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Insurer's former officials,
accountant named in suit

CHICAGO-Twelve former officials of

the now-insolvent Security Casualty Co.
and its accounting firm, Coopers & Ly-
brand, are named in a damage suit filed by
the Illinois Department of Insurance alleg-
ing violations of state insurance laws.

The suit. filed May 18 in Cook County
Circuit Court, accuses officials of the Chi-

Continued on next page

Reporting weekly for corporate risk, employee benefit and financial executives/$1 a copy; $40 a year

Hard times,
creative times

From concrete spires to amber waves of
grain, Illinois business enfolds a diverse mix of
risks and insurance resources, some indepen-
dent and others intimately linked to industries
in both the East and West.

But unlike some booming areas of the coun-
try, the Land of Lincoln is feeling the stress of
hard times as the costs of business rise and in-
come falls.

With workers compensation loss control,
health care coalitions, proposed legislation, new
markets and general belt-tightening, the Illi-
nois market is fighting back and making a
stand.

Hard times

are creative

times: A special
report.

' Entire contents copyright 1982 by

Crain Communications Inc. All rights reserved.

Braniff benefits
Others may pay for pensions --'64p'"-

By JERRY GEISEL

WASHINGTON-Retirees of shut-down Braniff International Corp.
will get most of their pensions, but other employers may have to kick in
to pay the fare.

Braniff, which terminated operations May 12 and filed for protection
from creditors under federal bankruptcy law, hasn't put aside enough
money to pay benefits to the 6,000 vested participants in its four pension
plans.

As a result, the Pension Benefit Guaranty Corp., the federal agency
that guarantees workers' pension benefits when corporations fail, would
have to make up as much as $70 million of the funding shortfall if Braniff
terminates its pensions plans.

In turn, the financially strapped PBGC will have to pass this bill onto
other employers in the form of higher premiums for federal pension
insurance mandated under the Employee Retirement Income Security
Act.

The PBGC warned in a special study exclusively obtained by Business
Insurance last month (BI, April 19) that it could be swamped with billions
of dollars in pension bills as the economy threatens the livelihood of
several major corporations with huge unfunded pension liabilities, like
International Harvester Co.

The PBGC in its report says it would have to pay out $4.4 billion in
benefits if 34 financially ailing firms with large underfunded pension
plans collapse.

Continued on page 49

Workers on own for health cover

By STEVE SHERWOOD

DALLAS-While Braniff International

Corp. employees' retirement benefits
won't sink with the ship, it's a different
story for employee health benefits.

{ Except for the pilots and flight atten-
dants, whose unions may help them con-

 tinue to purchase health care insurance at
, lower group rates, the rest of Braniff's

9,500 employees are on their own for
health insurance.

The only options now for the unem-
ployed workers are to go without health

- insurance or to purchase their own at tra-

ditionally higher individual
rates for less coverage, with
no employer contribution.

Connecticut General Life

Insurance Co., Braniff's Photo: Wide World

group health insurer, will pay all claims
incurred until May 13 by Braniff employ-
ees.

Originally, Connecticut General had
said it would cover any claims incurred
before May 1, which represented the last
date coverage was in effect based on Rre-
miums paid.

However, Connecticut General was

granted permission May 20 by the U.S.

1

Bankruptcy Court in Fort Worth, Texas,
to continue group coverage through May
13, the day Braniff filed bankruptcy. De-
tails of the arrangement were not avail-
able.

Connecticut General, a subsidiary of
Connecticut General Insurance Corp.,
which merged with Insurance Co. of

Continued on page 49

Analysts' fears mount over insurer losses
By BILL DENSMORE

*... NEW YORK-Major property/casualty insurers, reeling
from a one-two punch of historic winter storm losses and a

coinued buyers' market, are reporting sharply lower
operating results and paltry cash flow for the first quarter.

The newly formed CIGNA Corp. took the worst beating,
with results from the property/casualty businesses dominated
by the INA Corp. side of the merged company contributing
nearly two-thirds of a 49.3% decline in operating income.

Analysts' fears are mounting that insurers soon will be pay-
ing out more money in claims then they are collecting in new
premiums and investment income, resulting in negative cash
flow (see story, page 53).

"The first quarter was horrible," says Gerald E. Lewinsohn,
a vp and analyst at Merrill Lynch Pierce Fenner & Smith Inc.

INSIDE

who tracks the results of major property/casualty insurers. "If
it continues, they will be selling bonds at 60 cents on the dol-
lar to pay claims."

"The point is that cash flow is down from what it was a year
ago," says Samuel G. Liss, an industry analyst with the se-
curities brokerage firm of Salomon Brothers Inc.

Among the 20 insurers reviewed by Business Insurance,
aftertax operating income declined by 11.6% to $808.2 million,
or 4.5% of revenues, compared with 5.4% of revenues in the
first quarter of last year. Revenues were up 6.8% to $17.8
billion from $16.7 billion for first-quarter 1981.

The average combined ratio, computed on the basis of gen-
erally accepted accounting practices and after dividends to
policyholders, rose to 108.4%, up 5.2 points from 103.2% in the
first quarter of 1981. The average combined ratio for the full
year ended Dec. 31 was 105.3%.

Mine disaster lawsuits

raise work comp questions
Page 2

Pretax underwriting losses stood at just more than $1
billion, up from $572.6 million in the first quarter a year ear-
lier, a 77.6% increase. But investment income attributable to
property/casualty operations rose 16.3%, to $1.9 billion from
about $1.7 billion. Property/casualty earned premiums grew a
scant 3.8%, to $9.1 billion from $8.7 billion.

Industry figures tell the story of insurers' catastrophic
losses that fed these results.

Figures compiled by the American Insurance Assn. and re-
leased by the Insurance Information Institute tally catastro-
phe losses during the first three months of 1982 at $404.2 mil-
lion, the largest since the statistic was first recorded in 1949.
The previous record for the first quarter was $208.7 million
set in 1979. Last year, first-quarter catastrophe losses totaled
$103.5 million.

Continued on page 52

Workers get new assignment:
hold down health care costs

Page 3
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-update:
Insurer's ex-officials sued
Continued from previous page
cago-based insurer of failing to keep accurate records, unnecessarily
delaying payouts of claims and failing to keep proper reserves. It
accuses Coopers & Lybrand of failing to discover the company's
insolvency or its inadequate reserves.

Security Casualty, a stock property/casualty subsidiary of Secu-
rity America Corp., was declared insolvent Dec. 4 by an Illinois
judge after an Oct. 1 state-ordered report by another accountant
found the company had "an estimated stockholders' deficit of ap-
proximately $42 million" and an investment portfolio whose market
value was $10 million less than was reported to the state.

Penthouse wins libel suit
COMPTON, Calif.-Penthouse magazine did not libel Rancho La

Costa in a 1975 article linking the San Diego County resort to
organized crime, a Compton Superior Court jury recently ruled.

The resort co-founders who brought the $522 million lawsuit
against Penthouse will appeal the decision in the 7-year-old case,
said a spokesperson for Louis Nizer, their attorney.

Penthouse is appealing a $26.5 million libel judgment awarded to
a former Miss Wyoming by a Cheyenne, Wyo., federal court jury
last year (BI, March 2, 1981).

Statute of limitations stands
WASHINGTON-The Supreme Court last week declined to re-

view, and thus let stand, New York's statute of limitations that

makes it difficult for people to recover damages when they develop
injuries years after being exposed to a hazardous product.

Under New York law, personal injury victims must file suit
within three years of the time they are first exposed to a product
that causes harm. However, in the case of long-latent diseases like
asbestosis it may take years for the disease to manifest itself.

; Several Brooklyn Navy Yard workers or their survivors chal-
lenged the three-year statute of limitations in a suit against· several
asbestos manufacturers. But the New York State Court of Appeals
tossed the suit out, stating that any change in the statute of limita-
tions should be made by the Legislature, not by the courts.

Refinery damage not yet known
KILGORE, Texas-Adjusters from GAB Services Inc. sifted

through twisted wreckage at the Shore Inc. petroleum refinery in
Kilgore last week to determine the amount of damage caused by an
explosion and fire at the $2 million facility.

The May 18 accident left two workers dead when a spark from a
welding machine ignited fumes in a storage tank, says Lowell
Weekley, Shore's controller.

"About a third of the refinery was destroyed, but the adjusters
seem to be positive about rebuilding," Mr. Weekley says, adding
there is as yet no accurate estimate of damages.

Insurance Co. of North American insures Shore's property risks,
he says. Peterson & Associates of Houston placed the refinery's
workers compensation insurance through the Texas Oil Marketers
Group, an industry association.

Lloyd's bill delayed again
LONDON-The Lloyd's of London's self-regulation bill's slow

journey through Parliament has been detoured again.
The House of Lords may close hearings and vote on the measure

this week, but no matter what action it takes, the bill will return to
the House of Commons.

Lloyd's has relented and now concedes that members should be
able to sue the proposed Council of Lloyd's for damages if they
think they have been libeled by Lloyd's. In the bill's original immu-
nity from liability clause, a member could not bring any legal action
against Lloyd's. The House of Commons must approve this change
before the bill can become law.

UNR could liquidate
CHICAGO--UNR Industries Inc. said at its annual meeting re-

cently that it and other companies fighting thousands of lawsuits by
asbestos disease victims could face liquidation if the suits continue
unabated for the next five years.

 President David Leavitt said government legislation that would
shift the burden of liability in asbestos cases may be required to save
UNR and other companies involved in asbestos litigation.

The company has paid out more than $6.6 million in settlements
and costs from asbestos litigation relating to its subsidiary, Unarco
Industries Inc., which has not been involved in the manufacture of
asbestos products for more than 20 years.

By the end of 1981, UNR was named as co-defendant in about
6,500 asbestos disease lawsuits.
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Dead miners' families sue

coal firms for $53 million
By STEVE SHERWOOD

WHITWELL, Tenn.-Five

wrongful death lawsuits seeking
$53 million from two coal mining
companies are sparking a debate
over the right of employees or their
families to sue employers.

The lawsuits focus on alleged
safety violations the plaintiffs
claim led to a Dec. 8, 1981, methane

gas explosion in the Tennessee
Consolidated Coal Co. No. 21 mine

near Whitwell, which killed 13

Grundy Mining Co. employees.
But a key charge in each of the

lawsuits is that Grundy Mining, the
mine operator, did not have work-
ers compensation insurance at the
time of the explosion and was not
qualified with the state to self-in-
sure its workers compensation
risks.

The suits, filed in Marion County
Circuit Court and the U.S. District

Court in Chattanooga, Tenn- on
behalf of survivors of five mine di-

saster victims, say the lack of
workers compensation insurance
excludes Grundy Mining from the
protection of the exclusive remedy
provisions of the state workers
compensation laws.

Like the laws of other states,

Tennessee statutes say workers
compensation benefits are the only
source of compensation to an em-

British consider

- claim changes
By STACY SHAPIRO

LONDON-Abill recently intro-
duced in the House of Lords may
open the door for larger and more
prolonged liability lawsuits in
Great Britain.

The legislation, called the Ad-
ministration of Justice bill, will
allow some workers who are in-

jured on the job to reopen a claim
even after a court has made an

award.

The legislation could affect U.S.
companies that operate British sub-
sidiaries. However, most employees
seriously injured at a worksite
owned by a U.S. employer try to
press their claims in U.S. courts,
where judgments are usually much
greater.

Until now, British courts, which
do not allow jury trials for civil
cases, have awarded specific judg-
ments for specific workplace in-
juries. For example, a lost eye has
been worth approximately 11,000
pounds (approximately $20,000)
and a brain injury could be worth
up to 70,000 pounds (approximately

Continued on page 51
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William B. Allison, chairman of Tennessee Consolidated Coal, visited
the disaster site last year.

ployee injured on the job and law-
suits against employers are prohi-
bited. But since Grundy Mining, in
violation of state law, did not have
workers compensation insurance
and was not a qualified self-in-
surer, it is open to employee dam-
age suits, the lawsuits charge.

But Grundy Mining and a state
insurance official say the company
was covered under the workers

compensation program of its par-
ent, Tennessee Consolidated Coal

Co. The suits, however, say that
Grundy Mining and Tennessee

Continued on page 50

J&H booze ban

creates a stir
By LEN STRAZEWSKI

NEW YORK-The television cameras came

expecting to record the Wall Street battle of the

swizzle sticks, but all they found were some *
sober-faced Johnson & Higgins executives.

"It all started with Liz Smith, the gossip col-
umnist for the Daily News here," explains Seth
Faison, J&H vp for corporate affairs at the na-
tion's fourth-largest insurance brokerage.

"She got wind of an in-house memo and took
the story to her 'Alive at Five' television show. Then the other TV
stations picked it up."

It was big news all over town: the Johnson & Higgins New York
office was on the wagon, barred from drinking during the workday,
including lunch hours. Another defeat for the "three-martini lunch"
crowd.

"Actually, it's rather long-standing policy here," Mr. Faison says.
"Our directors stopped drinking at lunch some years ago as an ex-
ample to employees and most offices adopted an informal no-drink-
ing policy over the years."

James Harlow, recently appointed managing director of the J&H
New York office, made the informal policy official last week with a
memo to staff that noted how an alcoholic drink or two at lunch cuts

down on productivity in the afternoon.
"The account executives are supposed to ask what their guests

would like. If luncheon guests want to have a drink, that's fine. But
the J&H executive really doesn't need to have one with the guest,"
Mr. Faison says.

' N.Y. may change pollution cover rules-
By JOHN W. MILLIGAN

NEW YORK-Hazardous waste handlers in New

York state will be able to purchase pollution liability
insurance for gradual occurrences from domestic insur-
ers if one of three bills legalizing such sales makes it
through the state Legislature.

State Sen. John R. Dunne, R-Long Island, has intro-
duced the most recent bill that would allow New York

insurance companies to market this coverage, which
they have been banned from selling since 1971. Other
efforts to legalize environmental impairment liability
insurance include a bill introduced by State Sen. Don-
ald M. Halperin, D-Long Island, and a measure
fowarded by New York Gov. Hugh Carey.

New York insurers have not been able to sell liability
insurance against gradual incidents since 1971 when
state legislators banned the coverage, fearing that it

, might encourage some companies to commit willful
acts of pollution.

However, New York insurers may sell coverage for
sudden pollution accidents, and nothing in the state's
law prohibits an out-of-state or foreign insurer from
selling coverage for gradual occurrences, so markets
are available to New York buyers.

Sen. Dunne's bill, announced during an address at
the American Insurance Assn.'s 1982 annual meeting
May 11 and 12, would legalize EIL coverage by deleting
prohibitory language in the state's current law.

This will bring New York in line with the rest of the
nation, the senator said, since New York is the only
state that does not allow insurers licensed to write in-

surance there to market EIL coverage.
"The time has come for New York to reject this

anachronistic restriction and restate our public policy
so that it will conform with public reality," Sen. Dunne
said.

The most important benefit of the legislation, he said,
is the mechanism it provides to compensate private in-

- · Continued on page 51
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Teacher's arthritis ruled a workplace disease
By EILEEN NORRIS for his client

The history sponsible for his gen School District is a member
HARLINGEN, Texas-A $48,000 workers teacher's plight A lesson in work comp condition," said Mr 46

Our medical information said that degen-
compensation check is in the mail to a Texas won the favor of Huddleston, "and erative arthritis is a fact of life for many," he
schoolteacher who convinced a jury that 27 the Jury when it 4 01 weeks of total f partial disabilit agreed he was to- added "The workers compensation law can
years of prolonged standing and walking left went to trial the X#119 1 tally and perman- be interpreted liberally in favor of the plain-
him permanently disabled first week of May Per week ently disabled " tiff here," he said

Junior high school teacher Jimmie D The
Mr Werner, who In Texas, occupational disease is defined to

jury hasn't taught since include "repetitious physical traumatic activ-Werner, 51, will also have his future medical awarded him 401 047,719 '2-1-future Inedl(mi expenses = last January, must ity extending over a period of time that arisesexpenses paid for by his employer, a Ca- weeks of full dis-
meron County Jury ruled May 13 ability at $119 a , - use a cane to walk out of or in the course of employment," says

-

Mr Werner, who taught history to eighth week, the maxi- ·. and has a nerve George W Hatch, director of workers com-
graders at Harlingen Consolidated Indepen- mum length and Graphic Amy Palmer stimulator that he pensation for The Travelers Insurance Cos,
dent School District in this town some 20 amount allowed under Texas law carries on his belt which is the second-largest workers compen-
miles from the Mexican border, filed for ben- to interrupt the pain cycles in his back, hips, sation insurer in Texas

His employer also was ordered by the court knees and ankles, said his attorney
efits under the occupational disease portion to pay for Mr Werner's future medical ex- "That phrase gives rise to the possibility (of

The Harlingen Consolidated Independent a claim)," he said, adding that cumulative in-of the workers compensation statute, claim- penses associated with degenerative arthritis, School District argued during the recent trial Jury claims are definitely increasing in manying his disease was a result of his Job a diagnosis the defense attributed to the that the teacher's condition was a congenital states, not Just TexasThe Texas Industrial Accident Board aging process disease of aging that affects about 40% of theawarded the teacher 300 weeks of disability, Michigan and California have recognizedTwo doctors testified during the trial and population in later life cumulative trauma injuries as compensablebut that was appealed to the court by both the diagnosed Mr Werner's condition as trau- "Our argument was that his condition may under their workers compensation lawsschool district, which said the teacher's con- matic degenerative arthritis, said the have been aggravated by his Job, but it wasn't "There should be a way to differentiate be-dition was related to the natural aging pro- teacher's attorney, Alex Huddleston
cess and not compensible, and the teacher's produced by his teaching," said Ronald Ra- tween a disease of the aging process vs the

"Each of the doctors testified that Mr kich, risk management director for the Texas work environment," said Mr Hatchattorney, who wanted the maximum benefits Werner's occupation was in large part re- Assn of School Boards, of which the Marlin- Continued on page 49

AMC workers give up
pay but gain benefits Pension problems

By JAMES C. LAWSON

SOUTHFIELD, Mich -Hourly workers at American Motors Corp are
granting the automaker some costly concessions but, in return, will gain Changes needed in PBGC program: Nickles
some new employee benefits WASHINGTON-An influential senatoi warns Companies with large underfunded pensionAlong with a new legal services plan, the new contract between the
United Auto Workers union and AMC also provides extended health ben- he will block an attempt to increase the premiums plans and little or no net worth are discovering
efits for some laid-off workers, an important benefit in light of the auto employers pay to the Pension Benefit Guaranty that it could be cheaper to terminate their plans

Corp unless basic changes are made in the PBGC and begin new ones rather than fund existingindustry's troubled condition insurance program
To win the new benefits, however, the 14,000 UAW workers at AMC are plans

giving up six quarterly cost-of-living increases, 3% annual pay increases Sen Don Nickles, R-Okla, chairman of ,„4 As more companies take advantage of
through 1985 and other salary concessions The money will be repaid to the the Senate Labor subcommittee, which has 4 this loophole, PBGC Insurance premiums,

jurisdiction over pension legislation, saysautoworkers, with 10% interest, starting in 1985 if the company turns a which all employers with pension plans
profit the proposed hike in PBGC termination in- must pay, will soar

AMC will fund the new legal services plan from some of the funds surance premiums to $6 per participant I Sen Nickles says that loophole must be
loaned to the company by the workers The contribution is expected to from $2 60 should not be enacted until  closed "We are going to stop that," he told

loopholes in the insurance program are
amount to about $40 per year per employee, said Richard T MacCracken, APPWP members

closed

AMC's vp for industrial relations The solution is to make employers 100%

The legal services plan, to be administered by the UAW and under- Speaking before the Assn of Private  I liable for their pension plans, the freshmanPension & Welfare Plans conference in .wrl' 'I senator said
written by a private Insurer or a prepaid legal services firm, will become
effective April 1, 1984 Washington, Sen Nickles said a flaw in the Sen. Nickles Even if that loophole lS closed, Sen

PBGC insurance program that allows com-The program, which has not yet been formally designed, will cover em- Nickles warned that major increases in the
panies to dump their underfunded pension plans PBGC insurance program can be expected "If weContinued on page 49 on the PBGC and begin new retirement programs have major employers fail (with large pension lia-
has to be corrected bilities), we are talking about a large increase in a

Chicago federal judge rejects Now, the PBGC is entitled to only 30% of a com- short period of time," he said (see story, page 1)
pany's net worth to pay for workers' pensions if Turning to another pension area, Sen Nickles
the company folds an underfunded pension plan Continued on page 46

challenge to multiemployer act Trade group issues recommendationsBy JERRY GEISEL In dismissing a suit filed by four
nnotor carrier associations and the WASHINGTON-The Assn of Private Pension group health insurance benefits an employee canCHICAGO-Employers, who Local 705 International Brother- & Welfare Plans. a leading benefits trade group, receive on a tax-free basishaven't had much luck convincing hood of Teamsters Pension Fund, a brought together about 180 employee benefit man- • Legislation should be enacted to bar employ-Congress that lt ought to change multiemployer plan with big pen- agers, consultants, attorneys, pension plan sponsors ers from dumping their underfunded pensionthe Multiemployer Amendments sion liabilities, Judge Getzendan- and actuaries to its Washington conference May plans on the Pension Benefit Guaranty Corp andAct, aren't doing any better in ner said Congress decided to im- 12-14 to discuss benefit issues then starting new retirement programscourt pose withdrawal liability penalties Recommendations made by the 600-member

In a sweeping 90-page opinion on employers to prevent a collapse • The federal government should simplify the
group, which represents employer interests, in- Employee Retirement Income Security Act by re-handed down in Chicago May 14, of multiemployer plans clude

ducing various reporting requirementsU S District Court Judge Susan Congress need not wait for ac- • Employers not be required to offer a certain • Employers shouldn't be required to offer au-Getzendanner upheld the constitu- tual disaster to strike before at- number of health insurance plans tomatic cost-of-living adjustments to the pensiontionality of the 1980 law that gives tempting a cure," the federal Judge • No limits be placed on the tax deductibility of benefits of their retirees "Rather, inflation, themultiemployer pension plans said group health Insurance costs for employers
power to demand enormous with- root of the problem, must be solved," the groupThe ' disaster," in some pension • No caps should be placed on the amount of said
drawal liability payments from em- experts' view, was allowing em-
ployers leaving a plan Continued on page 48

Oregon union to hold line on health costs
By CAROL G. BLITZER tive director of the union and a member of the Bargaihing account two years ago and ran up a $2 5 million deficit before

Unit Benefits Board, the state agency charged with buying proposing the hefty 47% increase The insurer has agreed toSALEM, Ore -It's not in their Job descriptions, but begin- health care benefits for 18,000 state employees reduce the hike to 25% in combination with the cost-controlning Aug l Oregon state employees will have a new responsi- The union faced some tough choices institute employee features contained in the new planbility to hold down their own health care Costs contributions to plan costs through paycheck deductions, cut Premium costs for the union will rise 15% to $97 from $84State employees who do not comply will receive reduced benefits or reduce utilization The proposed solution actually per employee Dependent coverage will increase by 10%,
benefits under a new plan worked out by the Oregon Public does all three, but with an emphasis on controlling costs funded through $10-a-month employee paycheck deductionsEmployees Union and its group health insurer, Continental through lower utilization or higher deductiblesAssurance Co , a unit of Chicago-based CNA Financial Corp Many state agencies give lip service to cutting costs, but the If that additional premium does not wipe out Continental'sKey elements of the plan include pre-authorization of hos- Oregon employees union is doing something and doing it pub- losses on state employees' health care business by November
pital admissions for elective surgery, mandatory second surgi- hcly, notes Ted Wood, assistant vp at Johnson & Higgins of 1983, the benefits board will kick in as much as $1 million tocal opinions, elimination of reimbursement benefits for a plan Oregon, the benefit board's insurance consultant make up the difference, reports Mr Gallagherparticipant's first two doctor visits in the same year and con- "This is a pretty revolutionary package and we got a signifi-
current hospitalization and ambulatory review "We're banking that medical costs will drop by 6% to 7%

cant rate concession from the carrier for doing this," adds Mr this year," says Mr GallagherThe employee union was hit with a 47% premium increase Wood He noted that 10,000 to 12,000 state employees will be cov-by Continental earlier this year before the plan design A key to the program's evolution appears to be the close ered by the program The rest are enrolled in health mainte-changes were adopted The union did not have funds to pay relationship between the benefits board, consultant and in- nance organizations
the higher cost, but was reluctant to slash benefits surer

A panel of physicians will review proposed hospital admis-"We have run out of money," Said Tom Gallagher, execu- Continental took over the Oregon Public Employees Union Continued on page 48
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Denver hikes firefighter health benefits
The city of Denver will increase

its contributions to the health plans
covering local firefighters, possibly
eliminating any additional contri-
butions employees will have to
make toward the coverage next
year.

The increased contributions, won
by Denver Firefighters Local 858,
start Jan. 1, the same date health
plan rates are scheduled to increase
by 20%. The city's new contribu-
tion, however, is expected to more
than cover the proposed rate in-
crease, city and union officials said.

Under the new schedule, the city
will contribute up to a maximum of
$65 per month for single coverage,
$130 for two-member family cover-
age and $190 per month for
full-family coverage.

Currently, the city contributes
$50 monthly for single coverage

benefit beat

while firefighters must pay $5.06 a
month. The city's current two-
member family contribution is $100
with firefighters paying $10.12
monthly. The city's full-family
contribution is $140 monthly with
the employee paying $19.20
monthly.

Under the new contribution

schedule, the city will pay $1.6 mil-
lion annually to provide health
coverage to its firefighters. Cur-
rently, the plan, including em-
ployee contributions, costs $1.7 mil-
lion annually, says Richard Clark,
the city's director of finance.

The contributions will be made

to the Denver Police & Fire Health

& Welfare Fund, which manages

NORTH STAR

REINVEI\ITS THE j
UMBRELLA.

the self-funded basic health plan
utilized by the bulk of the fire-
fighters, and to the Kaiser Founda-
tion, a prepaid medical services
company.

Both health plans provide em-
ployees with 100% coverage. Em-
ployees opting for the basic plan,
however, must have medical and
surgical services performed by a
panel of local practitioners.

New dental plan
The 1,434 members of Hotel &

Restaurant Employees Local 17
have won a new dental plan
through a one-year contract with
22 hotels in Minneapolis-St. Paul.

The new benefit, which became
effective May 1, provides employ-
ees with individual coverage only.

It provides 100% coverage, with
no deductible, for diagnostic and
preventive services.

The plan also pays 80% of all re-
storative services, with the excep-
tion of gold restorations and cast
crowns, which are covered at 50%.

The plan also pays 50% of all pros-
thetic services. Employees pay an
annual $50 deductible for restora-

tive and prosthetic services.
The annual maximum on bene-

fits is $1,000. The plan is under-
written by Delta Dental Plan of
Minnesota, a prepaid dental ser-
vices firm based in Minneapolis.

Generics only
Hoping to reduce its staggering

Up until now-professional liability
umbrella policies for hospitals, doctors, nurses
and other professionals were complicated by
riders, attached to accommodate the different

nature of underlying policies.
That's why we reinvented the umbrella

and made it work better foryou. It's our
Professional Umbrella Policy, PUP for short.

Now one policy provides the extended
coverage professionals need
whether the underlying policies are "claims
made. occurrence,"or both.

Find out how simple our new excess
covers can be--call North Star today and ask
about our PUP.

New York

Chicago
Los Angeles

NORTH STAR

© 1982 North Star Reinsurance Corporation

(212) 248-2400
1312) 346-7890
(213) 383-7734

t

health care costs, Chrysler Corp. is
offering its 60,000 employees and
retirees living in Michigan a pre-
scription drug plan that requires
pharmacists to dispense only ge-
neric equivalents for the 47 most
commonly prescribed drugs.

The Maximum Allowable Cost

Program, part of a Blue Cross of
Michigan pilot program designed to
reduce drug costs across the state,
will allow financially strapped
Chrysler to continue offering em-
ployees a benefit the United Auto
Workers won in 1969. The drug
program was extended to retirees
in 1971.

Under the plan, employees pay
only a $3 per-purchase deductible.

Chrysler officials said they have
not determined how much the pro-
gram can save, but the new pre-
scription drug plan is part of an
overall company effort to help re-
duce some of its health care costs.

Currently, the nation's No. 3 au-
tomaker pays $300 million an-
nually for health costs. That
amounts to about $325 for every car
the company manufactures.

IRA opportunity
Members of the United Auto

Workers union at three McDonnell

Douglas Corp. plants may soon be
able to place portions of their con-
tributions to their Layoff Benefit
and Savings Funds into Individual
Retirement Accounts.

The plan will go into effect as
soon as government approval is
granted, the union said.

Under the proposal, an employee
can withdraw money once a year
from funds he contributes to his

Layoff and Benefit Savings fund,
which funds benefits for the em-

ployee in case of a layoff. The max-
imum amount that can be with-

drawn and deposited into the IRA
is governed by the IRA regulations
in the Economic Recovery Tax Act
of 1981.

Workers contribute $3 to $12 per
week into the fund, the union says.

The proposal would cover about
10,000 UAW members employed by
McDonnell Douglas in Long Beach,
Calif., Tulsa, Okla., and Melbourne,
Ark.

Benefit beat keeps insurance and em-
ployee benefit managers informed on
what other companies are doing and
of current developments in the em-
ployee benefit field. We'd like to know
if you'ue made any changes. Write
James Lawson, Associate Editor,
Business Insurance, 220 E. 42nd St.,
New York, N.Y. 10017; 212-210-0143.

New reinsurance
book available
NEW YORK-The dean of The

College of Insurance has compiled
a new reinsurance workbook for

newcomers to the field.

"Reinsurance Practices-A

Workbook With Cases," edited by
Dr. Robert W. Strain, is designed to
be used with the textbook "Rein-

surance," written by Dr. Strain in
1980.

The two books provide the basis
for in-house training programs on
reinsurance.

The workbook includes outlines

for each chapter of the textbook,
study questions and review cases
relevant to textbook subject matter.
Nineteen prominent insurance in-
dustry officials contributed ma-
terial to the workbook.

"Reinsurance Practices" costs

$35, plus shipping, and the two vol-
umes cost $74. For more informa-
tion contact the The College of In-
surance Bookstore, 123 William St.,

New York, N.Y. 10038. m
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Public pension reforms being considered
By JERRY GEISEL

WASHINGTON-Public pension
reform may be just ahead.

The House Education and Labor

Committee has approved legisla-
tion, H.R. 4228 and H.R. 4229, that

would set federal reporting, disclo-
sure and fiduciary standards for
the nation's 7,000 state and local

government pension plans.
Unlike ERISA, the 1974 federal

law governing private pension
plans, the Public Employee Pen-
sion Plan Reporting and Account-
ability Act, or PEPRA, would not
set funding, vesting or participa-
tion standards for public plans.

"Such requirements probably
would not be constitutional," said

the legislation's sponsor, Rep. John
Erlenborn, R-Ill., while speaking
before the Assn. of Private Pension

washington
& Welfare Plans conference here.

"We want only to expose public
plans to the light of day and then
let the states keep their own houses
in order," Mr. Erlenborn added.

Under PEPRA, public plans
would be required to disclose their
unfunded liabilities. Plan partici-
pants would have to be.supplied
with a description of plan provi-
sions and, upon request, other in-
formation on benefits and vesting.

Taxpayers, plan participants and
other interested parties would have
to be given access to financial state-
ments, plan asset holdings and
other plan documents.

The federal reporting and disclo-
sure standards would not apply to

In some quarters, complicated
risk financing problems are
met with a shrug. That's
understandable in organizations
straddled with antiquated
traditions, or hopelessly bound
by oppressive or prohibitive
management structures.

But at Aneco Risk Management
Company, Ltd., such problems
are welcomed. In fact, we thrive
on them.

Some of the reasons-like being
domiciled offshore, so that we

can offer unique financial and

plans in states where the governor
certifies that state law contains

substantially equivalent provisions.

Insurer aid

It may be the first bill introduced
in Congress that is entitled "For the
Relief of Aetna Insurance Co. and

Other Insurance Companies."
Rep. George Hansen, R-Idaho, is

the author of H.R. 6209, introduced

April 28, which would make the
federal government reimbuse
Aetna, a subsidiary of Connecticut
General.Corp., and more than 40
other insurers for their losses when

the Teton Dam collapsed in 1976 in
Idaho causing extensive property

regulatory advantages-are
immediately obvious. Others-
like the flexibility of our structure
and the creativity of our people
and products-aren't.

So whatever you're seeking-
reinsurance, excess and surplus
lines, captive formation or
management services, specialty
life insurance products or the
Insurance Profit Center (IPC)-
we can make it both easier to

obtain and more affordable.

Isn't it time you asked yourself
some hard questions?

darnage.
An aide to Rep. Hansen ex-

plained the legislation, which was
drafted by an attorney repre-
senting insurers, would provide
more than $10 million to insurance
companies that insured property
that was destroyed when the dam
collapsed.

The aide noted that the federal

government already has provided
about $400 million to people who
didn't have insurance at the time

the dam collapsed on June 5, 1976,
and suffered property losses.

Federal investigators have con-
cluded that the federal govern-
ment, through submitting faulty
designs, was to blame for the dam's
failure, Mr. Hansen's aide said.

The aide noted that relief legisla-
tion is needed because of the diffi-

culty insurers would face in suing

Isn't it time you turned to us for
answers?

We have them. And we'll share

them-promptly Just clip the
coupon below, fill it out and mail
it to us. Or give us a call at
(215) 569-1800.

RIAN=99
We respond. Promptly.

The insurance industry
is unresponsive to

risk financing problems.

Aneco

1900 Market Street
Philadelphia, Pa. 19103

TRUE

I'd like a prompt response. Please send me
more information on:

[3 insurance Profit
Center

[3 Reinsurance

 Captive Formation

El Captive Management

E] Excess & Surplus Lines

 Specialty Life
Insurance Products

Name

Title

Company

Address

City

Telephone

FALSE

State _ __ Zip

Aneco Risk Management Company, Ltd.
Hamilton, Bermuda

U.S. Subsidiary Offices: New York • Boston • Philadelphia

the federal government.
If the legislation passes, the big-

gest winner would be Appalachian
Insurance Co. of Johnston, R.I.,
which has a $3.7 million claim

against the government in connec-
tion with the accident.

A companion'bill, proposed by
Sen. James McClure, R-Idaho, is

pending in the Senate.

Respirator rule
The Occupational Safety and

Health Administration is taking
another look at its 10-year-old reg-
ulations governing the use of respi-
raton; by workers to protect against
inhalation of toxic substances.

In a notice published in the May
14 issue of the Federal Register,
OSHA said it wants employers to
supply answers to these questions:

• Do feasible engineering con-
trols always provide better protec-
tion of employee health than respi-
rators?

• In what manner should allow-

ance be made for the degeneration
of respirator filters due to humid-
ity?

• What is the aggregate cost, if
any, of productivity losses resulting
from the use of respirators?

Comments on the proposal
should be submitted by Sept. 13 to
the Docket Officer, Docket No. H-
049, Room S6212, OSHA, 200 Con-

stitution Ave. N.W., Washington,
D.C. 20210; 202-523-7894. .

Gulf, Hartford
start venture

HARTFORD, Conn.-The Hart-

ford Insurance Group and Gulf Oil
Corp. have established a joint un-
derwriting venture that will pursue
a "full array" of excess/surplus
lines insurance risks.

A recently formed Gulf subsidi-
ary, Transinsco Inc., based in Stam-
ford, Conn., will be the managing
general agent for two as yet un-
named Hartford Group insurance
companies. A portion of all risks
will be reinsured through Gulf's
Bermuda-based captive, Insco Ltd.

The Hartford Specialty Co., a
Hartford Group subsidiary, will
provide loss-control services, han-
dle claims and assist in data pro-
cessing management.

Joseph F. Quinn, president of
Hartford Specialty, says his com-
pany entered the new partnership
because "we're always interested in
getting some profitable business.

Gulf sought The Hartford Group
hoping to expand its insurance un-
derwriting activities with an "A-
plus" company, Mr. Quinn says.

The Hartford brings to this rela-
tionship its experience in loss con-
trol, claims handling and expertise
in underwriting, he continues,
while Gulf brings its "reputation
for good work" and desire to ex-
pand into the U.S. insurance mar-
ket.

In the joint venture, Transinsco
will issue policies in the name of
the two Hartford insurance subsi-

diaries, Mr. Quinn says. All policies
will "automatically" be reinsured
50% through Insco Ltd.

Transinsco will insure a "full

array of risks" in the excess/sur-
plus market as well as some facul-
tative reinsurance business.

The Hartford will provide both
an admitted and non-admitted

company for Transinsco to use.
While these markets have yet to be
chosen, Mr. Quinn says, they will
not be any of those used by the in-
surer's current managing general
agent subsidiaries.

Transinsco is currently hiring
underwriting talent, he says, and
by year-end will open a second of.
fice in Los Angeles. .
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"Something tells me we're overlooking
a quality source for those tough specialty problems<'

Corroon& Black hasdiscovered aquality source
for tough specialty problems: Hartford Specialty.
You can, too. Don't make a decision on any spe-
cialty business without a quote from Hartford
Specialty.

HARTFORD _
SPECIALTYl
Performance is our specialty.

Hartford Specialty Company. An affiliate of the Hartford Insurance Group, Hartford, Conn. 06115. Products and services:
underwriting and risk financing programs. Claim, loss control and captive services. Global marketing and worldwide coverages.
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eaitorial opinions bnsiness

An unsettling practice insurance®
Reporting weekly for corporate risk,

employee benefit and financial executives
1

T A Te always cringe when we hear that any lawsuit is shouldn't be weighed against the case at hand. The cost
V V settled just because it's easier to settle than fight. also should be weighed against the cost of increased
We cringed last week at the headline on our top story litigation against you as you become pegged as a com- Publisher: Alfred Malecki (New York)

about shareholder suits and two companies saying they pany quick to settle.
Editor: Kathryn J Mcintyre,ARM (Chicago)

were settling suits to avoid the legal costs of continued Insurers, who have a lot of influence if not control
litigation but were not admitting any liability or guilt over the settlement of cases, also deserve criticism Managing Editor: Lome Gawla (Chicago)

We can't pass judgment on these specific cases, but Too often their employees settle cases with their own Senior Editor: Len Strazewski (Chicago)
they remind us that there is a tendency among policy- personal self-interest in mind. Claims people often CHICAGO: James M Burcke (Copy Ed/tor)
holders and certain employees of insurers to settle want to litigate cases that certainly should be settled so Eileen Noms (Associate Editor)

Stephen Tamoff (Associate Editor)cases to avoid litigation costs and the possibility of los- as not to increase the losses under their names. Then
Donna L Yanish (Agent/Broker Topics

ing the case anyway. the legal department wants to settle cases that ought to Associate Editor)
Those are bad reasons to settle. be litigated rather than risk a lost case on its record. Claudette Dampler (Assistant Copy Editor)

You should settle a case when the plaintiffs suit has Too often both policyholders and insurers when they Memll S Saltzman (Graphics Editor)

merit and you and the plaintiff can reach what you do fight claims don't spend enough money to get the Amy Palmer (Production Assistant)
Jim Bakasetas (Production Assistant)both agree are equitable terms to compensate the plain- best legal talent available to meet the increasingly
Dorothy Parr Snowden (Proofreader)

tiff for an injury or loss It's a simple concept, but we tough and sophisticated personal injury lawyers who Sallie J Drury (Ed,tona/Assistant)
believe it is violated too often are handling cases today

DALLAS: Steve Sherwood (Assoc,ate Edited
Too often companies settle claims just to avoid the Not all policyholders and insurers operate this way

legal expense of fighting them, deciding that what lt all the time, but a judge we know who presides over LONDON: Stacy Shapiro (Associate Editor)

would cost to defend the case is more than it would cost personal injury cases says he sees more and more ex- LOS ANGELES: Rhonda L Rundle (West Coast Ed,tor)
to settle it. That's reasonable in the short-term, but in amples of these problems. NEW YORK: Bill Densmore (Bureau Chief)

the long-term, a company is setting itself up as an easy Our advice· Settle the cases when you are at fault, James C Lawson (Assoctate Ed,too
John W Milligan (Associate Editor)mark to would-be plaintiffs and is inviting more law- fight the cases without merit and when you fight, pay

suits True, litigation costs are sizable, but the cost the money to get a good attorney. WASHINGTON: Jerry Geisel (Wash,ngton Editor)

Corporate: Todd E Fandell(Corporate Ed,tod

letters )
Joe Faraci (Corporate Art Director)

Advertising Director: Donald A Walsh (New York)

Midwest Sales Manager: Robert L Niesse (Chicago)

Alarming the shah was out, we were out In addi- 'Attractive
tion, we ran the unpleasant prospect of CHICAGO: Don Mahlmeister (Distnct Manager)

the occupation of Iran by Soviet troops, nuisance' Barbara Tosheff (Class,fied Sales)

ignorance coming into Iran under the pretext of Fran Prybylo (Production Manager)
freeing American hostages To the editor· I read Len Strazewski's

LOS ANGELES: Sue Sayre (D,stnct Manager)So, Mr Mitchell, let us add another des- column on prospect and client entertain-
To the editor David Mitchell, a vp at tabilizing factor. Western ignorance of ment at the annual Risk & Insurance NEW YORK: Charles A Horvath (D,stnct Manager

Business International Corp, is reported cultural and political realities of the de- Management Conference (BI, May 3) with Jack Forrest (Distnct Manager)
in "More multinationals seek political risk veloping world Somehow, I think we pride in our industry Entertainment has Timothy O'Hara (Distnct Manager)
cover" (BI, May 10) as stating that a major should consider this point more closely evolved from benefit into the realm of
element in the removal of the Shah of before we bemoan that a Third World abuse through expectation and competi- Director of Communications: Ronnie I. Drachman

Iran was the ease of communications for leader got hold of a cassette recorder tion.
(New York)

those who wish to take power In this Martin J. Kotowski The column indicates that insurers,
case, Mr Mitchell was talking about cas- Senior underwriter brokers, consultants and buyers are all EDITORIAL: Chicago 312-649-5398
sette recordings made by Ayatollah Kho- American Condor Insurance Services Inc reaching the reality simultaneously that Dallas 214-528-3561

meint in Paris Los Angeles, Calif premium loading is the end result of un- London 01 -637-7961

I can't help getting the feeling that we necessary or unnecessarily extravagant Los Angeles 213-651-3710
are missing the forest for the trees We in entertainment, which may more properly New York 212-210-0100
the West interact. with the countries of Louisiana be called an "attractive'nuisance "

Washington 202-638-5300
the Third World with an alarming igno- When new-business and client-reten-

ranee of their cultural and political reali- Indemnity Law tion expenses are budgeted, let's have our ADVERTISING: New York 212-210-0133
ties, and this ignorance is a major cause of industry keep the old adage, "It takes Chicago 312-649-5276
unrest in the world today To the editor Despite your awful head- money to make money," in its proper per- Los Angeles 213-651-3710

In the case of Iran, for instance, we line "It's David vs Goliath over indem- spective-20% for entertainment and 80%
COMMUNICATIONS: New York 212-210-0132

ought to consider that Iran is a multieth- nity law" (BI, May 10), your article man- new product research to better serve the
CIRCULATION: Chicago 312-649-5221nic nation Twenty percent or more of aged to achieve a balance in touching on buyer

Iran's population of 30 million belongs to some of the key concerns about the Loui- B. Lee Garro

a Turkish tribe Iran's Persian minority is siana Indemnity Law Corporate insurance administrator
Published by Crain Communications Inc , Chicago

G.O. CRAIN JR.

linguistically and ethnically more closely I view the oilfield contractors and pro- Safeguard Scientifics Inc founder (1885-1973)

related to the English than to these Turks ducers as having done a pretty good Job of King of Prussia, Pa
MRS. G D. CRAIN

Sometime Iran's many tribes are in holding down legal and insurance costs chairman

conflict For instance, some Kurdish They did this by allowing a kind of "vol- Self-insurance KEITH E CRAIN
tribes have warred with each other for untary no-fault" system to evolve
centuries, often within the same village whereby responsibility for negligence is tax equity bill

vice-chairman

S.R. BERNSTEIN

Maybe this will give us a feeling of assigned by contractual agreement rather chairman/executive committee

what Islam and the Khomeini mean to than by an inefficient and expensive ad- To the editor Your May 3 editorial on
RANCE CRAIN

Iran What gives Iran its national cohe- versary system involving the various self-insurance tax equity was right on the president

sion is Islam and ltS institutions Islam, courts and many, many lawyers mark As a board member of the Loss Re-
MARY KAY CRAIN

then, is as essential to Iran as the flag, the It is hardly a "David & Goliath" situa- serve Deduction Committee, the National treasurer

Constitution and the legal system is to tion since many of the service contractors Assn of Insurance Brokers has been MERRILEE P. CRAIN

America That American governments are quite large or are subsidiaries of larger working hard with its colleagues to secretary
have failed to recognize this basic fact is a conglomerates and many of the producers achieve this much needed reform Rep DAVID J CLEARY
tragic insult to the sensibilities of the Ira- are relatively small by comparison. Not Frenzel's bill is an important first step in executive vp/general manager
nian people and may explain the seem- all of the producing companies are large building awareness of tax equity

JAMES M. FRANKLIN

ingly incomprehensible Iranian anti- oil companies and not all of the large oil To have the prestige of Business Insur-
vp/finance

Americanism companies try to drive a hard bargain in ance behind LRDC's efforts is a tremen-
Published weekly at 740 Rush St, Chicago, ill 60611 Oflices 220 East

We rather identified the Persian nation their negotiations with contractors dous boost to our cause I hope it encour-
42nd St, New York, NY 10017, Suite 515, National Press Building,

with the institution of the shah This com- The imphcations of the Louisiana legis- ages readers to make their voices heard in Washington, O C 20045, 6404 Wilshire Blvd, Los Angeles, Calif 90048,

pounds the tragedy because here at home lation are particularly disturbing It is the Washington in favor of legislation that 5327 N Central Expwy, Suite 200, Dallas, Texas 75205, 25 Bedford
we are so careful to limit and circum- only #tate that has gone so far inattempt- recognizes that our tax laws should beln Square, London WC18 3HG. England $1 acopy $40 ayearin U S Canada
scribe the role of government in our na- ing to prohibit insurance and waiver-of- line with today's insurance marketplace and all other foreign add $14 for surface mail Europe and Middle East only

tional life subrogation agreements to the extent that Donald L. Jordan add $35 'or air delivery First-class mail to U S and Canada only, add $50

Had American governments taken into it would encourage a huge increase in liti- Executive director Bermuda only. $85 per year expedited delivery WILLIAM STRONG,

consideration that the insitution of the gation by workers compensation insurers National Assn of Insurance Brokers vp-circulation DIANNE WALSH, circulation manager ROGER

DIGREGORIO, Adfi//ment director Four weeks' notice required for change of
shah was but one institution in the dy- and it would prevent the contracting par- Washington, D C

address Send subscription correspondence to Circulation Dept, Business
namics of the Persian national life, with ties from determining the most efficient Insurance, 740 Rush St. Chicago, Ill 60611 or phone 312-649-5221 Telex
its own system of rather intricate checks use of the insurance industry's financial Business Insurance welcomes letters from its 254248 Cable CRAINCOM Microfilm copies are available from University
and balances, our position in Iran would and service resources readers Please keep your comments as brzef Microfilms, 300 Zeeb Rd, Ann Arbor, Mich 48013 Microfiche copies
be different today and, I am sure, resolv- William T. Howard Jr. as possible We reserve the rtght to edlt let- available Bell & Howell, Micro Photo Division, Old Mansfield Rd, Wooster,

ing the hostage crisis would have been a Director of corporate insurance ters for clanty or space Send your com- Ohio 44691
rather minor affair Instead, we had to Forest Oil Corp ments to Letters to the Editor, Business In-

Member of Business

put all our eggs into one basket and when - Bradford, Pa surance, 740 N Rush St, Chicago, nt 60611 Publications Audit of Circulation *ABP



PEA OF NUND AS A
SKAUNA m.

Talk to an Allendale represen-
tative. Because a risk manager's
lot can be a worried one.

Did I foyget coverage on
anything?

Are we insured f that com-
puter has an electrical
breakdown?

What about the elevators?

A boiterfaitung Do our policies
protect our equipment during
gas pressure tests.F

Thlk to an Allendale repre-
sentative, because these and a
thousand other nagging con-
cerns are enough to give a risk
manager sleepless nights.

That's why Allendale Insur-
ance designed its new FM Com-
prehensive Property Policy. It

removes the possibility of your
overlooking any risk you want to
be sure is covered, at any prop-
erty you name.

It does this by the very simple
expedient of taking everything
mto account. No property risk
is passed over or forgotten.
Absolutely none. You don't have
to worry about what's included,
because any risk that is excluded
is specifically named and you
1mow about it.

Uncertainty is a thing of the
past. Again, unless an exclusion
is specifically named, your prop-
erty coverage is total. Complete.

Nor can anybody match the
vast loss prevention technology
resources ofthe Factory Mutual

System coupled with world-
respected Allendale Mutual
engineering. It's reassuring to
know that this expertise comes
with the FM Comprehensive
Property Policy you get from us.

Call the Allendale office

nearest you for more informa-
tion on this new worry-free one-
policy protection.

It could do wonders for your
peace 6fmind.

Allendale
Insurance
World leader in loss prevention engineering
for commercial and industrial properties,
and member ofthe Factory Mutual System.

Allendale Insurance, Allendale Park, Johnston. RI 02919



Wherecancompanies
like Gandalf Datatran their

employees while the state
picksupthetab?

In a state of understanding and cooperation.
A state called Illinois.

When business prospers, all those around it
prosper. It's such a simple premise. So Illinois
is "priming the pump" with state funded training
programs that are customized for companies

Gan*-1*
Rapid#grgcommunicationswizard

Gandalf Data, a Subsidiary of Gandalf Technologies, is a
pioneer in the development of communications systems that let
computers "talk" to each other economically over existing
telephone lines.

Gandalf Data was one of the first in the field of local data

sets and digital switching systems. Now this rapidly expanding
company markets a fullime of modems, (induding the
suDerModem), multiplexers for network applications and the
PACX digital switchlng system.

In fact, the superM6dem was developed by Gandalf in
cooperation with the University pf minois and is used in a variety
of applications by the State of Illinois.

Their stock recently began trading to the public via the OTC
market and Gandalf is looking forward to continued future growth.

relocating or expanding in Illinois.
Consider the case of Gandalf Data, Inc., a

highly successful Illinois manufacturer of elec-
tronic data communications equipment.

Gandalf is also the recent recipient of a
$154,696 state grant that will reimburse them for

up to one half of their job training
costs under the Illinois programs.

The Illinois Industrial Training
Program (ITP) just committed
$100,000 to train 80 new Gandalf
employees.

While the High Impad Training
Program (HITS) is spending over
$54,600 for the made-to-order
educational program in coopera-
tion with a local junior college.

State cooperation like this has
helped Gandalf Data grow from 16
employees to well over 300 in six
vears. And it's state cooperation

2 like this that will continue to help
companies that are expanding or
relocating in Illinois.

After all, when minois busi-
nesses prosper, the people of
Illinois prosper. So when it comes
to job training, we don't mind
picking up the tab.

Governor Thompson invites
you to learn more about Illinois'

job training programs-and some other very good
reasons to consider Illinois. Call Peter Fox, toll
free at 800-637-8000. In Illinois call 800-252-2923.

Or write him at the Illinois Department of Com-
merce and Community Affairs, 310 S. Michigan
Ave., Chicago, Illinois 60604.

Amiouncing the $154,696
Illi,tois state funding for the
Gandalf Data emblovee train·
ing program are William
Howard, Dir of Continuing
Education at HarDer College;
Governor James R. ThomDson
and Alan Melkerson,
President, Gandalf Data, Inc.

Discover The Magnificent Miles of I inois
This advertisement is sponsored by Gandalf Data. Inc,
on behalf of the people and the State of Illinois.



Hard times
Economy forces risk managers
suppliers to try out new ideas

By LEN STRAZEWSKI Companies must also re-examine their insurance pro-
grams, Mr. Bostwick advises.

"Cash-flow programs are good-if you are in a good cash
position. If not, a traditional insured program may be better.
If interest rates are high and insurance inexpensive, an in-
sured program may also help your position on borrowing."

Claims control is also important at Walgreen Co., the drug
and sundries retailer based in Deerfield,
Ill. About 25% of the company's $2 billion
in annual sales comes from Illinois. Insur-

ance for the company's approximately 900
stores and restaurants costs from $7 mil-
lion to $10 million annually.

"Controlling claims, both in workers
compensation and major medical, is abso-
lutely essential," says Craig Ames, director of

Continued on page 12

It's more than the title of a book about the Great

Depression by Chicago author Studs Terkel.
It's what Illinois business is living through right

now, from Caterpillar Tractor Co., the state's biggest em-
ployer based in Peoria, to the corner grocery store on the
South Side of Chicago.

Unlike seemingly recession-proof areas of the country like
Texas, which is still riding high on the energy business, or
California, aglow with high technology, Illinois is recession-
sensitive.

As the nation's link between the East and West, Illinois is a
transportation and distribution center that thrives when
manufacturers ship a steady stream of products and farmers
produce bumper crops of foodstuffs.

But when retailers, packagers and manufacturers feel the
pinch of a sluggish economy, Illinois's
diverse mix of light and heavy indus-
try, agribusiness and transportation
feels the pinch, too, in shrinking profit
margins, surprising property losses and
rising workers compensation and med-
ical claims.

What defines Illinois risk and em-

ployee benefit managers is that em-
ployers, brokers and insurers are doing
something about hard times, with a va-
riety of property and workers compen-
sation loss-control, benefit cost-con-
tainment and general expense-control
tactics:

• Risk managers are
watching workers com-
pensation claims care- .0/ I /24.1. . *
fully, looking to head off
telltale increases that ./  ...

mark a recession. They *-.
are also monitoring plants
and property shut down
by layoffs to prevent van- 41•*"-=· . ;

dalism (see story, page 12).
• Employee benefit *.**0 ...4

managers are taking their
companies into coalitions --4

and other cost-contain-

ment programs to control 9 -42.-/1 -

rising costs (see story, page 13).
• Agents and brokers are shrinking their own

profit margins and developing services designed to
improve loss forecasting (see stories, page 20).

• Insurers are broadening their product base to in-
crease efficiency and profits (see stories, page 36)

• Regulators are asking the Legislature to open the
state to competitive rating for workers compensation and
.are approving growing new markets for insurance, like the »,
Illinois Insurance Exchange (see story, page 44).

Hard times are creative times for "conservative" Illinois

business.

"When times get tight, you put more of an emphasis on
good, basic management," explains Arthur P. Bostwick, risk , r

manager for Stone Container Corp., a Chicago-based packag-
ing manufacturer.

"You need to focus, more than ever, on loss prevention and
risk avoidance. The last thing you need right now is a major
property loss and a losing adjustment. You get tougher when
times get tough."

Although Stone Con- 4 -/./...IJ .
tainer is "holding its
own" and avoiding * 1

plant shutdowns and i

serious layoffs, Mr.
Bostwick is beefing up
property conservation          . .. r

and workers compen-
sation loss control.

"The more time  . ...t
buildings are unoccu- ·4 4 4, '
pied, the more they are

exposed, so it pays to          '1.-9'(8» "make sure property
protection is adequate.
And it's an old obser-

vation, but when times

get hard, workers com- ..6.'

pensation claims go up.
Photos: Mary Cairns,If you are laying off
Ray Hillstrom, Ill.

workers, you can count on an increase in claims right before Dept. of Commerce &
the layoff," he says. Community Affairs, Council of 100.

4
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Economy tests risk management ideas
Continued from page 11
risk management at Walgreen and
president of the Chicago Chapter of
the Risk & Insurance Management
Society.

"With major medical costs rising
at an estimated 20% a year and
workers compensation rates going
up about 12% a year, you have to be
aggressive in loss control."

For many companies, risk-fund-
ing techniques have been taken for
all. the cash advantage they can
provide, and corporations are "left
with nothing else to squeeze" in
their insurance budgets, Mr. Ames
notes. "That's another reason why
preventing and reducing losses has
become so important.

"It similar to what we have seen

with energy conservation. Cor-
porations took a number of auster-
ity steps to reduce energy con-
sumption: limiting hours for air
conditioning, reducing lighting in
non-essential areas. But after a

while, the energy conservation
committee found that they had
gone as far as they could and there
was nothing left to conserve.

"By analogy, that's what's hap-
pening in Illinois."

The new important questions in
risk management, according-to Mr.
Ames, are: "How do you change the
behavior pattern of an organiza-
tion? How do you develop a risk
management program to fit and

What workers comp losses?
CHICAGO-While many Illinois risk managers are pointing to

rising workers compensation claims as an indicator of the recession,
Philip J. Saturnino, Inland Steel Co.'s corporate insurance manager,
says the opposite may be true this time.

"Loss control and the economy may be having a reverse effect on
the old trends," Mr. Saturnino says. "Some of my colleagues and I
have noticed a decrease in both frequency and severity of losses and
we really don't know what to make of it: There seems to be no
explanation."

The strange trend is playing havoc with loss forecasting, Mr. Sa-
turnino adds.

"I know of one company that projected $5 million in losses and
ended the year with $1 million. The loss forecastings suddenly seem
less credible."

We're moving ahead !

Pinehurst Corporation

alter corporate behavior?"
For practical risk management,

Mr. Ames recommends a firm pol-
icy that puts pressure from the top
down to contain costs. Responsibil-
ity for loss control and accountabil-
ity for expenses must be placed
with profit center managers.

"Accident prevention is a by-
product of good management," he
says.

The insurance marketplace also
bears watching, Illinois risk man-
agers advise. If corporate profit
margins slip, buyers may be overly
anxious to negotiate grandly lower =R j
rates that may increase sharply rd
when the market hardens.

"If the market is soft, you may
want to be more aggressive in
terms of renewals," agrees Eugene
Baker, G.D. Searle & Co.'s director
of risk management and benefit
funding. Searle has more than
16,000 employees nationwide, with
facilities in Skokie, Mount Prospect
and Park Forest South, Ill.

"But you cannot simply buy on
price. A risk manager cannot af-
ford to completely lose continuity
in competition," he says.

Risk management departments
must also watch their internal bud-

get, he adds. "Trips for risk man-
agement staff members, use of con-
sultants, all the items on a risk
management department budget Photo: Fiat Allis

must be reviewed." • Industrial layoffs create a greater workers compensation exposure.

is now Emett & Chandler Companies

International Corporate Insurance Brokers

A smarter way of doing things for more than 50 years
with the most creative, most competitive insurance solutions.



Midwest employers join
to control health costs

By LEN STRAZEWSKI

CHICAGO-As the cost of em-

ployee benefits tops 40% of payroll
and health care costs rise 20% a
year, Illinois and other Midwest
employers are beginning to feel
overwhelmed.

But employers working together
can do more than one company
working alone, says James D. Mor-
timer, director of the Midwest Busi-
ness Group on Health, adding the
coalition concept is already making
its presence felt.

Only 2 years old, MBGH has
more than 70 Midwest employers as
members, including several major
Illinois companies like FMC Corp.,
Caterpillar Tractor Co. and Esmark
Inc. (see box, next page).

The group anticipates 100 mem-
bers by next year, all working to
control the cost of health care and

slow the growth of employee bene-
fit expenditures.

"Data is our No. 1 priority right
now," explains Mr. Mortimer. "We
want to help members in working
with their insurance companies or
administrators to receive reports on
what they are paying for. An em-

ployer should be able to see-by
diagnosis, treatment, hospital and
physician-just what it is paying
and how that varies within the

company.
"This kind of data is fundamen-

tal to communication between em-
ployer and health care provider
and to cost management in gen-
eral."

Member companies agree. A
survey of MBGH members placed
management information as the top
goal for 1982, according to a third-
year work plan approved last week
by the group's steering committee.
The group plans to start nine "user
groups" of members that will meet
with their insurers to define and
arrange medical cost reports from
claims data.

The new groups will be modeled
after four committees that have al-
ready negotiated such reports from
health insurers like Illinois and
Iowa Blue Cross, Prudential Insur-
ance Co. and CNA, according to the
plan.

Other MBGH targets, as sug-
gested by members, include:

• Utilization reviews. Member

companies are seeking specifica-

tions for health care reviews that
can be used to audit current pro-
grarns.

• Pricing alternatives. The em-
ployer group voted to establish a
special task force on pricing to re-
view programs like preferred pro-
vider discounts at hospitals and sta-
tewide hospital rate setting.

• Employee education. Thirty-
four MBGH members requested
guidelines for programs that would
help educate employees and their
families about the high costs of
health care and alternative provid-
ers and coverages.

• Disability management. The
group is planning a miniconference
on managing the payment of dis-
ability benefits, a priority ranked
high by 45% of its members, ac-
cording to the group's work plan.

• Community chapters. Chicago
and Rockford, Ill., MBGH members
already have united into local com-
munity chapters to discuss common
goals and ideas.

The Chicago chapter has already
approved its own charter and
"statement of mission" and will
"work to establish and maintain a
consensus in the business commu-

Continued on next page
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SURPLUS LINES UNDERWRITING MANAGERS

J. H. Ferguson 6·Assoc
out-performs in tbe
Special Risk Field

where it counts

most.0 +L AA#,%
. - U liuy.

i. Comp'I  J. H. FERGUSON & ASSOCIATES, INC.
P.O. Box 3016 • Evanston, Illinois 60204

Telex 206-585
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Coalition fights cost hikes
Continued frompreticus page
nity on local t.ea.th care pol.cy
issues," among other o bjectives.

MBGH is planning to expand this
concept and he.p organize groups
in cities like Sprir:tield, Ill; and
Minneapolis.

• Trustee commun cation. Sem-

inars and ongoing communication
programs with hospital and other
health care trus=ees was one of the

MBGH's first pr)jects and will con-
linue as a "medium-priority"
project, according to the work plan.

A krmal trustee communication

and educatior Ingram is already
underway in Rockbrd.

"Weve already got about 90 hos-
pital ani health care trustees in the
Rockford area active in meeting
every six tc eight weeks. Our objec-
tive with these programs is to pro-
vida edication arc information to

these tusinEss ex€ c.ltives sitting on
hospital boaris ard help them rep-
resent -heir companies and busi-
ness in :he best way they can," Mr.
Mortimer e::plains

Professionals

Providing Insurance
For Other

Professionals.

Accountants ' Actuaries Architects

Engineers  Contractors ' Designers
Insurance Agents & Brckers lawyers
Public Officials Real Esrate Agents &
Brokers · School Beard Officials

Miscellaneous E&3

PROFESSIONAL MANAGERS
INCORPORATED

Suite 1460 · Twi North R. Kerside Pl.za,

Cri-:r>, Illinois 60606 · ,(312) 359-Clll

Although Exec -tives part.c pate
on hospital boards as individials,
they still represent the perspenie
of emfloyers ard thus deserve :te
direct :Lppor: 01 employer groups,
he says.

"There's lots of backgrcund
needed in general knowleige of
health care, bl.t also in the ways in

which the health care provicer:
work :cgether with the ecrrmi-
nity. We wan: to see trustees U.ke a
larger role in Son:-term E.arning"
Mr. Mc·r.imersavs.

The payoffs achievec by s.ch
techr.iqies "p- 11 be subtle ar f.rst"
Mr. Mcrimersay:, "but overall, we

will begin to see hospitals mak r. g
better aztemp:s c their own cost
management and managemen: in
general. whiJh will be :3 evey-
bodys advantsge.

The changing world ·:1 iealth
care is forcing bc:h providers and
consumers to .ook at several ccs.-

control possibili..es at or.ce, Mr.
Mort_mer adds. Employer:, 2cal.-
tions and pror:ders must rev e-,- all
areas of hosEital management ir.-
cluding profesional reso-irces, .a-
pacity of fae lities, pricing and
commit. ity relations.

"The finane-£ picture of health
care is chang.ng*" he says. 'The
government is becoming .253 921.-
ing to pay for health care prcgrams
and companies are working to .irn. t
·their cv'n costs Innovalive oa> -
ment s.hemes, such as prepayn:er. t
and discounts for last payment, are
being negoti:=ed Health ma:nte-
nance organizEtins are negor: ating
funding arrangements wi:h hisp.-
tals.

"There's a whole lot of work and

data needed." i

Midwest Business Group on Health
1981 Members

Allis-Chalmers IC Industries

American Can Illinois Bell Telephone
Amerock Illinois Tool Works

Arrnco Ingersoll Milling Machine
Barber-Colman Inland Steel

Beatrice Foods International Harvester

Bell & Howell International Minerals & Chemical

Bemis Jewel

Brunswick Jones & Laughlin Steel
Carson Pirie Scott Kellogg
Caterpillar Tractor M&M/Mars

Cincinnati Inc. May Department Stores
Commonwealth Edison Maytag
Container Corp. of America Meredith

Continental Bank & Trust John Morrell

Control Data Morton Norwich

Cummins Engine Motorola

Dana Parker Pen

John Deere Peoples Energy

DeKalb AgResearch Pillsbury

Des Moines Register & Tribune Pioneer Hi-Bred International

Dubuque Packing Public Service Co. of Indiana

Emerson Electric Quaker Oats

Encyclopaedia Britannica Reliance Electric

Esmark Republic Steel

Federated Department Stores Reynolds Metals

First National Bank of Chicago G. D. Searle

FMC Standard Oil Co. of Indiana

Ford Motor State of Illinois

Gannett Sundstrand

General Mills 3M

W.F. Hall Printing Twin Disc
Harris Bank & Trust United States Steel

Han Schaffner & Marx Wheelabrator-Frye

Honeywell Woodward Governor

Household Merchandising Wm. Wrigley Jr.
IBM Zenith Radio

lhe depth and complexity of the issues involved are the greatest challenge"
Paul Donlon speaking about Structured Settlements'

I ve always loved the challenge
of complex characters and plots
in books. There are the same kind

of complexities and challenges to
consider when working with the
parties involved in catastrophic in-
jury cases. It's very satisfying and
fulfilling to be able to help every-
one come to a logical solution and
give the injured party the best
chance to build a new life. It's a

dimcult, complex and often ex-
hausting process, but it's great to
see things work out with a happy
ending for everyone."

THE
STRUCTURED
SETTLEMENTS

COMPANY

5757 West Century Boulevard
Los Angeles, California 90045
East Coast Omce: 800-237-6361

West Coast Omce: 800-421-2022

In California: 213-642-1999

In Florida: 813-823-2666
01Bces in: Los Angeles • San Francisco
• St. Peteribuig 0 7bronto
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Now NAIU can provide up to $75 million AD&D
aggregate per accident with limits as high as $15
million per life and we can usually provide
coverage within 3 working days.

No delays, no red tape, no unnecessary
exposure while someone tries to piece together
coverage like a jigsaw puzzle. That's especially
important if you have key people soon to be
exposed to a special hazard. Or a half-dozen top
officers boarding the same aircraft.

If you're in a bigger hurry, we can provide $40
million/$10 million by the next working day. Or
$20 million/$500 thousand the same day.

These may be the highest limits available on a
regular basis from any carrier, anywhere. And
certainly they're the highest available so quickly

and conveniently. NAIU can make this unusual
offer because of our unique position as manager
of an affiliation of solid companies among which
all risks are distributed.

Your broker should already know our number.
If not, give him this ad. He won't even have to
decide between sausage and pepperoni.

National Accident Insurance Underwriters, Inc.
Home Office:

1480 Renaissance Drive

Park Ridge, IL 60068
312/297-1665

4__3_Y__Ill:rf @'s.

subsidiary of .11.9.i
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WE FIND THE WAY ....

....through the maze of Executive Compensation
Plans, Self-Funding, ESOPs, METs, Group IRAs and
complete financial services for associations, small
employers and corporations. Let us review your

fringe benefit program.

CORPORATE CONSULTING SERVICES

lii 175 W. Jackson Blvd., Suite A-1625

Chicago, Illinois 60604
(312) 427-0760

Agent/Broker and corporate inquiries invited

e

We tell it like it is.
You'll see the best, and the worst, of your

business operation-on the spot, on tape, with
real-life accuracy.

Argonaut loss controlexperts are now using
video to help our policyholders examine the way
they work, and identify how to make operations
safer. Video is just one tool we offer in employee
training and safety engineering. For clear,
accurate demonstrations, we've found it's the next

best thing to learning by doing.

Video has been invaluable in making
workplaces safer and losses fewer, both of which

Illinois businesses

face many battles
over work comp

By EILEEN NORRIS

CHICAGO-The future cost of

workers compensation insurance in
Illinois rests in the hands of the

state Legislature and courts, em-
ployers agree.

They're just hoping the business
community wins its share of the
upcoming battles.

The Illinois Chamber of Com-

merce, joined by the Associated
Employers of Illinois and the Illi-
nois Manufacturers Assn., is push-
ing hard for three pieces of legisla-

can go a long way toward making premiums
lower. Sound good? A call to your agent or
broker can get you started.

Let Argonaut tell it like it is. It's the first step
toward making it the way you want it.

Argonaut (*£11
Where people .4-0/
take your business seriously.

-Chicagg Division • 200 South Wacker Drive, Suite 2600 Chicago, IL 60606 (312) 993-9600

tion aimed at giving employers
some relief from workers compen-
sation expenses.

"Illinois is way the heck up the
line in workers compensation ben-
efits," says Leonard Day, manager
of labor relations for the Chamber.

The bills must be approved be-
fore the current legislative session
ends on June 30 or employers will
have to wait until next year.

H.B. 2274, introduced by Rep.
Fred Tuerk, R-Peoria, would

change the formula for maximum
workers compensation benefits to
80% of take-home pay rather than
66%% of gross wages, which would
in effect reduce benefits.

H.B. 2443, sponsored by Rep. Vir-
ginia Macdonald, R-Arlington
Heights, would require the Illinois
Industrial Commission,to give
credit for pre-existing injuries or
conditions when granting workers
compensation awards.

Both bills are pending on the
House floor.

The third bill, one of the most

important pieces of pending legisla-
tion for employers, would set up a
competitive rating system for
workers compensation insurance.

Under S.B. 1496, introduced by
Sen. Aldo DeAngelis, R-Olympia
Fields, workers compensation in-
surers in Illinois would have to file

rates individually, rather than en
masse under a rating organization.

Competitive rating, supporters
say, will set up an environment
where insurers will have to com-

pete on price for business, probably
forcing rates down for employers,
who by law are required to have
workers compensation coverage.

Supporters hope the bill will get
a needed shot in the arm from

hearings that the state Insurance
Department is holding to deter-
mine if employers have been over-
charged for workers compensation
insurance.

Insurance Director Philip R.
O'Connor estimates Illinois em-

ployers could have saved at least
$50 million in premium costs last
year with competitive rating.

Closely tied to competitive rat-
ing, which many insurers and in-
surance trade groups oppose, is a
case in which the state Supreme
Court is scheduled to begin hearing
oral arguments May 25.

At issue is $1.1 billion in premi-
ums that state workers compensa-
tion insurers were ordered to re-

turn to some 170,000 employers.
The amount represents a 23.8% rate
increase-plus 9% interest-that
was approved by the insurance
director in 1979.

The ruling came in a class-action
suit filed in Cook County Circuit
Court in August 1979 by the Asso-
ciated Employers of Illinois and the
state chapter of the AFL-CIO ask-
ing that the rate hike be over-
turned. The groups charged that
the insurers' estimates for incurred

but not reported losses increased
the expected loss ratio, supporting
the need for a greater increase.

At the time the rate increase was

granted, the Insurance Department
did not consider insurers' invest-

ment income in determining rates.
However, since 1980 the depart-
ment has considered investment

income in ratemaking.
Another major legal battle shap-

ing up in Illinois is scheduled to be
decided in the September term of
the state Supreme Court.

Unless the high court reverses a
lower court opinion, all Illinois em-
ployers that own their business

Continued on page 18
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AMORS.The
Swiss army knife ,
of insurance  ___-management «
systems. \7

No other complete» pr f.-7 3
44 Ark 74 t

insurance manage- 46
ment system is 9 41' L :1..."a# f

as flexible. I You = 4- V

7 --

don't adapt to it. 4-'.*-- >tan actually designAmors adapts to you.You
your ownsystem. One that fits your needs exact* I
And you 11 never outgrow Amors. Because unM<e other**USSS 5325computers. The choice is yours. 9 Amors allows you free
form extended record capabilities which permit you t;design, create, maintain, and add your own- formats.Amors is a word processor a security system and much
more. Yet it is the easiest system of all to use. Easiest tomaintain. Easiest to access and update. 9 For more in-formation call Mark Peters, 312-782--6520. Or write:
Improved Instirance Systems, Inc., AMORS
3OOW. Adams, Suite 623, Chicago, The heart of successful
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insurance management.

For a preview demonstration of AMORS on the IBM Series/1,visit, booth no. 26-28 during the Insurance Accounting andStatistical Association Convention, Los Angeles, May23-26,1982.
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ENVIRONMENTAL RISK ASSESSMENTS? EIL STUDIES?

We've been conducting them since 1976. For industry, brokers, and underwriters. For
insurance, corporate loss control, and merger/acquisition purposes. In addition to
hazardous waste and air and water pollution experts, our toxicological, industrial
hygiene, and environmental laboratory services allow us to offer a complete risk
assessment package. Clayton professionals -- serving industry since 1954.

CLAYTON ENVIRONMENTAL CONSULTANTS; INC.

A Technical Service of Marsh & McLennan

Contact Richard J. Powals, P.E.

25711 Southfield Rd., Southfield, MI 48075 (313) 424-8860
Branches in Atlanta, Houston. and Windsor, Ontario

'·itt

Comp battles loom
Continued from page 16
sites will be open to lawsuits from
injured workers who want to col-
lect damages in addition to workers
compensation benefits.

An appellate court in Sharp vs.
Gallagher found that employers
that own their worksites can oper-
ate in a dual capacity as employer
and landowner, and, therefore, can
be sued by injured employees as a
negligent landowner (BI, March
15).

This ruling circumvents the ex-
elusive remedy provision of the
workers compensation system,
which was designed to pay benefits
to injured workers without deter-
mining fault.

The dual-capacity doctrine,
which has been narrowly applied
in Illinois, permits employee suits
when the employer and the em-

If it
sweeps,
beeps,
rides,
slides,
hovers,
covers,
goes up,

comes down,
or just plain sits there,
Zurich of Illinois (ZAI) as the ideal carrier. Why? In the first place, we're flexible-

Name the risk, and you can probably name Zurich American Insurance Company

we're willing to cover almost any risk. Our underwriting is

Excess & Surplus tailor coverage, payment plans, deductibles and
as individual as the risks we insure, because we

can prpbablyn one day-and we're friendly, because we know that a strong

cash flow with imagination to meet the unique needs of each
risk. We're fast-we can usually underwrite and quote for you

cover it. results. Our professional staff has become as much of a Zurich-Americanone-to-one relationship between broker and underwriter guarantees the best

hallmark as the group's international capabilities. In fact, there are almost as
many reasons to choose ZAI to cover your risk as there are risks to be covered.
So the next time you're looking for an excess and surplus /IFIFIrm
carrier, call one that bends, invents, cares, shares,
knows, shows, and is there when you need them.
Call Zurich American Insurance Company of Illinois.1/min

ZURICH-AMERICAN INSURANCE COMPANIES

Zurich American Insurance Company of Illinois • Schaumburg, Illinois 60196
Zurich American Insurance Company of Illinois writes excess and surplus business in 46 states and

the District of Columbiaas anon-admitted carrier.

ployee step out of those roles and
into another relationship.

Employers and business groups
have filed briefs with the state Su-

preme Court predicting economic
doom for all employers if the deci-
sion in Sharp vs. Gallagher is up-
held.

"By holding that an employer
who owns land may be sued in
common law by any employee in-
jured on the land, the appellate
court has greatly expanded the po-
tential liability of employers," says
Stanley J. Davidson, attorney for
the defendants.

The net result, he says, is that all
Illinois employers will face greater
potential liability because they will
be faced with an increasing
number of lawsuits brought by
their employees.

Employers already are leaving
the state, taking their business to
states that have cheaper workers
compensation rates, and expanding
an employer's liability could only
accelerate the exodus, according to
employers and business groups that
filed briefs in the case.

"By opening one door to multiple
liability in addition to workers
compensation, the courts may be
closing the door to this state's con-
tinued commercial and industrial

well-being," said Terrence E.
Flynn, an attorney for U.S. Steel
Corp.

About a fifth of all the cases

going to the state Supreme Court
involve workers compensation, Mr.
Day of the Illinois Chamber of
Commerce said. "I think it's atro-

cious for the high court to have to
decide disability cases," he said.

The feeling among employers,
regulators and insurers is that
something has got to give-and
soon.

"The number of cases and delays
all contribute to the inefficiency of
the system," says Jack Doyle, legis-
lative analyst for the Alliance of
American Insurers. •

Old Republic sets
earnings record

CHICAGO-Despite a long coal
miner's strike and continued losses

from black lung disease claims last
year, Old Republic International
Corp. set earnings records in 1981,
executives say.

But Chicago-based Old Republic
International, parent of Old Repub-
lic Insurance Co., one of the na-
tion's largest coal industry workers -
compensation insurers, also saw its
sales volume slip as insurance in-
dustry competition and labor trou-
ble in the coal business slashed pre-
mium income.

Old Republic International also
sells life, title and mortgage guar-
anty and specialty insurance prod-
ucts through other subsidiaries.

"We feel we had an exception-
ally good year in light of the gen-
erally bad· economic conditions,"
said A.C. Zucaro, president and
chief financial officer. "Though
revenues were down slightly, the
bottom line was up a solid 15% and
claims were down somewhat."

Net operating income grew to
$41.2 million from about $35.9 mil-
lion in 1980, while net revenue

from premiums and fees fell 18.8%,
to $289.5 million from $356.6 mil-
lion, in 1980. Per-share earnings
grew to $4.22 from $3.67 in 1980.

The shrinking premium was off-
set by solid investment income
gains, executives noted. Investment
income grew 21.6% to $68.9 million
from about $56.7 million in 1980.

"Though we would prefer to see
revenues rise each year, there were
sound reasons for the decline and it

did not seriously affect operating
income growth," Chairman Wil-
liam Stover told shareholders in

the company's annual report. •



Lawyers say Illinois firms
face growing liability threat

By STEPHEN TARNOFF

Call the Illinois legal climate
stormy:

• Peoria attorney Richard
E. Quinn wasn't defending
any physicians in medical
malpractice suits 10 years ago.
Today, 75% of his time is de-
voted to malpractice cases.

• Belleville attorney Robert
Schmieder says legal malprac-
tice is the next big liability
trend as more lawsuits against
lawyers are filed and lawyers
become less reluctant to testify
against one another.

• Chicago attorney Michel
A. Coccia, president of the Illi-
nois Bar Assn. and a member
of the law firm of Baker &

McKenzie, predicts product li-
ability defendants will find it
tougher to defend claims.

The consensus, these legal
experts say, is that Illinois
businesses and professionals
are facing more product and
professional liability lawsuits,
higher jury awards and
tougher settlements.

"Businesses face astronomi-

cal insurance rates, a very liti-
gious type of employee and
quite a number of days in liti-
gation, both in court and out-
side of court, due to disco-
very," says Mr. Schmieder of
the law firm of Wagner, Ber-
trand, Bauman & Schmieder.

"We've seen more and more

medical malpractice lawsuits
and more and more frivolous

lawsuits. We're now finding
attorneys more and more will-
ing to testify against each
other."

But while some attorneys
predict more suits and higher
awards, others say the di-
rection of the law, which they
believe has favored plaintiffs,
may be changing.

"I don't think it's getting any
worse," Orville Bergren, presi-
dent of the Illinois Manufac-
turers Assn., says of the legal
climate for product liability
suits. "It has passed the high
point of being totally against
the defendant.

"It has been said that Illinois

is a tough state. It certainly is
not the world's best state for a
defendant to be sued in."

"It won't get any worse in
the next five years, but it did
worsen in the last five years,"
adds Edmund Sinnott of the
Chicago law firm of Pope, Bal-
lard, Shepard & Fowle Ltd. "I
think it is evening out."

Plaintiffs' attorneys don't
think defendants are hurting,
however.

"There's been a good deal of
stability in product liability
law," says Thomas F. Londri-
gan of the Springfield firm of
Londrigan & Potter.

When it comes to product li-

ability, most attorneys believe that
except for slight nuances, Illinois
law is-consistent with product lia-
bility law throughout the country.

However, these nuances-like
the laws concerning punitive dam-
ages, state-of-the-art defense and
comparative negligence-are
worth fighting over.

During every legislative session,
interest groups like the IMA or the
Illinois Trial Lawyers' Assn. de-
scend on Springfield, the state capi-
tal, to try to tip the balance for de-
fendants or plaintiffs.

Some of the legal issues in which
the lobbyists are currently in-
terested include:

• Product liability. 'Among leg-
islation pending in the Illinois Gen-
eral Assembly is a bill, H.B. 1317, to
modify existing product liability
law to favor defendants and an-
other designed to modify the state's
comparative negligence law.

The bill, which recently passed
the state House of Representatives,
would force plaintiffs to prove that
an alternative formula or design
was available at the time the prod-
uct was manufactured, the formula
would have prevented the injury, it
was known by the manufacturer
and it was feasible.

The comparative negligence leg-
islation, H.B. 1894, would prevent
the plaintiff from recovering dam-
ages if he or she is more· than 50%
negligent, Mr. Bergren says.

The current theory of compara-
tive negligence allows a plaintiff to
recover from a defendant even if
he is 99% negligent and the defen-
dant only 1% negligent.

The Legislature, however, has
rarely taken an active role in creat-
ing remedies in product liability
law, remarks Mr. Londrigan.

• Medical malpractice. Among
the pending bills concerning medi-
cal malpractice is one, H.B. 1155,
that would make it easier for doc-
tors to countersue attorneys and
plaintiffs for frivolous lawsuits.

This bill would mean doctors

could recover damages if suits are
unreasonable in the eyes of the
court. Current law requires attor-
neys to be malicious or use bad
faith before a physician ·can re-
cover.

According to one medical indus-
try source who asked not to be
identified, the "situation is de-
teriorating here as elsewhere" with
regard to medical malpractice.

"The amount of awards is in-
creasing," he says. "We're steadily
heading up the same problems we
had in 1974 and 1975."

Another problem for Illinois pro-
fessionals is design liability. Great
numbers of claims are filed in Illi-

nois against design professionals
like architects and engineers be-
cause of the Illinois Structural
Work Act, says defense attorney
Thomas M. Crisham of the Chicago
law firm of Hinshaw Culbertson
Moelmann Hoban & Fuller..

Virtually every other state re-

Size of judgments growing
A recent study by the Rand Corp. of civil jury trials in Cook

County, Ill., indicates a significant increase in the number of
product liability and medical malpractice cases and in the size of
the damage awards.

However, the total number of civil trials in Cook County de-
creased between 1960 and 1979.

In product liability suits, the average judgment increased
substantially with half of the plaintiffs receiving more than
$82,000 by 1979. But while the number of trials and the number
of judgments in this category increased, plaintiffs still lost more
than 60% of the time.

The study also reported·that malpractice awards in Cook
County increased tremendously during the 20-year period with
the average malpractice award reaching $377,000 in 1979.

quires that negligence be shown
against such professionals to win a
claim. In Illinois, the statute pre-
cludes the necessity of proving the
defendant was negligent and also
does not permit the defendants to
use the injured party's contributory
negligence as a defense.

While in most instances they are
not found to have violated the law,
"it (the law) makes a big difference
in the number of claims and entails
very substantial costs," he says.

Illinois manufacturers and other

employers also are very concerned
about high jury awards, which they
say set precedents for higher settle-
ments in other cases.

Also, the site of a trial can have a
significant effect in the amount
awarded. Several attorneys told
Business Insurance that juries in
urban areas are more likely to
award more money to plaintiffs
than juries in rural areas. Cook
County, which includes Chicago,
and the downstate counties near St.
Louis generally give higher awards
(see related story).

Mr. Quinn of the Peoria law firm
of McConnell, Kennedy, Quinn '&
Johnston says juries in central Illi-
nois have become more conserva-
tive in recent years and are hand-
ing out more defense verdicts.

"There's been a change in the
way juries have reacted here," he
says. "The trend wasn't recogniz-
able a few years ago."

By contrast, Mr. Sinnott of Chi-
cago says that in recent weeks
there have been some "startlingly
high verdicts" in that area.
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IDEAS

and new concepts

SERVICE
and prompt answers

INDEPENDENCE
and no conflict of interest

Example: Systems Performance insur-
ance now available from ISI for third

or first party coverages.
Find out what else ISI can mean to

you by way of timely, fresh solutions to
current Property or Casualty problems.
Call us today

ISI CORPORATION
EXCESS AND SPECIALRISKS-SURPLUS LINES

676 St. Clair Chicago IL 60611
(312)787-4821 Telex 25-3566

CA

When it pays to know the
Territory talk to us.

0//F

We're Bliss Group Companies. We know the territory-
all of it. We're Downstate Illinois' largest insurance
brokerageand risk management services organization,
servicing over 800 agents and brokers in every county
in the state. And we're known throughout the industry
for our creative approach to difficult risks as well as
standard ones. So, when you come to our territory,
it pays to kn-ow us.

BLISS GROUP COMPANIES:

•Bliss-McKnight, Inc.
•Bliss Agency, Inc.
•Governmental Insurance Managers, Inc.
•Bliss-McKnight Management Corporation

\'&&-="t; Home Office: 301 Prospect Road, Bloomington, IL 61701
/- Other Offices: Chicago, Indianapolis, St. Louis and Knoxville ,

Telephone: 309/663-1393 TWX: 510-352-1336 (BLISSMCKBMG)
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Don't take 66No" for an answer. .

Call us for Creative Solutions to your Special Risk problems.

C'Airrexpi ilitlent at I.li )id 's London

Offices in Bo{on tind London

617-938-9010

Where should a
smaller company

go for D&0
coverage?
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301) Unicorn Park Drire

Wohurn. Massachusetts (}18()1

Tele, 921712

Chicago brokerages
search for business

By LEN STRAZEWSKI

CHICAGO-Hard times for Illi-

nois employers mean hard times
for Chicago brokerages, which are
scrambling to expand their busi-
ness base while maintaining a
steady quality of service to their
large corporate clients.

Many brokers, including the
largest brokerage in Chicago,
Marsh & MeLennan Inc., are turn-

ing their sales personnel loose on
small to medium-sized commercial

risks, agribusiness and even once-
shunned personal lines.

"I'm sure you've heard this all
before, but it's a tough market out
there. For the big risks, it's be-
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Straight to IN
There are a number ofmarkets offering
D&0 coverage. Some (quite understand-
ably from a bottom line view) prefer
to deal only with large, very large or
gigantic companies. A smaller prospect-
especially if it is burdened by any prob-
lems- often gets short shrift. a fast
shuffie or a flat turn-down.

CM! specializes in D&0 coverage
for commercial risks with assets of

$150,000,000 or less. Ifyou have problems,
we look for ways to help resolve them.
1 fyou're looking for DE¢O coverage
for a small-to-medium size company,
there's a simple way to avoid a frustrating
run-around. Mead straight to CMI.
You're welcome.

.® CAPACITY MANAGERS INTERNATIONAL, INC.

CA+U
160 Water Street, New York, NY 10038 (212) 344-5300

10 S. Riverside Plaza, Chicago, IL 60606 (312) 641-3377
485 Route 1 South, Iselin, NJ 08830 (201) 750-0300

Member

Ashford

Holding
Corporation

tween the large publicly held bro-
kers and Johnson & Higgins," says
M&M Managing Director Donald
Davidson, in charge of both the
380-person Chicago office and
much of the Midwest region.

"We're all beginning to give
more attention to the non-risk

management clients, the smaller
risks that don't require as sophisti-
cated a service," he says.

M&M also is beginning to pursue
agribusiness, especially the large
commercial farms that spread
throughout Illinois, Michigan, Wis-
consin and Indiana. "It's not signifi-
cant yet, but there is potential for
growth," he explains.

With the premium volume from
most individual accounts shrink-

ing, the national brokers are hard-
pressed to pay for the additional
services the clients demand. Some

are negotiating extra fees for ser-
vices or comprehensive brokerage
fees that pay more than commis-
sion, but most are grinning and ,
bearing while anxiously seeking
new areas for growth.

Most of the national brokers now

offer computerized data-base ser-
vices, which they hope will attract
new clients and provide data to
firms expanding their risk-man-
agement expertise for a fee. M&M
calls its system RIMSTAR and
Alexander & Alexander, the sec-

ond-largest brokerage in Chicago
since its acquisition of R.B. Jones &
Co. in 1978, sells ARIS, a similar

product. Fred S. James & Co. and
Rollins Burdick Hunter & Co. are

also developing systems.
Personal lines, including home-

owners policies, automobile insur-
ance and life insurance, is also an

expanding business, though one
brokerage, Johnson & Higgins,
doesn't bother at all. J&H focuses

on big risks and is developing its
pollution loss-control expertise.

But its competitors don't agree
personal lines should be neglected.

"We've developed a strength in
the personal lines," remarks Bruce
P. O'Neil, president of Corroon &
Black of Illinois. "We've got two
subsidiaries, one in Downers Grove
and another in Aurora (see related

story, page 34), that handle predo-
minantly personal lines and we see
that as a solid growth area."

About 8% to 10% of revenues

generated by the more than 260
Chicago-area C&B employees
comes from personal lines, 20%
from employee benefits and the re-
mainder from commercial prop-
erty/casualty risks.

C&B also administers the self-

funded workers compensation pool
sponsored by the Illinois Manufac-
turers Assn. and is marketing sev-
eral new insurance products devel-
oped by the brokerage.

"We've discovered that we can-

not just sell products the insurers
offer. We have to stay in touch
with consumer needs and develop
what they need," Mr. O'Neil says.
"We have been working on new
forms for malpractice and have de-
veloped a new kind of additional
expense/business interruption
form that covers zoning changes,
among other things."

Rollins Burdick Hunter, the larg-
est national brokerage based in
Chicago since Fred S. James moved
its executive offices to New York

earlier this year, also stands the
consumer watch, according to Vice
Chairman George Burrows. RBH
has 1,400 employees nationwide
and about 225 in Chicago, where it
ranks fourth in the competition, ac-
cording to local estimates.

"Bad times economically tend to
reduce the demand for services

overall," he says. "The greatest em-
Continued on page 22
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Everyone is talking about the cost con-
tainment of disability and WC problems but whet are they
doing about it?

LaMeSy Consultants utilizes the fastest, most cost effective
method ever foind; Return to work as soon as the claimant is
medically stable. Whether it's with the former enployer or a
new employer, we're there to assist your claimait in becoming
productive again.

From Ohio to South Dakota, we put 38% of your claimants
back to work last year. 3590 of your claims were setiled out. A
success rate of 73% deserves a try. Call us now!

300 Third Avenue Southeast

Rochester, Minnesota 55901

Phone 507 288-9068

Wats 800 533-1565

LaMeSV
Consultants

1

Emplovment
Specialists
forthe

Physicaliy
Limited

IL

Brokers scrambling
to expand business
Continued from page 20
phasis is on cost reduction and, of
course, separate fees for risk man-
agement services are significant
under these circumstances. But

more often, we just see a reduction
in our margins."

While most of the larger national
brokers have reported revenue
gains consistently in the double
digits, RBH tended to increase sales
at just 10% a year, out slipped from
that pace in 1981. Gross revenues
grew only 6%, to $76.8 million from
$72.6 million, in 1980.

Also based in Chicago, but falling
behind such brokers as Arthur J.

Gallagher & Co., Johnson & Hig-
gins of Illinois and Frank B. Hall of

ihoa policy!"
Nobody corrals losses better than we do

When you compare major corporate risk
underwriters, you'll find Arnico Special
Risks is (,ne of the best around at providing
professiond loss comrol services.

Our 1,)ss control engineers are
Certified Safet, Professionals (CSPs) uith

experience in consIruction. manufacturing
w,u name k, They work as consultants.

rather than inspectors, to help reduce the

potential for losses before the> occur

Individualized safety precautions are
prescribed based on careful analysis af Icas
experience.

So next time you need help ropilig in
¥our corp( rate risk Ic,sses, contact Charlie

Jones. Vice President, Arnico Special Risks,

Dept. AG-11)2, 1221 River Bend 1)rive,
Dallas, Tegls -5241 214/689-8333.

r--1 ARMCO
ARMCO

V SPECIAL
RISKS

Illinois, is the Ryan Insurance
Agency Group, an amalgam of a
banking specialty brokerage, Scar-
borough & Co., and three general
commercial brokerages including
two with main offices in Chicago.
James S. Kemper Co., acquired
more than a year ago, and Young-
berg-Carlson, a regional firm with
long roots in Chicago, give the com-
pany a formidable presence in the
marketplace.

Other divisions of the Ryan
Group sell coverage underwritten
by Ryan insurers directly to the
personal lines and automobile
dealer markets.

With large national brokerages
pressing down from the top and di-
rect writers like Allstate and State

Farm Mutual pressing from the
bottom, Chicago independent bro-
kers are a beleaguered bunch
struggling to keep the significant
share of major risks the firms have
maintained for years, as well as to
develop new business.

In general they are not doing
well, with a handful of exceptions.
Two notable standouts are a real

estate specialist, Near North Insur-
ance Agency (see related story,
page 24), and Mack & Parker Inc.,
which developed an employee ben-
efits specialty into insulation from
the intense property/casualty rate
competition.

M&P, with about 65 employees,
was able to boost revenues nearly
16% over 1980, according to Presi-
dent Edward Mack III. Although
about 35% of the firm's more than

$3 million in revenues is derived
from employee benefits, prop-
erty/casualty business is up, he
says. In 1981, new business rose 30%
for a 10% revenue increase.

"Industry research says that one-
half of the present independent
agents and brokers will be out of
business in five years. I can't dis-
agree, but as agencies merge or go
out of business, Chicago customers
will start shopping around. We ex-
pect to be in business and get more
than our share of the moving ac-
counts."

A member of Assurex, the na-

tional independent brokerage sup-
port group, M&P also serves some
national and international ac-

counts, an area which Mr. Mack

expects to expand as local corpora-
tions grow.

Chicago suburbs are not without
their own brokerage powerhouses.
In Rolling Meadows, Arthur J. Gal-
lagher & Co., the nation's
10th-largest brokerage, ranks
among the top five area brokers,
according to local estimates.

A classic case of a local firm

making good, Gallagher met the
trend toward self-insurance with a

subsidiary, Gallagher-Bassett Inc.,
that administers claims for large
self-insured entities including Bea-
trice Foods Co. and the Roman

Catholic Archdiocese of Chicago.
Gallagher, with more than 800

employees nationally, earned more
than $38 million last year.

Most other suburban brokers mix

small to medium-sized commercial

risks with a liberal dose of personal
lines coverages. However, some of
the small agents have developed
strong business reputations that
have launched their executives into

local and national leadership roles.
In Palos Hills, for example, Jack

Payan of Payan-Stitt is the new
president of the Independent In-
surance Agents of America.

In Oak Park, another local leader
is Timothy Cunningham, president
of the James H. Cunningham
Agency and president of the Chi-
cago Board of Underwriters, a met-
ropolitan group of independent
agents and brokers. .



Eg Weare acompany that is in the market forthe long pull. Our commitment to the commercial
market is total.  -Robert A. teibold

Feb. 16,1979

gS.1 am pleased and excited to announcea new'distinctive difference' in our productline. Effective today, Northbrook goes onestep beyond the competition . . .  -Robert A. Leibold
April 1,1982

Announcing Nprthbrool<5nnovative
Business Package Policy

Independent agents and brokers can now offer their clientsflexible, comprehensive coveragewith a new Business PackagePolicy from Northbrook Property and Casualty Insurance Company.This innovative commercial package policy answers the changing
needs of the '8Os with:• One flexible, comprehensive policy toprotect property and liability exposures.• Customized protection for medium-sized or larger businesses.• Difference-in-conditions property

endorsement.• Two forms for the electronic dataprocessing exposures of the'8Os.• A new, broadened comprehensive
general liability form.Handling is easy with the "single package" policy format.And, almost any type of business can be protected with thisunique combination of property and liability coverage.

You can also offer your clients two special options1. new data processing policies providing all-riskprotection for any size computer installation, and2. a new way to protect business income and profits,with Northbrook's new loss of income and additional expense
protection.To learn more about how the new Business Package Policy fromNorthbrook can benefit your business clients, contact:

Robert A. Leibold, President
Northbrook Property andCasualty Insurance Company
Northbrook, Illinois 60062
(312) 291-6555

Northbrook Property and Casualty Insurance Ca
Northbrook, Illinois
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EXECUTIVE & EMPLOYEE Most risk managers need help
BENEFIT PLANS, INC.

Self-Funded Employee Benefit Specialists Since 1959
on construction risk0.1

Broker
· ON LINL CLAIMS AIMIN=STRATION EXCESS REINSURANCE

By LEN STRAZEWSKI tate and construct on specialist, area's major real estate projects
·COMPLETE ADMINISTRATIVE SERVICES ·UFE, LT D, DENTAL, MEDICAL brokering coverage for many of the Although the buildings aren't

Gnu_t C Jeffrey Wintersteller CHICAGO--'I've got $1 billion ma or contractors and developers rising as fast as they used to, those
Lice Prew:lent Sales in construction projects on my ln the state that are do keep a risk manager on

books right now, ready tc go," says From the constnction risks on his toes, says Mr Segal
2024 Riferyce 1->nve, Columbus, Ohio 43221

Michael Segal, presiden: of Near the Sears Tower tia€ world's tallest The construction industry has
(614) 481-8393 North Insurance Agency building, to the renovatioi of Co- been one of the businesses in the

ATtANTA BOSTON CHARLOTTE I INLINV.1-1 CLEVELAND COLUMBUS HOUSTON MlAMI ORLANDO "But for 1983 and 1984, there's miskey Park, homa of the Chicago Midwest hardest hit by the re-
nothing at all on the drawing White Sox baseiall team, the cession, creating both difficult
board " agency is involvec in some aspect times for contractors and pressure

Near North lS a Chicago real es- of the insurance for most of the for careful risk management in a
complex field, he says

Even companies with strong, so-
phisicated risk management de-
partments have to turn to a broker
for construction expertise, he says

"A risk manager in a home office
working with a property/casualty
master policy Just can't perform as
well as a local broker with a con-

0 struction specialization Unless the

0 *al risk manager has worked for a
major construction company or de-
veloper, this exposure is a new ex-
perience," he explains

"And the alphabet houses have a
lot of experts, but not usually in the
construction field If we were asked

to handle a multinational client, I'd
probably have to say we couldn't do

I .. . it But we can handle construction

risks for the biggest firms "
Only about half of a good con-

., struction risk broker's Job involves
placing insurance and obtaining a
policy, he says Near North account
executives are expected to function
as part-time risk managers and are

.
required to spend a half-day a
month in a client's office reviewing
policies and exposures

"Much of our time is spent re-
1

..
a

viewing contract language and
r hold-harmless agreements, long-

tit term leases, mortgage agreements
h.

1 and other documents," he says
.. 1 Although clients probably need a

lawyer for legal agreements, most
5 4 36, lawyers don't have practical insur-

ance experience, he notes And it's
practical insurance design and

*r. I it# 4.' I claims handling experience that
<p" 3*1'» : ' « risk managers need now, Mr Segal

says, as the recession spurs prop-
•46.45* 22 erty losses and contract disputes

Owners and contractors can
1, r, 1 ,

't 6 L 4

ous disappearances" of equipment
count on more and more "mysteri-f

#r
from worksites, which means

claims problems, and owners, con-
#<*/ tractors and developers will con-

tinue to disagree on who will pay
"Most builder's risk policies, cov-

ering both owner and contractor,
involve some sort of deductible

.';. -..,9//Mill.&# #-i-.. P/: i But lt ts rarely clear who is respon-
.

&*- sible for that deductible If we do
T,

our job well, we can pre-empt
-4,10./.-. I many disputes between contractors

and owners on the basic, expected
./ damage claims," Mr Segal says

I

Ki//66//9 429* 11:./.**=---- --*<ivai Building owners also require re-

-
-

evaluation of their liability limits
in light of the series of hotel disas-

SdR r. ir.-5'le ters in the last two years
"Even the small hotel chains that

we have as clients are dramatically
i * 9,8

I-'511-.-'aa.
increasing umbrella liability

149: /642 1-$44* - - 10• limits " he says "The companies

r?,0% $83,5,11#.&Jt' that carried $5 million to $10 mil-
lion are moving up to $50 million to*1 ..*L
$100 million, which luckily they
can easily obtain in this soft mar-
ket "

Near North with 87 employees,
*2*- :r... /4-Crit/3576.)<33%9*- 1,/ 2

has long strong political roots
George Dunne president of the
Cook County Board of Commis-

.= . YVII'NUT
sioners and former chairman of the

tu-
Democratic Party m Cook County,
shares ownership with Mr Segal,

- 31 r. but the firm is becoming less politi-
cal each year, diversifying its busl-
ness into areas not easily linked to
political clout, Mr Segal says

The agency manages an associa-
tion medical malpractice program

©1931, Lumbe-rrens Mutual Casualty Companv
t for 800 podiatrists underwritten by

CNA and also brokers coverage for
several food distributing and
wholesaling clients .



Thirty years ago, a corporation called BBC was founded, and this
corporation's goal was to explore and advance the concept of self
insurance. BBC was a pioneer in its field, and as the years
passed, the company developed a high level of expertise in
third party administration.

As American BBC, the company grew and expanded,
building good systems, streamlining its payment         ,
process, and refining cost controls. The company 4
adopted a customer-oriented philosophy and insti-
tuted an elaborate training program for its
personnel. A nationwide network of claims
processing locations was established so it
could serve its clients on a personal basis,
and thanks to all these benefits, the com-
pany became an industry leader.

Today, that same industry leader is ASCO --
American SelfCare Corporation. ASCO is a
wholly-owned subsidiary of American Family
Corporation, a recognized leader in the
insurance industry. Although the name
has changed, ASCO's services are the
same, and even better. With the                                                                             ': ' '.

f

new name comes not only 30 years
L

of experience, but also increased 4
commitment to the highest quality
professional benefits administra-
tion. Call us to find out more

about our capabilities. ASCO-
1 3. 0

SelfCare to reduce rising
health care costs.
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american selfcare corporation

A New Company Name with
an Old Company Heritage
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arnerican
sefcare

corporation
American Family Center
Columbus, Georgia 31999

(404) 324-1170
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pollUTION

While you may consider
your reasons valid for putting
off pollution liability coverage,
kindly consider the growing list
of EPA and Justice Department
lawsuits.

A company in Pennsylvania
is sued for gradually contami-
nating groundwater that
leached into the Delaware River.

Clean-up costs: $67,000.
A company in New Jersey

issued retroactive to 1973.

Penalty: $500,000 put in escrow

as assurance that remedial

actions will be completed.
A company in Indiana is

made to reimburse the govern-
ment $860,000, plus interest, in
clean-up costs because of a
gradual leakage of chemicals.

Etc., etc., etc. The figures
for this growing list (now, by the
way, up to 50 suits a year)
belong to EPA and the Justice
Department, not us.

What's more, even obeying
today's environmental laws is

no guarantee against a future
catastrophe.

At the AIG Companies, we
consider the problem of acci-
dental pollution, whether
gradual or sudden, so crucial,
we've set up a special depart-
ment to handle it.

AIG's Pollution Legal
Liability Department.

A department with the
capability and the experience
that have already established it
as a major force in pollution
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insurance.

A department staffed with
people who are authorities on
every aspect of pollution, to
help with all the ins and outs
of the many changing legal
standards.

It is this experience that
enables us to offer virtually the
most comprehensive pollution
insurance available, on a very
practical, cost-efficient basis.
For whatever kind of accidental

pollution-gradual or sudden.
Whether it be for a small chain

of gas stations or multi-million
dollar chemical plants. Against
loss from personal injury,
property damage, and even
legal defense costs.

For more information

about our pollution policy,
use the coupon. Or call us at
212-770-8442.

However, may we gently
urge you not to procrastinate.

This is the one time when

time may not be on your side.

Please send more information about

AIG's Gradual Pollution Policy.
Name/Tltle

Company
Addrecq

City State

Zip Phnne

AIG National Union. Pollution Department.
Department A. 70 Pine Street.

New York. NY. 10270. 81 5/24
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How solid isyour
reinsurance?

11%

.

A

1

Reinsurance rates keep eroding.
In the tough, competitive world of reinsurance, you

want to be very certain about your reinsurer.
North American Re has one of the strongest balance

sheets in the industry and for nearly a century, we've never
failed to honor a commitment.

As we look forward to the next hundred years, we will
continue to offer the most reliable reinsurance protection
you can find anywhere.

In these uncertain times,
It doesn't pay to be unce

- .Y*

NORTH AMERICAN REINSURANCE C(*floN 100 EAST 46TH STREET NEW YORK, NEW YORK 10017 TELEPHONE 212-907-8000
ATLANTA, BCSTON, CHICAGO, DALLAS, DENVER, HOUSTON, KANSAS CITY, LOS ANGELES, NEW YORK, PHILADELPHIA, SAN FRANCISCO, SEATTLE

NORTH AMEECAN

rtain about your reinsurer.

- *..PR. --'. -=----



61#stnes< in St,rONCe, May 24, 1982 / 29

--I---I--il-

1 HE ILLINOIS MARKE'T
vorable -business climate lures insurers

By James S. Kemper IIi Countv islhe nal ion s leadijng County and ' - --In theadvantage domestx: compatinec small financ ,Ily-troubled Banker,ALife &
.t'. ·, , «.ng mfijlopolitan inarkct 15 S freby retaiding future glowth cif Casualty Co 01 l ' h ,.6 in 1935 foi $2 500,

TAFTH 284 d©,nic,tic prop-+=-, kims of frd.f· :01 ), 2 -' 1, '•' _jr s inK©trance jfflarKet het e By 1941. Ba 'fr·: ascr': t,t. c.1 .-„iE, 96,1
¥ V jin*urance comipan -- Illinoif faliks Th « 1,1 ,. . -I]] , ':,-,4 1, , r 1. ar€a foi risk | Illinats ins,wi-ni,- cnly ,-,nnies©woently  Shortly befon ' ,.death 1[S 1978, .ss©ts. had

ah©ad of all th© 01.hc: . th© numbek mana:; ric,lt CV ·, i :,- Thf jt-cor:: tvf„r pay the safne taxesth;4 '11,©1 c«,r,rer-4-«]nA grown to more than 51 billion
of dors},erl c j ncurers Its 198(, piemium laigr --- 1- - 1, ta#, 1- iriquranre-tr, thei, En the state pay Many of the comparues • W Clcnient Ston© now famous for
Volurrr -4 moze than %56 billion, pf- 5, :It / r- - :; Ir,6..i: r: risk also pay i. · r T; 3]1 estate taxes and various ' hiA positive mental attitud© concept. M ho
-Ir ' . I ng J c ii - uiance was the  managerf - their subit, 1 well and to local taxes, Dui d d e fiscal yer,1 ending fiun,·,- d Combined Int€ifiational Corp in
fouith-jr.r-:' - --:stale be alert t- r-1 -,= I 1 .5 -1 r needs and Junc 30, 1989, the Illinots, Insurance 1 ·Ii, i., 7/1< -f *irrd hir 1 r -,1 · = nd Or -

rBusjnr 5 -- -' - '·biliton of that amouw innovd ,., „ In tuj; n, ina*ranee Department collected a vanety Of Xes poli}Cme: 10 fi,1 le- azid .,, '. i I ., r , 4,r
foi lines like -*oskem comisen*tion comrs„ '' I ' ing in Illitioir muff be and feec totalin,- I . iv :St milhon from maikets and utilized an agor.K.

dtj,b

compreknuve - liabiljtv teady toiespord the mduslry while :, i„1 -hr.,11 ., direct=maiketing «es force to 'sell the
mulf,pert] and FLI Bu«blneSSE. SO Ncw products n,- 5.-ne -Ill"-,,-211 milLornn ]1 iril-4-r : K Mo? 00-ver an-y jr, 1 7 ; A ro] ,., ;

.

5 , 1 -1- - r the bulls r ' dr -d received by tike Illuion Incurance premwm {tax u i, + - 'v-,,ild be passed ©,in • Goorge J Mecheric who founded
11 -uit ane€ 1 n i z + And ING*sb un-er n that t©,Ill,nr --hqholders St"f , :.im ilutupl Automobile Ijasurance

- paid mcie f)lan 32.4 fol Illin .. , headquarterr for some of the Co44 1922 ?a Bloomington 111 whenhe
}06 flron ir, smar r ' 3 1 h€ 1 45 024 peopie workerb niatiCjjfi Br,1 jl uuy€.19 ajild largest insui ance companies sn the world was 51 1 -1941, hisc: y --n' ranked as
chey c -" 1 -1 - -- r.4 11 9 -

inSUff. .k.- fium a market thai In E jtotsc 1 r-in the largest aluto 1 :urer, a position
of tky©

End rks> rf{S,]rance genetates adequate jr}©,n-d--1 Une. I -jf-' A has held vnce
and comr SUFTESSES CE[J'l E l,JIF u -O the • James S K i«,- -- 170 as a young

2-oild Why, I beca' , 1 Ill) slots I - --- 10/ guidance Of Rvek 211 - - rieering ' 1,-Ircr - -r -':1,1'1 4, stjr''r,-fici, 11h:t
place; for an-jr 1 fpe w ' murerslojr-'r a thestate A 2% tax on  mdnnchipts Ill - . present fl- 7, 1, 1 in darict

unno)& ts ' -----4'lor ..
,-0 ,:tier, |GY non-t ifuri jed rn insuiance is due in no sjmall degife to He Aerved as preudent of the new

3 nd usl nalZed 1.15 the r 31 compfinres was enacted and it.: r -r-' --,v :uch historical jiguies as r-· inn- Lurnbeimens Mul lileasualty
J , · d state jo mp,j ntadi a 1 - " unconstitational Dbond - 19-,-4 , , - ded by Co If -,-: ihr 4 -· r,f the Keinper Gioup
r-

1 CP OSS war jiv-en, cled In 1519 % ind has not b€En most a: tne lowlder of the m- ,, ir companies S , f'.< r- r Keritoti has
f:at]Ofial p' , ' J Se T a WFrii ftc« 41 17 chanced Rince then Sears, Eoebuck & {10, who founded expanded toa ,]langr-·in°tuauce309-myle,ad:usoiC, r- r. .,.gos(Zook The,·,-t· - .02-6-! Many havelhe 1 Allstate Insurance Co rn 1931 ava Sears  coverages and finar , -r .,..-

op, n,or, f hat the tax stiould not h- su' ' -- Aljstate now s the .Bros Jd s Innovat ve companifs and individuals,
Jomes S Y- n- III ,« r--9<- c Oft to dom- 4 la, Eest stock company auto j.nsul f r and a effective r r pulation and stirong ijadustrial
ples:dew f of F , -,- G, 0,1 1 7, Lonc, ' ,( - connd©£edi 10 2 aisr 3 - ) kader in other - - -3 Le]Ids, r-r-- i}, 4111,7-ve fflped insurance and
i million in taX revenue Dr>InS? so woula * .Iohn D MarArthur who bought the I /, JIn Ilhno))19

--

Recent law allows self-insurance pools to grow
Bv Ronald F. Wiser 1 ' - 71: -- silly r -ul -r n Ed '*.1 r.,

Ok -i -- 2 al ina plan can Join t©,Rethe, to set up the financial guidelmeR to assist
6 the op, '--to. nt ago of t n » to accurne thai risk A ziumilber of such m Sti ucturl ng the pool

r,23 7-i-*40 ·C ; COVEr ca,ch-flow benefits and the Era.lr . - 0-, nr nsk chatactenstirs Toes}lci j nto a 1 4 'r, 'uttlic
Jp ''' rs:,- --,i .1 ,ti 1 5, ran now- reduction of ln,Guifinff costA 'thal can apree to pool f }„ · workers Pr, ri__ h- : 1 1 & inf'- -'< letfai f fOr,unt 11dID,

' 11.,-, 1 0
ff-1 61 E fJ!1¢ld J U they offer -- iliabrthrs and contnbule a and , 'un-r ·, . n. 5· ·. prf,bal,>JI

4 to fjlote In the f k. 1 .l[ ' has r Ihe Expected cla3 ms fo the -'rP, 16 1 1 1 C©j]Dl

1 1 11 1 1 1 [ 11 041 1
7'1 I ] fl} 1 ,- ' 11, 1 to 1 Themos,1 ccenl kr . 7.1,6,11 dilt , 1 14

,, 6 ,. -t,u,i·,fi thebooks f.d,v):jif i '' 111 11,1 U ' <r'14 ' :, ,, , ,--,-1 r- -, )]jr,imed fli} Illil,(,1'
u '1-1'' w '4 1,Ll,113.hl, h 1 f + 1 1, KS 1 f i Vf ji 'V ed ' I '. tr, ''iIi[ 1 ,11 '.,, i li lit i' % 111981.1,

1

' 1), .:,16.,|* 11•+ ·,ill z IN•" 1 , '·1, rl' i .

J t hidi , . .i., . 1, irt ,r,uhf I c Illi'"1"
, ' ' It • '1 1 NY ' d 1 , T NO"r.diffi ,Ip#, 114'1,1•,„th,1111„4, i,!th, ,

E «, , : 1. in . -1, - :€ . 1]1Jte COJ!85'llf-1 C-l
1

, lin mr St-,s z ne reeeti j #if c nase I f
•E

t.'.",...
S. reS!*Mwi,s sett, 1 , 111'„, ,=, *„r,,m ,

iF j thr use r,1 14£11= 7,:wd]Oct me< h;,11, '>ins,n alone or take 11 , , lit h Rd /21 Ill , .Ilt)112 Ill·

. 1 1 j,9 0
Pboto Mary Cairns

1

t
1

l*

kl}
1 I

1 r,nly 1 14 mer 1 of iel f-
/

ut- Ibur 1 1 1" ' I ll-l .,:10&' hit riak
1, 1 a Ao f hic_ guil.stantial nskA that m f tn-9 01 v ed 1 -:L,jilit 1, litpf ©fataxik J,Jk, a P .1133. n#- - C }f j<

I r- f
1  9X·r

5'*5
r

R 1}1 1Q F -ff

r.
di

1.

, .i.1.1 21 1 L ili I,ic)C€'6% cind
f1 .- 111 l)()0 gr,A; diiriu,il payroll,L-f

4
rn' 5 It C.,1/1 71..47.1 0/' t,Clt flfi(14

1

4 [1.1
1./ 1 1

h f-1 .... 4
i

.

k
1 d j-- "1 9/ E 2-

..7

s .pr--
1 9

1 - i , 5 5,; rj
1 /

r" 

tirl /
L

.1
9".

1 ,J J

3

-

tI.
r e

I .

4<f

r
1

e- f 1
a

,

1 f:

1 , 1rj :9

--- A *Au '11
.



30 / business insurance, May 24, 1982

perspective

Self-funded comp pools growing in Illinois
Continued from previous page of past inadequate loss reserves; new legal regulations, an independent actuarial Since current investment opportunities
or five employees and $62,500 gross annual theories of compensable injuries; opinion means the opinion of a member of are much greater than the 5% assumption
payroll if actively in business at least five investment portfolio risk, actuarial issues the American Academy of Actuaries or
years.

that exists, this introduces an element of
of equity in setting adequate rate levels, the Casualty Actual·ial Society The conservatism in the initial funding

• Excess insurance protection must be and ownership and distribution of any amount of any deficiency can then be requirements
purchased limiting individual losses to a surplus funds Let's examine some of these assessed against the pool members Moreover, this ability to discountmaximum of 20% of total pool premium issues individually. The current membership of the pool loss-reserve liabilities at 5% might bewith an option of limiting combined pool All claim liabilities of the pool must be (plus any members withdrawing in the
losses to no more than 110% of total taken into account in determining the

pre-funded. This is not a pay-as-you-go past three years or more) will have to bear initial premium of pool participants
premium. plan such as Social Security The employer the assessment It is to the benefit of the Depending on the pool's expected payment• The Illinois insurance director must simply pays his full premium.to fund all pool's long-run viability and in each pattern of losses, the effect of the 5%approve each employer's application to claim liabilities to the pool instead of to an participant's interest to establish both the discounting provision alone can amount to
participate in a pool insurance company. Participants do not premium and the loss reserves using some a 9.5% savings from the workers

• Annual audited financial statements have the option of holding onto their cash objective acturarial expertise, as is done by compensation premium.
are required. and then contributing to the pool only most large workers compensation insurers.2 ., Let's reiterate that the pools are not

• At least $10 million annual gross when claims are paid The Illinois If any member of a pool becomes meant to be cash-flow plans Partlcipantspayroll is required for the total of pool legislation is very specific about this basis insolvent, the other pool members must must fully fund the amount of discountedmembers for funding the pool. The funds set aside at supply the insolvent member's share of losereserve liabilities. To do otherwise
The complete text of both thalegislation year-end to provide for all accrued claim any financial liability If an entire pool could expose the pool participants to a

and the rules established by the Insurance liabilities are referred to as loss reserves. becomes insolvent or is unable to fund its heavy assessment to fully fund all past
Department should be obtained and Employers choosing to participate in a liabilities, all Illinois pools may be assessed liabilities out of current assets of the
thoroughly understood by any prospective pool should realize that the to resolve the deficiency participants
pool participant. clarms-adjusting organization hired by the There is a significant difference

An association of small to medium-sized pool will estimate a value for each workers Once the employer Joins a pool, there is between participation in a pool and
businesses in Illinois can now legally hire compensation case reported However, the no longer a source of claim statistics from purchase of insurance The ratemaking
service organizations for the purposes of sum of these individual cases will not a commercial insurance company that will procedures of the insurance industry arepremium collection and billing, claims represent the true cost of providing continue to serve as a basis for calculating designed by actuaries to predict the totaladJusting, loss control and risk workers compensation for three reasons· the usual experience modification. < claims of the next policy year. They aremanagement and actuarial advice. • First, it can take several years for all Moreover, the claim statistics from an not explicitly intended to recoup anyThis complete unbundling of the workers compensation claims to be employer's last insured year would not
services that make up the standard losses the insurers may have suffered in

rep6rted to the employer And until they appear in the experience modification
insurance product has been available to past years This is a business risk that must

are reported, the claim adjusting firm calculation until two years after the start be borne by the insurers' surplus account.
the largest employers for some time Now, cannot put a case estimate on the liability of that year. Pool participants need not However, a pool may have no surplus Ifin Illinois, small and medium-sized of the pool Thus, there must be a continue operating under this lag in using last year's premium is not adequate tobusinesses together can "package" these provision in the financial statement for their own claim experience in
services to meet their workers fund last year's losses, the deficiency must

the liability for claims incurred but not determining contribution levels And be recouped this year from the pool
compensation needs Clearly, this is done reported. there is some question as to whether pool
to effect a significant saving from the participants Because of this, the amount of

• Second, given a group of reported participants should continue to use the an employer's contribution and potential
workers compensation premiums charged claims not yet settled, the ultimate cost of industry experience-rating formula assessment for past deficiencies will beby insurance companies. These savings settling these claims will usually be It should be recognized that any such
should flow from: determined by the actual claims suffered

greater than the sum of the case estimates formula modification is a compromise by all the pool members• Better-than-average management because of the development over time of between two conflicting objectives high Clearly, selection of pool participantsattitudes toward safety more information about the nature of the recognition of an individual employer's will be of the greatest interest to the other• An effective loss-control program serious claims. claim experience vs a complete pooling or participants A pool member could find• Investment income earned on • Third, loss reserves must be set aside sharing of the claim costs itself bearing the costs of otherpre-funded claim habilities. for the possibility of a closed claim being There are no restrictions in the participants with poor loss history, no• Industry characteristics that may reopened years later. legislation to prevent a pool from having effective loss control or no pool policygenerate lower workers compensation its actuary tailor its own experience-rating toward safety matters
costs that are not fully recognized in Clearly, until all claims are settled, formula This could be done to fit the pool A pricing system that carefullynormal classification rates. there will be some degree of uncertainty members' particular needs and attitudes considers individual loss records may• The potential for economies of scale. concerning the ultimate costs toward risk and safety incentives guard against this In addition, thorough• A savings in the acquisition and Pool participants must pay in the The employer will also have to consider screening of pool applicants should beoperation expense components of the current year for the estimated deficiencies the question of excess insurance Workers considered a standard procedure in the
insurer's premium. of prior years The actual amount of the compensation benefits are determined by admission process

But these savings carry with them the deficiency can only be estimated when old the state and are unlimited as regards The pool enters into a higher risk
risk that the actual costs of the pool can be claims are settled The ultimate liability medical expense and rehabilitation situation than most insurers if it merelysubstantially higher than expected for workers compensation could easily However, excess insurance can only be

The possible benefits and risks of adopts bureau rates The pool writes only
take five to 10 years to be estimated with a purchased in finite amounts or layers So one line of insurance in one state and

partimpation in risk-sharing pools will be high degree of confidence. there will always be some danger to the probably in a limited number of classeswell-explained by various brokers, risk A pool in existence for five years, for pool of a claim that can exhaust the excess The adequacy of filed rates for a particularmanagers, self-insurance administrators example, could have accumulated very insurance limits. The uninsured portion of class standing by itself cannot be assumedand loss-adjusting service companies large claim-reserve deficiencies. Actuarial the claim would have to be picked up by The workers compensation rate approvalThe potential pool participant must be estimates of required loss-reserve levels the pool participants Actuarial studids of process is subject to many pressures and
also aware of a number of unique will usually increase one's confidence in the pool's'prospective distribution of the classification ratemaking process isimplications of pool membership that are the amount of unpaid liabilities claims by size can be used to help select highly complex
probably foreign to his everyday business The participant who has enjoyed the appropriate limits of excess insurance to While the insurer can diversify the riskexperience. Unless all pool participants benefits of the underfunded years and minimize the risk of inadequate rate levels over manyand the administrator understand and withdraws before underfunding becomes A pool is allowed to discount its full · classes, lines of insurance and states, the
address these issues, the pool applicant apparent, does so at the expense of the reserve liabilities, but is limited to using a pool does not have this ability Many
should be wary about the potential risks of remaining participants. While the 5% investment income assumption If it is prudent self-insurance plans will beginpool participation. regulations explicitly make a participant determined the pool is subject to federal with an independent assessment of theBy choosing to be a pool member, the liable for assessment of the total fund for income tax as a mutual insurance adequacy of classification rate levels to beparticipants are also exposed to the at least three years after he withdraws, company, the members of the pool may used in determining funding levelsbusiness risks and issues faced by this may not be sufficient to protect the decide not to discount all of its unpaid While there is a real potential forcommercial insurers. These include the ongoing participants' interests if loss claims and liabilities If they do, then this savings in workers compensation forpossibility of insolvency of the pool, its reserves are not established correctly means that the actuary for the pool must employees as a result of this new
members or other pools; the unexpected If it is suspected that a pool has a serious estimate the payout pattern of loss legislation, it is not without its risks There
increase in required contributions because reserve deficiency, the state insurance reserves (which can easily extend over 10 are major risks involved in any

director can order the pool to file an years). These payments can be discounted self-insurance plan. It must be
Ronald F. Wiser ts an actuary in the Chi- independent actuarial opinion as to the at no more than a 5% investment rate to appropriately managed to avoid
cago and Milwaukee offices of Mukman & sufficiency of the loss and loss-adjustment establish the discounted loss reserve unnecessary exposure to poolRobertson Inc expense reserves established According to liabilities for the pool participants.
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Risk Management ...
Firsttime available anywhere,

theEnvironmental Impairment
Liability Handbook.

James has produced the most
comprehensive handbook on
Environmental Impairment Liability
Insurance available today.
Risk managers, environmental
compliance officers, underwriters
and insurance agents and brokers
have found the Handbook to be the

most complete and authoritative
source of information about this

complex subject. The Handbook
provides current materials on all
aspects of Environmental
Impairment Liability Insurance
including: 0 Legal Bases for
Environmental Impairment Liability
0 Resource Conservation and

Recovery Act of 1976 (RCRA) . .
0 Superfund Legislation
0 The Risk Assess-

nnent Process
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0 Insuring the » 4
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Impairment Liability i.- .9 1

Risk 0 Current Markets
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for EIL Insurance , g,

0 Comparison of EIL
Policies currently
available 0 Sample
Policies and Applications

Il List of Environmental Risk

Assessment Firms 0 Waste Disposal,
Treatment and Storage Firms
0 Reference Works and Scientific

Literature 0 Work Treatment and

Pollution Control Technology
0 Environmental Impairment
Case Studies.

Prepared in a loose-leaf format
to ease updating and revisions, the

Handbook is fully indexed to help
you find the answers you need in a
hurry. The Handbook is a valuable
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City

State

Title

Company

Street

risk management tool for anyone
facing questions associated with
pollution and contamination.
The cost for this Handbook shipped
to you is only $75.00.

Visit yourJames office to
examine the Environmental

Impairment Liability Handbook or
to discuss any aspect of this
importantareaofriskandinsurance
management. You can order the
Handbook directly by using the
form at the bottom of the page.

Yes, I am interested in receiving
the James Environmental

Impairment Liability Handbc,c,k.

Name

El Bill Me. El Bill my Company.
Il Enclosed a check for $75.00

for the Handbook and all

currently available updates.

Zip

Mail to: Fred. S. James & Co,, Inc,
Natic,nat Services Division James230 W Monroe Street, Chicago, Illinois 60606
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New York:

220 East 42nd Street, N.Y. 10017 (212) 210-0133

Chicago:
740 Rush Street, IL 60611 ,312) 649-5275

Los Angeles:
6404 Wilshire Blvd., CA 90048 (213) 651-3710

Reporting weekly for corporate risk,
employee benefit and financial executives.

Economy, rate cuts
reducing service
state agents provide

By DAVE GALANTI

As economic conditions deterio-

rate, Illinois agencies are trying to
retain small to medium-sized risks,

including clients that have been on
the books for years.

With even long-term clients
shopping and moving their insur-
ance, agents outsioe of the Chicago
metropolitan area are finding
tnemselves spending more time just
marketing coverage and less time
providing the personalservices
that were their trademark.

1

4

0. Which insurance broker gives you
a program that's tailor-made
for your company's needs?

lili -'J

A. Rollins Burdick Hunter.

ROLLINS BURPIC
HUNTER

Taking Risk Out Of Risk Management
Worldwide

Buyers might be obtaining lower
prices, agents say, but unless they
are a major client, service from
both insurers and agents is falling
accordingly.

Agents say several devastating
factors have combined to ensure

that 1981 will not be a banner year.
Inflation is hiking claims pay-

ments and loss ratios. Insurers' rate

cuts are affecting commissions. The
depressed economy is lowering
payrolls, insurance needs and pre-
miums. And many Illinois agents
are hurting.

The John H. Camlin Co. in Rock-

ford, Illinois' second-largest city, is
seeing the same conditions as al-
most everyone else: All bad.

"My volume was down about 7%
to 8%, primarily because of the
price cutting," says the agency's
principal, Sherwin E. Johnson.
"We have a good amount of con-
struction risks and those are going
very badly right now. Payrolls are
down, and that affects the workers

compensation premiums as well as
other things.

"Our customers also read their

trade magazines, which tell them to
shop around. We were able to re-
tain a hotel that we have been han-

dling for 25 years, but we had to cut
the premium 40% to do it."

Mr. Johnson says he is expanding
personal lines business to add sta-
bility, but otherwise he has no
choice but to ride out the storm.

"I don't know if the bottom is

coming soon or what," he says.
"Even if we are at the bottom, I

don't know how long it will last.
But nearly everyone is hurting, and
we just have to go in with our best
shot and try to gain business while
not losing what we have."

"I think you'll find the situation
is universal, and not just for the
past year," agrees Gerald Butts of
the Oak Leaf-Butts Agency in Mo-
line, a Mississippi River city of
45,000. "In the commercial lines
area. it's been unbelievable. The

premiums have been cut to noth-
ing."

Price cutting has left Illinois
agencies in "absolute turmoil," Mr.
Butts adds. "We have one account

for which I wrote a $5 million um-
brella liability policy for $40,000 in
January 1979. In 1980, I renewed it
for $25,000; it went down to $13,500
in 1981. This year when I renewed
it again, the premium was $6,500.

"With those kind of price cuts,
I've lost every ounce of credibility I
have with my clients. They keep
wondering why my premium
quotes were so high before.

"And it's also bad for us in an-

other way. Prior to 1979, I had a
pretty good idea of what price a re-
newal could be placed at. Today,
the insurers are so erratic that no

one knows what value they will
get.

"The result is that I have to bid

on every account and the work
load is enormous. Clients think

they have achieved heaven on
earth and everyone is shopping,"
Mr. Butts says.

About 20% of the Oak Leaf-Butts

agency's business is in consulting,
and that has helped it keep its head
above water as buyers attempt to
keep costs at a minimum.

Price is the name of the game for
almost all clients. This hits hard on

Illinois independent agents that do
not have a consulting business
buffer because they have always
sold service over price.

"Because of the terrible economic

situation, there is more

Continued on page 34
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Every insurance client who uses compu
ters is a prospect

Today, unauthorized computer access is
a serious problem. News stories every day
confirm it: computer data thieves, industrial
spies, even youthful pranksters, can gain
access to ultra-confidential computer pro-
grams and data banks. And this electronic

,4 intrusion can be extremely costly-consider
the expense involved if the computer
system is shut down, funds or inventory
are transferred illegally, records are

9 7 r: destroyed, or confidential information is
released.

Allit takes is a compatible terminal and
a telephone. And financial institutions are
just one of many targets. Corporations,
universities and others are potential marks
for electronic-age mayhem or malicious
intrusion via telephone lines, satillite trans-
missions or microwave interception, among
others. That's why, in addition to EDP
E&0, Blanket Bond, EDP Property, etc.-
organizations who use or provide computer
services need to be insured against
"electronic interlopers."

But, as expected, Shand, Morahan has
the solution: a policy designed as a natural
complement to existing coverages to pro-
tect against the financial consequences of
"unauthorized computer access." This new

dIA policy provides both first party protection
-'vi and third party liability, and can be custom-

'» tailored to your client's specific needs. It
protects your client not only against fraud-
ulent access to the computer system, but
against mischievous or accidental access
as well.

For complete information on this flexible
new coverage, contact:

Il Shand, Morahan
•&Company, Inc.

One American Plaza, Evanston IL 60201
312/866-2800, Telez 72-4328
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Since 1915,Chicagotleading firms have
*

made Casualty insuranceCompany
protection an important part

oftheirgrowth...

11 1 We're specialists in Workers' Compensation,
- Providing quality protection for only the best risks.
<..'ir The well-managed companies we insure share

our concern for employee safety, and how
effectively their insurance dollars are spent.

The result is-we provide the finest
protection at a lower cost.

Contact an agent who represents us to see
what we have to offer your company.

'.

74

rkers'Compensation ·Commercial Automobile · General Liability

CASUALTY INSURANCE COMPANY
323 NORTH MICHIGAN AVENUE • CHICAGO, ILLINOIS 60601 • PHONE (312) 236-9534

OVER 65 YEARS OF SUCCESSFUL SERV/CE AND CUSTOMER CONFIDENCE
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Many independent agents hurting :
Continued from page 32
pressure on my clients to go with
price:" Mr. Butts says. "Take one
account we have had for 20 years.
This year, we came in with a bid of
$22,100. Another agent said he
could do it for $21,600. The differ-
ence was only $500, but it took that
client three days to decide to stay
with us. That really hurt. Our ego
would have liked them to say right
away the extra $500 was worth it."

"I've been in the insurance busi-

ness for 21 years, and I never
thought I would have to think
about selling only price," says
Bruce Osenberg of the William F.
Wiltberger Co. in DeKalb. a city of
35,000 in the northern Illinois.

"We still don't sell only price, but
that's sure all our clients are buy-
ing," Mr. Osenberg says. "As
agents, we've so educated them to
price cutting that that's all they
want. I cut one risk from $1,500 to
$750 and my client was mad that I
didn't cut it further."

DeKalb is the home of Northern

Illinois University and the pres-
ence of students keeps the economy
more stable in bad times than else-

where in the state, Mr. Osenberg
says. Even so, commercial business
is "blah."

"Last year we had a slight in-
crease in commission income and

probably a slight increase in pre-
mium volume (to about $3 million).
But the construction business is

horrible, auto dealers in general are
in bad shape although we have a
couple of healthy ones, and we've
had a few retail stores go out of
business."

The Wiltberger agency is relying
on its life and health insurance
business to help carry it through
hard times. Life and health risks

accounted for about 9% of business
until recently; today it is about 13%.
In addition, the firm is expanding
east toward Chicago to Aurora and
the Fox River Valley.

"The life and health area is one

Excess and Treaty
Management Corporation

has been acquired by

The St. Paul Companies, Inc.

We represented Excess and Treaty Management
Corporation in the negotiations and acted as their
financial advisor in this transaction.

Donaldson, Lufkin & lienrette
May 12.1982

of our few bright spots," Mr. Osen-
berg says. There, it is not unusual to
see 30% to 40% premium increases."

Until recently, many indepen-
dent agents were not interested in
personal lines coverages because of
the paperwork involved and rela-
tively small premiums. Today,
however, the tables have turned.
Mr. Osenberg says he sees great op-
portunity for his agency in the per-
sonal lines area.

Steve Tyler of Tyler, Fletcher,
Fink & Peterson Ltd. in Cham-

paign, however, says he will stick
to commercial lines.

"Recently, a lot of agencies have
gone into personal lines to build
business," Mr. Tyler says. "We
haven't, and maybe we're missing
the boat. But we want to stick with
what we know best."

The Tyler agency, located in.the
same city as the University of Illi-
nois in the central part of the state,.
writes about $4 million in premium
from a wide variety of commercial
risks, Mr. Tyler says. But despite
the stabilizing effect of the univer-
sity, he terms 1981 a bad year.

"We hung in there with our vol-
ume, but our profits were down-
partly because of some major capi-
tal expenditures such as a phone
system," he says.

"We were more fortunate than

others. The economy is not in good
shape, which hurts us. And there is
also competition from all over.
There used to be about four or five

agents around here that you had to
worry about. Now you have self-in-
surance and association plans of all
kinds."

The result is often undeserved

egg on his agency's face, Mr. Tyler
adds.

"Our customers think we're ab-

solutely bonkers," he says. "On one
risk we bid on recently, we had
premium ranges of $13,000 to $3,000
in my office alone. As a result, eli-
ents that have never shopped be-
fore shop now. One account we
have served for 18 years decided to
shop and left us. They thought we
had been gouging them all these
years."

Agents selling association plans
don't have it easy, either. Mr. Butts
of the Oak Leaf-Butts agency says
he got the following response to a
mass-marketing mailing:

"We had sent out a mailing on a
certain program, and potential cli-
ents were supposed to check one of
several boxes to tell us if they were
interested or not. We got one card
back from a firm that checked the
'interested' box but wrote on the
side, 'I'm not interested in changing
plans, but I need to know what cov-
erages and prices are available."'

While.price cutting may be good
for corporate consumers, many
agencies admit that the service end
of their business may have to take a
back seat, at least for the smaller
risks.

"We have to be quite frank with
our clients," Mr. Tyler says. "You
get what you pay for and on many
accounts today, we just don't make
enough from the risk. Our pro-
ducers still service their own ac-

counts and we think that helps us
maintain our level of service to our
clients. But when you have to
spend so much time out on the
street, its hard to spend as much
time servicing the account as you
would like."

"Service from many insurers
stinks today," adds the Wiltberger
agency's Mr. Osenberg. "The price
cutting has really affected service
from our companies as well. They
quote a lot of risks, but their hit
ratio is low, so morale is terrible.
And the adverse effect of that fil-
ters down to us and the clients."

Mr. Butts of the Oak Leaf-Butts

Agency is concerned about that.
"We're still trying to present that

level of service we have pre-
sented in the past," he says.
"But service takes time. Our

problem is that if we don't find
the time somehow, the clients
get upset and we're more
likely to lose them.

"For us, the smaller ac-
counts tend to be the losers.
We have taken our accounts

that pay us less than $5,000 a
year and assigned them to one
woman. We told her to run

with them and do the best she

can. If a major problem arises,
she can come to us. But we

have to concentrate on the big
accounts and going out to get
new business.

"At one time our hit ratio on
newmbusiness was 90%. Now

we just spin our wheels."
Realizing that it is the agen-

cies themselves that have edu-

cated their clients to shop
around and seek the lowest

price, Illinois agents put much
of the blame for their current

plight on. the insurance com-
panies.

Rampant price cutting and
reliance on investment income

to offset underwriting losses
have decreased agency com-
missions and dried up profit-
sharing and contingency in-
come, they say.

However, Tim Nicould of
Troxell & Co. in Springfield
says his agency, with $6 mil-
lion in revenue, had an excel-
lent year in 1981,· better than
the previous one.

Those results partially came
as a result of negotiations with
his insurers that paid off in
extra dollars.

"Profit-wise, 1981 was the
second-best year we have ever
had," says Mr. Nicould. "This
year is even better. I don't
want to put a hex on us, but
we're very happy right now.

"Like everyone else, our eli-
ents are looking for the most
coverage for the least dollars,"
he says. "But we haven't had
any problem getting our risks
priced right, and that's the
key.

"We've also renegotiated our
agreements with many of our
insurers and that has resulted
in increased commissions and
bonuses in some instances.

We've also arranged with
some insurers to make pay-
ments to them later than we

ordinarily would.
"We're telling our insurers

that we'd like to have a higher
commission level, especially if
we give them new business,"
Mr. Nicould adds. "The com-

pany won't do it for you, but if
you work with them you can
change the contracts. We got a
2.5% commission increase
across the board, except for
workers compensation, from
one of our markets. Our loss
ratios have been good, and that
helped us in our negotiations."

Illinois' only big-broker rep-
resentative outside of Chicago,
MeWethy Brothers of Aurora,
owned by Corroon & Black
Corp., specializes in estate
planning and employee bene-
fits. However, it also focuses
on farm business, which com-
pared with other commercial
risks, has been fairly stable
lately, says Dick MeWethy

Mr. McWethy, who has been
producing -farm business for
more than 35 years, says farm
risks in the past year has been
extremely competitive, but not
subject to the price cutting of
other commercial lines. It's
hard to cut premiums of less
than $2,000, the average Illi-
nois farm premium. m

4

t

T·

f

t'P

1,

f

r

t

4



rt ,

0 110.00,5800,01



36 / business insurance. May 24, 1982

lotiigt,Alir.Lj-**=** s»««, .Sm,*S{id:-F{:-,·*5.*EE-- »:

f Check us out . . .
M Alarm Company Liability (including Errors & Omissions).
64 Security Guard Liability.
f Police Professional Liability.
f Municipal General Liability.
64 public Officials Errors & Omissions.

1-800-531-7205 • 1-800-531-7224 • 1-800.292-5721 (Texas only)

Bayly, Martin & Fay/San Antonio
RO. Box 17800

San Antonio, Texas 78217

WHEN
POLLUTION

RISKS
ARE VOLATILE
WHERE CAN
A BUSINESS

TAKE
COVER?

Environmental impairment is one
of the most insidious, damaging
liabilities imaginable. That's why
Swett & Crawford experts
pioneered Environmental Protec-
tion Liability coverage. And why
we've made that coverage cleaner
than ever before. Our EPL program
helpsyou better protect yourclients
with benefits up to $10 million per
claim, $10 million in the aggregate.
There's unlimited coverage of legal
defense costs. As little as $2,500
deductible. And coverage so broad
it does not exclude genetic and
antenatal damage.

/

* .Al Soft market, economy
hurting CNA's results

By STEPHEN TARNOFF

CHICAGO-Rate competition
among insurers and a weak econ-
omy are taking their toll on CNA
Financial Corp.

Coming off what it calls a "gen-
erally satisfactory" 1981, the multi-
line insurer, one of the largest
based in Illinois, was hit with de-

teriorating underwriting results in
both property/casualty and life in-
surance subsidiaries.

As a result, CNA executives are
planning to cut expenses and in-
c·rease efficiency to prepare for the
possibility of bleaker days while
expanding its sales force and in-
creasing its number of insurance
products.

Above and beyonc Federal re-
quirements for hazardous waste
coverage, this Best's rated A+ IX
protection includes personal injury
and death, property damage, and
impairment or diminutior of any air,
land or water environmental right
or amenity And clear-up costs are
also covered when incur-ed as

legal obligations or, with uritten
carrier consent, as part of efforts to
avoid loss.

Equally important to loss preven-
tion is the assistance you'l! receive
from our affiliated environmental

engineering service. These techni-
cal specialists act as our in-house
experts in an array of industries.
They help identify the potential risk
so that a realistic coverage program
can be constructed.

For more information cn

Environmental Protection Liability
just call our office nearest
you. At Swett
& Crawford,
we've

cleaned up

pollution -<
coverage.

0
t

Swett &Crawford
a subsidiary of The Continental Corporatiln

4201 Wilshire Blvd., Los Angeles, CA 90010
213/937-5411

Atlanta, Boston, Chicago, Columbus, Dallas, Denver, Greensboro, Houston, Los Angeles, New Orleans,
Newport Beach, New York, Portland, San Diego, San Francisco, and Seattle.

Even those changes and a slight
improvement in the first quarter of
this year, however, do not mean
there will be continued improve-
ment this year, Chairman
Laurence A. Tisch told CNA share-

holders recently.
Many of CNA's problems are re-

flections of the property/casualty
insurance industry as a whole,
which experienced its worst under-
writing year in 1981, he said.

"The insurance business is

changing in many ways," he noted.
"There is a great deal we will have
to do to adapt."

CNA senior executives would not

elaborate on the insurance group's
marketing plans and requests for
interviews by Business Insurance
were denied.

CNA's property/casualty subsi-
diaries, including Continental Cas-
ualty Co., sell commercial and per-
sonal lines through approximately
40,000 independent agents and bro-
kers.

During 1981, CNA says it in-
creased its support for under-
writing and servicing large ac-
counts and also for stimulating life
insurance sales from property/cas-
ualty agents.

Commercial insurance products
include workers compensation,
general liability and professional li-
ability coverage, specialty risk and
reinsurance.

CNA's life insurance operations
market individual and group insur-
ance products primarily through
Continental Assurance Co., using
about 25,000 licensed agents.

The corporation also has a con-
sumer finance operation, General
Finance Corp., which makes direct
installment loans to individuals

and acquires automobile finance
contracts from automobile dealers.

In 1981, CNA Financial Corp. net
income dropped to $74.9 million
from $98.3 million in 1980 while

premium volume increased from
$2.38 billion to $2.47 billion. Invest-
ment income rose from $410 mil-
lion to $493 million.

The overall combined ratio for

property /casualty insurance opera-
tions was 111.7%, among the high-
est of the major property / casualty
insurers.

Net operating income from prop-
erty/casualty income was up ap-
proximately $33 million, primarily
due to higher net investment
yields, although underwriting re-
sults have continued to deteriorate

in recent years, according to the
1981 annual report.

Earnings, however, did improve
slightly for CNA during the first
quarter of 1982 as revenues started
to slide.

Net income grew to $39.3 million
from $25.5 million for the same pe-
riod in 1981. Consolidated revenues

were down $1.2 million, to $787.9
million from $789.1 million.

Premiums for the first quarter
were down from $626,000 to

$619,000 while investment income
was up from $112,000 to $131,000.

Overall, Mr. Tisch painted a
gloomy picture for the insurance
industry. "There's tremendous
competition out there," he said.

Edward J. Noha, chairman, pres-
ident and chief executive officer of

the CNA Insurance Cos., said that

the market competition will con-
tinue and that he doesn't foresee a

turnaround in the near future.

"But it has to change sometime,"
he explained, adding that the mar-
ket for underwriting may be better
when investment yields decline.

Approximately 84% of CNA's
voting shares are owned by Loews
Corp. of New York. Mr. Tisch said
at the annual meeting there are no
plans for Lotws to acquire the bal-
ance of the shares. •



The Loss Analysis Record. 
Everyone's got one, but k
none come even close
to EBI's. Ours is more
detailed, more compre-
hensive, a report on the
status of every claim,
whether it be a strain
or sprain, bruise or con-
tusion. And each claim
is broken down into the
following categories:
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SACRAMENTO
CLAIM
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7716582 12/2310:20
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7801455 10.30

7801927 2/ 222:00
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7803048 16'00
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1909650 10:30

SJ7814081 0/ 610:15

to 00
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to:30
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• Injured
• Injury date/time
• Location

1 • Description of
 • Description of injuryaccident

• Cost to daten

19 • Estimated total cost
4 Injury frequency and costs by body part

 As you can see, our recordnot only allows you to
monitor and service your

I policyholder's claims; it
pinpoints potential
problem areas. That can
mean time saved and
fewer accidents.

We're the workers'
I comp specialist with the

most innc)vative programs
in the industry and we

I stand by our record.

EBrsrecord speaks for itsel£

LOSS ANAL¥StS

NAME: 8 8
T MANUFACTURING.

POLICY NO: 881537
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NUMBER OF INJURIES: MDICAL 561 EMN ....

TOTAL

*PANCO v TOTALS
NUMBER Of INJURIES

TOTAL

IS

a0

TOTAL

TOTALS M

TOTAL

p10
THIS

PERIOD

$281.90
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CASH
PAW

58.811.05
09.559.80

%18.370.85
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ADOIT
COST

17.059.68
110.366.20

425.88

ESTIM
TOTAL
COST

$15.835.73119.926.00
$35.761.73

For further information, contact our local office. or call (408) 288-6011 collect, Ext. 293.

© 1982 EBI Companies, Inc.
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Kemper boasts wide array of services
By LEN STRAZEWSKI Group ard Kemper Corp, the in- eral more observed environmental mutual insurer and the largest of mon, has no plans to abandon its ag-

vestor-owned port or. of the group, testing in the NATLSCO industrial tne group, reported a 1981 premium gressive commercial and personal
LONG GRCVE, Ill.-Property is not the .argest insurance instit- hygiene facility It is lot known volume of $752 2 million,up 35%. lines posture. but it is planning on

insurance caEacity highly pro- tion in I. linois. It is significantly how many golfed at the Kemper And as predicted by Mr Luecke continued diversification
tected risk engineering, capti ie smaller tnan State Farm and Ali- Lakes, a separately managed golf 17 1980, life insurance sales from As with Allstate, financial ser-

management, self-insured serv'ces state, the Fersonal -ines giants course also on the KemFer campus the group's three life companies vices may soon command a larger
and environmental laboratories And it Xily ranis .3th in the na- The campus has virtially every continued to grow, increasing 128% portion of attention at Kemper
make the Kemper Group of insur- tion in preperty/casualty insurance resource a policyholder needs and (BI, Dec. 29,1980). Building upon last year's acquisi-
ers the risk manager's choice ir Il- premiums written Illinois provides virtually every- Kemper Corp, which iS 56% tion of Loewi Financial Cos. and its
linois, according to Kemper Corp. But as the four.der of National thing the insurer needs by way of owned by Lumbermens, reported financial operating division,
Chairman Joseph E Luecke Loss Control Service Corp, one of rating freedom and business eli- results also buoyed by the life in- Kemper Financial Services. the

Located on a multiacre campus the first nsurer sibsidiaries to un- mate. Mr Luecke says surance gains Sales, including pre- group will Join others trying to es-
north, est of Cnicago, Kemper bundle t-adittonal insurance com- "011 sure, we're concerned about mium volume and financial ser- tablish one-stop financial shopping

pany services, and owner of one of the insurance premium tax Gov vices revenues, grew to $1 9 billion, centers.
two HPR:fire pritection labora- James Thompson has been kieking up 40% from $1.3 billion in 1980 The Kemper approach will be

Need Form 5500 tcries in North America (Factory around, and we also ha,e the same Operating earnings, however, less grand in scale than Sears/All-
Mutual owns the otter), Kemper concern for the workers compensa- dropped about 4%, from $83 1 mil- state's, however, Mr. Luecke saysE39zsw' 1 has earned a special reputation in tion situation We are not sure open lion in 1980 to only $80 million last "I won't hold out to you that we
Illinois as a risk manager's partner rating is a good idea for comp. But year. Earnings per share slipped si- will be a coiintrywide chain," he

Call (202) 638-0463 In the past year, more than 20 Illinois is absolutely the best place milarly to $6.09 from $6 57. explains "We've got to try this
nsurance Research, Inc risk managers toured the insurance for us to be in business Net investment income, though, technique primarily as a defensive

1341 G St ,NW 0/ash,DC 20005
group's famous HPR lab and sev- "By way of regulation. we don t grew 40.7% to $165 million measure We've no grand plan for a

have a rating law for commerrial Property/casualty lines includ- national network
lines For commercial 1.nes, we can ing private automobile, which "Personally, I think the demands

be Lexible in both price :nd form " make up 60% of Kemper's business, of the disciplines involved-real
President James Hard ng agrees were the hardest-hit by intense in- estate, securities, life and prop-

DC YOU KNOW THEY "The business climate s good The surer competition Kemper Corp erty/casualty insurance-are so de-
CAN? Stewart Smith has regulators generally stay cut of our property/casualty subsidiaries manding that I do not foresee

way on commercial lines and om- earned only $39 5 million in 1981, someone coming to one spot to buy
developed a new program petition sets the price If you be- down from $50 million in 1980, all these services

specihcallv designed lieve in the free enterpr.se system, even though net premiums grew "One-stop financial services will
and priced for the smaller that's the way it should be." almost 5%, to $820 6 million from involve investments, real estate

a In 1981, the Ilhnots el.mate nur- $7846 million. and life products, but I don't fore-
Environmental Inpairment risk. tured nationwide Kenper Group In spite of the intense rate com- see stockbrokers dealing with prop-
Nearly every ma,ufacturer who

a
sales of $2.7 billion, up about 25% petition, Kemper Group, consisting erty/casualty risks I don't think

generates chem cal waste has a from around $22 bill on in 1980 of 14 property/casualty and life in- we will see any of this coming to-
poliLtion exposure But, until Lumbermens Mutual Casualty Co, surers, a self-insured services ccm- gether in any really big way, in
now, smaller Inanufacturers a large commercial and personal pany and a financial services divi- spite of others' predictions " .

ouidn't aford poliLtion insurance.
a

The flexible, wide-rangm
Stewart Smith Environmenral Impairment

Liabilrty program offe-s these high-lighted features and more

"Vision Service Plan has proven to be a
. 73,# „1.1, refreshing experience in these days of in-

ENGINEERI.<G INSPECTION

NO MANDATORP IC, 6/,MMMit#70 efficient vision benefit delivery systems.j Many carriers talk about cost control. Thefor 1 ght or rroderate risks VSP system in actual practice won't toler-
NO EXCLUSION for -0 . ate anything eise."
proddcts liab lit

ON PREMISES FIRST-PARTY Christopher R. Mykrantz, Manager
CLEAN-UP COST COVERAGE Corporate Group Insurance Administration

t,jstandard to 1) m part of the limit E American Motors Corporation

COST EFFICIENT SPECIAL
4

PRCGRAM RATES for
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est, largest underwriter of quality
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non-profit. We control your em-
ployees' out-of-pocket expen-:.

ses. We assure patients free
choice in selection of doctors
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Talk to the Stewart Smitn office nearest you - an Vision
you'll find your clients can afford pollution insurance Service

Stedrt Smit4 55
-Plan -

ber Stewart Wrightson Group The specialists in high quality,
cost-control vision care benefits.

with administrative offices nationwide.

VSP National Association Headquarters
200 South Hanley Street • Suite 509 • St Lou.s, Missouri 63105 • 1-800-325-8499
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E,=* ** most HPR imurers do
wil your 3 year deposit?

Expandwithit
Andyoug,innothing. Bicauseyou

can't makemoney onmoney yrudon thsve.
A*Comm=ardtndiswy. wido

U'inpwwiiinms,an.'./*
only get themost fearies; under,nite,sin
thefiekLAnd amgincer: wholookatyour

But most importantly, Frugetan
insurmneecompnny that won" hog your

=#Wdi'sa three oreven,iveyear

Becauseyou poy just.eyer at a
Ime. And.ae the ret tosen. ye*lr...

You con goto acmtoneelae Rnd let

Industry Insuiwerompeny
A uae thessmemeney togrow a

littleyoundf.
Con--al--0.4

".NG--*
Lkt us take the risks.
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Before the above ad ran, a lot ofHPR
insurers insisted on a three year deposit
premium up front. Which was like asking for
a three year premium, plus a sizeable deposit.

After the ad ran, they decided maybe
that wasn't such a good idea after all.

So they tried getting closer to the way we
do business. By only asking for one third of
that money the first year.

But the facts remain. They still ask for a
deposit premium. And we don't.

At Commerce & Industry, you pay just

I #

one year's premium at a time. That's all.
Which means that each year we can still

tie up less ofyour money than they do.
And we have a lot ofother advantages, too.
Only this time, we're not going to tell

anyone about them in an ad.
Commerce & Industry Insurance Co.

The AIGCompanies.
Let us take the risks.

For more information, contact Commerce & Industry Insurance Co., 222 South Riverside Plaza, Illinois 60606, (312) 468-8840
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INSURANCE
FOR BANK AUTO LEASING

Wemakesureyouarecoveredbya
high-quality carrier

All ed with major carriers, we have long experience with

this difficult-to-place insurance. We make tt easier for you

with 3 qiality program cf insurance designed specifically
for Bank Auto Leasing We could provide broader cover-

ages at substantial savings.

• Lessors Excess Liability
• Lessors Contingent Liability
• Lessors Contingent Physical Damage
• Interim Car Coverages

We invite your inquiry and your business.
Call or write RON RUANE

Paige-Ruane's
Formerly

a subsidiary 0/
International Risks

The Irwin Building <alKing of Prussia, PA 19406
(215)265-4170

t

*,surance Agme

Frank 8 Hail

Alexander & Alexander

Arthur J. Gallagher
& CO.

Will Allstate downplay
commercial business?

By LEN STRAZEWSKI

NORTHBROOK, Ill. The "good
hands" of Allstate Insurance Cos.

are folded and waiting as its parent
Sears, Roebuck & Co. plots a mar-
keting strategy based on one-stop
financial shopping.

Sears, which also owns real es-
tate broker Coldwell Banker and
securities broker Dean Witter

Reynolds, is expected to parlay the
in-store retail strategy that made
Allstate into a household name to

an even more impressive program
that provides almost all personal
consumer financial services.

Cork" 8 Black

Fred S James

Johnson & Higgins

Will Allstate, the second-largest
insurance institution in both Illi-
nois and the nation behind Bloo-

mington-based State Farm Mutual,
be lost in the reshufflir.g?

That's not likely, insurance in-
dustry sources -5, rhough the
group's 4-year-0.d commercial
lines venture may 10-e the lime-
light to Sears' mcre pc Dsonal lines-
oriented plans.

Although Allstate executives, in-
cluding new Chairmar Donald F.
Craib Jr. and President Richard

Haayen, refused to discuss the in-
surance group's future or its role in
the proposed Sears f: iancial ser-

Marsh & Mclennan

vices strategy, Allstate is expected
to remain a favorite of new Sears

President Archie Boe, formerly
chairman of Allstate.

Wither goest Sears, so goes All-
state.

Or maybe the other way around.
In 1981, the cash-rich insurance
group contributed $190 million to
its parent company from net in-
come of more than $406 million,
following a similar-sized contribu-
tion in 1980.

Although last year's income was
down about 10% from the more

than $450 million earned in 1980,
overall premium volume grew 10%
in 1981 to $6.8 billion from $6.2
billion in 1980.

Investment income also grew,
rising more than 18% to $510 mil-
lion in 1981, according to Sears'
1981 annual report, helping to off-
set growing losses and expenses
that drove the insurer's combined

ratio for property/casualty lines up
to nearly 107% from about 102% in
1980.

Life insurance in force rose $5.4
billion during 1981 to $34.3 billion,

and life and health insurance pre-
mium, including some corporate
employee benefit coverages, rose
$120.2 million to $625.3 million.

The commercial lines portion of
the Allstate financial picture, how-
ever, is not quite so huge or dra-
matic.

Allstate, since 1978, has been at-
tempting to carve as strong a niche
in commercial lines as it has in per-
sonal lines with Northbrook Prop-
erty & Casualty Insurance Co. and
Northbrook Excess & Surplus In-
surance Co.

However, it has never quite sue-
ceeded.

The Allstate Group received only
$210.7 million in net commercial
premium in 1981, with $135.6 mil-
lion in small commercial packages
and automobile coverages sold
under the Allstate name dominat-

ing.
Northbrook Excess & Surplus

wrote only $29.8 million in net pre-
mium, down signifcantly from 1978
when it ranked second among ex-
cess/surplus insurers in the U.S.

Last year, also, Northbrook Ex-
cess & Surplus was involved in at
least one major disaster, the Hyatt
Regency Hotel skywalk collapse in
Kansas City, Mo. Northbrook pro-
vided some $25 million in coverage,
retaining about 10% of risk. Exactly
how much the insurer actually will
pay rests on the results of a series of
lawsuits over the coverage.

Norpac, as executives call the
primary commercial insurer, man-
aged to write only $45.3 million in
net commercial premium by tar-
geting office buildings, condomin-
iums and apartment complexes.

The most recent addition to the

Allstate group, it also was consid-
ered a prime market for commer-
cial automobile fleet risks, accord-
ing to Illinois brokers, but part of
that premium volume came from
commercial fleets that had been

carried on the Allstate division's
books. •

l



INTRODUCING THE METAMATRIX SYSTEM.

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

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

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

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

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

For more information on America's leader in health care coverage, contact
your local Blue Cross and Blue Shield Plan.
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Most commercial rates in state unregulated
By EILEEN NORRIS

CHICAGO-Illinois may be oon-
sidered a wide-open place to buy
inst-rance because it doesn't have a
rating law for mos. commercial
lines.

But that doesn't mean the state
has a lax regulatory environment,
Regulators say employers and in-
surers doing business in the state
share the best of both worlds.

In Illinois, the buyer has to know
how to go out and shop around for
the best insurance buy, says Ken
Smith, a deputy director of the lili-
nois Insurance Department.

The department's job is to make
sure that those selling insurance
play by the rules of the game so
that employers don't wind up being
insired by an insolvent company,

Mr. Smith adds.
"Most buyers know how to go out

and shop on Erice, but the insured
canno: know if a company is sol-
vent, ' he says.

"The buyer has the be st of both
worlds in Illinois. There': competi-
tion on price anc decent protection.

"Illinois rates are very compet.-
tive and probably cheaper than
most other states."

However, not all Illinois insur-
ance regulaticn .s as liberal, he cau-
tioned. "We have some of the
tougher laws around," he says.

All insurer. that are domiciled in
the state must be licensed to do
business here, says Mr. Smith,
though non-admitted insurers can
apply to get on an approved list of
excess /surplus insurers.

Tc qualify for that list, an insurer

D

t f'

.- e 21*

-f *

'.l

must file financial data and an an-
nual repirt that the Insurance De-
partrnen: reviews tc see if the com-
pany is in good finarcial standing.

"If the company i: not cn the list,
the insured has to sign a consens
form that they're auare of that fae.
and the policy gets a big fat stamp
that says, 'This pol.cy is is,sued by
an insurance company not author-
ized to do business in Illinois and
not backed up by E guaranty fund

"'

should it become insolvent.
The Insurance Department also

employs market conduct examiners
who make sure insurers keep t)
certain standards such as issuing
the policy on time paying claims
within : reasonable arroLnt of time
and nol discriminating against a
polieyholder for any reas,n.

"The consumer Days for insur-

1

ance and we make sure the insur-
ance company is paying the
claims," said Mr. Smith.

"Illinois is only relaxed from the
standpoin: of price. There is not a
need for a rating .aw. OLr market
conduct examiners do find prob-
lems when they go over an insur-
ance company's book of business
and sometimes money is returned
to the consumer."

Even as licensed insurers corn-
pete openly with price and broad
coverage, the excess/surplus mar-
ket stands ready to fill in any gaps.
The regulatory environment allows
for fast movement and creative
pric.ng.

One of the major underwriters in
the state agrees tnat Illinois has a
healthy regulatory environment.

"We have a super thing going for
us here," says Thomas F Sheehan,
presiden-- of Thcmas F Sheehan
Inc , an excess,surplus under-
writing manager in the Chicago
suburb of Schaumburg.

"I applaud the fazt that Illinois
doesn't require rate approval for
commercial and personal lines of
insurance. In fact " te says, "the In-
surance Department will not accept
filing of rates. We tried to do it
once and they prere sent back to
US '

Insurers in Illino.s are required
to lile policy forms, an application
to do business and any applicable
endorsements with the Insurance
Department for approval, but that's
where the process usually begins
and ends.

The only exception would be if
the insurer changed a policy form.
Then the company would have to
gel the department to approve

.e

whatever changes it filed.
Illinis' lack of a rating law, ex-

cept for workers compensation,
makes it a desirable and competi-
tive marketplace for the buyer and
seller, adds Mr. Sheehan.

"The market makes the rates in
Illinois," he says. "The market is
the best regulator, regardless of
contrcl."

The environment isn't the same
in neighboring states.

Wisconsin, for example, has a
use-and-file system for rate filings,
but the Insurance Department has
the authority "to pull the rug out
from -inder you if they don't agree
with your rates," Mr. Sheehan says.

Ind.ana has no prior approval for
insurers, but the company must file
the rate being charged and the In-
suranze Department has the option
of taking issue with the rate, he
adds.

Illinois wasn't always such an
open market.

Before 1969, Illinois had one of
the most stringent "prior approval"
laws on the books, Mr. Smith says.

Th at year, the General Assembly
approved a two-year experiment
that temporarily wiped the prior
approval system off the books.

When the experiment concluded
in 1971, prior approval wasn't ren-
ewed and Illinois became a
progressive state with no rating law
for any insurance line except
workers compensation.

The current insurance director,
Philip R. O'Connor, is urging the
General Assembly to approve a
competitive rating bill for workers
compensation so insurers wouldn't
be required to file rates for ap-
proval (see related story, page 16). i
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DON'T JUST REACH
FOR CHICAGO BUSINESS.

GRAB IT.
There are a number of ways you can reach for Chicago's

influential executives. But there's only one way to get hold of
them. In Cmink Chitago Business

It's the papeF Chicago's important business leaders read
week after week for important business news.
And scoops they can't get anywhere else.

4 S

It'sthepaper where 55.3% of our subscribers are inupper
management and hold the title of CEO, President, Board Chairman,
Owner, Partner, Vice-President, Financial Officer or Assistant
Vice-President. And 42.9% are in middle management.

It's the paper where 52.2% of our subscribers influence
corporate insurance policy. Corporations with 100 to 10,000 +
employees.

Craink Chicago Business is the paper that can give you a
grip on Chicago business. Like no other paper can.

CraiChicagoBusiness
For advertising information, call (312) 649-5370.

Crain's Chicago Business is published by Crain Communications, Inc., Publisher of Business Insurance.

*Subscriber study by the Center for Marketing Sciences,
Northwestern University, 1980.
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Illinois exchange expanding its capacity
By STEPHEN TARNOFF mium taxes. change bsiness have accumulated -7- ----1

For brokers, it could mean plac- enoLgh cap.tal to bring the total to
CHICAGO-After more than six ing lr.surance more efficiently in more than $13 mill.or.

months of operation, the Illinois In- one central location, more competi- In addition to established insur-

surance Exchange appears ready to tive premiums and lower admmis- ers, syndicates als: may be formed
take off trative costs by individuals, partnerships, cor-

Although the marketplace still Mr Skelton says several things porations associa:tons or limited
has a long way to go, Executive must occur befo-e the exehangE be- partnerships A syndicate must i

Director James M Skelton says the comes a malcr excess/surp.Ls and have a minimum of $2 million in
time is not far off when Illinois w ill reinsurance underwrner capralization to be approved
boast of a competitive central m- • Syndicates will need suffiment The minimum premium on a di- , 1--=---/i--4 -/IU j

-.

surance market where brokers can capitalization tc underwrite nalor rect risk on the exchange is $50,000,
rapidly place major risks with s:a- risks but :he mir imum .an be waived if

4 1 ** f .

ble underwriting syndicates • The exchange w.11 have to 11- a broker 'Les an aff.davit that in-
The exchange's backers cite ad- lustrate to buyers and orokers that surance car't te tought from state-

vantages open to underwriters and it is a secure market authorized insurers A syndicate
brokers that use the exchange • There mus: be enough broker can wrne Lp t) 10% of its capitali-

Ploto Mary Cairns
rather than usual underwriting members to brir g in business zation on a single risk
procedures So far, three syndica:es are ac- Although the erchange has been were already committed to the It is "somewhat surprising" that

For underwriting syndicates, the tively underwri:ing Two more will in the formasive stages for several New York Insurance Exchange, the exchange so far has primarily
exchange could mean less over- be a:tive by Jily and four others years, it did not become operational Mr Skelton says. underwritten reinsurance, Mr
head, less regulation, lower capita- have been approved by :Fe ex- until Nov 20, 1981, when it was is- .It doesn't happen overnight," he Skelton says, and he expects that
lization costs and escape from pre- change board of trustees, an ex- sued a certificate of authority by says of the difficulties in bringing eventually the bulk of the business

change spokesn: an said the Illinois director of insurance ir business "Problems in the in- Will be excess/surplus coverages
In addition, 23 brofers ave One reason for the delays in be- dustry have hampered the develop- However, reinsurance is easier to

Need signed up with the exchange ginning operatiors H as the soft in- rr_ent of the exchange write, he admits

6%,WIT? Each of the ajtive syndicates is a surance market, IL hich has made it "We see it as an ideal time for In addition to Lloyd's of London
subsidiary of a major U S nsur- easj for oroiers zo place difficult laying the groundwork to build and the New York Insurance Ex-
ance group, and the total capitaliza- risks wit) insurers that would ordi- rrarkers " change, the Illinois Exchange will

Call (2021 638-0463 tion cf the trio i: $8 55 million. narily reject them. Ultimately, the exchange will have to compete with the Insurance
'nsurance Research, Inc

 1341 G St NW, Wash,DC 20005
Two of the sindicates that have In addinon, syndicates that might underwrite major, hard-to-place Exchange of the Americas in

' been approved to underwrit2 ex- have Joired the illinois exchange risks associated with industries like Miami when it opens for business
gas and oil exploration, coal lique- later this year
faction, and robotics, he says Mr Skelton believes the Illinois

"There isn't enough capacity for exchange will be a superior alter-
sophisticated risks," he says "These native, in part because of the state's
r sks are very difficult to place The more favorable regulatory climate
growth of these requires tremen- In New York, the state insurance

dous amounts of insurance As we code applies to the New York In-
i , r. 4-3 , develop capital and underwriting surance Exchange unless the ex-

tel *4 . I talent, these will make the Illinois change lS specifically excluded

Wide
746«- rb /1r/11"r» 4:- 1: & /2 Insurance Exchange from it, Mr Skelton says But in Il-

"Our Job is to advertise the ex- hnois, the insurance code does not
change to brokers to go out and get apply to the exchange unless it is
markets," he adds specifically stated

Although Mr Skelton declines to The distinction is important be-
disclose the amount of premiums cause it frees the Illinois exchange
:ne exchange has written, he says and its brokers from unnecessary
about 40 contracts have been writ- regulation, Mr Skelton says

.
t; 8-, '- ten so far, mostlb reinsurance trea- Illinois also has less restrictive

t es The risks include satellites, capitalization requirements for
.

I . .. railroads and utilities plus excess syndicates, fewer limitations on the
insurance for the Tribune Co and placement of direct insurance andHerizans<b -== the Roman Catholic Archdiocese of no restriction on the broker owner-

Ck', 444*k - Chicago (BI, Nov 30, 1981) ship of syndicates
Although none of the syndicates "There's less hassle, no free trade

=- as yet specializes in underwriting zone and no Regulation 41," Mr
any particular risks, Mr Skelton Skelton said "Regulatory require-

F , 419*rdi 4/'I. fully believes that such specializa- ments are not that necessary "'15 3*11 tion will be an important function In addition, there lS no Illinois

of the exchange premium tax on risks placed with
. 0 1 .8- El

£- One way the exchange lS seeking the exchange
to expand markets and obtain more While regulations will be kept to

*41#04--2 MA#N'*+ brokers is through the ability to do a minimum, the exchange does
" " 7 -=' 3'3*_r*5&1_-#6 ***r business in all states provide guarantees for buyers

1-

The exchange has applied to be- against syndicate insolvency
.. ...

come an approved reinsurer and a Mr Skelton believes inclusion of

= 1 - -461434#*79 non-admitted insurer in every state such guarantees will be an impor-
--54':,„E and already meets the qualifica- tant selling point for the exchange

' " 4'1.' tions in at least 15, he says Continued onfacing pageW.
I . .
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Continued from facing page
A guaranty fund was originally

included in legislation setting up
the exchange, but it was subse-
quently changed to an Immediate
Access Security Fund.

A syndicate must contribute 50%
of its capital to the fund. If the syn-
dicate becomes insolvent, only the
funds contributed by the insolvent
insurer would be used to pay the
policyholders, unlike a guaranty
fund where contributions by all
participants are used for payouts.

However, the setup is now being
reviewed by an exchange task
force, and Mr. Skelton says the ex-
change might revert to a traditional
guaranty fund.

The exchange also once had
grand plans for an elaborate com-
puter system, but they have been
placed on the back burner.

Conceivably, with the proposed
computer system, brokers and un-
derwriters could transact business
from remote places through data-

Illinois exchange
OKs 23 brokers,
nine syndicates

CHICAGO-The Illinois Insur-
ance Exchange has 23 broker mem-
ben and has approved nine under-
writing syndicates.

A syndicate may be formed by an
individual, partnership, corpora-
tion, association or limited partner-
ship. It must have and maintain
minimum capitalization of $2 mil-
lion, 75% of which may be in the
form of acceptable letters of credit.

Any licensed Illinois broker, resi-
dent or non-resident, or reinsur-
ance intermediary can apply for a
broker membership by submitting
an application to the exchange. The
annual fee is $1,000.

The three syndicates already
operating on the exchange are:

• Midwest General Syndicate
Inc., operated by Reliance Insur-
ance Co.

• LWB Syndicate Inc; operated
by International Surplus Line In-
surance Co.

• Sentry Syndicate/Illinois Inc.,
operated by Sentry Insurance Co.

Six other syndicates have been
approved by the exchange, but
have not begun underwriting:

• Travelers No. 2 Syndicate,
operated by Constitution State
Management Co.

• RCA Syndicate, operated by
Reinsurance Co. of America.

•. First Management Syndicate,
operated by The Bliss Group Cos.

• Lincoln Union Syndicate,
operated by INA Trading Corp.

• Nutmeg Syndicate, operated
by The Hartford Insurance Group.

• Northbrook Syndicate,
operated by Northbrook Excess &
Surplus Insurance Co.

The broker members are:
• James S. Kemper & Co.
• Stewart Smith Mid America,

Ltd.

• T.J. Adams & Associates Inc.
• Frank B. Hall & Co. of Illinois

Inc.

• Thomas A. Greene & Co. Inc.
• Thomas F. Sheehan Inc.
• Insurance Broker Services

Inc.

• J.L. Kelley Inc.
• Geo. F. Brown & Sons Inc.
• L. W. Biegler Inc.
• M.E. Pritikin & Co. Inc.
• E.W. Blanch Co.

• Morency & Associates.
• Bowes & Co. Inc.
• Corroon & Black of Illinois

Inc.

• Near North Insurance Agency
Inc.

• Rollins Burdick Hunter Co.
• Balis & Co.

• NBA Excess & Surplus Lines
Inc.

• NAS Ltd.

• O'Connor & Associates Ltd.
• First National Underwriters

Agency.
• INTERE Intermediaries. i

processing terminals.
Although such a system ran

counter to the idea of a central
market, the exchange initially fa-
vored the proposal. However, "It
was a blessing in disguise we didn't
use it," he says. "We further found
that underwriters probably
wouldn't want it. Until the technol-
ogy is exposed to all potential play-
ers, it probably won't happen.

Where is the Illinois Insurance
Exchange headed?

Mr. Skelton is reluctant to make
projections on the premium volume
or number of syndicates and bro-
ken it will eventually attract. Ear-
lier projections of $200 million in
premiums, 75 brokers and 25 syndi-
cates have been toned down.

Although he isn't counting on
those projection, he hasn't ruled
them out, either. "It's not far-
fetched, yet it hasn't happened.

"I've learned until you get them
on the dotted line, you don't have
them." •
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is our business.
Use this form, or the card in this issue, to enter
your subscription to Business Insurance.
Or call (312) 649-5221.

A full year, 52 weekly issues, $40.
Just 76¢ a copy.
Business Insurance
Circulation Dept. 740 Rush Street Chicago, IL 60611

BO
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Business Insurance:
Please E]enter or E]renew my subscription
at $40 for a full year, 52 weekly issues.
(Canada add $14 for surface delivery, $50 for air delivery.
Europe & Middle East add $35 for air delivery. All other foreign
add $14 for surface postage.)

O Payment enclosed. O Bill me. D Bill company.

name · (please print)

title

oompany

nature of business

0 business or 0 home address

0
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city state/country zip/postal code

D Please send information on your special 25%-off group rate
for live or more subscriptions.

0 I prefer not to receive information or advertising by mail from
companies not affiliated with Crain Communications.

Mall to: Business Insurance
Circulation Dept 740 Rush Street Chicago, IL 60611
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PAID PRESCRIPTIONS
A SUBSIDIARY OF COMPUTER SCIENCES CORPORATION
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Benefit budgets are rising out of sight.
If the prospect makes you uneasy, you'd better claims service. And PAID's nationwide providerstart looking for a reliable anchor. PAID cost- network is everywhere. Tie down ballooning bene-containment services. PAID brings your budget fit costs for good. Ask yQur insurance company,back down to earth and keeps it there. It lets your consultant, or broker about PAID. Write or call
9rganization beat inflationary updrafts with PAID Prescriptions, P.O. Box 434, Paramus,enhanced prescription drug, vision, and hearing New Jersey 07652, (800) 631 -1679.

More than 55,000 providers nationwide
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Support for pension insurance program
appears to wane in new political climate
WASHINGTON-Congress may cut pension

benefit guarantees now promised by the federal
government as costs continue to rise, a former con-
gressional staffer warns.

"There is less confidence that a pension insur-
ance system is affordable," says Steve Sacher, for-
mer general counsel of the Senate Labor and
Human Resources Committee.

Speaking before the Assn. of Private Pension &
Welfare Plans conference in Washington, Mr.
Sacher said support for a pension insurance system,
as set up in 1974 under the Employee Retirement
Income Security Act, has eroded in the new politi-
cal climate in which individuals are expected to as-
sume more risk.

"We may see continued cutbacks in PBGC guar-
antees for plans," Mr. Sacher said.

The Pension Benefit Guaranty Corp. is a federal
agency that guarantees workers' pension benefits

42#2#11 i
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through an insurance program.
Looking ahead, Mr. Sacher, now an attorney

with Pepper, Hamilton & Scheetz, said the possible
removal of the mandatory retirement age-cur-
rently 70-will trigger battles over whether work-
ers who stay on past a firm's normal retirement age
will be able to accrue pension benefits.

Benefit accruals can now cease at age 65.

The pension attorney also predicted that em-
ployees will be given more opportunities to choose
from a variety of employee benefits. Unions and
employers will shed their role as "locus parentis,"
Mr. Sacher said.

Mr. Sacher urged employers to take a more ac-
tive role in benefits lobbying.

"Don't be afraid to get your hands dirty in the
political process. You have to play hardball.

"If you are not serious, you might as well forget
about it," he said.
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MakeYour Mark

Sen. Nickles urging
changes in PBGC laws
Continued from page 3
said one of the most important pro-
visions in the Economic Recovery
Tax Act of 1981 allows workers
covered by pension plans to set up
their own Individual Retirement
Accounts.

"It was a positive change. . .to get
away from the concept that the
government should be the provider
from cradle to grave," he said.
"IRAs are a boost to the private
system."

Sen. Nickles also said Congress
can't afford to wait much longer to
put the financially troubled Social
Security program back on its feet.
"The sooner we do it (make
changes), the better it will be. We
shouldn't wait until a crisis situa-
tion."

You can make a lasting impression on your customers and prospects.
On June 28, Business Insurance will publish its annual AgendBroker Profiles issue.
This is an ideal time and place to firmly imprint your unique capabilities in the
minds of those financial executives, corporate risk managers, and other industry
influentials vital to your business.

Reach these important readers when they're most receptive-while they're reviewing
all the news and happenings in the fast-changing world of U.S. and international
brokers, large and small.

You'll increase awareness of your operations in the issue that gets read, re-read, and
then retained for reference. Tbats impact.

Make sure your products and services will be singled out and noticed. A dominant
size ad with a distinct message will make your mark.

For space reservations, call or write one of the Business Insurance sales offices in
your area.

AGENT/BROKER PROFILES
publishing June 28 ad closing June 15

If you're in the insurance business,
you belong in

business
insurance
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A Publication of Crain Communications Inc.

NewYork: 220 East 42nd St., NY 10017 (212) 210-0133 Chicago: 740 Rush St., IL 60611 (312)649-5275
Los Angeles: 6404 Wilshire Blvd., CA 90048 (213)651-3710

Mr. Nickles said Congress will
have to consider pruning Social Se-
curity sacred cows like the auto-
matic indexing of benefit increases
to hikes in the Consumer Price
Index.

"We have to touch the untouch-

ables as we put our fiscal house in
order," he said. "We have to live
within our means."

Sen. Nickles also urged benefit
managers to get more involved in
the political process as Congress
considers changes in Social Secu-
rity and the Employee Retirement
Income Security Act.

"Ninety percent of people in the
Senate and House know very little
about ERISA. That is why we need
your help," he said.

Cap on benefits
is risky: Expert

WASHINGTON-The Reagan
administration's plan to reduce
health care inflation by limiting
the tax-free benefits an employer
can provide may backfire, a benefit
expert warns.

A cap on tax-free health insur-
ance benefits "could turn the clock

backward," says Stan Jones, a vp in
Blue Cross/Blue Shield's Washing-
ton office.

Speaking before the Assn. of Pri-
vate Pension & Welfare Plans con-

ference in Washington, Mr. Jones
said a cap on benefit tax breaks
would not achieve cost-contain-
ment goals.

Supporters of the so-called pro-
competition approach, like David
Stockman, director of the Office of
Management and Budget, say that
tax-free health insurance benefits
have fueled the tremendous infla-
tion in medical Costs.

Since these employer-sponsored
plans cover almost all health ex-
penses, employees have little in-
centive to control costs, boosting
the demand for health services and
placing mounting inflationary
pressures on the health care deliv-
ery system, pro-competition advo-
cates say.

By limiting the amount of tax-
free health insurance that an em-

ployer could provide and giving
employees tax incentives to choose
low-cost plans with high deduct-
ibles and coinsurance, employees
would have a greater personal
stake in controlling health care
costs, according to their argument.

But Mr. Jones doubts that would

happen. As deductibles are raised
for office visits, employees might
seek more care in high-cost hospi-
tals, he said.

And the pro-competition ap-
proach, like barring employers
from taking deductions on pre-
mium payments exceeding $150 a
month for employees with family
coverage-an idea recently en-
dorsed by a Reagan administration
task force (BI, Dec. 14, 1981)-could
pose new administrative burdens
for corporations, Mr. Jones said.

For example, employers who
fund group health insurance pro-
grams through retrospectively
rated plans, in which the premium
is adjusted based on the firm's ex-
perience, would have difficulty
measuring premium costs at the be-
ginning of a fiscal year.

At the same health care session,
Dr. Robert Rubin, assistant secre-
tary for planning and evaluation at
the Department of Health and
Human Services, said the unveiling
of the administration's pro-compe-
tition proposals has been delayed
by the current stalemate over the
federal budget.

At the moment, President Rea-
gan has not taken a formal position
on pro-competition proposals, Dr.
Rubin stressed. •
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Social Security loophole dangerous: Svahn
WASHINGTON-Social Security, which already is skating on thin

ice. could be hit with enormous new financial problems if more em-
ployers take advantage of a loophole in the law and opt out of the
program, an expert warns.

If all non-profit organizations and state and local governments with-
draw from Social Security, as allowed by current law, the program
would lose $18 billion a year in payroll taxes, says John Svahn, com-
missioner of the Social Security Administration.

Because of this potential massive loss, Mr. Svahn said he wouldn't be

Tax hikes not the cure: Romig
WASHINGTON-Raising Social Security payroll taxes is not the

solucion to the public retirement program's financial ills, a benefit
expert says.

When Congress approved a series of major FICA tax hikes in 1977
amendments to the Social Security Act, some politicians thought
funding problems were solved.

But despite those hefty payroll tax increases, Social Security is in
worse shape than ever. Higher taxes "didn't work in 1977 and they

won't work again," according to Michael Romig,
director of employee benefits at the U.S. Chamber of

 Commerce.
Speaking before the Assn. of Private Pension &

Welfare Plans conference in Washington, Mr. Romig
4*** said the best way to shore up Social Security's fiscal

base is to stop the overescalation of benefits.
Mr. Romig said one reason Congress has been re-

luctant to tamper with Social Security benefits has
been the fear of arousing the anger of one of the

Mr. Romig nation's most politically powerful voting blocs: the
elderly.

But Mr. Romig said retirees may be a lot more
willing to accept Social Security benefit cuts than Congress be-
lieves. "It is a myth that older workers won't accept benefit reduc-
tions," he said.

For example, a recent Gallup Poll revealed that only a third of
older people surveyed said they would vote against a congressman
that supported the elimination of automatic cost-of-living increases
in Social Security benefits, Mr. Romig said.

"Retirees are willing to accept COLA reductions," he said.

surprised if a special Social Security commission set up last year by
President Reagan recommends universal Social Security coverage.

In addition, Mr. Svahn told those attending the Assn. of Private
Pension & Welfare Plans conference in Washington that Congress
might amend the Social Security Act to bar non-profit organizations
from leaving the Social Security program.

In fact, Rep. J.J. Pickle, D-Texas, already has introduced legislation,
H.R. 3204, that would prohibit non-profit organizations, like hospitals,
that had not filed withdrawal notices as of March 25, 1981, from opting
out of Social Security (BI, May 10).

While Mr. Svahn is optimistic that Social Security's short-term fi-
nancial problems-caused by higher-than-expected in-
flation and unemployment rates-can be solved, he is 
worried about the program's fiscal stability over the long haul.

Major problems will begin after the turn of the cen- 
tury when the baby-boom generation of the 1950s and ' '-],jj
19605 retires and has to be supported in the pay-as-you-  j# ]
go program by the baby-bust generation of the 1970$. I# --*lJI"The depletion rate (in trust funds) after .
2010. . .makes the depletion rate now look like child's illi *I::illillilll
play," Mr. Svahn warned. Mr. Svahn

Mr. Svahn laid part of Social Security's financial
problems at Congress's doorstep. "Mention Social Secu-
rity and members of Congress turn tail and run. They are not writing
'Profiles in Courage' on Capitol Hill," he said.

Right now there are only two steps Congress can take to shore up
Social Security: raise payroll taxes or cut benefits.

Benefit cuts are nothing new, Mr. Svahn pointed out to those who
say that only the Reagan administration wants to reduce benefits. For
example, 1977 amendments to the Social Security Act reduced benefits
by about 25% to workers who were born after 1916, the Social Security
commissioner explained.

Mr. Svahn said President Reagan set up a bipartisan commission last
winter to draft long-term solutions to overhaul Social Security after ·
the administration's proposals to cut benefits ignited a political fires-
torm and had to be withdrawn.

"We caught a lot of flak and the president pulled back," Mr. Svahn
said. The National Commission of Social Security Reform was created
to hammer out solutions "so we don't have to talk about Social Security
going bankrupt every two years," he explained.

President Reagan's Social Security commission is expected to release
its recommendations after the November congressional elections.
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El Salvador, Iran
most risky: Study
Iran are the two riskiest nations in

which to invest, a recently released
political risk survey says.

The F&S Political Risk Letter,
prepared monthly by Frost & Sulli-
van Inc., ranks El Salvador and
Iran as the most risky nations in all
five of their criteria.

Those categories are: probability
of business loss from political tur-
moil, financial risk, manufacturing
and extractive risk, exporting risk
and a five-year overall outlook.

The current rightist government
in El Salvador has a 60% chance of
staying in power for the next 18
months, the survey says. Ayatollah
Ruhollah Khomeini only has a 53%
chance of retaining control in Iran,
it says.

According to the survey, the 10
nations that pose the greatest risks
(in descending order) in each of the
five categories are:

• Political turnmoil-El Salva-

dor, Iran, Bolivia, Libya, Za:re,
South Africa, Zambia, Israel, Iraq
and Mexico.

• Financial risk-El Salvador,
Iran, Bolivia Costa Rica, Egypt, Ni-
geria, Zaire, Zambia, Pakistan and
China.

• Manufacturing and extractive
risk-Iran, El Salvador, China,
Iraq, Nigeria, Bolivia, Libya, Nica-
ragua, Zimbabwe and Yugoslavia.

• Export risk-El Salvador,
Iran, Libya, Bolivia, Egypt, Zam-
bia, Zaire, Nicaragua, China and
Nigeria.

• Five-year outlook-Iran, El
Salvador, Botivia, Nicaragua, Zam-
bia, Pakistan, Iraq, Zaire, Egypt
and Libya.

The F&S survey includes 68 na-
tions. Most Communist regimes are
excluded. .
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Federal judge upholds multiemployer law
Continued from page 3
ployers to walk away from a mul-
tiemployer plan and not have to
pay for a single dollar promised to
participants as long as the plan did
not collapse within five years after
the employer left.

Employers, meanwhile, fought to
keep their contributions to the
plans low, while union trustees
tried to win higher benefits.

As a result, some of the plans
racked up enormous liabilities. If
the 200 multiemployer pension
plans experiencing financial trou-
ble were to collapse by 1988, the
Pension Benefit Guaranty Corp.,
the federal agency that guarantees
benefits, would be swamped with
billions of dollars in liabilities.

To pay for those liabilities, the
PBGC would have had to raise ter-

mination insurance premiums to

extremely high levels that would
have discouraged membership in
multiemployer plans.

The "cure" to this dilemma, as

embodied in the 1980 law, was to
make employers that left the plans
pay for the promised benefits.
Since employers knew they could
be hit with big claims, it was be-
lieved they would take a more ac-
tive role in the plans and keep con-
tributions in line with benefits.

Such a provision protects "the in-

terlocking interests of the PBGC,
its premium payers, the non-with-
drawing employers and the vested
employees," Judge Getzendanner
said.

"It does so at the expense of the
withdrawn employers, the parties
whose conduct threatens the

harm," the judge added.
Judge Getzendanner also re-

jected arguments that Congress ex-
ceeded its constitutional limits

when it imposed withdrawal liabil-
ity penalties retroactively.

President Carter signed the Mul-
tiemployer Pension Plan Amend-
ments Act on Sept. 26, 1980, but the
law applies to withdrawals after
April 28, 1980.

The judge said withdrawal liabil-
ity had been discussed ever since
the PBGC recommended it to Con-

gress in July 1978.

lIn addition, several congressio-
nal committees by early 1980 had
approved multiemployer legisla-
tion that would have imposed with-
drawal liability as of Feb. 27, 1979.

"These facts, taken together,
clearly temper the employers'
claims of surprise," the judge said.

In addition, if withdrawal liabil-

. business
msurance

announces

ity had not been imposed retroacti-
vely, "opportunistic" employers
would have beeh encouraged to
leave the plans while Congress was
still debating the legislation, the
judge said.

Such a surge would have saddled
even greater liabilities on employ-
ers remaining in the plans, Judge
Getzendanner added.

Mitchell Strickler, the PBGC's

deputy general counsel, says the
decision is so thorough and well-re-
searched that other federal judges
tackling similar challenges to the
Multiemployer Amendments Act
will find it very persuasive.

"In our view, it will be difficult

to poke holes in the decision," Mr.
Strickler said.

Other experts say that employers
that want to challenge the law in
court better think again. "Employ-

An Analytical Approachto
Risk Management"

The State-of-the-Art in Managing the Risk and Uncertainty of
Insurance and Safety Dedsions, and the Protection of Corporate Assets

presented by Dr. Kenneth R. Oppenheimer

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

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

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

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

. describe loss exposures using the language of probability

. make explicit your company's attitude toward risk

. improve your ability to forecast losses

. ensure the right questions are asked in identifying exposures

. quantifyyour company's risk tolerance

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

. and much more

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

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

Your judgment plays the critical role. So make your first decision
toward better decision-making and call for a brochure detailing the
program agenda and registration. Don't delay-attendance is limited to
35 executives in each session.

For more information. call Beth Levine
Business Insurance

220 East 42 Street, New York, NY 10017

(212) 210-0229

About the Speaker
Dr. Kenneth R. Oppenheimer, President of
Decision and Risk Analysis, Inc., of Palo Alto.
California, specializes in executive education
and the application of decision and risk
analysis to corporate decisions in the insur-
ance, fire protection, banking, wood and
paper products, data processing, cattle
feeding, and oil and gas drilling industries.
Prior to founding Decision and Risk Analysis,
Inc., he spent five years with the Decision
Analysis Group at S.R.1. International (formerly
Stanford Research Institute). His academic
background indudes a B.S. in mathematics
from Tufts University, and a M.S. and Ph.D. in
Engineering-Economic Systems from Stanford
University. While at Stanford, he wasa
member of the Decision Analysis Group at
Xerox Corporation.

Seminar Dates

May 17 New York -St.,Re45heraton

May 19 Chp r Kag&ton
May 24 Sa,U,6Y 7Ae Fairmont

lune 14 New York St. Regis-Sheraton
june 16 Chicago The Ritz Carlton

june 2 1 San Francisco The Fairmont

Agenda
1. Introduction to decision and risk analysis

2. A risk management decision (case study)
3. Assessing the probabilities of loss
4. Assessing the corporate attitude toward risk
5. Analyzing risk transfer alternatives (case study)
6. Analyzing risk control alternatives (case studyl
7. Conclusion

ers that think they can get the
courts to declare the act unconsti-

tutional may be barking up the
wrong tree," said Jeff Hart, execu-
tive director of the Assn. of Private

Pension & Welfare Plans.

In addition, congressional
staffers on the Senate Labor and

Human Resources Committee say
Congress is not likely to make any
changes to withdrawal liability
rules during the current session.

The International Brotherhood

of Teamsters' Local 705 and the

four employer groups that chal-
lenged the Multiemployer Amend-
ments Act have not decided

whether to appeal the decision,
their attorneys say. The employer
groups include Illinois M6tor Truck
Operators Assn., Illinois Trucking
Assn. Inc., Cartage Exchange of
Chicago and Motor Carriers Labor
Advisory Council. .

Oregon union
Continued from page 3
sions for elective surgery to deter-
mine whether the procedure could
be performed on an outpatient
basis. The plan will pay only 50% of
hospital charges when outpatient
care is deemed appropriate, com-
pared with 80% when admission is
pre-authorized.

"There's been a lot of publicity
about Friday admissions for Mon-
day surgeries. We'll get control
over that. This will be an educa-

tional process to direct people to be
more cost-efficient," says Jae Witt-
lich, a CNA vp.

Continental will pay for second
opinions for proposed surgeries and
for a third opinion if there is dis-
agreement between the first two.
The plan covers 80% of elective
surgery costs up to $2,000 and pays
for 100% of excess charges for pa-
tients who receive second opinions.

But if the patient proceeds with
an elective surgery with only one
opinion, the entire cost will be paid
at the 50% rate. Failure to seek a

second opinion could cost an em-
ployee many thousands of dollars.

"There are ample studies show-
ing that mandatory second opinions
are more effective than voluntary
programs," points out Mr. Wittlich.

"Too many second-opinion pro-
grams don't have teeth," adds Mr.
Wood. "Here the benefit is reduced

if the employee doesn't get it. That
gets his attention. If he doesn't
know how the plan operates, he'll
lose his benefit."

Coverage for a plan partici-
pant's first two doctor visits each
year was eliminated to cut down on
the "sniffles" business supported by
employees who run to their doctor
for every little ache, Mr. Gallagher
said. After the first two visits, cov-

erage is subject to a $100 deductible
and a 20% co-payment.

Hospital charges and long-term
outpatient care bills that exceed
$2,500 will trigger concurrent hos-
pitalization or ambulatory review
under the new plan. A panel of
physicians and nurses will check
the appropriateness of the patient's
length of hospital stay or treat-
ment, ancillary services and pre-
scriptions.

A $60 benefit for annual physical
examinations has been added to the

Continental plan to offset the cut-
back in coverage for routine doctor
office visits. Wellness programs for
stress reduction and physical fit-
ness also are being offered to state
employees. Portions of the stress
reduction program will be offered
during the workday.

To educate employees about the
plan changes, a publicity campaign
is proposed that will include union
newsletter articles. Open enroll-
ment will be held during August to
permit employees currently using
HMOs to join the Continental plan. i
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Braniff pensions guaranteed Health coverage in doubt
Continued from page 1
North America last month to form CIGNA Corp, is listed as one of Bran-

Continued frompage l cover claims of unprecedented size," said Edwin M iff's creditors

To pay for these benefits, the PBGC would have Jones, the PBGC's new executive director Employees who apply before June 18 also can convert group life and

to seek a series of premium increases until the pre- For example, if the PBGC set up a reserve of $1
medical insurance to individual coverage, the spokesmen say

mium reached $40 to $80 per pension plan partici- billion, which would Just about cover its costs if fi-
However, dental, vision care and disability benefits covered by the

group policy will not be offered to individuals Maternity benefits will be
pant nancially ailing International Harvester collapsed paid for employees who conceived before May 1

The folding of the Braniff plans, which would hit and terminated its underfunded pension plan, the
the PBGC with what could be its largest claim ever, premium would have to rise to about $12.

"This continuation of benefits is an important feature of an insured em-

could be the start of this cycle
ployee benefit plan," says C Robert O'Brien, senior vp in charge of group

As more companies with large underfunded pen- insurance operations at Connecticut General in Hartford, Conn "Had
Braniff, along with subsidiaries Braniff Airways sion plans fail, "the PBGC will be like a utility, Braniff self-insured its employee benefits, it is likely that no claims pay-

Inc and Braniff Realty Co., has Just $130 million in coming back for increase after increase," warns Jeff ments would have been made after the bankruptcy filing "
pension assets to pay promised benefits. The PBGC Hart, a former high-ranking PBGC official and now Although Connecticut General would not say how much it would cost an
would take over these assets if Braniff terminates its executive director of the Assn of Private Pension & individual to convert from the group plan, an underwriter for a major
plans, but the assets would not cover the whole bill Welfare Plans. health insurer says conversion nearly always means fewer frills and
The PBGC estimates it would cost $180 million to Whether the PBGC will get the money it needs higher premiums for the policyholder

$200 million to guarantee retirement benefits to through higher termination insurance premiums re- "Suppose Braniff were paying $150 a month for each employee and the
Braniff workers and retirees As a result, the PBGC mains to be seen Its latest proposal to raise premi- employee paid another $60 to $70 a month for dependents," the un-

would have to pay $50 million to $70 million from its ums already has run into a buzz saw on Capitol Hill derwriter says "Chances are the employee now would have to turn around

coffers. Sen. Don Nickles, R-Okla., chairman of the in- and pay that entire amount, plus a little more under a conversion policy "

This huge claim-almost 70 times larger than the fluential Senate Labor subcommittee, has an-
Increased administrative costs for billing each individual as opposed to

one billing for an entire group, plus age-rating of the individual, would
$1 02 million average claim the agency incurred last nounced his opposition to the premium hike unless tend to drive up rates, he says
year-comes at a time when the PBGC is running the termination insurance program is overhauled At the same time, benefits are generally far less comprehensive, he adds
short of money to guarantee benefits (see story, page 3) "You might have a semiprivate hospital room and all ancillary costs paid

The PBGC already has run up a $190 million defi- And as premiums edge higher, employers that under group coverage while you get a $50-a-day room allowance and 80%
cit to pay the pension benefits of workers whose have fully funded their plans could rebel, arguing of ancillary costs paid by a conversion policy "
companies collapsed and terminated their pension that they shouldn't have to pay for pension short- Under Braniff's group policy, employees paid for dependent coverage
plans falls of failing corporations while the airline picked up premium payments for employees themselves,

To cover this debt alone, the PBGC is asking Con- More companies may decide to fold their pension sources say It was estimated that the average payment per employee with
gress to raise the termination insurance premium to plans'and set up other retirement programs, like two dependents was Just more than $200 a month

$6 a year per pardcipant from $2.60 savings plans. This would shift still more liabilities Exact health insurance benefits differed from union to union, but the

But that increase won't be enough if the PBGC onto the PBGC and eventually could lead to the col- basic major medical policy paid 80% of hospitalization and medical ex-
gets swamped with jumbo claims in the next few lapse of the PBGC insurance system. penses up to $3,500, then 100% up to the lifetime maximum of $1 million, a

years "No one has come to grips with the pension habi- Connecticut General official says Deductibles also varied.

"In general, the $6 premium is not designed to lities that will build and build," Mr Hart says
Pilot and flight attendant unions are exploring alternatives to Connecti-

cut General conversion coverage, their officials say
The Airline Pilots Assn, which represents 1,200 active and 800 fur-

AMC workers give up pay,
loughed Braniff pilots, is making its own plans to keep benefits intact, says
a union spokesman in Washington, D C

"We're looking at the concept of keeping pilots together as a bargaining
group This way, they would still have to pay premiums individually, but

but win some new benefits
might be able to get group rates"

"We're working on various alternatives with Connecticut General," says
Helen Schalet, a benefits analyst with the Assn of Flight Attendants in
Washington "Individual conversion is generally not the best way to go

Continued from page 3 up from the previous 12 months annual maximum of $1,000 The since it gets expensive and benefits are reduced "
ployees, retirees and their depen- Only workers laid off since Nov. plan also pays 50% of orthodontic The AFA represents about 2,000 Braniff flight attendants
dents The plan will cover legal 1, 1981, will qualify for this exten- services up to a lifetime maximum With the filing of a Chapter 11 bankruptcy petition, Braniff hopes to step
consultation and litigation services mon of $800 Employees are not reqwred out from almost $800 million in corporate debt and renew operations as a
provided by a panel of attorneys The AMC health plan, according to pay a deductible for dental cov- much smaller airline, Braniff officials have said
for to Chris Mykrantz, manager of cor- erage Under provisions of bankruptcy law, all contracts, including insurance

• Social Security claims porate group insurance administra- The prescription drug program policies, are reviewed by the court to see if they should be renewed
• Veterans benefits claims tion, is underwritten by Blue covers all prescription expenses Employees were told on May 12 not to return to work, but about 225

• Food stamp and other public Cross/Blue Shield United of Wis- less a $2 per-purchase deductible management employees will be kept on, if the court allows, to hold the

assistance claims consin as part of the auto industry's In addition, Mr Mykrantz says airline together and hopefully complete the reorganization
• Traffic violations

Auto National Account Program AMC union employees also have
The health plan, fully funded by the option of Joining a dental main-

• Misdemeanors AMC, covers 100% of reasonable tenance organization, DentaCare,
• Juvenile offenses and customary hospitalization, which covers the full cost of all
• Divorce, separation, annul- home care, outpatient and ambula- dental procedures, except ortho-

ment, maintenance and child sup- tory care charges The health plan dontics Employees' orthodontic
port proceedings also includes a voluntary pre-ad- expenses are capped at $495

• Probate proceedings mission testing program Employ- AMC, which lost $137 million in

• Wills and trusts ees pay no deductible fiscal 1981, reached agreement on

• Adoptions The plan also pays 100% of the new contract with the UAW in
• Name changes. in-hospital and outpatient care for mid-April. Hourly workers at the K• Non-support and alimony nervous or mental disorders In ad- company's Milwaukee and Keno-
• Insurance claims or loss of

dition, it pays 100% of the first five sha, Wis, facilities ratified the con-
coverage

office visits for a mental or nervous tract earlier this month, while
condition, 90% of the next five workers in Toledo rejected it once

• IRS audits and administrative visits and 75% of additional visits before they finally approved it last
proceedings. up to a $1,000 lifetime maximum. week

For laid-off workers with at least The dental plan pays 100% of The new contract will run for 34

15 years' service, the company will diagnostic and preventive care, 90% months at the two Wisconsin plants
extend health, dental and prescrp of X-rays and restorative care and and for 42 months at the Toledo
tion drug coverage for two years, 50% for bridges and plates up to an plant .

.

Teacher wins work comp award
Continued from page 3 Werner worked for agreed not to this," he added "But I think it is of

In the Texas case, the Jury chose appeal the case any further because value because it shows that the oc-
to disregard the superintendent's it didn't see any reversible errors in cupational diseas statute is subject
offer to relieve Mr Werner of the proceeding, said Mr Rakich to interpretation.

duties that required him to stand, The Harlingen Chamber of Com-
says Mr Rakich of the Texas Assn "Cumulative trauma is an issue merce says the sucdess of the
of School Boards of real concern, but it's a gray area teacher's claim "opens up all kinds

&E
"Mr Werner contended he with a relative scarcity of case law of possibilities We're truly amazed In today's society Kidnap, Ransom and Extortion Insur-

needed to move around in the There is no clear definition of trau- that Mr Werner was successful,"
classroom to teach," he said matic arthritis or repetitious physi- said Jonathon Opelt, the Chamber's

ance has taken on new and greaterimportance Act now,

The school board brought in four cal trauma," he added executive vp your clients who require this protection will benefit from

other teachers, handicapped by The teacher's attorney suggested broader coverage and more attractive rates
varying degrees, to try to prove that the board didn't appeal the de- Unlike most employers in
that a teacher needn't be mobile to cision because lt didn't want to ad- Texas, schools, counties and other TheWetzel
be effective, but that piece of evi- vertise the case any further in fear governmental entities can self-in-
dence "backfired," according to the that other teachers with similar ail- sure workers compensation
plaintiff's attorney ments would file for workers com- The school board association's

Company, Inc.
"I think the Jury perceived that pensation workers compensation self-insur-

3003 West Alabama

(evidence) as trying to humiliate or
" If this case went to a higher ance fund, to which 870 school dis- Mailing Address P O Box 66452

embarrass Mr Werner," said his at- court and it were affirmed, then tricts in the state contribute, will C - - )) Houston, Texas 77006
torney "He was ordered not to there would be a precedent," said pay the $48,000 lump-sum award *52Zz:5/ Telephone 713/523-3003

teach by his doctor " Mr Huddleston from the $30 million contribited Telex 76-2053

The Texas Assn. of School "To the best of my knowledge, into the fund annually, said Mr
Boards and the school district Mr there is not any other case like Rakich Only through agents/brokers/insurance companies
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Dead miners' families sue coal companies
Continued from page 2 more than $50,000 Even if such "The workers compensation stat- sation law, either by purchasing in- According the the lawsuits, al-

Consolidated are two separate enti- benefits were paid, they say they ute says that every employer shall surance or by self-insuring leged violations by Grundy Mining
ties, inferring that the parent's would continue damage actions for file evidence of coverage," he But Newton Black, superinten- Include
workers compensation insurance negligence against the parent, Ten- pointed out dent of the Tennessee Insurance • Failure to provide and main-

does not apply to employees of the nessee Consolidated The lawsuits say Tennessee Con- Department's self-insurance divi- tam an adequate ventilation system
subsidiary Nashville attorney William solidated and Grundy Mining are sion, says he believes Grundy Min- in the mine to dilute or carry away

Tennessee Consolidated self- Brooks filed lawsuits of $12 million separate and distinct legal entities ing is covered as a self-insured risk methane gas
funds the first $200,000 of its work- each for Joyce Ann Layne RoLins Grundy Mining was "created and under Tennessee Consolidated's • Failure to provide accurate

ers compensation risks and pur- and Barbara G. Myers, whose tus- operated separately for the express workers compensation program maps showing the close proximity

chases excess insurance from Gen- bands Darrell Glenn Rollins, 28, purpose of defeating the efforts of of an adjacent mine that contained

eral Reinsurance Co of Green- and Charles Ronald Myers, 34, cied the United Mine Workers to orga-
4,Of course, it is and always has dangerous levels of methane gas

wich, Conn in the explosion nize Tennessee Consolidated been covered as far as this depart- and :o prevent its employees from
Because the plaintiffs contend Mr Brooks says Grundy Mir ing mines," the suit adds ment is concerned," Mr Black says cutting into the mine

that Tennessee Consolidated was "never filed anything in its history "Grundy Mining was the em- "I've given depositions to that ex- • Failure to provide a safe place

not the employer, they also are with the state of Tennessee's wcrk- ployer and did not provide workers tent We wouldn't allow Tennessee to work
suing it for negligence as a third- ers compensation bureau" deron- compensation coverage," says Consolidated to self-insure and • Failure to evacuate the conta-
party defendant also not protected strating it had workers compensa- Steve Greer, a Dunlap, Tenn, at- leave part of ltS holdings unin- minated area and utilize only certi-
by the exclusive remedy provisions tion insurance or qualifying it as a torney who has filed separate $12 5 sured " fied, properly trained people to

of the state's work comp laws self-insurer million lawsuits for Glenda and In reporting its payroll, posting make repairs
If the court should rule that He also said he believes the court Mable Cooley for the deaths of the required $125,000 bond and According to the lawsuits, al-

Grundy Mining did have workers will rule that Grundy Mining am- Glenda's husband Danny, 27, and making annual filings with the leged violations by Tennessee Con-
compensation insurance, the plain- ployees were not covered by Ten- Mable's son Larry Cooley, 28 self-insurance division, Tennessee sohdated include

tiffs say the miner's families are nessee Consolidated's workers Consolidated has Included all of ltS • Failure to provide and main-

entitled to full death benefits of Just compensation program. Although Tennessee Consoli- operations under the coverage, he tam a safe place for men to work, as
dated had made some attempt to says owner of the property

ILU head crosses Atlantic
cover its subsidiaries, it was not the "If Grundy Mining had come to • Failure to provide properly
employer, he says "There is some us separately to apply, we would trained supervisory and safety offi-
question as to whether Tennessee simply have asked Tennessee Con- cers to insure that required pre-

LONDON-The chairman of the groups of insurance agents on the Consolidated filed for Grundy solidated to self-insure in Grundy shift, on-shift and weekly inspec-
Institute of London Underwriters, West Coast. Mining in 1981 It is our position Mining's name," Mr Black says, tions were made
Tony Nunn, will be in North Mr Nunn is a director, manager that they didn't" adding that as far as his department • Failure to seal off the aban-

America the next several weeks to and underwriter for Malvern In- A suit filed on behalf of Sherrie lS concerned, this was done doned mine effectively and pre-
meet with underwriters, claims surance Co. Ltd in London, a Elaine Wilbourn, 8, of Dolton, Ill, He adds, however, that the final vent miners from cutting into it
managers and other industry offi- director of Sirius Insurance Co. and Regina Michele Hairel, 7, of determination as to whether and releasing its pent-up methane
cials (U K ) Ltd He also has ties to Po- Rock Springs, Ga, the daughters of Grundy Mining is covered under gas

Mr Nunn, who has been chair- lans Assurance A/S of Oslo, Nor- deceased miner Franklin E Wil- its parent's program likely will be A spokesman for Tennessee Con-
man of the institute since Jan- way, and Groupe Des Assurance bourn, 27, makes similar charges made in court solidated Coal Co declined com-

uary, will represent the London Nationales of France The suit seeks damages of $2 mil- The lawsuits also charge that ment on the lawsuits
marine insurance market at the an- To kick off his visit to N•:rth lion for each child both Grundy Mining and Tennes- The explosion occurred some
nual general meeting of the Cana- America, Mr Nunn visited the Mr Wilbourn was an employee see Consol.dated violated a number 1,200 feet from the mine entrance
dian Board of Marine Underwriters American Institute of Marine Un- of Grundy Mining, not of Tennes- of state and federal mine safety about noon on Dec 8 A day earlier,
May 27 and 28 in Gray Rocks, Que- derwriters and the American Hull see Consolidated, the suit says It laws These alleged violations, they a coal mine explosion killed eight
bec Insurance Syndicate in New York adds that Grundy Mining failed to say, were a direct cause of the 13 miners in an Adkins Coal Co mine

Later in his visit, he will address last week . comply with the workers compen- deaths near Topmost, Ky .

\
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N.Y. may change coverage law
Continued from page 2
dividuals "who are injured or sick
or whose property has been da-
maged because of someone else's
pollution-gradual or otherwise."

Sen. Dunne made it quite clear
that the intent of his bill was to

compensate victims, not to "indem-
nify and protect polluters whose
spills or leakages cause damage that
will endure for generations to
come."

Criminal sanctions against pol-
luters, as outlined in the state's
Penal and Environmental Conser-
vation Law, will remain in effect,
the senator said, including fines up
to $100,000, prison terms up to
seven years and full assessment for
pollution cleanup costs.

"And if experience proves these
penalities inadequate," Sen. Dunne
warned, "we can always make
them tougher."

Sen. Dunne criticized the other

two pending measures that would
legalize EIL pollution.

Sen. Halperin's bill would elimi-
nate the distinction between sud-
den and gradual pollution liability
insurance and instead prohibit cov-
erage for "willful and intentional"
acts.

This measure gets "bogged down
in its own quagmire of definition"
as to what constitutes an inten-

tional act, Sen. Dunne said, and
misses the "widely acknowledged
point of common law that felonies
-such as intentional pollution of
the environment-are not covered

under any insurance policy."
Nor does Sen. Dunne like the ap-

proach favored by Gov. Carey, in a
bill sponsored by two Democratic
state assemblymen, Assembly
Speaker Stanley Fink and Maurice
Hinchey. This measure would only
allow New York insurers to sell lia-
bility coverage for gradual inci-
dents to owners of hazardous waste

storage and treatment facilities.
This measure is too narrow, Sen.

Dunne said, since New York insur-
ers still could not sell coverage to
hazardous waste generators and
other parties that routinely handle
such wastes.

In a subsequent interview, an
aide to Sen. Dunne says he does not
expect the same opposition to grad-
ual pollution liability insurance this
time as occurred in 1971.

Adopt legal strategy: Attorney
NEW YORK-Companies involved in legal action over a pollution

accident should adopt some legal loss-control strategies, one attorney
suggests.

Randy M. Mott, a member of the Washington-based law firm of
Zuckert, Scoutt & Rasenberger, said during an address to the Ameri-
can Insurance Assn.'s annual meeting that companies embroiled in
pollution litigation should take specific steps to keep the litigation
from getting out of control.

Mr. Mott, who has represented several major hazardous waste
generators and disposers in various actions, suggested these strate-
gies:

• Realize that "no one decision maker holds the fate of yout
case," and concentrate on the "opinion leader" if more than one
defendant is involved. Pollution litigation often involves a combina-
tion of local, state and federal agencies, and Mr. Mott advises that
companies concentrate on the most prominent plaintiff and "brief
the others."

• Take control of all technical issues in a case, realizing that "the
party that controls the facts will win the case." Companies should
move quickly to establish as many factual issues in a case as possible,
and should be able to do this faster than most government agencies.

For example, drinking water should be tested as soon as possible to
demonstrate at the outset that it has not been polluted by an acci-
dent.

• Try to eliminate third-party lawsuits that might follow some
government action by "doing a good deed up front." This might
include replacing damaged property, an action which Mr. Mott said
promotes good will among the public and is not an admission of
guilt.

Mr. Mott also cautioned that motions to dismiss by defendant com-
panies are rarely granted by judges, even though the case may in-
volve a hazardous waste generator whose waste was involved in a
later incident at a disposal site.

Even though this defendant might consider itself to be an innocent
party without blame for the subsequent release of pollutants, the
attorney said, few judges are willing to dismiss "the only deep
pocket" without lengthy pretrial discovery.

The senator's staff already has
held discussions with several en-

vironmental groups, the aide said,
all of whom agree that coverage is
needed to protect the public.

"Everyone realizes that what
started in 1971 just won't make it
today," the aide commented.

The aide also is optimistic that
Sen. Dunne's bill will pass, hope-
fully by the end of the year.

If New York companies cannot
buy EIL insurance from insurers in
their home state, they will soon
have to find the coverage some-
where else.

After considerable delay, the
federal Environmental Protection

Agency last month issued pollution
liability requirements for both sud-

den and gradual occurrences (BI,
April 5).

Under the rules, hazardous waste
treatment, storage and disposal fa-
cilities (TSDFs) must purchase lia-
bility insurance against sudden pol-
lution incidents by July 15.

More importantly for some New
York companies, however, is an
additional requirement that opera-
tors of a hazardous waste landfill,
surface impoundment or land
treatment facility also must pur-
chase coverage for gradual pollu-
tion incidents.

This requirement will be phased
in over a three year period, with
firms having annual sales of $10
million or more required to pur-
chase it by Jan: 1, 1983. .

Britain studies compensation changes
Continued from page 2
$127,000).

But under the legislation, claim-
ants would be able to reopen a case
if further injuries manifest them-
selves after compensation is
awarded by the court.

"Say someone loses an eye. There
is still a 5% risk that the other eye
sympathetically goes blind down
the line," says Ge6ff Meyer, litiga-
tion executive for the Prudential
Assurance Co. P.L.C. in London.

The court, though, only compen-
sated the plaintiff for partial blind-
ness. "Under the bill, he will be
able to reopen the claim," Mr.
Meyer explains.

However, the plaintiff must an-
nounce that he could reopen the
case during the original trial, says
Denis Marshall, senior partner of
the law firm of Barlow Lyde & Gil-
bert and president of the Law So-
ciety of England, the British equiv-
alent of the American Bar Assn.

"Say the doctor says that the
plaintiff will get arthritis in 10
years' time. The courts will be
given the power to give the right to
come back to court if he develops
arthritis," Mr. Marshall says.

In addition, the legislation would
allow fixed damages for "loss of so-
ciety" claims, says Mr. Marshall,
who supports the bill. Such an
award would be "a form of com-

pensation for wholly non-economic

loss," he says.
British courts. can now only

award damages for a proven loss,
like loss of earnings, or for injuries
for which a specific compensation
has been devised.

A court, for example, cannot
measure the worth of a mother to

her child if she dies. The bill would
allow courts to award compensa-
tion in such cases to help pay the
expenses of raising the child.

The bill, which could be
amended as it goes through the
House of Lords and then the House

of Commons, incorporates some of
the suggestions given by the Pear-
son Commission, which investi-
gated British compensation prac-
tices in the late 1970s. Although the
commission, which included· law-
yers like Mr. Marshall, examined
the issue for five years, none of its
suggestions has been implemented
yet, he says.

The commission was formed

after the public outcry about de-
formed children of women who

used thalidomide during preg-
nancy. The manufacturer of the
substance, Distiller's Co. Ltd.,
eventually set up a fund to com-
pensate the deformed children
until they reached 18, but there was
no British legal precedent for it to
do so.

The legislation's consequences
may be even more pfonounced

since there is a growing awareness
of industrial disease in Britain.
Claims for industrial deafness and
cancer-related diseases are increas-

ing, says F.W. Collins, assistant
group claims manager for the Eagle
Star Group, and the future doesn't
look any brighter.

"Speaking of the future, I have
always been gloomy," Mr. Collins
told a recent seminar sponsored by
the Reinsurance Offices Assn. "The

substances that are used in industry
today are likely to cause cancer to-
morrow, and it seems that industry
just doesn't learn from its mistakes,
even after an industrial disease has
been identified.

"Roman physicians, for instance,
learned about lead poisoning and
wrote about its dire effects. But

2,000 years have elapsed and they
(employers) haven't done much,"
he said.

The most widespread industrial
disease in Britain today is indus-
trial deafness. The frequency of
such claims, however, was reduced
by an agreement between insurers
and British labor unions called the

"Boilermaker Agreement," under
which labor and industry agreed on
specific compensation for certain
industrial injuries.

But that agreement has recently
been suspended, "which will inevi-
tably increase claims," Mr. Collins
said. a
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Insurer losses increase analysts' fears
Continued from page 1 And the losses are mounting at an

AIA figures show catastrophe alarming rate " First.quarter property/casualty insurer results
losses so far in 1982 escalated to Crum & Forster led all other

$760 5 million through May 17, major insurers in the rate of deteri- (in thousands of dollars)
compared with $715 million during oration of its reported quarterly
all of 1981 The record for full-year combined ratio with an increase of Altertmx Porcent Consolidated Pretax Combinod

losses was $1 7 billion set in 1979, 11.3 points, to 112% this year from oprating gain -venu'l undonwriting Fat10

according to the AIA figures 100 7% last year Its 29% decline in
incon. ¢10-) Ineolv.

(Im)

"And you haven't even started operating income was the third-
the hurricane season," notes an In- worst of 20 insurers reviewed An- Winne-

surance Informa'tion Institute alysts noted, however, that Crum & American Int'I. Group Inc. 100,248 22.6% 829,900 14,270 95.76

spokesman Forster had an exceptionally good CNA Financial Corp. 31,938 20.9% 787,855 (69,100) 113.9

What all the figures mean for in- first quarter in 1981
surance buyers appears uncertain While industry executives talk General Re Corp. 48,177 20.1% 379,559 ( 2,900) 99.0

Many insurance company execu- about i ate hikes and insolvency American General Corp. 45,400 19.5% 655,000 ( 4,000) 101.5

tives, commenting on their results, fears in public, in private meetings Mission Ins. Group inc. 12,908 10.0% 109,037 49 99.9

talk of firming rates and even in- with security analysts the com-
solvencies panies are blaming their first-quar-

Analysts, however, continue to ter wounds on the weather and dis- CIGNA Corp.* 61,249 (49.3%) 2,832,400 (157,996) 115.9

expect that only a decline in inter- counting them, says June I Hoffer, The Continental Corp. 37,901 (35.9%) 835,994 ( 77,727) 109.9

est rates to spur insurers to raise a research associate with Bache
rates significantly Halsey Stuart Shields Inc

Crum & Forster 35,618 (29.0%) 482,456 ( 49,085) 112.0

"The end of the down cycle has Ms Hoffer says she and her col- The Hartford Ins. Group 44,866 (28.2%) 1,257,249 (104,313) 111.5

not yet been reached," said Edward leagues have attended numerous USF&G Co. 35,048 (23.8%) 578,518 ( 61,016) 110.2

H Budd, Travelers Corp chairman meetings with insurers in recent
and chief executive officer "There weeks "and not a single one has *Pro forma companson to prior year, when INA Corp and Connecticut General Corp were separate
are some signs that the price-cut- said they see a change coming (in Figures prov,ded by CIGNA Corp

ting in property/casualty commer- market conditions) "
cial lines is bottoming out but that Robert V Brokaw, senior analyst
price increases are still insufficient with Mabon, Nugent & Co, a New March 31 Last week the stock was and erosion in market share in 10-largest property/casualty insur-
to generate improvement in results York-based institutional stock bro- trading at less than $43 a share, commercial lines should produce a ers in reporting an underwriting
over the near term " kerage, said he expects property in- down from a high of $5538 on decline in Aetna's combined ratio profit Its 95 8% combined ratio pro-

Travelers reported a 18 9% de- surance rates to start rising "fairly April 8 and a sharp increase in prop- duced a slender $14 3 million, down
cline in first-quarter operating in- slightly during the next quarter The company blamed the decline erty/casualty income " from $19 1 million in the first quar-

come Property/casualty under- and there will be few renewal rate on increasing claims in personal Other insurers are posting im- ter of 1981

writing losses surged to $100 mil- cuts. "But I don't think the end-of- and commercial lines, particularly pressive operating income gains Mission Insurance Group Inc,

hon in 1982 from $564 million m the-year renewals will have any among smaller, standard risks now the Los Angeles-based company

the first three months of 1981, pri- significant rate increases over in- Property / casualty operating in- American International Group that primarily writes workers com-
marily ati ibutable to losses in per- flation," he adds come declined to $223 million in led the large property/casualty in- pensation, turned in the most slen-
sonal lin« rather than commercial Declining operating results are the first quarter of 1982 from $61 2 surers with a 226% increase in der of underwriting profits-
lines At the same time, investment affecting stock prices more quickly million in the first quarter of 1981 operating income to $100 2 million $49,000 for a combined ratio of
income related to property/casu- than insurance pnces. But a higher-than-expected rate of in the first quarter of 1982 CNA 99 9%
alty operations rose Just 83% to CIGNA's stock tumbled six policy lapses in the direct individ- Financial Corp reported a 20 9% Full first-quarter results are not
$81 3 million points on the New York Stock Ex- ual life business added another $9 7 gain to $31 9 million for the second- available from some well-known

"I think things are going to get change after it posted a first-quar- million to the overall earnings de- best results among major com- property/casualty insurers, includ-
pretty bloody in the next 18 months ter decline in operating income of cline, CIGNA said panies ing Royal and Commercial Union

to two years, and I'm talking insol- 49 3% to $61 2 million, and stock "I don't think we really know On the losing side, between Insurance Cos. whose British par-
vencies," B P Russell, chairman analysts reduced their estimates of what's going on at CIGNA because CIGNA with the worst results and ents do not report their subsi-
and chief executive offlcer of Crum the company's 1982 earnings the deterioration was so bad from a Crum & Forster with the third- diaries' operating results
& Forster, said at a recent meeting CIGNA's combined ratio of 115 9% year ago," says Mr Lewinsohn, the worst showing, was The Continen- Commercial Union, the U S sub-

of the American Assn of Managing was an eight-point jump over the Merrill Lynch analyst "They claim tal Corp, which posted a 35 9% de- sidiary of Britain's No. 2 insurer,
General Agents same quarter a year earlier, based they weren't strengthening re- cline in operating income to $37 9 according to statistics filed by law

"The only thing that ends a cycle on a pro forma combination of the serves for prior periods, that it was mill.on The Hartford Insurance with state regulators, produced the
is fear and the only thing that cre- results of INA and Connecticut just the bad losses " Group turned m the fourth-worst second-highest percentage growth
ates fear is underwriting losses General Corp, which merged Mr Lewinsohn added, "I don't results with a 28 2% decline in in earned premiums of any large

think INA is in any financial diffi- operating income to $44 9 million, property/casualty insurer operat-
culty, don't get me wrong. and USF&G Co, with a 238% de- ing in the United States. up 21% to

Increasing insurance rates to cline to $35 million, was fifth- $340 1 million from $281 1 million
protect future operating income worst Only Royal's U S operations
can cost an insurer premium vol- Looking at combined ratios, be- topped that rate with a 22% gain to

WHY ITS GOOD BUSINESS TO HAVE RANGER'S ume, which appears to be happen- sides Crum & Forster, other big $2865 million from $2349 million,

SPECIALIZED PROTECTION
ing at Aetna Life & Casualty Co, combined-ratio slides were posted based upon statutory figures
the second-largest stock prop- by Royal Group Inc, the U S sub- Two large property/casualty in-
erty/casualty insurer sidiary of Britain's largest Insurer, surers did not report first-quarter

Aetna, which announced last and USF&G Co Royal's combined results to Business Insurance They

Ourkindof year an end to rate cutting by its ratio rose 10 points, to 1152% from were Home Group Inc., a subsidi-
underwriters, appears to be suf- 105 2%, and USF&G's rose 8 5 ary of City Investing Co, and Old
fering the consequences Its 55% points to 110 2% from 101 7% Republic International Corp, the

specialization means a decline in earned premiums to AIG was alone among the Chicago-based holding company I
$930.2 million in 1982 from $984 2

more knowledgeable million in the first quarter of 1981
was by far the largest drop of any
major property/casualty insurer

handling ofourcustomers, reviewed by BI Its premium in-
come in commercial insurance

insurance services guide
dipped 15%, Aetna said.insurance needs. But operating earnings rose 5.3%
on the strength of a healthy 18 3% ATWOOD & CO.

For advertising

boost in aftertax investment in- Consumng Actuaries
information in the

The dictionary says that to specialize is"to concentrate one's come and a relatively modest 14.4% Claim Reviews Insurance Seivices Guide
hike in underwriting losses to $157 Reinsurance and Re$erve Analys,$

efforts in a special activity or field " That's just what we million. And the 3.1-point deterio- for Captives and Self Insurers Contact· Barbara Tosheff

have been doing for many years - providing specialized ration in Aetna's quarter-to-quar- 5000 Ambrose Ave 740 Rush Street

ter combined ratio-to 117 1% from Los Angeles, CA 90027 Chicago, Illinois 60611

products and services to our customers on the best possible 114%-was smaller than most of its
42131 661-9260 Telephone (312) 649-5340

basis at all times competitors
"They had a terrible quarter last •Fire Protection Engineering

• Sprinkler System Design

*IRANGER
year," notes Theodore J Newton •Underwriting Reports LOSS RESERVE
Jr, a consultant with Blyth East- • Fire and Security Alarm Svsterr Design CERTIFICATION
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A Subsidiary of strengthened reserves last year for

A
incurred-but-not-reported losses Shi,me, John J O Connor B i LLB lIA

J. J. O'Connor & Co.

from latent diseases, Mr Newton SCHIRMER ENGINEERING CORPORATION Watch Hill Road

Anderson Clayton and other analysts added
701 lake Cook Road·Oeertield IL 60015·312 272 8340 Watch Hill, Rl 02891

(401) 348-8386 24 hour service

Atlanta • 404-457-7211 (PO Box 105028) 30348
"Keep in mind that Aetna's strat-

egy of aggressively raising rates ;:
Denver • 303-779-8383 (PO Box 3195) 80111

ANNUAL

was fully implemented during the mL-11111 c...,
National

STATISTICAL

Houston • 713-622-6500 (PO Box 2807)'77001 third quarter of 1981, suggesting
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Insurance BECK & WALLER

Kansas City • 913-649-5500(PO Box 8650)64114 that most of its price-sensitive busi- Contains Statewide INTERNATIONAL, INC.

THE SPECIALISTS ness rnay have departed by June • Premium/Benefit Level Change
Histories Financial & Risk Management

30," Mr Callaghan, the Dean Wit- • Underwriting Profiles consultants offering cash flow in-
ter Reynolds analyst says in his

• Average Rates
• Statutory Benefit Provisions novations to the energy industry.

analysis of Aetna's first-quarter re- • Severity/Frequency Stats by
injury Type
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/ Bl Insurance Index
1 . Property/casualty insurers

185

180_/' . teetering on disaster's edge
175

170 sZL BtmepImurance t

165
BI ticker

A s WE REVIEW the wreckage from the
160 i. Ilfirst quarter, in terms of both operating derwriting " Our latest review of the indus- ratio assumption is 109 5%, which will pro-

1 results and the recent performance of prop- try's operating posture shows that the stock duce a mind-boggling underwriting loss of
155 R. erty/casualty stocks, we are reminded of the companies will have virtually no cash flow to $6 8 billion, up from 1981's $4 3 billion loss

M phrase, "Everybody loves a magic show until invest in 1982, with many companies actually Looking ahead to 1983, some improvement

*'4%442'%2*44% the money disappears." falling into a negative cash mode, referring in operating results-up to a 15% gain-is
In general, the first-quarter results were no to operating cash flow and excluding invest- possible with only a minimal improvement in

 better than expected and ment income the combined ratio, about 1085%, if the com-

in some instances, like- When an insurance company actually panies act soon and get their houses in order
Insurance industry stocks fared poorly during CIGNA Corp 's, consid-  begins to eat into investment income to ob- The property/casualty industry is at a ent-
the f,ve-day period ending May 18 as the Bus,- erably worse  tam operating cash flow, it is violating one of leal Juncture at this time We believe man-
ness Insurance stock index lost 3.4 points, fall- Some observers (in-  the basic tenets of the business, which is to agements must begin to correct the pricing
ing to 183.8 from 187.2. Ten stocks posted cluding insurance com-  attempt to make a profit on an underwriting deficiencies that exist in the commercial
gains, 42 posted losses and 16 remained un- pa ny man agem ents) risk This is ultimately self-destructive area, and not at the expense of what has and
changed. The largest increases were reported have noted that if one The 14 companies we survey account for must continue to be accomplished in the per-
by Aneco Reinsurance Co. Ltd., 28.6%; Amen- were to exclude catastro- 11111111111111111111 about 40% of the stock property/casualty in- sonal lines field
can States Life Insurance Co., 6.1 %; Rollins phe losses, underwriting  dustry's premium volume For the first quar-
Burdick Hunter Co., 2.7%; Avemco Corp., 2.1%; results would have been  ter, we found the following Stories still abound about further rate

and Statesman Group Inc., 2.0%. The biggest more palatable That is VIW/ • Written premiums for the three months cuts in commercial pricing, which in fact

declines were reported by CIGNA Corp., 12.7%; hke saying the patient Mr. Picoult ended March 31 rose 42% above the year- may be last gasps by some of the cash-flow
Farmers Group Inc., 9.8%; Crown Life Insur- survived the operation, earlier quarter and earned premiums edged boys to stay afloat Others imply no further
ance Co., 9.4%; Corroon & Black Corp., 9.2%; but died in the recovery room up 31% Of the companies surveyed, eight cuts but some sense of stabilization, while still
and SRI Corp., 9.1%. The 8/ index lost 1.8% The insurance business is a risk-taking posted below-average increases (an average other observers indicate some small rate in-
during the period, less than the declines m the venture Sometimes the wind blows and dechne of 07%), while the remaining six re- creases are in the works The real problem is
major stock market averages. sometimes it does not Catastrophe losses may corded an average increase of 10 9% that too many companies do not know where

water down good underwriting experience • Pretax investment income from prop- they are on a pricing scale and, thus, have no

and exacerbate poor underwriting results at erty /casualty operations rose only 134% point of reference
British Issues what is normally an inopportune moment This is the smallest average quarter incre- While a meaningful change in commercial

1 Week However, catastrophe losses do not excuse in- ment in some years rates will have only a slight impact on 1982's

18 May Pricl P/E Div. Yield High-Low bred deficient pricing • The combined ratio (after policyholder written premiums (nothing will flow down to

Companies /m- pence % pen# penc Looking ahead to the second quarter, dividends) expanded to 107 3% from 103 1% earnings), it will place the second half of 1983
Comml Union 131 119 1686 129 137-131 operating earnings are not likely to be mate. The expense ratio rose to 30 4% from 29 6%, on firmer footing
Eagle Star 369 125 21 43 58 369--365 nally improved relative to the lackluster first while the loss ratio bounced up to 76 9% from If the industry continues to waiver and
Gent Accident 290 7 5 23 31 8.0 302-288 quarter While there may be some diminu- 73 5% Seven companies's ratios were better avoid its pricing responsibilities, investors
Gdn Royal Exch 270 6 5 2500 9 3 294-270 tion of catastrophe losses relative to the first than average and seven were worse Only will lose interest in the industry and ignore it
Phoenix 236 7 9 2400 102 256-736

Royal 337 8 7 36.07 10 7 346-337
quarter for some companies, although losses American International Group and GEICO when the underwriting cycle finally does

Sun Alliance 770 91 6143 80 816-770 in April continued to be heavy, the basic Corp posted combined ratios less than 100% turn It could be a recovery that no one cares
trend in underwriting is down and the in- Also of interest was that four of the com- about, and that would be appropriately re-

Brokers vestment income offset continues to shrink panies that produced better-than-average flected in both the absolute and relative per-
CEHeath 333 91 18.71 5.6 345-331 We have commented many times in this combined ratios also posted below-average formance of insurance stocks As a conse-
Hogg Robinson 104 80 857 8.2 109-104 column about the dangers of "cash-flow un- premium increases for the quarter quence, we would expect to see some key in-
JH Mi,-t 195 122 814 42 195-174 • Operating earnings from property/casu- surance executives take "early retirement"
Sedg Grp 169 109 857 5 1 171-165 Myron M Picouths a up and sentonnsurance alty operations declmed 11 4%, while consoli- and some simply end up "on the beach "
Stenhouse Hidg 115 8.4 728 6.3 117-114

Stew Wdghtwn 241 86 18 57 7 7 252-24
analyst with Oppenhetmer & Co tn New dated operating earnings fell 111% There is no excuse for undermining the in-
York He ts the past president of the Assn of For the year, our present ind,Istry earnings tegrity of a company's basic book of business

Willis Fabor 466 116 2143 46 482-466
Insurance & Financial Analysts and a mem- model shows a 9% decline in Industry earn- Neither policyholders nor shareholders ben-

Source Philip Olsen/Alan Chfton, Insurance Industry
Specialists Kitcat & Aitken Stockbrokers,

ber of the New York Society of Secunty Ana- ings based on a 4% gain in written premiums, efit. .

London lysts His column for Business Insurance ap- a 3% rise in earned premiums and a 10% in-
pears the fourth Monday of every month crease in investment income Our combined Britain's Royal,-

Bl Industry Stock Report CU report losses
MAY 18, 1982 5/12/82 THRU 5/18/82 MAY 18, 1982 5/12/82 THRU 5/18/82 LONDON-It could be a long and difficult

year for British insurance companies after a
Insurance Cos Pri.; Chg PL S Di, Ykl Hi,h Low Vol 10001 Pric p Chg PE S Div Yle High Low Vol (0001 hard winter bit into their profits

------- --Ill -l- -

Aetna Life 6 Cas Co NYSE 40 13 -5.0 6.5 2.52 6.3 42.00 40.13* 1,062 9 United Fire 6 Cas Co OTC 2950 00 77 0.88 30 29.50 29.50 0.4 The bottom line has already plunged into
American Bankers Ins Group Orc 850 15 6.7 0.48 56 8 50 8.38 170 5 United States Fid 6 Gty Co NYSE 43.00 -3.6 77 360 8.4 45.25 43.00 2401

American Gen Ins Co NYSE 4000 -5.0 5.9 220 55 41.88 40.00 49 9 United Sves Life Ins Co OTC 16.13 -0 8 6.0 1.00 6.2 16.25 16.13 17.8 the red for the top two British insurance
American Indty Finl Grp OTC 14.63 -2.5 8.5 1 12 7 7 15.00 14.63 10.5 Uslife Corp NYSE 19.13 -3.2 4.0 0.84 4 4 19 88 19.13 147 7 companies, The Royal Insurance Co and
American Intl Group Inc OTC 66.50 -3 3 10 6 0.48 0.7 68.25 66.25 233 0 Washington Natl Corp NYSE 18.88 13 79 1.08 57 19.63 17.75 87 1 Commercial Union Assurance Co.

American Natl Ins Co OTC 14.50 -4.1 6.3 0.76 5.2 15.13 14.50 23 8 Zenith Natl Ins Corp OTC 1575 -45 7.5 076 48 16.25 15 75* 18 1 "The only hope lS that results will get so
American Sts Life Ins Co OTC 17.50 6.1 5.6 980 4.6 17.50 1650 0.6 .-

Aneco Rains Ltd OTC 2.25 28.6 0.0 0.00 0.0 2.25 188 9.7 INSURMNCE COMPANIES AVERAGE 68 4.6 bad with weather losses, tornados and such,

Avemoo Oorp AMEX 12.13 2.1 7.5 0.54 4.5 1213* 11.75 36 that there will be a shrinkage in capacity,"
Banks Iowa Inc OTC 39.50 00 68 1.48 3.7 39.50 39.50 39

said Cecil Harris, chief executive of Com-
Bite. Corp OTC 29.50 0.0 4.5 1.92 6.5 29.50 29 SO 6.1

Agents/Brokers mercial Union
Carolina Cas Ins Co DIC 675 0.0 63 032 4.7 6.88* 6.75 3.7

Chubb Corp OTC 43.75 -17 54 2.92 6.7 44.50 43.75 105.8
"There is no evidence to say that, but there

Combined Intl Corp NYSE 22.00 -4.3 5 9 1.80 8.2 22.88 22.00 236 1 Alexander 6 Alexander Svcs NYSE 26.13 -6 3 90 194 7.4 27.25 26.13 201.4

Continental Corp HYSE 26.63 0.0 7.5 2.60 9 8 27.00 26.63 90.3 Baldwin 6 Lyons Inc orc 35.50 0 0 6.6 0.80 2.3 35.50 35 SO 0 2 will be a lot of red ink floating about." he
Corroon 6 Black Corp NYSE 19.75 -9.2 10.2 1 76 8.9 21 SO 19.75 11.1 said.

Crawford 6 Co OTC 14.75 17 11.1 0.56 3 8 15.00* 14.50 5 3 Crump E H Cos Inc OTC 8 SO 0 0 18.1 0.40 4.7 8.50 8.SO 5.0

Crown Life Ins Co OTC 81.50 -9.4 6 0 3.10 3.8 90.00 81.50 00 Hall nank 8 6 Co Inc NYSE 28.88 -1 7 10 9 170 5.9 29.25 28.75 158.2 It's already flowing at Commercial Union
Crum 6 Forstet NYSE 28.13 -3.4 SO 1.64 5.8 29.25 28.13 393 9 For the first quarter, CU reported a net loss
Employers Cas Co OTC 32.75 0.0 7 1 1.20 3.7 32.75 32.75 4 2 Integrated Rns Inc AMEX 1438 -1.7 5.4 0.00 0.0 14.75 14.38 26.1

Equifax Inc NYSE 31.63 -1.2 9.5 2.60 8.2 32.25 31.63 8.6 James Fred S 6 Co Inc NYSE 21.SO -2.8 10.2 1.60 7 4 22.25 21.38 40 8 of 1 2 million pounds (approximately $2.16
Marsh & Mclerran Cos Inc NYSE 3250 -6.5 9.9 2.00 62 34 SO 32.50 418 5

Excelsior Ins Co OTC 1675 -1.5 43.6 070 4.2 17.00 16.75 0.6 Penncorp Fincl Inc mg· 8.25 -4 3 6.4 0.16 1.9 8 75• 8.25 399.6 nilliork), as opposed to a profit of 12 6 million
Farmers Group Inc crrc 33.25 -9.8 9.3 1 24 3 7 35.63 33.25 701.8 Pinehurst Oorp Ore 8.88 -1.4 10.0 0.00 0.0 9.00 8.88 16.6 pounds ($22.7 million) in the first quarter of
First Colony Life Ins Co OTC 66.25 0.0 18.8 1.02 1.5 66 50 66.25 147.0

Foremost Corp Amer OTC 31.50 -0.8 8.8 1.12 3.6 31.75 31.50 64 0 Poe 6 Assoc Inc OTC 900 00 101 0.80 8.9 9.00 9.00 1.6 1981

Great West Life Assurn Co OTC 210.00 0.0 6.2 10.00 4 8 210.00 210.00 00 Reed Sterhouse Cos Ltd OTC 11.75 00 96 060 5.1 11.88 11.75 11.6 The Royal did even worse Britain's largest
Rollins Burdick Hunter Co OTC 19.25 27 12.7 1.32 6.9 19.50 19.25 135 7

Hanover Ins Co OTC 28.75 -8.0 39 088 3.1 31.00 28.75* 20 6 insurance company reported a net loss of 35
Hartford Steam Boiler Insptn OTC 41.50 0.0 7.7 2 80 6.7 41.50 41 SO 4.7 AGENrS/BROKERS AVERAGE 90 5.4 million pounds ($6 3 million), compared with
Jefferson Natl Life Ins Co on'c 39.00 -4.9 10.7 0.76 1 9 40.50 39.00 5.0

Kemper Corp OTC 34.00 -1.1 5.5 1.80 5.3 34 38 34.00 36.4 Conglomerates/Holding Cos net income of 267 million pounds ($48 1 mil-
Lincoln Natl Corp Ird NYSE 43.00 -2.3 7.0 3.00 7 0 44.38 43.00 124.4

American Express(Fireman's Fd) NYSE 46 13 -7.3 8.2 2 20 4 8 49.50 46.13 1,012.5 hon) in the firstt quarter last year
Anderson Clayton(Ranger/PanAm) NYSE 29 13 -2 9 5.8 1 32 4 5 30.13 29.13 16.6

Mission Ins Group Inc NYSE 24.75 -2.9 63 080 3.2 25.50 24.75 60 6
Armco Inc NYSE 18.38 -2.6 46 180 9.8 19 13 18.38* 447.7 Both companies have blamed the severe

Nationwide Corp Ohio cy'rc 26.75 0.0 7.8 0.70 2.6 26.75 26.75 5.2
City Investing 00. (Home Ins ) NYSE 23.75 -5.5 74 170 7.2 24 88 23 75 188.8

Northwestern Natl Life Ins OK 25.75 -5.5 5.3 1 50 5 8 27.00 25 75 32.1
winter on both sides of the Atlantic for their

CNA Finl Corp (CNA) NYSE 13.75 -27 54 000 00 14.00 13.75 64

Ohio Cas 06/p OTC 41.00 -3.8 6.1 2.36 58 42.38 41 00 56.7 miserable showings About 30 million pounds
Old Rep Intl Corp OTC 19.38 0 0 4.6 0.92 4.7 19.38 19.38 33.9

Control Data (Coml. Credit) NYSE 27.63 -4.7 6 3 0.55 2.0 28 88 27 63* 936 1 ($54 million) of The Royal's 64.1 million-
General Re Clorp NYSE 86.38 -0.1 10.2 2.16 2.5 86.75 86.00 71.4

Preferred Risk Life Ins Co OTC 21.38 1.2 61 0.92 43 2138 21 13 6.3
Gulf Utd Corp NYSE 19.13 -1.3 6.7 1 32 6 9 19.38 19 00 146.4 pound underwriting loss ($115 4 million) was

Provident Life 6 Acc Ins Co OTC 47.75 0.5 6 0 2,44 5.1 47.75 47.50 40 9
Cigna Corp NYSE 42.00 -12 7 5.4 2.30 5.5 45.75 41.13* 2,773./

Ryan Ins Group Inc 015 20.00 -0.6 8.3 0.16 0.8 20.38 20.00 70 attributed to storm losses in Britain And CU
ITr (Hartford Group) NYSE 25.38 -1.5 5.6 2.68 10 6 25.63 25.38 796 6

St Paul Cos Inc OTc 45.88 -3.2 61 2.60 5.7 47.25 45.88 124 0 estimates that 21 million pounds ($378 mil-
Safeco Corp OTC 38.13 -47 6.9 2.20 58 39.88 38.13 105.2

Optiam Hldg Corp OTC 925 0.0 70 000 00 9.25 9.25 3.1

Sears Roetuck 6 Co. (Allstate) NYSE 19.75 -1.9 9.4 1 36 6 9 20.50* 19.75 2,875.4
lion) of its 63.6 million-pound ($1145 million)

Sri Corp OTC 20.00 -91 4.4 1.00 50 22.00 20 00* 47.8
Baldwin Utd Corp NYSE 67 75 -4.6 8.5 1 60 2 4 71 25 67.75 132.3 underwriting loss in the first quarter came

Seibels Bruce Group Inc Ort 23.75 0.5 12.6 0.80 3 4 23.88 23.75 66.9
Teledyne Inc (Argonaut) NYSE 119.25 02 61 0.00 0.0 119.25 117 SO 305.4

Statesman Group Inc OIC 650 2.0 5.0 015 23 6.50* 6.38 14.8 Transamerica Corp (Occidental) NYSE 20 00 -3.6 5.9 1 40 7 0 20 SO 20.00 149 8 from weather damage in Britain and the
Tbkio Marine 6 Fire Ins Co OTC 102.25 -2 2 8.2 1.00 1 0 103.25 102.25 45

Travelers Corp NYSE 42.38 -7.9 5.2 3.28 7.7 46.25 42.38• 492 0
United States

C[»OLOMERATESADLDING COS AVERAGEE 6.8 3.6
Other factors besides the weather contri-

buted to the losses at CU and The Royal Both
*Record high/low s,nce Jan 1,1982 Syclem defign Altman information vtemi companies cited overcapacity and cutthroat

rate competition as continuing problems, de-
 spite-gains in premium income .



Put A&Es environmental
risk planning tothe acid test.
Alexander & Alexander's special

National Environmental Action Team
can help safeguard your company's
assets. We view financial risk through
your eyes. Look beyond the treatment,
transportation and storing of hazardous
wastes to the entire spectrum of pollu-
tion liabilities- from generation to
disposal.

With A&A, you'll have access to
expert environmental scientists who
do detailed on-site risk assessments.
And we'll integrate insurance coverage
with an ongoing pollution loss control
program. That's important. Especially
now, when businesses must comply with
new, more stringent EPA regulations and
protect themselves against environmental
liabilities, particularly those resulting
from gradual and non-sudden pollution.

Only by working from the client's
point of view can we be sure a company F
gets the most comprehensive, cost-
efficient programs possible.

Full pollution
liability coverage

This insider's vantage point enables 4
us to be in the vanguard, formulating
contracts that go beyond hazardous waste
coverage to full pollution liability
protection.

Because we anticipated such
coverage would burgeon in importance,
our 88 U.S. offices have environmental /"
insurance coordinators with ready access
to our corporate expertise. We maintain
strong contacts jn Washington to stay
up-to-the-minute in this rapidly evolving
field. And help insurers develop pollution
coverages to assure you of adequate
capacity and competitive terms.

We are ready to look at any
business- medium or large -in any 4* I.-

industry and help create a total compli-
ance program.

We think a big reason A&A has
become one of the largest and most #---
trusted insurance brokers worldwide is C
that we work the same way with every
client. From the client's point of view.
And in our business, that's the acid test.

4

f

Experts from Advanced Envircnmental Technology Corp. of Morris Plains, New Jersey, deaning up improperly handled hazardous wastes.

Alexander
8Apexander

From the client's point of view


