-ASTA , /IA- ring the company from removing any
assets from the state or writing or renew-
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lowa insurer's demise

By JERRY GEISEL

MARCH 7, 1983

update

Aetna's American Excess

stops underwriting operations

NEVWVVW YORK-Aetna Life & Casu-
alty Co. announced last week that its
New York-based American Excess In-
surance Co. affiliate would cease un-
derwriting. It attributed the decision
to conditions in the excess/surplus
market.

American Excess, a subsidiary of
American Re-Insurance Co., wrote
about $15.2 million in gross premiums
during 1982, all of it excess casualty

and LEN STRAZEWSKI

DES MOINES, lowa-The first collapse of a licensed domestic
health and life insurance company in lowa could leave thousands of
policyholders with millions of dollars in unpaid medical bills.

While the failure of lowa State Travelers Mutual Assurance Co. of
Des Moines is directly linked to the failure of its reinsurer, the un-
derlying cause of its demise was its entry into the multiple employer
trust health insurance market, state regulators say. Insurance de-
partments in three states are now sorting out the pieces.

Late last month, the lowa Department of Insurance took over
lowa State Travelers after determining that the 101-year-old com-

pany was insolvent.

The department also obtained a court order that bars the insurer
from doing any new business or renewing

business.

/High claimtCh

(Low rates

By STEPHEN TARNOFF

Entirecontentscopyright 1983 by
Crain Communications Inc. All rights reserved

turer must look at it very carefully,

Continued on next page

Asbestos defendants

to go after government

said Jerold

Oshinsky, an attorney for Keene Corp. with the Wash-

preme Court decision that makes it easier for them to

In California, where lowa State Travel-
ers insured at least two and possibly three
multiple employer health insurance
- trusts, the California Insurance Depart-

torneys say.

-4 ment issued a cease-and-desist order bar-

ing business.

B-j And in lllinois, where lowa State Trav-

elers directly underwrote group health
-\*Z * and life insurance rather than work
through a MET, the state Insurance De-
partment won a conservation court order
Feb. 25 that gives it the authority to attach
assets to pay an estimated $1 million in outstanding claims for nearly
32,000 lllinois policyholders, according to Assistant Insurance Direc-

Graphic: Amy Palmer

tor Richard W. Carlson.

The lowa Insurance Department is trying to find a buyer for lowa
State Travelers, which has about $11 million in assets and $23 mil-

By LEN STRAZEWSKI

Competition, expense cohtrol and corpo-
rate upheaval are following the public insur-
ance brokers into 1983.

With Fred S. James & Co. Inc. and Rollins
Burdick Hunter Co. reporting results
through their new corporate parents (Bl,
Nov. 15) and Alexander & Alexander Ser-
vices Inc. delaying release until this week,
only five publicly held brokers have so far
issued their year-end and fourth-quarter fi-
nancial data.

And the tale the reports tell, with few ex-
ceptions, is a story filled with economic
pressure and disappointment.

"Certainly the fourth quarter was disap-
pointing for all the brokers, with the excep-
tion of Marsh & McLennan Cos. Inc.,"” ob-
serves Thomas Rosencrants, brokerage in-
dustry analyst for William Blair & Co. in
Chicago. "Marsh said it would increase earn-
ings in the fourth quarter and it did."

Other large brokers, however, continue to

INSIDE:

INnhhe 72 decisionm
could change the
course of asbestos liti-

eases, they contend.

In addition, the de- Graphic Jim Bakasetas
cision could have a great impact on litigation involving government because almost all federal judicial circuits
other toxic substances as well as on tort suits against interpreted the Federal Employees Compensation Act
companies filed by injured federal civilian employees to preclude such suits.
where government responsibility is alleged.

recover damages from the federal government.

The high court's Feb. 23 decision in Lockheed Air-
craft Corp. vs. the
United States will
likely prompt the de-
fendants to press (/-
thousands of lawsuits 2
against the govern-
ment that were pre-
viously barred, at-

getting
P.Ci_—
— B =
VZ Corp-

U.s™.

gation and could force
the government to
play a larger role in

compensating victims
of asbestos-related dis-

imr paniees thhat are suaed

WASHINGTON-Defendants in asbestos litigation ington firm of Anderson Baker Kill & Olick. "A major
are reassessing their legal battle plans in light of a Su- barrier has been removed."

Companies like Keene, Manville
Corp. and Commercial Union Insur-
ance Co., which have been leading
the drive to make the government
share liability for asbestos claims,
have all indicated the decision

could be an important step in
the government to con-

tribute.
T The Lockheed decision,
defense attorneys say, spe-

cifically permits com-

by federal civilian
employees in tort
cases to seek contribu-
tion or indemnity
fronn the federal gov-
ernment. Prior to the
decision, such com-
panies seldom could
successfully sue the

Although the case did not concern asbestos suits, at-
Already some asbestos defendants and insurers say torneys contend it is particularly applicable in asbestos

they will file more cross-claims against the government claims where thousands of former government em-

Continued on page 29

as a result of the decision.

"We're going to do it, that's for sure,” said an insur-
ance company attorney who asked not to be identified.

"It is a very important decision and every manufac-

Old worries still haunting public brokers

show signs of corporate trauma.

For example, although he said Corroon &
Black Corp. "didn't do too badly," it's not yet
known what effect the problems at Lloyd's
brokerage Minet Holdings P.L.C., in which
C&B has a 20% stake, will have on the U.S.
broker's profits.

Lloyd's of London and the British govern-
ment are investigating alleged improprieties
in reinsurance contracts arranged by two of
Minet's underwriting subsidiaries (Bl, Dec.
13). The problems are similar to the better-
known troubles at A&A's British subsidiary,
Alexander Howden Group P.L.C.

C&B isn't the only U.S. broker with non-
brokerage problems, Mr. Rosencrants points
out, explaining that Frank B. Hall & Co.
Inc.'s year-end results were hurt by the "ex-
pense levels and costs related to its battles
with Ryder System Inc."” Ryder had sued
Hall over the broker's 1981 acquisition of
Jartran Inc., another truck-leasing company.

In addition, some of the problems suffered
by brokerages aren't showing up in public, he

ployees have sued asbestos companies for injuries they
contracted through on-the-job exposure to asbestos.
According to one estimate, as many as 8,000 of the

Continued on page 26

Year.end broker results

(in millions)

0.0- re—mnu-

Corroon & Black $172.1
E.H. Crump 52.1
Frank B. Hall 364.9
Marsh & MclLennan 924.3
Poe & Associates 25.8

points out.

"Knowing the business of Fred S. James
and RBH, | doubt that they could have had a
good fourth quarter, either."

Aside from the outside forces, the pressure
exerted on the brokers by the competitive
commercial insurance market is continuing
unabated, Mr. Rosencrants says.

"There are still no real signs that the com-

Package policies combine
property, liability coverage

Page 3

Y% chan- Net Income % change

8.6 $16.7 14.1
61.6 2.6 68.6
3.2 24.0 -21.1
9.1 120.4 0.2
33.3 1.4 11.9

mercial insurance pricing situation has
changed, so for 1983, expense control will be
the real issue for the brokers," Mr. Rosen-
crants points out.
That doesn't mean that 1982 wasn't a year
for expense control.
Despite tight internal reviews, selected
layoffs of internal service personnel, a new
Continued on page 31

Cox leaving CIONA

to do what | want’

Page 3
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Aetna closes American Excess

Continued from previous page
policies, according to Kevin J. McGuinn, a home office senior casu-
alty staff underwriter who was among those fired.

An American Excess official said that American Re was trying to
absorb as many American Excess employees as possible and would
be as "helpful and generous as possible with the remainder,"” who he
estimated at about 50 workers.

Aetna acquired American Re and American Excess in 1979 during
the excess/surplus market boom.

The closing of American Excess, which took effect Feb. 28 and
applies to its Am-Re Brokers unit, will not affect any outstanding
quotes, said T. Darrington Semple Jr., secretary and resident coun-
sel. He added the insurer would continue to service existing policies.

"It's an unfortunate decision, but you know how the excess mar-
ket has been," Mr. Semple said.

Age discrimination barred

WASHINGTON-State and local governments generally cannot
force their employees to retire before age 70, the Supreme Court
ruled last week.

The court ruled 5-4 that Congress was within legal bounds when
in 1974 it extended the Age Discrimination in Employment Act to
include public employees. That law bars age discrimination against
workers until they reach age 70

Panel OKs Social Security bill

WASHINGTON-The House Ways and Means Committee last
week approved legislation to shore up the Social Security program,
but only after agreeing to impose FICA taxes on some employee
benefit plans The measure now goes to the House floor where a
vote is possible this week.

The committee voted to make contributions to salary reduction
and flexible benefit plans subject to Social Security taxes, to tax a
portion of Social Security benefits for middle-class and well-to-do
retirees and to accelerate future payroll tax increases.

In addition, it voted to expand coverage to all non-profit employ-
ers and new federal employees. Local and state governments would
also not be allowed to drop out of the program.

Bermuda drops tax proposal

HAMILTON, Bermuda-Bermuda-based insurers breathed a sigh
of relief last week when Finance Minister David Gibbons an-
nounced he will drop plans to impose a 5% payroll tax on foreign
cornpanies.

Announcing a $165.5 million balanced budget, Mr. Gibbons told
Parliament that the plan, included in last year's budget, would af-

feet Bermuda's competitiveness with other offshore domiciles and
was "not advisable.”

Washington comp law upheld

WASHINGTON-The District of Columbia has the right to enact
its own workers compensation law, the Supreme Court says.

The high court last week declined to review-and thus let stand
-a federal appellate court decision that affirmed the city's right
under home rule legislation to pass a workers compensation statute.

The case dates back to 1980 when labor groups went to court to
overturn the city's new work comp law. Opponents said the city
lacked the authority to amend its then-current work comp system,
which had provided benefits identical to those set by the federal
Longshoremen's and Harbor Workers' Compensation Act.

The District of Columbia law, which went into effect last year
despite the challenge, reduced the maximum weekly benefit to in-
jured workers to $396 from $496 and capped benefit increases at 5%
a year. City officials say the new law will save employers $50 mil-
lion this year.

South Dakota passes bank bill

PIERRE, S.D.-Gov. William Janklow has until mid-March to
decide whether to sign a bill that empowers state-chartered banks in
South Dakota to enter the insurance business as underwriters and
brokers (Bl, Feb. 28).

The bill, bitterly opposed by the insurance industry, was approved
by the state Legislature Feb. 28.

The measure's opponents, including the Alliance of American In-
surers and the Independent Insurance Agents of America, warn that
banks may be inadequately regulated if they act as insurers and say
the South Dakota proposal violates the federal Bank Holding Com-
pany Act.
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Last week's tornado tore a gaping hole in the roof of the Los Angeles Convention Center.

L.A. twister damage insured

By RHONDA L. RUNDLE

LOS ANGELES-Property insurance will cover
the estimated $2.5 million in damage to the Los An-
geles Convention Center caused by a freak tornado
that ripped through a two-mile stretch of downtown
Los Angeles last week.

Although the twister tore a 10,000-square-foot
hole in the structure's roof, separate business inter-
ruption coverage is expected to pay about $125,000
for a temporary roof to enable the Convention Cen-

Kenilworth

won't seek

premiums

By LEN STRAZEWSKI

ter to host swo large exhibitions scheduled later this
month.

A permanent roof will be constructed in the
spring, as soon as the weather permits.

The rush repair job should hold down the size of
the Convention Center's business interruption
claim, said Ed Kossart, risk manager for the city of
Los Angeles. The revenues from the two March
shows will bring in about $1.2 million, he says.

The facility is insured by Philadelphia Manufac-

Continued on page 29

Minnesota to consider

comp fund, wage-loss

By CAROL CAIN

ST. PAUL, Minn.-State legislators will try

CHICAGO-Kenilworth Insur-
ance Co., now being liquidated by
the lllinois Insurance Department,
is dropping more than S20 million
in claims against London insurers
for contested reinsurance premi-

e
again this session to establish a state fund for 00% t
workers compensation insurance and a wage- 3. % |
loss system for work-injury benefits. °

Similar proposals last year were either vetoed H /0
by the governor or failed to receive approval of
both houses of the Legislature.

R E3

ums. So far, three bills have been introduced that

William C. Allen, a consultant to
the special deputy liquidator ap-
pointed by the department in the
Kenilworth case, says it would sim-
ply be unprofitable for Kenilworth
to collect the premium, allegedly
owed by London insurers who pur-

chased reinsurance from Kenil-

worth through its former under-

specifically call for a state fund and more are i
expected, but a senator whc does not believe a
state fund is the answer to Minnesota's workers i
compensation problems has introduced a bill to ,
establish a wage-loss system. 1
For the past four years, Minnesota has been
criticized for its high workers compensation
rates, says State Rep. Wayne Simoneau, D-Frid- 1
ley, who is sponsoring one of the measures, H.F.

writing agency, B.F.G. Toomey & 24. It calls for a competitive state fund, changes i

Associates.

"Due to the nature of the book of
business-high-risk ocean marine
trucking and medical malpractice
coverage-we feel that there is no
substantial return likely from the
London market,” Mr. Allen
explains.

changes.

Continued on page 4

in permanent partial disability benefits and j
workers compensation insurance pricing

Eighteen states already have established
funds to sell workers compensation insurance.
In six of those states that have exclusive funds,
only the state sells the coverage. In the other states that have competitive
funds, commercial insurers are allowed to market coverage, too.

Graphic: Jim Bakesetas

Continued on page 25

Airlines studying liability rulings

By BILL DENSMORE

NEW YORK-Risk managers of U.S. airlines that fly
overseas are studying two federal appellate court rul-
ings that affect the legal limit on their liability for
cargo losses and passenger death claims.

The first ruling could affect the federal government's
liability in air cases but could also raise airlines' limits
of liability, while the second threatens to remove the
current cap on airlines' liability.

The two decisions in unrelated cases, which are also
being studied by shippers' and airlines' brokers and in-
surers, attack provisions of the Warsaw Convention,
the international pact among nations that specifies
maximum damages in crash deaths or cargo losses.

The court decisions also inject new urgency into a
long-simmering debate in the Senate over ratification
of Montreal Protocols 3 and 4, which would increase to
$117,000 from $75,000 the international passenger lia-

bility limit, but would also give the airlines added lia-
bility protection by strictly enforcing that cap.

The protocols also clarify the method of calculating
cargo losses and eliminate gold as the standard for de-
termining cargo value.

The Montreal Protocols, so named because they
emerged from a conference of airlines in Montreal, are
scheduled for a Senate floor vote this week.

The Warsaw Convention and its various amend-
ments-also called protocols-currently limit airlines’
crash liability to $75,000 per U.S. passenger on overseas
flights that stop or originate in the United States.

In the first of the court decisions, involving a 1974
Pan American World Airways crash near Bali, Indone-
sia, the 9th U.S. Circuit Court of Appeals in San Fran-
cisco ruled late last summer that the $75,000 passenger
liability limit might constitute an unconstitutional
"taking" of property from the estate of a deceased pas-

Continued on page 30
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Packages cover both property, liability risks

By DOUGLAS McLEOD development of which was completed in in all lines ranged between $500,000 and $1 Additional coverage can be added for partic-
early 1982 million per year over the five years, an ag- ular lines, like general liability
NEW YORK-If you've ever wondered The CAP policy has a broad spectrum of gregate retention might be set at $750,000 For U S -based risks, J&H has placed the

why you can't insure all your company's ex- coverages including property, general hat)il- The company would then pay all losses up to program with Lloyd's and a "handful" of do-
posures-both property and liability-with ity, marine cargo and hull, workers compen- the $750,000 mark, with all further losses mestic insurers, including Continental Corp,

one single all-risk policy, put your mind at sation, directors and officers liability, fiduci- being picked up under the CAP policy according to William S Jennings, a J&H vp
e can ary liability and errors and omissions Italso  gyplimits might also be agreed upon, limit- In Canada, J&H Willis Faber Ltd has placed
covers more recently recognized exposures ing the policyholder's liability for certain the program with nine insurance pools and

Several brokers are developing and some like products recall, political risks and en- types of claims For example, a subhmit of 10 reinsurance groups
have begun marketing packaged policies that vironmental impairment liability $8,000 might be set for the policyholder's lia- Placing reinsurance was one of the major
cover a broad range of exposures over an However, the policy does exclude war bility for any automobile direct damage loss problems in developing the CAP program,
agreed-upon aggregate retention risks, nuclear risks and inherent vice In addition, a deductible that might range since most reinsurance treaties are written

The brokers claim these policies offer not The policy is open-ended with no expira- from $200 to $2,000 would be applied beyond on a line-by-line basis, Mr Jennings said,
only premium and other cost savings, but tion date and may be canceled by either side the retention mark to eliminate nuisance adding that J&H had to coordinate reinsur-

represent a more stable and comprehensive only after 365 days' notice Premium rates claims and control administrative costs ance placement as well as direct coverage for
form of insurance than the dozen or more are locked in for a one-year period J&H also requires the policyholder to pay a the program
separate policies they replace Coverage under the CAP program IS basi- deposit to cover claims-handling costs The Mr Jennings says that policies for about a

Critics of the concept, however, question cally excess, with the insured maintaming an deposit, which might amount to about half-dozen companies are currently in the
the value of such programs, especially in aggregate retention that is meant to pick up $50,000, would be refunded in the unlikely implementation stage
light of the highly competitive state of the recurrent-or anticipated-losses in all the event that no losses occur in a given year J&H is not the only malor broker devel-
insurance marketplace o lines covered The standard limit for all exposures cov- oping this kind of program Corroon & Black
New York-based Johnson & Higgins has The aggregate retention level is set after an ered under the CAP program is $100 million, Corp started looking into CAP-type policies
already begun advertising its so-called analysis of a company's losses for five or although this can be amended upward or for some of ItS "very large" accounts three
"Combined Aggregate Protection" program, more years If, for example, recurrent losses downward depending on the client's needs Continued on page 26

COX IeaV|ng CIGNA 6- Campaign for'84 convention
to do what | want’

By BILL DENSMORE Mr Cox also accumulated sub-

stantial assets in more than a dec-

NEW YORK-At age 51, John R ade as a senior executive at Ameri-

Cox says he is like many people can International Group Inc =g m - -
i ST Noinnang g ities promising coverage

ests Unlike many, he's doing it rumors of alleged friction between

The flamboyant, cigar-chomping him and his CIGNA associates, Mr ted by the DNC
Mr Cox, who has been an insur- Cox said last week m an interview, By DANIEL BRIGHAM re;;]e hy te't t al b fi A ith
. - ; he th I irely hi _ N _ ~ The host city must also buy fire insurance wi
ance |ndl_.|stry executive since the the ‘?,e?ISIOn is entirely .IS. own The five cities vying to host next summer's Demo- limits no less than $150,000 per occurrence "with a
1950s, will leave CIGNA Corp, the It's totally my decision there . . . . . . . -
L . . cratic National Convention say they'll assume the deductible satisfactory to the convention facility
nation's second-largest stock in- were no disagreements there was R ; "
surer, on June 1 He has already of- ncthing rash about this decision at liability for almost anything that could go wrong, owner
ﬁcia"’y resigned as ex- Y 9 al mcluding an inability to reach a consensus In addition, the DNC requires the host city to buy
ecutive v o The cities of Chicago, Detroit, New York, San comprehensive general automobile liability cover-
P-prop- Mr Cox says he de- . : : " i il i
. . Francisco and Washington met the Jan 28 deadline age of "not less than $1 million for bodily in-
erty/casualty as of cided during Decem- f - . . . N L . "
March 1 bor that he had com- or filing bids with the Democratic National Com- Jury and $1 million in property damage

mittee They found, however, that the committee's Other coverage that the DNC wants the host city

"I don’t think there's - pleted his role in man- . . h -
any big thing here," he p aging the integration specifications for insurance coverage are overly spe- to buy, without detailing how much should be pur-
says -I War;t to do ¥ 1 of the two giant insur- cific in some areas, lacking in specifics in others and chased, are
what | want to do and | - Philadelbhi downright contradictory in some, brokers and risk - Incidental medical malpractice insurance for
have the luxury of -4 F- erfa—sed I:\,? al?d glo:)am__ managers say nurses and paramedics staffing first-aid stations
doing it That's the field. Conn -based But despite broad insurance specifications laid - Independent contractors liability insurance to
critical issue | didn't Conr;ecticut (’Beneral— down by the committee, the risk supplement general liability insurance
want to run the prop- and doesn't want manager for one of the cities sub- "to protect against suits arising from

= mitting bids found an underwriter ind dent t t li-
erty/casualty group or what's left of the Job wiIIingg; to price coverage for the neependent confractor neglt

h I h f_ gence
yef:;e:ﬁ:eiley ° anymore He says he convention at less than $200,000 - Product liability insurance

t h — had long planned to e " A )
CIGNA situation retire from CIGNA no The preamble to the specifica to protect against claims such as
tions states that the host city must food poisoning and liability from

For years, Mr Cox Mr. Cox - . . [N
has beyen among the later than age 55, al provide evidence of liability in- electrical equipment '

] , . though he says he surance naming as additional in- - Host liability/liquor liability
pr_o_perty/casualty _|ndustrys mo_s_t might stay longer at a new Job sured the Democratic National coverage
willing-and sometimes most criti- “In the year 1982, there was a Committee,its staff and anyone - Burglary and robbery insur-
cal-spokesmen That won't very strong need for somebody to olse connected with the conven— e gary Y
r?igakr;%ﬁ’irt]t:rzsat}?f’tfggur;igzgr will put ﬁhe Aetn? /(ConnlteCtIC::t_?en- tion committee The host must also defend and settle - Accidental death and dismemberment and ac-

Although Mr Cox is quitting a Job aenrs ti‘e)r;)hﬁ):rtgg‘::tﬂ:; thsaud ?éelaéiz any claims on behalf of the DNC "and hold DNC cidental medical payment insurance for volunteers
that paid him at least $400,000 in perience previously in knowing Eg[g?,lf..ss to the full extent of all coverages descrlbedhliesstlgﬁ)s/ tgebi(;vet:;afiist;hrittshten?aﬁi :ﬂg";etigz
cash and benefits during 1982, he is ho N to do that | was one of the ) . . e . ; ’ - . )
believed to have accum?.llated sup- original four officers of American The first requirement in the specifications is com- working on the convention site are also insured

lemental retirement benefits A International Grouo and so | knew prehensive general liability coverage of no less than The specifications set forth seven additional

prox for the Connecticut General how to do that TEat Job was fin- $1 million per person and $10 million per occur- points headed by the statement "The host is also

gorpy-INA Corp merger shows he 1shed by the end of 1982 renee The specifications also call for property dam- responsible for requesting any of the contractors it

also had a nest egg o?CIGNA stock "Thyat kept my interest alive To age limits of $1 million per occurrence and must in- uses for convention work to provide a certificate of

. . . clude paper and records insurance and office con- insurance to show they carry general liability insur-

worth approximately $84O’0.00 in do the same ?hlng over and over tents coverage for office equipment owned and Continued on page 28
the current market and options and over again and look toward
worth abol-t another $160,000 Cont:nued on page 27

Injured workers more likely to quit: Study

SAN FRANCISCO-One of every three for the state's workers compensation insur- cation of workers compensation benefits by 1976 to 1981 period permit comparisons be-
employees who suffers a serious injury or ers The research is designed to measure the other public and private welfare programs tween InJured and uninjured workers on the
permanent impairment from a Job-related economic and social consequences of indus- The causes of litigation and the effective- basis of earnings, employment history, Job
accident will permanently drop out of the trial injuries ness of vocational rehabilitation will be mobility and other variables
workforce, a recent study suggests CWCI General Manager Alan Tebb among the topics covered in a series of re- About one-fourth of the injured workers in

Only 65% of the California workers who stresses the tentative nature of the findings ports to be published upon completion of data the preliminary study were offered voca-
sustained serious industrial injuries in 1976 Although Job injury was a significant factor analysis The first report in the series proba- tional rehabilitation and, of that number, 70%
are in the labor market six years later, ac- in many workers' decisions to leave the Job bly will be published in April, according to accepted counseling Those who refused vo-

cording to preliminary results of the study market, others left for unrelated reasons like the CWCI cational rehabilitation services were typi-
One of every six workers whose 1976 Job retirement and subsequent non-industrial in- The study IS based on the results of strue- cally older, white, male and with some col-

injury resulted in permanent impairment juries and ilinesses, he points out tured personal interviews with 1,076 Califor- lege education

never returned to work Nearly an equal The next phase of the research will deter- nia workers conducted early last year by Three-quarters of the workers who re-

number of the injured workers re-entered mine how many injured employees leave the Field Research Corp, a San Francisco-based ceived rehabilitation counseling said the ser-
the Job mar-.Ket after the accident, but by 1982 workforce solely because of Job-related acci- opinion research firm The interview subjects vice did not help them find a Job, although
described themselves as "unemployed and dents Researchers also will try to learn to were scientifically selected from 1976 work- the majority of respondents rated the quality

not looking for W9r|<_ o _ what extent economic losses caused by indus- ers compensation claims filed with both self- of the service as satisfactory These results
These are the |n|t|a_| fln_dlngs of a study trial accidents are compensated funded and insured California employers are rather surprising, since 46% of those who
sponsored by the California Workers Com- In addition to measuring post-injury wage Interviews with a group of California completed a rehabilitation program were

pensation Institute, which tracks loss trends loss, the study also will furnish data on dupli- workers who were not injured during the Continued on page 30
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' Benefits not affected by new steel pact

Employee benefits for hourly
workers represented by the United
Steelworkers of AmericE will not

be reducec under ils r.ew 41-month
contract giith seven. major steel
companies despite union conces-
sions.

The contract, which will run
from Match 1, 1983, to July 31,
1986, calls for temporary wage re-
ductions and reduced ccs: of living
adjustments. It also pirovides incen-
tives for early retirement and elim-
inates one paid holicay and some
vacation ime.

However, it does no: include any
reductions of medical. dental or
other in:irance-related benefits,
acecrding to a union spokesman.

The ec n:ract's earl-/ retirement
incentive will pay HOC :o supple-
met-t Soc al Security and pension
benefits ior early retirees who are

benefit beat

at least 60 years old and have at
least 30 years of service. The pay-
ments will begin after the fourth
month of retirement and continue
for-a year or until the worker is age
62, whichever is later, with a maxi-
mum payout time of 21 months.
This retirement offer extends
from March 1 until May 1 and will
affect about 10,000 steelworkers.

Health promotion

Some 30,000 employees at The
Travelers Corp. are learning how
to stay healthy and use medical fa-
cilities more effectively through a
new program called Conta: n.

The program, which The Travel-

ers is implementing at its nation-
wide offices, was begun in the
Hartford, Conn., home office in
November 1982.

Employees were given informa-
tion on improving dietary and ex-
ercise habits and pract.eal steps to
reduce dependence on medical care
through noontime concerts, video-
tapes, company newsletter articles
and luncheon sfeakers.

Alsc, free cop.es of "Take Care of
Yourself," a book on self-care, were
distributed to employees.

The Contain program also em-
phasizes cost-saving fecures in the
company's health insurince pack-
age inviuding second surgical opin-
ion, ambulatory surgery and pre-

YOUR
Insurance

acmission testing .options. All em-
Fliyees' health coverage is under-
written by The Travelers.

The plan, for example, pays the
full cost of obtaining a second opin-
i in. After the opinion s received,
the plan pays 10)% of the surgical,
physician and related costs to
{15,500, less a $100 deductible. It
then pays 80% of fees until an out-
of-pocket limit of $500 per person
or $1,500 per family is reached. The
plan then again pays all the costs.

However, if the employee doesn't
elect to use the second surgic al op-
tion, the plan pays 100% of the first
52,500 and the employee must pay
20% 05 the remaining amount with
no out -of-pocket limit.

The voluntary second surgical
opinion provision can be used by
empicyees seeking various forms of
surgeries like gall bladder, bunion,

ndependent
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cataract, hernia, prostate, knee,
mastectomies and tonsillectomies.

The pre-admission testing pro-
gram covers 100% of all test costs.
The plan's payment schedule under
this option is the same as under the
second surgical opinion option.

The ambulatory surgery provi-
sion pays 100% of all eligible proce-
dures after a $100 deductible.

The Contain program's start-up
costs were in the high five figures,
says Joseph T. Bilich, second vp-
compensation and benefits division
at The Travelers. Total costs cannot
be estimated since it's an ongoing
program, he says, adding, however,
the program is an investment and
that it's intended to "make the issue

of wellness a way of life."

Dental coverage

Eight-five percent of the 141
large companies recently surveyed
by Towers, Perrin, Forster &
Crosby offer dental coverage to
employees, compared with 60% in a
1979 study.

Currently, 79% of the companies'

dental plans cover orthodontic
treatment, the study found, com-
pared with 66% in 1979.
Benefit beat keeps insurance and em-
pbyee benefit managers informed on
tohat othe, companies are doing and
of current developments in the em-
ployee benefit field. We'd like to know
if you'ue made any changes. Write
Claudette Dampier, Assistant Copy
Editor, Business Insurance, 740 N.
Rush St., Chicago, m. 60611; 312-649-
5282.

Kenilworth won't

seek premiums

Continued from page 2

"If we sought this premium from
London insurers, they would be
entitled to offsets for losses they
have already sustained on the busi-
ness. Those claims could easily be
more than the premium we feel we
are entitled to."

lllinois investigators say Kenil-
worth was driven into insolvency
more than six months ago when
convicted fraud artist Jack V.
Goepfert brought the insurer a
large book of high-risk direct and
reinsurance business produced
through layers of brokers and in-
termediaries who received ex-
cessive commissions (BIl, Dec. 6,
1982)

As part of the scheme, Kenil-
worth also began underwriting in-
surance and reinsurance in London
as a replacement for Beacon Insur-
ance Co., which was also represen-
ted by B.F.G. Toomey.

London insurers, including
Lloyd's of London syndicates, later
canceled the reinsurance agree-
ments after reviewing Kenil-
worth's financial security.

"We still feel, on the advice of
counsel, that London insurers had
no right to cancel the business flat
without permission from Kenil-
worth,” Mr. Allen says. "However,
though we believe we are owed
from $20 million to $40 million in
premium, the losses we would be
liable for would be at least that
much.”

Although Lloyd's and other Lon-
don insurers have generally been
reluctant to honor contracts that
they believe were legally canceled,
Mr. Allen says the underwriters
have cooperated in investigating
and documenting claims.

Kenilworth is still pursuing a va-
riety of financial claims against its
own reinsurers and previous
agents, Mr. Allen adds.

"If we succeed in collecting
agents' balances owed to us, we
think the company could be made
whole," he says.
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are now distributing identification cards with a blue stripe. These carriers represent

70% to 75% of all private health care inpatient claims. The cards represent thelr qa
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« Each card follows the same data format, allow- ="" pgrticipating hospitals will reduce verification
ing hospitals throughout the country to quickly and tim eliminate errors, speed up receipt of claims by
1 simply prepare claims for electronic submission of Capfier... and eliminate their own mail room head-
"paperless” claims. This includes large chains, such afhes. All that means lower internal costs... and
as Sisters of Charity, and hospitals associated with , ster payment.
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s, coding, etc.-Then they are for- Look for the card.
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free "Get Ready" Kit..
NATIONAL ELECTRONIC INFORMATI; 01K,V .">, /, ail t° NE"$ (e or me-
Part|0|%at|ng Members: 45}&) ' - Nhe:flational Life insurance
Aetna Ufe and Casual*= 5:Massachusetts Mutual Life 675 Third Avenue

Allstate Ufe Insural**C* >:' 2 Metropolitan Ufe Insurance Co. MewYork. NY 10017
American Generaf*:6*.' / Mutual Benefit Life Insurance
Bankers Life Col. : ' / Mutual of Omaha Insurance

(212)309-9459

Benefit Trust Ufe Insurgnce Co. New York Life insurance Co. Mame/Titip
Connecticut GeneraHnsurance Pacific Mutual Life insurance
Mr-1 Equitable Ufe 8ssurance Pilot Life Insurance Co. Company
Gulf Group Sarvices Corp. Provident Ufe and Accident
ib Hartford Insurance Co. The Prudential Insurance Co. Arlrirpqq
“1=5' John Hancock Mutual Life The Travelers Insurance Corp.

» Liberty Life Assurance Co. Transamerica Occidental Ufe City/State/Zip
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opinions

And yet another lesson

HALK WP ANQ THER LERSON.ahqutingysing

trust and another blow to the image of METs.

What many experts said would never happen has
happened: Members of an insured MEI' may not get
their medical bills paid. The insurer has been declared
insolvent (page 1).

We have reported, commented and editorialized on
the financial problems and risks associated with joining
self-funded multiple employer trusts for going on
seven years now. Essentially, some unsophisticated and
sometimes unscrupulous third-party administrators
have set up some of these self-funded trusts and
charged too little for the insurance, paid too much in
commissions and reserved too little to pay claims. The
result: Bankruptcy and unpaid claims.

VWhenever we advised our readers to carefully ana-
lyze a MET before joining one and did not specify that
we were referring to self-funded METSs, insured METs
would cry out indignantly that we were unjustifiably
maligning them also when the problem was with self-
funded trusts.

We don't intend to unjustly malign either kind of
trust. Clearly there are well managed and well fin-
anced self-funded METs and there are well managed
and securely insured METs.

Come on, frequent
EAVING QNAJEL BLANE?. the froquont fiyer

programs that are available.

We were surprised to find in our research for our
story last week on use of frequent flyer programs how
few risk and benefit managers are enrolled. It en-
couraged us to present the guide to these programs to
show you what a good deal you may be missing.

Yes, we know: The last thing you need is something
else to remember or deal with before leaving on a busi-
ness trip.

But in this case, the hassle might be worth it. At least
it is worth considering.

Using these programs can give you a better value for

letters

A fruitless comparison

To the editor: | feel that the article in

program, the insured is paying the insurer

The problem, it is clear, is with any insurance mech-
anism that charges too little for the product and re-
serves too little to pay future claims and/or lacks se-
cure reinsurance.

Every employer today is desperately trying to at
least control if not reduce the cost of group health ben-
efit plans, but all employers and their agents or brokers
must carefully analyze the value of the insurance. Will
the policy provide for the payment of claims in the
future or will it become a worthless piece of paper?

That question has to be asked of every insurance pol-
icy, although it has been applied more often in the
property/casualty insurance and reinsurance business.
Every professional risk manager today is spending
more time analyzing the stability of property/casualty
insurers and reinsurers before buying a policy. The
employee benefits manager should be doing the same.

And that means not only analyzing the policy-issuing
company but also analyzing its reinsurers.

Sure, everyone wants a good buy in the insurance
marketplace, but a good buy is one that affords security
to the policyholder and enough income to the insurer to
maintain that security. That analysis must be per-
formed by every insurance buyer or trust member

with the appropriate guidance and counsel of agents,
brokers and consultants.

flyers give it a try

your frequent travels, and even give you a chance to
make a trip with a free ticket-a trip that otherwise
would have been skipped because of budget con-
straints.

If you aren't worried about the cost of travel, at least
consider the programs as a chance to offer yourself and
employees a bonus in these times of diminishing corpo-
rate perks.

What employee-including yourself-wouldn't ap-
preciate a chance to earn free vacation transportation
just by doing his job?

At the very least you can look forward to a free
upgrade to first-class accommodations after conducting

some first-class work.

Choosing a 'minority' part

To the editor: | would like to applaud

your Feb. 14 issue, "Claims administra-
tion costs more in insured plans: Study,"
was very misleading. This is another ex-
ample of an apples-oranges comparison.

Typically, retention charges for self-
funded programs do not include the same
elements as retentions for traditional
fully-insured plans. For example, such
items as printing, reports, actuarial ser-
vices and conversion charges are often
not included in retention charges for self-
funded groups, but instead must be pur-
chased separately if desired.

However, the most glaring omission in
the article was the component of risk. Ob-
viously, under a traditional fully insured

to assume the element of risk; the cost of
the risk is built into the premium as part
of the retention charge. If the administra-
tor of a self-funded plan assumes any part
of the risk, this is usually not included in
retention but instead priced separately
under the category of reinsurance.

Our corporation sells both self-funded
and fully isured programs, but we try
hard not to contribute to the great volume
of misleading information being circu-
lated in the industry about self-funding.

John W. Fraser
District manager
Blue Cross/Blue Shield of Florida Inc.

St. Petersburg, Fla.

Doesn't want to read unmeasured feelings

To the editor: You do your readers a
disservice with stories like "Some cost-
containment efforts may save little" (BI,
Feb. 7).

The chart accompanying the story was
labeled "Effectiveness of cost-contain-
ment techniques." We found hospices at
4.0, indicating significant net savings to a
plan. When we delved through all the

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

words, we found that 94 employers were
asked their opinions, but only four em-
ployers tried hospices and only one mea-
sured the success of the program.

With each benefit mentioned, the story
said virtually no one measured results. |
suggest that such stories be labeled, "Un-
measured feelings of some benefit manag-
ers." That way anyone interested in how
people feel could entertain themselves.
Meanwhile, the rest of us can get on with
the job of containing health care costs.

Robert F. Geagan
Employee benefit chief

State of Vermont

Montpelier, Vt.

your "Snuffing out smokers" editorial (BI,
Jan. 17). | am delighted to find the "mi-
nority" group of smokers has one haven
left in this non-smoking society.

We no longer are going to be able
to choose for ourselves whether or
not we smoke. | suppose next we will
be "ordered" to eat only specified
foods, belong to specified churches,
join only specified political parties,
shop in specified stores, etc.

| was reared in the belief we lived in a
society where we had freedom of choice.
Evidently | was wrong.

Virginia Morris

Houston

Recognizing the dangers

To the editor: After reading the Jan. 17
issue of Business Insurance, | was glad to
see American industry is finally recogniz-
ing the problems and potential dangers of
allowing employees to smoke in the
workplace.

| was happy to have had the opportu-
nity to read about the experiences of
other companies where smokers and non-
smokers worked.

| hope you will continue to publish such
timely articles to keepthe insurance and re-
lated industries well-aware and up-to-date
on this important and controversial subject.

Victor Horowit=

Plainview, N.Y.
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What does The New York Insurance Exchange do?

How does it work? What can it do for you?
You'll ftnd the answers in our new brochure.

In just two years The Exchange has proved to be a most
versatile and sophisticated addition to the worldwide resources
of the insurance industry. In "boxes" on The Exchange floor.
well-capitalized underwriting syndicates stand ready to protect
virtually any risk anywhere in the world.

Now The Exchange can accept: reinsurance of all kinds,

* =5

VWe want

to take you
inside"

The Exchange

domestic and international; direct business of all kinds outside
of the United States; direct New York State business rejected by
the Free Trade Zone; and. direct excess/surplus lines business from
22 states, with applications for approval pending in many others.

If you are an agent, or broker, you should know how to
use this helpful facility. If you are an international risk manager,
The Exchange offers a convenient alternative to other major
underwriters. If you would like a more detailed, inside" look at
The Exchange, fill out and mail the coupon below for a copy of

our brochure.

NYO[N] %3 9 IMAINJ(CMXCHANGE

For information on The Exchange, contact: Donald E. Reutershan, President. New York Insurance Exchange

59 John Street, New York, NY 10038 (212) 791-0700

New York Insurance Exchange
Department BI

59 John Street

New York. New York 10038

YES....I'd like an up-to-the-minute perspective on The Exchange. Send me your brochure.

Name

Company

Street

City

Title

State =i
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Insurance Corporation of Ireland, one of the
world's leading insurance groups, has established
an American branch office in Chicago, lllinois.

We can provide immediate service to
qualified brokers on risks and costs for
surplus and excess lines as well as
reinsurance questions.

responsive to your underwriting needs.
Arachas.

In Gaelic, arachas means insurance. Butyou

don't have to be Irish. Call us.
We are experienced, knowledgeable, and

G) INSURANCE CORpORATION of |REJANd

200 South Wacker Drive
(312) 559-0509

The Winning

Chicago, lllinois 60606
Telex 210184 via RCA

Mandatory reti rement
Nnot necessary: Report

By JERRY GEISEL

WASHINGTON-Employees
should not be forced to retire at age
70, the Labor Department says.

The Age Discrimination in Em-
ployment Act should be overhauled
to eliminate mandatory retirement
for most employees, according to
the department. "It is time that
older employees be evaluated on
their performance and not on the
arbitrary basis of age," it said in a
report to Congress.

When Congress amended ADEA
in 1978, raising the retirement age
to 70 from 65, it asked the Labor
Department to analyze whether the
law should be further liberalized.

While recommending the end of
mandatory retirement for most em-

Combination
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Its a

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

atter o e ahiwbriC

Whether you need workers'
compensation, hospital liability, or other
commercial casualty lines, we're always

lose. ready with affordable, quality coverage.

It's the same in the insurance business.
Winners rely on teamwork. That's why
Argonaut works exclusively through

independent agents and brokers. We
want our insureds to have the combined

fir "I —

expertise and experience of two
insurance professionals.

The winning combination.

Independent Agents, Argonaut, and You.

Whire piopli talco your businns moriously.

National Specialists in Workers' Compensation and Hospi-al Liability

250 Middlefield Rd.. Menlo Park. CA 94025 (415) 326-0900

washington

ployees, the department recom-
mended that a current provision in
ADEA that allows companies to re-

tire top executives when they reach
65 be retained.

The executive exemption "is
very important in predicting re-
tirement patterns, assuring promo-
tions and changing top manage-
ment,"” the department said.

In addition, retirement at age 70
should be retained for tenured col-
lege and university faculty mem-
bers.

"An abrupt elimination of the
mandatory retirement age alto-
gether could impose unpredictable
cost and hiring consequences on
colleges and universities, requiring
rapid budgetary and personnel ad-
justments,” the department told
Congress.

Workplace injuries

Some 16,000 workers lost fingers,
hands or arms in 1980, according to
a new study released by the Occu-
pational Safety and Health Admin-
istration.

Seventy-five percent of the in-
juries involved a single finger. The
index finger was most likely to be
injured at work, according to the
study.

About one-third of the injured
workers were wearing protective
equipment at the time of the acci-
dent.

In fact, about 25% of workers at-
tributed their injuries to the protec-
tive equipment, such as a glove get-
ting caught in machinery.

Copies of "Work-Related Hand
Injuries and Upper Extremity Am-
putations”" can be ordered from the
Government Printing Office,
Washington, D.C. 20402. The cost is
$4.50.

Benefit tax plan

The Reagan administration last
week officially asked Congress to
enact legislation that would tax a
portion of an employer's contribu-
tions toward health care benefits.

Under the administration's plan,
employees would pay taxes on em-
ployer health insurance contribu-
tions that exceed $2,100 a year for
family coverage or $840 for indi-
vidual coverage (BIl, Feb. 7). About
30% of the nation's employees
would have to pay a tax if the mea-
sure is approved by Congress.

Because health insurance bene-
fits now are tax-free, employees
"tend to overuse doctor and hospi-
tal services," which increase health
care costs, the president said.

The proposal faces an uphill bat-
tle in Congress. A broad coalition of
employers, insurers and unions
have banded together to lobby
against the legislation's enactment
of such a benefit tax plan.

PBGC penalties

The Pension Benefit Guaranty
Corp. has proposed that employers
that leave multiemployer pension
plans and don't make withdrawal
liability payments on time be hit
with penalities based on the prime
lending rate.

Under the PBGC proposal, the
interest rate for late withdrawal li-
ability payments would be the av-
erage prime rate on short-term
commercial loans as published by
the Federal Reserve Board.

Under the Multiemployer Pen-
sion Plan Amendments Act of 1980,
an employer that withdraws from a
multiemployer pensiod plan is li-
able for a share of the plan's un-
funded vested benefits.



A check in the hand
is worth two “in the mail.”

Late claims payments interrupt your
company'’s cash flow. Non-payments interrupt
everything.

That's why financial stability. prompt
payment of claims and personal contact are so
important in selecting your reinsurer.

General Re offers a depth of skill, experience
and financial resources unsurpassed by any
other domestic reinsurer. For reinsurance you

can trust, call General Re today. G
eneral
& Re

America's Largest Reinsurer
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General Reinsurance Corporation. Greenwich, Connecticut

Atlanta. Chicago. Columbus, Dallas. Des Moines, Hartford. Houston. Kansas City. Los Angeles, New York. Philadelphia. San Francisco. Seattle, Washington, D.C., Montreal and Toronto




Nowthatyouknow
all there is to know

about captives, maybe
you should forget it.

A successful Captive program, as many of

the world's top multinational companies have
discovered, can be an excellent tool. A tool that
provides for prompt cash flow, control, capacity
and flexibility.

Captives cannot, however, perform magic for
everyone. The overhead incurred in running a
captive, for example, may simply make it not
worth your while. Or, perhaps because times
have changed, your needs may have changed.

And so you may need a new solution. A
solution that offers you the benefits of a captive
without the necessity of forming a captive.

Introducing tbe AFIA solution.
A Controlled Master Program (admitted pol-

icies issued abroad combined with a Master

Contract issued in the United States) offers
numerous benefits. Premiums paid abroad, for
example, are tax deductible to a United States
company's foreign subsidiary. Admitted policies
meet each country's legal requirements and can

7 T/B*F
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play a role in demonstrating good citizenship '4.
on the part of the insured. It enables the insured

to avoid unnecessary taxes that are frequently .
levied on loss payments when those payments

are made first to the United States parent and

then transferred to the overseas subsidiary. The
Master Contract offers broader coverage, elim-
inating gaps that can occur from country to

country due to variances in local coverages. It

brings control of the entire program to the risk
manager in the United States. It allows for one
underwriter worldwide rather than a different

one in every country. And it avails the insured

of AFIA's worldwide capabilities and capacity. r

APIA adds a wrinkle.

AFIA has developed a program that -AAf
allows risk managers to gain even more fIf
control over their worldwide programs "
and, simultaneously, solve the problems : .-«
inherent in trying to achieve uniform
risk retention levels. This program r
is known as the "Deductible Funding
Plan" and is added to the Controlled
Master Program. It is an economical al-
ternative for the corporation that wants
to overcome the difficulty of having
an overseas manager accept higher s
deductibles or to arrange for
deductibles in those parts of
the world where, by local
regulation or custom, deductibles
are not usually available.



Essentially this program
allows the local manager to
maintain either full insurance or a
* smaller deductible of his choice, with the

4 parent corporation obtaining a credit
5 based on a uniform worldwide deductible.

Tben again, maybe you sbouldn't forget it.

If, however, a captive does make good
sense for your company, it makes good sense
to plan that captive through AFIA. As a world

leader in international captive programs,

AFI1A's captive client list reads like a

Who's Who of American industry

operating abroad.

So maybe you shouldn't forget about
captives after all. On the other hand,
maybe you should. In which case, you
shouldn't forget about the Controlled
Master Program, Deductible Funding,
Global Insurance and a whole host of
other programs that can be developed as
alternatives for your specific needs.
In any case, what it comes down to is, you
should definitely remember AFIA.

AFIA

VWORLDWWIDE INSURANCE

Helping business
grow overseas since 191S.

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

The Hartford Insurance Group is
establishing a new independent
subsidiary called Hartford Re Man-
agement Co.

Hartford Re will assume treaty
reinsurance, something The Hart-
ford had done infrequently in the
past, according to Charles Beach.
an assistant vp at Hartford Re. He
added that the subsidiary was
formed primarily to assume rein-
surance treaties, although it will
also manage Hartford's ceded rein-
surance programs, as well as its

participation in insurance pools
and associations.

Hartford Re will underwrite
risks on behalf of The Hartford
Fire Insurance Co.

Lyman J. Baldwin Jr., formerly
senior vp-casualty underwriting az
The Hartford, has been elected
chairman of the new unit, while
John F. Donahue, formerly vp-
property/casualty underwriting,
will serve as president of Hartford
Re Management.

The new subisidiary will be
based in the Hartford, Conn., home
office.

MGA formed

A new managing general agent,
Entertainment Risk Management
Inc., has been formed to handle
motion picture, television, theater
and special events property and lia-
bility risks.

Entertainment Risk Manage-
ment will act as a managing gen-
eral agent for Ideal Mutual Insur-
ance Co. and will write business
only through brokers.

The firm is located at 919 Third
Ave., New York, N.Y. 10022: 212-
644-5775.

markets

CIGNA headquarters

CIGNA Corp, which announc.c
last year that it would establish its
headquarters in the New York
area, new says it will be based in
Philladelphia.

CIGNA, the product of-the
merger oetween INA Corp. of Phil-
adelphia and Connecticut General
Corp. 01 Bloomfield, Conn., cited a
variety of reascns for :he decision,
including lowe - costs in Philad21-
ph:a, better travel access and a
more favorableregulatory climate.

CIGNA President Robert D. Kil-
patrick also said the company was
unable to find : suitable location in
suburban New York and that locat-
ing in Manhattan would cost tw.ce
what the company estimates it will
cost to establidh the Philadelphia
headquarters.

The company will be headquar-
tered in One Logan Square, an of-
fice complex now under construe-
tion in which CIGNA owns a 47.5%

stake.

New agency

A new insurance agency, Wyatt-
Leavitt Insurance Agency Inc., has
been formed in Las Vegas. The
new agency, which will write botn
commercial and personal lines. is
part of The Leavitt Group, an asso-
ciation of almost 50 agencies
throughout Utah, Nevada. Arizona
and Idaho.

Wya:t-Leavitt is 1ccated at 823
South 6th St, Las Vegas, Nev.
89114; 702-383-0840.

4A8*IV. *r.Te..

Franchisor investment

Marketiorce International Inc..

an independent agent franchisor
based ir. Kansas City, Mc., has re-
ceived : financial shot in :he arm
from Metropolitan Property & Lia-
bility Insurance Co. The Warwick,
R.l., subsidiary of Metrcpolitan
Life Insurance Co. has invested
more than $1 million in the yearold
company. which currently has 38
franchisees.

For its .nvestment, Me:rolfolitan
& Liab.lity recieved a bond that
may be converted to Marcetforce
stock in th€ future. The personal
lines underwriter hcpes co receiv.e
direct exposure to commercial
property, casualty business through
its association with Market fore€,
according to Samuel F. Fortunate,
MPL's president and chief execu-
tive officer.

Benefit administrator

A new employee benef.t plan d€-

signer and administratcr. Claima
Admin.stration Services Ine.. has

been formed in Palatine, [ll. Claims
Admin:stration Services will spe-
cialize in self-insured benefi: plars

for groups of 50 or more workers.
The new firm is loca:ed at 662

First Bank Drive, Palatine, lll.
60067: 212-934-7772

Acquisitions

John P. Tilden Ltd., a New
York-based insurance broker, ad-
juster and employee benefit ccnsul-

tant, has acquired Philip D. Jonas
& Co., another New York-based
broker. Jonas' operations will be
moved to Tilden's headquarters.

Meidinger Inc., a benefits con-
sulting firm based in Louisville,
Ky., has acquired Health Risk
Management Inc. a Minneapolis-
baed health care ccst-containment
ecmpany.

Associated Reinsurance Man-
agement Corp. of Atlanta has ac-
qu_red U.S. Facultative Manage-
ment Corp., a property facultative
reinsurance manager with offices
in New York and Atlanta, from
Willcox, Baringer & Co. ]nc., a
subsidiary of Johnson & Higgins.

Cincinnati-based KreidlerShell
Inc., a subsidiary of Cincinnati Eq-
uitable Insurance Co., has agreed to
acquire Pension & Group Con-
soltants Inc. of Cincinnati, an ac-
tuarial and benefit consulting firm.

Firstmark Corp. of Buffalo,
N.Y., ha: completed its $32.5 mil-
lim acquisition of INA Standard
Life Insurance Co., a subsid-ary of
CIGNA Corp. INA Standard Life

writes both individual and grot_p
life insurance and annuities.

New offices

Milliman & Robertson Inc.,
one of the nation's largest actuarial
consulting firms, has opened a
branch office at 75 State St., Suite
1511, Albany, N.Y. 12207; 518-463-
0932.

Fireman's Fund Insurance
Cos. has moved its Eastern home
office division to new quarters at
One World Trade Center, Suite
8501, New York, N.Y. 10048; 212-
466-6400.

Max Insurance Market Place
Inc., an excess/surplus lines bro-
kerage firm, has moved to new of-
fices at 3345 Wilshire Blvd., Suite
500, Los Angeles, Calif. 90010; 213-
738-0141.

P.G.A. Ltd., a reinsurance un-
derwriting subsidiary of New
York-based Pearson & Georgi In-
ternational, has moved to new of-
fices at 312 Syngrou Ave., Athens,

Greece.

Woman named to Texas insurance panel

AUSTIN, Texas-Gov. Mark
White has appointed former Austin
Mayor Carole McClellan as the first
woman member of the State Board
of Insurance.

In addition, Lyndon L. Olson Jr.,

former president of the National
Assn. of Insurance Commissioners

and one of the three members of
the state board, was named chair-
man of the panel.

Mr. Olson will replace William P.
Daves Jr., a former Dallas tanker,
who will continue to serve on the
three-person board with Ms.

McClellan and Mr. Olson.

Ms. McClellan, whose appoint-
ment is subject to confirmation by
the Texas Senate, is slated to sue-
ceed Durwood Manford, whcs€
term expired Jan. 31 and was not
re-appointed by the new Texas
governor.

Ms. McClellan, who served as
Austin's mayor for six years and is
the only woman ever to hold thal
position, readily concedes having
no background in insurance regu-
lation. She has indicated she would

serve as a policyholder advocate. .



In 93 years,
we've never letanyonedown.

You enjoy that kind of security when your property insurance

program is with Industrial Risk Insurers. Others may have

lingering questions about their coverage letting them down, but

not those who specify IRI. Here's why:

El Financial stability provided by 45 of the world's best-known
insurance companies.

0 Broad property coverage at competitive prices.
El The finest loss prevention services available anywhere.

0 Claims honored fairly and promptly.
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Contact your agent or broker, or call us

collect at (203) 525-2601. Ask for Wayne D isk
Crawford, Senior Vice-President. He'll tell
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with IRI. Hartford, CT 06102.
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Textron names Morse risk management vp

John L. Morse, 50, is now vp of
risk management and insurance at
Textron Inc. in Providence, R.l. His
new position is an expansion of his
previous duties as assistant vp. He
formerly served as a principal at
D.A. Betterley Risk Consultants
Inc. of Worcester, Mass., and presi-
dent of Frank B. Hall of Rhode Is-
land. He received a bachelor's de-
gree from the University of Rhode
Island in Kingston. Mr. Morse is
director of the Rhode Island credit
bureau, a deputy member of the
Massachusetts and Barrington, R.1.,
Risk & Insurance Management So-
ciety chapters, and a member of the
town of Barrington's insurance
committee. He reports to senior vp
and general counsel Thomas D.
Sutter.

The Department of Risk Man-

comings & goings: buyers

agement of the Commonwealth of
Virginia in Richmond has ex-
panded to include two program
managers, Alfred Kaulfers Jr.
and Sheila Vanada. Mr. Kaulfers
will manage the statewide auto
fleet insurance program, the Tort
Claims Act, and the state govern-
ment's all-risk liability and spe-
cialty liability programs. He was
previously president of Commer-
cial Insurers of Virginia in Rich-
mond. He received a bachelor's de-
gree from Rider College in
Lawrenceville, N.J., and a master
of business administration from
Fairleigh Dickenson University in
Madison, N.J. Ms. Vanada will
manage the state's property insur-

ance program. She served eight
years with INA Corp. in Norfolk,
Va., and Los Angeles as a multiline
underwriter. Both Mr. Kaulfers
and Ms. Vanada report to Charles
F. Scott, director of the office of
risk management.

Nancy L. Reppert is the new
risk manager of the city of Dallas
and will institute the city's first risk
management program. Ms. Reppert
was formerly municipal risk man-
ager in Liberty, Mo., and Ames,
lowa. She received legal assistant
certification at Rockhurst College
in Kansas City, Mo. She also at-
tended the University of Arizona's
risk management program and the

University of Missouri-Kansas
City's public management pro-
gram. Ms. Reppert also writes and
lectures on the subject of municipal
risk management. She reports o
city Finance Director Winston
Evans

Michael Losey, 44, is the staff
vp of compensation and employee
benefits, a new position at Sperry
Corp. in New York. He will man-
age the company's worldwide com-
pensation and benefit programs. He
reports to executive vp of person-
nel and organization, F.D. Sweeten.
Mr. Losey had been with the
Sperry New Holland Unit of
Sperry Corp. in New Holland, Pa.,
for 18 years, most recently as per-
sonnel vp. He received a bachelor

and a master of business admins-

tration degree from the University
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of Michigan in Ann Arbor.

Bill F. Tronnier, 46, was pro-
moted to vp of corporate risk man-
agement at Parker Drilling Co. in
Tulsa, Okla. He joined the company
in 1979 to develop a risk manage-
ment program and now supervises
all property/casualty and group
life/health insurance, as well as
loss control and safety. Before join-
ing Parker, Mr. Tronnier was with
Phillips Petroleum Co. in Bartles-
ville, Okla., for 23 years. He re-
ceived a bachelor's degree from the
University of Tulsa and is presi-
dent of the Oklahoma Chapter of
the Risk & Insurance Management
Society. In his new position, Mr.
Tronnier reports to J. Roger Col-
lins, senior vp of administration.

Marlyn Meyer, 56, is the man-
ager of workers compensation and
safety training for Jewel Food
Stores in Melrose Park, lll. In his
new position, Mr. Meyer is respon-
sible for helping the temporarily
disabled return to work and spear-
heading the employee safety train-
ing program. Mr. Meyer was most
recently West-area personnel man-
ager with responsibility for 42
stores. He has been with the com-
pany for 32 years. He received a
bachelor of science degree in busi-
ness administration from North
Central College in Naperville, Ill.,
and a master of business adminis-
tration degree from the University
of Chicago Graduate School of
Business. Mr. Meyer reports to
John Haugabrook, vp of training
and college relations.

We'd like to report on staff changes in
your risk management or employee
benefits department. Just drop a note
to Sallie J. Drury, Editorial Assistant,
Business Insurance, 740 N. Rush St.,

Chicago, ILL 60611, or caLL 312-649-
5398.

Chicago '1' Day

features talk

on wage loss

CHICAGO-The 47th Annual
Chicago Insurance Day program, to
be held April 28, will feature a dis-
cussion on whether a wage-loss
workers compensation system
could succeed in lllinois.

The special afternoon session en-
titled "Workers Compensation
Wage-Loss: Will It Work in llli-
nois?" will feature Fredrick Karl,
vp of the Florida Assn. of Insur-
ance Agents and one of the archi-
tects of the Florida wage-loss law.

In addition, another program en-
titled "An Industry in Transition"
will feature a discussion of insur-
ance developments and trends.

The topic will be discussed by a
panel of key industry people, mo-
derated by Mr. Karl and including
Gary K. Cubbinson, corporate risk
and insurance manager at Square
D Co.; Frans R. Eliason, president
and chief executive officer of
Armco Insurance Group Inc.; Rich-
ard L. McClelland, vp-investments
at Kemper Group; Mavis A.
Walters, senior vp of the Insurance
Services Office; Jeffrey M. Yates,
executive vp and general counsel
of the Independent Insurance
Agents of America; and a yet-un-
announced representative from
Lloyd's of London.

The program is sponsored by the
Chicago Insurance Assns. Council
and the Chicago Board of Un-
derwriters.

Tickets are $40 in advance and
$45 at the door. To order contact
the Chicago Board of Un-
derwriters, 101 N. Wacker Drive,
Suite 230, Chicago, lll. 60606 ; 312-
=2 SIS -



Court to rule whether to extend

comp benefits to many illnesses

By RHONDA L. RUNDLE

SAN FRANCISCO-AlImost any
non-occupational injury or illness
requiring a doctor's release before
the patient returns to work could
be compensable under California
workers compensation,law if the
state Supreme Court reverses a
Lower-court ruling.

California employers are await-
ing the high court's ruling in a case
involving a nurse's assistant who
suffered adverse effects and tem-
porary disability from treatment
for suspected tuberculosis. The
plaintiff claims her employer is re-
sponsible for her illness because
she underwent the treatment to
meet a hospital's requirement for
employment.

If the court rules too broadly in
this case, it might create a difficult
choice for employers, stresses
David Lister, a Los Angeles attor-
ney who has filed a brief in the case
on the behalf of three employer
groups.

Employers, he says, may decide
not to hire handicapped people
rather than face the consequences
of possible liability if they ask the
applicant to seek treatment.

"This is the first time this specific
situation has come to the courts,"
adds Merle Rabine, the Santa Ana,
Calif., attorney representing plain-
tiff Carol A. Maher.

The Supreme Court has until
mid-April to render its decision.

The case is unusual because Ms.
Maher does not claim that her job
caused or aggravated a disease, but
that the treatment for suspected tu-
berculosis made her sick.

Ms. Maher was given a tubercu-
lin skin test as part of a routine
pre-employment medical examina-
tion on her first day as a nurse's as-
sistant at San Clemente General
Hospital in San Clemente, Calif.
The test results were positive, and
the hospital asked her to see a doc-
tor to certify that her condition was
Nnon-cow.municable.

Three months after receiving
treatment for the illness-which
proved to be chronic bronchitis in-
stead of tuberculosis-she was ad-
mitted as a patient to San Clemente
General with what was diagnosed
as a neurological condition. Ms.
Maher claims this condition and
her subsequent temporary disabil-
ity would not have arisen if her
employer had not sent her for
treatment in the first place.

If Ms. Maher wins her appeal to
the high court, the case will be re-
turned to the Workers Compensa-
tion Appeals Board for a determi-
nation of benefits to be paid by her
former employer, San Clemente
General.

She is seeking 30 weeks of tem-
porary disability benefits worth
about $3,600 and reimbursement
for unspecified medical expenses.

The principle, not the benefits, is
the issue in this case, points out
Leonard Silberman, a Santa Ana
attorney representing Insurance
Co. of North America, which pro-
vides the hospital's workers com-
pensation insurance.

None of the elements of causa-
tion or aggravation are present to
classify Ms. Maher's condition as an

industrial injury, he argues.
"It's a Catch-22 situation for em-

Storm estimates

NEW YORK-Insured property
damages caused by wind, hail, tor-
nadoes, snow and ice that swept the
East Coast Feb. 10-14 are estimated
at $10 million by the American In-
surance Assn.

The storm was assigned Catastro-
phe No. 85 by the Insurance Ser-

vices Office.

ployers,"” points out Susan Cavazos,
manager of employee benefits for
the California State Chamber of
Commerce. In many industries em-
ployers are required by state law to
perform pre-emplcyment medical
testing. If the testa give evidence of
illness, employers must obtain a
physician's release before the em-
ployee can return ic work.

"Should an employer be held li-
able for following :he mandate of
the law and at the same time for
being charitable in continuing to
offer employment to an infirm em-
ployee?" asks Ms. Cavazos.

"If the (appeal) p. evails, we feel
the result will be a chilling effect
upon the employment of those who
are handicapped cr who suffer dis-

ease," says Mr. Lister, the attorney
who has filed a friend-of-the-court

brief on behalf of the state Cham-
ber of Commerce, the California
Self-Insurers Assn. and the Califor-
nia Manufacturers Assn.

The California Workers Com-
pensaiion Institute, representing
the workers compensation insurers
operating in the state, also has filed
a friend-of-the-court brief with the
high court.

Last July, an appellate court af-
firmed the Workers Compensation
Appeals Board ruling that Ms.
Maher s injury is not employment-
related and therefore not compens-
able. Oral arguments in the case
were heard by the state Supreme

Courtom Jam. 1Z2=2. .
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AGENTS: What do you do when a client asks
about long-term auto leasing insurance?

Be sure-take advantage of our extensive experience with this
difficult-to-place business. Designed specifically fo- the automobile
leasing/rental industry, our program saves your time. ruts your
costs, satisfies your customer. We do the work, you get the credit!

» Lessors Excess Liability * Primary Physical Damage

» Lessors Contingent Liability « Pri man, Liability coverages

- Contingent Physical Damage « Inter m Car Coverages

We invite your inquiry and your bisiness.

Call or write Ron Ruane.

Physical Damage by

M ti PAIGE-RUANE, INC.

INSURANCE *lotors Insurance

The Irwin Building

460 N. Gulph Road

King of Prussia, PA 19406
(215) 265-4170
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“Let the great world spin forever
down the ringing grooves of change.’

Tennyson

How Wausau meets

the challenge of change :
10 make
business insurance

work for a living.

Change? We applaud it. Because we’re poised to
handle it — and even foster it. Wausau Insurance is built
on a tradition of change.

We wrote the first policy under the first constitu-
tionally-approved workers compensation law. Before 1=
long, we entered the group accident and health insur-
ance field. Then auto and public liability insurance. Soon
followed by property insurance. And life plans.

One of our newest companies investigates product
liability claims for self-insured customers. Another spe- ==
cializes in managing the underwriting of “blue-water”
marine insurance.

We employ advanced technology such as a satellite
communications system. But we never forget what
earned us our reputation: Personal attention and a spirit
of smalltown helpfulness that has spread to 200 offices
throughout the USA.

And a few months ago, in Wausau, Wisconsin, we
opened the newest learning center in the insurance
industry. It's not just for refresher courses. It's to help
shape the role of insurance in America’s future.

Change? Today, Wausau Insurance is seventeen
companies running hard. And we don’t intend to

= WALSAU | B
INSURANCE
COMPANIES

=M o WausauWisconsin54401 B




4 No question about it, we are living in a
computer age. And because so much of
our business and personal lives rely on
electronic data processing, a whole new

* * range of professional liability exposures
have presented themselves.
That's why Shand, Morahan &
Company the foremost underwriting
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Thepollcy protects &&ta processors,
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extended to include E&O protection for
other related services such as credit veri-

. tion mailing collection and direct
4 mail advertisin
The Shand, Morahan program offers
' limits of $100,00) to $30 million with a
variety of deductibles and can be custom-
< designed to the needs of each EDP firm.
Coverage for BI/PD exposures resulting
= .., from data services can also be included.
Written on a claims-made basis the
policy covers defense costs in addition to

policy hmits. Prior acts coverage is also

This flexible and adaptable program
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0 experienced underwriters will be pleased to
" work with you to tailor a policy to the exact
needs of your clients
For more information, call or write:

» IHIMIShand Morahan
«1 -»& Cordpany, Inc.
»C-_Q»-"A' é1*€*40ne American Plaza, Evanst02 IL 60201

-« " d 312/866-2800, Telez 72-4
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STEPS TOWARD SECURITY

Justifying a program's cost is a start in the right direction

By Jay R. Dixon

EVERY, ORGANIZATION in the world competes with, other

organizations for resources, inclu ps within'thos
organizations. Internal competition is often so fierce, in fact, that social
scientists have developed behavioral models designed to deal with
conflict among groups that compete for scarce resources.

Security managers must compete for resources with managers of
other departments of their corporations. Because security departments
do not produce revenue in the usual sense, they often encounter rough
sledding when attempting to get their share of the budget. That some
security managers are not able to justify, by cost, a loss-prevention
program or concept only exacerbates the situation.

The inability to deal effectively with cost justification is not entirely
their fault. It is difficult, though not necessarily impossible, to measure
the cost effectiveness of loss control when there is no loss. Because it is
difficult, organizations frequently measure other things instead: arrests,
recoveries, rate of inventory shrinkage, their losses against those of
their competitors, employee morale and other trends.

Shoving the issue of cost justification under the carpet, though, is
ignoring a ticking time bomb. Sooner or later someone is going to ask
you to justify the expense of your security program.

It would be nice if there were a lot of literature to help you.
Unfortunately, practitioners who turn to security literature for help in
cost justification most often find, instead of firm data, an array of
estimates or opinions. Those statistics that are cited are often based on
guesswork and estimates frequently use previous guesses as their basis.

In 1971 the Rand Corp., chartered by the U.S. Department of Justice
to study the security industry, found that readily available published
data about the industry were "incomplete, fragmentary, generally
highly aggregated or exhoratory in nature." The Task Force on Private
Security of the National Advisory Committee on Criminal Justice
Standards & Goals found comparatively few books, articles or scholarly
treatises about security.

If few scholarly works have been written regarding security, less has
been written about financial justification for security programs. While,
for example, the National Institute of Law Enforcement & Criminal
Justice bibliography on private security contains abstracts of 107
publications, none deal directly with economic justification for security

programs and only a handful even mention cost effectiveness.

Since there isn't a wealth of data about the economics of a security
program, security managers must collect and analyze their own data to
justify a program.

There are sources that may be useful in laying a foundation.
Publications like "The Cost of Crimes Against Businesses," published
by the U.S. Department of Commerce, and "Security and the Small
Business Retailer," published by the National Institute of Law
Enforcement & Criminal Justice, include estimates of the cost of crimes
against businesses. The Federal Bureau of Investigation publishes
periodic reports that include numbers of crimes against businesses and
dollar losses reported to law enforcement agencies. Other sources of
information include trade organizations, government entities and
insurance companies.

Senior managers who measure department activities, including
security, measure them in terms of cost effectiveness Cost effectiveness
may mean doing things the least-expensive way, or at the lowest cost
consistent with prescribed standards or assuring that what is spent
produces the best return for the expenditure.

In their "Protection of Assets Manual," T.J. Walsh and R.J. Healy
define cost effectiveness as a combination: Spending the least possible
consistent with required results and assuring that each item of expense
is fully justified as the best available way to commit funds.

The security department must be able to show that its efforts in crime
reduction or loss avoidance justify its expenditures. Two questions,
therefore, must be answered:

- Does the security organization do anything that can be quantified
and can justify the funds expended?

* Are the methods used by the department the most effective for the
dollars spent?

Historically, security organizations have tended to view their

missions as preventing crime, investigating incidents or making

recoveries. While the latter activity may easily lend itself to economic
qualification, the first two may be positively measured only if some
dollar value can placed on them and shown to the parent company.

Put another way, the security department must produce a return on
the parent company's investment. It must demonstrate that it produces
more dollars than it uses or that without it, the parent's cost would be
greater than the amount spent to operate the department.

If prevention is the primary goal of the security program, its cost can
be justified only by showing that probable losses that can be quantified
in dollars would likely not occur if the program were implemented.

The first step in justifying the security program is to make sure the its
goals are consistent with the company's needs. Security managers will
never have unlimited budgets with which to protect their companies.
They must assign priorities in order to reduce risk where it is highest,
or where the reduced risk will provide the greatest benefit.

A system of risk analysis not only assures a more effective security
program, it also helps justify the program, for it persuades senior
managers that the department is concentrating its efforts on the most

significant risks.

A current example of what happens when one attempts to avoid all
risks, rather than those that are imminent or would cause the greatest
loss, comes from the Senate Permanent Subcommittee on
Investigations. The subcommittee recently commented that, by trying
to keep the Soviet Union from getting any of our high-technology
secrets, the United States finds itself virtually unable to protect
anything. By trying to guard against all such risks, our resources are
spread so thin that there is no effective protection against any risk.

Risk analysis is a term often loosely used to describe nothing more
than a subjective ranking of priorities, but good risk analysis is much
more than that. It begins by systematically classifying and arranging
those tasks that fall within the parameters of the security program.

There are a number of ways to do that. One might simply list natural
disasters and other hazards that could physically damage assets. Under
natural disasters we might find earthquakes, flood, hail, storms, tidal
waves, volcanic eruptions, wind and similar calamities. Other hazards
might include accidents, chemical leaks, explosions, fires, radiation,
structural collapse and water damage.

Another category of risk could be losses caused by human failure,
such as theft and violence. Under theft one might list bad checks,
burglary, embezzlement, extortion, forgery, fraud, hijacking, larceny,
robbery, shoplifting and wiretapping or eavesdropping. Violent acts
might include anarchy, arson, assault, bombing, kidnapping, murder,
riot, sabotage and vandalism.

Since people are usually a company's most valuable asset, another
category might be one of risks to personnel. Those could include
absenteeism, alcoholism, death, disability, drug abuse, labor unrest,
psychological problems and conflicts of interest-bribery, espionage
and kickbacks. The risks must be those that affect your organization
and should be classified in a manner that is useful to you.

Once events that could create a loss are identified, the next step in the
risk analysis process is to determine the probability of an event
occurring in a given time period. In many instances, probability can be
predicted by mathematical formula based on prior events.

Where that is not a possibility, levels of probability can be separated
by subjective valuation. For example, an event's probability can be
placed under one of four broad headings: certain to occur, likely to
occur, might occurand unlikely to occur. While this method is
rudimentary, it is better than randomly concentrating on risks or
attempting to treat all risks equally.

Once probability has been determined, the next step is to evaluate
how critical, in dollar losses, the occurrence of an event might be. All
costs must be considered: permanent replacement, including purchase
price, freight, labor, materials and financing; temporary replacement;
lost time; money; lost opportunity; and the lost time value of money.

When those two steps are resolved, each event may be given a
priority ranking. What you will have is a recipe that tells which risks to
expect, how often and what the cost to the organization will be if the
event occurs. You will know, therefore, where to concentrate your
protection efforts and will have a rationale for how much to spend on

those efforts.

Continued on nert page
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perspective

Management should keep pace
with the growing value of benefits

By Kenneth P. Shapiro

AS THE VALUE OF employee

benefits continues to become a
greater percentage of salary (see chart),
more and more companies are
re-examining the structure of their
benefits departments. The growing
importance of benefits demands a benefits
unit with broad, rather than narrow,
specialized responsibilities. Glaring
deficiencies in the organization and the
emphasis of many benefits departments
include:

« Control vs. counsel. Typically, the
benefits department is an agent of control
whose main objective is to administer
benefits programs in an efficient manner.
Too often, this efficiency translates into
smooth "paper flow." Certainly reports,
claims and analyses all are important parts
of the function. But this administrative
emphasis often precludes entry into the
important employee relations area.

management

Employees need ongoing counsel on how
to use their benefits. What health care
option is best for them? Exactly what is
covered by the company dental plan?
Should they choose the company's
supplemental life insurance program?

The benefits department must take on
the responsibility of communicating with
employees. Benefits are expensive. Not
only should employees know how to use
what they have, they also should
understand the value of their benefits
plans. Benefits, like cash compensation,
can help attract, motivate and retain
employees. Many companies lose this
valuable internal public relations potential
by not gearing up their benefits
departments for this effort.

« Benefits vs. total compensation.
Historically, benefits have been

Value of employee benefits

(as percentage of salary)

0

o-

1982

0

5.
1981

To emphasize the S0- 1980
problem, let's look at
an actual company that -
045. 1979

Aallowvwed its

compensatiom arnd i

benefits programs to 140-
grow with no

coordination. Salaries 1
in this organization n% °°"
were in the 70th

percentile when
. . 30-
compared to a similar

industry group. But
benefit values were in P
the 40th percentile.
Although the
company had no - T T = - - -

R 10 20 30 40 SO SO 70 80O D20 100
problem attracting
young talent at the
higher levels, it did not
get the basic
supervisory and middle-level - Broader responsibility. Traditionally,
management people it needed the benefits manager is an administrator,

long-term-even though, when taken not really influencing policy or design.

Salary level (in thousands of dollars)

Source: Hay Huggins Non-cash Compensation Comparison

considered separately from salary and
bonuses. But benefits levels are a large
portion of salary. There are no longer
"fringe" benefits; rather, they have moved
into the very fabric of compensation
design. Still, the benefits department often
remains apart from the compensation
department, with none of the overlap that

0 Pt

-* 1 umn on management ap-
pears regularly in Busi-
1 't ness Insurance.

i h,41

would be appropriate.

should have looked at its

together, its benefits and compensation
program ranked in the 60th percentile for
its industry group. This organization

compensation and benefits departments
did their analyses separately.

The benefits manager may have little
involvement in financing and

communications issues. But the

importance, complexity and the very size

benefits/compensation mix as compared to of benefits programs demand that this role
a total compensation policy. But that
exercise was not done because the

be expanded. In most organizations, the
position of benefits manager should be a
bigger job, or a more highly placed
position, than it is today.

The first major step in a security program

Continued from previous page

Cost avoidance and reduction are also major
variables in any financial justification for a security
program. Cost avoidance refers to avoiding future costs,
while cost reduction means spending less than you
currently spend. While cost avoidance has been
traditionally thought of in terms of crime or fire losses,
there are other valuable, but less obvious, measures of
cost avoidance and reduction.

As an example, let's look at a multifacility company
that has an alarm system in each of its facilities. While
a single proprietary alarm system tying each of the
firm's facilities into one network would require a
significant capital expenditure, that expenditure could
be offset by a reduction in operating expenses. That
reduction might include alarm monitoring and
telephone line charges, service call fees for alarm
equipment, false alarm penalties and a reduction in
personnel in each of the facilities.

The firm might also find additional uses for the
system that would help pay for it. In an era of high
energy costs, consideration must be given to the costs of
turning on or off the lights, equipment and heating and
cooling systems. Such a system might provide
protective measures not available with existing
equipment. If it could be shown that the new system
would prevent losses more effectively and those
prevented losses could be quantified, the resulting
savings become a cost avoidance benefit.

There are some events which, if not sensed and acted
upon, could create substantial losses. If a boiler

Jay R. Dixon is vp and manager Of
general services of Crocker National
Bank in San Francisco, Calif.

Shoving the cost justification issue
under the carpet is ignoring
a ticking time bomb. Sooner or later
someone is going to ask you
to justify the expense
of your security program.

temperature rises unnoticed until the boiler ruptures,
not only could the rupture cause severe damage to the
facility housing it, there could also be injury or death to
employees, customers or passersby.

Those secondary events could result in costs in
employee downtime, workers compensation claims and
lawsuits. There also would be the cost of repairing or
replacing the boiler, facility repair, plant downtime,
increased insurance premiums and product loss as well
as costs associated with lost sales, lowered employee
morale, loss of goodwill in the community and the
marketplace and the lost opportunity cost. Each of
those potential costs can be quantified and those costs
justify the expense necessary for periodic inspection of

the boiler.

A useful format with which to demonstrate the
financial impact of a security program or project is the
income and cash-flow statement. On the positive side of
the security income statement is the revenue produced,
if any, for each program or project year, plus the cost
reduction or avoidance benefits by year. It is important
to think of cost reduction and avoidance as income,
since expenses saved go directly to the company's
bottom line as income.

From these benefits are subtracted the start-up and
ongoing costs, and depreciation or amortization costs by
year. The result is the gross income (or loss) your effort

will produce. With the cash-flow statement, one may
calculate return on investment, net present value (to
take into account the real value of money in
inflationary or deflationary years) and the rate of
return, which tells the company how this investment
stacks up against other investments. Although your
chief financial officer may challenge the assumptions
upon which your figures are based, he won't be able to
successfully challenge your logic.

The decision tree and PERT chart analyses are other
useful tools for determining the cost effectiveness of
alternative methods. Decision trees are used to
calculate the expected value of alternative courses of
action and rely on probability estimates.

The PERT chart lays out the steps of a program and
shows the relationship between the key steps and all
tasks to be performed. It also shows the time to
complete each step and what approximate cost would
be. The PERT chart companion, critical path, may be
used to determine the length of time, earliest date to
complete all tasks and cost of complex projects or the
cost of crash programs combining steps,

Besides collecting and analyzing data, engaging in
risk analysis, determining cost effectiveness and
outlining cost avoidance and reduction benefits, one
must present the security program to senior
management in the same manner a consultant would
sell services to the company.

Too often, managers expect that decision makers will
vicariously or intuitively understand and accept a
program's merits. The best cost justification available is
of little value if it is not accepted, and it will not be
accepted if it is not properly presented.

The advantage of having compiled a financial
justification rather than a subjective one is that your
program can be sold with logic rather than snake oil.
You'll have your ducks in a row and when challenged,
you won't have to fumble for answers. As a result.
you'll get your share of the resources within your
company more often.



Hartford Steam Boiler

offers builders risk policy

Hartford Steam Boiler Inspection
& Insurance Co. is entering the
construction risk market with
Project All Risks, a builders risk
policy.

The policy is primarily designed
for industrial construction projects
like refineries, utilities, pulp and
paper mills and other facilities that
involve heavy machinery.

PAR covers start-to-finish con-
struction risks, from groundbreak-
ing through testing to the commis-
sioning of the project. Common
property perils and mechanical and
electrical breakdown are covered.

The basic policy limit is designed
to be full-value, so limits are pri-
marily based on what the project is
worth. This amount may range into
the hundreds of millions of dollars.

Coverage options include delay
in start-up; transit; offsite storage;
surrounding property; expediting
expenses; and contractors' equip-
ment. Limits on these options also
are subject to the full value of the
construction.project.

PAR includes construction in-
dustry inspection and engineering
services, like evaluation of prop-
erty, security and machinery expo-
sures. Additional technical services
are available through Hartford
Steam Boiler. Technical services
can be included in the policy price
or can be purchased separately.

For more information contact
the Customer Services-Marketing
Department, The Hartford Steam
Boiler Inspection & Insurance Co.,
56 Prospect St., Hartford, Conn.
06102; 203-527-0791.

Canadian group life

Crown Life Insurance Co. is of-
fering Edge, a group employee ben-
efits package for Canadian employ-

Edge is designed for groups of 15
to 50.employees. For flexibility,
employers have a choice of plan
options including weekly income
replacement, dental and vision
plans and an extended health care
benefit. The extended health care
benefit covers items like semipri-
vate rooms, private-duty nurse,
ambulance and other charges not
covered under the Canadian gov-
ernment's national medical plan.

Employer contributions must
total at least 50% of the program
cost. Payroll deductions may com-
prise the rest.

For details on Crown Life's Edge
program, contact Bruce Somers, Se-
nior Group Underwriter, Crown
Lif6é Insurance Co., 120 Bloor St. E.,
Toronto, Ontario, Canada M4WwW
1BB; 416-928-4595.

Condo package

Commercial Union Insurance
Cos. has introduced a condominium
association package policy.

The condo package offers broad
automatic coverages, as well as op-
tional features.

The basic package offers blanket
property coverage with a single
limit that can be determined by the
number of condominium units in
one or more buildings. Coverage
can be purchased for a minimum of
three condominium units, with a
maximum of 60 units in one build-
ing or 300 units in a complex.

The basic package covers all
property, including fixtures and
improvements, whether they're
owned by the association or the de-
veloper. Also, coverage for the cost
of replacing damaged property and
loss of income is included.

Comprehensive general liability
coverage with a $1 million single
limit and employee theft coverage
of up to $25,000 are also included in
the package.

Optional coverages include con-
dominium directors and officers

products &

services

and errors and omissions liability
with a $1 million annual aggregate
limit; heating and cooling equip-
ment with a limit that also can be
determined by number of units; New York:
and garaged autos liability with a
$10,000 to $100,000 comprehensive
and collision limit.

Chicago:

For more information on the
- . Los Angeles:
condominium association package

policy, contact Van Priest, Com-
mercial Union Insurance Cos.,
Commercial Lines Department,
One Beacon St., Boston, Mass.
02108; 617-725-7598. .
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ZURIC 1-- .

| VVhat
It takes

tobe

worldclass

special risk.

What in the world does your special risk business need?
For an international carrier to cover special risk foreign expo-
sures, choose the one that's truly world class-Zurich-
American.

At Zurich-American, we think exceptional international
coverage takes flexibility, creativity and imagination-a
special blend of qualities we call Zurichvision.

It starts with the Zurich Group's international network of
resources-20,000 employees in 550 offices spanning 28
countries, in addition to our 33 offices across the United
States. Withthese capabilities, we can service almost any
international account-including the foreign exposures
of U.S. businesses and the U.S. subsidiaries of foreign
accounts.

Zurichvision means tapping this network and marshalling
just the right resources for you and your risk's particular
needs. Because the aspect of Zurichvision youW appreciate
most is individualized service and attention.

It includes our approach to
special risk coverage, which
we custom-tailor from our full *
product line-primary and ex-
cess coverage involving work-

ers' compensation, general liability, commercial auto, prop-
erty, other property-casualty coverages, even boiler and
machinery.

With Zurichvision comes ingenuity in account management.
We use the account team concept, a progressive approach
in bringing our team of professionals togetherwith the pro-
ducerand the client fordirect communication and streamlined
service.

Zurichvision means keeping our sights set on every detail, .
from immediate claim response to specialized loss control
facilities, cémputer claims analysis, continued involvement
after the account is written, and more.

Our long history of large lines underwriting, our far-reaching
international network, our full-service capabilities-together,
they make Zurich-American world class for international spe-
cial risk underwriting.

So the next time you've got a special risk with foreign expo-
sures, give Zurich-American a call. And start looking at your

international special risk business with Zurichvision.

Zurich-American Insurance Companies
. Zurich Insurance Company
— — " == schaumburg, lllinois 60196

ZURICH-AMERICAN INSURANCE COMPANIES
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changing needs For a copy, write
William M Mercer Inc , Box 99,
1211 Ave of the Americas, New
York, N Y 10036

info

* A self-study booklet, "Simpli- time, long-term disability and
fying Loss Control," from the In- workers compensation. The book- = An exercise guide for VDT
ternational Safety Academy IS let, "Backs, Bucks and Busmess" by and word processor operators
designed to improve efficiency Joseph J Hartnett, provides statis- from Verbatim Corp can help re-
and reduce accident losses. To tics and suggests solutions to back lieve the strain and fatigue of video
order, send $14 95 to CIGNA Loss injury problems To obtain a copy, display terminal operators. Free
Control Services Inc, Attn. ISA, 12 send $12 95 to J J Hartnett, 869 copies of the illustrated guide are
Tower, 1600 Arch St, Philadelpnia, Delaware Ave, Buffalo, N Y. available from Verbatim Corp,
Pa 19101 14209 Tone Up at the Terminals, 323 So-
quel Way, Sunnyvale, Calif 94086
- Free copies of the 1983 Un- - Employee health programs
derwriters Adjusting Co. national can more than pay for themselves « Get the facts straight on the
service locations directory are through reduced absenteeism, in- National Electrical Code when eva-
available from UAC The state-by- creased productivity and fewer luating your fire exposures The
state directory lists more than 450 medical claims HealthWorks National Fire Protection Assn is
claims adjusting offices, maps Northwest offers a booklet for em- offering a 178-page question-and-
and toll-free numbers for Dial-A- ployers establishing a health pro- answer guide on the code Copies
Claim. To order write UAC Mar- gram. For a copy of "Employee are $7.50 each and can be ordered
keting Department, 80 Maiden Health Promotion A Guide to from Publications Sales Division,
Lane, New York, N Y 10038 Starting Programs at the Work- NFPA, Batterymarch Park,
place," send $15 to HealthWorks Quincy, Mass. 02269 Please cite
- A selection of Dayliter fire Northwest, Puget Sound Health catalog number NEC-QUE
and explosion vents is described Systems Agency, 601 Valley St,
in a 12-page catalog from APC Seattle, Wash 98109
Corp The vents help reduce smoke "Taking the Teeth Out of the Tax
and gases inside a building, while * What's the difference between Bite " The brochure weighs the
helping firefighters locate the fire ESOPs, PAYSOPs and TRASOPSs9 pros and cons of 401(k) plans. To
from outside a building For a free If you would like a detailed com- order write Corporate Communica-
copy, write APC Corp, P O. Box parison of employee stock owner tions, Meidinger Inc, 2600 Mei-
515, 50 Utter Ave, Hawthorne, N J ship plans, write Greg Martin, dinger Tower, Louisville, Ky
07507 Hewitt Associates, 100 Half Day 40202
Road, Lincolnshire, IIl O015
* GAB Business Services Inc 's Copies of the research paper are
"Little Red Book" is a pocket-sized $25 each
directory of GAB's offices in the
U S and the Caribbean GAB
offers investigation, inspection, pensation Insurance has a 25-page Ted Moravec, Assistant Secretary,
appraisal and adjustment ser- booklet examining the new Rhode ADA, 211 E Chicago Ave, Chi-
vices to insurers, agents, brokers, Island workers compensation cago, Il 60611
government and industry For a law and its ramifications The new
free copy, write Al Peters, GAB rate-filing procedures, benefit pro-
Business Services Inc, 123 William visions and alternative employ- consultation services of O H Con-
St, New York, N Y 10038 ment concept are all explained For sultants Inc are described in a free
a copy, send $10 to NCCI, Informa- brochure For a copy, write Anita
« Literature describing ENCON tion Office, One Penn Plaza, New Schill-Arner, 4281 N 30th St ,
Underwriting Agency's builder York, N Y 10119 Boulder, Colo 80301
risk program for construction de-

= Meidinger Inc has published

- General information on vari-
ous dental benefit plans and plan
designs are in a free packet from
= The National Council on Com- the American Dental Assn Write

= The occupational health

sign errors is available free To - A bibliography for em- » The importance of a fiduci-
order, write ENCON Underwriting ployee benefit managers lists in- ary bond in protecting the benefi-
Agency Inc, 2001 Bryan Tower, formation on 94 benefit subjects, all claries of an estate is explained in a
Suite 872, Dallas, Texas 75201 available from the International brochure by the Surety Assn of
Foundation of Employee Benefit America For a free copy, write
= A catalog from the American Plans For a free copy, write Infor- SAA, 100 Wood Ave S, Iselin, N J
Insurance Assn describes its 1982 mation Services, IFEBP, 18700 VW 08830
seminars for property claims ad- Bluemound Road, Box 69, Brook-
ministration training. For a free field, Wis 53005
copy of the "1983 Seminar Plan- Standards Institute catalog can help
ning Guide," write Education & « A free brochure from William you keep up to date with the more
Training Unit, Property Claim Ser- M Mercer Inc. describes a flexible than 10,000 standards for materi-
vices, AIA, 700 New Brunswick spending account, or cafeteria- als, equipment and products. The
Ave, Rahway, N J 07065 type plan, "for people who hate caf- 192-page catalog and 1983 supple-
eteria plans " The 16-page booklet merits are free to ANSI members,
* How much IS back injury shows the plan's tax advantages the catalog and supplements are

costing you' You're paying in los: and how it meets employees' $10 for non-members To order,
write Sales Department ANSI,
1430 Broadway, New York, N Y
10018

= The latest American National

- NATLSCO Rehabilitation
Management Inc offers a brochure
describing its rehabilitation ser
vices. For a free copy, write NRM,

K-3, Department B, Long Grove,
11l 60049

POLICE

PROFESSIONAL
LIABILITY

A+ BEST RATED
COMPANIES

- Lists of eye and face protec-
tors and hard hats deemed safe
for industrial use by the Safety
Equipment Institute are available
The SEI certification list includes
manufacturer and brand names

COMPETITIVE

and model numbers For free
copies, write SEI, 1901 N Moore St,

PREMIUMS Arlington, Va 22209

- "Judging the Fire Risk" is a 59-
page booklet that dicusses fire pro
tection and prevention, exposure
hazards and building construction
To obtain a copy, send $475 to the
Loss Control Department, Alliance
of American Insurers, 20 N Wacker

Drive, Chicago, Il 60606.

THOROUGH WORDING
AND COVERAGE

COVERS

"WRONGFUL ACTS
ARISING OUT OF LAW
ENFORCEMENT

ACTIVITIES Have a new report, booklet or promo-
tional brochure you'd hke to send to
buyers of insurance? Business Insur-
ance wil descnbe matenat costing
less than $20 as an editonal service in
the weekly Info for Buyers column

Simply send us a short descnptwn of
the matenat to be offered. dong with
the cost and a malling address Ad-
dress all contnbutions to Info for
Buyers, Business Insurance, 740 N

Rush St , Chicago, Itt 60611

riskwatch

Libel coverage gives
executives at Mobil

retaliatory strike ability

By LEN STRAZEWSKI

NEW YORK-If you've never understood how nuclear arms
buildups bigger defense budgets and military aid to various Third
World countries are going to eventually lead to world peace, you
won't understand a brand new insurance policy

But, if you've always believed in peace through deterrents, respect
through weaponry-or if you own a law firm-I've got a story and a
new insurance coverage for you

Wherever Mobil Corp has top executives, the eyes of personal
injury lawyers who specialize n libel and slander law are lighting up
like the eyes of Pentagon generals with new funding for MX mis-
siles What they see is a new kind of insurance that actually will pay
an executive's legal costs if he believes he has been defamed and
wants to file a libel suit

On top of the recent development of an insurance policy that
covers a corporation's costs of suing its insurers for coverage, we've
got policy proliferation that results in insurers helping policyholders
get money from other insurers

Proponents call the latest policy purchased by Mobil "anti-defa-
mation" insurance, but it might also be called legal combat coverage
It's interesting that the innovator is Mobil Corp, since its president
recently won a libel suit against The Washington Post Mobil also has
attacked the press for its irresponsible view of business in a series of
corporate image advertisemer ts

While the decision against The Washington Post is f
on appeal, Mobil has purchased this libel litigation
insurance for its fewer than 100 top executives-a
coverage most insurance industry executives de-
scribe as a completely new idea

The new policy, brokered by Marsh & MelLennan
Inc and underwritten by National Union Fire Insur-
ance Co of Pittsburgh, Pa, a init of American Inter-
national Group Inc , provides up to an annual aggre-
gate of $5 million to cover the legal costs of Mobil
executives who wish to sue ohers for libel and slan-

Mr. Strazewsk,
der

The coverage, according to Mobil, costs less than $100,000 and is
subject to 5% coinsurance and a $10,000 deductible

Although Mobil Public Affairs Vp Herbert Schmertz who publicly
announced the new coverage last week would not return calls to
Business Insurance to discuss the coverage or how Mobil would ad-
minister its use, public statements made by Mobil executives show
that the coverage has one purpose to keep the press at arm's length
with the threat of lawsuits funded by insurance coverage

Is this hypocritical in light of the insurance industry's traditional
complaints about excessive litigation and ItS effect on insurance
costs?Not according to M&M and AIG

"Mainly the coverage is an outgrowth of Mobil's attitude toward
protection of its directors and officers," explains Albert Salvatico, an
M&M vp "Designing and placing the coverage is Just a natural de-
velopment in the chain of events surrounding directors and offi-

Corporate officials generally lack the funds required to defend'
themselves from public defamation, Mr Salvatico says, and the AIG
policy is essentially a protective plan that gives individuals the
power to fight back and deter press attacks

"It's not all that different from the defense and Judgment coverage
being offered by the London market, except that instead of paying
defense costs for businesses bat are sued, it pays the costs of defend-
ing a reputation with a suit "

Joseph DeAlessandro, president of National Union, agrees

"We don't perceive 1t as encouraging litigation, but rather as a part
of directors and officers liab_lity coverage When the Employee Re-
tirement Income Security Act became law, AIG was one of the first
to offer fiduciary liability and directors and officers liability insur-

"In those cases, the coverage provides officers with the ability to
defend themselves from lawsuits The Mobil coverage also IS
designed to defend officers from attacks to their reputation-still a
kind of countersuit ™

Both the broker and the insurer expect the demand for this kind
of insurance product to grow, even though Mobil's coverage was
underwritten with the buyer's long-standing relationship with the
insurer in mind Both AIG and M&M report they have received
inquiries from other large corporations since the coverage was an-
nounced

The broker and insurer would not take the concept of litigation
insurance any further than libel and slander issues-yet But we
w111

Can we expect group sue-your-doctor insurance to be offered as a
benefit in addition to group health insurance to pay for suits by
dissatisfied patients9 If we get group auto insurance, can we expect
another policy to cover the COst of suing the auto insurer if a claim is
deniedp

A personal lines insurer could get really creative and sell insur-
ance to employees that would cover their costs of suing their em-
ployers for inJuries outside tne workers compensation system

That's not the same thing, say Messrs Salvatico and DeAlessan-
dro

The Mobil policy IS under strict corporate control and all suits
must be approved by corporate lawyers who will decide whether
they should do what they have been trained to do-sue

I'm sure glad the Pentagin can't declare war without Congress'
approval
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Hansmeyer named president of Allianz

Herbert H. Hansmeyer has
been elected president and chief of-
ficer of Allianz Insurance Co. in
Los Angeles.

Mr. Hans-
nneyer succeeds
Frank E. Raab,
who remains
chairman of Al-
lianz.

Mr. Hans-
meyer had been
liaison officer
and coordinated

German-linked
Mr. Hansmeyer business be-
tween Allianz
and its parent company, Allianz
Versicherungs-AG of Munich,
West Germany. He was in charge
of Allianz's activities in Europe, the
Far East, Iran and Africa before
joining the com-
pany's U.S.

branch.

INn addition,
WVilliarm J.
Sheppard has
been elected ex-
ecutive vp at Al-
lianz. Mr. Shep-
pard joined the
company in 1979

Mr. Sheppard after serving as

commissioner of

the Pennsylvania Insurance De-
partment.

Other insurer changes:

Greer F. Henderson elected

vice chairman and chief financial
officer of USLIFE Corp. in New
York. Mr. Henderson will continue
with his responsibilities as trea-
surer, controller and corporate
planner for the parent company,
USLIFE Corp. He was previously
executive vp-finance at USLIFE.

John Jones Jr. elected senior vp
for claims at Wausau Insurance
Cos. in Wausau, Wis. Mr. Jones re-
places Mike Tillisch, who is retir-
ing. Mr. Jones had been vp of gov-
ernment affairs at Wausau.

Charlie Bancroft promoted to
chairman and chief executive offi-
cer of California Mutual Insurance
Co. in Monterey, Calif. Mr. Ban-
croft also retains his position as
president of California Mutual.

Frank J. DeFini appointed se-
nior vp of the Transoceanic divi-
sion of American International Un-
derwriters, American International
Group Inc.'s foreign general insur-
ance marketing arm. Mr. DeFini
was mostly recently AlU's vp and
line manager for foreign general
casualty insurance.

Roy E. Pierce joined Interstate
Underwriting Agencies Inc. in
Miami as senior vp. Interstate is a
division of Universal Insurance
Group. Mr. Pierce had been with
North East Insurance Co. as senior
VP.

Jerold C. Heiken named vp-loss
control at Argonaut Insurance Co.
in Menlo Park, Calif. Mr. Heiken
had been president of a consulting
firm specializing iri loss-control
education.

Excess/surplus

Henry G. Lyle elected executive

vp of Southern Underwriters Inc.,

a subsidiary of

-/ Ffll Inc. imn Miami.

1 He will head the

casualty, bond
an

surplus lines

R.LIhdl departments.

Mr. Lyle was

1 previously vp of

Southerm UnN-—
1 K- derwvwriters .

Mr ' Richard A

Adler elected

irance marketing

ian & Co. Inc. in

26%9
. %0

was formerly in

-einsurance pro-
rahan.

' appointed vp

comings & goings: industry

for the excess and special risk oper-
ations for Fireman's Fund Insur-
ance Cos. in Novato, Calif. Mr.
Brett had been in charge of nation-
wide excess and special risk opera-
tions at Fireman's Fund.

Reinsurers

Hugh M. Sinclair elected presi-
dent of Affiliated Reinsurance
Assns. in New York. Affiliated is
an administrative manager of pools
and joint underwriting associations.
He replaces Donald A. Darn who
is retiring.

Philip W. Mitchell and Edwin
W. Raynolds elected vp of Towers,
Perrin, Forster & Crosby, interna-

tional reinsurance intermediaries
and consultants. Mr. Mitchell is
based in the North Central Treaty
department of the reinsurance di-
vision in Philadelphia. Mr. Rayn-
olds is manager of the reinsurance
division branch office and Western
treaty department in San Fran-
Ccisco.

Franklin D. Haftl promoted to
executive vp of Metropolitan Rein-
surance Co. of New York. Mr. Haftl
is responsible for all underwriting
activities. He was most recently se-
nior vp of Metropolitan Re

Charles J. Crawley Jr. pro-
moted to vp of ERG Management
Corp., a division of Duncanson &
Holt in New York. ERG is the

manager for Extended Reinsurance
Group, which provides airline rein-
surance.

Robert P. Cole elected vp of
Sentry Reinsurance Management
Inc. in New York. Mr. Cole is a
treaty reinsurance underwriter. He
was formerly with Tokio Re Corp.

Agents/brokers

Michael P. Dinstein promoted
to president of the financial re-
search and planning division of
New York-based Fred S. James &
Co. Inc. He previously served as the
division's New York manager and
technical advisor to the chief finan-
cial officer.

In addition, Ronald J. Kutella
was appointed manager of James'
Portland, Ore., profit center and
executive vp of Fred S. James &

Co. of Oregon. He previously was
senior vp and senior producer in
the Portland office. James R.
Parry was named Detroit profit
center manager. He previously was
senior vp-marketing operations in
the Detroit office.

Joseph L. Lombardo named ex-
ecutive vp of Reed Stenhouse Inc.
of New York. He was senior vp and
director of Schiff Terhune Interna-
tional Inc. when the firm was ac-
quired by Reed Stenhouse Inc. last
yvear.

John G. Kneafsey named senior
vp of Marsh & MeLennan Inc. and
head of the the Tulsa, Okla., office.

Sharon K. Sorrell named vp of
the Harry A. Koch Co., an inde-
pendent insurance agency in
Omaha, Neb. Ms. Sorrell previously
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Data base to allow firms to gauge health costs

By DONNA LEIGH VANISH dustries to determine, evaluate and HRI, Mr Hembree explains also expects that some participants basis, he adds
compare health care costs and utili- Those instructions are very gen- will request tailor-made reports to Because many of i-
. C y of the compari
WALNUT CREEK, Calif -Em- zation data eral, he adds "We tried to make the meet their needs sons require statistics from nearby

ployers will soon be able to gauge - Identify and monitor changes system as easy to use as possible In the early stages of the pro- companies, employer participation
how their health care costs and and trends Participants) can give us the infor- gram, before adequate comparison is a key to the NSDB's success. As

hos.thaI Htlhzatl n rates stack up 0 Measure changes resulting mation in Just about any (computer) statistics are available, participants of the first of the year, about 10 em-
against other employers ) from cost containment and health format and we'11 put it into the will be able to order standard re- ployers had joined the system and
The Health Research Institute, a promotion activities right format through a conver- ports that compare the participants' about 40 had signed letters of in-
non-profit health research group, * Create uniform reporting and mon " own experience with standard ex- tent, according to Mr Hembree
nas tesigned s ystom for gahering analysis procecires . femal s o speciied oroup ota, The data base Is geared lowara
) L B - Allow employers to change in- Insurers and administrators gen- Mr Hembree adds larger employers that have enough
formation from participating com- surers or administrators without  erally charge a few hundred dollars How soon an employer will be employees to make comparable
panies around the country. losing historical data to, supply the information needed to able to obtain comfarison data de- data relevant "We think a com-

Each participant in the National * Allow specific, uniform com- participate in the program, he says fpends on where It IS located, he pany with under 500 employees is
Statistical Data Base would then be parisons of insurers' and/or admin- Once enough information is fed explains, since the statistics are not a good candidate,” Mr Hem-
able to compare its data with statis- istrators' performances and effi- into the data base to provide com- geographically oriented bree says
t_lcs fr_om other_co_m_panles_, both na- ciency. parisons, participants may order Companies located in areas that The size of an employer's work-
tionwide and within its region « Allow the creation of pre- standard, optional or tailored re- have few major employers would force, as well as the number of
Until now, employers couldn't ferred provider plans based on pro- ports receive results much quicker than, years of data recorded, are among
make comparisons on any level- viders' demonstrated performance The 12 standard reports include for example, companies based in a the factors in determining how
national, regional or even local- The data base should accomplish an executive summary, administra- large city with many employers much an employer will pay to ob-
says HRI Director William E Hem- all its objectives in a cost-effective tive efficiency/savings monitoring, In some geographical areas, par- tam comparative data, Mr Hem-
bree "Even the largest employers manner, Mr. Hembree adds utilization by type of service; hospi- ticipating companies could receive bree explains.
(because of decentralization) can't The HRI will develop the data tal utilization profiles on both an comparison data in three or four Although he says cost estimates

develop adequate comparison data base from statistics that the partici- inpatient and outpatient basis, and months, Mr Hembree says "In are difficult because of the number
. L pating emplogeprs will suleply to the weekly hospital admissions and other areas, we're looking at up- of factors involved, Mr Hembree
The National Statistical Data research group Participants will discharges ward to a year It depends on the estimates that an employer with

Base will fill the data gap, he says obtain their own cost and utiliza- Two optional reports, which ana- number of employers in the area " from 2,000 to 4,000 employees with
The HRI hopes the data™base will tion data on computer tapes from lyze why hospital stays are overly Several hundred participants a fairly average cost and utilization

+ Allow individual employers, their insurers or administrators fol- long and detail ineligible hosPitaI will be re;1uired before comparable record would pay a few thousand
employer coalitions and entire in- lowing instructions written by the charges, will also be available HRI data will be available on a national dollars for the standard reports i

d ate bOOK Bureau Inc, 41 E 42nd St., New York, N'Y 10017, tection course in San Diego, sponsored by the ous Risk Advisory Committee of Nashvtlle, $135
212-687-3178 University of Southern California, $500 USC, In- before May 9, $150 thereafter Hazardous Risk Ad-
stltute of Safety &-Systems Management, Office of visory Committee, Seminar Registration Desk,
. APR]J_.jh7-
1 N meeting m Phil

) ’ . . . 8 mpetitive Strategies special fopic jon B i rograms, Los Angeles, Metro Civil Defense, 2060 15th Ave S, Nashville,
MARCH »22 Group Insurance. Survival & ciety of Chicago, $30 Minam Hein, CBU. 10 de?%lef S nsoreé et%e'?omef %aﬁf@‘ﬁ'@?@, ﬁ{ﬂﬁ%g‘ié’ enn 385-8575 -
Profitability seminar in E)al?as, sponsored %é/ \R/Xc%er Drtl;veg, Sgpite 230, Chicago, Il 60606, 312- of Actuaries, %1 1£ for so%?ety mer:@/ers, Americgn Tonn 37212, 6153858575
:;gst?fa%m :(hJ:Z’aﬁ:gémtzg;oéos::?ﬁr:egIS— 236-4888 Statistical Assn members and local actuarial club APRIL 18-22 Total Loss Control Management MAY 11-12 Health Care Cost Containment
. . " . ) , $57 f ti $145 thers.seminar in Houston. 1 - workshop in New Y by th It
Hggias 8.GoJac, 229 S 188 St.Philadelphia, MARGH 23 Publ Employee Beneft Plans Soclefiof Aeies; 208'S LaSale’ 8t Chicagd. ional Safely Academy, Sogb 1o, 10575 Kely Kesearch nsitute, $305 R, 49 Cual Cour
A f d A . ’ - a Freeway, Box 15600, Houston, Texas 77224, 713- Suite 200, Walnut Creek, Calif 94596, 415-676-
tional Foundation of Employee Benefit Plan., 932-9400 2320
MARCH 21-23 Techniques of Risk Manage- $130 for members, $155 for non-members IFEBP, APRIL 10-13. Corporate Benefits Management ) i ) )
menkonoference o Atlania.spansored by the 18700 Bluemaund Road, Box 69. Brookheld, conference in New Orleans, sponsored by the In- APRIL 19-21 Industrial Explosion Prevention MAY 11-13. Employee Stock Ownershi 3égafn.
or

members, $445 for non-members Editorial De- ternatior;a7l Foundation of Erzgloyee Benefit and Protgction worksttg)p m New Olrlegnsbsp;ont—. sixth angual csf)4n0ferfence m N?W Orleans, o0t
pactment RIS, 205 E 42nd St New York. 'Y MARGH 23-95 Captive Insuraes Comoanies, IEERE" Box 607 BRSakned, e 53008 41374 o5 BOnt o Raon % 36700, RRgion. Def ohmermers, Giscounts avalabie fo addiiona
course in London, ;ponsored by the Risk Research 19698,302:999-3699 participants from the same company E_SOP Assn,
MARCH 21-24. Reasoning Reinsurancesemingy Group Lid, $350 pounds, plus yalug-added a-< APRIL 10-13 Public Employee Health Plag APRIL 20 Risk Management Information 20036, Z02TF4DG A Sete 400 Washinaten BE
in Dallas, sponsored by the’ University of Dallas, Sue Moore, RRG, |%ge ouse, 181 Queen Vic- A.imint*trators Cost Con*ainment conferenc Sd/stems conference in St Louis, sponsored by . ,
§4§§ Rruce Evans, Knivaamiy,of Palas. Reipsur-oria Street, London EC*V 4DD. England. 01-235- in ChlcaFgo, sponsored by Martin E Seg7a3I0Cg,f igc Corl&orate Systems, $50 Also April 21 in Kansas MAY 11-13. Property Conservation seminar m
) ; ) ifth City,

214-721-5360 Mary L Feldman, Martin E Segal Co, o Matt Davis, Corporate Systems, Box Wilmington, Del, sponsored by the International
Ave, New York, N Y 10019, 212-586-5600 31780, Amarillo, Texas 79120, 806-376-4223 Safety Academy, $275 International Safety Acad-

MARCH 25-26 Product Liability Law program
MARCH 21-25, Property Conservation course m Chicago, sgongored py Professional Educatle APRIL 10-13 National ARgn of Independent APRIL 2429, Risk & Insurance Managernent Texas 77228 FA4GLRY Box 19600, Housten:
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ore . - DL, . S, non- , y : . . |
E{ggg}gz_ gg@BMPS(SP%pA-L Long Grove.?Ifﬁgprgey§\;es ms,1ng, &i@séﬁg\ggway ét, Igox 1423. I%au NAIl Convention &%CG, 333 N Michigan Ave, Conference Department, 205 £ 42nd St , New program in Madison, \Rhs, sponsoreg by the Uni-

aire: Suite 1632, Chicago, Il 60601, 312-782-2958 York, N 'Y 10017, 212-286-9292 Vermty of Wisconsin, $275 Rolf T Killingstad

MARCH 21-25. Fundamentas of Industrial MARCH 26-31.An Ergonomie, Approach to APRIL 1. Canfined Space Eniry Safety worke APRIL 25-26 Princigles of Petroleum Insur Madison. Wié 5370680827554 22 N =@
E{lene ) ni nr@ c?irse |?; on%%rove, aterials anﬂwhn? seminar in 0#1 o&s dcn-s gg 1i New Orleans, %@gred 0SS Preven- ance wo| SQOE in e?rb rarlmlsco, s;fonsore 3}/95 Also MAY 16-19 | Train o
s Pl Lo Pt S gl el ot Sl U el sss, oot brclpna il S Aso e 1610t g s

surance Center, Box 13288, NT Statton, Derton, Academy, $490 ISA, 10575 Katy Freeway, Box
APRIL 11-11 Health Care Cost Conds:in.nent Texas 76203, 817-565-3383 19600, Houston, Texas 77224, 713-932-9400

MARCI—éZZ.kCo”mparative r\(ljegliiﬁncehseminar APdRIL 5%6. Hazardou% Waste \I\//Ianagement workshop m D?]Illas, ﬁponsoregz,b_{v tlhe Health”%e- 1t Suite APRIL 25-29 Idenfification. Sampi dMAY 16.20. Fund ials of Industrial H
| [ NSOr | [d conrert rnngian. Il N | - ntrication mpling an -2ZU. Fundamen naustri -
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geles, sponsored by the University of Southern sponsored by the National LAss Control Service

APRIL 1145. Basic Safety Mint=ement semi- California, $500 USC, Institute of Safety & Sys- Corp, $425 Also May 25-26 in Chicago John

nar m Houston, sponsored by the International tems Management, Office of Extension & In-Ser- Gans, NATLSCO, Long Grove, Il 60049, 312-540-

Safety Academy, $570 ISA, 10575 Katy Freeway, vice Programs, Le Angeles, Calif 90089, 213-743- 2026
Box 19600, Houston, Texas 77224, 713-932-9400 6523

MAY 18-20. National Safety Management So
APRIL 13-14. Dental Insurance seminar in New MAY 2-3. Principles of Petroleum Insurance clety annual conference in Arimgton, Texas, $230
York City, sponsored by American Dental Exam- workshop m San Antonio, Texas, sponsored by for members, $275 for non-members, $20 addi-
( :A N YO U G ET iners, $500, $450 for additional registrants from Professional Development Institute, $395 Also tional for registration after April 1 David M Was-
the same company Milliman & Robertson Inc, May 9-10 m Houston, May 1647 in New Orleans sum, NSMS, P O Box 170174, Arlington, Texas
150 Strafford Avenue, Wayne, Pa 19087, 215-687- and May 26-27 in Dallas PDI Accounting & Insur- 76003, 214-631-6070

A M I D I AI P I N I N s644 ance Center, Box 13288, NT Station, Denton,
e i Texas 76203, 817-565-3383 MAY 22-27 American Industrial Hygiene con-
APRIL 13-15. Association of Insurance & Risk

terence in Philadelphia, sponsored by the Amen-

* Managers in Industry & Commerce interna- MAY 24. Recognition of Accident Potentialin can Industnal Hyglene Assn and the Amencan

O N I ' H ' LAI M tional conference in Oxford, England 130 pounds the Workplace Due to H.m.n Factors course in Conference of Governmental Hygienists, $65 for

plus value-added tax (approximately $240) for in- Los Angeles, sponsored by University of Southern members, $90 for non-members, $15 additional for

surance buyers 1983 AIRMIC International Con- California, $300 USC, Office of Extension & In- on-site registration Stephanie Beldler, AIHA, 475

F RO M YO U R I N S U R E Rf? ference Secretariat, c/o ConEXion, Banda House, Service Programs, Institute of Safety & Systems Wolf Ledges Parkway, Akron, Ohio 44311

f Cambridge Grove, Hammersmith, London W6 Management. Los Angeles, Callf 90089, 213-743-

OLE, England, 01-741-4741, telex 89678 6523 MAY 23-25. Employee Benefits symposium in

San Francisco, sponsored by the International So-

APRIL 14-16 American Society of Safety Engi- MAY 841 Washington Legislative Update Clety of Certified Employee Benefit Specialists,

neers' Western States Development conference seminar, sponsored by the International Founda- $420 for members, $495 for non-members

in Santa Clara, Calif, $225 for members, $250 for tion of Employee Benefit Plans, $390 for members, ISCEBS, Box 209, Brookfield, Wis. 53005

non-members, $75 for Students, non-member res- $465 for non-members IFEBP, 18700 W Blue-

ervation received with member reservation from mound Road, Box 69, Brookfield, Wis 53005,414- MAY 23-25 Fundamentals of Industrial Ex-

same company will be processed at member rate 786-6700 haust Ventilation course in Long Grove, Il

With E&Eyou can! Wearetheonlyclaims administra- it ol Al it il haust Ventilation sourse Iin Long Srove. It
tor in the country to offer claims-based hospital utili- 7669, San Francisco, Callf 94120, 415-3914422 MADY”9 Confined Sg%ceLEntr)(:Safety wo;kshop ﬁi%r&fg%?dogfo%%g% NATLSCO, Long Grove,
. . . . in Dallas. sponsored by Loss Preventton Associ- s - -
zation review by medical professionals. APRIL 15 Workers (Jompensation & Employ- ates, $185 Loss Prevention Aswelates, PO Box
ers Liability Policy seminar m Chicago, spon- 59888, Dallas, Texas 75229, 214-2414396 MAY 23-25. Techniques of Lais Control confer-
Bored by the National Council on Compensation ence in New York City, sponsored by the Risk &
Insurance, $25 for members, $30 for non-members MAY 9-11 1983 Electrical Safety conference in Insurance Management Society; $345 for mem-
EXECUTIVE & EMPLOYEE Patneta LaPham, NCCI. 1 Penn Plaza, New York, Madison. Wis, sponsored by the Unlversity of bers, $445 for non-members Editorial Depart-
BENEFIT PLANS, INC. N Y 10119, 212-560-1095 Wisconsin, $395 Victor P Janule, Department of ment, RIMS, 205 E 42nd St, New York, N Y
. . . Englneenng and Apphed Science, Umversity of 10017, 212-286-9292
Pioneers in our field, yesterday and today APRIL 18-20 Insurance Claim. and Litigation Wisconsm-Extension, 432 N Lake St, Madison,
) ) R i Supervisors seminar in Nashvdle, sponsored by Wks. 53706, 608-263-7429 _ i i
For information m cittes not listed thepDefense Research Institute, $210 ‘f)or membersy. i'\:irl62:’“(2:7(:?;8Iﬁfagsgn?:rzzgs;nir: Is:tr::::f
call C J Wintersteller at $240 for non-members Insurance Claims and Liu- MAY 9-13. Property Conservation course for tional Safety Academy, $570 ISA, 10575 Katy
(614) 486-7188 gabon Supervisors' Seminar, The Defense Re- property owners in Long Grove, lll, sponsored by Freeway, Box 19600, Houston, Texas 77224
. search Institute, 733 N Van Buren St, Suite 650, the Kemper Group, $400 W P Thomas, Jr, NID
Atlanta E A Hightower (404) 256-2900 Milwaukee, Wis 53202, 414-272-5995 (HPR) A-1, Long Grove, lll 60049, 312-540-3380 MAY 24-27 Ergonomics seminar in San Jose,
Orlando Paul Holderbaum (305) 849-6020 APRIL 18-20. Labor-M Trust 4 MAY 1011 M inq Latent O tonal A (‘:jalif, s%%r%sg)lre;j by ;_he Irlltgrr;a;iozal ﬁafety
Columbus C. J Wintersteller (614) 486-7188 IL 18-20. Labor-Managemen*Trustees and | -11 Managing Latent Occupational Academy, nternational Safety Academy,
L K ( ) Administrators institute in Las Vegas, sponsored Disease Liability conference in Arlington. Va, 1057S Katy Freeway, Box 19600, Houston, Texas
Cincinnati L S McCrosky (513) 772-0700 by the International Foundation of Employee sponsored by The Energy Bureau Inc, $695 Linda 77224, 713-932-9400
Cleveland: Joseph Kral (21 6) 886-6800 Benefit Plans. $390 for members, $465 for non- Doren, The Energy Bureau, 41 E. 42nd St, New
Dallas- J M. Bransford (214) 221-2584 members IFEBP, 18700 W Bluemound Road, Box York, N'Y 10017, 212-687-3178 MAY 25. Insurance Accounting & Stall-
69, Brookfield, Wis 53005, 414-786-6700 Assn. conference in Detroit $135 Inte

MAY 10-13. Hazardous Materials Safety semi- Office. IASA, Mutual Plaza, Durharr
APRIL 18-22. Occupational Respiratory Pro- nar in Nashvtlle, Tenn, sponsored by the Hazard- 919-683-2356
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VVho's in control”?

By DONNA LEIGH VANISH

- - = In addition, agencies hiring a producei
Can agencies that accept financial help  iatorings a book of business to the firm
Some agents and brokers are merrily have offered to place a portion of that busi-
moving through the highly competitive = [ ness with Aetna, he says
marketplace with a litle extra help-finan.  1TFTOM INSUrers really be independent? "We haven't formalized a percentage or
cial assistance from insurers dollar amount We're looking for a fair
But does owing an obligation to an in- this octopus than the two legs we see Some assistance they offer An insurer may, for share of the business," Mr Bivona says
surer in return for financial help make an arrangements are being made on a case-by- example, offer one program for agents look- What constitutes a "fair share" varies with
agent a puppet on a string for the insurer to case basis We know there are private rela- ing for assistance so they can add a producer the total premium volume of the agency as
control? tionships being developed " and another for agents seeking funds for a well as the new producer's book of business
Some industry watchers warn agents and There's nothing necessarity sinister about major purchase, like a computer or another Although some agents balk at giving an
brokers that tying themselves to insurers the quiet arrangements, Mr Carr adds agency insurer right of first refusal, that require-
can bundle up their independence But pro- Some insurers Justdon'twant to offer finan- New-producer programs are one of the ment isn't unique to Aetna
ponents of the programs counter that agents cial assistance to everyone, but they will ne- oldest and most widely offered assistance Hartford Insurance Group requires a first
can avoid losing independence if they care- gotiate with an agent whose book of bum- programs Hartford-based Aetna Life & chance at the new business generated by
fully choose the right program ness is profitable for the insurer Casualty Co began its new-producer pro- producers participating in its Sollcitor-sup-
Agents looking for help soon discover a Philadelphia's Reliance Insurance Co, for gram in 1977, notes Gregory M Bivona, port program, according to Marketing Vp
whole smorgasbord of programs for finan- example, will negotiate with agents on an manager-agency development and rela- David M Klein
cial assistance, ranging from simple loan individual basis, according to a spokesper- tions The requirement lasts for the three-year
guarantees by an insurer in return for son for the Philadelphia-based insurer "We Last year about 76 agencies financed new duration of the program Like Aetna, Hart-
maintaining a particular premium volume aren't going to turn anyone away We'11 lis- producers through the program, which IS ford contributes to the agency for 18
to major commission increases for becoming ten to what an agent has to say and decide designed to help train inexperienced pro- months, while the agency must pay back

a virtual one-insurer agency on specific cases " ducers and assist agencies in paying the the interest-free loan during the next 18
Many of the programs offer agents direct The Travelers Corp in Hartford, Conn, salespeople before they generate income months
low or no-interest loans for specific projects also assists agents on a case-by-case basis, Aetna's loan program spans three years, Hartford has financed between 150 to 200

like agency acquisitions, production staff says Lawrence Sundram, second vp for cor- Mr Bivona explains The insurer helps pay new producers through the program, Mr
expansion or automation in return for vol- porate marketing "We're willing to help the new producer's expenses for the first 18 Klein adds
ume commitments add salespeople, buy agencies or purchase months, while the agency repays the inter- A new-producer program from Commer-
There's not a comprehensive list of all the computers If (the agent) has a sound bum- est-free loan over the next 18 months cial Union Insurance Cos comes with a
deals struck between agents and insurers, ness proposition, we'11 evaluate the agency In return for the loan, the agency usually twist The insurer offers a special program
notes Lawrence Carr, president of Carr/ loan request " agrees to give Aetna right of first refusal for for the sons and daughters of agency or bro-
White Insurance in Mason, Ariz, and co- Other insurers are promoting formal fi- the business generated by the new pro- kerage principals, says George Frazier, for-
chairman of a task force on agency perpetu- nancial assistance programs whose benefits ducer, Mr Bivona says However, agents mer senior vp for agency relations at CU
ation sponsored by the Independent Insur- for the agents are offset by standard respon- who don't want to tie themselves to that (A/BT, Feb 1, 1982)

ance Agents of America sibilities, usually some form of volume com- scheme can suggest alternative forms of Mr Frazier IS returning to his agency,
Many insurers publicize formal programs mitments compensating the insurer, he notes, like Anderson-Frazier Insurance Agency Inc in
to agents who can meet specific require- Although no two insurers programs are placing a certain percentage of the new pro- Hope, Ark, after an almost three-year leave

ments, Mr Carr says "But there's more to alike, they can be grouped by the type of ducer's business with Aetna Continued on next page
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Insurers offer agents many forms of assistance

Continued from previous page

of absence to serve as Commercial
Union's liaison with independent
agents.

In the producer offspring pro-
gram, sons and daughters of princi-
pals become employees of the in-
surer for a designated period while
they learn CU's side of the indus-
try, Mr. Frazier explains.

Each trainee follows a program
tailor-made by the student, the par-
ent and the insurer. The programs
are based on one of four modules
covering personal lines, commer-
cial lines, claims or risk manage-
ment.

The training takes from one to
194 years, Mr. Frazier explains.
After that, the student goes back to

the agency or brokerage.
Commercial Union doesn't ex-

pect a right of first refusal for busi-
ness generated by the new pro-
ducer, Mr. Frazier says, but it does
want to be one of the agency's top
mnsurers.

The producer offspring program
is part of a comprehensive assis-
tance program offered by Commer-
cial Union called CUDAP, or Com-
mercial Union's Design for Agency
Perpetuation.

All the assistance plans in the
CUDAP program-including loans
for acquisitions, computerization,
advertising and public relations-
are separate, Mr. Frazier explains.
An agent can participate in any or
all of the plans. How many agents
have used the programs is hard to
gauge, he notes, because they are
implemented at the local level.

St. Paul Cos. lhc. in St. Paul,
Minn., expects about 300 agents to
participate in its new-producer
program this year, says Jerry Haug,
senior marketing officer (see story,
page 240).

Financing a new producer is just
a part of the insurer's program, he
explains. Agents receive help in re-
cruiting, testing, training and fi-

nancing new sales representa-
tives.

St. Paul insists on a standard re-
payment formula in its program.
But agencies that meet specific vol-
ume commitments can reduce the
principal on the loan, Mr. Haug
says.

"An agency can gain 50% for-
giveness for the loan if the new
producer places $100,000 in new
business premium volume with the

insurer,"” Mr. Haug explains. In ad-
dition, the agency as a whole must
place $250,000 above the amount
established in a base period. For
example, an agency places $150,000
during the 12-month base period
with St. Paul. The agency then has
one more year to place $400,000
with St. Paul in order to obtain 50%
forgiveness of the loan.

St. Paul also expects certain
things from the agents participat-
ing in its loan program for acquisi-
tions, Mr. Haug continues. Under
that program, agents can borrow
interest-free money for acquisitions
if they place new business with St.
Paul equal to the amount of the
loan.

For example, assume an agency
that currently places $100,000 in

Aviation insurance for down=to-earth fliers.
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devil-may-care postwar fliers took their spirit, judgment and intuition just a few feet off the
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premium volume with St. Paul
borrows $100,000 to acquire an-
other agency. If the combined sales
force produces $200,000 worth of
premium volume for St. Paul the
first year, the agency wouldn't pay
any interest on the loan, Mr. Haug
explains.

After that the agency must in-
crease its premium volume with St.
Paul by at least 15% annually to

keep from paying interest on the
loan for the duration of the

loan.

Although growth is important to
qualify for Aetna's acquisition loan
program, agents must give strong
evidence of their financial strength
to qualify, stresses Richard E. Ear-
ley, director of agency develop-
ment and marketing. The insurer
provides 9% acquisition loans for
agents who place from 18% to 30%
of their business with Aetna, he

says.

"Agents must have a defined
program for the money. We'll help
finance mergers or acquisitions or
perpetuation plans, but we won't
loan money for working capital.

crs—

Mr. Frazier

"We review the cash flow and
debt-to-equity ratio," Mr. Earley
says, adding that Aetna isn't look-
ing for specific numbers. "But we
expect the agent to have something
at stake. We don't take the full
load.”

The investment financed by the
loan should fit into a well-defined,
long-range plan for the agency, Mr.
Earley says, An agent who wants to
finance a new acquisition, for ex-
ample, may not have the internal
systems needed to process a larger
volume of business.

In that case, an acquisition, made
possible by a loan, may hurt rather
than strengthen the agency. "We
don't think we're doing an agent a
favor if we loan him money to help
him make a financial mistake," Mr.
Earley says.

Some agencies are surprised
when Aetna asks to review its
books, he says. They say other in-
surers with similar programs
haven't asked to see the

books.

An agency that Aetna turned
down for a loan because it was
technically insolvent received
funds from another insurer, Mr.
Earley notes.

One agent who says he went

shopping for financial assistance
from insurers also noted that sev-
eral didn't ask for financial state-
ments. However, most agents
would balk at opening their books
for an insurance company, he adds.
Agents who look to banks and
other lending institutions generally
have to prove their financial
strength. But many banks don't un-
derstand the insurance agency
Continued on facing page
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Continued from facing page paperwork he says. both the two maJor agent associa-
business, Mr Earley says Many "There's an opportunity there to get more Qualifying agents can alse re- tions-the Independent Inrtrance
don't recognize what agents say is ceive underwriting and pricing au- Agents 05 America and the Na-
one of their major assets-goodwill money into our door. We don't-have to thority, Mr Grady adds tional Assn of Professional Insur-

Some agents are fortifying their
financial strength in the bankers'

Other benefits in the Compar ance Agents-ha e undertaken

worry about markets drying up,' Ernest
ry ying up, program include advertising pub- (see story, page 24E) Yet, while

eyes by providing financial guaran- Hauser. president of The First Agency in lic relations and sales promotion agents want to preseri e their inde-
tees from insurers Aetna has pro- Although agents trade their abil- pendence, they also want to
vided some guarantees, Mr Earley Baytown, Texas, says of the CNA program. ity to contract with whatever in- strengthen their markets Some
says Those cases were unique and surers they choose, he says they may need the insurer assistance
not really publicized, he notes, but don't give up their independe-ice Just to stay alive in the highly com-
the insurer is currently creating a Other insurers say they aren't agement for CIGNA, "but It has "Compar agents own the.r ex- petitive marketplace
more formal program for loan alarmed when agents Join pro- groTA n dramatically in the last 18 pirations, and the rights to renewal AnNd, the market for assistance
guarantees grams offered by competitors un- months We started 1982 with about We both agree to a five-year com- programs :s competitive, too
less the premium volume they re- 105 agents and ended the year with mitment but after that, participat- "With all the loans and loan

Agents can participate in ceive falls sharply In that case, one about 150 We expect to finish 1983 ing agents can leave the program " guarantees available, some agents
Aetna's various loan programs insurer noted, it would probably with about 200 Compar agents.” Compar agents can make special are pitting one insurer against an-
without making significant recommend terminating their awn Many agents are drawn to the arrangements with other insurers or.her," Hartford's Mr Klein points
changes in their operations Some agency/insurer agreement Compar program because It can cut for particular products with out
insurers' programs, however, affect CIGNA Corp, :hough, requ,res their agencies' internal cost b> 30%, CIGNA's blessing, notes Dick Cha- "We get mto matches with other

many aspects of the agency's busi- agents in its Compar (Com- Mr Grady says Agenc> personnel zal, president of Chazal-Blair- insurance companies Some agen-
ness and may require it to meet pany/Agency Relations) program need only know one insurer s Wade-Noland Insurance Agency in ties have two three, or four major
more than Just volume commit- to sign an exclusive market agree- manuals and policies and one set of Ocala, Fla That helps the agents markets, some with less than 25% of

ments ment (see story, page 24F) underwriting rules, elaims proce- maintain their independence the agency s book of business, and
Some assistance plans include "The program has been around dures and billing instructions the agency is pitting us against each
more than Just loans for about 10 years," says John P Agents have more time for selling Safeguarding the independence other There is a point where it Just

Participants in Chicago-based Grady, head of distribution man- because they aren't tied up with of independent agents is a task that isn't worth it'
CNA Insurance Cos' High Perfor-
mance program must agree to a
business plan negotiated by the
agency and the maurer, according
to a CNA spokesperson Included in -
that plan is a commitment to pro- 60. 1. Mi e 41%5 %Id".,
vide CNA with up to 40% of the eli-
gible business produced by the
agency in commercial and personal
lines, including life insurance HULL 8[COMPANY, INC. 1983: THE 21st.YEAR.

"The requirement (to produce c
life insurance) has probably kept
some agents out of the program

We have found that's one of the

tougher selling points," the spoke-

sperson admits "But we feel selling Diamatic events over the past several

all lines is a much more efficient

way to sell insurance " ¥ears have re-shaped the nature of the
In return for meeting CNA's re- insurance business Economic, legal,

quirements, agents have access to and technological changes have created

perhaps the widest variety of assis-
tance programs

First, agents can choose either a
five-year or three-year plan The

- . .
five-year plan, called Tier |, in- the quickening pace of change, Hull
volves a non-eancelable contract e S O l l I I l & Comoany risk specialists are increas-
guaranteeing a market in all major . | lled by th It
lines Agents participating in Tier | INgly called upon by the smalil-to-

also receive a more favorable medium volume agent-as well as the
fr”tngnegnagreement than to t h e large-to consult on some rather dif-

t cult unde,writing quest,ons.

a virtual "risk explosion.”

It is no small coincidence that with

Agents participating in the
9 P .p 9 . In most cases, we are able to render
three-year plan, Tier Il, receive a e m a n S
non-cancelable contract also assur- valid opinions, otfer feas. ble solutions
ing them a market in all major -issue immediate binders That is

lines, but they receive the standard . .
our purpose It b why-in this our

profit-sharing agreement
The program also includes low- o twenty—first year-we have emerged as
interest loans for perpetuation, ex- a major firm in our field Stillindepen-

pansion, automation and general . .
agency operation dently owned. singularly responsive

CNA.will also subsidize several C h a n e
- O Whether your risk opportunities are

insurance agency consultant ser-

vices, including Holgate & Associ- large or small: hard-to-.place or com-
ate's 25 PLUS programs, a manage- monplace, we invite you to call on
ment efficiency service, Insurance . . .
Marketing Services Inc 's Nordhaus As Even in the most demanding envi-
Marketing/Management Systems, ronment, Hull cari handle it

and Hales & Associate's Planning
Sales Perpetuation Manual. .

Although the subsidies for con- .
sulting services are attractive, one - — * *
agent notes that Inarket guarantee )) ))

is the High Performance program's

- . {2 Fflg 2%24:- 90 4- -

"There's an opportunity there to VoA : . A .
- q-A- <1- >
get more money into our door We *S 412 L. *'A i <1 * "ff’ xe e 4%9 Géi *ig -
don't have to worry about markets . «*,;4161, V-414*", +3 9..1* . ;45
drying up," says Ernest Hauser, ' - /2518 h

presiden: of The First Agency in
Baytown, Texas Mr Hauser ex-
pects over the next three years to
place 40% of the agency's business
with CNA, which he says is proba-
bly the agency's No 1 insurer

But, he says, CNA doesn't expect
High Performance agents to stop
representing other insurers
"They're realistic They know
someone can't just represent them
Their program is probably tighter
(than other insurers'), but they're
giving us more "

11.1

CNA claims it hopes other in-
surers offer as broad an assistance
package as the High Performance
program, according to the CNA
spokesperson “We could see an
agent having two or three other
(similar) programs in place "
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St. Paul wants 'fair share' in return for loans

Does an insurer that loans you
money always become your
agency's No. 1 insurer?

Strengthening market share is a
prime motivation behind insurers’
financial assistance programs,-
many agents agree. Insurers often
tie volume commitments to loans to
position themselves in one of the
top spots in an agency.

Some insurers even require a
right of first refusal for business
generated by a loan.

Other insurers including The St.
Paul Cos. Inc. of St. Paul, Minn.,
say although they don't expect to
fill the top spot on the agency's in-
surer list, they want a "fair share"
of the agency's business in return
for a loan.

As two agencies participating in
St. Paul's new-producer program

show, these requirements may or
may not put an insurer into the No.
1 spot.

St. Paul became the agency's top
insurer from fourth or fifth of eight
after The Insurance Connection in
Minneapolis joined its new-pro-
ducer program, says President
Douglas L. Schultz. The insurer is
helping finance five new producers
in the agency, he notes, adding that
a sixth newly hired producer left’
the insurance business before com-
pleting the program.

Along with lending financial as-
sistance, St. Paul helps recruit, test
and train new producers.

The number of salespeople in the
new-producer program helps ex-
plain St. Paul's move up the
agency's insurer list.

"We had to multiply our new

producers' commitment by five,"”
Mr. Schultz explains.

St. Paul requires participating
agencies to place $100,000 of each of
the new producer's premium vol-
ume with the insurer over 18
months. The agency also must
place roughly $250,000 in new busi-
ness with St. Paul. In return, half
the loan will be forgiven.

Multiplying the $100,000 com-
mitment by five and adding
$250,000, the Insurance Connection
must place about $750,000 of new
business with St. Paul to have half
its loan forgiven. The agency's cur-
rent total premium volume is about
$2.5 million, Mr. Schultz says.

Four offices in the St. Paul/Min-
neapolis area with a total of 12 pro-
ducers currently generate that pre-

mium volume, Mr. Schultz notes,
and two of the new producers will
open additional branches.

"We're just now beginning to see
real results. We have noticed a few
elements missing in the training
program.

"One (missing element) is educa-
tion for the agency principals to
learn what to do with the new pro-
ducers when they get here. We
need help setting up goals and m ar-
keting strategies," Mr. Schultz says.

The training program for rew
producers was an initial problem
for Insurors & Investors Agency in
Salina, Kan., which writes about
$2.5 million in premium volume,
says President Dean Groves.

The agency's new producer was a
direct writer before joining In-
surors & Investors, Mr. Groves

PILOTANNOUNCES
Foul*" POINT PLAN TO CUT
MEDICAL INSURANCE COSTS

RISING COSTS COULD VERY WELL UNDERMINE THE
HEALIH CARE STRUCTURE OFAMERICA. HERES WHAT PILOT
IS DOING TO HELP REVERSE THE TREND.
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Health Education & Lifestyle Planning

The explosion of medical technology.
combined with an increased use of
medical services, is producing a parallel
explosion in medical costs that could put
proper sicknesscare beyond the financial
capacity of the average family. Until
recently. medical insurance has filled the
gap. But costs are rising so rapidly that
premiums are becoming prohibitive.
Pilot Life shares the national concern
for this situation and has taken positive
steps coward corrective action. Most
recently Pilot put into effect a Four-Point
Health Plan embracing the following

concepts.

PLAN DESIGN

Americans have become used to insurance
plans which. becauseof their low deducti-
bles. high maximums and broad coverage,
tend to encourage excessive use. What is
needed are plans designed to encourage
prevention more than cure. Plans which
encourage moreconcern forcost and effi-
ciency by both the insuredand the medical
community, Plans which make use of
alternative, low-cost service.

Pilot was a pioneer in providing such
plans with its Control-Med program specif-
ically designed to encourage less costly
outpatient treatment, second opinions

for surgery and the like. Other innova-

tive plans are in the works and will be
announced soon.

MANAGEMENTREPORTS

Pilot's state-of-the-art. on-line claims
system. PACE.. not only provides fast
handling of claims. it also generatesa wide
range of reports which enable employers
toaudit their insurance programs. Tocom-
pare charges of the various providers of
medical services. for example. to see which
are most efficient. Or to see which kind of
illnesses or accidents are most common
among their errployees. Armed with this
information. employers are better equipped
to negotiate for more efficient care and
to counsel employees seeking medical help.

COST CONTROL

A special Cost Control unit has been set up
at Pilot which concentrates on reviewing
unusually large claims. auditing charges
of hospitals where services seem inconsis-
tent with treatment, or where costs seem
out of line. They are in constant contact
with Professioral Standards Review
Organizations. and other auditing organi-
zations across the country. seeking more
effective means of cost control.

HEALTH EDUCATION &
LIFESTYLE PLANNING

The best way to cut medical costs is not to
get sick in the first place. That's why Pilot
has inaugurated Health Education & Life-
style Planning, a program designed to assist
emoloyers in developing health mainte-
narce programs for their employees. It
addresses such problemsasoverindulgence
in eating, drinking and smoking. drug use.
hypertension detection. stress management.
and the general problem cf staying phys-
tally fit. It involves everything from
pamphlets and payroll stuffers to worksite
classes and exercise facilities to nutrition
programs and blood pressure testing

Pilot managment has also taken an
active leadership role in the campaign for
health cost containment promoted by
industry groups such as the American
Coincil of Life Insurance and the H.I.A.A.

lust as there is no single cause for the
inflation of medical insurance costs. there
is r.o single solution. But we feel our Four-
Po-nt Plan is an important first step in
controlling those costs for our policy-
owners. If you'd like to know more about
ou- group plans and our cost control pro-
gram. please contact Pilot Regional Group
Office, or the Group Division. Pilot Life
Insurance Company, P.O. Box 20727.
Greensboro, NC 27420. Orcall(919) 299-4720.

We're Pilot Life. In the top 3% of the
wecrld's leading insurersoffering Life. Group.
Health. Pensions and Equ.ty Products.
Ard proud of it.

A Jefferson-Pilot Company

WERE LOOKING FORBETTER WAYS TOHELPYOU THROUGH LIFE.

explains. "Insurance wasn't new to
him, and he didn't need the first
program (St. Paul) had scheduled
for him." The producer's training
had to be tailored to his specific
needs, he says.

St. Paul's training concerned the
the insurance industry in general,
Mr. Groves notes. "They didn't at-
tempt to make him an exclusive St.

Paul agent.
"We do have to submit to St. Paul

the results of how much the new
producer sells of each insurance
company's products."

St. Paul is one of only four major
insurers in the agency, Mr. Groves
notes, adding that a consolidation
effort more than a year ago re-
duced the number from six. Before
the consolidation, St. Paul ranked
about fifth in the agency, but he
says it will probably climb to the
No. 3 spot.

"l don't think they'll ever be No.
1. We have one company (which
has given the agency underwriting
authority) that approaches 35% of
our business; St. Paul is closer to
10%. We haven't felt the need to

transfer business (to St. Paul), espe-

Mr. Schultz

cially with the (other insurer's) un-
derwriting program,” he says.

The agency also has under-
writing authority from St. Paul. Al-
though that authority, along with
the new-producer program, didn't
give St. Paul the top spot in the

agency, it did help save the insurer
from the consolidation ax.

"St. Paul was one of the insur-
ance companies we decided to give
up,” Mr. Groves admits. But St.
Paul's offer of the underwriting au-
thority caused the agency princi-
pals to change their decision, as
well as to ask about the new-pro-
ducer program.

Underwriting authority is very
important for the agency, Mr.
Groves notes. "We have had a
problem getting service from insur-
ers. Our problem was really one of
visibility in the (insurers') Kansas
City branch offices." Salina is about
150 miles west of Kansas City.

The ability to underwrite risks
makes servicing policies easier and
"there's something habit-forming
in the ease of doing business," Mr.
Groves says.

While business ease may help di-
rect policies to various insurers,
volume commitments do not, he
contends. "Some (types of risk)
could go to St. Paul, but it won't be
because of volume commitments.”

The new producer placed most of
his business with St. Paul during
his first six months with the agency
and that put him over the required
$100,000 mark, Mr. Groves says.
The agency hasn't met its $250,000
requirement yet to have 50% of the
loan forgiven.

But the new producer, financed
with the help of St. Paul's program,
has pushed all the agency's pro-
ducers to increase their new busi-
ness volume, he says. Since he
started, all the producers have been
bringing in new accounts. .



IIAA president noting
experiments' by insurers

PALOS HEIGHTS, Ill,-Agents
and brokers guard their policy ex-
pirations with the fervor of knights
keeping watch over the realm.

Whoever owns the expirations
owns the agency, agents and bro-
kers stress.

Rumors of agents with close ties
to an insurer cause the guardians of
the agency system to carefully in-
vestigate who owns the policy ex-
pirations-a sign of whether the
ties are a help or a hindrance. But
although expiration ownership is
an indication of who controls the
agency, that control isn't as clear-
cut as it was in the past.

Insurers are experimenting with
their distribution system, notes
Jack Payan, president of the Inde-
pendent Insurance Agents of
AmMmerica and president of
Payan/Stitt Insurance Corp. in
Palos Heights, lIl.

The experiments aren't necessar-
ily bad for agents, he says, noting
that the -IAA board of directors last
year endorsed the belief that agents
and insurers must experiment with
innovative programs and coopera-
tive relationships in response to a

IkL__

Mr. Payan

changing marketplace.

While IIAA accepts the idea of
experimentation, it keeps an eye on
the form those experiments take.
"We investigate (close agent-in-
surer ties) very carefully. We want
to know if insurers are overtly pur-
chasing agencies,” Mr. Payan
explains.

The picture some agents draw of
dragonlike insurers gobbling up de-
fenseless independent agents just
isn't real, he emphasizes. Yet, some
agents' ties to insurers are closer
than the traditional independent
relationship between the insurance
provider and the distributor.

Examples of agreements that
violate the traditional independent
agent/insurer relationship include
rights of first refusal for the busi-
ness the agency generates, com-
puter ties that limit the agency's
ability to represent other insurers
and selling equity interest in an
agency to an insurer.

Long-term insurer ownership of
agencies sends shivers up the
spines of many independent
agents.

They :tess, however, that their
opposition is to long-term arrange-
ments. Agents generally applaud
insurers who are willing to buy out
a desperate agency owner to keep
the firm active while looking for a
way to return the agency to the in-
dependent system.

"That's warehousing and we
think it's great,"” Mr. Payan says,
adding that those agencies must be
returned to an independent status
as soon as possible.

Although most insurers deny
they own agencies other than
under warehousing agreements,
they haven't convinced agents.
"Every insurance company proba-
bly owns an agency or two," Mr,
Payan comments.

But, he adds. most will probably
divest themselves of those agencies
rather than use them as a base for a
captive distribution system.

Insurers agree that no insurance
company can afford to buy a distri-
bution system by purchasing indi-
vidual insurance agencies, Mr.
Payan says. The business just isn't
profitable enough for the insurers.

"But I've recently visited the top
35 (insurance) companies. They're
concerned about the distribution
system. In fact, that's probably the
No. 1 concern running through in-
surance companies."”

The distribution system is evolv-
ing, he says, adding that "the sys-
tem of independent production
isNn't going to gc away." -
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One-insurer agencies claim advantages

Representing only one insurer
has advantages over the traditional
multi-insurer system most inde-
pendent agents use, say some
agents who should know.

"Having only one insurer con-
tract is much more efficient. We
used to have 21 accounts current.
Now we don't drown in paper,-
says Dick Chazal, president of Cha-
zal-Blair-Wade-Noland Insurance
Agency in Ocala, Fla.

The agency has participated in
CIGNA Corp.'s Compar (Com-
pany/Agency Relations) program
for almost a year, Mr. Chazal says.
In that time, it has reduced the cost
of producing and servicing its $10
million premium volume by 10%,
he adds.

Another agent notes that Compar
agents drastically reduce or elimi-

nate the expense for agents' errors
and omissions coverage under
CIGNA's program. Compar agents
receive $1 million in E&O insur-
ance at no cost, he says.

Income for Chazal-Blair is also
higher than under the multi-in-
surer system, Mr. Chazal says.
"With commissions, plus fees for
undertaking rating and under-
writing responsibilities, we're a
couple of points higher in income
for the same book of business. By
the second year, we expect to be
15% more profitable.”

The rating and underwriting au-
thority available through the Com-
par program were two drawing
cards, Mr. Chazal says.

"We wanted to be rewarded for
individual efforts (rather than just
for production). If we could prove

we were effective and efficient (in
rating and underwriting), we
wanted to do it and get paid for it.

"We knew we could perform
some services better” than the in-
surer, Mr. Chazal says, adding
CIGNA was receptive to the plan.

Mr. Chazal first heard about the
program in 1973 while serving on a
Florida Assn. of Independent
Agents committee studying alter-
native methods of producing insur-

The program was sponsored by
INA Corp., which merged last year
with Connecticut General Corp. to
form CIGNA.

Compar wasn't refined back
then, Mr. Chazal contends. "It was
originally designed for smaller
agents and didn't contain exactly
what we wanted. Our agency de-

cided that offering total financial
services was the way to go."”

Although the agency wasn't T re-
pared to commit all its efforts to
INA back then, Mr. Chazal adds,
the insurer was a major market for
the agency.

Chazal-Blair took a second look
at the program about seven years
later.

Negotiations lasted about 18
months before the agency and in-
surer formalized the agreement,
Mr. Chazal explains. "We were sold
on the idea, but we had to sell i: to
the people in the agency."

The agency principals told their
employees about the plan when ne-
gotiations begun, Mr. Chazal says.
"The biggest problem was with the
producers. They were getting Paid
strictly by commission and some

REFUND OFFER:

$15

000 000
FOW

INSURANCE

BROKERS

Reffet Limited (Refund of Federal Excise Tax), a company formed by
170 London Market insurance companies, has agreed with the IRS to a
simplified procedure for refunding federal excise tax as the result of a new
U.S./U.K. tax treaty. The tax that is refundable is based on premiums
paid by U.S. brokers to British insurance companies between
January 1, 1975 and June 30, 1981.

U.S. brokers who placed business with British insurance companies
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would talk about sales they would
have made" if they sold multiple
insurers' products.

CIGNA salespeople helped sell
the agency's producers on the pro-
gram, Mr. Chazal says during a trip
to CIGNA's Philadelphia office.

The program embraces the con-
cept of target marketing. "We con-
centrate on selling products we
know well," Mr. Chazal explains.
"Target selling is much easier for
the producers. We used to have the
problem of keeping all the cover-
ages straight. Now we know our
products and its much easier to
train people.

"We'll be much better insurance
people. Now all the salesmen are
convinced that this system works."

Selling the concept to the
agency's clients wasn't as difficult
as convincing the salespeople, Mr.
Chazal says. "The majority of our
clients buy from us rather than
from the insurance company.”

Rather than emphasizing that
the agency only sells CIGNA prod-
ucts, producers tell prospective eli-
ents that they'll place the risks with

CIGNA for specific reasons, he
adds.

Mr. Chazal

CIGNA, however, didn't want to
underwrite all of the agency's poli-
cyholders, Mr. Chazal says. "They
let us see we were writing business
we shouldn't have been writing.
And while you're doing that, you're
not out selling."

And in some cases, the agency
made special arrangements with
CIGNA to keep policyholders with
their current insurer, he adds.

Carlisle-Andrews Inc., an agency
in Alexandria, Minn., also received
CIGNA's blessing to sell specialty
products through another insurer
after joining the Compar program
in 1975, according to President
Lloyd E. Andrews.

St. Paul Cos. Inc. is the primary
market for medical malpractice in-
surance in the area, he explained,
and the agency negotiated a con-
tract to retain St. Paul as the mar-
ket for the coverage. Other cover-
ages, however, are all placed with
CIGNA, Mr. Andrews says.

The insurer's monopoly on the
agency's business, while yielding
benefits, can also be a disadvan-
tage, he notes.

One of the program's drawbacks
is its isolating effect on member
agents, Mr. Andrews says. When
agents don't shop the marketplace,
they lose track of the competition.
"You learn too slowly that you
don't have the best price. You have
to rely on the knowledge of the un-
derwriter.”

Agents in the Compar program
must also know the underwriter
well to know by what standards
risks are being evaluated, Mr. An-
drews continues. Compar agents
learn to evaluate risks according to
CIGNA's standards, he says, adding
that "you must seek business that
(CIGNA) wants." -
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NEW ORLEANS-Don't merge,
consolidate, advises John Pryor, vp
of communications of KIA Insur-
ance Associates Inc. in Bakersfield,
Calif.

Mr. Pryor, who helped form KIA
from five other agencies in 1971,
shared his experience last month
with agents at the 10th annual con-
vention of Insurance Management
Services Inc., which supplies mar-
keting tools to member agents.

Consolidation offers agents some
of the advantages of a merger
while avoiding some of the disad-
vantages, he explained.

Mr. Pryor distinguished the two
forms of combinations by describ-
ing the end result. After a merger
of two or more entities, the original
firms cease to exist, having been
replaced by a new entity.

After a consolidation, the origi-
nal entities don't lose their identi-
ties; they just add a top layer of op-
eration. Participants create a sepa-
rate corporation that functions in
conjunction with the individual
member agencies, Mr. Pryor said.

KIA Insurance Associates (whose
named was changed Jan. 1 from
Kern Insurance Associates Inc.) is
the name of the upper level of the
consolidation. Most of the member
agencies stress that name rather
than their own, notes Mr. Pryor,
who owns John Pryor Insurance
Agency Inc.

Despite the common name, how-
ever, "The upper level must be
kept separate from the individual
agencies," he says. "And the consol-
idation must be equally beneficial
for all member firms.”

Like mergers, the major benefit
of a consolidation is increased bar-
gaining power with insurers, Mr.
Pryor noted. The upper level con-
tracts with the insurers. Each
agency then carries the clout of the
premium volume of all member
agencies combined.

The two methods of combining
forces have other common advan-
tages as well, Mr. Pryor continued.
Member agencies can mix their ad-
vertising budgets to give all mem-
bers greater media exposure.

Other group purchases, including
computer equipment, can also be
accomplished with economies of
scale, he said.

Both mergers and combinations
can supply an individual agency an
avenue for perpetuation when the
principals leave the firm. But easy
perpetuation of the entity may be
an advantage consolidations offer
that mergers leave behind, Mr.
Pryor said.

"There's a great deal more flexi-
bility to a consolidation (than to a
merger); the entity isn't trauma-
tized when a member agency
leaves the group."

Splitting up is easier, he notes,
because members in the consolida-
tion don't mix their books of busi-
ness. Unlike a merger, consolidated
members retain total and separate
ownership of expirations, he said.

Consolidated agency principals
have more control over production,
expenses and administration than
do principals of merged agencies,
he added.

Despite the advantages, consoli-
dations do have some disadvan-
tages, Mr. Pryor told his audience.
Admitting that consolidations are
less-formal arrangements than
mergers, Mr. Pryor said the mem-
bers' diversity can make planning
difficult. "The decision-making
process can also be intolerably
slow."

To ease this disadvantage, KIA
Insurance Associates minimizes the
number of decisions made at the
upper level, Mr. Pryor said. The
function of the parent corporation,
operated by the member-agency
principals, includes contracting

with insurance companies, coor-
dinating advertising and preparing
the corporation's strategic plan.
Member agencies must use the
same accounting system because
the parent corporation must supply
current consolidated accounts to
each insurer, Mr. Pryor notes.
Right now, however, the group
doesn't have a common computer.
Acquiring a system is one of the
objectives established in the strate-
gic plan, he said. The planning sys-
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e Consolidation can offer the advantages

of a merger without pitfalls, agent says

tem is divided into five areas, in-
cluding automation, with each
member agency principal responsi-
ble for one area.

The agency principals who
formed KIA Insurance Associates
didn't want to share some duties
and privileges, Mr. Pryor pointed
out. The agency principals can use
their own criteria to judge who will
make a good producer since each
agency recruits and trains sales
staff. Managing service staffs, as
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well as procedures to service ac-
counts, are also left to the individ-
ual agencies.

Member agencies each make
their own acquisition decisions, Mr.
Pryor says.

Some member agencies in the
consolidation may grow faster than
others, Mr. Pryor notes, or they
may be different sizes from the
outset. In that case, profit-sharing is
distributed proportionally, he said.

KIA equally allocates overhead

costs, which include the price for
maintaining one staff person at the
upper level, between the members,
Mr. Pryor says. Each member
agency pays $120 per month for ex-
penses associated with maintaining
the consolidation.

Producing business is usually an
individual effort for each agency,
but the consolidation maintains an
iron-firm rule, Mr. Pryor notes.
"You do not take someone else's ac-
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Agency attributes growth to many factors

NEW ORLEANS-Can you say
that the premium volume in your
agency or brokerage has mutiplied
by eight in the last eight years?

Martin A. Lebson can, and he
told a group of agents at last
month's Insurance Management
Services Inc. annual convention
just how he and his partners at
Popkin, Lebson, Bergstein Inc. In-
surance stimulated that growth.

Mr. Lebson attributed the
agency's success to several factors:

« A series of mergers in 1974
that combined the three agency
principals' forces.

« The agency's purchase of a
computer system with equipment
manufactured by Wang Labora-
tories Inc. and software developed
by Redshaw Inc.

« A life insurance sales depart-

ment the agency began six years »

ago.

* A comprehensive advertising -

campaign that helps communicate
the agency's sales and service mes-
sage.

* The principals' willingness to
take chances.

Taking a chance on merging
three small firms not only gave the
agency a larger premium volume
and therefore more clout with in-
surers, but other benefits, too, Mr.
Lebson said.

Combining three agencies eli-
minated problems of agency per-
petuation. One of the new princi-
pals brought with him two sons
eager to learn the agency business,
Mr. Lebson noted. By planning
ahead, the principals could struc-
ture the sons' income to help them

buy the current partners' share of
the business when they retire.

The merger also enabled part-
ners to specialize, he noted. For ex-
ample, when Chubb Group offered
Popkin Lebson a chance to be a
pilot agency for a computer inter-
face project, one agency partner
freed himself from other responsi-
bilities to specialize in automation.

Popkin Lebson discovered that
computers can help the agency
grow. Account servicing can be-
come more efficient with a com-
puter, Mr. Lebson said, noting that
service representatives can rate by
computer through Chubb's system.

The agency also has a computer
link to Hartford Insurance Group,
he added, but Hartford's system
doesn't have the rating capability.

Popkin Lebson's principals be-

WHY HAS OUR POLLUTION

lieve in pioneering new techniques.
"Don't wait until something is per-
fected before you try it," he ad-
vised.

Establishing a sales center .n an
insurance agency is another con-
cept that hasn't been perfected
through years of refinement. Pop-
kin Lebson, however, started a
sales center two years ago. Air.
Lebson said.

The agency hired a part-time
employee to call potential prospects
and set up appointments for pro-
ducers to follow with a visit "At
first | was skeptical. What ousi-
nessman is going to make an ap-
pointment with a woman who
calls? Lots."

Last year, the efforts by two
part-time employees resulted in
$100,000 of property/casualty sales,
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Mr. Lebson said. The agency paid
the employees $4 per hour plus $10
commission on each appointment
they established, for a total cost to
the agency of $4,800.

The cost of selling life insurance
is much less than selling prop-
erty/casualty coverage, Mr. Lebson
notes. "We aren't general agents of
any life insurance companies, we
have no obligation to anyone."

The agency solicits life insur-
ance through direct mail and at
pension seminars. Over its six-year
experience with life coverage, the
agency's volume has grown to
$120,000 in life premium volume
from $30,000, he added.

"Life insurance helps us keep ac-
counts, and sometimes we get into
new accounts that way as well."

Getting and retaining accounts is
easier with a strong advertising
program, Mr. Lebson said. Several
years ago the agency hired an ad-
vertising consultant to develop a
campaign.

The consultant, trying to develop
a symbol for the agency, asked
about unusual risks Popkin Lebson
had placed.

The result was a campaign using
a hippopotamus with the slogan, "A
company that can insure homes,
business, life and even your
hippos."

The advertising campaign has
been successful, Mr. Lebson said,
adding that it was the result of the
agents' effort to seek advice. Out-
siders can be helpful, he said-use
T ae—r = an _ —

Insurance World
ends operations

DENVER-Competition, poor

sales and lawsuits have forced the
shutdown of Insurance World, the
Denver-based agency franchise
group, the company announced.

Insurance World shareholders,
including Lincoln National Corp.
of Fort Wayne, Ind., which owns
about 90% of the stock, approved a
plan last month to suspend opera-
tions pending a review of the com-
pany's finances and a re-evaluation
its prospects.

The franchise group, which
began operations in 1981 and was
purchased by Lincoln National in
February 1982 for about $9 million,
L?E,O"ted about 29 members at year-

The membership growth, how-
ever, had virtually ceased in recent
months, leading to failing finances.

"It's clear that a combination of
factors led to the decision," ex-
plained J. Michael Keefer, associ-
ate general counsel for Lincon Na-
tional. "Insurance World lost a lot
of money, mostly due to the intense
competition in the field.

"Secondly, the change in owner-
ship that occurred when we pur-
chased the company led to serious
personnel turnover."

Lawsuits involving founder and
former Chief Executive Officer Mi-
chael Shinn and other franchise
groups also took their toll on the
company, Mr. Keefer added.

"A fledgling company can't
really stand any litigation, but In-
surance World was involved in
several suits, which | understand is
rather common in the franchise
business," Mr. Keefer said.

Alth6ugh the suit filed by Mr.
Shinn had been settled for an un-
disclosed sum, other cases involv-
ing franchise territories and other
former employees are still out-
standing.

President Reno Forsythe was
unavailable for comment on the
shutdown, but the Denver offices
remain open pending negotiation
with the regional franchises. .
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Minnesota considers comp fund, wage-loss

Continued from page 2

Advocates say state fudds hold
down the cost of workers compen-
sation insurance because they don't
need to make a profit ike commer-
cial insurers do, says Eric Oxfeld,
an attorney specializing in em-
ployee benefits for the U.S. Cham-

ber of Commerce.

Proponents in Minnesota also be-
lieve a state fund could cure other
problems in Minnesota, including a
workers compensation litigation
rate that is about 10% higher than
neighboring states and an inequity
of benefits.

Basically, H.F. 24 is the same bill
that was vetoed last year by the
then-Gov. Al Quie, a Republican.
But with a new Democratic gover-
nor-Rudy Perpich-running the
state, observers say the climate ap-
pears favorable this session for pas-
sage of this legislation.

"The governor (Mr. Quie) was
adamantly opposed to the creatién
of the state fund," Rep. Simoneau
said, "and there basically was a
strong difference of opinion be-
tween the conservatives (the gov-
ernor) and the liberals (the Demo-
crat-controlled Legislature)."

Several amendments also were
tacked onto last year's bill, includ-
ing some unemployment compen-
sation provisions, which also led to
the veto, said Rep. Simoneau.

The specifics of H.F. 24, intro-
duced in January, are still being
worked out. It will serve as a vehi-
cle for several workers compensa-
tion changes, he added. "We proba-
bly have 30 to 40 amendments
stacking now."

Additional hearings on the bill
are scheduled throughout this
month.

If Rep Simoneau's bill does not
make it, it does not necessarily
mean the concept of a state comp
fund in Minnesota will die.

On the contrary, nearly every
major workers compensation bill
introduced this session will have
some provision for a state fund,
raid Ken Dan-Schmidt, counsel for
the House Labor-Management Re-
Lations Committee.

Two already have been intro-
duced in the Senate. S.F. 371, intro-
duced Feb. 22, calls for an exclusive
state fund. And S.F. 6, introduced
in January by Sen. Florian Chmie-
lewski, D-Sturgeon Lake, calls for
a competitive state fund, a one-year
extension of health care benefits
for injured workers and a schedule
for disability benefits to be applied
objectively in disputed cases.

S.F. 6 was introduced to initiate
discussion of workers compensa-
tion coverage options, said Tim Mi-
chaels, administrative assistant to
Sen. Chmielewski.

A maijor objective of the bill is to
reduce workers compensation in-
surance costs by weeding out inef-
ficiency in claims-processing time,
the handling of contested cases and
the delivery of medical services to
injured workers.

The real crux of cutting costs for
employers, according to Mr. Mi-
chaels, lies in equity of benefits.
Schedules of temporary total dis-
ability, permanent partial disability
and total disability will be studied.

"We've got some quirks in our
system. - .Injured workers can
make more money on disability
than while working," he said.

The bill, along with almost a
dozen others on workers compen-
ation introduced in the Senate,
have been assigned to the Employ-
ment Committee, chaired by Sen.
Chmielewski. Hearings should
begin in March.

Sen. Chmielewski also is waiting
for recommendations from the
workers compensation advisory
council of the state Department of
Labor and Industry.

However, another senator does
not believe establishing a state fund

'In Minnesota, we've had great difficulty
in changing our current, very high-cost

system in any way. The alternative is

to adopt someone else's way,' explains
James Ulland, a Republican state senator.

will solve Minnesota's problems:
Instead, Sen. James Ulland, R-Du-
luth, proposes a wage-loss system
similar to the one Florida has insti-
tuted.

The AFL-CIO successfully
blocked passage of a bill last year
that would have adopted provisiéns
of Florida's 1979 wage-loss law,
said Sen. Ulland, sponsor of S.F.
387, this year's wage-loss bill.

In Minnesota, we've had great
difficulty in changing our current,
very high-cost S5ystem in any way.
The alternative is to adopt someone
else's way," he says.

The wage-loss system Florida
adopted replaces permanent partial
disability benefits, except for ex-
treme impairments, with benefits
given only for proven lost wages
after an accident. The state says

workers compensation rates have
fallen 54% since the ,ntroduction of
the wage-loss system.

Wage-loss, in effect, takes away a
worker's right to receive compen-
sation beyond time aff work unless
the employee can pr6ve the injury
caused a loss in wages when he re-
turned to work.

"l don't think you can take an-
other state law, apply it to Minne-
sota, and have success. There are
too many variables," says Paul Hy-
duke, deputy comm:ssioner of the
Department of Labor and Industry.

But Sen. Ulland believes wage-
loss is a better way to attack Min-
nesota's problem of "stacked" ben-
efits than a state fund.

Employers complain that a
worker who receives an individual
scheduled workers compensation
benefit for each separate injury he
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might suffer :n an accident can end
up making more money by receiv-
ing workers compensation than
working.

"They've (state funds) been re-
jected by (labor groups). The Legis-
lature will be unable or unwilling
to run those funds,” Sen. Ulland
said, explaining that if such a fund
were started, At ultimately would be
unfunded and, eventually collapse.

"Oh sure,. you can lower pre-
mium costs, but price control will
never work." the senator said.
"Minnesota business folks are not
fooled."”

Only two states-Florida and
Louisiana-have wage-loss laws.

A spokesman from the Minne-
sota AFL-CIO said that group con-
siders wage-loss as a radical mea-
sure that "serves to gut the benefit

structure.”
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Asbestos defendants to go after government

Continued from page | federal government says the ruling Employees Compensation Act
16,500 plaintiffs suing Manille er 3 . ) A should not necessarily increase the FECA, similar to state workers
were exposed to asbestos when It's one of the most significant rulings in all of likelihood that the government compensation statutes, grants fed-
working in government shipyards asbestos Iitigation so far. It could be a turning will contribute to asbestos claims, eral employees immediate, fixed
or in private shipyards under con- o . . i i nor will it mean a significantly benefits for workplace injuries on
tract to the government during p0|nt in the |lt|gat|0n,' says H. Keith JaerS, greater number of suits the condition they give up the right
World war 11 senior attorney for Manville Corp. Peter 'Nowinski, the ft'aderal gov- to sue their employer, the federal
Asbestos defendants have long ernment's lead counsel in asbestos government
maintained that the government litigation, says the decision might Courts had previously construed
bears substantial responsibil.ty for result in more suits against the gov- the language of the section, how-
the injuries and should pay a ocr- been removed "It gives us a lot of to interpret the Lockheed decision, ernment, but they will likely be ever, to mean that defendants sued
tion of the claims encouragement,” Mr Ralston says says Robert E Vagley, an attorney unsuccessful by federal employees were also
"It's one of the most signifizant But an attorney for a major in- with the Washington firm of Pres- "They already tried in the 4th barred from recovering from the
rulings in all of asbestos litigation surance company warns that al- ton, Thorgrimson, Ellis & Holman Circuit and lost,” he said, referring federal government even if it were
so far," says H Keith Jarvis, senior th,ugh the ruling means more suits One view sees the decision as to the only judicial circuit that has liable for an employee's injury
attorney for Manville Corp in w ill be filed against the govern- truly having significant and posi- allowed companies to sue the gov- Relying on language in Section

Denver "It could be a turning ment, it does not mean the govern- tive implications for companies at- ernment as a third party before the 8116(c), however, the Supreme
point in the litigation " ment will automatically contribute tempting to recover frorr the gov- high court ruling However, Man- Court said only employees and
The decision could add impetus to compensating asbestos victims ernment, he explaims ville failed to convince the court their families were barred from
to the drive for a legislative rem- "This does not establish govern- "But it is not illogleal to read it as that the government was liable for suing the government, not defen-
edy to the asbestos problem, Mr ment liability one way or the a positive-but not necessarily sig- workers' injuries, Mr Nowinski dants whom the employees sue
Jarvis says, and could also haje a otner," emphasized the attorney, nificant-contribution to the law," said, adding there iS no reason to ‘Section 8116(c) was Intended to
substantial impact on settlement u ho asked not zo be identified says Mr Vagley, whose firm repre- believe that asbestos companies govern only the rights of employ-
and trial strategy in asbestos eases The attorney estimated, how- sents Commercial Union on various could prove such claims now ees, their relatives and people
Within the next few months, ever, that the decis.on could "prob- legislative issues While Mr Nowinski acknowl- claiming through or on behalf of
companies will seek to have tne ably double the amount” of suits Although the ruling says asbestos edges that the decision "opens the them," said the opinion, written by
government included in thoisands cirrently pending against the go- defendants can sue the government door" to trying more asbestos cases, Justice Lewis Powell "These are
of asbestos cases and possibly to pay verment as a third party, Mr Vagley points there will likely be "no deluge of the only categories of parties who
for portions of eases that have al- He added that his company will out that many states do not allow cases,” partly because thousands of benefit from the quid pro quo com-
ready been settled, he predictec file third-party claims against the defendants to press cross-claims suits are pending in state courts, promise that FECA adopts
. James Ralston, corporate counsel federal government as a result of against a plaintiffs employer, and where the federal government "Lockheed is not Within any of
at Eagle-Picher Industries Inc in the litigation such state laws could be applied to can't be brought in the specified categories "
Cincinnati, called the decision According tc Kenneth Feinberg block indiv.dual suits against the In addition, the government has The Lockheed case involved a ci-
"good news " a Washington attorney for asbestos government already been brought in as a third vilian employee of the U S Navy,
Eagle-Picher, which is facing defendant Raymark Corp of But Mr Vagley emphasizes that, party in many federal cases, Mr who was killed in the 1975 crash of
- more than 13,500 suits, "as a matter Trumoull, Conn, and a spokesman in his own view, the decision is Nowinski says Asbestos companies a C-SA aircraft during the evacua-
of course" files claims against the for the Committee for Equitable very broad, goes beyond asbestos to have filed more than 1,200 cross- tion of orphans from Vietnam
governmen t whenever a case Compensation, a group of asbestos other types of toxic tort litigation claims involving more than 13,000 shortly before the fall of Saigon
against the company is filed Dy a defendants, the decision is "one and could possibly encourage legis- plaintiffs in various federal courts, The plaintiff's estate received
worker at a government shipfard more slow, evolving step eroding lation that would indemnify gov- but many have been thrown out of compensation under FECA and
or a private shipyard that was tne government's long-standing ernment contractors in certain situ- court and the others have not been then sued Lockheed as the manu-
under government contract, he said traditional immunity in tort ations successful facturer of the aircraft Lockeed, in
However, the company has al- “It's one more nail in the coffin; "My view is that it sweeps very "It's a significant opinion by the turn, sought to sue the federal gov-
ways anticipated that at some point he said, adding that it will increase broadly,"” he says "It opens up op- court It IS a profound change in so- ernment as a third-party defendant
it would have to deal with the gcv- the momentum to force the govern- portunities that didn't exist before cial policy,"” he adds "But over the The U S District Court for the
ernment's argument that the claims ment to contribute to asbestos The implications go far beyond as- long haul, it won't have that much District of Columbia held for Lock-
should be thrown out because they claims both through the courts ana bestos when you have civilian em- effect on asbestos litigation " heed, but the U S Circuit Court of
were banned under FECA legislatively ployees " At issue in the Lockheed case Appeals reversed, setting the stage
Now, however, this barrier has There are several different ways However, an attorney for the was Section 8116(c) of the Federal for the Supreme Court decision .

Package policies cover property, liability risks

Continued from page 3 don market, tu: negotiations are dler International and Rollins Bur- been removed from underwriters' Lawrence, chairman of Emett &
years ago, according to Senior Vp continuing with U S insurers on dick Hunter Co -offer CAP-type shoulders Even greater premium Chandler International, which has
Kenneth H Pinkston Of the excess layers C&B hopes to begin programs on a client-by-client savings may be realized because of brokered similar package programs
roughly nine companies that asked marketing the program this year. basis the negotiating leverage provided on a "very selective" basis, pri-
C&B to conduct feasibility studies, Mr P.nkston said CAP boosters point to a number by the sheer size of such an ac- marily for railroads
three ultimately chose the CAP :p- Reed Stenhouse Cos Ltd, the of advantages that accrue to com- count, J&H adds Some excess insurers pal'ticipat-
proach, Mr Pinkston said largest Canadian broker, is also in panies that maintain retentions for + Cash flow Because the policy- ing in a CAP-type program may at-
One of these companies set its ag- the process of developing its own recurrent losses holder keeps a large retention to tempt to cancel their participation
gregate retention level at $25 mil- CAP program for the "smaller” J&H estimates the coverage can pay recurrent losses, it can use in such a policy when they see their
lion, he added companies that C&B is aiming at, cut a company's total insurance those funds for investments or layers are going to be pierced, Mr
A year ago, C&B also begar de- according to Frank H Dunne, mar- costs by 20% to 50% C&B offers a other purposes until the losses are Lawrence fears
veloping a CAP program for keting manager of the brokerage's more conservative savings estimate paid You could have a real mess on
smaller companies, those with San Francisco office of 10% to 20% In addition, premiums for many your hands," he said "The aggre-
$300,000 to $2 million in standard Mr Dunne, though, would not Both brokers point to several of the coverages encompassed by gate you thought you were buying
premiums, Mr Pinkston said Ag- disclose any details of Reed Sten- areas where savings might be rea- CAP, if written under separate pol- may dry up when you need it "
gregate retentions for such cl-ents house's program "The animal does lized, including tcles, would have to be paid in full "If the underwriter becomes dis-
might range from $300,000 to $1 5 1.ve, but we're not ready to put it on * Premiums Rates under a CAP at inception With monthly or satisfied with an account, you've
million, he said parade yet," h€ said program may be reduced up to 30%, quarterly CAP premium payments, got a problem," said Henry A Rev-
The primary layer of C&B's pro- Other brokers-including Marsh according to J&H, because the bur- companies are able to hold onto zan, a vp with Rollins Burdick
gram has been placed in the Lon- & McLennan Inz, Emett & Chan- den of paying recurrent losses has their premium dollars for these Hunter
coverages for a Ionger period But Mr Revzan added that the
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, * Loss control CAP proponents problem might be solved with

say the program encourages policy- stringent cancellation provisions
Business Insurarce gives you total news coverage of loss pre- Y prog 9 p Yy g p

R vention, risk financing and benefit management Every week holders to make greater efforts to Th_e most frequentl}/.vou:.ed ob-
Annual subscript on (52 issues) in U S dollars prevent and control recurrent servation from the critics is that
(Check here ) Surface Mail. By Air losses, since the policyholders are large retentions do not make sense
USA 0 $40 paying these losses from their own given today's cheap insurance
Canada O $54 O $90 funds rates
Bermuda (Air only) 0 385 Proponents add that the quality "I cannot consmentiously recon-
- - Europe/Middle East (Air only) o$75 . N
All other foreign EI $54 Rates on request of a company's insurance program mend that someone take a high
0 new subscnption O renewal {3 payment enclosed is improved with the CAP ap- self-insured retention when they
0 blit me Obill company proach, which reduces potential can buy insurance for half of what
gaps in coverage and simplifies their losses are," said Earl Lanning,
lammee B. name (please pnnt) claims-handling procedures an executive vp with broker E H

policyholder's captive insurance control that (segregated) purchas-
operations, Mr Jennings adds, ex- ing gives them, Mr Lawrence
plaining that the policyholder added

* * Coverage under a CAP-type pro- Crump Cos Inc
44444 :1 1 Me gram can also be integrated with a "Many people want to have the

*ly./7,4 "<p company

nature of business could use its captive to fund the re- But J&H's Mr Jennings said the

tention competitive market will work to

E] business or 0 home address Despite the advantages cited by CAP's advantage because un-

some brokers, others see potential derwriters are trying to write new

ow state/country Zip/postal code pitfalls in CAP-type programs and business to increase their market
0 Please send information on your special 25%-off group rate are not pursuing their development share

for five or more subscnptions as aggressively He conceded, though, that J&H is

CI | prefer not to receive nformation or advertising by mail from One such potent|a| prob]em using improved qua“ty of coverage

i t affiliated with Crain Ci icab . ape . . . . o
companies not affiliated with Grain Communicabens could stern from instability within rather than premium savings as its

the team of insurers underwriting main selling point for the CAP pro-
the policy, according to Leonard P gram -

Mail to. Business Insurance

Circulation Dept 740 Rush Street Chicago, IL 60611



Cox to leave CIGNA post

Continued from page 3

doing it for the next four years-of
running the property/casualty
group and going here to make a
speech and going there to make a
speech and there to talk to a cus-
tomer and so on-l just said, 'I've
done enough of that, | don't want to
do that."™

Mr. Cox, who joined INA in May
1975, says he won't consider what
he'll do next until after June 1, but
he adds: "l won't vegetate."

He says he'd love to consult for
businesses with serious problems or
would consider something in edu-
cation. He says he might capitalize
upon his years of business travel
for INA and AIG by considering a
non-political position in govern-
ment or international trade.

"I'm sure he'll land on his feet,”
says B.P. Russell, chairman of
Crum & Forster, which was ac-
quired by Xerox Corp. last year.

"l have no idea what happened
behind the scenes. That's none of
my business," added Mr. Russell
who used words like "drive, en-
ergy, moxie and street-smart” to
describe Mr. Cox.

Observers are betting that Mr.
Cox will stay in the property/casu-
alty insurance industry, but proba-
bly will want to remain based near
his Livingston, N.J., home. They
say he is likely to be actively
courted because of his reputation as
an industry spokesman.

One possible landing spot, sev-
eral analysts agree, is Fireman's
Fund Insurance Cos., a subsidiary
of New York-based American
Express Co. Fireman's Fund, a
growing player in the commercial
insurance market, has recently lost
some key executives.

"That's interesting; that could be
a fit," says one stock analyst.

"American Express does have a
history of getting flamboyant peo-
ple on its board-one more
wouldn't hurt,"” another analyst
adds. "It's an interesting thought.'

However, one key industry exec-
utive who knows Mr. Cox well said
he expected him to opt for some-
thing more entrepreneurial-per-
haps the formation of a new in-
surer with outside backing or the
expansion of a captive insurer.

The executive, who did not wish
to be named, described Mr. Cox as
"sort of a George Patton-type" who
functions best in an environment
less-structured than the one emerg-
ing at CIGNA.

Mr. Cox says he talked about his
decision to leave CIGNA during
February with CIGNA President
Robert D. Kilpatrick. "We talked
about it a few days and | was asked
to reconsider certain things and |
thought of it for a couple of days
and | said no, my decision was
firm," he says.

The CIGNA board was told of his
decision on Feb. 23 and it was an-
nounced publicly two days later.

Stock analysts and industry ob-
servers tend to agree Mr. Cox prob-
ably wasn't forced out, but they
also say his departure is probably
not viewed as a devastating loss by
CIGNA's top management.

Mr. Cox is a manager who culti-
vates subordinates by logic and
hard work rather than by force of
personality. one analyst says, add-
ing that type of manager can
usually be replaced. Others note
that Mr. Cox's replacement, Wilson
H. Taylor, is as sharp as the man he
succeeds.

"Taylor is clearly one of the go-
getters in the industry," says an ob-
server at one of CIGNA's competi-
tors. Mr. Cox calls him a "very fine,
bright young man."

Mr. Taylor, 39, took charge of
CIGNA's property/casualty opera-
tions March 1, keeping his title as
executive vp. He had been
CIGNA's chief financial officer and
held that post at Connecticut Gen-
eral Life Insurance Co.

Mr. Taylor offered only general ,

comments about his plans in a
meeting last week in New York
with financial stock analysts. But
most wager that Mr. Taylor will
continue, for the time being, Mr.
Cox's thrust of emphasizing
CIGNA's talents in special risks un-
derwriting and attempting to forge
growing links with commercial
brokers while trying to keep exist-
ing agents happy.

"l think Mr. Taylor will let them
go on doing what they're doing,”
says Robert V. Brokaw Jr., a senior
analyst at Mabon, Nugent & Co. in
New York. "At this point, he
doesn't have a credible alterna-
tive.”

Mr. Cox's departure isn't neces-
sarily bad for CIGNA, adds Mr.
Brokaw, who says most of the in-
surer's property/casualty under-
writing expertise came from the
INA side of the marriage.

"If his leaving makes them all

look for jobs, then it is a blow for
CIGNA," says Mr. Brokaw. "If it
doesn't, then it isn't."”

The Feb. 25 announcement of
Mr. Cox's resignation and Mr. Tay-
lor's reassignment appeared to
have been hastily conceived in at
least one respect: No announce-
ment was made about Mr. Taylor's
successor as chief financial officer.
Company officials say an an-
nouncement will be made soon.

Mr. Cox says rumors about fric-
tion between him and Mr. Taylor-
especially over CIGNA's decision
to add about $150 million to re-
serves last spring, a move that se-
verely depressed earnings-are just
rumors.

"Put some nails in that coffin.
He's got enough trouble to pick up
and get on with this job without
having to fight that kind of non-
sense," Mr. Cox adds.

Mr. Cox says that outsiders be-
lieved that Mr. Taylor "was the

theoretical successor to Kilpatrick
at CG and | was the theoretical sue-
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cessor to (CIGNA Chairman Ralph
D.) Saul at INA. In both cases that's
a bunch of nonsense because the
people who decide who the succes-
sor is going to be is the board that's
in power at the time they have to
make the decision.”

Mr. Cox says he favored the com-
bination of INA and CG, which was
described at the time as a "merger
of equals,” and he still believes in it
today. "The business is changing.
INA and CG could not make it

alone.”

The merger made sense, Mr. Cox
explains, because INA, CG and the
entire property/casualty industry
remains burdened by too much cost
in administration and production of
business.

"The temptation with a better
economy to not address the ineffi-
ciencies is probably the biggest
problem that this industry will face
over the next 18 months,” he
warns.

If insurers see now-competitive
rates starting to rise, Mr. Cox fears,

Fronn

they will be tempted to add people
and services instead of trimming.

"And that would be a serious
mistake, because if we continue
down the road that we've been
going as an industry, we will reach
the point where we will be capital
short.”

Despite Mr. Cox's resignation,
the post-merger flow of power in

the merged company among for-
mer Connecticut General and INA

executives remains unclear.

One analyst suggests, though,
that CG's methodical, theoretical
underwriting approach appears to
be gaining favor over the less con-
strained, market-oriented approach
followed by Mr. Cox and his INA

associates.

But that trend has not been af-
firmed yet. Recently, for example,
CIGNA announced it will move its
headquarters-located temporarily
in New York since the merger-to
Philadelphia (see story, page 12).
The move could be viewed as a tip
toward the INA forces. -

A unique medium to influence the influentials

This brand new Business Insurance Directory of

Corporate Buyers of Insurance. Benefit Plans and Risk

Management Services is a unique medium for

advertising your products and services. This

comprehensive Directory undoubtedly will be a

constantly used reference source for the entire insurance
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Campaign for convention includes coverage

Continued from page 3
ance (with a $500,000 minimum lia-
bility limit) "

Contractors also must buy

'1 don't think they care how it's done. They want

be aware of

tion could trigger riots, as it did in

Any problems in the specifica- 1968 " Also, he adds, the commer-
tions wii.1 be worked out af-er a cial insurance market could turn

host Clty is selected, she said, add- by next summer
ing that the specifications were vir- Despite all of this, Mr Grant says
tually unchanged from 1980's that one underwriter said the cov-
Keith Grant, risk manager for erage would cost San Francisco "a
the city of San Francisco, whc says heck of a lot less than $200,000," but
- Public liability insurance he did discuss some of the specifica- he did not disclose the insurer that
(with,limits of $10 million per oc- tions' gray areas with DNC offi- made the bid
cirrence and $5 million in property bility-designating the indemnity ward to $50 million to $100 mil- cials, claims his city won't have any The convention coverage could
damage coverage) provisions of this agreement-and hon," Mr Block says problem meeting the specificanons be a good risk for the insurer that
- Owners protective hability automobile hability-owned and Besides the normal exposures in He characterizes DNC officials as finally ends up writing the policies
and property damage insurance not owned " hosting a huge convention, the flexible, adding, "l don't think they Hadley Gold, a member of the
(with limits of $5 million for bodily Yet, despite the enormity of the specifications pose some hidden but care how it's done They want as- New York corporation counsel's of-
injury and $5 million for property insurance specifications issued by huge risks for whichever city is se- surances that they can hold the fice who handled the insurance de-
damage) the DNC, "there are definitely lected The host city would be re- convention, walk away whe it's tails for the 1976 and 1980 conven-
* Professional errors and omis- some gaps in the specifications," sponsible for any extra costs in- done and not have any claims fol- tions held in Madison Square Gar-
s.ons insurance for registered ar- says June Oliver of the Huntington curred should the convention last lowing them " den, says he is "aware of no claims
chitects and professional engineers T Block Insurance Agency in longer than the expected four days Mr Grant has taken the proposal in 1980 and only one claim in 1976
retained by the contractors A min- Washington, which analyzed the For example, the city would have to some brokers as a program sepa- I think one of the wooden state
imum limit of $325,000 is required specifications for that city to pick up the tab if the delegates rate from the city's regular lisur- signs that delegates hold may have
and "the coverage must remain in Some of the required coverages are unable to agree on a candidate ance needs hit somebody,"” he says
effect for a period of one year after have no stated limits, Ms Oliver Despite the problems, the Dis- "l wouldn’t want a loss from that Hosting a political convention
the convention notes, and others are contradictory trict of Columbia says It won't have activity jeopardizing our continua- can raise different coverage prob-
< Comprehensive general auto For instance, contractors are re- any trouble meeting the specifica- tion of insurance," he notes, adding lems for self-insured New York,
liability insurance with minimum quired by one section of the specifi- tions, says Pauline Schneider, that insurance for the convention which unlike San Francisco and
limits of $5 million for bodily in- cations to provide $500,000 in liabil- director of intergovernmental rela- would not be as costly if the DNC Washington, does not own a con-
jury and $5 million for property ity coverage, but $10 million else- tions "In certain areas, we are pre- were included in its regular cover- vention facility
darnage where in the specifications pared to do more than is required " age as an additional insured Gulf & Western Industries Inc,
And she and the agency's presi- A spokesman for the DNC said Mr Grant said that underwriters owner of Madison Square Garden,
"operations/premises liability in- dent, Huntington T Block, wonder the problem of any coverage "gaps "aren't going to be too defin-te in was "not happy with (our self-in-
surance and contractors protecti e if $10 million in liability coverage or inconsistencies" in the specifica- quoting a price for the coverage surance) and so we bought a pol-
liability insurance on the opera- IS sufficient "By 1984, | wouldn't be tions do not now concern the com- For example, the political cl-mate icy," recalls Mr Gold "l think we
tions of all subcontractors, com- at all surprised that coverage of a mittee since the specifications are could change in the next year rals- paid between $210, OOO and $220, OOO
Fleted operations, contractual lia- convention of that size could be up- merely guidelines for the cities to ing the possibility that the conven- for the insurance '

assurances that they can hold the convention,
walk away when it's done and not have any
claims following them,' Keith Grant says.

= Builder's risk insurance (with
a $2 million minimum limit)

| Workers compensation and
statutory disability insurance

Other required coverages incluce

classified advertising

RATES AND CLOSING TIME:

Rates Display classified ts $60 00 per column inch, minimum ofone znch Closing- Pubhshed every Monday Copy must be zn written form by noon
Straight class:fied ts $5.50 per line, minimum of 5 lines. Count 34 charac- Tuesday, 6 days preceding publishing date. No verbal phone copy accept-
ters per line (include each space and punctuation as a character). Addi- ed. Prepayment required Mail ads to Emily Webb, Classified Advertis-
tional $11.00 charge for *tnd box ads, Responses to bimdborads mustflt ing, 740 N Rush St, Chicago, IL 606 1 1 For more information call 312-

:nto business size envelope. Responses are forwarded dadu

FUTURE PROFITS
INTERNATIONAL INSURANCE
-REINSURANCE OPERATIONS

Large SUNBELTagency isseeking an Indi- SENIQR EXECUTIVE WITH PRQYEN

v dual to head their regional facilities PROFITABLE NEW BUSINESS WITH
located In scenic SUNBELT locale Must STRONG ADMINISTRATIVE AND
have proven and current commercials sales TECHNICAL EXPERTISE IN ALL
management exp at agency/brokerage CLASSES OF BUSINESS AND WITH
level Will Inhent existing sales force im- WIDE CONNECTIONS ATA SENIOR
medlately so must be able to assume those LEVEL ON BOTH SIDES OF THE AT-
TIC AND ALSO INTERNATION-
responsibilities now Starting compensa-

ALLY INCLUDING FAR EAST MAJOR
to, in the $55K/$70,000 bracket Contact MARKETS, IS NOW AVAILABLE AS
lisurance Recruiters, Inc 3707 Rawlins

DIRECTOR - CONSULTANT - MAN-
#416 Dallas 75219 AC214-528-0090 AGER OR AS A PRODUCER TO AS-
SIST COMPANY/BROKER IN THE
SUCCESSFUL DEVELOPMENT OF
INTERNATIONAL OPERATIONS For
full career details please write to

Box 565, BUSINESS INSURANCE
740 Rush St. Chicago, II[ 60611

POSITION AVAILABLE

CLAIMS MANAGER

The Sisters of Charity Health
Care Systems, Inc, a national
multi hospital system, is seeking
a national Claims Manager Can-
didates must have extensive Mal-
practice claims adjusting experi-
enceand beable totravel consid-
erably The Claims Manager will
work out of the Cincinnati office
Send resume and salary history
to Claims Manager, SCHCS, 345
Neeb Road, Cincinnati, Ohio
45238 All information will be

treated confidentially

649-5340.

MERGER OR ACQUISITION
Weareasmall Midwest consulting and
TPA firm with specialties In selfinsur-
ance and group and prepaid legal
plans Particularly interested In talking
with the firms with senior marketing
people

Box 566, BUSINESS INSURANCE

740 Rush St , Chicago, Il 60611

NATIONAL
: SALES FORCE

, We are looking for aggressive, bright ,
' people to join our national sales ,

" force

; Protected markets are available for'

ACCOUNT
EXECUTIVE

Medium sized Houston agency
seeks proven commercial ac-
count executive Construction

and/or real estate experience de-

"Looking to purchase a property
and Casualty Insurance Co It-
censed in lllinois, Florida, La,
Texas and other midwestern
states Please respond to
Box 564, BUSINESS INSURANCE
740 N Rush St, Chicago, IL 60611

strable Salary mnegottable Sernd

resume to

Box 586, BUSINESS INSURANCE
740 Rush St . Chicago, 11160611

GENERAL MANAGER
JOINT POWERS INSURANCE
AUTHORITY
SACRAMENTO, CALIFORNIA

BENEFITS
NEGOTIATOR

Universal Health Network a

leading State-wide PPO,

the right casualty. life and benefit 4 seeks a senior benefits nego-

Business Insurance

Circulation
Breakdown™

Commercial Consumers

Administrative Management
owners, presidents
vps etc

Financial Management
chief financial officers
vps of finance, secre-
tarles treasurers, etc 10,138

tnsurance Management

vps directors

managers of insurance

risk, benefits,

compensation, safety,

security etc 5299
Government, Associations,

Unions, Educational

Institutions 1034

Commercial Consumers

Sub-total 22,954
Insurance Agents

& Brokers 9771
insurance Cos 5,217
Financial Institutions 352

Actuanes, Attorneys
Adjusters, Appraisers

& Consultants 2603
Others allied to the field 937
TOTAL 41,834

'Source Business/Occupational
breakdown of qualified circula
tion, November 1, 1982 Issue, as
submitted to BPA for December
1982 8PA Publishers Statement
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MANAGER
CORPORATEINSURANCE

We are a market leading, Midwest Fortune 200 food
related company and a recent promotion provides an
outstanding opportunity In our Corporate Risk Man-

agement Department

The successful candidate will be responsible for
management of our worldwide insured and self-in-

sured property and casualty programs including our

off-shore company

This person will report to our Corporate Risk Manager
and must possess a Bachelor's Degree and a mini
mum of five years relevent experience Candidates
with advance degree work will be given preference

This position offers a compensation and benefits
package commensurate with your qualificationsand
experience Relocation assistance will be provided

If opportunity and challenge m a highly visible post-
tion interest you, please send a letter and/or resume
including salary requirements in confidence to

Box 563, BUSINESS INSURANCE

740 Rush St., Chicago, 111. 60611

An Equal Opportunity Employer M/F/V/H

people Without giving up your cur
; rent business arrangement, an es-

" tablished automobile dealer employ- ;

, ee benefit program offers an excel- ,

. lent opportunity to supplement your .
, income while using our product to ,

- build your business

tP ling organization for 100 Cal-
orni

Property and Liab lity insurance tiator to Join its marketing

2 water agenc es seeks prov- team This person will repre-

en manager with demonstrated
skills in property and casualty in- ance companies, employers,

sent the Network to insur

li ; contact

, For further information immediately ,

surance and self-insurance Re- and other payor groups, and
quires college degree CPCU,

ARM designations ielpful Knowl- promote integrated provider

. edge of public agency operations systems The successful

'V | P. Marketing Group, Inc , desirable Attractive benefit pack- candidate will have at least 5

P.O Box 536
Teaneck, NJ 07666
(201) 837-1500

' age Salary comrrensurate with
experience Please send r

to HWB, PO Box 518, La Mesa,
California 92041

years experience in benefit

and salary history by Apl‘l| 1 1983 Plan design and manage-

ment, with a strong back-
ground tri Insurance He or
she will be thoroughly
knowledgeable in health be-

"The Chicago Housing Authorityinvites properlyquallhed BidderE tosubmitpropo- neflt plan design, structure

sals for Excess Comprehensive General Liability and Automobile Liability and Auto-
mobile Physical Damage Insurance Proposals will be publicly Dpened and read
aloudon March 16 1983 atll OOA M Local Timeattheofficeoftte Purchasing De-

and funding, as well as in
contracting for coverage,

partment, Chicago Housing Authority 22 West Madison Street Chicago, lllinois. and be highly sales oriented

60602
Coverage will be for a term of three years

Specifications and rating data may be obtained on written request from the office of
the Controllerat theaboveaddress Specifications will be mailed t) ail interested re-

Salary is open

Quallified candidates are

invited to submit resumes for

sponsible bidders In view of the Specialized nature of insurance for the Chicago consideration In complete

Housing Authority the following minimum requirements must be rr et byanyagent to
be eligible for consideration

1 Licensed in the State of lllinois
2 Five years In business asa firm, or at least two principals oraccount people,

located In the Chicago area each with a minimum of 5 yean experience in
commercial knes or a CPCU or RM designation

3 Annual premium volume of the offlce serving the Chicago Ho sing Authority
$500 000 excjuding Personal Lines life, and Accident and Sickness

4 Evidence of Insurance Agents Errors and Omissions insurarce with a min,-
mum limit of $1 000 000 per occurrence

The Chicago Housing Authority reserves the right to relect any End all bids and to
wmve anyinformalities In bidding

Contact R A Zadenetz (312) 791-4741 for information

The Contract shall be sublect to tre applicable compliance stardards and proce-
dures of Executive Order No 11246, as amended Equal Employment Opgortunity
and other provisions as specifically set forth in the Specifications

confidence to Employment
Manager Notelephonecalls,
please

UNIVERSAL
HEALTH
NETWORK

1423 South Grand Avenue
Los Angeles, CA 90015

An Equal Opportunity Employer
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Insured MET claims may not be covered

Cont:nued from page 1 in lllinois was managed by claims business and turned over control of California ployees

lion in liabilities administrator Bruce J Hepner & much of ItS business to third par- Rates also were low in lllinois In the wake of lowa State Trav-
If a buyer can't be found to pur- Associates of Lake BIluff, Ill, but ties, according to Sidney Adams, where lowa State Travelers elers’' failure, insurance experts say

ihase the company for around $15 most of the records were main- who retired as company president cirectly issued group policies agents and employers need to pay

million, the Insurance Department tained by a Glenview, lll, data pro- in 1979 but iS a board member According to the lllinois Insur- more attention to the financial re-
will liquidiate it cessing company, James Computer "When you delegate authority to ance Department and an insurance sources of insurers

This leaves the future of the Cal- Co , which is owned by Stanley E outsiders, you lose control,” said agent who reviewed an lowa State "Searching the insurance mar-
tfornia METs m doubt because they Sumner Mr Adams "The company was a coverage quote, the insurer was of- ketplace on the basis of price alone
would no longer be insured In- Mr Sumner, according to the little naive, a little gullible " ferng group health coverage for is unwise It is up to the buyer to
volved are Multiple Benefit Trust, lowa Insurance Department, was And the company wasn't sure, in less than $70 per person per month, ascertain the insurer will be around
administered by Variegated Insur- also president of lowa Travelers' every case, about the backgrounds tut was planning to raise rates to for the long-term,"” said James Har-
ance Marketing Concepts of Van defunct reinsurer, Lincoln Security of the people with whom it was $85 per person per month rington, supervising mvestigator
Nuys and National Health Insur- Life Insurance Co of Phoenix, placing business For example, These rates are significantly with the California Insurance De-
ance Trust, administered by Na- Ariz Bruce Schulte, who administers bwer than generally available to partment
tional Health Insurance Adminis- Other experts say buyers should

ministered claims for multiple em- one of at least two California METs fewer employees and comparable be wary when they receive an unu-

Mr Sumner had previously ad- National Health Insurance Trust, small employers with 1,000 or
trators of Huntington Beach
Under a 1982 California law, ployer trusts in lllinois On June 16, insured by lowa State Travelers, to premium rates offered to large sually low quote
:elf-funded METs are automati- 1981, he surrendered his lllinois was associated with METs that corporate policyholders "If a company IS charging $40 a
:ally subject to state insurance laws agent's license at the request of the failed in 1979 and 1981 The low rates attracted employ- month for comprehensive coverage
unless they receive a certificate to lllinois Insurance Department and Mr Schulte was the marketing ers that were more interested in in Southern California, it better
operate from another government promised not to sell or administer director of American Federation price than the stability of their in- have lots of capital and reserves be-
agency, like the U.S Department multiple employer trust policies in for Labor & Business Employer surer, said one California insurance cause with a rate like that it is not
of Labor, which certifies employee the future, said Mr Carlson Benefit Trust, a Texas-based self- :gent National Health Insurance going to last very long," said
benefit plans Few self-funded Sources involved in the investi- funded MET that filed for Trust has been writing $1 5 million Claude Dorals, an attorney with
METs can meet California insur- gation say that lowa State Travel- bankruptcy in 1981 with assets of 11 new business a month, said to the firm of Dorais & Wheat in Los
ance code requirements and are ers' sales in lllinois grew rapidly $54,000 to pay medical claims of Dir Terp of lowa State Travelers Angeles and a nationally known
shortly after Mr Sumner pur- more than $25 million (BI, Sept 14, Jack Tohill of the John Statton expert on METs
Another option for Multiple Ben- chased Lincoln Security less than 1981) Insurance Agency in Fullerton, At least one state regulator said
efit Trust and National Health In- two years ago and entered Into the Mr Schulte also was apparently Calif, said he lost an account with more controls are needed on the
surance Trust would be to find a reinsurance agreement with lowa involved with National Business En annual premium of $100,000 METSs' third-party administrators
new insurer to underwrite their State Travelers Conference, which filed for Efter he advised the company not "The problems are with the ad-
risks and pick up the outstanding It was the failure of Lincoln Se- bankruptcy in 1979 in Portland, to join National Health Insurance ministrators," said Mr Low of the
claims left unpaid by lowa State curity that directly caused the col- Ore, according to a 1981 Business Trust Arizona Insurance Department
Travelers The company, based in Costa "You see the same people (admints-
But if this isn't possible, it could the lowa Insurance Department Garrett, a Fort Worth, Texas, attor- Mesa, Calif, signed up with NHIT trators) jumping from state to state
mean that thousands of people in and company executives ney appointed by the U S Justice k,ecause its rates were $58 a month "Unfortunately, insurance com-
California will not get their medi- On Feb 7, the Arizona Insurance Department to act as AFLB's for individual coverage, compared panies can be naive and be taken m
cal bills paid Some 10,000 people, Department assumed control of bankruptcy trustee with a quote of $102 for coverage by administrators," added Mr Low,
many of them employees at firms Lincoln Security, whien owes lowa Richard Terp, a vp with lowa with Confederation Life, a Cana- who will ask the National Assn of
with fewer than 100 companies, State about $6 5 million Lincoln State Travelers, told Business In- cian insurance company Insurance Commissioners to study
may be enrolled in the two Califor- Security has a total of about $10 surance that he was not aware of In lllinois, employers insured the issue
nia METs insured by lowa State million in debts, according to Ari- Mr Schulte's association with other with lowa State Travelers include In California, one government
zona Insurance Commissioner Mi- self-funded METs that failed the Arlington Heights, Des Plaines, official said the link between lowa
lowa and lllinois insurance regu- Park Ridge and Oak Lawn Cham- State Travelers' financial condition
But the underlying reason for lators question how rates were set bers of Commerce and Gingiss For- and the activities of MET adminis-
ance guaranty fund to aid policy- lowa State Travelers' failure was for the METs and the other group malwear dealers The sizes of these trators is one issue under examina-
holders when an insurer collapses the company's decision about two health business lowa State Travel- groups range from 90 to 1,100 em- tion -
and can't pay claims
However, in lllinois, lowa State tiple employer trust health insur-
Travelers policyholders do not ance business, lowa regulators say
have to worry lllinois has such a
fund and money received by the ll- are often organized by individuals Travelers) didn't even have a list of K
[inois department on behalf of lowa with insurance sales backgrounds, policyholders," said Mr Haskins of ~ '
State Travelers will be paid into it pool the health risks of small em- the lowa Department of Insurance {
to pay all outstanding claims ployers and individuals to cut ad- Usually an insurer looks at loss 1
The guaranty fund IS financed ministrative costs and, thereby, re- experience data to set rates, but
through regular assessments of life duce the cost of insurance lowa State Travelers did not assess
and health insurers licensed in llli- Many self-funded METs have the risks, he said
INn Southern California, where

forced to close

lapse of lowa State Travelers, say Insurance interview with Rufus

Travelers

Like many states, California does chael Low
not have a health and life insur-

or three years ago to enter the mul- ers wrote

"The MET business was run on
an open-end basis No under-
Multiple employer trusts, which writing was done They (lowa State

nois, so even if there are not gone broke since 1977 because they
enough assets from lowa State were mismanaged by third-party health care costs are among the
Travelers to cover outstanding administrators Low rates were set highest in the nation, National
claims, the fund will pay them to lure small employers, but even- Health Insurance Trust apparently

"Based on the records we've re- tually the METs collapsed when charged rates that were a third less
ceived from lowa State Travelers' claims exceeded reserves

Los Angeles, California
April 24=29,1983

than rates charged by major health
METSs insured by licensed, ad- care providers

cessing company, we have docu- mitted insurance companies have For example, according to a No-
mented about 1,700 open claims had a better track record vember 1982 rate sheet obtained by
files representing at least $1 million But the collapse of lowa State Business Insurance, National
in claims,"” said Mr Carlson Travelers illustrates that if an in- Health Insurance Trust charged

local administrator and data pro-

At RIMS 21 st Risk Management Conference,

"It's pretty hard to tell exactly surance company doesn't keep small companies $40 19 a month for
what's going on because there may close tabs on the operation of the individual coverage for persons 19
be problems with the records,” Mr METs It IS underwriting, it, too, can to 23 years old
Carlson added "When we seized fail, said Fred Haskins, an lowa as- By contrast, a 25-employee com-
pany based in Los Angeles would
lowa State Travelers's problems pay about $127 a month per em-

the records, we also found what we sistant attorney general
think are most of the claims rec-

ords for the California business began when, in a bid to boost pre- ployee for individual comprehen-

The coverage the insurer wrote mium income, it entered the MET sive coverage with Blue Cross of

Damage to convention complex covered

Continued from page 2 through a 20-square-block area of bara, Santa Monica, Seal Beach,
Lurers Mutual Insurance Co , an af- south central Los Angeles About Huntington Beach and San Cle-
filiate of the Factory Mutual Sys- 50 small businesses and homes mente were badly damaged from
tem The separate property and were damaged or destroyed by the heavy seas and huge waves that ac-
business interruption policies each twister City officials estimate total companied California's latest wild
'ontain $10,000 deductibles damage will hit about $15 million

Revenue bonds issued by the city Orthopaedic Hospital in down- Pounding surf smashed away a
and county to finance the Conven- town Los Angeles reported 18 bro- 400-foot section of the Santa Mon-
hon Center require that property ken windows and severe damage to ica pier and dumped two cranes
insurance be maintained on the a 70-foot decorative spire that and a large refrigerator truck into
building, noted Julianne Reeves, towered above its roof Two nurses the sea City officials estimated
fmor administrative assistant in on the sixth floor of the hospital damage to the pier at $3 million, on
the Municipal Auditorium Depart- suffered minor cuts from shattered top of $2 5 million caused by storms
ment, which operates the complex glass earlier this season

"We are still trying to determine Hospital administrators hired a In Santa Barbara, high tides and
the total amount of the loss," said Ms giant crane to lower the spire after surging seas tore out pilings at
Reeves Besides the roof damage, it was damaged by the storm and Stearns Wharf, a recently reno-
some boats owned by exhibitors threatened to topple off the roof vated historic area Damage to har-
were damaged Several employees' onto the street below The hospital bor facilities and the wharf was es-
cars were also wrecked when pieces does carry property insurance, but timated at $2 million
of the center's sign fell on them "l don’t know if the crane rental An oil drilling island off the coast

Miraculously, no one was would be included in that,"” said a of Orange County was heavily da-
seriously injured or killed in the hospital spokesman
March 1 tornado, which whipped

winter storm

maged, spilling small quantities of
At least five piers in Santa Bar- oil into the stormy seas
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Airlines studying court rulings on liability

Continued from page 2 existent standard, the Warsaw ham J Augella, executive director Lee S Kreindler, a respected airlines

senger if the estate's right to com- Convention cannot be enforced in a and general counsel of the Shipper's New York crash victims' lawyer The supplemental compensation

pensation actually exceeded U S court What that means, the National Freight Claim Council who opposes the Montreal Proto- package and the new $117,000 com-

$75,000 airlines fear, is that there is no Inc of Huntington,NY,a ship- cols, sees it otherwise He says the pensation cap proposed in the pro-
However, the court also con- longer any limit on cargo liability pers' and insurers' trade group Pan Am case shows the Justice De- tocols would be paid to a passenger

cluded that the government-not They could be found hable for any "But the airlines are not going to go partment ought to be concerned without proof of liability on the

the airlines-may be liable for any size cargo claims-and possibly any along with that" about the government's potential part of the airline, although the
amounts exceeding $75,000 size passenger claim USAIG's Mr Alpert and others liability for claims over the limit passenger would have to prove the
The three-Judge panel based its Depending on who is doing the agree the two court decisions may Mr Tipson said there had been a monetary value of his claims The

reasoning on a Supreme Court case figuring, based on their interpreta- affect this week's Senate action on "hold" on bringing the protocols to package also includes unlimited
involving assets frozen after the tion of the Warsaw formula for fix- Montreal Protocols 3 and 4, which a Senate floor vote last fall because payments for medical costs in crash
Iranian hostage crisis In that case. ing cargo values, airlines and ship- are backed by airlines and the Rea- of objections from Sen. Ernest F injury cases
another court concluded the gov- pers argue that the Warsaw limita- gan administration But they don't Hollings, D-S C However, the sen- But, the trial lawyers say no limi-
ernment was responsible for reim- tion on cargo liability can be any- all agree on what the impact will ator last week agreed to drop his tation of liability is needed They
bursing Middle Eastern interests thing from $9 to $90 a pound be plans for a filibuster in return for a say approval of the package would
for their frozen assets because they The TWA decision involved a Supporters of the protocols say guaranteed six hours of debate mean some international travelers
were taken without due process 1979 claim by the Franklin Mint the two court cases bolster their today on the protocols The Vote is with legitimate claims exceeding
But whether the government ac- Corp against TWA for the unex- case for immediate Senate action now scheduled for Tuesday morn- $317,000 would have nowhere to
tually would pay any claims ex- plained disappearance of 714 Opponents, chiefly lawyers who ing turn for compensation unless they
ceeding $75,000 under the current pounds of precious medallions and represent crash victims, say the Part of the reason for the intense have personal life, accident or
Warsaw protocol would be decided other objects valued by the m.nt at two decisions highlight flaws in the debate over the protocols, which health insurance
by the U S Court of Claims, which $250,000 package before the Senate have been before the Senate since Trial lawyers, of course, Include
hears monetary claims against the The obJects were being shipped It is a very strong message to the 1977, is a section that closes a loop- aviation plaintiffs' lawyers who
governrnent via TWA from the United Staes to Congress and the executive branch hole through which crash victims' make a living at least in part from
If that court did not decide that England to do something favorable or unfa- lawyers have been able to pierce contingent fees, which are based on
the government was liable, the air- Using the last official U S price vorable about the $75,000 limita- the current $75,000 liability limit a percentage of any Injury or death
lines involved would have to pay of gold under the Warsaw limita- tion,"” says Michael G Lowe, an at- awards a client receives
the full claim, no matter how high tion, the airline's cargo insurer, torney with the San Francisco law The Warsaw pact allows this if John Brennan, president of
1t was Lloyd's of London, IS obligated to firm of Hanna, Brophy, MacLean, an airline is proved to have caused United States Aviation Un-
However, before plaintiffs in the pay only $6,476 for the loss, a lower McAleer & Jensen Mr Lowe's a crash by "willful misconduct " derwriters Inc, says claims data
Pan Am case can take their case to court found The appeals panel af- firm represents airlines and their The protocols would eliminate this from the 1979 crash of an American
the U S Court of Claims, they must firmed that ruling, but said the gold insurers in workers compensation exception Airlines' DC-10 near Chicago'’s
exhaust all appeals in the original standard cannot be used in future claims filed for deceased cockpit The protocols have always been O'Hare International Airport show
case Those appeals are pending cases crew members backed by the Air Transport Assn the average settled claim exceeds
But the threat raised by the Pan It pointed out, depending on "The courts really dramatize the of America. the trade association of $317,000
Am case has airlines and their in- whose calculations the court ac- need for prompt ratification of the U S airlines The American Bar Plaintiffs’ lawyers argue addi-
surers worried cepts, TWA liability could have Montreal Protocols," says James E Assn also has backed the protocols, tionally that not to extend such lia-
"If you're a risk manager for an ranged from "less than $6,500 to Landry, a senior vp and general arguing that failure to ratify some bility limits to manufacturers also
airline, you have got to anticipate more than $400,000 counsel of the Air Transport Assn sort of limitation treaty will pro- is discriminatory They say if air-
that you're going to have to pay full "I think this case means that in of America, which represents air- voke chaos in international avia- lines' liability is limited, claims in-
damages in any international case," the short term there will be a great lines and supports the proposals tion stead will be filed against aircraft
says Robert L Alpert, a senior vp deal of confusion in the airline "My general reaction when | Vincent H Zimmerer, a Los An- manufacturers like Boeing Co,
and claims attorney with United cargo insurance industry," says heard about the (TWA cargo) case geles-based managing director of McDonnell-Douglas Corp and
States Aircraft Insurance Group John N Romans, an attorney with is that it reinforces the reasons for the aviation and aerospace services Lockheed Corp
Inc of New York, one of the na- the New York firm of Curtis, Mal- going ahead with the proposals be- unit of broker Marsh & MelLennan It seems somewhat presumptu-
tion'S largest commercial aviation let-Prevost, Colt & Mosley, which cause the TWA case is close to a Ju- Inc, also backed the protocols in a ous for international air carriers to
insurers represents TWA "There is also dicial denunciation of the- existing May 28,1982, letter to Sen Charles insulate themselves at the expenses
In the second court decision, is- concern as to whether this decision treaty," says Frank K Willis, dep- H Percy, chairman of the Senate of their suppliers," says John J
sued Sept 28 in a case involving affects passenger liability " uty assistant secretary for policy Foreign Relations Committee Kennelly, a Chicago air crash
Trans World Airlines Inc, the 2nd Under the Warsaw Convention, and international affairs in the De- An unbreakable liability limit plaintiffs' attorney "VWhy should
U S Circuit Court of Appeals in the gold-based formula for figuring partment of Transportation "should result over a reasonable there be any treaties which single
New York found the Warsaw Con- the value of a cargo loss is the same Instead of using the value of gold period of time in lower insurance out airlines for indefensible prefer-
vention's method of calculating the as that used for figuring passenger as the basis for the formula to de- costs for airlines than would be the ential treatment'>"
value of a passenger’s or shipper's death claims termine liability for passenger or case if there are no limits,” he The Aerospace Industries Assn
claim in his own nation's currency "This is a case where a court has cargo losses, the protocols employ wrote And, he pointed out that the of America Inc, which includes
-based on the value of gold-is abrogated a treaty on a basis other an international monetary unit protocols also will substantially in- airframe manufacturers, engine
unenforceable by U S courts than constitutionality and that's called a "special drawing right " crease payments paid to injured makers and parts suppliers. origi-
"The plain but highly trouble- never been done before," adds Mr The value of a single special draw- passengers through a proposed sup- nally supported only a limited ex-
some fact is that by international Romans ing right is established by the In- plemental compensation plan tension of the liability ceiling for
agreement and United States do- In December, the Court of Ap- ternational Monetary Fund based The Montreal Protocols 3 and 4 airlines
mestic legislation, gold has now lost peals rejected TWA's request for a on the values of key Western cur- would allow individual interna- Recently, the manUfaCtU"e"S
its monetary functions and no rehearing Mr Romans has now rencies tional travelers to purchase flip-flopped and now say they "
longer has an official price," the asked the U S Supreme Court to "We can't limp along with the $200,000 in excess liability insur- terpose no objection" to adopt|on of
court said in a 23-page opinion hear the case and the Supreme present system," says Fred S. Tip- ance through a $2 round-trip ticket a permanent limit But James L
written by U S Circuit Judge Court is considering the request son, chief counsel to the Senate surcharge The supplemental com- Mitchell, a Washington attorney
Ralph W Winter Jr "The logical conclusion of ship- Foreign Relations Committee, pensation package, approved by who lobbies for the manufacturers,
Since the court says the formula pers (from the TWA case) is that which passed Montreal Protocols 3 the Civil Aeronautics Board, would acknowledges he isn't "working
used to fix claims under the War- there is no longer any limit of ha- and 4 to the Senate floor in 1977 be underwritten by Prudential In- the Hill" in favor of the protocols.
saw Convention is based on a non- bility for future losses," says Wil- and again last month surance Co by agreement with the either

_ _ _ Study shows injured workers likely to quit
I n S u ra n Ce Se rVI CeS g u Id e Continued from page 3 an accident can reduce subsequent counterparts Average annual in-

. working in their planned occupa- litigation come of InJured workers who are
tion at the time of the interview Affirmative intervention and currently employed increased 49%
Information About Software Systems Other preliminary findings show timely Information within a week to $19,400 in 1981 from $13,000 in
for Claims, Benefits and Risk Analysis at permanen isabled workers of the injury may reduce litigation e average annual income
ATWOOD & CO that p tly disabled k f the injury y red litigat 1976 Th g |
call or Write i e are generally older, have more Job by as much as 65%, especially for of uninjured workers increased
RESOURCE INFORMATION Consulting Actuaries experience, are less-educated and relatively minor permanent partial 64% to $20,800 from $12,800 durin
. ) p y p p [¢]
MANAGEMENT SYSTEMS, INC. Rei C'a'de:V'ews Analve more likely to be married than the disabilities, the study shows the same period
7800 W College Drive, ef(')':‘"g:”;i;"ande;::is:raei’:'s general workforce Every eighth Employers supplemented tem- Three of every four injured
Palos Heights, I 50463 poves ane = 1 injured worker has an English lan- porary disability payments in 31% workers received benefits from
one 312/448-59 Los Angotes. CA 80027 guage handicap of the claims, but this additional public or private insurance in addi-
CASUALTY ACTUARIES. ING <213; 661-0260 Nearly three-quarters of all per- compensation had no effect on the tion to workers compensation pay-
RobortEL owe ECAS M ECA manent disability claims are liti- worker's decision to litigate Tem- ments The most common sources
- Loss Reserve and Rate Evaluations for gated in California, and the ten- porary disability benefits provided of these benefits were employer-
Insurance Companies and Self-In- dency to litigate increases with the under workers compensation stat- union pension and welfare funds
sureds . S S - P : .
i i i iom o i AutoLab- severity of the injury Litigation utes typically provide injured and salary continuation plans Only
o e o rocapeaien on fose and Automotive Engineering Consultants tends to be more prevalent among workers with 67% of their pre-in- 8% of the injured workers reported
12300 Olive Boulevard « Accident Re- » Special Eng,- workers employed by large com- Jury wages, which were supple- receiving Social Security disability
- (Lsc;:)ss“;;s?o;m Sonstrueton neering Studies panies The larger the employer, mented to the 80% to 100% level by payments
- Tir ailure -
Anealysts - Highway Safety the greater the tendency of injured some employers Twelve percent of the injured
FIREMAN & KRAMER - Fire Investiga- Design workers to contest workers com- More than half of the injured workers had filed a prior workers
tion ensation benefits workers who are currently em- compensation claim Among those
- T hni 1 C -M h i 1T t- p
pefense Counsel oonnieal Gase © Mechanieal Test Among litigating employees, 40% ployed are still working for their who returned to work after the
All NYC Area Courts Oivision of in9 212 954 9400 were dissatisfied with their attor- 1976 employer, nearly identical to 1976 injury, 19% had a subsequent
Contact Anthony LaBella, Esq Allen Dahle & Co Inc 914 6941222 ney's handling of the claim, but the experience of uninjured work- claim
305 Avenue U 65 West Red Oak Lane 516466 2646 83% said they would retain an at- ers Forty-two percent of the em-
Brooklyn, New York 11223 vhite Plains NY 10604 2097609 5006 torney "if | had it to do over again " ployed injured workers have Further |nformat|on concern:ng
(212) 996-9600 The study strongly confirms a changed occupations since 1976, the study may be obtamed from the
widely held belief among workers compared with 45% of the unin- California Workers Compensation
For advertising information In the INSURANCE SERVICES GUID compensation claims administra- Jured workers Institute, 120 Montgomery St
Contact Emily Webb. 740 Rush Street, Chicago, lllinois 60611 tors that prompt response to the But injured employees do not Suite 715 San Franmsco Calif

Telephone (312) 649- 5340 concerns of an injured worker after earn as much as their uninjured 94104, 415- 981-2
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a Old worries still haunt brokers

o Continued from page 1 benefits as a portion of our operating ex- feet, if any, on (C&B's) equity in the earnings
s finance-minded president for its brokerage penses grew only 4%, the first bite of our sal- of Minet and the corporation's investment in
oo division and a sound fourth quarter, Marsh & ary review and head-count expense-control Minet cannot be determined at the present
. MeLennan Cos Inc posted only mediocre programs | expect the program to show posi- time "
250 overall results for 1982 tive results throughout 1983," he says Although E H Crump Cos Inc reported
2as M&M's 1982 operating revenues grew only Other operating-expense components at the best overall financial results among the
210 9 1% to $924 3 million from $8468 million the Hall actually dipped during the fourth quar- public brokers, its revenue and income fig-
255 previous year, well off the double-digit ter Expenses other than salaries and interest ures reflect the purchase of three large insur-
230 growth rate of the past several years Net in- on loans fell to about $35 5 million from $36 2 ance agencies in 1981 and 1982 and the sale of
= 2 come grew less than 1% to $120 4 million milhon in the fourth quarter of 1981 one subsidiary in last year's third quarter.
220 & from $120 million Earnings per share, how- The fourth quarter also marked the first Crump, the ninth-largest U S. broker ac-
kq_ver ingreaseg a pit more to $3 36 from $327 rfe ortinghoe iod jn a )(Jear in which Hﬁll was cording to BIB 1982 survex. aaw itg agg}uta\l
axés dragged a bit on' income as the bro- not fighting™Ryder's lawsuit over its purchase gross revenues grow a tremeéndous 61.6% to
205 kerage company's tax rate grew to 51 7% of Jartran $52 1 million from $32.3 million in 1981, as
* li from 50.1% m 1981, when a change in British Corroon & Black Corp, still pursuing its net income increased at a similar pace, up
»04¥,#.44&22,44 41>4 ! law generated a $6 4 million tax benefit internal business development goals built 686% to $26 million from $1 5 million Earn-

However, the last three months of 1982, as around ItS divisional reorganization of two ings per share grew to 70 cents from 51 cents

Mr Rosencrants indicated, was a happier pe- years ago, reported significant year-end gains in 1981

The Business insurance stock index again seta riod for M&M Although fourth-quarter in 1982 However, those gains tapered off Fourth-quarter revenues grew 15 8% to
record high, closing at 247.1 for the week end- operating revenues grew only 6 4% to $219 during a mediocre fourth quarter $114 million from $99 million, while net in-
inPZMarCh 1, up 4.7 points from the record of million from $2058 million for the corre- Year-end gross revenues at the sixth-larg- come rebounded to $176,000 from a net loss of

.2 seton Feb. 22. Forty-one issues posted spondin geriod in 1981, net income gErew est U S broker grew 86% to $172 1 million $89,000 m the same period of 1981 Earnings
ains, 13 declined and 10 were unchanged. The 16% tog$ 5 6 million from $22 million Earn- from $1584 milhon, as net income mcreased per share rose to 5 cents in the final quarter
eading gainers were Alexander & Alexander ings per share for the fourth quarter grew to 14 1% to $16 7 million from $146 million Net of 1982 from a loss of 2 cents in 1981
Services Inc, 11.9%; Hanover Insurance Co., 74 cents from 60 cents income results, however, were padded by Poe & Associates Inc also reported solid,
11.6%; Old Republic International Corp., 9.8%; All of the company's operating depart- some securities transactions that, if elimm- but somewhat deceptive financial results for
Fremont General Corp., 8.9%; and CNA Finan- ments posted revenue gains, points out ated from the results, would have left only a 1982. . )
cial Corp., 8.7%. The largest losses were Chairman John M Regan Jr 4% gain Earnings per share grew to $2 09 _Simultaneous with the release of ItS finan-
posted by Crawford & Co., 7.4%; Gulf United "M&M's largest area of activities, insur- from $1 82 in 1981 o ) cial results, Poe announced the spinoff of
Corp., 4.5%; Frank B. Hall & Co. Inc., 4.3%; ance services, produced an operating revenue "We were generally satisfied with our Whiting National Insurance Co, a wholly
Aneco Reinsurance Co. Ltd., 3.3%; and The increase o1p3% in the fourth quarter of 1982 overall performance in 1982," notes Chair- owned property/casualty insurer Whiting,
Travelers Corp., 2.7%. The B/ mdex 1.9% in- and was up 8% for the full year," he says man Robert F Corroon "The year-to-year whose results had been a drag on the bro-
crease was outpaced by the 4.7% average m- "Employee benefits services reported a 13% increase in earnings, in the face of unfavor- kerage operations, will become a new and
crease in the Dow Jones 30 industrials average. revenue increase for the fourth quarter and a able industry conditions and a weak econ- separate public company owned by the same

15% gain for all of 1982 " orny, is largely attributable to the balance we shareholders as Poe Its financial results will
British lssues Investment management, sometimes the have achieved in our operating groups be reported separately in the future, the com-
forgotten aspect of M&M's business, grew "While continued softness in property and pany says
. e | ook 28% in the fourth quarter and 9% for the full casualty premium rates depressed the earn- In 1982, Poe's gross revenues grew 33 3% to
Co:mrpanies z;cr:::pc;:;ti: I—;ns:@::-‘v;/o year, Mr Regan noted ings of our b.roke.rage servicgs group, we $25 8 million from $19 3 million Net irjcome,
Corrrrimion 135 403 1666 127 156150 The news wasn't nearly as good at Frank made great strides in our benefits and under- without adlustment for a 3-2 stock split, grew
Eaglo Star 378 15 1 21 43 5.7 378-365 B Hall & Co Inc, the third-largest broker writing management operations The rein- 119% to $14 million from less than $13 mil-
Ginl Accident 434 15.0 2321 5.3 434-428 overall and the second-largest to report so surance group performed satsifactorily de- hon in 1981 Including the split, income grew
Gdn Royal Exch 426 122 25 00 5.9 426-418 far Gross revenues for all of 1982 grew only spite a substantial increase in expenses, only about 9% Earnings per share grew to 50
Phoonht 304 16.0 2400 79 30%-300 3.2% to $364 9 million from $3535 million last which were related to the planned expansion cents from 46 cents for continuous opera-
Royal 515 133 3786 74 515-506 year, and net income fell 21 1% to $24 million of our G L Hodson unit," he says tions . ) . )
Sun Alliance 1000 16.7 61 43 6.1 1000-980 from $305 million Earnings per share fell Fourth-quarter results, however, were not Whiting National as a discontinued opera-
Brokers sharply to $2 07 from $2 65 in 1981 as impressive. Gross revenues in the last tion posted a 34-cent loss in earnings per
e Hoath 555 6.6 18 71 5.6 335.330 Fourth-quarter results were even worse three months of 1982 grew only 5 6% to $41 3 share, representing a total $986,000 loss in
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ecialists Kitcat itken Stockbroken, s . . i " o, illi
peok several positive indicators year-end report, C&B points out that "the largest U S broker grew 17 1% to $6 3 million

"In the fourth quarter of 1982, salaries and outcome of the investigations and their ef- from $54 million in 1981, while net income
from continuing operations more than dou-
bled to $237,000 from $116,000. Fourth-quar-
ter earnings per share for the brokerage op-
erations grew to 8 cents from 4 cents
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If youwere designing a Rolls Royce pickup,
youtlgoto anexpert.

WhybuyWorkers'Comp. anydifferently?

Expertise makes all the difference, whether
you're designing a certain car or an insurance
program matched to your company's needs.

Which is why you should consider
American Mutual. Nearly 70% of our business
is in Workers' Comp. We know it cold. And we
can put our knowledge to work for you. With
programs as individual as you are.

We can also customize general liability and
commercial auto insurance plans for you with
the same expertise. (Even if you own a Rolls
Royce pickup truck.)

The point is, whatever your insurance
needs, you should do business with experts.
Because the risks can be high if you don't.
American Mutual. We're experts.

Handcrafted, Rolls Royce, Truck/Station-
wagon transformations by Clyde Cassady,
Classic Coachworks, Security Park, Rancho
Cordova, California 95670.

American
AAutual

INSURANCE COMPANIES. WAKEFIELD, MASS. 01880



