
Wrap-up plan poses Olympic feat
By ELLIS SIMON

LAKE PLACID, N.Y.-Thelocal
organizers here of the 1980 Winter
Olympics are attempting an Olym-
pic feat: Remarketing a wrap-up
insurance program on $70 mil-
lion in construction projects in
progress.

The remarketing is on the recom-
mendation ofa consultantwho had

been brought in to review the ade-
quacy of the coverage and pre-
mium price. He was hired after fed-
eral o fficials and competing agents
and brokers in . the area had ob-

jected to the insurance being
placed through a broker related to
a member of the Lake Placid

Olympic Organizing Committee.
The insurance on the construe-

tion project o ffacilities for the 1980
games generatesannual premiums
of between $800,000 and $900,000 a
year.

"Changing insurers on a wrap-
up program is like changing
coaches between halves of a foot-

ball game," observed Richard
Grennan, risk manager for Ne-
braska Public Power District. Mr.

Grennan has put together wrap-up
programs for his company's huge
power generating projects (BI, Jan.
23, 1978).

The ideal situation is to stay with
the existing workers compensa-

tion and liability insurer because
an insured is locked in on his loss

conversion factors, Mr. Grennan

explained. A wrap-up must be put
together with the understanding
that the insured and insurer are in

it together as partners, he said.
Lake Placid's attempt to re-

market its wrap-up coverage and
obtain liability coverage for the
games could be marred by charges

raised by some federal engineers
that structural deficiencies exist in

some of the facilities under con-

struction and that workers are

careless at the construction sites.

Placid Management Co. placed
the original program over two
years ago with Aetna Life & Casu-
alty Co. Robert Damp, principal of
the agency, is a nephew of organiz-
ing committee member Jack
Wilkins, who also owns his own
real estate and insurance agency in
this Adirondack Mountain village
of 3,000.

Officers and directors of the

mammoth project receiving fed-
eral funds and their immediate

Continued on page 74
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Hospital fees to rise •
if HEW cuts funds insurance

By SUSAN ALT

CHICAGO--Corporate employ-
ers and third-party payers may be
hit in the next year with enormous
additional benefit costs as a result

of a newly proposed government
rule prohibiting hospitals from re-
couping any risk management or
insurance costs from Medicare and

Medicaid patients other than those
directly attributed to their care.

"To the extent that Medicare

pays less of our costs, somebody
else is going to have to pay more.
And that somebody is going to be
employers who pay hospital bills
for their employes," either under
self-insured programs or through
group health insurance carriers,
said R. Paul Venzke, director ofin-
surance and risk management for

the Sisters of Mercy Health Corp.
in Farmington Hills, Mich., which
operates 20 hospitals with 5,500
beds in the Midwest.

The proposed regulation on re-
imbursement of hospital costs was
circulated by the Department of
Health, Education and Welfare
Mar. 15. It means billions ofdollars

in insurance and loss costs will

have to be spread over non-Medi-
care patients in hospitals through

Health care costs would rise if

HEW cuts hospitals' funds,
warns James Groves of the

American Hospital Assn.

adjustments in rates charged
private sector patients.

Not only will corporate benefit
costs reflect higher costs that the
federal government isn't willing to
pay, but the proposed regulation
also creates enormous problems
for hospital risk management pro-

Continued on page 77

rRIMS Report
Managers seek answers
Employe benefit and risk managers converge on Chi-
cago for the annual RIMS conference to dissect, diag-

nose and prescribe cures for their insurance head-
aches. A full reporton the ills, the prognosis and treat-
ments runs from pages 13 to 69.

Leaders lash competition
Four heavyweights in the insurance industry repre-
senting brokers. and underwriters pass the buck for
fueling the alternating insurance market cycles.
Lloyd's leader Robin Jackson, AIG president
Maurice Greenberg, Insco executive vp Leslie Dew '
and Matthews Wrightson broker Gordon Henry dis-
claim any influence over the markets in a spirited and
barb-filled debate. Page 11

The people column
page 78

the national newsmagazine of loss prevention,
risk financing and employe benefit management
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j Insurers protest co-op
product liability plan

By JERRY GEISEL

WASHINGTON-Insurance in-

dustry trade associations de-
nounce a Commerce Department
proposal that would make it easier
for companies to set up insurance
cooperatives to handle their prod-
uct liability risks.

In an 11-page comment filed
withtheOffice ofManagementand
Budget (OMB), the American In-
surance Assn. (AIA) charges that
the proposal could actually exacer-
bate insurance availability prob-
lems and increase premium rates.

The Alliance of American Insur-

ers, the other leading industry

trade group, contends there is no
need for such a proposal because

of the recent improvement and in-
creased competitiveness in the
product liability insurance mar-

ketplace.

The impact of the opposition is
unclear. However, some observers
believe insurance industry lobby-
ing may be holding up OMB ap-
proval of the proposal. OMB, how-
ever, has had only about three
months to review the proposal in
detail and a quick decision
wouldn't normally be expected on
aproposalofsuchfar-reachingsig-
nificance.

The Commerce Department pro-
posal, which would require con-
gressional approval, has two key
provisions, both calling for radical
changes in the regulation of insur-
ance.

Under one section of the pro-
posal, businesses would be al-
lowed to band together to form in-
surance cooperatives or "risk re-
tention groups," pooling all or a
portion of the participants' prod-
uct liability exposures.

These risk retention groups ap-
pear to be roughly analogous to the
rash of trade association and

group-owned captive insurance
companies that have sprung up in
the last few years. But under the

Commerce proposal, they would
be exempt from state regulation.

Instead, these groups would be
regulated by the federal govern-
ment. Before deciding whether to
allow a risk retention group to op-
erate, the federal government
would review the group's assets,
reserves, loss prevention efforts
and management expertise to de-
termine whether they are ade-
quate.

Premiums paid into the risk re-
tention groups generally would be
tax deductible so long as there was

sufficient spreading and sharing of

risk to satisfy Internal Revenue
Service requirements. Based on a
recent IRS private letter ruling, it
would appear that a participating
company could control no more
than 5% ofthe group's business in
order to be eligible for premium
tax deductions.

Furthermore, under the pro-

posal's second section, companies
could unite to purchase product li-
ability insurance on a group basis.
The Commerce Department be-
lieves group purchases of insur-
ance would drive down insurance

Continued on page 74

End doctor control

over Blues: Repo rt
WASHINGTON-The Federal

Trade Commission staff has pro-
posed a draft rule to bar physician
organizations from controlling
Blue Shield plans and to sharply
limit individual doctors' role in the

governing boards of the plans.
The staff recommendation

comes at the conclusion of an FTC

probe o f the extent, impact and le-
gality of medical control of state

Blue Shield plans.
The three-year investigation re-

vealed that doctor domination of
Blue Shield has resulted in "nu-

merous specific instances when ·
the medical profession's interests
have prevailed over subscribers'
interests in the making of Blue
Shield policy."

The FTC staff concluded that

physician control of Blue Shield
plans may result in an inherent
conflict of interest since physi-
cians have a vested interest in ris-

ing health care costs.

Physician domination of Blue
Shield is widespread, the report

Blue Cross/Blue Shield Assns.

recommends its plans stop rou-
tinely paying for admission tests
for surgical patients. Page 72.

found. Doctors control decisions

involving the payment of fees to
physicians in most of the nation's
70 Blue Shield plans and physician
organizations selectthe majorityof
the members of the governing
boards of 32 plans.

The FTC staff proposal would
bar medical societies from control-

ling Blue Shield plans. Further-
more, doctors would be prohibited
from occupying more than 25% of
the seats of a plan's governing
board even ifthey don't represent a
medical organization.

BC/BS president Walter MeNer-
ney lashed out at the FTC staff pro-
posal charging that it is "unneces-
sarily costly to American taxpay-
ers, potentially harmful to Blue
Shield subscribers and factually

Continued on page 72
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Pregnancy benefit guidelines
frustrate employers, insurers

By MARY ELLEN McKEE

CHICAGO-The Equal Employ-
ment Opportunities Commission's
(EEOC) guidelines on pregnancy
discrimination have sparked some
intense reactions from employers
and insurers who say the guide-
lines go beyond the original inten-
tion of the law.

Although employers aren't

happy about having to extend ma-
ternity benefits to employes'
spouses, the guidelines firing the
most controversy state that ex-
tended benefits under a medical

plan cannot be given "on a less fa-
vorable basis" than under mater-

nity plans.

Employers and insurers also op-
pose the requirement that pay-
ment for total disability be treated
the same as payment of pregnancy
related cases.

A Business Insurance survey of
15 employe benefit managers and
seven risk managers revealed that
of the 22 contacted, 18 flatly op-
pose the guidelines and three are
taking a wait-and-see approach.
One cautions that the guidelines
are not Iaw but simply interpreta-
tive and that people handling ben-
efits should consider that before

drastically changing any pro-
grarns.

The EEOC guidelines are de-
signed to aid employers in imple-
menting the new federal law re-
quiring companies to offer equita-
ble benefits for pregnancy in their
group health insurance plans. The
law went into effect April 29 (BI,
April 30).

The EEOC guidelines are not
regulations; they do not carry the

weight oflaw. However, the courts
often have used such guidelines in

resolving legal issues.
The guidelines now drawing ob-

jections were not part of the first
set of EEOC guidelines issued two
months ago, claims William

Knapp, a staff attorney with the
U.S. Chamber of Commerce, leav-
ing this group a little "stunned."

In the first set o f guidelines, the
Chamber ofCommerce objectedto
the government requiring employ-
ers offering coverage for depen-
dents in their group health insur-
ance plan to provide for
pregnancy-related expenses ofany

employe's spouse and a provision
stating that an employer cannot
refuse to hire a woman if she is

pregnant as long as she can per-
form "the mAjor functions" of the
job.

The Chamber ofCommerce sent

a long letter to the EEOC opposing
these guidelines and discussing at
length the group's opposition."We
were not given the same chance to
respond to these new guidelines,
which we oppose just as strongly
as the others," Mr. Knapp stated
emphatically.

Meanwhile, employe benefit
managers and risk managers na-
tionwide are confused and anxious

about what these guidelines will
mean to their premium rates. Of
the 22 benefit managers contacted
by Business Insurance, seven re-
vealed that they have received ab-
solutely no word from their insur-
ers concerning an impending rate
hike, 10 revealed their insurers are
taking a wait-and-see approach be-
fore hiking premiums and four re-
vealed that the insurers are raising
the premiums "significantly."

One Midwestern risk manager
using two HMOs and two insur-
ance companies in his employe
benefits program, said one HMOis
raising rates, another is not, one in-
surance company is not going to
increase rates until they have at

least four months of claims experi-
ence, while the other insurance

company has already raised pre-
miums.

"What employe benefit and risk
managers have to keep in mind:"
Stephen Webber, munic ipal risk
manager for Jefferson County in
Alabama warned, "is that EEOC
are practitioners only and the
guidelines are merely their inter-
pretation of the possible legal is-
sues that may arise as a result of
the pregnancy discrimination law.
Benefits managers should not rush
out and change their benefit plans
to comply with everything the
guidelines requires."

"The guidelines are to be used as
a device to gauge how well the em-
ployer is complying with the preg-
nancy discrimination law as ap-
plied to that employer's individual
plan," Mr. Webber explained. "If
an employer has any questions
about any of his/her plans being
contrary to the guidelines he can
take that legal point to task."

The EEOC did a reascnable job
of issuing the guidelines covering
every facet of the pregnancy dis-
crimination law, accordmg to Mr.
Webber. However, the guidelines
fall short in that they are "bent to-

ward the legal rather than the ad-
ministrative nitty-gritty in comply-
ing with the law," Mr. Webber re-
marked.

William Blick, risk manager for
The Allen Group Inc., a NewYork-
based manufacturer of automotive

parts, was quite willing to treat
pregnancy benefits the same as all
other medical benefits. As amatter

of fact, Mr. Blick wrote to the
EEOC long before the first set of
guidelines was distributed asking
if he could providepregnancy ben-
efits on an equal footing with medi-

Continued on page 72
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J&H wins trade group contract
for offshore captive study

WASHINGTON-Johnson & Higgins beat out four rival brokers
and a consulting firm to win the eagerly sought contract to deter-
mine the feasibility ofan offshore, group-owned insurance subsidi-
ary for members of the Grocery Manufacturers 6f America.

As currently envisioned, the J&H study for the huge trade group
. is expected to be divided into two broad phases. Phase one, which
is expected to be completed by July 1, will determine if there is
enough interest and financial support to make a group-owned in-
surance subsidiary feasible.

If the answer is yes, J&H will get the go-ahead to launch the
second phase ofthe study to determine how the insurance subsidi-
ary should be structured, the kind of risks that would be put into it
and the amount of capital needed. This phase is tentatively sched-
uled to be completed by April 1, 1980.

The other brokers that submitted bids for the GMA feasibility
study were: Alexander & Alexander; Corroon & Black;-Fred S.
James, and Marsh & MeLennan. Consultant Armrisk Inc. ofEngle-
wood Cliffs, N.J., also submitted a proposal.

James ponders London link
CHICAGO-Fred SJames & Co. could have an interest with a

London brokerage syndicate soon, says senior vp John C. Crane.
"I expect we might enter into an interest" with a London house,

Mr. Crane said after the company's annual meeting, addingthatthe
company is currently "exploring" possibilities.

James is currently without an equity interest in any U.K. broker.
James and J&H Minet Holdings Ltd. of London established a
jointly held subsidiary, Minet-James International in 1974, but
James withdrew from thatarrangementthis month after Minet and
Corroon & Black announced a decision to pool operations.

James, chairman James H. Vaughn also said his company plans to
form a management underwriting company in New York "late in
the year" and is -considering" forming a syndicate or reinsurance
company depending on the development of the New York Insur-
ance Exchange. But, he noted, "we're going to have a very minimal
position."

AIG Oil Rig suffers biggest loss
CHICAGO-A drilling rig that suffered a fire and blowout late

last month is expected to produce the largest loss to date for the
American offshore drilling rig market, according to Roy Williams,
president of AIG Oil Rig.

The rig, a jack-up type, was lost in the Vermillion Block off the
Louisiana Coastwhen ablowout preventer, reportedly able to with-
stand 8,000 pounds per square inch pressure, was subjected to
forces twice as powerful. Salen Offshore Drilling Co., a subsidiary
of Salen Energy Co. of Scandanavia, owned the rig.

Total insured value on the rig was $28 million, according to Mr.
Williams. Included in that total was $20.8 million for hull and ma-
chinery, $5.2 million for increased values and improvements and $2
million for extra expenses.

AIG Oil Rig had 45% of the hull and machinery coverage, Mr.
Williams said. The balance, he believed, was placed mostly in the
London market. The loss is expected to be the first totallossofan
offshore drilling rig in 21 months, he added.

No lives were lost in the incident.

Price control threatens markets
NEW YORK-Insurers must resist Presidential pressure to con-

trol rates if they expect to avoid the pitfalls that reaulted in the
disastrous underwriting results of 1975-1976, counsels David C.
Hemley, economist with Chase Econometrics Inc.

The Council of Wage and Price Stability is seekingto control
premium increases at a time when insurance company profits are
likely to decline anyhow, Dr. Hemley told members of the New
York chapter of CPCU. "It's like double dipping," he said.

Under voluntary price guidelines established by the Carter Ad-
ministration, companies can increase prices by more than 6%
where compelling circumstances exist, Dr. Hemley said.

Property/casualty insurance underwriting profits are expected
to drop during 1979 and 1980, resulting in lowermargins. But Barry
Bosworth, chairman of the CWPS, is calling upon insurers to as-
sume an 842% inflation rate instead of a 10% rate in calculating
premium increases, Dr. Hemley said.

Fla· passes work comp bill
TALLAHASSEE-The Florida house and senate recently passed

a new workers compensation law which is awaiting the veto or
approval of the governor.

Under the bill, permanently or totally disabled employes who
regain an earning capacity are only compensated for the loss of
wages as a result ofan injury. The final draft ofthisbillisacompro-
mise, consolidating the recommendations ofAssociated Industries
of Florida Assn., AFL-CIO, the joint legislative committee and a
Senate commerce committee, according to a spokesman for the
department of insurance.
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Resignations iar Insco, Bermuda market
By KATHRYN J. McINTYRE can't Just put your hand on a new ported for 13 months in fiscal 1977.

HAMILTON, Bermuda-The Peter Foley, Insco vp for 11 months computer That compounds the Mr Foley, meanwhile, believes
problems " Insco has also cut off five or six

sudden departure of two top un- in charge of casualty underwriting, Reports have indicated Mr Fo- accounts he underwrote "But I
derwriters under Leslie Dew at In- ley also wanted to see Insco switch know the brokers have had no
sco Ltd here raises questions left the Bermuda company because to U S statutory accounting in- problem replacing Insco with 11-
about the future of Insco and the he was "unhappy with the com- stead of recording premiums on a censed U S. carriers. It's good busi-
development of the Bermuda in- cash basis. ness thrown out the door," he
surance market pany," and had a "personality Mr Foley. formerly with General gibed

Peter Foley, in charge ofcasualty clash" with executive vp Leslie Reinsurance Corp, was next inunderwriting at Insco for the last line to run Insco when Mr Dew Mr. Turnbull maintains that any-
11 months, left GulfOil's insurance *1 5 Dew. left Mr Dew has four years re- thmg cut out of Insco's books re-
subsidiary early last month after malnmg on his six-year contract, - cently was simply business re-
his resignation was accepted im- but he can leave in two years. newed by Mr Foley but originally
mediately lowing capacity. You don't have a The memorandum was appar- Insco president Mr Turnbull underwritten before Mr Foley

Ralph Bailey, vp in charge of say in the market," he says ently viewed by Mr Dew as an "ui- maintains many ofMr Foley's sug- Joined Insco
property underwriting at Insco for Mr. Bailey will assume the num- timatum," but Mr. Foley called it gestions in his memorandum were "This was more of a personality
the last two years, also leaves Insco ber two spot under G C Wakefield "a master plan for Insco," though already being acted upon at Insco clash than anything else," Mr Fo-
the end of this month, the end of at Terra Nova, the huge insurer in he admits he had included within it And he claimed that Mr Foley's ley observed of his departure from
his three months' notice. London owned by mglor US atime frame for action to be taken. preference for U.S. statutory ac- Insco "I don't wantto taint Insco's

The two young, respected under- stock companies and writing an When it was clear Insco manage- counting was news to him "There name It's a financially solvent
writers, however, offered different overall portfolio of reinsurance ment and Mr Foley couldn't agree, was no mention of accounting in company and it's very strong, con-
reasons for their resignations from But there has been much specu- Mr. Foley offered his resignation that memo," Mr. Turnbull said sidering the parent company " Mr.
one of the most successful Ber- lation about Mr. Foley's abrupt de- effective after a transition period. "This is the first time I've heard of Foley is also "optimistic" aboutthe
muda companies to evolve beyond parture, ranging from suggestions It was accepted immediately, on this nonsense, we're substantially future growth ofthe Bermuda mar-
pure captive status that he and Mr. Dew disagreed April 3 following U S practices now " The ket

Mr. Foley, 31, resigned because over reserving practices to reports Mr Foley had argued for "back- exception is the company's prac- But Mr Dew "is difficult and
he was unhappy that his recom- that Mr Dew objected to some of ing offand working on our internal tice ofrecording record premiums hard-headed and I am, too," Mr
mendations for changes at Insco Mr Foley's underwriting prac- system," during this competitive as reported and taken into income, Foley confided "And it'S a differ-
were not heeded. Mr Bailey, 30, tices cycle in the world Insurance mar- he said, "because much of our ent culture, he's 65 and I'm 31 I
says he was unhappy in the Ber- ket, he contended "It's the oppor- business comes out ofLondon and have adifferent approach Attimes
rnuda insurance market where un- Mr. Dew and Mr Foley both de- tune time to sit back and get sys- they are very slow to report " I may be too adamant I do respect
derwriters are forced to follow in- nied there were any disagreements tems ready" for the next insurance the man"

stead of lead in underwriting risks over reserving practices "There capacity crunch, he maintains. Accounting for premiums on a Mr Dew, too, sings Mr Foley's
Insco president James M Turn- were no disagreements," Mr. Dew He wanted to see Insco's staff cash basis, however, can alter the pranses as a talented underwriter

bull maintains the departure ofthe stated emphatically. Mr Foley re- beefed up, for instance "We're pattern of financial statements and says he's recommended Mr
two underwriters "will have no ef- sponded, "If anyone had the an- deahng in a market so new, so ex- soon as a company slows down its Foley to a slew of potential em-
feet at all on Insco," though he ad- swer to IBNRs, (incurred but not pensive to bring in experienced underwriting, sources explained ployers courting him right now
mits "you normally don't have two reported claims), he would be a ge- people, it adds to the stress of the For 1978, Insco reported $86 mll- Mr Foley is currently torn be-
hit you at once " nius " system," he observed "And we're lion in gross or booked premium, tween a position m the U S and

Mr Dew did divulge, however, operating in a market where you nearly double the $43 9 million re- staying in Bermuda
Observers, however, say that that he had gone over all of Mr.

even as brilliant and reputable an Foley's underwriting with auditors
underwriter as Mr Dew willhave a and increased IBNR reserves by
hard time handling the entire un- about $3 million, out of a total of N.Y. Exchange aims to open
derwriting task at Insco himself $15 million on casualty business
For 1979 Insco's gross volume is Asked why Mr Foley wasn't ac-
estimated at $114 million Replace- corded the three-month transition •
ments are being sought for the two period Mr. Bailey was granted, Mr
underwriters, Mr. Turnbull said. Turnbull pointed to the substan- in late '79 with $400 million

The shake-up at Insco is also tially larger underwriting respon-
considered by many to create less sibilities Mr Foley had as the casu- By ELLIS SIMON nounced their intention to form the licensing and approval sec-
than favorable pubhcity for the alty underwriter for the company syndicates on the exchange are Al- tions of the state insurance code
highly successful company Insco that concentrates on casualty NEW YORK-The New York In. hanz Insurance Co and INA Corp, In addition, the regulations per-
has probably done more to up- rather than property insurance surance Exchange has begun ac- while American International mit foreign interests to participate
grade Bermuda's image as an in- Although otherwise happy cepting apphcations for member- Group and Chubb & Sons are sure in underwriting syndicates subject
surance center than any other firm working in Bermuda and optimis- ship from underwriters and bro- to form syndicates, too. to the superintendent's approval
to date With underwriting talent tic about the development of a kers in expectation of opening its and prohibit a licensed insurer
on the island admittedly in short worldwide insurance market doors for business by the end of The interim board of governors from becoming an exchange mem-
supply, Bermuda's promoters also there, Mr Foley said he resigned 1979 has a 70-day life span that began ben Licensed insurers can own
regret that Mr. Bailey is returning from Insco because, "I was un- Between 20 and 30 underwriting with appointment this month ofits stock in corporations that are un-
to the London market They are happy with the company. We had syndicates, funded mostly by ex- seventh member, Atlantic Cos derwriting members, however
hoping Mr, Foley will accept an- disagreements and when push isting insurance companies, are chairman Harold Eckmann. The regulations also specify the
other position on the island. came to shove, I lost out." The dis- expected to be in operation bythat Several exemptions from New type ofsecurities that may be used

Observers accept Mr. Bailey's agreements, Mr Foley indicated, time, according to Maurice R York msurance law were granted to represent a syndicate's surplus
pubhc statement that he is leaving were spelled out in a memoran- Greenberg, president of American to underwriting syndicates on the and restrict underwriting activity
Bermuda to find'ob satisfaction" dum he submitted to Insco man- International Group and chairman exchange under regulations pro- in New York to the exchange itself
in London where underwriters agement asking for an agreement of the exchange's interim board of mulgated late last month by insur- The words "exchange" and "rein-
shape the markets, "When I was at to meet certain conditions regard- governors Minimum capacity is ance superintendent Albert B. surance" are not permitted to be
Bowring, I had a say in the mar- mg the "overall game plan for In- expected to be $400 million, he Lewis The exemptions include a included in the name of an under-
kets Bermuda functions as a sco, internal restructuring and our added waiver of state capital and surplus writing syndicate corporation on
smaller syndicate at Lloyd's, fol- direction in the marketplace " Among those who have an- requirements as well as waivers of the exchange

the benefit beat

Braniff attendants land disabilily, pension gains
Flight attendants for Braniff International Airways won a chmists of the option by mail Under the proposed changes, monthly rates for individuals

revised pregnancy benefit that allows them to work while If individual members elect to take the coverage, they will would increaseto $32 70 from $30 85 andfor familiesto $81.76
pregnant until a doctor advises them it is no longer safe to be billed at the end of the strike, according to a spokesman from $77.13. The request is subject to approval by the New
remain on the job In addition, attendants can take a sick for the IAM The airline currently pays a premium of $86 per York Department of Insurance
leave during that disability and sick time and longevity will month per employe for malor medical coverage.
accrue during pregnancy leave Alcoholism treatment covered

Some 2,000 Braniff attendants gainedthatimprovementas New dental plan Treatment in alcoholic rehabilitation centers will be cov-

part of a 342-year contract with the air carrier. A new dental plan, is in effect forsome 1,800 meat cutt5rs at ered at no additional cost in small group health insurance
Also agreed upon was a pension option allowing atten- the Iowa Beef Processors plant in Dakota City, Neb programs underwritten by the Equitable Life Assurance So-

dants to take a lump-sum benefit if they leave the airline The plan, part ofa four-year contract between the company clety of the U.S.
before normal retirement. The payment would be based on and the Amalgamated Meat Cutters union agreed to lastyear, Groups of 150 lives or less will receive this coverage auto-
years of service and length of participation in the plan, atten- lS scheduled to cover to 80% of all dental services except matically. The insurer is recommending that its customized
dants would contribute $10 a month, said Don Hayes, vp of orthodontia There is a deductible of $100 per calendar year larger plans include this feature in the health msurance
labor relations for the airline and the maximum benefit is $750 yearly plans.

Under the attendants' current pension plan, the airline Great West Life Assurance Co., lowest among six bidders, Coverage oftreatmentat such facilities eliminates the need
matches employe contributions This plan will continue to will underwrite the plan The company will pay the entire for costly care in general hospitals, said Equitable president
apply for employes staying m service untll normal retire- premium of $335 per month per employe Coy Eklund
ment, said Mr. Hayes.

HMO asks rate hike Benefit Beat keeps rtsk managers and employe beneht
Benefits paid strikers Genesee Valley Group Health Assn., a health services cor- managers abreast of changes in plans around the country as

United Airlines is offering its 19,000 striking machinists the poration and federally qualified health maintenance organi- well as other important developments. We'd like to know tf
option of remaining covered for medical and dental benefits zation serving approximately 36,000 people in the Rochester you've made any changes orknow ofanv significant develop-
during the strike, now a month old. Spokesmen forthe Inter- vicinity, has filed for a 6% across the board rate increase ments. Write Kathryn J. Mcintyre, Business Insurance, 74ON.
national Assn. of Machinists said the airline has notified ma- effective July 1. Rush St., Ch:cago, m., or call (312) 649-5286.
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Regulators seize assets, limit business of insurer
By JOHN MAES

CHICAGO-Insurance regula-
tory agencies in Illinois and Rhode
Island have assumed control ofthe

assets of the financially-troubled
American Reserve Corp.'s two
main subsidiaries in those states.

The court-ordered regulatory ac-
tion, announced May 7, came less
than a week after insurance offi-

cials in both states ordered the two

subsidiaries-American Reserve

Insurance Co. of Providence, R.I.
and Reserve Insurance Co. of

Illinois-to stop writing new and
renewal property and liability in-
surance ir, all 50 states. Both firms

are wholly-owned subsidiaries of
the parent, American Reserve

Corp.
J ames Huber, senior vp-

marketing for the parent firm said
approximately 62% of its $131 mil-

lion premium volume for 1978 was
personal lines with the o:her 38%
in commercial insurance.

A spokesman for the Illinois
state insurance department said he
did not know for how longthe state
would have custody of the firm's
assets, nor how long the Rrohibi
tion on writing new business
would last.

"Subject to further orders of the
court, both companies will con-
tinue to process and pay claims in
the ordinary course of business
while under state supervision," the
insurance department said

The Delaware-based holding
company recently disclosed its fi-
nancial position and supplied fig-
ures showing that a net c perating
loss after taxes of $17.6 million in
1978 had reducedthe available sur-

plus below the level needed to con-
tinue current priperty and liability

operatiins.
Adcing to the difficulty is :hat

the hcldingcompany has failed so
far in.ts efforts to .aise enough
capital to mair_tain Current opera-
tions. raising the possibility the
paren: firm may have to sell sc·me
or all of its subsidiaries, the com-
pany said recently.

The company has also received
cancellation notices from its rein-

surers, further impeding its ab: lity
to do business, the firm said.

Mr. Huber said preperty and lia-
bility business makes up about
85% cf total gross premiums
earned b> the subsidiaries a year.
He said American Reserve will

continue -9 sell life insurance and

will Elso renew efforts to raise capi-
tal.

"We're hopeful that some out-
side relief can be found," said Mr.

Huber. He said, however, that it was
unknown right now what mea-
sures will be taken but said such

things as the sale of the subsi-
diaries and a mergerare undereon-
sideration.

The company has sufficient re-
serves to handle all outstanding
claims, a company spokesman
said.

The first indicatons of financial

difficulty came last March when
the comgany announced it was
bolstering claims reserves by $8.6
million to cover underestimated
losses on commercial lines.

The cornpany said although
business _n recent years had been
profitable overall, it was still feel-
ing the effects of bad claims exper-
ience in the early 1970s from itsex-
tensive c ommercial excess and

surplus lines business.
The company has declined to

What J&H doesit know about London,
Willis Faber does.

 One reason J&H serves 
 more leading multinationals thananyother insurance broker. 

At a time when other American

brokers are still seeking a stable
relationship in the vital London
market, Johnson & Higgins and
Willis Faber & Dumas are

celebrating 87 years of inter-
national cooperation.

This longstanding relationship
is just one of the reasons J&H
has the resources to uncomplicate
the most complex international
risk management problems.

In addition to 34 of our own

offices overseas, staffed with
morb than 900 J&H people, we
can call upon the global strength
of our 71-office network of

exclusive correspondents in key
business centers.

Which is why 30 of the top 100
companies have J&H as their
principal international insurance
broken And another 15 have us

on their team. And why we serve
nearly 30 percent of the rest of
the Fortune 500.

When it comes to international

risk management, nobody has
been at it longer or does it better
than J&H.

Representatives of Willis, Faber & Dumas and Jjhnson & Higgins meet freql.ently
Here the senior offeers of both firms discuss reeentdevelopments.
Seated (1. to r.) A. RonaldS,·lot, 2-1:irman WF&D; David v. Palmer, Deputy Chairman
WF&D; Robert V. Hitcher, Preidant J&H; Richard I. Purtiell, Chairman J&H.

JohnsonGHiggins
Theprivateinsurance broker.

We answer only to you.
RISK AND INSURANCE MANAGEMENT SERVICES,EMPLCEE BENEFRA'ND ACTUARIAL COASUCriNG THROUGHOUT THE WORLE

identify specific problem risks but
at the time it announced the

beefing-up of reserves, officials

disclosed the excess and surplus
lines sales had been curtailed in

the last few years.

Various Chicago-area brokers
said American Reserve had been

selling high-risk, high-premium li-

ability coverage in such areas as
long-haul trucking, carnivals and
for racing and spectators.

Last month, insurance regula-
tors in Illinois and Rhode Island

announced they were conducting
extensive examination of Ameri-

can Reserve to determine its finan-.

cial health.

American Reserve's $17.6 mil-
lion 1978 loss was substantially
higher than a $2.1 million loss re-
ported for 1977. At the end of 1978,
debts were $4.2 million higherthan
assets. The year end statement did
not reflect the sale of American

Reserve's interest in the Ryan In-
surance Group Inc., which genera-
ted a capital gain of $3.4 million.
Nor did the year end report show a
$600,000 gain from a reinsurance
agreement for credit life, credit ac-
cident and health insurance busi-

ness. Both of those transactions

took place early in 1979.

The corporation said that as of
Dec. 31, 1978, the net worth o f its
insurance subsidiaries was $11
million. The subsidiaries make up
all but $5 million of American
Reserve's assets.

Most brokerage houses con-
tacted by Business Insurance said
they had never placed any busi-
ness with American Reserve.

' Others said they had, but said they
severed connections some time

ago. "We got word of their condi-

tion and took appropriate steps,"
said a Chicago-area broker.

Meeker-Magner Insurance

Agency ofPark Ridge, Ill. placed a
small amount of business with
American Reserve but "we don't

know them too well," said presi-
dent Gerald Magner Jr. Most ofthe
coverage they placed was property
and liability insurance for substan-
dard, unoccupied buildings.

The mjor effect that American
Reserve's plight will have on the
market is that it will "cause some

companies to re-look at reserves to
see if they are adequate," Mr.
Magner said.

Several brokers said they felt
American Reserve wasn't a major
factor in the property/liability or
excess and surplus lines market.

In a related development, Flor-
ida insurance commissioner Bill

Gunter said American Reserve's fi-

nancial troubles have led him to
call for a bill to create a life and

health insurance guaranty fund to
protect consumers from firms that
fail.

Florida has ordered American

Reserve subsidiaries in that state

to refrain from writing further
property and liability business.

The California department ofin-
surance has also said it ordered the

California offices of the Rhode Is-

land and Illinois subsidiaries to

cease writing property and liability
insurance.

In addition to the Rhode Island

and Illinois firms, American Re-
serve subsidiaries include Market

Insurance Co.; American Reserve
Insurance Co. of New York; Guar-
anty Reinsurance Co. Ltd.; Ameri-
can Reserve Life Insurance Co.;
American Reserve Brokers Inc.;
Portfolio Properties Inc. and
United Budget Co. .

Zurich acquires firm
The U.S. branch of the Zurich In-

surance Co. has acquired a major-
ity interest in Empire Fire & Ma-
rine Insurance Co. based in

Omaha, Neb. and its wholly owned
subsidiary, Empire Indemnity In-
surance Co.
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Meet the newest member of our quarter.century club:
The WAUSAU SIORY

In January, 1954, an
advertisement in major magazines
pictured a little old railroad
station in the wintery twilight.
The headline asked: "How come
one Of the world's most
important insurance companies is
located in Wausau Wisconsin?"

The answer described the
spirit of genuine hometown
helpfulness that characterized the
people of Employers Insurance
of Wausau. Policyholders said we
were "good people to do
business with:' It was a reputation
we would work hard to keep.

The little old depot has
reappeared millions of times in
the past 25 years - often in
ads featuring business leaders
from every state telling their

Wausau Stories. True accounts of
their experiences with the
people who know business
insurance like nobody else in
the business.

Ten years ago, the Wausau
Story and depot trademark moved
into television ( on the very
first show of "60 Minutes"). The
messages stressed "partnership;'
the concept of shared
responsibilities of insured and
insurer to protect lives, health and
property. Since then we've
repeated the theme that business
insurance is a partnership -
and the extra reward for success
is better control of
insurance costs.

We believe that an insurance
policy isn't really a product until -

it's sold and in use. Until then,
it is simply a promise. The
Wausau Story is intended to help
move business insurance from
a promise to a product. Then our
thousands of Good People see
to it that our insurance
works for a living.

That's the Wausau Story.

®

Employers Insurance of Wausau
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Calif. officials probe Omni/Bellefonte dealings
By JOANNE GAMLIN

SAN FRANCISCO-The Cali-

fornia Insurance Department will

hold a closed investigatory hearing
May 10 on the issues in litigation
between Bellefonte Insurance Co.

and its former managing general
agent for general aviation, Omni
Aviation Managers Inc., Business
Insurance learned.

The department refused to com-
ment on the hearing, but con-
firmed it will be held.

Omni Aviation Managers, as re-
ported in Business Insurance April
30, had filed a $100 million antitrust
action against nine defendants,
mainly Bellefonte Insurance Co.;
its parent company Armco Inter-
national Corp.; Aviation Office of
America Inc. in Dallas, described
as a principal competitor o f Omni,
and Crum & Forster Insurance Co.

f

7

The lawsuit charges the defen-
dants conspired in a "predatory
plan. . .to take affirmative steps in
the London market to prevent
Omni from obtaining reinsurance
on policies to be issued by Belle-
fonte. . ." The defendants then

claimed that the failure of Omni to

obtain reinsurance constituted a

breach of the OmnVBellefonte

agency agreement.

The purpose of these acts was to
drive Omni out ofthe general avia-
tion insurance business and to di-

vert Omni's business to the defen-

dants, particularly Aviation Office
of America (AOA), the 21-page suit
charges.

Omni states that as a result of

these actions it has been unable

since January 1979, to continue in
its business as an aviation insur-

ance managing general agent.

It further states that it has lost

profits, trade, customers, business
oppottunities and other advanta-
geous business because of the ac-
tions of the defendants.

In responsetothe Omni antitrust
action, a Bellefonte spokesman
said that his company regards the
lawsuit as totally without merit.

"It appears to be nothing more
than an effort to divert attention

fromthe very serious claims which

Bellefonte has against Omni as a
result o f Omni's agency represen-
tation of Bellefonte in the aviation

insurance field since 1975," he said
(BI, March 19).

"Bellefonte has previously
brought action in the California
state courts demanding among
other things an accounting of all
premium dollars collected by
Omni with respect to Bellefonte
business written by Omni since

\
.
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I 0 7

-.

...

1975.

"The filing of this suit will not
impede Bellefonte's active prose-
cution of its suit against Omni now
pending in California state courts."

The antitrust lawsuit argues that
Omni, in business about 10 years,
has developed at "great effort and
expense" market acceptance for
policies insuring general aviation
aircraftandowners againsttheloss
damage to the aircraft. Because of
this effort, Omni has generated the
confidence of the London and

world insurance and reinsurance

markets and has fostered favorable

relations with agents and pro-
ducers of aviation insurance busi-

ness, the suit claims.

Also as a result o f its 10-year ef-
fort, Omni has been able to service
a significant portion ofthe general
aviation insurance market at com-

A steady hand and a
flawless gem.
This jeweler has

the right
/ combination.

AND ONIY ASSUREX
has the right combination to meet your most rigid standards.
Standards you set for yourself. ..like professionalism,
integrity and a responsive attitude.

What is this unique combination? Assurex International.
Sixty-nine independently-owned Assurex partner firms. Each
one recognized as a leading regional agency and backed by
four thousand Assurex insurance specialists worldwide.
So with Assurex, impersonal communications with a broker
located many miles away are eliminated. Instead, critical
insurance decisions affecting your business are made with
your personal involvement... right in your own city.

That's the Assurex combination... blending close attention to-
your needs with proven skills and experience. The most
valuable protection for you. For the name of the Assurex
partner in your area, write:

6148884869

ASSUREX INTERNATIONAL CORPORATION
6600 BUSCH BOULEVARD
COLUMBUS, OHIO 43229

Diamond furnished by Diamond Cellar, Columbus, OH

petitive rates, according to the suit.
The suit describes the conspir-

acy as consisting of a joint under-
taking of the defendants, begin-
ning on adate priorto Jan. 31, 1979,
and continuing to the present,
"which had. . .as its purpose the
elimination of Omni from the
United States market forthe sale of

general aviation insurance." The
suppression of competition in the
general aviation market acted to
inflate prices and to restrain inter-
state trade in violation of the Sher-

man Act, the suit continues.
Aviation Office of America and

Crum & Forster further conspired
to restrain trade by diverting
Omni's business to AOA, it
charges.

The suit says that the defendants
instructed agents and adjusters for
general aviation insurance that
Omni was not authorized to obtain
generalaviationinsuranceortoad-
just claims. As a result of these in-
structions, agents referred their
general aviation business and
claims to AOS and its affiliated
companies, according to the suit.

The suit also charges that the de-
fendants caused lawsuits to be
filed for the purpose "of causing
Omni's name to be sullied by scan-
dalous and untrue accusation of

wrongdoing" and of encouraging
press releases "quoting what
would otherwise be the slanderous

and untrue allegations ofthe com-
plaint so as to encourage a public
attitude of wrongdoing at Omni."

According to the suit, on or
about Feb. 17, 1978, Omni, for a
valuable consideration, entered
into a written agreement with Bel-
lefonte Insurance, Bellefonte Un-
derwriters and Compass Insur-
ance Co., all defendants. Underthe
terms of the agreement any intent
to terminate the policy was to be
delivered to Omni on or before

July 1, 1978. Since no such notice
was tendered by defendants prior
to Dec. 31, 1978, thesuitargues that
the earliest the contract can be ter-

minated is Dec. 31, 1979.
Despite the terms of the con-

tract, the suit says that in Feb. 1979,
the defendants terminated the said

agreement with Omni "unilater-
ally and without just cause on the
basis that Omni failed to procure
reinsurance effective Jan. 1, 1979."

It continues: "Said reinsurance
would have gone into full force and
effect but for defendants' instruc-
tions to said reinsurers broker not

to incept the reinsurance."
The lawsuit says the defendants

have further breached the contract

by continuing acts from Jan. 1,
1979, to the present. These acts in-
clude issuing instructions to pro-
ducing agents and adjusters that
plaintiff has no authority to accept
business or adjust claims on poli-
cies written on behalfofany mem-
ber of the Bellefonte group and ad-
vising the agents to place Omni's
business with AOA and its affi-

liated companies.
Omni is represented in this case

by Gibson, Dunn & Crutcher, one
o f the largest law firms in Califor-
nia. .

Pension commission

picks chief actuary
WASHINGTON-Preston Bas-

sett, former chief actuary of the ac-
tuarial consulting firm of Towers,
Perrin, Forster & Crosby, will be-
come staff actuary for the
President's Commission on Pen-
sion Policy.

Mr. Bassett, who at one time had
been rumored as possible member
of the commission, was with the
actuarial firm for 28 years.

Judith W. Mares, a financial ana-
lyst with General Mills Inc. in Min-
neapolis, will also work with the
commission staff for six months..



We've
Got You
Covered

Nomatter what the risk,

CONTROL of WELL expenses are
incurred in attempting to control or
extinguish a blowout

1

- CLEAN-UPand CONTAINMENrof
.r spills which otherwise mightpollute is

mandatory and expensive.

Oil and gas exploration today pre-
sents a spectrum of new problems.
One of the major problems is
insurance.

Blades offers insurance protection
not only for physical damage to the
contractor's drilling equipment, but
also will protectthe operatoragainst
costly expenses caused by a blow-
out. We can coverthe costs of con-

Our function is to cover the Bermuda Market.

 Robin Spencer-Arscott, Vice President and General ManagerEL. Minugh, Assistant Vice President
John A. Houghton, Broker

1. H. BLADES & CO. (INTERNATIONAL) LTD.
Insurance and Reinsurance Brokers

P.O. Box 691, Hamilton 5, Bermuda
Telephone: (809-29) 5-0169 Telex: 3280 Cable: "Blacoins"

SEEPAGE and POLLUTION liability
exists fordamages to persons or property
caused by aspillfromablowout.

REDRILLING EXPENSES can be
covered so that you can drill the well
back to the pay zones.

Well get you covered.
trolling the blowoutorfire, expenses
incurred in containing ordeaning up
a spill caused by the blowout, and
the expenses of redrilling the well.
We also can protect you from sub-
sequent damages due to seepage
and pollution from the blowout.

We began the business of pro-
tecting oilrren with well control
insurance. Because we were

J.H. BLADES & CO., INC.

one of the initiators, we have the
experience and contacts to serve
you best.

The cost? Only your agent can tell
you. Have him call Blades. We'll get
you covered.

Contact Jerry Burke
and Bob Daniels

J.H. Blades & Co.,Inc.
PO.Box 22003

Houston, Texas 77027
713/780-8770

Cable: -BLACOINS"
Telex 791-392

Other offices in San Antonio,
Tulsa and Bermuda.

Under construction
000

Under tow

Under way.
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They all need to be underwritten.
Call Blades...well get youcovered.
We cover the waterlront when it
comes to ocean-river marine and
oil insurance.

A single source of coverage
whether you're deep-sea diving in
the Azores, building a port on the
Great Lakes or shipping cargo to
the Middle East.

We've been finding markets for
unusual risks for 25 years, serving
clients nationwide and intemation-

ally. When you've been doing

something for more than two dec-
ades, you know where to look,
who to call and how to draw the

form. That's why we've been able to
provide coverage when others
couldn't.

It's required expansion into San
Antonio and Tulsa, an international
headquarters in Bermuda and a
branch in Europe. We also act as
Correspondent for Underwriters at
Lloyd's, London.

But what about tomorrow? That's
why we're constantly researching
the market. To keep abreast of
developments and future trends in
shipping, finance and insurance.
It's the only way to offer water-tight
coverage and maintain flexibility in
our programs.

If you're involved with insurance
ranging from birth of a ship to berth
of a cargo, have your agent call
Blades. We'll get you covered.

t

Contact Bill Williamson

and Fred Munsen
J.H. Blades & Co.,inc.
P.O. Box 22003

Houston, Texas 77027
713/780-8770

Cable: "BLACOINS"
Telex: 791·392

Other offices In San Antonio,
Tulsa and Bermuda.
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Insuringa gminelevator takes an organization
thatcan look atthewhole picture.

In addition to the grain
elevator, you've got to insure
the grain tanks. The grain
itself. And the vessels that
take it out.

Then there are the lives that

could be lost, and third party
losses that could result. It's a

very complex picture indeed.
Which is why you should

look to J. H. Blades & Co., Inc.

For more than 25 years
we've assembled insurance

programs on very nearly
everything. From crop dusters
to offshore rigs.

So we know how to make

the complex simple.
For an insurance package

that's just right for you, have
your agent call EllisWelch, our

Manager. He'11 get
you covered.

J.H. BLADES & CO., INC.
P.O. Box 22003 Houston, Texas 77027 713/780-8770. Cable: "BLACOINS" Telex: 791-392.

Other offices in San Antonio, Tulsa and Bermuda.
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On January 18, 1978, 4.8 inches of We call it our "Acts of God" Policy, In addition to DIC, we're also the larg-
snow fell in Hartford, Connecticut. and it's a property coverage that est writers of Inland Marine Insurance.

That wasn't unusual. protects you from certain differences in Our "Acts of God" Policy is just one of
But the entire roof of the Hartford conditions beyond your basic property more than 300 different policies AIG offers,

Coliseum also fell. insurance. It can cover any peri} your through our more than 160 member com-
And that was very unusual. Some present policy may not include, like panies, in more than 130 different countries.

even said it was impossible. physical loss or damage caused by For more information, send in the
But the impossible is always collapse, flood, water damage, earth- coupon below.

possible. quake or burglary. It's fine if you want to leave your life in
In fact, the chances of the Coliseum's American Home/National Union, the hands of God. But we think it's better to

roof ever collapsing were about member companies of AIG, are the leave your property in our hands.
5,000,000 to 1. But as every gambler leading writers of DIC insurance
knows, even when the odds are in your We can write it to cover al- A165_*TS OF GOD" POLICYfavor, you can still lose. Everything. most any kind of exposure,

---------7Fortunately, for Hartford, they were including your buildings, plus Please send me more information on:

covered.

personal property on the prem- 0 DIC 0 Other

Unfortunately, there are many ises. And we can write it to American International Group

people with valuable property and cover the net profit you're pre- ' Dept. A, 70 Pine Street, New York, NY. 10005

businesses who aren't covered. And vented from earning while Name

when the impossible happens, they can you're closed for repairs.
Firm

lose everything. Their property. Their We have high capacity,
business. And every dime they ever we're flexible, and we're also Addresq Tel

put into it. known for our ability to stay in Am
At American Home/National Union, the business of writing DIC

we don't think anyone can afford to Come hell or high waten (After WE OFFER MORE KINDS OF INSURANCE gamble. If you have property or a Hurricane Agnes, we were one I THAN ANYONE IN THE BUSINESS.

usIieso protect, you should have cl]Ylleewd cworianDefS L__ have to be a regular producer to place business with an AIG company, _11We welcome inquiries from any licensed agent or broker. You don't S |
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editorial opinions -
Salute a safety pro

AFETY MANAGEMENT has movedinto a new era.

This is largely attributable to efforts of
the American Society o f Safety Engineers,
which has now joined forces with St.
Louis-based Monsanto Co. and added an-

other feather to its cap by initiating the

annual Edgar Monsanto Queeny Safety
Professional of the Year Award.

We applaud the society and Monsanto

for establishing this annual competition.
We're proud to say it incorporates much of
the thought and many ofthe general man-

agement criteria devised by Business In-
surance for its Risk Manager of the Year
competition.

. Risk managers, insurance professionals,
safety specialists and anyone involved in
corporate risk management should take
special note of this award competition.
Support it by participating.

Nominations will be accepted through
Jan. 31, 1980 with the first winner to be
announced at the ASSE conference in

June 1980 (BI, Apr. 16).

Monsanto, which has agreed to fund the

award and present a $1,000 prize to the
winner each year, agreed to be a sponsor
because of a strong beliefthat hazard con-

trol is vital to a company's financial suc-

cess and operating posture. The ASSE is

handling all administrative details, with

members of the society's awards and
honors committee doing the judging.

The annual award will honor an associa-

tion member for exceptional performance
in the occupational health and safety field.

f UAW ,    :

0/D

'You're not in control here. We'll be getting
the benefits we want.'

It is designed to focus public and industry
attention on the importance of good safety

practices in the workplace and to motivate

industry employes to exercise good safety

practices on the job.

• The Monsanto/ASSE Safety Profes-

sional o f the Year award program will help

elevate the status of safety management as
an integral part of corporate risk manage-
ment. At the same time it will give recogni-
tion to people with the skills, knowledge,
ingenuity and commitment to make safety
work.

Judging performance

LT OW DO YOU APPRAISE the risk
1 1 manager's performance?

That's been a difficult question for many
financial and adminstrative executives

whose subordinates include risk and in-

surance managers. Similarly, it has
troubled risk management consultants
called in to audit risk management pro-
grams, insurance plans and report on the
performance of the risk manager.

An outgrowth, hopefully, of the Risk
Manager of the Year competition is that
the nine broad criteria established for

judging nominees will serve as yardsticks
for performance appraisal.

They resulted from conversations with

about 50 risk management experts around
the country. And they were refined this

year to nine from 10, because the tenth

criterion was felt to overlap and dovetail
too much with one of the other nine.

These guidelines, however, recognize,

we think, the full range of managerial re-

sponsibilities, including the insurance
and financially oriented tasks, that are
uniquely part of a risk manager's role.
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letters
Business Insurance welcomes letters from its readers. Please keep your
comments as brief as possible and we reserve the Tight to edit or shorten
letters for clarity or space. Please send your comments to Letters to the
Editor. Business Insurance, 740 N. Rush St., Chicago, Ill. 60611.

Too expensive
To the editor: Re: Editorial, April

16.

I don't believe it is too hard to

understand why more carriers
haven'tjumpedintoboilerandma-
-chinery insurance when you look
at the expense ratio of Hartford

Steam Boiler Inspection & Insur-
ance Co. From 1973 to 1977, their
average expense ratio was 59.2%
according to A.M. Best. The ex-
pense of writing this coverage is
mainly due to the tremendous
amount of inspection work that
must take place.

Most insurers are simply not
willing to make this type o f finan-
cial commitment when there are

easier and less costly lines they can
develop. Also, companies like
HSB will set up a reinsurance ar-
rangement whereby they reinsure
a company 100%, do all the service
work (sometimes even issue poli-
cies) and pay a ceding commission
to the company. So, with this avail-
able, there is no real incentive for

most companies to enter into this
market. For example, this is pre-
cisely the arrangement I helped set
up for the insurance company for
whom I formerly worked.

Now that I am on the brokerage
side, naturally I would like to see

more competition in this area.
However, I can certainly under-
stand why a company would be ex-
tremely hesitant to enter this line

ofinsurance. IfIwerethecompany
executive making the decision
whether to enter directly the boiler
and machinery market or not and
had the reinsurance alternative, I'd
pick reinsurance.

I believe the bottom line is clear.

Boiler and machinery insurance is
going to be an area dorninated by
only a few carriers for years to
come. No matter how hard risk

managers try to devise methods of
reducing their rates for this cover-
age, they will only be able to ac-
complish it by taking on more ex-
posure themselves through higher
deductibles, etc.

Harry L. Baker
President, Professional Insurance
Consultants Inc., Seattle

Why London?
To the editor: I was appalled to

read the report of the "London
Line" in the April 16 edition of
Business Insurance.

The New York Insurance Ex-
change has been promoted as the
American insurance industry's so-
lution to the premium drain to for-
eign markets. This is the U.S. in-
surance industry's answer to

Lloyd's in the London market and

ent and capacity could do.

are being recruited in London to
run the business ofthe syndicates
in the New York exchange. Is this
an admission that the industry
lacks talent and all it can supply is
money?

American insurance industry en-

the New York Insurance Ex-

change to underwriters from

only contribution the American in-
surance industry has to make is
one ofmoney and notoneoftalent.

the flamboyant talk that sur-
rounded the formation of the ex-
change.

typical London underwriter would
react to the environment o f a U.S.

exchange, accustomed as they are
to the relative quiet and tranquility
ofthe Room at Lloyd's where bro-

talk in hushed tones. This is unlike

what I think we can expect here
from brokers who will exude

din of telephone bells and the
clacking of Telex machines.

London underwriters, I sincerely
hope that we can locate sufficient
underwriting talent within our
own industry to staff our own cre-
ation.

burg, Pa.

It was us

To the editor: The consultant

mentioned but not named in your
Apr. 16 article on Nashville wasour
firm.

Jack G. Harris

Vp, Insurance Audit & Inspection
Co., Indianapolis

No claims service

To the editor: As a regular reader

partment. It is any department.
Take last Friday, Good Friday

Continued on page 78
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A friend at your back.
Kemper support lets you go after
the larger group account.
The 100-500 employee account may be small to some f
companies but not to Kemper.

Because we're not overly big, we can give that
"larger" account our full attention, assigning a team

4

of specialists-sales, underwriting, administrative and
claims-to stay with it from start to finish. Consistent
and concerned involvement has always been a
Cavalry strength.

Our Medical plans are individually designed, not
packaged, with competitive experience rating and
pooling at $25,000 per claim. Kemper Major Medical
can provide comprehensive benefits or superimpose
a $1 million lifetime maximum on basic benefits to
pick up where other plans leave off. And our Group
Dental plan's flexibility rides ahead of the rest.

We know our way through Group Life and Special
Risk territory, too. You'll f ind Kemper benef its broad,
our features extensive and our limits, for many risks,
higher than most.

Kemper troops won't let your group account get lost
in the crowd. And we won't forget the agent who
helps us lead the way If this commitment to service
appeals to you, contact your nearest Kemper group
field specialist or write the Group insurance Depart-
ment, Kemper Insurance Companies, Long Grove,
lili nois 60049.

.

© 1979 Kemper Insurance Companies
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We're riding hard to serve you better.



We write ocean marine coverage for com-
panies like yours. Cargo. Hulls. R and L
And marine liabilities like chartereIs. 72rminal

operators. Landing owners. Ship repairers.
And stevedores.

As a full-line ocean marine insurer,
we write both primary and excess insurance.

And all in all, we're writing three
times more of this business than we were

in 1971. Over $44 million in premiums
in 1978 alone. All for one good reason:

Our service.

We keep improving on it at. The St.
Paul. Moving with all due speed on coverage Veketp
and claims. Solving unique coverage prob- --
lems. Paying bills. Doing it all through maiang 11]smnnce
full-semice regional offices in New York,
Chicago, Houston and San Francisco. And
we have 40 other service centers across better. aS!,Oul
the country.

Properly& LiabililyFind out how we can help you. See
Insurance

the Yellow Pages for the Independent
Insurance Agent representing The St. Paul.
And call.

Wewouldn't be
1.-*7-

es theocean
marine business

tz. * FF*9 ,\ /lili: ifweNIZ=---=-- - *-I-*-7

weretdo'
somethmg
better foryou.

U

f you Rldewndent'h Serving you through Independent Agents. St. Paul Fire and Marine Insurance C impany/Sr. Paul Mercury Insurance Company /The Sc. Paul Insurance Company/
\h)surm,reiGENT/ S:. Paul Guardian Insurance Company /Ilhe St. Paul Insurance Conpany of Illinjis: P-ope:ty and Liability Affiliates of The St. Paul Companies Inc., Saint Paul, Minnesota 55102.
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Competition: Leaders decry influences...
By STUART EMMRICH

CHICAGO-Competition.
Its praises as part o fthe capitalist

economy have been sung by econ-
omists from Adam Smith to John

Maynard Keynes. But unbridled

competition is the cause for many
of the ills now facing the insurance
industry, speakers charged at the
keynote risk management session
of the annual RIMS conference

here.

Heavyweights in the insurance
field from London, Bermuda and
the United States all placed the
blame for what they see as an in-
surance market threatening to go
Out of control on the par-

ticipants'-insurers', brokers',
buyers'-desire for profit at all
costs.

Underwriters, brokers and risk
managers all were charged with
ruining the insurance markets dur-
ing the spirited and barb-filled ses-

sion before more than 2,000 people
midweek during the April 30 to
May 4 conference.

The emphasis on who was most
guilty, however, varied with the

"Whomsoever calleth the

shots, it is not 1," declares bro-
ker Gordon Henry about market
control

perspective of the speaker.
Among the most blun: cf tie

speakers wasRobin Jackson, man-

aging director of Merrett Di:ey
Syndicates of London: "I can:h.nk

ofnootherproductwhichhasbeen
handled, packaged and sold in
such an irresponsible manner for
so long by so many people."

He lashed out at risk rranaers,
saying, "They have become icn-
vinced that if tneydonotiet arate
reduction they will be failing in
their duty." L.kewise, he bla:ted

brokers for being "mainly in-
terested in increasing the.r own

earnings at theexpense of:hecom-
petitors." Underwriters weren't

spared, as he said, "the coribir.a-
tion of greed and ego and =he need

for continuous growth in pre-
miums and short term products
has overwhelmed responsibleitti-
tudes." All of these. said Air. Jack-
son, have cor.tributed to the"grcss
mismanagement" of the insurance

industry durng the past decade.
Mr. Jackson's comments were

among the most direct of the cay,

but his criticisms gained pleizy of

"The colonists have learned

something in 200 years," re-
torts AIG president Hank Greer-
berg to Londcn skepticism.

r

support from the other speakers.
Maurice R. Greenberg, president

c f American International Group,
said the insurance industry is
dangerously ignoring the effects of
iiflation by lowering rates during a
time when all other costs are rising.

Although the speeches were
heavier on rhetoric than hard facts,
Leslie Dew, vp of the Bermuda-
based Insco Ltd., said competition
End price-cutting were getting so
5erce that he was turning down re-
newals because brokers and buy-
ers are demanding too much of a
discount.

"One renewal I turned down last

week was a leading Chicago retail
chain whose business was eventu-

ally won by a small Chicago office.
The coverage involved a $5 million
umbrella liability layer which had
been underwritten for a $375,000
premium charge for three years,

costing an average of about 19.5
cents per hundred dollars cover-
age The underwriter that won the

business provided $25 million in
coverage at a rate of about 11.25
cents for the first $5 million and a
rate of 5 cents for the next $15 mil-
lion over that.

"I consider that murder and sui-

cide," he argued.

"lconsiderthat murderand sui-

cide," complains Insco's Leslie
Dew of price cutting he's see-
ing.

4*LU a

egc has overwbelmed respon-
attitudes/' charges

 Lloyd's leader Fobin Jackson.

Graphic though Mr. Dew's ex-
ample might have been, however,
atleast one powerful U.S. broker in
the audience, a former risk man-

ager, questioned its validity in a
subsequent discussion. He won-
dered whether the rates cited had

actually declined because of com-
petitive forces or for other reasons,

such as the size of risks i-_sured,
improved loss prevention and low-
ered losses cr a decrease 17 the

number of exrosure ur.its on
which the rates would be based.

Other examples of the effects
competition is having on the in-
dustry came frc m several speakers

Continued 07: page 68

... And claim they have none
CHICAGO-It was among the most presti- ence over the market than some _owly bro-

gious gatherings in the insurance industry. ker in Rochester.

 Four men, each a powerful influence in the "Whomsoever calleth the shols, it is not I,"

worldwide market, on the same panel to talk said Mr. Henry, chairman cf Matthews
about who controls the insurance field to- Wrightson Holdings Ltd. of London, to :he
day. approving murmurs of his fellcw panelists.

The answer, of course, was obvious to the The others were equally adept at dellect-
more than 2,000 people who showed at the ing whatever influence there might be in she
Marriott's grand ballrooMUB hear them wax market to almost anyone in earshot.

eloquent: The four of them. "Who calls the shots?" asked Leslie Dew,
Not quite. vp of Bermuda's Ir.sco Ltd. "The consumer
To hear of each of them-Robin Jackson, of course. I'd like to think it is the reinsurer

Leslie Dew, Maurice R. Greenberg, E.J. Gor- and the underwriter second, bit that's 2 ust

don Henry-tell it, they held no more influ- Contintert on page 68

National commentators debate insurance issues
By JERRY GEISEL

CHICAGO-Two noted political
commentators, one conservative
and the other liberal. clashed

sharply at the closing session here
of the 1979 RIMS conference over

whether a national health insur-

ance program should be enacted.
James J. Kilpatrick, a conserva-

tive syndicated columnist, said na-
tional health insurance is unneces-

sary because about 90% of Ameri-
cans already are covered by public
or private health insurance plans.

But Shana Alexander, who ap-
pears weekly along with Mr.
Kilpatrick on the CBS news show
"60 Minutes," said a national

health insurance plan offers the
best hope o f curbing rising health
care costs, which are expected to
top the $200 billion mark this year.

They also debated the merits of
no-fault insurance and federal reg-
ulations.

Ms. Alexander pointed to Can-
ada, whose 10 provinces and two
territories sponsor comprehensive
prepaid health care plans to all res-
idents, as an example of how na-
tional health insurance has sue-

cessfully restrained costs.
In 1968, just before Canada

adopted its last phase of national
health insurance, the U.S. and Can-

ada were eachspending 6.2% of:he
gross national prcduct cn nzalth
care. Ten years later, health zare
expenditures in the U.S. eon-
sumed 8.8% of GNP. but in Car.Eda

health care orly soakedup 1. LP:, of
GNP, Ms. Aexander noted.

Mr. Kilpatriuk warned tha-.adop-

Photo Jer:-y Geise-

Conservative commentator James

Kilpatrick argues that national
health insurance would be too ex-

pensive.

tion of national health insurance
would lead to an enormous in-

crease in federal expenditures. Na-
tional health insurance could swell

the federal budget by as much as
$189 billion, he said.

"Where is that money going to

come from? Higher taxes of
course," Mr. Kilpatrick said.
"There is no such thing as a free
lunch," he added.

Mr. Kilpatrick said national
health insurance would rob Ameri-

cans of the free choice they now

have in selecting benefits from the

Finale draws SRO crowd

CHICAGO-It was standing room only at "Kaleido-
scope," the final closing session ofthe RIMS conference as
RIMS registrants and their spouses jammed the Marriott
grand ballroom to hear political commentators James
Kilpatrick and Shana Alexander square o ff on a wide range
of insurance and social issues.

Aside from the attraction of hearing the eloquent Mr.
Kilpatrick and the equally articulate Ms. Alexander, Kalei-
doscope offered a stunning smorgasboard ofcheeses, fruits
and breakfast sausages. At times more than 500 persons
were standing in line at the INA-sponsored brunch buffet
tables.

Prior to the hour-long debate between Mr. Kilpatrick and
Ms. Alexander, registrants and spouses listened to the
brassy sounds of the Red Norvo quartet in the massive,
darkened ballroom.

Kaleidoscope was the result of RIMS inviting INA to
sponsor a significant closing event that would be appropri-
ate and entertaining for conference registrantshnd spouses.

hundreds of insurance ccmpanies
that offer hospital and meiieal in-
surance plans. Diversity _E always
better than reginentatior. Dfbene-
fits, he added.

Ms. Alexand€r countered that

national health insurance enjoys
Con: inued on page 68

Photo: Jerry Geisel

Liberal commentator Shana Alex-
ander claims a national health in-

surance plan can curb rising health
care costs.
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CHICAGO-The mathematical

tools ofrisk management decision-
making are little-used but much-
discussed among risk managers
gathered to talk about the cutting
edge o f their profession.

This was evident at a RIMS con-

ference seminar attended by 50 or
so insurance buyers, brokers, in-
surers and consultants eager to
learn from a panel o f four speakers
what could be done with probabil-
ity distributions, econometric fore-
castingand computerized data sys-
tems.

In an audience with about one-

third insurance buyers and risk
managers and two-thirds suppliers
of insurance or services, only
about three people indicated
they'd ever even attempted to do a
distribution analysis using a

14/business insurance, May 14, 1979

Lack of trust affects use of quantitative tools
By SUSAN ALT

11..

company's loss history over five
years to try and determine the best
deductible levels or the annual
level o f expected losses.

Perhaps part of the problem is
thatsmallercompaniesappearsty-
mied by a lack of losses to analyze,
a dilemma indicated by a member
of the audience who asked hope-
fully how many different losses or
events there have to be before a

good distribution analysis can be
made.

He looked crestfallen to hear
Tom C. Allen of Fred S. James &

Co. say that at least 1,000 separate
events or losses are necessary be-
fore a valid graphic picture of past
losses can be used for decision-

making.
On the other hand, moderator

Russell A. Drake, director of cor-
porate risk management for Bor-

some things
i-

are best left

to the experts ™

... like loss control

and risk management.
We're experts in...

• Accredited Industrial Hygiene
Laboratory Analysis

• Air and Water Pollution

• Claims Management
• Fire Protection Engineering
• Hospital Safety Management
• Industrial Hygiene
• Noise and Vibration

• Occupational Health
• Product Safety
• Safety
• Training and Education
• Ventilation Design

NATLSCO

National Loss Control Service Corporation
Long Grove, Illinois 60049•3121540-2400
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den Inc., doubted the value ofthe
use of probability distributions for
decision-making at the most basic
level. Though his views aren't
shared by a growing number of
risk managers in large corpora-
tions, he was adamant :hat he's
"done frequency and severity dis-
tributions for years, and has yet to
use them for decision-making.

"We rely on a good lunch, atleast
one glass of wine and close our
doors to do our thing and come up
with our ideas" of what deducti-

bles and stop-loss levels should be,
he said. His department relies on
gut feel for the situation and intui-
tive judgment more than any
mathematical process.

Mr. Drake defended his methods

on the grounds thatexperience has
been good to him, his forecasts of
losses have been very close to the
mark. And he doesn't seem ready
to alterhis methods or accept some
of the computerized analytical
techniques others relish.

"We work 11/2 years ahead, so we
are forecasting this year what we
think expected losses will be in
1981, based on our knowledge of
this year and our feel for the econ-
omy and things like workers com-
pensation benefit levels in the
states. Our accuracy over the last
five years doing it this way has
been within 1.5%deviation on total

losses of between $13 million and
$15 million a year."

Mr. Drake maintained that most

risk management decisions are
based on subjective judgments

NATLSCO

4%

Call NATLSCO TOLL-FREE:
800-323-9585

Consultants to management.

some things
are best

left to the experts 

a subsidiary of

-4
YE_ '

HempeR CORPORaTIOn

anyway. Even by using more com-
plex analytical techniques or com-
puterized modeling, "you're really
doing nothing more than guess-
ing" when trying to establish prob-
abilities and make other assump-
tions to predict future losses for
the comingyearorlonger, he main-
tained.

Despite the guesswork that goes
into forecasts, responded Duane E.
Allen, assistant treasurer o f Hanna
Mining Co., the value of well-
reasoned mathematical calcula-

tions for budget forecasts isn't ne-
gated. "I do budget forecasts for
five years into the future. And if
we're going to build a new facility,
I do 20-year forecasts," he noted,
indicating that nobody expects
them to be infallible. "At least it's

my best guess," he declared.
Mr. Allen did point out, though,

that the difficulty in using any of
the quantitative analysis or loss
forecasting techniques is that
"none of them work without loss

frequency." In some cases even
large companies like Hanna Min-
ing o ften fail to have the necessary
number of losses to do any valid
analysis. "For example," he said,
"we had only five auto accidents
last year and one product liability
claim."

Mr. Allen has applied distribu-
tion analysis and loss forecasting
techniques based on automated
loss simulations since 1959 in

many other property and casualty
areas.

For smaller companies, said Dr.
Allen, Fred S. James is compiling
a data base of almost 600,000
workers compensation claims in
manufacturing and retailing busi-
nesses. Companies short on loss
histories or events will be able to

use the experience of other firms
with similar exposures to extrapo-
late data and draw conclusions

about future losses.

A guide sometimes used to de-
cide how much to depend on these
mathematical tools in making de-
cisions is to give about 30% ofthe
weight to the mathematical analy-

sis and about 70% o fthe weighttoa
manager's "feel" for the past and
the future, said Michael W. Bryant,
director of property and casualty
insurance at Westinghouse Elec-
tric Corp. "But in some situations,
I will sometimes base almost 100%

of a decision on my own knowl-
edge and understanding."

One of the most important ad-
vantages of mathematical risk
analysis, said Dr. Allen, is that a
manager can play "What if. . .?"
games, calculating what the out-
come would be if certain factors
were changed or if losses increased
more than expected. m

Insurers ignore
loss forecasting

CHICAGO-A recent survey of
executives of 10 leading insurance
companies indicates to Dr. Tom C.
Allen o f Fred S. James & Co. that

they haven't done enoughthinking
about econometric forecasting.

"In the survey I asked them what
would happen to their companies'
profit expectations and to their un-
derwriting practices if we had a
mild depression in 1980, with
about a 6% dip in GNP," he said.

Out of 10 responses, he received
nine totally different answers. A
significant share of them con-
tended that the insurance industry
is insulated against any slowdown

in the economy and that there
would be little or no effect, except
maybe to increase demand for in-
surance.

"What I gathered from the tenor
of their responses is that they
haven't even considered what

would happen in this situation," he
asserted. •



How to hold down
the cost of health
care st 42*'·* ,;

claims 2,--.- -

processing
and still be quick, fair, and

accurate with settlements
For employer and insurer alike, the cost containment. MCAUTO has proven
crisis is here-today. It takes more systems. Ones that will combat soaring
income, more profit to provide the benefit costs and ensure timely process-
benefits package and to process the ing for medical, dental, and vision
group claims. Many cost inflators are claims-without duplication or over-
squeezing companies now- and none payment. We are operating these
is more visible than those affecting systems today-for a worldwide manu-
employee benefits. No longer can webe facturer with 100,000 employees. And
content with "explaining" these away. for companies in the insurance indus-
Many are concerned about cost con- try. We can do the same for you.
tainment-but MCAUTO is one of To learn more about our Employee
those doing something about it. Benefit and Group Claims Processing
Right now. Systems, write to Mr. W. R. Vickroy,

Experts agree that a well designed MCAUTO, Dept. KK-500, Box 516,
and operated computer-based informa- St. Louis, MO 63166. Or phone him at
tion system is one of the methods (314) 232-8021.
offering the greatest potential for cost

IVICA UTO® C-V/
MCDONNELL DOUGLAS>J.--
Setting the standard in data processing .--

MCAUTO is a registered trademark of McDonnell Douglas Automation Company
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INSURING ROMO,
THE FAMOUS

TALKING GORILLA,
CALLED FOR

MARKELABI ILITY.
A vocabulary of 351 worcs may not seem ade-

quate for college, but when the student is a gorilla that
can "talk" using American Sign Language, that student
is a prodigy.

j
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Markel Service, Inc., 5310 Markel Road, Richmoic, Virginia 23230• Telephone: (804) 282-5423. Tele<: 82-7455. WATS lineto Richmond:
80G446-6671• Offices in Atlanta, Boston, Calgary, Chicago, Dallas, Montreal, San Francisco, Tampa, Toronto.

Stanford University was understandably proud of
Koko and the graduate student whose research on
communication launched Koko's academic career. But

just in case Koko aped the antics of homo sapiens
students, the university wanted third party liability
protection.

Markel placed liability coverage on Koko in July,
1977 and subsequently on Michael,theyounger gorilla
who joined Koko as a language student. So far, Koko's
only destructiveness has been limited to minor inci-
dents such as tearing up sponges (and that definitely
falls within the deductible of the policy).

When Koko is confronted with the torn bits of
sponges and asked what it means, remorse shows in
her face as she answers "trouble!"

When you have a troubling situation, Call Markel.

Claims emphasis cuts

paper company's costs
By MARY ELLEN McKEE

CHICAGO-International Paper
Co. has saved approximately $3.5
million in disability costs in two
years, proving there's more than
one way to trim escalating costs of
benefits.

G. Richard Androvic, manager
of compensation and benefits for
the New York-based paper com-
pany, skirted any changes in plan
design and plan funding arrange-
ments, both common targets when
a company tries to cut costs.

Instead, he zeroed in on the ac-
tual administration of the plan.

All benefit costs at International

Paper reached $160 billion in 1978,
representing costs rising at a rate
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of $10 billion per year since 1970.
Costs increased $21 billion be-
tween 1975 and 1976 alone.

"We found that a large percent-
age of our costs were attributed to
the abuse and misuse of the dis-

ability claims payment system,"
Mr. Androvic explained.

The company decided to devise a
way in which to attack claims
abuse and misuse. At the same
time it wanted to meet the needs of
the employe and the company, re-
tain the competitive nature of
the benefit, develop cost efficien-
cies and orchestrate an integration
of statutory benefits. The last was
especially important since Interna-
tional Paper has a 45% interna-
tional work force.

In establishing a formal method
of cutting disability claims, man-
agement first had to see how well
the employes in various locations
understood how to use the disabil-

ity benefit, Mr. Androvic said.
"What we found is that most of

the employes received their no-
tions on how to abuse and misuse
the system from fellow employes,
who found based on past experi-
ence that you can really milk the
system," Mr. Androvic noted.

"That's the kind o f problem that
feeds on itself. It won't get better
until you compel the claims ad-
ministrators ofthe various plans to
get out there and keep a re-
education process rolling non-
stop" the benefits and compensa-
tion manager noted.

"Setting the claims administra-
tion program in motion was sim-
ple," Mr. Androvic said. To set it
off, the company emphasized its
position that misuse ofthe system
would not be tolerated and that
abuse undermines benefits.

"If your company decides to at-
tack its claims administration of

benefits, it must take several ag-
gressive steps," Mr. Androvic ex-
plained. They are:

. Conduct an ongoing and ex-
tensive profile of claims.

• Follow up claims to check the
quality of rehabilitation services
rendered and also ensure that the

employe's ailment is legitimate.
. Attend to disability cases after

the claims are filed and periodi-
cally after a certain degree of re-
covery has been achieved. "The
best thing a company can do is to
reinforce the point that a company
is providing the benefit forthe well
being of the employes," Mr. An-
drovic said.

• Work on the administratiye
details of the claims administra-
tion points with the union.

• Call in a claims consultant if
you don't have the expertise
within the company.

• Establish formal guidelines
for each claims department in each
outlet of the company.

Of all the time-consuming steps
involved in a claims administra-

tion revamp, the newest but the
most important oneisto work with
the medicalcommunity, maintains
Mr. Androvic. International Paper
found that going into the medical
community and explaining some
o f the in formation was vital to pro-
viding adequate benefits to the em-
ploye.

The New York-based company
found that one achieves a closer

camaraderie with the sometimes
aloof medical community by rein-
forcing the image of a company
concerned with the health of the
employes and the smooth and effi-
cient payment of claims. .



Covers You From The Ground UB
With construction boom-

ing overseas, insureds and ' '
brokers want builder':s risk

insurance made easier, and
AFIA has done it.

There's one Special Risk
Department at AFIA that . .
can handle all the contrac-

tor's risks in one program. . • '-L' I
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Builder's Risk, contractors 'i'*
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230 staffed offices permits
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the hazards involved. It 3 6
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PORTIAND and PHOENIX
... have the Assurex combination. If you require professional insurance services in
these areas, or elsewhere, we are close at hand... and backed by an international
brokerage organization with 69 offices and 4,000 specialists worldwide.

PARTNERS IN ASSUREX INTERNATIONAL
Call or Write:

MORSE, PAYSON & NOYES  OLLIVER/PILCHER AND
57 Exchange Street
Portland, Maine 04112 6150 North 16th Street

ASSOCIATES

207-775-7211 Phoenix, Arizona 85016
602-277-5703

See our ad on page 6

In Canada

Dental insurance soa rs

after wage fetters cut
CHICAGO-After being held in

check for the last three years dur-
ing wage and price controls, em-
ployer sponsored prepaid dental
programs are Canada's fastest
growing new benefit now that the
dontrols have been lifted.

During the three years of con-
frols, implementation of new
group dental plans almost ground
to a halt. It was generally believed
that employes preferred that the
small increases permitted in their
compensation go for wage hikes,
not for adding new benefits, John
M. Christie, assistant vp ofWilliam
M. Mercer Ltd., told a RIMS work-

The RO,RL
treatment.

It goes beyond ofTering your
customers a complete line of
inland marine.

It enables you to cover goods
and property in transit,
construction equipment: data
processing equipment: personal
floated. Bailees' customers;
installation risks. accounts

receivable and more.
See a bottleneck ahead? Our

specialists in local ofFices are always

available to help you customer-jze
ccverage to any ci Ients needs.

What does this mean to you?
An excellent oppcrtur* to
irrprove the quality and
profitability ofyour business. Ask
some of the agencies who have
been with us through 165 years of
developing innovative insurance
coverage.

Then contact your Royal-Globe
marketing representative.

Nobody insures it like Royal-Globe.

Royal-Globe Insurance Companies, 150 William Street, New York NY 10038

\:Zr-Y
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shop.
Now that the controls have been

lifted, dental plans are "the hottest
area" of benefit growth, Mr. Chris-
tie observed. By the end of the
year, as many as 60% of mgjor Ca-
nadian firms may be sponsoring
prepaid dental plans for their em-
ployes, he predicted.

In the health care field, a combi-
nation of generous government
and employer plans assures that
Canadian workers have protection
against hospital and medical bills,
Mr. Christie said.

Canada's 10 provinces and two
territories operate, with heavy fed-
eral assistance, health insurance

plans that cover hospital costs and
most medical-related expenses.

In addition, many Canadian
firms offer mgjor medical plans to
fill in the gaps not covered by the
provincial plans. These corporate
medical plans typically provide
such benefits as prescription
drugs, hearing aids, vision care and
a private or semi-private hospital
room, Mr. Christie said.

The satisfaction level of Cana-

dian employers and employes with
their provincial health insurance
plans is "pretty high," Mr. Christie
said. However, some Canadian
doctors, particularly in Ontario,
are grumbling that the fees they
are permitted to charge under the
provincial plans are too low.

As a result, an increasing num-
ber of doctors have chosen not to

participate in the plans and charge
their own fees rather than abide by
the fee schedules that are nego-
tiated annually by provincial and
medical association officials.

In Ontario, for example, as many

as 15% ofthe province's doctors no
longer participate in the provincial
health insurance plan. This in-

crease in "physician opt-outs" has
aroused the concern of govern-
ment officials, Mr. Christie said.
An effort may be made to stem this
growing exodus, he added.

In the pension arena, U.S. and
Canadian corporate retirement
plans differ in two key ways, Mr.
Christie said. Firstly, employe con-
tributions into Canadian pension
plans are tax deductible, As a re-

sult, corporate pension plans for
salaried employes are contribu-

tory.
By contrast, in the U.S., employe

corporate pension plans are not tax
deductible. Since there are no tax

advantages for employes to con-
tribute to their pensions, U.S. cor-
porate pension plans often are non-
contributory.

Furthermore, Canadian firms
often maintain separate pension
plans for top corporate executives
which provide higher benefits
than plans for salaried employes,
Mr. Christie said. In the U.S., the
pension reform law generally bars
such top management favoritism
in companies.

Canadian social security bene-
fits have been rising about
12.5% annually, Mr. Christie said.

This rise m benefits has prompted
the same concerns found in the

U.S. about the future solvency of
the social security fund.

However, the recent increase in
thenumberofwomenenteringthe

work force has swelled employe
contributions to the fund, putting
offfor another 10years areal finan-
cial funding crisis, he said. •



HOW DO YOU KNOW IF

YOU HAVE THE RIGHT

FIDUCIARY LIABILITY POLICY ?

THE INSURANCE BUYER'S ERISA QUIZ
0 Does your policy limit coverage to persons defined as fiduciaries?
0 Does your policy limit coverage to wrongful acts of insureds only?
0 Does your policy provide defense costs within the limits of liability?
Il Does your policy limit loss to damages by definition, and exclude non-pecuniary

daims?

El Does your policy by definition exclude employee benefits liability losses?
Il Does your policy include outside persons as insured fiduciaries?
0 Does your policy contain a limited retroactive acts exclusion?
Il Has your policy been purchased without the advice of competent legal counsel who

has rendered an opinion in writing as to which contract he felt offered the broadest
coverage?

If the answer to any of the above questions is
"Yes;' the chances are you have probably pur-
chased the wrong policy. And the real problem
is that you will probably never know until you
have an uninsured loss.

How do you know you have the right fiduciary
liability policy? There's only one way -to com-
pare. Remember-all policies are not created
equaL While all contracts may appear to be
similar, there can be substantial differences in
their terms and conditions -differences which
can be very significant-and costly. And, un-
fortunately, it's impossible to compare policies
without a thorough understanding of the law.
(ERISA)

The Professional Indemnity Agency, direct
Lloyd's correspondents, is one of the very few
insurance underwriters qualified to make sound
recommendations. Fiduciary liability coverage
is our business -our only business. We under-
stand this is a difficult business -and we re-
fuse to take the easy way out. Combining a
Fiduciary Liability and a Directors and Offi-

cers Policy may serve the best interests of the
insurance carrier and the broker, but it may
not serve your best interest because it may not
give your people the complete protection as
provided by the RI.A. form. The responsibil-
ities of persons covered under each policy are
quite different; in fact the law (ERISA) man-
dates this conflict. RI.A. does not deal directly
with insureds, but we will be happy to make
our facilities available to your agent or broker.

Before the enactment of ERISA, your sole re-
sponsibility was the guarding of corporate as-
sets. But now, because of this law, (ERISA)
you are faced with the tremendous additional
responsibility of protecting the personal as-
sets of your directors, officers and other em-
ployees. Youte got to be sure. You'Ve got to
compare. You've got to talk to the experts...
NOW!

Professional Indemnity Agency, Inc.
Professional Intermediaries Associates, Inc.
110 East 59th Street

New York, NY. 10022
Tel (212) 421-2033 Telex 14-8435
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Persuasion keys rental industry risk control plan
- a customer approaches or sur-

RIMS REPORT leasing him equipment, the risk
passes the revenues realized from

, manager has a strong case for tak-
ing him o ff the insurance policy.

CHICAGO The rental or leas-

ing company risk manager holds
one of the most challenging risk
management jobs, contends a for-
mer risk manager for a car leasing
firm who is now a broker.

"Insurers don't like this class of

business," observed Sal Scuderi,
assistant vp o f Marsh & MeLennan
and formerly risk manager for
Hertz Corp.

Indeed, small rental firms are
paying as much as 18% of gross
sales for liability insurance, Mr.
Scuderi said. Larger rental firms
with the capability of assuming
losses generally take $250,000 de-
ductibles on their liability insur-
ance just to get into the insurance
market. Then, however, they can
cut their premium costs to perhaps
4% of sales, Mr. Scuderi observed
at a session for rental company risk
managers at the RIMS conference

Quiet

Quality.

here.

One of the insurance industry's
chief complaints against the leas-
ing business is the corporate risk
manager has no control over the
drivers of the rented vehicles.

While many commercial enter-
prisesrentingequipmentandvehi-
cles can and do provide their own
liability insurance, many commer-
cial customers still request that
they be insured under the rental
company's policy.

The customers that demand the

insurance are oftenthe worstrisks,
one risk manager observed.

But the rental company risk
managers are flexingtheirmuscles

to exert some control, sometimes

clashing with the marketing force
that wants to sign up customers.

One effective loss control ap-
proach would be gaining the au-

thority to approve providing the
insurance in contract with a cus-

tomer, Mr. Scuderi .said. His rec-
ommendation, however, was

greeted with nervous laughter

from the risk managers who admit
that authority won't land on their
desks.

"We can suggest, advise, recom-
mend, but we can't implement,"
confessed the risk, manager for a
major car rental company.

Advice and recommendations

on customers can carry more clout
when one bombards management
with statistics, it was suggested.
"Develop a list of unprofitable ac-
counts," Mr. Scuderi said. When

the cost of providing insurance for

ROLLINS BURPICK
HUNTER

The risk manager should also re-
quest loss statistics on every new
customer to come under the

company's policy. "If anyone
doesn't give them it's a red flag,"
Mr. Scuderi suggested. The mar-
keting force is likely to object to
requesting so much information
from potential customers, butthey
have to be educated that it's

needed, said another risk manager.
Shortofremovingatroublesome

customer from the insurance pol-
icy, "make the customers responsi-
ble for some part of the physical
damage," Mr. Scuderi suggested.

Gentle persuasion could and has
been effective in controlling

Multinational Insurance Brokers

World Headquarters

10 South Riverside Plaza

Chicago, Illinois 60606

losses, suggested two risk man-
agers at the session.

"We have to get society to drive
more safely," maintained Rolland
L. Krefall, director ofinsurance for
National Car Rental System Inc.
"We don't have the girl at the
counter saying, Drive safely. As an
industry we ought to advertise it."

Jerry Thomas, insurance admin-
istrator for Ryder Truck Rental
Inc. observed that speed and fa-
tigue are the major causes of acci-
dents. The company pushes a dol-
lar and cents comparison of driv-
ing 55 mph versus 62 mph. "That
sells," he observed, except when
the driver is paid by the number of
miles and not the trip."

Controlling the size of a claim
payment after a loss is an often
overlooked risk reduction tech-

nique, suggested Phil Schuster, di-
rector of risk management for
Leaseway Corp.

"The concept of claims manage-
ment should start when looking at
the insurer or claims servicing or-
ganization," he said. "What kind of
control will they give you over
claims? Will you get the files on
certain sized claims? Will they no-
tify you of reserves or consult you '
on settlements? Can you get au-
thority to approve settlements?"

Leaseway's underwriter must
secure the company's approval be-
fore paying more than $5,000 on an
auto claim. Not wanting to offend
the underwriter, Mr. Schuster de-
clined to name the company, but
noted ultimately the cost ends up
in Leaseway's captive.

Mr. Schuster also recommends

regular checks of the claims ser-
vice. His claims check includes:

• Looking in on the mailroom;
checking for the oldest piece of
mail.

• Having lunch with the func-
tionaries, not management.

• Calling after hours to see how
they respond to an after-hours
claim report. •

Sa le of rented

items poses

product risk
CHICAGO-Rental companies

selling their cars and trucks face a
potential product liability expo-
sure much greater than that of the
average used car dealer, warns an
attorney.

The manufacturer is the first one
liable in a product liability suit,
says John Folsom. But the seller
has an obligation too. "And it's
greater (for leasing companies) be-
cause they exercise a lot of control
over the car," warns Mr. Folsom,
who is a partner in Dinner Levison
Co. of San Francisco.

Selling rental cars or other
leased equipment to a wholesaler
rather than retailing it doesn't pro-
tect the seller from suits. But, "it
adds another person to the chain"
in the litigation, Mr. Folsom noted.

Two ways to mitigate this prod-
uct liability exposure recom-
mended by Folsom are:

• Document the vehicle's life.
Check it aftereach lease and before

selling it. List all complaints about
it so it can be established later in
the face of a product liability suit
that the defect was latent. Liability
is then shifted to the manufacturer.

• Contract for the recondition-

ing work of a vehicle with another
firm.

The company should also be
sure that the comprehensive auto
policy is extended to cover prod-
uct liability suits when rental ve-
hicles are sold, Mr. Folsom
stressed.



NOTIFICATION OF FORMATION OF

AND AVAILABILITY OF MEMBER APPLICATION FORMS FOR

NEWYORK INSURANCE EXCHANGE, INC.

Pursuant to Section 425-a of the New York In-

surance.Law, the NeW York Insurance Ex-

change, Inc. has been formed on April 30, 1979.

As required by law, the Initial Meeting of

Underwriting Members and Broker Members

will be held at 10 A.M. on July 9, 1979 at Con-

ference Room B, The Chase Manhattan Bank

( National Association), One Chase Manhattan

Plaza, New York, New York 10005, for the pur-

pose of electing the Board of Governors, as

provided in the Constitution and By-Laws en-

acted by the State of New York, Only Under-

writing Member and BrokerMember applicants

which have been ·approved for membership by

the Initial Board of Governors prior to the date

of such meeting are entitled to vote at the Initial

Meeting. In order to give the Initial Board of

Governors sufficient time to process and con-

duet any necessary investigations with respect

to such applications prior to the Initial Meeting,

it is essential that such applications, appropri-

ately completed, be received at the Information

Center no later than June 4, 1979. Applications

received subsequent to that date or still pend-

ing after June 25, 1979 will be processed sub-

sequent to the Initial Meeting. There can, of

course, be no assurances.that delivery of an

application to the Information Center by June

4, 1979 will assure that the Initial Board of

Governors will be able to complete its investi-

gation or other processing of such application

by June 25, 1979; nor can there be any assur-

ances that any applicant will be approved for

membership by the Initial Board.

All applications for Underwriting and

Broker Members must be accompanied by,

among.other things, initiation and processing

fees and an opinion of counsel to the effect,

among other things, that such application has

been duly executed. In addition, applications

for Underwriting Members must be accompa-

nied by evidence as to compliance with the

statutory requirement of initial paid-in-capital

and surplus of at least $3,550,000.

Copies of the Exchange's Constitution and

By-Laws, which set forth the basic rules gov-

erning membership in the Exchange, the

enabling legislation and insurance department

regulation and the Certificate of Incorporation,

together with application forms for Underwrit-

ing Members and Broker Members may be

obtained by written request on an applicant's

letterhead to the Information Center of the

New York Insurance Exchange, Inc., c/o

College of Insurance, 123 William Street, New

York, New York 10038, such request to be

accompanied bya check or money order payable

to the Exchange in the amount of $25 to cover a

portion of the cost of supplying the materials.

MAURICE R. GREENBERG, Chairman
JEROME KRETCHMER, Secretary
HAROLD A. EcKMANN

MARTIN E. KAPLAN

DONALD KRAMER

RICHARD E. STEWART

FRANK J. TASCO

Initial Board of Governors
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HERBERT L. JAMISON& CO.
90 Park Avenue, New York, N.Y. 10016 • Area Code 212-490-7670

EMPLOYEE BENEFITS

• Plan Design & Administration
• Employee Communications
• Third Party Claim Facilities -

In shopping mails

Safety, claims program

checks premium spiral
CHICAGO-After almost a dec- -

ade of watching liability insurance

rates go up at its New Jersey malls
at an average of 20% to 25%, Rouse

Co. halted that spiral last year by
implementing detailed loss pre-
vention and claims investigating
procedures.

Risk management officials at the
Maryland-based company say they
held the ground on .increasing
rates by grilling mall managers and .

employes on how to look for poten-
tial problems and then deal with
incidents when they. occur. .The
success of the formalized educa-

tion program has given the com-

Were the Linus Yale of packaged
insurance If anybody can .'.

lock every kind
of coverage you
need into one .k.-*4·444

secure policy j.81.'::.gl.'' .

itts US. ....
*0,/ .:*4- '

Continental invented thejirst C
Comprehensive Business Pol-
icy (CBP) in 1963. And we'ue
been improving it euer since + 6fv
0 In one admirably Jlexible
multi-peril package, you can %6 T-:Mk
get every kind of property and
liability protection that the 11 .1' •IL The pin tumbler lock,
average business needs (ex- A invented by Linus'Yale
cept for workers' compensa- 1 in 1848tion which must be written

separatelll). You can also get /9
many kinds of specialized
protection that your business
might need. Such as inland
marine. And boiler and mach- F

r:r -it. t'r

' inery with its exacting inspec-
tion service requirements. Il .
CBP is highly cost-emcient So your mult*le coverages are
less expensive in ourpackage than they would be ifyou tried
to buy them separately. El Continental is uniquely qual[fied
to create a protection package-for any business. 0 First, we
have more experience writing this kind of policy than any
other company. Il Second. we handle so many kinds ofin- GETTHIS FREE 32-PAGE BOOKLET:
surance, and write so much ofeach, that we'ue become expert "WHATYOUSHOULD
in every phase. (Including accident and health, bad debt Wh**u

insurance, and euen surety andfidelity bonds.) CThird, more
KNOW ABOUT  should knowabout,

MADE

than 10,000 independent agents and countless brokers MADE TO 6RDER
BUSINESS

TO ORDER

work with our 36 Continental bmnch offices, each of which BUSINESS INSURANCE INSURANCE ,
BACKAGES

handles the underwriting,pricing and claimsservice-forits own PACKAGES'
area. Il Finally, we're a multi-national company, completely _____________
famitiar with international insuranceandits multitude ofreg-
ulations. And capable Qf protecting your business interests Please send me your free booklet on business

insurance packages.
anywhere in the world. C]Packaged insurance canimprove risk

Name

L management €Bctency jor most businesses.
/ Find out £3 yours & one of them. Send for our

Company

StrAP· -

 / highly informative -free 32-page booklet. Today.
City

State 7IP

*jut The Con:inen:al Insurance Companies Mail to: Corporate Communications. Dept. 101

subsidiaries of The Contincntal Corporation The Continental insurance Companies
80 Maiden Lane, New Ybrk, N.Y 10038

Inventors of the Comprehensive Business Policy

RIMS REPORT

pany hope about the future of its
insurance rates.

"To hold firm for even one year

was a real breakthrough," said
Steven Sachs of Rouse, while

speaking at a real estate industry
session at the RIMS conference.

The progTam focused on making
the individual mall managers real-
ize that their rents were affected by
the cost of insurance and that they
better start taking more control
overtheareaofinjuriesandclaims.

Making them conscious of not
encouraging claims in areas where
there might not be any helped, too.
For instance, when someone fellin
a mall, the manager or security
guard was supposed to go to him
immediately, calmly introduce
himself and try to elicit the
person's name. Then, coolly and
with little outward sign, he was
supposed to note the condition of
the person, whether he appeared
intoxicated, the lighting of the
area, any- structural. problems,
whether there was any water
around and what store owners (and
possible witnesses) might have
been in the area when the incident

occurred.

All this would be computed on a
form when the manager got back
to his office and filed away in case
there was a claim reported in the
future. Attached to it would be a

picture taken at the scene right af-
ter the incident was over.

Of paramount importance, Mr.
Sachs said, was that the manager
not encourage, either through ac-

tions or words, any thought by the
person that he might be able to file
a claim. Also, the"incident" would
not be considered reason enough
to file a report with the insurance

company unless an actual claim
was made.

By not overreactingnorignoring
incidents like these, and by learn-

ing to look closely at malls for po-
tential problems, Mr. Sachs said
companies may not "stop pre-
mium increases, but you should be
able to slow the rate of increase."

One other way that companies
have to improve their chances of

escaping high claims losses is by
backing up the safety inspections
of underwriters, Mr. Sachs and

other risk managers said.
"Insurance companies are great

at post-loss engineering, but not
that great at spotting in advance
what problems there might have
been in construction," complained

Aubrey Griffith, risk manager of
Union Realty in Memphis.

Mr. Sachs agreed. "We had a
playground in one of our malls that

was a literal death trap for chil-
dren. When the insurance com-

pany came back to us with a report

on the mall, they said everything
was just wonderful, and they espe-
cially liked the playground. It took

one of our people to spot the prob-
lems there." .

Group life sales up
Group life insurance set up under
new or revised group contracts to-
taled $10.2 billion in January, com-
pared with $7.68 billion a year ear-
lier. Industrial life insurance pur-
chases in January were $432 mil-
lion compared with $443 million a
year earlier. Total purchases in
January were $32 billion, com-
pared with $26 billion a year ear-
lier.
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«The cash,flow advantages of self insuring
plus the administrative savings are vital to
MontgomeTy Ward. . ."
"Our commercial auto liability and

workers' compensation are virtually all
self-funded, which means we hold sub-
stantial reserves that would otherwise

move out as premiums. The two related
advantages are annual improvements in
cash-flow, and investment capacity that
can be applied in various ways.

"With ESIS handling administra-
tion, I'd estimate that in automobile lia-
bility alone we've cut overhead by half.
We rely on ESIS for expertise in claims
adjustment, prompt action in handling
paperwork and details...plus in-depth
knowledge of state regulations.

"Montgomery Ward's self-insurance
program is complex and becoming more
so. Yet my department consists of only
three managers and six clerical person-

nel. A lot of the credit for being able to
operate with so lean a staff goes to ESIS.
They give a high degree of personal at-
tention to the changing conditions we
face as a company."

More and more risk managers are
turning to ESIS. Why? ESIS, the leading
risk management services company, pro-
vides specialized programs in claim man-
agement, loss control, statistical analysis,
safety and health training, rehabilitation,
subrogation, salvage and other related ser-
vices normally petfdrmed by an insurance
canier. 76 find out how ESIS can help your
company 9 self-insurance program, write
to us or contact your insurance agent or
broken

ESIS PROFILES IN

RISK MANAGEMENT

Joseph E. Fowl
Corporate Insurance Manager
Montgomery Ward & Company

An INA Corporation Company
4050 Wilshire Blvd., Los Angeles, CA 90010
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New pension bill improves the system: Javits aide
By JERRY GEISEL

CHICAGO-The latest compre-
hensive congressional legislation
to revamp the pension reform law
is an attempt to ensure thatthe pri-
vate pension plan system is strong
enough to meet the retirement in-
come needs ofAmerica's vastly ex-
panding pool ofretirees, maintains
a top Senate aide.

Sen. Harrison Williams (D-N.J.)
and Sen. Jacob Javits's (R.N.Y.)
new bill (S. 209) would strengthen
the private pension plan system by
giving tax credits to small employ
ers that start new plans and by al
lowing tax deductions for employe
contributions into corporate pen
sion plans. Peter Turza, Senator
Javit's aide on pensi6ns, told a
RIMS general session.

In addition, Sens. Williams and
Javits's bill would make ERISA a

little easier to live with by drop
ping some currently required re

Photo: George Poulous

"Death should not mean a forfeit

of (pension) benefits," argues
Javits aide Peter Turza.

porting forms and establishing a
single federal agency to administer
the pension law, scrapping the
present tripartite system.

The new federal agency, the
Employe Benefits Commission,

would take over the present
ERISA-related responsibilities of
the Labor Department, the Inter-
nal Revenue Service and the Pen-

sion Benefit Guaranty Corp. That
would cut down on red tape and
bureaucratic inefficiency, Mr
Turza asserted.

However, the single agency ap
proach recently came under fire
from some members of the busi-

ness community who believe that
the government should concen-
trate on the "unfinished" business

o fissuing final pension regulations
rather than making dramatic regu-
latory shifts.

Mr. Turza conceded that a provi-
sion in the Williams-Javits bill call-

ing for mandatory joint survivor's
benefits has drawn a lot of flack

from business and insurance trade

groups. Under this provision, a
surviving spouse would be entitled
to the deceased's vested pension.

Business groups contend that
adding mandatory survivor's pen-
sion is unnecessary since corpo-
rate group life insurance plans as-
sure that a surviving spouse will

Malpractice plan
Hull & Co. (California) Inc. in
Santa Ana offers a new program
for clinical malpractice including
blood banks, acupuncture clinics,
out-patient clinics, half-way
houses and counseling facilities.

receive adequate dea* benefits.
But Mr. Turza pointed out that

"death should not mean a forfeitof

benefits. We felt vested means

vested. Something should be
paid." It isn't fair that if, for exam-
ple, a 45-year old worker with a
fully vested pension benefit

RIMS REP.eRT

should die that the spouse is un-
able to receive this benei:.

A strong effort will be mounted

to knock the mandatory survivor's
benefit out of the bill, "but my
guess is that rhe provision will stay

in," Mr. Turza predicted.
The Williams-Javits bill at-

tempts to tdance the competing
interests on whether ERISA pre-
vents states from enforcing benefit

requirements, he said.
Some members of Congress be-

lieve states have the right to pass
laws requiring specific benefits,
but others contend that ERISA

preempts the states from imposing
benefit requirements.

The new bill tries to seek the

Frank B Hall & Co
Worldwide Client Atlas

FlightSafety
The best safety device in any
aircraftis a welf tra,ned pdot

Rrd Aerospace &
Communlcations Corporation

GRUMMAN

GROUP INSURANCE TRUST

lII

ITT

JACOBS ENGINEERING GROUP INC

INTE!2 CONTINENTAL 4454
HOTELS



middle ground between these op-
posing positions by precluding
states from passing specific bene-
fit requirements, but saving from
ERISA preemption Hawaii's pre-
paid health care law or any sub-
stantially identical state law.

"It is quite hard to decide on
where to come down" on the pre-
emption issue, Mr. Turza observed.
It is difficult to eliminate the

hodge-podgecfvaryingstatebene-

RLO.Kelly Gur
People

Magonalarm
m®

! PEPSI 1

purolator

fit requirements that present prob-
lems for employers with multi-
state operations, without simulta-
neously wiping out "bona-fide"
state benefit laws, he explained.

During an earlier round ofhear-
ings on the bill, Sen. Williams
hinted thatthe preemption section
might be revised. Mr. Turza did not
give an indication of what shape
the revision would take, but he

noted that preemption "will be a

010
Rockwell
international

USBURAX
A MEMBER OF THE ITZ GROUB

debate to watch."

XCCR
XCOR INTERNATIONAL INC

Mr. Turza said he doubts if the

Senate would take an4 indepen-
dent action on possible legislation
to regulate public pension plans
which are now exempt from
ERISA jurisdiction.

Most likely a public pension bill
(PERISA)willbeintroducedinthe
House by Rep. John Erlenborn (R-
Ill.) later this year. "We will react to

their initiative," just as the Senate
set the pace in the drafting and
enacting of ERISA, Mr. Turzasaid.

If a PERISA type bill does gain
congressional approval, the legis-
lation only would make recom-
mendations concerning vesting
and funding requirements rather
than impose mandatory vesting
standards as ERISA does for pri-
vate pension plans, Mr. Turza
said. •
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Hea Ith plan
is sacred:

Union exec
CHICAGO-Health insurance

benefits are a "sacred cow" to
steelworkers that will be dearly
protected, counsels a union admin-
istrator.

Any attempt to shift any part of
health care costs to the workers

could result in a strike, warns Tho-
mas F. Duzak, director of insur-
ance and pensions for the United
Steelworkers of America.

The steelworkers sit down to the
bargaining table for a new contract
in 1980.

Health insurance is the "sacred
cow" of benefits and a strike could

result if employers demand that
workers pay deductibles or accept
co-payment provisions, Mr. Duzak
said here. "It's a very valuable ben-
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efit." United Auto Workers presi-
dent Douglas A. Fraser took the
same stand on the issue last month,
Mr. Duzak noted. Mr. Fraser stated

publicly the auto manufacturers
would invite "the longest strike
they've ever seen," if they at-
tempted to introduce employe
cost-sharing of health benefits into
upcoming negotiations (BI, April
301

Over the years, steelworkers
"have not done an outstanding
Job" in procuring wage increases,
making comprehensive benefits
vitally important as a measure of

income security, said Mr. Duzak.
He sympathized with corpora-

tions in their struggle to contain
health care costs and overutiliza-

tion of plans, but said charging a
deductible is not the way to con-
tain costs.

Rather, corporations and health
insurers should try to influence
hospitals and delivery systems to
institute cost-control measures, he

suggested. He sees little evidence
of that type effort by corporations
now, he said.

Deductibles and  co-payments,
Mr. Duzak said, may cause

workers to make "stupid judg-
ments" and neglect medical care
when they should have it "A
worker might not take a kid to the

doctor when he really needs to go,"
he explained.

"Hey, doc! Need primary or excess
hospital malpractice insurance? I'm
in the business!"

Specializing in
Hospital Malpractice

Product Liabilitv

Municipal Public Liability

Kidnap-Ransom

Captive Insurance Programs

ms
1070 Thomas Jefferson St., N.W.
Second Floor

Washington, D.C. 20007
Telephone 202-342-0600

DAMA COMPANY
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Theicemancometh.

Not many people have to be as cool merely in the loss control area, but in the
under pressure as the man in the intimidat- areas of underwriting and coverages as well.
ing mask. After all, being caught off guard For example, Allendale was the first to add
for a single second in a sixty minute contest riot, civil commotion and vandalism to its
could lead to the goal  basic policy as well as
that proves to be the ------- the first to include full

margin of defeat. To replacement and
avoid that dangerous boiler and machinery

situation takes phe- in standard property
nomenal concentra- coverage.

tion. It takes the abil- A key result of
ity to play at a consis- Allendale's stability

tentlyhigh level and has been the establish-

the nerve to avoid pan- * ment of many long-
icking no matter what term client relation-

the obstacles to vic- ......,... «0>.«
, - ships. In fact, the typi-

tory. It takes, to put it . , , ' cal Allendale policy-
briefly, a specialist. holder has been with

It's not unusual for an insurance com- us for more than 20 years, while some have
pany to offer a coverage one year and then been with us for more than 100 years.
fail to offer it the next because of substantial Included in these accounts are a significant
losses in that particular market area. After majority of both the Fortune 500 and the
all, for an insurer to be consistent within a Canadian Top 200 industrials; companies
market, be it hard or soft, and to avoid pan- that have become and remained our clients
icking at the sight of a few setbacks, it must because of their commitment to maintain
have the resources to provide appropriate acceptable loss control standards.
coverages on a long-term basis. It must have Perhaps all of your risks won't require
the ability to be patient. It must be, to put it second to second monitoring. Nevertheless,
simply, a specialist. we believe you'll be glad to know that what-

For over 140 years, Allendale has been ever these risks are, at Allendale we won't
providing its insureds with a consistent mar- take them lightly. Allendale Mutual Insurance
ket in a wide variety of ways. To accomplish Company, Allendale Park, Johnston,
this stability, innovation was necessary not Rhode Island 02919.

65157
1 1,1 8--i i-rn 11

Allendale Insurance
Theproperly insumnce spedalists.
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FOffr WAYNE and LOS ANGELES
... have the Assurex combination. If you require professional insurance services in
these areas, or elsewhere, we are close at hand... and backed by an international
brokerage organization with 69 offices and 4,000 specialists worldwide.

PARTNERS IN ASSUREX INTERNATIONAL
Call or Write:

INSURANCE & RISK KINDLER & LAUCCI

MANAGEMENT

Eighth Floor Los Angeles, California 90017
Indiana Bank Building 213-484-0220

915 South Clinton Street

Fort Wayne, Indiana 46801
219-743-7441

1545 Wilshire Boulevard

See our ad on page 6

Insurer describes criteria

for writing excess cover
CHICAGO-Several factors

shape an insurance company's
evaluation on whether it will sup-
ply excess insurance to an em-
ployer self-insuring workers com-
pensation exposures.

First, excess insurers want evi-
dence that the employer's risk
management staff is capable o f in-
stalling and maintaining a good
loss prevention program, said
Royal Youngs, vp of Employers
Reinsurance Corp.

In addition, excess insurers ex-
pect that the employer be willing
to deal with injured workers in a
fair way so that claims can be
quickly closed, he said.

Furthermore, insurers want

clear, easy-to-understand reports

$3 billion in commercial properly
coverage says Charter can handle it.
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No matter what your cornmercial property
insurance needs, you can count on Charter to give
you the plan most likely to reduce premiums and
administrative costs, and expand coverage.

The fact that we provide insurance on more than
three billion dollars in property worldwide tells
you we have the experience, the contacts with.
carriers, the trained personnel and the competitive
pricing you want. And Charter is an industry
leader in designing innovative and efficient 1
approaches to coverage.

Present customers include property management'
companies, financial institutions, property
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owners, property partnerships, real estate trusts,
pension funds and both corporate and private
aircraft owners.

We'd like to show you the kind of service that's
made them Charter customers. So give us your
commercial property coverage problem. Over
$3 billion of experience says Charter can handle it.
Charter Insurance, Inc. is a member of the Charter
- Insurance Group, w-hich is a subsidiary

of The Charter Company.

Insurance
Inc

The Charter Company ranks 178th on Fortune's list ofthe top 500 American Co*orations.

Agents/Brokers · 220 N. Main Street · Jacksonville, Florida 32202 · 904/358-4325 · TELEX 56-350
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describing a company's manufac-
turing operations so they can gain
a better handle on measuring the
firm's potential exposures.

Underwriters prefer, though
they do not insist, that the em-
ployer hire a servicing company to
adjust claims and provide engi-
neering safety services. However,
an excess insurer will occasionally
provide coverage to a company
that self-administers its workers
compensation if the firm has top-
notch claims and loss control staf-
fers, Mr. Youngs said.

Two basic kinds ofexcess insur-
ance are available for companies
that want to self-insure a chunk of

their workers compensation expo-
sures, Mr. Youngs told a seminar
on self-insuring workers compen-
sation.

Specific excess insurance is pur-
chased to cover individual cata-
strophic losses above the self-
insured retention, Mr. Ydungs
said.

A self-insurance fund sponsored
by the Associated Industries of
Florida, for example, purchases
two layers of specific excess insur-
ance. The first layer covers any in-
dividual loss from $100,000 to $1
million, while the, second layer
covers losses from $1.1 million to
$2.1 million.

For added protection, a com-
pany self-insuring workers com-
pensation can buy aggregate ex-
cess insurance, Mr. Youngs said.
Under an aggregate excess policy,
the self-insured company es-

tablishes a fund to pay claims.
Once the fund is exhausted, the ag-
gregate policy will pay all claims
over a certain number of years, up
to,the limit of the policy. .

Hidden costs

cut savings

of self-funding
CHICAGO-Risk managers

should be careful not to overlook
the "hidden costs" of self-

insurance before deciding to
switch to a self-insured workers

compensation program, advises an
expert.

Frequently overlooked costs of
self-insuring workers compensa-
tion include purchasing excess in-
surance and loss control services,

says Robert C. Kent, assistant vp at
Rollins Burdick Hunter Co.

Bonding fees and the expense of
gaining state. approval to operate
as a self-insurer also fuel work-

ers compensation self-insurance
costs, Mr. Kent added.
 He warned that self-insuring

workers compensation may not be
every corporation's cup oftea. For
example, a company with only
marginal profits may lack the fi-
nancial resources to cover a large
self-insured loss.

Insurance companies that sup-
ply specific excess insurance for
firms that self-insure a portion of
their workers compensation risk
include American Home Assur-
ance Co., INA, Aetna Life and Ca-
sualty Co. and Employers Reinsur-
ance Corp.

Underwriters that are active in

the aggregate excess insurance
market for workers compensation
are Employers Reinsurance, Safe-
ty Mutual Corp. and American Mu-
tual, Mr. Kent said. •



Alternative compensation sought

Key man hea Ith benefit

under government fire
CHICAGO-Company medical

reimbursementbenefitsfortopex-
ecutives will be severely restricted
or prohibited by the government
next year, forcing employers to ei-
ther change those popular plans or
find other ways to compensate key
employes.

Because these so-called "first

dollar" medical payment pro-
grams normally only cover senior
executives, the government thinks
they are illegally discriminatory
and have to be opened up to a wi-
der range of employes or elimina-
ted.

Medical reimbursement plans
for key executives have become in-
creasingly popular employe bene-
fits in the last five years. They sup-
plement a company's basic health
and m4jor medical plans by reim-
bursing 100% of the medical costs
of key executives, and sometimes
of their families. Under these

plans, for example, an employer
pays for the full cost of suchthings
as physical examinations, pre-
scription drugs or hospital care
disregarding the deductibles or
20% coinsurance that's usually re-

quired under the basic health ben-
efit plans for lower levelemployes.

Companies can try to get around
this costly requirement that all
workers be offered the plan by ei-
ther tightening the rules for
entry-such as years ·of service or
age-or by using an insurance pol-
icy to cover the costs.

Because of quirks in the law, an
insured health plan can be as dis-
criminatory as the company wants,
said Michael Yates of A.M.

D'Alessandro & Co. Inc. However,
using captives for this can cause
other legal problems, he warned.

Speaking at an employe benefits
workshop at the RIMS conference
here, Mr. Yates said employers
could also get around the law by
allowing reimbursements to be de-
clared taxable income for em-

ployes and either paying the em-
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ployes' tax or raising their gross
pay to cover the additional taxes.

But because these alternatives

might seem self-defeating to em-
ployers, some are looking forother
ways of compensating employes
that do not have the same legal
problems.

Amongthemostpopularwaysof
increasing benefits to these execu-
tive employes are various stock op-
tion plans. Two of the newest are
"stock appreciation rights" and
"phantom" stock plans.

With a stock appreciation right,
usually offered in tandem with a
standard non-qualified stock op-

tion plan, an employe is offered the
right to buy a number of shares at
their current price in future years.
For example, if a stock was origi-
nally selling at $20 and jumped to
$100 at the specified time of pur-
chase, the employe could still buy
it at $20. If an employe doesn't
want to buy the stock, but instead
exercises a stock appreciation
right, the employe can collect the
$80 difference between the two

prices.
The only restrictions on this ben-

efit are that it is taxable income,
can't be exercised for at least six

months and can only be done
within three to 12 days aftera quar-

terly report is issued.
Under a "phantom" stock plan,

an employe gets a bonus tied to the
rising price of the company's
stock. He is awarded a number of

shares of phantom stock and then
in a few years he is paid the value o f
that stock at current prices.

This benefit is attractive. to em-

ployers because it involves no ac-
tual transfer of stock and as such

does not have to be approved ei-
ther by a board o f directors or the
shareholders. •

Risk society grows up,

annual report illustrates
NEW YORK-The Risk & Insur-

ance Management Society's an-
nual report for fiscal 1977-78 de-
picts a maturing pro fessional orga-
nization for risk managers.

The society is growing finan-
cially and in membership, is nur-
turing educational, research and
communication campaigns and is
solidifying relationships with gov-
ernmental and industry groups.

RIMS's total revenues for 1978

increased to $1.5 million, up 22%
from $1.2 million in 1977. Total ex-
penses increased to $1.4 million,
up 33% from $1 million in 1977.
RIMS ended the year with excess
revenues of $115,267, which
brought the general fund to
$491,635.

The annual RIMS conference

generated 56.5% of the society's
revenues in 1978. More than 400 ad-

ditional registrants attended the
1978 conference in New Orleans
than the 1977 conference in New

York, increasing revenues 22.4%to
$831,498 in 1978 from $679,157 in
1977.

The addition of 334 new mem-
bers also increased the society's
membership dues collections to
$263,045, up 25.7% from $209,297
collected in 1977. Three new chap-

ters were added in 1978-Central

Penn (Harrisburg), Cumberland
(Nashville) and Northeastern

Illinois-bringing the total num-

ber of RIMS chapters to 57 and
membership to over 2,800.

.RIMS's largest expenditures in-
clude the annual conference, up
21.8% to $467,694 in 1978, and ad-
ministration, up 17.2% to $203,500.
Other expenses include publica-
tion of the society's professional
journal, membership, education
and schools and research, the last
ofwhich was increased 55.5% from

1976 to $28,727. For the first time
the society identified the cost ofits
executive referral service: $19,952
in 1977-78.

OtherhighlightsofRIMS'sactiv-
ity in 1978 included:

. Development of job descrip-
tions and other guidelines to help
counsel companies seeking guid-
ance on the development of a risk
management department.

• Commission of Sibson & Co.

to conduct a study on the respons-
bilities and compensation of the
risk manager.

. Increased efforts by the insur-
ance market liaison committee to
meet with insurers to increase un-
derstanding between the risk man-
ager and insurer. •
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Personalized policy follows D&0 expert to INA
By JOANNE GAMLIN

CHICAGO-Bangar Punta Inc.
moved its directors and officers

(D&0) insurance to Insurance Co.
of North America from The Home
Insurance Co. because ofa person-
nel change.

Peter Wood, who set up the di-
rectors and officers coverage for
The Home was lured to INA.

Bangar Punta, a Greenwich,
Conn., company which counts
Smith & Wesson as one ofits subsi-

diaries, moved its D&0 coverage
whenitwasupforrenewalonNov.
1, revealed risk manager Bob Wilt-
shire during a session on leisure
products industry at the RIMS
conference.

Mr. Wiltshire, who with John
Pinner, assistant treasurer for Mat-
tel Inc., led the session, said the

entire D&0 market is comprised o f

only about seven insurers. Three
insurers are in London and all the

insurers work on a highly personal
basis.

This personal nature ofthe busi-
ness is why the departure of Peter
Wood from The Home induced

him to move his D&0 coverage to
Mr. Wood's new home, Mr. Wilt-
shire said.

INA entered the D&0 marf@t
only late last spring.

Bill Geary, of INA in Philadel-
phia said the company's portion of
the D&0 market is still small.

However, he pointed out that INA
plans to make a major foray with
D&0 coverage in the Canadian
market in the near future.

Canada passed a law in 1976
mandatingthatallcompanieshave
D&O coverage by 1981. "INA plans
to capitalize on this law," he said.
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On the question of whether sub-
sidiaries should have separate
D&0 coverage, Mr Pinner said
that because Mattel is centralized,
he does not purchase separate
D&0 insurance coverage for the
company's subsidiaries. "If the of-
ficers and directors of the units

have a lot of separate power, they
should have separate D&0 cover-
age," he illustrated.

Mr. Pinner said he objects to the
question on D&0 applications of
whether company officials have
possible knowledge of future
claims. There are always one or
two officers who can envision a

possible future claim, he said.
In a session that touched on a

wide range of aspects of insurance

for leisure products companies,
Jack Biddick, corporate insurance
manager for Parker Pen Co. in
Janesville, Wis., illustrated the
growing influence of corporate in-

surance departments.

Mr. Biddick's department pre-
vented the acquisition by one of
Parker's subsidiaries ofa company
that the department feared would
generate large insurance losses but
small profits. His department's ob-
jections to the acquisition of an
aerospace component manufac-
turer by a Parker unit were effee-

tive when he pointed out that ev-
eryone from the bottom up is sued
when an airplane crashes, Mr. Bid-
dick said.

Mr. Pinner of Mattel noted his

department performs an insurance
audit on a pending acquisition de-

The Corroon & Black
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It helps business stay alive.
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pending on its magnitude. Such
an audit was performed, he said,

when Mattel recently acquired
Western Publishing.

But when Ringling Bros., a Mal- ,
tel subsidiary, purchased the Ice
Follies and Holiday-on-Ice in late I

March, he did nothing more than 
look at their insurance coverages, 
he said.

On loss control, low-cost items |
such as coffee and doughnuts and ,
pens are effective rewards for units
that reduce their loss ratios, Mr.
Pinner continued. Pointing out

that Mattel units are charged for 1
their losses, he said that subsi-

diaries that shrink sky-high loss ra-
tios, say from 100% to 20%, are
gratified by the recognition that
comes with nickel-and-dime re-

wards.

Mr. Pinner has also adopted a
system of having Mattel subsi-
diaries pay for the first visit to a
doctor by an injured worker whose

disability in a product loss is insig-
nificant enough to be taken care of
with a single trip to a physician. In
this manner, he said, product lia-
bility loss ratios are kept lower.

Mr. Pinner, who noted he be-

lieves risk managers have a right to
know what their broker is earning,
said that Johnson & Higgins, Los
Angeles, which has been the toy
manufacturer's principal broker
for several years, "stonewalls" on
the subject o f its commissions.

"They just won't talk about
them," he said. .

Design faults
underinsured:

agency exec
CHICAGO-If a construction

project topples or fails due to er-
rors in workmanship and design,
the loss could be greatly underin-
sured, warns Denis J. Shillington,
executive vp of Encon Insurance
Underwriting Agency Ltd.

Although the errors and omis-
sions portions o f many multi-peril
property policies are as high as
$500,000, "it still leaves a large gap
with respect to the errors in the de-
sign of projects," according to Mr.
Shillington of Ottawa, Canada.

As a result, "they are not covered
sufficiently" because losses stem-
ming from failure of a mgjor con-
struction project are usually sub-
stantially higher than those limits,
he told risk managers of construe-
tion companies at a seminar.

He pointed to two cases in recent
years where damages to structures
tied to faulty workmanship and de-
sign were found to be uninsured.
One of the cases involved a bridge
in Saskatchewan which collapsed.
The other was at a generating plant
in New Mexico, whose foundation
sank in the mud.

The claims were denied and the

denials were upheld in court be-
cause the insurance policies on
both did not specifically cover
losses from design deficiencies.

Mr. Shillington's firm insures
those types o f risks in Canada and
overseas. The company will open a
United States branch in the near

future to handle construction pro-
jects here. "The market and the
need is there," he said.

The coverage excludes struc-
tural failures triggered by winds,
fires, vandalism and other condi-
tions but is essentially insurance
for the "design professions, archi-
tects and engineers."

Encon's coverage is offered with
deductibles of $10,000 for cover-
ages on differences in structural
conditions and at $25,000 forerrors
in design, said Mr. Shillington. .



In our business, too,
it lakes mom than bmwado to make a star.

You have to be bold to get out
there and create a stir. But you'd better be con-
sistently good at what you do if you want to keep
them coming back.

In over forty years in the insur-
ance business, we've developed the expertise
that gives creativity its powen The result has
been recognition of our name and respect for our
ideas the world over.

So when Schinnerer & Co. comes

up with a new product, brokers know what's
behind it. Years of international experience in
which stability has figured as prominently as
innovation. Thoroughly worked-out programs for
prevention of loss. An intricate network of re-
search, analysis and professional application that
keeps us responsive to the subtlest changes.

Up until recently, we've been a
quiet presence in the marketplace. But we're
stepping out into a few more spotlights now, and
you're going to get used to seeing our name.
Whenever you do, you can expect an accom-
plished performance.

Victor Q

Xnlnneter
&Compary Inc.

5028 Wisconsin Avenue, N.W.

Washington, D.C. 20016
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are exposed to many types
of risk.

· A product could fail and in-
jure a consumer, bringing a
costly lawsuit.
· A warehouse fire could wipe
out an entire inventory in
minutes.

• There's even the risk of hid-

den loss caused by
employees-"white collar"
theft.

No matter your size,
you deserve the best.

That's why so many
companies come to us.
Marsh & MeLennan is the

world's leading insurance
broker. We've been solving
insurance problems for com-
panies of every size and type
for over 100 years.

Some companies may hesi-
tate to talk with us because

they think they don't need a
broker with the vast re-

sources, skills, and world-

wide capabilities that come
with our size. We disagree.
Very often, it's only the full-
service insurance broker

with a staff of experts, like
Marsh & MeLennan, that can

get your insurance problems
solved. Furthermore, in most

cases, we will improve the
cost and the effectiveness of

your coverage program.

Just take a look at a few

cases where our resources

Marsh&
Mci ennan

were brought into play for
less-than-giant clients.

How we can help.

• Marsh & McLennan helped
a precision metal-stamp-
ing company reduce its
workers' compensation pre-
miums by reftling and se-
curing a classification that
more accurately reflected
their exposure.
• Marsh & MeLennan's on-

site flood survey and recom-
mendations helped a textile
manufacturer obtain flood

insurance, even though his
plant had previously sus-
tained a serious uninsured

flood loss.

• A Marsh & MeLennan fire

engineering survey devel-
oped low-cost protective
recommendations that

helped a chemical manu-
facturer obtain the full and

adequate fire insurance he
hadn't been able to get
before.

In short, Marsh & MeLennan

clients get the best of both
worlds. They receive personal
attention, as well as the vast

depth of experience and
services from experts in over
80 offices across the country.

As you grow,
we grow with you.

But almost as important as
what we can do for you right
now is what we can keep on
doing for you as you grow.
As your insurance needs ex-
pand, we're right there with
the skills and service, depth
and diversity- plus knowl-
edge of those areas which
may be unfamiliar to you.

This is especially important
ifyou're opening a new facil-
ity in another state or

New ideas, fresh perspec-
tives, innovative answers to

thorny insurance problems -
these are the assets that

only a major broker like
Marsh & MeLennan can

provide.

Our policy is to see to it that
each and every one of our eli-
ents is equally well served.
Both those on the Fortune

500 list and those far from it.

Because from our point of
view, every client is equally
important.

To learn more about the ways
we can help you, write to:
Mr. Brian O'Rourke, Vice Pres.,

Marsh & McLennan, Incor-

porated, Dept. 800-B I,
1221 Avenue Qf theAmertcas,
New York, New York 10020.

Or contact our office nearest
you, listed in the White Pages.

Our insurance experts apply the same skills

to all our clients, no matter their size.
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NEW YORK and SAN FRANCISCO
... have the Assurex combination. If you require professional insurance services in
these areas, or elsewhere, we are close at hand... and backed by an international
brokerage organization with 69 offices and 4,000 specialists worldwide.

PARTNERS IN ASSUREX INTERNATIONAL
Call or Write:

JOHN F. CURRY AGENCY, INC.  CLIFTON & COMPANY
225 Broadway
New York, New York 10007 Suite 1700

Three Embarcadero Center

212-374-1500 San Francisco, California 94111
415-434-1500

 See our ad on page 6

'Ma ke me a risk exec'

say new college grads
By JOANNE GAMLIN

CHICAGO-A career in risk

management is firing the imagina-
tion of the young, particularly
young women, interviews with
some of the 16 risk and insurance
students who were guests of the
RIMS conference reveal.

Catherine Frost, who graduates
May 19 from the University ofIowa
in Iowa City, said she has tenta-
tively selected a job as a casualty
underwriter for Crum & Forster in
Chicago. However, like several
other students interviewed by
Business Insurance, she hastily
added that a career in risk manage-
ment is her 10-year job ambition.

"When I am 34 years old in 10

Introducinga better way
to protect your clients'

trust departments against
errors and omissions.

In today's complex legal environment, it isn't
unusual for a trust department to become a
defendant.

To protect the institution itself, MGIC is
making available an important extension to its
D&0 insurance. Our Errors and Omissions
endorsement will insure the financial

institution for its trust department operations.
It provides protection against claims of

wrongful acts which may arise as a result of
the decisions made in the day to day
management of a trust account.

And it even provides coverage for acts
performed before the policy was written,
providing the claim is made while the Errors
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and Omissions endorsement is in effect.
This innovative combination D&0/E&0

coverage is another reason why MGIC is the
leader in liability protection for financial
institutions.

MGIC Indemnity Corporation
RO. Box 488

Milwaukee, Wisconsin 53201 MGIC
O Send complete D&0 broker kit, including E&0 information.
O I already have the D&0 broker kit. Send E&0 information only.
Name

Tirl p

Company
Arlrirp

City/State 70

Availability subject to approval of state insurance departments. Bl-5
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years, I would like to be an assis-
tant risk manager for a Fortune 100
company, " she asserted, "or, if I
am employed by a smaller firm, I
should like to be the risk manager
or close to it."

Ms. Frost, who earned a 3.5 grade
average in insurance on a 4-point
system, said her first choice is risk
management because she is ex-
cited by the variety of challenges
people in that field encounter.

But if she becomes enchanted
with the insurance industry and
decides to stay with it for the long
haul, she hopes to be branch man-
ager of an insurance company of-
fice in a decade.

Demonstrating that risk man-
agement careers are rising in the
eyes of more than one young
woman, Jill Baker, about to gradu-
ate from the University of Ne-
braska, said her ultimate goal, too,
is a risk management career.

Unlike Ms. Frost, Ms. Baker ex-
pects to put in a longer, five-to-
seven-year apprenticeship in the
insurance industry as a property or
casualty underwriter before mak-
ing the transition into risk manage-
ment.

Still, Ms. Baker, an insurance
major in a program leading to a de-
gree in business administration,
envisions herself a decade from
now as a risk manager who is
highly professional, given the ex-
tensive period she will have been
in the industry.

Hiroshi Ito, a student at the Uni-
versity of Oklahoma, also plans to
become a risk manager for one of
the growing number of Japanese
corporations recruiting risk man-
agers.

Noting that his father is a risk
manager for Kubota Steel Co., Mr.
Ito said he is one of the few Japa-
nese students studying insurance
in this country not sponsored by a
Japanese company.

Jim Tiffany, who is about to re-
ceive a degree in insurance from
Arizona State University in
Tempe, Ariz., indicated he is in the
lucky position ofhaving a choice of
immediate jobs. He can eitherjoin
his father's insurance agency in a
small Wisconsin town or go to the
U.S. Department ofthe Navy as an
assistant risk manager.

Yet, his dreams belong to a risk
managementcareer. Ifhe could de-
sign his own future, Mr. Tiffany
said he would undoubtedly be-
come a risk manager.

The field is so broad, there are so
many aspects to it, it has to be
endlessly interesting, said Mr. Tif-
fany. He believes the annual risk
management conference is a great
place to search for a job.

Nancy Coleman, whojustearned
an MBA degree from Temple Uni-
versity in Philadelphia, said em-
ploye benefits, particularly pen-
sion and profit-sharing plans, were
ofspecialinterest to heratTemple.

About the only thing ofany don-
cern, she said, is her belief that in-
surance companies have quite a
distance to go before they begin to
treat women as equal with men.

David Soule, armed with a de-
gree from the College of Insurance
in New York, has been working for
Johnson & Higgins for four years
and doesn't see any reason to veer
from that path. He aspires to be an
account executive for a brokerage
firm in 10 years.

Mr. Soule's field ofexpertise is a
trendy one-property insurance
for nuclear plants. •



The HEW-proposed 9.7% ceiling
on increases in hospital costs
threatens to "stymie' a voluntary
effort begun by hospitals in 1977 to

Cost controls ieopardize medical care: AMA leader
By ELLIS SIMON

CHICAGO--Cost rather than

quality would become the "key-
stone of medical care" in the

United States if three federal gov-
ernmen: proposals designed to
control health care ccsts come to

pass, warns Hoyt D. Gardner,
president-elect of American Medi-
cal Assn.

"Quality is the keystone ofmedi-
cal careandcostsshouldbe depen-
dent on it," said Dr. Gardner."But,
there are those who believe that
costs are the keystone and that
quality should be dependent on
them."

Efforts by the Department of
Health. Education and Welfare to

put a cap on hospital cost in-
creases, support for national
health insurance and Federal
Trade Commission support for ad-
vertising by physicians all point to
a shifting of priorities in health
care, he said.

RIMS REPORT

reduce rate increases by 2% annu-
ally, Dr. Gardner charged. In the
firstyearoftheprogram, thehospi-
tal inflation rate decreased by 2.8%
to 13.6% from 16.4% he added.

"The very threat of that limit
could stymie the voluntary effort
by inciting hospitals to boost their
spending to an expedient level be-
forehand," Dr. Gardner cautioned.

Wages and supplies are the main
sources of hospital costs and infla-
tionary pressures. However, there
is little that can be done to control
costs in these areas, according to
Dr. Gardner.

"Medical care is likely to bear
much of the brunt of any federal
curb on hospital costs-and that
would mean rationing," he said.

But, Dr. Gardner conceded that
the cost of maintaining under-
utilized hospital facilities, such as
empty beds, is built into hospital
charges. He justified this, com-
paring it with having a gas station
attendant's idle time built into the

4

price of a gallon of gasoline.

Restrictions on hospital costs
and physicians fees contained in a

national health insurance plan .
could also have the same inflation-

ary impact, Dr. Gardner noted.
Such an idea is championed by 
Sen. Edward Kennedy (D-Mass.)
and United Auto Workers union

president Douglas Fraser.

However, such systems ir- the
United Kingdom and Canada have
resulted in reductions in the qual-
ity of care, Dr. Gardner claimed.
Quoting a Chicago Tribune edito-
rial, he noted that in Canada
soaring costs have forced federal
and provincial governments to cut
back on services and several hun-

dredphysicianshavechosennotto
participate in the Canadian health
care systenn.

"The net effect is that such a pro-
gram greatly increases the cost for
most," he said, citing a report on
the Canadian system by University
of California economist Cotton M.
Lindsay.

"The average citizen mus: with
this sort o f giveaway program pay
for his medical care twice, first by

'Medical care is likelyto bear much
of the brunt of any federal curb on
hospital costs. And that would
mean rationing.'

-Hoyt D. Gardner

paying taxes to finance it and sec-
ondly by waiting in line or putting
up with lower quality medical
care."

Advertising by physicians could
also have a detrimental impact
upon the quality of health care, ac-
cording to Dr. Gardner. The FTC
sees this as a way of increasing
competition and decreasing fees,
he explained.

AMA guidelines do not prohibit
physician advertising, "but only
the solicitation of patients through
statements that are deceptive, er-
roneous or inflated," he said.

"How can anything as complex
as medical diagnosis and treat-

12 <

Photo: George Poulous

ment be spelled out in a sales-pitch
:ype ofad and how can such an ad
ensure a genuine saving in fees, not
to mention a safe degree of qual-
ity?" Dr. Gardner pondered.

"The FTC action reflects a wide-

spread but risky idea that medi-
cine is a trade, that the health care
field in which it works is an indus-

try and that this industry can func-
tion or be made to function accord-

ing to the sameeconomic formulas
as the companies listed in stock-
market quotations," he said.

"There can be no tailor-made
medicine at bulk rates and tailor-

made medicine is the very essence
of high quality care." •

A
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One domestic phone call
should put you in touch
with a world of international

insurance expertise.

In the world of international insurance, the insurance

rule of one country is the exception of another. So, by
definition, a major international underwriter must have
many experts, located in many countries, speaking many
different languages. For the U.S. agent or broker, this can
cause problems. You know the expertise is there - some-
where - but who do you call? And where do you call?

At INA International, one single domes tic phone call
will put you in touch with our world of insurance. That's
because each of INA's eight domestic "international"
offices is linked directly to over 100 INA facilities around
the globe. If the expertise is not immediately available at
the office you've called, we can easily track it down and
respond to you promptly.

You shouldn't have to search for the answers you need
within your international underwriter's organization. At
INA you don't have to. One phone call does the job.

For further information and a new brochure write INA

International at 1600 Arch Street, Philadelphia, PA
19101, or call one of our eight domestic offices in Phila-
delphia (215-241-2460), Houston (713-977-6220), Los
Angeles (213-480-4600), New York (212-233-5010), San
Francisco (415-391-9310), Atlanta (404-688-8311),
Dallas (214-688-0326),or Chicago (312-648-7509).

INA International, whose network of worldwide facilities
is the largest of any single U. S. based insurance company, has
developed a number of operating standards that should prove of
interest to agents and brokers.

This is the third in a series.
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Develop nuclear emergency plans;
mind lessons of Pa. plant accident

By Robert F. Mendes

'' HE ACCIDENT at the Three Mile Is-land nuclear power plant accom-
plished two o f the many objectives that con-
stantly preoccupy safety engineers:

• We were reminded ofourfragile holdon
life and treasure and o f our consequent obli-
gation to preserve both.

. We learned again, and in the most
graphic way, that even loss potentials as
monumental as those posed by nuclear
power reactor accidents are susceptible to
control and limitation.

This last, ofcourse, is vital. It was notlong

ago that we were entirely pessimistic. After
Hiroshima and World War II, the prudent
reaction to any threat of radioactive emis-

sions was to keep your car in readiness for
full and long flight, and-just in case you
were stuck-build a fallout shelter in your
cellar. Your dosimeter was an inch-long
strip of film attached to your lapel. When
radioactive emissions made its texture dry
and black, you could expect that so also was
the state of your white blood corpuseles

This hopeless attitude has been put away
by time, wishful thinking, sheer indiffer-
ence, and-now-by the example of Three
Mile Island. Atlastthe generations ofpeople
who have been born since the early 1950s
know the truth about nuclear power reac-
tors and nuclear risk, which is that nuclear
accidents are like earthquakes, landslides,
and conflagrations: No matter how severe
the risk, only trained, determined people
can control the threatened losses.

But first, entities such as industrial and

commerical plants must develop an emer-
gency procedure for a nuclear accidentjust
as they have developed procedures for fire,
flood, loss of electric power and other catas-
trophes.

In the environs of Harrisburg, plant man-
agers have learned already some important
lessons during the hectic week of March 26.
They were forced by circumstances to strug-
gle with emergency actions to mitigate the
contamination of person or product, espe-
cially if they are in the food, cosmetic, or

Robert Mendes is chiefofloss control services
forE.G. Bowman Insurance Co.,a brokerage
firm based in Brooklvn.

Safety engineers will rec
ognize that a nuclear ac
cident is as threatening
as more tradi

tionally feared
catastrophes

drug business where ingestion of product

by humans, or direct contact of product
with exposed human skin is anticipated.

Although all the facts are not yet in,
safety engineers will recognize that a nu-
clear accident threatens their personal and
corporate health in a manner similar to a
fire, hurricane, flood, blizzard, earthquake,
enemy action or other peril: First, there is a
warning of danger, then speculation about
danger, and lastly there is danger. Since
emergency action must be put into place at
the very first level of perception-the warn-
ing ofdanger, or the threat ofloss-the plan-
ning and organization ofthe emergency pro-
ce€lure must be accomplished long before it
is actually needed.

Despite our continuing ignorance regard-
ing nuclear energy, this planning can be
done now. A baseline of information exists

upon which a solid, although admittedly
general, emergency procedure can be im-
plemented at the first indication that a plant
is threatened by loss from radioactive emis-

sions. The following format is suggested:

.i
Photo: Atomic Industrial Forum Inc.

The company policy is to provide a safe and
healthful work environment for all em-

ployes. The positive control of losses due to
accident, injury, property damage or fire, or
any other perilis a management responsibil-
ity and a supervisory function. In the event
of a nuclear accident, safety and loss control
capabilities will be severely tested. Accord-
ingly, the following emergency procedures
are effective immediately:

1. Notify all key personnel on and o ff duty
to assemble at a designated location for ori-
entation and assignment.

2. Evaluate the validity and severity of
the available information.

3. Designate a liaison o fficer to work with
appropriate government (federal, state and
municipal) agencies at the scene and/or to
obtain proper information and instructions
from their local district offices.

4. Designate a public relations officer
who shall have the sole authority to make
statements to the public, press or other me-

dia.

5. Engage a hygienist on a consulting ba-
sis immediately.

6. If contamination is known or sus-

pected, protect and segregate all products
destined for human consumption, finished
or unfinished, including raw materials
which may subsequently enter therein.

7. If necessary and where practicable,
suspend plant operations and secure ma-
chinery until plant atmospheres have been
sampled and radiation monitoring has been
established.

8. Establish check points at all plant en-
trances and exits to prevent entrance of any
persons, vehicles or materials from the con-
taminated area until the area has been ex-

amined by hygienist equipped with moni-
toring device. Record the nature and time of
all such traffic.

9. Regulate personnel working system, as
indicated. Prepare to provide chartered
buses or plant transportation for temporary
evacuation of wives, children, etc. ofthe key
administrative, maintenance and security
personnel who will be expected to remain in
plant caretaker roles until the danger be-
comes imminent.

10. Evaluate the marketing and distribu-
tion net and notify shipping, receiving,
wholesale, retail, agent, broker, etc. relation-
ships where production interruptions can
be expected to cause losses through lack of
inventory for committed promotions and
advertisements, bonded obligations, etc.

11. Notify insurance department at cor-
porate level of all developments.

12. If the emergency lengthens, person-
nel remaining in caretaker roles should be
provided with personal dosimeters, both
the cumulative type and the single-incident
audible type. Rotate all such personnel to
keep - each within the tolerable 12.5 mil-
lirems per hour. For the total eight-hour
shift, this totals 100 millirems or .1R. This is

tolerable and allowing three workdays per
Continued on page 46

New yardstick measures pension adequacy
By Kenneth K. Keene, F.S.A.

()UR FIRM RECENTLY commissionedtwo major surveys designed to uncover
American attitudes toward pensions and re-
tirement. One survey was among a national
cross-section of 1,699 current and retired
employes. The other survey involved busi-
ness leaders from 212 companies done
through normal statistical sampling tech-
niques: Louis Harris & Associates con-
ducted both surveys. Our input was limited
to advice and assistance in designing the
surveys and drafting the questionnaires,
and in the full funding o f the project.

We'll be using the survey results as a basis
for future comment. At this juncture, the
focus will be confined to a single question:
How do you get a handle on pension benefit
adequacy?

Employe demands
• 81% ofcurrent employes, 84% ofretired

employes and 82% of business leaders be-
lieve the worker's standard of living at re-
tirement should be "about the same" as

Ken Keene, a regular contributor to this
magazine and an expert on emplove bene-
fits, is senior vp and a director ofJohnson &
Higgins, New York.

right before retirement.
. 54% of current and retired employes

and 89% o f business leaders say that the re-

tirees themselves should be at least partly
responsible for their own economic security.

. Of important advice which retirees
would give to younger people, 49% urge
early planning for retirement, 48% advise
the accumulation of personal savings to
supplement company pensions and Social
Security, while 44% suggest that employes
should work for employers with good pen-

sion plans. Interestingly, only 38% of cur-
rent employes ages 50-64 say they have done
enough planning for retirement.

. Employes covered by pension plans, by
a margin of 74% to 16%, say they wbuld be
willing to contribute or contribute more if
their plan provided benefits which increase
with inflation and 74% say they would be
willing to receive smaller benefits initially if

the benefit goes up with the cost of living.
These findings call for the use ofa special,

newly developed analytical tool-the Behe-

fit Adequacy Index. Basically, an index is
calculated separately for each employe to be
included in the evaluation. This index is the
ratio of projected spendable income after
retirement to the spendable income in the
last year before retirement. The computer-
ized technology for the index rests on three
vital considerations:

, -aL

The Louis Harris poll findings on Amer-
ican attitudes toward pensions call for the
use of a special, newly deve16ped analyti-
cal tool: the Benefits Adequacy Index.

--Ken Keene

. The company adopts specific objec-
tives for the level o fthe pension benefit with
an eye, however, to acceptable cost limita-
tions. The company might determine that a
reasonable objective for a longer service ca-
reer employe is an index in the range o f 75%
to 90%, i.e., the spendable income at retire-
m6nt should replace 75% to 90% ofwhat the
employe had in his last year before retire-
ment. This would represent the objective to
be derived from Social Security and pen-
sion and profit sharing plans. It would be
supplemented by individual savings and
the use of personal assets such as equitli in a
home.

• Spendable income is estimated in the

year before retirement and during retire-
ment of each employe in the study. This

adjusts for federal and state income taxes
and for Social Security taxes. It also takes
account of the effect of employe contribu-

tions to benefit plans. Then, too, recognition
is given to the factthat Social Security bene-

fits are completely free of income tax.
• Simulation models are utilized to gauge

how a particular benefit formula would ad-
just to changing conditions in the future.
Inflation, the impact of Social Security in-
vestment returns under defined contribu-

tion plans and the effect of non-mandatory
retirement should be considered.

Over-achievement

Most pension plans are designed through

Continued on page 46
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Calif. court unleashes

15 opportunities to sue
insurer and adjuster also

By Frederick J. Fisher

N A LANDMARK four to three deci-sion, the California supreme court has
ruled that a plaintiff may now sue the
defendant's insurance company for viola-
tion o f California's un fair claims settlement
statute.

This means that people who believe that
they have sustained damages can file two
lawsuits: one suit against the individual
who they think is liable and another against
the defendant's insurer and adjuster to speed
the settlement or win additional damages.

Specifically, the insurance code defines
(sections 790.03) 15 separate claims prac-
tices as unfair methods ofcompetition and
unfair and deceptive acts or practices in the
business of insurance.

In the past, it has been ruled time and time
again that a plaintiff may not sue a
defendant's insurance company without
having an assignment of rights from the de-
fendant. The most common assignment of
rights is when it is alleged that the insurance
company failed to settle with the plaintiff
when it had an opportunity to do so, thus
exposing the defendant to a verdict in ex-
cess o f policy limits. Usually the defendant
would assign his cause of action against the
insurance company for bad faith to the
plaintiff, allowing the plaintiff to directly
sue the insurance company.

15 chances

But, the California supreme court has now
held that although the plaintiff must still
conclude his action against the defendant
before bringing any such claim against an
insurance company, he may now sue the
defendant's insurance company once the
main action against the defendant has been
concluded under any ofthe 15 different enu-
merated unfair claims settlement practices.

Royal Globe v. Superior Court arose when
the plaintiff filed an action for personalinju-
ries incurred as a result of a fall when she
slipped at a food market. She named as de-
fendants Royal Globe Insurance Co., which
had issued a policy ofliability insurance to
the market, and the independent adjusting

Frederick J. Fisher, manager of Miller &
Gilbert of Southern California, specializes
in adjusting professional liability claims
and providing errorsandomissions losscon-
trot and consulting services to real estate
agents and brokers, insurance agents and
brokers and product manufacturers.

company, which provided adjusting ser-
vices to Royal Globe and was alleged to be
its agent.

The complaint charged that Royal Globe
had violated section 790.03 (H)(5) of the in-
surance code by failure to make a good faith
attempt to reach a prompt and equitable set-
tlement of the claim even though liability
was reasonably clear and because the ad-
juster had induced the plaintiffnot to retain
an attorney, thus violating subdivision
(H)(14) of the insurance code.

No end

This case will have far reaching effects in
California because the opinion is open-
ended. Specifically, an independent tort ac-
tion has been created so that the plaintiff
may now sue the defendant's insurance
company when he has concluded his action
against the defendant. This term "con-
cluded" is so open-ended that it not only
includes judgment, but possibly also settle-
ments.

Thus, whathappens ifan adjusteroffers to
settle the case for $2,000 with a demand of
$7,000? The attorney files a lawsuit, incur-
ring additional expenses and filing fees,
deposition costs and file expenses. But later
on, the defense attorney settles for $4,000. It
would not be uncommon under this case for
the plaintiff then to sue the insurance com-

pany and its adjusters for failing to offer
$4,000 in the first place!

In addition, the most common action will
probably fall under subdivision (H)(5) for
failure to attempt to reasonably settle and
reach a claim settlement where liability has
"become reasonably clear." This is a ques-
tion of fact o f course, and such questions of
fact when dealing with an insurance
company's bad faith has always been hind-
sight.

Suppose an attorney demands $7,000 and
in all good faith the insurance company be-
lieves the case is only worth$*000. The case
goes to trial and the jury does in fact return a
verdict of $7,000. The carrier would presum-
ably be held in bad faith because the july's
determination of damages will be binding
'on the insurance company because cer-
tainly the insurance company claims exec-
utives have far more experience to deter-
mine the reasonableness of a case than a
jury and therefore should have seen the ex-
posure prior to the case having to go to a
jury.

One defense counsel has already noted he
Continued on page 46
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A recent California court decision
oils the way for even more litigation
in liability cases, making it easier for
a plaintiff to also sue the defendant's
Insurer and the claims adjusters.
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Calculators drive risk analysis into 20th Century
By Peter Downes

T WAS WHILE I WAS WRITING a re.sponse to Charles McAlear last October
that it occurred to me how much the hand-
held calculator has changed the risk man-
agement trade. A more recent critical letter
to Business Insurance brought the matter to
mind once again.

In a spirited response to his critics, Mr.
McAlear clearly set out the nature of the
audience to which his remarks were ad-
dressed. The point was well taken-it is fu-
tile to discuss tensor calculus whdn the sub-
ject is intended to be simple arithmetic.
However, for the risk manager, simple arith-
metic is no longer enough.

But it may be asked: "The calculator bring
about a change? Surely you mean the com-
puter?" Of course, one would be very foolish
to deny that the computer has had a pro-
found effect on our lives, or that the greater
part of this change has taken place within
the last 20 years. Most risk managers have a
program ortwo onthecomputerwhich they

Peter Downes is manager of insurance at
American Trading & Production Corp.,
Baltimore.

'Proper use can be made of more ad-
vanced statistical concepts and decision
analysis techniques which were formerly
confined to a select few working as ac-
tuaries.'

use regularly. In my own case, our entire
ocean marine claims activities are pro-
grammed for the benefit not only of myself,
but, of the controller's department, and of
management in general. Likewise, the risk
manager who does not have a built-in re-
placement cost factor in his corporation's
assets inventory is very much behind the
times.

Prime time

Nevertheless, computer time is valuable,
and ifthe risk manager is misguided enough

Peter Downes

to want the use of a computer in order to
experiment with this problem and that, he
will very likely be told that there are a great
many more immediate problems which re-
quire solution here and now. Consequently,
he may well have to forego his Monte Carlo
simulation during the foreseeable future.

Moreover, in many corporate structures
the function of the computer is to sort out
data and report the information in an or-
derly form with appropriate summaries.
Many systems departments just do not have
the time nor the inclination to devote them-
selves to analytical problems of the kind

which may interest the risk manager. Con-
sequently, since a computer is not readily
available for such work then the risk man-
ager must resort to other means.

20th Century
As little as 10 years ago at least, risk man-

agement was still in the horse and buggy
stage. When j oining a major corporation as
its insurance manager just a little before
this, I found that I was the proud possessor
of an electronic calculator for the first time
in my life. It was a simple four-function ma-
chine, somewhat bigger than the usual of-
fice typewriter. From this I graduated to a
smaller desk model which had no less than
two memories and a square root key. Now,
even my children have slide-rule calculators
and I play with a programmable machine
which has a printer attachment.

This represents thestate of the art at the
time ofwriting, and so what? For me, at any
rate, it permits the use o f all those lessons I
learned so many years ago in connection
with statistical methods. This may not
sound very much ofanything, but neverthe-

Continued on page 46
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PE SPECTIVE
Nuclear emergency plans...
Continued from page 43 The nature ofthe company opera:-on, the
week per man, each individual will be lim- locabon, the weather, the distan.e from the
ited to 3R This is the maximum tolerable alleged accident, its nature, the tyoe and
weekly dose that can be repeated contin- construction of the plant bul-dings, the
uously The extra manpower needed for speed and effectiveness of the plart man-

wilimm=..iml.0 this working system snould be anticipated agement and, in particular, the plant emer-
and provided gency organization, n dealing with the

emergency will determine finall> :heextent
...... 13. Place the plant and the emergency of the loss in life, pro Derty, business inter-' _ personnel under medical surveillance ruption, customer goocwill, corporate im-

l age and other possibilities
14. Provide a Journal so that written en-

tries may be made on a chronological basis, The most important action that plant
recordingall personnelentering andleaving management can take while au aiting the
p-ant, the time of their entry and departure, next nuclear accident -s to order the plantt
special incidents, water and air readings by safety committee to meet promptly to con-
radiation monitors with times and locations, sider this type of eme-gency and to p.an a0 '\ and all orders and information received response which ts more specifically de--

from the civil authority which has been es- signed for the special needs ofthe business,
Every nuclear plant needs a specially designed plan to guide personnel through an tablished for the emergency with the time the location and the full satisfaction of the
emergency. indicated company's objectives

New pension yardstick... 'The new Benefit Adequacy Index technique repre-
sents yet another significant advance in the how-toContinued from page 43 recognized fact about the benefit levels pro-

examination ofgross income relationships vided through Social Security plus private technology of plan design. A visual display of theHowever, this lS theoretical-it is the pensions While the talk concentrates on the
amount of spendable mcome which counts madequacy of benefits, many companies results through charts and graphs can bring theObviously, there lS a significant difference have inadvertently incorporated overly gen-
between gross and spendable Income Take, erous benefits For example, this can hap- message home to decision-makers in a most dra-for example, an hourly employe retiring pen in the case of (1) lower paid employes
next year at age 65 who accrues a pension of because ofthe heavy Social Securrty benefit matic fashio n.'
$10 per month for each year of service If weighting in their favors and (2) longer ser-
this worker has always earned the average vice employes at all compensation levels
wage covered by Social Security-urrently covered by relatively mature pension plans --Ken Keene
approaching $11,000-then he would re- in combination with profit sharing or thrift
ceive a pension after 30 years of service of plans The Harns surveys suggest that such
$3,600 from the plan plus an estimated plans might retrench on the benefit ac- Security benefits combined to recognize levels,
$7,973 from Social Security (including the cruals, and then apply some or all of the some degree ofindividual savings and relief . Exarnine the effectiveness of es-
spouse benefit) for a total of $11,573 Going resultant gams to help on the cost ofllving from work-related expenses in retirement, tablished benefits.
into retirement, he would be replacing 105% problem after retirement and the output of the simulations can be • Compare the given plan witri others
of his pre-retirement gross income, but he The Benefit Adequacy Index addresses used to provide pre-retirement planning based on the employer'E particularemploye
would be replacing about 128% of his pre- directly the findings in the Harms survey gu.des for individual employes The matter mix,
retirement spendable income Obviously, The determinations are made on a spend- of post-retirement adjustments on account . Analyze the impact of changes in laws,such a plan over-achieves able income basis, the company's objective of .nflation can also be tackled through the regulations, demographics or economics,

The above example highhghts a httle- is set at a lower level for pension and Social inaex The company may wish to adopt a • Provide for individual pre-retirement
formula method for copingwithinflation or, counseling,

20th Century analysis...
more hkely, ad hoc adjustments will be con- • Devise collective bargaining strategy,
sidered And employers may take a clue • Determine whether or not benefit im-
from the Harns surveys, le, Introduce em- provements can be affo-aed
ploye contributions in exchange for a bene- The new Benefit Adequacy Index tech-Continued from page 44 And, ofcourse, those insurance managers fit with somemflation protection features or nique represents yet another significart ad-

less, I feelit represents a great step forward were right For many, as articles wntten dur- downgrade the initial benefit m exchange vance m the "hoB-to" :echnology of plan
At the beginning of my business career, ing that period reflect, risk management for future benefit escalations design (pension plans in particular, but also

the average insuence officer had no use for meant no more than buying all the in- adaptable to hfe insurance and disabilitystatistical methods, and Bayesian analysis surance which was deemed necessary And The Benefit Adequacy Index is most coverages) A visual display of the results
was not even in his vocabulary If one at- another factor which mitigated against the valuable if used to through charts and graphs can bring thetempted to raise such topics within the hear- use o f analytical methods was simply their • Design new pension formulas and es- message home to the decision-makers in a
ing of such a person, all one would hear time-consuming nature Textbooks of the tablish deferred profit sharing contribution most dramatic fashion .

would be a remark something like "figures period often had a chapter at the end
can lie and hars figure" and this was meant describing the hardware ofthe day and how
to bring any such conversation to a halt Add difficult it was to get access to it Compiling
to this such publications as "How to Lie data with the aid of adding machines ofthe Calif. court unleashes...
With Statistics" which many managers of- time meant spending severalhours comput-
ten knew of but had never read, coupled ing the most basic data which probably no- Continued from page 44
with an assumption that this was all that was body but the compiler knew anything about probably has 100 files in his office wherethe
done with statistics, then it is perfectly un- in the first place InSLranee company probably antagonized
derstandable that one's analytical knowl- How this has changed I With a simple pro- and allenated a plaintiffs attorney He ex-
edge was pushed into the background and gram fed into a hand-held calculator plus a pec:s to see several cases where the
ultimately forgotten about few minutes feeding variables, a whole plarntiffs attorney will agree to settle the

It is at least arguable that insurance man- range of basic statistics may now be printed case with the defendant for, say, $2,500 and
agers of the day werewellableto dowithout out ina matter ofseconds If one becomes a then add that he will not agree to release the
such learning One thinks back to such little more adept, then proper use can be insurance company unless they pay an addi-
luminaries as Charles Groves, Claude Rice, made of more advanced statistical concepts tional $1,500 because he didn't like the way
Stan Goodwin, Charles Thiele, Burt Kelley and decision analysis techniques which it was handled
and many others, and they got along very were formerly confined to a select few work- Callfornia liabillty Insurance companies
well without such knowledge, or at least ing as actual·les and the like can now look forward to increased expenses
without any apparent use of it if they did for its adjusters in providing full investiga-
possess it From time to time they gave the tion of claims in order to protect themselvesPhilosophers at lastimpression that they were no further ad- from claims of bad faith They can also ex-
vanced than the colonial farmer who, if he In this, as in all such matters, there are pect more difficult times in attempting to
had a few coins in his cash box, considered levels of sophistication For example, I have settle nuisance claims and claims in general
himself solvent But such a farmer had no a number of books on the subject which in view o fthis additional cause of action the
use for the sophisticated techniques ofmod- havebeen senttomefromtimetot.mebut plamtiff now has In addition, we can all
ern business which I am completely unable to read be- look forward to an increase of litigation

cause I do not have a master's degree in which presumably will mean a substantial
Another era mathematics All this means to me is that I rise in habillty insurance premiums

shall never design a statistical method, al- Adjusters will do more work and charge
Thus it was during the period that insur- though this will not preclude my use of Unanswered questions more to protect themselves from bad fEith

ance managers were striving to tell the them In similar vein, I am incapable of de- claims, predicts Fred Fisher.
world that they were really rtsk managers signing an automobile but I can drlve There are several other unanswered ques-
after all It was also an era when selling a Stone Age cntics may well complain that tions in this open-ended opinion as well fornia may not only ellminaze the adversary
deductible pokey was a work ofart and not a this is merely a philosophical discussion but Does a defense counsel representing the de- system of habillty insuranze, but also elim:-
commonplace, or a $2 million limit under I would beg to dispute with them As long fendant owe any duty to the claimant now to nate the de fense bar at the same tirne
one's liability policy seemed fantastically ago as the 18th Century, Bishop Joseph But- reach settlements since habihty has become What about reinsurance treatiesl M)st
high and there were Just a handful of direc- ler wrote that "probabillty is the very guide reasonably clear9 Technically, the defense treaties do not cover bad faith or p unr. ve
tors and officers hability pollcies in force of life," and probability lS what statistical counsel cannot represent the insurance damages9
with limits to $100,000 or so It was sufficient methods and risk management are all about company and the insured at the same time The bottom line of Roys.1 Globe v supe-for an insurance manager ofthat day to cal- Even as he wrote lt, he surely had in mind as this creates a potential conflict ofinterest rlor court is that 1.tigaticn along th€se
culate his past losses and match them what Sir Thomas Browne said in Religio However, there have already been indica- theories is going to take many years aid
agamst premiums They were all the statis- Medici "to believe only possibilities is but tions where this particular issue may be many thousands of dollars in prem-um toties anyone needed mere philosophy " . tested In that case, the plamtiffs bar m Call- resolve .
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COLUMBUS and NEW ORLEANS
... have the Assurex combination. If you require professional insurance services in
these areas, or elsewhere, we are close at hand... and backed by an international
brokerage organization with 69 offices and 4,000 specialists worldwide.
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Suit yourself !

Time was,
if you wanted
a good suit, it
had to be tailored

to your specifications;
same way with employee
benefit plans. Today, you get
top quality products ready-
to-wear - packages, in the
case of group coverages -
which are much more

economical, and will fit your
needs in all but a few unusual

circumstances.

Crown Life's Package Plans,

with a

variety of in-
come replacement
and major medical

options on top of the basic
life and A.D.&D. benefits,

offer a surprising number of
mix and match combinations

to satisfy the requirements of
today's value-conscious
employee benefit buyer.
Crown Life's Group Offices
and General Agencies will be
happy to show you the
complete line!

*CROWN
LIFE INSURANCE COMPANY
HOME OFFICE, TORONTO, CANADA

Mexico welcomes pools

of foreign benefit plans
CHICAGO-A generally favor-

able attitude toward foreign in-
vestment in Mexico makes it a

good country in which to set up an
international pooling arrangement
for employe benefits.

But, according to a panel of ex-
perts, high tariffs and governmen-
tal restrictions create a bleak out-

look in Brazil for such an arrange-
ment and low group life rates and
a "cutthroat" market paints an
equally dark picture in England.

Harald Feldhaus, an actuary and
commercial director for Brockman

& Schuh in Mexico City. said the
country is a "haven" for pooled
benefit arrangements, funding
mechanisms used to combine and

experience-rate the premiums of

RIMS REPORT

the subsidiaries of a multinational

employer.
The Mexican government looks

favorably upon pooling arrange-
ments because the country has
many multinational corporations,
most of which are American, said
Mr. Feldhaus.

As a result, Mexican law allows
normal dividends to leave the

country, tariff laws are less strict
and experience rating of pre-
miums is also permitted. In addi-
tion, there is little animosity from
local insurance carriers over the

loss of business, he said.

"It's going to go on and it's going
to be a good example ofhow inter-
national pools can ·work out fine,"
he said.

However, the climate is far less
favorable in Brazil where a tough
1972 tariff regulates dividends, in-
surance not admitted by the gov-
ernment is outlawed and reinsur-

ance is strictly government-
controlled, said David H. McKay,
manager for Johnson & Hig-
gins-Eluma in Rio De Janeiro.

The tariff law mandates that a
non-Brazilian insurer return 50%

o f its profit to'the country, said Mr.
McKay. His firm serves about 120
multinational firms in Brazil, but
only six or seven ofthem are mem-
bers of international pools, he
added.

In addition, Brazil's tariff laws
would double the costs of doing
pooling business forlocalinsurers.
And Brazil's largest insurance
companies, "don't need that busi-
ness," he said.

Also, employe groups of less
than 500 cannot be experience-
rated according to Brazilian laws,
he said.

The environment is also bleak in

the United Kingdom where partic-
ipation in international pools has
been historically low, according to
Barry Young, a directorwith Willis
Faber Advisory Services of Lon-
don.

Group life insurance rates in En-
gland are low and the market for
business is "absolutely cutthroat,"
he said, with brokers handling vir-
tually all group life contracts.
"We're isolationist. . .but because
o f sound commercial sense." •

OPIC holds

volume line,
ups income

WASHINGTON-The Overseas

Private Investment Corp. (OPIC)
issued more than $663 million in
new insurance coverage in fiscal
1978, about the same amount is-
sued during the agency's previous
fiscal year.

Gross income, however, climbed
to a record $60.4 million, an in-
crease of about $4.6 million over
the 1977 record of $54.8 million.

Total insurance and finance rev-

enuesjumped to $383 million com-
pared to $330.1 million in 1977.

Of the $663 million in insurance
OPIC issued, $230 million covered
expropriation, $191 million cow
ered incovertibility of currency
risks and $242 million was for pro-
tection against war, revolution or
insurrection.

OPIC is the federal agency that
provides political risk insurance
and finance guarantees to encour-
age private U.S. investment over-
seas in less developed countries..



Limit benefits to cut costs,
CHICAGO--Social Security,

formed to provide a "floor of pro-
tection" for retiring Americans
should continue to do just thatand
no more, maintains Robert J.

Myers, former chiefactuary ofthe
Social Security Administration.

Mr. Myers, now a ·professor at
Temple University, said he op-
poses the move led by Joseph Cali-
fano, Secretary of Health, Educa-
tion and Welfare, to expand Social
Security and eliminate the private
pension system.

Business considers Social Secu-

rity desirable for providing a bene-
fits floor and the public is dissatis-
fied with the heavy cost of main-
taining the Social Security system,
Mr. Myers observed.

"The public must weigh the ben-
efits and costs of Social Security
against each other," suggested
Paul Van der Water, acting direc-
tor of the Social Security Ad-
ministration's office of policy
analysis.

The only way Social Security
taxes can be lowered is through
lower benefits or transfer to an-
other form o f taxation, he said.

Under 1977 amendments to the

Social Security Act, taxes will rise
considerably in 1981, costing the
average working American an ad-
ditional $70 per year. Because of
low reserves anticipated for 1980,
there is no way that implementa-
tion of that tax can be avoided in

1981, Mr. Van der Water said.
Even reductions in Social Secu-

rity benefits proposed by the Car-
ter Administration would not

likely be sufficient to offset the
need for the increase, he said.

Use of an alternative form oftax-
ation could take the burden off So-
cial Security taxes. Financing So-
cial Security through a value
added tax, similar to a national
sales tax, has been mentioned by

...f'.00 ..f U..., AVI./ .1, I. 4. / d.

say Social Security pros
better funding mechanism than
use of general revenues, he sug-
gested.

Mr. Myers also urged that Social
Security be expanded to cover all
government employes. This would

have a short-range cash flow bene-
fit resulting in a slight reduction in

 the demand on payroll taxes, but it
would also cut out the double dip-

Photo: Ellis Simon

Social Security taxes can be
lowered only if benefits are cut,
maintains Paul Van der Water of

the Social Security Administra-
tion.

Sen. Russel Long (D-La.) and Rep.
Al Ullman (D-Ariz.). But such a tax

would be no less regressive than
the existing tax and would beinfla-
tionary, Mr. Van der Water said.

Another alternative would be
financing Social Security through
general revenues. But, this could
lead to overexpansion of the pro-
gram, Mr. Myers said. "People
think government has money o fits
own and such a funding mecha-
nism would be ideal for the expan-
sionists since people will not see
the costs."

A value added tax would be a

0 1
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ping by civil service retirees who
also get Social Security benefits af-

ter having. taken a new job, he
noted.

Some 80% ofcivil service retirees

are receiving or will receive retire-

ment benefits from Social Secu-

rity, he said.
However, Mr. Van der Water

noted that federal employe retire-
ment systems suffer from under-
funding problems far worse than
those of Social Security and
warned that integrating federal
employe pensions with Social Se-
curity could open up a Pandora's

Box. •
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Outside directors D&0

Insurer predicts others

-ill copy its new policy
CHICAGO-American Interna-

tional Group expects more insur-
ers to follow its lead and start sell-

ing directors and officers liatility
insurance for the outside corporate
director.

AIG is the first insurer to sell

such a policy, designed for corpo-
rations whose top executives serve
as directors of other companies
and want protection against liabil-
ity suits without beingincludei on
their own corporation's D&0 pol-
icy. That would necessitate in-
creasing the policy limits.

No one had purchased the jut-
side directors D&0 policy, in the

RIMS REPORT

first three weeks it was available,
admitted Joseph De*lessandro at
the RIMS conference here when he

omcially announced :he program.
Several companies have indicated
ir.terest in purchasing the policy,
noted the president of National
Union Fire Insurance So., one of
AIG's subsidiaries.

The AIG program is available
only to those corpora.ions that al-
ready buy D&0 policies from the

company and is not available to
people w nci want to purchase only
the outside D&0 liability pokicy.

As Mr. DeAlassandrc explained,
the new Tolicy gives outside cirec-
tors thei: own policies with their

own premiums and limits. The pre-
miums would not be based on any
percentage of tne original pol-cies,
but would be tied to the risk expo-
sure and insurance rates ofthe o it-
side com james.

The coveragewill be in excess of
any insurance tne outside corpo-a-

tions carry for their directors and
any indernnification agreements.

Each ofthe individual officers to

be insured, must apply for the pol-
icy and they must provide annLal
reports c f each company wn€re
they sit on the board.

Outside D&0 policies will nethe
available :o directors of a corEora-
tion that 3 unable because of loss

records, fir ins-ance, k purchase
any D&0 coverage for its own di-
rectors and officers. •

Educator advises:

Communication bolsters

success of risk control
CHICAGO-If risk managers of

smaller companies with premium
volumes in the neighborhood of
$1,500.000 are to succeed, they
must increase their communica-

tions with their middle-level and

top-level management, advises a
college professor.

E.J. Leverett of the College of
Business Administration of the
University of Georgia observed.

"Risk managers are bad communi-
cators because they tend to rely on
jargon."

Mr. Leverett and four former stu-

dents discussed risk management
techniques for smaller companies

Can expert risk placement
cut your corporate insurance costs ?

Your James Account Executive
will find out for you- fast.

Through a sophisticated
internal computer system, your
James Account Executive can
locate and call on James marketing
specialists with firsthand, detailed
knowledge of.your industry.

These ·James experts will be
able to-tell you if you can cut·costs
through more effective risk place-
ment in today's highly competitive

market. If so, they have the know-
how needed to insure your ris c in
sound companies, on the mos[
comprehensive basis possible. at
the bes: available cost consistent

with reasonable market stability.
To tace advantage of this no-

obli attn offer, contact your r.ear-
est ames Account Executive. Or
write Reynolds Blossom, Communi

cations Department, Fred. S. James
& Co., Inc. 230 W Monroe Street,
Chicago, I.linois 50606.

James
FRED S. JAMES & CO., INC.
Insurance Brokers Since 1858

Ins-irance and Risk Managemert Services
- Throug, More rhan 100 Offices A ro-nd The World

at the RIMS conference.

Susan "Kiin" Backus, director of
risk management for Goodpasture
Inc. in Houston, a grain operator,
said she has upgraded communi-
cations between her office and 10-

cation managers. She sends them
insurance manuals after casualty
insurance renewal and then up-
dates the manual after property
insurance renewal.

"If safety programs are to sue-
ceed, middle-line managers must
be informed of what the insurance

situation is," said Ms. Backus, who
noted Goodpasture's premium
volume amounts to about $3.5 mil-

lion. The first $500,000 of most
claims is self-insured, she said.

Top-line managers are also vital
to the success ofrisk management
programs, said David G. Hampson,
risk analyst o f Harris Corp. in Mel-
bourne, Fla.

Noting that his company's total
premium volume is approximately
$5 million, including premiums
and self-insurance costs, Mr.
Hampson said that his two-man
department maintains a system-
atic form of written communica-

tion to Harris's board o f directors.
The insurance department re-

ports to the board of directors in-
clude such information as the in-

surance expenses, coverages, large
losses, brokerage changes, gross
premium and claim expenses and
net premium and claims expense.

"The corporate experience,
highlighting its best and worst
claims experience, is part o fthe re-
port," said Mr. Hampson. Workers
compensation claims costs by ma-
jor cause are also included.

The risk analyst said that oral re-
ports often accompany the de-
tailed written communication.

"Many risk managers get fired,"
he said, "because top management
does not understand what they
do."

A near overflow crowd of risk
managers attended the session,
many of them people who were
tossed into their new jobs after
holding fairly unrelated positions.

"A lot of risk managers have re-
cently been thrown into theirjobs
because of the scarcity of trained
risk managers," observed Jim
Charpie, risk manager for the Con-
tainer Corp. ofAmerica in Chicago.
Mr. Charpie, for instance, was
asked to become risk manager last
June after serving Container as a
purchasing agent. .

Ca I i f. c ity
picks broker
from bids

PASADENA, Calif.-The city of
Pasadena has named Kindler &

Laucci, a broker with offices in Los
Angeles and in Pasadena, as its new
broker for its entire property/
casualty insurance program, ac-
cording to Don Jack, who acts as
an outside risk management con-
sultant to the city.

The premium value of the pro-
gram is approximately $1 million.
Kindler & Laucci was the low bid-

der on the business. In the past,
Pasadena has had a number o fbro-

kers, including Kindler & Laucci.
Among the 10 competitors for

the new, consolidated account
were Bayly, Martin & Fay, John-
son & Higgins and Rollins Burdick
& Hunter. •
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Corporate goals define benefit thrift: Claims man
By ELLIS SIMON

CHICAGO--Companies can re-
duce their health plan bills with
improved plan design, claims ad-
ministration and funding tech-
niques, experts suggest.

But top management must es-
tablish policy that will guide bene-
fit managers in implementing
these goals, advises William B.
Batte, chairman of Bloomquist
Batte & Campbell, a third-party
claims administrator.

Too often, top managementdoes
not have a focus on what it wants in

employe benefits, he says.

As a result, the benefit managers
efforts in containing costs are not
likely to be as effective, he said.

Management policy toward ben-
efits and employes will affect the
way in which cost control mea-
sures are implemented. Different
steps are likely to be taken by a
company interested in being a ben-
efits leader as opposed to one that
merely wishes to be competitive in
the labor market, Mr. Batte said.

For instance, management
would probably not wish to imple-
ment cost control measures that di-

rectly impact upon employes ifit is
trying to preserve a union-free
work environment, he said.

The effort to control health care

cost must be coordinated if it is
to be successful, said Dr. Richard
Egdahl, director of Boston

University's Center for Industry
and Health Care. While one indus-

try can control its costs through a
coordinated effort, true contain-
ment of health care costs can not
be achieved unless changes occur
in the health care delivery system.

According to Dr. Egdahl, that
means further development of
health maintenance organizations.
However, HMO development has
been too slow because ofthe capi-
talization required.

Although industry could step up
its efforts in forming HMOs on its
own, doctor organized indepen-
dent practice associations (IPAs)
perform the same function with
less capitalization, the doctor said.
Dr. Egdahlis a member of such an
association formed in Boston pri-
marily to enable physicians to re-
gain some market share lost to the
highly successful Harvard Medical
Fqan.

IPAs, because they operate on a
fixed prepayment plan, force phy-
sicians to"turn the screws harder"
to keep costs down, he explained.
Utilization control, the key to HMO
success, is the only way to get doc-
tors to control their fees, Dr.
Egdahl added.

However, doing this on an arbi-
trary basis, such as lopping 10% or
20% off a physicians fees, could re-
sult in an adversary relationship
developing between patient and
physician, he cautioned. A third
party should be called in to review
fees and assure that they are
proper, Dr. Egdahl added.

Mr. Batte suggested use of pre-
treatment planning as a means of
controlling costs. Insurers and
third-party administrators should
review the proposed treatment and
recommend changes where appro-
priate, he said.

Firm insures

equipment sales
PHOENIX-The Empire Ma-

chinery Co. has insured through
the Foreign Credit InsuranceAssn.
(FCIA) payment for $11 million in
heavy construction equipment it is

exporting to Mexico.
Empire's master comprehensive

policy with the New York City-
based FCIA covers sales to several
Mexican firms. •
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Sometimes, proposed changes
in treatment may cost more now to
save money in the long run, he
noted. He denied that pretreatment
planning usurps the physician's
role as health care provider.

Mr. Batte also recommended

providing coverage for home
health care as a means of keeping
people out of hospitals and estab-
lishing programs that would in-
volve employes in their own care
such as personal fitness programs,
lifestyle counseling and annual
physical exams.

In addition, he urged that corpo-
rate management participate on
hospital boards and that compa-
nies establish alcohol and drug

4» abuseprograms. Thesenotonlyre-
duce health care costs, but result in
less turnover and a lower rate of

absenteeism, Mr. Batte said.
He doesn't consider a second

surgical opinion particularly effec-
tive. Where it yields savings, it
probably means physicians were
not doing their jobs properly in the
first place, he said.

On the claims administration

front, companies can keep costs
down by staying within the param-
eters of their covered sicknesses
and accidents, Mr. Batte contin-
ued. "Don't pick up anything un-
less its covered in your policy.
Every time the parameters are
penetrated, it invites further viola-
tion."

Employers should also monitor
their claims administrators to in-
sure they are not overcharging for
their services. Retaining the ser-

While one industry can control its costs through
a coordinated effort true containment of health

care costs cannot be achieved unless changes
occur in the health care delivery system.

-Dr. Richard Egdahl

vices of professional standards re-
view organizations can help deter-
mine what "reasonable and cus-

tomary" charges in a given locale
actually are, he said.

For companies currently using a
standard-rated group health insur-
ance package, converting to a self-
insured program can yield savings

of up to 10% in the first year with
additional savings over the long
run, Mr. Batte said.

Companies covered under modi-
fied cost-sharing plans would real-
ize smaller savings, but could ben-
efit from conversion to an adminis-

trative services only contract, he
added. •

Our policy on international
insurance: A single, unified program
to cover all your risks.
Language differences. Fguctuating curren-
cies. Strange laws and customs. Unusual
claims proced:ures. International insurance
canbe complicated.

That's why, at Continental, we work to
make it simple.

Often, a single, concise document
explains all your client's cover-
ages.Whether it's one plant in
one country or a dozen plants
in a dozen countries, it's all
explained simply and clearly.

More than anything else, thjs simple,
unified approach helps your client manage
a major part of hjs responsibility.

With international specialists located in
offices anross the U.S. andCanada, and

fully-staffedbranches in key
(1\ R locations overseas, plus a net-

work of 24 amliates in 70

countrids, we stand ready
to make the world of

i m international insurance
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Hospital liability has reached crisis proportions because of the increasing
tendency toward malpractice litigation. Everywhere, insurance plans and policies are
surfacing, aiming to protect hospitals from the huge losses now possible. But the problem
is, the crisis developed so quickly that hospital administrators haven't had a chanceto
gain enough experience to evaluate insurance proposals thoroughly. It's hard to know what
to look for, especially with the pressure of getting some form of protection together.

Everyone wonders:
What cue those standards?

The Schinnerer Hospital
Liability Plan was introduced only re-
cently and has already been successfully
employed by hospitals across the country.
It is emerging as the standard by which
other efforts in liability protection are
being measured. That's because ours is a
program that works effectively where
others fail at several crucial points.

A total program
approach instead of a package

The Schinnerer Plan con-

sists of a self-insured trust, locally admin-
istered claims management, patient safety
programs and an excess insurance policy
for protection against catastrophic events.
It is an integrated program that can be
structured to the needs of the hospital,
rather than a package the hospital must
accept as a whole. As a custom-made pro-
gram, it saves the hospital from paying
big premiums based on sharing risks and
losses with dissimilar hospitals.

A continuing
commitment to performance

It's a logical follow-through
to the total program approach. The
Schinnerer Plan, once designed for a par-
ticular hospital, becomes an efficiently
administered, closely watched and con-
stantly evaluated program. *e provide the
participating hospital with an independent
overview of the system's components: the
actuarial adequacy of the primary funding
program; the incident reporting, patient

The weights pictured are used tosetthestandards formass.

safety control and claims management sys-
tems; the attorneys' handling of claims
defense; the trust documents and fidu-

,

ciary. What's more, with Schinnerer s

extensive experience and data resources,
we can help build the hospital's loss pre-
vention system with valuable information
for employee education and defense of
claims.

Occurrence coverage

Our excess policy pro-
vides occurrence coverage, because it is
more sensitive to cash flow than claims-

made coverage. With claims-made cover-
age, a hospital can experience a tremendous
deferral of liability, since many claims are
not reported during the policy period in
which the occurrence took place. As a
result, claims-made policy premiums do
not fund fully the occurrences of the pres-
ent period. So reimbursement for the
unfunded liability is postponed. For a
claims-made contract that's been in effect

for 4 years, this unfunded liability could
amount to a full year's premium !

Resources and

stability behind the plan

Excess coverage for the
Schinnerer plan is underwritten by a $4
billion multinational corporation with vast
resources and experience in providing all
forms of insurance coverage to all types of
institutions, organizations and companies
throughout the world. Victor 0. Schin-
nerer & Company, the administrator, is

known for unmatched expertise in profes-
sional indemnity insurance, and has
worked jointly with companies for more
than 20 years on professional liability
programs.

This is the program
that is setting the standards

The Schinnerer Hospital
Liability Plan. It adjusts to the needs of
the hospital. It facilitates compliance with
HEW regulations. It can achieve dramatic
improvements in cash flow without sacri-
ficing protection. It can stabilize and main-
tain the hospital's financial position. And
it is being proven by hospitals all over the
United States.

Shouldn't you learn more
about it? Why not call Jim Willging in
Vlshington, or Tom Tucker in Chicago.
They'll be happy to give you more
detailed information.

Victor Q

52FiiMFE
&Compary Inc.

5028 Wisconsin Ave., N.W.

shington, D.C. 20016
(202) 686-2850

55 E. Jackson St.
Chicago, Illinois 60604
(312) 663-3631
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Minority hiring...
Continued from previous page
With the help of people from the
World Bank and from the Urban

League, he said he was able to fer-
ret out blacks with experience in

life and in personal lines and to in-
terest them in forming a brokerage
firm.

"There are minority-owned bro-
kerage firms in the country," he
said, "but you have to go out and
find them. They don't have the
power to advertise their capacity."

Minority-owned firms must, at
the same time, he able to fulfill
needs and should not be selected

for any reason other than that they
can deliver needed services, he un-
derscored.

Ms. Terry of The Equitable, on
the other hand, advised risk man-
agers to take stock ofthe risks that
come with the affirmative action

mo,vement.

"You owe it to your company to
let it know of legal defense costs in
affirmative action lawsuits," she
asserted.

Social changes being wrc ught as
part of the movement, such as
the much higher percentage of
women, the handicapped and per-
sons with little education in the

workforce, should be analyzed by
the risk manager, Ms. Terry said.

She noted, for example, that
plant safety programs were often
designed 10 to 20 years ago with
the white, middle-class worker in

mind. Today, risk managers
should think about putting up
signs in Spanish for the growing
sector of the workforce that uses

English as a second language, said
Ms. Terry. She was instrumentalin
doing this for a former employer
that had plants in California.

These days, it's not the same old
territory You bump against unfamiliar
new coverages out there. Costs are
spiraling. Some present coverages
may be vanishing.

At IM, we explore insurance contin-
uously with wide-ranging resources.
We also explore with you your needs,
risks, losses. After an in-depth study

and analysis, we come back with the ,
cost-efficient insurance system for .-
your situation.

It may include new self-insurance

The growing number of handi-

capped who are employes also
must be taken into account in risk

and safety programs. she said. Fire
alarms, for instance, do no good for
the deaf.

Equitable has a four-pronged af-

firmative action program, encom-
passing equal employment, entre-
preneurial development, social-
priority investment and corporate
support, Ms. Terry noted. Equit-
able's general operating policy in-
cludes such things as policies on
minority purchasing, advertising

and minority banks.
Mr. Ackerman suggested that

while companies would be wise to
expand the insurance market by
selecting good minority-owned in-
surance firms, blacks have an obli-
gation not to use affirmative action
as a bludgeon.

Minority insurance firms that
take the attitude that, "we want
your business and if we don't get it
you're in trouble," are committing
a grave error, he said. •

Former risk manager:

New pressures to shrink

ranks of captive market
CHICAGO--Captive insurance

companies are going to become a
thing of the past.

So believes insurance consultant

Robert L. Siegal, who in 25 years
with Deere & Co. established sev-

eral insurance subsidiaries for the

firrn.

Increasing capitalization re-
quirements and the lack of under-

writing talent to manage these faci-
lities is likely to lead to a sharp de-
cline in the number o f captive in-
surance companies over the next

few years, he said. Most of the
insurance subsidiaries will be

phased out, merged with other in-

possibilities, a risk-retention fund,
safe deductibles. Or a feasibility

study that looks toward your own
offshore captive insurer, drawing on

IM's innovative experience in formation
and management. And we may suggest our

Nittany Loss Control Services to take you
confidently into safety and claims handling.

You can be in touch easily Our Inter-Mark
network of selected independent agents
spreads across the country So exploring

. -- insurance with IM is just a matter of sticking
close to the best guide in the business.

Insurance Management
IM of America, Inc., 8401 Connecticut Avenue, Washington, DC. 20015 (301) 654-0355

Offices in Reading, Lancaster and Villanova, PA and affiliated agencies nationwide.
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surers or joined together to form
industry mutual companies, he
predicted.

The independent insurance sub-
sidiaries that remain will be only

thelargestfirmsandthosewiththe
best management, Mr. Siegel said.
These firms are likely to become an
increasing important factor in
world insurance capacity through
participation in reinsurance
treaties.

He cautioned, however, that

managers of insurance subsi-

diaries seeking treaty retroces-
sions must know the markets. Fae-

tors such as the ceding company's
stability, track record, integrity
and personnel must be considered
by the risk taker just as a risk man-

ager would consider these factors
in selecting a primary insurer, Mr.
Siegel advised.

The insurance subsidiary man-
ager must also understand the con-
ditions in the reinsurance markets

do not parallel those o fthe primary
market. If the manager chooses to
participate in a reinsurance pool,

he should study the practices and
objectives o fits underwriting man-
ager, he said.

Hiring a full time underwriter for
the insurance subsidiary staff is
the safest way to evaluate retroces-

sions, Mr. Siegel recommended.
Giving the underwriting pen to
outsiders, particularly captive
management subsidiaries of large
brokers, should be avoided, he

counseled. The commingling of bro-
kers' marketing activity with un-
derwriting raises some concern,
Mr. Siegel explained. Their results
have not been as good as other un-
derwriting managers, he added.

While accepting outside busi-
ness is attractive to captive insur-

ance company operators because
returns appear to be good, it is an

extremely difficult business to get
into, said Tom N. Kellog, senior vp
of General Reinsurance Co.

A captive would have to prove

that it had good security to get
good risks, he said. With the tail on

liability treaties stretching out 13
years and longer, a ceding com-
pany would want to know that its

reinsurer will be around to pay
claims 20 years hence, he ex-
plained.

In addition, ceding companies
should insist upon their reinsurers
following their lead in claims han-
dling, Mr. Kellog said.

The traditional insurers' view

has been that captives are run by
buyers and not risk takers and
therefore should be avoided as a

reinsurance market, observed

Andy Barile, president ofAndrew
Edwards & Co., a reinsurance in-

termediary. But an increasing
number of insurers are looking

upon them as untapped capacity,
he said.

Some captive owners have
forged a new phase in captive de-
velopment by acquiring existing
insurance companies after having
learned the insurance business

through operation of a captive, he
noted. The acquisition of the Indi-
ana Insurance Group by National
Distillers & Chemical Corp. is an
example of this, he said.

With 600 giant industrial con-
cerns owning offshore captives,
the potential market development
is so astounding that this part of
the industry must be watched, Mr.
Barile said. .



Flintkote saves 10%

By ELLIS SIMON

CHICAGO-Through a program
combining seven property policies
into one, Flintkote Co.'s assistant
treasurer Seymour Weiss achieved
a 10% premium reduction, ex-
panded coverages and limits and
elimination ofsome ofhis adminis-
trative headaches.

The conventional program that
existed before 1977 provided "is-
lands of protection in a sea of
perils," he said. With separate poli-
cies covering such diverse expo-
sure as electronic data processing
(EDP), railroad rolling stock, and
personal property, coverage was
on a piecemeal basis with gaps in
between, explained the risk man-
ager from Rochelle Park, N.J.

Originally, Mr. Weiss said he had
intended to lump all property cov-
erages into a self-insured program
with an aggregate stop loss. How-
ever, analysis of the existing pro-
gram revealed that certain cover-
ages, such as highly protected
risks, should be insured.

He chose to develop what he
calls a"block" program that incor-
porates the desirable features of
HPR coverage over other expo-
sures with substantial deductibles.

"The HPR program became the
cornerstone around which the
block was built."

Along with HPRrisks, boilerand
machinery, marine and primary
EDP coverages were insured sepa-
rately from the block because of

their special characteristics.
"In effect, the block functions as

an umbrella policy," Mr. Weiss
said. It provides broad coverage on
a custom-made manuscript form
with few exclusions, no coinsur-
ance, valuations prior to loss, full
territorial coverage and total blan-
ket limits, he added.

"Underwriters tend to waive ex-

clusions when writing lumped, all
inclusive coverage," he continued.
Coverages such as accounts receiv-
able, valuable papers, railroad roll-
ing stock, loss of services, excess
EDP, personal property, tempo-
rary warehouses and installations
were added at no additional cost.

Other coverages, like property in
transit, were obtained. for much
tess than if purchased separately.
Flintkote and its broker, Marsh &
McLennan, predetermined the
amount ofpremium they wished to
pay and the broker negotiated the
extra coverages from the under-
writers, Mr. Weiss explained.

The block program also pro-
vided Flintkote with higher limits
of protection. The pre-existing dif-
ference in conditions policy had a
$15 million limit which an analysis
showed to be insufficient, he said.
Underwriter fear of earthquakes
and Flintkote's concentration of

exposures in California made it dif-
ficult to obtain this coverage at a
reasonable cost, he added.

The new program has a $25 mil-
lion per occurrencelimit with a $25
million annual aggregate limit on
flood and earthquake losses.

The policy's $1 million primary
layer was written 85% in London

with the balance placed with Em-
ployers of Wausau: Excess cover-
age is layered and placed with do-
mestic and London markets.

The program has a $100,000 per
occurrence deductible. Losses

over $25,000 are capped by a
$600,000 aggregate stop loss. Origi-
nally, the stop loss program was
written to cover losses over $1,000
per occurrence, but that low level
proved to be impractical.

Because of company policy, Mr.
Weiss declined to reveal the

amount of his premium. But, he
said, total exposure at risk, which

RIMS REPORT

included the HPR program and
business interruption coverage
amounts to $850 million. Business
interruption accounts for $200 mil-
lion of that and HPR represents
three-fourths of the balance.

Now Mr. Weiss has only one pol-
icy to review and monitor and he is
reporting annual values once in-
stead of to a number of insurers. In

addition, he does nothave to worry
about new acquisitions not being
automatically covered and he does

not have to report a schedule ofhis
locations.
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Our Manual Health Claims

Administration Department?
Right this way.

Thank you, Count, but most large
organizations today aren't batty
enough to stay with a manual
system. Not when CAS* offers
immediate, computerized.claims
administration at a fraction of the

cost. Ask any ot the 21 "Fortune
500" companies (list on request)
who've switched to CAS.

With all they have at stake (sorry for
that, Count), handling the claims of
anywhere from 10,000 to 90,000
employees, they welcome the ease
with which their present adjustors
take to operating the CAS terminal.
And they also like having actuarial
data at their fingertips on the de-
tailed costs of medical and dental

programs.

That's why we've included this
coupon - so big organizations tired

* Claims Administration System.

of getting it in the neck from an-
tiquated, slow, costly claims adjust-
ment systems can obtain all the
details on SDC's proven system.
Reading our brochure can be like
coming out of the night into the
sunshine.

CLIP COUPON TO YOUR BUSINESS CARD

OR LETTERHEAD AND MAIL TO NEAREST

CAS OFFICE.
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To: System Development Corporation
(Claims Administration System)
• 2500 Colorado Avenue

Santa Monica, CA 90406

(213) 829-7511
•122 East 42nd Street

New York, NY 10017

(212) 697-5120

• 900 Commerce Drive

Oakbrook, IL 60521

(312) 325-6363

Please send me your brochore giv-
ing full details of the CAS technique
of automating medical and dental
claims administration for large

organizations.
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EDP market needs expert input: Insurer
CHICAGO-Effective dialogue

between risk managers and under-
writers is needed if markets for

electronic data processing cover-
ages are to remain open, says one
EDP underwriter.

Moreover, risk managers must
be able to identify their EDPexpo-
sures, be sensitive to them and be
able to communicate them, said
Dean P. Felton of Reliance Insur-

ance Co. The risk manager must
understand the priority ofan expo-
sure to the underwriterand be able

to communicate that exposure to
him. 0

With connputer technology
changing with increasing velocity,
the risk manager faces the choice
of"drowninginEDPbuzzwordsor
learning about computer technol-
ogy and exposures and swim-
ming," Mr. Felton said.

The same choices face the under-

writer, he added, noting that"igno-
ranee should not put theinsurance
industry in the position of not be-
ing able to service its clients."

To provide that service, the EDP
underwriter must have a need for
that type of risk, well-defined un-
derwriting criteria, prior experi-
ence with the type ofrisk and satis-
faction that submissions to him ac-

curately reflect the risk, he ex-
plained. To manage the EDP risk,
the risk manager must either learn

data processing or hire.the expert,
Mr. Felton contended.

"Stripped to its essentials, the
data center is no more difficult an
environment in which to assess

risk than the accounting depart-
ment or the production line," said
Steven J. Ross, assistant vp of Irv-
ing Trust Co. ofNew York. "A firm
grounding in EDP concepts-
input, process, output, tape and
disk data storage, even a little
telecommunications-will enable

the risk manager to aid data pro-
cessing management in finding
ways to identify risks."

While traditionally the risk
manager's role with the data center

1 st incident

can breed

rno re losses
CHICAGO-Following a partial

loss of computer facility due to
smoke or water damage, preven-
tion of further deterioration of the

facility becomes the greatest prob-
lem facing risk managers, ad-
justers and insurers.

And there is no standard proce-
dure to determine how to do it.

Although a system may seem to
be partially salvageable, exposure
to smoke and water can result in

further damage following the mi-
tial occurrence, according to pub-
lic adjuster Leonard Theran. Such
was the case in a $5 million loss
adjusted in 1976 for First Data
Corp. of Waltham, Mass.

Actual physical damage due to a
fire in the computer room

amounted to $200,000, but smoke
and water exposure eventually
destroyed the system. A preven-

tive maintenance program imple-
mented after the fire prolonged the
computer's use for a month. But it

eventually fell apart and the in-
surer replaced it.

Loss prevention steps recom-
mended by Mr. Theran included
installation ofsmoke detectors, ha-
lon and sprinkler systems, fire-
proof files for papers, photos ofthe
contents of a facility in normal
times and duplicate media and
records stored off premises.

He also recommends buying ex-
tra expense insurance and prop-
erty insurance on a replacement
cost basis. •
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was limited to protecting it against
fire and other forms o f destruction,
"a more meaningful role today is
"to determine the extent of corpo-
rate dependency on automated fa-
cilities and the degree of protec-
tion needed to minimize corporate
vulnerability to those facilities," he
added.

With products and services of
many firms becoming an exten-

sion of their computer, data secu-
rity becomes "the security of the
organization itself," Mr. Ross said.

EDP risk can be controlled

through control itself, he noted.
EDP managers should be guided
by the precept that "only author-

ized persons shall perform only
authorized transaction."

Such techniques as segregating
functions like accounting and
bookkeeping reinforce internal
control, added Mr. Felton. To pre-
vent computer theft, the system
should be designed so the "guy in
inventory does not have access to
the payroll."

Scrambling of data through en-
cryption devices also serves as a
deterrent to theft and programs
that report exceptions to normal
procedures can be built into sys-
tems, Mr. Felton said. Some sys-
tems have devices that shut them

down when unauthorized persons
seek access and detection devices

can be designed to report the ter-
minal location of the undersirable

entry attempt, he noted.
In addition, computer mainte-

nance should be performed on

down time and be carefully moni-
tored, Mr. Felton said. An unscru-
pulous repairman can slip a key
protective device out of the hard-
ware, creating a change in com-
puter logic that permits access to
the system.

Errors and omissions are the

greatest computer security threat
in the United States, accounting
for between 50% to 80% of all

losses, according to Patrick F. Sul-
livan, systems security consultant
for IBM. Following in rank are em-
ploye dishonesty, fire, sabotage by
disgruntled employes, water dam-
age and external attacks.

While crime is the hottest com-

puter security topic, "focusing on
crime rather than protection and
accepted standards places the bur-
den of proof on the criminal," said
Irving Trust's Mr. Ross. "We can

never know that a particular sys-
tem is impervious to crime; we can
only know or hope to know that
crime has not occurred yet.

"The lack ofmanaged and antici-
pated risk and tested counter-
measures leaves systematic loop-
holes which a criminal might ex-
ploit. Crime will never go away,
but its relative impact can be pre-
dictedanddealtwith, likeotherex-
posures."

Crime insurance cannot be a

substitute for effective loss pre-
vention, said Reliance's Mr.

Felton. "Companies should make
the cost of bridging computer se-
curity so high as to discourage
computer theft."

Data systems security will in-
crease in importance as systems

become more sophisticated and
decentralized, IBM's Mr. Sullivan
noted. More people will have ac-
cess to terminals and it will take
increasing vigilance to prevent the
wrong people from gaining access
to the wrong data, he added. •
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corporate services hunters
By JOHN MAES

CHICAGO-Mike Gron ofRIMS
remembers when the RIMS con-
ference exhibit area consisted of
four or five insurance companies
handing out pamphlets.

It's changed dramatically over
the last several years.

The 1979 conference exhibits

here were an array of colorfully ap-
pointed, professionally designed
displays set up by not only insur-
ance companies, but also by risk
management consulting firms, se-
curity companies and even a book
publisher.

The exhibit hall displays have
been steadily gaining sophistica-

El-[GY ErN-SES'f

tion since they were begun in 1970.
But, "this is the first year it's been
quite this good," according to Mr.
Gron, advertising manager of
RIMS.

Companies with products and
services to sell to risk managers
and employe benefit managers
have realized that exhibiting at the
RIMS conference can be a valuable

advertising and educational tool,
he said.

RIMS exhibits have become so

popular that the society sold all
available display space in the Chi-
cago Marriott Hotel within a week
and a half last May. There were 31
exhibitors at the 1979 conference,

each firm paying $1,000 for each
8' x 10' space it occupied.

"When we sell the booths at the

outset we encourage people to
come up with educational stuff
and ideas," said Mr. Gron. "And it's

notjustforsales, wewantpeopleto
be able to walk up to a booth and
learn something.

"We really tried' to get other in-
dustries than just insurance, like
safety and security, all the services
a risk manager would want," he
said.

DO ONE THING
BEFORE YOU RECOMMEND
SELF=INSURANCE
TOYOUR MANAGEMENT.

ASK THE HOME GROUP
IP IT ALL ADDS UP.

You've done your homework. You
know your company's history of losses.
Where safety programs are working and
where they're not. The current costs for
Workers' Comp and other coverages. And
you've computed how your company's
cash flow position might be improved
with judicious risk retention.

The risk management professionals
of The Home can tell you if it all adds
up. We provide a full scope of risk man-

agement services. This
ranges from providing
computer capabilities for
a quick and accurate
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Wharton School professor Dr. John Cozzolino, left, attracted RIMS
conference attendees to the INA booth with his discussion of the
science of risk aversion.

One of the exhibitors, Joe Nigro
of the General Adjustment Bu-
reau, said his organization has

analysis of your computations, to im-
plementing and servicing you f program.
And in this era of shrinkingcapacity, we
can arrange for the layered insurance
required to make the whole proposition
work.

Make the last step in your self-
insurance evaluation your best step.
Consult with the risk managementspecial-
ists at The Home Group. Let them serve
as your risk management team.

lhe Home

Insurance Company
A City Investing Company

been displaying at RIMS confer-
ences for 10 years. It has been an
"invaluable" tool for marketing
and advertising GAB's services, he
said.

A lot of the people who stop by
GAB's display are from' firms
about to enter the self-insurance

market and are"hunting, feeling as
much as they can for answers,"

said Mr. Nigro, managerofmarket-
ing support and advertising for
GAB.

Factory Mutual System pro-
moted its -eyes of awareness"
safety campaign at its brightly-

colored display booth.

A mini-theatre show in the FM

booth presented a five-minute film

prevention.
One of the features of INA'.

sprawling display was Dr. John
Cozzolino, professor of operations
research at the Wharton School,

discussing the science ofrisk aver-
sion with the aid of a computer
screen.

Matthew Bender & Co. Inc., a

publisher of law and tax books,
was a first-time exhibitor. It went

to the conference to expose risk
managers to the company's line of
books on product liability laws,
OSHA requirements and other in-
surance and safety-related law,
said Dennis M. Toomey, manage-
ment service director.

"Risk managers are becoming
professionals and if you give them
better information at their finger-
tips, they'll do a better job," said
Mr. Toomey.

While the exhibit hall at times

would take on the look of a fair
with conference attendees stroll-

ing from one booth to the next, Mr.
Gron said the RIMS society tries to
keep the event "educational" and
asks exhibitors to avoid lavish

drawings or giveaways.
About the most extravagant

giveaways were at the Alexander
& Alexander booth where the com-

pany had a computer set up to
produce individual biorythym
charts while it advertised its new

risk information service.

At another, members of the At-
lanta RIMS chapter were busy
promoting their city as the site
of the 1980 conference. Their give-
away? Snack bags of Georgia pea-
nuts.

New broker named
Champlin Petroleum has named

Emett & Chandler in Los Angeles
as broker for its workers compen-
sation and comprehensive general
liability coverages, Business Insur-
ance learned. The two coverages
were previously brokered by MIS,
a Texas brokerage firm which is
being acquired by Alexander &
Alexander. The Union Pacific Co.,
which owns Champlin Petroleum,
has used Emett & Chandler as its

broker for years, according to the
petroleum company spokesman.
The premium volume of the
workers compensation and com-
prehensive general liability is
about $1 million.
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Letter lobbying can

shape laws: Adviser
CHICAGO-The business com-

munity can influence the course of
regulation and legislation, but only
if it responds quickly to govern-
ment proposals, a veteran benefits
consultant says.

"You'd be surprised how your
comments are taken into account"

by government policymakers, says
Theresa Stuchiner, partner at
Kwasha Lipton, a national benefits
consulting firm.

Drafters of the pension reform
law, for example, dropped a provi-
sion that would have frozen inte-

gration levels between private pen-
sion plans and Social Security af-
ter the business community rallied
in opposition to the provision, Mrs.
Stuchiner noted.

Looking for capacity in 1st layer umbrella?
Look to Baccala & Shoop. We've got in-house binding authority

for $5,000,000 umbrella coverage and facilities for more are available.
in addition to the capacity you need, we offer the fast,

professional service you need, too. When you're looking for capacity
umbrella from the professionals, look to Baccala & Shoop.
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Home Office: 2 Century Plaza Towers, 2049 Century Park East, Los Angeles, CA 90067 (213) 553-1333
Southern California: 3345 Wilshire Blvd., Los Angeles, CA 90010 (213) 385-6266

San Francisco: 1 Market Plaza, San Francisco, CA 94105 (415) 777-4300
Houston: 9100 Southwest Freeway, Houston TX 77074 (713) 777-4530

New York: 88 Pine Street, New York, NY 10005 (212) 943-2070
Seattle: Bank of California Center, Seattle, WA 98164 (206) 624-8711
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Bermuda: International Center, RO. Box 2018, Hamilton 5, Bermuda (809) 295-5425

RIMS REPORT

More recently, a flood of com-
plaints (more than 4501etters in all)
from employers has convinced the
Labor Department to reexamine a
proposal that would require com-
panies to furnish pension plan par-
ticipants with benefit statements
within 60 days of receiving a re-
quest for the information. Employ-
ers contend the 60-day deadline
doesn't give them enough time to
supply the information.

Congressional committee staf-
fers are eager to hear from employ-
ers, Mrs. Stuchiner observed.
"Staffers, above all, want to
achieve balance and fairness in leg-
islation," she said. And such a bal-
ance is possible only if business
and other interest groups come out
in the open and make their views
known, she explained.

Aside from responding to pro-
posed regulations and legislation.
business can take an active role in
the formation oflong-range policy
by assisting government task
forces and commissions, Mrs. Stu-
chiner said.

For example, President Carter's
new commission on pension pol-
icy, which is looking at some o fthe
problems facing public and private
retirement plans, is "very under-
staffed. Every bit of backup sup-
port" from employers can only
help, she said.

Turning to pending benefits leg-
islation in Congress, Mrs. Stu-
chiner doubts if Sen. Harrison Wil-
liams (D-N.J.) and Sen. Jacob
Javits's (R-N.Y.) latest sweeping
attempt (S.209) to amend the pen-
sion reform law will be approved
by Congress during the current
session. But she believes the bill

will be reintroduced duringthe fol-
lowing session.

There is enormous support, how-
ever, for legislation that would per-
mit for the first time tax deduc-
tions for employe contributions
into corporate pension plans.

Allowing tax deductions for em-
ploye contributions to corporate
pension plans would give em-
ployes an incentive to beef up the
plans' benefits to ensure that they
will have adequate retirement in-
come, she said.

One major obstacle standing in
the way of approval of tax deduc-
tions for pension plan contribu-
tions is opposition from the Trea-
sury Department, which fears that
enactment of such a prop6sal
would result in a major revenue
loss.

Several bills have been intro-

duced in Congress this year that

embody the tax deduction con-
cept. Of those proposals, Sen.
Lloyd Bentsen's bill (S.557), which
would permit annual tax deduc-
tions of$1,500 or 15%0fcompensa-
tion, whichever is less, probably is
most appealing to plan sponsors
because it could be implemented
within a minimum of disruption,
she said.

Broker acquired
Corroon & Black Corp. has ac-
quired Sanders & Sullivan, a
San Jose-based brokerage firm,
through an exchange of stock.
With annual revenues of almost $2
million, Sanders & Sullivan was
the largest independent broker in
the San Jose area. And San Jose is

one ofthe fastest growing areas in
California, according to Robert F.
Corroon, chairman of Corroon &
Black.
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Mich. county agency paves new risk control pat h
By MARY ELLEN McKEE

CHICAGO-The Oaklund Coun-

ty Road Commission, unknown
beyond the city limits of De-
troit, is paving a new path in risk
management: highway risk man-
agement.

The Michigan county road com-
mission is the only public body of
its kind in the country to launch a
separate and comprehensive high-
way risk management program to
cut down on the number of acci-

dents on roadways and the liability

exposures of the public agency.
"We don't have any figures to

back any claims that the system
solves all the problems ofhighway
liability exposures, but what we
are seeing is a change in the atti-
tudes, awareness and philosophy

of the people within the road com-
mission," noted the commission's
risk management coordinator

Brent Bair. "The road engineers.
the maintenance crew, all the way
down to the clerical help, are now
thinking like risk managers."

A separate body from the rest of
county government, the Oaklund
County Road Commission launched
this program after seeing the death
total on its roadways rise to 820 and
injuries mount to 87,000 in a five-
year period.

The public cost of all accidents
exceeded $500 million, or more

than $3,000 for every highway
crash. By late 1977, accident liabil-
ity claims against the road com-
mission totaled $72 million, which
is almost three times the com-

mission's budget.
"If we had continued under the

old program, liability coverage
would have costthe commission at

least $1.5 million, a substantial
jump from the $60,000 cost in
1973," Mr. Bair emphasized.

As part of the risk management
program, the road commission is

self-insuring against liability claim
losses up to $100,000 per claim with
an annual aggregate of $1 million
per year.

"We expect this to save the com-
mission at least $400,000in the first
year alone. Self-insuring has al-

ready meant an insurance pre-
mium reduction from $1.2 million
to $513,240," the commission's risk
management coordinator boasted.

In addition to the cost savings of
going self-insured, this funding
method allows the commission to

more efficiently analyze claims in-
house to determine where hazards

exist and methods of eliminating

such hazards for the traveling
public.

Road commission employes and
the traveling public are the keys to
the success ofthe program, accord-
ing to Mr. Bair.

To start the program, over 10,000
consumer complaints were pro-
cessed by the commission and the

records ofprevious and currentac-
cident liability claims against the
public agency were analyzed to
find out what were the mor
weaknesses in the 2,500 miles of

roadway under the purview ofthe
commission.

The agency found that potholes
and edge ruts are not simply an in-
convenience but often created sig-

nificant safety problems. As a re-
sult, the road commission alloca-
ted $600,000 more for repairing
potholes and edge ruts.

Storm losses estimated
Wind, hail, tornadoes and ice con-

nected with two separate storm
systems that struck nine Midwes-
tern and Eastern states early in

April and caused insured losses es-
timated at $38 million, according to
the American Insurance Assn.

Employe safety hazards are get-
ting the same kind of treatment in
the program. Through an employe
feedback process, the commission
determined that employe safety ef-
forts existed but were not effective

because of a lack of coordination,

Mr. Bair explained. So, the com-
mission compiled all employe
safety procedures and rewrote
them in a standardized style into a
single safety handbook.

The commission's risk manage-
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ment program, in the planning
stages since late 1977 and in prac-
tice at the beginning ofthis year, is
also providing extensive road
safety training programs for the
commission's 520 employes and a
pink slip program.

Pink slip programs are simply a

method the commission is using tg.
encourage employe identification
of safety problems on the roads to
sharpen risk management aware-
ness and provide more timely no-
tice o f weak points.

The commission designed forms
so that each employe could report
a risk exposure spotted in their
daily travels, Mr. Bair explained.
"We encourage employes to put
some o fthe forms in the glove com-

We'rehelping agents and brokers write business worldwide

partment of a car, so upon seeing
the exposure they can fill out the
form, thus ensuring greater accu-
racy," Mr. Bair added.

"Reducing the number ofsevere
accidents does not necessarily

solve liability problems on the
roadways, but the risk manage-
ment program in Michigan pro-
vides a better defense for the pub-
lic agency in court and ensures the
agency's financial stability," Mr.
Bair said. •
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Basic health plan mandate due: Panel
CHICAGO-Some form of na-

tional health insurance will be
passed by Congress next year and
will be in effect within four years,
predicts Norman Minor, vp of
Johnson & Higgins.

Although other members of a
panel at the RIMS conference dis-
cussing the future ofemploye ben-
efits were skeptical o f this predic-
tion, Mr. Minor was adamant that

the government will soon require
all employers to provide a basic
health care plan for their workers.
The mandated benefits may be
similar to those under the present
Medicare health program for the
elderly, he suggested.

In a wide-ranging discussion
about possible changes in employe
benefit practices and laws, the
panel members also predicted that

in the future:

• A general erosion cf manda-
tory retirement laws would bring
about massive changes in the
Structire of pension plans.

• More employes would retire at
close to 100% of their final take-

home salary.
• Employes will begin to shift

away torn demanding increased
and expanded benefit programs.
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but will place more emphasis on
salary increases.

. Cost of living adjustments
would become more prevalent for
retirees on company pensions.

A shift to retirement at older ages
and an elimination of laws re-

quiring employesto retire afterage
65 or "O were seen by each of the
panelists as a sure trend ofthe 70s.
This would not only keep more
people in the work force, but
would change the way companies
handled their pension programs,
the experts added.

"Raher than the present all or
nothing, I shink we will see em-
ployes offered partial pensions
during th€ -ater years when they
might stay with the company, but
not on a full time basis," predicted
Ed Bush, vp of Towers, Perrin,
Forster & Crosby, a management
consultant firm. "I think we will
start easing the transition to retire-
ment. rather than having this sharp

break at 65."

At retirement, employes will
find their benefits come close to

providing the same spendable in-
come as their former salary, said
Davis Roenisch, senior consultant
for Compensation & Capital Inc.
The combination of Social Secu-
rity, the employer's pension pro-
gram and a company employe's
contribution fund (such as stock
options) will provide this wealthy
retirement benefit, Mr. Roenisch
said.

Benefit programs, however, will
not increase at the sanne rate they
have for the past decade, Mr.
Roenisch suggested.

Instead of greatly expanding
present plans or adding legal ser-
vice plans, group auto insurance,
health club memberships and tax
consultant services, in response to
union demands, employers will
switch their emphasis to higher
pay, Mr. Roenisch said. This would
not only help employes cope with
inflation, but would also reduce
some economic burden on the em-
ployer, he said.

For example, Mr. Roenisch ex-
plained, each 1% increase in pen-
sion and retirement benefits adds
up to a 7% compounded cost for
the company. .

Foreign branches need
benefit rules: Manager

CHICAGC-Benefit managers
of foreign SLbsidiaries should op-
erate ur.der z uniform set of stan-

dards to pr.vent wide discrepan-
cies between operating units,
counsels a benefits manager.

While it is necessary for a corpo-
rate benefits manager to regularly

1 visit foreign facilities and meet
with local management. it is diffi-
cult for the corporate manager to
run the overseas benefits pro-
grams on a day-to-day basis, said
Horace Schwartz, corporate em-
ploye benefi: manager at Bell &
Howell.

 vary from ccuntry to country, dif-Because social security benefits

.
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ferent levels of pension funding
are also needed, he said. In addi-
tion, costs should be carefully
watched to see how they compare
with the rest of the international
prograrn.

A regional benefits consultant
serving facilities in several coun-

Photo: Ellis Simon

Benefit managers of foreign
subsidiaries should use uniform
standards says Bell & Howell
benefit manager Horace
Schwartz.

tries might be beneficial in this
task, said Mr. Schwartz. Use of a
regional consultant lends itself to
more uniform design and imple-
mentation of programs in the vari-
ous countries, he explained.

Among the standards suggested
by Mr. Schwartz for guiding bene-
fit managers in various foreign
subsidiaries are: comparing the
plan offered in one country with
that offered by competitors; fullin-
tegration with local social security
programs; current management
funding current liabilities and use
of cost sharing with employes
wherelabormarketconditionswill
permit

Overseas benefit managers

should avoid, however, voluntary
indexing of benefits, pension ben-
efits based on final year's pay,
pyramiding of benefits, reacting to
individual cases and incorporating
the best features of each compet-
ing plan, because they sometimes
are in conflict, he warned. .



Captives offer options,

require analysis: Panel
By KATHRYN J. McINTYRE

CHICAGO-Operating a captive
insurance company not only pro-
vides the parent company with a
stable insurance market but also a

flexible one, says Duane Allen, as-
sistant treasurer of Hanna Mining
CO.

"You can vary retentions with
the conditions of the market-

place," he said, illustrating how
Hanna Mining has altered its
charterer's liability insurance pro-
gram over the last few years.

In 1970 the premium on the pur-
chased policy jumped to $150,000
from $15,000 while the $10,000 de-
ductible was to increase to $50,000.

As a result, Hanna Miningjumped
the deductible to $100,000, insur-

ing $90,000 over the first $10,000 of
a loss in its Bermuda insurer
Oceanview.

In 1972, in response to still-
changing nnarket conditions,

Hanna Mining purchased its
charterer's liability insurance with
a $10,000 deductible but also assu-
meda 2&% quota share ofthe risk
on the $6 million policy.

Mr. Allen illustrated this advan-

tage ofmaintaining a captive insur-
ance company to one of the best-
attended sessions ofthe RIMS con-

ference. The turnout for a panel
discussion on captives illustrated
the continuing interest and fasci-
nation risk managers have with
forming captive insurers.

Two panel members, however,
stressed the importance of full
analysis of the risk funding alter-
native by a company before itjoins
the legions of captive owners.

The proliferation of captives to
some 900 "concerns me," said Tom
C. Allen of Fred S. James & Co. "I

wonder how many of them are
soundly conceived. How many are
properly managed? How many
have planned fortheir future? How
many will fall when the wind of
risk.blows hard upon them?"

He recommended that risk man-

agers take advantage of the sys-
tems "now available which encom-

pass the broad spectrum of finan-
cial decisions which confront the

management of insurance risk.
Modern technology, including the
electronic capability provided by
the computer, make all this possi-
ble" he said.

Fred S. James, for example, uses
its own mathematical model to cal-

culate risk scientifically, he said.
"If a captive company can weather
such rigorous examination, it must
be soundly based."

Ernest Liebre, assistant trea-

surer of FMC Corp., also stressed
the importance ofthorough finan-
cial analysis before embarking on
formation of captive. He suggested
thata company should particularly
consider the alternatives to a cap-
tive, such as self-insurance or loss-

sensitive insurance policies.
Structuring retrospectively rated

insurance plans so that the buyer,
not the insurer, holds reserves and

premiums are paid monthly in-
stead ofannually can provide cash-
flow advantages, he noted.

But if a captive is decided upon,
its formation should undergo the
same financial analys'is applied to
any new business enterprise, he
recommended.

The questions from the audi-
ence, however, revealed a wide
divergence of understanding of
captive insurance company opera-
tions. Most queries indicated inter-
est in basic information.

The two-year old tax issue was
raised. Many people seem to still
misunderstand Internal Revenue
Cnr,r,An n,-,nne;+1,•kn +rk Ana„rt#,0 2:
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a business expense premiums paid
to wholly owned offshore captives.

Access to the reinsurance mar-

ket was questioned, which panel
member Edward P. Lalley, presi-
dent of Ideal Mutual Insurance

Co., rather played down. Whether
one operates a captive or not, entry
to Lloyd's of London is still
through a Lloyd's broker, he
noted.

The tough questions, such as
how to repatriate earning from a
captive, were dodged as too diffi-
cult to answer in such a forum. I
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Mind employe reaction

to self-funding: Execs
CHICAGO-Self-funding em-

ploye health benefits and using

tax-exempt trusts aren't guaran-
teed to save money for every cor-
poration.

Benefit specialists warn the ad-
vantages and disadvantages of
self-funding should be carefully
studied before a corporation
adopts the funding mechanisms.

One place where it has worked
thus far, however, is at Brown &
Williamson Industries in Peters-

burg, Va. The company has been
phasing in self-funding of its
health insurance benefits since
1976. Benefits rnanager J.T.

Burkhardt said the company saved
some $260,000 in the first year of
the progrm and about $700,000 as

additional employe benefits went
self-insured.

The company, however, couldn't
self-fund plans for all employes.
While the idea was accept€ d by the
mgjority of its 10,000 employes,
who are mostly tobacco workers,
about 1,000 craft union workers
preferred to stay covered by Blue
Cross/Blue Shield.

The self-insured plan a.so does
not extend to the firm's approxi-
mately 70 overseas workers who
are covered under a conventional

insurance plan with an interna-
tional carrier, he said.

The plan so far appears to be
working, according to Mr.

Burkhardt, "There are some start-

up expenses but the pluses out-
weigh the minuses."

Mark C. Sysler, risk andemploye
benefits manager for City Stores
Co. of New York, said a company
should move to self-insurance only
after carefully weighing its advan-
tages and disadvantages.

A company should start by ana-
lyzing the money saving aspects of
self-insurance with :ts financial de-
partment. A feasibility study pre-

pared by a broker, benefits special-
ist or in-house staffis the nextstep.

Although some firms have real-
ized savings, there are drawbacks,
Mr. Sysler said, "If your plan is
contributory, your employes
might not want to contribute to it
and don't want to participate in it
because they don't understand it.
Theylikethefeelingofpayingpre-
miums to an insurance company."
The solution to that problem is ef-
fective communications to em-

ployes about exactly what the plan
means, he said. .

-..-
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It's a buyer's market

in Canada, too: Broker
CHICAGO-The time is right for

Canadian buyers to improve liabil-
ity coverage and to reduce costs
since the country's liability market
has finally reached a manageable
point, aReed Shaw Stenhouse Ltd.
broker suggests.

A Canadian excess and surplus
lines broker agrees with him, but
worries that current soft market

conditions will lead to a repeat of
the capacity crunch suffered in
1975 and 1976.

Loss experience in the primary
liability class in Canada should in-
crease by at least 10 points from
last year, predicts Arthur W. Des-
pard, the Reed Shaw Stenhouse
broker. He bases his prediction on
loss experience last year which

THE BIGGER

THE PROBLEM

the more you
need us

At Talbot Bird we think marine insurance is a personal business. Here you deal with
people, not policies; experts in Ocean and Inland Marine coverage who are among the top
professionals in the business. They have the knowledge, experience and capability to
prove it. So when problems loom large borrow a little of our talented marine help.

Talbot, Bird & Co., Inc.
Marine underwriters and Managers

156 William Street, New York, N.Y. 10038

Atlanta • Chicago • San Francisco • Los Angeles • Seattle
Tampa • Boston • Dallas • Richmond • Vancouver
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was 88% on $375 million in volume
compared to the 76% ratio in 1977.
That'supfromthe 66%ratioof1976
and the 56% the year before that.

"The trend is disaster," Mr. Des-
pard states emphatically. "Al-
though the insurers deny it, re-
serves were increased in the liabil-

ity lines last year to eat up some of
the profit of the property lines,
thus providing a hedge."

If this is the case, Mr. Despard
maintains, the adequacy of re-

serves will be realized by settle-
ments of claims during the past
12-month period. Mr. Despard also
maintains that the results should

be a considerable improvement
from the 88% experience, but since
88% was fictional, so will be the
new figures.

"We have also seen considerably
more companies willing to quote
liability than in previous times, but
rates seern to be holding very
closely to previous years," he said.

Mr. Despard expects that claims
experience will again deteriorate
in Canada and that premium rates
will increase by approximately
100%. "Law changes will dictate
those hikes in premiums rates," ac-
cording to Mr. Despard. While
nothing of note seems to be hap-
pening now, there are a number of
things going on that can do noth-
ing but cause difficulty to ourlegal
system," said Mr. Despard.

Where the U.S. is now working
diligently to modify its strict liabil-
ity approach and get back to a neg-
ligence approach on products lia-
bility, it appears the Canadian legal
system is looking to adopt a strict
liability concept.

"Legal schools are graduating a
tremendously large number of
new lawyers, but there is not suffi-
cient work for these lawyers at the
present time and having spent the
time and effortto geta degree, they

will be aggressively looking for
work," Mr. Despard added.

Prepaid legal expenses, a new
product in Canada, will provide for
defendant actions and plaintiff ac-
tions. With a coinsurance clause in
the policy, money will be readily
available for an injured person to
take action against a corporation.

Ian Elliott, president of an ex-
cess and surplus lines agency bear-
ing his name, warns buyers of in-
surance to beware of"flaky" mar-
kets and the sudden changes the
buyer of insurance is subject to in
this market climate.

In 1975, Mr. Elliott recalled, in-
surance buyers were hurt by ama-
teur brokerage houses offering in-
house excess and surplus lines
coverage at low prices. When one
insurance buyer's first layer of ex-
cess liability insurance was up for
renewal in 1976, two days before
the expiration date the coverage
was cancelled. The layer was re-
placed in eleventh hour negotia-
tions at a much higher premium.

".What ·this should have taught
buyers and brokers is to think
twice before switching brokers if
one offers premiums attractively
lower than the ones you are paying
now, Mr. Elliott noted. "Consider
the servicing ofthe account and es-
pecially consider that.this excess
and surplus lines broker will prob-
ably carry you through any market
crunches," Mr. Elliott added.

"Switching reinsurersat the
sight of lower premiums is not
good marketing and is poor risk
management of an account," Mr.
Elliott warned. •



Congressional inaction

delays pollution policy
CHICAGO-Congressional ap-

proval of an appropriations bill
authorizing the federal "super-

fund" to cover offshore pollution
liability isa cloud hangingoveroff-
shore oil facility operators and
owners, according to the president
of AIG Oil Rig.

Once the legislation is passed,
every company involved in off-
shore oil operations must have
proo f o f financial responsibility to
$35 million for each facility, Roy
Williams said (BI, April 30). Under
regulations recently issued by the
Coast Guard to implementthe 1978
Amendments to the Outer Conti-

nental Shelf Lands Act, owners as
well as operators are subject to this
burden of proof.

The $200 million superfund, fi-
nanced through general revenues
and a 3 cents per barrel surcharge
on oil produced offshore, would
cover losses over the $35 million
for which owners and operators
are liable.

Because liability of offshore
owners is proportional to their fi-
nancial stake in an offshore facil-

ity, furnishing proofo ffinancial re-
sponsibility could become cum-
bersome, Mr. Williams said. Invest-

ment houses such as Merrill Lynch
market shares in offshore facilities

for as little as$5,000 and $10,000, he
noted.

In addition. requiring that insur-

ance companies that will be ap-
proved for writing the coverage be
available for direct suit scares off a

lot of insurance companies and

eliminates use ofcertain foreign in-
surance companies, Mr. Williams
said. The government also has not
published its definition of an "ap-

proved" insurance company.

AIG Oil Rig, a pool of almost 300
American insurers, has developed
a rating formula for offshore pollu-
tion liability and is drafting a form
that it intends to submit to the

Coast Guard for approval. How-
ever, until Congress appropriates
money for the superfund, "no one
in D.C. wants to talk to you," Mr.
Williams complained.

All American Marine Slip, an-
other American offshore pool, has
said it will write offshore pollution
coverage and the London market
is expected to, also.

Mr. Williams said his syndicate's
rates for offshore pollution cover-
age will be in line with the pollu-
tion aspect of well control policies
currently being sold.

It may pay
to seearate
your iexas
workers'

comp coverage.
Placing workers'
compensation with Texas
Employers' saved our
poliCyholders over $55.8 million
in 1978 alone. Even though the
state of Texas sets rates for all

carriers in Texas, we're able to

return savings from operational
efficiencies (yours and ours)
directly to our policyholders.
That's why many national
companies separate the Texas
portion of their workers'
compensation coverage.
Find out how separate Texas
coverage may pay off for you.
Call our National Accounts

Division at 214/653-8100.

Texas Ern*Lovens,

insumanceAssocianon

P. 0. Box 2759

Dallas, Texas 75221

Employers Insurance of Texas:
Texas Employers· Insurance Assn.
Employers National Insurance Co.
Employers Casualty Co.
Employers National life Insurance Co.
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To date, experience in the Outer
Continental Shelf has been good,
Mr. Williams said. The greatest
hazard is likely to be a well blow-
out, he added.

Crude oil is biodegradable after
an extended period and it tends to
spread out on top of the water, he
continued. Fish tend to avoid it by

swimming around oil slicks.
Major toxic effects normally oc-

cur only when the oil settles along

the shore, creating problems for
aquatic plant life and oyster beds
adjacent to the coastline. •

Photo: Ellis Simon

AIG Oil Rig is ready to submit its
rating formula to the Coast
Guard, says president Roy Wil-
liams.
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Political risks loom: Exec
CHICAGO-The corporate risk

manager should determine the de-
gree of a company's risks overseas
and should walk through a set of
standard steps to help minimize
those hazards, according to Roy E.
Pedersen, assistant manager of
corporate insurance for Johnson &
Johnson Inc.

Recent governmental UP-

heavals, particularly in Iran where
there have been sizeable losses,
makes it important for the risk
manager o f a multinational firm to
assess the company's risks abroad
and take steps to minimize them,
Mr. Pedersen said.

A company should estimate the
financial impact oflosing an over-
seas facility to expropriation or
loss due to rioting or civil strife, he
said.

The risk manager should also de-
termine how the host government
views the industry the individual

firm is engaged in and how impor-
tant it is to that nation's economic

well-being. This should give the
risk manager a pretty good idea as
to whether the country would take
over the firm's facilities in the

event of a rebellion, he said.

After making this assessment,
risk managers should then take
"corrective action" to reduce the

possibility of losses, he said.
Among the safety steps he rec-

ommended was for the company
to diversify its risk in more than
one nation so an upheaval in one
country will not wipe out a
company's entire overseas opera-
tions.

Other productive measures Mr.
Pedersen suggested include antici-
pating governmental action as best
as possible, avoiding joint ven-
tures and trying to procure pay-
ments in Western currencies. i

HANSTAR:
SEEING IS BELIEVING.

HANSTAR is John Hancock'scomputerized group accident and health claim payment system. A proven
system that's so advanced, you need to see it in action to understand all it can do for you.

First, you'll see how HANSTAR saves your company time. With our national on-line system, we can
answer policy and claim questionsimmediately, even if your company has regional divisions. Second,
HANSTAR is accurate. It has built-in controls that reject invalid information and claims duplication. And
it automatically calculates benefits, including reasonable and customary charges, and assures uniformity
of contract application with maximum claim cost containment effectiveness.

Popularity with employees is another key HANSTAR feature. Employees appreciate the fast response
and the complete Explanation of Benefits, or HANSTAR-generated letter, clearly detailing the disposition
of the claim.

Reports on claim frequency, utilization and plan
adequacy are available to assist you in considering
appropriate plan revisions.

HANSTAR's flexibility in claim administration extends  Mutual
to the full spectrum of fully insured, MPA and ASO plans. Life Insurance

See what HANSTAR can do for you. Call Paul H. Gregg, Company
Vice President, at (617) 421 -6205 and ask for a HANSTAR
demonstration. Seeing is believing. Boston, Mass.
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N.Y. Exchange backer the dais, Mr Jackson said he

doubted that the exchange would London connections can
be able to bring in investors from
outside the industry or greatly in-
crease capacity, two reasons it was

deflects London's scorn started hurt buyers: Observer
Mr. Greenberg rejoined, how-

CHICAGO-The New York In- · - ever, by pointing out that the "col- CHICAGO-Who gains more He also indicated that these very

surance Exchange, much bally- onists have learned something in when a marriage is made between large brokers have the potential to
hooed as a lusty competitor for the RIMS REPORT 200 years" and argued that the ex- American and London brokers, misuse their influence to force un-
lucrative Lloyd's business, may . change would be able to learn from the U S buyer or his brokerp derwriters into cutting premiums
not be all it is cracked up to be, Lloyd's past mistakes in doing its The question was asked by E J to dangerously low levels
several prominent speakers at the it is much easier to think of the Job He agreed that it would take a Gordon Henry, chairman of the
annual RIMS conference sug- idea, put it into writing and get few years for the exchange to es- London-based Matthews Wright- Large U.S. brokers are already
gested through the New York legislature tablish itself as a major factor in the son Holdings Ltd during his switching their clients' business in

Robin Jackson, managing direc- than it is to actually carry it out " insurance field, but addedhethought speech to the general session of the London markets out of some
tor o fLondon-based Merrett Dixey He said he doubted-and Insco's it would be an important one when risk managers at the RIMS confer- Lloyd's brokerage firms and into
Syndicates Ltd, predicted dunng vp Leshe Dew agreed-that many coupled with the free trade zone ence here the firms with which the U S firms

a speech at the keynote general new syndicates would be started (AIG has written between $5 mil- There may not be a correct an- have set up affihations, Mr Henry
session,that it might be years be- by the end of next year, and that lion and $6 million to date in the swer, but the question is one that said
fore the exchange would have any the only ones actively doing busi- free trade zone, Mr. Greenberg re- every U S insurance buyer should
meaningful impact on the insur- ness would be offshoots ofexisting vealed to Business Insurance fol- be considering as links between
ance industry underwriting organizations lowing his speech) U S brokers and London brokers Capt ive funds

"I find it very hard to believethat With Maurice R Greenberg, The exchange is now receiving are being established, he sug-
the exchange will be operating in American International Group apphcations for prospective un- ges:ed
any signlficant way before the end president and one of the prime in- derwriting and broking members The danger lies not only in the expand poo 1
of 1980," he argued "Ithink people fluences behind the formation of and is scheduled to open in late question of who really benefits,
are now gomg to start discovering the exchange sitting nextto him on 1979. . but in a possibillty that by tying in

with a London broker, the U S of capac ity
Competition 5-to-1 borders on fiscal lunacy be- representative might become a

cause investors won't put their "one-channel operator" in the Lon- CHICAGO-The growth of Ber-
.

money mto msurers and the indus- don market, "thus diluting the muda captives continues un-
Contmtied from page 13 home when the market gets tight try won't attract new capital benefits of competition and deny- abated, with the top 27 facilities
after the session His contention was supported by Captives and reinsurers also ing access to speciallst skills avail- now representing an estimated

Mr Greenberg said his company AIG's Mr Greenberg who said a came in for some criticism, partic- able elsewhere," Mr Henry ob- $823 million in total capital and
is finding that it's getting between study his company commissioned ularly from Mr Greenberg served surplus, Leslie Dew disclosed at
10% and 15% fewer risk submis- showed that chents were better off Captives are increasingly mov- the RIMS conference here

sions than a year ago and that for staymg with one company during ing into third-party business, a He acknowledged some benefits There are now 750 active cap-
pollcies underwritten, premiums the peaks and valleys ofthe market trend he sees as ballooning the of the U S -London affiliations. tives out of the 900 registered in
have dropped as much as 25% from cycle, rather than switching glutted remsurance market such as the advantages direct ac- Bermuda, with those smaller than
a year ago, with most averaging be- around at whim cess to the London market can the top 27 representing an estima-
tween 10% and 15% less Part of the cause ofthis fluctuat- "The rush to establish captives bring But he added that these of- ted $1 5 billion in additional sur-

Trying to hold firm on premium ing market, Mr Jackson argued, has outgrown the original purpose ten long-standing busmess con- plus and capital, said Mr Dew, vp
rates will mean that Merrett Dixey was that underwriters and insur- Companies have stretched them nections between the two coun- of Insco Ltd, Gulf 0irs large Ber-
will lose between 20% and 25% of eds were always trying to get back far beyond this purpose," Mr tries' brokers are going through muda insurance subsidiary
its American casualty excess busi- at each other for what they see as Greenberg said "the most considerable upheaval Captives going into the third-
ness, Mr Jackson predicted He . past years o fprlce gouging orspec- These trends, plus others that m their history " party busmess have doubled in

said he has already noticed sub- tacular rate reductions This pat- Mr Dew said were symptomatic of Small companies, especially vul- number over the past year, Mr
missions are down about 25% or tem of rlsk managers retallating a frenzied industry-three-year ca- nerable to the large broker hook- Dew said, with the amount of
30% And premium reductions for times they thought they were sualty pohcles being written again, ups, are the ones who most need third-party business written now
have ranged anywhere between being treated unfairly andmsurers policies written without any can- stability and continuity in the in- variously estimated at between $3
50% and 10%, he said getting back for years of large cellation penalty provisions, and surance market, Mr Henry said billion and $4 bilhon

Clients who go jumping from losses is aggravated by brokers "risks are being written, rewritten Yet, price competition is only fur- The future of facultative remsur-
one underwriter to another in who fight for rate reductions be- and rewritten" again as brokers ther fueled by these large broker ance doesn't look good in Ber-
search of bargains may find that cause they are "more scared oflos- play underwriters off each other- links. The only ones who benefit muda, however There are only
theoriginalunderwriter willhave a ing an accountthan anythingelse," are ones that might continue ad in- under circumstances hke that are about five or six leaders m the field
long memory about it, however, he Mr Jackson said finitum. Mr Jackson predicted the very large corporations, he there now and that really isn't
warned This maneuvering back and Pointing out that he spoke ofthe urged enough, he said

forth is only worsened by a pattern same industry ills 10 years ago, Mr
64We are trying to make note of Mr Jackson sees as too many in- Jackson said he hoped that the in-

those who could have bought surers "writing business today dustry would finally learn from its
their product cheaper and didn't," who are significantly underre- mistakes But he coesn't have Commentators .

..

Mr Jackson said, arguingthat buy- served " much faith m underwriters, whom
ers are better off not moving He said moving away from the he said could find soul mates m the Cont:nued from page 13 on personal hberties and that the
around in a competitive market be- old standard ofa 2-to-1 premiumto populations of "lemmings and os- enormous popular support in costs of regulation are Just going
cause that way they will have a surplus ratio to ratios of 4-to-1 or triches " . countries where it is offered In out ofsight

Canada, for example, 84% of resi- But Ms Alexander said federal

RIMS elects 1980 officers;
dents said they approve of the pro- regulation can be deflationary
vincial health Insurance plans, the since the benefits sometimes far
highest rating given to any public exceed the costs
program

In the US, however, national

adds two new vice-presidents
health insurance lacks public sup- Claim.

..

port, Mr Kilpatrick said. A more
desirable alternative to a compre- Continued from page 13
hensive plan might be a program in not so In reality, the broker is

CHICAGO-Berry L Griffin, ernmental affairsandbuslnessand RIMS dunng 1974-75 and has been which Americans were assured neck-and-neck with Business In-
risk manager of Baker Interna- industry haison Previously, there active m other Insurance and in- protection agamst "catastrophic" surance in calling the shots But I
tional Corp, of Orange, Calif, is had been two separate vice presi- dustrial organizations medical or hospital bills Mr Kil- think the broker will come in
the 1979-80 president of the Risk & dents, one for research and educa- The Kansas City RIMS chapter patrick predicted that legislation ahead in that race by many
Insurance Management Society tion and one for government and presented its Dick Bland Award for providing catastrophic benefits lengths or any lengths "
elected at its 17th annual conven- industry relations contributions in the legislative might gain congressional approval That disavowal of power was
tion here Filling those new positions are area to Russell A Drake Jr, direc- during the current session about the only thing the four of

Elected first vice president and Edith F. Lichota, assistant trea- tor of risk management for Borden Ms Alexander advocated the them agreed on the entire session
likely to succeed Mr. Griffin as surer ofCarborundum Co ofNiag- Inc Mr. Bland was a former mem- adoption of a national no-fault au- Just getting them to sit together
president during 1980-81 was Paul ara Falls, NY, vp-governmental ber ofthe Kansas City chapterwho tomobile insurance plan so that was a feat of diplomacy
H Ozan, assistant corporate secre- affairs, Kathryn H Carroll, corpo- was killed in an automobile acci- more benefits would be paid to the As Mr Henry pomted out in his

tary and assistant general counsel rate insurance manager of Varian dent accident victims rather than being speech, "I am honored to share this
of American Greetings Corp of Associates of Palo Alto, vp- snared by the trial lawyers platform with these three gentle-
Cleveland education, William P Stouffer. A special award was presented But Mr Kilpatrick said it re- men who are reluctant to share

operatmg vp and directorofcorpo- by RIMS to J Carroll Bateman, re- mains unclear if no-fault really anything with anyone "
Newly elected vice presidents of rate insurance of Federated De- tiring president of the Insurance works as well as its advocates Donald Browne, vp of 'Atlanta-

RIMS are John Robert James, vp partment Stores of Cincinnati, vp- Information Institute, for his ef- claim Furthermore, each state based First National Holding Corp
of Chemical Bank New York Trust research, and C J Spivey, execu- forts at developing an improved 11- would have the nght to decide for and moderator of the session, said
Co, serving his second term as tive director of the Insurance and aison between the insurance in- itself whether it wants to adopt he figured the only way to get all
RIMS vp-communication, Marc Risk Management Committee of dustry and RIMS such a system instead of having four to come to the panel was if"I
Darby, insurance coordinator of Charlotte Mecklenburg, NC, vp- In addition, outgoing president Washington impose federal stan- invited them all at the same time
Societe d'energie de la Baie James business and industry relations. C Paul Kim) announced that the dards and told them who else would be

of Quebec, serving as vp-member RIMS executive committee has es- there I figured if I did that, none of
affairs and secretary, William K The first Harry and Doroth tai:lished a scholarship fund in Mr. Kilpatrick opposed a no- them could afford not to come "
Hopewell, manager o f employe Goodell Award in recognition of memory o f Robert S Spencer. Mr fault automobile compensation (Peter Wilson of the Weavers Syn-
benefits of Beaunit Corp of Ra- significant contribution to the Spencer, who was president of system on philosophical grounds, dicate in London did manage to de-
leigh, serving as vp and treasurer, growth of RIMS and presented by RIMS during 1977-78 and vp- noting that"we oughtto be respon- cline, however.)
and Steven B Steinberg, risk man- the society's first president and his insurance at Fuqua Industries of sible for our accidents " Once there, the speakers had to
ager of Weingarten Inc of Hous- wife was given to E W. Altstaetter, Atlanta, died of a heart attack in Not surprisingly, Ms. Alexander decide who would speak when
ton, serving as vp-conference staff vp and pension, insurance February and Mr. Kilpatrick also were atlog- Lots were drawn with Mr Jackson

Four separate vice presidents and risk manager at Rockwell In- The new RIMS officers assumed gerheads on the need for federal first and Mr Henry closing, which
were established this year, one ternational Corp of Pittsburgh. their responsibillties to the society regulation Mr Kilpatrick said reg- none seemed particularly charmed
each for research, education, gov- Mr. Altstaetter was president of May 1. • ulations are beginning to intrude about .



Experts debate merits

of no-fault syste m
CHICAGO-Sparks of contro-

versy flew as three prominent legal
experts squared off to debate the
merits ofscrapping the currenttort
liability system with a no-fault
compensation system.

No-fault zealot Jeffrey O'Con-

nell, a law professor at the Univer-
sity of Illinois, charged that the
current fault-based system is a
nightmare for everyone "save the
trial lawyers.

"The accident victim doesn't

know if he will be compensated,
when he will be compensated and
how much he will be compen-
sated," Mr. O'Connell said. "Right
now it is hard to imagine anything
working worse than our fault sys-
tem." he contended.

But Robert Begam, a former
president o f the Assn. 0 fTrial Law-
yers o f America, said the tort liabil-
ity system has a vital"therapeutic"
effect. The fear o f a large jury ver-
dietacts asa powerfulincentive for
manufacturers to produce safe
products, he maintained.

Chicago defense attorney Louis
A. Lehr also defended the fault sys-
tem, contending that no-fault
would not save the dollars its pro-
ponents claim, since "there would
be a dramatic increase in the num-
ber of claims filed."

Mr. O'Connell told a special
RIMS seminar on the future of no-

fault that an enormous amouht of

money is wasted in a fault-based
system. For example, only about
28 cents of each medical malprac-
tice insurance dollar ever reaches

the injured victims, with the rest
going to pay defense and plaintiff
attorneys and other insurance
costs.

Mr. Begam conceded that the
tort system is expensive and at
times, inefficient. "But it is a terri-
bly appropriate system fora demo-
cratic system. Quickness and effi-
ciency are not necessarily virtues

when you are talking about jus-
tice."

Mr. O'Connell cited Michigan's
no-fault automobile law as a shin-

Easy to read
contracts are

best: Exec
CHICAGO-The contract that

says it is the simplest says it the best
maintains the assistant corporate
insurance manager for Pullman
Inc. here.

Contractual arrangements are
often a touchy, sensitive matter
and their provisions are best
spelled out in plain, simple English
rather than the often lofty and
complicated legal language, or
"gobbledygook," as Raymond A.
Zadenetz called it.

For the risk manager, this is es-
pecially important in the area of
contract indemnification, which if
written in as short and simple a
form as possible will ensure that all
parties are aware ofwho is insured
and who is not, he said.

"Gobbledygook in contracts has
got to go," said Mr. Zadenetz at a
RIMS seminar on managing con-
tractual exposures. "Would you
believe I once saw a 42-page lease
for a small office?" he asked. "It

wasprobablydrawnupbyayoung
lawyer who wanted to be proper
and legal."

But whether the reading is sim-
ple and brief or lengthy and ardu-
ous, Mr. Zadenetz said the risk
manager should read the entire
contract to get a "full idea" of the
corporation's liability exposure. .

RIMS REPORT

ing example of how no-fault can
dramatically raise the level of ben-
efitsgoingtoaccidentvictimsatno
higher cost than the fault system in
which benefits are much lower.

Coverage under Michigan's no-
fault law pays unlimited medical
expenses as well as up to $58,000
for lost wages. This insurance costs
about the same as only $20,000 of
traditional liability insurance
based on fault in which relatively
fewoftheseriouslyinjuredvictims
were paid much, if at all, Mr.
O'Connell contended. .
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MIAMI and MILWAUKEE
... have the Assurex combination. If you require professional insurance services in
these areas, or elsewhere, we are close at hand... and backed by an international
brokerage organization with 69 offices and 4,000 specialists worldwide.
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DR. MEAD & COMPANY LAUB GROUP INC
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305-576-1101 414-271-4292
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-4 Every day, on the fringes of the Bermuda
Triangle, thousands of innocent tourists come

face-to-face with bloodthirsty sharks, stingrays,
electric eels and barracuda. Another mystery

of the deep? No. Just another day at Marineland; Florida.
When the Thompson-Bailey Agency, an independent

agent representing The Hartford, took on the Marineland
account they gained a safety-conscious client already con-
vinced the best protection is prevention. Just the same,
agency co-owner John Bailey called in Hartford loss con-
trol experts for a comprehensive survey.

The Hartford's conclusions took everyone by surprise.
Because the real hazards were discovered not among the
sharks, but at a more unlikely place: the parking lot. To
reach the main gate from the lot, pedestrians had to cross
heavily travelled highway A-1-A without the protection of a
traffic signal. And inside the busy parking lot, vehicle traffic
came dangerously close to visitors.

Responding promptly, Marineland began a major over-
haul of the parking area to reduce that danger, as well as
channel the estimated 10,000 daily pedestrian highway

The Hartford Insurance Group, Hartford, Connecticut 06115

crossings into a safer pattern. Warning signals were installed
on the highway to better alert drivers to those pedestrians.
Today business at Marineland is bigger, better, and thanks
to loss prevention, safer than ever.

The Hartford has over 60 years' experience in designing
loss prevention programs for all kinds of companies, large
and small. The outside viewpoint and expertise of our over
500 experts in virtually every field of business and industry
can help you find better ways to prevent accidents, injuries,
property losses and lawsuits in your business.

Discover exactly what you stand to gain ,·-;=\
from loss prevention. Contact your
independent agent who represents The \
Hartford. Do it today And come face-to-

\3==/

face with the best protection on land or sea: prevention.
The best protection is prevention.

THE HARTFORD 4



70 / business insurance, May 14, 1979

Benefits abroad:
retirement programs

Changing rules upset plans, managers If a pension law does pass, as ex-
pected, employers with workers in
South Africa will probably have to

By STUART EMMRICH curity As a result, Mr Hox said, put money mto new benefits be- he said For example, an employe provide "final pay" schemes, said
the benefit field is in limbo Any cause companies might be in fi- making $50,000 in the U S may Mr Snyman Although these are

NEW YORK-Uncertainty over benefit changes are being de- nancial Jeopardy and might not be have to earn $150,000 in the U K more costly than pensions based
propermethodsoffundingandad- ferred around five or 10 years hence. What's more, an employer send- on career average pay, the law is
ministering benefit plans for West Moreover, he said, benefits in Bel- ing a worker to Britain will end up hkely to require that pensions be
German employes is confusing Elsewhere around the world, gium are already at high levels pa>ing about five-sixths ofthe cost based on final pay because of
and worrying managers, said Gun- mandated benefit changes seem U S corporations sending of national health and social secu- South Africa's high inflation rate
ther Hox, managing director of assured, speakers said In Belgium, workers to Great Britain are hav- nty benefits m the U K which are South Africa also is likely to pro-
Swiss Life Insurance Co at a con- a transition to a new government ing to deal with the enormous tax mandatory for everyone, em- hibit lump sum payments ofretire-
ference here on international em- seems certain to bring changes m bite as high as 83% of gross pay ployed or not These benefit costs ment benefits, he cautioned em-
ploye benefits laws affecting employe benefits taken out of an employe's pay- are high and going higher, Mr Si- ployers at the benefit conference

West Germany's courts and gov- These imminent changes are creat- check, said Vincent Simone, man- mone pointed out This would require many compa-
ernment are at odds over what the ing confusion and delays in benefit aging directorofinternationalben- nies now distributing pension
rules should be for establishing administration, said Koan De efit services for Leslie & Godwin South Africa appears to be mov- funds to retiring workers in lump
benefit plans and paying claims, he Ryck, division manager o f Ban- Ltd, based outside London ing toward mandatory pensions, cash payments to changetheir pro-
said at the meeting sponsored by que Bruxelles Lambert S A To compensate for the high tax said Jan Snyman o f South African grams The law is likely to require
the World Trade Institute. Belgium's depressed economy is rate many emplcyers pay as- Natonal Lum Assurance Co Most employers to pay retirees m peri-

No one knows right now what to making benefit managers even tronomically high salaries to em- employers already provide pen- odic installments out ot aUS-
do on questions ofpension vesting, more wary of making changes in ployes sent to the U K simply so sions for their workers, he said, al- style pension ti ust fund, to protect
pension ellgibility and the integra- benefit plans, said Mr Ryck, who they can maintain the same stan- though some-both large and employes over the long run, Mr
tion of benefit plans with social se- noted that no one seems wilhng to dardoflivingthey hadinthe US, small companies-still do not have Snyman believes

Workers in Australia Although the union was ulti-
mately defeated in its strike by sue- Canada will mandate
cessful cooperation among com-
peting retailers, publicity over the
issue of pension benefits lS bound

demand better pensions to have lasting results in Australia,
Mr Cook said higher pensions: Expert

As one union leader was quoted
NEW YORK-Austrahan In the recent strike over pension during the strike, ' Anyone who NEW YORK-Canada is sure to the area of vesting Although the

workers are increasingly discov- issues. the Storemen and Packers doesn't beheve that the industrial change its laws governing pen- law presently allows a lengthy pe-
ering the need for retirement bene- Union demanded that the Wool- issue to dominate the next decade sions m the next few years, re- nod before employes are vested in
fits, promising to make pensions worth's retail chain (not related to will be the question of benefits quiring higher employer contribu- a pension plan, Mr Seltzer predicts
the industrial relations issue ofthe the U S stores) provide a pension which should accrue to workers on tions to plans and increasing bene- it will be changed to allow com-
next decade there, predicts an Aus- fund that allowed full vesting after retirement is stark ravlng bon- fits for employes, a top Canadian plete vesting when the employe's
trahan benefits expert three months That demand- kers " actuary says age plus years of service equals 35

A union strike of one of the which Mr Cook said the union John Seltzer, president of GBB Employers will also be forced to
nation's largest retailers over pen- would "never" get-would, in ef- Some business leaders and Associates Ltd in Toronto, told pay a greater share of the cost of
sion demands indicates increasing feet, allow employes to walk away consultants are calhng for an em- participants at the International funding the pension plan for em-
labor interest m pensions, says from the company with a substan- ployer-controlled national pension Employe Benefits con ference here ployes in the early years o femploy-
Bruce Cook ofthe Australian actu- tial tax-free savings fund made up fund to correct participation and that sweeping changes will alter ment, he added Under the present
amal firm ofCampbell& Cook Tra- of employer and employe contri- vesing problems and to head off the pension system by 1980, no system, employes pay the entire
ditionally, contract negotiations butions after only a few years o f the union demands for control, Mr matter what party wins the current contribution to the pension pro-
between Australian companies employment Cook said But chances are shrn election gram during their first few years of
and employes have centered only that will happen, he added The level o f pensions will likely participation in the plan Any
on salaries, he said The union also wanted the com- Some reforms seem possible, Jump to about 60% of the average change in the pension law will

Only 56% of the Australian work pany to give it control over the though full vesting will probably wage, up from the present 35% to probably require that the em-
force is covered by pension plans huge amount of pension funds be instituted after five years, with 40%,Mr Seltzer said Employer ployer share in the costs from the
Long periods of employment are "If this were successful, there lower eligibility periods required, contributions to pension plans will beginning of employment, Mr
required before employes can Join would have been a chain reaction Mr Cook predicted He suggested probably double in the next couple Seltzer said
the plans and even then full bene- One company would have fallen af- that employes should contribute ofyears to approximately 135% of Also being debated by pollti-
fits are not guaranteed as in the ter another," Mr Cook argued at 2 5% of salary, and the employer payroll from the present 36% to cians and government agencies in-
U S under the pension reform the recent conference in New York add between 25% to 5% of sal- 68% of payroll clude some form of inflation insur-
law's vesting rules on international employe benefits anes Another change seems likely in ance for pensions

info for buyers Send your info
Bustness Insurance is seeking items relating to rlsk manage-
ment services and safety/security for the Info for Buyers
column m the special Risk Management Services issue The

. The U S Chamber of Commerce gram For a free copy write Dept offering a four-page arson check- Info for Buyers column provides BI's readers with easy
is offering its latest analysis of M, Kwasha Lipton, 429 Sylvan list to help the property owner access to explanatory brochures, studies, reports and other
workers compensation laws in the Ave, Englewood Cliffs, N J 07632 evaluate his defenses against in- sources ofinformation helpful to their Jobs The iterns must
U S, Guam, Puerto Rico and Can- cendiarism For a free copy write either be free or for a nominal cost (less than $10) Persons
ada The analysis lists mandated . Profiting from Safety is the Communications Dept, Industrial wishing to submit material should send a copy of the bro-benefits and provides a reference name of a booklet published by In- Risks Insurers, 85 Woodland St,
ofworkers compensation admints- dustrial Indemnity of San Fran- Hartford, Conn 06102 chure, information on whereitmay be obtained and thecost
trators and commissioners in the CiSCO illustrating the benefits of a to Mary Ellen McKee, Business Insurance, 740 N Rush St,

Chicago, Ill. 60611 no later than May 2550 states Cost is $6 for single safe and healthful working envi- • Loss prevention and protection
copies, discounts for bulk orders ronment realized in the workers for chemical and petrochemical
Write Chamber o f Commerce of compensation program The book- plants is the subject of an Indus- sion Planning Co Inc, 355 Lexing- datory retirement act will affect
the United States, 1615 KSt,NW, let also highhghts federal and state trial Risk Insurers brochure which ton Ave, New York, NY 10017 your company's benefit plograml'
Washington, D C 20062 regulations, first-aid capabilities analyzes 110 fires and explosions If not, then read a newsletter pre-

and claims and rehabilltation ser- over $250,000 each in chemical and • A Comparison of Pension Plans pared by the Pension Planning Co
• The Labor Department has vices and hsts Information sources petrochemical plants The bro- lS a four-page brochure from David Inc that reviews the basic provi-
published the first of a 12-part se- specially prepared for numerous chure reveals that the major cause Langer Co Inc thatcontiasts a sionsofthislawandthepossible
nes of brochures in Spanish ex- types and sizes ofbusinesses Fora ofthelosseswasequipmentdesign prior plan and an amended plan impact it Will have on employe
plaining the rights of pension plan free copy write Home Office Loss and operator error and then dis- Factors considered are numbel of. benefits in the future Fol a tree
participants under the Employe Control Dept, Industrial Indem- cusses increased hazards, con- covered employes, total salary, an- copy wrlte Communications Dept,
Retirement Income Secunty Act nity, P O Box 3660, San Francisco, stluction suggestions, fire piotec- nual pension benefits, insuIance Pension Planning Co Inc, 355
(ERISA) Free copies of the bro- Calif 94120 tion procedures and an extensive volume, pension contributions Lexington Ave, New York, N Y
chure, "Informacion General de bibliography For a free copy write and insurance premiums Foi a 10017
ERISA," may be obtained from the • Are there any loopholes or weak Communications Dept,Industrial free copy write the company at 60
Pension and Welfare Benefit points in the insurance program Risks Insurers, 85 Woodland St, E 42nd St New York, NY 10017 . Safety & Security for Supervi-
Programs, Labor-Management for your truck and automobile Hartford, Conn 06102 sors is a 40-page, pocket-size daily
Services Administration, Room sales and service agency9 RIMCO . Clayton Environmental Consul- calendar booklet It provides an
N-4659, Third St and Constitution Inc is offering a checklist that it . Even if you are a small private tants, a technical services unit of on-going supervisory tiaining pio-
Ave NW, Washmgton, DC 20216 says can quell your doubts The in- company you may have consid- Marsh & McLennan lS now offer- gram including questions and an-

surance checklist provides spe- ered instituting an employe sav- ing a brief summary o f recent fed- swers about OSHA, a safety check-
• New Directions in Employe cific guidelines, questions to ask 1ngs plan. Savings plans are no eral laws relating to health and Ilst form and case histories, articles
Communications is the name of a and points to consider when eval- longer Limited to the larger For- safety of toxic materials. For a and forms on industrial safety and
newsletter available from Kwasha uating an insurance program Cost tune 500 companies Pension Plan- free copy w tite Clayton Environ- security For a free sample of the
Lipton The brochure examines lS $10 Write RIMCO Inc, 10300 N ning Co. Inc has prepared a sum- mental Consultants 25711 calendar designed to sharpen
the traditional means ofcommuni- Central Expressway, Suite 350, mary ofplan provisions which may Southfield Rd Southfield, Mich safety awareness write Bruce
eating employe benefits and offers Dallas, Tex 75231 answer some of the questions 48075 Singer, assistant editor, Man and
some new things to consider when you've been asking Fora free copy Manager Inc, 799 Broadway, New
designmg a communication pro- • Industrial Risks Insurers is now write Communications Dept, Pen- . Do you know how the new man- York, N Y 10003
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Lloyd's broker targets expansion of U.S. business
By JOHN H. MILLER

LONDON-Lloyd's brokers

Alexander Howden plans to in-
crease its share of the U.S.

market-$500 million in 1978--by
intensive development ofbusiness
interests.

"We intend to continue our pol-

icy of local growth in the U.S.
where we have close relationships
with several major brokers and in-

surance producers going back
many years," announced group
chairman, Kenneth V. Grob.

Howden group already has a

strong U.S. organization and is giv-
ing top priority to further corpo-
rate acquisitions. One of its U.S.
directors, B.J. Daenzer, reportedly
earned nearly $600,000 last year.

Reciprocal law
Draft proposals for quicker ways

of enforcing major U.S. court
awards in Britain are still being ex-
amined by government lawyers.

The issue was first raised two

years ago (BI, June 13, 1977) after
joint talks between the U.S. and
U.K. Governments led to a scheme

for a reciprocallaw convention be-
tween the two countries.

This would have led to either

country's court awards being auto-
matically enforced in the other
country instead of having to go
through lengthy legal processes as
at present.

But when businessmen in Brit-

ain realized the mounting size of
sorne U.S. product liability

awards, they immediately pro-
tested that the new convention

would be unfair because the legal
systems in the two countries are

different in many ways.
For example, there is no such

thing as punitive damages in Brit-
ain. Awards are made by specialist
judges on the basis ofthe victim's
losses which are actually incurred,
rather than on the judgment ofju-
ries, which virtually no longer ex-
ist in the U.K. for civil suits.

Daniel Meinertzhagen, chairman

of Royal Insurance group, recently
joined the opposition to the con-
vention. The convention will im-

port a system offoreign law in Brit-

ain, he said, because some of the
U.S. awards are made on a basis

alien to British attitudes of law.

Efforts to restrict the convention

by excluding "grossly excessive"
damages and other controversial
aspects are now being studied by
U.K. Government legal officials in
the hope of presenting them to the
new government which will take
office after the General Election.

Marine market row

London marine insurers are in-

volved in another row over the

level of premium rates that ought
to be offered to mgjor world ship-
ping owners in times o ffierce com-
petition.

Leading Lloyd's underwriterMi-
chael Maughan of the R.W. Sturge
syndicate has quit the insurance
market's Joint Hull Committee on

a point of principle after internal
arguments over rates.

His place as deputy chairman is

being filled for the time being by
John Oliver, another top Lloyd's
man. But there will still be further

moves in June to re-elect the

committee's executive officers.

John D. Russell Taylor of the
company market, who represents

the Sun Alliance London group on
the Institute ofLondon Underwrit-

ers, is staying as chairman of the
committee. The committee tries to

act as a voluntary body in regulat-

ing competition.

Dissension is believed to have

been caused by recent renewal
levels for the Y. K Pao shipping
fleet at keen prices which some un-
derwriters felt necessary in order
to retain the business.

Though only 10% of the fleet's

$600 million world cove, is placed
in London, it is su fticiently large to
make it attractive to any syndicate
looking for business that might
otherwise be picked up in U.S. or

other competitive markets.
But there are some members of

the London market who say that
shipping risks should not be ac-
cepted at unrealistic levels just in

order to keep clients happy. They
argue that underwriting losses al-

NT ·2 C 01\STFB

ready loom too heavily to justify
cheap rates.

Twice before there have been

resignations from the joint hull
committee on "rate cutting" is-
sues, first by A. Henry Chester of
Lloyd's in 1976 and then by E.D.
("Ted") Rainbow of the company
market in 1977.

Vietnam oil risks

Leaders of Vietnam's state-

controlled insurance industry are

placing substantial reinsurance
lines for its newly emerging off-
shore oil projects in the London
market.

They have recently visited the

U.K. for talks with international

brokers Sedgwick Forbes Bland
Payne, a recognized specialist in
handling worldwide oil risks for
many years.

During their visit they met Peter
Green, one of the Lloyd's marine
market leaders in offshore risks,
and other underwriters in this
field.

The result is likely to be that vir-
tually the entire reinsurance cover
will be metin the near future by the
London market, though it could be
spread over other markets if in-
tended oil production meets or ex-
ceeds expectations in the years
ahead.

So far Vietnam's inquiries have

involved only reinsurance for drill-
ing rigs, usually worth up to $30
million, and other units needed for
exploration off the southern coasts
of Vietnam near Ho Chi Minh City

and other areas in that proximity.
The new regime in Vietnam has
embarked on an oil program inten-
sively in the last six months, with
offshore leases being granted to
Canadian, German and Italian

companies for potential develop-
ment.

Direct insurance for exploration
risks is being placed with Baoviet,
the Vietnamese state insurance

company, which will then lay off
some of its exposure through rein-
surance. .

«When Kemlite

told me that their

frp panel just got
Factory Mutual's
approval, my first
reaction was

Why tell me? , "
"But they explained what the approval

meant to me. It means we can now enjoy
the sanitation and durability of frp
paneling in our plant with a complete
peace of mind. Here's one frp that's been
proven dramatically safer in a fire in
Factory Mutual's full-scale corner test.

I also found out that this panel has been
proven safe in so many different tests that
my insurance company might give me a
break on premiums. And we might not
have to install sprinklers. We're looking
into these possible savings right now."

You do the same. Look into Kemlite's

low smoke Fire-X Glasbord® panel.
Send for the brochure and sample. The
fact this panel is Factory Mutual approved
means something to you.

Low Smoke Fire-X Glasbord is a fiber glass reinforced plastic (frp) wall
panel that's tough and eas¥ to clean. It's a popular paneling choice for
walls that take a lot of dirt and abuse, as in processing rooms, cold
storage areas, washrooms.

©1379 Kemlite Corporation

Ae,oeh*
KEMLITE CORPORATION

P.O. Box 429, Joliet, Illinois 60434

Telephone: 815/725-1112 TWX: 910/633-1553

Factory Mutual System approved - Subject to the conditions of approval as described in FM Repon J. I. 0C1A3. AM. Giasbord Reg. U.S. Pat. Cf,
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THE BLUE RIBBON COMPANY...
in Livestock Insurance.

Follow in anyone else's tracks? Not us
We'll turn down your car and your
life business. .because livestock in

surance is our only business. horses
and cattle. We not only wrote the
book. . .we underwrite it too

Service for you. So fast it almost keeps
pace with the thoroughbreds we cover
whether it's getting the policy to you at
the starting gate, or handling a claim

Prestige for your clients. The prest,ge of
being insured by the company that's han
died many of the country's top horses

Livestock insurance is so important
because too many things can happen
in a horse's lifetime. .and there's

no coverage so reassuring as a secur
ity blanket.

So show, place and win with the
best in the field. . .Frelinghuysen
The Blue Ribbon

Company.

The Frelinghuysen Livestock Mana ers,tn
P.O.Box 185, U.S.Route 22, Whitehouse Station, N.J. 08889

Telephone: (201) 5344027

Blues to cut payments

for more hospital tests
By JOHN MAES

CHICAGO--Blue Cross/Blue

Shield Assns. has recommended

that member plans include surgi-
cal patients in a project to cut ris-
ing hospital costs by reimbursing
patients for routine hospital ad-
missions tests only when they are
specifically ordered by a physi-
cian.

The association of plans an-
nounced lbst February it would
recommend that Blue Cross/Blue

Shield reimburse non-surgical pa-
tients for the "admissions battery"
only when ordered by a doctor (BI.
Feb. 19). The new measure would
include patients being admitted
for surgery as well.

Blue Cross/Blue Shield is the

nation's largest third-party health
care payers with 130 member plans
Faying medical and hospital bills
fbr 112 million persons.

The admissions battery includes
sich tests as chest x-rays, electro-
cardiograms, urine analysis. blood
chemistry screening, complete
blood count and a check for vene-
real diseases.

NFI EXCESS AND SURPLUS LINES INSURANCE
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ui to last.
The protection that ' nsurance

provides your clients is only as strong
and dependable as the company
behind it.

NFI has built a reputation for
reliability and integrity on a firm
foundation of expertise and strength.

Although our company is

comparatively young, our people have
years of professional experience in the
complex field of high risk coverages.

They know the hidden reefs and
shoals that could bring difficulty
under less expert care.

NFI is a solid company. Now and in
the future We are her 3 to serve.

NFI
NORTHEASTERN FIRE INSURANCE CO.

OFPENNSYL\'ANLA

PO BOX 946 8049 WEST CHESTER PIKE HAVERTOWN.PENNSYLVANIA 19652

215,528·6780 TLX 83·4472

• AUTO EXCESS UABILITY • AUTO EXCESS PHYSICAL DAMAGE • SOCIAL SERUCE CUNIC PROFESSIONAL UABILITY • POLICE
PROFESSIONAL UABILITY • O.LT. LIABILITY • M,C LIABILITY • PRODUCTS LIABILITY • PROPERTY INSURANCE (FIRST LOSS,
BUY BACK DEDUCTIBLES ) • D.1 C. • CONDOMINIUM D. & 0. • SECURITY GUAM) UABILITY • S.M.P PACKAGES (SURCHARGE}

• UMBRELLA LIABILITY • BUFFER LAYER UABILITY

DEALING EXCLUSIVELY WITH EXCESS AND SURPLUS LINES AGENTS AND BROKERS
Nfl 0 not a¥dil/ble m M/inr. Cablorma. Michi*an. MinnNit, an:t WK„wn

Walter J. MeNerney, president of
the plans, said that the new mea-
sures could not only cut costs, but
would also "assure that the proce-
dures performed on our sub-
scribers are consistent with profes-
sional standards for quality medi-
cal care."

The association said it was too

early to predict how much money
would be saved per year. Some 16
million persons are admitted to
hospitals each year as surgical pa-

tients and $1.1 billion is spent on
admissions tests, an average of
about $69 per patient. The non-
surgical portion of the program
could save plans as much as $200
million of the $1.3 billion annual
cost of admissions batteries for

them, Mr. MeNerney has said.

Surgical patients make up about
45% of all those admitted to hospi-
tals each year, a Blue Cross/Blue
Shield spokesman said.

It will take about a year before
the new policy on admissions bat-
teries becomes operational among
member plans, Mr. MeNerney said.
But an association spokesman said
the non-surgical portion is already
at work in Arizona while hospitals
in Michigan may adopt it in July. •

Doctor influence...
Continued from page 1
unsupportable "

Mr. MeNerney said Blue Shield
has successfully held down costs
and that 62% of Blue Shield sub-
scribers are in plans run by boards
with nondoctor majorities.

Futhermore, Mr. MeNerney
contended that there is little or no
correlation between the number o f

physicians on the Blue Shield plan

boards and the prices charged to
subscribers.

Under FTC procedures, public
hearings must be held on the staff s
proposal. At the end of hearings, it
will be up to the FTC commis-
sioners to decide if they want to
adopt, amend or reject the draft
proposal.

Observers believe that a final

rule could be at least several years

away. •

Pregnancy benefits...
Continued from page 2
cal benefits. The reply he received
is one very similar to the recent
guidelines, Mr. Blick claimed.

"This ultra-liberal interpretation
of the law by taking an idea and
reversing it is a dangerous concept
and an unacceptable practice," ar-
gues Mr. Blick. "The problems
stemming from this interpretation
will extend beyond that of extra
premium burdens. What's to stop
similar thinking about old age dis-
crimination and providing bene-
fits for the retiree equal to those for
the person working and the preg-
nant woman."

Pricing problems

Meanwhile, most insurers are go-
ing to wait before pressing the
panic button to see what kind of
effect these guidelines will have on
benefit costs, but all ofthe insurers
contacted by Business Insurance
are upset aboutthe nine-monthex-
tension of all medical benefits to

women disabled by pregnancy on
pregnancy leave.

"Aetna Life & Casualty Co. will
follow the instructions of its poli-
cyholders" says group experience
rating director F.X. MeLennan.
"We will comply with federal ma-
ternity guidelines. The latest
change will stay in effect until Oct.
29, marking the one-year anniver-
sary of the federal maternity law."

Mr. MeLennan foresees, how-
ever, problems in determining
howtopricethenine-monthexten-
sion, but admits that that's because
these guidelines hit the industry
by surprise. "We had no idea these
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complete analysis

we do not sell or

place insurance
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POLICYHOLDERS

COUNSEL. inc.
20 North Wacker Drive

Chicago, Illinois 60606
Phone: 312·372-8225

guidelines would be thrown into
the final EEOC regulations, so ob-
viously, we have not given any
thought to rating schemes."

Likewise, Prudential will cover
whatever the regulations ulti-
mately "are proven to mean,"
states Dennis Walsh, vp. "We will
insure, subject to the request ofour
policyholders," he asserted, ad-
ding, however, that Prudential will
absolutely not market the cover-
age.

"This extension will be hard to

market and difficult to adminis-
ter," claimed George Walsh,
Prudential's vp-group insurance of
Chicago.

"Open-ended"

Connecticut General, on the
other hand, has not decided its po-
sition as to how the guidelines will
determine premium rates yet.
However, the mAjor group benefit
insurance company is going to
wait until the insurance industry,
trade associations and employer
groups meet with EEOC this week
for a confrontation on the issue. "It

is possible that the guidelines
could lead to litigation," admitted
a staff attorney for Connecticut
General.

"EEOC has given us an ex-
tremely open-ended set of guide-
lines, leaving employers and insur-
ers no choice butto fightback,"the
Chamber of Commerce's Mr.

Knapp added. •

New services outlet

ESIS Inc., an INA Corp. company,
has opened a satellite office in Se-
attle to provide risk management
services to companies in the
Northwest.

errors &

omissions

. In the April 30 issue ofBusiness
Insurance it was mistakenly re-
ported that the directory of HMOs
across the country which was pre-
pared by the National Assn. ofEm-
ployers on Health Maintenance Or-
ganizations is available for $25. The
directory is available only to
NAEHMO members and for $325.



around the states

N.C. bill seeks reports on product liability losses
RALEIGH-Legislation has

been introduced in the North Caro-

lina house requiring insurance
companies doing business in the
state to report their product liabil-
ity loss and claims experience to
the insurance commissioner.

Ten other states have passed
similar reporting bills in the last

The reporting bill also would
authorize the state legislative re-
search office to analyze tort reform
bills that have been passed in re-
cent years in other states.

Tex. awards benefits

AUSTIN-The Texas supreme
court has upheld a lower court de-
cision that the widow o f an oil field

worker who choked to death while

eating a midnight supper in a
company-owned house trailer is
entitled to workers compensation
benefits.

Texas Employers Insurance

Assn. had declined to pay benefits.

N.D. work comp

BISMARCK-Workers compen-
sation premiums paid by North
Dakota employers will increase an
average of 9%, according to the
chairman ofthe state's Workmen's

Compensation Bureau.
Bronald Thompson attributed

the premium raise to increased
widows' benefits, average weekly
wage increases and rising medical
Costs.

Premiums forninejobelassifica-
tions with significant losses will be
increased 17% to 18%. Premiums

for 45 classes with relatively good
records will increase 3% to 7%,

while premiums for 89 other
classes will increase 7% to 14%.

A bill approved bythe 19791egis-
lature to provide supplementary
benefits to claimants will result in

larger increases in premiums in the
future, Mr. Thompson said. The
bill prohibits raising premiums
during the next two years because
of the additional benefits.

Me. mandates benefits

AUGUSTA-A rneasure re-

quiring that female workers be
covered for pregnancy-related dis-
abilities by all employers offering
other disability coverage was
signed into law by Maine Gov. Jo-
seph E. Brennan.

The new law is designed to in-
sure that no pregnant women be
forced out of their jobs or be de-
nied sick leaves or other medical

benefits.

Basically, employers will be re-
quired to treat women workers
who cannot work because ofpreg-
nancy the same as they treat other
workers who cannot work because

ofanotherdisabilitynotconnected
with work.

Calif. rules on pensions

LOS ANGELES-A Los Ange-
les superior court judge has ruled
that California retirement laws

that interfere with judges' widows
right to remarry are an unconstitu-
tional denial o f equal protection.

Judge Alfred Margolis ruled that
the Judges Retirement Law as it
relates to surviving spouses is a
"hodge-podge," which in most
cases does not allow remarriage
without loss of benefits.

While the ruhng applies only to
the Judges Retirement Law, it
could have a significant impact on
other state, county and city retire-
ment plans if upheld on appeal.

The judges ruling will affect 207

judges' widows, 90% of whom

could have lost their husbands' re-
tirement benefits.

No comp benefits

FRANKFORT-A death and in-

jury resulting from the 1977 Be-
verly Hills Supper Club fire were
not work-related and claimants are

not entitled to workers compensa-
tion benefits, the Kentucky court
of appeals ruled.

The three-judge appellate panel
ruled in a case brought by Robert
J. McCoart, guardian of James P.
Lyon's children. Mr. Lyon, killed
in the fire, was president of the
Lyon Steel Corp. in Covington. A
foreman of the company's opera-

tions in Murray injumd in the fire
also sought benefits.

The claims contended the two

had gone to the Southgate, Ky.,
nightclub the night of the disas-
trous fire to discuss business and

they deserved payment under
workers compensation.

The appellate court said that no
business had been discussed dur-

ing the evening. "In our view the
evidence is not so strong as to com-
pel a different result," the appeals
court said.

Minn. work comp

ST. PAUL-Insurance compa-
nies will ask the Minnesota insur-

ance commissioner to increase

workers compensation insurance
rates by 38%.

The request will be filed this
month with the insurance division

ofthe state commerce department,
said John Hildebrandt, general
manager of the Minnesota corn-
pensation ratings bureau.

The bureau, which is financed
and governed by the insurance in-
dustry, prepares an industry-wide
rate request based on financial
data from roughly 260 companies
that sell workers compensation in-
surance in Minnesota.

A year ago, former insurance
comrnissioner Berton Heaton ap-
proved a 30.5% increase in workers

compensation rates. Last year,
Minnesota employers paid $379
million for workers compensation
coverage.

Ohio targets arson

COLUMBUS-The state capital
of Ohio is laying the groundwork
for an arson control program it
hopes will make the city"the arson
and detective and prevention cen-
ter of the world."

Mayor Tom Moddy said the pro-
gram will be developed by the city
fire and police divisions along with
Battelle Memorial Institute, an in-

dependent research organization,
and the Ohio Insurance Institute. .

Before you invest
thousands in dental benefits,

invest 15¢in learning
1 more about them.

Robert E. Caffrey
Council on Dental Care Programs
American Dental Association

211 East Chicago Avenue
Chicago, Illinois 60611

Name

Title Phone

Company

Addreqq

City State Zip

Number of Employeeq

Presently have a dental plan? Yes No

The number of Americans

covered by dental care plans
is growing-from two million
people in 1965 to an estimated
48 million today. Employers
and union officials recognize
dental plans as a worthwhile
employee benefit.

When investigating this
rapidly growing benefit, why
not include the profession that
delivers the care among those

with whom you consult?
The American Dental Asso-

ciation has experience gained
from its long-standing coop-
eration with the nation's larg-
est carriers and purchasers of
dental insurance. The Associ-

ation can help you better un-
derstand dental care and help
you make the right decision
for your company and your
employees. If you're consider-

BI

ing a dental plan for your
company, or presently have
dental coverage, we believe
you'll find this information
important. Just send in the
coupon.

 American Dental Association
f 1 211 East Chicago Avenue

L__j Chicago,Illinois 60611
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Olympic feat . . .
Continued fTom page 1
families are prohibited from profit-
ing from the venture. However,
nephews are not among those con-
sidered to be "immediate family,"

Mr. Damp argues.
The U.S. Department of Com-

merce's Economic Development
Administration, which has poured
$57 million into the construction of
the sports and athlete housing faci-
lities, still objected to the use of
Placid Management as broker and
urged an outside consultant be
hired.

CLAIM MANAGEMENT

SERVICES
RISK MANAGERS/CAPTIVES/REINSURORS

casualty reserves • major case •
audit/review • program analysis
• contract adjusting analysis •
• self-insured • aggregate cov-
ers • experienced in Fortune 500
claim programs

John J. O'Connor

B.A., L.L.B., 1.1.A.
Consultant

11 Patrick Lane

Wilton, Connecticut 06897
Phone: (203) 762-9564

The consultant, Douglas Spear
of Utica, recommended that the
coverage be rebid after reviewing
the policy. Mr. Spear declined to
discuss problems in the existing
policy, but said there would be few
changes in the specifications when
it is put out to bid again. Coverage
is likely to be obtained at a savings,
he added.

Current program

The existing wrap-up program
provides workers compensation,
builders risk and inland marine

coverage on the construction and
primary and umbrella liability for
the contractors and administrators
o f the games.

"Liability limits are $5 million on
the basic coverage and $10 million
on the umbrella," said Mr. Damp.

An attempt in March to remarket
the Olympic wrap-up program was
unsuccessful. Several hundred

agents and brokers were solicited
at that time to bid on coverage for a
program to take effect April 1, the
anniversary date of the existing
policy with Aetna.

Only eight bids were received

CUSTOMIZED
WORKERS' COMPENSATION
SELF-INSURED PLANS BY

GATES, McDONALD
Yes, Gates, McDonald can custom-

ize a workers' compensation self-
insured plan for your company.
Herearesomeofthefeatures:

• integrated, comprehensive sys-
tems to administer your workers'
compensation program

• the review and processing
of all claims and appropriate
adjustments

• responsive medical care for
employees with an eye towa rd
saving you money

• the development of employee
information and rehabilitation
services

Contact Gates, McDonald or your
insurance broker - either can add

information how you can customize
workers' compensation self-
insured plans to your business.

1*FE GA14 MOOIVAID
CORPORATE ONE NATIONWIDE PLAZA

OFFICE P. 0. BOX 1944
COLUMBUS, OHIO 43216
614/227·7211

and nonemetthespecificationsfor
the program, Mr. Spear said. As a
result, coverage was temporarily
renewed with Aetna through
Placid Management.

According to an executive at one
insurand*company that bid, there
were tremendous price variations
among those who bid.

Several of the bids came in for

less than the premium on the exist-
ing coverage, Mr. Spear said. But a
comparison with :he existing cov-
erage would be unfair because
none of the bids met the coverage
specifications, he added.

One coverage that must be pur-
chased now that was not included

in the existing wrap-up program is
liability coverage for the orga-
nizers during the games. When the
coverage was put out to bid in
March, liability insurance on the
games was included in the wrap-
up program.

However, Mr. Damp said he has
recommended to Mr. Spear that in-
surers be given the option of bid-
ding separately on liability cover-
age during the games or as part of
the total package Whether that
recommendation will be imple-
mented will be learned when the
bid notices are released later this
month.

Building problems

Mr. Damp intends to rebid for

the coverage at that time, he said.
Finding an insurer to beat Aetna's
price would be unlikely, he added.
Aetna has collected premiums for
completed operations that it con-
tinues to insure and a new carrier

would have to build up premium to
cover this, he explained.

Most of the alleged structural de-

ficiencies concern Uhe 10,000-seat
field house that will house most of

the skating events. Structural steel
for the facility was inadequately

braced, according to David Evans
o f the EDA.

This problem was corrected, but
there have been three investiga-

tions, two completed and one still
in progress, into the construction.

Unsafe conditions

A study conducted by the in-
spector general of the Department
ofCommerceisbeingreviewedby
the U.S. Attorney for the Southern
District of New York for possible
criminal prosecution, according to
William Randolph, acting assistant
inspector general.

Mr. Randolph would not reveal
contents of the study while it is in
the federal prosecutor's hands.

The ongoing study is being con-
ducted by Skilling, Helle, Chris-
tiansen & Robertson ofNew York

under contract of Gilbane Build-

ing Co., the main Olympic contrac-
tor. Mr. Randolph said the New
York engineering firm has"impec-

cable" credentials.

In addition to structural defi-

ciencies, Mr. Evans charged the
Olympic contractors with using
unsafe ladders and scaffolding,
failure to provide safety nets and
"extremely poor housekeeping."
Workers are constantly tripping on
the site, half the workforce does
not wear hard hats and earth mov-

ingequipmentdoesnothavewarn-
ing buzzers that sound when back-
ing up, he added.

Mr. Spear however, doubts that
the accusations will affect the abil-

ity of Lake Placid to find a market
for wrap-up coverage or liability
insurance during the games. Most
underwriters have recognized that

several misquotes and inaccura-
cies are involved in the charges
and have ignored them, he con-
tends.

Insurers denounce...
Continued from page 1
costs.

Currently, state laws governing
ficticious groups bar businesses
from forming groups expressly to
purchase insurance.

Government officials believe

state insurance regulations are
more appropriate for large multi-
line commercial insurers than for

businesses wanting to establish in-
surance cooperatives.

State regulations requiring such
things as high capitalization of in-
surers have played a major role in
the rush by U.S. companies to set
up insurance subsidiaries offshore
where capitalization requirements
and regulations are much lower.

By tailormaking insurance regu-
lations to meet the special needs of
businesses forming their own in-
surance cooperatives and allowing
the same tax deductions compa-
nies now are given for purchasing
insurance from commercial insur-

ers, government officials believe
the flow of capital outside the U.S.

can be slowed. Moreover, they
would like to see more competition
injected into the market.

Insurers, though, doubt this will

occur. The AIA, for example, be-
lieves the "cream" or best risks

would be skimmed off by the risk
retention groups, leaving commer-
cial insurers with only the least de-
sirable risks, forcing rates higher.

However, a government official
observed that so long as insurers
keep their product liability insur-
ance rates competitive, there is no
reason why insurance companies
should not be able to keep their fair
share of good risks.

The Alliance o f American Insur-

ers said the proposal is unneces-
sary because product liability in-
surance problems have eased and
the market is competitive.

Charles Derr, senior vp at the
Machinery & Allied Products In-
stitute said: "To say that the mar-

ket is competitive is a bit of an ex-
aggeration." .
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Your company is facing growing Workers Corn-
pensation risks. The strategies you employ to
minimize the impact of these risks may well
save your company thousands of dol.ars.
That's what this Conference is all about:

.

SUNDAY, JUNE 10

4:00 pm: Registration.

6:00 pm: Welcome Reception. Special
screening of a significant Workers Compensa-
tion film.

1

1
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MONDAY, JUNE 11

9:00 am: Federal Regulation-Is It Really
Coming? An examination of the outlook for
passage of a federal Workers Compensation
law and speculation on possible provisions and
their effect.

10:00 am: Federal Regulation-Impact On
Employers. Daniel M. Kasper, Assistant Pro-
fessor, Harvard Business School, takes an
in-depth look at what federal Workers Compen-
sation control would mean to employers.

11:15 am: Risk Managers And Regulation.
Michael Craig, Manager of Insurance, Trans-
con Lines, and Howard T. Weber, Director of In-

surance, 3M Company, discuss whether risk
managers should be involved in the issue of
regulation, how they should advise their com-
panies, and what position risk managers take.

12:30 pm: Luncheon.

2:00 pm: Concurrent Sessions. Four Inten-

sive sessions-attend the one of your choice:

• How To Uncover And Prevent Fraud.

James D. Strader, General Attorney-Workers
Compensation & Casualty, U.S. Steel Corp.,
and Jon Shebel, President, Associated In-
dustries of Florida.

• Pre-placement Screening And Counsel-
ing As A Loss Control Tool. Judith Stockman,
Director of Safety, Weiser Lock Division of
Norris Industries.

• How To Limit Serious Injury Liability. Gus

E. VonBolschwing, Attorney, Golman & Von-
Bolschwing, and Richard Carroll, Principal,
Carroll & Company.

• Calculating And Quantifying Your
Workers Compensation Exposures. Joseph
A. Destein, President, Risk Sciences Group.

3:45 pm: Concurrent Sessions. The previous
sessions are repeated so you can attend one
more of your choice.

5:15 pm: Reception.

TUESDAY, JUNE 12

9:00 am: Faceoff-Are Workers Compensa-
tion Rates Fair? William Cain, Director of In-

surance & Risk Management, Dayton Hudson
Corporation; Richard I. Fein, Actuary, National
Council on Compensation Insurance; Myra L.

. 0

Tobin, Vice President & Senior Casualty Officer,
Casualty Division, Marsh &. McLennan Com-
panies, Inc.: Palmer App, President, Central
Division, Kemper Insurance Companies; and
Douglass Stevenson, Partner, Rook, Pitts,
Fullager & Poust, discuss and debate this cen-
tral Workers Compensation issue.
12:00 noon: Luncheon.

1:00 pm: Can The Wage-Loss Concept Real-
ly Work? John H. Lewis, Attorney, discusses
Florida's experiment with the wage·loss
concept.

1:45 pm: Concurrent Sessions. Four addi-
tional intensive sessions; attend the one of

your choice:

• Rehabilitation-Controlling The Loss
After The Injury. Gayle C. Foster, Assistant
Secretary, General Reinsurance Corporation.

• Should You Use Your Captive For

Workers Compensation? Robert A. Reeves,
Vice President-Insyrance, Hospital Corpora-
tion of America.

• Safety And Loss Prevention. Michael
Krikorian, Corporate Manager of Safety,
Brunswick Corporation, and James Dugan,
Manager of Safety, Allegheny Ludlum
Industries, Inc.

• Auditing And Monitoring Your Insured
And Self-Insured Workers Compensation
Program. Donald R. Czerniach, Vice
President-Manager, Administrative Claim
Service Dept., Fred S. James & Company of
New York, Inc.

3:30 pm: Concurrent Sessions. The previous
sessions are repeated so you can attend one
more of your choice.

5:00 pm: Reception.

WEDNESDAY, JUNE 13

9:00 am: Top Management's View on Work-
ers Compensation. The perspective from the
top on the issues and an examination of the op-
portunities for managing the risks.

10:15 am: Product Liability And Workers
Compensation. Victor Schwartz, Office of the
Secretary, U.S. Department of Commerce,
discusses aspects of the Department's pro-
posals on product liability and their relationship
to Workers Compensation.

11:30 am: Taxes As Loss Prevention Incen-

tives. Richard Bergman, Executive Director,
Interagency Task Force on Workplace Safety &
Health, and Robert Collyer, Executive Assis-
tant, UBA Incorporated, discuss whether a
change in the tax code to limit employer
Workers Compensation tax deductions to the
average for their industry would provide an in-
centive to improve safety and reduce
workplace injuries.

12:30 pm: Adjournment.
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dune 10.13,1971 • lilli Regeng" 9'Hare Hotel
Rosemit,Illinois

Conference Data: Space is limited so registrations are accepted on a first-come, first-served basis
only. To assure a place for you and your associates, please register as soon as possible.

Conference fee is $385; a 10% discount applies to this rate for additional registrants from the same
company who register at the same time. If your plans change, you can substitute the name of
another individual, without penalty, prior to the Conference. Or you can receive a full refund if you
cancel by May 29, 1979. (For cancellations received after May 29, there is a $65 service charge.)
Registration fee includes-admission to all Conference sessions and functions, complete resource
materials including a workbook, planned luncheons and receptions.

Hotel accommodations and travel arrangements are not included and must be made separately.
Registrants automatically receive hotel reservation forms with their Conference confirmations.

To Register, Mail Coupon Or Phone (312) 649.5242 Collect-TODAY!

MES!
Please enroll me and my associates in the
Business Insurance National Conference on Workers Compensation.

Enclosed is a check for $ El Bill me.

(/lake check payable to: Crain Educational Division. Mail with coupon today to: Crain
Educational Division, 740 Rush St., Chicago, IL 60611)
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Small pension plans fold under ERISA
the ratio of new plans formed to
terminating plans was 16 to 1

About half o f the plans termina-
ted in 1977 because of bankruptcy,

By JERRY GEISEL feet of the terminations on plan ERISA, a whopplng 89% of them based on a sample of 750 small adverse business conditions a
participants appears to have been had to be revised to meet ERISA plans change in ownership or because

WASHINGTON-More than minimal requirements, the GAO said Meanwhile, the PBGC found the plan was too costly Only 22%
18% of the nation's small pension About 30% ofthe 82,000 sponsors Sixty-one per cent of the plans that pension plan terminations hit of the terminating plans cited
plans have terminated since the who terminated plans added new had to be revised because they did their zenith in the last three ERISA as the sole reason for fold-
enactment of the 1974 pension re- plans or expanded existing plans, not meet ERISA participation months of1976 when a record 2,200 Ing
form law, a just-published General ensuring that workers in termina- standards, while 15% of plans did plans terminated Duringthequar- Terminating plans tended to be
Accounting Office (GAO) survey ted plans continued to receive pen- not meet vesting requirements ter ending Sept 30, 1977, the num- small, with half of them providing
reveals mon benefits These revisions significantly ex- ber of terminations dropped to benefits to less than seven pal·tici-

At the same time, however, the panded the net of pension cover- 1,200 a 45% decrease from 1976 pants The rate of termination
Pension Benefit Guaranty Corp, In addition about half of the ter- age to workers "Revising plans to among plans with less than six par-
(PBGC) reports that the numberof minated small plans failed to meet meet ERISA's minimum participa- The downward trend m pension tlclpants was 20 times greater than
pension plan terminations has basic ERISA participation and tlon and vestlng requirements re- plan terminations continued last for plans with more than 500 par-
dropped markedly since theend of vesting standards Rather than im- sulted in at least 410,000 additional year when 901 plans terminated in ticipants, according to the PBGC
1976, reversing a two-year-old prove the plans to meet the mini- employes becoming participants the three-month period ending Forevery 1,000 plans with less than
trend mum standards, the sponsors in small pension plans," according Sept 30, 1978 five participants, about 130 ter-

The number of small plan termi- elected to kill the plans to the GAO study For every pension or profit- minated in 1977, but among every
nations may seem high but the Of the 388,000 small plans that The GAO study which was re- sharing plan, terminated in 1977, 1,000 plans with more than 500 par-
GAO survey suggests that the ef- continued following the passage of quested by the 116 congressmen, is 2 2 new plans were formed In 1976, ticipants, only seven terminated .

RISK MANAGEMENT POSITIONS "0'Keefe International

classified advertising Risk Mgr, Fortune 100, Nj 6OM CORPORATE DIRECTOR Adjustment Companies, Inc.,
Risk Mgr, New Staff Pos, Mid- RISK MANAGEMENT P.O. Box 16168,

Atlantic 25 to 3OM

Asst Risk Mgr Cas & Sfty,
Our Midwest client Is seeking their Phoenix, AZ, 85011,

Atlanta 3OM first Risk Manager to establish a area code 602-264-3439,
corporate wide program for theirLoss Prev Eng, Fire, Boiler, cable address "LOKADCO"

HPR, PA 25 33M multi manufacturing plant locations

RATES AND CLOSING TIME $3.00 per ime,minimum charge $15 00.Cash with Cert Safety Prof, NYC, NJ, Seeking innovative financially on "We Will Handle Your Claim
LI 20 to H, 20's ented insurance manager with good Anyplace In the Free World"order. Figure all cap hnes (maximum-two) 30 letters and spaces per hne,

Asst Risk Mgrs/Analysts Cas/Prop supervisory and comunication skills

upper & lower case 40 per kne Add two linesfor box number.Rephes are NYC, NJ, CT 24 3OM Salary to $35.00 with an opportunity

Ins Assts, Corp Und 0- Bkge exp to assume greater responsibility
forwarded datly. Closing deadline. Copy in written form m Chtcago NYC, CT, NJ, & Mid West 18 25M

omce not later than noon, Friday, 10 days precedlng publicatwn date. Corp efts Mgr, Grp Ins Pens to 35M PENSION
PublishedevervotherMonday Displayclass+ed takescardrateof#36.50 JOHN HUTTNER 212-732.3110 R,chard

per column inch, and card discounts on stze and frequency· Mad ads to david 1. hollinger associates Gay ADMINISTRATOR
150 Broadway, New York NY 10038

Business Insurance, classtfted advertising dept., 740 N. Rush St.,Chicago, High visibility corporate staff
 INSURANCE PERSONNEL RESOURCES position for individual with at

Ilt,nots 60611 312/649-5340 or 312/649-5239 -'910 Ptachiree Red N W Scri 622

INSURANCE An Dia, 1 Ge,199 30306 #4041 262 2972 least 3 years of direct experience
In pension administration Work

HELP WANTED r Professional Risk Management Tools 7 ADMINISTRATOR
1 Automated information systems for controlling |

ing knowledge of ERISA is es
sential Good written and verbal

RISK MANAGER and administering cost of risk GATX CORPORATION has a
CITY OF MADISON, WISCONSIN

1 CORPORATE RISK
challenging position available to consult with divisions and

Administer comprehensive risk manage
ment program, workers compensation, cor grate for an Insurance Acministrator in 1 MANAGEMENT EXECUTIVES 1 advise corporate management
life and disability insurance programs
Contract review and negotiation 3 years shstems nnent.  corporation located 50 milesrisk management experience $22.213 Safety-Property
$26.745 per year Apply by May 25. 1979 Qualified candidates will have Conservation Managers south of Milwaukee For conside
City Personnel Division, Room 501. City- BOXM,80 AMAILLO TEXISM,20 8006584351

communications skills required

Its Corporate insurance depart-
Insurance/Risk Analysts We are a leading Fortune 500

previous experience m risk man- Loss & Claims ration, send a resume m confld
County Building. 210 Monona Avenue,

Madison, WI, 53709, (608) 266-4615 agement or related insurance Control Managers
ence or call

AFFIRMATIVE ACTION EMPLOYER UNDERWRITERS background. Respoisibilittes will I Group Benefits & (312) 689 5289
ENGINEERING RISK MANAGER - include policy and contract re- Pension Managers Roger Gallentine

Established Excess & Sur
Growing L A area engineering/ risk man view and analysts, allocation of Health Care Directors OUTBOARD MARINE
agement firm needs aggressive, innova plus/Managing General A- premium; and loss adjustment live person to help develop and direct gent needs property/casual.

& Assistants CORP.
services to insurance market Must und-

ty underwriters. If you have We offer an excellent salary and I Discreet use of our NATIONAL regis I 100 Sea Horse Drive/
erstand insurance underwriting, claims, exceptional benefits plus good I ters of skilled applicants and corpora- I Waukegan, Ill. 60085corporate risk management, be able to 2 5 years of underwriting I tions are available for further person- 11
work with computer data and professional experience with a standard opportunity for personal and I al advancement and professional risk I Equal Opportunity Employer M/F engineers, skilled in use of quantitative professional growth For conside-

carrier, are willing to re- management departmental staffing
methods Excellent opportunity for ad ration, send resume including Ca, 1 Edward Hoffman/Mart n Hodes,
vancement to middle management post- locate and are looking for COLLECT, at
tion if successful in profitably expanding a real challenge/growth

salary history in confidence to:
(212) 267-2600the market Send resume, salary history

to position, please contact John Coit YOUR AD
WALL PERSONNEL

Box 245, BUSNESS INSURANCE Ms. Mary Marines, V. Pres. GATX CORPORATION
740 Rush St, Chicago, Ill 60611 Horan, Goldman ASSOCIATES, INC. WILL GET

120 S. Riverside Plaza 170 Broadway
BUSINESS OPPORTUNITIES Companies, Inc. RESULTS

Chicago, IL 60606 New York, N.Y. 10038
Two Bryn Mawr Ave.

equal opportunity employer m/fINSURANCE BUSINESS WANTED Bryn Mawr, Pa. 19010
HERE

Full Line insurance broker desires to 215-527-4400
purchase book of business Will consider
alternative to outright sale and will

Openings in eryn Mawr, Pa ,
Cherry Hill, N.J. & New York

consider changing agency affiliation De City offices.
slre St Louis and County areas Write An Equal Opportunity Employer

ACCOUNT MANAGER
P O Box 8814. St Ibuts, Mo 63102

CORAL GABLES, FLORIDA Insurance
CAREERS

Large progressive International Agency seeks individual with m,nimum
five years Property/Casualty experience Requires Involvement in
Marketing General Liability and Property Coverage Insurance for

R/M BROKERAGE national clients and prospective major accounts with emphasis (heavy
Administrator

experience, in property area and secondary level of expertise in
SR. RISK ANALYST . . .TO $45,000 BROKERAGE UNDERWRITING.. $35K+ Our Upstate NY based,casualty Must have excellent communication and marketing skills

highly diversified, "Fortune
SO. WEST This opportunity os Multiple listings for large comml. and experience with large agency or national broker Prefer college

500" Company has a new
for the risk professional ready to accounts underwriters (placement graduate with maor or minor in insurance

We offer excellent compensation and benefits package and opportunity addition to staff position

step-up to the top level. Survey, expr. preferred) m Texas, Louts:- Send resume m confidence. This challenging opportunity

analyze and design world-wide ana, Kansas, GA, Neb., Florida, FRANK B. HALL & CO.
is for a well qualified in

oil and gas related risk programs. CO and Miss. dividual to assist the In

RISK DIRECTOR . . .TO $35,000
Box 244, Business Insurance

SALES MANAGER
surance Manager in the as

. $4OK+ 740 Rush Street, Chicago, 111. 60611 sembly of information to
SO. WEST. Major "manufac- SE agency seeks proven sales analyze Corporate insurance
turers" association Head up Mgr. to head existing dept Must needs for property & 1/abil

risk, loss control and employee have commercial exp. and proven tty exposures m addition to

benefits program for executive managerial expr. Nat'I accts CORPORATE the evaluation of risk and

office and member companies helpful financing alternatives avail

LOSS CONTROL DIR. . TO $30,000 MARKETING DIRECTOR $35/$45K+ BENEFITS MANAGER- able The successful candi

date will have 25 years
EAST New position with Fortune MW brokerage seeks strong cas- Corporate Insurance or Bro

500 corp. Design and install cor- ualty technician with expr. in SAN FRANCISCO kerage environment expert

porate level program B S and/ placement of medium-to-large ence, CPCU or RM designa

or CSP commercial accts Solid markets We invite you to explore this position with Dean Witter Reynolds,
tion, a degree m Insurance,
Accounting, Finance, or Bus

exist. Inc., a nationally known stock brokerage firm. You will be located
RISK ASSOCIATES . TO $28,000

iness, as well as excellent
ACCOUNT EXECUTIVES (Sales) $40+ In San Francisco and report directly to the National Director of written and oral skills We

Your agency/brokerage, insur- Denver and Dallas clients seek Personnel Candidates must possess the technical credentials to plan a starting salary which

ance co, or corporate experience proven producer of commercial evaluate and administer our employee benefits programs, Includ should prove highly attrac

is sought by a wide range of accounts They provide full ser ing insurance and retirement plans, and have the ·ability to tive to an individual whose

clients In every region of the earnings are now m the
vice depts with long-term mar- interface and communicate with employees at all levels within

country Explore your potential in
upper teens. plus an unusu

kets. Bonus. the organization. In addition, will work with consultants, attorneys, ally liberal benefits pack-
confidence For details and insurance brokers College degree and a minimum of five age, Including relocation

CONTACT: DONALD DELANEY CONTACT: JIM GILBERT years of benefits experience Is required Reply to: expenses Send complete

All foes employer paid Partial national listings
details of your career ex

Mr. Robert H. Anderson, perience. as well as salary
Apply by resume or call: 1st V.P.-Personnel, history, in confidence to

INSURANCE RECRUITERS, INC. Dean Witter Reynolds, Inc.,

45 Montgomery St., San Francisco, CA 94104, Box 246, BUSINESS INSURANCE
3707 Rawlins, Suite 416

(415) 392-7200. 740 Rush St., Chicago, 111. 60611
Dallas, Texas 75219

214-528-0090 Equal Opportunity Employer An Equal Opportunity
Employer M/F



Continued from page -1
grams, says the American Hospital
Assn. and other hospital riskman-
agement experts who oppose the
hew rule.

How much higher hospital rates
will be for corporations whose
workers are hospitalized is still un-
certain. No one has had time yet to
break out statistics about theexact
costs they'll have to cover by other
means than claiming federal reim-
bursement for average charges
spread over all patients.

Butonehospitalriskmanagerat-
tending an industry session at the
annual RIMS conference in Chi-
cago said he already knows that
about $500,000 in · insurance and
risk management costs · during
1979 and 1980'won't·be covered by
HEW's Medicard plan any more.
This means he'll adjust hospital
rates per day for all other patients
in order . to recoup this

amount. "And this will be covered
by Metropolitan Life, bythe Blues,
and by othercompanies paying the
bills for employes," he said.

The new rule is designed to save
federal money, reducing the
amount HEW pays hospitals under
prcgrams established to allocate
costs relased to patients covered by
government welfare plans.

HEW estimates that more than

Reinsurance broker

reorganizes office
Stewart Smith has reorganized its
Chicago reinsurance brokerage of-
fice under the corporate title Stew-
art Smith Reinsurance Interme-
diaries Inc. Charles B. Litzinger
has been elected president and
'John J. Norton has been named ex-
ecutive vp. The company provides
full service nationally in casualty,
'property, and life reinsurance as
well as facultative placements.
Both domestic and world-wide
'markets are available through its
'affiliation with the Stewart Wright-
scn group.

$300·million will be saved in the
first year, more than. $700 million
will be saved the second year and
more than $1 billion can be saved
each year by the early 1980s. What
HEW "saves," other payers will
have to cover when unrecovered
costs are allocated over non-Med-
icare hospital patients.

Urges comments
Hospitals were originally given

only until May 1 to respond to the
HEW proposal,·but were granted
an extension until May 15 at the
request of the AHA, said James
Groves, AHA risk manager.

"Even though corporate risk.
managers and employe benefit
managers won't have time to write
to HEW and oppose the rule be-
cause of its potentially disastrous
impact on hospitals and health
care costs, we'd like to see them
write to their Congressional repre-
sentatives to intervene and fight
this rule," said Mr. Groves.

In an effort to mobilize support
for hospitals opposing the rule, the
AHA has talked with RIMS legisla-
tive experts and the head of
RIMS's new employe benefit com-
mittee, enlisting their support.
"The issue is this: It'11 either cost
employers and patients $1 billion
or hospitals will lose $1 billion,"
said Mr. Groves.

The rule, ifpassed as part ofHos-
pital Care Financing Administra-
tion guidelines, will reimburse
hospitals only for malpractice and
liability insurance, self-insurance
and risk management costs di-
rectly attributable to Medicare pa-
tients. It would, says the AHA in
unison with many other hospital
executives and risk management
consultants, also impose colossal
risk management related prob-
lems on health care institutions.

Based on a hospital claims study
done in 1976, HEW figures Medi-
care patients generate only 5.1% of
an hospital malpractice insurance
claims, while Medicaid patients

property
insurance

on woodworking operations
including automated sawmills

We're insurance specialists in the
forest products industry, and

can provide you with property
coverages at possible savings
up to 50% over your present
costs. We can also proyide you
with contractor's equipment

coverage and general liability
(including products) insurance.

0¥

It Ill li' 1 11
. 0. .. .0

generate only 7.5% ofclaims. Thus,
it reasons, the federal government
should help pay for only that por-
tion of insurance costs or self-
insurance funding by·hospitals.

This would significantly restrict
the methods hospitals have usedto
spread costs over all patients 'and
recoup them from the government
in proportion to the number·of
Medicare and Medicaid patients
they serve.

"This regulation assumes that
the sole purpose of buying insur-
ance is to pay losses. We believe the
purpose of insurance is much
broader. . .to protect assets," says
Mr. Groves ofthe AHA. The associ-
ation wrote a letter to HEW oppos-
ing the. proposed rule . on the ·
grounds it is illegal and is based on
faulty assumptions.

May"go .bare"

The rule may force hospitals un-
able to cover their insurance and
self-insurance costs in the old way
to "go bare," maintains Kay
Hartlieb of Alexander & Alexan-
der in Chicago, a specialist in hos-
pital malpractice insurance and
risk management.

Mr. Groves of the AHA agreed.
Because the rule creates financial
problems for hospitals, they might

not be able. to afford malpractice
insurance or to self-fund for future
losses under self-insurance pro-
grams, he said. He fears they will
go without any insurance if HEW's
new regulation puts them in the
position ofbeing strapped for cash.

A hospital controller at the in-
dustry session said the rule will
create a very difficult cash flow
problem for his institution in the
near future,

Moreover, the way the new regu-
lation on cost reimbursement is
worded, it wouldn't allow hospi-
tals to allocate to the federal gov-
ernment the costs of anything but
"paid claims." It ignores the added
costs involved' in reserving for
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claims, defense costs, incurred-
but-not-reported claims, loss pre-
vention . costs, and other risk-
related expenses spread over all
patients using a hospital, say'the
experts.

The rule appears to allow reim-
bursement ofindemnity payments
only, the AHA and other risk man-
agement observers worry.

Among the firms opposing the
rule in responses sent to HEW are
Wyatt Co.,Marsh & McI*nnan and
Blue Cross/Blue Shield Assns. The
American Council of Life Insur-
ance is considering taking a stand,
but the Health Insurance Assn. of
America appears to want to stand
clear of the issue. m

Underwriting
and Loss Control
Engineering Reports.

Smhi.me,
Schirmer Engineering, 3701 Lake Avenue, Glenview, IL 60025. Telephone: (312) 729.5715

anewtwisttoanewsubiect

Governmental Risk Management Reports
a focus on governmental risk
and insurance management

Erosion of governmental immunity, sky-
rocketing insurance costs and decreas-
ing interest of insurance companies in
writing governmental. insurance have
caused governmental bodies to place a
greater emphasis on the new subject of
risk management. This is a developing
management discipline designed to
conserve governmental resources
against the risks of accidental loss. Due
to increased awareness of risk manage-
ment as an. essential governmental
function, public bodieh are now more
interested in following risk manage-
ment developments and techniques.
Governmental Risk Management
Reportswillprovideaforumforideasas

...I--lili-

----

+ well as tools ahd techniques of risk man-
. agement for large and small govern-

mental bodies alike. Governmental
Risk Management Reports will be pub-
lished monthly. It will help governmen-
tal units to identify. evaluate, control
and reduce exposures to accidental
loss. We will comment on innovative
and cost-saving approaches to risk
financing including such areas as self-
insurance and intergovernmental
pools. We will keep subscribers in-
formed on recent legislative and judi-
cial activities which may affect muni-
cipal programs. We will cover adminis-
trative applications which will make
governmental risk management pro-

Govornmintal Risk Managimmt Reports
c/o-Risk Planning Group, Inc.
722 Post Road, Darien, Connecticut 06820
(203) 655-9791 ·

name

title

governmental entity/company

street

city, state, zip code

grams more elf icient and cost-effective.
Governmental Risk Management

Reports will serveasa source of informa-
tion on job opportunities, personnel
changes, as well asthe important
seminars, conferences, and workshops
geared to assist governmental risk
managers.

In sum. Governmental Risk Manage-
ment Reports will aggressively cover the
governmental risk management scene
throughout the United States. Wewillbe
interviewing leaders in the field. gather-
ing information on significant losses,
awards, trends and, in general, offering
candidand practical observations on
this most vital developing discipline.

0 Enroll me as a subscriber to
Governmental Risk Manage-
ment Reports. I am enclosing
my check for $48 ($60 after
September 1,1979) to start my
subscription immediately.
(Make checks payable to ·
Governmental-Risk Manage-
ment Reports.)

0 Enroll me as a subscriber and
bill me/my governmental
entity or company $48· ($60
after September L 1979)

B4
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Willey ioins food chain as benefits and risk exec

Michael R. Willey is the new
benefits and risk administrator for

Wendy's International Inc. in
Dublin, Ohio, a new position. Mr.
Willey formerly was corporate in-
surance and tax manager for Berg-

strom Paper Co. in Neenah, Wis.,
which has merged with Glat Felter.

In his new position, he is responsi-
ble for property/casualty insurance
as well as employe benefits includ-
ing pension and profit sharing
plans and a stock ownership pro-
gram. Prior to being with Berg-
strom, Mr. Willey was an insurance
and tax consultant. He's also

worked for Aetna Life & Casualty.
He is studying for a risk manage-

ment and a CPCU designation.
***

Fred Wettstaedt has joined
Land 0' Lakes in Minneapolis as a
risk management specialist. Mr.
Wettstaedt, 28, was most recently
at International Multi Foods as a
tax accountant. He replaces Stella

Alexis, who recently left to be-
come claims and loss prevention
administrator at McQuay-Perfex
Inc. Mr. Wettstaedt, who will han-
dle comprehensive liability and ca-
sualty insurance for the company,
reports to Gary Swoverland, risk
administrator.

***

The Valero Energy Corp. has
hired Gary Spangler to fill the
newly created position ofrisk man-
ager in its Houston, Tex., office.
Mr. Spangler comes to Valero, for-
merly known as Lo-Vaca Gather-
ing Corp., from Eastern Airlines in
Miami, where he was a senior in-

surance analyst. Mr. Spangler, 36,
will report to vp and treasurer Ed
Benninger. He has an MBA from
Florida Atlantic University and a

BA from the University of South
Florida. Eastern Airlines has filled

Mr. Spangler's old position by

reorganizing the department.
***

Emmett M. Clark

Emmett M. Clark has been ap-
pointed to the newly created posi-
tion of supervisor of property loss
prevention in Southern Railway

Po ution!

OCSLA 1978 (OuterContinental
Shelf Lands Act Amendment of

1978) - all overwater operators
having any property in U.S. wa-
ters are subject to this new act
andmustcomplybySeptember
1979. The Wetzel Company, Inc.
has designed specific coverages
to comply with these new regu-
lations. TheWetzel

-

Company, Inc.
3003 West Alabama

Mailing Address: P.O. Box 66452
Houston, Texas 77006

Telephone: 713/523-3003
Telex: 76-2053

Only through agents/brokers/insurance companies

System's Lexington, Ky., office.
Mr. Clark will be responsible for
Southern's fire prevention and
protection program in Kentucky,
Ohio, Indiana, Illinois and Tennes-
see andwillreportto George Buck-
ley, director of insurance. Prior to
joining Southern, Mr. Clark was an
instructor at Kentucky State Fire
Services Training and spent a year
with the Henderson, Ky., fire de-
partment. He has a degree in fire
technology from Western Ken-
tucky University.

***

Mark S. Mitchell is the new

claims supervisor in the office of
risk management forthe Metropol-
itan Government o f Nashville and
Davidson County. His primary du-
ties will be claim supervision for
the Metro self-insured liability
plan and the schools' self-insured
plan and will report to risk man-
ager R.L. Sinclair. Mr. Mitchell was
formerly a claims representative
for State Farm Insurance Co. in

Midland, Tex.
***

Great Atlantic & Pacific Tea Co.

in Montvale,N.J. hashired Pamela
Dumochel as its group benefits
manager. Ms. Dumochel, 30, comes
from Marsh & McLennan, where
she was a benefit claims consul-

tant. Her new position comes as a
result of promotions in the New
jersey company. Ms. Dumochel
reports to Richard Porrett, director
of risk management.

***

Judith A. Roberts has joined
Compugraphic Corp. in Wilming-
ton, Mass. in the newly created po-
sition of risk manager. Ms. Ro-
berts, whose responsibilities in-
clude property and casualty risk
management and insurance, re-

ports to Stephen Smith, financial
manager. Ms. Roberts was for-
merly assistant insurance manager
for Data General Corp. She ob-
tained her BA from Brandeis Uni-

versity and holds an associate in
risk management degree. She is
also editor of the Massachusetts

Risk and Insurance Management
Society newsletter.

***

Anthony Giardino has joined
Interway Corp. of New York as its
manager of risk management and
insurance. Mr. Giardino, who will
have direct responsibility for
Interway's worldwide casualty
and liability insurances, will report
to Dennis J. Kenny, vp and general
counsel o f the company. Mr. Giar-
dino was most recently at Bankers
Trust Co. in New York, where he
was associate insurance officer.
Prior to that he was with Macmil-

lan Inc. He has a BA degree from
Fairleigh Dickenson University
and is an adjunct assistant profes-
sor at the College of Insurance
Graduate School in New York.

Mr. Giardino's leaving Bankers
Trust resulted in a minor reorgani-
zation of that company's depart-
ment, with the creation ofan addi-
tional insurance analyst position,
to be filled by Linda Szychowski.
Miss Szychowski, 26, was pre-
viously an insurance analyst for
the Wallace Murray Co. In her new
position, she will report to Paul
Higgins.

.

We'd like to report on sto<ff
changes in your risk management
or emplove benefits department.
Just drop a note to Business Insur-
ance, 708 Third Ave., N.Y. 1001 7 or
call 212-986-5050. We'd also like to

receive pictures of those involved.

Letters column...
Continued from page 10
ment until those companies re-
opened this morning, regardless
what the need may have been.

Some years ago I was a vice pres-
ident of a national property and ca-
sualty company in charge of sev-
eral states. One of the first things I
did was install an "after-hours"

telephone recording device, one of
the first then in use. It began "You
have dialed X Insurance Co. Our
office is closed until... Ifyou have a
claim to report, please dial. .." (and
there were three numbers, mine
being the final number). This
device was"hooked up" at the end
of each business day-not just
weekends or holidays. Some ofthe
most important calls ever received
by the office came after hours, not
just claims reports either. Those
numbers were claim numbers but
the claims people took other calls,
too. I don't remember the cost, but
it was negligible compared to the
favorable response we got from it.

Later, as a broker, I tried one of
the (800-) numbers to report a
claim. A man answered. He didn't

know me, didn't know of the bro-
kerage firm which was, andis now,
one o f the largest and best known
in its service area. All he did was
take my name and number and tell
me a claims representative for our
area would soon be in touch with
me. This was early on a Saturday
morning.

Involved was a very valuable
show horse, insured by a livestock
firm providing mortality by a well
known national company, occa-
sionally on tv. The claims repre-
sentative did not phone. We then
tried the home office. One of the
officers answered. He was not fa-

miliar with what to do. We ex-
plained the policy provided for no-
tice to be given to a certain person
before an animal could be de-

stroyed. He replied he did notknow
how to get in touch with that par-
ticular claims person but would
put a message on his desk. Need-
less to say, the veterinarian or-
dered the horse destroyed because
of its rapidly deteriorating condi-
tion.

Finally, on Monday afternoon,
the call came through. When we

explained the horse had been de-
stroyed Saturday afternoon on or-
ders ofthe vet, the managersaid he
would have to deny the claim be-
cause he had not received notice

prior to the destruction. He later
reversed himself but not until we

went through other channels, ex-
plaining we had spent almost all
day Saturday trying to get in touch
with some one in the organization
as required but finally yielded to a
humane decision to put the animal
out of its misery, with the vet in
charge.

Right now, in our size organiza-
tion, we have little latitude on,
claims service; we are at the mercy
of the companies, open to us from 9
to 4: 30 or 5 and who take every op- 1
portunity for coffee breaks, lunch
hours, holidays and weekends.
And, as Mr. Rosenbloom so aptly
states, accidents, fires, wind-
storms, etc, do not follow regular
hours. They happen around the
clock all over the world, not neces-
sarily at a time convenient for the
clock watchers and computers.

Harry Ike Petrey
Principal, Ernest Q. Petrey Inc.,
Gastonia. N.C.



Ifyou'reinvolvedwith
risk management,
here'saforumyou
can't afford to miss.
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The search for new and more efficient

techniques for loss prevention is a top priority
issue in business today.

'And on June 11, Business Insurance will present the most
comprehensive overview of risk management services to date.
It will cover, such subjects as captive insurance company management,
fire protection engineering, employe benefit consulting, risk
management consulting, and claims administration.
This issue will be the center of attention in the risk management
marketplace for months to come. There is no better opportunity to
reach and influence top financial and risk management executives in the
insurance market's most influential environment - Business Insurance.

Reserve· your "place at the table" now.
Ads close on May 29. For more information,

Contact: Don Walsh, Advertising Sales Director,
at (212)986-5050, or write to:

Business Insurance, 708 Third Ava, New Ybrk, N.Y. 10017.
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Ifyour policy's
biggest feature isthebill,

that's un-American.
At American Mutual, a major policy-service feature

is helping you train your people to spotjob hazards-and
reducing losses reduces the real cost of your insurance.

We don't duck the main issue: giving you total value
in insurance. That's the American way; the.American
Mutual way

American
AAutual

INSURANCE COMPANIES, WAKEFIELD, MASS. 01880

We want to keep you safe, and sound.


