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Business AmBase board asks Manley
to resign as president and CEO

NEW YORK-AmBase Corp directors
last week asked Marshall Manley to re-
sign as president and chief executive of-
ficer of AmBase and as chairman of its

8nsurm,ce main insurance unit

The AmBase board put The Home In-
surance Co and two other insurance

units up for sale last month (BI, Feb
26)

AmBase Chairman George T Scharf-
®

fenberger was named AmBase president
and chief executive officer. James J
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Workers comp rate changes in '90
1990 work comp rate changes have been implemented in 19 states and proposed in 15

Allied.Signal
others. States not shaded have not received rate proposals or are rated differently
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Novel plan checks health costs4

Del. By JERRY GEISEL And, in a feature of the program that has

D.C.
captured national attention, CIGNA-under

WASHINGTON-Allied-Signal Inc 's a "risk contract"-agreed to absorb cost in-
trailblazing national managed care program creases that exceeded a stipulated amount in
could save the industrial giant $200 million each of the program's three years It was the
on health care in three years based on results first time a health insurer agreed to such a
from its first 18 months contract for a multiyear period

Allied-Signal officials announced Thurs- "We have proven that lt lS possible to
day that the annual per-capita health care manage health care in a more cost-effective
cost for the 43,000 employees in the three- way," said Allied-Signal Chairman and
year program is now about $2,450, 23% less Chief Executive Officer Edward L Hennessy
than the $3,200 the company pro]ected had Jr at a Washington, DC, press conference
the employees and their 70,000 dependents "We have accomplished what we have set
remained in a traditional indemnity health out to do," added Joseph W Duva, Allied-

Implemented Proposed care plan Signal's corporate director of employee ben-
F10-10% 20-30%  Decrease 1-10-10% I 20-30% In fact, the managed care program has efits
10-20% 30+ Ea 10-20% I 30+ been so successful in its first 18 months that Mr Duva said employees have accepted

plan administrator CIGNA Corp says it iS the managed care program For example,
So Arce National Council on Compensation Insurance and state ratina bureaus

BIA,Ohn Sm,thlr making money, even though lt guaranteed to 75% of employees eligible for the program
hold cost increases for Allied-Signal under use network providers 95% to 100% of the

Comp ratemaking 10% in each year of the program time

If cost increases exceed this amount, Mr Hennessy said 83% of the money spent
CIGNA must absorb the additional costs on health care by eligible employees lS being

While neither company would disclose the spent through the network, a powerful mea-

1

attracts new attention specific percentage for the first two years of sure of employee acceptance
the program, CIGNA has guaranteed that Al- "The bottom line is the program lS work-
lied-Signal's costs will not increase more ing It lS delivering quality care and manag-
than 6% to 7% in the third year ing costs," said Robert O'Brien, president of

By MEG FLETCHER For instance, to better judge insurers' Allied-Signal launched the program- CIGNA's employee benefit units
rate requests, some regulators want work ''Health Care Connection"-amid a blaze of Mr Hennessy said employers must manage

Public awareness of the workers com- comp ratemaking organizations to file publicity in March 1988 It is intended to re- their health care costs just as they devote
pensation ratemaking process is intensi- only loss costs rather than fully developed place about 100 health maintenance organi- corporate energies to managing other bust-
fying as rates continue to rise rates, forcing individual insurers to de- zations and indemnity plans that Morris- ness expenses

While experts agree that double-digit termine their own expense and profit fae- town N J -based Allied-Signal had provided "We have been doing just that," Mr Hen-
workers comp rate increases sought by in- tors to workers (BI, Feb 22, 1988) nessy said
surers around the country stem primarily This procedure is already used in some Under the program, which now covers The dramatic cost savings reaped by Al-
from broad-based system problems, such states, including some with competitive more than 56% of the company's 76,000 do- lied-Signal-the nation's 29th largest indus-
as rising medical costs and the growth of work comp rating statutes mestie employees, workers are enrolled in trial company with about $12 billion in sales
residual markets, some are focusing at- "Workers compensation ratemaking has HMOs operated nationwide by CIGNA -is a stunning contrast to the torrid increase
tention on the workers comp ratemaking always been closely regulated by the Health Plans Inc Employees in the program in health care costs that are walloping many
process itself (see stories, page 17 and 18) Continued on page 15 can use non-network providers at sharply of the country's largest companies

reduced coverage levels Continued on page 38

Receiver charges LUI role in Transit failure
By DOUGLAS McLEOD vices Inc of Southfield, Mich , revised upward to $3 billion to $4 present at the subcommittee hear- tion paid by Transit to both NUA

Transit Special Deputy Receiver J billion from an earlier estimate of ing and Russell Re was in accordance

WASHINGTON-Transit Ca- Burleigh Arnold told the House $2 billion after an actuarial study In a written statement, LUI with normal or below industry
sualty Co 's receiver last week Oversight and Investigations Sub- projected up to $2 4 billion in Chairman Peter S Wilson said, levels" for MGAs, Mr Wilson said
blasted top officials of London committee losses on the NUA book alone "We unequivocally reject Mr Ar- Mr Arnold also has "expressed
United Investments PLC, charg- Transit acted as a fronting com- While Transit had minority nold's suggestions and innuendos his confidence" in Russell Re by
ing that they helped sink Transit pany for large volumes of busi- shareholdings in the two agencies, of misconduct," adding that LUI retaining the agency to help run off
through a joint investment with ness produced by NUA and Russell LUI officials effectivel) controlled lawyers are investigating "the ex- Transit's business, Mr Wilson ob-
Transit in two managing general Re, which arranged reinsurance Russell Re and NUA-with NUA tent of the privilege attaching to served
agencies with scores of companies, includ- President Richard E Foss-and Mr Arnold's remarks" before the Mr Foss was traveling last week

"Greed and money" motivated ing reinsurers managed by LUI used the two agencies to generate subcommittee and could not be reached for com-

LUI officials to min with Tran- subsidiary H S Weavers (Under- commission and fee income with "During the time NUA repre- ment
 sit and otheis in forming National writing) Agencies Ltd little regard for Transit's solvency, sented Transit, Transit conducted Mr Arnold's testimony is the la-

 Underwriting Agency Inc of Chi- Mr Arnold also reported that the Mr Arnold charged regular audits of the NUA busi- test development in a public strug-
cago and Russell Reinsurance Ser- size of the Transit insolvency was LUI representatives were not ness At all times, the remunera- Continued on page 37

NEWSPAPER FDIC may continue to cover Firms may miss EPA deadline Small employers take steps
bank investment contracts for PCS transformer cleanups to control heath care costs
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AmBase asks Manley to resign
Bank investment contracts

Continued from page 1

Meenaghan, The Home's president and CEO, was also named chair-
man of the insurance unit may retain FDIC coverage

Mr Manley remains an AmBase director
Mr Manley's $18 million salary made him the second highest-

paid insurance executive in 1988 A $3 million interest-free loan By JUDY GREENWALD centage of the overall defined con- that FDIC coverage encourages
from the company remains unpaid (BI, Aug 28, 1989) tributicn plan investment market, competition on investment con-

While an AmBase spokesman said that Mr Manley's severance WASHINGTON-In an apparent but observers estimate that they tracts, which enables defined con-
will be negotiated this week, AmBase's 1989 proxy statement says setback for the life insurance in- may account for as much as one- tribution plan sponsors to obtain
that certain AmBase officers-including Messrs Manley, Scharf- dustry, the Federal Deposit Insur- third of the new contracts being better rates
fenbergei and Meenaghan-would be entitled to a payment equal to ance Corp is recommending that it written In addition, security for plan

approximately three times "their current or average annual com- continue to insure bank investment At issue lS whether the FDIC participants is impioved by FDIC

pensation" if the officei iS terminated, resigns for "good reason" or, contracts, which are emerging as a should insure BICs for up to coverage, which encourages plan
in certain cases, if the company lS acquired malor force in the $150 billion $100,000 per employee in a defined sponsors to diversify investments

The decision to request Mr Manley's resignation reflects an ac- guaranteed investment contract contribution plan that invests in beyond insurer GICs, banks con-
knowledgment of his failure to make AmBase a financial conglom- market BICs This is known as "pass- tend
erate, the spokesman said The insurance industry, however, through" coverage The FDIC studied the issue of

Giving Mr Scharffenberger control of the three insurance units plans to continue its efforts to Insurance companies contend pass-through insurance coverage
reaffirms the board's decision to sell them, the spokesman said eliminate, or significantly reduce, that banks' ability to promote for BICs in compliance with the Fi-

A source said Mr Manley may form an investment group to buy federal coverage for the contracts FDIC coverage for BICs gives them nancial Institutions Reform Recov-
AmBase Corp , its securities brokerage unit, New York-based BICs are bank deposits that, al- an unfair competitive advantage ery and Enforcement Act of 1989
Gruntal Financial Corp , or its savings and loan unit, Carteret though technically different from over insurers, whose GICs are not (BI, July 3, 1989, May 22, 1989)
Bancorp in Morristown,NJMr Manley lS uninterested in the in- guaranteed investment contracts federally insured Insurers also as- Its study, submitted to Congress
surance units, the source said underwritten by insurance com- sert that federal insurance on BICs last month, points out that the

panies, operate similarl> represents an additional danger to FDIC provided pass-through cov-

Allianz in East German venture An estimated 75% to 85% of a banking system already threa- erage for bank deposits of most
funds invested by defined contri- tened by a shaky savings and loan pension plans and other "trusteed"

BONN, West Germany-Allianz AG, West Germany's largest in- bution pension plans are in GICs industry employee benefit plans for several

surance company, is forming a joint venture with East Germany's and BICs (BI, Oct 16, 1989) Banks, for their part, say the decades
sole, state-run life, hability and accident insurer, Staatliche Versi- BICs make up only a small per- danger is minimal They also say Continued on page 28
cherung der DDR

The new company-in which Allianz and Staathche will be the
sole insuier shareholders-will be named Deutsche Versicherungs
A G and have ltS headquarters in West Germany, Allianz stated Texas work comp reform

The agreement to form the joint venture follows the East Ger-
man goveinment's recent approval of a plan to privatize Staatliche

Alhanz says it will support the East German insurer as it adapts to Bill's backers fear changes by trial lawyers
a fi ee-market system

Staatliche reported total premium income of 7 5 billion East By MICHAEL BRADFORD unworkable

German marks at year-end 1989, of which 3 9 billion marks came Insurers also face much greater regulatory scrutiny
from life insurance Assuming a one-to-one exchange rate with the AUSTIN, Texas-An architect of the Texas workers under the new law, noted a state workers compensa-
West German deutsche mark, Staathche's 1989 premium income compensation reform law and workers comp insurers tion regulator
was $4 44 billion, of which $2 31 billion came from life insurance vow to protect the reforms from any attempted Gov Bill Clements has called the workers comp re-

amendments form bill passed last December "the most signifi-

Bendectin award overturned A legislator who led the state's workers comp reform cant piece of legislation to come out of the Texas Leg-
movement as well as workers comp insurers lear that islature in 20 years" (BI, Dec 18,1989)

WASHINGTON-A federal appeals court has overturned a $20 trial lawyers in particular might seek changes The reform la w, which takes effect Jan 1, 1991,

million jury award against Merrell Dow Pharmaceuticals Inc , rul- Insurers also took a few swipes at the state plain- scrapped most of the state's unusual trial de novo
ing that data did not show any "significant" connection between tiffs' bar during a one-day seminar sponsored by the system, whit.h has led to nearly all Industrial Accident
Dow's anti-nausea drug Bendectin and birth defects Alliance of American Insurers late last month Board decisions being challenged with an appeal for a

The court also upheld the district court judge's decision to throw Trial lawyers, however, deny they are plotting to Jury trial, 1.nuts doctor shopping by workers, allows
out $75 million in punitive damages ambush insurers and the new legislation Insurers, large employets to self-fund wcrkers comp risks be-

In the suit, a 10-year-old boy's family claimed Bendectin caused they say, will eventually learn for themselves that ginning in 1993, and requires the use of an impairment
his birth defects added costs imposed on insurers will make the law Continued on page 27

A spokesman for Cincinnati-based Merrell Dow, a unit of Dow
Chemical Co of Midland, Mich, said the company was not sur- Business blasts government panel report
prised by the appeals court decision because the safety of Ben-
dectin has been reaffirmed many times

Last yeai, the U S Supreme Court let stand a federal court ruling
dismissing hundreds of bodily injury claims against the drug manu-
factuier (BI, Jan 16, 1989)

Parental leave endorsed
Bendectin, once widely prescribed to pregnant women for morn-

ing sickness, was taken off the market in 1983 By MICHAEL SCHACHNER in assuring that their workers have "Child care must be viewed as an

access to high-quality child care investment in the health and devel-

Group seeks health care reform WASHINGTON-Employers are The panel suggested that employ- opment of children in America,"
criticizing a government panel's ers assist employees in accessing said John Palmer, panel chairman

WASHINGTON-More than 35 major corporations, labor organi- recommendation to require em- child care resource and referral and dean of Syracuse University's
zations and consumer groups have formed a new coalition to press ployers to offer one-year unpaid networks, provide full or partial Maxwell School of Citizenship and
for reforms of the nation's health care delivery system leaves with continued health care vouchers for child care expenses Public Affairs

The group-known as the National Leadership Coalition for coverage and guaranteed job pro- and create pretax spending ac- By the year 2000, the mothers of
Health Care-says it intends to develop a comprehensive health tection to parents with a newborn counts for child care about 80% of school-age children
care plan to achieve universal access with emphasis on built-in cost or newly adopted child The NRC, an arm of the National and 70% of preschoolers will work
control elements, a sound financing plan and administrative sim- The National Research Council Academy of Sciences, did not esti- or be looking for work outside the
plification last week also suggested that em- mate what its proposals, if imple- home, according to the NRC

"Only major structural and systematic reform is the answer We ployers assume more responsibility mented, would cost employers Contznued on page 38

must get business, labor, government providers, insurers and con-
sumers working together in a coordinated effort for comprehensive Inside
change," the coalition said

Members include American Telephone & Telegraph Co, Ford
7 Risk managers in California must become more 'ag- of stable to rising premium rates, says analyst LeonardMotor Co, Marriott Corp, Lockheed Corp, the Communications

Workers of America and the United Steelworkers of America gressive' in fighting insurance reform, says the new pres,- M Wilson PAGE 39
Former Iowa Gov Robert D Ray and former Rep Paul Rogers, dent of the Los Angeles Chapter of AIMS PAGE 7

D-Fla, are chairmen Departments
1* The Pepper Commission's recommendations, while

PRMC award payment ordered well-Intentioned, would cause more problems than they Advertiser index............ . . ..33

would solve, says this week's editorial PAGE 8 Ask a benefit manager 04

CHICAGO-A Chicago federal Judge has ordered Harris Trust & At issue.
....

Savings Bank to turn over to Pacific Reinsurance Management 9 A golf tournament sponsored by the Memphis Chapter Benefit beat
.

6

Corp $72 million held in trust for Ohio General Insurance Co to of RIMS unexpectedly has turned Into an extremely suc- Classified. 94

satisfy a 1988 arbitration award
cessful fund-raiser for insurance education PAGE 10 Insurance services guide................. . ..............35

Ohio General is a successor company to Ohio Reinsurance Corp, International 09

one of six reinsurers ordered to pay contested balances to PRMC, &00 Employee benefit plans should be re-cast in light of Legal briefs.............. . ........................ .. 26
the defunct reinsurance pooling unit of Mission Insurance Co major social and economic changes, a consultant says at Letters........................ . .... ............. ...8

The Ohio Insurance Department, which placed Ohio General in
a LOMA conference PAGE 12 Markets

....

rehabilitation last month, has not decided whether to appeal the Opinions. ..

order (Bl, Feb 26) 7 The lack of a well-conceived plan of operation can Perspectivee 04

Updates continued on page 38 lead to failure In structured settlements, says Michael J RMIS commentary 94

Casey of Ringler Associates in Perspectives PAGE 24 Ticker 19

Errors & omissions i,0 France's largest insurer believes Europe Mil consti- Vol 24, No 12-Business insurance (ISSN 0007 6864) is published weekly
tute the single most important insurance market after Eu. by Crain Communications Inc, 740 N Rush St, Chicago, Ill 60611 2590

• The types of services reviewed by Philadelphia-based TAO ropean Community trade barriers fall PAGE 29 Second-class postage is paid at Chicago, Ill, and at additional mailing of

Inc were incorrectly identified in the directory of utilization review fices Postmaster Send address changes to Bisiness /nsurance, Circulation

providers in the Feb 19 issue TAO reviews only psychiatric and Department, 965 E Jefferson Ave, Detroit, Mich 48207,800 992 9970 or

40 Insurance brokers should benefit In 1990 from a year 313 446-1611 Copyright 1990 by Crain Communications Inc
substance abuse services



Mounting health costs spur creativity
By JERRY GEISEL

While small employers around the country Small firms must 'get involved and do more'
are being squeezed by a tight market for
group health insurance and clobbered by than coverage available from HMOs substantial sums of money," said Phil Hitch- because of cost-containment techniques like
soaring premiums, about 3,000 small Rhode While the Alliance program illustrates how cock, executive vp self-funding, adopting a flexible benefit plan
Island companies have access to secure and, small employers can band together to obtain • Sandmeyer Steel Co, a stainless steel and giving employees cash rewards for spot-
in some cases, less costly coverage health insurance on more favorable terms, products manufacturer in Philadelphia with ting hospital billing errors

The firms can obtain health coverage on some small firms are independently taking 160 employees, is saving between $10,000 "You have to get involved and do more
preferential terms from two Rhode Island- action to try to stem the rising and $20,000 a year in costs by than say, 'Oh, no" after a big rate increase,"
based health maintenance organi7ations by tide of health care costs self-funding its health care pro- said Ron Sladky, vp-finance at the 125-em-
paying a $75 first-year fee and a $60 fee in For example gram ployee firm
succeeding years to The Good Neighbor Alli- • Panel Processing Inc , an Al- "We would rather pay claims These programs are among the initiatives
ance Corp The alliance, based in Cranston, pena, Mich , manufacturer of 2 ne as they come in, rather than let nationwide identified by the Washington,

R I, is a small business service agency that wood panel components with < in a an insurance company earn in- D C -based National Assn of Manufacturerscontracts with the HMOs The agency oper- 176 employees, cut annual cost c),rseries vestment income on our pre- that are being taken to control health care
ates for profit health care costs $60,000 to mium," pointed out Ron Sand- costs A previous story profiled companies

Alliance members, which also include a $70,000 by self-funding, estab- Containment meyer, vp-finance and that have set up in-house medical clinics
couple hundred members in Connecticut and hshing a flexible benefit pro- administration of the 38-year- (BI, March 5), while future stories will report
Massachusetts, can obtain coverage from the gram and instituting other cost management old family-owned business on other cost containment strategies
HMOs without meeting minimum employee measures • Perrysburg, Ohio-based Master Chemi- Small employers' success in holding down
counts, and the coverage is less exoensive "We couldn't sit on our thumbs and do cal Corp , which blends fluids for metal cut- health care costs has implications beyond
than the employers could obtain from com- nothing with the way costs are rising We ting, has experienced only 5% average an- their bottom lines
mercial insurers and in some cases less costly had to take action, and now we are saving nual health care cost increases since 1983 Continued on page 11

Genetic PCB cleanups lag i_ i

damage as deadline nears '
1 1

from DES 'r
Da -/By MICHAEL BRADFORD Violators face daily fines of up to ./ ,/
r

alleged $25,000, and individuals convicted of It
Some owners of high-voltage trans- lating the federal law could be sentenced

f 1..formers will be racing to meet an Oct 1 to a year in prison it
deadline for removing or dramatically The cost of treating transformers to re- f

By MARK A. HOFMANN lowering levels of PCBs m the units, de- move the PCBs or replacing contaminated T
spite years of widespread publicity about transformers ranges from $20,000 to more 1-4,0

WASHINGTON-In the first the federal regulation than $50,000 per transformer, and some
case of its kind against a DES Some transformer owners that have not companies have spent millions of dol- 1 - 14
manufactuier, the son of a woman already begun removing polychlorinated lars to comply 3 1Td=,al.Jil./1.-I

e

who ingested an anti-miscarriage biphenyls may miss the deadline, imposed But, many businesses and public enti- >
drug made by Eli Lilly & Co con- by the U S Environmental Protection ties are confused or are unaware of the
tends the drug genetically altered Agency in 1985, because the process of regulation, according to Marla Jeane
him, causing a rare cancer in his removing the toxic chemical can take sev- Motter, manager of market development
daughter eral months to up to two years, experts for ENSR Operations in Canton, Ohio, a

While other suits have alleged say division of Acton, Mass -based ENSR - -Z tiffthat DES has injured grandchil- Compounding the problem for some Corp that treats PCB-contaminated ifi
dren of women who ingested the companies and public entities is uncer- transformers 0 C \
drug, (BI, Sept 29,1986), "this is tainty over whether they or the local elec- "We've talked to a huge number of
the first case" alleging the drug tric utility actually own a contaminated commercial property owners and very few SUOI'EJ 0caused genetic mutation ma child transformer were aware of the PCB regulations," she 1,
and that this mutation caused a The EPA, however, is not sympathetic said M. 2

plaintiff's attorney Aaron M Le- » igrandchild's injury, explained toward transformer owners that are "There will probably be some problems 4._
pushing to meet the deadline in meeting the deadline," agreed Fred Po- 3vine of Aaion M Levine & Associ- "There were five years to prepare, tenza, executive vp of risk management

ates in Washington, D C which we think lS certainly adequate," consulting services at Gallagher Bassett
Defense attorney Jay Mayesh of said an EPA spokeswoman in Washing- Service Inc of Rolling Meadows, Ill, a

0Stroock & Stroock & Mayesh in ton, D C unit of Arthur J Gallagher & Co
New York. who has represented However, an EPA spokesman in Dallas Arnie Sugar, project manager for
other DES manufacturers in suits said the agency is optimistic that trans- ECOVA Corp , a Dallas company that
filed by daughters of women who former owners will meet the deadline treats PCB-contaminated equipment, said Detoxification of PCB-contaminated high-voltage
took the drug, also believes this is "If they don't, there can be some pretty that while most of his chents will meet transformerS is a complex job that can take up to
the first suit of its kind against a stiff fines," he said Conttnued on page 36 two years to complete.
DES manufacturer

Mr Levme said no one has any
idea of how widespread the prob-
lem might be One case, though, is
"by no means proof of an epide- Airline reinsurers may force rates upmic," acknowledged Mr Levine,
who filed the suit March 12 in U S

District Court in the District of By STACY SHAPIRO paid, then there can only be a knock-on effect " rating," he said
Columbia on behalf of an Olney, However, Ralf Oelssner, director of corporate Airline hull and liability insurance rates rose
Md, Methodist minister LONDON-Aviation insurance underwriters insurance for Lufthansa German Airlines and rapidly in 1986, when rates increased by as

The plaintiff, J David Roberts, lS may be forced by their reinsurers to increase president of Airline Mutual Insurance Ltd in much as 300% for some airlines The rate hikes
seeking $2 million in compensatory airline hull and liability insurance rates during Bermuda, an airline industry-owned captive, pushed total world airline premiums to $1 2
damages and $2 million in punitive the last quarter of this year when 75% of the warned that if rates skyrocket, airlines will take billion in 1986, while claims only totaled $350
damages, conten(ling Lilly caused world's airlines renew their coverage, says. a remedial action million, according to Mr Crawford (BI, Feb 2,
him emotional distress by market- London reinsurer He cautioned underwriters that if they in- 1987)
ing a drug lt knew was harmful But if aviation insurance rates do shoot up as crease rates at the end of the year or the begin- In sheer frustration, the International Air
and withholding adverse reports they did in 1986, airlines will retain more of the ning of next year, "Don't overdo it " Transport Assn in 1986 set up Airline Mutual
about the drug's safety coverage through captives, an airline risk man- Otherwise, "there will be high self-retentions Insurance in Bermuda, managed by Thomas R

However, product liability de- ager promised kept by the airlines (and) increased use of cap- Miller & Son (Bermuda) Ltd, to fight against
fense attorneys say medical evi- 'Reinsurers, I am convinced, are going to be tives," Mr Oelssner said the rate increases (BI, Nov 17,1986)

dence does not support the charge making insurers aware that unless they start A Lloyd's of London aviation underwriter As of last week, 37 companies operating 75
that DES causes mutation of chil- moving the premiums in the right direction, asked what Mr Oelssner would consider "over- airlines belonged to AMI, said a Thomas R
dren of women who ingested the then the costs imposed upon them by their rein- reaction in rating terms " Miller spokeswoman
drug and subsequent inluries to the surers will be totally unaffordable as the year "Airlines want rates to be based on their However, airline insurance rates have been
women's grandchildren continues" and especially next year, cautioned merits," Mr Oelssner replied, meaning that air- falling ever since 1986 According to IRRG,

They also say that it is unl.kely Tim Dumenil, aviation underwriting manager lines should be charged a rate that is based on which sponsored the conference, net worldwide
that Lilly or any of the 300 other for Zurich Re (U K ) Ltd their individual loss history airline premium income in 1987 totaled $950
DES manufacturers could have Mr Dumenil delivered his prediction to risk "I support this," said another airline insur- million, while claims totaled $1 billion, in 1988
known 40 years ago that the drug managers of major airlines and leading aviation ance manager in the audience "Where we feel premiums totaled $650 million while claims to-
would be harmful to the children brokers and underwriters at the Fifth Airline some frustration is when underwriters overdo it taled $1 25 billion, and in 1989 estimated premi-
and grandchildren of women who Insurance Conference, sponsored earlier this downwards and upwards Quite a bit of our ums totaled $350 million while claims totaled
would ingest it month in London by Insurance & Reinsurance frustration is lost when we know we are being $1 1 billion

A spokeswoman for Indianapo- Research Group Ltd rated on our merit " "It is likely that premiums in 1989 will be ex-
lis-based Lilly said the company Airlines "will be forced to retain more, forced But Peter Crawford, managing director of ceeded by claims by 200% to 300%," said Mr
had not seen the suit as of late last to pay more, or be forced to retire to the sick Aviation & General Insurance Co Ltd in Lon- Crawford of Aviation & General "Adequate
week bay," Mr Dumenil said "Reinsurers can no don, said that underwriters could be forced to premium will have to be paid for the cover," he

But, she said "We believe that longer foot the bill at the rates and premiums in increase rates to cover escalating claims costs added
Continued on page 37 the world today If no more money is going to be Therefore, "it will be difficult to give individual Continued on page 35
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Satellite loss not covered
By STACY SHAPIRO

LONDON-Insurers are not expected to pay any

portion of last w.ek's loss of a telecommunications
s Eelli:e worth more than $250 million, even though
1 20-owner of the satellite had purchased launch
irsurance.

The board of governors of the International Tele-

communications Satellite Organization, a consor-
ti-m of national communications companies that
owned the satellite, had recommended that the

partners not ins.ire the satellite because satellite
irsurance rates were too high, insurance sources
confirmed

Satellite launch insurance rates, which have been

as high as 30% of the value of a satellite, now range
between 16.5% and 20% of a satellite's value (BI,
March 5).

However, Communications Satellite Corp. in

Kashington D.C., a partner in Intelsat, decided to
buy launch insurance, led at Lloyd's of London, for
its 26% share in Intelsat's satellites, sources say.

Comsat's policy, though, covers the U.S. com-
munications company for two satellite losses above
a one-loss "deductible," Because last week's loss is

the first loss under the program, insurers will not
have to indemnify Comsat, sources confirm.

Comsat's portion of last week's loss is $66 mil-
lion.

Comsat's coverage was placed by Corroon &
Black Inspace Inc. of Bethesda, Md., a unit of Cor-
roon & Black Corp.,and Lloyd's broker Crawley
Warren & Co. Ltd. in London.

Sources did not know whether other Intelsat

members had purchased coverage on the satellite,
which failed to reach proper orbit after its March
14 launch from Cape Canaveral, Fla. The Intelsat
satellite failed to separate on the final stage from a
Titan 3 rocket owned and operated by Martin
Marietta Corp of Bethesda, Md.

The disaster followed the destruction late last

month of two satellites when an Ariane rocket ex-

ploded. The probes were insured for about $95 mil-
lion each.

B/announces changes
in Chicago, L.A. staff

Two Business Insurance staff

members have been promoted and
two new ccpy editors have been hired
in the- Chicag) office, Associate Pub-
lisher and Editor Kathryn Mcintyre
has oncunced,

Joanne Wojeik, formerly copy desk
chief in Chicago, has been named Los
Angeles bureau chief, effective April
2, Shp replaces Donna DiBlase, who
took an employee benefits consulting
posi: ion with Hewitt Associates in
Sants Ana, Calif.

Pall Winston, a copy editor who
has reen with Business Insurance

since 1935, will succeed Ms. Wojeik

as ccpy desk chief.
In addition, Colleen Johnson and

Nanzy Johnson have joined BI as
copy edi:ors

Ms. TA,ojeik, who joined Business

r\.
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To Improve Upon the >
Best Claims Management System,
We Applied Logic.
Mnnovation requires an open mind. At Erisco, this
philosophy leads us to explore new cost-saving
opportunities in health benefit management.

Dke ClaimFacts, our comprehensive health daims
management system. It handles all the requirements of
today's managed care benefit plans. It's simple to use.
And installation is fast and easy.

However, we thought ClaimFacts could be even better.
So we took the next logical step. Now ClaimFacts
integrates daim processing with medical claim editing.
That means you'll save time and reduce cost while you
improve productivity.

ClinicaIngic Makes aaimFacts Smart.
We think you'll be impressed. The fact is, Clinical.ogic
cuts claim costs dramatically by eliminating unnecessary
medical payments. It's fully integrated with ClaimFacts.
And Clinicalugic examines claims automatically b<fore
disbursement, correcting "unbundled" procedures,
inappropriate fees and coding errors.

ClinicaIngic is backed by an expert staff of
board-certified physidans. Their combined clinical
experience forms an expert-knowledge database,
updated regularly as medical criteria change

All this makes Clinicaingic the most comprehensive
claims editor available today.

P . 4 441 LV M

+*t' fl' U

We Designed Claimfacts with
Flexibility in Mind.
ClaimFacts accommodates the requirements of
insurance carriers, TPAs, corporations, mft-Hartleys,
associations, and HMOs.

And, since all Erisco managed care systems work
together, you can easily link utilization management
and group administration to claim processing.

Because when it comes to serving our customers,
there is no limit. .

Make the Intelligent Choice
'Ib learn how ClaimFacts will help you contain costs
and work smarter, call or write:

Erisco

1700 Broadway
New York, NY 10019-5905
(212) 765-8500.

/01-#ki/K#)
nn acompanyof
l»*» The Dun& BradstreetCorporation

Insurance as an assistant copy editor
in 1985, was promoted to copy editor
in 1986 and to copy desk chief in
1988.

She previously
had been an as-

sistant news edi-

tor at The Daily
Sentinel in Grand '

Junction, Colo.,and a reporter at , 44
the Delta County ,
Independent, in
Delta, Colo. Be-
fore moving to
Colorado in 1981, Ms. Wojcik
Ms. Wojcik was

an editorial production assistant at
BI.

Ms. Wojcik, 32, received a bache-
lor of arts degree in English from
the University of Illinois at Urbana
in 1979. She can be reached at 213-

651-3710.

Mr. Winston, 27, joined Business
Insurance in 1985 as a proofreader
and was promoted to assistant copy

editor in 1986

and to copy edi-
tor in 1988 He

previously was a
columnist for

r -

Lerner Newspa-
'-, 9-·. pers in Chicago

6 --·- 7'* and served as an
Af L#':4, editorial intern

Lk + for Rolling Stone
IIA......101 magazine in New

Mr. Winston York.

Mr. Winston

received a bachelor of arts degree in
English composition from DePauw
University in Greencastle, Ind., in
1985, He can be reached at 312-649-

5442.

Colleen Johnson, 26, joins Business
Insurance from the Sarasota Herald-

Tribune in Sarasota, Fla, where she

was a metro copy editor and a city
desk reporter co-

vering the legal
, beat. She also has

m been a reporter at
Florida Today in

1-  Melbourne, Fla.,f- -  12 s tzori
**r.- News and The

-* \'<c /< « Pittsburgh Press.
\.4/ F Ms Johnson

Ms. C. Johnson received a bache-

lor of science in

journalism degree in 1985 from
Northwestern University's Medill
School of Journalism in Evanston, Ill.
She can be reached at 312-649-5441.

Ms. Johnson replaces Karen Huels-
man as a copy editor. Ms. Huelsman
left BI in January to join the Chicago
Sun-Times as a copy editor.

Nancy Johnson, 35, who is not re-
lated to Colleen Johnson, comes to BI
from Practice De-

velopment Insti-

tute, a Chicago , / 72 1
management and 2 - t
marketing con- .4,f•

sultant, where '1 i  .she wrote and i
edited newslet-

*:Af
ters covering em-
ployee benefits
and other topics.

Be fore that, Ms. N. Johnson
Ms. Johnson was

an associate editor at Charles D.

Spencer & Associates, publishers of
Employee Benefit Plan Review and
other periodicals. At Spencer, Ms.

Johnson was responsible for a
monthly publication focusing on in-
ternational benefits topics. She also
has taught journalism and literature
at a North Dakota high school.

She received a bachelor of arts de-

gree in English from North Dakota
State University in Fargo in 1979 and
a bachelor of science degree in En-
glish education from Minot State
University in Minot, N.D., in 1984.
She can be reached at 312449-7784

Ms. Johnson succeeds Mr, Winston

as a BI copy editor. I
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plant under construction in Montana, too, we consult with Wausau almost

on a daily basis, reviewing plans and industry standards:'

Rock, jazz, 
blues and ili..--I

country 

musicians have used

Gibson guitars to take

performance to new

limits. When Nashville-

based Gibson looked for

a property insurer to pro-

tect their facilities, they

chose Wausau for our

ability to perform.

'We've attained Highly

ProtectedRisk status with

the fire protection systems

in our Nashville plant;'

says Gibson President

David Berryman. «To

help achieve low

HPR rates at our

Wausau helps Gibson
fine tune its fire
pmtection.

4 Aproperty insurer since 1935,Wausau is one ofjust a handful ofproperty insurance companies with

the sophisticated technical expertise to engineer, underwrite and service Highly Protected Risks.
t

<'To minimize the risk of fire, we rely on Wausau loss control services on the front end

rather than just their claim services on the tail end;' adds Mr. Berryman.

With
Today, more companies, who are willing to work with s.=&.... " 11-

Wausau's cAUSAUhelp, Gibson their insurer at protecting their properties, choose Wausau. =99,has achieved v-   INSURANCEHighlv Protec- F Lif.
ted Rakstatus. For Gibson, that's been a sound decision.

Wausau Insurance Companies, 2000 Westwood Drive, Wausau, Wisconsin 54401 Telephone (715) 845-5211 A Member of the Nationwide® Group



Lockheed pact includes higher deductibles
By MICHAEL SCHACHNER

Union members at Lockheed

Corp. will see deductibles for
health care coverage increase, al-
though annual out-of-pocket ex-
penses will be capped, under a new
contract.

The 41-month contract, signed
March 5 but retroactive to Oct. 1,
1989, covers 18,000 members of the
International Assn. of Machinists

& Aerospace Workers at four loca-
tions-Burbank, Palmdale and
Sunnyvale, Calif., and Marietta,
Ga.

The benefit changes take effect
Aug. 1 and are expected to reduce
the rate of increase in Lockheed's

health care costs by 12%, said Lou
Barnard, vp-human resources for
Calabasas, Calif.-based Lockheed.

Mr. Barnard said Lockheed spent
$179 million on health care for its
81,000 union and non-union em-

ployees last year. Lockheed self-
insures its medical plan.

Under the new contract, health
care deductibles will double to

$200 for individual coverage and
$400 for family coverage. Employ-
ees will be required to pay 20% of
costs above the deductible, un-

changed from the expired contract.
However, the new contract will

cap employees' annual out-of-
pocket expenses for all medical
services, whereas the 20% copay-
ment previously was unlimited.

Employees using health care
providers in a Lockheed preferred
provider network now will only
have to pay 20% of medical ex-
penses up to $1,000 in excess of the
deductible for individual coverage
and $2,000 for family coverage.

Out-of-pocket maximums for
non-network medical care are
$2,000 in excess of the deductible

for individual coverage and $4,000
for family coverage.

The contract would also:

• Caps annual and lifetime ben-
efits for mental health and nervous

disorders and substance abuse and

chiropractic care, for which it now
provides first-dollar coverage.

For example, mental health ben-
efits will be capped at $50,000 per
yeai· and $100,000 per lifetime
under the new contract. Substance

abuse payments will be capped at
$10,000 per year and $20,000 per
lifetime. And chiropractic care
benefits will be capped at $750 an-
nually. Those benefits were un-
capped under the expired contract,
according to Mr. Barnard.

• Ties health care coverage for
employees who retire before age 65
to their years of service. Under this
provision, Lockheed will pay 3% of
an employee's medical expenses for
each year of service up to 90%.

Under the expired contract, em-
ployees who retired before age 65
paid 20% of medical costs, plus $10
per month for individual coverage
and an additional $10 per month
for spouses.

• Creates a non-leveraged em-
ployee stock ownership plan.

The ESOP is to replace Lock-
heed's thrift savings plan July 1.
Employees will be able to contrib-
ute up to $40 per month, with
Lockheed matching contributions
at a 60% rate-or up to $24 per
month-in common stock.

Under the existing savings plan,
company matching contributions
were made in cash at 50%-or up to
$20 per month.

UHC ESOP

Employees of United HealthCare
Corp. will soon begin receiving
shares of common stock under a

new non-leveraged employee stock
ownership plan funded entirely by
UHC profits.

The ESOP, created Feb. 16, will

purchase company stock on the
open market and allocate it period-

Benefit beat

ically to individual accounts.
Minneapolis-based UHC, a

health care cost management firm,
has contributed $500,000 to the
ESOP to use in buying stock.

ESOP shares w.11 be distributed

to employee accounts on the basis
of employees' salaries. However,
employees who earn more than
$75,000 annually will receive con-
tributions based only on $75,000 of
yearly earnings.

Stock credited to employees' ac-
counts will be vessed over a seven-

year graded schedule and distri-
buted to the employee only upon
leaving the company. UHC em-
ployees who have been with the 
company for longer than a year

belore October 1989 will be vested

based on their length of service
wi;h the company.

U-HC stock was selling for $9.63
pea st.are on March 14.

Hospital charges
Petroleum industry wo rkers gen-

erate the highest average inpatient
hospital charges per employee
am.ng workers in six industries,
acecrding to an Employer Health
CaFe Data Center survey.

F€troleum workers ha i average
annual :npatient charges of $612,
compared with $562 of inpatient
hospital charges generated by
chemical industry workers; $535

.f

for computer workers; $500 for in-
dus-.rial machinery and food la-
borers; and $487 for finance indus-
try employees, according to the
survey by EHCDC, a unit of West-
p,ort, Conn.-based Corporate
Health Strategies.

The survey was based on the
health care experience of 42 em-
ployers from the six industries,
About 75% of the employers were
self-insured and their claims were

handled by New York-based Met-
ropclitan Life Insurance Co. The
remainder had health care plans
insured by Met Life.

Overall, the plans covered more
than 800,000 lives during 1988.

Petroleum industry workers also
utilized inpatient health care ser-
vice. more than any other group on
average. The industry's admission
rate per 1,000 lives was 82.7, fol-

lowed by 75.6 in the finance indus-
try; 72.6 for computer workers; 72.4
for food workers; 70.8 among chemi-
cal employees; and 69.9 for industrial
machinery workers.

The survey also found that the av-
erage length of stay for inpatient
treatment is longest in the ehemi-
cal/pharmaceutical industry-7.5
days. Other average lengths of stay
were 7.4 days for petroleum indus-
try workers; 7 days for machinery
industry workers; 6.9 days for com-
puter industry workers; 6.5 days for
finance industry workers; and 5.8
days for food industry workers,

"Industry Experience and the Na-
ture of Norms: Some Pitfalls and Op-
portunities for Cost Management
Strategy," is available for free from
Employer Health Care Data Center,
Corporate Health Strategies, 276 Post
Road West, Westport, Conn. 06880. I
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What hne of property/casualty insurance is hardest to buy?

Ralph F.

Perry
Director- isk

management
DHL Airways
Inc,.

Redwood City,
Calif

Observing things from a new job and
without having gone through a re-
newal, I foresee directors and officers
liability as the toughest type ot insur-
ance to buy because we are a pri-
vately held company However, in
terms of putting together a satisfac-
tory insurance package, workers
compensation .overage is difficult to
purchase to our advantage.

Barry Glaser
Director-risk

, management
/ Control Data

f i -
L> , Corp.

. W 1 Minneapolis

Given the soft, pliable marketplace
today, the problems of purchasing
coverage are few and far between.
The biggest difficulty is in communi-
cating your risk to underwriters.

4 .

Cheri J.

Hawkins
Director-

insurance

Weyerhauser
CO.,

Tacoma, Wash.

Professional liability is the toughest
line to buy, especially since we use
both traditional markets and alterna-

tive financing facilities. Not only do
annual renewals require voluminous
complex applications and attach-
ments, but the excess traditional mar-
kets refuse to follow form or drop
down over alternative facilities, thus
creating potential gaps in layering.

Richard A.

Hundza

Risk manager
Southdown

Inc.,
Houston

I have no tough line of insurance to
buy. One line is impossible to buy-
pollution. And two lines, directors and
officers liability and excess liability,
are more expensive than I would pre-
fer.

Compiled by Christine Woolsey

IS IT POSSIBLE FOR ONIE
COMPANY TO FAITHFULLY

SERVE TWO MASTERS?

Not only is it possible, it's absolutely
essential in today's competitive insurance
markets. That's why we're proud to introduce
our new Commercial and Personal Insurance
Divisions.

We've established new separate divisions
because the best way to meet the different
needs of these markets is with separate
resources dedicated to them.

Insurance agents have traditionally been
organized around personal and commercial
lines. Now we are. too, which means we're
able to offer even better individualized service
than ever.

In addition to implementing our new
corporate structure. we've also reallocated
our resources by moving many more of our
people where they'll do the most good. Out
to the front lines in the field. And we've

given them greater freedom to make their
own decisions and more authority to write
their own business. Which giveS them the
ability to be even more responsive to your
changing needs.

It's all part of the changing Maryland
Casualty. The possibilities are endless when
we put our heads together.

MarylandCasualty

Risk exec

warns of

insurance
reforms

By LOUISE KERTESZ

LOS ANGELES-Risk managers
in California must become more
"aggressive" in fighting insurance
reform that could spell "the begin-
ning of the end for the risk man-
agement community," asserts a
new RIMS chapter president.

For example, risk managers in
California have kept too low of a
profile on Proposition 103 and on
suggestions of requiring employers
to offer health insurance to work-

ers, says Ted Jones, new president
of the Los Angeles chapter of the
Risk & Insurance Management So-
ciety Inc.

In his inaugural address earlier
this year, Mr. Jones noted that nei-
ther the California insurance com-

missioner nor the insurance indus-

try sought risk managers' input
"when Proposition 103 was boune-
ing about."

But, "neither the chapter nor
RIMS national took any action to
voice their opinions about all
the propositions that were being
put on the ballot," noted Mr. Jones,
administration director at Sunkist

Growers Inc. in Sherman Oaks,
Calif.

"Let's make no mistake that with

the passing of Proposition 103,
California is now a state with le-

gislated insurance. I'm also told
that this year a proposition on
health and benefit insurance will

be put on the ballot. If that passes,
which is very likely, we then will
have legislated liability insur-
ance, property insurance, auto in-
surance, benefits and health insur-
ance."

And, while Gov. George Deuk-
mejian will not endorse a report
from two Cabinet secretaries that

suggests mandated employer-pro-
vided health care, the state Legis-
lature is expected to consider such
legislation (BI, March 12).

"There is also a strong rumor of
a proposition for making workers
comp state-owned and run," Mr.
Jones said.

"My concerns are that if all this
insurance becomes legislated, what
will we need risk managers for?"
he asked.

"We've been overlooked too long,
and it's especially important
to get involved now that our indus-
try is being chipped away," Mr.
Jones said in an interview last
week.

Mr. Jones also believes it is im-

portant to foster more cooperation
among risk managers, brokers, in-
surers and consumer advocates,
perhaps through "some kind of ad-
visory council" consisting of repre-
sentatives from each group.

And, such an advisory council
"should be consulted by the insur-
ance commissioner," on such issues
as premium increases in an effort
to modify the wild swings when the
soft market hardens, he said.

If an advisory council takes
shape in Los Angeles, Mr. Jones
plans to seek involvement of other
RIMS chapters in California.

Mr. Jones-who is disappointed
that no risk manager is running for
California's insurance commis-

sioner-also believes risk manag-
ers must "become an important
voice" in the November election.

The Los Angeles RIMS chapter
consists of about 160 member cor-

porations, making it the second-
biggest chapter in the country, be-
hind the New York chapter. I
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Opinions

Pepper proposals misfire
]EGRETTABLY, recommendations hammered outby a blue-ribbon commission to improve access to
health care coverage are a major disappointment.

Earlier this month, the bipartisan Pepper Commis-
sion, after more than a year of study, recommended
that all employers with more than 100 employees be
required to offer a health care plan meeting federal
standards or be subject to a new payroll tax.

In addition, this same mandate would apply to
smaller firms unless, after a transition period, at least
80% of employees at small companies receive health
care coverage from their employers.

The Pepper Commission also recommends the es-
tablishment of a massive long-term health care pro-
gram, the cost largely paid by the federal government
(BI, March 12).

The biggest disappointment is the commission's ri-
gidity in how employers would have to meet this
federal benefit mandate.

The commission says that an employer-to avoid
paying the new payroll tax-would have to offer what
it calls a "Specified Benefit Plan." Under such a plan,
an employer would have to pay 80% of the premium for
both individual and dependent coverage. In addition,
annual deductibles could not exceed $250 for individ-

ual coverage and $500 for dependent coverage, while
an employee's maximum annual out-of-pocket expense
could not be greater than $3,000.

These recommendations, while well-intentioned,
would cause more problems than they would solve.

If employers must pay an arbitrarily set percent-
age of health insurance costs, they likely will cut
back on other benefit programs to recover those added
costs. For instance, a company unable to afford the
Pepper Commission mandate could cut contributions
to a 401(k) salary reduction plan or eliminate a planned
cost-of-living adjustment in retirees' pension benefits.

Such cutbacks could hurt workers more than asking
them to pay a greater share of health care costs.

The Pepper Commission's rigid formula on what
constitutes a minimum benefit plan also fails to take
into account the huge variety of employer-provided
health care programs.

For example, employers with flexible benefit plans
typically allow employees to use "flex dollars" to
choose from a range of health care deductibles and
coinsurance requirements.

Would a flex program giving employees the op-
tion to buy a health care plan with a $1,000 deductible
for a relatively small number of flex dollars be consid-
ered a "Specified Benefit Plan"? Obviously, the Pepper
Commission did not consider such an arrangement in

DEPPEQ
COMMSSION

DOWT

MAKES A
GOOD DOODSTOP

making its recommendation.

And that's the point. No set of federal rules-as
the debacle over Section 89 non-discrimination rules

should have made clear-can take into account the va-

riety of health care arrangements that companies now
provide to meet employees' and the employers' own
needs.

The Pepper Commission also is being criticized-jus-
tifiably-for failing to say how the federal government
would pay the $66 billion annual cost of the new long-
term health care plan and a new public plan to provide
acute care coverage to the uninsured.

We suspect the commission ducked the financing
question-not because it thought the issue should be
resolved by the congressional tax committees-but be-
cause it feared public support for the recommendations
would cool once it was understood that taxpayers
would have to foot the bill.

Indeed, support among the elderly for a relatively
modest expansion of the Medicare program collapsed
last year when retirees discovered they would have to
fund the expansion through new taxes.

However, it is unfair to say that the Pepper Commis-
sion report is a complete failure.

Coming up with fair, sensible recommendations to
improve access to health care coverage is indeed diffi-
cult. Through its recommendations, the Pepper Com-
mission has helped ensure that debate will continue.
That debate may one day produce the answers that are
so badly needed.

Letters

Work comp cost sharing could stem abuse
To the editor: In reference to your Feb.

26 editorial on joint efforts to solve work-
ers compensation problems, we have been
grappling with work comp problems for
some time and have yet to come up with a
plan to provide workers compensation
"at a reasonable rate."

Despite all the efforts, no state to my
knowledge has directly involved all of the
participants in the workers comp' prob-
lem. Most workers comp beneficiaries
have no input, nor do they feel any direct
effect of an an abused workers comp sys-

Business Insurance welcomes let-

ters from its readers. Please keep
your comments as brief as possible.
We reserve the right to edit letters
for clarity or space. We witt not
publish unsigned letters. Send your
comments to Letters to the Editor,
Business Insurance, 740 N. Rush
St.. Chicago, Ill., 60611.

tenn.

For some unknown reason, when work-

ers compensation came into being, the
cost was completely borne by the em-
ployer. If workers had to pay half the
workers compensation premium-as they
are required under the Social Security-
you would have a much greater involve-
ment by employees, hence a strong

enough policical force to do something
about the problem.

Until something is done to involve all
participants, very little will be accom-
plished.

Camors C. Roth
President

Seymour & Roth Inc.
Monroe, La.

Congressmen should look who's talking
To the editor: Regarding the story

"House Panel Blasts States for Regula-
tory Deficiencies" (BI, Feb. 26), I once
again see that our Congress has the hu-
bris to criticize the states for their regu-
latory deficiencies. Can you believe the
people who gave us the Social (in)Secu-
rity system and the savings and loan bai-
lout are once again harping on the poor
state insurance regulators.

What a joke! I cannot believe that these
people have such a short memory as to
make such blanket statements. As usual,

our Congress takes no responsibility for
its actions. They must grant themselves
total absolution once they blame someone
else for their shortcomings.

Everyone agrees the state regulatory
system is not perfect and has problems.
But compared to the federal regulatory
system, state systems appear better and
better every day.

W. Meade Collinsworth

Collinsworth, Alter, Nielson,
Fowler & Dowling Inc.

Miami Lakes, Fla.

1

Business
Insurance®

Reporting weekly for corporate risk,
employee benefit and financial executives

Publisher: Alfred Malecki (New York)

Associate Publisher/Editor: Kathryn J. Mcintyre, A. R. M.
(Chicago)

Managing Editor: James M. Burcke (Chicago)

Senior Editor: Jerry Geisel (Washington)
Assistant Managing Editor: Dave Lenckus (Chicago)

CHICAGO: Stacy Adler (Associate Editor)

Jeanne M. Bartels (Graphics Editor)
Karen Brown (Assistant to the Editor)

Linda J. Collins (Agent/Broker Editor)

Meg Fletcher, A.R.M. (Associate Editor)

Sara J. Marty (Editorial Assistant)

Mark A. Hofmann (Associate Editor)

Colleen Johnson (Copy Editor)

Nancy Johnson (Copy Editor)

Marilou Jones (Directog Editor)
Laura Mazzuca (Agent/Broker Topics Associate

Editor)

Roger Schillerstrom (Editorial CartoonisO

Timothy Stanton (Copy Editor)
Paul Winston (Copy Editor)

Joanne Wojcik (Copy Desk ChieO
Christine Wootsey (Associate Editor)

DALLAS: Michael Bradford (Associate Editor)

LONDON: Stacy Shapiro (/nterna#ona/ Editor)

Carolyn Aldred (Associate Editor)

LOS ANGELES: Donna DiBIase (Bureau Chief)

Louise Kertesz Mssociate Editor)

NEW YORK: Douglas Mcleod (Bureau ChieO

Judy Greenwald (Associate Editor)

Collin Nash (Editorial AssistanO
Michael Schachner (Associate Editor)

WASHINGTON: Adrienne C. Locke (Associate Editor)

Advertising Director: Donald A. Walsh (New York)

Midwest Sales Manager: Robert L. Niesse (Chicago)
CHICAGO: Deborah D. Neale (District Manager)

Margaret Hikido (District Manager/

Classified Sales)

Elmer Kerstowske (Production Manager)

Eastern Advertising Manager: Martin J. Ross (New York)
NEW YORK: Charles A. Horvath (District Manager)

Jack Forrest (District Manager)
Kathryn Premetz (Dismct Manager)

Cynthia Bykowski (District Manager)

LOS ANGELES: Michael J. Sharpe (Western Adver#sing

Manager)

Director of Communications: Ronnie I. Drachman

(New York)

EDITORIAL: Chicago: 312-649-5398
Dallas: 214-363-1066

London: 01404-4228

Los Angeles: 213-651-3710
New York: 212-210-0140

Washington: 202-662-7200
ADVERTISING: New York: 212-210-0133

Chicago: 312-649-5276
Los Angeles: 213-651-3710

COMMUNICATIONS: New York: 212-210-0132

CIRCULATION: Detroit: 313-446-1611

Published by Crain Communications Inc., Chicago

G.D. CRAIN JR.

Founder (1885-1973)
MRS. G.D. CRAIN MERRILEE P. CRAIN

Chainnan Secretary

S.R. BERNSTEIN WILLIAM A. MORROW

Chairman-executive committee Senior Vp-operations

RANCE CRAIN ROBERT C. ADAMS

President Vice president-production
KEITH E. CRAIN H.L. STEVENSON

Vice chairman Corporate editor

MARY KAY CRAIN PENELOPE A. GEISMAR

Treasurer Corporate communications mgr.

Published weekly at 740 Rush St., Chicago, Ill. 60611, Telex 6871241,
Fax 312/280-3174, Cable CRAINCOM. Offices: 220 E. 42nd St., New
York, N.Y. 10017, Telex 640207, Fax 212/210-0704, CRAIN COM NYK; 1
Northpark, East Suite 114, 8950 N. Central Expressway, Dallas, Texas,
75231, Fax 214/696-1936; Suite 814, National Press Building,
Washington, D.C. 20045, Fax 202/638-3155; 6404 Wilshire Blvd., Los

Angeles, Calif. 90048, Fax 213/655-8157: 20-22 Bedford Row, London
WC1 R 4EB, England, Fax 01/430-2176. $2.00 a copy. $75 a year in U.S.
Canada and all other foreign add $32 for surface mail. Europe and Middle
East only add $88 for air delivery. First-class mail to U. S., add $77; to
Canada add $87. Bermuda only, $157 per year expedited delivery.
WILLIAM STRONG, vp-circulation. SHEILA GORMLEY, circulation
manager. LISA RIVERS, fulfillment director. Four weeks' notice required
for change of address. Send subscription correspondence to Circulation
Department, Business Insurance, 965 E. Jeflerson Ave., Detroit, Mich.,
48207, or phone 800-992-9970 or 313446-1611, Fax 313/446-1650.
Microfilm copies are available from University Microilms, 300 Zeeb Road,
Ann Arbor, Mich. 48013. Microfiche copies available: Bell & Howell, Micro
Photo Division, Old Mansfield Road, Wooster, Ohio 44691. Portions of the

editorial content of this issue are available for reprint or reproduction in
other media. For information and rates to reproduce in general circulation
media, contact: ART MERTZ, The Crain Syndicate, 740 Rush St.,
Chicago, 111. 60611, 312-649-5303. For reprints or reprint permission
contact: Reprint Department, Business Insurance, 220 E. 42nd St., New
York, N.Y. 10017, 212-210-0229, Fax 212/210·0704.

TBPA
Member of Business

Publications Audit of Circulation ARP



f

A

D

0 0.

.i

D.
D.

DA
D'

D

*fdf

1817

*,ZP

11

08

0.

D

1

*A

0 .1,



Philanthropy on Memphis fairways
By MARK A. HOFMANN

MEMPHIS, Tenn.-A golf tournament that
members of the Memphis Chapter of the Risk
& Insurance Management Society initially
intended as a small get-together unexpec-
tedly has turned into an extremely successful
fund-raiser for insurance education.

In fact, players have to be turned away
from the annual Memphis RIMS golf tourna-
ment, the fourth installment of which is set
for Sept. 13 at the Holiday Golf Club in Olive
Branch, Miss. Previous competitions were in
August, but the date was changed in hopes of
avoiding rain and extreme heat.

Participants' fees and corporate donations
to last year's tournament raised $18,500 for
Memphis State University's insurance pro-
gram, said Fred J. Keeton, president of the
RIMS chapter and senior corporate claims
manager for Holiday Corp. in Memphis.

An endowment from tournament proceeds
now funds a permanent annual scholarship
of about $2,500 and several smaller scholar-

ships each year, he said. Tournament money
has also been used to pay for a subscription
to the RIMSNET computer information ser-
vice for the university.

The tournament "enhances our profession
by helping us qualify young people" for ca-
reers in risk management, said Mr. Keeton.

Terry L. Varner, corporate risk manager
for Memphis-based Perkins Family Restau-
rants and the chapter's society director and
legislative representative, said the group
tries to "increase the exposure" of students
to risk management careers through the
scholarships.

The first scholarship, awarded in 1988, was

a

Golf outing funds scholarships
for $1,000, said Mars Pertl, associate profes-
sor of insurance and chairman of MSU's de-

partment of finance, insurance and real es-
tate. Two $2,000 scholarships were awarded
for the 1988-89 academic year and one
$2,500 and two $750 scholarships were
awarded for 1989-90, he said.

Mr. Pertl noted that MSU generally has 30
or fewer risk and insurance majors.

fore the tournament wondering if we were
going to have 60 golfers," said Don Batche-
lor, vp of the chapter and risk manager at
United Planters National Bank in Memphis.

But a last-minute surge of interest com-
pleted the field two days before tee-off, he
said. Donations and fees raised $8,500 for the
school, he said.

The tournament raised $18,000 the next

'1 can remember meetings a few weeks before the tournament
wondering if we were going to have 60 golfers,'

says Don Batchelor of the Memphis RIMS tournament that now
turns golfers away and has raised more than $40,000 in three

years for college risk management scholarships.

Mr. Varner said that the golf tournament
was originally designed as a way to get chap-
ter members together for a summer event.
Even though none of the chapter officers
were golfers, an August tournament seemed
like a good idea, he said. If there was extra
money after fees were paid, the money would
go to education, he said.

Invitations went out to brokers and ven-

dors as well as the chapter's 30 or so mem-
bers, Mr. Varner said.

The response took the organizers by sur-
prise, noted Mr. Keeton.

"I can remember meetings a few weeks be-

year and $18,500 in 1989. Mr. Batchelor
noted that the 1989 figure was reached de-
spite the fact that sponsors who had donated
$5,000 the previous year were no longer as-
sociated with the chapter.

Course rules limit the field to 144 players,
said Bob Wilson, a chapter member who has
been involved with the tournament since its

inception. Mr. Wilson, claim director for
Methodist Health Systems Inc. in Memphis,
said that this year's entry fee for employ-
ees of RIMS members and sponsoring orga-
nizations will be $55. Fees for other players
will be $75. Non-golfers can register for

other activities for $25. A reception is held
on the eve of the event.

Mr. Wilson added that there are four levels

of corporate sponsorship: platinum for con-
tributors of at least $4,000; gold, for contrib-
utors of $2,500 to $3,999; silver, for those
giving $1,500 to $2,499 silver; and bronze,
for those contribute $750 to $1,499.

Two 1989 sponsors gave $3,000 and six
others gave' $1,500 or more. Fred S. James &
Co. Inc.'s Memphis office and Atlanta-based
GAB Business Services Inc. donated $3,000
in 1989. Alexander & Alexander Inc.'s Dallas

office donated $2,500. Five businesses-
Marsh & MeLennan Inc.'s offices in Nash-

ville and Memphis; Rolling Meadows, Ill.-
based Gallagher Basset Services Inc.; Lloyd's
of London broker NHM Financial Institu-

tions Ltd.; Johnson & Higgins' Nashville of-
fice and Corroon & Black Corp.'s Nashville
office-each donated $1,500, Mr. Batchelor
said. Twenty-five other groups also donated.

Mr. Varner noted other RIMS chapters
have inquired about promoting insurance
education through golf tournaments, though
he did not know whether other chapters had
followed suit. A RIMS spokeswoman in New
York said she did not know whether other

chapters had started tournaments.
Mr. Varner stressed that the Memphis ef-

fort was not meant to undercut the Robert S.

Spencer Memorial Foundation Inc., which
provides scholarships designed to encourage
careers in risk management on a national
basis. Mr. Varner said the Memphis chapter's
activities were intended to encourage the
same interest in risk management careers on
a local level and to support the risk manage-
ment and insurance program at MSU.
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Small companies
Continued from page 3

A congressional commission re-
cently reported that 74% of the 14.2
million U.S. workers without em-
ployer-provided health insurance
were employed by firms with fewer
than 500 employees (BI, March 12)

Clearly, the high cost of health in-
surance deters many of those com-
panies from offering coverage.

"We're concerned that small em-

ployers will stop offering coverage
if health insurance costs continue to

spiral," said Gerald A. Gleeson, se-
nior vp with the Philadelphia Cham-
ber of Commerce, which sponsors
group health care plans for members.

Indeed, in a 1987 survey by the
U.S. Small Business Administration,
62% of companies with fewer than
100 employees reported that high
costs kept them from providing a
health care plan (BI, May 11, 1987.)

Small employers, like larger com-
panies, have been hit with brutal in-
creases in health insurance costs.

For example, health care costs for
employers with fewer than 500 work-
ers rose 61.6% to an average of $2,646
per employee in 1989 from $1,637 in
1984, according to a recent survey by
benefit consultant A. Foster Higgins
& Co. Inc. (BI, Jan. 29).

In 1989, health care costs for small
employers jumped 17.3% from $2,256
per employee on average in 1988.

While the increases were roughly
in line with those incurred by larger
firms, rising costs are an especially
heavy burden for small companies.

"Health care can be a tremendous

drain on small employers' cash," said

Tom Marshall, a Foster Higgins con-
sultant in Washington, D.C.

In addition, only a small number of
insurers-sometimes only a Blue
Cross/Blue Shield plan-will write
coverage for small employers, benefit
experts say.

They "don't have a lot of.choice,"
said Karen Pellegrini, a Wyatt Co.
consultant in Wellesley Hills, Mass.

By contrast, the Good Neighbor
Alliance program gives small com-
panies "access to health insurance
that they never have had, and small
employers get service and follow-up
that they never saw," said Alliance
President Dorthee D. Maynard.

For Alliance members, the Ocean
State Physicians Health Plan, an
HMO in Warwick, R.I., and Rhode Is-
land Group Health Assn. in Provi-
dence will waive their usual 10-em-

ployee minimum for obtaining
coverage.

Without such a waiver, Alliance
members-which have about five

workers each on average-would face
a rough time in the commercial in-
surance market.

For example, rates for an indem-
nity plan from Blue Cross/Blue
Shield-one of the few insurers will-

ing to write coverage for very small
companies-are about 25% higher
than HMO rates for Alliance mem-

bers, Ms. Maynard said.
Small companies belonging to the

Alliance also can have opportunities
to purchase coverage at a lower-
than-normal cost from the HMOs.

For example, Alliance members
pay $128 monthly for single coverage
and $308 for family coverage from
the Rhode Island Group Health Assn.

Comparable community rates
directly from the HMO would be
$155 a month for individual coverage
and $372 for family coverage, assum-
ing the companies were large enough
to obtain the coverage.

And, there is another advantage
for Alliance members: The Alliance
does most of the paperwork.

It processes enrollment forms,
forwards premiums to the HMOs,
handles address changes and ex-
plains the HMOs' benefits to mem-
ber companies' workers.

"The small employer does not have
the staff to handle all the paper-
work," Ms. Maynard said.

"The program is a good service
to the community," said an Ocean
State Physicians Health Plan spo-
keswoman. "The Alliance does a very
good job of managing the program.
They act as benefit managers."

While the Alliance program illus-
trates strength in numbers for small
employers, some small firms are
fighting spiraling health care costs on
their own.

For example, Panel Processing
moved from a fully insured plan to
a self-funded program, in 1986, de-
spite annual revenues of only about
$25 million.

"Being a small company, we
couldn't get respect. We couldn't get
claims information. We couldn't get
answers on why our premiums kept
going up," explained Panel Pro-
cessing's Mr. Hitchcock.

Panel Processing purchases spe-
cific stop-loss coverage from by New
York Life Insurance Co. that pays in-
dividual claims exceeding $20,000.
Aggregate stop-loss coverage, also

written by New York Life, kicks in
if total claims exceed about $385,000.

Panel Processing has taken other
steps to rein in health care costs.

In 1986, the company added a hos-
pital preadmission certification pro-
gram in which employees or their
physicians must notify a cost man-
agemen: firm before surgery to agree
on necessity of the procedure and
length of stay.

Two years later, it added a flexi-
ble benefit plan in which employees
use "flex credits" to select different

health plans with varying deductibles '
and out-of-pocket limits.

While Panel Processing's health·
care costs increased to $350,000 in
1989 from more than $230,000 in
1986, the company would be spend-
ing between $60,000 and $70,000 a
year more-or 17% to 209-n health
care coverage if it had not reshaped
its health care program, according to
Mr. Hitchcock.

Sandmeyer Steel also believes self-
funding is enabling the company to
hold down health care costs. Annual
savings from two years of self-fund-
mg are $10,000 to $20,000, or 2% to
4% of the company's total 1989
health eare costs of more than

$500,000, Mr. Sandmeyer said.
"Self-funding has many advan-

tages. We save on state premium
taxes, and we think we havemore
control over our program" than if
it was fully insured, he said.

Small employers are taking other
steps to hold down health care costs
in the long run.

An audit program at Master Chem-
ical rewards employees who spot
errors in their hospital bills by re-

turning 50% of the savings to the
workers.

Employees have found such errors
as bills for services not performed
and charges for extra hospital days.

The program has saved several
thousand dollars since its 1983 incep-
tion, Mr. Sladky estimates.

Some small employens are adopting
wellness programs to contain rising
health care costs.

For example, Walton Construction
Co., a family-owned firm in Lenexa,
Kan., with 130 employees, pays the
initiation fee and half the monthly
membership fee for employees at a
local fitness center.

"In the long run, we should have
healthier employees and fewer
claims," said Vic Read, Walton's
comptroller.

And, small companies are taking
other new tacks in their battle with
rising health care costs.

For example, the Philadelphia
Chamber of Commerce, which for
years offered members only an in-
demnity plan underwritten by a BC/
BS plan, now lets members secure
coverage through Keystone Health
Plan East, an HMO subsidiary of
Pennsylvania Blue Shield, whose
rates are substantially lower than
rates charged by the Blues' indemnity
plan.

"We are beginning to see a grad-
ual shift to the HMO," said Mr. Glee-
son, the Chamber's senior vp.

And Panel Processing's Mr. Hitch-
cock said the company has become so
comfortable with self-funding that is
examining if it can go totally bare
and save the cost of stop-loss premi-
ums.



Benefits require new thinking: Consultant
By KATHRYN J. McINTYRE

FORT LAUDERDALE, Fla.-Em-
ployee benefit managers and those
that sell them products and services
should rethink their programs in
light of major social and economic
changes in the United States, advises
a strategic planning consultant.

The increasing number of women
in the workforce, the rapid pace of
change in people's lives and the
melding of workplace and home life
are among important social changes
that should be recognized by people
shaping employee benefit programs,
says Edith Weiner, president of
Weiner, Edrich, Brown Inc, strategic
planning consultants in New York.

Furthermore, economic changes,
including the growth of entrepre-
neurs and the emergence of diverse
economies in one country, call for

new employee benefit programs, she
says.

Ms. Weiner made her remarks ear-

lier this month during the 1990 Em-
ployee Benefits Symposium, "A New
Decade: Facing the Challenge," spon-
sored in Fort Lauderdale, Fla., by
Atlanta-based LOMA (Life Office
Management Association), an asso-
ciation serving life and health insur-
ers.

The growth of working women is
different in the 19905 than it was

previously, Ms. Weiner maintains,
because many working women are
facing increased financial burdens.
Many women are responsible for fa-
milies; others must take full financial
responsibility for themselves if -hey
are childless or unmarried.

"Independent financial security is
going to become a major' and
overarching issue for women over the

next 10 years," she predicted.
A social phenomenon known as

"transitioning" also is important,
said Ms. Weiner, noting that "the
majority of people always seem to
be in a state of transition," includ-

ing changing jobs and changing
, marital status.

This uncer-

I.OMA tainty about the
future "makes it

difficult to plan
for one's future," Ms. Weiner said.

As a result, "employee benefits are
going to have to match that flexibil-
ity, step for step. People have to
be able to experiment with what
they need because they are not sure
what they are going to need," she ad-
vised.

The melding of workplace and
home life is another important so-
cial change, according to Ms. Weiner.

It does not mean that more peo-
ple are working at home but that
"more people are homing at work,"
she said.

"They are doing more of their per-
sonal business on work time because

they have no choice, ' Ms. Weiner
said, observing that work is increas-
ingly intruding upon what had been
workers' personal time.

"Certain things we don't consider
employee benefits are very important
in this kind of environment," she
said, citing, for example, "open use of
the telephone on company time."

"We've almost gone backward on
that," she added. "When employers
start to monitor telephone calls, they
are not realizing what people have to
do to juggle their lives today."

Among major economic changes is
restructuring-mergers and acquisi-
tions and growing technology, Ms.
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Weiner said.

"Restructuring has caused a lot
of people to feel insecure about
where they are," she explained, leav-
ing employees to feel either "enti-
tled" to employee benefits or grate-
ful that they have access to some
benefits.

Entrepreneurism also is an impor-
tant economic change because entre-
preneurs are educated, experienced,
talented people who once knew the
value of employer-provided benefits.

Now, having to pay for benefits on
their own, these small business lead-
ers view the tax-free status of corpo-
rate employee benefits "bitterly," Ms.
Weiner said. As a result, new taxes
on these benefits will be demanded,
she suggested.

Finally, the aging of the popula-
tion is important to employee ben-
efits because older peoples' savings
rates will increase dramatically as
they become more fiscally conserva-
tive.

They are concerned about retire-
ment-their parents' and their own-
and educating their children, she ex-
plained. They will want "safe and se-
cure investments."

With these social and economic

changes in mind, Ms. Weiner issued
four challenges to those providing
workers with employee benefits and
four challenges to those who sell em-
ployee benefit products.

Ms. Weiner challenged employers
to:

• Know your workforce before you
design questionnaires.

"The questionnaires are always de-
signed with the answers in mind so
they wind up not telling you anything
very different.

"You have to start reforming your
 view of the world before you give
them questionnaires about the bene-
fits they need. You will find yourself
asking very different questions."

• Monitor satisfaction with ben-
efits.

Employers have to know if they
are spending their employee bene-
fit dollars effectively.

• Know the value attached to pri-
vacy and be aware that privacy is be-
coming regarded as a benefit.

• Don't assume that one's position
in the hierarchy of an organization
has anything to do with one's finan-
cial situation or sense of security.

An executive secretary may feel
much more financially secure than
an executive who makes $150,000 or
more.

"You can't assume that benefits

can be designed looking at the hi-
erarchy."

To sellers of employee benefit
products and services, Ms. Weiner
said:

• Recognize the smaller entrepre-
neur market.

These entrepreneurs should be seen
"not just as a niche market, but also
that their needs, wants and activities
will dictate the patterns of benefits
available to the rest of the population
as well."

• Re-research uncertainty and in-
security.

These concepts have not been well-
researched in several decades. As a

result, new products are not being
developed.

For example, some people today
want insurance against the loss of
insurance or insurance against real
estate tax increases during their re-
tirement.

• Know the needs of a diverse
rnarket.

For example, preretirement women
without children or a spouse face to-
tally different financial challenges
from men and married women whose
needs are met by today's products.

• Get portable while remaining af-
fordable.

More portability in benefits is
needed, and benefits need to be more
affordable. Too often, people can't
afford to take advantage of existing
portability in benefit plans.
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Work comp rates
(.'(int in ued from previous page
individual company will pay may
be tailored through the insurer's
application of' so-called rating pro-
grams, including experience rat-
ing, deviations, discounts and divi-
dends.

The NCCI doc's nol follow one

rigid formula for calculating rates
in ('very state, but uses a consistent

bel of procedures to examine the
dynamics in a pat·ticular state, Mr.
Frin said.

i nat includes projecting imma-
lure losses to their ultimate value,

calculating projected benefit pay-
merits to reflect the benefit levels

and mix of lo.sses by injury type for
a particular .statc· and adding trend

[actors to reflect the impact of in-
nation.

Finally, in most states, the NCCI

adds profit and expense factors to
determine the final rate.

However, a minority of states re-
quire the NCCI to file only loss cost
data and require insurers to indi-
vidually compute their profit and

expenses.

The NCCI's request and its ex-
tensive supporting documentation
arc' reviewed bv a state insurance

regulator and members of the leg-
ulator's staff in a process that one
pundit described as "dueling ac-
tuaries."

I"or example. regulators analyze
the components of rate filings and
whether the elements that make up
the filing have, been appropriately
calculated.

Critics of NCCI filings point out
that the NCCI tends to overesti-

mate expense factors like general
expenses, overhead expenses, loss
adjustment expenses and assessm-
ents for guaranty funds and sec-
ond-injury funds, said Martin M.
Simons, chief casualty actuary of
the South Carolina Department of
Insurance.

For example, he and other ac-
tuaries contend that the NCCI

relies too much on general expense
data from stock companies, which
incur higher costs because they use
independent agents as a sales
force.

Data from mutual companies,
which primarily market their cov-
erage directly to the polieyholder,
should be given more weight, these
critics contend.

In response, the NCCI's Mr. Fein
said those arguments oversimplify
complex issues. He emphasized
that the NCCI continuously re-
views all ratemaking components
to ensure their appropriateness
and accuracy.

In addition, many insurers feel

that NCCI rate filings are inappro-

priate because they do not properly
reflect investment income.

'1'he NCCI tailors its filings to
achieve a 97.5% loss ratio, which

would produce a 2.59 profit mar-
gin before investment income is
taken into consideration.

"Virtually all states that con-
sider investment income lower

NCCI rates as a result," according
to Alan Wickman, an actuary with
the Nebraska Insurance Depart-
inent.

For example, about one-third of
the states base their final rate de-

termination on combined i·atios

exceeding 105%, according to a
compendium of' regulatory view-
points on workers compensation
rulemaking released in December
by the NAIC's Casualty Actuarial
Task Force.

"I don't know of any (actuaries)
who would say that there is unne-
cessary fat or an organized, con-
certed NCCI plan to put fat in"
a rate filing, said R. Michael Lamb,
a casualty actuary with the Oregon
Department of Insurance and Fi-
nance who hi'ads the NAIC's Ca-

sually Actuai ial Task Force. In
fact, the NCCI is making an effort
to present more reasonable filings
each year, he said.

However, actuaries for regula-
tors and ratemaking organizations

often have difflrences of opinion
abc,ut what is an appropriate fil-
ing, he said.

"The data is what i-_ is. ' empha-
sized Mr. Fein.

"These are thi? facts. We are not

moderiting our procedures to come
up with palatable numbers," ho
said.

After heal·ing opinions from ac-
tuaries and comments from the

public, a regulator evaluates the
arguments and typically approves
a rate, lower than the NCCI origi-
nally pi·(,posed.

The NCCI usually responds by
refiling an addi-ional rate increase

request and the pattern r.3peats it-
sell.

Whil=, it'ss complex, some defend
the current ratemaking process.

''The problems in workers com-
petisation are not in the ratemak-
ing.- Mr. Fein said. fhe real issue

is controlling costs."
But some members of the Na-

tional Assn. of _nsurance Commis-

sioners disagree and are exploring

whether to prohibit insurer rate-
making organizations from filing
fully developed rates.

The NAIC expects to launch an
intensive study to determine the
feasibilisy of a proposal by the
NAIC's W:,rkers' Compensation

Advisory Organization Activities

Following research by another

subgroup headed by Mr. McCart-
ney, the NAIC had previously
adopted proposals recommending a
"loss cost" approach for organiza-
lions, like the In.urance Services

Office Inc., that fi_e advisory rates

for o.her lines of property/casualty

While actuaries often have differences of

opinion about what is an appropriate filing, 'the
data is what it is,' emphasizes the NCCI's Richard

Fein. 'We are not moderating our procedures
to come up with palatable numbers.'

Working Group, headed by Mr.
McCartney. that would limit a rat-
ing organization to providing
workers c·impensation insirers
with only current and future loss

cost data, instead of ca_culating
fully developed rates (BI, Dec. 11,
1989).

11

insurance.

New 'York-based ISO, the largest
advisory organization serving non-

workers compensation insurers,
voluntary adopted that approach
last yer (13 1, April 10,1989).

One phase of the NAIC's v/()rkers
comf:en:ation rate study, which is

11

likely to begin this spring, consists
of an examination of NCCI opera--
tions in Maine, Florida, Utah and

Nebraska. The other phase will in-
volve an economic analysis of the

workers comp marketplace to de-
termine the probable impact of im-
plementing a loss-co,st system on as
yet unspecified elements of the
workers compensation system.

The recommendation that the

NCCI file loss costs rather than

fully developed workers compen-
sation rates could be modified

after that study, regulators empha-
SIze.

Proponents of limiting rating or-
ganizations to calculating 1(,ss
costs and forcing workers compen-
sation insurers to file their individ-

ual expense and profit factors say
the new system will increase com-
petition among insurers.

And. increased competition
shc,uld benefit insurance buyers-
especially small employers-
through lower premiums and bet-

Continued on nert page



Continued from previous page
ter loss control services from in-

surers, they say.
In addition, proponents contend

the loss-cost approach should in-
crease the information available to

insurers and regulators since an in-
dividual insurer will have to se-

parately file its own profit and ex-
pense information.

"It's a small step in the right di-
rection," said J. Robert Hunter,

president of the National Insur-
ance Consumer Organization in
Alexandria, Va.

However, he recommends that

the NAIC also require individual
insurers to do their own analysis of
future trends when determining

rates, which is one step beyond
what the2 NAIC subgroup has pro-
posed.

"I think very significant savings
could occur if the cartel strangl-
ehold is broken," Mr. Hunter said.

However, Maine Insurance Su-

perintendent Joseph Edwards said
any impact the proposals would

have on rates "would be a modest

impact."
He and other regulators-includ-

ing representatives of the New
York Insurance Department-op-
pose a recommendation that indi-
vidual states move to a loss-cost

approach at this time.
-We don't know enough about

how breaking out loss cost will im-
pact markets," Mr. Edwards said.

Opponents of such a change gen-
erally fear that many small insur-
ers may withdraw from the market
because of the increased cost of

calculating their own expense and
profit factors. In addition, oppo-
nents worry that insurers may cut,
rather than enhance, loss control
services to save money.

Finally, they say regulators in
several small states will be over-

burdened with individual insurer

filings, even if they each consist
of only a single page of paper that
refers to the NCCI rate filing for
all but profit and expense factors.

However, "I just don't think it

"Speaking for everyone at American Re, we are

proud to introduce The Whole Account Concept.

This unique system uses our philosophy of custom-

ized client service to give a# of our clients access to

a# of our resources. Now, when you work with one

person at American Re, you work with the whole

company Whether your needs are in Facultative,

Treaty Underwrit'ng, Claims, Actuarial, Financial,

Data Processing-any or all of these-we have ex-

perts who can construct a targeted program that's

-ight for you.

REINSURANCE REDEFINED

" The Whole Account Concept is an innovative system

That actually reverses the traditional process of pro-

viding reinsurance. We have removed operational

will mean that much" extra work,

said Nebraska's Mr. McCartney,
who heads one of the smaller state

insurance departments.
The Risk & Insurance Manage-

ment Society Inc., which repre-
sents insurance buyers and self-in-
surers, is not particularly
concerned whether work comp rat-
ing organizations like the NCCI are
limited to presenting only loss
costs as long as they are allowed to
include trend factors for future

loss developments in their rates.
"We at RIMS rarely hear our

members, who foot the premiums
for workers' compensation cover-
age, complain about advisory or-

ganization rates," according to a
recent RIMS statement.

"RIMS members often have more

than one rating option available to
them, which they find useful. Be-

sides schedule rating, there are
rate deviations, experience rating,
retrospective rating: consent to
rate and dividends," the RIMS
statement said. I

Edward B. Jobe
President and Chief Executive Officer

(left)

Paul H. Inderbitzin

Executive Vice President

(right)
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Comp insurers
see new need

for rate hikes
By MEG FLETCHER

Workers compensation insurers'
poor financial results are trigger-
ing another round of requests for
double-digit rate increases nation-
wide.

Insurers reported an estimated
120.1% combined ratio after divi-

dends for workers compensation
business in 1989, compared with a
118.4% combined ratio in 1988,

said Richard Fein, acting president
of the New York-based National

Council on Compensation Insur-
ance, the nation's largest workers

and support barriers so you won't be confined by

divisional lines. You'll get the benefit of the best

minds in the industry and the most comprehensive

selection of reinsurance products and services avail-

able anywhere. The result: a reinsurance program

that gives you exactly what you need.

SETTING A NEW STANDARD

"The Whole Account Concept recognizes the com-

plexity of your needs and addresses them with flexi-
ble solutions. It offers the innovation and creative

energy that results from true teamwork. As we look
ahead, we combine the traditional values of our 73-

year history and the curting-edge technology avail-

able today to meet our clients' needs. It's further

proof of our continuing commitment to long-term

relationships that outlast underwriting cycles."

1AMERICANRE-INSURANCE COMPANY
American Re Plaza, 555 College Road East. P,inceton. NJ 08543·5241 609·243-4200

Atlanta Bogota. Boston,Caio.Chicago.Columbus. Dallas, Haitfold. KansasCity. London, LosAngeles, Melbouine. Minneapolis. Montreal. NeNuk. Philadelph,a. Princeloa San Fiancisco. Santiago. Singapole.Sydney Tokyo.bonto

comp ratemaking and statistical
organization.

"It's pretty bad," he said. "We
had hoped there would be an im-
provement."

Workers compensation in gen-
eral "is deteriorating," observed
Joseph Edwards, superintendent of
the Maine Bureau of Insurance and

chairman of the National Assn. of

Insurance Commissioners' Workers

Compensation Task Force.
The NCCI-and other rate-

makers for work comp insurers in
about 10 additional states-re-

sponsed to poor results in both the
voluntary workers comp market
and in assigned risk plans designed
to provide coverage by asking for
higher rates in dozens of states.
Assigned risk plans are for em-
ployers that cannot find coverage
in the voluntary market.

Overall rates are about 15% low

on average, Mr. Fein said.
Average increases ranging from

1.7% in Wisconsin to 36.7% in Flor-

ida took effect in 19 states earlier

this year. Requests are pending for
rate hikes in an additional 15

jurisdictions, with more to come.
The requests range from 7.3% in
the District of Columbia to an av-

erage 86.2% increase in Rhode Is-
land (see story, page 1).

Workers comp cost increases pri-
marily are caused by skyrocketing
medical costs and an increased

number of workers filing claims
for higher-cost injuries, like per-
manent partial injuries, said John
Lewis, a work comp expert in
Miami who has been hired by sev-

eral states to analyze work comp
systems.

The medical component of work
comp benefits is rising faster than
overall inflation. Medical costs

now comprise about 40% of work
comp costs, up from about 33% a
decade ago, the NCCI reports.

In addition, more claimants are

receiving the higher benefits that
are paid for more serious injuries,
Mr. Lewis said.

Current rate increases stem in

part from a 1972 report by a na-
tional commission on state workers

comp laws that recommended sig-
nificant changes to many state
work comp systems, especially in-
creased benefit levels, explained
Steve Millikan, vp and director of
workers compensation for the Alli-
ance of American Insurers in

Schaumburg, Ill.
Many states that implemented

those changes faced an outcry sev-
eral years later from employers
upset about increased costs and
employees, who feared that bene-
fits would be cut.

Despite major work comp
changes made by 15 states in the
past five years, -there seems to be
little impact and the costs of the
systems and the rate levels re-
quested by the insurance industry
continue to rise," Mr. Millikan
said.

About a dozen states moved from

administered pricing, where regu-
lators approve rates, to competi-

tive rating, where intervention is
scaled back and competition gen-

erally sets rates.
Companies have found, however,

that competitive rating can pro-
duce more volatile rate changes,
Mr. Lewis said.

Regulators trying to understand
the underlying causes of cost in-
creases say they are frustrated by
the lack of data needed to answer

questions like: How are claims and
expenses allocated among health
care providers, claimants and

Continued on nert page



18 / Business Insurance, Maren 19, 199)

each state system (BI, Dec 11 them tiol rising work comp costs pected to reduce benefit paymentsC L.JI·.; tri·,-5
: 19891 In addition, while the NCCI will • Comprehensive legisiation ap- to less seriously injured workels,

Continued from previous page The NAIC recommends states probably become the work comp proved last year in Texas Califor- she said
others? What other cost factors are adop the model, which would re- insurance industry's primary data nia and other states could signifi- Recent work comp amendments
di iving persistent increases in sys- quire work comp insurers, self-in- source, many insurers still do not eantly improve operation of work may explain the Alaska I ate dicp,
tem costs9 What aie the effects of surers and state data collectors to believe that a s,ngle, fully inte- comp systems (BI, Dec 18, 1989, said Eric Oxfeld, counsel to the
legislative changes affecting state file detailed claims mformation grated data base }s feasible for a Oct 2,1989) American Insurance Assn in

woik comp systemsp with state authorities It is too early to say what impact Washington, D C
--

"The absence of data is a serious Last month, before most states d these changes will have on rates, One amendment adjusts pay-

problem fox nearly every state, ' even had a chance ti adopt the , Tihe NAIC nintiof is but the moss optimistic observers ments to the cost of living where
said Mr Lewis model, the NCCI agreed to imple- say that the changes should at least claimants reside, thus reducing the

Data is primarily collected by ment many of the da:a collection f.,irly roasonrhir hold the line on rate increases m incentive for claimants injured in
the NCCI, state work comp admin- proposals starting in January 1991 shning point' the near future Alaska and receiving benefit pay-

istrators and the federal Depart- in the three dozen or so states • Work comp rates have actually ments based on its high cost of liv-
ment of Labor when it operates for states declined in :wo states s= far this ing from moving to a state with a

Regulators complain that mucn The organization believes collec- sav, John Lewis. I year 84% in Maryland, and 41% lower cost of living, he said
of the ln formation is difficult to tion of this data will help in con- 4 in Alaska However, Len Traiman, NCCI

use because each group tailors ltS trolling work comp costs and de- -r Work comp reform measures, m- director of government, consumer
data collection to individual needs veloping more accurate rates, Mr cluding setting up more objective and Industry affairs for Alaska,

Some regulators are also wary Fein said variety of reasons, including main- criteria to evaluate permanent said "It's too early to tell with the
of NCCI data, fearing it may be Voiuntary participation by the tenance costs, Mr Millikan said partial disabilities, may help ex- reform legislation whether that
slanted to support insurers' rate NCC[ is " a major, malor step Thal and other questions remain plain rate reductions in both had an impact or not" on rates
requests forward, said Maine's Mr Edward to be resolved "It Will be a real states, some observers say Othei factors, like a slowdown in

The National Assn of Insurance The NAIC's model is "a fairly tough eall how it will all play out," Maryland s rate decrease ap- Alaska's economy, may have
Commissioners late last year tried reasonable starting point for mdi- he said pears to be ar least partially caused played a role, he said
to standardize data collection vidu: 1 states," Mr Lewis said, ad- Yet, "data collection is the most by benefit reforms, said JoAnn * For the first time in nearly two
through a model data reporting ding that it "certainly" will be important thing we've got going," Porter, NCCI director of govern- decades, representatives of key
law that would allow work comp helpful Mr Lewis said ment, consumer and industry af- workers compensation constituen-
regulators to collect more detailed Insirers, he said, will likely try Other observers note that the fairs for the state Moving from a cies-including employers, labor
claims information from rate- to pass the new costs for data col- move toward improved data col- two-tiered to a three-tiered system and insurers-are forging a na-
makers and others to better ana- lectic n on to policyholders, while lection is just one of several recent for paying benefits to workers with tional advisory group to seek re-
lyze the costs and operation of self-.nsurers will likely absorb developments that could help con- permanent partial injuries is ex- forms (BI, Feb 26)

Comp rate chang©s 11nplemented in 19 states
.

Workers compensation rate Council on Compensation Insur- The rate change percentages re- * California 59% increase * Texas 277% average increase,
changes have been approved m 19 ance, the largest workers compen- ported for individual states are ty- • Connecticut 217% average 22% increase in the voluntary mar-
states this year while requests for satio, statistical and ratemaking pically averages that are weighted increase, 22 1% increase in the vol- ket, 50 4% increase in the assigned
rate increases are pending in 15 association, is seeking an average by premium volume to reflect the untary market rate based on loss risk plan
other jurisdictions increase of about 15% nationally, market shares held by both the vol- costs only, 17 8% increase in the * Utah 12 5% average increase

And rate increases are expected according to Acting Fresident RK- untary market and assigned risk assigned risk plan * Wisconsin 17% increase

to be filed in several other states charc Fein plans m states with residual mar- * Florida 36 7% average in- Nearly all the increases took ef-
The New York-based National Last year, workers comp rates kets creese, 29% increase m tbe volun- feet Jan 1

nationwide rose 61% on average, In addition, most rate changes tary market, 63 6% increase in the Ratemaking organizations are

p but 17(reased 10 1% on average m reflect fully developed rates, which| PROPERTY INSUIRANCE ' 8bou: three dozen states where the include components for insurers' 1
fICCI proposes rates for insurers profits and expenses

FOR
Thr NCCM th'is venr is *iook,no an ove·racir work

However, a few states require
OIL, GAS & CHEMICAL f°Mltfh:%1{11tt sadange advisory rating organizations to comp rate increaso of about 15 r nntk,nally. Last

RISKS from 1 7% in Wisconsin to 36 7% in limit the data filed to insurers' loss vear, workers comp rates nationvide rose b. 1% onFLOYD WEST & COMFPEY i Floriia, according to cata from the costs, requiring insurers to indivi-
NCC. and the independent rate- dually file profit and expense fac-

HOUSTON, TEXAS ,, making organizations in about 10 tors
1 -800-873-6300

pv(·rago, but increased 10.1% on avoi nge in about

t,]irc·o dozen states where the NCCil proposoc rates.
other states In addition, rates filed in states

Call for Free Brochure Raies actually were cut 84% in that have passed competitive ,
Maryland and 4 1% in Alaska workers compensation ratmg stat-

utes, such as Illinois, are primarily assigned risk plan also asking insurance regulators m
advisory rates * Idaho 72% increase 14 more states and the District of

Get the advantages of Vermont's largest Following are rate changes en- • Illinois 10 1% average in- Columbia to approve rate increases
i- -_1--a. and most experienced independent acted this year by rating organiza- erease, 10% increase in the volun- ranging from 73% in the District

captive manager. Full service from tions The combined weighted av- tary market, 10 7% increase m the of Columbia to 862% m Rhode Is-
1.. 5 1 -JIL. 0 . .Jl il. Ul -fi//I fcrmation to operation. regulatory erage rate increase is stated first, assigned risk plan land

reporting, accounting, rein- followed by the percentage of * Indiana 233% increase * Colorado 143%

5£5·-E---7, "' ' -F-L•:J'-:1 SUrance investment Exclusive change in the voluntsry and as- * Maryland 8 4% decrease * Delaware 16 2%

r providers of the most comprehen- signed risk plans, if applicable and * Massachusetts 26 2% increase I District of Columbia 7 3%
sive and -irnely financial reporting i if they differ from the overall aver- a New Jersey 4% increase • Iowa 16 3%

age 1 North Carolina 9% ircrease • Louisiana 53% average in-available Plusthe choices and cost
• Alabama 11% average * Oregon 76% average increase, erease, 37 7% increase m the vol-ER--7--- sa,ings avoilable only th-ough an weighted increase, 9% increase in 6 1% increase in the voluntary untary market's loss cost rate,

Independent. the voluntary market, 17 9% in- market's loss cost rate, 21 1% m- 737% increase for the assigned
-- H Uncoin Mlier, CEO Mmehael T Rogen, COO

Experts in " - 7-* »c memet fr erhanism$ " -* Mov„98 'C" crease in the assigned risk plan crease for the assigned risk plan risk plan
• Alaska 41% decline * Pennsylvania 7 49% increase * Maine 26 5% average in-

L__
f 305, an{05&,5 'ire,witont 05601 * Arkansas 35% increase * Tennessee 12 5% increase crease, 26% increase in the volun-

tary market, 26% increase in the

4

i :-2 'i'Lout
assigned risk plan's safety pool,
32 3% increase in the assigned risk

f plan's accident prevention account
for poorer risks

-

f • Missouri 19 6%

1r * Nebraska 25 7%

* New Hampshire 27 1%4

* New Mexico 51 2% average
f

I l
_1 increase for voluntary market An

earlier increase for the assigned
)rL

r k.

rlsk plan was denied

1 1

e Oklahoma 10 5%
 ir - 1 -d 4, 1 * Rnode Island 862% average

increase The NCCF is seeking a
-

.

123 3% increase for insurers that

M- 'laa , i# 04
. -*6 write less than 1% of the voluntary

f. 4 market and for insurers writing
assigned risk plan policies It is

t seeking a 28 1% increase in loss

11
cost rates for insurers that write at

*Isa«*rft,
least 1% of the voluntary market

e South Carolina 135%

• South Dakol a 23 6%

* Vermont 7 6%

-,4-F#,UEPHY"als'Whing", 3pf/"0- 13.8 I . ' ' B .' ' 13.3/E  , ,»' Effective dates for these pending
rate increase requests range from
Jan 1 to July 1 of this yeBr

' The NCCI also expects to file
rate increases in more states this

year, but details will not be avail-
able until the filings are made, Mr
Fein said

-B'g Meg Fletcher
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AN ENIIGHIENED WIID MANAGE THE
UEYAREAS"OP EAITH CARE.
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 veryone knows that mental healthand substance abuse present special health problems.They aremom difficult to di*lose.They are more difficult to treat and monitor. And, consequently; they
am Ear more expensive.That's why we call them thegrey areas.

Moreandmore employers and health care organizations are turning to MCC tohelp rnanage
these grey areas.

TheMCCapproachtomental healthandsubstanceabuse care works. Studies consistently
show high user satisfaction.The records show effective cost control. The reason for this success is that
MCC, through its experience since 1974 is able to prescribe necessary treatment based on symptoms
rather than on expediency or "customary practice

MCC has developed a range of products that can deliver the:ircost-effective service according
to your particular needs.. .including capitated "at-risk" arrangements for HMO's and PPO's, as well as
employer-oriented products like Utilization Management Review: Case Management and Exclusive and
Preferred Provider Programs.

306'd like to answerall your questions and discuss your specific needs. Call us at (612) 861-9500
or 1-800-433-5768 today

It should be enlightening.

©1989 MCCCompanies, Inc.
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He built his success on losses.

Mike Conroy has been dealing with insurance claims
for a quarter century now

He was a claims veteran even before Joining us as
Executive Vice President for Claims and Loss Control

"l rose through the ranks," he says "The first claim
check I delivered was for $35 When you start like that,
you never forget your policyholders are peop/e

Under Mike's direction, The Home is doing an even
better job of handling claims these days

Among other things, every time we settle a claim,
we ask our policyholders to tell us how we're doing To

make sure we're delivering everything they expect
of us

If that was important before, it's even more so now
Because now that we're concentrating on larger, more
comp/ex risks, we need the best claims people tri the
business

Which is, after all, why Mike Conroy's with us now
The Home underwrites Commercial Lines, Major

Accounts. Specialty Lines and upscale Personal Lines

1

1 1
[

Home Insurance
A subsidiary of AMugCORPORATION
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Locating the company offering the best Polution Liability coverage for underground petroleum
storage tanks is easier said than done. Agricultural Excess and Surplus Insurance has the
pollution solution. AESIC offers the product and service you can count on. AESIC's program:
• Satisfies EPA requirements, including on-site and off-site clean up and third party liability.
• Is backed by an experienced underwriting staff.
• Provides a 24-hour "800" number for emergency claims response.
• Has an A+ Superior Best's rating.

Call our toll-free number for more information and the name of the territorial agent in your area.

/ J.
Agricultural Excess and Surplus Insurance Company

Subsidiary of Great American Insurance Companies

Gmt Americm.InsuriIThe Great American Dream Since I872.



Using shu ctured settlements
By Michael J. Casey Self-insurers

need guidelines
for settling claims

PERATING WITHOUT A PLAN is planning tofail!

That adage is especially appropriate when a
<self-insured company uses a structured settlement
to resolving a personal injury claim. While the use
of structured settlements can be a boon to

self-insurers, the lack of a well-conceived plan of
operation can lead to failure. Most major insurers
have developed specific programs that set forth
guidelines on when, where, how and with whom
structured settlements should be negotiated.
Self-insurers should do the same.

The ever-increasing number of companies that
self-insure their liability risks should use structured
settlements for several reasons. Most importantly,
the use of structured settlements in the resolution of

personal injury and wrongful death claims can save
money and, thus, have a direct bearing on corporate
profits. However, if a self-insured company does not
use structured settlements properly, it is probably
wasting money. If the company allows other parties
to control the structured settlement process, it may
allow them to take advantage of the inherent
savings at the company's expense. In addition, it can
result in additional continuing obligations after
settlement, potential adverse tax consequences and
a great deal of aggravation.

Therefore, it makes sense for self-insurers to
establish guidelines for handling structured
settlements. Programs can be tailored to meet the
particular goals and needs of individual
organizations. Also, this type of direction from
management allows those making settlement
decisions-both the company's own employees and
its outside defense counsel-to know what is

expected.
Several considerations must be taken into account

when establishing your company's structured
settlement guidelines. You should provide answers
to the following questions:

• What broker should be selected?

• What life insurers should be used?

• What cases are candidates for the structured

settlement approach?
• How will these cases be assigned to the broker?
• What are the guidelines for negotiations?
• How should the paperwork dealing with the

settlement and with assignment of liability to
another party be handled?

• How will the structured settlement program be
evaluated?

Since the structured settlement broker is your link
to the life insurance companies that provide
structured settlement annuities, the annuity brokers
that have the ability to access the entire market will
be in the best position to insure that you can
purchase an annuity at the most competitive cost
through the strongest possible insurance company.

An individual agent of one life insurance
company, or an independent agent that has access
only to a few life insurers, may not be able to
provide you with the best available quote.

How can you determine whether the broker you
are considering has access to the annuity
marketplace? You can ask for a list of the insurers
the broker claims to represent and call those
insurers to make sure the broker does indeed have a

contact with them. Also, the major brokers that
have been in the business for a number of years with
a good track record will be known to others in the
field, including insurers and defense counsel.

You should interview the brokers, ask for a list of
their clients and check references, just as you would
with any other vendor. If you face litigation over a
wide geographic area, you might want to consider
whether the broker has qualified staff members in
those locations to provide on-the-spot services.

Other services you should expect from a
structured settlement broker include:

• Experience in handling personal injury claims.

• Ability to provide timely proposals in response
to your needs.

• Creativity in responding to special
circumstances.

• The ability to specifically serve self-insured
connpanies.

• Attendance at settlement conferences.

Once a broker has been selected to handle your
structured settlement business, you must work with
the broker to establish guidelines. The first step is to
determine what life insurance companies you will
use to fund future obligations under your settlement
agreements. Your broker can provide valuable input
in this area. He can list the companies available, the
financial strengths and ratings of those companies,
the nature of the assignment of liability, which is
essential to a self-insured company, and the quality
of the insurers' service.

A self-insured's approved life insurance company
list could name specific companies or it could

if a company allows other parties to
control the structured settlement

process, it may allow them to take
ad¥antaged¥the inherent savings j

at the company'* expense.

simply name the A.M. Best Co. rating and size of
company that is the minimum acceptable to the
self-insured.

The next step deals with assignment of obligation.
In a structured settlement agreement, a settling
defendant or his insurance company must promise
to make future payments as called for in the
settlement program. Section 130 of the Internal

Revenue Code provides that the settling party may
assign this liability to a third party. A structured j
settlement release agreement provides that if such
assignment is made, the plaintiff will look only to
that third party for those future payments.

Third-party qualified assignments are becoming
more prevalent due to the attractiveness of the
ability to transfer an, ongoing obligation to another
entity. This can be an advantage to both the

defendant and the plaintiff.
Structured settlement guidelines for self-insurers

should include a direction to require the assignment
of any obligation in a release agreement following
any personal injury or wrongful death claim: Tax
law clarifies the need for a self-insurer to end any

continuing obligation for payments in a personal
injury of wrongful death claim in order for the
self-insurer to be in a position to deduct the cost of

the settlement in the year the case was settled.
Thus, the self-insurer, if it wishes to take a

deduction for the cost of the settlement in the year
the case in settlement is made, must make a

qualified assignment to a third-party assignee.
Section 130 of the Internal Revenue Code defines

qualified assignment, and most of the life insurance

companies writing annuities for structured
settlements provide a facility to conform to Section

130. Although similar in many respects, assignment
procedures do vary among different insurers. A
structured settlement broker should review these

assignment procedures with the self-insurers and
together you should select the assignment

procedures with which you are most comfortable.
Structured settlement guidelines also can

expedite claims handling. For instance, the
guidelines should indicate the type of cases in which
the structured settlement approach should be
considered.

Cases in excess of $25,000, for example, can be
recommended as a candidate for structured

settlements. And; cases involving catastrophic
injuries, like brain damage and spinal cord cases,
should always be considered.

The dollar level and the type of case you wish
to consider as a candidate for structured settlements

will vary from company to company, depending on
the nature of the claims the company typically
faces. Do not assume, however, that structured
settlements can only be used in catastrophic cases.
A 10% savings on a large volume of smaller cases
could affect company profits.

The method by which cases are referred to the
structured settlement broker should be outlined.

You may wish to control all assignments through a
central location to insure that the proper broker is
used.

Early referral of the candidates for structured
settlement also is recommended. This avoids a

last-minute rush and allows for a well-thought-out
plan of negotiation.

In order to maximize the savings from your use of
structured settlements, the program should call for
some hands-on training. The broker you select
should be willing to provide training session for
your employees. In addition, the broker should work
closely on a case-by-case basis in the preparation of
settlement offers and the presentation of those
offers to plaintiffs.

Presentations on structured settlements to a

self-insurer's risk management and claims staff are
necessary and useful. However, working one-on-one
with a broker on an actual settlement is the best

training available.
One of the most important steps in a structured

settlement process comes at the point when a
settlement agreement is reached with the claimant.
The release and assignment agreements play a very
important role in the agreement. For the release
itself, it is very important that the defense attorney
is involved in preparing the release format. It is
equally important that the structured settlement
broker work closely with the defense counsel in
developing the appropriate release.

As previously stated, virtually all self-insurers
using structured settlements to resolve claims will
want to assign their obligations to a third party
under Section 130 of the Internal Revenue Code.

This assignment document can be provided by the
structured settlement broker, working closely with
the defense attorney. However, misunderstandings
and confusion can occur while the settlement

paperwork is being completed. It is very important
for a self-insurer that the guidelines for the
structured settlement program insures the
coordinated efforts of the broker, the defense
attorney and the company's risk management staff.

Naturally, a self-insurer will want to monitor its
structured settlement program to evaluate its
effectiveness. Here again, the structured settlement
broker is in the best position to provide you with
data. The broker can track and measure the cases

resolved through a structured settlement with those
that were not. You can then measure claims activity
against your expectations and develop a historical
benchmark against which you can measure future
cases.

Michael J. Casey is an associate in

the Chicago office of Ringler
Associates, a structured settlement
broker.



ASK A BENEFIT MANAGER
Communication key
to managed care

Based on your experience of
implementing a
point-of-service managed

I ./« health care program
 nationwide, can you provide

-  any advice for companies
_ considering a similar

approach?

To adequately cover this
subject in detail, I will answer

this question in two parts. In this
article, let's review what is

driving employers to managed
health care programs and the

- importance of an extensive
communications effort.

Health care increases for corporations began
another upward spiral in 1987, and the health
insurance trends for fee-for-service indemnity plans
have been around 20% or more since that time.

Many large employers have seen their annual health
care costs increase at rates of 10% to 40%, and many
smaller employers have seen even higher annual
increases. And, the projections for the future do not
look any better.

This has frustrated employers, which have made

many health care plan changes since the early 1980s
to control cost increases. In reviewing the
alternatives available, several employers have
determined that the traditional fee-for-service

indemnity plans will not do the job. Employers must
find a more affordable way to provide quality health
care to their employees and dependents. Cost
increases in health maintenance organization-type
plans-staff, group or individual practice
association models with a gatekeeper-have been
running about one-half the cost increases for
indemnity plans.

The forms of managed health care plans being
adopted by employers varies considerably, based on
the company's health care objectives and comfort
level.

The movement by employers to point-of-service
managed health care for their employees and
dependents as a way to transfer employees and
dependents to the more cost-effective managed
health care system is gaining momentum. The
adoption of this type of managed health care
program requires more active employer involvement
than fee-for-service indemnity plans, particularly
with employee communications, network building,
quality of care, data analysis, claims and other
administration requirements.

Each managed health care arrangement offers
certain challenges but, clearly, the one that is most
difficult is the "single-plan, nationwide approach."
Few companies have done this to date and the
approach offers a significant management, human

resources and administration challenge. The
acceptance of managed health care by providers and
employees varies by region of the country. With the
growing number of employers going to
point-of-service managed care plans, we will see
most of these regional differences disappear over
time.

A company considering this approach must
determine that the potential financial gain is worth
taking on this nationwide challenge. If your
corporate objective is to get your health care costs
under control as quickly as possible, the nationwide
approach should be considered.

One of the most critical components of a
successful managed health care point-of-service
program is a well-conceived communication
strategy. You must develop a plan that not only
describes the new program but also explains the
reason for its adoption.

The best-negotiated managed health care
arrangement will not succeed if employees do not
understand it or, over time, recognize its
advantages. It is important to educate employees
and dependents about the realities of the U.S.
health care system. Employees need to understand
the seriousness of the issue and the economic impact
it will have on them and the company if changes are
not made. The adoption of a point-of-service
managed health care plan is a major change for
employees and their dependents. For some, it will be
their first exposure to a managed health care plan.

Continued on page 26

Do homework before choosing RMIS
Overlook bells and whistles, focus on system needs

CCASIONALLY I FIND myselfproviding advice to clients and
prospects that I never thought I would
say as a consultant. For example, last
month I told a client: "A risk

management information system is not
the solution to your problem."

For one who has been saying the
opposite in this column for the past
few years, it seemed a contradiction.
However, when taking things into
perspective, it really is not.

We all are guilty of myopic thinking
from time to time. For example,
today's risk management professionals
look at rising costs, deteriorating
claims service performance, etc., and
think that an RMIS will solve all their

problems. In fact, one provider of
claims services, previously a manual
operation, believed that a new,
state-of-the-art RMIS it was about to

install would "do everything" and
solve all its problems. The intimation
is that the system replaces the
decision-making, evaluative process.
It doesn't. The system enhances the
process.

This myopic thinking is dangerous,
whether one is considering designing
and installing a new risk management
information system or redesigning an
existing one. Wrong decisions, as I
have said in past columns, are
expensive.

Why do people continue to make
poor systems decisions? I have thought
about it and identified the base cause:

They do not do their homework.
Here are three general principles

that will help you to avoid this trap:
A* Understand the difference

between information systems and
operational systems.

Too often, people cannot "see the
forest for the trees." The same is true

with RMIS or any other management
information system decisions. People
focus on the system-meaning the
assembly of hardware and software in
telecommunications equipment

operational system that already exists.
A good example would be the

automation of a third party claims
administrator that used computers for
qertain things (recording payments,
for example) but maintained paper
files for everything else (investigation
results, medical bills, etc.). Simply
installing an automated claims system

RMIS

 Commentary
By David A. Tweedy

..

designed to perform certain functions.
They forget that within their
organization there already exists a
"system," best described as a complex
interaction of people, departments and
external agencies-all connected by
telephone, paper linkups, computers
and meetings. That system must be
clearly understood first.

Making a decision on a RMIS
without first evaluating the
operational system within your
organization is a formula for trouble.
The RMIS may not function at all
within the parameters of the

that has the ability to store, evaluate
accuracy, pay and record information
on indemnity and medical claims is
worthless unless the company's
operational system is modified. If
management does not want to change
this style, you have just spent a lot of
money on an information system that
has little benefit.

7 Mesh your RMIS abilities with
corporate objectives/mission.

Another myopic trap that some fall
into is failing to match the RMIS with
the organization's mission or
corporate objectives. For example, if

the risk manager selects a system that
is unable to grow within the
organization's increasing acquisitions,
the RMIS investment is a waste.

Part of a company's operational
system should include a clear
understanding of where management
is heading with the company in the
short and long term. I understand
there are problems in estimating a
company's direction or growth, but
clearly some attempt must be made
before planning any major
information system changes. That
means regularly communicating with
senior management.

90 Do not focus on "bells and

whistles" but on the "meat" of an

RMIS.

Another common failure is the

tendency to be "wowed" by bells and
whistles on an RMIS that look great
but actually have no real application
to the situation at your organization.

For example, I have had many
people say they would like loss
development and forecasting modules
added to their RMIS to help them
budget for future years' losses. When I
asked them how many annual claims
they have per year, the typical answer
is less than a few hundred.

Statistically speaking, that is an
insignificant amount and will produce
highly unreliable numbers.

Other functions, such as imaging,
electronic mail and even cost-of-risk

allocation also may not be appropriate
for a given situation. One client I
spoke with had an existing RMIS with
a cost-of-risk allocation module. When

Continued on page 26
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Communicating managed care
Continued from page 24

A good communication program must anticipate
employee concerns and address them upfront.

The program should include:
• Communication objectives.
The objectives of the communication program are

to clarify the rationale for adopting the program
and to explain the program's mechanics so that
employees can make informed decisions about
providers.

In addition, the program should review
differences between the new program and the
medical coverage available through either the
indemnity plan or HMOs. Finally, the
communications program should ensure a smooth
transition to the new program.

• A letter from the chief executive officer

discussing the impact of health care cost increases
on the company and reasons why health care benefit
changes need to be made.

• The above-mentioned letter should be followed

by a more in-depth article in a company newspaper
or magazine, which comments at length on the
reasons for implementing the new managed health

Evaluating RMIS need
Continued from page 24
I asked how often it was used, he said
once a year. After that, he performs
a manual check on it to see if it was

done right, which defeats the purpose
of the RMIS module.

Now I am not saying these functions
are not valid. What I am saying is that
they should be obtained only if they
will be used.

Conducting a thorough needs
identification process will help
eliminate these observed problems.

For one thing, you can sit down and
draw a process flow chart to discover
just how information flows through

care plan.

• Establish employee focus groups as they can
serve a number of purposes. The sessions help
pinpoint issues and concerns that need to be dealt
with in print material and also can serve as a stage
for a videotape about the new health care program.
Based on comments from these focus groups, you
can fine-tune your communication message.

• The culmination for your implementation is
small group meetings. The meetings could open with
a videotape, followed by leaders walking through
the new benefit program in detail using slides or
handouts. After a question-and-answer session,
employees should receive information packets

containing descriptive brochures, summary
pamphlets, provider directories, rate sheets,
enrollment forms and a feedback card.

This type of comprehensive communications

program by itself will not guarantee that the
employees will accept the program; however,
without a well-planned and implemented
communication program, your chance of success
will be greatly reduced.

In my next article in May I will review other

aspects of implementation, including employee
reaction, network building and administration. I

the risk management or claims
department (I know this doesn't sound
exciting, but it really is helpful).
Before you even go out and select a
system, you can correct some of the
process mistakes and bottlenecks that
you discover.

The needs analysis also will help you
cost justify the system that you are
looking for. If you have identified
problems, you are better able to
quantify tangible savings that could
be corrected through reduction of
inefficiencies or focusing on problem
claims areas that the system will help
you identify.

Woutd you like advke from an experienced colleague
on a risk management, benefits management or
actuarial problem? Four features in the Perspective
section Of Business Insurance can give you some
answers.

Ask A Benefit Manager, Ask A Risk Manager, Ask
A Casualty Actuary and Ask A Benefit Actuary answer
written questions from readers on risk and benefits
management issues and actuarial problems.

This month's column on employee
benefits issues is written by Joseph W.
Duua, director Of employee benefits at
AUied-Signal Inc. in Morristown, N.J.
Susan M. Werner, director of risk
management at Haydee's Food

Systems Inc. in Rocky Mount, N.C.,
answers risk management questions.
William J. Miner, an actuary with The
Wyatt Co. in Chicago, answers
actuarial questions on benefits issues.

Mr. Duva Richard E. Sherman, a principal with
Coopers & Lybrand in San Francisco,

answers actuarial questions in the casualty field. Mr.
Duva's and Ms. Werner s columns usually appear
alternately on the second Monday Of each month. Mr.
Miner's and Mr. Sherman's columns appear alternately
on the first Monday of each month. Mr. Duva's next

column will appear in May.
Address your questions to ASK, Business Insurance,

740 N. Rush St., Chicago, Ill. 60611. Please give us your
name, title and employer; however, Business Insurance
wilt consider unsigned :etters.

In the final analysis, the RMIS is
designed to help you do your job
better. It is a tool that helps improve
your efficiency to perform risk
management or claims management
decisions in a meaningful way.

I hope that this topic has not been
discouraging to those anticipating a
major project in the immediate future.
In fact, it should be an incentive to do

it right the first time.

As I have said in the past-and
continue to say-a well-designed and
responsive RMIS is an invaluable
tool, well worth the time, effort and

money.

David A. Tweedy is a senior
consultant for Betterley Risk
Consultants Inc. in Worcester, Mass.

He is the editor Of Bettertey Risk
Management Commentary and the

author of RMIS Update, a yearly

publication analyzing major risk
management

information systems
and vendors. Mr.

Tweedy's column on
risk management
information systems
appears the third

Monday Of the month.

Workplace stress led to heart attack: Court
The Supreme Court of Oklahoma held that a

myocardial infarction caused by mental stress and
anxiety created within the work environment was
compensable under the Worker's Compensation Act.

In 1981, Kenneth Docker was employed by
Oklahoma State Technical University as a data
processing instructor. From 1981 until March 1984, he
had generally above-average job performance
evaluations. In 1984, a new program manager was
appointed. Shortly thereafter, she asked Mr. Docker to
work overtime without compensation to help develop a
new curriculum. When he refused, his relationship with
the manager became strained, causing him to suffer
from insomnia and anxiety.

He later received a below-average job evaluation.
This upset him and he became worried about loss of his
job. The director sent him a letter indicating he was a
poor instructor and if he did not improve, he would be
forced to resign. His anxiety and insomnia were
aggravated and he sustained a myocardial infarction on
April 30, 1984. He sought compensation but was
denied. But, the Court of Appeals ruled in his favor.

The state Supreme Court was satisfied that Mr.
Docker's heart attack was sustained in the course of his

employment and the causal connection was linked to
work-related stress and anxiety. Docker vs. Oklahoma
State University, Supreme Court of Oklahoma, Dec. 21,
1988 (BI/05/Jan.-$10).

Coverage denial valid, despite notice error
The Supreme Court of Florida ruled that a

comprehensive general liability insurer was not
prohibited from denying coverage, notwithstanding its
non-compliance with notice requirements.

Block Marina Investment Inc. obtained a

comprehensive general liability insurance policy from

AIU Insurance Co. that contained an exclusion for

damage to property in the care, custody and control of
the policyholder. Although a marina operator's legal
liability endorsement to the policy was written that
would have provided coverage for the claim in
question, this endorsement was eliminated from the
policy prior to the act of negligence that gave rise to
the claim against Block.

The insurer informed Block that, although the claim
was not covered, it would provide a defense subject to
reservation of its right to assert a coverage defense.
Two weeks prior to trial, the insurer refused further
defense, notifying Block that the claim was not
covered. The trial court ruled against the insurer
because it had failed to notify Block of its refusal to
defend within 60 days after its reservation letter and
within 30 days before trial as required by state law.

On appeal, the appellate court said that the effect of
the trial court decision was to give insurance cover to
Block for a loss, coverage of which had been eliminated
from the policy, and the contract of insurance expressly
excluded such losses from coverage.

The court said the Legislature did not intend to give
a policyholder coverage excluded under a policy simply
because an insurer fails to comply with the terms of the
state notice law. AIU Insurance. Co. us. Block Marina

Investment. Inc., Supreme Court of Florida, April 27,
1989; rehearing denied July 14, 1989 (BI/01/Jan.-$10).

Insurer's refusal to cover job injury upheld
A clause in a group health insurance policy that

excluded injuries "arising out of and in the course
of any employment for wage and profit" has acquired a
definite meaning that is generally recognized and is

the same meaning as in the Workers' Compensation
Act, a Kansas appellate court ruled.

Thus, the court denied benefits to a worker injured
on the job who filed a claim under his wife's group
health insurance policy.

A.L. Leonard was hired to repair a company's roof.
He, in turn, hired or contracted with Ronnie G.

Crawford to help him at $8 per hour. Mr. Crawford
testified that he was working for Mr. Leonard and
followed the latter's instructions. Mr. Leonard had no

workers compensation insurance.

During construction, Mr. Crawford fell through the
roof and sustained medical expenses of about $8,400.
He filed a claim under his wife's group health
insurance policy issued by Prudential Insurance Co. of
America. Prudential denied the claim. Mr. Crawford

sued and won in the trial court.

The appellate court reversed, concluding the trial
court erred in holding that a workers comp exclusion in
the group health policy did not apply unless
compensation benefits had been recovered or the
injured party had a legal right to recover work comp
benefits. According to the court, workers compensation
law should be used to determine whether an injury
arises out of and in the course of employment so as to
trigger the exclusion. The court said that Mr.
Crawford's injury fell under the exception. Crawford
vs. Prudential Insurance. Co. of America, Court of
Appeals of Kansas, April 28, 1989; review granted June
6, 1989 (BI/03/Jan.-$10).

These abstracts were prepared by Cases Unlimited
Inc. Copies of these decisions are available by
sending a $10 check payable to Cases Unlimited to
Business Insurance, 740 N. Rush St., Chicago, ILL
60611-2590. List the number for each opinion.



Work comp reform
Continued from page 2
rating schedule instead of loss of

wage-earning capacity to deter-
mine disability benefits.

Rep. Richard Smith, D-Bryan, an
architect of the new legislation,
and workers compensation insur-
ers, which praise the reforms, call
for continued vigilance in protect-
ing the changes.

"I would caution anybody that
has any notion that we have a bill

that was compromised to the point
that it has little impact, that you're
wrong," Rep. Smith said.

"I don't think there's a better

concept anywhere in the country
among the states" that have at-

tempted workers compensation re-
form," he said.

"It will work, but it will only
work if we're vigilant," Mr. Smith
said. "We've created a workers

comp system on paper, and now
our job is to try to keep the system.

"My biggest fear now is that the

trial lawyers will continue to try to
find ways to pervert this system as
I think they did with the system we
had before. There wasn't anything
inherently evil about our previous
law, but it had become perverted
and manipulated," Mr. Smith said.

"The worst thing we could do as
Texans and as people who are in-
terested in fair and equitable re-
form of the system is to let our

guard down and not be vigilant
about changes both in the rule-
making process and in the Legisla-
ture."

Dick Brown, legislative coordi-
nator of the Texas Compensation
Insurance Assn., an insurer group

formed to lobby for changes in
Texas workers comp law, shared
Mr. Smith's concerns.

"Time is running out for the trial

lawyers, since most of the reforms
will take effect during the next few
months. So perhaps (the Texas
Trial Lawyers Assn.) will make one
last run, even if it's a kamikaze ef-

fort, at undoing Senate Bill 1 be-
fore it's too late," Mr. Brown said.

But Tommy Jacks, president-
elect of the Texas Trial Lawyers
Assn., said his group has no plans
to mount an attack against the leg-
islation any time soon.

"It's a little premature to be
thinking about that," Mr. Jacks
said in an interview following the
Alliance seminar.

Workers comp is not even on the
agenda for the current special ses-
sion of the state Legislature, he
points out.

But, Mr. Jacks said, "that piece
of legislation is so screwed up it
will probably be the subject of re-
view during every session for the
next decade or so. As it stands

now, it's an unworkable system."
And, he predicted, workers com-

pensation insurers "will be seeking
changes as soon as the trial law-
yers, if not sooner."

The expense of conforming to the
new law will have insurers crying
for change, Mr. Jacks said.

For example, the new'system of
adjudicating claims will "go
slower, cost more and be a hell of a

lot more complicated," he said.
"There's no way that cannot affect
their claims dollars. I don't think

that has sunk in yet."
Although trial lawyers believe

the workers compensation reform
law must be remedied through
amendments, they have no imme-
diate plans to propose such
changes, he said.

He also predicts that insurers
will seek changes in the increased
regulatory demands they will face.

Under the new law, insurers'
claims handling processes will be
rrtore closely scrutinized, said Joe,
Gagen, chairman of the Industrial
Accident Board, which is being re-
placed by the Texas Workers Com-
pensation Commission. The com-
mission will determine workers

comp awards, which will be sub-
ject to additional administrative
appellate steps before they can

reach a jury trial.
In fact, workers compensation

insurers "are going to become more
and more an adjunct of the govern-

mental agency responsible for ad-
ministering the program."

For example, Mr. Gagen said, in-
surers currently have 30 to 40 days
to start weekly benefit payments
after notification of an injury.

"Under the new law, you're going
to have seven days. Seven days to
investigate the claim and either
deny it or start benefits. And then
60 days to make some determina-

tion about liability in the claim.
"The agency will have the ability

to go into your claims offices and
audit your workers compensation
files," Mr. Gagen noted. If viola-
tions are found, the commission

can levy fines and charge for the
audit, he said.

Insurers also are subject to an

increased number of penalties that
can be levied in many cases "irre-
spective of fault, irrespective of in-
tent, but penalties for failure to

perform up to a certain level," Mr.
Gagen said.

"You're going to have to pay a
lot of attention to how you handle

claims, or you're going to have the
agency very much involved in how
you conduct your business," he
warned insurers.

Legislators, Mr. Gagen ex-
plained, set the stricter claims
handling standards for insurers
because they felt improper claims
handling caused increased attor-
ney involvement in workers comp
disputes.

"The only way that legislators
knew to get that accountability
into the system" and decrease at-
torney involvement was to give
regulators greater authority over
insurers, Mr. Gagen said.

Legislators included some mea-
sures-such as the provision that
calls for basing benefits on an in-
jured worker's impairment rather
than on his or her loss of wage-
earning capacity-designed to re-
duce the cost of the system, Mr.
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Gagen said.
But, lawmakers also informed

insurers that they are "going to ex-
pect a very high level of perfor-
mance" in their day-to-day claims
handling, he said.

"Legislators sent a message to
insurers that they want insurers
"to promptly act and actively in-
vestigate claims and make a
prompt decision. If benefits are
due, start those benefits, and don't

pay benefits if you have reason not
to pay them. And then explain the
reasons why not," Mr. Gagen said.

However, he suggested that as a
trade-off for this closer scrutiny of
workers comp insurers' claims
handling, the new law is designed
to control the costs of the workers

compensation system.
For example, he pointed out that

under the new law:

• Medical care in some cases

must first be authorized by the
commission or the insurer.

• Benefits will be determined

according to an injured worker's
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WE HAVE A NOVEL PERSPECTIVE.

.:....

'rrrE.Ywr STEZ +

RRIR• 1

*11/0 r

In'nimi

impairment rather than loss of
wage earning capacity.

• There are more stringent fraud
penalties for workers who try to
obtain benefits by fraudulent
means.

• There are stringent fee guide-
lines for medical providers as well
as tough penalties for providers
who overcharge.

Mr. Brown of the TCIA said that

although the new law creates
"some nuisances," such as new

audit and reporting requirements,
"few if any problems in our comp
system" were not addressed by the
sweeping legislation.

"Also, in many other states that
have been through the workers
compensation reform process, the
legislatures more often than not
have bashed the insurance industry
as part of the process. This did not
happen in Texas."

Mr. Brown summed up that "on
balance, the insurance industry
obviously paid a miniscule price
for reform." I
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Bank contracts
Continued from page 2

"Providing pass-through insur-
ar_ce coverage for BICs does not
represent an expansion of the ex-
isting coverage. If a BIC meets the
statu:ory definition of 'deposit,'
then it is accorded the same insur-

ance coverage tha: is provided for
most other trusteed employee ben-
ett Flan deposits," according :o
the study.

'However, in light of the unique
risks associated with BICs, the
FDIC believes that it would be

prudent to monitor bank involve-
ment in this market," the study
adds.

The study disappointed, but did
not surprise, the American Council
of Life Insurance in Washington,
D C., said Gary Hughes, chief
counsel-securities.

FDIC views on continuing the
pass-through coverage for BICs
were "myopic" and "legalistic."
Mr. Hughes said.
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You can be sued

whether or not you make an
error. That's why E&0 coverage
is essential to today's insurance
agent. Yet preventing claims and
defending your agency are more
important than ever.
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ance company. And, we provide
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to help stop E&0 claims before
they start.

Remember: being sued
can happen to anyone. Let
us give you the tools to protect
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Give us a whistle. Forour

latest newsletter plus an applica-
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Banks should only receive
$100,000 of FDIC coverage per
contract-not per covered em-
ployee-regardless of the size of
the contract, he maintains, adding
that virtually all other bank depos-
its are insured this way. For in-
stance, an individual depositor
with a large bank account is only
entitled to up to $100,000 in FDIC
coverage, he said.

He also advocates forcing banks
to set up affiliates to issue BICs.
The contracts then would not be

considered federally insurable de-
posits.

Despite the FDIC recommenda-
tion, Mr. Hughes said he remains
optimistic that federal coverage of
BICs will be eliminated.

Insurers are encouraged by the
Bush administration's budget mes-
sage, which said the federal de-
posit insurance "systems needs to
be reined in," but did not mention
BICs, he said.

He also said that since BICs are

a relatively new product-first of-
fered in 1987-changing the insur-
ance system now would not disrupt
the market. Defined contribution

plan sponsors could still buy BICs
without FDIC coverage so long as
they analyze the quality of banks
offering them, he said.

The ACLI plans to press for leg-
islation removing the FDIC cover-
age, he said. He does not have in
mind adding such a provision to a
current bill, but, he said, "it's still

early in the year."
Meanwhile, James D. McLaugh-

lin, director of agency relations-
trust and securities for the Wash-

ington, D.C.-based American
Bankers Assn., applauded the
FDIC recommendations.

The current system, he said, "is
not something that Congress has to
fix."

"We're gratified that they
reached that conclusion," said Mr.
McLaughlin. "The insurance in-
dustry is trying to use the scare
tactics of the (federal deposit) in-
surance fund to further their own

competitive needs."
Insurers forget, he said, that for

years they enjoyed a "virtual mo-
nopoly" on GICs. When banks en-
tered the market, "they suddenly
started to worry about competi-
tion," said Mr. McLaughlin.

"I think it's a clearly anti-com-
petitive move on the part of the in-
surance industry," he said.

Outside observers are divided on

FDIC coverage for BICs.
Kim McCarrel, a Portland, Ore.-

based consultant with Wyatt Asset
Services Inc., a Wyatt Co. subsidi-
ary, said she was happy with the
FDIC recommendation.

"I'm delighted. I think being able
to diversify (investment contracts)
across industries is very impor-
tant" because it reduces the risk,
Ms. McCarrel said.

Defined contribution plan spon-
sors would still be able to acquire
BICs without FDIC coverage, ack-
nowledged Ms. McCarrel, who said
her clients look first at the under-

lying financial strength of an insti-
tution offering contracts. But, she
added, BICs are easier to explain
to plan participants when the full
faith and credit of the FDIC is be-
hind the contracts.

The FDIC coverage provides a
"little added protection," she
noted.

However, David Langer of David
Langer Co. Inc., a actuarial con-
sulting firm in New York, said: "I
don't think the way it's currently
structured banks should have the

(FDIC) guarantee." He said he was
concerned there were no safe-

guards to prevent a repetition 01
the savings and loan crisis in the
banking industry.

Only banks following federal in-
vestment guidelines, he said
should be permitted to offer FDIC
coverage for BICs. For instance

should pay a higher premium tc
the FDIC "for the privilege" Mr
Langer said. I
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Hazards ahead
By MARK A. HOFMANN
and LAURA MAZZUCA Tough conditions Upon learning the company would have to refund a portion

of its premiums to California policyholders, executives de-
cided very quickly not to require agents to return a portion of

When the going gets tough, the tough get going, runs the
football adage strain insurers ties delphia-based General Accident

,. their commission, said Frank Coyne executive vp for Phila-

But when the going gets tough enough-when profit mar- We have no ambiguity about our dedication to the inde-
gms thin and legislators become more aggressive-even pendent agency system," said Mr Coyne "With the complex-
tough property/casualty insurance companies start looking
elsewhere for business with their agents ity of the business today, the independent agent is more im-

portant than ever "
And that can mean tough times for the agents who repre- Other companies have reacted differently to the California

sent these insurers pending, many producers are cultivating surplus lines con- law
Commission cuts, increased volume demands, cut-rate nections in case standard insurers desert their markets. Hartford, Conn -based Aetna Life & Casualty Co cited

commercial insurance premiums and withdrawals from un- Such regional disparities, however, are overshadowed by Proposition 103's restrictions on rate increases last year
profitable markets have all shaken the relationship between industrywide problems-especially mounting pressure from when announcing a cut in personal lines automobile commis-
insurers and their agents consumer advocacy groups for reforms and preparation for sions from 15% to 10% beginning in April

Insurers say they're not going out of their way to make an impending but elusive hard market (see story, page 28F) "You can imagine what the reaction was Some agents were
agents' lives miserable And, both sides agree that insurer- "Anytime you have legislation that's perceived as being not real happy about it," said an Aetna spokesman He added
agent relations vary greatly according to whom you speak to onerous, the potential for an impact in the relationship be- that the commission cuts were necessary to compete with
and from where they're talking tween companies and agents lS there," said Don Scruggs, direct writers

For instance, m states where consumer advocacy groups executive vp and chief operating officer of New York-based The state's largest auto Insurer-Bloomington, Ill -based
remain dormant and restrictions on insurers like Proposition Continental Corp 's agency group State Farm Mutual Automobile Insurance Co -neither with-

103 have not been proposed, producers and insurers can get The insurer tries to avoid "acting precipitously" Despite drew nor cut commissions State Farm's 2,400 California
along famously Proposition 103's mandated 20% rate rollbacks, Continental, agents, independent contractors who represent only State

"Companies see Illinois as a good marketplace and are a minor player in the California personal lines market, nel- Farm, reacted favorably, said Don D Rood, senior vp-
more than willing to write here," said Jack Payan, president ther cut commissions nor attempted to withdraw from the agency
of Payan-Stitt Corp , an agency in Palos Heights, Ill state, Mr Scruggs said "We've had a tightening of our relationship," said Mr

Payan-Stitt has maintained a contract with one insurer "We have tried to maintain the same kind of marketplace Rood Agents in other states "feel good about what happened
since Franklin D Roosevelt's early years m the White House as before," he said in California," he said
and with two others since the 1940s General Accident Insurance Co of America, which is re- Closer relations between SAFECO Insurance Co of

However, in some Sun Belt states, where lackluster econo- presented by 175 agents in California, Says it also tried to America and its agents may be due more to what SAFECO
mies exacerbate already-low property/casualty rates or avoid hasty and drastic action in the wake of Proposi- didn't do in response to the law than what it did do
where restrictions on insurers' rates have been enacted or are tion 103 Continued on nert page
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Criteria

Continued from page 288
Royal's Mr. Watt also empha-

sized the importance of perpetua-
tion, explaining that his company
considers the presence of "suc-
ces:ion criteria" one earmark of

professionalism.
Cther important criteria, said

Mr. Watt, include reputation, skills
anc, most importantly, the pres-
ence of a business plan to set goals
for the agency and its insurers.
Business plans are "relatively new
phenomena" and many agencies
have adopted formal business
plais only in the past decade, he
said.

Zurich-American also seeks a

long-term business plan including
an annual premium goal, a renewal
goal, a loss ratio goal and a "hit
rat.o," said Mr. Dudek. The hit
ratio attempts to predict how many

submissions will be needed to

achieve the premium goal.
Professionalism, said Transa-

merica's Mr. King, is also a cen-
tral consideration. "We're looking
for someone who's in the property/
casualty business for the long
haul," he said. Cont.nuing educa-
tion, he added, is "the first indica-
tor of professionalism of an

agency."
Zurich-American also stresses

education, looking for a "producer
whose staff is involved in insur-

ance education and who is con-

stantly upgrading personnel
knowledge," Mr. Dudek said. How-

ever, he added that, education
alone does not define professional-
ism or attractiveness. Agencies
must be financially s.able, he said,
but committed to business expan-
sion.

"We're looking for producers
who want to grow," he said. I

Insurers, agents try to avoid
hard feelings in tight market

By MARK A. HOFMANN

Neither insurers nor agents want
to see a future hard rrlarket cause

the same sort of hard feelings that
the mid-1980s hard market did.

When the property/casualty in-
surance market suddenly turned
hard in 1984 after a prolonged soft
market, agents found that they
could not renew business they had
placed with the same insurer for
years for any price. Coverage sim-
ply wasn't there and agents were
left to face angry customers alone.
Agents were ill-prepared for what
happened and agent/company re-

Advertising/Sales Promotion
IMS Conference Report

What strategies are used by
successful agencies to promote
their firms? Returning from the
recent Insurance Marketing
Services Conference, Bl will report
on how agents can improve their
marketing and advertising efforts
to generate more business.

Issue: May 7
Ad Closing: April 24

Niche Marketing

Wantto increase your business?
You've got to find that niche that
sets you apart from your
competition. 81 will look at how
niche marketing works for agents
and brokers, how they can
spedalize by type of coverage
they offer as well as by targeting
their clients demographically or
by nature of business.

IsSue: June 4

Ad Closing: May 22

lations soured.

Insurers don't want that to hap-
pen again.

"We learned a lot," said Chuck
Dudek, vp and director of market-
ing-standard lines for the Schaum-
burg, Ill.-based Zurich-American
Insurance Group.

Consistency is another key to
maintaining good agent/company
relations. "It's not so much what

you do at the time of the market
change as it is what you've done
consistently over time," said Greg
Georgiess, senior vp and managing
director of Chubb & Son Inc., a
subsidiary of Warren, N.J.-based

NAIB Conference Report

What hot topics will be discussed at
the National Assn. of Insurance

Brokers conference...the volatile

properly/casualty market...insurer
solvency...or. the industry's image?
Joining executives from leading
jnsurance brokerage firms at this
meeting, Bl editors will report on
the state of the industry and issues
vital to both brokers and agents.

Issue: July 2

Ad Closing: June 19
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Chubb Corp.
Mr. Georgiess said that his com-

pany seeks long-term relationships
with agents. Top managers visit
agencies for one-on-one discus-
sions with producers and un-
derwriters accompany agents on
client calls, he said.

"We're in constant communica-

tions with our agents," said Bruce
W. Herrick, president of American
Reliance Insurance Co., a Lawren-
ceville, N.J.-based insurer active in
five Mid-Atlantic states and Flor-
ida.

Mr. Herrick's company won na-
tional acclaim from agents in the
mid-1980s for -EZ-One," a pro-
gram in which senior company ex-
ecutives, including Mr. Herrick,
spent time in agents' offices to
learn how to ease friction between

agents and the company (IT, Dee.
12, 1988). EZ-One helped attract
national recognition for the in-
surer, notably the Alexandria, Va.-
based National Assn. of Profes-

sional Insurance Agents' Company
Award of Excellence in the re-

gional company category in 1985
and 1986.

"We've never stopped that pro-
cess," said Mr. Herrick. "It's just
working and building relationships
and understanding." He termed the
effort "in the trenches work."

Mr. Herrick noted, however, that
companies like his might have a
slight advantage over some na-
tional companies when dealing
with agents. "Our agents know
we're fairly stable in our under-
writing philosophy," he said.

American Reliance targets Main
Street commercial accounts and

small contractors that generate an-
nual premiums below $25,000, Mr.
Herrick said. The prices for such
accounts simply don't swing as
violently as the prices charged very
large commercial accounts, he
said.

John King, national marketing
manager-commercial insurance
for Woodland Hills, Calif.-based
Transamerica Insurance Co., also

stressed pricing stability for keep-
ing agent/company relations on
even keel.

"We haven't been a player in the
soft market, so the impact (of a
harder market) won't be as signifi-
cant on our agents," said Mr. King.

Still, even given the best efforts
of insurers to avoid market dislo-

cations, dislocations-including
withdrawals from certain terri-
tories or lines of business-occur.

"It's very, very difficult to pre-
pare your producers for these
things," said Bill Watt, senior vp-
field operations for Charlotte,
N.C.-based Royal Insurance
Group.

Insurers find they cannot get re-
turns on certain lines of business in

some areas, said Mr. Watt. If the
returns aren't there, the insurer
withdraws. "It's something we
don't relish,'' said Mr. Watt.
"There is not any formula," he
added.

"The underlying principle is we
value our agency relationships.
The last thing we want is to be ar-
bitrary," he said.

Zurich-American's Mr. Dudek

said that when his company has
found itself forced to retrench in

writing workers compensation
coverage in some states, it has at-
tempted to enlist the help of agents
in getting the laws changed.

"We work with agents to influ-
ence reform in the legislatures,"
and encourage letter writing to
state representatives, Mr. Dudek
said. "We're taking a very active
role." I
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Insurer stability remains Strategic Planning

prime concern of agents
\ (,1,<,)A

Ratings, market commitment cited
By LAURA MAZZUCA Producers also expect quick re- more aggressive in applying the

sponse from insurers, and insurers same standards to their insurers
Agents and brokers continue to -aware of pressure from consum- that the companies in turn apply to

focus on stability when looking for ers-have improved their response them Cycle
insurers to represent capabilities in the last year or so, The IIAA report on agent-com-

Most agents rank insurer stabil- especially for preferred agents, pany relations also contained "An
ity-in the form of a solid A M said Mr Baker Independent Agent's Form for -Management.-Best Co rating, dedication to a Good service from insurers in- Company Evaluations,' a standar-
given market and commitment to cludes a savvy underwriting de- dized system through which agents
long-term relationships-as among partment, promptly returned could rate insurers on a scale of 1 Planning for the hort term iS hi<e liding blindthe top traits they expect insur- phone calls, a consistent under- for poor to 5 for excellent in areas
ers to provide standing of the market, quick and like operations and product avail- Kernan Associates will guide you along the road

And while insurers frequently accurate turnarounds on quotes, ability, communications, claims towards stable profitability
tout support services like assis- policy turnaround within 30 days service, contractual relationships Our senior staff members deliver affordable.tance with perpetuation planning and promptly processed endorse- and promotion of independent
and automation, agents and bro- ments, said Owen D Pipal, presi- agents professional consulting to establish your firm's identity
kers do not assign a high priority dent of Pipal-Anderson Inc, an - And in a two-part project, "Eva- and direction. We concentrate on long-range goals,to these functions agency in Boise, Idaho, with $1 6 luating Company-Agency Rela-

Although market stability has million in premium volume that tionships" (A/BT, Nov 13, 1989), define marketing systems, and sharpen staff-wide skills
not been a problem in the recent represents six insurers the PIA and ltS advisory council of so you can steer resources towards your prime mai kets.
soft underwriting climate, pro- Responsiveness has always been 78 insurance executives polled ln- Call us today at (201) 665-2273 for our free
dueers hope that today's relation- our No 1 priority That's what surers on what they want from

brochure We'11 help you keep the road clearly in tocus.ships with stable insurers will hold makes an msurer attractive to us," agents, and developed a similar
up when the market hardens (see said Conrad Foa, chief executive agency rating form that allows
story, page 28A) officer of Foa & Son Corp, a New agents to evaluate insurance com-

"We've always sought companies York brokerage with $40 million in panies 1 VA Kemanwith unique financial strength and premium volume Only in the "har- It is especially important for
a historical ability to stay in the dest of hard" markets lS delivery agents to rank insurers on quanti- Associates, Inc.marketplace," said Jack Payan, system quality superseded by the fiable criteria, ]ust as insurers in-
president of Payan-Stitt Corp, a need for capacity, he added creasingly seek more information Insurance & Reinsurance Consultants
family-owned agency in Palos Even commissions and other fi- about agency loss ratios, financial Unique solutions for your individual needs.
Heights, Ill , with $7 million in nancial considerations take a back performance and other data
premium volume seat to quality service, according "If (insurers) want a detailed ac- RO. Box 128 • Gillette, NJ 07933-0128 • (201) 665-2273

count of our perpetuation program,1
we have a right to know what their

'Although we realize that there are problems mission is, too," said Mr Jones of

that can arise in cycles that no insurer
Moore & Johnson

In many cases, perpetuation

can avoid, we will not associate with companies agreements are now included in in-
surer contracts

that don't have long-standing financial and 9& SURE 1Although Chase & Lunt Inc has

market stability,' says Jack Payan. always looked at service, products NAnet¥*I
?ECJ'CEAr#eNA,EA

and capacity, it has frequently un- Pnmraor*ta

derestimated the importance of GOLDEN GATE ·3';0=*----u•'-

this contractual relationship, said tr.:z HEAf,W 4  \ 9*k.='
"Although we realize that there to Mr Foa -They're a lower prior- Josiah H Welch, president and M- Q..4....#-*'*. I-ArACT 

are problems that can arise in ity If you take care of business, treasurer of the agency in New- 1./**S.*
GOLDEN CATE .R

cycles that no insurer can avoid, business will take care of you " buryport, Mass, with $8 5 million NAn &
AREA AR

Alameda «»
we will not associate with com- Insurer stability and good, rea- in premium volume San

0,al,ne

*med,CO I
*2m

panies that don't have long-stand- sonably priced products have "Twenty years ago, I would have Francisco BA¥fAR.

San.:ac*.ing financial and market stabil- topped the list of insurer traits been hard-pressed to put my hands 2401*gic,1 681*or.5 MI.

S- Fi,ncgsce f ,=4.
. .Yand

amren#b».ity," said Mr Payan sought for several years at Moore & on our contract, let alone be able to s:,1, UaN•rwy 01 . 0, /SL*t,0

tall Aep

04.lic I

After company stability, pro- Johnson Agency Inc of Raleigh, tell you what it contained," he
ducers looking for insurers cite N C said

their desire for competitive prod- But the agency has become Producers today are more so-
ucts and prices backed by efficient acutely aware of the need for more phisticated about what a contract We can't stop the big one.service from insurers, including professional insurer personnel in should contain "It shouldn't take
quick response time, good claims recent years, since "the whole sys- a back seat, but instead be consid-
service and consistent under- tem has become more sophisti- ered vital on deciding on whether But we can help ease the aftershock.
writing practices cated," said L Merritt Jones Jr, to take a company on board," Mr

Quality products and services president of the agency with $20 Welch added Ten billion dollars of earthquake damage m lust Ri
are particularly important at a million in premium volume, which Most producer-insuier contracts 15 seconds and it wasn't even "The Big One " When m
time when consumers are growing represents about 20 national insur- contain simple, basic provisions on it does come, the catastrophe Will be of unimaginable /*1 **•;:_ 1

proportionsincreasingly critical of the insur- ers termination, indemnification, ar- 101 3<4=42=--5 1
ance industry, said Richard Baker, This is especially important in bitration and other elements to But, for less than $10, members of the /1---=328*23
chief executive officer of Myers underwriting functions, which sev- protect the producer, and a profit- insurance community can cushion some of the many /S
Baker & Co Inc, a Chicago agency eral producers cited as being of top sharing agreement, which spells aftershocks by being aware of the financial, economic, 8*1
with $25 million in premium vol- importance out what remuneration the pro- social, and political ramifications of the earthquake m

These are just some of the subjects covered &0ume that represents about a dozen "We want to work with un- ducer can expect from the insurer
by 7be Earthquake Report, published in September, 151insurers derwriters who analyze an account Too many agency contracts are

Agents' desire for better service before they say no," said Mr unilateral, allowing insurers which 1989 by The Society of CPCU This succinct, 40-page El
report summarizes the proceedings of the first M•--- 1is noted in recent reports by the Jones become dissatisfied to cancel con-
international earthquake conference m whichNational Assn of Professional In- "We seek a consistent under- tracts, complained Mr Welch
experts from 19 countries shared information and technologiessurance Agents and the Indepen- writing attitude and a stable mar- Contracts should instead allow
for managing earthquake riskdent Insurance Agents of America ket," said Jerry T Hargrove, presi- both parties equal power, he said

This report, the widest array of information ever compiled on earthquakesA survey of state IIAA chapters dent of North Side Insurance in Producers also stressed the im-
and insurance, is must reading for everyone in insurance Order 7be Earthquake

last August, for instance, found Atlanta, who believes that insur- portance of working with insurers R,port today by mailing the coupon below and your check (payable to The Society ofthat agents across the country were ance companies employ too many that demonstrate a spirit of coop- CPCU) to Publications, The Society of CPCU, 720 Providence Road, CB No 9,
primarily concerned with an insur- different pricing and underwriting eration and understand how the Malvern, PA 19355-0709 Or call 215-251-2743 to order
ance company's service, opera- criteria independent agency system oper-
tions/products, unilateral actions, Skilled underwriting also topped ates Please send me Earthquake Reports @ $995 each
contracts, communications and its the criteria list for a Texas agency 4 5 We're looking for a company 11. Name

promotion of the Independent "We look for a company that that wants to know its agents, one  Society Company
agency system likes to use common sense in its that doesn't become a corporate

Address
Desirable insurers Identify tar- underwriting intelligence, wis- monolith," said Mr Tucker of .u CPCU

Cityget markets, define their philoso- dom and understanding," and an Leick, Marshall in Dallas Chartered

phies and provide products geared appetite for new business as well Other agencies look for "a wil- property and Casualty State
Underwnters

ZIp
toward these markets, said Robert as renewals, said Clay Tucker, lingness to work with an agent on Phone No

Nicosia, president of Pilgrim In- president of Leick, Marshall, Neal different problems,' such as in PA residents please add 6% sales tax
surance Agency in Nutley, NJ,an & Associates, a Dallas agency with smoothing over a rocky relation- 810390

agency with $30 million in pre- a $15 million premium volume ship with a client, said William M
mium volume that represents eight Agents and brokers have defined Houston, president of Insurance
major insurers and five regional more clearly what they want from Services, a Denver agency with $3
companies insurers and also are becoming million in premium volume .



Mor 1 ousiness insurance, maren 1 9, 1 Yuu

Insurer Topics

Agents build ties with insurers in soft market
By LAURA MAZZUCA

While agents and brokers cannot
accurately predict when the commer-
cial property/casualty insurance
market will turn, they agree that re-
lationships developed over the years
with top insurers will pay off when
the market does tighten.

"If the market turns hard tomor-

row, we've got the companies in here
that could ride it through for us,"
said Jack Payan, president of the
Payan-Stitt Corp. agency in Palos
Heights, Ill.

Insurers and producers seem to
have learned from problems in the
last hard market and are doing their
best to keep lines of communication
open (see story, page 28A).

For instance, insurers are "spend-

1

9*/

/1

ing more time with us and courting
our good business," through regular
office visits and keeping agents
abreast of new products they offer,
said Conrad Foa, president of Foa &
Son Corp., a New York brokerage.

Many agents and brokers are try-
ing to improve their standing with
insurers by focusing on their insurers'
niche marketing targets, submitting
accurate and complete information,
and training their staffs.

Others, however, say that it's just
business as usual, whether or not a
hard market arrives.

"I'm in a real wait-and-see mode"

since the overall market remains soft

in Idaho, said Owen D. Pipal, presi-
dent of the Pipal-Anderson Inc.
agency in Boise. "We're just'main-
taining our insurers rather than

jumping to the next hot market on
the street."

Producers actively preparing for a
hardening market stress communica-
tion with insurers.

"We have a responsibility to lis-
ten to companies and no: just ig-
nore them," said Clay Tucker, presi-
dent of Leick, Marshall, Neal &

Associates in Dallas. "Agents can be
very insensitive to a company's prob-
lems, too."

Good relations, fostered by work
on agency councils, will help Mr.
Tucker's agency retain its markets
when the cycle hardens, he says.
"We're confident they'll stay, but it's
because of the hard work we've done

in the soft market."

Other agents prefer to deal with in-
surers individually rather than go

Loss Control &

Catastrophe Planning

Hugo. The San Francisco quake. Insurers
catastrophe planning was surely tested. This
issue will look at how insurers dealt with the

ravage of Hugo and the destruction in
San Francisco following the earthquake.
Bl will also examine how insurers help their
policy holders prepare to survive tomorrow's
disasters.

Automation: Underwriting/
Policy Management

Which underwriting and policy management
functions are ready for the age of
automation? And what are the latest
electronic marvels available to insurers for

streamlining those functions? 81 will talk to
insurers, consultants and computer
manufacturers to learn which systems work _
and which don't.

Advertising/Marketing/
Sales Promotion

When budgets are set, what can insurers
do to stand out in their market and get the
most for their advert sing and sales promotion
dollars? 81 will look specifically at events
sponsorship. and particularly at "second tier"
events, as viable marketing investments. And.
Bl editors hcve invited advertising executives
to review and critiqle insurance advertising
in general.

through councils or associations
"Right now we're just trying to

maintain good contact with the man-
agement of the companies we deal
with," said Richard Baker, chief ex-
ecutive officer of Myers Baker & Co.
Inc, a Chicago agency.

His staff meets regularly with un-
derwriters and service staff as well as

insurer executives, with each pro-
ducer keeping tabs on a particular
insurer, said Mr. Baker. So far, he
said, companies seem receptive to
agency overtures.

"If there is a problem, we'll sit
down, discuss and evaluate where the
system is breaking down," said Ro-
bert Nicosia, president of Pilgrim In-
surance Agency in Nutley, N.J.

Rather than wining and dining ex-
ecutives, he said, "talking business"

Issue: April 16
Ad Closing: April 4

Issue: May 21

Ad Closing: May 9
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Ad Closing: June 5
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is the order of the day. "Agents are
no longer afraid to speak their minds
as long as it benefits both sides of the
relationship," he said.

Such dialogue, say insurers and
producers, can ensure that both sides
focus on the same thing, such as spe-
cialized niche business.

For instance, Jerry T. Hargrove,
president of North Side Insurance in
Atlanta, recently invited his top in-
surers to discuss what lines they were
interested in writing.

He found most of his underwriters

wanted to write coverage for small
commercial risks such as shopping
centers, printers, large property risks
and non-residential contractors. Very
few, however, were interested in per-
sonal auto or monoline workers eom-

pensation in his area.
"We've broadened the base of what

we write in commercial lines," said
Daniel J. Blum, president of The In-
surance House Inc. in Lafayette, La.,
which now places specialized prop-
eity/casualty coverages for alligator,
catfish and crawfish farmers.

Agents and brokers also empha- 0-
size that they must improve their
own performance.

"The bottom line is loss ratios,"
and the best way to maintain good
ones is to deal consistently with in-
surers, providing accurate informa-
tion about risks, said Mr. Payan.

His agency concentrates on sending
complete histories on applications,
including losses; being on time with
premium payments; submitting accu-
rate, complete applications and un-
derwriting information; and an-
swering insurer questions within 24
hours, he said.

Mr. Payan also recommends that
agency employees pursue continuing
education. He sends representatives
to seminars offered by preferred in-
surers, "not only to learn, but to
make contacts."

"This is an area that's sometimes

ignored by agents," he said.
Some producers are preparing for a

market turn by either increasing or
decreasing the number of insurers
they represent.

Adding insurers, some believe, is
a safe hedge against loss of capacity
in a hard rnarket.

L. Merritt Jones Jr., president of
Moore & Johnson Agency Inc. in Ra-
leigh, N.C., says he lacked confidence
in several of his regular insurers. He
added two last year to provide solid
markets for preferred clients.

Other producers contend that so-
lidifying and deepening relationships
with a few companies will assure in-
surer fidelity in a hard market.

"We have cemented relations and

placed our business with a lot fewer
companies," said Mr. Foa, who has
concentrated his brokerage's business
with eight insurers today, compared
with 15 in 1984.

"The people you're going to offer
your capacity to are your major pro-
ducers," so it doesn't make sense to
keep too many around, he said.

Producers would do well to con-
solidate markets to emulate insur-

ers, which have focused almost ex-
clusively on their preferred agents
and eliminated the unprofitable ones,
said Mr. Payan. Although his agency
recently added a fourth personal
lines insurer, it was only because the
other three were not performing up
to par, he said.

Adding companies, with the atten-
dant bookkeeping and processing, in-
creases agency costs, he said.

While many agents agree that cut-
ting back to one or two insurers in a
tight market would be virtually im-
possible, they say they are more se-
lective when choosing insurers.

Agents are "looking very hard at
the companies for a product or a
competitive edge," said Mr. Nicosia,
whose agency just added another in-
surer because it offered a product
that a client needed. I
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Insurer Topics

EC changes boon to insurers: Report
By MARK A. HOFMANN However, U S property, casualty insurers in part due to recent EC directivesonprod- Amencanand UK lifepioducts"

and brokers reflect "less of an international uct and pollution liability and "to the creep- The report also notes that political and ec-
HARTFORD, Conn -The property/ca- perspective" than their European counter- ing exportation of American attitudes on liti- onomic democratization that has shaken

sualty insurance industu will benefit from parts, the authors say gation ' But the lack of contingency fees and Eastern Europe in 1989 and 1990 will "have
the coming economic integration of the Eu- "In choosing to enter the market, the in- relatively low number of jury trials in Eu- a fundamental Influence on the environ-
ropean Community, says a securities firm terwoven relationships of European insurers rope will hold that demand in check, Con- ment" of Western Europe But, the authors
report and banks and their perspectives and strate- ning predicts say, the impact of recent and continuing

With the advent of a single market ln Eu- gies for long-term profits rather than quar- The authors predict that price competition even:s in Eastern Europe 15 "highly com-
rope, demand for property/casualty insur- terly results should be understood Regard- among insurers will be fierce in the short plex" and the 1SSUe lS "too unsettled to
ance will increase "at a rate that is expected less of the place of establishment in Europe, term, though the "market may stabilize by clearly *termine longer-term patterns "
to be in excess of the EC's gross national U S firms must have the ability to pro- the mid-19905" Getting at Eastern European markets will

product growth rate," concludes insurance vide full services completely integrated into Life insurers will feel the impact of eco- be daunt.ng," the report warns "Each nation
industry analyst Conning & Co of Hartford, European business practices, reflecting both nomic integration more slowly than their 15 burdened with underdeveloped state in-
Conn cultural familiarity and a client preference property/casualty counterparts, says the re- frastructures manned by now discredited

"As wages and savings rates increase, per for custom-tailored, nationally oriented port EC member nations are reluctant to Communist party bureaucrats Private enter-
capita demand for personal lines and life in- products," the report says "surrender regulatory control over politic- prise iS minimal Turning around these sys-
surance products will increase," says the re- Consolidation among European firms on ally oriented issues like pensions," says the tems should be undertaken as soon as possi-
port, "Insurance Opportunities in the Euro- the eve of a single market, presents signifi- report In addition, there is inconsistency in ble to maximize chances for success "
pean Community of 1992 " cant opportunities for U S insurers, rein- terms and pricing of life products from na- The report also says that "the insurance

"Because per capita spending on Insurance surers and brokers that provide service to al- tion to nation " market share trump card of the 1990s is
is generally less in the EC than in the U S or ternative risk financing facilities, the report Nevertheless, "As the climate improves, clearly Eastern Europe with 3 63% ofthe

Japan, market penetration opportunities points out life insurers will benefit from a strong de- world premium The Eastern European na-
exist and will be easier to realize in a Captive formation among European par- mand, a changing product line, and from en- tions (excluding the Soviet Union with its
stronger, more fluid economy," it continues ents, Conning says, will be "enhanced" in hanced distribution brought on by operat- 285 million potential consumers) offer to the

By July 1, "buyers will be able to purchase 1992, and "these new cat)tives, reflecting the ing efficiencies and closer associations with EC most importantly its pent-up demand foi
the broadest coverage at the most competi- general increase in sophistication in risk the financial services community As na- insurance products and services "
tive prices from any EC or non-EC insurer management and financing techniques, are tional differences in life insurance product
licensed anywhere in the EC Insurers who likely to be more highly capitalized and will lines gradually diminish, products will be- "Insurance Opportunztzes in the European
can efficiently provide innovative products write more of the parent company's total come easier to market across the EC and per- Community of 1992" costs $425 For further
and services for both the multinational and risk exposures, including health care " haps more sophisticated and interest-rate information, contact Jack Corroon, Conn:ng
larger national companies should prevail in European demand for liability coverage, sensitive as Europe slowly becomes more ex- & Co, 101 Pearl St, Hartford, Conn, 06103,

this competitive environment," it said the report predicts, will gradually increase, posed to the popular, but less profitable, 203-527-1131

College to open underwriting department
NEW YORK-Pace University's tax policies of the 50 states, the College in Bryn Mawr, Pa , are

Lubin Schools of Business will IT briefs District of Columbia and Puerto forming a ]oint venture to provide
open a Center for Education in In- Rico professional education to Han-
surance Underwriting this fall The manual describes the taxes, cock's field managers

John M Cozzolino Jr, former 1989, down 8 3% from the first half dent cases in which a person was fees and assessments that must be A spokesman for Boston-based
director of research at the Insur- of 1988 allegedly bribed to testify as an paid It also cites applicable tax Hancock Financial Services said
ance Services Office Inc in New eyewitness, even though he did not rates, bases for taxes and credits about 250 managers will attend the
York, will direct the center Reinsurance text see either accident and was in against taxes In addition, the book 21,4-day seminars at Gregg Confer-

Initially, the emphasis will be on prison on forgery charges when contains a calendar Incorporating ence Center at the American Col-
property/casualty insurance un- M A L V ERN, Pa -A ne w one occurred state deadlines for filing, paying lege, a school dealing exclusively
derwriting One long-term goal lS two-volume reinsurance text for The attorneys charged all were and prepaying taxes with life insurance and related fi-

the development of an under- use in a course required for the In- associated with the Manhattan law The manual costs $425 For fur- nancial services sub]ects
writing curriculum for both gradu- surance Institute of America's new firm of Morris J Eisen, P C The ther information, contact State Topics include managing change,
ate students and undergraduates at Associate in Reinsurance designa- law firm itself is not a defendant, Taxation Manual, American Insur- managing for profitability, ethics,
Pace and other schools tion will be available in July said Andrew J Maloney, U S at- ance Assn, 1130 Connecticut A,. e leadership and planning

He said an underwriting curricu- "Principles of Reinsurance," will torney for the Eastern District of NW, Suite 1000, Washington, The program the only one of its
lum is necessary, even though Pace be required reading in the class of New York D C , 202-828-7197 kind offered ]01ntly by the college
offers actuarial science courses the same name Other courses re- The investigation was carried on and an insurer, is designed to help
The new curriculum will be mod- quired for the designation include by the U S attorney's office, New Joint venture field managers prepare for work on
eled after university finance pro- the new Reinsurance Practices York County District Attorney Ro- the Chartered Life Underwriter

grams course and two courses required bert Morgenthal and Bronx Dis- BOSTON-John Hancock Finan- and Chartered Financial Consul-

"There is a contrast in the under- for the Chartered Property & Ca- trict Attorney Robert Johnson cial Services and The American tant designations .

writing field Actualles are quanti- sualty Underwriter designation

tatively trained and specialized, CPCU 5, Insurance Company Oper- Research papers
whereas underwriters aren't quan- ations, and CPCU 8, Accounting
titatively trained and traditionally and Finance APPLETON, Wis -The Society
learn underwriting through on- The cost of the textbook was un- of Insurance Research plans to
the-job experience I'd like to see a derwritten in part by a $30,000 do- award two prizes for research .....Firk'll........... a i ly 'ray" .-change in training and the devel- nation from the Brokers & Rein- papers on "Availability and Affor-
opment of a new generation of ana- surance Markets Assn, a group of dability of Personal Auto Insur-
lytically trained underwriters," he U S reinsurance brokers and un- ance in a Competitive Environ-
said derwriters based in Olympia ment "

11-LZE-Initial funding for the center is a Fields, Ill A panel of insurance profes-
$10,000 grant from the Philadel- A text for Reinsurance Practices sionals and scholars will select the

phia-based CIGNA Foundation, is due out in December winners of a $5,000 first prlze and
CIGNA Corp 's philanthropic arm Each volume of "Principles of a $2,500 second prize The compe-

For more information, contact Reinsurance" will cost $24 tition is open to academics, insur- Issue of March 19
Mr Cozzolino at 212-346-1915 ance company employees and con-

Fraud indictments sultants The society's officers,

FAIR plans board members and committee

BROOKLYN, N Y -Three attor- chairmen cannot participate, and
BOSTON-The residual property neys, a law office manager and research firms are not eligible ADVERTISER PAGE #

insurance market recorded a $17 7 . four private investigators have The winning papers will be pre-
million statutory underwriting loss been indicted on federal racketee- sented at the society's annual Agent/Broker Topics 28D

during the first six months of 1989, ring charges for allegedly bilking meeting in Columbus, Ohio, Nov
down 18 8% from $21 8 million the city of New York and insurance 14-16

Crain Communications 28G
during the comparable period of companies out of $9 million by fil- Papers must be no more than
1988, according to the Property In- ing fraudulent personal in}Lry 5,000 words Three copies of a dou-
surance Plans Services Office, a claims ble-spaced paper must be submit- Insurer Topics 28F

division of the National Committee The indictment charges that de- ted by July 1 to Research Compe-
on Property Insurance fendants committed perjury, tam- lition, c/o Debbie Krueger, Kernan Associates, Inc 28E

Operating losses sustained by pered with jurors, created fraudu- Administrative Director, Society of
Fair Access to Insurance Require- lent medical reports, back-dated Insurance Research, P O Box 933,

North Amencan Reinsurance 28C
ments-or FAIR-plans dropped documents and obstructed court Appleton, Wis 54912, 414-730-
38% to $6 2 million in the first six proceedings 8858

months of 1989 from $10 million in As part of the scheme, the in- Societ> of CPCU 28E

the first six months of the previous dictment charges, the defendants
year obtained false statements from

Tax manual

FAIR plans, which provide cov- prospective witnesses, falsified WASHINGTON-The American

erage to property owners normally physical evidence, and created Insurance Assn iS making its State
considered uninsurable because of fraudulent medical reports, photo- Taxation Manual available to non-

Business
exposure to risks over which they graphs and other documents members for the first time Insumn€e
have no control, totaled $138 4 Among the cases mentioned in It contains Information on prop-
million in the first six months of the indictment were two auto acci- erty/casualty insurance industry
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UAP chief maps growth strategy
.

"The American French insurer to focus on EC
continent is not our

priority at the
present time. . .in By ISABELLE BERGLAS in their own country Second, our international prior-

terms of 1ty lS Europe because we believe that after 1992 Eu-
PARIS-Unlike many European insurers, which are rope will constitute a single market and it is important

investments, planning to expand into the North American market, for us to be present in each country "
priority is given to Union des Assurances de Paris S A is staying in its The company's latest major acquisition was the De-
Europe." own backyard cember 1989 purchase of a 34% stake in Groupe Vic-

UAP, France's largest insurer, believes Europe will toire, a Paris-based insurer, for 14 3 billion French
- Didier Pfeiffer constitute the single most important insurance market francs ($2 47 billion)

after European Community trade barriers fall 1 1992 UAP's interest stemmed from Victoire's Eui opean
and, as such, warrants its undivided attention connections "Since Victoire bought the German insur-

"The American continent is not our priority at the ance group Colonia, it writes more premiums abroad

'**=a»r..--- ---«,-95 present time We know it represents 50% of the world than in France," said Mr Pfeiffer, referring to the
market and we realize the importance of maintaining purchase of Colonia Versicherung A G by Victoire
commercial links with it but, in terms of investments, He hastened to add that UAP lS not considering any

& priority is given to Europe," UAP Chief Executive Of- more major acquisitions in France "We are No 1 and
ficer Didier Pfeiffer said in an interview in his Paris we believe it is complicated to take control of a com-
office last month pany in a country where you are already very visible "

"Our development strategy is based on a twofold Over the last few years, UAP-whose major share-
concern," Mr Pfeiffer said "First, we wish to holder lS the French government-has indeed deve-
strengthen our leadership position in France because loped ltS strategy of working together with national
we have noticed that large, international insurance partners in each country, or as Mr Pfeiffer puts

a conglomerates always start from a position of strength Contznued on page 31

Risk managers urged Businesses protest

to study East bloc plans pollution proposal
in West Germany

By STACY SHAPIRO learn about countries where their mated 200 billion deutsche marks

companies plan to invest and to ($116 billion) Foreign investors By DON L. KIRK
LONDON-Risk managers- become involved in selecting joint ought to have pollution audits

along with corporate legal, tax and venture partners to make sure ob- done "so that it iS not their 'deep BONN, West Germany-West German businessess would face ex-
accounting staff-should be in- jectives between Eastern and pocket' that pays for the 'altlast,' panded pollution liability-and higher liability insurance costs-
volved in planning Eastern Euro- Western interests are compatible the German concept meaning 'bur- under draft legislation introduced last month by Chancellor Helmut
pean Joint ventures "at an early Contract wordings also "are den of the past, said Mr Daven- Kohl's government, businesses and insurers contend
stage," says a brokerage executive going to be a major issue and some port The proposal seeks to limit pollution by proposing strict liability

This way "risk management can risks can be managed in the con- Mr Nixon warned against abdi- and stiffer penalties for companies that pollute the environment
be carried out correctly and the tract stage," said Mr Nixon eating risk management responsi- Because environmental concerns are a leading issue in this election
most appropriate method of insur- "I heard of a case recently where bilities to a foreign partner year, the measure is expected to be passed by the West German
ance placement, most suitable to the joint venture contract ran to "Eastern Europeans are much Parliament by the end of the year
your needs, can be identified," said 10,000 pages-almost as big as an less sophisticated than US in this However, the draft has been blasted by West German business
George Nixon, chief executive of American casualty insurance pol- area, and it is important to you and insurance groups, which contend it would increase insurance
Willis Wrightson Ltd , a Willis ity'" he quipped "Clearly, it is that your standards prevail," said costs and squeeze some smaller companies out of
Faber PLC unit important to get this right and to Mr Nixon business

Any new venture carries with it deal with any appropriate risk He applied the same rule to se- The legislative proposal would make pollution 11- West
the risk of failure, but Western management issues in it " curing coverage ability coverage mandatory for certain "high risk Germanyfirms run an added risk of los- One issue that should be con- "Suitable insurance protection is companies, though such companies are not defined
ing control of ventures with state- sidered is environmental liability, considered essential by U K com- In addition, it would significantly expand com-
controlled companies, Mr Nixon said Nicholas Davenport, manag- panies It is considered less so in panies' liability for pollution-related damage and
told those attending a seminar on ing director of UNISON S A in many Eastern European countries inJury, leading to higher insurance costs
Eastern Europe sponsored by Brussels, Belgium and the usual breadth of protection For example, under the measure
Wrightson sponsored March 1 Cleaning up East German pollu- provided is much more restricted • Companies would be held strictly liable for air

e
He advised risk managers to tion, he said, could cost an esti- Continued on next page and soil pollution

Laws imposing strict liability for water pollution

Lloyd's to contemplate have been in force in West Germany for about 30 years
• A company would be held liable for pollution caused by "nor-

mal operations "
Currently, a company can be held liable for accidental or in-

arbitration procedures tentional pollution of the environment

• A company could be held liable if it is -likely" it caused pol-
lution damage or InJury

As a result, a company would have to prove it did not cause pol-
LONDON-Lloyd's of London 15 considering adopt- to examine the question of establishing a standard lution damage in order to escape liability

ing a standard arbitration procedure to resolve a arbitration procedure, initially on a voluntary basis, Currently, the burden of proof is on a plaintiff, which must prove
growing number of disputes in the market for disputes arising out of insurance and reinsurance that a company caused pollution damage before the company can

The Corporation of Lloyd's earlier this month lS- contracts between syndicates At the same time, the be held liable

sued a consultative document outlining proposals to council considers that this exercise may also be useful However, damage to the environment that is not caused by a
establish a uniform arbitration procedure and con- in the settlement of disputes between their names and single company but occurs collectively, like environmental damage
ciliation procedures to settle disputes "within the fam- their agents," a statement from Lloyd's said caused by acid rain, is not addressed in the draft
ily," said Chief Execu- "Such arbitrations would be conducted by experts West German businesses contend that expanding liability for pol-
tive Alan Lord drawn from a Lloyd's-appointed panel, the costs being lution caused during the course of "normal operations" would cost

The proposed dispute recouped as part of any awards made," explained insurers billions of deutsche marks
resolution mechanisms Lloyd's The draft has the potential to put a lot of small and mid-sized
would be used to resolve The inclusion of conciliation or mediation pro- companies out of business, contends the Federation of German In-
disputes between syndi- cedures in the consultative document-and the ques- dustries (BDI)
cates and between names tion whether a conciliation service should be set up "It's not just the high cost of insurance premiums" to insure the
and members' agencies, within Lloyd's-stems from the increasing popularity
Lloyd's said of conciliation to settle commercial disputes, particu- ment would be next to impossible Companies will have to pay a lot

The Lloyd's market re-

expanded exposure, says a spokesman for the BDI "Risk manage-

larly in the U S," said the statement more to guarantee pollution will not occur That's something large
cently has been hit with Under conciliation, a neutral third party would try corporations can afford, but not the smaller companies "
dozens of disputes be- 40EEN-rl F to find and emphasize common ground between parties "Insurers would have to pay billions to clean up polluted areas"
tween syndicates, many at odds and negotiate a settlement under the proposed law, says Ernst Wunderlich, a director of Al-
over the validity of run- Lloyd's noted that a conciliation process has been hanz Versicherungs-A G in Munich "While insurers want to cover
off reinsurance contracts used successfully to settle disputes over runoff rein- risk, they must be able to calculate it-that means liability must be

Concern has grown in recent years over procedural surance contracts written by syndicate 317/661, man- restricted to accidents and positive proof of wrongdoing "
delays in arbitration proceedings, the lack of a stan- aged by RHM Outhwaite (Underwriting Agencies) Ltd Liability for pollution caused by normal operations is an z'exag-
dard arbitration procedure at Llo>d's, and the fact The Lloyd's proposal is being sent to the individ- gerated risk which can't be kept under control," he argued
that arbitration decisions that may be important to ual Lloyd's market associations as well as to the Assn Under the draft's proposals, companies would end up paying
others in the market usually are confidential and can- of Lloyd's Members Lloyd's will accept comments and more than 17 billion deutsche marks ($9 9 billion) to
not be disclosed, Lloyd's pointed out suggestions until the end of June Continued on next page

"The Council (of Lloyd's) considers it appropriate -By Carolyn Aldred
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Eastern Europe sized, were as of March 1 but could empire, said Benito Pagnanelli, a

Risk management rapidly become outdated Generali ditector Howevei, Gen-
Continued from prev:ous page The na:ions include erali's network of East Eutopean in-
than we are used to," said Mr Nixon • Bulgai ia, wher e the Council of sui ance offices was lost aftei Woild

"The overall message is manage the Ministers recently issued a decree on War II, he added

not developed lisk first and worry about insuiance the freedom of services and Industry In the past few yeais, howevei,
second, but nevertheless early," he It "has not taken sufficient count of "we have started to 1 egain the lost
added running government statutes and an network," said Mr Pagnanelli

Risk managers also will have to amended version will be debated," • Poland, which in 1985 permit-

in Eastern Europe choose other advisers such as bro- said Mr White ted establishment of two non-state
kers to help plan he ventuie, dele- Biokers are banned horn doing insurance companies-Westa and Po-
gates were:old business in Bulgaria lisa The two state-owned insuieis

Until recently, brokers were not The country has two state insur- ale PZU, the only insuiet allowed to
LONDON-A lack of risk management experience and poor fi- recognized in six of the seven East- ers DZI, which writes national do- write compulsory classes of insuiance

nancial infiastiuctuies in Eastern Europe make joint ventures there ern European countries discussed at mestic business, and Bulstrad, or and domestic insurance, and Wai ta,
a kiskv business, according to a banking executive the seminar, only Poland allowed Bulgarian Foreign Insurance and Re- which wi ites international and rein-

' Those who have attempted joint ventures in Eastern Europe will brokerages insurance Co Ltd, which writes in- surance business
be awaie of how little an understanding there is in the East of the Howevei, West German brokerage ternational and reinsurance business • Romania, which only offeis in-
concept of i isk evaluation as well as risk taking," said Andrew Jauch & Hubener is opening a Buda- There are also opportunitles to sula.re through state-owned Admin-
Seton, ditectoi of investment bank Moigan Grenfell & Co Ltd in pest, Hungary, office for the UNI- make insurance arrangements out- istratia Asiguiariloi de Stat (ADAS)
London SON brokerage network, which in- side the country, but only in hard at the moment

By training tens of thousands of people in 11sk management and cludes Willis Faber PLC and currency (which) requires special cir- 'They are expecting a more open
insuiance, accounting and the law, Western companies could create Johnson & Higgins, said Hans Hajek, cumstances at present," he said maiket and they would welcome this
a lot of good will and forge partnerships for the future, Mr Seton general manager of Jauch & Hubener • Czechoslovakia "is thought to with their international experience,
told 11sk managei s, brokeis and underwriters at a one-day seminar in Vienna and UNISON countzy be very close to change," he said but at present they retain their solo
on Eastern Europe sponsored by retail broker Willis Wrightson Ltd manager in Austria Set to open in a For now, all insurance must be position," said Mr White
of London few weeks, the Budapest office will placed with the two state-owned ln- • The Soviet Union, where two

In addition, most of the Eastern bloc suffers from unwieldy bu- be the first Western bi okerage of- surers, Ceska Statni Pojistovna in the state-owned insurance companies
reauciacy, foreign debt, and inconvertible currency, Mr Seton said fice in Eastern Europe, he said Czech regions, and Slovenska Statna currently dominate the market-

The counti ies also lack entiepreneurialism and private enter- Also, Maish & MeLennan Cos Inc Polistovna in the Slovak areas Gosstrakh, which covers personal in-
pi ise, and people are frustrated by shortages of goods, he said announced recently that it will open Brokers are banned from placing surance, and Ingosstrakh, which

Some countries, however, are better off than others, he said a representative office in East Ger- insurance in the country writes international and reinsurance
Another potential pi oblem for Joint ventui es lS that some coun- many through ltS new German sub- • The German Democratic Re- business (BI, Feb 26)

tries, like Poland and Hungary, are debt-ridden "despite being very sidiary, Gradmann & Holler public, where "the concept of insur- Soviet officials are drawing up in-
advanced in terms of Introducing institutional changes," Mr Seton Meanwhile, Alexander & Alex- ance is highly developed and lt lS eS- surance laws, but will most likely not
said ander Services Inc, Sedgwick Group timated ihat 90% of householders allow foreign Insurers to set up of-

"Even amongst the most intelligent of the Polish leadership, for P L C and other brokerages have re- insure their property" with state- fices In the country, Rudolf M
example, thete appears to be some subconscious expectation that Dresented zhe Western partners in owned Staatliche Versicherung der Shuravin, managing director of In-
their debts will be foigiven," he said joint ventures DDR, said Mr White gosstrakh's London subsidiary, Black

Mi Seton does not think Western banks will sweep those debts And brokerages are beginning to The other state-owned insurer, The Sea & Baltic General Insurance Co
undei the table train Eastern European insurance of- Auslands Und Ruckversicherungs Ltd, said in an interview

"I do not think this is in the cards and, alas, this is not going to f.cials in Western methods AG der Dentschen Demskrateschen But Mr Pagnanelli of Generall told
help them to benefit from an 1nflux of Western financial services to "The challenge before us in the Republik, which writes international delegates that the support of local in-
the extent that lS needed," he said East is to build upon our long-term and remsurance business, "has deve- surers is important in oveicoming

However, Western companies can avoid some pitfalls by doing reinsurance friendships with monop- loped a very good understanding of language barriers and geographical,
their homework on which countries could best support joint ven- oly insurance organizations in such a the international market over a nurr- claims handling and currency prob-
tuies, accoiding to Mr Seton way as to help insurance markets de- ber of years, which is reinforced by lems It is unclear, he said, whether

-By Stacy Shapzro velop," said Mr Davenport His com- visits to London by key personnel on foreign investors must now legally
pany offers training facilities and a regular basis," he said insuie with Ingosstrakh rather than a
:echnical assistance to make "that • Hungary 'presents a differ- foreign insurer
-ransition as easy as possible " ence" because it now has six insur- "Is that important'>" asked MI

Meanwhile, risk managers should ance companies, some of them joint Shuravin 'It iS difficult for joint
be aware of the insurance availability ventures with Western insurers ventures to insure (anywhere ercept
in the countries where Joint ventures The companies include AB Gen- within) the Soviet Union "
may be located, expelts point out erali, which iS 60% owned by Al- Mr Shuravin said a Japanese ex-

CONFEDERATION LIFE ' This is an incredibly complex lami Biztosito, the state-owned in- ecutive in charge of risk manage-
topic," said Michael White, chairman suret that gave up its monopoly m ment decided to see a site for him-
of Willis Gioup Eastern Europe But 1986, 20% by Assicurazioni Generali self and took two days to get theie
"there is a certain amount of unifor- in Tlieste, Italy, and 20% by German But when he got to the site, the man-
mity " investor Erste Allgemeine ager on the site said "who invited you

Mr White discussed six East Eu- Generali's contacts with Eastern here9" and wouldn't speak to him
ropean countries and tte Soviet Europe go back to 1831 when Trieste until Ingosstrakh representatives
Union His comments, he empha- was part of the Austro-Hungarian showed up, he said .

German pollution proposal
Cont:nued from prevtous page West German companies should sponsible, he said
retroactively clean up some 70,000 not be held liable for damage they In addition, the head of HUK-Ver-
polluted areas under the new law, only "likely" caused, said a spokes- band took issue with the expansion
Mr Wundeilich estimated man for HUK-Verband of liability foi pollution caused by

1 Allianz, as a leading commercial "It turns the entire legal system normal operations
insurer in West Germany, would be upside down," he said Under cur- West German industry should not

Peter W. Lloyd William A. Allison hard hit, he said rent law 'a plaintiff has to prove be liable for damages that "are un-
HUK-Verband, an association of injury was caused by a company," avoidable because there was no neg-

West German liability, accident and the spokesman noted Under the ligenee nor a fault in or the failure of
auto insurers, called the provision draft proposal, "all you have to do the installation," said Walter Brein-

Confederation Life announces the appointment that would shift the burden of proof now is say you're injured and a com- ing, head of HUK-Verband
of William A. Allison as Senior Vice-President, for pollution liability "guilt by suspi- pany is responsible It lS then up to In many cases damage occurs be-

cion" the company to prove" it is not re- cause the government has set emis-United States Operations, based in Atlanta, mon levels which are just too low," he
Georgia. Mr. Allison Joined the Company in said "There has to be some way to

1957, and was until recently Vice-President,
exclude a case like this said

Dieter Grell, a HUK committee
Group Insurance for the United States Region chairman, contends the government's

He succeeds Peter W. Lloyd, who retires after 42  DENTKFITS, Iivr. proposal would force the West Ger-
man insurance industry Into the role

years with the company Can Provide of "envitonmental police "
However, he warned that the high

The Confederation Life Group of Companies,
liability insurance premiums that
would result if the di aft lS enacted

headquartered in Toronto, operates in Canada, would not guarantee that companies

the United Kingdom and the United States. Con- IDental Vision will improve pollution control
"The costs foi pollution control are

federation Life and its associated companies are much higher than possible premium

leaders in individual and group insurance prod- IPrescription Drug (increases) Even an increase in pre-
miums of 400% would not force conn-

ucts and pension fund management, and offer CA GROUP BENEFIT PLANS panies to invest in preventative con-
trol and competition among insureisan increasing variety of financial, banking, leas-
would keep premiums down any-For quotes or information call or writeIng and trust company services, including mutual way," Mr Grell saidDebbie Boucher

In addition, the rules would makefunds
P O Box 3209.527 E Rowland Ave

companies "dependent on the insurer
Covina. CA 91722 (818) 967-2878 for their operational licenses," he

- · FAX (818) 332-5778 said Municipalities in West Germany
I would require proof of environmental

liability insurance before allowing a
business to operate, he predicted .
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UAP strategy
Continued from page 29

it, "developing a synergy in Eu-
roper To that end, UAP now has
stakes in several major insurance
companies in Europe.

In 1987, it acquired 319 of
Royale Belge S.A. for 4 billion
French francs ($752 million at

year-end 1987 exchange rates). In
October 1988, it acquired 10% of
Sun Life Assurance Society P.L.C.,
a major British life insurance com-
pany.

Today, UAP owns 259 of Sun
Life, at a total cost of 2 billion

French francs ($346 million), mak-
ing UAP the second-largest share-
holder in Sun Life.

Then, in January 1989, UAP
bought 909 of Allsecures, an Ital-
ian insurance subsidiary of Toro
Group, at a cost of 1 billion French
francs ($165 million at year-end
1988 exchange rates), thus gaining
control of 29 of the Italian insur-

ance market.

Most recently, on Feb. 13, UAP
announced that it had agreed to
acquire 915 of General Europa
S.A. (Gesa), the Spanish assistance
and emergency services company,
which provides such services as
medical for emergencies in remote
areas, for 850 million French
francs ($147 million).

"UAP believes that the assis-

tance sector constitutes a funda-

mental complementary element of
the insurance business and is

therefore likely to undergo great
expansion," said Mr. Pfeiffer.

The merger of Gesa with U.A.P's
already established assistance ac-
tivities will make the operation the
No. 2 emergency services company
in Europe behind Europe Assis-
tance, with 700 million French

francs ($121.1 million) in annual
revenues.

UAP will be joined in the pur-
chase of Gesa by Compagnie Gen-
erale des Eaux, a leading French
water and services group, and
eventually by other industrial or
insurance companies. Initially,
UAP will sell 209 of Gesa to Gen-

erale des Eaux, but UAP's final
stake could fall to 45% to 60%.

However, UAP would retain
operating control of the Spanish
company.

Further proof of UAP's Euro-
pean emphasis was given in Jan-
uary 1989 when UAP sold its 35%
stake in Commassur, a Canadian
portfolio company that controls
two insurance companies: Com-
merce Group Insurance Co. and
Belair Insurance Co.

The sale netted UAP 7 billion

French francs ($1.2 billion) which,
according to Mr. Pfeiffer, will be
used to finance the purchase of
Allsecures.

UAP is the largest insurance
company in France, based on 1989
premiums of 64 billion French
francs ($11.1 billion at year-end
1989 exchange rates), up 13.1%
from 55.6 billion French francs

(approximately $9.2 billion at
year-end 1988 exchange rates) the
previous year.

UAP reported a 1988 net profit
of 2.8 billion French francs in 1988

($462 million) and estimates 1989
profits at 3.3 billion to 3.4 billion
French francs (between $571 mil-
lion and $588 million).

Today UAP has 30,000 salaried
workers and agents-45,000 if you
include companies in which UAP
has acquired a minority interest-
in more than 60 countries.

Currently, just under two-thirds
of UAP's premiums are written in
France, though the company con-
trols 67 insurance and reinsurance

companies worldwide. UAP's busi-
ness is about 559; property/ca-
sualty, 459 life and 59 reinsur-
ance. Personal lines represented
479 of gross premiums in 1988.

UAP was among the 20 largest
insurance groups in the world last
year, Mr. Pfeiffer said, adding that

he expects that it will move up in
1990.

UAP's flexibility in expanding in
Europe is enhanced by the current
political climate for insurers in
France.

Since 1988, the status of French
insurers has been governed by
French President Francois Mit-

terand's policy of neither -privati-
zation nor nationalization." In the
mid-1980s former Prime Minister

Jacques Chirac attempted to pri-
vatize state-owned insurers like

UAP (BI, April 11,1988).
However, reforms of the French

Insurance Code passed by Parlia-
ment at the end of its 1989 fall ses-
sion, part of which went into effect
Feb. 26, allow French insurance
companies to broaden their base of
shareholders.

"The 1973 law which set rules

for the insurance business was very
restrictive; shareholders other
than the state had to be French in-

dividuals or French institutional
investors. This new law has intro-

duced clauses which enable any
shareholder, French or foreign, an
individual or a company, to ac-
quire up to 25% of our capital,"
Mr. Pfeiffer said.

Within that framework, UAP on
Feb. 26 made a stock offering to in-
crease its capital by more than 10
billion French francs ($1.73 billion
at current exchange rates), with
the state contributing about 50% of
the increase.

This increase allows the creation

of a 10% cross-shareholding be-
tween UAP and state-owned Ban-

que Nationale de Paris, as an-
nounced in March 1989; the
continuation of UAP's European
development plans; and the partial
financing of its 34% stake in Vic-
toire.

Prior to UAP's share offering,
the French government held a
85.3% stake in the group. But after
the offering's March 15 close, the
state expects to own 75.6% of the
insurance group, including Banque
Nationale shares.

As of late last week, shares total-
ing at least 2.2 billion French
francs ($380.6 million) were ac-
quired by non-French investors,
shares valued at 4.4 billion French

francs ($761.2 million) were
bought by French investors, and
the remainder were bought by the
French government, UAP reported.

According to Mr. Pfeiffer, the
purpose of the cross-shareholding
agreement with Banque Nationale
is "to solemnize our common belief

in developing our activities side-
by-side to satisfy the global needs
of our customers, since the insur-
ance and banking businesses com-
plement one another."

Despite talk of privatization of
French government-owned insur-
ers during Mr. Chirac's term as
prime minister, Mr. Pfeiffer evades
the issue of privatization and how
it would affect UAP.

"UAP has the means to ensure its

development. We have enough
work so that we don't need to think

about hypothetical situations
which, if they occur, will be dealt
with (with) the same determination
and enthusiasm we apply to cur-
rent problems."

Mr. Pfeiffer came to UAP after

acquiring a broad background in
finance.

For several years, he was a mem-
ber of the cabinet of two prominent
French secretaries of the treasury,
Maurice Couve de Murville and

Valery Giscard d'Estaing, who be-
came president in 1974.

Mr. Pfeiffer went on to Washing-
ton, D.C., first as financial attache
to the French Embassy, then as
deputy administrator for the World
Bank.

He joined UAP in December
1972, became manager of financial
affairs in 1973, chief executive of-
ficer in charge of investments in
1976 and finally chief executive of-
ficer in 1984. I

CreditRe Capital Re Corporation

together with certain institutional investors
is pleased to announce the formation of

Credit Re Corporation

a holding company organized for the purpose
of operating Credit Reinsurance Company, Ltd.,
a specialty reinsurer domiciled in Bermuda
to be primarily engaged in the business of
financial guaranty reinsurance.

Michael E. Satz

Chairman and Chief Executive Officer

787 Seventh Avenue

New York, New York 10019

2129743705

A BRIEF MESSAGE ABOUT INSURANCE
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• Security Guards,

• Patrol Services,

• Detective Agencies,

• Armored Car Service,

• Alarm Monitoring and

• Alarm Installation

For more than a decade CoverX Corporation has
continuously provided a stable insurance product
for the Security Industry. During that time many
companies and agencies professing to
"specialize" in this industry have come and gone.
In today's difficult insurance marketplace most
are simply gone. COVERX CORPORATION IS
STILL HERE, providing that industry with custom
tailored GENERAL LIABILITY AND

PROFESSIONAL LIABILITY.

I f you have current or potential clients in the security industry whose long range interests lie in
obtaining a quality insurance product in a stable market then you owe them a CoverX quotation.

For further information or applications call or write.

COVERIX CORPORATION
P.O. Box 5096, Southfield, Michigan 48086
Telephone: (313) 358-4010

Facsimile: (313) 358-2459
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Spanish bank focuses
on insurance growth

By MARIA KIELMAS

MADRID, Spain-Following a
protracted battle for control of its
operations, Spain's largest banking
group, Banco Bilbao Vizeaya, is
now devoting its attention to coor-
dinating its multiple insurance in-
terests.

Confusion about the state of the

bank's insurance holdings has
reigned ince Banco de Bilbao and
Banco de Vizcaya, both among
Spain's seven largest banks in
terms of deposits, proposed merg-
ing in January 1988 to form Banco
Bilbao Vizeaya.

Bitter in-fighting between Banco
Bilbao Vizeaya's Bilbao and Viz-
caya factions came to a head after
the death last December of Co-

President Pedro Toledo, former
head of Vizcaya.

However, his successor-Jose

Angel Asiain, co-president of
Banco Bilbao Vizcaya and former
head of Bilbao--resigned one
month later in an effort to end the

dispute.
The furor subsided only after

Emilio de Ybarra, a former Banco

Bilbao Vizeaya vp, was named
head of the bank group and
received the endorsement of

Spain's central bank, Banco de
Espana.

Banking is crucial to insurance
matters because-like in many
other European nations-Spanish
banks control a large portion of the

nation's insurance industry.
Spanish

banks have

increased Spain
their merger
activity since
Spain joined

the European
Community
in 1986 in

preparation
for the single
market in

1992 (BI, April 11, 1988).
When Banco de Bilbao and

Banco de Vizcaya merged in 1988,
their stated intention was to create

the country's largest insurance
group.

Bilbao's insurance holdings in-
cluded 100% of Euroseguros and
40% of Corporacion General Ase-
guradora, a holding company for
Spanish insurers Aurora Polar,
Catalana Occidente and Pervision

Nacional.

Bilbao also owned brokerage
Gavial S.A.

HURWITZ & FINE, P.C.
Attorneys at Law

' is pleased to mnounce the Formation of its

INSURANCE COVERAGE DEPARTMENT

Specializing in National and International

Insurance Law and Counseling
and

Insurance Litigation Throughout New York State.

******

Counseling on insurance policies covering Environment, Errors and
Omissions, Liability, Life, Health and Accident, Municipality and
Property. Adjudicating insurance disputes; Drafting of insurance
contract endorsements and representing carriers before the New York
State Insurance Department in regulatory matters.

1400 Liberty Building

Buffalo, NY 14220

(716) 853-6100

******

Telecopier: (716) 855-0874

473 Third Street

Niagara Falls. NY 14301

(716) 284-8047

Vizeaya brought insurer Plus
Ultra de Seguros y Reaseguros to
the table.

Following the merger, in Sep-
tember 1989, Banco Bilbao Vizcaya
sold its share in the CGA group
and acquired a 90% stake in Au-
rora Polar.

"We wanted to unite Aurora

Polar with Plus Ultra to create a

bigger insurance group. It was
an easy exchange of shares and
very convenient," explained
Gerardo Aroztegui, deputy gen-
eral manager of Banco Bilbao Viz-
caya and chief executive of Plus
Ultra.

Banco Bilbao Vizeaya also has
acquired Spanish rjotor insurer
Dapa.

"We wanted a specialist in motor
cover," Mr. Aroztegui said.

"It is still probably too early to
say what we will do in the future as

everything is not clear, but we are
working toward a final decision,"
Mr. Aroztegui said.

While Banco Bilbao Vizeaya's in-
surance units "have been in a pro-
cess of coordination. it has not

been decided yet if a merger be-
tween them will be necessary," Mr.
Aroztegui said.

Plus Ultra is slightly larger than
Aurora Polar, Mr. Aroztegui noted,
but their pbrtfolios are similar:
about 45% commercial insurance;
20% life insurance; and the balance

homeowners coverage.
Meanwhile, Banco Bilbao Viz-

caya's insurance brokerage subsid-
iary, Gavial, joined with Morice
Toza-Spain's largest reinsurance
broker and a unit of Alexander &

Alexander Services Inc.-in 1988

to form Gavial Alexander S.A. (see
related story). The firm serves
Banco Bilbao Vizcaya's industrial
clients.

In addition, the bank created

BBV Brokers S.A. after the merger.
BBV Brokers only places coverage
for the bank.

Gavial Alexander, which has
given some technical assistance to

BBV Brokers, will place coverage
for all commercial insurance

buyers.
Mr. Aroztegui noted, though,

that BBV Brokers this year will
offer new products, such as risk
management services for small bu-
sinesses.

Meanwhile, Osaka, Japan-based
Nippon Life Insurance Co. last
month acquired a 4.5% stake in
Banco Bilbao Vizcaya. I
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A&A targets EC banks
for brokerage partners

LONDON-European banks are more aggressive than ever in set-
ting up brokerage and insurance company networks throughout the
European Community, a brokerage executive contends.

That's why "we have deliberately courted the banks" when seek-
ing new EC offices, says Michael Barrett, chief executive offi-
cer of broker Alexander Stenhouse Europe Ltd. in London. Alex-
ander Stenhouse is the European retail insurance unit of Alexander
& Alexander Services Inc. of New York.

"The banks have real European ambitions to offer services to
their clients," he said.

For example, he noted that:
• A&A owns 49% of its Spanish correspondent broker Gavial

Alexander S.A., while the remainder is owned by Banco Bilbao
Viscaya, Spain's largest banking group (see related story) Gavial
Alexander has 100 employees in five offices in Spain.

• A&A owns a 45% stake in broker Fides Alexander A.G. of

Zurich, Switzerland. The remaining 55% is owned by a subsidiary
of banking group Credit Suisse.

• Alexander Stenhouse owns 20% of broker Jaspers Industrie
Assekuranz GmbH in Cologne, West Germany. Another 20% is
owned by West Germany's largest bank, Deutschebank, and the re-
mainder by private investors.

• A&A owns 49.9% of Paris-based broker S.G.C.A. Sixteen per-
cent of the broker is owned by banking group Credit du Nord of
Paris; 6% by French insurer L'Union des Assurances de Paris;
17% by French insurer Assurances Generales de France; and the
rest by S.G.C.A.'s 500 employees.

In addition to the above brokerage partnerships, A&A owns
several other brokers in continental Europe, including:

• Bekouw Mendes Holdings B.V. in Amsterdam, The Netherlands,
which is 100% owned by A&A.

• Alexander Stenhouse S.A./N.V. in Brussels, Belgium, which is
100% owned by A&A.

• Alexander & Alexander Italia Spa. in Milan, Italy, which is 5 1%
owned by A&A. The remainder is owned by a consortium of individ-
ual investors.

• Alexander & Mata Ltda. in Lisbon, Portugal, which is 49%
owned by A&A and 51% owned by the largest marine agency in the
country, J. Mata.

• A&A Sigorta Musavirlik A.S. in Istanbul, Turkey, which is 49%
owned by A&A and 51% owned by Patko, a local trading company.

Earlier this year A&A's European executives met in West Ger-
many to discuss strategy in Eastern Europe, said Mr. Barrett.

A&A works as a reinsurance broker with most of the state-owned

East bloc insurers, he noted.
"Our business relationships there are highly developed," Mr.

Barrett said, adding that A&A expects to take advantage of those
relationships to organize insurance programs for joint ventures in
Eastern Europe.

"We know of 100 companies that are our clients that are consid-
ering joint ventures," he said. About a half-dozen clients have set
up joint ventures, including McDonald's Corp., which opened a res-
taurant in Moscow earlier this year.

"We want our trade relations to grow as perestroika opens the
East," Mr. Barrett said.

-Bv Stacy Shapiro
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Reliance sells unit

to Winterthur Swiss

in $630 million deal
Markets

Reliance Group Holdings Inc. is
selling its General Casualty Cos.
subsidiary to Winterthur Swiss In-
surance Co. for $630 million in
cash.

Reliance will realize a pretax
gain of $380 million from the sale,
which is expected to be completed
during this year's second quarter.
The sale is expected to boost the
Reliance Group's policyholder sur-
plus by about $300 million, said a
Reliance spokesman. Reliance re-
ported $668.4 million in surplus
as of Dec. 31.

General Casualty wrote $400
million in premiums in 1989: of
which 57% was standard commer-

cial lines business and the remain-

ing 43% personal lines. Through
independent agents, it writes busi-

i ness in 10 Midwestern states: Wis-
consin, Illinois, Minnesota, Iowa,
Indiana, Nebraska, Kansas, Mis-
souri, South Dakota and North
Dakota.

General Casualty's $400 million
in premiums in 1989 accounted for
about 22% of the $1.8 billion in

total premiums written by Re-
liance, said the spokesman.

Sports specialist
K&K Insurance Group Inc., a

wholly-owned subsidiary of Lin-
coln National Corp. in Fort Wayne,
Ind., acquired a major interest in
underwriting agent National
Sports Underwriters of Overland
Park, Kan.

The new company, which will
operate as National Sports Un-

derwriters Ltd., will develop and
administer insurance for college
and high school sports programs.

"After working,with National
Sports Underwriters on several
programs, we were impressed with
the whole team," said K&K Presi-
dent and Chief Executive Officer

Greg C. Mosher.
National Sports Underwriters

Ltd. pioneered such programs as
the NCAA Lifetime Catastrophic
Injury Insurance program, which

provides benefits to college ath-
letes that are crippled by athletic-
related injuries.

Mergers/acquisitions
Minneapolis-based United

HealthCare Corp. plans to ac-
quire PrimeCare Health Plan
Inc., a Milwaukee-based health

 maintenance organization owned
by Heritage Health Systems Inc. in
King of Prussia, Pa. Under the
agreement, United HealthCare will
pay approximately $11.25 million
for PrimeCare, which includes the

repayment of PrimeCare debt and
the purchase of all common stock.
The acquisition will increase
United HealthCare's membership
by 103,000, bringing total member-
ship in the United HealthCare
HMO network to 1.1 million. The

HMO services Minnesota, Iowa,
Nebraska, Missouri, Illinois, Wis-

consin, Mic:higah and Indiana.
Pioneer Financial Services

lIne., a Rockford, Ill.-based holding
company for six life insurers, ac-
quired Manhattan National Life
Insurance Co. for $27 million.

Manhattan National Life will op-
erate as a wholly owned subsidiary
of Pioneer with executive and ad-

ministrative offices to remain in

Cincinnati.

Pioneer also recently acquired
National Health Services Inc., a
medical utilization review firm in

Milwaukee.

Richmond, Va.-based Hilb,

Rogal & Hamilton Co., the na-
tion's 12th largest broker with
1988 revenues of $49 million, re-

cently completed a set of acquisi-
tions: HRH's Mobile, Ala. subsidi-

ary acquir.ed the property/casualty
agency business of Altus Bank in
Mobile; HRH's Birmingham, Ala.
office acquired the majority of
assets of property/casualty insur-
ance agency Perry-Rosamond-
Mellen Inc. in Birmingham. In ad-

Continued on page 35
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DIVISION corporate loss control program In-

info penence a plus Equal Opportunity Employer
Send resume and cover letter to Box 2599, Responsibilitles will include solic,ting bid opportunities, accumulating bd cludes design of plans to reduce in-

(708) 963-8500 Business Insurance. 740 Rush St, Chicago.
IL 60611 2590

informatton, assuring data ts correct, and presenting proposals Will also PEOPLE OF THE STATE OF ILLI- Juries/illnesses and safety hazards
NOIS, ex rel , measurement of program success and

act as a liaison to brokers on existing accounts Occasional travel to Zack Stamp, Director of Insurance management repoiling assist all divt-

market our product is necessary of the State of ILLINOIS, 610.1. thiough periodic on site training,

Corporate Insurance Administrator plaintiffs, review and communication of pertinent

National Management Property Co.
We offer challenge, comprehensive benefits, and competitive salaries NO 89 CH 11201 safety information Coordinate and

V
marimize use of loss control services of

Excellent opportunity for Individual who has strong understanding of real Please send your resume to third parties Requires extensive travel

estate insurance underwnting The successful candidate will need strong
Mrs Donnelly INTERCONTINENTAL INSURANCE Successful candidate must have at least

P.O Box 5708 COMPANY, 7 years experience with at least one

organizational skills and possess valuation skills for purposes of under- Chicago, IL 60680-5708
a Domestic Stock, Property and Ca- professional designation, le, CSP

writing coverage and adjusting claims In addlbon, evaluating competing
sualty ALCM or ARM, or PE Bachelors degree

An Equal Opportunity Employer M/F
Insurance Company in related field, good verbal and writ-

proposals and negotiating settlement daims are necessary abilmes
Defendant ten skills Quallfied applicants send re-

Responsibilittes include reviewing existing insurance coverage, establish-
sume and salary history to Director,

NOTICE OF CLAIMS DATE
ASSOCIATIONS/GROUPS COMMERCIAL SALES

Human Resources, P 0 Box 9935,

ing a system for maintaining histoncal and existing Insurance informa-
AND PROCEDURES Ogden, Utah 84409

If you're earning m the $40/$5OK range
Parent of an A (VI) Rated hability camer but feel your efforts are not being recog

PLEASE TAKE NOTICE, thal on Jan-

tion, marketing Insurance Coverage pnor to renewals, place insurance .terested m loantng capital to Groups or nized give us a call TODAYI There con uary 12, 1990 an Order of Liquidation

competellvely and oversee placement for joint venture properties Associabons to form an industry owned It With a Finding of Insolvency was en-tinues to be a big demand for proven com
POSITIONS WANTED

abilltv insuror under the Federal Rsk Re mercial Pac producers within agency lered against Intercontinental Insur-
National Management company is responsible through 3 regional offices tenbon Act Should develop minimumly brokerage or direct writing environments ance Company ( ' Intercontinental ') by
for 16,000 apartments, and 3,000,000 sq ft of retail and office space $2,000,000+ annual premiums to stan throughout the USA the Circuit Court of County, ILLINOIS, Atlanta Corporate insurance Risk.

GILBERT-HAFNER & COMPANY ("Liquidatol-) ts the statutory and management/claims 22 yeals Insurance

Aoply in confidence to Box 2598, Business Insurance, 740 Rush St., Reply to Box 2596 Insurance Staffing Consultants court affirmed Liquidator of Intercon- erperience Strong marine, Inland,

Chicago, IL 60611-2590
Business insurance 6060 N Central, Dallas, TX 75206 tinental

cargo & aviation Please respond to

740 Rush St. Chicago. IL 60611-2590 AC 214 361-9341 TAKE FURTHER NOTICE that on
Box 2597, Business Insurance, 740

,January 19, 1990, the Circuit Court of Rush St, Chicago, IL 60611-2590
NOTICES Cook County, Illinois, entered an Order

REINSURANCE CLAIMS MANAGEMENT Fixing the Time and Procedures of Fit-

CONSULTANT
PUBLIC ANNOUNCEMENT ing of Claims (' Fixing Order' ) Pursu-

MASSACHUSETTS BAY TRANSPORTA- ant to the terms of the Fixinj Order, all

Devonshire Services Group, Inc, a reinsurance management Immediate openings exist in Chicago for TION AUTHORITY SOLICITATION FOR Policies of insurance issued oy Inter- GET RESULTS!
company specializing in run-off, is seeking a seasoned claims talented Individuals to analyze the bum- CONSULTANT SERVICES

continental is not heensed to do bust-

ness performance of health insurance The Mas6achusetts Bay Transportation ness and which do not have an applica-

professional with Treaty and Facultative experience, primarily in operations throughout the country Your Authority is soliciting for Consultant ble insurance guaranty association

casualty lines analytical, problem solving and commu- Services to provide a Claims Manage-
insureds of Intercontinental are can-

nications skills will be challenged as you ment Litigation Support Information
celled as of 12 01 am on January 12,

A Juns Doctorate, CPCU, or other professional designation is consult with executive management to System to support lt'S General Counsel
1990, unless the same had been can-
celled or have expired prior to such

Advertise in the

preferred
improve operating results Some travel Office's Claims Division, Labor Rela-
Is required tions Directorate's Workman's Com-

date

We are Seeking professionals who pensation Section, Treasurer Control-
TAKE FURTHER NOTICE, that all PROFESSIONAL

Please respond m the strictest confidence with a resume and can show us lers Insurance Section and related rights and liabilities of Intercontinen-

salary to
Operations Directorate divisions The tal, and its creditors, policyholders and

• At east 3 years of health insurance, stockholders, and all other persons in-
health Insurance consulting or related

system will assist the Authority to jet- terested in its assets, are fixed as of
MARKETPLACE

Garry Nelson, President experience
ter administrate and monitor accidents January 12, 1990, unless otherwise pro-

DEVONSHIRE SERVICES GROUP, INC. • Knowledge of financial, marketing involving both riders and employees
ancior operational concepts of health

These accidents result in workman's vided in a subsequent order of the
1851 East First Street, Suite 1400

Court

insurance operations compensation claims, patron and -stander claims, and insurance expen 1-
TAKE FURTHER NOTICE, that all

Santa Ana, California 92705 • Undergraduate business degree or
equivalent experience, MBA preferred

tures

The project will require all services
arveo,nla,conitgent or otheUZ

Reply in confidence. including salary necessary to install a turnkey system to against Intercontinental, or the prop- Business Insurance

history to support these departments while per-
erty or assets of Intercontinental, shall

Box 2594
have the right to present and file with

FOR THE ACCOUNT
mltting related management inforna-

Business Insurance, 740 Rush St tion to be shared The system will in- the Liquidator, proper proofs of claim

Chicago, IL 60611-2590 terface with other Authority systems on or before 4 30 pm, Central Daylight Circulation
and use the Authority's mainframe Time, on Julv 12, 1991, and all con tin-

EXECUTIVE WHO WANTS hardware (IBM 3090 equivalent) All gent claims filed by the insureds of In-data will be entered, processed and an_ tercontinental, and persons laving a
EXPERIENCFD alyzed by Authority personnel SDecific cause of action against such insureds,

Breakdown*
responsibihtles in this project will span must be fully liquidated on or before

BOND PERSONS lhe preparation of project plans, system 430pm, Central Daylight Time, on

development and/or system adaptation July 13, 1992 Such contingent claimsefforts, the production of system speci_ by insureds may be allowed i f such
Commercial Consumers

fications and documentalion, the per- claim is fully hquidated, and the in-

Big City Opportunity
formance of implementation, testing, sured presents evidence of the payment Administrative.

A Best rated "A +" insurance user and technical training and instal- of such claim to the Liquidator, on or CEO's Presidents andcompany has Immediate need lation of system components, and the before such final date and such contin- 2,659

and Accomplishment provision of a period of system mainte- gent claims by persons claimina against
to fill two underwriting and nance and turnover to the MBTA such insureds may be alloweS d'such Vice-Presidents, General
marketing positions m a Nor Firms having the demonstrated capa- persons demonbtrate to the Liquidator Managers and Other Admin-

bilities to undertake this work content that the proofs submitted to the Liqui-
theast Branch Office (not

istrative Personnel 4,006
are Invited to submit ten (10) copies of dator upon such claim satisfy the re-

NYC) Bond Dept Four year a letter of interest together with apfro- quirements of ILLINOIS Revised Stat
utes, 1987, Ch 73, Para 821 by such

Financial:

Hometown Quality -amviwi Filj degree desired One opening priate references to any enclosed ma-
terials which accompany the letter and final date

Chief Financial Officers and

requires 1 3 yearS'experience, demonstrate your firm's qualifications TAKE FURTHER NOTICE, that the Vice-presidents of Finance
to form of, and required contents of, all

of Living the second position requires
2,795

Steven J MacIsaae, Manager, Strategic proofs of claim are described m ILLI
5 + years' experience m both planning

NOIS Revised Statutes, 1987, Ch 73, SeCretarleS, Treasurers,

Fidelity and Surety disciplines Information Systems Services Direc- Para 821 Proofs of Claim, together controllers and other Finan-
torate

with supporting documents, tf any, are cial Personnel 3,842
Send resume and salary Massachusetts Bay Transportation Au- to be filed with, and may be secured

thority from, the Special Deputy Liquidator of
his-ory m confidence to

Headquartered in the Midwest with an impressive client base 10 Park Plaza, 8th Floor Intercontinental Insurance Company, Risk/Employee Benefits:
Boston, MA 02116 In Liquidation, 446 E Ontar 0, Suite Vice-presidents, directors,

stretchmg across the United States, Cottmgham & Butleroffers a
BOX 2595 Firms responding to this invitation 700, Chicago, ILLINOIS 60611 Flhng managers, and other related

not later than 400 pm,on April 13, shall occur upon the receipt of the

unique blend of "big city" career opportunities in a secure
Business Insurance 1990 will be considered for selection Proof of Claim by Liqutdator The Liq- department personnel Of tri-

740 Rush Street providing that as a minimum, the re_ uidator reserves the right to require surance, risk, employee
hometown environment.

Chicago, IL 60611-2590 sponse includes such additional information Ilth re- benefits, personnel, Com-
- history/background and the most cur- speel to any claim filed with him as he

Co/ngham & Butler, a large commercial insurance brokerage An Equal Opportunity Employer renl annual report may deem necessary The Liquidator pensation, pension, safety,
- claims management/litigation sup- further reserves any and all defenses security, Industrial relations,

and self-msurance administrator. is nationally known for its port experience - citing specific available to Intercontinental upon all human resources and em-
projects, clients, and description of filed claims All Proofs of Claim must

mnovation, strong service motivation and dynamic growth. work, and duties be duly sworn to before an Officer au- ployee/labor relations

thorized to take oaths
- MIS erperience - citing specific

10,719

We offer: projects, clients. 1>pe of work, scope/
THE LAST DATES FOR THE FIL-

Looking for a ING OF PROOFS OF CLAIM WITH
Sub-total 24,021

description of work, duration, cost per- THE LIQUIDATOR AND THE LIQUI-
1. Stimulating,ongoingopportunities inacompanywhich formance, and proposer's specific role DATION OF ALL CONTINGENT

Associations 554

has been doubling every 3 years for the past 14 years. candidate to in the project
- application system requirements -

CLAIMS, IS SET FORTH ABOVE NO Government, Unions and
type of hardware, system software, and PERSONS HAVING OR CLAIMING TO Educational Institutions

2. Congenial atmosphere. fill the Job? communications environment(s) sup-
HAVE ANY CLAIMS AGAINST IN-
TERCONTINENTAL INSURANCE

1,417
ported
- Chent references - name, position, ad- COMPANY, OR ITS INSUREDS, Commercial Consumers

3 A scenic river location with a quality lifestyle, an dress, and telephone number of refer_ SHALL PARTICIPATE IN ANY DIS- Sub-total
TRIBUTION OF THE ASSETS OF THE

25,992

excellent educational system, and solid values.
ence, and

Advertise in The firm's Affirmative Action Plan and COMPANY, UNLESS SUCH CLAIMS Insurance Agents and Bro-
Employee Profile

4 One-half day dnve to Chicago or Minneapolis.
ARE PROPERLY FILED, AND IN THE

Consideration for selection shall be CASE OF CONTINGENT CLAIMS kers 10,515

Professional based upon proposed staffing, organi- PROPERLY LIQUIDATED. WITH THE Insurance Companies 7,673

5. Excellent compensation and benefits zation, and specific task related expert- LIQUIDATOR ON OR BEFORE THE Actuaries, Consultants, At-

Marketplace ence, as demonstrated by the successful ABOVE RESPECTIVE DATES

installation of large computerized James W Schacht, Special Deputy Liq- torneys, Adjusters, Apprats-
claims management/litigation supp:rt

uidator ers and Third Party Admin-
and reach system projects Consideration shall istrators 3,800

If you have an extensive and proven Please Introduce yourself
also be given to each firm's Affirmative Others Allied to the Field

155,023 Top Action Plan, as well as its commitment

record as a successful producerof with your resume and com-
to the utilization of disadvantaged bu- BUSINESS OPPORTUNITIES 2,771

L sinesses in Joint venture or as subcon- TOTAL 50,751

large accounts, as well as account pensatlon requirements to: Professionals! sultants

Following an initial evaluation of AIRCRAFT INSURANCE * Source Business/Occu-
stewardship, client retention and John E Butler. President

qualifications and performance data, Access major aviation carriers with a
three or more firms considered to be single modem or fax call Compete with pational breakdown of qualt-

strong sales drive, then I would Cottingham & Butler, Inc. Call 312/649-5340
highly qualified to provide the required rate-screening database, prospect lists fled CIrCulatIOn, May29,

like an opportuntty to explore your P. 0. Box 28
services will be selected for interviews and expert corporate/personal under- 1989 issue, as submitted to
and requested to submit formal propos- writing assistance Write AIMCO Net- BPA for June 1989 BPA

career aspirations with you Dubuque, IA 52004-0028 for details. als work, PO Box 20388, NY, NY 10023
 Thomas P Glynn Publisher's Statement

General Manager
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Airline rates rmlhon," Mr Butler said "That cer- plained that there were "commer- "We are certamly going to put our business-should not hike rates at
tamly does not sound like good busi- cial pressures"-namely excessive ca- rates up and our retentions " the end of the year to the extent that

Continued from page 3 ness and, as a Lloyd's name, it wor- pacity-that led remsurers to decide Mr Dumenil backed up this de- rates were increased m 1986
By the beginnmg of this year, air- nes me very much" not to raise rates at the end of last cision by pointing out that aviation Airlines that can afford rate in-

hnes were still receivmg 50% rate re- The continumg soft aviation insur- year for 1990 aviation reinsurance .underwriters now keep a net reten- creases probably would be willing
ductions on their hull and liability ance market lS forclng aviation rem- programs Therefore, terms were ren- tion of $50,000 and $100,000 per risk to pay if the new rate reflects the
insurance programs, said an airhne surers to take a stand, however ewed for 1990 at the same level as "In some cases it is less than that " airlines' loss experience, Mr Oelssner

msurance manager At the end of last year, malor avia- last year with -the hope that un- That means that all aviation in- said "But don't push us to other
"Rates are now anything from 10% tion reinsurers decided they would derwnters would go back to decent surers participating on an airline's markets" by increasing rates to an

to 20% of their level m 1986," said not back 18-month airline hull and underwriting and would change their account are retaming only 0 75%-or exorbitant height, he warned
Peter Butler, managing director of habihty msurance pohcies and forced minds worldwide" about cutting between $75 million and $10 milhon And, while Mr Oelssner said he

Lloyd's of London broker Nicholson aviation insurance underwriters to prices, he said -of total msured hmits of more than is willing to consider suggestions
Chamberlam Colls Aviation Ltd offer only 12-month policy periods But the underwriters have not $1 bilhon, he said from underwriters on changes to his

And until the last quarter of this (BI, Dec 4,1989) stopped cuttmg pnces, so remsurers Meanwhile, it is taking Insurers up airlme's msurance program, he noted

year, rates are hkely to remam soft, But while aviation insurance un- will have to take action, "because we to seven years to settle outstanding that it will be "carnival time" durmg
sources at the conference agreed derwnters also were wdling to pay cannot afford the cash flow anymore claims from airline disasters, he said the last quarter of the year when 75%

However, "the world airline pre- more for excess-of-loss reinsurance We have losses commg m" from years For example, Insurers still must pay of the world's airline insurance pro-
mium income is hkely to be on the coverage at the end of last year, "they past as well as current policies, but out $991 million in outstanding grams come up for renewal
order of $250 million m 1990 whilst weren't asked to pay more Why "there's no more money coming in claims stemmmg from ma]or aviation Then, underwriters will have two

losses m recent years average some- not?" said a member of the audience through the front door," Mr Dumenil disasters from 1983 to 1989, he said alternatives, he said

where between $800 mllhon and $850 Mr Dumenil of Zurich Re ex- said Mr Dumenil also pomted out that The underwriters could maintain

aviation underwriters depend on the their market share and hope for im-
marine market and to a lesser extent provement in rates next year, or

Drop Warsaw liability limits: Lawye r
the non-mar·me market to write avia- "they could increase rates and be
tion remsurance remembered," he said, meanmg that

But as a result of catastrophes such the airlmes will not forget that un-
as Hurricane Hugo, the California derwriters raised rates

LONDON-U S airlines should lobby. Congress to At the Insurance & Reinsurance Research Group earthquake, the Exxon Valdez 011 "My hunch is that they will do

drop all liabdity limits for International flights before Ltd 's Fifth International Airline Insurance Confer- spill m Alaska, the explosion of the the first-malntam market share," he

it approves another international agreement or a sepa- ence earher this month, Mr Tompkms questioned why Piper Alpha drilling platform and the added

rate proposal that would uphold liabihty limits, urges a the International Aviation Transport Assn supports "great storms that have ravaged Eu- But if there is an upswmg m rates,

leadmg U S aviation attorney approval of the Montreal Protocols and the supple- rope"-not to mention satellite and underwriters should be aware that

Currently, airlines' liability to passengers on in- mental plan
airhne losses-"the non-marine mar- airlines will retain more risk and in-

ternational flights is limited by Article 22 of the War- "Privately, I don't think it makes a lot of sense," ket, for the most part, came out of creasingly use captives such as AMI,

saw Convention of 1929 unless willful misconduct of commented Ralf Oelssner, director of corporate in- writing aviation at the end of last Mr Oelssner said

the airlme can be proven Aircraft manufacturers are surance for Lufthansa German Airlines "Some think year," he said "Is Ralf implying that airlmes are

excluded from the limits that you would open Pandora's box and all hell would "Many reinsurers may have dif- ready to subsidize their insurance

Under amendments to the convention by the 1967 break loose (if unlimited hability were adopted) I don't ficulty surviving these losses," Mr costs" by using captives? an un-
Montreal Agreement, airlmes' hability for international think that would happen " Crawford said derwriter asked

flights making a stop m the United States is limited to Another airline insurance manager, who also sup- And, those that do survive will "Captives arise when the price is

$75,000 per passenger ports unlimited hability, said, "Isn't it a compromised want to "claw back" money and re- not right and when the product is

But the U S Department of Transportation iS seek- way to save the Warsaw Convention where the Imut is strict coverage, he said "Adequate not right," Mr Oelssner said "It is
ing Senate ratification of the Montreal Protocols, an- Just one feature? I'm not a defender of the hability premium has to be paid for the cover, a type of self-defense "

other international agreement drafted in 1975 that limit, but maybe lt lS a good way to save the rest of (but) the lack of profitability is more However, the underwriter said he

would increase the per-passenger liability limit to Warsaw " likely to lead to a reduction m capac- believes that AMI and other airline

100,000 Special Drawmg Rights ($129,800 at current Hearing these positions, Mr Tompkilib told con- ity and in the amount of coverage of- captives can offer only a limited

exchange rates) ference attendants "These views are not expressed fered " amount of capacity to airlines "Un-

In adcition, early last year the Transportation De- to the Senate and they should be I'm not in favor of But Mr Oelssner of Lufthansa derwnters shouldn't consider this to

partmen: proposed a supplemental compensation plan losing Warsaw either, }ust Article 22 But the air- warned that underwriters-who still a great extent to put their own

to provide unlimited recovery for economic damages line industry (m Washington) is advocatmg that they are vigorously competing for airline houses in order," he said .

only for U S citizens and residents on international need the liability limits to help their growth The Sen-
flights, subject to a per-mcident, per-aircraft limit of ate needs to be told otherwise"
$500 million (BI, March 27, 1989) One aviation risk manager at the meeting ques-

In November, at a "brief and sparsely attended" tioned whether an unlimited liability system would
hearmg, the Senate Foreign Relations Committee de- increase airlines' insurance rates Insurance services guide
cided to extend the supplemental plan to encompass "Different awards would be made m different coun-

non-economic damages as well as economic damages, tnes," answered Peter Crawford, managing director of
said George Tompkins, a partner with the New York Aviation & General Insurance Co Ltd "So the rates
law firm Condon & Forsyth wlll depend on the number of domestic passengers on Advertise in InPhoto Surveillance

"It appears from this hearing that the Bush ad- board and the number of International passengers "
ministration vigorously supports ratification of the Whether rates nse "depends on the time that (un-

The Insurance Services Guide
FAX your advertisement for the next Issue

(Montreal) Protocols and adoption of the supplemental limited habillty) comes to the market," added a Lloyd's
USA

FAX: 312/280-3189
compensation plan," he said aviation underwriter "You can't say there won't be an PHONE: 312/649-5340 --#.4/ 800-822-8220

But Mr Tompkins, a leading airline defense at- extra cost because it Will depend on the state of the Contact Margaret Hikido
torney, opposes the legislation "I question the wis- market at the time But I would like to see the re- to reserve space FAX: 800-752-0720
dom of adopting a 19705 concept on a 1929 treaty moval of limits"
for the next centuly," he said "If the liability limit were removed, what impact

Instead, he beheves that Article 22 of the Warsaw would there be on airline manufacturers?" asked a
Convention, which contains the hability limits, should Lloyd's broker
be scrapped and replaced with unlimited hability "There would be a reduced amount of litigation

"Litigation occurs because of limits of liability," against manufacturers," said Mr Tompkins "They 139/ Medical, Disability, Dental

he said, contending that most litigation stemming from get dragged into passenger cases where they don't SPEED UP CLAIMS HANDLING •
mtemational airlme disasters m US courts today fo- belong because of the limit of liability" which doesn't

MEDICAL/DISABIUTY
IMPROVE ACCURACY •CLAIMS HANDBOOK 

cuses on ways of avoiding the Warsaw Convention ha- apply to them
MAINTAIN CONSISTENCY •

bility limits -By Stacy Shapiro -«=.....ITILLIrt)/ DEVELOP GUIDELINES •

Comprehensive Reference
Basis for T,aining

Markets
Updates Available

Over 'lle:*6*20/'::ililimili'll1460 pages*A (213) 681.3300
J. P Kennedy Publishing Co

Including 95 f E Green Street, Pasadena, CA 91101
Continued from prevwus page Associates Inc. in Nashville, Temple/Belton Inc. in Belton, index pages =,re '- 10-DAY REFUND GUARANTEE

dition, HRH acquired Gainesville Tenn , acquired Crump E&S Texas merged The companies will
Insurance Agency Inc. in Games- Agency of Ohio The Columbus- maintain their present offices, with
ville, Fla Terms of the transac- based surplus lines agency now op- the Temple office operating under
tions were not disclosed erates under the name Repath E&S the name Keifer Marshall/Anco In- lilli INSURANCE SOFTWARE PACKAGES, INC.

Arnold Benefits Consultants, Agency of Ohio Inc surance *' Value Leaders In Risk Management Sojbvare
an independent employee benefits Maryland Benefit Services Chicago-based broker Asso-
consulting firm in Phoenix, Ariz, Inc., a Baltimore-based benefit ciated Agencies Inc. acquired
merged into the benefits division consulting firm, acquired Bernard American Builders & Contrac-

Full Fun6tion Claims Management Systems
Ideal For Self Irisu;68*TPA'sf*6sociations & Carriers,of Corroon & Black/Arizona in Fish & Associates, a benefit con- tors Insurance Agency of Costa

Phoenix sulting and administration firm in Mesa, Calif ABC, which generates O WORKERS' COMPENSATION 0 MULTI-LINE LIABILITY

Poe & Associates of Texas Inc. Baltimore about $5 million in premium vol- O EMPLOYEE HEALTH BENEFITS O GENERAL LIABILITY

in Houston acquired Bynum, Motors Insurance Corp., a De- ume per year, will move its offices O MEDICAL FEE SCHEDULE & BILL REVIEW O COMMERCIAL AUTO

Beck & Drew, a Houston-based troit-based subsidiary of General and staff to Associated Agencies 0 CORRA

property/casualty agency Poe of Motors Acceptance Corp, acquired Inc of California's location in Ir-
Texas also acquired Beck/William Motors Re Management Corp. of vine, Calif
Schwartz Benefits Inc., a Hous- Burhngton, N J The acquisition Coventry Corp., a managed installations fugast,ILQU*oa Call For A Free Demo Diskette
ton agency specializing in life and will result in the formation of a health care company in Nashville,

Micro & Network Ve,sions Available

employee benefits coverages wholly owned MIC subsidiary, MIC Tenn, acquired Group Health
In addition, Poe & Associates Re Corp, which will combine the Plan Inc. of St. Louis, a health

Inc, the nation's 15th-largest bro- current management and staff of maintenance organization with INSURANCE SOFTWARE PACKAGES, INC
kerage based on 1988 revenues of both companies The new com- more than 107,000 enrollees repre- 5118 N. 56#h Street, Tampa, FL 33610

$35 1 million, acquired Browne & pany, which specializes in automo- senting 600 local employers US BOO) 237-8133 FL (813) 621-6069

Browne Inc., a property/casualty bile physical damage insurance, Chicago-based Aon Corp. ac-
insurance agency in Fort Lauder- will be located in Burlington, N J quired Martin Boyer Co. Inc., a
dale, Fla Browne & Browne's staff Multi-line property/casualty workers compensation and general For advertising Information In the INSURANCE SERVICES GUIDE
will relocate to Poe's Fort Lauder- agencies Keifer Marshall Insur- liability services company with of- Contact Margaret Hekido 740 Rush Street Chicago, Illinois 60611
dale office ance Agency Inc. in Temple, fices in Chicago, Peoria, Ill and St Telephone (312) 649-5340

Surplus lines broker Repath & Texas and Anco Insurance of Louis
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PCB regulation
Continued from page 3
the deadline, "it's hard to say
about all of them.''

Production of PCBs, which
began in the 1920s, was halted in
1979 after the chemicals were
found to be extremely toxic when
burned, However, transformer
owners were allowed to continue
using the chemicals as coolants.

The EPA regulations apply to
both network and radial trans-

formers located in or within 99 feet
of commercial buildings. Under the
regulations:

• All high-voltage PCB network
transformers-480 volts or greater

must be removed or retrofilled
with non-PCB fluids, a procedure
generally known as "reclassifica-
tion," to reduce PCB contamina-
tion levels to 500 parts per million
or less.

• All high-voltage PCB radial
transformers located in or near
commercial buildings must be re-

moved or reclassified, or fitted
with electrical safety devices to
protect against transformer rup-
tures caused by high-current faults
or sustained low-current faults.

• Low-voltage network trans-
formers not located in sidewalk

vaults must be equipped with an
electrical safety devices to protect
against ruptures by high-current
faults by Oct. 1 or removed or re-
classified by Oct. 1, 1993.

• Low-voltage network trans-
formers located in sidewalk vaults

must be removed or reclassified by
Oct. 1,1993.

Federal authorities estimate that

there are a total of 100,000 conta-
minated transformers in the coun-

try, but experts cannot say how
many are in or near commercial
buildings or would be covered by
the EPA regulations.

While conceding that determin-
ing the location and ownership of
each transformer will be nearly
impossible, the EPA spokeswoman
said "inspections will continue."

Most electric utilities, schools,
hospitals, office buildings, shop-
ping centers and municipal build-
ings use transforrners covered by
the EPA guidelines, according to
Ms. Motter.

The cost of replacing cr retrofit-
ting a transformer can vary
greatly.

Most transformers use either as-
karels-fluids that contain PCBs-
or a mineral oil solution manufac-
tured without PCBs that over the

years becomes contaminated with
askarels during maintenance, ac-
cording to Ms. Motter.

Disposal and replacement of an
askarel unit can cost up to $50,000
per unit, and removal can take up
to one year, she said.

Mr. Potenza of Gallagher Bassett
Service also noted that some trans-

formers are "designed and Custo-
mized for specific purposes. Com-
panies may need two years lead
time to get delivery."

But, askarel transformers also
can be reclassified through multi-
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ple treatments with chemicals that
destroy PCBs or by using a small
processor that distills PCBs.

Reclassification of an askarel

transformer generally costs
$20,000 to $30,000, Ms. Motter
said.

Disposal and replacement of
mineral oil units can cost even

more than replacing askarel units,
Ms. Motter said.

Owners of mineral oil transform-

ers instead usually opt for the more
economical option of reclassifying
the units, she said.

Reclassification costs for mineral

oil units vary widely because
transformers can hold between 500

and 20,000 gallons of fluid, Ms.
Motter pointed out. Depending on
the type of fluid used and the re-
trofill process, reclassification
costs 90 cents to $10 per gallon.

Ms. Motter said it can take from

several months to longer than a
year to treat PCB-laden transform-
ers.

Transformer owners that have

bonus miles
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not yet contracted for PCB cleanup
will have their backs against the
wall, Ms. Motter asserted.

Some employers, though, have
been conscientious about meeting
the EPA deadline for PCB cleanup.

For example, Texas Utilities
Electric Co. spent more than $35
million several years ago to either
replace or clean up PCB-contamin-
ated transformers to comply with
the federal rules.

"We put a high priority on it and
got it done," said Mike Williams,
risk manager for the Dallas utility.

Shortly after the EPA issued the
rules, Texas Utilities "changed or
flushed" 350 high-voltage trans-
formers as well as replaced 75,000
contaminated capacitors, Mr. Wil-
liams said.

A changeover of 10 transformers
at Boston City Hospital, begun last
fall, is nearly complete and will
cost the hospital about $270,000,
said Bob Bradley, a project man-
ager for the city.

"We'll make it on time." he pre-
dicted.

Two transformers "were use-

less," and eight others are being
"retrofilled" to remove contami-

nants, Mr. Bradley said.
Tracking down transformers and

determining ownership created a
lot of confusion, according to Mr.
Bradley.

"Once we do find a location, the
biggest problem is determining
who owns the transformer."

But, when the city found trans-
formers that it was able to deter-
mine it did not own and contacted

the owners, their reaction has
been, "We know it's there, don't
worry about it," he said.

"People have them out there and
are looking the other way. They're
hoping they will get bypassed or
skipped over" by the EPA, he said.

Sluggish management was the
biggest obstacle for engineers at
Nashua Tape Products, which is
removing or converting nine trans-
formers, said Dave Keister, a com-
pany engineer.

"It took a lot of requests, but
they finally realized that this was
coming down the road and they
had better do something," he said.

Of nine transformers at the Na-

shua Corp. unit's Watervliet, N.Y.,
plant, four have been replaced and
three have been reclassified so far,
according to Mr. Keister.

The company expects to com-
plete the $200,000 project by re-
classifying the remaining two
transformers by the Oct. 1 dead-
line, he said.
 But replacement or reclassifica-

tion costs pale next to the "tre-
mendous" costs of cleaning up
after either a fire involving fluids
contaminated by PCBs-which are
converted into deadly dioxins
when burned-or a PCB leak, Ms.
Motter pointed out.

For example, a 1981 fire in the
18-story state office building in
Binghamton, N.Y., has cost $100
million in cleanup and litigation
costs, she said (BI, Sept. 24, 1984).

And, when less than two gallons
of PCB fluid spilled from a trans-
former at a Midwest plastics com-
pany, the cleanup cost $460,000,
Ms. Motter said.

The company also lost 1,600
hours of production time because it
had to replace part of the roof,
perform hundreds of lab tests and
incinerate rainwater that fell in
the contaminated area.

"Their insurance company re-
fused to pay the damages," Ms.
Motter pointed out.

Thomas W. jaeger, president of
property loss control consultant
Gage Babcock & Associates Inc. in
Vienna, Va., agreed that cleanup
following a fire involving PCBs can
be lengthy and expensive.

For example, Mr. Jaeger noted
that a museum recently inquired
about the PCB exposure a fire
could cause. He told museum offi-
cials that such an accident could

shut down the facility for years
and ruin its entire collection, I



Bus:ness Insurance, March 19, 1990 / 37

Transit failure collected from more than 330 U S MGA company all had a 'parasitic
agencies and other businesses into a interest," he alleged, explaining that

Cont:nued from page 1 computer system, which began pro- Transit's interest was to generate
gle between the Transit receiver and ducing bills to reinsurers last August, frontlng fees and ceding commissions Insolvency increases
Weavels Last summer, receivership Mr Arnold reported on "non-risk" business, while NUA,
officials lefused to disavow press re- About 50% to 60% of the $130 mil- LUI and Weavers were primarily
ports projecting Transit-related hon Transit has already collected has concerned with generatmg manage- with scrutiny of deals
losses to the Weavers line slip at $300 been from reinsurance recoveries, ment fees and commissions
million (BI, July 10, 1989) with the balance from settlements of Although LUI owned some rein-

Mr Wilson, who had asked the lawsuits and other funds, he said surers on the Weavers 1lne slip-most By DOUGLAS McLEOD
receivership to deny the reports, Most of this money was collected notably Walbrook Insurance Co Ltd
maintamed that losses to the line slip before the computer system became -these companies were in turn heav- WASHINGTON-The insolveney of Carlos I Mirds Anglo-American
will total no more than $60 million operational, Mr Arnold said Insurance Co has grown as new details of questionable transactionsily reinsured, generating more ceding

In an mterview last week, Mr Ar- among the company and its affillates emerge, says a liquidation officialSince August, another $200 million commissions and reducing risk on the
nold said he expects claims against in bills have gone to Transit rein- Transit business, he said The size of the msolvency has grown to about $23 million from the
the Weavers slip to total $100 million surers, including the Weavers line Meanwhile, Russell Re, which $19 million estimated last year, said Fredrick R Tulley, special counsel

to the Louisiana Insurance Departmentto $300 million, calling the $60 mil_ slip, Munich Reinsurance Co and the acted as a Transit MGA from 1978
lion estimate "far, far off the mark " defunct Mentor Insurance Ltd to 1984, was structured in much the So far, the liquidator has recovered about $3 2 million but has been

Transit has just started puttmg to- Overall, the receivership is hoping same way NUA was, with shares held left with more than $17 million in worthless receivables-including
gether loss information it hopes to to recover $500 million to $800 mil- at one time by Transit, Mr Driver, promissory notes and remsurance balances-owed by Anglo-American
use to commute agreements with hne lion in Transit assets, mainly m rein- Mr Wilson and former LUI Director affiliates in Dallas, London and Ireland, Mr Tulley said
slip remsurers, said Mr Arnold, ad_ surance recoverables, Mr Arnold Harold S Weavers, among others, The Louisiana department has sued the affiliated companies and Mr
ding he is "confident" the commuta- said Mr Arnold testified R<hro personally, charging that he used the affiliates to siphon money
tion will exceed $100 million Meanwhile, the estimated size of Although the three LUI officials out of Anglo-American for his own benefit (BI, Sept 11, 1989)

However, Mr Miro has left the country, and the department has beenHowever, Mr Wilson said in his the Transit insolvency has ballooned held a 66 7% Interest in Russell Re
statement that "nothing that the re_ to $3 billion to $4 billion from the $2 from 1978, the holdmgs were not dis- unable to formally serve him with the complaint, testified Mr Tulley of
ceiver has said or done gives us rea_ billion estimated a year ago closed until last year, when LUI re- Taylor, Porter, Brooks & Phillips, a Baton Rouge law firm
son to revise existing reserves of ap- The increase followed a Coopers ported the shares had been trans- Anglo-American of Louisiana is not related to Anglo Amencan In-
proximately $60 million in connec- & Lybrand study of the NUA book ferred unthout payment to LUI (BL surance Co Ltd in London, which participates on the hne slip man-
tion with Transit " of busmess completed last summer, May 22, 1989) aged by H S Weavers (Underwriting) Agencies Ltd (see story, page 1)

"To date, the receiver has largely which found gross losses from NUA's In his testimony, Mr Arnold asked Based on new mformation discovered in the hquidation process, Mr
failed to substantiate its demands for high-nsk excess casualty book could why this controlling interest in Rus- Tulley outlined a dizzymgly complex set of transactions in which Mr

Miro allegedly extracted $2 8 nullion from Anglo-Americanreinsurance recoveries Those com_ hit $2 4 billion, said Mr Arnold sell Re had not been disclosed and
Turnmg a normal remsurance transaction on its head, Anglo-Ameri-panies underwritten for by H S Gross premiums wntten by NUA attacked LUI officials for self-deal- can posted a $15 milhon letter of credit for the benefit of an IrishWeavers comprise only a small por_ for Transit from 1978 to 1985 were mg

tion of the reinsurers still waiting for $2056 million, of which Transit re- "When you factor in Mr Peter Wil- remsurer Mr Miro controlled, Mr Tulley said
The same day the LOC was delivered, the reinsurer used it to bor-the receivership to present claims to tained $144 million aid ceded $191 2 son's and Mr Ronnie Dnver's stock

which the remsurers can respond po_ million to remsurers, he said ownership m LUI, it is evident that row $13 million from Barclay's Bank in London Then, the money was
sitively," Mr Wilson said Receivership officials devoted 'greed and money' actually motivated wired to Anglo-American's parent company, which used it to "repay

Anglo-Amencan for insurance premiums the parent had previously mis-"Like the receiver, the directors much of their earlier testimony to them to engineer the Russell Re and
appropriated, Mr Tulley said This allowed Anglo-American to avoidand officers of Transit's reinsurers Mr Miro, also a former Transit MGA, NUA corporate entities " he said

aie fiduciaries and cannot simply but losses from the Miro operation "These two producing agen- taking a $1 3 milhon write-off related its parent's debt, he said
Meanwhile, Anglo-American had posted a $1 5 nullion certificate ofgive their companies' money away "pale in comparison" to those ex- cies fed millions of dollars of re-

deposit to obtain the LOC However, this asset was lost when the Irishout of fear the receiver will do the pected on the NUA book, Mr Arnold insurance trarisactions to Weavers, remsurer drew down the LOC to repay its $13 rrullion loan from Bar-sort of thing he has done m his state- told the subcommittee last week whose slip moved the ceded rein- clay's Bank The $200,000 left from the drawdown was used to pay Mrments to the subcommittee," he said NUA, formed ln 1978, was owned surance to Walbrook and other
Mr Arnold, meanwhile, denied 37 5% by Transit, 375% by Weav- Weavers slip companies All of these Miro' s personal debts, Mr Tulley testified

Anglo-American did not hold onto the "repayment" from its parentthat he is trying to pressure Weavers ers, 20% by Mr Foss and 5% by transactions were designed to gen- company, he added The $13 mlilion was wired back to London andreinsurers into settling Transit NUA Secretary Barbara K Marrs erate heavy commissions and over- replaced with a $1 mllhon note from Kamel Properties Ltd, secuied by aclaims, and he said he hopes relations NUA board members included Mr rides at several stages which 'fat- mortgage on Mr Miro's Dallas condommium Regulators have not beenwith Weavers are not damaged Wilson, former LUI Chairman C tened profits' for LUI," he testified able to fmd out who owns Kamel Properties, Mr Tulley said"I hope it does not exacerbate it," Ronnie Driver, former Transit Presi- "Transit's underwriting profit and
Mr Arnold said "I did not go to dent George P Bowie, Mr Foss and solvency were clearly secondary " J Albert Kroemer, Mr Miro's Dallas attorney and Kamel's president,

said he is only a trustee for Melvin Stem, Mr Miro's London lawyer MrWashington to throw gasoline on the other company officials Mr Arnold also complained that
fires " Stem is trustee for the undisclosed principal of Kamel Mr KroemerMr Foss and Ms Marrs are now Transit's potential recoverles in a refuses to identify this principal, citing attorney-chent privilege and hisMr Wilson's statement added that officers and own 25% of Chicago- lawsuit against former Transit direc- Fifth Amendment right against self-incnmination, Mr Tulley said"the receiver's decision to attack me, based LUI Management Inc, an un- tors and officers w111 be limited be- The subcommittee earlier asked the U S Justice Department to inves-my fellow directors and our com- derwriting manager 75% owned by cause the msurer's D&O liabllity cov- tigate possible crimes by Mr Miro, Mr Kroemer and otherspanies will not affect our remsurance LUI erage, written by National Union Advocating new federal insurance fraud laws, Mr Tulley outlineddiscussions with the receivership We Under its agency agreement, NUA Fire Insurance Co of Pittsburgh, Pa,
are professionals and our representa- had authority to bind Transit to ex- a unit of American International practices he described as "symptomatic" of corrupt companies

• "Laundering" of assets, by transfemng cash from the insurer out oftives will contmue to act profession- tess liability busmess with hmits of Group Inc, Includes defense costs state or overseas, then transfemng the same money back to the companyally We will honor our legal obhga- up to $10 million per risk, with Tran- within the policy limit and counting it as additional surplustions and erpect the receivership to sit retaining up to 10% and ceding About 40% of the hmits have been In addition to Anglo-American, Mr Tulley cited transactions inhonor theirs " 15% to reinsurers on the Weavers line exhausted by defense costs, accord- which the now-defunct New England International Surety of AmericaLast week's subcommittee heanng sllp and 75% to other reinsurers ing to Mr Arnold, who said discovery Inc secretly transferred $1 milhon to its parent company's Swiss bankwas the first since the February re- The agreement was amended to m- m the case has been stayed during account, later receiving the same cash as a capital contribution intendedlease of the subcommittee's report on crease the binding authority to $25 settlement negotiations to bolster the failmg company (BI, May 1, 1989)solvency regulation and the failures million per nsk and to end the re- National Union prouded D&0 • Bogus or grossly overvalued assets Mr Tulley cited a defunct Loui-of Transit, Carlos I Miro's Anglo- striction on the amount of remsur- limits totaling $15 million under two Slana Insurer whose assets Included a $5 milhon mortgage on a $62Amelican Insurance Co of Louisiana ance placed through Weavers, ac- policies
and other insurers (BI, Feb 26) million Texas property This turned out to be a worthless fourth mort-cording to Mr Arnold's written testi- In his testimony, Mr Arnold ad- gage behind more than $7 9 million in previous liens, he said Mr TulleyIn addition to Mr Arnold's testi- mony vocated new laws that would for- chd not name the company, but he was refemng to the defunct Americanmony, the subcomnuttee heard an of- Mr Arnold complained of NUA's bid insurance company D&0 poli- Lloyd's of Metalne, La, which was ordered liquidated in June 1989 (BI,ficial of the Louisiana Anglo-An*ri- failure to underwnte prudently, set cies to mclude defense costs within July 10, 1989)
can receivership, who described the adequate reserves and monitor un- policy limits Assets of a now-insolvent Wyoming insurer also included a $500,000status of Anglo-American's liquida- authorized reinsurers to ensure that Noting that part of Transit's in-
tion and outlined several practices he adequate letters of credit here posted solvency stems from its Inability to "Indian nation revenue bond," backed by equity in a gold mine that had

not yet been developed, he said Agam, Mr Tulley did not name thedescnbed as common to fraudulently secunng reinsurance recoverables collect from some of ltS 1,400 rem- insurer, but he was refemng to Commercial General Insurance Co ofrun insurers (see related story) Those involved in forming NUA surers, he called for federal accredi- Wyoming, which was ordered liquidated last SeptemberAnglo-American of Louisiana 15 were less concerned with Transit's tation of alien remsurers • Rollover of business from an insolvent Insurer mto successor com-not related to Anglo American In- welfare than with boosting their own Standards should Include a mini- panies After American Lloyd's entered insolvency proceedings, Mrsurance Co Ltd m London, which income through fees and commis- mum of $50 million in capital and Tulley noted, its owners rolled their business over into Oxford Indemnityparticipates on the Weavers hne slip sions generated by the Transit bum- surplus and the fihng of audited fi-
Transit, ordered mto hquidation m ness, Mr Arnold charged Co, a Wyommg company they also controlled, which went under less

nancial statements similar to those than six months later
December 1985, has entered records "The very parties who created the required of U S insurers, he said I

.

DES claim
Continued from page 3 have alleged DES caused utenne de- ing to warn about the drug's po- As a result of the alleged negh- Schwartz of Crowell & Moring inthere lS no-hing in the medical lit- formities, producing cancer and birth tential dangers and by overpromoting gence, the "plaintiff suffered perma- Washington, DC, said "The mereerature to suggest this is a viable defects in daughters of women who DES as safe and harmless
claim " nent damage to his genes and resul- fact that one thing follows anothertook the drug

The spokeswoman would not com- His suit claims Lilly was negligent, tant pain and suffering, incurred does not mean it causes another "
Lilly now faces about 650 suits re- through ltS "failure to test, failure to medical expenses for the care andment on Lilly's insurance Because DES and cancer are not

lated to DES, which the Food and warn, overpromotion of DES and treatment of his daughter in excess of directly connected, "you get into anCompany- officials have said Lilly Drug Administration banned m 1971 failure to report adverse studies re- $250,000 and funeral expenses "was insured until 1969 for DES area of very broad-scale specula-In the latest suit, Mr Roberts gardmg the safety and efficacy " Having marketed and promoted tion," he saidclaims by New York-based Home In- charges he was "chromosomally and Lilly and other drug companies DES in its defective and unreason- Only a small portion of the womensurance Co and Lloyd's of London genetically injured as a result of his conspired to "market the drug de- ably dangerous condition," Lilly lS who ingested DES ever sued manu-and that Lilly subsequently self-in- in-utero exposuie" to DES, which his spite its known dangers and thereby strictly liable, the suit contends
sured this r.sk (BI, June 16, 1980) facturers, he said

mother ingested while pregnant in enrich themselves through the sale of However, Mr Mayessh, the defenseHome would not comment 1949 Mr Schwartz also contends that
diethylstilbestrol," the suit says attorney, said while the cancer that it is unlikely DES manufacturersIt has been estimated that drug As a result of this alleged mutation, DES's safety was misrepresented killed Ms Roberts is rare, it occurs could have predicted this sort ofcompanies earned no more than $10 Mr Roberts' 13-year-old daughter m "advertisements, labeling and lit- regardless of whether the victim, the problem 40 years agomillion in limits to cover DES claims Amy contracted clear cell adenocar- erature," on which Mr Roberts' victim' s parents or the victim' s(BI, April 10, 1989) "If we go back to 1948, when DEScinoma of the vagina, a rare cancer, mother and her physicians relied, the grandparents used DES

Since the synthetic estrogen dieth- and died June 4, 1989 was first used, the Idea that a man
suit alleges

ylstilbestrol was first widely pre- Mr Roberts claims that Lilly "I'm aware of absolutely no sup- would have reason to know that a
The company also made "false, port in the scientific community for product would cause problems in ascribed as an anti-miscarriage drug should have recognized that bodily misleadmg and unfounded" implied that allegation," Mr Mayessh said third generation seems at first blushin the late 1940s, thousands of suits harm to others was likely by fail- and express warranties, the suit says Another defense attorney, Victor E inconceivable," he said .
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Parental leaves and state governments and the fed- leaves of absence would cost, "it Update
eial government $5 billion to $10 would be very expensive for busin-

Cont:nued from page 2 billion annually, the NRC said ess owners," the spokeswoman
Some parents are now "forced to About $16 billion a year is now said Reinsurer results deterioratemake choices they should not have spent on child care by public and The amount would depend on

to make," the NRC said pl ivate sources, including parents, how much a replacement employee WASHINGTON-The combined ratio for 68 U S reinsurers increased
In addition, the NRC recom- according to the NRC was paid, she explained to 107 4% in 1989 from the 103% latio posted by a similar group in 1988,

mended that local goveinments But, the Washington, D C -based A 1987 General Accounting Of- according to a Reinsurance Assn of America survey
and the federal goveinment follow National Federation of Indepen- fice study estimated that provid- The 1989 combined ratio reflects a 77% loss ratio and a 30 4% expense
the lead of some European nations dent Business criticized the report 1ng 10-week leaves of absence with ratio

in guaianteeing quality child care, as being one-sided continued health benefits would In addition, total net premiums written fell 36% to $10 7 billion
but it did not suggest ievenue "This report takes into account cost U S firms with at least 35 em- from $11 1 billion a year ago, the survey found
sources only the child and the family, not ployees at least $102 million an- Sixty reinsurers also reported $767 million in gross losses and

For example, the NRC recom- the business owner," an NFIB spo- nually $228 million in net losses from Hurricane Hugo and $67 million inmended substantially increasing keswoman said "It doesn't look at The NRC expects to make the gross losses and $55 million in net losses from the San Francisco
government child-caie subsidies the real world where business full report, "Who Cares for Bay area earthquake
for poor families exists, too " America's Children? Child Care The reinsurers reported $11 9 billion in polcyholder surplus inImplementing all of the panel's While the NFIB has not esti- Policy for the 1990s," available to 1989

iecommendations would cost local mated what one-year unpaid the public by late April .

EPA delays coverage deadlinesAllied-Signal
WASHINGTON-Several groups of owners and operators of under-

Cont:nued from page l chairman and CEO, said the com- ees to use the managed care net- ground petroleum storage tanks will have an additional year to comply
For example, while Allied-Signal pany looked to chart a new course work, Mr 0'Brien said with Environmental Protection Agency financial responsibility require-

loported that its per-capita health in paying for health cate after ltS Under the plan, all employees ments

care cost foi employees enrolled in costs increased 39% in 1987 enroll in the managed care portion The EPA last week extended the compliance deadline to April
the program 15 $2,450, employers That increase, Mr Hennessy of the plan and select a primary 26, 1991, for petroleum marketers owning between 13 and 99 tanks at
with more than 40,000 employees said, was "unacceptable We re- care physician-or gatekeeper- multiple sites The old deadline had been April 26, 1990
reported that indemnity plan costs cognized the need for a totally new just as HMO enrollees do To re- In addition, petroleum marketers owning fewer than 13 tanks at
leaped 24 2% in 1989 to $3,088 per approach " ceive network benefits, employees multiple sites or those having fewer than 100 tanks at one site, now
employee, a recent survey by bene- According to company project- must contact their network phys- have until Oct 26, 1991, to meet the EPA requirements The former
fit consultant A Foster Higgins & tons, unless Allied-Signal made ician first about any health care deadline was Oct 26,1990
Co Inc found (BI, Jan 29) diamatic changes in the way it of- problem The primary care phys- Also, the deadline for non-marketers with less than $20 million in

In addition, Allied-Signal execu- fered and delivered health care to ician then Will Cooidinate health net worth and for local governments has been extended one year to
tives said last week that the huge its employees, costs would con- care for that employee Oct 26, 1991
cost savings attributable to the tinue to increase at nearly a 20% Employees still have the option Owners and operators of more than 100 tanks were not granted
managed care piogram largely clip thiough 1990, which would to receive health care services from deadllne extensions

have been achieved through paring bring health care costs to $564 a non-network provider without Under EPA rules, owners of underground petroleum tanks with
back unnecessary hospital care million In 1987, Allied-Signal's first going through the gatekeeper, monthly throughputs exceeding 10,000 gallons must secure environ-

For example, hospital stays for health care costs were $355 mil- but their out-of-pocket expenses mental impairment liability coverage with hmits of $1 million per claim
paiticipants in the managed care lion are much highei Owners of smaller tanks must maintain EIL limits of $500,000 per claim
program avelaged 48 days, com- Allied-Signal said it cannot com- For example, employees who use and $1 million aggregate
pared with an average length of pare its current overall health care network providers do not pay de- EPA Administrator William K Reilly said the reprieve was given
stay of 7 3 days for employees and expenditures to its earlier project- ductibles, while emplo>ees who use because many gas station owners and petroleum marketers said they
dependents covered under Allied- ions because the company now em- non-network providers must pay would experience undue hards}ups because of the earlier deadline
Signal's indemnity plan ploys fewer workers an annual deductible equal to 1% However, insurers feel the one-year extension will further reduce

'We believe we have eliminated The course Allied-Signal chose, of annual base pay for individual capacity for underground storage tank coverage
a lot of unnecessary care," Mr Mr Hennessy said, was to pick a coverage and 3% of annual base John Matelski, chairman of MeLean, Va -based Front Royal Group,Duva said single insurer to run a national pay for family coverage which specializes m wnting EIL coverage, called the compliance dead-

He and CIGNA executives also managed care network and to In addition, employees who use line extension a move that "falls out of good common sense Owners can
said the program has improved the guarantee that if cost increases ex- network providers pay fixed-dollar still have accidents that will damage their economic well-being "
quality of care ceeded an agreed-upon percentage, copayments on some services, in-

Mr O'Brien explained that to be the insurer would have to swallow cluding $10 for physician office Subway crash insuredaccepted in CIGNA's HMOs doc- those costs visits and $5 for prescription
tors have to meet detailed profes- Allied-Signal executives said in drugs, while employees who use PHILADELPHIA-The Southeastern Pennsylvania Transportation
sional standards That process 15 1988 that CIGNA was selected be- non-network providers must pay a Authonty has $250 million m property insurance to cover damages from
more likely to assure that physic- cause the insurer offered the best 20% copayment, up tc an annual the derailment of a metropolltan subway train in which three people
ians will be of the highest profes- financial arrangement and it al- maximum of 12% of their annual were killed and 160 others were hurt earlier this month
sional caliber than word-of-mouth ready had established HMO net- base pay including the deductible SEPTA also has a $2 million self-insured retention to cover ha-
communication and other methods works in many of the areas where Aside from lower out-of-pocket bility claims that may arise from the accident However, a 1978
that employees normally use to Allied-Signal had employees costs for using the network, em- state law caps SEPrA's habllity at $1 nullion per incident and $250,000find physicians, he said Besides the risk contract ln the ployees using network providers per person, pointed out Connie Clayton, SEFrA's risk manager

Allied Signal's managed care managed care program, CIGNA also do not have to file claim In the March 7 accident, a rush-hour train with more than 1,000
program offers physicians and hos- also has agreed to pick up health forms passengers smashed into a tunnel wall, causing support beams to
pitals financial incentives to pro- care cost increases-above a stipu- 3erry Jasinowski, president of crush one of its six cars
vide cost-efficient care lated percentage-for Allied-Sig- the National Assn of Manufactur- Arkwnght Insurance Co of Waltham, Mass, a unit of Arkwright

Typically, primary physicians nal employees who are not yet co- ers, said at the press conference Mutual Insurance Co, wrote all of the property coverage for the
participating in the program are vered by the managed care that Allied-Signal's success in con- transit authonty above a $50,000 deductible, Ms Clayton said
paid on a capitated basis-they re- network and are enrolled in an in- trolling health care costs lS a POW- The extent of the damage was not known late last week but will
ceive a fixed fee for each Allied- demnity plan administered by erful example of employers using exceed $1 million, Ms Clayton said
Signal employee that selects them, CIGNA Details of that arrange- ingenuity to battle health care in- The train's motorman tested positive for cocaine use after the acci-
CIGNA's Mr O'Brien said Spe- ment were not disclosed flation (see story, page 3) dent, but National Transportation and Safety Board mvestigators have
cialists are paid according to a fee CIGNA agreed to the risk shar- Mr Duva said the Health Care not determined the cause of the derailment
schedule, while hospital payments ing contract because Allied-Signal Connection will be extended to
are made on a per-diem basis was willing to design a plan that 4,000 more Allied-Signal employ- Suit claims wrongful dismissalMr Hennessy, Allied-Signal's would strongly encourage employ- ees within six months

CHARLESTON, S C -A supermarket cham has fired, as a matter

Searle not liable in lUD suit of policy, an unspecified number of employees just as they were to
become fully vested m a profit-sharing plan, one of the employees
charges m a suit seeking class-action status

MIAMI-G D Searle & Co is not sought unspecified compensatory peal, according to a Searle spokes- Food Lion Inc of Salisbury, NC,is also charged in the suit with
liable for injuries to a woman who damages woman wrongful dismissal in the March 1988 firing of that employee for "gross
claimed she was rendered mfertile Skokie, Ill -based Searle, a Mon- Of an estimated 1,300 CU-7 suits misconduct" and with violating federal law by not offering him and
by the company's CU-7 copper in- santo Corp unit, has lost onlk four filed in the past 16 years, 300 are other workers continued health care coverage as the Consolidated Om-
trauterine device, aUS District of the 20 jury trials in CU-7-re- still pending and the remainder nibus Budget Reconciliation Act of 1985 requires
Court jury has found lated cases since 1974, when the were dropped, dismissed or settled, An employer does not have to extend COBRA benefits to an em-

A six-person jury iuled unani- intrauterine device was first intro- she said ployee who has been terminated for gross misconduct
mously March 8 that the CU-7 was duced Searle voluntarily withdrew the The suit-filed March 12 in U S District Court-seeks $100 a day
not responsible for any alleged in- Three of those cases were sibse- IUD from the market in 1986 m damages for each employee not offered COBRA coverage
jury to Holliday Adams, who quently settled and one is on ap- -By Mark A Hofmann Officials at Food Lion, which is owned by Delhaize Le Lion of

Belgium, could not be reached for comment

Pepperidge Farm faces fines Briefly noted
A Pennsylvania Supreme Court judge has stayed an order dis-

WASHINGTON-The Labor Department lS propos- not properly record these injuries, according to solving the policyholders committee of Mutual Fire, Marine & Inland
ing fines totaling $638,500 against Pepperidge Farm OSHA Insurance Co. pending the committee's appeal of the dissolution
Inc fot 133 alleged willful violations of record keeping In addition, the company attempted to discourage order A New York state judge has ordered the New York Insurance
and ergonomic standards at its Downers Grove, Ill, employees reporting CTD-related inlurles from filing Department liquidation bureau to show cause why a court-appointed
plant workers compensation claims by telling them that referee should not hear questions relating to the estate of defunct Con-

The proposed fines follow a six-month Occupational those injuries were not work-related, OSHA alleges stellation Reinsurance Co. and why a formal creditors' committee
Safety and Health Administration investigation In December 1988, OSHA proposed $1 38 million in should not be organized The liquidation bureau is pressing a plan to
prompted by an employee complaint fines against Pepperidge Farm's Downington, Pa, commute Constellation's contracts, while some creditors have expressed

OSHA alleges that within the last two years, 20 em- plant for similar alleged violations Pepperidge Farm an interest m acquiring the reinsurer's assets and liabilities (BI, Jan 22)
ployees of Pepperidge Farm, a subsidiary of Camp- still is contesting those proposed fines A hearmg is scheduled for tomorrow India's Supreme Court has
bell Soup Co in Camden, NJ, have been diagnosed Campbell Soup considers the new charges "without approved an intenm compensation plan under which the government
with cumulative trauma disor ders caused by repeated merit" and will "vigorously" contest the proposed will pay $12 a month to each of the 500,000 people who hved near the
awkward or forceful hand and arm or bod> action fines to the Occupational Safety and Health Review mte of the 1984 Bhopal gas disaster and $44 a month to each of the

At least 19 other employees have required surgery Commission, a spokesman said 3,110 people disabled by the leak
for CTD-related injuries, but Pepperidge Farm did -By Adnenne Locke



Stable to rising premiums Bi Insurance Index
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should help brokers in 1990
By LEONARD M. WILSON equally plausible scenario M&M posted flat pretax earnings for the

The figures also indica:e that brokerage full year, but fourth quarter compansons 560
Special to Business Insurance commissions would advance markedly if pre- showed a clear acceleration with a 8% ad-

THE PUBLICLY OWNED insurance bro- mium rates, instead of exerting a drag, were vance in pretax results In an adverse prop-
keis finished 1989, the soft market's to become only a neutral factor erty and casualty climate, the company 555

third year, in something less than a blaze of New business production did not falter in enloys a distinct advantage from a strong
glory, notwithstanding growing optimism the fourth quarter Gross new business for position in consulting, which grew 14% in
over the course of premium rates Results for most brokers was up in the area of 15% over 1989

550

the fourth quarter were aided, to be sure, by the prior year's book of business, while lost Earnings for Alexander & Alexander Ser- *4 4 e 0' 40' 4 4 4an evident easing in com- business remained around 5% As a conse- vices Inc declined in both the fourth quarter
petition But operating quence net new business amounted to 107o and full year The company could point to a
comparisons continued to The steadiness in new business production successful cost-containment program in ad- Base- 100 on Dec 29.1978be burdened by market remains a bulwark of progress for all the dition to brisk new business as the ingre- _Source Nordbylaterndonall»

\ conditions that restrained brokers It attests to the efficacy of broad dients for pronounced gains in an environ- insurance industry stocks crept upwards last
revenue gains geographical reach and comprehensive ser- ment of better pricing

The pace of growth in vice capabilities Fred S James & Co Inc, in line with the week, as the Bus,ness /nsurance Index rose 3.1
brokerage commissions Reinsurance brokerage was the proverbial group, showed only narrow revenue progress points to 573.0 on March 16, from 569.9 on
improved in each sue- mixed bag Pricing was by all accounts fairly Notably, profits increased moderately with March 9. Advancing issues were led by
cessive quarter, and rate stable But the hoped-for decline in primary close attention to costs James-now called Lawrence Insurance Group, up 14.3%; Frank B.
competition abated in in- retentions has not yet materialized Cata- Sedgwick James Ltd (BI, Jan 15)-might Hall & Co Inc., up 12.5%; and U.S. Healthcare,

Mr Wilson tensity through the year strophic losses in the U S and recently in benefit as much as any of the public brokers up 11.4%. Decl,ners followed AmBase Corp.,
This trend has boosted Europe have firmed some sectors of reinsur- from rising rates since the company comes down 7.6% (see story, page 1), Tokio Marine &

hopes fol a turn in pricing In the figures ance, we gather Nonetheless, liability cov- close to being a pure U S insurance bro- Fire Insurance Ltd., down 73%; and NAC Re
below, we have incorporated estimated erages are still competitive kerage Corp., down 68%. The most act,ve,ssue during

changes in domestic retail commissions and Benefit consulting grew strongly again in Corroon & Black Corp recorded modestly the per,od was Sears Roebuck & Co. (Allstate),
pI emium rates on a quarter-by-quarter the quarter, as it had for prior periods Con- lower results for the quarter and the full 3.1 million. The 8/ Index gained 0.5%, the Dow
basis sulting has gained steadily in relative impor- year Reinsurance brokerage was a signifi- Jones 30 Industrials were up 2.2%; the Stan-

• For the first quarter of 1989, public bro- tance during the past three years as property cant laggard The industry's most active ac- dard & Poor's 500 grew by 1.2%, and the New
keis' retail commissions were down an esti- and casualty commissions have stagnated quisition program also penalized operating York Stock Exchange Composite gained 0.9%.
mated lg compared to the first quarter of Marsh & MeLennan Cos Inc illustrates the performance, but appreciably enhanced par-
1988, while piemium rates were down an es- point The company'ss consulting revenues ticipation in targeted lines and geographical British Issues
timated 149 from the year-earlier figures stood at $193 8 million, almost a third of markets 1 Week

• Estimated second-quarter retail com- total fourth-quarter revenues of $592 1 mil- Arthur J Gallagher & Co closed 1989 with
March 15 Pnce P/E Div Yield High-Low

missions showed no change compared with lion Full-year consulting revenues were a a profit gain in the fourth quarter and was Companies pence pence % pence pence

the second-quarter of 1988, while premium staggering $754 million While profit mar- able to achieve a creditable rise in earn- Comml Union 466 21 5 28 7 62 468 -463

rates were estimated to be 139 lower gins tend to be skinnier than for most bro- ings for the full year With revenue growth of Genl Accident 1040 159 667 64 1040-1010

• In the third quarter, retail commissions kerage activities, consulting has the virtue of 15% for the year as a whole, Gallagher de- Gdn Royal Exch 228 190 15 3 67 228-226
were up an estimated 39 compared with a immunity to the property and casualty cycle, monstrated the momentum of its new busi- Royal 468 252 340 73 470-465

year eailier and premium rates were down and, driven by the complexities of society, ness production and the steadying effect of Sun Alliance 295 110 170 57 295-291

by an estimated 109 over the third quarter of seems able to expand at a predictable 10% to ltS leading-edge self-insurance activities Brokers

1988 155 annual pace Quarterly reports provide a window for Bradstock 247 174 100 40 247-247

• Foui th-quai ter retail commissions Overall, fourth quarter comparisons suf- making }udgments about upcoming operat- CE Heath 530 149 345 65 538-427

showed an estimated 67 increase over the fered from the anemic rise in revenues Ex- ing performance On the strength of the Hogg Robinson 149 104 97 64 154-148

year-earlier period, while premium rates penses have been kept tri check by all the fourth quarter, the brokers should sustain Lloyd Thompson 268 17 9 9 3 3 5 268 -268

dropped an estimated 76 from the fourth- brokers, but they still advanced in most in- new business in 1990, keep a tight rein on PWS Holdings 60 94 33 56 61 -59

stances at a faster rate than revenues Stable costs for the third consecutive year, and ben- Sedgwick Grp 263 198 160 61 263-258
quarter of 1988

Extrapolate the trend, and 1990 becomes a headcounts and relatively low general infla- efit from a less hostile rate environment
Steel Brri Jones 288 180 153 53 288-288

Willis Fater 254 179 153 60 258-254

year of stable-to-rising premium rates tion account for good performance on the What seems unclear is whether the prop- Source Philip Olsen/Paul Hodges Insurance Industry
That's what the optimists hope At this junc- cost side Implied in the restrained growth in erty/casualty insurance market can make a Specialists Kilcal & Ailken Stockbrokers,

ture, though, a stall in the march toward staff lS solid gains in productivity, which has complete shift from price competition to London

a firm market cannot be ruled out as an accommodated the addition of new business firmness in 1990

Bi Industry Stock Report
MARCH 12, 1990 THROUGH MARCH 16, 1990

Mkt Bk Weekly Year to Date Annual
M kt Bk

Pnce % change
Weekly Year 1 AnnuaL.w96 change

o Date

High Vol (000) $ Div % Yield P, E Book value value Price % change % change High Low Vol (000) $ Div % Yield P,E Book value value
BROKERS Lai/ence Insurance Group ASE 8.00 1429 1228 8.00 650 5 028 350 15 3.29 2.43

Libeny Corp NYS 4763 2.42 1206 47 75 3250 25 0.92 193 18 31 82 150

Alexander & Alexander NYS 27.00 141 1429 34 00 24.00 270 100 =70 19 918 2.94
lincoln National NYS 55.00 2.09 984 6288 4675 234 260 473 9 4919 112

Corroon & Black NYS 3388 112 1144 4100 3100 221 136 201 16 1273 266
NAC Re Corp OTC 3263 6.79 10.00 4100 23.88 511 020 061 13 2281 143

Gallagher Anh r J & Co NYS 2463 2 07 051 2650 1763 54 060 2.44 17 533 462
Navigators Group OTC 3150 000 1455 31 50 21.75 8 000 000 11 1522 2.07

Frank B Hall NYS 1250 1250 450 250 153 0.00 000 2 2.80 121
338 Nobel Insurance LTD OTC 2.00 3.20 0.00 500 150 16 0.00 0.00 0 776 0.26

H,lb Aogal & Hamilton OTC 1525 000 1812 2063 1100 51 028 184 20 460 3.32
NWNL Companies OTC 3100 159 2152 4413 2650 547 120 387 6 37.50 083

Marsh & MILe,nan NYS 7013 4.59 10.10 8975 5863 1207 248 354 17 1056 664
Ohio Casually Corp OTC 49.50 2.06 366 52.50 34 75 951 2.32 469 10 3330 149

Poe & Associa es OTC 1300 6.12 189 1300 800 1 040 308 16 189 6.88

BROKERS AVERAGE

Old Republt Int 1 OTC 2413 0.00 585 30.38 22.50 130 0.72 2.98 5 30.70 079

27 63 27 15
Orlon Capital Corp NYS 1975 125 1505 2850 1850 98 084 425 6 19 72 100

Phoenix RE Corp OTC 1150 5.15 1154 1550 8.75 19 020 174 88 1299 089

CONGLOMERATES & HOLDING COMPANIES Protective Lile Corp OTC 14.25 755 0.00 1625 10.88 79 068 477 9 14 54 0.98

Prov,dent Lili OTC 23.13 107 1063 30.13 2025 307 080 346 7 2324 100

Berkley W R Corp OTC 37.75 258 931 46.50 2925 97 0 40 06 8 25.06 151 Re Capital Corp ASE 1263 100 1293 1525 9 75 9 0.00 000 11 1260 100

Berkshire Hatraway Inc NYS 710000 405 17 68 8900 00 4625 00 0.00 000 27 2869 00 2.47 RLI Insurance Corp NYS 10.00 127 1268 10.38 688 21 040 400 7 1071 0.93

ITT {Hartford Group) NYS 5363 183 1044 64 50 5100 1345 160 298 8 56.33 0 95 St Paul Companies OTC 6150 041 2.50 6350 4625 1989 240 390 8 43.47 141

Sears (Allstate) NYS 4188 152 8.06 4813 3650 3118 200 478 10 3775 111 SAFECOCorp OTC 36.75 167 7.55 4238 2563 796 1.20 327 8 2487 1 48

CONGLOMERATES AVERAGE 17 22 13 SCOR U S Corp NYS 1188 5.00 1667 1450 825 72 0 40 3 37 15 1061 112

73

Se,bels Bruce Group OTC 1063 625 230 1363 875 84 0 80 7.53 2 13 75 077

INSURERS/REINSURERS
Selective Ins Group OTC 1850 263 3.27 2025 1550 176 0.96 5.19 6 1572 118

Statesman Group Inc OTC 2.25 0.00 1818 3.63 188 112 0.16 711 6 419 054

Tok,0 Manne & Fire OTC 54.25 7.26 28.03 82.00 54 25 22 0.92 170 23 7093 0.76

Aetna Lili & Casualty NYS 5063 125 1272 6250 4850 675 276 545 9 5811 0.87

Torchmark Corp NYS 50.38 100 1201 58 75 32.00 429 140 2.78 13 1323 381

Ambase Corp NYS 763 758 3960 1638 7.38 439 0.20 262 3 29.08 0.26
Transamer,ca NYS 39.38 194 1176 48.00 33.00 405 192 4.88 9 34.63 114

American Gereral NYS 31 50 3 70 382 3850 28.13 592 156 495 10 3468 091

Travelers Corp NYS 34.38 0.73 6.78 45.00 32 00 579 240 698 5 44 85

Amencan Heritage NYS 23 25 000 1842 2463 1950 1 092 396 12 2260 103
Tienwick Group Inc OTC 20.38 2.98 1641 26.88 13.75 125 0.36 177 15 1691 120

American Indemnity/Fin t OTC 6.75 000 1563 1300 675 3 056 330 2 1738 0.39
United Fire & Casualty OTC 30.75 0.82 6.82 34 50 29 00 1 120 3.90 10 22.56 136

Amer,can Inte national NYS 9525 091 972 11200 76 25 1080 048 350 11 4192 2 27

USF&G Corp NYS 3000 213 127 34 CIO 2688 1314 292 973 38 2287 131

Aon Corp NYS 3675 000 13.27 43 25 28.38 184 140 381 10 1962 187

UNUMCorp NYS 4575 427 419 5138 2925 194 0 60 1 31 10 3120 147

Argonaul Group OTC 69 75 45 127 71.50 5125 36 160 2.29 8 3683 189

USLIFE Corp NYS 3925 0.00 1326 48.13 3825 153 1 48 3.77 5 5434 072

AVEMCO Corp NYS 2413 0.52 103 27 50 20.38 21 0.40 166 16 9 52 253
Washington Nattonal NYS 2413 0.52 1460 2913 2363 35 103 448 3290 0.73

Baldwin & Lycns Inc OTC 20.75 000 3.49 2400 1575 33 028 1.35 7 20.80 100

USLICO Com NYS 22.50 0.56 526 2538 2100 32 1 00 4 44 6 27 73 081

Belvedere Co p ASE 475 2.56 1364 638 425 7 004 084 7 8.03 0.59
Zenith National Ins NYS 1663 0.75 1133 2150 1400 22 084 505 0 1381 120

Chandler Insurance OTC 963 132 1809 1325 700 851 0.00 000 5 953 101

Chubb Corp NYS

INSURERS/REINSURERS AVERAGE 04 77 35 115

10088 037 522 102.75 64 00 763 264 262 10 55.49 182

CIGNA Corp NYS 5150 024 1452 66 75 45 25 N n 5 1 j C S HEALTH MAINTENANCE ORGANIZATIONS
CNA Financial C/p NYS 75.38 255 2463 10875 5850

Conlinental CIP NYS 3063 3.38 239 38.63 25 75 863 260 849 11 4136 0 74

Durham Corp OTC 30.00 000 2.44 3475 2900 18 0 92 3 07 15 2632 OTC 18.00 909 1529 2638 1050 1384 0.00 000 6
1.14 FHPInternational

354 508

Fireman s Furd NYS 32.25 0.78 8 51 4075 3000 1157 068 2.11 47 32.74 099 HMO Amenca Inc OTC 6.13 2.00 20.97 1063 138 247 000 000 95 112 547

Fremont General Corp OTC 2063 000 248 2250 1438 91 080 388 9 1909 108 Pacilicare Health Sys OTC 2175 482 1635 30.38 10.75 119 0.00 000 6 6.35 3 43

Frontier Insurance Group NYS 1938 333 473 2175 1163 19 000 000 8 729 266 Saleguard Health Enter OTC 688 3.77 1912 1250 5.13 74 0.00 000 11 2.99 2.30

General RE Corp NYS 8463 188 5.97 9625 6225 838 152 180 13 2904 2.91 Sierra Health Services ASE 7.38 351 1690 963 213 34 0.00 000 20 062 1190

Hanover Insu awe Co OTC 2950 129 328 3300 25.75 32 0 44 149 7 3203 OTC 975 250 2041 1263 6.25 615 0.00 0.00 12 034 2868

0.92 United Healthcare Corp

Harleysville Croup OTC 2463 103 1045 2875 1950 43 060 244 8 1894 1.30 United Medical Corp ASE 7.75 164 2917 8.25 5.38 11 0.00 0.00 25 5.70 136

Hartlord Slea-n Boiler OTC 5625 321 369 5925 3850 155 160 284 15 1894 2.97 U S Healthcare OTC 1225 1136 1404 1550 8 50 0 0.28 229 0 3.07 399

Kansas City Lile Ins OTC 35 75 070 035 36.00 33 25 3 112 313 10 3922 091 HMOs AVERAGE 37 117 03 2

Kemper Corp NYS 3850 191 18 52 51 88 2950 357 092 239 9 2997 128 ALL COMPANIES AVERAGE 08 80 30 104

System design Nordby International Inc.
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Not exactly. But as America's largest accident and health reinsurance facility, we've set the course since 1967.
That's when welaunched theAmericanAccident Reinsurance Group (AARG), assuming such special risks

as high limit accidental death and dismemberment, war risk, aviation accident, trip travel and other hazardous
coverages. Today it's also one of the largest providers of excess medical business.

If you'd like to know more about AARG, or any of our flexible, innovative programs, call our offices in
Atlanta, Chicago, Dallas, London, New York, Philadelphia, Portland, Maine, San Francisco, or Seattle.
We'll help you enjoy smooth sailing. DUNCANSON & HOLT, INC. By any measure, first in the field. dh


