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update:
Settlement talks rumored

in Hyatt class action
KANSAS CITY, Mo.-A federal court

judge has delayed the deposition by Hall-
mark Cards Inc. President Donald J. Hall
and other Hallmark officials in the Kansas

City Hyatt Regency Hotel skywalk collapse
amid reports that an out-of-court settlement
is being negotiated.

"We did receive a notification from the

Continued on next page
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Risk managers design
own pollution liability form

By JOHN W. MILLIGAN

WASHINGTON-Suppose you're a risk manager with a pollution
liability exposure and you don't like the insurers' restrictive policy
forrns.

You could bypass the commercial market totally and self-insure if
your company can pass the federal Environmental Protection
Agency's financial strength test.

You also could bargain for the broadest form possible if your com-
pany is a good risk, unburdened by a dirty past record for disposal of
hazardous wastes.

Or you could take the approach of Denis Julien and Gene Heskett,
two risk managers who filed all those unsuitable policy forms in the
"can" and designed their own.

Mr. Julien, corporate risk manager for Republic Steel Corp., and
Mr. Heskett, risk manager for

0 -"""""'""'"",P Hanna Mining Co., have designed a
policy form that affords broader
coverage, especially in the area of

9 4 genetic injury in which insurers
have been very conservative in
spelling out what type of injuries
will be covered or have not offered

coverage at all.
The two Cleveland-based risk

managers, who were speakers on a
panel on pollution liability insur-
ance at the Risk & Insurance Man-

agement Society Conference April
18-23, decided to write their own
form "out of self-interest for our

corporations," Mr. Julien says.
While the men do not expect any

insurance company to use their
form verbatim, they hope it will en-
courage insurers to examine their
policies and think about broader
coverage.

The two have had discussions

with potential insurers, although
they decline to mention any names.

"The unfortunate thing is that
now the insurers have a ready-
made audience," Mr. Heskett says

A report on the
in reference to recent EPA regula-

property/casualty portion
tions that will force many com-

of the annual RIMS
panies to purchase environmental

Conference begins on page 13.
impairment liability insurance (BI,

Ill Il April 5)
Still relatively new to the insurance marketplace, this coverage

provides indemnification against gradual or non-sudden hazardous
waste pollution. While many insurers now offer EIL insurance, some
are taking a conservative approach by using policy forms that leave
important exposures uncovered.

The Julien/Heskett form draws heavily on the "London form"
used by various EIL insurers, including the Alexander Howden
Group, other Lloyd's of London underwriters and the Hartford
Steam Boiler Inspection & Insurance Co. The London form is consid-
ered by one insurance broker to be the best of those currently avail-
able (see story, page 27).

On the other hand,_the proposal by Messrs. Julien and Heskett
would far surpass in coverage a second EIL policy developed by the
Insurance Services Office, which is curently being used by the Pol-
lution Liability Insurance Assn., and certain ISO member com-
panies.

Continued on page 73
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Two captives may battle
for McDonald's programs

By LEN STRAZEWSKI

CHICAGO-Two Bermuda-based captive insurers,
promoted by two national brokers, may be vying for
McDonald's Corp., franchisees' insurance programs by
the end of this year,
Business Insurance has

learned.

The winner could be-

come one of the larger
captives in Bermuda.

Marsh & MeLennan

Inc., which markets the
McDonald's endorsed

program for franchises.
and Frank B. Hall &

Co., which held the en- .F-

dorsement until two 93:'

years ago, are both pre-
paring captives to rein-
sure franchisees' prop-
erty/liability package Graphic: Amy Palmer

plans and workers com-
pensation risks underwritten by fronting insurers, BI
has confirmed.

The Marsh & MeLennan captive design is now wait-
ing for approval in Bermuda Parliament, said McDon-
ald's Corp.'s risk manager, Jerry Lane.

He refused to elaborate on the captive's structure, but
it is known to be a mutual. Bermuda law requires only
mutual insurers to be approved by Parliament (see re-
lated story).

The captive, if approved, would reinsure policies is-
sued by Insurance Co. of North America, which now
underwrites the corporation-sponsored program.

"It's all up in the air right now," Mr. Lane says. "I
can't say exactly what the structure will be until Par-
liament reviews it."

Mr. Lane also declined to say how many franchisees
would be likely charter policyholders or how much
premium volume the captive could expect in its first

year.

BI previously estimated that M&M/INA won about
half of the 4,000 franchised restaurants after an unprec-
edented industry competition last year.

The corporate plan lost more than 1,000 restaurants
to a package plan sold
by Financial Guardian
Inc. and underwritten

by Great American In-
surance Co. Frank B.

Hall, marketing cover-
age underwritten by
Fireman's Fund Insur-

ance Cos., came in third
with fewer than 1,000

-1 stores, according to in-
dustry estimates (BI,
March 29).

Mr. Lane said that all

estimates were "inaccu-

rate" but declined to

provide the correct dis-
tribution.

"If your estimates were accurate, brokers would have
sold more policies than we have restaurants on the
street. I know where all the operations are insured. It's
part of my job," he said.

If, however, at least 2,000 franchised restauarants
paying an average of $6,000 a year in premiums were
convinced to join the corporation-sponsored plan, the
captive would generate at least $12 million in annual
premium volume. Most Bermuda captives have pre-
mium volumes of $1 million to $10 million.

A captive mutual of this size, according to Bermuda
Registrar of Companies Verbena Daniels, would have
to reserve $2.4 million, or one-fifth its annual premium
volume, beginning with a minimum of $250,000.

The Hall captive program is being designed by the
risk management services division of The Home Insur-
ance Group, confirmed Fred Mina, senior vp for risk

Continued on page 77

Kentucky passes open rating,
Rhode Island may follow suit

By EILEEN NORRIS

The drive to force workers compensation insurers to
compete for risks is picking up speed.

By mid summer, two states will implement open rat-
ing laws, and a third is expected to follow.later in the
year.

In both Oregon and Kentucky, competitive rating
laws will take effect July 15. For Oregon, the actual
implementation of an open-rating system has been tak-
ing shape for almost a year since the law was passed
last August.

But in Kentucky, where the law was just passed in
mid-March, the transition away from insurers filing
bureau-establi5hed rates will be a quick one. The ad
hoc committee that will set up the system has not yet

Ruling rebukes AMC
I for faulty Jeep design

Page 2

even been named.

Meanwhile, in Rhode Island, the House was expected
to pass an open rating law last week, and the governor's
signature was guaranteed for the new system that will
take effect Sept. 1.

Open rating also is slated to begin in Michigan in
January 1983 and in Minnesota by the middle of next
year. And Illinois may pass open rating this legislative
session.

With competitive rating, supporters say, workers
compensation rates will go down because insurers
won't know what others are charging. Insurers will be
more likely to lower rates to remain competitive.

Kentucky's law, which requires that workers com-
pensation insurers use rates and file them later with

Continued on page 78

Experts say toxic fumes
need to be controlled

Page 3
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- update: Ruling rebukes AMC
Hyatt settlement talks rumored
Continued frompremouspage
district court clerk's office that some settlement negotiations were in
progress," said Robert D St Vrain, clerk of the 8th U S Circuit for faulty Jeep design
Court of Appeals in St Louis A three-Judge panel of that court is
considering appeals of a class action in the Hyatt litigation By RHONDA L. RUNDLEAt least one lawyer involved in the case said he understood that cause an out-of-court settlement preceded the decision,
Irving Younger of the Washington firm of Williams & Connolly, the the automaker says In the meantime, AMC has ob-
class action's lead counsel, is seeking $50 million from Hallmark CARSON CITY, Nev -A Nevada judge's stern criti- tained a temporary restraining order to block distribu-

cism of the safety of American Motors Corp 's contro- tion of the decision to the publicand/or Hyatt Corp to settle the punitive damage claims and pay
lawyers' fees Other sources said the defendants have countered versial Jeep CJ-5 could add fuel to scores of pending But AMC is apparently more worned about the prec-

product liability actions across the country
with an offer of from $10 million to $15 million edent-setting strong language in Judge Fondi's decision

State District Judge Michael Fondi ruled April 19 than the size of the award because court sources say theIf a settlement were being negotiated, it would have to be contin- that the design of the 1975 Jeep was defective and or- settlement was for $8 million-$5 million to plaintiffgent upon the appeals court upholding the class certification and dered AMC to pay $4 1 million m compensatory and $1 Buckholt and $3 million to settle two other pendingwould not cover compensatory damages, which could still be sought milhon in punitive damages to William C Buckholt, cases in the same accidentby victims or their families, said John M Townsend of the New
York law firm of Hughes, Hubbard & Reed, an attorney for Hall- who sustained permanent 1njuries in a Jeep accident six Judge Fondi has refused to withdraw his opinion be-
rnark

years ago cause he says the out-of-court settlement followed his
"This decision is outrageous and flies in the face of disclosure to attorneys for the parties of a tentative de-Mr Younger, reached in Washington, declined comment on this the findings of two other juries in other states " said cision in the case Despite AMC's efforts to halt releasereport and on another published by the Kansas City Times, which

said a settlement could range between $10 million and $50 million an AMC spokesperson "In addition, the Judge had no of the opinion, Judge Fondi is per mitting its distribu-
right to file his findings at all The case had been settled tion.

Mr Hall's deposition had been scheduled for May 5 But U S
District Judge Scott O Wright, after a private meeting April 28 with previously, thereby removing Jurisdiction from the If the Nevada Supreme Court upholds Judge Fondi's

Judge "
attorneys for all sides in the class action, delayed all depositions and decision, the award will be the largest to date against
discovery at least until a May 14 hearing American Motors will ask the Nevada Supreme AMC in litigation concerning the Jeep CJ-5 The Ohio

Court this week to annul Judge Fondi's decision be-
Hallmark attorneys could not be reached for comment on the Continued on page 75

settlement reports Thomas E Deacy Jr, a Kansas City attorney for
Hyatt, which operates the hotel owned by Hallmark's Crown Center South Tucson's
Redevelopment Corp subsidiary, said Hyatt has taken no position in \Btfy
settlement talks workers paying

dme#44
However, two other sources said they understood that Hyatt law- »\\ 8 1 6, 6 5'/ ,11

yer Don H Reuben of the Chicago law firm of Reuben & Proctor J,#40- A-
has participated in settlement discussions with Mr Younger, as has benefit costs rrni ti

Charles J Egan Jr, Hallmark's general counsel Insurers, ap-
parently, are not yet directly involved in the talks By STEVE SHERWOOD

and JAMES LAWSON

Ruling may profit Keene parent
SOUTH TUCSON, Ariz.-In a

=S==7 -r 7 7
NEW YORK-Bairnco Corp, parent of Keene Corp, could add bid to save Jobs and help the city Graphic Amy Palmer

about 20 cents a share to its earnings during each of the next three weather a $3 6 milhon damage
quarters thanks to the ruling it won on coverage for asbestos claims award for which lt 15 drastically

The former insulation products manufacturer and defendant in underinsured, South Tucson's 80
thousands of lawsuits brought by victims of asbestos-related diseases Insurers want to cool

employees will pay the entire cost
will be reimbursed for asbestos-related losses under the broadest of their health and dental plans
theory of insurer liability The Supreme Court has refused to review City officials say transferring
a lower court's ruling in Keene Corp vs INA (BI, March 15) group insurance premiums and chances of barge blasts

In addition, Bairnco will not set aside any more reserves to cover health maintenance organization
asbestos claims this year The company had set aside $25 million in fees to employees will save the city By STACY SHAPIRO
the first quarter, bringing its total reserves to $16 million about $5,000 a month

South Tucson was drastically un- LONDON-It soon will be summertime, and the livin' won't be
Government blamed for crash derinsured when one of its officers easy on the barges carrying coal on the Mississippi

accidentally shot former Tucson The intense heat in the Southern United States can cause the coal
WASHINGTON-Air Florida wants the federal government to pohce officer Roy Garcia during a to explode in the belly of some barges, and insurers are getting

reimburse it for damages it may have to pay in connection with the mutual-aid response to a Oct 11, weary of paying the growing claims
Jan 13 crash of one of its B-737 Jetliners, which killed 78 people 1978, shootout m South Tucson Last year some 40 to 50 vessels carrying coal from Midwest and

In a suit filed late last month in U S District Court in Washington, The city's only coverage was a Appalachian coalfields to New Orleans and Mobile, Ala, suffered
Air Florida charges that Federal Aviation Administration air traffic $100,000 police liability policy writ- damage after the coal they were carrying overheated, says Paul
controllers did not adequately separate aircraft during takeoffs and ten by Jefferson Insurance Co of Koronka, an associate of the West England P&I Club

I landings the afternoon of the crash and improperly permitted the Jet New York Major fires from spontaneous combustion broke out aboard some
to leave the gate during a snowstorm The city's appeals of the $36 mil- seven barges, while the others had to be unloaded to avoid explo-

The suit also charges that controllers did not advise airline offi- hon award have failed, and Mr sions

cials of other accidents during similar weather conditions Garcia's attorney, Richard Grand, "And that's too many," Mr Koronka says "Just unloading a ship
Air Florida's suit against the government came as a response to is seeking a special mandate order- costs a lot of money, $500,000 before you've even blinked "

one of the 30 personal injury suits filed by relatives of victims of the ing South Tucson to pay, even if So before things get too hot this summer, the International Group
crash The airline is expected to try to name the federal government this means increasing local taxes of Protection & Indemnity Clubs, whose members insure about 95%
as a third-party defendant in the other suits. Last week, the city offered to set- of the world's cargo ships, 5 issuing new rules for coal-carrying

tle with Mr Garcia barges operating on the Mississippi

Argentines transfer risks It offered him three parcels of city Shipowners are warned not to load coal whose temperatures ex-
land valued at $450,000 and annual ceed 131 degrees Fahrenheit, says Mr Koronka, who chaired the

LONDON-Argentine insurance and reinsurance policies canceled payments of $50,000 for 30 years Mr committee that set the rules

by Lloyd's of London are moving to other markets, sources say Grand was quoted as saying he Shipowners should also make sure before the coal is loaded that
Argentina's state reinsurer, Instituto Nacionale de Reaseguros Continued on page 76 Cont,nued on page 75

(INDER), formerly placed most of 1ts retrocessions through more
than 20 Lloyd's brokers But Lloyd's underwriters are canceling
these policies upon the request of Lloyd's Chairman Peter Green
and the British government (see earlier story, page 74)

Reinsurance on the aviation policy covering Aerolines Argen-
tinas, an Argentine airline, has moved to La Reunion Aerienne in New Florida law allows captives
Paris, a Lloyd's aviation reinsurer said Frank B. Hall & Co Inc in
New York is brokering the policies, the source added By STEVE SHERWOOD surance Sunset Code chairman of the House Insurance

and RHONDA L. RUNDLE
"Frank B Hall has had some involvement with Aerolines Argen- The new laws, along with the Committee, sponsored the propos-

tinas for years," said Peter Pruitt, chairman and director of Frank state's workers compensation als to make entry into the insur-
B Hall (U K ) But he said he could not detail that involvement TALLAHASSEE, Fla -Captive wage-loss reform law, are designed ance business less stnet for emloy-

insurance companies owned by a to make Florida more attractive to ers, while preserving competition
t

€ single parent corporation are now business, says Spencer Cullen, with commercial insurers
index welcome in Florida following pas- director of the division of insur- The Florida Insurance Depart-

sage April 7 of the Florida Regula- ance company regulation of the ment says the new captive law per-
tory Reform Act Florida Insurance Department mits single-parent captives only

Around the states
And another law permitting

10 Products & services 58 Associated Industries of Florida, The language of the Florida statute
Benefit beat 4 Riskwatch 14

creation of limited reciprocal insur- a trade group representing about lS somewhat ambiguous, however,
BI ticker 79 Washington 55 ers, or "Blue Jays," was passed as 1,600 employers, initiated the new and Associated Industries of Flor-
Classifieds 76 part of the act, also called the In- laws State Rep Tom Gustafson, 1da believes association captives
Comings&goings: buyers 56 Vol 16, No 18-Business In- may be allowed

Comings&goings: industry 57 surance (ISSN 0007-6864) is pub- A captive insurer is defined in
Datebook 68 lished weekly at 740 Rush St , errors & omissions the law as "a domestic insurer es-

Editorial opinions 8 Chicago, Ill 60611 Second-class tablished under this chapter to in-
Info 54 postage is paid at Chicago, Ill, and sure the risks of a specific corpora-
Insurance services guide • Several independent explosives distributors in the Northeast were tion or group of corporations78 at additional mailing offices Post-
Legal briefs faced with the prospect of going out of business when they could not obtain owned or controlled by the cor-46 master Send address changes to
Letters hability insurance in 1979, not their supplier, Atlas Powder Co, a unit of poration or corporations from8 Business Insurance, circulation
London line Tyler Corp., as reported in the April 19 issue

56 department, 740 Rush St, Chi- whom it accepts risk under a con-
Management 46 cago, Ill , 60611, 312-649-5221

tract of insurance "

Markets 60 Copyright 1982 by Crain Commu- • Meadows Indemnity Co Ltd, a captive owned by Gould Inc of Roll- - So if an association incorporates,
Perspectives ing Meadows, Ill, and domiciled in Guernsey, does a "substantial" amount lt may be able to set up a captive,45 nications Inc of third-party underwriting A story in the April 19 issue gave an opposite suggests Bill Griffin, staff vp of As-

impreSS1On Continued on page 78
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Program allows Mult,employer plansinjured employees
to do  homework , Second judge upholds constituti6nality of law

By JERRY GEISEL In another major multiemployer decision, a Cali-
fornia federal judge declared unconstitutional a ret-

By EILEEN NORRIS LOS ANGELES-Employers hoping to overturn roactive provisior in the law thai allows plans .9
the Multiemployer Pension Plan Amendments Act collect withdrawal liability payments from err plo:,-

MINNEAPOLIS-In business circles, the "Homework" program is of 1980 have suffered another setbac f ers that lef: the plans before the law was signed, bur
chalking up high marks as a way disabled workers can get back to work The law, which gives multiemployer pension after its effective date
without leaving home plans the power to demand enormous payments As a resilt, U S District Judge I-ving Hill's dec -

Developed by Control Data Corp for its own disabled employees and from withdrawing employers to help pay ur funded mon, which is being challenged by the Pension Bert
then marketed to other employers, the plan teaches disabled workers com- liabilities, is constitutional and does not place an un- efit Guaranty Corp, only :ffects f.rms in his Cer -
puter programming via a portable terminal that is tied to a computer in reasonable burden on the employes, U S District tral California district that withdrew from plans be-
Control Data's home office in Minneapolis Court Judge Terry 3 Hatter Jr rulec tween Apr 1 29, 1980, the law's eflective date, and

Four instructors are on line at that end to "teach" and answer the em- In dismissing a request for an inlinction to bar a Sept 26, 1980, the day the law was s.gned
ployee's questions electronically multiemployer plan from demanding several hun- With two federal Judges uphold.ng the constlt-

For the employer, the Homework program offers the chance to cut dred thousand dollars in withdrawal liability pay- tionality of the Miltiemployer Amendments Act-
workers compensation costs that can equal 18% to 65% of total payroll ments from tu o small Southern California construe- at least at a preliminary stage-the courts ma> be
annually tion firms, Judge Hatter said Congress had a legiti- giving a message to employers, one expert says

To the dozens of handicapped employees in the program, this "home- mate interest in imposing financial penalties on em- That message is ' The act is not the blatantlj un-
work" is a welcomed task that links them to the working world ployers that leave the plans constitutional statute that many have argued,' said

Control Data began the program in-house in 1978 to teach computer That "heavy burden" was what Congress had ir Baruch Feilner, associate general counsel at the
programming to 23 of its own workers who were severely disabled or mind "to protect the vested interests of workers who PBGC, the federal agency that guarantees workers'
unable to work in a traditional office environment had benefits that already had been earned,' Judge vested pens,on benefits

After 13 of those disabled employees who graduated from the eight- Hatter said in a case involving the withdrawal of Mr Fellner says employers that have complaints
month course returned to work again for the company, Control Data rea- S&M Paving Inc and Alan Ells a private contrac- about withdrawal liability claims should try to have
lized it had a promising tor, from the Construction Laborers Pension Trust those dispures resolved Thrcugh arbitration, a rem-
concept that could be mar-

Comparative costs to the employer
of Southern California edy offered by the law, rather than challenge 13

keted to outside employ- Judge Hatter's decision follows a Pennsylvania constitutionality
ers per individual employee court ruling that also upheld the law's consttution- But becaLse so much money is involved-the na-

It expanded the voca- ality (BI, April 5) tion's 2,000 multiemployer pension plans have

withalopesof iuirnogselT * Republic Industries Inc had asked the Court to bar promised but failed to fund tens of billions of dollars
a Teamsters' pension plan from demanding more in vested benefits-the litigation is expected to con-

insured employers and in-

surance companies con- 11
# r©* 1 1 '4' 47 than $850,000 m withdrawal liability payments, but tinue until the Supreme Court resolves wherner

U S District Judge E Mac Troutman ruled the Mul- Congress had a right to pass a law that requires
cerned about rehabilitat- tiemployer Amendments Act "strikes a reasonable, withdrawing employers to pay a share of a plan s
ing disabled workers rational, non-arbitrary and constitutional balance in unfunded vested benefits

"Most employers proba- / the allocation cf its benefits and burdens " Before that law w as passed, an employer co Jld
bly have a need for conn- 1 A" HOMEWORKIA However, Republic, based in Kansas City, Mo, leave a plan without liabilitk so long as the plan did
puter programmers in- 1  9 , Program N still is challenging several other pending with- not collapse within five years of the company's
house, but they also have a A ®A Nk$25x /v drawal habilit) claims, including a $16 9 million bill withdrawal
need to get their disabled
employees off workers \ 6% 3=55//Y /1 from the Central States, Southeast & Sou:hwest Even if the plan did collapse with n five years, ar

Areas Teamsters' pension fund that is more than employer's maximum 1:abili:y was set at 30% of its
compensation disability," double the company's net worth (BI, July 20, 1981) net worth

\\ M /1/
said Julie T Copenhaver,
marketing manager of the
Homework program Industries ask to waive some withdrawal liabilities
hznesutrhaonscee caomman WASHINGTON-Two multiemployer pension It isn't known yet if the PEGC, the federal agency
needs, but they also can plans covering workers in the clothing and long- that guaran-ees workers' vested pension ben€ f ts.
offer the Homework pro- shore industries could be the first to allow certain will approve the two plans' request for a withdrawal
gram to their policyhold- employers to withdraw from the plana withoit pay- liability exernption
ers," she said nurce Control Data Corp ing any of the plans' unfunded liabilities First, the PBGC will have to decide whether the

The Travelers Insur- The New Ycrk-based International Ladies Gar- exemptions would damage the plan's contribitiori
ance Co already is offering the program to ltS 1nsureds as a cost-effective ment Workers Union pension fund tt is month will base said PEGC Executive Director Robert Nag.e
way to get severely disabled employees back to work And The Travelers ask the Pension. Benefit Guaranty Comp for permis- Theodore Bernstein, directir of the ILGWU's Na-

is considering implementing the program for its own employees slon to adopt a special rule that woild eliminate tional Retirement Fund, which covers 270,000 active
The state of Minnesota and Goodwill Industries of Atlanta also have withdrawal liaoility for employers who retire, go participants and 119,000 retirees, argues that broad-

their workers enrolled m the program, which costs $25,000 per person bankrupt, die cr sell their firms to compan.es that ening withdrawal .iability exemptions would not
Altogether, the program has 46 students from outside firms will contribute -0 the plan damage its contriburion base
It's too early to tell how much money employers are saving by enrolling In addition, the California-based Internazional "One employer's misfortune is anoiher's fortune,'

their disabled workers in the program, but Control Data estimates the Longshoremen's & Warehousemen's Union-Pacific Mr Bernstein said, noting thit as one clothing man-
employer gets back its $25,000 investment within three to four years after Maritime Assn longshore pension plan alreacy has ufacturer goes out oz business existing firms expand
the employee is placed in a job asked the PBGC to approve a rule that would allow operations and new :cmpanies are formed

And that only considers discontinued government and insurance bene- employers that go out of business to escape with- As a result, additional contribut ons woulc De

fits, which equal more than the employment taxes paid drawal liability claims funneled to the plan by e> pandirg firms 'That
The direct costs of maintaining an employee on medical leave after a The exemptiins requested are similar to those would make up for Iost contributions by firms go.ng

serious injury are staggering now covering employers in the constriction and en- out of business
If a worker lS confined to a wheelchair at age 35, Control Data estimates tertainment indistries (BI, March 29) In addition, by liberalizing withdrawal hability

the direct costs to the employer can total $548,000 before the employee's Under those exemptions, companie: in those in- rules, the plan's financial base could be strengti-
disability insurance runs out at age 65 dustries that go out of business or leave a part cular ened because additional emEloyers would Join the

That figure doesn't Include indirect costs, such as hiring temporary re- area can't be slapped with withdrawal haoility plan, Mr Bernstein said
placements for injured employees, or hidden costs, like the cost of buying claims Cont:,;ued on page 76

Continued on page 74

Curb use of toxic building materials: Experts
By STEVE SHERWOOD ourselves with the knowledge to

fight back " 1

HOUSTON, Texas-The fact that He and others want to stem the f
toxic fumes from burning plastic use of toxic building materials in
almost certainly killed 12 guests in hotels with extensive testing of
the April 6 Westchase Hilton Hotel plastics and restrictions on the use
fire here is nothing unusual, says a of the worst through building
fire safety expert codes

"It is the same old story," says
Gordon Vickery, director of the Others, including Marriott -1 -
Foundation for Fire Safety in Hotels Inc risk manager John f,,
Washington, DC, which sent in- Woods, say the best solution is to

j
4

vestigators to the fire "You have a prevent fires-and the consequent
one-room fire-a relatively small release of toxic fumes-by more use
blaze for the fire department-that of sprinkler systems in buildings
kills 12 people " All agree there is no single, com-

Likewise, in the Nov 21, 1980, prehensive solution to this problem Often furniture used in public buildings releases toxic fumes when it burns.
MGM Grand Hotel fire in Las that is costing the hotel Industry
Vegas, 69 of the 85 victims also died and its insurers hundreds of mil- when plastic burns it burns quickly exposing laboratory animals to look around and see normaL 3
from inhaling toxic smoke, he said lions of dollars a year in liability and gives off extremely poisonous their smoke and comparing the re- friendly objects that give off gases

"There is nothing new here," claims fumes" sults to wood smoke exposures, during a flre that could burn h s
says Mr Vickery "We are Just "We live in a synthetic world," Dr Yves Alarie of the University says, "In general, plastic is five lungs, sap his ox>gen and tempo-
blind to facts we have known for a says Mr Vickery "In essence, what of Pittsburgh, who is testing the times more toxic than wood " rarily blind him, Dr Alarie says
long time and haven't equipped we have are plastic rooms and toxicity of 43 types of plastics by In any major hotel, a guest can Continued on page 66
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Teachers can get cash in lieu of health plan
The 3,000 public school teachers

in Wichita, Kan., now have the op-
tion of receiving cash payments in
lieu of health insurance benefits.

The Wichita School District will

pay employees who do not choose
to participate in the health plan $60
per month. The cash payment is
subject to Social Security and in-
come taxes

Previously, teachers not electing
to participate in the health plan re-
ceived a contribution toward a tax-

sheltered annuity. But, the plan
was changed after the Internal
Revenue Service and the Social Se-

curity Administration ruled that
district funds used to pay health in-
surance premiums would be subject
to income taxes if the annuity op-
tion was offered.

About 40% of the district's teach-

ers do not participate in the health
plan. The teachers are members of

benefit beat

the Wichita branch of the National

Education Assn.

The school district contributes

$65 per month toward the health
coverage, underwritten by Blue
Cross/Blue Shield of Kansas; the

teachers pay $75, far more than
they should be paying, says Robert
Wright, the district's director of
employment relations.

The district's total annual contri-

bution amounts to $2.34 million.
The teachers receive the same

health coverage that the district's
2,000 other employees receive from
a new self-insured plan, which re-
quires them to make no premium
contributions.

Employees in the self-funded

plan, which was started late last
autumn, also receive dental bene-
fits not offered to the teachers, who

negotiated their health plan options
last year.

Under the self-insured plan, em-
ployees pay an annual $200-per-in-
dividual or a $400-per-family de-
ductible for both medical and

dental benefits.

The dental plan covers 80% of
charges for diagnostic, preventive,
restorative and periodontic services
and 50% of prosthetic work. The
plan has an annual $1,000 maxi-
mum per individual.

The self-insured health plan pays
80% of the first $1,000 in hospital
charges, 90% for outpatient care.

The plan pays 100% of all claims
exceeding $1,000.

The self-insured plan is adminis-
tered by Armfield-Cole Consul-
tants Inc., a Wichita-based third-

party administrator.
The district has also purchased

stop-loss insurance for claims ex-
ceeding $20,000. Aggregate stop-
loss protection provides coverage
over 120% of anticipated claims.
Both stop-loss policies are under-
written by Equitable Life Assur-
ance Society.

Vision plan
The 10,000 aerospace workers

employed by Rockwell Interna-
tional Corp. have won a new vision
care plan.

The new benefit, the result of
collective bargaining between the
workers-members of the Interna-

E. E Hutton Personal Financial Management for Corporate Executives

The question isit whether
to provide personal financial
planning for your executives.

Its who should dothe planning.

Telk 10
EF +Amn* 86047

'PerScrAa I
Financial

Management

Most personal financial planning
services collect, analyze and report
financial data. Which is good. But
it doesn't always go far enough to
be really effective. 'Your executives
need a more business-like approach
to Personal Financial Management.
That's why several of the coun-
try's largest firms have selected
E.E Hutton to provide financial
planning for their senior and mid-
dle management executives.

Our programs service all.
Our PFM is a highly personalized
and intensive service that includes

living, retirement, and estate
planning and is geared for top
level executives. And our unique
Financial Perspectives service is

designed for your middle
to senior level execu-

tives on the way up.
We link

theory to practice.
The best plan possible
would be ineffective.

without the knowledge
and experience to
carry it out. We believe

the real strength of our services
is providing a counselor who can
make that plan become a reality.
And each counselor is supported
by one of the largest financial
planning departments in the coun-
try which works with a team of
eight outside firms.

Free management booklet.
Our program for linking theory
and practice is described in our
booklet, "Building Wealth-A
Business-Like Approach To Per-
sonal Financial Management." For
a copy call Joseph Vales collect
(212) 742-2756. Or use the coupon.
Take this opportunity to give the
best to the people who give the
best to your company.

Talk to E.EHutton.
Face to face.
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tional Union of United Automo-

tive, Aerospace & Agriculture Im-
plement Workers of America-and
the Pittsburgh-based employer,
goes into effect Oct. 1.

Under the plan, underwritten by
Vision Service Plan of California, a
pre-paid vision services firm, the
employees are allowed one eye ex-
amination and a set of corrective

lenses every 12 months. The plan
will cover the purchase of new
frames every 24 months.

The plan will pay $250 annually
for contact lenses for medical uses

like glaucoma repair and it will
provide a $100 annual payment for
contact lenses for cosmetic pur-
poses.

Employees will be required to
pay a $5 deductible for examina-
tions and a $7.50 deductible for
lenses and frames. Employees pay
no other charges so long as they
seek services from an approved
panel of specialists.

Rockwell International, which

employs more than 114,000 work-
ers in a variety of fields, is a diver-
sified manufacturer of military
electronics, aerospace and textile
rnachinery.

Trimming costs
The city of Madison, Wis., has

worked out a new health insurance

agreement that will help thwart a
proposed 31% premium increase.

The new agreement with Wis-
consin Physicians Services, an af-
filiate of Blue Cross/Blue Shield of

Wisconsin, is expected to save the
city about $200,000 this year, while
continuing to offer the same level
of medical benefits to the munici-

pal employees.
The reduction came after Wis-

consin Physicians Services renego-
tiated its contracts with four local

hospitals.
The city spent $2.1 million on

health insurance last year. The
proposed 31% increase would have
pushed the health premium to $2.75
million.

Under the new agreement, how-
ever, the city will pay about $2.55
million to provide health coverage
to 1,750 of its 1,900 employees. Cov-
erage for the other 150 workers is
provided by another insurance-
plan.

The Wisconsin Physicians Ser-
vices plan covers 100% of all diag-
nostic and hospital costs with no
employee deductible.

Under the major medical portion
of the plan, employees pay a $100-
per-claim deductible and 20% of all
charges.

The plan also has a prescription
drug rider that allows employees to
purchase prescriptions with only a
$2-per-purchase charge.

Group coverage
The number of people covered

by group health insurance under-
written by commercial insurers
rose almost 21% in the 19705, ac-

cording to the Health Insurance
Assn. of America.

Almost 98 million people were
covered by some form of private
group health insurance in 1980,
compared with about 81 million in
1970, reports the HIAA.

About 87 million people were
covered by Blue Cross/Blue Shield
plans in 1980, while about 34 mil-
lion were covered by individual
policies through commercial insur-
ers.

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

.
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Student blames insurer for fire injuries
WASHINGTON-A college stu-

dent is blanking a university's prop-
erty insurer for not making safety

student at G€crge Washington Uni-

recommendat ons that ould have

prevented a 1579 dorm.tory fire.
Robbi Lynn Janicke:, a former

versity, charges that the univer-
1 sity's property insurer. The Hart-

ford Insurance Grouf, knew that
there were dangerous COnditions at
a school dom.itory tha: were con-
ducive to a fin

In a suit see:[ing $10 nillion from
The Hartfcrc; Ms. Janicker says
the insurer failed to re*lire George

Washington University to maintain
the dormitory in a safe condition.

Ms. Janicker was one of seven

people injured during :n April 19,
1979, fire at Thurston Hall, a large
dormitory about three blocks from
the White House. Aside from

burns, Ms. Janicker also suffered
internal injuries after she fell from
a window in her fifth-floor room

onto a courtyard, her atorney said.
The Hartford declined to com-

ment on the pending lit.gation.
According to the District of Co-

lumbia Fire Department, the dor-
mitory fire, which caused about

$65,000 in damage, was caused by a
flammable liquid. The department
labels the fire "suspicious."

But according to the suit, which
was filed in U.S. District Ccurt for

the District of Columbia, The Hart-
ford is liable for damages beeause:

• It failed to recommend mea-

sures tha: would have prevented
the rapid spread of fire or smoke.

• The insurer didn': recommend

and require sufficient fire exits and
emergency procedures.

• Safety inspections by The
Hartford ''were performed in such
a careless and negligent manner

that severe deficiencies were omit-

ted from the .nspection reports,
year after year. "

According to the suit, George
Washing-.on University relied on
The Hartford's annual report and
safety recommendations in decid-
ing what steps were necessary to
ensure that the dormitory was rea-
sonably safe from fire.

The suit, which also seeks $1 mil-
lion for Ms. Janicker's mother for

reimbursement for her daughter's
medical care costs, has been re-
ferred to U.S. District Judge Norma
Hclloway Johnson. .

1,-

©1081. Lumbermens Mutual Casualty Company
U

Pan Am facing
$1 million claim

WASHINGTON-A Silver

Spring, Md., woman wants Pan
American World Airways Inc. to
pay her $1 million for injuries she
says she suffered on an interna-
ti6nal flight last winter.

Ingrid Sophar says her eardrums
burst after a change in cabin
pressure on a Pam Am jetliner on a
flight to Guatemala City, Guate-
mala, from Miami.

In a suit filed last month in U.S.

District Court in Washington, Ms.
Sophar says the bursting of her
eardrums resulted in great pain
and anguish.

Since her alleged injury, Ms. So-
phar says she has suffered ringing'
in her ears, earaches and head-
aches and is now unable to travel

by air.
However, a spokesman for Asso-

ciated Aviation Underwriters, Pan
Am's lead underwriter, denies that
there was an abrupt change in
cabin pressure during the flight to
Guatemala.

"There was no incident, there
was no malfunction of the cabin

pressure and no other passenger
experienced discomfort," the
spokesman said, "We think there
was no liability at all. If we had re-
sponsibility, we would try to settle
it

According to documents filed
with the Civil Aeronautics Board,
the New York-based airline has at

least $200 million of liability insur-
ance (BI, March 8).

In seeking $1 million plus court
costs, Ms. Sophar says she will re-
main permanently disabled and
will be unable to maintain "gainful
employment" because of her ear
injury.

In the suit, Ms. Sophar's attorney,
Francis Redmond of Washington,
said Pan Am breached its duty as a ,
common carrier by failing to pro-
vide safe transportation from · the
time of departure to arrival.

The complaint has been referred
to U.S. District Judge Harold H.
Greene.

om The Reprint Defartment .
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editorial opinions

Tax battle just beginning
THE FOLLOWING IS a message to the Loss Re-serve Deduction Committee and its fellow risk

managers: Go for it!

After more than two years of hard work, the com-
mittee has succeeded in introducing a bill in Congress
that would allow tax deductions for self-insured loss

reserves and for premiums paid to captives (BI, April
26).

Our congratulations to the risk managers who served
on that committee and stuck with the arduous job of
finding a congressional sponsor to push the overhaul
the Internal Revenue Code.

Now that the committee has gotten a man on first
base, it's going to take a team effort to score.

A lobbying strategy must begin.
That effort will demand moral and monetary sup-

port. To get some momentum behind H.R. 6114, spon-

sored by Rep. Bill Frenzel, R-Minn., someone is going
to have to let Rep. Frenzel's fellow congressmen on the
House Ways and Means Committee know that the bill
is important and deserves attention. Co-sponsors in
Congress will have to be lured onto the bankwagon.

Risk managers, that is where you come in. Let your
voices be heard and let your management know what
is going on, so that the top brass in your companies-
whose names often pack more power-can push for the
legislation.

And, if you do a good en6ugh job of selling the im-
portance of the legislation to your corporation, top
management also might be willing to contribute to the
lobbying effort.

The Loss Reserve Deduction Committee spent
$100,000 as of last October just to have the bill drafted
and to try to find a sponsor for it. Now that the bill has
made it through the door of Congress, more funds will
be needed to orchestrate a united drive to push it back
out that door as a law.

Of course, convincing your top management to sup-
port the bill that has obvious advantages for a self-in-
suring corporation will be only half the battle.

First, someone has to convince Congress to pass a bill
that will initially reduce the amount of revenue flow-
ing into the Treasury at a time when President Reagan
is trying to trim the federal deficit. Secondly, someone
has to convince the Treasury itself to hold off the pow-
erful drive it could launch against the bill.

Robert A. Reeves, vp of insurance for the Hospital
Corp. of America in Nashville, Tenn., and the chair-
man of the Loss Reserve Deduction Committee, offers
some pretty sound arguments (BI, Oct. 12, 1981) you'll
want to arm yourself with:

• Although tax revenues would be reduced in the
early years of the law, over time total tax revenues
would increase. Given the right to take tax deductions

letters

Ethics question
is important one

To the editor: I would like to extend my
thanks to you for printing the Perspective
article "Ethical questions" (BI, March 29).
I also would like to extend my sincere
thanks to Susan J. Alt for expressing, in
words, many of the thoughts that I have
had relative to the current "ethical prac-
tices" that are being followed in our pro-
fession.

During the past few decades, we have
seen a liberalization of the original moral
concepts upon which our nation was de-
veloped.

The liberality brought about by the hu-
manist approach has caused a deteriora-
tion of the moral concepts under which
our culture currently operates. It has not

for the money now set aside as non-deductible loss re-
serves, companies would be allowed to funnel more
money into their businesses. This would ultimately in-
crease their revenues and, thus, the federal income
taxes collected.

Now faced with the prospect of funding for self-in-
sured losses with aftertax dollars, companies are often
forced to choose the less economical alternative of buy-
ing insurance. This is counterproductive.

• The current tax penalty on self-insurers also can
force business into imprudent risk management in
tough insurance markets.

When insurance is unavailable and companies are
forced to self-insure huge risks, they may leave un-
funded many millions of dollars worth of retained risks
they have been forced to accept rather than allocate
aftertax dollars for reserves because they need the
money for more productive projects.

• The change in the tax law also would encourage
good risk management by placing the incentive to pre-
vent claims in the first place. Self-insurers are more
conscious of the need to produce quality goods and ser-
vices since reduced claims costs directly increase their
bottom line.

Some fear that the bill will face especially rocky

times because congressmen like to have proposals
boiled down into a few simple propositions they can
deal with effectively. Since the changes in the tax law
proposed by the Loss Reserve Deduction Committee go
into details of various accounting methods and risk fi-
nancing techniques, boiling it all down to a few key
points is difficult.

The committee, however, has prepared a memoran-
dum explaining how the legislation would work. We
ask that some members of Congress take the time to
stop and understand what is involved. Although it is
complicated, there is a lot at stake for self-insured cor-
porations.

The bottom line is that the current law is an anti-

quated one that has not kept pace with growing risks
and the changing business of risk management.

Today's risk managers are much more professional
and creative in risk financing than their predecessors
decades ago. But the current tax law only benefits the
corporations whose risk managers still cover most of
their business risks with traditional insurance from the

commercial market. For those premiums, the corpora-
tion can take a tax deduction.

But we say that the business that finds a more eco-
nomical and productive way of handling risk should be
rewarded, too, with a tax deduction for the money it
invests.

That could be the best argument: It's hard to be
against equality.

been too many years ago that a man's
word was his bond.

Today, this has deteriorated to the point
where we are obligated to trust no one or
contract for our own protection. Part of
this has resulted from the litigious atmo-
sphere brought about by the legal pro-
fession and, also, by the attitude that we
currently find in the concept that it is
never our fault that has caused the diffi-

culty in which we find ourselves.
The article was excellent and one that

risk managers should study and contin-
ually ask themselves if their actions are
ethical-not only from the standpoint of
the current morals, but also for the bene-
fit of their corporations and their own fu-
tures in the business world.

Paul B. Harvey
Risk manager

Ponderosa Homes

Newport Beach, Calif.

'Perpetual' soft market
needs more attention
To the editor: Congratulations on fi-

nally addressing the possibility of perpet-
ual "soft" insurance markets in "What if

the market doesn't tighten?" (BI, April
12).

More attention is needed on this sub-

ject.

David B. Kitterman
Account executive

Cook-Cravens, Warren & Co.
Houston

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, IZZ. 60611.
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"Hey Fred, I thinkwe iust found a
qua/ity source for those tough specia/ty prob/ems."

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

HARTFORD,
SPECIALTY...:,
Performance is our specialty.

Hartford Specia'ty Company. An affiliate of The Hartford Insurance Group, Hartford, Conn. 06115. Products and services:
underwritingand risk financing programs. Claim, loss control and captive services. Global marketingand worldwide coverages.
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24 Californians named in coverage scam
LOS ANGELES-A Los Angeles nizations beyond their original years to file claims

County grand jury has charged 24 around the states purpose of community service and However, a worker still must file
Southern California residents with would permit them to engage in a claim within two years of a diag-
111 counts of insurance fraud, new lines of business free from tax- nosis of byssinosis
grand theft and conspiracy in an tomobile Club of Southern Califor- Blues to merge? ation, even if the new business was The bill was signed into law by
alleged scheme involving group nia, Hughes Helicopter Co and unrelated to health care Gov Charles Robb last month and

health insurance policies provided Crown Zellerbach Corp BOSTON-Massachusetts Blue The Pro fessional Insurance will take effect July 1
by their employers An investigation revealed that Cross and Blue Shield are support- Agents of Massachusetts and the

The suspects fraudulently col- one of the supects, a former insur- ing legislation that would allow the Independent Insurance Agents of Liquidation order
lected about $42,000 from six insur- ance billing secretary, allegedly two to merge Massachusetts also oppose the legis-
ance companies and three self-in- provided medical billings to indi- John Thompson, president of lation CHICAGO-A Cook County cir-
sured corporations in Southern viduals, who would them submit Blue Shield, recently said a merger cuit Judge has ordered the hquida-
California, according to the indict- them as medical insurance claims would increase the organizations' Byssinosis victims tion of Kenilworth Insurance Co , a
ments to collect money efficiency and cut costs Chicago-based property/casualty

Companies and institutions em- The investigation by the state The move is opposed by several RICHMOND, Va -The Virginia insurer
ploying the suspects and providing Fraud Bureau began in November other groups, including the Massa- Legislature recently passed a bill State Attorney General Ty
their insurance coverage include 1980 The indictments were handed chusetts Medical Society, which that extends the time period during Fahner petitioned for and received
the University of California at Los down April 12 represents 60% of physicians prac- which victims of byssinosis may an order April 15 placing the com-
Angeles, 7-Up Bottling Co, Centin- As many as 50 people and as Picing in the state file workers compensation claims pany under an order of conserva-
ela Hospital, Rockwell Interna- much as $100,000 in fraudulent A medical society spokesman tes- The new law permits workers tion Illinois Insurance Director
tional Corp, Cedar Sinal Hospital, payments could have been in- tifying against the legislation said exposed to cotton dust to file claims Philip R O'Connor was appointed
Lockheed California Co, Coast volved in the scheme, state officials recently that the legislation would seven years after exposure Pre- conservator
Television, Imperial Bank, the Au- say extend the power of the two orga- viously, workers had only five The Department of Insurance,

which investigated the company's
financial condition, determined

.- 0 . 9- 4
I ¥- : j Yul* .» » that the company was insolvent

The liquidation order requires
' 4'3 .c' 4 that all of Kenilworth's insurance

1, -

*fir. 1 ' 1 ...241,4
policies be canceled effective May
21 The state Insurance Department
is advising all Kenilworth policy-

, ..'%.Y.,4, 6, I. holders tO Immediately contact
914, 1

1 # 4 's' 444.42*fs. their agents or brokers or to,14,4 468 - directly seek new coverage

4 ' dt Most outstanding claims will be
covered by the state's guaranty

•. Pl . I funds, state officials say
t.+ 3 2 -, 1.- I r H r

' .-'/ ...1 t,.... Kenilworth was organized in
/ 1961 and was licensed to transact

4 business in seven states with prin-
* e

,1
r cipal business in Florida, Illinois,

4 Kentucky, Missouri and Texas Di-
> i rect premiums in 1981 totaled about

$17 million, of which $1 5 million
was Illinois business

"1

F·*t &'/ ffs#
Stress claims

1 t *Nti-' 4- LINCOLN, Neb -The state Leg-
..442 t

19 1 1 islature has rejected a bill that
would place the burden of proof on..'f
the state to show that stress-related

1.4414 . . 1

":'. fjff

I

diseases suffered by fire fighters
and police officers are not job-re-

.*f lated

The law currently says it is up to
the workers suffering from an ail-
ment to prove that the disease is

r

P Job-related when seeking workers
44» f / compensation benefits

4 ,/ L The bill was Introduced by state
Sen Steve Wittala and will likely
be introduced again in the next ses-
sion, according to Terry Ford, an

54 aide to Mr Wittala

I'

0%4,-F.br I Dealers disagree
BS- .
B about the value

of stolen artwork

LONDON-Lloyd's of London
underwriters are studying opinions

*AIIONINSURANCE? by art dealers on the value of seven
paintings stolen in what has been
called Britain's biggest art theft

I MAKE BOITS, Nar AIRPLANE
The paintings, belonging to Bra-n He could be zilian businessman Fernando Ma-

J one of your rino, are reputed to be worth 6.25
million pounds ($11 7 million)clients. And he probably already has a Products Liability policy. But some art experts say the art

But chances are that policy excludes aviation liability. So he's is worth only 600,000 pounds ($1 12

unprotected if one of his products eventually becomes part of an million), one-tenth of the value for
which they have been covered for

aircraft involved in a major loss That's where Associated Aviation a year in the Lloyd's and London

Underwriters can help. Fbr over fifty years we've been handling company market
Loss adjusters for the lead

the special insurance requirements of the aviation industry and Lloyd's underwriter involved were

we can provide vour client with the aviation products liability refusing to comment on the theft
last week

coverage he needs. Call us today. For aviation
insurance-whatever business your client is in-

But the brokers who placed the
risk as a new policy in London last

Aying first class means coverage from AAU. FLZIMfCLASS year on behalf of Mr Marino stated
that the paintings had been ap-
praised by a professional art dealer
in Britain before the policy was
taken out

Underwriters agreed to this val-
uation, the brokers added, and
there was no specific condition that

ASSOCIATED AVIATION UNDERWRITERS 90 John Street New York New York 10038 • ATLANTA • CHICAGO• DALLAS • DENVER •DETROIT• KANSAS CITY • LOS ANGELES • SAN FRANCISCO• SEATTLE
the appraisal should be reviewed in
case of loss
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If you're responsible for local nationals' employee benefits in small

overseas subsidiaries, you should know about John Hancock's International
Group Program.

Because now IGP has a Small Groups Pool which offers immediate
cost savings and quality service to groups of almost any size. Ask your
international broker or consultant. Or call Mike Allan at (617) 421-2548.
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The problem is that the way most insurance poli-
cies define things, nothing is ever really brought
into focus.

What you call a boiler may not be what your
policy calls a boiler. What looks like an explosion
to you may, in fact, be an implosion as far as
your policy is concerned.

Which is all well and good if you're the type
who doesn't mind keeping tabs on such things.
But if you're not, we've got some good news.

A policy that's simpler. A policy with less
room for misinterpretation. Arkwright-Boston's
new Special Property Fblicy.

Basically, instead of telling you what you
are insured for, it simply tells you what you aren't
insured for. What that means is that, with a few
exceptions, you can assume total coverage
against any fortuitous property loss.

It is by all measures, the broadest, most
inclusive concept in property insurance ever
developed by Arkwright-Boston.

And if you think you can get the same thing
with one of those thrown-together "all-risk"
packages, think some more.

For one thing, our new policy includes boiler
and machinery. Unavailable in many package
arrangements.

And something they'll never be able to
offer. The ability to capitalize on the wealth
of loss prevention talent that Arkwright-
Boston has built its reputation on since
day one.

So if the idea of a simpler, more
inclusive way to protect your com-
pany appeals to you, consider the
Arkwright-Boston Special

Property Policy. It could be the first clear look at
insurance you've had in years.

To learn more, contact your nearest
Arkwright-Boston Insurance office. Regional
offices located in Waltham, Mass.; Greenwich,
Conn.; Atlanta, Ga.; Cleveland, Ohio; Chicago,
Ill.; and San Francisco, Calif.

ARKWRIGHT
BOSTON

 INSURANCE
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Do risk managers need an ethics code? RI/6 GUEST

By KATHRYN J. McINTYRE program at the annual conference (see related story). .-
While the panel quickly dismissed the need for a written code of .„ -

ethics, they debated ethical issues confronting risk managers, brokers
and insurers for another three hours. The topics ranged from the po- .«jns:.
tential conflict of interest inherent in vertical integration of the insur- 5=t-
ance business, risk managers' obligations to disclose information to - .'.-I-/..

underwriters and insurers' obligation to pay claims to the ethics of EffES'*
business entertainment in the insurance business.

Vertical integration, the common ownership of brokers and un- .825'
derwriters that is developing in the United States, is not an ethical *-04-q..
decision, "it's a business decision," Mr. Clements maintained.

State Farm, which employs its own agents, is vertically integrated
and The Hartford, which is a broker market, is not, he noted. "Both
are ethical."

WASHINGTON-The Ten Commandments, corporate guidelines
and a variation on the Golden Rule will serve as better guides of
conduct for risk managers than a written code of ethics, five leaders in
the insurance business suggested at the Risk & Insurance Management
Society Conference.

"We have a workable code of ethics in the Ten Commandments,"
contended risk management consultant Felix Kloman, president of
Risk Planning Group in Darien, Conn. Any attempt to write a code of
ethics for risk management would raise more questions than it would
answer, he said.

All corporations have their own guidelines that deal with the obvi-
ous areas of conflicts, said James Mascarella, vp of insurance at Gould
Inc. in Rolling Meadows
Ill. "A person's conduc
better be consistent with

the corporate guidelines," iyl>
he said.

"I'm totally opposed to
writing down anything,"
declared Lloyd's of Lon-
don underwriter Robin

Jackson, a director of
Merrett Syndicates Ltd.
Any code of ethics for risk
managers would have to
extend to brokers and un-

derwriters, he noted,
creating "a magnificent
opportunity for lawyers to
make an even bigger mess
of our business."

Mr. Jackson suggested
that risk managers, bro-
kers and underwriters

should follow the rule,
"Don't do to someone else

what you don't want done
to you."

Robert Clements, presi-
dent of Marsh & MeLen-

nan Inc., argued that
codes of ethics have been

used by others to condone
price fixing and restric-
tions on the ability of con-
sumers to find out what is
available.

"There's quite enough
of an E&0 problem as
there is," quipped Henry
U. Harder, chairman and
president of The Chubb
Corp.

Moderator Eckart Rus-

sell, director of insurance
and risk management at
Alcan Aluminium Ltd. in

Montreal, suggested that
perhaps the best code of
ethics for risk managers
and the insurance busi-
ness could be taken from

Confucius, who said that
behavior is right if it opti-
mizes benefits for both

parties in a relationship.
Only one person in the

audience of nearly 150 at
the RIMS seminar stood

up to suggest risk manag-
ers do need a written code

of ethics. Another sug-
gested RIMS needed one
on accepting contribu- Photo: Kathryn J. Mcintyre

tions to fund the spouses'

The consumer has a

choice, Mr. Clements said.
Vertical integration of

U.S. and Lloyd's brokers,
however, removes choice
in some cases, moderator
Mr. Russell observed.

M&M, for example, has a
policy of using its Bowr-
ing subsidiary in London
and not other Lloyd's bro-
kers.

"We do it for account-

ability," Mr. Clements re-
sponded, "to ensure the
high quality and profes-
sionalism of the work and

the efficiency of the busi-
ness.

"I instinctively use my
own resources to do the

job. That way, I'm putting
myself on the line."

Mr. Harder of Chubb

also looked at the business

considerations.

"What are the frac-

tional costs in separating
the broker, underwriter
and consultant? Can they
be reduced by integra-
tion?" he asked, an-
swering, "I don't think
the business is as ineffi-

cient as it looks."
"I have a difficult time

with finding conflict in
integration," Mr. Ma-
scarella said. "My own
company grows by inte-
gration."

Mr. Kloman put the
conflict on the table for
those who didn't see it:

"The broker holds himself
forth for the client." If the

broker places business
with a related un-

derwriter, how is the eli-
ent sure that the broker

has searched the world
market for the best deal?
he asked.

"I don't care where re-
source talent comes

from," Mr. Mascarella in-
terjected. "I'm going after
the talent. I draw the pa-
rameters of the relation-

ship."
The broker doesn't al-

ways disclose his conflicts,
Continued on page 18

Insurers face rocky profit picture
By BILL DENSMORE

WASHINGTON-U.S. storm losses ex-

ceeding $400 million and continuing rate
competition have made the first three
months of 1982 the worst on record for insur-

ers and their quarterly reports will show it,
two industry executives warn.

And one of the executives told members of

the Risk & Insurance Management Society at
its annual conference last month that the

new pinch on profits could finally force some
insurance rates up.

"They're (the numbers) not going to be
good," said John R. Cox, president and ch'ief
executive officer of Insurance Co. of North

America, a subsidiary of newly form'ed
CIGNA Corp. of New York. "In fact, there

are some people who are going to think they
are disastrous."

Mr. Cox predicts that the combined ratios
of the major public stock insurers will aver-
age about 110% for the first quarter, up from
an average of 105% to 106% for all of 1981.

"The industry is in for a real first-quarter
earnings surprise," predicted Frans R. Elia-
son, president and chief executive officer of
Armco Insurance Group Inc. of Milwaukee,
who also said he's telling friends in the indus-
try to "buckle your seat belts."

Mr. Eliason forecasts a first-quarter com-
bined ratio of 111% or 112%. He also says the
effect of large weather-related losses and rate
discounting has reduced cash flow "to a
trickle for many if not most companies," add-
ing that the stock market decline in the first

quarter has cut the industry surplus by an
estimated $2.5 billion.

Messrs. Cox and Eliason were among four
panelists discussing "Developments in Com-
mercial and Industrial Markets" in a general
session at last month's RIMS Conference. The

other panelists were James F. Billett Jr.,
president of Trenwick Ltd. in Bermuda, and
John Lock, deputy general manager of Brit-
ish-based Mercantile & General Reinsurance
CO.

While both Mr. Cox and Mr. Eliason said

they were worried about the insurance in-
dustry's impending poor results, they dif-
fered on the effect of those numbers on the

commercial insurance marketplace.
Mr. Eliason predicted that some insurers

Continued on page 22
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Suppliers pay for many of the events
in the spouses' program.

RIMS reviews

conference

contributions
WASHINGTON-The Risk & Insur-

ance Management Society is rethink-
ing the entire format and organization
of its annual conference, including the
solicitation of contributions from the

insurance industry to support the
spouses' program.

These contributions-in the form of

cash, sponsored breakfasts, presents for
door prizes and tours-were criticized
during the session on risk management
ethics at the annual RIMS Conference.

"Is it ethical as a professional organi-
zation for RIMS to go out to the bro-
kerage community with our hands
out?" asked Charles F. Scott, who was
chairman of the solicitations commit-

tee this year.
Many of the people on his committee

were employed by public agencies, he
said. "We were so embarassed when
we asked for the contributions we had

them sent to a locked box," he said.
"We couldn't have those contributions

coming into our offices," said the
newly appointed director of the office
of risk management for the Common-
wealth of Virginia.

The tradition of the local chapter
soliciting contributions for the spouses'
program began with the 1963 confer-
ence in New Orleans, said Ron Judd,
executive director of RIMS.

This practice, and the entire design
of the conference, will be reviewed by
RIMS officers and staff during a three-
day meeting in June, Mr. Judd ex-
plained.

The industry contributions to the
spouses' program "have never been
hidden," he said.

At every RIMS conference, promin-
ently displayed signs list the companies
contributing to the program, and all
gifts, tours and meals are credited to
their sponsors.

Mr. Judd said he had not yet tallied
the amount of contributions to the

spouses' program.
"The time has come for RIMS to

wake up and tell Los Angeles (the site
of next year's conference) it will sup-
port the conference and they don't
have to go out with their hats in their
hands," said Felix Kloman, president
of Risk Planning Group in Darien,
Conn., and a member of the ethics
panel.

"It will enhance the professional
standing of RIMS if it pays its own
way," he said.

The audience obviously agreed.
They broke forth in applause, the only
time during the session.
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It's end of era for RIMS' fabled merriment
By LEN STRAZEWSKI

WASHINGTON-It may be the
end of an era, but no one seems sad

 to see it go. If :ny
thing, brokers, in-
surers and corporate
buyers are breathing
sighs of relief.

The era of the "big
shrimp," extrava-
gant entertainment
and riotous hospi-
tality suites at :he

annual Risk & Insurance Manage-
ment Society Conference seems to
be over.

This year, with few exceptk,ns,
suppliers seemed more interested
in chatting about the economy the
insurance marketplace and who is
unbundling what services for
whom than the hors d'oeuvres, the

scotch and who is buttering up
whom for what.

There were still some loud par-
ties and grand shows. INA paid for
a performance by Bob Hope who
doesn't walk on stage at all for less
than $25,000. Small groups of
leather-lunged buyers later gath-
ered at the Fred S. James hospi-
tality suit to sing an off-key "Okla-
homa" at the piano bar.

Leather-eared risk managers
dropped in at the Johnson & Hig-
gins suite to hear a country-and-
western band and at the end of a

long night, some meeting-goers
were still eager to stop at the Ideal
Mutual suite for Cafe Royale.

But in general, neither hosts nor
guests seemed to be doing anything
worthy of embarrassment.

"This is the first year I didn't see

riskWatch
anybody really drunk and out of
control," noted a brokerage execu-
tive.

"We had another convention in a

couple of the hotels and I'm glad to
say that anytime I saw someone
weaving, he was wearing another
group's badge."

The suite scene wasn't always so
professional.

Just three years ago, an industry
watcher attending the RIMS meet-
ing for the first time suggested that
the proud RIMS unicorn symbol on
meeting guides be replaced by a
winking shrimp with a dollar sign
on its forehead.

The opulent Marsh & McLennan
cocktail party, a RIMS mainstay for

1
years, and the giant Johnson &
Higgins dinner (usually held in a
rented amphitheater) set the pace
for bigger and more dramatic en-
tertainment with exotic food and

flowing liquor.
This year both events were miss-

ing from the calendar and execu-
tives at both brokerages seemed re-
lieved.

Other suppliers played follow the
leader with simpler, less expensive
entertaining.

"The board of directors voted

unanimously last year not to hold
the usual giant event, but we held it
anyway because people had come
to expect it," explained Robert

CS ONLINE
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CLAIMS

ADMINISTRATOR
Claims Administrators arise! CS ONLINE can free you from the chains

of routine paper work. The world's largest and most advanced risk
informatioi network, CS ONLINE increases the efficiency of claims
administration, eliminates duplication of effort, and reduces claim costs.
This fully eutomated claims administration system gives you instant and
complete access to your entire claims file, any time! Here's what it can
do for you, automaticall¥:

• Record, index and file compensation claims for instant retrieval on
CRT or h:rdcopy print-out

• Calculate. process, and write compensation checks to meet all state
laws an=1 benefit requirements

• Process Imedical and expense payments daily, issue consolidated bi-
monthlv checks to providers for reduced accounting costs and better
cash flow

• Produce state reports, OSHA records, safety statistics, reserve analy-
sis and allaccounting reports

• Cut your time and cost of claim payment administration. Free your
staff to niprove relations with injured employees

Don't settle for less than the most advanced in risk information tech-

nology. Ft.c out what CS ONLINE can do for you. Call toll free in the
U.S. and Canada, (800) 858-4351 or (806) 376-4223 in Texas. Or send
the coupon below. coragrate

systems
Leadership in Risk Information Technology

Tell me more about CS ONLINE, Corporate Systems' new technological advance in
risk management communication.
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State Zip Phone C )

Mail to:

CSONLINE

Corporate Systems
P. O.BOX 31780

Amarillo, Texas 79120
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Clements, president of Marsh &
MeLennan Inc, "This year the
board again voted unanimously
against it."

M&M would not reveal the cost

of the fabled event, but expense
control and budget cuts-a quiet
but constant topic of conversation
in most hospitality suites-were not
the reason for abandoning the big
party plan, according to Mr. Clem-
ents.

"Travel and entertainment ac-

count for less than 2% of our reve-

nues," Mr. Clements said. "And of
course, travel is the biggest portion
of that expense. Entertainment has
to be less than 1% of our costs and

it's not really going up.
"We started the tradition of the

M&M reception as a way of sup-
porting RIMS
when it first F 

RIMS seems per-
fectly capable of I=wg. m
supporting it-
self." -1 /11
Seth Faison, U' 1

Higgins agrees. 
"RIMS said it 

really didn't Mr. Strazewski
need it anymore
and we just couldn't cope with it
anymore. It had just reached the
point where it could not be held
gracefully."

J&H had held a dinner since the

first RIMS Conference, according
to Mr. Faison. It started as a recep-
tion and dinner for 80 people and it
just kept getting bigger and bigger.
Other brokers and underwriters

were the first to go when the invi-
tation list began expanding out of
control, but the ranks of benefit
and risk managers were growing
faster.

"Last year we realized that
when we reached 1,600 people and
were serving a buffet dinner in the
foyers of a concert hall, we had
stopped being able to do anything
graceful with the event," Mr. Fai-
son said.

Although the dinner disap-
peared, the expenses stayed almost
constant.

Individual J&H offices held din-

ners for their own clients, the larg-
est a 350-person gathering held by
J&H's New York office. The bro-

kerage purchased an exhibit booth
for the first time and pumped the
remainder into its advertising bud-
get

"You won't print this, but we
evaluated our promotion program
and put whatever we saved into the
advertising budget. We saw what
our ads do and realized that our en-

tertainment costs were equal to
several Wall Street Journal ads,"
Mr. Faison said.

New promotional considerations,
the growing maturity of the RIMS
annual meeting and a general no-
tion that buyers were getting un-
comfortable with extravagance
from the suppliers promising them
economy, were all reasons brokers
and insurers cited for keeping costs
down. But the bottom line reason is

still probably the bottom line.
One hotel bartender at the

Sheraton Washington costs $17.50
an hour. Hot and cold hors

d'oeuvres list for $1.25 apiece. One
bottle of Jack Daniels Black Label

Tennessee Whiskey (list price: $12)
can be brought up by room service
for $42.

Entertainment costs big money,
and considering the shrinking
profit margins of both brokers and
insurers, no one is spending thou-
sands of dollars casually.

And even the most promotion-
conscious supplier will not deny
that given a choice between a $40
bottle of booze and a $40,000 pre-
mium cut, most buyers will drink
ginger ale. .
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Letyour fingers
do theworking

Have a hard-to-place risk that needs coverage but fast? Competing for a new
account and strapped for a really competitive quote? Want your top client's risks placed
with top-rated markets? Interested in top commissions for yourself?

Then call on The Power Brokers-because we have it all.

We're the ones who broke the 48 hour barrier on E&S quotes. We're the ones who
can place the most difficult risks you have to face. We're the ones with the capacity, the
experience-and the answers. In fact, we're probably the one and only broker you
need to contact, whatever the question.

So call or write today-send in an application. We'll take that risk off your hands,
a load off your mind, and deliver just what you want, just when you want it. The Power
Brokers will give you the best of everything, and what makes it so nice is that you don't
have to do much of anything.

All you have to do is lift a finger or two.

474 Appleton Street, P.O. Box 1310
Holyoke, Massachusetts 01041
Telephone: (413) 538-8261
Mass. Wats: 800-332-3847

All other states: 800-628-9017

Telex: 95-5494

3325 Wilshire Boulevard

Los Angeles, California 90010
Telephone: (213) 386-1200
Calif. Wats: 800-421-9544

Telex: 67-3521

1 Union Square, Suite 3412
Seattle, Washington 98101
Telephone: (206) 624-9880
Telex: 32-1138

The Power Brokers is a trademark and service mark of Hallways Advertising, Inc. Copyright © Hallways Advertising. Inc., 1982, All rights reserved.
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The Eagle
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upon a time,
on a great mountain

overlooking a meadow,
lived a community c f indus-
trious and happy creat.:res.
Together they enjoyed zhe
manybenefits of their
mountainside existence

and they all agreed that life
was good indeed.

One reason for their

sense ofwell being was the
eagle who lived atop the
mountain's highes. peak.
He, too, was a part of Ene
mountain communit¥ and
itwashisparticularjob to
protect the mountains
inhabitants from Es many

A BUSINESS INSURANCE

··;:.:-414.1 dangers. And theeagle
" job. His keen

was very good at his

4, eyesight and long
..4*5 - 7..T:-- 4 experience had

«:..i taught him to be
%8 intimately

. familiar with the
slightest signs of

mountain danger.
And with his strong

wings he could regu-arly
circle the entire mountain

in minutes, End swoop down
instantly witn powerful claws
whenever his help was
needed.

THEN, one year the wearher
on the mountain began to
turn unusually bad. Hard
times beset all of the
mountain's creatures. Food
became scarce, surplus
supplies disappeared. Ar_d at
the same time, new dangers
began to appear, upsetting
the mountain community a
great deal. But the eagle did
not despair. He simply
adapted to the new dangers
and continued to protec: all
the mountain's inhabitants

with great dzvotion and
success.

Meanwhile, down in the
meadow the times were

turning equally bad. And the
lion, who protected life in
the meadow (j ust as the eagle
protected it on the moun-
tain), became more and more
concerned with his dwindling
fortunes. So he decided to

expand his domain and
forage up into the mountain
where he thought new
opportunities awaited him,
even though he was unfam-
iliar with the mountain's
terrain.

The lion approached the
inhabitants of the mountain
and offered to be their new

protecton In fact, he said he
Cou ld do the job better
because he was bigger than
the eagle. He even offered to
protect them for far less
reward. And he would even
show the mountain creatures

how they could protect them-
selves, and save even more.

Some of the mountain's
inhabitants talked it over and

decided to accept the lion's
offer. But others felt more
comfortable with their old

friend the eagle, and chose to

remain under his protection.

THINGS went along well
until one day more and more
dangers began to surface all
around the mountain. The

lion did his best to keep up
with these unfamiliar

problems, but since he had
to physically run from one
to the next, parts of the moun-
tainside were always left ex-
posed to new dangers. And,
since he was not familiar

with the unique nature of
mountain-type dangers he
gravely miscalculated sev-
eral serious situations. And

unfortunately, even with



andtheLion
FABLE FOR OUR TIME.

their crash course in self-

protection, many of the
creatures found they were
unprotected when the
occasion actually arose.

For the creatures who

chose the lion as their pro-
tector, the times went ftom

bad to worse. Before long
even the lion realized he had

underestimated the nature

of risks on the mountain.

And when conditions im-

proved in the meadow, he
eagerly and quickly returned
to his natural habitat, leaving
his mountain clients high,
and unfortunately in some
cases, dry.

As one of the nation's lead-

ing underwriting managers of
specialty lines insurance for
business and professionals,
Shand, Morahan & Company
feels that the moral of our

little fable is particularly
pertinent to today's casualty
insurance climate.

Along with others in our
industry, we abhor the cur.
rent practice of insurance
rate cutting as a short-term,
short. sighted alternative to
intelligent underwriting.

We feel that those

insurers who are offering
new specialty lines programs,
without adequate under
writing or claims experi-
ence, are exposing their
clients to unnecessary risk

ALL the while, the eagle
continued to watch

over the mountain, ,61'
and indeed he

developed many
effective new

maneuvers to

cope with the
mountain's new

dangers whenever 4
they arose. And in the
final analysis, all agreed that
his unique expertise,
experience, adaptability and
dedication proved to be the
best policy of all for the
mountain and its creatures.

Not only in good times,
but in bad as well.

and are providing false
economy in the long run.

For this reason, we have
decided to introduce a series

of messages addressing
specific pitfalls, as well as
opportunities, in today's
business insurance environ-

ment. We hope these messages
will prove informative and
profitable to corporate and
professional insurance
decision-makers. As well as

to our colleagues in the
casualty industry and to you,
the insured.

I Shand, Morahan
• & Company, inc.

One American Plaza, Evanston IL 60201

1.1,11



18 .' business insurance, May 3. 1982

Do risk managers need a code of ethics?
Continued from page 13
commented someone from the au-
dience.

"Those brokers with significant
underwriter interests take pains to

operate them inde-
pendently," said Mr.
Clements, noting
that M&M has only a
very small interest
in underwriting.

Can the broker

also serve as a con-
sultant?

"We can't be ob-

jective in helping the clien: decide
which broker to hire," Mr. Clem-
ents admitted.

But otherwise, brokers already
are held liable for advising clients,
for example, on how much insur-
ance to buy, he said.

"I believe any organization can
serve in a consulting capacity," said
Mr. Kloman, who was a broker be-
fore establishing his own risk man-
agement consulting firm.

"They can solve a problem so
long as you define the prcblem in
advance and how you will pay for

'It is practically impossible to
win on misrepresentation. So when it is

done, it must be a delay tactic,'
Mr. Harder says.

that service" which should be by a
fee, he said.

"My own objectivity did no:
char.ge ont whit from when I w:s a
broker when I became an inden -

pendent consultant," he added.

"The problem comes back to the
perception of credibility.

"If I, as a broker's consultant, say,
'Do this' and Jim (Mascarella) takes

it to his board, they say, 'They are
brokers, why should we believe

them?'"

Not only the broker/consultant's
credibility, but also the risk man-
ager's was discussed. How much in-
formation does a risk manager owe
an underwriter and what is the un-

derwriter's obligation to pay claims
based upon the amount of informa-
tion disclosed?

"We're seeing more claims de-
nied for non-disclosure of informa-
tion," observed Mr. Russell.

"You will see more litigation
over this. You haven't seen any-
thing yet," said Mr. Jackson.

The conflicts over claims will be

more numerous between insurers

and reinsurers than between insur-

ance buyers and their un-
derwriters, he predicted.

In either relationship, Mr. Jack-
son contended that the underwriter

has to ask for information. Unless

relevant information is delibera-

tely withheld, the claim ought to be
paid.

"Too often now the underwriters

are trying not to pay," Mr. Jackson
said.

Some underwriters are denying
claims to delay paying them, he
said, and others are too embar-

rassed by their underwriting mis-
takes to pay.

Mr. Jackson laid more responsi-
bility with the broker than with
the risk manager. "It's the obliga-
tion of the broker who deals with

both sides to see that the informa-

tion gathered from the insured goes
to the underwriter."

Mr. Harder agreed that as an un-
derwriter, "I have to ask the ques-
tions-it is my role.

"Our basic business plan is to
have the fastest checkbook around.

We are busting our butt to get the
payment out."

"I understand you don't have
much competition," Mr. Clements
retorted.

"It is practically impossible to
win on misrepresentation," Mr.
Harder added. "So when it is done,

'1 believe any
organization can

serve in a

consulting capacity, '
said Mr. Kloman.

it must be a delay tactic."
"I don't pass on information un-

less I'm asked," commented Mr.
Russell.

"That's unethical," charged Mr.
Kloman. "I think the risk manager
has to report any information even
if it is not requested if his long-
term goal is to maintain a relation-
ship with a market that will be
there to pay claims. I realize it is
not necessary in the law, but I
think it's necessary."

"I assume something material is
already on the table," Mr. Russell
said.

Entertainment practices-lunch,
dinner or weekends at a broker's

expense-were discussed only
briefly at the end of the session.

"This business is surprisingly
clean," Mr. Clements said. "It is de-

meaning to a risk manager to say
he is for hire for a weekend in

Florida. What's at stake is worth a

lot more than that.

"I would be very upset," he
noted, 'if I ever discovered we
gave a client a weekend in Florida.
We will buy you lunch or dinner."

"We tend to balance and recipro-
cate," Mr. Mascarella said. "On a

year-to-year basis, we entertain
more than we are entertained.

"I do not accept lunch or dinner
with people I don't do business
with," he added. •
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THE RISK RETENTION ACT PUTS
THEM IN THE INSURANCE BUSINESS.

OUR SERVICES CAN KEEP
THEM FROM GOING OUT OF BUSINESS.

Now that the Risk Retention Act is law, companies can join together to
provide their own products liability coverages. The Travelers is ready to help.
Because what we've learned from over a century in the insurance business can
help them prevent costly mistakes while they benefit from our know-how.

Newly formed Risk Retention Groups and their individual members can look
to The Travelers for almost any of the insurance services they now require. These
include claims handling, loss-prevention, rate-making, underwriting, policy
issuance, statistical analysis. And these services may be purchased separately or in
combination with any other insurance product we sell. So one source covers it all.

To the brokerage, agency and corporate communities, we offer immediate
assistance in serving these newly created pooling arrangements. Call
Richard C. Barbieri at The Travelers (203) 277-7579, or write us. ..--I#

THETRAVELERS
The Travelers Indemnity Company and its Affiliated Companies, Hartford, CT 06115
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For more information ca// the A//enda/e office nearest you.

EAST CENTRAL

Southfield, Michigan
(313) 353-6020

Beachwood, Ohio
(216) 464-7220

Cincinnati, Ohio
(513) 769-4744

Pittsburgh, Pennsylvania
(412) 323-2220

MIDWEST

Oak Brook, Illinois
(312) 654-1210

Minneapolis, Minnesota
(612) 546-4211

Creve Coeur, Missouri
(314) 567-9640

Milwaukee, Wisconsin
(414) 258-5122

NEW YORK

Cherry Hill, New Jersey
(215) 629-0580
(609) 667-4011

Short Hills, New Jersey
(2OD 379-7900

New York, New York
(212) 354-0300

NORTHEAST

Stamford, Connecticut
(203) 327-1440

Westwood, Massachusetts
(617) 329-4741

Johnston, Rhode Island
(401) 275-3000

SOUTH

Atlanta, Georgia
(404) 955-2700

Charlotte, North Carolina
(704) 372-5820

Dallas, Texas
(214) 387-4990

Houston, Texas
(713) 977-1800

EST

Los Angeles, California
(213) 487-5770

Orange, California
(714) 937-1394

San Francisco, California
(415) 433-0084

Woodland Hills, California
(213) 704-1133
(213) 873-1722

Portland, Oregon
(503) 228-3650

Bellevue, Washington
(206) 454-9554

CANADA

Vancouver, British
Columbia

(604) 688-8581

Toronto, Ontario
(416) 366-7261

Montreal, Quebec
(514) 935-5411

St. Laurent, Quebec
(514) 747-9961

Allendale Insurance
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Insurers facing gloomy profit picture
Continued from page 13
will begin to back away from

"cash-flow" under-

writing, in which an
insurer agrees to un-
derwrite a risk at a

marginal price so it
can earn a profit by
investing the pre-
mium, and begin to
boost rates.

"I believe I can

state for the first time in 514 years
that a few-albeit very few-un-
derwriting selection standards are
now finally being tightened," Mr.
Eliason told an audience of several

hundred risk managers.
"I think that cash-flow under-

writing will begin to lose its seduc-
tive powers in the near term-the
next six to nine months," he con-
tinued. "Modest rate increases will

then follow, with more substantial
increases for recession-affected
lines of business with minimal in-

vestment income."

He cited property and crime loss
coverages as two areas that may be
the first to show rate hikes.

Mr. Eliason also said a few com-

panies may not be around when the
underwriting cycle finally turns.

Mr. Cox estimated that, despite
underwriting losses, the industry's
return-on-equity during 1981
averaged about 15%, a figure he
said compares favorably with U.S.
industry as a whole.

He also said that if CIGNA raised

rates 10% across the board, the in-

crease would produce about $400
million in additional premium vol-
ume, of which 20% would be paid
out in commissions and half of the

remainder would be paid in corpo-

rate taxes. The $125 million of net
profit remaining-when added to
CIGNA's 1981 net profit of about
$300 million-would represent
nearly a 50% gain in earnings.

However, "I don't think you'll
see corrections of that magnitude."
In 1982, predicts Mr. Cox, virtually
no insurer will have a statutory
combined ratio of less than 105%,

and that in itself proves that com-
bined ratios, like measures of statti-
tory reserves to premiums, -are
meaningless."

The important number to look at
in judging an insurer's health, ac-
cording to Mr. Cox, is the ratio of
reserves to capital. In addition, a
buyer should know from whom his
insurer buys reinsurance and he
should know what the un-

derwriter's return on employed
capital equals.

Mr. Billett described the Ber-

muda captive market as the first
substantive experiment where the
capital of insureds has been segre-
gated to support risk. More and
more captives are providing capital
to assemble risk services or pur-
chase domestic insurers.

"The economics of our time may
witness the parable of Jonah swal-
lowing the whale," Mr. Billett pre-
dicted. Captives that retain larger
shares of risks or handle only the
risks of their parent company do
better than competitors, he said,
just as the specialty insurers do bet-
ter than multiline companies.

"Problems are already apparent
in some captives," explained Mr.
Billett. "But similar problems are
also becoming evident in Hartford,
Conn."

Mr. Billett also agreed with Mr.

1 V#thallthe attention
wepayourdients,

itk nowonderthey pay
, less for insurance 

Tn a service business like insurance,
 it's not the amount of time you

1 spend with your clients, it'show you
spend the time.

At Dale & Company, we know our
clients have particular risks that need
fast, efficient solutions to reduce their
premiums.That's why we're so partic-
ular about the people we put to work
for you. From account managers and
engineers, to the person who will best
present your needs to insurance
companies, we match the right people
to your requirements.

That's because we always make a
practice ofhiring some ofthe

--

brightest, most innovative people -3 -
in the industry. And keeping
them. Attention to detnil: and

dedication to excellence are the main-

stays of our firm. There are no half-
milers at Dale & Company.We go the
distance for you every time.

It is said you can always tell a
broker by its client list. One look at ours

will tell you we're one ofthe most
diversified: testimony to our multi-
talented staff. No problem is too big or
too small for them to handle. And

you can always rely on our experience.
We've been saving insurance dollars
since 1851.

So look for us ifyou're looking to
lower your premiums. We've got

offices right across Canada you
can call We're Dale & Company.
The largest, solely Canadian-
owned broker in the business.

-

Dale &Company Limited
Insurance Blokers

Offices at: St.john's-Corner Brook-Grand Falls-Halifax-Montreal-Ottawa-Toronto
Hamilton-London-Windsor-Winnipeg-Calgaty-Edmonton-Pbncouver

Head Office: Box 18, Toronto-Dominion Centre, Toronto, Ontario MSK 1B2.
Telephone: (416) 366-4645

Cox that there will be no substan-

tial decline in worldwide insurance

capacity of the sort that would lead
to significant rate hikes.

Mr. Lock said his talk to the

RIMS members was his first before

so large a U.S. audience. He de-
scribed what he said were major
changes in the reinsurance market-
place during the period he's been
involved.

"We now have considerable con-

tact with the insurance managers
in major corporations," Mr. Lock
commented.

Among other changes, he noted:
• The growth of captives and

self-insurance.

• The increasing size and com-
plexity of risks.

• More loss-prevention and con-
trol efforts.

• A widening of liabilities im-
posed by government.

• A crumbling of barriers be-
tween market sectors that results,

for example, in captives becoming
international reinsurers.

• More global, multiperil and
excess liability risks. .

RIMS elects

new officers
WASHINGTON-The Risk &

Insurance Management Society
board of directors has elected a new

president and first vp.
C.J. (Jim) Spivey, executive

director of the Insurance & Risk

Management Agency of Charlotte-
Mecklenburg in Charlotte, N.C.,
was elected president.

He was first elected an officer of

RIMS in 1976. Since then he has

served as vp for communications,
conference and business and indus-

try liaison. Mr. Spivey was first vp
last year.

Marc Darby was elected first vp.
Mr. Darby is the director of risk
management and insurance, So-
ciete d' la Baie James (James Bay
Energy Project) in Montreal. He
was elected an officer of RIMS in

1978. He was vp for member affairs
and secretary of communications
and business and industry liaison.

Other newly elected RIMS offi-
cers are:

• Richard C. Heydiner, vp and
treasurer. Mr. Heydinger is risk
management director for Hallmark
Cards in Kansas City, Mo. He has
served on various RIMS commit-

tees.

• Ronald W. Stasch, vp-commu-
nications. Mr. Stasch is corporate
risk manager for Federal-Mogul
Corp. in Detroit.

• Arthur P. Bostwick, vp-con-
ference. Mr. Bostwick, who was
vp-communications last year, is
risk manager for Stone Container
Corp. in Chicago. He is responsible
for planning the 1983 RIMS Con-
ference in Los Angeles.

• William L. Mather, vp-busi-
ness and industry liaison. Mr.
Mather, who was vp-conference
last year, is administrator of risk
management for the Gillette Co. in
Boston.

Others re-elected include Donald

T. Browne, vp and manager of the
insurance division of First Atlanta

Corp., to continue as vp-govern-
mental affairs; Thomas A. Duffield,
vp of insurance and risk manage-
ment at Archer-Daniels-Midland

Co. in Decatur, Ill., to continue as
vp-research; P. Richard Hacken-
burg, staff vp for risk management
and realty services at Allegheny
International Corp. in Pittsburgh to
continue as vp-education; and Ron-
ald M. Winans, vp of risk manage-
ment and insurance at J.R. Simplot
Co. in Boise, Idaho, to continue as
vp-member affairs and secretary. .



6 Paperless offices'
to speed chores
for risk managers

By EILEEN NORRIS

WASHINGTON-Risk managers
in the future won't have to pour

over stacks of paper
to get a proper per-
spective on losses: It
will be evident with

the touch of a but-

ton.

A TV-like graph
will chart the losses

for the risk manager
who can sit at the

forefront of the coming paperless
revolution, said risk management
information systems experts at the
Risk & Insurance Management So-
ciety Conference.

A picture really will be worth a
thousand words in the future when

about 70% of all workers are ex-

pected to have their own compu-
terized work stations.

And the feeling is that risk
managers should plan to be in-

volved in the computer revolution
-if they aren't already.

"Risk control is one of the most

important tools a risk manager will

have in the 1980s," Joseph A. Des-
tein, president of Risk Sciences

Group of Mill Valley, Calif., told a
panel on "Model The Risk."

The so-called state of the art has

been the insurance company set-
ting vertical loss listings that the
risk manager gets two months
later, said Mr. Destein.

"Insurers and claims administra-

toI's have done a poor job in the
past," he said, adding that many
employers are not expecting or al-
lowing their insurers or claims ad-
ministrators to handle loss control

anymore.

Top management people do not
want to see traditional lengthy loss
runs when the information can be

presented graphically in a format
that is easy to read and understand,
he added.

"With an inf'ormation system, a

risk manager can focus on key
problems. It's designed to produce
results that will catch manage-
ment's attention. The only limita-
tion to a rusk management infor-

mation system is your imagina-
tion," said Alan B. Cantor, senior

consultant with Warren, MeVeigh
& Griffin.

A computerized claims data base

that risk managers can easily plug
into can be a crucial tool in han-

dling risks in the future, said Mr.
Destein.

"Linking a claims data base in-
formation system with loss control

can help identify 'big dollars' that
can be controlled," he added.

For instance, a risk manager may
trace large blocks of losses to im-
proper training or poor supervision
at one or more locations, Mr. Des-

tein said. Risk managers are then
able to show upper management
where the losses are occurring and

why, he added.

Most employers are eager to
start out with a claims data base so

that they can keep track of the

companies' outstanding claims. But,
many employers add loss reporting
features to the computer system so
that the risk manager can start to

tackle the job analytically.
"A risk manager can get a look at

not only the particular loss, but the

incidence rates of losses by location
or any other information that can
be brought in to get a picture of
what's really going on," he said.

A computerized risk manage-

ment information system can be a
valuable production 4001 because it

will involve hiring fewer workers
to process papers to obtain infor-
mation that will be available at the

touch of a button.

Employees can then be better-
utilized to analyze data for trends
by location or injury or even to
watch for repeat claimants who
pop up twice on the computer

screen for the same injury, said Mr.
Destein.

"Risk control is one of the most

important things the risk manager
of the 1980s can do, and I think the

paperless office will help," he
added. •

CAYMAN ISLANDS
BRITISH WEST INDIES

The prime location for the
headquarters of your offshore
insurance cornpany

Providing offshore Insurance company management services-

ABSIT INSURANCE
MANAGEMENT LIMITED

P.O. Box 1549. Grand Cayman, B.W. I. Tel: 94688 Telex: 309-4337

Ask your broker consultant or risk manager to contact us
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"It started in 1918 when, as the first
American organization specializing in inter-
national insurance, we started underwriting
American business risks overseas.

"Our people, from the beginning, set the
standard for insurance knowledge in each
country we entered. Their knowledge proved
invaluable to American industry seeking to
protect its assets as it expanded around the
world.

"I'm proud of that. But as proud as I am of
our past, I'm even more proud of our present.

"When I joined AFIA a little over a year
ago, the first thing I did was leave. I traveled
around the world to AFIA offices to learn our

operation firsthand.
"I can tell you there is much about AFIA to

be impressed by, but nothing, absolutely
nothing, impressed me more than our people.

"Throughout the world AFIA now has
thousands of people serving your interests,
more than 95 percent of them being nationals
of the 135 countries where AFIA serves you.

"Their knowledge of local insurance
laws, regulations, customs, idiosyncracies and
actual ways of doing business in each country
is, I am firmly convinced, unparalleled. My
conviction is borne out by the fact that in
virtually every country in which we do busi-
ness considerably more than half of that
business covers local risks, written in compe-
tition with local insurance companies.

"Our people are knowledgeable, credible,
respected; they are trusted.

Paul F. Butler

President & Chief Executive Officer

"Something more impressed me about
AFIA's overseas people and that is the way
they work with AFIA's staff in the United
States. The cooperation between the people,
the blending of the vast amount of informa-
tion from overseas with the careful planning
that goes on here is, I believe, what sets
AFIA apart.

"Faced with the multiplicity of complica-
tions that is international insurance today, the
modern American multinational corporation
must seek out an underwriter whose knowl-

edge of every variable in international insur-
ance is complete.

 ' AHA's people make AFIA that underwriter.
'llhat is, quite probably, the chief reason

AFIA now provides protection for more than
100,000 clients around the world.

'And why I believe AHA is the underwriter
for your international insurance program:'

For a copy of"AFIA: WORLDWIDE CAPAC-
ITY AND CAPABILITY", write AFIA, Dept. B,
110 William Street, New York, NY 10038.

AFIA
Theolderweget

the younger we think.

AFIA Worldwide Insurance, 110 William Street, New York, NY 10038
Atlanta, Boston, Chicago, Cleveland, Dallas, Houston, Los Angeles,

Miami, Minneapolis, San Francisco, Seattle, Washington, D.C.
and 230 other cities around the world.
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Xerox thought before it bought system
By EILEEN NORRIS But that doesn't mean the de- Then a risk manager is reacy tc When L came time to create a able working with the system

partment didn't shoot for the sky go ahead and identify benefits that formal proposal tc upper manage- • Don't buy a system on cost
WASHINGTON-Some might and have a strategy to get the best could be realized if an Inforrr atior. ment, he said, there was a discus- alone

say the risk manager at Xerox system it could syste m were approved The r'sk sion of akernative sistems, but a • Be optimistic when you are
Corp was lucky to Th.re was definitely a method to manager also should get ar idea of firm reconmendatior and a Jistifi- quantifying the benefits of the sys-
get his top manage- what turned out to be six months of some of the costs associated w:th a caticn for that selection accom- tem to management
ment to buy a "Mer- preparatory madness, said Ronald risk management information sys- panies the proposa_, he said Xerox Corp said it expects to im-
cedes" of a risk man- K Grimm, manager of risk mar.- tem, said Mr Grimm, before asking "You mist justify the vendor se- prove its cash flow by 20% within
agement information agerrent administration at Xerox for management's approva_ to pro- lection and give mar agemet a de- five years once its new information
systenn Corp, at the annual Risk & Insur- ceed tailed cost benefit analysis," he System is in place

But luck didr't ance Management Society Confer- The next step is to define whaz added "We'll be able to understand our
have anything to do ence you want a system to do and wL

.a: Some warnings for the risk mai- risks better, reduce claims costs and
with it "Selling management on a risk local segments will then be aided agement about to embark on a sim- come up with better Judgments

The risk manaEe- management information system to the system, he said ilar venture include than ever before," said Mr Arm-
ment department at Xerox Corp, requ res a professional approach "You have to decide if you #ant • Don't buy a svstem bigger strong
in fact was expecting a system that .s realistic and aggressike," he a claims data base first and Acia: than is needed and think abouf It's also expected the information
more ann to a Volkswagen, wl-at told the audience you might want to add or to nat building in modules system will pay for itself within 18
with these lean economic times First, he said, a risk manager part of the system years later," Mr. • Make sure you realize a infer- months of installation, he added .

"We were surprised when we got shou-d define what the company's Grimm said mation system takes :ime to in'le-
the Mercedes," admitted Charles risk problems are and catalog what A risk manager is read> to ootain ment Ask departmentsArmstrong, manager of corporate computer systems are available in- vendor proposals once he has a Fre- • Make sure you can implement

risk management at Xerox in ternally that might help solve some determined criteria to Dheck each your system in segmen.s so that what they needStamford, Conn of th)se problems proposal, he added employees becoma nore comfort-
WASHINGTON-If you're a risk

manager and your boss loses his
hearing when you talk of buying a
computerized information system,
build it yourself

Not literally, of course
But try wrapping what the risk

management department needs
around what other departments in
the corporation are after, says Ron-
ald J Lamb, corporate risk man-4·'a

Fir wr Maynard, Mass
ager for Digital Equipment Corp in

Eventually, upper management

.*< 1. 4 Ad
f will see that the risk management

department would do well with a
sophisticated information tracking
system that could go a long way to-
ward keeping claims costs down,

,
1, 1/ said Mr Lamb, who spoke at the

annual Risk & Insurance Manage-
ment Society Conference

1 There are obstacles in the piece-
\

meal approach to getting a risk
: k management information system inYl

place, but many of the obstacles can

f be overcome, said Mr Lamb
The alternative, he said, lS to do

nothing and pray for a better econ-
'Yi- 48.. 3 omy next year And that's a pretty

risky alternative

i }9 - f f

+ Risk managers have to define the
¢

0 fi

«\\.
needs of the risk management de-
partment first and then see what
other departments need so that
they can sell the concept to upper

4 management as a package, he said
t To work at getting a system

phi-4-j
without checking out the needs of
the various departments lS to work
for a cause in a vacuum

\ "See what security, and the
health and fleet departments need
in the way of computers and sell it
to management as a whole "

9 If management won't buy an in-
I formation system based on what

44 'Sb the entire corporation's needs are,
.... I then a risk manager should look

around and see if computers exist
I

that can be used to assist the de-
partment in some capacity, said Mr
Lamb

Digital Equipment found that a
A small "stand-alone" computer

4 . could handily pump out 3,000 cer-
A tificates of insurance m some four

hours-a pace that saved the de-
i partment a lot of staff time and

i../ k - money
% "Excess computer capacity exists

in every company," said Mr Lamb
1 "Most word processors have a lot

of capability A risk manager has to
1

learn the capability of computer
*

$, . r,1«-¢% 'f

Systems are terribly underuti-
systems," he added

lized by employers, "even today,
when we have college graduates
working for us who can program a
computer with no trouble," he said

t And risk managers should find
that the companies' management\-**L information systems department

b will sell time on their computers««,,,r,:,, „, *Elt  <*-S cheaply, he said
7 Zf L .T ' " % t- - •1·.- : "Enlist the management infor-

mation systems department to as-
sist you so that a full-scale risk

.4* ,f«3 3 7 : management system eventually1 Z. 1<4 .
can be Justified as a risk manage-. '6' , 5, 4& plt;, 2
ment tool," he said1

.

.
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Pollution liability policy forms can differ
By JOHN W. MILLIGAN

WASHINGTON-Risk managers
shopping for environmental im-

pairment liability in-
surance beware: Not

all policy forms are
created equal.

As corporations
look to insure their

liability exposures
for accidents involv-

ing hazardous
wastes, one expert

suggests that insurance buyers sort
the wheat from the chaff.

The environmental impairment
liability insurance marketplace
currently is dominated by two pol-
icy forms offering significantly dif-
ferent levels of coverage: the Lon-
don form, which has been used for

years, and a new form developed
by the Insurance Services Office.

While coverage for sudden or ac-
cidental pollution has been pro-
vided under most comprehensive
general liability policies, coverage
for non-sudden pollution has been
omitted in CGL policies. However,
now both sudden and non-sudden

pollution coverage will be required
by the U.S. Environmental Protec-
tion Agency (BI, April 5).

The London form, which is
available from Alexander Howden

Group and other Lloyd's brokers in
London and from the Hartford

Steam Boiler Inspection & Insur-
ance Co. in the United States, pro-
vides broader coverage with fewer
exclusions.

The ISO form, by contrast, pro-
vides much narrower coverage,
says Robert M. Grella, vp of Alex-
ander & Alexander Inc. This form

excludes punitive damages, limits
retroactive coverage and provides
no worldwide coverage.

During a panel discussion on en-
vironmental impairment liability
insurance at the Risk & Insurance

Management Society Conference,
Mr. Grella provided a quick analy-
sis of the various coverage offered
by what he identified as the six
"major" primary insurers offering
pollution liability coverage:

• Alexander Howden agencies,
Lloyd's brokers and Hartford
Steam Boiler: "They're very easy to
get to, very easy to deal with," Mr.
Grella said.

The London form they use, ac-
cording to a survey prepared by
William A. Mahoney, vp at Marsh
& McLennan and another member

of the panel, allows coverage for
punitive damages if such coverage
is allowed by law. While the form
does exclude coverage for genetic
damage, this option can be added as
a "buy-back" feature, Mr. Ma-
honey's survey reveals.

• The Evanston Insurance Co.

through managing underwriters
Shand Morahan & Co.: "A good
form," says Mr. Grella.

Mr. Mahoney's study shows that
Evanstorrwill cover punitive dam-
ages if the jurisdiction allows and it
does not exclude genetic damages.

• National Union Fire Insur-

ance Co. of Pittsburgh, Pa., a mem-
ber of the American International

Group: Very narrow coverage and
a punitive damages exclusion, says
Mr. Grella. "In my opinion, this
coverage is worthless unless the
policy is at least silent on the ques-
tion of punitive damages," he
added.

• Pacific Insurance Co., owned

by Continental Insurance Co. with
Swett & Crawford as underwriting
managers: A "good" form except
for its exclusion of punitive dam-
ages, Mr. Grella said.

• Great American Surplus
Lines Insurance Co. through man-
aging underwriter Stewart Smith:
A "sleeper policy" that has made a
"complete 180-degree turn in the
last nine months," according to Mr.
Grella.

While Mr. Mahoney's survey in-
dicates that Great American does

exclude punitive damages, it does
not exclude genetic damages. But
more importantly, Great American
is the only market offering cover-
age for on-site cleanup following
an accident, said Mr. Grella. Limits

now are up to 10% of policy limits
but the insurer soon will increase

this coverage to 100% of policy
limits, he said.

Mr. Grella did not have kind

words for the ISO form. It is used

by the Pollution Liability Insur-
ance Assn., a recently formed rein-
surance pool that underwrites en-
vironmental risks.

Mr. Grella said he could "never

recommend this form" since it ex-

cludes punitive damages, provides
limited retroactive indemnification

and offers no worldwide coverage.

However, he did point out that
this form provides coverage for
both sudden and non-sudden expo-
sures.

Mr. Grella also warned that EIL

policies are in a development stage
similar to directors and officers lia-

bility forms of seven to eight years
ago. Insurers are still coming to
grips with the new product, and
risk managers should expect some
litigation over policy terms and
conditions in the years ahead.

The EIL marketplace is showing
greater activity as corporations
react to new regulations from the
EPA, which requires companies
that treat, store or dispose of haz-
ardous wastes to purchase liability
insurance.

In a separate RIMS panel discus-
sion on EIL insurance, Myra Tobin,
managing director of Marsh &

MeLennan Inc., said her brokerage
firm is aware of at least 100 pur-
chases of EIL policies.

Larger corporations tend to look
at this coverage as "sleep insur-
ance" to put their minds at ease,
Ms. Tobin said. They normally pur-
chase the coverage over a large
self-insured retention. The broker

also expects many large companies
to explore the possibility of self-in-
suring this exposure.

Ms. Tobin declined to compare
the various EIL forms, saying,
"There is no good, bad or otherwise
form in the marketplace right
now."

Like the policy forms them-
selves, EIL premiums vary.

Ms. Tobin says most premiums
range from $80,000 to $150,000 an-
nually depending on the risk, and
the broker has seen premiums as

high as $500,000.

she said.

posures in the same policy form or

same carrier.

non-sudden claim, she said.

policies. It will not offset the higher

Have we got a policy for you!
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Now! PMMI offers single policy The Best in Loss Prevention Services
As a member of the Factory Mutualcoverage for almostany

System, we back our policies with superior
property loss or damage! loss prevention engineering services. Our

skilled Fire and B&M Engineers will work
At Philadelphia Manufacturers, we think closely with you to pinpoint hazardous

that today's risk managers have enough on conditions at your site, and help you find
their minds without having to worry about practical ways to improve or eliminate
gaps in coverage. Or that unusual risk those condi-

which falls into a crack somewhere among tions. Their

your fire, boiler, DIC and other coverages. r * efforts are

And which could cost you a pretty penny in 9-0, supported
the event of loss. by Factory

With PMMI's new comprehensive prop- . 09
Mutual's

erty policy, you can have coverage broader renowned

than "all-risk:' It consolidates into a single research

policy coverage for nearly any loss or t ***' and testing
damage from an accidental occurrence, facilities that

unless specifically excluded. And that provide

makes your job easier. state-of-

In the Boiler & Machinery area, for the-art loss prevention information and
example, we've greatly expanded the techniques.
types of loss and objects insured by elim-
inating the traditional "definition of an What Does All This Mean for You?

accident, "definition of an object" and Well, for one thing, your business is
the "in use or connected-ready-for-use" protected by one of the best loss preven-
requirement. tion and insurance programs on the

market. And that means you
night. Assured! Plus, PMMI's

Donald H Moore, President

Philadelphia Manufacturers

Mutual Insurance Company
1325 Morris Drive

RO. Box 1880

Valley Forge, PA 19482
(215) 296·3100
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can sleep at

approach to
service is

personal and
individualized

-a difference

you'll ap-
preciate!

For more

information,

please give
us a call or

drop us a
line.

philadelohia
Manudurers
MUnAL INSURANCE COMIKNY
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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 claims 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 there's 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. I For more information about multinational coverage, write:

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

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

For example, we can get you the | Company

coverage you want in places our compet- 1
itors can't.  Address

So send in the coupon. 1 City

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

 TelephoneInstead of under it. Member Companies of American International Group.

The AIG Insurance Companies.
Let us take the risks.
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Foreign partners ca
By JERRY GEISEL risks, Mr. McDonald ou-1-ned a se-

ries of steps firms can take to make
WASHINGTON-Multinational overseas investments less vulner-

companies that invest overseas able to takeover.

should consider tak- The first step to reduce expropri-

"American com- "Make yourself look like a local."

ing on local partners ation risk is to try to make the
to reduce the risk of overseas site blend witi the local

expropriation, an ex- surroundings. "Take down corpo-
pert advises. rate signs," Mr. McDcrald said.

panies are beginning Taking in a local partner also
to realize the politi- will make an overseas facility a less
cal advantages of likely candidate for expropriation,
bringing in local especially if the local par.ner has a

partners when investing in politic- lot of political clout. he said.
ally unstable countries," says W. The overseas site also vill be less

Michael McDonald, risk manager vulnerable to expropriation if it has
for foreign administration at borrowed a lot of money from
United Techologies Corp. in Hart- banks in the host country. Local
ford, Conn. It has major invest- borrowing makes the fireign sub-
ments in 80 foreign countries. sidiary "a pretty unattractive target

Speaking before a Risk & Insur- for takeover" since the host coun-

ance Management Society Confer- try then will have its own banks
ence session on managing political clamoring for repaymert, he noted.

n cut political risks Get the ears
In addition, the overseas subsidi- Mr. McDonald said.

ary should attempt to buy supplies The parent company also can of top brass:
locally to increase the number of structure the overseas facility so
accounts payable to firms in the that its exports are limited to the
host country. United States. "As a result, if the Risk manager

A company investing overseas host country takes over, it doesn't
should also concentrate its resear.Dh have a broad market to export to.
and development capabilities in the That makes it less attractive for a By LEN STRAZEWSKI
United States. This cuts down on possible takeover," he said.
possible lossesif a foreign facility is The major market to buy politi- -
taken over. cal risk insurance against expropri-

If possible, companies investing ation remains the Overseas Private

abroad should try to double the Investment Corp., a private U.S.
number of countries in which they government corporation.
have key sites. That way a com- One key advantage to OPIC poli-
pany can turn to another site if one cies is that coverage against a vari-
overseas site is expropriated. ety of political risks can be pur-

Multinational companies also chased for up to 10 years.
should consider making the foreign By contrast, private insurers in
subsidiary dependent on the the commercial market, such as the
United States for supplies. As a re- American International Group and
sult, the host country knows it Lloyd's of London, rarely will
could not operate the facility on its write a policy for more than three
own if it expropriated the property, years, said Mr. McDonald. .

America's fast. growing
premium finance company

CUPAC can show you how to leverage capital
for your insureds to improve their profits and
increase yours. No longer will they have to
make a lump sum insurance payment. Instead,
their annual insurance costs can be paid
monthly significantly improving =heir cash
flow. And CUPAC'S timely release )f the pre-
mium to your agency will improve your cash
flow, too.

More business people nationwide are dis-

PREMIUM '

covenng the financial advantages of paying for
insurance in the same way they lease equipment
and services, rather than making large capital
outlays.

CUPAC maintains a superior product line,
competitive rates and unparalleled service.
These high standards, combined with your
continued support, have made CUPAC
America's fast-growing premium finance
company.
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WASHINGTON Risk managers
can get the ear of top management
if they are willing to speak the lan-
guage of various departments, a
risk manager advises.

"A lot of executives may not
know what a risk manager does
and they may not be immediately
interested. But they have to be in-
terested in something," Valerie
Kwiatkowski, risk manager of
Varco International, told Risk &

Insurance -Management Society
members here.

"Find out what they are in-
terested in. Read some of the publi-
cations they read. Ask for speeches
their executives have made. Then

speak to them in their own lan-
guage," she said.

"F6r example, if I am speaking to
the marketing department, I de-
scribe my job as 'selling Varco to
underwriters so we can get a lower
premium.' If I am speaking to the
chief financial officer, I say that I
prepare and forecast premiums and
help the company budget its insur-
ance costs."

Even the company president can
be reached with a little effort, Ms.
Kwiatkowski believes. "When I

was interviewing for this job, I told
my interviewer that I wanted to
meet the president. I did and I was
able to communicate to him the

things that I wanted to do as risk
manager and find out what he
wanted from me."

The board of directors and board

meetings also were accessible, Ms.
Kwiatkowski related. "I had met

them all individually and had gone
to lunch with them so when I de-

cided to sit in on a board of direc-

tors meeting, each of the members
and the president thought that one
of the others had invited me. Now,

when I don't go to one of the meet-
ings, they ask me where I was."

Once contact is made, Ms. Kwiat-

kowski advises regular reports to
top managers that do not demand a
lot of reading. A monthly one-page
project report with a handwritten
note saying, "This saved us
$10,000," is more effective than a

20-page report, she said.
If you want action, prepare what

you need for approval and seek it
confidently, she added.

If, for example, the president's
support is needed, Ms. Kwiat-
kowski advises the direct approach.
"Say, 'We need a stronger policy.
Here's a letter. Sign it."'

Risk managers also can use con-
sultants to help communicate with
top management, a consultant and
former risk manager added.

Though many risk managers fear
a risk management audit, the out-
side review can actually help an in-
side executive alert higher execu-
tives to the importance of the posi-
tion, said Berry Griffin, senior con-
sultant with Warren, MeVeigh &
Griffin and the former risk man-

ager of Baker International.
"We don't like or frequently take

assignments designed to crucify a
risk manager," he said. "More often
than not, we help senior manage-
ment to realize that risk managers
are involved in big bucks and big
risks.

"Very seldom do we find serious
faults, but when we do, it's usually
because the risk manager already
has prepared a solution but has not
gotten the support from top man-
agement We can help him get it." .



Make friends on the job
to succeed: Consultant

By EILEEN NORRIS

WASHINGTON-You gotta
have friends on the job. .if you're

going to be a sue-
cessful risk manager.

"The only way to
get things done
through other people
in the company is to
have friends, who
will alert you to

things the risk man-
ager has to know,"

Susan J. Alt, a consultant with The
Wyatt Co. in Chicago told members
of the Risk & Insurance Manage-
ment Society at its annual confer-
ence.

"My premise is that you have to
have friends you can talk to-not
communicate with, that's just a
buzz word for talking-so that you
cah enter into the politics of getting
things done," Ms. Alt explained at a
session for new risk managers.

The telephone conversation can
be one of the best ways to build
new solid friendships at a company,
she said.

It's one way of building relation-
ships, she said, that help a new risk
manager get things done.

New risk managers should make
themselves very visible to employ-
ees by visiting plants, subsidiaries
or branch offices. "Walk around

the headquarters and base-build,"
she advised.

Once a new risk manager has es-
tablished his or her presence, it's
important to establish task forces
and name key people that will be-
come the eyes and ears of the risk
manager, Ms. Alt said.

The task force could involve

anywhere from three to 15 people.
"Task forces are not efficient, even
with the best-laid groundwork, but
everyone on the task force ends up
feeling involved and valuable to
the group," she said.

The role of the risk manager in
any task force should be one of
close, personal involvement, she
said. "Allow the task force to work

itself toward a solution to a prob-
lem, but have some idea of the out-
come you, as a risk manager, would
like to see."

Beyond using the task force as a
tool, risk managers should try
newsletters written in conversa-

tional language to be distributed to
department heads, supervisors and
plant managers explaining the
need for safety and loss-prevention
procedures or how excessive work-
ers compensation costs can injure
the employer financially.

In the last nine years, Ms. Alt
said, only six new internal risk
management newsletters have
been started by employers.

"It's amazing to me that many
more risk managers don't use
newsletters, They are very effec-
tive," she said.

G.D. Searle & Co., a pharmaceu-
tical company based in Skokie, Ill.,
started a monthly risk manage-
ment department newsletter about
four years ago with a mailing list of
less than 100.

"It's been so effective in giving
key management people the 'how
to' information about risk manage-
ment that the newsletter now has

500 employees on the mailing list,
mostly on the basis of requests," she
added.

One of the best ways a new risk
manager can communicate his or
her importance to the employer is
to draw up a detailed job descrip-
tion that covers the broad scope of
the risk manager's involvement in
the many different areas of corpo-
rate activity, Ms. Alt said.

Job descriptions will vary widely
from employer to employer, but
there are some basic ingredients to

any risk manager's job that should
be considered the most important
functions of the job, Ms. Alt said.

The new risk manager should
detail the overall risk changes in
the company as they occur and tell
upper management how changes
are being handling, said Ms. Alt.

"A very important part of the
risk manager's job will be planning,
both financially, by estimating ex-
pected costs and trends for the next
five years, and in the corporate
end, by planning and identifying
risks for the company's mergers or
acquisitions," she said.

Risk managers must also keep
good records so that incidents are
documented for future reference

and the employer's legal exposure
is kept at a minimum. .
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AGE , As pioneers in space and
Technology Underwriters.

telecommunications insurance,

T ANEW
Welcome International

we are recognized internationally for our innovation in
developing insurance solutions to unique space risks.

We combine experienced staff in the insurance,
engineering, and legal disciplines to produce rational
spaceand insurance risk management programs. We
analyze communication network risk accumulation, space
systems designs and equipment reliabilityjo ensure our
understanding of the technology. We assess contract -
language and commercial relationships to ensure *id
our comprehension of risk management needs in U=
each project We rely on our judgment developed 11*emational 1629 K Street, N.W.
through many years of working with space techno- tchnoloe¥ Washington, D.C. 20006
logy risks to provide balanced insurance solutions, undenvilterS (202) 296-4105 Telex 908157

For further information contact James W. Bcmett or John B. Higginbotham
Insurance leaders in a new age. .I=.lill
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ComingUp!
Employee Benefits:

Women must take steps %
to improve careers: Panel i

ns

1.,0
WASHINGTON-The times

they:r€ a-changing, especially for
the 9'-'5 women that account for

15 72 of the Risk & In-

surance Manage-
ment Society's mem-
bership.

But if there is dis-
crimination in the

industry, it affects
both sexes, partici-
parts at the annual
Risk & Insurance

anag»ment S:,cie:y Conference

Conironting the Future /*-
Issue Date: June 7, 1982 -........lillillill
Ad Closing: May 25, 198

New York: 4//Irril \1*CH
220 East 42nd Street, N.Y. 10017 (212) 210-0133
Chicago:

I.W.43.'07.lilli740 Rush Street, IL 60611 (312) 649-5275
Los Angeles: Rere tcld.

6404 Wilshire Blvd., CA 90048 (213) 651-3710 Vililieillilillillililillillillilli terns for .

Reporting weekly for corporate risk, the r...

employee benefit and financial executives. -
said 7 2

There are no formal support sys-
e ther men cr women in

c f management business,
thric female conference panelists

h y discovered while re-
fear.hing _hanging roles for men

Cameron and Colby provides
D&0and Fiduciary Liability Coverage for

manyofAmerica's leading companies.
And wecan dothe same for you.

As underwriting managers,
Cameron and Colby offers
creative solutions for direc-
tors and officers and fidu-

ciary liability coverage that's
based on a thorough under-
standing of your company's
needs and requirements,
and backed by more [han
25 years' experience in the
field of professional liability
insurance.

To find out more, contact
Cameron and Colby, 60 Bat-
terymarch St., Boston, MA
02110 (617) 357-8400. Wall
Street Plaza, 88 Pine St.,
New York, NY 10005 (212)
363-8550.

First State Insurance

Company and New Eng-
land Reinsurance Corpora-
tion, activities of Cameron
and Colby Co., Inc.

Cameron and Colby
Rising to the challenge of change.

j li

and women, the subject of the
session.

"The issues confronting
women today confront men as
well," said Suzanne Crager,
corporate risk manager for
Provident National Bank in

Philadelphia. "They are ev-
eryone's issues."

Women are beginning to re-
main in the workforce longer
and the discrimination be-

tween the sexes is being re-
duced, but she said there is siill
evidence that women earn

about 65 cents for every $1
earned by a man.

But ground has been gained.
In 1970, women represented
32% of the total workforce,
while in 1981, the figure
jumped to 43%. By 1990,
women are expected to com-
prise 47% of the workforce, ac-
cording to the U.S. Bureau of
Labor Statistics.

In the insurance industry,
there has been a 12% increase

in the number of professional
female employers since 1970.
The number of women office
managers has increased 99%
since 1970, and the number of
female technicians has in-

creased by 65%.
According to the Federal

Equal Employment Opportu-
nity Commission, the insur-
ance industry has a higher
percentage of women em-
ployed in those three categor-
ies than all other industries.

And there is evidence than

even more women will enter

the industry because more
than half of the students at
U.S. colleges and universities
are women, according to the
Census Bureau. Ninety per-
cent of the female students are

expected to receive degrees.
44 My career didn't come

easy," said Susan DiRenna, se-
nior risk planner for Conti-
nental Speciality Risks Un-
derwriters in New York, "but I
let management know what I
wanted."

Part of the difficulty
women experience while
climbing the career ladder can
be blamed on themselves, said
Eileen Hinnegan, an assistant
account executive for Rollins
Burdick Hunter.

"Before there is a drastic
change in the way others per-
ceive us, we have to learn to
set short-term goals, take risks
and not be afraid of making
mistakes," she said.

Men take risks while
women avoid taking a chance
or, if they do take a risk and it
doesn't work out, they over-
react to the situation, Ms. Hin-
negan said.

"When a man makes a mis-
take, he learns from it and
goes on, while we women tend
to stop and retreat until we
feel secure enough to go on,"
she said.

Some things women can do
to further their careers, she
said, include:

• Having confidence. "If
you don't believe that you de-
serve a salary increase or pro-
motion, you're probably not
going to get it."

• Using manipulation to
gain assistance from colleagues
in an effective way, so that it's
not obvious and doesn't injure
anyone.

• Above all, women have to
learn to work together.

"Men compete as a team
while women compete against
each other and are afraid of
each other," she said. .
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Manual can cut errors by field managers
By KATHRYN J. McINTYRE

WASHINGTON-Your hor-
ror stories from the field are

your best argu-
ments for devel-

oping a risk
management
manual.

When submit-

ting a risk
management
manual for ap-
proval, also sub-

mit a report on the incidents of
misfiled claims or ignored
lawsuits to prove that the
manual is needed, advises
Douglas Craven, risk manager
for Wometco Enterprises in

; Miami.
"Go back and find those

things that go wrong that
cause you harm, time, money
and may hurt the corporate
body;" he suggested during a
miniseminar on risk manage-
ment manuals during the Risk
& Insurance Management So-

- ciety Conference.
About 60 people attended

the seminar, some of whom
had the opposite problem of
getting a manual approved.

"I've been told to have one

finished by August," remarked
)ne risk manager.

If your boss is a chief finan-
'ial officer or treasurer who is
mccustomed to working with
nanuals, you shouldn't have
tny problem getting approval
d a manual that explains risk
nanagement and how to work
'with the corporate risk man-
agement department, noted
Mr. Craven.

But if you need to build your
:ase for distributing a risk
management manual, recite
some recent problems when

, field management didn't un-
' derstand risk management or

insurance procedures, he said.
"You all have your own,"

Mr. Craven said, but to stimu-
late their memories he recited
a few of his stories.

• A unit manager received a
. letter from an attorney saying if
'-the company or its insurer did
inot respond within a certain
. time frame, the company would
' be sued. He let the letter sit and
[ indeed was sued. Why? He

didn't think the incident was
covered by insurance.

3 e Another unit manager
hired his own attorney but
never informed the.risk man-

agement department. The risk
management department

' learned of the incident when
the attorney called for insur-
ance information.

• A health claim was sent
,to the casualty insurer.

• A claim for a collision loss
was sent to the auto insurer

out the company didn't buy
collision coverage. The insurer

-even paid it.

"Bring your experiences to-
gether. Show senior manage-

:ment how each one causes a
'Hoss of money-in phone calls
-and time-and the jeopardy in
an unreported claim."

The manual you prepare
should be as simple as possible
.or those in the field to use,
Vir. Craven said. And it should
)e carefully worded, or field
nanagement will be confused.

A manual Mr. Craven wrote
for his company's 242 units, for

r example, twice referred to the
need to run a motor vehicle ree-
ord check on all new drivers. In
one section, it said this must be
done. In another section, it said
this should be done.

„ You know which one was

quoted to us after an accident"
involving someone whose rec-

ord had not been checked, Mr. Cra-
ven said. The "should," of course.

The risk management manual
should begin with a statement of
policy by the chief financial officer,
Mr. Craven suggests. "That tells the
readers the manual was prepared
to assist them in the orderly process
of risk management. It tells them,
in essence, 'Use it."'

A statement from the risk man-
ager can follow.

In Mr. Craven's outline for a risk
management manual, he includes
another 15 sections. Depending
upon the risk manager's responsi-
bilities, all or only some of these
sections will be needed.

All policies, what they cover and
how to handle claims, should be ad-
dressed, with a different section for
each. If field management files
their own claims with insurers, pol-

icy numbers must be listed.
"Each section discusses claim

procedures. It also says, 'If you
don't know if you are covered, call
us,'" Mr. Craven stressed.

The amount of detail needed on

each coverage is the amount of in-
formation the field management
needs to do what you are asking
them to do, Mr. Craven noted.

After sections on property insur-
ance, workers compensation, liabil-
ity, state funded plans and bonds,
Mr. Craven's manual includes a

section on property conservation.
"Wetell them what we expect of

them," he said.

A section on inspection services
describes all the. inspections of
company property that can be ex-
pected by insurers and government
agencies. "We tell them what to do
when someone comes to inspect the

premises and how to treat them."
A section on security would de-

scribe such procedures if the risk
manager is in charge of security.

Safety is discussed in detail in
Mr. Craven's manual, again with
step-by-step instructions.

Federal and state acts like Occu-

pational Safety and Health Admin-
istration regulations are described
in another section.

Certificates of insurance-who
issues them and how to get them-
are described under another head-
ing.

The legal action section, which
Mr. Craven considers one of the

most important sections in the
manual, "says in black and white
and step-by-step how to handle a
legal action."

This section is very important
because lawsuits aren't always filed

against a company in its home of-
fice. They often are filed against
operating units.

Contractual agreements are cov-
ered in their own section. "We in-
sist that any new contracts be sent
to us before they are signed," Mr.
Craven said.

Group insurance and how to
handle claims is described in its
own section.

The last section probably doesn't
need to go to the field managers but
should be kept in the risk manage-
ment department. The last section
will be a file of pages in the manual
that have been replaced by updated
information.

The manual, Mr. Craven sug-
gested, should be distributed to all
those in the field who have any in-
volvement in the risk management
process.

IRAs for your employees.
m The easy way. -

Starting a tax-deductible
IRA program for your
employees is easier than
you might think.

Simply call Fidelity.
When you compare our

group IRAprogram to
others, we Delieve you'll
dedde Fidelity offers more.
For your employees. And
for you.

66Hello, Fidelity. Tell
mewhylshould
chooseyour IRA
program for
my firm"

Compare our service capabilities.
The professionals who staff our information

center are always ready with the facts. Without any
sales pressure.

Alfof our account information is centralized on
one of the most sophisticated computer systems
available.

Our nationwide toll-free telephone system and
network of local offices in major cities make com-
munications easier for you and for your employees.

What's more, with Fidelity you'li have a mini-
mum of administrative chores, and no need to
amend your existing plan.

Compore our ronge of investment options.
With Fidelity providing an IRA program for your

employees you can feel secure in the knowledge
that they'll have a wide range of options to choose
from. We offer two money market funds and ten
other professionally managed mutual funds, plus
the availability of a GIC.

You'll be able to offer your employees Fidelity
IRAs that work hard for them. And easily for you.

No wonder more than 40 national corporations -
including several Fortune 100 companies- have
already chosen Fidelity's IRA program.

To learn more about why Fidelity should be your
choice too, call us today.

Call Free [800] 225-6190
In Mass. Call Collect [6171 523-1919
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Risk managers utilize different styles
By JOHN W. MILLIGAN

WASHINGTON-Management
styles do not have to fit one mold to

be successful.

At least that's the

consensus of five

prominent risk man-
agers who spoke at
the Risk & Insurance

Management Society Conference in Wash-
ington last month.
The all-star panel,

including three past RIMS presi-
dents and one former Business In-

surance Risk Manager of the Year,
described management styles that
are uniquely their own during a
session entitled "Management-
The Indispensible Ingredient."

For A. Grant Whitney, exer,itive
vp for Belk Stores Insurance Recip-

rocal of Charlotte, N.C., and a past
RIMS president, successful man-
agement seems to evolve out of
hard work and determined creativ-

ity.
With more than 30 years of expe-

rience in the risk management
field, Mr. Whitney started plying
his trade at Belk Stores, a nation-
wide retail operation, before many
modern risk management proce-
dures were invented.

"If you do the job right, and do
the study, there's always an answer
there," Mr. Whitney said.

Rollyn L. Storey, director of risk
management for SCM Corp. in
New York, also told the audience
that determination pays off.

During his earlier years with
SCM, when the office products
company diversified through vari-
ous acquisitions, Mr. Storey had to

combat some independent division
presidents who did not want the
corporate office involved in their
insurance purchasing. Overcoming
that obstacle took perseverance, re-
membered Mr. Storey, ano:her past
president of RIMS.

Mr.' Storey acknowledged the
importance of "knowledge and cre-
dentials" for younger risk manag-
ers since "it gets you started." Mr.
Storey's credentials include a law
degreee and CPCU and ARM des-
ignations.

Yet when you're dealing with
the "big boys:" as Mr. Storey de-
scribed upper management,
"knowing isn't enough. You've got
to know how to lead."

And equally important is know-
ing how to "meet people's needs."

"This is management, and at the
higher levels it's more important

than the credentials," he said.

A third RIMS past president on
the panel, Thomas A. Duffield, vp
of insurance and risk management
for Archer-Daniels-Midland Co.,

headquartered in Decatur, Ill., said
a corporation's risk management
department reaches the "ultimate
point" when it becomes a profit
center, evolving beyond just a cor-
porate expense.

This achievement takes some

"managerial talent" when technical
knowledge is no longer enough, he
said.

Mr. Duffield also said he likes

working in an "entrepreneurial"
atmosphere where there is little
structure and the creative juices
can flow. Such an atmosphere con-
trasts with his first risk manage-
ment experience at the F6rd Motor
Co. during the era of the "whiz

66We Listen BeforeWe Speak"
(And thenwe speak your language.)

No matter what your language.
BRI stays on top of international insur-

ance regulations and tax laws. So if there are
changes. we know about them. And we know
how to use them to your best advantage.

When you speak to BRI youllfind us
receptive and responsive to your problems.
The result? An insurance program that will
minimize your exposure, provide the proper
coverage, and be most effective from a cost
point of view.

It's listening. learning, and keeping up
to date that make BRI so effective interna-

tionally So if you're interested in speaking your
mind, we're interested

in listening. Speak to us.

BRI Coverage Corp.
156 William Street. NewYork, N.Y 10038 212-233-7171

Outside New York State call: 1-800-221-5080

kids," a group of young vetera
returning from World War II wj
reshaped the automaker. Mr. Ik
field described that very structur.
environment as "MBM-manag
ment by manual."

Thomas V. Hallett, vp and dire
tor of risk management for br,
kerage Frank B. Hall & Co. Inc:
Briarcliff Manor, N.Y., provid.
the session with almost an entj

dictionary of manageme
strengths.

The good risk manager, accorr
ing to Business Insurance's 19£
Risk Manager of the Year,.
"available, decisive, humble, p
tient, communicative, humorok

and has "technical competence."
Mr. Hallett said communicatii

is a key strength and explained tl.
strong risk manager must not o:-
be able to communicate downwr-

with his staff but with upper ma
agement as well to explain a con
plicated subject like risk manag
nnent.

While the risk manager does'
have to be a "conformist" to su

ceed in his profession, said Gr
Bausom, assistant treasurer :

director of long-range planning<
Esmark Inc. of Chicago, he sl
must try to "truly be part of t
management team."

Mr. Bausom stressed that r,

managers must stay abreast w.
the "explosion of information"
the field and suggested that
devote at least 50% of their ti

keeping track of new deve)
ments.

He also recommended that r

managers learn two language.
that of top management as wer
that of the broker and unde

writer.

Barlow wins

Goodell aware

from RIMS
WASHINGTON-Douglas,

Barlow, retired risk manager £
Massey-Ferguson Ltd. in Toront
is this year's recipient of the Risk',
Insurance Management Society
Harry & Dorothy Goodell Award.

The award recognizes outstand
ing achievement in the risk mar
agement field and exemplary ser
vice to the society.

Mr. Barlow was risk manager r
Massey-Ferguson from 1959 t
1972. He was president of RIMS
1971-72 and named an honora,

member in 1977.

In a now-classic September 19'
article, he set forth the "cost ,
risk" theory, which has now bc.
universally accepted.

"It is our job as risk mana:
ers...to learn of company ope
tions and changes in them, and r
ognize the risks in the operation;'
get risks eliminated or reduced;
lowest costs, and substitute the LU
of a measure of loss prevention f'
a greater savings in premium g
the probable cost of uninsul.
losses; to save upon the consid<
able expense factor in premiums,'
retaining risks within bearar
limits through non-insuranL
franchises, deductibles, self-ins
ance, perhaps through a capt.
company; to see that catastroN
risks are fully covered by ins.
ance; to see recoveries from th,
parties are effected when practid.
to see that due account is taken i.

administration exposures," h
wrote.

"Doug was one of the earlies
managers, in the fullest sense of t'
term, to recognize, in the use of co,
of risk, the relationship of ris]
management to overall organiz:
tional management," said H. Felix
Kloman, president of Risk Plan-
ning Group in Darien, Conn. i
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Federal tort reform needed: Kasten
By JERRY GEISEL

WASHINGTON-A federal product liabili:y law
is needed to reduce tne growing uncertainty in the

tort law, Sen. Bob Kasten says.
"There is no way we can predict

what is going to happen," says Sen.
Kasten, R-Wis. "There is a need to
stabilize this area of the law."

Speaking in Washington before a
Risk & Insurance Management So-
ciety Conference session on legisla-
tive and regulatcry developments,
Sen. Kasten said the 5-year-old ef-

fort to give more predictability to tort law through
state product liability reform legislation has failed.

While about 25 states have enacred tort reform

laws since 1977, no two laws are alike.

Fcr example, South Dakota's law. passed in early
1978, requires product liability suits to be filed
within six years after the produ2t was delivered to
the first user. But Indiana and several other states

have 10-year limitations on filing suits. These dif-
ferent statutes of repose create more uncertainty.

"I: is our strong feeling that this problem can't be
solved at the state level," Sen. Kasten said.

Last October, Ser.. Kasten introduced legislation
to create a federal product liability law (BI. Oct. 19,
1981). Key provisions in his proposal include:

• Requiring product liability suits to be filed
within 25 years after a major capital good is sold.

• Barring most product liability suits against
wholesalers and distributors.

• Strenghthening a manufactirer's defense if
products are altered or modified without its per-
mission.

But Sen. Kasten's drive to have his Froposal
passed stumbled when the Reagan administration

refused to, lend support. Administration officials
said a federal product law ran counter to their
drive :o grve the states more power.

Sen. Kasten, though, is optimistic that the ad-
ministra.ion, after analyzing his proposal in
greater depth, will support the measure.

"It is my strong belief that the administration
will support the bill," he said.

Sen. K asten noted that h.s bill specifically bars
any time .imitation on filing suit in cases where the
injury is caused by prolonged exposure to a product
like asbestos.

"The asbestos people are mad at me," Sen Kas-
ten acknowledged. adding that the "idea is to get
one broad bill. The bill is not meant to take care of

special interests."
So far, he has nct formally introduced his bill. Its

first two versions were presented in draft form to
give the public a chance to comment. However, the
freshman Republican said he expects to formally
introduce his laiest product liability proposal some-
:ime this month.

Once tne bill is formally introduced, Sen. Kasten
ntends to line up support from other senators on
the Sen:te Commerce Committee, where the bill
would be heard.

And Mr. Kasten said his bill has a reasonable

chance of passage. "There is half a chance we could
be as successful as we were with the Risk Retention

Act. It is possible to get a bill through," he said
The kzy factor in the passage of the Risk Reten-

tion 44 which makes it easier for businesses to
band together to form captives to insure their
product liability exposures, was building a broad-
based coalition of employer groups.

Developing a similar coalition will be needed if
federal tort reform is to become a reality, Sen.
Kasten acknowledged.

Longshore reform to be
slow process: Erlenborn
WASHINGTON-The leading

congressional backer of reform of
the federal Longshoremen's and
Harbor Workers' Act doesn't think

Congress is going to ait soon to
overhaul the controversial law.

"The clock is ticking away," said
Rep. John Erlenborn R-Ill., of the
slow pace. "I'll believe i: (getting a
reform bill passed) when I see it."

Speaking before a Risk & Insur-
ance Management Society Confer-
ence session on legislative and reg-
ulatory developments, Rep.
Erlenborn said suppcrt from Dem-
ocrats is the key to getting long-
shore reform passed.

"It will take strong Democratic
leadership to get a Longshore bill
out of committee," he said.

Currently, a longshore reform
bill, S. 1182 (BI, June 8, 1981), pro-
posed by Sen. Don Nickles, R-
Okla., is stuck in the Senate Labor
and Human Resources Committee

because of opposition from Demo-
crats like Sen. Edward Kennedy.

And the House Education and

Labor Committee won'i even begin
to consider a similar longshore billi
H.R. 25, introduced oy Rep. Erlen-
born, until the Senate takes action.

As a result, "I'm not very opti-
mistie about congressional passage
of longshore legislatfon," he said.

While Congress fiddles, maritime
employers have to contend with a
law that is a legislative nightmare,

Rep. Erlenborn said.
Features in the law that are caus-

ing the most problems include:
• The lack of a cap on benefit

increases.

• Extending the scope cf the law
to workers beyond the waterfront.

• The lack of a ceiling on survi-
vors' benefits.

Instead of linking benefit in-
creases to the rise in the national

average weekly wage, as i: the case
now, Rep. Erlenborn's bdi would
cap benefit hikes at 3% annually.

His legislation also wo.ild over-
turn a 1979 Supreme Court decision
that said widows are entilled to up
to two-thirds of the deceased

worker's weekly wages without an
upper limit.

Under the new bill, survivors'
death benefits would be limited to

200% of the national average
weekly wage, subject to a weekly
maximum of $496.70.

Since maritime workers can

make as much as $800 a week, the
savings from these limits on death
benefits would be substantial.

In addition, under another sec-
tion of the legislation, jurisdiction
of the Longshore Act would be lim-
ited to the "point of rest." the spot
where the cargo comes off the ship
and is put on the ground.

Because of several ciurt deci-

sions, no one is sure just how far
inland the law extends. .

wnich employee costs moimi
.-'..:..42 :,
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fr The desk on the left: One look at the debris,
 and ifs a good guess this worker is nervous, jumpy, and

overweight. And who wouldn't be, with all that caffeine,
nicotine and sugar?

This person is also a prime candidate for
4, sick day*44 med.ical bills

fewer medical bills. Smaller insurance premiums. And,
as you might guess, this person is much more productivd?it.

Now comes the surprises Both of thesedes<44 46»3*
belong to the same worker. The change for the b525*
came with an exciting new program marketedby

&
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 Shoppers' at RIMS focus on loss control
By LEN STRAZEWSKI

WASHINGTON-Risk managers
came to the Risk & Insurance Man-

agement Society
Conference ready to
lay their loss-control
deeds on the line, ac-

cording to service
firms exhibiting at
the meeting.

As the economic

recession tightened
belts in risk manage-

ment departments, corporate
buyers walked the exhibit areas
like shoppers not br6wsers.

' This is not usually a place
where we actually do sales," noted
Fred Minchk of NATLSCO, a risk

management services division of
the Kemper Group based in Long
Grove, Ill. NATLSCO was one of
the first insurer subsidiaries to

offer services to self-insured com-

panies and is a long-time RIMS
Conference exhibitor.

"For us, exhibiting at RIMS is a
maintenance affair. There's no

other place where we can meet all
our major clients at one time," Mr.
Minchk said.

This year, however. risk manag-
ers came ready to talk about their
specific problems.

"There's definitely a more open
afproach 10 specifications. Risk
managers were more willing to talk
about their specific needs, espe-

cially in dealing with problems
caused by unemployment and the
increasing number of claims that
usually follow."

Risk managers were also prepar-
ing against future staff losses, ac-
cording to Mr. Minchk.

"If a risk manager has his staff
reduced or a loss-control position is
abolished, an outside provider will
wind up doing the job," Mr. Minchk
said.

Buyers were also buzzing about
the unbundled services that more

and more insurers continue to

offer. Scores of companies offering
various services presented an
amazing and sometimes confusing
array of claims processing, loss-
ecntroi engineering, environmen-
tal safety and cash-flow manage-
ment services.

The Home Insurance Group of
New York, for example, promoted
its risk management and loss-con-
trol services with a new emphasis,
according to Fred Mina, head of the
risk management services division.
Although the division has been of-
fering fronting, cash-flow pro-
grams and captive insurance com-
pany designs since 1978, it only re-
cently received corporate approval
to unbundle its loss-control engi-
neering services (BI, April 19).

-'Reception has been excellent,"
Mr. Mina said. "We may be new to
the game of offering unbundled

services in loss control, but through
risk management services and
Scott Wetzel Services Inc., we have
been in the business for some time.

Obviously this is going to be a
growing business."

Crawford & Co. of Atlanta, a

large claims administration and ad-
justment firm, agrees. The com-
pany added "risk control services,"
a form of comprehensive loss-con-
trol management and engineering
services, after the 1981 RINIS Con-

ference and promoted the services
at the 1982 gathering.

"We certainly met lots of poten-
tial clients," remarked Leo Kie-

bala, vp of risk control services.
"And we even picked up two con-
tracts. They are not really big con-
tracts, just spot-checks. But they
are from potentially big clients, and
they will help us show what we can
do."

The market for loss-control ser-

vices is growing but so are the
number of providers Mr. Kiebala
notes.

"There are lots of risk managers
out there who looked like heroes

when they developed Dash-flow
programs and self-insurance plans
that saved their companies lots of
mohey. Now they have used the
cash advantages up and losses are
still mounting. They are looking
for ways to look like heroes again.

"And everyone is offering some-
thing to try and meet that need.

There's lots of competition and, in
the long run, that will be good for
everyone, both the sellers and the
buyers. The problem is that many
of the buyers still don't know what
they want," he said.

Banks, too, climbed onto the ser-

vices bandwagon at the RIMS Con-
ference, and two banks, Citibank
and Chemical Bank of New York,

came touting cash and credit ser-
vices for firms using captives or
complex self-funded programs.

Citibank is exhibiting at the
RIMS meeting for the third time,
according to Frank T. Dunn Jr., co-
ordinator of the captive insurance
task force, and has been adding to
services each year.

"We'11 do just about anything in
finance," Mr. Dunn said. "Arrange
letters of credit, establish trust

funds, plan Eurodollar transae-
tions, establish a 501(c)(9) trust for

self-insurers-whatever you need."
Citibank will also arrange "back-

to-back" loans, a financing tech-
nique that allows a subsidiary in
one country to use its assets as col-
lateral for a loan for subsidiary in a
second country.

The technique allows a captive
insurer parent, for example, to con-
trol its assets and continue to earn

interest while the subsidiaries ob-

tain a lower rate than the market

interest rate on funds it needs, Mr.
Dunn says.

pay and medical bills ?
morale:bd:increasing productivity -

*411: the factB,

1..

Competing with brokers and in-
surers, Citibank has also developed
an automated safety and loss-re-
duction system for worker injury
and property losses.

Chemical Bank was exhibiting at
the RIMS Conference for the first

time and took a more conservative

approach.
"We're not competing with the

insurance industry at all," re-
marked Anthony F. Heatly, vp and
group head of Chemical Bank's
world insurance group. "But we are
offering anything a bank can do for
an insurance company or a self-in-
suring company.

"We are not selling any engi-
neering or actuarial services as
some of our competitor banks are,
but we are deeply involved in port-
folio investment, premium collec-
tion, management information sys-
tems and claims payment control,"
he said.

Captive insurers, he believes,
will provide a growth area for the
insurance group.

"We are always hearing that the
captive market will take a nose-
dive, but we haven't seen it yet. I
think they are here to stay, though
a few may disappear from time to
time," Mr. Heatly said.

The RIMS meeting, he added,
was a valuable way to reach that
market with the bank's services.

"We met a lot of old and new

friends. We will be back." .
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Captive may make new home in U.S.
By BILL DENSMORE

WASHINGTON Verlan Ltd.,
the National Paint & Coating

Assn's Bermuda-do

miciled captive, is
thinking about mak
ing a U.S. home in
Vermont, company
officials say

Verlan, one of the
oldest association

captives, has an
operating staff of

about 25 employees in offices in
Washington separate from the as

1

sociation.

It insures the property, product
liability and general liability risks
of about one-third of the manufac-

turing members of the 1,000-mem-
ber parent group.

If Verlan would move to Ver-

mont, it would be the second cap-
tive organized under the state's
1981 captive law.

The Yirst was chartered by tire
maker BFGoodrich Co. (BI, Sept.
14, 1981).

"We are interested in bringing
Verlan back out of Bermuda and

back into the United States," Ver-

lan President Harry R. House told
an audience of about 100 people at a
seminar at the 20th annual Risk &

Insurance Management Society
Conference.

"So, we're taking a look at it for
the first time," he saic.

Mr. House says he met April 19
with George A. Chaffee, Vermont's
commissioner of banking and in-
surance, in Montpelier to discuss
the idea of setting up an industrial
insurer domiciled in Vermont.

Vermont Gov. Richard A. Snell-

ing signed April 8 a law described
by Mr. Chaffee as the nation's first

r.

e. I

Risk. There is no substitute for knowledge.
You can't get intelligent risk management solutions without asking intelligent
questions. That's how we feel. So we offer our clients a unique perspective of
the risks they face. Utilizing the kind of technological and human resources
that you'd expect from us, one ofthe world's largest insurance brokers.

It's this full-service approach to business insurance that has served our
clients successfully for over 75 years. Wherever in the world they do business.
So, contact us. We'll give you the answers, not excuses.

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

"miniRisk Retention Act," pat-
terned after the federal statute en-

acted last year.
The law, which takes effect July

1, is designed to make Vermont an
attractive home for association cap-
tives (BI, April 26).

Both Mr. House and Larry G.
Noble, vp of field services for Ver-
lan Ltd., said there is a feeling
among some members of the paint
and coating association that locat-
ing an insurer offshore is not good
for U.S. interests.

"There's somewhat of a feeling
that 'Hey, we better get more na-
tional or we're liable to wake up
and find somebody else owns this
country,'" said Mr. Noble, adding
that Verlan might actually realize a
financial advantage in locating in
Vermont because association mem-

bers would no longer have to pay
the 4% federal excise tax on direct
premiums exported offshore.

Vermont's premium tax for di-
rect captive business is only 1%,
and the difference between that
rate and the offshore tax could save

Verlan's owners about $100,000 a
year, Mr. Noble estimated.

On the other hand, financial re-
porting requirements under Ver-
mont's captive statute are some-
what more extensive than in Ber-

muda, Mr. Noble said.
"This is a situation that is being

investigated," he adds. "Our board
had voted to investigate it. .if it
ends up being profitable to us, we'll
do it."

On another point, Mr. House said
he knows of two association cap-
tives that have lost more than 65%
of their premium volume in the last

'We are interested in

bringing Verlan out of
Bermuda and into the

U.S.,' Mr. House says.

18 months because of competitive
product liability rates currently of-
fered by commercial insurers.

Verlan has been able to fight this
trend, he said, by telling association
members that if they jump to a
commercial insurer, they may find
it difficult to get Verlan to insure
their risks in the future when out-

side underwriting capacity
tightens.

Mr. House was among five risk
managers and captive owners on a
panel entitled "The Captive Move-
ment: An Update."

The other panelists were Robert
A. Reeves, president of Hospital
Corp. of America's Parthenon In-
surance Co.; Joe I. Cline Jr., direc-
tor of risk management and insur-
ance operations at Republic Steel
Corp.; John A. Dixon, chairman of
Unilever PKC's Blackfriars Insur-
ance Ltd.; and Cheri J. Hawking,
assistant insurance director for
Weyerhauser Co.

Mr. Reeves' Parthenon Insur-
ance Co., formed in 1976 in Colo-
rado, insures medical malpractice
and other risks for an estimated 230

hospitals owned or managed by
HCA, based in Nashville, Tenn.

Mr. Reeves said that in 1976,
HCA's total property/casualty in-
surance costs were 1.6% of sales.
Last year they were 1.2%.

Mr. Reeves estimated that it
could be about two years before a
bill to provide tax-deductions for
self-insurance loss reserves or pre-
miums paid to captives becomes
law.

The measure, backed by the Loss
Reserve Deduction Committee, of
which Mr. Reeves is a member, was
introduced in the House on April 20
by U.S. Rep. Bill Frenzel, R-Minn.
(BI, April 26). .



China puts more emphasis on risk management
By JOHN W. MILLIGAN

WASHINGTON-Chinese offi-

cials are placing greater emphasis
on risk management
techniques as China
moves from the Cul-
tural Revolution to a

period of industrial
development.

This new em-

phasis on risk man-
agement also paral-
lels a growing insur-

ance industry that is underwriting
both domestic and foreign risks on
the mainland.

The Chinese style of risk man-
agement centers primarily on loss
prevention at large industrial risks,
Song Guohua, deputy general man-
ager at the People's Insurance Co.
of China, told a general session at
the Risk & Insurance Management
Society Conference in Washington
last month.

"As China's insurance industry is
developing rapidly, it is imperative
for us to pay greater attention to
loss prevention and risk manage-
ment," Mr. Guohua said.

"To make sure that the insured

life and property are properly pro-
tected, our Jocal branches and sub-
branches attach great importance
to loss prevention of the insured
subject matter-especially of the
industrial risk," he said. "We make
it one of their tasks and a criterion

for appraising the results from
their operations."

A few examples of the Chinese
approach to loss prevention in-
clude:

• Establishment of safety in-
spection systems, assisting insureds
and "fire brigades" in conducting
regular inspections and developing
loss-prevention programs.

Those industrial concerns that

decline to abide by such helpful
hints had best beware. "If they ref-
use to accept our suggestions," Mr.
Guohua said, "we would give them
a warning and have the right to
render the policies void or decline
any payment of claim."

• Establishment of a loss-pre-
vention safety fund to build "safety
facilities" where loss-prevention
work is conducted. The fund is fin-
anced by a portion of the People's
Insurance Co. of China's premium
income.

e Obtaining regular forecasts
from Chinese meteorological and
seismic bureaus to prepare precau-
tionary measures in the event of
major earthquakes or floods.

) This measure is especially impor-
tant in China, a nation subject to
severe tremors and heavy flooding
in certain locations.

For example, in 1981 China's
Szechwan province experienced
"notorious floods rarely seen in his-
tory," Mr. Guohua said. "The total
flood claim payment was five times
the annual premium income of that
province." PICC was able to pay
those claims by using insurance re-
serve funds accumulated by other
cities and provinces, he explained.

Students invited

to attend meeting
WASHINGTON-Sixteen col-

lege students majoring in insurance
or risk management attended the
annual Risk & Insurance Manage-
ment Society Conference last week
as special guests as part of RIMS'
5-year-old Student Involvement
Program.

The students, selected by the so-
ciety from a pool of applicants no-
minatated by colleges and universi-
ties throughout North America,
spent the week attending confer-
ence sessions and special orienta-
tion events sponsored by the so-
ciety. .

And when a catastrophe does
occur, Chinese officials strive to co-
operate with the insureds "in every
possible way in order to minimize
the loss."

This increased attention on loss

prevention comes at a time when
the Chinese insurance industry is
starting to flex some muscle.

One of three Chinese insurance

companies, PICC is the only mar-
ket writing domestic and foreign
risks on the mainland. The com-

pany dates back to 1949 when it
started providing property, life, lia-
bility, agriculture coverages and
reinsurance, Mr. Guohua ex-
plained.

Domestic underwriting was su-
spended from 1958 to 1980, a casu-
alty of the Cultural Revolution, but
has resumed as the Chinese work
to modernize their economy.

* v

Results for 1981 saw a "rapid
growth in domestic business," Mr.
Guohua said. Total premium vol-
ume increased 80% over 1980 fig-
ures. The number of PICC branch
and other offices increased from
300 in I980 to more than 700 in
1981, and the insurer's nationwide
staff swelled from 5,000 to 10,000.

PICC also started writing sev-
€ral new coverages on a trial basis
for such domestic risks as rural
livestock, life, pension and medical
insurance. The company's under-
writing of foreign risk-risks
owned by foreign investors with
operations on the mainland-in-
creased, too, rising some 22% in
1981.

In an effort to "serve the open-
door policy," Mr. Guohua said.
PICC tries to meet the needs of for-

eign investors and keep them
happy with "adequate, reasonable
and reliable insurance coverage
with proper terms and conditions
at a comparatively lower premium
rate."

And since PICC is accustomed to

providing services directly to its cli-
ents in China, he added, "This
makes it all the more easier for it to

tailor-make all sorts of policy word-
ings as required by its clients." .

Make buying easy,

turn to the

INSURANCE SERVICES GUIDE.

on page 78
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InBusiness Insurance

-ykwal'#'
-5>'U»MBA Tying down "Project Orbis first caught Chairman Robert

*-- -Sr--· 9 tbe coverage E Corroon's attention in 1974," says Richard A.
il on a jiying Loughlin, executive vice president of Corroon &

r, :el hospital Black Company of New York. "It was an ambi-
1,0*KI

A *41843 ', 4.'.ik* ..4. -, -Corroon & Black's tious plan to build an ultra-modern eye care hos-
1„ .' 1*1 . i

i .. , Richard A. Loughlin pital inside a DC-8, which would fly worldwide
and spread the latest in ophthalmological science
and surgical techniques."

, Now, with Project Orbis liserally off the
47, r '0 7 i *44 ground, Corroon & Black handles its complex< 11\j/ insurance program. «The project," notes Loughlin, "de-f

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

T K : - That's why we chose INA.. p-

'Not only is INA truly international, it has specialists
in virtually every insurance area, and just as important,
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

Ill 1program for the world's first flying medical teaching hospital.
"INAs dedication," he concludes, "has matched that of

Project Orbis' creators in making this exciting humanitarian
concept a reality."

Several years ago, PPG Industries, a Meeting *
multinational manufacturer of chemicals, international , f /
glass, fiberglass, and coatings and resins challenges
products, took a hard look at its overseas witb domestic -

liability coverages. experience. 1
"Based on our domestic experience with -PPG Industries'

third party and product liability exposures," Lawrence Call

says Lawrence Call, director of risk management for PPG, "we
were concerned that our foreign subsidiaries, which account for
about 20% of our total net sales, might be underprotected. t. Af,4,



t

"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 whichunified 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." Reaping tbe

The multinational manufacturer of benefits from
axles, transmissions, material handling a move
and construction equipment moved to offsbore.
solve this problem in 1979 by forrning a -Clark Equipment's

Larry Gabrielcaptive insurance company. Today, with
INA as the primary underwriter, the captive reinsures
Clark's domestic general liability and workers' compensa- 1

tion coverage, and its foreign property insurance.
According to Gabriel, the captive operation has yielded

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 losslimits
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 continuedexpansion 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 andthe willingness to innovate are also essential.

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

Tbe resources to do it all, tbe strategies to do it right. INA
INA

CIGNA a company of
CIGNA Corporation



Whenan indepencent agen.
neecs answers,

EBI knows Ela- time ismoney

THE WAIT'S OVER.

Productive time means
quick, efficient response
for your client. Information
when you need it...
· Questions answered the

same day
· Same-day quote capability
· Accurate and rapid pro-

cessing of newapplica-
tions, reneivals, and
interim policy changes

· Timely completion of field
audits

... and it's all standard operat-
ing procedure at EBI.

i

$

EBI IS THERE WHEN YOU
NEED US.

What's more, we have
knowledgeable representa-
tives near your business, ex-
perts prepared to answer
your questions and give you
any needed assistance.

Our automated comput-
erized claims processing
system-designed by EBI
exclusively for workers'
comp insurance-frees you
from exhaustive paperwork
and provides instant access
to vital data (claims status,
reserves, etc.). Our unique
Loss Analysis Record moni-
tors losses and pinpoints

4 specific problem areas for
your clients.

At EBI, our specialty is
i workers' comp. That's why

EBI works for independent
agents time after time.

For further information, con-
tact our local office, or call
(408) 288-6011 collect, Ext.293.

© 1982 EBI Companies, Inc.
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RECREATIONAL CLAIMS
Employers can limit their exposures
by laying down some ground rules

By Thomas R. Bond I incident of r

MPLOYERS FREQUENTLY askinsurers and attorneys whether
injuries sustained by their employees
while engaged in recreational or sports
activities are compensable under the
workers compensation laws.

Many employers are surprised to learn
these injuries are usually compensabie.
This is true regardless of whether the
injuries occur on or off the premises )f the
employer.

Here are some eases and

recommendations that could help reduce
an employer's workers compensatior.
exposure in this area.

The Pennsylvania Superior Court :tated
that every injury occurring on the
premises of the employer during work
hours is compensable as long as there is
nothing to show that the employee
abandoned the course of his employment
or was engaged in something wholly
foreign to it. The claimant in this case was
injured during his lunch hour while
playing football on the employer's
premises. The court held the continuity of
employment is not broken by the
employee's action in engaging in play and
recreation on the employer's premises
during his lunch hour.

A Maryland case involved an employee
who suffered a ruptured kidney during a
coffee break while playing touch football
on a grass lot owned by
his employer. The
employees at Mack
Trucks Inc. were

permitted to take two
15-minute coffee

breaks. During the
afternoon break the

claimant and his

co-workers would play
football on the grass
lot. The football games
had not been expressly
authorized. They were,
however, considered

by the court to have
been permitted as a
result of the company's
acquiescence over a

period of three
months.

The Maryland Court
of Special Appeals
found that the

employee's activity
was sufficiently
work-related to be an f.t

incident of

employment. The
rationale of the court

was that the

employer's actual
knowledge and
acquiescence served to
establish the

recreational activity as an "
employment."

The judicial views reflected by these
two cases are representative of the
majority view

There are, of course, some methods of
reducing employers workers
compensation exposure in this area.
Compersability exists if the activity has
achieved some stancing as a custom or
practice As th.= courts have noted, there is
no precise formula tnat can be used in
determining when a recreational or sports
activity oecomes a fixture of employment.
It has been suggested, however, that it
should be at least long enough for a
reasonable employer to become aware of
it.

If employers do nct want their
employees to engage in such activities
while on the premises, the employees
should be informed, ,erbally and in
writing, :hat these activities are not
permitted during an- part of the work
day.

If management observes employees
engaged in such activities, they should be
notified that the activities are prohibited,
asked to :mmeciatel> stop participation
and advised that employees violating the
rule do so at their own risk, without the
benefit of workers compensation.

Injuries taking place off the employer-s
premises are also sDmetimes found to be
compensable. This is irue even though :he

#1

injuries occurred after working hours. o previous cceasions, donated $225 to be
recover compensation, the daimant must used in the establishment of an employees'
show the existence of an association scf.ball team. The employer made it very
between his employment and the sports or clear, however, that he would have
recreational activities. There are a number nothing more to do with the team and the
of ways the employee can accomplish this. employees were to assume full

If the injured employee can establish responsiti.ity for the team's activities. The
that his employer encouraged his ccurt held that the injuries sustained by
participat.on in the activity, he will also be the claimant during the course of team
estab.shing his eligibility for workers play were not of a compensable nature.
compensation benefits. Similarly, in an Oklahoma case, the

Up-old.ng the benefits a-Marci to an claimant a-as denied workers

injured employee in the ease of Hendrer compensation benefits for injuries he had
vs. Inlust:ial Commiss:on. an Illinois ccurt received while playing softball on a team
noted that the employer nad permitted organized by the employees. The court
playe-s to take time off work in order to noted tha: the employer's only connection
participate in team activities The with the team was that he had furnished
emplcyer nad also provided free tickets 30 eq kipment and uniforms bearing the
the ar nua. league banquet and had err.Floyer s name and had paid the league
displayed -earn trophies. en:rance ke. Compensation benefits were

In New York, a claiman; was awarded denied on the theory that the injury did
benef:-3 for injuries he sus:ained in a no: arise ct_t of or in the course Of
softball game that was sponsored by an employment.
employer-sponsored ch.b. The court Employers wishing to limit their
commented that all expenses had been exposure should not permit the use of the
paid by the employer. The employees had company name on team jerseys or other
been encouraged by the employer to team equipment. It was held in an Illinois
participate in the activity The court alsc case that tne employer had, in fact,
pointed ou: that the purpose of the club derived an advertising benefit from team
was to 'develop a spirit of friendliness and jerseys bearing the company name. The
cooperation among the emplcyees." jerseys, colrbined with the presence of

This case should be conorasred with an art.cles in :he company paper and
earlier judicial decision reached within tne magazine and coverage over a
same jurisdiction. In the other case the company-owned radio station, supported
employer. after having refused on two the fact firder's decision to award workers

compensation benefits
to the claimant.

Participation of
managers has been

4/ found sufficient to

establish a connection

between the activities

of the athletic team

1 and the employment of
the participating
employees.

In the same Illinois

case, the court noted
that the recreational

activity afforded the
employees an
opportunity to socialize
not only with each

other, but also with the
district manager and
other company
executives.

The court concluded

* that the improvement
of employer-employee
relationships through
this activity was of

significant benefit to
the employer and
therefore awarded

benefits to the

claimant.

With respect to
off-premises

Continued on page 46



46 / business insurance, May 3, 1982

1. 1.

Salaries: The sensitive issue
By Kenneth P. Shapiro management professionals or petroleum engineers or

high market price of data processing

N A RECENT episode of the popular geologists. These realities of the market
"Lou Grant" television series, an • Entry-level engineers earn almost as compression is to install a job evaluation must, in some cases, supersede the internal

inventive extortionist created turmoil in much as those with two or three years' system that will accurately differentiate equity of a job evaluation system.
the newsroom by threatening to publish experience. among job levels of an organization. Here are some ways to combat the
the paper's employees' salary list. • New MBAs are compensated better Pricing these jobs on this basis should compression problem:
Although network dramas are an unlikely than seasoned managers. create acceptable salary spreads. • Open up communications in your
place for a management lesson, there's one These examples are part of the Some companies are using the so-called organization when the market makes
here: What people make in relation to phenomenon known as "salary "front-end bonus" to sidestep the salary compression unavoidable. Use survey data 
their co-workers is a sensitive issue. compression." compression problem. New employees are to justify, but not defensively, your

When there is not a strong correlation Salary compression can cause employee attracted to a company by a one-time position. Be on the lookout, however, for
between compensation levels and the dissatisfaction that may lead to decreased out-front cash award, possibly 10% of the morale and productivity problems.
hierarchy created by job title, function and productivity. And the corollary is "pay first year's salary for those in the • See if your compression problem is
seniority, there is potential organizational raise compression." As demonstrated by $30,000-to-$80,000 range. Thereafter, their caused because your salary structure
danger. For instance, the probability of Hay Associates surveys, for the past 10 compensation conforms to existing increases are staggered. Sometimes
employee discontent increases when: years the gap is shrinking between pay structures. Although this may help recruit salaries in lower-level jobs approach those

• A plant foreman makes only slightly increases for average workers and those talent and ease the internal tensions of of mid-management when changes in the
more than his crew. who are outstanding performers. compression, it encourages job hopping. lower-level structures are not

The average worker of 10 years ago And the front-end bonus actually takes synchronized with the mid-level increases.

- Kenneth P. Shapiro is a
outstanding performer a 13% increase. Yet by giving them a total compensation employees about it.

might have received a 7% raise and the motivation away from those receiving it Change your schedule or inform your

up at Hay Huggins & Co. 1981 data from the Hay Compensation decrease in their second year. • Pay more for certain jobs than the
in Philadelphia. His col- Information Center shows that these raises Although most compression problems market demands. This is a conscious
umn on management ap- are now 8.8% and 12.7%. If this trend can be remedied through a thorough job pricing decision you make when you feel

.* 2 pears monthly in Busi-
continues, pay will become a less-powerful analysis, real market conditions must also that avoiding the compression potential

-04 ness Insurance. tool in motivating employees. be recognized and addressed. For example, for disruption is worth more than the
The best way to prevent salary companies must accept realities such as the extra money for salaries. .

Worker assault at job site is compensable
legal briefsV\IFHERETHERE was

sonne causal

relationship
between a

claimant's employment and an assault, or
where the employment conditions could
expose an employee to an assault, any
resulting injury is compensable, according
to an Oklahoma appellate court.
Chris Cyrus was told by his employer that

he would have to pick up his final
paycheck at the site of the drilling rig
where he had been working just two
weeks earlier.

When he reached the site, he was told

by the foreman to see another employee

These abstracts were prepared by Cases
Unlimited Inc. A copy of an entire decision
may be obtained by sending a check for $5
made out to Cases Unlimited to Business

Insurance, 740 N. Rush St., Chicago, Ilt.
60611. Please list the number for each
opinion.

named "Red." Red accused Mr. Cyrus of

stealing a pair of boots at the time he quit.
Mr. Cyrus denied it. Nevertheless, Red
and a second employee began to curse and
physically attack him. At one point he was

knocked down a flight of stairs, resulting
in serious injuries.

He filed for compensation and was
awarded 300 weeks of temporary total
disability plus 18% interest on the accruals
from the date of the award.

On appeal, the insurer argued that Mr.
Cyrus' injuries did not arise from his
employment because he became involved
in an altercation over a "purely personal"
and not job-related matter.

The court, however, said the conditions

of his employment exposed him to the
assault and there was a causal connection

between the act of trying to pick up the
check, as he had been directed to do, and

the battery. The court also upheld the 18%

interest rate as "not excessive in terms of

today's money market." Cyrus vs. Vierson
& Cochran Inc., Court of Appeals of
Oklahoma, June 18, 1981 (BI/04/J.-$5).

Material misstatement

/4
An insurer need

not prove

fraudulent intent

in order to cancel a

group insurance

policy where an applicant makes a
material misstatement concerning his

prior medical history, according to a
Michigan appellate court.

The court, however, concluded that
under the policy the insurer had not

reserved a cancellation right, only the
right to adjust the premiums or benefits.

An employee signed an application for a
group health and life policy issued by

Midland Mutual Life Insurance Co. The

application was accepted by Midland and
the insurance policy went into effect Dee.
1, 1975.

His application indicated that he had not
consulted or been treated by a physician in
the previous five years. Six weeks later
the employee was hospitalized for chronic
congestive heart failure. A claim for
benefits was denied. A premium refund
check was sent, but not accepted. Later,
the employee died and his widow sued for
benefits. The trial court ruled for Midland.

The appellate court concluded that the
insurance company had no right to cancel
the policy even if there was a material
misrepresentation of fact as to the
employee's prior medical history.

According to the court, the policy itself
permitted the insurer to adjust only the
premiums or benefits in the event of a
misstatement on the application.
Wiedmayer vs. Midland Mutual Life
Insurance Co., Court of Appeals of
Michigan, July 27, 1981 (BI/01/A.-$5).

A few rules can help limit sports claims
Continued from previous page
recreational and sports activities of employees,
employers should consider taking the following steps to
reduce possible workers compensation exposure:

• Employers should not make financial contributions

to the formation or maintenance of employee athletic
teams. Sponsorship of teams composed of employees
should be avoided. If a donation is made, it should be

clearly communicated and documented that the

employer doesn't intend to sponsor the team.
• It should also be made clear that full responsibility

for all aspects of team participation is to be assumed by
the participating employees.

Thomas R. Bond is an attorney with the law firm of
LaBrum & Doak in Philadelphia.

• Employers should not control the internal and
external affairs of such teams. Examples of such control
are scheduling practice or games or selecting players.

• Employers should refrain from using employee
team members as a source of advertising.

• Employers should not permit employees to take
time off in order to participate in team play and should
dock the pay of those employees who miss time from
work due to their involvement in such activities.

Employer policy with respect to recreational and
sports activities of employees should be clearly
communicated. A written statement of this policy
should be posted conspicuously throughout the premises.
If a brochure is given to new employees, it should
include a policy statement. Existing employees should

be given a written statement of this policy.
The suggested protective steps might seem to be a bit

harsh. Yet, it should be remembered that, particularly
within the past 10 years, an alarming increase has
occurred in the workers compensation benefits
employers are being called upon to pay.

Employers should carefuly weigh the value of
promoting good employee morale by encouraging
employees to participate in recreational activities
against the very real risk of numerous claims for
compensable employee injuries during these activities.

The generosity of an employer making a substantial
contribution to promote employee recreational and
sports activities should not result in a penalty. The
employer should not be criticized for guarding against
such a result.



General Re can help captives, risk managers
and their brokers design timely and flexible,
direct reinsurance programs that provide broad
coverages with proven long term stability.

Our captive and risk retention specialists
can help keep your company's cash flow under
control with imaginative reinsurance programs.

For timely, in-depth response and protection
when you need it most,
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Control small disasters to prevent big ones
By LEN STRAZEWSKI cuss costs and a cleanup operaticn Before and after a catastrophic may have been operating only at an industry exchange agreement

When cleanup begins, report costs loss, companies need to carefully 60% or 73% capacit> Insurers will gets mur company back into bum-
WASHINGTON-Small prop- to your accountants weekly and al- review coverage tc make sure all look at past prccuctlon experience ness before facilities are recon-

erty catastrophes can grow into bu- locate costs by function and depart- policies and layers if coverage are and future poten-Jal experience be- strueled or if rescheduling prevents
reaucratic disasters ment through purchase orders " properl, designed and unders:ood fore paying a business interruption you irom taking a loss on a missed
without proper plan- Documented, organized bills can "Mary times, policyholders, claim " order

ning, a panel of ex- speed claims paymer t from insLr- especially plant managers or plant Property and ous ness interrup- Before and after large liability
perts told Risk & In- ers, he added comptrollers, simply do not under- tion coverage rarely pays for build- losses, companies should look at the
surance Manage- "Invoices should match purchase stand the coverage problems" Mr ing upgrading, Mr Foley added, al- way coverage is layered Policies
ment Society mem- orders If they do not and the m- Foley said "Just because you haze though many non--isk managers labeled "following form" may only
bers voices were not seen by the ad- a business internption po.icy stuck with managing disaster re- follo the previous policy or may

"Most catastrophes Juster, you should nct pay the bill doesn't mean that :he insu -ance covery may believe they do not have to follow any policy at all,
start out small," ex- under the matter can be re- will fill the gapbetween the T rofits "If after a fire. for example, :he Mr Foley said
plained Jack M searched All bills should be recti- you would have earned before a company does some building im- "A risk manager should make

Rhodes, chief operating officer of fied before final restoration," ne loss anc what you are still receiv- provements during reconstruction, sure the forms are concurrent,
Factory Mutual Research Corp said ing The period of suspension of che extra work tray delay re- looking closely at the definition of
"But if you can control the little Even if bills are kept in perfect business isn't alwa>s the per. od of opening Though 1, seems like a insured under all forms, adJUst-
losses, you will avoid the big ones " order, insurers ma> try to deny indemnification longer period of mdemnity, the in- ment terms and terms of defense

A good precatastrophe plan coverage, especially if several "Also you can't use plant capae- surer's adjuster will most likely say cost payments In general, coverage
should be supported by top man- layers of insurance are being ity as a measure of the loss Some you canrot colleit for the full pe- tends to narrow as layers increase,
agement, administered by a desig- tapped, noted John W Foley, se- plant managers expect to be com- mod under a bus-ness interruption so if it's too late to change lt, yOU
nated executive like the corporate nior vp and senior claims officer of pensated for the loss of a full plant policy," te said shoLid be aware of what the forms
risk manager and backed up by Marsh & McLennan Inc capacity even when the factory Insurers will credit themselves if may De eliminating
loss-control engineers and a com-
plete insurance program, he said
But, he added, any plan should
cover at least three practical issues

• Location

• Protection

• Emergency organization
Location planning begins when-

ever a company begins discussing
construction of a new factory, of-

JAMES IS HERE
fice or corporate headquarters, ac-
cording to Mr Rhodes "Logically, PARTNERS IN PROTECTING AND MOTIVATING
a company should avoid building
on a flood plain or hurricane coast, YOUR GREATEST RESOURCE-YOUR EMPLOYEEi
in traditional tornado paths, active
seismic areas or high crime areas With employee benefits and and death benefits as well as effectively, we suggest a feasibility
That leaves out most cities and in- incentive-compensation plans :ax-qual,led retirement and study Please call your nearest
dustrial areas, so obviously there averaging more than 40 percent employee-compensation plans Fred S James office or write to
have to be some compromises " of payroll many companies are In acdltion, we continually Daniel V Malloy, D rector, James

Companies should plan the con- seeking specialized help in monitor the social, economic, Employee Management Services
struction of their buildings to cope designing, funding and adminis- and lega changes in health-care Company. 230 West Monroe
with the particular risks of its loca-
tion, Mr Rhodes advised "Look at tering their programs and industry organizations Thus, Street, Chicago, IL 60606

how far apart you are planning
James is here to help you we can advise you of the latest

your buildings In the snow belt, it with all these services and more developments In the benefit and
is wise not to put a tall building ad- Because this field, which Ltilizes compensation fields and better James
Jacent to a smaller structure The both insurance and self-insur- serve yoir changing needs

FRED S JAMES & CO, INC

snow weight on the small building ance, is so complex, James has To help you decide how to YOUR PARTNERS
will be much more than usual, in- set up a specialized team for manage /our benefits ard com- IN RISK MANAGEMENT
creasing the risk of roof collapse all forms of health, disability pensatio, lans more cost-

Member Nohonal A,50<,01,9 / *n ur:,rice Broker,
44If you are in a tornado-prone

area, you may consider putting ex- .

pensive, essential services, like a
1

computer center, in a tornado-re-
sistant building "

The inside of buildings should
also be protected Although many

4

concrete and steel structures are nf -=/4 5 '*4171 4 #ER: L../1 :

considered fire-resistant, "it's a

very rare building that doesn't re-
quire sprinklers," Mr Rhodes said

People have to run the catastro-

--/i'.
/4' r- J '

'Fi.1 '5=../-4.
phe plan, Mr Rhodes added, so

=*

emergency organization is a top
./

f

priority Catastrophe plans, includ-
f , ·. 1.1 i 7'f-Va" *

ing evacuation procedures and role f :.,Ot '2assignments, should be rehearsed
.

until employees "have a condi- .1. I I .

tioned reflex when the alarm
.

sounds They should be prepared to
respond by preparing 'what le' ex-

e i
N

erAter" alare loss, risk managers
should carefully monitor loss ac-
counting and insurance coverage to

j

1
make sure the loss does not turn

into a financial catastrophe, two
other panelists said 41& 2-6 , S* a

Hire an independent adluster, .. 74 1*

the experts agreed, and then mom- -*J *
,-5' 4 3 --1-- -tor the adJuster's work to keep

track of costs Companies need to
avoid paying more than they must
in reopering costs and avoid sup-

-1- A

Si.
r . ,>C€ 5

pliers that overcharge during a pe- /5)
mod of confusion

tf I.-I

"Catastrophe, of course, is a rela- r 0

tive term What may seem to be a 0 4 2
small loss for an insurance com-

pany may clearly be a catastrophic
loss to a small family-owned busi-

C 3»ness developed over several years
That makes it particularly impor- '6) 1\

1

tant to keep track of costs and --.

avoid charges for services not or- 4+

24 -dered by your adjuster," said Chris
Campos, president of Campos &

4.

Stralts, an accounting firm that fj.
works with independent loss ad-
Justers on catastrophic claims Cr

"After a loss, sit down with your
comptroller and accountants to dis-
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Be sure umbrella covers catastrophes: Consultant
By BILL DENSMORE

WASHINGTON-Risk managers
who worry more about the price of

an excess umbrella

liability insurance
program than the
quality of its rein-
surers or the lan-
guage of the con-
tracts may find
themselves going
bare when a catas-

trophe strikes, an ex-
pert warns.

"The price of the paper has be-
come more important than the
quality," says C.C. (Bud) Griffin,
president of Warren, MeVeigh &
Griffin, a risk management con-
sulting firm based in Newport
Beach, Calif. "I've reviewed hun-
dreds of programs and many of
them are very poorly structured
and some are outright deficient."

Mr. Griffin was one of three
members of a panel at the Risk &
Insurance Management Society
Conference on "Excess Liability:
Are Your Catastrophe Exposures
Really Insured?"

Also on the the panel were Sa-
muel Alcorn, senior vp of Bayly,
Martin & Fay International Inc. of
Newport Beach; and James A. Rob-
ertson, a senior consultant and an
associate of Mr. Griffin.

Moderating the panel were Ri-
chard C. Heydinger, risk manage-
ment director for Hallmark Cards
Inc. in Kansas City, Mo., and Bob
Ariagno, manager of insurance and
safety for United Telecommunica-
tions, also in Kansas City.

Catastrophes like the Kansas
City Hyatt Regency Hotel skywalk
collapse, the MGM Grand Hotel
fire in Las Vegas, Nev., and the
Stouffer's Inn fire in White Plains,
N.Y., have shocked the insurance
industry, Mr. Griffin said. At least
the first two have been the subject
of disputes among various insurers
over coverage.

For example, in the Hyatt col-
lapse, insurers for Hallmark Cards
Inc.,the hotel's owner, contend
they don't insure Hyatt Corp. for
an event that occurred after Hyatt
began operating the hotel. Hyatt
says it was added as a named in-
sured and is owed coverage (BI,
March 29).

According to Mr. Griffin, the
risk manager should be considering
higher limits, more skillful struc-
turing of excess prograrns, better-
quality insurers, better policy
draftsmanship and better initial
risk analysis.

He said the risk manager should
seek to avoid:

• Failure of the insured and in-

surer to communicate their respec-
tive understandings of the policy.

• Ambiguous, artless or unclear
drafting of contracts allowing dif-
fering legal interpretations.

• Use of insurers or reinsurers
that are non-admitted or with inad-

equate surplus that might not be
around when it comes time to pay a
claim.

e Inadequate or missing docu-
mentation or signatures on the pol-
icy itself, its endorsements or addi-
tions.

• Failure to clearly tell a broker
what coverage is desired.

Mr. Alcorn's advice to risk.man-
agers centered on the process of
completing an application for in-
surance. The application, he said,
should be handled with the knowl-

edge that the information it con-
tains could ultimately form the
basis of a coverage lawsuit if disas-
ter strikes and an insurer balks at

paying a claim.
"When you're filling this thing

out and signing it, it should be ap-
proached as a legal document in the
manner of two porcupines making
love," Mr. Alcorn said. "There's
one thing we can count on:

Theories of liability will arise from
every catastrophe, even when it in-
volves an act of Mother Nature."

The standard application form
that umbrella insurers use contains

general questions, but if those ques-
tions are not answered fully, the
policyholder risks having the cov-
erage canceled when he really
needs it, Mr. Alcorn said.

Whom a policy insures "appears
to be a rather clear and simple area,
yet it has led to many disputes,"
said Mr. Alcorn. He suggests a risk
manager specifically name all the
entities to be covered, down to the
second- and third-tier subsidiaries.

"What about joint ventures?" he
asks. "If you don't want to argue,
you better name it."

For franchise operations, he sug-
gested that the risk manager be
sure to explicitly state whether you

are providing excess, direct or con-
tributory coverage. Insurance pro-
vided to a managing agent operat-
ing a property owned by the in-
sured must also be spelled out ei-
ther in the insurance contract or
the management contract.

"Each contractual relationship
has to be carefully reviewed and
you have to decide if you intend to
pick that manager up or you don't
intend to," Mr. Alcorn said.

Underwriters also expect a spe-
cific listing of geographic locations
that are to be insured, especially
those located overseas.

When the application asks for a
schedule of prior losses and expo-
sure to flammables or explosives, it
is best to make a complete disclo-
sure.

"I have seen some very nasty liti-
gation develop over the failure of

an insured to disclose previous
claims or dangerous situations at
the time the policy was written,"
Mr. Alcorn pointed out. He said this
is particulary important in an era
where long-term exposures to such
environmental hazards as asbestos

can result in a manifestation claim

decades after exposure.
"Again, I don't think any of you

would enjoy having the name of
your firm conveyed all over the
press because you failed to disclose
something," he said.

Policies with differing expiration
dates in a complicated excess um-
brella coverage program involving
millions of dollars can create unin-

tended coverage gaps if they aren't
corrected or explicitly acknow-
ledged, warned Warren, MeVeigh
& Griffin's Mr. Robertson.

Language in excess policies that

conflicts with underlying policies
on coverage or named insureds
causes problems.

An excess policy should be writ-
ten to provide coverage "at least as
broad as" the underlying policy, he
said. He added that a risk manager
should check to see if an excess pol-
icy promises to "pay on behalf of"
or "indemnify" the named in-
sureds.

If it says "pay on behalf of," it
usually means any legal expenses
involved in defending a claim will
be paid by the insurer in addition to
the policy limits. If the policy says
"indemnify," it usually means that
defense costs will be included in

policy limits.
The danger in the second situa-

tion is that huge, unforeseen legal
fees will eat into claim funds, he
warned. •
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Panel should select brokers: Risk manager
By LEN STRAZEWSKI

WASHINGTON-Use a manage-
ment panel to help choose your

broker and avoid

charges of favorit-
ism, advises Gary
Toms, director of
risk management for Intel. Corp. in SantaClara, Calif.

Mr. Toms told

Risk & Insurance

Management Society
members at the group's annual con-
ference that his broker review and

selection technique, using a team of
middle managers, also pays back in
internal corporate relations.

"Dale Carnegie said that if you
ask someone for a favor, you have a
friend for life," Mr. Toms said. "It
works. The panel gets io know you

and the risk management depart-
ment, and you get to take advan-
tage of their particular skills and
expertise."

Mr. Toms chooses. representa-
tives from his company's legal, per-
sonnel, finance and purchasing de-
partments to participate in the bro-
ker selection process, which can
take several months.

The legal and finance depart-
ment members have obvious roles,
he said. The finance department is
closely involved in risk funding,
and the legal department has ex-
pertise with liability issues.

"The purchasing department is
experienced in dealing with and
evaluating suppliers of various
sorts, and the personnel depart-
ment is always interviewing new
people. A member of the personnel
department brings both employee

benefits expertise and experience
and instincts in evaluating people."

Intel, a Silicon Valley electronics
firm with $800 million in annual
sales, uses four brokers to market
various parts of its $2 million insur-
ance program.

Brokers are reviewed every
three years and corporate risk
management policy mandates that
the company go through its selee-
tion process every six years even if
broker performance has been satis-
factory, Mr. Toms said.

Brokers, however, can be dis-
charged at any time if service is
unsatisfactory.

Brokers that want to compete for
Intel risks are given four 3-inch
binders of background information
on the company and its products
and one month to study the data,
Mr. Toms explained. The brokers

may also schedule a two-hour ses-
sion with the risk management de-
partment to discuss the information
and ask questions.

The competing brokers may not
test-market risks based on the in-

formation they are given and may
not discuss the information with
anyone but the risk manager. Com-
panies that violate the rules are eli-
minated from the process.

At the end of one month, brokers
submit written proposals, which
are evaluated by the panel.

Brokerage staff members who
would be assigned to the account
are allotted two hours to present
their proposal to the committee.
The competitors cannot import bro-
kerage executives from other of-
fices to help.

"We don't want some sales exec-

utive from New York to carry the

A leading insurance executive discusses
safety andthecompany plane.

John W Btrnnan, Plesident of U. S. Aviation Undeneriters,
Americal lamest insuler Of colporate airraft.

if
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iisiness aircrdt have never been built

better- and safer- than they are to-
day. However, due to the complexity
and high performance of these
planes, pilot training is something

every company must think about.
f'Nine out of every ten aircraft accidents

have pilot-related causes. We strongly urge
our policyholders to set up regular refresher
training programs using simulators that repre-
sent their exact make of aircraft.

Blot training is critical

"I insist that the pilots who fly our own com-
pany jet take simulator training twice each
year- the same as airline pilots. We do our
training with FlightSafety International.

"Our experience shows that simulators
are the safest possible training environment.
They enable pilots to practice and perfect all

normal and emergency procedures under
controlled conditions. The alternative of

training in the aircraft is hazardous and
incomplete- in addition, it wastes fuel.

Simulators: the safety factor
lirpically, the cost of refresher training for
two pilots is less than the cost of one back-up
flight instrument. That should be a worth-
while investment for any company."

 FlightSafety Internationa:® offers simulator training programs fi,r al-
• most every type of jet and turhoprop business aircraft. For nic,re
: in,rmation send this coupon or call Jim Waugh, MR Marketing at
: (212) 565-4120 collect.
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: Name •
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.

 Gimpany .

: Addre-
..

: Fin' Sr.re :
Phone •

i Aircraft Ti'pe :
.

: Mail to: FlightSafety Intematknal, Marine Air Terminal. Dept. U-5, :
: LaGuardia Airport, Flushing, N.Y. 11371

1 FlightSafety I
: international

proposal into us. We want to talk to
the people we will have to work
with," Mr. Toms said.

From the presentations, the
panel evaluates the brokers accord-
ing to a list of criteria designed and
weighed by the risk manager and
two finalists are chosen.

"The two finalists are then al-
lowed to compete directly on one
aspect of our account using the
same specifications that we have
designed. They are allowed to es-
tablish protected markets that they
may want to quote by alternately
choosing insurers they think would
be interested. We flip a coin to see
who gets first choice," he said.

Then the finalists have two
weeks to bill the order. The broker

with the best price and service
package wins.

Although the selection process
seems long and complex, Mr. Toms
said the rewards are worth the ef-
forts "The brokers know they are
being treated fairly and no one can
charge that we choose our brokers
by historical accident or golf
score." •

Be candid

about needs,
broker says

WASHINGTON-Go insurance

shopping with your brokers if you
want, but let them do the haggling
over price, a broker says.

"It's important to be completely
candid with your broker," Thomas
W. Shepard, vp of Marsh &
MeLennan Inc. in Boston, told
members of the Risk & Insurance

Management Society here last
week.

"Before he can market your risk,
he needs to know your feelings on
self-insurance, retention levels and

what kind of input your corpora-
tion expects," he said.

"For example, do you have a
general counsel that wants to retain
control of claims defense? Many in-
surers will not allow you to handle
your own defense."

The broker and risk manager
also should decide early whether
the risk manager will participate in
marketing the risk. Mr. Shepard
thinks it is a good idea.

The broker advised that risk

managers accompany brokers on a
personal tour of of six to eight key
underwriters and help choose pros-
pective insurers.

Then the risk manager and bro-
ker should limit the field to only
two or three quoting insurers.

"Once you and your broker de-
cide who will quote, the broker,
with your input, should write the
specifications and return to the un-
derwriter to talk price. The un-
derwriter should be given a timeta-
ble and told when a quote is ex-
pected," Mr. Shepard said.

It's important that the broker
control presentation of risk specifi-
cations, he noted, because sales-
manship is the key to attracting the
attention of the underwriter. The

broker may decide to have the risk
specifications printed and bound in
leather, just to catch the un-
derwriter's eye.

"It may sound silly, but eye ap-
peal is important, and with the
right underwriter, a $100 invest-
ment could save thousands," Mr.
Shepard said.

The risk manager can also help
sell the company to underwriters,
however.

"If your company manufactures
a non-offensive product, don't be
afraid to give a sample to the un-
derwriter. The more he knows, un-
derstands and likes your company,
the better you will do in the mar-
keting process," he said. •
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Since California's law went into non-massive injury cases as well as
massive, Mr. Davis said.

effect about three years ago, 420 re-
WASHINGTON-The number habilitation vendors have "cropped

"The medical manager can be a
Contact Main Office: 2307 Railroad Avenue

tion vendor, but remember that the , Spring Lake, N.J. 07762of catastrophic worker injuries not up," he said.
claims staff adjuster or a rehabilita-  Fees, contract proposals and resum45 on request

(201) 449·1600receiving cost-con-
"Is your claims company or in-

trol attention is be- surer ready to meet the challenge
rehabilitation profession is con-
trolled by the bell curve just like

ginning to create a of selecting the proper company?"
reserve problem, he asked the risk managers attend-

any other field of endeavor," he 46 Bayard St.
1 So. New York Ave.

says one major rein-
ing the session. said.

New Brunswick Attanticity-
surer

Using the proper medical man-
"That is, 25% are very good, 25%-

ager on a serious injury case can be are very bad and the other 50% are
the key to saving many dollars on

mediocre.""I wonder how
many of you are
aware of the actual
number of these

cases we have facing us, plus the
life expectaney that has been pres-==«33-sistant secretary with the Amen-
can Re-Insurance Co.

trolling workers compensationcosts at the Risk & Insurance Man-
agement Society Conference.

"I represent just one company
and my diary of cases includes a
total of 530 spinal cord and brain
stem injury cases," Mr. Davis said."Other reinsurers have their fair
share, too, so you can see that we
are dealing with a sizable expo-
sure," he said.Self-insured and insured ern-
ployers should be responsible for
helping to control the payments for
catastrophic injuries, he said.

Risk managers can assist the
cause by placing their business
with a service company or insurer
that does more than just give lip
service to cost control, he said.

Just 24 years ago, the American
Medical Journal conducted a study
on paraplegic cases that showed the
average life expectancy was 47.7
months-a sharp contrast to today's
projection for a 26-year-old para-
plegic injured on the job. That per-
son can expect to live 47.7 years,
said Mr. Davis.

"Originally, the spinal cord in-
jury and brain-stem patient did not
present a financial threat to the in-
surance industry because the pa-
tient simply did not live," he said.

"But as medical advances kept
the patient alive, the natural sequel
was a cost factor that never existedbefore. That is, a costly mainte- 
nance status," he added.

Thankfully, rehabilitation has
taken the patient "beyond mainte-
nance," Mr. Davis said.

"Paraplegies are trained to be
completely independent in activi-tf51324in numbers, quadraplegics are
sometimes reaching amost com-
plete independence," he said.
for a paraplegic to as little as $500
per year and often the employee
can return to work, he said.

"I urge you to take heart when I
say the medical and lay forces are
out there working on the problem."But, it is estimated there will be
15,000 new spinal cord injuries suf-
fered by workers on the job this
year, he warned. "Just eight years
ago, there were only half that
number. On top of that number,
we're estimating an additional
15,000 head injuries will occur in
1982," he said."The question you must answer
for yourself," he said, "is whether
or not your claims people are in-volved in cost control and rehabili-
tation and know how to take ad-
vantage of what's out there."

Employers, he predicted, will seean acceleration of rehabilitation ac-
tion in the future, particularly
within workers compensation laws.

"Florida, Georgia, California and
Minnesota now have mandatory
laws which, in various ways, dic-
tate that the employer must pro
vide rehabilitation to an injured

,___.„v. n.vicsaid.
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specific contact Jim Kellogg. Vice President. at 731 M.For more information have your agent or broker
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No ond ever said managing risk was a high visibility Job
About the onty way foryouas risk manager to make people

sit up and take notice is to show them that what you do has a very
positive effect on the bottom line Basically, that means minimizing
losses through effective risk management.

That's where we can help.
REINSURANCE

St. Paul Risk Services provides professional risk manage
.

ment programs for organizations considering self-insurance or PROPERTY CASUALTY
already actively involved,n a self-insurance program Well trained Excess of Loss & Pro Rata Excess of Loss
consultants offer a full range of management services, indudiig Treaty and Facultative
cash flow programs and captiveinsurance planning, claimadrrun- Treaty and Facultative
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Social Security benefits to increase 7.4%
By JERRY GEISEL

WASHINGTON-Social Secu-

rity benefits are going up again, but
the increase won't be as large as in
previous years.

On July 1, monthly benefits will
jump an average of 7.4%, or $27, the
Social Security Administration re-
ports.

That 7.4% increase is down

sharply from the July 1981 rise of
11.2% because inflation has eased.

The latest Social Security benefit
hike is based on the difference in

the Consumer Price Index during
the first three months of this year
and the first three months of 1981.

With a 7.4% increase, the average
monthly benefit will rise to about
$401 from $374. At the same time,
the total annual Social Security
payout will climb to about $155
billion from $144.6 billion.

In a related matter, hospital ad-
ministrators are making hasty de-
cisions by opting out of the Social
Security program, says Health and
Human Services Secretary Richard
Schweiker.

Leaving the program harms both
the public and employees because it
'undermines" confidence in the

system, Mr. Schweiker said.
The Social Security Administra-

tion has received about 270 requests
from non-profit hospitals to with-
draw from the public retirement
program.

Under the Social Security Act,
non-profit organizations and local
and state governments can with-
draw from Social Security after a
two-year waiting period.

Mr. Schweiker said he hopes that
some of the hospitals will change
their minds before the two-year
waiting period expires.

While private pension plans may
cost less, they cannot provide bene-
fit portability for employees who
change jobs or increase benefits to
match the inflation rate, two key
features that Social Security offers,
Mr. Schweiker said.

Tort reform bill

A federal product liability law
that would pre-empt state tort laws
is necessary, an influential Califor-
nia congressman says.

"The interstate character of the

manufacture and distribution of

products necessitates a clear, uni-
form (federal) law," said Rep.
Henry Waxman, D-Calif., who
plans to introduce such a bill. Two
others already have been intro-
duced.

Speaking before a product liabil-
ity conference sponsored by the
National Legal Center for the Pub-
lit Interest, Mr, Waxman, chair-
man of the House Health and En-

vironment subcommittee, said a

federal bill should clarify manufac-
turers' defenses in cases where

products are altered or modified.
In addition, old products should

not be judged by today's standards,
but by those prevailing at the time
of their manufacture or date of

sale.

While Mr. Waxman said manu-

facturers should be given a
stronger defense against liability in
cases involving products that are
more than 10 years old, he rejected
an absolute liability cutoff based on
the age of a product.

"I would not include in federal

legislation a statute of repose which
absolutely bars a suit," Rep. Wax-
man said. "Statutes of repose, no
matter how carefully crafted, also
invite ridicule by barring meritori-
OUS suits."

Agent Orange study
The Reagan administration is

moving forward to discover the
possible health hazards posed by
exposure to the herbicide Agent

washington
Orange.

·The science panel of the White
House Agen: Orange Working
Group has approved : pilot study,
.he last preliminary step before
.aunching a massive survey of
18,OIC Vietnam vererans who may
have been exposed to Agent Or-
ange during their tours of duty.

"Results (of the survey) are ex-
pected to provide the administra-
lion with policy guidance for action
and possibly new legislation, if
warranted," said Secretary of
Health and Human Services Ri-

chard Schweiker.

Otner research efforts coordin-

ated by the Agent Orange Working
Grot-p include:

• The so-called Ranch Hand

Study, in which the health of 1,200
Air Force personnel who sprayed
Agent Orange on the Vietnamese
countryside will be compared w.th
the health of 1,200 Air Force mem-
bers who did not participate in the
Agent Orange missions. Prelimi-
nary results are expected in 1983.

• A study by the Centers for
Disease Control in Atlanta that u·ill

use a registry of 7,500 children with
birth defects to determine if expo-
sure to Agent Orange increases the
risk of fathering children with
b.rth defects. The study is expected
to be completed by September 1983.

Between 1965 and 1911, the Air

Force dumped about 12 million gal-

ions of Agent Orange to destroy
jungle cover.

Military personnel who served in
Vietnam claim exposure to Agent
Orange has led to a variety of disor-
ders including rashes, personality
changes and birth defects in their
children.

Thousands of those veterans are

now suing the major manufacturers
cf Agent Orange. The outcome of
the federal government's research
efforts could have a major effect on
the outcome of that litigation.

Longshore Act
A construction company and its

insurer have asked the Supreme
Court to review an appellate court
decision that said under the federal

Longshoremen's and Harbor
Workers' Compensation Act, bene-

Scottish &York
ushers in the dawn

of a newdecade

fits must be considered as wages
when calculating a workers com-
pensation award.

Both Morrison-Knudsen Co. and

Liberty Mutual Insurance Co. have
asked the high court to overturn
the decision by the U.S. Court of
Appeals for the District of Colum-
bia.

In that ruling, the appeals court
said if the cost of benefits received

by an employee can be identified
and calcilated, they must be in-
cluded in the average week.y wage
on which the workers compensa-
tion award is based (BI, Feb. 8).

The appellate court ruling is a
radical departure from the EO-year-
old method of basing workers com-
pensation tbenefits on wages only. If
upheld, the appellate court ruling
could sharply increase work comp
Costs. I
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to underwrite unusual risks; an expanding network of regional

and service offices; and support services rarely matched in todays
markets. We invite you to share with us the opportunities of tomorrow.

 Creative excellence in product development
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Richardson/TX 214/234-1079

Studio City/CA 213/508-5311
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.



56 / business* insurance, May 3, 1982

Paton named risk manager at Insilco Corp.
Richard R. Paton has joined In-

silco Corp. in Meriden, Conn., as
- director of risk

5- ' new position,
. B Mr. Paton will

I &* 4 be responsible
'· 0 1 for the com-

1 0 "" / Pany's risk and
4 i.r insurance pro-

grams. He for-
i r,//A ty- merly served as
K. "m 1 m risk rnanage-

Mr. Patcn ment ccordina-

tor with Pratt &

Whitney Aircraft Group of United
Technologies in East Hartford,
Conn. Prior to that he served in the

property/casualty special accounts
marketing department in the Hart-
ford and Boston offices of The
Travelers Insurance Co. He re-

ceived a bachelor of science degree

comings & goings: buyers
in marine engineering from the
Maine Maritime Academy in Cas-
tine, Maire, and master of science
in engineering and master of tusi-
ness administration :legrees from
Rensselaer Polytechnic Institute in
Troy, N.Y. He is also the program
chairman of the Risk & Insurance

Management Society. Mr. Paton
will report to John .4. McLendon,
exentive vT

***

Great Northern Nekoosa Corp.
in S-amford, Conn., has promoted
John Slattery and Sibyl McBride
to newly created pcsitions in the
company's cempensation and bene-
fits department. Mr. Slattery, 36, is
now senior benefits administrator,

Ves:em Employentn #,Incetimpany

0:.39999 12 b.·81 (6431280-1254'

M'6Z31, 1,*
San Jose. Ca 15121

nardling all of the zompany's and
.ts subsidiaries' benefit plans. He
nas held cash management posi-
=ions at the comp.ny since 1972,
anc he was previoL sly employed at
F'epsico Inc. in Purchase, N.Y. Mr.
Slattery received a bachelor of sci-
ence degree in finance frcm Syra-
2.use Universiry. Ms- MeBride, 33, is
now senior personnel adninistra-
tor In addition to recruiting and
salary administrati:·n, Ms. McBride
is also responsiblf for employee
benefits orientation. She has held

employee relations positions with
Union Trust Bank En Stamford and

Butterick Fashion Marketing, a di-
vision of American Can Corp. in
New York. She received a bachelor

No BOO 21112

72 1' 81 ]PA¥ EXACtLY $-35410

000>205 2* 4:12n0000 31:C 28 962 94*

of arts degree from St. Lawrence
University. Bo-h report to Ronald
J. Rakowski, compensation and
benefits manager.

***

Michael A. Marra, 4C, has been
appointed benefits counsel at the
Lexington, Ky., office cf Ashland
Oil Inc. In hi: new position Mr.
Marra handles legal matters af-
fec-ing the ecmpany's employee
berefit plans. He also served as
bet:efits comp. iance manager and
pla 1 administrator for Carborun-
cum Co. in N iagara Falls, N.Y., and
was a member of the law firm

Phillips, Lytle, Hitchcock, Blaine &
Huber in Buffalo, N.Y. He received

z bachelor of science degree from
:he U S. Naval Academy in Annap-
:,lis, Md., and a juris doctor degree
Erc -n the State University of New
York in Buffalo. He replaces

David Schroer, who is now with
Phillips Petroleum Co. in Bartles-
ville, Okla. Mr. Marra reports to
Henry K. Benson, director of per-
sonnel and services.

***

Terry R. Moulder, 34, is the new
property and risk manager at Tele-
flex Inc. in Limerick, Pa. Mr.
Moulder supervises loss prevention
and property/casualty coverage for
the company. He most recently
served as the risk management
director for Jones Motor Co. in

Spring City, Pa., and also worked
in the claims department of Liberty
Mutual Insurance Co. in Philadel-

phia. Mr. Moulder received a bach-
elor of science degree from La Salle
College in Philadelphia. He is sec-
retary of the Delaware Valley
Chapter of the Risk & Insurance
Management Society and is secre-
tary of Delta Dental of Pennsylva-
nia's board of directors. He reports
to John F. Schoenfelder, Teleflex's
secretary/treasurer, and succeeds
A. Walter Lukens, who died re-
cently.

***

The Metropolitan Government
of Nashville and Davidson County,
Tenn.,has appointed Janis D.
McCormick, 35, assistant director
of risk management. She will assist
in supervising the government's
self-insurance and insurance cov-

erage, claims and employee safety,
as well as office management. Ms.
McCormick held positions at Jack
Brandon Insurance Agency and
Carroon & Black Corp., both in
Nashville. She attended Cumber-

land College in Lebanon, Tenn. Ms.
McCormick reports to Robert L.
Sinclair, director of the department
of risk management.

We'd like to report on staff changes in
your risk management or employee
benefits department. Just d,op a note
to Sallie Drury, Editorial Assistant,
Business Insurance, 740 N. Rush St.,
Chicago, IN. 60611, or call 312-649-
5398.

GRE to lead

Law Society's
liability cover

LONDON-Guardian Royal Ex-
change is replacing two Lloyd's of
London syndicates as lead un-
derwriter for the British Law So-

ciety's professional liability cover-
age.

Although GRE plans to increase
the rates charged to Law Society
members by 26% in September, the
society accepted the bid because it
is "substantially below" the rate
that the two Lloyd's syndicates-
the G.N. Rouse and the Frank Bar-
bar & Others syndicates-offered
in light of the plan's poor loss expe-
rience.

The 21,500 solicitors covered
under the scheme will have to pay
premiums ranging from 1,000
pounds (about $1,870) to 1,300
pounds ($2,431) in the 1982-83 pol-
icy year, compared with about 310
pounds ($580) when the plan was
begun in 1975.

The Law Society pays about 20
million pounds in annual premium
for the coverage.

"The effect of inflation and the

deterioraiing claims record meant
inevitably that all the quotations
received from Lloyd's and the com-
pany market involved an increase
in total premium requirement. But
the Guardian Royal Exchange
quote was substantialy below all
others, including the present lead
underwriters," the society said.

The switch is significant because
Lloyd's underwriters have led the
risk since it was begun seven years
ago. .
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(&H names Edwin Knetzger president
Edwin L. Knetzger Jr. has been

named president of Johnson &
Higgins in New York.

Mr. Knetzger succeeds Robert V.
Hatcher. Mr. Hatcher, as pre-
viously announced, was named

1 chairman. He also will continue to
serve as chief executive officer of
the privately held brokerage com-

, pany.

Mr. Knetzger was formerly head
of J&H's Philadelphia office. He

5 also spent 11 years at Prudential
Ihsurance Co. before joining John-
son & Higgins in 1959.

Mr. Hatcher replaces former
Chairman Richard I. Purnell,

i who retired last year.
Other agent/broker changes:
B. Michael Schlenke named

president and chief executive offi-
cer of Alexander Howden Group
U.S. Inc., a subsidiary of Alexander

Few sign up
for IRA plans,
study shows

LINCOLNSHIRE, Ill.-More

employers are setting up payroll-
deduction Individual Retirement

Account programs for their em-
ployees but few workers are sign-
ing up, according to a recent sur-
vey.

Just 4% of employees at 12 com-
panies that recently established
IRA payroll-deduction plans
agreed to make contributions to the
IRAs, according to Hewitt Associ-
ates, a Lincolnshire, Ill., benefits

consulting firm.

Participation in the IRA pay-
roll-deduction programs ranged
from 1% to 10% of eligible employ-
ees among the companies Hewitt
surveyed.

But several of the companies be-
lieve that participation rates will
climb sharply as more employees
examine the new retirement sav-

ings option.
Payroll-deduction IRA programs

were made possible by the Eco-
nomic Recovery Tax Act of 1981,
which allows employees to make
tax-deductible voluntary contribu-
tions to an IRA of up to $2,000 a
year. And some employers, like the
dozen that Hewitt surveyed, want
to make it easier for their employ-
ees to take advantage of the IRA
option by offering investment op-
portunites through payroll deduc-
tions.

One East Coast company, where
less than 2% of 10,000 employees
joined a payroll-deduction IRA
program the firm set up last month,
says that as many as 20% to 30% of
employees eventually will partici-
pate.

One Midwest-based company
reports that less than 1% of its 5,000
employees are participating in its
payroll-deduction IRA program.
However, the company says a
"wait-and-see" attitude is the rea-

son for the low employee participa-
tion rate.

Companies that have set up pay-
roll-deduction IRA programs are
offering their employees a wide
range of investment options, ae-
cording to the Hewitt survey.

For example, one Midwestern
company permits employees to
choose from amomg 12 IRA funds
Most companies offer between six
and nine IRA investment choices

Hewitt says.
One East Coast company re-

ported in the survey that adminis
tration of its payroll-deduction IRA
program is burdensome. But other
firms said they were happy they set
up such programs because of the
"good will" they offered to employ
ees. •

comings & goings: industry
Howden Group Ltd.

Also, William Isom named resi-
dent vp for the Dallas branch of
Alexander Howden Insurance Ser-
vices.

Michael J. Burica promoted to
vp and Midwest regional coordina-
tor of Reed Stenhouse Interna-
tional Inc.

It.C. Hug Jr. joined E.H. Crump
Cos. Inc. in Memphis, Tenn., as vp.
Mr. Hug will be responsible for the
Crump-affiliated property/casu-
alty insurance agencies in devel-
oping and marketing new insur-
ance programs.

Mr. Hug was previously em-
ployed as president of Corroon &
Black of Memphis.

4

Insurers

Arthur Phillips joined The
Home Insurance Cos. in New York
as senior vp responsible for all cas-
ualty underwriting operations. He
was previously vp at American In-
ternational Group Inc. Also at The
Home, Fouad A. Mina promoted
to senior vp with responsibility for
Association Marketing, a trade and
professional association, franchise
owners and risk retention pools
unit. He will retain his duties as the

head of the The Home's risk man-

agement services department. Mr.
Mina has been with The Home
since 1977.

James H. Schaarsmith ap-

:

f :
3

pointed regional vp and manager of
the Zurich-American Insurance
Cos. special risk regional office in
New York. Mr. Schaarsmith was
most recently with Liberty Mutual
Insurance Co. in New York.

Gerald L. Geers promoted to ex-
ecutive for central states operations
for Fireman's Fund Insurance Cos.
in San Francisc6. He was pre-
viously the Chicago branch man-
ager. Mr. Geers succeeds Robert B.
Thomas who is retiring.

Christian R. Jensen named se-

nior vp for the group underwriting
and trust division at Central Re-
serve Life of North America Insur-

ance Co. in Berea, Ohio. Prior to as-
suming this newly created position,
Mr. Jensen was vp of group admin-
istration at Security Benefit Life
Insurance Co.

Andrew S. Frazier elected se-

nior vp of finance of Westco Insur-
ance Group in Ramsey, N.J. Mr.
Frazier was most recently a senior
vp and member of the board of
Schroder Capital Management Inc.

Reinsurers

Three were promoted at Armco
Reinsurance Managers Inc. Juan
F. Roman named vp of marketing.
He was previously a senior un-
derwriter with Armeo Financial
Services Group's Latin American
office. Michael S. Hanuschak

, named vp of property under-
writing. Mr. Hanuschak was a
property underwriter in the Latin
American office. Harold Stewart

named vp of casualty under-
writing. Mr. Stewart was most re-
cently facultative underwriter at
the Coral Gables, Fla., office. .

.a .. .0 0 .

-
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Rate cuts put mass-marketing efforts on hold
Continued from previous page

The mass-marketed packages in-
clude extras because the policies
are tailor-made for the industry,
explains Charles Rinehart, senior
vp for Fireman's Fund Commercial
Group and president of Famex, the
insurer's mass-marketing arm.

A broad and tailored policy de-
sign tells potential policyholders
that the insurer knows something
about the industry and has made an
investment in the market, he says.

At least one mass-marketing group,
Famex, actually trains its agents and
brokers directly in the special expo-
sure of a targeted industry.

That shows a commitment to the
industry, the mass marketer says.
When rates begin to rise and cover-
age for some industries becomes
hard to get, the insurer and mass-
marketing group it owns or spon-

sors will still be selling coverage to
the industry it had invested time
and effort in.

Commitment to an industry and
willingness to continue coverages
and rating structures over the long
haul is perhaps the most important
sales tool used by agents currently
selling mass-marketed programs.
It's also a reason why many agents,
even those who are not now selling
a large volume of association plans,
believe mass marketing is going to
be a major industry force.

"When the war is over, busi-
nesses will look at past perfor-
mance (when chosing insurance),"
says Stephen A. Warner, executive
vp for Ulrich Voorhees Warner As-
sociates in Somerset, N. J., and a
Famex member.

Mass marketers now have a
track record for coverage in many

industries; they're no longer the
new kid on the block. They have
an advantage over insurance com-
panies that have recently entered
markets in search of premium dol-
lars that don't have a lot of experi-
ence with that type of coverage,
adds Stephen Jackman, president
of Seitlin & Co. in Miami, who like
Mr. Warner is a founding member
of Famex.

About 6% to 8% of Seitlin's $18
million annual premium volume
stems from Famex products, Mr.
Jackman notes.

But volume and commission is

not the whole value of the agency's
Famex relationship, he says.

Seitlin has received another val-
uable asset from the mass-market-

ing group: "They taught us disci-
pline," he says.

Before signing a Famex contract,

the Seitlin agents "were typical" of
most of their counterparts around
the country, Mr. Jackman relates.
"We weren't soliciting agents" who
spend the lion's share of their time
out in the field, he explains.

Famex taught the agents to go
out selling. "We're really a cross
between an independent agent and
a direct writer now, but more like a
direct writer."

Unlike their mass-marketing
competitors, Famex contractually
requires agents to follow up on the
programs they solicit, Mr. Warner
says. The mass marketer can then
guarantee the association that all
members have been contracted.

Under other mass marketers'

structures, there's no guarantee
that all association members will be

contacted by an agent, he says.
In return for signing a rather
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strict contract agreeing to contact
all leads furnished by Famex, the
more than 200 member agents are
guaranteed exclusivity. Famex will
only market its products through
those agents, Mr. Rinehart says.

Because of the Famex contract,
"we've grown to be a marketing
company," Mr. Warner says.
"There have been a number of ac-

counts (that started as Famex leads)
that we got because we constantly
followed up."

Not all groups maintain that
close of a relationship with their
agents. Marketpac, for example,
will work with non-Marketpac
agents if individual businesses so
request, according to Raymond T.
King Jr., the group's executive vp.

For example, if Marketpac offers
a program for garden nurseries and
receives the association endorse-

ment, the association may send out
a mailing to all members announc-
ing the program, Mr. King says.

Marketpac also sends a kit with
the necessary information about
the nursery package to its member
agents. "We suggest our agents con-
tact leads within 48 hours," Mr.
King notes.

Marketpac also continues to pro-
mote the program directly to the
nursery owners. So, a member of
the association may direct his or
her agent to get a quote from the
insurance company sponsored by
the association, Mr. King says.

Marketpac will then work with
the designated agent on the cover-
age. If no agent is specified by the

Mr. Rinehart

potential policyholder, the Market-
pac agent continues to solicit the
coverage until the client specifies
preference for another agent, he
adds.

Marketpac actually places more
business through non-member
agents than through its more than
300 members. "About 65% of Mar-
ketpac's clients want their own
brokers," Mr. King notes. "We feel
strongly about letting the consumer
specify whom he wants to do busi-
ness with."

Most mass marketers and their
agents note that the strength of the
association can make or break a

project. On one hand, a strong asso-
ciation that its members trust can
be the strongest selling point for an
agent that has the association's
backing.

On the other hand, if an associa-
tion doesn't have much clout with
its members or it doesn't throw its
weight behind the insurance pro-
gram, the mass-marketed coverage
may just be another non-distinctive
insurance policy to choose from.

An industry with a weak associa-
tion, however, will not destroy all
chances of sales, mass marketers
say. Marketing Management Inc.
has found a way to reach those in-
dustries (see story, page 58E).

But agents can't sit back and let
associations do all the selling either,
agents say. The association backing
is just a foot in the door.

"You can't lose sight of the cus-



tomer," Mr. Jackman notes. "You
have to sell yourself and make (the
association member) your cus-
tomer." You have to replace the
agent who sold the client his insur-
ance in the past and, with luck, sell
as many other lines of coverage as
possible to a client picked up
through an association plan.

Many agents note that they
added to their workers compensa-
tion and personal lines business
through their association contacts..

Since. associations play such an
important role in the success or
failure of a mass-marketed effort,
some industry sources charge that
kickbacks and endorsement fees
run rampant through the business
as· the group packagers compete for
sponsorship. Government regula-
tions, however, forbid rebating for
association help in property/casu-
alty lines.

Mass-marketing group principals
say they don't reward associations
for successful mass-marketing ef-
forts, but they will, however, rent
membership lists and participate in
association functions.

One mass marketer warns that

solicitors be wary of groups looking
at the insurance as a money-mak-
ing proposition.

A mass-marketing company may
want to reimburse an association
for advertising expenses, notes Ste-
ven Williams, executive vp of oper-
ations for Marketing Management
Inc. "But if (association executives)
start asking about commissions
right away, walk out the door.
They're going to be more trouble
than they're worth."

Mass marketers are also elimin-

ating the use of their own member
agentsin developing coverage.
MMI, for example, has historically
used its agents to help design pro-
grams for associations they know,
but that's changing slowly, accord-
ing to President Ken L. Williams.

"Instead of reacting (to members'
efforts to reach associations), we
need to be identifying industries
for potential programs," he com-
ments.

MMI has started to use its own

staff to do more marketing re-
search, Mr. Williams says. "We're
picking our own shots and finding
where insurance problems exist."

MMI staff members haven't

taken over all of the investigation
into new opportunities, however.
For example, Jim Ferrer, nnanager
of Ferrer & Associates Insurance

Services in San Francisco, is putting
the finishing touches on two new

Mr. King

association programs.
Mr. Ferrer discovered the indus-

tries' need for a comprehensive
package to solve specific problems
in working with individual indus-
try members, he notes. He ap-
proached MMI with the groups and
made initial contacts with the asso-

ciations. New MMI programs will
soon blossom from the efforts.

Rewards for efforts by members
like Mr. Ferrets can be substantial,
depending on the success of the
program. Originating agents
usually receive about 1.5% commis-
sion for all business written for that

program.

Commissions for originating
agents differ among the various
mass-marketing groups. Famex

agents that originate programs may
just make initial contact and let
Famex staff follow through. For
that, those agents get a finder's fee.

With other programs, members
stay involved until the program is
developed, similar to MMI's system.
And like MMI agents, they receive
a small commission on all policies
written for the industry, in addi-
tion to commissions on policies they
personally sold.

Commissions on mass-marketed

programs range from less than 10%
to 15%. The actual commission

usually depends on how much ef-
fort a program requires.

Some MMI programs are ser-
viced more heavily by the mass-
marketing group's staff than by the
agents. Under one groupplan, for
example, MMI gets a quote pre-
pared on a business before the
agent gets the prospect. For those
policies, agents receive 10%. On
other business, when agents re-
ceive leads but make the initial

contact, commissions range up to

If (association executives) start asking about
commissions right away, walk out the door.

They're going to be more trouble than
they're worth,' Steven Williams says.

13% of premium.
Mass marketers generally push

the need to follow up on leads and
in some cases, such requests fall on
less-than-enthusiastic ears.

Turnover rate among members
of mass-marketing groups varies
among the groups. Famex, on one
hand, has a turnover rate of less
than 10%, according to Mr. Rine-
hart.

On the other hand, Marketpac
does more replacing agents "than
anything else," Mr. King notes. The
group spends a lot of money adver-
tising, he says, actively soliciting
members and advertising that its

groups are open, allowing non-
Marketpac agents to sell its pro-
grams.

Marketpac adds agents until all
territories are filled-about 300

agencies. "Agents join and for any
number of reasons don't follow

through," Mr. King notes.
A lack of enthusiasrri can be da-

maging to a mass-marketing effort,
he adds. "Lack of participation is
what draws down this program."

The drain, however, hasn't
caused a major problem for Mar-
ketpac. Sales have jumped to $38
million last year, from $1 million
two years earlier, Mr. King notes..It

uum,#ess inauTance, May 6, 196Z / DaU

is predicting another hugeleap in
1982, with expected sales to hit $65
million.

Enthusiasm for mass-marketed
programs, both among associations
and many agents in the insurance
industry, accounts for much of the
sales increases, Mr. King says. Mass
marketing is going to continue and
increase its strong showing, he em-
phasizes, echoing others in the in-
dustry.

Some,agents and mass-market-
ing principals are looking even be-
yond the time when current mar-
ket conditions become less competi-
tive and rate-slashing abates. Indi-
vidual contact will become a thing
of the past, they say, particularly
for smaller commercial accounts
and personal lines. Computers will
take over, selling the packaged
plans to fill insurance needs.

And agents with that foresight
want to get in on mass marketing
before it takes off. They want to be
on the other end of those computer
terminals. .

The future of your client's
construction project could depend
onwhatyoudotoday.

The difference between
success and setback. profit
and loss can sometimes rest
with one decision.

That's why it's important
for you to remember the Project
Insurance Policy from Schinnerer
when you're putting together the
insurance package on your client's
next construction project. It is
the obvious solution to one very
important problem your client
must face as a project owner:

Adequate professional
liability protection for the design
team on your client's next project.

5028 Wisconsin Ave . N W
Washington. 0.0 20016
(202)686-2850

i Features including coverage
for the entire design team for,the
duration of a project and beyond.
at limits up to $75 million-all
thraugh CNA-mean our Project
insurance doesn't leave the
imp6rtant matter of your client's
insurance protection to chance.

Twenty-five years of
experience in Architects' and
Engineers' Professional Liability
Protection go into our Project
Insurance Policy.

So this decision should be
easy-Call us fora quote.

303 East Wacker Drive 40 Wall Street
Three Illinois Center New Ydrk. N.Y. 10005
Chicago, Illinois 60601 (212) 344-1000
(312}565-2424 -__ - -__ -_-1_

595 Market Street
San Francisco. CA. 94105
(415) 495-3444

Coverage for this program is provided by
Continental Casualty Company, one of
the CNA insurance companies.

VKtOrO

Scninneier
LCompary Inc.

The first is sti# the best

Program Administrators &
Underwriting Managers *,...... 4 C

0



58D / business in:urance, May 3, 1982

Big brokers' mass-marketing efforts small
NATICK, Mass.-Independent

agents needn't worry that the big
, brokers will try tc steal :heir mass-

marketing business.
At a time when national brokers

rank at the top o. virtually every-
one's list of threats to independent
agents. mass marketers can breathe
a sigh of relief.

None of the large brokers are
heavily into mass marketing, and it
doesn't look like they're anxious to
expand the smal: mass-merchan-
dising departmenIs they co main-
tain.

Size of accoun--s is perhaps the
biggest drawback to mass market-
ing from the large brokers' per-
spective. While n- any of the thou-
sands of associations are made up of,
small businesses, their individual
members don't yield a large enough
premium to cover the national bro-

A/BT
ken'overhead.

You can't profitabl> sell a $1,000
premium account on an individual
basis," says Thomas W. Abell, pres-
ident of the Associarion Manage-
ment Services Division of Corroon

& Black in Miami.
Much of the assoc:ation work

Corroon & Black handles consists

of setting up pooling groups and
coverage under the .981 Risk Re-
tention Act.

Ckher brokers agree. Johnson &
Higgins' mass marketers focus on
asscciations whose members' ac-
counts are the size that the broker

would solicit on an individual basis,
notes·John P Keyser, senior vp

and director of the New York-

based firm.

Large brokers, however, haven't
totally written off small accounts as
untouchable. Computerization may
put small business associations
within the national brokers' reach.

"As we and others develop so-
phistication with computers, some
things that would be too expensive
to deal with now may become prof-
itable," Mr. Keyser says.

Unprofitable premium size,
however, isn't the only drawback
to mass marketing for the national
brokers. Not being able to reach all
association members is the bane of

many big-brokers mass marketers'
existence.

Since the national brokers have

only a handful of principals ae-
tively soliciting mass-marketed

plans, they can't personally contact
all association members. Promises

are made to association executives

that members will be contacted but

they aren't kept, one mass mar-
keter notes.

That problem, however, isn't
confined to mass-marketing efforts
of the large brokers. They note that
mass-marketing groups of indepen-
dent agents face the same dilemma.
They must also depend on agents
all over the country to contact asso-
ciation members with no guarantee
their members will make the con-

tacts (see story, page 58A)
"No broker or agent has a large

staff doing association work. They
have to use sources in the field,"
Mr. Abell says.

"When you deal with a national
association, no agent or broker has
the capability to provide that na-

WE PROTECT
THE PROTECTORS

WORKERS'COMPENSATION
Safety Dividend Program

PROFESSIONAL LIABILITY

UMBRELLALIABILITY

FIDELITY BONDING

Insured and Client Coverage

BROWNYARD
\BROTHERS, INC.

20 Fourth Ave., Bay Shore, N.Y. 11706
Toll Free 800-645-5820

(except in New York)

In New York (212) 343-3333

tional base."

To try to solve that problem,
Alexander & Alexander has re-

cently developed a plan to offer in-
dependent agents a chance to sell
A&A mass-marketing programs,
according to Ronald Krebs, vp in
charge of production at Alexander
& Alexander of St. Louis.

Local agent involvement is a key
to the success of the mass-market-

ing efforts by big brokers, he says.
In return for collecting premiums,
servicing accounts and reporting
losses through Alexander & Alex-
ander, the local agent receives half
of the commission the broker earns
on each account.

*hether A&A's program is the
answer to the solicitation problem
remains to be seen. "There's still no

way to know if producers in an
agency that has a program from
A&A will make those calls," Mr.
Krebs says.

However, the large brokers can
avoid the distribution problem con-
nected with national associations,
Mr. Krebs notes. A&A has main-

tained better control over a pro-
gram by marketing a plan through

Mr. Krebs

local or regional associations rather
than the national group, he says.

"In a local or regional association,
the members know and have access

to the executives, while they may
view the national association as re-

mote and self-serving," Mr. Krebs
explains.

Another mass marketer agrees,
citing other advantages to working
on a local or regional basis. Consis-
tent underwriting standards can be
obtained when the program is less
broad-based, he says. With national
accounts, on the one hand, the bro-
ker may be dealing with several
branch offices of an insurance com-

pany, with each small office vary-
ing its underwriting standards a lit-
de bit.

On the other hand, if a mass-
marketed plan covers members of a
regional or lacal chapter of an asso-
ciation, underwriting will probably
be handled through one branch of
an insurance company.

Narrowing the scope to a local or
regional association may allow a
broker to handle all the group's
members, overcoming that obsta-
cle.

Whether the large brokers want
to extend the effort to overcome
the obstacles to success in the mass-

marketing area is another question.
The answer depends on how profit-
able they perceive mass-marketed
plans to be.

Brokers do think that some

mass-marketed plans are worth
fighting for. For example, they
have fought for years over the
McDonald's Corp. endorsement for
coverage for its 4,000 franchises
(BI, Oct. 12). How far they're will-
ing to extend the battle to other
mass-marketing efforts remains to
be seen. .



MMI meeting
Set up association
to peddle program

NEW ORLEANS-Industries
that don't have strong associations
aren't off limits to mass-marketing
insurance groups looking for an in-
dustry endorsement.

One mass marketer says if you
can't find an association in the in-
dustry with enough clout to help
your program, form an alternative
yourself.

Marketing Management Inc. has
formed about seven quasi-associa-
tions, called insurance trusts, to
help market programs designed for
specific industries, according to
President Ken L. Williams.

Those industries had a need for
packaged insurance programs espe-
cially designed for their members,
he says, making them ripe for a
mass marketer's project. Research
showed, however, that there
weren't associations in any of those
industries with enough strength to
carry the project.

Strength is the key to finding an
association that will support a suc-
cessful mass-marketing campaign,
Mr. Williams stressed. For exam-
ple, an industry may have an asso-
ciation, but the group only claims a
small fraction of the industry as
members, he said. Getting that as-
sociation's endorsement wouldn't
be worth the mass marketer's time.

Instead, MMI focuses on other
vehicles to reach the industry
members. It creates the insurance
trust as an entity and advertises it
through the industry's trade jour-
nals, Mr. Williams explained.

One recently established trust,
for example, covers electric sign
manufacturers, noted Steven Wil-
liams, executive vp for operations
for MMI.

After determining that the in-
dustry didn't have a far-reaching
association, the mass marketers es-
tablished the trust, filing the appro-
priate papers with the Federal
Trade Commission. The trust is not
an association, Steven Williams
emphasizes. A new association re-
quires far more preparation and
depth.

The trust simply serves two pur-
poses. It distributes the dividends
from a profitable insurance pro-
gram to members of the trust and
establishes a safety committee for
those members.

The safety committee for the
electric sign manufacturers in-
cludes industry members, MMI
staff representatives and the MMI
agent who originated the project,
Steven Williams says. That com-
mittee will come up with a basic
loss-control program that the aver-
age industry member can use.

The loss-control program and the
dividend plan give the trust tangi-

Mass marketing
NEW ORLEANS-Mass-

marketing opportunities were
among the subjects discussed
at Marketing Management
Inc.'s recent annual meeting in
New Orleans.

Business Insurance Associ-
ate Editor Donna Leigh Yan-
ish attended the annual meet-

ing, which also featured work-
shops and seminars on adver-
tising, strategic planning and
getting a grasp on the future.

The articles on pages
through 58K explore some of
the issues discussed at the
meeting.

A/BT
ble assets-elements agents can
play up when selling.

While developing an insurance
trust may not be as effective as
finding a good association sponsor,
Steven Williams notes, "It may be
more influential and less trouble
than a weak association." .
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We make the market.
You make the sale!

Suppose a client wants to insure a riding stable,
equestrian school, horse show or any other horse-re-
lated operation or event. Where can you get him spe-

4 cialty coverages like ailimal mortality, workers com-
pensation or equine liability? You'll find it atRhulen - North America's #1 specialty insurance agency.

We've been solving hard-to-insure problems such as these for the past 48 years. Our specialized
staff has a sound understanding of your needs. Whether you need coverage for horse-related operations,
gymnastics or martial arts schools, ski areas - or even camps, colleges or universities - you can rely onRhulen for unique, innovative programs.

1 49th 1 -/60&99,-„u/en Agency Inc. 
217 Broadway, Monticello, New York 12701

Offices from coast to coast and in Canada
(914) 794-8000 • (212) 924-1950•Outside New York St,ite (8 00) 431-1270

Supemwift
has theinsidetrack
on aviation policy
1SSUCS.

Superswift is the Policy Issue Department at Avia-
tion Office ofAmerica, a major aviation insurance mar-
ket. He can run your policy applications through faster
than ever. Because now he has a new computer system to
help him process applications and policies. Greater speed
at Superswift's end means you can impress your clients with
better service, too. Superswift also makes sure the rest of the
AOA crew are on their toes. Which means from same-day
quotes to prompt claims handling, you'll discover
the benefits of dealing with a totally efficient
aviation insurance market.

Thanks to Superswift and the rest of
the AOA Superheroes, we offer you broad ,
aviation insurance capabilities. Our ser-
vice is quicker and more efficient than
ever because we now have six branch
offices across the country - all staffed h..
with experienced underwriters who 11.3
know the industry well and work  :
directly with you and your clients. We ,
provide very competitive quotes. Our :A

Claims Control Center handles claims V
promptly and equitably. We offer in-
novative plain-language policies. Our ., '''
Special Risk Department is staffed
with top-flight underwriters who will
tailor coverage to your clierfts' own
unique needs. And with a growth
profile unprecedented in the aviation
insurance field, our stability is second
to none. Join up with the Aviation
Superheroes of AOA, and see how quickly you be-
come a Superhero to your clients.

Aviation Office of America
Incorporated

HOME OFFICE:

Love Field Terminal Bldg., Dallas, (214) 353-1400
BRANCH OFFICES:

Atlanta, (404) 252-1905/Chicago, (312) 346-9411
Kansas City, (816) 221-1955/Los Angeles, (213) 246-8410
San Francisco, (415) 391-9050/Morris Plains (NJ), (201) 538-9668
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Plan strategy now for future growth
A/BT

NEW ORLEANS-Far-reaching
strategic planning is essential for
independent agencies. But sue-
cessful planning doesn't necessarily ·
mean those agencies will exist in
the next decade.

What strategic planning is and
how one small insurance brokerage
used its own plan to become one of
the largest brokerages in the coun-
try were the topics of speeches by
Robert A. Leibold, president of
Northbrook Property & Casualty
Insurance Co. of Northbrook, Ill.

and Bernard H. Mizel, president
and chief executive officer of San

Francisco-based Jardine Insurance

Brokers Inc.,to agents at Market-
ing Management Inc.'s annual con-
ference.

Northbrook, whose operations
include more than 700 commercial

agencies, uses a running five-year
strategic planning process, noted
Mr. Leibold. Each year, the insur-
ance company's long-term business
plan is reviewed and updated, and
Northbrook continuously monitors
and analyzes its business environ-
ment, he explained.

The planning process itself con-
tains seven basic steps, Mr. Leibold
said:

• Define the mission. This defi-

nition stakes out the arena in

which the agency will operate. It's
important to begin with a clear idea
of these elements, Mr. Leibold

noted, because they greatly influ-
ence the remainder of a strategic

Mr. Leibold

plan.
• Formulate goals. These goals

are "clear statements of what you
want to achieve within a given
time period," Mr. Leibold ex-
plained.

• Analyze the environment.
This analysis is a description of the
world in which an agent will oper-
ate in the future-and the opportu-
nities and threats facing that agent.

Elements of the environment

that deserve the agent's attention
include the effects of the economy,
changing demographics, a specific
outlook for the industry and analy-
sis of the competition.

"Honestly analyze your own
strengths and weaknesses, your
own resources and abilities, includ-

ing your client services and deliv-
ery systems," Mr. Leibold sug-
gested.

• Select strategies. This is the
step you've been building to reach.
Major strategies are the most im-
portant part of the plan, Mr. Lei-
bold stressed.

• Develop programs. At this
point the agency puts its strategies
into action.

• Produce a long-range finan-
cial plan. This financial forecast is
the end product of careful thought
about the future, Mr. Leibold said.
It includes all the key ingredients
of the long-term profit and loss
statement and balance sheet: ex-

pected revenues, returns, man-
power and capital requirements, as
well as expenses.

• Consider contingency plans.
No matter how strong a plan ap-
pears to be, it needs a strong

backup.
At this step the agency must de-

velop alternative strategies and
possible revised goals to prepare for
events that could have a significant
impact on the agency's future.
"This we also must undertake in

order to prosper in today's environ-
ment," Mr. Leibold stressed.

Success in today's environment
isn't determined today; it was de-
termined years ago when the play-
ers in the market, like Northbrook
and what is now Jardine were de-

veloping their strategic plans, Mr.
Mizel said. That means that unless

agents and brokers make some
firm decisions today, they're seal-

ing their fate for tomorrow.
Don't fall victim to the miscalcu-

lations many agents make, Mr.
Mizel warned. Those marked-for-

death agents confuse 1990  ith the
future.

But 1990 isn't the future, he
stressed. "The events of 1990 are

being decided and shaped and
managed right now.

"Even as we meet in this room,"

Mr. Mizel told the MMI agents,
"men and women all over the

counlry are attempting to antici-
pate and exp16it the insurance dis-
tribution possibilities of 199C.

"Think of it. Men and women all

over America trying to formulate
methods of walking away with
books of business."

These highly educated people
come from a wide range of back-
grounds, Mr. Mizel said. "Some of

them are veteran insurance profes-
sionals and many of them wouldn't
know a premium order from a
laundry ticket," he contends.

These future movers and shakers

in the insurance industry may not
work within industry today, Mr.
Mizel notes. Rather, they're em-
ployed by securities brokerages,
banks, savings and loans, giant re-
tailers, steel manufactuers and a
myriad of other industries. The
managements of these companies
are looking toward integration,
deregulation and convergence in
financial markets, including the in-
surance industry, he said.

These schemers and plotters who
may be devising ways right now to
take over agents' books of business
aren't necessarily, however, ene-
mies to those agents, Mr. Mizel con-
tinued. "They might be. But maybe

not. Plenty of surprising things can
happen in the short 714 years to
1990."

Using his own brokerage to illus-
trate, Mr. Mizel pointed out how
agents, too, with their own strategic
plans, can participate with the
movers and shakers shaping the in-
surance industry.

Like most of the agents in his au-
dience, Mr. Mizel joined his firm,
Albert M. Bender Co. in San Fran-

cisco, when it was still a local bro-
ken That was in 1964 when "we

had five employees and gross com-
mission revenues of only $60,000,"
he noted.

The firm didn't stay static, how-
ever. Albert M. Bender grew stead-
ily and by 1972 it had gross com-
mission revenues of $1.3 million.
Within a year, the brokers felt
strong enough to expand through

Howard H. Ward, President

The
CU Difference ...

helping to strengthen
the American

Agency System.
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acquisition, Mr. Mizel said.
One of the goals the brokerage

had established within its strategic
planning process was to better ser-
vice a growing book of business in
Southern California. Toward that

goal "we acquired three Los An-
geles-area brokers," Mr. Mizel
pointed 6ut. And by 1977, the firm's
commissions and fees had grown to
$5.3 million.

While the brokerage was riding
high on its accomplishments, how-
ever, it didn't let its planning pro-
cess fall by the wayside. It contin-
ued to look toward the future and

feared that it wasn't positioned to
continue its growth pattern into the
1980s.

That fear, Mr. Mizel explained,
was based on an analysis of the en-
vironment, a step Mr. Leibold
pointed out as essential to a sue-
cessful strategic plan.

"About 71/2 years ago, I realized
that the insurance industry was
headed for sorne radical adjust-
ments," Mr. Mizel said.

Those adjustments included new
competition for regional and local
accounts from many different di-
rections, continued growth of na-
tional'brokers in Bender's territory
and direct writers interested in

personal lines and small prop-
erty/casualty accounts, he ex-
plained.

While these encroachments

were approaching, Albert M.
Bender was far from unable to

ward off their attack. While ana-

lyzing the environment, the bro-
kerage didn't lose track of its estab-
lished position in the scenario. "I
know that local and regional ac-
counts, even some relatively small
ones, had been profitable pieces of
business for us," Mr. Mizel said.

There had to be reasons why
others were zeroing in on the small
and medium-sized brokers' terri-

tory. Changes had to be occurring
in the environment, creating gaps
that weren't being filled by the bro-
kers that traditionally served the

The programs, prod-
ucts and services

pioneered by CU have
made a difference in
the economics of the

agency business today.
Advanced thinking
and aggressive action
set CU people apart.

'We wanted to grow to
take advantage of
economies of scale

and be cost-efficient,'

says Mr. Mizel.

local and regional accounts, Mr.
Mizel said.

"That void was being created by
two trends," he theorized, "increas-

ing complexity of small business in-
surance needs and growing sophis-
tication of managers of small busi-
nesses."

Small and medium-size business

created the potential niche for Al-
bert M. Bender, Mr. Mizel said. The

big brokers, at that time, couldn't
serve I hat segment of the market
cost-efficiently, and business was
good in other segments of the mar-
ket.

But the need was there. The

small and medium-size businesses

weren't being served by the big
brokers, but they needed insurance
products that most local or regional
brokers just couldn't offer them,
Mr. Mizel said.

Bender, however, had been suc-

cessful in filling the needs of this
group of businesses in the past. "We
had the basic expertise within our
company to solve the emerging risk
management problems of this new
sophisticated class of prospects,"
Mr. Mizel noted. But as the en-

vironment changed, the brokerage
had to plan a strategy for the
change as well, or they couldn't
ward off the potential enemies
coming near.

"The things we lacked were
presence outside the West Coast
and the sufficient capital to acquire
other brokerage firms to meet this
need," Mr. Mizel said. "We wanted

to grow to take advantage of econo-
mies of scale and make ourselves

more cost-efficient."

With growth as a goal and a clear

Today more than ever, CU is changing the way you do
business by offering salable, money-saving products at a
time when consumers demand the most for their dollars.

CU has delivery systems that respond to your needs and
your profitability. . . Custom Auto, Homeowners and
Life, providing significant savings with combined billing
convenience for your clients... plus extra bonus commis-
sions for you. Easy-to-sell Package policies, underwriting
and claim settlement authorities designed to streamline
your agency's service and efficiency.

The CU Difference... working hand in hand with
our agents toward a more profitable future.

Commercial Union Insurance Companies One Beacon Street, Boston, MA 02108

CU insurance
Helping to preserve
the American

Agency System ...
as promised.

view of the environment, Albert M.

Bender was ready to analyze and
select strategies to meet that goal.
The broker saw three options.
First, it could sell shares of stock to

the public. After its review of the
environment including stock mar-
ket conditions, the broker was able

to rule out that strategy, Mr. Mizel
said.

"The second option was to take
on a major insurance carrier as a
financial partner," he continued.
That option, however, didn't seem
to fit with the broker's goals.

Finally, the broker could sell out
to a compatible company with the
deep pockets needed to meet
Bender's goals, Mr. Mizel said. "We
also hoped to identify a buyer with
sufficient financial management
and administrative depth to sup-
port our ambitious expansion
plans," he added.

This was the strategy Bender se-
lected.

Discussions with possible candi-
dates for the sale focused on not

only Bender's strategic plan, but
also the potential buyers' plan as
well. In choosing Bache Group,
Bender noted that they had both
the financial muscle to go along
with its financial expertise, and the
desire to diversify. This desire
meant that Bender could fit into

the buyer's strategic plan.
"The Bache Group wanted to

learn more about insurance and

risk management," Mr. Mizel
noted.

The program the two companies
developed to put their now com-
mon strategic plan into action was

Mr. Mizel

one of mutual education, Mr. Mizel
said. Bache learned about the in-

surance industry, while the insur-
ance brokers from Bender, re-
named Bache Insurance Services,

were exposed to the securities busi-
ness.

The brokers learned how to pro-
vide financial services-just what
their research in the early steps of
their strategic planning deemed
they needed to do to meet client
needs, Mr. Mizel said.

Statistics suggest Bache Insur-
ance succeeded in meeting those
client needs. "In the 31/2 years we
were owned by Bache Group, our
company grew from $5.6 million in
annual commissions to $33 mil-
lion," Mr. Mizel pointed out.

The insurance broker, however,

tied to the plan it had developed
and implemented, Mr. Mizel noted.
A takeover attempt was averted
through a friendly purchase from
The Prudential Insurance Co. of

America, he explained.
But those changes forced Bache

Insurance Services to at least par-
tially change its plan. "Several po-
tential conflicts of interest were ap-
parent between Bache Insurance
Services and Prudential," Mr.
Mizel admitted. So, the insurance

brokers, with their basic plan in
hand, searched for a buyer for the
company.

The new parent, Jardine, Mathe-
son & Co. Ltd.,once again fits into
the brokerW strategic plan, Mr.
Mizel said. .
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Agents could dominate industry: Siver

Mr. Siver

NEW ORLEANS-Independent
agents control the key to becoming
the dominant force in the insur-

ance industry.
That's the message risk manage-

ment consultant Edward W. Siver

gave to agents at Marketing Man-
agement Inc.'s recent annual meet-
ing.

While the address was entitled

"The Future of the Independent
Agency System: One Man's Opin-
ion," Mr. Siver's message has been
echoed by many other industry ob-
servers.

Agents' strength, according to
Mr. Siver, rests in the fact that they
own the essence of the insurance

business. "They own the market;
they own the business; they own
the expirations, both de jure and de
facto," he said. "Organized and

A/BT
committed to common objectives,
the independent agents cculd easily
become the dominant force in the

industry."
However, disorganization has

impeded agents' accumulation of
power, Mr. Siver contended. Uncr-
ganized and unrecognized, market
ownership is worth little to agents,
either individually or collectively,
he said.

Agent organizations, of course,
aren't foreign to independent
agents. Indeed, almost every agent
belongs to at least one state or ra-
tional group. But the traditional
agent groups have failed to provide
agents with necessary leadersh.p,

LINKED
TOTHE
UNUSUAL
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Mr. Siver explained.
"One of the reasons the national

and state associations have not

been able to act as a catalyst for this
force is because they have been
committed to the'partnership theo-
rem,"' he told the MMI members.

"Most of their activities, such as
education, lobbying, Big I advertis-
ing, licensing, market studies, have
included a close involvement with

the (insurance) companies; in fact,
more often than not, the companies
have been largely responsible for
the funding of these association
projects," Mr. Siver shid.

This close relationship stifles
agents' ability to assert their power
in the industry, Mr. Siver said.
"Under the partnership theorem,
the agents' sovereignty has been
badly compromised.
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"The companies, through their
role as big brother and banker,
could monitor and tend to the

agents' business. The agent had no
such vehicle for quid pro quo ex-
cept the often symbolic 'agents' ad-
visory council' established by some
of the companies."

While the insurance companies
have enjoyed the upper hand to
date, the scene is rapidly changing,
Mr. Siver said. "Agents are, for the
first time, beginning to form groups
and take action independent of the
(insurance) companies."

In categorizing these groups, Mr.
Siver pointed to franchise and
other related organizations, al-
though he notes that even some of
these relatively new agent groups,
like Famex, MarketDyne and Mar-
ketpac, are insurance company-
sponsored programs.

Even beyond joining one of these
groups, agents have another option
for establishing a more distant rela-
tionship with the insurers, Mr.
Siver noted. "They can individu-
ally and collectively enter the risk-
bearing business with relative ease
through the formation of jointly
owned captive or special purpose
companies."

Given organization and a rela-
tively short time, agents could
build their power base at the ex-
pense of the insurance companies,
according to Mr. Siver. Insurers,
however, don't have a similar,

quick-response option, he said.
They can't form a controlled or

owned distribution network in an

equivalent time frame, as obstacles
like litigation, start-up time and
start-up costs would make such a
move all but impossible, Mr. Siver
said.

The insurance industry, how-
ever, isn't conceding anything to
the independent agent. The insur-
ers have their own battle plan in
mind, Mr. Siver said. And that

strategy could, if properly exe-
cuted, bring mutual benefits to both
the insurers and the agents.

"The insurance companies want
to pare down their shotgun ap-
proach to distribution," Mr. Siver
said. An agency distribution net-
work does fit into their game plan,
he said, but only to the extent it can
continue to profitably serve their
needs.

Meanwhile, the insurers also want

to remain free to employ alternative
marketing systems that can maxi-
mize their business opportunities
and increase premium volume.

"To achieve these objectives, the
insurance companies wish to create
a closer relationship with fewer,
highly selected agents," Mr. Siver
told the group.

"The critical problem before the
companies is to determine what ad-
hesive or bonding agent can cause
the new relationship to occur and
have both the (insurance) com-

panies and the agents aware of and
comfortable with their objectives
that are not always going to be
jointly shared objectives," he said.

Agents' fundamental goals are
straightforward, Mr. Siver said.
"They wish to make a reasonable
living during working years and at
the appropriate time, convert their
equity in the agency by having
available a willing and able buyer."

Agents also need to be perceived
by their peers and customers as
professional, Mr. Siver added.

Both insurers and agents can at-
tain their goals without a battle,
Mr. Siver said. But both groups
must be willing to change some
habits that are 200 years old.

Therefore, they must accept that
business opportunities "will not al-
ways dictate that they be together
or that they even use their respec-
tive facilities to achieve their objec-
tives," Mr. Siver said. .



Form an identity
that your clients
can easily perceive

A/BT
NEW ORLEANS What com-

mon experiences do you share with
your clients? What do you have
that they can identify with? Is
there a symbol that conjures the
image of your face in your clients'
minds?

Identity is perhaps the most im-
portant asset an agent has when
marketing insurance to prospective
clients, Robert G. Cleveland, vp of
Marketing Management Inc., told
member agents at MMI's annual
meeting.

The ability to share common ex-
periences with clients adds value to
the insurance product agents have
to sell, Mr. Cleveland pointed out.
That's important in today's market,
where traditional product features
may not be as valuable as they
were in the past.

In bygone days agents had their
products' price to help sell the cov-
erage, Mr. Cleveland reminisced.
That was especially true for agents
selling mass-marketed insurance
products that, because they're ho-
mogenous pre-packaged plans,
generally cost less than traditional
insurance coverages. .

But price may not be a helping
hand anymore-for either mass
marketers or other agents.

"If you think you'll always have
the best price on the street, that's
one thing," Mr. Cleveland said.
"But I don't think anybody can
guarantee that.

"That leaves you with some hits
and a lot of misses with price being
the only selling tool for the vast
majority of prospects," he con-
cluded.

To effectively reach that major-
ity, agents need a more stable sell-
ing tool. They need an asset that's
long-lasting, rather than a tool that
comes and goes with the market,
Mr. Cleveland said.

A carefully chosen identity
gives an agent that stability. But an
agent must chose that identity in
order for it to succeed, he empha-
sized. After all, an agency already
has an identity, whether the agent
actively established it or just let it
develop.

"You project an identity in
everything you present to the pub-
lie, both in its contents and in its
manner," Mr. Cleveland explained.
What you say, what designs you use
on your stationery, what kind of
office you have and the way you
present yourself to the public all
play a part in establishing that
identity.

But, is the image your agency
portrays the one you want to pres-
ent to potential clients? "Keep in
mind, it's not what we think that
makes the public receptive to us,
but rather what the public thinks
about us," Mr. Cleveland noted.

Chosing the identity is not an
easy job. Focus on not only what
you're proud of and what you want
to project, but also what will work
best in the marketplace (see story,
page 58J).

What can you project that po-
tential clients will appreciate and
latch onto? Mass marketers, for ex-
ample, can identify with the asso-
ciation endorsing their product.
The association gives those agents a
ready common bond with the po-
tential clients who know and trust

the group, Mr. Cleveland said.
That association identity may

give the mass-marketing agent a
competitive edge if it is established
properly.

But the agent has to build the

foundation, Mr. Cleveland stressed.
Whether trying to establish an

identity with an association or an
image of your own, actively choose
how you want to be viewed in the
marketplace and then tie every-
thing you do into that identity. Es-
tablish it well. A well-known

image can give you a long-lasting
competitive edge under any mar-
ket conditions. m

AUTO DEALERS ONLY

BEEN SHOT DOWN LATELY?

CALL FOR DEALER COVER.

• Exclusive Auto Dealer MGA.

• Knows How to Fight Competition.
• Knows How to Support its Producers.
• Knows How to Keep Dealers Happy.

Call or write: Tom Zmak, CPCU, Vice President Operations

*0 Cove'
\1891,0;Ke/AOENT/

21535 Hawthorne Blvd. Suite 322. Torrance. CA 90503 (213) 540-9221

\ -RV. lou.-ST /

EGIi you don't sell
voluntary life
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There's no question about it. Voluntary life is the
wave of the future in the group business. For a lot
of reasons.

Employers can update their plans and expand
coverage just so far. With inflation eroding corporate
profits, every dollar is needed for the bottom line.

Inflation is also attacking employ-
ees. Today, they need more
insurance, not less, to protect
themselves and their families.

The solution is Manhattan Life's

voluntary life program. It costs
the employer nothing. And pro-
vides employees with more insur-
ance at a cost they can afford.

In fact, if you're not offering
voluntary life to your customers,
your competitors will.

Bill Flynn, CLU
Senior Vice President
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writing using an application with two questions.
Minimum participation is 15 percent with a short-
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It helps you. By substantially
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commissions.

To get in on the future today, call
your local Manhattan Life general
agent. Or call me in New York at
(212) 48+9329.

The one thing we can promise
you is a profitable conversation.
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Agents don't advertise correctly: Consultant
NEW ORLEANS-Most agents

are throwing their advertising
money down the drain, according
to an insurance marketing expert.

Only ·2% of the country's inde-
pendent agents use advertising ef-
fectively, Kimberly Paterson, pres-
ident of Creative Insurance Mar-

keting Co. in Red Bank, N.J., told a
group of independent agents at
Marketing Management Inc.'s an-
nual meeting.

Those agents use advertising as a
sales tool, combining the right me-
diums and good marketing skills to
set themselves apart from the com-
petition, she said.

Success in the insurance industry
requires good advertising, Ms. Pat-
erson added.

"The intangible nature of insur-
ance creates the need for advertis-

ing. Agents must tell their clients
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what a good job they're doing," she
told the group.

Frequent communication,
through advertising or personal
contact, establishes a familiarity
with the clients, Ms. Paterson said.
And familiarity breeds security,
she added. "Advertising helps es-
tablish a comfort zone."

Creating that comfort zone isn't
easy, however. It takes time and
planning.

Before spending money on ad-
vertising, an agent should under-
take a broad research project. "Ask
yourself, 'What do I want to do?=
Ms. Paterson said.

"The average agent goes wrong

by approaching advertising on a
hit-or-miss basis," she said.

One agent, for example, was
spending the greatest share of his
advertising budget on miscellane-
ous expenses for goodwill advertis-
ing, like sponsoring charitable or-
ganizations.

The next largest portion of that
budget was devoted to a newsletter
printed without a plan of action.
The agent didn't spend a single
penny on advertising the agency it-
self, Ms. Paterson related. "He'd

spend $20,000 on advertising and
then waited to the end to find out

what he wanted to say."
What that agent should have

done is created a plan for systemat-
ically spending his $20,000 in ad-
vertising. After deciding what he
wanted to accomplish, the agent
should have investigated the best

vehicles for getting the job done.
Good advertising is creative,

backed by research, focused on ob-
jectives and well-monitored, she
said.

Buy spots from the best me-
diums, Ms. Paterson stressed. Don't
necessarily place your ads with
your favorite· publication or some-
one you insure. National publica-
tions are also better than their local

counterparts, she added.
An advertising consultant to help

with the research and other steps in
executing an advertising plan may
be worth the investment.

"Commit an advertising plan to
writing, incorporating all pro-
grams," Ms. Paterson said. That
plan should be a relatively long-
term guidebook for upcoming ad-
vertising decisions.

Advertising doesn't bring results
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overnight, Ms. Paterson warned.
"If you're only going to use an ad
once, save your money. It takes at
least a year for anything to begin to
happen" in an ad campaign.

Whether or not anything does
happen depends largely on the cre-
ativity of the ads an agency uses,
Ms. Paterson emphasized. Historic-
ally, agents have failed miserably
in making their ads creative, she
said.

Plagerism runs wild among
agents' advertisements, Ms. Pater-
son said. In one case, she noted,
agents were competing with the
same ad.

"Just because an ad is right for
someone else doesn't mean it's right
for you." For example, a problem
with a franchise is that you may
not want to be hit with the fran-

chise's image, Ms. Paterson noted.
Instead, agents should develop

their own ads that tell their story
and portray the image they want to
create, she said.

That image should have a posi-
tive rather than negative slant.
Many agents still use graphics of
people covered with bandages or
devastated by a disaster. Those
images help convey a negative per-
ception of the industry, Ms. Pater-
son said. Get away from accident
pictures and playing up pain.

Pay attention to design. Family
demographies have changed. For-
get the old stereotypes of a family
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Ms. Paterson

made up of a businessman with a
wife who stays at home with the
children. If you're trying to reach
the decision maker in a business,
don't assume you'll be dealing with
a man.

Be aware of other demographic
changes, too, Ms. Paterson stressed.
For example, she said 20% of the
country's population is gay. Many
unmarried couples are living to-
gether. If your ads focus on a hus-
band and wife, "you turn off a
major portion of your audience,"
she noted.

Advertising can work around the
changing society, however. With
statistics in hand, an agent can let
creativity take over to develop a
workable advertising design, Ms.
Paterson said.

If the design is flexible, it can
also form the basis for other types
of advertising. A newsletter can be
effective, but only as part of a
broader plan.

Don't rule out your basic sales
letters when planning your adver-
tising schedule, Ms. Paterson said.
Your sales letter has to sell. If not,
you may not get another chance t9
reach potential clients.

When all forms of communica-

tion reflect your objectives, your
advertising plan will blossom into a
well-rounded campaign, Ms. Pater-
son said.

But you can't stop there. Monitor
the results of each advertising me-
dium you use. Make changes where
appropriate, but give your basic
plan a chance to work. If it's well-
thought-out, it most likely will, .
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FORT LAUDERDALE, Fla.-
Douglas Heller considers his con-
tract with a mass-marketing group
the most important contract in his
iffice.

The young president of Insur-
ance Marketing Associates Inc.
strove for three years to win the
Marketing Management Inc. ser-
vice contract for his area.

"I saw a real need about six years
ago to get affiliated with MMI," Mr.
Heller explains. The mass mar-
keters offered the best opportunity
to stay independent, he adds.

Since winning the MMI contract
in 1979, Mr. Heller's agency has
placed about 15% to 20% of its $3.5
million premium volume through
the MMI mass-marketing pro-
grams. That just scratches the sur-
face of the potential offered by
MMI's association marketing plans,
Mr. Heller contends.

He sees a time when the agency
will be marketing MMI products
almost exclusively.

The MMI program is broad and
becoming broader all the time, Mr.
Heller says.

The mass marketers have added

several programs this year, he
notes, although the number of new
projects introduced has tapered off
over the past two years, reflecting
poor market conditions in the in-
surance industry.

MMI plans to introduce about 12
programs in 1983.

Some of those programs, both old
and new, have sparked greater in-
terest in the business community
than others. A package for com-
panies that use electronic data pro-
cessing, relatively rare in the insur-
ance market in general, has been a
particular gold mine for Mr. Heller.

The program offers some
features not available anywhere
else, although the market requires
the coverages, he explains.

A client of Alexander and Alex-

ander apparently recognized that
need. The alphabet broker, which
handles all of the client's other cov-

erages, approached Mr. Heller with
the prospect of brokering the data
processing coverage, he says.

"I told them I could do it but

wasn't in a position to give them
any commission," Mr. Heller re-
lates. A&A still requested the cov-
erage-with Mr. Heller as broker.

That wasn't the first time Mr.

Heller served as a subbroker on an

MMI package for a major broker,
he notes, although it doesn't hap-
pen every day.

The exclusive programs devel-
oped by mass marketers give small
and medium-sized agents and bro-
kers clout with the large alphabet
brokers, Mr. Heller says. "I have a
product they can't get to."

The untouchable products, par-
ticularly those designed for indus-
tries with medium-sized businesses,
for example, $10,000-to-$15,000 ac-
counts, appeal to both the major
brokers and smaller agents, Mr.
Heller notes. As competition for
those accounts escalates, he's
thankful for the security of a mo-
nopoly on MMI products.

Such monopolies may become
more important in the future. In-
novations in the insurance market

may make industries with smaller
individual businesses more attrac-

tive to the big brokers, market ob-
servers note (see story page 58D).
They point to computers as the de-
vice big brokers need to reach
smaller accounts profitably.

Computers, however, aren't re-
served for major brokers, Mr.
Heller says. "Automation will help
mass marketing, especially with
small and medium-sized agents and
brokers," he says. Computers will
give those agents and brokers the
capability to reach a larger number
of potential clients than were
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tapped through previous mass-
marketing efforts.

Once agents reach those people,
mass-marketing programs, which
usually include an association en-
dorsement, are much easier to sell

than traditional plans, Mr. Heller
notes.

"If I can talk to the person who
makes the insurance decision, I can
usually make the sale," he says.
Past performance studies show the
Insurance Marketing Associates'
agent gets a foot in the door in
about 70% of the leads furnished by
MMI, Mr. Heller points out. "And
we write about 40% of those," he
says, adding, "I expect it'11 go even

higher this year."
Many of the leads furnished by

MMI are from association members

that have already expressed an in-
terest in the MMI insurance pro-
gram, Mr. Heller notes. For exam-
ple, they may have returned a
reply card from an association
newsletter.

Once people express interest in a
program, "if you have the goods,
you can sell it," he says.

MMI products have also gen-
erated other business for Mr.

Heller's brokerage, he notes. "For
every dollar of MMI business gen-
erated once we get in the door, we
sell $2 or $3 in other business such
as health and life insurance," he
says.

Along with making the sales job
easier, mass-marketed programs

may ease the burden of using new
producers, Mr. Heller says. Pulling
in unskilled and untested pro-
ducers can be a financial drain on

small and medium-sized agents, he
explains.

But with mass-marketed pro-
grams in-house, new producers can
get their feet wet with specialized,
relatively easy-to-sell products.

"They don't need a lot of experi-
ence to sell one particular pro-
gram," Mr. Heller says. "A begin-
ning producer can sell a beginning
program, and then move on to
more difficult ones as he or she

gains experience."
Using this method, the agency

also isn't opening itself up to errors
and omissions exposures as broadly
as it might by using a new producer
to sell an array of tradition insur-
ance policies, he adds. .
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Pilot Life's growth into leader-
ship in the group insurance field
has been fast. And solid.

Today, Pilot ranks in the top 20
of all U.S. insurance companies
offering group. Pilot group insur-
ance in force has reached more

than 13 billion dollars.

What does it take to maintain

that kind of leadership? A staff
of 300 highly trained and moti-
vated people in the Group
Division home office-backed

by PACE, Pilot's new Automated
Claims Evaluation System, the
most advanced computerized
claim information system opera-
tivein the industry today.

There are 23 group sales and
service field offices and 6 regional
claims paying offices throughout
Pilot's territory, which currently
includes thirty-three·states from
Ohio to Texas, from the
Carolinas to California. And the

Group Division works closely
with agencies, agents, and bro-
kers in developing tailor-made
group plans to meet their
clients' needs.

Most important of alk, Pilot
leadership comes from offering
what business executives are

looking for: a broad and flexible
portfolio of coverages for large
and small groups, sound under-
writing practices, prompt claim
handling, and competitive rates.

If that sounds like what you've
been looking for, give us a call.
We'll show you how the Pilot can
help you, and your customers,
through life.

Group Division, Pilot Life
Insurance Co., Box 2072Z

Greensboro, North Carolina

27420. Telephone: (919) 299-4720.

@ pilo'lile

A Jefferson-Pilot Company
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Agents can compete with the giants
Independent agents shouldn't

throw in the towel despite the in-
dustry buzz about the powerful
giants threatening to encroach on
their territory. They still have the
means to keep a competitive edge
on the giants.

That's the message Jeffrey M.
Yates, executive vp and general
counsel of the Independent Insur-
ance Agents of America Inc., gave
to members of the IIAA of Massa-

chusetts last month.

Those giants appear to be taking
the first step to create a new indus-
try for the consumer-the one-stop
financial services supermarket, Mr.
Yates admitted. "The impact of this
trend on the independent agent
will be profound."

Industry observers who haven't
noticed the financial empires being
built should open their eyes and re-
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view the events of 1981, Mr. Yates

continued. Throughout the year,
the financial newspapers an-
nounced one acquisition after an-
other:

• Sears, Roebuck & Co. acquired
Coldwell Banker & Co., the na-

tion's largest independent realty
broker, and Dean, Witter, Reyn-
olds, a major stock brokerage. Re-
porters quoted Sears Chairman Ed-
ward Telling as saying, "Our goal is
to become the largest consumer-
oriented financial service entity,"
Mr. Yates noted. Sears' empire al-
ready included 17 million Allstate
insurance policyholders, he re-
minded his audience.

• Prudential Insurance Co. of

America Inc. bought Bache Group,
giving Prudential immediate access
to several Bache money market
mutual funds and the opportunity
for Prudential to provide "bank-
like" services.

"It was a surprise when Pru-
dential then moved to sell rhe prop-
erty/casualty affiliate of Bache
shortly thereafter," Mr. Yates
noted.

Bu: that sale doesn't necessarily
signal that Prudential isn't in-
terested in building a one-stop fi-
nancial shop, he warned. "Pru's
Chairman, Robert Beck, is reported
as having long wanted to market a
family account,' where the cus-
tomer would participate in a money
market fund, would earn interest

on his balances and would be given

a line of credit."

That fund would also provide the
vehicle from which the consumer's

life, homeowners and automobile

insurance premiums automatically
would be deducted, Mr. Yates ex-

plained. "In my judgment, inde-
pendent agency companies will
have to offer this kind of innova-

tive product to their broad base of
agents if they are to maintain mar-
ket share."

• Merrill Lynch continued to
maintain its lead with innovative

financial service products. "Merrill
Lynch is frequently described as
the organization closest to being the
'bank of the future,"' Mr. Yates

said. Its cash management account
offers tremendous convenience to

consumers and encourages them to
place other business with Merrill
Lynch, he said, "in other words,

R PAST.
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Business Insurance offers you a new
and vital service ... the BI Editorial Index.
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to-use, and thoroughly invaluable tool for corporate
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information with which to make decisions or
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Insurance.
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one-stop shopping for financial ser-
vic!es."

Questions still abound about how

far Merrill Lynch's project will go,
Mr. Yates continued. "Will a CMA

(cash management account) se-
cured by a small business's inven-
tory or plant and equipment be
next? And how easy will it then be
for Merrill Lynch to offer its cus-
tomer the convenience of auto-

matic deduction for his life and

property/casualty insurance pre-
miums if they are written through
Merrill Lynch?"

With one-stop shopping for fi-
nancial services heading toward
becoming reality, agents must real-
ize what that scenario means to

them, Mr. Yates said. First, these
changes are likely to alter the kind
of products independent agents
offer their customers as well as

alter who the agent's major com-
petitors will be, he noted. "The
change will be profound and will
be forever."

Secondly, agents must realize
that now is the time for indepen-
dent agents and their companies to
begin to innovate and to capitalize
on their strengths if they are to
survive in this new market, Mr.
Yates continued.

Even in the new market, he
commented, those strengths aren't
few and far between. Agents, for
example, possess a knowledge of
the property/casualty insurance
business second to none.

They also are immediately ac-
cessible to the consumer in his or

her own community, Mr. Yates
said. "We identify with and relate
to the consumer in a way the large
corporation never could; we are
able to provide an extra measure of
personal service being right there
on the spot.

"Probably most important, we
are a proven distribution system,
whereas financial conglomerates,
for the most part, need to develop a
distribution system that can sell
and service property/casualty in-
surance effectively," Mr. Yates
contended.

These strengths, however, don't
give agents license to sit back con-
tently when the environment is
changing around them, Mr. Yates
warned. Agents must capitalize on
these advantages to make sure they
stay in the forefront.

Take action now, Mr. Yates told
the audience, giving them concrete
ideas to fortify their advantages.
These suggestions include:

• Develop a written business
plan so that you can concentrate
the agency's resources on those
markets where you are strongest.
That plan can also allow you to
evaluate employee performance on
how well that business plan being is
rnet.

• Make an investment in your
most important resource, your em-
ployees, to improve their educa-
tional level so that the expertise
and professionalism your agency
offers to the public continues to in-
crease.

• Consider branching out into
new related products and services
that can be reasonably integrated
into your operation. This expansion
lets you capitalize on your customer
base and insulate those customers

from other organizations offering
such products and services.

"For years you have heard others
advise you along these lines-set up
a life insurance department, an em-
ployees benefits division, a man-
agement services capability. Now
we are seeing the financial con-
glomerates take exactly this kind of
step by adding to the array of ser-
vices they offer their customers,"
Mr. Yates noted.

"We would do well to heed their

example." .



Honesty test helps banks screen workers
By STEVE SHERWOOD

ROLLING MEADOWS, Ill.-
Can this person be trusted?

With white-collar crime costing
banks $236 million in 1980-ac-
cording to Federal Bureau of In-
vestigation statistics-this has be-
come a crucial risk management
question for financial institutions.

In an attempt to provide the an-
swer, the Bank Administration In-
stitute of Rolling Meadows is mar-
keting a paper-and-pencil "hon-
esty" test its officials say is a viable
alternative for polygraph testing.

The Bank Personnel Selection

Inventory Test, developed in con-
junction with London House Man-
angement Consultants Inc. of Park
Ridge, Ill., is designed to help banks
screen out potentially dishonest
employees. It is now being used by
75 banks across the nation.

The test comes in two versions:

BPSI 1 and BPSI 3.
The first is a 66-question gauge of

a job candidate's honesty. The sec-
ond uses 108 questions to dig a bit
deeper, rating applicants' potential
for violence and drug/alcohol
abuse as well as honesty.

"To date, banks have relied on
either FBI fingerprinting or poly-
graph tests to screen employees,"
says Keith Marshall, research man-
ager for security programs at BAI.

"The problem with fingerprint-
ing, which has been temporarily
suspended by the FBI, is that it can
only be administered after a person
has been hired. It takes four to six
weeks to receive the results, and it
only identifies a previous criminal
conviction."

As for polygraph tests, they are
useful and generally accurate, but
expensive, and validity depends on
the administrator's skill, Mr. Mar-
shall says. Also, the polygraph tests
are illegal in 13 states.

Test questions essentially ask
whether an employee believes it is
right to steal, use violence or use
drugs in different situations.

"It is surprising to me how hon-
est people are who sit down and
take the test," Mr. Marshall says.

"You have to keep in mind there
is a series of questions being asked
several different ways, relating to
theft. There is a lie scale built in for

those who attempt to play head
games with the test. This gives it a
measure of accuracy."

Once the job candidate completes
the test, the bank tabulates re-
sponses and calls BAI's toll-free
number to report to them. Within
minutes, BAI provides a computer
analysis of the results, Mr. Marshall
says. Within 24 hours a written
confirmation of the score is sent to
the bank.

Each candidate is rated high or
low, on a numerical scale.

"We will not tell the bank

whether it should hire any individ-
ual, but will tell them the average
score," Mr. Marshall says. "The em-
ployer definitely needs to go back
to past employment records and use
other factors in making a decision.
But we think the test should figure
heavily in consideration."

He emphasizes BPSI is strictly a
pre-employment test and, because
of psychological differences be-
tween those seeking jobs and those
already on the job, cannot be used
for testing current employees.

The BAI has heavily researched
the legal aspects of the test and
found it suitable for all states, Mr.
Marshall says. "It also meets the
Equal Employment Opportunity
Equal Testing Code."

A BAI press release says, "A
number of validity and reliability
studies were conducted to ensure
the effectiveness of the test. In ad-
dition, the studies indicated that
there was no adverse impact for
minority groups." I

Bank takes second look at results and costs
The Continental Illinois National Bank of

Chicago, which has used the Bank Personnel
Selection Inventory test since October 1980 to
screen cash-handling clerical workers, says it
might change its screening tool.

Stressing that they are not saying the test is
faulty, bank officials are looking at the results
they get from the test and the money they
spend to get them.

Division heads, who said they see little
change in employee quality with the test, be-
lieve too many qualified applicants have been
turned away from employment at the bank be-
cause of test results.

The BPSI's fairness is not in question, said
Janet Wilson, manager of general employment
for the bank.

"What we've had to ask ourselves is: Does

the test help us and is it worth the expense?
"I found we were losing 50% of our job appli-

cants because of low test scores and the divi-
sions getting the employees said they didn't see
any marked difference in quality."

An official at another bank did see results.

"I think the test has many things going for
it," he said. "There are very few tests on the
market that can do what it does."

But the main problem for Continental Illi-
nois was to validate the test results against ac-
tual performance of the employees, Ms. Wilson
explained.

"In the clerical positions being tested, we
found there already were such rigid cash con-
trols that there was no way to tie performance

to scores on an honesty test.'
In addition, testing costs added up, she says.
BAI charges from $8 to $13 per test, depend-

ing on the quantity ordered. Continental Illi-
nois tested a total of 1,200 applicants.

"What I did was recommend that we discon-

tinue the test and use the money to address
other risks," Ms. Wilson says.

She pointed out that data processing systems
present more risk to the bank than cash on
hand.

Continental Illinois officials say their deci-
sion does not reflect on the quality of the BPSI
test.

"For us to be unable to validate it doesn't
mean the test itself is invalid," Ms. Wilson
says.

25---EleWOOD
1nsurance Services

Send to You Greeting, the following:
RATE WARS, while advantageous to those who can take advantage of them, with

good reliable companies, are not a legitimate state of things. They are liable to ren-
der more weak those corporations whose financial status is not the best, and is not
proper return to those companies who staunchly stand by their patrons and principles.

BUT

THE RATE WMR IS 011 IM IMLIPORMIM
"ALL THE. SA7WtE."

AND

Sherwood
invites you to bring, send, mail or express, or in any other way, get
your Policies to their office at 201 California St., San Francisco.

LET IT BE DAY, EVENING OR NIGHT, the Bureau to attend to you· promptly
will be on deck STRAIGHT THROUGH THE TWENTY-FOUR HOURS.

We will Give You the Best, Best, Best Terms without Controversy.
This simply means FIGHT 1 We are tired of legitimately working our legitimate

business against unprincipled companies and their agents, and for the fint time in our
history we jump into the middle of the ring

AS THE AGGRESSOR

Come to Us! Send to Us! Communicate with Us!

AND WE WILL RESPOND

SI

Sberwood Il)surapce Serviceb
201 California St., Suite 900, San Francisco, California 941 1 1

(415) 956-3236

OUR LAST LOVING WORD, ERE WE PART

Best, Best, Best TERMS + Lowest, Lowest, Lowest RATES

An ad similar to this one ran during the great rate war of 1895.
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Gen Re to acquire underwriting manager
General Re Corp. has reached an

agreement in principle to acquire
U.S. Aviation Underwriters Inc. in

exchange for $58 million in com-
mon stock.

U.S. Aviation is a New York-

based aviation insurance under-

writing manager, while General Re
is the parent company of reinsur-
ance, insurance and management
service operations.

Edmond F. Rondepierre, Gen-
eral Re's senior vp and general
counsel, calls the move a "logical
addition to the Gen Re corporate
family."

The parent company already has
underwiting management opera-
tions in the workers compensation
and black lung lines, Mr. Ronde-
pierre says, adding that the acquisi-
tion will further broaden its activi-

ties.

markets
General Re is not a major rein-

surer of avaiation risks, Mr. Ronde-

pierre says.
U.S. Aviation will continue as an

autonomous operation, Mr. Ronde-
pierre says.

Fidelity, surety bonds
Northwestern National Surety

Co. has been formed by the Armco
Insurance Group as a holding and
management company for its fidel-
ity and surety bond business.

The new market will serve as a

profit center for these lines of busi-
ness, which are currently written
by Armeo's Lawyers Surety Corp.
in Dallas and State Surety Co. in

Des Moines, Iowa.

Northwestern also will manage
the surety business of several
Armco property/casualty com-
panies, including Northwestern
National Insurance Co., Continen-
tal Western Insurance Co., North
Pacific Insurance Co. and Pacific

National Insurance Co.

The president and chief execu-
tive officer of the new unit is Don-

ald L. Bowen, formerly vp of fidel-
ity and surety for Northwestern
National.

Reinsurance

UMC Management Services Inc.
of New York has formed a new re-

insurance underwriting group-
UMC Ltd.-Bermuda Syndicate-to
write facultative and treaty rein-
surance. It will be wrtten for prop-
erty, casualty, marine and aviation
exposures.

UMC Ltd.-Bermuda Syndicate
members include Chesapeake In-
surance Co. Ltd., KIC Ltd., Norad
Reinsurance Co. Ltd. and Paladin

Reinsurance Corp.
UMC Management Services Ltd.,

located in Bermuda, will manage
the syndicate.

Name change
Don Flower Associates Inc., a

subsidiary of insurance brokerage
Rollins Burdick Hunter based in

Wichita, Kan., has changed its
name to Rollins Burdick Hunter of

Kansas Inc.

ff-» NEWS
NAS LTD. 100 SOUTH WACKER DRIVE CHICAGO, ILLINOIS 60606 (312) 726-2186 TELEX NO. 25-219 CABLE NAS LTD CGO

Everything You Ever Wanted In New
Coverages But Were Afraid To Ask

ULTIMATE UMBRELLA

A standard Umbrella policy endorsed to cover IBNR losses
of prior years with inadequate limits. This is an important
tool. This coverage will protect your client from serious
financial impact caused by today's awards for claims of the
past. Review past liability limits with your clients: they will
be amazed at the shallowness of their limits just ten years
ago. Also, market conditions of the mid-Seventies created
dips in their limits profiles. Now is the time to secure this
valuable cover, because if the market changes this coverage
will become expensive, if available at all.

RETROACTIVE COVERAGE

This cover is designed to provide coverage for past shortfalls
in limits or coverage. While similar to the Ultimate Umbrella,
it differs sharply due to its single line emphasis and concern
solely with the past. Do you have a client that in prior years
had a claims made insurance policy or had inadequate
limits? We have a policy that will convert a prior years'
claims made policy to an occurrence policy, or that will pro-
vide excess limits over the prior existing limits, whether on a
claims made basis or occurrence basis. Thought should be
given to acquainting your clients with this cover, since
changing market conditions will command much higher pre-
miums, if the coverage is available.

I.B.N.R.

Duning the mid-Seventies many corporations were forced, by
either economics or type of product, to purchase insurance
with a dedudible or a self-insured retention (SIR). In this day
and age this can create a financial problem, as the corpora-
tions now have to reserve funds in their financial report be-
cause of liabilities for the Incurred But Not Reported (IBNR)
claims. NAS Ltd. has the coverage to eliminate this situation
by providing a policy that will insure retroactively.the SIR or
deductible for IBNR losses.

BUSINESS LEGAL EXPENSE COVERAGE

An insurance policy which reimburses a business, profes-
sional group, organization or association (regardless of size)
for legal expenses incurred by reason of an unforeseen law-
suit, consultation or plaintiff action. It even covers the legal

expenses of a deductible or SIR under an insurance policy.
It's like having an attorney on a retainer basis, as it is the in-
sured's choice of attorney.

TENDER OFFER DEFENSE EXPENSE

Provides a publicly held corporation with coverage to defray
legal and other expenses (i.e. attorney, accountant, advertis-
ing, etc.) related to your client's resistance or fight against
an "unfriendly or hostile tender offer." The cover encour-
ages corporate officers and directors to make merger deci-
sions on merit alone, rather than being concerned by finan-
cial costs and pressures that would be created by fighting a
merger.

TAX INTERRUPTION POLICY

Your public entity clients need income protection, too...
every employed man and woman knows the value of disabil-
ity income coverage as protection against loss of earning
power. Businesses too, guard against this risk with business
interruption insurance. But what about municipalities, town-
ships, sanitary districts, school districts and other public en-
tities? They are caught in the crunch of continued inflation
and limited tax revenues. When a disaster causes physical
damage or other loss to major tax-generating properties, the
result can threaten the entire fiscal program. Now you can
present a reasonable alternative to these very real dangers. A
Tax Interruption policy covers Public Entities against
revenue decreases caused by destruction of tax-generating
properties.

------------------------
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NYIE members
The New York Insurance Ex-

change has approved Capacity
Managers International Inc. of New
York as a broker member of the

exchange. Capacity Managers be-
comes the NYIE's 58th broker

rnember.

Also, G.L. Hodson & Son Inc. has

been approved as an associated bro-
ker, raising the number of asso-
ciated brokers to 28. Associated

brokers meet the same standards as

full broker members but do not

have voting rights and can submit
business only for their own ac-
counts.

Acquisitions
Maryland Casualty Co. has

reached an agreement in principle
to purchase Commercial Lines
Systems, a division of Insurance
Systems of America Inc.

Minneapolis-based American
Hardware Mutual Insurance Co.

and Frankona Ruckversi-

cherungs-A.G. of Munich, West
Germany, have purchased owner-
ship interest in California Rein-
surance Management Corp. of
Pasadena, Calif.

The First American Financial

Corp. has acquired St. Paul Title
Insurance Corp. from The St.
Paul Cos. Inc. and changed the
company's name to First Ameri-
can Title Insurance Co. of Mid-
America.

In another move, The St. Paul
has reached an agreement in prin-
ciple to acquire Minneapolis-based
brokerage John H. Crowther Inc.

Burns & Wilcox Ltd./Market-

finders Inc. has acquired the
Alexander Howden Services

branch office in Indianapolis.
Alliance Brokerage Corp. of

New York has acquired the bro-
kerage firm of Case, Metz & Dick-
stein Inc., also of New York.

Alexander & Alexander Inc.

has acquired Ivor M. Grant & As-
sociates, an insurance brokerage
based in Santa Ana, Calif.

Milliman & Robertson Inc. of
Seattle, a leading actuarial and em-
ployee benefit consulting firm, has
acquired the actuarial valuation and
consulting segment of The Equita-
ble Life Assurance Society of the
U.S.'s group pension business.

New offices
Scottish & York International

Insurance Group has moved to
new headquarters at Carnegie Cen-
ter, U.S. Route 1 and Alexander
Road, Princeton, N.J. 08540.

Alliance Brokerage Corp. has
relocated its New York offices to

770 Lexington Ave., Fourth Floor,
New York, N.Y. 10021; 212-753-
7600.

INA offers umbrella

as group product
NEW YORK-Insurance Co. of

North America is filing with state
regulators to offer its personal ex-
cess liability insurance policy as a
group product.

Offering the personal umbrella
policy as a group coverage will
allow corporations, associations and
professional organizations to pro-
vide more personal asset protection
to employees.

The coverage is especially suit-
able for executives, professionals
and others with annual incomes of

more than $50,000 and who own
their own home and have other

valuable properties.
The coverage will be available to

groups of 25 or more.
Premiums will be based on a flat

average rate for each participant.
Limits of $1 million to $10 million
in excess coverage are available. a



The bigger the company,
the bigger the pension

GREENWICH, Conn.-The na-
tion's biggest corporations pay their
retired employees the most gener-
ous pensions, according to a new
survey.

In 1980, the most recent year
complete statistics are available,
the nation's 100 largest industrial
corporations, as ranked by Fortune
Magazine, paid newly retired
workers an average annual pension
benefit of $6,872.

By contrast, the bottom 100
members of the Fortune 1000 paid
workers who retired in 1980 an av-

erage annual benefit of $3,099, the
survey showed.

The difference in pension bene-
fits according to company size is
one of several key findings in a
massive pension survey of large
corporations conducted by Green-
wich Research Associates, a re-
search and consulting firm here.

To get a handle on pension
trends, Greenwich Research inter-
viewed senior financial executives

responsible for pension funds at
1,073 of the nation's largest com-
panies.

The survey reveals that the larg-
est corporations, which generally
are also the nation's wealthiest

firms, offer the most generous pen-
sion plans to their retirees and pay
correspondingly higher pension
costs.

Pension contributions as a per-
cent of payroll averaged 13.9%
among the 100 largest members of
the Fortune 1000.

The smallest 100 companies
among the Fortune 1000 paid an
average of 7.3% of payroll for pen-
sion contributions.

Big firms also had the highest
percentage of pension plan partici-
pants who had vested or had
earned a right to receive a pension
benefit.

Some 53.3% of pension plan par-
ticipants with the top 100 industrial
corporations were vested in 1980,
compared with 45.5% of plan par-
ticipants with the bottom 100 mem-
bers of the Fortune 1000, the sur-
vey showed.

Regardless of the individual size
of the firm, Fortune 1000 com-
panies generally offer cliff vesting
schedules in which an employee
has to work 10 years before he has
a right to a pension, according to
the survey.

The biggest firms were the most
likely to use a final-pay formula to
determine an employee's pension
benefit.

This final-pay method offers
greater protection against inflation
than a career-average formula
since salary, on which the benefit is
based, is usually highest during an
employee's last years of service
with a company.

Some 78% of the nation's 100

largest corporations in 1980 used a
final-pay formula to compute pen-
sion benefits, while 13% used a ca-
reer average formula.

By contrast, just 48% of the bot-
tom 100 companies in the Fortune
1000 offered final-pay formulas,
while 19% used career-average for-
mulas in computing pension bene-
fits.

A significantly higher percent of
plan participants were retired at
the largest corporations, compared
to the smaller firms.

About 20% of plan participants at
the 100 largest companies were re-
tired, while just 13% of participants
at the smallest 100 companies of the
Fortune 1000 were retirees.

Other findings include:
• The nation's 1000 largest cor-

porations have promised their pen-
sion plan participants a whopping
$354 billion in benefits. However,

the firms have put away just $297
billion to pay for those benefits,
leaving unfunded liabilities of $57
billion.

• In 1980, Fortune 1000 com-
panies paid their pension plan par-
ticipants some $16.1 billion in pen-
sion benefit payments.

• The typical large company
offers an average of 10.8 different
employee benefit plans. The 200
largest industrial companies pro-
vide an average of 20 different em-
ployee benefit plans.

.

Copies of "Large Corporate Pen-
sions 1982: Report to Participants"
are available from Greenwich Re-
search Associates, Office Park
Eight, Greenwich, Conn. 06830,
203-629-1200. The cost is $25.
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Asbestos insurer wants Agent Orange ruling
By STEPHEN TARNOFF

BOSTON-A major asbestos in-
dustry insurer is seeking to borriw
a recent decision in Agent Orange

litigation to relieve defendants in
asbestos cases of millions of dollars

in liabil.ity
Commercial Union Insurance Co.

recently filed motions in courts in

Maine and Connecticut to apply in
asbesto: cases a decision reached in

an Agent Orange case by the U.S.
District Court for the Eastern Dis-

trict of New York on Feb. 24.

The decision spelled out the cri-
teria of a legal defense by which
Agent Orange manu facturers who
provided toxic substances to the
government under contract during
the Vietnam War could avoid lia-

bility in suits brought by injured
soldiers.

Known as the government con-
tracl defense, it says a manufac-
turer may be shielded from liability
if a product causing a plaintiff's in-
juries conformed to :he specifica-
tions of a third party-in this case
the United States government.

Commercial Union, which rep-
resents asbestos manufacturers in

suits brought by thoisands of vic-
tirns of asbestos-related diseases, is

arguing that analogous circum-
stances surrounded contracts be-

tween manufacturers and the gov-
ernment during World War II
when thousands of shipyard work-
ers were exposed to asbestos.

"The Agent Orange decision is
equally applicable to cases involv-

ing asbestos insulation products
conforming to government specifi-
cations and sold for use by the

De

Unised States," says a law memo by
the New York firm of Rivkin, Leff,

Sherman and Radler, which repre-
sents Commercial Union.

"The factual setting of many as-
bestos lawsuits makes these cases

particularly appropriate fcr the as-
sertion of the government ecntract
defense."

The district court's riling paved
the way for Commercial Union to
so far file motions in ongoir_g as-
bestos trials in Maine and Cornsct-

icut. asking the cour-3 -O apply the

Agent Orange decision, according
to CU attorney Leonard L, Rivkin,

In Maine, the company is d€-
fending about 160 cases ghere
Pittsburgh-Corning Ccrp. is a de-
fendant, and in Connecticut in

about 200 cases where Sepco Corp.
is a defendant.

Mr. Rivkin, who also represents

Dow Chemical Co. and is the lead

defendants' counsel in -he Agent
Orange litigation, said Commercial
Union is asking the courts to pull
out asbestos cases tnat allege the
government contract defense and
litigate the issue in a separate trial.

The insurer likely will first need
a decision from tne court that the

government contract defense is ap-
plicable in asbestos situations, Mr.
Rivkin said.

A favorable ruling would then
require CU to prove tha- contracts
by its po_icyholders with the gov-
ernment conformed to the criteria

.aid down by the court for the gov-
ernment contract defense to apply.

If this could be proved, it would
spare manufacturers and their in-

surers from having to pay damages
m the related shipyard cases.

A separate trial also would result

in substantial savings in legal costs.
Mr. Rivkin said a decision as to

whether manufacturers can argue

the government contract defense in
the Maine asbestos cases could

come by June.

For the government contract

defense to apply in Agent Orange
cases, the U.S. district court in New
York said contracts between manu-

facturers and the government had
to meet four requirements. They
are:

• The manfacturer must have

supplied the Agent Orange to the
government pursuant to a contract.

• The government must have
established the specifications for
Agent Orange.

• The product must have met
the government's specifications in
all material respects.

Small firms

offered help
NEW YORK-Help may be on

the way for small businesses that
find it tough to buy group health
insurance and other benefits.

The New York Business Group
on Health, a non-profit arm of the
New York Chamber of Commerce,

has begun a one-year health study
designed to aid small businesses

having problems purchasing insur-
ance coverage, designing benefits
packages or finding consultants to

ease them through their benefits
worries.

Funded by a $99,222 grant from
the John A. Hartford Foundation, a

New York-based philanthropy that
finances health-care and cost-con-

tainment projects, the study will
survey 6,000 to 7,000 small busi-
nesses in Connecticut, New Jersey
and New York City.

The project, says Dr. Leon J.
Warshaw, executive director of the

New York Business Group on
Health, "will enable us to pursue
one of our major concerns: the
health-related problems of small

companies."
"Our first objective is a survey to

determine how small-business

managers deal with their employ-
ees' health care and how the cost of

that care impacts upon business."

Participants will be asked to
complete questions on gross sales
volume, number of employees,
types of health benefits currently
offered, types of cost-containment
measures employed, and employee
cost-sharing requirements. They
will be asked if they're interested
in changing their health plan.

The survey was prompted by
continued questions small business
operators had about insurance, Dr.
Warshaw explains.

"A number of small businesses'

owners said they had problems get-
ting insurance. Some said they
needed consultants," he says.

The survey. Dr. Warshaw
explains, will be used as the basis of
a health benefits course the New

York Business Group on Health
will conduct this autumn in Man-

hattan for small businesses.

The course will deal with the

history of benefits, the administra-
tion of benefits and what insurance

coverages are available.

The group also plans to use the
information to develop a guide to
assist small-business managers with
their health insurance questions.

The study, Dr. Warshaw says, is
believed to be one of the first of its

kind. "It's a subject about which
very little information exists.
When the survey is completed,
we'll make the results available to

anyone who wants to have them.
"The program will have a na-

tional utility," Dr. Warshaw says. .



• The government must have
known as much or more than the
defendants about the hazardous as-

pects of Agent Orange.
But Mr. Rivkin and an attorney

for the U.S. government differ on
whether the criteria applies in as-
bestos cases

One area of disagreement is
whether the military need for as-
bestos was as necessary to the
World War II effort as Agent Or-
ange was to the Vietnam war ef-
fort, an important basis for the
Agent Orange decision.

"Courts should not require sup-
pliers of ordnance to question the
military's needs or specifications
for weapons during wartime," the
decision says.

According to Peter Nowinski,
lead counsel for the government in
asbestos litigation, asbestos is not
analogous to the Agent Orange situ-
ation because asbestos was used

primarily in shipbuilding and not
in the manufacture of weapons.

The defense also may not be ap-

Storm damage
worst since

'79 hurricane
NEW YORK-A series of torna-

does that caused an estimated

$234.5 million of property damage
last month rank as the worst ca-

tastphe since Hurricane Frederic in
1979, which caused $752 million in
losses.

The damage estimates from the
storms, which devastated Paris,
Blossom and Reno, Texas, were re-
leased by C.E. Hermanson, assis-
tant vp of property claim services
at the American Insurance Assn. in

New York.

The storms, which included

wind, hail, ice and snow as well as
the tornadoes, caused damage in
Texas, Wyoming, Colorado, North
Dakota, South Dakota, Nebraska,
Kansas, Oklahoma, Minnesota,
Iowa, Missouri, Arkansas, Louisi-
ana, Wisconsin, Illinois, Michigan,
Indiana, Ohio, Kentucky, Tennes-
see, Mississippi, Alabama, West
Virginia and Pennsylvania.

The costliest damage, $55 million,
occurred in Texas, including a total
of $41.75 million in Paris, Blossom
and Reno.

Other states with extensive dam-

age include:
• Indiana, $30 million.
• Illinois, $28 million.

• Oklahoma, $26 million.
• Colorado, $18 million.
• Arkansas, $11 million.
• Missouri, $10.5 million.
• Ohio, $10 million.
The series of storms has been as-

signed Catastrophe Number 54 by
the Insurance Services Office.

In addition, insured property
damage caused by wind, hail, tor-
nadoes and flooding that affected
protions of central Florida April 8-
11 was estimated at $25 million by
Mr. Hermanson.

The estimate does not include

damage insured under the National
Flood Insurance Program.

The most extensive damage, ac-
cording to the AIA, occurred in Se-
minole, Volusia, Marion, Orange
Brevard, St. Lucie and Lee coun-
ties.

The storm was assigned Catastro-
phe Number 55 by the Insurance
Services Office.

Both of the catastrophes came at
the beginning of the second quar-
ter. The AIA and most major prop-
erty insurers reported record
weather-related losses during the
first quarter of 1982.

In addition, a series of fires that
swept through Orange County,
Calif., April 21 caused an estimated
$30 million of property damage,
Mr. Hermanson said.

The bulk of the damage took
place in Anaheim and included
apartment buildings and commer-
cial buildings. .

'If they offer the
defense, they must

concede the

immunity,' Mr.
Nowinski says.

plicable because much of the sale of
asbestos during wartime was not to
the government but to defense con-
tractors, he pointed out.

"The government was not
directly involved," he said.

Mr. Nowinski contended also

that the U.S. Navy did not purchase
the asbestos according to a govern-
ment design or specifications as is
required by the district court's cri-
teria. In most cases, the Navy went-
to the marketplace to purchase as-
bestos, he said.

In addition, Mr. Nowinski said it
certainly could be argued that the
industry had more opportunity for

knowledge of asbestos hazards than
the government.

He added that the industry can't
argue the government contract de-
fense without conceding govern-
ment immunity. "If they offer the
defense, they must concede the
government's immunity," he said.

Such immunity could mean as-
bestos plaintiffs would not recover
compensation from the federal
government, placing more of the
burden on the industry.

Commercial Union. however,
argues that asbestos used to build
naval vessels during the war was as
necessary to the war effort as
weapons and comes under the gov-
ernment defense doctrine.

"Clearly, asbestos was equally a
matter of military necessity, a posi-
tion which is bolstered by the fact
that it was stockpiled as a strategic
material," the law memo from Mr.
Rivkin's firm says.

It further contends that the man-
ufacture of asbestos conformed to

government specifications because

the government made final deter-
mination and approval of it even
though manufacturers gave input
to the government.

In addition, Commercial Union
argues that the government knew
as much as manufacturers about as-

bestos dangers.
"There is much evidence that in-

dicates that the knowledge was at
least equal," the memo says. "In
any event, it is also important to
note that the government contract
defense imposes no independent
duty upon the manufacturer to test
the product.

"Rather, it need only be demon-
strated that nothing was concealed
from the government that might
have altered its decision whether to

use products containing asbestos."
He added that the fact the gov-

ernment did not always purchase
the asbestos directly from the man-
ufacturers would not bar use of the
defense.

The defense might even apply in
contracts not made in wartime.

"Keeping up the defense is just as
important," Mr. Rivkin said.

Commercial Union and other

companies such as the Johns-Man-
ville Corp. and Keene Corp., have
filed third-party complaints against
the government seeking to recover
what the companies allege is the
government's liability in asbestos
cases.

As of last week, about 1,200 such
suits had been filed against the gov-
ernment by either asbestos manu-
facturers or their insurers, accord-
ing to Mr. Nowinski.

In addition, Keene Corp. has
filed suits in federal court and in

the U.S. Court of Claims seeking
damages from the government's in-
volvement in the asbestos-related
diseases of thousands of former

shipyard workers.
None of the suits has taken the

government contract defense ap-
proach, which does not seek to as-
sess liability on the government but
only to relieve the companies from
liability. .
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Law conference
Professionals more liable than ever: Lawyer

By STACY SHAPIRO

LONDON-One thing you can be
sure about when it comes to profes-
sional liability doctrines in the
United States.

They never remain the same for
very long.

"This area of law and its conclu-.

sions is constantly changing," said
Ronald A. Jacks, a member of the
Chicago firm of Isham, Lincoln &
Beale, who reported on U.S. legal
developments at the International
Insurance Law Assn. Conference
in London last month.

But, he said, one item holds true:

"Legal doctrines have evolved to
the point where professionals of all
kinds are presently subject to
greater scrutiny and more exacting
liability than at any time in the
past."

Mr. Jacks, who is currently rep-
resenting Northbrook Excess &
Surplus Insurance Co. in the com-
plex liability litigation arising from
last summer's skywalk disaster at
the Hyatt Regency Hotel in Kansas
City, Mo., said this confusion over
liability standards has a big impact
on the insurance buyer.

"The end result is that the tradi-

tional doctrines have given way or
been modified to the point where
liability is more often imposed than
not with a corresponding impact on
the cost and availability of liabil:ty
insurance," he stated

No real principles of law are ap-

Mission won't swallow liability
LONDON-British lawyer Michael Cohen

wanted to sze the sights when he visited the United
States.

So he took in one of the nation's more famous
tourist attractions: California's Mission of San Juan

Capistrano, founded in 1776.
Inside the little church was a sign expressing the

hope that visitors would enjoy what they saw and
requesting that they donate $1.

"So being a rrh Briton, I did," Mr. Cohen told a
group at the International Insurance Law Confer-
ence in London last month.

Mr. Cohen says he was almost forced by a church
employee to take a receipt, which he put in his
pocket.

When he later read it, he discovered it just wasn't
a receipt. The back of the ticke: read:

"The person using this ticket assumes all risk of

plicable to liatility de.isions in the
United States, Mr. Jacks continued.
Each court case, it seems, is con-
cluded on its own merit and the re-

lationship bet¥veer. defendant and
plaintiff.

And this spawns more lawsuits,
he said.

Instead of basing liability on con-
tractual agreemen ts, like in most
other countries, Mr. Jacks ex-

plair.ed that U.S. courts focus on
negligence anc wrongful acts as the
basis of their judgmenis.

But, he said, tte glut of court

0 0

ScorRe

personal injury and loss of property. The manage-
ment reserves the right to revoke the license
granted by this ticket.

"Vaya con Dios (Go with God)."
This waiver of liability by the California mission

raises an important question, said Jionald A. Jacks
of the law firm of Isham, Lincoln & Beale in Chi-
cago.

Is providing a service, like a tour of a historic
sight, akin to making a product under California
law?

Such a judicial determination would show that the
rendering of service is akin to a product, along with
the liabilities and all that follows, Mr. Jacks ans-
wered.

And soon, companies that offer services to the
community may be held just as liable for "injury" as
manufacturers, he said. "We are almost there."

cases in some areas of professional
liability may have stopped grow-
ing.

"I think we have seen a leveling
off of medical malpractice lawsuits
in intensity of judgment and ex-
pansion," he said. "Today it seems
to be a manageable line of busi-
ness."

The medical profession is taking
a bigger role in settling medical
malpractice complaints, he noted.
In New York, Illinois, California
and several other states, groups of
doctors examine medical malprac-

tice complaints before they go to
court

"And if the peer group decides
the doctor was not negligent, their
findings can be introduced in litiga-
tion," Mr. Jacks explained.

Other professions, however, are
witnessing a major push into strict
liability, with courts holding that
they provide products rather than
services, Mr. Jacks pointed out.

"The higher degree of risk, the
higher degree of care," he said.

One lawyer from the Nether-
lands said he didn't understand the

logic of establishing strict liability
for providers of services.

"With dangerous operations
where there is a risk involved, you
shouldn't impose strict liability as
you do with products," he said.

"I agree with you," Mr. Jacks re-
plied, "but the court decision
doesn't always think that way."

There are two basic rules in the
U.S. legal system that are different
from anywhere else in the world,
Professor Spencer Kimball of the
University of Chicago pointed out.

"One is the contingency fee sys-
tem, whereas in other countries it is
considered either illegal or unethi-
cal or both," said Mr. Kimball. And
the other is that U.S. courts make a

defendant bear his own legal costs.
"So, the plaintiff risks relatively

little. He wins big and his lawyer
wins big," he said.

The contingency fee system, in
which a lawyer is usually paid a
percentage of any award granted to
the plaintiff, brings more cases to
court, Mr. Kimball said, since a
plaintiff does not have to worry
about paying his or her legal fees
should the case be lost.

The plaintiff also doesn't have to
worry about paying defense costs
should the suit be unsuccessful.

"This will unfortunately be a
part of our system in the future,"
Mr. Jacks said.

European laywers, however, said
the adoption of such practices in
their countries was unlikely. •

More countries demand liability cover
By STACY SHAPIRO

LONDON The world is becom-

ing more litigation-minded, forcing
professionals to ask for more liabil-
ity insurance, an International In-
surance Law Assn. study reveals.

"In many countries there is an
increased number of claims with a

higher demand for liability insur-
ance," said Professor Hugh Cock-

erell, vp of the British Insurance
Law Assn., who compiled the re-
sults.

More countries are also requiring
that certain professionals, like doc-
tors, purchase liability insurance,
Mr. Cockrell said during the asso-
ciation's conference last month.

He said that the number of clains

is increasing in nations where strict
standards of liability are imposed
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on the legal, medical, architectural
or engineering fields.

"This also shows an increase in

the size of the insurance policies
taken out and the premium
charged," Mr. Cockerell said.

But the liability insurance needs
of professionals vary from nation to
nation.

For example, nearly 95% of the
professionals in the United States
bought some form of professional
liability coverage in 1969, up from
just 5% in 1955, he said.

But in Japan, where liability
claims are not as rampant, profes-
sional liability insurance wasn't in-
troduced until 1963. Similarly,
medical malpractice insurance was
not introduced in Argentina until
last year.

Although there are great differ-
ences in the legal climates of vari-
ous nations, most of the world's
courts base their judgments on
Roman teachings, said Mr. Cook-
erell.

"One thing will be apparent to
anyone who reads this report: the
debt that present-day law owes to
Roman Law," he said.

"Justinian claimed 'All nations

now are ruled by laws which we
have issued or compiled.' Fifteen
hundred years later, he could say
that again."

Most countries, Mr. Cockerell
pointed out, say that coverage for
intentional acts or gross negligence
cannot be excluded from profes-
sional liability policies. In the Neth-
erlands, such exclusion clauses

were allowed in policies until about
10 years ago, but not today.

Some limitations of liability on
behalf of companies or profes-
sionals are derived from interna-

tional conventions, such as the

Warsaw Convention, which gov-
erns international air transporta-
tion, Mr. Cockerell also said.

However, there are some differ-

Continued on facing page



Attorneys, companies wary
of international product code

By STACY SHAPIRO
LONDON-There is still talk

among the Common Market na-
tions about finalizing a product lia-
bility directive to apply to all mem-
bers, but no one knows when they
will agree on the directive's word-
ing.

Despite the delays, attorneys and
European manufacturers are more
concerned about the possibility of a
directive than ever before, said
Jorgen Hansen of Denmark, chair-
man of the product liability work-
ing party of the International Assn.
of Insurance Law (AIDA).

Under the current proposal, a
manufacturer of a defective prod-
uct in the Common Market coun-

tries would be liable for damages
"whether or not he knew or could
have known of the defect."

The proposed directive adds
that the producer shall be liable
"even if the article could not have

been regarded as defective in the
light of scientific and technological
development at the time the article
was put in circulation."

However, Britain would like to

soften this standard of strict liabil-

ity with a provision that would
protect manufacturers of products
that employ state-of-the-art tech-
nology (BI, Oct. 12, 1981).

Mr. Hansen said that attorneys,
legislators and manufacturers are
also wondering if the directive
should include:

• Minimum or maximum

amounts of awards?

• Construction risks? "I think

they will be excluded in the liabil-
ity directive and decided by the
various countries," Mr. Hansen
said.

• Exclusion of some products
such as agricultural or fish prod-
ucts?

Manufacturers will have to wait

a long time for those questions to be
answered. It could take members of

the European Economic Commu-
nity six years to approve the di-
rective once its final language is
worked out. And no one expects
the wording to be finalized very
soon.

Meanwhile, the AIDA product li-
ability working party, headed by
Mr. Hansen, is trying to develop

International lawyers
confer in insurance capital

LONDON-Try understanding legal jargon in ChiRese.
That's just one of the languages delegates used to write papers for

the Sixth International Insurance Law Assn. Conference in London,
better known as AIDA.

From Austria to Yugoslavia, attorneys gathered for a week last
month to discuss insurance and legal problems that affect their mul-
tinational clients.

Delegates discussed the legal relationships between policyholders
and insurers in today's litigation-minded society and expressed con-
cerned about the growing problems of product liability. Thfy are
watching U.S. courts to see what repercussions their decisions might
have on international insurance law.

"The development of insurance law must occur between practi-
tioners and theorists," said Dr. Simon Frederico of Belgium, presi-
dent of the association. Members of government organizations, in-
surers, judges and lawyers and scholars "all play a part in the blood
of insurance," he added.

British speakers at the conference stressed the nation's role in the
international insurance market.

"We cannot claim to be inventors of insurance," said the Lord
Mayor of London, "but we can claim to learn early and fast."

The mayor pointed out that it was appropriate that the interna-
tional insurance gathering be held in London, because that's where
buyers, brokers, underwriters and reinsurers from around the world
gather to trade risks.

"This is the home of a great insurance market," added Dr. Gerald
Vaughan, minister of consumer affairs for the Department of Trade,
which regulates insurance in Britain.

"And it is in Britain that legislation has been streamlined to guar-
antee that the policyholder gets his claim paid," he said. "The insurer
must have the resources to carry out his business" in Britain.

Study looks at liability standards
Continued from facing page
ences in liability standards around
the globe. For example, the United
States stands alone in assessing pu-
nitive damages against defendants.

"Damages in most systems of law
are calculated so as to indemnify
the plaintiff against his loss by
making it good so far as money
can," Mr. Cockerell said.

"In the U.K., aggregated dam-
ages may exceptionally be awarded
to compensate the plaintiff for any
aggravation of the damage caused
by the defendant's conduct, mo-
tives or manner," he said.

But no other country except the
United States regularly awards
damages as punishment, the survey
showed. "In most states of the

United States, it is possible to ob-
tain punitive damages which are
not compensatory but are viewed
as a method of discouraging evil
motives," Mr. Cockerell said. Most
countries say that damages in tort
actions should be the same as dam-

ages that are paid through contrac-
tual agreements.

And most countries assess dam-

ages according to the amount of
blame that can be attributed to the

plaintiff, he added.
Also, all nations limit the amount

of time during which a plaintiff can
file a lawsuit. Under ancient

Roman law, the "period of pre-
scription" is between 30 years and
40 years, but is reduced to three
years for some claims. Many legal
systems have adapted these same
time frames, Mr. Cockerell said.

"Time limits are a lawyer's
nightmare, particularly if he fails
to file an action in time," he said.

"But the U.S. has a jungle of pre-
scriptions state by state," Mr. Cock-
erell pointed out. Malpractice law-
suits can be filed one to six years
after the alleged injury. Six states
have special time periods for archi-
tects and engineers. And California
is has a time limit for malpractice
suits against lawyers. .

standards for uniform product lia-
bility laws 10 to 15 years from now.

The panel has received com-
ments from nations from Austria to

Japan about the problems of prod-
uct liability legislation.

"There is a gap between the lia-
bility rules and insurance cover-
age," said Mr. Hansen. He ex-
plained that in many countries, the
maximum amount of product lia-
bility coverage a manufacturer can
purchase does not approach the
maximum amount of tort judg-
ments.

And other quirks exist in prod-
uct liability coverages and laws.

For example, an investigation by
a defendant after a product liability
claim is filed may reveal that no
damage or injury was suffered by
the plaintiff. However, the com-
pany is still left with the cost of the
investigation.

"Compensation can be claimed
under the rules of the law of dam-

ages, but according to the terms of
the product liability policy, the loss
will be excluded from insurance

coverage because no actual damage
occurred," Mr. Hansen said. •
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Safety experts want to control toxic fumes
Continued from page 3 breathe acid material usually die ing Code doesn't come up for re- how many go unreported and what helped support Dr Alarie's re-
Burning nylon carpeting releases from pulmonary edema " view until 1985 and politically the the liability losses are This would search, is nearly ready for release

smoke that lS 20 times as toxic as Preliminary reports on the West- earliest we could get any changes seem to be a message to the insur- into the general marketplace
wood smoke, containing deadly chase Hilton fire Indicate po- through would be 1991," she says ance industry that something needs PPG's patented plastic resin En-
carbon monoxide and hydrogen cy- lyurethane foam from a burning "So I am discouraged " to be done " virez, which has a low toxicity, puts
anide gases, Dr Alarie has found chair was the source of thick black Another route may be through But George Mulligan, vp of gov- out relatively little smoke and is

Vinyl chair covers or shower smoke that poured into rooms, the nation's fire marshal, she says ernment affairs for the American difficult to ignite, can be used for
curtains made of polyvinyl chlo- sources say Harris County Medical "Codes don't address the use of Insurance Assn, says he doesn't wall and ceiling panels, seating,
ride also burn with a toxicity 20 Examiner Joseph Jachimczyk has wallpaper, rugs and other furnish- think the insurance industry and ventilation duet work, a PPG
times that of wood, releasing car- said' two of the victims' blood had ings, but apparently a fire marshal should fund testing for toxins in official says
bon monoxide and hydrogen chlo- higher than normal levels of cya- has the authority to set standards plastics During extensive testing En-
ride, a highly corrosive gas that rude for these things He could restrict "I would say that studies need to virez panels were burned and mon-
yields hydrochloric acid when dis- "Smoke inhalation deaths are the use of a certain chair until it be done, but I'm not sure the indus- itored for smoke generation and
solved in water nearly always ascribed to carbon has been tested for total fire perfor- try should be where the money emission of toxic fumes It was

Polyurethane foam in chair monoxide, since it is the only toxic mance, including toxicity, flamma- should come from initially," he found that ltS smoke was no more
cushions discharges smoke five substance generally found in Vic- bility and heat release " said "There is just so much you can toxic than that produced by wood
times as toxic as wood, Dr Alarie tims' bodies m any quantity," says Two New York state legislators, do and so much of other people's from a Douglas fir
says Like nylon, it contains hydro- Mr Vickery He says better testing Sen John Dunne and Assembly- burdens you can assume " But Marriott's Mr Woods says
gen cyanide and carbon monoxide methods need to be developed to man John Branca, have introduced He believes the government has the development of materials with

These are but a few of the toxins pinpoint the cause of death so use a bill in that legislature that calls the primary responsibility for low toxicity lS not where the ulti-
carried by smoke, says Dr Rosalind of materials that contribute to it for funding toxicity testing but says in- mate solution to the problem lies
Anderson, head of toxicology for can be restricted in buildings • Evaluation of the hazards of surers would be willing to aid the "I'm not sure anyone fully un-
consulting firm Arthur D Little But Dr Anderson says, "Almost smoke and gases produced by the government's efforts derstands the question here," Mr
Co of Cambridge, Mass no lab in the country can do a hy- combustion of materials used in "There are alot of interests in- Woods says "If they did, the insur-

"Smoke is composed of hundreds drogen cyanide determination ac- building construction and furnish- volved in this issue besides insur- ance industry would send in a team
of different chemical materials, curately You cannot test for the ings ers," Mr Mulligan says, "Insurance of extremely competent engineers
each of which has a different effect fatal presence of hydrogen cya- • Determination of the feasibil- only plays a role in trying to reim- to test all aspects of a hotel's con-
on the functions of the human nide " ity of rating materials according to burse people for their damages " struction and fire safety before in-
body," she says "If you identify Because of the variety of toxins their toxicity during combustion Pressure also is coming to bear suring it But you don't see that
components and look them up in a released by fires, "We will never be • Recommendations for incor- against the hotel Industry from happening It costs too much "
handbook, you don't find anything able to work backward from a vic- porating combustion toxicity infor- plaintiff attorneys, Dr Anderson If it is possible to reduce toxicity
They change into something else, tim's body to determine exactly mation into the New York Uniform says "A representative of the at a reasonable cost, lt makes sense
combining with other chemicals, what substance or combination of Fire Prevention and Building American Hotel & Motel Assn told to do so, he says "But the odds of
during the fire " substances killed him," she says Codes me more than $4 billion in lawsuits eliminating the use of toxic materi-

While carbon monoxide and cy- "But there lS an indication that we The legislators hope the law is pending against hotels stemming als in buildings are not good "
anide gas act to inhibit the body's can handle the problem by clean- would move the study of toxicity from fires and other disasters Perhaps the best way to reduce
use of oxygen, acid gases like hy- ing up materials used before we out of the laboratory and into prac- "With the price tag that high, toxic smoke is to put fires out as
drogen chloride burn mucous haveadeath " tical use "It's not feasible to place testing will become more attrac- quickly as possible, Mr Woods says
membranes Dr Anderson, who until recently an outright ban on all materials tive It could be cheaper to test than "Probably the cheapest and most

"They do the same things to advocated addressing toxicity that are more toxic than wood to pay (liability damages) " effective way to do this is for all
lungs that they would do to clothes through building codes, now says when burned, but we can require A spokesman for the American new construction to be fully
or skin-they corrode them," says this approach might be too slow that some materials be used with Hotel & Motel Assn , however, sug- sprinklered "
Dr Anderson "People who "This part of the Uniform Build- greater care, based on our knowl- gests the most practical way to fund Those who point out the toxicity

edge of their fire-related proper- improvements would be for insur- problem are the first to agree with
ties," they said in a Joint statement ers to give premium credits to this assessment-in part

Dr Anderson agrees, saying, hotels that install fire retar- 44No one can start without a good
"We can't talk elimination of prod- dent/low toxicity materials and full sprinkler system, says Dr Ander-
ucts yet We don't have enough sprinkler systems son, adding that the next logical

ISI
data to say which we should or Products such as fire retardant step is to plan for evacuation, isola-
should not allow on the market, but mattresses and wall hangings are tion of the fire and providing safe
it is time to test materials to get that already being developed, but tend rooms where trapped people can
data " to cost more than ordinary furnish- wait out the blaze After that comes

The main problem lS money, she ings, he says 44 If insurers would their evacuation

says It costs about $5,000 to test one give us credit for putting these in, "Prevention of fire is the ulti-

material for total fire performance, this plus tax relief would make lt mate solution," says Dr Alarie
including toxicity, using National something we couldn't afford to "Sprinkler systems are a good an-
Bureau of Standards-type testing pass up " swer "

This adds up when one considers An insurance consultant says the But in the meantime about 130

that some of the larger plastics basic idea of giving premium cred- people have died in four major

Excess
manufacturers produce up to 20,000 ltS for the use of materials low in hotel fires in the last 16 months,
different materials each toxicity and combustability has Mr Vickery says As a former chief

Money for testing will not come merit of the Seattle Fire Department, Mr
from the government since fire "The competitive market for lia- Vickery has been outspoken in
safety programs are already falling bility insurance right now is so soft, favor of sprinkler systems, but says

Casualt*
victim to budget cuts, most sources however, that the effect of such a he believes toxic fumes must be ad-
agree They say it must come from rating schedule as of 1982 would be dressed through fire and building
manufacturers, the hotel industry destroyed," he says codes

or insurers Steps are being taken by some "It is incomprehensible in a
"There are about 12,000 hotel plastics manufacturers to lessen the country with all our expertme that

fires reported each year, with $150 toxicity of their products we do not address toxicity m our
million of property losses," Mr A fire-safe material developed codes," Mr Vickery says "This

Strong new markets! ISI is now offering Vickery says "God only knows by PPG Industries, a company that needs to be done "

unlimited capacity Excess Casualty markets.
all Best's Rated B + or better

Call today for prompt, competitive quotations MGM suits linked to toxic fumes
on these coverages:

LAS VEGAS, Nev -An attorney representing coverage purchased before the fire and $170 million
100 MGM Grand Hotel fire victims draws a clear in back-dated insurance.

• Primary or Capacity Umbrellas line between the use of toxic building materials and 44Many of my clients have smoke inhalation prob-
potentially huge liability Judgments against maJor lems," Mr Kumetz says. 4,Toxic substances in

• Systems Performance hotels smoke cause lung problems, cut down on the supply
"Any fire in a building with toxic materials like of oxygen to the heart and bring other reactions.

• Products (Primary or Excess) those present in the MGM will be very expensive to Inhaling polyvinyl chloride, we're informed, can
insurers, or to the hotel if it doesn't have adequate cause sterility in women.

• Professional Liability 44insurance," says attorney Fred J Kumetz of Los An- People exposed to smoke also have developed

• SIR Programs and Fronting geles. problems with memory, feel fatigued and feel
His clients are suing MGM Grand Hotels Inc and weak," he says. "There is a high incidence of lung

• Excess Worker's Compensation other defendants for $15 million following the No- cancer among them, and I have some clients who
vember 1980 fire that killed 85 people Fire safety have developed diabetes since the fire "

• Contractors, including Professional experts say 69 of the victims died of smoke inhala-

Exposures tion, many 20 stones above the actual blaze. He says he expects 50% of the people inside the
The toxicity of building decorations and furntsh- MGM Grand during the fire to have residual effects

ings w111 be emphasized in the suits, he says 4,Wher- from breathing toxic fumes

ISI CORPORATION
ever plastics resulting in toxic fumes were used, the* Asked about possible solutions to the toxic ma-
suppliers were brought into our cases as defendants" terials problem, Mr. Kumetz says, "We attorneys

IDEAS-SERVICE-INDEPENDENCE
Mr Kumetz estimates the MGM liability cases, can't limit their use. Only the industry can do that.

with 1,000 claims still outstanding, will cost a total ¢4The only thing we can do is recover damages for
676 St Clair Chicago IL 60611 of $150 million to $200 million This would be people exposed to them Hopefully the MGM and
(312)787-4821 Telex 25-3566 within MGM Grand's liability insurance coverage (Las Vegas) Hilton fires will do something to show

limits of $200 million, consisting of $30 million of builders and contractors we mean business "
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Publishing June 7
Ad Closing May 25

Employee.benefits/group insurabdeisa m6rket worth 6illi6ns of
.:,7 I '. dollars..\ a d¥ritiic, ever-chtinging industry virtually

-trawing,by leaps and bounds:

When executives vitally involved in this industry want the
information they need to keep on top of the marketplace

they turn to Business insurance.

It's the magazine that covers it atl because_the market-demands it,
All the news and happenings in employee benefits: Every week.

On June Z the editors of Bl will examine the future of this billion-dollar

marketplace They'll report on all the trends in products and services...
changes in rates... new developments in such core coverage

programs as group insurance, pension and other retirement plans ...
profit sharing... governmental regulations and their effect on employee

benefits... how industries communicate their benefit packages...
the innovators and newsmakers in the industry...and much more

This is an ideal time to sell your products and services to an influential
audience where 60% of the executives are responsible for the

purchase of employee benefits Insurance and related services ...
78% are directly responsible for employee benefits management* It's
an important advertising vehicle for you that will be read and saved

Reserve your ad space now! Ad closing for this special issue is May 25

Call or write Don Walsh, 220 East 42 Street, New York, New York 10017

(212) 210-0133 Or contact one of our sales offices listed below

'An Audience Profile of the Business Insurance Reader, 1980

If you're in the insurance business,
you belong in

business
insurance
APublication of Crain Communications Inc.

New¥ork: 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

fs*
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mately $986) Course Coordinator, Risk Research

datebook Group Ltd, Bridge House, 181 Queen Victona St,
London EC4V 4DD, 01-236-2175

JUNE 840 Financial Analysts for Risk Man-
MAY 10-14 Loss Control Management course MAY 19 Workers Compensation Insurance in agement Decisions seminar in Washington,
in Atlanta, sponsored by the International Loss KInese seminar in Wichita, Kan, co-sponsored sponsored by Cozzolino Associates Inc, $685, plus
Control Institute, $590 Also June 1448 in Atlanta by the Nauonal Council on Compensation Insur- $50 registration fee per company Cozzohno Asso-
ILCI, Box 345, Loganville, Ga 30249, 404-466- ance and the Kansas Insurance Department, free ciates Inc, 12 Chippenham Drive, West Berlin,
2208 of charge Also May 20 in Topeka, Kan David V NJ 08091, 609-784-7105

RNECD
Chartrand, Insurance Information Institute, 6701

MAY 1044 Sampling Strategies course m San W 64th St, Suite 215, Shawnee Mission, Kan JUNE 8-10 Industrial Fire Brigade seminar in
Diego, sponsored by the University of Southern 66202, 913-831-0080 Columbus, Ohio, sponsored by Mead Loss Control
California, Institute of Safety & Systems Manage- Consultants Inc, $300 Mead Loss Control Consul-
ment, $475 Institute of Safety & Systems Manage- MAY 20 Third Annual Crime Prevention se- tants, Courthouse Plaza NE, Dayton, Ohio 45463,
ment, Office of Extension & In-Service Programs, minar in Clayton, Mo, co-sponsored by the St 513-223-1300, ext 240
Los Angeles, Calif 90007, 213-743-6523/6524 Louis Crusade Against Crime and the InsuranceREINSURANCE Information Institute, $16 Crusade Against JUNE 9 Risk Management Information Sys-
MAY 11-12 Confined Space Entry workshop m Crime, 4158 Lindell Blvd, St Louts, Mo 63108 tems seminar in Tulsa, Okla, sponsored by Corpo-
Houston, sponsored by Loss Preve-ltion Associ- rate Systems, $50 Matt Davis, Corporate Systems,
ates, $285 Loss Prevention Associates, Box 59888, MAY 20 Industrial Back Pain Patient semmar Box 31780, Amarillo, Texas 79120, 806-376-4223
Dallas, Texas 75229, 214-241-0396 in Chicago, sponsored by the National Safety

Council and the Midwest Industrial Back Care In- . JUNE 941 Advanced Safety Management
MAY 11-12 Principles of Petroleum Insurance stitute, NSC members, $90, non-members, $110 course in Atlanta, sponsored by International Loss
workshop in Houston, sponsored by RIMCO Risk Robin Morgenstern, Chicago Back School, 670 N Control Instltute, $350 ILCI, Box 345, Loganville,
Management Inc and the Professicnal Develop- Michigan Ave, Chicago, Ill 60611, 312-951-1115 Ga 30249, 404-466-2208
ment Institute of North Texas State University,
$345 Also May 26-27 in San Antonio, Texas Bar- MAY 24 Ways to Contain Business Health JUNE 1+15 The Mine Safety and Health Act
bara Elhott, Professional Development Institute, Care Costs seminar m St Paul, Minn, sponsored Conference in Denver, Colo, sponsored by The
North Texas State University, Denton, Texas by Control Data Management Institute, $195 Con- Energy Bureau Inc, $650 Jane Marsik, The En-
76203, 817-788-2483 trol Data, Box O, Minneapolis, Minn 55440,800. ergy Bureau, 41 E 42nd St , New York, N Y

638-6590 10017,212-687-3178
MAY 1144 Electronic Funds Transfer Secu-

rity conference m Chicago, sponsored by the MAY 24-25 Guard Training program in Chi- JUNE 14-16 1982 Washington Legislative Up-
American Bankers Assn, members, $415, non- cago, sponsored by the American Society for In date program m Washington, sponsored by the
members, $515 Julia Hollander, Payment Systems dustrial Security, members, $240, non-members, International Foundation of Employee Benefit
Policy Board, ABA, 1120 Connecticut Ave NW, $325 Lewis C Schneider, ASIS, 2000 KSt NW, Plans, members, $390, non-members, $465 IFEBP,
Washington, D C 20036, 202-467-4293 Suite 651, Washington, D C 20006, 202-331-7887 18700 W Bluemound Road, Box 69, Brookfield,

Wis 53005, 414-786-6700

MAY 12 Developing Medical ar.d industrial MAY 25-26 Asbestosts, DES and Agent Orange
Hygiene Surveillance Systems seminar m Chi- Claims symposium m Chicago, sponsored by the JUNE 14-16 Techniques of Risk Management
cago, sponsored by Carnow, Combear & Associates Society of Chartered Property & Casualty Un- course in Hartford, Conn, sponsored by the Risk
Ltd, $15 Carnow, Combear & Associates Ltd, 20 derwriters, members, $185, non-members, $195 & Insurance Management Society, members, $345,
N Wacker Drive, Chicago, Ill 60606, 312-782- Harry Niemann, Director of Continuing Educa- non-members, $445, $195 for each additional par-
4486 tion for CPCU, Kahler Hall, Providence Road, ticipant from same company Claudia Shrider,

Malvern, Pa 19355, 215-648-0440 RIMS Schools Administrator, 205 E 42nd St, New
MAY 12-14 Establishment. Operation and York, N Y 10017, 212-286-9292

Management of Captive Insurance Companies MAY 26 Employee Training Programs How
course m Amsterdam, Netherlands, sponsored by to Achieve Cooperation and Compliance se- JUNE 14-18 Recognition of Occupational
the Risk Research Group, 330 pounds (approxi- minar in Chicago, sponsored by Carnow, Conibear Health Hazards course in Los Angeles, spon-
mately $581) Sue Moore, Risk Research Group & Associates Ltd, $15 Carnow, Conibear & Asso- sored by the University of Southern California,
Ltd, Bridge House, 181 Queen Vic-ona St, Lon- ciates Ltd , 20 N Wacker Drive, Chicago, Ill Institute of Safety & Systems Management, $475
don ECW 4DD, England, 01-236-21,5 60606,312-782-4486 USC, Institute of Safety & Systems Management,

Office of Extension & In-Service Programs, Los
MAY 12-14 Safety Management-Direction MAY 26-27 Health Care Cost Containment Angeles, Calif 90007, 213-743-6523/6524
for the '805 conference in San Francisco, spon- workshop in Chicago, sponsored by the Health
sored by the National Safety Management Society, Research Institute, $395 Also June 15-16 In St JUNE 16-18 Techniques of Finance and Ac-
members, $245, non-members, $295 NSMS Con- Louis Health Research Institute, 49 Quall Court, counting course in Nashville, Tenn, sponsored by
ference, Box 5701, San Francisco, Calif 94101 Suite 200, Walnut Creek, Calif 94596, 415-676- the Risk & Insurance Management Society, mem

2320 bers,$345, non-members, $445, $195 for each addi-
MAY 1244 Techniques of Loss Control course tional participant from same company Claudia
in Los Angeles, sponsored by the Risk & Insur- MAY 26-28. Safety Management in the Petro. Shmder, RIMS Schools Administrator, 205 E 42nd
ance Management Society, members, $345, non- chemical Industry conference in Houston, spon- St, New York, N Y 10017, 212-286-9292
members, $445, for additional participants from sored by International Safely Associates Inc, $395
same company, $195 Claudia Shnider, RIMS International Safety Associates Inc, 126 North- JUNE 17-18. Structuring and Managing Asso-
Schools Administrator, RIMS, 205 E 42nd St, point Drive, Houston, Texas 77060, 713-999-0000 ciation Captives conference m New York, spon-
New York, N Y 10017, 212-286-9292 sored by Conning & Co, $495 Robert Brian or

MAY 27 Greater San Diego Insurance Day Lynn Prunkl, Conning & Co, 41 Lewls St, Hart-
MAY 1344 Hazardous Waste Training for meeting in San Diego, sponsored by the Indepen- ford, Conn 06103, 203-527-1131
Managers and Supervisors seminar in Houston, dent Insurance Agents & Brokers Assn of San
sponsored by the International Safety Associates, Diego,$20 IIABA, 3421 Park Blvd, San Diego, JUNE 17-19 Corporate Benefits Management
$335 International Safety Associates, 126 North- Calif 92103 conference in Stateline, Nev, sponsored by the In-
point Drive, Suite 157, Houston, Texas 77060, 713- ternational Foundation of Employee Benefit
999-0000 MAY 27-28. Practical Methods of Combining Plans, members, $470, non-members, $545 IFEBP,

Safety and Production seminar in El Paso, 18700 W Bluemound Road, Box 69, Brookheld,
MAY 13-14 Radiation Protection of the Public Texas, sponsored by the Paso Del Norte Chapter Wis 53005, 414-786-6700
in a Nuclear Accident course in Washmgton, of the American Society of Safety Engineers,
sponsored by the International Insitute of Safety members, $40, non-members, $50 Jim Jordan, Se- JUNE 2423 Group Health Institute conference
& Health, $245, three or more participants from minar Chairman, 10727 Gateway West, El Paso, in Detroit, sponsored by the Group Health Foun-
same company, $195 Harold M Gordon, 5010A Texas 79935, 915-593-3400 dation, an affiliate of the Group Health Assn of
Nicholson Lane, Rockville, Md 20852, 301-984- America Inc, members, $320, non-members, $370
8969 MAY 28 First Annual Bay Area RIMS confer- before May 17, members, $345, non-members, $395

ence in Palo Alto, Calif, sponsored by the North afterward Conference Office, Group Health
MAY 14 Air Sampling Techniques for Safety ern California and Santa Clara Valley chapters of Foundation, 624 Ninth St NW, Washington, DC
Professionals workshop in Boston, Mass, spon- the Risk & Insurance Management Society, $40 20001, 202-737-4311
sored by Fireman's Fund Risk Management Ser- Stephen Deness, University of California, 1942
vices Inc, $130 Robert Yamamoto, Fireman's University Ave, Berkeley, Calif 94704, 415-642- JUNE 21-23 Accident Potential in Workplaces
Fund Risk Management Services Inc, 1600 Los 3754 Due to Human Factors course in Los Angeles,
Gamos Drive, San Rafael, Calif 94911 sponsored by the University of Southern Califor-

JUNE 14 Inspector Training seminar in San nia, Institute of Safety & Systems Management,
MAY 17-19 Fundamentals of Insurance course Diego, Calif, sponsored by the International $260 USC, Institute of Safety & Systems Manage-
in New York, sponsored by the Risk & Insurance Safety Academy, $490 International Safety Aead- ment, Office of Extension & In-Service Programs,
Management Society, members, $345, non-mem- emy, 10575 Katy Freeway, Box 19600, Houston, Los Angeles, Calif 90007, 213-743-6523/6524
bers, $445, additional participants from same com- Texas 77024, 713-932-9400
pany, $195 Claudia Shmder, RIMS Schools Ad JUNE 28-29 Health Care Security workshop in
ministrator, 205 E 42nd St, New York, NY JUNE 2-4 Application of Risk Control and Fi- Philadelphia, sponsored by American Society for
10017, 212-286-9292 naneing seminar m Richmond, Ky, sponsored by Industrial Security, members, $265, non-members,

Eastern Kentucky University Departments of In- $350 Lewis C Schneider, ASIS, 2000 KSt NW,
MAY 17-21 Advanced Security Management surance, Fire Prevention & Control and Security Suite 651, Washington,DC 20006, 202-331-7887
program m Atlanta, sponsored b> the American and Safety, $325 Division of Special Programs,
Society for Industrial Security, $595 ASIS, 2000 K Eastern Kentucky University, Richmond, Ky JUNE 28-30 International Computer Privacy
St NW,Suite 651, Washington,DC 20006,202- 40475, 606-622-1444 and Security conference m Chicago, co-spon-
331-7887

sored by SKK Inc , Racal-Milgo Inc and John
JUNE 2-5 Dollars & Sense of 1*•*11 Govern- Marshall Law School, $495 Mike Harnack, SKK

MAY 17-21 Total IAss Control Management ment Risk Management conference m San An- Inc, 10400 W Higgins Road, Rosemont, Ill 60018,
seminar in Houston, sponsored by the Interna- tonia, Texas, sponsored by the Public Risk & In- 312-635-1040
tional Safety Academy, $570 International Safety surance Management Assn, members, $250,
Academy, 10575 Katy Freeway, Box 19600, Hous- non-members, $325 PRIMA Conference, 1120 G
ton, Texas 77024, 713-932-9400

St N W, Suite 707, Washington, DC 202-737- *7556 NCCI promotesMAY 18. Employee Benefits bnefing in Boston,
sponsored by the International Foundation of Em- JUNE 34 Ergonomics course in Los Angeles, James R. Nauployee Benefit Plans, members, $130, non-mem- sponsored by the University of Southern Califor-
bers, $155 Also May 19 m Buffalo, N Y IFEBP, nia, Institute of Safety & Systems Management, NEW YORK-James R Nau has18700 W Bluemound Road, Box 69, Brookfield, $195 USC, Institute of Safety & Systems Manage-
Wis 53005, 414-786-6700 ment, Office of Extension & In-Service Programs, been named manager of products

Los Angeles, Calif 90007, 213-743-6523/6524 and services at the National Coun-
MAY 18. Less Control Plan, Design and Evalu- cil on Compensation Insuranceation seminar In Houston, sponsored by the Inter- JUNE 34 Disaster Management workshop in

RNE
Mr Nau lS responsible for devel-

Safety Academy, 10575 Katy Freeway, Box 19600, agement Committee of the American Society for Opment, evaluation and implemen-
Houston, Texas 77024, 713-932-9400 Industrial Security, members, $240, non-members, tation of new products and services

merging C¤
national Safety Academy, $150 International Harrisburg, Pa, sponsored by the Disaster Man-

$325 Lewis C Schneider. ASIS. 2000 KSt NW. offered by the NCCI He will alson, parl MAY 19 Analytical Approach to Risk Man- Suite651, Washington,DC 20006, 202-331-7887
review and recommend changes magement briefing m Chicago, sponsored by Bust-

ness Insurance, $435 Also May 24 in San Fran- JUNE 6-9 Dialogue with Senior Management current products and services
cisco Beth Levine. Business Insurance. 220 E forum in Boston, sponsored by Arthur D Little available to NCCI members

in RE
Insurance.

42nd St, New York, N Y 10017, 212-210-0229 Inc, $975 Janet Maurer, Arthur D Little Decision He will continue to serve as fieldResources, 17 Acorn Park, Cambridge, Mass
MAY 19 Portland Chapter, Western Pension 02140, 617-864-5770, ext 4400 coordinator for government, con-
Conference in Portland, Ore, sponsored by the sumer and industry affairs
Western Pension Conference, Pcrtland Chapter, JUNE 741 Basic Safety Management seminar Mr Nau was previously assistantmembers, $15, non-members, $16 David I in Houston, sponsored by the International Safety
Crowell, 503-221-0800 Academy, $535 Also July 12-16 in Houston Inter- manager of the Illinois Council of

national Safety Academy, 10575 Katy Freeway, Compensation Insurance and was a
MAY 19 Southern Pension FlrIn conference Box 19600, Houston, Texas 77024, 713-932-9400 classifier/inspector with the Indi-in Atlanta. sponsored by the Southern Pension
Conference, members, $50, non-members, $75 JUNE 7-11 Reinsurance Practice course in ana Compensation Rating Bureau
Nancy Connell, Southern Pension Conference, Warwick, Bermuda, sponsored by Risk Research The NCCI prepares and adminis-
P O Drawer 47309, Atlanta, Ga 30362, 404-458- Group, 630 pounds (approximately $1,109), 560 ters workers compensation insur-6233 pounds for each addittonal participant (approxi ance rates in 32 states .



Judge sides with EEOC
in pregnancy benefits case

By STEVE SHERWOOD

DALLAS-A Blue Cross/Blue
Shield clerk whose demand for

pregnancy disability benefits trig-
gered an Equal Employment Op-
portunity Commission lawsuit ap-
pears to be on the verge of legal
victory.

The litigation is still continuing,
but an April 10 ruling by U.S. Dis-
trict Judge Barefoot Sanders dis-
tinctly sides with the EEOC's argu-
ments in the case.

Judge Sanders said he stopped
short of resolving the lawsuit in the
EEOC's favor because the commis-

sion had not yet filed for a motion
for a summary judgment.

Although Blue Cross/Blue Shield
may be required to pay health ben-
efits it denied to a "group" of preg-
nant employees in 1979, it's not
known how many women could
file similar suits focusing on the ef-
fective date of the 1978 Pregnancy
Discrimination Act.

The scope of the Dallas case is
limited to employees who were on
maternity leave April 29, 1979, and
denied disability benefits, the at-
torney says. "There may be hun-
dreds of women around the nation

affected, or there may be 10. It
probably would not apply unless
they protected their rights by filing
a complaint themselves."

Glenda Denise Lumpkin claims
her employer, Blue Cross/Blue
Shield of Texas, wrongly denied
her short-term disability benefits
for a May 1979 childbirth. The
EEOC filed suit on behalf of Mrs.

Lumpkin and other women who
were allegedly refused benefits be-
cause they were not actively at
work when Blue Cross/Blue Shield

-also known as Group Hospital
Services Inc.-changed its em-
ployee benefit program to comply
with provisions of the Pregnancy
Discrimination Act.

The law compels employers to
treat pregnant women the same as
they would treat all others employ-
ees unable to work because of med-

ical reasons. The law specifically
applies to medical and income
maintenance benefits.

When Congress passed the law in
October 1978, it gave employers 180
days, or until April 29, 1979, to
comply.

The EEOC suit says Blue
Cross/Blue Shield made the neces-

sary changes in its basic benefit
plan, but circulated a memo two
days before the deadline saying
pregnant women on leave as of
April 29, 1979, were ineligible.

According to Judge Sanders'
order the memo read, "To be cov-

ered by the disability benefits the
employee must be actively at work
on Monday, April 30, 1979. Em-
ployees on any type of leave of ab-
sense on April 29, 1979, will not be
able to receive these benefits until

they return to work and their cov-
erage becomes effective again."

The EEOC suit contends Blue

Cross/Blue Shield should have paid
pregnancy disability benefits to eli-
gible employees on April 29, re-
gardless of whether the employees
were actively at work.

Further, the commission accuses

Blue Cross/Blue Shield of invoking
the active-at-work policy in order
to sidestep the Pregnancy Discrimi-
nation Act, saying the employer
did not have such a policy before
the law was passed.

In his April 10 ruling, Judge
Sanders did not address the com-

pany's motives but did say the ac-
tive-at-work policy was contrary to
the intent of the law.

"A plain reading of the act sug-
gests that on April 29, 1979, em-
ployers were obligated to begin
compensating female employees

with pregnancy disabilities regard-
less of whether they had taken ma-
ternity leave prior to that date,"
Judge Sanders said. "Such a read-
ing is consistent with the purpose
of the act, which was to ensure that
men and women would receive

comparable disability coverage."
He denied Blue Cross/Blue

Shield's motion for a summary
judgment to dismiss the case and
said Blue Cross/Blue Shield's argu-
ment that paying the benefits
would constitute a retroactive ap-
plication of the law was invalid
since benefits would not begin ac-
cruing until April 29.

The EEOC filed a motion for

summary judgment in its favor
later last month. A hearing has

been set for May 7.
Mrs. Lumpkin went on mater-

nity leave April 13, 1979, and her
baby was born May 4 that year, she
says in a Sept. 16, 1981, affidavit. "I
have not received short-term dis-

ability benefits from Blue
Cross/Blue Shield."

She was aware at the time that

such benefits were not given for
maternity leave, but read newspa-
per articles and heard rumors that
the company would have to cover
her as of April 29, 1979.

Mrs. Lumpkin filed charges of
employment discrimination
through the EEOC after talking to
the company personnel department
"at least 10 times" without satisfac-

tion, she says. .
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INSURANCE

FOR BANK AUTO LEASING

Wemakesureyouarecoveredbya
high-quality carrier

Allied with major carriers, we have long experience with
this difficult-to-place insurance. We make it easier for you
with a quality program of insurance designed specifically
for Bank Auto Leasing. We could provide broader cover-
ages at substantial savings.

• Lessors Excess Liability

• Lessors Contingent Liability

• Lessors Contingent Physical Damage
• Interim Car Coverages

We invite your inquiry and ·gour business.
Call or write RON RUANE

Paige-Ruane's
International Risks

The Irwin Building

King of Prussia. PA 19406

(215) 265-4170

P

If inflation, recent court

awards or corporate
mergers or acquisitions are
increasing your exposure
for past years, our
Prior Acts Liability (PAL)
iswhatyouneed.

A PAL today can improve your
past performance and protect your
future cash flow.

Don't let inadequate past
coverage come back to haunt you,
get a PAL at North Star.

New York (212) 248-2400
Chicago 1312) 346-7890
Los Angeles 1213) 383-7734
Business accepted through appointed surplus lines
brokers.
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Crum and Forster

Crum and Forster is an insurance

holding company with assets of
over $4 billion, and operating in-
come of over $176 million in 1981.
With over $1.6 billion of net writ-

ten premiums, C&F ranked 15th
among over 2.000 property liabili-
ty insurers in the U.S. The com-
pany's high earnings and divi-
dend growth rate has enabled it
to rank 7th among the FORTUNE
"50 Largest Diversified Financial
Companies" in ten year total re-
turn to stockholders.

Reed Stenhouse

Companies Limited

Reed Stenhouse Companies Ltd.
is one of the world's largest insur-
ance brokerage organizations
with 5,600 employees in 33 coun-
tries. The American operation,
Reed Stenhouse Inc., established
in 1974, currently has offices in 21
cities nationwide and is among
the top 12 in the U.S. in terms of
revenue. The parent company's
head office is in Toronto, Canada,
and its common stock is listed on

the Toronto, Montreal and Van-
couver Stock Exchanges.

4

Puritan Insurance

Company

Puritan Insurance Company re-
ports 1981 net income rose to
almost $11 million. Since its in-

ception in 1971, Puritan's net in-
come has grown at a 40% annual
rate. Net written premiums
amounted to $53.8 million in 1981

for an annual growth rate of
34.1% since 1971. Puritan writes a

full range of property and casual-
ty coverages for specialty markets
as well as treaty reinsurance.

1
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A special advertising section for
insurance companies, reinsurers,
brokers, and related services.

The Continental

Corporation

One of the world's largest insur-
ance organizations providing a
full spectrum of insurance prod-
ucts and services. Record 1981

revenues of $3.5 billion. Operat-
ing income up 6% to $203 million.
Investment income, up 14%, in-
creased for 38th consecutive year.
Dividend. now $2.60 per share,
raised 17 times since 1960 and

provides one of the highest yields
in the industry.

Midland Insurance

Company

Midland specializes in stevedor-
ing, shipbuilding offshore servic-
ing and oil drilling risks. Account
coverages are afforded to com-
mercial risks with high deduct-
ibles or SIR's. Excess and Um-

brella liability is offered through
Capacity Managers Int'1. 1981 af-
ter tax income was $8,774,000, up
23%. Policyholders' surplus rose
15% to $38,475,000. Net assets

were $191,278,000; net premiums
were $68,526,000. The combined
ratio o: '01.2% improved signifi-
cantly over last year's 102.9%.

5

PMA Insurance

Connpany

PMA's financial results for 1981

have been highly successful.
Two-hundred and fifty-one mil-
lion dollars in written premium.
After-tax profit up 49.2% {$18.2
million from $12.2 million). Poli-
cyholders' surplus increased by
13.1% {$106.2 million from $93.9
million}. PMA is one-hundred
percent commercial property/ca-
sualty-licensed in 40 states-pri-
mary market in Pennsylvania,
Maryland. Delaware, New Iersey
and Virginia.

8
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North American
Reinsurance

Corporation
North American Re is part of the
Swiss Re Group, one of the
world's largest reinsurers. During
1981 net premium income rose to
30% from $382 million to $497
million. Total assets at year-end
were $1.5 billion, an increase of
more than $300 million from the

previous year. Investment in-
come grew by 14% from $59.9
million to $67.8 million. The ratio

of net premiums to surplus was
1.8 to 1. North American Re is a

full-line property/casualty rein-
surer with Treaty, Facultative,
Surety, Engineered Risk and
Ocean Marine capabilities. 3

American

international

Group, inc.

AIG is one of the world's leading
international insurance organiza-
tions. It has grown steadily, in
spite of cyclical downturns that
are typical of the insurance in-
dustry, because of its broad geo-
graphical spread, its diversifica-
tion in classes of business, and

the professionalism of its under-
writing staff. In 1981, when many
insurers relied on investment in-

come for earnings, AIG achieved
an underwriting profit,

6

Frank B. Hall & Co.
Inc.

A leading international insurance
services firm, Frank B. Hall reve-
nues in 1981 increased 13% to
$353,470,000, net income rose
6.5% to $30,467,000, per share
earnings increased 1.5% to $2.65.
Revenues have more than dou-
bled during the last 5 years. Since
1975 dividends have increased at
a compound annual rate of 22%.
Currently the company pays
$1.70 annual dividend. NYSE

symbol FBH. The Hall Report
comes in a special container
which converts to a convenient
personal record-keeping file.

9
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3. North American Reinsurance
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5. Midland Insurance

E. American International Group
7. Puritan Insurance Company

8. PMA Insurance Company

Pacific American

Group, Inc.

Pacific American Group reports
record results for the fiscal year
ended 12/31/81. Pacific Ameri-
can is an international insurance

holding company with subsidiar-
ies domiciled in the U.S.A., the
U.K. and Bermuda. The Group
works with brokers and risk man-

agers in the development of spe-
cial programs and reinsurance fa-
cilities in most lines of insur-

ance.

ARMCO Financial

Services Group
(ARMCO inc.)

ARMCO INC., reports its fourth
consecutive record year in sales
and earnings in 1981. Earnings
reached $294.5 million, 119,
higher than 1980. Earnings per
share of 54.97 was 5% higher
than 1980. Sales were $6,906 mil-
lion, or 22% higher than in the
previous year. ARMCO's Finan-
cial Services Group reported 1981
net income of $30.3 million and

total revenues of $833.4 million
for the same period.

1 ()

13

r*lianse
%.-

548 .:. I

<res . I :91'

-.11

2/53

3

I I

9. Frank B. Hall & Co.

10. Pacific American Group
11. Ryan Insurance Company
12. Trenwick

13. ARMCO

14. The Reliance Companies
15. Optimum Holding Corp.

Ryan Insurance
Group, Inc.

Ryan Insurance Group reported
1981 operating income attribut-
able to common shareholders of

$9,282,000 or $2.35 per share.
lames S. Kemper & Company was

acquired in April of 1981 to add
26 offices to the Group's broker-
age operations. New property-
casualty specialty products were
developed and marketed during
1981.

The Reliance

Companies

During 1981, The Reliance Com-
panies reported operating income
of $100.9 million and net income

of $119.0 million-up from $92.1
miJlion and $101.7 million, re-
spectively, reported in 1980. Pre-
miums written of $948.5 million
represented an increase of nearly
2 percent over the $933.5 million
reported a year earlier. The com-
bined ratio for 1981 was 102.8.

Reliance is one of the nation's 25

largest property-casualty stock in-
surance groups.

11
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Trenwick Ltd.

Trenwick is a professional rein-
, surance group with assets of over

$40 million. The Group is dedi-
cated to providing risk-taking and
risk reduction services to cap-
tives, self-insurers and insurers.
From offices in Bermuda and

Connecticut, Trenwick offers re-
insurance, insurance, consulting
and management products to cli-
ems everywhere.

Optimum Holding
Corporation

For the year ending December
31, 1981, Optimum Holding Cor-
poration reported total revenues
of $33,099,000; net premiums
written $30,546,000; net income

was $1,798,000 {$1.31 per share on
1,371,823 average shares out-
standing}. Optimum Insurance
Company of Illinois, operates
through a pooling arrangement
with the Ideal Mutual Insurance

Company, which owns 51% of
Optimum Holding Corporation's
stock.

12
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THE BEST WAY 
to protect your investments

in Latin America:

SEGUROSCA

We know the Latin American

insurance market better than anyone.
Do yo J wish to coordinate your
international program?
Do lou also need local service for your
company overseas?
Contast SEGUFOSCA

Th€ number one insurance broking
organ zation.

Headquarters

= Mr Enrique Vidal, Director

PO. box 3478 Caracas 10- 0-A
Venezuela

Telf. (02)781.12.22
Tele(: 21-587 BROKER
Alt.: Mr. Herber Salas, P-esident

SEGUROSCA

No 1 insurance brokers in Latin America //

Hall asks court to overturn

$2.3 million damage award
By STEVE SHERWOOD president of Frank B. Hall of suit alleged, seeking unspecified

Texas; and Mr. Eckert, former of- damages for injuries to Mr. Buck's
- fice manager. business and personal reputation.

Mr. Buck was hired June 1, 1976, On Dec. 16, a civil jury found
by Hall and discharged in March that Hall did not have good cause to
1977. In the original suit, he claims discharge Mr. Buck, that a series of
his firing was the result of a con- statements Mr. Eckert made about

spiracy between Mr. Kaliff, whom him were untrue and slanderous

the suit says approached Mr. Buck and that the contract between Hall

about changing the employment and Mr. Buck had been breached.

agreement, and Mr. Eckert. The Hall Texas subsidiary has
The suit further charges that previously been a trouble spot for

they maliciously attempted to pre- the brokerage. In 1979, Hall admit-
vent him from securing employ- ted that possibly illegal business
ment elsewhere and that he has practices had increased the com-
been unable to obtain comparable pany's revenue reports by $3.8 mil-
employment since his discharge. lion over a three-year period (BI.

On Dec. 14, 1981, Mr. Buck's at- May 28, 1979).
torney amended the lawsuit to add Mr. Kaliff, the former principal
charges of slander. who is named in the Buck suit,

Mr. Eckert, through written mis- agreed to cover more than half of
representations and innuendos, the brokerage's exposure by post-
gave the impression that Mr. Buck ing a $2 million letter of credit and
had stolen documents fom Alex- resigned from the Hall subsidiary
ander & Alexander, the amended that month. •

HOUSTON Frank B. Hall & Co.

Inc., this nation's third-largvt bro-
kerage, is appealing a $2.3 million
slander and breach of contract jury
award to a former employee.

The appeal, filed in 14th St:te
Civil Appeals Court of Texas, seeks
to overturn a civil court rul_ng that
late last year ordered Hall and two
of its former managers to pay
Larry W. Buck, now an indep€n-
dent consultant here, $ l.3 million
in punitive damages $700,000 in
actual damages and $300,OCO in at-
torney fees.

In the original lawsuit filed in
the 189th District Coir. of Harris

County in 1977, Mr. Buck claimed
that Hall deliberately broke : con-
tract that had lured h-m from a :ob
with brokerage Alexander & Alex-
ander of Houston.

The Hall contract gave him a sal-
ary of $80,000 a year plus a 7.596
commission on business he brought
to the firm, to maximum compen-
sation of $600,000 a year, Mr. BLCk
said.

Mr. Buck also charged =hat ' he
Hall office manager, Lester W.
Eckert, slandered him by telling
others he was dishonest and a

crook and had been fired because
of serious misconduct.

In the court documents, Mr. Buck
said these statements prevent tim
from finding equivalent work in
the insurance business.

Defendants include Frank B.

Hall & Co. Inc. of Briarcliff, N Y.;
Frank B. Hall & Co. cf Texas; Men-
del S. Kaliff, former chairman and

Managing agencies join institute
MALVERN, Pa.-Nine general

agencies have become members of
the American Institute for Prop-
erty & Liability Underwriters and
the Insurance Institute of America.

The new members are:

• American National General

Agencies Inc. of Los Angeles.
• Anderson & Murison of Pasa-

dena, Calif.
• Delaware Valley Un-

derwriters of Wyncotte, Pa.
• Aaron B. Dupuy & Sons of

Jackson, Miss.

• Casualty Underwriters Inc. of

St. Paul, Minn.
• Horan, Goldman & Co. of

Bryn Mawr, Pa.
• Mongomery General Agency

of Wynnewood, Pa.
• Southern Insurance Services

of New Orleans.

• Rocky Mountain General
Agency of Great Falls, Mont.

"Today, more and more of the
managing general agents are be-
coming interested in continuing
education and in the programs of-
fered by the institute," said Presi-
dent Edwin S. Overman said. .

Bringing art & science together through information.
Sigma+System is a sophisticated risk

management information service
designed for users having little or no

A  training in use of the computer.

generation of data management and
This service provides a user with a new

analytical capabilities, to complement
or replace the voluminous "loss runs"

4 they have received in the past. Much like
the terminals utilized by airlines personnel

to access vast amounts of data concerning flight
schedules, routings, fares, status reports, etc., the

Sigma+System allows risk management personnel
to have similar access to data concerning the

status of claims and loss reserves, claim

payments, incident reports, loss
control information and exposure

data. A user may then perform unit
cost allocation, risk analysis, loss

forecasting and financial modeling
utilizing their own data base.

Sigma+System
0 Risk Sciences Group • 45 Camino Alto I Mill Valley, California 94941 I (415) 381-0211 I

INCORPORATED
Supported exclusively on the National CSS Computer Network.



Self-insurers

reap savings
SARASOTA, Fla.-Savings in

excess of $7.5 million are being di-
vided among more than 2,000 Flor-
ida businesses that participate in
the Florida Construction, Com-
merce & Industry Self Insurers
Fund.

The fund, with $25 million in an-
nual premiums, has issued refunds
to nearly 90% of its insureds.

You know Midland
can handle

the tough
ones...

Pair writes own pollution liability form
Continued from page 1

A direct comparison of the ISO
and London policies reveals several
differences. Coverage by the ISO
form is not as broad as its London

counterpart, limiting retroactive
coverage and excluding punitive
damages and worldwide coverage.

"We just rolled all the good
things into one form," says Mr. Ju-
lien of their combined effort over
the last several months.

Searching for a description of
their policy, he adds: "Eclectic
would be the right word."

The policy's treatment of genetic
damages is one of its most impor-
tant features, providing a very
broad definition for such expo-
sures.

Under the term "personal in-
jury," the policy includes "muta-
genie, teratogenic, antenatal and
heritable genetic damage." These
ternns refer to any "abnormality,
deformity or damage to any fetus,
or any defect or abnormality that is
carried and/or passed from one
generation to another."

Genetic exposures are covered in
the ISO form, but the definition of
genetic injuries is not as broad.
While they are excluded in the
London policy, they an be added as
a "buy-back feature," but again the
definition of injury is not as broad.

The two risk managers took spe-
cial care with this portion of the
policy, striving for a broad defini-
tion through what Mr. Julien de-
scribes as the "thesaurus approach"
to policy writing.

"You would be nuts not to have

it," Mr. Julien says of coverage for
genetic damages. "This is where
the emotion is and you need big
bucks."

The Julien/Heskett form also fo-
cuses on:

• Definition of insured. Their

form provides a very broad defini-
tion of the word "insured," includ-
ing any "officer, director, stock-
holder or employee" and any "part-
ner or joint venture."

Indemnification also would be
extended to "any person or organi-
zation while acting as agent with
respect to real estate management,"
as well as "any person, organiza-
tion, trustee, executor or adminis-
trator to whom the insured is obli-

gated by virtue of a written con-
tract or agreement..."

While virtually identical to the
London form, this wording is much
more precise than the ISO form,
which only uses the undefined
term "named insured."

• Punitive damages. The Ju-
lien/Heskett form stipulates that
punitive damages are covered
where allowed by law, similar to
the London-policy. The ISO form is
silent on this point, however, indi-
eating that coverage may or may
not be provided.

• Liability assumed under con-

The discounts, bonuses and re-
funds go to insureds with good
safety records and prompt pre-
mium payments. Some members
with substantial premiums and no
losses in 1981 received more than
50% of their premium.

The fund, which employs 10
mfety counselors and eight rehabil-
itation nurses, stresses loss control
and rehabilitation. .

'You would be nuts not to have it (coverage for
genetic damages). This is where the emotion is

and you need big bucks,' says Denis Julien
of Republic Steel Corp.

tract. This exposure includes those
situations where the insured has
contracted for services with an out-
side party, actions wkiich later lead
to a pollution accident. Such cover-
age is provided in the London form
but excluded in the ISO policy.

The Julien/Heskett form con-
tains numerous exclusions that are
common to all EIL insurers, plus a
few others. However, Mr. Heskett
points out that other risk managers,
depending on their exposures,
might want coverage for some of

the risks the Julien/Heskett form
excludes.

For example, their form does not
offer coverage for both sudden /ac-
cidental and non-sudden/gradual
pollution incidents in the same pol-
icy.

This is an important feature of
the ISO form, but is excluded in the
London form.

Messrs. Julien and Heskett took
this approach since the premium
credit that companies will receive
for removing the acecidental expo-

sure from their comprehensive
general liability policies will not
offset the higher cost of combined
coverage.

The risk managers also excluded
blanket coverage for a company's
risk located anywhere in the world,
coverage that the London form
provides but the ISO's does not.

Companies that have risks out-
side the United States and Canada

may want to add this feature, Mr.
Heskett says.

A third exclusion is coverage for
cleanup operations on the insured's
property following a pollution acci-
dent, a feature that Mr. Julien de-
scribed as "more of a maintenance

sort of thing" that can be done by
the company. This is one exclusion
that all three policies have in com-
mon, although at least one insurer
-Great American Surplus Lines

trust us with your
other VIP

accounts.

By choice, Midland concentrates on medium
sized risks...ones with account premiums of
$250,000 or more. Our National Accounts
Department has the talent and resources to
devote to that middle sized account you
might otherwise lose. We will custom tailor
a complete program for you - this can in-
clude SIR's or large deductibles. We will

M

7

Insurance Co.-will pay for on-site
cleanup costs of up to 10% of policy,
limits.

Messrs. Julien and Heskett say
their policy, with only a few modi-
fications, could be utilized by both
coal mining and steel producing]
cornpanies.

The risk managers had to deter-
mine how steel and coal risks differ
through a process of "risk identifi-
cation," Mr. Heskett says, and the'
resulting policy form comes "pretty
darn close" to fitting both com-
panies' needs.

Even if their effort does not stim-

ulate a debate on EIL policy forms
and result in broader coverage,
both men will look upon the expe-
rience as a good one.

"I think at the very least it's one
of the more educational processes
I've had," Mr. Heskett says. •

/ 1

If you're a producer whose major account requires "Jumbo"
account treatment, yet isn't large enough to impress the
giant carriers...don't despair. There is an insurance company
specifically structured to meet your needs.

Midland.

arrange filings for you where applicable and
can take charge of your claims administration.
In short, if you would like to enjoy the
refreshing experience of dealing with
knowledgeable,specialists who are totally
responsive to your needs, call Midland.
Even il you're a long way from the Fortune
500, you're close to our heart.

Midland Insurance Company
The Decisive Specialists
160 Water Street, New York, NY 10038
Telephone: (212) 248-1130

Member

 AshfordHolding
Corporation

1
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Prog ram gives injured workers Ehomework'

Photo: Control Data Corp.

Injured employees work on computer terminals installed in their homes.

INTEROCEAN AGENCY, INC.
REINSURANCE

UNDERWRITING AND LOSS ADJUSTING

INTERMEDIARY

FOR

LLOYDS OF LONDON

FOR OVER 30 YEARS

Specializing in All Forms of Life and Accident and Health Reinsurance

Facultative Treaty

-Stop Loss for Self-Funded Employee Benefit Plans

-Special Risks

-Aviation Accident

-Admitted Liability

-Group Travel

-Life

JOHN W. PARKER, JR.

SAMUEL W. DOUGLASS, 111 DEBORAH PERNA

WILLIAM R. GUCKES, JR.

2700-TWO INA PLAZA, 1622 ARCH ST., PHILADELPHIA, PA 19103

215-568-4072;

Offices in New York, Dallas, Coral Gables, London, Paris, Milan and

other principal cities worldwide.

Continued from page 3
disability insurance or being self-insured, says Ms. Copenhaver.

"When Control Data started this program in-house, we were short of program-
mers, and we had disabled employees whose skills and expertise with the com-
pany were needed," she said.

"The program was so successful with our own workers (the company has
50,000 employees across the nation), we wanted to develop it for other employers
who face the similar dilemma of putting an injured worker back into a produc-
tive career," Ms. Copenhaver said.

The Control Data PLATO computer terminal is placed in the worker's home
once the company has determined that the employee is able to work a minimum
of 20 hours a week on a flexible schedule.

The potential student also has to express a keen interest in returning to gainful
employment and be self-motivated to produce in a solitary situation.

The PLATO terminal can be installed wherever there is a telephone line.
During training, which takes about 8 months, students learn how to become

the "interpreter" between humans and computers and eventually learn how to
write : set of instructions that tell the computer what to do.

The last phase of the program provides placement opportunities for each grad-
uate at a full-time job.

Con:rol Data is targeting its expansion efforts at self-insured employers and
insurance companies, said Ms. Copenhaver.

The program is not a "sheltered workshop" type job where the handicapped
worker may be given the opportunity to work, but at meager wages.

"The beginning computer programmer graduates with a certificate from the
Control Data Institute, which has 26 vocational schools in the U.S., and is paid the
same salary as a graduate who isn't disabled," Ms. Copenhaver said.

Besides rehabilitating a severely disabled worker into a contributing member
of the workforce again, there is an added incentive for the employer trying to get
a maximum output from its workers.

Control Data says it found that being in an office had absolutely no relation-
ship to workers' productivity. "Most people really work only about 4 to 4.5 hours
a day in an office setting," said Ms. Copenhaver.

"Bu: when people work at home, their productivity increases to 6 to 6.5 hours a
day.

"If our students can't sleep at night, they get up and work on their course
work," she said.

Lloyd's underwriters told
to drop Argentine risks

By STACY SHAPIRO

LONDON-Any Lloyd's of Lon-
don underwriter insuring or rein-
suring an Argentine risk should
cancel the policy or treaty imme-
diately, Lloyd's Chairman Peter
Green has requested.

Some Lloyd's underwriters have
already followed Mr. Green's re-
quest and canceled Argentine poli-
cies and treaties totaling up to 30
million pounds (approximately
$53.4 million) in annual premiums,
said a Lloyd's spokesman.

Mr. Green's request contains ele-
ments of both world politics and
tradition, the Lloyd's spokesman
pointed out.

The British government has
banned any currency transactions
between British and Argentine
companies since the South Ameri-
can nation invaded the Falkland

Islands April 2. Lloyd's, therefore,
must pay Argentine claims into an
escrow account here until the crisis

is over, the spokesman explained.
And since Lloyd's traditionally

always pays its claims directly to
policyholders, "they (the un-
derwriters) should not keep in
force policies if claims cannot be
paid," he said.

Although Lloyd's had advised its
underwriters last month to follow

the government's directive and not
directly pay or deal with Argentine
policyholders, a member of parlia-
ment, Christopher Priest, said re-
cently that he believed that Lloyd's
underwriters and brokers were

trying to renew the reinsurance
policy for Argentina's airline,
Aerolineas Argentinas.

However, Frank Hitchman, sec-
retary of the Sedgewick Group,
which is the current reinsurance

broker for the airline, said "we are

not handling the renewal of the
Argentine airline."

And the Lloyd's spokesman said
that no new Argentine policy has
passed through the Lloyd's Policy
Signing Office since April 2.

Lloyd's issued an official state-
ment last month to remind its un-

derwriting and broking agencies

not to deal with Argentine com-
panies. "Lloyd's must and would
wish to follow not only the letter
but also the spirit of the emergency
measures recently issued by the
government," the statement read.

"It would be wrong for Lloyd's
underwriters and Lloyd's brokers
to be involved with underwriting
or broking of Argentine direct or
reinsurance business, including re-
trocessions of Argentine business
from any source.. .Where an un-
derwriter has a choice, he should
decline to accept, extend, or renew
any such business.

"The Lloyd's market must fully
support Her Majesty's government
on this issue (and) commercially it
is unacceptable to accept the busi-
ness on the knowledge that we will
be unable to pay claims." .

Three insurers

join association
DES PLAINES, Ill.-Three com-

mercial insurance companies have
joined the National Assn. of Inde-
pendent Insurers.

The three insurers are:
• Louisiana Farm Bureau Insur-

ance Co. of Jackson, Miss. The
company, formed in 1981 in Louisi-
ana, writes general liability and
workers compensation coverages in
Louisiana and is affiliated with
Southern Farm Bureau Casualty
Insurance Co. and Louisiana Farm
Bureau Mutual Insurance Co.

• United Community Insurance
Co. of Coral Gables, Fla. United
Community was formed in New
York in 1967 as Urban Community
Insurance Co. Its name was

changed in 1981. The company
writes fire, inland marine, general
liability, glass, burglary, multiperil,
malpractice and workers compen-
sation coverages.

• Western Community Insur-
ance Co. of Pocatello, Idaho. The
company was formed in Idaho in
1980 and writes fire, inland marine,
general liability, glass, mulitperil
and workers compensation insur-
ance. .



Judge rebukes AMC for design of Jeep
Continued from page 2
Supreme Court last year upheld a
$2.2 million lower-court award
against AMC in the only other leep
case it has lost.

Two other jury trials last year re-
sulted in quick defense verdicts.

At least 185 personal injury law-
suits naming AMC and subsidiary
Jeep Corp. as defendants have been
filed in courts around the country.
Among them is a class-action suit
filed against Jeep in U.S. District
Court for the Southern District of

New York. Efforts by AMC to have
the case dismissed have failed, but
no trial date has been set.

The smallest of the Big Four au-
tomakers has settled some claims
out of court for undisclosed

amounts. The company has shelled
out about $9 million to settle Jeep
cases, according to a copyrighted
story in the Detroit Free Press last
year.

In the Nevada decision. Judge
Fondi said, "The evidence clearly
shows that the rollover propensity
of the Jeep CJ-: is abnormal, un-
usual, unexpected and : safety haz-
ard. A normal consumer doesn't

expect a vehicle capable of opera-
tion at highway speeds :c, be nearly
as susceptible to accident rollover
as is the Jeep CJ-5."

He said that the testimony of de-
fendants experts was less credible
than that of plaintiffs' experts, who
showed that side forces upon the
tires of the Jeep when it is skidding
sideways cause it to upset and roll.
"This characteristic is no: true of

most ·other vehicles," the judge
wrote.

Judge Eondi cited ·research and
statistical studies conducted by the
Highway Safety Research Institute
of the University of Michigan that
show that within its class of utility
vehicles, the Jeep CJ-5 rolled over

'The rollover

propensity of the Jeep
CJ-5 is abnormal,

Judge Fondi wrote.

much more frequently.
He also identified a design defect

=hat makes the Jeep uncontrollable
when loaded with four adults as a

specific cause of the rollover acci-
dent that caused Mr. Buckholes in-

juries.
"When the vehicle is operated

with four adult occupants including
two in the rear, th£ placement of
1 he rear seat hanging over the aft
portion of the rear axle causes a
shift in the weight distribution to-
ward the rear of the vehicle which

causes the vehicle to have a ten-

Insurers spell out directives
to cool exploding coal problem
Continued from page 2
special mixtures are not present
that can cause the fuel to more rea-

dily ingnite, the directive says.
"This is significant in the Gulf of

Mexico area because cargo ships
last year were presented with hot
cargo," Mr. K.oronka explains.
"This directive will require ship-
pers (of coal) to produce informa-
tion about the coal to see if it is
safe.

"Up until now they have not
been willing," says Mr. Koronka.

Some shippers may resist the
rules because they do not want to
disclose information about how

coal is mixed, he says.
However, any P&I club member

that does not comply with the di-
rective may have a hard time get-
ting its claim paid if an explosion
does occur.

"If the shipowner ignores the ad-
vice given, then he goes to the
club's board, which decides on the
claim. My guess is it wouldn't be
paid," Mr. Koronka says.

Different hazards face ship-
owners carrying coal mined in the
United States to European and Jap-
anese power stations.

Methane gas can accumulate in
the ships holds, and several U.S.
cargo ships have suffered explo-
sions, says Mr. Koronka. For exam-
ple, a coal carrier exploded in Rot-
terdam, Netherlands, several

weeks ago, he says, and another
ship carrying Canadian coal ex-
ploded last year, killing three peo-
ple.

"So far with the U.S. coal we

have been looking at the heating
problem almost at the exclusion of
the methane gas problem," Mr.
Koronka says. "You must ventilate
the gas, but ventilating heats up the
coal."

But masters of coal barges can
take measures now to prevent coal
from igniting in summertime heat,
Mr. Koronka explains.

They can cool the problem by
shipping coal to be transported
overseas to a port in a more moder-
ate climate than New Orleans, he
says. Coal can be carried by rail-
road or truck, for instance, to the
East Coast to cut the risk of an ex-

plosion.
"But the problem with the East

Coast has been the congestion in
the ports, and it is far cheaper to
ship coal down the Mississippi on
barge trains and load in New Or-
leans," he says.

And U.S. coal exporters have
their own reasons for floating their
product down the Mississippi. The
companies, which ship nearly 30

million tons of coal valued a: about

$4 billion annually, have invested
heavily in loading docks in New
Orleans and other Gulf ports like
Mobile. Mr. Koror.ka says

"Unfor:unately, when they set
up thea operations, no one thought
about the problems like heat," he
says.

But explosions may be pre-
vented if the coal is loaded prop-
erly, Mr. Koronka pointed out.

"All coal heats if provoked. So ei-
ther you keep out oxygen. which
means there is no ventilation, or
push through so much air :hat the
coal is cooked down." he says.

"If coal is 'peaked' when it is
loaded, more oxygen can get to it,
causing problems. We've suggested

they flatten out the coal."
But the U.S. coal industry is so

fragmented that it is virtually im-
possible to settle on any uniform
loading methods, Mr. Koronka
explains.

"Other nations' coal industries

are nationalized," he says. "Here
you are dealing with hundreds of
different voices instead of one. And

it has been a weakness in this
case."

The final alternative, of course,

is for barge masters to refuse to
ship coal, something they will not
do in the current economic uncer-

tainty.
"Our members need to carry

these cargos, but equally they need
to look at safety regulations/' he
says. .

dency to oversteer," he wro:es.
Also, "The height of the roll bar

was inadequate to keep a person of
average torso height from having
his head strike the ground due co
the inadequate strength and defor-
mal:ion of the windshield frame in

a rollover sequence," the judge
noted.

' The judge's decision was made
in the absence of evidence that has

since come to light clearly refuting
various so-called scientific materi-

als relied upon by the plaintiffs and
their experts, and failed to give ap-
propriate emphasis to the .human
and environmental factors ihat ae-

tually caused the accident," says
the AMC spokesperson.

The Buckholt accident occurred

when the Jeep hit an ice patch on a
bridge at high speed, he pointed
out. Since the case was tried in Ne-

vada and the accident took place in
Wyoming, local knowledge of ex-
isting conditions could not be put in
proper perspective at the trial, he
added.

A December 1980 segmeni of the
CBS-TV news program '-60 Min-
utes" first focused national atten-

ticn on the Jeep's alleged rollover
problem. The report relied heavily
on tests of Jeep CJ-5s conducted for
the Insurance Institute of Highway
Safety, a non-profit organ.zanon
supported by the insuranc e indus-
try.

At least one insurer, Er.e Insur-
ance Co. in Erie, Pa., will rot un-
derwrite new automobile insurance

coverage on AMC Jeeps. "We will
nor accept new Jeep risks but we de

continue to provide coverage on
them for existing customers:' a
company executive said.

The company's conservative un-
derwriting stance was justified by
loss data that shows that utility ve-
hicles are bad risks, he said. "I
think it may be wrong to isolate
Jeeps, however, because our statis-
tics are not sufficiently precise to
show that they are worse than
ether utility vehicles."

0
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Late last year, the Federal Trade
Commission announced terms of a

consent decree in which AMC
agreed to attach stickers to new
Jeep CJ-55 warning prospective
buyers that the vehicles handle dif-

cars. The automaker also agreed to
send the message to current owners
of Jeeps manufactured since 1972.

"AMC's advertising campaign
led consumers to believe

would maneuver the same way as a
passenger car when that was not
the case," said an FTC spokeswo-
man. She said the FTC's Jeep in-
vestigation began about a year be-
fore the consent decree was

reached with the company.

Mr. Buckholt, the 33-year-old
plaintiff in the Nevada suit, sus-
tained permanent brain damage
and other injuries when the Jeep in
which he was riding rolled over.
He is married and has an 11-year-
old child.

Judge Fondis $4.1 million com-
pensatory damage award to Mr.
Buckholt is broken down as fol-
lows:

• $101,960 for actual loss of
earnings.

• $187,589 for future loss of
earnings.

• $333,754 for future loss of pen-
sion.

• $416,882 for future loss of ser-
vice earnings.

• $1,478,010 for the cost of an at-
tendant.

• $169,750 for future physicians'
costs.

• $48,441 for future costs of spe-
cial equipment and repairs.

• $1 millon in general damages
for pain, suffering, humiliation,
disability and loss of use.

• $400,000 to Mrs. Buckholt for
loss of consortium.

Punitive damages of $1 million
were assessed against Jeep Corp.
because the company suppressed
certain tests performed in 1972, ac-
cording to the court opinion. .
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Underinsured city Withdrawal liability waivers sought
Continued from page 3 Arnold & Porter, a Washington, expected to increase more than

shifts benefit costs Some eperts have warned that DC, law firm, it was noted that 100% by 1990
the fear of incurring massive with- shippers and carriers do not dimin- If the PBGC doesn't approve the
drawal liability claims is causing ish their oferations when a steve- plans' exemption requests, mem-
employers to shun multiemployer doring employer goes out of busi- bers of the plans that go out of busi-

to its employees plans ness ness could be hit with massive

This fear would abate if employ- "They (shippers) merely find withdrawal liability claims
ers knew :hat they would not auto- other employers of longshore
matically be responsible for plan labor (Thus) an employer that For example, the ILGWU plan

Continued from page 2 liabilities if they joined goes out of business, whether be- has about $1 billion in unfunded
would pass the offer on to his client but thought South Tucson was cause of business failure or volun- vested benefits The much smaller

offering Mr Garcia a deal worth about "20 cents on the dollar." Mr. Bernstein stressed, how- tary retirement, does not take any longshore plan, which covers
The city, whose annual budget is $1 million less than the $36 ever, that the clothing workers' covered employment with him, 10,245 active participants and 9,237

million award, also has considered seeking protection under pension plan would still impose and does not damage the fund's retirees and survivors, has $361
bankruptcy laws. withdrawal liability on employers contribution base or increase the million in unfunded vested bene-

that shift operations offshore, sell funding obligations of other em- fits"Balance sheets show there would not be sufficient funds to meet
their businesses to companies that ployers," tte longshore application Under the Multiemployer Pen-the debt even d city property were hquidated," says an attorney
won't contribute to the plan or go let:er said sion Plan Amendments Act of 1980,representing South Tucson.
out of business and then reopen as a employers that leave plans are re-In the meantime, South Tucson lS looking to its employees for non-union operation The longshore pension plan also quired to pay a share of the plan's

financial relief, says Enrique Serna, deputy city manager "We want an exemption for a no- no:ed that -he West Coast shipping unfunded vested benefits
Previously, South Tucson paid about $62 per employee per month fault withdrawal liability," Mr industry 15 healthy and growing Generally, the bigger a plan's lia-

for major medical insurance from Blue Cross/Blue Shield of Ari- Bernstein said For example, according to one bilities, the greater the withdrawal
zona or paid the costs of membership in two local HMOs, INA In the longshore plan's formal study, the amount of dry cargo liability claims it assesses employ-
Health Plan of Tucson Inc, which charges $48 per month per em- request to the PGBC, prepared by handled by four West Coast ports is ers leaving the plan
ployee, and Pima Care, which charges $58 per month per employee

The city also paid $7 per month per employee for dental insur-
ance through Calzona Dental Services and Arizona Dental Services,
both located in Tucson. Seized ship not covered: Court

WASHINGTON-A marine in-Employees desiring family coverage have always paid extra for He and several others left the Nautilus was covered by an all-

it, Mr Serna says, estimating that a family of three might now pay surer does not have to pay for the vessel and stayed ashore, leaving risks yacht policy that covered such
loss of a ship seized in a drug smug- his son, Harold McKay Jr, and his irresponsibility, called "barratry$150 a month.
gling operation, even when the daughter- in-law alone with the in the Jargon of maritime law, butBlue Cross/Blue Shield recently dropped the 10 remaining city evenss leading to its illegal use ketch did not cover seizure

employees it insured because they constituted too small a group, he could have set the stage for a valid Ten da3s after the two sailed
says "When (BC/BS) rates went up, a lot of our people shifted to claim if the ship had been lost in from Puerto Rico, they were ar- The vessel's owners initiated the
HMOs"

another way rested by -he Colombian navy for suit in an attempt to show that
South Tucson will still pay group life insurance premiums for its attempting to export 150 bales of "barratry" was the real cause of the

employees The Supreme Court last week marijuana, and the boat was confi- loss, arguing that the ship would
"This (the benefits concession) was a mutual agreement to help declined to review a decision by the seated not have been used for drug smug-

out the city and the employees," he says "Our people are rolling 4th U S Circuit Court of Appeals in The loss will be borne by an An- gling if the elder Mr McKay had
with the punches They said they would rather do this than have which Edinburgh Insurance Co napolis, Md, couple that owned the remained on board
more layoffs." Ltd, an insurer based in the British vessel and occasionally rented lt The appellate court, however,

Employees will pay their own health care costs until South Tue- Virgin Islands, was absolved of any through Nautilus Virgin Charters said that the insurer did not have to
obligation to pay for a rented ship Inc, a charter firm insured by pay the claim, regardless of theson regains financial strength, Mr. Serna says "When we're back on
that had been seized by Colombian Edinburgh course of events leading to the con-our feet, the city will take over payments again "
authorities during a smuggling op- If the ship had simply disap- fiscationHow soon this happens will depend on whether some kind of
eration peared after the elder Mr McKay The court said that the insurercompromise can be worked out between the city and Mr Garcia,

Harold P McKay Sr and a crew disembarked, Edinburgh would wrote a policy that did not coverwhich could take some time, sources say
composed of family members have had to pay the claim, the losses due to seizure, and the vessel"A lot of people around the country are looking at us because rented a 45-foot ketch in St court said because losses due to the was seized

many communities don't have a great deal of resources," Mr Serna Thomas, Virgin Islands, in January irresponsibility of the captain were The Supreme Court, by refusingsays "Municipalities have become easy pickings in lawsuits " 1979 and landed in Puerto Rico a covered ty the insurance agree- to review the case, let the lower
week later nnent court judgment stand
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Two captives
for McDonald's

risks planned
Continued from page 1
services at The Home.

The proposal, which calls for a
stock association captive insurer
with minimum participation of
only 200 franchisees (with an un-
disclosed number of restaurants), is
being reviewed by Hall executives
this week.

The Home, Mr. Mina says, would
issue policies for property, liability
and workers compensation cover-
age and reinsure the risks with the

captive formed by independent
franchisees and managed by Hall.

"We are working on this captive
program with Hall, but the final
decision rests with them," he said.

The Home captive plan, how-
ever, is not designed to win fran-
chisees back to Hall with rock-bot-

tom prices, he explained. "We are
trying to present a mature ap-
proach to a captive and not really
paying attention to the soft market
and competition. The operators will
be getting into the insurance busi-
ness and the cash flow will be re-

turned to them.

"We think they should be reserv-
ing maturely for the risks, and we
will help them calculate reserves if
needed," he says.

Hall Executive Vp John McCaf-
would not comment on the '

brokerage's plans for the McDon-
ald's insurance program. .

Officers elected
PHOENIX, Ariz.-Gerald L. Sil-

ver of Rathbone, King & Seeley
Inc. has been elected president of
the Specialty Underwriters Assn.
of Arizona.

Curtis Anderson of Skanco In-

ternational Ltd. was elected vp,
and Gertrude De Rose of Sayre &
Toso was named secretary/trea-
surer at its annual meeting. .
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Mutual a good idea, expert says
DARIEN, Conn.-A captive mutual insurer based in Bermuda for

McDonald's Corp.'s franchisee risks may be easier to sell to opera-
tors and cheaper to maintain than a traditional stock company, says
a captive expert.

"The mutual insurance vehicle is more clearly an insurance vehi-
cle than a stock company." explains Bernard Brown. vp of the Risk
Planning Group in Darien.

"When the immediate need for a stock association captive is over,
investment considerations take over and the structure may go on
beyond its time."

Since control and ownership of a mutual insurer rest by law with
its policyholders, the concept may be easier to market ta a diverse
mix of of potential policyholders like the McDonald's franchisees,
he told Business Insurance.

"My general impression of franchisees of any sort is that they are
always concerned about overpaying for supplies. Since they tend to
buy from corporation-sponsored programs, they always feel like
they are paying too much for the parent's catsup," Mr. Brown said.

A mutual insurer structure would remove MeDonald's Corp. from
the difficult paternalistic role and eliminate the need for federal
Securities and Exchange Commission registration, he suggests.

SEC registration costs $100,000 and demands stringent financial
reporting.

"There are some negatives to the mutual concept," he added.
"Mutuals are particularly difficult for a founder to control and can
present problems when a policyholder decides to disengage. You
have to decide early on what a policyholder is entitled to when he
decides to get out of the company."
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Florida law allows formation of captives
Continued from page 2 compensation currently are regu- Some attractive features of Flor- large number of employers with They require a minimum of 25
sociated Industries, who was active lated by the state Department of ida as a captive domicile include offshore captives Some companies members with $25 million of capt-
in preparing the legislation He ac- Labor through the Division of simple reporting requirements in the transportation industry, in- tal Now groups ranging in size
knowledges that the Insurance De- Workers Compensation Captives will not be required to cluding trucking and shipbuilding, from two to 250 members can form
partment wants to rule out associa- "Employers are satisfied with complete the detailed National tend to be conservative and reluc- limited reciprocals with initial ca-
tion captives this arrangement and did not want Assn of Insurance Commissioners' tant to form their captives offshore, pitalization of $1 million

Chapter 628 of the Florida stat- to bring the Insurance Department blank They will be asked to pre- he says Like captives, Blue Jays can

ute specifies that a captive insur- into the picture," Mr Griffin com- pare a report designed by the insur- The continued soft insurance write all commercial property and
ance company may be formed with mented ance commissioner outlining the fi- market and uncertainties about the casualty risks except workers com-
$500,000 in capital and $250,000 in He did not think this prohibition nancial condition of the captive as tax deductibility of premiums paid pensation, Mr Cullen says "To as-
surplus, which must be maintained on underwriting of workers com- verified by two executive officers to a captive also will be factors, he sure financial integrity, policies are
at all times The statute does not ad- pensation would pose a serious The Insurance Department will not notes "You won't see a large mar- fully assessible up to the net worth
dress the use of letters of credit, handicap to Florida corporations regulate rates or forms used by the ket for captives in this market, but of each member for any third-
which have given the Florida In- wishing to form captives because captive if lt turns around, companies with party liability Each member would
surance Department headaches in they are able to self-insure or form good books of business will think pay damages on a proportionate
the past self-insurance pools Also, captives domiciled in about forming a captive " basis "

Captives will be permitted to un- The new statute does not require Florida will be exempt from the Limited reciprocals are similar to "What this has done is create an

derwrite all lines of commercial a parent organization to demon- state's 2% premium tax, as are most regular rectprocals only smaller, alternative marketplace to normal
property, casualty and marine in- strate special need to form a cap- other commercial insurers head- says Jack Herzog, staff director for insurers," Mr Herzog says "Flor-
surance except workers compensa- tive as is required in Colorado quartered in Florida But they will the House Insurance Committee ida companies can now self-insure
tion But the captive must apply for a be assessed 0 625% of premiums col- Reciprocals are unincorporated co- workers compensation and set up

"We advocated prohibition of license from the state Insurance lected on property insurance to operatives in which every member either a captive or a limited recip-
workers compensation because it Department and will be subject to fund firefighters' pensions is both a policyholder and an in- rocal insurer to cover other prop-
opened up the potential of adding a nearly the same regulation as a When will the first Florida cap- surer to all other members erty/casualty risks

second regulatory authority," ex- commercial insurer Captives will tive form') Until passage of the Blue Jay "This is probably the most signif-

plained Mr Griffin not be permitted to underwrite "We've had some interest," says law, only full reciprocals were per- icant rewriting of an insurance
Self-insurers writing workers third-party business, however Mr Griffin Florida is home to a mitted in Florida, Mr Herzog says code ever done," he adds

Five more suits filed in Indiana ramp collapse
By STEPHEN TARNOFF Mr Ring's clients Include the of Anthes added as defendants later, Mr Ring ana," Mr Ring saidl

wife of John Chester, a carpenter A recent Illinois appellate court explained Mr Ring is chairman of the

CHICAGO-The engineers of an for Superior Construction Co of decision permits Juries to assess pu- He added that the firm Will file plaintiff's committee involved in
East Chicago, Ind , expressway Gary, Ind, the project's contractor nitive damages in stric: liability two additional personal injury suits litigation arising from the No-
ramp that collapsed last month Mr Chester also died in the col- cases where a flagrant disregard of on behalf of two workers injured in vember 1980 fire at the MGM
while under construction and the lapse safety can be shown, Mr Ring said the accident and a wrongful death Grand Hotel in Las Vegas, Nev He
alleged manufacturer of the scaf- Filed April 28, the suit seeks Anthes was cited for erroneously suit on behalf of the survivors of is representing the families of six
folding that supported the ramp are more than $56 million in compen- designing support structures fol- another victim people who died in the fire and 15

named as defendants in at least five satory and punitive damages from lowing an accident at a high-rise The suits were filed in Chicago others who were injured
lawsuits both Anthes and Figg, including $5 office building in Vancouver, Brit- because, among other reasons, The first suit stemming from the

Named are Figg & Muller Engi- million in compensatory damages, ish Columbia, last year, the attor- juries there generally award higher East Chicago ramp collapse was
neers Inc of Tallahassee, Fla, the $1 million for pain and suffering ney said damage judgments and because In- filed April 22 in Cook County Cir-
engineering firm on the project, and mental anguish experienced by The suits also allege negligence diana law permits defendants to cuit Court in Chicago by Frederick
and Anthes Industries Ltd of Mis- Mr Chester before he died and $50 and willful and wanton misconduct transfer such cases to port.ons of A Torrijas, an inspector employed
sissauga, Ontario, the alleged man- million in punitive damages on the part of Figg & Muller the state where juries are not as fa- by the state of Indiana, who suf-
ufacturer, designer and supplier of The suit also seeks an unspecified Neither Superior, Midwest Steel miliar with worker injuries, Mr fered multiple injuries The suit
the scaffolding amount of funeral and burial ex- nor the state of Indiana, the owner Ring added seeks $15 million in compensatory

The five suits were filed on the penses of the expressway, were named in "Admittedly, damage awards are and punitive damages and names
behalf of injured workers or the The other three suits were filed any of the suits but they could be greater in Chicago than in Inch- Superior, Midwest Steel and Figg .
survivors of those killed in the col- by Mr Ring on behalf of workers
lapse Twelve workers were killed critically injured in the accident
and another 18 injured when the Each suit seeks $66 million in com-
100-foot-high structure collapsed pensatory and punitive damages Kentucky passes open rating law
(BI, April 26) from Figg & Muller and Anthes

Four of the lawsuits were filed in Each of the suits-brought by Continued from page 1
Cook County, Ill, Circuit Court in workers Louis Cloutier, another the state Insurance Department, was signed into law as
Chicago by prominent personal in- Superior employee, and Mark Mays part of a reform package, S B 274
jury attorney Leonard M Ring and Donald Hanft, both iron work- Insurance Department officials could be not reached
Each seeks more than $50 million ers for subcontractor Midwest Steel for reaction to the new law late last week because Ken- 1

in compensatory and punitive dam- Erection Co of Chicago, and their tucky Derby festivities already were under way
ages wives-seeks $15 million in com- But a source m the department said the new rating

Another lawsuit was filed last pensatory damages, $1 million for bill includes a provision that the insurance commis- l

week in Lake County, Ind, Supe- loss of consortium, support and ser- stoner can reinstltute a prior-approval system if com- r f.-rior Court by the family of David vices and $50 million in punitive petitive rating is not successful r

Kaser, who was killed in the col- damages In Rhode Island, a statutory amendment to the law is  Ad•.-pz.di„04
lapse The family is represented by All of the suits allege strict prod- expected to be signed by that state's governor as early
the law firm of Nicholls & Podgor uct hability, negligence and willful as this week, sources say
of Crown Point, Ind and wanton misconduct on the part Under S B 2427, workers compensation insurers *-

with more than 2% of the market would not be able to

agree on a price and file rates through a rating organi- , «,»  i m ;7-
zation

insurance services guide The amendment dictates that those insurers, which
I

have 70% of the state's business, file rates individually %

for approval by the Insurance Department
Those insurers with less than 2% of the market still

I .

will be allowed to file rates through the National Coun-
TIME INSURANCE CO For advertising 0 cilon Compensation Insurance, a rating organization

MILWAUKEE W153201 (414)271-3011 information in the Deputy Insurance Director Edward H Balfour said
SELF-FUNDED GROUP HEALTH PLANS Insurance Services Guide the amendment has met little opposition in the Legisla-
BENEFIT ADMINISTRATION ID CARDS

SUMMARY PLAN DESCRIPTIONS
ture, easily passing the Senate

STOP-LOSS AND OTHER SERVICES
Contact: Barbara Tosheff "There were sections of the amendment that created

740 Rush Street a little controversy, but not overall," he said
TIME  ® Chicago, 1 Ilinois 60611 Rhode Island's bill has been unexpectedly successful

Member AMEV /ouo Telephone (312) 649-5340 in attracting support, soLrces say By early fall, three states will have open rating sys-
And all the activity in Rhode Island may help Illinois tems in operation for work comp coverage.

BECK & WALLER • Fire Protection Engineering get its competitive rating bill through the Legislature

INTERNATIONAL, INC.
• Sprinkler System Design A lobbyist for one of the insurance trade associations S B 1496, introduced by Sen Aldo DeAngelis, R-Chi-

• Underwriting Reports

Financial & Risk Management • Fire and Security Alarm System Design opposing the bill was so busy trying to defeat the bill in cago Heights, replaces last year's S B 664
• Building and Fire Code Consultation

consultants offering cash flow in- Rhode Island that he couldn't get to Illinois to head off The new version was assigned to the Senate Insur-
•OSHA-Salely Engineering

novations to the energy industry that battle ance Committee and may be acted on this week

One Allen Center. Suite 1000
S=hi,me, Illinois' effort for competitive rating legislation fell "I feel very hopeful about the bill," said Mr O'Con-

Houston, Texas 77002 SCHIRMER ENGINEERING CORPORATION by the wayside last year, but it'S rapidly picking up nor "Tne new bill is a compromise that would allow
713/658-8109 101 lake Cook Road·Oeerheld Il 60015 312 272 8340

steam the insurance industry representative to recommend
The cause was helped by newspaper stories that said rates but prohibit insurers from agreeing to one price "

LOSS RESERVE ATWOOD & CO. Illinois employers were being overcharged for workers The bill, which would be implemented over a three-

CERTIFICATION Consulting Actuaries compensation insurance year period, "would change the law so that business

Merger/Ac,Iii i#ition Claim Reviews Illinois Insurance Director Philip R O'Connor or- wouldn't be trapped in an outmoded system of workers
Total C lal,1 71antutement & Technical Sen ices

,John J OConnor B \LLB lia
Reinsurance and Reserve Analysts dered hearings to determine whether the premiums in compensation rate setting," Mr O'Connor said

J. J. O'Connor & Co. for Captives and Self Insurer$ Illinois are excessive Those hearings are still going on He estimates employers in the state could have saved
Watch Hill Road 5000 Ambrose Ave An amended version of last year's open rating bill is at least $50 million in premium costs had competitive

Los Angeles, CA 90027
(401) 348 8386

Watch Hill, Rl 02891
24 hour service being hashed out by business and labor, which "isn't rating been in effect last year

(213) 661-9260
used to working together," said Mr O'Connor The Ilhnois Legislature adjourns June 30
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1  Ryan's rare combination
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/

intrigues some analysts
175

170 By LEN STRAZEWSKI

165 3
A RARE COMBINATION of insurance BI tieker

1
kibrokerage and underwriting operations,

160 2- the Ryan Insurance Group seems to be defy- surance brokerage firm in the United States, dealers continues to diminish as more than
H ing tradition and is striking the fancy of some according to Business Insurance statistics half of this business is now fully reinsured
E:

155
$i securities analysts The brokers in the group are James S through dealer captives, with Ryan acting in

Although Chicago-based Ryan's brokerage Kemper & Co, a national firm acquired an administrative, non-risk-bearing capacity
22

(5 0 4 f5 0*'©.e'Y'p.ey'P divisions rarely are reported in competition about a year ago, Youngberg-Carlson, a Chi- We estimate that one-third to one-half of
for major corporate accounts and its under- cago regional brokerage, A Yarchin & Co, a credit insurance profits are derived from

 writing resources seem primarily devoted to Boston regional brokerage, Scarborough & Ryan's administrative/servicing capacities,"
credit and ordinary life insurance, one ana- Co., a banking industry specialist, and he said
lyst is touting the company as an excellent American Benefit Corp, an employee benefit The remaining liability the company re-

Insurance industry stocks gained 1.1 point for investment with great long-term growth po- marketing and consulting company Self-In- tains on the credit insurance, its relatively
the period ending April 27 as the Business /n-
surance stock index rose to 186.7 from 185.6.

tential in both life and property/casualty in- surers Services, a claims service company, new automobile mechancial repair policy

Thirty-two securities showed gains, 18 issues
surance focuses on self-insured corporations. and life insurance coverage, is all low-risk,

posted losses and 19 were unchanged. The
Financial analyst Thomas G Rosencrants Operating income in 1981, according to he added

of William Blair & Co in Chicago, in a report Ryan's recently released annual report, Although the captive concept is a growing
largest gains were posted by: Penncorp Finan-
cial Inc., 13.0%; Washington National Corp.,

released earlier this year, pointed to several shrank about 5% to $93 million from $9.8 approach at Ryan Group, Mr Ryan is sur-

11.1%; Banks Iowa Inc., 8.3%; SRI Corp., 7.9%;
forces that make Ryan stock a bargain. million in 1980 Per-share earnings dropped prised at the analyst's reaction Ryan has

and Armco Inc., 6.6%. The largest losses were
• Significant price erosion from its all- to $2.35 from $2 54 in 1980 been using the captive technique for credit

suffered by: CIGNA Corp., 9.4%; The Travelers
time high of $26 per share in 1980. Among the agency/brokerage divisions, life coverage since 1971

Corp., 7.3%; USLife Corp., 7.1%; St Paul Cos.
• A price/earnings multiple of 58 times gross revenues-including nine months of Captives, adds Mr Hines, relate credit in-

Inc., 6.4%; and Reed Stenhouse Cos. Ltd.,
estimated 1982 earnings, while major bro- revenues from the Kemper agencies- surance directly to the economic interest of

5.9%. The 0.6% increase in the 8/ index pro-
kerage competitors sell at eight to 11 times Jumped to $33 million in 1981 from about $17 the dealers "Losses are quite predictable and

pelled the average to a new high for the year.
their earnings million in 1980. Gross written premiums the financial goals of a captive of this sort are

• Prospects for significantly faster earn- among Ryan underwriters increased to quite the same as the goals would be for a
However, the index's performance lagged be-
hind the major stock market averages.

ings growth (20% to 22%) than major competi- $148 5 million from $130 million in 1980 property/casualty captive insurer," he says
tors The hybrid broker/underwriter structure The cash-flow advantage is very impor-

The company, however, remains thinly provides a special marketing opportunity, tant, of course, for the beleagured auto indus-

British Issues traded, selling at $6 below its peak Ryan executives say, because it allows the try upon which a major portion of the group's

1 Week
Ryan's hybrid nature is part of both its company to use its capacity to develop spe- business is bGilt Auto dealers participating in

27 Apr Prlco P/E Div. Yield High--Low
confusion and potential, according to Chair- cialty insurance products sold by its direct the projects have been much healthier than

Companies pence perm % pene'penel
man Pat Ryan, who owns more than 53% of marketing force and insure other risks by the average, Mr. Ryan says, and the company

Commt Union 131 10 9 16.86 12 9 133--128 the company's stock using its brokerage divisions The company lS also working with the very successful for-

ii i
368 12.5 2143 5.8 371-367 "Analysts have traditionally analyzed the can reinsure its own risks and provide self- eign car dealers

Gent Accident 296 6.6 2321 78 302-292 industry by putting companies into one of insured services through SIS General property/casualty brokerage is
Gdn Royal Exch 286 6.9 2500 8 7 292-284 five categories· life, property/casualty, multi- Although President Harold H Hines Jr also on the rise, Ryan executives report.

236 79 2400 10.2

325 81 36.07 111 340-323

236-228 line, specialty or brokerage," he explains says the group plans on developing both un- While volume is expected to grow 25% over-

Sun Amancl 804 9.6 61 43 7 6 804-790
"We've forged a sixth category all of the derwriting and service capablhties, industry. all for both underwriting and brokerage acti-
above. watchers see the company developing more vities, Mr. Hines says brokerage operations

Brokers "Baldwin-United and Reliance-Crump are like a broker, marketing risks internally to should grow much faster
CE Hiath 317 9.2 15.71 4.9 317-312 probably in this same category," he con- its various divisions Although general Industry forces, 1nclud-
Hogg Robinson 108 8.3 8.57 7 9 108-102 tinues, "as well as the Continental Group that "Ryan is essentially a broker-even ing the continued competition for premium
JHI'llt 171 107 514 48 171-164 owns part of Reed Stenhouse in the United though this is not readily apparent from ltS among property/casualty insurers and the
Ssdgam 167 108 8.57 51 167-163 States and Great American Insurance Co financial statement presentations-with a expansion of Independent-agent and re-
Stenhoull Hidg 112 82 7.28 65 112-109 that owns Nordstrom Group " business mix shifting farther and farther in gional-broker support groups, tend to under-
Stow Wdghtlon 247 8.8 18.57 75 247-237
M.- 477 11.9 2143 4.5 477-465

The Ryan Group, which includes Globe that direction," Mr Rosencrants noted in his mine company projections, analyst Rosen-
Life Insurance Co, Virginia Surety Co., Pat report crants is hkewise positive

Source: Philip Olsen/Alan Chfton, Insurance Ir.dustry 44 44

Specialists Kitcat & Aitken Stockbrokers,
Ryan & Associates (a direct sales force aimed Ryan's underwriting participation on We regard the purchase of the Kemper

London at the auto industry) and five brokerage/ser- credit insurance premiums (which dominate agencies as a major positive development for
vice companies, ranks as the ninth-largest in- the income statement) written through auto Ryan because it further diversifies the mix of

---- -- --
business away from the overwhelming re-
liance on the fortunes of the automobile in-

dustry. In addition, we see the opportunity

Bl Industry Stock Report for the doubling of Kemper profit margins
over the next few years to bring it more into

APR. 27, 1982 4/21/82 THRU 4/27/82 APR. 27, 1982 4/21/82 THRU 4/27/82 line with previously acquired brokerage op-
erations and major competitors," he said.

Insurance Cos Price °o Chg PE $ Div °0 Yld High Low Vol COOO) Price °o Chg PE $ Div °o Yld High Low Vol (000) Although the Kemper acquisition, fin-
----- ---Il-

Aetna Life 6 Cas Co NYSE 43.25 2.7 7.1 2.52 5.8 44.00 42.63 2,867.1 United Fire & Cas Co ore 29.75 0.0 7.8 0.88 3.0 29.75 29.75 0.0 anced completely by a $17 5 million bank
American Bankers Ins Group Clfc 8.38 3.1 7.0 0.48 5.7 8.50* 8.25 367.9 United States Fid 6 Gty Co NYSE 44.50 -3.0 7.4 3.60 8.1 46.00 44.50 233.3

American Gen Ins Co NYSE 42.00 1.2 6.3 2.20 5.2 42.25 41.38 104.7 loan, diluted Ryan's 1981 earnings by 8 cents
United Svcs Life Ins Co OTC' 16.25 -0.8 6.0 1.00 6.2 16.63* 16.25 23.2

American Indty Finl Corp OTC 16.00 -0.8 9.3 1.12 7.0 16.38 16.00 32.3 Uslife Corp NYSE 21.25 -7.1 4.3 0.84 4.0 22.75 21.25 80.7 to 11 cents per share, Mr Rosencrants pre-
American Intl Group Inc OTC 70.75 0.7 11.8 0.48 0.7 71.25* 69.50 233.8 Washington Natl Corp NYSE 20.00 11.1 7.2 1.08 5.4 21.00* 18.38 223.9

dicted that the new management will raise
American Natl Ins 00 OTC 16.00 4.9 6.8 0.76 4.8 16.00• 15.63 80.8 Zenith Natl Ins Corp ore 16.75 3.1 8.0 0.76 4.5 17.00 16.25 40.0 Kernper s pretax profit margin to 20% and
American Sts Life Ins Co OTC 17.00 0.0 5.4 0.80 4.7 17.00 17.00 3.7 -

Aneco Reins Ltd OTC 1.75 0.0 0.0 0.00 0.0 1.75 1.75 1.3 INSURANCE CG,PANIES AVERAGEE 6.8 4.5 more than make up for the temporary dilu-
Avemoo Corp AMEX 11.75 -1.1 7.3 0.54 4.6 11.88 11.75 3.0 bon
Banks Iowa Inc OTC 39.00 8.3 6.8 1.48 3.8 39.00 36.00 7.4

Overall, the analyst expects earnings
Bitco Corp cmc 28.50 0.0 4.3 1.92 6.7 28.SO 28.50 1.9

Carolina Cas Ins Co OTC 6.75 0.0 6.3 0.32 4.7 6.75 6.75 0.3 Agents/Brokers growth of 20% of better for the next several
Chubb Corp OTc 41.88 -4.3 5.0 2.92 7.0 43.50 41-88* 225.0 Alexander & Alexander Svcs NYSE 29.13 -1.3 9.8 1.94 6.7 29.75 29.13 141.8 years, exceeding that of Ryan's major bro-
Cocbined Intl Corp NYSE 21.63 4.2 5.8 1.BO 8.3 21.63 20.88 169.1 Baldwin 6 Lyons Inc OTC 35.00 0.0 6.3 0.80 2.3 35.00 35.00 0.5

Continental Corp NYSE 28.25 1.8 7.9 2.60 9.2 28.63* 28.00 438.3 Corroon 6 Black. Corp NYSE 20.63 2.5 11.6 1.76 8.5 20.75 20.25 12.5 kerage competitors .

Crump E H Cos Inc Orc 8.30 1.6 17.0 0.40 5.0 8.00 7.75* 1.2

Crawford 6 Co OTC 13.50 1.9 10.2 0.56 4.1 13.50 13.25 7.2 Hall Frank B & Co Inc NYSE 28.75 -5.3 10.8 1.70 5.9 29.88 28.75 118.5

Crown Life Ins Co OTC 85.00 0.0 6.2 3.10 3.6 85.00 80.50 0.4

Crum 6 Forster NYSE 30.00 0.0 4.9 1.64 5.5 31.25 30.00 250.7 Integrated Res Inc AMEK 15.25 6.1 5.4 0.00 0.0 15.38 14.75 45.7

Eaeloyers Cas 00 OTC 30.75 0.8 6.6 1.20 3.9 30.75• 30. SO 0.7 J/nes Fred S 6 00 Inc NYSE 21.50 -3.4 10.2 1.60 7.4 22.50 21.SO 20.6

Enuifix Inc Kiss 31.38 3.7 9.4 2.60 8.3 31.38 29.88 23.5 Marsh & Mclenran Cos Inc NYSE 35.00 0.4 10.7 2.00 5.7 35.38* 34.75 119.0 Financial briefs
Penncorp Fincl Inc H<E 7.63 13.0 6.1 0.16 2.1 7.88• 7.13 524.1

Excelsior Ins Co OTC 17.25 0.0 10.8 0.70 4.1 17.25 17.25 25.1 Pinehurst Chrp OTC 9.13 2.8 11.0 0.00 0.0 9.13* 8.88 12.2

Farmers Group Inc OTC 35.50 1.8 10.1 1.24 3.5 35.50 34.88 336.8

First eolony Life Ins (o OTC 65.75 0.0 18.7 1.02 1.6 65.75 65.75 2.0 Poe 6 Assoc Inc OTC 9.00 0.0 10.2 0.80 8.9 9.00 9.00 2.0
EMC Insurance

Foremost Corp Amer OTC 29.SO 2.6 8.3 1.12 3.8 29.50 29.00 79.4 Reed Stenhouse Cos Ltd OTC 12.00 -5.9 9.8 0.60 5.0 12.75 12.00 1.8

Great West Life Assurn 00 OTC 210.00 0.0 6.2 10.00 4.8 210.00 210.00 0.0 Rollins Burdick Hunter Co OTC 18.SO 1.4 12.2 1.32 7.1 18.50 18.25 6.1 EMC Insurance Group Inc of Des Moines,
- Iowa, a holding company made up of prop-

Hanover Ins Co OTC 34.25 1.5 4.2 0.88 2.6 34.25* 33.75 15.0 AGEXrS/BRO,CERS AVERIE 9.1 5.2

Hartford Steam Boiler Insptn OTC 41.00 0.0 7.1 2.80 6.8 41.00 41.00 12.6 erty/casualty and life insurers and rein-
Jefferson Natl Life Ins Co OTC 42.00 0.0 12.9 6.76 1.8 42.00 41.00 6.5

Kemper Corp OTC 33.50 0.0 5.5 1.80 5.4 33.50 33.50 36.1 Conglomerates/Holding Cos. surers, has declared a quarterly dividend of
Lincoln Natl Corp Ind NYSE 42.50 4.0 6.9 3.00 7.1 42.50 41.25 78.5 12 cents per share of common stock, payable

American E»ress(Pir€man's N) NYSE 48.75 -2.0 8.6 2.20 4.5 49.88 48.75 915.4
Mission Ins Group Inc NYSE 26.63 0.5 6.9 0.80 3.0 27.00 26.42 177.5 Anderson Clayton(Ranger/Par·*n) NYSE 32.75 8.3 6.7 1.32 4.0 32.75* 30.00

June 30 to shareholders of record June 1 The
90.3

Nationwide Corp Ohio orc 26.75 0.0 7.8 0.70 2.6 26.75 26.75 1.S Armco Inc NYSE 20.13 6.6 5.0 1.80 8.9 20.13 19.00 315.0 stock was first offered in February.
Northwestern Natl Life Ins ore 27.88 0.9 5.8 1.50 5.4 27.88 27.63 13.3 City Investing Cb. (Home Ins.) NYSE 24.25 6.0 7.6 1.70 7.0 24.25* 23.38 1,327.0
Ohio Cas oorp OTC 43.50 -3.1 6.5 2.36 5.4 44.88 43.50 41.3 CIA Finl Corp (CNK) NYSE 13.88 -2.6 5.7 0.00 0.0 14.13 13.75 13.6

Old Rep Intl Corp OTC 19.63 1.3 4.7 0.92 4.7 19.63* 19.SO 25.4

Control Data (Comal. Credit) NYSE 30.88 1.2 7.0 0.55 1.8 31.38 29.63 1,601.9 Fred S. James
Preferred Risk Life Ins Co OTC' 22.13 -17 5.6 0.92 4.2 22.50 22.13 8.9 General Re Corp NYSE 89.00 -0.4 10.9 2.16 2.4 90.00* 88.63 218.1

Provident Life 6 Acc Ins Co OTC 47.00 -1.1 3.8 2.44 5.2 47.50 47.00 3.9 Gulf Utd Corp NYSE 17.75 2.2 5.9 1.32 7.4 17.75 17.00 238.6

Ryan Ins Group Inc OTC 20.75 1.8 8.8 0.16 0.8 20.88* 20.50 8.4
Fred S James & Co Inc. has declared a

Cigna Corp NYSE 49.25 -9.4 0.0 0.00 0.0 53.88 49.25* 1,059.8
St Paul Cos Inc OTC 45.50 -6.4 6.0 2.60 5.7 48.38 45.SO 393.7 ITr (Hartford Group) NYSE 25.68 3.0 5.5 2.68 10.4 26.38 25.38 1,596.1 regular quarterly dividend of 40 cents per
Safeco Corp OTC 39.63 0.0 7.2 2.20 5.6 39.63 39.50 285.3

optimun Hldg Corp oTC 9.25 0.0 7.1 0.00 0.0 9.25 9.25 0.2 share of common stock, payable May 27 to
Sri Corp OTC 24.00 7.9 4.8 1.00 4.2 24.00 22.50 77.4 Sears R,ebuck & Co. (Allstate) NYSE 19.75 2.6 9.4 1.36 6.9 20.00* 19.38 4,631.7 shareholders of record May 3
Seibels Bruce Group Inc crrc 24.50 12.0 11.8 0.80 3.3 24.50 21.63 71.0 Baldwin Utd Corp NYSE 70.00 2.8 10.1 1.60 2.3 71.75* 68.25 186.2

Statesman Group Inc OTC 6.00 -4.0 4.7 0.15 2.5 6.25 6.00 32.1 Teledyne Inc (Argonaut) NYSE 126.38 3.9 6.4 0.00 0.0 126.63 123.00 480.2

Tokio Marine & Fire Ins 00 MT 97.25 2.4 7.8 1.00 1.0 97.63 95.25 2.5 Tran=Erica Chip (Occidental) NYSE 21.CO 4.3 6.2 1.40 6.7 21.50 20.63 884.3
Travelers Corp NYSE 47.38 -7.3 5.6 3.28 6.9 50.88 47.38 686.5 -

CONG[a,ERATESMOLDING COS. AVERUE 8.1 3.0

Nationale-Nederianden

Nationale-Nederlanden, Holland's largest
insurance company, reported a 11% net in-

'Record high/low since Jan 1,1982 System design· Altman information Systems
come gain in 1981 to $160 3 million. Total

. revenue increased 17% to$3.8 billion.



If you were restoring this 1917 SPAD XIII,
yodd gotoan expert.

Why buyWorkers' Comp. anydifferently?

4

4
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You don't have to go far to find a Workers'
Compensation program for your business.
But finding the expertise to make it work for
you is another matter.

At American Mutual, nearly 70% of our
business is in Workers' Comp. So we now
more about it than almost anybody And we
apply what we know to what you need. With
programs as individual as you are.

And we can also tailor general liability and
commercial auto insurance plans for you.
With the same know-how we're known for.

So if you value your business, shouldn't
you be talking with the experts?

T

Location courtesy of the Owls Head Transportation Museum, Owls Head, Maine.

American
AAutual

INSURANCE COMPANIES. WAKEFIELD. MASS. 01880


