mined
coal. The excise tax supports the
disability fund.

If adopted by Congress, the
higher tax would pay $626 million
of the trust fund's $775 million
anticipated expenses for 1982,
which begin in September, says
committee minority counsel
Thomas Altmeyer. The $149 mil-

lion balance would come from

generalrevenues.
The proposal, however, seems to

cost more than what the Reagan
administration wants to spend.

The Reagan staff proposes
budgeting $112 million from gen-
eral revenues for the trust fund in

1982, reducing the Carter admini-
Continued on page 76

Backdating Sisn't insurance'
By JERRY GEISEL

WASHINGTON-MGM Grand Hotels Inc.'s purchase of $170
million of backdated liability coverage 'ish't insurance" and
shouldn't be tax-deductible, says the former acting director of the
Federal Insurance Administration.

Robert Hunter, who left the FIA to. become president of the
National Insurance Consumer Organization, a Ralph Nader-
backed public interest group, says the backdated policies are not
insurance because there was no transfer of risk.

"Where the loss event has not only already occurred.but also is
known by both parties to have occurred, it would seem to be clear

Continued on page 79

OSHA's inspection budget
survives Reagan cutbacks

By JERRY GEISEL

WASHINGTON-OSHA lives,
bloodied but not disabled by
Reagan administration cutbacks.

The Occupational Safety and
Health Administration, the sym-
bol of over regulation for many
business groups, will have its bud-
get trimmed by $15 million under
the latest Reagan administration
proposal.

The controversial agency fared
well compared with other Labor
Department programs such as the

Comprehensive Employment and
Training Administration which
will be eliminated.

OSHA's budget would be cut to
$228 million from $243 million the
Carter administration sought for
fiscal 1982.

The cost of running OSHA will
be reduced by cutting staff slightly
and by reducing the number of
health and safety worksite inspec-
tions to 57,800 in 1982, a 9,000 de-
crease from the 66,800 inspections
planned by the Carter administra-
tion (BI, Jan. 26).

Secretary of Labor Raymond

Donovan, in his first briefing with
reporters, said the budget cut

would not hamper OSHA opera-
tions. "A cut of that amount is war-

ranted and will not affect the pro-
gram," he said. However, this is

the first time any administration
has cut back OSHA funding since
the program began in 1970.

Mr. Donovan said the reduction

in OSHA inspections would be ac-
complished by eliminating dupli-

cation and overlap between the
Continued on page 79
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Council puts a damper
on Chicago.area arsons

By EILEEN NORRIS

CHICAGO-More commercial policyholders are being con-
victed of arson-for-profit, but the war against the "insured
torch" has only begun.

With 30 cents of every premium dollar going to pay for arson
claims, insurance companies are mounting an aggressive attack
against the profiteer who sees arson as a means of bailing out of
a failing business.

They aren't alone.
The Coordinating Council on Arson for Profit, a year-old or-

ganization dedicated to stamping out intentionally set fires in
the Chicago area, reports an impressive 12% decrease in arson,
both residential and commercial, since the group's inception.

With the help of police, fire and other officials, insurance
companies hope the success of the council will culminate in
lower insurance rates for policyholders.

After just one year, the group can take credit for 12 convic-
tions, totaling about 66 years of jail time, for arsons in Cook
County alone. The U.S. Attorney's Office has four other arson
prosecutions pending for 1980.

"Alone among mAjor metropolitan areas in the U.S., Chicago
is turning the tide against a vicious crime," said council chair-

Employers
lend hand

in day care
By CAROL G. BLITZER

SUNNYVALE, Calif.-Seve-

ral Sunnyvale-area employers
are helping their employees
raise their children by paying
child care expenses, guarantee-
ing child care will be available

Eleanor Glass and daughter.

man and retired Circuit Court Judge Saul A. Epton. Deliber-
ately set fires are at the lowest level in six years, he said.

Since its establishment, the arson council has formed com-
mittees with responsibilities as varied as investigating likely
arson targets, drafting anti-arson legislation and creating an
arson hotline. Mgjor property/casualty insurance companies
have donated $7,500 in award money to 21 tipsters who reported
suspected arsons to police.

The Illinois Insurance Department is one of about 30 Illinois
agencies active in the passage ofseven anti-arson bills signed by
Gov. James Thompson Sept. 3. The bills range from giving
insurers immunity in reporting insurance fraud to creating a
claims-reporting system to uncover fraud and arson, says Insur-
ance Director Phillip J. O'Connor (see chart on page 77).

The new claims-reporting system, which actually is a welding
of systems already in place, would require the New York-based
Property Insurance Loss Registerto coordinate reports ofarson
so interstate arsonists would be easier to identify and track
down.

As it stands now, an Illinois company or business would re-
port a suspicious situation to the state fire marshal, who in turn
would investigate the possible arson.

Continued on page 77

The Sunnyvale Center includes a waterbed for youngsters.

or subsidizing parenting
classes.

Company donations and sub-
sidies open the doors of the
Sunnyvale Child Care Service
Center to working parents who
have infants, preschoolers and
school-age children who need
care.

The employer-sponsored
model day-care center, which
has room for 184 children, is op-
erated by Continuing Develop-
ment Inc., a private day-care
firm in San Jose with 18 centers

throughout California.
Five local companies donated

funds to equip the center,
which opened last year. Their
donations entitle any of their
employees to a 5% discount for
the first six months they have a
child at the center, waiver ofthe
registration fee and priority on
the waiting list.

Companies also may guaran-
tee spaces for their employees'

children at Sunnyvale Center
by paying tuition a month in ad-
vance and signing a six-month
contract. The companies then

subsidize all or part of the fees
for employees or simply refer

employees to the guaranteed
openings and let them pick up
the tab.

Other companies let employ-
ees use the Sunnyvale Center,
another child-care center or ba-

bysitting arrangements of their
choice, reimbursing them for
full or partial costs.

Many others are just subsidiz-
ing Continuing Development
Inc.'s resources and referral

program, which counsels em-

ployees on locating and select-
ing child-care providers and
evaluating care. It also offers
parenting skills classes.

"This is the program most
companies want to participate
in because they're so nervous

Continued on page 80
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Arson-for profit
claims drop 1980
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June 9790054
Sept 7257369
[)ec 6374400

Donald H. Mershon (left) and retired Judge Saul A.
Epton are active on the council.

Asbestos ruling
keeps issue open

By ELLIS SIMON

RICHMOND, Va.-A Virginia
Supreme Court ruling defining the
statute of limitations in an asbes-

tos suit probably will affect more
than 200 suits pending here.

However, the court left hanging
one of the biggest questions in as-
bestos product liability cases:
When does the asbestos injury oc-
cur? When the person is exposed
to asbestos or when the injury
manifests itself?

In the case, the state's highest
court overturned a lower court rul-

ing that the late Douglas Locke
could not sue Johns-Manville

Corp. and six other asbestos man-
ufacturers because he was last ex-

posed to asbestos in 1972 and did
not file claim until 1978.

Mr. Locke, an electrician,
worked with asbestos from 1948 to

1972 and discovered symptoms of
mesothelioma (cancer of the lining
ofthe lung) in November 1977. The
diagnosis was confirmed by X-
rays in June 1978. He filed suit less
than a month later.

The court said the statute of

limitations begins at the time of in-
jury rather than at the time of the

last exposure to asbestos. How-
ever, it did not define or elaborate
on what it meant by time of injury,
although in the Locke case the the-

ory of manifestat:on seems to ap-
ply

Attorneys representing asbestos
plaintiffs say the ruling will bene-
fit their clients; defense attorneys,
however, say the COLrt'S failure to
define when an injury occurs
leaves the question open to more

litigation and couId hurt the plain-
tiffs.

'The court went only as far as it
had to to reverse the lower court

ruling, ' said plaintiffs attorney
George Allen III ofAllen & Allen, a
Richmond law firm. "The court

held the action was timely, but the
court did not answer the question
of when an injury occurs."

In the Locke case, the question

probably will be answered in the
lower court, which must now re-
hear tne case. Evidence establish-

ing when the injury took place
could include records of symp- -
toms, diagnoses and statements
from medical persennelasto when
the tumor formed Mr. Allen ex-

plains.
Even though i: didn't define in-

jury, the high COLrtLocke decision
will affect several asbestos cases in

feder court in Norfolk and New-

port News that v.ere dismissed or
effectively dismissed because of
the previous statute o F limitations
rule in Virginia, he notes.

Conti-Lged cn page 78

Benefit managers earn own designation

Dr. Jerry Rosenbloom is CEBS aca-
demic director at Wharton.

By MARY ANN MATLOCK

BROOKFIELD, Wis.-Employee benefit pro-
fessionals have their own designation to rival the
status of the CPA, ARM or CPCU.

Dubbed CEBS-certified employee benefit spe-
cialist-the designation has been awarded to only
167 persons, members of the first graduating class
last fall. But it is coveted by more than 8,000 other
persons enrolled in the program, cosponsored by
the International Foundation of Employee Bene-
fit Plans here and The Wharton School at the Uni-

versity of Pennsylvania in Philadelphia.
Years in the making, the program has three

goals: education, recognition and evaluation.
"Benefits account for roughly 42% of an

employee's compensation, so persons dealing
with the plans have a mgjor role in determining
security," said Dr. Jerry S. Rosenbloom, CEBS
academic director at Wharton.

"We're trying to make sure these persons are
more competent, give a measure of professional
recognition and give others an idea in evaluating
them."

The system gives a fundamental knowledge of
the employee benefits field, covering all mAjor
subjects. said Nel Daniels, director of education

and CEBS programs at IFEBP.
The first CEBS courses were offered in Decem-

ber 1976. Now a full 10-course program is availa-
ble at more than 30 universities.

The courses include contemporary legal en-
vironment of employee benefit plans; pension
plans; Social Security, savings plans and other
retirement arrangements; management princi-
ples; life, health and other group benefit pro-
grams; accounting and information systems; as-
set management; industrial relations; employee
benefit plans and the economy, and contempo-
rary benefit issues and administration.

Students can enroll in classes at a university or
study independently at home and then take the
final examination offered in June and January
within 100 miles of their home. Student aides and

texts are available through the foundation, which
administers the program.

"The largest number of our stu-
Continued on page 71

Nel Daniels is CEBS director at the

Internationa Foundation.
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Free pilot program spots
hypertensive employees

EMPLOYEES AT 10 companies
in Dade and Broward counties in

Florida"'are undergoing free

screening for high blood pressure
under a pilot program developed
by The Travelers Insurance Cos.

About 27,000 workers are eligi-
ble to participate in the voluntary
program, which is expected to end
in May.

Employers involved are Wo-

metco Enterprises, The Miami
Herald, Flagship Banks, Jordan
Marsh, Avatar Corp., Storer Broad-
casting Co., Coulter Electronics
Inc., Barfield Instruments Inc.,
Financial Federal Corp., Ryder
Systems, the Broward County
School Board and Broward Com-

munity College.

benefit beat

The pilot program includes an
information session for employees
followed by actual screening; hy-
pertensive employees will be re-

ferred to medical care providers.
The program will help employers
develop follow-up procedures and
long-term monitoring.

Local health departments, the
Heart Assn. and Health Systems
Agencies will cooperate with the
participating employers and The
Travelers.

"It's an experiment to see
whether this is a role The Travelers

and other insurers ought to play

PutCorroon&Black
atthe controls.

f

.P. j

Ourrisk management programs can keep
business insurance costs from going sky-high.

No one needs to tell you about the cost of inflation.
And no one can help you control costs of business
insurance better than Corroon & Black.

We're the business insurance brokers who've made

a worldwide name for ourselves over the last 75 years.
One reason has been our risk management programs
for businesses, large and small.

Call in Corroon & Black and we'll analyze your
insurance program, inside and out. We'll show you
ways to prevent losses. Recommend the best cover-
ages - at the best prices. And even design a risk

management program that meets the special needs of
your business.

It's this kind of approach to business insurance
that's made Corroon & Black one of the largest bro-
kers in the world -with over 90 offices worldwide.

If your insurance costs seem out of control, contact
Corroon & Black for an analysis of your insurance
program.

Call Richard M. Miller, President, toll-free, at
800-221-7024. (In New York, call collect, 212-363-
4100.)

W Corroon &Black
Wall Street Plaza, New York, NY 10005 • Offices nationwide and worldwide

for their customers," said Mike
Manley, a director in The Trav-

elers' group department.
The pilot program is free to par-

ticipating employers. Results will
be evaluated to determine the

reactions of employers and em-

ployees, the percent of employees
who participated and the potential
costs of such a program if it is ex-
panded around the country, Mr.
Manley said.

Costs will vary from area to area
depending on whether a company
receives voluntary help in the
screening, he said.

Qualification letters
The Internal Revenue Service

last year issued qualification let-
ters to 69,342 defined benefit and
defined contribution employee
benefit plans covering 3.7 million
employees.

The qualification letters state the
plans are in compliance with
ERISA and are eligible for the ap-
propriate tax benefits. The IRS

also approved 67,193 plan amend-
ments and 13,279 plan termina-
tions.

It found 40 new plans, 27 plan
amendments and 37 plan termina-
tions not in compliance with the
law.

Of the newly approved plans,
18,849 were defined benefit plans
and 50,493 were defined contribu-
tion plans.

The defined contribution plans

included 30,251 profit-sharing
plans, 19,706 money purchase
plans, 482 stock bonus plans, 51

employee stock ownership plans
under the 1975 Tax Reduction Act

(TRASOPs) and three bond pur-

chase plans.
IRS determination letter activity

cannot be used to compute the
number of plans in existence be-
cause an employer does not have
to apply to the IRS in advance to
obtain tax benefits for qualified
plans.

HMO closing
Los Padres Group Health Plan, a

health maintenance organization
in San Luis Obispo, Calif., serving
more than 9,200 subscribers, will
close March 17 because of finan-

cial problems.
Under orders from the California

Office of Corporations, the health
plan was placed in receivership
March 3 because of its mounting
debts.

The state estimates Los Padres

and its provider group, San Luis
Obispo Independent Practice
Assn., had a combined negative
net worth of $352,344 in June 1980.

The combined negative net

worth jumped to $632,320 by No-
vember, said Mark Richelson, se-

nior corporate counsel for the
state.

The federally qualified plan re-
ceived a $600,0001oan from the for-
mer U.S. Department of Health,
Education and Welfare when it

started.

The number of employer groups
participating in this HMO is un-
known.

.

BeneAt beat keeps insurance and
emptovee benefit managers up-to-
date on what other companies are
doing and informed of cuTTent de-
velopments in the employee bene-

fits fietd. We'd Like to know if
you've made any changes. Write
Business Insurance, 740 N. Rush

St., Chicago, Ill. 60611 or calt 312-
649-5430.
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Northbrook Property and Casualty
insurance Company

3810 Golt Road
Rolling Meadows, Illinois 60008

Goodwin Clark
Vice President
National Accounts
(312) 364-2727

Northbrook National Accounts Division brings you:
1.A new market-financially. stable, rapidly developing,

with aggressive growth plans.
2.Direct dealing with one office that has broad

underwriting authority.
3.Countrywide loss control services from a staff including

a high percentage of Certified Safety Professionals.
4.Countrywide claim and customer services backed

by one of the most sophisticated computer systems
in the industry.

5.A full range of innovative products including several
deferred payment plans.

Here's your chance to get in on
the ground floor of a whole new
market that o ffers what you're
looking for.

For full information, including
your copy of Northbrook's booklet,
"New Dimensions in Commercial
Account Service, " we cordially
invite you to call or write.

Goodwin Clark CPCU
Vice President

Northbrook
National Accounts
Adivision of Northbrook Property &Casualty Insurance CaNorthbrook, illinois 60062
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J Check us out . . .
[2( Alarm Company Liability (including Errors & Omissions).
[* Security Guard Liability.
Ef Police Professional Liability.
9 Municipal General Liability.
[94 Public Officials Errors & Omissions.

1-800-531-7205 • 1-800-531-7224 • 1-800.292-5721 (Texas only)

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

San Antonio, Texas 78217

City sues 15 firms
to clean up dump

PHILADELPHIA-The city of

Philadelphia is suing 15 compa-
nies to force the cleanup of a site it
says was used illegally to dump
hazardous wastes for four years.

The suit, filed March 5, calls for
the companies to share the esti-
mated $10 million cleanup costs
and pay an additional $20 million
in "consequential" damages that
city officials say have delayed con-
struction of a sludge recycling
plant on the city-owned site.

The suit also asks for unspeci-
fied punitive damages, which City
Attorney Albert Slap said could
run into the hundreds of millions.

Philadelphia's action is believed
to be the first filed under the provi-
sions of the 1980 Superfund Act,
federal officials say. Specifically, a

CUClaims. Dilemnce #5.

t[O

forquality
coveiage.
'r he overall quality of an
1 insurance company's

claims service makes the dif-
ference beween satisfied
customers and those who

C
U

Insurance

eventually look elsewhere
for coverage.

That's why Commercial
Union takes claims service so

seriously We've established
strict uniform performance
standards for our claims

offices. And we make periodic '
reviews to ensure that those

standards for timeliness,
thoroughness, reporting,
reserving and overall per-
fonnance are being met.

The result? Consistently
prompt, efficient and fair

claims processing that
keeps CU policyholders
happy And keeps our
agents pleased to represent
Commercial Union.

Quality Control in Claims
Service. A difference you can
appreciate and one more
way claims make the differ-
ence at Commercial Union.

Commercial Union
One Beacon Street, Boston, Mass.02108

clause in the act allows plaintiffs to
sue for strict liability for the
cleanup and damage costs result-
ing from the dumping of haz-
ardous wastes.

From 1973 to 1976, the city-
owned vacant site was used as a

dumping ground for more than 20
million gallons of hazardous
chemicals, even though a permit
was never issued to the hauling
and dumping companies using the
site, Mr. Slap said.

The city has traced the use ofthe

57-acre site to 78 companies over
that period, 24 of which already
have settled by paying a total o f $2
million, Mr. Slap said. Negotia-
tions are continuing with another
39, leaving 15 that the city has "not
had too much success with" in ne-

gotiations and is suing, he said.
"This is something we can't let

the citizens of Philadelphia pick
up the tab on," Mr. Slap said.

None of the companies sued has
officially responded, Mr. Slap said,
adding it may be a while before a
hearing date is set.

"This is going to be a very
lengthy and expensive case to liti-
gate," he said. •

Special plan
covered

bull, china
By ELLIS SIMON

NEW YORK-Merrill Lynch's
famous bull-in-the-china-shop
commercial was no risk for the ad

agency.
The creative department at

Young & Rubicam forced the risk
of mishaps on the independent
production company hired to film
the commercial.

But the savy creative depart-
ment forgot to tell Y&R's risk
manager of their good work, leav-
ing him to believe that any losses
would have been covered under

the agency's package policy with
Atlantic Mutual Insurance Cos.

(BI, Feb. 2).
The commercial went off with-

out a hitch on a set outfitted with

$40,000 worth of antique china
subject to the meanderings ofMer-
rill, a bull used as the symbol of
stockbroker Merrill Lynch in its

advertising campaign.
"Include the china on your in-

surance schedule," Y&R's creative
department told the production
company. The china was insured
under a policy specially written for
the filming by broker S. Kornreich
& Sons Inc. ofNew York, the New
York office of underwriting
agency Albert G. Ruben Co. and
Fireman's Fund Insurance Co.

The policy covered injuries to
persons on the set and the bull plus
extra expenses and damage to the
props.

Young & Rubicam would have
been covered for damage to the
rented china, manager of risk and
insurance Rick Wright told Busi-
ness Insurance (BI, Feb. 2). The

agency's package policy, written
by Atlantic Mutual, would have in-
sured it as property in the "care,
custody and control" of Y&R's
Los Angeles office.

Mr. Wright said he learned of the
famous commercial after the fact,
but«added the agency requires pro-
duction companies to indemnify it
against liability for accidents.

Because creative people "occa-
sionally do crazy things like this
without telling us," Y&R's insur-
ance policy is written as "broadly
as possible," he noted. •
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editorial opinions letters f

Bustness Insurance welcomes letters from its readers Please keep your
comments as briefas possible and we reserve the nght to edit or shorten
letters for clanty or space Please send your comments to Letters to the
Editor, Business Insurance, 740 N Rush St , Chicago, Ill 60611

t-- Clarifying bill-paying
To the editor In Len I do not believe "risk manage-

.'483"'-0 I 066 {PRWEMTION I

Strazewski s article "If you pay ment" means the reduction of pre-
ln E-  your own medical bills, you can miums through the violation of

4 I save" (BI, Feb 23), I believe clarifi- policy conditions and, yes, out-
cation is needed or some smaller nght fraud It is better to eliminate
businesses can find themselves in the cause of the "medical only" in-
a Jam Juries than it is to cheat the rec-

\
-- Paying small medical compen- ords In the long run, it may well be

+ sation claims directly and not re- cheaper as well
I <MI porting the inlury to the insurer is J. W. S. Gallagher

TRope65/ONAA
\

'*U"B

a blatant violation of the condi- Rhodes-Gallagher Inc

tions of the workers compensation Madison, Wis
. policy (notice of inJury)

If the insured knowingly vio- • In the article, Mr O'Nan notes

9, 41 r¥J f Y#t lates the conditions, a few dollars thatattinjunes must bereported tomay be saved, but if that small the workers compensation znsurer
"medical only" injury later flows as required by law Thts, of course, '

I \

1
into a large compensable claim, pfrotects the pol:evholder and the
what happens to his coverage9 17:SureT from Surprlse claims even-

(5) Yl N #05 SW' w m & L Yes, the worker will be paid, but tually resulting from a minor in-
the insurer certainly has the right 31£77/ What Mr O'Nan is recom-
to look to the insured for reim- mending for cost reduction ts self-

How to sleep easier bursement The last sentence of pavment Of m:nor medical treat-
the statutory provisions section ment By paying someofthese bills,

states, "Nothing herein shall re- a firm's expense factor, as calcu-
heve the insured of the obligations lated by insurers, is tess, thus keep-

TF ONE OF THE primary purposes of in- we focus on the special risk of people as imposed upon the insured by the ing rates down. Even the minor in-
1surance is to give corporate executives a professionals. Whether or not you have other terms of the policy " Junes, however, are reported

quiet night's sleep, as the textbook says, professionals on staff in the same occupa-
then professional liability insurance is tions we've looked at, you can find useful Alarmed about backdating
more powerful than a whole flock of sheep. Information in these articles on how to pro- To the editor I read with interest iscontrary to one ofthe fundamen-

A liability suit charging a professional tect against the professional liability expo- "MGM buys backdated cover" (BI, tal principles of our industry
with failing to do his or herjob according to sure Feb 9) The incidence of catastrophic

professional standards ls the most crush- There is plenty o f loss-prevention work I must express some alarm, how- losses, insured or not, serves toever, that the acquisition of back- prove the case for insurance car- '
ing indictment that can befall a profes- to be done in this area, too, as underwriters dated coverage should attract such riers' premium reserves as op-
sional To be hit with such a suit, no matter of professional liability have told us It's publicity and, indeed, that insur- posed to risk retention by self-in-
how frivolous it may be, is unsettling, to not enough to be sure your professionals ers should allow such arrangement surance or limited cover The eli-

to become public knowledge As ent with gaps or insufficient capac-
say the least. know their Jobs members ofthe insurance commu- ity in his cover cannot rely upon

Handing the professional who has just nity, we all have common interest being able to proeure additional

been charged with not performing his or • You must be sure they know how to doc- in ensuring that all our clients ob- coverage at a future time
tam adequate coverage before a Michael J. Finlay

her Job properly an insurance policy that ument the effort they put into their work loss Aside from effects it may Underwriter

says, "you and we are protected against ex- and that they know the pitfalls to avoid have upon pending litigation, the Mentor Insurance Co (U K ) Ltd
orbitant legal costs and any judgments" from the experiences of others who may overt offering of retroactive cover London, England

helps mitigate the fear instilled by such a have been Just as professional but not quite
suit The professional won't spend sleep- as lucky in their work Addition to directory
less nights worrying about where the Take a look around your own organiza-

To the editor We were not listed
money will come from to fight the charges tion

No. of clients on retainer for:

m your recent directory of consul- 35
or how any Judgment will be paid. Which professionals among your fellow tants (BI, Feb 16) since we have Specialties: Audits, specifica-

We've never advocated purchasing in- employees could be sued tomorrow for a not been on your mailing list and tions, account management, fire
did not see the deadline for sub- protection and life safety engi-

surance just for the sake of holding an m- mistake in judgment or action that causes mitting information to you for this neering, association insurance ,
surance policy-especially when the msti- someone else a loss9 listing programs, professional liability

tution has the resources to finance its own Are you insured against such a sultf' Do Our firm is well established and captives
serves clients in all parts of the Compensation: Sr consul-

losses But if you don't have an insurance you have adequate funds to pay if there is a country except the West Coast We tants, $70 to $95/hr , jr consultants,
policy to hand your engineer, architect, Judgment against you9 would appreciate your publishing $40 to $65/hr , inside technical, $35/

lawyer or village trustee when the suit hits Are these professionals aware of the lia- our company statistics hr

Annual gross revenues in
the desk, you had better at least have a bility risks inherent in their jobs" Are they McNeary Insurance Consulting 1980: $890,000
promise at hand to protect that Individual's on guard against committing acts that Services Inc. Principal officers: William C

assets and deliver the assurance that what- could invite a liability lawsuit or leave P.O. Box 240367 Moore Jr, president, J Lanny
Charlotte, N.C. 28224

ever befalls your organization in this suit them defenseless in the face of onel'
Goode, T Stephen Helms, S Neal

704-5254481 Broome, Richard G Clarke, vps

won't cripple it. Answering the questions today and act- Year founded: 1956 W.C. Moore Jr.

This message comes through loud and ing on your answers will guarantee your Parent company: Booke & President

Co, Consultants/Actuaries MeNeary Insurance Consulting
clear in the articles our reporters prepared professionals-and you-a quiet night's Total professional staff: 14 Services Inc

for this year's special risks 1SSUe, ln which sleep the night after the summons arrives Total staff: 26 Charlotte. N C

DONALD A WALSH, ROBERT L NIESSE,

business insurance ® Advertising Director-New York Mtdwest Sales Manager-Chzcago

(212 986 5050, Ext 15) (312-649 5276)

Advertising distnet managers New York-CHARLES A HORVATH, JACK FORREST, TIMOTHY O'HARA Ch:-
cngo-DON MAHLMEISTER Asststant to Advertmng Director Los Angeles-LORI WEINSTEIN,New York-CONN-

the national newsweekly of oss preventzon, nsk.Anancing and emplovee beneAt management
IE MELE Production manager Chicago-FRAN PRYBYLO Promotton manager New York-RONNIE I DRACH-
MAN Plomotion/Research Asslstant New York-JOYCE BAIDA Assistant to the pubt:sher Chicago-CELIA MA-
LOUHOS Class:fied sales-BARBARA TOSHEFF

G D CRAIN JR founder (1885-1973)
MRS G D CRAIN JR S R BERNSTEIN RANCE CRAIN Published by Crain Communications Inc Chicago, HERBERT ZELTNER, g,oup up, ALFRED MALECKI, J J GRA-
chainnan of the board chairman, execut:ve committee president and editonal director HAM, S E COHEN, LOUIS F DE MARCO, WILLIAM STRONG, ROBERT W KRAFr, STEPHEN D GILKENSON,

KEITH E CRAIN DAVID J CLEARY JR ALFRED MALECKI ARTHUR E MERTZ, mee presidents, JAMES M FRANKLIN, up-.Anance and admmtstration, MERRILEE P CRAIN,
secretan/-treasurer executive vp-genemi manager up-pubhsher (New Yo,k) csststant secretary

KATHRYN J McINTYRE, editor (312-649-5286) Published weekly at 740 Rush St, Chicago, Ill 60611 (312-649-5200) Offices 708Third Ave, New York, N Y 10017 (212-
986-5050), Suite 1253 National Press Building, Washington, D C 20004 (202-638-5300), 6404 Wdshire Blvd, Los Angeles,

LORRIE GAWLA, managing editor (312449-5278) LEN STRAZEWSKI, sentor editor<featu,es & spectal reports Ca 90048 (213 651 37 10) $1 a copy $30 a yearin U S Canada and all other foreign add $14 for surface mail Europe and
JERRY GEISEL, Washington editor RHONDA RUNDLE, West Coast editor STUART EMMRICH, New York bureau Middle Eastonly add $32 forairdelivery First-class mailto Canada only, add $36 WILLIAM STRONG, uparculatton
chief VALERIE J BERG,copyed:tor JOHNMAES, asmstantfeatureseditor DAVE GALANTI, Agent/Broker Topics PAMELA JANOUSEK, circulation manager, ROGER DiGREGORIO. fulfillment director Circulation Dept-Chi-
editor Associates New York-ELLIS SIMON, MARY ANN MATLOCK (stcuYTeporter,) Chicago-EILEEN NORRIS cago (312 649-5227) Four weeks' notice tequired for change of address Send subscription correspondence to Circula
Dallas-STEVE SHERWOOD Ed:tonat asst CLAUDETTE EISENZIMMER Washmgton-MAISIE LEE (reportert lion Department, Business Insurance, 740 Rush St , Chicago, Ill 60611 or phone 312-649-5221 Telex 254248, Cable
researcher) MERRILL S SALTZMAN, gmphics editor/pmduction manager JOE FARACI, comorate art director CRAINCOM Microfilm copies are available from University Microfilms, 300 Zeeb Rd, Ann Arbor, Mich 48013 Micro-
MILT PRIGGEE, ed:tonat cartoonist MARY CAIRNS, photographer Correspondents Dallas-SHARON WATSON fic he copies available Bell & Howell, Micro Photo Division. Old Mansfield Rd, Wooster, Ohio 44691
(214-341 2006) London-STACY SHAPIRO (01)637-7961 San Franc;sco-CAROL G BLITZER (415 326 5429) Seat I

tie-WILLIAM CUSHING (206-624 7755) Southeast-MARGARET LeROUX (919-933 9106) Ed:tonal productwn as- ||.
ststant JOANNE WOJCIK O'HARE Proofreader DOROTHY PARR SNOWDEN

Member of Business Publications Audit of Circulation *ABP j

1



,)000

Ever wonder what most HPR insurers do
with your 3 year deposit?

They use it to feed their own interests.
They invest it. Earn dividends on it.

Expand with it.
And you gain nothing. Because you

can't make money on money you don't have.
At Commerce and Industry, we do

things differently.
With our HPR insurance, you not

only get the most fearless underwriters in
the field. And engineers who look at your

risks with enough know-how to offer alter-
natives instead of rejections.

But most importantly, you get an
insurance company that won't hog your
money by holding a three or even five year
deposit.

Because you pay just one year at a
time. And use the rest to serve your own
interests.

So the choice is yours.
You can go to someone else and let

them grow on your money.
Or you can come to Commerce and

Industry Insurance Company.
And use the same money to grow a

little yourself.

Commerce & Industry Insurance Co.

The AIG Companies.

For more information, contact Commerce & Industry Insurance Co., Dept. A, 70 Pine St., New York, N.Y. 10270.

Let us take the risks.
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Green sees dearth of profits from U.S.
By RHONDA L. RUNDLE

LOS ANGELES-If underwrit-
ing profits dry up in the vast U.S.
market, Lloyd's of London could
be forced to withdraw from it,
warned chairman Peter Green dur-
ing the Los Angeles leg of his o ffi-
cial stateside tour.

Such drastic action is unlikely,
he stressed, because Lloyd's un-
derwriters try through policy
wording, rating and deductibles to
reach a basis for insurance that

Lloyd's and its policyholders can
live with.

"But our names don't thank us

for making underwriting losses,"
he told Business Insurance during
an interview at the mid-Wilshire

Boulevard offices of adjuster
Toplis & Harding Inc. "Making
profits out of underwriting is our
sole justification for being in busi-
ness," he emphasized.

Discussions with U.S. under-

writers during his visit have con-
vinced Mr. Green that insurers on
this side of the Atlantic are also

alarmed about the drought in un-
derwriting profits. "They are won-
dering when the tide will turn and
what will make it happen," he said.

"Some people feel we need a real
catastrophic loss-possibly this
April 10 earthquake so freely pre-
dicted here," he chuckled. But
Lloyd's chairman doesn't think
that sort of catastrophe will turn
the business around because the

risk is very widely spread through
reinsurance.

"Reinsurance simply would
shrug off the loss, figuring it hap-
pened this once but it won't occur
again for a very long time," he be-
lieves.

"When the red ink is brilliant on

the bottom line, insurers will be
forced to charge the proper price
for their product," he predicted.
That should happen when claims
costs rise above the current 110%

to 115%loss ratios, or when thereis
a drop in investment returns, he
explained.

"Then top management of insur-
ance companies will have to 'bite
the bullet' and the word will go
forth to underwriters, branch of-
fices and agents that a basic in-
crease in rates must be obtained,"
he said. "Otherwise, business must
be turned away."

Mr. Green said there is as much

controversy in London as among
U.S. insurers on claims liability for
long-latent diseases caused by
substances such as asbestos and

diethylstilbestrol (DES).
Some insurers argue that liabil-

ity should be pinned to the time
that exposure to a harmful drug or
substance initially occurred.
Others believe the injury does not
take place until the condition or
disease becomes manifest.

"I don't know how this will be

resolved," said Mr. Green. "If you
argue it in a vacuum, you can make
out a perfectly valid argument for
both theories."

From the Lloyd's point of view
he added, "it is much better that
the claims should be related to

when a problem becomes appar
ent. The exposure may have oc
curred so long ago that insurers on
the risk at the time are no longer in
business-and where does the as

sured go then?"
The difficulty in accepting the

exposure theory is that it validates
a change in underwriting ground
rules from the time the claims are

paid, points out Mr. Green. These
claims filed in 1980 were not antici-

pated by the contract signed in
good faith by all parties 35 years
before.

A4ked if the exposure versus
manifestation conflict might make
Lloyd's underwriters wary of ac-
cepting large U.S. pharmaceutical

risks in the future, Mr. Green ad-
mitted that "to some extent, in
some people's minds, that's true."

He said he would prefer to see
these kinds of risks written on a

claims-made basis, as is now com-
mon with medical malpractice and
other professional indemnity cov-
erages. "It's a much tidier.arrange-
ment," he noted. "You don't wake
up to find you have claims dating
back 30 years that were never en-
visaged when you wrote the pol-
icy."

Inability to tie claims to a spe-
cific accidental occurrence is also

turning off interest at Lloyd's in
accepting U.S. chemical waste ex-
posures.

"We insure companies against
pollution accidents, cleanup and
those sorts of things that arise out
of sudden accidental causes," said

Mr. Green. "But U.S. ccmpanies
are seeking insurance against con-
tinuous seepage and escape of
toxic substances," he noted.
"There's not much interest in
Lloyd's in that."

Mr. Green said he had not spo-
ken personally with any officials in
the New Hampshire Insurance De-
partment but that Lloyd's U.S.
counsel, LeBoeuf, Lamb. Leiby &
Macrae, is in almost daily contact
with people there.

The New Hampshire Insurance
Department recently ordered state
excess/surplus lines brokers not to
do business with Lloyd's until it
supplies the department with cer-
tain statistical information it has
requested.

This information .s being
furnished to the department and

Mr. Green expects brokers to be
trading again in a matter of days.
He said Lloyd's has had similar re-
guests for statistical information
in the past, but that no one has ever
gone so far as to order brokers to
stop trading with them.

Relations with state insurance

commissioners are generally very
good, believes Mr. Green. Usually
state insurance departments con-
tact Lloyd's U.S. counsel before
taking strong action on a problem.
The New Hampshire action was
the exception, he said.

English product liability law is
not as liberal as in the U.S.-but
expansion is coming, believes Mr.
Green. In England and Europe, the
general public reads newspaper
accounts of large U.S. court
awards for product liability and
wonders why the same remedies

are not available to them.
"You would have to rewrite

whole sections of English law to
get to the state you've got to in Cal-
ifornia, but adoption of consumer
protectionism is preached loudly
at home," Mr. Green reported.
"Some people question whether
the trend hasn't already pro-
gressed too far."

Mr. Green said he could not fore-

see the fate of the draft law on

product liability under study by
the European Economic Commu-
nity. He noted that the EEC moves
very, very slowly.

A proposal to regulate insurance
written across national borders

has been in the works for 12 years,

reported Mr. Green. "If the EEC
product liability draft takes as long
to see the light of day as this, then
it's a long way down the road." .

Strengthen your marketing power and increase your profits by utilizing the
services of a member of the National Association of Professional Surplus Lines
Offices (NAPSLO).

NAPSLO wholesalers have the buying power to deliver the market you require at
the price you want, so there's really no need to pass up a new business prospect or
to forego competing for a renewal.

Member wholesalers act as an additional marketing arm that works expressly for
your agencyb benefit.

Save time and increase your profits.
NAPSLO members can find the specific market you need, when you need it.
In today's highly competitive marketing environment, time is money. So when

your prospective insured requires a specialty market with specific coverage and
attractive pricing, let your NAPSLO wholesaler go to work.

Then, you can spend more time writing classes of business you know and
like best.

Your bottom



business insurance, March 16, 1981 / 11

Hospitals may bill insurers for captive
HARRISBURG-Hospitals can

charge third-party payers for the
cost of capitalizing a malpractice
captive under a ruling by the 3rd
Circuit Court of Appeals here.

The case involved about 240
Pennsylvania hospitals that had to
put up $2.5 million in 1975 to form
Pennsylvania Hospital Insurance
Corp. when commercial insurance
was not available to them.

The Provider Reimbursement
Review Board and a U.S. District
Court had held that the hospitals
could not charge Medicare pa-
tients for their share ofthe capital-
ization costs.

The $62 per bed assessed by
PHICO was a cost related to pa-
tient care and is reimbursable un-

der Medicare, the appeals court
said.

Five Blue Cross plans, one Blue

around the states

Shield plan and Medicaid also face
reimbursement claims from par-
ticipating hospitals, said John
Russell, executive vp for the Hos-
pital Assn. of Pennsylvania. The
plans probably will follow the ap-
peals court ruling if there is no ap-
peal by Medicare, he predicted.

Microwave death
NEW YORK-The New York

Telephone Co. must pay $28,000 to
the widow of a forrner employee
who died after prolonged expo-
sure to microwave radiation in his

job, the New York Workers Com-
pensation Board has ruled.

The company, which self-in-

sures workers compensation, will
likely appeal the board's verdict to
the state's appellate court, a
spokesman said.

Employee Samuel Yannon, who
worked with television relay
equipmentatthetopofthe Empire
State Building, died in 1974 at the
age of 58 of"abnormal, premature
aging," a radiation specialist testi-
fied during the board's hearing.

Mr. Yannon had lost 30 pounds,
his sight, hearing and coordination
before his death. his wife said.

The ruling by the three-member
compensation board, reportedly
the first of its kind, reaffirmed an
administrative law judge's award
to the widow of about $28,000 in

retroactive benefits.

In affirming the law judge's rul-
ing, the panel said it found a direct
causal relationship between expo-
sure to microwave radiation dur-

ing Mr. Yannon's eight years of
employment and his disability and
death.

Pregnancy cover
MONTPELIER-All employer-

provided health insurance plans in
Vermont cover pregnancy and
pregnancy-related conditions on
the same basis as they cover other
medical expenses, the Vermont
Attorney General office has ruled.

The Pregnancy Discrimination
Act of 1978 requires an employer
of 15 or more workers to provide
such coverage. The new ruling ex-
tends this requirement to work-

Broaden your market access.
NAPSLO members work with admitted and non-admitted markets throughout the

United States and abroad. This extensive market access gives you the opportunity
to tackle business you might not normally undertake.

With a NAPSLO member working for you, your marketing potential is practically
unlimited.

Your financial strength for the future.
With over 400 active members, and more than $4 billion in ...

premiums produced annually, NAPSLO members have the
strength and resources to make your future more profitable.

6.6.9Talk to your NAPSLO wholesaler right away Your
bottom line will thank you for it.

For the NAPSLO wholesaler nearest you,
call or write to: '.. ,

Dale Bohm NAPSLO (404) 998-9075 .
RO. Box 1507 · Roswell, GA 30077

ine's best friend

places with fewer than 15 workers.
This rule applies for all em-

ployer-provided insurance, re-
gardless of who pays the pre-
miums.

Fraud probes
COLUMBUS-The Ohio Indus-

trial Commission saved nearly $3.2
million through its investigations
of potential fraud and abuse ofthe
workers compensation program,
says commission chairman Wil-
liam W. Johnston.

The investigations began in
1976. Savings included $1.7 million
in court judgments against indi-
viduals who dafrauded the State
Insurance Fund or stole and ille-

gally cashed state warrants.
'procedures within the commis-

sion and the Bureau of Workers
Compsensation are now providing
us with a high degree of control
against fraud and abuse," Mr.
Johnston said. "Persons who at-
tempt to defraud the workers com-
pensation agencies are subject to
servere penalties and imprison-
ment."

Director named
TALLAHASSEE Florida In-

surance Commissioner Bill Gun-

ther has appointed Gary Granoff
of Boston as the new director of

the Division of Insurance Rating.
Mr. Granoff will supervise the

Bureau of Rates, the Bureau of
Policy and Contract Review and
the new Bureau of Workers Com-

pensation, as well as the
department's efforts with medical
malpractice insurance and the
Florida Joint Underwriting Assn.

Mr. Granoff was director of the

Massachusetts Insurance Depart-
ment's State Rating Bureau, where
he scrutinized rate filings. Before
that he was an actuary with the
Florida Insurance Department
and The Hartford Insurance
Group.

Mr. Granoff replaces Mark Traf-
ton, who left The Florida Insur-
ance Department to set up a Talla-
hassee consulting firm.

New deputy
NEW YORK James W. Ran-

dolph was named deputy superin-
tendent of the New York Insur-
ance Department in charge of con-
sumer services, data processing,
real estate and research. He had

been special deputy superinten-
dent in charge of the department's
liquidation bureau since 1979. •

It may pay
to seEarate
your iexas
workers'

comp coverage.
Placing workers'
compensation with Texas
Employers' saved our
policyholders over $82.7 million
in 1980 alone. Even though the
state of Texas sets rates for all

carriers in Texas, we're able to
return savings from operational
efficiencies (yours and ours)
directly to our policyholders.
That's why many national
companies separate the Texas
portion of their workers'
compensation coverage.
Find out how separate Texas
coverage may pay off for you.
Call our National Accounts
Division at 214/653-8100.

Texas ErnpLovems,

insumanceAssoclaTIon
P. O. Box 2759

Dallas, Texas 75221

Employers insurance of Texas:
Texas Employers' Insurance Assn.
Employers National Insurance Co.
Employers Casualty Co.
Employers National Life Insurance Co.
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SPECIALISTS IN PROFESSIONAL

LIABILITY INSURANCE

© 1980 AFCO Credit Corporation

Premium Financing

• Lawyers and Accountants Professional Liability

• Exceptional Errors and Omissions Risks

• Administrators of Association Programs

HERBERT L. JAMISON & CO.
90 Park Avenue, New York, N.Y. 10016 • Area Code 212-490-7600

Keep state comp
plans: Erlenborn

NEW YORK-If the black lung
disability program represents the
federal government's track record,
insurers and employers should

fight like mad to keep federal regu-
lation out of workers compensa-
tion, says a U.S. congressman.

"It would be hard to find an hon-

est man who could say with a
straight face that the federal gov-
ernment could improve the state
record on the handling of workers
compensation progams," Rep.
John Erlenborn (R-Ill.) told the an-

nual meeting of the National
Council on Compensation Insur-
ance earlier this month.

Workers compensation pro-
grams the federal government has
taken over have turned into social

How AFCO
got to be
number 1
in premium
financing.

Getting there was easy. We were the
first company to offer premium
financing on a national basis. So
you could say we started out as
number one.

It meant growing: Providing special-
ists in marine, aviation, and other

areas of insurance, to keep up with
the knowledge needs of risk man-
agers and their insurance agents
and brokers.

But staying number one for over 26
years took some doing. But most of all, it meant developing

a countrywide network of offices
It meant building an organization of

staffed by capable, experienced and
capable, motivated people.

friendly people who care.
It meant providing superior service.

If you'd like to know more about us,
It meant being there with the funds- and the benefits of premium.financ-
year in and year out-in good times ing, please use the coupon below to
and bad. request our informative new brochure.
-------------------------

1 1

 Mr. Paul M. Holland 
 Senior Vice President, Marketing, AFCO, 10 Hanover Street, New York, New York 10004 
 Dear Sir:
 I'd like to know more about the benefits of premium financing. Send me your brochure. 
 Name
 Title
1 1

Company

 Address
 City/State/Zip

BIR 381 L----=--------------=----

welfare programs, Rep. Erlenborn
charged. He says this is especially
true of the controversial black

lung system which he says is a
"federal pension plan masquerad-
ing as a disease disability pro-
gram."

Black lung benefits cost the
country $2 billion a year and the
fund will have a deficit o f $1.6 bil-
lion by the end of 1981, Rep. Erlen-
born said.

He said lax standards for pay-
ments and the inability of the fed-
eral government to challenge most
claims has blown the program out
of its original proportion. Presi-

dent Reagan has proposed tighter
regulations to make the fund sol-
vent again (BI, March 2).

Federal involvement in any
other workers compensation pro-
grams would only push the cost of
benefits higher, resulting in higher
payouts by insurers and hiked pre-
miums for employers, Rep. Erlen-
born said.

He pointed to the experience of
the Longshoremen's and Harbor

4-* .
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Federal comp
has become

welfare, says
Rep. Erlenborn.

Workers' Compensation Act in the
District of Columbia, which is ad-
ministered· by the federal govern-
ment.

Since 1972, monthly benefits in
the district have increased 632% to

$456 a month, Rep. Erlenborn said,
In the same time, in neighboring
Maryland and Virginia, where the
program is administered by the
state governments, benefits have
increased to $241 from $106 and to

$199 from $173, respectively.
"The federal program cannot be

held up as one for the states to
emulate," he said.

Opponents of federal regulation
of workers compensation have an
ally in the White House, Rep.
Erlenborn said. He says deficien-
cies in current federal programs
will be attackedbefore there is any
further discussion of widening the
federal role in workers compensa-
tion.

"We have to correct wrongs in

existing workers comp laws that
transfer the responsibility from
the states to the federal govern-

ment," Rep. Erlenborn said.
"We have to amend the law, but a

change in philosophy (of the
Reagan administration) will be a
help." •



Dick Fuchs on franchises:
"The best things in life are free:'

multi-peril property /casualty inmrance for specialty lines. Witb its tailored to the needs of these groups, and based, in most cases, upon our
principal q#ice in Kansas Cit){ .Wissouri, SFO is now a division of tbe long experience with these groups. Often this includes association
Mission Insurance Group oflos Angeles. In a Iucent interview, Dick endorsement. And all of our advertising messages, from regional and
Fuchs, SFO President, addresses tbe special needs of independent national magazines to direct mail, refer the potential customer to his
insurance agents and tbeir clients in ligbt of tbe recent proliferation local independent agent.
of agency franchises. "Our in-house computer operations are believed to be the very
The common definition of an 'expert' is a person from best in the industry We have the data at our fingertips to provide
out-of-town. prompt quotations and policy issuance for a wide variety of businesses,

"But in the commercial insurance field, a recent survey indicated including supermarkets, bowling centers, racquetball clubs, ice rinks
insureds prefer to do business with their local, home-town agent. A qual- and country clubs.

ified local business person is in a better position to keep his finger on the "We have the ability to track all claims by computer, to see immedi-
pulse of his insured's special requirements and changing needs. ately the reserves on any claims, to isolate claims against any single class

"Can the independent agent become an expert in a spe- of business, to know immediately the loss ratio on an earned premium
cially class of business through the purchase of a basis on every account.
franchise and still maintain his close working rela- SFO is your professional source.
tionship with his client? "All SFO insure(is are personally inspected by pro-

"Possibly. But it is an unnecessary 4

> :f fessional engineers using SFO-created data formsmajor expense.
as well as photographic data. All SFO insur-"First of all, few of the benefits

exclusive to agency franchises are of ance programs are written through Best's
1

6 St,41*-
any real value to the customer of the 844F. 0

A or A+ rated companies.
"In short, SFO has been doing forinsurance product. The majority of .

4. 1%
 ts:, over 10 years what the franchises arethese services have been developed e- /c

*fC:22-4for the benefit of the agent, and, r. ...1 promising to do now. And SFO does it
..., at no extra cost to you or your client.of course, the agent is charged

.•552
r

accordingly.
7 We have the expertise, the man-

power, the computer power and the"Yet nearly all the sophisti-
on-going marketing programs tocated services touted by so many of 9-M.

0 i fr make you an expert in a wide varietythe new franchise groups are available 47. ; 3..

W of special lines."
at no cost tbrougb SFO, and tbey -

bave been for over 10 years! For prompt quotations at no
, ' PUVFT S. -

"SFO charges no franchise fees 1£**f-·'-- cost or obligation on special multi-peril
6

and does not require the independent
property/casualty insurance programs,

4. .)rdcEk>. "'
- ar call toll-free 800-821-7383.

agent to give up any of his freedom in - *,4 47

'4*selecting what is right for the customer that :35*'f. 4 :. '=,1- 1300 Mercantile Tower
5PY€5- '

.

he alone knows best. Yet SFO still provides YES 1 31Ka'1 Kansas City, Mo 64106
800-821-7383 81&221-9400

single source capabilities for high quality, INC.

.comprehensive programs at remarkably com- '»«-4.° 6...,-d' 9 Member Mission Insurance Group Incr a. -
r

petitive rates.
.

- P '3 Your Professional Sozirce.
Groups and associations.

"SFO offers the independent agent an oppor-
*d

tunity to penetrate many of the more compjex '» 9
545
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AND NBC.

Network television will expose millions of
TV viewers to the Big "I"

The biggest network TV advertising
campaign in IIAA history commences
YEAR TWO on March 9! And it will

include many of America's most-
watched shows. News shows. Sports
shows. Comedy shows. Movies. Plus
many other prime-time favorites. You
name it and we're probably on it! On all
3 networks! Before we're through,
millions and millions of your best
potential clients will see the advantages
of dealing with a Big «I" Independent
Insurance Agent.

YouR #*endent
insurance  GENT

SERVES YOU FIRST

The more-than-one-company
insurance agent

Independent Insurance Agents of America, Inc.
85 John Street, New York, N.Y. 10038

Over 126,000 member agents representing 34,000 agencies. More than
250,000 dedicated employees serving America's insurance needs.
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WE'VE SET THOUSANDS OF FIRES because we need
thousands of answers. How do fires begin? Do you
need a spark? What gives a fire its direction? How far
will a dust explosion spread?
A As one of North America's largest industrial insur-
ance companies, Arkwright-Boston knows the
better we understand fire, the better we can prevent
and control it. And controlling damages can help
control rates.

A Fire research has always been a priority with
Arkwright-Boston. At the 1500-acre Factory Mutual
System test site, the largest of its kind in the world,
we set thousands of fires ... to study sprinkler heads,
spray patterns,water pressures, flammability...all the
variables that make fires unpredictable. ARKWRIGHT-
A Some people think it's unusual for an BOSTON
insurance company to spend so much INUANCEtime bumi ng things down. We think it's ..1 4-, ,

the best way to keep tilings standing up· IMOST UNUSUAL
Arkwright-Boston. A most unusual INSURANCE

COMPANY

insurance company

1
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The case was cited by a sales-
man for Church Mutual Insurance

Co. in Merrill, Wis.

The insurance company now
says it can't prove the case ever
happened, and that variations on
the story are familiar to ministers
throughout the United States.

Church Mutual considers itself

the first to underwrite ministers

malpractice insurance, offering it
in a redesigned multiperil policy in
27 states since 1979.

"It's not a big premium volume
item," said a spokesman for the
company. "On the average, the en-
dorsement for $300,000 of liability
carries a $30 premium."

At Preferred Risk Mutual Insur-

ance Co. in Des Moines, vp Robert
Plunk agrees.

"The coverage represents a rela-
tively insignificant amount of pre-
mium volume, but we've been re-

ceiving requests to write it from
boards o f directors of churches."

"Whether or not a minister needs

the coverage depends a lot on his
location," noted Tom Evans,
spokesman for Utica Mutual In-
surance Co., another underwriter.

"If he's in a big city, he'd proba-
bly sleep better knowing he had
the coverage, but if he's out in the
sticks somewhere, I don't know if
it's worth it.

"The biggest benefit of the cov-
erage is the defense costs," Mr.
Evans added. "Whether or not a

clergyman is liable for something
he didn't do in counseling is aw-

fully hard for a jury to prove."
Almost all professional liability

policies for ministers exclude any
medical treatment such as shock

therapy or dispensing of drugs.
Most also exclude defense costs

18 / business insurance, March 16, 1981
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Ministers await outcome of liability suit
Continued from previous page
"Why shouldn't ministers who
counsel also be liable for their ac-

tions?"

The church's motion to dismiss

the case contends it violates the

confidentiality between a confes-
sor and his priest. It was rejected
by the Burbank Superior Court.
The precedent-setting case will go
to trial later this year, Mr. Barker
says.

Though the lawsuit against the
Rev. MacArthur is the first mal-

practice claim against a minister to
reach the trial stage, the example
of other professionals who have
been successfully sued for liability
has frightened church boards of
directors in most major denomina-
tions into securing the coverage
for their clergy.

The market for the coverage,
also referred to as clergymen's er-
rors and omissions, is quite lim-
ited, with less than a dozen insur-
ers selling it. Premiums are Iow,
typically less than $50 for limits of
$300,000. A $1 million limit can be
bought for less than $100.

A representative example is a
package policy for congregations
belonging to the Lutheran Church
in America that includes pastors
professional liability in a multi-

peril policy for the church.
Underwritten by Atlantic Mu-

tual Insurance Co., which has in-
sured churches since 1955, the pro-
gram is administered for the LCA
by broker Frank B. Hall & Co. Pre-
miums average about $25 for an-
nual aggregate limits of $300,000.

"It's a peculiar coverage," con-
ceded Michael Toner, the Hall bro-
ker who heads the church pro-
gram. "We get a lot of calls from
people asking what sort of social
climate do we have when people
sue their minister.''

Another impetus to the sale of

ministers malpractice insurance
was a widely publicized account of
a couple who sued their clergyman
for bad advice in marital counsel-

ing (BI, March 11, 1980)

for claims arising from actual or al-
leged sexual conduct.

An exception is the policy forthe
American Assn of Pastoral Coun-

selors underwritten by Cinva In-
surance Co in Columbus, Ohio,

which specifically includes de-
fense costs for lawsuits ar_sing out

of allegpd sexual misconduct.
The policy, developed by

Parkington Asscciates Ltd., an ex-
cess/surplus lines broker, was
market kd by brokerage Good &
Weister in Manlius, N.Y., and has
been available since last August.

The AAPC certifies counselors

A

who are also ministers, working in
30 centers providing outpatient
psychotherapy.

Real or imagined, the threat of
lawsuits has already changed the
way some ministers counsel, says
Wesley Aiken, chaplain at Duke
University Medical Center in

1

ed

; KEY

Durham, N.C.
"They're much more careful of

what they keep in written record
so that it can't be subpoenaed and
misconstrued as evidence," he
said. "Some of my colleagues now
keep no written notes whatsoever;
it's all in their heads." •
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Design experts fight back with cover
Continued from page 17
one o f the CNA insurance compa-
nies, since 1957. CNA virtually
held a monopoly on the line until
about 10 years ago, when Shand,
Morahan & Co. in Evanston, Ill.,
entered the market. Illinois R.B.

Jones has offered the coverage

A

A

A

A

t

through Lloyd's of London for
about 10 years.

With CNA and Shanel, Morahan
holding atout 80% of the profes-
sional liability policies for archi-
tects and engineers, the remaining
20% is split between five smaller
companies

1

They are Design Professional In-
surance Co. of San Francisco, Im-
perial Casualty & Indemnity Co. of
Park Ridge, Ill., Insurance Co. of
North America (INAX) of Chicago,
International Insurance Co. in

New York and Illinois R.B. Jones

through Lloyd's.

0 ....

..

CNA, the oldest and largest pro-
vider of professional liability in-
surance, has seen an increase in
claims and in severity of paid
claims since the early 1970s, says
Paul L. Genecki, vp at administra-
tor Schinnerer & Co. in Washing-
ton, D.C.

A LAGER ATED

BRUISED

DISLOCATION OR SPR
664.

SOUl@ r

"In the early'7Os, we saw a stabi-
lization in the claims," he said.
"There were about 16 claims br

every 100 firms every year. In 19;5,
that number jumped to almost 35
and in 1980 we saw a slight reduc-
tion. There were about 32 claims

per 100 firms a year."
An average paid claim in 19-0

might have been about $10,000
while in 1980 it was about $40,00),
Mr. Genecki says.

Shand, Morahan reports similar
figures with estimates that range
from 12.5 claims per 100 policy-
holders in the mid-1960s to about

30 to 33 claims per 100 insured in
the current market, says Richard
Gundlach, manager of the arch--
tects and engineers underwriting
program.

As underwriting manager,
Shand, Morahan offers five differ-
ent insurers. The top two are
Northbrook Insurance Co. in

Northbrook, Ill., and Potomac In-
surance Co. in Philadelphia.

Split between the seven insur
ers is approximately $300 millior.
to $400 million of premium volume
to be had, sources say. Premium
cost was highest in 1975, when a
policyholder would pay 2% to 10%
of its gross income in premium.

says INAX president John Van
Cleave.

"Now rates are only one-half of a
percent to 5% maximum of gross
income because ofthe severe com-

petition in the market," Mr. Van
Cleave said.

Many of the insurers last ad-
justed their rates in 1978, and six of
the seven say they don't expect
any rate changes through 1981.

Design Professional Insurance
Co. says rates may be subject to
change during the next nine
months, shows an AIA survey.

Although rates may vary from
company to company, most of the
seven that offer A&E professional
liability coverage offer a minimum
coverage of $100,000. Lloyd's of
London through Illinois R.B.
Jones is the exception, offering a
minimum of $50,000. Shand, Mora-
han and CNA offer a maximum of
$25 million in-house for coverage.

CNA says it can arrange as much
as $75 million on an "as needed ba-
sis." The minimum deductible is
offered through CNA at $2,000,
with the highest minimum deduct-
ibles offered through DPIC and In-
ternational at $5,000.

Sources offering the special cow
erage also say there is very little
difference between insuring an ar-
chitect or an engineer, although
many agree the architect is more
often sued than the engineer.

For that reason, says William
Turner, vp of underwriting at
INAX, the architect may have to
carry more coverage than the engi-
neer, "who is one tier removed
from liability," he said.

"The architect is held liable ad
infinitum. It's a real dilemma," Mr.
Turner said. "The rate relief is only
temporary, too. When we get back
into the hard market, it's going to
be tougher. Many design profes-
sionals are self-insuring their risks.

"It used to be that people were
sued as a last recourse. Now it
seems like it's one of the first
things to be thought of," Mr.
Turner adds.

"Everybody is litigation happy,"
agreed George Frankforter of
DPIC in San Francisco, an insur-
ance company owned by engi-
neers in private practice. For that
reason, the company, one of the
smallest of the seven, only does
business with private engineers.
"We don't want to pick up an expo-
sure the size of General Motors,"
Mr. Frankforter said.
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Design experts begin to fight back

Competition is holding rates
down, says John Van Cleave.

Continued from previous page
Although no one has a clear defense plan, many

report fighting the court system as a starting point.
Before court, though, there are several steps a de-
sign professional takes.

Besides being as careful as he or she can in the,
design and documentation of a project, the designer
can arm himself with all the knowledge available
about the current legal interpretation, including
new and varied exclusions and different types of
project insurance, says William D. Hooper, staff ex-
ecutive of the AIA in Washington, D.C.

While the AIA neither advocates-nor discourages
the purchase ofprofessionalliability coverage for its
members, the organization has put together a survey
of insurers that offer professional liability coverage
as a guide.

"We don't recommend any company over any
other or even that a design professional purchase the
special coverage," said Mr. Hooper of AIA.

"Because the vast majority of firms are small, the

insurance is expensive. It's not appropriate for us to
say whether or not an architect or engineer should
have the coverage."

He estimates about 50% of the design profes-
sionals go bare because of the high cost.

Many insurers and underwriters make a point of
emphasizing loss-prevention programs as one way
to avoid the litigation trail.

INAX has an ongoing loss prevention program for
its insured. highlighted by a bimonthly newsletter
and periodic seminars.

CNA and Schinnerer & Co. established an Office

for Professional Liability Research back in 1972,
when the company realized it needed a clearing
house for organizing and distributing loss-preven-
tion material to its policyholders.

In addition, CNA annually offers more than a
dozen seminars across the country that provide poli-
cyholders with technical, insurance and legal infor-
mation, regularly updated to include the latest case
law developments and liability topics.

Wethrive on '
companies that

, pay too much
 for insurance. 

ur biggest satisfaction comes
from helping companies that
pay too much for insurance.

When they turn to us, it's often a trib-
ute to our specialty: Reducing premi-
ums by reducing risks.

Risk reduction has become such

a science with us that few brokers can

compare. We have a staff of top
engineers that will give your company
the most thorough going-over.
We work with an alacrity seldom seen
in any business.

But don't let our youthful enthu-
siasm fool you.We're 129 years old.
We've been finding more feasible ways
to insure companies since 1851. --

And our people have a history f
of staying with us. So those who
serve you now will be there

to serve you again.Y6u get consistently
supenor service.

But although we offer you the wis-
dom of our years, we also offer you
our foresight.We lock beyond reducing
risks to how your company will be
affected if some mishap actually occurs.

The Dale team wi[1 suggest
better ways to protect your holdings.
We don't want an accident in one

part ofyouroperation to cause down-
time and reduced profitability in
another.

So ifyou've got a feeling you could
be paying less for insurance,

we've got offices right across
Canada you can call.

We're Dale & Company.
The largest broker owned

by Canadians.

Dale & Company Limited
Insurance Brokers

Offices at: St.john's-Corner Brook-Grand Falls-Halifax-Montreal-Ottawa-Toronto
Hami/ton-London- Windsor-Winnipeg-Calgary-Edmonto 4-Pancouver

Head Office: Box 18,Toronto-Dominion Centre,Toronto, Ontario MSK 1B2.
Telephone: (416) 366-4645

Seminar
tries to cut

A&Eloss
Beat those leaky roofs!
Shand, Morahan is starting a

new loss avoidance program
aimed at helping architects and
engineers counter the major
source of claims against design
professionals: leaky buildings.

The University of Illinois-Chi-
cago Circle School of Architecture
and Art, in conjunction with the
Chicago chapter of the American
Institue of Architects, is joining
Shand in presenting the seminar,
"Wind and Water Penetration of

Vertical Surfaces."

"There are three causes of loss,"
says Shand, Morahan's Roy Vince,
assistant vp of architects and engi-
neers claims. "There's greed, igno-
ranee and carelessness. We can't

do a lot about greed and careless-
ness, but we can address igno-
ranee."

The leaky roof syndrome is also
the "typical" claim seen at CNA,
says Paul Genecki, vp at Victor O.
Schinnerer & Co.

"The explosion in new products
has helped to create part of the
problem," Mr. Genecki said.
"Some are too sophisticated for
easy installation. But a big cause is

that the owner of a project will
want to cut corners.

"He does that one of two ways:

He skimps on the roof or the air-
conditioning and heating system
because those are two areas that

can't really be seen. If an architect
OKs a substitute material for a roof

other than the material originally

specified, then it's his fault if
there's a problem," he added.

Another typical claim, Mr.

Genecki says, results from struc-
tural problems in buildings.

"The key here is that ifa building
goes up and seems fine for many
years, but is later found to have a
structural crack, the architect or

engineer may be liable to fix the
problem at 1981 prices," he ex-
plained.

"When claimants decide to sue,

they think of all the other little
things they're not happy with in
the particular building so that sev-
eral contractors and subcontrac-

tors are named in the litigation
along with the main designer and
engineer.

"These lawsuits take a lot oftime

because of the numbers of people
involved. Then the judge puts the
case at the bottom of his list be-

cause he can tell by looking at it
that a number of professionals are
named. It all amounts to a lot of

time and money," said Mr.
Genecki. .
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Brokers! - don't confuse activity with results
Are your current markets responding with the price, service, flexibility and innovation
you need to get that account . . . . and keep it ? If not-call us!

We offer immediate quctes for

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

THE COMPANY
THE 7EAM

49hQ)006(Dil)Ne 8 tren Ted Dipple
Steve Lcckwood

**onzlld Candy Hallett
131 State Street Kathy Ccrnor

Debbie Di Gregorio
Boston, Massachusetts 02109 Kathy Bouras
617-367-3234 Tdex 921712 Annie Keefe
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City E&0
Public risk officials

split on need for policy
By STEVE SHERWOOD

McALLEN, TEX, risk manager

Joe Marino is glad his city has a $1
million errors and omissions pol-
icy for its public officials.

He hopes the surplus lines pol-
icy, which costs McAllen $11,000 a
year, will cover defense expenses
incurred in a pending police bru-
tality/civil rights violation suit
against the city and its mayor.

The suit, filed April 7, 1978, by

YourBestBenefit
PackageIncludesPAID
By adding PAID Prescriptions - you get the plan
that saves you moiey by eliminating wasteful
abuse, minimizes clerical errors and ensures
tighter claims controls.

If your plan doesn't have PAID's benefits, you're ,
missing a lot. And if you have another drug , /
or vision claims processing plan, find out
what you're missing.

PAID Prescriptions adds that essential
"plus" factor that does much more for
you.

First, we cover vision and hearing as
well as pharmaceutical claims. And
because we pay claims quickly and
accurately, the PAID card is wei-
comed by moretha-160,000 providers
in the 50 states, Canada, Puerto Rico
and Guam.

Second, we're part of Computer Sci-
ences Corporation, the world's leader
in information services. Our finan-

cial stability means we'll be here .-
when you need us.

Third, through our remote com-  ¥,
puter network, INFONET, we are r 'al

able to verify eligitility for bene-  ***,
fits online sothat you have access 2 0 ..-..<4 4
tothis important information when
you need it.

.90*

Fourth, we're·a totally independent third-
party claims processor. Your interests are 6ur
interests, and we'll manage your claims pay-
ment dollars as if they were our own.

F0th, PAID's ident fication card production facilities
iave setthe standard forthe industry. With the most
-nodern equipment and thoroughly trained staff, our
jaily card production turnaround time is substan-

lially oetter than our competitors.

- _ Andsixth, PAID's computerized audit of claims
saves morey - often it saves enough to

coverournominal administrative fee. PAID's

audit system reduces invalid claims and
eliminates over-charging and errors.

Six good reasons to learn more about
PAID. If you don't your competition

Will.

Get your information package
by calling (800) 631 -1679. Or,
mail the coupon to P. 0. Box
434, Paramus, New Jersey

07652.

Yes, I'd like to learn more about

PAID Prescriptions. . .

0 Please have a salesman call

0 Send me your b-ochure

Name

Company

Ajjress

City

Te p.phnnp

PAID PRESCRXPTXONS
A Subsidiary of Computer Sc ences Corporation

Major Offices and Fac Nes Throurout the United States

State 7ip

200 American Agricultural Move-
ment members, seeks $10,000 ac-
tual and $50,000 punitive damages
for each member from the city,

Mayor Othal Brand and the county
of Hidalgo for their roles in remov-
ing protesters from a Texas-Mex-
ico bridge in 1977. The AAM
blocked traffic to protest importa-
tion of Mexican produce.

"Our policy reimburses defense
costs up to $1 million, with a $2,500
deductible, for wrongful acts suits
brought against the mayor, city
council, public utilities board and
city employees," Mr. Marino said.
The city purchased it several years
ago and it has indeed provided
coverage in certain instances.
Whether or not it will cover this

latest suit remains to be seen.

"Wrongful acts is such a gray
area and there are so many exclu-
sions I can't say for sure," he said.
"But Iwouldn'twanttobewithout

it."

The policy was purchased from
International Surplus Lines Insur-
ance Co. in Chicago.

Some municipal risk managers
share Mr. Marino's belief in the
need for separate E&0 policies to
protect local officials, or have
E & 0 endorsements added to

their general liability policies.
"Florida has a state law that says

plaintiffs not only cannot recover
damages from city employees, but
also cannot even name them in

suits," said Glenn Simpson, risk
manager for Tampa, Fla.

'Wrongful acts is
such a gray area,'
says Joe Marino.

"It was passed last July and
eliminates the need for E&0as

long as an official acts within the
scope of his duties."

Claims can still be brought
against the city, but the law limits
damages to $50,000 per individual
and $100,000 per occurrence.

"All this could be thrown out by

judicial fiat," Mr. Simpson said.
"Just because the odds are with us
doesn't mean courts won't allow a

claim to go through. But I would
take the posture that our cornpre-
hensive general liability policy
would cover councilmen acting
within the scope of their duties."

Tampa is self-insured up to $1
million, but has a $10 million ex-
cess policy with Puritan Insurance
Co. of Atlanta.

Despite Mr. Simpson's confi-
dence, the city's two pension
boards demanded E&0 policies.
"They were threatening to quit
without it," he said. He located the
policies, but the boards pay for
them out of their own budgets.

Tampa's police and fire pension
board pays $5,000 a year for $5 mil-
lion in E&0 coverage, while the
city's general employee pension
board pays $6,500 a year for $10
million in coverage. Both policies
were purchased two years ago
from Aetna Insurance Co.

"The boards oversee manage-

ment of pension fund assets and
decide who receives pensions,"
Mr. Simpson said. "I can definitely
see potential civil rights suits."

Continued on page 24
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Guess how many people on this page
will work beyond normal retirement.

Your estimate is probably too low. Unless you've seen
the recent study, American Attitudes Toward Retirement
and Pensions.

This research, commissioned by Johnson & Higgins
and conducted by Louis Harris and Associates, reached
executives at 212 leading companies as well as 1,699
current employees and retirees.

Our findings call into serious question many currently
held assumptions. For instance, many past reports suggest
that only 10% to 25% of the work force intends to stay on.

Harris finds that 51% intend to stay at work, full or part time.
Furthermore, though executives think guaranteed

income and vesting are the most important things in
pension plans, employees don't think so.

The wealth of reliable information in this study can
help you shape employee pension programs to cope with
changing conditions and attitudes.

You are invited to review both the Harris study
and two newly developed J&H pension planning analytical
tools (BAI and GAIN)*. Simply call any J&H office.

'- Benefit Adequacy Index and General Adjustment for Inflation

Johnson*Higgins
The Private Insurance Broker/ Benefit Consultant. We answer only to you.

EMPLOYEE BENEFIT AND ACTUARIAL CONSULTING; RISK AND INSURANCE MANAGEMENT SERVICES THROUGHOUT THE WORLD.
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Public risk officials split
on need for E&0 policies
Continued from page 22

Tne risk manager for a large Sun
Bel. city says he recommended
aga.nst buying E&0 coverage for
its public officials.

"ln my evaluation cf policies, I
found they excluded so many
thir.gs that if we had any liabilities,
they fell into the exel-is.ions," he
saic. " You have to be careful or

you can wind up buying nothing."

Cities and counties are vulnera-

ble because they do no: have a
good feel f'or their liabilities, he
says. "Ifan official does not violate

any laws, the fact that he does
something stupid does not mean
he loses sovereign immunity."

However, if he in fact violates

someone's civil rights, sovereign
immunity is no protection and nei-
ther is an E&0 policy, he says.

4

AWHOLE NEW TREE.
One of America's newest reinsurance companies wears
a very old and respected insurance rame: NWNL.

And though this company is young, the people who
make it work have considerable

experience.
The NWNL Reinsurance Company.

Young. Experienced. And growing.

NWNL REINSIJRANCE COMPANY

Box 20: Minneapolis, MN 55440 NWNI,
TWX: 910-576-0230 · Casualty: 800-328-7402 RE
Property: 800-328- 4805 · 612-372-1868

"Discrimination is picked up by
federal law. Policies would not

cover you for wrongful acts de-
fined by the criminal code."

Some policies, however, cover
discrimination losses.

Before buying a policy for its of-
ficials, a municipality should care-
fully map out its exposures to lia-
bility to be sure it protects them
where they need it, he says.

Oceanside, Calif'., and Fond du
Lac, Wis., are similar in that nei-
ther carries a separate E&0 policy
for public officials. Both protect
their people through endorse-
ments on their general liability
coverage.

"We included it in general liabil-
ity about five years ago and the
premium is almost negligible,"
said George Ahrens, Oceanside
risk manager. The policy is under-
written by Admiral Insurance Co.
and limits E&0 coverage to
$10,000.

"It has not been tested-there

have been no claims yet," he said.
He took the precaution because
"people are fallible and I'm not too
sure sovereign immunity would
hold up these days, especially with
all the civil rights cases coming to
trial."

Fond du Lac risk manager John
Blassic says Wisconsin law limits
municipal liability to $25,000 per
occurrence, but recent court dec'i-
sions have made him unsure it will

be upheld.
"Once someone pierces the

'Be careful or you
can wind up
buying nothing.'

$25,000 limit, we could be open f()r
it," he said. "The potential for a big
loss is there."

His city has an endorsement on
its $500,000-limit Home Insurance

Co. general liability policy for
$25,000 in public of'ficials E&O
coverage. The endorsement ap-
plies to elected or appointed ex-

ecutive o fficers or members of any
municipal board or coinmittee act-
ing within the scope of their du-
ties.

The annual premium for general
liability insurance is $29,000.

"It is going to be a major prob-
lem," Mr. Blassic said. "In the fu-

ture, I will be looking for more cov-
erage, even if I have to do some
cutting elsewhere to f'ind funds."

Donald Koester, risk manager
for Orange County, N.Y., also sees
a definite need for E&0 protec-
lion for county officials, especially
in urban areas.

''New York is an area where it is

needed," Mr. Koester said. -There
have been a lot of suits and the

laws are so liberal they expose
public officials to risks not usually
covered under general liability."

He purchased a$5 million E&0
policy from Forum Insurance Co.
of' Chicago last July. The policy
costs less than $50,000 with a
$10,000 deductible and covers le-
gal defense fees.

Legal costs can be the single big-
gest expense of a suit, larger than
some judgments, Mr. Koester says.
Win or lose, the municipality must
still pay them.

A number of markets are en-

tering the public officials E&0
field. Several have been writing
policies for years.

They include: International Sur-
plus Lines, a subsidiary of L.W.



Biegler in Chicago; Unimark-Mc-
Donald of Dallas: Forum Insur-
ance Co., and Midland Insurance
Co. in New York.

Those recently entering or plan-
ning to enter in a big way include
Shand, Morahan & Co. in Evan-
ston, Ill.; INAX Underwriters
Agency Inc. in Chicago, and
American International Group
through National Fire Insurance
Co. in Pittsburgh.

Bruce Henriksen, manager of
nonprofit directors and o fficers lia-

bility for International Surplus
.Lines, says his firm has a $10 mil-
lion in-house capacity and a

$500,000 lower limit for public offi-
cials E&0 policies.

The McAllen policy, with an an-

nual premium of $11,000, is costly.
But ISL probably would not go be-

low an $800 premium for a three-
year policy, Mr. Henriksen said.

Unimark-McDonald chairman

Charles Terrell became aware of

the need for public officials liabil-
ity coverage while serving on the
Dallas City Council.

"That was four years ago. As a
councilman, I experienced a suit
attempt that made me aware of the
exposure," Mr. Terrell said. The

A $1 million limit

is usually enough,
say underwriters.

council turned down a pool hall
permit and was sued on an alleged
civil rights violation.

"When I got off the council, I

talked to the International City
Management Assn., and through a

series of meetings with them and a
seatch of the market, came up with
a package they endorsed." Mr. Ter-
rell said.

Unimark-McDonald sells a $1
million policy covering defense

costs of employees and elected or
appointed officials sued for al-
leged wrongful acts involving dis-
crimination, civil rights violations
and zoning or building permits.

An underwriter for the company
says $1 million is usually enough
E&0 coverage, adding, "We have
never paid a claim for more than
that."

Though Forum Insurance Co.
can write policies up to $5 million,
claims manager John Pasquini
says most are for a flat $1 million.
Stewart Smith, Mid-America un-
derwrites Forum E&0 policies.

"We have about 1,600 open files
now, pending lawsuits." he said.
"We seem to do about 95 per
month. A lot of them arise from 10-

cal political disputes."

Forum policies insure a public
entity and persons elected or ap-
pointed to office or full-time mem-
bers of boards and committees. It

also covers employees working
more than 20 hours per week.

"They don't cover automobile or

personal injury damages," Mr.
Pasqujni said. ."If we get a mixed
criminal-civil pleading on some-
thing like civil rights, we would
not cover the criminal aspect, but
we would cover defense costs on

the civil."

Shand, Morahan & Co. does not

have a full-fledged E&0 program
for public officials as yet, but Don
Brayer, assistant vp of production
and marketing, says the firm is
developing one and has been for
sonne tirne.

"It is not the hottest project in
the works, but is coming along,"
he said. "We are not defining what
we will provide at this time, but on
all programs, with minor excep-
tions, we offer a $25 million capac-
ity."

John Van Cleave, president of
INAX, says his company began of-
fering public officials E&0 just
two weeks ago.

"It is a veIy new product. We will
be looking at cities with popula-
tions up to 1 million, but would not
want to touch any of the bigger ur-
ban areas like Chicago," Mr. Van
Cleave said.

"They are under such big pres-
sures of taxes, costs and corrup-
tion that anything could happen.
We aren't geared to writing risks
that large."

E & 0 will be marketed in con-

junction with general liability poli-
cies as well as without, Mr. Van
Cleave says.

"There is some advantage to

having the E&0 with general lia-
bility, since costs not covered by
one might be covered by the
other," he said.

INAX is a large E&0 insurer of
school boards, writing policies
ranging from $1 million to $10 mil-
lion, with annual premiums for the
average $2 million policy at $1,000
to $2,000. •
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The large account
WND/1/1 ARK enough to think that $100,000 accounts need special treat-

wants to handle large accounts (and we're small

ment). We want to show you how we can shine on your account (anywhere in the
U.S.). Here are some ways we can be flexible for you.

• Specially Designed Plans
• Access To All Foreign & Domestic Markets

•Captive Feasibility Studies & Management
• Administration Of Self-Insured Accounts

• Excellent Reinsurance Connections

Through offices in the southwest and Bermuda, the Bahamas and the Cayman
Islands, Landmark can work wonders for you! Give us a try and

THINK OF IAND/VIARK
Mr. Charles C. Caldwell, Executive Vice President

The Landmark Insurance Group, Inc.
1515 Classen Blvd. • Oklahoma City 73106

405-521-9911
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To win in the pros you have to play team
basketball. If you let your superstar
center try to do it all, you'll probably
lose.

It's the same in the insurance business.

Winners rely on teamwork. That's why
Argonaut works exclusively through
independent agents and brokers. We
want our insureds to have the combined

expertise and experience of two
insurance professionals.

Whether you need workers'
compensation, hospital liability, or other
commercial casualty lines, we're always
ready with affordable, quality coverage.

Independent Agents, Argonaut, and You.

The winning combination.
.

140'Argonaut
Whm, popi tak your budness merioualy.

National Specialists in Workers' Compensation and Hospital Liability
250 Middlefield Rd.. Menlo Park. CA 94025 (415) 326-0900
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Attorneys

Serving over 150 insurance companies. We offer quick, efficient
computerized processing and adjustment of your subrogation
Claims. Current status reports-Reasonable contingent fees.

Send for FREE Brochure
Home Office: 163 Northfield Avenue

West Orang:, New Jersey 07052
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Insurers rush to protect
lawyers from malpractice

By STUART EMMRICH

NEW YORK-Scared out of the

market in the mid-1970s by big un-
derwriting losses, insurers are now
back scrambling among them-
selves to offerprofessional liability
insurance to lawyers.

This recent influx of competi-
tion is driving prices d wn, often
by as much as 25% to 50%, and

broadening coverage for the
nation's law firms.

As many as 25 insurers offer law-
yers malpractice insurance, in-
cluding six captives sponsored by
state bar associations and a mutual
company made up of about 50 top
law firms, according to the Ameri-
can Bar Assn.

Better loss experience, im-
proved understanding o f the risks

66Dear IRI:
I 'm familiar with

your experience in
factory coverage. But
what kinds of commer-
cial propertiesdo you

0.

underwrire? goes far beyond factory coverage.
 IRI's commercial property experience

From hospitals and universities. Office buildings and
troadcast studios. T6 data processing centers and freight
handling terminals. Whatever the risk, Industrial Risk
Insurers delivers the same underwriting expertise and loss
prevention engineering that has made us a leading
international insurer of industrial properties.

IRI can provide property insurance programs for com-
mercial risks of many types and
sizes. We offer competitive rates on
property damage, builder's risk, DIC 1dustrial
coverage, and more. And back
them up with a high level of ser-
vice. To learn about the wide spec- 91% 7
trum of commercial facilities that we linsurers
can insure, send in the coupon below. 03

I'd like to know more about IRI capabilities and experience.
Please send me your brochure, "Property Insurance for

Non-Manufacturing Faci ities."

Name

Title

Company

Street

City State Zip

Mail to: Communications Department,
Industrial Risk Insurers, 85 Woodland Street,
Hartford, CT 06102.

,

1

81316 I

IRI. We can help.

involved in covering lawyers' ac-
tivities and a more sophisticated
underwriting approach have con-
Jributed to the insurers' confi-
dence in their ability to make a
profit.

"Around 1975-76, there were
only about three insurers writing
this coverage: us, American Home
and St. Paul," explained Shand,
Morahan vp Don Brayer. "It had
been a small line of business for

most other companies and they
felt they were getting burned. So
they got out."

Attorneys were seen as espe-
cially vulnerable to suits after a
landmark case in which a court

held a lawyer liable for a client's
false or misleading statements in
financial transactions over which

the Securities and Exchange Com-
mission had jurisdiction.

"Things have changed in the last
year and a half as losses improved
and other companies saw that we
survived. Now there is a lot o f com-
petition again," Mr. Brayer said.

"There is no problem whatso-
ever in finding insurance for law-
yers now," agreed Joanne Felix,
staff director for the legal services
group of the ABA. "Prices are
coming down and we can find cow
erage for just about all profes-
sional acts."

Most observers also agree that
when lawyers malpractice policies
were being written in the early
1970s, a lot of the rates were based
on guesswork. Now insurers claim
a track record and a better idea of

losses they can expect.
Industry observers say the cur-

rent claims level can range from
one to 2.8 per 100 lawyers covered
by the policies.

Claims data is expected to im-
prove even more this year as the
ABA joins with insurers to set up a
central reporting center for all mal-
practice claims to keep abreast of
the number and the type of claims
filed.

Loss experience has also im-
proved in the past few years, mak-
ing lawyers malpractice a more at-
tractive business for insurers.

Mr. Brayer said his firm has been
chopping rates as much as 25% in
the past year, while other industry
spokesmen say renewal premiums
can sometimes be cut up to 50%.

Premiums vary by size and geo-
graphical location of the firm, but
for an often standard $10 million
policy, premiums can range from
about $4,000 to more than $35,000,
say several industry sources.

Coverages can provide limits of
$100,000 to $25 million, with de-
ductibles often starting at $1,000
and sometimes going as high as
$500,000 or $1 million.

Insurers also compete with the
six captives formed by state bar as-
sociations in Texas, California,
North Carolina, Ohio, Oklahoma
and Oregon. Another significant
entry into the market in the past
year is a mutual company formed
by 52 law firms. Called the Attor-
neys Liability Assurance Society,
it was formed in Bermuda to pro-
vide coverage to large firms out-
side of New York City.

Lawyers can now find coverage
for most of their actions, including
those involving work with securi-
ties, said the ABA's Ms. Felix.

Shand, Morahan also has just in-
troduced a companion policy to its
professional liability coverage, a
five-part master plan that covers
property, special general liability,
outside directors and officers lia-

bility and inside fiduciary liability,
comprehensive umbrella liability
and comprehensive lawyers blan-
ketbond. .
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0 KILLED BY FIRE, G
SMOKE AND PANIC 
.IN BOSTON RESORT ' 0

DEADEXITS ' Major
j>Terror Piles Up Victims

as Flames Sudden
Engulf Night Club .0

SERVICE MEN TO RESCUE
Many of Them Perish Girls

of Chorus Leap to Sately
150 Are injured

6 81 )STON. Siinday, Nov. 29.
1942 - More than 300 persons
-perished early this morning in .

4 flames, smcke and panic in the
Cocoanut Grnve Night Club.

< The estimate of the deadcame at 2 A.M. from William
Arthur Reilly, Fire Cominis-
sioner, as firemen and riggers
searched :he ruins for addi-
fional bodies. It was disaster

Snprecedented in this city.
Therhiefloss ofliferesui:,d

/ from :he screaming, cle\wingcrowds that were wedged in
al-the enrrences of the club.Smoke took a terrific toll of '*

ere urne

When catasfrophic foss strikes,
you need #o know fha# your
reinsurer has #he financial

s#reng#h fo wea#her #he storm.
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North American Re has that financial strength. Together with our parent company Swiss Re,
we've been helping paythe cost of major catastrophic Icsses sinze the beginning of this century.

In that t me, we've built one of the strongest, most professional reinsurance companies in
the world.

At North Arnerican Re, our Treaty decartment has client rel Btionships that stretch back for
dezades. Our Facultative deparlment is stalfed with solid, experienced underwriters.
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North Sea
Oil Matfor

Collapse
S.'y: ' LONDON, Friday, March 28,

1980-An oilfield platform with
0 more than 200 people on board A collapsed in the storm-lashedNorth Sea, tossing many into« the water and trapping an esti-**' mated total of 50 in a section

that appeared to be submerged.More than 60 people were be-lieved to be missing.
A large-scale rescue opera-tion, which was to include the

use of diving bells, was under
way in the disaster, one of the
worst in the history of offshore
oil operations. As of early this
morning, 91 survivors had beenplucked from 30-foot waves.
British helicopters search oper-ations were resumed this morn-»: ingafterbeingcalled offbecauseify, of Poorvisibility, highwavesand. strong winds.
208 people were aboard thestructure when it collapsed.
Sixteen of those rescued

clambered onto an adjoining
platform with others taken fromli e s and rafts. Fear

0

NOETH AMEBCANAnd our support services, includingCIaims, Actuarial, Financial and Risk Engineering,
make us a complete reinsurance resource.

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

For nearly 100 years, that philosophy has protected you. And us. RE
NORTH AMERICAN REINSURANCE CORPORATION 245 PARKAVENUE NEW YORK, NEW YORK 10167 TELEPHONE 212-949-6200
ATLANTA, BOSTON, CHICAGO, DALLAS, DENVER, HOUSTON, LOS ANGELES, NEW YORK, PHILADELPHIA, SAN FRANCISCO, SEATTLE
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Realtors encounter litigation explosion
By RHONDA L. RUNDLE

"Don't warry about the roof, it's
fairly new,' an eager, but naive
real estate salesperson tells a Tro-
spective buyer.

The deal is closed, the parties
shake hands and the client moves
in. Then the first rain drops acid on
the realtor's friendly relations with
the buyer.

The roof leaks.

The disgruntled homeowner
hires a lawyer and sues the agent
for malpractice. Even if the rea:tor
wins the snit, legal defense ex-
penses can be devastating. Dam-
age to the agent's professional rep-
utation ma> be even more cosgy.

"In this age of consumerism,
realtors are finding themsehes
more and more often the target of

lawsuits, laments Vincent J.
Schmitt, owner of a realty firm in
Texas City near Houston and vice
chairman of the professionalliabil-
ity insurance trust of the National
Realtors Assn.

Malpractice suits have been a
threat to realtors for many years,

but the recent explosion in litiga-
tion is a new phenomenon, says
Mr. Schmitt. "If something goes
wrong for the buyer, he hates to
admit he was a chump and looks
for somebody else to blame."

Realtors started to notice the

new attitude about five years ago,
reports Mr. Schmitt, just at the
time one ofthe nation's largest and
oldest writers of realtor's profes-
sional liability insurance tempo-
rary withdrew from the market.

When Equity General Insurance
Co. in Los Angeles returned to the
scene a short time later, rates had
quadrupled. "Some people didn't
think it was worth paying so
much-they decided to ride the
tide without insurance," recalls
Mr. Schmitt.

But the rising incidence of suits
created a clamor of grass roots de-
mand among realtors. The Na-
tional Assn. of Realtors, a Chicago-
based trade association with
750,000 members, canvassed the
country to find an insurance com-
pany willing to work with realtors
to create a new policy.

Insurance Co. of North America
was the only taker, according to
Mr. Schmitt. Other large insurers
weren't interested, he says.

"We sat down with INA, and

worked with them towards design
of a policy to suit the realtor," he
said.

Two years later, the fledgling
program boasts about 20% partici-
pation of NAR's gigantic national
membership. INAX Inc., a Chi-
cago-based subsidiary of INA,
handles the business and ranks
among the top three underwriters
of realtors errors and omissions in-
surance.

As sponsor o f the NAR program,
INAX believes it can double its
current writings this year.

"The realtor used to be a friend,
your cousin, a neighbor or some-
one you knew down the street,"
observes Dan Ryan, INAX vp.

"But that attitude doesn't pre-
vail anymore. Large chains and

SPECIAL RISK MARKETING
Insurance for large industrial and commercial risks including but not limited to the following classes:

Property
• Diference In Conditions

• Fire and All Risks deductible programmes
for completed properties and Builders

Risks

Contact: Jeffrey Ross
Daniel Monnin

Casualty
e Umbrella Liability • Excess Automobile
Liability • Primary and Exeess Products and
General Liability • Directors and Omeers
Liability 0 Professional Liability 0 Specific
Excess Workers Compensation • Self
Insurance Programmes • Securities Act Liability
• Excess Hospital Malpractice Liability
Contact: Milton Tack

Vincent Puccio

NEAL, LLOYR ]

SUITE 6101 • SEARS TOWER 233 SOUTH WACKER DRIVE • CHICAGO, ILLINOIS 60606 •

0., INCORPORATED

(312) 876-0700 • TELEX: 25-4713 CABLE ADDRESS: NEALOYD

firms are losing the personal
touch. Clients expect realtors to
render professional service." Pro-
fessional liability comes with the
territory, notes Mr. Ryan.

INAX's basic policy provides a
combined single limit of $250,000
with an annual $1,000 deductible.
The cost depends upon the size of
the firm, income from sales, prop-
erty management business, claims
history and professional experi-
ence.

"With the enormous range in
land values around the country, it
is difficult to detail coverage
costs," said Mr. Ryan.

A typical one-person shop might
expect to pay about $250 to $300
for the basic coverage. A five-per-
son office would be charged $575
to $600.

The deductible applies only to
indemnity and not to defense
costs, adds Mr. Ryan. First dollar
defense coverage is a big selling
point because many suits never re-
sult in a loss but cost a bundle to
defend.

Each claim costs a minimum of
$5,000 to fight, estimates Terry An-
derson, INAX casualty under-
writer. The most common com-
plaint is misrepresentation of the
physical condition of the property,
she says.

The leaky roofexample is a typi-
cal case. "Or the plumbing may be
faulty when the realtor said it
worked. Or the lot may lack a few
yards of the full acres described by
the salesperson," explains Ms. An-
derson.

The INAX claims-made policy
includes coverage for prior acts.
The buyer may opt for a three-year
extension of coverage. Besides re-
alty sales, the policy may also
cover the risks of appraisals, prop-
erty management and consulta-
tion services.

Despite more litigation, how-
ever, most realtors still do not buy
errors and omissions insurance.

Low market penetration com-
bined with nascent demand ex-

plains why the line is a growth tar-
get for aggressive marketers like
INA, National Union Fire Insur-
ance Co. of Pittsburgh and Shand,
Morahan & Co. Inc.

"Realtors are starting to realize
they are vulnerable to these law-
suits and that is enhancing de-
mand for insurance," observed
Don Brayer, assistant vp-market-
ing with Shand, Morahan & Co. in
Evanston, Ill.

"Ours is still a young program
after three years," he reports. He
estimates 1980 premium volume
topped $5 million with exposure
units up about 25%. Mr. Brayer de-
clined to detail the company's
pricing structure, but industry
sources agree that Shand, Mora-
han is a very competitive market.

Realtors can purchase errors and
omissions coverage with limits
ranging from $100,000 to $25 mil-
lion through Shand, Morahan. The
typical deductible is $1,000, but
may be higher ifthe buyer wants to
reduce coverage cost. Coverage for
prior acts is also available but not
included in the standard policy.

Frequency of claims is rising
faster in real estate professionals'
liability than any other line, notes
Bob Reid, assistant vp-claims.
This could be a function ofthe gen-
eral economic climate for the in-

dustry and lack of available mort-

gage money.

Creative financing arrange-
ments also increase realtors' expo-
sure to suits, points out Mr. Reid.
"Realtors are not as familiar with
these unusual contracts and
there's more room for error."

The National Union Fire Insur-

ance Co. of Pittsburgh under-
Continued on page 32



t
7

.4

Architects. Engineers. Lawyers. Accountants.
Data processors. Management consultants. Invest-
ment advisors. Bankers. Directors and officers.
Even insurance brokers and insurance companies.
They all share a common need: professional liability
insurance they can depend on.

Another interest all busy professionals share
is the desire to not have to give their liability expo-
sures a second thought.

Simply, they all need, and expect, the best
coverage there is. At reasonable cost, and compre-
hensively tailored to their particular liability
requirements.

Shand, Morahan & Company provides pre-
cisely this kind of custom-tailored insurance for an
ever growing number of professional firms. As the
largest underwriting manager of errors and omis-
sions insurance in the US. we can take the worry
and concern and possibly some of the cost out of
your professional liability program. That's because
our flexible, knowledgeable underwriting approach
allows us to design a policy to your precise, profes-
sional liabilaity needs.

We do it so well, in fact, that more and more
insurance agents, brokers and insurance companies
themselves are selecting us for their own profes-
sional insurance every day.

Next time you're discussing liability insurance
with a business colleague, or with your broker,
mention our name. You'll find Shand, Morahan &
Company is fast becoming synonymous with
professional liability programs ofthe finest order.
Simply because we design them that way.

Il Shand, Morahan
Il & Company, Inc.

One American Plaza, Evanston IL 60201
312/866-2800, Teles 72-4328
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Short Term

Liability
Trade Shows Shows
Conventions Athletic Events

Concerts Liquidators

High Limits - Reasonable rates - Domestic Carriers

THE RICHARD - THOMAS AGENCY
1432 Old Northern Blvd.

Roslyn, New York 11576
516 621-0202

Mr. Richard Sklover

"The demand for mass-marketed permanent
life insurance is exploding. Our new product, ap-
propriately named FUTURE, meets this demand
by giving an employee who probably wouldn't be
reached by a life insurance agent an opportunity
to buy a bona fide whole life policy through pay-
roll deduction.

"Directed toward buyers in the $5,000-
$50,000 range, FUTURE builds cash values and
can include a disability waiver of premium as
well as an accidental death benefit. A similar

spouse policy and a term rider for children are
also available. It is voluntary and no physical is
required. Terminating employees can continue

Realtors see flood

of malpractice suits
Continued from page 30
writes a number of state associa-
tion-sponsored plans, notably in
California. Marsh & McLennan in
San Francisco is the program ad-
ministrator o f the California Assn.

of Realtors professional liability
plan.

"We estimate that fewer than

20% of California realtors carry
E&0, reports Fred G. Lewis,
M&M vp who handles the program
administration. "But we think the
trend is for more of them to get it.
Consumers know their rights and
land values here are so high a bad
claim could easily put an unin-
sured realtor out of business."

An independent individual con-

their policies at the same annual rate by sending
the premium directly to Provident.

"Employers who are already offering FUTURE
to their employees are enthusiastic because the
program offers employees a chance to help fund
their own permanent insurance programs. The
only expense employers have is the cost of pay-
roll deduction.

"FUTURE is really a product whose time has
come."

If you want to find out how FUTURE can affect
your bottom line, call your insurance consultant
or your nearest Provident Group representative.
Our offices are located in principal cities.

PROVIDENT
LIFE AND ACCIDENT INSURANCE COMPANY

CHATTANOOGA, TN 37402

tractor or a firm o f two people can
purchase coverage through the
state plan for as little as $275 a year,
said Mr. Lewis. That includes

limits of $50,000 per occurrence
and a $100,000 annual aggregate
with a $1,000 policy deductible.
Combined single limits of $1 mil-
lion are available with deductibles

up to $50,000.
The deductible applies to judg-

ments and settlements only. Na-
tional Union pays all costs of de-
fense, attorney fees and court costs
with no charge to the policyholder,
says Mr. Lewis. Prior acts cov-
erage is included as well as an ex-
tended three-year reporting en-
dorsement.

The California Assn. of Realtors
emphasizes loss control. A claims
prevention committee reviews
claims to determine how they
might have been avoided or what
procedures might have been fol-
lowed to reduce the amount of the

claim. The group, which includes a
representative from Marsh &
MeLennan, has also developed a
list of preventive measures for
realtors (see box).

National Union has pegged real-
tors E&0 for special marketing
emphasis in 1981, reports
Katherine Trivento, assistant sec-
retary in· New York. She says the
policy is currently under review
and will be revised. Rates and

wording will likely be changed.
With gross premiums of about

$3.5 million last year, St. Paul Fire
& Marine Insurance Co. is also a

major force in the real estate pro-
fessional liability market. But an
extremely bad claims year in 1980
appears to have dampened the
company's enthusiasm for the cov-
erage.

"We had almost double the num-

ber of claims last year as in 1979,"
reported Fred Themmes, senior
underwriting officer. The adverse
experience is forcing rating in-
creases of 25% in the works now,
he adds.

Current rates expected to in-
crease soon typically run $1.15 per
$100 of income on the first $50,000
ofgross income, 77 cents per $100
on the next $200,000 and 57 cents
on the next $750,000. A realty firm
generating over $1 million in gross
income is individually rated.

Basic policy limits are $100,000
per claim and $300,000 for claims
in one year with a $1,000 deducti-
ble. Prior acts coverage is availa-
ble.

Another candidate for oldest do-

mestic market is the Equitable
General Insurance Co., formed
over 25 years ago for the exclusive
purpose of writing realtors E&0
insurance. Although still an impor-
tant market for the coverage, the
surplus lines carrier has been
dropping business to aggressive
primary markets.

To regain its edge, pricing would
have to come back to something
reasonable, explains Ted Quayle,
underwriting manager.

"Rates are dropping so low it
doesn't make sense to us because

we know legal expenses are high,"
he adds.

The majority of primary insurers
entering the market in the past few
years are offering prior aets cov-
erage, reduced rates and no de-
ductibles, says Mr. Quayle. "That's
dangerous because claims start to
come when the realty business is
falling off."

The advent of state association-

sponsored E&0 plans, such as
those at the NAR and CAR,.also
have made deep inroads in the vol.
ume of Equity General's writings.
The company's business is 100%
through direct mail solicitation. •
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 CRAVENS, DARGAN & COMPANY
1 PACIFIC COAST

MARKETS FOR:

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

HOMEOFFICE

350 CALIFORNIA STREET, SUITE 1600
SAN FRANCISCO, CA 94104

(415) 622-7500

REGIONALOFFICES

SAN FRANCISCO

555 California Street, Suite 2900
(415) 622-7500

LOS ANGELES

3580 Wilshire Blvd.

(213) 380-5650

SEATTLE

Peoples Nat'I Bank Bldg., Suite 922
(206) 223-1800

SPOKANE

Washington Trust Building, Suite 1001
W. 717 Sprague Street

(509) 456-8580

PORTLAND

200 Market Building, Suite 700
(503) 248-9616

NEW YORK

90 William Street

(212) 344-5912
ATLANTA

30 Perimeter Center East, NE
(404) 393-0640

CHICAGO

Sears Tower, Suite 5730
233 Sou-h Wacker Drive

(312) 876-0262

HONOLULU

1510 Pioneer Plaza

(808) 521-5031

Exotic liabilities

find coverage
in trade zone

By ELLIS SIMON

NEW YORK-At least two New

York-licensed insurers are using
the state': Free Trade Zone to offer

exotic professional liability cov-
erage.

The Free Trade Zone was

created in 1978 to permit New
York insurers to write high pre-
mium and exotic risks without

prior approval on rate or form. Of
the more than 300 exotic risks that

can be underwritten by the Free
Trade Zone, 67 are professionallia-
hility orerrors and omissions cov-

Thecracktroophaslanded!
And your excess position is secure.

CD

0

ATLANTA

(404)
231-9272

0

HOUSTON

(713)
777-4530

0

PHOENIX

(602)
957-4580

0

CHICAGO

(312)
853-2777

0

MINNEAPOLIS

(612)
545-4300

COLUMBUS, OHIO

(614)
846-6666

0

DENVER

(303)
399-4023

/ DALLAS #,
(214)

233-0201 
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LOS ANGELES

(213)
385-6266 NEW-=-

(212)
943-2070

You're on firm ground when you call
in the crack troop from Baccala &
Shoop to handle your needs in
excess and special risks.

No uniform strategy works for all.

So we draw up a plan that's pains-
takingly tailored to the requirements of
each client. Be it casualty coverage-
Umbrella Liability, Gap/Buffer Layers
or Excess Workers Compensation.

Or be it property coverage-

SAN FRANCISCO

(415)
777-4300

Primary Quota Share, Excess of Loss,
All Risks, D.I.C. or B.Jilders Risk.

You can count on us, too, for providing
you with a steady ma-ket in these

selective lines. And following through
with attentive service all the while

the contrac- is in effect.

To mobilize the crack troop. call the
number above nearest you. And see

if we don't hit the target zone
every time.

Baccala & Shoop
The crack troop

in underwriting management.

0

PHILADELPHIA

(215)
567-2700

0

SEATTLE

(206)
624-8711

erages including tree sur-
geons errors and omissions
and reducing salons profes-
sional liability.

Only 23 of the 92 insurers
with Free Trade Zone li-

censes, however, have used
them. Ofthose 23, only Ameri-
can International Group and
Crum & Forster underwrite

professional liability risks.
At C&F, pro fessional liabil-

ity policies are underwritten

by its subsidiary L.W. Biegler
& Co. and insured with either

the U.S. Fire Insurance Co. or

International Insurance Co.

AIG's National Union Fire

Insurance Co. of Pittsburgh is
underwriting its professional
liability risks in the Free
Trade Zone. New policies of-
fered through the zone in-
clude data processors, pro-
grammers and analysts E&0.

marine surveyors E&0, engi-
neers professional liability
and investment counselors

E&0, according to John G.
Johnston, AIG resident vp in
New York.

Last year, AIG wrote more
than $300,000 in investment
counselors E&0 premiums in
New Yo rkandmorethan

$40.000 during this January,
Mr. Johnston notes.

Other new professional lia-

bility lines drew less pre-
mium, he added.

New York's policy form fil-
ing procedures made offering
these coverages outside the
zone uneconomical, Mr. John-
ston contends. An insurer

needed months to get a new

policy form through the In-
surance Department, then
there was no guarantee it
would be accepted, he says.

"Before. AIG wasn't able to
respond as quickly as a non-

admitted market. Now it can,"
he said.

All new professional liabil-
ity plans offered by AIG in-
sure against the same type of
problems. Only the situations
change.

'In all categories, the pro-
fessional has a responsibility
of giving proper advice and
counsel to a client and if he's

negligent or omits to provide
information, then he has not

provided the service for
which he has been paid," Mr.
Johnston explained.

In the case of a marine stir-

reyor, a claim could arise if
the surveyor tells a client a
ship is seaworthy when it ac-
tually is not. An investment
counselor could be sued for

telling a client to invest in a
company the counselor knew
orshould haveknown was go-
ing bankrupt.

Before offering the new cov-
erages, AIG spent several
months on research and de-

sign. Much information was
gathered from staff experts
who specialize in other as-
pects of these fields, such as
marine and financial services
underwriters and AIG's data

processing staff, notes Thorn-
as Virzi, Free Trade Zone mar-

 keting coordinator."The public is demanding
more o f the pro fessionalin the
way he operates and conducts
his business," Mr. Johnston
noted.

"If they make a mistake, the
customer expects to be reim-
bursed."
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Money managers can buy
liability cover they need
By MARY ANN MATLOCK

NEW YORK-Money man-
agement firms don't need to
be shortchanged when shop-
ping for professional liability
coverages.

A once-tight market re
nowned for high rates and
limited coverage is now open-
ing up to meet the risks of
those responsible for han
dling other people's assets.

"For years this class of busi-
ness has been misunder

stood," said Albert Salvatico,
vp with the financial services
division of Marsh & MeLen
nan.

"There were fears o f the po
tential exposures that could
develop out o f this type o f ac
tivity and you could not get
many underwriters ln'

terested. Now you have a situ
ation where maintained mar
kets and new carriers are ac
cepting the fact that they're a
solid class of business."

"The cover in this area has
gotten quite broad over the
last three years as the result of
competition," added Albert
Hetrick, vp at Alexander &
Alexander.

"Today, almost any act ofer
rors and omissions relating to
handling other people's assets
is covered. Before there were
exclusions (such as punitive
damages and exemplary
fines), which in some cases
there still are."

First State Insurance Co.,
part of The Hartford Insur
ance Group, specialized in er
rors and omissions coverages
for investment counselors to
clients and mutual funds for

10 years, only to be given com
petition in the past few years
by others such as Shand,
Morahan and American In

ternational Group.
Though underwriters

wouldn't divulge rates, prices
have been said to drop about
50% in the last few years be
cause of competition.

Typically, a firm handling
$100 million to $500 million in
assets would buy $1 million to
$5 million in errors and omis
sions coverage at a cost of
$12,000 to $30,000 annually,
explained Mr. Hetrick. Their
retention could range from
$25,000 to $50,000.

Smaller organizations, han
dling perhaps $50 million in
assets, would typically pur
chase $1 million in coverage
with a $10,000 to $25,000 de
ductible and an annual price
tag in the $7,000 range.

The marketplace can pro
vide coverage up to $25 mil
lion, Mr. Hetrick said.

Rates can differ according
to financial statements, gains
or losses of private accounts,
expertise of advisers, claims
data and credibility, said
Shand, Morahan manager Jim
Willis.

Today's competition is mak
ing coverage affordable.

"Among mutual fund man
agement companies and inde
pendent investment advisers,
most buy the coverage today,"
Mr. Hetrick said. "For stock

brokers who may also have in
vestment management opera
tions, halfdo and halfdo not."

However, one of the
largest-Merrill Lynch-bel-
ieves the coverage is worth
the price.

"As far as we're concerned
the market seems to be

operating, coverage is broad and
the price is right," said Charles
Mulle, director of insurance and
risk management.

For counselors handling hun-

dreds of millions of assets annu
ally, like Merrill's subsidiaries,
professional coverages could cost
less than $100,000 annually, Mr
Mulle said.
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ROTH AGENCIES
INSURANCE UNDERWRITERS

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

ONE WORLD TRADE CENTER. NEW YORK. N.Y 10048
(212) 466-0210 (516) 285-8888

H. AL. ROTH AGENCY OF NEW JERSEY, INC.
912 KINDERKAMACK ROAD RIVER EDGE.NJ 07661 (201) 569-9194

Insure -thlhe Slip.
Strong. Capable. And responsive.
Risk by risk, settlement by settlement, the All American Marine Slip has built a reputation for responsive service.
Writing high-value marine exposures, from drillships to undersea mining equipment, The Slip acts
quicklyon coverages and claims.

With the financial strength of 31 members and one of the most experienced underwriting
staffs in the marketplace, more and more companies are turning to The Slip. Why not
consider the All American Marine Slip for your high-value marine risks?
All American Marine Slip, a syndicate of 31 insurance companies,
is managed by Marine Office of America Corporation.
Have youragent or broker contact Robert G. Lowry, President,
All American Marine Slip, 99 John Street, Box 313,
Peck Slip Station, New York, N.Y. 10038;
Phone: (212) 374-2667

The American alternative

All American I
Marine Slip '49

U
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Indy 500 pit crews are included in the USAC liability policy.
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By JOHN MAES

INDIANAPOLIS-The Indian-

apolis 500 auto race never lacks ex-
citement or thrills. and its pro-
mi,ter: and participants never lack
for insurance to cover the many
racing risks.

The sports classic is covered for

ABC DEF

JKL MNO

TUV WXY

OPER

everything from workers corn pen-
sation for pit crews to liability for
injuries to the hundreds of thou-
sands of racing fans who jam the
stands each Memorial Day.

The United States Auto Club

purchases general liability cov-
erage for an entire circuit of major
auto races it sponsors, says John

For even the toughest risks,
one-call" marketing you can depend on.

Y,ur c.ien. was just awarded a malor demolition con- professional liabil ty, primary and excess casupilty, prop-
tract. But there's one hitch: excess/surplits lines cover- erty. as well ii, excess workers compensation.
age is needed and must he in place by week's end. One M &(puts many years of experience in excess/surplus
call to Montgomery & Collins puts you in touch with brokerage to work for you-on the spot-with direct and
the instirance markets of the world. immediate access to more than 40 domestic and over-

As on- of the nation's leading surplus lines brokers, seas carriers, inclsding the important London market.
M&(: has the expertise-in each of ith Montgomery When the risk calls for an excess/surplus

local oft-izes-to give you access to com- lines placement, one call to Montgom-
petitive quotes for umbrella liability, and Collins, Inc. ery & Collins does it all.

3807 \Kil,litr: Bl, J.. I.,)- Anxelo, CA .10010 (21 3) 354-2101. Or . nt,,ct „air ne.m·.t I,i·mch ,tit Ice: 5\rl.m[,1, Buhron, Bliffal„. Charl ,[tr . (:hic.12,1. (_R,lulnhu., 1 ),111,1.. Denver. Deri·„it.
Hart!„1,1,114*0]l Ilt, Houron, InJMn,ip, )115 Kanh.1»(Ir\, 1.,>. Angele., New Orle.m.s, Neu York c Jin, Phil.,delptw . I,irtiand, S.I:r.ment„. 5.1.Fr.inciA,). H.1.1,1. . Seattle

Naughton, a Providence, R.I., bro-
ken The liability coverage limits

can reach hundreds of millions o

dollars from U.S. and London mar

kets, he said.

The general package includes
spectator· liability, which cover.
death and injury claims if a rae(_
car veers out of control and intc

the stands.

An()ther policy, sponsors liabil-
ity, protects the sponsors of indi-
vidual race cars, who are ofter
named as defendants when one o

the vehicles goes awry.
"It's issued to anybody whc

signs the title and puts their nam,
on the car," said Greg Mosher

president and chief executive offi
cer for K & K Insurancre Inc·

which brokers many races includ
ing the Indy.

Sponsors coverage protects tin
overlap jn the spectator liabilit
risk and is especially popular nov
adays with the trend to "sue ever
body for a catastrophic loss." M
Mosher said.

Indiana requires liability insu
ance of at least $15,000 for Inc

auto owners and sponsors. b
many purchase $500.000 to $1 in
lion in coverage with deductibl
of about $1.000. adds Jack O'Nee

an Indianapolis agent.
CNA, Lloyd's of London. th

Crum & Forster Group an,
Zurich-American Insurance C

are some prominent under·writi
of the race.

The liability coverage actually
purchased by USAC, which th,
assesses contestants for the insz

ance through an entry fee thi
must pay in advance of the rac
Mr. O'Neal said.

While liabilities are covered,

are the racers, pit crews, offici,
and other Indy participants for
juries.

For instance, each member

the individual racing crews co
ered under policies brokered }
Mr. O'Neal have $25,000 in ac
dental death and dismemberme

coverage, a similar amount in mi
ical coverage and payments
$140 a week for two years of to*
disability.

After that disabilty coveras
runs out, the policy pays $800 1
month for the next seven ye:
Mi·. O'Neal says.

Life and dental coverage are aj
part of that package, he adds.

Although policies are design
for the catastrophic losses, t;
Indy 500 has the lowest rates a.
the best safety record of' any au
race its size, brokers say.

"Let me say this about Indy le
control," Mr. Mosher said. ''It's c
tensive and elaborate."

The USAC and race promott
have spent time developing a
overseeing such safety measui
including crowd control in a

around the Indianapolis Mot
Speedway. barrier protection
the safety of spectators a
drivers, and disaster planning a
coordination of emergency s.
vices.

"USAC is very involved in sal'e
methods." he said. "It's a joint ,
fort between the monitoring bo
and proinoters."

Also. the race has led to ina

driver safety devices, such as h,
mets, fireproof suits and earth
embankments that cushic

crashes.

Seatbelts, shoulder harness
and real'-view mirrors are ali

products of loss-control plannit
and development associated wit
the race. ,



For corporate sponsored plans
For governmental plans

Multi-employer plans
(Jointly managed Taft-Hartley plans)

BROKERS NEED SPECIALIZED COVERAGE
THEY LOOK TO PIA. WHY?

Because risk managers insist that brokers produce policies suited to their needs.
And brokers insist upon PIA for the following reasons:

• PIA provides the broadest forms of coverage.
• PIA offers service; we readily assistin answering

the needs of the broker's client.

FIDUCIARY LIABILITY
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EXTORTION, KIDNAB
RANSOM

Multi-national corporations
Special banks program
Domestic corporations
Financial institutions

Association programs
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• PIA is flexible and has the innovative abilityto design
policies suited to each company's needs.

• PIA has the experience and the reputation for reliability
and that is why PIA is The Broker's Broker.

Pn

ERRORS 6 OMISSIONS
Non-profit boards

Executors & executrixes of estates
Actuaries

OCCUPATIONAL HAZARD
INSURANCE

A'unique program designed to provide
first dollar coverage and cash flow

for catastrophic types of loss to
self-insurers of Workers' Compensation operating

as a qualified self-insurer or through
a captive insurance company.

The Broker's Broker.
Professional Indemnity Agency
110 East 59th Street-Suite 900
New York, N. Y. 10022
Tel (212) 421-2033
Dom. Telex 148-435/Inter. Telex 620-129
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INA floats protection for whole fleet
By ELLIS SIMON

NEW YORK-One boat gets the
most coveted assignment in yacht-
ing every three years-defending
America's Cup-but its insurer
gets to cover a whole fleet.

INA insures the Freedom, win-
ner of the 1980 race, and its sister
12-meter yacht, the Enterprise.
Both are owned by the State Uni-
versity of New. York Maritime Col-
lege Foundation which has re-
ceived donations from INA.

"What's unusual about the New-

port (R.I.) racers is there are so
many other yachts and small boats
to be insured at the time of the

races and in the preliminaries," ex-
plained Fred Fernandez, assistant
underwriting manager in the New
York marine and aviation depart-
ment of Insurance Co. of North
America.

Many people loan or donate
other yachts and small boats to the
foundation's triennial campaign to
have one of its boats become de-

fender of the cup, Mr. Fernandez
explains. The small craft are used
as tenders and utility boats during
the racers' trial runs, he says.

"We're insuring a small flotilla of
friends," he said.

The insurance program is not
limited to the racers and other

boats. Cars, vans and other equip-
ment owned, rented or borrowed
by the foundation must be in-
sured, too, says Charles A. Van Ha-
gen, Johnson & Higgins account
executive.

The defense of America's Cup is
a matter of national pride for
which no expense is spared. In 130
years of races at Newport, no for-
eign vessel has beaten the boat re-
presenting the United States.

It costs more than $1 million an-
nually to "campaign" a 12-meter
boat for the Newport races, and the
principal racing syndicates like
the Maritime College Foundation
maintain two boats. When a new

boat is built, the older vessel is still
run as a "trial horse" to practice
against, explains Mr. Van Hagen,
also a yachtsman.

The $700,000, aluminum-hulled
boats practice year-round. The
crews are constantly testing sails
and working to improve the de-
sign, Mr. Fernandez says.

Only during the month after the
last Newport race are they inac-
tive. During that period they are
insured as a "port risk" instead of
by a more costly navigation policy.

When stored, the hulI, mast and
sails are kept in separate locations
to minimize exposure, Mr. Van Ha-
gen adds. "If a fire destroyed the
hull, you'd still have the masts and
sails."

The policy on the Freedom and
Enterprise not only covers expo-
sure while in the water or storage,
but also includes overland trans-

port. Each year, the boats are
trucked to San Diego from the col-
lege in the Bronx so crews can
practice during the winter without
risking weather damage.

A specially constructed trailer
must be used for the large vessels
and competent crane operators
must gingerly position the hull in
the trailer's cradle, Mr. Van Hagen
says.

The trip route must be planned
in advance because height and
weight clearance problems pre-
vent use of certain bridges and
tunnels, and drivers must beware
of low-hanging wires, he adds.

"It would be like handling a
painting by DaVinci or Miche-
langelo," Mr. Fernandez said. "It's
not just the dollars and cents that
matter. They (the boats) are
thought of as the pride of the U.S."

The pride and skill of the per-
sons associated with the racing en-

deavor make insuring this com-
plex risk lucrative. Although the
total premium fc r the two vessels
is about $20,000, it yields greater
dividends o f prestige to the partici-
pating firms.

INA insured the 1977 winner, the
Courageous, as well as the Enter-
prise and its sister, the Intrepid.
The Chubb Group insured New-
port racers in prior years.

"We know these vessels are

raced by people who are the best in
the sailing world and we have con-
fidence in them," Mr. Fernandez
said.

"It's to their advantage to keep
the ship in one piece. If the mast
snaps, they could be out of pre-
tice for a few days and as the races
are nearing, a coiple of days with-
out practice could put a boat at a

competitive disadvan-age."
"The love and care rhese boats

get goes beyond what is given to
ordinary yachts, ' Mr. Van Hagen
added. "The last thing they can af-
ford is something happening to
their boats. Otherwise, the chance
forthe America'E Cup could go cut
the window."

A boat is likely to go through
several sails during the race or a
practice run. Several sets of sails-
designed to meet different wind
conditions, are kept on board and
are raised and lowered as neces-

sary.

The sails' values usually are less
than the policy deductibles and
the insurer excludes wear and tear

to sails, Mr. Fernandez notes.
The policy also excludes cov-

erage of the mas: during the races.
The masts are worch atout $50,COO,
Mr. Van Hagen notes.

The boa:s are pushed to their
limits and tha. means reaching the
point where the mast would be en-
dangered, says Terry Chambers,
assistant manager of Chubb's
yacht and null department.

The 1977 Newport winner, the
Courageous, could no longer com-
pete in the 1930 trials after its mast
snapped.

Storms alsc create perils for the
Newport racers' insurers. When a
hurricane threatened last year. all
racing was canceled and the beats
were pulled out of the water, Mr.
Van Hagen recalls.

INA paid the expense o f remc v-
ing the Freedom and Enterprise to
dry .and thrcugh its security

watch program. Fortunately, the

anticipated s-orm did not material-
ize and rae_ng resumed unhin-
cered, however.

Although some crew members

have had minor injuries while
serving on the two 12-meter boats,
the overall crew safety record has
been good, sh€ insurance execu-
tives say. The workers compensa-
tion and liatility exposures o f the
Freedom and Enterprise are cov-
ered by the policy, too.

Crew- members volunteer to

serve on the:wo boats and they are

not likely :o sue for injuries.
'-They'd give their right arm to sail
on these boats," Mr. Van Hagen
said. "The last thing on their minds
would be to sue the foundation."

Mr. Van Hagen would not dis-
close the limits of liability on the

LOOK WHERE THE
SMART MONEY IS IN
HEALTH CARE COVERAGE.



:wo vessels' insurance program,
out says they are adequate to pro-
rect the Maritime College
Foundation's assets.

Foreign vessels coming to New-
port probably have to buy addi-
cional liability protection because
of the high number of boats at the
race and U.S. legal environment,
which tends to be more generous
--0 plaintiffs.

Although the multitude of ves-
sels carrying race spectators can
present collision hazards, the cap-
-.ians of racers' escort boats ask
specator boat captains to keep
:h€ir distance.

One of the Newport race's rules
requires competing yachtsmen to
avoid danger, Mr. Van Hagen
notes "Even if your boat has the
right of way, you must yield to a
boat in your path. You can con-
lini€ on course until the last possi-
ble moment, but then you must
turn away. You can file a protest
after she race."
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30 Engineering unit

helps keep yacht
equipment afloat

r NEW YORK-With years and
millions of dollars invested in de-

c sign and practice in the quest of
America's Cup, no competing
yachtsman wants to lose because

' , of equipment failure.
- , Operators of several American

- - and foreign entrants employed the
nondestructive test engineering
services of Hartford Steam Boiler

*'%*e, Inspection & Insurance Co. during
_£, the trial races at Newport last sum-

mer to detect equipment flaws thatCompetitors in the America's Cup race are required by the rules to could have led to fiasco.
avoid danger, even if it means veering off their course. Nondestructive testing is nor-

look at America's leading corporations.
They're the people who look most carefully at
every kind of coverage available. And you 11 find
that in 90 of the 100 largest manufacturing csr-
porations, Blue Cross and Blue Shield Plans cover
some or all of their employees.

And more small businesses choose Blue Cross
and Blue Shield coverage, because they, too,
realize that controlling health care costs means
controlling all the costs.

TWO COSTS,NOTONE.
You see, the cost of health care coverage is

actually two costs. The cost of benefits. And the

. V

retention costs (everything from
administrative costs toreserves). /*Al.4,14All too often, only retention costs ifiget much attention. Immiiregjill

But, if a carrier simply t..:K'*185-
assumes risk and pays bills, \U,
there's no control over the really
big part of your cost. The benefit 90 to 95% OF YOUR
costs. HEALTH CARE DOLLAR

USUALLYGOESTOPENNY WISE, POUND WISE. BENEFITCOSTS.AND
Controlling benefit costs can THAT'S WHERE WE CAN

have a real imoact on your MAKE THE BIGGEST

bottom line. Which is why Blue DIFFERENCE.

Cross and Blue Shield Plans are so committed to
containing them

In fact, we're the onlv ones whose scope and
method of operations are broad enoughto deal with
the problem effectively.

Blue Cross and Blue Shield Plans often have
special arrangements with hospitals and physicians
supporting a wide range of cost containment initia-
tives. This means value added and lower benefit
costs to enrolled groups.

Over the past decade, programs like out-
patient diagnostic and same-day surgery have
helped cut the average hospital stay of our
subscribers bv as much as one full day. And saved
$1,250,000,000 last year alone.

So before you make a decision about your
group's coverage, contact your Blue Cross and
Blue Shield Plan Marketing Representative.
Otherwise, tying to save a little money could end
up being very expensive.

Wnte for the free booklet: "The Most Effective
Health Caye Protection Foy Your Embloyees.' Blue
Cmss and Blue Shield Associations, Box 8008,
Chicago, 1 60690.

Blue Cross ®
Blue Shield®.

HELPING CONTROLALLYOURCOSTS.
® Aegister.' Selle larks .1 thi Due 0.1. Amcialion
®*Register/ Ser¥/e Marks 01 the Blu, Shiets *slociation

mally used in the inspection of
boilers and industrial machinery,
but it was used at Newport to de-
tect cracks, defects and flaws in
the sail and rigging clips, guy wires
and devices used to control sail
tension.

If these were cracked or became
overstressed because of condi-
tions, they could cause a ship to
fail, says Robert Paridy, assistant
general manager of the Essex,
Conn.-based nondestructive test
engineering division.

Stress could damage a mast or
sail and cause injury to crew mem-
bers, he adds. A boat could recover
from a damaged sail by putting up
a new one, but valuable seconds
could be lost and those seconds
could mean losing the race, he
notes.

Boats tested by Hartford Steam
Boiler Inspection include: the U.S.
Freedom, which won the cup, En-
terprise and Courageous;
Australia's Australian, and Great
Britain's Lionheart.

A few boats needed sail clip re-
placements and one needed a re-
placement on a guy wire fixture,
the tests discovered.

"There weren't too many prob-
lems, but enough to justify having
gone there and done the work,"
Mr. Paridy said. "It could have
meant the race and the cup, other-
wise."

Hartford Steam Boiler's testing
includes dye penetration to detect
surface cracks in welded parts, ul-
trasonic tests to reveal subsurface
flaws and X-ray examinations to
catch imperfections the other tests
missed.

The amount of testing per-
formed varied. A full series of tests
would have run a boat several
thousand dollars, Mr. Paridy says,
and boat designers can usually tell
what part of a vessel is most likely
to be affected by overstress.

Although the Courageous was
inspected by Hartford Steam
Boiler personnel, its mast, which
broke during one of the races, was
not tested.

Mr. Paridy could not say
whether nondestructive testing
would have found any flaws in the
mast, possibly changing the race's
outcome.

Hartford Steam Boiler had done
nondestructive testing on Navy
ships, but never a 12-meter boat
before last year's Newport races.
The company hopes to expand the
program at the next America's
Cup defense, Mr. Paridy says.

-Ellis Simon

car &

truckRental
Insurance

* Admitted Major Carrier
* Coast to Coast

* 15 years continuous stable
Rental Market

* Fast Quotes

* High Limits
* VERY COMPETITIVE RATES

(213) 653.5060
TWX: 910-321 4361
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Jefferson Insurance Company of New York
Monticello Insurance Company

Delaware

NATIONAL PIONEERS IN SPECIALTY RISKS
Multi-line companies represented by general agents exclusively

ONE PARK AVENUE, NEW YORK CITY 10016

(212) 683-4500 TELEX 12-6908

Lloyd's
Almost everything's
game to underwriters

LONDON-You have an ur-

usual risk? Lloyd's of London,
where the unusual is common-

place and specialty reigns, can
probably insure it.

On the floor of Lloyd's, unde=
writers now hold policies that
were once considered special blit
now are common. No one blinks at

directors and officers liability cov-
erage. Business interruption is
passe. Kidnap and ransom insur-
ance, which drew $150,000 in pre-

Areyoubeing fed
a sugar-coated dentalprogram?

r- - '- 97374 C -Li

It may look
like a ballmin, g -
but ...

without the right
controls a group
dental program can
turn sour very quickly.
And when it does, sky-
rocketing costs and prob -
lems can hurt you. So here
are a few things to look for.

FINANCIAL AND
MANAGEMENT KNOW-HOW

If your insurance company
doesn't really know how to
hold down costs, you end up
paying.

At John Hancock, all claims
are handled by dental special-
ists who have access to our

on-staff dentist. So costly mis-
uses are substantially reduced.

And our Cost Containment

Team reviews with you periodic
performance reports from our
DENTSTAR computerized
claim processing system. We'll
point out plan adjustments
you can make for even greater
efficiency.

no plan at all
At John Hancock

ff,fl(15,12 4 4- -// Youget what works -
_ , , , for you. Whether

# it's designed around
a conventional insured.

self- funded or minimum

premium plan.

A COST-SAVING
PROCESSING SYSTEM

A claim system that wastes
time, wastes money. DENTSTAR
is exclusively designed to han-
dle the typically high volume of
dental claims quickly and accu-
rately. It instantly spots duplicate
claims, overcharges and invalid
data thatcould delayprocessing
and cost you time, money, and
aggravation. And since DENT-
STAR is on-line nationally, our
regional offices can help your
employees wherever they are.

FLEXIBILITY

A plan that can't adapt to
your needs can be worse than

Mutual Life Insurance Company

Boston, Massachusetts

EMPLOYEE

SATISFACTION

Fast claim processing isn't
enough. If no one answers your
employees' questions about
how payment was determined,
you'll have to. Over and over.
John Hancock answers their
questions for you with a com-
plete Explanation of Benefits
on every single claim.

So ask yourself. Is a bar
gain program really a bargain?
In the long-run, is it really
going to cost you less? If
you're ready for some straight
answers about a dental pro-
gram that works, call Paul H.
Gregg, Vice President, at (617)
421-6205. We won't sweet-talk

you.

miums in 1969, now earns about
$60 million. Tender offer defense
expense insurance is just starting
to get off the ground.

Products extortion coverage is
garnering interest since its incep-
tion in April 1980. It's new and
strange.

The policies reimburse corpora-
tions for up to $20 million in case of
threats to damage, contaminate or
pollute products. The coverage
also includes the cost of recalling a
product from the shelf if there is a
threat that it has been poisoned.

"The frequency of these occur-
rences is greated than the public
imagines," said one Lloyd's under-
writer.

But products extortion policies
are just the newest of the "un-
usual" coverages that seem usual
at Lloyd's.

"Lloyd's has the habit of making
the unusual risks usual," said un-
derwriter Dominic Adams, who in-
sures rock bands, film guarantors
and others. "It's becoming increas-
ingly difficult to say what's an un-
usual risk."

It's no longer unusual for corpo-
rate garden parties to be insured
against adverse weather, and
Lloyd's picks up the rain check for
the occasional soggy petit four.

It's not unusualto find judges in-
sured against "interruption" dur-
ing the process of writing judg-
ments.

Baseball strike insurance was
pitched to club owners for the
coming season and hole-in-one
golf policies have teed o ff over the
last few years. Premiums on the
golf greens for holes-in-one de-
pend on how big a tournament is
and the prize money being offered.
Insurance rates are measured by
the distance to the hole and by the
number o f players and their stand-
ing.

Some Lloyd's underwriters in-
sure other prizes in sweepstakes
and long-shot bettings. Sometimes
even a Lloyd's underwriter will
think a special risk is too special. "I
insure risks, not inevitabilities,"
Mr. Adams said.

Lloyd's motto, however, seems
to be "we can insure anything."
And» it does. The Scottish Tourist

Board once took out a policy on
prize money for anyone capturing
the Loch Ness Monster. The Scala

theatre here covered itself against
mysterious disappearance when a
magic show appeared there.

But sometimes special risks
make Lloyd's underwriters sorry.
No one was pleased about the U.S.
Olympic team not going to Mos-
cow, nor were there rounds of ap-

plause when someone shot a hole-
in-one at the Masters Tournament

last year.

"Quite a bit of money" was also
lost on a cast insurance policy
when Robert Shaw died shortly
before the film "Avalanche Ex-
press" was completed.

Sometimes Lloyd's underwrit-
ers should be more thorough in
their homework when taking on a
special risk, such as computer
leasing, said one member of
Lloyd's.

"The biggest danger for a
Lloyd's underwriter is boredom,"
he said.

"You're more susceptible to
write something you shouldn't."

But on the floor of Lloyd's, al-
most anything's game.

-Stacy Shapiro
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By STACY SHAPIRO

"Oh Miss Piggy, your precious
gems and your magnificent fltrs
are so beautiful. Are they Teal?"

LONDON-Don't anger the star.
Her producer's risk manager says
the jewels are probably not real.

But don't tell Miss Piggy or the
director. Actors and staff might
perform differently if they knew.

"In this industry, authenticity is
king," explained Ron Muckleston,
director of the insurance division
of Associated Communications

Corp., producer of the new Mup-
pet movie "The Muppet Caper."

It's too risky to use thousands of
dollars worth ofjewels when paste
looks just as good under the lights,
he said, so he has refused to insure
a planned $250,000 worth of gems
on a set in Mexico.

"Use something else," he ad-
vised.

"We ended up using imitations,
but we let it be known around the

set they were real, so the directors
got their authenticity," Mr. Muck-
leston noted.

That's just one weird risk.
Real or fake, Miss Piggy took off

her fur cape to ride a bicycle all
around London in the film. Her

One market can't

provide enough
Muppet coverage.

love Kermit the frog swam, as
frogs do, in a 740,000-gallon tank of
water, with two dozen swimmers
imported for the scene from the
United States.

Mr. Muckleston went to EMI stu-
dios to make sure the floor would

hold the water tank and prepare
for the possibility of leaks.

When the inspection was
completed, he told underwriters
the tank was safe, but decided not

to mention the underground car
parking lot directly below the

Kermit and Miss Piggy and the
Muppets' creators have become
such big stars that one market isn't
sufficient to provide all the insur-
ance for the new film, says the risk
manager.

About 135,000 pounds in pre-
miums went to Pacific Indemnity
Insurance Co. Inc. for the first

layer of property coverage. A con-
sortium of British insurers, includ-
ing Lloyd's, insured the rest of the
risk

In case Jim Henson, creator of
the Muppets, or Frank Oz, the
voice of Miss piggy, becomes ill

and production stops, ACC bought
a 250,000 pound producers indem-
nity policy to pay the loss either
crisis would cause.

If production stops because film
was lost or a cast member becomes

ill, ACC has two 5 million pound
policies-one for the film negative
and one for the cast.

The negative insurance cost only
16,000 pounds and the cast insur-
ance cost 53,000 pounds.

It's easier to reshoot missing
film than to start all over because a

cast member dies, Mr. Muckleston
explains.

A wrap-up liability policy, in-
cluding product, public and em-
ployers liability (workers compen-
sation), of 25 million pounds in-
sures all of Associated Communi-

cations Corp's 7,000 employees.
Phoenix Insurance Co. Ltd. and

the Continental Insurance Group
insure the first million pounds of
liability. The Chubb Group and
several British insurers provide
additional layers.

Mr. Muckleston hopes to in-
crease the blanket liability to 50
million pounds to include the U.S.
hotel, Airport Park, ACC owns in

Los Angeles.
In addition to "The Muppet Ca-

per," ACC is producing a 6 million
pound film on emerald theft called
"Green Ice" and a science fiction
movie, "Dark Crystal," which will
cost more than $15 million

All scripts pass to Mr. Muckles-
ton when accepted by ACC. He
looks for the safety needs in film

production and what risks Can be
eliminated.

In a recent production, for in-

stance, the director wanted tc film
ayoung child under a carriage. But
Mr. Muckleston made sure the

scene was done through some
kind oftrick photography so as not
to endanger the child's life.

The largest loss area for the· film
industry is in recalling props, Mr.
Muckleston says. But this might
be lessened if the prop masters

were named on the insurance pol-
icy binders through Pacific In-
demnity Insurance Co. Inc. and a
consortium of British insurers.

But ACC can't insure prop mas-
ters by name because they move
around so much through the film
industry So Mr. Muckleston will
negotiate with 20th Century Fox
Universal and Columbia at the

RIMS conference in April to see if
they can establish the insurance
practice worldwide in the indus-
try

The film industry uses the same
principles of risk management as
any industry does, Mr. Muckleston

doesn't often go to court for a claim
of $550,000 because an employee
fell off a horse when it was scared
by a camel.

And only in the film industry is a
risk manager awakened in the
middle ofthe night because an em-
ployee wanted to insure a Greek
helicopter for $1 million for one
day. •

Do
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If you think your premiums
are paying for your competitors' losses,
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cheek with the leader.

Controlling insurance costs can go a long way toward improv-
ing the bottom-line results of your company. As the world's
leading broker, Marsh & McLennan can help you develop the most
cost-effective method of administering your risk management
program.

We can identify the areas of coverage where your loss experi-
ence is better than the average for other companies in your industry
- and develop loss-sensitive programs based on your loss history
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that give you credit for the quality of your operations and improve
your cash flow. So you don't pay for your competitors' poor loss
records.

Improving your loss record
High loss ratios not only ultimately increase insurance costs,

but interfere with your company's productivity as well. M&M Protee-
tion Consultants, our loss-control specialists, develop hazard-control
programs that are effective in reducing losses and which lead to
lower insurance premiums.

When a loss does occur, we can help you settle the claim
through the most advantageous claims management plan.

More ways to control costs
Marsh & McLennan can help you reduce your fixed premium

costs in other ways, too. For example, we can analyze your level of
risk retention and recommend appropriate deductibles or risk-
retention levels.

Altogether, Marsh & McLennan has the people, organization,
experience and negotiating power in the insurance marketplace to
provide the most cost-effective coverage for all your company's assets.

For more information on controlling your
'' : / ..3,  15: t. t ..t.*'.'I. .

company's insurance costs, write for a copy of our booklet '•*--:*
Alternative Insurance Measures" to: Mr. Robert Clements, 1
President, Marsh & MeLennan, Incorporated, *Nk wah tl loader !

Dept.10 BI, P.O. Box 839, Radio City Station, New York,
NY 10101.

Whenitcomes to insurance, come to the leader.

Marsh &
M£Lennan

01980, Marsh & Mclennan. Incorporated
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Drawing the lin e
Human life is a special ris k

By B. Bruce-Briggs

RISK ASSESSMENT. This term is appearingwith increasing frequency in discussions of
industrial health and safety regulation. Like most
supposedly new ideas, it has an ancient lineage,
because assessing risk is,the heart of the insur-
ance business.·For 300 years, insurers have made
money by assessing the risks of industry, com-
merce and everyday personal life. The venerabil-
ity of so many major underwriters attests to their
skill at assessing risk.

However adept the professional insurers have
been, the popular mind has always held a primi-
tive concept of risk. Activities or products are
seen as "safe" or "hazardous" or "dangerous."
How safe, how hazardous, or how dangerous is
only dimly perceived to be a question of degree-
but most people believe their estimate of risk is
correct and that other people's assessment is cow-
ardly or foolhardy.

The gap between the insurer's sophisticated as-
sessment and the policyholder's primitive under-
standing has been a source of considerable profit
to the insurance business. Of course, in business
insurance the buyer is as expert as the seller. Until
recently, risk assessment has been dominated by
professionals. Alas, the primitive view is becom-
ing more and more important, because the nonex-
pert view of risk determines most government
regulation of health and safety. The legislators-
federal, state and local-think in primitive terms
and are supposedly responding to constituents
who are even less sophisticated about risk assess-
ment.

Governments have always regulated health and
safety, and 'have reflected primitive views. that
were also commonsensible: Public buildings
ought not to collapse under snow loads, chlorine
should not be dumped into municipal reservoirs,
no smoking in gunpowder factories, etc. Activi-
ties almost everyone would agree are obviously
dangerous have long been banned or tightly con-
trolled, with little or no controversy.

70 utin recent years, especially in the last dec-
D ade,the scope ofgovernment regulation has
broadened substantially. Now the regulators are
trying to draw the line between safe and haz-
ardous. You, the insurance professional, know
nothing is perfectly safe, and the legislator proba-
bly also knows that in some vague abstract sense,
but more important to him is his perception that
the voters do not understand relative risk. The
legislator benefits from voting for "health" and
"safety" and it costs hirri nothing, thus regulation
proliferates.

Yet the regulations did impose costs on the re-
gulated, especially industry, which began to howl.
Industry-sponsored cost-benefit analyses of regu-
lation began to appear. The costs of compliance
could be calculated with a high degree of plausi-
bility, but what of the benefits, which is what the
legislature cares about?

To take the most troubling problem, what is a
human life worth? Most of us who have taken
college economics know how the economists
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B. Bruce-Briggs is a policy
analyst and futurologist in

New York. He writes, lectures

and consults widely on public
policy issues.

dearly love to try to calculate everything in dol-
lars, but the attempts to determine the dollar
value of a life were bizarre. (One learned professor
even dug into the records ofsales ofslaves.) These
efforts were treated with amazement or disgust by
the legislators and relegated to the wastebasket.

More sophisticated calculations were needed. It
is significant that leaders in the new means of risk
assessment have been the electric power and the
auto industries, both of which have been bur-
dened with an ever-growing weight o f regulation.

The most publicized safety issue is that of nu-
clear power, which presents problems difficult to
analyze. Like everything else, nuclear power gen-
eration is not perfectly safe; small amounts of ra-
diation affect the personnel and the immediate
vicinity of the reactor and some tiny fraction of
the exposed population will almost certainly in-
cur a radiation-induced disease such as leukemia.
Worse, there is a tiny possibility that sabotage or a
major malfunction ofthe equipment will expose a
large population to a considerable amount of ra-
diation.

The auto industry has a problem different fromthat of the nuclear power industry. About
40,000 to 50,000 people will be killed every year as
a result of automobile use. Automobile fatalities

have a very low probability in terms of car usage
but occur often enough to be directly perceived
by the public, yet even the largest multifatality
accident is nothing compared to the potential ca-
tastrophe of a nuclear plant disaster. So the
power- and auto-retated analyses offer a wide
range of risk assessment cases.

All these new methods have the common char-

acteristic of spreading a large or small risk over
Continued on next page
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What is a life worth? One expert dug into records of
slave sales; others treat lives as input to production.
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Protecting property
Establish the yardstick
for 6actual cash value'

By Harold J. Smith

THE RECENT hotel fires in Las Ve-gas and Harrison, N.Y., have
caused risk managers to carefully ex-
amine their liability insurance. There
is, however, another area of insurance
that deserves the risk manager's atten-

tion: the extent of the property insur-
ance his firm carries. The risk manager

should be concerned about the yard-
stick an insurer will use to establish

both the value and loss of property in a
situation such as a fire.

If one were to take a random poll of
risk managers and ask how the value
and loss will be determined, most

would ·say it is quite simple. The basis
of loss would be actual cash value. If

one were then to ask a risk manager
what actual cash value means, the ma-
jority would answer that it means re-
placement or replacement less depre-
ciation.

It is true that most property policies
say the property is insured to the ex-

tent of the actual cash value. The prob-
lem is that the phrase "actual cash
value" is probably one of the most mis-
understood in the insurance field. In-

surance adjusters, in establishing the
amount o f loss, traditionally would in-
terpret actual cash value to mean re-

placement less physical depreciation.

But many adjusters and most U.S.
courts, however, do not interpret the
phrase that way. In interpreting its

r
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meaning, most court jurisdictions have

adopted what is known as the broad
evidence rule. It stems from the

McAnarney Brewery case in New York
during Prohibition.

The rule states that all factors affect-

ing value must be considered in estab-

lishing the loss or the value for coinsur-
ance purposes. They include the re-
placement cost less depreciation, the
market value, the assessed valuation,
the income value, obsolescence, the fu-
ture of the building and many factors.

Although it has not been specifically

designated, it appears the market value
is probably the most single important

ingredient in establishing actual cash
value under the rule.

The importance of this subject, then,
should be quite evident to the risk
manager. What yardstick is he going to
use to establish how much insurance to

purchase on any given risk and what

can he expect in the event of a loss?
Some of the possible problems are:
• A company may suffer a replace-

ment value loss o f $400,000 on a build-
ing and the insurer might decide all
that is owed is the market value, which
may be only $50,000.

• A company could be paying pre-
miums on values far more than the

amount collectible since values may be

based upon replacement less deprecia-
tion because collectible loss might be

based upon broad evidence.
The problem is that the risk manager

should clearly establish the yardstick

that is going to be used with the in-

surer. Some would say the answer to

the problem is to have everything writ-
ten on replacement value. In some
cases that would be the best way. On

the other hand, it could be expensive
without accomplishing desired results.

The risk manager might ask what
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Protecting against property losses can be complex.

would be needed to put his company in
the proper position in the event of
building destruction. If it's necessary
to replace a building on its site, re-

placement value or at least replace-
ment value less physical depreciation
should be obtained. In doing so, he
must take care to comply with any
coinsurance clause.

If the risk manager's analysis
showed the only thing needed in the

event of a totalloss is the market value

of the building and paying premiums

for replacement value is undesirable,
the insurer should be consulted to

make sure the yardstick was based
upon broad evidence or market value.

The risk manager wants to make sure
the company will not overpay its pre-
mium while being sure of what the ad-
juster is going to use as a yardstick for
paying the loss, namely, replacement
less depreciation or market value. This
is a very complex subject and deserves
a lot of attention by the corporate risk
manager. I

Monexpert risk assessment gains clout
Continued from previous page
the entire population at risk-the tradi-
tional calculation of the actuary. But

there are limits to this approach; a reac-

tor accident that kills 1,000 people only
once in 1,000 years is far worse than

some activity that kills one person a
year for a thousand years. (Leaving

aside the lives, the 1,000-death accident

would kill nuclear power.) Insurers
have traditionally dealt with this prob-

lem by writing it out of policies as "acts
of God or enemy action," but the new
risk assessment weighs the calcula-

tions for the size and visibility of the
event.

This is an intelligent adaptation of
strict actuarial practice to the popular
perception, although it would seem
very difficult to agree on how the visi-
bility o f the event should be weighted.

To my mind, another new approach
is more interesting: treating lives as in-

put to the production process. After all,
nuclear power plants are not built to

kill people, but to produce electricity;
other types of energy production also
kill people. Coal-fired power plants, for
example, kill calculable numbers of

miners, railroad workers and residents

downwind of the smokestacks.

So in effect, the electrical industry is
saying, "If you want electricity, you
have to kill people. We calculate how

nuclear power kills fewer people than
the viable alternatives." However cor-

rect this notion may be, it is somehow

unattractive, and industry-sponsored
studies try to take this into account.

Particularly ingenious calculations

have been made by Chauncey Starr of

the Electric Power Research Institute

to factor in the difference between vol-

untary and involuntary risks. The fact

that coal mining is a particularly haz-

ardous occupation is well known to

coal miners, and they are well paid for
accepting that risk, so in a considerable
sense, the death of a miner is less tragic
than that of a person who happened to
get leukemia in 1999 because he lived
downwind ofThree Mile Island in 1979.

However, a correction must be made

for a large mine disaster-you see how
complicated this becomes.

The auto industry has taken a differ-ent tack. Its problem is thatregula-
tors are requiring safety equipment on
all cars in order to save lives in the few

cars that have serious crashes.

An especially elegant analysis by
Richard Schwing of the General Mo-

tors Research Laboratories changes
the conventional "saving lives" to the

more accurate "extending lives": if we
don't die in auto crashes, we will die of

something else. There are many ways
to extend lives, ranging from improved

ambulance service to improved medi-
cal care-the costs of all ofthese can be

calculated and compared. Thus he

avoids the pitfall of placing a price on
human lives, and says plausibly that
we can invest our resources in solu-

tions that will extend lives the most at

the least cost.

Risk assessment methods may be

useful to focus attention on fundamen-

tals, such as concentrating more on the

large accident rather than the series of

small ones and looking for the
cheapest means of reducing safety and
health claims. But remember that the

education of the legislators and the

public at large is also a purpose of the
new risk assessment, and that we are

entering a period of hostility to govern-

ment interference. The regulatory mi-
lieu is changing, and those changes
will likely be influenced by the con-

cepts of the new risk assessment. .
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Improve operation with new outlook
By Z'ev Kronish

Handbook of Business Problem Solv-
ing

Edited by Kenneth J. Albert
MoGraw-Hill, 1221 Ave. of the Ameri-

cas, New York, N.Y. 10020
841 pages, $24.95

AdANAGEMENT would improve ifit took fewer things for granted,
say 92 consultants in 61 articles com-
piled in this handbook.

Managers·should stand back to look
at their situations from a different per-
spective, these consultants show us.

But their operative phrase is "to im-
prove," with an emphasis on doing
rather than philosophizing.

Z'ev Kronish is in the claims depart-
ment at Nationat Health & Welfare
Mutual Life Insurance Assn. His Te-
views of management books appear
regularly in BI.

-After a few chapters, the itch to heal
corporate malaise becomes notice-
able. You begin to appreciate that the
analytical skills left behind at the alma
mater can be mastered once again.

We can discount the volume's self-
serving promotional purpose and look
for nuggets through "conceptual in-
sight," as Bruce Henerson of Boston
Consulting Group would say.

The chapters, averaging 10 pages,
are punctuated by bold headlines and
attention-getting devices, and usually
feature case histories.

Harry Allen of Towers, Perrin, For-
ster & Crosby, for instance, notes that
custom is one of five factors influenc-
ing the choice of benefit programs. It
shouldn't come as a surprise that em-
ployers prefer to copy one another, es-
pecially when a trend becomes appar-
ent.

Observing that control comple-
ments organization, Donald W. Murr,
Harry B. Bracey Jr. and William K.

Hill, specialists with Arthur Young &
Co., add that this phase of manage-
ment is crucial simply because "or-
ganized activities do not run or func-
tion by themselves."

To solve an organization's internal
communications difficulty, Joyce
Asher Gildea and Roy G. Foltz, also
with TPF&C, recommend a dose of
listening at all levels, A keen sense of
social dynamics is required to encour-
age management and employees to
open up; the two groups have a hard
time reading each other even under
the best of circumstances.

A chapter on improving work
habits by Irwin P. Lazarus, associated
with Lester B. Knight & Associates,
suggests the initial task in problem
solving is to select a specific goal and
criteria. With managers today crying
for increased productivity, the search
for the best method of improvement
can no longer be random.

In reaching out to modify a person's
work routine, disarm any opposition
by explaining your approach and
welcoming· other ideas. Make a point
of withholding criticism, Mr. Lazarus
advises. Instead, use tact to win peo-
ple over.

The consultants warn that plans set
in motion can fall short of the mark
unless they are monitored. The dis-
tance between planning and imple-
mentation can be as wide as an ocean,
so control is the way to make goals
meaningful.

There is not much wit in these
pages; is that because business by its
nature is a heavyhearted subject? The
consultants deliver the messages
straight, and it would appear they
cover all bases except the intensely
human aspect of management. Enthu-
siasm is the indispensable hallmark of
any enterprise, and the human ele-
ment as an inspiring force did not
come forcefully across.

Pay premium for unterminated worker
HEN AN employer was responsi-ble for paying premiums on an

employee's
health and life

policies
throughout her
employment

and the employee was never properly
terminated, it was the obligation o f the
employer, acting as agent for the in-
surer, to pay premiums for the em-
ployee.

Mary Bliss was employed by Eney-
clopaedia Britannica Inc. in a sales po-
sition. In February 1975, she fell and
was injured while working. She was
hospitalized briefly and went home on
April 12, 1975, under doctor's supervi-
sion. On Aug. 15, she was admitted to
the hospital with abdominal pains. Ex-
ploratory surgery revealed she was suf-
fering from advanced carcinoma of the
ovaries. She died as a result of the dis-
ease on March 13, 1976.

Ms. Bliss was covered under three
group policies: life; basic hospital,
medical and surgical, and a $20-per-
day benefit while hospitalized. The evi-
dence was contradictory as to whether
Britannica had actually terminated Ms.
Bliss. The insurer paid benefits accru-
ing before April 30, 1975, but refused
all other claims. Her husband sued and
recovered about $30,000.

The appellate court pointed out that
Ms. Bliss was unable to return to work

because of sickness and injury and,
thus, even if she had been "deemed"
terminated, coverage would continue
under the policies. The court also be-
lieved her failure to continue premium
payments did not preclude coverage,
as this was a responsibility of Britan-
nica through payroll deduction of the
employee's share.

Thus, the court said that after both
Britannica and the insurer failed to bill
the employee for premiums due, the
employer could not assert its wrongful
acts of failing to pay premiums as a
basis for avoiding liability. Bliss vs. The
Equitable Life Assurance Society of

legal briefs
U.S., U.S. Court of Appeals for the 5th
Circuit, June 25, 1980 (BI/05/M.-$5).

Group health
What is an employer's duty in the se-

lection and retention of a group in-
surer? A Ten-

nessee appel-
late court ruled

the employer
was not liable

for failure to buy insurance when there
was no binding contract creating the
duty.

The employer transferred its group
insurance. Retirees were included in
the program. Whe]h the new insurer en-
countered financial difficulties, it pro-
posed a 100%rate increase. The retirees
sued the employer, contending it
breached its fiduciary duty. The trial
court ruled in favor of the employees.

The appellate court said the employ-
ees had no control over the employer's
actions in terminating the group policy
and no control in the selection of an-
other insurer. Thus, the court con-
cluded they had no vested right to con-
tinuation of the group policy over the
employer's objection. The employer's
only duty was to use reasonable care in
selecting a solvent insurer. Nidiffer us.
Clinchfield R. Co., Tennessee Court of
Appeals, March 12, 1980, permission to
appeal denied by Supreme Court May
19, 1980 (BI/03/J.-$5).

Blanket bond
The U.S. Court of Appeals for the 4th

Circuit ruled that a loss resulting from
the nonpay-
munt of ficti-

tious accounts

receivable,
which a busi-

ness had purchased, was excluded
from coverage under a blanket bond.

United Virginia Factors Corp. was
engaged in the business of purchasing

accounts receivable. A company sell-
ing and assigning accounts to Factors
was referred to as the client and the
debtors on the account were referred to
as the client's customers.

Factors entered into a contract with
certain clients under which the latter
sold to it certain accounts, contract
rights and other evidence of customer
indebtedness. Factors was to pay the
clients the face amount of the accounts

on their maturity less a charge of 1.25%.
In practice, Factors advanced 85% of
the. face amount less the 1.25%.

The accounts in question, however,
were fictitious. Factors was covered
under a blanket bond ihsued by Aetna
Casualty & Surety Co. that covered
loss of property through false pre-
tenses, except losses from nonpay-
ment of any loan transaction or note or
account assigned or sold, whether pro-
cured in good faith or through fraud or
false pretenses. Factors sued Aetna
and recovered a $500,000 judgment.

The appellate court reversed. While
the court agreed the transactions did
not qualify as a loan subject to the ex-
clusion, it said they fell clearly within
the plain meaning o f the exclusion for
nonpayment of accounts. The court re-
jected Factors' contention that the fic-
titious invoices were "counterfeited"
and not subject to the exclusion.
United Virginia Factors Corp. us.
Aetna Casualty & Surety Co., U.S.
Court of Appeals for the 4th Circuit,
June 19, 1980 (BI/02/F.-$5).

Implied contract
Does an employer have any obliga-

tion to an employee concerning a pos-
sible lapse of
coverage when
the insurers

were changed?
A Georgia ap-

pellate court ruled the employer by im-
plication agreed to continue coverage

, that had existed and had breached thatagreennent.

Mr. Callahan, an employee of Dawes
Mining Co., was covered by a group
health policy provided by the em-
ployer. Through the years he paid his
share of the premiums and used the
insurance to pay for medical and hospi-
tal expenses.

In 1975, the employer changed
health insurers.

The new insurer's representative
said, in the presence of the employer's
representative, that the coverage
would remain the same. Mr. Callahan,
who was illiterate, signed up for the
new insurance.

Mr. Callahan's wife was later hospi-
talized for a pre-existing illness not
covered under the new policy.

The insurer rejected the claim for last
illness expenses. Mr. Callahan sued his
employer for breach ofan agreementto
provide health insurance. He won in
the trial court.

The appellate court agreed, holding
that an employer owes to an employee
the duty of good faith and due care in
attending to the policy.

The employer also should make clear
to the employee anything required of
him to keep the policy in effect.

The court was satisfied, under the
facts here, that the employer had im-
plied an agreement to continue the ex-
isting coverage and that the new agree-
ment was breached when the new in- .

surer failed to cover the expenses in-

existing illness.
Dawes Mining Co. vs. Callahan,

Georgia Court of Appeals, March 20, 
1980, certiorari granted May 8, 1980 (BI/
04/D.-$5).

These abstracts were prepared by
Cases Unlimited Inc. Copies of the en-
tire decision mav be obtained by send-
ing a check for $5 made out to Cases
Unlimited, Business Insurance, 740 N.

Rush St., Chicago, Itt. 60611. Please list
the number for each opinion.
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Dub Martin & Co., Inc.

Specialists In Excess and
Surplus Lines Insurance

1900 Pacific Avenue, Suite 711 • Dallas, Texas 75201
214·748-0853 • Telex 73·0245 and 79·1654

Texas Only 1·800-442-7103

Members ol

Texas Surplus Lines Association, Inc. &

National Association of Professional Surolus Lines Offices

Wetalk
trash.

People in the oil business take a lot of pride in
what they do. They cheerfully refer to them-
selves as "oil field trash" and they speak a
language all their own.

At J. H. Blades & Co., Inc.,we speak the
same language. After all, we have more than
200 years of combined experience in oil and
gas insurance and risk management. We trans-
late oil field trash talk to original and innovative
energy package policies for you and your client.
No off.the.shelf answers

Our knowledge means a tailored energy
package policy that is unique. We look at each
energy project individually, and design a pack-
age policy that fits individual needs.
Underwriters hear us

When we start translating trash into in-

surance jargon, underwriters listen, and for a very
good reason:

We have an outstanding track record in oil and
gas insurance. In fact, it's unmatched. So when
we start explaining the risks on a particular proj-
ect, underwriters know they can have confidence
in the Blades·' team.

Talk to our team

You don't talk to one person when you talk
to J.H. Blades & Co., Inc. We work on a team

concept.

This means you have a greater depth of ex-
perience in the design of your package. It a sc

means yOu'll always find someone at home,
ready and willing to deal with your problems.
Here are the people who will be working
with you:

Bob Quinn, Jerry Burke, Bob Daniels, Joe
Dryden, Mike Dowling, Bennie Whittlesey, Dave
Eudowe, Dave Mayer, Gerry Averitt, Ken Keathley,
John Parsley, and Pam Keathley

Collectively, that's more than 200 years of
experience.
It adds up to greater value for your
client

Having a depth of experience in the field, the
respect of underwriters, and the team to make

sure you get the best thinking available-it adds
uplo the most for your client's premium dollar.

If that sounds good to you, call us.
Let's talk trash.

J.H. BLADES & CO., INC.
P.OBox 22003, Houston. Texas 77027 (713) 780-8770

Cable· BLACOINS Telex 791-392

riskWatch

Infant cove rag e
offe rs protection
for Lamaze class

By MARGARET LeROUX

When Business Insurance learned of a new professional liabil-
ity coverage-errors and omissions for childbirth instructors-it
looked like a job for me. I'm a recent graduate of the Lamaze
method of childbirth and the proud parent of a healthy baby boy.

Negotiations are being completed between the American So-
ciety for Psychoprophylaxis in Obstetrics, the association that
has certified 7,000 instructors ofthe Lamaze method of childbirth
in the United States, and broker Marsh & McLennan, which will

administer the special program.
Underwritten by Insurance Co. of

North America, the insurance will

cover legal liability for an error or
omission arising out of a childbirth
educator's instructions.

The cost of defense and financial

judgment are included in the policy, i
which has a limit of $1 million and an 
annual premium of $60.

"You could call it sleep insurance," 1
said George Whipple, M&M's pro- 
gram administrator. The risk of a 1
childbirth instructor being sued by a i-
dissatisfied student is slight, Mr. Margaret LeRoux
Whipple said.

"But it's not out of the realm of possibility."
The coverage may make instructors sleep better.
Even though there has never been a claim filed against an

ASPO certified childbirth instructor, "it's the feeling of the direc-
tors they'd better have a program in force just in case," Mr. Whip-
ple said.

"The underwriter is not looking for any losses," he continued.
"We look at the exposure as a light one.

Rita Bailey, acting executive director of ASPO, said the re-
sponse from members has been enthusiastic and the initial goal
of 700 policies in force by May seems likely.

"The general tone of today's society makes us very insurance-
conscious," she wrote in an ASPO newsletter.

Though some graduates o f the Lamaze method have criticized
their instructors for being unrealistic about the pain involved, no
one has actually sued over the issue.

A more likely problem would be injury to the baby that the
parents might contend was caused by something the childbirth
instructor told them to do.

Instructor training makes good loss prevention. I'd give the
instructor who taught the Lamaze class my husband and I took
high marks for loss prevention.

She was careful to explain that because individuals differ in
their tolerance of discomfort and their ability to relax, the birth
experience would be different for each of us.

She outlined what procedures we could expect during labor
and delivery and what anesthesia options are available. Many
people mistake the Lamaze method for so-called natural child-
birth, but most instructors follow the lead of Elisabeth Bing,
author of "Six Practical Lessons for an Easier Childbirth."

"If at any time you should feel the need for medication or
sedation, don't hesitate to ask for it," she advises in her book.

The Lamaze method, named after a French obstetrician, Dr.
Fernand Lamaze, who introduced it in Europe in the 1950s, seeks
to prevent or lessen pain by psychological and physical means,
hence the term "psychoprophylaxis."

The ASPO instructors teach women in their final weeks of

pregnancy and their partners a series of breathing and relaxation
techniques designed to lessen the discom fort o f labor and deliv-
ery.

"It's mostly a matter of using your own good judgment in pre..
senting the information to the class," said a childbirth instructor
who.has been teaching the Lamaze method for 10 years.

"You want to give the prospective parents true information,
but it's a problem, sometimes, of how to present it," she ex-
plained.

The advice insurers offerto many professionals seems to apply.
Communicate fully and carefully. Be realistic in explanations
and what you expect from clients.

"Some instructors who have had very easy deliveries them-
selves may not be realistic in their approach," she continued.
"I've known some who had students come back to them and say,
'You lied to me about childbirth. '"

ASPO's role in loss prevention is indirect. Instructors must
complete a training program that includes observing another in-
structor throughout a six-week class and a four-day intensive
session of seminars with other ASPO certified educators.

Each ASPO instructor develops a course outline for approval
by the association's directors, must pass a test on the information
and is observed by another ASPO educator while giving instruc-
tions to the class. There are also seminars for ASPO members to
keep their information up-to-date.

A certified ASPO instructor is necessarily a pretty good risk
manager; the coverage may be easing a phantom .pain.



Tough act to cover

Policies help set the stage
By STACY SHAPIRO

LONDON-To be or not to be in-

sured? That's not even a question
when actors fight with real swords
and swing on trapezes. The risks
can be too expensive to cover.

At the world-renowned Royal
Shakespeare Co., these and other
dangerous stunts make cast insur-
ance a less comprehensive pur-
chase.

"We did at one time cover actors

on the stage (during performance),
but we can't anymore," said Wil-
liam Wilkinson, financial control-
ler of the RSC. "It's too expen-
sive."

The actors perform so many
actions that there are bound

to be mishaps, including a few seri-
ous ones, he said. One actor actu-
ally died a few years ago when he
stabbed himself at the end of
"Macbeth." Another actor ske-

wered the hand of a person in the
audience with a sword during a
production of "Coriolanus."

All actors are covered under the

mandatory unlimited employers
liability insurance, which RSC
self-funds, Mr. Wilkinson said. The
actors liability insurance insures
the acts ofthe rest of the RSC's 700

employees, he said.
If a leading actor asks for extra

coverage in· his contract, he won't

get it, Mr. Wilkinson added. The
RSC also has no insurance to

guard against financial loss if an
actor can't perform and the show
must be canceled. "It's a risk we

can't afford to insure," Mr. Wilkin-
son said.

Because the stage is accident-
prone, the RSC takes precautions
to prevent disasters. Inspections

are made of the engineering equip-
ment above and behind the stage.
Each winch, light board, fly tower

and grid are inspected to make
sure nothing is faulty, Mr. Wilkin-
son said.

In case ofa fire in the leased Ald-

wych Theatre in London and the
RSC theatre in Stratford-on-Avon,
an emergency switch drops an iron

curtain, sealing off the stage from
the audience. The top of the fly
tower above the stage flies off,

leaving the stage open to the sky
and allowing the smoke to escape.

"The stage acts as a huge chim-

ney," Mr. Wilkinson explained.

At the home theatre in Strat-

ford, the iron curtain is immedi-
ately sprayed with water when a
fire does occur.

In addition to these precautions,
the RSC does pay 30,000 pounds in
insurance premium to the Royal
Insurance Group to insure its
property in Stratford, its employ-
ees, its props and costumes and its
troupe on tour. Coverage includes:

. Six million pounds in replac@-
ment cost for the Stratford-on-

Avon theatre, built in 1932 and
wholly owned by the RSC. Houses
where the actors stay for a season
in Stratford and storage space are
also insured for replacement
value.

• The picture gallery in the the-
atre hallway, with portraits of such
actors as Lord Olivier, is under an
all-risks policy for 60,000 pounds.

• A 300,000 pound all-risks pol-
icy covers the RSC's scenery and
props wherever they may be in the
United Kingdom on tour.

. Goods in transit are insured

for 180,000 pounds."We're always
on the move," Mr. Wilkinson
noted.

. If someone in the audience is

injured by tripping, being stabbed
or poisoned by food, the RSC is
insured for 2 million pounds.

Part of the Royal Shakespeare

Co.'s annual 6.5 million po-lnd in-
come comes from profits on over-

seas performances, such as RSC's
"Piaf" on Broadway. But unless
the RSC is conducting the tour it-
self, the foreign production man-
agement picks up the insurance,
Mr. Wilkinson said.

"We pass as much on to the h6st-
ing companies as we can," he re-
marked. "If we go under our own

management, we'll probably in-

sure all around."

Then the RSC must add nonap-
pearance insurance tobay the host
company if a show isn't per-
formed.

The troupe also will buy medical
insurance for the touring staff, a
benefit not needed under Britain's

national health insurance. Each

staffer is insured for 5,000 pounds

for medical services and 20,000
pounds for personal accidents. .

\\, fl If ,

The Royal Shakespeare Co. takes precautions to prevent disasters.
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Atlanta

1404) 266-8555

Detroit

(313) 963-7084

Pittsburgh
(412) 232-0430

Not by balloon, naturally unless
you absokitely insist. in which case

we should point out that ballooning
is high adverlure, but rather slow. We

know you'l prefer our sophisticated
comniunication system with direct

cable to London. It's very fast often

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

performance ind ability to provide the
market that precisely fits your risks.

Stedrt Sm#4*
Member Stewart Wrightson Insurance Group

As part of Stewart Wrightson, our overseas facilities
include 88 offices throughout Europe, Asia, the Mid
and Far East, Africa, Australia and South America. In
the United States we are recognized as specialists in
excess,'surplus, reinsurance and aviation marketing.

Our history doesn'E quite date back to the first
balloon*, but we have lo.11 years of service to the

insurance industry nd have been leaders in
introducing significant lines of coverage.

Bosion

(6170 426-0615

Los *ngeles
(213*382-6201

San Francisco

(415, 777-9766
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1783 - World's first sustained aerial flight, Montgolfier balloon (lower Right); 1785 - English Channel crossing, Blandiard and jeffries (Upper Right);

1793 - First North American ascent, Blanchard (Upper left); modern hot air balloon (Center}.

1 -4 ........'*•d

0

0

0



50 / business insurance, March 16, 1981

potlight_ri33eport' ·Lru

Premiums climb the charts

Rock bands make hit with insurers
By STACY SHAPIRO

LONDON-Rock 'n' roll bands

used to jump and shout and shake
it on out on long tours without
caring about injuries or lost reve-
nues.

But the days of rocking around
the clock without some kind of in-
surance are over in the multimil-

lio-n-dollar industry. Premiums
may be high for liability, nonap-
pearance and property policies,
but rock'n' roll policies are here to
stay.

"All insurance companies
thought they had long hair and
drank too much. I spent 10 years
convincing insurers they're very

responsible," said Willie Robert-
son of Robertson Taylor Ltd., the
star broker for touring groups.

"The music business had been

very uninsurance-minded," he
said, until he started 12 years ago
by insuring his friends in the King
Crimson band. Lloyd's was just
the market to write the coverage.

"Lloyd's has 1.7 million pounds
that they wouldn't have had with-
out the rock 'n' roll industry," he
said.

While Lloyd's will insure prop-
erty, nonappearance and other
coverages for touring groups, it
refuses liability policies. After The
Who concert in Cincinnati in 1979,

where five people were killed jam-
ming the doorways, Lloyd's had
enough of rock 'n' roll liabiity.

Enormous rates are being paid
to other London insurers for those

policies, said Mr. Robertson, who
brokered The Who on the unfortu-

nate tour, one of several losses.
Recently the group Rainbow,

also brokered by Mr. Robertson,
refused to do an encoreat the

Wembley stadium here. The fans
became violent and 17,000 pounds
worth of damage was done to the
stadium. Litigation for The Who
concert and the Rainbow concert

is still pending.
Musicians gendrally care about

property, though. Bands treat their
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musical equipment-including
computers worth up to 30,000
pounds-like mothers treat their
babes, Mr. Robertson said. Tight
security is always on hand now, in-
cluding police at U.S. concerts.

So Lloyd's is satisfied to write
most of the business for touring
musical groups, says Dominic
Adams, a lead underwriter. "The
more bizarre the industry, the less
likely you will get claims," he said.

Each tour is assessed differently,
Mr. Adams adds. The health ofthe

artists and the type oflifestyle they

lead are factors in rating. "Ifyou're
doing 75 cities in 85 days, that's a
strain," he remarked.

Lloyd's will cover financial
losses from nonappearance be-
cause of death, accident or illness,
Mr. Adams says. But he refuses to
pay a claim because a star has a
temper tantrum and won't go on if
the nonappearance is drug-related.

"If someone doesn't go on be-
cause ofdrugs, that's tough. Ifyou
OD, that's a deliberate act," he
said.

"The industry has a history of
drugs and we take that into ac-
count," he added. "If people be-
have in a businesslike manner, we

don't care ifyou're as high as a kite
as long as the driver's sober."

Nonappearance because of
death also seems to be more fre-

quent these days, Mr. Adams says.
Since Glenn Miller died in a plane
crash in 1944, big names have been

dying in the prime of their lives
about once every 18 months, Mr.

Adams says. Bill Haley, John Len-
non, Keith Moon, Marna Cass, and
Elvis Presley are the underwriters'
loss history.

"The odds are frighteningly
high, mind you, considering their
lifestyles," he said. "I'm talking
about traveling."

Most times groups fail to appear
during a tour because of injury or
illness.

Then expensive tours must be
canceled or rescheduled, adds Mr.
Robertson, who makes sure the to-

tal financial loss, including re-
funded ticket sales, is recovered.

All he asks to support a claim is a

legitimate doctor's note to certify
an illness. Fleetwood Mac missed a

day in Germany while on tour be-
cause of illness, and the broker
checked personally.

"I was out the next day and had
the claim paid within a week," he
said.

He also flew out to Los Angeles
this past year when Rex Harrison
took ill on his American tour of

"My Fair Lady," insured in the
London market. Mr. Harrison was

ill for three days, but the nonap-
pearance policy had a two-day de-
ductible.

Almost all the music industry
has been insured at some time

through London. The policy-
holders include the Rolling Stones
and Elton John and New Wave

groups.
"I'll take on any small band on

the road because they're the Roll-
- ing Stones of tomorrow," Mr. Ro-
bertson said. ,
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Innovative Insurance Needed
for Land or Offshore?

The ever advancing technology of the oil and gas industry
demands special attention to properly protect the substantial
investments required in developing unique new concepts.

Whenever or wherever a fresh insurance approach is re-
quired, Underwriters Special Risks, Inc. and their special team
of correspondents are responding to the innovative needs of
the energy industry worldwide.

Our experience in arranging energy industry insurances
assures sound coverage, economical cost and efficient claims
service the world over.

For the help you need with your next unique situation,
Underwriters Special Risks, Inc. could be the solution you are
seeking. Ask your agent or broker to try us.

US
(Underwriters Special Risks, Inc.)
600 Jefferson, Houston, Texas 77002
Telex 762314 Cable U.S. Risk

 A Halliburton Company
Dealing through agents and brokers
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N.J. will appeal award
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NEW YORK-The state of New Jersey will appeal a $766,000
liability award against it for the death of a bus passenger aban-
doned on a highway.

A federal court jury here March 3 awarded the judgment to the
widow of Robert Barron. who was struck by two cars and killed
while wandering drunk down a highway during a hurricane.

Mr. Barron, a 33-year-old stockbroker, "was definitely drunk"
when he boarded the Transport of New Jersey bus in New York,
said the plaintiffs attorney. He asked the driver to stop at a gas
station 15 miles north of his destination so he could use the men's
room. The driver drove off and left Mr. Barron at the gas station.
Mr. Barron began walking down the highway and was killed.

The drivers ofthe cars that struck Mr. Barron were sued, in turn,
by Transport of New Jersey, but the jury held them harmless,
according to Robert Grochow of Schneider, Kleinick & Weitz of
New New York, the plaintiff's attorney.

Transport of New Jersey. acquired by the state last October, was
self-insured at the time for the first $200,000 0 f liability per occur-
renee and has excess liability insurance with the Home Indemnity
Co., Mr. Grochow said.

Transport of New Jersey intends to appeal the verdict, contend-
ing its liability for passenger safety was too broadly interpreted, a
company spokesman said.

Self-insured comp fund
blossoming for growers

By JERRY GEISEL

APOPKA, Fla.-A new self-in-
sured workers compensation fund
for Florida plant growers has
sprouted.

The Florida Foliage Assn.,
whose 300 members grow : variety
of indoor and household plants,
has set up a self-insured workers
compensation pool to slasn mem-
bers' workers compensation costs.

Plan: growers with e>cellent
loss records may be able to cut
workers compensation bills by
more than 30% through a dividend
plan offered by the fund, says C.C.
Dockery, fund administrator.

"They saw the success of other
trade association funds and

thought they were large enough to
start a fund of their own," Mr.
Dockery said.

Under the pooling plan designed
by Summit Consulting Inc. of
Lakeland, Fla., dividends a mem-
ber receives will be based on its

own loss experience and the
fund's profits.

Summit manages similar self-in-
sured trade association funds in

Florida, including the Associated
Industries of Florida Self-Insurers

Fund (BI, Jan. 5).
Several companies in that fund

with no losses earned a 44% divi-

dend the first year.
Besides paying out dividends to

members with good loss ratios, the

Now the
NNinsurance companies

bring a new level ofstrength
to the

Armco Insurance Group
With the merger of NN Corporation and

Armco Inc., the Armco Insurance Group is now a
nationwide family of eighteen property, casualt;

and life insurance companies.

This partnership is built on the 112-year history
of superior performance and service that has

been a trademark of the NN insurance companies.
The 12 NN companies now at the forefront of the

Armco Insurance Group are all rated A or A +
by the AM. Best Company.

To this superior performance has now been
added the stability and resources of Armco,
a diversified Fortune 100 business leader.

Through these combined strengths, the Armco
Insurance Group offers the industry proven
underwriting expertise, service and stabilky.

Armco Insurance Group, 731 N. Jackson Stree -,
PO. Box 9E, Milwaukee, WI 53201

414/765-8444.
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Florida plant growers fund also of-
fers advance discounts of up to
15%of standard premium. The size
of the discount depends on how
big a premium the plant company
pays.

Once in the fund, members'
workplaces will be inspected peri-
odically by industrial safety engi-
neers from Summit Loss Control
Services Inc.

ESIS, the INA Corp. affiliate
that supplies statistical services
and claims handling for self-insur-
ers, will adjust claims.

The fund pays losses of up to
$100,000 per occurrence. Excess
coverage, supplied by several un-
named Bermuda-based insurers,
covers any single loss of $100,000
to $1 million.

Under an annual aggregate stop-
loss policy, also with Bermuda in-
surers, the fund reserves 70% of
premiums to pay claims. Once that
fund is exhausted, the aggregate

stop-loss policy pays the next $1
million in claims.

The fund has 49 members that

have contributed $320,000 in pre-
miums. The smallest premium is
$600, the largest $13,000. Average
premium is $6,000.

The fund's premium flow is in-
creasing by about $40,000 a month
and Mr. Dockery expects a pre-
mium of $700,000 contributed by
100 members by the end of the
fund's first full year.

Florida has become especially

fertile ground for trade associa-
tion-sponsored workers compen-
sation funds. In 1980, about 21

trade group pools captured about
10% ofthe $877 million in workers
compensation insurance pur-
chased in the state, an increase
from the 7.3% share o f the market

earned by 17 trade group pools in
1978. •

N.J. RIMS

picks 1981
officers

PARSIPPANY, N.J.-The New
3 ersey chapterofthe Risk & Insur-
ance Management Society has
elected new officers and directors

for 1981.

Officers are: Ronald McCartney,
director of risk management at
General Instrument Corp., presi-
dent; C. Carol Capossela, risk and
insurance manager at United
jersey Banks, first vp; John A.
Mancuso, risk manager at Inter-
pace Corp. vp-communications;
Stephen W. Scammell, senior cor-
porate risk administrator at Bee-
ton Dickinson & Co., vp-pro-
grams; Marilyn Maher, corporate
risk manager at Beneficial Man-
agement Corp., vp and secretary,
and Wilson King, director of risk
management at Rutgers State Uni-
versity, vp and treasurer.

Directors include: Charles Du-

puis Jr., risk manager for N.J.

Turnpike Authority; Meyer S. Got-
tlieb, insurance manager at Ameri-
can Hoechst Corp.; Kevin J. Chris-
tel, director of insurance at West-
ern Union Corp.; Jerry A. Luttrell,
manager-casualty insurance and
insuranceattorney at Nabisco Inc.;
Roy E. Pederson, assistant man-
ager-corporate insurance at John-
son & Johnson, and Patricia Weis-
ser, insurance specialist at Mutual
Benefit Life Insurance Co.

The group's next program will
be March 18 at the Holiday Inn in
Parsippany. Topics will be loss
forecasting and retention analysis,
presented by Jim Davis ofCorroon
& Black.



Liability seminar
deals physicians
preventive dose

By MARGARET LeROUX

ATLANTA-The Georgia Medi-
cal Assn. and its longtime malprac-
tice insurer want physicians to
take a risk management pill-with
a little sugar.

Doctors who attend a special
seminar on reducing professional
liability risks earn a 10% premium
credit on 1981 malpractice insur-
ance premiums, an 8% discount in
1982 and a 6% credit in 1983.

The physicians need it. Malprac-
tice claims jumped 40% in 1980,
and Georgia rates are slightly
above the national average,
according to the medical associa-
tion.

Georgia malpractice claims grew
from 447 in 1979 to 694 in 1980,

showing frequency and severity
"higher than ever before," noted
Thomas Uehlin, manager of St.
Paul Fire & Marine Insurance

Co.'s Atlanta office. "They (claims)
are all over the board" and show no

strong trends in any one area, he
added.

The leading cause of malpractice
claims in Georgia, the insurer says,
is post-operative complications,
followed in frequency by surgical
error and improper treatment of
fractures and dislocations.

But an underlying cause of mal-
practice claims is a breakdown in
communication between physi-

A communications

breakdown often

lies behind suits.

cians and their patients, says the
medical association.

That's what the seminar was all

about. The curriculum, focusing
on good doctor/patient relations,
was developed by Dr. J. Rhodes
Haverty, former president of the
Medical Assn. of Georgia, and
Steven Wilson, dean of Georgia
State University.

About 200 Atlanta doctors at-
tended the first seminar last De-

cember and five other meetings
are scheduled this spring.

The seminar explains what doc-
tors can do to reduce their mal-

practice liability, what to do when
a claim is filed and what happens
when a lawsuit is taken to court.

A mock malpractice trial with
plaintiffs attorneys graphically
demonstrates what a defendant

faces in court.

"The careless use of a word or

phrase can lead to a lawsuit," ex-
plained Dr. James Kaufmann, a
seminar leader. "Tell the truth,

don't conceal things from your pa-
tients and don't say things you
don't mean."

Doctor/patient relations extend
to a physician's staff and clerks,
seminar speakers added. Records
should be kept clear and concise
"as though a jury were to inspect
them" and receptionists should be
courteous and helpful.

"If your receptionist upsets the
patient, then dissension has its
foot in the door before you even
see the patient," a spokesman for
the medical association told doc-

tors.

The response of the doctors at-
tending the seminar was enthu-

siastic, "especially at the mock
trial," said Mr. Wilson of Georgia

State. "Although doctors are given
a lot of information on how to

avoid malpractice, many of them

have no inkling of how to handle a
lawsuit."

Dr. Kaufmann compared the
seminar to a driver education

course for high school students.
"It doesn't eliminate all the acci-

dents, but it does make a striking
difference in the behavior of those

who take it," he said.
Based or, the success of the

Georgia seminars, St. Paul, the
leading malpractice underwriter
in 13 states is c onsidering doing
similar seminars in Lhose states,

with the cooperation of state medi-
cal groups. .
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IRI makes changes in staff worldwide
INDUSTRIAL RISK Insurers in

Hartford expanded its eng_neering
service worldwide. In England,
Robert Medeiros was named dis-

trict supervisor of the London of-
fice, which is responsible for the
United Kingdom and Ireland Se-
nior engineer Douglas F. Nelson
and engineer Peter J. Willse were
added to the staff. In West Ger-

many, Daniel M. Carey was named
district supervisor ofthe Frankfurt
office, which serves West Ger-
many, Austria and Switzerland. In
Australia, Michael J. Hudson
named district supervisor of the
Sydney office, which serves Asia,
Australia and New Zealand.

Other insurer changes:
Ronald G. Alter elected senior

executive vp of Mutual Fire, Ma-
rine Inland In-

surance Co. He

will be respon-

sible for opera- -7 - YI
tions, f.nance,  I
underwriting, 
reinsurance -di
and claims for -i--w"EI,=S,

the Philadel-

phia-based 
company. He Aller

was VP of

financial staff at Allendale Mutual
Insurance Co.

Michael J. Monaghan joined
Fremont Indemnity Co. of Los
Angeles as a property/casualty
claims manager. He will be respon-

comings & goings: industry
sible for the overall administration

of property/casualty claims in the
San Mateo division. At the Sacra-

mento division, David Maylum
joined as senior loss-control con-
sultant.

Excess/surplus
Thomas J. Blattner appointed

vp of branch casualty operations

in the Los Angeles office of Bac-
cala & Shoip Insurance Services.

Thomas F. Tucker, James R.
Stevens and Merrill B. Walker Jr.

elected senior vps of Victor 0.
Schinnerer & Co. Inc., profes-
sional liability insurance program
administrator and underwriting
manager in Washington, D.C.

Colin Rainey named brokerage
manager and Rita Flanagan na-
med claims manager at Jack D.
Hunter & Associates, special risks
underwriting managers in
Arlington, Tex.

Reinsurers
Ronald K. McCarty, branch

manager of the Kansas City office
of RGC Intermediaries Inc.,
elected vp.

General Reinsurance Corp. in
Greenwich, announced the ap-

pointment c f eight officers: in the
Chicago office, Joel E. Babcock,
Thomas J. Elmer and Mary N.
Noonan promoted to assistant vps,
as was Jean L. Charet:e in the
Montreal office. Four assistant se-

cretaries were appointed: George
A. Buffum Jr. and Michael J. Mug-
glebee in Los Angeles. Karl J.
Amidon in Chicago and Paul A.
McFarlane in Toronto.

Harold E. Shergold named se-
nio- vp at __
North Ameri-

can Reinsur-

his new posi- 
tion, Mr. Illllligillllilllf

Shergold will '/IliqW
be responsible 
for manag.ng 
the firm's IlL 'F.11
treaty market- Shergold
ing operations.

David W. Derrick anc John B.

Zachry III appointed assistant vps
of RFC Management CorT. of Los
Angeles

Other suppliers
Paul J. MeVearry Jr. appointed

a consultant with RIMCO Risk

Management Inc. in Dallas.

Towers, Perrin, Forster &
Crosby announces the election of
six new vps: Clyde D. Beers, Phil-

adelphia; Edward C. Lane, Dallas;
James R. Lannen, Chicago; Jean
Y. Perron, Montreal; James W.
Walker, Boston, and James W. Ze-
manek, Dallas.

Gerold L. Stehr joined the Chi-
cago-based valuation consultant
firm of Lloyd-Thomas/Coats &
Burchard Co. as vp of operations.

Agents/brokers
W. Douglas H. Gardiner elected

chairman of Reed Stenhouse Cos.
Ltd.

Mr Gardiner is a director and

former vice chairman of The Royal
Bank of Canada and is a director of

several other major Canadian cor-
porations. He succeeds John B.
Aird, who left the firm upon his
appointment as lieutenant gov-
ernor of Ontario, Canada.

Daniel D. Pickard appointed vp
of Bayly, Martin & Fay Interna-
tional. Mr. Pickard will sprearhead
development of a worldwide net-
work of foreign correspondents fo-
cusing on foreign brokers.

John P. McLaughlin named
head of Area 2 ofMarsh & McLen-

nan Inc. He will manage an opera-
tion that includes offices in At-

lanta and other Southern cities.
Larry E. Davis named head of

the Notfolk iffice of Marsh &

McLennan Inc.

Peter A. Malito joined Corroon
& Black Co. of New York as vp in
the new business department.

Paul A. Land joined Sheppard,
Downing & Coleman Insurance
Service Ltd. as vp in their Edmon-
ton. Canada, office.
William

Kent III joined -AIL
Rollins Bur- i
dick Hunter of fo' s»,
Hawaii as vp in Mird-
the firm's San ,**a-

Francisco of-

fice.

J. Al Friday '..:i

joined Rollins ./.Ty-.t-

B u rdic k Kent
Hunter in At-

lanta as senior vp. He was vp-in-
surance with The Grand Union Co.

Frank P. Kelly Jr. appointed se-
nior vp in the San Francisco
branch of Reed Stenhouse; Robert
L. Jones appointed vp of business
development.

Stephen H. Wolter named chief

operating officer and executive vp
of Frederick Rauh & Co. in Cincin-
nati.

James V. Davis named director

of the advanced risk management
services division of Corroon &

Black Corp. in New York. Mr.
Davis will also become a member

of the executive committee of the

broker's insurance brokerage ser-
vices group. •

World leader in loss prevention engineering for commercial and industrial properties, and member of
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Five-part coverage protects law firms
SHAND, MORAHAN & Co. in

Evanston, Ill., is offering a compre-
hensive, five-part master insur-
ance plan to law firms with 26 or
more attorneys. It is designed to be
written with the firm's profes-
sional liability insurance and is
tailored to meet specific exposure.

The coverage sections, which
may be purchased alone or in com-
bination, are: Property, special
general liability, outside directors
and officers liability and inside fi-
duciary liability, comprehensive
umbrella liability and comprehen-
sive lawyers blanket bond.

The new master policy may be
issued for one to three years. Larry
Farano, assistant vp, manages the
underwriting of the new policy.

Manager manual
International Benefits Research

Associates has published a refer-
ence manual and self-training de-
vice for employee benefit and risk

management personnel entitled
"Employee Benefit Plans in the
United States of America." In-

cluded are briefings of all aspects
of employee welfare and retire-
ment plans.

The guide is cross-referenced
and indexed and a glossary of 300
terms is presented. It lists facts, ex-
plains their significance and dem-
onstrates how they fit in with
trends and developments. The cost

products & services
is $375. and toxic atmospheres.

For more information, write Called SCRAM, the hood weighs
IBRA, P.O. Box 241, Old 3 pounds and has a solid-state
Greenwich, Conn. 06870. chemical life support pack worn

behind the neck. SCRAM units fit

Contractor theft

fFireman's Fund Insurance Co. in

San Francisco has developed a
program to help contractors pro-
tect equipment from theft and van-
dalism. Booklets, decals and other
materials aimed at preventing

theft will be available to policy-
holders. Those that implement the
Trogram and suffer a loss from
theft will get their deductible re-
duced by 50%, says vp R. Z.
Zoellner.

"For example," he said, "a poli-
cyholder with a deductible of

$1,000 who puts our loss-control
recommendations into practice
would be responsible for the first
$500 of a theft loss." The program
i: available to :11 policyholders
without charge.

Emergency hood
Scott Aviation in Lancaster,

N.Y., has designed an emergency
hood that will allow the wearer 15

minutes 6f escape time from
smoke-filled, oxygen-deficient

'

\1

Emergency hood

everyone and are activated in sec-
onds, the company says. Users can
talk through the hood without any
loss of breathing protection.

When packed in atmosphere-re-
sistant cases, they can be stored in
potentially dangerous areas for up
to 10 years. The cost is $200.

Access control

Alarm Controls Corp. is intro-

ducing Kode Key: 620, a digital ac-
cess-control system for use with
electric door strikes, deadbolts or

any alarm system. The decoder
module and indoor/outdoor key
pads are easy to install and can be
matched with any existing secu-
rity system, the company says.

Based on a four-digit code, the
system features a built-in power

supply, two-channel output,
SPDT relays, contacts, rated two
amps and a four-wire connection
to key pad.

Cost of the decoder module runs

$43.50, the indoor key pad costs
$15 and the outdoor key pad $22.

For more information contact

the company at 151-22 W. Industry
Court, Deer Park, N.Y. 11729.

Concealed sprinkler
A new concealed recessed sprin-

kler is available from Grinnell Fire

Protection Systems Co. CLEAN-
LINE II offers a way to include fire

protection without detracting
from design aesthetics, the manu-
facturer says.

This model has several advan-

tages over the previous one, the
company says: its diameter is re-

duced 25%, it is easier to install and
each unit features a plus or minus
A inch adjustment. Cost of the
sprinkler is $8.50.

For details, write Grinnell at 10
Dorrance Street, Providence,

the Factory Mutual System. Call Allendale Insurance in Johnston, RI, (401) 275-4442. Or call your broker.

Rhode Island 02903.

Adjusters E&0
MBC-Colby Associates Ltd., a

New York-based excess/surplus
brokerage, announces new errors
and omissions coverage for public
adjusters in New York State.

Limits available are $100,000 to
$1 million on a claims-made basis
with a $1,000 deductible per loss.
Cover will be sold through li-
censed New York brokers at com-

petitive rates, the firm says.
For further information, contact

Morris L. Cohen at MBC-Colby As-
sociates Ltd., 200 Garden City
Plaza, Garden City, N.Y. 11530,
P.O. Box 50009; 212-343-1188.

Arson films

ducer and distributor of films for

is offering a collection of films on
arson.

industry and judicial personnel,
the firrn says.

Videotapes in any format and
16mm color prints are available di-
rectly from Film Communicators,
11136 Weddington St., North Hol-
lywood, Calif. 91606; 800-423-2400
outside California, 213-766-3747 10-

cally. .
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SOLUTIONS TO RISK
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. The American National Stan-
dards Institute has published its
1981 Catalog of American Na-
tional Standards that lists 10,000
of its approved standards. The cat-
alog is,available for $8.50 per copy
from ANSI, Sales Department,
1430 Broadway, New York, N.Y.
10018.

• The Society of CPCU has
published its second Public Af-
fairs Forum highlighting areas of
risk in society. Copies of the 12-
page newsletter are available by
writing Joan S. Keys, Director of
Public Relations, Society CPCU,
Kahler Hall, Providence Rd. (CB
#9), Malvern, Pa. 19335.

. Merntt Co. has added a Man-
agement Briefing Report that pro-
vides a quick overview of OSHA
matters that are detailed in its
OSHA Reference Manual Service.

First-year subscription rate for the
manual is $198. Write Merritt Co.,
Department 30701, P.O. Box 955,
Santa Monica, Calif. 90406.

. A complimentary issue of the
weekly Smart's Insurance Bul-
letin is available from Darrell

Heppner & Associates, 1120 E.
14th St., Suite F, San Leandro,
Calif. 94577.

. ABCs of Handling Business
Interruption Claims by Edward
N. Bradford is available from the

National Assn. of Independent In-
surance Adjusters, 175 W. Jackson
Blvd., Chicago, Ill. 60604.

. The Office for Professional Li-

ability Research has published
Mechanics' Liens for Professional

Services, aimed at architects and

Aviable new, high
capacity insurance
mar*et for the oiland
marine indlistries.

Global Special Risks is a viable new insurance
market built on long-term experience in the
offshore oil industry. The principals of Global
are insurance professionals with long personal
experience in the oil and maritime industries.
They 1mow the specific coverages to provide and
can write these coverages expeditiously and
competitively.

Through strong, long-standing associations
with underwriters in London, Global Special
Risks can provide immediate, high-limit
binding coverage for your clients. Global also
has authority and facilities to handle
settlement of claims locally.

** Global Special Risks serves only licensed
*, insurance brokers and agents. We invite

your inquiries.

Global

Special Risks, Inc.
433 Metairie Road, Suite 203, Metairie, La. 70005
504/838-8611/Talex 587452
LEE M. STENTZ, PRESIDENT
EDWARD W. COOKE, EXECUTIVE

VICE-PRESIDENT

MICHAET. GARIN, VICE-PRESIDENT

engineers. Some common prob-
lems encountered by design pro-
fessionals are examined. This is

the sixth special study in Guide-
lines for Improving Practice, a
loss-prevention series that costs
$50. For information, write OPLR,
Victor O. Schinnerer & Co., 5028
Wisconsin Ave. N.W., Washington,
D.C. 20016.

. Two sample wallet-sized
cards, Help, I'm Choking ...
Heimlich Maneuver and Levante
Correctamente, are available by

writing Darrell Heppner & Associ-
ates, 1120 E. 14th St., Suite F, San
Leandro, Calif. 94577.

• A four-page leaflet, 10 Ways,
describes how Industrial Risk In-

surers and producers work to-
gether and discusses coverage.
Write Communications Depart-
ment, Industrial Risk Insurers, 85
Woodland St., Hartford, Conn.
06102. »

. The Second Edition of the

Standard for Safety for Heating
Water Supply and Power
Boilers-Electric, UL-834, has
been published by Underwriters
Laboratories Inc. The standard
covers electric heating, water sup-
ply and power boilers of 600 volts
or less intended for commercial or

industrial use or for space-heating
in ordinary locations, in accord-
ance with the National Electrical

Code. Copies are available for
$425 each or $10.25 for the second
edition and revisions. A catalog of
UL standards is available without

charge. Orders with prepayment
should be sent to UL, Publications
Stock Department, 333 Pfingsten
Road, Northbrook, Ill. 60062.

. An Insurance Buyer's Check-
listfor Bankslistsvariouskindsof

insurance applicable to banks. For
a copy, send $10 to International
Risk Management Institute, 10300
North Central Expressway, Suite
350, Dallas, Tex. 75231.

. Staffing arrangements and
how they affect a hospital's legal
liability and effective defense
strategy are the subjects ofa serial-
ized feature published by the De-
fense Research Institute. The two

parts, entitled The Symptoms and
The Cure, focus on hospital emer-
gency room problems. Copies of
the article with footnotes and case

citations are available for a prepaid
handling fee of $4 through the De-
fense Research Institute, Suite
702,1100 W. Wells St., Milwaukee,
Wis. 53233.

. Property Insurance Annota-
tions-Fire and Extended Cov-
erages presents annotations to the
1943 Standard Fire Insurance Pol-

icy and Extended Coverage En-
dorsement. The annotations are

divided into four parts: "The Con-

tract Generally," "The Insuring
Agreement," "Conditions" and
"Extended Coverage." Relevant
statutory materials are included
with the judicial decisions. For a
copy, write the American Bar
Assn., Order Billing 519, 1155 E.
60th St., Chicago, Ill. 60637. Cost is
$25 for members ofTort and Insur-
ance Practice Section and $35 for
all others.

. Underwriters Laboratories

Inc. has published the Seventh
Edition of the Standard for

Safety for Unlined Fire Hose, UL-
18. Copies of this edition are avail-
able for $4.50 each or $10.75 for the
seventh edition and any revisions
to that edition that may be issued.
A catalog of UL Standards is
available without charge. Orders
with prepayment should be sent to
Underwriters Laboratories Inc.,
Publications Stock Department,
333 Pfingsten Rd., Northbrook, Ill.
60062.

. Reinsurance ... A Practical

Guide outlines pro-rata and excess
of loss reinsurance. It is available

for $5.50 from Interstate Service
Corp. The Captive Insurance
Company...An Emerging Profit
Center includes a glossary o f more
than 650 captive insurance compa-
nies and other valuable informa-

tion. It is available by mail for
$15.45 from Interstate Service

Corp., Box 1725, Oklahoma City,
Okla. 73101.

. An Insurance Buyer's Check-
list for Mercantile Risks is avail-

able for $10 from International
Risk Management Institute. For a
copy, contact IRMI, 10300 North
Central Expressway, Suite 350,
Dallas, Tex. 75231.

. The new Community Bankers
Insurance Buying Guide, de-

signed to assist community
bankers in obtaining the most eco-
nomical and timely insurance and
provide guidelines for purchasing
adequate insurance coverage, has
been published by the American
Bankers Assn. Copies are available
through the ABA's order process-
ing division, #213400, the Commu-
nity Bankers Insurance Buying
Guide, 1120 Connecticut Ave.

N.W., Washington, D.C. 20036; 202-
467-4120. Cost is $25 for members,
$31 for nonmembers.

. Underwriters Laboratories

Inc. has published the Fourth Edi-
tion of the Standard for Safety for
Liquid-Level Indicating Gauges
and Tank-Filling Signals for Pe-
troleum Products, UL-180. This
standard is an American National

Standard. Copies are available for
$3.75 each, or $9 for the fourth edi-
tion and any revisions that may be
issued while it is in effect. A cata-

log of UL standards is available
free. Orders with prepayment
should be sent to Underwriters

Laboratories Inc., Publications
Stock Department, 333 Pfingsten
Road, Northbrook, Ill. 60062. .

D elta Lloyds Insurance WHY YOU LL
Company can give

you competitive PREFER DELTA
quotes on cover-
ages for your low
risk clients. Since FOR PREFERRED
we're a Lloyds company
we're free of rate control TEXAS RISKS.
and can offer exceptionally
low rates for property and inland marine insurance in
Texas. Call Avrohm Wisenberg at (713) 621-8650. And
let us show you why you'll prefer Delta for your pre-
ferred risks.

DELTA
DELTA LLOYDS INSURANCE COMPANY L_.1

R O. Box 2045 Houston, Texas 77001

A Lloyds Company. Best rating "A"
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U.S. expands probe of Teamster fund
WASHINGTON-The Reagan

administration is expanding its in-
vestigation of the scandal-tinged
Teamsters. Central States Pension

Fund.

A special task force, composed
of members from the Labor, Jus-
tice and Treasury departments will
coordinate efforts in a pending
federal civil suit against trustees of
the $2.2-billion pension fund, the
nation's largest multiemployer
plan.

The task force was formed in the

wake of General Accounting Of-
fice charges that the Labor Depart-
ment bungled its five-year-old in-
vestigation ofthe fund (BI, Sept 1,
1980). Some members of Congress
considered removing the Labor
Department from the probe.

But the Reagan administration
says sloppy and uncoordianted le-
gal action against the fund is over.

The litigation strategy task force
will meet regularly to coordinate
pending litigation.

The administration also says it

intends to vigorously enforce the
Employee Retirement Income Se-
curity Act.

"It is of the upmost importance
that the workers of this country

know that their funds will be pro-
tected, and to that end the enforce-
ment of ERISA will be a top prior-
ity of this administration."

Barring taxation
Rep. Don Albosta (D-Mich.) has

introduced legislation (H.R. 65) to
bar taxation of Social Security
benefits.

"The only means of permanently
assuring that Social Security bene-
fits won't be taxed is to write those

protections into law," Rep. Al-
bosta said.

Several research groups, includ-
ing the President's Commission on
Pension Policy, have recommen-
ded that Social Security benefits

be taxed like private pension bene-
fits are taxed as income.

But a mgjority of congress finds
the idea "repugnant," and mem-
bers say they will battle to keep

Social Security benefits tax-free.
Sen. John Heinz (R-Pa.) is ex-

pected to introduce a similar bill in
the Senate.

Coverage opposed
The AFL-CIO says it will oppose

mandatory Social Security cov-
erage for public employees.

An attempt to cover public em-
ployees "would be inequitable and
begin an attack against the civil
service retirement system on
which those workers have relied,"
says John Leyden, executive
director fo the AFL-CIO Public

Employee Department.

Plan denounced

John Lyons, the only union
member of the President's Com-

mission on.Pension Policy, has de-
nounced the commission's recom-

mendation to gradually increase
the Social Security retirement age.

Lifting the retirement age to 68
"Would break faith with younger
workers" and "undermine confi-

dence" among workers who have
paid into the system expecting to
receive benefits at 65, said Mr.

Lyons, the president of the In-
ternational Assn. of Bridge, Struc-
tural and Omamental Iron Workers.

Instead of raising the Social Se-
curity retirement age, the govern-
ment "should implement effective
economic policies that enable peo-
ple to work," Mr. Lyons said.

Under the commission's recom-

mendation, the Social Security re-
tirement age would be increased
gradually to age 68 from 65 begin-
ning in 1990.

Commission chairman C. Peter

t

washington
McColough recently said the re-
tirement age must be increased to
keep the public retirement pro-
gram viable (BI, March 9).

Swine flu report
A new General Accounting Of-

fice report gives the latest informa-
tion on how the government pro-
cesses swine flu claims resulting
from its ill-fated 1976 mass inocu-
lation program.

The Justice Department reviews
all claims and rules on their valid-

ity. If a claim is ruled valid, the
Justice Department negotiates the
settlement.

If the department decides a

claim is not valid, a plaintiff can
sue the government in U.S. district
court. There have been more than

3,300 claims filed against the gov-
ernment.

At least 32 persons died after re-
ceiving a swine flu shot.

Free single copies ofthe GAO re-
port,"Processing of Claims Resul-
ting from the Swine Flu Program,"
are available from the Superinten-
dent of Documents, P.O. Box 6015,

Gaithersburg, Md. 20760. Specify
report no. HRD-81-33.

Suit settled
A Florida fabrics worker has

won a $10,000 settlement from a

firm that he says fired him after he
sought information about his pen-
sion benefit.

The Labor Department said
John P. Hebert, a participant in the
Gulf Fabrics Inc. retirement plan,
was fired by the Tampa-based firm
after he sought an explanation
from the company on the amount
of his vested benefit and contacted

the department about the calcula-
tion of the benefit.

The Labor Department filed suit
in U.S. District Court for the Mid-

dle District of Florida asking the
court to reinstate Mr. Hebert with

back pay.
The department said ERISA

bars a firm from taking action
against an employee who seeks ad-
ditional information about his or

her pension benefit.
After the suit was filed, Gulf

Fabrics agreed to pay Mr. Hebert

$10,00Oin back pay without admit-
ting to any violations of the law.
Mr. Hebert, however has decided
not to return to Gulf Fabrics.

Alternative index

The General Accounting Office
last week recommended a major

overhaul in the way Social Secu-
rity benefits are increased.

GAO suggested three alterna-
tives to the current automatic in-

dexing to Consumer Price Index

increases: The president or Con-
gress could be given discretion to
set the amount ofthe increase; the
increase could be limited to the av-

erage wage increase, or the CPI
could be revamped to more accu-
rately reflect changes in the cost of
living. .

"...the only foundation
of real business

is service."

At Midland, our prime objective is to
provide prompt, efficient insurance and
risk management services. We are a com-
pany big enough for strength and stability,
but organized so our specialists can be re-
sponsive to your total needs.

We work especially well with national and
regional companies involved in manufac-
turing, distribution and transportation op-
erations. Without appearing too immodest,
we should mention that Agents and Brokers
everywhere have nice things to say about us.

Our specialty is providing complete pro-
grams with tailored coverages that are

HENRY FORD

Inventor, Industrialist

custom designed and oriented.

These include SIR and large deductible pro-
grams. We also arrange filings and claim
administration to complete your program.

We found out a long time ago, that this is a
better way to run an insurance company. So
if you agree and you're the kind of person
who wants things done right, why not con-
tact us. Make us prove that we can do the
job--the way you expect it to be done.

Midland is licensed in all 50 states, the Dis-
trict of Columbia, Canada, Puerto Rico and
the New York Free Trade Zone.

Midland Insuirance Company
The Decisive Specialists

(212) 248-1130
160 Water Street, New York, N.Y. 10038



58 / business insurance, March 16, 1981

Liability suits threaten markets: Exec
NEW YORK-Massive product

and environmental liability law-
suits threaten the liability insur-
ance mechanism, says a reinsur-
ance executive.

"Our society may well be re-
quired to face up to the fact that
the insurance mechanism is inca-

pable of delivering several hun-
dred thousand dollars for every
person who died of cancer or some
other cause," says William N.
Edwards, American Reinsurance
Corp. assistant vp.

New asbestos claims are being
filed at the rate of 500 per month,
compared with 200 per month a
year ago, he told a CPCU meeting
here. As ofFeb. 1, 11,718 individual
plaintiffs had sued 725 defendants.

It costs defendants an estimated

$45,000, excluding legal costs, to
dispose of each case, Mr. Edwards

maintains. Legal costs could run
four to six times loss expense, he
adds.

At the rate o f 6,000 new asbestos
suits annually, it will cost the in-
surance industry $1.35 billion in
loss and loss adjustment costs to
dispose of them, he says. That is
more than one-fifth of the $6.3 bil-
lion generated in 1980 through
general liability premium, exclud-
ing medical malpractice, he points
out.

Suits alleging injury due to ex-
posure to harmful substances in
the environment pose even a
greater threat to liability insurers,
Mr. Edwards says.

"There.is a huge pool of injuries
that evoke tremendous sympathy.
Lawsuits, often class actions, are
being filed all over country alleg-

ing various and sundry substances
are causing cancer and other prob-
lems, including birth defects."

The situations include Agent Or-
ange, Love Canal, PCBs and ben-
zene. "Some knowledgeable peo-
ple in the oil industry think the
benzene claims will make the as-

bestos litigation pale by compari-
son," Mr. Edwards warns.

If 10% of the nation's 400,000 an-
nual cancer deaths are compen-
sated at $300,000 each-a median
value for wrongful death claims-
the cost would be $12 billion-
nearly double the 198) general lia-
bility premium, he says.

Insurers should not dismiss

these suits as being of dubious
merit, Mr. Edwards warns:

"Plaintiffs attorneys do not file a
suit unless they think they can get
some money out of it," he said.

"They will not win them all, but
given the uncertainty of cancer
and other disease causazion, con-
flicting evidence and tremendous
emotional appeal, the plaintiffs are
going to win many lawsuits. Each
win will encourage more filings."

Even when insurers might con-
sider a claim to be without merit

they wind up paying, Mr, Edwards
says. Such was the case in a suit
filed by 1,000 factory employees
against three dozen of their
employer's suppliers. It was set-
tled out of court for more than $2
million even though no link was
established between the products
and the plaintiffs' health.

High legal costs were the culprit.
"In this case, a single monthly
meeting of the defense lawyers
cost the carriers in the neighbor-

MARIEL: THE INSURANCE MARKET
FORTRUCKING SINCE COFFEEWAS
ANICKELANDARIG COST $1,000.

Back in 1930, the trucking industry was
starting to move. Ribbons of interstate highways
were beginning to make new transportation
patterns for Americans. And Markel was a new
business a specialty insurer for an adolescent
industry. It was the beginning of Markelability:

In the fifty years since Markel wrote its
first trucking risk, technology has completely
overhauled the American trucking industry. And
Markel has been a vital part of that development,
innovating to meet the ever changing specialty
insurance needs of the American motor carrier.

Like the trucking industry, Markel has
changed and grown dramatically in half a
century. Yet, with all the changes, Markel has
been the only stable, consistent market respon-
sive to the needs of the trucking industry for all
those years.

Because we've been in trucking over the
long haul, we provide unmatched expertise for
handling transportation risks and finding insur-
ance that gives maximum coverage for each
dollar spent, whether it's self insurance, guaran-
teed cost or retrospective rating.

For trucking coverage liability, physical
damage and cargo for all specialty insurance
risks profit from 50 years of Markelability*

*Markelability: The unusually fast, creative,
competitive service Markel provides in Excess
& Surplus, Marine, Aviation, Trucking and all
Specialty Insurance lines.

PROFIT FROM 50 YEARS OF MARKELABILITY.

MARIEL SERVICE,INC.1980
1930

Markel Service, Inc., 5310 Markel Road, Richmond, Virginia 23230. Telephone (804) 282-5423. Telex: 82-7455
WATS Iineto Richmond: 800-446-6671. Offices in Atlanta, Boston, Calgary, Chicago, Dallas, Montreal,

San Francisto,Tampa, Toronto.

hood of $20,000," Mr. Edwards
said.

Settling liability claims is a
"terrible dilemma" for the insurer

and it is hard to fault them for their

strategy, he says.
Often, the decision to settle is

made by an inexperienced claims
examiner in a field office whose

supervisor must worry about
keeping expenses within his bud-
get, he explains.

Legal defense costs in large-
scale liability suits could be con-
trolled by havingone team ofattor-
neys represent several or all defen-
dants, Mr. Edwards says. The De-
fense Research Institute's indus-

try-wide litigation committee is
exploring ways of streamlining de-
fenses and reducing costs, but
each policyholder is entitled to a
full defense, he adds. •

News status

will boost
HMO aid

TRUMBELL, Conn.-Physic-
ians Health Services here has be-

come the first federally qualified
independent practice association
in New England, a move that is ex-
pected to dramatically boost en-
rollment.

"We struggled for three years to
get 10,000 subscribers, without
having much access to major em-
ployers in Fairfield County be-
cause those employers demand
that an HMO be federally qualified
before it can be offered to their em-

ployees," said executive director
Michael Her6ert.

"This move means that we will

now have access to the major em-
ployers in the area and there will
be an opportunity for a great many
more people to take advantage of
the IPA/HMO," he said.

Although the plan approved by
the federal government projects
Physicians Health Services will
have 35,000 subscribers in the
Bridgeport area within five years,
Mr. Herbert said he believes the

IPA will grow faster than now that
it has federal backing.

"I think we can top that figure. It
is realistic to assume that we could

reach 25,000 within two years, and
within five years, well, who
knows?" he asked.

The federal qualification also
means the IPA will be able to bor-

row funds from the government at
lower interest rates than would be

available from commercial banks.

The IPA plans to borrow $85,000,
Mr. Herbert says.

About 100 employer groups now
offer the IPA to their workers.

Physicians Health Services in-

cludes about 80% of the practicing
physicians in the greater Bridge-
port area, Mr. Herbert said. •

Minorities rate

more injuries
CHICAGO-Minority workers

are bearing a disproportionate
amount of workplace injuries, ac-
cording to the Chicago Reporter, a
magazine that examines racial is-
sues in metropolitan Chicago.

Minorities are suffering higher
rates of cancer and other diseases

linked to the work environment

because industry employment
practices place them in the least
skilled and most dangerous jobs.

The publication said that in
some industries, where shops are
small and poorly regulated, minor-
ity workers make up the bulk of
the employee population, while in
larger facilities where most
workers are white, non-whites do
the least healthful jobs. •



Firm to appeal
court's approval
of expropriation

MONTREAL-Asbestos Corp.
plans to appeal a Quebec Court of
Appeals ruling that the company's
assets can be expropriated by the
province of Quebec.

The court last week found the

provincial expropriation law is
constitutional and allows the prov-
ince to seize the firm.

Asbestos Corp. is 54% owned by
St. Louis-based General Dynamics
Corp.

The ruling follows a 21-month le-
gal battle in which the appeals
court upheld a lower court deci-
sion that the province is empo-
wered to seize the firm (BI, June 9,
1980).

The province passed expropria-
tion legislation in 1979, but Asbes-
tos Corp. fought seizure efforts,
arguing a provincial government
could not interfere with a com-

pany incorporated under Cana-
dian federal law.

Insurance officials at General

Dynamics have said the asbestos
firm is not insured for expropria-
tion.

Comp amendment
SINGAPORE-New amend-

ments in Hong Kong's workers
compensation act allow workers
receiving benefits to earn up to
$600 a month in non-manual occu-
pations without jeopardizing their
benefits. The previous maximum
was $360.

The death benefit also was

raised to $21,600 from $16,800 and
total disability benefits were
raised to $28,800 from $21,600, says
Johnson & Higgins International.

Saudi instability
NEW YORK-Intensifying hos-

tility between Middle East nations
could topple the mgnarchy in
Saudi Arabia and pose serious
threats to international business

interests there, says a Frost & Sub
livan political risk survey.

Political stability, and conse-

quently the future of foreign firms
operating there, will depend on the

Saudi government's abilityto keep
out of a crisis should one develop.

A military regime could radi-
cally alter the climate for interna-
tionalinvestment, especially ifit is
dominated by socialists or reli-
gious fundamentalists.

The analysts, however, say there
is only a 19% chance of major loss

for businesses in the country over
the next 18 months because it ap-
pears the current regime will re-
main in power for the time being.

The probability of loss rises to
42% over the next five years be-
cause of the growing danger that
ideological factions will gain
power and may topple the govern-
ment.

Product liability
BRUSSELS-A new insurance

market is forming to provide prod-
uct liability coverage to European
Economic Community manufac-
turers exporting to the U.S.

A group of insurers, forming
Pace Exchange International, will
provide primary and excess cow
erage. Mutual Fire Marine & In-
land Insurance Co. of Philadelphia
will provide primary layers of up
to $1 million per occurrence with
excess layers to be arranged
through Lloyd's of London bro-
kers Hargreaves, Reiss & Quinn
Ltd. and S.A. Unireas, a Belgian in-
surer based in Brussels.

Several French, West German

E' rm-»frfn 1
and Swiss insurers have expressed
interest in providing excess cov-
erage.

The First New York Syndicate of
the New York Insurance Ex-

change has already accepted some
of the reinsurance for the primary
layer, said a spokesman for Con-
dren, Riebling, Trieber & Co. Inc.,
New York-based broker and unde-

rwriting manager for Mutual Fire
Marine. .
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1 Employee Benefit 1* $2000

1 Communications Handbook

1 Handbook ne=0Ii,
At last, here is an informative handbook for making·

 benefit communications more effective!
Successful step-by-step techniques are revealed to

 increase employee interest, understanding, appreciation and
prudent use of benefits.

Written by award-winning creative director Dennis
Hommel, this concise manual tells how to evaluate available

 media, select a communications consultant, plan an eUective
creative strategy, determine true costs and execute mes- B/wwur i sages dynamically!

It also gives tips cn how to gain management approval
 for an ongoing communications budget, and much more. ELUT/1 4/*Al

Truly a valuable guide for any Benefit Manager.
CY "'Ne•

$20.00, P&H and sales tax included. 30 day money back SSE612guarantee. D&B rated firms may send P.O., others must -
6, 0... Hmel include payment. No CODs.

UPG Publications Division, Dept. 812, Box 700, Redwood City, CA 94064.
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Just when you're certain
there's no difference in
Reinsurance -

U

ALONG COMES FOLKSAMERICA!

If you've concluded that there's no difference in

Reinsurance Companies-or in the service they offer -
here's a pleasant surprise.

FOLKSAMERICA-a new American reinsurer with a

strong Swedish ancestry-doesn't believe in the need
for lwo weeks turnaround time. Or indecisiveness.

Or committee decisions.

Offer us a reasonable opportunity to respond -

we'll respond in a most reasonable manner!

Reinsurance with an

emphasis on service-

ALONG COMES

FOLKSAMERICA
FOLKSAMERICA REINSURANCE COMPANY

A Member of The Folksam Group of Stockholm, Sweden
100 William Street. New York, NY. 10038 · Tel. (212) 483-0330
Telex: 64-9076 Twx: 710-581-5387
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Million-dollar product awa rds increase
By JERRY GEISEL

SOLON, Ohic-The trend to
make defendants pay for failty
products or serv.ces continues to
grow, with a record high number
of million-dollar jury awards in
1979.

In 1979, juries around the coun-
try awarded 80 millien-dona= ver-
dicts, up from the previous record
of 66 million-dolhar awards in both

1977 and 1978, according to Jury
Verdict Research here.

Since 1962, when :he firs: mil-
lion-dollar award was made. the
number of blockbuster awards
had grown rapidly. Between 1962
and 1969, 19 million-dollar awards
were rendered. But between 1970
and 1979, juries awarded 383 mil-
lion-dollar judgments.

Juries in Califirnia tave

awarded 75 million-dollar judg-
ments, more than any other state.
Florida rEnks second with 56 mil-

lion-dc·llarjudgments.followed by
New York, 23, and Michigan, 33.

Other states where juries have

handed coin a high number of
million-dollar awards include
Texas, 28 Illinois, 22, and Pennsyl-
vania, 13.

Product liability suits lead all

liability situations in numbers of
million-dilarjudgments, with 96.
A total of 74 million-do.lar medical
malpractce awards have beer. re-
cordei wi:h 26 million-dollar

awards Ivo-ving autcmobile colli-
sion cases.

These .arge judgments tend to
be aa arded in cases when the

plaintiffhas suffered massive mju-
ries, says Jury Verdict Resear=h.

Of the 407 million-dollar judi-

ments awarded s.nce 19€2.104, or
26%, went to plaintiffs who suf-
fered serious brazil damage.

Another 24% or 99 awards. went

to plaintiffs permanently para-
lyzed. Sixty of *e big verdicts
were for wrongful deatn and 40
were for the amputatior of a leg
and/or arm.

According to :ury Verdict Re-
search records, -.he largest judg-
ment ever made -8 any indi·r.dual
was the $128 million a California
jury awarded in 1978 to an lE-year-
old youth who was severely in-
jured in an acciient in.clving a
1972 Ford Pinto (3I, Feb. 2), 197 3).

The plaintiff charged Ford
placed the gas tank in Pintc s in a
spot the auto manufacturer knew
from its own studies would make

the tank prone to ruptire upon

light impact. Ford later recalled
mc re than 1 million Pintos to make

alterations to the gas tank.
That record $128 million award,

which included $125 million in
punitive damages, was later re-
duced by a judge to $6.5 million.
Ford is appealing.

While a jury award of $1 million
or more may seem high, 'it is often
b::ed upon legitimate computa-
tions of expected lifetime lost
earnings and/or medical expenses
necessary to sustain the plaintiff
for life," Jury Verdict Research
notes.

In addition, the amount of
money a plaintiff receives at settle-
ment after the appeals process has
been exhausted often is considera-

bly less than the initial award.

A 1977 survey by the Insurance

.....

Services Office found the average
payment for a product liability
claim was less than $5,000.

The number of million-dollar

judgments awarded includes:
1962: 1 1972: 22

1963: 2 1973: 18

1964: 1 1974: 24
1965: 3 1975: 26

1966: 1 1976: 47

1967: 3 1977: 66
1968: 5 1978: 66

1969: 3 1979: 80

1970: 7 1980: 21 (info
1971: 11 incomplete)

"Injury Valuation Reports. CuT-
rent Award Trends" is availabk

for $1250 per com; from Jury Ver-
diet Research Inc., 5325 Naiman
Parkwal/, Suite B, Solon, Ohio
44139; 216-248-7960. Specify No.
246 in ordering the report.

FASB

seeking
comments

STAMFORD, Conn.-The Fi-

nancial Accounting Standards
Board is looking for your opinions
on how the cost of benefits prom-

ised to retirees should be reported
to your shareholders.

Corporations could be forced to
report the cost of promised retire-
ment benefits as a liability on the
balance sheet instead of as an obli-

gation in a footnote.
This is one of the most contro-

versial issues addressed in a new

discussion memorandum issued

by the FASB in its effort to revamp
the way corporations report pen-
sion plan information.

FASB wants your comments on
the issues.

The goal is to make information
reported to stockholders compara-
ble among different companies.

Critics of current accounting
methods charge existing stan-
dards make it impossible to com-
pare the amounts of expense and
liability resulting from pension

promises,
An interim standard-FASB

36-is only a stopgap measure to
improve the comparability until a
final standard can be prepared,
said FASB project manager Timo-
thy S. Lucas.

Forcing corporations to show
obligations to pay pension benefits
as a liability on the balance sheet

"would reduce reported stock-
holders' equity or net worth by sig-
nificant amounts in some cases,"
Mr. Lucas said. "In other cases, de-
pending on the shape of the final
rules, it might have the opposite
effect."

Most corporations expect such a
reported liability would reduce
their net worth, and so oppose
such a change.

FASB also wants to address ac-

counting for other post-retirement
benefits.

At issue is whether a company
that promises to continue health
insurance for retirees should ac-
crue for the cost of that insurance

while the person is employed.

In all, eight issues involving ac-
counting for pensions and post-re-
tirement benefits are addressed in

the memorandum.

FASB wants your comments by
June 17. Public hearings also will
be held in New York July 13-15.

Up to five copies of"Employers'
Accounting for Pensions and
Other Post-Employment Bene-
fits" are available free from the

FASB, High Ridge Park, Stam-
ford, Conn. 06905. •



Planned collision

will provide data
on marine safety

By STACY SHAPIRO
y.

LONDON-Two ships that pass

in the night or the day or in fog,
sleet or rain sometimes run into oil

rigs or bridges or each other.
But now a university professor

here wants to find out just how
safe these marine structures are

and how much damage they can
take. So he's planning to ram two

25,000-ton ships together to see.
"The best scale is full-scale,"

said professor Douglas Faulkner,
head ofthe department ofnaval ar-
chitecture and ocean engineering
at the University of Glasgow in
Scotland, where small-scale mea-

surements of ship safety are taking
place.

Professor Faulkner will look for

insurance coverage for the two old
tankers he hopes to get from a
Greek shipper in case they sink
when pushed together at approxi-

mately 10 knots. "We'd have to in-
sure it for sinking and not getting
the scrap value," he said.

But professor Faulkner isn't
sure he and his team of marine

technologists will be able to afford
this second step in their program.

Hydrodynamic experiments are
now going on in the laboratory to
mathematically discover how
much damage certain structures
can take when in water. That alone

will cost the university $90,000.
But moving experiments to

open sea would cost about $1 mil-
lion and take five years, he says.

Sponsors would be needed. Some
agencies he hopes to interest are
the U.S. Department of Energy
and the U.S. Coast Guard.

The most vulnerable ships to
study will be the liquefied natural
gas carriers, the professor says.
"The LNG carriers could lead to

quite a serious explosion," he said.
Present regulations are designed

to prevent this, but he and his team
think there is room for improve-
ment in safety of LNG ships.

The new noating oil rigs used in
the North Sea and elsewhere are

also fairly vulnerable to collision
and damage from the seas, he said,

adding these need to be studied.
Beginning this summer, profes-

sor Faulkner will be in Houston to

examine Conoco's new tension leg
platform designs to see if they will
be safe offshore of the United

States in deep water, a project in-
dependent of the university but
very important to the study.

Broker probed
Lloyd's of London has begun an

investigation into the small
Lloyd's broker Oakeley, Vaughan
& Co. following a complaint from a
third party about the broker's
transactions with Syndicate 862,

managed by Oakeley, Vaughan
(Underwriting). The syndicate is in
the aviation field.

"We're investigating certain
files," a Lloyd's spokeswoman
said."Somebody came to the dep-

uty chairman and the (Lloyd's)
corporation with photocopies of
documdntsrelatingto the Oakeley,
Vaughan broking documents."

Lloyd's has had the fullest coop-
eration with Oakeley, Vaughan in

the investigation and has made
available all its files, the Lloyd's
spokeswoman said.

Capsized rig
LONDON-Norway's oil risk in-

surance pool now owns the cap-
sized oil rig Alexander Kielland,
after paying more than 25 million

,*'ondon lindu
aa- al

pounds, the total loss, to owner
Stavanger Drilling, the London
press reported.

Now the pool wants to hand over
the capsized rig to the Nc,rwegian
government to recover todies still
trapped. At least 123 people died

when the rig capsized las: year.
The government refused to try a

second attempt to right the Kiel-
land after the first attempt, which
cost 6 million pounds, fafed. .
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Florida firms to get $6 million
SARASOTA, Fla.-More than $6 mil-

lion in 1979 workers compensation in-
surance premiums will be returned to
the pockets of more than j 1,000 Florida
businesses.

The refunds are from the Florida Con-

struction, Commerce & Industry Self
Insurets Fund. The $6 million repre-
sents nearly a third of 1979 total pre-
miums, said Gilbert Waters, administra-
tor of the nonprofit insurer that writes
workers compensation coverage for
more than 2,000 Florida firms.

The total mcludes $3.8 imillion in di-
rectrefunds, bonuses of'5%ofpremiums
for the 700 members with low loss rates

and 14% advance discounts for pre-
miums paidjn a lump sum, rather than
in installments over the year.

About>two-thirds of policyholders are
construction firms, said Mr. Waters.

Florida is shedding its light-jndustry
image with aresidential and commercial
development building bobm that has
substantially increased workplace haz-
ards, he said. "We had 24 (work-related)
ddaths here last year." f

*owever, the accident rate has been
declinin* steadily the last few-years, at
least among the fund's policyholders.
"Our claims per dollar of premium have
improved in each of the last three
mrs," he said.

The fund received one claim per
$2,400 inpremium inboth 1979 and 1980,
a reduction from 1978's ohe c·laim per
$2,200 in premium, he said. The figure
contrasts with the state average of a

claim for every $1,900 in workers com-
pensatioh premiums.
- Fifty per cent of the fund's policy-

holders had no claims in 1979.
1 A#other 20% had claims of less than
15%tof paid premiums, according to Mr.
Watbrs.

- The accident decline is primarily the
werk of the fund's eight loss prevention
#pecialists.

They are concentrating on the 10% to
15% of the policyholders with claims
equalling 65% or more of their pre-
miums, he said.

"We'll turn our loss control staff loose
to-cooperate with the employer and fig-
6re fout why the problem is happening
andi then try to correct the cause," he
Said,
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Solvency
concerns

regulators
NEW YORK- Insurance regula-

tors fear continued poor under-
writing results could erode the
adequacy of the insurance
industry's capital base, says a sur-
vey by stockbroker Bache Halsey
Stuart Shields Inc.

This is the regulators' second

most pressing problem, surpassed
only by their departments' bud-
gets, the 1980 survey shows. In a
January 1979 survey, personal
lines rates were rated as the big-
gest problem followed by budgets.
Solvency and adequacy of capital
ranked sixth then. -

"Insurance commissioners' pri-
mary responsibility is for sol-
vency," noted Bache insurance
analyst Herbert Goodfriend, who

conducted the study. "The policy-
holders' interest comes before

everything else."
New entrants into the insurance

marketplace during the past five
years fueled the competitive en-
vironment in which underwriting
losses are commonplace, Mr.
Goodfriend says. Insurance com-
missioners do not fear an immi-

nent rush ofinsolvencies, but want
to make sure insurers do not let

their premium-to-capital ratios
run wild, he adds.

The commissioners said

workers compensation is the most
troublesome line of property/das-
ualty coverage, followed by pri-
vate passenger automobile and
product liability. The ranking was
the same in the 1979 survey.

The long-tail exposure of
workers compensation makes it
impossible to correctly price for
the ultimate exposure, Mr. Good-
friend notes. Workers compensa-
tion eligibility rules, referees' atti-
tudes and benefit ceilings can
change, affecting the relevance of
cost analysis.

Availability of coverage is most
often a problem for product liabil-
ity insurance, followed by profes-
sional liability and workers com-
pensation insurance. In 1979, pro-
fessional liability ranked first, fol-
lowed by private passenger auto-
mobile and workers compensa-
tion.

Insurance commissioners said

their regulatory efforts were most
unsatisfactory in dealing with
ERISA-exempt employee benefit
plans, followed by multiple em-
ployer trusts and workers compen-
sation self-insurance. METs

ranked first in the 1979 survey, fol-

lowed by health insurance and
property/casualty rates.

By a 63% to 37% mgjority, the

commissioners said they did not
foresee the federal government in-
creasing its role in insurance regu-
lation soon. The commissioners

opposed an increased federal role
93% to 7%.

Federal jurisdiction would be
most effective in dealing with pri-
vacy, health insurance and sol-
vency and adequacy of capital,
those polled said. Nearly half,
however, indicated the federal
government would be ineffective
in any area.

States are increasingly including
investment income in ratemaking,
the survey found. More than four-
fifths of those polled said invest-
ment income is formally or infor-
mally considered in the ratemak-
ing process. In the 1979 survey,
only 47% said their ratemaking
rule's required consideration of in-
vestment income.

Of the commissioners whose

states currently do not consider in-
vestment income in ratemaking,
60% said they are considering it for
the nearfuture. •



Playtex promotes
assistant exec ·

INTERNATIONAL PLAYTEX

Inc. in Dover, Del., has promoted
John Polakovic to risk manager-
property/casualty insurance. Be-
fore accepting
this upgraded
position, he
was assistant

risk manager,
a position that
will not be

filled. Mr. Po-

lakovic, who
joined the firm . i

in 1976, also Polakovic

has held vari-

ous claims positions with Liberty
Mutual Insurance Co. He has a

bachelor's degree from Villanova
University, an ARM designation
and is working toward a CPCU.

***

New York-based Joseph E. Sea-
gram & Sons Inc., in a reorganiza-
tion of its risk management de-
partment, has named Douglas S.
Kasten assistant director of risk

management and Russell C. Op-
ferkuch property and loss-control
manager. Mr. Kasten, who reports
to Don Davignon, director of risk
management, previously was
property risk manager. He has
CPCU and ARM designations. Mr.
Opferkuch, who reports to Mr.
Kasten, previously was loss-con-
trol engineer. He has a bachelor's
degree in engineering from Stony
Brook University; an M.B.A. from
Pace University and a CSP.

***

Pepsi-Cola Bottling Group in
Purchase, N.Y., has named Robert

Flugger to the newly created posi-
tion of manager of risk manage-
ment. Mr. Flugger, who reports to
Regina Fisher, director of account-

ing, previously was manager of na-
tional accounts for Kemper/
NATLSCO. He is a graduate ofThe
College of Insurance.

***

Cosco Industries Inc. in Spring
Valley, N.Y., has named Edward
Sinnott, 28, risk manager to re-
place Michael Kushner, who left
the company as reported. Mr. Sin-
nott, who reports to Bill Downey,
executive vp and chieffinancial of-
ficer, previously was an engi-
neering representative for Aetna
Life & Casualty Co. in White
Plains, N.Y. He holds a bachelor's
degree in biology and chemistry
from Kenyon College in Ohio and
belongs to RIMS.

***

National Starch & Chemical

Corp. in Bridgewater, N.J., has
named Lottie Murray group insur-
ance supervisor-employee bene-
fits. Ms. Murray, who has been
with the company since 1974, has
served as claims processor and
group insurance leader. She re-
ports to benefits administrator
Bergit Thompson.

***

Food Fair Inc. in Fort Lauder-

dale, Fla., has promoted Allan A.
Goldberg to vp of insurance and
risk management from risk man-
agement manager. In this new po-
sition, Mr. Goldberg maintains his

old responsibilities and reports to
Darrell Stiffer, senior vp of indus-
trial relations. He has a bachelor of

science degree in management
from the University of Louisville.
Before joining Food Fair a year
ago, Mr. Goldberg was director of
general insurance for Fuqua In-
dustries Inc. in Atlanta.

***

Perry S. Zukowski, 22, has
joined Walgreen Co. in Deerfield,
Ill., as insurance specialist, replac-
ing Tom Durkin, who was promot-
ed to insurance administrator. Mr.

Zukowski is a 1980 graduate ofthe
University of Wisconsin at White-
water with a bachelor's degree in

comings &
goings: buyers

finance. Mr. Zukowski will be re-

sponsible for risk cost accounting,
analysis of loss development and
compiling risk-financing statis-
ties. He reports to Mr. Durkin.

.

We'd Zike to report on staff
changes in your risk management
or employee beneAts department.
Just drop a note to Mary Ann
Matlock, Business Insurance, 708
ThirdAve.,N.Y.,N.Y.,10017 orcall
212-986-5050.
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-Managing General Agents/Surplus Line Brokers 

, DVUA, INC. -
- Corporate Headquarters,

WESTERN PENNSYLVANIA

412-281-3920
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125 Greenwood Avenue, Wyncote, PA 19095·
215-572-3800
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Sail through the Bermuda tangle with General Re.
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For the newly formed captive company or
the captive venturing forth toward the profitable
assumption of outside business, the way is
fraught with peril.

Setting proper retention levels, creating
workable excess programs and correctly
evaluating outside business require skillful
underwriting techniques for much of the way is
uncharted.

Actuarial counseling, claims and statistical
analysis; each requires an expertise exclusive to
reinsurance.

General Re offers experienced counsel in
any area of reinsurance management.

Chart a successful course for your captive.
Call your General Re underwriter today

General Re
General Reinsurance Corporation, 600 Steamboat Road, Greenwich, Connecticut 06830 (203) 622-4000;

General Re Services, Ltd., Insco House, Church Street West, Hamilton 5-31, Bermuda (809-29) 5-3742 Telex: 3623-GRSRV-BA
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Don't bark

up the
wrong tree!

If you need coverage for a wood

working ooeration, including auto

mated sawmt Is, you don't have to

search any further We sfecialize
in insuring tte forest products in

dustry at competitive rate,

4 Property Insurance
4 General Liability Insurance
4 Equipment Floater Policies
4 Group Health and

Life Insurance

1, 1 11 1 11

Specialists in non-medical professional
liability coverages for architects,
engineers, lawyers, accountants,
police and sheriffs' departments

ALSO

Umbrella and Excess Casualty Covers,
and miscellaneous Errors & Omissions

BROKER MEMBER

NEW YORK

INSURANCE EXCHANGE
Licensed as brokers, agents, surplus lines
brokers, and reinsurance intermediaries

Firms step up security
for property, execs: Poll

CHICAGO-U.S. ecrporations
are stepping up securizy and pro-
tection programs to guard prop-

erty and the safety of senior execu-
tives.

A survey conducted by A-T-O
Inc. of Ohio shows three of every
five Fortune 1,000 fhms have a
burglar alarm and electric
floodlighting while 50% have other
security devices, such as automati-
cally timed lights and closed-cir-
cuit television. Two in five have

electrinic card identification sys-
tems and one in four has armed

guards.
"Corporate executies are con-

cerned about this problem not
only on a local and national level,
but cn an international level as

well," the report says. "Subse-
quently, they are taking compre-
hensive security prerautions to
protevt themselves, their families

and their corporations."

There also is concern over kid-

napping of senior executives and

arson at plants and offices, it says.
Thirty-nine percent of the Fortune
1,000 senior executives surveyed
fear =hey a family member or a
business associate will be kid-

napped. Consequently, they take
safety precautions at home and on
their way to work or when travel-
ing.

This concern is mc,st prevalent

among companies that send ex-
ecutives abroad on business, espe-

lilli I. m

Table 7: Corporate Security Devices

Has your company installed any of the following precautionary
devices at company headquarters:

Building Security'
Checks

Fire Alarms

Automatic Sprinkling
System

Burglar Alarms

Electric Floodlighting

Automatic Light
Timers

Closed Circuit T.V.

88%

87%

84%

669

64%

50%

48%-

Electronic Card 38%'
Identification r-=.

Photo Electric

Timers

Arrned Guards

30%

Number of

Respondents

3--7.12%*(2951
. 1/1/11.

"13%-:..„'4 l292)
16%».(292)

'1111111,

]50%«5/
41/1141JJ i 1 1 i 1 1 1 1 1 1 1 1 11 1 1 1 , (279)

52%7/
11111.1% (278)

=1111'111'mililimlimiiIf· (281)

85(264)

24  7il,1894%%9&4%WMWA# (282)
_ Yes 'jill/»

cially if they go to international
trouble spots where terrorist and
politically motivated attacks are
common.

As a result, 73% ofthe companies
operating where executives have
been attacked have a security co-
ordinator, the survey shows. In ad-
dition, 60% of the executives
polled take at least one type of se-
curity precaution at home through
either alarms, unlisted telephone
numbers or keeping confidential
the location of their residence.

While traveling, 42% of execu-
tives either inspect hotel rooms for
hidden intruders or leave their

television sets on·when out of the

room to fool potential attackers.
Another 38% take precautions go-
ing to and from work, including
varying their route of travel, alter-
nating cars and avoiding public
transportation for fear of acci-
dents.

The report shows the bigger the
company, the greater the concern
over kidnapping. Of executives
with companies having annual
sales of $1 billion or more. 57% are

afraid of being kidnapped, com-
pared with only 24% at companies
with $300 million or less in sales.

With respect to arson, 40% are
afraid their corporations will fall
victim to arson possibly resulting
in destruction.of company opera-
tions.

Examining the overall dimen-
sions of corporate concern about

crime, the report shows 46% of re-
sponding executives say the threat

of crime in their "corporate neigh-
borhood" has caused them to take

security measures to prevent
burglaries, theft and assaults on
employees.

Also, a vast array of hardware is

being used to ward off criminals.
For instance, 88% of the respond-
ing corporations use building se-

curity checks, 87% have fire
alarms, 84% have automatic sprin-
kler systems, 66% have burglar
alarms, 64% have electric
floodlighting, 50% have timed
lights, 48% have closed-circuit tele-
vision, 38% electronic card identi-
fication systems to control access,

30% have photoelectric timers and
24% employ armed guards.

In determining security needs,
seven of 10 firms said they take a

systematic approach to security
problems, evaluating the firm as a
whole. Still, companies stress a va-
riety of areas in security programs
such as prevention of criminal acts
on corporate premises, employee
education, maintaining a low pro-
file for executives, crisis manage-
ment or using security specialists.

Other findings show that among
1% of U.S. firms, crime played a
part in their choice of locating cor-
porate headquarters. Five percent

have seriously considered relocat-
ing because of crime rates and 2%
will move in the near future to es-

cape increasing crime. •

Table 12: Comprehensiveness of Security Program

Please indicate which of the following best describe policy guidelines of
your security program.

Our security program:

Tries to prevent criminal acts
on company premises and

against employees.

Stresses maintaining a low 73%;." r- '.,,.-/..
profile for top executives. r---,  «,-

Stresses education of

employees on security
procedures.

Takes an overall systematic

approach, evaluating the secur- 71%r
ity needs of the corporation as r -
a whole, its individual branches,

and specific individuals.

Includes detailed crisis man-

agement plans in case of
emergencies.

Is coordinated by a security
specialist.

Numberof

Respondents
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datebook

MARCH 30-APRIL 3. The 1981 NAMIC
Midwest Risk Inspection and Loss Preven-
tion School in Bettendorf, Iowa, sponsored by
the National Assn. of Mutual Insurance Cos.;
$95 for members, $150 for nonmembers.

80, D,anapois BDd. 462 317-7-500
APRIL 2. One-Day Benefit Briefing in San
Diego, sponsored by the International Foun-
dation of Employee Benefit Plans; $120 for
members and $145 for nonmembers. Also
April 3 in Las Vegas. IFEBP, P.O. Box 69,
Brookfield, Wis. 53005; 41+786-6700.

APRIL 5-10. 19th Annual Conference in San
Francisco, sponsored by the Risk & Insurance
Management Society; $395 for full week, $325
for partial week. RIMS, 205 E. 42nd St., New
York, N.Y. 10017; 212-557-3221.

APRIL6-9. Machine Safeguarding Seminar in
Rockford, Ill., sponsored by the Alliance of
American Insurers; $95 (open to member and
subscriber companies only). Ginny Dowling,
Alliance of American Insurers, 20 N. Wacker
Drive, Chicago, Ill. 60606; 312-558-3700.

APRIL 7-8. How to Improve Your Insurance
Coverage and Reduce Costs Using the Risk
Management Process Seminar in Las Vegas,
sponsored by the International Risk Manage-
ment Institute; $435. Also April 21-22 in Chi-
cago, May 5-Gin Philadelphia and May 19-20 in
New Orleans. IRMI, Suite 208, Building IV,
10300 North Central Expressway, Dallas, Tex.
75231; 21+363-9656.

APRIL 9-11. International Foundation of Em-
ployee Benefit Plans' 1981 Corporate Bene-
fits Management Conference in Miami Beach;
$440 for members, $515 for nonmembers.
IFEBP, P.O. Box 69, Brookfield, Wis. 53005;
414-786-6700.

APRIL 13-15. Insurance Loss-Control Confer-
ence in Pittsburgh, sponsored by the Alliance
of American Insurers; $70 for members, $65
each for three or more from the same com-
pany, $80 for nonmembers. Loss-Control De-
partment, Alliance ofAmerican Insurers, 20 N.
Wacker Drive, Chicago, Ill. 60606; 312-558-
3700.

APRIL 20. Fire Protection in High Rack Stor-
age Seminar in Anaheim, Calif., sponsored by
the Society of Fire Protection Engineers; $55
in advance, $65 at the door. Russell Hoeltzel,
SFPE, 3303 Wilshire Blvd., Los Angeles, Cali f
90010; 213-380-1600.

APRIL 23-24. Computer Systems to Improve
Safety Management, Claims Management
and Insurance Management Seminar in Dat-
las, sponsored by Corporate Systems; $345.
Corporate Systems, P.O. Box 31780, Amarillo,
Tex. 79120,806-376-4223.

APRIL 27. How to Save Ocean Transporta-
tion Dollars Workshop in Los Angeles, spon-
sored by the American Importers Assn.; $90.
Also April 28 in San Francisco. AIA, 11 W.
42nd St., New York, N.Y. 10036; 212-944-2230.

APRIL 27-28. Self-Insurance and the Use of
Captive Insurance Companies in Chicago
Seminar, sponsored by New York University;
$725. Also June 22-23 in New York. NYU-SIC
Seminar, Registrar, 14th Floor, University
Conference Center, 360 Lexington Ave., New
York, N.Y. 10017; 212-953-7272.

APRIL 28-30. Designing for Fire Safety and
Hazard Control Seminar in Norwood, Mass.,
sponsored by Factory Mutual System; $475.
Training Resource Center for Loss Control,
Factory Mutual System, 1151 Boston-Provi-
dence Turnpike, Norwood, Mass. 02062; 617-
762-4300.

APRIL 30-MAYl. Second Annual Eastern Re-
gional Safety Congress and Exposition in
Philadelphia, sponsored by the National
Safety Council; $45 in advance, $55 at the door
($35 per dayl Professional Development Sem-
inars extra. NSC, Congress Planning, 444 N.
Michigan Ave., Chicago, Ill. 60611; 312-527-
4800.

MAY 4-5. Investment Strategies for Cap-
tives: A Premium Topic Conference in New
York, sponsored by Interforum Group Inc.;
$525. Interforum Group Inc., 68 William St.,
New York, N.Y. 10005; 212-269-2240.

MAY. 4-5. Meidinger Social Security Work-
shop in Washington, D.C.; $325. Also May 11-
12 in Los Angeles and May 27-28 in Chicago.
Dale Detlefs, Meidinger Inc., 2440 Grinstead
Drive, Louisville, Ky. 40204; 502499-1240.

MAY 44. Planning a Preretirement Informa-
tion Program Workshop in Rowayton, Conn.,
sponsored by Hewitt Associates; $850. Also
June 8-10 in Lincolnshire, Ill. Beverly MeRae,
Hewitt Associates, 100 Half Day Road, Lin-
colnshire, Ill. 60015.

MAY 13-14. IPA-HMOs: Implications forPhy-
sicians Seminar in Philadelphia, sponsored
by the Pennsylvania Medical Society and the
Pennsylvania Medical Care Foundation; $300.
Dr..Robert A. Zelten, American Health Man-
agement & Consulting Corp., 85 Old Eagle
School Road, Strafford, Pa. 19087; 215-293-
9367 or 215-243-7770.

MAY 14-15. Protecting Trade Secrets Pro-
gram in New York, sponsored by the Practis-
ing Law Institute; $300. Also May 28-29 in San
Francisco. PLI, Department QLC, 810
Seventh Ave., New York, N.Y. 10019; 212-765-
5700.

MAY. 15-16. Product Liability Update Pro-
gram in New York, sponsored by the Practis-

1

ing Law Institute; $300. Also June 54 in Chi-
cago and June 2647 in Los Angeles. PLI, De-
partment QLC, 810 Seventh Ave., New York,
N.Y. 10019; 212-765-5700.

MAY 17-19. Southwest Pension Conference
Educational Conference in Albuquerque; $165
for members, $190 for nonmembers. South-
west Pension Conference, P.O. Box 401248.
Dallas,.Tex. 75240; 214-741-5000.

MAY 17-20. 1981 Washington Legislative Up-
date in Washington, D.C., sponsored by the
International Foundation of Employee Bene-
fit Plans; $360 for members, $435 for nonmem-
bers. IFEBP, P.O. Box 69, Brookfield, Wis.
53005; 414-786-6700.

JUNE 1-3. Linking Up the Risk Manager,
sponsored by The Risk Management Institute,
University of Dallas; $695 (conditional). Bruce
Evans, P.O. Box 3685, Irving, Tex. 75061; 214-
579-5360 or 214-579-5330.

JUNE 14-17.20th Annual Professional Devel-
opment Conference in Salt Lake City, spon-
sored by the American Society of Safety Engi-
neers; $275 for members, $325 for nonmem-
bers. ASSE, 850 Busse Highway, Park Ridge,
ILL. 60068; 312-692-4121. •

In all, we can give you help in six critical areas.
One of these is data processing.
With CLASS - Computerized Loss Administration and

Statistical System - you gain support in all phases of your
risk management and insurance program.

It's the most sophisticated on-line system available.
Key benefits include lower costs, greater accuracy, more

even workflow, and fewer backlogs.
You'll find it easy to incorporate CLASS into your present

operation. That's because Equifax RMS technicians will
assist you with start-up, train your personnel, and take care
of any servicing needs. Most importantly, a complete
backup system is in place to minimize downtime.

But CLASS is only one part of the story.
You also get full support in these areas: (l) loss control

consulting/inspections and training (2) claims administra-
tion/regulatory compliance (3) rehabilitation (4) health
screening (5) employment checks.

How can we help you? Our professional risk management
team will be glad to review your program, make specific
recommendations, and implement the plan of action you
approve.

1
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International
Relnsurance tervices, Inc.

200 WestMonroe Street·Chicago, Illinois 60606· 312,782-9547· Telex 206-089

66Equifax Risk Management Systems offers you
themost completeline of services available from

I Richard L. Maloney, CPCU, ARM
one source. Executive Vice President

A facultative and treaty intermediary offering Five Star Service for
hard-to-place risks in top rated national and international markets.

Your inquiries are welcome! Contact Vice President Arlan Shorey
or Second Vice President Bill Yurek.

r I

Youget in-depth risk and insurance management information-
support includes a Computerized Loss Administration and Statistical System- from Equifax RMS.

For complete information about Equifax RMS, call Rich
Maloney at (404) 329-9029. Or just fill out this coupon and
drop it in the mail today. We'll respond right away.

Professional services from tbe service professiodals

EQUIFAX Suite 500A
1800 Century Blvd.

Atlanta, Georgia 30345Risk Management Systems

Yes, I want to find out more on how Equifax RMS
can help me:

El Please give me a call as soon as possible
0 Send me your complete, in-depth brochure(s) on:
C] Claims Administration O Loss Control
El Computerized Loss Administration-& Statistical System
D Occupational Health Screening Il Employee Screening
0 Rehabilitation Management
Name/Title

Company
Adrl reff

City State Zip
Business Phone ( )
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UNDERWRITING MANAGERS FOR

DOMESTIC AND FOREIGN INSURANCE

COMPANIES

©ar
Casualty Facultative/

Allen Administrative Headquarters

*5?einsurance .1200, State Bank Center
Freeporl, Ill. 61032

Agency, {Inc. Coble DAR/ALLEN/FRPT

815/235-1047•Telex 257-476

property
Facultatiue ©arCouerages

Suite 1160,101 N. Wacker Drive rillen *
Chicago, Ill. 60606

312/853-3501• Telex 25-3232

Cable DAR/ALLEN/CGO
:Reinsurance

Agency of Chicago, £tj.

N.Y. Insur

approves
NEW YORK-Two more syndi-

cates will operate as underwriting
members of the New York Insur-

ance Exchange.
The exchange board of gov-

ernors last month approved In-
ternational American Syndicate
Inc. and South Place Syndicate
Inc., bringing to 23 the numoer of
underwriting members.

International American, man-
aged by AIG Syndicate Managers
Inc., was formed by one domestic
and six foreign insurers and Syn-
part Inc., a Miami-based privately
held noninsurance concern.

Insurers participating in the syn-
dicate are: Abeille-Paix Reassur-

ances of France, C.A. Seguros
Orinoco of Venezuela, Com-
pangnie Financiere et De Reassur-
ances Du Groupe A.G. ofBe_gium,
Ming-An (Overseas) Inc. of Hong
Kong, Nichido Fire & Marine In-
surance Co. Ltd. of Japar, Om-
nium Insurance & Reinsurance

Co. of Bermuda and Transporta-
tion Mutual Insurance Co. c f Phil-

adelphia.
AIG Syndicate Manage. s also

manages AIG Multi-Line Syndi-
cate and Anex Syndica:e.

South Place Syndicate is owned
by 10 foreign and four U.S insur-
ers and is capitalized for $':.4 mil-
lion. Syndicate participants are:

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

So do the LEADING Agents and Brokers!

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

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

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

Aggregate
Specific
Cotostrophic

• Stop Loss insurance for Self-Funded LTD

i Management Services for Self-Funded
Employee Benefit Flons

I Errors 6 Omissions Coverage for
Claims Administrators

Data Processors

Attorneys
Actuories and Pension Consultants

I Group Life 6 ADGD
Regular and Stop Loss

I Catastrophic Disability Insurance
Lump 5um Payments for PTD
up to 31,000,000

Monthly Benefits up to $20,000

I Kidnap and Ransom Insurance

• Blanket Bonds for Banks and other Finon»

ciol Institutions

I Professional Athletes' Coverage
Individual Players
Teorns

I Reinsurance Seivices

Consultation

Treaties Placed

Automatic or Focultotive

Individual or Group
Life or Health

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

STEVEN P. STUCKY, C. L.U.

Senior Vice President-Marketing

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

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

ance Exchange
2 more syndicates

markets

People's Insurance Co. of China,
AGF Reassurances of France,

Canadian Indemnity Co., The Con-
tinental Insurance Co., Elite Insur-
ance Co. of Canada, Finnish Ma-
rine Insurance Co., Hafnia Haand I
Haand of Denmark, Lumberman's
Mutual Insurance Co., Motorists
Insurance Co., Nissan Fire & Ma-
rine Insurance Co. ofJapan, Nord-
en Skadfersikring A/S of Norway.
Northland Insurance Co., Phoenix
Assurance Co. Ltd. of Great Brit-

ain and Seguros America Bana-
mex of Mexico.

Continental Reed Stenhouse

Management Co. Ltd., a joint ven-
ture of The Continental Corp. and
Reed Stenhouse Cos., will manage
South Place Syndicate. The firm
also manages Maiden Lane Syndi-
cate.

The exchange board of gov-
ernors also approved O'Connor
Associates Ltd. as an associate

(nonvoting) broker member.
Exchange premium volume for

January totaled $19.1 million, the
highest monthly volume since the
exchange opened March 31, 1980,
said exchange president Donald E.
Reutershan.

Broker revamps
Lloyd's broker Stewart Wright-

son U.K. Group Ltd. has been
reorganized. All direct multina-
tional business will now be

directed to Stewart Wrightson
London Ltd., formerly called
Stewart Wrightson (U.K.) Ltd.

A new holding company called
Stewart Wrightson U.K. Manage-
ment Ltd. will be responsible for
the London-based nonmarine and

employee benefits operating com-
panies, the broking group said.

G. Boden has been appointed
managing director of the holding
company. H. Purchiase is now
managing director of marketing
for the London-based brokerage.

In other changes, Stewart
Wrightson Assurance Consultants
Ltd. is called Stewart Wrightson
Benefit Consultance Ltd., and
D.M. Kerr has been named chair-

man of the Scottish division of

Stewart Wrightson.

European operation
Hogg Robinson Group in Lon-

don has amalgamated its U.K. and
European operations to form Hogg
Robinson Europe.

The new company hopes to ex-
pand the present Hogg Robinson
companies in the United Kingdom

and Europe, bringing together the
retail insurance broking, benefit
consulting, credit insurance and
political risk insurance of the
group. These include Continental
Benefit Consultants & Credit In-

surance Assn. in Belgium, France
and Holland. Other Hogg Robin-
son companies are in Guernsey,
Italy and Malta.

Mass marketing
American Home Assurance Co.

in New York has formed Market-

pac International Inc. to develop
and implement mass-marketed in-
surance programs for trade asso-
ciations and safety groups.

Alexander L. Sarno, assistant vp
of American Home/National

Union Insurance Cos., has been

named manager of Marketpac, re-
sponsible for underwriting and
servicing all Marketpac business.
He and his staff are located at

American International Group
headquarters in New York.

Marketpac is writing two open
and two endorsed programs
through American Home. Market-
pac has a similar agreement with
New Hampshire Insurance Group.

Risk workshops
The Risk Education and Re-

search Center, a new firm in
Eugene, Ore., will develop and
conduct risk and insurance man-

agement workshops for local gov-
ernments and businesses.

The center will develop pro-
grams for reducing business
losses, systems for risk financing,
data processing programs, person-
nel recruitment and audiovisual

education. Principals are John F.
Janzen and Sam B. Huston.

Association plans
Small group organizations, me-

dium-sized corporations and asso-
ciations will be the targets of
Glenn, Nyhan & Associates, new
San Francisco brokerage and con-
sulting firm.

The firm says it will provide me-
dium-sized corporations and trade
associations with a range of risk
management and employee bene-
fits consulting services as well as
innovative cost-savings plans.

The firm is at 55 New Montgom-
ery St., San Francisco, Calif. 94105.

Captive services
The new Donald F. Muldoon &

Co. Inc., a general agency and risk
management organization, spe-
cializes in service to captives.

As a managing general agent of
Transit Casualty Co., Muldoon can
issue policies and provide excess
coverage and aggregate stop-loss
protection.

Muldoon is associated with De-

laney Offices Inc., a reinsurance
intermediary also staffed by cap-
tive specialists, and has affiliated
captive management facilities in
Bermuda and the Cayman Islands.
It also operates a specialized bro-

kerage and captive managemept
consulting company that perforrns
captive feasibility studies, reten-
tion analysis and reinsurance port-
folio analyses.

Muldoon is at 99 John St., New
York, N.Y. 10038; 212-964-2996.

Acquisitions
Vaughan Insurance Group of

King of Prussia, Pa., has acquired
Midland Casualty Insurance Co.
of Chicago. The merged operation
will be known as Yorktown In-

demnity Co.

The operations of Miss-Lou Un-
derwriters Inc. have been consoli-

dated with American Excess Un-

derwriters, 818 Howard St., Suite
205, New Orleans, La. 70113; 504-
524-4141.

New offices

IWest Insurance Managers Inc.,
surplus lines wholesaler and
managing general agent, has
opened a branch office at 17910
Skypark Circle, Suite 202, Irvine,
Calif. 92714; 714-540-3180.

Mission Insurance Cos. has
opened a new branch at 1810
United Founders Tower, 5900 Mos-
teller Drive, Oklahoma City, Okla.
73112; 405-848-1203.

Fremont Indemnity Co. has
opened a property/casualty service
office at 201 California St. 12th
floor, San Francisco, Calif. 94111;
415-788-3636. •



Volcano losses
Insured losses resulting from the

eruption of Mount St. Helens have
been revised upward to $27 mil-
lion, the American Insurance
Assn. reports. Most o f the damage
was to dwelling and industrial ve-
hicles. The eruption was reas-
signed Catastrophe No. 98.
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LINCOLNSHIRE. Ill.-Most

employers offer their salaried em-
ployees a double-barreled chance
to accrue retirement income.

Ninety-eight percent of 454 em-
ployers surveyed by consultant
Hewitt Associates here provide de-
fined benefit pension plans, which
typically serve as the primary re-
tirement vehicle for salaried staff

members. But 88% also offer capi-
tal accumulation or defined contri-

bution plans, including savings/
thrift plans, TRASOPs, profit-
sharing and stock purchases.

The Hewitt study released this
month also covers trends in death,
disability and health care benefits
among the 454 major employers,
which include 214 of the Fortune

500 industrials. It is based on plan-
by-plan benefit specifications in
the 1980-81 Hewitt Associates

SpecBook, a report available to

corporations which supply their
information for it (BI, Nov. 24,
1980)

Of the employers offering de-
fined contribution plans, the most
popular vehicle is matching sav-
ings/thrift plans. They are offered
by 59% ofthe surveyed employers,
with a majority (53%) matching 6%
of an employee's contribution.

Thirteen percent match less than
5%; 19% match 5%, and 15% match
more than 6%.

TRASOPs, or tax credit em-
ployee stock ownership plans, are
the next most popular defined
contribution plan, offered by 28%
of the employers. This is followed
by deferred profit-sharing plans,
24%, and stock purchase plans, 6%.

(The total exceeds 88% because
some employers provide more
than one capital accumulation
plan.)

For defined benefit pension
plans, almost all employers use
"cliff" instead of graded vesting.
In 80% of the companies, employ-
ees are vested after 10 years o f ser-
vice. Ten percent vest after only
five years and 6% use other vesting
criteria, like four-year vesting.

Ninety percent use a final/high
average pay benefit formula in-
stead of a career average formula
to determine pension benefits.
Eighty-one percent use a five-year
average formula. Only a very small
number, 9%, require any employee
contribution to the defined benefit

plan.

Sixty-four percent directly off-
set part or all Social Security bene-
fits in figuring pension income. Al-
together, 91% integrate benefits
with Social Security.

Most death benefit plans among
the surveyed employers include
both employer-paid benefits and

benefits requiring employee con-
tributions. This was true among
69% of the companies. Seventeen
percent provide employer-paid
benefits only and 14% provide con-
tributory benefits only.

Some 79% of the employer-paid
death benefit plans provide cov-
erage proportional to employee

pay, with the median 1.5 times pay.
Among the 59% that specify a dol-
lar maximum, the median ceiling
is $150,000.

Ninety-four percent of the con-
tributory death benefit plans that
are entirely or partially employee-
paid provide benefits proportional
to employee pay, but employees
often choose varying amounts of
coverage. The median total allow-
able contributory coverage is

about two :imes pay.

A dollar maximum is specified
in 56% of the pl.ans, with the me-
dian $200,000.

Post-retirement lump-sum
death benefits are provided by 86%
of the employers surveyed.

It is also common for employers
to offer group long-term disability
plans for emple yees disabled for
extended periods. The Hewitt
study showed 93% of the employ-
ers offered LTD plans with benefit
formulas typically replacing 50%
to 70% of pay and 47% requiring
employee contributicns.

A cap on monthly benefits is
common, with 75% ofthe employ-
ers specifying a dollar maximum
for benefits. The median cutoff

was $3,000 a month.
About 45% of the plans offset

family Social Security plans and
another 43% offset primary Social
Security. The amount o f the o ffset
is tied directly to the size of the
benefit, the Hewitt study showed.

The plans with the higher bene-
fit formulas were more likely to
offset family Social Security.
Twelve percent of the plans with a
basic formula of 50% of pay offset
family Social Security vs. 48% of
the plans with a basie formula of
60% of pay.

The surveyed companies were
divided about evenly on employee
contributions to medical coverage
vs. totally employer-paid benefits.

Forty percent require employee
contributions and 39% do not. The

other 21% require contributions
for dependents only.

More than 60% use a basic plus
major medical plan approach.

Fifty-five percent of the basic
plans reimburse surgical fees on a
100% of reasonable and customary
costs basis instead of a schedule or
other percentage.

Most major medical plans (66%)
include $100 deductibles, but 21%
only have $50 deductibles. Four
percent have $75 deductibles and
9% use others.

Three-fourths of the major medi-
cal plans place a lifetime max-
imum on benefits with a median of

$250,000.
More than half (57%)limit the ex-

penses paid by employees per
year, after which the plan pays
100% of further expenses.

Amongthe 39% of the employers
who use a comprehensive health
care plan instead of basic and ma-
jor medical, $100 and $50 deducti-

We are 25 years old this year-a Today, we continue that
lifetime in the Excess business. commitment, confident that we

A quarter century ago we have the breadth andcapacityfor
made a commitment to provide all the challenges that lie ahead.
our agents and brokers and their Ifyou've been apart of our
clients with creative solutions to first 25 years, thanks for making
complicated Excess problems this silver anniversary possible.
and unusual risks. If you haven't, join us as we go

bles are most common, used by
37% and 33% of the plans, respec-
tively.

Eighty-four percent place a limit
on employee expenses per year. A
lifetime maximum benefit of

$250,000 is specified by 82% o f the
comprehensive plans.

Almost three-fourths o f the sur-

veyed employers offer dental care
plans.

Vision plans are offered by only
12% and hearing plans by a mere
4%.

Most employers provide post-re-
tirement medical benefits to reti-

rees up to age 65 and 88% provide
the benefits after age 65.

However, only 25% of the em-
ployers will include dental bene-
fits for retirees up to age 65 and
only 16% provide them for retirees
older than 65. •

for the gold.
Call our Excess & Special

Risk underwriting staff at any of
our 50 branch offices. -,+A

tomorrow. Firemaniti@

Special Risk.

Fireman's Fund Insurance Companies-Home Office: San Francisco
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 London at Risk'

Market still holds its own

despite woes, expe
By STACY SHAPIRO newer, unstable markets.

• "A somewhat indefinable as-

LONDON-Plagued with small set of a market image which leads
scandals and large claims, pres- to cooperation and the passing of
sured by outside international in- information and know-how for the

surance and reinsuranze markets, common good of the whole mar-

pinched by the British economy ket," Mr. Kiln said.
and high, international reinsur- If Lloyd's and the London mar-
ance rates, is London losing its top ket continue their past perfor-
rank in the insurance industry? mances, the 1980s should be as

"No," say international brokers, s uccessful as ever, with profits as
insurers and reinsurers here for high as 250 million pounds.
the "London at Risk" conference. "I may not be here to see it, but

"Certainly it is at risk, and has Lloyd's in the 1990s could have
been so from the time in the 16805 50,000 members-of which half

when Edward Lloyd opened his would be overseas members-and

coffee shop down by London an income of 5 billion pounds
River," said B.K. Doody, assistant plus," he said.
general manager for the Swiss
Reinsurance Co. (U.K.) Ltd.

"Three hundred years old and
like a certain proprietary brand of
whiskey-still going strong."

Lloyd's underwriter Robert Kiln

agrees. Lloyd's continues to keep
its high standards of doing busi-
ness, he says, offering:

• Experts in the underwriting
and broking field who continue to
stay in London.

• Innovative ideas for Insuring
future risks.

• Self-regulation that allows
more freedom than in other coun-

tries.

• Low expense or cost ratio.
• Security, an insuring require-

ment not always guaranteed in

A PROF€SSIONAL
R€SPONS€ TO YOUR

SP€CIALTY N€€DS

When it comes to specialty coverage, if you have the questions,
chances are we have the people who have the answers. Even if it's
about coverage no one has ever written before.

Among some of the many good reasons to call CMI, are:
• Excess Workers Compensation
• Primary and Excess Products, including

Toy Manufacturers Cosmetics

Gun Manufacturers Medical Equipment
Generic Pharmaceuticals

• Excess Malpractice over SIR or J.U.A.'s other than practitioners
• Primary or Excess on Municipalities
• First cr Excess Umbrellas

• Miscellaneous Errors and Omissions

• Special Events

The main thing to remember is, call CMI.

Capacity Managers International, Inc.

160 Water Street, New York, N.Y. 10038 (212) 344-5300
10 S. Riverside Plaza, Chicago, IL. 60606 (312) 641-3377

3345 Wilshire Blvd., Los Angeles, CA. 90010 (213) 380-3770
100 Wood Ave., Iselin, N.J. 08830 (201) 549-4990

But the future is rosy only if the
London market uses its strengths
to its best advantage. The London

irnsurance community must
change some of its old ways and
become the initiators of new ideas,
say conference members.

"With the London market in a

leadership role, we should strive
for every efficiency to make insur-

ance a more viable product for the
consumer," added L. Patton Kline,
president of Marsh & MeLennan
Cos. Inc. "We should search out

new opportunities. To insure the
activities of peoples and govern-
ments, and we should further in-
crease directly applied capital."

London also should have a

screening process for the new
overseas investors who come into

the fraternity, particularly on the
reinsurance end, said an insurance
professor here.

"Controlled freedom of entry to

the London market by foreign in-
surers is neither new nor is it ob-

jectionable to established practi-
tioners," said Julius Neave,
managing director of Mercantile &
General Reinsurance Co. Ltd.

"The concept of delegating
underwriting and management re-
sponsibility is only satisfactory if

placed in the right hands," he said.
British insurers, however, are

still hoping their cricket greens
won't turn into baseball diamonds,
even though they are accepting the
new U.S. brokers into the fold, one
_nsurer said.

At first the Lloyd's members
weren't too pleased with Marsh &
MeLennan buying out C. T. Bow-

-ing, said John Regan, chairman of
M & M Cos. Inc., at the conference.

rts say
"I think they've come around,"

he said.

The invasion of Lloyd's by U.S.
brokers like M&M could prove to
be an advantage to the market,

says David Rowland, deputy chair-
man of Stewart Wrightson Insur-
ance Broking Group.

U.S. brokers probably will com-
mit themselves to increased in-

vestment in London without in-

creased interference, he said.
"As our U.S. friends come from a

background overly regulated and
controlled, they have a regard for
the freedom and for the traditions

which have been the safeguard of
this market," he said.

"Paradoxically, they might lead
a crusade for higher standards and
prevail against unwise control."

The Lloyd's and London mar-
kets have the largest potential in
the world to insure and reinsure

risks, especially the large Ameri-
can risks that account for half their

premium volume. Yet the two enti-

ties remain sparring partners.
"The love-hate relationship be-

tween the companies and Lloyd's
has persisted for a century and has
not been completely broken down
by the fact that large risks have to
be shared between the two mar-

kets," said Professor H. Cockerell,

visiting professor in insurance
studies at the City University in
London.

"Ad hoc cooperation is all to the
good, but is there no scope for an
insurance council to speak with
one voice for the industry as a
whole?"

Lloyd's also must be prepared to
rescind some of its self-regulating
principles set out in the Lloyd's
bill now in Parliament, said Robert
McCrindle, vp and parliamentary
adviser to the British Insurance

Brokers Assn.

"The (new Council of Lloyds)
would have preferred to have been
free to take all future decisions un-

fettered by legislative require-
ments," he explained.

"I foresee that the clause which

sought to give Lloyd's legal immu-
nity for their actions will now have
to be deleted from the bill," he con-
tinued.

"Some tightening of the preven-
tive mechanism of fraud is also

likely to be proposed in commit-
tee," he said. .

.-

Bowring loses another exec
I.,ONDON-Yet another executive has left Marsh & McLennan-

owned C.T. B@wring. John Shipton, chairmanofthe Bowring U.K
division, is leaving to devote more time to family underwriting
firm, J.K Shipton.

"All that's happened isn't his cup of tea," remarked * Bowring
senior executive.

Group chairman Peter Bowring will take over for Mr. 'Shipton,
thelatestofmany departures at Bowring sinceMarsh & McLennan
acquired it last year.

"What we have seen is the sort of thing that happens when two
large companies come together, particularly U.S. and:U.K.compa-
nies," said the senior Bowring executive.

Staffleftwhen some longtime U.S. brokersand worldwide insur-
ers broke ties with Bowring, but both Bowring and M&M expected
this kind of purge, he said.

"We said it and Marsh said it. But morale is running higher at
Bowring these days, even though business has been lost," he said.

New business from M&M is replacing these lost accounts as the
U.S. brokerage uses Uoyd's expertise to develop new products.

"The concept and scope of risk continues to change and the
opportunities (to insure) continue to multiply," explained L. Pat-
ton Kline, president of M&M Cos. Inc. at the "London at Risk"
conference here before Mr. Shipton announced his resignation.

"Lo*don's capabilities are adequate to the task of taking large
steD# Arward. London must continue to take the lead," he said. F

---



World capacity
isn't excessive,
M&M exec says

By STACY SHAPIRO

LONDON-Don't be so con-
' cerned with how much you pay for

insurance coverage. Concentrate
on risks you must undervalue or
leave uninsured, Marsh & McLen-
nan Cos. Inc.'s president told the
fraternity of London insurers and
brokers here.

Conference members, including
Lloyd's and international insur-
ance brokers, insurers and inves-
tors, were taken by surprise when
Mr. Kline stated that world capac-
ity does not exceed the amount of
risks available.

"Ifovercapacityisdefinedastoo
many dollars chasing too few
risks, I suggest that in this age
when so much around us is either
undervalued or underinsured,
overcapacity is indeed a myth," he
remarked.

For too long, the insurance in-
dustry has been running after the
old risks and short-term profitabil-
ity, Mr. Kline continued. "Our in-
dustry perceives itself as beset, be-
sieged and buffeted by a series of
woes: too much capacity, not
enough premiums, difficulty in ob-
taining good risks, inflation, etc.

"But these are old-time com-

plaints in a world of new risks-a
world to which

we are not ,/.9
bringing .9.-
enough of our
talents, capa-
bilities and

creativity," he
said.

Rather, bro-
kers and insur-

ers should fo-
cus on the new

risks, the risks
Kline

of the future
that will need the worldwide mar-
ket to insure, he explained.

Some risk problems that need
work include:

. Offshore oil platforms worth
more than $2 billion today are not
insured close to that value.

. Nuclear plants can only re-
ceive $375 million maximum cov-
erage after the scare at Three Mile
Island. This is less coverage than
available for the oil platforms, Mr.
Kline said.

. The world's space research will
soon grow, producing $5 billion at
risk.

"Yet, at the present time there is
only capacity to insure 60% of the
values which will be at risk on any
one space launch," he said.

Other new risks include the de-
velopment of synthetic fuel from
coal and shale and genetic engi-
neering, added John M. Regan Jr..
chairman of Marsh & McLennan
COS.

"These new risks seem almost
limitless in terms of both money
and longevity," Mr. Regan said.
"We must explore and develop
such innovative areas, even
though there is no way every disas-
trous contingency can be foreseen
and adequately provided for."

The broker and insurer must
stand beside the risk manager to
make sure these risks are covered.

"Corporate finance alone cannot
provide those growth essentials.
The risks involved in develop-
ment, expansion and manufac-
turing have become so great that
they cannot, are not, and will not
be undertaken unless they are ade-
quately underwritten," Mr. Regan
said.

The adverse financial effects
would be too enormous to chance

without insurance to buffer a di-
saster.

"Without insurance, much that
is critical and is now happening
simply wouldn't be under way in a
free society. No space shuttle, no
nuclear plants at all, no North Sea
oil," he said.

Brokers and insurers also should
work on improving service to their
clients, Mr. Kline pointed out. "We
must all do more to meet the spe-
cific demands ofclients. Delays in-
herent in some of today's systems
cannot be tolerated by original in-
sureds and reinsurance clients." .

-7.
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¢SMEGLI
AFFILIATED EMPLOYERS GROUP LIFE INSURANCE

Guaranteed Issue

Manhattan Life's Affiliated Employers
Group Life Insurance (AEGLI) provides high
guaranteed issue amounts, is available to
large and small groups alike, and comes

No. of Lives

25 or more I ives

20-24 lives

15-19 lives *

10-14 lives

-

in three separate versions for maximum
flexibility in designing a plan that suits the
individual firm's needs and budget. Consider
the following AEGLI advantages:

Guaranteed Issue Maximum

Up to $300,000 per Life-Guaranteed Issue
Up to $150,000 per Life-Guaranteed Issue
Up to $ 80,000 per Life-Guaranteed Issue
Up to $ 50,000 per Life-Guaranteed Issue

Select from Three Combinations of Benefits and Cost
(All plans subject to underwriting guidelines)

1. 20%-40% discount on

New York State group rates

30%-50% discount on

New York State group rates

• Can be written on one life

• No cutbacks at age 65
• Lifetime coverage available at retirement

• Requires 10 or more lives
• Coverage reduces by 50 percent at age 70 and

additional 50 percent at age 75
• Coverage terminates at retirement

111. 40%-60% discount on • Requires 10 or more lives
New York State group rates • Coverage terminates at age 70

Don't delay. Call the Pacesetter-your local Manhattan Life General Agent-today for further information on
this fabulous AEGLI package. (Group Policy No. 9000 GL. Available in Texas only on a limited basis.)

.LAZA Ill

The Manhattan Life Insurance Company
111 West 57th Street. New York. NY 10019

81 / Marketing Department: (212) 484-9445

A Company of The Manhattan Life Corporation
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WHY ITS GOOD BUSINESS TO HA/E RANGER'S
SPECIALIZED PROTECTION

Ourkindof

specialization means a
more knowledgeable

handling ofour customers'
insurance needs.

The dictionary says that to specialize is"to concentrate one's
efforts in a special activity or field..." That's just what we
have been doing for many years - providing specialized

products and services to our customers on the best possible
basis at all times.

** RANGER
0. INSURANCE COMPANY

u ASubsidiary of

A
Anderson Clayton

At.anta · 404-457-7211 (RO. Bex 105028) 50348

Denver ' 303-779-8383 (PO. Box 3155)80111

Hcuston • 713-622-6500 (RO. Box 2807) 71001

Kansas City • 913-649-5500 90. Box 8650,64114

THE SPECIALISTS

RFC has the worldwide

expertise to be your total
reinsurance resource. We

extend your access into
over 250 reinsurance

matiets. And our per-

sonal attention and

negotiating experience
leads you to the right
coverage, at the right
rate, from the right
people.
We'd like to introduce

you to our services.
Call us.

CEBS graduates expect
enrollment to skyrocket

Enrcllment in CEBS programs
will skyrocket ifadvice from char-
ter graduates is heeded.

"For the most part, the program
was very valuable and gave me the
opporl unity to look at differe nt
types of benefits plan operations,
which is something I don't get to
do here," said Belinda Bewkes,
benefi:s plan adviser at Texaco. "I
now have or.e of my staff members
involvEd in the program and wish
all my staff would enroll. It gives
perspective you can't c therwise
get."

The program's pluses for those
in corporate benefits fwho made
up 15% of the charter class} were
expected but actuaries, consul-
tants and insurers also have givi,n
it rave reviews.

"I'd recommend it to anyone
working in the employee benefit
field," said Peter Biberman, em-
ploye€ benefit manager for exter-
nal accounts at Peat, Marwick,
Mitchell & Co. in Philadelphia.

"In employee benefits you tend
to specialize in one category and
know little or nothing about the
others For r.his reason it was most

helpful," he explained.
"I certainly would recommend it

to others," said Edmund M.

Chopko, senior actuarial assistant
at Towers, Perrin, Forster &
Crosby. "I feel now that although I
can't pass myselfoff as an expert, I
can at least converse with experts
and not be totally out in the cold."

Perhaps the biggest impact
CEBS will have, however, is in the
insurance industry. Persons in
that field made up the largest seg-
ment-239-of the charter class.

"I went into it looking to see if it

would have value for regional
directors, etc.," said Edward

Cheek, director o f pensions profit-
sharing sales at Aetna Life Insur-
ance and Annuity Co.

"I have found that certain parts
are extremely valuable, such as as-

set management, industrial rela-
tions, employee benefit plans and
the economy and contemporary is-
sues," he said. "I have used some

of the things learned in those
courses to a great advantage in the
field."

Armed with this first-hand ex-

perience, Mr. Cheek has gone a

step further than other graduates
interviewed. He is requiring all re-
gional directors to enroll in

courses and pursue the designa-
tion.

"All my regional directors will

A look at CEBS courses
To earn a CEBS designation, a

person must successfully pass ex-
aminations in 10 courses:

"Contemporary Legal En-.

vironment of Employee Benefit

RFC

 · Intermediaries,
Inc.

A sibsidiary of
The Contilental Corporation

RFC DOES MORE

THAN OPEN DOORS FOR YOU

i 1

f

E

2029 Century Park East, Los Angeles, CA 90067 { 213) 277-3753

Plans" covers basic legal rights

and responsibilities. It is a founda-
tion for other courses but not a pre-
requisite.

. "Pension Plans" focuses on

plan design, funding instruments,
actuarial cost factors, tax consider-
ations and regulation.

. "Social Security, Savings
Plans and Other Retirement Ar-

rangements" covers the Social Se-
curity Act and its impact on bene-
fit plans, savings plans and retire-
ment income funded through
profit-sharing or stock ownership
plans; and individual retirement
accounts.

. "Management Principles" ex-
amines planning, organizing and
concepts of management.

. "Life, Health and Other Group
Benefit Programs" analyzes how
protection against the financial
hazards of sickness, disability, un-
employment and untimely death is
provided through group benefits.
Funding techniques and tax as-
pects are studied.

• "Accounting and Information
Systems" covers the basic ac-
counting principles of data accu-

mulation systems, income mea-
surement, valuation of assets and
liabilities and financial statement

analysis.
. "Asset Management" looks at

security analysis, portfolio theory,
measurement of investment per-
formance and investment objec-
tives and strategy.

. "Industrial Relations" anal-

yses economic and institutional
factors in the labor market, pro-
cesses of wage distribution and de-
terminants of employment and
manpower productivity as they af-
feet the operation of benefit plans.
The course evaluates the impact of
union, management and govern-
ment policies.

. "Employee Benefit Plans and
Economy" is devoted to the eco-
nomic principles underlying infla-
tion, national income, business cy-
cles, employment levels, banking
and how they affect benefit plans.

. "Contemporary Benefit Is-
sues and Administration" analyzes
the issues of inflation and benefits

planning, public employee benefit
programs, mergers and acquisi-
tions, mandatory retirement and
ERISA requirements. .

take the courses, and maybe all
will get the designation," Mr.
Cheek explained. "Without any
reservations, all are going to get a
bonus if they go through the
course."

"I'd like to see CEBS be very ac-
cepted, but I can't say what will
happen to it," said Mr. Chopko. "I
can't see an employer immediately
demanding it. But I can see some-
where down the road someone

with that qualification getting the
edge."

Mr. Cheek was more optimistic.
"In 10 years if you're in employee
benefits and you don't have a
CEBS, it will be like a college de-
gree is today. People will ask why
you don't have it." •
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Vice President
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Benefits professionals
get their own designation
Continued from page 3
dents study at home," said Dan
Graham, associate CEBS program
director at IFEBP. He estimates

about 70% of the 3,000 students
who take each exam study at
home.

"Many enrollees are experi-
enced people who perhaps would
not require a formal class structure
to complete assignments and
others don't have the opportunity
to take formal classes."

Classes, which were phased in at
universities since 1976, are largely
offered in metropolitan schools
such as UCLA, Marquette, New
York University, the University of
Miami and Wharton. This limits ac-

cessibility to formal classes, but
has not discouraged participation.

"The program so far has sur-
passed any expectations any of us
had," Mr. Graham said. "In the
developing stages, an informal sur-
vey projected participation would
be successful if we had 200 new

students per year."
In that first year alone enroll-

ment was almost 10 times the pro-
jected figure and now has sur-
passed 8,000, he said.

Wharton moved up its develop-
ment of academic programs for
CEBS by two years, making all
courses available within three

years.

The overwhelming interest in
the benefits designation is a sharp
contrast to the CEBS program's
development, which progressed

CEBS graduates discuss the
program on page 74.

'The program so far has
surpassed any expectations,'
says Don Graham,
associate CEBS director.

almost at a snail's pace.
"Our first discussions took place

in the mid-'6Os," Ms. Daniels said.
"Almost nebulously, we asked if it
would be possible to provide an
academic and professional desig-
nation for the employee benefit
field since there was no special
curriculum and we hoped to create
one."

However, it was not until the
passage of ERISA in the 1970s that
the idea received serious attention.

"We felt the need was not being
met by any other professional des-
ignation," said Dan McHill, chair-
man of Wharton's insurance de-

partment and senior consultant to
the CEBS program. "The founda-
tion had been looking to do this for
years. After ERISA, the time
seemed right."

Initially, Wharton and the foun-
dation toyed with the idea of offer-
ing a special M.B.A. track for bene-
fits professionals, but decided
against it.

"One of the things we decided
we wanted from the beginning was
that the program ought to be open
to everyone active in benefits or in-
terested in the benefits field," Ms.

Daniels explained.
The MBA option simply did not

fulfill this goal, nor allow exten-
sive home study. The CEBS pro-
gram is open to everyone without
any course prerequisites.

Now Wharton and the founda-
tion are working on a continuing
education program to keep CEBS
graduates up-to-date.

"Because benefits is an ever-
changing field, CEBS will have to
continue to keep up," Mr. Graham
said.

"Our first class of graduates has
asked when we're going to begin
our continuing education pro-
grams," Ms. Daniels said.

An announcement on it is ex-

pected next month.

CEBS program fees are $50 one-
time registration fee; $85 per ex-
amination, $35 to $50 for study
materials for those not taking for-
mal classes. Each university also
sets fees for class hours. Informa-

tion on CEBS can be obtained
form CEBS Registration, Interna-
tional Foundation of Employee
Benefit Plans, 18700 W. Blue-
mound Road, P.O. Box 69, Brook-
field, Wis. 53005; 414-786-6700.

1
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The Saex Group introduces
a new, exclusive program...

Detective
& Patrol
Agencies

• All Coverages Available C
• Any Limits
• Most Competitive Rates
• Immediate Binding
• Top Commissions

• For more information

or quotes, contact:

Anne Olsen, Asst. Vice-President

The Saex Group - Underwriting ()ffice:

474 Appleton St. Holyoke, Mass. 01040

Telephone: (413) 538-8261.

Outside the 413 Area. 1·800·332-3847,

Out of State, 800-628.8906.

Telex, 95·5494. Cable, saex ins-Ilke.

Next time you need dependable service in any
of the following risk areas, either primary or

excess, call for our careful handling.

El Fire El Crime El Inland Marine

El Specialty Auto El Restaurants & Taverns
El General Liability D Products Liability

C Professional Liability

INTEGRITY.

RELIABILITY 

HORAN GOLDMAN
COMPANIES
Where Excess-Surplus

Underwriting is Serious Business

Two Bryn Mawr Avenue, Bryn Mawr,
PA 19010 • (215) 5274400

414 Severn Bldg., 8600 LaSalle Road,
Baltimore, MD 21204 • (301) 821-5900

1030 Kings Highway North, Cherry
Hill, NJ 08034 • (609) 667-9600

105 Loudon Road, Concord, NH 03301
• (603) 224-4009

111 John Street, New York, NY 10038
• (212) 964-4500
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Subscribe to: Business Insurance

With loss prevention, risk financing and
employee benefit management becoming more
complex than ever, you can't afford to lag behind
the "news". And the easiest way to make sure
you're fully, factually informed on what's happen-
ing in the insurance marketplace is to

Read Business Insurance Every Week
It's the industry's communications leader. It goes that
extra mile to make sure you understand both the
issues and the answers, have vital information needed
to make risk-reducing decisions, control costs, pack-
age employee benefit programs, and keep underwriting
practices sound.

Usethe handy coupon or the card in this issue.
For faster service, call 312-649-5221. Just $30 for 52
weekly issues
Business Insurance

740 Rush St., Chicago. IL 60611

AN()7
ADVERTISERS: -4.-

Fill in and mail to:

BUSINESS INSURANCE
740 Rush St., Chicago, IL 60611

Please:

0 enter, 0 renew.

0 extend my subscription to Business
Insurance for:

O 1 year $30. 0 2 years $55.

Canada, Pan American and all other subscribers outside the
U.S. add $14 peryear for surface postage. Euroe aid Middle
East on/y add $32 year for air delivery
El Payment enclosed 0 Bill me. 0 Bill company

Charge to: 0 Visa.

0 MasterCard (Interbank #

Acct. #

Sig.Ati,re

Namp

Title

Company

Nature of Busine..

0 Home or

0 Business Addreeq

Exp. nite

(please print)

City Rt:t. 7ip

0 I prefer not to receive information or advertising by mai from com-
panies not affiliatedwith Crain Con,munications Inc.
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Benefit sales

juggle expected
broker rankings
Continued from page 1

It is the first time such a wealth

of information contained on 32,000

Form 5500 reports has been com-
puterized and made available to
the public. It is the most current
information available.

The information provides em-
ployee benefit managers with a
guide to which insurers and bro-
kers are most familiar with the em-

ployee benefits market.
Johnson & Higgins, with a ham-

merlock on brokering benefit
plans for the largest corporations
in America, earns the largest com-

Keeping Chicago Coverage Intact.
With changing legislation and new employee demands,

Chicago business executives are very concerned with
information that can help them with their employee
benefit plannin

On April 27, Crain's Chicago Business, the weekly
newspaper for Chicago's corporate leaders, will publish
a special Employee Benefits/Insurance TakeOut section.
It will focus on the ways in which businesses and insurance
companies can work together to maximize employee
satisfaction and minimize growing company package costs.
Pension funds, health insurance, and lim insurance will
all receive full coverage.

If you have a benent related message for Chicago
Business leaders, then this is the place to say it. 55.3% of
Crain's subscribers are in top management positions,
(asst. VP or better), and they are the ones making insurance
decisions (52.2% do). For advertising information call
312-649-5370. (West Coast: Pattis; 213-462-2700.
East Coast: GR Media; 212-661-1110.)

Tkikeout: Insurance/Employee Benefits
Ad Close April 7.
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More benefit data news and a

report on the up-and-coming
broker Fred S. James. Page 74

missions of any employee benefit
plans marketer, the research
shows.

The total commissions reported,
however, are understated for all
the brokers because not all em-

ployers reported the commissions
paid their brokers. One explana-
tion is that not all benefit man-

agers know what commissions are
earned by their brokers. Although
understated, the relative positions
of brokers by commission income
are accurate, contends David Bow-
erman, vp ofMoney Market Direc-
tories.

Marsh & MeLennan, with its
William M. Mercer unit, is reported
to have earned 7.4 % less in com-

missions in 1978 than J&H, even
though it handled 20% more bene-
fit cases than J&H. Mercer is sec-

ond in commission income, even
without considering commission
income attributed to Marsh &
MeLennan Inc.

Alexander & Alexander holds a

distant third place. Its commission
income, even adding in commis-
sions reported under R.B. Jones
Corp., which it acquired in 1979, is
only a third ofMercer's. It handled
20% fewer cases than Mercer.

Runners-up

Without considering R.B.
Jones's commissions, A&A would

be edged out of third place by
Frank B. Hall & Co. But recogniz-

ing the acquisition puts Hall and
Fred S. James & Co., the fourth

and fifth largest property/casualty
insurance brokers, according to
the 1980 ranking of brokers by
Business Insurance, in the same
relative positions in benefits mar-
keting.

They are led in property/casualty
insurance marketing by M&M,
A&A and J&H, according to 1979
revenue reports.

With their offices and marketing
networks in place, the brokers
could repeat their success in prop-
erty/casualty insurance in the
benefits market, knocking J&H
out of its first position and mir-
roring their property/casualty in-
surance marketing positions.

James, for example, has already
set expanding benefits as a corpo-
rate goal, with a recently an-
nounced new alignment of man-
agement that puts president WiN
liam Burch in charge of expanding
benefit sales (BI, March 9). The
leading brokers for different sizes
ofemployee groups are scrambled
from their aggregate rankings,
with J&H strongest among the
largest groups and A&A gaining
market share with smaller groups
(see chart).

The five leaders tap similar mar-
kets when placing employee bene-
fit plans, the research on commis-
sions paid by insurers shows.

Six insurers, which are among
the leading commercial insurance
underwriters of employee benefit
plans for employers with more
than 100 employees (BI, March 9),
are the top choices of the brokers:
Aetna Life Insurance Co., Pruden-
tial Insurance Co. of America, Con-
necticut General Life Insurance

Co., Equitable Life Insurance, The
Travelers Life Insurance Co. and
Life Insurance Co. of North

America.
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Brokers'
Benefits

Markets
Criteria: Commission income

James

1. Life INA
2. Travelers

3. Conn. General
4. General American
5. Provident

Only James breaks the pace by
tapping 17th-ranked General Life
Insurance Co. and ninth-ranked
Provident Life & Accident Insur-
ance Co. as its fourth and fifth
largest markets.

The Travelers Insurance Co., the
fifth largest commercial insurance
underwriter of employee benefit
plans for groups of more than 100
employees (excluding self-funded
plans and Blue Cross/Blue Shield

plans), pays the most commission
income to J&H, Mercer and Hall. It
is obviously the brokers' first
choice to serve their largest eli-
ents, since other insurers get more
cases from the brokers.

But the premium volume flbw-
ing to The Travelers from James is
second to the amount of business
placed with Life Insurance Co. of
North America and fifth to the
business placed with four other in-
surers by Alexander & Alexander.

Aetna Life Insurance Co., the
largest commercial insurance un-
derwriter of empioyee benefit
plans for employers with more
than 100 employees (second to
Blue Cross/Blue Sheild plans), also
is among the top five markets for

A&A (Jones)

1. Prudential

2. Conn. General
3. Aetna

4. Ufe INA
5. Travelers

Johnson & Higgins

1. Travelers
2. Aetna
3. Conn. General
4. Prudential

5. Equitable

the four largest benefit brokers. It
is the second choice of the two

marketing leaders, J&H and
M&M; falls to third with A&A,
fourth with Hall and is only sixth
with James.

Prudential, the second largest
commercial underwriter of benefit
plans, is one of the five biggest
markets for all the broker leaders

except James. Oddly, with the
other brokers, Prudential's popu-
larity as a market falls as the mar-
ket standing of the broker grows.
Prudential ranks first with A&A,
second with Hall, third with Mer-
cer and fourth with leader J&H.

Leading markets

Connecticut General, the third
largest commercial underwriter of
employee benefit plans in the
over-100 employee group market,
is one of the five leading markets
for all but Mercer. It ranks second
with A&A and third with J&H,
Hall and James.

Equitable, the fourth largest un-
derwriter of employee benefit
plans for the over-100 employee
group, sets less business from the

' Ultimate umbrella

covers retroactively
CHICAGO-NAS Ltd. says it

has an answer for companies grap-
pling with the question of how to
cover losses that arise from the

past.

The excess/surplus specialty
brokerage has developed a policy
called the "Ultimate Umbrella,"
which provides retroactive cov-
erage ofupto$10 millionaboveold
umbrella or liability policies, or
where no liability coverage existed
in the past.

The coverage is designed pri-
marily for large companies that
buy out a smaller firm and are con-
cerned that lawsuits might arise
from use of a product the smaller
firm stopped manufacturing years
before, said Thomas Cummane, vp
with NAS.

With product liability lawsuits
still being filed frequently, "com-
panies don't know if there's any li-
ability out there and they're con-
cerned. They just want to sleep a
little easier," Mr. Cummane said.

The coverage differs from the

$170 million in backdated cov-
erage recently purchased by MGM
Grand Hotels Inc. for losses stem-

ming from the Nov. 21, 1980 fire
that killed 84 persons (BI, Feb. 9),
Mr. Cummane said.

The coverage purchased by
MGM was bought from insurers
who custom-tailored the package
specifically to cover known losses.
The NAS-designed policy, how-
ever, protects against liabilities the
buyer may not even be aware of,
but could be the object of a lawsuit
later. "What we're offering is a
shelf item," Mr. Cummane said.

The coverage is a variation of the
buy-back concept of product lia-
bility insurance where the client
buys coverage for specific past
losses. "But umbrellas have not

been sought before. And we're go-
ing to offer it for the risk at large,"
he said.

"Our purpose is to provide the
coverage from the retroactive date
they choose and pick up the gaps
in coverage." I

Political risk cover offe red
Swett & Crawford Group in Los

Angeles is offering a political risk
insurance program supported by
Pacific Insurance Co.

The program is designed to pro-
tect the interests of U.S. investors

in foreign countries and offers cov-
erage for confiscation, expropria-
tion, nationalization and depriva-

tion.

Limits are available up to $40
million and in some cases, terror-
ists and war risks coverage may be
included.

Anita Chanpong, brokerage vp
at Swett & Crawford, is key ac-
count executive for the political
risk insurance program. .

Hall

1. Travelers

2. Prudential
3. Conn. General
4. Aetna
5. Life INA

Mercer (M&M)

1. Travelers
2. Aetna
3. Prudential
4. Ufe INA

5. Equitable

Source:1981 Group Insurance Reports

leading brokers than the lower-
ranking Travelers. Only J&H and
Mercer tap Equitable, and then the
insurer ranks only fifth in commis-
sions with each broker.

Life Insurance Co. of North
America, the sixth largest under-
writer in the over-100 employee
group market, is the top market
choice of James, the fourth largest
market for A&A and Mercer and
the fifth largest market for Hall. It
ranks fourth with J&H in number
of cases but much lower in com-
mission income. •
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  SURPLUS LINES UNDERWRITING MANAGERS

J H. Ferguson &Assoc
out-pe*rms in tbe
Special Risk Field
where it counts

most..0 -- 1,.4,%

J H FERGUSON & ASSOCIATES, INC

P.O. Box 3016 • Evanston, Illinois 60204
Telex 206-585

Itcanbe as costly
as a blow-out.

Less predictable
thana hurricane.

And only
Blades covers it.

Oil and gas.exploration people
face a lot of risks, from metal

fatigue on the rig to wilo weather
in the Gulf. Yet one of the biggest
risks has nothing todo with drilling.

It's the risk of lawsuits from lim-

ited partners.

Inadequate disclosure in the
offering documents.

Many oil and gas discovery
projects begin with a limited part-
nership. The General Partner
takes most of the risks. The limited

partners provide the capital. Both
the prospectus and the offering
document are carefully written so
that the limited partners should
know exactly what to expect.

Yet, no matter how painstak-
ingly these documents are
prepared, it is virtually impossible
to cover every contingency.

At last, coverage is available.
J. H. Blades & Co.. Inc. is now

offering coverage to these general
partners, and other managers
and sponsors of oil and gas limited
partnerships.

Coverage protects against
claims of inadvertent non-

disclosure, general mismanage-
ment of the program activities,
and conflict of interest, as well as
potential problems with federal
securities statutes and state "blue-

sky"laws. Of course, coverage for
normal management and opera-
tional liabilities is included, too.

It's the first time this type of
coverage has been offered any-
where. And only Blades offers it.

Flexible enough for any
program.

This coverage is a result of two

years of research, coupled with
Blades' own lengthy experience
in D&0 and oil & gas insurance.

As a result, the standard
contract is broad, with policy
coverages flexible enough to
accommodate almost any indi-
vidual program characteristics.
These may include special gen-
eral partners, equipping parties,
technical personnel and special
partnership treatment.

Never before has a policy of
this breadth been available.

To find out more, call your
insurance agent.

J. H. Blades is a specialty insur-
ance intermediary. Our job is to
work with your insurance agency.
You can call them for more infor-

mation, or contact: Carson, Lueb-
behusen & Burk, Inc., 1525 Oil &
Gas Building, Fort Worth, Texas
76102, (817) 336-3382.

J.H. BLADES& CO., INC.
Financial Services Department P.O. Box 22003, Houston, Texas 77027

(713)780-8770 Cable: BLACOINS Telex: 791-392
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New compilation paints
picture of group plans

When an insurance broker walks

into your office offering you a bet-
ter deal on your group benefit plan
than you have, you may be sur-
prised to find he or she knows a
most as much about your plan as
you.

The broker's information could

be everything /ou reported to the
Department of Labcr on your
Form 5500 filing and :500 Sched-
ule A for the 1978 plan year if he or
she has purchased a ecpy of the
form from ore of the companies
that makes its money selling this
information to the public.

Money Market Directories Inc.
of Charlottes„ille, Va,, most re-
cently began offering this service.

3ut it is offering even more: a com-
plete tape of information on 32,CGO
ofthe Form 5500 reports filed wnh
1 he Labor Department.

The firm is marketing its con-

putertapes to insurers and broke:s
that want to increase :heir shares

of the benefits market.

The picture of the employee
benefits market in 1 178 painted ty
1981 Group Insurance Reports is
the most accurate and current that

ean be painted, contends Dav.d P.
Bowerman, vp of Money Market
Directories.

The firrn spent nine months mi-
crofilming 36,000 Form 5500 re-
ports filed with the Department of

We'll map out a complete route for your...

6f=C; Illillillilli
6 10

Self-
insurers

Bena
ID

. e

Cash

Flow

Analysis
Insurance

Claims Administration

Labor by employers as required
under the Employee Retirement
Income Security Act. Ofthe 36,000
forms, 4,000 could no: be analyzed,
2,000 concerned noninsurable
benefits and 2,000 were duplicate
filings.

Another 4,000 forms filed with

the department were not available
to money market directories at the
end of 1980 when it stopped com-
piling the 1978 plan year informa-
tion.

Information on the 1979 plan
year will be computerized and
available in December after the

deadline for employer filings has
passed.

The firm is offering the service
at a time when national brokers,

frustrated by the shifting of
property/casualty insurance eli-
ents, are trying to garner a larger
share of the benefits market from

smaller regional brokers and bene-
fit administrators.

Already one of the top five na-
tional brokers has purchased the
entire set of computer tapes,
which costs $17,000.

Five insurance companies also
have purchased all the tapes.

"They are buying these tapes for
marketing and research to mea-
sure their market penetration,
check field staffing and determine
how competitive they are by line
and territory," Mr. Bowerman
said.

"They can get hard-copy print-
outs of business in a territory so

field people know which brokers
to talk to."

Similarly, brokers are interested
in the information because it pro-
vides a faster way to identify pros-
pects, Mr. Bowerman said. A bro-
ker can print out the names of
firms and their benefit plan infor-
mation in a given region and then
identify prospects.

Money Market Directories also
will sell portions of its computer-
ized information to regional firms
that don't need the national infor-

mation. The minimum charge is
$300 for reports on up to 400 firms,
with the price per report dropping
to 65 cents when more than 1,000
are ordered.

Copies of individual Form 5500

and 5500 Schedule A filings are
also for sale at $9.50 each for five or
fewer and $8.50 each when more
than five are ordered. •

Group to study
cost containment

OMAHA, Neb.-Twenty-six em-
ployers here will participate in a
new group that wants to put the
brakes on runaway medical costs.

The Employers Health Care Cost
Containment Committee of

Omaha will study what employers
and employees can do to contain
costs, said organizer Jack Smith,
employee benefit manager at Con-
Agra Inc.

"We have a committee resear-

ching what corporations can do to
educatia their own employees," he
said. The group also plans to estab-
lish relationships with local health
care providers.

"We are trying to interact with
hospitals to communicate the em-
ployees' message that we're con-
cerned from a cost standpoint,"
Mr. Smith said. Employer contri-
butions to health coverage are ris-
ing about 17% a year, he said.

The group's programs will be
limited to the Omaha region, Mr.
Smith said. But employers with
branches in other areas could ex-

pand the program. •

James seeks more
benefits business

Fred S. James & Co. is starting from a solid fifth-place position in
its determination to increase its benefits brokering.

President William E. Burch, recently given the assignment to
expand James' benefit business, will be slugging it out with the
company's four larger competitors in the property/casualty insur-
ance brokerage business, which also lead James in employee bene-
fits brokering.

While Johnson & Higgins, Marsh & McLennan's William M. Mer-
cer unit and Alexander & Alexander scramble for leading posi-
tions among different sizes o f employee groups (see chart), James
is a constant fifth to fourth-place Frank B. Hall & Co. for all em-
ployers, large and small.

James may seek to change,its markets for employee benefit
plans in its new effort if it imitates the leaders.

The three leaders use nearly identical markets, with The Trav-
elers Insurance Co. and Aetna Life Insurance Co. as their two
choice markets.

But James in 1978 was sending most of its benefits business to
Life Insurance Co. ofNorth America, accordingto research by 1981
Group Insurance Reports on commissions paid as reported by
employers to the Labor Department.

Missing from James' five leading benefit markets are Aetna Life
Insurance Co., the largest commercial insurance underwriter of
benefit plans for groups of more than 100 employees in 1978, and
Prudential.

Both insurance companies are the favored markets of the four
larger benefit brokers.

James placed only a third as many plans for a quarter of the
commission with Prudential in 1978 compared with the business
placed with INA Life, according to the Group Insurance Reports
researchers.

It placed slightly more business with Aetna, which is reported as
James' sixth largest market for benefit plans.

Continental Casualty Co. was a favored market at James for
benefit plans in sheer number of plans placed, but the commis-
sions on the business placed with Continental Casualty were much
smaller: eighth compared with commissions paid by seven other
insurers.

Among James' five favored markets in amount of commissions
in 1978 were two insurance companies not among the leading five
markets of the other broker leaders: General American Life Insur-
ance Co. and Provident Life & Accident Co.

THERE'S A MARKET
FOR ALMOST ANYTHING!

No matter how special. No matter how unusual, strange
or bizarm. There is an insurance market somewhere willing
to cover the risk. The hard part is finding the broker that
has the experience and professional know-how to locate
and package the right market for your specialty risk.

Crump doesn't have one such broker. We have offices
in all parts of the country: and, we are a correspondent
of lloyd's of London:

Arkansas Insurance
Service -

Conway, Arkansas
501/327-6651

Crump-Babcock
Omaha, Nebraska
800/228-2603

Crump-Davis
Dallas, Texas
214/363-7636

Crump-Davis
Denver, Colorado
303/320-5300

Crump-Davis

Houston, Texas
713/893-4801

Crump-Kientz
Columbus, Ohio
614/481-8871

Crump London
Underwriters, Inc.

Memphis, Tennessee
901/761-1770

Crump London
Underwriters, Inc.
Orlando, Florida
305/834-4445

Crump-Northeast Risk

Managers Ltd.
New York, New York
212/425-7788

Crump-Specialty Risk
Underwriters

Portland, Oregon
503/620-9060

Crump-Specialty Risk
Underwriters

Seattle, Washington
206/827-8702

E. H. Crump of California
Los Angeles, California
213/956-1002

G & M Marine, Inc./
G & M Surplus Lines,
a Division

New Orleans, Louisiana
504/588-9044

For more information about Excess/Surplus/Special Lines
Insurance Brokerage Services. call the Crumpoffice in
your area. Or, contact Earl Lanning:

EHC

zEES: E.H.CRUmP
,4,p„„, COMPANIES, INC.
8*5 385 5350 Poplar • Memphis,Tennessee 38117 • 901/761-1550
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Check health of HMO Raise benefit eligibility age
for Social Security: Panel

befo re signing up WASHINGTON-The age at cial Security starting in 1985
which a worfer can collect fu.1 So- The commission, a bipartisan re-
cial Security tenefits should grad- search group created by Congress
ually mcrease from 65 to 68 :tart- in 1977, rejectedthe ideaof manda-

Continued from page l ing m 2001, says the National Com- tory private pensions, but sug-
ble plan," Dr Goran said "How- mission on Social Security gested increasing the current
ever, too many HMOs are new, Special attention should be paid to The commission's final report $1,500 annual limit on the amount
which makes lt much tougher to
determine if they are financially the source of funds, break-even also said all new government a worker can contribute to an Indi-

workers shoild be covered by So- vidual Retirement Account .

viable "

• Current financial statement projections and the asset-to-liability ratio.
These should be made available to An Accurate & Painless Diagnosisemployers by federally qualified
plans askingto be offered or can be 01 Nerve Root Irritation...
obtained from the Department of assets to liabilities, which should ployers, other things k consider
Health and Human Services in be 1-to-1, he says about HMOs are physician qualifi-
Rockville, Md Non-federally NEW BOOK:

• Utilization The HMO sub- cations, accessibility, sne of lilan,
qualified plans in New York, Ohio, scribers' utihzation rates for hospi- time it taces ta arrange an appc,int- An Overview of Liquid Crystal and ElectronicMinnesota, Michigan, Rhode Is- tal services should at least be com- ment, grievance/membership r.-
land, Washington and West Vir- parable to that reported by other put programs, prevertive care Lumbar, Thoracic, & Cervicalginia also must make the informa- regional HMOs and indemnity in- available, and cost ec-npared With
tion available, Drummer says surers, Mr Drummer suggests other plans

"This indicates how effective the "If yoi have ansve-ed all cf
"We don't seeany reasonwhy an controls are " Information on these, y.u can usuz-11/ make a

THERMOGRAPHY
employer cannot ask for financial other utilization rates can be ob- Judgment whether tr e system is . . What is it? .... What does it mean?
information," he said, even if re- tained from competing HMOs or adequate," Di Goran s:ld
lease of information is not manda- msurers However, since thisproduces no . . .Is it harmful? . .. . How accurate rs it?
ted "We suggest that if the HMO • Contingency plans in the guarantees and federa- law st..1 . . . What can and can't it do?
wants to be included, the em- event of bankruptcy The type of mandates offering federally quaii-
ployer can request some type ofin- conversion coverage and reinsur- fied plans unless their hcense is re- . . . What do the machines look like?
formation " ance available should be es- voked Employers shiuld be zau- . . . Answers other fundamental questions.

Special attention should be paid tablished, although no guarantees tious abc,it HMOs anc remember
to source of funds, projections for exist in bankruptcy cases to work with authorities in r.- . . . includes a chapter on quality control.
break-even points and the ratio of "We recommend an employer solvency Dases . . . References for further reading are included.
assets to liabilities develop a standing letter of agree- 'The only real prilection err.-

Remember, Dr Goran eau- mentto govern the administration ployers tave, -fyou can call it tha:, This 61-page Dook by C hares E. Wexler, M.D., includes
tioned, "many new operations are ofthe HMO and to use as a basis of especially with regarc to federally 27 full ccilor photographs and costs only $29.95 each.
m the red But look at the break- negotiation (in case of bank- qualifiec plans, is tie way yoi
even plan How realistic are the ruptcy)," Mr Drummer said Ques- present 11 to employees," said one (Shipments within Californ;a add $1.80 sales tax.)
growth and premium proJections" tions ofinsolvencies and liabilities benefit analyst "Most HMOs will
Are there contingency plans ifthe for unpaid bills should be not force iou into a sitiation ifyok
need for funds lS underesti- answered don't want to go along ' TSI Thermographic Services, Inc.

19135 Rosita Street, Tarzana, CA 91356
mated," After all ste expla.ned, an em-

"The problem with a loan is not To back up this agreement, em- ployer may have to offer a plan, b.t Price incl Jces shipping Please enclose payment (check, money order,
that the HMO is operating on a ployers can also prearrange for lt doesn't have to encourage pa-tic - MasterCE rd or VISAInfornat on win vour signature) and shipping adoress
loan, but once the loan runs out, it their own indemnity insurer to ac- ipation in it . with your order Please allow 3 tc 4 weeks for delivery
caps deficit financing," he said If cept the former HMO subscribers,
they run through the loans quicker with pre-existing conditions
than projected, they're in trouble " While these financial consider-

Another item to check is ratio of ations are the most pressing to em-

Carnation loses 1:'

4.-'Al@ldelluk<

its captive appeal
4

Continued from page l $120,000 initial capitahzation
ing conihcts with recognition of U S Tax Court Judge William
the separate status of corpora- Goffe, in upholding an earher In-
tions " ternal Revenue Service ruling,

James Cameron, tax attorney said there was no risk-shiftmg and, 01%7 -
with Baker & McKenzie m New therefore, no insurance trans-
York and an authority on captives, action on the portion of the risk 4

Jj J,
,characterizes this portion of the ceded by American Home to Three 4

decision as "dicta-somethmg not Flowers
.C. I $

necessary in order for the court to Judge Goffe based his decision --- C i :T.<F j-:; ij j- b r -,.
reach its decision." on Carnation's promise to Ameri-

-

The inclusion of this dicta, Mr can Home to increase to $3 million
Cameron said, "could be Interpre- from $120,000 the capitalization of

dted to extend the holdmg of Carna. Three Flowers if it were needed
tion to situations where an addi-
tional agreement 'neutralizing' the The capitalization promise
Insurance agreement did not ex- counteracted the reinsurance

0

1St " agreement, neutralizing any risk- 76 .

Mr Cameron would not, how- shifting, the appeals court agreed
ever, go so far as to say the appeals 44

There is no risk-shifting Or risk Sm'f -
.court had endorsed the revenue distribution with respect to the 3

ruling on the tax imphcations of risks earned or retained by the i (*nfriTf63. o IG F.I¥113*AfirJUM)
Using a captive Insurer wholly owned subsidiary," the ap-

peals court agreed
The Carnation case involved its Risk-shifting, the three-member li 11,4 ' 303%9%"

purchase of a three-year blanket panel noted, is an essential ele-

property insurance policy from ment of an insurance transaction,
American Home Assurance Co citing a 1941 Supreme Court deci-
Sept 22, 1971, providing coverage sion, Helvenng us. Le Glerse ./3:44 4
for up to $500,000 per occurrence Where there is no risk-shiftmg,

t» -1 ,#-LI GO.
with a $10,000 per loss deductible and thus, no insurance, the pre-
American Home reinsured 90% of miums paid are not tax-deductible
the hability with Three Flowers as a business expense for insur- .. ..

Assurance Co Ltd, Carnation's ance, but are instead a non-tax-de- . VBJEK)) 0 00
Bermuda subsidiary Three ductible contribution of capital to
Flowers paid American Home a 5% the subsidiary, the appeals court
commission on the net premiums said

•-- r ..

ceded and reimbursed American Carnation tax attorney Paul "

Home for premium taxes

As a condition of reinsuring pointed with the decision "There
Devereaux said he was disap-

Carnation's business with its cap- is no evidence that the court gave
tive, AmericaA Home required much consideration to the argu-
Carnatlon to promise to capitallze ments we raised " r

Three Flowers up to $3 milhon, if Carnation has not decided yet if
needed, to cover losses over the it will appeal the decision
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Pensions stall

UMW negotiations
WASHINGTON-Besides picketing the White House to fight

any changes in eligibility rules for securing black lung disability
benefits, the United Mine Workers also are battling over their pen-
sion benefits at the bargaining table.

How pension benefits should be funded is slowing contract ne-
gotiations with the coalindustry. Coal companies, faced with mine
shut downs, want to replace the current multiemployer pension
plan with a system of retirement plans set up by individual em-
ployers.

Industry sources say mine closings have left coal operators with
a deficit of nearly $4 billion in unfunded liabilities in the multiem-
ployer plan. They say a change in pension systems is critical to
continued operation of the mines.

The proposal is a strike issue with the union. It says workers
would find it harder to move from one company to another without
losing pension benefits. It also fears a change mightencourage coal
companies to break away from the national contract
agreement.

Congress would raise tax
to bail out black lung trust
Continued from page 2
straticn's proposed contribution
of $483 million. The new adminis-
tration says a combination of
higher excise taxes and tighter eli-
gibility st: ndards for black lung
benefits would reduce federal

costs.

The Senate committee proposal,
adopted lhe same day nearly
10,000 United Mine Workers pick-
eted the White House to protest
proposed changes in the black
lung program, does not call for
benefit eligibility revisions. How-
ever, the committee has agreed to
hold oversight hearings on the pro-
gram, Mr. Altmeyer says.

Unless eligibility standards and
claims administration practices

are changed, coal mine operators
will not get released from the high
cost of claims, some of which they
say are dubious.

The Reagan proposal, though, is
likely to tap tighter eligibility stan-
dards, according to Labor Secre-
tary Raymond Donovan, back-
stopp. ng a higher tax.

"There is a shortfall that has to

be made up," he said. "The pro-
gram must be put on a sound
financial footing or it will die. It is
time to save the program, not gut
it."

Mr. Donovan also said legisla-
tion to tighten eligibility for the
program would be proposed at a
later late because "there is evi-

Put your Annual Report
into Business Insurance
and announce the availability of your report or statement
of financial condition to policyholders, prospective insureds
and the insurance community at large.

This section represents an innovation in marketing insurance. benefits and risk management related
services to a carefully selected and interested audience. Advertisers in the 1980 section received an average
of 350 requests for copies of their annual reports-nearly 7,000 total requests from readers.

And now, more and m6re c6mmercially insureds, their brokers and agents are interested in the financial
condition and perfonmance of their insurers and reinsurers.

The May 4 Annual Report Advertising Section is an opportun ity for
insurance companies, brokers and firms offering financial services, risk
management services and safety/security systems to advertise their
annual reports side-by.-side, to the exclusion of non-insurance
or service related advertising.

This section will go a long way to help the nearly
100,000 influential B-,siness Insurance readers to

better understand the industry that serves such a
vital role in their corporate activities. ---

Business Insurance offers the frequency..the 4
financial insurance news... the exclusive Bl

insurance stock index... and the

most responsive aucience of decision

makers. You can count on high quality ..inquiries for your annual report or
statement of condition.

Closing for this special Annual
Report Ad Section is Friday, April 10for reservauons and copy.  - ---

For more information and order

forms contact Ronnie Drachman,

Businesslnsurance, 708 Third 15*nessaAvenue, New York, NY 10017 or call , 0-"04.
(212) 986-5050.

New York: Issue Date: May 4708 Third Avenue, N.Y. 10017 212) 986-5050

Chicago: Ad Closing: Apr# 10 r/617
740 Rush Street, IL. 60611 (312) 649-5275

Los Angeles:

6404 Wilshire Blvd. CA. 90048 (213) 651-3710

dence that the program has been
abused."

Earlier this month, Mr. Donovan

attempted to patch relations with
the United Mine Workers in a

March 6 letter to its president, Sam
Church Jr.

"The administration is not going
to propose anything that would de-
prive any miner who is disabled by
black lung from qualifying for
benefits," Mr. Donovan said in the
letter.

Mr. Donovan said his depart-
ment is "exploring ways to pre-
vent exploitation of the law by
some minor operators who find ex-
tended litigation financially bene-
ficial" and asked for a meeting
with Mr. Church.

Secretary Donovan's remarks
are not a major change from what
the administration has said all

along, says Don Moran, associate
director of the Office of Manage-
ment and Budget for human af-
fairs, veterans and labor.

The administration will include

both higher excisetaxes and
changes in benefit eligibility stan-
dards in its proposal to solve the
trust fund's fiscal problems, he
adds. "What the mix will be is diffi-

cult to say."

President Reagan has said he
does not want to deny benefits to
eligible persons, many of whom
are survivors ofminers, Mr. Moran
notes.

The Labor Department is work-
ing on the specifics of a proposal,
but it is not likely to be finished in
the next few weeks, he added. Mr.
Moran said he could not comment

on the Senate proposal or any
other plans until the

administration's proposal is re-
leased.

The UMW contends many o f the
trust fund's financial difficulties

stem from mine operators and
their insurers controverting or
contesting black lung claims that
merit payment (BI, March 2).

The trust fund pays interim
benefits to miners for whom initial

determination of eligibility has
been made, until a responsible
mine operator has been found to
pay the benefits. The operator
must repay interim benefits to the
trust fuhd, but is only charged 6%
interest while the trust fund bor-

rows from the Treasury at prevail-
ing market rates.

At 6% interest, it is lucrative for

coal mine operators to contest
these cases as long as they can, a
UMW spokesman said. They can
make money by·investing claim re-
serves at higher interest rates, he
explained.

Nearly all black lung claims are

disputed. The average case takes
two years to complete, the spokes-
man said.

If benefit changes are restricted
to claims filed after March 1978-

the date the 1977 act took effect-it

would do little to help insurers,

says Don DeCarlo, vp of the Na-
tional Council on Compensation
Insurance.

Insurers' losses stem from being
forced to absorb the cost of claims

filed before 1978 that were given a
second review under the 1977 act.

Insurers should be able to chal-
lenge any claims and the govern-
ment should "police" claim ap-
proval activity to detect fraud, Mr.
DeCarlo says. •

Brokers E&0
Excess/surplus lines brokers er-
rors and omissions has been added
to the list of exotic and unusual
risks that can be written in the
New York Free Trade Zone.



Chicago panel dampens arson profit
Continued ftom page 3

"We want to utilize PILR so that
the organizations will let our state
fire marshall know when 'hits' are

occurring," Mr. O'Connor said.
"It will reduce the paperwork at

this end and bring more organiza-
tion to our reporting systems."

The Metropolitan Chicago Loss
Bureau, a nonprofit service bureau
owned by 100 insurers to supervise
property claims, has calculated a
"significant drop" in the cost of
policyholder-set fires in 1980, says
Donald H. Mershon, bureau presi-
dent.

In March 1980, arson-for-profit
claims in metropolitan Chicago to-
taled almost $12 million, but that
figure dropped almost 50% to
slightly more than $6 million by
December.

"Those are substantial and dra-
matic drops," Mr. Mershon said.

"I haven't seen anything like
that in the six years that we have
been studying arson claims on a
daily basis.

"Arson has been fought by nu-
merous individuals and agencies
for 25 years, but never before on a
coordinated basis.

"While everyone in the city was
at each other's necks or not talking
(about the problem), arsonists
were burning the city down," Mr.
Mershon said.

The lack of unity on the part of
city agencies was complicated by
the fact that arson is difficult to in-
vestigate and even harder to prove,
said Mr. Epton.

"If a restaurant owner pays out
$250,000 in premium on a policy
and suddenly finds his business in
the toilet, he figures he can collect
on the insurance policy by having

*ARS

the place torched," he said.
"The state's attorney didn't want

to prosecute the case because of
the difficult time the police and
fire departments would have in
setting anything concrete to-
gether, so the arson case would be
put at the bottom of the list," Mr.
Epton explained.

The Insurance Crime Preven-
tion Institute says arsonists, who
are usually hired from Canada for
$1,000 to $2,500 plus travel ex-
penses for each "job," are very so-
phisticated in their work.

They leave little telltale evidence
behind them to aid investigation.

"The torches are on a plane leav-
ing town even before a building is
flaming," said an institute source.

"And the insured who hired him
will be in Florida while the job is
being done. How can you prose-
cute with those odds?" he asked.
It's not easy, Mr. Epton agrees, ad-
ding the coordinating councilis far
from accomplishing its goals.

Real strides have been made re-
cently, though, in making it
tougher for arsonists to profit from
damaging property and en-
dangering lives, he adds.

Even tougher legislation is in the
works now down in Springfield.

One bill being considered would
require property owners to com-
mit to rebuilding should their
property be burned down, rather
than being able to take the check
from the insurance company and
run, as one source put it.

"Prior to last year, there were
only three arsonists convicted in
22 years," Mr. Epton said. "We're
finally beginning to win our
share."
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Anti.Arson Bills
Signed by Governor Thompson

September 3, 1980
H.B. 3272

Immunity for insurers reporting insurance fraud.
H.B. 3291

Requires landlord to post insurance and management information.
H.B. 3333

Establishes task force to develop forms of insurance coverage.
S.B. 1991

Reform of Illinois FAIR Plan--Credit Program.
S.B. 1992

Consolidated review to uncover fraud and arson.
S.8.1993

Cancellation of fire insurance when certain conditions exist.
S.B. 994

Expands arson reporting immunity for insurers.

action line

Association
outlines talk

by attorney
On page 16 of the Dec. 22, 1980,

issue of Business Insurance,
George Wolff is quoted at length
from a speech made to the New
York Self-Insurers Assn. in New
York City recently.

Can you help me locate Mr.
Wolff's address and/or the ad-
dress of the New York Self-Insur-
ers Assn.?

I am interested in obtaining a
full text of his speech.

Dr. Charles G. Gunn Jr.
Medical director

Hanes Corp.
Winston-Salem, N.C.

Mr. Wolff, an attorney with the
law firm Mackenzie Smith Lewis
Michell & Hughes in Syracuse,
used no formal text when he spoke
to the 1980 meeting of the Self-In-
surers Assn.

However, the Self-Insurers
Assn. of New York prepared an
outline of his speech. Thanks to
the association, BI has obtained a
copy of the outline. There's one in
the mail to you now.

Freeze damage
Freezing temperatures in nine

Northern states Jan. 2-14 resulted

in insured property damage of $10
million, the American Insurance
Assn. reports. States affected are
Pennsylvania, New Jersey, New
York, Connecticut, Rhode Island,
Massachusetts, New Hampshire,
Vermont and Maine. The property
damage was assigned Catastrophe
No. 99.

./
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PCS = Professional
Cost
Savers

It's no wonder more and more of the
nation's largest insurance companies,
Health & Welfare funds and major em-
ployers are endorsing Prescription Drug
Plans. Usually with PCS. It's a low-cost
benefit... less than half the cost of a

typical dental plan; yet, much more
visible.

It makes a lot of sense!

And, that's why the majority of firms
choose PCS - The Professional Cost
Savers - to administer their Prescrip-
tion Drug Plans. In the long run, PCS
has proved that its sophisticated cost

PHARMACEUTICAL CARD SYSTEM, INC.
a Foremost-McKesson Company

controls can save much more than most
firms thought was possible.

And, that's not the only.way you'll
save. PCS can cut your aspirin bill by
taking the headaches out of Prescrip-
tion Drug Plan administration. PCS is
the Number One administrator of Pre-
scription Drug Plans... because we've
been doing it for years - better, faster,
more reliably than anyone else!

Big claim? You bet. But, we can prove
it. So, let us tell you the complete PCS
Story. Write: Pharmaceutical Card Sys-
tem, PCS Building, 2005 North Central
Ave., Phoenix, AZ i

85004. Or, Phone: 
(602) 257-1500,
Ext. 251.
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Asbestos ruling leaves question open
Continued jtom page 3 entire period of exposure and lose, the courts would be entirely possible that when the

"All ofthese cases will have to be Mr Glasser also hopes the fed- likely to apply the ruling to all Locke case is heard by the trial
reconsidered in light of the The new ruling eral appeals court will apply admi- shipyard cases-a dangerous pros- court again, it can be shown that
(Locke) ruling " ralty jurisdiction to asbestos suits pect for defendants Locke suffered his injury more

The federal court cases involve eliminates a major filed by former U S Navy and The Locke rulmg, though, could than two years before he filed suit
plaintiffs and defendants from dif- shipyard personnel turn into a two-edged sword, con- "It has not yet been established

ferent states, but the federal courts defense. Under admiralty law, the statute tends Henry C Morgan Jr of Nor- that Locke's suit was timely filed
follow local statute of limitations of limitations can be used as a de- folk-based Pender, Coward, Addi- The date ofinJury has yet to be de-
practices, he adds fense only when prejudice on the son & Morgan Mr Morgan repre- termined "

Six of those cases are being ap- the 4th Circuit are four asbestosis part of the plaintiff-purposely de- sents Keene Corp, one of seven Insurers have debated the ques-

pealed to the 4th Circuit US Court victims who each had $435,000 laying the filing of a suit to hurt a defendants m the Locke case tion of exposure vs manifestation
of Appeals in Richmond, which is Jury awards overturned by a fed- defendant's case-can be proven, m trying to determme which poh-
expected to rule shortly Attorneys eral court Judge The Judge ruled Mr Glasser says The statute of Since the court ruled the statute cies apply to the defense of asbes-
for both sides expect the federal for the manufacturers because the limitations runs from the time an of limitations runs from when the tos claims The highest court rul-
appeals court to apply the Locke plaintiffs failed to demonstrate Injury is discovered and the length first sign of injury appears, it is ing on the subject-INA vs 48 In-
decision how they were harmed by expo- of time follows local practice possible for the rullng to run sulation Inc -held for the expo-

Richard Glasser of Glasser & sure to the products during the Manufacturers would be hard against some people who are still sure theory (BI, Nov 3, 1980)
Glasser, a Norfolk plaintiffs attor- two years before they filed suit, pressed to demonstrate prejudice working with asbestos products, Mr Morga nwouldnotsay
ney handling those appeals, says Mr Glasser says. of plaintiffs who sued after the he says whether his client and the other

the Locke decision eliminates a statute of limitations expired, he In the Locke case, the Virginia de fendants would seek a rehearing

maJor defense for asbestos firms m Because the Locke 2:se applied contends Supreme Court had only medical from the Virginia Supreme Court
Vlrginia to mesothelloma ralher than as- Applying admiralty status to evidence supplied by the plaintiff, They had until March 16 to decide

'Virginia represents the tall end bestosis, the Virgin-a Supreme shipyard workers' cases would be Mr Morgan noted The defendants Other manufacturers named in
of a dying mmonty of states in the Court did not have to deal with a first, he adds Such a ruling by did not present medical evidence the suit, which seeks $1 5 million
way it deals with latent diseases that issue But Mr Glasser hopes the 4th Circuit could be followed because the case had been dis- in damages, are The Celotex
The decision will benefit plaintiffs the federal appeals ccurt will inter- in California, New York, Texas missed by the lower court Corp, Unarco Industries Inc
who had been denied their day in pret the Locke decisiin so asbes- and other mmor shipyard states "A lot of medical authority says Eagle-Picher Industries Inc, Arm-
court " tos manufacturers .re liable for If manufacturers appeal such a injury occurs when a person is ex- strong Cork Co and Norport Sup-

Among the people appealing to products they suppll€ d during an ruling to the U.S Supreme Court posed to asbestos," he added "It is ply Co
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sider a strong National Accounts back- In Dallas

McDONALD'S CORPORATION
integrity and an mventive mind. Combination salary
and bonus, company car, excellent benefits. Call or

One McDonald's Plaza
A RECOGNIZED LEADER IN THE RISK MANAGEMENT. send resume in confidence to:

Oak Brook, IL 60521 AGENCY/BROKERAGE FIELD" Douglas F. Miller, Vice President
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Broken dream poses biggest Titanic risk
Continued from page 2

"Cost of insurance for such

equipment is prohibitive and the
exposures most likely to occur-
like the ingress of water-are usu-
ally excluded by policies," Mr.
Pendleton said. "It is basically un-
insurable."

What makes handling the
expedition's insurance interesting
is the romance attached to the Ti-

tanic, he says. "It is the subject of

clubs all over the world, the grand-
daddy of all treasure ships. The
idea of finding it and possibly
bringing up something that be-
longs to it is exciting."

The Titanic sank on its maiden

voyage April 14, 1912, after strik-
ing an iceberg 380 miles east of
New foundland. More than 1,500
passengers drowned in the freez-
ing waters.

Last summer's 38-man expedi-

tion that went in search of the

wreck was financed by Texas oil
millionaire Jack Grimm through
Titanic 80 Inc., and wis only the
first phase of the quest.

Searchers probed th@ ocean bob
tom with sonar equiljment from
late July until Aug. 15 before cap-
turing an echo-sound image of
what some believe is the sunken

luxury liner. Rough Aeas forced
them out of the area before they

OSHA inspection budget
survives Reagan cutback
Continued from page 2
federal and state OSHA programs.
More than 20 states now have

safety inspection programs.
The labor secretary also reitera-

ted his intent to change OSHA's
focus from an agency that con-
fronts business to one that stresses

cooperation between labor and
management to make the work-
place safer.

"The push-shove syndrome has
gone too far," Mr. Donovan re-
marked. By stressing cooperation
between labor and management,
OSHA should become much more

efficient, he said.

Responding to critics who say
the 10-year-old OSHA program has
failed and should be killed, Mr.
Donovan said he did not come to

Washington to preside over -the
dismantling of OSHA and other
Labor Department programs.

Business groups generally ap-
prove of Mr. Donovan's attempt to
change OSHA's focus.

"We support a shift in OSHA
from an agency that has used a
punitive approach to one that co-
operates with business," said
David Sloane, director of congres-
sional relations for the National

Assn. of Wholesaler-Distributors.

"This is a step in the right direc-
tion," added Tom O'Day, govern-
ment affairs officer for the Alliance

of American Insurers. "It will save

government money and turn
OSHA from an agency that has
confronted business to one that

will work with employers to make

Mr. Donovan said he did not come

to Washington to preside over the
dismantling of OSHA.

the workplace safer."
The OSHA reductions come on

top ofearlier cutbacks that include
eliminating all new federal grants
and loans to health maintenance

organizations, reducing biannual
pension increases for retired fed-
eral workers to once a year,
tightening the black lung disabil-
ity program and phasing out some
secondary Social Security benefits
mI, Feb. 23).

These cuts, as well as others pro-
posed by the Reagan Administra-
tion to reduce federal spending by
$48.6 billion, will have to be ap-
proved by Congress.

David Stockman, director of the

0 ffice of Management ind Budget,
however, defended th¢ administr-
ation's decision to retain auto-

matic indexing of Social Security
benefit increases to ihereases in
the Consumer Price Iridex

"It is wrong to balarice the bud-
get on the backs of 35|million So-
cial Security recipients-the peo-
ple least able to afford cutbacks,"
Mr. Stockman said. 1

Mr. Stockman said the adminis-

tration has no plans to'remove the
CPI as the measure on which So-
cial Security benefit iricreases are
based. He questioned the accuracy
of other measuring devices, such
as average wage increases. •

Backdated MGM plan
Continued from page 2
that there has been no trasnfer of

risk," Mr. Hunter said in letters to
the Internal Revenue Service and

state insurance commissioners. He

wants them to investigate the ac-
tion.

As reported exclusively in Busi-
ness Insurance (BI, Feb 9); MGM

purchased as much as $170 million
of liability insurance through bro-
ker Frank B. Hall & Co. for losses
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arising from the Nov. 21 fire at its

Las Vegas hotel. |
The additional coverage came on

top of $30 million ofliability insur-
ance MGM had in placb before the
fire. That amount waslconsidered
low by experts; MGM already
facesmorethan $1 billi6n in claims
filed in connection with the fire.

The backdated policies, which

MGM purchased for ab'out $30 mil-
lion in premiums, are dated Nov. 1,
1980-20 days before the blaze that
killed 84 people. 

"Insurers have always said that
you can't insure a burning house,
but when a client is big enough,
apparently you can insure one
that's already burnt," Mr. Hunter
said. I

"All ofthe mAjor problems asso-
ciated with this unusukl deal stem
from the fact that this simply is not
insurance," he added.

- Experts dispute Mr. Hunter's

contention that the badkdated pol-
icies are not insurance.

"Of course it is insurance,
though a very unusual kind," said
Bob Hedges, a profesior of insur-
ance and risk at Temple
University's School df Business
Administration in Philadelphia.
"There is uncertaint about the
risk. No one knows whbther, when
or how much in losies will be
paid."

John McCaffrey, executive vp at
Frank B. Hall in Briarcliff Manor,
N.Y., noted recently that "there is
nothing improper her6. It's an in-
surance product. The iprinciple is
clear. The loss cannot be measured

and won't be for several years."
Mr. Hunter said b'ecause the

backdated policies "afe not insur-
ance," MGM should n'ot receive a
tax deduction for theit purchase.

The IRS declined tb comment

on Mr. Hunter's lette; except to
note it would "investigate the situ-
ation if it has merit," alspokesman
said. •

... A.

- *V . Z9O*.I
-

could photograph the hulk, which
lay 12,000 feet beneath the surface.

Mr. Grimm, who has already
spent $1.2 million on the venture,
says its second phase will begin
July 3 this year.

"We're going back with the same
equipment, but on a different ship:
the Gyre, a research vessel belong-
ing to Texas A & M," he told Busi-
ness Insu·rance. "First we have to
positively identify the target as the

Titanic, using camera sleds and a
drag bucket. If we know we've
found it, we will probably go
down, but that won't be until la-
ten"

Then the expedition might use a

deep-diving submarine and robots
with grappling devices and cutting
torehes to retrieve artifacts, in-
cluding the ship's log, its bell and
$200 million worth of Antwerp dia-
monds said to be locked in the

ship's vault.
"That option is open to us," Mr.

Grimm said. "It is on the drawing
boards."

Mr. Pendleton says it is too early
toknowwhetherornottheuseofa

submarine would affect the

expedition's coverage for phase
two.

"What kind of policy it carries

will depend on who goes down in
the sub, who the contractor is, how
long the expedition lasts, how
many divers go down and what

they plan on bringing back with
them," he said. Hall already bro-
kers insurance for two submarine

firms.

"One sub, worth $800,000, is cov-
ered on all risks except the ingress
of water caused by human error or
an engineering flaw. Ingress of wa-
ter would be covered only if
caused by an act of nature. In this
case there is a $100,000 deductible

and a premium rate of 18% to 19%."
The submarines are so well-engi-

neered that the prospect of loss is
low, but premiums are high, he
says, so he usually recommends
self-funding.

Any treasures brought up by Mr.
Grimm's expedition are potential
insurance risks and could be cov-

ered by a new policy.
"Suppose they locate the

purser's safe. Lord knows what
they will find there in British

pounds, in bullion and in jewelry,"
the broker said. "We may be talk-
ing $50 million to $60 million. Even
if they don't find jewelry, just an
original cup and saucer from the
Titanic would have great value.

Anything they bring up could be a
museum piece. Will that be in-
sured? I don't know yet."

No contracts have been signed

on a policy to cover phase two of
Mr. Grimm's search for the Ti-

tanic, he says. "We'll probably
start discussing it in about three
weeks." •
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Employers nurture darcare center
Continued from page 3
about giving money only to em-
ployees with chi.dren," and
Eleanor Clement Glass, Sunnyvale
Center director. "This is available

to everyone, even though parents
probably would gartake of it
more."

TRW Vidar is one of the compa-

nies that originally funded the cen-
ter.

"Rather than subsidize a small

number of places, we chose to

sponsor so any of our emplcyees
could take advantage of the vari-
ous opportunit-es within the Sun-
nyvale Child Care Service Center,"
explained Nancy Gellhaus, man-
ager of employee relations.

Two TRW Vidar employees have
children at the center and o:hers

are on the wai:ing 1.st. There are
about 700 employees at TRW
Vidar's Sunnyvale and Mountain
View plants, and most live in the
south part of the county placing
the center within the-r commuting
pattern, Ms. Gellhaus says.

TRW Vidar, ESL Inc., Aertech
Industries and TRW DSSG also

pooled several hundred dollars
each into a fund for the center that

they hope will be matched by par-
ent TRW headquarters in Cleve-
land, says Ms. Gellhaus. (TRW is a
multiconglomerate involved in the
space, energy :nd defer.se fields.)

The donations are tax-deducti-

ble because they are routed into a
nonprofit corporation set up by
the City of Sunnyvale, which took
a leading role in starting the center
and has been recommended for a

Model Cities award for its wcrk.

Spots for temps

Timesavers, a temporary person-
nel agency with several offices
near the Sunnyvale Center and eli-
ents throughout Siliccn Valley,
will fund two spots in the pre-
school program when :t opens
April 1, says Pauline Gergurich,
public relations coordinator.

Timesavers has not decided

whether to allocate the space to
two specific employees who work

C.

m

fairly regularly or b several tem-
porary employees as the need
arises.

"It's never been done as far as I

know with a temporary service. I
wish it had so we'd have guidelines
to follow," Ms. Gergurich said.

Many temporary workers are re-
entering the job market and be-
cause they do not work regularly.
they h:ve difficulty obtaining
child care, she explains.

Aertech Industries has taken an

active mle in promo.ing the center
to its 610 employees, says Debby
Fryer, pensonnel representative.
She caned a meeting for employ-
ees wish the center's director.

About 10 people attended and
were er.thusiastic, she says. At):,lit

five employees signed up their
children.

High cost

The cost, however, seemed pro-
hibitive to some, she said. Costs
are $60 a week for infants, $45 a
week for preschoolers and $3) a
week fo r school-age children.

"I think it's just great over
there," said Ms Fryer: who will
continue b post center bulletins
and mention the center in her corn-

pany newsletter.
"Ider.tification of the child-care

need has been a real break-

through," said Ms. Glass, whose
own child a:tends the Sunnyvale

Center she runs. "Companies
wouldn t even talk about child

care. It's in an intense information-

gathering state. Whether that's go-

ing to be erough to have a domino
effect to knock over that last dom-

ino-actual commitment in

costs-I dcn't know.

"It will be wonderful when par-
ents go :o their job and say, 'What
kind of benefits do you have fcr
child care?' I'm sure that when

people first went to their employ-
ers and asked what kind of vaca-

tion benefit they had, tney heard,
'Are you asking about that crazy
concep: of paying workers when
they're not working?' It's going to
be like that," she predicted.

The Sunnyvale Child Ca -e Service Center cares for infants and toddlers as well as older children.

Interest in the center might grow
even more, however, if the
director's dreams all come true.

These include night and weekend
hours and care facilities for sick

children, Ms. Glass says.

The Sunnyvale Cemer now has
three major components: E school-
age program for children who at-
tend a nearby grade school and
·valk to and from the center, a pre>
school program that will open iii
April for ages 2#to 5 and an infant-
toddler program for 3 months to
21/2 years.

All parts of the center are open
from 6 a.m. to 6 p.m., but hours are
Flexible depending on :he needs o'
participating companies.

"We hope to be able to go to
nights and weekends, if there's a
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need," said Ms. Glass, adding that

Continuing Development Inc. has
a 24-hour center operating in Lake
Tahoe for recreational workers.

This fall, an advisory committee
of parents, company representa-
tives and community members
will be formed to make sugges-

tions and survey employees'
needs.

"I've only been getting informal
suggestions from employer
groups, like, 'All of our clerical
workers have to rush off to day-
care centers at 6 p.m. What ifI need
them for overtime? Can you stay

open until 7 so they're not penal-
ized?' If there's a need for that, we
might be able to work it out," Ms.
Glass added.

"The project that seems to be the

most interesting and is the most
difficult to do is care for the sick

child," Ms. Glass said.
The Sunnyvale Center has a gov-

ernment grant to fund five posi-
tions for workers who would care

for a sick child in an isolation area.

Presently, the center can care for a
child who gets sick on the prem-
ises, but cannot accept a child who
already is ill, Ms. Glass explained.
The center's "sick bay" program is

being held up by a licensing prob-
lem.

"I know companies would de-
light in having that service," Ms.
Glass said. The delay "is a matter
of one state agency (The Depart-
ment of Education) vs. another

(The Department of Social Ser-
vices)," she added. •

Liability plan cove rs guides
Richter/Robb Underwriters Ltd.

of Denver, a managing general
agency and surplus lines broker, is
offering a generalliability program
for outfitters and guides. The pro-
gram also encompasses dude
ranches, saddle animal pack trips,
river float trips, mountaineers,

cross-country skiing and related
activities.

Combined single limit and ex-
eess insurance is available up to a
$500,000 limit. For further informa-
tion, contact Martin Nye, Richter/
Robb Underwriters Ltd., 1245 E.
Colfax Ave., Denver, Colo. 80218.•

'NORTH 
OFTHE BORDER

Morris & Mackenzie is among the largest privately
owned Canadian firms providing insurance
brokerage, risk management, engineering and
benefit consulting services on a national basis.

For a copy of our brochure "A Unique
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, By MARY ANN MATLOCK

155 NEW YORK-American International
BI ticker

Group won't lose its berth m the insurance
150

IIi marketplace for lack of a game plan in 1980. The firm also reduced its expense try observers Shearson Loeb Rhoades Inc
Like a well-trained sports team, the com- ratio to 22 46 % from 23 35% by uslng a com- in its 1981-82 forecast says "We expect that

145 pany has produced winning seasons by fol- bination of management cutbacks, includ- AIG will continue to outperform the indus-
11 lowing three basic strategies underwriting ing curbing travel, hiring less and carefully try by a significant margin, however, it will

:44.&:E*'94+49*8(.6504* 4.412 at a profit, increasing Income 20% annually evaluating workers' performances be a difficult year "
and hiring adept personnel Heavy use of reinsurance (about 50%), The report estimates an industry com-

.

 Last year was no exception New statis- also contributed to the expense ratio de- bined ratio of 108% at the peak of the cur-
tics show the insurer group earned almost cline, Mr Arton said rent cycle, expected in mid-1982, comparedThe Bus,ness Insurance stock index continued $80 million in underwriting profit for gen- The domestic general market, especially with a predicted AIG 1981 ratio of 96 9%

its strong showing, rising 3.1 points to 170.2 eral insurance Income from operations be- property/casualty insurance, showed most The 1981 forecast, made before 1980 re-from 167 1. Forty-two stocks rose, 14 dropped fore taxes grew 17 4% to $360 9 million and business slips sults were published, was close to target It
and 16 were unchanged. Largest increases Juped 219% to $282 2 million after taxes estimated AIG would bring income fromwere: General Re Corp., 11.9%; Great West Life Net income increased 9 6% in 1980 to
Assurance Co., 11.1%; Armco Inc., 7.4%; $2847 million, as the combined ratio edged Year-end results show net premiums operations up 18% from 1980 largely be-

written m general insurance Jumped cause of expected advances in the life busi-Hanover Insurance Co, 71%, and American slightly higher, to 9549 from 9429 12% in 1980, to $1 9 billion from $1 7 billion ness and agencies
Indemnity Financial Corp., 6.9%. Largest de- Net Investment income in general insur- Life insurance premiums Jumped a remark- AIG stock looks solid The stock price in-clines were American States Life Insurance

ance, which kept many an underwriter able 25%, to $529 6 million from $423 1 mil- creased 25% (bid) in 1980, compared with a
Co., 8.1%; Integrated Resources Inc., 7.1%; afloat in 1980, Jumped 27% to $204 9 million, lion, and produced an operating income 9 4% rise in Best's Multiple Lines Index, a
E H Crump Cos. Inc., 6.3%; Reed Stenhouse slightly less than 1979's 338% pace growth of 28 3%, to $83 5 million from $65 12 4% advance in the S&P Multiple Lines
Cos. Ltd., 4.2%, and Hartford Steam Boiler In- .

There's not an underwriter here who million Index and a NASDAQ Insurance Indexspection, 2.7%. The 1 8%index gain outpaced doesn't understand what his mission is," The firm's balance sheet posted one sub- overall advance of 3%, according to a Febru-all three market indicators. The New York
said Gavin R Arton, director of investor re- stantial loss $2 7 million in foreign ex- ary report by Shearson

Stock Exchange dropped 01%, Standard & lations "Underwriters are our key pro- change In 1979, th firm gained $537,000 on AIG also held 1ts own, the report noted, !Poor's dropped .07% and the Dow Jones In- ducers Success is underwriting profit " exchange This loss resulted in a pretax in- compared to the broader market, where thedustrials rose 0.6%.
Despite a slight 8 9% slip in underwriting come Jump from operations of only 17 4% S&P 400 rose 27 6%, the 500 rose 25 8% and

profits for general insurance in 1980, pretax compared to 18 5% derived from operations the NYSE Composite rose 257%
operating income below 1979's 19 1% and a excluding foreign exchange Net income per share, according to AIG'sBritish Issues net income Jump below 1979's 36 2%, AIG's Anticipating a difficult 1981, at least in do- year-end statistics, was $7 54, up from $6 93

1 Week
results seem more impressive than the com- mestic lines, AIG is emphasizing foreign m 19793/10 Price P/E Div Yield High-Low
petition risks, which now account for 50% of its busi- "The 1980 increase m AIG's stock priceCompanies pende pence % pence pence

ness and 11,000 employees m 140 countries follows gains of 17% in 1979, 22% in 1978 andComml Union 154 83 1543 100 157-153

Eagle Star 243 84 1571 65 247-242 A Business Insurance survey of 23 insur- "Global accounts and the foreign book 10% in 1977 This performance is directly
Gent Accident 316 7 9 1929 61 324-314 I-1 ers showed investment income re- are obviously growing factors," Mr Arton attributable to AIG's unique place and per-
Gdn Royal Exch 334 8 8 21 43 6 4 344-332 placed underwriting gains in 1980 as com- said "We now have one-stop shopping " formance within the insurance industry,"
Phoenix 270 84 21 43 79 276-270 panies recorded an average combined ratio A new program, global accounts, will al- the analysts' report says
Royal 375 8 2 34 29 91 390-473 of 103 and an operating income decline of low brokers with clients anywhere in the "We continue to believe that AIG offers
Sun Alliance 800 108 4500 56 806-BOO

2% BI, March 2) world to obtain single cover from AIG investors substantial opportunity for capi-
Allowing investments to offset underwrit- Before we could do this piecemeal U S tal appreciation and recommend purchase 1Brokers

CE Heath 218 106 1187 64 228-218 ing losses and posting combined ratios at or corporations can now buy insurance in the to meet that goal " .

Hogg Robinson 102 82 814 80 108-102 above 100 "is hke talking a basketball team U S for foreign risks," Mr Arton said
Alex Howden 110 92 1000 91 112-109 and telling them lt'S OK to lose by one Other strategies planned for the 1980s in-
JH Mlnet

1
99 12.4 645 65 104- 99 point," Mr Arton said clude improving communications bnd pos-

Sedg Grp 121 12.0 714 59 132-121 "It doesn't take long and is almost inevita- sible expansion o f foreign o ffices into sec- Bundy moves I
Stenhouse Hidg 82 78 664 81 87- 82 ble for that team to sllp into the minor ondary cities
Stew Wrightson 216 105 1714 79 230-216
Willis Faber

leagues If they never win or always miss, Most of our competition is still Mnitating300 13.3 1614 54 307-297 to Combined
there's not quite enough motivation The We're improving all the time," Mr Arton

Source Philip Olsen/Alan Clifton. Insurance Indus- team becomes demoralized "
try Specialists Kitcat & Aitken Stoekbro-

boasted

kers. London At AIG, points were scored in the life in- The firm's confidence, expected from as senior vp
surance, general, foreign and specialty hnes AIG executives, is also expressed by indus-

CHICAGO-Harvey H Bundy III, well- 1
known insurance stock analyst at William , 1

Bl Industry Stock Report Blair & Co here, is Joining Combined In- 
ternational this month as senior vp with re-
sponsibility for mergers and acquisitions 

MAR. 10, 1981 3/4/81 THRU 3/10/81 MAR. 10, 1981 3/4/81 THRU 3/10/81 The move signals a new interest at the I
Insurance Cos.

Price % Chg P/E $ Div % Yld High Low Vol (000) Price % Chg P/E $ Div % Yld High Low Vol (000) Chicago-based company to expand beyond ,
- - - its current personal lines insurance busi-Aetna Life & Cas Co NYSE 34 88 57 55 232 67 34.88 33.00 519 5 Tokio Marine 6 Fire Ins Co OTC 14825 -03 164 103 07 14900 14575 04

American Bankers Ins Group orc 700 -18 47 022 31 7.25 7.00 98 4 Travelers Corp NYSE 44.63 62 52 288 65 44 63* 42.38 323 6 ness o f subsidiary Combined Insurance Co
American Finl Corp Ohio OTC 2725 05 56 050 18 27 25* 27.13 33 5 United Fire & Cas Co OTC 3650 00 95 100 27 36.50 36.50 04 of America, possibly into specialty lines ofAmerican Gen Ins Co NYSE 40 25 63 61 200 50 40.25 39.13 115 0 United States Fid 6 Gty Co NYSE 39 88 -0 6 49 320 80 40.25 39.50 227 2
American Indty Finl Corp orc 1750 69 68 112 64 17.50 16.63 15 1 United Svcs Life Ins Co 0!C 1525 17 62 100 66 15.25 15.00 13 5 commercial insurance'

r
American Intl Group Inc OTC 82.50 2 8 116 0.50 0 6 83 25* 80.25 180 5 Uslife Corp NYSE 2588 10 72 072 28 26.00 25.88 694 4 "I see a major opportunity for me to en-
American Natl Ins Co OTC 1325 29 60 068 51 13 50 13 25 73 8 Washlngton Natl Corp NYSE 37 38 -1 6 73 150 40 38 88 36 75 56 5 hance the growth rate of Combined through LAmerican Sts Life Ins Co OTC 1700 -81 58 072 42 18.50 16.50 13 Zenith Natl Ins Corp OTC 14.75 -1 7 92 050 34 15.00 14.75 24 4
Aneco Reins Ltd] orrc 450 00 00 000 00 4.50 4.50 971 acquisitions," said Mr Bundy, who Joined
Appalachian Natl Corp OTC 213 00 61 005 24 2.13 2 13 69 I lamANCE OOMPANIES AVERAGE 73 40 Blair in 1968 He has made himselfa reputa-
Avemoo Corp AlEX 900 14 78 050 56 9.00 8.63 36 tion for being well-informed and knowl-
Banks Iowa Iric OfC 2600 00 44 144 55 26.00 26.00 15

Bitco Corp OIC 3650 00 53 216 59 36 50 36 50 1 7 Agents/Brokers edgeable about the insurance brokerage
Carolina Cas Ins Co orc 900 59 57 032 36 9 25* 8.75 45

Alexarder 6 Alexander Sri 3400 23 111 184 54 34.00 33.25 116 6 business and has been a regular contributorCentral Natl Flnl Corp OK- 1025 -12 37 050 49 10.38 10.25 16
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A bottom li

Every business has special perils need-
ing special insurance broker solutions.
How Alexander & Alexander looks at off-

shore drilling, one of the riskiest, will help
explain how we willlook at your business.
In this case, we study rig safety through a
contractor's eyes. Scrutinizing the workers
and the working environment. Probing the
whys of injuries and the hows of accident
prevention. Viewing down-time as dollars.
Client-tailored

safety programming
Only by working from a client's point of

view can we be sure a company gets the
most comprehensive, cost-efficient pro-
grams possible.

This insider's vantage point enables
our loss control consultants to be sticklers

on safety for any corporation. Ferreting out

ne view of loss control

Oil rigs, like this in the Gulf of Mexico, typify high-hazard operations.

hot spots from loss data banks. Casing the
carrier's services. Creating safety programs
that work. And staying on top of them, alert
to changing conditions, new hazards, new
operations, new technology

Each industry has different needs. For
insurance, for risk management, for human
resource management, for financial
services. And each of our 120 offices here

and overseas has the facilities, expertise
and strength to fulfill the requirements of
any company, large or small, in any industry

We think a big reason A&A has
become one of the largest and most trusted
insurance brokers worldwide is that we

work the same way with every client. From
the client's point of view.

\\11

Alexander
8lexander

From the client's point of view.


