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South Tucson ordered

to begin paying judgment

SOUTH TUCSON, Ariz.-The city of
South Tucson will appeal a superior court

iINsurance

judge's order that it pay former Tucson po-
liceman Roy Garcia more than $4.5 million
in five equal annual installments, says an
attorney representing the city (Bl, May 3).
Ruling on a petition filed by Mr. Garcia's

attorney. Judge Robert Roylston said the
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Hospitals exit Social Security

Does withdrawal hurt employees?

By JERRY GEISEL

WASHINGTON-For John F. Kennedy Memorial
Hospital in Lake Worth, Fla., opting out of Social Secu-
rity is its key to controlling soaring employee benefit
costs.

By using the right it has under federal law to with-
draw from the program, the non-profit hospital no
longer will have to pay the steadily rising Social Secu-
rity FICA payroll tax for its 1,100 employees.

This could reduce payroll costs by more than $300,000
a year at the southern Florida hospital, according to
William Moses, the hospital's finance director. And that
savings comes after the cost of adding an alternative
employer-paid retirement plan.

O@.fause so much money is involved, it is prudent for
hospitals to consider whether it makes sense to with-
draw, says John O'Callaghan Jr., executive vp of
Health Enterprises Inc., a Phoenix, Ariz., consulting
.6 that advises hospitals on their withdrawal options.
And the number of hospitals considering such a move
is rapidly increasing as more than 300 have notified the
government.

But a growing number of experts aren't so sure opt-
ing out of Social Security is a prudent move for hospital
employees, and it certainly is not a good thing for the
financially strapped Social Security system that cannot
afford the cut in tax revenue.

For employees, a hospital's withdrawal from Social
Security can mean an immediate 6.7% increase in take-

home pay since |
they no longer
have to pay their
share of Social Se-
curity taxes.

But the long-
term effects on re-
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tirement plan that often demands five to 10 years' em-
ployment to vest; they lose the protection against infla-
tion that the Social Security formula offers; and they
may lose eligibility for Medicare and other Social Secu-
rity-related benefits.

Unions are recognizing some of these pitfalls and are
throwing up a red flag.

"Workers are losing what can't be replaced,” says
Cathy Schoen, special assistant to the president of the
Service Employees International Union, an AFL-CIO
affiliate that represents about 250,000 health care em-
ployees.

Employers do not have to tell their employees if they
Continued on page 37
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Employers say

leaving system
Improves benefits

--) WASHINGTON-Critics of non-profit hos-

\ pitals that withdraw from the Social Security pro-
gram charge that employees are being deprived of
benefits, but the hospitals disagree.

Holy Redeemer Hospital in Meadowbrook, Pa.,
says it is providing its 1,400 employees with even bet-
ter retirement benefits since it opted out of Social

Security in April 1980.

"There has been a substantial improvement for our
employees,"” said Floyd Kinkead, the hospital's director of fiscal af-
fairs. "They just weren't getting anything before (under Social Secu-

rity)"

Under the savings plan the hospital set up after opting out of So-
cial Security, employees contribute 6% of salary, up to a wage base of
$29,700, while Holy Redeemer contributes another 4%. These contri-

butions are used to purchase tax-sheltered annuities for employees.

The annuities currently are earning more than 16%, according to Mr.

Kinkead.

The savings plan offers immediate vesting, an important feature
in the high-turnover health care industry.

In addition, Holy Redeemer contributes another 2% of wages into a

Continued on page 37

Drilling companies study war risk coverage

By RHONDA L. RUNDLE
and STACY SHAPIRO

HOUSTON-A handful of U.S. and for-

eign offshore oil drilling companies with
rigs in Argentine and Chilean waters west
of the Falkland Islands are studying their
war risk insurance policies with acute in-
terest.

No drilling was underway within the
200-mile war zone surrounding the dis-
puted islands when the Argentine-British
crisis erupted last month. But a few drillers
have been operating in the nearby Strait of
Magellan and off the eastern coast of Tierra
del Fuego at the tip of South America.

- A jack-up drill owned by Sonat Offshore
Drilling Inc. in Houston may have been the
rig closest to the Falklands when hostilities

- bi*fe out, Sonat has since moved the rig
out of the area up the eastern coast of South
America into Brazilian waters.

Although the rig is insured against war
risks, the company was unsure whether
Lloyd's of London would continue cover-
age. A Sonat executive pointed out that the
British Parliament put pressure on Lloyd's
to cancel reinsurance coverage for an Ar-
gentine airline (BI, May 3)

"All war risk policies are subject to a can-
cellation clause,” noted a Houston broker

INSIDE::

with many offshore oil industry clients. In-
surers also can come back with higher rates
during the policy term if a peaceful situa-
tion turns into a hostile one, he added.

“"We want to know when, where and
under what conditions our war risk insur-
ance takes care of us or fails to do so," said
Jack Aldred, executive vp at Diamond M
Drilling Co., a Houston company with two

rigs operating in Chilean waters of the
strait. Diamond M

. is drilling for Em-

presso Nationale
de Petrola, the
Chilean govern-

ment oil company.

Mr. Aldred said SOUTH AMERICA

the two rigs are
operating as usual
and are in no im-
mediate danger.
But he is trying to
Fimnd out if his

Pacilic Ocean

1=

Lloyd's war risk
insurance covers

expropriation, cap-
ture, loss of iNncome .

emabioesdae|

Con't. on page 38
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QEZ2 covered for lost profits

By STACY SHAPIRO

Alank Ocul

bought "loss-of-profits-against-requi-
sition" insurance last month, two
LONDON The luxury liner

Queen Elizabeth 2 may not be safe
from harm when it sails to the Falk-

weeks before the liner was requisi-
tioned by the Ministry of Defense.
"This is the most profitable season
land Islands carrying British troops,
but its owner is covered for sinking

for her on trans-Atlantic cruises,"”
said Gerard Kinally, Cunard's finan-
cial director, "and if we lost those

Magellan
profits while the ship is in govern-
ment service. profits, it would be a disaster.”

Losses for canceled cruises may top

$4 million before the end of the

T,=
Cunard Lines Ltd., anticipating
the QEZ2's call to service as the Queen

Mary was during World War I1, Continued on page 38
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South Tucson ordered to pay

Continued from previous page
city must pay Mr Garcia even if it means taxing its citizens Mr
Garcia, paralyzed by a South Tucson police officer's bullet during a
mutual-aid response to a 1978 shootout, won a $3 6 million Judgment
against the city in 1980 South Tucson, which had only $100,000 in
liability coverage, has failed in its appeals of the Judgment

With interest, the city may now be forced to pay Mr Garcia more
than $45 million, says William Walker, South Tucson's attorney

Mr Garcia's attorney, Richard Grand, could not be reached for
confirmation of reports that his fee amounts to 45% of the Judgment
But Mr Walker says, "When | told him | thought he would be get-
ting 40% to 45%, he said | was in the ball park "

Mr Garcia last week turned down the city's settlement offer of 30
annual $50,000 payments and three parcels of city-owned land,
worth an estimated $450,000

Rhode Island comp law signed

PROVIDENCE, R | -As expected, Gov J Joseph Garrahy has
signed legislation that mandates competitive rating for workers
compensation insurance on Sept 1 (Bl, May 3)

S B 2427 will force work comp insurers with more than 2% of the
market to file rates individually for approval by the state The in-
surers currently agree on a set rate and file together through the
National Council on Compensation Insurance It's hoped that those
insurers, which account for 70% of the state's business, will lower
rates to remain competitive

Insurers with less than 2% of the market still will be allowed to
file rates through the NCCI

Oregon and Kentucky have passed open rating laws slated to take
effect July 15, Rhode Island will follow Sept 1, and Michigan and
Minnesota will begin open rating next year

A competitive rating bill is on its second reading in the lllinois
Senate and sources say it may be signed as early as this week

Canadian firm wants Keene rule

WASHINGTON-A Canadian asbestos mining company IS asking
a federal court to grant it the broadest possible interpretation of
insurance coverage for long-latent disease claims

Brinco Mining Ltd of Vancouver, BC,is asking aUS District

Lee lacocca' s
better idea”?

By JAMES C. LAWSON

4

Graphic Jim Bakasetas

Participating providers must agree to grant per-
line discounts on their itemized bills In exchange,

DETROIT-Chr*ler Corp, whose ads urge con- they are given a certificate that entities them to a
sumers to "Buy a car and get a check™ IS trying the rebate, the amount of which depends upon the size
same concept on doctors who treat its employees of car they purchase The certificate is redeemable

The No 3 automaker, hopmg to reduce some of its at local Chrysler-Plymouth and Dodge dealerships
rising health care costs, IS offering doctors in south- The rebate offer has been-extended to more than
eastern Michigan certificates worth $500 to $2,500 4,000 southeastern Michigan physicians, dentists, po-
toward the purchase of a new car if they agree to cut diatrists, chiropractors and other providers who
medical, surgical and other fees to employees, re- routinely treat a specified number of Chrysler em-
tirees and dependents by 10% ployees, retirees and dependents

The program is the first of its kind in the troubled The program IS administered by Blue Cross/Blue
auto industry If successful, Chrysler says it Will be Shield of Michigan, which underwrites Chrysler's
extended to administrators and trustees of hospitals health coverage for employees and retirees in Mich-
and other medical and surgical providers in Michi- igan
gan, and possibly to health care providers in other The company hopes to convince at least half of
states where Chrysler maintains manufacturing fa- the eligible providers to participate If so, the plan
cilities Chrysler has more than 147,000 active em- could help the -automaker trim about $5 million
ployees nationwide Continued on page 38

IlHliNnois residents sue SCA
for $225 million over landfill

By JOHN W. MILLIGAN prolect and will start with one trench that company

officials acknowledge IS leaking industrial solvents
WILSONVILLE, Ill -SCA Services Inc, one of the from an estimated 8,000 drums buried there

nation's largest waste disposal firms, is being sued for Hazardous wastes alleged to have been buried at the

more than $225 million over a controversial landfill it Earthline site in steel drums or paper bags include po-

operated for less than two years lychlorinated biphenyls (PCBs), solid cyanide, paint
Complaining of headaches, nausea and exposure to sludge, asbestos, pesticides, mercury and arsenic

Court in Washington to decide how its insurer should pay claims for cancer-causing agents, more than 150 of the 700 resi- In their class-action suit, Wilsonville residents-N.4

injuries allegedly caused by exposure to asbestos

The suit filed against Federal Insurance Co of Short Hills,NJ,
which provided Brinco with a comprehensive general liability and
an excess liability policy between 1974 and 1975, wants the court to
apply the District of Columbia Court of Appeal's Keene ruling,
which says all of a manufacturer's insurers from the time a claimant
is exposed to asbestos through diagnosis of an injury are liable for
damages (BI, Oct 12,1981)

According to the suit, Federal only IS willing to pay or defend

claims for injuries that manifested themselves during the policy pe-
riod

Amoco Cadiz trial begins

CHICAGO-A federal court in Chicago is now determining who
is liable for the wreck of the supertanker Amoco Cadiz, which trig-
gered what has been regarded as the worst oil spill in history

Standard 011 Co of Indiana and several subsidiaries, the govern-
ment of France and the ship's builder, Astilleros Espanoles S A of
Spain, are among the parties to the litigation that will first address
liability, leaving the question of damages for later

Billions of dollars could be at stake in the trial, which began last
week and could last for months Issues Include whether Standard
maintained the vessel properly and whether the French govern-
ment took action to prevent the accident

A default Judgment has been entered against the Spanish com-
pany, which failed to appear in court

The tanker ran aground in March 1978 smiling 58 million gallons
of crude 011 over more than 200 miles of coastline

P&G wants decision reversed

CEDAR RAPIDS, lowa-Procter & Gamble Co has filed a mo-
tion in the U S District Court asking Judge Edward McManus to
reverse a Jury decision rendered against the tampon manufacturer
last month (BI, April 26)

P&G also is asking the court for a retrial if its reversal motion is
not granted

The company believes that insufficient evidence was presented at
trial to link its Rely tampon with the illness that caused a woman to
die of toxic shock syndrome

The Jury awarded $300,000 in compensatory damages to the dead
woman's husband and two children but turned down a plea for
punitive damages
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dents in this farming and mining community 60 miles $75 million in compensatory damages for property loss,
northeast of St Louis have filed a class-action suit an unspecified amount for personal injuries and $150

against Boston-based SCA and ItS subsidiary Earthline million in punitive damages

Corp

An SCA spokesman says the company has sufficie.-

The plaintiffs charge that pollutants from the Earth- liability insurance to cover "any documented injury
line landfill, which was closed m 1978, are damaging claim or documented property claim "

their property and causing health problems

In their complaint, filed in Macoupin County Clrcult

Located on a 130-acre tract adjacent to the Wilson- Court, residents claim they have suffered damages in
ville village limits, the controversial Earthline facility excess of $75 million to their homes, farms, real prop-
was closed by court order in August 1978 after a 104- erty and residences due to SCA's "construction and op-
day trial The court further ordered SCA to exhume eration” of the Earthline site
the entire site, even though it had been receiving Included are past and future damage to crops, resl-

wastes for less than two years

SCA recently submitted its plan for this exhumation

IRS to decide

captive cases
on local level

By BILL DENSMORE

NEW YORK-If you can con-
vince your local Internal Revenue
Service agent that your captive is
really in the insurance business,
you can stay out of trouble with the
IRS

A recent memorandum to a local
IRS agent does not specify how
much unrelated insurance business
a captive must underwrite to be
considered a bona fide insurance
company for tax purposes It says
each captive must be reviewed in-
dividually

And, It IS within the local agent's
power to determine if the captive
qualifies as an insurance company,
providing the parent company with
tax deductions for premiums paid
to the captive

Tax attorneys say the memoran-
dum only further muddies the issue
of how much unrelated business a
captive must underwrite to be con-
sidered an insurance company The

36 weekly at 740 Rush St, Chicago, IRS admits in its memo that its pre-

vious rulings on tax deductions for
premiums paid to captives have
"left a large gray area "

In the new memo, the IRS says a
parent company may not necessar-
ily be permitted to deduet premium
expenses when its captive is insur-
ing 51% unrelated risk But, neither
does the IRS say what is too little to
qualify for premium deauction

Continued on page 34

dences and underground water supplies, the complaint
Continued on page 34

Mixing ingredients cuts
Pillsbury's comp costs

By EILEEN NORRIS

MINNEAPOLIS-At Pillsbury Co, less dough 15 being paid out for
its workers compensation program

The cost-cutting recipe included switching insurers, getting more
control in managing claims and communicating the importance of
"disability management” to the company's hundreds of
operations

By switching insurers, Pillsbury was able to
reduce its costs by $1 million to $14 million this year i C -\
from $15 million in 1981

--As.0f Jan. L Pillshury maoved 1. warkers com-

INnsurance Cos to The Travelers Insurance
Cos, apparently to save money
Pillsbury stresses it didn't change insurers
out of any dissatisfaction with Wausau
Pillsbury has a fronted self-insured-
or paid-loss retro plan-with The Trav-
elers, according to Insurance Manager
Cheryl S Hibbard, who outlined the com-
pany's program at a session at the Risk & Insur-
ance Management Society Conference last
month
But switching insurers to save money wasn't
the only ingredient in the plan to corral workers
compensation costs
Pillsbury was able to negotiate with The Travel-
ers on how it wanted its claims handled
The Travelers' Director of Special Accounts Thomas S Owens i
admits it was able to offer a "flexible attitude"” for the employer, '
which is now one of the insurers' largest policyholders
But even before changing insurers in January, Pillsbury was
working hard to communicate the importance of reducing workers
compensation costs to its hundreds of operation managers
Through the efforts of Ms Hibbard, who started with Pillsbury in

1979, the workers compensation program covering several hundred j
Continued on page 36
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> Looking ahead [ 0200

bPHI_I_AfDELPHIA-Th?I insurﬁrg)clefindustry is colgc?rnhed that ?/ery meetin% that led to the par_ticaular def— i
about its future, especially its global future m a world of chang- velopment,” said one top insurance industry of-
ing societal, political and e)(/:onognic structures g fici£| from London of thg congress y By KATHRYN J. McINTYRE
Never before has that been more apparent than at the un- The sponsors of the World Insurance Con- i
. - h . PHILADELPHIA-Th |
recedented gathering of nearl 1,10(5) R)p insurance mdustry gress, however, are preparing to publish a business couldn't stop tﬁeccferc;?;;':m";z;?ﬁz
gggsdsers from around the world for the World Insurance Con- am:nsaerx/ 21‘ ;Qeg lpj)irg;:r(?ceg|tr:)g(s)tthh(;artS tg% rr]]%[l)s insurance companies and it won't stop the develop-
They came from more than 80 countries to try to assess the shape the future of the insurance industry g}eA”éfg wgrﬁ‘;"z‘jbin'gﬁ;’ergngﬁﬁreﬁ’r‘j&rtgé g{fesr:g‘fnm
pr%sent state of the msfurance mdustquy, l?redlc _wrrulat'shahead around the world the World Insurance Congress 9
and map out strategies for managing that future in the chang- i
ing Worl?j 9 ging & C(;]rgl?snlriu?aon);ecgsgplq\l%?tho ;\gleﬁcNaA Charging that the worldwide reinsurance indus-
The audience, nearly three-quarters of whom held the title of declared in his closing remarks that the try Is trying to keep ARIG out of the business like
vp or higher, listened to futurist Alvin Toffler, British politician congress provided the industry with a Db Eold I techien e o oo oo
Denis Healey, academicians and scores of insurance Industry "road map to credibility and excel- . IYW' cé Ing _ff.c ”"X’}_ le\;l‘Fflr E’eé"”h con roc;
leaders who advised them to prepare for more decentralized lence " He also comphmented the ' ARG Moo Seege g Ay o vowe
societal structures, to help shape more international cooperation registrants for participating "Our ARIG based in B hy‘"{ Y ith $3 billion i
and to respond to consumer demands for economical products industry is very fortunate that it I, based in Banrain with 3 bitlion in
The global nature of the insurance business also was more has determined its own impor- capitalization, "is absolutely committed tg ac-
apparent than ever Besides the obvious international mix of tance, its own sense of where It f guning thedtechnl_cal 3xpert|sde_totiat|§ﬂfydghle
the registrants-40% came from abroad-the messages at the wants to go " Egg;rggdwor%wmggor?&agar:ﬂa inesur;ncg
four-day event April 25-28 from speakers from around the Mr Cox's comments and those of hnol h ists in th ited
world echoed similar problems and often called for interna- other speakers at the World Insur- tecdrllEo ogy t ,?Lex'st_sd'!‘ the Un'ft‘fh States{
tional cooperation among insurers and governments to solve ance Congress are reported in this and =urope, hie said In one ot the mos
them strongly worded speeches delivered during

. . . . special report, which continues N
Foremost in the minds of insurance executives was how to through page the three-day congress _ _
He stopped only short of saying point-

deliver a product that the public-both corporations and indi- -Kathryn J Mcintyr i She
viduals-will continue to buy And they were concerned with athryn J Meintyre blank that commercial insurers could lose
opening up world markets to their products their market m the Middle East as they have
Risk managers at the Congress focused on what the insurance lost market share among major industrials in
industry leaders are contemplating about the future "This is the United States that have formed captives
essential for long-term strategic planning,” commented Burton The successful multinational insurance
J Carbino, senior vp of Irving Trust Co m New York ~organizations of the future are those that de-
Many who attended the Congress privately admitted the in- A C|deft_o Iamhtaye and not Impede the sharing
tellectual stimulation of predicting the future was secondary to or - of information and common advancement
the goals of seeing old friends, renewing acquaintances and o . of technology for the benefit of insurance
making new contacts <i - buye_rs in every country in this world,
Those goals certainly were attained during the coffee breaks 4, ne said . . .
between sessions and during the elegant social events Regis- N - Instead of trying to dominate the busi-
- trants attended a performance of Puccint's opera "La Boheme ness by withholding their insurance ex-
starring Luciano Pavarotti and a ball aboard the Queen Eliza- . “« p;"rt'sz‘r'f_ur‘iars Sa':’?iUIlii|al’dievtef:Zp|\;Ti érglz
beth 2 luxury liner Just before it was called into war service b *kE 1 kxk *
the British g)évernment y - " 51 ’ EaSE Mr ﬁ'é)ea&h a V|Sedn .
"You never know the value of this kind of meeting until The partnership is needed, he said,
Continued on page 25

years later and then you aren't even sure it was the contact at

World register of reinsurers  U.S. buyers unlikely to accept
should be established: Briton ihcyrance monopoly: American

By BILL DENSMORE out licenses and would suffer the penalties By JAMES C. LAWSON “Our public is spoiled.” Robert E

of non-admitted status in all territories, in- : Froehlkeppresident o?the Arﬁerican Coun-

PHrI]I__AE?]ELPHIIA—Af\Iar_med by t?e Clrﬂd"r\'lg their o&/vnh_ dati ) PHILADELPHIA-The results are oil of Life Insurance, told an audience of

grovvltI int (fe. suppt¥]o reinsurance from Mr Neave made his recommendations in enough to make any insurer envious international insurance industry experts

iroator of one of the worldc ollos: a paper he delivered at the World The company's domestic premi- __.- who attended a congress session on
Irector of one ot the world's oldes Insurance Congress during a session ums last yefr jumped 80% to $300 " — -

reinsurers proposes that an interna- i " in Ri i i the role of government as a supplier
tional re iztel? of "admitted" rein entitled .Changes in Risk Bearln_g m.'ll'on' the number of branch of- of insurance and financial services

strors bo petablished to aid buyere Capacity-The Impact of Reinsur- fices grew 250% to 700 and future 1 "They (insurance buyersf want a

Authorities in each nation could ance Strateg Also s eaklnzq at the prospects look even brighter for the - variety of products Théy want a va-

b inati f the capital. re- session wer odrigo Vasquez, multiline insurer as domestic and riety of distribution systems and

52?\?(365)(2?5'1”212[11;5 of reiasu;ers pres@er.lt of Reaseguradora'de Co- international operations expand ., they want a variety of services "
i thin their boundari lombia in Bogota, Colombia, and But there's a catch The Chinese , Mr Froehlke, the lone American
OPeratng within feif bouncanes Henry G Parker Ill, senior vp and government owns the People's In- among the three panelists, defended
upon some uniform code of practice, director of Chubb & Son Inc of New surance Co of China, and the com- th 9 titi FL’J Si ’ .
ts Julius A S N , _ or - ’ . e competitive insurance in-

Suggests - ulius eave, manag o . nlaR3% has a virtu monogo,{x oR lIAMA LJ d iy aamnﬂ&%)rp@/ adequatel
reantile & Mr. Neave "It would, of course, be idle to mainland insurance markets, ac- Mr. Guohua meets the dema overage, un-

al
"If haf | Id b d and tquf‘?l?e that such a rengt”er would cording to PICC's Guohua Song hke China where insurance still is a
such a formuia couid be agreed and .prevent all future remsurance coliapses, Such performance isn't likely to be relatively recent phenomenon

accrelptgq suﬁ;:uently.Wlder by sulperv_lsory Mr Neave said "The causes of such fail- matchedpby the U S insurance im}(]st,y be- Su)'/)pomng Blr Froehlke's contentions
authorities, then an international register ures are many and various, but it would cause bayers expect the wide choice of Linus S?vsa resident of the Insurance In-
andservices Insurers offer, a top stitute of Sri Lanka, said that nationaliza-

f'admitted’ reinsurers.could be estab- demonstrate some determination that is products
Fi)she((ji, H]r‘lleave St PRose reinsurers presen FyQacklng it the part OR‘I he au&h- U S insurance executive told the World In- tion of the Ceylonese insurance industry

ble t t th iteri Id b th- . N A h
unable to meet the criteria wou e wl Continued on page 26 surance Congress in Philadelphia Cont:nued on page 28

It's David Goliath iIndemnity |
S avid VsS. Ollatn over | e ItY 1a-
By STEVE SHERWOOD small contractors based in Louisi- accept liability for the negligence Thefy say the law is a good exam- are in demand
. ana, rules out use of one of the 011 of others," says Randy Haynie of ple of"a lack of knowledge of oil "1t wipes,out a,long and tradi-
BATON ROUGE, La -The one indusiry's tradtional risk ransfer the Louisiana Offield Contractors mdugtry deallne%s and an unwar- tional vig of doin buﬁhes ifithe
side says David nas heaten Goliath methdds the hold-harmless clause Assn in Latayette He was instru- ranted government interference in 011 industty,” says one New Orleans
' Says m On one side of the debate are the mental m detting the original bill privaté contracts attorney "It may be a good thing
ment is Just sticking its nose into 011 producers and large drilling off the ground As attorneys for several large for small contractors subjected to

the oil industry's business contractors that say they can nego- "ANVti - - : ;

. ; . ytime someone has tq accept offshore drilling companies point onerqus agreements in the past, byt

The focus.qf the debate IS the tiate their own contracts without someone €lse’s hability, he |E{ar out,?ﬁeq W estg d%?nv.er C -?t n fhe aw oesahttte 00 far
eana &ﬁf 1igl (? & F (ner s&de'e to ande X It off\,l'\{ ega srocal?ndemnlrt)yaguses in whfgh g

Louisl ilfield Indemnity Act, government help On the ot de a way to pas h lthauah T Wyorni d
which prohibits indemnity clauses are the small contragtors-driling “The problem is. | represent the each party assumes responsibiliy NeW MEXICE S nave Taws Te-
In master service agreements be- mud suppliers, supply vessel people on the bottom rung who for injuries to its own employees stricting the use of indemnity
tween oil producers and the con- owners, rl% construction companies take on the negligence of huge cor- Such reciprocal clauses, how- clauses in 011 field contracts, the
tractors they hire Such clauses -that say they have been unfairly porations and can't pass it on " ever, have been most common be- Louisiana law appears to be the
spell out which party will be liable saddled with liabilities in the past Opponents say the law has been tween the 011 producers and the toughest
;%radcﬁf‘rfgéﬁr injuries on the Louisi- as a condition of getting the Job billed as a victory by the "little powerful offshore drilling com- Mr Havnie agrees that the best
. . "l represent.a group of ?RO ser-,,%tiyl" su contract%rs ove{ the "blﬁ cpatwea fhat cgn suc esafuléy.con- arts of’ ﬂ1e o(‘z er state's Taws-
Th? law, which wla%BassegJ Iaﬁt vice companies in Louisiana at quy rodycers in the risk fans. yirce the 1pro ugers g shar lia- from a small contractor's viewpoint
fall after intensive lobbying by have been pressured for years to fér game, but the issues cut deeper bility because the drillers’ services Continued on page 33
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Future holds many challenges for insurers: Cox

By KATHRYN J. MCINTYRE

PHILADELPHIA-The insur-
ance business must be cost-effi-
cient, listen to the consumer, inno-
vate and perform, concluded INA
Chairman John R. Cox in closing
remarks at the World Insurance
Congress.

This is the "road map toward
credibility and excellence" the con-
gress speakers and registrants
drew, he said.

Even with this map, however,
the industry faces challenges to its
survival, he added, noting the pos-
sible competition from other finan-
cial service providers.

The first signpost of cost effi-
ciency is easily followed, he sug-
gested, by capitalizing on the effi-
ciencies provided by computers.

"Access to the computer and the
blossoming of the managerial sci-
ences have given the industry un-
paralleled ability
to instantan-
eously manipu-
*IP- - Tr late informa-

* tion,"” he said.

C.A\10

., N also offer the op-

pOrturty-in-the

Isurance

Electronic

fund transfers

Mr. Cox policy on a sin-
gle computer
disk; he added.

"It will allow us to develop stan-
dardized contracts within easy
reach of the cost-conscious con-
sumer. It ,will allow the individual

buyer to comparison shop, and it

wilLl make for increased efficiencies
and increased professionalism in
oul distribution system."

Mr. Cox credited today's risk
manager with speeding this devel-
opment in commercial insurance.

With the aid of a computer, a risk
manager "can go well beyond the
pure insurance-buying practices.
He can fit insurance costs into a fi-
Nnancial matrix that considers the
need for improved cash flow, total
return and the availability of a
large number of negotiable options.

"The corporate buyer has been
able to develop in partnership with
the insurance company alternative
means of asset protection such as
paid-loss retros, excess risk transfer
and captive insurance companies.
Costs are stabilized during a time of
ranpant inflation-almost an un-

precedented accomplishment ,for
this day and age," he said.

Any consumer of insurance
today "will only buy an insurance
product or any financial service
when it is perceptibly offered on a
convenient or equitable basis," he
observed, stressing the importance
of listening to the consumer.

Many of the speakers aEuded to
the point, he noted, that- "as infla-
tion, consumerism and state inter-
vention have impinged on our ef-
forts, we can no longer be content
with products and techniques that
were created for conditions now 30
or 40 years behind us."

The insurance industry-hasn't
been incapable of innovations, he
said. "It's just that we never took
the question seriously enough to
proceed on a unified basis.

Our D&O policy has covere

some -of the biggest targets
INn the business.

<]1-

MGIC now extends D&O coverage

to companies other than
financial institutions.

For many years, MGIC's D&O liability
policy has covered some of-the toughest
targets in the business: Financial institutions.

Now we're expanding and offering this
same specialized protection to directors and
officers in a wide range of businesses-both
profit and nonprofit.

We've opened a Special Risk Division in
New York to handle submissions for these

types of risks. With this new facility, you can
provide your executive clients with the
sensitivity and service you've come to expect

from MGIC.

Our Milwaukee office will continue to

serve your financial institution clients.

fli' 3-Afpr”

= %0 Il

If you'd like to know more about
protecting your executive targets, contact
your local,MGIC representative. You may.
also call us directly at 800-221-3629 (in NY,
212-422-0520). Or simply returnthe coupon.

MGIC Indemnity Corporation
Special Risk Division

One State Street, 16th floor
New York, NY 10004

81-5102

Send me more information about your corporate and nonprofit

D&O protection.

Name/Title

Agency

Address

City State

Zip

MGIC

"Now we have no time to lose,”
he said. .

Such innovations may include
the packaging of various types of
coverages throughout a group large
enough to reduce the price of insur-
ance, he said. "Our experts-tell us
that an increasing number of prop-
erty/casualty coverages will be
added to employee benefit pack-
ages, thereby widening the range of
new products and satisfying the
consumers' thirst for convenience,”
Mr. Cox said.

"Suppose, for instance, you
added auto insurance to the typical
benefit package,"” he suggested.
“"The consumer would be attracted
by the comfort of the plan. He
would see his disposable income
enhanced and part of his personal
paperwork eliminated. The insurer
would benefit from the classic
trade-off between entirely differ-
ent types of coverage, since the old
would subsidize the young in auto
insurance and vice versa when it

comes to pensions.”

The insurance industry must ,

pursue such innovations, Mr. Cox
said, because. more competition-for
insurers is on its way.

"The prospects of deregulation in
the banking industry may mean
that insurance companies could ac-
quire banks and banks could gobble
up insurers. Securities firms; of
course, could acquire both insurers
and banks.”

Such a bank-securities broker-
insurer combination could ap-
proach corporate clients, he noted,
with a lending proposal, counter
with a property/casualty policy
and conclude the deal with an in-
teresting acqusition or venture cap-
ital plan.

Although current banking and
insurance regulation make the in-
surer/commercial banker merger
difficult to achieve, "ingenious
businessmen have.a way of making
things happen," he said.

The advanced computer technol-
ogy that will simplify the basic op-
eratibns of insurance also will give
underwriters, brokers and other fi-
nancial institutions the ability to
"grab each other's markets," he
predicted.

The insurance industry will sur-
vive this kind of revolution and
thrive, "only if we are successful in
introducing new products. And, a
new era will dawn only if we can
structure a truly cost-efficient way
of marketing revolutionary prod-

ucts."”

Many groups .
Sponsor congress

PHILADELPHIA-The
sponsors of the World Insur-
ance Congress were:

The city of Philadelphia;
The American College; The
American Institute for Prop-
erty & Liability Underwriters
Inc.; Temple University; the
University of Pennsylvania;
Arthur Andersen & Co.;
Arthur Young & Co.; CIGNA
Corp.

Also, Colonial Penn Group
Inc.; Fidelity Mutual Life In-
surance Co.; General Accident
Fire & Life Assurance Corp.
Ltd.; Goldman, Sachs & Co.;
INA Corp.; Johnson & Higgins;
The Mutual Assurance Co.;
The Penn Mutual Life Insur-
ance Co.

Also, Pennsylvania Manu-
facturers' Assn. Insurance Co.;
The Philadelphia Contribu-
tionship; Philadelphia Life In-
surance Co.; Provident Mutual
Life Insurance Co. of Philadel-
phia; The Reliance Cos.;
Towers, Perrin, Forster &
Crosby; and Willis Faber Ltd.
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editorial opinions

Making Social Security messier

T LOOKS LIKE A nice deal for the hospitals, but we
idon't endorse the practice of non-profit hospitals

pulling out of the Social Security system.

We don't like it theoretically and we aren't sure of its
practical merits for the employees.

We don't believe any employer-non-profit or gov-
ernmental-should be exempt from participating in
the, Social Security system. As a federal program
designed to provide minimum retirement benefits for
workers, it ought to encompass all workers. We think
this is particularly important as we face the prospect of
federal income tax dollars being used to shore up the
system. If we all have to shore it up, we all ought to be
contributing to it from the beginning.

Lest anyone forget, we have advocated in the past
that federal workers be covered by the system. They
often end up reaping its benefits from a second career
in the private sector.

We especially don't approve of hospitals being al-
lowed to pull out of the system while their current re-
tirees continue to get the benefits of the system. Social
Security is funded on a pay-as-you-go basis, so today's
private sector employees are carrying the load of the
benefits for retirees of non-profit hospitals who have
pulled out of the system. The system's financial trou-
bles are bad enough as it is.

One can argue with the pay-as-you-go system, but its
existence is another argument for universal participa-
tion in Social Security.

As for the potential benefit or harm to employees of
non-profit hospitals that are pulling out of the system,
we share the concerns of those who fear the harm out-
weighs the benefits.

What happens to the hospital worker who moves
from one non-profit hospital to another that has pulled
out of the system and never stays in one institution
long enough to vest in the pension plan?

Will workers at institutions that dén't participate in
the system really save this portion of their salary for
their retirement?

Will these workers lose eligibility for Medicare and
other Social Security-related benefits?

We also find it disturbing that hospitals won't tell

" letters

their employees of their intention to pull out of the
Social Security system. What do the hospitals fear?
That they will be less competitive employers with that
announcement? If that's the case, they had better think
through this ramification to the day their withdrawl
takes effect.

And hospital executives should prepare to answer
the massive protests that could erupt once employees
understand what benefits they have lost.

Doing it yourself
ORHISTIGATER RISK Managsssaften.wite.at

times manuscript entire policies, but few share the
fruits of their labors with their colleagues.

The exceptions deserve to be noted.

Burton J. Carbino, senior vp at Irving Trust Co., was
instrumental in the development of the Lloyd's com-
puter crime policy (Bl, Nov. 16, 1981). That policy now
is available to others and also has spurred the develop-
ment of new forms by markets in the United States.

Spencer J. Traver, director of risk management at
BFGoodrich Co., has developed a broader property in-
surance policy he has sold insurers and is giving others
ideas by talking about it. (BI, April 19).

Denis Julien of Republic Steel Corp. and Gene Hes-
kett of Hanna Mining Co. wrote what they considered
to be the ideal environmental liability policy for a steel
and mining company (Ell, May 3). Although their policy
has yet to be accepted in the marketplace, we compli-
ment them for both their innovation in developing it
and their willingness to share it with others at the Risk
& Insurance Management Society meeting.

The efforts of these four men also should stand as
examples to others who can't find what they are look-
ing for when they go shopping for insurance.

If it isn't on the rack, try designing it yourself. You
just might find an insurer who will agree to provide it.
You not only will be improving your own risk manage-
ment program, but also eould contribute to the devel-
opment of better insurance products for others.

Orange County
safety efforts

To the editor: My congratulations to
George Pierce and Orange County for
their accomplishments in the field of
safety since 1977 (BI, April 19). But, | do
feel that some of the implications touched
upon in the article should at least be
briefly responded to.

Perhaps my sensitivity is showing,
since | was the safety consultant for Em-
ployers Insurance of Wausau servicing
Orange County for a number of years be-
fore 1977. | left in January 1976.

Orange County was a typical govern-
ment operation, run by a board of com-
missioners with other private interests-
besides politics-and they probaby did
what they thought necessary under the
pressures of the times. But, one area they
did not give appropriate attention to was
the county's loss-control efforts. My con-
tacts were capable people, concerned with
safety and loss control, doing the best they
could with the limited backing they had.

The article is correct: The county's
"safety department” consisted of two peo-
ple, both with good backgrounds in safety
work. But at that time Orange County
was growing fast, developing into a com-
pletely different area than before Walt
Disney World, a new college, road sys-
tems that needed upgrading, police and
fire protection in the county areas and de-

velopment, both residential and commer-
cial, galore.

Constantly and consistently we kept
recommending management control: a
single person we could contact who could
implement the controls needed' and see to
their enforcement, a key and vital point
for any operation. This simply did not
come about.

The losses in injuries continued to
climb, with both the county safety people
and myself nurturing our occasional small
successes, accomplished by. and through
individual operation supervisors. Overall,
it was a frustrating experience.

What prompted Orange County to fi-
nally get moving and to recognize that in-
surance programs, including loss control,
are important seems to be the same moti-
vator as with anything else: money. The
losses apparently got so high, they finally
got someone's attention (the news
media's, perhaps?).

Again, my congratulations to Mr.
Pierce for taking charge and to Orange
County for giving a professional safety

manager a chance and for finally starting
to listen.

Dale G. Smart
Regional manager
Loss-control services
Wausau Insurance Cos.

Minneapolis

Golfer's nightmare

To the editor: After reading with con-
siderable interest your reports of the

Gonzales vs. National Rifle Assn. legal fi-
asco (BI, Feb. 22), | have come to a terri-
fying conclusion:

Should a thief break into my home or
auto and steal my golf clubs and subse-
quently bludgeon to death some hapless
person with my 5-iron, thus becoming, |
presume, a mashie mashee, | am liable for
a large pecuniary damage sum to the fam-
ily of the victim. Or my baseball bat, or
my tire wrench, or my trombone, or
nNy...

F. William Button
House counsel

Darin & Armstrong Inc.
Southfield, Mich.

Well-deserved award

To the editor: | would like to second the
nomination of Gene Marsh to the Risk
Management Honor Roll (BI, April 19). |
worked with Gene Marsh at Gencon for
three years. He is the most organized, ef-
ficient, dedicated individual I've ever
seen, and the recognition is well de-
served. .

Richard J. West

Manager of insurance operations
Fluor Corp.

Irvine, Calif.

Business Insurance welcomes letters from its
readers. Please keep your comments as brief
as possible. We reserve the right to edit let-
ten for clarity or space. Send your com-
ments to Letters to the Editor, Business In-
surance, 740 N. Rush St., Chicago, Itt. 60611.
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The shortest distance
between two ideas is,ft

always a straight line.

A problem that seems to defy solution often yields to a flexible line of

=+ thinking. At Johnson & Higgins we try to find a new approach by enriching
frames of reference. So we dig. We listen. We reorient. And, sometimes, by
deliberately pursuing a tangent, we find ourselves headed directly toward a
unique answer. An example: the J&H captive program for the National
Association of Mutual Savings Banks.

t=

The NAMSB Risk Management Program: Implemented through an
industry insurance company managed by J&Pif, the program has attracted
two-thirds of the nation's mutua/ sauings banks. The NAMSB captiue
created an alternative uehicle for real estate investment protection when
traditional sources of couerage didn't measure up. For information on
association captiues. write or call any J&H o#.ice.

JohnsonGHiggins

The Ptivate Insurance Broker.
Thinking in a different dimension.

MEMBER
NATIONAL
ASSOCIATION
OFINSURANCE

BROKERS RISKAND INSURANCE MANAGEMENT SERVICES, EMPLOYEE BENEFIT AND ACTUARIAL CONSULIING -THROUGHOUT THE WORLD.
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Japan's pension system has problems, too

By KATHRYN J. MCINTYRE

PHILADELPHIA-The Japa-
nese equivalent of the U.S. Social
Security system is facing an equally
difficult financial future.

"Our biggest problem is the fi-
nancial difficulties of the state pen-
sion," Kiyoshi Murakami, director
of Nippon Dantai Life Insurance
Co. Ltd. in Japan, said at the World
Insurance Congress.

Other aspects of the Japanese re-
tirement system-employer-spon-
sored plans and individual savings
-differ somewhat from practices
in the United States.

The state pension, or welfare
pension insurance, covers private
sector employees and was modeled
after the pre-1957 West German
state pension program.

Under present law, it is funded

20% by general revenues, 40% by
employers and 40% by employees.
The employers and employees
equally share the 10% tax on cov-
ered earning.

This year, however, Ute govern-
ment reduced the program's gen-
eral revenue financing to 15%. The
government said the cut is tem-
porary and it will restore the re-
duction with interest.

"However, benefit payments are
snowballing every year,” Mr.
Murakami said.

The Japanese population is
aging, he explained. Although peo-
ple over age 65 make up only 9% of
the total Japanese population, the
percentage is expected to increase
to 15% by the year 2000 and 20% by
2020.

"Under these circumstances, will
it be possible to pay back or main-

tain only partial general financing
without a radical increase in
taxes?" he asked.

The program is not yet mature,
he noted. Today, the number of
beneficiaries is relatively small
compared with the number of con-
tributors, he said, but when the
prcgram matures, 1.5 contributors
will support one beneficiary.

The current contribution rate of
abcut 10% of covered earnings will
have to rise to as much as 35%o, as-
suming 20% general revenue fi-
nancing, Mr. Murakami said.

The national pension system,
which covers mostly self-employed
people, also faces maturity prob-
lems, Mr. Murakami said. The flat-
rate contribution of today, the
equivalent of about $250 dollars,
would have to be tripled to pay
promised benefits, he said. Al-

though that is "impossible," cutting
benefits or raising taxes are "poli-
tically difficult.”

Although there have been pro-
posals to solve the problems, "poli-
ticians, as well as the general pub-
lic, are quite reluctant to take any
substanial measures either to cut
benefits or increase contributions,”
Mr. Murakami said.

"If reform cannot be successfully
accomplished, someday the govern-
ment will have to pay huge
amounts of pensions without ade-
quate financing," he predicted.

The financial problems of the
state pension are encouraging some
employers and unions to push com-
pany pension plans to supplement
the retirement income of workers,
who are retiring more often at 60
now than 65.

Traditionally, Japanese employ-

EVERYONE'S
IRA MEANS
LESS TAX.
MONY'S
MEANS LESS

At MC)N we make it easy for you to

offer an IRA to your employees.
Because we take care of most of the

details of administering the plan -
including paperwork, investment, and

benefit payments.

With MONY. virtually all you have to

do is set up payroll deductions and remit
contributions to us. We'll even send a

representative to help you get started.
And the MONY IRA is a terrific oppor-

tunity for your employees. Because we

place their contributions in a high-interest

accumuljtion fund-and that adds up
to a richer retirement.

So why not mail the coupon for more
information on MONY's Group IRA. And
offer your employees the tax-deferred
investment that isn't taxing on you.

TROUBLE.

I'd like more information on MONY's Group IRA. |
Mr. Gary Mahood, Asst. Vice President

MONY

| Mail Drop 14-2,1740 Broadway |
L AsW.Y.Qrk, New York 10019 1

Aame

I 1 €l = A
abYolaaloF—=U o hVe
SAdcddre === |

I City

State

I & I |
— |

THE MUTUAL LIFE INSURANCE

IMfNY &

MPANY OF NEW YORK

BROADW,

NEW YORK, NEW YORK 10019

L

mi

ers have rewarded the custom of
1: felong employment with a lump-
s.im payment at retirement of 30 to
40 times final monthly pay.

Now, the trend is to change the
lump sum to an annuity, Mr. Mura-
kami said.

And employers are starting to
Ere-fund benefits, which are 100%
tax deductible, instead of using the
book-reserve system. The increas-

ing amount of benefits due and the
reduction in the tax-free maximum

1:mit on book reserves from 100% to

40% are encouraging the change, he
noted.

The brightest spot in Japanese
retirement trends is the continuing
Eigh savings by Japanese workers.
"The average family saves 20% of
i-s annual income,” Mr. Murakami
r.oted.

"It's traditional to save in Japan,”
he explained. "The income growth
has exceeded the spending
growth,"” he told an audience com-
Fosed primarily of Americans who
were surprised to hear it.

Also, the difference in income
within the total population is small.
"With a little bit of effort, everyone
can attain a lifestyle equivalent to
cr better than those of other peo-
Ele," he said. —

Institutes break

ground for building

MALVERN, Pa.-The American
Institute for Property & Liability

Underwriters and the Insurance
Institute of America broke ground
for a new building in conjunction
with the World Insurance Congress
in nearby Philadelphia.

As part of the ceremony, the in-
stitutes held a reception and lun-
cheon April 25 for more than 20C

guests on their 122-acre campus in
Malvern.

The ground-breaking ceremony
featured youngsters aged from 1 tc
4, children or grandchildren of em-
ployees, complete with shovels.

om The Reprint Department .

business
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Do you need to dis-
tribute copies of arti-
cles appearing in Busi-
ness Insurance at your
meetings or for your
mailings?

Business Insurance
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print department to !
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prints of articles ap-
pearing in Business In-
surance, or to obtain
reprint permission for

your own copies, call or
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-New prices effective 1 /1/82



That's quite a mouthful. But it does make one thing very easy to remember: if you
have the restaurant, we have the restaurant package that can cover all of it right down
to the kitchen sink.

To start with, we're able to cater to your clients' every need because we offer all
coverages available. In addition, we can give you up to $10,000,000 property and liability
limits, plus high Section Il limits. And to top it all off, we offer top-rated markets, top
commission pay, and very competitive quotes-in a fast 47 hours or less.

Add it up for yourself. You'll see why we're the prime choice for placing restaurant
insurance coverage. And even if you don't need our services today, it's a good idea to
always keep The Power Brokers in mind.

Because that way, you'll never have to worry about where your next placement will

be coming from. m
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s 2 Union Square, Suite 3412

Holyoke, Massachusetts 01041 Los Angeles, California 90010  Seattle, Washington 98101
Telephone: (413) 538-8261 Telephone: (213) 386-1200 Telephone: (206) 624-9880
Mass. Wats: 800-332-3847 Calif. Wats: 800-421-9544 Telex: 32-1138

All other states: 800-628-9017 Telex: 67-3521

Telex: 95-5494

The Power Brokers is a trademark and service mark of Hallways Advertising, Inc. Copyright © Hallways Advertising, Inc., 1982. All rights reserved.



On March 31st, Connecticut Gen

Here’s what the
_ business press
1s saylng about the

largest insurance
merger ever.

On March 31st, a new company
named CIGNA was created.
Connecticut General and INA, two
firms of roughly the same size and
with complementary strengths were
the creators. It is a merger of equals,
entered into voluntarily. This is how
the business press reviewed it.

“The combined company...will

marry Connecticut General’s excep-
tional strength in corporate em-
ployee benefits and marketing to
INA’s strength, both domestically
and abroad, in commercial property
and casualty coverage.”
—The New York Times

“Not a discouraging word has

been heard on Wall Street about the



eral and INA became CIGNA.

decision by Connecticut General and “The union is a shrewd effort to ~ committed to be the best. The
INA to get together...” squeeze out rising costs and stake merger gives us the resources to
—Fortune Magazine oyt an advance position in the rap- meet that challenge.

“Underlying...[the merger]...is  idly evolving insurance business.”

the enormous potential for extend- —The New York Times

ing the concept of group insurance All of us at CIGNA share the

oeyond life and health coverage into  optimism and confidence of these CIGNA

such areas as auto and homeowner informed observers.

policies.” —Business Week The reason is simple: We are

CIGNA Corporation, 1185 Avenue of the Americas, New York, N.Y. 10036
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More multinationals seek political risk cover

By BILL DENSMORE

PHILADELPHIA-INterna-
tional political risk coverage, al-
though offered by relatively few
private insurers, is becoming an in-
creasingly popular coverage among
multinational companies.

"We expect the 1982 (private)
premium is well over $80 million
and we expect it to be $150 million
in 1983," said Julian G.Y. Radeliffe,
president of Commercial & Politi-
cal Risk Consultants Ltd. of Lon-
don, an affiliate of the Hogg Robin-
son Group.

Political risks are defined as
those potential actions by a foreign
government that could damage a
corpo'ration’'s assets and are either
arbitrary or discriminatory, Mr.
Radcliffe said during a seminar on
"Social and Political Unrest-Cata-
lyst to a World Insurance Pool?" at
the World Insurance Congress.

The premium growth is the re-
sult of at least four factors, Mr.
Radcliffe said, including:

= Increased world political in-
stability and difficulty in predict-
ing where the next upheaval may
occur.

= Growth in the size and com-

plexity of international projects
and investments.

- Emphasis on corporate re-
quirements for steady earnings
‘growth despite unexpected occur-
rences.

« Availability of more sophisti-
cated risk ihanagement techniques
and insurance coverages.

The operations, sales and legal
departments of a multinational cor-
poration are all involved in manag-
ing political risks, said Mr. Rad-
cliffe. Such risks generally apply to

‘Resusci Anne" CPR framing manikin by Laerdal Medical Corporation, courtesy of-

sources of supply, export sales and
personnel.

David Mitchell, a vp in the Gen-
eva, Switzerland, office of Business
International Corp., a London-
based company that researches
worldwide business conditions for
multinationals, said a corporate
risk manager should keep in mind
that only about 30 governments
provide for transfer of power with-
out the use of force.

Mr. Mitchell warned of unrest in
one nation and economic trouble in
one region:

- In the Republic of South
Africa, "we can expect serious un-
rest where the lower economic sec-
tor, the Bantu, is really hurting”
because of falling worldwide prices
for gold, which South Africa sup-
plies.

To cope with declining revenue,
the government will impose eco-
Nnomic restrictions, economic
growth will slow and per-capita in-
come among lower-income groups
will decline.

« In Latin America, preliminary

estimates by the Inter-American.

Development Bank show the re-
gion last year suffered its worst
economic setback in 20 years.

Economic growth for the region
as a whole slipped to 1% in 1981,
compared with 5% in 1980. How-
ever, he made no predictions about
unrest there.

In the United States, four private
insurers offer political risk cover-
age, according to Frank A. South-
ard, a former U.S. executive direc-
tor of the International Monetary
Fund: American International
Group, the Insurance Co. of North
America unit of CIGNA Corp.,
Chubb & Sons Inc. and The Conti-

nental Corp.

Government organizations write
political risk coverages in 13 na-
tions, including most major U.S.
trading partners, and a regional
market handles the coverage for 12
Arab states, said Mr. Southard of
Chevy Chase, Md.

The U.S. Overseas Private In-
vestment Corp. is the oldest and
largest of the national agencies.
Begun in 1948, it issued $1.9 billion
in coverage from 1978 to 1980, ac-
cording to Mr. Southard. It settled

111 claims totaling $373 million
from 1948 to 1980.

But efforts to form an interna-
tional investment insurance agency
or facility as an umbrella over the
national agencies have failed, Mr.
Southard said, because of a lack of
strong support from the industrial-
ized countries that already write
political risk coverage on their

"Any such agency would have to
have the right of subrogation to as-
sume the rights of investors in cases
where claims- were paid, ' said Mr.
Southard. "Many developing coun-
tries, especially in Latin America,
strongly resist this.”

In his talk, Mr. Mitchell outlined
what he described as "the factors of
stability” and the "catalysts for
change" that are present in varying
degrees in each nation. Although
his firm compares the business cli-
mates in various nations based
upon these factors, it does not com-
pile any single "list" of overall
worldwide rankings, he said.

It is the gradual, large-scale
buildup of signals that should
worry a risk manager more than
static evidence of discontent like

terrorism, Mr. Mitchell said.

And sometimes, he said, competi-
tive risks may be more severe than
political ones.

"For a European company, the
risks and dangers involved in com-
mitting resources to a turbulent
area of Africa are frequently less
than those involved in doing the
same in the United States, where
the competition ensures that there
are none but the quick or the
dead,” Mr. Mitchell said.

The factors of stability cited by
Mr. Mitchell include:

= The legitimacy of the govern-
ment, as perceived by the populace
itself.

- A reasonable distribution of
wealth. In nations with a dispro-
portionate number of poor, im-
provements in education and com-
munications may render a govern-
nnentinstable.

"The ease of communication is
an effective destabilizer or weapon
for those who wish to take over
power,” Mr. Mitchell wrote in a
paper accompanying his talk. "A
major element of the shah's re-
moval (in Iran) was the cassette re-

cordings the Ayatollah Khomeini
made when he was in exile in Paris

and then circulated in Tehran.”

« Acceptance of the status quo
by the populace, which is also re-
signed to no hope of change. "This
used to be the case in many Latin
American and Asian areas, but be-
cause communication and educa-
tion were ignored, this vacuum was
filled by influences whose rapid
spread was made possible by com-
munication.”

= Ethnic and religious coher-
ence.

"When there is any large group
within a population that can be

66It'S a matter of life."

Len Beiser talks about Structured Settlements.TM

*401'K-

s Suncoast Chapter, Inc.

identified easily and is a minority,
there is always the potential for in-
stability,” Mr. Mitchell said, adding
such conditions exist in Northern
Ireland, Israel, South Africa, the
Middle East and among the Mos-
lems in the Soviet Union.

Examining the potential for in-
stability in a nation depends first
upon checking these four basic fae-
tors, then checking to see if any of
another set of five "causal factors”
exist, Mr. Mitchell said. The third
step "is the recognition of early
warning signals which presage
major change.”

The five causal factors are:

= A decline in per-capita income
of the lowest economic group.

= The drift of population to
cities and towns in developing
countries, which degrades agricul-
tural performance, leads to food
imports and creates what Mr. Mit-
chell termed a "jobless proletariat”
vulnerable to "populist ideas."

» Bars to emigration. As devel-
oped nations slide into recession,
they impose economic or political
barriers to immigration by low-
wage workers from developing
countries. This leaves a surplus of
workers in those nations, like Mex-
ico, Turkey, Spain and Portugal.

< Changing demographics. Ei-
ther a surge of workers or a surge
of retired workers can create politi-
cal problems.

In France, Mr. Mitchell noted,
one person in five is being sup-
ported in retirement by Social Se-
curity, and by 1990, the figure
could be one in three.

- Unemployment, which threa-
tens the social consensus in some
highly developed nations like
CSreat EsSritasainnm o -

Len Beiser, one of The Structured Settle-

ments Company's expert negotiators, is
also a volunteer instructor of first aid and

cardio-pulmonary resuscitation.

"l joined Structured Settlements after
20 years in the claims insurance field
because | fell in love with the idea," says
Len. "Negotiating a successful settlement
can give you the same sense of fulfillment
that you feel when you get a letter saying,
'| saved a life because of something |
learned in your first aid class.' It's mar-
velous to know that you've helped some-
one through a catastrophe, and let them
get on with the business of life.

A successful Structured Settlement rep-
resents much more than saving money
for the insuror. It also guarantees finan-
cial solvency for the plaintilf and lets
them concern themselves with healing
and continuing.

"It's a matter of life-and that's the

most precious thing we have."

THE

STRUCTURED
SET T LEMNEINTS

COMPANY

5757 West Century Blvd.

Los Angeles, California 90045
East Coast Office: 800-237-6361
West Coast Omce: 800-421-2022
in California: 213-642-1999

In Florida: 813-823-2666

Ollices in Los Angeles « San Francisco
« St. Petersburge Tomnto
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Disaster could wipe out some insurers: Panel

By BILL DENSMORE

PHILADELPHIA-Technology,
more r.han inflatiorr; is driving-up
the limits on catastrophe cover:ges
to the point that some insurers
won't survive the r-ext billion-dol-
lar disaster, says a prominent Brit-
ish underwriter.

"The quality of financial stability
is weakening daily," Derek J. Mar-
tin, a director of North American
underwriting for London-based
Willis Faber Ltd., told the World

Need Forrn 5500

al = 3

Insurance Congress.

Reinsurers that don't have
enoigh financial strength are being
used often, he said.

"Thus, when the next really
large natural disaster occurs, there
will be failures and red faces in
high places.”

Mr. Martin said technological ad-
vances on a heretofore uncontem-
plated scale are coming. He cited
the emergence of smaller and
smaller computer microprocessor
chips that he said will bring un-
paralleled benefits, capabilities and
coverage limits.

In 1968, when the Intelstat 111
satellite was launched, its insured
value was $4.5 million, Mr. Martin
said In December, 1979, when
RCA's SATCOM Il disappeared
from radar screens after it was
launched, the loss was pegged at

$77 million, he added.

Currently, a communications sat-
ellite plus its radio transponders
may be insured for $80 million to
$90 miillion, he said.

". . - Inflation has only margin-
ally affected the enormous in-
creases in value, most of which
have been absorbed by the (insur-
ance) industry," said Mr. Martin.
"Technology has, undoubtedly,
been the main factor (in the growth
of insured values)."”

The largest offshore oil drilling
rigs, worth up to $1.5 billion, cur-
rently can be insured for full value,
Mr. Martin said. "But there are big-
ger structures in prospect and the
replacement cost of some existing
structures is rising to the levels
where full insurance is not possi-
ble.”

Moreover, he warns, it would

take up to three years to replace a
major platform, with the insured
losing net profits of more than $1
billion during that period.

Mr. Martin and two other speak-
ers addressed the topic, "Insurance
Frontiers-Massive Risks." Among
the most problematic risks they
cited were those involving energy
exploration and pipeline projects,
nuclear power plants, earthquakes
and satellites.

"Today the worldwide nuclear
risk remains. . .unprecedented and
grossly underinsured,” declared
Burt C. Proom, president of Ameri-
can Nuclear Insurers, a 150-mem-
ber insurance pool based in Far-
mington, Conn.

Mr. Proom said that the nuclear
insurance pools and other sources
can offer $630 million in coverage
for on-site property damage to nu-

Some conferences

are so jam-packed
with 66a little of this"

and 66a little of

that"... you often
end up with a whole
lot of nothing.

But, there's always
an exception:

AMA'S

TH
—
—

NATIONAL CONFERENCES

RISK & INSURAN Gl,il421:EEMENT
EMPLOYEE BENEFITS MANAGEMENT

SEPTEMBER 20 22,1982
THE PALMER HOUSE, CHICAGO

ACrIvI'IT.

That's the secret of a good con-
ference. But if you find yourself
attending conferences year-in and
year-out, and getting the run ar,und
on the big issues, try AMA's 1982
National Conferences for a change
of pace.

PRODUCTIVE ACrmT¥.

We put the emphasis on in-depth
coverage, to give you the total
picture of what's happening on the
insurance and benefits scene. And
we've backed up our conference
agendas with AMA's enormous
network of management informa-
tion. In 1982, you'll find more big
issues, more behind-the-scenes
stories, and more state-of-the-art
management techniques - to

make these conferences the most

valuable in our 39-year history

PROFIT-MAKING ACrIVrry.

You'll find yourself face toface with
the experts for the inside story on
the big issues affecting your bottom
line: Tax Breaks with the 1981 Risk
Retention Act. The insurance in-
dustry's growing relationship to
Banking and Financial Institutions.
What you need to know about
Investment Credit Recapture Insur-
ance. How you can increase the

Cash Returns of your company's
insurance program. And, on our
Employee Benefits Management
agenda, youy lind everything from
IRAs andJob Sharing... to the
effects of Changug Demogmphics
... to Cost Containment Strategies
and Communication Techniques
for better business performance.

So if you're looking for exceptional
coverage of the big issues, start
running around with the industry's
leaders at AMAs 1982 National

Conferences.

o

D R —

Return to: American Management Assc,ciations
1.15 W. 50th Street. N.Y.C. 10020

Att'n: The Registrar.

1 . .
YES I'm ready to run with the industry's
leaders. Send me all the details on AMA s 1982
National Conferences:

E] RISK & INSURANCE
MANAGEMENT #4401697-39
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MANAGEMENT #341107-39
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m select sessions from both conferences.
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clear plants and hope to boost that
limit to $1 billion. But, he added
that a new, 1,000-megawatt plant
with multiple reactors presents an
exposure in the vicinity of $2
billion to $4 billion.

As a result of the 1979 incident at
the Three Mile Island plant in
Middletown, Pa., he noted, the
pools probably will pay their entire
limit of $300 million while the ac-
tual probable total loss will be
around $1.3 billion.

The reasons for the limited ca-
pacity, according to Mr. Proom:
"Nuclear power is mysterious, and
nuclear power is controversial."”
The media misunderstand or fail to
report accurately such concepts as
the effects of radiation exposure, he
said, and the public, which accepts
auto, airline and oil-rig deaths, "ap-
parently cannot bring itself to ac-
cept the hazard of a nuclear power
plant.”

Mr. Martin encouraged insurers
to assume greater technological
risks as part of their traditional
role, and he cited Mr. Proom's pool
as an example of what he means:

* In 1982, ANI's property capac-
ity totaled $455 million. Of that fig-
ure $209.1 million, or 46%06, came
from U.S. insurance pools; $47.2
million, or 10.4%6, came from
Lloyd's of London syndicates; and
$198.7 million, or 43.6%, came from
other sources.

« Based upon these figures, U.S.
pools have committed just 0.2% of
the U.S. non-life insurance pre-
mium total of $99 billion to nuclear
risks, while Lloyd's has committed
more than 1% of its estimated $5
billion in non-life premium in-

"By assuming the same percent-
age of their total premium income
as Lloyd's, the (U.S.) capacity
would quintuple,” Mr. Martin said.

Echoing a comment made by sev-
eral other speakers at the Philadel-
phia gathering, Mr. Martin urged
insurance buyers and their brokers
to pay closer attention to the "secu-
rity" of their insurers and rein-
surers in an era of expanding ca-
pacity and competition.

The seminar's third speaker, an
independent consultant in Mexico,
suggested it may be time to set a
limit on the amount of earthquake
coverage that may be sold in that
country.

Ricardo Toledo estimated in-
sured property values in Mexico
City at $22 billion and said a major
quake in that city would create de-
mands that insurers just couldn't
meet.

He said figures like that lead
some to ask whether worldwide in-
surers really have the resources to
provide the insurance capacity
they are writing. "I ask myself," he
told seminar participants, "is this
really overcapacity or do we have
‘over-offer 2"

Mr. Toledo-who left his post as
Latin American and Caribbean re-
gion technical director of the Skan-
dia Insurance Co. Ltd. three years
ago to undertake an insurer-funded
study of earthquake premiums, ca-
pacity and risk-said after the se-
minar, "We have to start thinking
about limiting our liability by re-
stricting the sales of this type of
coverage.

"What would happen if you had
a large catastrophe and a delay in
payment?”

Mr. Toledo said he has obtained
aggregate premium figures from
many Latin American earthquake
insurer5.and is concerned by the
disparity between the risks re-
tained by larger insurers as op-
posed to smaller ones.

"If the big guys took the big
chunks and the little guys took the
small chunks-maybe (it would be
all right)," he said. "But the prob-
lem is some of the little guys are
taking big chunks." .



Equipment Manufacturing.

We understand the risks, because we understand the business.

Everything works better when an
insurance company knows your
business.

You get expert help with loss
control. Claims are processed more
efficiently. And, most important, you
get imaginative rating techniques
that effectively match your premiums
to exposures.

You'd expect an insurance

company to know the insurance
business.

We've taken the time to learn the
equipment manufacturing business.

As one of the nation’s largest
insurers, we can design programs for
all of your casualty, property, life and
health insurance needs.

If you'd like to see the benefits of
working with people who understand

your business, give our business a call.
Call our National Accounts office
at 715/346-6863.

Sentry, Insurance

National Accounts Department
Sentry World Headquarters
1800 North Point Drive
Stevens Point, Wl 54481
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BENEFIT PLANS, INC.

Self-Funded Employee Benefit Specialists Since 1959
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Solve existing problems: Jackson

PHILADELPHIA-The insur-
ance business is coping with new
risks, but it is not solving problems
related to risks it already has un-
derwritten, contends Lloyd's of
London underwriter Robin Jack-

Lloyd's, for example: has re-
sponded with a policy to the new
risks created by electronic fund
transfers, he said in a speech ad-
dressing "Insurance Frontiers
Risks Without Precedents" during
last month's World Insurance Con-
gress.

But the industry is not solving

MNO

OPER

Foreven the toughest risks,

the problems created by under-
writing liability insurance for as-
bestos manufacturers, said :he
director of Merrett Syndicates Ltd.

"Look at the way we are arguing
and fighting among ourselves,"” he
said of the current litigation over
coverage for asbestos claims. Scme
underwriters contend policies
should respond that were in fcrce
when the claimant was exposed to
asbestos and others contend policies
should respond that were in fcrce
when the asbestos-related disease
developed.

While the insurers argue, the

EEone-call' marketing you can depend on.

Your client was just awarded a major construction
project. But there's one hitch: excess/surplus lines cover-
ages are needed, and must be in place in a week. One
call to Montgomery & Collins puts you in touch with
the insurance markets of the world.

As one of the nation's leading surplus lines brokers,
M&C has the expertise in each of its
local offices to give you access to com-
petitive quotes for umbrella liability ,

Montgomery
and Collins, Inc.

professionalliability, primary and excess casualty, as well

as excess workers' compensation.

M&C puts many years of experience in excess/surplus

brokerage to work for you -on the spot - with direct and
immediate access to more than 40 domestic and cver-

seas carriers, including the important London market.

When the risk calls for an excess/surplus
lines placement,-one call to Montiom-
ery & Collins does it all.

3807 Wilshire Blvd., Los Angeles, CA 90C10 (213) 386-2991. Or contact our nearest branch office: Atlhnta, Boston, Buffalo, Charlotte, Chicago, Columbus, Dallas, Denver,
Hartford, Honolulu, Houston, Indianapolis, Kansas City, Los Angeles, New Orleans, New York City, Philadelphia, Portland, Sacramento, San Francisco, San Jose, Seattle,

judges give the consumer what he
wants, Mr. Jackson observed, re-
ferring to the court decision in the
Keene vs. INA

in vwhich the

court said all in-

Suurance pur—  —
chased from the 4" '-

time of exposure : ,

through mani- 65-
festation of the

disease should
cover claims.
“Can we not

get together and Mr. Jackson

agree on a policy
wording?" he asked.

Mr. Jackson would,prefer that a
new general liability policy provide
coverage for claims made during
the policy period.

"The problem will not go away,"
he warned. The insurance industry
cannot, he contended, keep offer-
ing $200 million of liability insur-
ance limits every year while the
basis of the coverage can be dis-
puted.

"We have to get back to basics,"”
he said. "We have to look at the
policy wording. What are we writ-
ing?"

The insurance business also
should be concerned about the sol-
vency of reinsurers, Mr. Jackson
advised. "The potential insolvency
of reinsurers in the world is the
biggest unprecedented risk,” he
said, predicting there will be more
insolvencies in the next two to

three vears. .

Meet the goals
of host nations:

AIlG president

PHILADELPHIA-Are you
operating overseas or thinking
about it?

American International Group
President Maurice R. Greenberg
has some advice for you, equally
applicable to industrial as well as
insurance concerns operating over-

“A multinational business must
bring something to a country,” he
told the World Insurance Congress,
suggesting it be a new technology,
additional opportunities for em-
ployees or training not normally
available within the country.

It's also very important to make a
long-term commitment to the
country, he said. "Do not seek in-
stant solutions or quick profits as a
substitute for this commitment.”

Drawing on the international ex-
perience of AIG, whose roots are in
the Orient, he also suggested that
multinationals' investment pro-
grams, wherever possible, supple-
ment the goals of the host country.

"Avoid disrupting the market. Be
a good corporate citizen, just as we
expect others to work in this fash-
ion in the United States," he said.

Other points to consider, he sug-
gested:

= Treat foreign operations as
importantly as domestic. Do not
impose a single policy and strategy
globally. What works in the United
States will not necessarily work
abroad and will be confusing to
local staffs who will believe that
their sense of values and judgments
have been ignored.

* Carefully choose managers for
foreign management, not only for
technical skills but for their global
outlook.

- Require U.S. managers to
speak the language of the country
with which they are working.

- Be adaptable, patient and sen-
sitive to local customs and cultures.

e Create opportunities for for-
eign employees throughout your
company.

= Pick realistic goals for each
[ e o Jl W BN oon Ja =l ga O g -



SOME THINGS
ARE BEST LEFT
TO THE EXP RTS®

Why Companies Choose NATLSCO

We're known for expert quality service. We have developed
and maintained high standards that are recognized throughout the
industry, not only for claims management but fér loss control services.

We base our businesson a person-to-person approach.

We keep in contact with our clients through our claim account coordi-
nators, safety. coordinators, and our field staff.

Our services are not only customized but they're also provided-bi
people who know and respond to the clients' needs. We don't work for
you, we work with you. That's why we've maintained a loyal clientele
over.the years.

For more information about our personalized service, call

Fred Minchk, Vice President, Risk Management Services. - - -- _-

Some things are bestleft to the experts.

Call Toll Free: -
800-323-9585. In lllinois: (312) 540-2010.

NaTLECO

National Loss Control Service Corporation
Long Grove, illinois 60049
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Insurers must change

J Check us out . ..

Rf Alarm Company Liability (including Errors & Omissions).
f Security Guard Liability.

[ Police Professional Liability.

[f Municipal General Liability.

9 public Officials Errors & Omissions.

to meet needs: Healey

By JAMES C. LAWSON

PHILADELPHIA-A contract-

ing market and a wave of mergers

will result if insurers in a changing -

world economic
order fail to
meet the "new
Nneeds™ of
buyers, says
Denis Healey, a
member of the

1-800-531-7205 « 1-800-531-7224 - 1-800-292-5721 (Texas only) British Parlia-

ment and for-

Bayly, Martin 6 Fay/San Antonio mer chancellor
RO. Box 17800

San Antonio, Texas 78217

of the exehe-

quer. Mr. Healey
Mr. Healey

was one of three speakers who ad-

dressed some 600 delegates on "The.

Future-A Radically Changing

OURNAME

RESTS ON VE

We're San Francisco

Reinsurance Company:
comprised of

Fireman's Fund
Insurance Company
Baloise Insurance
Company

National Insurance
Company of New Zealand

Nippon Fire and Marine
Insurance Company and

Victoria Fire and Marine
Insurance Company
For information about our

worldwide capacity in
treaty and facultative
reinsurance, contact us at.

RO. Box 3144, San Francisco, CA 94119, USA
(415) 929-2097

TELEX 34358

FUNDAMHO SFO

SAN FRANCISCO
REINSURANCE COMPANY

World"” at the World Insurance
Congress last month. He forecasted
a shift in economic and political
power in the United States and
warned the business community to
help plan for the nation as it would
for its own business operations.

Mr. Healey was joined. by John
R. Cox, president of the Insurance
Co. of North America of CIGNA
Corp., and Alvin Toffler, the au-
thor and educator, who predicted
the breakdown of the world indus-
trial system.

Proper planning, active invest-
ment and industrial development
could help U.S. firms supply the
needs of a rapidly changing eco-
nomic system, the speakers sug-
gested.

Failure to do so could mean "the
entire Western - financial system
will be at risk,"” Mr. Healey said.

Economic policy worldwide is in
total confusion, he said. As a result,
banks are being overly taxed by i
loan and financial service demands
by Eastern and Third World coun-
tries and by troubled industries like
airlines, he said.

' Part of the changes, Mr. Toffler
told the delegates, will come when
the "second-wave," or industrial,
nations begin transforming their
economies to keep. up with a tech-
nological, or "third-wave," system.

The shift, the speakers indicated,
will create new markets and needs

‘There will be a need for
more custom-tailored
products,' Mr.
Toffler predicts.

1

that some insurers and financial
services firms may be hard-pressed
to nleet.

"l believe.we're passing through
the first phase of a global restruc-
turing,” he said. "l believe we're »
witnessing a breakup of the system
-the world industrial system."

The restructuring, Mr. Toffler
explained, includes the transfor-
mation of second-wave industrial
societies that depend upon fossil
fuels, mass distribution, develop-
ment of a mass education system,
mass production and mass commu-
nications to third-wave s6cieties
that will depend more upon the de-
massification of energy, production
and communications systems.

The second-wave industries like
automobile, steel, apparel and tex-
tile manufacturers that currently
are experiencing difficulties .may
never regain their former strength,
Mr. Toffler said. Third-wave in-
dustries like computer manufactur-
ing and economic and agricultural
development of ocean resources
will become the industries with a
future.

"The economy is becoming more
differentiated,” Mr. Toffler told the
delegates. "We need a new eco-
nomic theory. There will be a need
for more custom-tailored prod-
ucts.”

A new economic theory is neces-
sary, Mr. Toffler explained, be-
cause "there's a belief that second-
wave workers will pop up in third-
wave jobs. It isn't realistic. Second-
wave workers are not prepared to
take third-wave jobs."

ANnd while second-wave coun-
tries struggle to meet the challenge
of a new wave of development,
first-wave Islamic, Hispanic and
other Third World societies could
face even more problems, he said.
Some, however, may not fare too
badly, especially since they already
have decentralized governmental,
economic, educational and manu-
facturing systems, he said. m



INTRODUCING THE METAMATRIX SYSTEM.

WE'RE CHANGING THE SHAPE OF HEALTH CARE COVERAGE
TO MEET YOUR NEEDS FOR THE FUTURE.

Today, finding a health care program that effectively satisfies your specific
needs is more important than ever. Unfortunately, it's also more difficult.

But America's number one carrier has again moved ahead wth a responsive,
versatile solution. The Blue Cross and Blue Shield Metamatrix System.

Representing a wide range of problem-solving, money-saving ideas, the
Metamatrix System is a new approach to accommodating each and every business
with effective customized coverage.

To this expanded benefit flexibility, add flexible financing, effective cost
containment programs, paperless claims processing and uniquely trained professional
representatives, and the end result is something that perhaps only the largest, most
experienced carrier can provide. A system where every solution to each problem is the
shape of things to come.

For more information on Americas leader in health care coverage, contact
your local Blue Cross and Blue Shield Plan.
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Just about every Fortune 500 company at one time or another has discussed its captive
insurance program with AIG. After all, AIG has a lot to say. We have a long history of deep involvement
with captive clients. We started long before a lot of other insurance companies entered the field, when
an American International Company's Havana office managed the insurance subsidiary of a major oil.
company over 35 years ago.

We have domestic and international facilities which match up with those of the Fortune 500 and
are unrivalled by other insurers. In fact, we have more people in rriore offices in more countries around
the world than any other American insurer. That means local coordination and service in just about
any country in the world.

We have complete control of our unified operations in over 130 countries. And there's a fully-
staffed captive management operation in Bermuda that's one of the largest employers on the island.

AlIG companies offer a service other insurance companies wouldn't dare offer: We can arrange
for prompt remittance of locally-collected premiums due a captive. AIG can guarantee captives that
cash will be remitted from anywhere in the world within 20 days. Other insurers often take months.

AIlG routinely deals with regulatory insurance bodies the world over. So it's easy for us to keep
a client on the right track when it comes to regulatory compliance.

AIG Risk Management, Inc., an AIG subsidiary specializing in captive services, devises and
implements programs to meet specific client captive needs. AIG Risk Management has complete facilities
for underwriting, accounting, engineering, and claims handling, and can call upon any AIG facility to
implement any captive service necessary, anywhere in the world.

Also, AIG Risk Management can show how to involve captive, F'ease send moreinformation. | want to know
clients in third-party business as reinsurers, whether the needs are  2P°! ©@Ptve Insurance Programs.
for diversification or income.

No wonder the industrial giants of the world have come to Cnmpany
the AIG Companies for help. arinress

Whether you're a corporate captive oran association looking ri,y
into forming a captive, call AIG Risk Management at (212) 770-6824. 7* Fhone
Ot use the coupon. AIG Risk Managerqoeijigg;re!tnc.

Whatever your company's needs, when you talk with AIG, New York. NY 10270
you'll find it an enlightening experience.

ONCE AGAIN
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"The explosive 600% rise

In Hartford Group Life
volume Is no accident.”

An interview with Larry Lance,
SeniorVice President, Group
Department, The Hartford.

Q. How do you account for The Hart-
ford% nearly 600% rise in Group Life
volume over the past decade?

A. It's the result of a major commitment
to Group Life. We've built up a skilled,
experienced sales force and a full range
of flexible and responsive Group prod-
ucts. Our spectacular growth attests to

GROWTH IN GROUP LIFE VOLUME

in bmions

i3
iz

11

10

717278747570 77 787080 81

that. And so. too, does our client reten-
tion rate, which is one ofthe best in the
industry.
Q. What are some examples of flexibil-
ity and responsiveness?
A. For one thing, we created a whcle
series of casi-flow/self-funding arrange-
mems sich as ASO,
stop loss and Frin-
imull premium

plans in resporse
to client Feeds

The Hartford will also write Life, LTD,
Dental and other coverages on a mono-
line basis. In fact, we'll write Life or
LTD on as few as 10 | ives.

Q. Has The Hartford been an innova-
tor in Group Insurance?

A. Yes. One example is our unique
"own occupation” definition of disabil-
ity to age 65/70 for LTD. Another is our
progressive and innovative approach to
rehabilitation. Our contract allows reha-
bilitative employment to continue indef-
initely without the two-year limit that's
usually imposed.

Q. What special services does The
Hartford offer Group accounts?

A. Our field staff and underwriters can
help tailor Group coverages to each
customer's needs. In addition, we've
implemented a computerized claim
handling system and are also develop-
ing a computer system which will auto-
mate pricing, proposals and policy

issuance.

Q. How can employee benefit manag-
ers find out more?

A. By contacting their insurance agent

orbroker. Or they can call /j*
Foster R. Drury, Assistant Vice (4,9/6/075:283)
President and Di rector of Sales>ZEE=/
at (203) 683-8599.

Don't make a decision on Group

insurance products without a quote
from The Hartford.

/ BUSINESS

HOME
AUTO
LIFE

Let us protect your world. THE HARTFORD

The Hartford Insurance Grou p, Hartfc rc, Com-ecticilt Of 11.;
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ASBESTOS INJURY CLAIMS

Occurrence, manifestation or tripletrigger:
Which theory is the best for buyers?

By John Foley
and Richard Merbaum

HILE NoITIMALE decision, overhaw e allogate.c.

made, recent litigation has resulted in three distinct
court-supported theories as to how insurance policies
affecting asbestos claims are to be triggered: manifestation,
exposure and what has been dubbed the triple-trigger theory
in the Keene decision (BI, Oct. 26, 1981).

Now that the U.S. Supreme Court has decided not to
review any of these asbestos decisions, insureds and insurers
in different jurisdictions face the prospect of continuing to
follow conflicting theories of insurer liability.

Therefore, until a viable alternative to the current claims
situation has been created, it is crtical for insureds with
known or potential asbestos and odher long-latent disease
problems to understand how the current theories apply, as
well as the issues involved in their implementation.

We will examine how each of the theories can be applied to
a given hypothetical situation.

According to the manifestation *eory, a claim is assigned
in full to the policy year in which the injury was discovered.
Generally, it is the year when the disease was first diagnosed
or when death occurred.

The "injurious exposure" theory prorates the cost of a
given claim evenly over the number of years during which a
claimant alleged inhalation exposure to asbestos products.
Certain difficulties in the interpretation of how limits would
apply under the exposure theory have been "solved" by the
courts. Some of the solutions are:

 The total liability on any given claim for any insurer on
the risk over the-exposure years cannot exceed the highest
per-occurrence limit offered by that insurer during any one
of its policy years.

« Annual aggregate limits remain fully available, minus
any prior payments under the policy, until the total amount
of claim dollars prorated for any given year has exceeded
that year's annual policy aggregate limit.

» The presumption of the courts is that the excess layers
will respond once any year's aggregate limits have been
exhausted after prorating. Likewise, "prior insurance"
clauses are not expected to cause problems in the application
of the exposure theory.

« If an insured purchased little or no insurance or was
self-insured during any portion of the exposure years, it
would be expected to pick up a pro-rata portion of the
liability, including defense costs.

Under the Keene decision, any point in the "injurious
process" triggers coverage. Therefore, available policy years
include all the years of inhalation exposure or "exposure in
residence"-the period between last inhalation exposure and
first manifestation-and first manifestation: a triple trigger.

Unlike the exposure theory, under the Keene ruling any
claim must be assigned in full to a single policy year.

But, on the other hand, by permitting the insured to choose
the policy year to which to assign each claim, the Keene
decision helps insureds to minimize the chance that claims
will be allocated to periods where they self-insured or
purchased low limits.

Coverage is subject only to two restrictions: no "other
insurance" clauses and no "stacking" of policy limits.

We have chosen a realistic, though fictitious, example to-
illustrate how the different theories of insurer liability apply.
Asbestos Inc. began producing asbestos products in 1955.

The combination of insured limits and self-insured
retentions/deductibles follows a pattern familiar to many
insureds (see table, page 24).

75

chchchch

(Triple Tngger)

Pi.mal

IM=

1970 2075 o

Man,lest/,on Allocclion Lo

erionir

E'cosure Allieakon Limi

During the earlier years, Asbestos Inc. purchased readily
available first-dollar coverage. Undoubtedly because of little
or no expected inflation, a perceived slight risk and, perhaps,
lack of higher available limits in the marketplace, Asbestos
Inc. carried limits of only $2 million per occurrence/$2
million aggregate during the first five years. No more than
$15 million was carried between 1956 and 1971.

In 1971, Asbestos Inc. began to increase its upper limits
rapidly. These rose from $25 million in 1971 to $100 million
by 1978.

Concurrently, however, Asbestos Inc.'s insurers began to
see the trickle of asbestos claims, as well as public and
medical concern, begin to build. Its primary and excess
insurers forced Asbestos Inc. to assume increasingly large
deductibles. Between 1973 and 1981, Asbestos Inc.'s aggregate
asbestos products liability deductible rose from $1 million to
$20 million aggregate,-and the per-occurrence deductible
increased to $2 million, beginning in 1974.

On the assumption that claimants average 20 years of
exposure to Asbestos Inc.'s products, uniformly distributed
over the period 1956 to 1975, the accompanying charts depict
how the claims would be allocated on both exposure and
manifestation bases. A possible Keene allocation is also
displayed. During that time Asbestos Inc. purchased primary
insurance programs from three insurers, A, B and C.

Between 1976 and 1980, 10,000 claimants named Asbestos
Inc. in more than 2,000 suits filed around the country. Since
Asbestos Inc. is only one of 10 to 25 co-defendants named in
any one of these suits, we estimate that, on the average, its
per-claim share of the suits filed in those years will be $7,500.
Total ultimate expected cost is $75 million.

This situation illustrates the general point that, for any
given asbestos insured, mounting claim dollar problems have
been generated for the most part by the large frequency of
claims rather than by a limited number of severe claims. Just
the reverse may be true for other third-party disease
problems, both for defense as well as indemnity costs.

By showing the claims allocation over the 1956 to 1980
insurance limits, it is easy to see that available coverage for
claims to date is significantly more advantageous to Asbestos
Inc. under the exposure theory than under manifestation.
Coverage is correspondingly superior under Keene as long as
the insured can allocate claims effectively to the middle
exposure years.

The table shows how allocations under the three theories
would apply under the simplifying assumption that, for all
claims reported between 1976 and 1980, the dollar
distribution of plaintiffs' exposures was uniformly distributed
over the 20-year period, 1956 to 1975. Additionally, it has
been assumed that 1,000 claimants were diagnosed in 1976,
1,500 in 1977 and 2,500 in each of the years, 1978 to 1980.

Finally, although $7,500 per claim represents an overall
average, we assume that the average also holds in each of the
manifestation years and that no single claim will approach
the applicable per-occurrence limits in any one year.

In reality, it is possible that claims based upon exposures
dating from the 1940s might penetrate a small insured's
primary per-occurrence limit in the early years. But unless
limits remained low over a long period of time, it is unlikely
to have significant impact because of the 20- to 30-year period
over which any claim is normally prorated. For example, a $1
million claim covering a 30-year exposure period would
amount to a $33,333-per-year exposure allocation.

The assignment of claims under Keene is not fixed by
formula but under the insured's control, and would normally
be a function of his preference among insurers, as well as the

Continued on nezt page
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Risk managers' bright ideas
plug iINto management decisions

By Elliot E. Cohen

RISK,

identification of risk, evaluation of

MANAGERS know the hasics of

e risk-management process:

exposures and determination of the best
methods of handling risk. Risk managers
can also add what they know to the
decision-making process. They can speak
up and make contributions in many
instances.

If the subject is new construction, major
alterations or other involvement with
contractors, the risk manager- can speak
authoritatively about hold-harmless
agreements, owner-controlled insurance
programs and risk transfer to the general
contractor and subcontractors.

His input will enable the decision maker
to understand insurance costs and what
can be done to reduce the expense through
the application of risk-management
techniques. Consultation with architects
and.engineers before the start of
construction can develop effective

loss-control devices that will eliminate or

minimize problems that may arise in the

Elliot E. Cohen is risk manager at Fishel
Brothers in New York.

future.

Owned property leased in whole or in
part to others involves lease agreements
prepared by attorneys. The risk manager
can assist with indemnification clauses,
tenants' liability insurance to include
ihterest-of-owner, waiver-of-subrogation,
escalation provisions and rent-abatement
conditions.

Every business at some time will lease
equipment. It may be automabiles, data
processing equipment, typewriters or
aircraft. When the risk manager is
involved early, he can present
money-saving ideas.

For example, on automobiles, who
should ¢4y liability insurance? To what
limits? Where will cars be garaged? Is
collision coverage necessary? Should there
be driver restrictions?

The risk manager may not know
whether a new product will succeed. He
can, however, alert the decision maker to a
danger in the product. He can warn
against exaggerated advertisements. He
can suggest quality-control procedures
that will help during defense, should a
product liability suit arise. He may even
try to dissuade management from

introducing the product at all.

It is unlikely that a decision maker
would think about protecting his
investment in a young superstar,
considering possible disability, kidnapping
or death. A risk manager, if.made aware,
would consider the possibilities and
suggest methods by which the company
could protect its investment,

Top management, in many instances,
looks on the risk manager as an insurance
buyer. They are aware of his presence
when it's time to formulate the budget or
when there is a sizable loss. Very often,
though, the chief executive officer has few
or no dealings with the risk manager.

For example, a middle manager
arranged to lease a portion of the
company's basement garage to an auto
rental company, provided two gasoline
pumps were installed. The risk manager
learned of the deal when the fire
insurance rate on the entire building was
increased, almost wiping out the gross
rental income. The installation met
building code requirements, but was
non-standard for fire-rating purposes.

A risk manager of a large apparel

manufacturer became aware of a

potentially disasterous situation when he
was having coffee with two executives. A
special-order fabric was en route from
Belgium to Hong Kong where the
garments were to be manufactured and
shipped to New York. The anticipated
profit was estimated in excess of $1
million. But, there was no insurance
coverage on the goods. The risk manager
put together a program under tremendous
pressure, at a price double the normal rate.

A company negotiated the takeover of a
competitor. The risk manager was
instructed to check out its insurance
coverage. Through sources available to
him-insurance companies and claims
adjusters, among others-he determined
that there could be a multitude of
incurred-but-not-reported claims. When
management became aware of the
implications, a contingent provision was
added to the agreement to mitigate
potential uninsured claims.

Once top management understands that
the risk manager can make a significant
contribution to the decision-making
process, they will appreciate the
risk-management function and utilize the
risk manager's knowledge and experience
to the advantage of the company. .

Asbestos claims trigger three liability theories

Continued from previous page

availability of limits. In the example that
we have presented, all other things being
equal, Asbestos Inc. would probably seek
to exhaust its early limits with its earliest
reported claims. Likewise, because of
high deductibles, it would seek to avoid
assigning any claims to the latest policy
years.as.long as possible.

However, in assigning claims to any
one year, the insured would probably
seek to preserve a "cushion” between the
expected ultimate value of the claims and
the available limits. This is important
especially in the uncertain legal
environment surrounding asbestos
litigation.

In our example, we have allocated all
claims to insurer B's years under the
assumption that these were relatively
early coverage years, insurer B provides
the best defense expertise and there are
adequate limits to protect Asbestos Inc. in
case of adverse loss development.

In selecting our example, we have
deliberately simplified.the real-world
situation in a number of ways. Under the
exposure theory, actual claims are rarely
uniformly distributed so that each year
would absorb the same overall dollar
allocation. On the other hand, the
exposure distributions should be
statistically identifiable over a period of a

John W. Fole is senior up of the national
services office and Richard Merbaum is
senior consultant in the risk managkment

services department at Marsh & MclLen-
nan Inc. in New York.

yvear.
Furthermore, while it has been
advantageous for our purposes to sharply
separate exposure from manifestation
years, they inevitably overlap in the real
world, although this is not true
necessarily for other latent diseases.
Finally, in many cases the reporting of
claims has occurred over a longer period
of time in the past and will continue to
occur well into the future. Therefore, the

preference by an insured for exposure,

manifestation or Keene will be affected

by actual and anticipated future claims
experience and available insurance.

It is impossible to say in advance which
approach to insurance contract liability is
most favorable to an insured. Each
insured has particular concerns and
relationships with its insurers that
complicate any straightforward choice,
Nor should the example chosen be

regarded as directly applicable to any
actual insured.

For example, while the Keene ruling is
in many respects attractive to insureds, a
number of primary and excess insurers
have been cooperating with their
insureds either in following exposure or
permitting a choice between
manifestation or exposure on an interim
basis. In the process, significant amounts
of cash are released to pay claims and
reimburse insureds without, however,
prejudicing each party's ultimate choice
of which theory to pursue. m

Asbestos claims/limits allocation ($ millions)

Annual

Exposure theory allocation

Primary aggregate Total
policy limits excess original Exposure 1 Gininsured Remaining M.
Year (P.0./aggregate) limits limits allocation loss limits
INSURER A
1956-60 5/.5 1.5 102 18.753 8.75 o
1961-63 .51.5 4.5 15 11.25 o 3.75
1964-65 5/.5 9.5 20 7.5 o 12.5
INSURER B
1966-70 1/1 14 75 18.75 o 56.25
1971-73 1/1 24 25 11.25 o 63.75
1974-75 2/2 48 48 x/s 2 7.5 4 92.5
Deductible per year
1976 215 45 a45*/55 o ALL
Deductible
INSURER C
1977 =2rs as 45 x/55 o AU
Deductible
1978 2/10 90 90x/s 10 o ALL
Deductible
- 1979 2/15 85 85 x/515 o AU
Deductible -
1980 =2/20 sSoO 80Ox/s 20 o AU
Deductible
TOTALS s A= Ts

1 - $3.75MM/Year 2 -B+Cx A

3--3.75x A

Manifestation theory Keene

anifestation Uninsured Remaining

limits

Assignment

allocation of claims

B> === .

37.5

37.5

vIasa 5 a=2l5s

aal . =s s 3sS.7rs

A8 7S 10 S 25

18.7rSs 1SS 8125

18.75 18.75 80 x/51.25

75 53.75 75

4 -No. claims reported: 1,000 (76) 1,500 (77) 2,000/Year (78-80)



Arab Group will overcome
many obstacles: President

Continued from page 3

"because of the unique imbalance
between technological and capital
resources," with the established
community in control of the tech-
nological resources and ARIG in
control of large capital resources.

ARIG was formed for the same
reason U.S. industrials formed cap-
tive insurers: The insurance indus-
try was not providing economical
insurance, in this case to the Middle
East, he said.

Insurers and reinsurers have
been more interested in protecting
their market share than in bringing
effective insurance products to the
Middle East, he contended.

"In the Middle East and devel-
oping countries, insurance and re-
insurance has meant the same
thing as dominance-not effective
risk transfer, not technologically
more precise underwriting, not ef-
fective cash-flow management.”

ARIG could bring these effective
programs to the developing indus-
tries of the Middle East and other
regions, because at the same time
the area developed enormous needs
for risk protection, it also devel-
oped financial resources, he said.

The international reinsurance
market, however, is reacting to
ARIG "in a typical parochial fash-
ion," he complained. "They persist
in setting primary and reinsurance
terms and requiring heavy propor-
tional reinsurance in all but the
worst lines of business. The current
share of non-Middle East suppliers
on Middle East exposures-direct
and reinsurance-is approximately
two-thirds of the total premium."

Mr. Al-Bedah asked the commer-
cial insurance industry to stop try-
ing to retain control over business
in the Middle East, and instead "let
us participate in the worldwide
market rationally."

Admitting that ARIG "has chal-
lenged you with capital,” he added,
"we do not desire, nor do we be-
lieve we can dominate.”

Instead, he said, ARIG will con-
tinue to make its large capacity
available on a "follow-the-lead"
basis of knowledgeable under-
writing. When its management and
technologies are in place and fully
operational, it will operate in all
segments of the international in-
surance and reinsurance market,
where legally permissible, he said.

"But we will place first emphasis
on the demand for insurance and

reinsurance in the Middle East and
developing countries.”

The Middle East and developing
nations are a large enough market
to feed ARIG's growth, he said.

The entire Third World insur-
ance market, including the Middle
East, currently accounts for only
5% of the world gross premium vol-
ume, he admitted, but it could grow
as Japan has grown, he said. In
1965, Japan constituted only 4% of
the total world insurance market
and today it ranks second only to
the United States, with a market
share of almost 12%.

"Could it be that the Third
World nations will mirror this
growth pattern over the next 15
years?" he asked.

"The relative growth in insur-
ance premiums in these countries
vs. their growth in gross national
product indicates that this is poten-
tially the case,” he said.

The demands of industry in the
Middle East are the same as those
in the United States, he said. Busi-
ness is asking, he said:

« Are my coverages packaged in
the most cost-effective way?

« Is proper credit given to the
better-than-average risk?

e Am | overinsured? Should |
have higher deductibles?

e Can better engineering/in-
spection assistance from the insurer

help cut losses and insurance costs?

* Why do insurer profit margins
seem so high?

The primary insurer, meanwhile,
is asking ARIG:

* How can | retain more of the
cash flow for investments?

« Why are rerms dictated by one ]
or two reinsurance markets? 1 INSIDE -

« Why do .einsurers complain
about property losses but demand
quota-share reinsurance of up to
85% of this business and pay such
large ceding ccmmissions?

* Why do my reinsurers tell me
what | must dc, without sharing the
technology to lell me why | have to
do it?

"Our collective challenge in de-
veloping countries is to satisfy
these demands," he said. i
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66 with CAS, you can save some really 6ig dollars,9

says Dr. George E. Mueller,

Chairman and President, System Development Corporation.

- --b. "Your saving starts at better than 30%-

I 1 and keeps climbing! That's when you use

CAS, our Claims Administration System, to process your
own health claims. With 5000 or more employees, CAS
costs at least 30% less than you'd pay an outside firm.
"This immediate savings mounts rapidly
because your CAS cost stays flat for the contract's life.
Despite inflation. Despite soaring administrative costs.
Yoir present staff can probably handle all claims.
Settlement time drops to minutes-while you save
important money.

"Discover Why over 40 major organizations have
swached to CAS"

1 For full information, clip coupon to your letterhead or business 1
1 card and mail to the nearest CAS office. Or call direct. 1

1 To: System Development Corporation (Claims Administration System) 1
1+ 2500 Colorado Avenue, Santa Monica, CA 90406 £2132 820-4111
1« 474 Fulton Avenue, Hempstead, NY 11550 (5 62 83-6761 1
12311 W 22nd Street, Suite 209, Oakbrook, IL 60521 (312) 789-2777 1
1.13001 Eckles Road, Plymouth, MI 48170 (313) 455-8700

1 Please send me details of the CAS technique of automating medical 1
1 and dental claims administration for large organizations. 1
— |
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Uniform product liability law
needed, British insurer says

By JAMES C. LAWSON

PHILADELPHIA-U.S. product
liability insurance rates will go
through the roof unless federal leg-
islators establish a strong, legal
foundation to anchor them, a Brit-
ish insurance company official
says.

"Product liability rates (in the
United States) are about 20 times
what they are in Europe,” Thomas
W. Marriott, legislation manager of
the Norwich Union Insurance
Group of Norwich, England, told
delegates to the World Insurance
Congress. "And rates vary between
seven and 40 times what they are in
Britain.”

Mr. Marriott spoke at a session on
"Competitive Advantage-Dispar-
ate Responsibilities for Product
Safety."”

U.S. product liability rates are
higher than in other nations, Mr.
Marriott said, partly because insur-
ers set rates on a national basis, in-
stead of varying rates by state ac-
cording to each state's tort law.

The highest product liability
judgment ever awarded in En-
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gland, Mr. Maurriott said, was
375,000 pounds (approximately
$660,000), far less than some judg-
ments in the United States.

Mr. Marriott also attributed high
U.S. product liability rates to:

- Higher jury awards that in
turn are due to economic inflation.

- "Social inflation™ that has
prompted the public to be more liti-
gation-minded.

- Lawyers who encourage more
suits and charge high contingency
fees.

"A huge amount of money has
been made by lawyers," said Mr.
Marriott. "The cost of litigation is
enormous because of lawyers' con-
tingency fees."

The inclusion of medical fees in
the awards also attributes to high
rates, Mr. Marriott added.

"There's a great deal of pressure
to pick up medical fees," explained
Mr. Marriott. "You don't have that
pressure in Britain because hospital
costs are picked up by the Social
Security system. In the case of an
accident, medical fees are taken
care of.”

Several bills that propose a na-
tionwide product liability standard
that would supersede state tort laws
have been drafted and await legis-
lative action. The measures would
for the most part beef up manufac-
turers' defenses and, thus, help
keep product liability insurance
rates down.

Draft legislation sponsored by
Sen. Robert W. Kasten, R-Wis.,
would bar product liability suits in-
volving major capital goods 25
years after the product was deli-
vered. It also would make the
plaintiff identify the manufacturer,
would exempt wholesalers from
many product liability suits, would

reduce awards by the extent a
plaintiff was negligent and would
make manufacturers responsible
only for the "useful safe life" of a
product.

Another bill, H.R. 5261, spon-
sored by Rep. John J. LaFalce, D-
N.Y., establishes a statute of limita-
tions for suits, puts the burden of
proof on the plaintiff and provides
that damages be diminished when
workers compensation benefits
have been paid.

A third bill, H.R. 5214, sponsored
by Rep. Norman Shumway, R-
Calif., would bar most product lia-
bility suits from being filed 10
years after the product is first sold,
but would extend that time limit to
15 years in cases where injury is
sustained by prolonged exposure to
a product. It would also limit the
amount of punitive damages a
plaintiff could collect to twice the
amount of actual damages, not ex-
ceeding $1 million.

Meanwhile, the lack of a uniform
product liability law in the United
States also makes it more difficult
for foreign manufacturers to make
products that meet all U.S. products
standards, Mr. Marriott said.

A product that meets the dif-
fering requirements of the states
will often be too highly priced to
sell in other countries, he ex-
plained.

A product that may be adequate
for a Third World market may not
be considered adequate in the
United States or in a European
country, he said. For example, a
contraceptive manufacturer might
find Third World consumers more
interested in obtaining a low-cost
product at a level of safety lower
than what is necessary in industri-
alized countries. 1

Register reinsurers
worldwide: Neave

Continued from page 3

orities internationally to monitor
the security of the reinsurance
chain.”

In pessimistic reinsurance quar-
ters it has been estimated that in a
"severely catastrophic situation”
about 25%6 of the reinsurers on a
given risk could fail to settle their
obligations, Mr. Neave asserted.

"While accepting the possible ac-
curacy of this estimate in the worst
circumstances, | do not share its
broader pessimism," he added.

There are 417 specialist, or pro-
fessional, reinsurers in worldwide
markets, Mr. Neave said, and of
those only 3% have been operating
for more than 100 years. About 2%
of the companies, by his estimates,
have been in existence 75 to 100
years and about 8% are 50 to 75
years old. He said 12% have existed
25 to 50 years and the rest-75%-
are less than 25 years old.

He said 234 of the specialist rein-
surers-about 60%-are capitalized
by direct insurers. Geographically,
he added, Europe and Britain house
the greatest number of reinsurers
with 174. North America accounts
for just less than 80.

He said the stock of just six of the
world's top 20 reinsurers is publicly
quoted and of those six, three are
the "biggest and amongst the 01-

dest-established of all rein-
surers. . . ."

"Apart from one Japanese com-
pany, none of the top 20 are from
outside Europe or the United
States,” he added. "Eleven are
owned by direct insurers and six
are independent or have non-in-
surance ownership. Only one is

government-controlled.”

The other two are operated by
market pools or consortia.

Weak and unstable currencies
and the lack of well-developed cap-
ital markets in Third World na-
tions make it hard to form reinsur-
ance companies in those countries,
according to Mr. Vasquez, who
heads a private reinsurer based in
the Colombian capital.

"Exchange control is very strict
and there are very few countries
that allow reinsurance companies
to invest part of their funds in
overseas markets," Mr. Vasquez
added. "That would be a good solu-
tion for these companies as they
would be able to invest funds in

hard currencies.”

Among other handicaps for
Third World reinsurers, Mr. Vas-
quez explained, are lack of exper-
tise and tax laws that fail to allow
deductions for incurred-but-not-re-
ported loss reserves. However,
some Latin American nations do
allow favorable tax treatment for
loss reserves for earthquakes, he
added.

Mr. Parker, who is a director of
Chubb's international operations,
reported that some reinsurers are
offering to double excess-of-loss
policy limits upon renewal for the

same premium. This leverages the
books of the reinsurer and reduces

cash flow, he noted.

Mr. Parker endorsed Mr. Neave's
suggestion that reinsurers be inter-
nationally registered, but he noted
that "realistically, it's difficult or
impossible to achieve this sort of li-

censing procedure over the near
term.”
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Help hike
deductibles,
insurers told

By BILL DENSMORE

PHILADELPHIA—Insurers will
have more capital to finance world
development and to assume cata-
strophie risks if they work with
risk managers to encourage higher
deductibles and greater self-reten-
tions, the new president of the Risk
& Insurance Management Society
says.

“By reducing the demand for this
capital at the lower, predictable
and supportable levels of risk expo-
sure, more of it will be available for
application to the catastrophic risks
and for constructive investment
pending the need to respond to ca-
tastrophe,” Jim Spivey told partici-
pants in a seminar at the World In-
surance Congress last month.

Mr. Spivey, executive director of
the Insurance & Risk Management
Agency of Charlotte-Mecklenburg
in Charlotte, N.C., spoke at a ses-
sion entitled “Reducing Demand
for Risk Capital—A By-Product of
Risk Management.”

Insurance has an obvious and a
not-so-obvious purpose, according
to Mr. Spivey. The obvious one is to
finance potential catastrophic
losses.
“The second, and at least equally
important purpose, is the accumu-
lation of capital,” he said. “This sec-
ond purpose is obviously a vital
function in supporting the global
economy.”
As insurance buyers hesitate to
carry large deductibles, the insurer
must tie up greater reserves and
incur greater claims expenses to
cover routine instead of cata-
strophic losses, Mr. Spivey sug-
gested. The insurers, in turn, have
often discouraged higher deduct-
ibles by inadequate rating recogni-
tion, he added.
“In both respects, this is unecon-
omic and inefficient application of
the assets of an entire segment of C|RCLE OF PROTECTION
the financial community,” he said.
“It is also unrealisitic because it has
tended to make the insurance Airlines
mechanism less able to respond to | S ¥ 3 b
the needs it should be fulfilling.” i PR Pleasu[e an
Current trends in risk manage- B
ment are encouraging a move to-
ward greater handling of cata-
strophic rather than routine losses
by insurers—a role that they have
traditionally performed best, Mr.
Spivey added.

“Developing countries and de-
veloped countries alike are seeking
to bake a bigger economic pie,” he
said. “They cannot do it without
capital, and, properly recognized
and secured, the capital of the in-
surance industry can serve a tre-
mendous function in bringing
about economic growth essential
for both prosperity and political
stability.”

Two other suggestions for reduc-
ing the amount of money tied up in
small-risk financing and expenses

R ' a Y
were offered at the same session by
H. Felix Kloman, president of the ; :
Risk Planning Group Inc. of 3
Darien, Conn.
Mr. Kloman estimated that bro-
kers, agents or other intermediaries

that are able to “float” premiums UNDERWR[TERS, INC.

paid by policyholders before tend-
ering them to insurers cost buyers
and sellers an estimated $1 billion
annually. New Orleans - 610 Poydras St., 70130
Secondly, Mr. Kloman said, the (504) 524-4131 - Telex: 058-275 - 058-7440
commission system generally is an Atlanta - 10 Corporate Square, 30329 - (404) 321-1660
anachronism which, if eliminated Houston - 7670 Woodway - Suite 220, 77063 - (713) 784-6605
and replaced by a fee-based system, Los Angeles - 3200 Wilshire Bivd., 90010 - (213) 385-8436
would increase the capacity of in- Tulsa - Suite 305 - 5200 S. Yale St., 74135 - (918) 496-0111
surers to handle risk.
He also estimated there is a cur-
rent market exceeding $1.3 billion
for “unbundled” risk management
services that could be offered by in-
surers without assuming any risks.m
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Third World to need other services: Nigerian

By KATHRYN J. McINTYRE

PHILADELPHIA-MoOre risk-
conscious and sophisticated busi-
nesses in Third World countries
soon will start asking their insurers
for risk management and other
support services, a Nigerian rein-
surance company executive pre-
dicts.

Currently, insurers only provide
primary insurance protection in
Third World countries, said Chief
J. O. Irukwu, managing director of
the Nigeria Reinsurance Corp.
"With increased sophistication, in-
surers in the developing markets
will be required to give risk man-
agement and other support and sec-
ondary services to their policyhold-
ers in the handling of risks and in
overall loss prevention measures,"”
he told the World Insurance Con-
gress.

The social, economic and techno-
logical development in Third
World- countries is increasing the
size and changing the character of
risks. "More complex and very
large risks are being introduced re-
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quiring very high technological
knowledge in their handling and
demanding a lot of skill and knowl-
edge on the part of insurers and
other risk handlers," he said.

"Insurance managers in the past
did not require a lot of skill and
general knowledge and could go
through their careers with fairly
basic insurance knowledge," Mr.
Irukwu said. "These changes in
technology, size and nature of risks
available for insurance are bound
to make more demands on insurers
and risk managers in the devel-
oping countries. The insurance
manager of the future in the devel-
oping countries will have to be
more knowledgeable than his pred-
ecessors."”

Other factors are changing the
insurance and risk management
business in Third World countries,
he said, including the effects of in-
dustrialization on society, govern-
ment intervention, changing philo-
sophies of people and courts, new
business attitudes and consumer
protection associations.

As developing countries industri-
alize, the extended family that
cared for relatives' needs wea-
kened and people became more
conscious of the benefits of life in-
surance and pensions, he ex-
plained. Interestingly, he noted,
Africans "do not believe in death
until it occurs"” so life insurance

policies are endowment policies.

The governments of developing
countries are encouraging the de-
velopment of the insurance busi-
ness by requiring workers compen-
sation and employers liability in-
surance over the last 10 years.
Almost every developing country
has introduced compulsory auto in-
surance, Mr. Irukwu said.

Some governments are focusing
on other lines of insuran&, too. Ni-
geria, for example, in 1976 passed
legislation making it compulsory
for all insurance on impons to be
underwritten by insurers regis-
tered in Nigeria.

"This law raised the gross marine
premium income of the market by
almost 500%," he noted.

People have different attitudes
toward insurance and lawsuits
now. "Twenty or 30 years ago, it
was regarded as immoral for a per-
son to claim from an insurance
company for death or bodily in-
juries arising from a motor acci-
dent,” Mr. Irukwu said. The belief
that one should not profit from
misfortune has been replaced by a
new awareness of legal rights, he
explained.

"This change in attitude has in-
creased the demand for all forms of
liability insurance such as prodLet
liability, public liability and differ-
ent types of professional indemnity
policies,” Mr. Irukwu said.

The courts, too, "are now mueh
more generous in the awards they
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Mr. Irukwu addresses a session of the World Insurance Congress.

make in all liability claims,” he
added.

Formerly accepted personal
guarantees and bank guarantees
are no longer acceptable in busi-
ness. Now bonds, fidelity and credit
guarantees are required.

Consumer protection associa-
tions, which demand the best prod-
ucts and services for consumers,
also are springing up in Third
World countries. "This has greatly

increased the scope of product lia-
bility insurance in developing
countries,” Mr. Irukwu explained.
He cautioned that despite all
these factors encouraging the
growth of the insurance industry in
Third World countries, "insurers
will have to become more con-
sumer-oriented and less strictly
profit-oriented to service in a so-
ciety that would be dominated by
consumer protection associations.".

U.S. is not likely to duplicate
China's insurance monopoly

Continued from page 3
also could present problems, espe-
cially since premium dollars be-
come part of the national treasury.
Mr. Silva said his country experi-
enced such problems two decades
ago when premiums were invested
in government securities.
"Premiums are a sacred trust,”
Mr. Silva said.
"What happens if the money is
needed for war? What happens to
the policyholders?" he asked.

In 1962, Sri Lanka, then called
Ceylon, tried to nationalize its in-
surance industry but economic
pressures forced it to relent, Mr.
Silva said.

In China, however, the govern-
ment has no intention of welcom-
ing competition from private do-
mestic insurers.

PICC, formed in 1949, began
marketing property, life, travel,
livestock and accident insurance as
well as establishing an interna-
tional business.

However, it suspended domestic
operations in 1959 in the wake of
China's internal upheaval, the Cul-

tural Revolution.

Domestic operations were re-
sumed in 1979 and since have be-
come a major part of the company's
growth, Mr. Guohua, the com-
pany's deputy general manager,
told the delegates through an inter-
preter.

PICC's $300 million in domestic
premiums represents a new strong
insurance marketing effort, he
said. In addition, last year the com-
pany generated about $144 million
from its international insurance op-
erations and $220 million from its
reinsurance operations.

While some insurance experts
debate whether PICC's premium
revenues are kept separate from
other Chinese government funds,
he contends the PICC is an inde-
pendent economic entity that relies
on its accumulated financial
strength instead of a re-allotment
of funds from the Chinese govern-

ment.

"It is provided in China that the
insurance fund be utilized for no
other purpose than compensating
financial losses arising from cala-
mities and accidents as to safeguard
the interest of the insureds who, in
the event of a casualty, will receive
early compenation,” Mr. Guohua
explained.

He said the Chinese govern-
ment is developing the insurance
company to:

- Centralize the nation's insur-
ance system.

« Organize a financial compen-
sation system.

» Minimize losses resulting from
accidents, thereby improving the
Chinese people's social welfare.

- Accumulate funds for the
country.

= Support the country's mod-
ernization drive.

In the United States, however,
federal and state governments
have little involvement in the in-
surance industry now nor plan ad-
ditional involvement in the future,
Mr. Froehlke told the congress del-
egates.

"We have plenty of available

supply from the private sector and
I don't see where there's much de-

mand for an additional insurance
supplier.”

The public sector, Mr. Froehlke
said, should only be an insurance
supplier when:

- A segment of the population,
such as Medicaid and Medicare re-
cipients, is unable to afford insur-

ance coverage.

* There's an undercapacity of
coverage such as in the area of nu-
clear insurance.

- States establish insurance

funds for workers compensation
coverage.

The public sector shouldn't sup-
ply insurance, Mr. Froehlke ex-
plained, because "it's not fair for
the state regulator of: insurance to
sell insurance. The state tends not
to underwrite and the (existing) in-
surance funds tend to be subsi-
dized.”
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Insurance alternatives changing market: Saul

By BILL DENSMORE

PHILADELPHIA-Large com-
mercial buyers, employing a vari-
ety of risk management techniques,
are becoming insulated from insur-
ance price increases and are funda-
mentally affecting the market-
place, says the chairman of newly
formed CIGNA Corp.

"It is estimated that by 1984, the
total commercial marketplace will
be 40% greater than premiums
(written by traditional insurers)
would indicate,” Ralph S. Saul,
chairman of the nation's second-
largest publicly held property/cas-
ualty insurer, told more than 600 at
the World Insurance Congress. The
lost premiums, he said, will be
made up of premiums paid to cap-
tive insurers and loss reserves.

With commercial buyers turning
to captives and self-retention, Mr.
Saul said, the remaining markets
are subject to intensified price com-
petition. This will prolong the cur-
rent industry cycle, he said.

Mr. Saul delivered a keynote ad-
dress at the congress on "A World
in Transition-New Patterns of
Risk and Uncertainty." Sharing the
podium with him was banker
Ahmed Abdul-Latif, deputy gover-
nor of the Saudi Arabian Monetary
Agency in Riyadh, Saudi Arabia.

Mr. Saul described a marketplace
where insurers increasingly will
provide risk management services
on a fee basis rather than accept
risks themselves for an uncertain
reward. And, Mr. Saul said, brokers
will be caught up in this trend to-
ward fee-based services, pitting
brokers and insurers against one
another at times.

AF a different congress session,
the head of the nation's third-larg-
est property/casualty insurer rein-
forced his competitor's comments
of a day earlier.

The trend towaurd risk retention
is one of the "most significant
events" since the development of
insurance, declared Edward H.
Budd, chairman and chief execu-
tive officer of The Travelers Corp.

"It is not only real, it is perma-
nent,” added Mr. Budd, and it will
provide "a host of new opportuni-
ties with regard to services."”

In traditional markets, "the dis-
cipline to raise prices has not reap-
peared” and insurer earnings will
suffer as stronger companies fight
for market share in a war that will
keep prices stable, he said.

"The Darwinian process of busi-
ness survival will function,” Mr.
Budd concluded. "Companies will
fail and customers and their bro-
kers will have to worry about the
security of their market."

In Mr. Budd's view, insurers that
survive will have to focus their un-
derwriting expertise on the "true
risks" that can't be handled by re-
tention. He cited as examples nu-
clear power, space development,
robotics in manufacturing, com-
puters and information processing.

In his speech, Mr. Saul said banks
already have learned they have to
advise their depositors how to
make their money work, not just
accept money for storage. As a re-
sult, banks are becoming money
brokers instead of money holders.

In effect, he added, so are insur-
ers

A variety of technological or ser-
vice advances like automatic tell-
ers, discount stock brokerages and
two-way cable television systems
are forging electronic links among
banks, brokers and insurers in a
process of covergence that “could
change totally the way financial
services are delivered to individu-
als,"” he said. For instance, "there
appears to be little need for direct
selling of personal lines.”

As investment bankers followed
their clients overseas, so, too, will

insurers in the years ahead, he pre-

dicted. But just as corporate trea-
surers have not eliminated bank-
ers, risk managers will not elimi-
nate insurers, he concluded.

In his talk, Mr. Abdul-Latif said
the volazility of financial markets
is a worldwide phenomenon that
sends the international investor in
search of 'safe havens" for his cap-
ital. Like a risk manager, the in-
vestor must balance and diversify
his portfolio to reduce risk.

Mr. Abdul-Latif's prescriptions
for avoid.ng international invest-
ment risk include seeking:

* "Freedom from" expropria-
tion, sequestration or freezing of
assets.

 "Freedom from" foreign ex-
change controls.

= "Freedom from' unfair taxa-
tion.

- "Freedom from" breaches of
confidentiality.

* "Freedom to" buy and sell dif-
ferent investment instruments, in-
cluding currencies, at all times.

"The investor must consider the
effect of the size of his investment
in relation to the financial markets

and also its effects on the social
sensibilities of the host countries,"”
he said. "Certain sectors like real
estak, media or defense-related
stocks can be especially sensitive."
In the United States, some ob-
servers have questioned whether
foreign investors should be permit-

ted to acquire prime farmland or
commercial real estate.

Mr. Abdul-Latif said it is a mis-
take to believe that investments in
the ITrited States by the Organiza-
tion of Petroleum Exporting Coun-
tries could be manipulated to "cre-

ate havoc in the U.S. foreign ex-
change and security markets at
will.

"Those who propagate that fal-
lacy tend to forget that as soon as
an investment, whether OPEC or
non-OPEC, crosses its domestic
border, it surrenders its so-
vereignty and its destiny to the host
country,” said Mr. Abdul-Latif.
"There is no power that can influ-
ence its direction or help repatriate
it at will except with the consent

and blessing of the host govern-
ment.”
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Exchange of Americas to open
with $100 million capacity: Teale

International insurance and rein-
surance buyers will find an inno-
vative market with a $100 million
minimum underwriting capacity
when the Insurance Exchange of
the Americas opens in October, ex-
change President Alan Teale says.

"It looks as if we should achieve
our $50 million capitalization goal,”
he says, adding this would give ex-
change syndicates, now numbering
36, an underwriting capacity of at
least $100 million.

“I'm terribly conservative,” Mr.
Teale said at a seminar sponsored
by International Risk Management
Institute of Dallas April 30. "Our
syndicates probably will write busi-
ness at a 3-1 or 4-1 underwriting to
capital surplus ratio.”

He estimates about 35% to 40% of
the exchange's business will come
from the Caribbean or South
America.

In describing the exchange's
plans, Mr. Teale stressed its possibi-
lities, flexibility and innovation.

"Unlike other parts of the world,
we are fortunate in having great
flexibility,” he said of Florida.

The 1979 state legislation that
permitted the creation of the ex-
change allows syndicates to write
business in all lines except those re-
stricted to admitted insurers, Mr.
Teale explained.

"The product each syndicate sells
is between it and the brokers," he
said. "This allows for innovation
and inventiveness."”

Eleven of the enlisting syndi-
cates are forming a "syndicate
agency" that will oversee adminis-
tration and loosely bind them to-
gether, but leave them free to un-
derwrite, he says.

"We're recommending others go
under such agencies because they
reduce administrative costs, share
the risk and allow syndicates to get
reinsurance more effectively."

There are now 76 syndicate ap-
plications outstanding, Mr. Teale
said, adding that 197 applications
are outstanding for broker mem-
bership. Of these, 23 firm. applica»
tions have been received.

Florida's insurance laws now
allow out-of-state brokers to partic-
ipate in the exchange by entering
into a joint venture or partnership
with existing Florida insurance
agents, Mr. Teale said. Florida

markets

agents can now become brokers,
severing direct ties to insurers.

"The freedom this brings for in-
novation will be beneficial,"” he
says. "Quite a number of offshore
brokers are coming in, bringing ex-
pertise that will bolster that of in-
digenous brokers."

Malpractice insurer

The Indiana State Medical Assn.
and three medical malpractice in-
surers in neighboring states are
forming a stock property/casualty
insurer to write medical malprac-
tice coverage in Indiana.

It also will provide liability cov-
erage for office premises, home-
owners and automobile liability in-
surance for an estimated 8,000
medical association members.

The company will be a joint ven-
ture by Physicians Insurance Co. of
Ohio, Physicians Insurance Co. of
Michigan and Kentucky Medical
Insurance Co. Total capitalization
will be $3 million, with the Ohio
and Michigan insurers each pur-
chasing $1.45 million in stock and
the Kentucky company buying
$100,000.

Joseph K. Gilmore, president of
Physicians Insurance Co. of Ohio,
cites the opportunity for physicians
to be actively involved in the set-
tlement of malpractice claims as
the "most important” reason for
forming such a company.

While stressing that doctors do
not want to take over the claims
settlement function completely,
Mr. Gilmore says most physicians
feel they can better determine
whether malpractice exists than
claims personnel for commercial
insurance companies.

Participating Indiana doctors
will have the option to purchase
the $3 million in stock owned by
the three insurers, giving them
ownership of the company.

Reinsurance

San Francisco Reinsurance Co. is

providing reinsurance coverage for
Latin American insurance com-

panies through its new Coral

Gables, Fla., branch office.

A recently formed subsidiary of
Fireman's Fund Insurance Cos.,
San Francisco Re provides Latin
American markets with treaty and
facultative property/casualty rein-
surance.

The manager of the new office is
Steven L. Redlich, an assistant vp,

who most recently was a vp of
ARMCO Financial Services for

Latin America. The new office is
located in the Douglas Centre
Building, Suite 307,2600 Douglas
Road, Coral Gables, Fla. 33134; 305-
446-7018.

Claims consulting

Tillinghast, Nelson & Warren
Inc., international managerial and
actuarial consultants to the insur-
ance industry, has formed a claims
management consulting division
with locations in Boston and Hart-
ford, Conn.

Services provided include con-
sultation on casualty and health
claim operations, case handling, re-
serving practices, expense control,

group health claims and medical
cost control.

Binding authority

Chicago-based insurance bro-
kerage Geo. F. Brown & Sons Inc.
now has binding authority with
Zurich American Insurance Co. of
lllinois on a broad range of primary
casualty, property and special mul-
tiperil coverages.

The first wholesale brokerage to
be chosen for such a relationship
with Zurich American, Brown can
provide immediate quotations and
coverage for product liability, spe-
cial events, contractors equipment,
difference in conditions and all-
risk property, including flood and
earthquake.

Acquisitions

Kirke-VVan Orsdel Insurance
Services Inc., based in Des Moines,
lowa, has acquired WitmerKauff-
man-Evans Inc., another Des
Moines insurance brokerage. *

Harvey Bardell promoted at Esquire

Harvey Bardell has been pro-
moted to director of risk manage-
ment and employee benefits at Es-
quire Inc. in New York, a new posi-
tion. Mr. Bardell was formerly risk
manager. He now is responsible for
all insurance and self-insurance for
the corporation, including safety
management for Esquire's manu-
facturing companies and a fleet of
more than 200 vehicles. In addition,
he is in charge of the personnel de-
partment. Before joining the firm
in 1974 as assistant insurance man-
ager, Mr. Bardell held insurance,
accounting, underwriting and
claims positions with the New Jer-
sey Fair Plan in Newark, N.J., and
Hanover Insurance Co. in New
York. He received a bachelor of
arts degree from Rutgers Univer-
sity in New Brunswick, N.J., and
has earned an Associate in Risk
Management designation. He is also
a licensed broker in New York
state and a deputy member of the
Risk & Insurance Management So-
ciety. Mr. Bardell reports to Robert
W. Shields, vp and treasurer.

James Kroviak, 32, has been
named director of risk manage-
ment for Dillingham Corp. He is
based in the company's Walnut

comings & goings: buyers

Creek, Callif., office. Mr. Kroviak
will be responsible for the com-
pany's insurance and self-insur-
ance activities, as well as captive
management. He previously served
as director of insurance at Sun-
beam Corp. in Oakbrook, lIll., a po-
sition that was phased out as a re-
sult of Sunbeam's merger with Al-
legheny International. Mr. Kroviak
was also director of insurance at
Greyhound Corp. in Phoenix, Ariz.
He received a bachelor of science
degree in business, insurance and
risk management from Ohio State
University in Columbus and a mas-
ter of business administration de-
gree in finance from Arizona State
University in Tempe. He is also a
Chartered Property & Casualty
Underwriter. Mr. Kroviak replaces
Ray Stevens, now with Frank B.
Hall. & Co. Inc., and reports to the
company treasurer.

Crown Zellerbach Foundation in
San Francisco has appointed Gary
D. Goerz, 39, risk control and in-
surance manager. He is responsible
for property protection and secu-

rity for the firm, as well as insur-
ance, self-insurance and captive
management. He was previously
risk and insurance manager for
Fairchild Camera & Instrument
Corp. in Mountainview, Calif. Mr.
Goerz was also assistant insurance
manager with Guy F. Atkinson Co.
in San Francisco. He received a
bachelor of science degree fronn
San Jose State University, a master
of business administration from the
University of Southern California
and a juris doctor degree from
Golden Gate University in San
Francisco. Mr. Goerz is also a Char-
tered Property & Casualty Un-
derwriter and a member of the Cal-
ifornia Bar. He replaces Martin
Seaney, who will retire July 1, and
reports to Mike McCafferty, acting

treasurer.
We'd like to report on staff changes in
your risk management or employee

benefits department. Just drop a note
to Sallie DruTy, Editorial Assistant,

Business Insurance, 740 N. Rush St.,

Chicago, Ill. 60611, or call 312-649-
5398.



PBGC is assuming liabilities
of more private pension plans

By JERRY GEISEL

WASHINGTON-The Pension
Benefit Guaranty Corp. is taking
over more private pension plans.

During the fidcal 1981. the PBGC
became the trustee for another 145
pension plans with 16,200 partici-
pants.

Those takeovers mean the PBGC
is now the trustee for 659 pension
plans with 71,200 participants, ac-
cording to the federal agency's lat-
est annual report.

These PBGC takeovers are man-
dated by federal law. Under the
Employee Retirement Income Se-
curity Act of 1974, the PBGC be-
comes a pension plan's trustee if
the plan terminates with insuffi-
cient assets to pay promised bene-
fits.

Pension plan terminations have
risen as more companies close their

doors during the current economic
downturn.

And more terminations are ex-
pected. During fiscal 1981, the
PBGC received 4,949 notices of in-
tended pension plan terminations
from employers, an increase from
the 3,933 termination notices it re-
ceived in fiscal 1980.

Not all those terminations,
though, will result in PBGC take-
overs. The federal pension agency
does not take over terminated
plans that have enough assets to
pay vested benefits.

But with the number of under-
funded pension terminations in-
creasing, the PBGC will find itself
short of funds in a few years to pay
for the benefits of participants in

washington

plans for which the agency is
trustee.

For example, last year the
PBGC's deficit swelled to $190 mil-
lion, an increase of $87 million
from fiscal 1980. The PBGC now
has $526 million in assets, but it is
liable to pay $715 million in bene-
fits to plan participants.

To reduce that deficit and assure
that plan participants get their
promised benefits, the PBGC this
month will ask Congress to in-
crease annual termination insur-
ante premiums to $6 per plan par-
ticipant from $2.60.

Hearings on the increase are set
for May 10 by the Senate Labor
subcommittee. The hearing is ex-
pected to begin at 9:30 a.m. in Room
4232 of the Dirksen Senate Office

Building in Washington.

Truck inspections

More than 140 investigators from
the Bureau of Motor Carrier Safety
will be fanning the- nation's busiest
highways this week to conduct a
massive safety inspection of thou-
sands of commercial trucks.

Around-the-clock inspections
will take place in 25 locations in 15
states where truck traffic is heavy.
States in which inspections will be
made are Arkansas, Arizona, Cali-
fornia, Idaho, lllinois, Louisiana,
Massachusetts, Missouri, New Jer-
sey, New York, Pennsylvania, Vir-
ginia, Washington, Wisconsin and

Wyoming.

Commercial trucks that are
found to be unsafe or operated by
unqualified drixers will be pulled
out of service until the violations
are corrected.

Tort reform

The Reagan administration
wants to apply a cost/benefit analy-
sis to federal product liability legis-
lation.

The administration says that be-
fore it will take a-position on
whether to endorse a uniform fed-
eral product liability law, it wants
to know what economic savings
would result from its enactment.

Some experts are skeptical
whether the advantages of federal
product liability legislation can be
expressed in dollars, and cents.

"How do You put an economic
price tag on restoring balance to the
legal system?" one insurance indus-
try lobbyist asked.

It is unclear at this time what the
administration will do if supporters
of federal product liability can-
not compute a cost/benefit analy-
sis.

To date, the administration has
refused to support federal product
liability legislation, like a proposal
by Sen. Robert Kasten, R-Wis. The
administration has argued that a
federal product liability law would
run counter to its goal of turning
over more power to the states. «

WHY ITS GOOD BUSINESS TO HA/E RANGER'S
SPECIALIZED PROTECTION

Ourkind of

specialization means a
more knowledgeable

handling ofour customers’
InNsurance needs.

The dictionary says that to specialize is"to concentrate one's *
efforts in a special activity or field..." That's just what we
have been doing for many years - providing' specialized

products and services to our customers on the best possible
basis at all times.

** RANGER
.. INSURANCE COMPANY

ASubsidiary of

Anderson Clayton
Atlanta « 404-457-7211 (RO. Box 105028) 30348
Denver « 303-779-8383 (RO. Box 3195) 80111
Houston » 713-622-6500 (RO. Box 2807) 77001
Kansas City » 913-649-5500 (RO. Box 8656) 64114

THE SPECIALISTS

When you're good at helping brokers land excess business

v

In just eight years, Baccala & Shoop,has

portan

source of excess and special-risks coverages.

We did it by providing brokers with the

kind of products and follow-up service their

clients seek. Because we concentrate sole W
on excess casualty and property lines. our

nationwt

knowledge and understanding of the market
e is without peer. It's a position we carved out
by staffing our offices with topnotch specialists
who know that flexibility and competitive pric-
ing mean business. For you. And for us.
No wonder we're known by brokers across
the U.S. And perhaps, millions of miles beyond.

...the word gets around.

Baccala & Shoop

The crack troop In underwriting management

Head Olll€o: 4400 MacArthur BKj., Suite 900. Newport Beach.
CA 92660, Telephone: 17141851-2374

Atlantas Chicago » Columbus. OH « Dallas « Houston « Los Angeles
Minneapolis « New brke Philadelphia « San Francisco « Seattle
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An Analytical Ap

Uoyd's launches probe
of Qantas policy renewal

By STACY SHAPIRO

Lonpon-tieyd's TR AL O 1M

investigating the recent renewal of
Qantas Airways' aviation insur-
ance, and the airline's broker,
Alexander Howden Group Ltd., is
none too happy about it (BI, April
26).

"I have never heard of anything
so stupid,” Howden Chairman Ken
Grob said he told Lloyd's Deputy
Chairman Tim Brennan, who is
heading the investigation.

"It has nothing to do with the
Committee (of Lloyd's),"” he said.

Mr. Grob says he will seek dam-
ages if the inquiry hurts Howden's
business and has contacted How-
den's lawyers.

"The American lawyers are also

proachto

Risk Management"

The State-of-the-Art in Managing the Risk and Uncertainty of
Insurance and Safety Decisions, and the Protection of Corporate Assets
presented by Dr. Kenneth R. Oppenheimer

Predicting losses and identifying exposures. Selecting the
retention level. Evaluating loss prevention programs.

Every dayyou are faced with difficult judgments concerning
these and other vital issues. Yet all too often, you may have had to rely
on your intuition alone or simple rules of thumb to make suc, critical
decisions. No longeL

Now there is a powerfully effective, disciplined approach to help
you manage the uncertainty inherent in all risk management decisions.
Based on Decision and Risk Analysis concepts and techniques that
have been developed, tested, and applied in numerous industries over
the past 20 years, it will answer your need for a systematic approach to
arriving at and justifying recommendations.

This intensive one-day briefing will help you overall in communi-
cating effectivelyabout uncertaintyand risk. More specifically, you will
learn how to:

« describe loss exposures using the language of probability

« make explicit your company's attitude toward risk-

* improve your ability to forecast losses

e ensure the right questions are asked in identifying exposures

* quantifyyour company's risk tolerance

* manage your portfolio of risks with a coherent and systematic
set of principles

= and much more

Most important, you will break down the barriers that nave
isolated the risk management function because the concepts you will
learn here apply to all areas of corporate management, not to risk
management alone.

The "Analytical Approach to Risk Management" provdes the
language, philosophy, and methodology that will enable you to partici-
pate effectively in corporate decisions reaching far beyond tte tradi-
tional boundaries of insurance purchasing and loss control.

Your judgment plays the critical role. So mal<e your first decision
toward better decision-making and call for a brochure detaillig the
program agenda and registration. Don't delay-attendance is limited to

35 executives in each session.

For more information, call Beth Levine
Business Insurance

220 East 42 Street, New York, NY 10017
(212) 210-0229

About the Speaker

Dr. Kenneth R. Oppenheimer, President of
Decision and Risk Analysis, Inc., of Palo Alto,
California. specializes in executive education
and the application of decision and risk
analysis to corporate decisions in the insur-
ance, fire protection. banking, wood and
paper products, data processing, cattle
feeding, and oil and gas drilling industries.
Prior to founding Decision and Risk Analysis,
Inc., he spent five years with the Decision
Analysis Group at S.R.I. International (formerly
Stanford Research Institute). His academic
background includes a B.S. in mathematics
from Tufts University, and a M.S. and Ph.D. in
Enineering-Economic Systems from Stanford
University. While at Stanford, he was a
member of the Decision Analysis Group at
Xerox Corporation.

Seminar Dates
May 17 New York
May 19

May 24

St. Regis-Sheraton
Chicago The Ritz Carlton

San Francisco The Fairmont

lune 14
lune 16

lune 21

New York St. Regis-Sheraton

Chicago The Ritz Carlton

San Francisco The Fairmont

Agenda

1. Introduction to decision and risk analysis

2. Arisk management decision (case study)

3. Assessing the probabilities of loss

4. Assessing the corporate attitude toward risl<
5. Analyzing risk transfer alternatives (case study)
6.

Analyzing risk control alternatives (case study)

. 7. Conclusion
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being consulted,” said Mr. Grob, re-
ferring to Alexander & Alexander
Services Inc.'s recent acquisition of
Howden.

But under the new Lloyd's of
London self-regulation bill, How-
den could not sue for damages, Mr.
Grob points out. The bill, which
Howden is petitioning against in
the House of Lords, would restrict
members of the Lloyd's community
from suing the Corp. of Lloyd's.

"Right now, | can say that if you
dare damage my company, I'll take
you to court,” says Mr. Grob. "But
what happens if | don't have this
redress?"

The Lloyd's Committee set up a

subcommittee to look into the

Qantas renewal after various "rep-
resentations” came to the commit-

tee's attention, a Lloyd's spokes-
man said.

Aviation underwriters refused to
follow Lloyd's marine underwriter
lan Posgate's lead on the coverage,
which would have cost the airline
$500,000 less than aviation insurers
were willing to quote, confirmed
Mr. Grob.

Orion Insurance Co., which
eventually led the slip, "said it
would only agree to the terms if ev-
eryone got the same premium and
we did not put Posgate on the slip,”
said Mr. Grob.

Mr. Posgate now has 2% of the
policy, although he does not lead it,
Mr Grob say.

"The market ganged up because
Posgate was the leader,” said Mr.
Grob, and this problem was
brought about "by a cartel of avia-
tion insurers," he says.

When Howden, which underbid
Bain Dawes, Qantas'»broker for 20
years, had to settle for the aviation
insurers' terms, it paid the $500,000
difference in policy price out of its
own pocket.

"We pay the difference. There's
nothing unusual about that," said
Mr. Grob, adding that Qantas is
happy about the outcome.

"Qantas is delirious, but they
think the London aviation market
is a cartel and (commits) restraint
of trade," he said.

Mr. Posgate, a member of the
Committee of Lloyd's was not pres-
ent when the committee decided to

launch an investigation into the re-
newal.

British fire losses

Fire losses in Great Britain rose
37% in the first quarter of 1982
compared with last year's corre-
sponding period, the British Insur-
ance Assn. says.

Almost 113.5 million pounds (ap-
proximately $204.3 million) of com-
mercial property went up in smoke
in the first quarter of this year, in-
cluding a pharmaceutical ware-
house in London valued at 3.3 mil-
lion pounds ($5.94 million).

Last year's first-quarter fire
losses totaled 82.9 million pounds
($149.2 million).

"The figures include both in-
sured and uninsured damage, but
do not take into account conse-
quential loss, lost production, lost

orders and exports," the association
EE. 5 W I —

Comp seminar

NEW YORK-The costs and

benefits of workers compensation
insurance is the subject of a May 14
seminar in New York sponsored by
the National Council on Compen-
sation Insurance.

For more information contact
the NCCI Public Affairs Office at
o sSsSe0 - 10266 0
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IHHIiNnois residents sue SCA over landfill

Continued from page 2
states, as well as "substantial dimi-
nution" of property values.

Wilsonville residents realize that
hazardous wastes must be disposed
of somewhere, says plaintiffs' at-
torney Richard Verticchio of Gille-
spie, Ill. "But we don't think it was
handled properly here, and that's
our position.

The residents' concerns, accord-
ing to the complaint, include:

= Migration of toxic wastes from
certain trenches at the disposal site
and the permeability of land under
the site, which exceeds by 10 times
the limit allowed by the lllinois En-
vironmental Protection Agency.

= Contamination-or the threat
of contamination-of some resi-

dents' drinking water and water
used for livestock.

- Potential for "explosive inter-
action” between certain substances
buried in the landfill, resulting in
"explosions, fires and emissions of
poisonous gases. . "

- "Noxious odors"” that emanate
from the site, causing "burning
eyes, running noses, headaches,
Nnausea and shortness of
breath. . . ."

SCA officials say that trench No.
24, which will be the first trench to
be removed in its exhumation
project, is leaking "very low levels"
of industrial solvents into the sur-
rounding ground.

Yet this seepage is confined to
the site's property, an SCA spokes-
man claims, and has not contamin-

ated Wilsonville residents’ drink-

ing water, most of which is brought

Photo: Dave Beatty Studios

This is an aerial view of the Wilsonville, 111., toxic waste site, which local residents say has harmed their health and property.

in from the outside.

The Earthline site was chosen
because it was located over an
abandoned underground coal mine,
the spokesman says, which already
had contaminated the area’'s
groundwater.

SCA attorneys tried to move the
case, which was filed Feb. 2, into
the federal courts, but were re-
buffed by a federal judge who said
it properly belonged in state court.

Mr. Verticchio is pleased with
this decision, not because it might

CAPTIVE
MANAGEMENT

Continental Risk Services offers

complete administrative and
management services to captive
insurance companies based in
Bermuda, Cayman Islands or

Vermont.

For more information, please contact:

David B. Vaughan, President
Continental Risk Services, Ltd.

The Warner Building

Reid & King Streets
RO. Box 824

Hamilton, Bermuda

Phone (809) 295-6015
Telex 3729 CONRI BA

Cable CONRISK

5/ =2<F

—OS A /S —

Continental Risk Services is a subsidiary of

The Continental Corporation

result in a more sympathetic judge,
but because it eliminates his fear
that a fav.orable judgment could be
overturned by later findings that
the case belonged in state court all
along.

For SCA, the Earthline disposal
facility has been a source of contro-
versy almost from the very begin-
ning.

SCA purchased the facility from
James D. Andrews, a former man-
ager of the state EPA's permit divi-
sion, who started the facility
through a company called Earth-
line Corp. Mr. Andrews, according
to Richard Cosby, first assistant at-

torney general for lllinois, sold the
facility to SCA shortly after receiv-
ing an operating permit in late
1976.

Mr. Cosby was heavily involved
in much of the litigation that would
subsequently involve the disposal
site.

The Earthline landfill received
hazardous wastes for disposal from
November 1976 to October 1978.
Wilsonville residents were upset
when they realized the types of
wastes being disposed of in the site
and exerted considerable pressure

to have the site closed, Mr. Cosby
said.

The state attorney general's of-
fice filed a suit in their behalf, and
a 104-day trial that followed ended
with a court order that the site be
closed.

SCA now expects the exhuma-
tion of the entire site to take sev-
eral years. It will take six months
alone for the first trench. SCA wiill
not estimate exhumation costs, but
Mr. Cosby says they will be high.

SCA will have to open each bar-
rel in the trench to determine con-
tents, Mr. Cosby says, and that
alone will drive up the cost.

"It's going to cost a fortune just
for the chemistry,” he says.

Local IRS agents to review captive cases

Continued from page 2

Finally, says the IRS' Washing-
ton headquarters, regional IRS of-
fices have the discretion to decide a
captive tax matter themselves.

". . .(Dt is possible for a point to
be reached at which an insurance
company that is a wholly owned
subsidiary of a policyholder has
enough unrelated policyholders to
achieve economic risk-shifting
through funds provided by a suffi-
cient number of unrelated in-
sureds,” the IRS says. "This is es-
sentially a factual determination to
be made on the basis of all relevant
facts and circumstances.”

The effect of the latest opinion,
contained in a memo from the IRS
to one of its regional directors and
involving the case of an unidenti-
fied corporate taxpayer, is not to
have any standards that might give
companies a safe harbor in which
to anchor their captive programs,
acknowledges John L. Crawford,
chief of the IRS' corporate tax
branch.

“"Normally in a situation like
this, you'll get more requests for
advice and more technical memos
until you kind of stake out an
area," he says.

The National Office Technical
Advice Memorandum (Letter No.
8215066) is dated Nov. 25, 1981, but
under IRS confidentiality rules, it
was not released to the public until
last month. The memo deals with a
real case, but the names of the tax-
payer and its captive are deleted.

Parent Corporation M's wholly
owned Bermuda-based captive,
Corporation N, issued casualty and
property insurance and reinsur-
ance using customary under-
writing standards according to
Bermuda law, says the memo.

In its early years, the captive
wrote exclusively the risks of M
Corp. and M's domestic and foreign
subsidiaries. However, N Corp. has
gradually increased its insurance,
or reinsurance, on risks for third

parties unrelated to M Corp. and its
subsidiaries.

"For the years 1974 and 1975, N
Corp. earned 28% and 51%o, respec-
tively, of its net premium income
from the reinsurance of third-
party risks,"” says the memo writ-
ten by the IRS branch headed by
Mr. Crawford.

"From these facts alone, we are
not prepared to conclude that the
requirements for deductibility of
the premiums paid by M Corp.
were satisfied,” the IRS says.

The service then advises the re-
gional director in the memo that it
is within his discretion to decide
the deductibility issue based upon
whatever other facts are relevant,
such as whether the third-party
risks involve any cross-insurance.

“"The IRS has now succeeded in
confusing the law more than ever,”
says Sidney R. Pine, an attorney
with the New York-based law firm
of Trubin Sillcocks Edelman &
Knapp, whose practice includes
advising many clients on their cap-
tive taxation concerns.

"Apparently, it refuses to face
the issue it created or to establish
intelligent, understandable guide-
lines.”

Mr. Pine made two additional
points:

« The memo shows the IRS now
accepts in principle that a share-
holder can "insure™ with its own
subsidiary insurance company
under some circumstances al-
though those circumstances aren't
vet precisely defined by the
agency.

 The memo, by declining to lay
out a standard, gives courts greater
latitude in appeals by insureds,
passing the buck on the percentage
question to the courts.

A second lawyer who has repre-
sented at least one major group
captive before the IRS says the
memo shows tax authorities were
not prepared to say that a majority
of unrelated risk will always estab-

lish a captive as an "insurer" for
the purpose of deducting premi-
ums.

"There obviously comes a point
somewhere between 02 and 100%b
where the required risk-shifting is
reached,"” says Walter C. CIiff, a
partner with the New York firm of
Cahill, Gordon & Reindel. "And
our cautious friends down in Wash-
ington are not about to get out on
that limb and say where it is.”

A third attorney, this one a law-
yvyer who helped Carnation Corp. in
its unsuccessful appeal of a tax
court order rejecting a deduction
for premiums paid to its captive,
says the latest IRS memo will be
“"marginally helpful” for firms
with captive tax problems.

"One interesting thing about it is
they did not say that 28% was al-
ways bad," says Frederick H. Ro-
binson, a member of the Washing-
ton, D.C., law firm of Miller &
Chevalier.

INn Carnation, the 9th U.S. Cir-
cuit Court of Appeals in San Fran-
cisco agreed with a tax court that
premiums Carnation paid to a tra-
ditional insurer-American Home
Assurance Co.-could not be de-

ducted as business

expenses.
American Home had reinsured
90%b of the risk with the Carnation
captive, Three Flowers Assurance
Co. Ltd.

The landmark IRS statement on
captives until now has been Reve-
nue Ruling 77-316, in which the
IRS postulates three common cap-
tive arrangements and then con-
cludes that in none do the captives
sufficiently spread risk to qualify
as insurance companies under rul-
ings of the U.S. Supreme Court.

In none of those, however, did
the IRS postulate any third-party
risk and so various attorneys and
captive experts have speculated
about what might constitute
enough outside risk to convince
the IRS to regard the captive as an
insurer for tax purposes. |
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Pillsbury cuts comp costs

selecting physicians, an outline for ments on claims
In one case, she found an lllinois compensation costs, but we could

Continued from page 2

plants was pulled together and the managing an employee's disability
corporate insurance philosophy and some easy-to-understand ques- plant that had an astonishing try to control them," he said
was shared with local plant manag- tion and answers about workers number of claims for its size

ers, who were actually handling compensation

the day-to-day claims

By communicating a new get: local plants to understand workers for 25 years or more and were to agree to be guded by their input

dispute that point

quested that the insurer have a

“Our general business philosophy field liaison person on call in Min-
meshed nicely with Pillsbury,” said neapolis, where the company is 10-
Mr Owens of The Travelers "We cated, should Pillsbury need imme-

knew we couldn't evade workers diate help

The Travelers also put together
special account instructions for its
"They (Pillsbury) wanted a flexi- claims staff, informing them of the

It was discovered that 60% of the ble attitude and a cooperative rela- new rules the insurer was playing
And it's now important to the workers had been on the payroll tionship from us, and we were able by with Pillsbury

"It took us 11,4 months to get

tough mentality down to the plant compensation and how an effective likely supplementing their retire- on claims management,” said Mr everything together, but it was a
operations level, Pillsbury was able program can save money The cor- ment income by filing workers Owens

to reduce claims costs in just one porate insurance philosophy was compensation claims

year Claims dropped to $56 mil- revised to make every location
lion in 1981 from $6 million in 1980 "loss responsive '

To accomplish this, Pillsbury in-
stituted an educational program for We act as an insurance company to their knowledge of workers com-

"We found our local manager- be involved with it,”
“Each division pays its own way shad a lack of confidence about said
Some™*f that flexibility The

surprisingly smooth transition,”
"The customer is paying the said Mr Owens, who is personally
losses and they nave every right to in contact with Pillsbury's corpo-

Mr Owens rate insurance department by tele-

phone at least once a week

"Their philosophy that claims be

operations people on the cost sav- the various plants,” said Ms Hib- pensation so we had to educate op- Travelers was able to afford Pills- handled on the local level and paid
erations people on the cost implica- bury is "occasioially doing it their from our local claims' offices is how

ings that could come with an effec- bard

tive workers compensation pro-

gram

The company, which has $4 tions and savings that could come way,"
billion in annual sales and owns with an effective work comp pro-
A 12-page informational Work- Green Giant and 450 Burger King gram,” Ms Hibbard told RIMS lawyer it was working with to con-

ers Compensation Disability Man- restaurants in addition to the Pills- members

agement/Cost-Containment Pro- bury line of products, had very lit-

he said
"For instance, Pillsbury has a being handled best,” he added
On that point, Ms Hibbard told

we see workers compensation

trol claims in that lllinois plant Al- the RIMS conference participants

"If you let your insurer or servic- though the attorney wasn't one that

We now have stringent insurer

gram was given to the safety ad- tle claims management at the local ing company manage your workers The Travelers chose, we plan to case-handling requirements that
compensation cases, you're missing work closely with him in litigating outline settlement authority and

ministrator, personnel manager or level, she said

operations manager who adminis-
tered the workers compensation permanent total disability trends,

program at each plant

It contains pre- and post-loss local management and the insurer is Just one of the file,
control tips, recommendations on and "rampant” lump-sum settle-

Ms Hibbard found "alarming” the boat,” she told the audience
"They tell you they have incen-

claims,

said Mr Owens

mandates communications with

Employers are indeed beginning local and corporate management,

minimal communications between tives, but they don't An employer to demand to get a lot closer to including notice of all hearings and

" she added
The Travelers' would probably adding that Pillsbury also re- placement”
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Circulation
Breakdown>*

Commercial Consumers

Administrative Management
owners presidents
vps etc 6 823
Financial Management
chief financial officers
vps of finance secretaries

treasurers etc 9385

Insurance Management
vps directors managers of
insurance risk, benefits
compensation safety
security etc 5,791
Government, Associations.
Unions, Educational

Institutions 1001

Commercial Consumers

Sub-total 23,000
Insurance Agents

& Brokers 9 741
Insurance Cos 4,735
Financial Institutions 303
Actuaries Attorneys

Adjusters Appraisers

& Consultants 2208
Others allied to the field 776
TOTAL 40,763

‘Source Business/Occupational
breakdown of qualified circulation
Nov 2 1981 issue, as submitted to
8B8PA for December 1981 BPA

Pubhsher s Statement

Actuarial
Assistant

Position has responsibility for the rat-
ing of new benefits, new products, and
unenrolled accounts as well as the col-
lection evaluation, interpretation and
reporting of all statistical data available
to the actuarial services department
The position supervises the collection
of information necessary to formulate
accurate benefit utilization and cost re-
ports The applicant evaluates all
sources of error in data base and rec-
ommends problem solutions to the
manager Applicant also maintains
management contacts to perform spe-
Cial studies and analysts as may be re-

-Risk Management=

- Corporate

Nanona# = Insurance

Placement Company
* Brokerage
MARTY HODES, ARM

(212) 697-3358
Send for free brochure

"Rewarding Careers
in Risk Management”

quested by various departments A(EQIM {-\ RM Division

mote Computer tlme sharing service
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and micro computer are avallable to \-tz--,/ management

the applicant for these and other func

claims management, he conceded, notice of rehabilitation and Job
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BRANCH MANAGER-

PHOENIX

Experienced property/casualty
person to establish branch office
and agency plant for expanding
NeN York City A+ company Po-
sition requires sound commer-
cial underwriting experience and
proven sales record with local
agents Administrative background
and added advantage

Send resume to Ken W Blakeley,
Vice President/Marketing De-
partment, Eagle Star Insurance
Company of America, 111 John

tions The applicant must program the | Career Guides Agency Street, New York, N.Y. 10038

equipment to produce desired data
Analysts of trend using Box-Jenkins
techniques

Knowledge of statistical analysis using
time sharing systems involving storage
and manipulation ofdata Use of statis-
local packages, specifically those
packages related to Box-Jenkins
techniques Knowledge of micro com-
puter programming and documenta-
tion Knowledge of regression and
multi-variate analysis

This position requires a Bachelor of
Science in Statistics or a related quan-
titative field

This exempt position starts at $17,006
(per annum ) Work hours are 8 00 a m
to 4 30 p m daily, 375 hours per week

415 Lex Ave, NYC 10017~

TANT
IRECTOR

INSURANCE

Northwest Industries, Inc. a Fortune "200" United States cor-

City of Peoria, lllinois

RISK MANAGER

Tre City of Peoria, lllinoisisexpanding
the role of Safety Manager to include
the following functions safety, health
care cost containment workers corn-
pensation, unemployment insurance,
municipal insurance, and physical-
medical fitness programs

Responsible for analyzing and im-
plementing methods to reduce risk
th ough commercial insurance self-
insurance and safety programs

Requires BA degree In business, fi-
nance safety or a related field and 3 to
5 iears experience in a risk manage-
ment program In an administrative or
supervisory capacity or equivalency

ieoria isa City of 130,000 located in
a metropolitan area of 375,000 in Cen-
trEl tihnois It isa City Manager form of
gcvernment with 1,000 employees

Salary Range $25 142-$36 400 plus
an excellent employee benefit pro-

gnm

Applications accepted until June 30,
1982 Send resume to City of Peoria,
Employment Manager, 419 Fulton
Street, Peoria, Illinois 61602-1268, Af-

fir-native Action Employer

RISK
MANAGEMENT
OFFICER

Performs administrative and profes-
slonal duties required In the planning,
directingand Implementation of Coun-
ty-wide Safety Self-insurance and
Employee Wellness Programs Mini-
mum Requirements Bachelor's De-
gree m Business Administration, Pub-
lle Administration or related field with
major course work in Risk Manage-
ment Three years of expenence in the
administration and implementation of
a large scale safety program which in-
cluded accident investigatory duties,
required Knowledge of property
casualty and liability insurance cover-
age and Federal/State Safety Regula-
tions required Famillanty with Em-
ployee Wellness Programs desirable
Must possess a valid Colorado dnver's
license

Salary$2,059 permonth Salarywill in-
crease to $2 183 per month follow,ng
the satisfactory completion of a six-
month probationary period Applica-
tion deadline May 24,1982 Apply to
the Adams County Employee Develop-
ment Department, 450 S 4th Avenue,
Brighton. CO 80601 EOE

BROKERAGE OPPORTUNITIES

Leading brokerage firm seeks to add to their production staffs in
2nd quarter They are wanting to "beef-up"in the locations of Chi-
cago, Cleveland, Columbus, Detroit, Green Bay, Indianapolis, Mil-
waukee and Grand Rapids Ideal candidates will have proven rec-
ord in the production of commercial accounts from a minimum of
$100,000 to super jumbo's These account executive positions do
not involve servicing or marketing but direct production Expen-
ence with large direct writers will not be ruled out Compensation
packages will range from lows of $50,000 upward to $100,000 de-
pending, of course, on related and proven experience If you meet
the above qualifications, please contact Trevor Davis in our Chi-
cago office

Ohio Bureau of Employment Services
309 South Fourth Street
Columbus, Ohio 43215

poration, isa management holding company which, through its
8 Operating Companies, manufactures and marketsoil country
tubular goods. consumer soft goods, industrial products, bat-
tenes, and chemical & electrical products, and makes invest-
ments in oil and gas properties We have experienced substan-
tial growth In sales and earnings (1961 sales were in excess of
$3 billion), and project significant future growth

Attention Northern
New Jersey P&C Agents,
Is vour Agency For Sale9 We are INSURANCE LAKE SUCCESS, NY

looking for Commercial Oriented Seeking acct exec with hugh technical
@g%%g)y with mimmum income of skills in comm’l properly & casualty

Involved in both internal & external

We are seeking an Assistant Director-Insurance who will su-
pervise a staff of 3 professionals and have responsibility for
planning, implementing and managing a very substantial
Property and Casualty Insurance program

Cash or Terms P . -
servicing of quality accts combined

with sales activity Min exp of 7-10
years reqd Salary commensurate with
exp Please contact Mr Groves (212)
740-5500 or (516) 488-2800

Interested send details in strictest
confidence to

Box 544, BUSINESS INSURANCE

This highly visible position requires a strong insurance back-
740 Rush Street, Chicago, Ill 60611

ground with a minimum of 5 years experience in all phases of
Property/Casualty Insurance for large corporate risks The
successful candidate will have proven administrative and sup-
erv,sory skills, and a college degree in a related area An MBA
and/or CPCU is highly desirable

This position provides a high degree of challenge and offers an
outstanding compensation and benefits package For consid-
eration, send resume including salary history, in confidence,

GROUPINSURANCE
SUPERVISOR

SOUTHWEST
INSURANCE OPPORTUNITIES %

NATIONAL MKT DIRECTOR
New division of major P/C company seeks top marketing executive to de- 0
velop new product lines for the energy related industries

GROUP BENEFITS CONSULTANT 60K

This Texas corporate giant seeks experienced individual possess-
ing around 5 years of corp benefits background with solid under-
standing of health, A&S, Life, and dental lines Will be responsible
for complete designing and costing of the above plans Some dis-
ability knowledge preferred Salary to $40,000 DOE Contact Jim

. . . I ] Gilbert in Dall
Excellent opportunity In this progressive producer for top individual with I I Personnel Manager Hibert in Dallas
strong benefits background Relocation paid

« All Responses Conhdent,al «

; Northwest IndustAes, '™
For information please call Brad Goldsmith

VVELLS RECRUITING SYSTEMS, INC. 6300 Sears Tower Chicago. lllinois 60606
l _ 312/876 7000 : "
M 5580 LBJ Freeway, Suite 500
Dallas, TX 75240 (214) 980-4900

an equal opportunity employer mal



Hospitals opting out of Social Security

Continued from page 1 warns hospitals that have withdrawal no- officials weren't very concerned- cial problems,.won't be around by
are going to withdraw And it is Despite the disagreement on who tices on file employ about 260,000 at least not publicly-about non- the time they retire
difficult for an employee to find wins or loses when an employer workers profit hospitals trying to leave the - Aggressive marketing by con-
out if his employer has filed an in- does leave the Social Security sys- If all these hospitals actually program sultants, brokers and insurers that
tent-to-withdraw letter The IRS tem, the number of hospitals that withdraw,- Social Security will lose In fact, the Social Security Ad- tell hospitals they can slash payroll
says the information is tax-related want to opt out is growing rapidly at least $400 million in payroll taxes ministration doesn't even know costs by opting out of Social Secu-
and, therefore, confidential This year as many as 63 non- in Just the first year following the how many non-profit hospitals rity and setting up alternative re-
However, the service employees profit hospitals could leave the So- hospitals' withdrawal, according to have actually taken advantage of tirement plans
union has filed suit under the Free- cial Security program And 302 Social Security officials the loophole m the Social Secunty - A fear that Congress may
dom of Information Act to try to non-profit hospitals have notified And that figure would increase Act that allows them to leave the close the loophole that allows non-
obtain the names of hospitals that the federal government that they substantially in the years ahead as system It is believed, however, that profit organizations to withdraw
have filed notification letters intend to leave Social Security in mandated increases in the FICA only 50 to 100 have left so far In fact, Rep J J Pickle, D-Texas,
For employees at hospitals that 1983 A hospital must give a two- tax, which is paid in equal shares The law allows non-profit em- already has Introduced legislation,
withdraw from Social Security, year notice by employers and employees, go ployers, known as 501(c)(3) organi- H R 3204, t'.at would bar
"the probability of getting a (retire- "It has become an epidemic,” into effect zations, to withdraw two years non-profit organizations that had
ment) benefit may be near zero," says Bert Seidman, director of So- after they notify the Internal Reve- not filed withdrawal notices as of
says Sylvester Schieber, research cial Security for the AFL-CIO This threat of a massive loss of nue Service of their intentions March 25, 1981, from opting out of
director of the Employee Benefit "The program is hemorrhaging " revenue comes when Social Secu- Once an employer withdraws, it Social Security
Research Institute "Every actuar- Some 546 non-profit employers, rity is having a tough time meeting cannot return to the program While no action is expected this
ial study conducted has shown that including the 302 hospitals, have its current obligations Social Secu- Social Security officials say there year on .the bill, support for the
pulling out of Social Security is a filed notifications that they intend rity trustees say the program could are several reasons why so many proposal could pick up steam if
bad deal for employees,"” he adds to withdraw from Social Security run out of money next year unless hospitals now want to opt out more hospitals leave and the strain
(see related story) in 1983 changes are made - Concern about the cost of ris- on the system grows -
Some experts predict massive Because of the huge number. of If the system is caught even ing payroll taxes The FICA tax,
protests will erupt once. employees workers employed m the labor-in- shorter by the withdrawals, the now 67%, is to rise to 765% by
understand what benefits they tensive health care industry, Social- payroll tax burden on other em- 1990
have lost "Within 10 years, there Security officials say the with- ployers that cannot, by law, opt out = A loss of confidence in the So-
will be a tremendous outcry once drawal of hospitals poses the grea- the program could increase to cial Security system A high per-
employees find out what hap- test threat to Social Security make up for lost income centage of workers believe that So-
pened,” one Social Security official For example, the 365 non-profit until recently, Social Security cial Security, because of ItS finan-

LOOK FOR

Critics say withdrawal hurts employees

WASHINGTON-Critics of Social Security gardless of how often the employee changes too costly, resulted in Social Security benefit
alternative plans say few employees in the Jobs. increases of 143% in 1980 and 112% last year
high-turnover health care field would ever be But Dale Richmond, vp of human resources Benefits will rise-by another 74% on July 1 to
entitled to a pension, even under a five-year for the Sisters of St Joseph Hospitals in Wich- make up for another year of inflation
vesting schedule ita, Kan., says even if employees don't vest, Robert Kalman, a benefit consultant withr

"Mathematically, Id say one nurse in a 100 they can use their extra take-home pay to fun- William M Mercer Inc m Washington, DC, NATIONAL I
will vest," contends David Schnabel, field ser- nel money into an Individual Retirement Ac- worries that hospitals considering opting out of
vices director for the 40,000-member Federa- count or a money market fund to create an Social Security may not be taking into account 1\ ASSOCIATION /1

tion of Nurses & Health Care Professionals additional source of retirement income all considerations 1 INDEPENDENT #
"You have to compare the promised benefit However, while Social Security benefits are For example, those who advocate pulling out U INSURANCE f
with the probability of getting a benefit,” adds tax-free, money market fund dividends are say that many female employees working for
Sylvester Schieber, research director of the taxed as ordinary income, while income from hospitals that leave Social Security will still *ADJUSTERS,
Employee Benefit Research Institute "They an IRA is taxed once an employee begins to earn a spouse's benefit because their husbands
are not the same thing” make withdrawals will remain covered through their jobs
A 1978 survey by the Bureau of Labor Sta- Critics of retirement plans set up in lieu of But Mr. Kalman notes that the increase in ZIDEDICATED-0 SERVICCir

tistics found that the average health care.in- Social Security also say the plans don't provide single working women decreases the chances
dustry employee had been at the Job Just 27 the same level of protection against inflation as that a woman will be entitled to a spouse's
years at the time of the survey Social Security benefit
"This is a field where a nurse may change For example, some oi the alternative plans In addition, to shore up Social Security's fi-
Jobs and go to another hospital every other offer automatic 4% cost-of-living increases for nancial problems, some members of Congress When You Need
year or so," said Cathy Schoen, special assis- benefits, with additional increases at the dis- recommend an Infusion of funds from general
tant to the president of the Service Employees cretion of a board of directors revenues
International Union "Employees may never None of the plans, though, are known to "In that case, those who opt out still would Clalm and . IOSS
vest " offer automatic benefit increases that match have to pay for the benefits through higher :
By contrast, Social Security's greatest increases in the Consumer Price Index, an- income taxes, but they wouldn't be able to re-
strength is that benefits are portable, its sup- other major strength of Social Security. ceive any of the benefits,” Mr Kalman says
porters note. Benefits continue to accrue This automatic indexing, which has come "Once you're out; you're out You can't get EXPERTISE
throughout an employee's working career re- under attack by some members of Congress as back in,” Mr. Kalman warns

Employers say benefits improved -

Continued from page 1 her own years of service, Mr Kin- For example, an employee who set up a new retirement plan with
501(C)(9) trust to fund disability and kead notes worked for.several employers over the payroll taxes it no longer had to The National
survivors' benefits o a 40-year period may be entitled to pay to Social Security
Under a 501(c)(9) trust, named® a $600 monthly Social Security Network of
for that section of the Internal Rev- - The Sisters of St Joseph Hospi- benefit Because 10 of the those Samaritan pays the full cost of
enue Code authorizing them, the tals, a multihospital system based in years were with Sisters of St Jo- the plan, which provides first and A“ Head Offlces

contributions to the trust are tax- Wichita, Kan, opted out of Social seph Hospitals, the employee may full vesting after five years of ser-

deductible, while the assets and in- Security in January 1980 and set up only get a $400 Social Security ben- vice As a result, employees' take- L.

terest earned aren't taxable a new retirement plan because "we efit, reflecting his years of non-cov- home pay Jumped 67% since they SuperVIS|on and
Mr Kinkead says female em- felt we could provide better bene- ered employment no longer have to pay Social Secu- Dependablllty

ployees with working spouses are fits at half the cost,” according to INn such a case, the Sisters of St rity FICA taxes

the greatest beneficiaries of the Dale Richmond, vp for human re- Joseph retirement plan would pro- Under the plan, Samaritan auto-

hospital's decision to withdraw sources vide a benefit of $200 a month to matically boosts benefits 4%6 each

from Social Security and set up a The new retirement plan, which make up for the reduction in Social year

new savings plan offers five-year vesting and supple- Security benefits, if the employee In addition, the board of direc-
Social Security discriminates ments another plan providing 10- had vested tors, at its discretion, can raise ben-

against working married women, year vesting, is designed to match o efits even more

Mr Kinkead contends, a point benefits previously offered under Since 1980, benefits to retirees

some women's groups agree with Social Security Samaritan Health Service of have been increased -25 3% to match Blue Book of Adjusters

Phoenix, Ariz, looked down the the increases Social Security has write our National office.

Under Social Security rules, An employee who spends an en- road and determined that its em-__ given to its beneficiaries

working women do not always get tire working career with Sisters of ployees were going to put a lot Samaritan has been able to offer

full credit for their own work For St Joseph Hospitals would receive more money into Social Security these increases because its plan 15 National Association of

example if a man was entitled to a the same retirement benefit from than what they were going to get funded in advance, compared with

$600 monthly Social Security bene- the new pension plan as he or she back . the pay-as-you-go Social Security

fit, his wife would receive 50% of would have had if the hospital The 6,000-employee health care system Insurance Adjusters

his benefit, or $300 a month chain remained under Social Secu- organization thought it could do a "Through advance funding and

spouse's benefit rity better Job of providing retirement sound money management, costs
Even if the wife worked and had But for employees who spend benefits than Social Security could, can be reduced,” says Mr O'Cal- Chicago, lllinois 60604

earned a $300 benefit based on her part of their working years at the according to John O'Callaghan, ex- laghan

own work, she still would only re- hospitals, the retirement plan will ecutive vp of Health Enterprises Samaritan has used the money it

ceive $300, the same amount as if provide a benefit equal to what the Inc., a Samaritan subsidiary has saved by withdrawing from So-

she hadn't worked worker lost because the hospitals So, Samaritan withdrew from cial Security to add other new em-

For the eomplete nationwide

Independent

175 W. Jackson Blvd.

Under the Holy Redeemer plan, are not covered by Social Security, Social Security in January 1980 ployee benefits, including a group
each employee gets credit for his or assuming the employee had vested after It notified its employees and dental insurance plan
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Drilling companies study war risk cover

Continued from page 1 operating in the area are insured fied shore 011 rigs in the Strait of Magel- for the same basic coverage
physical damage against war risks, brokers in Hous- "This fight over two rocks in the lan have war risk insurance, he The London market appears less
The French oil company Total ton agree Although the Falklands South Atlantic goes to show you confirmed amenable to underwriting war risk
also is believed to be drilling off outbreak came as a surprise, Chile can't feel safe anywhere in the There are no stationary plat- coverage in the area of hostilities
Tierra del Fuego and Argentina have been waging a world " forms in the area because drilling Companies seeking the coverage
Exxon had a proJect there until cold war in the region for many U S drilling contractors have around Argentina is exploratory, now may run into trouble finding a
about six months ago, said a com- years Also, banks and other finan- tended to shy away from war areas notes Dick Waters, senior vp of reasonable rate, said Mr Merrett
pany spokesperson in New York cial institutions usually insist on anyway, he noted Alexander & Alexander and chair- Some insurers have increased their
"We drilled more than a dozen ex- the coverage before they will fi- "We do have some American in- man of a committee in the broker's rates, he said without commenting
ploratory holes and found minor nance a proJdect terests down there," said Stephen national energy division Hydro- on his own rates
traces of hydrocarbons-but not "But you'd be surprised how re- Merrett, chairman of Merrett Syn- carbons are suspected in the area The standard war risk policy
enough for commercial produc- calcitrant some buyers are about dicates Ltd and lead war risk in- and there IS a possibility of disco- covers property damage to a vessel
tion ™ war risks coverage," pointed out a surance underwriter at Lloyd's very or movable rig caused by acts of
Most, if not all, oil d rillers broker who asked not to be identi- Some companies with movable off- But a fixed platform cannot be belligerency like aircraft attacks,
insured against war, Lloyd's bombs, torpedoes and floating
sources say, because a fired plat- mines Dirrillers in the North Sea
form, which cannot move, is con- buy the coverage to insure against

QE2 owner covered for lost profits e s i b o e v i

rine Insurance Act of 1906, un- loose from the ocean floor during a

Continued Pom page 1 The 375,000-pound ($675,000) They are complementary, which derwriters cannot insure land risks storm, said AIG's Mr Williams
month A Mediterranean cruise, premium that Cunard paid, how- may help to explain why the pre- against war, said a Lloyd's broker

fully booked with 1,750 passengers, ever, is relatively cheap consid- miums are so low " “You cannot buy war risk insur- In addition to physical damage
was called off And a trans-Atlantic ering the policy was bought at the But some Lloyd's underwriters, ance for pipelines either,” he coverage, war risk insurance can be
cruise from London to New York height of war tensions like marine underwriter Stephen added written to include the perils of con-
will most likely be canceled before The Lloyd's underwriters who Merrett, wouldn't touch the policy But aUS broker in Houston told fiscation and expropriation Very
its May 16 sailing accepted the risk may believe the And some say the Lloyd's un- Business Insurance that he has seen few operators purchase loss-of-use

However, the loss-of-profits pol- British government eventually will derwriters that wrote the risk may the coverage written despite the coverage arising out of war because
icy will help ease these losses The pick up the tab for Cunard's lost have been overly optimistic The law "It's not supposed to be done, of the high cost
policy, written by Lloyd's of Lon- profits, Mr Kinally said government could refuse to com- but it is occasionally,” he said "There was a flurry of interest
don underwriters and brokered by "Anything that is paid by the pensate the owners of the 40 requi- Drillers in Argentine and Chil- about 18 months ago until rates
W11llls Faber, will pay up to 6 mil- government is credited to our ac- sitioned and chartered vessels for ean waters are using jack-up and rocketed upward again," said one
lion pounds (approximately $10 8 count and noted by underwriters,” their loss of profits while the ships semisubmersible drills Jack-ups, broker

million) in lost profits after a "six- said Mr Kinally "The two (gov- are in government service (BI, valued at $25 million to $35 million, War risk insurance covers busi-

figure" deductible is exhausted, Mr ernment compensation and insur- April 19) typically operate in shallow water, ness interruption if there IS physt-

Kinally said ance) are not mutually exclusive The government also is dragging from 65 to 80 feet Long legs stick cal damage to the rig or vessel and
its feet on indemnifying the requi- up into the air when the rig is in revenue is lost during repairs, said
sitioned vessels for war risks transit and are lowered onto the Mr Merrett

Cal ifo rn i a court ru IeS C h i I d Some shipowners have been un- ocean floor to anchor the drill Se- But there are other forms to in-

successful in securing war risk in- misubmersibles, valued at about sure against contingent loss of in-

. demnification from the British gov- $50 million, are used in deeper come Even if the policyholder does

Can S u e fo r GWrO n gfu I I Ife' ernment, said Mr Kinally, whose water, up to 1,000 feet not sustain direct damage due to

company has had at least three war, contingent coverage is avail-

SAN FRANCISCO-A child has Mr Stretch says the birth oi a other ships requisitioned for the Jack-ups and semisubmersibles able to pay losses caused by inter-

the right to sue for "wrongful life" second deaf child was a reasonable task force can be towed out of harm's way rupted operations, says John T

and claim special damages, the Cal- medical probability and the couple Cunard also may attempt to pur- pretty quickly, notes Mr Waters Cook, vp of Johnson & Higgins of

ifornia Supreme Court has ruled would have never had another chase war risk insurance before the Even with war risk coverage, the Texas Inc

A California couple, Donna and child had they known that Hope QE2 reaches the battle zone around primary concern of drillers in a re- "You couldn't get it today, of

James Turpin, claim they would was deaf the Falklands Normally, Cunard gion of hostilities is the safety of course, but you could have gotten it
have never conceived a second The court ruled that the child is self-insures the 67,000-ton liner for personnel and equipment, he before things heated up,” he said

child, who was born deaf, had they eligible for special damages to war risks The line also carries a 50 stressed Other support industries could

known their first child was already cover, for example, the added costs million-pound ($90 million) hull War risk insurance can be pur- lose business if fighting escalates

deaf and have sued a doctor they of special schooling and medical and machinery insurance policy on chased for the full value of mobile outside the 200-mile war zone and

claim gave an erroneous diagnosis care However, the court said the the vessel, plus unspecified liability offshore drilling rigs, reports Roy disrupts drilling operations in the

child could not collect general dam- coverage through the Liverpool & Williams, president of AIG Oil Rig Straits of Magellan Catering com-

The couple says their first child, ages because the pain and suffering London Assn Property & Indem- Inc, a managing general agency panies provide food to drilling per-

Hope, was taken to the Leon S of an impaired life vs no life at all nity Club owned by American International sonnel, crew boat companies ply
Peters Rehabilitation Center at would be impossible to measure "If she goes to war, however, we Group that represents about 260 in- back and forth from shore to rotate
Fresno Community Hospital about would expect the replacement cost, surers of offshore petroleum prop- crews and helicopter services are
a year after her birth to have her In the original suit against Dr with regard to depreciation value, erties used to transport emergency parts
hearing checked Dr Adam Sortint Sortini, the couple sought unspeci- to be $200 million," said Mr Kin- Mr Williams says AIG 011 Rig and medical aid
said then that the child's hearing fied general and special damages ally "So, if the government doesn't does not currently underwrite rigs The largest and best-known U S
was normal, according to the cou- for both them and their children agree to pay for war risk, then we operating in Argentine waters but market for war and political risks
ple's attorney, Joseph P Stretch Dr Sortini's attorney, Daniel O will take out insurance " that war risk coverage for opera- coverage, a government agency
The couple then had a second Jamison, pointed out that the high Mr Kinally was discussing com- tions there IS Stlll available Rates called Overseas Private Investment
child, Joy, he said court did not rule that the Turpins' pensation and indemnification have not been raised since the Corp, has not written any risks in

When Joy was diagnosed as allegations are indeed true but only matters with the British govern- Falklands war began But due to Argentina since 1970, said a spokes-
being totally deaf, Hope was re- stated that a child could sue for ment last week They also discussed chronic tension between Argentina person Human rights issues m Ar-
tested and also found to be deaf, the wrongful life The case will be re- how many of the QE2's 1,500 crew and Chile, rates are much higher gentina may be the reason, he said
suit alleges heard by the trial court m members would sail with the troops than in tranquil waters of the Gulf All projects underwritten by

to the Falklands of Mexico, for example OPIC must be reviewed by the U S
Both Cunard and the govern- War risk coverage for rigs State Department
ment also will talk with maritime operating near Argentina would OPIC does underwrite a handful
1 - - d workers' unions about life insur- run between 50 cents and $1 per of U S business risks in Argentina
I nS u ran Ce Se rVI CeS g u I e ance coverage for crew members $100 of insurance, said Mr Wil- that date back to the 1960s, how-
who must sail with the troops to the liams Drrillers in the Gulf of Mex- ever None of these are offshore 011
South Atlantic - leo might pay 2M cents to 5 cents industry projects

PARKING CONTROL DECALS  |oradvertising :

. moe e mmeer o nsurance services cuide  CNIFYSIEr swaps rebates for doctor discounts

“NinNns,.de vwindshields

/4" to 1" high No's
I 6091699 y Contact: Barbara Tosheff Cont:nued from page 2 was in 1977, when the firm em- "l don't know of anyone who is

- Free (:atalogI
' and sampiles 740 Rush Street from th milli i rren mor: rker m- inter in in r r n
illion i | | work i i Ki h |
N ] om the $300 on it currently ployed more workers, says a co terested tal g Chrysler up o

Box LY 1331, New Haven, CT 06505 (203) 772 2520 Chicago, lllinois 60611 pays toward employee health bene- pany spokesman the deal,” says Roger Mechum,

- Telephone (312) 649-5340 fits, or about $325 for every car it "The company is trying to keep president of the Wayne County

manufactures, a Chrysler spokes- ItS medical costs down to a mini- Medical Society, which represents

LOSS RESERVE man says mum,” explains the spokesman many Detroit-area physicians

CERTIFICATION BECK & WALLER The rebateprogram is one of sev- "We'll do whatever it takes to do "Most of the reaction from doctors

o1 Claim It“ﬁ:‘:;i:;:it;?:'m ol Seri ces INTERNATIONAL, INC. eral measures Chrysler is using to that * is, 'This program is a joke ' It's an

John JOConnor, B iLLEB TIA Financial & Risk Management reduce health care costs, the interesting approach, but | don't

J. J. O'Connor & Co. consultants offering cash flow in- spokesman says For example, it is The program, Chrysler officials know if any physicians will accept
o novations to the energy industry also participating in the BC /BS say, so far has received "good re- it "

(401) 348-8386 24 hour service One Afien Center. Suite 1000 Maximum Allowable Cost Pro- sponse" from the medical commu- The offer, Mr Mechum says,

i e gram, which requires local phar- ntty and has prompted some pro- poses several problems

macists to dispense a generic equiv- viders to begin examining what "We wonder what the Internal

ANNUAL alent for 47 commonly prescribed they charge Revenue Service will think. We

€« % STATISTICAL drugs in order to receive relm- “It's gotten dialogue going in the wonder if they think of this as bar-

o Sompensation BULLETIN ATWOOD & CO. bursement from Blue Cross/Blue medical community about finding tering?

Contains Statewide Consulting Actuaries Shield solutions for high charges," a "An employer like Chrysler can

- Premium/Benefit Level Change Claim Reviews Chrysler spokesman says have problems with health care

- Underwriting Profiles Reinsurance and Reserve Analysis Chrysler's health care bill, While Chrysler IS optimistic the costs, especially in a plan where

e et Provisions for Captives and Self Insurers fueled by inflation and new labor offer will help cut some medical they don't have deductibles and co-

- Slgl\ﬁ?rgtlzy/":;equency Stats by L::Z:A:;'tizvoiy agreements that have given em- bills and produce more sales, the payment arrangements With those

To °rde’(‘;;;‘j;‘gg°;g;j"°" call (2193) con-o200 ployees more first-dollar medical feeling isn't mutual in the medical kinds of plans, people may tend to

coverage, is 200%0 higher than it community use the benefits more " _
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4 lest month, as March is, but the first-quarter quarter It is true that the performance of the futuTrgeearnln?s momen
1| reports by the publicly held insurance bro- dollar against the British pound helped, since seen To 'the ex

but rate relief still Is needed

By LEONARD M. WILSON
Special to Business Insurance B I ti C ke r

A PRIL IS THE month for first-quarter

£-learnings reports, It may not be the crue- increase in expenses over last year's first effect of the Hovxfden ac UiSiti?B 88

um remains
ent that Howden IS a beneh-

n kers were not especiall ycheerful Wigham, Poland is now consolidated within ciary of the rising demand for reinsurance,

Hra06044'#2064 Given the state of pre- James But even taking this into account, the its inclusion could lift A&A's earmngs
mium rate competition, slackened pace of cost escalation was a nota- - Frank B Hall posted earnings of 81
the generallxlackluster ble improvement over 1981 cents per share, a narrow gain over the 80
esults came as no sur- A broker's mix of business was also mean- cents per share posted in the first quarter of
Insurance industry stocks ended six weeks of prise  Moreover, ingful m influencing its performance Rein- last year New business and wider acceptance
gains as the Business insurance stock index ~ Operating progress for surance brokerage tended to grow more rap- of its risk management services enabled Hall
closed May 4 at 186.5, down 0.2 points from the next two quarters idly than retail or direct brokerage Reinsur- to register a 10% rise in revenues Leslie &
186.7. Twenty-seven issues gained, 24 stocks ~ may not be a great deal ance rates are very soft, but primary insurers Godwin also performed well, but the British
declined and 17 were unchanged. The largest ~ °<™®" are seeking more coverage, improving the subsidiary's contribution was diluted by the
increases were posted by: Crawford & Co., Quarterly reports, market conversion into dollars from pounds
7.4%; Penncorp Financial Inc., 6.6%; Equifax ~ though, provide more Also, employee benefits tended to outstrip - Fred S James' earnings declined to 51
Inc., 6.4%; Farmers Group Inc., 4.2%; States- ~ than a look at latest property/casualty gains Foreign brokerage, cents per share from 55 cents per share in last
man Group Inc., 4.2%. The largest losses were operating results They Mr. Wilson excluding currency transactions, realized year's first quarter Tight expense control
suffered by: Crum & Forster: 7.5%; USLife  also provide insight generally superior growth compared with helped to contain the earnings shortfall, but
Corp., 7.1 %; Annco Inc., 5.5%; Hanover Insur- into companies' directions and emergent domestic brokerage the impact of soft premium rates caused prof-
ance Co., 5.1%; Amencan Indemnity Financial  trends and have a degree of predictive value its to drop

Corp,, 4.7%. The 8/index lost 0.1 %,which was Since stock prices often discount positive de- In dissecting a broker's mix of revenue, it « Corroon & Black provided the greatest

smaller than the 0.4% decline In the Dow Jones

30 Industrials average and the 0.5% decrease
in the NYSE Composite index.

British Issues

1 Week
4 May Price P/E Div. Vield High-Low
Companies pence pence % pencepenci
CommiUnion 129 108 1686 13.1 131-127
Eagl Star 362 123 21 43 59 368-.360

Gent Accident 298 6 6 23 21 7 8 296-294
Gdn Royal Exch 286 69 2500 8 7 286-282

Phoenix 242 79 2400 99 242-234
Royal 333 8 1 3607 108 333-325
Sun Alliance 812 9 7 61 43 7 6 812-802
Brokers

CE Heath 318 92 1571 49 322-313
Hogg Robinson 111 8 5857 7 7 111-108
JH"mMmnet 175 109 8 14 46 175-171
Sedg Grp 168 108 857 5 1 169-166

Stenhousl Hidg 113 82 728 64 114-112
St®w W, ightson 252 9 0 18 57 7 4 252-250
wWns Fa” 473 118 2143 45 480-466

velopments before they become widely dis- seems clear that diversification away from surprise by reporting a 33% increase in earn-
cernible, looking behind the quarterly pure retail brokerage has helped cushion the ings at 60 cents per share, compared with 45
numbers is a necessary exercise adverse effect of lower premium rates on re- cents per share in the first quarter of 1981 A
Take the subject of expenses The public tail business In the future, diversification, as recovery in surplus lines coupled with solid
brokers' costs have been buffeted by infla- a positive gtoal, may be used to iron out the gains in most other activities produced a 12%
tionary pressures for several years With volatility of the insurance cycle increase in billings This could be an indica-
only modest growth in commissions and fees, So much for the broad picture Here are tor of stronger performances in upcoming
rising expenses have produced a painful some specifics on the performance of the in- quarters
squeeze on profit margins But, if the rate of dividual brokers by size - Rollins Burdick Hunter's quarterly
inflation is in fact easing, cost pressures may « Marsh & McLennan reported earnings earnings fell to 47 cents per share from 55
have already begun to abate of 94 cents per share, compared with 93 cents cents per share Soft rates were the culprit,
Coupling a lower inflation rate with strin- in last year's first quarter Standout gains but expenses rose only 46% from the first
gent cost-control measures provides a posi- were generated by C T Bowring's reinsur- quarter of last year The slowing in cost in-
tive scenario for brokers' profit margins ance operations and the company's foreign creases reflects productivity gains, even as
down the road Add the ingredient of rising affiliates Indeed, were it not for the in- spending on new programs continues
premium rates and the potential for marked creased international flavor of Marsh & Results for the first quarter may represent
earnings growth becomes plausible McLennan revenues, earnings probably a pattern for the second and third quarters
There was some encouraging evidence on would have declined U S brokerage contin- Certainly, the public brokers have tightened
cost control in the first-quarter reports Fred ued to suffer from the effects of soft premium their belts, but an easing in rate competition

S James, for example, recorded only a 3% rates is needed to produce better bottom-line per-
* Alexander & Alexander's report in- formance

Leonard M Wilson, a vp of L F Rothschild,
Unterberg, Towbin m New York, special-

cluded, for the first time, figures from its re- Accordingly, it is too soon to expect gen-
cent acquisition, Alexander Howden Group erally better earnings comparisons :

d earn cen

Source, Rhillp.olsen/Alan.Chftan.dnsuzance Industry tzes in insurance brokerage stocks He ts a shiré agafiet first-qamtar fisl's 1 Cnt pet

London

member of the New York Society of Secu- share Soft premium rates domestically were  Financial briefs

nty Analysts a major factor in the earnings decline
RPoe & Associates

Poe & Associates Inc has declared a quar-

B I I N d u St ry Sto C k R e p O rt terly dividend of 20 cents per share of com-

mon stock, payable May 21 to shareholders of

MAY 4, 1982 4/28/82 THRU 5/4/82 MAY.4,1982 4/28/82 THRU 5/4/82 record May 14
Insurance Cos Price °0 Chg FE $ Div 00 YlId High Low Vol (000) Price °0 Chg PE $ Div °0 YId High Low Vol (OOO\/
Aetna Life & Cas Co NYSE 43.25 0.0 7.0 2.52 5.8 43.25 42.75 992.0 United Fire 6 Cas Co e 2o 0.0 7.5 0.00 2.0 20955005 l,e,\ EMCO Co rp.
American, Bapkers Ins Group OTC 8 50_1.5 7.1 0.48 5.6 8.50 8.38 49.7 United States Fid & Gty Co NYSE 44.13 -0 8 7.9 3.60 8.2 44.13 43.50 209.9 i
~ ; ; ) AT ” " B 41763 a1.00 122.7 United Sves Life Ins Co otc 1575 -3.1 5.8 1.00 6.3 16.25 15.75 o5 Avemeo Corp has reported record first-
mer!can Indty Finl Corp orc 15.25 -4 7 8.9 1.12 7.3 16.00 15.25 8.8 Uslife Corp NYSE 19.75 -71 4.1 O0.84 4.3 19.88 19.25 a83.0 . s
American Intl Group Inc OTC 69.50 -1.8 11.5 0.48 0.7 70.50 69 50 146.5 Washington Natl Corp NYSE 19.38 -2.1 6 © 1.08 5.6 1900 18 75 oa1 quarter earnings of $1 34 million, or 54 cents
er share, up 18% over $1 14 million, or 46
American Natl Ins Co erie 15.63 -2.3 6.8 0.76 4.9 16.00 1S.25 87.6 Zenith Natl Ins Corp ore 17.00 15 8.1 0.76 4.5 17.25 16.75 57.5 P P . ! $
American Sts Life Ins Co ore  17.00 0.0 5.4 0.80 4.7  17.50% 17.00 1e T Thrmm e T e cents per share, in the first quarter of 1981
Aneco Reins Ltd ore 1.75 0.0 0.0 0.00 0.0 1.75 . AVERGE ' i idi
Avonon Gorp AMIE 11 s o O e aa o o INSURANGE SCMPANIES e a8 AVEMCO's major subsidiary, AVEMCO
Banks lowa Inc T 39.S0 1.3 6.8 1.48 3.7  29.50 29.00 ze Insurance Co, reported record first-quarter
Bitco Corp ore 20.S0 3.5 4.4 1.92 6.5  25.50 25.50 oo written premiums of $10 1 million, up 18%
Carolina Cas Ins Co ere 67500 6.3 0.32 4.7 e.7s  e.7s 1s  Agents/Brokers over the $6 9 million written in last year's
Chubb Corp oTe a42.25 0.9 5.3 2.92 6.9 42.25 41.38* 114.6 Alexander & Alexander Svcs —a. R R R i
Combined Intl Corp NYSE 21.38 -1.2 5 8 1.80 8.4 21.38 20.75 273.3 Baldwin 6 Lyons Inc e oo iAo o aa  SorezTs o first quarter
Continental Corp NYSE 27 63 -2.2 7 7 2.60 9.4 28.00 27.00 161.5 Corroon & Black Corp NYSE 20.63 0.0 10.7 1.76 8.5 21.00* 20.38 as.3 AVEMCO is a national aviation insurance,
Crump E H Cos Inc H H H 1
Crawford & Co oTc 14.50 7.4 10.9 0.56 3.9 -
e T0ASSLLIOSOSSSY oo a7 naFenelcom QIC 8,23 3.1.12.60,40 4.8.8,25,8,00 9.9 financial services and product marketing or
Crum & Forster NYSE 27 75 -7.5 4 9 1.64 5.9 3C.00 27.75* 788.9 Integrated Res Inc
Employers Cas Co NYSEFIIS ST ey 313 SCR 8 L3 188 g Jntegrated Res InC ANEX a5 BB 82 00000 isooiars ez
Equifax Inc NYSE 33.38 6.4 10 O 2.60 7.8 33.38* 31.75 28.4 Marsh & Mclennan Cos Inc NYSE 34.50 -1 4 10.56 2.00 5 8 24.50 34.05 1o7a -
Excelsior Ins Co. ore Penncorp Fincl Inc NYSE 8.13 6.6 6.3 0.16 2.0 8.13* 7.63 s24 7 Hartford Steam BOI'er
17 250.01080.70 4.1 17251725 0.6 pinehurst corp ore 9.25 1.4 11.1 0.00 O O 9.25* 9.13 2.5
Farmers Group Inc cvic 37.004.2 105 1.24 3.4 37.00* 35.50 291.8 . .
First Colony Life Ins Co ore 6625 0.8 18.8 1.02 1.5 66.25 65.75 6.0 Poe 6 ASsSOC Inc ore ©.00 0.0 10.1 080 8.9 °.00 ©.00 oo The Hartford Steam Boiler Inspectlon &
Foremost Corp Amer crre 000 1. 78.4 1.12 3 7 30.00 29.50 114.2 Reed Stenhouse Cos Ltd ore 12.25 21 10.0 0.60 4.9 12.25 12.13 P, Insurance CO haS reported redUCed earnings
Great West Life Assurn Co OrT 210.00 OO0 62 10.00 4.8 210.00 210.00 0.0 Rollins Burdick Hunter Co orc 1850 0.0 122 1.32 7.1 18.50 18 SO 136 H th fi t t
c n e Tirst quarter
Hanover Ins Co oTc 32.50 -5.1 40 088 2.7 3a4.25 32.25 14 3 H 1 illi
AVER#GE 0,
Hartford Steam Boiler Insptn OTT 41 SO 1.2 7 7 2.80 6.7 41.50 41.00 s0 AGWISIBROICERS o =2 Net income declined 27 /0’ to $3 9 million
i‘:;i‘z;f‘éir:a" Life Ins Co orTc  42.50 1.2 13.0 0.76 1.8  42.50* 42.00 a7 ) from $53 million, in the first quarter of 1981
Lincoln Natl Corp Ind nvse230,2.9 24 180,54 33 63 33,38 22,8 Conglomerates/Holding Cos Earnings per share declined to $1.08 from
o American Express(Firinan's N) NYSE 49.38 1.3 8.8 2 20 4.5 49.38 47.25 684 O $1 48
Mission Ins Group Inc NYSE 2700 14 7.0 080 3.0 27.00 25.50 61.8 Anderson Clayton(Ranger/PanAm} NYSE 31.50 -3.8 6 4 1.32 4.2 31.88 31 00 75.4
Nationwide Corp Ohio Me 26.75 00 7.8 0.70 2.6 26.75 26.75 12 Armco Inc NYSE 19.00 -5.6 4.8 1.80 0.5 10.85 15.00 1,156.2 The company blamed the poor perfor-
N‘;_""WQS‘em Natl Life Ins ole 2788 0.0 58 1.50 5.4 =2v.as 27.75 5 5 City Investing Co. (Home Ins ) NYSE 24.38 0.5 7 6 1.70 7.0 24.38* 23.75 616.6 manie on last winter's storm-related losses
Ohio Cas Corp orc 43.13 0.9 6.4 2.36 55 43.50 43.00 67 5 CNA Pinl Corp (C:NA) NYSE 14.00 0.9 5.8 O OO0 O O 14.00 13.50 azB N R
Old Rep Intl Corp oic 18.88 -3.8 4.5 0.92 4.9 19.38 18.88 26 2 and the nation's economic downturn
rof o Risk Life 1 . . Control Data (Comml. Credit) NYSE 30.63 -0.8 6.9 0.55 1.8 30.75 30.50 501.1
Provident Life & Ace Ins Co e Aco0 2.1 Be oan B2 ardoaeZs. 27 GeneralRe Corp NvoE 1615 216119525 aeaaasoe e
ore -=. B 47.00 a46.00* 5 9 Gulf Utd Ci 85 6 I
Ryan Ins Group Inc oc 20.50-128.701608 20752050 323 cignacorm e o e T e ag a3 s o American General
z‘f"a“'ccc’s tne OTC 4638 1.9 6 2 2.60 56 46.38 45.13 290 5 ITT (Hartford Group) NYSE 25.88 0.0 5.5 2.68 10.4 26.00 25.63 8272
afeco or]| oTc - - - -
P 4013 39.63 4049 ) American General Corp has declared a
Sri Corp amz 24,25 1.0 4.9 1.00 4.1 ~ optimum Hiag Corp ot e e A R oo Sa X ly divid d of 55 h f
Seibels Bruce Group Inc e ome A A e O R a A  oomeEmTe 21 0 Sears Roebuck & Co (Allstate) NYSE 19 75 0.0 9.4 1 36 6.9 19.75 19.38 1,442.7 quarterly dividend o cents per share o
- -4. - - -00* - - aldwin Ut orp NYSE 69.75 -0 4 10.0 1.60 2.3 69.75 67.50 155.5 ivi
Statesman Group Ine o e ©.25 4 24.9 0.15 2.4 6.25  6.00 22.5 Teledyne Inc (Argonaut) NYSE 123.38 -2.4 6.3 0 00 0 O 126.13 122.75  266.7 common stock and a quarterly leld_end of
okio Marine & Fire Ins Co o/c o8 0O O.8 7.8 1.00 10 98.50 97.50 0 8 Transemerica Corp (Occidental) NYSE 20.38 -3 0 6.0 1.40 6 9 20 63 20.38 228.2 811A cents per share of $3 25 convertible Ju-
Travelers ConP NYSE 4713 -05 56 3.28 7.0 A47.13 47.00 402 6 .
CONGLOMERATES/HOLDING COS AVERPGE s0 3.1 nior perferred StOCk
Both dividends are payable June 1 to
shareholders of record May 10
*Record high/low since Jan 1, 1982 System design Altman information Systems The company also reported that first—quar—

_ h <O r _': F<CoO Ty $ 3 8 i l I tei earnings had_increased 19 5% to $454 milt



Put AS&EsSs environmental

risk planning tothe acid test

Alexander & Alexander's special
National Environmental Action Team
can help safeguard your company's
assets. We view financial risk through
your eyes. Look beyond the treatment,
transportation and storing of hazardous
wastes to the entire spectrum of pollu-

tion liabilities - from generation to -
disposal.
With A&A, you'll have access to t *-. *371 ,

expert environmental scientists who

do detailed on-site risk assessments.

And we'll integrate insurance coverage
with an ongoing pollution loss control
program. That's important. Especially
now, when businesses must comply with
new, more stringent EPA regulations and
protect themselves against environmental

1.4 .F -9

liabilities, particularly thhose resultimng A p

from gradual and non-sudden pollution
Only by working from the client's
point of view can we be sure acompany L . = cc = -
gets the most comprehensive, cost-
efficient programs possible.

—uwall pbpbolluticaorn =~
liability coverage

This insider's vantage point enables = _
us to be in the vanguard, formulating
contracts that go beyond hazardous waste
coverage to full pollution liability
protection.
Because we anticipated such
coverage would burgeon in importance, — - = =
our 88 U.S. offices have environmental |
insurance coordinators with ready access
toO our corporate expertise. We maintain ,
StronNng contacts in WwWashinmngtonm  to
up-to-the-minute in this rapidly evolving
field. And help insurers develop pollution *
coverages to assure you of adequate iw
capacity &nhd compebtive terms.
We are ready to look at any
business -medium or large-inany ;= ——j<> 11 >=>
industry and help create a total compli-
ance program.
We think a big reason A&A has , imi
become one of the largest and most
trusted insurance brokers worldwide is
that we work the same way with every
client. From the client's point of view.
AnNd iNn our business, that's the acid test. .>».
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stay - -- .. -/
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Experts trom Advanced Environmental Te:hnolog-1 Corp. of Moms Plains, New Jersey, cleaning up improperly handed hazardc-us wastes.

Alexander
S8Nexander

From the client's point of view



