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Senate panel approves
longshore compromise

WASHINGTON-The Senate Labor and

Human Resources Committee last week un-

animously approved compromise legisla-
tion, S. 1182, to overhaul the federal Long-
shoremen's and Harbor Workers' Compen-
sation Act.

Under the compromise, future benefit in-
creases under the Longshore Act would be

Continued on next page
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No relief from rate hikes

Health plan insurers factor in runaway medical care costs
By RHONDA L. RUNDLE

Inflation as measured by the national Consumer Price
Index is abating, right?

So employers can expect some relief from high group
health insurance costs, right?

Wrong.

Renewal rate increases for group medical insurance this
year are as high or higher than the average 30% hikes
reported by major health insurers in 1981 (BI, Jan. 26,
1981).

"Whether they know it or not, employers have had a
bargain," said an insurance company actuary. "Health in-
surers over the past two years have sustained losses in the
many millions of dollars in this business."

Rate increases this year are highest for small groups of
under 50 lives. Although a couple of insurers say hikes of

_ only 20% are possible, most concede that increases are
much greater, ranging up to 100%.

Large employers can minimize the size of a rate increase
through company campaigns that promote Wellness and
reduce health care utilization. But most companies that in-
sure their medical benefits are seeing increases in the 25%

to 40% range. Hikes of 50%
to 60% are not uncom-

* % of increase from
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way down that health care costs must be dropping, too,"
said Thomas Ferguson, vp and actuary of The Equitable
Life Assurance Society. But the medical care component is
leading the pack, he pointed out.

The overall CPI increased only 6.6% over the 12-month
period ended April 1982. But the medical care component
during that time surged ahead at a 12.1% clip, acceording to
U.S. Bureau of Labor Statistics.

Nor does the CPI medical care component fully reflect
the forces driving up health insurance costs.

The index only measures unit cost changes, such as the
price of an aspirin today vs. the charge a year ago. It does
not measure increases in utilization of health care. So the

average increase in surgical fees for appendectomies is in-
cluded, but the rapidly accelerating demand for major
heart surgery is not.

Medical care cost shifts to private from public patients is
another pressure on insurance rates that is not captured by
the CPI, say insurers. Since Medicare and Medicaid pro-
grams do not fully reimburse providers for treatment, they
are making up the shortfall through higher charges to pri-
vate patients.

And the gap is growing. This year the private sector will
subsidize public patients to the tune of about $5.8 billion
compared with $4.8 billion in 1981, estimates the Health
Insurance Assn. of America, an industry trade group in
Washington.

Continued price inflat: nn in hospital costs, higher health
care utilization and cost shifting to private patients do not
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give buyers of health insurance much hope for price relief
in the foreseeable future. In addition, insurers show a new
determination to get the premium they need to make their
business profitable.

Several companies told Business Insurance their rates
this year include catch-up provisions for losses sustained in
1980 and 1981. "Many of us badly misguessed what we
would need to get the business on a self-supporting basis
last year," said one company executive.

The Penn Mutual Life Insurance Co. in Philadelphia an-
nounced last month that it is throwing in the towel on
group health and life insurance. It will phase out existing
contracts by the end of the year.

"Because of inflation and decisions by the federal and
state governments, a greater proportion of health care
costs have been shifted to insurers and patients," the com-
pany explained in a prepared statement.

Although Penn Mutual's withdrawal is not expected to
significantly impact the group health insurance market, it
dramatizes the inability of many insurers to turn a profit
in health products. Penn Mutual ranks 18th among the
nation's top life insurance companies with $19.4 billion of
insurance in force.

"I'm afraid medical care is not following the downward
trend in inflation. There has been practically no abatement
at all," observed John Wickens, vp of group under-
writing for The Prudential Insurance Co.

Continued on page 27
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Product liability claim or pollution loss?
By JOHN W. MILLIGAN

NEW YORK-Your idea of a

covered product liability claim
could be your insurer's idea of an
excluded pollution loss. Just ask
Anti-Hydro Waterproofing Inc., a

/Sew Jersey-based chemical manu-
facturer.

Until Anti-Hydro Waterproof-
ing's risk management consultant
and broker clarified the terms of its

comprehensive general liability
policy with its former insurer, a
product liability claim Anti-Hydro

Waterproofing reported to Cana-
dian Universal Insurance Co. was

considered a gradual pollution inci-
dent, excluded under the CGL cov-

erage.
Although the policy interpreta-

tion was quickly clarified once the
facts were laid out, the incident

raised a red flag for the consultant,
James Capell, president of Ca-
pell/Industrial Risk Management
in Princeton, N.J., and Anti-Hydro
Waterproofing's insurance broker,
who asked not to be identified.

They say the wording of the

INSIDE

gradual pollution exclusion in the
Insurance Services Office standard

CGL policy form, used by many
casualty insurers, could be ·,sed to
deny legitimate product liability
claims for the gradual emission of
toxic fumes or vapors from a fin-
ished product.

To counter the possibility of
other clients facing a similar cover-
age gap, they have, after months
negotiations, convinced six othei
insurers to include a "clarifying en-
dorsement" in their CGL policies.

The controversy started last fall

Court invalidates cover

for controllers' walkout

Page 2

when Canadian Universal, a Provi-
dence, R.I.,-based excess and sur-

plus lines insurer, said it would not
cover a potential product liability
loss of Anti-Hydro Waterproof-
ing, which manufactures a chemi-
cal additive for concrete.

The Anti-Hydro Waterproofing
product was used by a construction
contractor who was pouring con-
c.·ete, recalls Mr. Capell. Fumes
fi Jm the liquid were inhaled by a
woman working nearby, who later
sued the contractor, alleging that
vapors from the chemical caused

her physical injury.
The contractor then brought

Anti-Hydro Waterproofing into the
suit as a third-party defendant, and
Anti-Hydro Waterproofing turned
to Canadian Universal. Settlement
of the woman's lawsuit is still

pending.
Canadian Universal, which uses

the ISO standard comprehensive
general liability form, cited the pol-
icy's gradual pollution exclusion in
saying it would not honor such a
product liability claim under Anti-

Continued on page 29

Bill introduced to allow

states to regulate METs

Page 3
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- update: Court invalidates cover
Panel approves Longshore bill
Continued from premous page
limited to 5% a year Currently, benefits are boosted every October
to match the increase in the national average weekly wage

for controllers' walkout
The measure also would overturn a 1979 Supreme Court decision

that widows are entitled to two-thirds of the deceased workers'

weekly wages without an upper limit The bill would limit survi- By BILL DENSMORE tisurance policy purchased before clients if there were a strike, is

vors' benefits to 200% of the national average weekly wage, subject
last year's air traffic controllers' seeking less than $1 million in

to a maximum of $496 NEW YORK-A New Jersey- walkout camages in its appeal to the New

Other provisions would narrow the act's Jurisdiction, increase fu- based medical lab is going to New Metpath Inc, which had bought York Court of Appeals
York's highest court in its fight for the insurance to cover extra ex- The state's Supreme Court Mayneral benefits to $3,000 from $1,000 and eliminate death benefits to

survivors of injured employees who die from causes unrelated to an coverage under a $3 million strike E enses of delivering lab results to 13 nullified the coverage and also
crdered the premium returned

on-the-job injury
, The bill, proposed by Sen Don Nickles, R-Okla, is expected to be

The coverage controversy hinges

considered by the full Senate in late June or early July, insurance Agents: Time is running out cn whether the strike was still a

"strike" after President Reagan
industry sources say A similar bill is pending in the House Educa-
tion and Labor Committee • Agents and brokers. You have several more days to be in- fired the controllers (BI, Sept 7,

cluded in this year's Business Inswance directory of agents and 1981)

Firms dismissed from suit
brokers The Supreme Court said it wasn't

Your completed questionnaire must be in our Chicago office by a strike and the claim for extra ex-

BLOOMINGTON, Ill -A McClean County Circuit Court judge June 4 to be included in the directory that will be published in the penses incurred by Metpath in
Agent/Broker Profile issue June 28 transporting its medical lab results

has dismissed four U S companies from a case involving 54 former
If you have not received a questionnaire, contact Sallie Drury was correctly denied It also or-

workers at Unarco Industries Inc or their survivors The workers

allegedly had contracted asbestos-related diseases today at 312-649-5398 dered the insurer, Birmingham
Fire Insurance Co of Pennsylva- '

Judge James A Knecht granted a summary Judgment May 20 in
favor of Unarco, Johns-Manville Corp, Johns-Manville Sales Corp • Excess/surplus brokers, managing general agents, under- nia, to refund the $170,000 advance

writing managers and surplus lines .nsurers should be on the look- premium Metpath paid for the cov-
and North American Asbestos Corp

Each company had been sued, along with Cape Industries Ltd of out this week for a Buszness Insurince questionnaire Our annual erage

Great Britain and two subsidiaries, as part of a class action by the directory of surplus lines professionals will be published Aug 9, but The court, by a vote of 5-2, said

plaintiffs (BI, Feb 15) to be included your completed questionnaire must be received by that President Reagan's action nul-

But because the plaintiffs were awarded damages in a separate July 5 lified the coverage placed with the

trial against Cape last January, they were barred under Illinois law If you are a surplus lines professional and do not receive a ques- AIG affiliate The strike was only a

from recovering from the four other defendants, the Judge ruled tionnaire by June 4, contact Ms Drury strike for three days, until Presi-

Even though the plaintiffs were awarded $56 8 million from Cape Continued on page 25

at the January trial, it is uncertain whether they will recover any-
thing Cape has contested the court's Jurisdiction and refused to ap- Insurers have
pear at any of the proceedings

Another defendant, Raybestos-Manhattan Inc, also sought dis- BART loses in first trial
missal, but its request was denied because it was not named in the change of heart
original class action, an attorney involved in the litigation said

Open rating advances in Illinois on NBC claim arising from '79 fire
SPRINGFIELD, Ill -A bill that would force workers compensa- By STACY SHAPIRO By RHONDA L RUNDLE

tion insurers in Illinois to compete for risks has passed the state
LONDON-Could the U S boy- OAKLAND, Calif -A recent $50,000 Jury award to a man who

Senate and is under consideration in the House
cott of the 1980 Olympics in Mos- claims he suffered severe psychic inpries in a Bay Area Rapid Tran-

S B 1496, Introduced by Sen Aldo DeAngelis, R-Olympia Fields,
cow be considered a war risk? sit train fire three years ago lS the first trial decision arising out of

requires insurers to file workers compensation rates individually,
Some of the U S insurance com- the accident

rather than en masse through a ratemaking organization
panies that paid a portion of a $76 5 The rush-hour fire occurred Jan 17, 1979, in the underwater -

The Senate approved the bill May 25 by a 54-1 vote
million claim to NBC on a cancella- transbay tube linking San Francisco to the East Bay One fireman

Open rating for workers compensation insurance, proponents say,
tion insurance policy after the died and 46 people were injured (BI, Feb 5,1979)

forces insurers to compete on price and results in lower rates for
United States boycotted the games Plaintiff Donald E Montgom-

employers Rhode Island, Oregon, Kentucky, Michigan and Minne- ery, a 56-year-old electrician,because of the Soviet invasion Of
sota have already passed competitive rating laws, and several other
states are considering similar legislation Afghanistan believe the loss could

claims he could not return to work

for six months after the fire be-
have been a war risk They ap-
parently are having second cause he developed a phobia for •

Court delays hearing on refund thoughts about paying it electrical equipment He sought
$175,000 in compensatory dam-

SPRINGFIELD, Ill -The state Supreme Court has delayed oral And the questions they have
raised already have Influenced the ages -.

arguments in an appeal of a lower court order that requires workers Riding in the last car, Mr Mont- - 4 .· 1».i,1,
compensation insurers to refund $11 billion in premiums to state

market for cancellation insurance
gomery had a clear view of the  , >/ -- ' P

employers, who contend they have been overcharged since 1979 for the 1984 Olympics
The insurers involved in the fireball and burning cars He ap-

The case had been scheduled to begin May 25, but the Supreme parently feared the underwater I * C.,%4, f 'i.NBC claim from 1980 have called
Court clerk's office said the court had decided to delay arguments

for arbitration in that coverage dis-
tunnel would cave in The train

and no new date has been set, but declined to give a reason was stopped for more than 40 min-pute, says Ralph Palmien, execu-
%· -3

If the Illinois Supreme Court upholds the original order by a Cook
County Circuit Court Judge, about 170,000 employers in the state tive vp for the First State Insur- stebefore passengers were eva- -41 &dj 1 - -·
stand to benefit from the refund of a 23 8% rate increase approved in ance Co in Boston, a subsidiary of

The Hartford Insurance Group
BART officials do not believe --

'. ir1979, plus 9% interest that Mr Montgomery's emotional ' 1

The National Council on Compensation Insurance, the organiza-
"Yes, we are involved in this and

and personal problems werecertain elements about the claim
tion that files for rate increases on behalf of the state's 250 workers caused by the fire But the tranmt '·, 9will be arbitrated," said Mr Pal-

. j 'IN. 4 149 - 1 Y
compensation insurers, filed the appeal

mieri, although he wouldn't give system's attorneys have not yet ,' '  ¥ (JE 2 n - ''The NCCI, employer groups charge, did not include investment
details decided whether to appeal the 1 , A 41 + i «-- .D' 1income when they calculated the 1979 rate proposal As of Septem-

NBC, however, lS not directly in- Alameda County Superior Court 4 4 11 M
ber 1980, however, Illinois law was changed to include investment decision, reports Jordan Tolchin, , f 4 11

i income in ratemaking
volved in the arbitration because

who became BART's insurance

OutCZ:*(ArtfCand insurers attempted to settle the dispute
its claim was paid in full in 1981,

If BART pays the $50,000 7
says Dorothy Calvalcante, NBC's manager last September -Il L
director of insurance

award, it will be the largest pay- 1"We were reimbursed for the en-

wor' s Stenovenr:anors soeldrieaperttls caorvoeurnethl

Oil rig slip limits to rise tire loss," she said "We received ment it has made for fire-related ,,
.

payment a short time after the claims Thirty-two others have
LONDON-Lloyd's of London will increase the limits on its mas- been settled in amounts averaging 9'-; j

ter 011 rig slip to $850 million from $750 million, London sources say
claim was made "

Cont:nued on page 25 1 about $1,000 Nine passenger  ·'

currently up for renewal errors & tions are unsuccessful

BART has refused to settle any
of the 28 lawsuits filed by fire- Photo Wide Worldinaex omissions fighters, including claims brought One man died in the July 1979 2
by the dead fireman's family

rapid-transit fire.
Benefit beat 4 BART says the firefighters' rule
BI ticker 31 Vol 16, No 22-Business In- should apply that prohibits recovery of damages for job-related in-• The U S Environmental Pro-

1 Classifieds 28 surance (ISSN 0007-6864) 15 pub- tection Agency only requires those jury or death The issue iS pending in a state appeals court
Also pending are three claims filed by ambulance attendants in-Comings&goings: buyers 14 lished weekly at 740 Rush St , hazardous waste generators that

Comings&goings: industry 24 Chicago, Ill 60611 Second-class store wastes on-site for 90 days or Jured after the accident "These are in limbo-I expect everybody lS

Datebook 18 postage is paid at Chicago, Ill, and more to purchase liability insur- waiting to see what happens with the firefighter claims," he said

Editorial opinions All liability losses from the fire have been paid by BART, which6 at additional mailing offices Post- ance against sudden pollution mci-
Info self-insures its first $5 million of liability exposure A multimillion18 master Send address changes to dents. The agency does not require
Insurance services guide 30 Business Insurance, circulation all generators to purchase such in- dollar excess liability insurance program iS underwritten by a

Letters 6 department, 740 Rush St, Chi- surance, as stated in the May 17 number of U S and British insurers

London line 00 cago, Ill, 60611, 312-649-5221 issue Also, the agency's liability in- Property claims resulting from the fire were $63 million as re-
ported earlier (BI, Aug 25, 1980) BART self-insured the first $1Markets 10 Copyright 1982 by Crain Commu- surance requirements apply only to
million of exposure and earned $50 million in property insurancePerspectives 19 nications Ine hazardous wastes as defined by the

Washington 15 EPA, not all toxic substances, and spread among U.S, Lloyd's of London and British underwriters

take effect July 15
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Fund may pay Sisters file $12 million claim
punitive damages against Hilton one day after fire
in Hyatt disaster By STEPHEN TARNOFF was touring the United States

Preliminary investigations into the cause of the
CHICAGO-The first lawsuit claiming damages fire indicated that it may have started after smokingBy BILL DENSMORE The proposed settlement has m the May 23 fire at the Conrad Hilton Hotel that materials ignited a mattress The fire flashed out ofbeen hammered out m at least four killed four people and injured 23 others names Hil- control, spreading thick smoke through the upperKANSAS CITY, Mo -A pro- closed-door meetings with U S ton Hotels Corp as the sole defendant floors

posal is being hammered out to es- District Judge Scott O Wright in One day after the fire, sisters Gwendolyn Hurley, Chicago police last week also were looking intotablish a $235 million fund to re- Kansas City over the last two 42, and Nancy Downs, 40, the possibility of arsonsolve punitive damage claims filed months and during an all-day 1usiui inureoekkgult '3/==. - They were hoping to findm the Kansas City Hyatt Regency meeting May 21 among chiefly in- --...dlil and get information fromHotel skywalk disaster surer-hired attorneys at the Chi mdlion in damages from a woman with a record ofThe settlement proposal involves cago law offices of Perry L Fuller, the hotel chain They say prostitution who wasattorneys for the plaintiffs, defen- the attorney for Columbia Casualty the hotel was negligent I alone in the room wheredants and insurers involved in a Co,one of the CNA Insurance Cos in notifying guests of the I I the fire started She hadclass-action lawsuit but would only and an excess insurer on the third fire and helping them es- had an argument withtap the insurance available to the layer of the Hyatt line of insur- cape the room's occupant, po-five defendants involved in the ance Hilton's estimated $400 p-- r , -.#J v mi.  hee were toldconstruction of the hotel and not However, continuing disputes million in hability insur- The hotel has no
the insurance of Hyatt Corp , among some of the 25 insurers in- ance and $200 million in smoke detectors and its
which operated the hotel, or Hall- volved in the litigation have de- property coverage should  sprinkler system is in-mark Cards Inc, whose subsidiary layed an agreement Judge Wright be substantially more
owned the hotel was told last week that an agree- -- than enough to cover

stalled only on exhibition
hall floors on the lowest

ment, if possible at all, will take losses Property damage levels, a spokesman forweeks :o conclude from the fire :s estimated
- I .1 H the Chicago Fire Depart---4£ 6--=9*,Ii-, Earlier this month, Judge Wright at $3 million and business --- 3 ment said

YUrrzzz. Al Thi f ordered depositions and other dis- interruption at $2 mil- Photo Wide World There was no audible
covery in the class-action suit lion A Hilton waiter serves soft drinks to firefighters. fire alarm for guests onhalted after he was told a settle- Both of the plaintiffs in the 22nd floor The onlyment appeared near the lawsuit were staying at the hotel while attend- manual fire alarm box on the floor sends a silent

On May 24, however, the Judge ing a National Restaurant Assn convention, whose signal to the hotel switchboard and the engineering
M&M backs CU

ordered deposition taking resumed registrants had crammed Chicago area hotels Both department
The testimony of Hallmark Cards plaintiffs suffered from smoke inhalation Hotel personnel warned some of the guests by tel-Inc President Donald J Hall lS They, along with many of the victims, were stay- ephone while fire department personnel began

in cover debate now scheduled to begin June 10 ing on the 22nd floor when the blaze broke out warning others to evacuate after they arrived, ac-
Under an order of Judge Wright, about 9am The fire was confined to that floor but cording to a Hilton spokesman

the deposition is to be taken pri- quickly spread thick smoke throughout the upper Hilton has about $400 million in hability insur-KANSAS CITY, Mo -Marsh & vately However, under Federal floors in the 25-story hotel ance to cover any losses, according to Hilton counselMeLennan Inc is lining up against Rules of Civil Procedure, the tran- One of the four persons killed was Abdelaziz Timothy Applegate "Obviously, there lS adequate
Northbrook Excess & Surplus In- script of the deposition must be Belal, a city official from Casablanca, Morocco, who Continued on page 30surance Co in complicated legal filed publicly with the court clerk
maneuvering over the order in within 30 days after it is delivered
which insurers are liable for the to the attorney of the person who
claims in the Kansas City Hyatt testified Despite losses, coverage plentifulRegency Hotel disaster So far, no depositions in the

M&M, broker for both major de- Hyatt case have been filed in com- By BILL DENSMORE "I've noted hardly any real change at all," says an- fendants in the skywalk collapse pliance with the rule executive at one of the nation's principal reinsur-suits, asserts in recently filed court All attorneys involved refuse to Despite four howl catastrophes in 18 months be- ance intermediaries "The market seems to have an
papers that Northbrook fails to ree- discuss the proposed punitive dam- fore the recent Chicago Hilton fire, there is plenty of unending willingness to take punishment "
ognize the intent of the policyhold- age fund, citing mutual agreements property and liability insurance around for hotels, Anywhere from 30 to 40 reinsurers can be ex-ers and ignores its own policy pro- and a request from Judge Wright sometimes at falling prices pected to express interest in the lower-limit layersvisions when it argues that Com- However, it is understood that After 249 deaths, nearly 800 injuries and hundreds of a hotel chain master package, the intermediarymercial Union Insurance Co Irving Younger of the Washington, of millions of dollars in losses in the five hotel catas- . said
should respond to the millions of DC, law firm of Williams & Con- trophies, underwriters are still flocking to share in Most hotel owners, however, are running scareddollars in claims nolly, the lawyer appointed by the Juity premiums and large-scale liability and and would be pressing their brokers to buy as much

M&M urges the state court to Judge Wright to represent the vic- property risks of major hotel operations, a Buszness as they can," he added
deny Northbrook's request that CU tims in the suit, originally sought a Insurance survey shows Some subtle changes in the insurance market forbe declared an underlying insurer punitive settlement of $50 million The maJor impact of the deaths, injuries and losses hotels and motels emerged in conversations with in-
and ordered to pay its full limits of It also is reported that the principal may be to make hotel managements more safety surers, reinsurers, intermediaries, brokers and risk
$11 million toward claims settle- defendants, led by Hallmark, may conscious and insurers more aware of the millions of managers
ment costs borne by Northbrook have countered with an offer of $10 dollars they have at risk, say those surveyed • Some excess insurers are beginning to spreadNorthbrook wrote a $25 million million to $15 million Cash-flow underwriting via rock-bottom rates their capacity between low-layer and high-layerumbrella policy excess of the $1 Now several sources familiar and availability of cheap reinsurance are cited as the participation They prefer to take, say, a $5 million
million primary layer purchased by with the negotiations say, $23 5 main reasons for an abundance of insurance to rather than a $10 million chunk at lower levels but
Hyatt Corp , operator of the Kansas million is the amount on the table cover the nation s 2.25 million hotel and motel then will come in for another bite at the very high
City Hyatt Regency Hotel, part of That figure represents approxi- rooms excess levels, says an underwriting manager for one$201 million in coverage for Hyatt mately the amount of insurance "You're talking about lots of dollars and people of the excess insurers involved in coverage for thehotels nationwide coverage available to a group of are chasing dollars," says the director of facultative Hyatt Corp

Commercial Union wrote a $1 five defendants-other than Hyatt property underwriting at a major U S reinsurer Continued onpage 30Continued on page 26 Continued on page 26

Bill would let states close problem METs
By JERRY GEISEL self-funded MET insolvencies METs have said the states have no authority For the Labor Department to recognize a

But the chances of congressional approval to do so because ERISA pre-empts state law self-funded MET as a bona fide employee
WASHINGTON-If Congress moves of the Erlenborn bill are unclear Although While these legal battles were being benefit plan, the MET must prove, among

quickly, state regulators soon could have the the measure has bipartisan support through waged, the METs continued to operate By other things, that it is controlled by partici-
power they want to close down poorly man- its co-sponsor, Rep Phillip the time the U S Labor Department or a pating employers, not a third-party adminis-aged self-funded multiple employer trusts A,Il#*,01 -; Burton, D-Calif, chair- court ruled whether a MET really was an trator Few self-funded METs can meet this
before they dump unpaid medical claims on man of the House Labor ERISA benefit plan, the MET in many cases test
small employers Management Relations had gone bankrupt, leaving policyholders Those that do are not approved by the de-Rep John Erlenborn, R-Ill, Introduced on subcommittee, time may with unpaid medical and hospital bills partment would be subject to all of a state's
May 21 legislation that would force the self- work against the bill be- Under Rep Erlenborn's bill, H R 6462, a rules governing insurance operations Few
funded trusts, which provide comprehensive
medical benefits, to abide by state insurance

cause Congress is behind MET still could apply to the Labor Depart- can meet those now and would be forced to
on its work on the federal ment for ERISA certification, but even if it close

laws, including reserve and contribution re- budget were granted, the trust still would be subject The provision in the bill that would allow a
quirements For more than five to any state rules on reserves and contribu- state to close down a MET even while it is

Giving the states this clear-cut pouer will years, state insurance de- tion levels awaiting certification as an ERISA plan will
fill a regulatory vacuum that has allowed Rep. Erlenborn partmen ts have been And while Labor Department approval is greatly cut down on the number of policy-
mismanaged self-funded METs to operate for fighting for the power to pending, the MET still would have to meet holders stuck with unpaid medical bills when
years outside of state or federal supervision shut down mismanaged METs, saying they all state insurance regulations or the state METS collapse, supporters of the legislation

The collapse of self-funded METs has be- are unauthorized insurance operators But could force it to get out of business Under say
come a national scandal as the trusts, which the administrators of the self-funded MEI's the bill, a self-funded MET is presumed not And allowing the states to quickly step in
are supposed to bring the advantages of say the trusts are employee benefit plans pro- to be an ERISA plan until it receives a favor- will eliminate the problem of poorly man-
group health insurance to small employers, tected from state regulation by the Employee able ruling aged self-funded METs continuing to operate
failed, often leaving behind millions of dol- Retirement Income Security Act The legislation states that the Labor De- by taking their case to court and then using
lars in unpaid medical bills And when state regulators have gone to partment's decision could not be appealed in delaying tactics to prolong a decision

And regulators say the most recent failures court seeking permission to examine a MET's court unless the ruling was "arbitrary and For example, the Idaho Insurance Depart-
may only be the beginning of a new round of books or to force them out of business, the capricious " Continued on page 28
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District raises premium contributions
The Bismarck, N.D., School Dis-

trict has agreed to increase its con-
tributions toward employee health
insurance premiums to cover a pro-
posed 20% rate increase.

Starting Oct. 1, the school district
will pay up to $120 a month for an
employee's health care coverage.
This will especially help workers
who have family coverage.

Currently, the district contrib-
utes $105 per month for family cov-
erage, while employees pay $5 per
month through payroll deductions.
However, if the rate is increased
20%, the new monthly premium
will be $132; the school district now
would pay $120 of that.

The district also pays the full
cost of single and dependent cover-
age, which currently is $44 and $67
a month and will remain well
within the district's contribution

benefit beat
even after a 20% rate hike.

Under the new contribution

schedule, won bi, the Bismarck
Education Assn. during recent con-
tract negotiations, the school dis-
trict will contribute $750,000 an-
nually to employee health insur-
ance costs. It currently pays
$675,000.

The basic health plan, under-
written by Blue Cross/Blue Shield
of North Dakota, covers all costs
for plasma, dental and medical
emergencies and diagnostic ser-
vices. It also pays a maximum of
$100 for ambulance services. Em-
ployees pay only a $25 per-claim
deductible for basic medical care

and a $50 per-family annual de-

ductible for their hospitalization
charges.

The major medical portion of the
plan covers 80% of all charges up to
a lifetime maximum of $500,000.
Employees must pay a $100 annual
deductible.

The school district also will add a

new vision care program for its 535
employees if income received from
the state is sufficient.

401(k) plans
Salary reduction plans, also

known as 401(k), or deferred con-
tribution plans, are gaining in pop-
ularity, according to a study by
Buck Consultants Inc.

In a recent survey of 15C major
employers, 101 said they plan to
provide, are likely to provide or are
favoring salary reduction plans for
their employees.

At least 20 of the companies-all
with 5,000 or more employees-
said they would offer a salary re-
duction plan as an optional feature
in an existing company retirement
program.

Many benefit managers said they
would match employee contribu-
tions in whole or in part. Some said
they would include loan prcvisions
with their plan.

Salary reduction plans, made
possible last year through provi-
sions in Section 401(k) of the Inter-
nal Revenue Code, now allow em-
ployees to convert up to 10% of
their taxable salaries into tax-de-
ferred retirement savings.

WHEN IS MERGER THE ANSWER?
Stanley Foster Reed 0 Phillip Turberg, President
Executive Editor of CT Huggins & Company, Member,
MERGERS & ACQUISITIONS® The Hay Group

ANNOUNCE A MOST IMPORTANT AND- TIMELY TWO-DAY SEMINAR

THE AGENCY SYSTEM:

WHO WILL SURVIVE?

WHO WILL THRIVE ?

This special seminar will deal you right into the grow-
ing phenomenon of agency merger-a high stakes game
for both the agent, the agency, and the carriers who de-
pend on them to move their products out to the market-
place. For the carriers themselves are merging-"position-
ing' themselves to exploit the vast economic, social and
technological forces that are radically changing the way
the average American invests his money for both security
and return.

We will explore the Agent's Dilemma in terms of the
latest product-market matrix. We will explore the role of
the agent as "family financial counselor" and teach what
he must do to compete against the new marketing
giants-themselves the product of merger. You will learn
organization in terms of the strategic and tactical
necessities of today's marketplace. And relate that to the
decisionmaking process. Then we will examine the "tech-

nique" of merger-for it is surely one route not only to
survival but growth. And you'll see Stanley Foster Reed's
famous "Wheel of Oppor:unity" and "Fit Chart" applied
to both a P/C and a Life agency. And you'll go home and
make one yourself to get a visible, communicable, arms-
around-it look at who you are and where you might best
go from here.

You'Illearn how to price your agency. How to value it
not only for what it is worth today, but what it can be
worth tomorrow-when it begins to develop the special
niches that mean real profit.

Finally, you will also take away with you, not only a
seminar notebook crammed with guidelines for the
future, but a detailed, 22-point checklist which. in effect,
will be a self-evaluation chart-a basic decision-aid that
will help to point you in the right direction for growth.

THE PROGRAM

PRICE: $445 First Registrant, $395 Each Additional Registrant (from same company).
FIRST DAY SECOND DAY

First Session. First Session: "Merger: One Route to
Second Session: Growth"

Third Session:

Fourth Session:

'The Agency Dilemma Defined"

"The New Product-Market
Matrix"

"Technology at Work: For or
Against?"

"Agency Strategy, Organiza-
tion and Decisionmaking"

Second Session:

Third Session:

Fourth Session:

""Pricing an Agency

"Pre- and Post-Merger
'Niching

"A 22-Point Program for
Growth"

N.B. The Seminar will conclude at 4:00 PM on the Second Day.

PHILADELPHIA Aug. 2,3 CHICAGO Aug. 4,5  DALLAS Aug. 9,10  LOS ANGELES Aug. 11, 12Holiday Inn-Center City  Holiday Inn-0'Hare/Kennedy A/P Holiday Inn-A/P North Holiday Inn-L.A. Int'1. A/P

For Information and Reservations, call:

1-800-523-4620

In Pennsylvania dial:

215-875-2377

-- Another service of:

HY The Hay Group
229 South 18th Street

.JIL Philadelphia, PA 19103
© 1982 THE HAY GROUP

Retiree benefits

More companies are expanding
benefit programs to their retired
workers, but they aren't setting
aside funds to pay for them.

In a survey of 143 pension plans,
New York-based benefit consultant
William M. Mercer Inc. found that
84% of the plans offered medical
benefits to retirees, while 78% pro-
vided death benefits.

However, just 18% of the plans
that offered death benefits and 5%
of the plans that provided medical
benefits to retirees used some form

of actuarial funding or "expense
recognition" to cover future Costs.

The Financial Accounting Stan-
dards Board is considering whether
there should be guidelines on how
to report the future costs of paying
for Other Post-Retirement Bene-
fits, or OPRBs.

Due to the growing number of
retirees, "companies at this time
should, minimally, examine their
OPRB situation and, where neces-
sary, calculate advance funding
costs and accrued liabilities," says
Barnet Berin, managing director
and chief actuary at Mercer. "The
promise being made to employees
and retirees should be very care-
fully reviewed."

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

Justice Dept.
okays policy
purchase

WASHINGTON-The Justice

Department has given Southern
Railway Co. the green light to buy
liability insurance from Harbor In-
surance Co.

The Justice Department had
been asked by Marsh & MeLennan,
the Washington-based railroad's
insurance broker, and Continental
Corp., Harbor's parent company,
whether Southern would violate

antitrust laws by buying a Harbor
policy, which M&M recommended
after receiving bids from several
insurers.

Continental and Southern have
one common director. As a result,
Southern was concerned that buy-
ing insurance from Harbor, the
Continental subsidiary, would vio-
late Section 10 of the Clayton Anti-
trust Act.

Section 10 bars dealings without
competitive bidding between com-
mon carriers and other companies
that share the same officers and
directors.

Although the same person sits on
both the Southern and Continental
boards of directors, Southern does
not share officers or directors with
Harbor.

M&M was hired to make an ob-

jective recommendation on what
insurance policy best met South-
ern's needs, the Justice Department
noted.

"Based on these considerations,
should Southern decide to accept
an insurance package set up by
Marsh with coverage by Harbor,
the Department of Justice has no
present intention to institute en-
forcement proceedings under Sec-
tion 10," said William Baxter, assis-
tant attorney general in the anti-
trust division. .

-
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You have to get your
boots dirty to earn
a reputation in
construction insurance.
Construction is a roll-up-your-sleeves-and-get-to-
work kind of business. The kind we feel at home with.

At Wausau Insurance, we
have special skills to offer -
the construction indus-

try. Our in-depth experi-
ence on many kinds of
projects can help you
compete in the construe-
tion field.

1 r.

7

Check us out in building construction, road and
bridge building, earth-moving, special trades, you
name it - our specialists have been there. On the job.
In the mud. Wherever we're needed.

Our job is to concentrate on the essential services
that will help you control
losses. And when you
work with us by supplying
energy and dedication to
your loss-control effort,
you have your best chance
of controlling your ulti-
mate insurance costs.

5*-21"VFAUSAU
L-5 INSURANCE

---- COMPANIES
//'li.*.,4k',

' ® WausauWisconsin54401
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editorial opinions

If you can't stand the heat...
T A Torkers compensation experts long have warned
V V that claims for occupational disease will be the

biggest workers compensation problem of tomorrow.
Most experts, however, have focused their concerns on

occupational diseases related to continued exposure to
hazardous substances, such as asbestos.

Now we have a teacher in Texas getting workers

compensation benefits for injuries caused by standing
in front of the classroom (BI, May 24).

We don't doubt that the teacher's arthritis was in-

deed aggravated by standing in front of the classroom.
But, up to what point are we as a society going to com-
pensate professionals and craftsmen for the wear and
tear related to their jobs?

Should we pay workers compensation benefits to
business people whose jobs require a lot of wining and
dining? Should their deteriorating physical fitness be
compensable? (Maybe Johnson & Higgins in New York
had this in mind when it told its brokers to stop imbib-
ing at lunch time.)

Should we pay workers compensation benefits to a
chef who contends his illnesses are worsened by a
weight problem that clearly is related to the amount of
fattening foods he prepares and must taste?

Can you imagine a claim for deformity from secre-
tary/typists who argue that their middle-age spread is
really caused by being tied to their chairs all day?

Or how about the risk manager whose blood pressure
is affected by the constantly changing quotes and con-
ditions of the insurance marketplace?

Does he or she have a compensable occupational dis-
ease?

Or the morning anchor person who suffers from in-
somnia from fretting about rising at 3 a.m. to prepare
the morning news show?

Farfetched? Maybe. But we raise these examples to
suggest that there are risks in every profession and
cl:aft that are obvious and within the control of the

employee. They have been referred to with a chuckle
as "occupational hazards" and accepted with a degree
of macho pride for the ability to endure them.

We are not, of course, suggesting that miners should
gleefully accept black lung or chemical workers con-

Pulling out
of Social Security

To the editor: In your May 10 editorial,
"Making Social Security messier," you
made the statement: "We also find it dis-

turbing that hospitals won't tell their em-
ployees of their intention to pull out of the
Social Security system."

I do not feel you have conducted very
detailed research on the various proce-
dures a hospital would have to go through
before they could make a final decision to
withdraw from the Social Security sys-
tern.

From all the education programs I
have attended and hospitals that have
given consideration to withdrawing, one
of the most critical points stressed was
communication to employees. This com-
munication involved the detailed calcula-

tion and review with the employees as to
how they would have been affected on an
individual basis.

In the majority of cases, it had been re-
commended that a survey of employees
be taken to determine if they would be in
favor of withdrawing from the system.
Even though the hospital would not be
bound legally to honor such a determina-
tion by the employees, I have heard of no
instances where a contrary decision was
made.

I do agree that this is a very difficult

letters

sent to sloppy conditions and exposure to hazardous
substances.

We are suggesting that there needs to be a reason-
able balance struck, especially when the so-called in-
jury is obvious and its effects can be mitigated by the
employee, both on and off the job.

The winers and diners can control their appetites.
The chef can stop tasting as much food or move to a
low-calorie restaurant. The typists can exercise regu-
larly. The risk manager can get control of the insur-
ance program. The morning anchor person can switch
to evening news shows. The teachers can sit down
more often.

An employer must provide a safe working environ-
ment. But employees also must recognize that there are
risks that come with the turf. When an "occupational
injury" is related to these conditions, we disagree with
liberal interpretations of occupational disease compen-
sation laws.

It's worth trouble
ext time you jump to question the effectiveness ofa cumbersome loss control measure, think of

child-proof bottle caps.

Most of us have complained bitterly more than once
when on a particularly painful morning after a particu-
larly late night, we've had to focus on lining up a tiny
arrow with a practically invisible dot to get the lousy
aspirin out of the bottle.

You can still complain, but we expect you'll agree
with us that it's a small inconvenience to pay for the
results achieved.

The national Centers for Disease Control announced

recently that since child-proof bottle caps were intro-
duced on containers 10 years ago, deaths from medica-
tion poisoning have dropped 41%. It occurs to us some
of that decrease can be attributed to better product la-
beling and safer storage of medicines, but it is still an
impressive statistic.

We think the lesson here is that the inconvenience

associated with a loss prevention measure is often
worth it.

decision for a hospital to make and has to
be evaluated very carefully as the deci-
sion could vary from one hospital to an-
other, based on employee mix and other
factors.

John A. Hickam

President

Southern Illinois Hospital Services
Carbondale, Ill.

Women's benefits
To the editor: Your story "Employers

say leaving system improves benefits"
(BI, May 10), gives an erroneous im-
pression on Social Security benefits for
women in the system.

You state "under Social Security rules
working women do not always get full
credit for their own work." However, a

married woman may take advantage of
whichever benefit is to her advantage-
either her.own Social Security benefit or
the benefit to which she is entitled under

her husband's benefits.

Her husband pays the same rate as a
single man or woman, so a married work-
ing woman in reality gets a greater bene-
fit in many cases than she would from her
own working record.

True, she is not entitled to both her
own benefit and that to which she could

be entitled under her husband's plan, but
nothing additional was paid under her
husband's plan for the spouse's benefit
over what a single employee has to pay
for himself.

The working wife then may choose
whichever gives her the greater benefit
when she reaches retirement age if she is
eligible to receive benefits both from her
husband's plan and from her own work-
ing record.

Eliene Mitchell

Parkersburg, W.Va.

The cruelest month
To the editor: The month of March

proved fatal to Julius Caesar, but it is not
the cruelest month, as is suggested in
Leonard Wilson's May 10 BI Ticker col-
umn. April has that distinction.

T.S. Eliot's "The Wasteland" begins
with these lines:

April is the cruelest month, breeding
macs out of the dead land, mixing
memory and desire, stirTing
dull roots with spring rain.
Thus, it is fitting that the cheerless

first-quarter reports, which are the sub-
ject of the column, were released in cruel
April.

John L. Dalton

MacCready & Gutman
Insurance Services Inc.

San Francisco

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

business
insurance®

Reporting weekly for corporate risk,
employee benefit and financial executives

Publisher: Alfred Malecki (New York)

Editor: Kathryn J. Mcintyre, A. R. M. (Chicago)

Managing Editor: Lorrie Gawla (Chicago)

Senior Editor: Len Strazewski (Chicago)

CHICAGO: James M. Burcke (Copy Editor)

Eileen Norris (Associate Editor)

Stephen Tarnoff (Associate Editor)

Donna L. Yanish (Agent/Broker Topics

Associate Editor)

' Claudette Dampier (Assistant Copy Editor)
Merrill S. Saltman (Graphics Editor)

Amy Palmer (Production AssistanO
Jim Bakasetas (Production Assistant)
Dorothy Parr Snowden (Proofreader)
Sallie J. Drury (Editonal Assistant)

DALLAS: Steve Sherwood (Associate Editor)

LONDON: Stacy Shapiro (Associate Editor)

LOS ANGELES: Rhonda L. Rundle (West Coast Editor)

NEW YORK: Bill Densmore (Bureau Chief)

James C. Lawson (Associate Editod

John W. Milligan (Associate Editor)

WASHINGTON: Jerry Geisel (Washington Editor)

Corporate: Todd E. Fandell (Corporate Editor)

Joe Faraci (Corporate Art Director)

Advertising Director: Donald A. Walsh (New York)

Midwest Sales Manager: Robert L. Niesse (Chicago)

CHICAGO: Don Mahlmeister (District Manager)

Barbara Tosheff (Classified Sales)

Fran Prybylo (Production Manager)

LOS ANGELES: Sue Sayre (District Manager)

NEW YORK: Charles A. Horvath (Distnct Manager)
Jack Forrest (District Manager)
Timothy O'Hara (District Manager)

Director of Communications: Ronnie I. Drachman

(New York)

EDITORIAL: Chicago: 312-649-5398
Dallas: 214-528-3561

London: 01-637-7961

Los Angeles: 213-651-3710
New York: 212-210-0100

Washington: 202-638-5300

ADVERTISING: New York: 212-210-0133

Chicago: 312-649-5276

Los Angeles: 213-651-3710

COMMUNICATIONS: New York: 212-210-0132

CIRCULATION: Chicago: 312-649-5221

Published by Crain Communications Inc. Chicago
G.D. CRAIN JR.

founder (1885-1973)

MRS. G.0. CRAIN

chairman

KEITH E. CRAIN

vice-chairman

S.R. BERNSTEIN

chairman/executive Committee

RANCE CRAIN

president

MARY KAY CRAIN

treasurer

MERRILEE P. CRAIN

secretary

DAVID J. CLEARY

executive vp/general manager

JAMES M. FRANKLIN

vp/finance

Publishej weekly at 740 Rush St., Chicago, 111. 60611. Offices: 220 East
42nd St., New York, N.Y. 10017, Suite 515, National Press Building.
Washington, D.C. 20045; 6404 Wilshire Blvd., Los Angeles, Calif. 90048:
5327 N. Central Expwy., Suite 200, Dallas, Texas 75205; 25 Bedford
Square, London WC18 3HG. England. $1 a copy. $40 a year in U.S. Canada
and all other foreign add $14 for surface mail. Europe and Middle East only
add $35 for air delivery. First-class mail to U. S. and Canada only, add $50.

Bermuda only, $85 per year expedited delivery. WILLIAM STRONG,
vp-circulation. DIANNE WALSH, circulation manager. ROGER
DiGREGORIO, fu#h//ment director Four weeks' notice required for change of
address. Send subscription correspondence to Circulation Dept, Business
Insurance, 740 Rush St., Chicago. 111. 60611 or phone 312-649-5221. Telex

25-4248 Cable CRAINCOM. Microfilm copies are available from University
Microfilms, 300 Zeeb Rd., Ann Arbor, Mich. 48013. Microfiche copies
available: Bell & Howell. Micro Photo Division, Old Mansfield Rd., Wooster.
Ohio 44691.

Member of Business

Publications Audit of Circulation *ABP



. e

0 ..

l

, t,

00 - ..

.v. v

. V

....

V



8 / business insurance, May 31, 1982

Traver tells insurers what he wants
By JOHN W. MILLIGAN

SKYTOP, Pa.-Insurers better
know what they're talking about
before they try to sell a policy to
Spencer J. Traver.

Mr. Traver, assistant treasurer at
The BFGoodrich Co. in Akron,

Ohio, is one man who has the sci-

ence of risk management down to
the last computer printout.

Insurers should not, for example,
try to sell him coverage at 45 cents
per $1,000 of coverage when he
knows that his losses are a lot less.

And they shouldn't base their
underwriting decisions on old
wives' tales instead of cold, hard

Underwriters want satellite loss data
SKYTOP, Pa.-The Inland Marine Underwriters Assn. is request-

ing that rating bureaus add statistical codes to their data systems so
they can record loss experience for satellite-related exposures.

Loss data for this line of business is not being collected now.
While it is not defined as an inland marine class in the National

Assn. of Insurance Commissioners' Inland Marine Definition, satel-

lite insurance is a property line written by inland marine, aviation
and ocean marine insurers.

The line provides property coverage for satellites launched into
orbit around the earth, an IMUA spokesman says. It also may cover
liability exposures during ground transportation prior to orbit.

EPA REQUIRES INSURANCE
on

WASTE SITES

Environmental Compliance Services, Inc.

provides insurance including

MCS 90 ENDORSEMENT

Generators, Transporters, TSD Facilities
A+ XV Company

Brokerage Opportunities Available
Competitive Commission and Rates

(215) 269 - 6731

empirical data.
Mr. Traver, in an address to the

Inland Marine Underwriters Assn.

annual meeting earlier this month,
put the insurers on notice that he
wants property insurance coverage
with broad policy forms and premi-
ums with no fat.

Mr. Traver, first runner-up in
the 1982 Business Insurance Risk

Manager of the Year competition,
can be a tough man to do business
with, according to personal ac-
counts.

One underwriter for a Philadel-

phia-based property/casualty in-
surer, who attended the IMUA's

annual meeting, commented pri-
vately that it's very hard to make
any money on Mr. Traver. He
knows too much.

In a conference session on differ-

ence-in-conditions coverage, Mr.
Traver said he wants only two
property insurance policies in his
file: primary fire and DIC.

DIC coverage is a distinct class f
inland marine insurance combin-

ing fire and other property cover-
ages at the catastrophe level. Nick
Creatore, senior vp at American
Home Insurance Co. and another

conference speaker, described the
coverage as "all risk" in nature,
with the exception of exclusions
like earthquake, flood and collapse,

Mr. Traver said he wants only
three exclusions in his DIC cover-

age: nuclear, war and gradual dete-
rioration. "From our perspective,
we want them all covered," he said
regarding risks like earthquake
and flood, suggesting that insurers
offer such coverages as "buy-
backs."

High-level coverage for earth-
quake and flood risks will be in
greater demand in the future, Mr.
Traver said, and told the inland

Whenyou consider the risk,
you'll choose a strong Alliance.

If a passing relationship Island, St. Croix, St. Thomas and

seems insufficient justification for Tortola, with corresponding offices
delivering yourself and/or your in Miami, London and Bermuda.

company into the hands of a big-ten We handle virtually every
broker, form an alliance with our type of general coverage, feature
firm. It may be the best insurance specialization in areas as diverse as
move you ever make. private yachts, surety bonding and

To say "we care" in a world Jewelers Block Insurance, and write

which thrives on sentiment may the full gamut of personal insurance
seem presumptuous but, the fact is, policies.
we do. Challenge us to prove it. A Energy, dedication, inventive-
simple phone call is all it takes. ness and personal attention got us

Alliance is a sophisticated, where we are today.
international brokerage firm with Consider the alternative.

more than 86 years of experience, Then call us: (516) 579-8500
and offices in New York City, Long or (212) 895-4602.

ALLIANCE BROKERAGE CORP A
MAIN OFFICE. 3601 HEMSTEAD TURNPIKE, ISLAND TREES, N.Y. 11756 (516) 579 8500

BRANCHES: NEW YORK, ST. THOMAS, ST. CROIX AND TORTOLA

CORRESPONDING OFFICES IN: LONDON.BERMUDA AND MIAMI

A

marine insurers they should not be
afraid of including them in DIC
policies.

Using earthquake risks as an ex-
ample, Mr. Traver said insurers
could underwrite a risk of such

high magnitude by dividing the
country into several geographic re-
gions and then restricting the expo-
sure to a prescribed limit per re-
gion, spreading the risk.

The ability of insurers to take a
number of perils and combine
them in one DIC form is "the sal-

vation of the risk manager," he
said.

One thing Mr. Traver said he dis-
likes is an underwriting decision
not based on empirical data. Ac-
cording to his internal studies at
BFGoodrich, such hard data ac-
counts for only 15% of a premium
quote.

Mr. Traver said he was quoted a
premium for one BFGoodrich risk
of 45 cents per $1,000 of value,
which was described by the un-
derwriter as a "special deal." But
Mr. Traver said he knew his losses
were only running at 22 cents.

Too many underwritersdo not
know how to rate a risk "scientifi-

cally," he said, and rely instead on
factors that are not based on actual
experience.

"I beg you to unlearn all the old
wives' tales not based on empirical
data," he said.

Buying coverage is easier at
. Goodrich than many companies

since Mr. Traver has conducted de-

tailed loss trends on all its expo-
sures, a task that took three years.
This loss data, Mr. Traver said,
makes it easier to ask for "better
covers."

Smaller companies that do not
have the resources to develop ade-
quate loss data must forge a "part-
nership" between buyer and un-
derwriter, he said.

Mr. Traver admitted that the

type of underwriting he prefers re-
quires greater contact between the
buyer and underwriter than most
insurance brokers like.

Insurers should "insist" on buyer
contact when underwriting ques-
tions arise, he suggested, and
should not allow a broker to "muz-

zle the buyer. You're the one pay-
ing the damn losses, the broker
isn't," he said.

"Insist on it!"

Mr. Traver also said insurers

must strive to lower their expense
ratios, making more money avail-
able to pay lossess.

"If I must bust my tail to reduce
expenses in my firm, I think insur-
ance companies should do the
same." •

Insurance law

program offered
WASHINGTON-The Center

for Legal Studies of the Antioch
School of Law is offering an ad-
vanced degree program with a con-
centration in insurance law for in-

surance professionals who are not
lawyers.

The program teaches students
the decision-making abilities and
legal skills needed to work effee-
tively throughout the claims pro-
cess, to anticipate and avoid claims
problems and to assess property
and liability claims negotiations
and settlements

The fully accredited program,
which is taught by practicing attor-
neys, emphasizes developing com-
petence in understanding the law
of insurance, the basic principles
underlying the various fields of in-
surance and the basis of tort and

contract liability.
For more information contact

the Center of Legal Studies, An-
tioch School of Law, 1820 Jefferson
Place, Washington, D.C.; 202-463-
0725. •

THE
POWER

BROKERS™

EBODI"IEB
California

3325 Wilshire Boulevard

Los Angeles,California 90010
Telephone: (213) 3864200
Outside Calif.: 800-421-9544
Telex: 67-3521

Washington

1 Union Square
Suite 3412

Seattle, Washington 98101
Telephone: (206) 624-9880
Telex: 32-1138

minois

100 So. Wacker Drive

Suite 1110

Chicago, Illinois 60606
Telephone: (312) 332-BB
Telex: 210 -108

BRIDED[P
Massachusetts

474 Appleton Street
P.O. Box 1310

Holyoke, Massachusetts 01041
Telephone: (413) 538-8261
Mass. Wats: 800-332-3847

Outside Mass.: 800-628-9017

Telex: 95-5494

Connecticut

Cowles & Connell, Inc.

226 Pearl Street

Hartford, Connecticut 06103

Telephone: (203) 527-2170
Conn. Wats: 800-842-8352

Florida

Specialty Insurance
Managers, Inc.
RO. Box 24695-43

Lincoln Center

Tampa, Florida 33623
Telephone: (8B) 876-4539
Fla. Wats: 800-282-4703

Telex: 56-8307
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car &

truckRental
Insurance

* A + Admitted Carrier
* Coast to Coast

* 20 years continuous stable
Rental Market

* Fast Quotes

* High Limits
* VERY COMPETITIVE RATES

(21®

i BEDFORD
INSURANCE SERVICES, INC.
7966 BEVERLY BOULEVARD

LOS ANGELES. CA 90048

"Wd wrote the book"

© 1982 Unico American Coip.
A Crusader insurance Product

St. Paul acquires two E/S companies
The St. Paul Cos. Inc. is expand-

ing further into the excess/surplus
lines business with the recent ac-

quisitions of two E/S companies.
In the last two months, St. Paul

has acquired John H. Crowther
Agency Inc., a Minneapolis-based
managing general agent and ex-
cess/surplus lines wholesaler, and
underwriting manager IWest In-
surance Managers Inc., based in
Stockton, Calif.

Crowther has 11 offices located

throughout the Upper Midwest and
Pacific Northwest, while IWest has

12 offices along the West Coast.

markets
A new management company-

National Insurance Wholesalers-

will be formed to oversee the oper-
ation of Crowther and IWest. Jack

Crowther, president of the
Crowther firm, will be named pres-
ident of National Insurance Whole-

salers

A St. Paul official cited the com-

pany's "corporate strategy" to be-
come more involved in insurance-

related acquisitions as the reason

for this move.

"These guys fit in very nicely
with that," he says.

St. Paul, the official says, does
not foresee any "too direct" joint
ventures between the E/S firms

and St. Paul Fire & Marine Insur-

ance Co., St. Paul's main insurer.

This arrangement was adopted to
suggest an "arm's-length relation-
ship" with St. Paul Fire & Marine,
the official explains.

Australian venture

Robert Hughes Associates has

1

3

Risk. Can you afford the unexpected?

It*1

Some risks can leave you caught short. Unless you're prepared. And unless
we're there to help. Designing the most appropriate programs at competitive
rates. Offering sophisticated alternatives to finance risk. And lending specialized
expertise to reduce or prevent risks. No matter how large or small.

It's the kind of full-service approach to business insurance we've offered our
clients for over 75 years. Wherever in the world they do business. So, contact us.
We'll show you how to be prepared instead of being surprised.

CB
CORROON & BLACK
Putting insurance risks into perspective.
Wall Street Plaza. New York. N.Y. 10005 · 212-363-4100

formed an Australian subsidiary-
Robert Hughes (Australia) Proprie-
tary Ltd.-to conduct risk manage-
ment conferences and seminars.

The Dallas-based risk manage-
ment consulting firm is starting op-
erations in Australia in reaction to

a "growing demand for more pro-
fessional risk management infor-
mation and services" in Australia

and New Zealand, notes President

Robert Hughes.
Located in Sydney, the operation

also will provide the Hughes orga-
nization with a base for further ex-

pansion in the Southern Hemi-
sphere.

West Coast growth
Betterley Consulting Group, the

Boston-based risk management
consulting division of Tillinghast,
Nelson & Warren, has a presence
on the West Coast now.

Robert E. Ford has joined the
Tillinghast, Nelson & Warren Los
Angeles office as vp and a member
of the professional staff of Better-
ley Consulting Group.

Mr. Ford has 15 years of manage-
ment and consulting experience.

For the last six years he has been
a risk management consultant,
most recently with Ebasco Risk
Management Consultants Inc. He
was also a risk manager and an in-
surance agent for nine years.

Mr. Ford will be involved in eli-

ent consulting and extending the
consulting activities of the Los An-
geles office, which so far have been
focused on employee benefit and
casualty actuarial work.

E/S emphasis
Scottish & York International In-

surance Group is placing a greater
concentration on speciality and ex-
cess/surplus lines business as part
of its long-range strategy.

While the Princeton, N.J.,-based

insurer is not dumping its standard
insurance lines business, it is con-

tinuing a "streamlining effort"
begun last year to emphasize spe-
ciality and E/S markets where the
company feels it is the strongest.

New name

Bila/Rigg Inc. has changed its
name to Terramar Insurance Man-

agers Inc. and moved to 4615 Post
Oak Place Drive, Suite 250, Box
56028, Houston, Texas 77256; 713-
626-3220.

Reinsurer formed
Aneco Reinsurance Under-

writing Ltd. is a new reinsurance
company formed by Aneco Rein-
surance Co. Ltd. to accept the assets
and liabilities of the parent com-
pany's treaty reinsurance business.

Located in Bermuda, the new

market has paid-in capital of more
than $10 million. It will be directed
by Jonathan J. Crawley, a member
of Aneco's board of directors.

Acquisitions
Western Preferred Corp. has

purchased Texas-based United Fi-
delity Life Insurance Co., a sub-
sidiary of The Liberty Corp., for
$70 million in cash and notes.

The Travelers Corp. has
reached an agreement in principle
to purchase Securities Settlement
Corp., the securities clearinghouse
unit of Moseley, Hallgarten, Es-
tabrook & Weeden Inc., a New
York-based securities firm. The

deal will cost The Travelers an es-

timated $2.5 million.

New office

Employers Mutual Cos. has
opened a branch office at Suite 170,
23441 S. Point Drive, Laguna Hills,
Calif. 92653; 714-770-1451. .



"The Hartfordt top-notch
underwriters bring special skills
to standard commercial lines."

An interview with Tony Lubimir,
Senior Vice President, Office of
Underwriting, The Hartford.

Q. The Hartford is known for the quality of
its underwriters. Why is that?
A. Our whole approach to the market
depends upon developing and keeping out-
standing underwriters. That's why we give top
priority to specialized trainirg and career
incentives that make underwriting both chal-
lenging and rewarding. For example, we
created the position of Executive Underwriter
for our most experienced professionals. They
have broad underwriting and pricing authority
coupled with production responsibility. The
position may be unique in the industry.

Q. How do insurance buyers benefit from
the specialized training of Hartford
underwriters?

A. Their insurance needs are
 addressed by an underwrit-

 ing professional with in-
/9// 1 depth experience and expert
FiC $«F:• knowledge of the particular
Af  type of coverage involved.

/1 That high level of underwrit-
 ing expertise is just what
IIIIL-IJIIII brokers and agents tell us
they need to help their clients-especially in
the current business environment, where
qua/ity of protection is as important as price.
Q. How does that underwriting expertise
help insurance buyers get high-quality,
cost-effective protection?
A. The more underwriters know about avail-

able programs, the better they can put together
a plan that is truly responsive to a particular
situation. This is especially true in complex
areas such asWorkers' Compensation, where
a superficial approach may not produce a pro-
gram that works in a buyer's best long-term
i nterest.

a,

Q. What happens when insurance buyers
need specialized underwriting help on both
the Property and Casualty sides?
A. They get it. The Hartford has a well-coor-
dinated team approach that gives brokers
and agents unlimited access to specialized
underwriting and loss control assistance-
in effect, our best corporate underwriting
resources-when called for.

Q. Do Hartford underwriters in the field
have adequate authority to accept or reject
risks without consulting the home office?
A. Because of the superior
training and experience of
our underwriters, we' re
able to give them signifi-
cant authority within
which to operate. In fact, 2over 95% of underwriting
decisions are made in our

regional offices. Of
course, our field underwriters are encouraged
to utilize all corporate resources to develop
the best approach to a given situation.
Q. Is The Hartford consistent in its
underwriting program?
A. It is our policy to be. We don't cover a
particular type of risk one year and drop it the
next. This will become an even more impor-
tant factor as the market starts to respond to
adverse underwriting results.
Q. How can insurance buyers take advan-
tage of Hartford underwriting capability?

/ A. By contacting a broker or , 1,; -

independent agent who represents (1==;)
The Hartford. \-e./

Don't make a decision on business

insurance without a quote from
The Hartford.

t UY

BUSINESS HOME
AUTO
LIFE

Let us protect your world. THE HARTFORD
The Hartford Insurance Group, Hartford, Connecticut 06115.
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Insurers who promise you
the world have been known to

run into this problem.
Handling a corporation's worldwide insurance needs takes more than a

strong desire to do so.
It takes worldwide experience. And all the desire on earth won't give you

that.

Which explains why so many multinational corporations are coming to
American International Underwriters.

As part of AIG, we have offices in over 130 countries and jurisdictions
around the globe. Staffed with over 1500 of our own daims people. Mostly local
people, who've spent a lifetime learning the local laws and customs.

They have the authority to write settlement checks on the spot. In local
currency. Even in locales like Alkhobar, Kyoto and Guam.

In the event of a catastrophe, we can organize large teams of claims
specialists. And fly them anywhere in the world. Faster than you can say
Nouadhibou.

Then theret our worldwide engineering staff. No language, law or foreign
standard is foreign to them. So they can go anywhere to look at your risks.

And they use their multinational expertise to evaluate not only property
risks, but casualty risks as well. E-

Not many insurers can say that. , For more information about multinational coverage, write:

As one of the worldh largest insur-  American International Underwriters
1 Dept. A, 70 Pine St., New York, N.Y. 10270.

ance organizations, we offer a lot of 1
other advantages, too.  Name/Title

For example, we can get you the 1 Compan
coverage you want in places our compet- 1
itors can't.  Afirlrpgs

So send in the coupon. 1 City

And see what it's like working with 1 State 7ip
an insurer who's on top of the world. 1

Telephone
Instead of under it. 1 815-31-82 Member Companies of American International Group.

TheAIG Insurance Companies.
Let us take the risks.
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Coming Up!
Agent / Broker Profiles

Issue Date: June 28, 1982

Ad Closing: June 15, 1982

New York:

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

Chicago:
740 Rush Street, 1 L 60611 (312) 649-5275
Los Angeles:
6404 Wilshire Blvd., CA 90048 (213) 651-3710

Reporting weekly for corporate risk,

employee benefit and financial executives.
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Colt names Wieschenberg
risk management director

Peter H. Wieschenberg, 44, has
been appointed director of risk
management at Colt Industries in
New York. His duties include

safety and loss prevention, indus-
trial hygiene, claims management
and insurance purchasing. Mr.
Wieschenberg most recently served
as director of risk management and
safety at Rayonier Inc., a division
of International Telephone & Tele-
graph Corp. in Stamford, Conn. He
also was director of loss control for

the New York department of Hart-
ford Insurance Group, also a divi-
sion of ITT. Born in West Ger-

many, Mr. Wieschenberg received
a bachelor's degree in industrial
engineering at the University of
Hannover. He also received a bach-

elor of science degree in manage-

f,

The Atlantic i
54 1*23-31

is moving 1.J

inland. *s

It takes an experiencedmarine underwriter to

offer the most versatile

commercial inland marine

coverages these days.

1 fCALLERYft)#90
>S« *'FI»ARTS/f>{
lk]N[D,XNTIQUES];

.

a
Many can cover ®

the shipping and _
installation of new ba.=*.*-.4 v
machinery. Atlan-

1

tic also can protect ... -*f

the plant owner from with creative and innovative

loss of earnings and extra ex- underwriting. As with all lines,
pense due to a mishap during continuing quality service sets
shipping and installation. Atlantic apart.

Many can cover contractor's Service begins with Atlantic's
equipment. Atlantic's coverage uncommonly capable and pro-
also can pay for the rental of fessional independentagents
substitute equipment in r<YG----_ and brokers.

case of loss or damage. ,)PeevaB'.---1''Irill Our loss con-

Our broad sweep of f st*' f** trol experts in all
inland marine in- 16*- #%VAN Atlantic regions
cludes bridges, ASPAFfliggiv-<*/ coast-to-coast
dams and tun- **b..9- knowtheirinlandrisks
nels; antiques and  and the latest preventive
fine arts; computer ' techniques.
hardware and software; rail But nobody bats a thousand, so
hopper cars and theircargos of wealso have helpfulclaimspeople
coal; and the newest in high whose inland experiences gives
technology risks. policyholders the fast, fair and

But Atlantic's inland helpful claims service Atlantic
marine expertise doesn't end has bei noted for since 1842.

ghe d Wk  <6 em#mnied
Atlantic Mutual Insurance Company · Centennial Insurance Company

Home Office: The Atlantic Building · 45 Wall Street. NewYoll<,NY 10005

comings &
goings: buyers

ment and a master of business ad-

rninistration degree in interna-
tional business operations from
Fairleigh Dickinson University in
Madison, N.J. He belongs to the
Bisk & Insurance Management So-
ciety, the American Society of
Safety Engineers and the National
F ire Protection Assn. He reports to
Dr. Andrew C. Hilton, senior vp
and director of administration. Mr.

Wieschenberg replaces Joseph G.
Hulwerda, now director of risk

management with Dart & Kraft
Inc. in Chicago.

***

At Rayonier Inc., Robert C.
Elinskas Sr., 38, has been named

manager of risk management andl
safety, replacing Mr. Wieschen-
berg. Mr. Elinskas was previously
regional loss-control director with
CNA Insurance Cos. in Chicago. He
also has held loss-control positions.
with Hartford Insurance Group,
another division of ITT. He re-

ceived an associate of science de-

gree from Becker Junior College in
Worcester, Mass., and a bachelor of

sjience degree in industrial rela-
t-ons and master of business ad-

ministration degree from the Uni-
versity of Bridgeport in Connecti-
cut. Mr. Elinskas reports to com-
I:any treasurer Samuel E. Everitt
br his risk management duties and
t) Carl W. Peacock, vp of adminis-
tyation, for his safety management
duties.

.

We'd like to report on risk manage-
nent or beneAt staff changes. Contact
Sallie Drun/, Business Insurance, '746
M. Rush St., Chicago, m. 60611, or cati
312-649-5398.

om The Aeprint Department L

business
in=ance

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

Do you need to dis-

tribute copies of arti-

cles appearing in Busi-

ness Insurance at your

meetings or for your
mailings?

Business Insurance

has expanded its re-

print department to
meet your needs.

For fast, low cost* re-

prints of articles ap-

pearing in Business In-
surance, or to obtain

reprint permission for

your own copies, call or
write:

Reprint Department
Business Insurance

220 E. 42nd St.

New York, -N.Y. 10017
212-210-0131

*New prices effective 1/1/82



Federal tort law
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IRS wants taxes withheld from pensions
By JERRY GEISEL

WASHINGTON-The Internal

Revenue Service wants employers
to start withholding federal income
taxes from their retirees' pensions.

The IRS believes it may be losing
as much as $2.8 billion a year in tax
revenue because retirees aren't re-

porting their pension income.
And the problem of underreport-

ing pension income is expected to
grow as more workers retire and
private pension plans expand.

To ensure that pension income is
reported, taxes should be withheld
from pension checks just as taxes
are now withheld from salary, ac-
cording to IRS Commissioner Ro-
scoe Egger Jr.

"In much the same way that ini-
tial institution of the withholding
system was viewed as a service to
wage earners, we believe institu-
tion of a similar system for pen-
sioners can be viewed as as benefit,
enabling them to continue meeting
their tax obligations on a pay-as-
you-go basis," Mr. Egger told the
House Ways and Means Commit-
tee.

But George Cowles, senior vp at
Bankers Trust Co. of New York,
warned the committee that the cost

of starting and maintaining a with-
holding system for pensions could,
in the long term, result in reduced
retirement benefits.

Mr. Cowles, who spoke on behalf
of the Assn. of Private Pension &

Welfare Plans, also said an auto-
matic system "would inevitably re-
sult in hardship to recipients be-
cause of the likelihood of overwith-

holding."

Another insurance trade group
has thrown its support for a federal
product liability law.

The National Assn. of Casualty &
Surety Agents says the growing un-
certainty and confusion in the tort
arena make a uniform federal law

necessary.

"The widening disparities in
state tort laws and court decisions

dealing with product liability, and
the enormous cost to all parties of
product liability litigation under
the present system led us to the
hard reality that a federal reform
statute is necessary," said John
Doetzer, chairman of NACSA's leg-
islative committee.

Other insurance trade groups
that now support federal product
liability legislation include the Alli-
ance of American Insurers and the
American Insurance Assn.

PBGC premiums
Congress should act quickly to

approve increased pension termi-
nation insurance premiums to stave
off even larger increases in the fu-
ture, says Edwin M. Jones, the new
executive director of the Pension

Benefit Guaranty Corp.
The PBGC, the federal agency

that guarantees workers' vested
pension benefits, wants Congress to
approve legislation that would raise
the annual premium that com-
panies with pension plans pay to
the agency to $6 per plan partici-
pant from $2.60, effective Jan. 1,
1983.

If the increase's effective date is

delayed by just one month, the pre-
mium would have to be hiked to

$6.56 to raise the same income as
the proposed increase, according to
Mr. Jones.

Mr. Jones told the Senate Labor

subcommittee that the premium in-
crease is needed to eliminate a $192

million deficit already confronting
the federal agency.

PBGC insurance premiums for
single employer plans were last in-
creased on Jan. 1, 1978, when the

premium jumped to the current

$2.60 from $1.

washington

Tax on employers?
The maximum pension benefit

an employer could provide to em-
ployees and still receive a tax de-

' t

duction for the contribution would-

be slashed under legislation, H.R.
6410, proposed by Rep. Charles
Rangel, D-N.Y.

A participant in a defined benefit
plan would be allowed to receive a
maximum annual pension of

$90,000, down from the current
maximum of $136,425.

In addition, employers sponsor-
ing defined contribution plans or
profit-sharing plans could contrib-
ute up to $30,000 per participant to
the plan, down from the current
$45,475 limit.

Under the Pension Equity Tax
Act of 1982, these maximum bene-
fits could not be adjusted upward to

4 52 '/

match inflation.

"I believe that the $30,000 and
$90,000 amounts for tax-deductible
pension plans are entirely rational
and defensible limits for govern-
ment involvement in employee plan
development," Rep. Rangel said.

The House Ways and Means
Committee will begin hearings on
Rep. Rangel's proposed legislation
on June 8. .

t® 1
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Rnancial
Strategies InBusiness Insurance

An INA Series

Tying down "Project Orbis first caught Chairman Robert
» tbe coverage E Corroon's attention in 1974," says Richard A.

on a Jiying Loughlin, executive vice president of Corroon &
2.-;..4 hospital. Black Company of New York. «It was an ambi-

-Corroon & Black's tious plan to build an ultra-modern eye care hos-
Richard A. Loughlin pital inside a DC-8, which would fly worldwideI. ''

and spread the latest in ophthalmological science-                        ' *-

and surgical techniques."
Now, with Project Orbis literally off the

ground, Corroon & Black handles its complex
< -1

insurance program. "The project," notes Loughlin, «de-' 5

mands an international carrier able to do it all: aviation,
malpractice, property, casualty, bond, benefits, war risk.

- That's why we chose INA.
«Not only is INA truly international, it has specialists

-„s-«7 uru v#Atl V in virtually every insurance area, and just as important,
.                                                                                                                                                                   »JZ -*2 the ability to coordinate these experts on an account

underwriting basis. They've worked with us on the design
and implementation of the program over an eight year period, through widely fluctuating market
conditions, constantly updating the coverage as our projections change."

INA Special Risk, formed in 1977, carries the program now, "which makes it even easier for us
to obtain the services we need from a variety of INA people.
That's important when you're putting together a risk protection
program for the world's first flying medical teaching hospital.

"INAs dedicationi' he concludes, "has matched that of t
Project Orbis' creators in making this exciting humanitarian

t
concept a reality."

Several years ago, PPG Industries, a Meeting
multinational manufacturer of chemicals, international
glass, fiberglass, and coatings and resins challenges
products, took a hard look at its overseas witb domestic <
liability coverages. experience.

.

"Based on our domestic experience with -PPG Industries'
Lawrence Call . e-third party and product liability exposures," -->

says Lawrence Call, director of risk management for PPG, «we
were concerned that our foreign subsidiaries, which account for («91<
about 20% of our total net sales, might be underprotected. .4- . -'-I



"Buying all the necessary insurance through the home office could have caused tax disadvan-
tages. Besides, it wouldn't have meshed with our local profit center orientation. So instead, we
encouraged our subsidiaries to purchase local coverage from admitted carriers at the recom-
mended limits in those countries."

Many of these local carriers were INA International companies, and INA was also involved
with PPG back home. "To bring the various policies up to U.S. terms and conditions," explains
Call, «we purchased a blanket excess and Difference-in-Conditions policy from INA which
unified and strengthened our entire program."

According to Call, INA has helped reconcile PPG's risk management program with its
international financial objectives. "INA International's participation has allowed us to broaden
coverage, reduce costs, improve our tax position and absorb expenses locally."

"We once relied heavily on retrospectively-rated insurance policies,
says Larry Gabriel, manager of pension funding and general insurance
for Clark Equipment Company. «But that approach made it impos-
sible for us to accurately predict what
our annual insurance costs would be." Real)ing tbe

The multinational manufacturer of benefitsfrom
axles, transmissions, material handling a move             ,M --14

and construction equipment moved to 1*7*ore.
solve this problem in 1979 by forming a -Clark Equipment's

Larry Gabrielcaptive insurance company. Today, with R*

INA as the primary underwriter, the captive reinsures
Clark's domestic general liability and workers' compensa-
tion coverage, and its foreign property insurance. '10 . . ,

According to Gabriel, the captive operation has yielded ft--

benefits beyond the initial goal of cost containment: "We
now have direct access to worldwide reinsurance markets."

Dealing directly with these markets has enabled Clark
to negotiate both single and multiple occurrence loss limits
on its foreign property and general liability coverages. These limits help protect Clark against the
possibility of a catastrophic loss-as do the company's extensive loss control efforts.

"Our profit center managers know that the captive's fiscal health affects our overall corporate
balance sheet, so they're eager to control losses," notes Gabriel. "This has been especially
important in the area of workers' compensation, where the cost of benefits increases yearly."

Clark has also improved its cash flow by going the captive route. Explains Gabriel: "At today's
high interest rates, our reserves are generating income that will help finance our continued
expansion around the world."

Decision-making in business insurance has never been more complex. And the financial
implications have never been greater. Today, devising cost-effective insurance programs requires
knowledge, experience, capacity-and a complete range of products and services. Hexibility and
the willingness to innovate are also essential.

INA can combine these elements in developing practical solutions, new approaches, and
better strategies. Consult the professionals. Write directly to John Cox, INA, 1600 Arch Street,
Philadelphia, PA 19101 or call (215) 241-2729.

Tbe resources to do it al!, tbe strategies to do it yiglbt. INA
INA

CIGNA a company of
- CIGNA Corporation

.

I
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datebook
JUNE 74. The Captive of the Future seminar in
New York, sponsored by the American Manage-
ment Assns.; members, $560; non-members, $645.
AMA, 135 W. 50th St., New York, N.Y. 10020; 212-
246-0800.

JUNE 741. Basic Safety Management seminar
in Houston, sponsored by the International Safety
Academy; $535. Also July 12-16 in Houston. Inter-
national Safety Academy, 10575 Katy Freeway,
Box 19600, Houston, Texas 77024; 713-932-9400.

JUNE 7-11. Reinsurance Practice course in

Warwick. Bermuda, sponsored by Risk Research
Group; 630 pounds (approximately $1,109); 560
pounds for each additional participant from same
company (approximately $986). Course Coordina-
tor, Risk Research Group Ltd., Bridge House, 181
Queen Victoria St., London EC4V 4DD.

JUNE 840. Financial Analysis for Itisk Man-
agement Decisions seminar in Washington,
sponsored by Cozzolino Associates Inc., $685, plus
$50 registration fee per company. Conolino Asso-
ciates Inc., 12 Chippenham Drive, West Berlin,
N.J. 08091; 609-784-7105.

JUNE 840. Industrial Fire Brigade seminar in
Columbus, Ohio, sponsored by Mead Loss Control
Consultants Inc, $300. Mead Loss Control Consul-
tants, Courthouse Plaza N.E., Dayton, Ohio 45463;

513-223-1300, ext. 240.

JUNE 840. Risk and Insurance Management
in Banking seminar in Philadelphia, sponsored
by the American Bankers Assn.; $385 for mem-
bers. $480 for non-members. Registration limited
to 70 participants. Shelly Davis, Registrar, Ameri-
can Bankers Assn., 1120 Connecticut Ave. N.W.,
Washington, D.C. 20036; 202-467-4047.

JUNE 9. Risk Management Information Sys-
temsseminar in Tulsa,Okla., sponsored by Corpo-
rate Systems; $50. Matt Davis, Corporate Systems
Box 31780, Amarillo, Texas 79120; 806-376-4223.

JUNE 9-11. Advanced Safety Management
course in Atlanta, sponsored by International Loss
Control Institute; $350. ILCI, Box 345, Loganville,
Ga. 30249; 404-466-2208.

JUNE li Analytical Approach to Risk Man-

agement seminar in New York, sponsored by
Business Insurance; $435. Also June 16 in Chi-

cago. Beth Levine, Business Insurance, 220 E.
42nd St., New York, N.Y. 10017; 212-210-0229.

JUNE 1445. The Mine Safety and Health Act
conference in Denver, sponsored by The Energy
Bureau Inc., $650. Jane Marsik, The Energy Bu-
reau, 41 E. 42nd St„ New York, N.Y. 10017; 212-
687-3178.
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JUNE 14-16. 1982 Washington I,egislative Up-
date program in Washington, sponsored by the
International Foundation of Employee Benefit
Plans; members, $390; non-members,$465. IFEBP,
18701 W. Bluemound Road, Box 69, Brookfield,
Wis. 53005; 414-786-6700.

JUNE 14-16. Techniques of Risk Management
coure in Hartford, Conn., sponsored by the Risk
& Insurance Management Society; members, $345;
non-„members, $445, $195 for each additional par-
ticipant from same company. Claudia Shnider,
RIMS Schools Administrator, 205 E. 42nd St., New

York, N.Y. 10017; 212-286-9292.

JUNE 14-18. Recognition of Occupational
Health Hazards course in Los Angeles, spon-
sored by the University of Southern California,
Institute of Safety & Systems Management; $475.
USC Institute of Safety & Systems Management,
Office of Extension & In-Service Programs, Los
Angeles, Calif 90007, 213-743-6523/6524.

JUNE 16. Managing the Problem Employee se-
minar and workshop in San Francisco, sponsored
by Golden Gate University's Center for Profes-
sional Development, $150, 10% discount for
Golcen Gate University alumni or organizations
enrclling more than one person. Center for Pro-
fessijnal Development, Golden Gate University,
536 Mission St.. San Francisco, Calif. 94105; 415-
442-7248.

JUNE 1648. Techniques of Finance and Ac
counting course in Nashville, Tenn., sponsored by
the Risk & Insurance Management Society; mem-

HOW DO YOU
CHOOSE A

RENSURER?

ben, $345; non-members, $445; $195 for each addi-

tional participant from same company. Claudia
Shnider, Risk and Insurance Management Society
Schools Administrator, 205 E. 42nd St., New York,
N.Y. 10017; 212-286-9292.

JUNE 1649. Corporate Benefits Management

conference in Stateline, Nev., sponsored by the In-
ternational Foundation of Employee Benefit
Plans; members, $470; non-members, $545. IFEBP,
18700 W. Bluemound Road, Box 69, Brookfield,
Wis. 53005; 414-786-6700.

JUNE 17. Controlling Runaway Legal Costs
for Workers Compensation workshop in San
Francisco, sponsored by Golden Gate University's
Center for Professional Development; $150; 10%
discount for Golden Gate University alumni or or-
ganizations enrolling more than one person. Cen-
ter for Professional Development, Golden Gate
University, 536 Mission St, San Francisco, Calif.
94105, 415-442-7248.

JUNE 1748. Structuring and Managing Asso·
ciation Captives conference in New York, spon-
sored by Conning & Co., $495. Robert Brian or
Lynn Prunkl, Conning & Co., 41 Lewis St., Hart-
ford, Conn. 06103; 203-527-1131.

JUNE 17-19. Corporate Benefits Management
conference in Stateline, Nev., sponsored by the In-
ternational Foundation of Employee Benefit
Plans; members, $470; non-members, $545. Inter-
national Foundation of Employee Benefit Plans,
18700 W. Bluemound Road, Box 69, Brookfield,
Wis. 53005; 414-786-6700.
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LOOK FOR A DISTINCT DIFFERENCE
IN SERVICE.

At Folksamerica, outstanding service
is not an obligaion, ifs part

of our tradition. We're available,

attentive and responsive You'll fine
the Folksamericc difference

in service a most refreshing
advantage"
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FOLKSAMERICA REINSURANCE COMPANY A Member of The Folksam Group of Stockholm, Sweden
100 William Street. New York, NY. 10038 · Tel. (212} 483-0330 Telex: 64-9076 Twx: 710-581-5387

JUNE 20-23. Group Health Institute conference
in Detroit sponsored by the Group Health Foun-
dation, an affiliate of the Group Health Assn. of
America Inc; members, $345 non-members, $395.
Conference Office, Group Health Foundation, 624
Ninth St N.W., Washington, D.C. 20001; 202-737-
4311. -

JUNE 21-23. Accident Potential in Workplaces
Due to Human Factors course in Los Angeles,
sponsored by the University of Southern Califor-
nia, Institute of Safety & Systems Management;
$260. USC, Institute of Safety & Systems Manage-
ment, Office of Extension & In-Service Programs,
Los Angeles, Calif. 90007; 213-743-6523/6524.

JUNE 21-24. Inspector Training seminar in
Houston, sponsored by the International Safety
Academy; $490. International Safety Academy,
10575 Katy Freeway, Box 19600, Houston, Texas
77024;713-932-9400.

JUNE 21-24. Captive Insurance Companies: Es-
tablishment, Operation & Management course
in Bermuda, sponsored by Risk Research Group
Ltd.; 525 pounds (approximately $935); 500 pounds
($900) for each addition participant from the same
company. Risk Research Group Ltd., Bridge
House, 181 Queen Victoria St, London EC4V
4DD, England; 01-236-2175; telex 8811636.

JUNE 24-25. Disability Insurance-Emerging
Opportunities seminar in Washington, sponsored
by the Health Insurance Assn. of America; free.
Health Insurance Assn. of America, 1850 K. St.

N.W., Washington, D.C. 20006; 202-862-4066. I

info

• Justrite Manufacturing Co.
offers a selection of safety con-
tainers for flammable liquids.
For a free catalog, write Justrite
Manufacturing Co., 2454 Dempster
St., Des Plaines, Ill. 60016.

• A guide to risks and safety
procedures in handling chemical
materials, "Precautions for the
Proper Usage of Polyurethanes,
Polyisocyanurates and Related Ma-
terials," has been published by
Technomic Publishing Co. This
reference book describes the risks

related to urethanes, isocyanurates
and the chemicals used to make

them, including fire, explosion,
spills, eye and skin contact, inhala-
tion and ingestion. It also explains
required safety steps. It is available
in hardcover for $19.50 per copy.
To order write Technomic Publish-
ing Co. Inc., Box 913, Westport,
Conn. 06881.

• The National Council on Com-
pensation Insurance has made
available two new booklets. The
first, "Workers Compensation Ex-
pense Program," reviews the fun-
damental principles of the work
comp expense program. "Rate-
making. . .The Price of Workers
Compensation" presents the for
mulas and methods for estab-
lishing rates. To order, send $2 for
each copy to NCCI, Box 6585,
Churdh Street Station, New York,
N.Y. 10249.

• Bayly, Martin & Fay has pre-
pared a four-page report also de-
scribing the Risk Retention Act
of 1981. A free copy is available by
writing Samuel Alcorn, Senior Vp,
Bayly Martin & Fay International
Inc., 660 Newport Center Drive,
Newport Beach, Calif. 92660.

• A pamphlet for financial insti-
tutions listing sources of informa-
tion on worldwide terrorist acti-

vities and related security mea-
sures is available from the Bank
Administration Institute. "Terror-

ism" is available in quantities of 10
for $7 by writing Keith D. Mar-
shall, Security Research Manager,
Bank Administration Institute, 60
Gould Center, Rolling Meadows,
Ill. 60008.

.

Haue a new report, booklet or promo-
tional brochure you'd like to send to
buyers of insurance? Business InsuT-
ance will describe informational ma-
terial not costing more than $20 as an
editolial service in the weekly Info for
Buyers column. Simply send uS a
short description of the material to be
offered, along with its cost and a
mailing address. Address all contribu-
tions to Info for Buyers, Business In-
surance, 740 N. Rush St., Chicago, IN.
60611.
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perspective

NEW TECHNOLOGY
Communications, computers changing

the insurance distribution process
By Harold H. Hines Jr.

THE COMMERCIAL insurancedistribution business, currently

dominated by national and regional
brokers, will initiate continuing changes
in operating functions and management
style. Stimulated by an emerging
communications revolution, these

changes will redirect actions
managements take to gain competitive
advantages.

The far-reaching impact of the age of
computers, information storage devices,
terminals and communication links will

influence organizational structure and
reorder processes that determine how

insurance distribution organizations get
things done. As work becomes computer-
and telecommunications-mediated, issues

managements consider important also
will change. So will the corporate
demographies of·insurance enterprises,
the skills distribution professionals

possess and the demands customers make

as they shape future broker roles.

Understanding operating and

management changes can best be
approached by examining the history of
national and regional brokers. Study of
the reasons today's large insurance
distribution firms were created and the

path of their development will confirm
how amenable they are likely to be to
forces of new technology.

National and regional companies
evolved from the relatively few local
agents skillful enough to win substantial
commercial customers. Talented local

agents, situated in large metropolitan
centers with concentrations of

headquarters companies, grew

successfully because they were able to
invent new products, add new services

and influence client decisions. As they
differentiated their operations from their
competitors', they became the
foundations upon which today's national
and regional brokers were built.

The large majority of successful
commercial lines local agents were

single-city, single-owner enterprises; a
few were multicity aggregations of

cooperative entrepreneurs who
transacted business as "common identity"
partnerships. All were small compared
with current national and regional firms,
and all had similar organizational
structures and management styles.

Because organizational success
depended on the ability of the owner or
partners to create and hold customers,
the size of local agents was limited, the
authority of those in control was absolute
and the dependence on several

represented insurance companies was
mandatory. The local agent was subject to
the then-inscrutable dictates of insurance

Harold H Hmes Jr is

president of Chicago-based
Ryan Insurance Group inc..
whose subsidiaries include

brokers and insurance

companies. Mr. Hines
delivered this address last

month to the World

Insurance Congress in

Philadelphia.

economics and

related, seemingly
capricious reactions
of his insurers.

The owners of

local agencies were
dedicated to one

fundamental task:

management of the
key people in their
client companies
who made insurance

purchase decisions.
Successful

entrepreneurs

managed their

organizations by

nurturing personal
relationships with
existing or

prospective

customers, and by
controlling their
support staffs to
remove friction

between staffs and

customers. Simple

feedback systems were
constructed to be sure

all knowledge gained
about client attitudes

was presented to
owners for evaluation

and action. All remedies for problems
and all realization of opportunities
flowed down from above. By juggling the
internal contradictions of their

businesses-the imperatives of control of
customers and countervailing regulation
of employees-commercial lines local
agents prospered. Customer confidence

and employee commitment made their
companies work. Productivity was
synthesized from the beneficial spirit of

intimacy-called personal service-that
bound owners, employees and customers
in satisfying functional and emotional
unions.

The price of intimacy was high, and it
became higher as the demands of

customers became more complex. The
explosive post-World War II business
expansion made huge national and

industrial companies from previous
regional enterprises and multinational
giants from former nationally oriented
businesses. Mergers and acquisitions
accelerated the pace of industrial

development, softening the local agent's
competitive position and decreasing his
productivity.

Tender loving care was no longer the
key to satisfactory results. It was
overwhelmed by unprecedented need to

gather and organize capacity for clients
experiencing extraordinary growth.
Deficiencies in service to customers with

unexpected geographic dispersion

challenged the

principle that local
agent success could

be maintained by

managing client
personnel who made
insurance-buying
decisions.

The anachronism

was reinforced by

the dependence local
agents built on the
few insurance

companies they

represented.
Because of the

volatility of
insurance economics

brought about by
industrial

expansion, and

because of expensive

new interpretations of
social justice, insurers

no longer provided
their local agents with
all the capacity and

services required.
Precipitous price

increases or capacity

refusals damaged the
- local agent's ability to

satisfy customers.
While use of versatile excess and

surplus lines brokers partially alleviated
these problems, customer
confidence-the Holy Grail of the local

firm-began to erode. Erosion was
abetted by the aggressive sales actions of
direct writers and the few broad-based

insurance distribution partnerships
whose sophistication and geographic
reach gave them competitive advantages
over most local agents.

While industrial growth ushered in the
age of the national and regional broker,
the catalyst for fast change was local
agent willingness to join larger
distribution organizations in order to

retain principal customers. Multicity

national partnerships added successful
local firms to create more placement
power and geographic spread. Leading
commercial local agents in New York,

Chicago, California and Texas began to
acquire desirable firms in other parts of
the United States. These quick-moving
events established today's national
insurance distribution organizations that,
financed by public stock offerings,
accumulated revenues sufficient to foster

transformations needed to build a secure

industry. National and regional broker
organizations were tree from the specific
insurance company dependencies that
plagued local firms, and they were

sophisticated enough to solve capacity
and price problems.

Aided by a period of stock market
optimism and their own good
performance, the securities of national
brokers rose to provide price earnings
multiples that supported ambitious
purchases of additional revenues through
acquisitions of many more local agents.
Burgeoning economic and social
inflation, allies of insurance industry
growth, provided the accelerating profits
that fueled the final stages of "the
creation" of present national and
regional brokers.

As these large distribution
organizations were assembled, the need

for strong chief executives became clear.
Local agent parts of new companies had
to be unified rapidly into effective
integrated structures. Weak CEOs would
have been serious threats to stability and
to performance; the need for control and
conformity was compelling. Leaders of
the new industry deserved accolades for
socializing their companies with a high
degree of congruity plus loyalty and the
sense of internal identity required to
build cohesive winning strategies. Top
management needed impressive
short-term results as antidotes to the

natural rivalries and apprehensions of
their associates. Harnessing aggregate
skills in these new companies for instant
success obliged leadership to develop
mechanisms to gain fast feedback about
ongoing results in order to promote
managers able to mold people to fit
incipient corporate amalgamations.

National and regional brokers grew
because they engineered these socializing
effects and because of votes of

confidence received from existing clients
and from new customers won in battles

with local agent and direct writer

competitors. Once integrated, big brokers
concentrated on managing the functions
they perfomed for their customers.

Dramatic market share progress
happened when leaders changed
management goals from the local agent's
exclusive concern with managing client
people to new preoccupation with
gaining control of the operating parts of
comprehensive distribution systems.

Change from past to present began
with the institutionalization of client

relationships, the breaking down of what
remained of the personal control
past-generation entrepreneurs had over
customers. New awareness of the value

of organizational relationships had to be
carefully constructed. Customers with

new needs had new beliefs that no longer
accepted dependence on forceful
personalities, but relied instead on the
promise of functionally mangaged
organizations.

National and regional brokers added
Continued on next page
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Continued from previous page

functions of risk management plan
design, claims administration and loss
prevention and pension consulting to the
traditional insurance distribution

function of competitively gathering and
organizing insurance capacity. In time,

actuarial consulting, financial analysis
and information retrieval were added as

activities to be managed by distribution
firms. Commitments to provide these

functions over wide geographic areas
required pyramid organizations of

managerial and professional skills so that
functions could be sold to customers as

separate or as integrated products or

services, all managed to meet acceptable
standards. Hierarchical top-down
organizations were developed to manage

functions for quality outcomes plus
ambitious profit objectives.
Centralization was necessary to track
employees, profits and client satisfaction
and to communicate results to leaders far

removed from the fields of day-to-day
competition.

Programming systems to obtain
reliable information was essential to

measure achievement. Leaders learned

that it was the systems of an organization,
not its pronouncements of strategy or its
periodic revisions of organization charts,
that told what management really cared
about, what vital signs signified progress.
Broker executives established systems to
verify key operating facts, to tell them if
their perceptions of certainty and
standards of perfection were happening.

By asserting tight control over those
few variables that defined progress,
managers were able to advance their
companies and to capitalize on the unique
circumstances that favored the insurance

industry with increasing shares of the
gross national product.

Searches for progress in sales»growth
and profit margins made national and

regional brokers anticipate their
customers' desires of what products and
services ought to be offered and how they
should be priced.

These growing companies fought

competition by challenging their
prospects' tolerance for the status quo
and they, therefore, gained their
expanding market shares from those less
adroit at satisfying customer

expectations. National and regional
brokers owed their success, to a large

extent, to defining price as what the
customer paid for a function rather than
what he paid for insurance. And, of
course, the customer saw the broker as

providing functions, not insurance.
When they thought about functions

instead of insurance, brokers learned that

some customers enjoyed significant

bargains where broker costs to provide
desired functions exceeded earnings
gained from risk transfer placement
commissions. To correct these

deficiencies·(and equally unfair excessive
commission rewards), brokers offered

fee-for-service arrangements that
charged customers for the time and

expense to render services. Fees for

service permitted the customer to

purchase only what he wanted and the
broker to receive compensation

commensurate with profit margins
needed to secure and advance his

company. Fee-for-service compacts
forced productivity improvements.

National and regional brokers found that
divisions of labor, formed by separating
functions, opened avenues to better

performance and higher margins.
By purifying standards of work output

and by preparing contingency procedures

customers want, other organizations will
have the vision and the energy to
encroach on the insurance distribution

domain. Returns on innovation will be

slow and uncertain, but they will be

worth the investment, because they will
result in survival and progress.

To meet the future with certain

success, national and regional brokers
will re-evaluate the wisdom of

continuing to manage functions in the
neat triangle of strategy, structure and
systems that evolved as mutations of
their local agent heritage. Opposition to

'Clients are demanding reduced service and placement costs
plus more effective communications, and new technology

creates conditions conducive to achieving this step.'

to meet deviations from expected results,
large distribution companies were able to
monitor functions to be sure wanted

outcomes happened.

The tight controls that emanated from
central management did not impair

productivity at the extremes of
organizations; in fact, brokers learned
that inefficiency's greatest ally was loose
direction and that exercises of authority
over margin expectations actually
enhanced productivity. In their quest for
improvement, brokers encountered a
widespread dilemma concerning the
promotion of very productive people.

Because the best people in each
functional area were either promoted to

managementjobs in their own companies
or recruited to management positions in
competitor firms, brokers were rarely
staffed with an abundance of very
qualified people. Brokers sometimes
suffered from inadequate leadership in
key geographic and functional places.
This remains the price new industries
pay when there are many near-equal
competitive units and when each can
easily copy the ingenuity of its
competitors by simply hiring its
competitors' people.

Brokers are still "follower companies"

that watch expenses to avoid the high
costs of innovation. Insurance brokers

allow outsiders to develop ideas that
might conflict with certain vested
interests. But ideas, once tested and

proven reliable, are immediately adopted
by the brokerage industry.

Examples of "follower strategies" can

be observed in the property captive
insurance movement of the 1960s and in

information retrieval developments of
the 1970s. These valuable innovations

were invented by firms outside the
brokerage industry. To meet the future
with the same success they enjoyed at
their beginning, national and regional
brokers will have to become more

innovative, more prone to assumptions
that existing products and services may
become obsolete. If the brokers fail to fill

gaps between what they offer and what

change will be as natural as regression to
strategies and structures that dominated
the commercial local agent's most
prosperous period. Creation of account

managers to coordinate functions for
client buyers will continue to be a
widespread approach to progress that has
its genesis in two basic facts: memories of
past successful solutions and knowledge
that most factors that differentiate one

national or regional firm from another
are disappearing.

Follower strategies have made most
brokers the same as their competitors.
This reality has motivated some
companies to try to dominate customer

insurance purchase decision makers in
the local agent mode. This strategy works
where competition is ineffectual or
unbalanced. Other firms have developed
international organizations or
relationships to expand where
opportunity may be greater or
competition weaker.

In time, balance will be achieved by all
surviving competitors, balance that will
offer few differences in functions

performed and prices charged. Such
balanced competition will reduce profit
margins while it enhances customer
satisfaction.

Breaking away from today's situation,
where most national and regional
brokers offer the same services and

generally find the same risk placement
solutions, will challenge the ingenuity of
the industry's best leaders. Some will
conclude that consulting functions with
large "value-added" components and no
implementation costs are what they wish
to provide; most will decide to fight the
tough market share battles associated
with implementation of risk placement
plans and service programs.

For the majority who choose
implementation rather than consulting,
the future will be full of conflict with

insurance industry underwriters and
service suppliers. Those who select
consulting will not find an easier road,
for they w11 be competing with facile
financial institutions and management

consulting companies outside the

insurance industry, businesses that are
already expanding their expertise to

become involved in risk management
and insurance issues.

In both scenarios, attention will be

directed to redundant costs in all parts of
the risk management and insurance
process. Customers are questioning why
there are such long chains of transactions
and so much friction in the conduct of

the commercial insurance business.

National and regional brokers will have

to give more attention to the
management of process to survive and
prosper.

The managing process will require
controlling and accounting for all costs
and events that begin with risk

management analysis and plan design,
extend through every external and
internal service support function and
conclude with the broad spectrum of risk
transfer and risk spreading mechanisms.

It is instructive to reiterate that

management concern in the insurance
distribution business has changed from
close attention to client people
management to consuming care for
service functions.

Insurance brokers are now ready to
move to process management because
clients are demanding reduced service
and placement costs plus more effective
communications, and because new

technology creates conditions conducive
to achieving this next step in the
evolution of insurance distribution. By
managing process, national and regional
brokers will more directly influence the
organic workings of the.entire
commercial insurance industry.

Process management will attack the
inefficiencies of the insurance industry,
which is clogged with excess paperwork,
too many salesmen churning placements
at very high cost and too many support
personnel in line and staff roles that
impair internal operations and aggrevate
external relations.

There must be dramatic reductions in

labor cost components of all premiums in
order to deliver what customers want.

Commercial insurance prices currently
allocate an average of 25% of each
premium dollar to cover distribution,
underwriting and service support
expenses. Buyers want relief; they are
asking that more of their premiums go to
pay losses.

Technological building blocks are
available to allow brokers to address

these issues. Brokers can manage process
by redesigning organization structure
and work practices. Computers,
information storage devices and
communication links can be used to

integrate risk management planning and
risk transfer transactions through on-line
manipulation of assembled data at
terminals close to customers, brokers and
underwriters.

Networks of interacting
telecommunications systems can form

Continued on facing page
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Continued fromfaang page and the cost to bring transaction parties use of pertinent vital signs data will allow information
the infrastructure of the future insurance together Efforts by brokers to manage managements to test hypotheses before Communications networks will be 1
distribution business, a business that will process will push the entire spectrum of new control ideas are introduced more than conduits for information

become oriented to deliver on-line risk management and insurance Analysis will determine not only what flows, they will become the
responses to perpetual chent inquiries. A activities closer to the customer by operating events happened, but whether organization's collective intelligence
sustained dialogue will monitor moving bringing the customer inside the they occurred for reasons anticipated Networks will alter the way
perceptions buyers and underwr.ters industry's workings Applications of technology will enable organizations function by changing the
have of risk content and risk pricing By These practices will improve customer the insurance distribution business to way group problem solving works, by
uninterrupted monitoring of fluctuations satisfaction and arrest trends of the past overcome lack of economies of scale substituting procedural thinking for
in the financial and operating facts of his decade which have made buyers more which the insurance business shares with memory dependent Judgments
company, the risk manager will be able remote from certain mainstream most other service enterprises As the Changes in organization structure will
to evaluate the dynamics of his underwriting. Some buyers have become volume of risk transfer and service also influence how power is accumulated
company's ability to assume or transfer too distant from the instrinsic nature of transactions increased from the time of and used in insurance distribution
risks Brokers will possess the machinery insurance, which operates at the the local agent's transition until the companies Unequivocal assumptions of

and the systems to facilitate these commercial level through a combination present, there has been a prodivity for power and conspicuous use of power
evaluations and transmit them to of individual buyer losses, aggregate control based on coordination and were the prerequisites of early
underwriters along with moving requests insurance industry losses, the expenses to administration activities socialization and control In the

for coverage and price reactions service both and the value of the Hierarchy and occasional bureaucracy communications era, management styles
Underwriters' reactions will be supported difference between monies collected and have grown up to damage pursuit of will be altered to encourage voluntary
by equally fluid reinsurance monies paid out. maximum efficiencies Brokers will shift cooperation Managers will get things
commitments, so that terms and The new infrastructure will improve customers from secondary users of done without close supervision and they
conditions of coverage will become wire returns for all transaction parties as it electronic products (who receive reports, will promote use of imagination
or radio wave transfers of related encourages more effective trade and invoices and confirmations) to primary People who use the powerful
agreements stored in information banks discourse between transaction parties users with access to stored data, to machines of the new age will have to be
accessible to all transaction parties and The insurance industry will be very underwriters and to comparative creative, motivated by opportunities for
subject to fast mutually agreeable reluctant to change traditional ways of responses independent as well as team action, and
modifications handling responsibilities and ordering This fundamental change will reorder able to clearly articulate complex,

Telecommunications networks of relationships Inertia is best illustrated by how things get done in the insurance machine-managed inputs and outputs
buyers, brokers and underwriters will the unsuccessful efforts some progressive industry Finding ways for customers to Since insurance distribution people will
move commercial insurance industry insurers and reinsurers made to directly use data will overcome have to connect what customers want

documentation from the static ad hoc implement a well-planned electronic troublesome lack of economies and with what underwriters can deliver, the

contracts of today to the transitory, reinsurance exchange (REX). Use of greatly enhance brokers' abilities to need for communications skills will

cybernated agreements of the new era current technology allowed insurers and manage process All commercial remain exceedingly important Sales will
Tomorrow's systems will set up new reinsurers to communicate information insurance transactions, including still have to be made if tomorrow's

connections between buyers and and responses by wire Fast interactions difficult association and franchise technology is going to be put to work
underwriters that will improve the flow between insurers and reinsurers had the dealings, will be favorably affected by In the communications era, machines
of information to better articulate risk potential of reducing the cost to spread these anticipated improvements will replace most clerical workers
content and better appraise transfer commercial insurance risks in the United Internal broker communications Futuristic skills will be contributed by
pricing States and eventually throughout the networks will be as important to future people who can construct comprehensive

Collection and conversion of world successes as the networks that link relevant data bases and by people who
information to facilitate risk content and Resistence to REX was prompted by customers and underwriters In-house can program useful information
risk pricing decisions will be a the violence the concept did to traditional linkages will change distribution business relationships These will be the dominant
distribution system responsibility that person-to-person negotiations that organization structures by eliminating talents of accomplished insurance
will not impinge on buyers' or nourish trust and feelings of usefulness the time and distance constraints which distribution firms

underwriters' prerogatives Placements By avoiding the pleasure and security of have circumscribed organizational Machines will not replace managers, in
will be based on stored knowledge with customary face-to-face discussion arrangements since national firms were fact, the need for leaders will be
proprietary access for all parties who use between insurers and reinsurers, REX created Because of time and distance, intensified by the organization's
collected information to create the caused resentments which made a good brokers have developed pyramids of obligation to create participatory work
knowledge to support decision macing idea fail power in which position is defined by environments that will bring diverse

Only by managing the process of risk Human resistence will always oppose hierarchical status and horizontal communications era skills together in a
management decision making and risk technological progress, and it will function harmony that helps national and regional
transfer pricing will brokers-the brokers mediate between buyers'
collectors, convertors and storers of demand and underwriters' supply
knowledge-have a place in the Brokers will actually be closer to'The computer. already used for risk management planning,
communications era Risk transfer terms underwriters and to customers because

and prices will still be set by will be given commercial sales responsibilities for the insurance distribution system will be
underwriters, and buyers will always be prospect identification, prospect research and proposal design.' custodians of disaggregated data stored at
able to choose what they wish to buy detail level for customer and underwriter

The substitution of electronic media for inquiry and response
paper processing will make the The most successful communications

distribution business more abstract, certainly fight the heirs to REX that will Future organizations, structured era insurance distribution companies will
handling paper has been more concrete be born in the years ahead, as brokers around electronic communications be able to achieve their essential

whereas using "floating data" will be manage the process to please customers networks, will reconcile the mediation tasks by managing the process
very int<angible Paper is the costly already motivated to want the centralization vs. decentralization to bring together for constructive
enemy of insurance industry efficiency efficiencies the communications era dichotomy that has troubled broker purpose information or parties at
When work currently done on paper is promises managements Centralization sacrifices variance, by reconciling disparities of
conducted through word processors, Builders of future systems will time to gain control, decentralization perception and commitment Through
electronic message centers, facsimilies understand how necessary it will be to sacrifices control to gain time the resources of new technologies,
and microfilm, machines will replace involve the people affected by procedural By fostering centralization to gain distribution organizations will be
paper and files change Engendering work control through message switching and fulfilling their historic insurance

Accelerating labor costs will be environments that take employees' habits .nformation pooling, brokers have industry roles
replaced by diminishing machine costs and satisfactions into account will cause accumulated some superfluous staff and Using the new infrastructure to
Communications networks that link employees to develop an interest in and multilayer reporting relationships connect buyers with underwriters will
machines will make insurance work like desire for progress As the instrument of Telecommunications will allow much permit national and regional brokers to
money, an abstraction that is both real change, the new technology will help the lower cost coordination of widely mediate electronic discourse and

and intangible; centrally allocated by brokerage industry find unaccustomed separated units-units spread throughout electronic trade When the
underwriters and decentrally used by ways to improve effectiveness by the United States and eventually the communications era brings changes
buyers, tied together by a distribution producing increasing revenues from world-to gain the dual advantages of described, there will not be

system that makes buyers and satisfied customers and efficiency by increas.ng the decentralized unit's discontinuities of mission

underwriters interactive perfecting internal management controls autonomy and the central organization's The mediating purpose of yesterday's
New coordination will shift The computer, already used for risk knowledge of progress and problems local agent, today's national or regional

communications between risk transfer management planning, will be given Next-generation distribution broker and tomorrow's risk management
transaction parties from cause and effect commercial sales responsibilities for businesses will be systems for processing and insurance process manager will
relationships to feedback and prospect identification, prospect research information, not hierarchical endu-re The evolution of operating
feed-forward systems. Using computers and proposal design in order to lower mechanisms for asserting authority. functions and mangement style will not
to design, place and store insurance selling costs and to improve new business There will be no space constraints on the alter the commercial insurance broker's
coverage will lower the cost of protection results Refinements in identification and organization's ability to mobilize relevant responsibility to manage communication .
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Cheap rates threaten industry: Lloyd's officer
By BILL DENSMORE

WHITE SULPHUR SPRINGS,
W.Va.-Insurers that cut rates and

disregard underwriting standards
simply because they can obtain
cheap reinsurance are imperiling
the industry, warns a deputy chair-
man of Lloyd's of London.

"It may feel good to be able to
offer huge gross lines and impecca-
ble security on the back of cheap
reinsurance," says Walter N.M.
Lawrence. "But what sort of hero

do we look (like) to our clients
when, say, one-third of the security
on which those gross lines are
based suddenly one day is no
longer there?"

Mr. Lawrence was chief speaker
at a breakfast panel discussing
"Our Industry: The Next 10 Years"
during the annual meeting of the

American Assn. of Managing Gen-
eral Agents earlier this month.

He was joined on the panel by
B.P. Russell, chairman and chief
executive of Crum & Forster, and
by Bernard L. Webb, a professor of
actuarial science and insurance at

Georgia State University and au-
thor of the "Oracle Report" on the
future of the industry.

Mr. Lawrence described the in-

surance market as suffering from
overcapacity and an abundance of
cash-flow underwriting. He also
forecast that losses from a major ca-
tastrophe might cause a turnaround
in rates.

"But we should be realistic and

honest with ourselves and admit

that we are going through what is
probably an unprecedented situa-
tion in our experience and it could,
just could, go on for quite a bit yet

Peter G Leitch, President and CEO of
Reed Stenhouse Inc. (foreground) and Frank Schiff,

Chairman of Reed Stenhouse Inc. of New York.

Schiff Terh ne
joins the world of

Reed Stenhouse
-the worl[1's most

internatio al
insurance broker

Schiff Terhune has become an important
part of the worldwide Reed Stenhouse
organization, combining its 75 years of

insurance know-how with our 110 years
of multinational experience. We

welcome the clients, friends and staff
of Schiff Terhune to our network of over

180 offices in 33 countries.

Frank Schiff, formerly Chairman of Schiff
Terhune International, Inc., becomes Chairman

of Reed Stenhouse Inc. of New York

and a Director of Reed Stenhouse Inc.

So now more than ever when you
think about insurance brokerage services,

call the nearest Reed Stenhouse office.

* REED STEN HOUSE
Reed Stenhouse Inc

international Insurance Brokers

insurance ·Risk Management · Empioyee Benefits

Anchorage · Boca Raton • Boston • Chicago · Dallas
Denver · R Lauderdale • Honolulu · Houston

Kansas City, Mo.· Los Angeles • Minneapolis · New York
Oakland · Palo Alto · Philadelphia · Pittsburgh • Portland, Or.

St. Louis · San Francisco · Seattle · Washington. D.C.

before the upturn occurs," ne
added.

Mr Lawrence said excess/sir-

plus underwriers, like Lloyd's and
many of the managing general
agents in the a.idience, are uncer
increasing pressure frcm admitted
insurers "all toc eager to find some
way of turning surplus-line busi-
ness into licensed business in the

nams of that great god, cast flow.
"Your premium volumes are

bound b suffer and profit commis-
sions inevisabl> are hard :o come
by, while expenses have a way of
rernorselessly increasirg," he
added.

Mr. Lawrence attempted to de-
fine the line between yhat he

termed acceptable and unaccept-
able reinsurance, and ne a.so
warned that regulatory au:horities
around the wcr.d will seek controls

over reinsurance if they see a
wholesale collapse of reinsurance
relationshigs

"Once we lose sight of or discard
gross-line underwri:ing integrity, I
believe we are lost," said Mr.
Lawrence. ''If we were zo lose this

integrity, we would simply become
a wheeling-and-dealir-g market
which would never know what

ecntinuity ft could cffer because it
would be totally dependent on the
availability of reinsurance."

Mr. Lawrence said the future

prestige of the insurance industry
depends in two ways upon how it
reacts after what he called -the

next big bang," or catastrophic loss:
"First, the speed with which our

clients are funded their claims by
us, regard-ess of whether we have
been, or ever will be, reimbursed
by our reinsurers," said Mr.

Lawrence.

"And second, the degree to
which we are able to stand up and
be counted for our same gross lines
when we may have lost a consider-
able percentage of our own reinsur-
ances.

In Britain, noted Mr. Lawrence,
auditors approved by the Commit-
tee of Lloyd's require each Lloyd's
underwriting agent to value all of
its qualifying assets-including
government bonds-at market
value. In the United States, regula-
tions of the National Assn. of Insur-
ance Commissioners allow valua-
tion of most bonds at amortized

value-currently much higher
than market value.

Because of the U.S. valuation

standard, Mr. Lawrence said in an
interview following his talk, "if
something started to go wrong, you
could get a domino effect that
would wipe out a lot of capital."

Lloyd's Chairman Peter Green
was scheduled to address the man-

aging agents, but had to cancel his
visit to testify before the House of
Lords on the Lloyd's self-regula-
tion bill. Mr. Lawrence addressed

the conference in place of Mr.
Green. •

Capacity glut
may endure:
Economist

WHITE SULPHUR SPRINGS,

W. Va.-In the last month, top ex-
ecutives of at least three major
property/casualty insurers have
bemoaned their underwriting
losses so far in 1982 and at least one

of them forecasts a tightening of
rates.

But will the tightening really
occur or is that wishful thinking by
insurers that are beginning to see
their profits squeezed by the triple
threats of slackening premium
growth, larger losses and slipping
investment income?

' The market just may not tighten,
says Barbara D. Stewart, former
corporate economist for the Chubb
Group of insurance companies,
who last year formed a consulting
firm with her husband, Richard E.

Stewart, who quit as chief financial
officer of Chubb.

Their firm, Stewart Economics
Inc., is based in New York City.

"Overcapacity in insurance mar-
kets is not likely to go away soon,"
Mrs. Stewart said in a May 10
speech to members of the Ameri-
can Assn. of Managing General
Agents here. "Insurers' belief that
the cycle will end, their desire to be
there when it ends and their need

to meet fixed overhead costs in the

meantime, all suggest there is an
inreasing chance that the competi-
tion will turn more vicious before it

is over."

She cites two reasons for her

view:

• Despite combined ratios in the
108% range, the total profitability
of insurers remains better than the

national all-industry average, she
says. The industry's aftertax return
on sales was 7.5%, and she predicts
that figure will be 6% this year.

"Before the market turned in

1975, the industry's total return was
nearly zero," she adds. "Then, the
impact of zero profits was rein-
forced by distress about reserves
and surplus."

The industry's average return
over the past 30 years has been
4.7%, so it is still performing at an
above-average rate.

• "The second reason the under-

writing cycle is not likely to turn
this year," Mrs. Stewart says, "is
that many people are expecting it

Continued on page 24
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Times are c

for managin
WHITE SULPHUR SPRINGS,

W.Va.-When more than 900 man-

aging general agents and their
spouses get together with ex-
cess/surplus insurers, they do so in
style.

Last year it was in Florida, next
year in Hawaii.

For their 1982 annual meeting,
the more than 200 members of the

American Assn. of Managing Gen-
eral Agents chose The Greenbrier,
a mortar-and-marble testimonial to

the one-time wealth of America's

railroads.

Built originally by the Chesa-
peake & Ohio Railway Co., the re-
sort hotel and its three golf courses
continue to be maintained impecca-
bly by the railroad's successor, CSX
Corp.

For many of the AAMGA's
members, their organization ap-
pears.to function as an old-boy net-
work to find E/S markets and to

link with local agents or buyers.
Although much older than the Na-
tional Assn. of Professional Surplus
Lines Offices Ltd., which shares

some membership, the AAMGA
was just incorporated in the last
year.

The organization, founded in
1926, still encourages black-tie for-
mality at the banquet celebrating
the election of the year's officers.

This year, things were different
for the old-boy network, however.
AAMGA's membership has chosen
their first woman president-elect:
Marie E. Welch, president of the
Oklahoma General Agency Inc. in
Oklahoma City, Okla., who will be-
come AAMGA president at next
year's meeting.

Mrs. Welch says she doesn't re-
gard her election as any great mile-
stone. She says she has always ad-
vised women executives to "let

their actions be conservative, not

ladylike."
"The most important thing is to

figure that you've got a job to do
and do it," says Mrs. Welch, who
defeated Browne B. Bolton, presi-
dent of Bolton & Co. of Louisville,

Ky., for the office.
Ray R. Johnston, vp of The Gulf

Agency Inc. of Montgomery, Ala.,
stepped up to the presidency of
AAMGA at the conference.

Robert C. Quirk, secretary/trea-
surer of Quirk & Co. of San Anto-
nio, Texas, was named AAMGA's

chairman on the joint legislative
liaison committee formed by
AAMGA and NAPSLO.

Efforts by state regulators to ex-
tend guaranty fund protection to
policyholders of non-admitted
companies is a key legislative con-
cern of the two groups. AAMGA
has designated "ky men" in each.
state to watch such legislative de-
velopments.

A total of 120 E/S insurers, 16
brokers, nine reinsurers and 12

vendors (most sellers of rating- and
claims-processing computer equip-
ment) solicited business from the
AAMGA members, with about half

of them taking booth space in an
exhibit hall at The Greenbrier.

Insurers at at the conference

sought managing general agents for
programs running the gamut of
property/casualty coverages, but
most of the programs seemed fo-
cused on the needs of smaller busi-

nesses likely to be the bread-and-
butter customers of local agents
who work with the MGAs.

Among the most exotic programs
were two offered by the Columbus
Insurance Co. of Columbus, Ohio,

which was seeking MGAs for
ultra-light aircraft and legal de-
fense coverages.

The ultra-light coverage is for
single-seat aircraft with engines of
less than 20 horsepower that can be

hanging
g agents
purchased for less than $4,000 in kit
form.

The legal defense policy offers
first-party indemnity for attorneys'
fees and expenses up to coverage
limits of $5,000 or $10,0Ob, for pro-
fessionals like doctors whose errors

and omissions coverage includes a
high deductible.

"There was a great deal of inter-
est from the standpoint of people
not having seen anything like this
before," said John J. Zuccaro Jr.,

Columbus' executive vp.
"We had takers from California,

Arizona right down to Florida."
Other companies promoted cov-

erage for such things as race horses,
halfway houses, ambulance atten-
dants and building demolition
firms.
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Underwriting talent needed: Russell
WHITE SULPHUR SPRINGS, W.Va.-A short-

age of underwriting talent is crippling the insurance
industry's ability to handle unusual risks, says the
chairman and chief executive officer of Crum &
Forster.

"The one thing this industry is really coming up
short on is underwriting talent," B.P. Russell told
members of the American Assn. of Managing Gen-
eral Agents during a panel discussion May 11. Mr.
Russell, himself a former MGA, joined other panel-
ists in discussing the future of the insurance indus-
try.

"I think this matter of underwriting and under-
writing talent is really drifting too far to the back of
the scene," he added.

Mr. Russell, in a later interview, issued a warning

to risk managers and other insurance buyers.
"If you want to do your readers a service, write

that now is the time to check and double-check your
security," Mr. Russell said.

Earlier, he warned managing general agents: 'If I
had to guess, I would say that every person in this
room has a pretty good idea of the financial situa-
tions of the companies you're dealing with. The only
thing you have to do is pay attention to those situa-
tions."

It is in the so-called "judgment-rated" classes of
business where the most price competition exists
among insurers, Mr. Russell said, including the
higher layers of property coverages and technology-
related risks where no statistics exist to back up
pricing.

Market capacity may endure, economist says
Continued from page 22
to turn, and because they will act
accordingly, it won't."

As insurers face greater under-
writing losses and negative cash
flow, Mrs. Stewart believes they
will become more competitive as
they hope to ride out the cycle
without having to shed market
share by raising prices before
everybody else.

"The combined ratio would

have to go to 123% for current obli-
gations to eat up investment cash as
well," she says. "At that point, in-
surers would still have money-
market instruments and common

stocks to liquidate before they had
to sell underwater bonds."

"A cash squeeze, then, won't nec-
essarily cause capacity to leave the
market," she concludes. "Rather, it
could set off an even worse round

of competition as companies strug-
gle for cash to meet obligations."

Mrs. Stewart says similar behav-
ior has been exhibited recently by
the U.S. airlines, caught in a
squeeze of overcapacity and rising
costs. Their response has been to
follow smaller carriers' price-cut-
ting schemes.

"Of course, it is possible that a
cash squeeze could cause enough
companies to leave the market for
competition to ease," she says. "If
the companies pulling out intended
to come back in when prices started
to rise again, then active capacity
would just have been turned into
shadow capacity. When the com-

panies came back into the market,
prices would be driven down
again."

In the last 10 years, property/cas-
ualty insurance has changed from a
sellers' market to a buyers' market,
says Richard Stewart, and the tra-
ditional product orientation of in-
surance companies is better suited
to a sellers' market than to a

buyers' market.
Because speciality companies and

managing general agents have a
buyer orientation, Mr. Stewart told
the AAMGA audience, zhey will be
successful in the next decade. .

Storm damage estimated at $25 million
NEW YORK-Tornadoes, hail,

flooding and severe winds that hit
portions of Texas, Oklahoma and
Kansas May 9-14 caused an esti-
mated $25 million in property dam-
ages, according to C.E. Hermanson,
vp of property claims services at

the American Insurance Assn.
The estimate does not include

damage insured under the National
Flood Insurance Program.

The storm was assigned Catastro-
phe No. 58 by the Insurance Ser-
vices Office,

HOW TO PROTECT YOUR ORGANIZATION'S
ASSETS AGAINST LOSS

Finally In One Source! A Practical, Easy-To-Understand
Guide To Insurance & Risk Management.

'Avoiding Surprises" is a working manual that
unravels the complexities of insurance and -»,» -
risk management and shows you, step-by- 2 *- .- F,-74 -
step, how to develop the lowest - cost insur-
ance and risk management program for your =trE==

organization. Written by a well-known expert
in the field of risk management and edited by t*5432the Executive Editor of the Harvard Business

Review, this book is must reading for anyone
involved in risk management, in any size
organization. It explains: --
. How to identify your assets and exposures.
• Ways to measure the impact of loss situa-

tions on your organization.
• How to eliminate, prevent or reduce the financial impact

of lasses.

• Loss and claims management practices that ensure you get
everything you're entitled to.

• Innovative strategies for financing your risks.
• Important techniques for managing your program, including

the selection of outside suppliers, such as insurance brokers
and service companies. ,

• How to improve your communications-inside and outside the
organization.

• Ways to measure the effectiveness of your program.
• And more!

' --4.

Tr».. -

--

fIED[kICCCauna

AVOIDING

This 277-page, hard-cover volume is packed with the kind of "inside information" you need to
be an effective manager. Send for "Avoiding Surprises" today. /f you are not completely
satisfied, you may return it within 2 weeks for a full refund!

---I.

YES! PLEASE SEND ME 'RVOIDING SURPRISES" AS INDICATED BELOW. 81 1
QTY. PRICE TOTAL

METHOD OF PAYMENT
Enclosed O Check O Money Order
Charge to O MasterCard O Visa
Card No.

lllllllllllllllll

Exp. Datw

SignihirA

Interbank No.

For fasterordering,
call TOLL-FREE
1-800-543-3000
(in Ohio, 1-800-582-1364)
...anytime, day or night.

NAME

TITLE

ADDRESS

CITY

CO.

1-4 Copies $17.95 ea.

5-9 Copies $15.95 ea.

10-24 Copies $13.95 ea

Over 24 Copies $11.95 ea.

Mass. Res. Add 5% Tax

Shipping/Handling '

TOTAL
*$1.75 for one book; $.50 for each additional book.

STATE ZIP

Fill in and return to:

Boston Risk Management Corporation/79 Milk Street/Boston, MA 02109
------------

Ward appointed CEO
of Commercial Union

Howard H. Ward has been
named chief executive officer of

Commercial

Union Insurance

Cos. in Boston.

He is also presi-
j dent and chief

operating offi-
cer.

Mr. Ward suc-

ceeds Lawson

L. Swearingen.
who is retiring

Mr. Ward as chief execu-

tive officer in

August.
Other insurer changes:
John P. Mascotte has been

named chairman and chief execu-

tive officer at Continental Corp. He
was previously president of the
company. Before joining Continen-
tal early last year, Mr. Mascotte was
executive vp at Mutual Benefit Life
Insurance Co of Newark, N.J. He
succeeds John B. Ricker Jr., who

is retiring.
Also at Continental Corp., Ri-

chard A. Simon named senior vp
of Continental Insurance and

chairman of Underwriters Adjust-
ing Co. Mr. Simon was most re-
cently vp and manager of the Con-
tinental Eastern regional office.

Robert W. Carey elected senior
vp of underwriting at John Han-
cock Mutual Life Insurance Co. in

Boston, Mass. He was formerly vp
of the new business department.
Mr. Carey succeeds Charles A.
Ormsby, who is retiring.

William P. Condon elected

chairman and chief executive offi-

cer at AVEMCO Corp. in Bethesda,
Md. Mr. Condon will retain his po-
sition as president of the corpora-
tion. He succeeds Arnold H. John-

son, who is retiring.

Reinsurers

John A. Weitzel appointed vp
and chief financial officer of

Armco Insurance Group's reinsur-
ance companies in Milwaukee. He
will supervise the financial man-
agement of Universal Reinsurance
Corp. and Bellefonte Re Insurance
Co. He was most recently director
of insurance audits for Armco.

comings &
goings: industry 
Prudential Re announced a series

of promotions. Peter R. Greene
elected vp of facultative under-
writing. He succeeds James E.
Dwane, who was named vp in
charge of the treaty department.
Edward B. Hodge named vp for
treaty underwriting. He is respon-
sible for all special and financially
oriented treaty underwriting.

Peter M. Wallner promoted to
vp of treaty underwriting for Scor
Reinsurance Co. in Irving, Texas.
He was formerly an assistant vp.

Agents/brokers
Rodney D. Day III named pres-

ident of Johnson & Higgins of
Pennsylvania Inc. and manager of
the Philadelphia office. He was
previously executive vp of J&H
Carolinas. Mr. Day succeeds
Edwin L. Knetzger Jr., who is
now J&H president. Mr. Day is
succeeded by Brooke L. Williams,
who was named executive vp of
Johnson & Higgins Carolinas and
manager of the Charlotte, N.C., of-
fice. He was most recently manager
of business development for the
Charlotte office.

Lawrence W. Burkhardt pro-
moted to senior vp of Fred S. Jarnes
& Co. Inc. He was previously Mid-
west regional director and profit
center manager of the Chicago of-
fice. Quill 0. Healey also pro-
moted to senior vp. In addition,
William S. Weiland promoted to
vp of administration in the Chicago
office. He was formerly assistant vp
of administration.

Three others, Charles R. Botts,
Thomas W. Hobbs and Robert L.

Young, promoted to corporate vps
at James. Mr. Botts is president of
James' national aviation division,
headquartered in Dallas. Mr. Hobbs
is a senior vp of the broker's na-
tional sales and service division.

Mr. Young is senior vp of the na-
tional self-insurance division. - .
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Olympics claim

Lab appeals decision on strike coverage
Continued from page 2
dent Reagan's firing order, the
court said.

Under the policy terms, no bene-
fits were payable until the strike
reached its seventh day.

A three-Judge majority of the
panel also said that even if the pol-
icy language were considered am-
biguous, it should be decided in
favor of the insurer because the

policy was drafted by Metpath's
broker, Johnson & Higgins, at Met-
path's direction.

In ordering the premium be re-
turned, the court said the policy
was "rescinded by the occurrence

« the unexpected action of Presi-
dent Reagan in terminating the
strike. Birmingham, whose further
liability is excused by reason of su-
pervening impossibility, is never-
theless liable to Metpath for what

Continued from page 2
When NBC's cancellation insur-

ance policy on the Moscow Olym-
pics was first issued by Lloyd's of
London and other insurers. it ex-

cluded war risks. said Stephen
Mei'rett, chairman of Merrett Hold-

ings P.L.C. and the lead un-
derwriter on the $50 million Lon-
don portion of the policy.

There were two underwriting
slips on the risk, though the word-
ings were identical. One was placed
in Lloyd's and London companies
through C.T. Bowring Ltd. and the
other in the United States through
Marsh & McLennan Inc.

But sonie time later, NBC de-
cided it wanted war risks included

in the coverage and offered to pay
insurers to include it. Some U.S. in-
surers, however. refused to include
war risks in the coverage.

Although NBC eventually took
out a separate war risk insurance
policy, NBC claimed on the original
cancellation policy, not the war
risk policy, when the United States
boycotted the Olympics, said Mr.
Merrett.

"NBC claimed on the original
policy and put in notice on the war
risk policy, but they did not claim
on it," said Mr. Morrett.

All the insurers on the original
cancellation policy, including
Lloyd's underwriters, First State
and others like American Interna-
tional Group, paid NBC's claim
promptly.

But now the insurers that re-

fused to amend the coverage to in-
clude war risks wonder if they
should have paid up.

"Some underwriters looking
back at the claim think that it was
not a straightforward risk, and now
they are wondering whether it was
a war risk or an abandonment
risk," said a Lloyd's broker.

The outcome of the arbitration
could set a precedent for future
claims of this type. And it already
has influenced the cancellation in-
surance market, he added.

Capacity for insuring the 1984
Olympics in Los Angeles has al-
most completely dried up and most
insurers are excluding boycott risks
from their policies, he said.

But insurers may have to face the
coverage question even before the
next Olympics.

The war in the Falkland Islands
may force cancellation of this
year's World Cup soccer tourna-
ment in Spain. The tournament's
organizer, the Federation of Foot-
ball A>,sn..,is insured for· 40 million

pounds for abandonment by
Lloyd's through Adams Bros. Con-
tingency Ltd.

Although boycott and war risks
are specifically excluded from the
policy, Lloyd's will have to decide
whether it will pay any loss suf-
fered by the organizer because of
the Falklands dispute. .

the latter has paid in premium
under the terms of their agree-
ment."

The appeals court decision came
in a Metpath appeal of an intermim
decision by a lower state court,
which rejected requests by both
parties for summary judgment in
the coverage controversy.

Earlier, a federal court declined
to hear the case, citing lack of juris-
diction (BL Oct. 26).

Metpath of Teterboro, N.J., says
it spent an extra $50,000 to $70,000 a
week to charter planes to carry
blood and other medical specimens
while airline schedules and air
traffic were in disarray during the
early days of the strike that began
in August. The company does test-
ing in New Jersey for hospitals,
pharmaceutical companies and in-
dustry in 36 nations.

Extra expenses, whicn had to-
taled $550,000 by mid-September,
slowed through the end of the year
for a total claim of less than $1 mil-
lion.

Under the policy terms, Birming-
ham earned the $170,000 premium
even if no strike occurred during
the policy's one-year term Metpath
was required to pay another
$170,000 if a strike did occur.

Neither side will say whether the
second $170,000 was paid by Met-
path or whether it was re.ur·ned by
Birmingham once paid.

"Under the circumstances here

presented, the insurance policy
came to an end, rescinded by the
occurrence of the unexpected ac-
tion of President Reagan in termin-
ating the strike," says the majority
opinion written by Justice Sidney
H. Asch.

*4

D

.

To reach that conclusion, the ma-
jority cites the finding of a U.S.
District Court in Washington, D.C.
In U.S.A. vs. PATCO, the federal
court terminated daily contempt
fines against the 16,500-member
Professional Air Traffic Control-

lers Organization effective with
Mr. Reagan's firing order.

"When an employer has termin-
ated employees and has stated that
it will not permit them to return to
work, there is, by definition, no
longer a strike," the federal court
ruled.

In the Metpath case, a two-judge
minority led by Justice Samuel J.
Silverman, disagreed with their
three colleagues and with the fed-
eral court

Justice Silverman's dissent

argues that part of the J&H-drafted
policy language covered extra ex-

penses incurred by Metpath for dis-
ruption of its business "caused by
or resulting from strike or slow-
down of air traffic controllers be-
cause of failure to reach agreement
and ratification of a collective bar-

gaining agreement.
"We take judicial notice of the

fact that the employees continued
to picket and. at least for some pe-
riod. were unwilling to return to
work, The whole country knew
there was an air traffic controllers'

strike and that it was not just a
three-day matter."

The majority opinion, however,
points to a second section of the
policy which defines "extra ex-
penses" as "the excess (if any) of
the total cost incurred during the
period of a strike or slowdown
chargeable to the operation of the
assured's business." •
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Broker supports CU in cover debate
Continued from page 3
million primary and a $10 million
umbrella excess policy for Hall-
mark Cards Inc., parent of the
hotel's owner, Crown Center Rede-

velopment Corp., part of Hall-
mark's $101 million coverage.

Northbrook contends that CU

breached its duty to defend its poli-
cyholder since it has not defended
or paid any claims on behalf of
Hallmark. In doing so, Northbrook
argues, CU breached its policy con-
tracts and is obligated to pay all set-
tlement costs to date up to its $11
million limit (BI, March 29)

CU contends it has not been for-

mally asked by Hallmark or Hyatt
for any claims settlemen-3.

M&M's comments on the contro-

versy over which insurers are pri-
mary and which are excess to cover
the estimated $100 million in liabil-
ity losses for the disaster are signif-
icant becau5e it served as broker

for both Hyatt and Hallmark.
The M&M brief, filed by John W.

McCullough, an attorney with the
Chicago law firm of Peterson, Ross,
Schloerb & Seidel, is another addi-

tion to the litigation brought before
Jackson County Circuit Judge
Timothy D. O'Leary by Hyatt tc
determine its coverage for liability
losses in the disaster.

The collapse of the skywalks in
the Kansas City Hyatt killed 114
people and injured at least 20C
others. Northbrook already has
paid about $18.3 million in settle-
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ments with plaintiffs, picking up
after Occidental Fire & Casualty
Co. of North Carolina exhausted its

$1 million primary limit.
". . .(T)he circumstances sur-

rounding the placement of the two
lines of insurance demonstrate that

the parties intended that the Occi-
dental line would provide primary
coverage followed by the excess
coverage of the Commercial Union
line," Marsh & McLennan says.

Northbrook argues only the pol-
icy language should be used to de-
termine coverage and that the lan-
guage of all the policies, read to-
gether, requires that CU provide
defense to Hallmark before North-

brook and after Occidential.

M&M counters that the language
in the Northbrook and CU policies
makes it clear the CU coverage is
excess.

M&M argues that Northbrook ig-
nores the language of its own pol-
icy's excess clause, which, accord-
ing to M&M, "clearly and unambi-
guously requires" that the inten-
tions of the parties be taken into
consideration when determining
coverage diputes. M&M says the
clause requires that the reasons for
the purchase of "other insurance be
inquired into and determined."

"The other insurance clause,"

M&M's brief states, "says if other
collectible insurance with any
other insurer is available to the in-

sured covering a loss covered here-
under, except insurance purchased
to apply in excess of the sum of the
retained limits or the underlying
limit, the insurance hereunder

shall be in excess of, and not con-
tribute with, such other insurance."

M&M also cites Endorsement No.

18 to Commercial Union's umbrella

policy. The endorsement was added
as part of the negotiations between
Hallmark and Hyatt and, according
to M&M's brief, it reads:

"It is understood and agreed that
Hyatt Corp. is added as an addi-
tional insured as respects coverages
provided by this policy. . . ,this en-
dorsement is excess over any other
valid and collectible insurance."

M&M also argues that the en-
dorsement was written with the

knowledge of all the parties that
Hyatt's line of insurance existed.

"If, then, this language of the
Commercial Union policy is prop-
erly recognized as establishing that
it was 'purchased to apply in ex-
cess' of the Hyatt line of coverage,
the resulting coverage structure is
that the $201 Occidental line re-
sponds first and, on its exhaustion,
the $101 million Commercial Union

line would respond," says the
Marsh & MeLennan brief.

Commercial Union argues in
court papers that the correspon-
dence among Hyatt, Hallmark and
M&M prior to the collapse shows
that Hyatt Corp. took responsibility
for obtaining liability insurance for
the hotel operations in Kansas City
through an endorsement to its mas-
ter policies (BI, May 17).

Among CU's key arguments
from a brief filed May 11:

• Occidental and Northbrook

were paid in a single policy year
more than $1.1 million in premi-
ums for liability coverage on Hyatt
hotels, including the Kansas City
Hyatt. Northbrook's premium, ac-
cording to the CU brief, was a min-
imum of $91,500 on the basis of 9
cents per $1,000 of gross receipts of
the covered hotels.

CU, on the other hand, charged
no additional premium for addition
of Hyatt as a named insured to its
policies, Commercial Union's brief
says, and it was Hyatt's insurers
that paid all minor liability claims
arising from operation of the hotel
prior to the July 17 disaster.

"Once construction was com-

plete, it is absolutely clear that
Hyatt was no longer to be insured
under the Hallmark policies," says
the 109-page brief signed by Ste-
phen A. Cozen, a Philadelphia at-
torney for CU, "and coverage was
to be effective only for accidents
arising out of construction activi-
ties during such period."

• Further evidence of the intent

of Hyatt and Hallmark, says Mr.
Cozen's brief, is contained in the
Sept. 30, 1977, management agree-
ment between the two companies
governing operation of the Kansas
City hotel. The agreement, at-
tached to Mr. Cozen's brief, con-
tains a whole section on insurance.

The agreement required Hall-
mark to maintain property and lia-
bility insurance prior to the hotel's
opening date as well as thereafter.
Hyatt was required to maintain
workers compensation insurance.

In a key provision, however, the
agreement requires Hallmark to
get a bid from Hyatt for all or part
of the coverage required after
opening of the hotel.

• An indication that both Hyatt
and Hallmark saw potential diffi-
culties with overlapping coverage
is contained in another document,
stamped "Confidential" and at-
tached to the CU brief.

The file memo written by Ri-
chard Heydinger, Hallmark's risk
manager, describes a June 27, 1980,
risk management meeting among
officials from Hyatt, Hallmark,
M&M and other officials. It discus-

sess what Mr. Heydinger terms
"agreements" reached during the
meeting.

The first notation by Mr. Hey-
dinger reads. "Bob Duty, Hyatt, is
to write Heydinger confirming that
there will be no subrogation activi-
ties against Hallmark for workers
compensation or general liability
claims arising out of the operation
of the hotel." Robert Duty is
Hyatt's risk manager.

The final notation by Mr. Hey-
dinger reads: "J. Whittaker was ad-
vised by Heydinger of the needed
changes in the proposed agreement
to eliminate subrogation expo-
sures." Judith Whittaker is Hall-

mark's associate general counsel.
The documents do not indicate

whether the subrogation issue was
resolved.

-Bill Densmore

Hyatt punitive damage fund rumored
Continued from page 3
and Hallmark-that were involved

in construction of the hotel.

This includes the architects,
structural engineer, steel fabrica-
tor, project manager and general
contractor.

Their insurance totals $30.5 mil-
lion, according to BI estimates, but
the amount available to contribute

to a fund would be reduced by the
amount of fees and expenses in-
curred in litigation so far.

In addition, Mr. Younger's law
firm and the other class attorneys
would receive a one-time fee for

their legal efforts and expenses of
$3.5 million. This would reduce the
amount available to compensate
plaintiffs to $20 million.

Under the proposed agreement,
sources say, the victims' lawyers
would agree to dismiss all claims
against the five construction defen-
dants and pursue only compensa-
tory claims (for actual injuries or
loss-of-income) against Hyatt and
Hallmark.

In the end, the jury awards or
settlements each plaintiff receives
would be increasd by his share of
the punitive damage fund. Each
person's share would be based on
the compensatory damages he won.

Most likely, the $20 million fund
would remain untapped until the
legal deadline has expired for filing
lawsuits in the skywalks collapse
and all valid compensatory dam-
ages have been paid. .
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Employers get little relief from health costs
Continued from page 1
of America. "Our premium in-
creases are slightly higher this year
than in 1981," he said.

Rate increases that went into ef-

feet in the first quarter averaged
close to 30% for groups of more
than 50 lives with a range of 10% to
100%, he reported. Increases for
smaller groups jumped ta about
40%.

Prudential's rates are con-

stantly monitored and can be
- changed at any time. "Last year we

changed our minds four times,"
said Mr. Wickens. The rate formula
includes three elements: a trend

factor for expected claims, admin-
istrative expense and a claim fluc-
tuation margin.

If claims are less than expected
for a patticular experience-rated
group, then a dividend may be paid
back at the end of the policy period,
Mr. Wickens explained. Close to
one-third of the large groups un-
derwritten by Prudential last year
did receive a dividend in 1981.

"Although hospitals report room
and board charge increases of about
15% to 16%, we find that the total
hospital bill is higher by about 22%
or 23%," said Mr. Wickens. More
tests and more costly treatments
appear to be the reasons.

Physicians' and surgeons' fees
are not accelerating quite as
quickly as they were a year ago,
Mr. Wickens says. But the types of
procedures sought by patients are

Cullen promoted
TALLAHASSEE, Fla.-Spencer

L. Cullen Jr. has been appointed
deputy, Florida insurance commis-
sioner.

He has been director of the divi-
sion of insurance company regula-
tion since 1979. He joined the state
Insurance Department in 1960.

Mr. Cullen replaces James
Hanna, who died last year. m
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'New prices enective 1/1/82

more expensive today. "The
number of surgeries is flat, but
there are more heart bypasses and
fewer tonsillectomies."

Prudential and other insurers re-
port an enormous increase in the

- number and speediness of small
claims submissions. People are
acutely conscious of even minor
expenditures in tough economic
times.

"The number of transactions we
handle and consequently our ad-
ministrative costs have jumped sig-
nificantly," said Mr. Wicken.

"The story isn't much different
this year than last year," sums up
Charles T. Bell, actuary in the
Western home office of Aetna Life

& Casualty Insurance Co. "We saw
a higher rate of deterioration in the
fourth quarter."

Small groups of fewer than 50
lives will see rate increases of about
24%, estimates Mr. Bell. There is
more fluctuation in the renewals of

large experience-rated groups. "I
would be surprised to see them less
than 20% and not surprised to see
them more than 30%." Hikes of

40%, 50% and 60% are the excep-
tion.

Rates were dropping slightly at
the end of last year but now they
are starting back up again, reports
Richard Sleezer, director of group
life, accident and health actuarial
at The Travelers Insurance Co.

"Renewals of baby groups were
running at 25% at the beginning of
1981 and declined to the upper
teens by the beginning of this year.
But medical care inflation is climb-

ing up again. Renewals in the sec-
ond quarter are at over 20% and

those in the third quarter are over
25%."

The same trends are impacting
rates on larger groups, but not as
dramatically, said Mr. Sleezer. He
noted that hospital charges mea-
sured by the CPI climbed to 16.6%
during the 12-month period ended
April 1982, up from 14% during the
preceding 12 months.

Provident Life & Casualty Insur-
ance Co. in Chattanooga, Tenn., is
raising rates on small groups of
fewer than 150 lives by about 27%.
But that is not enough money to get
the business on a profitable basis,
said a spokesperson. There will be
plenty of increases in the 40% to
60% range, too.

Premium increases will be about
where they were a year ago-run-
ning in the 20% to 30% range, said
Mr. Ferguson at Equitable. Some

.business
insurance

increases will be more than 30% for

groups of more than 200 lives.
There is some catch up involved
due to inadequate rates charged last
year, he added.

The average small group rate in-
crease will be 20% with a range of
10% to 30%, reports Gerold W.
Frey, vp & actuary in the group de-
partment of New York Life Insur-
ance Co. Increases for large groups
will average 28%.with many groups
renewing with hikes of 50% or
more.

"We are still catching up from
price increases that were too low in
1980 and 1981," said Mr. Frey.
There has been virtually no let up
in medical care inflation and utili-

zotion is accelerating due to new
technologies and an increase in
supply of physicians and hospitals,
he noted.

announces

An Analytical Approachto
Risk Management"

The State-of-the-Art in Managing the Risk and Uncertainty of
Insurance and Safety Decisions, and the Protection of Corporate Assets

presented by Dr. Kenneth R. Oppenheimer

Predicting losses and identifying exposures. Selecting the
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Bill would allow states to close problem ME i s
Continued from page 3 by licensed insurers, would con- there is a national crisis " than five years" out of business surance option while insurers will
ment in 1977 tried to gain Jurisdic- tinue to be regufated by the states The National Assn of Insurance Mr Dorals acknowledges that an face less competition, a factor that
tion over the Boise-based National In addition, employee benefit plans Commissioners said the measure is increasing number of self-funded will drive up costs even more for
Assn of Independent Businesses, a offered by employers or plans pro- a step in the right direction to con- METs have collapsed, often due to small firms, Mr Dorais said
self-funded MET that had 6,100 vided through collective bargain- trot the METs "It will help a lot," the third-party administrators However, state regulators say
participants ing agreements still would be cov- said Beth Kravetz, the NAIC's charging inadequate rates and pay- small firms and the self-employed

That legal battle was still going ered under federal law Washington counsel ing high commissions to agents But have been among the biggest vic-
on three years later when the MET State regulators who have been But Claude Dorais, a Los Angeles he says this problem could have tims of MET failures
filed a petition for bankruptcy, eager to gain control over the self- attorney and ERISA expert, who been solved by requiring METs to With profits slipping during the
leaving behind possibly hundreds funded METs saluted the Erlen- has represented some self-funded file statements from qualified ac- current recession and health care
of thousands of dollars in unpaid born bill METs during their legal battles, tuaries certifying that reserves and costs rising, they are attracted to
medical and hospital bills (BI, Sept "It gets us on the right track," said the bill was legislati e overkill rates were adequate self-funded METs that charge
7, 1981) said Allan Katz, Florida's assistant that will put "those self-funded By trying to put all self-funded lower premiums than commercial

Under the Erlenborn bill, fully insurance commissioner "It is an METs that have been doing a good METs out of operation, small em- insurers
insured METs, hke those marketed important step to take now before Job of providing benefits for more ployers will lose another health in- Many small firms lack the so-

phistication to know if a self-

Pennsylvania tort reform jeopardized funded MET is properly managed,
or if premiums paid that are sup-
posed to cover claims are Instead
going to pay for Inflated adminis-

HARRISBURG, Pa -Is half a back," said Bill Danneberg, vp at bill do favor the manufacturer For product liability suits would be trative expenses and high commis-
loaf better than none'> the PMA "They will think they example, the legislation would bar barred 12 years after a product lS sions

The failure of two major Penn- . have solved the problem and won't product liability lawsuits based on made, but a 30-year limitation Self-funded MET problems
sylvania business groups to agree touch it next year " strict liability theory against would apply in the case of non-con- emerged in 1977 with the collapse
on the answer is Jeopardiziftg pas- But the chamber, which admits wholesalers and retailers Under sumer goods, such as printing of several trusts But by 1979, the
sage of state product liability re- the bill is far from perfect, favors strict hability, a plaintiff only has presses problem abated as some states
form legislation its passage because the measure to prove that the produ 2t was de- It is that 30-year statute of repose began to battle the METs while in-

The Pennsylvania Chamber of will lay the foundation for enact- fective, he doesn't have to prove -the bill originally proposed a uni- surers started to aggressively court
Commerce and the Pennsylvania ment of future, more comprehen- that an employer was negligent in form 12-year cutoff for all products smaller firms with new health in-
Manufacturers Assn agree that the sive legislation producing the product -that most concerns the PMA's surance plans
bill approved by the state Senate- "It may not be perfect, but if you The measure also would give a Mr Danneberg But the MET problem became evi-
S 784-is weaker than tort reform start with nothing, you end up with manufacturer a stronger defense lf But Mr Holt of the chamber dent again during the last year with
legislation approved in some other nothing," said Tim Holt, manager its products were altered or modi- argues that a bill with a weak stat- MET failures reported in Illinois,
states But that is where the agree- of workers compensation and prop- fied without its consent and the al- ute of repose is better than no bill California, Texas and other states
ment ends erty/casualty insurance for the teration caused the accident at all because it will lead to better And some regulators say that un-

The manufacturers association chamber In addition, plaintiffs would have legislation next year less legislation is passed to curb the
says the bill is so weak that the He says House legislators won't a tougher time proving that a prod- "If nothing is passed, the Legisla- METs more failures are Inevitable
group can't support it It believes touch the bill unless business uct was defective if it conformed to ture will get tired of the issue and The problem is "like a balloon that
that if the bill is passed, the Legis- groups present a united front A the state of the art at the time of give up," he said is ready to burst," said Florida's Mr
lature will drop its efforts to find a move to patch up those differences manufacture But Mr Danneberg believes that Katz
comprehensive solution to product will have to be made soon since the However, the statute of limita- if a bill doesn't pass now, there will "The problem could get a lot
liability problems Legislature is expected to adjourn tions the bill would place on law- be renewed pressure on the Legis- worse" if federal legislation is not

"If you pass a weak bill, the mon- this month Suits is not as favorable to business lature next year to pass compre- enacted, said Philip O'Connor, Illi-
key will be off the Legislature's Some provisions in the pending In the case of consumer goods, hensive reform legislation • nois' director of insurance .
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Product liability claim or pollution loss?
Continued from page 1
Hydro Waterproofing's $500,000
CGL policy that was in effect from
April to July 1979.

When interpreted literally, Mr.
Capell admits, the pollution exclu-
sion can apply to product liability
claims when the gradual or long-
term emission of fumes or vapors
are the cause of injury.

The standard exclusion (to which
Mr. Capell added special emphasis
to highlight his concern) states that ·
coverage does not apply to:

". . .bodily injury or property
damage arising out of the dis-
charge, dispersal, release or escape
of smoke, vapors, soot, fumes, acids,
alkalis, toxic chemicals, liquids or
gases, waste materials or other irri-
tants, contaminants or pollutants
into or upon land, the atmosphere
or any water course or body of
water.

A literal reading of the pollution
exclusion would eliminate a
number of product liability claims
and could leave manufacturers
whose products have toxic vapors
or fumes without coverage, says
Mr.- Capell, who represents several
chemical and petrochemical com-
panies in New Jersey and sur-
rounding states.

Not only would this interpreta-
tion hurt a company like Anti-
Hydro Waterproofing, whose
chemical additive was used in final
product form, but also producers of
chemicals used in the manufacture
of other products, he said.

The exclusion, if literally inter-
preted, also could be applied to as-
bestos, a substance that causes
bodily injury through the release of
irritants into the atmosphere.

In Canadian Universal's case, the
literal interpretation was a mis-
take, a company official admits.
Walter McCue, Canadian Univer-
sal's vp of claims who was not in-
volved with the Anti-Hydro Wa-
terproofing case, said the policy-
holder never should have been told
its claim would be denied on the
basis of the exclusion.

"I personally can't imagine why
anyone would feel it was a pollu-
tion exclusion," he says in retro-
spect. "It's obviously not."

Anti-Hydro Waterproofing's at-
torney Robert Marmonstein of
Hackensack, N.J., said Universal
quickly settled the confusiori after
a letter pointed out that the pollu-
tion exclusion had been wrongly
interpreted.

Mr. Marmonstein says an "abso-
lutely honest mistake" on the part
of an inexperienced claims person
led to the confusion.

"As soon as they realized a mis-
take was made, they took care of
it," he says.

Neither the persons involved in
this incident nor other brokers and

consultants contacted by Business
Insurance know of any product lia-
bility claims denied based on the
pollution exclusion, but Mr. Capell
and Anti-Hydro Waterproofing's
broker have taken precautions
anyway.

Over the past several months,
they have approached several casu-
alty insurers on their clients' be-

Machine shops
receive dividend

LOS ANGELES-Fremont In-

demnity Co. has declared a 25%
dividend for qualified members of
the Western Employers Metal
Assn. workers compensation safety
group.

The dividend is the 14th that

Fremont has paid to WEMA mem-
bers. Previous payments have
averaged more than 20%.

WEMA membership is open to
any machine shop operator. An-
nual membership dues are $12. .

half, requesting their position in
advance of any claims on the issue
of product liability coverage vs. the
gradual pollution exclusion.

As a result, six insurers have
added clarifying endorsements to
their CGL policies for some of their
clients. The endorsement, drafted
by Mr. Capell, states:

"In consideration of the policy
premium, it is hereby agreed and
understood that Exclusion I (grad-
ual pollution) shall not be inter-
preted by this Company as apply-
ing to any product liability claim
made against any insured under
this policy."

However, some insurers have
said they will wait until such a
product liability claim occurs be-
fore making a decision on cover-
age, Mr. Capell admitted.

Problems do occur when insurers

are Asked for an advance commit-

ment without a full explanation of
the issues involved, Mr. Capell
said.

"Where we've had a full oppor-
tunity to disclose what we want, we
haven't had a problem," the broker
added.

In other cases, some brokers are
afraid to ask the insurer about the

coverage, fearing their inquiry may
raise a red flag over an issue the
insurer hadn't considered, Mr. Ca-
pell said.

An executive at National Union

Fire Insurance Co. of Pittsburgh,
Pa., said the issue boils down to
"'process vs. product."

If the substance causing harm is a
byproduct of a manufacturing or
production process, then it usually
is an example of gradual pollution,
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he said.

A good example is smoke from a
factory that results in a liability
claim, he said. Since the smoke it-
self is not a commercial product
and results from a steady state of
operation, it is a case of gradual
pollution.

Contrasting this, however, are
injuries caused by vapors or fumes
from a "finished product" that is
sold commercially, he said. For ex-
ample, an injury caused by contin-
ued (and hence gradual) spraying
of an aerosol pesticide inside some-
one's home would fall into the cate-
gory of product liability in most in-
stances, he says.

Mr. McCue at Canadian Univer-

sal basically agrees wi th this dif-
ferentiation but cautions against
any interpretation being made be-
fore an incident occurs.
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MakeYour Mark

"It's almost on an individual
basis, case by case," Mr. McCue
cautions.

ISO will not comment on how its
pollution exclusion should be ap-
plied.

Policy interpretation, including
the pollution exclusion, is up to the
individual insurer, an ISO spokes-
man notes. "The words speak for
themselves and are determined by
the company."

ISO also would not say if two
new €GL policy forms being writ-
ten to replace the current form
contain pollution exclusions with
the same language.

Located in New York, ISO is an
organization of property and casu-
alty insurance companies whose
functions include the development
of standard policy forms for vari-
ous insurance lines. •

You can make a lasting impression on your customers and prospects.
on June 28, Business Insurance will publish its annual Agent/Broker 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 busindss.

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 jssue that gets read, re-read, and
then retained for reference. Tbati 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
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A Publication of (.rain 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
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Despite disasters, hotel coverage plentiful
Contlnued from page 3 mond C Ellis Jr, director of opera- more than 70 hotels in the United The property and business inter- erage from Lloyd's of London

"We thought we'd see some in- tional services and research for the States and overseas have been in ruption losses in the Hyatt collapse • The Feb 10, 1981, fire at the

crease in pricing after the first American Hotel and Motel Assn the million-dollar range for years, were not available Las Vegas Hilton Hotel m which

major catastrophes," said the Alternatively, says Mr Ellis, says Robert T Duty, director of The other hotel disaster losses, eight people were killed and 242
Hyatt-line underwriter, "but it just those hotels may refurbish with risk management for the Rose- which have been reported pre- others were injured and property
duin't happen " sprinklers or fire-retardant fur- mont, Ill ,-based chain viously in BI, were damage was estimated at $14 mil-

In the high excess layers of a nishings All can find insurance in "Basically, we haven't seen much • The Nov 21, 1980, fire at the lion

hotel package-over $25 million- the current soft market, he says, change at all (in insurance costs)," MGM Grand Hotel in Las Vegas, Hilton Hotels Corp, the Beverly
coverage typically costs $1,000 per but not necessarily at the price they since the series of hotel losses Nevada, in which 85 people were Hills, Calif ,-based chain, carried
million, and can be less than $500 would prefer began in late 1980, says Mr Duty killed and 268 others admitted to $200 million in liability coverage
per million for the third $25 million In some resort areas with small The collapse of two suspended hospitals and combined property and busi-

layer pointed out Joseph G Dau- municipal water systems, "we're skywalks last July 17 at the Kansas The hotel claims property and ness-interruption coverage of $250
beit, casualty and facultative man- getting into situations where sprin- City Hyatt Regency, which killed business interruptions losses at the million
ager at Towers, Perrin, Forster & klers will not be the answer be- 114 people and injured more than 2,076-room hotel-casino totaled The corporation already has dis-

Crosby Inc, reinsurance interme- cause the water requirements and 200, is the worst loss among the $221 million closed that $14 1 million of the rev-
diaries backup would be the community's string of hotel disasters and the Estimates of the likely ultimate enue from its Las Vegas operations

"There's still substantial capacity entire water use for a week," adds only one that wasn't fire-related liability loss still vary, but MGM during 1981 came from insurance
at $500 per million," he says Mr Ellis The disaster at the Hyatt- increased ltS liability Insurance to payments for business interruption

"I would say there are 50 corn- • Large chains with well-pro- operated hotel in Kansas City rep- cover the loss to $200 million losses

panies we could go to that would tected facilities are taking advan- resents outstanding liability of $60 • The Dec 4, 1980, fire at the • The March 6, 1982, fire at the
have interest at various levels " tage of the market and may find million to $75 million on top of the Stouffers Inn in White Plains, NY, 507-room Westchase Hilton Hotel

• Insurers are taking more time their premiums going down despite more than $18 million in claims al- in which 26 people were killed and in Houston, which killed 12 people
to assess the risks the recent fire losses-- ready paid, lawyers familiar with at least 40 injured and injured at least a dozen others

Underwriters are looking more "We have written several sub- the injury and death cases say Attorneys estimate the ultimate Suits seeking at least $5 million
carefully at the size and construe- star·ltial hotel chains the last year Hyatt has at least $201 million in liability cost at anywhere from $25 have been filed as a result of the
tion of individual hotels within a and on the property risk there was liability coverage million to $50 million But it could fire, which caused an undeter-

chain for possible loss-control prob- a substantial reduction in premi- go even higher because of the un- mined amount of damage

lems, including the building's age, ums," says Thomas V Hallett, vp However, not all of that loss will predictibility of jury awards or set- Westheimer Hotel Joint Venture,

housekeeping, management, exits, and director of risk mhnagement necessarily fall upon Hyatt's insur- tlements in death cases involving the owner, obtained a franchise
fire protection and proximity to for Frank B Hall & Co Inc of ers Crown Center Redevelopment 13 executives of Arrow Electronics from Hilton Hotels Corp and car-
fire services, Mr Daubert noted Briarcliff Manor, N Y Corp and a series of defendants in- Inc of Greenwich, Conn, killed in med at least $50 million in applica-

At renewal time, some insurers "One even went down on the La- volved in the construction of the the blaze ble insurance

may require large motel-type oper- bility side, too, when the limits hotel-which the Crown Center Stouffers has at least $100 million The hotel's insured value was

ators to upgrade individual units went up " subsidiary of Hallmark Cards Inc in liability coverage led by Amert- $145 million
that now have substandard fire- Mr Hallett and others say the owns-are defendants -n litigation, can Mutual Liability Insurance Co • The May 23, 1982, fire at the
protection systems, said a claims major hotel chains are carrying lia- too And the insurers are fighting of Wakefield, Mass, with an addi- Conrad Hilton Hotel in Chicago
executive at one U S insurer bility limits of at least $200 million bitterly over who should pay tional $30 million in property cov- (see story, page 3)

• Older high-rise hotels built For these liability limits and to
before fire codes required sprin- cover their substantial property
klers or fire-retardant materials -values, the chains' premiums may
that are not part of larger chains range in the low to medium seven Hilton facing suit from Chicago fire
may have to resort to specialty figures annually
markets for coverage, says Ray- Hyatt Corp's premiums to cover Continued from page 3 The $6 million sought per plain- their own fire expert to examine

coverage," he said tiff is more for purposes of letting the premises A suit had to be filed
The corporation iS self-insured the public know the serious nature to get the court order, Mr Deme-

for the first $150,000 of the fire rather than reflecting trio said
The coverage was remarketed the actual nature of the injuries, Hilton also is conducting its own

CAPTIVE
and increased after the Las Vegas Mr Demetrio said investigation with outside fire and
Hilton fire in February 1981 that safety experts, Mr Applegate said
killed eight persons

/This was to let the word go out The company will retain outside
According to sources in the in- that this is a very serious matter," defense counsel, he added

MANAGEMENT
dustry, Hilton has property cover- he said The two women were re- Last week, claims people were
age of $200 million as cf this May 1 leased from the hospital one day interviewing employees who had
Of the primary layer of $100 mil- after the fire direct involvement in the fire and

lion, $25 million is with the Mission The suit was filed only one day were "still putting together the
Insurance Group There is a after the fire to permit attorneys to pieces of the completed picture," a
$250,000 deductible get a court order that would permit spokesman for Hilton said

Insurance Co of North America

Continental Risk Services offers insures on a pro rata basis up to 80%
of the $100 million in excess prop- Minnesota physician charges rise

complete administrative and erty coverage Marsh & Mclennan
is the company's broker ST PAUL, Minn -Minnesota showed an 11% increase m nation-

management services to captive The lawsuit against Hilton physicians increased their charges wide physician charges in 1981,
brought by the two women alleges for services provided to Blue Cross compared with a 10 9% increase in

insurance companies based in that Hilton was negligent in failing & Blue Shield of Minnesota by 10% 1980
to notify the guests of the fire and last year, BC/BS reported Among common charges, the

Bermuda, Cayman Islands or failing to provide for their evacua- That increase is less than the 11% median cost of an office visit for an

Vermont.
tion, according to attorney Thomas hike in physician charges reported established patient rose 10 1% to
Demetrio, of the Chicago firm of in 1980 $15 75 from $14 24, the median cost
Philip H Corboy & Associates In addition, the amount of ser- of an office visit for a new patient

Mr Demetrio contends that the vices physicians provided to BC/BS rose ll 1% to $25 from $22 50, and
hotel failed to notify the guests of subscribers increased by 2%, com- the median cost of a single-view
the fire, to sound an alarm, to give pared with a 4% nse In 1980 chest X-ray rose 11 7% to $19 from

For more information, please contact: adequate instructions, to supply The higher charges and the in- $17
adequate egress and to supply crease in services accounted for an The median cost for a single-ar-

David B. Vaughan, President sprinkler and detector systems overall cost increase of 122% last tery coronary bypass rose 99% to
Although the city of Chicago year, down from a 16 2% hike in $2,830 from $2,575, and the median

Continental Risk Services, Ltd does not require that hotels built 1980, BC/BS of Minnesota said cost of a normal delivery rose 14%

The Warner Building before 1975 have smoke detectors The Consumer Price Index to$439 from $385.

Reid & King Streets Phone (809) 295-6015 or sprinklers, past experience of
hotel fires and the nature of the

PO Box 824 Telex 3729 CONRI BA hotel business required the Hilton ,

Hamilton, Bermuda Cable CONRISK to provide them, Mr Demetrio
argues

The Conrad Hilton was built in insurance services guide
1927

44 People were relying on the
Conrad Hilton to take care of

For advertisingthem," he said . BECK & WALLER

Mr Demetrio emphasized that information in the INTERNATIONAL, INC.
the basis of the suit was Hilton's Insurance Services Guide Financial & Risk Management
negligence in responding to the fire consultants offering cash flow in-
and not the cause of tne fire, which Contact. Barbara Tosheff novations to the energy industry.

is Still under investigation 740 Rush Street One Allen Center, Suite 1000

Continental Z RLSh "Forget the cause," he said "It Chicago, Illinois 60611 Houston, Texas 77002
713/6584109

was the way in wh.ch the hotel C Telephone (312) 649-5340
handled the situation " His two eli--30*TTCC 1962
ents were not notified by the hotel LOSS RESERVE

1 ATWOOD & CO.

of the fire and did not receive word CERTIFICATION Consulting Actuaries

Continental Risk Services is a subsidiary of until firemen banged on their door, Verger/AcquisiLion Claim Reviews
Total C laim Vanagement & Teehz leal Ser,ices

The Continental Corporation he said John J O Connor, B i LLB IIA Reinsurance and Reserve Analysis

Other counts could be added to J. J. O'Connor & Co. for Captives and Self Insurers

the suit depending on the outcome
Watch Hill Road 5000 Ambrose Ave

Watch Hill, Ri 02891

of the investigations into possible (401) 348-8386
Los Angeles, CA 90027

24 hour service
(213) 661-9260

violations, he said
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Bl Insurance Index . Half of IMC purchased
185

/ \

180_/-,-
\ by three of its executives

175

170
By LEN STRAZEWSKI

E rnHREE KEY EXECUTIVES of Insurance
BI tieker

165 1 Management Corp, the Richmond, Va,-
160

j. based insurance brokerage ranked by Bust- making the sale," affirmed Continental Fi- According to the survey, the industry's
li ness Insurance last year as the 12th largest in nancial Services Co President James F combined ratio zoomed to 110 2% last year

155
li the nation, have purchased about half of the Betts
2R

from 107 3% in 1980

company from parent Continental Financial CFSC also owns The Life Insurance Co of The industry reported net reinsurance pre-
 Services Co Virginia, Lawyers Title Insurance Corp, miums written of about $6 7 billion. Loss and

474%*Y 'efs #47# The three executives-Robert H Hilb,' SEC Computer Co and Investors Mortgage loss-adjustment expenses totaled $5 5 billion
1 president of IMC, Alvin Rogal, president of Insurance Co for a loss ratio of 80 9% Underwriting ex-

Rogal Co Inc , IMC's largest agency, based in The Continental Group, which also owns penses were reported at $2 billion for an ex-
Pittsburgh, and David W Hamilton, execu- Continental Can Co and a variety of energy pense ratio of 29 3%

Insurance industry stocks fared poorly last tive vp of IMC-paid slightly more than $17 and forest-product companies, is also putting Year-to-year industry figures are not
week as the Business Insurance stock index million for the retail property/casualty additional emphasis on its energy-related available in these categories because of a
lost 4.4 points, dropping to 179.4 from 183.8. agency system that earned between $17 mil- business, including a giant Joint venture with change in the number of companies report-
Nine stocks posted gains, 46 posted losses and lion and $18 milhon in 1981, Mr Hilb told Allied Chemical Co • ing and in the information requested by the
13 were unchanged. The biggest declines were Business Insurance RAA

reported by Hanover Insurance Co., 10.4%; The purchase, however, excludes Hewitt,
Washington National Corp; 9.3%; Old Republic Coleman Associates, a self-insured claims Financial briefs According to the report, the largest rein-

surer posted one of the best underwriting
International Corp., 7.7%; USF&G Corp., 7.3%; management firm, IFCO, a premium financ- performances General Re, which reported
and Statesman Group Inc., 6.9%. The largest ing company, and H&w Insurance Services COrrOOn & BlaCk $7847 million in net reinsurance premiums
increases were reported by Corroon & Black Inc, an Encino, Calif,-based excess/surplus Reliance Finance Services Corp, a subsidi- written, posted a combined ratio of 99 1%
corp., 5.1%; Integrated Resources Inc., 3.5%; lines brokerage These three subsidiaries ary of Reliance Group Holdings Inc, has
Penncorp Financial Inc.,3.0%; Marsh & McLen- helped the company earn $32 4 million in purchased 360,000 shares of Corroon & Black Crurn & Forster
nan Cos. Inc., 2.3%; and Alexander & Alex- 1980

ander Services Inc., 1.4%. The 8/ index lost
Corp common stock valued at $7 9 million

Without those subsidiaries, IMC is likely to The acquisition, termed an investment by Crum & Forster has declared a quarterly
2.4% during the per,od, exceeding the losses slip to 17th or 18th in the BI annual ranking Reliance officials, was made through stock dividend of 41 cents per share of common
of the major market averages. of the top 20 insurance brokers, which will be purchases from Jan 5 to May 11 It gives Re. stock and 60 cents per share of Series A Con-

published June 28 hance a 5% interest in C&B, the sixth-largest vertible Preferred stock
British Issues

"Although the property/casualty insur- U S insurance brokerage, according to Bust. Both dividends are payable June 10 to
ance business remains in a very soft down ness Insurance shareholders of record May 25

1 Week cycle, the opportunity to purchase IMC was
May 25 P,ice P/E Div. Yield High-Low

A company spokesman said Reliance will
too attractive for us to pass up at this time consider increasing or decreasing its holdingsCompanies pence pence % pencepence The company is ideally positioned to take

Ryan Group
Commt Union 133 12 1 1686 12 7 133-128 depending upon the stock's future market
Eagle Star 366 124 2143 59 366-348 quick advantage of the market's expected value Ryan Insurance Group Inc has declared a
Gent Accident 286 7 4 23 21 8 1 286-282 upturn," notes Mr Hilb, who heads a new Reliance becomes the second insurance quarterly dividend of four cents per share,
Gdn Royal Exch 268 6 5 2500 9 3 268-262 holding company, Hilb, Rogal & Hamilton company in six weeks to purchase shares of payable May 20 to shareholders of record
Phoenix 238 80 2400 101 238-228 CO Corroon & Black In April, Old Republic In- April 14
Royal 330 85 3607 109 330-322 Continental Financial Services Co, a divi-
Sun Alliance

surance Co of Chicago announced it had in-
754 89 6143 81 754-744 sion of the Richmond-based Continental creased its interest in the New York broker

Group, decided to divest IMC as part of a to 5 07%, or 394,400 shares
Reed Stenhouse

Brokers

CEHeath 325 89 1871 57 326-32
strategy to focus the diversified company's Old Republic also owns about 5% of Rollins Reed Stenhouse Cos Ltd reported a de-

Hogg Robinson 100 77 857 86 106- 99 underwriting activities in Western Employ- Burdick Hunter Co , the seventh-largest U S cline in earnings for the first quarter of 1982
JH Minet 198 121 814 42 195--174 ers Insurance Co , a Santa Ana, Calif, work- insurance brokerage Reed Stenhouse reported first-quarter net
Sedg Gil 168 108 857 5.1 169-165 ers compensation insurer income of $5.4 million, down almost 19%
StenhouseHIdg 112 88 728 65 114-112 Western Employers will absorb H&W, from the $6 7 million reported in last year's
Slow Wrightson 245 8 8 18 57 7 6 245-235 Hewitt, Coleman, and the other insurance-

Reinsurers' results first quarter Revenues rose 86%, to almost
Wims Faber 472 118 2143 75 472-462 related service firms The reinsurance industry's underwriting $135 million from $1243 million, in 1981's
Source Philip Olsen/Alan Clifton, Insurance Industry "The proportionately larger contribution results showed continued deterioration last first quarter

Specialists Kitcat & Aitken Stockbrokers,
London of Western Employers to property/casualty year, according to a report by the Reinsur- President and Chief Executive Officer

division earnings was a consideration in ance Assn. of America W M Wilson admitted, given the decline in
the value of the British pound, the recession
and low premium rates, Reed Stenhouse's

Bl Industry Stock Report
earnings would probably be off for the entire
year

Reed Stenhouse also has declared a divi-

MAY 25, 1982 5/19/82 THRU 5/25/82 MAY 25, 1982 5/19/82 THRU 5/25/82 dend of 13 cents per share of Class A stock,
payable June 30 to shareholders of record

Insurance Cos Price , Chg PE S 0,9 Yld High Low Vol (000) Pric, Chg PE S Div Yld High , Low Vol (OOO) June 14
I---il--I--

Aetna Life & Cas Co ' NYSE 3863 -37 63 252 65 3963 3863• 1.5546 United Fire & Cas Co OTC 2900-17 83 088 30 29.50 29 00 11

American Bankers Ina Group c'rc 800 4.9 63 0.48 60 8 50 8.00 106.2 United States Fid & Gty Co HYSZ 3988 -7 3 71 360 9.0 42.50 39 75 191 1

American Gen Ins Co NYSE 40.38 09 59 220 54 41 63 40 38 628 2 United Sves Life Ins Co OTC 15.50 -3.9 57 100 65 16.00 15.50 16 1 Frank B. Hall
American Indty Finl Corp OTC 1438 -1.7 84 1.12 78 14.63 14.38 57 uilire Corp NYSE 1875 -2 0 39 084 45 19 38 18 750 159 7

American Intl Group Inc OTC 64 00 -38 10 2 0 48 0 8 66.25 64.00 447 7 Washington Natl Gorp NYSE 1713 -9 3 72 108 63 18.00 17.13 44 6 Frank B Hall & Co Inc has declared a

American Natl Ins Co OTC 1400 -3.4 61 076 54 14.00 14.00 192 0 Zenith Matl Ins Corp OTC 15•00 4 8 72 076 5.1 15.25 14 50* 31 4 quarterly dividend of 411/b cents per share of
American Sts Life Ins Co oTC 1700 -29 54 080 47 17.00 17.00 18 ====..====

Aneco Reins Ltd OTC 225 0.0 01 000 00 2.25 2.25 3 1 INSURANCE COMPANIES AVERAGE 68 4.7
common stock, payable Aug 5 to sharehold-

Avemco Corp AMEX 1213 0.0 75 0.54 45 12.13 11.88 95

Banks Iowa Inc OTC 37.00 4.3 64 148 40 39 50 37.00 81

ers of record July 15

Bitco Corp OTC 2950 00 4.5 1*92 65 29 50 29 50 32

Carolina Cas Ins Co OTC 675 00 63 032 47 6.75 6.75 04 Agents/Brokers Nationwide Corp.
Chubb Corp OTC 4288 -20 53 292 68 4375 4288 196 7

Combined Intl Corp NYSE 2113 -4 0 5' 1.80 85 21.88 20.75 82 0
Alexander & Alexander Sves NYSE 26 50 14 91 194 73 26.50 25.38 176 0

Baldwin & Lyons Inc OTC 3500 -1.4 65 080 23 3550 35 00 10 2

Continental Corp NYSE 25.50 42 71 260 102 26.50 25.50 201 8
Nationwide Corp has declared a quarterly

Corroon & Black Corp NYSE 2075 51 108 176 85 20.75 20.00 24 3

Crumn E H Cos Inc OTC 863 15 184 040 46 8.63 8 50 dividend of 171/2 cents per share, payable
Crawford & Co OTC 14.50 -17 109 056 39 14.50 14.50 08

13 3
Hall Frank B & Co Inc NYSE 2700 -6 5 102 170 6 3 28.00 26.88 151 1

Crown Life Ins Co OTC 8150 00 60 310 38 81.50 81.50 00
June 22 to shareholders of record June 1

Crum & Forater NYSE 2700 -40 4.8 1 64 61 27.63 27 00* 202 8
Intigrated Rea Inc AMEr 1488 35 56 000 00 14.88 14.38 30 1

Employers Gas Co OTC 3150 -38 68 120 3.8 3275 3150 44

Equirax Inc NYSE 30.88 -24 93 260 84 31.13 3088 76
James Fred S & Co Inc NYSE 20 38 -5 2 97 1.60 79 21.38 20 25 27 4

Harah & Hclennan Cos Inc NYSE 33.25 2 3 101 2.20 66 3363 3263 193 5

Penncorp Fincl Inc NYSE 850 30 66 016 19 8.63 8.25 308 4
Aneco Re

Excelitor Ins Co OTC 1675 0 0 43 6 0 70 4 2 16.75 16 75 01

Farmers Group Inc OTC 32.50 -2 3 9. 124 3.8 33.63 32.50 279 5 Pinehurst Corp OTC 825 40 93 000 00 8.75 8 25* 68

First Colony Life Ins Co OTC 66.25 0.0 18 6 1.02 15 66.50 66 25 00
Aneco Reinsurance Co Ltd posted a first-

Foremost Corp Amer OTC 31.00 -1.6 81 1.12 3 6 31 50 3100 32 5
Poe & Assoc Inc OTC 900 00 10.1 080 89 9.00 9.00 01

Reed Stenhouse Cos Ltd OTC 11.75 00 10 1 060 51 12.13 11 75 26 4 quarter net income of $84,172, a sizable in-
Great West Life Assurn Co OTC 210.00 00 80 10.00 4.8 210 00 210 00 00

Rollins aar£tick Hunter Co OTC 18.50 -3 9 122 1 32 71 19.25 18.50 54 crease over the $248,764 loss the company
====.

 Hanover Ins Co OTC 2575404 35 088 34 28.50 25.75* 40.0
AGENTS/BROKERS AVERAGE

suffered m the first quarter of 1981 Written
Hartford Stean Boiler Inaptn OTC 40.50 -2.4 7 5 2.80 6 9 41.50 40 50 92

89 55

 Jefferaon Natl Life Ins Co OTC 38 50 4.3 10 5 0 76 2 0 39 00 38.50 0 5 premiums in the first quarter were $2 1 mil-
Kemper Corp OTC 33 25 -2 2 5.4 1 80 5.4 33.88 33 25 216 9 Conglomerates/Holding Cos lion, an 87% increase over the $1 1 million
Lincoln Natl Corp Ind NYSE 42.75 -0.6 7 C 3.00 7 0 43.38 42.63

1
60.7 A•erican E»reas(Fireman'a Fd) NYSE 46 25 03 82 220 48 46 38 45 38 653 0

Anderson Clayton(Ranger/PanAm) NYSE 28 88 -0.9 57 132 46 29.00 28 13 12 2
reported last year

Misaton Ins Group Inc NYSE 24.25 -20 62 080 33 25.00 24.25 29.5

Nationwide Corp Ohio OTC 26.75 00 78 070 26 26.75 26.75 1.6
Armco Inc NYSE 1725 -6 1 43 180 104 18.00 17 25a 507 7

City Investing Co (Home Ins ) NYSE 24.00 11 75 1.70 71 24 00 23.75 392 5
Northwestern Natl Life Ins OTC 25.75 00 53 1.50 58 25 75 25.50 11.5

CHA Finl Corp (CHA) NYSE 13 38 -2 7 53 000 00 13 75 13.38* 70

Ohio Cas Corp OTC 3838 -64 5.7 2.36 6.1 40 50 38 38 62 8

' Old Rep Intl 00/p OTC 17.88 -77 4.2 092 51 19.38 17.88 72 7

General Re
Control Data (Comil Credit) NYSE 25 75 4 8 58 055 2.1 26.63 25 750 1.615 9

General Re Corp NYSE 81 25 -6 9 96 2.16 2.7 86.50 81.25 72 5

Preferred Risk Life Ins Co OTC 20 75 -2 9 6.0 0.92 4 4 21.38 20 75 5 7
Shareholders of General Re Corp have ap-

Gulf Utd Corp NYSE 19.38 1.3 68 132 68
Provident Life & Acc Ins Co OTC 48·00 05 60 244 51 48.00 48.00 114

19.38 18.88 135 3

Cigna Corp NYSE 39.50 4 0 51 2.30 5.8 41.25 39.38' 1.366 1 proved a proposed 2-1 common stock split,
Ryan Ins Group Ine OTC 19.SO -2 5 81 016 08 20.00 19.50 85

ITT (Hartford Group) NYSE 25.13 -1.0 55 268 107 25.38 25 13 736 1
St Paul Con Inc OTC 4325 -57 58 260 6.0 44.50 43 250 233 0 effective May 25 The company has set a pro-
Safeco Corp OTC 3588 -59 65 220 6.1 37.50 35.880 80 1

Optimw Hldi Cor·p OTC 925 00 70 000 00 9.25 9.25 26 posed mailing date, June 25, for new certifi-
Sears Roebuek & Co. (Allitate) NYSE 19.50 -1.3 9.3 1.36 7 0 19.75 19.50 1.447 9

Sri Corp OTC 19.75 4 3 44 100 51 19.75 19 75' 25 9
Baldwin Utd Corp NYSE 6638 -1.3 84 160 24 67 75 6613 91 3

cates

Seibels Bruce Group Inc OTC 23.13 -2.6 12 3 0.80 3 5 23.75 23.13 45.0
Teledyne Inc (Argonaut) NYSE 109.50 -8 2 5.6 0.00 0 0 118.63 109.500 527 7

Stateaman Group Inc OTC 550 49 4.7 015 27 5.91 5.50 25 3
The shareholders have also agreed to in-

Tokto Marine & Fire Ins Co OTC 99.00 -3.2 7 9 1.00 1 0 101.50 99.00 9.8
Transamerica Corp (Occidental) NYSE 20 00 00 59 1.40 70 20 13 19 88 221 9 crease the authorized capitalization of the

Travelers Corp NYSE 42.25 -0.3 5 2 3.28 7 8 42 88 42.130 276 0
....=

CONGLOMERATES/HOLDING COS AVERAGE 66 37 company to 80 million shares of common
stock

*Record high/low since Jan 1,1982 S¥tem devgn Altman information 44 +tem. Under the stock split, each of the corpora-
tion's 218 million of issued and outstanding

I Iill shares will beconverted totwo shares



If youwere designingaRollsRoyce pickup,
you'dgoto anexpert.

WhybuyWorkers'Comp. anydifferently?

Expertise makes all the difference, whether
you're designing a certain car or an insurance
program matched to your company's needs.

Which is why you should consider
American Mutual. Nearly 70% of our business
is in Workers' Comp. We know it cold. And we
can put our knowledge to work for you. With
programs as individual as you are.

We can also customize general liability and
commercial auto insurance plans for you with
the same expertise. (Even if you own a Rolls
Royce pickup truck.)

The point is, whatever your insurance
needs, you should do business with experts.
Because the risks can be high if you don't.
American Mutual. We're experts.

1 +44-

Handcrafted, Rolls Royce, Truck/Station-
wagon transformations by Clyde Cassady,
Classic Coachworks, Security Park, Rancho
Cordova, California 95670.

American
AAutual

--.

INSURANCE COMPANIES, WAKEFIELD. MASS. 01880
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