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International clash looms in iet crash

Market expects steady rates
The Halloween crash of a Western Air Lines

DC10 while attempting to land in Mexico City
will probably not force instant aviation insur-
ance rate hikes.

"It will take more than this to make a signifi-
cant impact on underwriting rates," says
Terence Atkins, a spokesman for Lloyd's of
London.

Experts in this specialized market agree
there's a tremendous overcapacity that is keep-
ing rates low. "There would need to be a run of
really bad accidents before many insurers
would get out of it," Mr. Atkins says.

Underwriters expect about 18 to 20 turbo en-

gine crashes a year, including two or three
widebodies, declared a source at Associated

Aviation Underwriters, among the largest U.S.
aviation insurers.

Safety has actually been improving, he says.
"The number of jet crashes every year is re-
markably consistent while passenger miles

flown is increasing."
Richard J. Ebner, vp o f Marsh & MeLennan,

concurs. He doubts this loss will have any dra-
matic effect on aviation premiums. But recent
loss experience may force insurers to return to
shorter contractual periods from current three-
year policies, he added.

Reluctant firms fill

union prescriptions
for drug programs

By STUART EMMRICH

NEW YORK-Employes gobble
up prescription drug plans that
make their medicine bills easier to

swallow, but most employers offer
them only under union pressure.

Administrative problems and
costs are the biggest headaches for
employers providing pre-
scription drug plans, but
employes' appreciation
seems to ease the pain.

"They have worked just

fabulously as far as the em-
ploye is concerned," says
Robert Nossan, William
M. Mercer vp. "They are by far
one of the most used of any
employe benefit programs
when provided by the employer.
They get an awful lot of action."

Other employe benefits might be
more important to the employe
and a far larger investment by the

employer, but few others provide
such instant employe gratification.

"It is just amazing that a person
can walk into a hospital and come
out receiving $2,000 worth of ser-
vices and the employer never hears

a word of reaction. But when the

employe gets that $2.50 check in
the mail (as a reimbursement for

his prescription), he is thrilled and
lets his employer know about it,"
Mr. Nossan says.

Any payments for prescription

drugs for years were under mjor
medical coverage. But employes

who didn't have many seri-
ous illnesses a year never
reached the $50 or so de-

ductible necessary to start
collecting on their insurance.
Unions began to press em-

ployers for separate drug
prograrns.

Major unions began win-
ning drug plans
about 10 years ago.

The growth o f the programs hasn't
been dramatic in recent years. It's
estimated drug plans were added
to about 5% of all health and wel-

fare plans during the first half of
1978. But the benefit is now consid-

ered standard in some of the

nation's largest industries.
Uniroyal, Goodyear, H.J. Heinz,

Campbell Soup, Pan American
Continued on page 96
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By RHONDA L. RUNDLE

LOS ANGELES-Mexican and

American officials may be headed
toward a clash to settle conflicting
accounts of what caused a Western

Air Lines DC10 to crash Oct. 31 af-

ter touching down on the wrong
runway at Mexico City's Benito
Juarez Airport, killing 75.

The first liability suit, filed the
next day in Los Angeles federal
court, named Western Air Lines,
McDonnell Douglas Corp., builder
of the jet, Benito Juarez Airport
Authority and the Mexican govern-
ment for negligence leading to the
crash.

There was no evidence, however,
that any malfunction of the DC10
was to blame for the tragic acci-
dent.

The pilot desperately tried to
pull the jumbo jet back into the
dense fog after sighting a parked
truck blocking the closed runway,
according to reports. The craft's
landing gear struck the vehicle,
skidded across the tarmac into a

post office building, split in two
and burst into flames. Twelve sur-

vivors were in the tail section,
which did not burn.

Ninety percent of the hull and li-
ability insurance for Western Air
Lines is in the London market,
confirmed Doug Swetts, director
of insurance and pension planning

for the airline. Lloyd's of London
shares 13% of that package, bro-
kered by Emett & Chandler in Los
Angeles and J.H. Minet & Co. in
London. The remaining 10% is
with Associated Aviation Under-

writers, including Western's work-
ers compensation coverage.

Neither the airline nor its bro-
kers would name the lead under-

writer, except to say it is an English
company.

Western Air Lines further de-

clined to divulge its policy limits,
saying only that insurance would
be adequate to cover both liability
and hull losses. Book value on the

DC10 is $37 million, butMr. Swetts
would not say if Western had re-
ceived a check for the hull.

Although pilot error and poor
visibility because of heavy fog
were tentatively blamed for the di-
saster, investigations have also
raised questions about airport pro-
cedures at Benito Juarez.

A transcript of the conversation
between the pilot, a 30-year veteran
of Western Air Lines, and Mexican
ground controllers contradicts a
statement by airport officials deny-
ing that approach lights to the
closed runway were illuminated.

U.S. aviation experts and experi-
enced pilots speculate, however,
that the captain of Flight 2605 may
have tried a "side step" maneuver

Continued on page 92
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Ullman asks tax penalty
on large health benefits

By JERRY GEISEL

WASHINGTON-While mjor
hospital associations support Rep.
Al Ullman's (D-Ore.) new bill that
for the first time would impose
taxes on employe's health care
benefits, the nation's labor unions
are strongly resisting it.

"We will vehemently oppose leg-
islation that takes away a basic
benefit from workers," said a

spokesman for the United Auto
Workers in Detroit. "This is a step
backwards."

Rep. Ullman, the influential
chairman of the House Ways and
Means Committee, wants to reduce
the scope of employer sponsored
group health insurance plans,
which he believes have removed

the incentives to control health

care costs.

Under his bill (H.R. 5740), if an
employer pays more than $120 a
month for an employe's family

health insurance plan-including
dental, vision and prescription

benefits-the employe would have
to pay federal income taxes on the
amount over $120. If a company
pays $140 a month for family cover-
age, for example, the employe

would pay federalincome taxes on
the $20.

However, the total amount of the
premium, even if over $120 a
month, is tax deductible as a busi-
ness expense to the employer.

A second cost restraint in the bill

requires employers to offer a low-
cost health plan with coinsurance,
or an HMO, as well as a traditional

full-benefit health insurance pro-
gram. This low-cost plan would
have to be offered if the company's

group health plan cost the firm
more than $75 a month for family
coverage.

The company then would be re-
quired to rebate 90% of the differ-
ence in cost between the compre-
hensive plan and the low-cost plan
to the employe.

If a comprehensive corporate
health plan costs $140 per month
and an HMO costs $70 per month
for family coverage, the employe
would get $63. The firm would
keep $7 to compensate for the ad-
ministrative expense of maintain-
ing two plans, an aide to Rep. Ull-
man explained.

By amending the tax code to re-
move the incentives for employes
to opt for comprehensive, employ-

Rep. Al Ullman wants to reduce
the scope of employer spon-
sored group health insurance
plans to control spiraling health
care costs.

er-paid group health insurance
plans, employes will increasingly
take the plunge for low cost plans
with larger deductibles or join
HMOs, which typically are more
cost-efficient than conventional

health insurance plans, Rep. Ull-
Continued on page 95
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Big product liability settlement r-for your information-
N.Y. Insurance Exchange

precedes insurers' payments finds a place to call home
NEW YORK-After four months of meetings by its board of

By ELLIS SIMON substituted PBB for magnesium ert F Finke, Velsicol's attorney in governors, the New York Insurance Exchange finally has a home ,

oxide in a shipment to a Farm B -1- Chicago Buttheexchange probably won'topen for business at its 59 John
CHICAGO-Though Velsicol reau mixing facility The Farm B 1- A favorable decision for Velsicol St headquarters until late spring In addition to more organiza-

Chemical Corp and Farm Bureau reau mixed the PBB with cattle will not necessarily double the tional work to be completed, the exchange must clarify its Status

Services Inc of Michigan have feed, thinking it was magneslum firm's aggregate limits in the case with the SEC and IRS

agreed to settle 70 outstar.ding oxide Iftheinsurerswinthearga- since there were ambiguities m The SEC is apparently asking if the exchange must register as a

product liability claims for more ment over the interpretation ofoc- INA's subscription to the policy, security, a question more appropriately addressed to the syndi-

than $26 million, the question of currence, coverage will be pro- Mr Finke added cates, says exchange information officer Joseph Conroy

who must sign the check hangs on vided'under only one policy year However, the decision will deter- The exchange has also filed a request with the IRS for a rulmg on
the definition of occurrence Such arguments about when an mine whether the most recent set- whether statutory accounting, which permits insurers to establish

Both firms are locked in htiga- occurrence actually takes place are tlements and any future awards by tax deductible loss reserves, is applicable to exchange syndicates

tion with their insurers over the common Policyholders involved Velsicol will be covered- by insur- A decision is expected in December or January

def_nition o f occurrence for far- in large losses o ften resort to suing ance, said Roger Clark, Velsicol's The IRS is also being asked by an investment banker to rule that
mers' losses resulting from cat- insurers who try to limit tne ul:i- attorney in Grand Rapids syndicates be taxed as partnerships instead ofcorporations, which
tle feed contaminated with poly- mate claim payout by citing a re- Farm Bureau has exhausted its would allow direct flow of, syndicate income to investors

brominated biphenyl (PBB) strictive definition of occurrence insurance limits, but a decision The search for a chiefexecutive officer, however, is expected to

The policyholders argue the "oc- These cases are nearly always de- against one of its insurers, over the be completed soon Joseph Murphy, executive vp of Continental

currence" insured by the policies cided based on the Individual facts definition of occurrence could net Corp and member ofthe board ofdirectors, has been said to be one

was the entire period between 1973 0 f the situation, focusing for the $3 million for the Michigan co-op ofthree candidates forthe post, but Mr Murphy denies it The chief

anc 1974 when cattle ate the most part on events leading up to Because settling the outstanding executive officer repoitedly will be paid more than $150,000 per
tainted feed and had to be de- and causing the losses claims has been given greater pri- year

stroyed. That definition would pro- ority than the dispute between the Sources debate whether the delay in getting the exchange offthe

vide insurance coverage under two Further complicating the iSSLe is pollcyholders and their insurers, ground will dull investors' interest and even switch excitement to
policy years that Lloyd's of London and The Velsicol settled the claims with the the still organizing Illinois Insurance Exchange

The insurers involved in the liti- Travelers Insurance Co have paid knowledge of the insurers, Mr
gat_on contend the occurrence claims based on two years ofcover- Finke said Illinois names exc hange board
too k place when the Velsicol sub- age Lloyd's terms govern excess In addition to the $2 6 million set-

sidiary Michigan Chemical Co insurers above Lloyd's, said Rob- tlement, Farm Bureau has agreed CHICAGO-Don Kramer, the New York msurance consultant
to cancel the plaintiff farmers' bad who sparked creation of the New York Insurance Exchange, is
debts, which could cost Farm Bu- among 13 persons named to the interim board o f governors o f the
reau as much as $700,000, said a Illinois Insurance Exchange

Farm Bureau attorney Mr Kramer's participation on the Illinois exchange will not in flu-
' ence the activities of KCC Syndicate Managers Inc, a firm or-

Once total bad debt canceled is ganized by Mr Kramer, Alexander & Alexander and Shearson

CUSTOMIZED calculated, Farm Bureau and Velsi- Hayden Stone to manage syndicates on the New York Insurance
col officials will decide how the Exchange, said A&A senior vp Gerry Curtis Mr Kramer added he
$2 6 million hability will be shared, still supports the New York exchange and intends to manage syn-

WORKERS' COMPENSATION
Mr Clark said dicates on it

Under a settlement reached early The board will draft a temporary constitution, choose staff and a

SELF-INSURED PLANS BY in 1976 ending litiga.ion between facility and solicit investment, said James Skelton, Illinois assis-
Farm Bureau and Ve_sicol, the lat- tant director of insurance, who will chair the interim board IRS

GATES, McDONALD ter firm agreed to pay $19 6 million and SEC issues also confront the Illinois exchange
to Farm Bureau and 50% of PBB The interim board will serve for up to nine months after receiving

Yes, Gates, McDonald can custom- claims in excess of that amount an insurance department certificate of authority, to be granted
(BI, Jan 26,1976) With awards to when the exchange has $4 million in capital Illinois exchange

Ize a workers' compensation self- date of more than $42 6 million, syndicates must be capitalized for at least $2 million Other mem-
insured plan for your company. Velsicol's share of PBB claims cost bers of the board are- Chicago attorneys Jeremiah Marsh, James
Here are some of the features: is believed to be running close to Fletcher and Michael J Merlo, Chicago insurance brokers Paul

$30 million Robinson Jr and Robert L Dunn, Peter Van Cleave, vp and secre-
• integrated, comprehensive sys- With the latest settlements, only tary of James S Kemper & Co of C hicago, William Haun, vp of St

tems to administer your workers' 69 of the 955 PBB claims filed re- Paul Fire & Marine Insurance Co , Royal Gordon, vp ofContinental

compensation program main to be resolved Several of Insurance Cos, Chicago investment banker Robert Podesta,
these are likely to go to trial, said Donald E Fisher, president of General Casualty Cos , a member o f

• the review and processing Grand Rapids plaintiffs attorney the Reliance Group, and Donald W Montgomery, president ofCe-

of all claims and appropriate Gary Schenk One trial is presently lina Financial Group of Celina, Ohio

under way in Lenowee County,
adjustments Mich Insurers praise nuclear report

• responsive medical care for In the dispute over what was the
occurrence, Velsicol and its insur- NEW YORK-Insurers o fthe Three Mile Island nuclear plant say

employees with an eye toward ers are suing each other, in federal the eagerly awaited federal report on the March 28 accident should
saving you money court in Grand Rapids and Cook allay fears about the long range effects o f radiation leaks there

• the development of employee
County (Ill ) circuit court Critics ofthe plant nad argued thatthe federally mandated insur-

The Travelers wrote a $1 million ance limits would not be enough to cover possible future losses
information and rehabilitation primary liability pohcy for North- stemming from the long term health effects of the nuclear accident

services west Industries, Velsicol's parent including possible cancer But officials of American Nuclear Insur-
company, which had $28 million of ers say the special presidential commission's report released re-

Contact Gates, McDonald oryour insurance Lloyd's wrote the first cently reJects the notion that such health problems should be con-

insurance broker - either can add excess layer for $2 million Ameri- sidered likely

information how you can customize can Home Assurance Co wrote the ' "There were some very positive things in the report The commis-
next $15 million layer and INA and sion made it clear that it saw no reason to expect to find any detect-

workers' compensation self- Aetna Life & Casualty Co each able cancer sources down the road," one ANI official said

insured plans to your business. wrote $5 million coverage on a
quota-share basis .

errors &
N.Y.C. to pay $7.8 million award

NEW YORK-New York City is self-insured for $7 8 million
awarded to two Bronx children in two hospital malpractice decl-

omissions sions last week, said Bruce Kaplan, assistant corporate counsel
The city admitted negligence in the cases, in which both children

suffered bram damage and were left retarded as the result oftreat- '
=gl GAI4 MCDONALD ment received in New York City hospitals However, the city will

CORPORATE ONE NATIONWIDE PLAZA • In a story about a lawsuit in- appeal both verdicts as excessive
OFFICE P 0 BOX 1944

COLUMBUS O-HO 43216
volving the Fairchild Publications/ The awards, made by Junes in Manhattan and the Bronx, were

614/227 7211 Capitol Cities Media Inc pension $4 9 million to a 6-year-old boy treated in the now-defunct Fordham
plan (BI, Oct 29), National Union Hospital in 1974, and $2 9 million to an ll-year-old girl treated at
Insurance Co was incorrectly re- Harlem Hospital in 1975

ported- as the former Fairchild The awards were believed to be the largest ever made for medical
Publications fiduciary liability m- malpractice In New York and among the largest m the country
surer

k ..1'.ma 1% • E W Siver & Associates iS the

consultant for Henrico County, Va index
An article in the Oct 1 issue incor-

rectly identified the county's con-
sultant Editorial opinions ......... 14 Vol 13, No 23-Business Insur-

• The National Employe Bene- Perspectives ..............
53 ance [ISSN 0007-6864] is

fits Institute still has an office in London line
.... .......... 57 published every other Monday

Washington, D C An article in the Aroundthestates .......... 60 at 740 Rush St, Chicago, Ill

Oct 29 issue reporting that Steven Legal briefs ...............
62 60611 Controlled circulation

Schanes, founder of NEBI, had Dates for buyers ...........
64 postage paid at Brookfield,Wis,

closed the Washington office of Benefit tax slants .......... 66 Chicago, Ill, and New York,

Schanes Associates implied that riskWatch.................69 NY Copyright 1979 by Crain

NEBI no longer had a Washington ' Info for buyers............. 76 Communications Inc
office
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Surety bond frees magnetic hold
By RHONDA L. RUNDLE

LOS ANGELES-The trek of a

"super-magnet" from Illinois to
Northern California was delayed
for three days by an 11th-hour re-

Et

quest from the state of Iowa for a t *mil------- -

$500,000 surety bond against road- .._ rripn
. %

way damage
The 107-ton load, thought to be

the largest ever to be transported
cross-country, finally started roll-
ing Nov 5 after Stan Jones Trans-
portation paid an estimated $10,000

/ ;, .4to purchase the bond from
Holmes-Murphy Associates in Des =6.6/"#3
Moines

The Northern California hauling Ial.r'-0,=40
firm had purchased a $1 million pub- 92' 64- :44 4
lic liability policy from Bellefonte /: 4 -4 i

X .

Insurance Co The agentwho nego-                      ... 1

tiated the contract, Paul Weenig of m ' TA
General Insurance Agency m Los
Angeles, complained about Iowa's /1- ..&.-2. ----

insistence on the bond "It's like

thumbing a nose at our insurance Water, power and sewer lines un- Airbags will be used to cushion the Transporting a 107-ton electromagnet across the country presents a
coverage," he said der the highway could be damaged load along the nation's highways multitude of potential liabilities.

by the heavy load If that hap- The estimated cost for the move is
The Department of Energy's pened, repair might require a tem- $1 5 million

super-conducting electromagnet is porary power shutdown to an en- The Journey will take three A

insured under a $3 million all- tire community The subsequent weeks or more depending on the
perils cargo policy, Mr Weenig lawsuits could be enormous weather Stan Jones and an associ- ..

said St Paul Fire & Marine Insur- ate custom-designed the 140-foot f

ance Co is underwriting the pol- All of the Western states along rig with 18 axles and 120 wheels (A #.-
icy, which has a $25,000 deductible the way issued permits for the standard tractor-trailer has 18

The magnet has been used for 10 transcontinental trip But at the wheels ) The carrier resembles a
years at the federal government's last minute, Iowa decided to re- very long hook and ladder fire en-

#. i .u*,%0/R/RE'/*8%4:1/1691,"WZI'll'll//0/*-3.
Argonne National Laboratory out- quire the $500,000 surety bond as gine, with a reel section steered
side Chicago to research sub- an additional financial guarantee separately by a second driver
atomic particles It's moving to a against possible damages The rig will travel atspeeds rang- mw ARGONNE ImfIONAL LABORAJORY ll.
new home at Stanford University's Despite the Inevitable traffic ing from 3mph to 25 mph and . ·STANRD UNEAR ACCELERmcia - 4 %23Linear Accelerator Center in Palo snarls sure to follow in the wake of will take up two lanes of traffic It

Alto for use in a series of physics such a load, the government ruled can be raised up to 48 inches above 5 *t
experiments designed to find new out both rail and water transporta- the pavement to cross highway di-
energy sources tion The magnet is too big to go by viders and other obstacles Be-

Transporting such a large load rail and too delicate to ship by sea cause ofroad restrictions along the
.

presents potential liabilities The A trip through the Panama Canal second leg of the journey, five ax-
rig had to be specially engineered would requrre at least four load- les and 30 wheels will be removed
to distribute weight over a great ings and unloadings, bound to cre- when the carrier passes into Wyo-

%
length to avoid cracking pavement ate stress on the $3 million magnet ming

the benefit beat

UAW wins higher pensions, health care at Deere
About 31,000 United Auto Workers members at Deere & coverage rates will rise by 89% to $4240 from $3895 strophic benefit paying 100% of covered supplemental ex-

Co have won increased pension benefits in a new three-year Rates for 120-day coverage on individuals will rise to $18 40 penses after a yearly $1,000 deductible
contract ratified last month The minimum benefit for both from $17 40, a gain of 5 7% Family coverage will cost $42 55,
retired and current workers was raised to $17 a month per up 5 2% from the current $40 45
year of service from $16, with five increases of 40 cents The increases are the first approved by the state insurance Reconstructive surgery
throughout the life of the contract A supplemental allow- department for Capital Blue Cross in two years South Dakota Medical Services Inc, the state Blue Shield
ance for those who opt for "30 and out" retirement would be plan, is being sued over its refusal to pay part of a claim for
mcreased to $950 per month by March 1981 from the current
$800 per month Pregnancy benefits breast reconstruction after a mastectomy The plan contends

breast reconstruction is cosmetic surgery

Workers also received several new benefits, Including New York has amended its regulations governing group Patricia Koppmann, who filed the suit, argues that mastec-
hearing aid coverage for current and retiring employes and health Insurance contracts to no longer mandate extended tomy 15 an amputation and that restoration of the breast lS
their dependents, vision care coverage expanded to retired benefits for pregnant employes except under the same cir- reconstructive, not cosmetic, surgery The state Blue Cross
employes and surviving spouses, and medical coverage for cumstances as for any injury or illness plan had originally refused to pay the claim on the same
catastrophic illness The maximum dental coverage was m- New York had required that benefits covering pregnancy- grounds, but reconsidered and paid the hospital bills
creased to $1,000 per year and orthodontia payments were related expenses be paid to workers who left thewJobs after No date has been set for the case, which will be brought
increased to a lifetime maximum of $850 The company pays becoming pregnant But the federal guidelines on pregnancy before a state circuit court in Rapid City About 75% ofthe
all premiums for health insurance, which is written by John benefits would require employers providing extended bene- 115 Blue Cross and Blue Shield plans m the country, as well
Deere Insurance Co fits for pregnancy to provide them for all other injuries and as Medicare, cover breast reconstruction

UAW workers at International Harvester and Caterpillar illnesses (BI, Oct 29)
Tractor Co remain on strike Now, New York mandates that the extension of benefits Severance pay in Canada

beyond termination of coverage for Illness, injury or preg-

Pension increase nancy is only required when the covered person is totally Canadian employers and employes Involved in a Job ter-
disabledatthetime oftermination The extension ofbenefits mination should investigate the tax consequences ofany pro-

Aetna Life & Casualty will give its retired employes a one- lS limited to 31 days for hospital/medical coverage and 12 posed severance agreement, says a bulletin from William M
time pension increase of 2% for each year of retirement be- months for major medical benefits Mercer Ltd , employe benefit consultants
fore Jan 1, 1979 The nature of the payment is determined by the circum-

About 4,600 Aetna retirees and surviving spouses will re- Health cover signups stances of the employe's departure Income tax authorities
ceive increases consider any benefit payment received from an employer

The increases will range from 2% to 66% per retiree Em- The 18,830 eligible federal civllian employes who live or before, during and after employment as earned employe in-
ployes retiring m 1979 and 1980 will also receive a 2% in- work in Rhode Island will be able to obtain or improve Blue come But wrongful dismissal, constitutmg a breach of con-
crease The increase supplements an automatic annual 3% Cross/Blue Shield coverage from Nov 12 to Dec 7 About 6% tract, may make the employer liable to pay money damages
cost-o f-living provision added to Aetna's pension plan in of the employes are already covered by the plans High op- to the employe, which tax law considers non-taxable pay-
1968 and will cost the company an estimated $24 million a tion coverage or the Medigroup health maintenance organi- ments of capital
year for the next 10 years zation membership is available The most recent federal budget, now in hmbo, proposes

Under the high option plan, the $500,000 lifetime lirnit on that termination payments o f up to half a year's pay should

Blue Cross rates up maximum benefits has been eliminated and the only lid on be taxed, a move apparently aimed at the tax status of pay-
supplemental benefits is a $50,000 limit on payments for ments for damage and their possible abuse, but the amend-

Capital Blue Cross, which serves 309,000 subscribers in treatment of mental illness The program will pick up the tab ments do not state expllcitly that the tax is on payments of
central Pennsylvania, has been granted a 12% overall rate for 100% of covered hospital services in a member hospital, capital, Mercer says
increase on group coverages, effective Jan 1 Increasesrange upto 365 days, 100% ofcovered hospitalservices onan outpa- .

from 52% for 120-day family coverage to 23 3% for 30-day tient basis within 72 hours after emergency care or surgery, Benent Beat keeps nsk managem and employe benefit man-
individual coverage 100% of covered home health care, up to 90 days, 100% of agers abreast Of changes in plans amund the country as well

On 30-day coverage, Individual monthly rates will in- customary charges for surgical and medical care such as x- as other unportant developments. We'd Elke to know ifyoll Ve

crease to $17 50 from $14 20 while family rates will rise by rays, anesthesia and surgery, 80% of coverage for physicians' made any changes or know of any significant developments
23 2% to $40 60 from $32 95 Individual rates for 70-day cover- visits, prescrlption drugs, ambulance service and physical Wnte Kathryn J Mcintyre, Business Insurance, 740 N Rush
age will increase to $1830 from $16 85, an 86% boost Family therapy after an annual $100 deductible, and an added cata- St , Chicago, Ill., 60611 or call (312) 649-5286



Insurers fight forced structured settlements
By MARGARET LeROUX

CHICAGO-Legislation that

would make structured settle-

ments mandatory for malpractice
and other liability lawsuits, fa-
vored by some attorneys but op-
posed by insurers, will be debated
here next month.

The National Conference of
Commissioners on Uniform State

Laws drafted a proposal that
would require juries to assess not
only the size of monetary awards,
but also the period over which the
money be paid.

The insurance industry objects
to the provision being mandatory,

citing the problem of funding for
inflation,

Also opposing the law are
plaintiffs lawyers, who maintain
that payment over a period oftime

would result in smaller monetary
awards to their clients.

The chairman of the NCCUSL

subcommittee that drafted the bill

will hold a meeting Dec. 7 in Chi-
cago with trial lawyers and insur-
ance indu stry representatives to
try and negotiate an acceptable ap-
proach to structured settlements.

Structured settlements are being

frequently used *roughous the
U.S. as ameans ofs€ttl.ng malprac-
tice and other liability lawsuits be-
fore the cases come to trial (BI,
Aug. 20).

Instead of a lunip sum. the in-
jured person is guaranteed money
over a period of time, similar to
workers compensation fe:tle-

ments. Income is frc m the pur-
chase of an annuity or estaolish-
ment of a trust fund.

NCCUSL studied numerous

state laws that allow judges to di-
rect structured settlem2.nts in mal-

pracbice cases and found many dis-

crepancies, says Phillip Carroll. a
Little Rock, Ark, attorney who
headed a NCCUSL SLE-committee

that drafted a proposal for periodic
payment ofjudgmen:,7

Once approved by NCCUSL, the
model law will be in.roduced to

state lugislators and the group will

lobby for its ·passage.
Similar legislation was intro-

duced in California earlier this year
by the Assn. for California Tort Re-

form, but the proposal was still in
committee when the legislature ad-
journed for the year.

"The bill is still flcating around

Sacramento," says Los Angeles at-
torney James Ludlam. one of the
bill's supporters. -But by the time

the California Tria. Lawyers Assn.
gets through fooling around with
it, it will be uninsurable and we'11
have to lobby to defeat the law.

"The problem is insuring against

inflation," he exp.ained. "The in-
surance industry thinks about that
and its hair stands on end."

Mr. Carroll said he doesn't un-

derstand the opposition to the pro-
posed legislation. "There's some-
tHing for everybody in this law.
We're not changing the damage
law; we're requiring juries to do

their duty."
"I would think the plaintiffs bar

would like this isolation of ele-

ments offuture damages," Mr. Car-
roll said.

Current law states that monetary
awards, based on the life expec-
tancyofthe injured person, bepaid

ClaimFacts™

ClaimFactsTM is an advanced on-line health claims administration sys-
tem for use by employers and other organizations with
self-funded or underwritten plans.

provides total automation for the processing of all types
of health benefits plans; including basic and Major
Medical, dental, vision, prescription drugs, and dis-
ability. The system has the capability for on-line inquiry,
eligibility verification, adjudication, coordination of
benefits. and letter generation.

Claim Facts™ can be installed at your office for use by your staff using
your hardware or ours, or can be administered from our
offices. It is available on a service, lease or purchase
basis.

ClaimFactsTM joins IMPLEFACTS, the deferred recordkeeping spe-
cialists, as a member of the Thomas National Group.

out even if that person dies in'me-
diately after the settlement.

The law proposed by NCCUSL
would terminate payments upon
the death of the injured person, ex-
cept for future lost wages paid to
dependents.

"Damages should be paid for in-
juries suffered," Mr. Carroll said.
"If the person dies the jplan isn't
being suffered anymore the.
money shouldn't continue to be
paid.

"That's what is. being done in
workers compensation cases," he
added, "and no one is objecting to
that system."

Another feature of the NCCUSL

proposal is a built-in inflation fae-
tor, basing future payments on the
discount rate for 52-week U.S.

Treasury bills.

"This is a pretty accurate assess-
ment of inflation," the Little Rock
attorney said.

Insuring for inflation is some-
thing the insurance industry is un-
willing to do, says Fred Beck, gen-
eral counsel for The Alliance o f

American Insurers. "With inflation

so unpredictable, insurance com-
panies would rather know they

have to pay a certain amount right
now," he said.

There's also the fear that liability
cases could be reopened in the fu-
ture if it were felt that because of

inflation the injured person wasn't
getting enough money, he said.

"Awarding damages related to

the increasing cost of living rate is
beyond the control of who is pay-
ing," Mr. Beck said. "We have trou-
ble with the whole concept." •

Man sues

for death

benefits
COALPORT, Pa.-Alan Mc-

Cusker has picked up a sexual

equality battle, a battle his wife
fought until she was killed in a
mine cave-in.

Marilyn McCusker broke tradi-
tion when she landed ajob mining
coal. But now her husband has

been denied survivor's benefits be-

cause he's a man.

Mr. McCusker is up against an
old state law that says widows, rich

or poor, healthy or sick, can collect
survivor benefits. But it denies

benefits to ablebodied men whose

wives die on the job.
Mr. McCusker decided to file suit

when a Pennsylvania Mines Corp.
official told him his son is eligible
for about $130 a week in benefits,
but Mr. McCusker is ineligible be-
cause he is·capable of returning to
his job as a carpenter.

Mrs. McCusker, 35, filed a sex
discrimination suit.against PMC
subsidiary Rushton Mining Co.
and got a miner's job and retroac-
tive benefits in an out-of-court set-

tlement two years ago. Two weeks
ago, she became the nation's first
woman reported killed in an un-
derground mine accident.

"The only thing he'd (Mr. Mc-
Cusker) be entitled to is a $1,500
burial fee," said Connie Mills, a le-
gal assistant in the state workers
compensation office.

, "When Marilyn sued, it was with
the understanding that it was for
full benefits," Mr. McCusker said.

"That's what this whole thing was
about."

He could get unexpected help.
Proposed amendments would sub-

stitute "surviving spouse" for
"widow" in the present laws, said
an aide to the state senate labor and

industry committee chaired by
| Herbert Arlene (D-Philadelphia). •
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POLICE LIKE OUR
TRADEMARK DEPOT,

ITS UNIQUE.
BROAD MUI[T][0 PER][L COVERAGE IN ONE PACKAGE POLICY®

Franklin MeMahon saw our depot nestled
in one of our marshmallow Wausau winters.

4

No matter how manyways you see it, there's
only one Employers Insurance
of Wausau depot. It's been
our symbol for a quarter of a
century now. Just as unique
is our new Trademark Policy.
It's a multi-peril package
that can provide virtually
every business coverage...
property, liability, crime, boiler
and machinery...in one
comprehensive policy.

Win Jones depicted our depot in a muted,
nearly surrealistic, gothic atmosphere.
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, 1 '-rhe Trademark
1 Policy makes it

2461 easy to tailor
, 04 protection to fit

specific needs, and
avoid coverage gaps

4 ' 1 f and overlaps. It
1,11 covers both real and
,,4.4 personal property on

, an "all-risk" basis.

It covers personal
4 property both on and

Luet -c off premises, and can
p / be extended to

i include property
while in transit. It

covers policyholder's interest
in - and legal liability for -
personal property of others
in policyholder's care.

The Trademark Pelicy
permits policyholde*«to choose
their own **15]aeriods,
to help colatrdl )IN)*W.

Gil Reid, who loves railroading, elected to
illustrate our depot at work.

It can be customized with a

wide range of deductibles. It is
a quick, convenient method
of writing intra and
interstate accounts.

Everett McNear created the original
Wausau depot trademark illustration,

now recognized worldwide.

147' Fi

WAUSAU

Robert Johansen chose to capture the
charm of our depot in one
architectural detail.

 he Trademark Policy isavailable in most states.

For a summary of key points
and special features, write
Paul Enos, VP-Commercial
Property, Employers Insurance
of Wausau, Wausau WI 54401.

Check out our"Trademark"

®

Employers Insurance of Wausau
Wausau Insurance Companies, Wausau, Wisconsin
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Illinois regulators
investigate broker
for siphoned funds

By LEN STRAZEWSKI

CHICAGO-An insurance bro-
ker with offices in Illinois and

Georgia may have bilked Ameri-
can Home Insurance Co. of up to
$750,000 in premiums under a pro-
gram for gasoline service stations.

An Illinois insurance depart-
ment audit released this week cited

Richard Kinst of Kinst Insurance
Inc. here for holding back pre-
miums owed to several underwrit-

ers of homeowners insurance in-

cluding Underwriters Insurance

WHA \T... REALLY.-

 A  IS RISK
/ MANAGEMENT?

HOW CAN A NISK
I 1 MANAGE ME NT

-ii - / SAVE
ME MONEY?

VJ
WHO 1 A¥ JCAN HELP 1j E GET

Lit L, 1 STARTE D?

WHAT DOES T COST
TO BEGIN?

If your broker or agent has not answered these questions for you, or has said your
business is too small to profit from Risk Management procedures, why not ask us?
Our answers may show you there are less expensive ways to manage your risks than by
purchasing conventional insurance.
We're members of an international ARMI (Assurex Risk Management Institute), owned
and directed by independent regional insurance brokers located in more than 40 states
and 16 foreign countries.
From cash flow plans to self-insurance to captive formation and management, our
services are designed specifically for companies paying as little as $100,000 in annual
premiums. Yet these same sophisticated techniques, as managed by your Assurex
International broker, will serve the needs of even the largest company.
If business insurance premiums have you on the defensive, call in the ARMI today. We've
answered some of the most frequently asked questions about Risk Management, like
those above, in a brief, informative pamphlet. For your copy just write to us. There's no
obligation, of course.

A Assurex
'/L-I INTERNATIONAL CORPORATION

6500 BUSCH BOULEVARD
COLUMBUS, OHIO 43229
614-888-4869

Co., a branch of the Warner Insur-
ance Group in Chicago.

The report does mention the
commercial insurance premiums
collected in Illinois, but the depart-
ment is waiting for complaints
from American Home, which is try-
ing to recover the missing pre-
miums, say sources.

American Home would not con-

firm estimates of premiums owed
them by the Kinst firm. But insurer
and brokerage sources, including
former Kinst employes, indicate
the Kinst agency may have held
back as much as $500,000 in pre-
miums paid for the American
Home program and received an ad-
ditional $250,000 for policies never
delivered or reported to American
Home.

The Kinst agencies have been re-
ported to be floundering finan-
cially for more than a year, trig-
gered by the purchase of a nearly
bankrupt Atlanta agency, say sour-
ces familiar with the case. Mr.

Kinst allegedly had to pledge ac-
counts receivable as collateral for

loans to pay his debts.

Lacated at his Atlanta office, Mr.

Kinst was in a meeting "with a
groupofpeoplewhomightbuythe
business," said an employe, and
did not talk to Business Insurance.

Mr. Kinst's lawyers, however,
told BI the broker denied any
wrongdoing with Underwriters
Agency Inc. and is countersuing
the insurer, charging the firm and a

former Kinst employe, Edwin P.
Johnson, now with the Cermak In-
surance Agency in Berwyn, Ill.,
conspired to steal his book of busi-
ness.

Mr. Kinst's countercharges also
say Underwriters stole his account
records for its policyholders as
well as others and sold his business

to Mr. Johnson at exceedingly
cheap rates, even after he offered
partial payment for his debts.

Mr. Kinst's lawyers denied

knowing about any debts to Ameri-
can Home Insurance Co. or an in-

surance program for gasoline ser-
vice stations, though they ac-
knowledged Mr. Kinst's agency
did sell that kind of coverage.

Though the Illinois insurance de-

partment has not yet asked for res-
titution or revoked Mr. Kinst's bro-

kerage license, the action is ex-
pected after Mr. Kinst responds to
the department report.

''He's a very polished salesman
and can tell a good story," said a
former employe, "and I under-
stand he is a man of means so he

may be able to make restitution for
what he owes."

In addition to the commercial

premiums, Mr. Kinst allegedly
owes more than $100,000 to Under-
writers and additional funds to

other personal lines insurers cov-
ering more than 1,700 policy-
holders in Illinois.

Though the Georgia agency is re-
portedly still in poor financial con-
dition, the Georgia insurance de-
partment reports it does not have

complaints on file and is not now
investigating the office. •

Marine course

Fundamentals of ocean marine in-
surance is offered as a home study
course by The College of Insur-
ance. Tuition is $150, with $15 for
the textbook. Registration infor-
mation may be obtained from the
Tutorial Program in Insurance,
The College of Insurance, 123 Wil-
liam St., New York, N.Y. 10038.
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Consider our uncommon financial strength. And much more

Flexibility, innovation and judgment; insights resulting from long
experience in meeting the challenges of the future.

Each plan for growth reflects a search for larger opportunities.

At North American Reinsurance our sixty years of risk analysis can

assist you in meeting the larger dimensions of new programs.

Key considerations when you assess the bfoader opportunities.

When opportunity knocks

NOETH AMEIZICAN

-I

J

NORTH AMERICAN REINSURANCE CORPORATION 245 PARK AVENUE NEW YORK, NEW YORK 10017 TELEPHONE: (212) 949-6000

BRANCHES: ATLANTA BOSTON CHICAGO DALLAS DENVER HOUSTON LOS ANGELES NEW YORK PHILADELPHIA SAN FRANCISCO SEATTLE

WORLDWIDE FACIUTIES THROUGH SWISS REINSURANCE COMPANY, ZURICH.



f

3-7% 'E -1=IM--iy :

Wy.

.

a
%

4 ·E 
*=r· -

.

/
%

4

.
.1

h

4-1'r
4

'...

-

- J:-'
. I I.

Ak %* 4.3/

111:E E , :
Jt

4 - 5
r

" I .2 -
I*

f

.rliti. 4- - ..

-14;ieri.
'I':t-. 5

.

.

4 *1
..::1

I .
I

Ge·
11:· .

.,
.. „} b * 4.4 1

, 4 ': '.'.... 3
1 '. 1 :d!{t

r tp,

'-5 t']E 'j '4

a
.

fl I1 11 VE:Zi"

f f *.ird '1/ /
H. I-17: ir  ...' .If1 #em:r; Am.

·FFS

ii!®1.2 , 4 #- "/1/I ,

f : )Ed.E
E

t I

1 4 RE#
1.:cois.Ot* .:.ili:d,i-Pii. /: ': . '''lili

'15§3?SE!0 - 81 :f}]i }:EF.·:11! :r·'
4*-4*-I,ettll

M f.tis:HM: 5WESTH 27: · 4

St¢:'2 1':i'-5143!:i„ Z..66¥4, .t
55356:1:f.:TUit:f:21:i: fiSK:: ·' ··'·· f.:EP-:Psf;(BES :. 45·,5 .I,;iE?'17·] :i :i , I

.. „...i..:t:jAn,'sn
 .::!8%11*Sili}£41·.3 21•,<,*4,}a:i]E·{ *Al : +lp,r  1

..'..

-m::1"" .Plf "

"2/88?dit:.··· ...:lii  : t.:. "

.·

4.- -1 .

„1.5.
-. "

"' '*114:3:i.-
r-,il"5 i ·

..

9-.5--efils:f.k.·E·.. -·
:»let'B" 4,%. ...

/ It

2
"

-

4/

S=
5..1

i , r.
r

. f
+ i4,4

4 4 -

3/ e:

t

L#XEMUdd/&47. fi....
/*#b. rs'tz.in . 2.Mfr:3.V,-0¥;4

-Dltu :lf.4,35 ,. ·-51* h/ES':E i T ZES:/ b
# - 1--i

-*... Si:.1331:ST ·.
=/

'.

-

. ./l

"
p*

-

---- *«;14 .f •"13$1*:5 . *$5457
--

:# a

-ff

LL

.*

,

*.

-94:5.

NSIbl
t

t l.

"

r

4

-

-

f
F

---------- --
- -+X:"fmi#:15-f.:. 3.-t

/
=

'4

--
I .t

-- .

-,r.zy·trs:.:r{1... -- 4,

.. -7
-.
-1 - r ..

tf -'
- - 4*.0-*--'-I

Et=df +

- --
" ..

#./*.....P..

.r':= a.·:ssr*E--- -:+- * 33: . ..

A:... t*

.

1- I. .*Y
. 99 3/

h

"

....
$

,/

.. :Il#*•*.* '.-.
h

k

I .
.-

1r
.

411*111.4,/ lili...-*Ill . -
1''

-- .-
' 1 .-

44*4$-4» I - . , + .*-- 41'11. .

I k - I -
f --

1 A ff.1 f I . -- .. *. #I . . I
1 el

.-
- - -

- .-

. '1 ..

Lug/LA - & 1
4

11, , 1

1 l·



ATRUESTORYOF
HOWA MULTINATIONAL

CORPORATION
DISCOVER TH olit

MILLION DOLLAR
LICY WAS '

WORTH A DIME.
It happened to a multinational

American corporation (who prefers to
remain nameless)

And unfortunately, their story isn't
that uncommon.

They had a million dollar Boiler and
Machinery Poticy with the same coverage
in 30 different countries. At least that's

what they thought they had.
But when they suffered a loss in one

of the countries, they found out they
weren't covered for it.

And, they couldrit coect a dime on it.
Now, you may ask, how could this

have happened?
Well, what they didn't reatize is that

their policy was with an American insur-
ance company who worked with inde-
pendent overseas affiliates. Which means
they were covered by a different insur-
ance company in every country

And of course, every company has
a different way of writing a policy, and
every country has different rules and
regulations. So the way a policy reads in
one country may not be the same in
another country.

And that's why their story had an

unhappy ending. country, there's never anything foreign
It's also why they came to American about it.

International Underwriters, a member Our"No Foreign Intrigue" Policy is
of AIG just one of more than 300 policies AIG

AIU gave them what we call our offers through our more than 160 mem-
"No Foreign Intrigue" Policy a master ber companies.
policy that allows for variations in indivi- For more information on AIU, send
dual countries and is designed to fill in in the coupon below.
gaps in coverage. (In their case, it was a With us, youll always know exactly
Boiler and Machinery Policy with cover- what you're getting.
age in 30 different countries.) No surprises. No international

AIU is the largest writer of all kinds intrigue. No million dollar mistakes.
of insurance for U.S. businesses
abroad. We have a network of our Ale'S"NO FOREIGN INTRIGUE" POLICY
own offices in over 130 coun-

tries providing underwriting, f - -PlMmzndmemominformadononA'U- - 7
c}aims and engineering serv- American International Group
ices. So we can solve any Dept. A, 70 Pine Street, New York, N.Y. 10005

insurance problem you may
Name

have internationally.

It's also our policy to have Firm every A]U office run by our Addregs TRI

own local people who know
their country's language, cus-
toms, laws and government  WE OFFER MORE KINDS OFINSURANCEregulations. THAN ANYONE IN THE BUSINESS.

So when you do busi-
ness with us in a foreign L We welcome inquiries from any licensed agent or broken You don't |have to be a regular producer to place business with an AIG company a 
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DES MOINES and DALLAS
are first lines of defense against spiraling insurance costs. To call in the
ARMI Assurex Risk Management Institute . in these. areas·(or

elsewhere in more than 40 states and 16 foreigncountries) call your
Assurex International broker.

LaMAIR-MULOCK-CONDON CO: ROACH-HOWARD-SMITH

907 Walnut Street & HUNTER, INC.

Suite 300 1661 Northwest Highway
Des Moines. Iowa 50309

®
Garland. Texas 75041

515-244-0166 214-840-1300

See our ad on page 6

®,vai iova
Rx DRUG PLAN

351 0001 564 58 5628 000
J Q PUBLIC PCS

0.00

Number one administrator for
prescription drug claims.

Hundreds of the World's largest
organizations, public and private,
provide the PCS Card for 3.5 million
covered individuals. Why? Because
PCS has developed an outstanding
system for administering prescrip-
tion drug plans... including the
people, the computer system, and
the: total resources to make it work.

Today, as a Foremost-McKesson

company, you'll find PCS every-
where... administering plans for

major insurance companies, Health
& Welfare Funds, and employers of
all kinds and sizes.

PCS is the number one adminis-

trator of prescription drug benefit
programs; and, has been for more
than a.decade. There are several

reasons. One is the growing net-
work of 35,000+ member pharma-
cies in the U.S., Canada, Puerto

Rico and the Virgin Islands. And, in
spite of the literally millions of claims

The Number One Centralized Administrator

for Prescription Drug Claims Everywhere

PHARMACEUTICAL CARD SYSTEM, INC.
a Foremost-Mc Kesson Company

Mail to:

Robert W Field. CLU

Vice President. Sales and Marketing
Pharmaceutical Card System. Inc.

2005 North Central Avenue·

Phoenix. AZ 85004

/

James cuts London,
taps U.S. insurers
for oil drilling risk

CHICAGO--Cutting Lloyd's out
o fa risk traditionally dominated by
the London market, Fred S. James
& Co. has united six U.S. insurers
to underwrite an oil field risk in the
Arabian Gulf.

The move to tap domestic mar-
kets for this kind of risk-two oil

rig structures designed to collect
and process naturalgas released in
oil drilling-is particularly unusual
because it presupposes a level of
oil and gas expertise not usually
granted to U.S. insurers.

Fred S. James has also reversed

its usual procedure with this plan.

constantly flowing from these phar-
macies, PCS has never missed a

payment to its member pharmacies.
The Bottom Line is simply this:

PCS is accurate, fiscally sound, effi-
cient and reliable. The PCS. Plan

offers simplicity of use, convenience
and sophisticated cost controls.
And, it's all designed to make your
benefit plans more effective!

To get the complete PCS Story,
please return the coupon. Or, call
Bob Field.at (602) 257-1500 today.

[3 I'd like to get the complete PCS Story 81-3 A 

[-1 Please have a PCS Representative call me for an appointment· 

Area Code ( )

Name

Title

Company

Address.

City 1
State Zip 
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Ofthe large U.S. brokerage houses,
James is said to have the largest

billings with Lloyd's.
"London brokers have always

gone around the world to bring
business to London, and this busi-

ness in particular," explained J.
Kevin Lally, James vp for marine
business.

"As a consequence, perhaps the
American market did not develop
the expertise or the capacity to
work these risks. London has had

what amounted to a monopoly to
handle this business for many
years," he said.

U.S. insurers andbrokers, how-
ever, have now developed the ex-
pertiseto compete withLondon on
oil and gas risks, he said.

A James spokeswoman declined to
reveal the U.S. insurers who will

share the primary layers of cover-
age, but explained that a list o f in-
surers in another publication was

incorrect. Lloyd's, in addition to
Continental and Eastern insurers,
will share the excess insurance of

$100 million.

The cost of insuring the struc-
tures, which are called "10-legged
jackets," was also not revealed, but
the cost o f construction is ex-

pected to reach $150 million.

The oil field project is expected
to provide U.S. brokers and Fred S.
James in particular with an en-
trance to the rich Arab and Mexi-

can oil markets, business that the
Lloyd's reputation for oil and gas
expertise has prevented from
crossing American desks.

"We are not trying to displace the
London market," Mr. Lally ex-

plained. "We want our fair share. I f
the American market is going to
expand, we have to get involved in
Arab and Mexican oil."

James is also reportedly compet-
ing against Lloyd's brokers by try-
ing to consolidate all the marine
liabilities of the Abu Dhabi Oil Co.

into one program-a $300 million
accident policy-and attract oil rig
risks away from London as the
structures come up for renewal.

The U.S. brokerage has found an
ally in Alexander Howden Group
in London, which has experienee
in handling Arab business and is
interested in the ·class of business

sought by James.
"We got the opportunity to quote

the business against the London
market; put in a proposal with
Alexander Howden and the Ameri-
can underwriters and took the

business," Mr. Lally said.
U.S. underwriters are expected

to continue to try to expand their
sphere of business, said a James
spokeswoman, and more programs
of this kind are in the planning
stages. But the road to Arab busi-
ness may be paved with rocks.

James executives have been re-

ported.as being displeased withthe
Lloyd's dominance of this class of
business and have  complained
aboutthe difficulty ofgetting accu-
rate information about the risks.

"We are at a disadvantage be-
cause London controls these poli-
cies so London brokers know what

is being written," explained senior
vp Charles R. Robbins.

"The American market has diffi-

culty getting all the information
about the risk because the market

is disparate and dispersed, unlike
Lloydes.

"Lloyd's underwriters are used
to getting seant information and
writing a risk quickly. Here it takes
more time and. analysis to get
things done," he said. •



You could win $15,000 by helping
us make America a safer place to work.

Announcing The Hartford
Loss Prevention Awards Competition.

The Hartford believes the best protection is prevention.
To demonstrate that commitment, we' re awarding $75,000
in prizes for the best new and original ideas in the area of
loss prevention and safety for American business and
industry. There are 77 prizes in all, including a Grand Prize of
$15,000. The Competition will be administered by the
National Safety Council. Its Judging Committee will bechaired by the Honorable
Abe Ribicoff, U. S. Senator
from Connecticut.

You can help
\=ab/The Hartford and
its independent agents help
working people everywhere.
Send in the coupon below.
The best protection is prevention. r,

, e National Safety Counc# 
1 444 North Michigan Avenue
 Chicago, IL 60611 1i Please send me full details and an officialI entry blank for The Hartford Loss 
1 Prevention Awards Competition. I want to I help make America a safer place to work.

I
TITLE

COMPANY 

STREET 

, CITY STATE ZIP 
81|

THE HARTFORD...
Open to all residents of the 50 United States & District ot Columbia; except employees, directors, insurance agents and advertising agencies of The Hartford Insurarice Group,or of the National Safety Council, orof ITT and its subsidiaries. Void where prohib>tec: hy law. The Hartford Insurance Group, Hartford, Connecticut 06115.
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Pa. arbitration officials want panel reform
By MARY ELLEN McKEE

HARRISBURG, Pa.-The most
used arbitration system in the
country for settling medical mal-
practice claims could be shut down
by an overload of back work if state
legislators don't revamp the sys-
tem, say arbitration officials here.

Blaming the backlog of cases on
the cumbersome size of arbitration

panels, the administrators of the
arbitration system are asking the
state legislature to reduce the
panel size to three from seven.
They also want a new method for
selecting panel members.

Meanwhile, the state supreme
court has agreed to reconsider
whether the Health Services Mal-

practice Act of 1975 creating the
mandatory arbitration process for
medical malpractice claims is con-
stitutional. The court upheld the
constitutionality of the act last
year, noting there hadn't been suf-
ficient time to determine whether

the law had worked to speed claim
settlements.

"Compulsory arbitration of
medical malpractice claims was
signed into law to speed up the set-
tlement of medical malpractice
claims, not slow it down," argued
attorney Stephen M. Feldman, who
has filed legal challenges with the
eastern district of the supreme
court of Pennsylvania. "Some of
the cases that were filed in 1976

when the bill was first enacted are

still unresolved. In my mind, that
proves the failure of the system,"
he said.

Attorneys, physicians and pro-
fessional arbitrators outside Penn-

sylvania are watching the develop-
ments and problems with arbitra-
tion very closely. Despite the prob-
lems with the organization o f arbi-
tration in Pennsylvania, it has been
the most utilized of all arbitration

systems in the nation (BI, Sept. 3),
The fate of the amendment to the

Health Services Act and the even-

tual reshaping o f the process in the
amendment"is going to affect how
arbitration is used in other states

and in other areas, such as product
liability," said Peter Ericson, dep-

uty administrator of the Office of
Arbitration Panels for Health Care.

Even the Philadelphia County
Medical Society and the Philadel-
phia Bar Assn. are joining forces to
ensure that modifications are made

to the present system rather than
returning to a jury trial system. In
an all night meeting recently, the
groups drafted a resolution outlin-
ing the changes they believed vital
to make the arbitration system
thrive.

In addition to endorsing the
amendment before the state senate

to cut the panel size, the resolution
recommends: eliminating confor-
mity to the rules of evidence; ap-
pointing a new arbitration panel
for each action, barring permanent
professionals from serving on
these panels, and allowing each ar-
bitration panel to determine
whether a claim or the defense of

the claim is arbitrary, capricious,
frivolous or brought or de fended in
bad faith.

Following the appointment of an
arbitration panel and before the
date of a hearing, trial memoranda,
medical records, experts' reports
and opinions with other docu-
ments counsel believes relate to
the issues should be submitted to

each panel member, the resolution
states. The resolution also advises

that if nine months elapse after a
certificate of readiness is signed by
all parties in a medical malpractice
suit, the case should be immedi-

ately and automatically transferred
to a court of appropriate jurisdic-
tion.

"It's one of the first times both

groups have teamed up on the

same side," said a spokesman for
the Philadelphia Bar Assn. The ef-
forts of two of the most influential

and powerful groups in the state
should ensure the acceptance of
the amendments to the malprac-
tice act by the Senate and eventu-

ally the governor, the spokesman
said.

The cooperation of one of the
state's bar associations and medi-
cal societies reflects the impor-
tance of preserving the arbitration

system in Pennsylvania, empha-
sized Mr. Ericson of the Office of

Arbitration Panels for Health Care.

The amendment awaiting the ap-
proval ofthe general assembly tar-
gets two problem areas ofthe arbi-
tration process: the size of the
panels and the way they are selec-
ted.

"We realize that sh€re are more

than two weak point. in the sys-
tem, but we think they are the ma-
jor causes of the backog ofcases.
We're trying to take cne step at a
time and take steps prudently,"
said Mr. Ericson. "It's silly to think
you can revamp a system in one
sweep."

Under the amendment, panels
would be selected by the adminis-
trator of the Office of Arbitration
Panels. Each side will then be

given an opportunity :o challenge
one person on the list drawn up by
the administrator.

Currently a list of five attorneys,
health care providers and lay peo-
ple are presented to each side in the
malpractice case. Eac , side is al-
lowed to strike two people from
each category and must return its
lists to the adminis-rator. If a

t(
1 4'
U)

y

seven-member panel cannot be
chosenafterthe initialweeding out
process, d ifferent lists are circula-
ted two more times. If a panel can-
not be selected after-three tries, the
arbitrator must make :he final de-

cision or_ the panel.

But Mr. Feldman. the attorney
challenging the const:tutionality of
thelaw ceatingthe arkitra:ion sys-
tem, considers efforts to revam p
the law a waste of time. Plaintiffs'

attorneys will continue to chal-

lenge the constitutionality of the
act no maler how many amend-
ments are tacked onto the bill, he
said.

Mr. Feldman, reD:resenting a
Northampton County widow who
was suing a doctor for malpractice
in the death of her husband, set in
motion thernest recentappeal rai:-
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ing the issue of constitutionality of
the malpractice act.

In this petition to the eastern dis-
trict of the supreme court, Mr.
Feldman noted that only four of
2,127 malpractice claims filed be-
tween Jan. 14, 1976, when the act
took effect, and May 23, 1979, had
been disposed of through arbitra-
tion. At that rate, claims being filed
at the average rate of five a day will
remain unresolved for years, Mr.

Fieldman charged.
If Joan Mattos, Mr. Feldman's

client, had been allowed under the

law to file her malpractice claims in
common pleas court as she would
have been able to before the enact-

ment of the malpractice act, the
case would already have been re-
solved, he argued.

"The figures the attorney used in

this case are very deceptive," coun-

ff



tered Mr. Ericson of the arbitration
office. He admits that 2,566 claims
have been filed with his office,
2,000 of which have crossed his
desk in the past 18 months. "What
Mr. Feldman and other attorneys
don't mention when attacking this
system is that 551 of those claims
have either been settled or discon-
tinued before going to an arbitra-
tion panel and 70 cases are in the
final stages of preparing for an ar-
bitration hearing.

"Naturally, it makes the system
look inadequate and ridiculous
when people say that of the 2,566
cases that have been filed with us
only 10 cases have gone through
the entire arbitration," Mr. Ericson
admitted. But when the cases that
have been settled or those that are

ready for a hearing date to be set
are considered, the situation ad-
mittedly appears disconcerting,
but not impossible, he added.

Mr. Feldman finds Mr. Ericson's
figures equally misleading. "If the

public were to really examine the
nature of the 10 cases that have ac-

tually been tried, the inadequacy of
the arbitration system would be
obvious," he said.

Of the 10 cases that have gone
through the arbitration process,
one is a suit filed against a dentist,
which is not supposed to be
handled by the arbitration panel
but transferred immediately to a
common pleas court. "Theoreti-
cally, this case should not be in-
cluded in the statistics being circu-
lated by the Office of Arbitration
Panels for Health Care. It's loaded

dice," Mr. Feldman complained.
Another of the 10 cases listed by

the Office of Health Services to

have completed the arbitration
process is also suspect, Mr. Feld-
man said. The case involved a resi-

dent of a hospital who lost control
of a circular saw when he was re-

moving a hip-to-ankle cast from a
young athlete. The athlete lost the
use of his leg.

Mr. Feldman charged that all of

the 10 cases that have completed
the arbitration process are not the
typical medical malpractice cases.
All were deliberated and a final de-

cision issued in one day, Mr. Feld-'
man said.

Mr. Ericson and the other 28 em-

ployes of the Office of Arbitration
Panels for Health Care are turning
a deaf ear to the charges being
made by Mr. Feldman and some of
his colleagues. "No matter what
statistics are used, the real issue
here is the backlog of cases. And

we are attacking that problem with
the amendment before the Penn-

sylvania senate," Mr. Ericson said.
"The real question in the case is

not how many panelists should
serve on an arbitration panel but
whether arbitration itself is consti-

tutional," Mr. Feldman remarked.

"The legal and medical communi-
ties have to analyze the medical
malpractice problem and decide
how and if the arbitration system
does anything that the jury trial
does not do." •

Why should a risk manager
consider the Bellefonte Companies?

Bill Kucera, Engineer-
ing Supervisor,
answers:

Because he'll find a

group of people intent
on developing a posi-
tive long term relation-
ship with him and his
agent or broker. He'll
work with a corporate
risk department that
will provide a market
not only this year, but
next year, too. . and
the year after. And he'll
get sensitive, sensible
handling of primary
insurance programs
involving Worker's
Comp, General and
Automotive Liability

The corporate risk
group is located in
Dallas, home office for
Bellefonte's insurance
activities.

We'd like to tell you
more about us: and
we'd like to know more

about you. Write tc me
for more information

Bellefonte Insurance

Company, Twelfth
Floor. Texas American
Bank Building. RO.
Box 45568, Dallas,
Texas 75245.

214/358-3171

Subsidiary of Armco.

ARMCO

V

The Bellefonte Companies

Doctors to appeal ruling
against arbitration unit

MIAMI-The Florida Medical
Assn. will appeal a Dade County
court ruling that the state's four-
year-old statute establishing arbi-
tration boards to hear medical mal-
practice cases is unconstitutional.

The ruling, handed down late
last month by circuit court Judge
Arden M. Siegendorf, would end
the requirement that patients go
before a mediation panel before
taking their malpractice case to
court.

"We feel the judge has ruled in a
situation that is outside his juris-
diction," said Sam Flowers, direc-
tor of communications for FMA.
"This is a legislative matter."

But Florida trial lawyers cheered
Judge Siegendorfs ruling for
eliminating the "enormous obsta-

cles that blocked the rights of in-
jured patients to file claims," said
Miami attorney Larry Stewart.

"It is a great day for the public,"
added J.B. Spence, chairman of
the Florida Academy of Trial Law-
yers malpractice committee.

In his decision, Judge Siegen-
dorf said the mediation process
was unfair to injured patients who
sue their doctors because:

• The system bars claimants
from questioning the panel's rul-
ing, which in 80% of cases has gone
against the plaintiff once the case
goes to trial.

• Lawyers are discouraged from
accepting medical malpractice
cases because of the time and ex-

pense of going through two legal
procedures.

• Claimants are required to pay
panel members' expenses. Those
expenses can run as high as $100 a
day.

Trial attorney Mr. Spence said
the three-man panels, made up of
an attorney, a judge and a physi-
cim, often are inept and incompe-
tent.

"The claim often was decided in

a kangaroo court, but their find-
ings could not be cross examined"
when the ruling was appealed in
court, he said.

But the medical association's Mr.

Flowers said the malpractice
boards are working extremely
well, resulting in 92% of malprac-
tice claims being closed·without a
trial.-

Judge Siegendorfs decision in-
volved the October 1975 treatment

of Jack K. Kelley of Charleston,
W.Va., for a back problem by Mi-
ami physician Dr. Bradley Reuben.

Mr. Kelley charged that Dr.
Reuben's treatment caused a spi-
nal disc to rupture. Mr. Kelley later
filed suit in Dade County circuit
court.

But before the case went to trial,
it went before the mediation panel,
which ruled 2-1 against Mr. Kelley.
He then filed a motion in circuit

court asking that the finding ofthe

mediation panel be excluded from
the civil trial, contending the panel
was unconstitutional.

In his ruling, Judge Siegendorf
noted the 1975 law creatingthe me-
diation panels was passed in what
was termed a medical malpractice
crisis, but "to the extent it ever ex-
isted (the crisis) has certainly
passed," with companies writing

medical insurance now recording
"almost exorbitant" profits. •

Our
policvholders
saved over
$55.8 million
in 1978.

Place the Texas portion of your
workers' compensation
coverage with Texas Employers'
and you may participate in those
savings. We write coverage at
cost, so what we don't pay out in
losses, operational expenses
and taxes, we pay back to our
policyholders.
Your share of more than $55.8
million makes a good reason for
calling our National Accounts
Division at

214/653-8100

Texas ErnpooveRs,
mumance
ASSOciaTIon

P. 0. Box 2759

Dallas, Texas 75221

Employers Insurance of Texas:
Texas Employers' Insurance Assn.
Employers National Insurance Co.
Employers Casualty Co.
Employers National Life Insurance Co.
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editorial opinions

Health care economy
C ONTAINMENT of health care costs HMOs and impose ceilings on employer k , 'b :471 j 95J -(Smammi,1 '# 1

can only be accomplished by (a) the contributions for worker health insurance
voluntary efforts of hospitals and em- benefits.
ployer efforts stressing preventive medi- • It's wrong to rely on more regulation
cme, or (b) state regulationofhospitalrates of health care providers to cure the ills of ./L/j#SM-R 1* U o
and expenses, depending on whether the the system.

, /3 \ Sh Ely -/ )
M6R.

speaker is pro-hospital or a self- Lou Orsini's outlook for the bills em- Ul,/11 - i *:m 1 ,)'cl-'1
proclaimed consumer advocate. ployers pay is pessimistic, to say the least. lili &'"'46*5:,-", 2*

J. Alex McMahon, president of the Next year, he predicts, employerswill "see r

American Hospital Assn., faced off against a steepening of hospital cost increases m
Louis A Orsini, vp and director of con- the voluntary sector," in part because the (,h,i \HIZ k>« ED= Hall.Ir,
sumer relations with the Health Insurance federal government has decided it Won't '

Assn of America at the 33rd fall confer- reimburse hospitals under Medicare for
ence of the Council on Employe Benefits certain costs they incur, which will force  1WINS *

last month, each pleading respectively for hospitals to shift those costs to patients
-«=Lzr

less regulation and more regulation of whose bills are paid by private employers, Ti

health care providers. covered by private insurance.
It was an old confrontation with a new The need is for a system o f uniform hos-

fY V.I)»r-'--4...
:1<9

twist. Mr. Orsini proselytized in the name pital accounting and pricing, says Mr. Or- j«
of big business (those employers who pay sini, who wants federal legislation re-
the health benefit bills oftheir workers) for quiring hospitals to disclose prices and  *t !/11 1,11111 Il

S

more government regulation of a specific costs for specific treatments and services, 4 1,-1 /7, 1, 1 1 1$1111* It{EllRN# \3

sector of business (both big and small)- so consumers can do some better "com-
the hospitals. It was an irony difficult to parison shopping" for health care
miss and even more difficult to explain Taking the best of both men's sugges-

letters
logically. He is, to say the least, an outspo- tions, we believe insurers and employers Business Insurance welcomes letters from :ts readers Please keep your
ken and articulate advocate of hospital should use their purchasing influence to comments as bnefas possible and we reserve the nght to edit or shorten
rate regulation to hold down health care obtain price and cost breakdowns on spe- letters for clarity or space Please send vour comments to Letters to the
costs. cific services from hospitals, facilitating Editor, Business Insurance, 740 N Rush St, Chicago, Ill 60611

Perhaps we can simply explain this par- the use of reimbursement schedules be- Offensive article Attot ney, Portola Valley, Calif

adox by saying it depends upon whose ox yond those now used only for room
is being gored whether business favors or charges. Patients and employers should To the editor Regarding the arti- Editor's note It ts unfortunatede"Thou shalt not forget these" in there should be any m:sinterpreta-
opposes government regulation. have access to price breakdowns for hospi- your Oct 1 issue tion of the "10 commandments for

On the other hand, Mr. MeMahon, as gllb tals m each clty, county and state, for pur- The undersigned and indeed a consultants " They were sponta-

a spokesman as ever there were for the poses of price comparisons on a wide great many of the Jewish commu- neouslv prepared as a lightheartednity would be appalled at Mr Jab at fellow consultants in the
health care industry, refuses to acknowl- range of specific services including x-rays, Betterley's disgusting portrayal of same way 10 commandments have
edge that any fault at all for health care diagnostic tests, emergency room servlces, a purported Jew in his wearing a been wntten for almost every OCCU-
inflation lies with the hospitals surgical roorns, anesthesiology, intensive Jewish skull cap and atternpting to pation including teachers, lawyers,

play Moses to a waiting audience of housekeepers and clergv Interes-
He listed more than a half-dozen things care, oxygen, heart monitors, CAT scans, risk management consultants tingly enough, the Moses appella-

business can do about health care mfla- and a host of other frequently used treat- I find it disgusting in this day of tzon and skullcap were given Mr
tion to try and hold down the size of hospi- ment services attempting to iron out difficulties Betterley bv one of the hightv re-

between all races that it is neces- spected members of the Institute of
tal bills Everything he mentioned has Granted, this is only one small step m sary for such conduct to go on I do Rzsk Management Consultants who
merit, but hardly offers solutions. Busi- solving the problem of inflation in the not see why Business Insurance ts Jewish
ness has to recognize, he urged, that: health care system. But it is an important apparently condones this practice

by pt inting such a story without Taking exception
• The health care delivery system has one in introducing an element o f competi- any type of editorial comment

built into it a nurnber o f "strange incen- tion into the system, critical if for no other Youl magazine should use better To the editor I am writing you
tives"forcing demand for services to ever- reason than that more of each hospital's sense when printing such stories concel ning an article in the Oct 1Eithei an editorial comment is issue of Buslness Insurance, based
higher levels, pushing up prices. business these days is coming from pa- called for to disclaim your respon- upon an interview with Alan

• Reliance on health Insurance is part of tients admitted not by family doctors but sibility m lt, or some other appro- Pearce of Foremost-McKesson
the problem who walk into an ambulatory care facility priate comment Fiankly, I must take strong ex-

• Promotion of healthy living habits
I would hope that the financial ception to Alan Pearce's statement

At the same time as we strive for compe- insurance executives and insur- concerning CIRCL, which de-
and preventive medical care would have a tition arnong hospitals, the system badly ance managers who attended this scribes the purpose of the pool be-
salutory effect on use of hospital services. needs two other vital elements' competi- convention in San Diego have bet- coming a "political football " The

ter practical sense than to condone purpose of the CIRCL has never
• Dlscusslons beginning m Washington tion among physicians and other health this type of activity I feel it is an- changed flom the time of its incep-

willhave abearing on therole health insur- care professionals, and enough copayment other example of the patent or la- tion These purposes are to
ance plays in health care inflation, as the of health care bills by private citizens that tent prejudice that exists in the . Provide cost savings to theUnited States toward certain eth- participants
government looks at proposals to require they have a stake m the economic health o f nic groups • Develop a new market

deductibles, insist on participation in the system Peter S. Meyerhoff Continued on page 88
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OLIN na A')\7 \ One call gets results.
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Auto workers agree
TAXI ) \ 1 When you need excess and surplus===5225=g,a S. VE{*1 =UM!&4--. xl / coverages fast, contact the "can do "/>©V people at DVUA One call covers more9 'MT 16kd VI ,STL *r< U WH Zl than 60 markets You're guaranteed to delayed benetlts

the coverage you're le)king for

67--- - --4 -1  without delay or red tape CompetitiveF191/ i l prices, too We're as close as your
telephone In Chrysler contract
Philadelphia (215) 572 3800
Pittsburgh (412) 281-3920

By JOHN MAES two years Ratification is expected
to be announced this week

N J./N.Y. (201) 731 3033 DETROIT-Chrysler Corp., de- The union has already allowed
-_3*-7> - - Ohio (216) 449-0351 Spite its current financial plight, Chryslerto defer some $200 milliow

1%EZZ When others can't DVUA "can do agreed to a tentative three-year in payments to the UAW pension

  'jLfjiijij._ 1¢ contract with the United Auto fund

Ell'Ull Workers that will brir.g pensions Most of the benefit concessions

and benefits mto parity with Ford involved pensions, but ChryslerA 1 /'ll il{FIK r _4 Delaware Valley Underwriting Agency,Inc and General Motors workers by the workers won most of the same im-
g'  '  ,,f PHILA IW,n:01,1 WESTERN PA third contract year provements m group health and

Corporate Headquarters Centre Cit¥ Tower

125 Greinweed Avenue 650 Smithlield Street However, Chrysler UAW mem- major medical msurance that Ford
W¥ncote Pa 19095 Pimburah Pa 15222

12151572 3800 14121 281 3920 bers made some concessions m and GM employes won
various economic areas ofthe pact The pact, covering some 124,000

NEW JERSEY OHIO
6151 Wilson Mills Roadl to bolster Chrysler's cash flow, hourly and salaried workers, calls200 Executive Orive

WWOrance N J 07052 Hinhiand Hts Ohio 44143

lAil 731 3033 12161 4490351 which are expected to save the ail- for pension increases totaling 70%
ing firm $203 million m the next of what Ford-GM workers will re-

ceive the first two years But

"catch-up" increases will provide
1 **t- 4 Chrysler retirees on the 30-and-out

4 system with the same $915
4 monthly benefit as Ford and GM

retirees getby Aug 1,1982, accord-
ing to a UAW report

Despite the eventual parity,
30-and-out payments for a new re-
tiree next January will be only $770
per month, $30 less than a Ford or
GM worker in a comparable situa-

--
: tion

'11' . ///* .Z- In basic retirement benefits,

r. « 4„ %'i -11 Chrylser workers will receive
M .,.4'4¢,29,1.,h;===£ S $14 50 per month per year of ser-

.filla# vice as ofJan 1,1980, alesser bene-
Ir'>* '.1> .,ft#6#I-4741* fit than the $16 Ford and GM will

pay However, the rate in all three
"

pension plans will rise to $18 25

i.:1* . r* l, over the life of the agreements
"

./. P In exchange for pension conces-
'Al 't'.kilifi sions, the UAW won other pension':

. gains "beyond the pattern" settle-
-..

Sj
ment, the union said The company

0 3+: ..

113 "40 ' 4- *4

A pr--1 1-
agreed to invest pension funds in

24 residential mortgages for workers
.

- EJ

- 1«

and other "socially desirable proJ-
ects Chrysler will also restrict in-

I lidt-'Ii_«- -r» - /4, «25372 vestments m firms which " practice

lilli_
racial discrimination while con-

r *f:45 4
ducting business m South Africa "

Chrysler workers won the same
improvements as Ford and GM

.- employes in life insurance, disabil-
ity, sickness and accident pay-4 1 J *
ments, accidental death and dis-
memberment, dependent group

0-1

114'1 life coverage, survivors' incomer.
protection, Medicare premiums,
dental care, vision care and SUB
benefits (BI, Oct 1)5

3*
Chrysler workers did not win the

, E l same stock ownership plan as
/9.- .

T...1 'll' :* Ford-GM employes because the
.

-- firm currently does not have the
money to finance it However,

ChrysleragreedtoformaTRASOP

-f and will set up a stock plan similar
to that given Ford and GM when

.. the company's financial condition

improves

We're Ing all the time.
For salaried workers, life insur-

ance will be increased to at least

$33,000 from the current $25,000
while accidental death and dis-

memberment benefits will Jump to
at least $16,500 over the contract

With risks, big and small, that feel secure Is that the kind of professionalism you're period from a previous $12,500

about the Workers' Compensation and looking for? With our kind of strength there's still Monthly extended disability
payments will rise to at least $945

Hospital Professional Liability coverage they room to grow We can double the business from a previous $725 for a worker

get from Argonaut. we're writing now, with 10 or more years o f service A
worker with 10 or fewer years of

There's safely in our numbers: What makes us so sure? service will get at least $860 m ben-
efits Instead of $660 under the old

Assets of close to $ 1 billion. The same thing that makes our policy- pact

Surplus of $226 million. (Third quarter 1979.) holders sure.
Fischer named vpSecurity in a solid 30 years of specialized Security.

experience; in the expertise of a vital Frank K Fischer Jr has been ap-
pointed regional vp of Montgom-

managementteam. ery & Collins Inc., a unit of INA
Special Risk Facilities Inc. He willIn our problem-solving underwriting, our IUME,
be responsible for establishing an

cost-cutting and loss control, our commitment Argonaut office in Chicago and will super-

to service. Where people take your buminesm merioumly.
vise Montgomery & Collins's
Midwest offices He served as pres-
ident of Allstate's Northbrook Ex-

National Specialists in Workers' Compensation and Hospital Liability cess & Surplus Insurance Co be-
250 Middlefield Rd . Menlo Park. CA 94025 fore retiring recently
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It 9, snowing where it never snows.
It's flooding where it never floods.

Herets how to keep the weather from being bad for business.
It snowed in Palm Springs, California last winter. And These dollars only hint at the real total of damages

in Georgia and the Carolinas. And in the Sahara Desert. In business suffered.

fact, this past .August, it snowed in New Hampshire. A prudent risk management step now is to review your
Heavy rains are becoming just as unpredictable. Flood insurance for "Difference in Conditions" coverage. If you

control engineers who used to think that preparing for a already have it, you may wish to consider raising the limits.
"100-year-record" was caution itself now speak of 200-and Some corporations have increased theirs ienfold.
500-year-records. "D.I.C." extends property protection to an "all risks"

\Aather patterns are changing. And they can change basis, including floods, blizzards, hurricanes and other natural
your profit picture. In the first nine months of 1979 alone, catastrophes. Earthquake, a concern on the V\st Coast, is
underwriters paid out a record $1.6 billion in insured losses also covered.
on 41 "weather-related catastrophes." For information, call any Johnson & Higgins office.

JohnsonGHiggins
The private insurance broker. V\ answer only to you.

RISK AND INSURANCE MANAGEMENT SERVICES. EMPLOYEE BENEFIT AND ACTUARIAL CONSULTING THROUGHOUT THE WORLD
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D&0 claims' incidence rises: Wyatt report
CHICAGO-One out of every

nine Fortune-listed companies will
be hit with a claim against its direc-
tors or officers by year-end, up
from one in 11 in 1978, according to
The Wyatt Co.

The average D&0 claim now
costs $903,229 in defense and
losses, but in that average are 60%
of the claims closed without pay-
ment. Payments made to claimants
average $1.2 million.

These are among the conclusions
of Wyatt's 1979 directors and offi-
cers and fiduciary liability survey
of 1,669 U.S. corporations. With its
five previous surveys, Wyatt has
become the most respected source
of information on directors and of-

ficers liability insurance.
The surveyed companies have

assets from less than $10 million to
more than $2 billion and represent
all segments of U.S. business.

The average cost of a D&0 claim
is down from the average in the
1978 survey, but Wyatt suggests
the decrease may be attributable to
the reporting or nonreporting of
large costs. The average of 60% of
claims closed without payment is
consistent with the 1978 survey.

But more D&0 claims are being
filed each year; the increase in 1979
compared with 1978 is 21.6%. Since
1971, the number of D&0 claims
filed has increased steadily from
nine to 83 in 1978.

Ofthe 369 claims reported by 236
of the surveyed firms, 215 or 58%
were covered by D&0 insurance.
Respondents were uncertain if
coverage existed for 81 or 22% of
the claims. No insurance covered

64 or 17.3% of the claims, with 24
claims involving incidents outside
the policy coverage and 40 oc-
curring when no insurance had
been purchased.

The 7.5% of the 320 claims falling
outside the scope of purchased in-
surance is an increase compared
with the 1978 survey results, when
5.9% of the claims were outside the

coverage.

The increase "may be due to ex-
clusions attached to D&0 policies
in recent years, including exclu-
sion of illegal payments to public
officials, antitrust violations or
claims arising out of real estate in-
vestments," suggested Wyatt's
Warren Brockmeier, author of the
survey.

In 195 of the 369 claims, individ-
ual claims were reported to be
reimbursable by the corporation
and 22 partially reimbursable. In 35
or 9.5% of the claims, individual
claims were not reimbursable. But

in 108 or 29.3% of the claims, reim-
bursement of individual claims re-

mains undecided compared with
uncertainty of insurance coverage
for 22% of the 369 claims.

"In spite of criticism of the
vagueness o f coverage under D&0
policies, it appears that the D&0
policy is equally certain in its cov-
erage as corporate bylaws or in-
demnification agreements," Mr.
Brockmeier says. Only about 10%
of all claims, however, will fall un-
der the individual D&0 section of

coverage compared with the corpo-
rate reimbursement section.

More than a third (140) of the re-
ported claims are still open waiting
trial, and 17 have been tried but are
being appealed. Ninety-seven or
26% of the claims were closed by
settlement, 64 or 17% were closed
by litigation and 42 or 11% were
dropped by the claimant.

Projectingthat 60% of claims will
be closed with no damages paid,
Wyatt estimates that the ultimate
claim distributions will fall with

9.9% paid forlessthan $20,000,8.1%
for $100,000 to $200,000, 5.3% for
$20,000 to $50,000, 4.3% for $50,000
to $100,000 and 3.5% for $500,000 to
$1 million. While 2.3% of all claims
will be paid for $2 million to $5 mil-

lion, only 1.1% will get damages if
more than $10 million, Wyatt says.

To cover these losses, almost
three-fourths of the participants re-
ported carrying an insurance pol-
icy with a split deductible instead
of a single deductible, a trend that
has grown steadily sjnce 1973.

A split deductible has a fair-y
modest deductible applicable to
the liability of each individual di-
rector or officer, an aggregate limit
on the total of such deductibles

arising out of any or-e occurrence
and a separate deductible applying
to the coverage for the corporation
forreimbursement to directorsand

officers.

The mAjority of all companies
with assets of more shan $15 mil-
lion used a split deductible in the
1979 survey compared with the ma-
jority of companies with assets cf

mzr€ than $25 mElion in the 1978
survey.

The most common split deducti-
ble applying to individual liability
is SS.000 (48%) and S10,000 (35%1

Half the companies using a spil
deductible choose $20,000 as the
aggregate deductible, with 11%
choosing $10,00C. 10% choosing
$25,010 and 16% choosing $30.000.

The deductible for corporate re-
imbursement under the split de-
duet.ble is scattered from $20,001
to rr.)re than $100,COO with 10%
chnosing $20,000, 21% choosing
$23,030, 20% choosing $50,000, 15%
choosing $100,000 and 11% chocs-
ing $5,000 or more tnan $100,011

Those carrying a single deducti-
ble most often choose $20,000 (38%1,
$5,300 (24%) and $10,OCO (17%).

These figures represent cnly a

modest change in deductibles
comEared with the 1978 survey.

'· The single deductible increased
jus: 336, and under the split deduct-
ible the individual deductible
dropped 2%, the aggregate deducti-
bleincreased 1% and the corporate
deductible increased 10%.

Above the basic deductible,
53.8% ofthe companies accepta 5%
reten-.ion on losses up to $1 million,
up from 51.3% in 1978, But only
18.5% ofthe companies accepta 5%
reten:ion on losses up to the policy
limits, down from 21.8% in 1978.

The most frequently reported
policy limit is $10 million, as it has
been since ·1376 when $10 million
replaced $5 million as the favored
limit of coverage. The average limit
in the 1979 sun-ey of $10.4 million
isal 0.4% increase from 1978.

Alrr ost 25% o f the 1,337 partici-

.pants in the study carrying D&0
insurance had limits of $15 million
or more, compared with 20% last
year. The highest reported limit
was $75 million, with 16 companies
reporting limits of $50 million or
more, twice the number in the 1978

survey.

Classed by industry, the largest
100 industrials tend. to carry the
highest limits averaging $26.1 mil-
lion, followed by the utilities carry-
ing an average of $24.5 million and
the next largest 100 industrials
carrying an average limit of $20
million. Life insurance companies
carry the lowest average limit of
$12 million.

Premiums paid for D&0 insur-
ance, generally underwritten by
the excess/surplus market, re-
mained unchanged for 40.7% of the
surveyed companies. Another

)4.h< c,1.- Blue_CroS and Blue Shield

HOWTOGET
MORE THAN A
MILLION DOLLARS
IN HEALTH CARE
FORYOUR
MILLION DOLLARS.
 f,fly fears

® Regisiered Ser.,ce Mmiks 01 (P,e 81ue Cross Associa,iort

6'Reg,/ered Servie Maris 01 the Blue Sh,el Associat,on



15.7% of the companies reported
premium changes of less than 5%
up or down. Only 7% of the compa-
nies reported premium reductions
of 5% to 80% while 36.6% reported
premium increases ranging from
5% to more than 300%.

The most frequent premium in-
crease was 5% to 20% (11.3% of
companies), followed by 20% to
40% (10.8% of ·the companies).
Thirty-seven companies reported
premium increases of more than
100%.

Within industries, finance and
leasing companies have suffered
the highest premium increases re-
cently and premiums charged utili-
ties are going up because ofemerg-
ing environmental action issues.

D&0 premiums charged mer-
chandisers have leveled off from
the sharp increases after W.T.
Grant went bankrupt and was
sued. Premiums charged manufac-
turers may be going down.

Generally, premiums are back to

the 1974 level after dropping in
1975 and 1976 in the heat ofcompe-
tition for D&0 business. The good
D&0 risk still enjoys some compe-
tition for its account, Mr. Brock-
meier notes.

But organizations with higher
policy limits are experiencing pre-
mium increases of about 20% be-
cause losses have penetrated pol-
icy layers of more than $5 million.
Companies with apparent prob-
lems with stockholder suits, public
litigation or other matters spurring
D&0 claims have sometimes expe-
rienced sharp increases in pre-
miums.

Wyatt concludes, however, that
the general level of premium ad-
justment by underwriters is not ex-
cessive. But Mr. Brockmeier also
warns that if a sharp recession af-
fects the general economy, sizable
losses may ensue and general pre-
mium levels may rise sharply.

Now, the average premium paid
for D&0 liability insurance ranges
from a low of $3,066 for $1 million

of coverage purchased by a com-
pany with less than $10 million in
assets to $184,538 for $40 million of
coverage purchased by a company
with over $2 billion in assets.

As would be expected, the pre-
miums generally increase with
company size and amount of insur-
ance purchased.

For example, companies with as-
sets of between $150 million and
$250 million pay an average of
$10,546 for $3 million of D&O in-
surance, $15,291 for $5 million of
coverage, $24,596 for $10 million of
coverage, $33,923 for $15 million of
coverage and $27,809 for $20 mil-
lion of coverage.

Companies with over $2 billion
in assets pay an average of $43,524
for $5 million of coverage, $69,273
for $10 million of coverage,
$114,460 for $20 million of coverage
and $124,325 for $30 million ofcov-
erage.

American International Group
continues to dominate the insurers

June
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In reviewing health care coverage, a lot
. of executives make a false assumption-that

health care costs will be the same no matter
who the carrieris. After all, the same people will
get sick and incur the same costs. The only
variable is what the carrier charges for admin-
istering the program.

THE EXPENSIVE ASSUMPTION.
That kind of thinking can be very expensive.

Because health care costs are not a fixed amount.
If a carrier simply assumes risk and pays

bills, there's no control over the really big part of
your cost: the benefit costs. You see, the cost
of health care coverage is actually twocosts. The
cost of benefits. And the retention costs (every-
thing from risk charges and administrative costs
to reserves). By controlling your major health
care expense, the cost of benefits, you can get
more for your health care dollar.

PENNY WISE, POUND WISE.
Benefit costs continue

4 to rise. They're where most
/. 1-Ii.*1 of your health care coverage
.*,in.,4... dollar goes. Controlling

benefit costs can have a real
impact on your bottom line.

LESS THAN 10% Which is why Blue Cross and
OF YOUR HEAUH <ARI Blue Shield Plans are so
DOLLAR GOES TO committed to containing them.RETENTION COSTS.

THE MAJOR PART
COVERS BENERT COSTS

4
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Profile of a claim
The larger the corporation and the more diversified it is,

the more likely it is to be hit with a directors and officers
liability claim, The Wyatt Co. says.

Directors and officers ofa publicly held company also are
three times more likely to be sued than those of a privately
held corporation, Wyatt notes.

The two most frequent allegations in D&0 liability claims
are that the directors and officers made misleading repre-
sentations (21.4% of the claims) or that they colluded or
conspired to defraud (13.6%).

Other allegations made in claims reported to The Wyatt
Co. include civil rights denial (7.9%), antitrust violations
(7.6%), failure to honor employment contract (6.5%), im-
proper expenditures (6.2%) and breach of duty to stock-
holders (6%).

The largest percentage of D&O liability claims (40.4%)
continues to be filed by stockholders. The next largest
source of claims is employes or former employes (18.2%).

underwriting D&0 insurance with
29% of the primary policies and
27.4% of the excess policies. Swett
& Crawford and CNA are holding

And they're the only ones whose scope and
method of operations are broad enough to deal
with the problem effectively

IT'S ALREADY WORKING.
For example, Blue Cross and Blue Shield

Plans often set up special arrangements with
hospitals and physician agreements that
establish rates that are actually lowerthan those
paid by other carriers.

Programs like out-patient diagnostic,
same-day surgery, and extended home care have
helped cut the average hospital stay of our
subscribers by as much as one full dag And
saved $1,250,000,000 last year alone.

So before you make a decision about your
group's coverage, contact your Blue Cross and
Blue Shield Plan Marketing Representative.
Or write Blue Cross and Blue Shield Associa-
tions, Box 8008, Chicago, IL 60680, for the free
booklet: "The Most Effective Health Care
Protection For Your Employees"

Otherwise, saving a little money could
end up being very expensive.

ev Blue Shield®
Blue Cross®

HELPING CONTROL ALL YOUR COSTS.

their shares ofthe market in the top
six underwriters. Swett & Craw-

ford has 15.5% of the primary poli-
cies and 9.8% of the excess. CNA
has 11:5% of the primary policies
and 4.3% of the excess,

Crum & Forster is growing
steadily in D&0 insurance, partic-
ularly among small and medium
sized companies. It has 12.1% ofthe
primary and 18% ofthe excess mar-
ket.

MGIC has increased its D&0

underwriting to 5.1% of the pri-
mary policies, especially for finan-
cial institutions. Midland is under-
writing more D&0 insurance for
hospitals, but has only 1.4% of the
primary policies.

Lloyd's of London, the best
known traditional D&0 under-
writer, is losing more ofits share of
both the primary and excess insur-
ance market, except for very large
accounts.

Its primary market share is down
to 10.5% from 13% last year and its
excess market share has fallen off

to 23.1% from 26.3% last year. Be-
fore 1978, Lloyd's underwrote
more than a third of the excess

D&0 insurance policies reported
to Wyatt.

But Lloyd's is still a major rein-
insurerofthe domestic D&Oinsur-
'ance underwriters, Mr. Brock-
meier notes.

By industry, AIG is the majorun-
derwriter of D&0 insurance for
construction and real estate, insur-
ance companies, manufacturers,
merchandisers, petroleum, profes-
sional services, publishing and
communications and utilities. It
also dominates in the market for

companies with more than $25 mil-
lion in assets.

Swett & Crawford is the major
underwriter for transportation
companies. MGIC dominates the
banks and Midland the hospitals.
Crum & Forster Group dominates
the companies with less than $25
million in assets with 25% of the

policies, but AIG is close behind
with 22% of the market.

The 1979 Wyatt Directors and Offi-
cers Liabilitv and Fidllciary Lia-
bility Survey can be obtained for
$60 from The Wyatt Co.,5600 Sears
Tower, 233 S. Wacker Drive, Chi-
cago, III. 60606.

a n

insurance and employee benefits
complete analysis

we do not sell or

place insurance

CORPORATE
.,Ace i.la

POLICYHOLDERS
COUNSEL. inc.

20 North Wacker Drive

Chicago. Illinois 60606
Phone: 3123728225
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MINNEAPOLIS and COLUMBUS
are first lines of defense against spiraling insurance ccs:s. To call in the
ARMI. Assurex Risk Managemer- Insti.u:e in these areas (or
elsewhere in more than 40 states and 16 forei3n ccuntr es) call your

Assurex International broker.

BRANDOW HOWARD KOHLER AAIC/ THE McELRCY-MINISTER
& ROSENBLOOM, INC. -1-1 COMPANY
3601 Park Center Boulevard 141 East Tcwn Street

Minneapolis. Minnesota 5541
Columbus, Ohio 43215

612-929-5551 614-228-5565

 See o.tr ad on page 6

"it's called the INVESTOR.

"And what sets it apart from anvthing we've
offered before is its incredible flexibility. It's
designed to work for any defined benefit plan
sponsor, whatever the needs and objectives.

"First, you can select from different
investment alternatives. We've recently added
new separate accounts, so the investment vehizles
available give you an even broader spectrum of
risk alternatives. Now you can meet your
investment needs with the INVESTOR.

"You can select services, too.
"The INVESTOR lets you decide on exactly

the plan-related services needed to cperate your
plan- from no services at all to complete
administrative support from Connecticut
General.

Fiduciary liability
claims grow faster
than D&0: Wyatt Co.

CHICAGO-Althbugh the num-
ber cf claims filed against directors
and officers continues to over-

shadow fiduciary liability charges,
pension-linked claims are begin-
ningto grow at a faster rate, accord-
ing ti a Wyatt Co. study.

Mcre than 50% more fiduciary li-
ability claims-48-were reported
this year to the consultant than last
year in its annual surveys oftrends
in dilectors and officers liability in-
surance

The number of D&O liability
claims reported increased by only
11.8% in the same period, although

"Our pension
people really
come through
for you with
a flexible
new package
of retirement

plan services"
"And everything is completely

straightforward. Our elective ser, ices are well
defined and charge rates for all services are stated
in advance.

"Perhaps most important ...
"The INVESTOR gives you all the advantages

of CG's years of experience and professionalism.
With nearly 200 investment people, you know
your money will get the attention it deserves. And
with 350 more full-time pension specialists in the
Home Office and in offices located throughout the
country, we have the know-how and services to
help you meet your needs.

"Ask your agent or broker to introduce you to
a Connecticut General Group Pension
Representative.

"We'll come shrough for you:

COMING THROUGH
FOR YOU...THAT'S WHAT
CONNECTICUT GENERAL

PEOPLE DOLConnecticut Genera Insurance Corporation,

Wyatt estimates D&0 liability
claims are increasing 21.6% annu-
ally.

Measuring susceptibility to each
type of claim, Wyatt says suscepti-
bility of all companies to fiduciary
liability claims is now 2.6%, up 73%
from 1.5%last year. In comparison,
susceptibility to D&0 liability
claims is 14.1%, but only 17.5%

higher than the overall susceptibil-
ity of 12% in the 1978 survey.

As would be expected, the larger
the company the more susceptible
it is to fiduciary liability claims.
While manufacturing companies
reported the largest number of
claims, the percentage of claims for
manufacturers is not significantly
different from that of other types of
companies, Wyatt notes.

Of the 48 claims charging corpo-
rations violated their fiduciary
duty for benefit plans as es-
tablished by the pension reform
law, 31 are covered by insurance.
There is no insurer for five claims,
three fall outside the policy cover-
age and four may or may not be
covered. There was no insurance

information about two of the

clairns.

Thirty-seven claims were filed by
employes or former employes.
Only three were filed by the fami-
lies of employes or former em-
ployes, one was filed by the gov-
ernment and four claimants were
not identified.

Administrative error and breach

of duty under ERISA were each
cited in 15 claims, the most fre-
quently made charges. Failure to
honor an employment contract
was charged four times and mis-
leading representation and im-
provement investments were each
charged three times.

Almost a third of the claims-

15-were closed with settlement,

but 18 are awaiting trial. Only three
were closed by litigation and seven
were dropped by the claimant.

Defense costs in the eight settled
claims totaled $100,805, or an aver-
age of $12,601 per claim. The two
litigated claims cost an average of
$19.000 to defend and the five
dropped claims cost an average of
$4.759 to defend.

0 f the eight open claims, an aver-
age of $15,437 has been spent to
date defending each of them.

Within the sketchy returns on
damages paid, 12 claims were
closed without payment and 10
were closed for less than $20,000 in
damages. Only two claims won
damages of between $20,000 and
$50,000.

Of the various methods for in-

suring against fiduciary liability
claims, purchase of a separate fidu-
ciary liability policy was chosen by
64.2% of the surveyed companies,
almost the same as last year. Only
10% of the respondents carry fidu-
ciary liability as an endorsement to
their directors and officers liability
insurance policy, which otherwise
excludes fiduciary liability. No
coverage for fiduciary liability
claims was reported by 16.3% ofthe
companies; 2.3% ofthe companies
carry the coverage as an endorse-
ment to their comprehensive gen-
eral liability policy and 1.7% rely on
an unendorsed D&0 policy.

The favored limit of coverage is
$1 million (24.8%) or $5 million
(13.1%). The highest reported limit
was $65 million. Of the 822 organi-
zations reporting in both 1978 and
1979,702 held their limits constant,
15 reduced limits and 105 in-

creased limits, especially those
with less than $1 million. •



Youll knowusbythe kwe make

Crum and Forster has
grown substantially in recentyears We've expanded our
activities and brought together
a number of fine companies
with a wealth of expertise and
valued reputations in their
respective markets.

So that you and the public
can more easily recognize Crumand Forster and its insurance
companies, we've adopted thisnew symbol.

Now when you and yourclients see us on national
television, in newspaper and
magazine advertising or
promotional materials, youll
know us by the mark·we make.

 Crum and Forster
In the east: U.S. Insurancd Group, MorrisTownship, NJ 07960In the west: Industrial Indemnity, San Fnncisco, CA 94120
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"...experience
is the great teacher,
so it is that they who

cannot remember the past
We at • service,are doomed to repeat it"

Global Santayana Global is

Aviation remember the past. Times today a dependable.source of all forms
when the proliferation of aviation of aviation insurance. You'll receive

insurance markets presented a very fast turnaround on quotes, rapid policy
confusing picture to most agents. _ issue and complete claims

As one of the few companies which
has endured to the present through We remember the past. It helps handling.providing better us plan for the future.

Global Aviation Insu,ance Managms
A Division of Corroon and Black of Texas, Inc.

3000 Promenade Center /PO. Box 5470 / Richardson, lbxas 75080 16!ephone (214) 235-0110 / Tblex 79-1875

University to appeal
finding of sex bias
in its pension plan

DETROIT-Wayne State Uni-
versity and, its insurer·will appeal a
U.S. district· court ruling that the
university's pension plan discrimi-
nates against women retirees.

Judge Robert DeMascio ruled
earlier this fall that Wayne State's
pension plan, which is operated by
Teachers Insurance Annuity Assn.
and College Retirement Equities
Fund of New York, is discrimina-
tory because even though men and
women contribute equally to the
plan, the women receive smaller
benefits than men.

At issue was whether the pen-

John Hancock's
International
Group Program
is the best
in the World.
Here are justafew reasons why.
First, the largest international
group staff anywhere. They offer
you the combined experience gained
from developing and servicing over
1,000 plans. Each account is contin-
uously serviced and monitored by a
five-member team. And that full-time

dedication to your account assures
a smooth running program as well
as quick problem-solving when
necessary

Second, our network of 25 Assoc i-
ate Insurers. Each is one of the most

highly respected i·n the country it
serves. With over 12 years of experi-
ence building stable working relation-

ships with our Associate Insurers,
1GP can offer you continuity of ser-
vice unparalleled among international
programs.

Third, our clients. More than 200
corporations and 1,000 subsidiaries.
Most multinationals with international

programs have chosen IGP because
it offers flexible, competitive programs
that keep on working.

Flexible. Competitive. Experienced.
Consider the advantages of John
Hancock's IGP.

("International Group Program" and "IGP" are registered service
marks of the John Hancock Mutual Life Insurance Company,
Boston, Massachusetts 02117, USA.)

Aunn<SHallcerR Mutual Life Insurance Company

Boston, Massachusetts

sion plan can pay smaller pension
benefits to women since studies

show women on the average live
longer than men and thus receive
pension benefits over a longer
tirne.

In an almost identical case, a U.S.
court of appeals in Boston ruled
that Colby College's defined con-
tribution plan was discriminatory
by offering women smaller pen-
sion benefits than men (BI, Feb. 5).

A resolution of the issue ofequal
contributions for unequal pension
benefits is not expected until the
Supreme Court rules on the issue.

The Wayne State and Colby Col-

lege decisions, however, affect
only colleges that maintain similar
pension plans. Most employers in
the private and public sectors

maintain defined benefit plans in
which the monthly retirement ben-
efits for men and women lack sex
distinctions.

But at Wayne State, when an em-

ploye retires, the college purchases
an annuity from TIAA-CREF with
the pension contributions made
during the employe's years of em-
ployment.

The monthly annuity benefit
that a woman receives is smaller

than a man's monthly benefit even

though the same amount of pre-
miums had been contributed.

Wayne State contended the differ-
ence in annuity benefits is based
on the actuarial fact that women

live longer after retirement than
men and thus collect pension bene-
fits over a longer time.

But Judge DeMascio ruled the
Wayne State plan violated the Civil
Rights Act of 1964, forbidding sex
discrimination in employment
practices and compensation.

Although women as a class may
outlive men as a class, there is no
assurance that any individual

woman employed by Wayne State
would fit the generalization on
which the monthly annuity bene-
fits were based, he said. As a result,
sex discrimination was involved

since an individual woman might
not outlive an individual man, yet
she would receive smaller monthly
benefits.

Mildred Peters, a professorofed-
ucation and one ofthe women who

sued, estimated her monthly pen-
sion benefit might be as much as
17% less than that of a man who

earned a similar salary and who
had been employed the same num-
ber of years. •

Cover increases

with cost index
SAN FRANCISCO-Fireman's

Fund Insurance Cos. has devel-

oped a new version of its Val-U-
Gard commercial property en-
dorsement that automatically in-
creases property coverage as local
cost indexes increase.

Under the original Val-U-Gard
endorsement, policy limits were in-

creased quarterly by a fixed per-
centage established by the policy-
holder, the broker and Fireman's
Fund.

By increasing policy limits auto-
matically as cost indexes increase
and by eliminating the coinsurance
clause, Val-U-Gard II prevents un-

derinsurance of property.
Property eligible for the new en-

dorsement includes buildings, fur-
niture and fixtures, equipment and
other contents.

The minimum amount ofthe in-

surance ·must equal 80% o f the
property value. •





24 / business insurance, November 12, 1979

Bankers' conference

Banks heat up competition
for corporate benefit trusts

By JOHN MAES

CHICAGO-Competition among
banks for corporate benefit trust
business, developing as more
banks get into the service and em-
ployers look for investment man-

agers, is expected to heat up over
the next several years.

Banks are stepping up their ac-

tivity in benefit trusts, expanding
not only pension plan management
but also management of trusts for
various employe benefits such as
health and disability plans.

"I'm extremely optimistic about
the growth for banks in employe
benefits," said W. Humphrey Bo-
gart, senior vp and trust officer for

Republic National Bank of Dallas,
at the recent American Bankers

Assn. Conference in Chicago.

Republic National currently has
$5.8 billion in total trust assets, $3.9
billion of which involves pensions
and benefits such as profit sharing,
savings plans, tax exempt 501(c)(9)
trusts, group health insurance and
life coverage. Employe Stock
Ownership Plans and Tax Reduc-
tion Act Stock Ownership Plans
are included, he said.

Other bank executives agreed
benefit trust business as well as

trusts for property/casualty risks,
is attractive.

"It's a good business move and
it's not complicated from an invest-
ment standpoint," said Lee J.
Steiden, vp and trust officer for
Citizens Fidelity Bank and Trust
Co. of Louisville, Ky.

Citizens Fidelity deals with self-

insured companies whose plans
pay long term disability, mAjor
medical and retirement benefits,
Mr. Steiden said. The bank has also

taken on a $4 million medical mal-
practice trust set up by a religious
organization.

"We had nothing of this type five
years ago, now we have 10 plans
and we don't even market the ser-

vice," Mr. Steiden said. Many em-
ployers are seeking out banks so
they can invest self-insured re-
serves, he noted.

At Northern Trust Co. in Chi-

cago, benefit business has also
been on the increase, said vp D.
Quigg Porter Jr. Northern's spe-
cialty is the master trusts, in which
a company with different plans in
different banks consolidates them
into one trust.

Northern is one of only four or
five financial institutions in the

country that offers employe bene-
fit master trust accounts, Mr. Por-
ter said. Currently, Northern has
about $9.2 billion in employe bene-
fit assets on deposit.

The Mercantile Trust Co. of St.

Louis reports it has taken on be-
tween 150 and 200 new benefit

Safety pros
receive award

PARK RIDGE, Ill.-Three occu-
pational safety professionals have
received 1978-79 Professional Pa-
per Awards from the American So-
ciety of Safety Engineers here.

The awards recognized the au-
thors of, outstanding professionalj
technical papers published in Pro-
fessional Safety Magazine.

Winners were Charles F. Dalziel,
professor emeritus at the Univer-
sity of California, Berkeley; second
place, Charles V. Culbertson, vp
for loss prevention, Marriott Corp.,
and third place, Dr. Jack B. Re-
Velle, manager of safety and facili-
ties for Ducommun Metals Co., Los
Angeles. .

trusts in the last three years, 29 of
them so far this year. Mercantile
specializes in multiemployer trusts
and has about $2.5 billion in benefit
assets on deposit, bank officers
say.

It's not just the large bank and
trust companies in urban centers
that handle benefit trusts. Smaller

community banks, even thoughge-
ographically isolated from the
mainstream of large corporations,
are picking up some of the busi-
ness, said James W. Penn. senior
vp and senior trust officer for the
Citizens National Bank of Decatur,

Ill.

Employe benefits account for
about 25% of the bank's trust busi-

ness, Mr. Penn said. The bank
seems to be attracting smaller,
younger companies in rural areas.
"Wewon't getalotof mjor compa-
nies' pension business. But we will
get a lot of the growing, successful
business. We've got a lot of entre-
preneurs who are looking to make
money."

The growth is partly because
businesses are looking for alterna-
tives to conventional investment

channels such as the stock market,
which has proved to be unpredict-

able. Mr. Penn said.

Benefit trusts are nothing new to
banks, said Republic National's
Mr. Bogart. Many have handled
pension trusts for 40 years, but
only in the last several have they
become such a large part of the
business.

"We've been involved in it since

the 1940s but we were nothing to
spit at until the 19705," he said.
Now, with 66% of its trust division
assets in employe benefits, the
bank has set up a specially staffed
employe benefits division to han-
dle the business.

The move has not been without

cost, bank executives say. Some
banks have had to shift large num-
bers of employes with proper ex-
pertise into trust departments to
service accounts.

Banks in the benefit trust busi-

ness have also had to learn enough
about ERISA to comply with gov-
ernment regulations in the han-
dling of pension funds, said Mr.

Porter of Northern Trust. The

banks must develop sufficient
computer capabilities to handle ac-
counting, record keeping and other
financial management tasks asso-

ciated with large trusts. "That's
been the biggest problem," he said.

Competition will become stiffer
as more banks enter the field, pre-
dicted Mr. Bogart, whose bank

handles plans from all over the
Southwestern U.S. along with
some national business. Eventu-

ally, however, some institutions
will drop fromthe runningbecause

they will be unable to "distinguish
themselves," or simply can't make
a profit on benefit trusts.

Banks and trust companies that
will thrive on this new line of busi-

ness will be those able to handle

the widest range of benefits and
provide the most services, Mr. Bo-
gart said. "The clients are going to
go to somebody who can do it all
instead of being bounced to con-
sultants to handle their 501(c)(9)
trusts and TRASOPS," he said. -
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Congressman to pro pose IRA expansion

IRAs "represent the most crucial
leg of the retirement tripod,"
says Rep. John Erlenborn.

CHICAGO-Calling Individual
Retirement Accounts one of the

foremost strengths o f a retirement
program, Rep. John N. Erlenborn
(R-Ill.) says he is drafting legisla-
tion to encourage even further de-
velopment of IRAs.

Mr. Erlenborn said the legisla-
tion would increase the income tax

deductions for contributions to

IRAs, which would encourage
more workers to save for their own

retirement. The legislation would
also allow tax deductions for indi-

vidual contributions to corporate
retirement plans.

Addressing a conference of the
American Bankers Assn. here, the
congressman said such a move is
important to supplement private

pensions and Social Security if
workers are to enjoy a comfortable
standard of living during retire-

ment.

"Far too many breadwinners rely
too much on benefits they hope to
get from Social Security and
employer-sponsored pension
plans while neglecting saving and
investing on their own," he said.
"Individual retirement initiatives

represent the nnost crucial leg of
the retirement tripod."

Too many workers assume So-
cial Security will provide "finan-
cial independence" during retire-
ment, he said. But Social Security
benefits fall far short of a comfort-

able sum, he said, because a
worker retiring at 65 will receive a
maximum of $503.40 monthly.
With the 50% spouse benefit, the
maximum would be $755.10 per
month and"most people would get
smallerbenefitsthan our hypothet-

DO ONE THING
BEFORE YOU RECOMMEND
SELF=INSURANCE
TO YOUR MANAGEMENT.

ASK THE HOME GROUP
IF IT ALL ADDS UP.

You've done your homework. You
know your company's history of losses.
Where safety programs are working and
where they're not. The current costs for
Workers' Comp and other coverages. And
you've computed how your company's
cash flow position might be improved
with judicious risk retention.

The risk management professionals
of The Home can tell you if it all adds
up. We provide a full scope of risk man-

agement services. This
*h ranges from providing

.3 computer capabilitiesfor
a quick and accurate

& ra

ical couple."
Even when Social Security pay-

ments are coupled with company
or union-sponsored pension plans,
the retirement benefits would only
provide about 50% to 60% of pre-
retirement earnings at a time when
financial planners estimate 75% to
80% replacement is needed to off-
set inflation, he said.

"If living costs increased at half
the current rate, or 7% annually,
the purchasing power of a $10,000
pension would be reduced to ap-
proximately $5,000 within 10 years.
In 20 years, real income would
drop to roughly $2,500," he said.
"Inflation undercuts all these

sources of retirement income; it
gnaws at fixed pension benefits; it
outstrips interest on individual
savings and slashes real return on
investment."

analysis of your computations, to im-
plementing and servicing your program.
And in this era of shrinkingcapacity, we
can arrange for the layered insurance
required to make thewiole proposition
work.

Make the last step in your self-
insurance evaluation your best step.
Consult withtheriskmanagementspecial-
ists at The Home Group. Let them serve
as your risk management team.

lhe Home

Insurance Company
A City Investing Company

Mr. Erlenborn also said he is

working on legislation to establish
a single agency to administer
ERISA requirements. The agency,
to be called the Employe Bene-
fit Administration, would take

ERISA jurisdiction away from the
Internal Revenue Service, the U.S.
Department of Labor and the Pen-
sion Benefit Guaranty Corp. "It
will pull together the scattered re-
sponsibilities and ease the com-
plexity, confusion, delay and du-
plication we have experienced
with multiple administration."

On other pension-related issues,
Mr. Erlenborn said he favors pen-
sion benefit integration as a first
step toward a uniform, national
pension policy. The current multi-
plicity of private and public pen-
sion plans provides overlapping
coverage for some workers, while
other workers receive insufficient
coverage.

However, legislative action on
pension plan integration would
have to be "gradually phased in"
over a period of years and perhaps
as much as 20 to 30 years· for public
plans, he said.

"The idea behind benefit integra-
tion is to establish as a goal a cer-
tain percentage of pre-retirement

earnings and coordinate the pay-
ment of pension benefits to
achieve this goal. Integration
would inject a measure of consis-
tency into a national pension pol-
icy," he said.

"By the same token, integration
would relieve the burden on some

employers who are paying exces-
sive contributions toward a

company-sponsoredplanaswellas
the 50% share of Social Security."

Mr. Erlenborn also said he favors

elimination of ERISA's summary
annual report requirement for wel-
fare and pension plans. •

Bill seeks

IRA increase
WASHINGTON-Sen. Harrison

Williams (D-N.J.) has introduced a
bill (S.B. 1925) to raise IRA and
Keogh limits and eventually tie
them to the Consumer Price Index.

The bbll would raise the permit-
ted individual IRA contribution to

the lesser of 20% of compensation
or $2,000, beginning in 1980. Now
employes can set aside the lesser of
15% of compensation or $1,500.

In following years, the contribu-
tion level would be linked to the

inflation rate. Spousal IRA levels
would also rise to $2,400 from
$1,750 the first year and then be in-
dexed.

For Keogh plans, the deductible
limit in 1980 would increase to 20%

of compensation or $10,000 from
15% of compensation or $7,500. The
Keogh limit would stay at $10,000
until the IRA limit reaches $5,000.
Then Keogh contributions would
always be twice as high as the IRA
level.

Sen. Williams said the purpose of
the bill is to "encourage more sav-
ing for retirement by American
workers." •

CLAIM MANAGEMENT
SERVICES

RISK MANAGERS/CAPTIVES/REINSURORS

casualty reserves • major case •
audit/review • program analysis
• contract adjusting analysis •
• self-insured • aggregate cov-
ers • experienced in Fortune 500
claim programs

John J. O'Connor

B.A., LL.B., 1.1.A.
Consultant

11 Patrick Lane

Wilton, Connecticut 06897
Phone: (203) 762-9564
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LOS ANGELES and NEW YORK

. are first lines of defense against spiraling insurance costs. To call in the
ARMI ... Assurex Risk Management Institute...in these areas (or
elsewhere in more than 40 states and 16 foreign countries) call your

Assurex International broker.

KINDLER & LAUCCI

1545 Wilshire Boulevard 111 John Street

JOHN F. CURRY AGENCY. INC.

Los Angeles, California 9001 New York, New York 10038213-484-0220 212-374-1500

See our ad on page 6

Med ical malpractice
underwriting losses
-orry INA exec utive

CHICAGO-Continuing medical
malp:actice losses and red under-
writing ink aren't getting the atten-
tion they deserve, says an under-
writer.

Peter Foley, executive vp at INA
Special Risks Facilities Inc. and
head ofthe company's venture into
professional liability underwriting,
says he's concerned about the con-
tinung underwriting losses insur-
ers are reporting on medical mal-
practice.

INA started writing medical mal-

prae.ice insurance about 18
incnths ago; Mr. Foley joined INA

Facultative Reinsurance 

Uestions 8

Answers2
A conversation with Pete Greene. Manager of the Prudential Reinsurance Company's

Facultative Regional Office in Houston.

Q: Do you write so-called
"tough risks"?
A: Yes. Prudential Re is not shy
aboutwritingthetough ones. Right
here in Houston, we cover most

phases .of the oil industry, includ-
ing the particularly difficult liability
coverage required under the U.S.
Longshoreman and Harbor Work-
ers Act. We also use our capacity
to cover the property exposures,
like builder's risks on offshore pipe-
lines, and operating risks for inland
drilling rigs. Prudential Re also cov-
ers a variety of risks on other
energy-related projects. Of course,
we welcome a wide range of nor-
mal risks, too.

Q: What ceding commission
does Prudential Re pay on re-
insurance premiums?

A: We pay an amount to cover our
share of premium taxes and fees,
the commission paid to the original
agent or broker, and the insurance
company's operating expenses.
Naturally, all subject to a reason-
able maximum. This should allow

fair costs for the insurance com-

pany so they can offer a policy to
their client at the most reasonable

premium possible.

Ceding commissions are designed to cover
the insurer's costs.

Q: You do business directly with
insurance companies. Do you
also work with reinsurance

brokers?

A: Yes. We do work with reinsur-

ance brokers because Prudential

Re recognizes that many insurance
companies want the services
brokers provide. Other companies
prefer arranging their facultative
reinsurance directly. So Prudential
Re does business both directly and
through reinsurance brokers. But
there are some cases, like the

unique, high-risk business handled
by surplus line companies where
we prefer a first-hand relationship.

1
,

t
Pete Greene. Manager of Prudential

Reinsurance Company's Facultative Regional
Office in Houston.

Q: What are the factors that

help Prudential Re stand out
from other reinsurers?

A: There are several strong argu-
ments for calling Prudential Re:

• We have undisputed financial
strength and stability.

• Our capacity is large: $5 mil-
lion generally and $15 million
on most excess risks.

• We can and do handle almost

every kind of coverage, class
or problem.

•Prudential Re is flexible

because we retain so much
limit ourselves. and we're not

restricted by treaty limitations.
• We are a young, aggressive

company that shares a heri-
tage with The Prudential In-
surance Company of America.
They encourage our continued

growth in reinsurerce to help
meet the present ar d future
market needs.

To get answers to any of your
reinsurance questions just give
us a call. We're the Rock in
reinsurance.

Home Office:

213 Washington Stree:, Newark, NJ
07101, (201) 877-8000

Regional Offices:
3700 Wilshire Blvd., LosAngeles.
California 90010. (213) - 85-6261

30 N. LaSalle Street, Chicago.
Illinois 60602, (312) 782-4793

127 John Street. New York

New York 10038. (212)422-4350

4600 Post Oak Place, Houston,

Texas 77027, (713) 877-8814

In Canada:

Prudential Reinsurance Company
of America. P.O. Box 116.
Toronto Dominion Centre,

Toronto, Ontario, Car:da,
MSK 1 GB. (416, 862-1228

1 Prudential

r

Offs, ore drilling rigE arean ex; ntzle of some
cf the "tough rists" covered 14 Pru Re.

Prudential Reinsurance Company
Subsidiary of The Prudential Insurance Company of America

this summer from Gulf's Bermuda

insurance subsidiary, Insco, where
he was vp for casualty underwrit-
ing (BI, May 14).

Mr. Foley's concern over indus-
try experience in medical malprac-
tice risks has spurred him to put
together a "specialty claims opera-
tion" at INA for the risk that will

include legal talent. "We're going
to do it differently from other in-
surers," he says.

INA's annual premium volume
on medical malpractice, directors
and officers liability, which it be-
gan underwriting a year ago, and
errors and omissions insurance for

various professionals is about $75
million. A couple large accounts in-
flated the premium volume, but
INA doesn't want to grow too fast
in the current competitive market
and is targeting only $90 million in
premiums on these specialty risks
in 1980, Mr. Foley said.

Other insurers and court reports
also indicate the incidence and se-

verity of medical malpractice
claims are continuing to rise.

St. Paul, a major underwriter of
medical malpractice insurance, re-
ports that claims filed per 100 phy-
sicians it insures were up 12% in
1978 from 1977 and that the dam-

ages sought increased 18% in the
same period. As a result, premiums
will be hiked in 20 of the 29 states

where St. Paul underwrites the in-

surance, the company says.
Statistics from federal courts

also show the incidence of mal-

practice claims is rising.
Medical malpractice complaints

filed in federal courts during fiscal
year 1979 increased by almost 30%
over the previous fiscal year, ac-
cording to the Administrative Of-
fice of the U.S. Courts.

In fiscal 1979, which ended June
30,500 medical malpractice cases
were filed in U.S. district courts

around the country, a 29.9% in-
crease compared with fiscal 1978

when 385 malpractice complaints
were registered.

However, the 500 cases filed in
fiscal 1979 represent a sharp drop
from the 633 cases filed in fiscal

1976, the first year such records
were collected. •

Profit Sharing
Council officers

SAN FRANCISCO-The Profit

Sharing Council of America, an as-
sociation·of more than 1,400 large
and small U.S. companies with
profit sharing plans, has'elected
new officers and directors.

The officers for the coming year
are: chairman of the board,
Roger D. Mulhollen, vp, corporate

personnel, Johnson's Wax, Racine,
Wis.; first vice chairman, Roland T.
(Jim) Messinger, manager of bene-

fits, J.C. Penney Co.,Inc., New
York; second vice chairman,

Ronald A. Stockdale, executive vp
and secretary, West Coast Grocery
Co., Tacoma, Wash., and treasurer,

Richard A. Andersen, vp, First Na-
tional Bank of Chicago.

Directors elected to a three-year

term are: Theodore D, Bower, tax
attorney, Sears, Roebuck & Co.,
Chicago; Harriet L. Elliott, vp-
secretary, Elliott Glove Co. Inc.,
Oconto, Wis.; George W. Jensen,
plan administrator, The Southland
Corp., Dallas, Tex.; Richard A.
Liebig, president, Moorman Manu-
facturing Co., Quincy, Ill., and Wil-
liam D. Meyer, assistant secretary,
Carter Hawley Hale Stores Inc.,

Los Angeles. •
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OSHA proposes shorter time limit
for reporting workplace accidents

WASHINGTON-The Occupational
Safety and Health Administration has pro-
posed requiring employers to report serious
workplace accidents more quickly.

Under the proposal, an employer would
have to inform the Labor Department within
eight hours of any workplace accident in
which an employe dies or in which five or
more employes are hospitalized. Currently,
employers have 48 hours to report serious
accidents.

Comments onthe proposal should·be sent
by Nov. 15 to: D6cket Officer, Docket S-125,B

Room S6212, U.S. Department ofLabor, 200
Constitution Ave., N.W., Washington, D.C.
20210.

Meanwhile, in another OSHA develop-
ment, the federal safety agency is calling on

the business community for assistance in de-
veloping new safety standards to protect
workers against the hazards of working in
confined spaces such as tanks, boilers, pres-
sure vessels, manholes and trenches.

Among the areas where OSHA is seeking
public comment are: how should confined
spaces be defined and classified for regula-
tory purposes; what support personnel are
necessary and what procedures should be
used for rescuing injured workers and what
is the safe minimum oxygen level in con-
fined spaces.

Comments on possible confined space reg-
ulations should be sent to: OSHA Docket Of-

ficer, Docket S-019, Room S6212, U.S. De-

partment of Labor, Washington, D.C. 20210.
The deadline for comments is Dec. 15.

Politics of abortion

stalls exemptions
from OSHA visits

WASHINGTON-Legislation to
exempt many small employers
from annual safety inspection by
the Occupational Safety and
Health Administration has been

stalled by the politics of abortion,
but is expected to pass Congress.

Both the Senate and House had

given tentative approval to legisla-
tion introduced by Sen. Richard
Schweiker (R-Pa.) that would

shield 90% of employers with less
than 11 employes from safety in-
spections by OSHA.

The Schweiker proposal was at-
tached to a federal appropriations

The Corroon  Black
Business Insurance Checkup:

It separates real
from imagined risks.

Do you sometimes lose sleep worrying about your risk coverage?
Do you occasionally have nightmares that something totally un-
expected will cripple your business? These are symptoms that
should alert you to have a checkup«by Corroon & Black. We're one
of the world's top ten insurance brokers. And one of the fastest
growing, too.

From customer order to consumer use, we'll diagnose allthe
potential risks for your business. Measure the financial impact of
each. Formulate a policy for controlling it. And prescribe a total
risk management program to match your company's needs exactly.
It's the approach Corroon & Black has used successfully for seventy-
five years, for companies of all sizes - all over the world.

Put the Corroon & Black team to work for you. Make an
appointment now. And get a good night's sleep.

For a Complete Checkup,
call Richard M. Miller, President, toll-free at 800-221-7024

(In New York, call collect 212-363-4100)

CB Corroon & Black
Wall Street Plaza, New York, New York 10005

Offices Nationwide and Worldwide

bill. An amendment sharply lim it-
ing federally paid abortions for poor
women also was attached to the ap-
propriations measure in the House.

The Senate has refused to accept
the House language on abortion,
preferring milder abortion restric-
tions. Efforts to reach a compro-
mise have stalled, suspending ac-
tion on the OSHA inspection pro-
posal as well as the appropriations
bill itself.

It's considered likely, though,
that sometime within the next

month the abortion controversy
will be resolved and the appropria-
tions bill-with the Schweiker

OSHA proposal-will be given fi-
nal legislative approval.

The Schweiker amendment,
which is backed by a coalition of
small business groups, would bar
OSHA inspectors from randomly
conducting safety checks of small

firms with less than 11 employes
and that have con*iled an annual
injury incidence rate of less than
seven for every 100 employes. The
rate is figured by dividing the num-
ber of injuries by the number of
employes,and comparing it to a
rate base of 100.

However, OSHA could continue

j to conduct health inspections at
the smaller firms and also could

make safety inspections in re-

sponse to employe complaints:
The Administration has- not ac-

tively opposed the Schweiker
amendment; it is, however, against 1
other anti-OSHA proposals, such
as one advanced by Sen. Frank '
Church (D-Idaho), who wants
OSHA to cease all small business

inspections.
Other congressmen want to go

even further. Rep. George Hansen
(R-Idaho) annually has introduced
legislation to abolish the contro-
versial safety agency, but that radi-
eal proposal_never has drawn wide-
spread support.
' Meanwhile, OSHA officials say

that despite persistent reports,
there are no current plans to issue a
new standard this year limiting the
amount of noise workers can be ex-
posed to in an average workday.

In 1974, OSHA proposed that
employe exposure to noise over an
eight-hour day be limited to 90 de-
cibles a day, with higher noise
levels permitted during shorter pe- ,
riods of time.

Some business groups fear a fi-
nal OSHA noise standard could

lower the noise level to 85 decibles,
which could cost businesses bil-

lions of dollars in engineering

changes, according to OSHA'sown
estimates.

However, an OSHA spokeswo-
man said no decision has been

made on setting the noise standard
at 85 decibles or any other level. •

Group life up
Group life insurance set up under i
new or revised group contracts in
July totaled $9.08 billion compared j
with $7.14 billion a year earlier. In- '
dustrial life insurance purchases in
July were $518 million, compared
with $494 million a year earlier. To-
tal purchases in July were $35.5 bil-
lion, compared with $28.7 billion a
year earlier. Group life insurance
purchases were $127.6 billion from

August 1978 through July 1979,
compared with $121.5 billion a year
earlier, and industrial purchases

were $6.05 billion, compared with
$6.25 billion. Total purchases were
$435.5 billion, compared with
$393.2 billion. All figures are face
amounts of insurance purchases.
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DAVIS, BORLAND & CO.
INSURANCE BROKERS

TWO WORLD TRADE CENTER, NEW YORK, N.Y. 10048 TEL: (212) 432-8800

Insurers underwrite

-ore ASO plans,
hea Ith study shows

WASHINGTON-Insurers are

underwriting more administrative
services only contracts and mini-
mum premium plans for employ-
ers attracted to self-insurance, ac-
cordingto the 1978-79 Source Book
of Health Insurance Data.

published by the Health Insurance
Institute.

About 14% of total 1977 insur-

ance company group business is
represented by ASO arrangements
and minimum premium plans.
These arrangements comprised
12% of total insurance company
group business in 1976 and less

Qfthe three
types OJ
packaged
insurance

two will be wrong
.for your.Brm
Can y,u identffy
them?

- you lave.0 answer "no
oany o-.lese c uestions,
you may lave boug T rle
wrong find 0- insurance
-or your ouslness.

YES NO

Two principles of
risk management
can trim losses

and lower your
insurance costs.

Do you know
them?

2
YES NO

3

Do you know
what elements to

look for in an
insurance

package?

YES NO

ofthe«five types
ofdeductibles,

do you know
which one is right

joryou?

4
YES NO

r

Do you know
the key questions
to ask an agent
or broker before

you buy
insumnce?

5
YES NO

If you answered "no" to any of these, you'd bet-
ter send for this free 32-page booklet: "What You
Should Know About Made To

Order Business Insurance t««
Packages' and get all *<©t533*q44
the facts you need -*="ne..+Aft#%p
on modern business

4,1

AT...
insurance packages.

© Tct
1962

The Continental Insurance Companies 11
subsidiaries of The Continental Corporation.80Maiden Lane, Neu, York N.¥.10038 

11
Send me your free 32-page booklet with all the facts
on modern business insurance packages

Name

Company

Street

City

StatA 7ip

Mail to: Corporate Communications, Dept.
The Continental Insurance Companies
80 Maiden Lane, New York, N.Y. 10038

11
11
11

J

11
11

than 5% before 1975.

Private insurers paid a total of
$43.1 billion in health insurance
benefits during 1977, 10.6% more
than in the previous year and
nearly 10 times the amount paid a
decade earlier, the report says.

The rising cost of medical care,

expansion of benefits and higher
utilization fueled the increase in

benefits paid, the study says.
Medical expense benefits, which ·

include payments under hospital,
surgical, physician's expense and
major medical insurance, totaled
$38 billion in 1977, 11.4%more than
1976. Insurers paid $17.6 billion
and $20.4 billion was paid by Blue
Cross/Blue Shield and other

hospital-medical plans.

At the end of 1977, some 179 mil-

lion persons were covered by hos-
pital expense insurance, a 22% in-
crease since 1967. More than 167

million had surgical expense insur-

ance, a 20% growth in a decade.
More than 160 million had phy-
sician's expense coverage and 139
million had major medical cover.

Nearly nine out of 10 civilian
workers-82 million-had some

form ofdisability income coverage.
About 65 million were covered by
short-term protection from insur-
ance policies or other formal ar-
rangements, and 19 million were
covered by long term policies.
More than two million were cov-

ered by both.
About 54 million persons were

protected by dental insurance by
the end of 1977, and 32 million of
these were insured by group poli-
cies, three times the number five
years ago. Blue Cross/Blue Shield
covered five million and the re-

maining persons were covered by
either dental service corporations
or union self-insurance trusts.

Approximately one out of every ·
six civilian, noninstitutional Amer-
icans was admitted to a commu-

nity hospital in 1977. Community
hospitals, defined as nonfederal,
short term general and special hos-
pitals, account for 83% of all hospi-
tals and handle more than 92% of

all admissions. An average of
93,900 persons entered community
hospitals each day in 1977 for a to-
tal of 34,273,400, a 12% increase ·
over 1972.

During 1977, health insurance
premium income of all private in-
suring organizations amounted' to

$51.9 billion. Insurance companies
earned$28.7 billion in premiums in
1977; Blue Cross/Blue Shield and .
other hospital-medical plans
amounted to $23.2 billion.

In the public sector, the amount
of health spending has grown to
42.1% of total national health ex-

penditures (public and private) in
1977, from 33.1% in 1967. Federal
expenditures for health care are
more than double state and local

expenditures and account for more
than 12% ofall federal spending, up
from 5% in 1967.

The majority of federal health

spending, 84%, is for services to
seven major groups: low-income

individuals and others eligible for
Medicaid; persons older than 65;
military personnel and their de-
pendents; veterans; federal civilian
employes; native Americans, and
workers who sustained medical ex-

penses for on-the-job injuries while
covered by workers compensation.

Nearly 3.3 million federal em-
ployes and annuitants were cov-
ered, as well as more than six mil-
lion dependents. Total expendi-
tures for civilian health programs
totaled nearly $1.7 billion. •



House panel to study longshore bill
WASHINGTON-A congres-

sional committee will begin hear-
ings this week on legislation de-
signed to reduce the skyrocketing
cost ofthe federalLongshoremen's
and Harbor Workers Act, which is
drowning shipping and steve-
doring companies.

Legislation introduced by Rep
John Erlenborn (R-Ill.), to be taken
up by the House Education and La-
bor Committee at hearings Nov. 13-
15, would trim benefits and fill
loopholes in the act that have
pushed up costs to staggering
levels.

"The introduction of the Erlen-

born bill (H.R. 2448) is a recogni-
tion that some members of Con-
gress are aware ofthe need to coun-
terbalance generous benefits with
reasonable controls to curb over-

utilization of the system," says Les
Cheek, vp-federal affairs for Crum
&· Forster.

Shipping and stevedoring com-
panies are finding it difficult to af-
ford and sometimes find insurance

to· cover their exposure under the
federal act, said a spokeswoman
for the Alliance of American Insur-

ers, an industry trade group.
The Erlenborn measure, backed

by an informal alliance of insurers
and employers, would reverse re-
cent court decisions that have ex-

tended the scope of the actto cover
a huge class of workers.

In one such decision, the Su-
preme Court ruled that the long-

shore act covers not only sailors in-
jured at sea, but also applies to
maritime workers injured while
stripping cargo in dockside ware-
houses (BI, July 11, 1977).

That decision was a bitter and
costly blow to terminal operators,
since benefits payable under the
federal act are more than double

the benefits payable under many
state workers compensation pro-
grains.

Rep. Erlenborn's bill would take
thestingout ofthat 1977 court deci-
sion by specifying that the reach of
the federal longshore law only ex-
tended to the "point of rest," the
spot where the cargo comes offthe
ship and is put on the ground.

In another court decision that
sent a collective shiver down the
spines of insurers and employers,
the Supreme Court ruled earlier
this year in the "Rasmussen case"
that widows are entitled to up to two-
thirds of the deceased workers'

weekly salary (BI, March 5).
Rep. Erlenborn's measure would

limit survivor's death benefits to
the maximum placed on disabiUty
benefits: 200% ofthe national aver-
age weekly wage, subject to a
weekly maximum of$426.26. Since
some maritime workers are ex-
tremely well paid, making as much
as $800 a week, the cost savings
resulting from the new limitations
on death benefits would be sub-
stantial.

Elsewhere, the measure would

Benefits can't be lost

-hen plans merge: IRS
NEW YORK-Benefit plan par-

ticipants can't lose under final IRS
regulations governing mergers and
consolidations of plans and trans-
fer of plan assets and liabilities.

The rules, finalized recently, re-
quire that the benefits a participant
would receive from the plan, ifter-
minated immediately after a
merger, consolidation or transfer,
must be equal to or greater than
those he would have received if the

plan had terminated immediately
before, according to Johnson &
Higgins's benefit newsletter.

The requirement is effective for
changes in plans occurring after
Sept. 2, 1974.

A merger or consolidation is de-
fined as the combining of two or
more plans into a single plan. In a
single plan, all assets are available
to pay benefits to employes cov-
ered and their beneficiaries.

A single plan may be funded
with allocated insurance contracts,
have different benefit structures
for employe groups, use more than
one plan document, invest its as-
sets in more than one trust or annu-
ity contract or maintain a separate
accounting ofassets for cost alloca-
tion purposes. A plan is not a single
plan if a portion of its assets is not
available to pay benefits to all cov-
ered employes or beneficiaries.

Generally, a merger of defined
benefit plans meets the require-
ments if each plan has assets suffi-
cient to cover the present value of
all accrued benefits. A spinoff
(splitting) o f a defined benefit plan
is satisfactory if all the accrued
benefits of each participant are al-
located to only one of the spunoff
plans and each plan has assets at
least equal to those that would
have been allocated if the plan had
terminated before the spinoff.

RBH acquisition
Rollins Burdick Hunter has ac-

quired The Horton Agency Inc. in-
surance broker in Oklahoma City.
The agency is now Rollins Burdick
Hunter of Oklahoma Inc.

For defined contribution plans, a
merger or spinoff is satisfactory if
each participant's account balance
after the merger or spinoff equals
his balance before, and plan assets
equal participants' total account
balances. •

limit annual increases in compen-
sation benefits to 3%. The current
limit on benefit increases is based
on increases in the national aver-

age weekly wage. This indexing of
benefits to salary increases is resul-
ting in costs going -right through
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the ceiling," says Crum & Forster's
Mr. Cheek.

Finally, the measure would place
a flat $100,000 limit on all cases ex-
cept those involving total perma-
nentdisability or death. There is no
such limit now. •

CPCU CANDIDATES

Be better prepared for the
CPCU exams with

THE IURNHAM SYSTEM
Money-back guarantee

Send for information. Specify parts
you've taken and parts you've passed.

Raymond M. Burnham, CPCU, CLU
c/e Burnham Insurance A,ency
POB 426A, Southbridge. MA. 01550

or call (617) 764-4301

x Available NOW!

 AF 111,IssaSS'Exec utive 1<.+-- Medical Reimbursement Plan 
i Total Healthcare %

For ONE 2

2 or More Executives 
 For / Employers ......................1• I would like information of your

I Brokers 'Yes FULLY INSURED Executive .

 Administrators  Medical Reimbursement Plan.
I Name

CRM Insurance Marketing, Inc. Address

3185-J Airway Avenue

Zip t* Costa Mesa, CA 92626 (714) 979-4470 I 0 Employer ¤ Administrator ¤ Broker

=01RTS 1
FEATURING TIPS FOR ARMCHAIR ATHLETES

24¢91*2*Y750*116

24

License 8-137

4

'.1//-1 r- kgy</61

41-91.In.Imi

Nli \1-=

122«
45 9444£4 Pai(MwI*tz,
:i31*72(k4,464
ti4abfrAA#©.

And here's a tip for special
team assistance:

Brown Brothers Adjusters
has over 150 adjusters who
are trained to give special
service whenever you need
it: full time, partial investiga-
tion, temporary assistance,
special risks or self-insureds.
For a victory over adjusting
problems-whatever the
field-call in the special
team from Brown Brothers.
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Model bill reiects time limit
on liability of manufacturers

By JERRY GEISEL

WASHINGTON-In its final ver-

sion of the model product liability
bill, the Commerce Department re-
jects the business community's
plea that a manufacturer's liability
be cut off after a fixed number of

years from the time a product was
sold or manufactured.

Instead, the department is stick-
ing to its original recommendation
that makes it tougher for injured
consumers to collect damages 10
years from the time a product was
put into use, but still leaves manu-
facturers potentially liable in suits
involving very old products.

Butmostemployers and insurers
will welcome the department's de-

cision to drop a provision in an ear-
lier draft of the bill that for the first

time would have linked product li-
ability suits to the workers com-

pensation system. The reversal on
the workers compensation issue
was reported exclusively in Busi
ness Insurance (Oct 15)

"All that would have done is take

the problems that have arisen in
productliabilityand dumpedthem
into the workers compensation
system with the result of instead of
reducing transactional costs, you

actually increased them," said
Dennis Connelly, counsel for the
American Insurance Assn.

The final bill also revises the sec-

tion on comparative responsibility,

Cl ,
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spelling out in greater detail that
the consumer's right to recover
damages is limited if the product
was misused, altered or conformed

with government safety standards.
Reducing awards to the e xtent a

product was misused is "ve-y help-
ful," said L. West Shea, treasurer of
the Material Handling Institute, a
Pittsburgh-based researc h group.
"No longer is there a b-ank check
on recovery."

The model bill, published Oct. 31
in the Federal Register, -s designed
for state action. It is an attempt to
end current inconsistencies from

state to state in the tort litigation
system, a factor insurers say causes
uncertainties in measuring prod-
uct risks and contribites to in-
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creased product liability insurance
prerr.iums.

Uriform state product liability
laws would give Insurers the pre-
dictability they saq is needed to as-
sess and quantify product expo-
sures, the Commerce Department
says.

But whether s:ate legislatures
will support the final model bill re-
mains to be seen; the first bill had
only limited impart.

Co:lnecticut's new product lia-
bilitylaw incorporated much of the
first model bill. But three states

that enacted product liability mea-
sure= after the first model bill was

unve.led in January-Alabama,
North Carolina and North

Dakota-took rad ically different
approaches to tort reform than the
Commerce Department suggested.

The Wisconsin legislature, how-
ever, has been wai:ing for the pub-
lication of the final model bill be-

fore zaking any action to amend its
tort l;w andotherstates withpend-
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THE EYES OFAWARENESS. IN THE RIGHT PLACE
THEY COULD CHANGE THE WAY YOUR BUSINESS OPERATES.

On a sprinkler valve they can
carry the simple message "keep it
open". On lift trucks they can tell
drivers "see that the aisles are clear".

In a hundred places, in thousands
of businesses everywhere, The Eyes
ofA wareness can remind employees to
"think, be alert and aware on the job".

In fact, The Eyes are doing
exactly that right now. This compre
hensive loss control campaign is fast
becoming international and serving

businesses of every conceivable size
and kind.

With the proper support from
company management down to the
hourly worker, The Eyes ofAwareness
are bringing new awareness of the
problems created by loss. Better yet,
they're encouraging positive response
and action from employees.

Indeed, a positive outlook is part
and parcel of The Eyes campaign. It's
challenging, upbeat, contemporary and

smart. If your firm isr.'t yet involved.
learn ail the facts from your Factory
Mutual representative

It could mean a change for the
beter at your firm.

Allendale Insurance

Arkwrigft-Boston Insurance ·
Philadelphia Manufacturers Insurance
Protection Mutual Insurance ©Factoly Mutual System 1979

ing product liability bills may take
a closer look at the final bill than

the earlier draft.

Victor Schwartz, the Commerce

Department official who directed
drafting of the model bills, hopes
the measure"will be given close at-
tention by large states where there
are a lot o f product liability claims
and momentum will develop to
pass mAjor sections which will
help stabilize the product liability
situation."

But the department's decision
not to cut off all employers' liabil-
ity after a certain number of years

is bound to fuel controversy.
Business groups, in their letters

to the department commenting on
the first model bill, contended lia-

bility has to run out after a fixed
period o f time after a product was
sold-probably 10 years-in order
to give the predictability insurers
say they need to measure risk.

"Our position is that a fixed stat-
ute of repose is needed to cut off
the so-called long tail problem,"
said Reg Beane, director o f govern-
ment affairs for the Risk & Insur-

ance Management Society. "We
think (a statute of repose) is critical
and any legislation should have it.
They have not addressed a critical
area," he said.

A Commerce Department
spokesman, who said he under-
stood this argument, countered
that a fixed statute of repose could
in some instances unfairly deny
compensation to an injured con-
sumer. For example, if the period
of liability began from the time a
product was manufactured, as
some business leaders advocate, a

plaintiffcould be barred from com-
pensation simply because a defec-
tive product was stored in a ware-
house and not put into use until af-
ter the liability period expired.

In the final model bill, the de-
partment has tried to strike a com-
promise between consumer advo-
cates, who oppose liability time
limits, and business groups, who
favor limiting liability to a specific
time.

The department recommends
that 10 years from the time a prod-
uct is first used it would be pre-
sumed non-defective, requiring
the plaintiff to provide "clear and
convincing evidence" that a prod-
uct defect caused an injury.

However, in cases where the in-
jury is caused by prolonged expo-
sure to defective products, the
10-year limitation on suits would
not apply.

In another controversial area, the
department removed a provision
that would have dramatically al-
tered the workers compensation
system by allowing an injured
worker to collect full wages from
his or her employer, rather than
just the workers compensation
benefit, and prohibiting him or her
from suing the product manufac-
turer.

That drastic alteration of

workers compensation would have
applied to accidents· occurring

more than 10 years after the prod-
uct that caused the. injury was first



Victor Schwartz, the Commerce Depart-
ment official who directed the drafting of
the model bill, hopes it "will be given close
attention by large states where there are a
lot of product liability claims and momen-
tum will develop to pass major sections
which will help stabilize the product liabil-
ity situation."

sold.

Increasing the liability of em-
ployers by allowing some injured
workers to collect the full loss of

wages worried insurers, who
warned that adding new exposures
could force huge hikes in workers
compensation premiums.

The Commerce Department ac-
cepted the insurers' argument, not-
ing that workers compensation
boards that determine the amount

of damages are not equipped to de-
termine whether a product was de-
fective or not, a department
spokesman said.

The final bill makes it clear that a
product liability award can be re-
duced to the extent consumer mis-

use or unsanctioned product alter-
ation contributed to an accident.

Awards also would be reduced by
the amount of compensation an ac-
cident victim receives from public
sources such as Social Security.

The model bill also establishes
that a manufacturer does not have

to warn of obvious dangers in us-
ing a product.

As in the earlier draft, whole-

salers and distributors generally no
longer would be caught in the
product liability net. They would
only be liable if the manufacturer
were insolvent or if they were
given a reasonable opportunity to
discover a product defect that
caused an accident.

To reduce the backlogofproduct
liability cases in the courts, the bill
recommends all cases in which the

damages are less than $50,000 be
resolved through binding arbitra-
tion. Arbitration boards would

consist of an attorney or retired
judge, a lay person and an expert in
the field in which the accident oc-
curred.

Manufacturers still could be

punished by a punitive damage
award if they showed a "reckless
disregard" for product users. Al-
thoughjuries would decide if puni-
tive damages should be imposed,
the amount of damages would be
determined by a presiding judge.

Before deciding whether to
award punitive damages, a court
would be expected to consider the
financial condition ofthe manufac-

turer as well as the effect of the

"misconduct" on profits.
To cut down on the number of

unjustified product liability suits,
the model bill recommends that a

plaintiffor defendant or their attor-
neys participating in a frivolous
lawsuit or defense be forced to pay
legal costs for the opposing party.

The model bill takes aim at pain
and suffering awards, imposing a
$25,000 cap on such awards unless
a plaintiff suffers permanent seri-
ous disfigurement, impairment of
bodily function or permanent men-
tal illness.

Finally, the bill requires that an

injured plaintiff file suit two years
from the time of injury and that
manufacturers' liability does not

extend beyond a product's "safe
life."

Still to come is a comprehensive
study on insurance rate making
practices. This study, known as the

"Barrett RepOrt," is expected to be
published at the end of the year,
Commerce Department officials
say. .
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mation they need through the use

House panel seeks changes ment expertise cr loss prevention of proper discovery methods," Mr
efforts Mack said

Instead, the C)mmerce Depart- Mr Mack also said he found it
ment's regulatory authority should puzzhng and perhaps hypocritical

in risk retention legislation be limited to setting standards for that some insurance groups have
reserves to pa claims, while "free opposed the risk retention pro-
market condit_ons, such astte self- posal (BI, May 14) "They (insurers)

By JERRY GEISEL spelled out in greater detail ticiNate in a risk retention pool, bit interest of parti-lpants and pres- testify in Washington that there lS
By talloring in:ulance regula- no cne could answer sure from excess and reinsirance no problem, yet in the various state

WASHINGTON-Members of a tions to meet the needs of busi- Ano.her Commerce Departmer.t markets, shou_d oe left to regulate legislatures they sound the alarm
House panel considering the nesses forming the own insur- proposal to control high-priced lia- all other functiors of these r-sk re- of a product liability crisis They
Administration-backed Risk Re- ance cooperatives and al owing bility insurance-creating a model tention units,' Mr Beane sa_d refuse to provide coverage that
tention Act want several problems them the same ta). dedLctions product liabihty .aw to ena the cur- over one-half of our members can

cleared up before taking action on companies are grven for pLrchas- rent uncertainties in the tort law- Mr. Mack c f the National Ma- afford and m the next breath they

the measure that permits busi- ing insurance from commernal in- was unveiled last Januar> and re- chine Tool Bulders Assn recom- tell our members that they don't
nesses to pool their product liabil- surers, more competition w111 be vised and published in final form mended the sutcommittee add a want them to help themselves "
tty risks under a federal charter injected into the insurance market- late last month FSee story p. 34.) provision making it clear that an- But Rep. John LaFalce (D-N Y ),

Rep James Broyhill (R-N C ), a place, the Commerce Department While the business groups nual reports filec by the risk reten- who also testified before the sub-
member of the consumer protec- believes testifyi-lg before shesubcommittee tion groups wol=ld be kept confi- committee, said the opposition of
tion and finance subcommittee overwtelmingly favored the rlsk dential and be exempt from the some insurers to the federal pool-
that has jurisdiction over the pool- The department says risk reten- retentiz,n legislation they also Freedom of Information Act ing arrangements was to be ex-

ing legislation, wants written as- tion pools will counteract a major urged -he House panel to consider An exemption from the 1974 law pected -Considering one of the
surances from the Treasury De- factor contributing to the nation's severa_ revisions m the proposal that opened up many federal rec- purposes of the bill-the promo-
partment that contributions to the product hability proolems panic Mr Beane o f RIMS, for example. ords to public scrutiny is needed, tion of competition among pro-
pools are tax deductible pricing by insurers opposed giving he Commerce De- lest the Commerce Department be- viders of product liability

Rep Matthew Rinaldo (R-N J ) is Severa- congressmen asked how partment the power to regulate a come a "fishing pond for plaintiffs coverage-this opposition is not
worried that trade associations many businesses would likely par- r.sk retention group's manage- lawyers, who can obtain the infor- surprising "
sponsoring federally chartered
product liability pools might re-
quire members to purchase other
association services as a prior con-

dition for participation
Mr Broyhill and Mr Rinaldo

voiced their concerns when Con-

gress began the frrst of what is ex-
pected to be a series of hearings on
the proposal drafted earlier this
year by thf, Commerce Depart-

- A
.. - ...

ment
-.

Insurers are expected to outline ..

their opposition to the plan later ..
Government sources are opti-

mistie that the poohng legislation .

will be approved by the full House - .

committee before the year is over
But the picture remams much

a

more uncertain in the Senate,
where the Commerce Committee

has yet to schedule hearings
-- -

During the House hearings Oct
18 and 19, an informal alliance of
business trade groups such as the
National Assn of Manufacturers,
the National Machine Tool

All
Builders Assn,

ied Products Institute and the

the Machinery and
0 -

+

Risk & Insurance Management So- t- 1.1 4- 9

ciety made a strong pitch for the Lili 'P' '

legislation, but also asked for 4-L r
changes in it ' rsjk<f , , A

Federally chartered pools "offer
capital goods manufacturers relief
from (insurers') panic pricing and

quitable msurance rating f" said James Mack, pub-
.lic affairs director of the machine

tool builders

Pools "will be of significant as-
sistance to small to medium sized 3«

manufacturers with escalatmg
product liability msurance pre-
miums and policies with larger de- '. €1 1 6:
ductibles or retention levels," Tadded Reg Beane, director of gov- I U
ernrnent affairs for RIMS :.4,«ES.f....': < +.

Drafted by the Commerce De-
partment and endorsed by the Car-
ter Administration, the proposal
would allow firms to band together
as "risk retention groups," pooling - * *1. **,814'' 4 ', ,

all or a portion of the participants' L .

product liabihty exposures
,b

The risk retention groups would
be exempt from state Insurance
regulations and instead would be
regulated by the Commerce De- fpartment -4 ;

Before deciding whether to allow
a risk retention group to operate, 1

the Commerce Department would
review the group's assets, reserves, 4

loss prevention efforts and man- FROFT it':=

agement expertise
¥

Premiums paid into the risk re- ....5. , : >.,1''YS.1>t*
tention groups would be tax de-
ductible if spreading and sharing

dll r

of risk satisfies Internal Revenue jr

Service requirements, according to

the Commerce Department Rep
Broyhill wants these requirements

... ... ..

INA office
Insurance Co of North America

has established an office in Las Ve-

gas to serve agents and policy-
holders m Southern Nevada



LOS ANGELES-Insurance

companies report a swarm of let-
ters from claimant attorneys
threatening action against them
under the controversial Royal
Globe decision.

The decision by the California
supreme court basically opened
the door to third-party actions
against a defendant's insurance
company for violating California's
unfair claims settlement statute
(BI, May 14).

A recent San Francisco superior
court case also cited the landmark
decision of Royal Globe vs. Supe-
rior.

But efforts to overturn the Royal
Globe decision with legislation
have so far failed. A bill (S.B. 483)
to overturn the decision went
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Royal Globe ruling sparks threats of suits
By RHONDA L. RUNDLE down in defeat 10-6 in the assembly

ways and means committee in the
closing days last month of the
state's 1979 legislative session.

The bill's sponsor, Sen. Robert
G. Beverly (R-Manhattan Beach),
says he's talking with insurance
contacts to decide whether he will

ask the fiscal committee to recon-

sider it when the legislature
resumes Jan. 7.

The bill passed the senate June 1,
but "ran into a buzz saw in the as-

sembly," Sen. Beverly said,"where
it was heavily opposed by the Trial
Lawyers Assn. and someconsumer
groups."

In a slightly revised form, the
measure might fare better next
time around, said Steve Seymour,
legislative liaison for the Assn. of
California Insurance Cos. The

group represents about 25 property

n

3

I 

and casualty underwriting firms.
"Several legislators wanted to
amend S.B. 483 to preserve first
party rights, if any, that may have
been created by the Royal Globe
decision," Seymour said.

Gov. Jerry Brown hasn t yet
taken a stand on S.B. 483. says Rob-

ert Moore, legislative assistant to
the California chief executive "He
is aware of the issue and will take a

closer look if the bill is revived."

TheRoyal Globe decision is op-
posed by the insurance industry
because it opens a Pandora's box
of new and vague liabilities for in-
surers.

The state's highcourtruled thata
plaintiff may sue the defendant's
insurance company for violation of
section 790.03 of the state's insur-

ance code dealing with unfair

claims settlement statutes. Pre-

viously, third parties needed an as-
signment of rights to sue an insur-
ance company directly.

Royal Globe also determined it
was not necessary to show a pat-
tern or course of action by an in-
surer to establish violation of the
unfair claims settlement statutes.

A single incidence, out of 15 enu-
merated acts specified in section
790.03, could constitute bad faith.

The single violation doctrine
opens the door to policyholder
suits against an insurer if bad faith
can be shown, judged by a single
violation of the unfair practices act.

Although industry eyes have
been sharply focused on the poten-
tial for the Royal Globe decision to
unleash third-party actions against
defendants' insurance companies,
one of the first trial cases to cite the

©1979

decision is a first-party case.
California FAIR Plan Assn. won

an action brought against it by a
policyholder, Zef Lejak, under the
Royal Globe decision, says John B.
Hook, partner in the San Francisco
and Los Angeles law firm of Long
& Levit that represented CFPA.

The jury accepted CFPA's con-
tention that the policy was void be-
cause the policyholder exagger-
ated his claim and made false state-

ments on his sworn proof of loss
and sworn examination. The jury
also found there was no bad faith
on the part of the insurer in the ad-
justment and investigation of the
loss and in the settlement negotia-
tions preceding the filing of suit.

Although the cost of fighting its
policyholder through three and
one-half weeks of trial and more

than five years of preparation ex-
ceeded the policyholder's demand,
Mr. Hook said his client believed
the intensive defense was worth-

while in order to discourage false
claims.

Mr. Hook, who represents many
insurance companies, said his cli-
ents are "seeing more and more
phony and inflated claims accom-
panied by threats of bad faith and
complaints to the insurance de-
partment, made in order to 'black-
mail' insurance companies into
paying such claims."

Other industry experts agreed.
"We have had reports from insur-
ance companies receiving many
claims letters that make 'oblique
references' to Royal Globe," said
Mr. Seymour with the Assn. of Cal-
ifornia Insurance Cos. The gist of
these letters is that "unless you set-

tle now, we will deem you in bad
faith under Royal Globe."

The implications of Royal Globe
go even further. "California liabil-
ity insurance companies can now
look forward to increased ex-

penses for its adjusters in provid-
ing full investigation of claims in
order to protect themselves from
claims of bad faith," says Frederick
J. Fisher, vp and manager of Miller
& Gilbert of Southern California, a
claims adjustment firm based in
San Francisco.

"We have changed our claims
practices as a result of Royal
Globe," Mr. Fisher continued.
"When we settle a claim now, not
only is the defendant on the re-
lease, but also the insurance com-
pany and our office."

In addition, Mr. Fisher foresees
an increase in litigation which pre-
sumably will also contribute to an
increase in liability insurance pre-
miums. There may even be an ap-
plication to reinsurance, he says.

In a curious footnote to S.B. 483

and Royal Globe, the Los Angeles
Herald Examiner and Harry Boyd,
general counsel for Swett & Craw-
ford Group, traded editorial ri-
postes in the paper's pages from
July through mid-September.

The Herald Examiner editorial-
ized vehemently against S.B. 483,
saying it was "a bill meant to de-
privethe people ofCalifornia ofthe
best legal tool they have to force
insurance companies to deal fairly
with policy claims."

Responding to a series of pro-
S.B. 483 editorials, Mr. Boyd wrote
published letters criticizing both
the paper's apparent misunder-
standing of the proposed law and
its accusation of evil intent.

"I was less disturbed by their
stand on the bill than by their un-
justified attack upon an entire in-
dustry," Mr. Boyd said. •

$12.5 million losses
Wind and hail in storms that struck

parts of Texas and Kansas on Oct.
15-16 and Oct 21 caused insured

losses estimated at $12.5 million,
the American Insurance Assn.

says.



- . 9

J 2 -'F i

d ''Ev'

6
3 /

L

-

m

4

-
14*IL /

r.- 1,

, 1 .

..

il?

d Ik

FE
f

51

F-
1 .

,'L_11

f 1. t
.

1.

.a

D+· -
1

- .

-4= 4
.

4

ft-- --
K =--

6
4

11

14

28 -

17//77/4.
)r

-

3

-

ISr
.

9,m.
/. .

:E'.r I. iD

3: 4' *3 -
-.

..'l l

1 -*EFN< ·
./

1

/

.r

.

4

91 . 10- '

-.

IIi.

f
-1

-

It

-- ja-

.r'
52 5 E

. .

-

- , NA/54, '1

,

-b --

£ 31 Y -4 , ..

L.

----- 1
a ./

16.1 ,S
-

-

- sY f v
-T .-

4

Rd/&4$ -. 1-1 '. e $050.

'i- : E-
2 33./

-
? 3.

'f'.ty *a

7 44

,- ..
2 &

I *E 2,+ l#/I"//,""1
4 i .#- 2 4

Ir

14

.M- 4

Jil , · I
lf'

-
%»

11<, Ar, A- ,r

.

4,1

q F
1

lili
L *4 0 . 41' .. 5'W

4I 1 1 11.
,

.

+

.
,,

:r

111

4 'F, 4.1dia

:izg--:sa It r



The indomital*
Few people share the Sherpa's reputa- different needs; companies that have

tion for dependability. Fewer still will ever become and remained our clients because
dare face as mighty a foe as the Himalayas. of their,commitment to maintain acceptable
After all, to handle such a nemesis takes a loss control standards. The success of
lot more than raw ........23.i......,//I)./."Irif'... these client relation-
courage. It takes the F  >st-Sffim.ir v y .1 ships has continually
capacity to protect B ;.. 4 ... .... ;increased our capacity.h

others against monu- b It has allowed us to
r , 4. ,

mental risks. The -·i » 1 -3-3 provide broader cov-'fts.

capacity to keep peo- /, erages as well as
ple going in the event 4 0 more extensive
of serious injuries or .. . ..' I . I services.
losses. It takes, in fy I ..,381/I]t i. I As a result,
short, a specialist. * f.,rs©*1 5*60.2. # . Allendale now insures

In today's indus- a significant majority
trial environment, the of both the Fortune

' capacity to cover sub- 500 and the Canadian
 stantial risks is no less important than it is Top 200 industrials. In addition, sev-
on the icy footpaths of the Himalayas. But to eral of the largest corporations in other
gain this capacity is no small task. It takes parts of the world have chosen us for
years of success in meeting the needs of coverage.

a wide variety of insureds. It requires the Perhaps your problems are notas
ability to recognize and understand the threatening as·the Himalayas. Nevertheless,
particular perils that an individual company we believe you'll be glad to know that what-
might, or will, encounter. It takes, in a word, ever these problems are, at Allendale we
a specialist. won't take them lightly. Allendale Mutual

For over 140 years, Allendale has Insurance Company, Allendale Park, John-
been working with companies having widely ston, Rhode Island 02919.

;|im m 1 1

Allendale Insurance
Theproperly insumnce Spedalists.
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Employers fuel prod uct litigation:
NEWYORK-Employers should

stop "siccing" employes on prod-
uct manufacturers to recover

workers compensation subroga-
tion liens, argues a leading product
liability defense attorney.

More product liability trials are
being won by the defense than by
plaintiffs, but defense costs often
run several.times greater than the
value of a claim, said Daniel J.
Ryan of LaBrum & Doak, a Phila-
delphia law firm.

A great deal of this expense re-
sults from employers and their

EE!1 IRVINE*
(714) 851 9122

workers compensation insurers
seeking to shift the cost of work-
place injuries back to vendors who
supplied the products years before,
he said.

Mr. Ryan, chairman of the De-
fense Research Institute, a consor-
tium of attorneys and insurers in-
volved in the defense o f product li-
ability suits, madehis remarks at
the 10th annual Product Liability
Prevention Conference sponsored
by several safety and engineering
societies.

Most jurisdictiOns permit subro-

gation of compensation claims ex-
penses against product manufac-
turers and other third parties, Mr.
Ryan noted. And employers and
their insurers assist and often en-

courage employes to file a suit
against manufacturers.

"Subrogation liens for workers
compensation should be done
away with," Mr. Ryan said. "Insur-
ance carriers should bite the bullet.

and recognize the original intent of
workers compensation."

The Commerce Department had

originally provided in its model
product liability bill that workers
compensation be the sole source of
compensation for work place inju-
ries involving products, but

dropped that provision in response
to objections from insurers (BI,
Oct. 15).

Defense costs are a mgjor prob-

lem in product liability cases, Mr.
Ryan said. Cases against entire in-
dustries, such as asbestos, have
created "unbelievable" legal - ex-
penses, Mr. Ryan said. The cost of
defending asbestos claims has run

NEW YORK

(212) 227·6880
PHILADELPHIA

(215) 925-6070

MIAMI

(305) 592 8066

The industry's only

tioonknmionmi
Surplus Line Broker

With our exclusive "Localnational" necessary to do the job. On those
approach to serving independent agents occasions when your account requires
and brokers, you get all the advantages extra effort to obtain the results you
of quick, local contact and service. Each need, there's strong, national
local office is autonomous. And, a local cooperative support from the Managers
company Manager calls the shots. He's of all locations. You can bet one of

his own top decision maker. He can give them has a solution to your problem.
your accounts immediate attention. It's easier to do business with the
And, he does. "Localnational" company. Immediate
Today's excess and surplus business local response from a top decision
requires careful planning and the right maker with substantial national support.
markets. Only a firm with national When you need us, we respond with
buying power can deliver the markets solutions, not excuses.

*Ask about H&W Risk Management Services

-OF -H&W INSURANCE SERVICES
EXCESS/SURPLUS LINE BROKERS

df, Los ANGELES: 16255 Ventura Boulevard • Encino, California 91436(213) 990-3040 --j

Lawyer
18 times greater than the total paid
out in claims settlements and

awards, he contended.
Virtually every defense law firm

in every m4jor city has established
separate departments to deal with
such cases. Law firms have found

themselves forced to take deposi-
tions by committee to control ex-
penses and time, he said.

In P.hiladelphia, where Mr. Ryan
practices, "there isn't a courtroom
big enough" to house all the attor-
neys involved in one ofthese cases,
he said.

Other cases involving more than
one defendant have proven costly
as well. Attorneys foreach party of-
ten battle among themselves and
try to shift blame elsewhere.

Mr. Ryan cited one case in which 
three days afunsuccessful negotia-
tion to achieve a settlement left the
parties less than $10,000 apart. Wit-
nesses had been flown in from as

far as Japan in anticipation of a
trial that was put offbecause ofthe
time wasted on negotiations. Be-
twen $25,000 and $30,000 had
been spent in vain on legal ex-
penses, Mr. Ryan noted.

Defense attorneys have de-
ployed special settlement tech-
niques in such cases to transfer the
cost of a claim to another defen-

dant. Defense counsel for one de-

fendant offers the plaintiffa settle-
ment and assists the plaintiffs at-
torney in seeking recovery from
the other defendants, he said.

Should the plaintiffs attorney
win the case, he refunds the settle-
ment to the defendant who as-

sisted him. If the plaintiffs attor-
ney loses, the plaintiff keeps the
settlement offered.

Mr. Ryan said use of special set-
tlementtechniques was "reprehen-
sible and wrong," but said he had

used a variation of the technique
on occasion.

The Federation of Insurance

Counsel has proposed that a single
counsel be employed in multiple
defendant cases and that insurers

arbitrate among themselves their
portions of any settlements or
awards, Mr. Ryan noted. But, he
doubted this proposal would be
adopted because many defendants
have retrospectively rated and self-
insured programs.

Carefully selecting expert de-
fense witnesses in product suits, is
important, Mr. Ryan stressed. Ex-
perts on one subject who diversify
and testify on another should be
avoided, he said. Top experts on a
topic, however; sometimes are not
desirable witnesses because they

are inarticulate, arrogant or suffer
from "stage fright," he said. ,

Mr. Ryan said he pre fers to hire a
generalist to work with a specialist
and have them "learn from each

other so they can put together a de-
fense that's articulate and techni-

cally competent."
Plaintiffs' attorneys tend to hire

generalists who are easy-mannered
and likable witnesses, Mr. Ryan
said. Developing background files
on such witnesses is beneficial to

the defense since "hopefully the
witness will have testified often

enough (on different products) for
the defense to be able to show he's

a prostitute." •

New officers

The Insurance Library Assn. of
Boston has elected new officers

and trustees for the followingyear.

Officers are Maurice H. Saval of

Maurice H. Saval Inc., president;
Frederick J. England Jr., immedi-

ate past president; Stephen J.
Paris, vp; Tobelynn Gerard, secre-
tary, and Miles J. Leavitt, trea-
surer. New trustees are Margaret
Black of Marsh & MeLennan and

Richard L. McDowell of Suffolk

University.
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Sutherland
Page & Co. Inc
REINSURERS

New Offices

10 Post Office Square
Suite 960

Boston, Mass. 02109
(617) 542-5700

Objective, Independent Claims and Underwriting Services for
UNDERWRITING SYNDICATES E&5 CARRIERS SELF-INSUREDS BROKERS

INSURERS

Domestic and International

Our Services include

RESERVE ADEQUACY SURVEYS UNDERWRITING REVIEWS IBNR STUDIES

CLAIM AUDITS SYSTEMS AND PROCEDURES PRIMARY/EXCESS PROBLEMS

CLAIM MANAGEMENT AGGREGATE EXPOSURES THE Claims SlipsM
Contact our experienced staff

BTL's

Group Pension Department
Features...

• IRS Approved Money Purchase, Profit Sharing and Defined Benefit
Prototypes

Lloyd's woes fail S
to dampen optimism
of British brokers 9

NEW YORK-Despite giant ability insurance," said Mr. Teale. S
computer leasing insurance claims Europe, through a European Eco- 1*
and the failure of the Sasse syndi- nomic Community proposed direc- 19
cate, Lloyd's of London hasn't lost tive, is moving closer to absolute *,
its dry, whimsical British opti- liability for manufacturers, but 19'
mism, according to a London bro- that will not be bad if "sanity is al- f
ker association executive. lowed to prevail," he said. f

In a wide-ranging chat with Alan The U.S. experience in product K
Teale, secretary of the British In- liability litigation is a "legend unto fS
surance Brokers Assn., Business itself" from which Mr. Teale and 
Insurance learned that few issues his members would like to see Eu- 62,
shake brokers' faith in the stable rope spared.

marketplace of Lloyd's. The influence on the EEC by e.
"One ofthe greatest areas of con- manufacturers and insurers will re-

cern in the next decade will be the sult in directives on product liabil- need for good, effective product li- ity that will be "fair to everyone,"
Mr. Teale hopes. Members of the

British Insurance Brokers Assn. 
are"not unhappy" with statements ;j
comingout ofthe EEC (BI, Oct. 15), L
whose guidelines are expected to F'
be worked into the laws ofmember K
nations, he said.

The insurance markets have said 6-

price of coverage will not be pro- iI
hibitive, he noted. "We're satisfied k ,
that a full understanding ofthe sit- 
uation exists among British insur- *
ance companies and underwriters 12-
at Lloyd's." F

The insurance industry will meet r
challenges it currently faces, Mr. 17-
Teale said. Excessive competition, 1-
mgjor catastrophes and interna- id
tional recession will result in only a Id
temporary downturn, he noted. id

Lloyd's will "right itself " from U
problems such as the computer jf,
leasing claims and failure of Sasse j:t
syndicate, he predicted. Althoughfta
Lloyd's problems seem huge, solsy
were the challenges of Hurricane#d
Betsy in 1965 and the Harrison syn.f-
dicate which collapsed in 1921 e
from writing financial guaranty F
contracts, Mr. Teale noted. ie

Tls

The fact that fewer names are be- 2-
ing added at Lloyd's this year than )
in previous years reflects the 6-
350-year-old institution's efforts to 9
right itself, he added. ' 1

Although he declined to specu- F-
late on what course the New Yorkd-
Insurance Exchange will take, Mr. .5
Teale predicted its existence willte
benefit the international reinsur-j?e
ance broker. Asked whether he]'€5
foresaw exchange syndicates fol-11
lowing London's underwritinger
lead at first, he said that would de- f

pend upon who the exchange un- 
derwriters are and their philo- r,
sophies.

"The amount of expertise on K
both sides of the Atlantic will de-

velop as it chooses," he said. ff
Link-ups o f large American bro-15

kers with their U.K. counterparts r
will not result in mjor disruptions P
to the British market, Mr. Teale 7
predicted. The link-ups "make j)
sense" because of brokers' need to .1,
respond to growing international K

nature of business, he added. K
Although there is likely to be 11

some replacement of brokers han- 2
,1

dling certain accounts, it will not i
be much different from the type of r
account changes that.occur regu- {1
larly, he said. "As each unit gets 
together, it will encourage people p
to direct their programs else- S
where." •

Bellefonte move s
The Bellefonte Cos. plans to con-
solidate its treaty and facultative
reinsurance activities in suburbanCincinnati, effective Jan. 1, 1980.
Originally, the firm planned to
keep its treaty reinsurance opera-S

 tions in Middletown, Ohio, andfacultative reinsurance in San *
Francisco, but decided the busi- 8
ness could be operated more effec- 0]
tively from a single location. 14

• Attractive Proposals at N<*Cost --

• Several Group Ordinary Life Ihsurance Produdts.

- Generous Guaranteea-Issue Limits \
- Low Premiums, High'{lst Year Cash Values

Miifimidlf»Piperwork 'on New Issues and

• Flexible Deposit-Annl]LitySentracts

- eliew Money<Type Gliarintees

_ 21ess IInlerel Alro i,Uioi*N' 1 i
- Iia»*,M*nagement Fe s

- r *pian*16*fone or More Lives

• Full Pension Admi istration 95 es Including Preparation of
Government Fornis_

• Various Commission Option*for Insrance,»Annuity Deposit Funds and
Administration Services

All pension products and services are available on a modular basis. One,
several, or all may be obtained from BTL.

For More Information Call or Write

Group Pension Dept.

BENEFrr TRUST LIFE
INSURANCE COMPANY

1771 HOWARD STREET

CHICAGO. ILLINOIS 60626

(312) 274-8100



Non-life coverage

Stagflation pushes up
loss ratios, study says

NEW YORK-Stagflation and
more intense competition for a less
rapidly growing business volume

pushed loss .ratios higher world-
wide for many types of non-life in-

' surance, reports a study by North
American Reinsurance Corp. here.

Australia, France, Switzerland,
Denmark, Japan and Spain regis-
tered higher loss ratios from 1973
to 1977, the period covered by the
study, while loss ratios improved
after 1976 in Austria, Canada, Italy
and the U.S. In West Germany, the
loss burden declined slightly in
1977 after a substantial increase the

previous year, while it remained
steady in the Netherlands.

The insurance industry's under-
writing results from year to year
portend future rate development,
with bad underwriting results
pushing rates up and good under-
writing results pushing rates
down.

But underwriting ·results were
less affected from the risingloss ra-
tios than might be expected, the
study contends. Only in Spain and
Switzerlanddid the underwriting
result deteriorate in 1977 compared

with the previous year. Over the
five-year period, Australia, Canada
and the U.S. registered the best re-
suits,.with Great Britain and Japan
following.

The report attributes the positive
underwriting results to the fact
that.deteriorating loss ratios were
overcompensated by the decline in
the expense ratios. Surpluses from
runoff profits on loss.reserves of'
previous years also helped.

According to figures available,

the 1978 underwriting results in
Great Britain, Japan, the Nether-
lands .and Switzerland improved
over the previous year. The re-
maining European countries

showed differing tendencies in the
various branches, with the overalf
trend being rather unfavorable. Se-
vere competition which set in last
year on the North American insur-
ancebranches has already led to an

) increase in average loss ratios.
The report makes the following

observations about the various in-

surance branches:

• Marine hull and cargo insur-
ance suffered from a continued

pressure on premium rates which

no longer correspond to the grow-
ing risks. Austria, .Canada, Den-
mark, France, Japan, Spain and
Switzerland registered the worst
results in 1977, and theearnings sit-
uation is unlikely to return to nor-
mal·in the near future.

• The fire insurance loss ratio

declined slightly in most countries,
partly because there was no accu-
mulation of serious losses. Pre-

mium rates for industrial fire busi-

, ness .again declined in many
places, mainly a reflection of in-
creased competition and a modest
amountofnewbusinessbecauseof

recession. Canada, Denmark, the

Netherlands, Spain .and Switzer-
land registered clearly improved
loss ratios in 1977. Inthe remaining
countries, except Italy, the loss

burden was slightly below or near
the previous year's levels.

• In 1977, growing crime rates
led to a deteriorating loss ratio in
all countries covered except Swit-
zerland and the U.S., compared

Tornado losses
Insured losses resulting from a tor-
nado in Louisiana Oct. 23 are esti-

matedat$1.77 millionbytheAmer-
ican'Insurance Assn. The heaviest

damage took place near Lake
Charles. The storm was assigned
Catastrophe Number 36 by the In-
surance Services Office, which

monitors catastrophes.

with the previous year. In rnost
countries the measures taken by
insurers to adjust premium rates
and terms of cover to the changing
risk factors turned out to be inade-

quate.

• The majority of countries ob-
served high loss ratios in 1977 for
general third-party liability insur-

ance, particularly Canada, Spain
and Switzerland. Australia, Japan,
Italy and the U.S. had more favor-
able loss ratios.

General third-party liability in-
surance was particularly affected
by numerous major losses which
are greatly subject to inflation be-
cause of their relatively long settle-
ment periods. •
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New York Insurance Exchange

HERBERT L. JAMISON & CO.
90 Park-Avenue, New York,·N.Y. 10016 • Area Code (212)490-7627

Wehelpyou
survive the eecycles:'
That's what we mean by Leading from Strength.

If you've been buying:business insurance for
five years or more, then you know only too well
just how tough it is to get commercial property
and casuaky insurance in a down cycle. You'll
also want to know what we're doing to minimize
these cycles in our end of the insurance business.

At cG/aetna we have The Strength of Our
Convictions. Which means we've made it our

policy to beconsistent in the way we do business.
We don't let downturns forcetus into cancelling
policies. If we don't renew an account, it is for
reasons'out of the ordinary, and not because
ofcycles.

In fact, we want to write insurance in down

cycles, as well as in upswings. That's because we
believe that growth should be careful and steady,
not up and down in spurts.

You'll find another of our strengths is our
decisive service..Each ofCG/aetna's regional of-
fices is responsible.for a section of the country.
Most decisions on your business are made in your
region. So your agent deals directly with the peo-
ple who make the decisions. And you don't have
long waits for answers.

If you're a little uneasy about your commer-

,§  -» cial property and casualty coverage, have
6 i,»*p your independent agent look into what

bi --5 UL_ we can do to help.
zin Nowwe'reknownascG/aetna.

 Leading from Strength.

Ff/etna

Aetna Insurance Company
a division of Connecticut General

Insurance Corporation
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Risk execs criticize pro posa 1
for fire insurance monopoly

By RHONDA RUNDLE

LOS ANGELES-Corporate risk
managers in California are per-
plexed and mildly shocked by a
League of California Cities' study
examining creation ofcommunity-
funded' fire insurance monopolies
within their jurisdictions (BI, Sept.
171

Cities lack both expertise and fi-
nancial means to manage the com-
plexities of corporate insurance,
insurance managers agree. Sophis-
ticated packaging such as blanket
coverage, umbrellas and self-

insurance would wreak havoc with

municipal underwriting efforts,
they emphasize.

Under the plan, municipal fire

department services and fire insur-
ance would be provided as a pack-
age (BI, Sept. 17). Premiums paid
by private and business residents
would be used to defray the cost of
fire protection and would go up or
down with the loss history and
cost of fighting fires. Corporations
that self-insure, though, could face
added municipal assessments.

Proponents call it the key to ag-
gressive community risk manage-
ment, since local loss performance
could be directly linked to pre-
miums. They stress that municipal
fire insurance would not create a

bureaucratic monster and thatMFI

would use private insurers for
technical and administrative ser-

vices.

"It's hard to see how it could

work," says Woodrow Anderson,
director of risk management at the
University of California. The nine
UC campuses, he points out, are in-
sured against fire losses under one
blanket policy with a $6 million de-
ductible. He questions what allow-
ance MFI would make for self-

insurance. Total premiums would
be higher if campuses were forced
to insure separately.

Private fire departments are an-
other complication. Although most
University of California campuses
rely on city services, some fund
their own fire departments. In
Santa Cruz, for instance, the
nearest station is rather far away,

Can self-insurance improve
your companys cash flow?

YourJames Account Executive
will find out for you-fast.

Self-insurance isn't for everyone.
your James Account Executive can
find out if it's right for you...by having
your exposures analyzed by James'
regional team of self-insurance
specialists.

From extensive experience in the
design and administration of self-
insurance programs-for companies
of all descriptions -the James
regional team can tell you if an
in-depth feasibility study makes
sense for an operation of your
type and size.

Mr. Anderson explains, so UC
maintains its own on campus.

Mr. Anderson doubts whether

MFI would be a fair shake for busi-

ness and industry. "Such a pro-
gram would probably be designed
so that business picks up a larger
share of the costs," he suggests.
"And whereas homeowners would

most likely get full coverage, we'd
get only partial protection."

"I don't think it's for Disney-
land," comments Saville Williams,
director of insurance for Walt Dis-

ney Productions. He points out
that some rides at the Magic King-
dom cost more than $100,000 per
square foot to build. He doubts
Anaheim would or could insure

such high values.
Harold Harshberger, who han-

dles insurance for Hunt-Wesson

Foods in Fullerton, is similarly
skeptical. "I don't think any city
could compete with private insur-
ancecompanies forthekind ofcov-
erage we've got," he declares. "It's
one thing to charge for fire protec-

To take advantage of this
no-obligation offer, contact your local
James Account Executive. Or write
Reynolds Blossom, Vice President,
Fred. S. James & Co., 230 W. Monroe
Street, Chicago, Illinois 60606.

James
FRED. S. JAMES & CO., INC.
Insurance Brokers Since 1858

Insurance and Risk Management Services
Throuch More Than 100 Offices Around The World

tion services; it's another for citie
to get into the insurance business

"Although we're self-insured ul
to a point, we already pay a lot fo
our insurance package," Mr
Harshberger continues. "Our prod
uct liability and business interrup
tion insurance would cost signif.
cantly more if we had to buy then
without fire insurance."

The same goes for earthquake in-
surance, extended coverage and
theft, points out Bob Beth, director

of risk management at Stanford
University. Placing these kinds of
insurance would be difficult anc

probably expensive withou'

grouping them with fire coverage,
he notes. Unlike the UC system,
however, Stan ford would not be af-
fected by MFI because the campus
is outside any city jurisdiction.

Several offhe risk managers con·
tacted by Business Insurance were
unaware of the MFI study. Their
first reactions to the idea ranged
from mild disbelief to outrage.

What would happen if a city's
loss experience proved bad, they
asked. Would the town mereb
raise taxes?

One insurance manager from 6
large construction company in
Northern California charged all in
surance is a ripo ff anyway, so MF
wouldn't be any worse than othet
forms.

"What a disaster if costs actually
went higher than when private ir
surance was available," anoth€
said.

Others questioned rating strui
tures, replacement cost versus a,
tual cash value recovery an
claims adjustment in conteste
cases, all issues yet to be resolve.
by proponents of the plan.

The MFI concept is still very
much at the fact-finding stage
stresses Clark Goecker, assistan
director ofthe League of Californi
Cities. A committee ofabout 15 cit

officials, attorneys, fire chiefs an
insurance« company represent'
tives has been set up to study th
pros and cons of MFI and wi'
make recommendations to ti

league's executive board next Fet
ruary, he reports.

The committee is considerinj
the political, financial and lega
feasibility of the plan. Some men.
bers reportedly question the lega
ity of the proposal, believing it vio
lates restraint-of-trade laws. If th'

committee recommends theleagi,

pursue the plan next year, sorr
sort of enabling legislation wi
have to be drafted and a legislatc
found to sponsor the bill,

Also due early in 1980 is ,
federally funded study on 1\(IF'l
commissioned by the Institute o

Local Self-Government, a Berke
ley-based independent researct
outfit. This report will provide :
theoretical framework, wherea
the league committee's approach i:
more practical.

Insurance companies have beet
quick to see their interests at risk ir
the MFI proposal. On Oct. 16, :
group of insurance industry repre
sentatives met in San Francisco tc

discuss MFland initiate discussioy

with both the League of Californi,
Cities and the Institute of Loca

Self-Government.

W. Victor Slevin, western regiot
vp of the American Insuranct
Assn., was selected chairman o.
the all-industry steering commit-
tee.

Continental relocates

The Continental Insurance Cos.

has relocated its Southeastern re-

gional and Atlanta branch offices
to the Peachtree Summit complex
in Atlanta. Also headquartered in
the building will be affiliates The
National Life Assurance Co. of

Canada, Underwriters Adjusting
Co., Marine Office of America
Corp., London Guarantee & Acci-
dent Co. of New York and Loyalty
Life Insurance Co.
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Deferred compensation gains popularity
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 8 some of our "neighborhood kids". In this,Vj CEO of Frank B. Hall & Co., Inc. with
International Year of the Child, we
have millions Of good reasons to

International Year
continue our growth strategy...

of the Child 1979 most are under ten years of age.



Mohammed
,

ueng,
Hans,
Maria,Sea,
Tess
andA.J.disc ss
gro th strateg

Worldwide expansion and refinement.
Rapid, extensive but carefully planned.

16 preserve growth opportunities for
Pierre and friends. Protecting the firms they
may someday work for, manage or own.

16 better protect and serve our
worldly clients. Occidental Petroleum, ITT,
Pan American, Raytheon, Ringling Bros., .

McI)onald's, and PepsiCo, ... to mention a few.

Over 5,000 insurance professionals.
Over 150 offices. In more than 40 nations.
We know the people, know the problems.
Intimately.

Frank B. Hall & Co. A major influ-
ence in every world marketplace. Ready to
preserve and protect your tomorrows ... toda¥

Frank B. Hall & Co.
International Insurance Brokers
We make your world safe. You make us world.famous.



48 / business insurance, November 12, 1979

MIAMI and FARGO

. . . are first lines of defense against spiraling insurance costs. To call in the
ARMI . . . Assurex Risk Management Institute . . . in these areasior
elsewhere in more than 40 states and 16 foreign countries) call.your

Assurex International broker.

D. R. MEAD & COMPANY  FARGO INSURANCE

1900 Biscayne Boulevard AGENCY. INCMiami, Florida 33132 Fargo National Bank Building
305-576-1101 12th Floor

Fargo, North Dakota 58102

701-237-3365

 See our ad on page 6

Tire maker appeals
strict liability lawsuit
to Supreme Court

By LESLIE MILLER

CHICAGO-Uniroyal Inc. is ap-
pealing a question o f strict liability
to the U.S. Supreme Court.

The tire manufacturer argues
that it should not be held liable for

an injury allegedly caused by a tire
it did not make even though the
tire bore a Uniroyal trademark.

But the Illinois supreme court
ruled last January that Uniroyal
can he held liable for the injury be-
cause it licensed another company
to use its trademark. At least three

other states have ruled similarly.

Leading professionals in self insuring
know that ESIS stands for total

professional capability.

"The capability to
help us gain better
leverage in the excess

coverage marked.-"
Emmet F. Monaghan
Director of Insurance

Management and
Administration
Kaiser Aluminum &

Chemical Corporation

"The capability of
providing state-by-
state assistance in

workers' comp -
with respect to claims
investigation and
handling..."
Rita Garcia

Director, Risk Managemen:
Castle & Cooke, Inc.

"The capability of
o#ering extensive
services in loss

control through their
International Saety
Academy..."
Russell A. Drake, Jr.
Director, Corporate Risk
Management
Borden, Inc.

"The capabitio to
make accurate

projections on how
much nsk we should
retain each year. . .
Horace J. Bryant,Jr.
Treasurer and Commissioner

of Revenue & Finance

Atlantic City, N.J.

"The capability of
helping us improve
cash flow and thus
our overall return on
investment. . .

Joseph E. Fowl
Corporate Insurance Manager
Montgomery Ward
& Company

The significance of these comments - from your
standpoint - is that ESIS can serve as a capable part-
ner in any phase of self insuring. Whether your
clients are already self insuring, or planning to go this
route, you can assist them with expertise from a single
source. ESIS provides specialized programs in claims
management, self-funded employee benefits, loss
control, statistical analysis, safety and health train-
ing, rehabilitation, subrogation, salvage and other
related services normally performed by an insurance
carrier. These services are available through
160 offices - all set up to work directly
with agents and brokers. Contact us
for full details.

An INA Corporation Company, 4050 Wilshire Blvd., Los Angeles, CA 90010

John Darill Connelly was se-
riously injured in an automobile

accident Nov. 1, 1970, after the tire
on his car blew out. The tire bore

the name Uniroyal and Mr. Con-
nelly, who is now a paraplegic,
sued for $3 million.

But Uniroyal did not actually
manufacture the tire; it had merely
granted a foreign subsidiary the
right to use its trademark. The sub-
sidiary, Englebert Beligique S.A.,
tried to excuse itself from court by
arguing it had nothing to do with
Illinois since it had no o mee, agent,
store or even telephone number
within the state.

The appellate judge ruled, how-
ever, that it was not unreasonable

to require Englebert to defend its
action in Illinois. The subsidiary
enjoyed the benefits and protec-
tions of Illinois law when it sold

several thousand tires here and it

committed a tort by placing a de-
fective product in the stream of

commerce. Thus, the long arm of
the law plunged Englebert Beli-
gique into Illinois waters.

Neither was Uniroyal exempt.
Uniroyal owned 95% of the out-
standing shares of Englebert and
had management control over
them. The plaintiff argued that
Uniroyal is responsible for the
whole enterprise.

When the Illinois supreme court
overruled the appellate court, it
said Uniroyal, as licensor, can be
held liable. It stopped short, how-
ever, ofimposing vicarious liability
on Uniroyal because the two corn-
panies were virtually autonomous
in their operation. They did not
share offices, employes, facilities
or insurance companies.

The Illinois supreme court re-
manded the case to the circuit

court, which had ruled that Uni-
royal can be held liable. But Uni-
royal is appealing to the Supreme
Court. The case has not yet gone to
trial.

At least three other states-

Pennsylvania, Wisconsin and Ind7
iana-have held the owner of a

trademark liable for injuries under
the doctrine ofstrict liability. Strict
liability in these cases has been in-

terpreted to include. everyone
along the chain of distribution,
from manufacturer to consumer.

"The major purpose of strict lia-
bility is to place the loss created by
defective products on those who
create the risk and reap the profit
by placing a defective product in
the stream of commerce, regard-
less of whether the defect resulted

from the negligence of the manufac-
turer," said Justice Goldenhersch of
the Illinois supreme court

Others argue that such an inter-
pretation expands the intended
scope of strict liability. "Strict lia-
bility is based upon the language of
the Restatement ofTorts. . .(It) was

intended to apply to the seller-
one directly involved with the sale
of the product-and not to some-
one occasionally involved," main-
tains Don Hirsch of the Defense

Research Institute. "The sale, ac-
cording to the restatement, is to the
ultimate consumer."

The standards for applying strict
liability are being lowered as well,
Mr. Hirsch said. The standard is

that the product mustbe unreason-
ably dangerous when it leaves the
seller's control, more dangerous
than the consumer would expect it
to be during normal use. More leni-
ent interpretations of "unreason-
ably dangerous" are, in effect, ex-
panding the definition of strict lia-
bility, he said. •
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Insurers oppose Calif. workers comp bills
By RHONDA L. RUNDLE

LOS ANGELES-California em-

ployers should be penalized when
employes are injured by machines
from which the employer has re-
moved the safety guard or similar
device, a state assemblyman con-
tends.

Assemblyman Bruce Young

(D-Los Angeles) has proposed a
bill (A.B. 1231) to increase by 50%
workers compensation benefits
paid to employes injured because
an employer made unsafe equip-
ment modifications.

Anotherbill (A.B. 697), also spon-
sored by Mr. Young and support-
ed by union contractors, would
change the rating formula for
workers compensation in Califor-

nia to hours worked from wages
paid.

Both bills were opposed by the

insurance industry during hear-
ings held Oct. 24 by the legisla-

ture's workers compensation sub-
committee.

Mr. Young argues for penalizing
employers who alter equipment in
an unsafe manner, pointing out
that now under case law the manu-

facturer is held responsible for in-
juries caused by the product. Mr
Young says he wants to shift liabil-
ity from the guiltless manufacturer
who produced a safe tool to the
blameworthy employer who al-
tered the product to step up pro-
duction.

"It's a mistake to introduce tort

into the workers comp system," ar-
gues Joe Markey, legislative advo-
cate forthe California Self-Insurers

Assn. A plant foreman can't be ev-
erywhere at once to prevent em-
ploye misuse or modification of
equipment, he says. After an acci
dent, however, there could be a
question of negligent supervision.

"The purpose of workers com
pensation is to provide reasonable
benefits without regard to fault,"
observed Edward Levy, assistant
counsel for the Assn. of California

Insurance Cos., arguing against
penalizing employers for altering
machines. The bill seems to negate
that doctrine, he said. "Workers
compensation was never intended
to be a substitute for damages."

Negligence cases against em
ployers are tough to win in court
testified a lawyer from the Califor
nia Applicants Attorneys Assn., be
cause a plaintiff must prove "seri
ous and willful misconduct." The

bill introduces a clearer, stronger
standard for employer negligence

Insurers also argued the bill
would increase claims.

Assemblyman Young stipulated
that the language of A.B. 1231 would
be tightened to protect an em-
ployer who modifies equipment to
make it safer. He agreed to redraft
an open-ended clause in the bill
that includes "failure to observe

routine care and maintenance" as

machinery modification.
Gov. Jerry Brown vetoed a simi

lar bill (A.B. 18) last September, say-
ing it was unnecessary. New prin
ciples of comparative negligence
established in a recent California

Risk consultant

A new risk management, consult
ing and services firm, Risk Alterna
tives Inc., has opened in Austin
Tex., and will operate throughout
Texas. Audits, feasibility studies,
self-insurance, administration and
captive formation and manage
ment are among the services of
fered. Ross B. Blumentritt, CPCU
CLU, is president, and Jack W
Hoffman, CIC, FMS, is chairman o f
the board. The two were with an inde

pendent insurance agency, South
west Insurance Assn. of Austin Inc.,
since 1973 and before that were with

Employer Insurance of Texas.

Supreme Court decision, Daly vs.
General Motors Corp., can protect
manufacturers against liability
where the product has been modi-
fied after sale," he explained.

Assemblyman Young's bill to
change the rating system to hours
worked from wages paid would
create administrative chaos with-

out improving fairness in the rat-
ing system, insurers argue, but
unions support the bill.

Jim Woods, representing the Cal-
ifornia federation ofthe AFL-CIO,
called AB. 697 "a simple question of

4,

equity. The system does not treat
people the same," he stressed.

Mr. Woods contends union-shop
employers Pay substantially
higher premiums than their non-
union competitors although the
risk exposure and benefits are the
same. In time, this inequity would
translate into a business d isadvan-

tage for employers who pay higher
wages, he said.

Spokesmen from the roofing,
construction and plumbers unions

also argue that their members are

0 00- 0 L
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better trained in safety procedures
on the job and therefore actually
report fewer accidents and claims.

"We don't think so," counters
Bob Gowdy, vp at Industrial In-
demnity. Loss ratios are about the
same in union and no n-union

shops, except among roofers, he
said. In thattrade, losses are myste-
riously greater among higher-paid
workers, he said.

Experience modifications and
other factors in the complicated
ratings formula result in a fair pre-
mium contribution from different

employers within the same indus-
try, Mr. Gowdy said.

The Workers Compensation In-
surance Rating Bureau of Califor-
nia also opposes the rating bill. In a
lengthy report petitioned by two
construction industry groups, the
bureau found there is indeed eq-
uity among employers in the total
premium collected. It also cited

added record-keeping burdens, ad-
ministrative disruption and possi-
ble increased abuse o f the system
as further reasons not to change
the premium basis.
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Self,

Companies which set up a special tax,
exempt trust for funding employee be e-
fits, such as health, accident and disability
insurance, may realize substantial reduc-
tions in costs compared with conventional
insurance plans.

A brief review by INA of an insurance
topic of interest to business executives.

It is no news to corporate
management that outlays for
employee benefits have been ac-
celerating at a rapid pace and are
likely to continue to do so.

Overall, the cost of provid-
ing employee benefits has been
increasing at an average rate of
14% a year, goitig from less than
$2 billion in 1950 to an estimat-
ed $60 billion in 1978. Benefit

plans can cost as much as 35%to
40% of the amount paid in sala-
ries. At many companies, health
insurance for employees has be-
come the single most expensive

item that the company buys
from an outside supplier.

How long can this continue?
Since it is the function of em-

ployee benefit plans to cover rap-
idly rising medical costs and to
replace lost job income, and
since inflation places increasing
pressure on employees' real in-
come, they may expect benefit
payments to rise accordingly. On
the other hand, corporations -
which must bear the brunt of the

premium costs involved - are
looking for sound financial
alternatives.

One way now coming into
wider use is through benefit
self-funding

No reserves versus
reserves

The most direct self-funding
technique involves paying
claims (for example, hospitaliza-
tion claims) directly out of the
company's cash flow. No re-
serves for future claims are set

aside. And since no premiums
are paid, it is possible to save the
cost of the premium taxes other-
wise payable by the insurance
company.

The firm, in effect, becomes

its own insurer on a pay-as-you-
go basis. However, stop-loss in-
surance is usually purchased to
protect against unexpectedly se-
vere claims experience. Because
of ERISA restrictions, such self-

funded plans may be suitable
only for companies which pay all
premiums and do not require
employee contributions to their
plans.

For many other companies, a
tax-exernpt trust nnay be the



most satisfactory form of self-
funding. This type of trUSt iS
essentially a vehicle for setting
aside funds and building up re-
serves through investment. It is
limited to voluntary benefits, in
contrast to those benefits, such
as workers' compensation, which
are mandatory under federal or
state law. Such a trust may be
established and administered so
as to qualify for exemption from
federal income tax.

A tax-exempt trust is set up
to fund a formal plan, drawn to
meet the specific needs of an in-
dividual company. Employer
and employee contributions are
turned over to the fund's

trustees, who also pay claims and
expenses and invest excess funds.
With a qualified fund, employer
contributions are deductible as

business expenses, and benefit
payments are generally not taxa-
ble to employee recipients.

Shelter from taxes

And most important, the in-
vestment income of the trust
(other than unrelated business
income) is ordinarily not subject
to federal income tax. .

The result may be a substan-
tial reduction in costs for a plan
funded through a trust as com-
pared with traditionally insured
plans - particularly on coverages
which develop large claim re-
serves, such as long-term dis-
ability. All of which may net out
to lowered expenses for em-
ployee benefits.

To achieve the potential pre-
mium savings involved, self-
funding ofemployee benefits ap-
pears to be most worthwhile for
companies with over 1,000 em-
ployees, although smaller com-
panies also gain under the right
circumstances.

0.

In any event, the potential
benefits of self-funding should
be weighed against cost-cutting
plans offered by insurers, such as
experience rating and minimum
payment plans, which can sub-
stantially reduce premiums and
increase cash flow while pro-
viding full insurance company
services.

Administering the plan
Once the decision to self-

insure is reached, most busi-
nesses find they will have a
need f6r administrative services
furnished by a professional out-
side supplier. These services in-
clude consultation on the estab-
lishment of a benefit plan, its
planning and design, and the
creation of a tax-exempt trust.

After the plan is in opera-
tion, claims administration
becomes the most important
function of the outside admin-

istrator, together with the prep-
aration of booklets, documents,
government reports and other

communications. ESIS, one of
the INA companies, can supply
these services to business
through its employee benefits
division.

Comprehensive
business insurance

The Insurance Company of
North America was founded in
1792 in Independence Hall,
Philadelphia. Today it iS the
largest component of INA
Corporation's international net-
work of insurance and financial
service companies. In property ,
and casualty insurance and risk
management services, li fe and
group insurance, health care
management, and investment
banking, INA and its affiliated
companies offer a unique combi-
nation of products and services
to business and industry around
the world.

For an informative booklet
on self-funding employee bene-
fits, write INA, 1600 Arch
Street, Philadelphia, PA 19101.

Don't take our word, take theirs
When a third party determines an employee's eligibility for bene-

fits, the decision may be more readily accepted than when it is made
by the employer's own people.

This is one reason some companies with self-funded plans prefer to
have a professional outside company administer their claims.

Meeting requirements of this kind typifieS INA's comprehensive
full-service approach to increasingly sophisticated
business insurance and risk management problems.

The Professionals
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hottest new issue

in pension funding,
you haven't the light.

Whether ,

you sell pen-
sion plans,
buy them, con-
suit on them, or

just don't un-
derstand them,

you must have
this booklet.

You'll discover

things like our

unique guarantees,
our superior -new

money" rates, our ex-
ceptionally low ex- 1
penses, and how we "
can help you comply
with ERISA. You'll learn

how Unionmutual is out-

running the field in pen- f
sion performance.

All in clear, concise lan-

guage.

Send foryour free hot issue
right away. We're putting pen-
sions in a whole new light.
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among the highest
interest rates in the

business. A reveal-

ing report on how
Unionmutual

does it.

Meet the

people who
make our

performance

superior. And
find out how they
can put that

superior perfor-
mance to work

for you.

Guaranteed interest. Guaran-

teed expenses. Guaranteed an-
nuity rates. Guaranteed per-
formance. Findouthowyou can
get the most from your pension
dollars. Guaranteed.

UNION MUTUAL LIFE INSURANCE COMPANY. POATLAND MAINE 04122

UNtONMUTUAL STOCK LIFE INSURANCE CO OF AMERICA PORTLAND MAINE 04122

UNIONMUTUAL STOCK lifE INSURANCE COMPANY OF NEW YORK ELMSFORD NEW YORK 10523 l

Why are these people smiling?
Perhaps because their invest-
ment expertise has helped

make Unionmutual one of the

fastest-growing group pen-
sion writers in the country.

Learn how "new

money" puts new life into
pension contracts. And
why our "new money"
average of 9.4% over
the past five years is
tops in the industry.

An old salt

with dynamic
new ideas,
Unionmutual

unlocks its

secrets to

pension
success.

See the light.
Please send your pension booklet right

away. I want to see the light.
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government regulation, employers ,
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Benefit programs take their lumps
from zealous government agencies

By Alton E. Lutz

 HE REV. TIMOTHY S. HEALY, S.J.,president of Washington's Georgetown
University, was the guest speaker at the
prayer breakfast during the annual meeting
o f the National Chamber of Commerce. He

thinks it is time we get together to oppose
government regulatory proliferation. Other-
wise, the results will cause business to be-
come "homogenized like so much oatmeal,
all the same color with nothing to distin-
guish one from the other except for the size
of the lumps."

Elaborating upon that simile, unless we
can achieve adequate restraint, the regula-

tory agencies in their zeal will try to beat out
those lumps and remove even that minor
residue of distinction. The important point
to remember is thatthose lumps ofindividu-
ality or differentiation hold the genes that

Alton E. Lutz, CLU, FLMI, is group under-
writer with the Independent Life & Accident
Insurance Co.

underlie choice, experimentation and inno-
vation. They are the hallmarks of' freedom
and competition, profit and loss.

Consider the manner by which unre-
strained regulation has increased the medi-
cal portion of' benefit costs. Too often, the
soaring cost has been attributed to inflation
alone. Both state and federal regulations af-
feet the employer's liability, thus cost, for
medical benefits-states through regulation
of the insurance industry (group insurance
contracts) and federal through civil rights
legislation.

More expenses

Stimulated by the specter of a federal
takeover o f insurance regulation, state regu-
lation in recentyears has seen a crescendo of
responsibility placed upon employers'
group insurance plans. In many states em-
ployers are now forced, through group in-
surance, to support state institutions for
mental, drug and alcoholic services that
once were entirely tax supported by the pub-

lic at large.
The incidence of expense, when distrib-

uted over the populace, is not a burden on
anyone. When an individual employer is
obliged to pay these expenses through his
plan, the results are quite different, The in-
surance companies' costs are passed along
through rate increases, as every employer is
painfully aware.

Some states now require employers to
provide continuation of group insurance
benefits to terminated employes for several
months, regardless of the reason for termi-
nation, unless they have or get other insur-
ance. The mere requirement that the ex-
employe pay the full group premium
(through the employer) to have this continu-
ation of full group benefits does not nearly
compensate the employer for the added ex-
pense and liabilityto his plan, because o fthe
adverse selection inherent in such a privi-
lege being extended to all terminating em-
ployes.

Why should it be the employer's responsi-
bility to provide such protection to ex-

employes who have gone to work for his
competitors m the labor market, while they
are in the waiting period for benefits under
their new employer's plan?

Profit motive

Other states have decreed that subroga-
tion is not to be permitted in group insur-
ance contracts. Thus medical expenses as a
result of auto accidents must by law be paid
double in those states, creating a profit mo-
tive and disincentive to control medical ex-
penses.

I know o f one instance where a mere typo-
graphical error increased both medical ben-
efits (cost to plan and revenue to provider)
and liability claim as a result of an auto acci-
dent. The victim suffered a head gash that
required 25 stitches. The surgical bill sub-
mitted to Blue Cross indicated 250 stitches.

Not only was the doctor overpaid, but the
liability claim was substantially enhanced
for the recipient as a result of this "evi-

Continued on page 56

FASB offe rs ' bonus' for pension managers
By Kenneth K. Keene

S WE MOVE INTO THIS SIXTHyear of ERISA and leave the '7Os, the
Financial Accounting Standards Board pro-
poses a special bonus for benefit managers
and others who are concerned with pension
operations. The bonus is two pension ac-
counting proposals which are to be imple-
mented for plan years beginning after Dec.
15, 1979.

The FASB has released a revision of the

exposure draft -Accounting and Reporting
by Defined Benefit Plans." This involves
ERISA- and non-ERISA-covered private
sector and public employe plans, whether
they are funded or not. The other exposure
draft, "Disclosure of Pension and Other
Post-Retirement Benefit Information,"
would be an amendment of Accounting
Principles Board Opinion No. 8 relative to

Kenneth K. Keene, FSA, is senior vp and di-
rector of Johnson & Higgins in New York.

employers' financial statements.
The proposal for plan accounting is a mod-

ification of an exposure draft released in
1977 that was designed to "provide informa-
tion, within the limits of financial account-
ing, that is useful to plan participants in

assessing the security with respect to re-
ceipt of their accumulated benefits." The
FASB was swamped with approximately
700 letters o f comment on that proposal. A f-
ter analyzing those comments, the FASB
has come up with certain improvements to
make the proposal more palatable.

Financial statement

One change involves the intended uses of
the pension plan's financial statement. Al-
though the statement would continue to fo-
cus on the information needs of partici-
pants, it is expected to be useful to others,
such as present or potential investors or
creditors of the employer. In its present
form it is doubtful the average plan partici-

pant can absorb, or even wants to under-
stand, the plan's financial statement. A sam-
ple statement for just one pension plan of an
employer, complete with footnotes, takes
up 13 pages in the appendix to the proposal.

The FASB apparently recognizes that the
average participant will be unable to under-
stand the accounting ramifications of the
plan. It suggests that plan administrators
supplement their required statements with
brief explanations of matters thought to be
important to participants. In a priceless un-
derstatement, the FASB admits that "partic-
ipants.... may need to be educated" to un-
derstand the information in the statement.

The puzzling thing about the FASB pro-
posal on plan accounting is its lack of clarity
on how it is to be used. The exposure draft
states:

"This statement does not require the prep-
aration, audit or distribution o f any financial
statements. This statement is applicable
only to financial information that purports
to be in accordance with generally accepted

accounting principles. Whether a plan pre-
pares such information, whether and by
whom that information is distributed, either

in part or in total, is audited and to whom
that information is distributed. are issues

that are not properly within the scope ofthis
"statement.

Catch-22

There is a Catch-22 effect here. I f a plan is
to avoid these accounting procedures, any
statement would be qualified (an account-
ing "no-no") in that it does not meet gener-
ally accepted accounting principles. On the
other hand, if a plan is to meet such princi-
ples, it must add cumbersome and costly
administrative, accounting and actuarial
procedures to the collection of ERISA re-
quirements already imposed on plan spon-
sors.

The FASB refers to the Louis Harris pen-
sion surveys, which Johnson & Higgins

Continued on page 56
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Communication eases the buying process
By M.J. Melneck

DVERSARY RELATIONSHIPS existbetween the risk manager and the

agent, between the agent and underwriter
and even between the underwriter and his

or her company.
The proo f lies, first o f all, in the increased

number of errors and omissions claims

trought against agents by clients, but can be
documented in other significant ways as
well.

But clear, uncomplicated, mutual under-
standings can permeate the entire cycle of
the insurance buying process, resulting in
happy, satisfied insurance buyers, agents,
claims adjusters, loss prevention engineers,
underwriters and the entire underwriting/
company hierarchy.

The key is free release of information by
all parties concerned with the ultimate in-
surance contract. This is not to say that fam-
ily skeletons and the minutes of executive
sessions should be aired; seldom, if ever, is
either matter germane to the·real issue: the
quick acceptance or rejection o f risks under
terms and conditions acceptable to the par-
ties.

There is no acceptable reason, although
there are thousands of excuses, why ade-
quate information can't be collected and
passed on the first time around.

In communicating with "high risk"
groups such as long haul truckers and de-
molition contractors, I have discussed spe-
cific areas of those operations over which
owners, fleet and risk managers have direct
control that immediately bear on insurance
premiums. Once their attention is captured

MJ. Melneck, who has been a senior under-
writer, a home office underwriting manager
and a up of a managing general agency,
now writes and teaches at the University of
Arkansas at Favetteville.
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with an honest and reliable hook-saving
money-I can discuss agents, claims and
claims adjusters, loss prevention engineers
(they don't always make inspections on the
day the paint rags are piled next to the weld-
ing cart), company philosophies, common
sense and other equally important matters.

Talk money

Although money isn't the most important
consideration in an adequate insurance pro-

gram, it is the centerfold-the part most
buyers want to see first.

I tell truckers how liability and physical
damage rates are built. Many o f them don't
know, for instance, that they can pass
through high-rated zones without paying
premiums that reflect terminal stops within
them. I tell them that new, expensive equip-
ment will be expensive to insure, that bad
drivers, poorly maintained equipment, low
deductibles and bad loss records will all be

reflected in higher prerniums or outright dec-

linations.

Insurance buyers do understand when it's
explained why the physical damage market
has all but disappeared, or why the pre-
miums for hospital and other malpractice
covers sometimes exceed the policy limits.
Anyone who ever has any explaining to do,
from an agent having to decline payment of
a homeowner's claim to a chief executive
defending a speculative acquisition, knows
that when all the cards are played face-up,
the game can be played quickly, accurately
and fairly.

Info ladder

The information, naturally, comes from
the bottom of the ladder-from the risk. But
the need for that information comes from

the top, from the company. There is no rea-
son for an agent not to know what supple-
mental data underwriters might require
when a given risk doesn't quite fit neatly
between slots A and B. No, Virginia, there
isn't really a Complete Application-he's a
mythical beast.

The old "knowledge is power" line gets
taken to heart by those who've never heard
the adage, but who know that as long as
someone owes them even a share of infor-
mation, they can bury a file for a while. What
really gets buried is the risk, which, some-
where along the line, is a person.

There needs to be a network whereby in-
formation can be exchanged through lines
of communication that are never closed.

Risks need to know, for example, that there
are very few markets for certain lines, that
companies,have profiles-that they enter-
tain certain classes and perhaps do not en-
tertain certain others. And companies, un-
derwriters and agents need to know that
their customers know this.

If companies, through underwriters and
agents, will put the word out, they'll get the
word back. It can work, and it does. •

r-Sp€akinS Out

Medical malpractice fever cools
By Robert L. Westin

THE ARTICLE "'8Os medical malpractice crisis will break mutuals: at-
1- torney" published in your June 25, 1979, issue, causes me to wonder if

James E. Ludlam has a working knowledge of the claims made medical
malpractice concept from a rating and accounting point of view. If the

doctor-owned companies had stayed with
the "occurrence" policy form, most of his
observations would have merit. California's

five companies offer only claims made poli-
cies.

One would expect thatMr. Ludlam's asso-
ciation with the California Hospital Assn.
and the Farmers Insurance Group would
give him credibility. Yet, he is quoted as hav-
ing "observed a rise in the frequency and
severity o f malpractice lawsuits in the last 12
months." It is significant to note that the
June 15, 1979, edition of "CHA News,"
published by the California Hospital Assn.,
contained the following announcement:
"CHA will reduce professional liability in-
surance premiums for hospitals.

"For two months earlier this year, April
and May, CHA cut in half the premium for the primary (or basic) layer of
group professional liability insurance. The CHA Executive Committee has
now approved a similar premium reduction for July and August. Participa-
ting hospitals will not have to pay a total of $5.8 million, because the,fte-
quency and severity of claims have been less than projected" (emphasis

Robert L. Westin, CPCU, is president Of Physicians & Surgeons Insurance
Exchange of California.

1 Chart A
Earned Combined Loss

Premiums and Expense Ratio

1976 $47,616,000 113.2%

 1977 $53,737,000 87.6%

1978 $47,660,000 96.1%

Underwriting
Profit

($6,395,000)
$6,684,000

$1,810,000

added).
When one considers the fact that Farmers writes "occurrence" coverage

for the CHA, its reduction of premiums seems to belie Mr. Ludlam's obser-
vations. It is also interesting to observe Farmers' medical malpractice ex-
perience for the past three years (See Chart A).

This illustration doesn't seem to support his profession o f an increase in
severity and frequency.

Consider also the following California statistics published by the Board of
Medical Quality Assurance on all paid claims of more than $3,000 reported
by insurance companies, uninsured licensees or their counsel, clerks of the
court and hospital administrators (See Chart B).

In 1976, 96.5% of all paid claims were less than $200,000. In both 1977 and
1978, 94.4% were $200,000. Considering a drop of 25% in the total number of
claims in 1978 vs. 1976, it can hardly be concluded that the 2.1% increase in
the number ofclaims ofmorethan $200,000 supports Mr. Ludlam's prognos-
tication of doom.

Perhaps the success o f the doctor-owned companies presents a threat to
the near-monopoly enjoyed by the Farmers. It is estimated that California's
doctors have saved more than $200 million in premiums for 1976 through
1978. In addition, they received more than $9 million in policyholders' divi-
dends, all while accumulating more than $222.4 million in assets and $79.1
million of policyholders' surplus. Members of the California Hospital Assn.
must be asking the question, "Why not us?"

Total Dollars

Mean $ Reported

 Size of
Payments

$3,000-29,999

$30,000-99,999

1 $100,000-199,999

$200,000-499,999

, $500,000-999,999

 $1,000,000 & overTotal

Chart B
1976

$32,237,837

$ 41,705

543

142

61

20

7

,0

773

425

170

57

31

7

1

691

1977

$37,449,399

$ 54,196

376

123

49

23

9

0

585

1978

$29,753,785

$ 51,300
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Continental Special Risk Under-
writers (CSRU) is a better service than
our competitors' because:

First, our service is a network of in-
house services. unparalleled in the
industry.

Here's what we offer:

A complete range of coverages for
large casualty accounts including pri-
mary, excess and umbrella.

Tailor-made financial plans including
spread premium payments forqualified
accounts. large and small deductibles.
and self-insured retentions.

Flexible cash managemerrt using
compensating balances, premium cash
fiow and wire transfers (within 48
hours).

Additional services including coun-
trywide claims service, loss control and
engineering plus industrial hygiene.
ocean marine and commercial inland

marine insurance. data processing, in-
ter'national, reinsurance. accident and

health. and life insurance.

For captive insurance companies:
In addition to making all our normal

services available to captives. CSRU
offers specialized services including
general management, accounting. un-
derwriting. actuarial and policy
issuance.

All of Qur services have been pro-

grammed so they can be customized
and selectively applied to meet your
particular needs. And you galy have to
buy the services you want.

Finally, your entire risk program is
handled through a single contact: a
Continental Risk Planner from one of 4

cities spanning the U.S. Helped by a
team of specialists. our Risk Planner
works with your agent or broker to
analyze your requirements. sets up a
program to meet them. and provides
year-round service to keep things run-
ning smoothly.

For more information. please contact
your agent or broker, or the CSRU
representative nearest you:

Frank Hofstatter, 100 Pine Street,
San Francisco, CA 94111

(415) 576-8155.
Gerald Tetzman, 360 West Jackson

Boulevard, Chicago, IL 60606
(312) 341-2747.

Ray Micucci. 1810 Commerce Street.
Dallas. TX 75201

(214) 748-7351.
Sara Roblin, 80 Maiden Lane,

New York, NY 10038

(212) 374-4344.

FOR EVERY SPECIAL RISK NEED: A SERVICE THAT'S PROGRAMMED TO WORK.

CONTINENTAL SPECIAL RISK UNDERWRITERS
A facility of

The Continental Insurance Companies
subsidiaries of The Continental Corporation
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Business takes its lumps from regulation
Continued from page 53 nancy applied, wheie appropriate, regard- restraint and reform are needed not only on should Join together to stop overregulation
dence" of the severity of the accident and less of the ability or inability to work, the the federal level, but m the states as well Since he is in neither business nor govern-
injury mtentions of the EEOC to not only continue ment, we should give special heed to his ob-

At least the EEOC has backed down on ltS such a disregard, but to extend such disre- Jective perspective on the Potomac

decree that some employers must provide gard to all other conditions as well contra- Anti-regulation bills
How better can busmess in general, or the

continued coverage to all terminated em- diet the legislative history No wonder that Rep Elliott Levitas (D- insurance industry in particular, help there-
ployes and their families without charge or In applying this vice versa reasoning, we Ga )and others in Congress have introduced formers than to offer such evidence as this
any other restrictions regardless of their see them beating out the lumps in the oat- several anti-regulation bills this year State against crude and hasty government regula-

ability or inability to work merely because meal, and in the process leaving it with a legislators should follow suit Ifthe prolifer- tion 9 Whether or not this incidence ofabuse
they once offered continuation of preg- taste that lS foreboding Left unchanged, ation ofstate insurance regulation should be of power affects your company or your plan
nancy benefits for employes or their depen- such interpretations are the harbinger of reflected by continued lack of restraint in directly, you should let your congressmen
dent wives when conception occurred while similar successive repercussions of federal the federal agencies, as demonstrated know you expect them not to condone such
the employe was insured through the regulatory proliferation, rather than the re- above, the results will be disastrous indeed actions and that they must support regula-
employer's plan This interpretation contra- straint and reform so badly needed Such In his message, the Rev Healy said we tory reform
dicts the enabling legislation and is proof of
the lack of restraint, or even an ability to
follow explicit directions FASB presents pension  bonus'

Expanded statement Continued from page 53 support of this fai orable attitude rates for different durations of benefit

The provisions of the Senate bill leading commissioned earlier this year, in support The FASB derives considerable support deferral-a complex and expensive calcula-

to Public Law 95-555 (the pregnancy amend- of its proposed plan accounting The FASB from the Harris survey for its effort to de- tion But it is very likely that an averaging
ment to the Civil Rights Act of 1964) were mentions the Harris survey ftnds that 83% of mand public plan reporting The Harris sur- technique would be adopted in practice
incorporated in the conference substitute, private plan participants reading their last vey foi. nd that public plan compliance with Even so, relatively minor changes m the
and the Senate bill included this staternent pension plan report thought it was very im- private plan regulations is favored by cur- interest rate assumption from one year to

fringe benefit programs must treat portant they know the current financial sta- rent and retired employes by a margin of the next could have a Inglor impact on the
women affected by these conditions equally tus of the plan 68% to 14% And 93% of business leaders mdicated value of vested and accumulated

to other employes on the basis of their abil- However, the Harns survey also says, by a concur Of employes covered by public benefits Many manageis may be discon-
ity or inability to work, and that nothing in margin of 78% to 16%, that employes are plans, compliance is favored by a margin of certed by the magnitude of interest-related
section 703 (h) of the Act may be interpreted satisfied with the design and admmistration 65% to 18% changes, particularly increases in the un-
to pei mit otherwise " of their plans Their apparent desire for funded figures in the absence of plan im-

Compare that explicit statement with Q more financial mformation is surely not Major impact
provements The use of short term swings in

and A 29 and 30 of the Final Interpretive meant to require complicated financial the outlook for Investment return will insert

Guidelines published by the EEOC in the statements in the accounting sense The av- The rub here is that application ofERISA- a new element of uncertainty when comply-
Federal Register April 20, 1979 erage plan participant already has too much type requirements to public plans, many of ing with these accounting rules

29 Q Ifan employer's msurance plan pro- information thrown at him which. if read at which are seriously under-funded, could The amendment to APB Opinion No 8isa
vides benefits after the insured's employ. all, is beyond comprehension create pressures for a hugh Increase in cur- step in the right direction The requirement
ment has ended (i e, extended benefits) for The FASB also quotes the Harris fmding rent taxes or a reauction in promised bene- that accumulated and vested benefits be val-
costs connected with pregnancy and dehv- that 93% of employes reading their last re- fits, or both This is one of the reasons that ued at rates of return reflecbve of the return
ery where conception occurred while the in- port thought it was very important they the politicians will shy away from the issue on existing plan investments limits the util-
sured was working for the employer, but not know how certain it is that they will be paid as long as they can ity of the amendment, however This would
for the costs of any other medical condition their pensions There is no great problem The exposure draft would require interest tend to confuse and mislead creditors, in-
which began prior to termination ofemploy- here The survey shows by a margin of 93% rate assumptions for valuing accumulated vestors and othel users as rates of invest-
ment, may an employer (a) continue to pay to 6% that employes do indeed have confi- plan benefits which "reflect the expected ment returns may shift erratically from one
these extended benefits for pregnancy- dence that their private pensions will be rates of return of plan investments applica- year to the next
related medical conditions but not for other paid The existence of ERISA, with its ble to the periods for # hich payment ofben-
medical conditions, or (b) terminate these PBGC guarantees and its standards of fund- efits is deferred " If taken literally, this
benefits for pregnancy-related conditions'> ing and disclosure, is an important factor in would force the use of a series of interest Analytical tool

A Where a health insurance plan cur- But if this problem lS solved, the end re-

rently provides extended benefits for other sult will be an important analytical tool for
medical conditions on a less favorable basis financially oriented users of the statement

than for pregnancy-related medical condi-
tions, extended benefits must be provided
for other medical conditions on the same OFIT

There is a vital need to determine the value

of accumulated and vested benefits on a rea-

basis as for pregnancy-related medical con-
ditions Therefore, an employer can neither 40* sonably comparable basis from one year to

the next and from one company to another

Give
This would do much to squelch the negative

continue to provide less benefits for other
Coverage

Cance and uninformed comments coming out of
medical conditions nor reduce benefits cur- Mid-term Washington and elsewhere relative to the fi-

rently paid for pregnancy-related medical
conditions

e nancial integrity of private pension plans
The amendment is an interim one until

30 Q Where an employer's health insur-
jp Excess Compensation

Dont Renew -0 another FASB project, "Accounting by Em-

ance plan currently requires total disability
as a prerequisite for payment of extended 44' -Reduce Rates

ployers for Pensions," is completed It may

be a warm-up for the ultimate pension ac-
benefits for other medical conditions but Increase ( counting move forcing pension assets and

not for pregnancy-related costs, may the em-
The Deductible U) liabilities onto the corporate balance sheet

ployer now require total disability for pay- Even now, many financial analysts and po-

ment of benefits for pregnancy-related med- tential investors subtract unfunded vested

ical conditions as well9 Perpetual benefits from net worth when valumg a
A Since extended benefits cannot be re- Business Increase company The next step may merely formal-

duced in order to come into compliance
with the Act, a more stringent prerequisite

i Incentives Cycle Rates A ize the concept In the process it may take
into account the unfunded value ofaccumu-

for payment of extended benefits for lated benefits and not Just the vested bene-

pregnancy-related medical conditions, such
Stabilize /)

fits

as a requirement for total disability, cannot
be imposed Thus, m this instance, m order 1 New Products Renewal© / The proposed amendment to financial

statements would require the additional dis-
to comply with the Act, the employer must
treat other medical conditions as d Liberal Forms closure of

• The actuarial present value of accumu-
pregnancy-related conditions are treated Want Good / / lated plan benefits\d' \ want

Flagrant disregard

New Business/.. / • The actuarial present value of vested

Growth
Back to l plan benefits

It is quite clear from the above that the Normal
• The plan's net assets available for bene-

fits

EEOC had used something m the regula- • A description of significant actuarial as-
tions it drafted to flagrantly disregard the
intent of Congress clearly expressed That

sumptions and asset valuation methods
Chart Toby Roberts Employers with more than one defined

something is the statement that benefits or benefit plan would have to group those
compensation cannot be reduced in order to plans whose actuarial present value of accu-
come into compliance with the Act (Q and mulated benefits exceeds the net assets

A 32) They had not only stated that ex-
tended benefits for pregnancy cannot be re- Where are your insurers available for benefits, and vice versa Within

each grouping. the total value ofvested and
duced, but also went on to state that ex- nonvested benefits would be shown sepa-
tended benefits forother conditions mustbe on the mythic business cycle? rately
increased, regardless o f a person's ability or Although top management may object for
inability to work This is the "vice versa ef- other reasons, required disclosures for other
feet "

S THIS THE INSURANCE MARKET cycle that scares the industry?
post-retirement benefits such as hfe insur-

To reiterate, the congressional action said ance appear administratively innocuous
nothing about increasing other benefits to -LH&W Insurance Services, an Encino, Calif, excess/surplus brokerage, is However, this could easily change later on
equal pregnancy, and very clearly stated surveying underwriters and asking them to mark their position on the In the long run, such benefits will probably
that the act may not permit disregarding the "mythic insurance cycle " H&W will tabulate and publish the survey results have to be disclosed in a manner analogous
ability or inability to work as a basic criteria later this year, according to partner Joseph F Weckerle to those now being suggested for pension
Since the old extended benefits for preg- plan accounting .
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Laker Airways plans suit over grounding
By JOHN H. MILLER

LONDON-Laker Airways, a big
British independent airline that
runs competitive "cheap rate'
flights to the U.S., is planning to
file a $28 million lawsuit in the U.S.
over losses suffered when DC1Os
were grounded worldwide after the
crash in Chicago last May.

Laker had no grounding insur-
ance and had to make alternative
arrangements for its passengers,
causing the airline to lose substan-
tial revenue.

Chairman Sir Freddie Laker,
who has been consulting lawyers
both in the U.S. and Britain, says
he will not sue McDonnell

Douglas. It is expected his main
target will be the Federal Aviation
Administration, who ordered the
grounding.

British Caledonian Airways, an-
other independent airline, is plan-
ning similar action.

Broker division

Lloyd's broker Willis Faber Du-
mas has formed an oil and gas divi-
sion after successfully recruiting
three new executives from a major
rival in this field, Sedgwick Forbes
Bland Payne.

The new directors, Donald

Payne, John Turner and Gordon
Newman, have been placing risks
in the U.K. and international mar-

kets for some of the most expen-
sive offshore oil operations.

Interest in broking offshore in-
surance has been stimulated by de-
velopments in the North Sea and in
the seas around China.

"Rates are coming under pres-
sure in offshore risks as various
markets outside London are ad-
ding considerably to available ca-
pacity," said Mr. Payne, managing
director of the new division.

Suit against Lloyd's
Lloyd's marine insurers are fae- 1

ing a $23 million lawsuit in the U.S.
over the sinking of an oil platform
in the North Sea in January that
was on its way to Brazil (BI, Feb. 191

The platform, built by J. Ray Mc-
Dermott & Co. ofNew Orleans for

the Brazilian state oil company
Petrobas, capsized while being
towed on a barge provided by
Oceanic Contractors, a McDermott
subsidiary, from its construction
site in northern Scotland.

Three-fourths of the insurance

on the offshore platform was car-
ried in the London market, with
25% reinsured in the U.S.

In its lawsuit filed in New Or-

leans, the McDermott group
charges Lloyd's and various insur-
ers have failed to meet any de-
mands for recovery of the losses.
Lloyd's syhdicates allege the to-
wing was unsafe.

U.S. cycle dropping
The U.S. underwriting cycle still

seems to be on the way down, says
insurance analyst Derek Chambers
of the U.K. stockbrokerage Kitcat
& Aitken. But he believes the cur-

rent cycle and the last one differ in
which lines are deteriorating most
sharply.

Intensive rate cutting is hitting
such lines as commercial property,
general liability and excess and
surplus business, he says, but auto
is less subject to competitive pres-
sures.

Group disciplined
Lloyd's has begun disciplinary

proceedings against the Chris-
topher Moran broking group after

it was reported that it might not
have complied with the terms of a
binding authority over reinsurance
facilities.

Although no losses have been
suffered and the group's accounts
are in order, Lloyd's wants to deter-
mine whether any of its bylaws
may have been broken by the
group or a marine insurance syndi-
cate, No. 566, run by Herman Hed-
ley Agencies, with which the group
has been associated.

U.S. investment

CommercialUnion is planningto
inject another $60 million into its
U.S. business in a bid to reassert

the muscle it had before pulling
out from loss-making lines in 1975.

Commercial Un.on will use its

investment to strengthen its sur-
plus and to expand data processing
and claims retrieval services to.im-
prove agent/broker facilities.

"We're adopting a new strategy
for our activities after trying it out
for several months," said Cecil
Harris, U.K. executive director
concerned with North American
operations.

"We're giving more underwriting
authority to agents and more au-
thority to settle claims. Much of
our effort in the past year has been
devoted to personal lines to give
agents closer contact with us and

better returns for them.

"Our aim is to segment the mar-
ket and give our agents the right
products at the right price to at-
tract the best business. Atthe same

time we're also developing a new
strategy for commercial lines,
which represent about two-thirds
of our portfolio and which have
been reasonably profitable during
the past two years."

Commercial Union's premium
income from the U.S. rose 11% in

the first six months this year, cov-
ering both personal and commer-
cial lines. But it lost an estimated
$25 million on underwriting in
London, because ofthe severe win-
ter losses and·the cost of restruc-

turing its U.S. activities.

Traders sue
New Zealand trading firms have

filed a $5.6 million suit against U.S.
and Belgium insurers in hopes of
recovering damages for produce,
including large quantities of on-
ions, that was damaged on its way
to overseas buyers.

The suit, filed in San Francisco
on behalf of Auckland export trad-
ing group Mason & Porter and
New Zealand Distributing Co.,
concerns an "inherent vice" clause

in insurance contracts covering
such goods, according to the
Brentnall Beard group in the
U.K. I
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Command performance
The Michigan Health Care Cost Containment Coalition,

an alliance of industry, labor and the health care field, was
called in for a"command performance" on the current pro-
posed legislation affecting Blue Cross/Blue Shield.

State Rep. Richard Fitzpatrick (D-Battle Creek), ·chair-
man of the house insurance subcommittee, said he asked
the·coalition·to draft language for the costcontainment part
of the bill.

The panel had largely lain dormant since an earlier legis-
lature formed the coalition to study the problem of unused
hospital beds in Michigan, he said. The group's recommen-
dations resulted in legislation eliminating 1,400 excess hos-
pital beds in 1977.

Excess beds drives up hospital costs because they en-
courage hospitals to admit patients who, under other cir-
cumstances, might not bejudged in need of hospitalization.

The coalition is made up of representatives ofFord Motor
Co., General Motors Corp., Chrysler Corp., the United Auto
Workers, the AFL-CIO and Blue Cross/Blue Shield of Mich-
igan.

Political pressure expands
bill to regulate Mich. Blues

By JOHN MAES

LANSING, Mich.-An effort to
change the structure of its board of
directors has turned into a ·night-
mare for Blue Cross/Blue Shield of

Michigan officials who face the
prospect of much more state regu-
lation than they bargained for.

BCBSM has soughtlegislation to
allow reductions in the size of the

board, but political pressure from
consumer, industrial and pclitical
groups seeking greater regulati6n
ofthe plans has broadened the leg-

islative scope of the proposal.
"What went in as a two-page doc-

ument has come out as a 40-page
document," said Richard Femmel,
vp/communications for BCBSM.

The current bill, if passed, would
require BCBSM to place political
appointees on the board and would
cap the amount of yearly reim-
bursements to health care pro-
viders. Also, BCBSM would be re-
quired to demonstrate progress in
cost containment or risk state in-
tervention.

BCBSM basically doesn't object
to state monitoring and possible
regulation of its cost-control pro-
grams, but opposes further regula-
tion on the structure of its board of

directors, said Mr. Femmel. And
BCBSM objects to prohibitions
against development of riew ad-
ministrative services only con-
tracts (ASO) with self-insurers.
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I fyou're like most people, you can as far
as the value of your property goes -
whether it's the things in your home, a fleet
ofjetliners or a heavy industrial plant. But
as a buyer ofinsurance, do you know
where to go forlowestpremiums possible?
When you need insurance,you need
DaleandCompany.We will quote rates that
are not only competitive but probably
better than most. Dale people are experts in
assisting clients in the reduction oftheir

-

f*In,

premiums because we consult on every
levelinvolved. Our people have years of
solid experience in the business.Which
means we can provide each client
with the broadest coverage necessary.

Not incidentally, Dale and
Company is the largest public insur-

ance broker owned by Canadians.
Our client list reads like a

Who'sWho ofthe Canadian business

world.Dale does it for them.We can do it foryou.

Dale & Company Limited *
Insumnce Brokers

Mancouve# Edmouton, Ca/gary, Winnipeg, Toronto, Hamilton, London

Windsor, Ottawa, Montreal, Halifax, Stjohn's, Corner Brook, Grand Falls.

Box 18,Toronto-Dominion Centre,Toronto, Ontario MSK 182.Telephone: (416 366-4645

The bill, however, is still tied up
in the insurance subcommittee of

the Michigan house of representa-
tives and will probably not become
law until later this year or early in
1980.

BCBSM is "most concerned"

about the part of the bill that em-
powers the governor, senate major-
ity,leader and speaker o f the house
to appoint voting members to the
board of directors. Such a move
would unnecessarily thrust poli-
ties into the operations when the
board of directors is already cus-
tomercontrolled, Mr. Femmelsaid.

The current 47-member board in-

cludes 59% customer or user repre-
sentation from unions, corpora-
tions and individual plan sub-
scribers. The reduction in member-

ship to 28 would increase the sub-
scriber control of the board to 75%,
Mr. Femmel said.

Restricting BCBSM from devel-
oping new administrative services
only contracts with self-insurers
would be an unfair restraint of

BCBSM's ability to compete in the
health care field, Mr. Femmel said.
That. provision is designed, how-
ever, to keep BCBSM from mono-
polizing the area, Michigan insur-
ance commissioner Richard A.

Hemmings said.
The cost containment portion of

the bill was drafted by the Mich-
igan Health Care Cost Contain-
ment Coalition, a group represent-
ing the "Big Three" automakers,
the United Auto Workers, the AFL-
CIO and BCBSM.

I

The coalition, set up by an earlier .
legislature to study. the problem of
excess hospital beds in the state,
was asked by Mr. Fitzpatrick to r
draft the cost containment provi- 6
sions. 1%.

Jack Shelton, manager-employe
insurance department at Ford Mo-'Lf sairlle harirpmoasnaltvoZihold  _
increases in reimbursements to D '
health care providers to the general L
rate of inflation. **

BCBSM would be allowed to 
devise its own cost control mea- 11 
sures but the insurance commis- ..

sioner would be empowered to im- j '
pose his own measures if the ef- E
forts prove unsuccessful. "Whatft-
we're saying is rather than having a,h
rate authority, let's put the presfi„'
sure on the provider class to pro-1 ·
vide a program to keep the costs inf,*
line," Mr. Shelton said. 'That's * .
what we think will work." t'·

But BCBSM contends its 70 Cost h
containment programs cut healthOr
care costs in the state by 9% lastf
year, or $466.7 million, compared',
with a 1977 cut of $428.7 million. ?

Mr. Femmel said BCBSM also re-E
wards hospitals, doctors and otheke·
providers whose costs declin¢"
and is studying the possibility 4,
expanding the program to psychif :
atric care providers. BL

The proposed bill has been theb

center ofconsiderable controvers¢4
in heavily industrial Michigant;.
where BCBSM has 5.3 million corj,
porate and private subscribers thall¢·
generate $2 billion in yearly pre- 4

mium income. Mr. Femmel said  ,
58% ofMichigan'sworking popula-,
tion is covered under BCBSM ki
plans, with 43% of the plans' total f .
business involving the auto indus- 1,
try.

BCBSM officials view the bill as j'

an "intrusion" of government into Zi--
the affairs of private business. r 1

But state legislators and insur-,t'
ance officials see the measure as far*

from a nightmare. They argue such] r
a law is in the public interest, is L..
necessary to control skyrocketing K
health care costs and needed to in- 115
crease the voice of the consumer ''
on the BCBSM board.

C
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Fortune floats on China trade
"With the re-establishment of

2hina-American relations the Ori-
ent once again beckons-
tantalizing American business
with glimpses of rich opportunity.
'ts gigantic and varied geography
. . its vast population... its virtu-
77 untouched natural resources
. its great need for industrial de-
lopment... alt contribute to
ina's mystique as a new market

Western goods and services."
AIG brochure on Chinese
surance ventures.

By DAVE GALANTI

3HICAGO-China. For most
)ple the word conjures up vi-
ns of rice paddies, vast terrains
1 the Great Wall.

'or U.S. brokers and insurers,
vever, China is a one-billion-
son untapped market for prod-
; and insurance. That statistic
ne makes the market potentially
,ealing to American business.
garsh & MeLennan, Alexander

SIDE

& Alexander and Frank B. Hall &
Co. all have shown an interest in
brokering Chinese insurance busi-
ness. It could be marine insurance
on exports like handicrafts and
raw materials, aviation insurance,
or reinsurance agreements with
the People's Insurance Co. of
China, the monopoly insurance
company of the People's Republic.

They're not alone. Smaller bro-
kers with a historic interest in ma-
rine or international insurance,
such as Wright & Co. in Washing-
ton and Nausch, Hogan & Murray
in New York are also looking into
Chinese business.

Among insurers, American In-
ternational Underwriters believes
it is leading the pack, but readily
admits it is looking over its corpo-
rate shoulder to see what other
large international insurers will do.

This interest is unusual because
both brokers and insurers realize
the profit potential will be rela-
tively small for some time. Trade
between the U.S. and China last

rokers play Marco Polo
Caking a play for China cargo insurance may mean looking fool-
h for awhile. But then most heroes have looked foolish, says
an Strazewski. Page 58D.

dgency aims for independence
'isconsin's Robertson-Ryan and Associates run more of a pro-
teel' co-operative than a profit-center, sharing staff and ac-
unts freely. Page 58F.

obbys seek regulation clout
ig brokers and small agents groups have joined the lobbying
andwagon with federal and state research programs. Pages 58H
nd 58I.

year barely topped $1 billion. By
1985 that total will grow to only
about $5 billion (See related story,
page 58E:)

If money isn't the sole attraction,
could it be the mystique of China?

"It isn't everywhere that you can
talk aboit a market of a million

people," says John Cizek, execu-
tive vp c f the aviation division of
Frank B. Hall & Co.

"Chinese officials feel that they
can reach an industrial peak in the
year 2000 similar to that reached by
Japan in 1979," Mr. Cizek adds.
"Nobody really knows whether
they can do that'or not, but to do it,
the foreign capital will have to be
there. If that capital is there, the
insurance market will be there as
well."

It's deceptively easy to break
into the C hinese insurance market,
according to trade regulations. All
you hav€ to do is make arrange-
ments with the People's Insurance
Co. of China, an insurer with 800

A&A's Fobert Moore (left) is
learning the Washington ropes.

employes-pared from sorne

45,000 before the revolution. But
the work comes in making those
contacts, say representatives of in-
surance interests who have been
there.

Houghton Freeman, executive
vp of AIU/AIG Corp., who was
born in China and a resident of

many years in the Far East, has
been to China three times since re-

lations between the U.S. and China
warmed. His goal was to gain famil-
iarity with the new China and pave
the way for relations between
PICC and AIU.

"To realize what we went

through, you have to realize what
the PICC does," Mr. Freeman says.
"About all they insure are import
and export cargos, plus hulls and
aircraft that call at foreign lands.
They don't provide basic property
insurance or lines like workers

compensation because that type of
insurance doesn't exist inside the
People's Republic."

Until recently, therefore, the
main contact any outside insur-
ance interest had with the PICC
was to arrange or accept reinsur-
ance on risks insured by the PICC.
Before U.S.-China conditions

changed, these agreements were
usually made via Japanese or Eng-
lish interests. The agreement AIU
eventually signed with the PICC
gives AIG part of the reinsurance
action as well, Mr. Freeman says.

When AIG looks at the future,
however, it sees another market-
basic insurance coverages for fully

< or partly foreign-owned risks
1 within China.
0 "The PICC recognizes that when

 the outsiders come in, they'll want
some kind of insurance," Mr.
Freeman says. "Our arrangement
with them calls for us to be able to

provide some of that insurance.
The PICC will welcome our busi-
ness and act as our claims repre-
sentative within China. What

they're asking in return is to be
able to pick up a piece of the
action-usually anywhere from 5%
to 10%."

AIG is prepared to offer insur-
ance ranging from political risk in-
surance to basic auto, says Mr.
Freeman. "We tell the brokers here
that we'll provide the insurance
that they would ordinarily need for
a venture of this type," he adds.

If there is a fly in theointment, it
is in a Chinese law passed recently
to allow American interests to form
joint ventures in China. The law
permits foreign interests to control
from 25% to 100% of these ven-
tures, but insists that Chinese in-
surance interests provide the basic
insurance.

AIG is aware of the law, Mr.
Freeman says, but it is waiting to
see its effect. "Although the PICC
is interested in someday providing
basic risk coverage, right now it
doesn't have the expertise to do so.

"The insurance will have to come
from somewhere and we'll be
happy to advise them whenever
they need help," he says. Although
they have partial ownership in
three insurance companies in
Hong Kong and Singapore that
write some basic risks, they don't
have the people yet who can write
these lines on a large basis.

"We've offered to have their peo-
ple come over here to take insur-
ance courses, but they haven't sent
anyone yet. They said they're not
quite ready," Mr. Freeman adds.

If the PICC isn't quite ready, nei-
ther are all the big brokers as ex-
cited about China as AIG seems to

Continued on page 58J
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U.S. - China Trade
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Although the U.S. insurance industry is
becoming increasingly interested in

trade between the U.S. and China, thejaci
tual tade is expected to grow slowly for

the foreseeable future. U.S.-China trade,
which totaled $1.1 billion in 1978, is ex-
pected to climb only to $5 billion by 1985.
At the same time, Chinese trade will
make up, only a small percentage of U.S?
trade when compared with some of the
U.S.'s more traditional trading partners,
such as Japan orWest Germany. TheU.S.

is also not the only competitor for China's
import trade. In 1978, China imported
fewer goods from the U.S. than from ei-
ther the United Kingdom, West Germany
or Japan. Data source: U.S. Department
of Commerce.

A Manhattan Life Pacesetter

THE AEGU

$300,000 ']n./0-4,0

GROUP INSURANCE . . . E
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Manhattan Life's Affiliated Employers Group Life
Insurance (AEGLI) policy-the most talked about Also available at the AEGLI Pro Shop
group insurance plan in the industry today.

• Spouse Insurance
(Group policy no. 9OOOGL. Available in Texas
only on a limited basis). • Accidental Death Coverage

Entry Purse • Group Permanent

Qualifications • Flexible Insurance Schedules

25 or more lives • Many, Many More Features

20-24 lives

15-19 lives

10-14 lives

Up to $300,000 per Life
Guaranteed Issue

Up to $ 80,000 per Life
Guaranteed Issue

Up to $ 60,000 per Life
Guaranteed Issue

Up to $ 50,000 per Life
Guaranteed Issue

Want to score a hole-in-one with group insurance?

Then tee off with the AEGLI Pro-your local

Manhattan Life General Agent

Trade with China <

will grow slowly, *
U.S. officials say «

WASHINGTON-Despite a five-
fold increase in China-U.S. trade

over the next five years, it appears
it will be some time before com-

merce between the two nations

reaches trade levels comparable to
those between the U.S. and its

more traditional trading partners.
Trade between the U.S. and

Chma last year equaled only about
$1 billion, or an average of $1 for
every man, woman and child living
in the Asian nation, according to

the U.S. Department of Com-
merce's Industry and Trade Ad-
ministration.

Comparatively, the U.S. and the
U.S.S.R. shared $2.8 billion in
trade in 1978. West Germany and
Japan fared even better with the
U.S., sharing $17 billion and $37.4
billion, respectively.

Trends don't indicate much of a

change for the future between
China and the U.S.

"We see a gradual increase in the

trade between the two nations, but
it won't be anything spectacular,"
says N.R. Chen, a China trade spe-
cialist for the Industry and Trade
Administration.

"We expect that by 1985, the
trade should be somewhere around

$5 billion.

"Of that, about $3.5 billion will
come from U.S. exports of agricul-
tural products-such as wheat,
corn and soybeans-and machin-
ery and other industrial items, par-

ticularly oil exploration equip- -«
ment.

"The Chinese want to begin to
export light industrial products so /
they'll buy the machinery that /
makes that goal possible," Mr.
Chen said.

As for exports, Mr. Chen says,
they will be limited to a few items. B
particularly in the near future.

"They've started selling us crude
oil in limited amounts," he says.
"but mostly we'll be buying food. 1
handicrafts, antiques and textiles.

"It's safe to say that for the next ,
few years, at least, the balance of

trade to China will be in our favor," 4
he added.

Experts aren't sure of China's
ability to spend large amounts of
money on trade and industrial im-
provements, Mr. Chen says. With- '

out these finances, it will be hard to.<
pay for increasing levels of ex-
ports.

Also, China's limited money isn't

all going to the U.S.
"We have to face competitors in

trading with China," Mr. Chen
says.

"For instance, France and th6
United Kingdom each signed long-
range trade agreements with the
Chinese for $13.6 billion and $14
billion, respectively."

Asa result, the U.S. probablywill
only be able to snare a small por-

tion of China's trade with foreign
nations. •

Select from threetournament levels

All entries subject to our underwriting guidelines

LEVEL PAR

Championship
20% - 40% • Can be written on as few as one life

discount on • No cutbacks at age 65

New York State • Lifetime coverage available
group rates at retirement

Masters

30% - 50% • Requires 10 or more lives
discount on • Coverage reduces by 50 percent at
New York State age 70, and additional 50 percent at

group rates age 75

• Coverage terminates at retirement

Pro

40% - 60%

discount on

New York State

group rates

• Requires 10 or more lives

• Coverage terminates at age 70

r
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MANHATTAN LIFE
THE MANHATTAN LiFE |NSURANCE UMPANY

The Pacesetters

Setting the pace in products. underwriting and service

Home Office:

111 West 57th Street, New York, NY 10019
Telephone: Marketing Department (212) 484-9445,48+9432

a company of the MANHATTAN LIFE corporation
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We're giving your
Since the ad below appeared, we've been getting

bond business a
country. And for good reason. They've

a lot of interest from contractors across the

learned that, once they've established a
constructive

ontinental agents can give them
contraot bond line of credit, selected

e bonds they need in a hurry.
It's a concentrated effort to

help our agents write more
bond business. And it's

orking.
For more information,

te Morris L. Ford, Vice

President, Bond Depart-1*Te efre ment, The Continental
Insurance Companies,
80 Maiden Lane, Newi 1£000 York, N.Y. 10038.
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Polo breaks new ground on the road to China
By Len Strazewski

ATE DON'T GET many people in the office who
V V carry shovels over their shoulders, so when he

walked in he raised a bit of a ruckus. The receptionist
always sends unusual people straight to me because
she assumes they are brokers.

She's usually right. Risk managers speak only when
spoken to. Insurance company officials speak only in
press releases and formal statements. Consultants al-

ways come dressed for lunch.
But you can expect anything from brokers. As peo-

ple who listen to problems all day long, brokers get to
be very adaptable and free-wheeling. It's not all that
unusual for a broker to jump on a plane to London to
set up some unusual coverage-like cargo coverage
for a batch o f marble for a Saudi oil sheik. Or disability
coverage for a canine movie star.

Okay, it is unusual. But it happens and only bro-
kers know how to take those situations in stride. In

fact, the only situation that makes brokers more exci-

ted than a bizarre risk to 1place is an untapped op-
portunity for new busi- 1.,
ness.

So ] shouldn't have

been surprised when

this shovel-carrying k.

broker announced he

was going to dig a tun-

nel to China to get first <. 6
crack at this giant new/

told inarket.

"It's the biggest op-
porturity to come to the
indus:ry since World
War IL" he said, "and I len'*lines
don't want to miss out.

A direct route is best and if I'm first I'll get the lion's
share. "

Pretty heady concepts for som€one whose name I
don't know, I replied.

set

Uourself
free

,

He held out his hand-the one that wasn't holding
the shovel.

"Polo's the name," he said, "and I'm out to open up

China for this industry just like my ancestor brought
the wonders of China to Europe."

Your ancestor?

"Yep. And namesake. I'm Mark Polo, great-
grandson-to-the-29th-power of Marco Polo."

With this, I smelled a story. I have talked to all sorts
ofbrokers in the year that I have been working exclu-
sively on this section of Business Insurance. Some
producers were hypesters trying to convince me pro-
grams that had been going for 10 years were suddenly

new and -innovative" because they managed to get a
comma removed on an insurer's policy form.

Some were quiet and scholarly, true students o f in-
surance who could close their eyes and recite forms,

rates, requirements and techniques from a file in their
minds. Others came looking to me for advice; a mis-
take, because I know only what pe6ple tell me.

But I've never interviewed a direct descendant

of a famous Italian explorer.
Sit down, Make yourself com-

fortable. Let me hang up your
shovel.

Daily cares vanish as skipper and crew match wits with wind
and wave.

Similarly, insurance worries disappear when specialists apply
their skills to solving your excess and surplus lines

problems.

The Crowther People... experts in tailoring surplus
lines insurance to individual needs. Their creative

solutions "set you free" from the concerns of
hard- to-place risks.

.

*f

-

Minneapolis
612/333-036 1

Bisnnarck

701/223-1112

Des Moines

515/243-1221

Billings
406/248-7183

Omaha

402/393-2040

Boise

208/336-7 131

the

Crowther
People

Sioux Falls

605/336-0960

Madison

608/271-6500

Springfield
417-887-0354

Denver

303/753-0071

"I'll keep it, thank you. I have a
lot of digging ahead of me."

He sat down and honed the

shovel blade as he spoke. His
words had the spice of the Orient.
"We've been missing the boat for a
lotofyears, you know. All this Cold
War battling with Communist
countries. Think of the markets

we've been missing."
He leaned back in his chair and a

faraway look crept into his eyes.
"There's over a billion people in

China and thousands of miles of

natural resources," he continued.
"With Western trade, you know
those resources are going to open

up and that marine and aviation
coverageare goingto be booming."

Of course, I replied. When Coca-
Cola goes somewhere, can
McDonald's and Double-Mint gum
be far behind? And Gloria Vander-

bilt designer jeans? And Su-

perGIue?
"Yep."
But isn't it true, I added, that

trade between China and the

United States is going to be tiny for
at least the next decade? The Com-

merce Department says to expect
only $5 billion in trade by 1985. We
do as much business with China as

we do with Ecuador. Do you want

to dig a tunnel to Ecuador, too?
"Nope. There's something spe-

cial about China, though. It's mys-
terious, that's for sure. And I've al-

ways had the feeling that the U.S.
made a mistake in the way it dealt
with China after the revolution. I

suspect that the recent Presidents

have felt that way, also.
"Besides, new business is new

business and I can't refuse to pass
up any opportunity. With these soft
market conditions, it's all I can do
to keep premium volume up to last
year."

I sympathize. Inflation and crazy
market cycles are no joke to bro-
kers. They cause profits to ride a
roller coaster and make long-range
planning for both broker/managers
and their clients almost impossi-
ble.

But is China the way out?
"I don't know," Mr. Polo replied.

"But it's got to be different than it
is here. And I could use a change of
scenery. The U.S. business climate
is getting me down."

It's chancey. You could lose your
shirt. Your fellow brokers may

wind up calling you a fool. I
wouldn't do it.

"I suppose you wouldn't," he re-
plied, looking me in the eye. "But
then I haven't seen many Stra-
zewskis in the history books." •

RBH in Hawaii

Chicago-based Rollins Burdick
Hunter Co. has established a new

subsidiary, Rollins Burdick
Hunter of Hawaii Inc,, and has
opened an office in Honolulu.



When itcomes to standing bythe broker,
Metropolitan reallystands outin the crowd.

Standing out isn't always easy. But
Metropolitan Life is interested in your Group
business. So, we'll do more than the rest of the

crowd to help you satisfy the needs of your
Group Insurance and Group Pensions clients.

We'll tailor employee benefit programs.
Expedite proposals. And support you with
quality, up-to-date underwriting, claims and
communication services, both before and
after the case is closed.

ID.»-,
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Call us for a quote on your next Group case.
We want to work with you. For more information,
send for our booklet "Broker's and Consultant's

Guide to Metropolitan Group." Write Metropolitan
Group Insurance Marketing, One
Madison Avenue, N.Y., N.Y. 10010.

Metropolitan
Metropolitan reallystands byyou.

LIFE/HEALTH/AUTO/HOME/RETIREMENT
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Milwaukee brokers brew co-op agency

"We follow a ruggedly individualistic pattern here," says Jack T.
Ryan, cofounder of Robertson-Ryan & Associates.

An open, friendly
relationship with

your clients is basic.

Why jeopardize it
with the strain of

collecting premiums ?

Premium financing.
It% good for

your business.

MILWAUKEE-The producers
of Robertson-Ryan & Associates
here share their technical knowl-

edge and staff much like they share
the hallway plague that announces
their firm.

Among the names on that plague
are the 15 producers that work in
the Milwaukee-based brokerage,
from founders Jack T. Ryan and
A.D. Robertson to relative new-

comer Jim Boyce. One of the
nameplates is still empty, but it
won't be for long.

"We have one-no, make that
two-more people coming on
soon," Mr. Boyce says with alaugh.
"We don't know what we're going
to do about that sign."

The sign reflects more than the
number of producers that make up
Robertson-Ryan. It's also a symbol

o f the management style practiced

ABT local leader
within-a style that places a great
deal of emphasis on individual ef-
fort and success.

Robertson-Ryan producers func-

tion more like a friendly co-op,
sharing support staff but maintain-
ing control of their own books of
business. But instead ofcompeting
against each other as individual
"profit centers,"the agents pass on
extra business to their colleagues.

Robertson-Ryan producers pro-
claim success with their organiza-
tion. Although its style may be far
different from that ofAlexander &

Alexander or Marsh & McLennan,
within its metropolitan Milwaukee
territory Robertson-Ryan is a rec-

You know whata hassle it is when you have to call a clientabout
an overdue premium. Itcan harm your relationship, cloud
opportunities for future business-and it wastes your time.

That's whyyou should point out the advantages of premium
financing to every comme-cial account, large or small. When
premiums are financed by AFCO, your collection problems
disappear. We handle the billing-and collection problems,
if they arise.

Serving the premium financing needs of agents and brokers has
been our business-and our only business- for nearly a quarter
of a century.

We're ready to serve you. With a network of 17 offices in the
U.S. and 5 in Canada, we're able to provide local, same-day,
personalized service.

For the AFCO office which serves your location contact:
Paul M. Holland, Vice President-Alarketing, AFCO, New York,
(212) 233-8000.

Or call our Regional Vice President nearest you collect:
Baltimore, Maryland-Douglas A. Falkner (301) 296-5000
Chicago, illinois-john Hansen (312) 449-3500
Kansas City, Missouri-G/oria Lefton (913) 381-6900
Los Angeles,California-Louis P. Seidensticker (213) 703-1851
Pine Brook, New jersey-Robert M. Breckenridge (201) 575-7770
Toronto, Ontario-Peter D. Birkbeck (416) 868-6777

ognized part of the insurance es-
tablishment.

"We follow a ruggedly individu-
alistic pattern here," says Mr.
Ryan, who helped form the broker-
age in 1960. "We're not an ABC

house, or an independent broker
who sold out to one. We're a group
of producers who all own our own
books of business and are rela-

tively free to come and go as we
please."

If that is an unusual way ofrun-
ning a brokerage, the Robertson-

Ryan people say that's just fine
with them. For the more latitude

and power they believe they can
give to their associates, the more
they believe the entire brokerage
will benefit.

"Although my name and Mr.
Robertson's are the ones on the

company logo, we constantly think
incentives here," Mr. Ryan adds.
"We share everything: contingen-
cies, perks, whatever. Everyone
has a piece ofthe action." They also
share costs-45% of each pro-
ducer's commission is taken to pay
for technical staff and overhead.

Robertson-Ryan began when the
two founders decided they weren't
pleased at the local agency they
were both working for, which was
founded by Mr. Robertson's father-
in-law.

"We found we had two choices-

we could stay or we could leave,"
Mr. Ryan says. "We decided to
leave. With his (Mr. Robertson's)
background in engineering and
mine in law, we felt we could sue-
ceed."

However, they decided that
whatever became of the new bro-

kerage, it would succeed on the ba-
sis of individualism. And it has re-

mained the same through the sue-
ceeding years, which have seen
premium volume grow to an esti-
mated $12.5 million in 1979 from
$1.2 million in 1960.

"The only security we have is in
ourselves," says Mr. Boyce, who
joined Robertson-Ryan one and a
half years ago. "Some people
might be frightened by the inde-
pendence here. But there's really
no gamble, because the same quali-
ties that can make you successful
at the national brokerages can
make you even more successful
here."

Mr. Boyce adds that he believes
he has the best oftwo worlds in his

job. While he owns his own ac-
counts, he can sell insurance full
time because all technical work is

passed along to the broker's 23
technical and clerical staff mem-

bers for underwriting and process-
ing.

"One of the facets here is that we

retain our independence on one
hand, but we have a feeling ofunity
on the other," says Elwood E.
Juckem, executive vp and general
manager. "You can sell as much as
you can, but there are also enough
experienced producers here so that
no matter what comes up, someone
has seen something like it and can
lend a hand."

Vp John Kuhnmuench agrees.
"Iwas on my own fora while," he

says. "I had a part-time person and
I did some ofmy own billing. When
Jack (Ryan) contacted me, it really
took a load off. Before, I had to do
rating on my own; now I have qual-
ified people to do it for me."

And having the time to sell really
helps, Mr. Boyce says.

"When it comes right down to it,
everyone has to buy insurance," he
says. "And in the end, what you're
selling to these people isn't an in-
surance form, it's you."

As further evidence that

Robertson-Ryan is indeed a co-op,
Mr. Ryan added that many people
in the insurance industry don't be-
lieve him when he tells them nei-



ther he nor Mr. Robertson draws a
salary.

"We also don'ttry to force people
to stay here ifthings aren't working
out," he adds. "We don't get
messed up with non-compete con-
tracts or anything like that. As long
as a producer doesn't owe us mon-
ey, he can take his files and go."

Robertson-Ryan carefully re-
cruits the producers it invites to
join the organization. Integrity, ini-
tiative, courage, education and a
desire to be an individual all count
highly in choosing a new associate,
Mr. Ryan says.

"The person has to be moti-
vated," Mr. Robertson says.

"That's because here you will
make as much as you want, but it
will depend on how much you
want to work. We want a producer
to work hard, but we'll also take
care of his accounts if he decides to

leave for a couple of weeks."
Mr. Juckem says the brokerage's

gross income-expected to reach
$1.4 million this year-has grown
about 80% since 1974. The increase
is because of the addition of new

brokers and expansion of ac-
counts. Commercial insurance for

small and medium sized accounts

makes up about 85% of its busi-
ness.

As for competition between
members, the associates admit it

exists, but say it rarely gets out of
hand. "I think a problem where
two producers have wanted the
same risk has only happened once
or twice," Mr. Robertson says. "If it

does happen, we sit down and de-
cide which way is the best way to
do it from the customer's angle.

"But there's so much potential
business in this area, you don't
have to eye another associate's
business," he adds. "In fact, we try
to shovel a lot of new business to

our younger producers to get them
going."

The younger producers are im-
portant to Robertson-Ryan's fu-
ture, Mr. Ryan says. Although the

national houses have made many
offers to purchase the brokerage,
the associates say they plan to stay
local.

"A few years back, we looked
around at the future of Robertson-

Ryan and decided to bring some
younger people in," Mr. Juckem
says. "Rather than get to a certain
point and sell out to an alphabet
house, we decided to develop the
continuality of the organization
and stay local."

"The benefit of this comes in the

relationship with our carriers," Mr.
Boyce says. "Our reputation is ex-
cellent because they know we're

going to continue to be here pro-
viding them with the business they
like."

Robertson-Ryan producers say
they have as good an access to mar-
kets as the national houses do. On

their own turf, they add, they be-
lieve they can beat the national
brokerage 90% of the time.

"I think with many of the big ac-
counts going self-insured, the big
national houses will eventually see
our kind of business (medium to

medium-large commercial and in-
dustrial risks) as the thing they'll
need to come after," Mr. Boyce
says.

"But on that kind of a local basis,
it's one on one. We feel we have as

good a number of markets and as

good a group oftechnical people as
they do. And they just can't call on
risks with premiums of between
$5,000 and $10,000 because their
costs kill them. That's why I think
we'll succeed in the end." •

Brokers join NAIB
Two brokers have joined the
ranks of the National Assn. of In-

surance Brokers. Hagedorn & Co.,
a New York City brokerage, and

the Nordstrom Agency of Minne-
apolis, Minn., were approved for
membership at the governing
committee's recent meeting.
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"There's so much potential busi-
ness in this area," says A.D.
Robertson, president.

RISK ANALYSIS & RESEARCH CORPORATION

in cooperation with The St. Paul
announces

A unique
new program

of professional
liability insurance

for insurance

agents and brokers.

RAR
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Consider these benefits:

• a comprehensive program of services,
tailored to the truly professional firm of 15
or more employees..

• broad coverage at campetitive rates.

• intensive loss prevention and professional
development.

• expert preclaims counseling services without
cost to insureds.

If you have been looking for a full service program of

professional liability insurance and think you might
qualify, we would like to hear from you. Write, or
call us today on our toll·free number, 800/
227-4284 (in California. call 415/433-1676).

Risk Analysis &
Research Corporation
50 California Street, Suite 545

San Francisco. CA 94111

CAD CU's Commercial Account

Policy (CAP)... designed to offer

A good fit virtually any coverage available

foranybusiness. at a competitive price.
to almost any kind ofbusiness . . .

It's easy to sell because all cov-
erages are written in one policy
and serviced by one company.
Plus- coverage can accommodate
many unique characteristics of
your client's business.

CAP also offers a superior
range of pricing capabilities in-
eluding a special premium dis-
count for those businesses with a
record of successful loss control.

Eligibility requirements for
CAP are as flexible as the policy
itself. You can sell CAP to large
corporations as well as to the
smaller businesses in your com-
munity. And its easier-to-read
format allows you to determine
coveragesata glance.

Ifyou'd like to know more
about selling CAP, contact your
nearest Commercial Union office.

Commercial Union

Assurance Companies
One Beacon St.

Boston, MA 02108

f VOUR//*m.*#1
/41/11/Ie/AGENT /
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A&A studies federal government game
A/BT

4.

"Most people in government really don't know how our industry
works," says Robert Moore (left) of A&A.

A

Q

t

WASHINGTON-Alexander &

Alexander's Robert Moore be-

lieves you have to know how to

play a game before you can think
about winning.

So the A&A director of govern-
ment relations has been studying
therulesofgovernmentaldecision-
making before taking any stands

on issues. He's talking to govern-
ment officials, participating in the
Conference Board think tank and

looking at the various factors and
factions that make up the process.

This careful examination is cru-

cialifthe government and industry
affairs office he is establishing is to
be a success, Mr. Moore says. For
he believes the nation's second

largest broker can take knowledge-
able stands on insurance issues

only after it knows all possible
sides of those issues.

T

Y

His approach reflects his 10years

of background in organizational
analysis and management, includ-
ing time spent as emerging issues
systems coordinator for the Con-
ference Board, associate professor
at the University of Maryland and
congressional consultant and ad-
viser to the U.S. Senate and House

of Representatives.
"I think it's important for busi-

ness leaders and government offi-
cials to develop a more objective
way oflooking at the nation's prob-
lems," Mr. Moore says. "I think
that's why President Carter was
elected in the first place. The voters
were saying that we needed to

5

r
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"I've heard about writing 'with a vengeance' but
really ... an 827-page book on slow claim service?"

Writing an expose' on the claim department
might be good therapy, but it 11 never
sell. Agents are well aware of the pro-
blems that accompany overdue claim
checks. What's needed are solutions to

these problems. That's where Bituminous
comes into the story. Our staff of highly
skilled adjusters handles most claims

themselves for service that's fast, fair
and accurate. If our kind of claim ser-

vice sounds good to you, give us a call.
Bituminous, the full-line, full-service,
property/liability companies specializ-
ing in business insurance.

0 Bituminous INSURANCE

COMPANIES

work together to solve human
problems. The energy crisis has
served further notice that we as

Americans really do have things in
common.

"I think A&A thinks this way,
too. We believe in the process of
looking at a problem and address-
ing it realistically. We believe that
if we don't work to come up with

the solutions to problems our-
selves, others will. So ifwe want to
help make those decisions, we
have no choice but to study them."

Next year, corporate plans call

for Mr. Moore's department to take
a more active role in the Washing-

ton scene. The office will empha-
size becoming aware of insurance-

related issues early in the game, so
A&A will have sufficient time to

react. The office will also do re-

search, similar to that done already

in providing selected information
about conditions in Saudi Arabia

to A&A decision makers.

But for the immediate future, at
least, Mr. Moore is working on get-
ting his feet wet and learning the
rules o f the game.

"Most people in government re-
ally don't know how our industry
works," he says, "They don't know

what brokers do, in large part be-
cause we've never had the occasion

to explain it to them.
"At the same time, we in busi-

ness have to come to realize that it

takes an enormous amount of time

and patience to work in Washing-
ton," Mr. Moore adds. "The busi-

ness community is used to work-
ing quickly. This puts them out of
sync with the civil servants who

draft the nation's rules and regula-
tions. We can't continue to over-
look this."

Nevertheless, he believes civil
servants and legislators are willing
to listen to the business world.

''Their business is information

andtheirjob depends on how accu-
rately they do their job. These peo-
ple can't afford to ignore the infor-
mation our orany industry can pro-
vide to them," he says.

"But if we don't tell them, they'll
never know about us," Mr. Moore
adds. "One of the dangers of this
situation is that those who vote on

important issues won't really know
all sides of that issue. We feel A&A

will do a better job if we can pro-
vide that information."

That's why A&A opened the
Washington office, president John
Bogardus says.

"We know we already have a

presence in Washington through
our trade organization, but w6
don't feel this office is a duplica-

tion," Mr. Bogardus says, "A&A is
large enough now to need a pres-
ence of our own.

"The intent of that office is to be-

conne involved earlier in the

decision-making process on insur-

ance issues," he adds. "However,
we want to go into other areas of
public policy as well. That's why
we lend Mr. Moore part time to the
Conference Board-it's a sacrifice

to us, but it's a contribution we feel
we should make."

Mr. Moore expects his

department's role will increase in
two ways. More A&A managers
will travel to Washington to talk
with public officials about evolv-
ing issues. Also, the department it-
self will spend more time taking
stands on issues.

The participation will stop short
of formal lobbying, however.

"I think our way of coming at the
problem of federal regulation and

insurance problems is unique," he
says. "But I think it is important.
What has happened so far has not
only been an education for me, but
many A&A managers as well.
That's what this office is trying to 
achieve." •



IIAI official slips
aces up his sleeve
in lobbying plan

SPRINGFIELD, Ill.-Jay Shat-
tuck is hoping that when he
spreads his lobbying cards out on
the table, the deck will turn up all
aces.

Mr. Shattuck, director ofgovern-
ment affairs for the Independent
Insurance Agents of Illihois, is
directing an effort he hopes will re-
vitalize the association's program
to maintain regular contact be-
tween state legislators and agents
who live in their districts.

If the Agent Contact/Elect Sys-
tem works, the IIAI will have more
than 400 agents on call, each able to
discuss insurance issues with his

district legislators and push for
pro-association legislation.

The first key issue facing ACES
is a proposed state rating law being
promoted by the Illinois insurance
department. The agents are seek-
ing to avoid a state rating board
with a rate ceiling like those in
other states.

"In order to have a successful

legislative program, you have to
have an effective grass-roots pro-
gram," Mr. Shattuck says. "Unfor-
tunately, this part of our program
in the past hasn't been as success-
ful as we would have liked."

The mAjor problem such efforts
faced in the past, Mr. Shattuck
adds, was a lack ofgrass-roots par-
ticipation in Chicago and the
Downstate regions. ACES's aim is
to continue the strong participa-
tion of midstate Illinois agents
while enlisting more recruits in the
other two regions.

"We want to ensure that every
legislator hears from an ACES
member at least once a month,"
Mr. Shattuck says. "The goal is to
let the legislator know that he has
someone he can turn to for infor-

mation on agencies or insurance in
general.

"In addition, if something comes
up in the legislature that we're in-
terested in, we can use the ACES
agents to get our message across."

Although agents in California
have begun to use a similar system
of district-based political action
(BI, June 25),Mr. Shattuck says the
IIAI plan is based on a similar sys-
tem used by the Illinois Assn. of
Realtors. The realtors' plan is well
suited to the IIAI, which lists a

membership of 8,000 agents in
1,650 agencies, he says.

Mr. Shattuck is now stumping
the state to urge the IIAI's 60 local
boards to enlist an ACES represen-
tative for every legislator in their
areas. The goal is to eventually en-
list 400 to 500 agents, but Mr. Shat-
tuck adnnits success depends on
how many Chicago agents decide
to participate.

"The problem is that about half
the general assembly comes from
Chicago and ws don't have that
many agents who actually live in
these districts," Mr. Shattuck says.
"We want the ACES agents to actu-
ally live in the area that their partic-
ular legislator comes from, so the
legislator will know he is being
contacted by a constituent who has
a vote and a say in district affairs."

As in similar efforts elsewhere,
one mgjor goal of ACES will be to
stop efforts that the association
views as leading to the overregula-
tion of the insurance industry.

The push for a rating law is a re-
sponse to consumer demand, Mr.
Shattuck says. Currently, Illinois is
the only state without a rating law.

"The consumers want a rating
law and we can see the handwrit-

ingon the wall," Mr. Shattuck says.
"We haven't had one since 1971,

A/BT
when a law similar to that used in

California expired. ,
"What the IIAI has been seeking

is a return to that kind of law,
where companies would be free to
file any particular rate, but there
would be a defined procedure for
consumer objections. The alterna-
tive could be formation of a rating
board with a rate ceiling, which we
think is too restrictive." •
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We cover a great many risks other markets won't or can't cover-all under one roof.

From a lot of markets today, you hear a lot of "No!" So you put in a lot of frustrating time and effort. Stop. Your
first call to Weghorn International can frequently get you quick coverage in any of the lines listed below. It's not
that we never say, "No." 1-'s that our attitude is, "Yes, yes, a thousand times yes!"

WEGHORN International
CORRESPONDENTS AT LLOYD'S • IN HOUSE PROPERTY/CASUALTY BINDING AUTHORITY

Excess Workmen s Compensation O Excess Automobile O Errors & Omissions  Bumbershoot liability ¤ Investment Counsellors Errors & Omissions
I Umbrella Liability O Aircrcft Products liability O Kidnap/Ransom Insurance O Fire. Extended Coverage O Jumbo Property lines O Difference in
Conditions O Mortgage Impairmen· O Builders Risks / All Risks O Products Insurance O Directors & Officers Liability O Automobile Physical Damage
O Restaurants Propewy 8 Liability O Layers-Sec. 1 & Sec. 2 0 Excess Umbrella O Primary Liability 0 Buffer Layers O Architects & Engineers
O Fiduciary Liability O Other Jnusuol Coverages.

WEGHORN International, Inc. 156 William Street, New York, N.Y. 10038. (212) 227-4600
WEGHORN International-New Jersey, inc. 31 South Street, Morristown, N. J. 07960 (201) 267-1127 Telex 127383

Your next

s allgroupclose
iseasf

Even if itk your first.
With John Hancock Multiple Secunty Program, The program is underwritten by John Hancock,

you can sell group programs to people you've probably one of the nation's most experienced and respected
been unable to reach before -firms with as few as 3 names in employee benefit plan management.
employees (including the employer). And since they Resources such as HANSTAR, John Hancock's
comprise more than 3.4 million* of the businesses in nationwide computerized claim payment system, are
this country, that's big business for you. MSP is now utilized for increased cost effectiveness and efficiency.
considered to be one of the top multiple employer It's all there. A vast untapped prospecting mar-
trusts and, as a result, one of your best prospecting ket. Highly attractive rates. Important benefits obtain-
tools and sale closers. It's very competitive, both in able only through group. Responsible underwriting.
rates for the policyholder and in profitable commission HANSTAR speed and efficiency in handling. Competi-
for you. tive commissions for you.

Just a few features include: Survivor Income For more information about this exciting oppor-
Benefit that provides a guaranteed monthly income for tunity, call your local John Hancock General Agent.
5 years to the beneficiary when purchased alone or in Or write us. We'll see that you receive all the details
combination with any for MSP. Then you'll
life AD & D plan. (SIB  see just how easyis a proven door- small group closes can
opener for prospects  Multiple Security Program = really be.
already covered by an
existing plan); Dental 0. Box 111
coverage for as few as Boston, MA 02117 1
3 people when written
in conjunction with

 Tell me more about easy group closes with MSP. MSP flexible medical 
plans; Wrap-around  NAME
major medical; and
selective major medi- i

I inspcal offering 4 deducti- 
I COMPANY/AGENCY

ble options to help
hold down costs. ADDRESS 1 000@*0*Source: U. S. News &

World Report "Small I CITY STATE MULTIPLE
businesses as a market for SECURITY
insurance.' PROGRAM

PHONE (AREA CODE FIRST) 

Underwritten and administered by John Hancock Mutual Life Insurance Company
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Galanti joins BI
as A/B writer

Agent/Broker Topics, the demographic section of Busi-
ness Insurance written exclusively for agents and brokers
has added a new writer with producer expertise.

David Galanti, formerly managing editor o f the Z-A Pro-
ducer, a newsletter published by Zurich-American Insur-
ance Co., is the new associate editor for A/BT. He willbe the
section's featured writer and help coordinate content and
graphic presentation.

Mr. Galanti formerly worked as a reporter for the subur-
ban sections of the Chicago Sun-Times and holds a M.S.J
degree from the Medill School of Journalism at Northwest-
ern University.

BI features editor Len Strazewski will continue to over-

see Agent/Broker Topics in addition to coordinating the
, Perspective section and assisting in the planning of special
I ssues

Contents

• Clear and concise evaluationsof49

umbrella policies (more will be

added later)
• Specimen copy of each policy

• Major policy terms their

meaning, effect, and the
differences between

various wordings
• Major endorsements,

including those
applicable to con-
tractors, financial

institutions, and

municipalities

Know at

a Glance

• The widely differing

coverages available
• The shortcomings of your

umbrella policy
• Flaws in the competition's coverage

• Positive features of your form

Photo: Mary Cairns

Dave Galanti

Brokers hope to acquire
in developing trade with
Continued from page 58A
be, Although they all eye that big
number-ne billion people-
several brokers are taking a more
cautious attitude.

"We're interested in China, but

we feel that trade there is going to
develop slowly," says Alexander &
Alexander president Jack Bogar-
dus. "It's not going to be an impor-
tant factor for us for a number of

years.
"Our role will evolve as the '80s

progress," Mr. Bogardus adds. "It
all depends on what China is will-
ing to do in terms of insurance. We
can take care of the goods going in,
but the goods going out are differ-
ent, since they have the PICC. You
also have to be flexible because

the overseas insurance business

Revised Edition

The Umbrella Book, an up-dated, expanded new edition

containing comprehensive analyses ofmajor umbrella policies
providing quick and accurate coverage comparisons

How to

• Improve your coverage
• Properly mesh primary

and excess policies
• Structure layers of

4 excess coverage
with different

markets

The Authors

• James A Robertson, one of the principal authors of The Umbrella Book
• The staff of Warren, McVeigh & Griffin, leading risk management consultants
• An advisory panel of experts from insurance companies: surplus and

excess lines markets and brokerage firms

Name

Title

Company

Address

City

State

Price

The price of The Umbrella Book is only $125
including free up-dates for one year
The up-date service can be re newed
after the first year

Zip

What's

New?

• Now in a

loose-leaf

format

• Periodic up-
dates "The

Umbrella Notes"

• More policies 49
insurers at publication

• New sections on

underlying coverages,
endorsements,

marketing tips
• New reference charts for

each insurer's policy

Color Charts

• 116 features of each umbrella

• Their effect on coverage in a
color coded format

• Over 5,500 separate comparisons
• Differences or concurrence with ISO

primary coverage are pointed out
• Color charts up-dated annually

Here is my order for The Umbrella Book at your price

of $125. This price includes free up-dates for one year.

Number of copies at $125 each

California residents add $7.50
sales tax for each book

Tbtal

Make check payable to:
Warren, McVeigh & Griffin

1420 Bristol Street North Newport Beach, CA 92660 Dept. D

changes quickly.
"I would be surprised if the U.S.

brokers spend a great deal of time
in China in the next few years," he
concludes. "But we should stay
close to the subject and we will."

At Marsh & McLennan, senior vp
Robert Solomon says his firm will
wait-and-see, too.

"Yes, we would like to be in that
market," Mr. Solomon says. "A lot
of our clients have an interest in the

area and we want to be where our

clients are. But we have no plans to
open an office there or anything
like that."

Market mystique
Matt Hogan o f Nausch, Hogan &

Murray in New York says China is
a country like any other. A lot of I
the interest there, he says, is be- 
cause ofthe mystique built up over
the years. Still, he says he's in-
terested in the market for marine

insurance.

"At this point, the situation is
gray as to what you will and won't
be allowed to do by the Chinese
government," says executive vp
Mr. Hogan. "But in the area of ma-
rine insurance, the restrictions are
bound to be less because the insur-

ance already is international in na-

ture. Most of the exposure isn't 10-
cated in any country.

"We'd like to get involved (in
China), but the growth will be slow.
We'll look at the situation and pick
and choose what we want to do,"
he adds.

For Wright & Co. o f Washington,
D.C., which brokers many interna-
tional accounts, the emphasis is on
laying the groundwork for China-
related business, president Frank
L. Wright says. Mr. Wright adds he

hasn't been to China yet, but has
talked to an acquaintance who has.

"I think people are talking a lof

about China, but you have to re-
member that China is just opening
the door a crack," Mr. Wright says.
"Everyone thought that Coke
would go over and sell a lot of cola
because of the number of people
they have over there. But most of
those people just don't have the
money to buy a lot of cola.

"There's a good market in any
developing country for insurance,"
he adds. "But it remains to be seen

how big the China market will be.
We have builtinto our philosophy a
need for insurance. The Chinese

have not"

Still, Frank B. Hall's Mr. Cizek
thinks the market is there.

"The Chinese have always been
in the reinsurance business

abroad, particularly with the Eng-
lish or other Asians," he says.
"With the new relations with

China, we hope to see American
brokers and companies exchang-
ing reinsurance with China. I think

they're very interested in working
with U.S. brokers."

Competition growing

And although he admits that set-
ting up a Frank B. Hall office in
China wouldn't pay, sooner or later

U.S. business is going to have ex-
posures in China and therefore
need insurance.

"There's going to be that need

and they're going to call their bro-
ker to take care of it," Mr. Cizek
says. "We should be prepared to
meet those requests."

And the markets will be there for

those brokers to turn to, AIG's Mr.
Freeman says.

"We're not creating a great big

China department, but we're
watching the situation closely," he
says. "We've done just aboutall the

groundwork we can and we know
the Chinese want to do business

with us."
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China Coming un¥
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Competition is growing, he said f... ' /_-
"Most of the Amencan insurers 5 SKI

have been to China at least once," Special Emphasis Issue.
he adds "The PICC has been very r -ts

mee to them Then there are always
1.,January 7, 1980 business

the Japanese and English compa
nies to consider But I think v,e'll
get our share or a little more The
early bird gets the worm." Captive&

But even Mr. Freeman tempers a pub#eae#on of Cre#n Commun#cae#ons fne. '
his enthusiasm somev,bat

"Nobodyknows how muchtrade _ . =*- *
L 'e-*

end development they really can ./4* -1 Self-=nsurance The riational news weekly of
R'@ , less /Nmmn. risk finam*m and

afford," he says "Figures are ban- 4 em/m ilm management
died about but no one is seemg the I /**A U
contracts They Iust don't have the C 1 Review NEW YORK:
bucks yet 70/Third Ave„ N¥ 10017 (212) 9*5080

1 agree that f,he mystique of « ' CHICAGO:

Chma mayplayaroleintheinsur-Chkatf. expected t©invnH+ 1ance industry's mterest m China i©[rafts. will probably Ad Closing Dec 20,1979
740 Rush St, IL 80811 (312) 64*·5275

LOS ANGELES:

Then agam. even though the grow slowly say U.S. brokors. 6404 Vms-m¥d., CAN048(213) 0514710
purchasing power may not be
there, a lillion is still a lot of eec-
ple '

Vp praise Zurich=American
standard

1

life form listens
CHICAGO-Standardized ser-

VJ<Ie forms may soon take some of
the trouble out of handling per-
sonal lines said Jack E Bobo, ex- 1
ecutive vp of the National Assn of ndrespondsLife Underwriters

Following the success of a unt-
versal benefic,ary change form, 1
"accepted by all but atiny handful i Communication ts an important part of f

"

of companies,' the life msurance 1 insurance For years agents have said there *#i-

branch of personal lines is now i --should be more of it with carriers At Zurich-
ready for umversal forms for other
services he told the Life Office f Amencan, there is And, more importantly, t ird
Management Assn meetmg here what agents tell us causes action

"Eight years ago, NALU's com- i li
Just look at the record

pensation committee, while con- 1 -

sidering the question of'agent prof- You sussested formal agent/Z-A meetings -

41

1 tabdity, tackled this problem We responded with branch Agency Liaison 7 .

They concluded that there were Panels, so we could hsten better
r

two ways to improve agent in-
come paying the agent more Then you asked for greater dialogue with
money for the same work or simpl- top management We responded last year with * 0 42
ifyIng the work methods to make R,F

our first national ALP meetins, so we coulc :

the agent more efficient," he ex- -7

plamed hear you first-hand
The idea un;versal forms an And now, as a result of those discussions, 4

agent could use no matter what ..# 1

company he placed the coverage we're responding once again
wd.h"seemed like a good idea," Mr You wanted us to make our profit sharing
Bobo noted, "One which would be plan better We are And we feel it will be
1*ident*Efnyted 853ntable f among the industry's best
seemed then, as it seems now, that You said Z-A needed a payment plan to

\
such standardization would not give you an edge Our new installment
only Improve methools withm our

payment program willIndustry, but would also serve as a E.

response to increasing crlticsm Z-A agents know we listen-and respond
being leveled by consumensts " If you're not a Z-A agent but we're the type

of Insurance group you'd like to represent,
The beneficiary form was the

.

first slow step, he noted, thal
"tested the water and found it fine contact a Z-A branch We want to listen 54 1

plunge and develop the universal
And new it s f ime to take the 0.

„Stl bform," Mr Bobo said 94 ,
Another LOMA speaker. B r i 11F-' '

/a1 St ·1
Larry Jenkins, chairman and CEO -

of Peoples' L,fe Insurance Co , 1.,1.1
+J

i.iRS#&@SES I **EN/ A

agreed life insurers must help Zir041([3*N Nal#*ANCE 002#R*Pa
1- - 3

9rf-/

agents improve efficiency by service 15 our numaer one policy 1-streamlinmg insufer methods
. Zurtch Insulance Company 4Increasmgly the pressures ofin- ]

flation have caused all ofus toreex- American Guarantee and ' 3> t:

emine how we run our busmesses Dabllity insurance Company 7.-- P k

Most of us are exploring or mtro- r
111 West jackson Boulevard

dueing new markets and prod-
Chucago, IL 60604ucts ' he said, "with an occasional 1

treye cast to the possibility of taklng 
on nevz ]]lnes of insuraflice '

.

byBaenn, o need to be sold e

"If we expect the agent to get
ahead and stay ahead through new
markets, new products and new

/&
-I

sales techniques then perhaps X
we will need to be assured that we i Z A branch offices are in metropolitan Attanta, Baltimore, Buffalo, Chizaso, ''' :
are applying new approaches m ed- Cleveland, Dallas, Detroit, Fresno, Jackson, Kansas Cit>, Los Angeles, Manharan
mm,strative operations to match (New Xrk City), Milwaukee, Minneapolis, North Haven (CT), Orlandc, Palm ne (IL),
them," he concluded Philadelphia, Attsbursh, Sacramento, San Francisco and \*bodbury (NY) ID
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Pinehurst Corp. targets Archer for CEO
Richard A. Archer, formerly

president and CEO of Frank B.

Hall & Co. brokerage, has joined
Pinehurst Corp. as CEO of the
Pinehurst Insurance Services

Group. He has also been named di-
rector and vice chairman of the

board of directors. Mr. Archer, who
left Hall in 1977, is a former presi-
dent ofthe National Assn. of Insur-

ance Brokers and the National

Assn. of Surety Bond Producers.
***

Theodore C. Mahl, former presi-
dent o f the Professional Insurance

Agents of California and Nevada,
has joined Ray J. Havert in the
Mahl-Havert Insurance Brokers
Inc. Mr. Mahl will continue as a na-
tional director of the PIA.

***

Robert L. Young is now senior
vp o f sel f-insurance services of the

4*/0/4/4 /2.3.
Young Nash

national sales division of Fred S.

James & Co. Inc. in Chicago. Pre-
viously vp of the division, he has
managed James's self-insurance
services since 1971.

***

Carl I. Nash, formerly of his own
agency, has joined San Francisco-
based Dinner Levison Co. in the

firm's Newport Beach office. Mr.
Nash began his insurance career in

*BT People
life insurance in 1965 and entered

the property/casualty business in
1966.

***

Meeker-Magner Co., a suburban
Chicago brokerage, has announced
that Roger C. Brach and Roy D.

Carter have joined the firm as ac-
count executives. Both employes
were formerly with Lansing B.
Warner in Chicago.

***

The Great Lakes Agency in C hi-
cago has added several new staff
members including: Max R. Clay
as vp for mass-marketing opera·
tions, Kent J. Thoney as vp for ad-
ministration and treasurer, John

W. Rowan as ad director ofmarket-

ing, Patricia A. Revolt as director
of human relations and William C.

Brown as vp. Frank J. Parmentier
has been elected senior vp and
member of the executive commit-

tee and remains responsible for ad-
ministration of international busi-

ness.

***

Matthew F. Reilly has joined
Alexander & Alexander as man-

ager ofcompensation. Formerly se-
nior compensation adviser at the
W.R. Grace Co., Mr. Reilly will
work from the A&A New York of-
fice. Also at A&A, I)avid

McGovern Jr. has been appointed
president and national sales direc-
tor for Benefacts Inc., a subsidiary.

***

Associated Insurers, a Raleigh,
N.C., brokerage, has named Bar-

Directors & Officers Liability
can move people off the board.

/ 4 1.

r

1

.* 4.2

I

You can get a jump
on this problem area by giving us a call.
Well show you all the right moves with dependable service.
And without playing games.

INTEGRITY,

RELIABILITY . HORAN GOLDMAN COMPANIES
I Il Id Where Excess-Surplus Underwriting is Serious Business

Two Bryn Mawr Avenue, Bryn Mawr, PA 19010 • (215) 527-4400
414 Severn Bldg., 8600 LaSalle Road, Baltimore, MD 21204 • (301) 821-5900
1020 Kings Highway North, Cherrv Hill, NJ 08034 • (609) 667-9600
105 Loudon Road, Concord, NH 03301 • (603} 224-4009
111 John Street, New York, NY 10038 • (212) 964-4500

bara Burnett Knight office admin-
istrator. A North Carolina native,
Ms. Knight comes to the firm from
outside the insurance industry.

***

John A Fenimore has been ap-
pointed assistant vp in the com-
mercial insurance division of John

Burnham & Co. in San Diego, Ca-
lif. He had previously been senior
account manager and will super-
vise special accounts and market-
ing placements in his new position.
He formerly worked for Consolida-
ted Mutual Insurance and Security
o f Hartford Insurance in New
York.

***

S. Kornreich & Sons Inc. has ap-
pointed Ken Wallace executive vp.
He will be responsible for market-
ing administration and day-to-day

, office operations. Mr. Wallace for-
merly worked for R.B. Jones in
New York.

***

Arthur J. Gallagher & Co. has 2 j
named Walter F. McClure corpo-

rate vp in charge of marketing 4
branches. With the promotion, Mr,

McClure assumes responsibility of j
managing the broker's network of r
branch offices.

***

Raymond L. Hayes, vp of James \,f
S. Kemper & Co. in Chicago, has
been appointed director of the Na-
tional Assn. of Insurance Brokers. U

He was named to thejob to fill the i 
unexpired term of Richard S. Win-
zer, who resigned. Mr. Hayes is "
manager of national accounts for
Kemper.

0 (f

We'd like to report on staff I 
changes. Just drop a note to Dave 11
Gatanti, BusinessInsurance, 740 N. D
Rush St., Chicago, ILL 60611. We'd

also like to receive pictures of those
involved.

PIA chief

plans new
rate system

BOSTON-Blaming the present
class-average rating system for U,

producing excessive price-cutting
for commercial risks, the new pres-
ident of the National Assn. of Pro-

fessional Insurance Agents said he
would strive to promote a more

price-conscious industry by mak-
ing rates more reflective of risk.

Russell A. Howard, FMS, of

Auburndale, Mass., said the PIA
and the American Assn. of Insur-

ance Services will join forces to de-
velop a new simplified hazard anal-
ysis of rating risks.

The system will be one "of
measuringthe loss potential o fspe-
cific risks through a few simple cal-
culations," Mr. Howard said. The
system would develop the pure

premium aspect of the risks and
would then be subject to individ-
ual company modification to meet
its expense needs, he added.

In other action at theannual PIA

convention, agents were told that a
joint research project by four in-
surance associations suggested
agents should use direct billing as
much as possible to promote

greater efficiency. At the same  '
time, however, a survey found the I
majority of consumers want agents
to handle their billing.

Thomas C. Watson Jr., CPCU,
FMS, was named the Professional
Agent o f the Year at the gathering.
The president ofWatson Insurance '
Agency of Gastonia, N.C., was
cited for his "willingness and abil-

ity to tell the industry's story when-
ever and wherever possible," said
the award. •
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Is He Your Loss Prevention
Specialist Overseas ?

AFIA

e»

t

There's more toa loss prevention

program than maintenance and a
fireextinguisher. Butinmany plants
and warehouses overseas, local

managers may not know how to pro.

ceed, or with whom, or are too con-

cerned with today to worry about
tomorrow.

But the modern risk manager has
to worry about tomorrow. And loss
prevention is one of his best weap-
ons in protecting his company's
assets and controlling insurance
costs.

In fact, whether a plant is located

in a far-flung outpost or in an in-

dustrial complex, AFIA's staff of
loss prevention specialists are on.

the.spot to help you both here and
abroad.

AFIA's engineers know the build-
ing and fire protection standards
in the United States and overseas.

They've been trained to integrate the
best of each in an overall loss pre-

vention program taking intoaccount
local conditions and resources.

And because they work with hun.
dreds of different situations, they
have the broad experience neces-
sary to help the risk manager make
loss preventionpartofhis insurance
program overseas.

TheirworkisonereasonwhygOof
the top 100 U.S. companies operat-
ing abroad insure with AFIA.

-
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WORLDWIDE INSURANCE World Headquarters: 1700 Valley Road • Wayne, N.J. 07470

U.S. branc#i offices: New York · Boston · Chicago · Cleveland · Dallas · Houston · Los Angeles • Miami · San Francisco • Seattle • Wash., D.C.
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around the states

Pa. safety officials won't be prosecuted
HARRISBURG, Pa.-The Penn-

sylvania supreme court has ruled
that eight state safety officials are
immune from criminal prosecu-
tion on charges related to a fire that
killed 12 persons.

"Quasi-judicial immunity insu-
latesofficials ofastate agency from
criminal liability and prosecution
. . ." wrote Justice Rolf Larsen. for

the mgjority.

A Wayne County coroner's jury
recommended involuntary man-
slaughter charges against the offi-
cials after a November 1978 fire at

the Allen Motor Inn in Honesdale,
contending the officials were crim-
inally negligent for not shutting
down the hotel. The deadly fire oc-

curred 14 months after the build-

ing was cited for fire safety viola-
tions.

Wayne County Coroner Robert
Jennings had said he planned to
file the criminal charges but de-
fenseattorneys obtained a courtor-
der blocking prosecution until the
validity of the charges could beex-
amined.

Defense attorneys argued the of-
ficials were immune because of the

judicial nature of their jobs, even
though they worked for state agen-
cies and not the judiciary.

In a dissenting opinion, Justice
Robert N.C. Nix Jr. said he had

''difficulty in accepting.that the

coroner's findings establish the

We
blew

Don't like to admit it. But IRI blew it this time.

How? By not joining the rush to hop on the
energy bandwagon. By not announcing
some trendy program for insuring energy-
related facilities.

Why not? Because our engineers have been
working with the energy industry for so long
that we didn't think it was news.

Look atourrecord. IRI iscurrentlyinvolved in
hundreds of energy-related projects. Insur-
ing pilot plants. Reviewing building plans.
Advising on new processes. Working with
coal gasification plants, synthetic naturalgas
plants, solar energy component plants, re-
covery plants. Traditional energy-related
properties, too.

And our record goes right back to 1890. To-
day, we have moreexperience in this area
than anyone. And $10 billion in policyholder
surplus. Enough to do the jeb right.

So, when everyone got fired up about fuel
exploitation and energy production, we
thought they were just catching up with
some of the things we've been doing all
along.

The way we look at it, why toot your horn
when you're already leader of the band?

requisite causal relationship for
criminal responsibility for the un-
fortunate deaths in zhis case."

But Justice Nix contends the

case should have been allowed to

go to trial because"it is abundantly
clearthat there is an absence ofany
exceptional circumstances de-
manding our intervention at this

stage."

Uability reduced
SPRINGFIELD-Illinois Gov.

James Thompson has signed into
law legislation that significantly re-
duces the exposure of state whole-
salers and retailers to product lia-
bility suits.

Under the measure (H.B. 2658),
which earlier cleared the state leg-
islature by wide margins, non-
manufacturers generally can no
longer be sued under the theory of
strict liability as long as they did
not manufacture, design or have
knowledge of a defect in the prod-
uct.

However,. wholesalers and re-

tailers still can be brought into a
productliability suit if the manu-
facturer of a defective ·predurt no
longer were in business.

Similar legislation has been ap-
proved in eight other states: Ari-
zona, Colorado, South Dakota,
Kentucky, Nebraska, Tennessee,
North Carolina and Georgia.

Ikd"strial

lpsurers
Hartford, CT 06105

Work comp cut
OLYMPIA-Gov. Dixie Lee Ray

has announced that employers and
workers in the state of Washington
may be paying $65 million less for
workers compensation insurance
next year.

The governor's staff announced
the proposed reduction averaging
18% in employer-paid premiums
and 12.4% in those paid jointly by
workers and employers. Washing-
ton employers »pay workers com-
pensation premiums to the state
accident fund, but have the option
of requiring workers to pay pre-
miums to the medical aid fund.

Actual rates will fluctuate with

the risk classification and accident

records for various industries. A

hearing on the proposal is set for
Nov. 20.

The governor's office said the re-
duction "comes at the end o fa long
period of struggle" by the state de-
partment of labor and industries to
eliminate a deficit in the two trust

funds that peaked at $183 million
in mid-1977. For the first time in

history, the two funds are sound.

Hospital suit
CHICAGO-Michael Reese Hos-

pital and Medical Center here is
preparing to appeal to the Illinois
supreme court an appellate court
ruling defining X-ray radiation as a
product and holding the hospital
liable for its adverse effects.

The plaintiff charged the X-ray
treatment for inflamed tonsils in

1947 and 1951 caused his thyroid
cancer years later. A lower court
dismissed his charges of medical
malpractice and negligence

against the hospital.
The appeals court ruled the hos-

pital could not be found liable if the
treatment were considered a medi-

cal service,. but when it is consid-
ered a product, the hospital is re-

sponsible for warning patients of
its potential dangers.

Request revised
OKLAHOMA CITY-The Na-

tional Council on Compensation
Insurance has revised downward

its request for a workers compen-
sation rate increase in Oklahoma,
seeking an overall 1.1% hike.

In November 1978, the NCCI
filed for a 9-7% boost that would

have increased the total premium
by $16.3 million, but withdrew its
application.in July. The current
rate request takes into account
President Carter's-anti-inflation

program, the NCCI says.
Rates for the manufacturing

group would decrease 1.6%, the
contracting group showed a 7.9%
decrease and a 10%increase is

planned for all others under the

new rate request.

Rate reduction
HARRISBURG-The Pennsyl-

vania Insurance Department has
approved a 12% reduction in com-
mencial- fire rates and a 16.8% in-

crease in extended coverage rates
charged by the 339 companies us-
ing Insurance Services Office tar-
iffs for commercial property cover-

age.

The action, effective Dec. 15, re-
flects an overall 9% decrease in

property insurance costs for com-
mercial policyholders and will r6-
sult in a $10.7 million decrease in
revenue for insurers, commis-
sioner Harvey Bartle III said.

The insurance department re-
quested :the rate reduction after-

:monitoring loss experience and
other statistical data relating to



commercial fire coverage, he
added.

The department refused to grant
a zoning change that would have
resulted in commercial policy-
holders within the Pittsburgh city
limits being charged higher rates
than their neighbors in the rest of
Allegheny County.

Statute of limitations

OLYMPIA-The Washington su-
preme court has ruled that the stat-
ute of limitations in medical mal-

practice suits doesn't take effect
until the defendant "discovered or
reasonably should have discovered
all of the essential elements of her

possible cause of action."
Washington law places a one-

year statute of limitations on medi-
cal malpractice and product liabil-
ity lawsuits.

The high court ordered a new
trial for Lana Ohler, 26, who con-
tended she was blinded at birth af-

ter being given too much oxygen
in a Tacoma hospital. A Pierse
County superior court had thrown
out her claim against the hospital,
contending she should have filed
the suit within a year of reaching
18. She filed the suit at age 22.

Rape ruling
WASHINGTON-The U.S. Su-

preme Court has upheld a ruling
that rapes committed by intruders
at a job site are work-related and
barred the victim from seeking
damages for negligence.

A former District of Columbia

teacher, who was raped by two

non-students when they found her
alone grading papers in her class-
room, filed a $1 million damage
suit against the city. The suit
charged that the city had negli-
gently failed to provide safe work-
ing conditions although it knew or
should have known that teachers

were endangered. A guard hired by

the school was absent on the day of
the attack.

The District of Columbia work-

ers compensation law requires an
employer to pay for medical ex-
penses and loss ofearnings result-
ing from job-related personal in-

jury, but excludes compensation
for humiliation, mental anguish
and pain, which the teacher said
she suffered and on which she

based her lawsuit.

Blues rate hikes
HARRISBURG-Blue Cross of

Greater Philadelphia and Capital
Blue Cross have been granted rate
hikes of 18.5% and 14.3%, respec-
tively, by Pennsylvania insurance
commissioner Harvey Bartle III.

Greater Philadelphia's nongroup
program boost took effect Nov. 1
for 137,000 subscribers and will

generate $10.5 million. Group plan
rates use the same rating factors as

nongroup and thus automatically
receive commensurate raises when

nongroup rates are raised, Mr. Bar-
tle said. The plan had sought a
24.5% boost.

Capital's increase, effective Jan.
1,1980, for 309,000 subscribers, will
provide $7 million. Capital had
sought a 17.1% increase.

Capital's 65-Special plan, which
pays the Medicare deductible, also

received a 13.7% increase, although
it requested 21.4%. The boost takes
effect Jan. 1 and will generate $1.7

million from 157,000 subscribers.
The government raised the Medi-
care deductible to $180 from $160.

Disabling accidents
CHARLESTON-West Virginia

ranked highest in disabling acci-

dent frequency among the nation's
18 major surface mining states in
1978, statistics filed with the state

supreme court show.
The statistics were included in a

case filed by a Logan County sur-
face miner challenging the author-
ity of the legislative rule-making
review committee. The figures

were drawn from the U.S. Depart-
mentofLaborandMine Safetyand
Health Administration, said attor-
ney Daniel F. Hedges. He listed
major states as those with 1.5 mil-
lion or more employe hours.

West Virginia's frequency rate
for nonfatal injuries per million
man-hours equaled 24.80, on 262
injuries for 10.56 million employe
hours. Missouri, with a frequency
rate of 23.28, was second.

Kentucky actually led the nation
in the number of injuries with 472,
but it was ranked sixth because its

rate was 18.14, helped by 26 million
man-hours ofwork reported. Penn-
sylvania was ranked fifth in rates,
19.04 for 19.32 million man-hours,

although it ranked second in actual
injuries with 355.

Figures from the West Virginia
workers compensation annual re-
port show that in 1978 there were
1,461 strip mine accidents re-
ported, for 5,710 employes, mean-

ing the state had 255.87 injuries per
1,000, Mr. Hedges said. •
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legal_brief_-
Md court rules flood not an accident

A SPECIAL APPELLATE court

in Maryland ruled that a flood
was not an "accident" entitling
a policyholder to recover dam-

ages under "named perils" poli-
cies.

This case involved several insur-

ance policies covering specified
perils, issued to Simkins Indus-
tries by Lexington Insurance Co.

and Continental Casualty Co. An
exclusionary clause provided that
the policy did not cover loss or
damage from flood. But the exclu-

sion clause did not apply to loss or
damage by fire, sprinkler leakage,
explosion or "accidental result
from flood."

Simkins suffered substantial

damages from flooding caused by
tropical storm Agnes, the largest
flood to occur in that area. Both in-

surers denied coverage. A trial
court ruled in their favor.

On appeal, Simkins argued that
the unprecedented destruction of
its property resulting from the
flood constituted an "accident"

and was, therefore, covered by the
policy. However, the court pointed
out that the language on which
Simkins relied "was no more than

an exception to the broad exclu-
sion of flood damage from cover
age under the policy."

The court said that because there

was no evidence thatthe damage to
the plant was other than the ex
pected result o f a flood o f that di
mension, that damage was ex-
cluded from coverage. Simkins In-
dustries v. Lexington Ins. Co.,
Court of Special Appeals of Mary
land, May 9, 1979 (BI/01/N.-$4).

Policy rescission
A federal court ruled, in a death

benefit claim under a group life in-
surance policy, that a provision in
the policy requiring a written re-
scission by the employe did not
prevent the parties from orally re-
scinding the policy by mutual
agreement.

Joe Freeman was covered under

a contributory group insurance
policy, including life insurance, is-

The abstracts published in this
column were prepared by Cases
Unlimited Inc., Evanston, Ill.

sued by Metropolitan Life Insur
ance Co. to his employer. The pol
icy provided that the insurance
continued to apply until rescinded
by the policyholder in writing.

Subsequently, Freeman in
formed his employer that he did
not wish to continue the insurance

and requested a refund of pre
miums paid. The employer re
quested him to rescind in writing
and although he promised to do so,
he never did. Freeman received

and negotiated a premium refund
check. In November 1976, the em
ployer notified Metropolitan that
Freeman was no longer covered
under the plan.

Freeman was killed in an acci

dent in early 1977. His widow, who
had been named as the group in
surance beneficiary, filed a death
benefit claim. Metropolitan denied
the claim and the widow sued. The

court dismissed her suit.

While acknowledging that the
parties could orally mutually agree

to rescind the insurance despite
the policy clause, the court con
cluded that in this case there was a

signed writing which evidenced
Freeman's ratification ofthe cover

age cancellation. The court said it
was clear that Freeman endorsed

and negotiated the check aware
of the policy cancellation. There
fore, the court agreed the employer
had properly struck his name from

its insurance rolls. Freeman v. 'Unloading' clauses
Metro Life Ins., United States Dis-
trict Court for the Western District Unloading of a vehicle is com-
of Virginia, April 19, 1979 33I/02/ plet€, according to an Illinois ap-
N.44). pellate cours, when, following re-

moval of the material from the ve-

hicle, the delierer has finished
hindling it. Thus, the court held
that an accident occurring after a
concrete bucket was filled did not

result from unloading of the truck
and was not covered under the

auto policy.

Employers Mutual Casualty Co
issued an auto polby to a ready·
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mix concrete company. A general
contractor contended it was en-
titled to be defended and indemni-

fied under the policy against a per-
sonal injury suit brought against it
by employes of a subcontractor.
The poliCY covered bodily injury
arising out of the use, including
loadingand unloading, ofanyauto-
mobile.

The employes were burned after
a crane bucket containing cement
came into contact with electric
wires. The concrete company

trucks had transferred the cement
to the crane bucket just before the
accident. The trial court ordered

Employers to defend the contrac-
tor.

The appellate court disagreed.
The court believed that unloading
or delifery was completed in this
case when the cement was trans-
ferred to the crane bucket. Further-

more, the court noted that it was
the custom of the business that de-

livery of concrete to a purchaser
was completed when the concrete

was placed in the first receptacle
provided it at a construction site.
Eates Co. of Bettendorf u . Emp. Mut.
Cas. Co., Appellate Court of Illi-
nois, June 12, 1979 (BI/03/N.-$4)

Murder on vacation

The South Dakota supreme
court held t:hat a death was "in the
course of- a decedent's employ-
inent when he was murdered while
on vacation in revenge for actions
undertaken in the course of his du-

ties as a police officer.
William Bearshield, a police offi-

cer for the city of Gregory, had nu-
merous contacts with Norman
Blue Bird and his brothers in the

course ofhis duties. Shortly before
his death, Bearshield had been on
duty in the jail where Blue Bird's
mother was serving a sentence.
Blue Bird resented Bearshield and
had threatened and attacked him.

In July 1976, Bearshield went on
vacation with his family and at-
tended a camp powwow.
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Bearshield's family returned
home, but he remained overnight
sleeping in his car. Bearshield was
stabbed to death by Blue Bird
while asleep.

Mrs. Bearshield applied fOr a
death benefit but was denied.

However, a trial court awarded her
benefits.

On this appeal by the city, the
sole issue was whether the injury
arose "in the course of"

Bearshield's employment so as to
qualify for workers compensation.

The appellate court concluded
that where there was an unbroken

course beginning with work and
ending with injury under such cir-
cumstances that the beginning and
end are connected points of a
single-work related incident, the
requirement of "in the course of
employment" had been satisfied.

The court emphasized that
Bearshield's employment, by its
very nature, exposed him to injury
of an unusual sort, ie., a fatal as-
sault by a revenge-seeking youth.
"This type of injury," the court
said, "knows no particular location
or working hours." Bearshield v.
City of Gregory, Supreme Court of
South Dakota, April 19, 1979 (BI/
04/N.-$4).

Benefit coordination

This suit was brought by a hus-
band to recover medical benefits
allegedly due under the terms of
two group medical insurance cer-
tificates. A federal court held that

the insurer did not have to prove
the husband was aware of the limi-
tations contained in the certificates
and group policies.

Seymour Weiss, an attorney, and
his wife were covered by two Con-
tinental Casualty group medical
policies issued by two organiza-
tions. Both policies excluded re-
covery for any loss to the extent
that benefits were paid by Social
Security.

In addition, the policies con-
tained coordination of benefits

clauses, so their benefits plus all
benefits under all other plans for
the same expenses equaled the to-
tal expenses.

Weiss sought to recover $25,000
in medical costs incurred during
his wife's terminal illness. He ad-
mitted that all of the medical costs
had been paid by Medicare and
Blue Cross/Blue Shield, with some
minor exceptions.

Underthese circumstances, Con-
tinental refused to pay the claim.
Weiss sued.

Weiss's principal argument was
that he was not bound by these
clauses unless Continental proved
thathewasawareofthelimitations
and the effect of the limitations

was explained to him. The court
pointed out that as the two organi-
zations that obtained the policies
had more bargaining power than
an individual in negotiating for in-
surance coverage, the need to pro-
tect the individual purchaser from
overreaching by an insurance com-
pany was minimized.

Furthermore, observing that
Weiss was an attorney, the court
noted that the advertising bro-
chures clearly notified him that the
policies contained certain exclu-
sions and coordination of benefits
clauses.

Because Weiss admitted he had

recovered all, or nearly all, of the
medical costs from other sources,

the court said it would be inequita-
bleto requirethe insurer to demon-
strate that Weiss was aware of the

limits and exceptions. Weiss u.
CNA, U.S. district court for the
western District of Pennsylvania,
April 24, 1979 (BI/05/N.-$4).

Copies of the entire decision may
be obtained bv sending a check for
$4 made out to Cases Unlimited to
Business Insurance, 740 N. Rush
St., Chicago, Ill. 60611. Please list
the number for each opinion.
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dates forbu
NOV. 28. Kwasha Lipwn will spon-
sor a seminar at the Waldorf-
Astoria _n New York on guaran-
teed investment concracts. The

seminar will cove the features of
GICs, their applicatior so defined
benefit glans and defined contribu-
tion plans, emplcye commun.2a-
tion reports and provide a sur. ey
of what is available. Cost is $2 25.
Contact Kwasha Lipton, Harry
Bremer. P,O. Box - 137, Englewood
Cliffs, N.J. 07632; phcne 201-:37-
0001.

NOV. 28-29. The University of

Wisconsin-Extension Management
Institute is sponsoring an ad-
vanced course in propery and Lia-
bility insurance accounting. .he
preparation of an annual state-
ment, interpretation of financial
statements and the conelatior of

various company functions w ith
the overill finances of an insurance
company are some of the topics on
the agenda, Cost ES $175. Convact
Joyce Stout, Programming Assis-
tant, Management Institute, Uni
versity of Wisconsin-Extension,
432 Lake St., Mad_son, Wis. 53706.

NOV. 2.5-29. Corporate Systems
Corp. is sponsoring a seminar in
San Francisco on how risk man-
agemen: information systems can
be used to control insirance co sts.

Case studies of successful risk Ero-
grams 66 ill be prifiled and data
base control, risk cost evaluati,n,
trending and forecasting will be
examined. Cost is $345 per person
and $295 for a team oftwi ormore.
The sem inar will be repeated Dec.
5-6 in A Lanta. Contact Corporate
Systems Corp., F,O.30x 3.780,
Amarillo, Tex. 79120.

4.

yers
NOV. 28-30. Risk Management in
Hospitals is a seminar to be he_d in
Phoeni:. Sponsored b> the An-teri-
can Hospital Assn., the seminar
will over planning and organizing
a risk management program, use of
patient care data for 1)ss preven-
tion, physician involvement in risk
management, training a staff for
high-:-is:c areas and application of
liabil-ty control in hosp-tals. COSII is
$185 for members, $235 for non-
members. Con--act Arline Sax.
American Hospital Assn.,840 N.
Lake Store Drive, Cjhicago, Ill.
60611; rhone 312-230-6000.

NOV. 29-30. The American Society
for Industrial Security is spcn-
sorin g L seminar cn computer se-
curity to be held in Arlington. Va.
Implementing a ccmputer security
program. investigating computer
related crimes and the future of

computer technology are topics to
be discussed. Cost .s $165 for n.em-
bers, $213 for non-members. Con-
tact ASIS, Education and Seminar
Programs, 2000 K Street, N.W.,
Suite 651, Washington, D.C. 20006:
phone 202-331-7887.

NOV. 30-DEC. 1. Risk Planning
Group is presenting a two-day
seminar on the Carman Islands as
an alternative domicile for U.S.

owned captive infurance comRa-
nies. Regulatory reguiremenss.
concerning capital, taxes, account-
ing and financial reporting will oe
discussed. The meeting will be lim-
itedto 123 participants.Cost is$425
and the program will be held on
Grand Cayman Island. Cor.tact
Risk Planning Group Inc., 722 Pcst
Rd., Dar.en, Conn, 06820; phone
203-655-3791.

DEC. 2-3. Employer Contributions
and Delinquencies under ERISA
is the title of a seminar to be held at

the Doral Country Club in Miami,
Fla. Sponsored by the Interna-
tional Foundation of Employe
Benefit Plans, the program in-
cludes discussion of fiduciary re-
sponsibility for effective collection
of employer contributions, recent
legal decisions, payroll audits and
Department of Labor audits, col-
lection procedures, collective bar-
gaining agreements and trust doc-
umentations. Cost is $270 for mem-
bers, $345 for non-members. Con-
tact International Foundation of

Employe Benefit Plans, P.O. Box
69, Brookfield, Wis. 53005; phone
414-786-6700.

I}EC. 3-5. Creativity in Communi-
cations is the theme of Business

Insurance's third annual Employe
Benefi: Communications Confer-

ence at the Ritz-Carlton Hotel in

Chicago. Cost is $310 with a 10%
discount for additional registrants
from the same company who regis-
ter at the same time. Contact Sari

Lipschultz, Crain Educational Di-
vision, 740 N. Rush St., Chicago, Ill.
60611: 312-649-5246.

DEC. 3-7. Basic Safety Manage-
ment, an International Safety

Academy course focusing on the
principles and practices of safety
management, will be held in Hous-
ton, Tex. The course covers such

topics as how to design an effective
safety management program, how
to get the most out of inspections,
accident investigations, group
meetings, fire loss control and
other methods and an update on
OSHA. Tuition is $440 or $400 for
each of three or more from the

same company. Contact Interna-
tional Safety Academy, P.O. Box
19600, 10575 Katy Freeway, Hous-
ton, Tex. 77024; 713-932-9400.
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The fastest growing crime in the United States isn't
murder or armed robbery. It's arson. People setting fires
for thrills, spite, revenge, or profit. Last year, the loss in
terms of property came to more than one billion dollars.
An increase of more than 500% in the last ten years.

As one of America's largest loss prevention insurers,
Arkwright-Boston is putting these fires out. By helping
insureds spot vulnerable areas like yard storage, idle

f.- 1 buildings, warehouse areas. And helping them protect
i - j. these areas with strengthened sprinklers and security.

' And through the Factory Mutual System, we're
members of the Committee to Combat Arson.

A group that pools anti-arson data and technical
know-how, and provides
assistance to those working
towards its prevention and
control. At Arkwright-
Boston, we're working hard
to take the profit out of arson.

Arkwright-Boston.
We do it better, because
we do it right.

ARKWRIGHT-
BOSTON
INSURANCE

A MOST UNUSUAL
INSURANCE
COMPANY
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benefit tax slants

Change in life insurer penalizes employe
By JOSEPH S. ROBINSON

Attorney-at-Law

FOR ONE REASON or another, an
employer sometimes changes the
insurer underwriting its group life
plan. But doing so can innocently
trigger a potential tax trap at the
expense of employes.

When an employe assigns owner-
ship interest in his group life insur-
ance to his spouse or other benefi-
ciary, he can sometimes save a lot
ofmoney in death taxes. Unless he
dies within three years of the as-
signment, the proceeds of his in-
surance will remain outside his

taxable estate. However, should he

die within three years, the death

benefitwill then be included in his

estate.

A new Revenue Ruling, 79-233,
creates problems in this area. Ifthe

company drops the group life plan
for any reason and substitutes a
new one in its place, by assigning
his new ownership interest, the
employe starts the three-year rule
all over again.

The ruling dealt with the case of

an employe who assigned his inter-
est in a group term policy to his
spouse in 1971. At the same time,
he made a written agreement to as-
sign any future life insurance cov-

erage, too.
Early in 1977, his employer

dropped its group policy to buy

coverage from another insurer. The
employe then assigned his interest
in the new policy, which was iden-
tical to the old, to his spouse. Later
that year, he died.

The IRS ruled the second assign-
ment wasn't effective until 1977

and, there fore, proceeds o f the pol-
icy were included in the employe's
estate.

Even though the 1971 written
agreement might have been legally
enforceable, IRS says the transfer
of the employe's interest in the pol-
icy didn't occur until 1977.

Retirement plans
A permissible method of tilting a

plan toward a company's execu-
tives is to "integrate" the plan with
Social Security. Precise integra-
tion methods are set forth in Reve-

nue Ruling 71-446, which also spe-
cifies rules covering the situation
in which an employer has more
than one plan.

In a new revenue ruling, IRS ex-

tended its previous ruling to cover
certain cases involving more than
one employer. The tax law pro-
vides that for purposes o f the inte-
gration rules, all employes ofa con-
trolled group of corporations must
be treated as employed by a single
employer.

IRS reasoned that when these

employers maintain more than one
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No matter what your commercial property
insurance needs, you can count on Charter to give
you the plan most likely to reduce premiums and
administrative costs, and expand coverage.

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

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

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

 of The Charter Company.
* 1>:1 i (:I i
Insurance
Inc

The Charte,Company ranks 178th on Fortunek list Ofthe top 500 American Co*orations.

Agents/Brokers · 220 N. Main Street · Jacksonville, Florida 32202 904/358-4323 TELEX 56-350

plan among them and each of the
plans is fully integrated to the max-
imum extent permitted, ifthe same
employes may be covered by two
or more plans, the plans do not in-
tegrate properly and will not sat-
isfy the tax law.

Although this is a logical exten-
sion of IRS's previous ruling and
appears to be supported by the law,

it can have far-reaching implica-
tions for employers who belong to
controlled groups maintaining
more than one retirement plan.

If your company is a member of
such a group, it might be wise to
suggest a reexamination of the
group's retirement plans to make
sure they are not overintegrated in
light of this new ruling. By doing
so, you may avoid having your plan
disqualified at a tax cost that could
prove disastrous.

Early retirement
In this era of mergers and take-

overs, executives are often in a
bind as to how to deal with their

own future. However, those execu-
tives who are over age 50 should do
some special calculating and take
stock of all the built-up cash values
in their old company's benefits
plan. At'age 55, for example, execu-
tives who opt for early retirement
often get more than they expected.

If a pension plan provides for
40% of final pay at age 65, it might
pay 20% or 30%-or even 40%-at
55. Profit sharing or matched dol-
lar plans may have heavily built-up
values and in some cases a cash

payment in lieu ofa stock option is
made to an executive forced out by

a rnerger.

One advantage is that lump-sum
pension or profit sharing funds, no
matter how big the sum, can be
"rolled over" into an Individual

Retirement Account. With an IRA,
an executive can defer taxes until

retirement and pay tax yearly as he
withdraws the cash.

Restricted stock

A corporation transferred some
of its common stock, subject to a
substantial risk of forfeiture, to one
of its key employes. The stock was
not transferrable before the lapse
ofthe substantial risk o f forfeiture.

The employe did not elect to in-
clude the fair market value of the

stock in gross income in the year o f
transfer.

The risk of forfeiture lapsed in a
later year and the stock had appre-
ciated in value from the time o fthe

transfer to the time of the lapse of
the risk of forfeiture.

The IRS held that the fair market

value of the transferred stock at the

time the risk of forfeiture lapsed is
includable in the employe's gross
income for the year in which the
risk lapses. When the risk lapsed
the stock was made available to the

employe without any substantial
limitation or restriction and was

available to be used by the em-
ploye at any time. So the fair mar-
ket value of the stock at the time is

considered wages for tax purposes.
(Revenue Ruling 79-305) •

NAS expands
legal coverage

SANTA MONICA-NAS Insur-

ance Services here has expanded
its business legal expense cover-
age.

The policy covers prior acts, with
no time limit; directors, and legal
defense expenses incurred in the
deductible of an errors and omis-

sions or liability policy. Cover is
available under five plans. •
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, Uisaster communications

; prove worth;in quake
 Seconds after an earthquake that was 6.4 on the Richter
i Scale hit Imperial County last month, hundreds of South-
i ern California hospitals. sprang into action. A powerful

signal knocked out the silencer on their emergencyradios,

switching all units on alert. Staffers readied blood, ban- dages and other medical supplies; they counted empty
» beds and prepared to admit.as many disaster victims as . »,
possible. a

As it turned out, the Southland disaster plan never i
swung into high gear since almost all 90 victims were }s treated on the scene. In a more

» serious catastrophe, however,
this prompt response would have
saved lives and averted needless

suffering.
The need for a master disaster

plan struck members of.the Hos-
pital Council of Southern Califor-
nia after. Hurricane Camille 1
carved a path of destruction
through four Southern states in
1969, killing 256.

B Although hospitals acted heroi- Rundle
 cally, broken communications se-
i verely impeded their effectiveness. Phone lines were
5 downed or overloaded. Urgently needed supplies. were
B misdirected or lost. In theensuing chaos, victims were
1 sent to the same few hospitals, hopelessly overtaxing
! available staff and supplies.
 This experience taught the council that a secure corn-
I munications network would be the linchpin of a success-
} ful disaster plan. Members contacted suppliers of radio
1 equipment, and one-Motorola-custom-built a simpli-
 fied system with a telephone handset replacing the stan-
I dard microphone. Most of Southern California's 240 hospi-
i tals made the $3,000 purchase and instantly tuned into the
1 Hospital Emergency Administrative Radio network.
t HEAR broadcasting is coordinated through a central
I station, initially located in the offices of the hospital coun-
1 cil. All units keep the radios on constantly, but may switch ,
I to silence when theychoose. Ihthe event.of an emergency,
1 a radio signal dialed from any phone in the network auto-

matically overrides the silencer and allows the emergency
i message to be broadcast.

 While local hospitals installed equipment, the council
' polished its master plan, linking city ambulances, heli-
 ports, hospitals and other emergency services. Then it be-
I gan to call regular multi-hospital drills.

 cal bugs were worked out of the network and hospitalsIn June 1970, HEAR staged a mock earthquake. Techni-

 learned how to.help each other better.
I Eight months later came the real thing..A.6.5 temblor,
1 the strongest to strike Southern California in recent years,
4 destroyed large sections of Sylmar in the Northern San
} Fernando Valley. Telephone lines went dead. Communi-
i cations in and out of Sylmar were in disarray.
i The network flashed into action. Mobile units were
I rushed to four hospitals in the heavily hit area. Within half
 an hour, helicopters arrived on the scene to evacuate criti-
I cally ill and injured patients. Soon after, 1,167 patients
i were transferred to other facilities. More than 2,000 disas-
1 ter victims were sent to various Valley hospitals outside
1 the Sylmar destruction zone.
f Foodandbandages.werecollected from contributors all ·
j over Southern California and distributed to hospitals
I treating earthquake victims.
1 The violent shaking that accompanies massive quakes
1 triggers premature birth·in many pregnant women. Extra
1 incubators in Los Angeles had been pinpointed as part of ,
 the master plan and were rushed into needy hospitals.

The quake also burst pipes and cracked storage tanks,
j creating a serious water shortage. Council coordinators

borrowed· huge tanker trucks from- local beer breweries
! and transported water into the quake zone.
i The council'splan performed like clockwork. Before the

relief effort ended, county personnel moved into the
council's offices to direct emergency traffic via HEAR.

2 Today, LA County mans the network, coordinating
j communications among all county emergency services, s
t including the fire and police departments. The channel is
j routinely used to announce smog alerts, to transfer blood
I supplies and to alert hospitals to fires, serious automobile 4
1 accidents and other incidents.
1 News of HEAR spread to other cities after the 1971' '0

quake and many metro areas adopted similar radio alert 4
', systems. Although natural disasters are one risk we can't i 1
1 , prevent,the Sylmar quake lesson shows us there's a lotwe '
8 can do to minimize our losses.

-,
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Brain-damaged boy to get $1.8 million
PHILADELPHIA-The city of

1 Philadelphia has agreed to a $1.8
' million out-of-court settlement in a
H negligence suit brought by the

family of a boy who suffered brain
damage after nearly drowning in a
municipal pool.

The city is self-insured for the
loss.

, The boy, Patrick Donnelly, was.
592 when he was rescued from the

i pool andrevived by alifeguard and

[Fi

the fire rescue squad. The child,
now 11, suffered "severe brain
damage thatreduced him to a spas-
tic quadriplegic," although he can
be expected to live to age 60, said
Robert C. Daniels,.the boy's attor-
ney.

The settlement "was a very fair
and reasonable figure under the
facts of this case," said city solici-
tor Sheldon L. Albert. The cost of
care for the boy, now in·a care home,

averages $16,000 a year, his attor-
ney said.

"It's a lot of money, all right,"
Mr. Daniels said. "But I don't think

it's an exorbitant figure, consider-
ing the expenses the child is going
to incur. When you think of the
care costs over 60 years and infla-
tion, it (the award) makes sense."

Mr. Albert said the settlement

was the largest award in his eight
years as city solicitor. •
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Archdiocese finds self-funding a godsend

"Self-insuring is the only way to
go," says John T. Mahoney ofthe
Archdiocese of Baltimore.

By JERRY GEISEL

BALTIMORE-Self-insuring
workers compensation has been a
godsend for the Archdiocese of
Baltimore.

Since the archdiocese joined the
ranks of the self-insurers in July
1977, it has racked up savings that
now total more than $289,000. It's
no surprise then that the motto of
the archdiocese's director o f insur-

ance, John T. Mahoney, is: "Self-
insuring is the only way to go."

A quick look atthe arithmetic ex-
plains how the self-insured savings
have unfolded. During the first
year of the program, the cost of
claims and excess insurance,
which the archdiocese buys to
cover losses o f more than $150,000,

totaled $52,000. Had the archdio-
cese purchased insurance to cover

all its workers compensation expo-
sures, its bill would have been
$193,000, or $141,000 more than it
paid by self-insuring.

And the saving5 keep growing.
In the last fiscal year, self-insuring
workers compensation saved the
archdiocese an impressive
$148,000. With Maryland workers
compensation rates expected to go
up by another 18% scon, Mr. Maho-
ney believes self-insuring workers
compensation will continue to reap
bigger and bigger dividends.

Thanks to a comprehensive
safety program, automobile liabil-

ity insurance premiums have also
been kept under control. This year
the archdiocese paid $88,000 for a
$500,000 combined single limit lia-
bility policy with The Hartford to
cover its 445 vehicles. That's an in-

crease of only 4.7% from the pre-

vious year, a manageable increase

in times of double-digit inflation.
The archdiocese self-insures

auto physical damage, charging
parishes $100 per vehicle to cover
losses. The cost of physical damage
insurance purchased from insurers
probably would be double, Mr. Ma-
honey estimates.

Against liability losses, Mr. Ma-
honey buys a $500,000 comprehen-
sive general liability policy from
The Hartford and an excess policy
from The St. Paul Cos. for the

$500.000 to $15 million layer.
With a self-insured workers com-

pensation program and high self-

insured retentions for property
risks, a vigorous loss prevention
program is a must. Since 1977, Mr.
Mahoney has begun a systematic
effort to eq uip parish buildings
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with smoke detectors. "If smoke

detectors prevent just one loss a
year, they are worth the cost," he
says.

Each month, Mr. Mahoney pre-

pares a bulletin "with headlines in
red to get attention," outlining tips
to prevent losses.

But Mr. Mahoney doesn't rely
only on bulletins to get the safety
message across. He credits the
archdiocese's insurance inspectors
from Aetna Life & Casualty and
The Hartford with keeping him
closely informed ofpossible safety
hazards.

"We have a couple of million peo-
ple passing through the churches
each week. That could·mean alotof

slips and falls. But we don't have
many claims," Mr. Mahoney says
proudly. Following insurance in-
spectors' recommendations pre-
vents losses, Mr. Mahoney says.
Recommendations include tigh-
tening loose bannisters, repairing
or replacing chairs with weak sup-
ports and keeping stairs clear.

Self-insuring workers compen-
sation is just one way Mr. Mahoney
has been able to hold down in-

creases in the archdiocese's $3.2
million insurance budget. Prop-
erty insurance premiums, for ex-
ample, have been slashed by 40% in
some cases, thanks to a consolida-
ted purchase program.

Under the program, the archdio-
cese buys one master policy from
Aetna to cover the replacement
value of the - archdiocese's 915

buildings. The policy, which has a
$100,000 deductible, costs the arch-

diocese $207,000.
Each parish then reimburses the

archdiocese for its share ofthe pre-
mium and pays a small additional
premium to build up a $500,000

fund to cover losses falling within
the deductible layer.

If the parishes purchased indi-
vidual property policies, as they
did in the early 19605, their prop-
erty insurance costs would be sub-
stantially higher, Mr. Mahoney ob-
served. For example, one Balti-
more parish would have to pay
$1,108 if it purchased property in-
surance alone. Under the archdio-

cese program, equivalent coverage
only costs the parish $513, Mr. Ma-
honey said.

Loss prevention also means
keeping an eye out for the unusual.
For example, Mr. Mahoney discov-
ered that priests transferred to new
parishes often left garments stored
in attics of their old parishes,
which posed a fire hazard. Mr. Ma-
honey alerted maintenance staff to
clean out the attics regularly and
remove the discarded clothes.

Mr. Mahoney regularly analyzes
claims to spot patterns to prevent
those claims from turning into big
losses. The 23-year veteran of the
insurance industry noticed an un-
usual number of employes devel-
oping back strains. Looking more
closely, Mr. Mahoney determined
that employes working in the
archdiocese's rest homes most of-
ten had back strains. The back
problems, it seems, developed
when employes who lacked suffi-
cient strength helped patients out
of bed.

Mr. Mahoney now sees to it that
employes with back problems are
transferred to less strenuous jobs
before a minor strain can turn into

an expensive, long-drawn-out

workers compensation claim.
Mr. Mahoney also has found new

ways to lower costs of the

archdiocese's group health insur-

ance program covering 3,700 em-
ployes. Under a "cost plus" plan
with Blue Cross/Blue Shield of

Maryland, the archdiocese reim-
burses BC/BS for all claims in-

curred, plus a fee of 8%. This saves
the archdiocese about 5% or

$40,000 on health insurance. •
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How many people areyoupaying
to gather dust?

When people can't work due to an illness or accident, its
our job to help get them back in the job market again. It is a job that
calls for thorougly trained professionals with great sensitivity to
the many areas involved in rehabilitation.

Wepe Crawford Rehabilitation Services, Inc. Established in
1972, we now provide rehabilitation services through our nation-
wide network of offices, conveniently 16cated near metropolitan
area centers. Eada of our offices has highly qualified and experi-
enced personnel whose professional expertise is concentrated
inproviding: 1. Mcational evaluation and testing; 2. Counseling;
3. Labor market surveys; 4. Selective job placement.

Through such aprogram we can determine what people
can do, despite any disability, and then try to find away to return
them to their original jobs or suggest ways to modify a job to make
it less demanding. If that is not feasible, we direct them in securing
work with other employers.

Many, many valuable individuals-who otherwise may have
been left to gather dust through unemployment-have been
returned to bealthv productive lives in the labor market through
our services. This also has saved a great deal of money for those
who were involved in supporting the unemployed inaividual

So if you happen to be involved in workers compensation,
long term disability, or other programs involvin*disability cover-*
ages, our services could save you a lot of money mr complete
details, just write: Crawford Rehabilitation Services, Inc., P.O. Box
5047, Atlanta, Ga. 30302. CrawfordRehabilitation Services,Inc.

--
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OMAHA and HOUSTON
are first lines of defense against spiraling insurance costs. To call in the
ARMI Assurex Risk Management Institute . in these areas (or

elsewhere in more than 40 states and 16 foreign countries) call your
Assurex International broker.

THE HARRY A. KOCH COMPANY   JOHN L. WORTHAM & SON
2121 South 44th Street

®
2727 Allen Parkway

Omaha. Nebraska 68105 Houston, Texas 77019

402-558-7000 713-526-3366

See our ad on page 6

Panic buying levels off:
Product liability report

TALLAHASSEE, Fla.-Panic
buying of product liability insur-
ance appears to be leveling off but
there is more evidence of defensive
pricing by insurers, say Florida in-
surance regulators.

Statistics gauging the nation-
wide activities of Florida product
liability insurers between 1975 and
1978 show a decline in the ratio of

written to earned premiums, indi-
eating less growth in the sale of
product liability insurance.

In .978, written premiums were
5.3% greater than earned pre-
miums, a decrease from 8.5% in
1977 and a steep drop from 16.1% in
1976, the height ofthe crisis period
in product liability insurance. In
1975, written premiums were 12.2%
greater than earned, the figures

Sail through the Bermuda tangle with General Re.
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For the newly formed captive company or

the captive venturirg forth toward the profitable
assumpt on of outside business, the way is
fraught with peril.

Setting proper retention levels, creating
workable excess programs and correctly
evaluating outside business require skillful
underwriting techniques for much of the way is
uncharted.

Actuarial counseling, claims and statistical
analysis; each requires an expertise exclusive to
reinsurance.

General Re offers experienced counsel in
any area of reinsurence management.

Chart a successful course for your captive.
Call your General Re underwriter today.

General Re
General Reinsurance Corporation, 600 Steamboat Road, Greenwich, Connecticut 06830 (203) 622-4000:

General Re Services, Ltd., Insco House, Church Street West, Hamilton 5-31, Bermuda (809-29) 5-3742 Telex: 3623-GRSRV-BA

show.

"This may be due to the stabiliz-
ing of previously increasing prices
for coverage and perhaps to the
leveling off of panic buying of prod-
ucts coverage," the report said.

But the coverage has also be-
come higher priced. Paid losses
made up only 14.4% of earned pre-
miums in the last two years, but in
1975 the total was 38.6%. Paid

losses ate up 23.8% of earned pre-
miums in 1976, the report said.

A steady drop since 1976 in year-
end reserves to cover incurred but

not reported losses is another indi-
cation of the higher, defensive pric-
ing trend. At the end of last year,
reserves for IBNR losses were

46.5% higher than they were at the
start of the year.

The 1978 total is less than half of

the year-end level for 1976, when
reserves were 108.5% higher than
at the beginning of that year for
IBNR. In 1977, the year-end level
was 67.6% greater and in 1975, year-
end reserves were 42.4% greater.

In another category, the insur-

ance department said underwrit-
ing and investment income

equaled 21% of the earned pre-
miums of product liability insurers
last year. This represents a sharp
rise from 14.3% in 1977 and 2.3% in

1976. In 1975, insurers experienced
a bad year, losing 20.9% of their
earned premium level from invest-
ments and underwriting.

Underwriting and investment in-
come totaled $117.2 million last

year, about one-third from invest-

ments alone, the insurance depart-
ment said.

Between 50% and 55% of every
premium dollar is available for loss
payouts, the report said. Product
liability has an "unusually" high
loss adjustment expense ratio of
19% of earned premiums, about
three times as much as that of

workers compensation. •

Blues set up
cost control

plan in Mich.
DETROIT-A new health care

plan, designed to induce physi-
cians' efficiency and cost control,
is being set up here by Blue Cross/
Blue Shield of Michigan.

The plan, to be called the Pri-
mary Care Network, is essentially a
cross between a health mainte-

nance organization and an inde-
pendent practice association but
has a unique funding structure,
said Richard Femmel, vp/commu-
nications for BCBSM.

Participating doctors will be
paid on a per-capita basis from
funds set aside in a pool instead of
by the traditional salaries or fee for
service reimhursements.

The system will provide an effi-
ciency incentive for the doctors
and lead to lower health care cover-

age rates because half of any sur-
plus funds at the end of each year

will be distributed among them,
Mr. Femmel said. If doctors over-

spend the fund, they must assume
half the loss.

"It will give the physician incen-
tive to hold down utilization and be

more efficient," Mr. Femmel said.

"We see it as a way to hold down
health care costs."

The pilot program will be avail-

able to groups of workers at the
same rates they pay for HMOs and
fee for service contracts.

The project will be tested in the
Detroit metropolitan area, Mr.
Femmel said. BCBSM has already
advertised for participating doc-
tors and has had good response. i



Suits seek

$371 million
in oil spill

DAILAS-Lawsuits pending
against Southeastern Drilling Co.
stemming from the Campeche oil
spill seek a total of $371.1 million,
says Irving Davis, SEDCO vp-
taxation.

The suits were filed in response
to an Oct. 23 deadline set by a fed-
eral judge for bringing action
against the company. A SEDCO re-
quest to exonerate the company or
limit its liability to $300,000 is still
pending in court (BI, Oct. 15).

In additionto a $155 million class
action suit filed against the com-
pany on behalf of South Texas
fishermen, shrimpers and crab and
oyster operators, class action suits
each asking $100 million have been
filed by area hotel interests and
Willacy County residents.

The state of Texas has filed suit

seeking $10 million m damages
plus $100,000 for cleanup costs and
the federal government is seeking
$6 million for cleanup costs.

SEDCO's Rig 135 was drilling in
the Bay o f Campeche when its well
blew out June 2. Although oil con-
tinues to flow from the well, a
metal plate installed over the blow-
out several weeks ago has reduced
the flow to the point experts be-
lieve it can be eventually capped.

Permargo, the Mexican drilling
company that had leased the
SEDCO rig, and PEMEX, the state-
owned Mexican Oil company

operating at the site, were also
named in the class action suits.

Texas named Permargo in its ac-
tion, as well.

SEDCO does not expect to be
found liable in the case and has

said it would be indemnified by

Permargo, which would be indem-
nified by PEMEX, Mr. Davis
said.

NAEHMO sta rts

scholarship fund
MINNEAPOLIS-The National

Assn. of Employers on Health
Maintenance Organizations Foun-
dations has established a scholar-

ship fund in honor of the late John
J. Boardman Jr., one of the nation's
leading authorities on HMOs.

Contributions to the scholarship
fund are being accepted from indi-
viduals as well as corporations. All
contributions are tax deductible.

Mr. Boardman, executive vp of
Kaiser Foundation International
and Kaiser-Permanente Advisory
Services, was known internation-
ally for his knowledge and skill in
organizing prepaid health-care ser-
vices and facilities.

For additional information about
the scholarship contact NAEHMO
Foundation, 1134 Chamber of
Commerce Building, 15 S. 5th St.,
Minneapolis, Minn. 55402. •
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Offshore oil operators won't be shut down
WASHINGTON-The Coast

Guard is not taking action against
Outer Continental Shelf oil opera-
tors who can't buy insurance cov-
erage to certify them against pollu-
tion liability.

Domestic and British insurers
have declined to write policies un-
der the Outer Continental Shelf
Lands Act Amendments of 1978
that would in effect make them
guarantors against pollution dam-
age caused by policyholders. In-
surers fear they would be sub-
jected to unlimited liability (BI,
Sept. 17).

The amendments require all op-
erators in the Outer Continental

Shelf to demonstrate financial
responsibility for $35 million
through purchase of insurance,
self-insurance, a surety bond, in-
demnification or guarantorship.
Congress is to establish a $200 mil-
lion "Superfund" to cover pollu-
tion cleanup costs of morethan $35
million.

LeBouef, Lamb, Leiby & Mac-
Rae, attorneys for Lloyd's of Lon-
don, interpreted the law to give the
Superfund subrogation rights
against operators and their insur-
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ers. On their advice, Lloyd's de-
clined to write the coverage, as did
AIG Oil Rig and All American Ma-
rine Slip.

IJnderthe amendments, offshore
oil facilities that fail to become cer-
tified could be shut down.

"Without insurance market

availability, we can't require Outer
Continental Shelf people to be cer-
tified," said Coast Guard Capt.
Gilbert Sherburne.

LeBouef Lamb and the Coast

Guard have appealed to Congress
for changes in the law to clarify the

I 4

posture on unlimited liability. Sen.
Edmund Muskie (D-Me.), chair-
man of the environmental pollu-
tion subcommittee, and Sen. Jen-
nings Randolph (D-W.Va.), chair-
man of the Committee on Environ-

ment and Public Works, have ap-
pealed to British and domestic in-
surers for additional information
before taking action.

Although the committee chiefs
have not decided whetherthey will
support legislation on the matter,
there is "no disagreement that

Congress never intended that there
be unlimited liability" for insurers,
said Phil Cummings, chiefcounsel
to the Committee on Environment
and Public Works.

Iflegislation is deemed appropri-
ate, it will be easy to arrange, he
added.

In addition to going the congres-
sional route, the Coast Guard is
seeking an interpretation from the
U.S. Attorney General's Office that
the law did not mean unlimited lia-

bility for insurers, Capt. Sherburne
said. •

CNA introduces a new slant in

professional liability insurance for
architects and engineers.

It's the first plan of its kind in the industry
lt's CNAk new Deductible Credit Plan.

4 +  17 and it's from the nation's leading writer
of professional liability insurance for archi-
tects and engineers. We now offer it as a
regular feature of our AIA/NSPE com-

- mended program.
The Deductible Credit Plan allows your

qualified client to save money when it
4 maybe needed most-at the time of·the

claim. Deductibles can be reduced from

nr-vn 56 4,1 11 ' \4 10%to 50% (up toamaximum of $25,000)
A and for no additional charge.

1.1 i  CNA has been providing professional
liability insurance to design professionals

 *. for more than 22 years. Our years of ex-
V - perience are reflected in our underwriting

7.4 and actuarial expertise. This is why we can
offer broad coverage. competitive com-

K t,] missions and stable, competitive rates. In
4 D - fact, participants in the AIA/NSPE pro-

-. gram received no rate increase for 1979.
. - The Deductible Credit Plan is the kind

innovation that makes producers lean
oward CNA, the leader in professional

§> liability underwriting. Fbr more informa-

tion, contact our underwriting manager,
Victor O. Schinnerer & Co., Inc. Use the

- coupon, or call(202) 686-2850. This cov-
erage may not be available in all states
at this time.

. 1
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f

The CNA Professional Liabiliry Program
has been commended by the American Insti-
tute of Architects and the National Society of
Professional Engineers.

INSURANCE FROM

CNA

Victor 0. Schinnerer & Co., Inc.
5028 Wisconsin Avenue, N.W.
Washington, D.C. 20016

im already leaning!
-Id me more about your Deductible Credit Plan.

1 VAM}·
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info for buyers
• Unisex Tables and Private Pen-

sion Plans, a six-page newsletter
from Kwasha Lipton, uses a hypo-
thetical case history to put pension
problems in perspective. For a free
copy write Department M, Kwasha
Lipton, 429 Sylvan Ave., Engle-
wood Cliffs, N.J. 07632.

• AIG Risk Management is offer-
ing a brochure entitled Going the
Captive Route: It Isn't "Business
As Usual." The brochure outlines

AIGRM's insurance management
capabilities in the captive field. For
a free copy write AIG Risk Man-
agement Inc., 70 Pine St., New
York, N.Y. 10005.

• Do you need more information
about the coordination of benefits

for HMOs? If so, Personnel Re-
search Associates is offering an

employers' HMO service newslet-
ter designed to keep you up-to-
date about the subject. For a free
copy write Richard D. Quinn, Per-
sonnel Research Associates, 49
Oakridge Rd., Verona, N.J. 07044.

• A detailed brochure describing
the analytical services of Clayton
Environmental Consultants Inc., a
technical service arm of Marsh &

McLennar., is available. Analyses
of gas chrcmatography, atomic ab-
sorption and emission spectropho-
tometry, X-ray diffractometry, mi-
croscopic analysis and method de-
velopment are included. For a free
copy write Clayton Environmental
Consultants, 25711 Southfield Rd.,
Southfield, Mich. 48075.

• The National Assn. of Public In-

surance Adjusters is offering a

12-page booklet outlining action to
take if a fire or an allied catastro-
phe occurs. Presented in a ques-
tion and answer format, the book-
let explains complex policy re-
quirements and how to deal with
the insurance company adjusteraf-
ter a fire or allied casualty. For a
free copy send a self-addressed en-
velope with postage to National
Assn. of Public Insurance Ad-
justers, Department 207,404 Clif-
ton Ave., Clifton, N.J. 07011.

• The self-insurance services

available from Aetna Technical
Services are described in a new

28-page brochure. It includes an
elaboration of the company's
claims and loss control activities

and discusses special issues such
as workers compensation, auto
fleet, general liability, professional
liability, product liability and
bond/fidelity insurance. For a free
copy of the brochure write Aetna
Technical Services, 151 Farm-
ington Ave., Hartford, Conn. 06156.

SCOR RE MAKES HISTORY
Scor Re is making history
everyday, building a
reservoir of valuable in-
formation and expertise in
facultative and treaty rein-
surance. Our experienced
underwriters face one-
of-a-kind situations daily.
We have resident en-

gineers for highly techni-
cal jobs, veteran under-

writers to handle those
unique risks, seasoned
treaty account executives
to analyze and develop
programs to fit your
specific needs. So, when
you don't have a history
to qualify decisions, ask
Scor Re. We've got the
answers and we'll give
them to you fast. Usually
within 24 hours.

Send your info
Business Insurance is seeking items relating to employe
benefits insurance for the Info for Buyers column in the
special Employe Benefits issue. The Info for Buyers col-
umn provides BI's readers with easy access to explanatory
brochures, studies, reports and other sources of informa-
tion helpful to their jobs. The items must either be free or
for a nominal cost (less than $10). Persons wishing to submit
material should sendacopy ofthe brochure, information on
where it may beobtained and the costtoMary Ellen McKee,
Business Insurance, 740 N. Rush St., Chicago, Ill. 60611, no
later than Nov. 26.

• The 1979 edition of the Life In-
surance Fact Book is available

from the American Council of Life

Insurance. The book provides in-
formation on the average amount
o f life insurance coverage for each
insured U.S. family, payments to
beneficiaries, policyholders and
annuities over the past year, assets
of life insurance companies and

At Scor Re, we make history,
so you won't have to.

Scor Reinsurance Company
52nd Floor First International Building
1201 Elm Street Dallas, Texas 75270
Te/ex 73-0046 "SCOREAS-DAL"

(214) 748-1100
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the number of people covered by

pension plans administered by life
insurance companies. For a free

copy, write American Council of
Life Insurance, 1850 K St. N.W.,
Washington, D.C. 20006.

• Are your burglar alarm systems
installed properly? Are they main-
tained? These are a few of the ques-
tions discussed in an Underwriters
Laboratories brochure. For a free

copy write Robert Van Brundt,
manager of public information and
education services, Underwriters
Laboratories Inc., 333 Pfingsten
Rd., Northbrook, Ill. 60062.

• Kwasha Lipton is offering a
newsletter giving an overview of
guaranteed investment contracts.
Accounting procedures, basic fea-
tures of the contracts which in-

clude single or recurring deposits,
recoupment, termination provi-
sions and expense charges are ex-
amined. For a free copy write
Kwasha Lipton, Department M,
429 Sylvan Ave., Englewood Cliffs,
N.J. 07632.

• Pension Planning Co. Inc. has
prepared a newsletter describing
the management of health insur-
ance costs. For a free copy write

Pension Planning Co. Inc., Com-
munications Department, 355 Lex-
ington Ave., New York, N.Y. 10017.

. The Service Directory

published by Brown Brothers Ad-
justers lists the location and
24-hour telephone numbers of the
company's 49 offices in the seven
Western states. For a free copy
write Vernon Neufeld, Brown

Brothers Adjusters, 545 Sansome
St., San Francisco, Calif. 94111.

• Gay & Taylor, insurance ad-
justers, is offering a new package
describing its services for self-

insurers o fautomated reporting of
loss statistics, claims management,
claims adjusting and loss control
services. For a free copy write Mary
S. Bolton, manager, marketing re
search, P.O. Box 1410, Winston-
Salem, N.C. 27102.

• The advantages of incorporating
loss recovery services into a risk

management program are outlined
in two 12-page promotional book-
lets, The USSC Way to Increased
Cash Flow Protection and Asset

Conservation and Heavy Equip-
ment and Truck Salvage. For a free
copy write Underwriters Salvage
Co., James C. Boyd, vp, 1400 Busse
Rd., Elk Grove Village, Ill. 60007.

• The Industrial Indemnity Co. of
San Francisco has developed a se-
ries ofgeneral bulletins about fleet
loss control. Management direc-
tion and support, driver orienta-
tion and training, vehicle inspec-
tion and maintenance and accident

investigation records are dis-
cussed. For a free set of bulletins

write Industrial Indemnity Co.,

Home Office Loss Control Depart-
ment, P.O. Box 3660, San Fran-
cisco, Calif. 94120.

. Risk Management for the

Smaller Company is a 45-page
booklet available from the Assn. of

Insurance Risk Managers in Indus-
try & Commerce (AIRMIC Ltd.).
Cost is $7.50. Write R.A Muckles-
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Searle prog ram silences hearing problems

Although few hearing loss claims have been filed at G.D. Searle,
Daniel Cacchione plans "to nip hearing problems in the bud."

By MARY ELLEN McKEE

SKOKIE, Ill.-G.D. Searle em-
ployes can hear themselves think
above the din inthe company's five
North American plants, and Daniel
Cacchione vowsto keep it that way
with a hearing conservation pro-
gram.

Noise levels in each of the North

American plants are monitcred to
be kept within the standards set by
the Occupational Safety and
Health Administration, empha-
sized Mr. Cacchione, manager of
industrial hygiene for Searle. But
management at Searle was deter-
mined to go the extra distance and
start up a program "to nip hearing
problems in the bud," he added.

Generally, the pharmaceutical
plants register noise levels much
lower than those of other indus-

tries and Searle has never been

burdened with workers compensa-
tion claims for hearing loss. But
that's not the point, Mr. Cacchione
said. "'Why should a program be
implemented only after it becomes

a problem for the employe and for
the company?

Experts have counseled, how-

ever, that companies should be
concerned about potential in-
creased costs o f workers con=pen-
sation from hearing loss claims.
This is especially important in Illi-
nois, they say, where the benefit for
occupationally caused hearing loss
is liberal.

Butthe Searle program, begun in
June, was designed in the true
spirit of industrial hygiene, with
the overall health ofthe employe as
the top priority. Mr. Cacchione

HANSTAR:
SEEING IS BELIEVING.

HANSTAR is John Hancock's computerized group accident and health claim payment system. A proven
system that's so advanced, you need to see it in action to understand all it can do for you.

First, you'll see how HANSTAR saves your company time. With our national on-line system, we can
answer policy and claim questions immediately, even if your company has regional divisions. Second,
HANSTAR is accurate. It has built-in controls that reject invalid information and claims duplication. And
it automatically calculates benefits, including reasonable and customary charges, and assures uniformity
of contract application with maximum claim cost containment effectiveness.

Popularity.with employees is another key HANSTAR feature. Employees appreciate the fast response
and the complete Explanation of Benefits, or HANSTAR-generated letter, clearly detailing the disposition
of the claim.

Reports on claim frequency, utilization and plan
adequacy are available to assist you in considering
appropriate plan revisions.

HANSTAR's flexibility in claim administration extends (/ Mutual

to the full spectrum of fully insured, MPA and ASO plans. Life Insurance

See what HANSTAR can do for you. Call Paul H. Gregg, Company
Vice President, at (617) 421-6205 and ask for a HANSTAR
demonstration. Seeing is believing. Boston, Mass.

said. The program reaches 900 em-
ployes.

Unlike many other companies
with hearing programs, Searle is al-
lowing each of the five North
American plants to adapt the pro-
gram at its own speed and in its
own way, Mr. Cacchione said. "We

aren't standing behind them to
make sure they follow my program
to the letter. That would be coun-

terproductive," he added.
Instead, the Searle hearing pro-

gram is tailored to the individual
plant facilities by the people in that
facility. Searle's plant managers
took the basic package constructed
by Mr. Cacchione, informed him
what aspects o f the package would
not work in an individual plant and
then brainstormed with him to find

alternatives.

For example, only a few plants

could meet the requirement to
have a nurse administer the

audiometric test; the other facili-
ties did not have a full-time nurse

on staff. In those facilities, at least

two employes completed a course
certifying them to give the test. The
certification enabled them to give
the test and check the audiometric

equipment, but they are not
authorized to diagnose the test re-
Sults.

The program is divided into four
basic categories, Mr. Cacchione ex-
plained. First, Mr. Cacchione and
plant production employes toured
each facility to test the noise levels
and reduce them as much as possi-
ble. Recommendations on noise

level reductions were made during
meetings with plant managers and
then followed up with a memo
from Mr. Cacchione's office.

His recommendations have

ranged from putting up signs alert-

ing employes to high noise areas in
the plant that require ear protec-
tion devices be worn to engi-
neering noise out o f the actual ma-
chines. "Engineering noise out of
machines, however, is very time

consuming and very expensive,"
said Mr. Cacchione, admitting that
he makes this recommendation in-

frequently.
Next, Mr. Cacchione and his as-

sociates checked each sound booth

before the audiometric testing be-
gan to avoid any discrepancies in
the testing procedure. The booths
will be checked annually by an oc-
tave band analyzer to ensure that a
satisfactory Hertz range (250 to
8,000 Hz) was achieved in the
booth.

"If the testing equipment or the
sound booth is off at all, testing is
done in vain," Mr. Cacchione said.
''It's like any other scientific test,
you must keep a tight rein and an
eye on the controls for accurate re-
sults."

Consequently, the audiometric
equipment is checked by the certi-
fied professional at the plant or
consulting firms every six months.
And Mr. Cacchione plans to check
the sound booths for Hertz levels

annually.

The next part of the program,
and the one considered by Mr. Cac
chione to be the most critical, is the
actual audiometric testing. The test
results administered by the certi-
fied professional at the plant is re-
viewed by a medical professional-
certified audiologist, otologist or
medical doctor.

Employes working in areas of
the plant registering below 85 dBA
(decibles on the A scale) will not
receive another audiometric test

until leaving the company. Em-
ployes in work area scaling levels
from 85 to 90 dBA are checked an-

nually, while employes working in
jobs with noise levels over 90 dBA
are given audiometric tests every
six months.

'Ideally, the company will try to
reduce the noise levels in the work



environment below 90 dBA/' Mr.

Cacchione noted. But until the pre-
ferred noise level is reached, the

employes will be required to wear
ear protective devices, be limited
in the hours they can work in a spe-
cific area and be tested every two to
six months if necessary.

"Noise levels reaching 90 dBA
are really taboo," Mr. Cacchione
said. "We'd work as hard and as

long as possible to bring that noise
level down."

Any employe hired after June re-
ceived a hearing test before official
employment. If the employe was
placed into a job with noise levels
below 85 dBA, he was required to
take another test be fore leaving the
company.

For employes with hearing
losses ranging from 0 to 15 decibles
(considered negligible by most
hearing professionals), the results
are filed away.

When hearing loss is greater than
15 decibles, the audiogram is for-
warded following a retest to a con-
sulting medical professional. The

professional is required to inter-
view the employe, conduct his own
tests (generally more comprehen-
sive than the audiogram given at
the plant), analyze the results and
then discriminate between a noise-

induced hearing loss or functional
hearing loss caused by a disease or
drug.

If the medical professional,

equipped with the employe's back-
ground, job description and test re-
sults, finds the hearing loss may be
occupational in nature, the com-
pany automatically transfers the

employe into a different area of the
plant. "But the employe is always

transferred into a position offering
the same salary," Mr. Cacchione
said.

In some cases, when the hearing
loss is not severe enough to war-
rant a job transfer, an employe is
required to wear a hearing protec-
tion device at all times.

Mr. Cacchione does not expect
the costs of the program to exceed
more than $200,000 this year. Each
audiogram is reviewed for $2.50
each and the more extensive, so-

Commercial

premiums

grow: Exec
CHICAGO-Premium volume

in the commercial insurance mar-

ket will grow ·much faster than in
personal lines and will be 25%

higher by 1985, predicts Robert A.
Leibold, president of Allstate's
new subsidiary looking for in-
creased commercial sales.

Speaking at a session of the soci-
ety of Chartered Property/Casualty
Underwriters here, Mr. Leibold
said the estimated property/
casualty written premium volume
for industrywide commercial lines

will be $46.9 billion for 1979, or
13.8% higher than the $41.2 billion
projected for personal lines. But

within the next 'five years, com-
mercial lines insurance will

produce $83 billion in annual pre-
mium volume while the total for

personal lines will be $70 billion,

reflecting 25% faster annual dollar
growth for commercial lines, he
said.

Not only is that an encouraging
sign for Allstate and other com-
mercial carriers, but "our long-
range growth goals for Allstate
could not be achieved without re-

course to this gigantic commercial
market," he told the CPCU gather-
ing.

Currently. Allstate's share of the
personal property/casualty market
is about 10% but its share of the

commercial property/casualty busi-
ness is less than 1%. he said.

Mr. Lribold is president of'
Northbrook Property & Casualty
Insurance Co. •

phisticated testing can be done for
$25 to $30 each. Costs usually ex-
ceed $25 for additional tests
needed because of discrepancies in
the previous tests. An exact figure
on these additional tests is impos-

sible to compute since the final
cost really depends on the kind of
tests given,,Mr. Cacehione said.

After five months of testing,

none of the employes shows hear-
ing losses severe enough to be
transferred out of his or her present
jobs. And only about'25% of Searle
employes show hearing losses ex-
ceeding 15 decibles.

"Even if all of the employes
tested below the 15 decibles cutoff

point, I would still feel this kind of
program is justified. It doesn't pay
to tamper with the health of the
employes," Mr. Cacchione noted.
"If the program does anything, it
boosts the morale of the worker

and improves the relationship be-
tween the corporate headquarters
here and the outlying facilities. You
can't put a price tag on that." •

ST. LOUIS and PORTLAND

are first lines of defense against spiraling insurance costs. To call in the .
ARMI. Assurex·Risk Management Institute . . in these-areas ·(or
elsewhere in more than 40 states and 16 foreign countries) call.your

Assurex International broker.

THE DANIEL & HENRY

COMPANY

10 Broadway
St. Louis, Missouri 63102

314-421-1525

MORSE, PAYSON & NOYES

57 Exchange Street
Portland. Maine 04112
207-775-7211

 See our ad on page 6

Many companies - regardless of size - have found self-insurance an efficient
alternative to rising costs. The premium costs for workers' compensation,
Employee Benefit and General Liability insurance have increased as
much as 300% in a single year. Self-Insurance eliminates premiums,
premium taxes and commissions. Self-insurance can improve cash flow by
allowing the company to retain cash normally expended for premiums and
earn a return on investment on this retained capital.

An efficient, self-insurance program is simpler than you may think. There
is no need for added management burden when Pinehurst is involved.

Our professional staff handles ALL the administrative details for our
self-insured clients.

R.L. Kautz Co., a division of
Pinehurst Corporation, is the ready SOME OF
source for your self-insurance
program. Using computer models
advanced mathematics and OUR BEST
specialized insurance contracts

RL. Kautz Co. determines risk CLIENTS INSURE
helps prevent losses from
happening and identifies practical
opportunities for saving corporate

THEMSELVES.
funds and easing cash flow. With
no reduction in coverage.

Pinehurst has 50 years of experience in designing corporate insurance
programs. No other company offers more in-depth services. More
importantly, we believe that our top management should be involved and
available for all our clients. This philosophy may limit growth but enhances
the quality of service we provide our clients.

And, when it comes to providing service to our clients, we're professional...
we're aggressive...we're Pinehurst!

Let us uncomplicate your insurance program.

NEW YORK,

Write or call - Tom Arney

President, Pinehurst East

PINEHURSTOR310¥4CORTED INSURANCE SERVICES
LOS ANGELES, CHICAGO, SAN FRANCISCO, BUFFALO
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Municipal risk sharing pools
receive strong support in N.Y.

By ELLIS SIMON

NEW YORK-Support for mu-
nicipal risk sharing pools in New
York is so strong that at least one
insurance trade as sociation oppos-
ing the option expects enabling
legislation to be passed in 1980 de-
spite insurance industry cbjec-
tions.

Public entities in New York
seeking to tackle their liabilicy in-
surance woes are looking to the
legislature for the right to inelude
pooling in their game plan. At
present, New York permits only
conventional insurance or self-
insurance on an individual basis.

But municipal risk sharing pools
have sprung up around the country

in the last few years, providing
public entities in California to Ken-
tucky with an alternative risk fund-
ing method (BI, Jan. 8).

New York officials are demand-

ing the same opportunity to try risk
pocling. All local governments
testifying during five days of hear-
ings on pooling held jointly in mid-
October oy three assembly com-
mittees favored the concept, said
Paul D. Moore, an aide to the ways
anc means committee.

Insurance industry trade groups
such as the American Insurance
Assn., Alliance of American Insur-
ers, Professional Insurance Agents
o f New York and the Independent
Insurance Agents Assn. of New

York spoke out against pooling at
the hearings. But a spokesman for
the Independent Agents conceded
enabling legislation is likely to
pass in 1980.

The legislation probably would
be based on the recommendations

of a study by ways and means com-
mittee staffers. Their report, due in
December, will reflect a survey of
municipalities, testimony at the
hearings and visits to municipal
risk sharing pools in Texas C ali-
fornia and Illinois.

"Comprehensive legislation ena-
bling local governments to meet all
insurance needs" is likely to berec-
ommended in the study, Mr. Mcore
said. Such a bill would probably
permit pooling, he said, and cculd

include tort reform.

Munizipalitie: favor pooling as a
means to control insurance costs,
particularly for general liability
coverage. Between 1975 and 1977,
Middlesown, a city of 22,000, saw
its liability premium rise to
$242,00) from $36,000, Mayor
Myron Perry testified.

Mr. Perry, who chairs the Com-
mittee for the Crganization o f Self-
Insurance Pools, told legislators
pooling would realize first-year
savings of 10% for his community.

Freeport, which saved $300,000
by self-insuring in 1978 for workers
compensation, general and auto-
mobile liability would save an ad-
ditional $124,000 as a result of
pooling's econom.es of scale, said
Mayor William H White, a broker
by profession. The village of40,000
would also be able to obtain higher
limits of excess coverage. he said.

Insurance industry critics o f
pooling proposals charge there
would oe no savings since pooling
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would require "the assemblage of

the persons necessary to run an in-
surance company." Further, they
say, rates for municipalities are
coming down by as much as 20%
for some townships.

Supporters of pooling point to
the cyclical nature of insurance
rates and the lack of municipal spe-
cialists within the insurance mar-

kets. "For too long, municipal in-

surance has been the stepchild of
the insurance industry," testified
Cecilia M. Tymann of the New
York Conference of Mayors.

"Industry spokesmen them-
selves have told us that even the

simplest statistics about municipa-
lities and their insurance records

cannot be provided without exten-
sive, time-consuming and costly
research. No full-scale, industry-
sponsored risk management pro-
grams have been developed and
utilized. No aggressive search by
the insurance carriers for munici-

pal insurance business has taken
place," she said.

Industry groups warn that un-
regulated pools could become a
drain on taxpayers if strict funding
standards are not adopted. "We
must oppose any purported cost
cutting technique, such as

pooling, that refuses to stand on its
own and which has access to gen-
eral taxpayer funds," said John G.
Prios, past president of the state's
independent agents.

A large-scale pooling plan devel-
oped by Weber/Euclid of New
York, consultants for the pro-pools
organization, calls upon participa-
ting public entities to make up part
of their losses from future reve-

nues. The Weber/Euclid plan es-
tablishes four layers of coverage
and groups participants by size
and services provided. Each mu-
nicipality would have a self-
insured retention and would par-
ticipate with other members o f the
subgroup in a shared excess reten-
tion layer. The entire pool would
provide excess coverage above
that layer and additional excess in-
surance would be purchased from
conventional sources.

Although losses paid by the en-
tire pool would be fully funded,
losses paid at the shared layer
would only be partly funded. Par-
ticipants having losses at this level
would have to reimburse the sub-

group fund over a four-year period.
The ways and means committee

muststill decide how it proposes to
regulate municipal insurance

pools, Mr. Moore said. "We want
some regulation, but don't want to
tie them down so much that they
can't function properly.

Regulation by the insurance de-
partment would give the risk-
sharing entities access to the state

guaranty fund, but would also sub-
ject them to department reserve,
rating and reporting requirements.
Such an entity would not be a self-
insurance pool, but a reciprocal in-

surer, several sources pointed out.
Unlike a pool, the reciprocal

would not have to be capitalized,
said Weber/Euclid's Mr. Carter.

Guaranty fund-type mechanisms
can be built into a pool, he added.

A reciprocal is a more prudent
alternative to self-insurance pools,
said Lawrence O'Brien, executive
vp of Associated Risk Managers o f
New York, an Albany-based con-
sulting firm. He had recommended
creation of a reciprocal in a study
for the Conference of Mayors.

Autonomy from insurance de-
partment regulation would be one
of a pool's biggest drawbacks, he
said.

In addition, pooling would re-
quire comprehensive legislation
since it would mean one munici-

pality would be, in effect, paying
the losses of another, he noted.

The legislature should let the
municipalities decide for them-
selves whether they want to partic-
ipate in a self-insurance pool or
form reciprocals, said Ms. Tymann
of the mayors conference. •



Pa. regulator seeks

in risk pooling bill
HARRISBURG, Pa.-Pennsyl-

vania insurance commissioner

Harvey Bartle III wants any legis-
lation permitting governments to
pool workers compensation risks
to include financial standards.

The Pennsylvania house is con-
sidering legislation to permit polit-
ical entities to form self-insurance

pools for workers compensation
(H.B. 1516) and the senate is con-
sidering a bill (S.B. 715) to allow all
employers, both public and pri-
vate, to form such pools.

Commissioner Bartle, however, .
is warning legislators that self-
insurance pools would attract the
cream-of-the-crop employers, the
safer risks, leaving industries with
poorer loss experience to buy in-
surance from private companies or
from the government-run State
Workmen's Insurance Fund. Rates

for such employers then would be
driven up, he said.

Financial standards and exami-

nations of self-insurance pools

must be included in any legislation
authorizing their creation, Mr. Bar-
tle said in testimony before the
house labor relations committee. "I

must emphasize that the solvency
of workers compensation pro-
viders is absolutely critical, and
that any system of workers com-
pensation must assure the finan-

cial capability of the entities re-
quired to pay the compensation,"
he said.

Mr. Bartle recommended that if

the general assembly authorizes
self-insurance, the law should also
set minimum financial standards,
require examinations and audits of
the pools and establish a procedure
forspreading the risk in case o feat-
astrophic loss.

"While we favor any means to
lower insurance costs which pro-

vide proper safeguards," Mr. Bartle
told the committee, "the adminis-

injured boy
may receive
$3.39 million

CARLTON, Minn.-A Moose
Lake boy partially paralyzed after
he was hit by a ball from a baseball
pitching machine could receive as
much as $3.39 million overthe next
60 years in an out-of-court settle-
ment.

Mark Gassert, 11, lost use of his
legs and left arm when he was
struck in the head by the ball Aug.
3, 1977, at Moose Lake High
School.

The settlement, consisting of a
$250,000 lump sum and monthly
annuities beginning at $1,000, will
be shared by the defendants in the
suit, said Gene Halverson of Du-
tuth, the attorney representing the
St. Paul Fire & Marine Insurance

The defendants were the school

district, insured by St. Paul; the
manufacturer of the machine, Ad-
vance Machine Corp. and its now
dissolved subsidiary, Commercial
Mechanism Inc., insured by Uni-
versal Insurance Co. Ltd. of Can-

ada; the wholesale distributor,
Dudley Corp., insured by The
Home Insurance Co., and C.Z.
Wilson of Duluth, the retailer, in-
sured by Northwest National Life
Insurance Co.

The youngster was standing near

the machine when its pitching arm
discharged a ball that struck him in
the head. •

tration believes that before H.B.

1516 or any other ·such bill is
enacted, the effects of such re-
forms on the entire workers com-

pensation system must be se-
riously considered."

Mr. Bartle noted that several

steps to control workers compen-
sation costs in Pennsylvania are al-
ready being taken, including his
appointment o f an independent ac-
tuary to evaluate the workers com-
pensation rating system and Gov.
Richard Thornburgh's appoint-
ment of a blue ribbon panel to
study SWIF. . ,

1i
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Benefits increase faster than pay: Study
NEW YORK-Benefits in-

creasedfasterthan cashcompensa-
tion for the average salaried em-
ploye from mid-1978 to mid-1979,
reversing the trend of faster wage .
increases the year befre, says con-
sultant Hay-Huggins.

Non-cash compenmtion in-

creases ranged from 9% to 18%
while cash compensation increases
were 6% to 16%, repons the 1979
Hay-Huggins Noncash Compensa-
tion Comparison.

Industrial company employes re-
ceived the highest inc re:se in ben-
efits, ranging from 13.4% to 17.1%,
while cash compensation increases
ranged from 7.2% to 13.8%.

Financial institutior. employes
got benefit increases frcm 10.5% to
16.9% and cash raises tom 8.6% to

16%. Service organization em-
ployes' benefit increases were as

low as 8.6% but as high as 17,8%
witn raises ranging from 6.4% to
9%.

The naticnal survey of 500 em-
ployers conducted from March to
Jur_e.also·showed:

• Benefits continued to equal
30% to 40% of salary in the typical
range of pay levels.

• Comprehensive major medical
plans continue to replace base
health care Xlans that are supple-
mente6 by :rajor medical plans.

• More companies are offering
HMOs as a health care plan option.

• Dental plans are increasing,
with half the participating organi-
zations offering dental coverage.

• 501 (C)(9) trusts to fund welfare
ber_efits :re growing; 16% of re-
spondents have them this year, up
from 11% 1:s. year.

• Use of non-qualified stock op-

Hospital/Medical Plan

Dental Coverage

Vision Coverage

.Coverage for Retirees Over
Age 65

Health care

Prevalence of Practice

tion plans is increasing at the ex-
pense of qualified plans.

The salary equivalent of noncash
compensation increased for those

7%

1

50%

66%

1 1 Ill

at the lower end of the $20,000 to
$100,000 annual salary scale, while
remaining constant or decreasing

for those at the top o f the scale dur-
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they'll

100%

ing 1979.
Within industrial companies in

1979, the average salary equivalent
value of noncash compensation for
an employe earning $100,000 per
yearwas 29.4%, the same as in 1978.
However, for the employe earning
$20,000 per year, noncash compen-
sation accounted for 38.0% of sal-

ary in 1979, up from 35.8% in 1978.
The value ofnoncash compensa-

tion for employes of financial insti-
tutions earning $100,000 per year
was 31.6% in 1979, down from
33.1%in 1978. However, forthe em-
ploye in the $20,000 per year range,
noncash compensation accounted
for 39.5% of salary in 1979, up from
38% in 1978.

Service organizations reported
results similar to those of financial

institutions, with noncash com-
pensation accounting for 29.5% of
salary in 1979 for $100,000-per-year
employes, down from 30.1% in
1978. The $20,000-per-year em-
ploye, however, experienced an in-
crease in the salary equivalent of
noncash compensation in 1979 to
38.5% of salary, up from 36.2% in
1978.

For those earning $30,000 to
$70,000 per year, the salary equiva-
lent of noncash compensation de-
creased as salary increased, but fell
within the ranges noted above.

Noncash compensation mea-
sured includes: death benefits, sick
leave, disability income, health
plans, pensions, deferred profit
sharing and thrift plans (including
ESOPs and TRASOPs), holidays
and vacations. Social Security,
workers compensation and unem-
ployment insurance. Where bene-
fits were financed partly by the em-
ployer and partly by employe con-
tributions, only the employer-
funded portion was counted.

Comprehensive major medical
plans were provided by 38% of sur-
vey respondents in 1979, compared
with 34% in 1977 and»26% in 1975.

Comprehensive plans are thus

gradually replacing the traditional
combination of a basic hospital-
surgical plan supplemented by a
mAjor medical plan.

Although comprehensive plans
are typically more responsiveto in-
flationary cost increases, they also

lend themselves more easily to
cost-sharing devices such as coin-
surance and front end deductibles.

Theoretically,· this means the em-
ploye has more incentive to control
costs, since he must share the ex-

pense.

As an optional form of health
coverage, HMOs were offered by

44% of 1979 participants, up from
30% last year.

Increasing costs are also behind

another trend in health plan prac-
tices. the shift away from a surgical

expense schedule and toward a
"reasonable and customary",basis
ofreimbursement. In 1979, surgical
expense schedules accounted for

30% of plans reported, a sharp de-
cline from 41% in 1978. The reason-

able and customary plan has an au-

tomatic cost-Of-living escalator in
an inflationary period, which main-
tains the adequacy of benefits

U



Sickness & Disability
Income

Uninsured Short Term
Sick Leave Plan

Long Term Disability Plan
60% or More of Monthly

Pay (Flat % Benefit
Plans)

Maximum Monthly Benefit
No Maximum

$2500 or More
Less than $2500

without need for constant plan re-
vision. On the same hand, it is al-
most always more expensive than
a fixed schedule.

For 73% of reporting organiza-
tions in 1979, the lifetime maxi-
mum for health care benefits was

$200,000 or more, as opposed to
61% in 1978 and only 25% in 1975.

Group dental plans were pro-
vided for 50% of respondents' em-
ployes in 1979, compared with 44%
in 1978 and 24% in 1975. However,
only 7% of employers offered vi-
sion care plans in 1979, an increase
of 1% from 1978.

Maternity expenses were reim-
bursed on the same basis as other

types of hospital confinement by

86% of the 1979 NCC respondents,
an increase from the 43% who re-

ported this type of reimbursement
in 1978. Similarly, maternity was
covered by 72% of disability in-
come plans in 1979, an increase
from 54% in 1978.

Some of the plan modifications

were attributed to the Pregnancy
Amendments to the Civil Rights

Act, which require that employe
benefit plans treat maternity ex-
penses as other health care needs
and disabilities as ofApril 29,1979.
Some survey participants, how-
ever, had not made the plan modifi-

cations required during the survey
period.

Changes in company life insur-
ance plans were expected to be
made by survey participants, be-
cause of age discrimination act
amendments raising the allowable
mandatory retirement age to 70 in
January.

However, since the Department
ofLabor's benefit guidelines under
the act were not published until
May, survey participants could
only express anticipated changes
in their plans.

Intending to provide full life in-
surance coverage to active em-
ployes up to age 70 were 56% o f par-
ticipants while the remaining 44%
said they would use an allowable
percentage reduction schedule for
years worked past 65.

A total of 69% of employers that
intend to reduce coverage favored
an 8% reduction per year after 65,
which is in keeping with regulation
guidelines.

Although pension aceruals may
be frozen at normal retirement age,
more than 50% of employers had
made provisions to increase pen-
sion benefits for employes who
continue working. Additional ser-
vice credits would be granted by
20% of survey participants; 21%
will count extra years earnings and
12% will increase benefit amounts

actuarially because of postponed

Group life purchase
Group life insurance purchased
under new or renewed contracts

totaled $12.6 billion in August,
compared with $8.26 billion a year
earlier. Industrial life insurance

purchases were $487 million, com-
pared with $518 million a year ear-
lien In the 12-month period ending
in August, group insurance pur-
chases totaled $131.9 billion com-

pared with $120.6 billion in the
comparable period a year earlier,
and industrial purchases were $6
billion, compared with $6.3 billion
last year.

1979 1977 1975

96%

94%

95%

90%

71% 72%

19%
43%

38%

retirement.

16%

38%
46%

94%
86%

66%

In surveying capital accumula-
tion plans, the survey found real
growth only in ESOPs and TRA-
SOPs. Of the shareholder-owned

companies that could offer them,
18% noted one or the other, includ-
ing one firm that offered both. This

1

L

19%

31%

50%

Pension Plan Only

Pension Plan Plus
Supplemental P

Supplemental Plan

No Plans

Pension Plans
Prevalence of Practice

1

37%
1

55%lan(s)

s Only . 7%

1<1%

compares with 16% in 1978 and 6%
in 1977.

Thrift plans, on the other hand,
leveled off in 1979 with 37% of par-
ticipants reporting them versus
36% in 1978.

The proportion of organizations
with profit-sharing plans remained
constant at 23%, but deferred-only

11 1

arrangements increased to 64% in
1979 from 56% in 1978 while cash-
and-deferred dropped to 36% in
1979 from 44% in 1978.

Repercussions of the Tax Re-
form Act of 1976 are continuing in
the stock option plan area. The act
requires all qualified stock option

1 1

plans to be phased out by May 21,
1981. The number of 3hareholder-

owned companies in the survey of-
fering only a q.ialified plan con-
tinues to drop-14% in 1979, down
from 19% in 1978. Cncurrenhly,
27% reported only a non-qudified
plan in 1979, as opposed to 20% last
year. .
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Revisions being made

Metzenbaum pro posal still lies dormant
By JERRY GEISEL

WASHINGTON-Sen. Howard

Metzenbaum's (D-Ohio) long-

awaited legislative initiative to
amend the McCarran-Ferguson
Act can't seem to get off the
ground.

For months, the Ohio Democrat
has said he would introduce legis-
lation amending the 1945 law giv-
ing insurers immunity to federal
antitrust law in favor of state regu-
lation.

Early this summer, Mr. Met-
zenbaum's staff circulated a

draft copy of his proposed
McCarran-Ferguson repeal bill.
However, at a hearing this fall on
state insurance regulation, Mr.

Metzenbaum, in what one insur-
ance industry lobbyist called "the
most extraordinary statement I've
ever heard at a congressional hear-
ing," said the staff bill did not nec-
essarily reflect his views.

That statement sent his staff

scurryingto close whatever gap ex-
ists between Sen. Metzenbaum and

his aides on the exact form a

McCarran-Ferguson repeal bill
should take. Revisions to the draft

copy bill are now being made, but
there is no timetable on when :he

finished product will be intro-
duced in the Senate, said Metzen-
baum aide Sandy Kemp. "The is-
sues are very complex and there
are a lot of comments (from insur-

ers) we want to analyze," he said.
The final bill that does emerge,

however, is expected to resemble
the draft measure, informed

sources say. That proposal sets
minimum federal standards to en-

sure full availability and affordabil-
ity of property/casualty insurance
to eliminate possibly unfair dis-
crimination. It targets so-called
abuses in personal lines but woul(6
interject federal regulation of in-
surers.

The draft measure would bar

joint gathering of expense in forma-
tion and joint claim adjustment ex-
pense trends and projections.

The measure would also bar the

collection of statistical loss data on

age, sex, race and marital status

and would prohibit the use of sex
distinctions in setting individual
policy rates. "Insurance policy-
holders deserve the presumption
of being considered ordinary risks
until they demonstrate ctherwise
by their own actions," said a staff
summary of the draft bill.

The bill also forbids insurers to

charge higher rates for property in-
surance because of location. This

provision would result in a "radical
restructuring" of the classification
and territorial systems to reduce

the disparity between high loss ur-
ban areas and low-loss rural and

suburban areas, says Les Cheek,
vp-federal affairs for Crum & For-
ster.
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"Frankly, it is an attempt to re-
distribute income in the insurance

mechanism from the haves to the

have nots," Mr. Cheek adds.
The measure also would forbid

insurers to "refuse to make avail-

able, cancel or fail to renew per-

sonal property/casualty coverage
which it generally provides except
in cases where a risk is objection-
ably uninsurable." The draft bill
does not spell out what "objec-
tively uninsurable" means.

Insurers would be prohibited
from discriminating in rating be-
cause of personal habits, appear-
ance or occupation. "Does that
mean alcoholism and drug addie-
tion cannot be taken into consider-

ation with respect to auto insur-
ance rates?" pondered Jim Kim-
ble, counsel for the American In-
surance Assn. "It suggests lifestyle
information cannot be used in un-

derwriting."

The staff bill would give the
states two years to amend their
laws to comply with the federal
standards. I f the state did not com-

ply by then, the federal standards
would go into effect and be en-

forced by the U.S. attorney gen-
eral.

Every three years, the state
would have to recertify its compli-
ance with the federal standards

with a new federal agency, the In-
surance Regulation Review Panel,
which would be located in the Jus-

tice Department.

To date, there has been slight
interest in Congress in Mr.
Metzenbaum's proposal. "I think at
this point, Congress's plate is full
and Congress isn't feeling the kind
of pressure that would warrant
their moving in on the insurance
business," Mr. Cheek says.

Another insurance industry lob-
byist is even more blunt about the
possible impact of the Metzen-
baum legislation: "It's a hollow

threat," noting that o f the 535 men
and women in Congress, only two,
Sen. Metzenbaum and Rep. John
LaFalce (D-N.Y.), favor making
substantive changes in the system
of state insurance regulation.

Even a recent General Account-

ing Office report that found major
shortcomings in state regulation
(BI,Oct. 15, Oct. 29) failed to stimu-
late much interest in Congress. At a
hearing where GAO officials testi-
fied on the report's findings, only
two senators-Sen. Metzenbaum

and Sen. Strom Thurmond (R-

S.C.)-showed up. And Sen. Thur-
mond made a strong pitch for state
regulation, extolling in some detail

its purported virtues. •

Profit cycle
to rise in '81: Poll

NEW YORK-The underwriting
profit cycle will start to turn up
sometime during 1981, most likely
in the second and third quarters,
says a poll of the 400 Society of In-
surance Research members.

But one-fifth of the respondents

believe significant improvements
will not occur until 1982.

The report also indicates that
commercial auto and multiperil

loss experience is expected to
worsen. The major concerns for
property and casualty insurers
next year will be underwriting re-
sults and inflation. Inflation,
operating costs and national health
insurance will be major worries for
life and health insurers.

The society's membership is
composed of insurance research
and planning professionals in in-
surance companies, colleges, gov-

ernment, trade associations and
consulting firms. •



111. hearings to study
-ork comp insurers'
cost control effo rts

CHICAGO-In its attempt to
make Illinois workers compensa-
tion insurers control rising costs,
the state's insurance department
and the industrial commission will

have week-long hearings to ap-
praise the insurers' efforts so far.

A rate order issued by the insur-
ance department in July stated the
insurers' efforts to trim waste in

the workers compensation system
would have to be evaluated before

any future rate changes could be
granted.

"These hearings were scheduled
so we could get more specific
about what insurers should be do-

ing to control costs," said Philip R.
O'Connor, acting director of the Il-
linois department of insurance.

The industrial commission and

the insurance department, which
share authority over the entire
workers compensation system,
will look at the extent of cost con-

trol measures already taken by the
insurers and then try to chart some
standards by which to judge seri-
ous cost containment performance.

U.S. Fidelity & Guaranty Co.,
Aetna Life & Casualty Co., The
Travelers Insurance Co., Employ-
ers of Wausau, Liberty Mutual,
CNA Insurance Co. and the Kem-

per Insurance Group say they will
cooperate with the two state agen-

cies in the hearings. They refused,
however, to comment about

whether they considered the hear-
ings necessary.

"The time has long passed when
insurers or anyone else can look

upon workers compensation sim-
ply as a cost-plus operation," noted
Rebecca Schneiderman, chairman
of the industrial commission.

"Each and every actor in the
system-the workers, the em-
ployer, the union, the doctors and
the lawyers-must accept some re-
sponsibility to contain costs."

An attorney for a workers com-
pensation insurer, not domiciled in
Illinois called the hearings another
opportunity for the insurance de-
partment to spin its wheels.
"Workers compensation under-
writers have been trying to keep a
lid on costs long before inflation
caused medical costs to climb.

We're a step ahead of the depart-
ment," he said.

The industrial commission and

the insurance department have
been working with insurers and
representatives of employers and
workers analyzing issues to be ex-
plored in the hearings.

The issues to be considered in-

clude methods for monitoring and
improving an insurer's develop-
ment of plans for reemployment of
injured workers, prompt payment
of benefits and medical expenses.
and review of those medical ex-

Rehab report
service offered

ATLANTA-Equifax Services
Inc. has introduced a new service

for insurers or self-insurers re-

quiring a professional evaluation
of the rehabilitation potential of
disabled individuals.

Rehabilitation Management Ser-
vice combines comprehensive
screening and assessment with an
objective appraisal of rehabilita-
tion potential. After studying the
recommendations, the insurer has
the option of using Equifax's case
management services, in which an
Equifax specialist acts as liaison
between the insurer and the inde-

pendent rehabilitation facility. •

penses. Causes of litigation will
also be examined.

Dr. Kenneth Tannenbaum of the

Health Systems Group in Ann Ar-
bor, Mich., has been appointed
hearing officer. Dr. Tannenbaum
has served as special hearing offi-
cer in two previous hearings that
resulted in setting cost contain-
ment standards for nonprofit
health insurers.

The hearings will be at 10 a.m.
Nov. 26 in Chicago in the audito-
rium on the lower level of the

People's Gas Building, 122 S.
Michigan Ave., Chicago, Ill. •
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CINCINNATI and SEATTLE

are first lines of defense against spiraling insurance costs. To call in the
ARMI. Assurex Risk Management Institute . in these areas (or

elsewhere in more than 40 states and 16 foreign countries) call your
Assurex International broker.

KREIDLER-SHELL. INC.
309 Vine Street
Cincinnati. Ohio 45202

513-381-0500

LaBOW, HAYNES COMPANY. INC.
25 Seattle First National

Bank Building
Seattle. Washington 98154
206-223-MOO

 See our ad on page 6

.-1
RICHARD B. SPITZNASS DIRECTOR OF EMPLOYEE BENEFITS, THE WEYERHAEUSER COMPANY, TACOMA, WASHINGTON.

"We handle a huge volume
of Health Claims-fast-with CAS*."

"Before Weyerhaeuser went on-line
with SDC's Claims Administration

System in January, 1978, we had
an 8-week backlog of medical
claims, and our employees were
screaming at us. The small photo
shows a portionof our overflowing
manual system. We knew we had
to automate- and fast! Our Sys-
tems Group investigated. They
found that CAS was better and

more economical than any com-
puter system we could develop for
ourselves. Besides, the references
given CAS by other large users
were impressive, and the system
was immediately available.

"By July, 1978, were down to a
TWO-DAY turnaround. Our staff 's

morale soared... felt their posi-
tions had been upgraded. After all,
we're in the tree business, not the

paper shuffling business. What do I
think of CAS? With our claims load

growing 10% to 20% per year for

*CLAIMS ADMINISTRATION SYSTEM.

the foreseeable future, CAS is just
going to be more and more useful
to us."

Learn how your organization can
reap large savings while slashing
claims handling time ahd eliminat-
ing errors. Send the coupon today,
clipped to your business card or
letterhead, for full details. Or call
one of our regional CAS offices.

4

WEYERFAEUSER-BEFORE CAS

1 ----
 To: System Development Corporation
, (Claims Administration System)

• 2500 Colorado Avenue

 Santa Monica, CA 90406
1 (213) 829-7511
1 • 122 East 42nd Street
 New York. NY 10017

(212) 697-4227

• 18W.100 22nd Street, Suite 102
Oakbrook Terrace, IL 60181

(312) 620-8288

Please send me your brochure giv-
ing full details of the CAS technique
of automating medical and dental
claims administration for large
organizations.

// 1
1

1

 NAME
1

1 TITLE-
1

MAIL STOP 

 Systern '
1 Developrnent
 Corporation
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Uninsured museum loses $10 million

2 9- 4. /
0

The Bradley Air Museum in Connecticut, destroyed by a twister last
month, is uninsured for the $10 million loss.

WINDSOR LOCKS, Conn.-

Tornadoes in New England are al-
most unheard of, so the Connecti-
cutAeronautical Historical Society
chose not to' insure against them.

But the unexpected occurred
here Oct. 3 and the society, which
runs the Bradley AirMuseum here,
now wishes it had insurance.

About half of its 60-plane collee-
tion of relies from World War II and
more recent clashes was destroyed
and several more planes were
damaged by a surprise tornado
that left this city in shambles.

It would cost about$10 millionto
replace the destroyed aircraft, said
society president George Clyde,
who, ironically, is an assistant vp at
Aetna Life & Casualty Co. in its
Hartford home office in personal
property/casualty lines.

Purchasing full value insurance

would have been too costly, he ex-
plained. The premium would have

equaled 60% to 65% of the
museum's operating budget of
$180,000, he said. In addition, a to-
tal loss was never anticipated.

Mr. Clyde said he would not be
surprised if the directors chose to
purchase some insurance for the
remaining aircraft as a result of the
storm, but added that he doubted it
would be for full value.

The society intends to rebuild as

many planes as it can and has re-
ceived offers o f assistance from air

museums around the country and
the U.S. AirForce. Several sources,
including the Air Force, have vo-
lunteered surplus equipment to
helpthe museum rebuild its collec-
tion.

Surplus equipment is a principal

Excess risk coverage is a good idea.
Excessive risk coverage is abadidea.

That's an important distinction.
And happily, for more and
more employers, the availability
of excess risk coverage is
enabling them to eliminate
excessive risk coverage.

The reason is simple: excess
risk coverage-by protecting
employers against catastrophic
claims- makes it practical for
them to self-fund all of their

normal employee medical claims.
As a result, money that might
otherwise be spent on monthly
premium surpluses can remain

in the employer's cash flow.
Or be placed in a tax-exempt
501 (c) (9) trUSt.

To make sure the financial

benefits of self-funding won't be
more than cancelled out by
unusually large employee claims,
many employers need the right
excess risk coverage. 1DS Life-
with expertise that's backed
by over $1 billion in assets-can
work with you to make sure you
get this coverage.

We offer flexible

coverage on an

aggregare and/or individual
claim basis. Plus a medical

conversion policy for terminat-
ing employees.

Self-funding and excess risk
coverage aren't for everyone. So
consider the alternatives.

And, if you then decide
excess risk coverage is for you,
consider IDS Life. Contact

our Group Marketing Division at
(612) 372-2042 if you'd like
further information.

*DS®IlFE COMPANY
INSURANCE

Group Marketing Division
2400 IDS Tower, Minneapolis. Minnesota 55402
Equal Opportunity Employer M/E

"1 LIKE THE IDEA OF GErnNG JUST WHAT I NEED"

\

\ 10
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source of airplanes for collections
of museums like Bradley. But
Bradley also purchases some craft
and "scrounges" to find others,
such as planes that might have
crashed and been abandoned

somewhere, Mr. Clyde said.
But airplanes that are donated or

hauled away from a field do not
come without a price tag. Volun-
teer crews must be sent, some-
times to as far away as Arizona, to
dismantle the aircraft and crate

and ship the parts to Connecticut.
For a typical craft that could run

as much as $15,000, Mr. Clyde said.
In addition, many of the air-

planes destroyed at Bradley were
one of few of their type remaining
intheUnitedStates.AB17bomber
of World War II-vintage was one o f
five left in the U.S., he said.

Extensive damage was done to
the plane's fuselage and the mu-
seum considers it a total loss, Mr.
Clyde said. But Air Force officials
who have inspected the craft said it
could be rebuilt, he added. •

Ad usters

stil pro be
explosion

COVE POINT, Md.-Adjusters
are still investigating damage
caused by an explosion at a liquid
natural gas substation here last
month, but owners of the plant say
they don't expect the total loss to
go beyond $10 million.

The explosion, which killed one
man and injured another, shut
down for 13 days a $300 million
plant owned by Columbia LNG
Co., a Delaware-based corporation
that provides electric power to
Washington, D.C., and Baltimbre
utility companies.

The plant has reopened, but is
operating at diminished capacity.

Columbia LNG officials said

they haven't yet determined the
losses caused by damage to the
plant and the loss of revenues from
the shutdown.

The company doesn't carry busi-

ness interruption insurance, but it
has a $50 million per occurrence
property insura'nce policy under-
written by Industrial Risk Insur-
ers, said Columbia LNG insurance
manager Joe Yandoli. The com-
pany has a self-insured retention of
$25,000, he said.

The amount of benefits to be

paid because of the accident
weren't available. Mr. Yandoli said

the death benefit paid for the man
killed during the explosion will
equal four times his annual salary.

The explosion at the terminal for
Algerian gas coming into the

United States, caused by a me-
chanical failure of a pump seal,
prompted an investigation by the
National Transportation Safety
Board.

Some critics have charged the
explosion was the first indication
of possible safety problems at the
plant, but Columbia LNG officials

disputed that suggestion. "I f there
had been anything unsafe about
the way the plant was built, I don't
think the NTSB would have al-

lowed it to reopen," said one Co-
lumbia spokesman.

But the board's investigation still
has failed to satisfy those who won-

der how the liquified gas was able
to seep from the faulty pump seal
to an electrical substation more

than 100 yards away by following
an electrical conduit between the

two points.
Rep. Edward Markey (D-Mass.)

has called for a congressional in-
vestigation of the accident. •



Negotiations continue

Lloyd's to resettle tobacco damage claims
By STUART EMMRICH

RALEIGH, N.C.-Lloyd's of
London has agreed to resettle
claims paid to more than 900
farmers who suffered damage to
their tobacco crops because of a
herbicide-tainted fertilizer they
used. Lloyd's will also continue ne-
gotiations with 300 other farmers

who refused to accept its estimate
of their losses.

The recent concession by
Lloyd's, excess insurer for Borden/
Smith-Douglass, manufacturer of
the contaminated fertilizer, comes

after months of complaints over
the handling of claims by farmers
who contend they suffered de-
struction of 10% of the state's to-

bacco crop (BI, Sept. 171
Payments so far to the North

Carolina farmers have been esti-

mated at about $15 million and are
expected to go somewhat higher.
Borden has a self-insured retention

of $500,000, company risk manager
Russell Drake says. Affiliated FM
Insurance Co. covers the next $10
million and an additional $250 mil-
lion of insurance is underwritten

for Borden by Lloyd's of London.
Mr. Drake said he doubts the ulti-

mate losses will reach the $40 mil-

lion limit on the first layer of the
excess coverage.

North Carolina officials recently
reported that Borden paid $2 mil-
lion out of its own pocket to cover
some of the losses. Mr. Drake dis-

puted that figure, but he wouldn't
comment on any assertions made

by the state's insurance depart-
ment.

The relationship between state
fficials and Borden and its insur-

ers has been less than cordial these

past few months as both sides have
tried to settle the matter.

State insurance commissioner

John Ingram has said several times
he thinks the insurers and ad-

justers have not been as thorough
as they might have been in han-
dling claims, adding at times he
thought farmers were being
cheated out of payments. Borden

officials have said they thought the
state's conclusions and statements

to the public over the matter have
been somewhat less than accurate.

Mr. Ingram is now considering
whether or not to revoke Affiliated

FM's license to do business in the

state because of what he charged

were wrongdoings in its handling
o f claims. He promised a decision
within 30 days after hearings on the
issue were held in October, but has

so far issued no ruling.

OPIC covers

political risk
WASHINGTON-The Overseas

Private Investment Corp. (OPIC)
has provided a political risk insur-
ance package to cover a $75 million
oil exploration and development
project being undertaken in the Si-
nai peninsula by Gulf Oil Egypt
Ltd., a subsidiary of Gulf Oil Corp.

The Gulf enterprise is the third
energy project insured under
OPIC's expanded program to en-

courage exploration for new petro-
leum sources.

The three petroleum contracts is-
sued to date, including projects in
Iordan and Ghana, represent a to-
tal insured investment of $145 mil-
.ion.

OPIC is the federal agency that
provides political risk insurance to
U.S. companies investing in less
developed countries to protect the
nvestor against expropriation,
2urrency inconvertibility and

physical damage caused by war,
.·evolution or insurrection.

The company can at least expect
"some sort of disciplinary action,"
he said last week.

The alleged wrongdoings by the
insurance company, including
some claims denials that Mr. In-
gram charged were unwarranted,
spurred the insurance commis-

sioner to press Lloyd's to reopen
the settlement process this month.

Farmers who have already been
paid for losses to this year's to-
bacco crop want payments for
what they see as damage to next
year's crop caused by the remain-
ing presence of some of the con-
taminated fertilizer in the soil.

They also want reimbursement for
deductions they contend were un-

fairly made by Affiliated FM when
adjusting the losses.

Farmers of other crops may also
be eligible for payments since evi-
dence has turned up that the same
fertilizer may be responsible for
other damages besides those to the
tobacco, Mr. Ingram said.

Lloyd's has also agreed to par-
tially settle with 300 farmers dis-

puting the losses attributed to
them "to put money in their pock-
ets now" while they work out an
ultimate resolution with insurers,
Mr. Ingram said.

Farmers involved in the tobacco

controversy have praised the insur-
ance commissioner. "There would

have been 1,200 farmers bank-
rupt," if Mr. Ingram hadn't con-

ducted the investigation of the an overhaul of the state insurance

summer damage, one farmer said. laws to provide a greater regulation
The farmers are also calling for of insurers operating in the state.•

WERBEL'S ON APPROVAL - 30 DAYS

GENERAL INSURANCE GUIDE
A comprehensive loose-lee; insurance encyclopedia (revised quar-

terly) covering virtuall, all forms of Property and Casualty In-
surance. it contains more than 2,700 pages consisting of analyses

and explanations of contracts, descripticns of various risk rating

systems ard classifications, court case citations, and many policy·

writing and loss procedures. For the desk of every insurance
manager, co,sultant, ajjister, or insura,ce producer.

SPECIAL DISCOUNT for readers who submit a copy of this ad with

 prepaid order. Cost is only $36 plus AY sales tax, if applicable. C (Price includes first two Quarterly Re,isions.)
WERBEL publishing co., inc.

595 old willets path, smithtown, ny 11787
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Who brings resourcefulness, along with resources,
to excess and special risks?

The crack troop
from Baccala &

Shoop
4

t 7

UP ., 1 .
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At Baccala & Shoop, we 7 r '15:" ''

don't try to be all things to    <\ 1* r # :-4..i fi. , , : -,0 L.. 1 ': '2518$all producers. Our only business- '- ;fi 44, f , 
is total underwriting management
of excess and special risk
nsurance.

The men and women of Baccala & 1 ..ky,

Shoop have a lot to give and give 4 ,/) 
their all. They don't take pat stands . I ..r jwhen making risk decisions. To each individual , i. /. ? i

proposal, they apply ingenuity plus solid experience. A/0 1/671In fact, their resourcefulness has helped us achieve
a primary goal: to produce profits year after year .· 1

for the companies we represent. f
In casualty, we have in-house and supplemen.ary

resources to cover potential liability for nearly every kind r' 1
of third-party risk via Umbrella Liability, Gap/Buffer Layers i  .,and Excess Workers Compensation. In property, we also have the . -''
capacity to tailor coverage for your requirements in Primary 1 ),4.*2 -4 f
Quota Share, Excess of Loss, All Risks, D.I.C. and Builders Risk. ' 2, 1 5

Why settle for the ordinary in excess and special risks when you
can just as well have a masterly touch. Pick up the phone and call
in the crack troop from Baccala & Shoop.

We'll put our reputation for consistency and stab lity on the line. - -

Baccala & Shoop
Atlanta. Chicago . Columbus, Ohio . Dallas . Houston . Los Angeles . New York . Philadelphia . Phoenix . San Francisco . Seattle
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Letters column...
Continued from page 14

• Generate additional capacity.
• Provide a flexible insurance

program for the participants.
• Provide the insurance affili-

ates with outside insurance.

The two insurance programs un-
dertaken by CIRCL (the primary
casualty policy and the first-excess
casualty policy) have achieved
these goals for their participants
without any connotation of the
program becoming a "political
football."

Richard S. Thompson

President, Corporate Insurance &
Reinsurance Co. Ltd., Hamilton,
Berrnuda

New perspective
To the editor: I have read with

interest your Perspective article of
Oct. 1, by Bruce E. Dizenfeld con-

cerning the responsibility of all
parties toward premium financing.

The author has done an excellent

job in summar-zing the responsi-
tilities of the insured, agent,
financing organization and insur-
ance carrier concerning involv-
ment in a premium financ:ng plan.
In particular, his examples have in-
dicated that far too often we exer-

cise the sin of omission in our

responsibilities in determining
whether or not we have fulfilled

our requiremen:s as pro fessionals,
regardless of whomwe represent-
the insured, the independent agent
or the insuring organization.

Speaking on behalf of the insur-
ance carrier, we feel it is our re-
sponsibility only to receivethe pre-
mium from the insured through
the agent, withz,ut determination
as to where the premiums are com-
ing from. Perhaps with Mr.

Dizenfeld's excellent capsulation
of the problem, we will all benefit
from his expertise.

Nelson J. Nix

District manager, Lumbermen's
Underwriting Alliance, Indianapo-
lis, Ind.

Deep concern
To the editor: I read your edito-

rial opinions of Sept. 17, 1979,
"Give buyers more facts," with
amazement and deep concern.

You are most condescending
when you state, "We'd like to be
able to say all excess/surplus oper-
ators are honest as the day is long."

It appears because ofyour edito-
rial position you canactas God and
pass judgment discriminatorily as
you may interpret a situation.
Some serious damage has been
done with reflection upon the en-
tire excess/surplus industry.

Your editorial related to your
interpretation of the shifty and
crooked excess/surplus brokers,

yet you deemed it proper to in-
clude the reinsurance firm of Prit-
chard & Baird fiasco. By the same
token you could have encom-
passed the entire insurance indus-
try and you might have found some
problems emanating from that area
also. Does that mean that all apples
in the basket are bad?

There are over 1,000 E/S under-
writers in the country, yet by infer-
ence in mentioning five brokers
you have tarred the entire E/S pro-
grarn.

To say that I'm aghast and ap-
palled in the manner in which you
handled this situation is putting it
mildly.

Joseph Distel
Past president, American Assn. of
Managing General Agents, West
Hartford, Conn.

E/S rebuttal
To the editor: I have read your

Sept. 17 Excess & Surplus Lines
issue with a combination of inter-
est and concern.

A + That' s the rating an independent
reporting agency, the A. M. Best Company,
has consistently given to Crown Life.

This high rating is also the mark of Crown
Life's Regional Group Pension Specialists.
Specialists because our Group Pension people
sell Group Pension and Profit-Sharing Plans

and only Group Pension and Profit-
Sharing Plans.

Back up their expertise with Crown Life' s
in-house investment research department,
with a record for above avemge investment
performance; add Crown Life's full line
of funding an-angements designed to fit
almost any situation, and you can see
how our Group Pension operation earned
its reputation.

Find out the whole story for yourself.
Contact one of the Crown Life
Regional G,-oup Pension Specialists
listed below.

Bill Kendrick
Chicago (312) 325-3200

Mike Sandler

Detroit (313) 559-8800

Craig Stevens
Denver (3C3) 377-2791

Tom King
Memphis (901) 767-8985

Ray Auletta, Jr.
New Jersey (201) 376-8150

Graham Benson, Jr.
Seattle (206) 454-4624

Bob Affronti Dan Culbertson

Los Ange es (213) 843-5400 Tampa (813) 879-4510

*CROWN
LIFE INSURANCE COMPANY
HOME OFFICE, TORONTO, CANADA

I feel that some o fthe statements

therein are somewhat gratuitous
and perhaps slanted. I take strong
exception to the cartoon on the
face page with the heading "E/S
Sidewalk Sale." On behalf of my
own firm, I find this offensive, and
to make matters worse, inaccurate.
Although some of the excess and
surplus carriers, because ofthe soft
standard market, have been much

more flexible in the past year than
they were in the tight market of a
few years ago, this flexibility and
competitiveness should not be
misinterpreted by members o f the
press to involve arbitrary rate cut-
ting. Your comments in the car-
toon about "Product Liability - 34
Price" is a total distortion of the

E/S market, particularly on small
and medium-size risks.

You suggest, on your editorial
page, that state insurance depart-
ments should require simply (!!!)
that"all excess/surplus brokers file

annual statements" giving certain
certified data. I question why you
single out the E/S broker in this re-

gard. You may or may notbe aware
that your statement regarding
"commission and fee volume" may
be technically in violation of any
regulatjons and/or law in this re-
gard, in the absence of requiring
this same provision of other enti-
ties in the insurance mechanism.

Further, you presumably are not
aware that premium volume is re-
ported to insurance departments,
particularly in the New York state
insurance department, on an an-
nual basis by route of affidavits
filed each year. In addition, these
affidavits are evidence of "spe-
cialty lines written," hence your
suggestion in the latter regard is to-
tally superfluous as I see it. Until
N.Y. insurance law is modified in

this regard, which we hope to do,
"markets represented" cannot in-
clude "nonadmitted carriers."

This is technically in violation of
the insurance law; however, I have
some personal disagreement on be-
halfofmy firmasto why this provi-
sion ever appeared in the New
York insurance law. "States in
whichthe firm islicensed" is amat-

ter of public record, as well as the
names and background of the
firm's principals.

I recognize that the business of
Business Insurance is to sell the

magazine through the medium of
provocative articles; nevertheless,
I caution you that this should not
be done by gratuitous, exaggerated
and sometimes inaccurate state-
ments. Freedom of the press, to my
understanding, is a relative term
by judicial review; this freedom
should be circumscribed by re-
straint and objectivity in all in-
stances. I trust that future issues of

yourmagazine will exercise this re-
straint to some degree.

Gerard J. Nolan, CPCU,

cess & Surplus Lines Assn. Ltd.

Name wrong
To the editor: Recently two arti-

cles have come to our attention

which obviously were a mix-up be-
tween our company and Bankers
Life and Casualty Co. o f Chicago.

Our company is a mutual insur-
ance company based in Des
Moines, Iowa, and we have no rela-
tionship with the many other com-
panies which have "Bankers" in
their names. Since we were the

first ofthe Bankers companies and
our assets are somewhat like three

times more than all of the other

"Bankers" companies put to-
gether, the confusion is unfortu·
nate. Alas, it happens all the time.

My suggestion is that if you are
going to name our company, you
use precisely the same name we do
in communications, "The Bankers
Life of Des Moines."

W.J. Walsh, APR

Director of public relations, The
Bankers Life of Des Moines, Des
Moines, Iowa.
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tl<ISA sta-ndards cover arbl,raterq: DOL
WASHINGTON DC.-Corpora- sued a year earher hy the DOL, fret' and is not admmistermg fund takmg these cases in light of the ten," she noted "Arbitrators werelions may have to add pension dis- stated the arbitrator m that m- assets," she said DOL's recent ruling," Ms Everit not even mentionedpute arbitrators to those covered stance was not-a fiduciary because "Under the later ruling, if the ar- Eard "Our own position (at FMCS) is

by fiduciary hability insurance be. he 'nas not exercising any discre- bitrator is dealikig with a question, Mr Bloch so sard arbitrators thatarbitraters are defic,iely not fi-
cause of an advnscry opmion,-= tionary authority and did not ap- ofthe trust mstrument itself, then are refusmgsuch eases unless they duciarieg for a number of reasonssued by the Department of Lebor pear te be perform,ng any fidu- he ks 8 fiduciary " can get insurance You have * bage a Ue-breakesThe op,nion holds an arbitrator clary functions · as defined in "So far," Mr Bloch said, "labor
liable to the fiduciary standards E.RiSA 46An arbitrator only nas an obh-

arbitrators aren't wild about that Br,th he and Ms Eyentt said the gabon to look to the trust agree-under ERISA Although the opin- The distinction between the two sort o f liabitty matter is complicated by the fact4 ment, for guidance and not to set
ion applies to a speciffe case end is yulings appears to lie m whether "Most of them feel it is silly to that erb,trators can't get good in- guidehnes, procedures or sto,n-
not an across-the-board ruling, Ji the arbitrator iS dealing with the assume thatiesponsibilit} because surance on their own dards An impartial Jimp?re's pbr-has upset arbitrators who work collective bargainmg agreement or they are only interpreting the plan "No one will insure them," Ms Pose is to avoid paralms and to al-w) i h ERYSA j ssues

.Ft the trust Instrument itself, said to pull two parties out of a deed- Everitt said "Lloyd's of London low the admimstration of the trust
. ps go,ng to be a serious proh- Alice Everitt special assistant in lock " will, but at a high premrum lo go forward"

lem," said Richard Bloch, execu- the director's office at the rederal The ]Department of Labor has no , think that insurance compa- However, she suggested one way
tive secretary for the Natranal rfed,ation ar],4 Conciliation Ser- plans to meke an across-the-board mes are viorried about the compe- out would be for trustees to have aAcademy of Arbitrators "If some- vice ruling, a spokesinnan said. But with fence ofarbitrators to decide an is- court appoint an arbitrator duringone wants us to come w. and arbi- their fiduciary status uncertam sue under ERISA," she said, "be- a dispute
trate m a pension dispute, we are "The jpripieus rule of thumb mary arbitratcrs are refusing to cause the law is so complicated She se,d there is some feelinggoing to be very reluctant to take it with rihich we ha,te been guiding serve m ceses wherethey meyhave ERISA arbitrationis extremelydif- thatifan arbitratoris appomted, he
unless ms©,ranceor some sort of rn- arbitrators isthatifthearbitratons to deal with ERISA and pension ficult
demnification is provided " would be considered an officer of

dealing only Mth the collective plan questions "Nobody ever thovght about ar- the court aDd not subject to DOLInsurers,111 probably be v,t J j ina bargaining agreement, he is'home .

None ofthe good arbmtrators are bit=ators when ERISA was writ- act.on
to add arbitrators to corporate fidu-
clary habillty insurapce policies, 1

however explained Rot)erf Lyn- 3112 52ZS °Lrchubbaz "Why mos: Tmancial institutionsSons/Federal Insurance Co
*e haven 1 been asked yet to 1

rtirsdre«YrnEZZZI TI I choose us for Dau insuran.
exposure doesn t appear too
great "

-Ed Norrif, Executive Vice President M€*IC Ir. 4 - : (10[rporation

The Federal Insurance fiduciary
pohey already covers anyone"who
may be construed as an outside fi-
duciary,' Mr Lynyak sod, and soway already be mierpreted to 3
cover arbitrators depending on
how the DOL ruling is final]U ex-
plained

"Right now it seems thai the
DOL is only saying that arbitrators
should be held te the same stan-
dards as a fiduciary, not become fi-

1

duciaries," Mr Lynyak said "In e,-
theo esse, we can probably do it f '*
with a nmpk endorsement to our i

<

present form"

Tlte Imbol 11, r j'-,-rat opmion I
was m resgoxise to a i equest by the 
board oftrustees of'apension trust .:*02fg

Their arbrtrator dechned to serve

until his status was resolved

The departme,31 }-,eld that "by de-
cxhng a quesbon o f a partcipant's
entitlement to benefits under the

plan, (th€ arbitrator> would be act-
ing a& a fiduciary undef ;ne Ban
becawse· he would be exerotang
discretionary authority respecting, Uu. =8 Y, 6 f aL -

the management and administra- 1
tion of the plan "

t. previoils advisory opmion, is- " 1, /1 .
-

f

RIMS forms
{

nevv group . «-<19- 1 '

NEW YORK-The Risk & nsur-

ance Management Society has
& '4 - el. ry' 9..

formeda special group fornewnsk '
managers

The New Risk Managers Group I
/ 4 4 itt 1 4ts open to individuals with ir-re U

years or kos m.irect nak and msup- ...
--

ance management expenence who
presently bold a direct risk and m Specializalion Es ?he key to our success, Because
surance management position. MGIC -sd k- farrily of cop- r

MGIC Inderr- - - -oration
:i,=- have worlked withi

Membefs must be employed by a 1 MGIC Plaza, r , .,z 486, Milwaukee, W[sc 53201 |
firm belonging to RIMS for,F ' 'al 1 - ns for n , ·,-1 han 20 yeal s, we've 1 Please send me more information about 3&0/

The goa}s of the new group areto corne to - -yv your 1- -'ustry thoroughy. ECO cove,age
provide peer group interaction and One ju -M at ouir- .- forms wu I prove our po?nt 0 Send complete D&0 kit. 0 9 -1., 6 rust E&0
pnnodiation. promote professional F
education end research, recruit They're designed 151 1, ' 1,- 1 au-*ry We can do this Information

1 0 Send at ust [&0 Information onlyquabiled Individuals mfo the field - ce:' -·-vve're 1, ,,r' n ns' offers D&0 N-
o friskand insurance management. insurance exdusivel , - fh-tancial institutons. P 1 Namepromote involvement in RIMS ac-
51vities ejen offer E&0 coverage fo, trust c --- - ients.

1 Firm
The gioup Dians to conduct a Thd specralization hes made us the leaderin the field.

yearly semmarm conjunction with (And we're working hal dio stay on?- - ' 1 Address
the annual RIMS conference, pub- 4

Fush a quarterly newsletter, pubhs:i If you'dliketoleern wh- many f. , -shns{Putrons O City & .2,0*- - 7'p
"Guidelmes to Your New Risir already know, siir 3.7 rs- cte ihe. coulpon. Etlitp

Management Positon", submit re- 3
sults of research e fforts fer pubj - 1
cation·ir Risk Management maga- 1 MGIC MGIC IndemnityCorporauon
zine, sad coordinate summer in- a subsidiaryof MGIC Irr estmeni Co, porationternships for college students I.
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Dommel takes on Fuller responsibilities
James H. Dommel, 43, has been

named risk manager for the H.B.
Fuller Co. in St. Paul, Minn. He re-
places Donald R. Steffen, who was
promoted internally to a sales posi-
tion. Mr. Dommel was risk man-

ager for International Multifoods
in Minneapolis, Minn. No replace-
ment has been named for him. Mr.

Dommel has a bachelor's degree in
math and a master's in administra-

tion from the University of North-
ern Iowa. He will report to the con-
troller of Fuller's U.S. division,
Gene DeLaune.

***

Robert Graham, former insur-
ance administrator for General Dy-

namics Corp. in Quincy, Mass., has
been named risk manager for Riv-
erside County, Calif. Mr. Graham,

,42, reports to Robert Fitch, county
administrator. He has business de-
grees from Massachusetts Mari-
time Academy and Northeastern
University. No replacement has
been named for him at General Dy-
namics.

***

Edith Lichota has been named

manager of insurance and risk
management for Kennecott Cop-
per Corp., based in New York, and
its subsidiaries worldwide. Before

assuming her new position, Ms Li-
chota was assistant treasurer of in-

surance and benefits for Carborun-

dum Co., a subsidiary of Kenne-
cott. She will report to Peter
Brengel, treasurer. She has B.A.
and law degrees from Case West-
ern Reserve University in Cleve-
land.

***

The Erie, Pa., firm o f Zurn Indus-
tries Inc. has named Richard Pe-
trowski as benefits manager. Mr.

Petrowski, who will report to War-
ren Weber, vp of personnel admin-
istration, was previously benefits
consultant for Contrcl Data Corp.
in Minneapolis. He has a B.S. de-
gree in economics from the Univer-
sity of Wisconsin and a J.D. degree

from William Mitchell Law School

in St. Paul, Minn. Angie Guggen-
berger Nelson has been named
benefits consultant for Control

Data. Previously, she was director
of medical services and research at

Minnesota Medical Assn.
***

JoAnn Sullivan has been promo-
ted to corporate insurance admin-
istrator at Boehringer Ingelheim
Ltd. in Ridgefield, Conn. In this
newly created position, Ms. Sul-
livan will assume responsibility for
the financial administration ofcon-

solidated reporting of employe
benefit premiums for BIL/USA
and its subsidiaries. Her duties

THEY SHOOTTHE
TOI!GHEST
UESTONS
AJUS

And we try to field them all. In recent
years, nearly every producer has had
increased contact with the excess/surplus
lines market. As business has multiplied,
so have the problems. Fortunately, the E&S
market place has risen to the occasion.
Expanded E&S facilities have helped
answer questions and solve problems in
areas of coverage, price, capacity and
general availability.

Today there are over 250 companies and
managing agents operating in the special
risk field handling coverages in well over
280 categories. Each one of these facilities
offers something. They do not necessarily
overlap or solve the same kinds of prob-

AVRFCO

lems. So you can understand why we
spend a great deal of time answering
questions-helping producers find the right
way to successfully resolve the questions.

Experience is a great teacher. AVRECO
provides coverage for more than 100 of
"Fortune's 500" companies, the largest in-
dustrial operations in the country. We also
serve smaller commercial operations so
important to the local independent agent.

At AVRECO, we have a winner's in-
stincts in our arfa of expertise. We look
each problem straight in the eye. We are
confident we car. serve you and your
clients. Next time a tough question needs
answering-ask us.

SEND FOR YOUR COPY 
Our interesting, easy-to.read
"Fact Book" will give you a
better understanding of the
special risk field and the 1
services we offer.

PROFESSIONALS IN SPECIAL RISK MARKETING

200 West Monroe Street· Chicago, Ill 60606
312/663-1500 Telex 02-53553 ' Cable AVRECO

eventually will include assisting
the administration of other aspects
of the insurance program, espe-
cially the property and casualty
areas. Ms. Sullivan will report to
Lawrence J. Salerno, directorofin-
surance and safety. Ms. Sullivan
previously was a general accoun-
tant for the company. She expects

to receive a B.B.A. degree in ac
counting from Pace University in
Pleasantville in J une 1980.

***

Planned Parenthood Federation

of America Inc., based in New
York, has named Robert Doyle, 37,
insurance manager. Mr. Doyle, who
will report to vp of finance Bert
Gibson in his new position, was
previously insurance supervisor
for Amax Inc. in Greenwich,

Conn. He has a B.S. degree in eco-
nomics from St. Peter's College.

***

James B. Clifford has been

named manager of benefit opera-
tions for the New York-based

AmericanExpress Co. Mr. Clifford,
36, was promoted to the newly
created position after working as a
supervisor of financial reports for
the company. In his new job, he re-
ports to Margaret Gagliardi, direc-
tor of employe benefit planning
and administration. Mr. Clifford

has a B.A. degree in accounting
from St. Francis University and a
master's in finance from St. John's

University.
*1:*

Donna M. Crouch has joined
Sheller-Globe Corp. in Toledo,
Ohio, as risk analyst. She will be
responsible for administering cor-
porate insurance programs includ-
ing property, casualty and group
coverages. She attended Stautzen-
berger College of Business and the
University of Toledo. Ms. Crouch
previously worked for Questor
Corp. and the Lucas County
auditor's office.

***

Oscar A. Price was promoted to
director of corporate compensa-
tion and benefits for Sambo's Res-

taurants in Santa Barbara, Calif.
He succeeds Tom Holgate, who
left the company to join William A.
Mercer Inc., a benefits consultant.
Mr. Price has been with Sambo's

for two years as manager of com-
pensation. He reports to the vp of
personnel administration.

.

We'd like to report on staff
changes in your risk management
or emplove benefits department.
Just drop a note to Mary Ann
Matlock, Business Insurance, 708
Third Ave.,N.Y.,N.Y., 10017 or call
212-986-5000. We'd also like to re-

ceive pictures of the people in-
uotued.

Deductible credit

plan introduced
CHICAGO--CNA Insurance has

introduced a new money-saving
plan for architects and engineers
professional liability insurance.

Under the "deductible credit

plan," policyholders will be able to
save money for the time of the
claim. The policyholder may apply
the credit to lower the deductible
on the claim as much as 50% or

lower the premium by purchasing
a higher deductible amount.

To be eligible, the policyholder
must have earned a current loss
credit of atleast 10% and have been

in CNA's program for at least one
year. The amount o f the deductible
credit will vary from 10% to 50%, up
to a $25,000 maximum. •



How to say"Merry Christmas"
to your associates, employes
or your most valued clients
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4

This year, wrap up yourtoughest business gift prob-
lems with an idea that's easy for you, profitable for
the recipient.

Cut shopping time to a few minutes by cutting out
the coupon below. Use it to start sending Business
Insurance and its exclusive information and news to

your associates, employes or your most valued
clients.

Your Gift Starts

With The Noteable

R-- 1,4*#%41-

The Noteable is the distinctive smoked

lucite notepaper dispenser. Its unique
vibrating system ejects a single sheet at a
light touch. Initial notepaper supply is in-
cluded.

\5>

25- 2>

\tx

We'll take care of all the details-including sending
a gift card in your name. (We'll aso include the val-
uable bonus described below to everybody on your
list.) Yet your total cost for this easy way out of the
Christmas rush is just $20 per person for 52 weekly
issues, beginning in january, 1980. Now send the
weekly Business Insurance to everyone on your list.

/

,< business 1Ul'R<1 740 Rush Street/Chicago, Illinois 60611
Your Name

Company

Address

City 5tatp Zip

0 Please send a one-year (52 issues) gift subscription to BUSINESS INSURANCE at $20 a year, the
Noteable notepaper dispenser and a hand-signed gift card to the following:

Name

Company

Addrp..

Title

Nature of

Business

City Omp 74

IF YOU WISH TO ADD MORE NAMES, PLEASE ATTACH A SEPARATE SHEET.

0 Enclosed is a $ check for gift subscriptions

D BIN me O Bill my company ($20 per gift subscription)
\ Europe & Middle East, add $12 per year, per subscription (jet-speeded delivery). All other foreign, add $5 per year, per
\ subscription (surface delivery). X99
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Mexico and U.S. investigate iet crash
Continued from page 1
commonly used in Mexico City
and other airports during bad
weather.

It's speculated that using the in-
strument landing system and ap-
proach lights of runway 23-Left-
closed for repairs-the ill-fated
crew failed to complete the maneu-
ver by switching at the last mo-
ment over to the parallel runway
23-Right, where they were as-
signed to land.

Sheddingdoubtonthatscenario,
however, was an unconfirmed re-

port by Ramon Alvarez, chief ofair
traffic controllers for the Federal
Aviation Administration's South-

west region.
In Mexico City to investigate the

crash, Mr. Alvarez reportedly told
UPI the only lights shining when
Flight 2605 approached were those

on the correct runway. The ap-
proach lights on 23-Left were shut
off, he said.

"The important thing is that he
(the pilot) never should have come
down until he saw the runway

lights," Mr. Alvarez reportedly
said, suggesting the crew did not
have the runway clearly in view be-
fore attempting to land.

Spokesmen at both the FAA and
the National Transportation Safety
Board stressed that Mr. Alvarez's

opinion is his own and does not re-
fleet the conclusions of either

agency.

A public affairs officer in the
IAA's Forth Worth office also said

Mr. Alvarez had been misquoted.
The investigator was unavailable
for comment when Business Insur-

ance tried to confirm his analysis of
the crash.

Total dollar liability from the

tragedy will be significantly less
than in two recent U.S. air disasters

involving an American Airlines
DC 10 in Chicago and a Pacific
Southwest Airlines jet in San
Diego, legal and insurance experts
say. Those flights were nearly full
and carried a large proportion of
young businessmen.

ATLANTA GA

(404) 233-5499

CHICAGO

(312) 263-5941

Worldwide treaty
Western's flight from Los

Angeles to Mexico City carried
only 87 persons, including 11 crew
members. Called the "Night Owl,"
the discount flight typically carried
many Mexican citizens returning
home after a U.S. visit.

The passenger manifesto lists 36
Mexicans, 19 Americans, seven
others and 12 ofunknown national-

/l- Confederation Li e
-,-4-- INSURANCE COMPANY

Where Group Life & Health Benefits
are constantly under review tc make

certain they meet the needs of your clients

YEARS

EXPERIENCE

IN THE

LIFE

INSURANCE

INDUSTRY

SPECIALIZING IN SINGLE EMPLOYER GROUPS OF OVER 50 LIVES

BOSTON

(617) 423-0330

LOS ANGELES

(213) 380-5800

PHILADELPHIA

4215) 564-2667

SAN FRANCISCO

(415) 781-25'5

DETROIT

(313) 872-5583

SANTURCE P R

(809) 725-3715

"...and I've just
purchased a zeppelin."

1
"Charming, old chap.

But can your man%11'01 1 *ff :-, / insure it?"
./.-
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Rhulen. We place the unplaceable. Special Risks. Excess &
Surplus Lines Brokers • Admitted & Non-admitted Carriers
Fast, reliable quotes • Immediate bindin • Specialty insurance
for your out-of-the-ordinary clients ana hard-to-insure items.

r 1, .'  £80

®u/en@
Agency Inc

RHULEN SPECIAL RISKS, INC., EXCESS & SURPLUS LINES, Ed Bartholomew, CPCU, Manager. 2 Penn
Plaza, New York. N.Y. 10001 (212) 924-1950 • TWX 510-240-8385 • Rhcilen Building, 217 Broadway,
Monticello, N.Y. 12701 (914) 794-8000 • CALL TOLL FREE ANYWHERE IN THE U.S. (800) 431-2760

ity. Two remaining passengers
were unaccounted for.

Western Air Lines is expected to
invoke the Montreal Agreement to
the Warsaw Convention, a world-
wide treaty that limits liability to
$75,000 per passenger on interna-
tional flights. This protection, how-
ever, does not extend to other enti-

ties, including airport authorities
and aircraft manufacturers.

In instances of proven "willful
misconduct," these limits may be
overturned, attorneys point out.
The legality of such limits has also
been questioned in at least one
U.S. court. In a 1967 case, Burdell
vs. Canadian Pacific Airways, a
Cook County (Ill.) circuit court
judge declared the Warsaw Con-
vention unconstitutional, reports
John Kennelly, a noted aviation lit-
igation specialist in Chicago.

Higher settlements

Hurtado vs. Superior Court also
established five years ago that
Mexican citizens have a cause of

action against U.S. citizens in
American courts in cases of con-

duet that wrongfully takes life,
points out Elizabeth Walker, an at-
torney with the San Francisco firm
of Gerald C. Sterns.

Even without such litigation,
however, attorneys for insurance
companies say survivors' families
may collect more than the $75,000
allowed by treaty. After the
Tenerife collision oftwo jumbojets
in the Canary Islands, for instance,
underwriters for the airlines

cooperated and some settlements
exceeded the limits of the Warsaw

Convention, says Los Angeles at-
torney Paul Engstrom. Amounts
also went higher afterthe crash ofa
Turkish Airlines DC10 near Paris,
Mr. Engstrom says.

The first lawsuit stemming from
the crash was filed Nov. 1 in Los

Angeles federal court Mrs.

Genoveva Diaz of Los Angeles is
seeking $1 million in damages for
the wrongful death of her 18-year-
old daughter, Martha Montana.

Commercial activity

Attorney James H. Davis, repre-
senting Mrs. Diaz, may proceed
against Mexican authorities on the
basis of a federal statute enacted in

1976, says Robert Wooten, an attor-
ney in the law offices of James H.
Davis. The Sovereign Immunity
Act permits an American citizen to
sue another nation's government if
''the foreign sovereign is engaged
in a commercial as opposed to sov-
ereign activity," Mr. Wooten says.

Running an airport, Mr. Wooten

affirms, is definitely a commercial
activity. If a U.S. court rules in fa-
vor of the plaintiff, it can order a
writ of execution levied against the
assets of a foreign power.

Mr. Davis recently invoked this
legal rule in an unsuccessful effort
to enjoin OPEC from future price-
fixing. He failed to establish juris-
diction in the U.S. courts.

The International Federation of

Airline Pilots Assn. rates the

Benito Juarez airport with a "red
star" because it lacks a runway vis-
ual range system-a device similar
to an electronic eye that enables air
traffic controllers to measure visi-

bility at the beginning of the run-
way.

The federation's most critical rat-

ing is a "black star," meaning the
airport is critically deficient. A
"red star" is the next most serious

and an "orange star" the least criti-
cal.

There are 250 airports around the
world with a red star rating in addi-
tion to Mexico City. In the United
States, only Los Angeles Interna-
tional Airport carries a black
star. I

Cessna settles lawsuit

for nearly $5.6 million
By JOHN MAES

CHICAGO-Cessna Aircraft

Corp. has paid close to $5.6 million
to the surviving families ofthe vic-
tims of a 1977 crash of a Cessna air-

plane in a settlement believed to be
the largest ever paid in a product
liability suit by a general aviation
firm.

The payments were made out of
court to the families of executives

of a Mobile, Ala., freight company
who were killed in the in-flight
breakup and crash of a Cessna
Conquest near Greensboro, Ala.,
on Nov. 15, 1977.

Cessna's major product liability
insurer is Associated Aviation Un-

derwriters with excess insurance

underwritten by Lloyd's of Lon-
don.

Killed in the crash were the

president of Mercury Freight
Lines, his wife, the company's vp,
auditor, the corporate pilot and a
Cessna dealer, all passengers
aboard the ill-fated plane. Also
killed was the Cessna pilot at the
controls.

The cause of the breakup was
tied to faulty design of the tail, said
Broox Holmes, attorney for the

plaintiffs. The trimtab actuator
maneuvering device on the left
side of the plane began causing vi-
brations, which in turn caused the
tail to flutter and break from the

twin-engine turbo prop while it
cruised at 18,000 feet, Mr. Holmes
said.

The victims were on a demon-

stration flight of the plane, which
the company was considering to
buy, Mr. Holmes said.

In the subsequent lawsuit, Mr.

Holmes said, the plaintiffs con-
tended the accident was because of

the faulty design of the trimtab ac-
tuator. The suit, filed under the
Alabama extended manufacturer's

liability doctrine, was settled out of
court on the second day of trial.

The accident led to the ground-
ing o fall Cessna Conquests for sev-
eral months. The system was re-
designed, and the plane's air-
worthiness was reinstated by the
Federal Aviation Administration.

But last May, there was another
incident involving failure ofthe ac-
tuator system and the plane was
grounded again. Only a few of the
aircraft have been re-certified for

airworthiness.

In 1977, Cessna paid a $900,000
award to the family of a San Fran-
cisco man killed in the crash of a

Cessna. The jury in Reno, Nev.,
found the company negligent in
not providing proper restraint sys-
tems such as seat belts or shoulder

harnesses. I

Data processing
policy offered

LOS ANGELES-The Allianz

Insurance Co. is offering a new all-
risk package policy that covers

ment, data, media, extra expense
and business interruption.

New equipment is covered up to
$250,000 for 90 days after acquisi-
tion; equipment moved to a new
location is covered for 90 days and
up to $250,000 per location, and du-
plicate and backup data and media
stored at a separate location are
also covered up to $25,000 with
higher limits available.

The new policy is designed for
heavy users of EDP equipment
such as banks, insurers and manu-
facturers. •
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CONFERENCE

December 3=5,1979
Ritz Carlton Hotel • Chicago

How to create effective
Employe benefits are designed to
meet real human needs. So to get
your employes to respond pos-
itively to your benefit communi-
cations, you have to appeal to the
human being within each one. By
addressing the emotional and
human factors that make your
employe benefit program more
meaningful, you can communicate
more effectively.

This calls for the kind of creativity
that's on target with the human
needs that are dealt with by your
benefit program.

That's what this Conference is all

about-introducing you to the cre-
ative opportunities available in
benefit communications.

Because creativity-utilized prop-
erly in the messages and media-
can help make your benefit com-
munications program far more
successful than you-ever thought
possible.

And to make this Conference as

meaningfultoyouaspossible, we've
assembled a unique, high-caliber
faculty consisting of professional
communicators, benefits managers,
suppliers and outside consultants.
These experts show you how your

benefit communications
benefit communications program
can be far more effective.

• You learn the secret of creating
messages that appeal to employes.
• You view and analyze dramatic
visuals.

• You see and review outstanding
entries from Business Insurance's
renowned annual Employe Benefit
Communications Award Compe-
tition.

• You see how the creative process
works...and how it can work foryou.
• You examinecreativeapproaches
and evaluate their effectiveness.

• And you discuss important man-
agement issues.

As a Conference participant, you're
immersed in a total learning envi-
ronment. You return to your job
armed with ideas, ready to tackle
your toughest benefit communica-
tions problems.

Space at this third annual Con-
ference is limited. Please read the
following program carefully. Then
send your registration in as soon
aspossibletoavoiddisappointment.
(all registrations are accepted on a
first-come, first-served basis only).
To register, fill out the coupon
below or phone (312) 649-5242
collect.

Conference Data:

Conference fee is $310; a 10% discount applies to this rate for additional registrants from the
same company who register at the same time. If your plans change, you can substitutethe name
of another individual without penalty prior to the Conference. Or, you can receive a full refund
if you cancel by November 19, 1979. (For cancellations received after November 19, there is
a $60 service charge.)

Registration fee includes admission to all Conference sessions and functions, complete
resource materials including a workbook, planned luncheons and reception.

Hotel accommodations and travel arrangements are not included and must be made separately.
Registrants automatically receive hotel reservation forms with their Conference confirmations.

To Register, Mail Coupon Or Phone (312) 649·5242 Collect-TODAY!

PROGRAM

MONDAY, December 3

8:15 am: Registration. Enjoycoffee,
rolls and our display of print materials
from the 1979 Business Insurance
Employe Benefit Communications
Awards Competition.
9:00 am: Creative Benefit Communi-
cations-An Overview. Exciting audio-
visual presentation by Peter Iversen,
President & Chief Executive Officer,
Iversen Associates, and John Kerney,
Jr., President, Emcom Group Inc.
9:15 am: Creative Benefit Communi-

cations-A Marketing Approach. Keith
L. Reinhard, Executive Vice President,
Director of Creative Services, Need-
ham, Harper & Steers Advertising, inc.,
talks about communicating with
employes as benefits "customers."
10:45 am: Concurrent Sessions. Attend
the one of your choice to discuss
specific challenges in depth.
• Packaging Your Communications-
Media And Their Uses. Judith A. Karam,
President, Karam & Versch.
• How To Avoid Litigation Arising From
Language. Robert W Ridley, Partner,
Forster, Gemmill & Farmer.
• The Potential For Generic Communi-
cations. John Kerney, Jr. and Robert J.
Ellis, Communications Consultant,
Eastern Division, William M. Mercer Inc.

12:45 pm: Luncheon/Program Screen-
ing. View audio-visual entries to 81's
Awards Competition as lunch concludes.

2:00 pm: Daring To Say It Right And
Daring NOT To Say It At All. Audrey
Zale Cramer, Staff Assistant, Office of
Program Operations, and Sarah W

Casseday, Public Information Special-
ist, Pension Benefit Guaranty Corp.,
discuss· the language of benefit
communications.

3:15 pm: Concurrent Sessions. Repeat
of morning sessions; attend the one
of your choice.

5:15 pm: Reception.

TUESDAY, December 4

8:15 am: Coffee, rolls and review Bl
competition entries materials.

9:00 am: How To Make A Successful
Benefits Presentation. John A.

Connellan, President, The Executive
Technique, tells how to utilize personal
presentations as "selling" opportunities.
12:00 noon: Luncheon/Program
Screening. View additional audio-visual
program entries.

1:30 pm: The Mechanics Of Putting
Your Program Together. Three con-
secutive general sessions on specific
areas of program implementation.
• Tailoring The Program To Your Com-
pany. Philip Murphy and William S.
Miller, Employe Communications
Specialists, Emcom Group Inc.
• Developing The Graphic Approach/
Working With Suppliers. Peter Iversen.
• Developing A 5-Year Communica-
tions Program. Curtis L. Snodgrass,
Vice President, Principal, Towers, Per-
rin, Forster & Crosby.
4:30 pm: Discussion & Questions.
WEDNESDAY, December 5

9:00 am: You Be The Judge. Herbert
Zeltner, Group Vice President, Crain
Communications Inc., evaluates com-
munications programs along with a
panel of registrants and speakers.
12:00 noon: Adjournment.

Please enroll me and my associates in the Business

YES!
Enclosed is a check for $ Il Bill me

Insurance Employe Benefit Communications
Conference.

( Make check payable to: Crain Educational Division. Mail with coupon today to: Crain
Educational Division, 740 Rush St. Chicago, IL 60611)

Full

Name

Compa y
Name

B si ess

Add ess

it e

City

Phone

First

(Area Code)

Additional Registrants From The Same Company:

Name

Narn.

Middle Initial

Sae

Title

Till p

Last

Zip
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INSURANCE Group Sales COMMERCIAL

classified advertising POSITIONS
LINES

Opportunity PRODUCERS

Risk Mgr $4045X Sunbelt-Southwest Rapidly grow- "Large Denver. Colorado agency
Risk Consltnt, Ni CPCU $32K ing benehts consulting firm has has opening for three commercial

RATES AND CLOSING TIME $3 50 per hne, minimum charge $1750 Cash Risk Analyst, NYC, 5 yrs prop- opening for aggressive person with lines producers, $20,000 plus to

cas corporate expe· $25< start, sales experience required
with order Figure all cap hnes (maximum-two)30 letters and spaces per 2 or more years group sales experl-

Insurance Analyst, Conn . . $23K
Also equity and business produced,

line, upper and lower case 40 per line Add two lines for box number ence Send complete resume in plus other fringes Will consider

Benefits Admin, NYC . $22K complete confidence to opening branch offices in Colorado

Replies are forwarded datly. Clostng deadhne Copy zn written form in ERISA Admin, Fortune 300 $181 and/or personal lines producers
Box 278, BUSINESS INSURANCE depending on person Call (303)

Chicago office not Zaterthan noon, Fridat/,10 days precedzng publication B. STEWART/L. NOBLE 740 Rush St, Chicago, Ill 60611 778 0100 for further details "

date Pubhshed everv other Mondav Displav classlfed takes card rate Of 212-964-3640

$41 00 per column inch, and card discounts on size and frequency Mail KLING ASSOCIATES
ads to Business Insurance, classified advertising dept, 740 N Rush St., 180 BROADWAY

Ch;cago, Illinots 60611 Call (312) 649-5239 for more Information NEW YORK, NY 10038 ..

HELP WANTED
r professional Risk Management Tools 7
| Automated information systems forcontrolling CAREERS

CLAIMS MANAGER and administering cost of risk RISK RISK &
Claims Manager need by large regional 1
agri bustness corporation located m Vir-
ginia Responsible for complete claims >cnragrate< MANAGER

EMPLOYEE BENEFITS BROKERAGE

function in domestic captive writing work· RISK CONTROL MANAGER SALES MANAGER $45K+ +
mans compensation and physical damage. 1
coordinating, Investigating and evaluating I systems As the title of this position indi Excellent opportunity for proven

Pacesetter cates this iS a very progressive firm agency/brokerage sales executive to
ploduct and related claims, and prepara- 1 Thus client has combined the func- manage total facilities of well estab
tion and submission of claims on behalf Financial tions of property insurance manage lished client Must have had solid
of insured emplo>er Supervisory expert- b-.M .,8, I.nit,O 4¥*579,20 8008.m, ment and loss presention into one success in the production of medium
ence in propert> and casualty required i PROFESSIONAL Corporation challenging ass,inment Desired back to large commercial accounts and
aelnadri res'immemrsaary'VWLiNZrninC SERVICE FOR

ground should include an engineer should have, at least, heavy super-
Excellent opportunity m Granc

Bor 285, BUSINESS INSURANCE, 740 RUsh
ing degree Salary to $30,000+ visory experience Responsible for

Rapids with Pacesetter Financia hiring, training, budgeting and totalSt , Chicago, 111 60611 1 RISK MANAGEMENT Corporation. a growing $828 millior INSURANCE MANAGER administration of their Southeastern
SPECIAL RISK UNDERWRITER EXECUTIVES multi-bank holding company Re in this opportunity you will be in facilities Above average starting

Rapidl> grop ing insurance brokerage 10 sponsible for the entire risk man day today management of a risk pro salary PLUS car, expenses and
cited on East Coast seeks special risk Many Outstanding agement program which Includes gram that covers 14 separate divt BONUS arrangement
underwriter with 5 + years in casualty Candidates & Positions for: the Identification of exposure. the stons You will both organize the
field E,perience in difficult lines highly valuation, control and financing 01
desirable, and must be capable of devel.

programs and negotiate with the
RISK MANAGERS risks, coordination of the security

oping independent rate structures Will
brokers and underwriters This pos,

on large commercial accounts Salary nego
analyze. underwrite, negotiate, and quote and ASSISTANT procedures and overall administra tion will lead to Director of Risk INDIANA BROKERAGE $3OK/$4OK

SAFETY MANAGERS
tion of the program Experience In Management within 24 months Salary Well known and established client is

liable based on erpertence Send resume
this field is a must in addition to a to $27,000 seeking to "beef up" their Indiana

and ASSISTANTS
to P O Box 9907, Washington, DC 20015 four year degree Banking erper operations by adding three, key ac

EMPLOYEE BENEFITS ence would be helpful also Other WORKERS COMPENSATION count executives These additions are

MANAGERS responsibilities include the coordina- a result of expansion and promotion
GROUP tion of a consolidated employee

MANAGER as there exists excellent vertical
and ASSISTANTS

UNDERWRITER
benefit program Excellent employee This Mid Western client has a large growth potential here Must have

CORPORATE CAREER ENTRY benefits supplement a salary com- and spread out labor force In this good agency or brokerage experience

Chicago consulting firm seeks a group CAPTIVE TECHNICIANS mensurate with your qualifications opportunity you will manage all the In the areas of placement of medium

underwriter with 35 years experience self insured, fronting and insured
RESUME CONSULTATION If you are interested in a challenge commercial risk servic,ng of same

arrangements as well managing allwith a leading carrier Position will de and looking for opportunity for ad- size accounts and a third opening

velop by addition of account executive Call, COLLECT: vancement, please reply confiden- claims Salary to $20,0004- for proven producer
responsibilities and attractive salary for tially with a resume and salary
mu,a which r.cognizes ability Firm is ex Martin Hodes, ARM Contact· Donald Delaney Contact: Jim Gilbert

history to
panding due to success m self insurance Walter Scanneli ALL FEES EMPLOYER PAID PARTIAL NATIONAL LISTINGS

Box 275, BUSINESS INSURANCE
Russell R Kempker, Jr.

740 Rush St , Chicago, 1.1 60611 L (212) 267-2600 Secretary-Treasurer

WALL PERSONNEL Pacesetter Financial Corporation
ASSOCIATES, INC. 660 Cascade West Parkway

RISK
Grand Rapids, MI 49506

170 Broadway "AN EQUAL OPPORTUNITY EMPLOYER"

MANAGER New York, N Y 10038 RISK
To perform risk management function ACCOUNT EXECUTIVE
for large, non profit corporation Full COMMERCIAL LINES SALES MANAGEMENT
responsibility for planning, developing, New England office of national insurance agency brokerage firm located

in the Boston area has opening for qualified individual to develop newand managing corporate insurance commercial accounts This ts a prospecting and selling position You PROPERTYICASUALTY
plan and employee insurance benefits are not assigned a book of accounts to service Applicant should have
Degree in Business or Public Admini- 3 5 years of experience in sales of property/casualty lines to medium
stration desired plus CLU, CPCU or and large accounts $50,000 to $250,000 + annual premium range per

account) Applicant should be thoroughly familiar in the risk manage
ADMINISTRATION

other risk management designation ment techniques required by business and industrial accounts Applicant
and experience m loss control re must have or obtain Massachusetts License for all lines Full back-up J. Ray McDermott & Co., Inc. a leading energy company lo-
quired Excellent benefits Reply· and support staff :s provided by an assigned account assistant for all cated in New Orleans, LA, has an opening for an experienced

of your marketing and servicing needs, in addition to a separate major
Box 273, BUSINESS INSURANCE account marketing department Position provides base salary, double bonus professional on its Corporate Staff The position reports to
740 Rush St., Chicago, Ill 60611 incentive plan, cpmpany car, expenses, liberal employee benefits program the Corporate Risk Manager and is an excellent opportunity

E E O M/F This ts a career position offering an unusual and unlimited earnings for an individual experienced m large scale Property and
package You actually determine your own earnings Our employees know Casualty Programs.
of this advertisement Please sand your resume and salary history tri
strictest confidence to Responsibilities will include supervision of claims, self insur-

ASSISTANT Box 5805, BUSINESS INSURANCE
740 Rush St., Chicago, Ill. 60611 ance, risk analysis, Property and Casualty Policy Administration

INSURANCE

MANAGER
Requirements include a college degree, preferable In Business
Administration a Commercial Property/Casualty insurance

1 Houston based NYSE com- Occupational Safety and Health background, with a minimum of 5 years experience preferable
pany is searching for an as- in a Risk Management environment.
sistant insurance manager Management Coordinator Interested candidates should send a resume including salaryfor its corporate office. The
requirements include a BS history in confidence to:

Russel H Kirkof College of the Grand Valley State Colleges is seeking
degree m business with a a coordinator of its bachelors degree program in Occupational Safety and GARIN DANNER

minimum 5 years strong Health The program has grown significantly in its first three years and

experience in casualty and
has substantial potential J. Ray McDermott & Co., Inc.Requirements are Master's degree in occupational safety and health or A

property insurance A Work- industrial hygiene, doctorate preferred; experience with developing and P.O. Box 60035

ing knowledge of group life, coordinating a college curriculum In safety and health; successful teaching New Orleans, Louisiana 70160
disability, medical insurance experience, and experience tri industry preferred

Duties are coordinate program development, scheduling, advising, faculty An Equal Opportunity Employer M/F/H
and other employee benefit development and student recruitment; plus teaching duties as scheduled

programs would be a plus Rank and salary are negotiable The beginning date is negotiable but prefer

Attractive starting salary and January, 1980

excellent benefits are offered Send a letter of application, resume and three letters of reference to

If interested send experience
Reid A Holland, Assistant Dean, Kirkhof College, Grand Valley State
Colleges, Allendale, MI 49401 (616) 895 6611

background and salary his-
tory to:

- - Transamerlaa
INSURANCE MANAGER

P.O. BOX 6554

HOUSTON, TEXAS 77005 CLAIMS MANAGER
RISK Transamenca Corporation has an immediate opening in Its Risk

Management Department for a CLAIMS MANAGER. The position in-

You'd be Surprised MANAGER volves the investigation, adjustment and administration of property
and casualty losses including product liability.

Who I Found. Here is a unique opportunity for a protess/onal administrator to
NYSE listed corporation seeks a qualified professional to assume manage a corporate Risk Management claims program, negotiate set-

And for Whom. responsibilities of Risk Manager at its Chicago headquarters location tlements with insurance carriers and act as an "In-house adjuster
with our subsidiaries A person having 5 years of administrative

The qualified individual will be degreed and have at least 4 to 5 expertise with an Insurance company will be ideally prepared to
Call - Alan M. Dumoff years experience as a Risk Manager with a medium sized company, take charge of this activity.

Dir. of Insurance Recru:.ing. or as an Assistant Risk Manager of a large industrial concern
Equivalent experience will also be considered The successful candidate will have college education, preferably in

Business Administration, Insurance or Risk Management and will be
DUMOFF Selected individual will have complete risk management responsibi- resourceful, pleasantly assertive and capable of communicating with

lities for our growing, capital intensive company, with multi state all levels of management.
ASSOCIATES manufacturing facilities

Transamerica Corporation offers a competitive benefits and com-"Underwriting We offer an excellent compensation and benefits program, com pensation package.
Recruitment Specialists" mensurate with your background and qualifications For confidential

Please send your credentials in confidence to:
225 S. 15th St /Suite 3200

consideration, submit resume with salary history to

Phila, Pa. 19102 Box 250, BUSINESS INSURANCE Transamerica Corporation

1-215-546-9030 - in Penna. 740 Rush St. Chicago, 111 60611 Personnel Manager
600 Montgomery Street

1-800-523-9267/68 - Nationally An Equal Opportunity Employer M/F/H
San Francisco, CA 94111

Resumes Welcomed "An Equal Opportunity Employer M/F'



Ullman seeks benefit tax
Continued from page 1
man believes.

"As cost-sharing becomes wider
spread, the selection of costlier
benefits will certainly be deter-
mined by economy, rather than
popularity," Rep. Ullman con-
tends. When employes pay a
greater share of health care costs,
:hey use.the health care delivery
system more carefully, deflating
:he demand for services, he adds.

Hospital groups endorse the pro-
)osal as a means of curbing de-
nand for health care services,
vhich they believe is the real cul-
)rit in the continuing escalation of
J.S. hospital and medical care
:osts.

"We are positive about the idea.
['he concept has real merit," says
\dichael Bromberg, executive di-
·ector ofthe highly influential Fed-
aration of American Hospitals.
'The measure is a way of putting
;ome restraints in consumer de-
nands for health services without

:utting benefits."

Effect on NHI

"The measure will add competi-
ion by requiring consumers to

look at price," observes John
Horty, attorney for the Council of
Community Hospitals, a Pitts-
burgh-based trade group.

Since the measure has just been
introduced, it is too soon to tell
how Congress will react. But some
business lobbyists believe the Sen-
ate and House may look at the plan
more favorably than a huge na-
tional health insurance plan.

"There could be a feeling among
conservatives and moderate mem-

bers in Congress that this (estab-
lishing benefit limitations through
the tax code) is the way to go to
avoid national health insurance,"
says Jan Ozga, associate director of
health care for the U.S. Chamber of

Commerce.

But Steven Schanes, president of
consultants Schanes Associates i,F.·

San Diego, disagrees. Considering .
the current fight over national
health insurance, he says, it's in-
conceivable legislation that would
inflict monetary penalties on em-
ployes with health plans would be
passed.

Consultant Kenneth Keene, a se-
nior vp at Johnson & Higgins, be-
lieves the Ullman bill has a "zero
chance of passage. It's too

radical...I can't see Congress
supporting legislation that would
impose taxes on a benefit that goes
to millions of voters," he says.

Mr. Keene also wonders if higher
co-payments will reduce demand
forhealth services. "When you are
dealing with an individual's health,
money is no object."

Administrative problems
Mgj or employer groups such as

the chamber of Commerce and the
N*tional Assn. of Manufacturers
say they are studying the Ullman
bill and hope to·come up with posi-
tions soon.. The chamber's Mr.
Ozga says the feedback he is get-
ting from members is that the. pro-
posalin theory may be a"heck ofa
good idea," but in practice employ-
ers could, be hit with. administra-

tive probler*s associated with
maintaining two benefit programs.

Theresa Stuchiner, a partner
with Kwasha Lipton, the Engle-
wood Cliffs, N.J., consulting firm,
also believes the proposal could
impose administrative problems
on employers and wonders if tam-
pering with the tax code is the right
vehicle to control health costs. •

RIMS adds 3 new chapters,
expands international services
NEW YORK-The Risk & Insur-

nce Management Society contin-
ted to grow in 1978-79, adding
hapters in Northern Alberta, Iowa
nd North Florida to bring its
nembership to 3,072, according to
he RIMS 1979 annual report.
RIMS' influence on the interna-

ional scene has been growing as
tell. The society developed a risk
ianagementseminar for the Paris-
ased International Chamber of
'ommerce's triannual World Con-
ress in October 1978, and another-
; in the works for Nov. 15-16 in
'aris.

Five RIMS members as well as
isurance industry representatives
re serving on a committee on in-
irance problems sponsored by
ie U.S. Council of the ICC. The
anel aims to ease restrictive na-

onal policies.
Back in the U.S., RIMS has main-

iined its liaison with business and
idustry groups. Members con-

I.J. self-insured

or liability
TRENTON-The state of New

arsey is self-insured for liability in
te deaths of four elderly patients
 the Marlboro, N.J., Psychiatric
ospital who apparently died of
)od poisoning last week, said
obert Hunt, special assistant for
isurance and loss prevention for
ew Jersey.
In addition to the deaths, 131

ther patients and workers became
at the facility after eating a meal
roast chicken and gravy served
noon on Oct. 28.

Autopsies performed on two of
e victims failed to determine the

uses of death, although the re-
ilts were consistent with food
nsoning. .

classified

advertising
GOLDEN WEST

ADJUSTING SERVICE
ierving Insurance Companies & Self-
nsures... Casualty Specialist

11478 Moorpark Street
Studio City, (los Angeles) Ca. 91602

213-985-9178

tinue to participate on an Insur-
ance Services Office committee to

revise the comprehensive general
liability policy. RIMS has contin-
ued its insurance market liaiaon
meetings with IRI, Sentry, Protec-
tion Mutual, Connecticut General
and Philadelphia Manufacturers
Mutual, as well as the first such ses-
sion with a broker-Johnson &

Higgins.

In addition, RIMS has agreed to
perform administrative services
for the · Captive Insurance C6s.
Assn., which include maintaining
its membership list and assisting
CICA members in planning meet-
ings.

The annual RIMS conference,

"Innovation," drew a record num-
ber of delegates-2,850.

Risk Studies Foundation Inc., a
not-for-profit division of RIMS de-
voted,to research in risk ana insur-

ance management, awarded a
grant to the Northern California
chapter of RIMS and the Society of
CPCU for a joint study of captives
that will measure how effectively
captives have met their objectives.
Results are expected later this

year. RIMS contributed $13,500
and $15,000 to the Risk Studies
Foundation in 1979 and 1978, re-
spectively.

The RIMS balance sheet shows

bothrevenuesandexpensesonthe
increase, with total revenues of
$1.73 million, compared with $1.47

million in 1978, and e¥penses of
$1.7 million, compared with $1.36
million.

Membership dues brought in
$295,032 in 1979, compared with
$263,045 the previous year. Publi-
cations brought in $403,111, com-
pared with $291,295 in 1978, and
the conference received $940,313,
an increase from $831,498.

RISK MANAGEMENT POSITIONS
R.M. Pacific Northwest Property (Nu-

clear + Cas. ................32M
R.M. NYC. Large Industrial Co....35M
R.M. Self Ins. Mgr. Midwest firm needs

expd. person in WC + Cas. Familiar
with Cash Flow Claims and State tns.
regulations. Prefer deg. + MBA/LLB

40-6OM
As:'t RM's Prop. Cas. exp. Bkge or

Und. O.K. N.J. 24M NYC 20-2SM,
CONN. 22M, Midwest .......25-30M

R.M. Prop. Exp. Pittsburg ...... 3OM
JOHN HUTTNER (212) 7324110

david j. hollinger associates, inc.
150 Broadway, New York, NY 10038

On the expense side, general and
administrative costs declined to
$202,253 from $203,500 in 1978. and
executive referral costs rose to
$26,957 from $19,952. Conference
expenses increased 36.5%, which
the report attributes to increased
attendance and the new evening
event. Risk Management magazine
expenses rose 25.9%; government
and industry relations increased
1%; memberships increased 84%
and education and schools in-
creased 2.2%. •

When it's worth knowing, it's worth knowing IAC.

Industrial Appraisal Company
222 Boulevard of the·Allies

Pittsburgh, PA 15222
(412) 471-2566

9 Offices nationwide in major cities

RFC

< K . INTERMEDIARIES
/A' INC

All lines of treaty reinsurance
worldwide. And offering
specialized facultative
se,vices through 14 offices
in the U. 5.

Home office: Los Angeles

Atlanta

Dollos

Konsos City
New York

Chicogo
Hartford

Los Angeles
Porsippony
Philadelphia

Columbus

Houston

Newport Beach
Son Roncisco
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gram by the pharmacist for reim-

Unions demand prescription drug plans bursement

• An employe fills out a reim-
bursement form after he has pur-

Continued from page 1 spokesman said average family can expect to run fill a prescription is estimated at chased his prescription for a return
Airways, Proctor & Gamble and Although the amount of out.of- up a pharmacy bill of perhaps $5 $2 60 by the Pharmaceutical Manu- ofabout 75% ofhis cost Some sup-
the auto manufacturers have all hospital prescriptions paid by pri- four or five times a year

facturers Assn porters of the plans recommend

added prescrlptlon crug programs vate health insurance-a drug plan Prescription drug plans, how- The cost of a prescription drug this option as an incentive to keep
under union pressure in recent growth indicator-reached only ever, are far from a hot ticket item program varies depending on the costs down
years P-escription drug plans 8 1% in a 1976 survey conducted by m the field of employe benefits method of operation Both plans work best, benefit

have also been set as bargaining the Social Security dministra- While the much more visible den- Mr Kroczynski says Uniroyal consultants say, if a large number

goals by the American Federation tion, that result is almost double tal care programs were added to or has to pay the insurer of the pro- ofemployes are located in the same
of State, County & Municipal Em- the one reported in 190 expanded in 19% of all health and gram 59 7 cents for each prescrip- general area and severallocal phar-
ployes for Cmcinnat_ city workers Prescription drug piograms are benefits plans in 1978, the drug tion processed macies agree to provide the service

and by the National 011 Bargaining different than most insurance pro- programs were only added to 5% of at discount rates

Committee for its tal cs with the 011 grams because there 15 no danger the plans, according to the Bureau Two methods Other employers have found al-
Industry of a catastrophic loss the company of National Affairs ternatives to the high cost of ad-

Of Blue Cross/Blue Shield sub- needs to protect the employe from, And there are those who say they "It is really kind of a nonsense ministering the program by using

scribers, 95 million have the pre- consultants say might be more trouble that they're benefit when you look at the high mall-order houses where possible
sCI'lption dri.g program compared "The need for this nsurance is worth administrative cost involved," says (See related story.)
with 30 million who only have cov- not one of risk avoidance," says "Itisnothlng morethan apam It Mercer's Mr Nossan "The em- Some firms place a cap on the

erage uncer ma}or med_cal plans Richard Ostuw, William Mercervp is a nickel and dime benefit," says ployes file for everything they can, amount of benefits paid out during
The drug benefits, whic h usually "It lS simply to provide the em- Richard Kroczynski, manager of every $2 or $3 claim, so the admin- a year or on the dispensation of
include employe copatyments of 50 ploye an administrat ve benefit employe benefits at Uniroyal Al- istrative expense can get fairly medication for illness A standard
cents to 75 cents, have been show- and get these things paid ' though he says the company "has high " limit is a 30-day supply for one
mg "steady growth" in the last few Predictable costs make the plans no problem with lt," he concedes it But the administration is the se- medication
years, a Blue Cross,Blue Shield attractive to employers An is a less than a:tractive benefit cret to making these plans work, Others limit certain types of pre-

from the standpoint of the em- notes Mr Harlow of J&H "If you scriptions, birth control pills, for
ployer and probaoly would never can set up a program so that claims instance The drug plans also do

THE MASSACHUSETTS BALANCE OF have been added to benefit plans if can be paid off en masse, it is a not pay for prescriptions adminis-

STATE CETA ADMINISTRATION IS
the union had not forced the issue good benefit " tered by hospitals because those

James Harlow, senior vp at John- Two general methods are most are covered under mglor medical

SEEKING INSURANCE COVERAGE FOR son & Higgins, says the prescrip- widely used in administering the insurance plans
tion drug plans-which he con- prescription programs

ITS SUBGRANTEES TO INSURE
Employe contributions to the in

cedes have some merits-will • An ID card an employe brings surance premiums are extremely

THE FOLLOWING RISK probably never be added to em- to a participating pharmacy allows rare, although most plans have
ploye benefit packages inless a him to buy a prescription fora $l or some sort of cost-sharing require
union really pushes for them $2 charge The rest of the bill 15 ment when prescriptions are

then sent to the insurer of the pro- filled
The Balance of State CETA Administration operates on

federal funds allocated by tne United States Department Stumbling block
of Labor and administered by 16 consortia of municipal- "It is going to be done where re-

mes (subgrantees). The average subgrantee is responsible quired and negotiated It will not Uniroyal leads the way
for $8 million In g-ant funds and has 60 employees re- be done voluntarily byemployers,"

sponsiole therefor. The federal regulations (codified at
20 CFR §675-673) define allowable costs. tumftn**g** for prescription plans

gradual growth m the number of
plans NEW YORK-Uniroyalis practi- in shipping

Coverage is sought for funds for which the Depa-tment The biggest stumbling block to cally the grand old man ofprescrip- A year and a half ago the com

of Labor demands reimbursement, having disallowed a the programs is the high costs in- tion drug plans pany looked at the figures from th€

subgrantee expendi-ure Such expenditure may have been volved in administering tnem For the past five years, the firm program and saw it was "saving ar
authorized by a subgrantee o an employee thereof Nheth- Pharmacies pay between an extra has been offering two prescription amazing amount of money"-morf

er or not such subgrantee or employee reasonably ex- 19 cents and $1 86 to process claims drug programs to ltS hourly wage than 5 cents per every pill pur

pected the experditure to be allowed, and whether or not for the drugs paid through insur- employes and some salaried em- chased
ance programs, say some esti- ployes Buoyed by the savings, Uniroya

authorization wes n faithful performance of the em- rnates Under a program administered opened the program to all wage
ployee's duties. This coverage is not to include emoloyee A recent survey by the Health In- by the Metropolltan Life Insurance employes as an option and lasl
dishonesti bondng. formation Designs Inc, sponsored Co, Uniroyal employes use an ID month added the 2,500 salaried em

by the American Pharmaceutical card to purchase for only a $1 co- ployes who had been on the Metro

Methods of coverage may be in the form of a oublic Assn, reported there were at least payment prescriptions at one of a Politan drug program

employee faithful performance blanket or position bond, 16 extra administrative functions network of local pharmacies The Employes have the option to us€

an endorsement to subgrantee comprehensive g=neral required in filling prescriptions pharmacist keeps the $1, sends a either plan, the mail-order housi

liability policies, errirs and omissions coverage, or some
paid for through insurance pro- bill to Metropolitan that Includes for maintenance drugs and the
grams, compared with direct pay- the cost of the drug and an addi- Metropolltan plan for immediate

other such coverage as those who respond to this -lotice ments, and that the average cost to tional service charge for dispens- purchases
may suggest Interested part es may respond by w-,ting: the pharmacy for completingthese ing the medication, typically $1 25 "They save the buck and ever

functions was $1 67 per prescrip- Uniroyal reimburses Metropoli- pay for the postage," employe ben
tion tan for the full cost of the prescrip- el'its manager Richard Kroczynsk

Joseph R. Duggan, Director The report shled away from rec- tion and the pharmacist's fee and said of the new program

Commonwealth of Massachusetts ommending that any specific sur- also pays the insurance company The company realizes saving:

charge be added to the cost of pre- an additional 59 7 cents for each because the Pennsylvania mall
Department of Manpower Development Scrlptlons because of this expense, prescription order lt administers order house, Pastor's, deals ir
Balance 01 State CETA Administration but said pharmacies needsome re- In 1974, however, the company great volume and because an esti
Charles F. Hurley Building, 4th Floor lief, both from the additional ex- started a pilot program to see if it mated 35% of its drugs are generic

Boston, Massachusetts 02114 pense and paperwcrk involved could cut costs The new option al- brands, he added
The pharmacists' average fee to lowed retired wage employes to Plans such as the one followec

waive the $1 copayment if they by Unlroyal often have some re
used a mail-order firm for their pre- strictions Uniroyal, however ha:
scription drugs The program was no overall limit on benefits, bu
limited, however, to maintenance does put a 100-day supply hmit or
drugs because of the time involved prescriptions

We Help Keep Safely awa rd competition open
CHICAGO-The National Safety or occupational safety problemi

Our insureds In Business Council and The Hartford Insur- except traffic safety Papers maj
ance Group are jointly sponsoring describe programs, procedures
a safety competition leading to techniques or any other aspect o
cash prizes for the best papers pre- technrques or any other aspect o
senting new accident-reduction safety management The Judgel

1 RM Provides Fire Prevention Services - techniques will choose three national winner:

miiin Large Capacity - Highly Protected Risk Facilities The Hartford has put up a grant along with first, second and thir,
of$600,000 to finance the competi- place winners in each ofeight gec

Contact a Member Company: tion being organized by the Na- graphic regions who will wir
tional Safety Council A total of 77 $1,500, $1,000 and $750 respec

Allianz • Atlantk Mutual • Central Mutual • Employers cash prizes will be awarded to win- tively, and 50 other merit aware
Casualty • Employers Mutual Casualty • Grain Dealers ners of the safety competition, in- winners winning $250 each

 INSURANCE I Indiana Lumbermens • Iowa National • The Lumbermens cluding three national prizes of The Hartford Insurance Groul
Mutual • Michigan Millers • Michigan Mutual Insurance $15,000, $12,000 and $10,000 and the National Safety Counci
Millers Mutual • Northwestern National • Pennsylvania Awards will be presented at the have established criteria forentrie,

Lumbermens • Pennsylvania Millers • Tokio Marine & Fire National Safety Congress here in in the competition
IMPROVED RISK MUTUALS Unigard Mutual • Utica Mutual October 1980 Entrants must prepare submis

Entries for The Hartford Loss sions on the authorized entry form
15 NORTH BROADWAY • WHITE PLAINS, NEW YORK 10601 • (914) 946-3500 Prevention Awards Competition which may be obtamed from Ad

BRANCA OFFICES· ATLANTA · CHICAGO • DALLAS • DETROIT • GREEMSBORO are being accepted by the National ministrator, The Hartford Los

LOS ANGELES • NEW ENGLAND • SAN FRANCISCO Safety Council through May 1, Prevention Awards Competition
1980 Anyone lS eligible to enter The National Safety Council, 44,
Entries must be maximum-1,500 N Michigan Ave , Chicago, Ill
word papersabout any commercial 60611
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benefits marketplace
gets together this
Decembe don't be
left out in the cold.
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Detember 10,1979

Ad dosing:
Nmegber»879On December 10,1979 Business Insurance will

publish its Employe Benefits special emphasis issue
In it, the editors will take a comprehensive look at all

the significant news and trends in employe benefits.
What new techniques will corporate managers use to

improve benefit packages and reduce costs?
How will ERISA, inflation, increasing union demands for

broader benefits affect your bottom line?
Marketers of employe benefits insurance or services will reach the

largest audience of corporate benefit decision makers, their
consultants, agents and brokers - nearly 100,000 readers searching
for news and information.

And your advertising message can be there - the perfect selling
atmosphere!

It's no time to hibernate. Advertising closes November 27,1979.
Make your move now by calling Don Walsh, Advertising Sales

Director at 212/986-5050. Or coAtact one of our sales offices.

13 0

business
msurance
A PUBLICATION OF CRAIN COMMUNICATIONS INC,

New York: 708 Third Ave., N.Y. 10012 (212) 986-5050

 Chicago: 740 Rush St.,111.60611 (312) 649-5275
Los Angeles: 6404 Wilshire Blvd., CA. 90048 (213) 651-3710
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Jack Bogardus, president, tells how *&A works from a client's point of view:

EEIf we're going to help clients protect current assets and safeguard
future growth, we must bea full-fledged member of their financial teams:'

The business of managing
corporate risks is in a state of con-
stant change. Our response to this
volatile environment is an ever-

deepening commitment to act as
extensions of our clients' financial

departments. The challenge we face
together is how best to ensure the
client's business growth as
emerging economic, technological,
legislative and social forces come
into play To do this, we developed
several highly sophisticated,

computer-based techniques. Their
applications are complex, but the
result is simple: they help enhance
the client's bottom line -now and
in the future. And that's what we
think our value as a team member
is all about."

Working from a client's point
of view isour way From our top
management to the men and
women in over 110 cities here and

overseas. That means working as
allies, solving business problems

together.
We think our dedication to

acting as an ally of the clients we
represent is a big reason why A&A
has become a worldwide leader in
the insurance and financial
services business. We have the

facilities, expertise and strength to
act as effective allies. We work
from a clients point of view,
whether the Alexander
corporation is 6 A
large or small. or,!exander

The Allies


