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Update
Reinsurance broker E.W. Blanch

sells 4.3 million shares to public
MINNEAPOLIS-E.W. Blanch Co.

raised $27.8 million, part of which might
be used to buy other reinsurance inter-
mediaries, in an initial public offering
last week of about 31% of its shares.

A total of 4.3 million shares were

sold-1.5 million by the company and
2.8 million by current shareholders-at
$18.50 per share, the company said.
Blanch shares closed at $19.38 Friday
on the New York Stock Exchange.

Blanch had been a limited partnership
Continued on next page

Delays, politics may hobble health reform
 Reform loses momentum

Full health care reform package unlikely to be
presented this month.

c==5!.%*f#ons on financing have yet to be made.
Noagreement on what should be 'noluded

er criticismof
rce was sele
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HEALTH CARE EXPRE S

By JERRY GEISEL

WASHINGTON-Skepticism is
growing over whether the Clinton ad-
ministration has the political skill and
muscle to win congressional approval
of a comprehensive health care reform
plan.

Questions also are being raised about
the cost of the package, which already
is overdue, and how that cost will be fi-
nanced.

In addition, second-guessing is grow-
ing on whether the administration
made a mistake in setting up such a
large task force-more than 500
staffers-to develop a health care re-
form package and in selecting individ-
ual task force members.

These questions are being raised as

the administration sent out word last

week that the health care reform pack-
age may not be unveiled until mid-
June. President Clinton originally pro-
mised the package would be ready
within 100 days of his inauguration, or
about May 1.

Even with the delay, some expect
President Clinton will only present a
broad outline of the package rather
than detailed legislative language.

The delay comes as little surprise to
lobbyists, who see no sign that the ad-
ministration is close to making deci-
sions on some of the toughest issues.
These include: the level of benefits to

which all Americans eventually would
be entitled; how revenue will be raised
to finance universal coverage; and the
structure of giant health care purchas-

ing cooperatives or alliances through
which many employers and individuals
would purchase coverage.

"We hear different options on differ-
ent days," said Pam Bailey, president of
the Washington-based Healthcare
Leadership Council, a diverse group of
managed care firms, pharmaceutical
manufacturers, hospitals and physi-
cians.

"What struck me was how many de-
cisions have yet to be made," said Ed-
ward J. Davey, a principal at A. Foster
Higgins & Co. Inc. in New York. Mr.
Davey, along with other representatives
of the Assn. of Private Pension &

Welfare Plans, met recently with Ira
Magaziner, a White House senior dom-
estic policy adviser who has coordin-

Continued on page 57
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Lloyd's business plan inspiring optimism
By ALINE SULLIVAN
and GAVIN SOUTER

LONDON-Lloyd's of Lon-
don's new business plan offers
the best chance to stem mounting
losses and fleeing capacity, most
in the market agree.

And while some members are

criticizing the plan for not doing
more to alleviate members' past
losses, others expect it to create
new opportunities.

AT&T to audit books

of Blues plans it says

1

Lloyd's first-ever business
plan, unveiled late last month,
calls for a dramatic restructuring
of the 305-year old market (BI,
May 3). Key features of the plan
include severe cost cuts, a move
to a strong central management
and the introduction of limited

liability corporate membership.
Robert Hiscox, deputy chair-

man of Lloyd's and one of the
plan's authors, said Lloyd's will
"be run more like a company"

with individuals accountable to

the top levels of the market
rather than to a "plethora of
committees."

Lloyd's officials say strong
management is necessary to at-
tract corporate capital, one of
the cornerstones of the plan.

Lloyd's hopes corporate inves-
tors will help raise underwriting
capacity to between 10 billion
and 12 billion pounds ($15.66
billion and $18.79 billion) by

overbilled for a decade <,
By DOUGLAS McLEOD

NEWARK, N.J.-American

,Telephone & Telegraph Co. will
be allowed to audit the books of
several Blue Cross & Blue Shield

plans after AT&T filed a lawsuit
charging the plans with a dec-
ade's worth of overbilling for
health care services.

AT&T, the largest customer of
New York's Empire Blue Cross
& Blue Shield, leveled federal
racketeering charges earlier this
year against Empire as well as
Blues plans in Arizona, Illinois,
Michigan, Ohio and Pennsylva-
nia.

The complaint charges that be-
ginning in 1984, the insurers de-
frauded AT&T by failing to pass
along hospital discounts due
under an AT&T employee health
plan administered by Empire.

The suit does not specify how
much AT&T allegedly lost, say-
ing only that the amount is "sub-
stantial" and that the telecom-

munications company has been
unable to determine the exact

amount because BC/BS plans
have refused to allow AT&T to

audit their records.
Since the suit was filed in

March, Empire and BC/BS affili-
ates in Arizona, Illinois and
Michigan have agreed to audits,
according to a spokesman for
Basking Ridge, N.J.-based
AT&T.

The company is still negotiat-
ing with the other BC/BS affili-
ates named in the complaint and
has put the litigation on hold
pending the audit results, the
spokesman said.

AT&T pays about $3 million a
day in health care benefits for
employees, retirees and their de-
pendents, according to the
spokesman. The Empire-admin-
istered plan accounts for only a
portion of this amount, though
the spokesman said he did not
know how much.

Continued on page 61
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Closing the book
on RIMS conference

The 31st annual Risk &

Insurance Management
Society conference which
mixed sun, fun and
business attracted nearly
4,300 registrants to Orlando
April 25-30, up from about
3,800 a year ago in Anaheim,
Calif. Total registration
including registrants,
exhibitors, press, students
and guests was just shy of
8,500. Reports on risk
management sessions begin
on page 3.

1997. Capacity dropped to 8.5
billion pounds this year from a
high of 11.3 billion pounds in
1991. Converted at appropriate
exchange rates, capacity has
fallen to $12.88 billion from
$21.81 billion.

"We have very few options but
to support the plan," said Terry
Hayday, chief executive of insur-
ance operations at Sturge Hold-
ings P.L.C., the largest under-
writing agency at Lloyd's. "We

need new capacity."
David Seel, a personal stop-

loss broker at Fraser Insurance

Brokers Ltd., said he expects in-
dividual members in the future

to form consortia that will apply
for corporate membership with
limited liability.

"I am convinced that individ-

ual membership will decline
until it disappears," said Mr.
Seel. Investors will be more at-

Continued on page 62

Analysts optimistic
about brokers' future

 But officials see little change from 1992
By SALLY ROBERTS

The year may be different, but
the song remains that same: Bro-
kers are continuing to rely on
new business development and
expense controls to counteract a
dismal operating environment.

But while low interest rates,

a sour economy and generally
flat insurance rates continued to

hold down the publicly held bro-
kers' revenue growth in the first
quarter of 1993, analysts say a
new tone of optimism has
emerged.

Brokers' outlook in general is a
"little more bright and shiny,"
even though there is no turn in
the market, said Vanessa Wilson,

equity research analyst with The
First Boston Corp. in New York.

"They have hit bottom," and
are now poised and ready for
good things to start happening.
"Things can only get better from
here. What else could go wrong?"
Ms. Wilson asked.

"There are a lot of things going

(the broker's) way," contends Ira
Malis, a principal at Alex Brown
& Sons Inc. in Baltimore. "Bro-

kers are coming out of a bad eco-
nomy," and results have no place
to go but up, he said.

While brokers are indeed opti-
mistie about rate increases for

property insurance in coastal
areas and overseas and for spe-
cialty lines like aviation and ma-
rine insurance, price hikes have
yet to hit casualty lines and
really make a difference to their
bottom lines.

"We're finally seeing some re-
lief in some areas of the market,
but not enough to change the
year," said Michael J. Cloherty,
vp-finance for Arthur J. Gal-
lagher & Co. in Itasca, Ill. "We're
expecting a year similar to '92
overall," with a continued need
to produce new business to
achieve growth, he said.

In addition to the soft market,
brokers continue to feel the ef-

fects of low interest rates, which
Continued on page 59
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E.W. Blanch completes IPO
Continued from previous page
until March, when it became E.W. Blanch Holdings Inc. and issued
12.3 million shares to partners in exchange for their partnership inter-
ests. Chairman and CEO E.W. Blanch sold 38% of his 3.8 million

shares, reducing his stake to 16.6%. President Michael W. Cashman
Sr. retained his 1.7 million shares and 12.3% stake. Blanch directors

and officers now own about 36.8% of the outstanding shares.

Motion says ELIC deal illegal
LOS ANGELES-An enhancement agreement between the Na-

tional Organization of Life & Health Guaranty Assns. and California
regulators to make whole policyholders of Executive Life Insurance
Co. is illegal and cannot be executed, asserts a new motion filed in
the ELIC rehabilitation saga.

Under the NOLHGA enhancement agreement, guaranty funds in
more than 40 states will subsidize payments to California policyhold-
ers who by law are only entitled to an 80% reimbursement, asserts the
motion filed Thursday in Los Angeles Superior Court.

Insurers' liability under the California Life Insurance Guaranty
Assn. law that took effect in 1991 was limited to 80% of the $100,000
per-policyholder cap because the state Constitution does not allow
insurers to offset premium taxes by the amount of guaranty fund
assessments, the motion says.

The NOLHGA enhancement agreement also violates a section of
the California Insurance Code that limits guaranty fund payments
on contracts that pay excessively high interest rates, which is what
ELIC was famous for, asserts the motion by attorney Arthur F. Fer-
genson, with Weinberg & Green in Baltimore. He represents un-
derwriters of municipal bonds backed by ELIC guaranteed invest-
ment contracts.

Judge Kurt Lewin declined to rule on the motion, instead asking
NOLHGA to submit a brief explaining why it supports the latest
version of the ELIC rehabilitation plan rather than efforts to rescind
the plan that would cost member guaranty funds much less.

Mr. Fergenson last month filed a motion seeking rescission of the
ELIC junk bond sale to French investors, alleging the bonds now are
worth about $2 billion more than their original $3.2 billion purchase
price (BI, April 26).

Meanwhile, in a related move, Pennsylvania's insurance commis-
sioner and attorney general last week joined a class-action suit aimed
at protecting the pensions of about 6,000 Unisys Corp. employees and
retirees whose pension funds were invested in ELIC group annuities.
The group seeks coverage from the state guaranty fund, which only
covers individual annuity contracts.

Jobs lost due to workers comp
LONG GROVE, Ill.-About 40% of policyholders responding to a

Kemper National Lnsurance Cos. survey say they either have elimin-
ated jobs or have not created them in California because of the state's
troubled workers compensation system.

Kemper surveyed about 2,500 California policyholders in April.
More than 1,000 respondents reported that a total of 10,029 jobs had
either been eliminated or not created because of the state's workers

comp problems.
Respondents were also asked to rank six possible reform measures

in order of importance. Ranked first was fighting workers compensa-
tion fraud. Ranking below that in order were: reducing litigation and
the involvement of attorneys in the workers comp claims process;
reducing the number of stress claims; lowering health care Costs;
increasing incentives to return to work after an injury; and placing a
cap on the cost of vocational rehabilitation programs.

Arizona enacts tort reforms
PHOENIX-A menu of tort reforms drafted with the aim of reduc-

mg excessive litigation without lirniting damage payments has been
signed into law in Arizona.

The Injury Compensation Reform Act, introduced by Senate Presi-
dent John Greene, R-Phoenix, permits subrogation by automobile,

Continued on page 62

Errors & Omissions
• Robert Pallari is senior vp of Legacy Health System, not Access

Health Marketing Inc. as was reported in the May 3 issue.
• Richard Clayson, former governmental insurance adviser in the

Bahamas, left the post at the end of 1992 when his three-year contract
was not renewed. He was not dismissed as was stated in an April 26
story.

• Information supplied by a broker for an April 19 story did not
take into account a reduction in insured property values in report-
ing a 50% drop in property insurance premiums for the city of Erie, Pa.
Excluding the city's water authority, which obtained separate cover-
age this year, the city's premiums dropped by 20% in 1993.

• The following companies do not employ members of the Society
of Risk Management Consultants as reported in the the March 8 di-
rectory of risk management consultants: Arlington Associates Inc.;
CitySide Associates Inc.; EQE International Inc.; Jardine Risk Man-
agement Inc.; McGee Risk Management Services; National Medical
Advisory Service; PRC Environmental Management Inc.; Professional
Risk Management Consultants; Stone & Webster Management Con-
sultants Inc.; and Tiller Consulting Group Inc. Also, EX Bain Consul-
tants Ltd. was incorrectly listed as an SRMC member; it is a member
of the Ontario Society of Risk Management Consultants.

In addition, First Risk Management Co. had 40 corporate and insti-
tutional risk management clients in 1992, not 40 association clients.

Salvaged work comp law
to trim Kansas rate hike

By MEG FLETCHER

TOPEKA, Kan.-An all-night
negotiating session by Kansas
lawmakers helped transform a
vetoed workers compensation re-
form bill into a viable measure

that Gov. Joan Finney has agreed
to sign, perhaps as early as this
week.

Representatives for employers,
insurers and labor, all of which
generally support the more than
40 changes in S.B. 307, now are
awaiting an estimate by the Na-

tional Council on Compensation
Insurance of the cost savings the
bill will provide. In light of the
savings, employers hope the
NCCI will pare-or eliminate-
its pending request for a 21.3%
workers comp rate hike.

The vetoed bill, known as the
Senate version of H.B. 2354, was
estimated to provide savings of
8.3% to 11.4%, said Peter
Strauss, legislative manager for
the NCCI's Western region.

"The new measure is expected
to produce nearly the same level

of savings," said Mark Skinner,
counsel with the American In-
surance Assn. in Houston.

Kansas Insurance Commis-

sioner Ron Todd is expected to
rule on the NCCI's revised rate

request within the next two or
three weeks.

"Reform was the No. 1 legisla-
tive priority for the past two
years," said Mike Taylor, the
NCCI's director of government
affairs for the Western region.

"Reform was driven by some
Continued on page 61

Texas Medical Society requests state investigation

HMO denials questioned
By NANCY JOHNSON

HOUSTON-The Texas Medi-

cal Assn. is taking the unusual
step of asking the state Insurance
Department to investigate the
denial of three claims by a health
maintenance organization.

By pressing for an inquiry, the
physicians' group hopes to re-
duce what doctors see as a quag-
mire of red tape and improper
claim denials.

This action marks the first

time in the past two years that
the medical society has gone be-
yond its usual procedure of
meeting with network represen-
tatives to resolve disputes.

Meanwhile, a spokesman for
the HMO counters that its ac-
tions on the claims were within
bounds of the normal managed
care process.

Acting on complaints from
three Houston doctors, the medi-

cal society last month sent the
Texas Department of Insurance a
letter asking it to investigate
whether Travelers Health Net-
work of Houston followed re-

quired standards when it denied
payment for medical care to the
doctors' patients.

The three procedures in ques-
tion were a breast reduction, a
tonsillectomy and hospitaliza-
tion for a diabetic patient with

Continued on page 63

Chubb forms Bermuda unit
New subsidiary
to write finite risk,
other coverages

By ROGER SCOTTON

HAMILTON, Bermuda-A new
Chubb Corp. subsidiary, capital-
ized at about $20 million, is ex-
pected to begin underwriting fi-
nite risk reinsurance and other

pr6grams on June 1.
Chubb Atlantic Indemnity Ltd.

is domiciled in Bermuda but will
have no offices there. The com-

pany will be managed by Inter-
national Risk Management
Group Ltd., said John Stites,
president of the new unit. Mr.
Stites will remain in Warren,
N.J., where he is manager of the
Chubb & Son Inc. alternative

risk transfer department.
"We're looking at writing fi-

nite risk and other reinsurance

mechanisms," as well as some
excess workers compensation
and other traditional programs,
said Mr. Stites.

"We could also look at stream-

lining some group programs and
consolidated multiple policies
that may be easier to write in
Bermuda," he said.

Chubb Atlantic Indemnity will
offer "blended finite risk pro-

Continued on page 62

Not all calm after the storm
Andrew cleanup may tarnish insurers' image, executive says

By LOUISE KERTESZ image, Mr.

SAN FRANCISCO-Unre-

paired damage from Hurricane
Andrew is threatening to turn
what had been one of insurers'
prouder moments into a public
relations disaster.

Insurers already have paid out
$14 billion to $16 billion in An-
drew claims, by far the most ever
doled out for a single disaster.
And both regulators and con-
sumer groups have generally
given insurers high marks for

their response to the disaster.
Yet large tracts of destruction

remain, which could give insur-
ers a black eye despite their best
efforts, said David C. Cruik-
shank, president and chief exec-
utive officer of Service Insurance

Co. of Bradenton, Fla.
"I was down there a week ago,

riding around, looking at the
area, expecting to see 95% of the
area cleaned up. We're nowhere
near that," he said.

The unrepaired damage from
the hurricane hurts the insur-

Inside
1 The business plan released by Uoyd's of London will
serve as a road map for the market's march to recovery,
this week's editorial says. PAGE 8

+ Sturge Holdings P.L.C. is closing eight Lloyd's syndi-
cates to streamline its operations and shed unprofitable
business. PAGE 55

+ The Nordic insurance market's future prospects aren't
bright, a Standard & Poor's report states. PAGE 55

,•0 The House Ways and Means Committee is expected
to pass legislation this week that would reduce pension
benefits for highly compensated employees. PAGE 61
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ance industry's
Cruikshank said.

"We're going to have to face
that image because the frustra-
tion has got to be building," he
said. "There are many, many
homes that are vacant, many
roofs that haven't been repaired.
We've got a long way to go. When
you get a block, two blocks off
the main road-the garbage, th,>
trash that's there," he said.

Insurers in Florida recently es-
timated that only 15% of homes

Continued on page 63
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3 1 EVENTS

Gregory Hidden, left, and
David Mair contend that

precise planning is crucial
to special event risk
management.

f

Special events a big challenge
in the risk management arena

Pre-event planning is a winning strategy, risk manager says
By MICHAEL SCHACHNER

REPORT

ORLANDO-Risk managers should
keep in mind two important facts
when coordinating a special event:
No two events are identical. The few

events that are similar are that way
by accident.

It's the nature of the beast-man-

aging the risks surrounding a special
event is one of the most challenging
tasks in the risk management field.
However, when done properly, it is
also very rewarding, according to one
risk manager who deals almost ex-
clusively with special events.

From brand-new venues, to guests
who consume too

much beer, to the
unreasonable de-

mands made by en-
tertainers who

want everything
done exactly their
way, special events
risk management is
a breed of risk

management unlike any other, in-
sisted David L. Mair, risk manager
for the U.S. Olympic Committee in
Colorado Springs, Colo.

"The nature of our job is to protect
special event participants and atten-
dees from the hazards of the events.

,This responsibility is constantly
changirg. The key to every individual
event is identifying risk, figuring out
how much you can lose and then
managing it," he said during a ses-
sion at the 1993 Risk & Insurance

Management Society Inc. conference
last month in Orlando.

Unlike day-to-day corporate risk
management, in which decisions are
made periodically and have longer-
lasting effects, managing the risks of
special events requires a risk man:
ager who can plan and evaluate every
project in a different way.

"You have three basic options for
special events, and only two are ac-
tually viable," Mr. Mair said. "You
can avoid the risk, which really isn't
an option. You can assume the risk if
you're a large entity, but you proba-
bly cannot if you're a non-profit or
small. Or, you can transfer the risk to
an independent contractor or to an
insurer, which is what most of us do,

to a varying degree."

Mr. Mair said risk management for
special events consists of three basic
phases: pre-event planning, concur-
rent evaluation and post-event re-
view. All are necessary, and each
plays an equal role in the overall risk
management process, he said.

Pre-event planning begins with the
risk manager examining the facility
or venue where the event will take

place.
"Every site poses different kinds of

exposures, whether it be a park, a
concert hall or whatever.· If you're
having a company softball game, you
look over the field realizing that clo-
ver and flat-soled tennis shoes don't

mix,'' Mr. Mair
said.

When evaluating
a venue, issues that
should always be
considered include:

• Is the event

being held indoors
or outdoors?

• Are all en-

trances and exits accessible and

clearly marked?
• In what shape are the floors,

walkways and surface conditions?
• Are stages or bandshells perma-

nent or temporary, and who built
them?

"It's also good to know if the com-
pany that built your bleachers is at
risk if they happen to collapse," Mr.
Mair said.

• Are stairs, ramps and seating
areas free from debris and obstacles,

and can people move in and out
freely?

• Do the restrooms work and are

they unlocked?
"This is very simple, but very im-

portant. The last thing you need is to
have a festival ongoing with nothing
but padlocked bathrooms," he said.

• Who has access to storage and
service areas? "This is especially im-
portant if you're responsible for val-
uables. Teen-age kids love expensive
sound equipment and road signs,"
Mr. Mair said.

• Is the event site accessible to

people with disabilities?
After examining the venue, risk

managers must consider how to man-
age the risk to participants and at-
tendees.

"Most important here is knowing
whether those in attendance will be

involved in activities. Sports are
usually free from crowd participa-
tion, but parades and exhibitions
often involve audience participa-
tion," he noted.

Mr. Mair also advised risk manag-
ers to collect certificates of insurance

in advance from service contractors

and to make sure they're covered as
an additional insured under the con-
tractors' policy.

"If you don't collect in advance,
you'll be in an adversarial situation if
a conflict arises. And don't expect
that your contractor has his own
workers compensation coverage be-
cause if he doesn't, those workers be-
come yours," he said.

Having enough support services in
place can also facilitate a special
event.

Some examples of necessary sup-
port services include having ample
communications like cellular phones,
having medical and security person-
nel ready to respond if necessary and
having maintenance and housekeep-
ing staff ready.

Lastly, traffic and parking control
are musts. "Pedestrians and moving
cars don't mix well," Mr. Mair
quipped.

Once the day of the event arrives,
the risk manager's job still is not
complete, added Gregory "Red" Hid-
den, director of risk and insurance
services for American General Hospi-
tality Inc. in Dallas, and voluntary
risk manager for USA Hockey Inc.

"If you're sitting back watching the
event, you're not practicing risk man-
agement," he warned. "The key is to
manage by walking around. On-site
risk management is vital considering
your pre-event plan never goes 100%
as expected."

"See how security is operating and
make sure your liquor exposure is not
getting out of hand," Mr. Hidden ad-
vised. "Too much wine or beer can

turn a placid crowd into something
much less desirable."

"The size of the containers you're
serving and the length of sales plays
a big role in your alcohol exposure,"
he added. "A 32-ounce beer cup can
be much more problematic than a

Continued on page 54
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Marketwide turn

seen by RIMS-goers
by January renewals

By JAMES M. BURCKE

ORLANDO-Rates will begin to rise for all lines
of property/casualty insurance by January 1994 re-
newals, say two-thirds of the RIMS conference reg-
istrants responding to a survey by Business Insur-
ance.

However, most of the survey participants expect
the market turn to be much more mild than the turn

in the mid-198Os: More than 80% said that prices
would not rise by more than an average of 20% upon
renewal after the market finally does turn.

The biggest price hikes will be felt by risk manag-
ers renewing workers compensation coverage and
primary and excess property coverage, the survey
found.

The third annual Business Insurance One-minute

Opinion Poll was conducted April 25-28 at the BI
booth in the Exhibit Hall of the Risk & Insurance

Management Society Inc. conference in Orlando. Of
the 360 RIMS conference registrants who partici-
pated in the survey, 53% were risk managers.

Twenty-nine percent of the respondents said that
the property/casualty insurance market most likely
will turn across all lines during January 1994 re-
newals. However, 21% expect the market to turn by
July, while another 18% expect rates to rise across
all lines by September.

Fifteen percent did not expect the insurance mar-
ket to turn until July 1994, while 14% said a market
turn would not occur until late 1994-at the ear-

liest. And, 3% said the market would never turn.

Several of these respondents explained that prices
will never again rise across all lines of coverage at
the same time.

While most of the respondents expect the market
to turn within nine months, the price increases
may not be as severe as in previous hard markets.
Forty-six percent of the respondents said rate in-
creases will average between 10% and 15% once the
market does harden. Another 36% of the survey par-
ticipants said the price hikes will average between
16% and 20%. And 0.5% of the respondents said av-
erage rate increases will be less than 10% even after
the market turns.

On the other end of the scale, 15% of the respon-
dents expect rates to rise an average of 20% to
50% once the market hardens, while 2% expect rate
increases of 50% to 100%, and 0.5% say rates will
jump more than 100%.

The biggest rate hikes, according to 42% of the
survey respondents, will include workers compen-
sation insurance. In addition, 40% said the steepest
rate increases will be assessed for primary property
insurance, while 38% predicted rate hikes for ex-
cess property coverages to be among the steepest.

Twenty-nine percent expect big jumps in prices
for primary liability insurance, while 24% say that
rate hikes for excess liability coverage will be
among the steepest. And, 21% of those surveyed are
bracing for big rate increases for both professional
liability and directors and officers liability insur-
ance once the market turns.

Percentages exceed 100% because respondents
Continued on page 54
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Battles continue over ad injury endorsement
Uncertainty reins over the intent behind this coverage

By JOANNE WOJCIK

ORLANDO-While policyhold-
ers have won the latest round in

the high-stakes battle over adver-
tising injury

I[Elcoverage, insur-
ers maintain

that they never
I.,0..

intended to pro-
vide such broad

protection.
That conflict leaves risk man-

agers uncertain as to whether they
can count on the coverage when
they need it.

As one risk manager put it fol-
lowing a session at the 1993 Risk
& Insurance Management Society
Inc. conference in Orlando:

"It's like buying a car that comes
with a lot of options, but the
sticker doesn't list them. Instead it

just says you get the car plus 'other
options.' And when you ask the
dealer whether the 'other options'
include air conditioning, he tells
you, 'When you're driving down
the road in the middle of August
and you press the air-conditioner
button and cold air comes out,
you've got air conditioning. If it
doesn't, you don't. , "

The advertising injury provision
was added as an endorsement to

comprehensive general liability in-
surance policies in the early 1970s
after Lloyd's of London began of-
fering the coverage as part of a
new umbrella program called

"Bright New Star," explained Ro-
bert M. Horkovich, an attorney
with Anderson, Kill, Olick &
Oshinsky in New York.

In 1973, the Insurance Services
Office Inc. included advertising li-
ability in a "package" of 12 cover-
age endorsements to the standard
CGL policy.

Today it can be found in the
1973 CGL form, the 1973 endorse-
ment, the 1986 commercial general
liability policy form and the 1986
CGL endorsement, all of which are
still being sold, according to Mr.
Horkovich.

Recently uncovered documents
from ISO indicate that when sell-

ing the advertising injuiy coverage
provision, insurance companies re-

presented that the endorsement
was part of "the broadest package
of coverage available to the aver-
age insured." he said.

According to ISO's explanatory
memorandum filed with state in-
surance regulators in 1976, "adver-
tising injury covers the insured for
various types of injuries such as pi-
racy, unfair competition, infringe-
ment of copyright, etc., arising out
of the insured's advertising, pro-
motional or publicity activities."

However, just because ISO is-
sued a particular form doesn't
mean all insurers follow all of its
provisions, noted William Savino,
an insurance defense attorney with
Rivkin, Radler & Kremer in Un-
iondale, N.Y.

For example, an insurer could
make variations in the basic ISO
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built one of the world's most

comprehensive global networks
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Whether you're an emerging
business or an established multi-

national, our objective is to
reduce uncertainty and maximize
financial control. We'll work with

you to solve your risk manage-
ment problems and free up
capital for more productive uses.

The Global View

When it comes to international
service networks, there are two
kinds owned and not. We prefer
the former, because ownership
control provides for quality control

Alexander & Alexander's global
network is second to none. We
have offices in over 80 countries
and more than 300 cities.

For global clients that translates
into continuity ofcoverage,
exceptional technical expertise,
and the ability to deliver consistent
service...anywhere in the world.

The Local View

In today's economy, global organi
zations aren't the only ones with
risk management challenges.

Ifyou're like most mid-sized
firms, you probably don't plan to
stay that way forever. And even if
rapid growth isnt in your future,
the impact of the global economy
cannot be ignored.

That's why companies today,
whatever their size, need a full
service risk management partner.
With the global experience to
address their changing needs.

For solutions, worldwide, one
thing is certain. We can apply the
lat:est risk management techniques
wherever you operate. Plus access
to insurance markets the world
over.

Alexander
8Apexander
Solutions...Worldwide.

language, such as eliminating cov-
erage for "piracy," he said.

Since 1976, "Courts have found
insurance coverage under the ad-
vertising injury coverage provision
for such offenses as copyright in-
fringement actions, trademark in-
fringement actions, patent in-
fringement actions, antitrust
violations, unfair competition, def-
amation and privacy violations,"
said Mr. Horkovich.

One recent battle was won by
Microsoft Corp., which sought cov-
erage to pay attorneys' fees it in-
curred defending a 1988 copyright
infringement lawsuit by Apple
Computer Corp.

A federal judge ruled that Mi-
crosoft's insurers-Chubb Corp.
units Federal Insurance Co. and
Great Northern Insurance Co.-

had a duty to pay the software
maker's defense costs.

Last month a U.S. District Judge
in Seattle rejected a motion to re-
consider the decision, according to
Mr. Horkovich.

Less than a year earlier, insur-
ers prevailed in a case before the
California Supreme Court. In Bank
of the West us. Superior Court, the
court ruled that claims under the
state's Unfair Business Practices
Act are not the same as "unfair

competition" as the term is used in
the advertising injury provision
(BI, Aug. 3,1992; May 25,1992)

Nor, the court ruled, did the al-
leged conduct occur "in the course
of" the bank's "advertising activi-
ties," as the provision requires.

Insurers have maintained that
coverage is only triggered by an
injury "arising out of an offense
committed during the policy pe-
riod occurring in the course of the
named insured's advertising activi-
ties."

"That language means any kind
of advertising, not selling," Mr. Sa-
vino asserted. "You have to apply
common sense and context."

For example, patent infringe-
ment results from manufacturing,
not advertising, yet policyholders
are seeking defense costs and in-
demnification in such cases, he
noted.

Even in Federal Insurance Co.
vs. Microsoft, the court validated
the cause-and-effect relationship
between advertising and injury,
Mr. Savino said.

In addition, the advertising in-
jury coverage was but one of 12
"fringe" coverages included in a
"package," Mr. Savino said. The
other coverages were: contractual
liability; premises medical pay-
ments; host liquor law liability;
fire legal liability; broad form
property damage liability, includ-
ing completed operations; inciden-
tal medical malpractice liability;
non-owned watercraft liability;
limited worldwide liability; addi-
tional persons injured; extended
bodily injury; and automatic cov-
erage for newly acquired organiza-
tions.

"There were 12 'fringe' cover-
ages, taken together as a package,
which the insured could not go out
and buy separately," Mr. Savino
asserted.

"The premium charged for the
coverage, likewise, was an indica-
tor as to the breadth of the cover-
age," he added.

"If this coverage is so broad,
then why do we need D&0 cover-
age? Why do we need environmen-
tal coverage?" Mr. Savino asked.
"The most important thing is read-
ing it in context. You can't just ex-
cise things from an insurance con-
tract and interpret them."

The session was moderated by
Spencer Rankin, director of risk
management for Madison, N.J.-
based Schering-Plough Corp.

Mr. Horkovich coordinated the
session. lai
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do Special Risk underwriting. When you add our financial strength
and A+ AM. Best Rahng, it's little wonder Wausau was

a natum! selection for CML

 =WAUSAU
'1 hI NATIONWIDENNSURANCEGROUP

PROPERTY - HPR - SPECIAL RISK-

.* *

Jllrwh Wausau Insurirce Companies,
- . <.1. I

\
/1---

4. 1
4

I.

4.

JA C

*1·

2000 We*twood Drive,. Wausau, Wisconsi 401 e n 1

·*k

42-5408



6 / Business Insurance, May 10, 1993

Financial insurance catching on slowly
Accounting for risk transfer continues to be an obstacte

By JUDY GREENWALD

ORLANDO-While financial

insurance is a market risk man-

agers should be familiar with,
corporations

-imi
remain con-

cerned about

this risk fin-

REPORT ancing method.
"We've gone

to the dance a couple of times,
but we've come home alone,"
said Michael W. Bryant, director
of insurance for Westinghouse
Electric Corp. in Pittsburgh, de-
scribing his company's involve-
ment with the financial insur-

ance market.

The issue of accounting for

risk transfer is one area of con-

cern, said Mr. Bryant during a
session on financial insurance

case studies at the 1993 Risk &

Insurance Management Society
Inc. conference last month.

He pointed to Financial Ac-
counting Standard 113, issued by
the Financial Accounting Stan-
dards Board, which calls for risk
transfer in reinsurance contracts

(BI, April 26).
Some observers have pointed

out that FAS 113 applies just to
financial reinsurance, not to di-

rect insurance, so the risk man-

ager need not worry about it, Mr.
Bryant said.

But, he cautioned, "The ac-
countants read all the stan-

dards," and it could influence
how they regard a financial in-
surance deal. "Essentially, a risk
that we have is that accountants

will become more conservative"

in how they account for these
deals, he said.

Another issue is what happens
to the cash that is used to finance

loss accounts under these deals,

said Mr. Bryant.
Under a financial insurance

transaction, an insurer essen-

tially sets aside the premium into
a separate account or fund,
which is returned, less any ad-
ministrative charges and losses,
with interest.

But with short-term rates cur-

rently low, the income generated

in loss accounts is not very much
and could be substantially less
than the policyholder could
make by using it in its own busi-
ness, said Mr. Bryant.

Another issue is the transfer

costs or expenses connected with
the deal, said Mr. Bryant, sug-
gesting corporations look at the
bottom line. "Is the transfer cost
worth the benefit?" The answer

many times is "yes," he said.
Mr. Bryant said that when

Westinghouse investigated one
financial insurance deal for it-

self, it concluded "we just didn't
need the loss smoothing at the
end of the day." Another deal
turned out to be unnecessary be-
cause the exposure, it turned out,
did not exist.

Cost was the reason why Pep-

7Fheinspiration Brournew ClubWorld seat

With an adjustable lumbar support, a newly designed footrest and the privacy of side headrests, you'll
think you're flying on cloud nine. M the way we make youfeel that makes us the world's favourite airline.

BRITISH AIRWAYS
Theworldk favourite airline®/

siCo Inc. decided against a finan-
cial reinsurance deal, said Ste-
ven H. Lawrence, director-risk

management and insurance for
the Purchase, N.Y.-based com-
pany. He spoke during a related
RIMS session on risk and finan-

cial management leadership.
"Our financial management

likes certainty and is sometimes
willing to pay a cost to get cer-
tainty vs. uncertainty." However
in this case, PepsiCo's manage-
ment decided a proposed pro-
gram, which would have cost
$15.4 million, was too expensive.

While PepsiCo decided against
the deal, if the options improve,
"we'll always go back andevalu-
ate these programs,'' Mr.
Lawrence said.

The advantages of using finan-
cial insurance programs by the
large insurance buyer were out-
lined during the session on fi-
nancial insurance case studies by
Martin H. Scherzer, vp at John-
son & Higgins in New York.

Among them are:
• It allows for a graduated as-

sumption of additional risk, pro-

tecting the policyholder from the
one-in-100-year loss.

• Policy forms and financial
structures are completely custo-
mized to the specific transaction
and client. The typical deal
starts out as a "nicely blank
piece of paper," he said. "There's
no such thing as a standard con-
tract. That gives you great op-
portunity to do what you want."

• There is the potential for
significant cost savings. While
cash flow may be higher now, the
ultimate cost may be a lot lower
than the traditional program,
said Mr. Scherzer.

• It can interact with the poli-
cyholder's captive insurance
program.

• There is a stabilization of

losses.

• "It enables you to leverage
off of your strength," said Mr.
Scherzer. With many corporate
buyers now stronger than insur-
ers, it allows you to "make use of
that financial strength you
have," he said.

• It protects the policyholder
from disruptions in its future
earnings caused by "latent liabi-
lities."

"You're capable of doing this
with an orderly, non-dramatic
impact," said Mr. Scherzer.

• Multiyear contracts provide
stability of coverage and pricing.

"You're going to know exactly
where you stand," he said. "You
will know every term and condi-
tion at the start of your contract.
Every term and condition will be
clearly identified upfront."

• Significant capacity is avail-
able to insure large exposures.

• There is the ability to insure
otherwise uninsurable expo-
sures.

Also speaking at the financial
insurance case studies session

was David K. Wasserman, presi-
dent and chief executive officer

of Centre Reinsurance Co. of
New York.

The session was moderated by
Richard H. Klovstad, vp-risk
management and insurance at
PNC Bank Corp. in Pittsburgh,
who said PNC has not yet pur-
chased financial insurance, but
"we're very, very close to making
a decision."

Also speaking at the session on
risk and financial management
leadership was J. Scott Bradley,
senior vp for Centre Reinsurance
Cos. in Bermuda.

The coordinator was Lloyd
Kelley, senior vp-advanced risk
management services for Willis
Corroon Corp. in Nashville
Tenn. Ell
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Opinions

Mapping the road to survival
T LOYD'S OF LONDON'S business plan is a
-Lfbold, radical and promising proposal for guid-
ing Lloyd's in its march to financial recovery.

The fact that Lloyd's of London-which for more
than 300 years has been run as a society rather
than a business-has offered this comprehensive
business plan shows how far Lloyd's has traveled
down the road to recovery in the past two years.
Such a document would have been unimaginable
several years ago.

While support for the business plan is wide-
spread (see story, page 1), some Lloyd's members
are disappointed that the plan does not do more to
resolve disputes between members and under-
writing and members' agencies. That is not the
purpose of the business plan. The plan is meant to
serve as a map for future business operations, and
we'think it plots a good route.

To survive, Lloyd's must attract more capital-
clear and simple. No insurance market can con-
sider itself strong when its capital shrinks by 25%
in two years. The best method for Lloyd's to attract
new capital-whether from individuals as in the
past or from corporations as it proposes in the fu-
ture-is to show that it is indeed a well-run busi-

ness, just as a company listed on a stock exchange
must inspire investor confidence to attract capital.
Lloyd's is attempting to win investor confidence in
several ways, most significantly by cutting costs
and by consolidating liabilities.

While the lion's share of publicity has been given

to the huge claims that have swamped Lloyd's syn-
dicates over the past decade, a significant portion
of Lloyd's losses can be attributed to the market's
bulging overhead. By streamlining its operations
and reducing headcount in an attempt to cut ex-
penses by 30% over two years, Lloyd's is promising
future investors that their money will not be
squandered through inefficiency.

It will also be more efficient-and thus less

costly-for Lloyd's syndicates to consolidate their
pre-1985 liabilities into a central runoff company,

Letters
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dubbed "NewCo." Current members will be insu-

lated from the constant parade of cash calls stem-
ming from these old years of account, and new
members will be insulated from these liabilities.

In any proposal, there will be winners and losers.
Some suggest that the business plan is not fair to
members who quietly paid their losses on pre-1986
years of account and have left Lloyd's. They're
probably right. But, we frankly can't see any other
way for Lloyd's to get its house in order.

Make no mistake: Lloyd's still has a long way to
go before its problems are finally behind it. A set-
tlement of the disputes between names and agents
over losses must be found, and it likely will be up
to Lloyd's leadership to help find that solution.

But, we believe the business plan sends a strong
signal to potential investors, policyholders and
those working in the market that Lloyd's can solve
its problems and provide needed capacity in the
world insurance and reinsurance marketplace.

Comparison between PBGC and S&Ls is valid
To the editor: Despite the assertion.

in the May 3 editorial, "PBGC Woes
Unlike S&L Mess," comparing the
PBGC to the S&L mess is valid. It is a

comparison that has been used by the
General Accounting Office, the Con-
gressional Budget Office, the Congres-
sional Research Service, the Federal
Reserve Bank in Atlanta and many edi-
torial writers, including yourselves.

The PBGC, just like the defunct Fed-
eral Savings & Loan Insurance Corp.,
is an unsound government insurance
program fraught with moral hazards.
Savers went for the highest interest
rates even though S&Ls were foun-
dering. Some companies, pension plan
participants and unions negotiate ben-
efit increases even though the plan
sponsor cannot honor their commit-
ments because there is a PBGC guaran-
tee. Creditors do not complain because
the promises require little cash and the
PBGC's priority in bankruptcy pro-
ceedings are not honored by courts.
They expect the well-funded pension
plans to pay for broken promises.

The Bush administration never sug-
gested that the PBGC's problems were
the size of the FSLIC's, but where I
come from tens of billions of dollars

still is a real problem. We always said
that the pension system was healthy
and that there was not significant
fraud. But even in the S&L world, the

greater portion of the losses was
caused by the moral hazards of an un-
sound insurance system.

The normal partnership between an
insurer and an insured to reduce losses

is missing. Funding, guarantee and
bankruptcy reforms will install the
proper risk management partnership.

I am troubled to hear that the Clin-
ton administration's reforms will not

be ready until September rather than
May, as earlier promised. I hope it is
not because several major unions are
negotiating pension benefit increases
this summer and the administration

does not want PBGC reform to inter-

fere with health reforms. Maybe we are
discovering a new moral hazard.

Marty Slate's comment that cash
flow will pay benefits "as far as the eye
can see" smacks of the disastrous

cash-flow underwriting in the prop-
erty/casualty insurance market of the
early 1980s. The deficit hole will be as
deep as the eye can see when the cash

runs out. It is like saying that as long
as the government can continue to
raise taxes to pay interest on the fed-
eral deficit, we should not worry about
the size of the deficit.

It worries me that the current cam-

paign to distort and ignore the real
S&L analogy may be an excuse for in-
action that will hurt retirees, the em-
ployers that pay premiums to the
PBGC and the overall defined benefit

pension system. As you rightly suggest
in the latter part of the editorial, re-
forms are needed. The groundwork has
been laid and the Clinton administra-

tion should get on with it.
James B. Lockhart

Managing Director
Smith Barney, Harris,

Upham & Co. Inc.
New York

• Mr. Lockhart was executive director

of the PBGC during the Bush adminis-
tration.

Two reforms for the price of one?
To the editor: There is a way to ob-

tain product liability reform: Tie it
into the national health care reform

process (BI, April 5).
If everyone's medical bills were paid,

we could get back to a system of strict
liability.

Of course, this would have

tremendous opposition from the trial
lawyers.

Theodore M. Pappas
President

The McLaughlin Co.
Washington, D.C.

1

Business
Insurance®

Reporting weekly for corporate risk,
employee benefit and financial executives

Publisher/Editorial Director Kathryn J. Mclnly,e, A.R.M. (Chicogo)

Editor: James M. Burcke (Chicago;

Editor-at-Large: Jerry Geisel (Washington)
Managing Editor: Paul D. Winston (Chicago)

Assistant Managing EditodNews: Timothy Stanton (Chicago)

Assistant Managing Editor/Graphics: Jeanne M. Bartels (Chicogo)
International Editor: Stacy Shapiro (London)

Senior Editors: Dave Lenckus (Chicagoj

Douglas Mcleod (New York/

Bureau Chiefs:

Copy Editors:

Associate Editors:

Staff Reporter:

Directory Editor:

Assistant Diredory Editor:
Editorial Assistant:

Assistant to the Publisher:

Editorial Cartoonist:

Advertising Director:

Eastern Advertising Manager:

Midwest Advertising Manager:
Distrid Managers:

Production Manager:

Diredor of Communications:

EDITORIAL:

ADVERTISING:

COMMUNICATIONS:

CIRCULATION:

Michael Schachner (New York)

Joanne Woicik (tos Angeles)

Regis J. Coccia (Chicago)

Sara J. Harty (Chicago)

Sarah E. Polster (Chicago)

Roseanne White (Chicago)
Michael Bradford (Do//as)

Meg Fletcher, A.R.M. (Chkago)

Judy Greenwald (San Jose)

Mark A. Hofmann (Washington)

Nancy Johnson (Chicago)

louise Kertesz (los Angeles)

Sara Marley /Chicago)

Deborah Shalowitz (Chicago)

Gavin Souter (New York)
Christine Woolsey (Chicago)

Sally Roberts (Chicago)

Kathy Welyki (Chicogoj

Cynthia L. Bloom (Chicago)
Kerry A. Dziubek (Chicago)

Karen Brown (Chicago)
Roger Schillerstrom (Chicago/

Martin J. Ross Ill New York)

Stephen P. Lincoln New York)

Robert L Niesse (Chicagol

Cynthia Bykowski (New York)

Margaret Hikido (Chicago)

Charles A. Horvath New York)

Thomas P. Loffus (New York)

Deborah D. Neale /Chicago)
Kathryn Premetz New York)

Elmer Kerstowske (Chicago)

Ronnie I. Drachman (New York)

Chicago:
Dallas:

London:

Los Angeles:
New York:

Son Jose:

Washington:
New York:

Chicago:
Los Angeles:

New York:

Detroit·

312-649-5398

214-363-1066

71-608-1172

213-651-3710

212-210-0100

408-379-1790

202-662-7200

212-210-0228

312-649-5276

213-651-3710

212-210-0132

800-678-9595

Published by Crain Communications, Inc., Chicago

Founder G.D. Crain Jr.

Chairman Mrs. G.D. Crain

Vice chairman Keith Crain

President Rance Crain

Chairman-executive committee S.R. Bernstein

Treasurer Mary Kay Crain
Secretary Merrilee P. Crain

Executive vice president-operalions William A. Morrow

Vice president-circulation William Strong
Vice president-production Robert C. Adams

Published weekly at 740 Rush St., Chicago, 111. 60611-2590, Telex 6871241,
Fax 312/280-3174, Cable CRAINCOM. OHices: 220 E. 42nd St., New York.

N.Y. 10017-5806, Fax 212/210-0704, CRAIN COM NYK; 1 Northpark, East
Suite 114, 8950 N. Central Expresswoy, Dallas, Texas, 75231-6415, Fax

214/696-1936; Suite 814, National Press Building, Washington. D.C 20045-
1801, Fax 202/638-3155; 6500 Wilshire Blvd., Suite BOO los Angeles, Calif.
90048-4947, Fax 213/655-8157; 540 Latimer Circle, Campbell, Calif. 95008,
Fax 408/379-3257; Cowcross Court, 2nd Floor, 75-77 Cowcross St., london
EClM 68P, England, Fax 71/608/1173. $2.50 a copy. $80 a year in U.S.
Canada add $38 for surface mail. First-class mail to U. S, odd $95; to

Canada add $105. All other foreign $200 per year expedited delivery.
SHEILA GORMLEY, circulation manager. Four weeks' notice required for
change of address. Send subscription correspondence to Circulanon De-
partment, Business Insurance, 965 E. Jefferson Ave., Detroit, Mich., 48207-
3185, or phone 800-678-9595 or 313-446-1611, Fax 313/446-1650. Microfilm
copies are available from University Microfilms, 300 Zeeb Road, Ann Arbor.
Mich. 48013. Microfiche copies available: Bell & Howell, Micro Pholo Divi-
sion. Old Mansfield Road, Wooster, Ohio 44691. Portions of the editorial

content of this issue are available for reprint or reproduction in other media.
For information and rotes to reproduce in general circulation media, contact:
MENME GLOVER, The Crain Syndicate, 740 Rush St., Chicago, 111. 60611-
2590,312-649-5464. For reprints or reprint permission contact: Reprint De-
partment, Business Insurance, 220 E. 42nd St., New York, N.Y. 10017-5806,
212-210-0229. Fax 212/210-0704.

TBPA

Member of Business

Publications Audit of Circulation

ARP



ENVIRON M FENTAL INSURANCE

Now more than ever, nobody covers the field like
ECS and Reliance National.

4

Since 1979 -- when ECS Underwriting practically pioneered the concept of envi-
ronmental insurance -- new laws, standards, and areas of exposure have continued
to crop up everywhere. ECS has responded -- innovating new programs that cover
virtually every corner o f environmental exposure. And we haven't stopped yet. Last
year alone, we added new bid bonds and performance bonds ... and this year we are
introducing the industry's first and only Pollution and Remediation Legal Liability
Program; combining both first and third party pollution coverages into one efficient
policy. In the future, you can count on ECS to develop new programs that protect
industry worldwide ... backed by the most respected customer service in the indus-

try. With immediate access to knowledgeable people who keep you covered and in
compliance ... providing prompt, expert handling of every application, certification,
and filing. So if you're exploring the possibilities of environmental coverage, survey

These programs are underwritten by Planet insurance Company, Philadelphia, PA, a member of the Reliance Insurance Group.
*Not available in all states at this time.

the field. Then come straight back to the source that started it all. Call ECS
Underwriting at 1-800-ECS-1414. As always, offering the best environmental
insurance coverage around.

e
THE CHOICE

ECS Reliance National

Underwriting,
Inc.

An ECS Company

Environmoltal insurmlce Protection for Worldwide industry.

520 Ealeview Boulevard, P.O. Box 636, Exton, PA 19341. Or call (800) ECS-1414
(in PA 015) 458-0570), FAX (215) 458-8667. 01993 93-1[-MP-5/10
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you need to know
your insu rerhasthe strength
to bethere down the road.

Primary and Excess Casualty. Directors & Officers. Environmental. International.

Professional Liability Insurance.

Your long-tail risks need coverages like these from an insurer with long-term

thinking. And a long-term strategy. Because while the policy's duration may be

limited, your obligation to pay claims can last well into the future.

That's why you need an insurance organization with the financial strength and

stability to be there for you over the long haul. AIG's domestic property/casualty

companies have the highest ratings from the major rating services: AAA from

Standard and Poor's, Aaa from Moody's and A++ from AM. Best Company.

So you can rely on our financial stability. Our commitment to partnership. And

our dedication to sound underwriting practices, which result in the profitability that

will keep us in business to protect you tomorrow, next year, and in the years to come.

For more information on these and other coverages, ask for the Regional Vice

President or Corporate Accounts Representative at any of the locations hsted below.

We'll show you the way to a more secure future. .

AIG World leaders in insurance and financial services.
Atlanta, 40+671-2150 • Boston, 617-3454410 • Chicago, 312-930-1652 • Cleveland, 216-479-8901 • Dallas, 21+220-6025 • Los Angeles, 213-480-3732

New York, 212-770-1300 • Philadelphia, 215-981-7155 • San Francisco, 415-445-2715 • Toronto, 416-596-4088
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Managers have duty to prevent sexual harassment
By NANCY P. JOHNSON Specific employer policy may reduce firm's liability if incidents do occur

ORLANDO-Employers that
do not have a separate policy
prohibiting sexual harassment
- are at risk for

*J liability suits,
al l fi p, l warns a consul-

-m-LI-LLL-dI tant who deals
REPORT

in sexual ha-

rassment edu-
cation.

And, even if an employer has a
sexual harassment policy, man-
agers must be very careful about
dealing with sexual harassment
situations and with their own

behavior in the workplace, added
Stephen Anderson, president of
Anderson-davis Inc. of Aurora,
Colo.

Speaking at the 1993 Risk &
Insurance Management Society
Inc. conference in Orlando last

month, Mr. Anderson noted that
a company is open to liability if
any of the following conditions
exist:

• There is no policy specifi-
cally addressing sexual harass-
ment, which is a violation of the
Equal Employment Opportunity
Commission's Policy Guidelines
on Sexual Harassment issued in
March 1990.

• Senior management has a
reputation for either blatant sex-
ual harassment or subtle harass-

ment, such as making sexual
comments.

• Management personnel have
' not been educated about what

subtle sexual harassment is and

how to intervene and respond
appropriately to a complaint.

• Employees have not been
educated about appropriate
workplace behavior and whom to
talk with informally and for-
mally about sexual harassment.

• There is no specific person or
department responsible for han-
dling such complaints, or that
person has not had adequate
training on how to investigate
complaints.

• The employer does not take
steps to "heal" the workplace
and make sure no reprisals
occur.

Sexual harassment in the

workplace is an illegal act under
Title VII of the 1964 Civil Rights
Act. While an employer can be
found liable if overt sexual ha-

rassment takes place-such as a
manager making sexual demands
of a subordinate as a condition of

employment-an employer also
is liable if the workplace is found
to be hostile, offensive and inti-
midating to employees.

The burden is on managers to
prevent sexual harassment, to
monitor the workplace and to in-
tervene when they see sexual ha-
rassment taking place-even if
no one has complained, said Mr.
Anderson.

To better educate employees
and management about accept-
able workplace behavior, man-
agement should distribute a pol-
icy statement describing
unacceptable behaviors, such as
touching others, making sexual
jokes or comments, or displaying
sexual cartoons or calendars.

The policy should: outline
whom employees should talk to
about sexual harassment; em-
phasize confidentiality; and ex-
plain that reprisals will not be
tolerated and that discipline
could include termination.

Policies should not include: a
rule that the victim tell the

harasser to stop; a requirement
that the incident be reported
within a certain number of days;

or a statement outlining penal-
ties for false charges.

Very few sexual harassers in-
tentionally harass, but it is the
impact, not the intent, that cre-
ates conflicts and legal and fi-
nancial liabilities, Mr. Anderson
emphasized. Therefore, it is im-
portant to know how to recog-
nize subtle harassment.

Mr. Anderson demonstrated

how difficult it is to get a con-
sensus on harassment when he

and another panelist, Michelle
M. Patton, director-risk manage-
ment at Mervyn's Department
Stores in Hayward, Calif., did
about a minute's worth of role-
playing.

Ms. Patton greeted Mr. Ander-

42,5,

son as if in an office hallway,
asked him numerous questions
about what he has been doing

4
It is the impact, not

the intent, (of ,
harassment) that *
creates liabilities,

says Mr. Anderson.

lately and whom he is now dat-
ing, adding a compliment about
his physique. She stood close to
him and toyed with his tie while
touching him repeatedly on the

shoulder, as Mr. Anderson
backed away slightly and tried to
turn the conversation to imper-
sonal topics.

"Was this a case of harass-

ment?" he asked the audience.

The audience was split into
thirds: yes, no, and don't know.

But as far as an employer's lia-
bility is concerned, this was in-
deed harassment, Mr. Anderson
explained. No overt sexual re-
marks or gestures were made,
but the important question was:
Does the recipient of the behav-
ior equally initiate and partici-
pate by exhibiting similar behav-
ior? In this case, the answer was
no.

Other factors in identifying

harassment are: Is there equal
power or status between both
parties? Would the initiator use
the same behavior with a person
of the same sex?

Mr. Anderson emphasized that
managers are responsible to in-
tervene even when no complaints
have been made by participants,
because such behavior can create
a hostile work environment for

other employees. And, businesses
that have a culture of jokes and
horseplay are even more at risk
of liability, because the manage-
ment "should have known" what

was going on and should have
stopped it, he warned.

Once a complaint is made, the
Continued on next page

Hettz Claim Management shows strength in numbers, managing close to a

billion dollars in liability, workers' compensation and benefit

claims. We're one of the 12 largest claim managers in the industry,

the 7th largest property/casualty TPA. And Helliz Claim Management i s

number 1 in California - the largest manager of self-insured work-

ers' compensation claims in the state. We're also number 1 in.cus-

tomized service, developing programs that meet your own specific

needs.A*Mknht LAAn,71%54 6%
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Hertz Claim Management Corporation, 225 Brae Boulevard, Park Ridge, NJ 07656-0713, 1-800-426-7389.
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employer is responsible for con-
ducting an investigation, which
is especially difficult in cases
where there were no witnesses.
Because sexual harassment cases

fall under civil law, only a "pre-
ponderance of evidence"-not
"evidence beyond a reasonable
doubt"-is needed to determine

whether harassment occurred.

The EEOC keeps statistics on
sexual harassment cases, and the
number is on the rise, said Peter

M. Sloan, an attorney with a pri-
vate practice in Los Angeles who
specializes in labor law.

More complaints are being
filed because there are more

women in the workforce, there

are more women at the manage-
ment level, and the recession en-

courages individuals to hang on
to their jobs, rather than just
quit and find another job, he ex-
plained.

Wrongful termination suits
also are on the rise, due to the

same factors, he said.

Under the 1991 Civil Rights
Act, the complaining party must
prove that race, color, gender or
religion was the motivating fae-
tor in the termination, Mr. Sloan
said.

Employers can limit their ex-
posure to these cases by mak-
ing sure there was a defensible
cause for the termination.

For example, a woman who
meets all the criteria for becom-

ing a partner at an accounting
firm should not be denied the

promotion simply because her
co-workers don't like her per-
sonality and would rather not
work with a woman, he said.

Ann C. DesLauriers, general
manager, Becher & Carlson (Ver-
mont) in Burlington, Vt., coor-
dinated the session. Ms. Patton

was the moderator. Eli

1
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Rehearsing the jury selection
A staged panel
provides insights

By MICHAEL BRADFORD

ORLANDO-An employer look-
ing for an edge in litigating claims
might suggest that his attorney get

some pretrial in-
9r'r'r.1 struction in

:4 1 M Kl picking and in-
_I_13-1-LL / fluencing a jury
REPORT Selecting a

jury and antici-
pating a panel's behavior falls into
the realm of social science, accord-

ing to Allan J. Campo, president of
Allan Campo & Associates in La-
fayette, La. Firms like his that help
attorneys recognize and manipu-
late jurors' verdicts can give an

employer's legal team a leg up in
the courtroom, he says.

Speaking at the 1993 Risk & In-
surance Management Society Inc.
conference in Orlando last month,

Mr. Campo said his firm goes to
great lengths to stage mock jury
trials as a way to put an attorney
through a trial run.

"We create panels that look like
juries and sound like juries and we
give them questions to answer,"
Mr. Campo said. "Then we very
carefully analyze the stuff that
they say and the things they re-
spond to."

Some of the re-creations involve

heavy research and an exactness to
closely match the anticipated
courtroom situation.

The most elaborate mockup is
a "test trial," which Mr. Campo

explained involves two adversaries
and is a full-blown replication
complete with pretrial motions,
jury selection. witnesses and other
aspects of a real trial.

Jurors for the mock trials are

chosen from respondents to clas-
sified ads the firm runs in a local

newspaper. As a result, the mock
juries resemble those in real trials.

The "mini-trial" is a shorter ver-

sion that involves a presentation by
two lawyers before a neutral ob-
server who provides feedback on
the presentations.

Mr. Canipo listed several advan-
tages to holding a test trial:

• The trial provides a forum to
learn how jurors will react to the
issues.

• Lawyers are able to more
clearly grasp the concepts of their
case.

• Questions may surface that
had not been considered.

• The impact of charts and
graphs can be tested.

• The credibility of expert wit-
nesses can be evaluated-

• Lawyers are given the chance
to do battle with their "oppo-
nents."

"The test trial is a powerful
tool," said C.K. "Pete" Rowland,
a professor at the University of
Kansas in Lawrence. It gives the
attorney a "window to the mind of
the juror."

In most trials, jurors are inun-
dated with evidence that may be
unreliable in a situation that is

highly adversarial, Mr. Rowland
said. In the absence of hard data

with which to make an objective
decision, most jurors must make
judgments that lead to their de-
cision, he said.

An attorney must understand
how jurors make those judgments
if he or she hopes to sway the
panel, he added.

"Think about the predicament
that juror is in," Mr. Rowland told
the group. ''The poor juror is
dragged off the street, put in front
of two hyperactive attorneys and
forced to make a decision. . .based

on information that is inadequate
or contradictory."

There are certain predictable be-
havior patterns that jurors act out
when making judgments, accord-
ing to Mr. Rowland, and attorneys
can consider that behavior when

presenting a case.
Human beings, Mr. Rowland

said, "have little objective informa-
tion processing capacity. Jurors
can't sit through a trial and process
all that information objectively."

Instead, jurors tend to amass all
the information into a story, he ex-
plained. "They want it to have a
very plausible plot and flow like a
good novel."

Therefore, jury selection be-
comes an important tool for an at-
torney because it allows for the
selection of jurors who are pre-
disposed to a "story that is con-
sistent to your case," said Mr.
Rowland.

For example, he explained,
"Someone who has been involved

in personnel decisions is likely to
agree with a defense story in an
employment discrimination case.
The key thing hereis in jury se-
lection, what you're selecting for
is not someone who is going to go
in and say, 'I like refineries so I'm
going to rule for the defense,' but
rather someone who will be open
to the refiner's story of that case."

The session was moderated by
Lance Ferris, corporate risk man-
ager at Zurich-American Insurance
Group in Schaumburg, Ill. It was
coordinated by Donna Briggs, vp
at Allan Campo & Associates. Ell
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Pitching risk management companywide
Team efort required for success

By JUDY GREENWALD

ORLANDO-The success of a

risk management program de-
pends upon senior management

buying into it-

Trve and then selling
4 I 111 A. 1 it to employees.

_1_1_1_Ur/ Senior man-
ssp0sT agers will be-

come involved

in the program if they receive en-
couragement from risk managers
to do so, contends Raymond P.
Springer, executive vp-adminis-
tration and chief financial offi-

cer for Tampa, Fla.-based Kash
n' Karry Food Stores, a 11 6-store
supermarket chain.

Successful risk management
"can only be done if (senior man-
agers) are backing you up and
having the whole company en-
gaged in the risk management
approach," he said.

Mr. Springer spoke during a
session that looked at risk man-
agement from the perspective of
several different professional
roles at the 1993 Risk & Insur-

ance Management Society Inc.
conference in Orlando last
month.

Mr. Springer said the responsi-
bilities of his risk management
department include: safety and
training programs; workers com-
pensation claims, including back
strains, cuts, burns and cumula-
tive stress disorders; and general
liability claims, which are most
frequently slip-and-fall cases.

To avoid claims at Kash n'

Karry, safety programs are par-
ticularly emphasized. In the
scheme of the risk management
program, establishing an effec-
tive safety program is more im-
portant than trying to avoid a
10% increase in insurance rates,
he said.

For example, Kash n' Karry
cut its slip-and-fall incidents in
produce departments by 80%
after its risk management de-
partment convinced the chain to
begin wrapping its grapes in-
stead of leaving them loose,
where they could fall to the floor
and cause slips, Mr. Springer
said. Each slip and fall could
cost the company $100,000. "We
couldn't sell enough grapes if our
lives depended on it" to make up
for the losses that had been oc-

curring, he said.
Kash n' Karry incorporates

risk management into its opera-
tion by providing bonuses to
store managers for low accident
rates. "When you begin to get
into store managers' pocket-
books" it affects their behavior,
said Mr. Springer.

Once incidents become claims,
"I think it's important you have
a very aggressive defense pos-
ture," said Mr. Springer. In slip-
and-fall cases, for instance, the
chain does whatever it legally
can to uncover background in-
formation about the individual
involved and to obtain informa-
tion about the incident itself.

Risk management personnel also
frequently testify at trials.

"To the extent you're good at
that, you add value to the firm,"
said Mr. Springer.

Discussing budgeting for
losses, Mr. Springer complained
that often consulting firms come
up with unrealistically high esti-
mates. The company cannot bud-
get for $2 million in losses be-
cause of its impact on its profit
and loss statements, he said.

Mr. Springer also complained

that often coverage is extended
for 10 days or two weeks at extra
expense because renewals are
not ready. "I think we're get-
ting hosed on this thing and I'd
like it to stop," he said.

Philip S. Renaud, director of
insurance for The Limited Inc., a
Columbus, Ohio-based retail
chain with 5,000 stores, offered
other qualities vital to a risk
manager's success.

"Clearly, the risk manager
must possess the technical skills
to interact with a number of dis-

ciplines both internal and exter-
nal to the company he or she
works for," he said.

While the word "pro-active"
tends to be overused, the risk

PERFORMANCE

IS THE

DIFFERENCE.

manager must take the initiative
in program design and cost con-
trol strategies, he said.

Although the soft market has
helped risk managers achieve
savings for their companies, loss
costs have continued to increase

and risk managers must develop
a well-thought-out plan to con-
trol them, he said.

Workers connpensation is the
"next challenge and opportu-
nity," he added.

Risk managers in the '9Os will
"need to be much more hands-on

as corporate downsizing con-
tinues," said Mr. Renaud. They
"must learn to live with a much

leaner corporate structure."
Turning to risk managers' re-

lationships with their brokers,
Mr. Renaud said, "Communica-

WHEN YOU HANDLE RISK, YOU

HANO IN THE BALANCE BETWEEN

SUCCESS AND FAILURE. THE

DIFFIERENCE IS IN THE SKILL OF

THE PERFORMER. AT CRC, WE'RE

EXPERTS IN HANDLING RISK. WE

tion is the key to establishing a
good, strong broker relation-
ship." He said he would like to
define the relationship as a part-
nership without which goals
cannot be achieved.

A partnership, he said, re-
quires that each side know the
other's strategies and responsibi-
lities. "Each must truly be com-
fortable with each other's role

and allow each other the freedom

to carry out the assigned task."
Incorporating risk managers

into his analysis, Mr. Renaud
said it is important each party
communicates factors like loss

control and claims handling.
In some cases, he said, un-

derwriters involved in large re-
tention-type programs want to
assume the traditional under-

PERFORM AS INSURANCE BROKERS

TO CREATE SMART SOLUTIONS,

FAST, Al COMPETITIVE PRICES, FOR

VIRTUALLY ANY TYPE OF RISK -

SIMPLE TO COMPLEX. IT OIVES OUR

CLIENIS VilE UPPER HAND. AND

ONE INDEPENDENCE PLAZA. SUITE 912 / BIRMINGHAM,

writing role. But, underwriters
must also understand that the

client's need for service con-

tinues. Often, the underwriter's
role shifts from risk-taker to ser-

vice provider, he said.
Mr. Renaud called for mutual

long-term commitment. Risk
managers must be less subject
to the pressures of soft pricing.
Underwriters should make a bet-

ter attempt to work out problems
with a policyholder when loss
experience is worse than ex-
pected, he said.

Fred W. Reiniger, senior vp
with Alexander & Alexander of

New York Inc., said brokers "ex-
pect the risk manager to be en-
dowed with honesty, integrity,
realism and credibility." To be
effective, the risk manager must
understand the company and his
position in it.

Each year's corporate goals
Continued on nezt page

IT'S MADE US ONE OF,HE NATION'S

TOP FIVE INDEPENDENT WHOLESALE

BROICERAGES. IF YOUR SIANDARD

RISK DESERVES AN OUISUNDING

SOLUTION, CALL CRC. PERFORMANCE
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should be discussed with the

broker, who must unders:and the
client's needs, goals and expec-
tations, to marshal the resources
to he* the client.

The risk manager, however,
does encounter problems, some
of which are out of his control,
said Mr. Reiniger. Among these
are insufficient management di-
rectives.

Another potential Troblem
area is outsourcing-farming out
corporate risk management
funesions. This may lead to less
of a hands-on approach by the
risk manager, he said.

Yet another problem is the risk
manager who protects £he staff
at the expense of the broker. This
could cause problems if an em-
ployee commits an error, said
Mr. Reiniger. This creates prob-
lems within the brokerage team
and generates animosity, he said.

There must be excellent com-

munication between the risk

m:nager and the broker, said Mr.
Reiriger. At A&A, he said, an
account service plan is used. This
Flan helps define needs, estab-
1. sh goals and tactics, and helps
develop the appropriate service
mix. It helps support continuing
grovth with clients, he said.

Also speaking at the session
was Marge Wagenvoord, division
v-p-excess risk management for
American Home Assurance Co.

in New York, a unit of American
International Group Inc. Ms.
Wagenvoord discussed how she
works with risk managers.

The session was moderated by
Kathleen G. Walters, director of

risk management and insurance
:t Iemple University in Phila-
delphia. The coordinator was W.
Lee Carter, vp-research and de-
velopment for Alexander &
alexander Inc. in Dallas. IETI
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Controlling risks by design
Company cutture shapes risk management strategy

By SARA MARLEY

ORLANDO-When formulating
a risk management strategy, risk
managers need to look no further

than their orga-

TrrrTa nization's mis--
-all.UN

sion statement.

That blue-

REPOST print should
guide risk man-

agers through decisions about
assessing, controlling and fin-
ancing risk, a broker and risk
manager said at the 1993 Risk &
Insurance Management Society
Inc. conference last month in Or-
lando.

"A clear risk management
strategy is grounded in the real-

MICHAEL JACOBS CHAINSAW JUGGLER

ity and culture of a firm," said
Thomas V. Ealy, vp of Alexander
& Alexander Services Inc. in

Chicago.
"When we talked about HPR

locations, we got a blank look,"
said Donald J. Sullivan, direc-
tor-risk management of Baxter
International Inc. in Deerfield,

Ill, referring to highly protected
risks. "But when we showed (se-
nior management) what would
happen if they lost a location,
how it would hurt the customers

and they would lose market
share, we got their attention."

Corporate competitive, operat-
ing and financial strategies cor-
relate with major risk manage-
ment decisions, Mr. Ealy said.

First, a company's competitive
strategy dictates its risk assess-
nnent process.

If a retailer is committed to

offering the lowest prices, it is
probably asset-intensive with
concentrated property values,
Mr. Ealy said.

Because of cost leaders' low

overhead, business interruption
may be their most important ex-
posure.

For a manufacturer focused on

differentiation, however, prod-
uct liability becomes one of the
most important risk management
areas.

An organization's operating
strategy should guide a risk
manager's loss control activities,
Mr. Ealy said.

For the cost-leader retailer de-

pendent on timely delivery of in-
ventory, loss control may center
on the suppliers themselves. The
risk manager might become in-
volved in the suppliers' risk
management program to deter-
mine if they are taking precau-
tions that could prevent an in-
terruption to the retailer's op-
erations. If the suppliers'
programs are inadequate, the re-
tailer's risk manager might rec-
ommend changes.

Finally, a company's financial
strategy should be reflected in
the financing of risk, Mr. Ealy
noted.

Policies on earnings goals, cap-
ital construction, taxes and in-
vestment dictate the size of de-

ductibles or self-insured
retentions.

For example, a company seek-
ing rapid growth in earnings will
look for significant risk transfer.

When planning his risk man-
agement moves, Mr. Sullivan
keeps in mind Baxter's corporate
mission of providing quality
products and services through
innovation and excellence.

The risk management depart-
ment considers the operating
units, as well as the ultimate
consumer, to be its customers.

"In the past, we said, 'Here's
your program,' " he said. "We
decided what was best for

them."

Because he had to know his

customers to serve them, Mr.

Sullivan began visiting operating
units, attending their strategy
meetings and learning about
their risk management needs.

"You'll be surprised how few
times you'll be turned down," he
said. "They're happy to see you.
They want to tell you their mis-
sion and how you can help
them."

Risk managers must be careful
to be supportive of the strategy
and help operating managers
achieve their goals while still
maintaining good risk manage-
ment, he added.

Another way to incorporate or-
ganizational goals into risk man-
agement goals is to expand the
definition of risk, Mr. Ealy said.

Risk managers should start ad-
dressing business risks like eur-
rency and interest rate risks.

"The corporate and personal
stakes never have been higher,"
he said. "Resources have never

been as precious. Staff and bud-
gets are shrinking. The potential
losses are greater than ever."

The session was moderated by
David G. Adler, risk manager for
The Portman Cos. in Atlanta. W.

Lee Carter III, A&A's director of

research and development, coor-
dinated the session. ill
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Communication overseas

is a passport to success
Risk manager learned from mistakes

By STACY SHAPIRO

ORLANDO-When risk manag-
ers are thrown into the international

arena, it often takes a few mistakes

to wise them up.

-:Tr¥73 Eugene R.
-1 1 1' 1 AI Schoenleber, in-
1 1 1 Al L-1 ternational risk

_S 'POST manager for
United Parcel

Se-ce of America Inc. in Atlanta,

is no exception.

Speaking at the 1993 Risk & In-
surance Management Society Inc.
conference in Orlando last month,

he explained some of the difficulties

he faced when UPS was in "over-

seas acquisition mode."
And, he acknowledged some of

his mistakes and frustrations over

the past five years, during which
UPS made 16 acquisitions.

For example, during one acquisi-
tion Mr. Schoenleber asked that all

the insurance policies of the ac-
quired company be sent to his office.
But when he received them, he

found they were in Japanese. "I
didn't say, 'Send me summaries of
the policies in English, , " he said. "I

failed to communicate properly."
Communication and control are

the two C's that should be the creed

of every risk manager who is setting
up an international risk manage-
ment program, said Mr. Schoen-
leber, who coordinated and mo-
derated the session.

UPS exported its U.S. risk man-
agement procedures by meeting

with overseas employees who repre-
sented all areas of the business, like
claims control, driver training,
safety, emergency operations, auto
maintenance and plant engineering

A risk manager of a multinational
company must be "a team player"
and work with all kinds of people,
said Mr. Schoenleber. The success or

failure of an international risk man-

agement program will depend on
who does what, he said.

UPS has a controlled master in-

surance program in which liability
exposures are covered by CIGNA
Corp. worldwide and property risks
are underwritten by members of the
Factory Mutual System. The global
program excludes auto coverage-a
major risk for UPS-which is still
written locally under separate poli-
cies because of various foreign laws.

UPS' insurance program helps fill
in the gaps in locally purchased cov-
erages and to simplify coverage for
worldwide operations. It replaces or
supplements the approximately 400
insurance policies that UPS ac-
quired during its international ex-
pansion, he added.

However, not every foreign ex-
ecutive understood the importance
of this kind of central program until
it was explained, Mr. Schoenleber
said.

Part of the reluctance was be-

cause many of the policies that were
in place before the acquisition had
been insured by family friends or
relatives and these relationships
were difficult to break, he said.

"We went in and tried to sell,

not tell," and explain the advan-
tages and cost savings to the com-
pany, he said.

But, communicating with over-
seas personnel "can be a three-ring
circus" when no one understands

each other, he said. "You have to be

careful and be patient."
It is also very important for risk

managers to be in on discussions
before the foreign acquisition takes
place, he said.

Mr. Schoenleber wasn't part of
the UPS preacquisition/due dili-
gence team until he badgered the
board for a place on it.

For example, acquisitions were
finalized before verifying that the
purchased company had an insur-
ance program. UPS also didn't
know in these first purchases
whether the company was insured
for old claims, what contractual lia-
bilities amounted to and what obli-

gations UPS had for subcontractors'
insurance programs.

Mr. Schoenleber now ensures that

the preacquisition team adheres to
Continued on page 22
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Making the wrong assumption could cost you the
battle. For instance, most buyers assume there's nothing
anyone can do to battle rising workers compensation
costs. Liberty Mutual customers know that's not the truth.

Liberty's answer to controlling workers compensa-
tion costs is a unique six-step program we call the Con-
tinuum of Care. An approach that better manages your
claim costs. From pre-accident consulting to disability
management, it uses proven methods to reduce or even
eliminate costs.

How?

Liberty has over 80 years of experience gathered into

one of the industry's most comprehensive databases. A
powerful tool that has allowed Liberty to pioneer new loss
prevention techniques and develop cost-effective treat-
ment protocols for workplace injuries. With it, we're better
able to identify what's a legitimate claim and what isn't.

The Continuum of Care will work for you regardless
of the way you pay for your workers compensation costs.
So there's no reason to surrender to the high cost of
workers compensation. Call

-

your Liberty Mutual office W--1

today. And find out more
about Continuum of Care. LIBERTY 
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SIRIS
professionals provide prompt,

As a claims administrator specializing
in workers' compensation, SIRIS
cares about your injured employees
and about your costs. Our claims

HAS SOLUTIONS improve your self-insurance

personal insurance services t. save
your company money We car

program. Call us.

FOR SELANSURED
OSIRISCOMPANIES AND INSURANCE SERVICES, INC

SARASOTA INTERNATIONAL RISK

RO. 3OX 4634 • SARASOTA, -_ORIDA 34230-4634 800/226-8878

We See What Others Don't.

Global programs
Continued from page 20
the UPS due-diligence checklist on
insurance. This check list includes

obtairjng:
• The names, addresses and

phone numbers of the company em-
plo¥ee responsible for purchasing
insurance and the current insurance

broker.

• A summary of all existing in-
surance policies, in English if possi-
ble and copies of all the policies.

• A list and description of all
surety bonds in force.

• Copies of hold-harmless, in-
dermity and insurance provisions in
all major contracts.

• A list and description of all
open claims and lawsuits against
the company.

• Lists of property values by 10-
cation, company employees and
owned vehicles.

The solvency of insurers outside

Risk is often hidden. There nevertheless, That's why we place such a high priority on solutions, contact Thomas Howell Group

poised to strike. our staff. And why top international compa- Americas) at Six Concurse Parkway, Suite

At Thomas Howel Group, we can i:Im- nies have learned to expect prompt, tailored 3100, Atlanta, GA 30325. Or call 1-800-554-8697,

tify what our competitors are more likely service from the experienced professionals ex:. 6725. You'll find that when it comes to

to miss. And ultimately, our precision will at Thomas Howell Group. ex pertise, the differences at Thomas Howell

reduce your cost. We're one of the world's largest adjust- ircup are easy to see.

Your risk management deserves a dc,ser ment firms, and we provide a complete range

look from experts ri:h e keen eye and a of risk-related services'around the globe. To
 THOMAS HOWELL GROUP

thorough understarding of your business. learn how we can provide you with dear (AMERICAS) INC

Gay & Taylor • Ward-THG •T:cmas Haurll Gmt# (Ul.A) • Guy & Taylor-THG Mrrine & Aviation •Thomas Howell Group (Lotinonmericmn)

the United States continues to be a

prime concern for multinational risk
managers as international markets
contract and harden, another
speaker observed.

"Things have changed very dra-
matically since the fourth quarter of
1991," said Michael Linde, senior vp
of Johnson & Higgins in New York.

During the past year and a half,
there has been a "very dramatic
change of attitude" among large Eu-
ropean reinsurers like Munich Rein-
surance Co. and Swiss Reinsurance

Co. These companies now are fo-
cused on turning red ink into profit,
Mr. Linde told Business Insurance

after the session.

The result of this attitude has

been a major contraction and in-
creased pricing for treaty reinsur-
ance capacity, he said.

"Clearly, the most dramatic seg-
ment of the market to be affected is

the catastrophe/peril area. So any
client that has any significant values
subject to earthquake, windstorm or
coastal flooding will be looking at
very significant reductions in the
amount of capacity that primary in-
surers have to offer," he said.

This contraction plays right into
the hands of the global insurance
program, which combines a cor-
poration's U.S. insurance program
with its overseas coverage to give
uniform coverage worldwide.

"If a company has an exposure
in California and another one in

Japan and another one in Mexico, to
maintain distinct domestic and for-

eign programs will mean seeing an
amount of premium increase very
dramatically and limits available

drop," said Mr. Linde. "One way to
mitigate that is leveraging their pre-
mium dollar with several un-

derwriters in a global program."
Mr. Linde said he spoke at the

RIMS conference 10 years ago about
the need for global insurance pro-
grams, but corporations weren't re-
ceptive at the time because they
weren't managing their operations
globally.

"The programs are more inter-
esting to risk managers today be-
cause they're hearing in their own
corporate culture the need for global
management," Mr. Linde said.

Meanwhile, security is a major
issue for brokers and U.S. risk man-

agens to make sure that global and
international programs are placed
with solvent underwriters, he said.

But internal security guidelines
used to measure an insurer's stabil-

ity can sometimes be unusually re-
strictive, Mr. Linde observed.

For example, one of J&H's guide-
lines states that the limits provided
by an insurer should not be more i
than 10% of its policyholder surplus,
said Mr. Linde. If an insurer cannot '
meet this or other guidelines, then
J&H writes a letter to its client stat-

ing that the guidelines have not been
met. Some clients don't care and use '

the insurer anyway; others do care
and may not use the insurer, said
Mr. Linde.

Lately, J&H has had a dilemma
with global insurer Allianz A.G.
Holding. The German giant's U.S.
subsidiary, Allianz Insurance Co.,
which writes U.S. multinational

business, only has $130 million in
policyholder surplus, Mr. Linde
said.

As a result, though Allianz clearly
is financially strong, J&H guidelines
dictate that it not place more than
$13 million in coverage with the in-
surer, said Mr. Linde.

J&H's guidelines would be satis-
fied if the Allianz parent company
would provide a guarantee to honor
all claims above the $13 million, he
noted.

"But Allianz AG. won't give this
cut-through agreement," said Mr.
Linde. J&H is now considering
whether make an exception to its
rule in this case. Eli
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r Contractors Pollution Liability - Preferred Risk Pollution Liability
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5 We now offer on-site protection
as well as off=site.

C&I Pollution Legal Liability Insurance offers

an important new ENHANCEMENT .coverage

for on-site first party cleanup cost and on-site,

third party bodily injury and property damage.

This new coverage is available in limits of up

to $5 million. This is an addition to the basic

policy's ii1 against the loss of

assets arising from claims of third party, off-

site bodily injury, property damage, cleanup

costs and legal defense costs. We provide lim-

its up to $40 million, the highest generally

available in the industry. Our organization's

1Eimilm in underwriting tailored pol-

lution coverages goes back to 1979. It's one more

example of our continuing 0

to the environmental insurance market--5

0

6 place. For more information, call our Vice
g

 President Ken Cornell at (212) 770-5810. AI G
16

Coverageand/orservices maynotbeavailableinallstates. Pleasechecktheactual
E policy for full details of coverage. Issuance of coverage subject to underwriting.
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L Environmental Umbrella Casualty Insurance - Environmental Surety Bonds

Insuring programs globally
Centralized insurance plans work well-for some companies

By GAVIN SOUTER

ORLANDO-Global insurance

programs can enhance coverage
and allow greater control of
- ___ risks, but they

don't suit every
.1 Vi //1 company and

-LL ILLLU.I every insurance
-m sPORT marketplace.

Companies
that place coverage in both the
United States and Europe have
the opportunity to set up some
kind of global coverage, but risk
managers in Japan will have to
wait at least another two years
before they can do the same from
their home market, experts point
Out.

The structure of insurance

programs based in the United
States depends on a company's
management style, financial
structure, diversity of sites and
internal politics, said Barbara
Babiak, corporate risk manager
at American Telephone & Tele-
graph Co. in Berkeley Heights,
N.J.

"Decentralized and centralized

programs are not better than one
another; choosing the type of
program to use depends on the
company style," she said during
a session at the 1993 Risk & In-

surance Management Society
Inc. conference last month in Or-
lando.

For example, some companies
may prefer a decentralized pro-
gram because the policies then
match local laws. However, other
companies may prefer a centra-
lized program to avoid a wide
disparity of policy wordings, Ms.
Babiak said.

To justify having a centralized
program, a company should have
operations in at least two coun-
tries outside the United States.

And, when risk managers are
setting up global programs, they
should ensure that all relevant

personnel in the different coun-
tries agree on terminology and
coverages, Ms. Babiak said.

"You have to have great conn-

munication so that everybody
understands what the coverage is
and what the game plan is," she
said.

A global program brings sig-
nificant advantages, said Pierre
Sonigo, director of risks and in-
surance at Saint Gobain, a man-
ufacturing company in Paris.
Among them:

• Peace of mind. "All of your
subsidiaries are covered in a sim-

ilar manner and if something
happens, you know that it is in-
sured," he said.

• Economies of scale that

allow a company to negotiate
lower premiums.

• More effective control and

monitoring of the risk manage-
ment function.

• Risk management informa-
tion that is obtainable on a cen-
tral basis.

• Coherent loss prevention
services throughout subsidiaries.

To help the global program run
smoothly, the subsidiaries must
realize they will share in the for-
tune of the parent company and
must report their losses to cen-
tral management, he said.

Saint Gobain uses highly pro-
tected risk techniques through-
out the company to achieve a un-
ified approach to risk
management, Mr. Sonigo said.
"We use (highly protected risk)
to change the culture of the
group to one of risk manage-
ment."

But, no matter how well a pro-
gram is set up, it is always su-
sceptible to outside forces.

"Most of the companies in Eu-
rope that set up global programs
did so in a buyer's market. Those
were the golden years of risk
management in Europe, from
1982 to 1992," he said.

Now the market has changed,
with prices for catastrophe cov-
erages increasing and severe re-
duction in capacity in many
areas, Mr. Sonigo said.

"So global programs need to be
adapted and some people are
asking whether it makes sense to
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have a centralized program," Mr.
Sonigo commented.

The wide disparity in insur-
ance prices and capacity
throughout Europe may mean it
would be more prudent to buy
coverages locally, he said.

The hardening market may
also prompt Saint Gobain to set
up a captive insurer instead of
relying solely on the insurance
market, he said. "In the soft in-
surance market we had stability,
but now we are having problems
in maintaining (that) stability."

Saint Gobain has a three-year
policy term, which expires at the
end of 1994, he said. "Then we
will probably have to use a cap-
tive, unless our insurers provide
stability of rates."

In Japan, global policies are a
thing of the not-too-distant fu-
ture, according to Isao Takei,
professor in the graduate school
of economics at the University of
Toyama. "Japan is at a turn in
the history of its insurance mar-
ket," he said.

The government has an-
nounced that within two years it
will introduce measures that will

liberalize the strongly regulated
and protected Japanese insur-
ance market, Mr. Takei said.

"For the first time in our his-

tory, we will have insurance law
that is comparable with the U.S.
and the European Community,"
he said.

One of the features of the

change will be the growth of
captive insurers with Japanese
parents, Mr. Takei predicted.

As a consequence of this and
other changes, the role of risk
management will be enhanced in
Japanese companies and the
global insurance programs will
be more easily introduced to
cover companies' global expo-
sures, he said.

The session was moderated by
Ms. Babiak and coordinated by
John C. Thomson, senior vp of
global risk management at
CIGNA Worldwide Inc. in Phila-
delphia. lEi

From the Gulf of Mexico to the Indian
Ocean, your marine insurance company
should offer consistent, reliable service.

At Continental Underwriters, we built our
strong service reputation by fully meeting
the insurance needs of our clients, by antici-
pating complex and unusual risks, and by
responding immediately to our clients' exact-
ing needs.

ontinental Underwriters provides insur-
ance coverage for any marine related risk,
large or small, conventional or complex,
foreign or domestic, for multi-national cor-
porations or small fishing fleets.

Today invest 15 minutes. Call the marine
insurance specialists at Continental Under-
Underwriters, Ltd.

Continental 
Underwriters, Ltd.
Correspondent, Lloyd's of London
(504) 898-5300 Fax: (504) 898-5324
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 - Contractors Pollution Uability - Preferred Risk Pollution Liability C&I ENVIRONMENTAL &
PROPERTY COVERAGES
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Environmental Surety Bonds - Pollution Legal Liability

One should look for financial strength. Like C&I's, which lets us offer you the highest limits
generally available for QUALITY environmental liability coverage. What's more, as an AIG

member company, we've earned the highest ratings from the major rating services: AAA from

Standard & Poor's; Aaa from Moody's; and A++ from AM. Best Company. And our FLEXIBILITY

permits us to tailor coverages to your requirements. Just by coming to one insurer, you can take

advantage of our INNOVATION through a full range of quality environmental, property and *
casualty coverages. And our organization's EXPERIENCE in environmental coverages since I

m

1979. To all this you ean add the dedication of our staff in 14 regional offices and their commit- a

ment to keeping abreast of your needs. If that's what you're looking for in an environmental 
insurer, you just found it. A I (]; World leaders in insurance and financial services.

Commerce and Industry Insurance Company =
A member company of American International Group, Inc.

Preferred Risk Pollution Liability - Environmental Umbrella Casualty Insurance - Owner-Controlled Insurance Programs - Property Programs for Preferred Risks ---
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Managing project risks in developing countries
Loss control crucial-though locals may disagree

By GAVIN SOUTER

ORLANDO-Western com-

panies operating in developing
economies should rewrite their

--_._- - risk manage-
ment rule-

1// Al.1 books.

..m-LLL[..L-I The special
REPORT

nature of the

risks and the

lack of Western-style insurance
markets in those countries call
for innovative risk management
techniques, risk management ex-
perts say.

"Risk management standards
which might be considered a ne-
cessity in developed countries
are seen as a luxury in devel-
oping countries," said Marion
Gallis-Quednau, chief of the in-
surance program at the United
Nations Conference on Trade

and Development in Geneva.
The lack of interest in risk

management in those countries
can be traced to rapid industrial
development, she said. Rapid in-
dustrialization has been the pri-
ority, and concerns about loss
control have lagged behind, Ms.
Gallis-Quednau explained.

And, the inherent loss control
problems are made worse in de-
veloping countries by the wide
variety of aid they receive, she
said. "Much of the industrial

equipment is donated and in-
stalled by outsiders, so there is
great disparity in machinery and
it is often difficult to get spare
parts."

Consequently, machines are
often inadequately maintained,
she said.

Ms. Gallis-Quednau spoke at a
session titled "Managing Risk
Where They Don't Play by Your
Rules" at the 1993 Risk & Insur-

ance Management Society Inc.
conference last month in Or-
lando.

"Many managers just keep
their fingers crossed" instead of
implementing risk management
techniques, she said.

And, the fatalistic nature of
some religions does not encour-
age attention to loss control, Ms.
Gallis-Quednau said. "When
something goes wrong they just
say 'It was God's will.' "

Consequently, rather than try-
ing to avoid losses, many com-
panies in developing countries
just pass as much of the risk as
possible on to insurers, Ms.
Gallis-Quednau said.

However, if Western com-
panies operating in those coun-
tries take this approach, they are
often confronted with an insur-

ance system very different from
the one with which they are fa-
miliar.

"It can be very difficult for
U.S. risk managers to under-
stand the rules of other mar-
kets," said Leonard J. Batti-
farano, vp in the global
development group of Alexander
& Alexander International Inc.
in New York.

Many developing countries
have state-run insurance and re-
insurance industries, such as in
many African nations, India,
Iran, the republics of the former
Soviet Union and Vietnam, Mr.
Battifarano said.

"The terms and rates are set by
the government, there are often
no brokers or agents and there
can be severe penalties for using
non-admitted insurers," he
pointed out.

The use of non-admitted insur-

ers is even considered a crime in

some countries, and penalties
can include imprisonment.

The use of non-admitted insur-

ers is even less realistic if you are
in a joint venture with a local
company, because your partner
will likely insist on doing every-
thing by the book, he said.

Government insurance regula-
tions differ widely from country
to country.

For example, in India, insur-
ance regulations are based on the
British model, and the state com-
panies are well-capitalized and
well-reserved, he said.

But, in other countries, gov-
ernment regulation is ineffective.
In Taiwan, for example, the in-

surance industry is being over-
hauled because there are so

many concerns over its financial
stability, he said.

"And Poland has seen its first

insurance company failure," Mr.
Battifarano said.

Local rules often make eco-

nomic sense when they are pro-
perly understood. For example,
nationalized insurers are often

established to support the devel-
opment of industry, he said.

However, even if the rationale
behind state control is clear, U.S.
companies seeking coverage in
those countries can still face dif-

ficulties, Mr. Battifarano said.
Consequently, risk managers

should be well-briefed on the

foreign insurance markets they
have to use, he said.

"It's important to understand
the systems or to find somebody
else who does," he said.

'When something
goes wrong they just

say, "It was God's

will," ' says Marion
Gallis-Quednau.

Despite the many differences
in risk management and insur-
ance in developing countries,
there are some basic rules to play
by, said Claude Boudreault,

.,4

director of risk management and
insurance at The SNC Group
Inc., a construction company in
Montreal.

These rules are: "Never take

anything for granted; don't be-
lieve that you know everything;
and trust only those who you are
sure that you can trust," he said.

Risk management mistakes in
developing countries can be
tricky, dangerous and very ex-
pensive to overcome, Mr. Bou-
dreault warned.

Some countries have a full tar-

iff system with very little room
for negotiation, he said.

"In these situations you must
look at the wordings of the poli-
cies and try and accommodate
them in your risk management

Continued on next page

It's hard to find the responsiveness you need
with some case management services.

4



Continued from previous page
plan," Mr. Boudreault said.

The security of the govern-
ment-run insurers also is often

unsatisfactory, he said.
Companies can use techniques

not normally used in developed
countries to try to ameliorate
their risk management problems,
Mr. Boudreault said.

For example, a company can
try to make its own reinsurance
arrangements through a fronting
arrangement with a Western
reinsurer, he said. "You should
also try and get good cut-
through clauses with the front-
ing insurer."

A cut-through clause would
provide a foreign company direct
access to the reinsurer if the

local company fails to pay the
claims.

Foreign companies should also
try to write their policies in hard
currency to avoid the diminution

of insured values in countries

with inflationary economies, Mr.
Boudreault said.

"If you can't get a good cut-
through endorsement or you are
stuck with insuring with the
local company, get some contin-
gency coverage," he said.

Contingency coverage can be
bought from Western insurers to
pay losses if the local insurers
fail to pay claims, Mr. Bou-
dreault said.

"In some countries we consider

the local premium as tax and it is
just the cost of doing business in
that country, and then we buy
contingency coverage," he said.

The session was moderated by
W. Thomas Henderson, corporate
risk manager for Texas Instru-
ments Inc. in Dallas. It was co-

ordinated by W. Lee Carter III,
vp and director of research and
development at Alexander &
Alexander in Dallas. ial
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Global health, safety standards
A strategy to help employers keep up with E. C. rules

By STACY SHAPIRO

ORLANDO-It isn't easy stay-
ing on top of the plethora of reg-
ulations and laws governing

1-,-5-7-1 workplace
health and

' 1 1 V i h 1 safety in the
It.1-LLL/Al.I European Com-
REPORT

munity.
But several

methods and resources are avail-

able to multinational firms try-
ing to keep abreast of these rules,
according to speakers at the 1993
Risk & Insurance Management
Society Inc. conference last
month in Orlando.

Multinational companies
should first set global standards

for health and safety, said Laura
L. Markos, vp-risk management
of Avery Dennison in Pasadena,
Calif. These standards "have to

be a way of life" for every em-
ployee within an organization,
she said.

The company should have an
agreed-upon philosophy on
which goals are best for all em-
ployees, such trying to eliminate
workplace injuries or reducing
the number to a small percent-
age, or just trying to comply with
local regulations, she said.

The objectives must be com-
municated throughout the com-
pany, said Ms. Markos.

"Each employee should see
health and safety as their per-

Clients appreciate the speed and efficiency of
this CNA case management team.

On December 12th, the wife of a terminally ill patient called.
She was concerned that an extension of his hospital stay
wouldn't be approved and that she couldn't take care of him
at home. I called CNA' s case management people that same day.
The same evening a nurse arrived. She comforted the
patient' s wife by assuring her she would take care of his
needs personally in dealing with the approvals. It' s great
to see how efficiently CNA' s Case Management System works.

39rs truly,

Diane Labpe
Group Department Manager, The Duncan Insurance Office, Inc.

Insurance companies can make pmmises, but ifs the people
who keep the commitments.And the people on CNAs case
management team, like Nancy Hicks, Robin Nash, Sally
Wallin, Bill Kettlewell and Breneda Williams understand

the importance of responding promptly They know that
this kind of responsiveness makes the difference between
a policy and an effective employee benefits program.

Benefits managers and employees across the country

have written to thank our staff for their responsiveness, fled-
bility in designing the right plan, cost containment efforts,
and even more importantly their compassion and courtesy

Irs the dedication and comrnitment of our people
that have helped the CNA Insurance Companies become
one of the leading group benefits insurers.

For more information, call your independent agent
or broken or your CNA representative.

CNA
For All the Commitments You Make®

Group Benefits from CNA: Life & Health · AD&D Vision · bental • UD · Pensions · Long Term Care · Managed Care · Coverages are underwritten
by Continental Assurance Companyand Continental Casualty Compan*two of the CNA Insurance Companies/CNA Plaza/Chicago, IL 60685.

sonal responsibility," she said.
And employees should feel com-
fortable telling executives where
workplace hazards lie. Team-
work is the name of the game,
she added.

Margarito T. Bercilla Jr., se-
nior consultant of environmen-

tal, health and safety for Arthur
D. Little Inc. in Los Angeles, also
called for a corporate strategy
for employee health and safety to
be implemented worldwide.

Risk managers should decide
which levels of loss control are

acceptable in each country and
whether these goals are achiev-
able, he said.

American executives must re-

alize that imposing these corpo-
rate health and safety objectives
locally might not be achievable '
outside the United States, he
added.

One of the biggest lies in the
world is told when a corp'orate
executive walks into a local of-

fice and says, "I'm from corpo-
rate and I'm here to help you,"
said Mr. Bercilla.

Barry J. Trilling, attorney at
law for Doepken Keevican Weiss
& Medved in Pittsburgh, ex-
plained some specific resources
that risk managers can tap to
learn about E.C. health and

safety regulations:
• The Official Journal, which

is the European Commission's
version of both the U.S. Federal

Register and Congressional Rec-
ord, is published daily in Brus-
sels.

"It is the definitive source on

what legislation the community
is formally considering and what
it has passed," said Mr. Trilling.

The Official Journal has two

sections: the "C" communication

series, which publishes proposed
directives, recommendations and
decisions; and the "L" legisla-
tion series, which cites approved
directives and the date they are
to be implemented.

• The U.S. Chamber of Com-

merce, which publishes "How
the E.C. Works and How to Work
It" and other documents on E.C.

regulations and legislation.
• American chambers of com-

merce in major European cities.
• The European Commission's

recent publication, "1992 Euro-
pean Year of Safety, Hygiene and
Health Protection at Work."

All E.C. publications can be
purchased from UNIPUB, a divi-
sion of Kraus Organization Ltd.,
4611-F Assembly Drive, Lan-
ham, Md. 20706-4391; 301-459-
7666; fax: 301-459-0056.

Mr. Trilling also suggested
contacting various trade associa-
tions to see if they track E.C. leg-
islation for members.

In addition to resources for in-

formation about E.C. rules and

regulations, the British govern-
ment's Health & Safety Execu-
tive recently published a bro-
chure on new U.K. workplace
health and safety regulations
that became effective in January
and are designed to comply with
E.C. directives. These regula-
tions deal with: health and safety
management; work equipment
safety; manual handling of
loads; workplace conditions;
personal protective equipment;
and display screen equipment.

This leaflet and information

about other HSE publications
are available from: HSE Infor-

mation Centre, Broad Lane,
Sheffield S3 7HQ, England; 742-
892345; fax: 742-892333. 



xcess litigation ailing European countries
Cure calls for rigorous safety standards

By GAVIN SOUTER

ORLANDO-Europe already is
developing symptoms of the liti-
gation virus that is spreading

from the

/1 TR United States,
but the disease

can be over-
REPORT

come with some

strong medicine
and careful treatment, a broker
and risk manager say-

And if the cure doesn't work,
at least the virus will be back

where it started-in England, a
lawyer suggests.

Despite providing the founda-
tion for many coverage disputes,
the English legal system has in-
herent differences from the U.S.

system that discourage high
costs and prolonged litigation,
said Jerold Oshinsky, a partner
at Anderson Kill Olick &

Oshinsky in Washington.
The litigious nature of the U.S.

insurance market has clearly af-
fected disputes in Europe, said
Michael Wilmot, a director in the
Global Business Unit of Alex-

ander & Alexander (U.K.) Ltd.
Large court awards to victims

of accidents in the United States

have encouraged more Europe-
ans to go to court, he said at a
session of the 1993 Risk & Insur-

ance Management Society Inc.
conference in Orlando last

month.

"The U.S. awards attracted

public attention in Europe and
this led to more people seeking
redress in courts," Mr. Wilmot
said.

The problem has been com-
pounded as U.S. law firms, in
search of more business, have set
up European offices, he said.

European lawyers were
equally eager to join the legal
gold rush, Mr. Wilmot said.

"As a result, there's been a

much more aggressive approach
by lawyers to seek people willing
to go to court," he said.

The increased litigation has led
to a growing interest in specialty
insurance products, like direc-
tors and officers liability insur-
ance, as companies try to contain
their potential losses, Mr. Wil-
Inot said.

In other cases, the increased
liabilities arising from the litiga-
tion surge have gone so far as to
kill some lines of insurance in

certain markets, he said.
For example, British insurers

stopped offering coverage for
gradual pollution in standard li-
ability policies at the beginning
of 1991, Mr. Wilmot said.

To control the risk of increased

litigation, risk managers should:
understand and identify their
risks; minimize them as much as
possible; regularly meet with
directors and officers and brief

them on legislative changes; and
buy insurance from reliable mar-
kets, he said.

'These measures may ensure
the containment of the virus if

not its retreat," Mr. Wilmot said.
However, to exterminate the

virus would require a fundamen-
tal change of opinion in the legal
community, he said.

"Legislators and courts need to
recognize that risk is inherent
in life and insurers are not an

all-catching charity," Mr. Wil-
mot said.

There is still time to stop U.S.-
style litigation from spreading in
Europe, said Gail M. Baldes, risk
management administrator in

the corporate services division of
Caterpillar Inc. in Peoria, Ill.

Caterpillar has not experi-
enced legal battles at its overseas
locations that can be compared
with the litigious nature of doing
business in the United States,
she said.

"I believe that the legal en-
viI·onment overseas is signifi-
cantly different and that the
values are significantly different
from the U.S.," Ms. Baldes said.

However, corporations should
not be complacent. Preventative
medicines should be dispensed
now, she said.

One way in which corporations
can benefit from their U.S. expe-
riences is to ensure that the rig-

A

orous safety standards that are
necessary at home also are im-
posed at all of their overseas op-
erations, Ms. Baldes said.

Corporations should also make
sure they have a good team of
defense lawyers and records of
all of the company's past insur-
ance policies, she said.

"If you don't have the policies,
maybe you should hire an insur-
ance archeologist to find them,"
Ms. Baldes said.

The litigation concern can be
traced back more than a century,
according to Mr. Oshinsky.

"The leading pollution case of
all time is Rylands us. Fletcher,
which was heard in England in
1866," Mr. Oshinsky said.

In the Rylands case, which
began the spread of the legal

virus in Europe, a landowner was
found strictly liable for damages
caused by non-natural and ab-
normal activities, Mr. Oshinsky
said.

However, many differences
still exist between the U.S. and

English legal systems, he said.
One of the major differences is

that in England, juries are only
used in libel and criminal cases.

As a result, large jury awards are
not a problem often faced by En-
glish insurers, Mr. Oshinsky
said.

Also, in England the costs fol-
low the case. So usually the los-
ing party pays the winner's legal
costs as well as their own, he
said.

"That's one of the best ways of
keeping baloney cases out of the

1 1
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courts," Mr. Oshinsky said.
English courts also allow very

little pretrial discovery, he said.
The limits on discovery get cases
into court more quickly, thus
saving costs, he said.

"I'm working on some cases (in
the United States) that are more
than a decade old. .Our judi-
cial system is not capable of say-
ing, 'OK, that's enough, we're
going to trial, he said.

English litigants also have no
choice of jurisdiction. Therefore,
they do not need to rush to court
to ensure they are heard in a
jurisdiction of their choice be-
fore the opposing party sues in
its chosen jurisdiction, he said.

The session was moderated by
Jerry R. Lane, assistant vp at
McDonald's Corp. in Oak Brook,
Ill. It was coordinated by W. Lee
Carter, vp and director of re-
search and development at Alex-
ander & Alexander in Dallas. 21
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Managing risk in Latin America
Four nations establish Hispanic version of RIMS

By STACY SHAPIRO

ORLANDO-Risk management
has taken one more global step with
the recent formation of the first

Latin American

Assn. of Risk &

1 1 fl Al Insurance Man-
-1-L.LLLL-al agers
REPORT

During the
1993 Risk & In-

surance Management Society Inc.
conference in Orlando last month,
executives from four Latin Ameri-

can risk management associations
met to set up "ALARYS," Asocia-
cion Latino Americana de Adminis-

tradores de Riesgos y Seguros.
Together, the associations from

Argentina, Brazil, Mexico and Ven-

ezuela hope to promote risk man-
agement education among the
Spanish/Portuguese-speaking na-
tions of Latin America.

In particular, they are hoping
ALARYS will hold its first confer-

ence in Mexico City in September
1994. The conference's main lan-

guage will be Spanish, but English
also will be spoken. As many as
1,000 people are expected to attend.

"During the last year, there has
been a lot of contact between the

different risk management associa-
lions in the region," said Jorge D.
Luzzi, insurance risk manager for
Latin America for tire manufacturer

Pirelli Group in Buenos Aires, Ar-
gentina, and president of ALARYS.

"For the time being, Latin

America has only four associations:
Argentina, Brazil, Venezuela and
Mexico. But we know that there is a

risk management association set up
recently in Guatemala, and I've con-
tacted some people in Chile with the
same idea."

ALARYS' main goal will be to
educate risk managers throughout
Latin American countries by pub-
lishing textbooks and other infor-
mation in Spanish, he said.

Over the years individual Latin
American risk management associa-
tions have been learning techniques
through the International Federa-
tion of Risk & Insurance Manage-
ment Assns. Of the four associations

mentioned above, only the Venezue-
lam group is not an IFRIMA mem-

ber.

However, "Not a lot of techni-
cal books on insurance and risk

management are in our language,"
he said. "Unfortunately, in my asso-
ciation we have 60% to 70% of our

membership who cannot speak En-
glish and they lose a lot at the inter-
national conferences, which are
normally in English. Our intention is
to continue working with the inter-
national federation but also to de-

velop a conference in our region."
Risk management in South and

Central America has been devel-

oping over the years through mul-
tinational operations with global
risk management programs, he said.
For example, Mr. Luzzi worked in
Pirelli's headquarters in Switzer-
land to learn about the company's
risk management strategy and then
returned to Argentina last year to
manage the region. "This is similar
in other countries," he said.

However, "We don't have a lot

lt's 11:00 P.M.. the end ofthe B,

day for some, but not for truckers, where
it's just the beginning of a long night.

And their workers' compensation exposures '.34
can be as difficult to navigate as the roads r.:Fr
they travel.

When several large trucking firms were looking
for a responsive, cost-effective program for their
employees' non-stop workers' compensation
exposures,Commonwealth Risk was there to help.

As a specialist in alternative risk financing,
Commonwealth Risk knows all the routes an

insured can take in the Alternative Market. With

over twelve years of experience in structuring
captives, Insurance Profit Center® programs and
innovative funding arrangements, Commonwealth
Risk can assist brokers in developing responsive

workers' compensation programs for all types of
sophisticated insureds.

Designing the right alternative risk financing

program is just like knowing the best way to get
from here to there.

When you need a better avenue to control your
large clients' rising cost of workers'compensation
coverage, call Commonwealth Risk.

We structure programs for the long haul,

For more

information,

please call:

Philadelphia, PA (215) 979-3300

()range, CA (-14) 978-0577
1.ondon, England 071-247-1066

CommonwealthRisk
Services, Inc.

An M RM Company

of books or the possibility to at-
tract young people to our profession
because (risk management) is not
discussed at university level."

After several meetings during the
RIMS conference, ALARYS ap-
pointed its first board of directons:

• President: Mr. Luzzi, head of
Asociacion De Adrninistradores De

Riesgos De La Republica Argentina.
• Executive vp: Jorge Luis Her-

nandez, president of Asociacion
Venezolana de Administradores de

Riesgos y Seguros. Also representing
Venezuela at the meetings was
ALARYS Director Francisco Bello,

risk manager for Corpoven S.A.
• Conference vp: Graciela Soto,

president of Instituto Mexicano de
Administradores De Riesgos A.C.
and risk manager for J.V. Corpora-
cion in Mexico City.

• Treasurer: Roberto Lievano

Gallegos, head of risk management
for Almacenes Aurrera, S.A. de C.V.

in Mexico City.

• Secretary: Elizabeth Macari
Pasqualino, risk manager for Gen-
eral Motors de Mexico S.A. de C.V.

in Mexico City.
Other directors include members

of the Brazilian risk management
association Associacao Brasileira de

Gerencia de Risco.

For more information about

ALARYS or the conference, con-

tact Ms. Pasqualjno, General Mot(ms
de Mexico, Oficinas Generales, Lago
Victoria No. 74-8 Piso, 11520 Mex-

ico City, D.F.; 905-625-3392; fax:
905-625-3395. III
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DIRECTORY OF BUYERS

The Business Insurance Directory
of Corporate Buyers of Insurance,
BenefitPlansand RiskManagement
Services contains alphabetical
listings of nearly 2,200 U.S.
corporations. You'llfindnamesand
titles of over 13,000 executives

responsible for risk management,
employee benefits, and more -

plus, vital company facts and
figures. To order a printed copy or
the directory on disk, call:

313/446-1623

The directory is also available on
computer tape. For details, call:

313/446-1625

DIRECTORY

OF HMOs and PPOs

The 1992-1993 Business Insurance

Directory of HMOs and PPOs is
published as part of a special
Managed Care Market Report. The
directory contains profiles of over
1,()00 HMOs and PPOs across the

country-organized alphabetically
by state. To order. call:

313/446-1609

IN-PUBLICATION

DIRECTORIES

In 1991 Business insurance Will

publish 19 in-publication directo-
ries making access to services and
suppliers easy. Providing compre-
hensive listings of firms in special-
ized areas, 8/'s directories give
readers adirect routetobetterman-

agement techniques and eliminate
frustrating hours researching ser-
vices and suppliers available in the
marketplace. For a listing of 1993
in-publication directories, call:

Directory information:
312/649-5279

For more information, call one
of the numbers listed below:

Advertising information:
212/210-0228

Subscription information:
800/678-9595
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Improving risk manager-broker relations
Communication is a key to success, risk manager says

By SALLY ROBERTS

ORLANDO-To improve cur-
rent business relations between

risk managers and their brokers,
a broker service

agreement, a

stewardship re-

port and a per-
REPORT formance ap-

praisal is man-
datory, a risk manager says.

A T I

"The key to success is commu-
nication," said Ellen Pfeiffer,
risk manager-corporate affairs
for computer software firm Bor-
land International Inc. in Scotts

Valley, Calif.
A broker needs to know the

risk manager's goals and objec-
tives, just as the risk manager
should be aware of the broker's

capabilities of obtaining them,
she advised.

Communication between the

two parties about the goals and
capabilities will develop the
trust necessary to establish a
long-term partnership, Ms.
Pfeiffer said during a session at
the 1993 Risk & Insurance Man-

agement Society Inc. conference
in Orlando last month.

Although verbal communica-
tion is good, it often leads to
misunderstandings that could ul-

timately terminate the business
partnership, she said. To in-
crease the probability of success,
communication between risk

managers and brokers must be
reinforced by a written broker
service agreement, she said.

In a broker service agreement,
which can be initiated by either
the risk manager or the broker,
the broker's responsibilities are
clearly defined, Ms. Pfeiffer said.

The agreement should include,
among other things, a survey of

N PRODU r s LIABIlITY
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available markets, claims ad-
ministration procedures, risk
control services, general risk
management consulting services
and exposure assessment, she
said.

Using the phrase "shall in-
clude but not be limited to" in

the broker service agreement is
advisable so the broker is not

limited in suggesting additional
services, Ms. Pfeiffer noted.

When the risk manager and the
broker have agreed on goals and
responsibilities, a stewardship
report also should be prepared,
she recommended.

Amdng the items to be in-
cluded in this report are an orga-
nizational matrix of the account

team personnel with an outline
of responsibilities for each mem-
ber, she said.

Other areas of the stewardship
report include:

• A schedule of all insurance

policies in force, showing ex-
piration date, limits and premi-
urns.

• A summary of losses-paid,
incurred and reserved-for the

previous year and for a five-year
period.

• Comments on major pending
loss prevention recommenda-
tions, claims assistance and
other services.

• Status of the financial re-

sponsibility of the broker.
• Status of mutually agreed-

upon objectives.
• Specific plans for the com-

ing year.
• Future long-term objectives.
Risk managers should then

conduct performance appraisals
of the broker, which can be used
to communicate with upper man-
agement on how the broker is
performing, Ms. Pfeiffer said.

Suggested areas of evaluation
include general performance, in-
surance brokering services, risk
management services and com-
munication, she said.

In addition, administrative

services like timing and accuracy
of documentation, timely deli-
very of risk management infor-
mation, quality of claims admin-
istration and quality of loss
control services should be eva-

luated, she advised.

Performance appraisals should
be conducted quarterly, recom-
mends Michael W. Bryant, direc-
tor of insurance for Westing-
house Electric Corp. in Pitts-
burgh and another speaker dur-
ing the session.

While this is not "absolutely
necessary," risk managers who
evaluate their broker's perfor-
mance more frequently are able
to find and address problems
sooner than those who wait for

problems to manifest, Mr. Bryant
said.

In addition to catching poten-
tially large problems, risk man-
agers also benefit by evaluating
performance because they can
"predefine what success means"
and then focus efforts toward

success, he said.

Additionally, it results in a
mutual understanding of the
processes and facilitates process
improvement, Mr. Bryant said.

Performance appraisals also
facilitate benchmarking because
risk managers become aware of
"who is doing a better job," he
said.

A performance evaluation with
brokers also "'sharpens skills in
risk management," Mr. Bryant
said.

Elisha Finney, manager-risk
management and corporate
credit for electronics and scien-
tific instrument maker Varian

Associates in Palo Alto, Calif.,
coordinated the session. I
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A warning on buying into risk
Risk manager's input needed in mergers, acquisitions

By JUDY GREENWALD

ORLANDO-Risk managers
should be heavily involved in
their company's merger and ac-
- quisition acti-

vities, from the

1 1 W A 1 planning stage
ILI-LUL right through
REPORT

to the finishing
touches, an at-

torney and broker advise.
A guiding principle should be

that the danger is not the bear in
the woods you know about, "it's
the bear in the woods you don't
know about," said Jonathan Al-
pert, an attorney with Alpert,
Josey, Grilli & Hughes in Tampa,
Fla.

Focusing on the preparatory
stage, Mr. Alpert said a key fae-
tor is to identify the business
targeted, including whether it is
an asset-based, cash flow, ser-

vice, manufacturing or "intellec-
tual property" firm, like a com-
puter software company.

Generally, the company in-
volved will be a mix of these

types. But, identifying precisely
which ones helps to determine
the risk manager's issues and
concerns, said Mr. Alpert at a
session on merger and acquisi-
tion due diligence during the
1993 Risk & Insurance Manage-
ment Society Inc. last month.

Depending on the types,
"There will be different risk

management issues and different
risk manager concerns," he said.

In a manufacturing plant, for
instance, the concern could in-

volve protecting a manufactur-
ing base, a chain of distribution,
a warehouse or inventory.

In the case of an intellectual

property firm, the focus could be
on protecting the software, or
even using the intellectual prop-
erty-which can also be a trade-
mark or trade name-as a tax
write-off.

When the risk manager is in-
volved at a very early stage of
the merger process, he or she
"can be a positive and useful
member of the management
team," said Mr. Alpert.

Another consideration in this

early stage, he said, is the impact
of the merger or acquisition on
the risk manager's business. For
example, a company could find
itself acquiring an inventory of
asbestos products or other un-
safe products. "Do the products
contain hidden liabilities?" he
asked.

Another key issue is personnel,
said Mr. Alpert. Although this
traditionally falls into the realm
of human resources, it can in-

volve risk management issues as
well, he said.

"Is the purchase of the busi-
ness or the sale contingent on
key folks involved?" And if it is,
what is their reaction to the pro-
posed deal?

"Your key people will vary de-
pending on the type of organiza-
tion," Mr. Alpert told the ses-
sion. He noted that in some

instances, they are not necessar-
ily obvious-like a secretary who
knows more about the business

than anyone else.
Once they have been identi-

fied, they could be asked to sign
non-compete agreements. He
told of one instance in which em-

ployees were given "stay on"
bonuses, and one by one, after
each employee received the
check, they quit. These people
were a key reason why the firm

was acquired to begin with, and
this issue should have been dealt

with up front, said Mr. Alpert.
Changes in business direction

and goals and their impact on in-
surance must also be evaluated,
he said. "One needs to engage in
financial planning for risk" and
consider factors like funded and

unfunded reserves and self-in-

sured retentions.

Look at the operating charac-
teristics of the entity to be ac-
quired, as well, Mr. Alpert said.
Loss runs and experience rat-
ings, for instance, "will quite
often tell you about how a busi-
ness is being operated and run,"
he said. A well-run business an-

ticipates losses.

First- and third-party liabili-
ties should also be examined, he
said.

Government regulation is yet
another area of concern, said Mr.

Alpert. Are Superfund sites in-
volved? Is there an underground
storage tank on the premises?

Also, has there been any union
trouble? "These are risk manage-
ment issues because clearly one's
labor relations is going to have a
tremendous impact on produc-
tivity." This could affect a com-
pany's liability risks because un-
happy workers can lead to
accidents and injuries, he said.

Issues related to the Equal
Employment Opportunity Com-
mission, health insurance, work-
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ers compensation and pension
should be considered as well,
said Mr. Alpert.

For instance, is the company
committed to paying pensions
from an unfunded pension plan?
he asked.

Denis A. Julien, senior vp with
Rollins Hudig Hall of Florida
Inc. in Tampa, warned risk man-
agers against running afoul of
the dealmaker in their company.

Mr. Julien, who is a former risk
manager, said a dealmaker once
threatened him by saying, "Ju-
lien, don't you wreck my deal,
because I'll get you out of here."

"Just be careful," he advised.
An exposure analysis should

be done before any merger or ac-
quisition, said Mr. Julien, who
said a good question to ask su-
pervisors is "What keeps you up
at night?"

Discussing coverage issues, he
suggested looking at old forms

and embarking on a quantitative
and qualitative analysis of IBNR
reserves, perhaps with the help
of an outside firm.

The impact on the ongoing in-
surance program should also be
examined. The risk manager
might want to keep two separate
programs for a while. he said.

Look at the broker involved, he
advised. Is it someone you could
work with? On the other hand, a

merger or acquisition could also
provide a welcome opportunity
to get rid of the company's exist-
ing broker, he said.

The session also featured a skit

in which a risk manager learned
his boss did not know what risk

management entailed.
The session was coordinated

by Mr. Julien. Thomas A. De-
Lillo, vp-risk management ser-
vices for the Jim Walter Corp. in
Tampa, Fla., served as the mod-
erator. m
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At last- Workers' Comp that wor*sf
The FutureComp system provides
the fastz affordable solutions brokers
and their clients have been seeking

The Home has developed a
powerful, innovative program
in response to the ever escala-
ting cost and complexity of
Workers' Comp.

It's called FutureComp. And
it provides the long-sought
capability of building and ad-
ministering an effective
Workers' Comp program that
responds to the unique needs
of every company.
A responsive relationship

FutureComp is not a
"top-down" program that forces
our require-
ments onto a

company's procedures.
Rather, it tailors flexible
"modules" to specific
situations. Costs are

contained, workers re-

habilitated and helped
back to the job as soon
as possible.

The program
in action i

Within minutes of receiving a
report of an employee injury via
Home's "800" claims reporting
number, the State Report of
Injury form is completed and

filed with the

appropriate
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workers' comp that INcy¢cs

HOME INSURANCE

W.C. commission

and with Home's
Account Claim

professional.
Managing treat-
ment and costsIf the claim data I m
fits establishedUtl . 4*4
criteria, a medical 0
early intervention « *]

unit confirms, within hours, that 0,551
the employee has been referred
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Shedding light on AIDS-related costs
Education helps manage the risk

By NANCY P. JOHNSON

ORLANDO-AIDS and HIV can

cost employers big money, according
to an economist.

Researchers

mi,IA are just begin-
ning to release
figures on direct

RiPORT costs to employ-
ers due to ac-

quired immune deficiency syndrome
and the virus that causes it, but the
indirect costs are considerable, too,
said Paul G. Farnham, a visiting
health economist at the National
AIDS Information and Education

Program at the Centers for Disease
Control and Prevention in Atlanta.

He also is a professor at the Depart-

ERE,

ment of Economics and Center for

Risk Management and Insurance
Research at Georgia State Univer-
sity in Atlanta.

Speaking at the 1993 Risk & In-
surance Management Society Inc.
conference in Orlando last month,
Mr. Famham noted that AIDS is an

ever-growing concern for employers
and employees alike. One in every
250 Americans is infected with HIV,
and AIDS is the third-highest cause
of death among adults between ages
25 and 44, the CDC estimates.

These numbers are taking a toll
on large and small businesses, he
said. Half the nation's workers are

in the at-risk 25-to-44 age group, he
said. And, more than two-thirds of
companies with 2,500 to 5,000 em-

.

ployees and nearly one in 12 small
employers have experienced an em-
ployee who is infected with HIV
or AIDS, he said.

The total cost for treating AIDS
patients or HIV-positive people is
increasing dramatically, mostly due
to drug research and increases in
drug prices, Mr. Farnham said.

The average cost to society for
medical treatment of an AIDS pa-
tient-including lost tax revenue
and lost productivity, as well as
medical costs paid by employers and
insurers-rose to $102,000 in 1992
from $85,000 in 1991, according to
the Agency for Health Care Policy
Research in Washington. This cost
represents the average 20 months
between diagnosis of AIDS and
death.

Likewise, the average annual cost

to a physician or medi- :I'llil---1/lillil -=S=: 1 the treatment

plan conforms tocal facility in the Pre- Mg-A-L-_ _- -
ferred Provider network. V'- 37 d database norms
Over the next 30 days, *v j* 88 I and treatment

The Home case man-   guidelines. Allagers work with the .A' 9I27 medical bills are

employer, The Home -6213IN put through the
Claims professional and the comprehensive automated re-
medical provider to assure that view system.
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"Return to Work" at work

When the employee's con-
dition permits, the "Return to
Work" program is intitiated. All
parties - including the employ-
efs Return to Work Coordinator,
Home Loss Control experts and
the injured employee - review
the job bank already set up and
agree on how and when the

employee will return to work.

to society of medical treatment for
an HIV-positive individual who has
not been diagnosed with AIDS rose
to $10,000 in 1992 from $5,100 in
1991. Again, most of the increase
was due to higher drug costs.

Of the $67 billion total cost to
society in 1991 due to AIDS and
HIV, at least 80% is due to indirect

costs, like lost productivity and lost
revenue due to individuals dying
prematurely, he said, quoting fig-
ures from the Agency for Health
Care Policy Research in Washing-
ton.

AIDS- and HIV-related costs to

employers fall into three categories,
he said.

The easily measurable costs fall
under: health insurance; short-term

and long-term disability; life insur-
ance paid prematurely; and costs

f

5M

Business Insurance, May 10, 1993 / 33

associated with recruiting, hiring
and training a replacement.

The partially measurable costs in-
clude: analysis of impact of federal
and state legislation on business, in-
cluding the Americans with Disabi-
hties Act; legal defense against dis-
crimination and privacy suits; and
HIV/AIDS policy development and
education programs.

But the last group, perception-
based costs, are not yet measur-
able, said Mr. Farnham. This in-
cludes: the reduced productivity of
co-workers of employees with HIV
or AIDS; lost business due to cus-
tomers' concerns about employees
with HIV or AIDS; reduced produc-
tivity of employees who are caring
for a person with AIDS; and manag-
ers' lost productivity due to dealing
with these issues.

Employers should be concerned
about lost workplace productivity
due to employees' fears about work-
ing with someone with HIV, said
Mr. Farnham.

The fear of contracting AIDS is
prevalent, he said. Some 50% of
working Americans consider AIDS
their chief health concern, and 34%
know someone with HIV or AIDS,
according to the National Leader-
ship Coalition on AIDS.

Plenty can be done about AIDS
and HIV from a risk management
point of view, according to James
Seaman, division employee assis-
tance program administrator at
Owens-Coming Fiberglas Corp. in
Toledo, Ohio.

Until a cure for AIDS is found,

education and prevention are the
best tools available for managing
the risks associated with the dis-

ease, he said.
But many employers has mpy

conducted AIDS education program
in their workplaces, he pointed out.

Mr. Seaman created an AIDS/HIV

training program for Owens-Corn-
ing in 1990 for use at the manufac-
turer's 27 US. plants. In 1992, the
program won an award from the
American Red Cross.

A good AIDS/HIV training pro-
gram has several elements, Mr. Sea-
man said: Its goals should be clearly
outlined; the presentation should be
clear, concise, culturally sensitive
and age-specific; the material
should focus on skills that help peo-
ple make responsible choices and
change dangerous behaviors; and
the program should evaluate results.

Many corporate AIDS/HIV
awareness programs rely on "pas-
sive" materials, like printed hand-
outs or a video presentation, Mr.
Seaman said.

Those methods used by them-
selves can increase knowledge about
AIDS/HIV, but they are ineffective
in changing behaviors, and in fact
can increase employees' fear of con-
tracting AIDS, he said.

The most effective AIDS/HIV

awareness programs are interactive,
he stressed. For example, a program
can include guided question-and-
answer sessions led by a medical
professional.

Another successful interactive

method is role-playing in small
groups, he said.

For example, two employees can
play out a scene in which a health
professional must inform an em-
ployee that he has tested positive for
AIDS. Later, members of the group
ask the two players how they felt
while playing the role and how they
would feel if the situation were real.

This method is very successful in
changing negative attitudes about
worldng with individuals with HIV,
said Mr. Seaman.

Finally, the program should be
measured periodically to see
whether goals are being reached and
results are being achieved.

Kelly L. Traw, manager at the
Washington Business Group on
Health, coordinated the session. Ell



-IN ORDER TO OPTIMIZE YOUR CASH FLOW,

OUR FLEXI)LE FINANCING HAD TO HAVE SOME UNIQUE GUIDELINES.

Casb flow is tbe lifeblood of any company. Preserving it is critical. Optimizing it is essen-

tial. No one knows tbat better tban we do. /Tbat' s wby we developed Flexible Financing. A
customized premium financing plan tailored exclusively to your compan9 s individual needs.So

our guidelines are your guidelines. Flexible Financing can be geared to your compan* busi-
ness cycle. Instead of simply making premium payments affordable, it provides you witb opti-

mum casb flow. Tbe kind tbat, in tbis day and age, can belp grow and expand your business.

 But it can also do more. Because Flexible Financing can include audits, retrospective loss
adjustments, captive capitalizations and even alternatives to Letters of Credit. In short, it' s far

more tban traditional premium financing. /Best of all, tbe cost of Flexible Financing, is less
tban you think. Often lower tban your companfs current cost offunds. /So stop wrapping up
your companfs precious casb in insurance premiums. Call your agent or broker today. Or give

us a call at 800-221- 3450, ext. 5509. And ask about our A.I. Credit Corp.
Flexible Financing witb its variety of insurance funding Insuranceprerniumfinancing
alternatives. We'll belp you fill in tbe blanks. IN World leaders in insurance and financial services.

In California, these products are marketed by AICCO, Inc., a wholly owned subsidiary of A.I. Credit Corp.
A.I. Credit Corp., a member company of American International Group, Inc.
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ASK A BENEFITS MANAGER
Tax proposal to increase
interest in some benefits

Based on the program outlined
by President Clinton, it
appears that income taxes will
increase. What impact will
this have on employee
benefits?

Ever since the tax rates were

decreased under the Tax Reform

A Act of 1986, we have been

waiting for the individual income
tax rate to increase. It appears

that this may happen in the very
- short term.

President Clinton's tax plan
proposes a new 36% tax rate-up from 319-for
taxable income in excess of $140,000 for married

individuals filing jointly; $127,500 for heads of
households; $115,000 for unmarried individuals;

$70,000 for married individuals filing separately;
and $5,500 for estates and trusts.

While one's initial reaction to the proposal is that
it will affect only the highest-paid in an
organization, we can't lose sight of the large number
of dual-income families. Considering the
dual-income families, this tax package affects more
individuals than one would initially think.

Two other elements of the tax proposal include a
"high-income surcharge" of an additional 10% on
individuals with taxable income in excess of

$250,000, and the elimination of the cap on wages
subject to Medicare taxes. Currently, an employer

and employee Medicare tax of 1.45% is applied to
the first $135,000 of earnings.

As a result of,the increase in the individual tax

rate, those benefits that shelter income from current

taxes will become increasingly important to

employees. These benefits include 401(k) plans,
premium conversion plans, flexible spending
accounts and possibly full flex plans:

• 401(k) plans.
The benefit that provides the greatest opportunity

for employees to maintain direct control of their
income while sheltering it from taxes is the 401(k)
plan. The typical 401(k) plan allows employee
contributions of up to 15% of pay, with the employer
matching up to 6%. The IRS sets an annual
maximum contribution amount; for 1993 it is

$8,994. Contributions can be based on salary up to a
maximum of $235,840 for 1993.

As employees look for ways to shelter an

increased amount of their income from taxes, they
will be looking to contribute additional dollars to

their 401(k) plans. To meet the needs of their
employees, employers may want to consider

increasing the maximum contribution allowed

under their 401(k) plans. This is generally a no-cost
move by employers-beyond some administrative
work-and will be a plus for employees.

However, before making a change, employers will
want to closely review their non-discrimination

tests to ensure these tests still will be passed with
increased contributions from highly compensated
employees. Some plans have had to lower their
maximum contribution allowed for highly
compensated employees to meet the requirements of
the non-discrimination tests.

• Pretax premium contribution plans.
Many health care plans today provide for

employee contributions to the plan to be made

on a pretax basis under Section 125 of the IRS
code.

Establishing these plans can be done with little

start-up cost and minimal ongoing costs. With the
increasing cost of health care being shifted to
employees through increased premiums and the
increased tax rates, such a plan is a nice plus for
employees.

• Flexible spending accounts.
Flexible spending accounts for health care and

dependent care provide for pretax contributions to

cover n6n-reimbursed medical expenses and eligible
dependent care--child and elder-expenses.

With the increased tax rates, FSAs will become

more attractive to employees. Currently, average
participation rates in these plans are 20% for health

care and 3% for dependent care. The average
amount contributed to health care FSAs is about

$600, while the average for dependent care FSAs is
$2,900.

Many employees have not pursued these plans due
to the "use it or lose it" provision. Any dollars not
withdrawn from the plan during the year are
forfeited to the plan. But employees are likely to
take another look at FSAs, especially because taxes
are never paid on contributions to an FSA. Unlike
401(k) plans, in which you defer the payment of
taxes, FSA contributions are never subject to taxes.
And,increased contributions to FSAs can save

employers money, because FSA contributions are
not subject to Federal Insurance Contributions Act

taxes, which the employer must match.
The flexibility with regard to FSAs is somewhat

limited, since employees can only enroll in the plan

during the annual enrollment period. And, once an
employee enrolls, they cannot make a change in the
amount contributed unless there is a change in the
employee's family status-such as marriage,
divorce, birth or adoption of child.

• Full flex plans.
A full flex plan gives employees the opportunity

to choose those benefits that are most appropriate

for their personal situation. Most benefits under flex

plans are provided on a tax-free basis.
The best example in which flex can help an

employee is where an employer currently provides
life insurance in excess of $50,000 and the
employee's personal situation calls for life insurance
at or below the $50,000 level. If a flex plan is
implemented in this situation, the employee would
opt for the $50,000 life coverage, use the additional
credits for opting for a lower level of life coverage
to "buy" other, more appropriate benefits and not
pay additional taxes on the imputed income related
to life coverage in excess of $50,000.

Implementing a flex program ensures the most
effective use of benefit dollars, but adds

administrative expense. As a result, employers will
want to implement a flexible benefit program for

reasons other than potential tax savings for
employees.

The two most common reasons companies

implement flex programs are generally to meet the
diverse needs of their employees and to manage
medical costs.

As employee benefit professionals, we always
need to be aware of happenings in Washington and
to determine the impact of changes on our
organizations and more specifically our benefit
plans. The changes in the individual income tax

rates provide us with the opportunity to modify
current plans and possibly implement new plans. In
either case, increased communication to employees
will be necessary so that employees can understand
how to use the benefit plans available to them and
to appreciate these plans. Ell

Would you like advice from an experienced colleague
on a risk management, benefits management or
actuariat problem? Four quarterly features in the
Perspective section of Business Insurance can give you
some answers.

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

This month's column on employee benefit
management issues is written by
Dennis J. Nirtaut, manager Of

46 employee benefits at Continental
Bank Corp. in Chicago. Susan M.
Werner, director of risk management
at Hardee's Food Systems Inc. in
Rocky Mount, N.C., answers questions
on risk management issues. William J.
Miner, an actuary with The Wyatt Co.
in Chicago, answers actuariat
questions on benefits issues. And,

Mr. Nirtaut Richard E. Sherman, president of
Pacific Actuarial Resources (PAR)

Excettence in Ashland, Ore., answers actuarial

questions in the casualty field.
Mr. Nirtaut's next column will appear in August.
Address your questions to ASK, Business Insurance,

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

Mo penalty for employer's failure to remind employee of IRS requirements
Monetary damages sought under the

Employment Retirement Income
Security Act by a former employee for
the failure of savings plan
administrators to give him notice of

the "roll-over option" required by the
Internal Revenue Service did not

constitute "equitable relief" allowed
under ERISA, according to the 8th
U.S. Circuit Court of Appea15.

James Novak, an employee of

Andersen Corp., quit in June 1987 and
elected to cash out his accumulated

benefits in the company stock
ownership plan, a qualified ERISA
plan. He received a first distribution
of about $85,000 followed by a final

Legul Briefs
distribution of about $3,200.

Neither the employer or the plan
administrators gave Mr. Novak
written notice of the "roll-over

option" as required by the Internal
Revenue Code.

Mr. Novak did not transfer his

distribution to an eligible retirement
plan and was, therefore, taxed on the
entire distribution. Mr. Novak sought
damages from the plan for failure to
give him the notice, but his claim was
denied. Mr. Novak sued and lost in the

trial court.

On appeal, Mr. Novak argued that
the plan's breach of contract in failing
to give him the notice entitled him to
equitable relief under ERISA.

The court said that the ERISA

provision at issue entitled him, as a
beneficiary, to equitable relief, i.e.,
forcing a delinquent plan
administrator to perform required
duties under the plan or even, if
warranted, imposing a constructive
trust on the plan's assets.

"It does not, however," the court
stressed, "entitle him to force a

delinquent plan administrator to pay
monetary damages to compensate Mr.
Novak for injuries suffered as a result

of the administrator's alleged breach

of the plan. . . ." The trial court
decision was affirmed.

Novak vs. Andersen Corp; 8th U.S.

Circuit Court of Appeals, April 9,
1992, rehearing and suggestion for
rehearing en banc denied May 29, 1992
(BI/04/My.-$10).

These abstracts were prepared by

Mayo H. Stiegler. Copies Of these

decisions are available by sending a
$10 check payable to Mayo H. Stiegler,
to Business Insurance, 740 N. Rush St.,

Chicago, Ill. 60611-2590. List the
number for each opinion.
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New vendors, products liven RIMS exhibit
By JOANNE WOJCIK armrests than can help prevent deposit and cash management, as time standards for treating phy-

repetitive strain injuries well as international cash man- sicians "to take the dead time

ORLANDO-Risk managers Jim Moss, president of the Risk managers agement, she explained out of the workers compensation

cruising the exhibit hall at the newly formed company, Invented A few rows away, Comerica system," he said
1993 Risk & Insurance Manage- the product for himself Bank was touting its interna- National Rehabilitation Cen-

ment Society "I was an engineer who was see everything tional banking services ters does not charge for its cost-

Inc conference hurting," he recounted "My Manufacturers Bank of Detroit containment services, however

h 1 in Orlando last daughter, who is a physical from bankers' was acquired in 1992 by Co- The only charge lS for the physi-
_1111 1 month seemed therapist, said to keep my wrists merica, which adopted Manufac- cal therapy services the company
REPOR¥1

more interested up," but fatigue often caused his turer's international banking de- provides from its 200 locations in

in serious prod- arms to slouch at the keyboard booths to partment as its own, explained 30 states, according to Mr
uct demonstrations than in wily "So I developed this for my- Carlyle "Eugene" Justus, vp in Miller
giveaways self," Mr Moss said as he de- the international banking de- As a result, clients get to keep

Indeed, unlike past years in monstrated how the wrist sup- carpal tunnel partment their savings, he said, pointing
which vendors had run out of ports could be adlusted for three "Captives are looking at the out as an example Walgreen's
goodies by the last day of the ex- different arm weights by chang- diagnostics creditworthiness of banks, and Orlando Distribution Center,

hibition, this year many exhibi- ing a plate designed hke a shock our exhibit points out all the which shaved ltS workers com-
tors were seen urging risk man- absorber that lS attached to the domiciles where our bank is ac- pensation rehabilitation costs to
agers to take two or three of each keyboard shelf tive," he said, pointing to the nu- $32,000 m 1991 from $324,000 in
"gift" as the end of the week
drew nigh

And while some vendors said

exhibit hall traffic was up,
others complained that the lure * 1

of Walt Disney World and nearby --

golf courses may have kept risk

managers away

1

1

f, 4'.,6
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new vendors offering new prod-

But risk managers who did
take time to tour this year s ex-

1
*

1 ' ' *t

hibit hall in the Orange County t
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Convention Center found several ., .
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ucts and services to make their /

l 1

jobs easier z .4 1

Traffic was steady at booths
'1 J

1 41 1 1 "11\11offering products and services to V 4
1 f .'

help diagnose, prevent and treat L_UAL 11&,1, L_ 3carpal tunnel syndrome
Claims Director Steve Kenne-

beck from Seattle-based Tyson 4 5
35· ,4. i, )11 5'' 1. 1 '11

Seafoods Inc and Assistant

1

t ,/

Treasurer Karen Edlund at M/A Sti&6,4 ¥ lim ,/S-.* I. I I

Com Inc, a Lowell, Mass -based
kN<**r f 4

electronics firm, were attracted 1- L t

stratKm cof aedtiieussdd;omst - --

--I=i* I

-- 't:

for carpal tunnel syndrome
5 1 f r -

At $18,000, the cost of TTI's -T-

Vibrotactile Tester "is one-third _1_--------
4 1'

'11 L 4
of a claim for us, and we have a 1

*S*

lot of claims," said Mr Kenne-
«-t 11 - 1

beck The average carpal tunnel
S' ' A r 1%47Ze *

claim for Tyson Seafoods, which
employs about 1,000 people on

11

11 k 1,1.
fishing boats in the Pacific
Ocean, is nearly $40,000, he esti- r. r

ovaSc*+
li

nnated

"I could see it cost-Justifying
itself quickly," agreed Ms Ed- 15,2 2
lund, who said many employees 71

1 <4 -
1 -5

In...

in her company often wait too I 4 J , t'
long to be diagnosed with the

7crippling disorder out of fear tl...
they could lose their jobs

The Vibrotactile Tester screens ¥ 1 .
for early signs of peripheral
neuropathy, or the loss of sensa-

/4. 1

i f

tion, explained Gaelyn Derr, vp-
sales for Salt Lake City-based , t\1. + Il, 1 / 4
TTI

As Mr Kennebeck watched, \

Ms Edlund placed her hand over r hfthe dome-like testing device and #/
t

waited to feel the sensation in ''111,14
her middle finger that would in-
dicate whether she was losing
her sense of touch Realizing that many keyboard support weights firm support, merous flags plotted on an illu- 1989

Besides being its cost, the de- operators are now using a mouse, standard support and light- minated map of the world First-time exhibitor Nova

vice is quicker, more accurate Mr Moss developed a version weight support The other two new bank exhi- Technology Inc of Calabasas,
and certainly more comfortable with a single arm for mouse users Several non-traditional exhi- bitors were the Bank of N T Calif, demonstrated how a de-
than a nerve conducting test, the and an extended table that can bitors touted the services they Butterfield & Son Ltd in Hamil- fense contractor can find a
usual method used to diagnose accommodate both a keyboard could provide to risk managers ton, Bermuda, and the Central peacetime application for a war-
carpal tunnel syndrome, Ms and a mouse at this year's RIMS conference Bank of Barbados in Bridge- time product
Derr pointed out The products range from For example, four banks had town NovaScan combines the latest

"Its clinical accuracy is 77%, $89 50 for a single sliding key- their own booths, up from Just Another first-time exhibitor, in computer technology-a flight
compared with 44% for the nerve board shelf that fits below a one last year National Rehabilitation Centers simulator-with clinical psy-
conducting test," she said "So desktop and pulls out like a Conveniently located adjacent Inc of Brentwood, Tenn , at- chology to create a video-game-
lt's more sensitive and lt doesn't drawer, to $339 50 for the dou- to the Colorado Assn of Captive tracted risk managers to ltS like device that can detect em-
hurt " ble-arm mouse and keyboard Entities exhibit, the Colorado booth with a striking mural of a ployee performance impairment

However, Ms Derr was quick combination unitt National Bank booth attempted worker being guided through a The device "is an alternative to

to point out that the test, which Florida Orthopedics Inc of to complement its neighbor green hedge maze drug and alcohol testing," ex-
can be performed by laypersons, Miami Lakes, Fla, also was mar- "We wanted to show what a The physical therapy company plained Susan Hulett, director of
should not be used as a substi- keting carpal tunnel prevention bank can do for a captive," ex- was promoting its Early Return implementation services Em-
tute for a physician's examina- products along with its line of plained Leslie Kelley, vp-com- to Work System, which uses ployees taking the test use a
tion back supports mercial loans in Denver, a first- managed care techniques and Joystick to line up objects on the

Another new exhibitor, Myo- The firm's SafeTwrist support, time exhibitor medical protocols, explained screen, thereby testing their eye-
Netics Inc of Satellite Beach, which resembles the braces that Banks can provide captive in- Thomas Miller, director of man- hand coordination
Fla , marketed an ergonomic bowlers often wear to keep their surers with such services as let- aged care systems Unlike drug and alcohol tests
keyboard holder with attached Wrists straight, comes in three ters of credit, lmes of credit, and The company also negotiates Continued on page 38



Funny howall
Helmsman customers

look alike.

Helmsman Loss Prevention Consultants provide
effective, tailored programs to identify and control losses.
We also give you flexible and timely information services
which include standard and customized reports plus
Risktrac,® Helmsman's risk management information
system, to help you manage your entire program.

Now all this is smart enough, but what is truly brilliant is
selecting the only service provider backed by the nation's
leader in Workers Compensation, Liberty Mutual, with 130
offices coast to coast.

To succeed as a self-insureo you can't only look smart,
you have to work smart. Helmsman customers know that
their Workers Compensation costs are made up of losses
and service expenses. Real long-term savings come from
attacking losses, which can account for over 80% of your
total expense.

Helmsman can give you a lower final cost because we
provide quality service from a proven source and the
broadest approach to managed care, including medical
case management and rehabilitation services.

Helmsman Service Plans paycustomers' claims quickly
and correctly We stay in constant communication through-
out the entire process.

 Helmsman

 Management
Services, Inc.

Little wonder Helmsman customers are recognized as
geniuses. Relatively speaking, of course.

© Helmsman Management Services is a wholly owned subsidiary of Liberty Mutual Insurance Group/Boston
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Exhibit hall
Continued from page 36
which can only detect trace
amounts of these substances if

they are active in an employee's
bloodstream, NovaScan can de-
tect other, less obvious causes for
impairments, like sleep depriva-
tion, personal problems, even
hangovers, she added.

No capital investment is re-
quired to use the device, whicb is
self-administered by individual
employees, according to Ms. Hu-
lett. The device is left on site,

and employers pay a per-test
charge.

NovaScan will be used by
NASA to test the effect of

weightlessness on astronauts'
motor skills when the device

travels into space on a June 1994
space shuttle mission.

While these new products and
services drew considerable at-

tention, many vendors used
tricks, toys and even treats to
lure risk managers into their
booths.

Mutual of Omaha Cos. pre-
sented its customary zoo escap-
ees, while Hartford Steam Boiler .
Inspection & Insurance Co. of-
fered a "mentalist" who could

not only read minds, but perform
card tricks as well.

Liberty Mutual Insurance Co.
and Sedgwick James Inc. each
offered risk managers the oppor-
tunity to sit for either a sketched
portrait or a less serious carica-
ture, depending on each person's
demeanor.

ITT/Hartford Group Inc.'s Jud
Barker-an appropriate surname
for an exhibit hall vendor-of-

fered passersby sunscreen as
"protection" from Florida's
harmful ultraviolet rays.

Meanwhile, premium financing
company A.I. Credit Corp. tried

curnm
COSTO
FRAUD.

Fraud is an unfortunate fact of life in business today.
Workers' compensation fraud alone costs US. business

billions of dollars each year, with no end in sight. However,

there are fast, legal, and cost-effective ways to minimize

losses due to fraudulent Workers' compensation claims.

Pinkerton Investigmtion Services can help you solve

these expensive, time-consuming investigations. Our

highly trained professionals utilize modem equipment and

proven techniques to provide you with the necessary legal

evidence of fraud. Proof such as photographs, videotapes,

documentation and sworn statements are gathered to help

protect your company's interests. Each case is handled

®ickly, accurately, and professionally. All investigations
are carefully planned and executed to comply with current
federal, state, and local laws.

Call Pinker*on Investigation Services today and

find out how we can help you stop the high cost of fraud-

before it stops you.

1-800-232-PINK (7465)

Fax: (704)554-1806

UNCI FREE:1=PINKERWII
XMWZ Callfor #*ee copy of '1 serr®.el-d our 1993 Pinke,ton 1-*SIj Reference Guide J'%*R,-kl to Investigation/

- Senices. ,4&//P

© Pinkerton·s, Inc. 1993

PINKERTON®
INVESTIGATION
SERVICES
The Best People for the Job:

RM

to grab the attention of risk
managers with a cassette of
"premium hits" from the '5Os
and '605.

"It's not magic, it's risk man-
agement," was the message on a
paper star dangling from a magic
wand filled with glitter and tiny
images like a burning building

ston, R.I., office.
Protection Mutual Insurance

Co. handed out navy rain pon-
chos to illustrate that "we can

cover you and protect you with
our global policies," said Dennis
Butson, a district vp in Park
Ridge, Ill.

Treats at this year's RIMS ex-

As always, 'Zurich still has the best candy bars,'
quipped Fred Berhenke, a Colorado Assn. of
Captive Entities member, as he strolled off
toward Zurich-American Insurance Group's

booth for a snack.

and the logo for Arkwright Mu-
tual Insurance Co.

The Waltham, Mass.-based in-
surer used the RIMS conference

to market its seminars on loss

control for high-rise buildings.
At another booth, visitors were

encouraged to "Take two, we
have plenty," as Richard E. Wie-
gandt, vp and operations sales
manager for Allendale Insurance
in Seven Hills, Ohio, held out a
teal-colored coil resembling a
"Slinky" toy.

"Once people realize what they
are, they start to smile," he said.

"I think it's because it makes

them remember their child-

hood," said Florine Edwards, an
assistant vp in Allendale's John-

hibit also came in the form of

perishable goods.
Robert Boyer, Northwest sales

manager based in Seattle for
Diagnostic Environmental Inc.,
handed out Washington state
apples to lure risk managers in to
discuss the company's architec-
tural site evaluation services.

Transamerica Insurance Group
offered free cappuccino and truf-
fle cookies. The Woodland Hills,
Calif.-based insurer, which just
completed an initial public of-
fering, didn't want any gadgets
with its logo to outlive a six-
month deadline for using the
name of parent Transamerica
Corp.

Although the IPO was for

In Defense of The
American Dream

At Great American Insurance, we know

that private ownership is an important

part of the American Dream... a dream

we've been insuring since 1872. We also
realize that directors and officers of

closely-held, family-owned or even wholly-

owned companies are vulnerable to law-

suits, placing personal assets at risk. Our

Directors' and Officers' Liability policy

for non-publicly traded companies offers

a variety of coverages such as wrongful

termination and fiduciary liability, with-
out many of the limiting exclusions you

may find elsewhere.

Call the Executive Liability Division. We
believe in the American Dream and under-

stand private companies because we are

one... the largest privately-owned

property/casualty insurance group in the
country.

The Great American

Insurance Groupsm
Executive Liability Division

Phone: (708) 330-6750
FAX: (708) 619-6457
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STRENGTH WITH INTEGRITY-

shares in TIG Holdings Inc., a
new name has not yet been cho-
sen for the property/casualty in-
surance company, according to
Eileen MeGinty, resident vp in
the national broker marketing
division.

And, as always, "Zurich' still
has the best candy bars,"
quipped Fred Berhenke, a Colo-
rado Assn. of Captive Entities
member, as he strolled off to-
ward Zurich-American Insur-

ance Group's booth for a snack.
Because it was far away from

aisles full of exhibitors' tricks

and treats, few risk managers
sought out claims administrator
Sarasota International Risk &

Insurance Services Inc., whose
booth was all alone in the first

row of the exhibit hall.

"I'm the Maytag repairman of
exhibitors," lamented Marketing
Representative Angela Borth-
wick as a few risk managers
peeked around the corner to see
who was talking.

A real attention getter at the
exhibit hall was a wedding pro-
posal broadcast over the hall's
announcement system on Mon-
day.

Ted Dhooge, an engineer with
AVO MultiAmp Institute of Dal-
las asked Grace Gagnet, safety
services supervisor for NJ & As-
sociates of Dallas, to "take the
ultimate risk and be his wife.".

She accepted in a more private
setting. m

-m
An
m-1

m.o
Liability Insurance
for Non-Publicly

Traded Companies



1here's a distinct pattern to most group health managed care networks - sameness. The
trouble is; medicine's not practiced the same way everywhere. So when it comes to containing
costs, what plays in

Peoria may not work in
Philadelphia.

That's why, at
ITT Hartford, we take

a regional approach to

managed care.
We start by care-

fully scrutinizing all the
managed care delivery
systems in a given area
to determine which is

best. Then we subject

our choice to a battery
of tests to ensure it meets

our standards for acces-

sibility, flexibility, fee
structure, utilization management, quality assurance and service.

HEN WECET monitor performance.

Once we contract with a local

network, we constantly and consistently

Cost containment efforts are man-

GROLPMEDICAL aged at the local level. Incentives to use
the network are built-in. Claim admin-

istration is coordinated. Cost man-

COSTS WE DON'T And a wide choice of payment plansagement reports are customized.

optimizes cash flow.

GT COR\*RS. The result is a managed care pro-
gram that meets the needs of the custom-
er, employer and employees alike.

For complete information, call Janis Allen, Director of Marketing, at 203-843-8599.
Or write her at ITT Hartford Life Insurance Companies, RO. Box 2999, Hartford, CT
06104-2999. You'll find we offer a unique edge.
© 1993 ITT Hartford Insurance Group. Hartford. CT 06115 1L

FOR THE BEST IN LIFE - AND HEALTH ITT HARTFORD
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Ways to reduce risk of work comp fraud Mr Buckley said among the
'red flags" that indicate possi-

ble workers comp fraud are
• The refusal of treatment for

Background screenings, fraud hot tine hetpful, erpert says "There ms no fixed level," said an alleged injury, or a change in
Mr Buckley However, he added, Job status

By JUDY GREENWALD tion of those committing insur- prosecution that you have suffi- "for the most part, $25,000 • The employee having as a
anee fraud clent information for a viable should be sufficient for a local hobby "high-risk activities" like

ORLANDO-Conducting pie- However employers should case," Mr Buckley observed level. skydiving
employment background screen- recognize the complexity of wo- Furthermore, prosecutors al An employer is obligated to • "Mixed messages" about the
ingE of job applicants is one of secuting workers comp fraud the state and federal levels have present to prosecutors even in- accident, such as InConsistent

several mea- eases Mr Buckley said a shortage of available person- formation that could hurt their explanations of what happened
TIT « sure risk man- The employer, for instance nel, which means "you guys must case, said Mr Buckley "You • The absence of any witnesses

agers take to must beable to state the misrep- do a lot of the upfroni work,"he can't lust give them the good tothe accident
reduce workers resentation involved, identify the said A fraud case must also in- stuff You have to give them all • Late reporting of an acci-REPORT

compensation evidence, explain how the faets volve a sufficient amount of of it " dent

fraud, an in- would change the decision to money to Interest a prosecutor Insurance company claims ad- Also speaking at the seminar
surer says grant workers comp benefits. he said justers and examiners should was T J Harrington supervisory

Such investigations can cost and provide evidence supporting That amount will vary accord- also be trained to reduce workers special agent for the FBI in
anywhere from $50 to $120 and that an injury or illness was ing to the jurisdiction, Mr Buck- comp fraud, said Mr Buckley Washington, who discussed his
touch on most of the significant misrepresented, he said The em- ley said For instance. in Detroit, And those involved in litigation agency's efforts in the area of in-
elements of a person's back- ployer's claims files should in- Kemper was able to convince a should be taught Lhat settlement surance frabd
ground, explained Robert L clude interviews, photographs prosecutor to pursue a case in- is "not always the way to go," The session coordinator was

Buckley, manager-special inves- and surveillance video, he ad- volving only $4,000, while a because they have a responsibil- Raymond M Barrett, national
tigations for Kemper National vised prosecutor 111 Chicago would not ity to the polleyholder as well as account claim officer for Kemper
Insurance Cos m Long Grove, "It s difficult to satisfy the have been interested, he said the industry overall in Long Grove, Ill El
Ill

"A variety of elements pop up
if you do the background inves-
tigation," he said during a ses-
sion at the 1993 Risk & Insur-

ance Management Society Inc
conference last month

For instance, these investiga-
lions may give employers a bet-
ter chance of learning if an ap-
plicant is not properly prepared i
for the Job, can provide informa-
bon about high turnover in pre-
vic)us lot)s and could indicate
whether the prospective em-
ployee has engaged in criminal . r'l

'*P I -*0.-

activity, said Mr Buckley, who is *1t'..'
a former FBI agent

In addition to screening poten- 1tial employees, Mr Buckley re-
commended that employers in-
stall confidential telephone lines
for employees to report suspi-
cious workers comp claims Co-

"m. r¥
workers have a responsibility to
report the information in cases
of fraud, he said

The session's moderator, Ken
Albrecht, director-risk manage-
ment for Frito-Lay Inc m Plano,
Texas, said his company has in- 1
troduced a confidential phone
line for reports of workers comp
abuses

Calls on the line average about
five a week, of which two are L,40'.4/4/4* , 4'

"personnel-related," with the re- '**¥P

.

maining three having ' 'some va-
hdity," said Mr Albrecht

The biggest benefit of the ]»ine,
he said, is it serves as a deterrent .

to employees who might engage S -e -

Eli

in workers comp fraud ..

Among other suggestions Mr, Ct

Buckley made for reducing
workers comp fraud f

• Conduct immediate and

thorough inquiries into work-
.. e

place injuries, record the results
.

and provide them to the insurer
• Encourage a prompt return-

to-work policy, including light
,

duty where feasible
"You must get people back to

work before they get comfort-
I

able" sitting at home and watch-
ing television, Mr Buckley said 3, A t.

• Strive to maintain a safe . t

©.*0

workplace "That's axiomatic," ..A*

said Mr Buckley
32 8

• After a conditional job offer
is made, ask the applicant about .Y

any prior workers comp filings,
including how many were made
and for what reasons 25-3 r

The Americans with Disabili- h
I.

L I *=,+*AA 4

ties Act prohibits employers
from asking about workers comp E

.4claims before a conditional job J
..4  .

,r:rpm'M 4.1*' -offer is made Mr Buckley noted
But, a Job offer can be with-
drawn if the applicant cannot
provide a legitimate reason for
any previous filings, he said ., 11,4, .904,·t

V

• Educate employees, legisla f¥ £44

tors and the general public about
X

1*44.
workers compensation fraud

• Press for criminal prosecu-



Getting a grip on carpal tunnel
Surgery common despite Little information on its cause

By MICHAEL SCHACHNER

ORLANDO-Although surgery
designed to relieve carpal tunnel
pressure has become the most

frequently per-

-:Trlrra formed ortho-
-al-LU-El pedic proce-

dure in the

"SPOST United States,
there still is not

enough information available on
what exactly causes carpal tun-
nel syndrome and how it can be
prevented, a physician says.

"Physicians today are cutting
simply because a person says 'My
wrists hurt.' But, clinical evalua-

tions of carpal tunnel syndrome
can be wrong as much as 80% of

the time. Surgery is not even a
guaranteed cure for CTS. A per-
son sent back to repetitive mo-
tion after an operation stands a
good chance of having a recur-
renee," said Dr. Lawrence K.

Spitz of the Penn Diagnostic
Center Inc. in Philadelphia.

What workers, employers, in-
surers and doctors need isnnore

clinical information about the

causes of and cures for repeti-
tive motion disorders like carpal
tunnel syndrome, said Dr. Spitz
during a session on the preven-
tion and management of CTS at
the 1993 Risk & Insurance Man-

agement Society Inc. conference
last month in Orlando.

"We know that repetition is a

major cause of carpal tunnel and
that vibration and force factor

into the equation, but beyond
that we're not totally sure," he
said. "The highest prevalence of
carpal tunnel syndrome is among
women between the ages of 25
and 55. But, this is no great find-
ing. Women work the majority of
repetitive motion jobs and they
have a smaller carpal tunnel by
nature. They're also prone to bio-
logical conditions that cause
them to retain water. The fact

that women get carpal tunnel the
most is not surprising."

Dr. Spitz explained that carpal
tunnel syndrome occurs when
the median nerve in the wrist is

compressed by swelling of the

44*-/Aff-'*i; '

*fi//y /

nine flexor tendons that control

the fingers and thumb. The
swelling that causes carpal tun-
nel syndrome has traditionally
been traced to repetitive grip-
ping and other repetitive hand
motions. Symptoms of CTS are
numbness in the fingers and pain
throughout the hand and fingers.

Corrective surgery can allevi-
ate some of the pain and numb-
ness caused by the tendons put-
ting pressure on the median
nerve, but the operation's effect
can be temporary if scar tissue
builds up or a person resumes
the same job or a job similar to
the one that caused the problem
in the first place.

"There still exists a general
lack of understanding about the
natural history of CTS," Dr.
Spitz said. "Subjective com-
plaints have not been valid in
many cases and we have not
really had a gold standard for

.

4//44/6-ild·
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"Everybody talks about the weather, but
nobody does anything about it."

-Charles Dudley Warner, 1890

Early in this century, farmers in
northern Italy tried to stop the hail
that threatened their crops by blast-
ing hot air into the clouds. Unfortu-
nately, their attempts to control the
weather were unsuccessful.

Today, we still try to do something
about the weather, but even sophis-
ticated tools such as satellite photog-
raphy cannot halt the destructive
force of a natural disastdr.

For more than 100 years Protection
Mutual has helped policyholders
protect their property from the
devastation caused by unstoppable
weather conditions.

Through careful analysis of weather-
related loss experience, Protection
Mutual can help insureds minimize
the effects of severe weather on their

facilities. Our engineering service
is supported by superior insurance
coverage. And, in the event of a
loss, our promise of protection is
swift and equitable loss adjustment.
It comes down to one word...

Protection.

With physical and financial
protection, we will secure
the future of your business.

It 64 OurWord.
Ai / P.

Part of the Factory Mutual System

300 South Northwest Highway
Park Ridge, Illinois 60068 708.825.4474
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evaluating full-blown CTS."
However, Dr. Spitz said a rela-

tively new testing device that
measures nerve conduction ve-

locity may be just what the med-
ical and workers compensation
communities have been waiting
for in terms of distinguishing
true carpal tunnel syndrome
from other hand, wrist and fore-
arm ailments like tendonitis.

The NeuroSentinel, which was
developed by Penn Diagnostic
Center and costs about $15,000,
appears to be a reliable, valid
and objective device that can ac-
curately measure a person's abil-
ity to feel an electrical stimulus
in the fingers. The device, which
resembles an armrest with elec-

trodes, stimulates the forearm in

a certain spot and measures the
time it takes the stimulus to reg-
ister in the fingertips.

"Placed next to the EMG (elec-
tromyogram), the nerve conduc-
tion velocity tests performed by
the NeuroSentinel are equally
reliable, objective and valid.
When you have these three qua-
lities, you have a good test," said
Dr. Spitz.

Monfort Inc., a major meat-
packing company based in Gree-
ley, Colo., last year used this
nerve conduction velocity tool to
test 1,200 workers for carpal
tunnel symptoms.

The study's goal was twofold.
First, Monfort wanted to deter-
mine on its own what its suscep-
tibility to carpal tunnel claims
was. Second, the company
wanted to use the results to com-

plement its carpal tunnel syn-
drome prevention and manage-
ment program, which began in
1998 and centers on job rotation,
ergonomic improvements and
work hardening.

"We had about 20% abnormal

nerve conduction velocities

among our test group, whereas
regular society has about 5%. It
was very important for us to do
the study because symptoms
don't always correlate directly
with NCV," said Lucille Gal-

lagher, vp-risk management with
Monfort.

The program that preceded
Monfort's pilot testing project is
known as the Monfort Industrial

Athlete program. It includes
work hardening sessions, job
pairing, job rotation, worksite
analysis and ergonomic training,
among other things.

Ms. Gallagher said the com-
pany's cumulative trauma disor-
der claims and related costs have

decreased by 50% since it started
the programs. "It appears as
though the programs we have
implemented are making a dif-
ference," she said.

"Doing studies like this is the
boldest form of proactive risk
management," added Dr. Spitz,
who consulted on the Monfort

project. "With test results in our
hands, we can then approach the
keyboard manufacturers and
other companies about their
products and the effect they have
on people. We have to try to fig-
ure out what is reality."

Otherwise, employers will be
forced into attempting to change
the medical community's atti-
tude toward carpal tunnel sur-
gery, Ms. Gallagher said.

"Standard carpal tunnel sur-
gery can earn a physician as
much as $4,000 for seven minutes
of work. It's great work if you
can get it," Dr. Spitz said.

Zung Vu Tran, a professor of
kinesiology and physical educa-
tion at the University of North-
ern Colorado in Greeley, also
spoke at the session, which was
coordinated and moderated by
Ms. Gallagher. lai
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Boss listens when safety plans talk money
By SALLY ROBERTS

ORLANDO-Loss control is the
No. 1 return on investment for em-

ployers, a insurance company exec-
utive says.

-9'7rlr7/1 Yet risk man-
1 1,1 A I agers still must

I 1 1 1 11-1 sell upper man-
REPORT agement that

safety is a profit
center, said James W. Smirles, bro-
kerage marketing officer for

Kemper National Insurance Co. in
Long Grove, Ill.

Certain problems arise in selling
safety, not only to management but
also to employees, he said. For ex-
ample, it is hard to change an em-
ployee's behavior, especially when
habits have set in. And because
there is no hard-dollar value asso-

ciated with safety, it is not seen as a
profit-producing mechanism.

"This is a challenge (risk man-
agers) must bridge," Mr. Smirles

Hermitage Insurance Company

Atlanta

said during a session at the 1993
Risk & Ihsurance Management So-
ciety Inc. conference last month.

To sell anything, two ingredients
are essential: a product and a need,
he said.

Although safely is a product that
meets a definite need, risk managers
cannot sell safety to management
without knowing the actual costs
involved, he said. Costs can be
charted to obtain quantitative data
on how important it is to prevent

A Specialty Insurance Company
Serving Professional E&S

Wholesalers

A.M. Best Rating B

White Plains, NY
TEL. (914) 683.8008
FAX: (914) 683.8245

AAMGA
ASSOCIATE MEMBER

AMERICAN ASSOCIATION OF
MANAGING GENERAL AGENTS

®

Chicago

on-the-job accidents.
For example, using one chart, Mr.

Smirles calculated that an accident
that costs $200,000 is not "paid for"
until a company with a 2% profit
margin sells $10 million worth of
goods, Mr. Smirles said.

In a less costly example, a fast-
food restaurant nnust serve 2,500
lunches at $4 to offset a $500 acci-
dent loss, he said.

Risk managers can demonstrate
the importance of safety to upper
management by applying the costs
and figures associated with their
own companies, he said.

In addition to the direct costs in-

volved in an on-the-job accident, in-
direct and hidden costs take a toll

on the employer's bottom line, Mr.
Smirles said. For every $1 spent on
actual insured costs-medical ex-

penses and indemnity benefits-un-
insured, indirect costs can total $1 to
$50, he said.

Risk managers should determine
their indirect cost by multiplying
their direct incurred loss by four, he
said.

Uninsured or indirect losses in-

clude, among other things: time lost
by supervisors in assisting an in-
jured employee. investigating acci-
dents; preparing accident reports;
and hiring and training new em-
ployees, he explained.

Time is also lost when co-workers
aid or simply ask sympathetic ques-
tions to the injured individual.

Losses also are incurred from ac-

cident-related damage to equipment
or products. For example, a small
grease fire in a restaurant that re-
sults in an employee injury will also
result in loss of profit because all the

food exposed during the fire must be
thrown away, he explained.

Other indirect losses due to ac-

cidents include the loss of goodwill,
Mr. Smirles said. For example, a
truck driver who injures a child
while on the job would not only
generate medical claims but may
damage the company's reputation.

Once a risk manager obtains
quantitative data about the com-
pany's losses due to accidents, he
01- she can go to upper manage-
ment with suggestions for loss con-
trol plans. Risk managers and upper
management have a common inter-
est in wanting to protect the com-
pany's assets, Mr. Smirles said.

One loss control method to con-
tain the costs associated with on-

the-job accidents is investigations,
he said. For example, investigators
could determine that an employee
who said he strained his back lifting
boxes really hurt himself falling off
of a bar stool. -

"Any accident that might have
resulted in serious injury must be
thoroughly investigated," Mr.
Smirles contends.

An accident that produced minor
injuries should also be checked, he
said, because minor and "near-miss"
accidents almost always lead to big-
ger ones. For every accident that re-
sults in one serious injury, about 30
minor injuries and 300 incidents oc-
curred previously that resulted in no
injuries, he said.

Thomas R. Chapman, president
amd chief executive officer of

Kemper National Services Inc. in
Fort Lauderdale, Fla,, and Gerald L.
Maatman Jr., a partner for law firm
Baker & MeKenzie in Chicago, also
spoke at the session. JoLynn Holz-
wart, director-risk management for
Sears Roebuck & Co. in Chicago,
moderated the session. Eli
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GRS gives new meaning to
the word "rehabilitation" by
offering you a variety of
well-defined medical
and vocational

benefit employers as well
as workers. That's because

all of our programs are
designed to put disabled
workers on the fast track, to
a comeback.

As America's largest

*6.*PA.81IM.Alf[@Rl GRS can
help you develop and
administer a disability cost
containment program of
your own.

©[MMIMP# in the United

States, Puerto Rico and
Canada, GRS now serves
well over 1,000 clients.
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Walking the ADA's fine lines
Law puts work comp history of limits during job interviews

By SALLY ROBERTS

ORLANDO--Employers need to
understand the caveats in the

Americans with Disabilities Act, not
-    just the big pic-

0/ ture, to avoid
1 1 Vi P.1 ADA claims and

.li.il.11.1.AL.JU treat employees
REPORT

fairly.
For example,

employers cannot terminate or ref-
use to hire someone because a disa-

bled spouse might raise insurance
costs, said Sharon A. Falkenburg,
vp/manager-technical services for
Rollins Hudig Hall of Wisconsin Inc.
in Milwaukee. A relationship provi-
sion in the ADA protects an em-
ployee with a disabled family mem-
ber or dependentfronn such job
discrimination.

Discrimination based on this type
of relationship will be contested
more in the future, she predicted.
Accordingly, employers need to
educate themselves on the ADA's

provisions.
Ms. Falkenburg discussed the

ADA and its relationship to work-
ers compensation at a session dur-
ing the 1993 annual Risk & Insur-
ance Management Society Inc.
conference last month in Orlando.

The ADA's effect on workers

comp is first felt at the time a pros-
pective employee applies for a job,
Ms. Falkenburg said. During an in-
terview, employers cannot talk
about an applicant's workers com-
pensation history, she noted.

When employers start asking
"how do" questions regarding an

interviewee's past like, "How do you
do your (current) job with your back
injury.. employers start getting in
trouole, she said.

On the other hand, employers can
ask good questions pertaining to the
potensial employee's disability if
they regard the job at hand, Ms.
Falkenburg said. For example, if a
job applicant walks into the inter-
vieR with a cane, an employer can
ask: "There is walking on this job-
delivering the mail. Would you be
able to do this? I'd also like you to
explain to me how you would carry
files with your cane," she said.

However, a question that may
draw an ADA claim in this situa-

tion would be: "How did you hurt
your leg?"

In short, employers should not
"talk about body parts," she said.
This opens up potential workers
comp history, which could lead to
an ADA claim against the employer.

Anorher ADA distinction that em-

ployers must be aware of is that it is
geared toward permanent disabili-
ties and does not usually apply to
temporary disabilities. For instance,
if an Employee breaks a leg on the
job,:akes a short medical leave and
then returns to work, is he or she
then covered under the ADA? Ms.

Fallenburg asked.
"The (Equal Employment Oppor-

tunity Commission) says no" be-
cause it's a temporacy disability and
does not permanently limit essential
life activity, Ms. Falkenburg said.

"There are qualifiers," though, she
added. What if that employee also
has diabetes, which could slow the

Clients who rely on our
extensive experience in
isa*Nmlillry ===

(0Rl*NIRIMIRlf. and the
quick response of our
nationwide network to help
them keep disability
management costs in line
while getting their disabled
workers back on the job -
quickly and cost effectively.

For more information on

GRS' nationally-coordinated
programs to help you
ME,VIRIL 18)11, *OMM
of rehabilitating disabled
workers, please call or fax
today.
Phone 215-993-2800.

Fax 215-993-2819.

healing process? Can he or she file
for protection? Yes, Ms. Falkenburg
said, because diabetes is in a pro-
tected category under the ADA.

Employers also need to be cer-
tam they provide equal access or
make limitations universal in light
of potential ADA claims.

For example, "Discrimination can
be considered if a qualified individ-
ual with a disability is denied equal
access to (health) insurance or con-
dition of insurance based on disabil-
ity alone," she said.

Equal access is questioned when

..

one person is denied insurance cov-
erage because of the high risk and
increase m insurance premiums.

Employers also need to be aware
of ADA provisions governing pre-
existing conditions, she said. Em-
ployer·s can offer pre-existing con-
dition exclusions "as long as they
are not avoiding the ADA" and dis-
criminating against one person, Ms.
Falkenburg said.

Employers can also place limits
on procedures and treatments as
long as they apply universally to
everyone, she added. Benefit caps
and exclusions also can be imposed
as long as they are applied uni-
formly to all employees.

Future claims of unlawful dis-
crimination could be made if bene-

fit plans are inconsistent with laws

DustneSS insuTunce, may lu, 1336 , Ia

like the Employee Retirement In-
come Security Act of 1974, Ms. Fal-
kenburg said. Claims also can be
made if coverage is intended to dis-
qualify and ignores the ADA.

However, if employers can show
that a change in a benefit plan
would contribute to the potential
financial disaster of the company,
a discrimination claim could not be

made, she said.

In the meantime. employers
should continue health insurance

practices aimed at cost containment
as long as the practices are not
based on health-related factors in-

cluding potential disabilities, Ms.
Falkenburg advised.

Mary Lynn Bangs, risk manager
for Wyndham Hotels & Resorts in
Dallas, moderated the session. 
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The battle against workers comp costs
Loss control is the sure-fire weapon

By MICHAEL BRADFORD

ORLANDO-Risk managers must
rethink their strategy for fighting
the workers compensation battle if

they ever hope to
conquer rising
costs and reduce

wc.rker injuries.
REPORT

The soaring
costs related to

workers compensation are fueled by

several sources, but a "failure of

general management" is the biggest
reason for an out-of-control workers

comp system, said James V. Davis,
chairman of Willis Corroon Corp.'s
Advanced Risk Management Ser-
vices Division in Nashville, Tenn.

"I would suggest that there needs
to be a change of emphasis within
the risk management profession,"
said Mr. Davis, who spoke at a ses-
sion at the 1993 Risk & Insurance

Management Society Inc. conference
last month in Orlando.

He pointed out that "a lot of risk
management careers over the last 20
years have been built on the risk
manager's ability to design effective
loss financing programs" Although
those programs continue to be im-
portant, Mr. Davis said it is time for
a "very strong emphasis" on loss
control and claims management if
risk managers expect to achieve ca-
reer success.

If risk managers don't seize the

initiative, they may see their re-
sponsibilities shifted to other de-
partments like human resources,
which are seen as more pro-active,
he warned.

Mr. Davis pointed out that in fo-
cusing on loss control, risk managers
have to address several areas, in-

cluding:
• Personnel. A job analysis

should be performed to determine
whether work can be redesigned so
workers can perform their tasks
with fewer injuries.
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Mr. Davis also noted that in hir-

ing workers, employers should
screen out prospective employees
who could be predisposed to certain
injuries that the work could cause.

Priplacement and periodic physi-
cals also can determine whether a

worker is fit for a job.
• Communication. A loss of com-

munication between management
and employees is a "root cause of
some of the problems that we ob-
serve in the woi·kers compensation
area," he added.

Mr. Davis suggested employees be
well-informed about the workers

comp process and their participa-
tion in the system.

• Skill and safety training. Not
only should line workers be well-
trained in their duties, but supervi-
sors should also know the line jobs
well in order to prevent and mini-
mize workplace injuries, he said.

He also charged that "claims
management has gone backwards
dramatically in this country over the
last 10 or 15 years."

Insurers will acknowledge that as
they began to depend on the tele-
phone rather than face-to-face in-
terviews with claimants, "that the

whole process has gone gradually
downhill," he said.

Some risk managers are taking
steps to improve the process, ac-
cording to Mr. Davis. Instead of
taking three to four weeks to get a
claim into the system, some com-
panies are "trying to make that a
24- to 48-hour process," he said.
Other companies are bringing all or
a portion of the claims servicing
process m-house.

There are other problems with the
claims process, according to Robert
Maciorowski, a partner in the Chi-
cago law firm Seyfarth, Shaw, Fair-
weather & Geraldson.

Mr. Maciorowski explained that
many insurer claims handlers are
underpaid and have no motivation
to move up within the company.
That means there is a lot of turnover

among claims personnel, and risk
managers frequently must establish
new work relationships.

"What 1 think we need to do is

make claims handling more of a
pinfession," Mr. Maciorowski sug-
gested. "We need to certify these
people, we need to do more training.
We need to pay them more money
and make it a position where people
are going to work hard because they
are going to advance and make a de-
cent wage."

Some risk managers are taking
on more responsibility for their
workers comp programs by self-in-
suring, said Steven H. Pahl, vp with
Arthur J. Gallagher & Co. in
Schaumburg, Ill. Self-insurance and
large deductible programs "have
proven to be the only effective
means of reducing the crushing bur-
den of residual market loads im-

posed by the failure of the voluntary
marketplace," he said.

Self-insuring workers comp expo-
sures, which is allowed in all but
three states, "gives the employer an
added ability to influence the in-
jured worker's decision as to where
he or she goes for medical care and
to directly benefit from that decision
in two ways," said Mr. Pahl

First, the employee can be steered
to a health care provider network
that is paid negotiated fees, he ex-
plained

Secondly, employers have the op-
portunity to reduced administrative
and medical care costs by imple-
menting 24-hour coverage for work-
related and non-work-related ill-

nesses and injuries.
Paul A. "Pete" Synott Jr., execu-

tive vp of the Society of Chartered
Property & Casualty Underwriters
in Malvern, Pa., was the session
moderator. Cynthia R. Ziegler, se-
nior vp at the Society of CPCU,
coordinated the session. 111
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Risk managers on a mission
Controlling work comp medical costs
seen as a test Of success--and survival

By CHRISTINE WOOLSEY Health care inflation coupled with
unemployment-which typically

ORLANDO-Risk managers who coinci(les with a rise in workers
don't do something meaningful to comp claims-have put increased fi-
curb rising workers compensation nancial strain on the workers comp

medical care system, explained Jan Lommele, a
costs may find principal and consulting actuary for

1 1 Vi /01 themselves look- Deloitte & Touche in Hartford,
-LLLA.1-LI ing for a way to Conn. "As a result, senior manage-
REPORT

justify their eds- ment is asking some tough questions
tence to senior of risk managers."

management-or worse, looking for Risk managers can gain valuable
another job. insight by examining strategies used

That was the consensus of a risk by their employee benefit counter-
manager and a consultant during a parts, Mr. Lommele said. "If risk
session at the 1993 Risk & Insurance managers don't follow these tech-
Management Society Inc. conference niques to manage workers comp
last month in Orlando. costs, the responsibility for doing so

may be given to employee benefit
managers" who have had at least
limited success in controlling group
health costs.

Risk managers should at least es-
tablish a rapport with their em-
ployee benefit colleagues, said Don
MacMeekin, corporate risk manager
for Cinemark USA Inc., a Dallas-
based chain of motion peture the-
aters.

"As property/casualty risk man-
agers, if we don't develop a coalition
with employee benefits, we might
lose our responsibility" for manag-
ing workers compensation, he said.

Over the past year, Mr. MacMee-
kin, who oversees both the risk
management and employee benefits
departments at Cinemark, has had
considerable success in managing
the company's workers comp pro-
gram by adopting cost containment
programs used by benefit managers.

The company was in dire need
of workers comp cost management,
Mr. MacMeekin noted. Operating in
26 states, the theater chain had to
comply with 26 different jurisdic-
tions. "Nobody in the organization
until a year ago controlled any in-
surance," he said. About 65% of
Cinemark's workers comp claims
were being handled through the
legal system, he pointed out.

One of the first things Mr. Mac-
Meekin did when he was hired last
July was implement a $250,000 self-
insured retention for workers comp,
general liability and employee med-
ical claims, coupled with stop-loss
insurance.

The company now also has an
internal claims staff that adminis-
ters claims up to a $25,000 limit.

Cinemark uses a national third

party administrator to administer its
workers comp and group health
claims above that amount. The TPA

can pay both workers comp and
group health claims, and Cinemark
internal claims managers have on-
line access to the system.

Both in-house and external claims

processors now check to be sure
claims are being paid according to
established fee schedules, Mr. Mac-
Meekin said. "I found out when I

started that insurance companies
were paying bills according to the
doctor's invoice, not according to fee
schedules. We now review all medi-

cal bills-workers comp and group
health-to be sure we are paying
according to a state's fee schedule or
usual and customary rates," he said.

By "repricing" medical claims,
Cinemark has reduced its overall

medical care costs by more than
13%, he said.

Workers compensation medical
care accounts for about 35% to 40%
of Cinemark's total health care bud-
get.

One of the central goals of the
new program was to have employees
view their medical benefits as one
package, regardless of whether they
suffered a work-related injury or
incurred an illness or injury that
would be covered under Cinemark's

group health plan, Mr. MacMeekin
said.

To that end, the company abo-
lished a two-tiered system in which
employees seeking reimbursement
under the company's workers comp
plan do not pay deductibles or co-
payments, but those seeking pay-
ment from the group health plan do
pay such charges, he explained.
Under the new plan, all employees
are required to pay modest co-pay-
ments for doctor visits and if an

injury or illness is later determined
to be work-related, those employees
are reimbursed, usually within one
week.

In addition, employees are en-
Continued on next page



Continued from previous page
couraged to use the same PPO phy-
sician for all medical treatment re-

gardless of its cause.
"We do not discuss physicians as

workers comp- or health program-
related, they are family physicians,"
Mr. MacMeekin explained. "And we
stopped talking about workers comp
and group benefits. We now talk
about the responsibility Cinemark
has to employees to make them
whole and deal with their illness or

injury."
Cinemark also established a man-

aged prescription drug and case
management program, which helps
keep workers comp claims "out of
the hands of attorneys and doctors

who 'specialize' in workers compen-
sation," Mr. MacMeekin said.

Among the results: Only 13% of
injured employees seek legal repre-
sentation, compared with 65% be-
fore the program was implemented.
And, workers comp costs, including
reserve contributions, have been re-
duced by $600,000-or about 35% of
the company's $1.5 million program.
Medical bill review has reduced

costs by about $75,000 per year.
Steve White, senior vp of workers

compensation services for Blue
Cross of California in Woodland

Hills, Calif., also spoke during the
session. Mr. Lommele served as co-

ordinator and Mr. MacMeekin as
moderator. igl

RIMS elects new officers
ORLANDO--A new team of of-

ficers, led by President J.A. "Tony"
Bridger, will lead the Risk & Insur-
ance Management Society Inc. dur-
ing 1993-94.

Mr. Bridger,
-Ir-117/.V risk manager for
N 1¥1 L7 the Bank of
11 11_CJ Montreal in To-

0*01/*0085*T ronto, formally
took office as

RIMS' president on May 1. He sue-
ceeds Suzanne H. Crager, assistant
vp-risk management and insurance
for PNC Bank Corp. in Pittsburgh
(BI, May 3; April 19).

Mr. Bridger, who served as first
vp of RIMS in 1992-93, was first
elected to the RIMS executive coun-
cil in 1987.

Lucille A. Gallagher, vp-risk
management for Monfort Inc. and
the red meat companies division of
ConAgra Inc., succeeds Mr. Bridger
as first vp, the traditional stepping
stone to the RIMS presidency. Ms.
Gallagher, who most recently was
vp-governmental affairs, was first
elected to the executive council in
1990.

Five other members of the ex-
ecutive council were re-elected for
1993-94:

• Louis J. Drapeau, vp-confer-
ence. Mr. Drapeau, manager of in-
surance and risk management for
The Budd Co. in Troy, Mich., most
recently was vp-business and indus-
try liaison. He was elected to the ex-
ecutive council in 1991.

• Frieda L. Jackson, vp-educa-
tion and research. Ms. Jackson, who
is president/risk manager of Park
South Associates Inc. in Charlotte,
N.C., had been vp-education. She
joined the executive council in 1992.

• Marge P. Layne, vp-member-
ship and chapter services/secretary.
Ms. Layne, corporate risk manager
for Core-Mark International in

South San Francisco, Calif., retains
the office she held in 1992-93. She
was first elected to the executive
council in 1988 and re-elected in
1991.

• David R. Haight, vp-environ-
mental. Mr. Haight, director of risk
management for CF Industries Inc.
in Long Grove, Ill.,had been vp-re-
search. He was elected to the execu-
tive council in 1991.

• Gerald J. Ciardelli, vp-finance/
treasurer. Mr. Ciardelli, corporate
risk manager for Jostens Inc. in
Mmneapolis, is serving in the same
position for the second straight year.
He was elected to the executive
council in 1990.

Three risk managers were elected
to the executive council for the first

time this year:
• Stephen M. Wilder, vp-safety

and health. Mr. Wilder is assistant

treasurer-risk management for The
Walt Disney Co. in Burbank, Calif.

• Jay B. Waters, vp-government
and public affairs. Mr. Waters is
director of risk management for
Forest City Enterprises Inc. in
Cleveland.

• William J. Kelly, vp-interna-

tional. Mr. Kelly is senior vp
of J.P. Morgan & Co. in New
York. i21
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MARKET
STIMULUS: Market changes have
caused insurers to take a cautious
approach to many energy risks.

HOME
RESPONSE: The market may be
changing, but Home is wide open
for business. We're writing on-shore
property coverage for petroleum,
chemicals, mining, coatings, plas-
tics and electrical generation.

BI

"Our market is North America

and the woAd. And our capacity
is $35 million, plus $5 million for

pure non-North
American risks."

*:' *Aia
DAVID WHITING. Vice President
(312) 559-9501

0

HOME INSURANCE
SPECIALTY LINES DIVISION

Need to get your injured
employees and indemnity
dollars back to work

for you?

Crawford's Occupational Re-EmploymentsM
(CORE) program pre-establishes light-duty
positions and provides you with a procedure -
to put injured employees back to work swiftly,
safely, and productively-
often before maximum medical

improvement is reached.

Once an injury occurs, Crawford pro-
fessionals ensure appropriate, cost-
effective medical treatment, promptly
recommend placement in light-duty
and permanent positions, and monitor
job transitions to protect both you
and the employee from the high
cost of reinjury.

Through CORE, employers gain control
over when and where injured employees
return to work, close cases more quickly,
and reduce workers compensation costs.
You can, too.

Crawlard
CRAWFORD & COMPANY

HEALTH AND REHABILITATION

1 .1

G
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F Send me information on your new COREprogram to reduce my workers compensation |
| indemnity and medical costs. |

Name

 Title

 Company
 Address

Phone

Richard Groepper, Ph.D. |
Director, Client Development 
Crawford & Company
P.O. Box 5047 |
Atlanta, Georgia 30302 3
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COMPLETE ENVIRONMENTAL SOLUTIONS

With a unique understanding of the needs of the insurance community,
ESE's scientific and engineering experts combine to provide service that
goesbeyond technical expertise.

ESE offers a comprehensive range of services to support underwriting,
claims management, and investment and property management including:

A Expert Witness Testimony
A Third Party Review

A CERCLA,PRE Rep-esentation
A Technical Support ti Agency

Negotiations
A Transectional Environmental

Assessments

A Analytical Laboratcry Services
A Risk Assessment, Air

Rescurces, Industrial

Hygiene, Geosciences
A Remedial Engineering

I &34
A LCOR. C€'ll'.

Environmental
Science &

Engineering, Inc.

Call 800-ESE-1999 for a brochure outlining
ESE's services for the insurance community.
Nationwide Network of Offices

P. Richard Hackenburg
receives Goodell Award

ORLANDO-P. Richard Hacken-

burg, a former Risk & Insurance
Management Society Inc. president,
has now won RIMS's top honor: the
Dorothy and Harry Goodell Award.

The award

,J recognizes out-
al A'Ablstanding

_LL --1-«LA- 1 achievement in

REPORT furthering the
goals of risk

management and RIMS.
Mr. Hackenburg, currently chair-

man of risk management services
for broker Willis Corroon Corp. in
Nashville, Tenn., was elected to the
RIR<IS executive council in 1980 and

was elected president of the society
in 1985. Mr. Hackenburg also served
as vp-research, vp-education, vp-
conference and first vp.

IN THE WORLD OF INSURANCE, WERE
A HORSE OF A DIFFERENT COLOR.

INSURl#CE /*DAil When it comes to inland
It

/ marine, ocean cargo, hull,
,' marine liability and commer-

cial property coverages, there
are lots of companies who'11 take

your business. But sometimes the
"usual" solutions aren't enough. In

- , situations like these, you need under-
writers with the fledbilily and with the

experience to think creatively. Under-
wnters like McGee.

UNDERWRITERS WHO ARE A BREED APART

A lot of what makes McGee diferent has to do with the fact
that we started out as manne underwriters more than 100 years
ago The nature of this business led us to develop a philosophy
based on independent, creative thinking. Today, this philosophy
extends to every line we wnte.

SPECIALISTS, NOT GENERALISTS

Because we're specialists, our underwriters have unique
insight into the lines we write. As a result you'11 be hard-
pressed to find underwriters who are more knowledgeable or
capable than McGee The fact is, a pool of prominent insurers
rely on us to use our underwriting experience on their behalf.

THE ABILITY 10 MOVE QUICKLY

Our manne history has also taught us that the race is won
by those who move quickly So when you work with McGee,

you won't be slowed down by red tape.
The next time you're looking for a fresh approach,

find out what a diference a horse of a diferent color
can make Call Wm. H. McGee.

WM. H. McGEE & CO., INC. WORLD WIDE COVERAGE · UNDERWRITING MANAGERS SINCE 1887

CORPORATE HEADQUARTERS

FOUR WORLD TRADE CENTER

NEW YORK, NY 10048

1-800-235-6029

OFFICES IN THE US AND CANADA

CORRESPONDENTS THROUGHOUT THE WORLD

Before joining Winis Corroon in
1987, Mr. Hackenburg spent 13
years with Allegheny International
Inc., rising to assistant treasurer/
staff vp. He also worked in the in-
surance department of Westing-
house Electric Corp. from 1967-
1974.

"Throughout his career, from the
time he was a risk manager until
now in his position with Willis Cor-
roon, Dick has been an outstanding
spokesman and representative for
what risk management is all about,"
said Robert Esenberg, risk manager
for the city of Virginia Beach, Va.,
and chairman of the Goodell Award
Committee.

Mr. Hackenburg is a frequent
speaker on risk management and
insurance topics. He testified on be-
half of RIMS before numerous legis-
lative and regulatory hearings. And,
during his year as RIMS president,
he formulated the RIMS Risk Man-
agement Roundtable.

Accepting the award at last
month's RIMS conference, he said,
"to be recognized by your peer
group is the greatest honor."

He credited his accomplishments
in risk management to many others,
saying, "I was fortunate to be a
member of the team. . . .To be a
member of the team-that's what it
is all about."

He also noted in his remarks a

"member of the team" who "has

been taken from us," referring to
Thomas V. Hallett, senior vp of
Alexander & Alexander Inc. and

former risk manager for General
Motors Corp., who died in March
(BI, March 29). Mr. Hackenburg
donated the $1,000 stipend that ac-
companies the Goodell Award to the
Spencer Educational Foundation
Inc. in Mr. Hallett's name.

In addition to the Goodell Award,
others honored by RIMS include:

• Richard C. Keady, senior in-
surance representative with Shell
Oil Co. in Houston, who won the Ri-

chard W. Bland Memorial Award,
which recognizes outstanding efforts
by a risk manager in the area of leg-
islation and regulation.

Mr. Keady, among other things,
promoted legislation passed in
Texas that allows employers to self-
insure their workers comp risks.

• Thomas B. Lowe, insurance
manager at Paccar Leasing Corp.
in Bellevue, Wash., who won the
Cristy Award, which is presented
annually to the risk manager with
the highest average on the three ex-
aminations leading to the Associate
in Risk Management designation.

For the first time this year, RIMS
recognized outstanding achieve-
ments by individual RIMS chapters
through its Chapter Recognition
Program (BI, April 19).

Five chapters were honored in
five different categories:

• The Santa Clara Valley Chapter
and the Houston Chapter were given
awards for chapter programming,
which recognizes chapters that pro-
vide members with programs and
events of exceptional quality.

• The Oregon Chapter and the
Houston Chapter received awards
for outstanding member services.

• The Rocky Mountain Chapter
received the membership develop-
ment award, presented to chapters
that have demonstrated creativity
and success in recruiting new mem-
bers and retaining old ones.

• The Oregon Chapter and the
Atlanta Chapter received awards for
advancing risk management
through education, research and leg-
islative advocacy.

• The Oregon Chapter and the
Atlanta Chapter received the award
for overall chapter excellence. 1
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Central focus furthers risk management
By SARA MARLEY

ORLANDO-Breaking up is
hard to do, but when it comes to
consolidating a risk management

department,

mirra getting to-

al I 'j P,] gether can be
...Liwid...4. Just as tough.
REPORT

Despite the
difficulties,

however, consolidating risk
management into a single func-
tion is the best way to serve
operating units cost-effectively
and to ensure professional visi-
bility and survival, speakers
agreed at the 1993 Risk & Insur.-
ance Management Society Inc.
conference in Orlando last

month.

"We can talk about protecting
assets and protecting employees,
but ultimately risk managers
have to save money," said Mi-
chael M. Kaddatz, a principal
with Advanced Risk Manage-
ment Techniques in Laguna
Hills, Calif. "That's what gets
top management's attention."

"Are (risk managers) looked at
as affecting the bottom line?"
asked Norman L. Cocanour, se-

nior vp-underwriting of Aegis
Insurance Services Inc. in Jersey.
City, N.J. "Or are they looked at
as an expense?"

Risk management has "to be
part of all operations," said
David Carboneau, vp-corporate
services for Portland General

Electric Co. in Portland, Ore.,
who oversees a consolidated risk

management department. "We
have to have a constant presence
in the field. They need to know
us and we need to know their

business. Risk management can't
be a backroom operation."

Portland General began conso-
lidating three years ago, Mr.
Carboneau said. Now, risk anal-
ysis, insurance purchasing,
claims handling, fire protection,
safety, workers compensation
and security are handled by a
single department.

While risk managers are taking
on more professional risk by
consolidating, other managers
also become responsible for the
total loss and insurance costs of

their units.

"Risk management is an atti-
tude we are trying to instill in
managers as they assume respon-
sibility for managing assets and
people," Mr. Carboneau said.

Another reason for centraliza-

tion is that decentralized depart-
ments make. it difficult to deter-

mine an organization's overall
cost of risk, said Mr. Kaddatz.

For example, if risk manage-
ment is responsible for premiums
and another department is re-
sponsible for adjusting claims,
increases in retentions will show

up as gains for risk management
but increased losses for claims

adjustment.
Consolidation takes coopera-

tion, a commitment from the

highest level, broad company-
wide support and, above all, pa-
tience, Mr. Kaddatz said.

In return for the company's
commitment and support, Mr.
Kaddatz said, "Promise account-
ability where none exists."

Clear performance measures
must be set for each risk man-

agement area, for example: num-
ber of inspections, recommenda-
tion compliances and OSHA
violations for loss control; num-
ber of files closed and files per
adjuster for claims administra-

tors; number of litigated cases
and files per attorney for the

legal department; and changes in
premium for insurance person-
nel.

Once a department has been
consolidated, risk managers and
their bosses must give it time to
work, Mr. Kaddatz added. Suc-
cess is best measured over at

least 10 years.
Too much pressure has been

placed on risk managers to pro-
duce short-term results, Mr. Co-

M

canour agreed. That pressure has
led to "micromanagement of pre-
miums," which focuses attention
on obtaining the lowest price
available rather than building
the best risk management pro-
gram for the long run.

After consolidating a risk
management program, a com-
pany must then choose the area
to which the risk manager will
report. The most common area-

t

5

ost of us who

manage RLI
regional offices came from
highly structured insurance
environments. Rising through
the ranks, we became

increasingly insulated from
the real action. Like going
one-on-one with the risk,

and bringing our talents and
instincts to bear as sleeves-up
underwriters.

It's different at RLI. Our

office managers oversee
processing, collection,
technical staff and clerical

duties, so the underwriters
are available when brokers
call. And that's the whole

idea behind responsive
underwriting.

This entrepreneurial
arrangement works well for
RLI. And for our brokers.

Consider the comments of

Derek J. Repath, of Repath
Associates in Nashville, TN:

under the chief financial officer

-is also the best, Mr. Cocanour

said. The legal department's re-
strictive atmosphere is the worst
place for risk management, he
added.

Prior to risk management cen-
tralization at Portland General,
the function was viewed as "in-

trusive." Now other managers
seek out the department, Mr.
Carboneau said.

  RLI has a unique
expectation of its
underwriters. That

. 7

is, to underwrite.

%\

:*'C-Eba>--1

66 RLI is there when needed,

always exhibiting firm

professionalism. The

Company's underwriters

understand exposure,

asking the right questions

at the right time and

yielding logical decisions.

With a barometric grasp

of the marketplace,

they know when to be

competitive. This emciency

translates into binding
business. Above all, RLI's

underwriters are real people

who add that personal

touch to doing business."
.

James D. Steeves. CPCU
Vice President

RLI Midwest Regional Office
St. Paul. MN

And, other managers have
come to the aid of risk manage-
ment.

During a difficult renewal for
the utility's transmission and
distribution coverage recently,
other managers helped prepare
and present loss prevention in-
formation to' underwriters, Mr.
Carboneau said. Their help ulti-
mately led to a favorable re-
newal, he said.

Mr. Carboneau coordinated the

session, which was moderated by
Susan Clark, Portland General's
risk manager. /9/

Our agility lets us provide
essential service at the front of

of the transaction. Typically, a
broker can get right through
to us. We aren't tied up in
meetings or administrative
detail. The decks are cleared

for underwriting.

And the ability of our under-
writing staff is extensive. Hiring
underwriters with 10-15 years
of experience is really RLI's
strong suit. We can evaluate
unique risks by drawing on
our diverse experience.

Exceptional underwriting
experience and the availability
of underwriting resources are
two of the most important
ingredients in customer
service. Anyone using a recipe
without them will find very
few diners at the table.

RLI 9025 N. Lindbergh Drive Peoria, IL 61615
, 800/445-5468
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World Trade Center lessons
Executives learn critical nature of contingency plans

By SARA MARLEY

ORLANDO-A consolidated

risk management program
helped the Port Authority of

New York &

Tri-rrj New Jersey get
-al-LEI

the W orl d

Trade Center

REPORT operating again

after the explo-
sion earlier this year.

"I got an answer to the ques-
tion 'Does my risk management
operation work?' It did work,"
says John E. Davison, assistant
director-treasury and general
manager-risk management for
the authority, which owns the
World Trade Center.

Mr. Davison addressed senior

executives who supervise risk
managers as part of the Execu-
tive Track-one day of sessions
specially geared toward supervi-
sors-at the 1993 Risk & Insur-

ance Management Society Inc.
conference last month in Or-

lando.

Tenants began returning to the
twin towers just 16 days after a
bomb exploded in an under-
ground parking garage, causing
$510 million in insured property
damage (BI, April 5; March 8)

"You can have a written disas-

ter or contingency plan, but you
don't pull it out when something
happens," Mr. Davison said.

Instead, members of the risk

Over 21,000 Non,profit
Community Associations Have
Obtained Directors & Officers

Liability Insurance From

lan H.Graham, Inc.
INSURANCE

Administrator

Ian H. Graham, Inc. is a specialist in directors and officers liability

insurance for community associations, condominiums, co-ops, and home-

owners' associations. With its more than 21,000 community association

clients, IHG serves more non-profit community association boards than

any other insurance organization.

IHG is a leader in placing D&0 insurance for non-profit community

association boards for two good reasons: When you work with IHG, you'll

get professional services and fast turnaround on quotes and policies. Because

the program is underwritten by members of the Chubb Group of Insurance

Companies, IHG's clients receive broad coverage, competitive premiums,

and the prompt, equitable claim service that Chubb is famous for.

Call IHG today for more information at 1-800-621-2324. Or write
IHG at 13245 Riverside Drive, Suite 310, RO. Box 6058, Sherman Oaks,
CA 91413.

CHUBS

management department knew
what to do. And they also knew
what their co-workers were

doing, which avoided turf wars,
he explained.

Safety, engineering, medical
and environmental teams worked

together, Mi·. Davison said.
"We needed to pull together

pieces of risk management into
one central location," Mr. Davi-

son said. "Risk management is
not a natural singular function.
It's a concept."

Despite its importance, con-
vincing top management to in-
vest in contingency planning can
be difficult, said William J.

Kelly, senior vp of J.P. Morgan.
''Contingency planning is a

very tough sell," he noted. "It in-
volves the significant expendi-
ture ()f funds, which do not
translate into revenue, for the
purpose of creating a plan, which
must be continuously updated,
and which everyone hopes will
never· be used."

The risk manager does have
some leverage, however. "The
quality of a unit's plan will
directly affect the cost and avail-
ability of consequential loss cov-
erage. Insurance will actually
pay for much of the cost of car-
rying out the plan," he said.

Contingency planning is a nat-
ural lead-in to crisis manage-
ment.

The risk manager should iden-
tify the critical businesses and
their interdependencies, he said.
Both a small, high-level crisis
team and a larger liaison team
should be formed in advance of

an emergency.

"A large organization does not
have one plan but hundreds of
contingency plans," Mr. Kelly
said. Those plans form an infras-
tructure that must be managed,
especially in large disasters
when there may not be resources
to activate all contingency plans.

"If a crisis occurs, internal and
external communication must be

managed and resources may not
be sufficient for all affected

areas to implement their plans.
Decisions about prioritization
have to be made," Mr. Kelly ob-
served.

Other executive track speakers
addressed the strategic function
of risk management and its con-
tribution to an organization,
creative funding of risk and risk
management as viewed by corpo-
rate officers.

The other' speakers included
David E. Bell, professor of busi-
ness administration at Harvard

University; Carolyn Simpson, vp
and director of insurance and

risk management at Merrill
Lynch & Co. Inc.; Stephen M.
Wilder, assistant treasurer-risk

management at The Walt Disney
Co.; and G. Roger Greiner, presi-
dent of Genesis Underwriting
Management.

Rounding out the list of speak-
ers were .James A. Kellogg, exec-
utive vp of Old Republic Risk
Management Inc.; William J.
Loschert, executive vp-under-
writing at ACE Ltd.; Douglas
Hoffman, managing director of
Bankers Trust Co.; Judith M.

Tornese, vp-risk management for
Transamerica Corp. and Peter
Warzel, president and chief
operating officer of United Ar-
tists Theater Circuit Inc.

Ron Stasch, manager-risk
management services for Fed-
eral-Mogul Corp. was facilitator
for the Executive Track. 1511



A roundup of RIMS sessions
from OSHA to 24-hour cover

ORLANDO--The annual Risk &

Insurance Management Society Inc.
conference is an opportunity for risk
managers to hear expert perspec-
tives on a variety of pressing issues,

learn solutions

-Vrr,-1 for problems,
41 ,/1 Ly and exchange
allil rl ideas with their

IR EPORT peens.
Following are

summaries of several sessions at the

1993 conference:

Crisis management
Every company should have a cri-

sis contingency plan to handle ad-
verse publicity, a panel agrees.

A company should identify any
possible situation that could cause
adverse publicity and determine the
best way to handle the situation,
they say. And, when dealing with
the media, the company should an-
nounce the bad news fast and get it
over with, they advise.

The speakers were: Ray Hodges,
senior vp-corporate risk manage-
ment, and David Olson, vp-cori»
rate communications, both of Na-
tional Medical Enterprises Inc. in
Santa Monica, Calif. Mr. Hodges
moderated the session.

Corbette S. Doyle, senior vp of
Willis Corroon Advanced Risk Man-

agement Services in Nashville,
Tenn., was a speaker and coordin-
ated the session.

OSHA regulations
Risk managers should not be shy

about using the Occupational
Health and Safety Administration
as a resource for controlling work-
place ·accidents and illnesses, a
panel of experts agrees.

Many OSHA regulations and en-
forcement actions are aimed at areas

that can help reduce 'employers'
workers comp costs, according to
session moderator Robert H. Siepka,
director of risk management at CC
Industries Inc. in Chicago.

While some OSHA regulations are
"nitpicking," OSHA's efforts don't
deserve the widespread condemna-
tion they receive, said Gerard F.
Scannell, vp-corporate safety affairs
at Johnson & Johnson in New

Brunswick, N.J., and a former
OSHA director.

Also speaking was George B.
Gibson, regional manager with Na-
tional Loss Control Service Corp. in
Iung Grove, Ill. Mr. Gibson coor-
dinated the discussion.

Workers comp financing
Large deductible plans are one

of the newest ways risk managers
have found to control workers com-

pensation insurance costs, a risk
manager says.

Large deductible plans generally
allow policyholders to pay premi-
ums in installments as with any
other coverage. The insurer pays
losses and at the end of the pol-
icy period bills the policyholder for
the deductible amount and expenses
related to losses.

A big advantage of such a plan
is that the lower premium generates
lower residual market charges as-
sessed to insurers, who pass them on
to insurance buyers, says Lynn A
Gaughan, director of risk manage-
ment at Reebok International Ltd.

in Stoughton, Mass.
Raymond J. Abromitis Jr., risk

manager-North American opera-
tions at Whirlpool Corp. in Ben-
ton Harbor, Mich., discussed the in-
creasing number of risk managers
self-insuring workers comp risks.

The discussion moderator was

Douglas S. Kasten, Assnstant trea-
surer-corporate risk management at
Northern Telecom Ltd. in Missis-

sauga, Ontario. The coordinator was
Catherine D. Bennett, assistant vp at
Johnson & Higgins of Tennessee Inc.
in Nashville.

Ergonomics

Designing workplaces to better
suit employees' physical needs can
slash workers compensation costs,
experts say.

Packaging Coordinators Inc. of
Pennsauken, N.J., managed to re-
duce its workers comp costs to
$939,000 from $1.7 million in one
year by making machines fit their
operators, said Barbara Wittenberg,
director of human resources.

Innovative redesigns of equipment
or workstations can also increase ef-

ficiency by making tasks easier to
Continued on next page
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RIMS sessions
Continued from previous page
perform, said Shirley M. Zamlauski,
an engineering specialist at Tra-
velers Cos. in Hamden, Conn.

The session was coordinated and

moderated by Cheryl A. Bravo, as-
sistant risk manager at MEDIQ Inc.
in Pennsauken.

Alternative markets

Using alternative insurance and
reinsurance markets can create win-

win insurance programs that lower
premiums and expand coverage.

And access to alternative mar-

kets is not limited to large corpora-
tions. For example, small towns in
some states can form insurance

pools to improve their coverage, ob-
served Kevin J. Christel, director of
insurance and risk management at
Primerica Corp. in New York.

Alternative markets also provide
a happy medium between self-in-
surance and traditional insurance,
said M. Michael Zuckerman, a vp in
the commercial lines division of

Willis Corrobn Corp. of Pennsylva-
nia in Radnor, Pa.

Mr. Christel was moderator, and
Carla D. Shenkman, a vp at North
American Reinsurance Corp. in New
York, was coordinator.

Canadian liability
Doing business in Canada is not

as safe as it used to be.

Recent court rulings have in-
creased corporations' liabilities,
especially related to directons and
officers, said Carla A. Noer, assis-
tant vp and special counsel at
Chubb & Son Inc. in Warren, N.J.

"Directors are concerned about

the dangers, and some of them are
resigning and running away from
the board," she said.

Recent pollution legislation could
also start a flood of litigation in
Canada, contends Robert Patzelt,
group corporate counsel and risk
manager at Scotia Investments Ltd.
in Bedford, Nova Scotia. "It was
once commented that we were
hewers of wood and drawers of

water. New environmental legisla-
tion has made it increasingly diffi-
cult to hew and draw."

The session was moderated by J.
Douglas Haughton, manager of gen-
eral credit and insurance at Wes-

tinghouse Canada Inc. in Hamilton,
Ontario. It was coordinated by
Wheldon Wheeler, manager of cor-
porate insurance at Royal Trust Co.
Ltd. in Toronto.

24-hour coverage options
Although few U.S. domiciles ex-

plicitly permit employers to insure
group health coverage in a captive
insurer, companies may find the eli-
mate ripe in other domiciles for 24-
hour coverage experiments, a con-
sultant says.

Hawaii law permits captives to
write workers compensation cover-
age for their parents and also "dis-
ability insurance and accident and
sickness insurance," which has been
interpreted to mean captives can
write group health coverage, said
Paul W. Pinckney, vp at Tillinghast
in Irvine, Calif.

Vermont recently passed legisla-
tion-now awaiting the governor's
signature-that would allow cap-
tives to directly write group health
and group term life coverages. How-
ever, Vermont regulators say that
they will initially only allow cap-
tives to write group term life cover-
ages. Vermont allows workers comp
risks to be reinsured or written on
an excess basis.

Another U.S. captive domicile--
the US. Virgin Islands-allows cap-
tives to directly insure group health
coverage but does not permit them
to write workers comp coverage, Mr.
Pinckney noted.

Dean A. Reynolds, director of risk

management at Nissan North
America Co. in Torrance, Calif., and
P. Bruce Wright, an attorney with
LeBoeuf, Lamb, Leiby & MacRae in
New York, also spoke. The session
was coordinated by Mr. Pinckney
and moderated by Mr. Reynolds.

Stress claims

An employer's best defense
against a workers comp stress claim
is proving that a pre-existing factor
or disorder caused the employee's
disability, a risk manager says.

"I want to know how much of a

person's disability is attributable to
pre-existing conditions because I'm
perfectly willing to compensate
someone if their problem is truly
work-related," said Lori Jorgensen,
risk manager with McCaw Cellular
Communications Inc. in Kirkland,
Wash. "But at the same time, I want
the phonies out of the system."

Ms. Jorgensen moderated the ses-
sion on job stress claims. Also

spealcing was Cassie Mebes, a vp
with Alexsis Risk Management Ser-
vices in West Covina, Calif., who
said "there is no end to the imagina-
tion of some employees" who file
stress claims under state workers
comp laws.

Dr. Peter Brill, chief executive of-
ficer with Integra Inc. in Radnor,
Pa.,said the number of workplace
stress claims are on the rise as em-

ployees grow more disenchanted
with their employers.

California Assemblyman Dick
Mountjoy, D-Arcadia, added his
views about the California work-

ers comp system during the session,
which was coordinated by W. Lee
Carter, director of research and de-
velopment with Alexander & Alex-
ander of Texas Inc. in Dallas.

Regulatory issues
A national guaranty fund would

give more security against insurer
insolvencies and would eliminate
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inequities among state guaranty
fund associations, a risk manager
asserts.

Claiming that a nationwide guar-
anty fund would improve the state
systems that currently punish the
best and strongest insurers, Kath-
leen G. Walters, director of risk and
insurance with Temple University in
Philadelphia, advocated a national
fund for bailing out failed insurers.

Paul Brown, director of govern-
mental and public affairs with
RIMS in New York, also spoke, say-
ing he and RIR<IS will continue to
support product liability reform,
provided that any proposed bill calls
for the elimination of joint and sev-
eral liability on non-economic dam-
ages against manufacturers.

Paul Sprague, insurance director
of Ciba-Geigy Corp. in Ardsley,
N.Y., said workers comp costs are
crippling American businesses, and
all employers should tly to get re-
form passed in their states.

The session was coordinated and

moderated by Ms. Walters.

Lloyd's new plan
Lloyd's of London's new business

plan is needed because the market
must be run like a business if it is to

return to profitability, says the dep-
uty chairman of Lloyd's.

The business plan is also neces-
sary because "Lloyd's has made ab-
solutely catastrophic losses re-
cently," observed Robert Hiscox,
chairman of Lloyd's underwriting
agency Roberts & Hiscox Ltd.

He reviewed key points in the
business plan the day it was re-
leased in London (BI, May 3). These
include the creation of a runoff

company to assume pre-1986 liabi-
lities and the introduction of corpo-
rate capital.

The plan has a good vision and
the people in the Market Board have
the conviction to implement it, said

Continued on next page
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Continued from previous page
Michael Butt, director of Phoenix
Securities Ltd. in London and fu-

ture vice-chairman of Mid Ocean

Reinsurance Co. "The change of
style is dramatic for the Lloyd's
community."

Also speaking was Alan Levin,
director of insurance rating services
for Standard & Poor's Corp. in New
York.

Workplace violence

As violence in the workplace be-
comes more common, risk managers
and personnel directors must de-
velop specific policies to help pre-
vent it and deal with its aftermath.

It is critical to "address threats

and violent behavior" from employ-
ees, said Julianne Stanton, staff oc-
cupational health consultant and
training specialist for Kemper Na-
tional Insurance Cos. in Long Grove,
m.

Employers -should have proce-

3:15 p.m.

3:45 p.m.

5:00 p.m.

7:45 a.m.

9:00 a.m.

9:15 a.m.

9:45 a.m.

dures and codes of conduct in place
for people to report" such violent
incidents, she said.

Companies' facilities should be
designed to prevent violent inci-
dents, said Warren Miller, a casualty
loss control specialist with Kemper
in Dewitt, N.Y., who coordinated
the session. "Crime prevention
through environmental design" is
crucial, he said, noting that risk
managers can control risk by con-
trolling access and increasing sur-
veillance.

Chris Guarrero, director of secu-
rity for Pizza Hut Inc. in Wichita,
Kan., and Frank Sup, director of
risk management for Pizza Hut, also
spoke. Mr. Sup served as moderator.

'Internal' customers

Risk managers can better man-
age their internal "customers" by
using the power of persuasion.

"Risk managers should convince
their internal customers that their

Concurrent Session B:

HOW TO ENROLL RETIREES IN MANAGED
CARE PLANS

William J. Boyle, Director, Benefits and HRIS
Western Union

Marcia Inch, Principal
Wiliam M. Mercer, Inc.

Charles A. Newman
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& TABLE-TOP EXHIBITS
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Edwin E. Freedman
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Bill Murphy, Director of Risk Management
Sky Chefs

Robert L. Buckley
Manager of Special Investigations
Kemper Risk Management Services

COCKTAIL RECEPTION

Hosted by USA Healthnet, Inc.

TUESDAY, MAY 18

Continental Breakfast & Table-Top Exhibits

REMARKS FROM THE CHAIR

KEYNOTE ADDRESS

John Polk, Executive Director
Council of Smaller Enterprises

HEALTH CARE REFORM: WHAT ARE THE OPTIONS?

Panel Moderator:

Jerry Geisel, Editor-at-Large
Business Insurance

Ellen Goldstein, Director of Health Care Policy and
Communications

Association of Private Pension & Welfare Plans

Doug Leland, Vice President
Intracorp

Thomas R. Reardon, M.D.
Member, Board of Trustees
American Medical Association

Michael A. Zarcone, Government Relations Counsel
MetLife Insurance Co.

11:00 a.m. Mid-Morning Refreshments & Table-Top Exhibits

11:30 a.m. RECEIVING THE MOST VALUE FROM YOUR
PHARMACEUTICAL BENEFIT PLAN

James W. Heenan, Director, Corporate Account Sales
The Upjohn Company

sensitivity to risk management con-
cerns will help them accomplish
their own goals," says Dave Eaton,
risk manager for Bandag Inc. of
Muscatine, Iowa.

In addition, brokers can help
manage a company's internal cus-
tomers by knowing the company's
business, by listening to the com-
pany, and by being creative and in-
novative to help find practical solu-
tions, said Larry Johnson, vp for
Alexander & Alexander Inc.

John Axel, senior vp for HON
Industries Inc. in Muscatine, Iowa,

also spoke. Stan Johnson, risk man-
ager for HON Industries, coordin-
ated and moderated the session.

Disaster recovery
Employers should develop a di-

saster recovery plan so critical func-
tions are resumed as smoothly and
as quickly as possible in a crisis.

Among other things, one high-
ranking senior management repre-
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sentative needs to be in charge to
provide focused direction durmg di-
saster recovery efforts, recommends
Don Herbstman, vp-safety and risk
management for Burger King Corp.
in Miami. In addition, clear roles

and responsibilities must be as-
signed for portions of the recovery
effort, he said.

Scott B. Clark, insurance sup€rvi-
sor for Dade County School Board
in Miami, gave a case study of how
the school board coped after Hurri-
cane Andrew.

Ron Forte, vp-corporate risk man-
agement for the American Bankers
Insurance Group in Miami, de-
scribed how the insurer coped with
Hurricane Andrew from the per-
spective of an insurer and a policy-
holder.

Susan H. Weiner, assistant su-
perintendent-risk management for
Dade County School Board, mo-
derated the session. Mr. Clark was

the session's coordinator. Eli

Jim Miller, Vice President - Marketing
PreferredOne

Norrie Thomas, President & COO
Clinical Pharmacy Advantage

12:30 p.m. LUNCHEON FOR SPEAKERS AND ATTENDEES
Hosted by The Alexander Consulting Group Inc.

1:15 p.m. KEYNOTE LUNCHEON SPEAKER
The Honorable Robert G. Torricelli

House of Representatives, New Jersey, Democrat

1:45 p.m. Break

2:00 p.m. CASE STUDIES OF SELECTED WINNERS FROM
THE BUS/NESS /NSURANCE EMPLOYEE
BENEFITS COMMUNICATION AWARDS

Concurrent Session /1:

Charlotte Jerace, Manager
KPMG Peat Marwick

Concurrent Session B:

Richard D. Quinn, III
Director, Corporate Benefits Planning
Public Service Electric & Gas Co.

Lee Saviola

District Manager, Managed Care Administration
& Employee Education
AT&T

Pamela G. Stout

Communications Team Leader - New York Region
The Wyatt Company

Concurrent Session C:

Vicki Dungan, Principal
Dungan Communications Resources

Lorna Mackey, Manager, Benefits Communication
PepsiCo Inc.

3:15 p.m. Mid-Afternoon Refreshments

3:30 p.m. SHOULD THE PRIVATE SECTOR ADOPT
RESOURCE-BASED RELATIVE VALUE SCALE

(RBRVS) PHYSICIAN FEE SCHEDULES?

Panel Moderator:

Christine Woolsey, Associate Editor
Business Insurance

Zachary Dyekman, Ph.D., Executive Vice President
Center for Health Policy Studies

Thomas R. Reardon, M.D.
Member, Board of Trustees
American Medical Association

4:30 p.m. CONFERENCE ADJOURNS

CORPORATE SPONSORS

The Upjohn Company

John Hancock Financial Services

Clinical Pharmacy Advantage

The Alexander Consulting Group Inc.

USA Healthnet, Inc.

Spencer fund
the winner in

hockey game
ORLANDO-The U.S. contin-

gent of the RIMS Hockey All-
Stars showed up in this Central
Florida hockey oasis last month
armed and ready for a friendly

battle with

iIA
their Canadian

counterparts.
Team Canada

R.I.P.ZoiliT arrived ready
to skate but

was woefully outnumbered by
the U.S. squad.

Employing three forward lines
and two pairs of defensemen,
Team USA poured in eight third-
period goals to beat the seven-
man Canadian team 15-11 on

April 28.
The victory, Team USA's third

in a row in the ongoing series,
will keep the Golden Skate Tro-
phy in the United States for at
least another year.

Although Team USA finished
strongly to post the win at the
Rock on Ice Arena in Orlando,
Team Canada, bolstered by ex-
cellent goaltending from veteran
Steve Patenaude, controlled
much of the play for two periods.

Mr. Patenaude, a senior ac-

count executive with Arkwright
Mutual Insurance Co. in Mon-

treal, came up with several bril-
liant saves throughout the game,
and Karl Burns, an Ontario-born
account representative with
Zurich-American Insurance Co.

in Chicago, had points on nine of
his team's 11 goals. Ron Wil-
liams, risk manager with CSF
Foods Inc. in Saskatoon, Sas-

katchewan, also had a solid game
for Canada, tallying four goals
and three assists.

Meanwhile, Team USA was
paced by Bob Nusslein, an ac-
count executive with Arkwright
in San Mateo, Calif. The defen-
seman scored five goals and as-
sisted on a second-period power
play goal by Team USA Captain
Peter King, a vp with Marsh &
McLennan in Philadelphia. Jim
Wixtead, an assistant vp with
General Reinsurance Corp. in
Hartford, Conn., and Mike
White, a vp with The Holborn
Agency Corp. in New York, both
helped the U.S. squad with mul-
tipoint performances.

Frank Lerzeak, an Orlando en-
trepreneur, covered the net for
Team USA.

"If it's true that the sign of a
good team is winning ugly, then
we were awfully good," said Mr.
King, noting the game should
raise about $2,000 for the Robert

Spencer Memorial Scholarship
Fund.

Team Canada 452-11

Team USA ' 4 3 8-15

First Period-1, USA, Bill Baker, (unassisted),

2:46.2, USA, Mike White (John Vlachos), 4:27.
3, Canada, Ron Williams (Georges Balcer), 5:16.
4, Canada, Dan Vujacic (Karl Burns), 6:01. 5,
Canada, Burns (Williams, Brad Campbell), 8:18.
6, USA, Bob Nusslein (White), 14:01. 7, USA,

Jim Wixtead (White, Vlachos), 14:26. 8, Canada,

Burns (Bill Vandenvood, Williams), 15:57.

Second Period-9, Canada, Burns (unas-

sisted), 3:16 (sh). 10, USA, Peler King (Pete Bos-

twick, Nusslein), 3:34 (pp). 11, Canada, Burns
(Vanderwood, Campbell), 4:54. 12, Canada,
Campbell (Baleen, 7:47. 13, Canada, Williams
(Burns), 8:04. 14, Canada, Williams (Burns),
10:59. 15, USA, While (Wixtead), 12:20. 16,

USA, Nusslein (White, Vlachos), 16:25.

Third Period-17, USA, Nusslein (While),

2:20. 18, USA, Nusslein (Bostwick, King). 19,

Canada, Williams (Burns, Baker), 7:20.20, USA,

Baker (King, Nusslein), 8:50. 21, USA, Wixtead
(Vlachos), 12:00. 22, USA, Wixtead (Vlachos,

Baker), 14:10. 23, USA, Nusslein (Sandy McMil-
lan, Nick Steffey), 16:14. 24, USA, Vlachos
(White, Wixtead), 16:34. 25, Canada, Burns

(Williams), 17:05. 26, USA, Bostwick (Rick Cur-
ran, King), 17:58.

Series: USA leads 3-2-1

-By Michael Schachner
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Want pest «*Dntt,)1
rn¥erageyou c ancounton7

Call Bryan.
Or Brendan. Or Bruce. Whether it's pest control,
The last thing you want is security guard or country

short-term soluticns to long- . club coverage, you can count
.erm needs for pest control 4 91 9/ , on the Brownyards year after
ability insurance year. Because-like you-
The Brownyar(is are com- A I, 3:A-· theyre in business for the

mitted to providing a market A<9- 4 ' long haul. Talk to the
Sir those coverages through i n,
hard and soft maikets alike- -         Bmwnyard

ust as they've doe for the '-:- THE BROWNYARD
security guard industry for \ GROUP
nearly 40 years.

21 Maple Avenue, CN9175
Bay Shore, New York 11706-9175

(800) 645-5820 • In NY: (516) 666-5050 • FAX: (516) 666-5723

Special events
Continued from page 3
buffet-size cup. And shorening the
period you sell liquor also r.ops a lot
of problems...a liquor-related ac-
cident is where you can get stung
the hardest."

Managing the risk of a special
event even continues after the event
has concluded, sal Mr. Mai.

"Getting people out quickly and
safely is very imE•irtant. After that,
you can review the entire T€nue in-
cluding doors, halls and bathrooms
You can probably check all this in
the time it takes the parking lot to
clear. And if you videotape it, you
can learn for the next time and have
some proof of the shape ycL're leav-
ing the building in, in case you need
it later," he said.

Mr. Hidden sa·i it is a mistake
to ignore this crucial phase of spe-
cial event risk management. "You
may be tempted to say who cares?

m=f VA

I 0 e are drawn together by experience

and linked by our commitment.

How far have we come,..

...howfar will we gop

First we'11 be best, then we'll be first.

Intrigued?
Contact Gene Granato

Vice President and National Marketing Director
(903) 561-6700

971 ZINDSEY
LOAMORDEN
V C[AIM SERVICES, INC

USA - Lindsey Morden Claim Services, Inc. ENGLAND - Lindsey Morden Claim Services (U.K.) Ltd.
- CANADA - Lindsey Morden Claim Services Limited EUROPE - lindsey Morden Claim Services (Europe)

Home OJ)!ce: 3910 Brookside Drive / PO Box 6030 / Tyler, Tex95 75711 / (903) 361-6700 / FAX (903) 561-7013 / TELEX: 265797 1-INDS /Emergency· 1 800-ADJUST 4
A member of the Morden & Helwig Group SQD
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But you may have to bill a promoter
for damage, or defend yourself
against a claim. Your post-event in-
spection is very important in these
types of cases."

He also stressed the importance of
dating and signing all documents
and check lists. "Without a date and

signature, an order form or contract
can become a liability in court."

Mr. Mair moderated and coordin-
ated the session. lei

Bi opinion poll
Continued from page 3

could choose up to three lines in
which they predicted steep rate
hikes.

Sixty-nine percent of those polled
expect risk managers to increase
self-insured retentions once the

market turns, while 22% expect that
new captives will be formed. Five
percent believe that companies will
buy finite risk insurance if the price
of traditional coverage rise, while
3% checked an answer on the multi-
ple-choice survey that said: "Risk
managers will resign from their
jobs." One percent gave some other
response.

More seriously, many risk manag-
ers are not likely to resign from their
jobs soon because they don't see a
bullish employment market in the
insurance industry and the risk and
employee benefit management pro-
fession over the next year.

Fifty-eight percent of those polled
said the insurance/risk and benefit

management job markets-which
have been the scene of layof[5 for
the past two years-will not change,
while 23% believe the job market
will become even worse. Only 19%
think employment opportunities
will brighten in the next year.

Risk managers may be boning up
on employee benefits because that's
where they see the greatest employ-
ment opportunities. Twenty-five
percent of the respondents said the
best job opportunities will be in em-
ployee benefit management, while
23% selected risk management. Six-
teen percent said the best oppor-
tunities would be in consulting, 12%
said claims, 8% said brokerage and
5% said insurance and reinsurance
underwriting. Eleven percent gave
some other response.

While those at RIMS think the

job market is slightly deteriorating,
they see much bigger problems in
the workers compensation market.
Fifty-four percent of those an-
swering the survey said the workers
compensation climate in the state in
which their company had the most
employees had deteriorated in the
past year. Twenty-nine percent said
the workers comp market stabilized
in their primary state of business,
while only 13% said it improved.
Four percent did not answer the
question.

There is one bright spot on the
workers compensation map: Texas.
Thirteen respondents noted that the
workens comp climate in Texas has
improved over the past year with
the implementation of reform legis-
lation, while another six said it has
stabilized and only five said it de-
teriorated.

However, survey results confirm
that deep workers compensation
problems exist in California. Forty
respondents said conditions in the
California workers comp system had
deteriorated in the past year, while
only six said they had stabilized
and none said they had improved.

Other states where a significant
number of R(IS attendees see a de-

teriorating workers comp climate
include Florida, New Jersey, New
York and Pennsylvania. No state
other than Texas was seen as an im-
proving workers comp market.

Editorial Assistant Kmy Dz.iubek
contributed to this stoly.
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Stu rge to close eight Lloyd's syndicates
By ALINE SULLIVAN Marine syndicates to be closed The most profitable property year, when it had 5,510 members "We have made some fundamen-

include 203, underwritten by business also will be transferred The other six syndicates also re- tal changes to create a portfolio of
LONDON-Sturge Holdings Simon C Wilmot-Smith, 206, un- to continuing syndicates ported substantial losses, largely distinctive syndicates," said Mr

PLC, Lloyd's of London's largest derwntten by Bnan G Adams, and Syndicates 210 and 206 were because of claims from errors and Hayday "The active underwnters
underwriting agency, is closing 428, underwritten by Dick Wyatt Sturge flagship syndicates and two omissions line slips and personal on the contmumg syndicates repre-
e.ght of its 22 managed syndicates Aviation syndicate 950, which is of the largest syndicates at Lloyd's stop-loss business Together, the sent a strong overall team with a
and three of ltS five managing underwritten by John Nevitt, also eight syndicates lost 222 million successful track record They will
agencies by the end of the year unll be closed pounds in the 1990 underwriting be merging the best aspects of our

The move is part of an effort to Messrs Nevitt, Lee, Wilmot- Sturge's strategy is year ($3362 million) current portfolio into their 1994

shed unprofitable businass and Smith, Adams and Wyatt unll lose The three managmg agencies to accounts and retaining the most
similar to that of

s:reamline Sturge's operations to their lobs in the reorganization close, subject to Lloyd's approval, profitable busmess of those syn-
attract new capital, said Terry The underwriters of the other syn- the new Lloyd's are Sturge Aviation & Marine dicates that have ceased to trade "
Hayday, chief executive of Sturge's dicates will manage their runoffs Syndicate Management Ltd , Brokers voiced concern that the

Insurance division Although syndicate 209 will business plan, says Sturge Non-marine Syndicate Sturge cuts would reduce capacity
Sturge Holdings is headed by cease trading, part of its opera- Terry Hayday. Management Ltd and Sturge in the marine and non-marine

David Colendge, the former chair- tions will be merged into Sturge's Motor Syndicate Management Ltd markets However, Mr Hayday
man of Lloyd's new marine syndicate 978, to be Mr Hayday said Sturge's strat- said new corporate capital should

The eight syndicates slated to underwritten by Mr Hopwood, egy is similar to that of the Lloyd's maintain capacity at the current
dose and go into runoff Include leaving Sturge with 15 managed Syndicate 210 lost 66 million business plan released on Apnl 29 level of 725 million pounds ($1 1
non-manne syndicates 209, led by syndicates, down from 22 at the pounds ($100 milhon at the apph- (BI, May 3) The company hopes to bilhon)
underwriter K W Hopwood, 210, a start of the year cable exchange rate), or 36% of ltS attract corporate capital and is in Including the five underwnters,
major U S property msurer, under- Accordmg to Mr Hayday, a se- capacity, m the 1990 underwnting talks with banks and hfe insurance 40 jobs will be eliminated on top of
vmtten by Alan Lee, 212, led by lection of conventional marine year, when it had 5,234 members companies "on both sides of the 170 cuts made earlier this year,
underwriter Richard McCarthy, business from all of the closed ma- Syndicate 206 lost 62 million Atlantic" that are mterested in be- leaving Sturge's insurance opera-
and 782, underwritten by P N rine syndicates will be moved to pounds ($93 9 milhon), or 35% of coming Sturge syndicate members, tions with about 1,200 employees,
Slade the new syndicate capacity, in the 1990 underwntmg he said he said

Merrett to leave Nordic insurers' future
Outlook for security remains

1syndicate 418's poor, S&P analysis contends 1
SCALE OF MILES

a.
0 100 200 300 400 500
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account open By MARIA KIELMAS

The outlook for the security of insurers m the Nordic .I+F,„ - .

region remains generally poor, a recent report suggests
LONDON-Stephen Merrett, the senior Lloyd's of London The reduced scale of Nordic Insurers' overseas opera-

underwriter who spearheaded a solution to Lloyd's open-year bons and continued partnerships with banks and finance u., ./ tr .
. 8)

problem in the market's new business plan, is leaving his big- companies are negative influences for the insurers, ac-
gest syndicate-marine syndicate 418-open for the 1990 under- cordlng to the report released late last month by Stan- %

writing year dard & Poor's Insurance Ratmg Services
r, A

(TmirmW ,Open years are the current bane of Lloyd's members, who Additionally, asset quality continues to be problematic
cannot withdraw from the market until all of their syndicate for most of the region's insurers
accounts are closed And, until then, the members can face an S&P deems only 17 Nordic insurers as offenng"a(ie- ESTONIA*
unknown quantity of cash calls qtlate" security, with an S&P claims-paying ability rat-

The 1990 underwriting account is supposed to close at year- mg of "BBB" or higher, compared with 26 m 1990
i end 1992 under Lloyd's three-year accounting system, and the  The S&P report also states |i (§13il@3I[:Sw ,/ LATVIA

market will declare its results next month Instead, members on • The Nor·clic region's overall proportion of premium
syndicate 418, the flagship syndicate of Merrett Underwriting . r»'644.* j LITHUANIAvolume is hkely to weaken over the next few years
Agency Management Ltd and one of the market's largest syndi- * 4

• Large international reinsurance losses have
cates, have been warned by their members agents to expect a prompted the Nordic market's malor players to retreat _ 11, GERMANY POLAND RUSSIA

malor cash call in July The syndicate's membership totaled from those lmes By the middle of this decade, the Nordic
6,429 for the 1990 underwriting year presence in the International reinsurance market wlll be

GRAPHIC BY JOHN HALL

Anton Underwriting Agencies Ltd, a members' agency that I signihcantly decreased dic companies UNI Storebrand A/S of Norway and
was spun off from Merrett Holdings PLC 18 months ago, The Nordic insurers' domestic operations probably Denmark's Hafnia Holding of 1992 A/S have filed for
warned its members on Apnl 27 to expect a cash call for 15% of wlll come under Increaslng pressure as companies try protection from creditors-and Sweden's Svenska Kre-
syndicate 418's 1990 allocated underwriting capacity of 213 5 to make up for the deterioration in mternational results ditforsaknngs A B was declared bankrupt
million pounds ($344 6 million at the appropriate exchange by Increaslng market share at home At the same time, Nordie insurers with a high proportion of equities or
rate), or 32 million pounds ($51 6 million) Anton said it based competition from insurers elsewhere m the European real estate assets have suffered both loss of capital and
its forecast on verbal advisories from Merrett underwriters Community is hkely to Increase diminished hquidity, the S&P report said

The decision to leave the 1990 year of account open for syndi- A declme over the last two years m the secunty of The Damsh stock market fell by 25 8% and the Norwe-
cate 418 was a "pragmatic course of action" that had been Nordic insurers has been reflected m a fundamental glan market fell 10% last year, while the Fmmsh and
adopted because lt lS likely to prove cheaper for members than deterioration in earnings as well as weakened capital Swedish markets fluctuated wildly throughout 1992
paying a large cash call now to establish reserves for unpaid and reserves And the real estate markets in Fmland and Sweden
claims The study points to several examples of troubled Nor- Continued on next page

Syndicates that wish to close their accounts when they still
have unpredictable liabilities on their books can only do SO lf
they set aside large reserves, which are transferred into the next UNI Storebrand presses on with refinancing
accounting year as a "reinsurance-to-close" premium. With the
Lloyd's market as a whole expected to announce 1990 losses of OSLO, Norway-The board of ciation is discussing its opposition of Group and a 3 09 billion kroner
between 25 billion and 28 billion pounds ($3 92 billion and administrators of UNI Storebrand the restructurmg plan with the UNI ($4913 milhon) loss from the drop
$4 39 billion at current exchange rate) in June, members of syn- A/S has awarded Oslo-based stock- Storebrand administration board, in value of a 34 6% stake m Baltica
dicate 418 might not have taken kindly to massive cash calls to brokers Sunndal Collier & Co and said Hans Olav Heh, a lawyer at law Holding A/S The remaining losses
boost the syndicate's reserves Fondshnans the contracts to man- firm Stabel, Tellmann, Strom & were caused by decreasing values

Syndicate 418 has been a very active underwriter of profes- age the company's refinancing as its Elde in Oslo, which is actmg for the of real estate and other securities
sional liability business Losses from business written for ac- administrators proposed in mid- shareholders holdings
countants represents the "principal area of deterioration" in the Apnl (BI, Apnl 26) In other Scandinavian market Danish insurance analysts say
syndicate's portfolio, according to the Anton memo to members The refinancing plan calls for news last week that the Hafnia loss will be ab-

i The syndicate's participation on an errors and omissions line merging UNI Storebrand MS with • Denmark's Hafnla Holdmg of sorbed by the company's creditors,
slip for Lloyd's underwriting agents was cited by Anton as an- UNI Storebrand New A/S, a holding 1992 A/S reported that its 1992 loss Den Danske Bank, UNI Bank of
other problem area company formed after the insurer totaled 9.15 bilhon Danish kroner Denmark, Germany's Commerz-

Thousands of members are currently suing or planning to sue went mto admimstration, writmg ($145 bilhon at year-end 1992 ex- bank and Holland's ABN Amro
their underwriting agents over massive losses If they win, at down the value of shares m the or* change rate), compared with a loss Bank, among others Den Danske
least part of their court award will be paid by the underwriting mal holding company, a share of- of 1 31 bilhon kroner in 1991 ($222 bank also is the pnncipal creditor of
agencies' E&0 coverage fering for the merged entity, and mill.lon at year-end 1991 exchange Baltica Holding

The underwriting capacity of syndicate 418 has declined transferring UNI Storebrand's rate) Codan Insurance Ltd, a Danish

steadily in recent years In 1988, the syndicate was authorized Skandia Group shares to a newly The 1992 performance, a record insurer that iS 71% owned by Sun
to write up to 284 million pounds ($535.9 million at the appro- formed entity loss among Danish corporations, Alliance Insurance U K Ltd, ac-
priate exchange rate) of premiums, which had dropped to An roadblock to the process could partly resulted from a 133 bilhon quired Hafnia Insurance Co Ltd
150 million pounds ($227 2 million) this year come from the UNI Storebrand kroner ($211 5 milhon) loss from the and hve other Hafnia Holding units

-By Ahne Sullivan Shareholders Assn, which repre- drop in share value of Hafnia's last month
sents small shareholders The asso- 148% stake in Sweden's Skandia -By Mana Kielmas
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Nordic market
Continued from previous page
plunged 20%»-weakened by an al-
most total lack of buying interest.

However, solvency margins re-
ported by Finnish companies remain
closer to historic levels, almost en-
tirely because local accounting rules
allow recognition of declining values
in certain assets, notably real estate,
to be deferred, S&P notes.

To a certain extent, capitaliza-
tion is protected by the strong posi-
tion that most of the companies
enjcy in their domestic markets.

Bit economic conditions in the

Nordic states and growing competi-
tive pressures limiting imposition of
higher rates will slow premium
growth for much of 1993, the report
adds.

S&P also foresees continuing
problems as a result of the rela-
tionship forged between Nor(lie in-
sure's and banks. Sometimes these

links were no more than distribution

agreements, but more typically they
involve high levels of equity.

The banks have been squeezed by
credit problems, declining asset
quality and by the aftermath of the
Euripean Monetary System crisis
last year (BI, Sept. 14, 1992).

In order to maintain solvency

margins, the banks have resorted
to central bank support to provide
liquidity. Insurers increasingly have
been swept into this crisis, S&P
says.

For example, Sweden's Trygg-
Hansa SPP reduced its policyholder
surplus to 8.4 billion Swedish
kronor ($1.2 billion) from 14 billion
kronor ($1.9 billion) as a result of
write-downs in its exposure to Gota
Bank, as well as its losses in
Svenska Kredit.

Danish insurer Baltica Holding
A/S reported 4.4 billion Danish
kroner ($724.2 million) in 1992
losses as a result of real estate-re-

lated lending and investments.
In addition, half of Hafnia Hold-

ing's debt is held by Den Danske
Bank, Uni Bank and Skandinaviska
Enskilda Banken, S&P said.

Only the Finnish insurers escaped
this tangle because Finnish banks
and insurers have not had such close

links, the report noted.
Regarding individual insurers,

S&P sees improving results in the
future for the Skandia Group, the
region's largest insurer. The im-
provement will come about as the
company takes advantage of its
market position and as rates harden
in Sweden.

Liquidity remains a significant

INTERNATIONAL

concern for Skandia, however. Ef-
forts to lengthen the company's
debt-maturity profile have been
limited due to tight credit conditions
in Scandinavia since 1992. Finan-

cial flexibility also remains notably
constrained due to the effect on sur-

plus of recent years' losses, a chang-
ing investment climate and the con-
trol of 40% of the group's shares by
troubled UNI Storebrand and Haf-
nia.

"Because of its ownership situ-
ation and priority on reducing debt,
Skandia will have limited access to

capital markets going forward,"
S&P says.

The S&P report was written be-
fore the latest refinancing of Baltica
Forsilaing and the proposed wind-
ing up of Baltica Holding. But S&P
suggests that if a way can be found
for Hafnia and UNI Storebrand to

"exit gracefully" from their owner-
ship of Skandia shares, then talks
between Baltica and Skandia over

a possible merger, suspended in
1991 following the Hafnia/Store-
brand assault on Skandia, may be
resumed.

Copies of the "Nordic Insurance
Market Report" are available for $25
by calling Standard & Poor's Colp.
in New York, 212-208-1592.

ABRIEFMESSAGEABOUTINSURANCE

PLACEMENTS FOR

W 11

.
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. Security Guards,

Patrol Services,

Detective Agencies,

Armored Car Service,

Alarm Monitoring and

Alarm Installation

For more than a decade CoverX Corporation has
continuously provided a stable insurance product
for the Security Industry. During that time many
companies and agencies professing to
"specialize" in this industry have come and gone.
In today's difficult insurance marketplace most
are simply gone. COVERX CORPORATION IS
STILL HERE, providing that industry with custom
tailored GENERAL LIABILITY AND

PROFESSIONAL LIABILITY.

I f you have current or potential clients in the security industry whose long range interests lie in
, obtaining a quality insurance product in a stable market then you owe them a CoverX quotation.

For further information or applications call or write...

COVER  CORPORATION
P.O. Box 5094 Southfield, Michigan 48086
Telephone: (313) 358-4010
Facsimile: (313) 358-2459

Walton Insurance Ltd. runoff moves

to United Kingdom to cut costs
By ROGER SCOTTON

HAMILTON, Bermuda-The run-
off of Walton Insurance Ltd., a Ber-

muda-based insurer formerly owned
by Phillips Petroleum Co., will be
transferred to the United Kingdom
in a cost-cutting move.

Walton President Timothy Spaf-
ford said the runoff of $60 million in
long-tail liabilities-mostly from
casualty policies written for U.S.
policyholders-is being "con-
tracted" to a Imdon-based insur-

ance services company.
The U.K. company is "one that

I'm presently seeking to acquire,"
added Mr. Spafford, who declined
to name the company.

He said the July 1 relocation is
"based on economics."

The move will lead to the loss

of 11 jobs. Six more jobs will also be
axed with the closing of an amliated
Bermuda claims auditor, Insurance
& Reinsurance Services Ltd.

Mr. Spafford was one of three
current and former Walton man-

agers who jointly acquired the com-
pany in 1990 (BI, April 23, 1990).

Walton stopped writing non-re-
lated business in January 1983, but
continued to underwrite Phillips'
business until 1986, when the petro-
leum company decided to place its
risks with its Vermont captive,
Sooner Insurance.

According to financial data re-
leased in March 1983, Walton had

capital and surplus of $28.4 million
and total liabilities of $175.4 mil-
lion, of which $127 million was de-
scribed as a gross case reserve pro-
vision for losses from non-parent
business. The provision for losses
from Phillips' risks was listed as $15
million, while Walton's incurred but

not reported losses at that time were
$73.6 million.

Latvian captive forms
The state-owned Latvian Ship-

ping Co. has set up the first Ber-
muda captive insurer formed by a
former republic of the Soviet Union.

Kristaps Insurance Ltd. is being
formed as a wholly owned subsidi-
ary of the shipping company. The
shipper is an official enterprise of
the Republic of Latvia and gen-
erates the bulk of the Baltic state's

hard currency earnings.
The Kristaps captive will be man-

aged by CP'M Insurance Managers, a
small, independent captive manage-
ment company.

Kristaps will provide direct hull

BERMUDA

and machinery coverage for a fleet
of about 100 vessels--tankers,
reefers, dry cargo bulkers and spe-
cialized ice-breaking ships.

The Latvian Shipping Co. cur-
rently is in5ured in the commer-
cial insurance markets-with cover-

age led by Norwegian insurer UNI
Storebrand A/S in the Scandinavian

market-against catastrophe losses
of up to $500 million. It pays be-
tween $4 million and $5 million in

premiums. The shipper currently
has a $1 million self-insured reten-

tion and a $125,000 deductible per
vessel.

"The captive's initial aim will be.
to fund working-layer deductible
losses retained by the LSC under its
commercial hull and machinery pol-
icy," said CFM President Simon
Scupham

With the current hardening in
marine insurance markets showing
no signs of easing, Mr. Scupham
said he would evaluate the scope for
higher levels of working-layer reten-
tion by Latvian Shipping Co. before
its commercial coverage comes up
for renewal in August.

Swann leaves Pinnacle

Bermuda's financial insurance

market still has plenty of growth
potential, says departing Pinnacle
Reinsurance Co. Chairman Bruce
Swann.

After seven years as head of one
of the island's financial reinsurance

pioneers, Mr. Swann said that fi-
nancial insurance and reinsurance

will remain a strong growth area for
Bennuda.

"Niches are still open, and I think
we'll see some new players diversi-
fying into financial insurance in the
not-too-distant future," he said.

Mr. Swann came to Bermuda in

1986 as an appointee of Pinnacle's
British parent, Lloyd's broker C.E.
Heath P.L.C.

He steered the company through a
difficult period during which mar-
ket competition intensified and Pin-
nacle found itself facing a high-pro-
file legal battle over business it
transacted with the insolvent Men-

tor Insurance Ltd.

Since the acquisition of Pinna-
cle's business by Bermuda's Centre
Reinsurance Holdings P.L.C. in De-
cember 1991, Mr. Swann has also
acted as chairman of Centre Re's

CentreLine subsidiary. /2/

1hi.me.
SCHIRMER ENGINEERING CORPORATION

Full Service Fire Protection/Life Safety Engineering

• Properly / Casualty / Boiler & Machinery
Underwriting & Loss Control Reports

• Americans with Disabilities Act (ADA)
Accessibility Code Consultation

• Building & Fire Code Consultation
• Fire Suppression System Design
• Fire & Security Alarm System Design
• Loss Investigations
• Litigation Support Services

707 LAKE COOK ROAD

DEERFIELD, IL 60015-4997
PHONE 708/272-8340

Dallas, TX - Los Angeles, CA - San Francisco, CA - Washington, DC



Health reform
Continued from page 1
ated the work of the Task Force

on National Health Care Reform.

Administration officials, though,
attribute the delay to recognizing
that more time is needed to de-

velop support for the package-
especially from Congress-rather
than problems in finishing the
package.

In addition, a number of high-
ranking officials-most notably
House Ways and Means Committee
Chairman Daniel Rostenkowski,
D-Ill., and Office of Management
and Budget Director Leon Panetta
-have told the administration that

a health care reform package
shouldn't be presented while Con-
gress still is wrestling with a tax
bill that calls for the biggest peace-
time tax hike in history.

While the delay shows the ad-
ministration is listening to advice
from Congress, questions have yet
to be answered on the administra-

tion's ability to win congressional
support and ultimately a consensus
for its health care reform program.

Developing a consensus on
health care reform-regardless of
who or which party is in the White
House-is an extraordinary chal-
lenge. Congressional support is
splintered among a variety of
health care reform approaches.

One faction, still sizable, favors a
single-payer, Canadian-style
health care system.

Another faction favors a system
of managed competition in which
the government's role would be to
set certain standards for health

care plans, make it easier for em-
ployers to band together to buy
coverage through big purchasing
cooperatives, and give employers

or employees tax incentives to se-
lect the lowest cost health care

plan.
Still other members of Congress

support a much more limited set of
reforms, like extending tax credits
and vouchers to make it easier for

lower- and middle-income individ-

uals to obtain affordable health

care coverage.

And, many lawmakers say the
health care system must be re-
formed, but they have yet to de-
cide how.

Another division exists between

those who say a limited series of
reforms should be passed now-
while broader reforms are studied

-and those who fear this approach
would kill the momentum for more

far-reaching reform.
Some members of Congress, like

Sen. John Rockefeller IV, D-W.Va.,
have argued that past congressio-
nal indecision on health care re-

f6rm largely was due to a lack of
strong presidential leadership and
interest in health care reform.

Certainly, no one would deny
that President Clinton has made

health care reform one of his top
domestic priorities. He established
his health care task force within

days of his inauguration and
named his wife to chair it.

But what about President Clin-

ton's ability to work with Con-
gress? That may be suspect, espe-
cially after Senate Republicans
held firm to block passage of a
$16.2 billion economic stimulus

bill, which was a relatively small-
potatoes proposal compared with
revamping the nation's $900 billion
health care delivery system.

Some political observers say
health care reform could meet the

same fate.

"If you have a clear, left-wing

ADVERTISER

INDEX
Issue of May 10

Advertiser Page #

AIG Corporate......... 11,12-13

A. L G. Credit ........... 34

Alexander & Alexander .... .. 4

American Claims Evaluation .. 20

Assoc. Aviation Underwriters .. 30

Assurex International ... . 44

British Airways .......... 6

Brownyard Group......... 54

Business Insurance . 52-53,57

Chubb Group of Insurance Co... 50

CNA Insurance .... ....... 26-27

Commerce & Industry/AIG 24,25

Commonwealth Risk Service . 28-29

Continental Underwriters ....24

Cover X . ..... ... 56

Crawford & Company .........47

CRC ... ....... .. .....18-19

Duncanson & Holt ......... 64

Employers Reinsurance Corp. 16-17

Environmental Compliance ......9

Environmental Science & Eng. 48

First State Management Group . 46

General Rehab ............ 42-43

Great American Insurance Co... 38

HCM Claim Management ... 14-15

Advertiser Page #

Helmsman Management Sves... 37

Hermitage Insurance Company . 42

Home Insurance ....... 32-33,47

Industrial Appraisal Co....... 46

Industrial Risk Insurers ... 60

Inphoto Inc. .... ..........51

ITr Hartford ........... 39

Liberty Mutual 21

Lindsey Morden........... 54

Wm. H. McGee & Co., Inc. ... 48

Minet Inc........ ...... ..... 7

NAC Reinsurance Corp..... .. 23

North American Reinsurance...31

Paige-Ruane, Inc.............50

Pinkerton Investigation Sv. . 38

Practical Risk Management .... 43

Protection Mutual Ins. Co. .. 40-41

Riscorp Management Services .. 22

RLI Corp. ..... ...........49

Schirmer Engineering .........56

Scor Reinsurance ............. 45

Swett & Crawford Group . 20

Thomas Howell/Gay & Taylor...22

Wausau Insurance Company .... 5

proposal, you will see support peel
off" from moderate Democrats and

Republicans, said Edmund Haisl-
maier, senior policy analyst for
health care issues with The Heri-

tage Institute, a conservative think
tank in Washington.

Aside from possible problems in
developing a congressional con-
sensus, President Clinton faces a

more immediate problem: rising
concern from groups representing
large employers that the adminis-
tration will require them to partic-
ipate in health care purchasing
pools or pay special surcharges if
they choose to continue their own
health care plans.

Even if employers are permitted
to continue operating outside the
health care purchasing alliances, it
is not clear that the rules will

"make that an attractive option,"
said APPWP Executive Director

James Klein in a memorandum to

the group's members.
Meanwhile, estimates of how

much a health care reform pack-
age could conceivably cost con-
tinue to grow.

Projections by the Health Care
Financing Administration say uni-
versal health care coverage could
initially increase health care
spending by $100 billion to $150
billion a year.

Mr. Magaziner earlier put the
tab at between $30 billion and $90
billion.

But some economists and others

dismiss the HCFA estimate, noting
that it is based on unrealistic as-

sumptions: that universal coverage
would be immediate and that all

Americans would be entitled to a

super-rich benefits package with
no deductibles and small coin-

surance limits.

"The figures are inflated. I would
discount (the estimate of) $100
billion to $150 billion. Those bene-
fit options are unrealistic," said
Jack Meyer, president of New Di-
rections for Policy, a research and
consulting firm in Washington.

Whatever the cost, benefit lob-

byists say the administration still
has not decided how universal cov-

erage will be financed.
Some believe that an idea once

thought dead-taxing employees
on at least a portion of employer-
paid health care premiums or li-
miting employer tax deductions for
health care expenses--remains on
the table because of the revenue

such a tax would generate.
"The idea of taxing benefits

clearly is not gone," said Claudia
Bradbury, policy associate in the
AFL-CIO's employee benefits de-
partment in Washington.

While President Clinton is delay-
ing his recommendations, there is a
sign that the task force is winding
down its work. The Clintons re-

cently gave a farewell party for
many of the 511 staff members
who served on several dozen work-

ing groups.
Sonne observers say the Clinton

administration erred in selecting so
many representatives from govern-
ment and so many academics to
serve on the task force working
groups.

"It is unfortunate that the task

force was made up of predomin-
ately academics and government
officials. These people maybe bril-
liant, but they are not employers
who have to deal with health plans
every day," pointed out Leslie
Aubin, a health care policy analyst
with The National Federation of

Independent Business in Washing-
ton.

Others, though, were more im-
pressed with task force and work-
ing group members.

"I have the utmost confidence in

them. They are astute and know
the issues," said the AFL-CIO's NIs.
Bradbury. m
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PLAN AHEAD.
It's one thing to plan for risks you can anticipate,

it's quite another to out wit Mother Nature. But com-

panies that assume the worst will happen have a better

chance of minimizing losses to their property and their

bottom line.

The upcoming Property Loss Control Issue of

Business Insurancewill focus on disaster recovery

planning, one way that many companies are protecting

themselves against the unexpected. It will highlight

articles on how to assemble disaster recovery plans

and will examine the crucial elements of such plans,

including rebuilding strategies, minimizing plant

interdependency and computer operations back-up.

We've gathered a group of experts to guide our

readers through the process. Case histories will docu-

ment how companies have used their plans to get

their businesses up and running in the face of dis-

asters that could have put them out of business.

This issue will also include BI's DIRECTORY OF

PROPERTY LOSS CONSULTANTS, the definitive

source for information on companies nationwide that

provide property loss control services.

So plan ahead. Reserve your ad space in this "must-

read, must-keep" issue. You'll be reaching the key

strategists risk managers, financial executives,

directors of operations, and insurance agents and bro-

kers who understand that a little foresight pro-

duces better results than 20/20 hindsight.

PROPERTY LOSS CONTROL

Issue Date: June 7 Closes: May 26th

RESERVE YOUR SPACE, CALL

Business
Insu,¢mce®

Coverage Guaranteed

New York: (212)210-0228 or Fax: (212) 210-0704

Chic080: (312)649-5276 or Fax: (312)280-3189

Los Angeles: (213)651-3710 or Fax: (213)655-8157
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"Where Professionals Insure Their Careers
ELITE RETAINER HARVARD AIMES GROUP POSITION WANTED

EXECUTIVE RECRU#TERS 1*4¥IONMOE BASED EXECUTIVE Executive Search UNDERWRITER
Corporate Risk Management

SEARCH FIRM
National Dental Plan located m BENEFIT MANAGEMENT & FINANCING

Exclusively
Michigan seeks executive level

6 Holcomb St PO Box 16006 If your organization wishes to extend

0 Risk Management 0 Claims Management Specializing in the
West Haven, CT 06516

Underwriter expenenced in areas its efforts/services to BM&F, Inter-

0 Safety & Fire
nationally, contact me for my resume I

0 Benefits & Pensions Insurance Industry (203)933-1976 of mdemnity and managed care
am 48, looking for a new management

Protection 0 Property & Casualty and others Seeks Mature, products Requires histoly Of pro challenge My keywords are
gressive responsibilibes, including Professional, 20 years experience,

Also Ask About Our Temporary Opportunitiesi Experienced, individual
GET RESULTS!

Benefits, Design, RM, Financing,
3-5 years total accountabillty International Networking, Captive,

15 James Street, Main Level, Florham Park, NJ 07932 to join firm Salary commensurate with exper Life and Non-life reinsurance Current

location Europe Box 2793, BusinessCall 201-765-9000 · Fax 201-765-9009 Emphasis more on service than cli tence Send resume to
Insurance, 740 N Rush Street,

I1Ul RICHARD MEYERS ent development side Will con- Personnel, 2000 Town Center, Chicago, IL 60611-2590
sider either property and casualty Ste 2200. Southiteld. MI
business experience, executive re- Advertise in the
cruiting experience, or human re-

48075 E()E

source experience, re recruiting,

internal recruiting for senior prop-
PROFESSIONAL

... erty and casualty executives Please
send resume to the Chairman, at MARKETPLACE HELP WANTED YOUR

 PO Box4901,NY,NY 10185 1

TRANSPORTATION

INSURANCE PRODUCER AD /

... FIELD UNDERWRITER
Chicago land agency seeks producer for

RISCORP Management Services, Inc is o Sarasota based holding long haul trucking accounts both
truckload and LTL Candidate should

company for some of the fastest growing insurance service corn- have at least three years sales experi- SHOULD
1

panies in the southeastern United States ence and good working knowledge of

Benefits We seek an energetic, highly motivated unde,wnter, whose goal long haul trucking and the insurancemarketplace Salary negotiable based
will be to increase development of our existing agency base and es- on experience and book of business BE
tablish new agency relationships while providing underwriting Support available Expenses and bonus plan in-

Planning Ana lyst Qualified individuals will have the following Associate's or Bachelor's cluded Send resume and salary history

degree, minimum 2 years underwnting expenence (workers' comp N Rush St, Chicago IL, 60611-2590
preferred). basic knowledge of loss sensitive rating plans, knowledge

to Box 2792, Business Insurance, 740

HERE
A Fortune 100 Corpordion headquartered In Los Angeles of selection/pncing of workers' comp. proven record w/agency distnbu-
has an immediate stamng requirement for a professional in non systems. highly developed communication. computer literacy Dolly RISK MANAGER

the Corporate Human Resources Depattment Ths posmon travel throughout Flondo For immediate consideration, please respond TO 75,000
Will to Human Resources. PO Box 1598. Sarasota. Ronda. 34230-1598

National business services corporation(Drug-Free Wo,kplace. EOE)
operating in over 40 states has an im- Business Insurance• Evaluate plan funding, plan des,gn, financial' reporls and - mediate opening for a professional Risk 1

benemlegislahon Manager

• Develop benefit plan proposals and implement new/
revised benef# plans AMALGAMATED LIFE INSURANCE COMPANY Based in the Mid-South, the Risk Man-

L ager is responsible for review and anal-
Circulation

 ysis of all insurance programs (includ- 1
• Draft plan documents, plan policies, and service ing appropriate loss hmits, self-insured

contracts GROUP LIFE INSURANCE retentions, retrospective rating plans,
and risk financing features), direct ne-

Breakdown*
Qualified candidates should possess the followng SALES EXECUTIVE

1 gotiations with underwriters/brokers,
analysis of claim trends and direction
of loss prevention programs

Commercial Consumers

• An undergraduate degree and a minimum of 5 years
Position requires minimum of 10 years

Administrative:
of applicable expenence, including a strong working Amalgamated Life Isurance Co, located in Manhattan, offers a unique risk management experience, at least CEO'S Presidents, and
knowledge of employee benefits legislahon opportunity for an experienced Sales Executive to paftlapate in the ongo- bachelor's degree, CPCU or ARM desig- Owners 2,652

• Strong analyhcal abilities 1 ing expansion and sales of our new group life, disability and payroll nation, significant Workers' Compen-
deduction plans sation rating experience, incurred and Vice-Presidents, General

• PC skills paid loss retro experience Successful Managers and Other Adminis-
• Excellent wnllen and verbal communicahon siolls The responsibilities of this position include selling and servicing new and candidate will have good organiza-

existing clients and managing the activities of the division tional and communication skills and be trative Personnel 4,166

We are seeking an enthusiast,c, highly motivated sales professional with highly detail oriented Casualty/health
We offer a compettwe salary and benefits package Please

solid expenence in the sales of group Ide and disability products in the New ferredexperience with service industry pre- Financial:
submit resume including salary history to Box 2794, Business York area Must be knowledgeable with broker markets and willing to go Chief Financial Officers and

Insurance, 740 N Rush Street, Chicago, IL 60611-2590 that extra mile to achieve company goals For prompt confidential consideration, Vice-presidents of Finance
Equal Oppornity E,nplover In addition to an excellent growth opportunity, we offer a high earnings

send your resume with last five year 2,526
salary history to

potential with base salary + commission, plus company paid benefits Secretaries, Treasurers, con-
Send resume in confidence to: J. C. Brill, Director, Human Resources, Recruiter tollers and other Financial

P O Box 45
Personnel 3,735AMALGAMAED LIFE INSURANCE COMPANY Memphis, TN 38101

770 Broadway, New York, NY 10003. Equal Opportunity Employer M/F Risk/Employee Benefits:
Equal Opportunity Employer M/F Vice-presidents, directors,

CLAIMS MANAGER HUMAN RESOURCE & RISK MANAGER
managers, and other related
department personnel of in-

The City of Shaker Heights, Ohio seeks surance, risk, employee belle-
a highly motivated, experienced mdi- fits, personnel, compensation,As the fourth largest public processing function in a large

healthcare system in the country, corpolate environment Recent Becher and Carlson vidual to manage its combined risk
management and human resource func- pension, safety, security, in-
tions The successful candidate will

the North Broward Hospital
dustrial relations, human re-

experience with the claims have a record of accomplishment in the
following areas sources and employee/labor

Districtis comprised offourof R. processing software RIMS relations 15,035
l.auderdale's fnest medical (Resource information PROPERTY ACCOUNT EXECUTIVE-LOS ANGELES & AnANTA

Risk Management
Sub-total 28,114

centers totalling more than 1500 Management Systems, Inc.) is • Insurance administration

beds We are seeking a dynamic required. Strong verbal and Becher + Carlson is expanding its property brokerage • Self-Insurance Reserve Fund
administration Associations 392

professional to manage a start-up written communication skills are operation in Los Ange/es and Atlanta and ts seeking two • Generation of statistical reports Government, unions and Edu-
• Facilitation of safety programs

daims processing unit for our essential. A Bachelofs degree or property account executives with large account experience cational Institutions 1,120

employee medical and dental equivalent experience is required. Becher and Carlson ts a group of companies that provides Human Resource Management
Commercial Consumers

risk management consulting, brokerage, and captive man-
In return for your proven

• Recruitment and hiring

agement services to large corporate accounts nationwide • Civil Service administration Sub-total 29,626
Your expertise will be ublized abilities, an excellent compensa- • Public employee labor negotiations

• Personnel pohcy and procedure
in setting up our new high- tion and benefits package is Qualifications should Include extensive propelty expen- development Insurance Agents and Brokers
volume Medical and Dental offered. Send yourconfidential ence with a major broker marketing and semcing large cor- • Fam:harity with state & federal 8,788

regulations, including COBRA,
Insurance Companies 7,977Claims Department and ensuring resume with salary requirements porate accounts Individuals must have excellent technical Workers Compensation, Unemploy-

ment Compensation, ADA, FLSA Accountants, Actuaries, Attor-the effective processing of over to North Broward Hospital knowledge of commercial property insurance coverages, in-

90,000 employee claims Di*let Depam,ent of cluding manuscnpt policies, DIC and HPR contracts Minimum Education and Experience neys & Consultants 3,572

annually. You will be reporting to Recruilnent, 303 S.E. 17th St.,
Adjusters, Appraisers, TPA's,

Undergraduate degree in an appropri- Captive IVIanagers & Health
the Director of Employee R. Lauderdale, FL 33316. Or These are two excellent opportunities for highly mot,- ate field, with a masters degree highly

vated professionals desiring to work with a progressive and preferred, CPCU and/or ARM profes_ Care Providers 1,849

Benefts and supelvising a staff call 1-800-2224337. An equal sional designations are desirable Some Others Allied to the Field 968
innovative firm that specializes m large corporate accounts familiarity with computer networks,of six. opportunity employer, M/F/IW. word processing, spreadsheet, and da_ Single Copies 46

tabase software lS highly desirable Re-
To quatiN for this key Becher and Carlson offers a competitive salary and ben- TOTAL

quires ten years experience in related 52,785

position, you will need a * North Broward efit package Interested persons should send confidential re- field(s), Including five years service in a
management capacity 1993 Salary

minimum of seven years of ' Hospital District sume to. Pam Brooskin, Becher + Carlson Risk Management, * Source Business/Occupa-range is $37,000 - $48,000
Inc, 21700 Oxnard Street, Suite 1800, Woodland Hills, CA tional breakdown of qualified

progressive responsibility in Fou, Hospnals. 91367
Send cover letter, resume, and recent circulation, November 30,

managing the health daims One Standard of Excellence. salary history to Personnel & Risk Man-
ager, City of Shaker Heights, 3400 Lee 1992 Issue, as submitted to
Road, Shaker Heights. Ohio 44120 BPA for December 1992 BPA
Equal Opportunity Employer Publisher's Statement
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Brokers' results
Continued from page 1
have battered investment income.

For example, Hilb, Rogal & Ham-
ilton Co.'s investment income fell

14.4% in the first quarter of 1993.
Robert H. Hilb, president of the
Glen Allen, Va.-based broker sees
interest rates "continuing to go
down through '93."

In addition to slumping invest-
ment income, Alexander & Alex-
ander Services Inc. also was hurt

by the strength of the dollar against
the pound in the first quarter, said
Frank R. Wieczynski, corporate sec-
retary for the New York-based bro-
ker. First-quarter revenues were
"impacted to the tune of $11.8 mil-
lion" due to exchange rate nuctua-
tions, he said.

Brokers didn't bet on much of

a boost from the contingent com-
missions that insurers pay to bro-
kers in the first quarter based on the
profitability of their books of busi-
ness.

Contingent commissions in the
first quarter had "no impact one
way or the other," Mr. Malis said.

"Many brokers were surprised
(contingent commissions) weren't
down given the underwdting year
underwriters had," he said. How-
ever, most of the losses were centra-
lized weather-related losses, which
may have helped national brokers.

"Commissions reflect the rate en-

vironment" today, Mr. Cloherty
said. Arthur J. Gallagher reported
only single-digit increases in com-
missions, including contingent com-
missions, for the first quarter.

Poe & Associates Inc.'s contingent
commissions were about 10% lower

than last year, said William F. Poe,
chairman of the Tampa, Fla.-based
broker, which merged with Brown
& Brown Inc. late last month to
form Poe & Brown Inc.

However, Acordia Inc.'s contin-
gent commissions increased by
about 40% this year, said Robert
Schneider, senior vp and controller
of the Indianapolis brokerage.

Acor(lia's increase in contingent
commissions came "entirely from
acquisitions," he said. Excluding the
bought companies, contingent com-
missions remained relatively flat for
the first quarter.

Despite all the problems, the
seven largest publicly held brokers
all reported revenue increases in the
first quarter-though A&A's and
HRH's were meager at first glance-
while six of the seven increased

first-quarter profits, with A&A the
lone exception.

Brokers credit much of their

profit increases to tight expense
controls.

Brokers aIr working hard on con-
trolling expenses, Ms. Wilson said.
They've "done an amazing job"
holding on in a bad environment,
she said.

Mr. Malis, though, sees brokers
"running out of gas in expense con-
trols."

Individual first-quarter results for
the publicly held brokers follow:

Marsh & McLennan

First-quarter gross revenues for the
world's largest broker rose 8.5% to
$833.9 million from $768.8 million
in the year-earlier period. Net in-
come soared 76.4% to $107.4 mil-
lion from $60.9 million, though the
comparison is skewed by a $40.1
million aftertax charge in last year's
first quarter to recognize retiree
health care liabilities under Finan-

cial Accounting Standard 106. Ex-
cluding the charge, net income in-
creased only 6%, said J. Michael
Bischoff, vp-corporate development
for the New York-based broker.

The key contributor to M&M's in-
creased revenues was once again
The Putnam Cos., M&M's Boston-

based investment management sub-

sidiary. Investment management
revenues increased 22% to $114.3
million from $93.7 million in 1992.

"The only weak area" for M&M
was its consulting revenues-in-
cluding revenues from benefit con-
sultant William M. Mercer Inc., Mr.

Bischoff said. Consulting revenues
fell 5.7% to $215.3 million from

$228.3 million last year. He attrib-
utes this decline to a drop in de-
mand from clients during the lame-
duck Bush administration and the

new Clinton administration. The

Clinton administration is not yet at
the legislative and regulatory stage
for clients to start needing consult-
ing help, he said.

Revenues from insurance services,
which include brokerage, rose 12.9%
to $504.3 million from $446.8 mil-
lion.

Expenses rose in the first quarter,

jumping 9.7% to $646.7 million from
$589.3 million last year. This in-
crease was "acquisition-fueled," Mr.
Bischoff said, pointing to expenses
linked to the acquisition of Frizzell
Group Ltd. in the United Kingdom
late last year.

Excluding the expenses from the
acquisition, expenses remained nat,
he said.

Alexander & Alexander

Revenue at A&A was essentially
flat for the first three months of

1993, rising 0.5% to $322.8 million
from $321.2 million in the first
quarter of 1992, while net income
declined by 31.7% to $14.2 million
from $20.8 rnillion.

But, Mr. Wieczynski says those
numbers are misleading.

Excluding the effects of the weak-
Continued on next page
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First-quarter 1993 broker results
In thousands

Broker

Marsh & McLennan

Gross % Net %

revenues change income change

$833,900 8.5% $107,400 76.4%

Alexander & Alexander 322,800 0.5 14,200 -31.7

Rollins Hudig Hall 306,500 73.8 57,0001 66.2

Arthur J. Gallagher 66,765 7.4 3,936 23.1

Acordia 55,265 10.4 5,585 4.3

Hilb, Rogal & Hamilton 34,122 0.1 3,260 7.9

Poe & Associates « 13,433 · 4.9 '  1,189 -, . I I.
. t. ....- . I.I-'-..... I
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Brokers' results
Continued from previous page
ening British pound against the dol-
lar and revenues of operations that
were sold in 1992, operating reve-
nues increased 5%, he said. And "a
5% increase in this kind of environ-

ment is quite good."
A&A's operating income in-

creased by more than 34% when
adjusted for foreign exchange fluc-
tuations and sold operations, Mr.
Wieczynski said. This gain reflects
the performance of A&A's specialty
and reinsurance brokerage opera-
tions as well as its human resource

management consulting group.

While net income dropped more
than 30%, it's "not a fair comparison
on a percentage standpoint" to last
year's first quarter, he said, noting
that first-quarter 1992 net income
included a $26.4 million gain on the
sale of two non-core businesses.

While A&A is not budgeting for
any rate increases, it will continue to
"ride herd" curtailing expenses, he
said. Operating expenses fell 2% in
the first quarter to $301.1 million
from $307.3 million in 1992.

Rollins Hudig Hall

Rollins Hudig Hall's revenues
soared 73.8% to $306.5 million from

$176.4 million in the fist quarter of

1992, due to the acquisition of Frank
B. Hall & Co. Inc. Combined, the
former Rollins Burdick Hunter Co.

and Hall reported finst-quarter 1992
revenues of $298.7 million.

Pretax income for RHH's insur-

ance brokerage and consulting ser-
vices also soared in the first quarter,
jumping 66.2% to $57 million trom
$34.3 million in 1992. Parent Aon
Corp. does not break out net income
figures for units like RHH.

However, brokerage earnings
continued to be damaged by the
soft U.S. property/casualty insur-
ance market and lower short-term

interest rates, said Patrick G. Ryan,
Aon's chairman and chief executive

officer.

In the nearly seven months sLnce
acquiring Hall, the integration Fro-
cess has gone very well, Mr. Ryan
said.

In addition to growth in insur-
ance brokerage and consulting ser-
vices, there was "good growth" in
reinsurance services and Aon Risk

Services, he said.

"I'm very optimistic for '93 for
continued growth in the brokerage,"
Mr. Ryan said.

Arthur J. Gallagher

Gallagher's revenues rose 7.4% to
$66.8 million from $62.2 million in

the first quarter of 1992, while net

7 -

TbzIRIDilferenze:OVERVIEW Reduces Property Damage
, Dtiring the 'Storm of the CISry' -IRIHurricane and

Flood Checklists
Prepared Insureds
HARTFORD, CT-Hours be- -fore Storm Josh arrived with . -45,

high winds and heavy snow, IRIrepresentatives telephoned in-
:i'.

sureds and reviewed with them . n -..= * .the hurricane and Hood check- :.-:· f
lists in OVERVIEW, IRI's totalmanagement program for loss ·,
prevention and control."We emphasized OVER-

70- 23
VIEW to all the customers we : . called," said Don Chaplin, Man- -4*ziwi
ager-District Loss Prevention,' >- Richmond, Virginia Offtce. "We , 'f:- f ,t i advised them to follow OVER- %'.: VIEW closely to protect their  ..·  .

, · thanks to OVERVIEW."
Propedies.""Losses were minimized, N     ..

3 4

-Wayne Sabins, IRI
From Louisiana to Maine,The Bhzzard of '93 dumped two

, dnfts up to 10 feet or more. *:412'44. ,

1 Once the storm passed, IRI
1 customers. "We wanted to staff made follow-up calls to to help reduce property loss worldwide.i make sure that insureds

OVERVIEWManuals are avaitable in English, French and Spanish
, cleared off roofs as quickly aspossible," said Bill Brennan,

IRI staff also called insureds were grateful for our concern,"1 District Manager, Pittsburgh with facilities in low-lying ar- said Wayne Sabins, District1 Office. Because ofthe intensity eas, where flooding could oc- Manager, New Jersey Office.of the storm and high wind cur, urging them to review "... and I'd like to think that1 gusts, people could not shovel OVERVIEW's flood checklist. their losses were minimized,
, roofs during the blizzard.

«A lot of insureds we called thanks to OVERVIEW."
..

For more information about the OVERVIEW Manual and Forms Packet,
which includes the hurricane and flood checklists, contact your agent or
broker, the IRI office nearest you or IRI Marketing (800) 243-8308 (in
Connecticut, call Trish Sasso, 520-7412.)

© 1993 Industrial Risk Insurers, Hartford, Connecticut
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can make a difference

income jumped 21.9% to $3.9 mil-
lion from $3.2 million.

Expenses rose 5.6% to $60.5 mil-
lion from $57.3 million.

The soft market continued to hold

down commission revenues for Gal-

lagher. Commissions, including con-
tingent commissions, rose only 3.1%
to $36.8 million from $35.7 million
in the first quarter of 1992. Invest-
ment income dropped 13.8% in 1993
to $2.5 million from $2.9 million in
in the first quarter of 1992.

The increase in revenues can be

attributed to fees. Continued em-

phasis on new business helped gen-
erate a 16.5% increase in fee-based

revenue to $27.5 million from $23.6

million in 1992, Mr. Cloherty said.

Acordia

Revenues for the Indianapolis-
based broker increased 10.6% to

$55.3 million from $50 nillion in the

first quarter of 1992. Net income
rose 5.7% to $5.6 million from $5.3
million.

Acordia adopted FAS 106 in the
first quarter, which resulted in a
$776,000 one-time charge to the
company's earnings. Excluding the
charge, net income increased 19% to
$6.4 million, said Patrick M. Sheri-
dan, executive vp and chief financial
officer.

Expenses also were on the rise
in the first quarter, increasing 9.8% 4
to $44.8 rnillion from $40.8 million
last year. A majority of this jump is
attributable to the two acquisitions
the broker made in the first quarter,
said Mr. Schneider. Excluding the
acquisition-related costs, expenses
only rose 2% in the quarter, he said.

Because Acordia is not planning
any rate hikes this year, it will con-
tinue efforts to curtail expenses, in-
cluding staff reductions and closing
offices and operations that are inef-
ficient, Mr. Sheridan said.

Hilb, Rogal & Hamilton
Gross revenues at HRH were flat,

rising less than 0.1% to $34.12 mil-
lion from $34.1 million in last year's
first quarter. Net income rose 10%
to $3.3 million from $3 million.

Expense controls continued to be
a major factor in the broker's bot-
tom line, Mr. Hilb said. Operating
expenses fell 1.7% to $28.9 million
from $29.4 million.

Investment income was down

10.1% in the first quarter to
$280,310 from $311,912 last year.
Commissions and fees, including
contingent commissions, increased
only 0.9%.

HRH in March completed a sec-
ondary offering of stock, Mr. Hilb
noted. The sale of more than 1.5

million shares raised $22.3 million
"to be used exclusively for mergers
and acquisitions," Mr. Hilb said.

Poe & Brown

Poe & Associates has a new name,

Poe & Brown Inc., reflecting its
April 28 merger with Brown &
Brown Inc. of Daytona Beach, Fla.

Not including the financial results
from Brown & Brown, Poe & Asso-
ciates reported a 4.7% increase in
revenues to $13.4 million from $12.8
million in last year's first quarter.
Net income rose 9.1% to $1.2 million
from $1.1 million.

Expense controls and a focus on
new business development were the
catalysts of the increases, Mr. Poe
said. Although he intends to con-
tinue this plan, 1993 is going to be
"a whole different ball game" due to
the acquisition costs, he said.

In addition to increased expenses,
capacity problems in Florida may
also cause trouble, he said. About
70% of Brown & Brown's business is

conducted in Florida, and "prob-
lems are beginning to rise" there as
insurers limit their property under-
writing, Mr. Poe said. But he noted
that property insurance rates are
rising substantially in Florida. 



Bustness Insurance, May 10, 1993 / 61

Aon to buy entertainment underwriting manager Panel debates benefit issues
CHICAGO-Continuing its effort to build strategic K&K is a wholesaler that other brokers tap for WASHINGTON-The House portion of the Social Security pay-

niches, Aon Corp is planning to acquire K&K Insur- hard-to-place coverage for sports, leisure or enter- Ways and Means Committee this roll tax would be imposed on em-
ance Specialties Inc, a sports/leisure and entertain- tainment companies It acts as an underwntmg man- week is expected to pass legisla- ployees' total wages Currently, the
ment underwinting manager m Fort Wayne, Ind ager for I.mcoln National Specialty Insurance Co m tion, H R 1960, that would reduce tax, paid by both employers and

This is an outstanding strategic fit for Aon," Fort Wayne and as an MGA for Transamenca Insur- pension benefits for highly compen- employees, only is imposed on an
said Chairman and Chief Executive Officer Patnck ance Co m Woodland Ells, Cahf sated employees employee's first $135,000 of salary
G Ryan This acquisition wll expand Aon's enter- Aon does not expect K&K to lose business from The legislation, proposed by Pres- The legislation also would raise to
tamment mche as well as expand the company's spe- brokers that might be skeptical about deahng with ident Clmton and formally Intro- 85% from 50% the percent of Social
cially managing general agency operations, he said K&K once it is a unit of Aon, Mr Ryan said duced by Ways and Means Commit- Security benefits sublect to taxation

Currently, Aon, parent of Rollins Hudig Hall Inc, K&K's premium volume totaled $162 5 milhon in tee Chairman Daniel Rostenkowsla, for individuals who make at least
has MGA subsidiaries in the fields of media, workers 1991 when lt ranked as the 10th4argest U S whole- D-Ill, also would boost payroll $25,000 a year and couples who earn
compensation, entertainment and governmental saler (BI, Aug 17, 1992) taxes, subleet a greater portion of adjusted gross incomes exceeding
agencies, he said K&K has about 45 programs m its product lists Social Secunty benefits to taxation $32,000 annually

K&K, currently a unit of Lincoln National Corp, New products Introduced slnce 1992 melu(ie hability and retroactively extend the tax-fa- Employer-provided educational
wlll maintain its own name and location, while K&K coverages for bungee jumping operations, summer vored status of employer-provided assistance benehts would also be-
officers w]11 report to Michael D O'Halleran, chair- camps, recreational campgrounds, circuses, camivals tuition reimbursement benehts come a permanent, tax-free benefit
man of Aon Risk Services Inc and ice and roller nnks A slew of amendments to the under the measure

measure are expected For example, Section 127 of the Internal Reve-

provisions may be added to simphfy nue Code, which allows employers
Kansas reforms tion reform," Mr Leatherman said Other measures seek to resolve the administration of pension plans to reimburse employees for their

As a result of his case and others disputes early by creatmg an om- and reduce the burdens of a federal educational expenses without belngContinued from page 2 like it, the 139-page blll would hmit budsman and benefit review con- law that imposes a 20% withholding taxed on the reimbursement, would
phenomenal increases-21 7% and an employer's liabillty for pre-exist- ferences The bill also alters the pro- tax on certain pension distributions be made retroactive to June 30,
24%-in workers compensation ing conditions to aggravations cess for changing physicians and As Introduced, the measure would 1992, the date the law was last m
rates" in the past two years, said caused by work It also would limits attorneys' fees according to reduce to $150,000 from $235,840 effect
Terry Leatherman, executive direc- change the formula to reduce per- formulas included m the bill the amount of employee compensa- The legislation also would con-
tor of the Kansas Chamber of Com- manent partial disability awards for Other provisions promote safety lion that could be recognized m set- tlnue a $5,250 ceillng on the man-merce and Industry in Topeka higher-paid workers and caps bene- and foster education of employers ting defined benefit pension for- mum amount of tax-free educa-

Also, "the market for placing a fits for functional impairment at and workers For example, a lomt mulas and making Contnbutions to tional assistance benefits an
new piece of business was almost $50,000 employer-labor committee will be defined contnbubon plans employer could providenon-existent," said Larry Magill, S B 370 also would reject the formed to constantly review workers In addition, the 145% Medicare -By Jerry Geisel
executive vp of the Professional In- compensability of injury claims compensation issues
dependent Insurance Agents of stemming from social or recrea- In addition, the bill would phase AT&T health careff Kansas tional programs and raises the com- out the second inJury fund and

Insurers also face a 20-cent as- pensablhty threshold when a worker allow heterogeneous groups of small Cont:nued from page 1 percentage of AT&T's reim-
sessment from the state's residual illegally uses alcohol or drugs employers to form workers compen- An Empire spokesman denied any bursements to Empire or on the
market for every $1 in voluntary The bill also more narrowly de- sation pools, said Roland Smith, ex- wrongdomg number of claims Empire has pro-
market premium, Mr Taylor said fines "work disability" so a worker's ecutive director of the Wichita Inde- "We never demed AT&T the op- cessed, according to charges m the

Aiding the reform effort were re- ability to find a Job is less important pendent Business Assn portunity to audit our books," the lawsuit
ports that Fletcher Bell, Kansas' for- m determining a permanent partial "The new bill meets the gover- spokesman said "We are confident The plan was supposed to allow
mer insurance commissioner, legally award nor's goal of all parties shanng m the audit wall prove no wrongdoing AT&T to take advantage of BC/BS
received more than $90,000 m per- The bill calls for implementlng a cost cuts," said Wayne Malchel, ex- on Empire's part plan-negotiated discounts for medi-
manent partial disabillty payments previously authorized medical fee ecutive vp of the Kansas AFL-CIO Meanwhile, AT&T's suit charges cal services
after injuring his back lifting a schedule and utillzaton review, ad- Gov Finney vetoed the first bill that the alleged overbllling was part For example, Empire told ATUTbnefcase out of his car trunk ding shoulder Injuries to that fee because she believed that labor of a pattern of fraudulent activity by m 1985 that the telephone company

Mr Bell, now retired, became "the schedule and malang vocational re- would have had to make too many the Blues plans that has also hit would save between 9% and 11% on
poster child for workers compensa- habilitation voluntary concessions 3 other employers, Including K mart hospital costs under contracts with

Corp of Troy, Mich, and Dana Blues plans
Corp, an automotive components Instead, Empire and its affillatesFor the Record manufacturer, m Toledo, Ohio have overcharged AT&T and pock-

A Dana spokesman said litiga- eted all or part of the discounts for
tion between Dana and BC/BS themselves, the lawswt alleges

PRIMA elects new The insurer left thousands of poh- stage," the 7th Clrcult ruled Apnl plans in Michigan and Ohio has Since at least 1984, the BC/BS
officers for 1993-94 cyholders with $57 milhon m un- 29 been settled, but declined to com- plans have filed false reports with

paid claims when it declared bank- ment further Empire overstatlng the amounts ac-
ARLINGTON, Va -The Public ruptcy m 1990, prosecutors charge Information in brief K Mart could not be reached for tually paid for medical expenses,

Risk Management Assn has elected Pleading guilty m US District comment causing Empire to overcharge
new officers for its 1993-1994 board Court m Philadelphia to racketeer- Callfomia employers were unsuc- Separately, the federal Health AT&T, the suit alleges
of directors Ing conspiracy charges were. J Wil- cessful m an attempt to obtain rehef Care Financing Administration The plans also have fraudulently

Elizabeth D Puddington, execu_ ham Van Derveer Jr, Cabot Day from a state law that imposes a 10% warned Empire last month that its failed to report and pass along to
tlve director of the New Hampshre President, Neil E Smith, a former penalty for refusing to pay or un- handlmg of $17 bilhon in Medicare AT&T amounts credited or rebated
School Boards Insurance Trust, lS Cabot Day president, Robert M reasonably delaying payment of claims for doctors' services over the by hospitals when bills are finalized,

Munroe, president of Morgan-Putt- workers comp benefits to an m- last three years has been so poor the suit chargesthe new president
Stephen A Finley, nsk manager mann Insurors Ltd, Cabot Day's Jured worker The state Supreme that the agency may decide to cancel As a result, AT&T has reimbursed

for Lakewood, Colo, is the new Re- parent company, Frank L O'Bryan, Court ruled April 8 that the penalty Empire's contract for processing the to Empire amounts "substantially in
gion n vp a Cabot Day official, and Fred M should be assessed on the total claims excess" of what the telecommunica-

Ken Horner, the director of mem. Dellorfano Jr, an escrow agent for amount of benefits awarded to an The Empire spokesman said pro- tions company actually owed It has
ber services for the Cities and Vil- Cabot Day funds injured worker, not lust on the cesslng problems were caused by a also deposited excessive prepay-
lages Mutual Insurance Co Each faces a maximum of 20 amount of beneflts an employer re- computer system mandated by ments for anticipated claims and
Brookfield, Wis, is the new vp of

ln

years in prison and fines of $250,000 fused to pay The storm system HCFA, and the problems are being has paid inflated administrative fees
Region m or twlce the proceeds of the fraud that included the killer tornadoes corrected to Empire, since those fees were

Eumce Brown, nsk manager for The five men wlll be sentenced se- that ravaged parts of Tulsa, Okla, The AT&T complaint, filed March based in some cases on inflated re-
the Cuyahoga County Board of parately thls month and next Apnl 24-25 caused an estimated $85 19 mUS District Court m Newark, 1mbursements, AT&T alleges m the
Mental Retardation and Develop- nulllon in msured property damage, names Empire, Blue Cross & Blue lawsuit
mental Disabillties in Cleveland, lS reports the Property Claim Services Shield of Arizona, Blue Cross & AT&T has tned to determine the

Cover for experimental division of the Amencan Insurance Blue Shield of Ilhnois Health Care total of these overcharges but wasRegion IV's new vp

care denied on appeal Services Group (BI, May 3) John Service Corp, Blue Cross & Blue blocked by the refusal of the Blues
Seal, actmg director of ACnON, the Shield of Michigan, Blue Cross & Affiliates m Anzona, Illinois, Michi-Five men plead guilty CHICAGO-Mutual of Omaha federal domestic volunteer agency, Blue Shield Mutual of Northern gan, Ohio and Philadelphia to allow

to major health scam Co 's denial of health care cover- was named chief management offi- Ohio, Central Benefits Mutual In- audits, the suit says
age for a therapy to treat advanced cer, a newly created position, at the surance Co of Columbus, Ohio, and The Illinois plan, for example,

PHILADELPHIA-Five men breast cancer was upheld by a fed- Pension Benefit Guaranty Independence Blue Cross of Phil- forced AT&T to negotiate an audit
have pleaded guilty to charges of eral appeals court Corp. . Virginia's workers com- adelphia, Pa and then canceled after the audit
operating a health insurance fraud Judy Hams, 50, sued Mutual of pensation system wall become a According to the sult, Empire has was arranged, the sult says
scheme using the now-defunct Omaha after the insurer denied cov- competitive ratmg system on Jan 1, administered a medical benefits The Anzona, Ilhnois and Michi-
Cabot Day Insurance Co Ltd erage for high-dose chemotherapy 1994. The National Council on plan for AT&Tforseveralyearsona gan Affiliates have since agreed to

Four Cabot Day officers and an and an autologous bone marrow Compensation Insurance will be cost-plus basis Under the plan, audits, according to the AT&T
escrow agent were indicted last year transfusion (BI, Jan 4) able to to file loss costs, and w111 Empire or the other Blues plans pay spokesman
on charges of uslng the insurer and The 7th U S Clrcult Court of Ap- continue to file full assigned risk hospitals directly for covered medi- The suit seeks an unspecified
its marketing vehide, Equity Med- peals m Chicago, which upheld a rates and rating programs, but wul cal services and are reimbursed by amount of actual damages, which
Kare Plan Trust, to sell fraudulent lower court ruling, said the pollcy not be allowed to file expense and AT&T could be trebled under the federal
health insurance to employer groups language clearly stated that the plan profit Information Former m- Reimbursements are paid from a Racketeer Influenced and Corrupt
m 14 states and to divert milhons of would not provide coverage for vestors and 12 managers of Sim- fund AT&T established to prepay Organizations law
dollars in premiums for their own treatment or procedures considered mons Co. of Atlanta will pay at anticipated claims and expenses Along with the RICO allegations,benefit experimental. least $14.5 million to settle an The amount m the fund has been the suit charges Empire and the

Equity Med-Kare and Cabot Day As a result, Mutual of Omaha had ERISA lawsuit alleging that the revised penodically based on Em- other defendants with violations of
-domiclled m the Bntish Virgin Is- the nght to deny coverage because mattress manufacturer caused, or pire's reports of paid claims and es- the Employee Retirement Income
lands but operated from Denver- the "efficaciousness" of HDCT/ allowed, the 1989 sale of common timates of expected claims, the suit and Secunty Act of 1974, breach of
took m $5 7 milhon m premiums but ABMT to treat breast cancer "has stock to an employee stock owner- says contract, fraud and fraudulent m-
paid out only $894,940 in claims not been established and that it stlll ship plan at a pnce higher than fair Empire has received administra- ducement, and breach of fiduciary
from 1988 to 1990, prosecutors say is m the expenmental/Investigative market value tlve fees based at various times on a duty
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Business plan past liabilities, members of still- Policyholders have been in- Update-
open syndicates could face cash creasingly concerned about the

Continued from page 1 calls to boost reserves before old security of Lloyd's as losses have
tracted to joining on a limited 11- accounts are closed mounted in recent years, he said Arizona enacts tort reforms
ability basis, he said This spells "Lloyd's has a continuing The more open attitude that
the eventual demise of members moral duty to help distressed the business plan indicates and Cont:nued from page 2

homeowners, health and other msurers so that medical payments inagencies, he predicted names," said Trevor Bradley, the market's willingness to ad-
Chris Hitchings, an insurance managing director of under- dress problems could help im- personal injury cases are paid from only one source

analyst at London stockbroker writing agency Knightstone prove its image in the United
The new law also further modiftes the collateral source rule An-

Phillips & Drew, said he expects Group "The plan fails to indi- States, Mr Levin said zona mnce 1976 has perrnitted disclosure of payments from other

Lloyd's to be successful in at- cate how they can be given ma- The business plan already has sources m medical malpractice cases, such disclosure now wlll be

tracting corporate names in Eu- terial help or how a settlement of boosted the confidence of some permitted m all personal injury cases.

rope and the United States "In- litigation may be achieved Fur- U S members, said John Hayter, Among other provisions, the new law, which will begin to take

surance in the next five years ther work will be needed Lloyd's a consultant with members agent effect m July, also· Limits defendants' hability if plaintiffs in personal

will be considerably more profit- must show that this plan does Cox Tudsbery & Wills Ltd, who injury cases are found to be more than 50% at fault, establishes a
12-year statute of hmitations m personal inlury cases and a one-yearable than in the past five years," not mean that distressed names is currently in New York briefing
limit on suits filed agamst governmental entities, requires gross orhe observed are being abandoned " U S members on the plan

However, corporate members Mr Bradley added, though, In fact, Mr Hayter said, one mtentional neghgence to be shown before damages can be recovered
will not be allowed the same lev- that all sections of the market U S. member who has suffered by a person injured in the course of committing a felony or m fleeing

from a crime scene, and limits hability for volunteers.erage as individual members should support the plan moderate losses over the past
The Anzona Constitution prohibits limitmg damage payments mwhose liabilities remain unlim- The business plan does nothing two years has decided to double

ited Corporate members will for existing members, com- his premium income for 1994 personal injury cases, said a spokesman for the Amencan Insurance
Assn

have to deposit funds at Lloyd's plained George Nordhaus, re- after reading the business plan
equal to at least 50% of their gional director for the Assn of Members facing losses now see
overall premium income limits Lloyd's Members in Southern the opportunity to trade their Worker wins fear of AIDS suit
That compares with between California, Arizona and Nevada way out of the losses, according

UNIONDALE, N.Y.-For the first tlme, a federal court has held an20% and 25% of premium income "It totally ignores the problems to Mr Hayter
limits for individuals, depending of the past " "We applaud their efforts and employer hable for a worker's fear that he contracted the AIDS vlrus

on their wealth Litigation by members over the business plan It's a plan that In the first fear of AIDS suit brought under the Federal Employers'
Liability Act, a jury last week found the Long Island RallroadThe business plan calls for a does not seenn to have alot of

30% cut in Lloyd's costs over the rhetoric-it looks like a real ac- partially liable for faihng to provide safe working conditions
John Marchica sued last year, claiming unsafe worlang conditionsnext two years About 2,500 10bs 1

The business plan tion plan to get things done,"
caused the welder to pnck his finger on a used hypodermic needle

will be cut and managing agents' said Marcus Payne, executive vp
fees will be restricted to a man- has boosted the and chief operating officer of in 1989 and fear that he had contracted HIV (BI, March 1) 1
mum of 0 5% of capacity in 1994 Dallas-based wholesale broker Last week, the 10-person jury said Mr Marchica's fear of AIDS was

confidence of some justihed and the railroad failed to provide him with a safe workmteand 0 4% in 1995 Crump Insurance Services Inc , a
Charles Sturge, director of U.S. members, says Jurors, though, held Mr Marchica 55% hable, stating that he shouldunit of Sedgwick Group PLC

syndicate analyst Chatset Ltd, "What they're proposing is not have placed his hands m a httered area that contamed the needle,
John Hayter. regardless of his work asmgnment That finding mduced a $260,000 $

applauded Lloyd's cost-cutting probably as much as they could
damage award to $126,000efforts, but he said the market do, but whether or not they suc-

must make more dramatic cuts ceed in attracting corporate in- The railroad said it will appeal the ruling

before it is competitive with huge losses on London market vestments remains to be seen,"
other insurers and reinsurers excess-of-loss syndicates could said Ralph Palmieri, president of Florida windstorm cat pool

"Lloyd's must get expenses still bring down Lloyd's, Mr First State Management Group
TALLAHASSEE, Fla -Florida Insurance Commissioner Tom Gal-down to about 30% of premium Nordhaus contends Inc in Boston

lagher is expected this week to announce details of a wmdstormincome from the current 42% to The business plan is an at- Joseph Walsh, chairman of
be competitive with U S rein- tempt to build a new Lloyd's, but American Empire Surplus Lines catastrophe msurance or reinsurance pool aimed at alleviating a ca-

surance companies, " Mr. Sturge it does not dispose of the mar- Insurance Co in Cincinnati, said, pacity shortage m the state
.said "All this nibbling away at ket's current problems, agreed I'm very suspicious of the En- Details were not available last week, though a Florida Insurance

agents' and syndicates' expenses Richard Rosenblatt, a Lloyd's glish ability to carry through Department spokeswoman confirmed that the commismoner unll dis-

will produce a savings of be- member who lives in San Diego. with something with a lot of cuss a statewide wmdstorm facility.

tween 1% and 2%," he said "I've not found anything in teeth in itt " He added, "I'm The commissioner hmted dunng a speech m Bermuda last month 1

Mr Sturge also suggested that there that will address the basic quietly cheering for them I'd that he would unveil plans to help property owners fmd coverage as

Lloyd's place a levy on all premi- problem of Lloyd's," he said like to see them make thing insurers cut back their underwnting in the state

ums that will be paid into the And, the problem of members work "
Central Fund This levy could be litigation will grow if it is left "If they can exercise some con- St. Paul reinsurance shift
absorbed by the underwriting unchecked as losses for 1990 and trol over those syndicates and

ST PAUL, Minn.-The St Paul Cos plans to shift a higher per-syndicates or, better yet, could 1991 are announced "By then the names in those syndicates
be paid by the brokers, he said there will be more than 10,000 that tend to be more frivolous," centage of its relnsurance underwnting toward casualty business, says

"The cost to the market of bro- distressed names," he predicted then the plan could work, Mr Douglas W Leatherdale, chairman and chief executive officer
Histoncally, property coverage compnsed more than 60% of Stkers is somewhere between 15% However, many participants in Walsh said, adding that he wants

and 20%," he said "Lloyd's has the market agreed with Lloyd's to see the mechanics of how the Paul's reinsurance products, said Mr I,eatherdale at the company's
annual meeting last week In addition to a shift to more casualtyto find a way to make the bro- officials' contention that the market will oversee syndicates

4, bumness, the company is also moving away from pro rata businesskers contribute to the Central business plan was not the place That's the area where they've
Fund " to address the problems of loss- done such a lousy Job in the

and toward excess-of-loss business, he said

Lloyd's proposal to establish a plagued members past," he contends St. Paul's remsurance operations reported a 187.1% combined ratio

new runoff company, called Members should not have ex- Mr Walsh also predicts the for 1992 (BI, March 29). St. Paul posted a $156 milhon net loss for
1992 (BI, March 22)"NewCo," to handle the prob- pected the business plan to have 1991,1992 and 1993 under-

lems of open years prior to 1986 disposed of their outstanding writing years ''will be
must be approved by Britain's losses, said Nigel Rogers, manag- tough I don't see any reason Briefly noted
Department of Trade and Indus- ing director of Octavian (Under- for them to be so positive about
try Lloyd's officials said they writing) Ltd, a managing and their future profitability "

Faced with a shortfall m funds, the Louisiana Insurance Guar-

are confident their plans will be members agency Views were also mixed on the anty Fund lS now pro-rating payments on its 30,000 or so claims

accepted by the DTI "I don't think that the business plan's goal of attracting capacity agamst failed msurers State officials have repeatedly denied requests

Th e DTI said lt would act plan can do a huge amount for of 10 billion to 12 billion pounds to sell bonds, accusmg the fund of padding legal fees and cron-

"quickly and constructively" to names facing large losses be- ($15 66 billion to $18 79 billion) . Ralph Nader and J Robert Hunter called for a national

review the aspects of the Lloyd's cause it cannot manufacture by 1997. consumer boycott of American International Group Inc. and State

plan that require government ap- money and nobody lS going to "It'11 probably have to come Farm Group, accumng the two of "attempting to create a national

proval just give us 2 billion pounds from the European Community I insurance crisis" by restricting their underwnting m hurricane-prone
areas .Barges, tugs and supply boats that purchase pollution habil-"The DTI recognizes that ($3 13 billion)," hesaid don't think they'll get that kind

Lloyd's has before it the prospect Reactiontotheplan from US of support from the United ity Insurance from the Water Quality Insurance Syndicate Mll
face rate hikes that vary by account beginning with June 1 renewalsof a significant return to profit- observers was mixed States," said Mr Walsh

ability," the spokeswoman said "The business plan makes Mr Palmieri agreed "It would The syndicate says the cost of pollution cleanups has signitcantly

Some members were critical of steps in the right direction, but depend on where they're sue- mcreased under the Oil Pollution Act of 1990 (BI, Aug. 27, 1990; Aug.
6, 1990). . . .Florida regulators have filed criminal charges againstthe plan's absence of proposals the crucial question is how cessful in attracting it " If the

for alleviating devastating losses names and policyholders will source is just the United King- four officials of Dominica-based Provident Capital Indemnity Ltd.

from prior years react to it," said Alan M. Levin, a dom or Just the United States, for selling insurance without a hcense. Pmvident's assets allegedly

While NewCo and the existing director of insurance rating ser- "it's probably ambitious " included $75 million in bogus certificates of deposit from a non-exts-

CentreWrite Ltd will reinsure vice at Standard & Poor's Corp tent Hong Kong bank (BI, Nov 2, 1992) Georgia Flint is leavmg

existing liabilities to protect fu- in New York, which analyzes Associate Ed:tor Deborah Sha- her post as Texas insurance commissioner by Sept. 1, and Kay

ture members from assuming Lloyd's syndicates. towitz contributed to th:s report Doughty is remgning as Massachusetts' top Insurance regulator, by
July 1 . The Callfornia Assembly has approved legislation that

New Chubb subsidiary would force Blue Cross of California to dedicate some $2.5 billion m
assets to charitable purposes. The bill was tnggered by Blue Cross'

Continued from page 2 executive "These are companies running, he said, Chubb might creation last year of a for-proht holdmg company called Wellpolnt
grams" for commercial buyers, that want to establish funds for a consider coordinating its global into which it transferred all of its income-generatlng assets All-
rather than insurance com- rainy day, but at the same time reinsurance programs in Ber- state Corp. has raised its ma=num stock price to $27 from $26 for
panies, he said want to obtain coverage, too " muda and actually setting up an its Initial public offering expected next month. The Equitable

"We're thinking of this Ber- Mr Stites said the subsidiary office there Cos. Inc. has completed an $800.5 milhon private placement of con-
muda facility in terms of existing should have no trouble meeting He described the $20 million vertble preferred stock Intended to add capital to its life Insurance
insureis with coverage prob- Financial Accounting Standards capitalization as "a good starting operations ...Bruce Maines, chairman and retired chief executive
lems, say in the areas of profes- Board risk transfer requirements point" and said financial officer of SAFECO Corp., died May 3 at age 66 Roger H Elgstl,
mortal liability or products lia- (BI, Jan 11) strength would be a hallmark of premdent and CEO, will become chairman.
bility," said the Chubb Once the subsidiary is up and the new company. lai



Catastrophe response
r-

"We desperately wanted to be able to help pacity to handle the large numbers- of m-
every policyholder immediately But there was dividuals in need, said Richard Andrews, ! / Lnsurance index 

Continued from page 2 no solutton to that dilemma that did not re- director of the Governor's Office of Emer- 1 ', 990
damaged by Andrew had been rebuilt quire (some of our stam to try to do things gency Services m Sacramento, Callf

Of the $14 bilhon to $16 bilhon paid m that they had never done before," said Mr Federal funding is needed after malor dll-
claims, apparently httle has gone toward re- Plesko sasters because reinsurance capacity 15 msuf-
building Repairs and claims from catastrophe like hcient, said Mr Crukshank of Service Insur- ' 970

"What this is golng to do when the tem- Andrew and the October 1991 fires m Oak- ance Co
peratures Ilse this summer is gomg to be a land, Cahf, take many months to complete This is especially important because of pre-

major problem for the mdustry," Mr Crulk- "It's awfully unfair" to keep staff away from dictions that the nation is facmg "a regime of 950
shank warned last week dunng a panel dis- home for that amount of time, Mr Plesko extremes," with humcane winds m excess of
cussion at the Alhance of American Insurers' said 200 mph likely this decade, noted Stephen J
annual meeting "So there are problems m trying to do a Parts, managing partner of the law firm Mor-

"We can't overlook that We've done a great perfect }ob for our pollcyholders," he said nson, Mahoney & Rhller in Boston
Job up to tins pomt in time, but I'm a httle However, he added, it st11 may be possible A humcane of that exceptional magmtude
fearful as to what's gomg to happen next as to find processes and techniques for more could amve soon, warned Mr Pans, who mo-
the frustration level starts to build" effective use of staff, he added derated the panel

Hurricane Andrew revealed other problems Another problem is that msurer advertis- If it does, msurers are m big trouble be- i

inherent in msurer responses to catastrophes mg glves consumers "an image m their minds cause of higher retentions in their catastro- 47 *' 4 % er ip ip i i
For example, catastrophes that call for the of instant help," said Ken McEldowney, ex- phe remsurance programs, said Myron Picoult,

immediate on-the-scene presence of large ecutive director of Consumer Action m San managing director at Oppenheimer & Co Inc Base = 100 on Dec 29,1978

numbers of "competent people" pose a sig- Francisco "And, m fact, it isn't so mstant " m New York ®une *Al-y Int•Rj®6@ liZ
--

nificant problem, pomted out Michael A Insurers and government agencies should "We Wlll clearly have more and bigger m-
Plesko, vp at Prudential Property & Casualty study previous catastrophes and "come up solvencies" if a "rnonster storm" hits m the Insurance industry stocks continued to rise last
Insurance Co m Holmdel, N J with some sort of plan to deal in a more near future, he asserted week, as the Business /nsurance Index climbed

In a typical year, he said, about 900 Pru- coordinated fashion with the next one," he One malor msurer revealed that, based on 7.2 points to 982.3 May 7 from 975.1 on April
dential pohcyholders rmght sustain enough suggested the remsurance coverage it put m place on 30. Advancing issues for the week were led by

damage to their homes to make them unhv- Yet government agencies face the same Jan 1, another major storm would cause dou-
American Indemnity/Financial, up 12.8%; Safe-

able Humcane Andrew damaged 9,000 homes problems as insurers m large catastrophes ble the company's net losses from Humcane
guard Health Entertainment, up 12.1%; and

in one day, overwhelming the msurer's staff "(They lack) the personnel and systems ca- Andrew, Mr Picoult said
Baldwin & Lyons Inc., up 9.0%. Declining issues
for the week followed Chandler Insurance,
down 9.1%; NAC Re Corp., down 8.5%; and Se-

Texas doctors lect,ve Insurance Group, down 7.2%. The most
active issue was U.S. Healthcare, 11.7 million

Continued from page 2 ner," he said "This is a normal managed care mentation, improper denials of payment, lost shares traded. The Bl Index was up 0.7%; the
gangrene review process We do it, and all our compet- tune due to needless paperwork and other NYSE Composite was up 0.5%; the Standard &

On a precertification request for the breast itors all over the country do it " red-tape factors Poor's 500 was up 0.5%; and the Dow Jones 30
reduction, Travelers asked the physician for But the state medical SOClety lS asking The average complaint involved four lost Industrials rose 0.3%.
-but never received-further information the Insurance Department to investigate staff hours, with 11/2 hours of that attnbuted ,- ---- -

about the necessity of the procedure, said a whether the HMO denied the claims by im- to the physician's time, said Mr Goodman British Issues
Travelers spokesman The procedure was properly changing the criteria for acceptable The medical society is not singling out -.-- --.-
never performed, he added claims 1 WeekTravelers, as doctors have made complaints

May 6 P,loe P/E Div Yield High-Low ,
However, Lou Goodman, director-medical The Insurance Department wlll determine about other plans, Mr Goodman stressed

economics for the Texas Medical Assn, con- whether Travelers followed the claims review But in this case, the medical society received
1 Companies pence pence % 1

tends the doctor satisfied standard informa- critena that it has filed with the department a series of letters from doctors who felt the
Comml Union 568 N/M 325 57 591-568 1

1 Gmt Accident 555 N/M 35 7 64 567-555 i

tion requirements, but the HMO continued to The department's review is expected to take Travelers plan was not giving thelr claims  Gdn RoyaIExch 180 MM 93 52 186-178
demand more about six weeks, a spokesman said the proper attention ' Royal 305 14/M 67 22 318-305

Likewise, the physician who performed the The medical society is serious about track- In fact, some Texas doctors feel it's nsky Sun Alliance 319 N*/1 190 60 330-319 ,
tonsillectomy did not obtain the required ing complaints by doctors agamst managed to be too adversarial with managed care Brokers

preapproval, the Travelers spokesman said care networks networks Bradstock 125 146 68 54 126-125

CEHeath 319 18 4 21 3* 6 7 319-314And, Travelers has paid the claim for the The medical society iS now compihng the Doctors are reluctant to complain directly

diabetic patient, who had requested to be results of its "hassle-factor" survey, and will to managed care plans for fear of being
Hogg Group 192 169 109 57 192-191 '

,,
190 188 100 53 191-190

transferred to another hospital by ambulance share the results with managed care plans dropped from the network and shunned by . Uoydnlompson 280 22 6 75 27 286-279
as an emergency case for an amputation and with advocacy groups, said Mr Good- other networks, said Mr Goodman And,
Travelers had determined the surgery was man managed care plans serving self-insured em-

Lowndes Lmbit 348 139 168 48 349-348

PWS Holdings 59 87 53 90 59-49

not an emergency and the change of hospital Since 1990, the medical society has col- ployers are covered under ERISA, thereby ' Sedgwick Grp 165 199 80 48 172-165 1
was not necessary, the spokesman explained lected more than 2,000 complamt forms from allowing the plans to bypass state laws re- , SketerrIJones 205 120 177 86 217-205 1

I i Wims Corroon 183 171 88 48 186-182 0 1
"These were claims that were disputed doctors who report what they say are ex- quinng due process when cancelhng a doc-

and have been addressed m a timely man- cessive requests for Information and docu- tor's contract m l UED'*_01@iL*9'C--I *Eswinaled J

-- -- Ii.-I-

B Industry Stock Report
1

1
MAY 3,1993 THROUGH MAY 7,1993
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' F MI(Vek 1
Weekly Year to Date Annual Mkt/Bk Weekly Year to Date Annual

1 BROKERS Price % change % change High Low Vol (000) $ Div % Yield PE Book value value Price % change % change High Low Vol (000) $ Div % Yield P/E Book value value
j 1

Acoidia Inc NYS 21 00 060 2.33 2475 1513 50 036 1 71 13 7.01 300 Ma%Corp OTC 3400 4.21 880 3650 2300 32 000 000 7 1544 220 I

 Alexander & Alexander NYS 2650 242 000 2888 1950 139 100 377 23 1000 265 Mutual Risk Mgmt Ltd NYS 41 75 570 309 4600 2575 138 028 067 24 7.51 556  1
| Gallagher Arthur J & Co NYS 34.00 149 20.35 35 63 21 00 139 072 2.12 22 635 5 35 NAC Re Corp OTC 3625 852 1049 44.75 2175 850 016 044 51 1360 267 ,

1 Hilb Rogal & Hamilton NYS 1500 323 -400 1688 1100 45 044 293 21 311 482 National Re Corp NYS 3825 316 2911 3963 1763 52 0.12 0 31 14 N/A N/A . 1

Maish & Mclennan NYS 9088 1.54 -055 9763 7350 605 268 295 21 1440 6 31 Navigators Group OTC 3500 6.87 769 37.00 28.50 47 000 000 27 1569 223

Poe & Associates OTC 20.13 000 2015 21 25 11 25 0 040 199 77 264 762 Nobel Insurance LTD OTC 725 840 2340 825 4.25 71 000 000 3 391 185 I

BROKERS AVERAGE 05 56 22 25 NWNL Companies NYS 5600 508 1007 6488 3450 162 160 286 14 46 21 1 21

OhioCasually Corp OTC 64.13 2.19 158 6875 4975 100 284 4.43 12 4308 1 49 |
CONGLOMERATES & HOLDING COMPANIES Old Republic intl NYS 2300 265 7 54 2738 1950 632 040 1.74 7 18 63 123 2 

Berkley WRCorp OTC 4288 029 -029 5050 31.50 496 040 093 17 2351 1 82 Orion Cap,tal Corp NYS 42.75 058 2085 4638 2459 156 080 187 9 2862 149

Phoenix RE Corp OTC 3188 451 10238 3188 900 1070 020 063 49 1332 239 ' Berkshire Hathaway Inc NYS 133000 5.14 1319 133000 887500 1 000 000 36 6437 25 207

iTT (Hantord Group) NYS 8288 107 1510 8425 6250 1756 1 96 2 37 36 6823 1 21
Provident Life NYS 2900 443 175 31 50 20 75 81 104 359 11 3038 095

11
Sears (Allstate) NYS 5338 1 91 1731 5575 3775 3733 1.60 300 9 40.18 Re Capital Corp ASE 1538 250 682 1663 1225 18 0 28 1.82 31 1688 091

133

CONGLOMERATES Reliance Group Holdings NYS 700 566 14 29 850 425 1006 032 457 3 294 238 |
AVERAGE 20 113 16 2

ALI Corp NYS 25.75 198 404 2863 1825 39 052 202 12 1792 144

INSURERS/REINSURERS St Paul Companies NYS 8188 299 633 8325 67.88 333 280 342 13 5979 137

SAFECO Corp OTC 57.13 130 066 6675 4775 1919 164 287 13 3537 1.62

ACE ltd NYS 31 00 830 31 00 27 50 1243 000 000 17 3406 0 91
SCOR U S Corp NYS 1875 066 714 2075 13.13 15 032 1.71 78 1439 130

AEGON N V NYS 45.88 1.66 1021 4938 3300 154 294 641 9 3406 135
Se,bels Bruce Group OTC 094 000 4997 6.13 038 54 000 000 0 622 015

Aetna Ute & Casualty NYS 5288 000 1371 53.75 38 00 1145 276 522 115 6708 079
Selective Ins Group OTC 2250 7.22 227 25 75 1838 423 1.12 4.98 11 20.22 111

Allied Group Inc OTC 38.75 000 2205 4550 1875 294 072 1 86 9 1129 343
Statesman Group Inc OTC 1325 192 1042 1650 500 408 020 1 51 7 671 197

Allmer,ca Prop & Casually NYS 55.25 045 941 6038 34 75 197 044 080 5 4044 137
Tok,0 Mime & Fire OTC 62.13 100 2943 6350 3675 5 0.00 000 7093 088

American General NYS 2788 630 51.10 3325 2263 1714 108 387 11 3989 070
Torchmark Corp NYS 5588 229 1.54 64.75 37 75 396 104 1.86 l 5 1487 376

Ame„can Heritage Life Ins NYS 3725 643 23.14 3725 2713 5 068 1.83 17 1651 226
Transamenca NYS 4788 304 426 5613 4000 612 200 418 11 3586 134

American Indemnity/Fin I OTC 11 00 1282 8333 11.00 4.75 22 008 073 6 1443 076
Transallantic Holdings NYS 5113 302 891 5675 2938 153 028 055 17 2185 234

American Intemational NYS 12950 227 11.64 13188 83.75 2635 056 043 16 54 21 239
Travelers Corp NYS 2763 045 138 3075 1713 814 160 579 -4 4385 063

American RE Corp NYS 37.75 195 203 41 75 34 25 459 000 000 38 N/A N/A
Tierlwlck Group Inc OTC 4700 053 1534 4975 2575 38 080 1 70 17 2387 197

Aort Corp NYS 5450 634 093 5675 41.25 245 1.80 330 18 2717 2.01
United Fire & Casualty OTC 3750 000 964 4300 3500 7 100 267 107 28.47 132

Argonaut Group OTC 3375 150 1066 3525 2550 48 1 00 296 10 2170 1.56

AVEMCO Corp NYS
Unit,in OTC 4500 345 526 4675 3275 168 120 267 14 3651 1.23

2050 353 1230 2800 2050 20 040 1.95 24 733 280
UNUM Corp NYS 5388 1.82 1.65 5838 3688 412 080 148 14 21 83 247

Baldwin & Lyons Inc OTC 3650 896 000 3650 2750 1 048 132 9 3085 118
US Facilities Corp OTC 1050 000 500 1350 650 157 000 000 13 964 109

Chandler Insurance OTC 375 909 21 05 763 350 0 000 000 16 863 043
USF&G Corp NYS 1700 000 3737 1963 988 1023 0.20 1.18 71 1029 1.65

Chubb Corp NYS 9100 182 239 9638 6463 703 172 189 13 4067 224
USLICO Corp NYS 1788 438 069 2000 1500 111 024 134 6 2980 060

CIGNA Corp NYS 6038 482 299 6800 47.13 447 304 504 11 81 73 074
USLIFE Corp NYS 37.75 067 4.14 4263 2925 280 1.20 318 12 6490 058

CNA Financial Corp NYS 9613 -013 1 91 10288 8150 76 000 000 13 8024 120

Continental Corp NYS
Washington National NYS 2525 000 978 2800 1850 23 1.08 428 14 3027 083

2875 502 698 3475 2000 869 1 00 3 48 13 3832 0.75
Zenith Natenal Ins NYS 2588 1.90 31.01 2925 1638 89 100 386 24 1481 175

EXEL Ltd NYS 5188 272 979 51 88 3238 554 100 193 10 NIA WA

Fund Amencan Corp NYS
INSURERS/REINSUAERS AVERAGE 07 74 24 207

8450 305 1736 8450 6450 51 0 00 0 CIO 14 81.65 103

Fremont General Corp OTC 41 38 000 1993 41.50 41 38 0 000 000 2562 1 61 HEALTH MAINTENANCE ORGANIZATIONS
Frontier Insurance Group NYS 4500 483 3.45 4900 3025 32 060 1 33 15 1397 322

FHP International OTC 2300 707 1500 2900 1450 3253 000 000 21 961 239 i
Gainsco Inc ASE 15.13 163 708 1856 8.16 172 004 026 18 265 571

General RE Corp NYS 11638 076 054 13050 7925 785 188 1.62 17 4607 253 Pacilicare Health Sys OTC 3838 372 2475 5750 2550 816 000 0 00 19 390 984 |

Guaranty National Corp NYS 2150 299 886 2400 1438 50 000 0 00 12 912 236 Safeguard Health Enter OTC 925 1212 513 1250 700 29 000 000 11 403 230

Harleysville Gioup OTC 29.13 043 310 32 75 1800 78 064 220 18 1677 174
Sierra Health Services ASE 1550 8.77 2832 21 69 806 171 000 000 13 2.01 7.71

TakeCaie Inc OTC 3888 189 1264 5025 2575 983 000 000 15 201 1934
Hantord Steam Boiler NYS 55 88 0.22 -3.25 59 88 5138 78 212 379 20 1974 283

HCC Insurance Holdings OTC 21 00 233 370 2350 1225 95 000 000 22 N/A United Healthcare Corp NYS 5425 0.46 462 6800 3625 3174 0 03 0 06 33 468 11.59
N/A

Unted Medical Corp ASE 938 132 4706 9.75 613 4 020 213 17 1030 091
Kemper Corp NYS 3650 -426 23 21 4300 20.75 1825 092 252 10 3766 097

Lawrence Insurance Group ASE 600
U S Healthcare OTC 4575 1 61 252 59.75 29 34 11656 052 1.14 23 360 1271

588 3043 1025 550 3 012 200 100 466 129
HMOs AVERAGE 16 14 04 19

Liberty Corp NYS 3325 350 1770 3388 2500 44 056 1.68 14 1843 180
ALL COMPANIES AVERAGE 12 57 21 19

Lincoln National MYS 7938 -094 855 8363 5488 423 304 383 10 5892 135

f Aldatir NG# Intema*Gl Inc.



It's a risky
world ...

but Duncanson & Holt has it covered.

We create innovative reinsurance products to cover the challenges
of an ever-changing world. As North America's largest accident
and health reinsurer, we offer a wide range of treaty and facultative
products including:

Special Risk/Personal Accident

Occupational Accident

Excess Portfolio Medical

Specific & Aggregate Stop Loss

Long Term Disability

Long Term Care

We're known for financial strength and sound management, with
over $400 million in annualized premiumand a per occurrence
capacity of $100 million.

In a world of risk, Duncanson & Holt is the reinsurance partner
you can trust.

db
Duncanson & Holt Group

Atlanta, Chicago, Dallas, Hartford, London, New York, Philadelphia,
Portland (Me), San Francisco, Seattle, Singapore, Toronto


