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ISO postpones
controversial

CGL alterations
By JUDY GREENWALD

NEW YORK-Controversial proposed changes to the Insurance
Services Offices Inc.'s commercial general liability insurance forms
are on hold indefinitely.

The proposals, which had been set to take effect Feb. 1, have been
blasted by risk managers and brokers as another attempt by ISO to
limit coverage for consumers.

ISO has proposed to:
• Exclude all pollution-related losses from CGL coverage

through an endorsement. However, ISO also has proposed another
endorsement that would extend coverage for pollution losses except
for cleanup costs and emissions from waste facilities and under-
ground storage tanks, under a separate aggregate limit.

• Exclude coverage for employment-related practices.
• Deny additional named policyholders on a claims-made policy

the right to purchase tail coverage.
• Limit liquor/host liability coverage.
ISO says it now will wait until 35 states have approved all the

proposals before printing new forms, an ISO spokesman said
Thursday.

"We wanted to make sure we had a critical mass" in order to
change to the new forms in a cost-effective way and to allow for
orderly implementation of the changes, the spokesman said.

To date, 31 states have approved ISO's proposed pollution cover-
age endorsements, while 22 states have approved the other policy
changes proposed by ISO. However, only 21 states have approved
both the endorsements and the policy changes.

The ISO spokesman denied there was any connection between the
decision to postpone implementation of the proposals and a hearing
earlier this month at which risk managers, the Risk & Insurance

Continued on page 71

Update

M&M to receive $52 million
to settle bond-trading claims

NEW YORK-Marsh & MeLennan

Cos. Inc. expects to receive $51.9 million
in a settlement of various claims arising
from the 1984 bond-trading debac·le that
cost the brokerage $165 million in pre-
tax losses.

The Nov. 4 agreement will settle a
consolidated derivative class action

lawsuit filed by M&M shareholders after
the brokerage's April 1984 announce-
ment that employees of its treasury de-
partment, acting against company rules,

Continued on nezt page

Prop. 103 creates
chaos in California
By GLENN HUNTLEY and DONNA DiBLASE The immediate effective date of the proposition,

however, was stayed last week by the California Su-
preme Court pending its ruling on lawsuits filed by the
insurance industry charging that the mandated rate
rollback is unconstitutional.

The temporary stay against all provisions of the con-
troversial measure was granted Thursday, less than 48
hours after California voters approved the initiative
and rejected four other insurance-related propositions,
including a no-fault auto insurance plan and a mea-
sure to limit attorneys' fees. Both of these proposals
were backed by a $60 million insurer-financed cam-
paign (see story, page 78).

It was the worst possible
outcome for the insurance

Page 76 industry.

......... Page 76 Most commercial prop-
erty/casualty insurance

....... Page 77 rates charged today in
California, however, al-
ready are at least 20% less

than the rates charged in November 1987 due to recent
widespread rate competition in the commercial insur-
ance marketplace. If taken literally, the proposition
could force rate increases for some commercial prop-
erty/casualty lines.

Noting that the proposition would have little effect
on the results of American International Group Inc.,
President Maurice R. Greenberg said in a statement
Thursday: "The vast majority of our business in Cali-
fornia is in commercial lines, where rates are already
at the level required by the proposition."

Firemen's Fund Insurance Cos. of Novato, Calif.,
which last week had suspended writing new com-
mercial business for some lines, may lift the mora-

Continued on page 78

SAN FRANCISCO-Most commercial property/ca-
sualty insurance rates in California already are lower
than required under a voter-approved proposition
mandating rate reductions across many lines of insur-
ance.

Nonetheless, risk managers in California are worried
that they will lose markets as insurers abandon their
state in response to the proposition's mandate.

Insurers contend that Proposition 103's mandated
rate reductions threaten their solvency.

Standard & Poor's Corp. said Friday that it likely
would lower some insur-

ers' credit ratings if the
proposition survives legal Alaska voters approve tort reform
challenges. Incumbent regulators win re-election

"The near-term impact
(of Proposition 103) is Key senators won't return to Congress
clear: deterioration of the

creditworthiness of many
insurance companies," S&P said Friday.

Although triggered by consumer revolt against high
personal automobile insurance premiums, Proposition
103 requires insurers to roll back for one year almost
all PFOperty/casualty insurance rates to a level 20%
lower than November 1987 rates. The reductions must

be granted on new policies and upon renewal of exist-
ing policies.

Exempt from the proposition are workers compensa-
tion, marine insurance ajnd reinsurance rates. The ef-

- fect on surplus lines rates, however, is unclear.
After Nov. 8, 1989, all rate increases in lines

governed by the proposition will have to be approved
by the California Insurance Department before they
can be implemented.

45% of large firms could fail Section 89
By JERRY GEISEL

NEW YORK-Forty-five percent of large
employers are either unsure whether their
group health care plans can pass the Section
89 non-discrimination rules for welfare

plans or flatly predict their plans will fail
the dreaded new tests, according to a new
survey.

And, slightly more than half of large em-
ployers, or those with more than 1,000 work-
ers, either expect failure or don't know if
their group life insurance plans will pass the
Section 89 tests, according to a just-released
survey conducted this year by A. Foster Hig-
gins & Co. Inc., a New York-based benefit
consulting firm.

Small employers-those with fewer than
1,000 employees-are somewhat more opti-
mistie than large employers that their group
health care plans can pass the test. Sixty
percent of those firms believe their health
care plans are in compliance with Section 89
rules, the survey found.

And 64% of small firms expect that their
*roup life plans will pass the tests.

1

The survey also found that large employ-
ers, which typically offer more plans and
more benefit options than smaller employers,
expect significantly greater difficulty col-
lecting Section 89 data because, under Sec-
tion 89, each different benefit option is con-
sidered a separate plan for testing purposes.

Foster Higgins consultants suggest that
considering the cost to employers of revising
and expanding welfare plans to comply with
Section 89, some employers may find it
cheaper to offer "discriminatory" plans.

Foster Higgins consultants note that many
employers only now have begun to collect
the data on welfare plan enrollment and par-
ticipation to determine whether their plans
will pass the non-discrimination tests.

"A lot of employers have done nothing.
There has been a wait-and-see attitude,
which is pretty risky," said Paul Mead, a
principal in Foster Higgins' San Francisco
office, who helped develop the survey of 505
employers in 44 states.

Section 89, which takes effect Jan. 1, re-
quires employers to conduct a series of

Continued on page 79

Third-quarter broker results:
Hall posts loss, RBH sees gain
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Losses from Hurricane Gilbert

may be less than feared
Page 3

Amtrak seeks permission
to join state comp systems
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Update NAll conferees can't agree
$52 million settlement for M&M
Contmued frompremous page on duration of soft market
had accumulated more than $2 billion in government bonds

The bonds, bought on margin and liquidated when top M&M By JUDY GREENWALD though it means losing premium, Mr Eager pointed
officials learned of their existence, forced the brokerage to take a out

$55 million charge against 1983 earnings and a $110 million charge BOSTON-Property/casualty insurers, brokers and Mr Eager was among several observers who pre-
in 1984 (BI, June 18, 1984) reinsurance intermediaries disagree considerably over dicted that the effects of the Tax Reform Act of 1986

The shareholders' derivative suit-an August 1985 consolidation how long the current soft market will last will play a major role in shortening the soft market
of two earlier suits-named numerous defendants, Including M&M Some observers say that the market lS already at, or cycle (BI, Jan 4)
directors and officers and securities brokers involved m the bond near, the bottom of the soft cycle and will begin to turn There were four maJor changes in property/casualty
transactions as early as the second half of 1989 insurers' taxation under provisions of the act

One of the two suits also had named M&M auditor Arthur But others at the 43rd annual meeting of the Na- • Insurers must discount loss reserves to reflect in-

Andersen & Co, though Arthur Andersen settled the claim against tional Assn of Independent Insurers in Boston earlier vestment income that will be earned between the time
It ln February 1985 by agreeing to pay M&M $19 9 million These this month predicted lt W111 be at least two years be- reserves are established and the time claims are paid
funds, along with $5 5 million in interest they have earned while fore the market begins hardening • A portion of insurers' unearned premium reserves
held in escrow, are included in the $519 million recovery M&M The most pessimistic prediction . will be taxed

announced last week was by outgoing NAII Chairman • A portion of interest and dividends earned on tax-
The $51 9 million settlement also includes R M Jamieson, chairman of exempt securities purchased after Aug 7,1986, will be
• $145 million contributed by M&M insurers, including errors Zurich-American Insurance Co in Nial I

taxed

and omissions and fidelity insurers The settlement agreement does Schaumburg, Ill, and president • An alternative minimum tax equal to 20% of an
not name the insurers and chief executive officer of Uni- insurer's alternative minimum taxable income was im-

• $10 million contributed by M&M's directors and officers liabil- versal Underwriters Insurance Co in Overland Park, posed An insurer must pay the higher of its regular
ity insurer While this insurer also is not named in the agreement, Kansas He said it could be at least another three years tax liability or its alternative minimum tax liability
sources say it is National Union Fire Insurance Co of Pittsburgh, before the market hardens (see story, page 62) "I would think lt'S going to be a shorter cycle," Mr
Pa, a unit of American International Group Inc Still others professed ignorance over the factors Eager predicted

• $2 million contributed by securities brokers that handled the driving this soft market and adamantly refused to Robert W Angle, vp-national marketing for Mont-
bond trades, including Dean Witter Reynolds Inc , Drexel Burnham make any predictions about the market's course gomery & Collins Inc of East Hartford, Conn, the na-
Lambert Government Securities Inc,AG Becker Paribas Inc, However, most observers expect that year-end rein- tion's fourth-largest wholesale broker, agrees Mr
Shearson Lehman Hutton Inc and Bear Stearns & Co surance renewals will go smoothly this year Angle believes the market 15 now bottoming out and

In announcing the settlement, M&M said that ltS aftertax recov- While there may be disagreement over how soon the will "come out the other side" during next year's
ery will be offset by other charges, including one-time costs asso- market will tighten, everyone agrees that it is soft now fourth quarter
clated with the move of its headquarters Overall, primary rates are off by 25% to 40% from a "I just have a feeling after paying the taxes next year

In addition, the settlement calls for M&M to pay plaintiffs' attor- year ago, estimated Robert W Eager Jr , senior vp at lt'11 take another six months for the impact to begin to
neys' fees, expected to total as much as $5 2 million National Reinsurance Corp of Stamford, Conn register, and at that point, I think people are going to

The settlement is still sub]ect to approval by a New York State However, a "fair amount" of insurers, "much more have to make some changes," he said
Supreme Court ]udge A Dec 15 hearing has been scheduled on so than in the past," are holding their prices, al- Continued on page 58
the agreement, an M&M spokesman said

Mutual Fire reinsurance award One CU-7 suit to proceed;
NEW YORK-Mutual Fire, Marine & Inland Insurance Co 's re-

habilitator stands to collect more than $20 million after winning an
arbitration award against several reinsurers

A three-member arbitration panel last month denied a demand another rejected by judge
by 11 reinsurers for recision or reformation of a treaty under
which they reinsured Mutual Fire on a book of surety bonds cover- By LINDA J. COLLINS product liability coverage (BI, Feb is scheduled to begin Dec 6
ing tax shelter limited partnerships 10, 1986) The CU-7, which was in- The plaintiff ln the case, Laura

The reinsurers charged Mutual Fire with fraudulently inducing SKOKIE, Ill -A federal district troduced in 1974, Stlll lS distri- McCarthy, alleges she contracted a
them to participate on the treaty and with negligent misrepresenta- court ]ury in Los Angeles will hear buted in foreign markets pelvic inflammatory disease after
tion and negligent underwriting and management of the business, a product liability suit filed by a According to a Searle spokeswo- using the CU-7 and that her right
which was handled through two managing general agents, World woman allegedly injured by aGD man, about 1,300 suits have been fallopian tube and ovary had to be
American Underwriters Inc of Houston and Surety International Searle & Co Copper-7 intrauterlne filed to date against Searle by removed as a result
Inc of New York, said Thomas Manisero, an attorney with Wilson, device women alleging that the IUD has In addition, the product caused a
Elser, Moskowitz, Edelman & Dicker in New York, the law firm However, a federal Judge in Phil- injured their reproductive organs blockage of her left tube, rendering
representing Mutual Fire adelphia issued a summary judg- or has left them infertile, or both her infertile, the suit alleges

Philadelphia-based Mutual Fire, which was ordered into rehabil- ment in favor of Searle in a CU-7 Among other contentions, the Judge Hill dismissed counts

itation by the Pennsylvania Insurance Department in December case, citing a lack of material plaintiffs charge Searle with negli- charging Searle with strict liability
1986, sought to recover $20 million in losses already paid on bond facts gence, failure to warn, fraud in and breach of warranty Under
defaults, the Insurance Department says At least one other default The two court actions are the concealing known dangers about California law, manufacturers of
has already occurred on another $70 million in bonds written by first in the CU-7 litigation since the CU-7, and marketing it to an prescription drugs cannot be
Mutual Fire, which sought enforcement of the reinsurance agree- Skokie, Ill -based Searle was hit inappropriate group of women charged with those counts The
ment, the department said with an $8 75 million jury verdict In the case in U S District Court CU-7, which technically was clas-

Reinsurers involved in the arbitration were Resolute Reinsurance in St Paul, Minn, in September in Los Angeles, Judge Irving Hill sified as a copper-bearing intrau-
Co , a GEICO Corp unit, Ennia Reinsurance Co of America, now (BI, Sept 19) on Oct 31 issued a summary judg- terine contraceptive, was approved
known as AEGON Reinsurance Co of America, British National Following the Minnesota award, ment in favor of the plaintiff to try for use as a drug by the U S Food
Insurance Co of Bermuda, Ancienne Mutuelle Reassurance of which Included $7 million in puni- Searle on negligent design, fraud, and Drug Administration because
France, First General Insurance Co , a Metropolitan Life Insurance tive damages, some industry ob- misrepresentation and conduct de- of its copper content (BI, Feb 15)
Co , and RLI Insurance Co Several New York Insurance Exchange servers predicted that more courts serving of punitive damages, said In addition, a count charging
syndicates-including Allianz Syndicate Inc, Syndicate of Wall would rule in favor of CU-7 plain- plaintiff's attorney Roger P Bros- that Searle violated a state con-
Street Investors, Fremont Syndicate Inc, The 1792 Co and KCC tiffs and that Searle would be hit nahan, a partner of Robins, Ka- sumer protection statute was dis-
New York Syndicate Corp -also were involved with a rash of new CU-7 product plan, Miller & Cirlsi in Minneapo- missed because only the state's at-

Mutual Fire has filed a petition in US District Court in New liability suits lis torney general can file charges
York to confirm the award Searle, a subsidiary of St Louis- Mr Brosnahan also represented under that statute

The reinsurers will file court papers seeking to vacate the award, based Monsanto Corp, discontin- the plaintiff in the Minnesota case However, on Nov 3, Judge Ro-
which was "wholly without any basis in law or fact," said Alan M ued marketing the Copper-7 IUD The ruling allows the case, filed bert S Gawthrop III of U S Dis-
Kramer of the New York firm of Lanzone & Kramer, who repre- in 1986, citing lack of available in 1985, to proceed to trial, which Continued on

sents the reinsurers

Inside
Fibreboard settles with insurer

CONCORD, Calif -Continental Casualty Co has agreed to ad- ,·00 Michael Dukakis' failed bid for the presidency Is not Departments
vance Fibreboard Corp defense costs and 40% of the Indemnity going to take the heat off employers to solve the problem Around the states 74

costs for asbestos bodily injury claims that trigger its policies and of the uninsured, says this week's editorial PAGE 8 At issue 12

are defended or settled after Sept 1, 1988 Benefit hAM

The payments would be made on an interim basis sub]ect to the + Lloyd's of London underwnters do not have to indem- Books & ideas 44

final rulings on court appeals of the coordinated asbestos coverage nify a Los Angeles jewelry broker for a theft, a federal Classifieds 74

case in San Francisco In the case, in which Fibreboard and several judge says PAGE 10 Comings & goings: buyers 11

other asbestos producers sued their insurers, California Superior Comings & goings: industry ..............................70
Court Judge Ira A Brown Jr has made several rulings expanding 8,0 More than 60% of the nation's health maintenance Info ..........................................................................40

coverage for producers (BI, Sept 12, June 8, 1987, June 1, 1987) organizations reported aftertax operating losses in 1986, Insurance services guide 75

In addition, Continental Casualty will pay Fibreboard an undis- a survey shows PAGE 12 Legal briefs ..........................................................46

closed sum for some asbestos bodily injury claims paid prior to Letters

Sept 1, 1988 9 A host of problems result if mentally impaired workers London 16

The agreement will help prevent Fibreboard from going bankrupt are treated ,nadequately due to poor case management, Opinions ................................................................8
by paying mounting asbestos bodily injury claims says the president of the Nat,onal Assn of Pr,vate Psy- Perspectives 43

Continued on page 77 chiatnc Hospitals in Speaking Out PAGE 43 Products & serv,ces ..................................................66

Speaking out ...............................................................43
4 Captive insurers are a viable option for companies, Ticker 79Errors & omissions
even dunng a soft market, says consultant R Michael Washington................................................................68

• Due to a printer's error, two segments of a chart in the Nov 7 Cass in Perspectives PAGE 43 Vol 22, No 46-Business insurance (ISSN 0007-6864) is published

issue depicting workers without health insurance were printed in weekly at 740 N Rush St, Chicago, Ill 60611-2590 Second-class postage

the same color The orange segment on the right side of the chart 9 As repeal of the McCarran-Ferguson Act looms, ts paid at Chicago. 111. and at additional mailing offices Postmaster Send
address changes to Business insurance, Circulation department, 965 E

depicts employees of service firms, while the orange segment on the Smaller Insurers may want to consider 'strategic mergers' Jefferson Ave, Detroit, Mich 48207, 800-992-9970 or 313-44&1611 Copy-
left side of the chart depicts workers in miscellaneous industries to assure survival, a casualty actuary says PAGE 51 nght 1988 by Crain Communications Inc



Amtrak plea:
Adopt comp,
dump FELA

By MEG FLETCHER

WASHINGTON-Amtrak plans to ask Congress next year
to approve a controversial pilot program that would radically
alter the way its railroad workers are compensated for on-
the-job inj uries.

Other railroads are hoping that the pilot program could
lead to the entire rail industry switching to workers compen-
sation, which would save railroads hundreds of millions of
dollars.

Amtrak will seek authority from Congress, which supplies
nearly one-third of Amtrak's operating budget, to compen-
sate injured employees under state workers compensation
laws during a three-year trial period.

Currently, Amtrak's 23,000 employees-and all other rail-
road workers-are required under the 80-year-old Federal
Employers Liability Act to seek compensation for contested
work-related injuries through tort-based lawsuits in fed-
eral or state courts, under which claimants possibly can re-
cover non-economic damages.

However. Amtrak's proposal faces stiff opposition from a
key Senate committee chairman, labor officials and plain-
tiffs' attorneys, who back the old system.

David J. Carol, Amtrak's senior director of government af-
fairs, says such opposition creates "a difficult environment"
in which to air the railroad's proposal and predicts that the
railroad must obtain at least "tepid concurrence" from labor
spokesmen for the proposal to advance.

In addition, administrators of state workers compensation
systems, who expect to appoint a group early next year to
study the ramifications of the plan, have expressed concerns
about jurisdiction and financial responsibility issues raised
by the Amtrak proposal.

Other railroads, though, are interested in FELA reform
proposals, like Amtrak's.

"FELA is a $1 billion problem in a $28 billion industry,"
pointed out Bill Harsh, executive director of a FELA task
force established in January by the Assn. of American Rail-
roads, of which Amtrak is a member.

For the first time in 50 years, "Congress is beginning to
focus on the fact that there is a problem out there," Mr.
Harsh said.

In 1987, all freight and passenger railroads in the United
States spent about $ 1 billion for employees' work-related
claims and expenses related to those claims, he said.

Claims payments totaled $686 million in 1987, up 232%
from 1979, he said, even though the number of railroad work-
ers has declined 43.9% to 273,429 and the number of injuries
for which claim files were opened declined 67.2% to 21,970
during the same period.

"One of its (Amtrak's) most compelling arguments" for
FELA reform "is the need for a leval playing field," Mr.
Harsh said. Railroads compete with truckers and airlines,
whose wcrk comp costs generally are lower since claims from
workers in those industries are handled through state work
comp systems, he said.

Amtrak's proposal was introduced earlier this year as an
amendment to Amtrak's federal funding authorization bill,
H.B. 2320.

However, Sen. Robert W. Kasten Jr., R-Wis., who spon-
sored the amendment, withdrew it in return for a hearing
that was held in late June by the Senate Surface Trans-
portation Subcommittee.

Sen. Kast€n is considering whether to introduce legislation
Continued on page 69
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The city of Lisbon, Portugal, hosted the International Insurance & Risk Management Conference last month.

Global dialogue
Europeans gird for open market

By CAROLYN ALDRED

LISBON, Portugal-Dynamic changes in many European
countries, including the burgeoning of multinational com-
panies and the growing expectations and
awareness of consumers, likely will in-
crease the role of European risk manage- mm
ment.

Europe's rapidly changing legal, social
and economic environment already is bol- .1
stering the practice of risk management in
Europe, agreed risk managers and insur-
ance industry executives attending the International In-
surance & Risk Management Conference, held Oct. 24-26
at the Hotel Ritz Inter-Continental in Lisbon, Portugal.

The conference, which attracted about 380 participants

from 21 countries, was organized by Brussels, Belgium-
based Management Centre Europe, the European affil-
iate of the American Management Assn.

Speakers and conference participants also predicted that
the elimination of trading barriers in European Commu-
nity nations over the next few years and the ability of
risk managers to place large industrial property/casualty
risks more freely within the EC market starting in July
1990 initially will lead to cheaper insurance rates in Eu-
rope.

As insurers and brokers jostle for position and market
share in what will become one of the world's largest single
markets following the elimination of trade barriers, com-
petition will become rife, observers predict (see story, page
37).

Continued on page 30

Risk managers unite in Singapore
By STACY SHAPIRO

SINGAPORE-Insurance industry
executives, regulators and risk man-
agers are applauding the develop-
ment of a new risk management asso-
ciation in Singapore and the growth
of risk management in Southeast
Asia.

Singapore risk managers have
formed the Risk & Insurance Man-

agement Assn. of Singapore, which
was only approved by the Singapore
government in April this year.

In just seven months, RIMAS or-
ganized an inaugural conference,
held Nov. 2-4 at the Pan Pacific Hotel

in Singapore. The conference at-
tracted about 150 people, half of
whom had never been to a risk man-

agement conference before.
"Risk management is being given

the importance

it deserves." said Law song RIMAS
Keng, Singa-pore insurance  Singapore
commissioner, L.....-'
who opened the
RIMAS conference. "I am happy to
see the (growth of) risk management
in Singapore and this region. I hope
other (risk) management societies
will spring up in this part of the

world."

"I congratulate RIMAS and its co-
sponsors for organizing this confer-
ence, the first of its kind in Singa-
pore," added Koh Bee Chye, presi-
dent of the General Insurance Assn.

of Singapore. "GIA welcomes RIMAS
and the promotion of skills in risk
management."

"I am sure your future is very
bright indeed," said T. Ramanan,
president of the Indian Institute of
Insurance & Risk Management.

Richard Heydinger, president of the
New York-based Risk & Insurance

Management Society Inc. expressed
Continued on page 20

Gilbert's toil less than first estimates
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By MIKE SCHACHNER

Insured losses caused by Hurricane Gil-
bert, which blasted the Caribbean and the
Gulf Coast of Mexico in September, could be
significantly lower than initial estimates, in-
surers and reinsurers report.

Sources initially estimated insured dam-
age to property in Jamaica, the Cayman Is-
lands, and the Yucatan Peninsula in Mexico
at between $1.45 billion and $2 billion (BI,
Sept. 26).

But speedy work by repair crews has
greatly reduced business interruption
claims, and losses directly related to the
hurricane are now estimated at $600 million
to $1 billion.

"We are now looking at insured damage
around $725 million, maybe as low as $600
million in Jamaica," said Dennis Lalor, man-
aging director of Insurance Co. of the West
Indies in Kingston.

Insured losses in Mexico, meanwhile, may
rise as high as $283 million, with about 98%
of the damage sustained in coastal areas,

according to Roberto Retteg, senior vp with
Seguros America, a large Mexican insurer
based in Mexico City.

However, Jorge Dugelby, vp-international
affairs for Seguros La Comercial in Mexico
City, cited a report from the Mexican Insur-
ance Assn. that places insured losses at only
$120 million.

"Original loss reports are often based on
what the insured hopes to get," said Mr. Du-
gelby. "But adjusters usually bring that fig-
ure down."

Hurricane Gilbert, whose winds topped
out at 200 mph, hit hardest in the resort
areas of Montego Bay and Kingston, Ja-
maica, as well as Cancun, Cozumel and Isla
Mujeres, Mexico.

Because the storm turned south at the last

minute, the Texas coast and many offshore
oil rigs were spared. For many U.S. prop-
erty/casualty insurers, this was the differ-
ence between minute losses and eight-figure
claims.

"We were lucky the hurricane changed
Continued on page 72
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Hall reports loss; RBH posts gain
By LINDA J. COLLINS

BRIARCLIFF MANOR, N.Y.--

Frank B. Hall & Co. Inc. operating
results deteriorated in the third

quarter compared with the corre-
sponding period a year earlier.

While Hall reported a net loss of
$ 14.6 million in the third quarter
of 1988, an improvement from a
$65.6 million net loss in the same
quarter of 1987, "on an apples-to-
app.es basis, our operating loss in
the third quarter was about $2.5
million worse than in the third

quarter of 1987," said Senior Vp
John A. Addeo.

Hall's third-quarter 1987 loss in-
cluded a $43.1 million loss on dis-
posal of discontinued operations
and on reserves set up for settle-
ments of unspecified pending liti-

%

The third quarter was the first period
since the beginning of 1987 in which
Hall's revenue slippage was 'almost

entirely attributable to rate
reductions,' says John A. Addeo.

gation. The loss in last year's third
quarter also included $13 million
in miscellaneous non-recurring
charges (BI, Nov. 16, 1987).

Hall, the sixth-largest U.S. in-
surance broker, also reported a net
loss of $16.1 million in the first

nine months of 1988, compared
with a $60.1 million loss in the

corresponding period of 1987.
Briarcliff Manor, N.Y.-based

Hall reported gross revenues
dropped 8.2% in the third quarter
to $79.1 million from $86.2 million
in 1987's third quarter. During the
first three quarters of 1988, gross
revenues dropped 6.3% to $270.3
million from $288.4 million in the
same period of 1987.

On a more positive note, Mr.
Addeo said that the third quarter
was the firs a period since the be-

ginning of 1987 in which Hall's
revenue slippage was "almost en-
sirely attributable to rate reduc-
gons."

"Our new business production,
net of lost business, was positivE
for the first time since the begin-
ning of 1987," Mr. Addeo pointed
out. He attributed the growth in
new business to the contributions

of new producers hired earlier this
year as well as to the efforts cf
Hall's existing sales staff.

However, insurance broker ana-
lyst Michael A. Smith, a vp with
Shearson Lehman Hutton Inc. in

New York, was not so optimistic.
"Given the current market con-

ditions, it looks very grim for Hall
The company has very little room
to cut expenses, so it has to in-
crease its revenues or else the hem -
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orrhage will continue," he ob-
served.

Mr. Smith did agree with Mr.
Addeo that Hall's new business

production "is a plus, considering
the past experiences they have
had."But Mr. Smith also stressed

that Hall is "not generating enough
revenue per branch office to cover
overheads."

Another financial analyst said
Hall's results were not too far off

his earnings estimates.
"Their shortfall was obviously in

their revenues," the analyst said,
adding: "If everyone else is getting
hurt by rates, Hall will certainly be
hurt by them because of their bulk
of big-ticket accounts," which are
seeing the greatest competition.

Separately, Chicago-based in-
surance holding company Aon
Corp. also released its results last
week, which included the results of

subsidiary Rollins Burdick Hunter
Co., the seventh-largest U.S. insur-
ance broker.

RBH reported third-quarter
gross revenues of $66.7 million, a
13.7% increase from $58.7 million
reported in third quarter 1987.

However, the broker's pretax
operating income dropped 7% in
the quarter to $8.5 million from
$9.1 million in the third quarter of
1987. RBH attributed this decline

to lower commissions due to lower

premium rates.
For the first nine months of 1988,

RBH's gross revenues rose 21.1% to
$200.2 million from $165.3 million

in the same period of 1987. Pretax
operating income rose 10.6% to
$29.6 million from $26.8 million in
the first nine months of 1987.

"There is no question that the
current market conditions are

quite challenging, but we've had
continued strong new business, we
are very pleased with our retention
levels and we have had good posi-
tive impact from acquisitions we
made last year," said Arthur F.
Quern, president and chief operat-
ing officer of RBH.

Aon does not break out RBH's

net income in its quarterly finan-
cial reports. I

8/ appoints
Schachner
to N.Y. staff

Mike Schachner, 23, has joined
Business Insurance as an associate

editor in its New York office, an-
nounced Associate Publisher and

Editor Kathryn J. Mcintyre.
A native of Eugene, Ore., Mr.

Schachner comes to BI from No-

vato, Calif., where he wrote Crit-
tenden News Service's weekly
newsletter covering the commercial
property/casualty insurance indus-
try.

"Mike not only
has a journalism
background but

vesoed Sin tehle , ,-many market
issues and trends

in the commer- 4%
cial insurance in- 1

Mcintyre. Mr. Schachner

Mr. Schachner

has a bachelor of arts degree in
journalism from the University of
Minnesota in Minneapolis. While
completing his undergraduate work,
he studied at three French universi-

ties in Paris. He also has attended

the University of Valencia in Valen-
cia, Spain.

Business Insurance now has a

four-person New York bureau, Ms.
, Mcintyre noted.

Mr. Schachner can be reached at
212-210-0143. •
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Magndlbk has electrical equipment in office buildings and factories across the country. They have products in
an estimated 9 out of every 10 households. And they have their business insurance in Wausau.

"We needed an insurer who could step in and supply us with strong loss contml supporti' says Dennis G. Berndt,
Director of Insurance and Risk Management for the Ins Angeles-based company.

"Wausau has worked closely with our people: implementing training programs, illiury avoidance programs and
ergonomic surveys. f[bgether wdve been able to lower losses substantially "

Controlling losses and the resulting insurance costs takes energy ItdWAUSAUand experience. It takes the business insurance experts from Wausau, and
a committed policyholder like MagndIbk. * a,„r n. INSURANCE

Wausau Insurance Companies, 2000 Westwood Drive, Wausau, Wisconsin 54401 Tblephone (715) 845-5211 A Member of the Nationwide® Group.
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Chrysler studie51*hort=term leave costs
By GLENN HUNTLEY

Chrysler Cirp. has saved 54,000
lost work days and about $2.7 mil-
lion under & new program that re-
views short-term disability claims
and effectively reduces absence
costs from short-term disabilities.

A yearlong study of 88,000
workplace absences of Chrysler
employees found typical time off
for short-term disabilities varied

widely among employee groups.
The study conducted by Lexing-

ton, Mass.-oased Health Data In-
stitute, found wide and unex-
plained variations in leaves for em-
ployees with common illnesses
even though they had the same jobs
and were in the same general phys-
ical condition.

For example, one Chrysler study
group returned to work an average

Benefit beat

of 11 days sooner after cataract
surgery :han did workers in an-
other group. And, .r. ancther in-
stance, some employees with con-
gesti«e heart failur€ were back on
the j)b in an average if 59 days
comfarei with an average cf 69
days for another group

Ir both of those instances, em-
plovees who had o:her medical
con-Nlications were removed from
the analysis to assure that the re-
sults were valid, the study stated.

T:13 study was jcintly financed
by HiEhland Park, Mich.-based
Chrysler and HDI, a subsidiary of
Baxter Healthcare Con. of Deer-

field, 11.. (formerly Baxter Tra-
veno. Laboratories _r.c.).

4.

In mast cases, the variar.e in
absence time can be attributed to a
lack of wed=cal consensus on what

is an approgriate length of tme for
r€cuperation, said Jeremy Nobel,
HIDI's direr:tor of occupational
health services.

-Few doc:ors are trained fo as-

sess how loing patients shoidi stay
01 work after an illness, Ect they
base their decisions on glessti-
m::es and Fast practice. The :esult
is many pe,ple stay home imger
than necessary," Mr. Nobel 6.-id.

The redu.:ion in Chrysler· em-
pleyees' absences was partially at-
tributed to WorkAbility, a com-
ps:er software system dezeloped
by HDI :hat Chrysler began using

ir. early 1987.
The computer program uses the

e=pertise of 37 physicians and re-
view of curren: medical literature

to establish gu.delines for d.sabil-
ity t.mes. The system can consider
recovery time for 3,600 medical
d.agnoses and 4,000 surgical pro-
cedures.

"During the first year we re-
duced the number of claims by
13% cut lost work days by 5% and
halved the number of independent
medical examinations required to

veri'y disability," said Wa.ter B.
Maher, Chrysl€r's director of em-
plokee benefi=s and health ser-
vice:.

The WorkAbility computer anal-

ysis is one parr of an overal strat-
egy to manage workplace at sences
and associate,i costs, Mr. Maher
said. Better mirale within a more

6.

profitable Chrysler since the early
1980s and a medical case manage-
ment program also provided by
HDI also have helped the company

control disability costs, he added.
But the guidelines offered by

WorkAbility were easily the most
effective measure taken to control

those costs, he said.

"Our biggest change has been
taking the guesswork out of short-
term disability absences and pro-
viding a fair and objective review
processi Mr. Maher said.

The WorkAbility program will be
available to other employers be-
ginning in January 1989 when
Baxter launches its HDI Disability
Management Program.

Child care benefits

The number of employers that
offer some form of child care bene-

fit has increased nearly tenfold in
the past eight years and doubled in
just two years, according to a na-
tional survey of major employers.

Of 765 companies surveyed,
70-or about 9%-indicated they
provided at least some child care
benefit to employees in 1987, ac-
cording to the 1987 Hay/Huggins

Benefits Report.
In 1980 only seven out of 601

companies surveyed, or about 1%,
offered any child care assistance.

The 1985 survey had found 4%

providing child care benefits, said
Michael Carter, senior vp of the
Hay/Huggins in Philadelphia.

The more recent report found
employers were adding a variety of
benefits, ranging from child care
referral services to on-site child

care facilities.

According to the 1987 survey:
• Eighteen companies sponsored

on-site facilities, while another 17

subsidized a facility not located at
the workplace.

• Fourteen companies issued
vouchers by which employees
could set aside a portion of their
pretax salary to pay for child care
services.

• Eighteen employers provided a
referral service to help locate child
care providers. In some cases the
referral service was in conjunction

with a reimbursement policy.
In addition, nine employers pro-

vided tax-advantaged flexible
spending accounts earmarked for
child care. The accounts allow em-

ployees to designate a specified
amount of pretax income to be set
aside for child care costs.

The marked increase in child

care benefits track with changes in
the workforce, said Marie Du-

fresne, a senior vp with the Hay/
Huggins office in New York.

"As the dual career family has
become more of the rule of the

workplace rather than the excep-
tion, the pressure for employers to
relieve some of the pressures of
child care has increased," she said.

The Hay/Huggins Report also
found that in addition to the 9% of

respondents already providing
some benefits, another 12% are

considering adding some form of
child care support in the future.

Ms. Dufresne predicted that
child care benefits would continue

to become more common. "How-

ever, since this benefit is still rela-

tively rare and not yet tested by
time, the jury is still out on just
what form it will ultimately take
and just how much help companies

can afford to give."
.

Benefit beat keeps insurance and
employee benefit managers in-
formed on what other companies

are doing and of current develop-
ments in the employee benefit field.
We'd tike to know if you've made
any changes. Write Glenn Huntley,
Business Insurance, 6404 Wilshire

Blvd., Los Angeles, Calif. 90048;
213-651-3710.
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A post-election priority
THE DEFEAT OF Massachusetts Gov. MichaelDukakis for president of the United States is

not going to take the heat off employers to solve
the problem of the medically uninsured.

The need to provide medical insurance for all
Americans has reached a new height of public
awareness with both presidential candidates ad-
dressing the issue.

The staggering fact that 88% of the 37 mil-
lion Americans without health insurance are em-

ployed or dependents of employees lays the prob-
lem squarely at the feet of employers since, overall,
employers provide health care insurance to nearly
75% of the nation's 118 million workers (BI, Nov.
7).

If 75% of working people obtain medical insur-
ance through their employment, it is reasonable to
ask: "Why shouldn't the other 25%?"

There are compelling reasons not to require em-
ployers to provide employees with health insur-
ance, ranging from the ideological resistance to
government mandates to the practical concern that
such a costly mandate could put some employers
with thin profit margins out of business.

But some of the arguments leveled against this
benefit mandate don't hold up against scrutiny.
One is that many of these uninsured workers only
work part-time. Not so, says the Employee Benefit
Research Institute. Among the 18.1 million workers
without health insurance, 12.6 million work 35

or more hours a week. Only 1.4 million work fewer
than 17 hours a week.

Whether we like it or not, we fully expect Con-
gress to decide that employers must be part of the
solution for making medical insurance more avail-
able to Americans. While President-elect George
Bush opposes requiring employers to provide
health insurance to employees, citing the financial
burden on small employers, the 101st Congress is
under the control of Democrats who generally sup-
port such a mandate.

Letters

Business Insurance welcomes let-

ters from its readers. Please keep
your comments as brief as possible.
We reserve the right to edit letters
for clarity or space. We will not
publish unsigned letters. Send your
comments to Letters to the Editor,
Business Insurance, 740 N. Rush

St.. Chicago, m., 60611:

Therefore, we believe the issue has moved from
whether people should obtain health insurance
when they obtain employment to when and how.

Large employers that already provide health in-
surance to their workers may be inclined to believe
that this is an issue only for small employers that
do not provide health insurance. But how the solu-
tion is drafted could affect all employers, large and
small.

Sen. Edward Kennedy, D-Mass., as we have re-
ported, wants to mandate what type of health care
plan every employer must provide employees and
how much of the premium the employer should
pay. As we have said before, this solution would
create numerous problems and would be very ex-
pensive (BI, Feb. 29; June 8, 1987).

A better approach is the new Massachusetts law,
strongly supported by Gov. Dukakis, where em-
ployers can be liable for as much as $1,680 in new
taxes per employee if they do not provide health
insurance. An employer can offset this new tax by
each dollar it spends on its health care plan.
Businesses with fewer than six employees are ex-
empt from the law.

However, we don't know that the Massachusetts
plan is the best solution, and this is why all em-
ployers should be concerned.

The best and the brightest in employee benefits
should get involved in offering alternatives to these
two plans for solving the problem of the medically
uninsured in this country. If employee benefit ex-
perts aren't involved in drafting the solution, U.S.
employers are likely to end up with a mandate that
they abhor. Look what Congress handed employers
in Section 89 non-discrimination rules and the

health care continuation provisions of the Consoli-
dated Omnibus Budget Reconciliation Act of 1985.

Benefit professionals, through their local and
national associations, must begin to analyze the
problem of the medically uninsured worker and
offer viable solutions.

Attorney not connected with Teale operations
To the editor: It has come to my atten-

tion that in a mailing by Alan Teale of
International Underwriting Assn. Inc. my
name was mentioned in two places in
a promotional pamphlet stating that I am
"resident solicitor" of the group.

This inclusion was without my knowl-
edge or consent and incorrectly describes
me as a solicitor. Mr. Teale has under-

taken in writing to remove my name from
any further literature he may distribute.
But I wish the readers of this magazine
who know me personally and who may
have received this literature to be aware

that I have never had any connections
with Mr. Teale or his group.

Maye Coye
Hamilton, Bermuda
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Every producer wants smooth sailing for his clients.
That's why so many are turning to Home Insurance and our Ocean
Marine Department.

Its specialties are goods in transit, marine liabilities and
commercial vessels. It also offers preferred rates on high-valued
pleasurecraft.

Our underwriters are particularly adept at evaluating complex

The Home Insurance Company is a member of The Home Group, Inc.
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ocean marine exposures.They know how to find solutions that
might leave other companies out at sea.

That's the way Home has operated since we started business,
back in 1853. Reliably Professionally. Promptly.

So when you're insuring ocean marine clients, don't settle for
any port in a storm. Head straight for Home. For more information,
call RogerAblett, AssistantVice President,(212) 530-6672

Home Insurance
There's no place like it.



Judge rules jeweler's coverage is void
By LAURA MAZZUCA

LOS ANGELES-Lloyd's of Lon-
don underwriters do not have to

indemnify a Los Angeles jewelry
broker for a jewelry theft because
the broker's activities prevented
the underwriters from determining
the value of the stolen merchan-

dise, a federal judge says.

U.S. District Court Judge Wil-
Liam D. Keller on Oct. 18 denied a

motion filed by plaintiffs Ervin
and Samuel Pfefferman for recon-

sideration of the court's earlier

summary judgment allowing the
underwriters to rescind the plain-
tiff's jewelers block insurance pol-
icy

The Pfeffermans, who own Ervin

Pfefferman & Son, a Los Angeles
wholesale diamond broker, sought
more than $200 million in compen-
satory and punitive damages from
the underwriters, charging them
with the bad-faith refusal to pay
the theft claim.

The ruling is significant because
it directly addresses the issues of
disclosure and concealment by pol-
icyholders, said Gerald Kroll, an

attorney with Kroll & Firestone,
the Los Angeles-based law firm

that represented the Lloyd's un-
derwriters.

Ervin Pfefferman & Son renewed

its $3 million of jewelers block
coverage with Lloyd's un-
derwriters on Dec. 20, 1983,

through London-based brokers
Halford Sheed & Co. and Eyl &
Gordon Insurance Brokers Califor-

nia Inc.

Malcolm Blair, who writes for

Lloyd's marine and incidental
non-marine syndicate 287 and
non-marine syndicate 357, was the
Lead underwriter on the Pfeffer-

man policy.
The Pfeffermans were invoiced

for the $3 million policy, which
was basically a 30-day extension of
the jeweler's existing coverage. But

the $2,675.97 premium was never
paid, according to Mr. Kroll.

Seven days after the policy was
renewed, Sam Pfefferman reported
to Los Angeles police that thieves
had stolen the store's entire inven-

tory of loose diamonds, which he
said were worth several million

dollars more than the limits of the

insurance, Mr. Kroll explained.
However, in the spring of 1984,

while attorneys and adjusters in-
vestigated the claim, the Federal
Bureau of Investigation notified
Mr. Kroll that Pfefferman & Son

was being investigated for fraud.
When Lloyd's underdiriters

withheld payment of the jewelers'
claim pending the outcome of the
investigation, the Pfeffermans
filed suit against the underwriters
in U.S. District Court in Los An-

geles in December 1984. The suit
sought $4 million in compensatory
damages and $197 million more in
punitive damages.

The court in early 1985 stayed all
civil proceedings pending further
investigation of the jeweler by the
FBI.

In 1987, the Pfeffermans were

convicted on plea-bargained
charges of bank fraud arising from
their use of favored notes.

Court papers explain that before
the alleged loss and during the pol-
icy period, the Pfeffermans and
other dealers exchanged favored
notes, which promise payment for
goods belonging to the other
dealer.

The use of such notes is common

practice in the jewelry industry,
Mr. Kroll noted.

The Pfeffermans were convicted

of bank fraud after they sold the
notes to a bank because, contrary
to what the notes represented,
there had been no exchange of
merchandise, court papers explain.

The Pfeffermans, who are still in
business, were fined less than

Had the underwriters known of the Pfeffermans'

use favored notes, they 'would not under any
circumstances have insured the partnership or

any of its members or employees,' says Lloyd's of
London underwriter Malcolm Blair.

$50,000 in the bank fraud case and

were placed on probation, Mr.
Kroll said.

In a declaration dated July 18,

Mr. Blair, the lead Lloyd's un-
derwriter, said: -Neither I nor any

of the underwriters became aware

of the F feffermans' bank fraud and

shir favored notes transactions

until some time after the alleged
loss."

Had :he underwriters known of

the Pfeffermans' use of favored

no:e:, they "would not under any
circumstances have insured the

partnership or any of its members
or employees, or renewed insur-
ance already offered, or offered in-
surance to the Pfefferman partner-
ship in any form," Mr. Blair said.

E€cause of the Pfeffermans' ex-

sens.ve use of favored notes, "they
have made it impossible for un-
derwriters to say what inventory
:hey might have had, leaving aside
sh Bir criminal activity," Judge
Ke:ler ruled in his latest decision.

"The Pfeffermans are guilty,
thEr, not only of the felony for

which Sam and Ervin Pfefferman

.jere sentenced, but also of con-
cealment. . .The Pfeffermans had

a duty to reveal their practices to
=he underwriters, or they lose the
'Denefit of insurance," Judge Keller
ruled.

"Plaintiffs' failure to disclose

their favored note transactions en-

titles underwriters to recision of

the contract of insurance."

Neither the plaintiffs nor their
atorneys could be reached for
comment.

However, Mr. Kroll said the

Pfeffermans are appealing the rul-
ing.

Between the aviation industry and the insuranc<

t takes highly specialized knowledge to
understand aviation and aerospace
firms. And equally specialized experi-
ence to deliver the insurance coverages
rhey require.

Thars why so many industry leaders
come to james. From air carriers to aero-

space mEnufacturers. from suppliers to
financial irstitutions, they know that
lames understands them, their insurance

needs. and where and how to cover them.

\Viars more, they know they can rely
on James for responsive service and inno-
vative ideas. Irs the same confidence

James dients in all industries share.



NatWest names Davis vp/risk manager
Kristin Woodford Davis has

been named vp and risk manager
of National

- . Westminster

.-·- Bank USA in
New York. In

- this position she
is responsible

26> .. for property/ca-
sualty insur-
ance, alternative
risk financing,
loss control and

Ms. Davis risk manage-
ment for Nat-

West. She replaces Carolyn Simp-
son-who has joined Merrill Lynch

Comings & goings: buyers
& Co. Inc.-and reports to Stephen
W. Tallon, senior vp and controller.
Previously, Ms. Davis wai: vp for
risk and insurance management at
Carteret Savings Bank in Morris-
town, N.J. Prior to that she was an
underwriter with Chubb & Son

Inc.'s financial institutions depart-
ment in New Providence, N.J. Ms.

Davis hc,lds a bachelor's degree in
literature and history h om the
University of Redlands in Califor-
nia. She is a past vp and secretary

of the New Jersey Chapter of the
Risk & Insurance Management So-
ciety and now serves on the advi-
sory board of The College of Insur-
ance and the board of directors of
Bankers Insurance Co. Ltd. of Ber-

muda.
***

Lorraine Schroeder has been

promoted to vp-human resources
at Reilly Tar & Chemical Corp. in
Indianapolis. In this newly created
position she continues to oversee

narkets of the world lies avast expanse

group benefits, retirement and
pension plans, as well as corporate
personnel policy. She reports to
R.E. MeAdams, executive vp and
chief financial officer. Ms.

Schroeder, who has been with the
company for 47 years, most re-
cently served as assistant secre-
tary.

Also at Reilly: Robert Polack,
vp and general counsel, was named
to the additional post of secretary
with increased responsibility for
Reilly's risk management program.
Mr. Polack, 43, now oversees prop-
erty insurance in addition to liabil-
ity coverage and overall risk man-

In more than 90 offices nationally, and.
through the network of the Sedgwick
Group, with 300-plus offices in 64 court-
tries worldwide. James performs on a James builds the bridge.
higher plane. America's premier insurance broker. A Sedgwick Group Company

agement. He replaces as secretary
Mr. MeAdams, who remains exec-
utive vp and CFO of Reilly, and as-
sumes responsibility for property
coverages from David Henry, cor-
porate treasurer. Mr. Polack re-
ports to President Thomas E. Reilly
Jr. Prior to joining Reilly in 1972,
Mr. Polack worked at the U.S. De-

partment of Defense. He holds a
bachelor of arts degree from Prin-
ceton University in Princeton, N.J.,
and a doctor of law degree from
Louisiana State University in
Baton Rouge. Mr. Polack is a dep-
uty member of the Risk & Insur-
ance Management Assn. and a
member of both the Indiana and

American Bar Associations. In ad-

dition, he is chairman of PRIMEX
Ltd., a Barbados-based insurer.

***

Edward J. Belz, 38, has been

named assistant director of corpo-
rate risk management at W.R.
Grace & Co. in New York. In this

position he is responsible for inter-
national property/casualty insur-
ance and assists with Grace's over-

all risk management program. H€
replaces and reports to Jeffrey M.
Posner, who recently was pro-
moted to assistant vp and corpo-
rate risk manager (BI, Oct. 24).
Previously Mr. Belz was corporate
risk manager at Ipco Corp. in
White Plains, N.Y. Prior to that he

served in the insurance department
of Union Carbide Corp. in Dan-
bury, Conn. Mr. Belz received a
bachelor of arts degree in business
administration from Nasson Col-

lege in Springvale, Maine, and a
master of business administration

degree in finance from the Univer-
sity of New Haven in West Haven,
Conn. He also holds the Associate

in Risk Management designation.
***

Richard W. Gross, 45, has been
named director of benefits and risk

management at Datron Inc. in Hoff-
man Estates, Ill. In this newly
created position
Mr. Gross over-

sees employee
benefits, prop-
erty/casualty in-
surance and risk

management ac-
tivities for the

manufacturing
and marketing
firm. He reports
to William T. Yl- Mr. Gross

visaker, presi-
dent and CEO. Previously Mr. Gross
served as manager of employee ben-
efits at International Controls Corp.
in Boca Raton, Fla. He holds a bach-

elor of science degree in business
administration from Roosevelt Uni-

versity in Chicago and the Associate
in Risk Management.

***

Rodger A. Cochran has been

named director of corporate risk
management at Harbert Corp. in
Birmingham, Ala. In this newly
created position he oversees prop-
erty/casualty insurance, employee
benefits, safety, loss prevention and
claims administration for Harbert, a
multinational construction firm. H€

reports to J. William Powers III,
corporate secretary. Previously Mr.
Cochran was risk manager with
Morrison-Knudsen Corp. of Boise,
Idaho. He holds the Insurance Insti-

tute of America certificate and is a

deputy member of the Risk & Insur-
ance Management Society. In addi-
tion, he is working toward his Char-
tered Property & Casualty
Underwriter designation.

***

We'd like to report on sta# changes
in your company's risk manage-
ment, safety and employee benefits
departments. Just drop a note to
Paul Winston, Copy Editor, Busi-
ness Insurance, 740 N. Rush St.,
Chicago, Itt. 60611-2590, or call
312-649-5442. Please send a photo-
graph, too.



At issue

Should brokers be prohibited from placing business with insurance companies they control?

==
Jeanette

Ross

Risk manager
NIKE Inc.

Beaverton,

Ore.

They should be required to disclose
a relationship like that to the risk
managers. We're sophisticated
consumers; we don't need a law to

protect us. Such a law could
discourage broker formation of
insurer facilities like X.L. and

A.C.E., which were really a boon in
the hard market.

.ti

/

Karl Ogren
Risk manager
United

Illuminating
CO.

New Haven,
Conn.

Yes. The queston of conflict of
interest and the opportunity for fraud
way become a problem. Therefore, 1
b€lieve the exclusive function of the

b-oker is to represent the buyer in
a--anging insurance protection.

Robert

Powell 111

Director-risk

managemenV
loss control

Collins &

Aikman

Corp.
Charlotte,

N.C.

Yes. 1-'s like the fix minding the hen
house-there are bo many opportuni-
ties for deceit and fraud. Because

the opportunities are there, the
questions would also be there on the
part o- the buying public.

Steve

Johnson

Risk manager
Mosler Inc.

Hamilton,
Ohio

No. The risk manager should be
intelligent enough to evaluate a
company on its own n-eri s. The
corflict of interest, if itt there, is

more than offset by thg additional
competition brought into tie
ma·ketplace.

Compiled by Christine Woolsey

EMPLOYEE BENEFITS BULLETIN:
GROUP LONG TERM CARE FROM CNA COMPLETES YOUR BENEFITS PACKAGE

Give your employees
the benefits

they want today and
will need tomorrow.
You can complete your employee benefits
package without increasing your budget. Now
you can offer Group LongTerm Care coverage
paid in full by your employees at low group
rates. And CNA helps make administration easy.

Group LongTerm Care from CNA can ease
rhe financial burden of expensive nursing
home or in-home care.These valuable benefits

for your employees car. also be provided for
their spouses and parents. And the convenience
and flexibility of group insurance allows you
to tailor a program to meet your employees'
specific needs.

CNA provides the essential combination of
expertise and financial strength. We are one of
the pioneers in the long term care industry
with over 20 years of experience. And we hold
the industry's highest financial rating, an A+,
from A. M. Eest. So you can be sure that we
can meet your employees' needs-today and
tonnorrow.

For more information on how Group Long
Term Care tom the CNA Insurance Companies
can complete your benefits package without
increasing your benefits budget, call Lynn Clark
at 312-822-6602.

A Girim) S

CNA
For All the Commitments You Make'

41$%

Group Benefits frorr CNA: Life & Hedth•AD& D• Vision • DEnta. • LID • Flexible Benefits Programs • Pensions • Long-rerrn Care
Coverage is underwitten by Contine ntal Casualty Company,cneof the CNA Insurance Companies/CNA P.aza/Chicago, IL 60685

CU-7 litigation
Continued from page 2

trict Court in Philadelphia-citing
lack of material facts for a jury trial
-rendered summary judgment in
favor of Searle in a 1985 CU-7 suit.

The plaintiff, Debra Schrammel,
claimed that she lost one fallopian
tube and that the other was severely
scarred as a result of using a CU-7.

The suit alleged that Searle did
not furnish the "medical community
with the information it needed to

provide proper guidance to its pa-
tients" of potential dangers asso-
ciated with IUD use by certain

women, said plaintiff's attorney Ar-
nold Levin, a partner of Levin, Fish-
bein, Sedran & Berman in Philadel-
phia.

The suit further alleged that Searle
had composed a warning-found
within its internal documents-that

noted the danger the CU-7 could pose
to women who had multiple sexual
partners or who had never borne
children. However, Searle made a de-

cision not to include the warning
with the device, said Mr. Levin.

Mr. Levin said he "absolutely"
plans to appeal Judge Gawthrop's

ruling. "I thought the judge's opin-
ion was incorrect," he said.

A Searle spokeswoman viewed the
Philadelphia judgment as a victory.

She said Judge Gawthrop's deci-
sion also illustrates that the Min-

nesota decision did not trigger a
"pattern" of judgments against
Searle. "We think the Minnesota case

was an aberration," she added.

Regarding the differing rulings by
the federal court judges, the spokes-
woman said: "The judge in Philadel-
phia was dealing with a matter of
substance. .whether or not the phys-
ician was adequately warned by
Searle. The California judge was
dealing with whether or not the com-
plaint was legally appropriate."

Mr. Brosnahan, the plaintiff attor-

ney in the Los Angeles and the Min-
nesota litigation, predicted that the

Philadelphia decision "will have ab-
solutely no effect on any of the litiga-
tion" his firm is presently pursuing

One "would have to assume that

the judge was either not fully briefed
on the facts or had a case that could

clearly not be maintained" in court
for some technical reason, Mr. Bros-

nahan said, referring to the Philadel-
phia decision.

He said that before his firm agrees
to represent a CU-7 claimant, the po-
tential client must go through "an ex-
tremely rigid screening process" to
determine whether the case will hold

up under applicable state laws and
whether sufficient medical documen-

tation and evidence exists.

Another attorney currently repre-
senting plaintiffs in CU-7 litigation,

Roger L. Pardieck, a partner in Par-
dieck & Gill in Seymour, Ind., said
that winning "fully prepared and
properly put together and docu-
mented" cases, like the Minnesota

suit, "represents what I believe to be
a trend in CU-7 litigation."

Mr. Pardieck has 21 CU-7 cases

pending, one of which was filed fol-
lowing the Minnesota decision. He
said that several other women in-

terested in pursuing claims against
Searle have contacted him since the

Minnesota decision.

And, while Robins, Kaplan, Miller
& Cirisi has not filed any additional
CU-7 suits since the Minnesota deci-

sion, "there have been hundreds of

calls" and the firm is reviewing
"hundreds of cases," Mr. Brosnahan
said.

Already, the firm has filed 60 to
70 CU-7 suits and is preparing an-
other 30 to 40 cornplaints.

The Searle spokeswoman said that
in more than 300 of the estimated

1,300 suits filed against the company
so far, summary judgments or ver-
dicts have been made in Searle's

favor, or the suits have been dis-

missed with prejudice.
Of the remaining suits, about 500

are pending; four were lost in court!
two of which Searle is currently ap-
pealing; and the remainder have been
settled or dropped, she added. 



REINSURANCE AND THE RIGHT FOCUS

When you select a reinsurer, its important that you get a clear pictureof its financial stability You might start by considering a companybpolicyholders' surplus. But don't make it your only focus. Todays largesurplus could be compromised by liberal underwriting policies, leadingto overexposure and future instability.

F I -

A reinsurerb Best's rating will help sharpen the image. But todaybrating isn't meant to tell you everything you should know to predict wherethe company will be in ten years - when you may need it to pay a claim.
S LEGALTE.DER
045Ue ARD PRIVATE

WXMI;NI *, Ve A 0749/1 I'lliliil. ftqi
 3702

The clearest picture of a reinsurerb financial stability includes not onlysurplus and rating, but people, too. After all, its people who shape thecompanyb future.

At NAC, you'llfind seasoned reinsurance professionals with a wealthof diversified experience. People whose sound management skills andjudicious underwriting complement a Bestt rating of"A"anda surplus inexcess of $165 million. NAC, a solid, secure company worth focusing on.Greenwich, Hartford and New York. We'71 be there when you need us.
·Treaty Reinsurance Written Through

North American COm

Intermediaries

· Facultative Reinsurance Written Directly * Pmpeny and Casual 6 A Member of the NAC Re Group.
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60% of HMOs show afte rtax loss: Study
By JAMES M. BURCKE 1

More than 60% of the nation's

health maintenance organizations
reported aftertax operating losses

in 1986, a big jump from 41% in
1985, arecently released survey
shows.

In addition, the average HMO
reported an aftertax operating de-

ficit of $10.40 per member per
month in 1986, according to the
survey by the Group Health Assn.
of America, a Washington-based
HMO trade organization.

The survey also shows that older
HMOs are more likely to make a
profit than fledgling operations,
while profitability also tends to in-
crease with the size of an HMO.

For instance, 56.2% of the "es-

tablished" HMOs surveyed-those
operational for more than three
years--reported an operating
profit in 1986. And, more than

three-quarters of the plans with
more than 100,000 members re-
corded a 1986 profit.

The study, which is part of the
GHAA's widescale "HMO Industry
Profile," is based on 214 responses

by HMOs nationwide to a survey
compiled by the GHAA. The re-
sponding HMOs represent 33.1% of

all HMOs operating in December
1986 and their members include

57.6% of all HMO enrollees in the

United States at year-end 1986.
According to the survey, only

39.2% of the nation's HMOs were

profitable in 1986, down from 59%
in a similar survey that the GHAA
conducted the previous year. How-
ever, the GHAA says it is difficult

to assess the decrease in profitabil-
ity between 1985 and 1986 because
different plans responded to the
survey in each of the two years.

However, the survey authors do

point out that "the low rate of
profitability in the HMO industry

of 1986 appears to reflect its
youth.

"It is commonly accepted in the

industry that plans experience
losses in their initial years of oper-
ation, with break-even coming
after three or more years and
growth in membership," the survey
authors explain.

The survey results bear out this

observation: HMOs profitability
increases with the age of the HMO
and with the size of the plan.

For example, only 4.2% of the 25
HMOs less than a year old that
were surveyed reported a profit in

1986, while profitability jumped to
19.1% of the 49 HMOs that were 2

to 3 years old in 1986.

Once the three-year-threshold is
passed, HMO profitability in-
creases significantly. Some 54.8%
of the 43 HMOs that were 4 to 7

years old in 1986 were profitable,
while 54.2% of the 49 HMOS re-

sponding that were between 8 and

15 years old reported a profit. And,
66.7% of the 15 HMOs participat-
ing in the survey that were more

than 15 years old reported a profit
in 1986.

The size of an HMO's loss is also

directly linked to its age, the sur-
vey reveals.

For instance, 70.8% of the HMOs
less than a year old in 1986 re-
ported year-end losses that ex-
ceeded 10% of revenues and 59.6%

of the plans 2 to 3 years old re-
ported losses exceeding 10% of rev-
enues. However, only 9.5% of the
HMOs in business four to seven

years reported year-end losses that
exceeded 10% of revenues, while
6.3% of the plans 8 to 15 years old

and 6.7% of the plans more than 15
years old reported 1986 losses ex-
ceeding 10% of revenues.

The same trends hold true when

the size of the HMOs' memberships
are compared.

Only 20.8% of the HMOs with
fewer than 20,000 members re-

ported a profit in 1986. However,

'It is commonly accepted in the industry that plans
experience losses in their initial years of

operation, with break-even coming after three or

more years and growth in membership,'

the survey authors explain.

39.5% of those HMOs with 20,000
to 49,999 enrollees reported a

profit, while 50% of the plans with
50,000 to 99,999 members were

profitable as were 77.8% of the
plans with membership exceeding
100,000 people.

And, smaller HMOs were more

likely to report big losses than
plans with large memberships.

Almost 60% of tne plans with
fewer than 20,000 members re-

ported a year-end lc ss in 1986 that
exceeded 10% of revenues, while

only 33.2% of the plans with 20,000
to 49 999 members suffered a loss

exceeding 10% of revenues. And,
just 11.7% of the plans with 50,000
te 99.999 members and 7.4% of the

HMOs with more than 100,000
members reported losses of greater
than 10% in 1986.

Interestingly enough, not-for-

profit HMCs 'vere more likely to
achieve profitability in 1986 than
for-profit plans. Exactly half of
the 95 not-for-profit HMOs re-
ported an aftertax operating profit
in 1986 compared with only 25.4%
of the 36 f)r-profit HMOs in the

survey.

According to the GHAA, 50.8%
of the HMOs with independent ow-
nersh.E were profitable in 1986,
while 45.8% of the plans that were
part of a national chain posted a
198§ profit However, only 26.7%
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At Affiliated FM and Appalachian Insurance
Companies we have the proven experience to
tailor property policies for companies of different
sizes. That's why brokers are starting to see
Appalachian and Affiliated from a new perspectve

Affiliated FM and Appalachian are rated A+ by
Best's. We offer a complete product line for
property risks- including an "all risk" policy that's
simple, comprehensive, and flexible. We have a
proven track record of serving brokers who
require fast, competitive, and complete service. We:
put you directly in touch with our underwriters
who can tailor a policy to meet your clients'
needs, then get it out the door quickly. We've even
been known to hand-deliver a policy in a pinch.
And, our claims handling is just as fast, just as
efficient, and certainly, fair.

8·15 years 16 or more years
Source: Group Health Assn. of America
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Continued from previous page
of the Blue Cross/Blue Shield

HMOs reported a profit in 1986.
And, only 24.1% of the provider-
sponsored and 11.1% of the in-
surer-sponsored HMOs were prof-
itable in 1986.

Forty-six percent of the federally
qualified HMOs surveyed reported
operating profits in 1986, while
only 25.4% of the non-federally
qualified HMOs reported a profit.

Plans in the Mountain/Pacific

and the Mid-Atlantic regions were
the most likely to be profitable, ac-
cording to the survey: 52.5% of the
Mountain/Pacific HMOs and 52.4%

of the Mid-Atlantic HMOs were
profitable in 1986.

While 45.5% of the HMOs in New

We can also make available our engineering
resources-resources helpful in reducing or
controlling property losses and in satisfying
your clients' r.eeds.

So, if you want insurers who provide capacity,
coverage, and service, talk to one of our
Commercial Property Operations Managers. And
get a new perspective on property insurance.

Affiliated FM Insurance Company
Appalachian Insurance Company
Associated with Allendale Mutual Insurance Co.
A member of the Factory Mutual System.
East Central (216) 524-9300 Midwest (312) 572-0300
New York (201) 992-9700, (212) 233-8700
Northeast (401) 275-3000
South (404) 955-2700
West (818) 704-1133, (213) 8734722
Canada (416) 494-7111, (514) 4854520

21

/¢1 33

24

England reported profits in 1986,
only 36% of those in the East Cen-
tral region, 29.7% of the -plans in
the West Central region and 17.6%
of the HMOs in the South Atlantic

region were profitable.
Of the four major types of HMOs,

the group model, in which the
HMO contracts with a group of
physicians to provide services, was
the most likely to be profitable:
51.9% of the group model HMOs
surveyed were profitable.

Forty-four percent of the staff
model HMOs-in which physicians
directly employed by the HMO de-
liver services-were profitable,
while 35.6% of the individual prac-
tice association HMOs-in which

the HMO contracts directly with
physicians or associations of pro-
viders to deliver services-were

profitable.
Only 35.1% of the network model

HMOs-in which the HMO con-

tracts with two or more groups of
physicians-reported a profit in
1986.

Besides reporting on the profit-
ability of HMOs, the GHAA survey
also explores the sources of HMO
revenues and expenses.

Premiums make up the over-
whelming proportion of HMOs'
revenues: ·The average HMO re-
ported monthly premium revenue
of $63.73 per month per member or
83.8% of the HMO's total revenues

per member per month.
Medicare/Medicaid-based reve-

nues produced monthly income of
$9.31 per member, or 9% of total
revenues. Revenues from fee-for-

service procedures or from mem-
bers' copayments totaled 80 cents
per member per month or about 1%
of total revenues, while other
sources of income, including coor-
dination of benefits payments and
interest income, totaled $15.20 per
member per month, or 6.1% of to-
tal revenues.

The HMOs surveyed reported
that total expenses equaled an av-
erage of 116.6% of their health care
revenues, which are defined as pre-
mium and Medicare/Medicaid rev-

enues.

Medical expenses made up more
than half of HMOs' overall ex-

penses, the survey shows.
The surveyed HMOs reported

monthly medical expenses of
$40.17 per member, or 54.4% of
total expenses per member per
month. Hospital expenses totaled
$21.43 per member per month, or
28.6% of total expenses, while ad-
ministrative expenses totaled
$13.90 per member per month, or
17% of total expenses.

However, administrative ex-
penses comprised a much larger
percentage of overall expenses
among younger and smaller HMOs.

For instance, administrative ex-
penses made up 35% of the total
expenses of HMOs that were a year
old or less in 1986. HMOs in opera-
tion for two to three years reported
that administrative expenses com-
prised 23.4% of overall expenses.

Older, "established" HMOs re-
ported much lower administrative
expenses. HMOs in business for
four to seven years reported that
administrative expenses comprised
only 14.2% of total expenses, while
plans that were 8 to 15 years old
said administrative expenses to-
taled only 12.5% of administrative
expenses. And those plans in busi-
ness for 16 or more years said ad-
ministrative expenses totaled only
7.4% of total expenses.

Likewise, while HMOs with
fewer than 20,000 employees re-
ported administrative expenses
comprised 25.3% of all expenses in
1986, those plans with more than
100,000 members reported that ad-
ministrative expenses totaled only
8.9% of all expenses.

Copies of "HMO Industry Profile,
Volume 3: Financial Performance"
are available for $35 from the
Group Health Assn. of America,
Publications, Department 0612,
Washington, D.C. 20073-0612.
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Legal reform moves brewing in Britain
By CAROLYN ALDRED

LONDON-A consultative docu-

ment outlining possible reforms of
the legal profession in England and
Wales will be published early next
year by the Lord Chancellor, the
government-appointed head of the
judiciary in England and Wales.

Reforms of the legal profession
in England and Wales likely will
make the legal system more access-
ible to the public.

The document "is likely to exam-
ine afresh the fundamental issues

of what activities require the ser-
vices of lawyers and on what basis
such services ought ideally to be

provided," according to the Lord
Chancellor's government depart-
ment.

Areas that likely will be exa-
mined include the case for change;

education, qualific:tiors, training
and standards; reserved areas of

work various professi,r als; and
the future role of a separate system
of trial lawyers.

Lord Mackay of Clashiern, the
Lord Chancellor, announced late
las: month that a Green Paper

would be published early next year
in preparation for introducing leg-
i:lation in the 1939/1990 parlia-
mentary session.

A separate consultation paper on

the possibility of introdueing some
form of a continger.cy fee system
will also be issued, he said.

Lord Mackay's announcement
follows several recent reviews of

the judicial system and the legal

London

profession in England and Wales
as well as increasing calls from
consumer groups and some lawyers
to improve public access to the
legal system (BI, June 27; Sept.
19).

Meanwhile, the London-based
Citizen Action Group is canvassing
members of Parliament to intro-

duce a private members' bill aimed
at improving levels of compensa-
tion for citizens harmed by the ac-
tions or products of others.

The bill would:

• Establish a Compensation Ad-
visory Board to make recommen-
dations for the levels of compensa-
tion awarded to injured persons.

• Place a duty on the courts to

consider such recommendations as

well as actuarial evidence in

awarding compensation.
• Increase the amount of dam-

ages paid in the event of accidental
death and extend the category of
people entitled to receive these
damages.

Citizen Action will promote the
bill in the next few weeks "in the

hope that a member of Parliament
who comes high in the private
members' ballot will choose to in-

troduce it in the House of Com-

mons (Britain's elected lower
chamber)."

Private members' bills are pro-

posed by individual members of
Parliament and usually cross party
lines. Although all members of
parliament have the right to intro-
duce their own bills, as opposed to
government-sponsored bills, there

We'll be openi ng
a lot more new doors

overournext140years.
A

6 i

For nearly 140 years, we've been known as one
ofthe nation's leading insurers. Our doors
have always been open to opportunity-seeking
producers. And, now, with our move to Charlotte,
the opportunities are greater than ever.

Our operating efftcieney and responsiveness
provide you with the service and competitive
products you need while maintaining the
profits essential to your growth and ours.

For example, we've given more authority
to our branch managers and underwriters.
who now have the decision-making power to
respond directly to your needs.

On the product side. our Challenger series of
commercial multi-peril policies for small-to-
medium-size businesses combines innovative

coverages with state-of-the-art automation in a
program that's as easy to rate as it is to write.

When it comes to Personal Lines, our Fire

Mark series of homeowners policies for the
upscale housing market is among the most
attractive and competitive programs in
the industry.

Our RAMS division offers ocean and inland

marine products, with boiler and machinery.
claim and engineering services second to none.

And our Special Risks Division takes on the
tougher risks domestic and overseas which
many insurers don't have the capability to write.

There's more. The introduction of enhanced

policywriting. billing and claims processing
systems. Greater reliance on and utilization
of agency/company interface, with support
designed to ftt the agency needs. And last, but
by no means least, a renewed commitment to
service.

Royal is once again where opportunity is
knocking. And our doors are open for you.

®.*.e
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Royal Ill Insurance
@ 9300 Arrowpoint Boulevard
F- Charlotte, NC 28217

is limited time during parliamen-
tary sessions for the passage of
such bills.

Usually only the first 10 or so
members names that are drawn in

an annual lottery for private mem-
bers' bills each year have the op-
portunity to present a private bill,
according to a spokesman for Citi-
zen Action.

Account movement
The current movement of insur-

ance accounts in the London mar-

ket so far has produced one big
winner and one big loser for

Lloyd's of London broker Lowndes
Lambert Group Ltd.

Lowndes Lambert, the subject of
a successful management buyout in
April, will become the sole London
broker for the worldwide property
account of U.S. retailer Sears,

Roebuck & Co. beginning Jan. 1,
confirmed Richard Shaw, chair-
man and chief executive of

Lowndes Lambert.

Sears' property account pre-
viously was placed in London by
C.T. Bowring & Co. Ltd., the Lon-
don-based subsidiary of Marsh &
MeLennan Inc.

Meanwhile, London-based con-

glomerate Grand Metropolitan
P.L.C., currently engaged in a hos-
tile bid for U.S.-based Pillsbury
Co., has switched its worldwide

property account to Willis Faber
P.L.C. after 26 years at Lowndes
Lambert, Mr. Shaw confirmed.

Grand Met's property account,

which renewed on Oct. 1, is led by
Winterthur Insurance Co. U.K., the

recently opened London-based di-
rect underwriting operation of
Swiss-based Winterthur Insurance

CO.

Big fire loss
London underwriters face losses

of more than 50 million pounds
($88.5 million) from a September
fire that gutted a potato chip fae-
tory in Corby, England.

The factory, which produced
about 400 million packets of
Golden Wonder potato chips a

year, was fully insured for prop-
erty and business interruption
losses, according to a spokesman
for London-based Dalgety P.L.C.,
Golden Wonder's parent company.

Dalgety is not rebuilding the fae-
tory because it would take at least
18 months, putting the company at
a competitive disadvantage, said a
spokesman. Instead, the company
is acquiring Corby-based snack

producer Hunter Foods, he said.
Compensation payments, in the

form of severance pay, for the 650
people who worked at the Golden

Wonder factory will be covered by
business interruption insurance
since the company insured payroll
during a loss of production.

The property insurance is led by
Commercial Union Assurance

Company PLC., according to Dal-
gety. CU's net loss after reinsur-
ance is about 2 million pounds
($3.54 million), sources estimate.

Other insurers on the risk in-

clude Guardian Royal Exchange
P.L.C., with a net retention of

about 5 million pounds ($8.85 mil-
lion); Royal Insurance P.L.C., with
a 5 million pound ($8.85 million)
net line; and Sun Alliance & Lon-
don Insurance P.L.C., with a net

retention of 8 million pounds
($14.2 million).

Loss offsets

Lloyd's of London underwriting
members will be able to offset

losses from a syndicate's under-
writing account against profits
from other accounting years before
paying commission charges to
managing agents, the Council of

Continued on page 18



YOU MAY BE SURPRISED
WHAT'S BEHIND YOUR

REINSURANCE COVE RAGE

All too often the answer is-not enough.
Because while a company may claim to pos-

sess all the necessary property and casualty
reinsurance capabilities, it may lack the most
important one of all: the resources to sustain a
lasting relationship.

Truth is, not having the right reinsurer can lead
to some unfortunate consequences. Like claims
payment delays. Uncollectible reinsurance. Incon-
sistent underwriting. And very unhappy clients.

As part of a worldwide professional reinsur-
ance network, CIGNA Reinsurance Company is
responsive to both the treaty and facultative
marketplace.

Our underwriting staff is committed to the
highest standards of excellence. And, our
knowledge and extensive experience in both
the reinsurance and primary markets enables
us to respond appropriately to the needs of
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intermediaries and client companies.
Our underwriters are supported by a dedi-

cated staff of claims, actuarial and financial

professionals. Plus, our technical services group
provides timely and valuable information which
allows the underwriters to identify and resolve
issues, before they become problems.

Finally, we have the capacity and technical
expertise to assume substantial risk. And more
importantly, financial stability, which translates
into real staying power.

Afterall, if there% nothing behind your reinsur-
ance coverage, there's probably no future in
front of it.

Building long term relationships. One more
example of CIGNA's
commitment to person-
alized service to business CIGNA
around the world.
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Lloyd's announced.

The provision fones managing
agents to share in the losses as

well as the profits of syndicates
they manage (BI, May 16').

The decision reverses an earlier

working party conclusion that a
mandatory provision might be
commercially damag.ng for agen:s.

The Assn. of Lloyd's Members
this summer mounted a vigorous
campaign to force the mandatcry
introduction of the provision,
known as a vertical ceficit clause.

The Council alsc agreed that
members should be allowed to off-

set losses on syndicates against
profits mable on others in any one
underwriting year oefore paying
commissions to memoers' agents.

Proposals for new underwriting
agency agreements were drawn up
by a working party earlier this

London

year, in response to the govern-
ment inqi.iry headed by Sir Patrick
Neill into self-regulation and in-
vestor prc tec:ion at Lloyd's.

AIG stock listing
Shares in New York-based in-

surer American International

Group Inc. began trading last
month on London's Stock Ex-

change.
Th.3 listing, sponsored by Klein-

wort Benson Ltd.: follows AIG's
listir.g last year on the Tokyo stock
market.

A&A unit expands
London-based broker Alexander

Stenhouse U.K. Ltd., a subsidiary
of Alexander & Alexander Services

Inc. of New York, is forming an in-
ternational department in Man-

chester, England.
The department is being set up to

"meet the needs for those multina-

tional companies which are located
on the North (of England), the
Midlands and Scotland," accord-
ing to a company statement.

Currently, London-based bro-
kers maintain specialist teams for
multinational companies only in
London.

Alexander Stenhouse's Manches-

ter department "reflects the proper
recognition of the substantial in-
ternational trade generated by
companies throughout the U.K.
Alsc, with many more companies
looking to benefit from the single
European market, his specialist

service will be helpful to com-
panies based in the North (of En-
gland) who are looking to expand
manufacturing or exports to the
continent," the statement added.

St. Paul (U.K)
London-based St. Paul Fire &

Marine Insurance Co. (U.K.) Ltd. is
increasing its capital to 25 million
pounds ($44.3 million) from 15
million pounds ($26.6 million).

"This further strengthening of
St. Paul Fire & Marine (U.K.)
forms part of our (restructuring)
program as part of the expansion
of the St. Paul insurance company
interests," in the United Kingdom,
said Vartkis Boghos, chief execu-
tive of St. Paul (U.K.) Ltd.

Beginning in January, St. Paul
Fire & Marine (U.K.) will under-
write all of St. Paul's international

reinsurance business that is writ-

ten in the London market, both

treaty and facultative, he said.
Meanwhile, St. Katherine Insur-

ance Co. Ltd., another London-

based St. Paul subsidiary, will
"concentrate on the expansion and
development of direct and domes-
tic U.K. business," he added.

Company formed
Gibbs Hartley Cooper Ltd., the
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Today youremployees have new needs.
Your work force is changing. The one-
income family is in the minority. Now
there are two-income families and single
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London-based brokerage subsidi-
ary of the Hong Kong & Shanghai
Banking Corp., has formed a new
company to place North American-
based insurance risks.

Gibbs Hartley Cooper North
America Ltd. will handle directors

and officers liability insurance and
general property/casualty insur-
ance for North American busin-

esses.

Simon Harrap, the new manag-
ing director, joined GHC from
Willis Faber P.L.C.

Market crash suit

Lloyd's of London underwriting
agency B.P.D. Kellett & Co. Ltd. is

suing one of its former investment
managers for funds lost during the
1987 October stock market crash.

According to the 1987 annual re-
port for syndicate 994, Phillips &
Drew Investment Services Ltd.,
which managed one-third of the
syndicate's funds, arranged for the
investment of a "relatively high
proportion of the funds in equi-
ties."

"A claim has been made against
this company upon the grounds
that in doing so it exceeded its au-
thority. The claim is disputed and
therefore High Court proceedings
have been commenced," the report
states.

Phillips & Drew was appointed
joint fund manager in July 1987 to-
gether with Whittingdale Ltd. and
Willis Faber (Finance & Adminis-
tration) Ltd.

Phillips & Drew's appointment
was terminated in November 1987,

the report noted.
B.P.D. Kellett refused to com-

ment further on the matter.

Phillips & Drew, a major stock
broker in London, closed its in-
vestment services division earlier

this year. Officials at Phillips &
Drew did not comment on the suit.

Lloyd's expansion
Lloyd's of London is examining

ways to boost its revenues from
Britain and the rest of Europe, says
Chief Executive Alan Lord.

Two "task forces" of un-

derwriters and brokers currently
are "looking at new possibilities
for business in Europe and U.K.,"
Mr. Lord said at a press conference
earlier this month.

The working groups are examin-
ing "a whole range of ways to
make the market more competi-
tive" within Lloyd's traditional
distribution system, he said.

Meanwhile, Lloyd's expects to
open its first contact office in West

Germany soon and also is seeking
to establish offices in Spain and
Greece, said Mr. Lord. These of-
fices, as representatives of Lloyd's
Corp., cannot underwrite business
on Lloyd's behalf.

Comings & goings
Christopher Price has resigned

as deputy chairman of Hogg Ro-
binson & Gardner Mountain P.L.C.

to become chairman of rival broker

Sedgwick P.L.C.'s credit insurance
division. He also was appointed a
director of Sedgwick U.K. Group,
the broker's U.K. retailing unit.

Adrian Daly, managing director
of Prudential Vita, the company's
Italian life insurance operation,
succeeds Mr. Sutcliffe as general
manager of the international divi-
sion, based in London.

Michael Jenkin has been ap-
pointed assistant general manager
and chief compliance officer of
Guardian Royal Exchange P.L.C.
in London. Mr. Jenkin was senior

vp and secretary for GRE of
America Corp.

London broker Hadley Cannon
(Holdings) Ltd. has promoted
Andy Connelly to managing
director of Hadley Cannon Inter-
national Ltd. James Bowyer is
appointed a director of Hadley
Cannon International's marine di-

vision. I



When Sir Edmund Hillary stood at
mountaineering's ultimate destination on
the morning of May 29, 1953, he wasn't
alone. Sherpa guide Tanzing Norgay crested
the summit with him. Without the assis-

tance of the "Tiger of the Himalayas" and
other Sherpa porters, Hillary wouldn't have
had a snowball's chance.

And so it is with business.

Your management has the skills.
But without the guidance of others, you
may overlook the pitfalls.

Scott Wetzel Services has provided

**¥/11 HOUT STRONG SUPPORT,
HILLARY WOULD NEVER

HAVE MADE n"ID THE TOP.

third-party risk management planning
and support to companies for nearly fifty
years. Our longevity is tempered in experi-
ence that makes it possible to provide
counsel of greater depth and flexibility
than others. With Scott Wetzel, your risk
management pjcture is melded into one
comprehensive, coordinated program.
Overseen with instant and thorough
communications.

Your company will be able to reap the
benefits of self-insurance support, from
improved cash flow to a safer working envi-

ronment through loss control programs.
Start now by calling our local repre-

sentative. Or contact our home office

at 1-800-426-5990. (In Washington, call
206-479-0200.) Ask for our president, John
Harrold. He'11 show you how to make it
all the way to the top.

EXPERIENCE WITH VISION.

SCOTIWEIZEL
SERVICES,INC.

Risk Management Planning and Support
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RIMAS launched
Continued from page 3
RIMS' "sincerest congratulations."

"We in North America, believe

me, can hear footsteps of the
Asians. You don't have 4,000 mem-

bers yet, but we can feel your ex-
citement and enthusiasm," said

Mr. Heydinger, who also is director
of risk management for Hallmark
Cards Inc. in Kansas City, Mo.

"I wish RIMAS great success,"
he added. "RIMAS is its members.

It will be successful only if all its
members participate fully. You
will benefit. Your company will
benefit. Singapore will benefit."

Although RIMAS is only months
old, members of the International
Federation of Risk & Insurance

Management Assns. approved the
Singapore association's applica-
tion to join IFRIMA at an IFRIMA
board meeting in Brisbane, Aus-
tralia, during the First World Con-
gress on Risk & Insurance Manage-
ment in October, said Mr.

Heydinger (BI, Nov. 7).
"The application was approved

by all attendants," he said.
It is now only a "formality" for

all 20 members of IFRIMA to ap-
prove the application before
RIMAS becomes a full member of

the worldwide risk management
association, he said.

Risk managers in Singapore be-
came interested in forming their
own society after RIMS held an
Asia/Pacific Conference in Singa-
pore in October 1986, said Chan
Seek Cheng, president of RIMAS
and risk management officer for
Singapore's Mass Rapid Transit
Corp. (BI, Nov. 24,1986).

In addition, risk managers in
Singapore wanted to develop an
association to fight the rate freeze
that insurers belonging to the Gen-
eral Insurance Assn. in Singapore

have imposed on all Singapore cor-
porations, said Jeanne Tan, chair-
man of the conference and execu-

tive officer-group insurance/
securities of Jack Chia-MPH

Group in Singapore.
By establishing their own asso-

ciation, the risk managers hope to
voice their opposition to the rate
freeze, under which rates can be
neither increased nor lowered, as

well as investigate risk-financing
alternatives, she said.

Under the freeze, insurers also

will not lower property/casualty
insurance rates if a company has a
superior loss history. Rates in Sin-
gapore are higher than rates
charged in other areas of the Asia
Pacific region, such as in Hong
Kong, conference delegates said.

''If there hadn't been a rate

freeze or the RIMS conference two

years ago, there probably wouldn't
be a RIMAS," noted Ms. Tan.

"But there probably would have
been something to trigger the asso-
ciation eventually," said Mr. Hey-
dinger.

Under Singapore law, RIMAS,
like all associations, had to be ap-
proved by the government after it
investigated all 10 original mem-
bers for security purposes, dele-
gates to the conference noted.

Conference attendees said that

RIMAS, which now has around 30
members, is one of the last associa-

tions to be approved before the
Singapore government decided to
call a halt to new associations.

Once the association was formed,
its members decided to hold a con-

ference to spread the word of risk
management throughout Singa-
pore, said Ms. Chan. But RIMAS
had no funds of its own and its

members were not willing to fi-
nance a conference that could have

been a failure.

"Originally, the conference was
thought to be a risky project," said
Ms. Tan.

However, RIMASmembers

found two sponsors to finance con-
ference expenses and bear the loss
if the conference failed, said Ms.
Tan.

"We were not risk-adverse," she

observed.

The sponsors were Alexander
Stenhouse Pte. Ltd., a subsidiary
of Alexander & Alexander Services

Inc., and privately owned risk
management consultant Sterling
Knight (Private) Ltd.

The conference was such a suc-

cess that RIMAS made money after
expenses and proudly returned the
sponsors' investment checks in a

ceremony at the end of the confer-
ence.

''It is our privilege and joy that
RIMAS within seven months has

launched its risk management con-
ference," said Ms. Chan at the

opening of the conference. "RIMAS
was set up because we see the need
for proper management of corpo-
rate risk. (The conference) embo-
dies the spirit of RIMAS: to pro-
mole and learn from others the

practice of risk management.

"We hope that you will be con-
vinced. .that risk management is
worth our effort and support," she
saic.

Those attending the zonferenze
came from many member nations
of :he Assn. of Southeast Asian

Nations, which includes Brunei,

Indonesia, Malaysia, the Philip-
pines, Singapore and Thailand.

In fact, some conferer.ce partic·i-
pants wondered whether risk nan-
agers in other ASEAN nations
would become interes:ed in forrn-

ing their own associaticns as a re-
sult of RIMAS and the cinference.

Conference participants also
journeyed to Singapore from Aus-
tralia, India, Europe and the
United States.

In addition, RIMAS attracted
nine companies to participate in an
exhibit area, which inoluded Eten-
house and Sterling Knight.

The other exhibitors were AIU

(Singapore) Pte. Ltd., API (Singa-
pore) Pte. Ltd., CIGNA Corp, Gal-
lagher Bassett Internat-onal, Gra-
ham Miller (Singapore] Pte Ltd.,
India International Insurance Co.

Pte. Ltd. and Sedgwick Chartered
(Singapore) Pte. Ltd. I

Risk management new
to Singapore insurers

By STACY SHAPIRO

SINGAPORE-Many Singapore-based insurers will have difficulty ac-

cepting the risk management function in Singapore corporations, an in-
surance executive here says.

However, other industry leaders agree that risk management and insur-
ance go hand in hand and that insurance is only one risk-financing tool
available to risk managers in she Southeast Asian

city-state.
Insurers have to acceft that risk management will RIMAS

make a serious contribution to minimizing risk and
financing losses, other industry leaders told dele- Singapore
gates at the first Risk & Insurance Management -
Assn. of Singapore conference.

Leow Siak Fah, chairman and managing director of insurance holding
company Sime Shield Investment Holdings (Pte.) Ltd., does not think that
insurers in Singapore will accept risk management readily. It will be a

"long time" before the onshore insurance industry in Singapore accepts
risk management, he said.

"I am pessimistic of the accegtance of risk management in this market,"
Continued on nert page
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Continued from previous page
management, he said.

"I am pessimistic of the acceptance of risk
management in this market," Mr. Leow said.

Mr. Leow was asked by a delegate whether he
would rather deal with a sophisticated client
or "keep his client in the dark."

"We view risk management as an integral part
of management and you do not," the delegate
said.

Mr. Leow responded that he was "grossly mis-
interpreted. There are constraints on risk man-
agement to grow."

Indeed, there are few Singapore companies
with insurance program budgets large enough to
justify a full-fledged risk management function,
Mr. Leow said. "As industry grows here, there
will be a need for educated, intelligent buyers of
insurance," he said. "I welcome that."

Most other delegates and speakers at the con-
ference, however, agreed that risk management
is an integral component of corporate finance
and loss control and that insurance is an impor-
tant part of risk management.

"Insurance and risk management are insepa-
rable," said R.K. Thapar, chief executive of
India International Insurance Co. Pte. Ltd. in
Singapore. "Without insurance, there cannot be

a good risk management program," he said.
For example, in addition to providing cover-

age, insurers can advise risk managers on risk
identification and evaluation and risk avoid-
ance, reduction and control techniques, he said.

Insurers also can initiate risk management
training programs and help write risk manage-
ment manuals, he said.

Nonetheless, delegates-many of whom are
just starting their risk management programs-
were told that insurance today in many parts
of the world is only one factor of the risk man-
agement function, and not necessarily the pri-
mary factor.

For many companies outside Southeast Asia,
insurance is just one of the tools managers can
use to finance risk, said Gary Buckingham, pres-
ident of AIU (Singapore) Pte. Ltd., a subsid-
iary of American International Group Inc. in
New York.

Besides insurance, risk managers have various
tools to finance risk, such as self-insurance, cap-
tives and cash-flow programs, he said.

"We take the view that as corporate insurance
buyers and risk managers become more sophisti-
cated, they will start to make use of a greater
variety of risk management tools," he said.

"The dependence on total risk transfer pro-

grams, i.e. guaranteed cost insurance, will di-
minish. This is going to happen whether we, the
underwriters, like it or not.

"If this is going to happen anyway, then we
take the view that we should be prepared to par-
ticipate and be able to provide as many of
the tools and services as we can.

"The real cost to a corporation involves the
interaction of the three elements of risk control,
risk retention and risk transfer," he said.

Mr. Buckingham noted that insurance com-
panies today that are involved in sophisticated
risk management programs offer:

• Cash-flow programs that allow insurance
buyers to retain a portion of premiums and/or
loss reserves until actual loss payments are
made.

• Captives, which are "a whole separate
chapter in the risk management story," he said.

Insurers can front for captive insurers and
give parent companies a full range of engi-
neering and claims handling expertise and ac-
cess to the reinsurance market.

• Rent-a-captives, which insurance com-
panies, including AIU, manage.

"We as underwriters are prepared to adapt to
the needs of the risk management program," Mr.
Buckingham said. I
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Premiums flat

in Singapore
and Malaysia

Growth in the Singapore and
Malaysian insurance industry is
stagnant.

Although there were 98 insur-
ance companies in Singapore and
60 insurance companies in Malay-
sia at the end of 1987, premiums
have remained flat in the last five

years, Leow Siak Fah, chairman/
managing director of insurance
holding company Sime Shield In-
vestment Holdings (Pte.) Ltd. in
Singapore, told delegates to the
Risk & Insurance Management
Assn. in Singapore conference.

Gross premiums in Singapore in
1987, excluding the 24 offshore
captive insurance companies do-
miciled in Singapore, reached
$622.6 million Singapore ($314.2
million), up from $605.6 million
Singapore ($305.6 million) in 1982.

Looking at these figures "there is
no growth in the Singapore (insur-
ance market) and there is even a
deterioration if we take inflation

into account," said Mr. Leow.
"Malaysia is not much better,"

he continued. In Malaysia, gross
premiums have only grown to $1.2
billion Singapore ($605.5 million)
in 1987 from $1 billion Singapore
($504.6 million) in 1982.

The number of non-life insur-
ance companies in Singapore and
Malaysia has dropped between
1980 and 1987, Mr. Leow said.

In Singapore, although the num-
ber of insurance companies rose
38% to 98 in 1987 from 71 in 1980,
the number of non-life companies
fell to 43, down 10.4% from 48 in
1980, he said.

And, in Malaysia, there were 60
insurance companies in 1987, down
7.7% from 65 in 1980. In addition,
the number of non-life companies
fell 10.6% to 42 in 1987 from 47 in
1980, he said.

Mr. Leow said that insurers in
both countries do not handle their

business efficiently, and he called
on insurers to "get their act to-
gether."

Mr. Leow was asked why insur-
ers in Singapore cannot make any
money although the insurers have
imposed a rate freeze since the
mid-1980s, thus forcing all insur-
ance buyersto pay above-average
premiums in the Southeast Asia
area.

Mr. Leow responded that be-
cause the Singapore insurance in-
dustry is small-altogether its size
is a fraction of the size of a multi-

line U.S. insurance company-it
does not have the resources to
carry out risk analysis that would
be needed in a free rating market.

One delegate asked whether in-
surers believed that "insurance is

the most expensive mechanism to
manage risk."

Mr. Leow replied, "I agree with
you that we do our business expen-
sively." But, Mr. Leow wondered
whether there was justification for
the "duplication of services" that
brokers, underwriters and risk
management consultants provide
worldwide.

"First, the insurance buyer has a
team of engineers to look at loss
prevention, then the insurance
company has his set of engineers to
rate the business, then the broker
says 'I'm also a risk manager and I
have engineers.' In the event of a
loss, you have three sets of engi-
neers and thenthe loss adjuster
comes in," he said, amidst laughter
from the delegates.

"My idea is that all insurers
should merge-and take control of
the brokers--and cut out the layers
and layers of cost.

"So I agree we are doing our
business too expensively. But will
it change? I doubt it will in a free
enterprise."

-By Stacy Shapiro
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Executives swap risk management tales
By STACY SHAPIRO

SINGAPORE-Three executives'

on-the-job experiences described
to members of the new Risk & In-

surance Management Assn. of Sin-
gapore illustrate risk management
at work.

From the onset of the building of
Singapore's $5 billion Singapore
($2.5 billion) subway system in
1985, Mass Rapid Transit CorT.
employees from the chairman on
down were aware of the impor-
tance of risk management ani
safety, said Dennis Ballou, MRT
project director.

A consultant-Alexander Sten-

house Pte. Ltd.-was appointed to
assess MRT's risks during the suk-
way's construction, said Mr. Bal-
lou.

And, MRT selected design con-

sultants and contractors with suf-

ficient experience and quality con-
trol to keep exposures to a
minimum, he said.

In addition, contractors were re-

quired to take full responsibility
for or.-site safety and were re-
quired to have site safety engi-
neers, warning signs and ample
lightir.g for all aspects of the con-
struction.

The MRT, however, was respon-
sible for providing insurance cov-
erage for the contractors, including
workers compensation, property,
third-party liability and marine
cargo, said Mr. Ballou.

During construction of the sub-

way system, MRT had a develop-
ment management team check the
performance of the contractors,
and another team made sure that

the concrete and steel materials

were of the proper quality and in-
stalled correctly, said Mr. Ballou.

MRT even has a special labora-

tory to check the quality of the
materials used in building the sub-
way system. "I am sure we have a
first quality system," he said.

Today, 20 out of 42 planned MET
stations are

operational,
said Mr. Bal- 1 RIMAS
lou.

Nine work-  Singapore
ers have been L-

killed during
the construction of the subway
system since 1985, and no passen-
gers have been killed, he said. Con-
ference members called that record

excellent for such a massive con-

struction project.
And, since the project has begun,

MRT has reduced its accident ree-

ord to 2.5 accidents per million
work hours from 18 accidents per
million work hours, he said.

Neverth€less, some of the acci-
dents have included:

• The destabilization of a cathe-

dral during tunneling that had to
be reinforced.

• Several tunnel cillapses, in-
cl*ling part of a road collapsing
during tunneling.

• One worker's death when he

was changing the oil on a tunnel
boring machine and another
worker turned the machine on.

• Twenty-five crane collapses,
resulting in one serious injury.

The MRT subway system is now
considered one of the most modern

and clean systems in the world, ac-

cording to Mr. Ballou.
"I congratulate you and the Sin-

gapore government on the vision
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and foresight and courage to build
the MRT, which is the most ad-

vanced and energy-efficient in the
world," he said.

The interior trains are "well-de-

signed" for security because they
have open gangways between com-
partments so the whole train is one
long corridor with seats, he said.

One of the best loss control de-

signs in the subway happened by
coincidence. There are platform
screen doors between the tracks

and the walk where people stand to
get on the subway, which prevent
riders from falling on the tracks.
However, the platform screen
doors were not designed with
safety in mind, but "to save on air

conditioning costs," Mr. Ballou ad-
mitted.

Meanwhile, Tan Teck Nguan, ex-
ecutive director of Acclaim Insur-

ance Brokers Pte. Ltd. in Singa-
pore, pointed out that 10 years ago
risk management "was unheard
of" in the city-state.

When Mr. Tan was hired at in-

dustrial conglomerate MacDermott
Group in 1978, he found out that
he would be responsible for risk
management, although he had no
training in the field.

"On my first day on the job, the
finance controller said to me, 'I

want you to set up a risk manage-
ment department, recover $3 mil-
lion Singapore ($1.5 million) in
claims which have been thrown out

by insurers, upgrade the claims
procedure, make people aware of
insurance in the company and edu-
cate the people on risk manage-
ment,' " said Mr. Tan.

Two other people were assigned
to help him with this massive task

and one of them-who kept the in-
surance files-was reluctant to let

Mr. Tan see the files.

But after Mr. Tan secured the

files and reviewed the $3 million

Singapore in unpaid claims, "I

could see why they refused to pay,"
he said. The company had receipts
for the losses, which they sent to
the insurance companies, but no
documentation. "I put the docu-
mentation together and we even-
tually recovered $2.5 million (Sin-
gapore, or $1.3 million)," he said.

Next, "raising the consciousness
of the employees about insurance
was the most difficult thing to do
10 years ago," said Mr. Tan. "It
was a real battle to upgrade these
people" and their awareness of

how to prevent losses. "Convincing
the finance controller was easy be-
cause he was young. But training
the older personnel was not easy."

When Mr. Tan joined MacDer-
mott, the company had $50 million
Singapore ($25.2 million) out-
standing in lawsuits, but with Mr.
Tan's new risk management ap-
proach, the number of lawsuits
was reduced to one by the time he
left MacDermott a few years ago.

"I identified losses and the best

method of handling risks; and I
identified the financial conse-

quences," said Mr. Tan. "At first I
called myself the risk management
administrator, but no one under-
stood what that meant, so I
changed my title to buyer of insur-
ance."

Mr. Tan said he succeeded in im-

plementing risk management pro-
grams and making employees more
aware of loss control because he

had:

• Top management support. "I
had increasing losses, increasing
lawsuits and a very intelligent
boss" to motivate the company into
action, he said.

• Respect from managers, which
had to be earned.

• A comprehensive risk manage-
ment plan to identify risks.

• A plan to control risk, whether
by transferring the risk contrac-
tually or reducing the exposure.

Continued on page 24
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Risk management history starts with Noah
By STACY SHAPIRO

SINGAPORE-The formal term "risk man-

agement" may be very new in Singapore, but
the discipline has been around for centuries,
several risk management experts point out.

Some observers suggest the history of risk
management began with Noah, who was the
first "risk manager," remarked Robert Entri-
ken, resident dean of the Singapore division of
Golden Gate University in San Francisco.

"There was no one around to write rain insur-

ance, so being in the tourist industry Noah built
an ark and anticipated what might happen,"
Mr. Entriken told an audience at the inaugural
conference sponsored by the Risk & Insurance
Management Assn. of Singapore earlier this
month.

Man always has sought to identify, evaluate
and then prevent or control the risks facing
him, his family and his possessions, added Wil-
liam C. Thomas, chairman of broker Alexander
Stenhouse Pte. Ltd. in Singapore.

Work expertise
Continued from page 22

Those in a position to appoint
risk managers should look for
someone who understands the in-

surance business: who is versatile
and technically competent; and
who is a good communicator be-
cause he will need to sell his risk

management ideas, Mr. Tan said.
Meanwhile, George F. Lazovsky,

general manager for Johnson &
Higgins in Hong Kong, credits the
chairman of ITT Corp., previously
known as International Telephone
& Telegraph Corp., with the
founding of risk management at
ITT in the United States.

It was a Thursday in 1974, the
day after a board meeting, when
then-Chairman Harold Geneen

heard that the company had lost an
entire research facility in France in
a fire, said Mr. Lazovsky.

Mr. Geneen, wondering how the
whole building had been con-
sumed, found that the insurance
companies did not require com-
plete sprinkler systems and divid-
ing walls to protect the building
from property damage, said Mr.
Lazovsky.

The chairman found that the

company was fully insured for the
property loss and the physical loss
of the research data, but could not
start up production of newly de-
veloped telecommunication equip-
ment because research data was

lost, he said. "After 3.5 years of re-
search they had nothing from the
research and found that they
would have to start again."

In fact, the loss eventually cost
the company four times more than
what was insured because of the

data loss, he said.
Mr. Geneen further inquired to

find out the cost of loss in other

areas of the company and "identi-
fied what risk managers are in-
volved in-the pure risk-where
(the company) can only lose when
things go wrong," he said. "The
chairman identified other things,
too, (such as) there's a cost of loss
that includes all those hidden

losses. He recognized that it had to
be managed."

As a result, Mr. Lazovsky was
hired by ITT as casualty manager.
Mr. Lazovsky identified the best/
worst case scenario and realized
that there was some loss allowance

in each division's budget that
could "fit into the corporate fi-
nance structure."

Then, the company could take a
buffer layer above the allowance
for a loss before insuring the re-
maining cost of loss, he said.

The result was the smoothing out
of losses for the company, which
ITT termed "chronological stabili-
zation," said Mr. Lazovsky. How-
ever, the company also learned
that "the avoidance of loss and the

prevention of loss is less costly and
more effective than the purchase of
insurance," he said. •

"From this early practice developed the for- .„' Flfs f ':p'· ,---45*.19
. 42 2 .mal discipline of risk management," said Mr. . 4 2 1

Thomas. -* 11
Probably the first corporate "risk manage-

ment" program, however, occurred during the
construction of the Hoover Dam on the Ari-

zona-Nevada border in 1933, said Professor *
Entriken. The dam was built by six companies : --
that together formed a captive insurer to write
workers compensation insurance and that hired
safety engineers to work on the project full-
time, he explained. :
"This may have marked risk management as .

we know it today," he said.
Some of the early American safety directors --

and insurance buyers developed the risk man-
agement discipline without knowing it, said Mr.
Thomas.

These corporate officials wondered why their -
company should pay the same insurance prices
as the plant down the road if their company had al'

Photo: Stacy Shapi -(i
a better safety record, he said.

Continued on nert page William C. Thomas of Alexander Stenhouse traces risk management's history.

/. 4%

f
r

f

r $

: k

L

f

Z



Continued from previous page
"The insurance buyers and the

safety director, working together,
developed a formal proposal for
the insurance companies identify-
ing their risk and the steps the or-
ganizations had taken to eliminate
or reduce those risks," Mr. Thomas
said.

"They developed a history of
losses against the premiums paid
out. Armed with this information,
the insurance buyer was able to go
to the insurance market and obtain
a rate reduction due to the factual

arguments he and the safety direc-
tor had developed."

The safety director and the in-
surance manager then went one
step further by investigating the
corporate risks and deciding which
could be insured and which could

be retained, Mr. Thomas contin-
ued.

"Our budding risk managers had
just changed the insurance-buying
activity within the organization
from a pure cost center to a center

J -h

I .

The goals of RIMS remain the same today as in

1950: 'to pursue professionalism through *#
research, education and good communication,1@F

** and to foster an open, competitive insurance *
marketplace,' says RIMS President Mr. Heydinger.

where thoughtful and proactive
management actually was generat-
ing operating cost savings," he
said.

"Without knowing it, these indi-
viduals had become our first risk

managers."
As these individuals sought to

develop the risk management dis-
cipline, informal seminars and
meetings were organized and, in
1950, the forerunner to the Risk &
Insurance Management Society
Inc. was formed, Mr. Thomas
pointed out.

The group was first called the
National Insurance Buyers Assn.

and then renamed in 1955 as the

American Society of Insurance
Management. The RIMS banner
was adopted effective Jan. 1, 1975.

In 1962, the organization held its
first conference "to provide a vehi-
cle for risk managers from various
organizations to exchange their
ideas and views in an open forum,"
said Mr. Thomas.

The goals of RIMS remain the
same today as they were in 1950:
"to pursue professionalism
through research, education and
good communication. and to foster
an open, competitive insurance
marketplace," said RIMS President

Richard Heydinger, director of risk
management at Hallmark Cards
Inc. in Kansas City, Mo.

To carry out its aims, RIMS dur-
ing the 1970s and 1980s defined
and communicated the risk man-

agement discipline, said Mr. Hey-
dinger. As a result, he said, "the
various (risk management) players
began to understand one another
and their respective roles."

The organization also grew.
Now, more than 4,000 corporations
are members of RIMS.

When the tight commercial prop-
erty/casualty insurance market ar-
rived in the United States in 1984

and 1985, RIMS formed a commit-
tee that conducted an insurance

availability study and held special
seminars to look into risk financ-

ing alternatives, Mr, Heydinger
noted.

"These alternative vehicles, in
the opinion of many of us, reduced
the- length of the hard cycle by
many months and perhaps years,"
said Mr. Heydinger.
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As a result of action by RIMS
members, more than $50 billion 01
commercial insurance premiums
now are paid to alternative risk
financing mechanisms, like self-in-
sured programs, captives and risk
retention groups, he said.

"No one or two risk managers
could have mobilized and managed
the effort," said Mr. Heydinger.
''There is power in num-
bers. . . .When RIMS speaks, gov-
ernment and the (insurance) indus-
try listens."

Meanwhile, in the early 1980s
RIMS started to look overseas to

help its members understand for-
eign risks. As a result, non-U.S.
groups explored the possibility of
becoming chapters of RIMS, "but
RIMS resisted such empire build-
ing," said Mr. Heydinger, adding
that risk managers in various na-
tions now have developed their
own organi-

zations to ad- dress issues RIMAS
within their

own coun- [ Singapore
tries. 6---

A "major
milestone" in risk management
history occurred when 20 of these
associations decided in 1984 to es-
tablish the International Federa-

tion of Risk & Insurance Manage-
ment Assns., according to Mr.
Heydinger.

"IFRIMA holds the promise of
the future: a global network of risk
managers assisting multinational
business through the application of
risk management state-of-the-art
techniques," Mr. Heydinger con-
tinued.

Against this backdrop of risk
management history comes
RIMAS, the Singapore risk man-
agement association formed in
April this year.

Through IFRIMA, which RIMAS
has applied to join, Singapore risk
managers will not have to "rein-
vent the wheel" but will be able to

build on the "good foundation"
that has already been developed by
risk managers, Mr. Heydinger
pointed out.

"RIMS stands ready to assist
you, as do all IFRIMA members,"
he told RIMAS members. "But this

is a two-way street. We will all be
looking to you as well, for assfs-
tance in this lovely part of the
world."

Several challenges face RIMAS
members that are unique to Singa-
pore, noted Alexander Stenhouse's
Mr. Thomas.

RIMAS must show that the disci-

pline of risk management can ben-
efit Singapore corporations, the
national economy, the government
and individuals in the society, he
said.

"Risk management provides for
safer work environments, safer

products and an increased stan-
dard of living and corporate profit-
ability," he said.

Also, according to Mr. Thomas,
RIMAS must:

• Continue to actively organize
and attract new members who con-

sider risk management a necessary
corporate discipline.

• Work together with the insur-
ance industry to provide a fluid
forum for the exchange of ideas.
"Insurers must be made aware of

your needs and must be flexible
and innovative in developing new
programs and packages to address
the needs of the RIMAS."

• Stress education through in-
ternally sponsored conferences and
educational facilities in Singapore.

• Take the concepts of risk man-
agement and translate them to
"address the unique risk ·manage-
ment challenges inherent to Singa-
pore's geographic setting, culture,
economic, legal and insurance en-
vironments."

• Continue to develop and gain
recognition for the profession of
risk management in Singapore and
the other countries belonging to
the Assn. of Southeast Asian Na-

tions. I



Brokers defend value of their services
By STACY SHAPIRO

SINGAPORE-Insurance bro-

kers are a vital part of a company's
risk management program, brokers
assert.

And, a company should not
switch brokers ju5t because the in-

dividual servicing the account
changes jobs, brokers add.

However, some risk managers-
and one broker-attending a con-
ference earlier this month spon-
sored by the Risk & Insurance
Management Assn. in Singapore
challenged those contentions, sug-
gesting that a company should deal
with the individual that best

knows its own risks.

And, one risk manager suggests

that companies should go directly
to insurers to place their coverage
and directly to independent risk

management consultants for risk
analyses.

But brokers at the conference

stuck to their guns, pointing out
that brokers can provide a wealth
of services to buyers.

"To meet the challenge of today's
risk management function, many
firms look to an outside resource

for professional objectives, advice
and solutions," said Victor Adam,

managing director of Singapore
broker Sterling Knight (Private)
Ltd.

"Remaining abreast of new de-
velopments, recognizing opportun-
ities that are created and evaluat-

ing alternatives can be more than a
full-time job," Mr. Adam said.

When looking for a broker, risk
managers should make sure the
broker can provide several impor-
tant services, Mr. Adam delegates

during a session on risk manage-
ment services.

For example, the broker should
be able to provide financial model-
ing and actuarial studies to help
establish the best risk financing
program, he said.

''During
the perfor- /
mance of the  RIMAS
risk analysis 1 -•
the broker/ . mingapore
consultant L..
.will seek to

identify areas where risk levels can
be reduced and will make the ap-
propriate recommendations," he
said.

Also, the broker should have the
ability to explore all alternative

risk financing techniques before
recommending an insurance pro-
gram, said Mr. Adam.

Among other duties, Mr. Adam
said the broker should be able to:

• Establish a computer data
base in which the data can be cus-

tomized to fit the needs of each cli-

ent. The client should be able to

use this risk management informa-
tion system in-house.

• Provide estimates of a com-

pany's potential losses, based on
past loss experience and future

, projections.

• Have a thorough knowledge of
local and international under-

writing practices and pricing
structures.

Brokers in Singapore should also
be well-versed in the culture, laws

and language of the city-state, said
Mr. Adam, who is a Singapore-
born Malaysian.

"Some risk managers believe
that the answer may be found in
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bringing experts from overseas,"
he said. "While this may have its
merits, it also has its limitations in

their lack of understanding of local
culture, customs and mores."

"Some risk managers have found
that while the overseas experts are

in Singapore and the work is satis-
factorily carried out, the overseas
expert's sojourn is relatively short
and when he returns home the

local broker/consultant is unable

to give the level of expertise and
service that the risk manager re-
quires," he said.

Speaking on behalf of an inter-
national broker, Ross Bovill, chief
executive of Sedgwick Services

Pte. Ltd. of Singapore, said "noth-
ing will assist implementation of
an effective program to control
total cost of risk internationally
than the appointment of a well-re-
presented and experienced inter-
national insurance broker.

"On-the-ground insurance risk
management advice in each coun-
try will be invaluable in overcom-
ing the attitudinal hurdles and
leave you free to pursue the (risk
management) program rather than
be concerned with mechanics and

details of the transactions," Mr.
Bovill said.

Following the session, confer-
ence participants held a lively dis-
cussion of brokers' role in the risk

management process.
One member of the audience

agreed that while risk managers of
big corporations need brokers to
place risks, "it is a very personal
business. Should a risk manager

move to another broker if the per-
son (he deals with) leaves one bro-
ker and moves to another?"

William C. Thomas, chairman of
Alexander Stenhouse Pte. Ltd. in

Singapore, said no. "You should
choose a company which has in-
depth services and you should not
be dealing with a company just be-
cause of an individual."

T. Ramanan, president of the In-
dian Institute of Insurance & Risk

Management, agreed with Mr.
Thomas, adding that friendships
with individual brokers usually

develop after the choice of bro-
kerage has been made.

But, other delegates disagreed.
Jeanne Tan, chairman of the con-
ference and executive officer of

group insurance/securities at Jack
Chia-MPH Group in Singapore,
said her company would stick to
one individual broker who pro-
vides competent services. "My em-

ployee benefit program has fol-
lowed one broker who has changed
jobs three times. . .because he is
the best in town," she said.

"I think you should follow the
person," agreed Tan Teck Nguan,
executive director of Acclaim In-

surance Brokers Pte. Ltd. in Singa-
pore. "Getting along with a broker
is not easy. In the 10 years that I

was a buyer of insurance, I found
that the broking company is as
good as the people who run it."

One participant suggested by-
passing brokers altogether.

"To get away from this problem,
the best thing to do is deal directly
with the insurer," said Koh Bee

Chye, president of the General In-
surance Assn. of Singapore.

"If you deal direct with the in-
surer, your chances of continuity
are better," said Mr. Koh. "But

management has to bear the re-
sponsibility. Whether you deal
with a broker or an underwriter,

the ultimate responsibility is
yours."

A broker in the audience disa-

greed with Mr. Koh.
"In the event of a claim, you

would have a conflict of interest

without a broker. If the broker is

involved and the underwriter

doesn't pay the claim, then you can
sue your broker for negligence,"
said the broker. ,
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Few sma firms offer pensions: Study
Less than 20% of employers with

60 or fewer workers offer a pension
or savings plan, a survey shows.

Yet, while only 18.6% of the
small firms surveyed for the Na-
tional Rural Electric Cooperative
Assn. offered a retirement plan,
these firms employed 29.3% of the
surveyed employees.

The Washington-based NRECA
notes that the low prevalence of
retirement plans and other types of
employee benefits among small
employers raises important public
policy concerns.

"More than three-quarters of the
workers without health coverage
and nearly 70% of those without
employer-provided retirement cov-
erage are employed in firms with
fewer than 100 employees," says
Washington economist Sophie

'More than three-quarters of the workers without
health coverage and nearly 70% of those without

employer-provided retirement coverage are
employed in firms with fewer than 100 employees,'

says Washington economist Sophie Korczyk.

Korczyk. former senior research
associate at the Employee Benefit
Research Institute and former
director of benefits research at
Peat Marwick Main & Co.

"With the relative decline in

capital-intensive industries and
growth in service-sector employ-
ment, small firms will come to em-
ploy a larger share of the work-
force. Their lack of employee bene-

fits could erode important parts of
the social safety net," Ms. Korczyk
explains.

The NRECA study included 822
employers in seven states. The
companies surveyed employed an
estimated 7,930 employees.

The likelihood that a small em-

ployer will offer a retirement or
savings plan varies with the em-
ployer's industry and with the size

AlTENTION:

of the firm.

For instance, 33.936 of the sur-
veyed employers in the finance, in-
surance and real estate industries

offered a retirement plan, while
28.1% of the services firms sur-

veyed and 24.5% of the wholesale
trade employers offered a retire-
ment plan.

However, only 17.1% of the man-
ufacturers with 60 or fewer work-

ers offered a retirement plan.
In addition, just 9.1% of the re-

tail trade employers surveyed of-
fered a plan.

Thirty-six percent of the sur-
veyed srnall firrns that have been
operating for 20 or more years
offer retirement benefits, com-
pared with 14.9% of the firms in
business for 11 to 20 years, 9.9% of
those in business from six to 10
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years; 11% of those in business
three to five years; and 7.3% of
those firms fewer than 3 years old.

The most often cited reason for

offering a retirement plan, cited by
43.3% of the employers that offer
benefits, was that employees need
a retirement plan. Another 12%
said they offer retirement benefits
to compete with other companies
for good employees.

Just less than 10% said they offer
retirement benefits because the

firm's owner wanted the benefits

for himself or herself, while 4.3%

cited the tax advantages of offer-
ing retirement benefits.

However, "the reasons for plan
adoption differed in relative im-
portance among employers," Ms.
Korczyk says.

"More than half of the employers
citing competitive reasons had 10
or more employees, while nearly
two-thirds of those citing self-in-
terest had fewer than five employ-
ees," she noted.

"These patterns suggest that for
the smallest firms a retirement

plan is a financial planning tool for
the firm's owner, but as the firm
grows, the plan can promote more
effective competition," Ms. Korc-
zyk says.

While the survey did not ask em-
ployers what type of retirement or
savings plan they adopted, "the
survey suggests indirectly that em-
ployers are adopting defined con-
tribution plans," she said.

Cost is the most prevalent reason
why small employers do not offer
retirement plans, the survey
shows.

Some 29.4% of surveyed employ-
ers without retirement plans said
that cost was the major reason they
do not offer a plan. However, while
37.8% of the firms with five to nine

employees cited cost as the main
obstacle to offering retirement
benefits, only 14.7% of the firms
with 25 to 60 workers mentioned

cost as a factor.

About 20.7% said they do not
offer retirement benefits because

they believe their companies are
too small; 19.6% said they felt
there was no need to offer retire-

ment benefits; 6.3% noted that em-
ployees' family have retirement
coverage through spousal plans or
individual retirement accounts; 6%
cited the administrative burden;
and 1.9% said they were unfamiliar
with retirement plans or did not
believe there was a plan available
to the company.

Nine percent of the employers
that do not now offer retirement

benefits, accounting for 12.3% of
all employees at surveyed firms,
say they are either "very likely"
or "somewhat likely" to adopt a
plan within the next 12 to 18
months.

The survey also notes that em-
ployers are more likely to offer
health insurance benefits than re-
tirement benefits.

Some 16.9% of the respondents
offered only one benefit to employ-
ees: 12.3% offered only health cov-
erage, 3.4% offered only life insur-
ance benefits and 1.2% offered only
retirement benefits.

In addition, 28.1% of the respon-
dents offered two benefits: 26.5%

offered health and life insurance,
while 1.6% offered health coverage
and retirement benefits.

Finally, 15.8% of the surveyed
firms offered all three benefits,
while 39.2% offered none of the
three benefits.

Copies Of the survey, "Retirement
Coverage in Smaller Firms: Evi-
dence and Policy Implications,"
are available free from Rob Lively,
National Rural Electric Coopera-
tive Assn., 1800 Massachusetts
Ave. N.W., Washington, D.C.
20036; 202-857-9633.
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Your company may or may not have
documented AIDS cases right now. But
it doesn't really matter, because you
undoubtedly willin the future.

AIDS will impact all of us. The prob-
lem is here to staf

So for insurance company and cor-
poration alike, the game has changed and
the stakes are almost beyond measure.

Over the next decade, the projected
costs of AIDS care for both employers and
insurers is staggering. Just in the next
five years, the bill could reach $40 billion.

And the projected human costs are
even greater because they are incalculable.

Naturally, we don't have all the
answers. No one does.

But we are responding.
With compassion. With understanding.
With intenigence.

How?

We've developed a better way to
handle AIDS cases with the help of John
Hancock's AIDS Case Management Service.

Specifically this service comprises
a national network of registered nurses
who coordinate the medical care of

employees or dependents with AIDS.
Working with Hancock consultants

and Employee Benefits personnel, the
program effectively reduces costs by
seeking alternative forms of care.

Including out-patient clinics.
Home health care agencies. Hospice care.

These alternatives can achieve signifi-
cant savings over the cost of in-hospital
stays. They area smart management option.

But there's an even more important
idea here.

Because our AIDS Case Management
Service offers much more than cost
containment.

By encouraging non-institutional
care, it offers AIDS patients more of the
one thing they have left to hold on to.

Their dignity.
And there's no way to put a price

on that.

Fbr more information contact

Mr. Robert Marra, Vice-President, Group
Sales and Marketing, John Hancock T-33,
P.O. Box 111, Boston, MA 02117.

Real life, real answers.

Financial Services

®

John Hancock Mutual Life Insurance Company and affiliated companies,
Boston, MA 02117
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European changes lutants, but the pub-ic is becoming managers to re-examine com-

'The (European) risk manager has to equip himself much more aware of tils and is panies' conventional risk manage-
Cont:nued #on page 3 Dalling for compensation for dam- ment arrangements," said Aly

However, the role of risk manag- with the changing perception of risk itself, not just age caused by industrial pollu- Sherazee, deputy treasurer for Un-
ers supervising European-based the changing European markets,' says tants," said Otto Graf Lambsdorff, ilever PLC,a multinational in-
risks likely will become more com- - a member of the Bundestag, :he dustrial conglomerate based in
plex and demanding despite the Geoffrey Saunders, manager of the risk West German parliamert, and re- London
possibility of lower insurance

management department of RTZ Ltd. in London. :ently appointed chairman of West • The increasing complexity of
rates, participants agreed Germany's Liberal Party technology and the increasing

"The (European) risk manager - For example, in West Germany, number of serious accidents
has to equip himself with the "people want to make the produc- throughout the world
changing perception of risk itself, "The Piper Alpha tragedy re- pensation payments throughout tion process increasingly responsi- Between 1920 and 1978, ma}or
not just the changing European vealed a very worrying trend m Europe, conference Farticipants ble for risks to the environ- industrial accidents worldwide-
markets," said Geoffrey Saunders, Europe towards 'mid-Atlantic' set- predicted ment Limits of liability are not accidents that caused more than 50
manager of the risk management tlements," noted one conference "Levels of awards for inlury in accepted by the public who wants deaths-ccurred about once every
department of RTZ Ltd , a Lon- participant Portugal are very low compared to extenc them," he noted five years, according to Michel Al-
don-based conglomerate " 'Transat-antic' settlements will with, say, (W,est) Germany," said • A growing number of large bert, president directeur general of

"Tomorrow's risk manager's role be a thing of the fi.ture, ' predicted Mr Hester, noting that Portuguese pan-European companies-to- Paris-based insurer Assurance
will be much greater than today Peter Madge, a director of London users of German products could gether with an influx of U S and Generales de France (AGF)
The techniques already are known broker Willis Wrightson Ltd , a sue in West Germany under tne EC Japanese firms fearful of exclusion However, since 1978 there have
but the perimeter of the role is subsidiary oi Willis Faber PLC directive, increasing consumer ex- from the European msrket-will been at least two serious industrial
going to change," said Christian In addition, the implementation pectations in Portugal and leading increase the dn ersity and ccm- accidents each year, Mr Albert
Rocheteau, vp of the French broker of th e EC product liability di- to a general increase in compensa- plexity of a European risk man- pointed out And, in the past five
Societe Generale de Courtage rective will give residents of EC tion awards through)ut Europe ager's ro.ei attendees predicted years alone there have been 30 se-
d'Assurances during a panel dis- nations greater flexibility to sue in • Increasing pub_ic concern in "In the Europe of 1992, corpcra- rious accidents, he said
cussion other EC ccuntries Ttis Will in- Europe about environmental risks tions will restructure and cons·,11- "This trend can be explained by

Already the "risk manager's role crease forum shopping and likely .ndustrial production has al- date, particularly the multina- the concentration of production
is changing as companies become increase the average le-el of com- wabs meant the production of pol- tionals This KilF require risk Continued on next page
more multinational," noted Steve

A Schleisman, president of Paris-
based UNAT/The European Insur-
ance Co, an affiliate of American

International Group Inc 41* ." &94"Today's risk manager has a 41*L< 775*A #142 7< 4 ' •4 - *24"' , 6,
changing function and has many 6*
far-reaching goals connected with 533.'.
protecting the assets of his com-
pany," noted Maarten W Besse- 9:944 -

* 42 6
laar, managing director of Thomas

t 7,66*
IF- 1?348*.) _- 4

Howell Kiewit (International) BV, # ·As-. X. r

a loss adluster based in Rotterdam,
Netherlands 49 7. y ,'

"The concept of risk manage-
' .t..

ment is beginning to become fun-
- 4

:. I tr'4*
1 ./14damental and more important than 21r vfC>15 4

the concept of" insurance ln Eu- fo*e __Y - . 9=lA.#/ 4 2,'
rope, said Filomeno Mira Candel, 3 ' r I . .,/ ' Z

president of the Instituto Techno-
t-- $ t

L.:,trlogico de Segundad, part of Span-
ish insurer Mapfre Corp in Ma- 5

I -

drid Spain
"The concept of risk lS devel-

oping in industry and beginning to
take on new aspects Industry is
very concerned with employee I-'. 6%
health and possible harm to con-
sumers and company image if there -- 9&47.
is an accident," said Mr Mira

Among the changes now in- 1 f

fluencing European risk manage- --
I-.

ment, the conference participants
pinpointed.

• Increasing consumer expecta-
tions and legal rights The 12 Euro-

ny-4,

pean Community countries cur-
rently are implementing the EC's .

controversial product liability di-
rective, which will introduce the The one benefit you can add
concept of strict liability for man-
ufacturers, retailers and importers
throughout the Common Market
(see story, page 34).

In addition, several non-EC AprescriptiondrugplanfromMedco-
countmes in Europe also are intro- of programs: card plans for emergency medi- n r.
ducing the concept of strict liabil- the one company with the resources and expe- cati(ms (through more than 50,000 community *B
ity, butting the burden of proof on
the manufacturer rather than the rience you need to help you reduce soaring pharmacies); mail service plans for mainte- ' s
consumer drug costs ...without complicating your life. nance medications; and integrated plans that"Implementation of the EC prod-

f*»

uct liability directive iS likely to As the nation's number one provider of qual- combine both options. No other company can
lead to increased awareness by
consumers of their new legal ity drug benefit plans, we apply proven meth- give you this single-source accountability for
rights, more product liability
claims, increased legal costs and an ods of cost control to develop a customized tracking drug utilization and costs.
increased demand for product lia- plan design to meet your special needs. Medco We know you have more than drug benefits
bility insurance in a number of
countries such as Portugal It is the only company that can provide a variety to worry about, so our plans are simple to
should also lead to more emphasis
being placed on risk management,"
said Edward J Hester, assistant

manager in Britain for Zurich In- J

surance Co of Zurich, Switzer- r

land
J

• Increasing compensation for
accidents in Europe, particularly
in the United Kingdom

Already, some companies are of-
fering higher amounts in settle- ..:

7-

ments than would be awarded by
European courts to encourage
plaintiffs not to sue in U S courts

For example, relatives of the 167
people who died when the Piper
Alpha 011 platform exploded in
July in the North Sea are being of-
fered much higher compensation
payments than is custornary in Eu-
rope to persuade the plaintiffs not
to go to court in the United States
(BI, Oct 24)
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Continued from previous page
and increasing complexity of production processes. Whenever you make
production more complex, you increase the number of single incidents
which can affect the production," said Mr. Albert.

"We have to become aware that catastrophe risks will only increase," he
added.

The increasing importance of manufacturing to maintain production
and market share in the event of a catastrophe also increases the risk
manager's responsibility.

"In the face of this increase in risks, risk management becomes more
than a moral or social obligation. It becomes an unavoidable economic
obligation, aiming to assure profitability,-' he said.

• Changes taking place in the social welfare programs of many Euro-
pean countries.

State sponsored "social security systems in most European countries are
meeting financial limits," said Mr. Lambsdorff.

The financial crisis in the state welfare systems throughout Europe is
increasing the role of private insurance coverage for health care, he
added.

For example, there is "reform in West Germany to limit the pressure on
the state health system by excluding some people from it," he noted.

"The private health system has to develop new rates and products.
The number of older people in society is going to increase a great
deal," said Mr. Lambsdorff.

There will be "new frontiers between insurance and social security sys-
tems," agreed Ruy de Carvalho, president of the Portuguese Insurance
Assn. in Lisbon, who added that "this is one of the areas most likely to be
affected by a possible redistribution between the state and insurers." I
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Executives' growing liabilitv *J *I,

to force tighter risk control *
By CAROLYN ALDRED

LISBON, Portugal-Increasing
criminal prosecution of corporate
executives and employees in Euro-
pean product and pollution liabil-
ily cases will encourage more thor-
ough risk management, says a West
German underwriter.

"The developing field of criminal
products and pollution liability is
a very important incentive to im-
prove company preventive risk
management," said Joachim
Schmidt-Salzer, an executive
member of the board of manage-
ment of Hannover, West Germany-
based Haftpflichtverband der
Deutschen Industrie VVaG. HDI is

the parent company of HDI-Kon-

zern, a group of German reinsurers
including Hannover Reinsurance
CO.

"The personal criminal liability
of individual managers at all levels
within a manufacturing or distri-
buting company for the marketing
of defective products is of para-
mount value for the goals of pre-
ventive risk management," Mr.
Schmidt-Salzer told those attend-

ing last month's International In-
surance & Risk Management Con-
ference in Lisbon.

Growing public pressure in Eu-
rope for industry executives to
take personal responsibility for in-
dustrial accidents and defective

products will encourage companies
to adopt more rigorous risk man-

that actually lowers your costs
implement, require little or no administrative

time on your part, and involve minimal paper-

work for participants. And Medco's personal-
ized care and prompt, professional service are

unsurpassed in this industry. The thank-you let-

ters we have received over the years reflect

our participants' appreciation of this unique

benefit and their appreciation of the employ-

ers who provide it.

Think of it, a benefit you can add that doesn't

complicate your life, reduces your costs, and
generates "thank-yous" instead of complaints!

Medco's plans have worked this way for hun-

dreds of other companies. Ikt them work for

you. For more information, call Michael Camp-

bell today at 1-800-654-5336, Ext. 554 or write

Medco Containment Services, Inc., 1900 Pollitt

Drive, Air Lawn, New Jersey 07410.
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agement policies, he said.
This is necessary to balance the :4,

likely negative impact the intro- 11!
duction of strict product liability '31
will have on risk management in *,
Europe, he added. 4

Many countries in Europe cur- 4
rently are switching to a system of 3
strict liability from a system of
where negligence by the manufac-
turer must be proved for the claim-
ant to recover damages (see story,
page 34)

"Under a system of negligence
product liability, it is easier to per-

suade sales managers, technicians, 
and manufacturing departments *
and the finance people to improve *
risk management. . . .In contrast, 4
strict liability means that the com-
pany is liable, even if everything
possible and feasible has been
done," he said.

"Thereby, strict liability, al-
though improving the position of j
the injured person in case of a loss,
definitely tends to 'de-motivate'
risk-prevention activities," he
said, adding that a "feeling of res-
ignation is widespread (and) the -4
transfer of liability risks to liabil- 3

ity insurers is frequently consid- 
ered the ade-

q u ate
solution."

However, mi
"experience in
the area of risk S>  14
consulting for *'· .  0?

panies shows

that there is no better argument to ,#
persuade technicians to improve f
preventive measures. . .than draw- t
ing attention to their personal «,
criminal liability," he suggested. .'*

Criminal prosecution in Europe 3
is becoming "more frequent when-*
ever products cause severe and 34
permanent physical harm to the
users or to bystanders. Undeni- /
ably, the public interest and espe-
cially the mass media play a more 
and more important role in this

context," explained Mr. Schmidt- *
Salzer. -0. 0

9%%
And, experience in Europe shows ' gr

that every level of manager and u
worker bears responsibility and S
can be liable to criminal prosecu- 41
tion and imprisonment. .42

"Subject to criminal prosecution»*i
may be the president of the com- 16»
pany as well as top executives,
middle-management executives or,)
ordinary workers on the manufac- 15
turing floor," he said. 4

In France, and other Roman law »'
countries such as Belgium, Italy, ]]
Spain and Portugal, "it is a long- Y
standing tradition that product li- '*
ability claims are decided by theASE
criminal courts in cases where *s
bodily injury has occurred and one 4
or more persons have been killed or *
severely injured," pointed out Mr. jp
Schmidt-Salzer.

Roman law is the state-enacted f
code of civil law adopted in many 1
European countries, as opposed to /
common law, which is the accumu-,3&
lation of years of interpretations <*;
by the courts. Common law is /j*
practiced in the United Kingdom %22
and the United States.

j,«f
Cases of criminal prosecution '

against company employees in
France include instances where: f._*

• Executives of three companies 40
were prosecuted and sentenced ·to ¥F
prison in 1980 after talcum powder 6*
was found to be contaminated with 4,

hexachlorophene in 1972 due to in- '*t
sufficient standards of cleanliness J©
at the manufacturing plant. The **
hexachlorophene, a white odorless
powder used to destroy and pre-
vent the growth of bacteria, had
been stored at the bottling factory .1
for other purposes.

Continued on next page

2¢f
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European execs' liability
Continued from previous page

The technical director and a WI)rker at the bottling factory

were sentenced to prison for negligence; the president of the
pharmaceutical company was sentenced to prison for "un-
duly selecting and controlling the bottling company"; and a
director of the company that delivered the hexachlorophene
to the bottling factory was sentenced for failing to attach
adequate warnings on the hexachlorophene containers.

• The owner of a dancing club and the president of a com-
pany that sold flammable plastic material to the club were
sentenced to prison in 1974 after 146 people were killed when
the club, decorated with the plastic, caught fire in 1970. It
was alleged that the president should have oeen aware of the
purpose for which the plastic was being purchased and
should have refused to deliver it.

In both cases, the criminal court also hcld the companies
and executives jointly and severally liable for the payment of
damages to the victims, said Mr. Schmidt-Salzer.

For countries like West Germany and Sw_tzerland "the ex-
perience is relatively new," he said. However·, "Germany has
known :wo spectacular criminal litigations," he said.

These were:

• The 1970 Countergan/thalidomide case in which nine ex-
ecutives from Chemie-Grunnen:hal of Stclberg, West Ger-
many, were convicted for negligent and reckless homicide
after "overstating the 'undangerousness' " of the product.

Whether criminal prosecution can be

extended to pollution involving no
physical harm to people depends on

national statutory regulations,

Mr. Schmidt-Salzer says.

Chemis-Grunnen:hal held the license and distribution rights
for thalidomide in West Germany.

• The Monza S:eel case in 1978, when four executives were
prosecuted for negligent homicide for "lack of post-market-
ing surveillance" after defective tires caused several road
accidents.

One director was sentenced to one ,year'E imprisonment
while two directors were found to be too ill tc be sentenced

and the fourth director died during Frosecution.
Since these two cases, criminal prosecuticn in both coun-

tries has increased, said Mr. Schm.dt-Salzer.
Meanwhile, the. sentence of imprisonment given by the

Court of Appeal in Italy to two top executives c f Icmesa after
a 1976 dioxin poisoning in Serveso, Italy, is a "classic appli-
cation of criminal law in matters of pollution; that is, the
injury to persons due to the emission of contaminated
vapors," he said.

It Takes One Professional

16 Recognize Another...

I.

That's Why Dick Rutan Chose AOA
In my business, you need to know you're working with
the pros. The people at Aviation Office of America un-
derstand the entire aviation insurance business. They
insure everything from general aviation to warbirds, from
corporate fleets to airport liabilily and from products
liability to airport hangars. r
I'm flying my Cessna150, Beech Baron and Long
E Z under the AOA flag, and in my book, that's
flying smart"

Dick Rutan: World renowned Captain of Voyager, Test Pilot

and decorated Air Force Combat Fighter Pilot.

Call your agent to find out how you can get on board
with Dick Rutan.

AOA WEVE GOT YOU COVERED.

Whether criminal prosecution can be extended to pollution
involving no physical harm to people depends on national
statutory regulations, Mr. Schmidt-Salzer added.

For example, criminal prosecution has been increasing in

West Germany since 1980 when the country extended crimi-
nal law relating to pare pollution under an act penalizing the
discharge of contam.nating substances into lakes and rivers.

Am:)ng the prosecutions:

• In 1 180, a production manager and a production super-
visor were sentenced to prison after glyceric acid-contamin-
ated water was discharged into a nearby river when collect-
ing tanks were full. The alternative would have resulted in a
stop in the production process.

A foreman and site worker, to whom the orders to spill the
glyceric acid-contaminated water were given, were found not
guilty because "they were entitled to rely upon the instruc-
tions received from their superiors (and) with regard to their
professional education and positions in the company, they

did not owe a criminal duty to make sure that the order
received was legal," said Mr. Schmidt-Salzer.

• In 1 981 Sive executives of one of Germany's largest com-
panies were prosecuted for the discharge of hydrochloric acid
into :n adjacent river.

The proceedings ended without a conviction when the
court applied a provision of the German Code of Criminal

Procedure allowing a charge to be withdrawn on the condi-
tion that a payment is made to an institution of public bene-
fit, said Mr. Schmidt-Salzer. I

AVIATION OFFICE OF AMERICA

Love Field Terminal Building · Dallas. Texas 75235-2841

Telephone: 214/353-1400 Telex: 73-363 FAX: 214/353-1417

Regions: Overland Park, KS Parsippany, NJ Atlanta, GA Dallas, TX Los Angeles CA San Francisco, CA

Captive growth
booms among
Swedish firms

By CAROLYN ALDRED

LISBON, Portugal-Risk man-
agement in Sweden is more highly
developed than in most European
countries, as the quick pace of
captive insurance company forma-
tions shows, according to a Swe-
den-based consultant.

At least 60 captive insurance
companies have been set up by
Sweden-based companies, said Ulf
Nordblad, vp of the Stockholm op-
aration of the Tillinghast division
of Towers, Perrin, Forster &
Crosby Inc.

Currently, 10 of the captive in-
surance companies are based in
Sweden and 50 are based outside

the country,
primarily in
Luxembourg,
he said during
last month's , 

International =Ah-di.- Insurance &

Ris k M an a ge-
ment Confer-

ence in Lisbon,
Portugal.

In comparison, there are about
232 captive insurers in Europe's
most popular domiciles, which are
Guernsey, Isle of Man and Luxem-
bourg.

Meanwhile, Finnish companies

now are recognizing the value of
risk management and also are es-
tablishing captive insurance com-
panies, according to Mr. Word-
blad, who estimated that five

Finnish companies have set up
captive insurers during the last
year.

Finnish companies are becoming
more international and more risk-

conscious, agreed William Sennett,
managing director of European

Risk Management Ltd., based in
Weybridge, England.

European Risk Management ear-
lier this year established Fin-
nish Captive & Risk Service Ltd.
in Helsinki, Finland, a risk
management consultant formed

jointly with Industrial Mutual
Insurance Co., also of Hel-
sinki.

So far, the new company has
helped establish three captives, in-
cluding one for Finland's huge pet-
rochemical conglomerate Neste Oy
and one for Finnish industrial

manufacturer Valmet Corp., said
Mr. Sennett.

Several captive feasibility stu-
dies also are in progress, Mr. Sen-
nett noted.

Meanwhile, Mr. NordbIad pre-

dicts at least 20 more captive in-
surance companies likely will be
set up by Scandinavian companies
within the next five years. I

1
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Excehs Liability Insurance
VuthoutThe Adventures In Andise.

Many companies in need of liability coverage in excess of $25 million have been literally search-
ing the globe, from the City of London to the sands of Bermuda, for stable and consistent capacity.

*t away the passports. A single policy of $75 million over $25 million in excess liability coverage
is now aVailable from the American Excess Insurance Association with offices in East Hartford and the
World Trilde Center in New York City.* Within our policy you can avoid the "adventures" of missing
layers, inconsistent language, offshore captives or disputes among multiple carriers.

The members of the American Excess Insurance Association (you may have heard us called the
'<American Slip") are among the nationk largest and strongest insurance companies. The association is
qualified to do business in almost every state of the union.

You enjoy the benefits of one claim manager, one underwriting facility, one policy of $75 million
beginning at $25 million. You may choose $50 million or $25 million policies (also in excess of $25 mil-

f lion) if they represent your top layer of coverage.*
Your premiums are tax deductible and there's no added investment or <'reserve premium" to lock

you in. Our underwriting standards are designed to satisfy a broad spectrum of
American business. 11»

And travel is entirely up to you.Just ask your broker or company agent
to call this number: (203) 528-1931. Vil

*Note: A few classes are restricted to $50 million in excess of $50 million.

Each member is severally and not jointly liable for its share, as specified in the policy, of any assumed risk. Terms and
conditions of coverage are as stated in the policy

American Excess
Insurance Association

/Ema Life & Casualty; American International Group; CNA Insurance Companies; Chubb Group of Insurance Companies; The Continental Corp.;
Crum and Forster Insurance Organizations; General Star National Insurance Company, Subsidiary of General Re; The Home Insurance Company,

Insurance Company of North America, a CIGNA company; Maryland Casualty Company, a subsidiary of American General Corporation; NAC Re Group;
Royal Insurance Company of America, a member company of Royal Insurance group; The Travelers; Zurich-American Insurance Group.

(Undenvriting member companies: The/Etna Casualty and Surety Company; American Home Assurance Company; Continental Casualty Company; Federal Insurance Company,
The Continental Insurance Company; United Staies Fire Insurance Company, General Star National Insurance Company;

The Home Insurance Company; Insurance Company ot North America; Maryland Casualty Company; North American Company for Property and Casualty Insurance;
Royal Insurance Company of America; The Travelers Indemnity Company, Zurich Insurance Company, U.S. Branch.)



NE-CALL 215-265-4170
FOR LONG-TERM AUTO
LEASING INSURANCE . 266
0 Lessors Excess Liability
• Primary Physical Damage
0 Lessors Contingent Liability
• Primary L iability Coverages
0 Residual Value Insutance

• Contingent Physical Damage
• Interim Car Coverages • $5 MILLION CSL LIMIT AVAILABLE

Be sure. Take advantage of our extensive experience with this difficult-to-place
business. Designed specifically for the automobile leasing/rental industry, our
program saves you time, cuts your costs, satisfies your customers. We do the work,
you get the credit!
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PAIGE-RUANE, INC.
INSURANCE

We Invite your inquiry and your business.
Write or call Ron Auane.

The liwin Building
P.O. Box 1562

King of Pruasia, PA 19406
(215) 265-4170 - FAX # (215) 265-1240
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Strict product liability to force
risk management emphasis

By CAROLYN ALDRED

LISBON, Portugal-European
insurers must recognize the impor-
tance of risk management and the
accurate assessment of exposures
if they are to cope with :he intro-
duction of strict product liability
in the European Community, says a
London-based broker.

While property insurance un-
derwriters value risk management
and make frequent risk surveys of
insured property, underwriters of
liability insurance do not perform
similar surveys, said Peter Madge,
a director of Willis Wrightson Ltd.
in London.

One must question whether in-
surers have the skills, the statistics

and the professionalism to under-
write product liability insurance in
Europe in the future, he told par-
:icipants at the International In-
surance & Risk Management Con-
ference, held last month in Lisbon,
Portugal.

Mr. Madge, together with Ed-
ward J. Hester, assistant manager-
United Kingdom for Switzerland-
based Zurich Insurance Co., dis-
cussed the likely impact on insur-
ers from the European
Community's product liability di-
rective, which will impose strict
product liability on importers, re-
tailers and manufacturers within
the 12 EC nations.

"Based on the past experience of
the U.S. market, the signs are by

Compare Asbestos Abatement
Liability Insurance Policies.
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Professional Environmental Contractors, Inc. is a purchasing
group for asbestos abatement contractors which has chosen Fi-
delity Environmental Insurance Company (FEIC) to under-
write its coverage. FEIC is America's most trusted name in
environmental contracting insurance. offering the highest quality
coverage currently available to the asbestos abatement indus-
try: true occurrence policies providing dependable, long-term
protection. For further information. call or write today.

no means encouraging," Mr. Madge

ity costs in the United States.

want, then something is wrong,"
said Mr. Madge.

However, "underwriters must do
their utmost to respond to the
needs of their clients," said Mr.
Hester.

"It would be inadvisable to make

assumptions about the anticipated
response of insurers to the EC
product liability directive based on
the attitude of insurers to expo-
sures in the U.S.," Mr. Hester
noted.

"The major differences between
the social and legal environment in
the U.S. and Europe are well-
known; and it was to a certain ex-
tent the frustration insurers felt
about the ever worsening cli-
mate. . .which
led un - A /0 *1
derwriters in fl fl :» ,--3
certain insur- 'LILance markets J ., ,«I'l
in the EC to re- 6..':5

5/f.,/, 1:
strict coverage ,

.Vor. Aor cease under-

writing U.S
products lia-
bility insurance for certain cate-
gories of risk a few years ago," he
explained.

However, insurers should not re-
gard the U.S. tort system as totally
different from Europe's, he ack-
nowledged.

"Already we are seeing pressures
emerging in European countries,
particularly the U.K., to introduce
contingency fees and class ac-
tions," he explained.

Meanwhile, the introduction of
strict liability in the European
Community, which will remove the
burden from the claimant of prov-
ing negligence on the part of the
defendant, will lead to increased
awareness among consumers of
their legal rights, Mr. Hester said.

This will increase forum shop-
ping in Europe, produce more
product liability claims, increase
legal costs and increase demand
for product liability insurance,
said Mr. Hester. It should also
place more emphasis on risk man-
agement, he said.

In addition, underwriters will
pay increased attention to com-
panies' quality control, record
keeping, contract conditions, ad-
vertising material, instruction
manuals and the existence of an
efficient product recall plan, he
said.

"Companies which pay insuffi-
cient attention to these aspects
may face difficulties in obtaining
adequate coverage at acceptable
premium levels," he warned.

Mr. Hester also outlined the cur-

rent position of implementation of
the directive throughout the EC
and whether countries likely will
adopt any of the three options
available in the directive.

Under those options, individual
EC nations can decide whether to:

• Adopt a developmental risk or
state-of-the-art defense.

• Adopt a financial ceiling on
product liability awards of no less
than 70 million European Currency
Units ($81.9 million at current ex-
change rates) when identical prod-
ucts with the same defect cause
more than one injury.

• Exclude producers of primary
agricultural products from strict
liability.

Continued on page 36
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Where we come from, you learn to see things from different angles.

From coast to coast, we're the leader in group Long'Ibrm Disability insurance *and a top provider of
Individual Disability protection.

But we never forget we're from Maine.
You see, finding more than one solution to a problem is a way of life here. By having a different perspective,

we're able to introduce income protection plans which are truly innovative and responsive.
And by doing this, we enable you to offer your employees disability, group life, retirement and flexible

benefit programs which meet their needs better.
We're UNUM. Ask your insurance professional about all the different ways we can solve your problems.

Or call us directly at 1-800-634-8026 (in Maine 1-800-356-8111). And then 8 UNUIMyou'll see why our name means number one in income protection.
Our name means number one.

UNUM Life Insurance Company, Portland, ME 04122 (Pension products available only through this company). UNUM Life Insurance Company of America, Portland,
ME 04122 (All states except NY) First UNUM Life Insurance Company, Thrrytown, NY 10591 (New York State only) *Employee Ben<jit Plan Review, April 1988
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More services key to retaining clients: Insurer
By CAROLYN ALDRED

LISBON, Portugal-European insurance
companies must offer their corporate clients
more services like risk assessment and loss

control, according to a Spanish insurance
executive.

By offering expanded services, insurers
will be able to diversify their product range,
thus making themselves less vulnerable to
rate cycles, according to Filomeno Mira
Candel, president of Instituto Technologico
de Seguridad Mapfre, the technical risk as-
sessment unit of Madrid, Spain-based in-
surer Mapfre Corp.

Mr. Mira addressed participants at
last month's International Insurance &

Risk Management Conference in Lisbon,
Portugal.

Corporations' concept of risk control and
risk management is rhoving farther away
from the insurance industry's preoccupation
with financial coverage, he said.

EC directive
Continued from page 34

So far, only three EC nations
have passed national legislation to
implement the directive. These are:

• The United Kingdom, whose
Consumer Protection Act of 1987

became effective March 1, 1988.
The British legislation includes the
development risk defense, excludes
agricultural products and has no
monetary limit.

• Italy, where the legislation be-
came effective July 30, 1988, with
the same options as in the United
Kingdom.

• Greece, which implemented
the directive July 30, 1988. In
Greece, the development risk de-
fense will be permitted, primary
agricultural products are excluded
and a monetary limit of 7.2 billion
drachmas ($50.4 million at current
exchange rate) has been intro-
duced.

Meanwhile, the directive still is

in various stages of parliamentary
progress in the remaining EC
countries. Currently, it appears
Belgium and Luxembourg may be
the only two countries to exclude
the development risks defense;
Belgium and France may be the
only two to include agricultural
products; and Belgium, West Ger-
many, Portugal and Spain may all
adopt monetary limits.

Meanwhile, "other European
countries which are not members

of the EC are in the process of
aligning their laws to the EC di-
rective," said Mr. Hester.

These include Austria, Norway,
Sweden and Finland.

Austria passed legislation effec-
tive July 1, 1988, which permits the
development risk defense, excludes
primary agricultural products and
has no monetary limit.

Norway's draft legislation prob-
ably will be considered by the Nor-
wegian parliament in 1989. The
draft legislation excludes the de-
velopment risk defense, includes
agricultural products and does not
apply a financial ceiling, except in
the case of pharmaceuticals.

In Sweden, the Ministry of Jus-
tice is expected to introduce draft
legislation during 1989 that is ex-
pected to follow the EC directive
closely. But, the Swedish legisla-
tion likely will extend the stat-
ute of limitation to 25 years from
10 years. In addition, the Swedish
draft legislation probably will dis-
allow the development risk de-
fense, include agricultural prod-
ucts and have no financial ceiling,
said Mr. Hester.

In Finland, consultation with in-

dustry, insurers and consumers
still must take place before draft
legislation is presented to the par-
liament. However, the present in-
tention is to disallow the develop-
ment risk defense, impose no
financial limits and exclude agri-
cultural products, pharmaceutical
products and electricity. .

Companies;in the future are

'going to askmore.and more
foran integrated-service in

which financial cover is only
one aspecti' Mr. Mira says.

Corporations' view of risk "is beginning
to be deeper and more far-reaching than
viewed by insurance companies." he
said.

He added that companies are beginning to
consider many new aspects of risk such as
"employee health and possible harm to con-
sum€ rs and the company's image if there are
accidents."

Companies in the future are "going to ask
mor€ and more for an integrated service in
which financial cover is only one aspect," he

said.

According to Mr. Mira, European corpora-
tions are likely to increase their cemanis
for analysis and evaluation of risk; pre-
vention and contrcl of risk: and loss assis-

tance.

Offering more risk management services
also will increase insurers' technica. aware-

ness and know-how, thus improving under-
writing skills, he said.

Moreover. offering alternasive services
allows insurance comganies to help their
customers cope with and control a problem
that may be considered uninsurable such as
pollution, r.oted Mr. Mira.

However, if an insurance company does
privide loss evaluation and control services,
the services should be administered through
an independent company, said Mr. Mira.

In addition, loss control services should be

sold separately and not as part of a tital pre-
mium package, he said.

'Each service has tc have a clear price and

a separate invoice,= he said.
The insrance industry already is failing

to use the sort of ad-anced information tech-

nology and technical risk assessment that
many other industriEs are using. In addition,
new discip.ines such as sociology and psy-
cnology have not ye. been harnessed by in-
surers, Mr. Mira said-

"If insurance companies cannot change
our ideas and mae .10:er to risk managers
then we are failing. This is our challenge for
the 21st century," he sald.

According to Mr. *ira, Mapfre's ITSEMAP
division cr. rrently is conducting extensive
risk assessmen: surveys for many of Spain's
fublic entities that are recognizing their
enormous liability exposures.

For example, the Spanish city of Barce-
lina, which will nost the 1992 summer

Olympic Games, and Seville, which is host-
ing the 1962 World Expo, in par:icular will
reed to par increased attention to risk man-
agement issues. Mr. Mira noted. I

"Our marine subsidiary is insuring vessels that are

Covering supertankers to sailboats, our MOAC subsidiary is the leading
U.S. marine insurance underwriter. It reached this position by provid-
ing specialized products and senices to meet marine-industry needs-
including coverage for research submarines that are bound to sink
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EC competition
Continued from previous page
only mean an increase in competi-
tion and a better deal for indus-

try," said David R. Seymour, man-
ager of offshore operations for
Royal Insurance (U.K.) Ltd. of
London.

The changes in Europe will mean
greater international competition
among insurers and a premium
price war, agreed Christian Roche-
teau, vp of the French Society of
Insurance Brokers in Paris.

"Competition is going to in-
crease, which will put pressure on
premiums," agreed Otto Graf
Lambsdorff, a member of the West

German parliament and chairman
of the nation's Liberal Party.

However, setting premiums for
commercial risks under the cost of

claims will not be accepted in the
long run nor will subsidization of
one class of business by another,
Mr. Lambsdorff warned.

Meanwhile, "I foresee that the

520/
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ability to place risks across EC
boundaries should destroy any re-
strictive practices of the market,"
said John C. Speller, a director of
Sedgwick Risk Management Ser-
vices Ltd. in London.

EC-based insurance companies
already are flexing their muscles in
preparation for the battle for mar-
ket share in the European Commu-
nity.

The acquisition activity among
companies in the EC in all industry
sectors, including insurance, is
burgeoning, conference partici-
pants agreed.

"The growth pattern of acquisi-
tiins is far greater in the EC than
the U.S. across all industries," said
S:eve A. Schleisman, president of
Paris-based UNAT/The European
Insurance Co., an affiliate of
American International Group Inc.

Between June 1984 and June

1987, there were 81 mergers and
acquisitions involving EC com-
panies in the insurance sector, ac-
cording to Ruy de Carvalho, chair-
man of Portuguese Insurance Assn.
in Lisbon.

Of these, 45 involved companies
in the same country, 22 involved
mergers of companies in different
EC countries and 14 involved

mergers between an EC-based
company and a company based
outside the European Community,
he said.

U.S., Japanese and other non-
EC-based insurance companies,
such as the powerful Swiss insur-
ers and reinsurers, also are devel-

oping strategies to ensure they are
not excluded from the EC market,
conference participants pointed
out.

For example, New York-based
AIG has united all of its continen-

tal European operations into a sin-
gle European insurance company,
UNAT, which is based in Paris (BI,
Oct. 19, 1987).

Several Japanese companies are
extending their branch networks
throughout Europe (BI, May 16),
and several Swiss insurers are con-

sidering establishing separate
holding companies within the Eu-
ropean Community, observers say.

Continued on page 40
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Info

• "Tort Liability Today: A Guide for State & Local
Governments" is an update of changes in state laws in 1987
and contains current information on the liability of govern-
ment entities and employees. The Public Risk Management
Assn. is offering the book compiled by John Pine, a professor
at Louisiana State University, in conjunction with the Na-
tional League of Cities. It is available to PRIMA members for
$15 and to non-members for $25 from PRIMA, 1120 G St.
N.W. Suite 400, Washington, D.C. 20005: 202-626-4650.

• A reprint from the International Risk Management Insti-
tute Inc.'s monthly Risk Report is available on "Liability
Coverage Enhancements for a Soft Market." The article
details ways commercial general, auto and umbrella liability
policies may be broadened to provide better coverage terms.
Free copies are available from Paul Murray, International

EC competition
Continued from page 38

"In the face of uncertainty, com-
panies are looking at new strate-
gies and tactics," said Marc E. Pec-
quet, senior consultant at Arthur
D. Little International Inc. in
Paris.

Many studies indicate that the
single EC market will be "domin-
ated by 10 to 12 insurance com-
panies," said Portugal's Mr. Ca-
rvalho.

"In 10 years' time we will see a
concentration of 10 to 15 large
European insurers and the rest
will be niche/specialist play-
ers," predicted Mr. Butt of Eagle
Star.

"There will be about 10 single
insurers able to underwrite

large risks throughout Europe,"
agreed West Germany's Mr.
Lambsdorff.

There will be fewer insurance

companies "particularly writing
industrial liability and property
business, but there will be markets
for innovative, small underwriters
with tailored products to cover and
assist with technical risks," Mr.
Lambsdorff said, adding that the
future "harsher competition will
mean some companies get elimin-
ated from the market."

"There is fairly overwhelming
evidence that there will be a lot of

'disappearers' in the insurance in-
dustry," said UNAT's Mr. Schleis-
man.

Not only will European insurers
be faced with competition among
themselves, there "will be increas-
ing competition from outside, from
banks and from U.S. and Japanese
insurers," he noted.

"There is going to be a capital
concentration among large pan-
European companies, and small
players will have to be more fo-
cused," according to Mr. Schleis-
man.

Meanwhile, insurance brokers
initially will benefit most from the
opening European market, many
conference participants agreed.

"The biggest opportunities in the
large risk market initially present
themselves for the brokers. It's a

great opportunity and a chal-
lenge," said William E. Pool, an
executive of the European Com-
mission with responsibilities for
insurance.

"If national habits are going to
be broken down, they will be bro-
ken down by the brokers,'' he
added.

Increasing competition and di-
versity of commercial insurance
products within the European
Community will greatly expand
the role of the independent insur-
ance adviser, Julian Radcliffe, a
director of London broker Hogg
Robinson & Gardner Mountain

P.L.C., argued in a workshop at the
risk management conference exa-
mining the future role of brokers in
Europe.

"The broker will play a inajor
role in making the European insur-
ance market more competitive and
more integrated," according to Mr.
Radcliffe, who added that "the in-
surance companies that know how
to work with brokers will gain a
significant advantage." I

Risk Management Institute Inc., 12222 Merit Drive, Suite
1660, Dallas, Texas 75251-2217; 214-960-7693.

• A study estimating a firm's accrued liability for pre-
funding employees' post-retirement medical benefits is
available through the International Foundation of Employee
Benefit Plans. The study, conducted by Izzet Sahin of the
University of Wisconsin-Milwaukee, is based on the as-
sumption that a company will pay all inpatient costs not
covered by Medicare Part A for a fully vested retiree. Copies
are available to members for $12 and to non-members for $15
from the IFEBP, 18700 W. Bluemound Road, P.O. Box 69,
Brookfield, Wis. 53008-0069; 414-786-6700.

• "An Introduction to Captives and Other Methods of
Insuring as an Alternative for Traditional Liability In-
surance" is written by attorney Patricia Rotchford for risk
managers, agents and associations considering setting up
captive insurance companies. The booklet describes the ad-
vantages and disadvantages of forming a captive and ex-

plains the steps necessary to form a captive. The free publi-
cation is intended as informational and is not a substi-

tute for legal or tax advice. Copies are available from P.K.
Rotchford, Box 4422, Northbrook, Ill. 60062; 312-498-2938.

• "Recommended Practices for Design Professionals
Engaged as Experts in the Resolution of Construction
Industry Disputes" offers guidelines for expert witnesses or
"hired guns" to avoid bias in court testimony. Recommenda-
tions address conflicts of interest, evaluation of reasonable
explanations of causes and effects and questions of confiden-
tiality. The guidelines are offered by The Assn. of Engi-
neering Firms Practicing in the Geosciences in conjunction
with 13 other professional groups including architects and
certified planners. Copies may be ordered for $5 each from
the association, 8811 Colesville Road, Suite G106, Silver
Spring, Md. 20910; 301-565-2733.

• The Workers Compensation Research Institute offers
Continued on next page
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" When we asked you in our last ad what you needed
to write more business and improve your hit ratio,
you told us - on tapes, in letters, and in personal
interviews. Now we're taking action.

"You said you wanted to be treated like a
customer. That you needed consistency of market, a
dear picture of what we write, and knowledgeable
marketing reps with clout.

"I'm going to see to it that Utica Marketing
Reps tell you what kind of business we're looking for
- and help you write it. Furthermore, our regional
newsletters will be reporting what we've been writing
recently in your part of the country. So that, as a Utica

Agent, you'll know what's hot with us, including our
latest target markets and specialty products.

"You asked for underwriters who'11 take the

time to get to know you. That's why we've invested
in a major training program designed to help Utica
Underwriters better understand your point of view.
And to stay abreast of every agent's experience, per-
formance and local conditions, we have an under-
writing review department in each region.

"Most importantly, you reminded us of your
right to be treated with all the courtesy and service
a customer deserves. To make sure you get jt -
always - I'm implementing an in-house education



Continued from previous page
"Performance Indicators for
Permanent Disability: Low
Back Injuries in Texas." Single
copies of publication WC-88-4 are
available free to WCRI members
and for $18 each to non-members
from the Workers Compensation
Research Institute, 245 First St.,
Suite 1402, Cambridge, Mass.
02141; 617-494-1240.

• A research report from the
Menninger Clinic's return-to-work
program, "The Menninger RTW
Scale in Disability Cost Con-
tainment: A Dynamic Simula-
tion," helps identify rehabilitation
potential among new long-term
disability claimants. The report

presents a computer simulated
cost-benefit analysis of this strat-
egy. Copies of the report, TMF-
I013-23, are available for $25 from
the Menninger Return to Work
Center, 700 Jackson, Ninth Floor,
Topeka, Kan. 66603; 913-233-
2051.

• A free booklet on insurance

planning during retirement is
available from Retirement Advi-
sors, a division of Hearst Business
Communications Inc. "Insurance"

discusses group and individual life,
health, automobile and homeowner
insurance concerns as well as the

importance of disability insurance
in retirement planning. Single
copies are available by writing on

program to keep Utica employees aware of who
brings in the business.

"Remember: if you ever have a problem, concern,
or suggestion and you're not getting action, call your
Utica Regional Vice President - or my office directly.
I'll straighten it out personally if I have to. It's the
least I can do for my customer."

company letterhead to Retirement
Advisors, 919 Third Ave., New
York, N.Y. 10022; prices for bulk
quantities may be obtained by
writing or by calling 212-421-
2400.

• Custom-tailored employee
benefit plan documents and
summary plan descriptions for
self-funded health care plans are
offered by Hunter & Associates, a
writing and consulting firm. The
documents are designed to be eas-
ily understood by staff, clients and
plan participants. Samples of the
plan documents and summary plan
descriptions are available for
$3.50. Payment must accompany
the order. Contact David H. Gluck,

ouamea-6 1785urance, iNOVemoer 14, 1966 / 1

President, Hunter & Associates,
9842 Hibert St., Suite 152, San
Diego, Calif. 92131; 619-578-
7461.

• "Preferred Provider Organi-
zations: Productive Partner-

ships for Cost-Effective Quality
Health Care" is a 48-page primer
describing the history, operation
and future of PPOs. The book was
written for the American Assn. of

PPOs by Medit Associates Inc., a
health care communications firm
in Winnetka, Ill. Quantities of one
to five books are available to
AAPPO members for $7.95 and to
non-members for $9.95. Quantity
discounts are available and pre-
paid orders may be sent to AAPPO,

Call Utica now. And start getting treated like
a customer today.
If you're already a Utica Customer, we'll be sending you
a report on Be results ofourrecent landmark survey of
agents across tbe countyy.

If you're not a Utica Customer yet, give us a call at
1-800-448-3366 (in NYS 1-800-962-9199). Or drop us
your card. Welt send you afFee report, plus injonnation
on what being a [mca Customer takes - and offers.

A
W Utica National Insurance Group

Insurance That Starts With You
Utica National Insurance Group induding Utica Mutual Insurance Company and its affiliatedcompanies, DepL HPFI, 180 Genesee St, New Hartford NewYork 13413.

111 E. Wacker Drive, Suite 600,
Chicago, Ill. 60601; 312-644-6610,
extension 271.

• The "Recreation and Com-

munity Services Risk Manage-
ment Manual" is published by the
Public Risk Management Assn. and
contains sample maintenance
checklists and guidelines for parks,
community centers and arenas
based on the experiences of Flam-
borough, Ontario. The 90-page
book also offers sample permission
forms and accident report forms as
well as a glossary of terms. The
publication is available for $12,
plus $2 for handling if not prepaid,
from PRIMA, 1120 G. St. N.W.,
Suite 400, Washington, D.C. 20005;
202-626-4650.

• The Alliance of American In-

surers has published "Hazard
Communications Guidelines,"
which offers employers informa-
tion about chemical inventory,
hazard determination, material
data safety sheets, labeling re-
quirements and employee training.
It serves as a reference for compli-
ance with the federal Occupational
Safety and Health Administra-
tion's hazard communication stan-

dard. The book is available to Alli-

ance members for $4 and to
non-members for $8. Orders should
be sent to the Alliance of American

Insurers Customer Service Depart-
ment, 1501 Woodfield Road, Suite
400 West, Schaumburg, Ill. 60173-
4980; 312-330-8500.

• "When Disaster Strikes:
How to Handle Law Office

Emergencies" has been published
by the American Bar Assn.'s Sec-
tion of Economics of Law Prac-

tice" and is based on the Lawyer's
Club of San Francisco's task force

on law office disaster planning.
The publication covers preparation
for natural disasters including
earthquakes, storms and floods;
technological breakdowns, includ-
ing blackouts and industrial ex-
plosions; social disturbances, in-
cluding bomb threats and labor
strife; and health disasters such as
epidemics and pollution. Copies of
the publication are available for
$16.95 each plus $2.50 handling
through the ABA, Order Fulfill-
ment Department 511, 750 N. Lake
Shore Drive, Chicago, Ill. 60611;
312-988-5555.

• A "Supervisor's Training
Manual: Accident & Injury Re-
porting," the accident manual de-
veloped by the city of Southfield,
Mich., is now available from the
Public Risk Management Assn. The
procedures outlined include aiding
accident victims, reporting guide-
lines and reporting forms for em-
ployees and supervisors. The man-
ual is available through PRIMA's
OUTREACH service. Copies are
$12, plus $2 for handling for billed
orders, from PRIMA, 1120 G St.
N.W., Suite 400, Washington, D.C.
20005; 202-626-4650.

• Strategic planning concepts
for self-insured businesses are
available in the second quarter
1988 Risk Financing Newsletter
published by the International
Risk Management Institute Inc.
Free copies of the newsletter are
available from Paul Murray, Inter-
national Risk Management Insti-
tute, 12222 Merit Drive, Suite -
1660, Dallas, Texas 75251-2217;
214-960-7693.

Have a new report, booklet or edu-

cational brochure you'd Uke to
send to buyers of insurance? Busi-
ness Insurance will describe ma-
terial costing less than $35 as an
editorial service in the Info cot-
umn. Simply send us a copy of the
item to be offered and a short de-
scription of it, along with the cost
and a mailing address. Address alt
contributions to Info, Business In-
surance, 740 N. Rush St., Chicago,
Ill. 60611-2590.
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r Sweet Spot
* for Specialty Risks

Get an advantage on risk placement. For primary
and excess liability and excess property coverage,
call the underwriting pros at General Star today.

A' GENERAL
STAR

• Market Stability
• Financial Strength
• Underwriting Quality

General Star Management Company, Stamford, CT • Specialty underwriting for primary and excess risks through appointed surplus lines brokers
New York (212) 770-0150 • Chicago (312) 207-5400 • Los Angeles (213) 383-7734 • Stamford (203) 328-5700

A member of Genual Re e Group
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Case management
Will more psychiatric patient screening lead to disasters?

By Dr. Kenneth D. Gaver The court also held physicians responsible if they firms better understand the issues that need to be
don't question procedures forcefully enough that reviewed as any contract for psychiatric case

IN RECENT YEARS, psychiatric hospitals and jeopardize a patient's health "Physicians who management services is developed
physicians have reported an increasing number of comply without protest with limitations imposed by The items to be considered include

patients screened by case management firms As a third-party payer cannot avoid ultimate 7 History of the organization Request the names 6
many as half of the patients at one East Coast responsibility for patient's care," the court ruled of previous and current clients. Talk with them
psychiatric hospital, for example, are monitored by Surprisingly, case management firms are often about their experience with the firm

* case management firms And the hospital's medical unwilling to provide any sort of explanation of the 1 Staffing patterns Good psychiatric benefit
director predicts the number will grow criteria used to flag cases for case management In management requires the expertise of mental health

As the numbers increase so, too, do questions NAPPH's survey of the private psychiatric professionals
about the proper role of psychiatric case hospitals, 42% said case management firms rarely 1 The contractual agreement Any and all
management and fears that misuse will lead to explain their criteria In addition, more than half obligated services should be spelled out clearly in
disasters For far too many employers, insurers and half-52%-said case management firms apply the contract

case management firms, case management is strictly criteria inconsistently + The organization's flexibility to change Due to
a cost-savings technique Promises of up to 50% Case management firms claim that screening the highly competitive nature of today's health care
savings pander to this misperception criteria are proprietary Says one, "If we teach delivery industry, the more easily a system can react <

Not only may needed benefits be denied, but the others how we do our business, we'11 go out of and adapt to market conditions, the more successful 11%

problems compound at the worksite if mentally business " it will be

impaired workers are treated madequately But employers should demand a clearer 7 Working relationships Clear communication
Consider for example, the cost of lower employee explanation of how employees are selected for of the goals and expectations of the utilization
productivity and absenteeism review Guidelines built td cut or guarantee cost review and case management programs must be

Furthermore, the problematic, day-to-day savings can be the formula for disaster dissatisfied maintained with all parties involved
experience that most hospitals confront with v' Procedures and appeals processes Good
psychiatric case management- raises several major
cautions fpeaking out employee relations demand that any

cost-containment program permits an appropriate
In a recent survey of 94 private psychiatric appeals process for employees

hospitals conducted by the National Assn of Private employees and untreated mental illness. 1,0 Types of client reports available. Utilization
Psychiatric Hospitals, 64% said they believe There must be clear communication and review and case management firms should provide
psychiatric case management arrangements have documentation between the employer and case several reports to clients on a monthly and quarterly *5
made it extremely difficult to provide needed care management firm. basis These reports should show exactly where

How far should a case management firm go in Employers should, at the very minimum, have the employers are spendmg their benefit dollars. Using1
superseding a chnician's role? Is it proper for case opportunity to review the criteria used by case this data, a company or third-party payer may in
managers-often disembodied voices on the management companies to be certain that it is some cases compare its employee mental illness
phone-to interfere in the delicate bond established soundly based on clinical judgment utilization experience with that of other employers

t
between a patient and physician, which is of A few case management firms will indicate in the same industry group and/or with other
particular importance to psychiatric care? categories of illness that automatically trigger employers These reports should also be available to 5

Clearly, following up on a psychiatric patient Is review by their system. For example, one company the provider, upon request
quite different from contacting someone to check on flags all schizophrenia diagnoses and all adolescent Case management can and should be a helpful
their broken leg With all case management-and psychiatric admissions. addition to employees' health benefits When
psychiatric case management in particular-it is Yet a system that reviews every psychiatric case conducted properly, case management serves as a
vital that case managers be fully trained and can be costly, and unnecessary Physicians report bridge for employers, insurers, providers and
expenenced in working with and evaluating they spend an increasing amount of their time on patients by encouraging dialogue and ensuring
psychiatric illness the phone talking about patients with case patients have access to the most appropriate

Meanwhile, the thorny question of legal liability managers Many of these time-consuming calls are treatment settings for their individual needs
has yet to be played out fully in the courts. If unnecessary and rob physicians of direct
psychiatric care is denied and an adverse reaction patient-care time Dr Kenneth D. Gauer zs .

F
occurs, such as suicide, who is responsible? The In addition, some hospitals have reported case president of the National Assn of 
doctor who let the patient go untreated, or the management approvals of only one day's inpatient Private Psychlatnc Hospitals in
employer that hired the case manager9 coverage-hardly enough to be a proper evaluation Washington, D C., and is medical ,

The only legal guidance on case management is of any sort of intensive treatment Such arbitrary dzrector of HCA Houston
Intemational Hospital. For a fTee1 outlined in the 1986 California Court of Appeals' decisions-based solely on cost, not inpatient
copy of the NAPPH's 16-pageWickl:ne decision on a premature medical care-waste everyone's resources And they are an
booklet "Ensuring Gooddischarge The court held that "third-party payers inappropriate application of the case management
Psychiatric Benefits' A Pnmer on EEP..

of health care services can be held legally concept Benefit Design, Psychiatric Case
accountable when medically inappropriate decisions Because poor case management can cause so man Management and Quality " which contains a more 6
result from defects in designs or implementation of problems, the NAPPH has prepared a checklist to detailed checklist, contact the NAPPH at 1319 F St t.
cost-containment mechanisms" (BI, Sept 19). help employers, insurers and case management N.W, Suite 1000, Washington, D C 20004
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- Captives viable during soft market
/4

By R. Michael Cass While these choices may appear owners has reached full maturity In company, they could have the
attractive, especially from the the past, captives have been created in opportunity to negotiate directly with

DURING SOFT MARKETS, a time standpoint of enhancing the current situations of urgency, when prices different professionals that may offer
of less expensive insurance costs year's budget, lt might prove to be a from conventional markets were more flexible types of coverage

and the availability of broader shortsighted approach when compared relatively high or coverage was Furthermore, they may encounter
coverages, purchasers of commercial with the opportunity to stabilize and difficult to obtain Often, the growth longer-term incentives and support
property/casualty insurance have a restructure the risk transfer function. of captives slowed as soon as prices both within and without the formal
choice of directions they may take in The captive concept is now decreased and coverage availability confines of the documented

transferring risks Some obvious recognized as a viable mechanism for increased. relationship
options would be to negotiate less practically every purchaser of Those organizations that have ever An initial step m the process of
costly premiums with their current commercial insurance Whether the thought about creating a captive establishing a captive is for the risk
insurers or to change insurance captive is a stand-alone or part of a should give it serious consideration manager and chief financial officer to
companies to obtain the best available group arrangement with other buyers, during the current market By forming decide precisely what lt lS they seek

gl price. its usefulness in insuring the risks of and managing their own insurance Continued on next page
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Captives viable during soft market
Continued from previous page
from the organization's risk financing
mechanism. This enables the risk

management team to develop a list of
priorities that will facilitate decision
making. Some points to consider
might include:

• Is the security offered by a
particular insurer or reinsurer within
specified guidelines?

• Will the risk transfer program
promote optimal coverage and
premium retention/transfer through
all types of markets?

• Does the insurer/reinsurer take a

long-term view of the relationship?
• Does the insurer/reinsurer

understand the organization's
program and objectives?

• Have current tax regulations been
reviewed as to possible implications?

In operating within a captive
structure, the risk manager may begin
to realize why many reinsurers have a
perspective different from insurers.
Reinsurance contracts are individually
constructed and reinsurers have

consistently taken a longer-term view
when entering into client
relationships. A primary function of
reinsurance is to level operating
results. Accordingly, both parties to
the relationship must understand that
it may require many years of
association to create a mutually
beneficial equilibrium.

Perhaps a fundamental question to
be reviewed by the organization
considering a captive is: "Are we a
desirable insurance risk?" If the

answer is yes, most likely the captive
can be structured to attract

reinsurance support. The risk
management staff must then address
those features that would be carefully
evaluated by any reinsurer considering

A captive insurance

company offers its owners
more control over the

destiny of their risk

management program.

the opportunity to become involved
with the captive operation. Some of
the more important factors include:

• Adequate capitalization. The
proper financing of a captive is the
first indication from management of
their commitment to the program.
Generally, this means maintaining a
surplus in excess of any minimum
requirements and a retention
(participation) consistent with the
parent organization's ability to
withstand loss.

• Commitment. In addition to

proper financing, the captive owner

should demonstrate j
a long-term
commitment to the

program by its
willingness to enter
into risk transfer

relationships that
are several years in
duration. The risk

manager and the
captive should have or plan to provide
the management or financial controls
required for a well-managed facility.

• Mutual confidence. Reinsurers

have always preferred developing
relationships with organizations that
view reinsurers as a valuable asset and

resource. This attitude is manifested if

the reinsured entity's encourages
involvement by the reinsurer in
analyzing day-to-day operations of the
captive.

A captive insurance company offers
its owners more control over the

destiny of their risk management
program, particularly as to the supply
of available capacity.

By forming and operating an
affiliated insurance company,

management has the opportunity to
build its own full-time professional

staff to assist in managing its
risk-assuming operation.

It is management's responsibility
and prerogative to determine those
functions-such as actuarial and

systems requirements-that are best
suited for purchase from outside
vendors.

The importance of loss control and
claims handling must not be
overlooked. Insurers and reinsurers

alike are concerned that their clients

be involved in reducing risk wherever
possible and in dealing efficiently and
professionally with claims. A

well-managed
claims function

greatly reduces the
chance of a minor

loss becoming a
catastrophic claim
because of

inadequate
- administration.

When viewed at

arm's length, the captive may be seen
as a means for applying more
transferred dollars to risk financing.
Since catastrophic loss cannot be
self-insured, that capacity usually is
obtained from reinsurers, which have

relatively fewer internal expenses than
insurance companies. Generally, this
is because reinsurers have fewer

policyholders (reinsureds). The result
is less bureaucracy, a more efficient
system of delivering services and a
smaller support staff.

By positioning a captive and
maintaining its attendant structure,

support services and reinsurance
capacity, management acquires

greater latitude for reacting to
changing market conditions that can
severely disrupt budgets and place
extraordinary demands on available

personnel. It is much easier to deal
with retentions under a reinsurance

program than to negotiate total
insurance coverages purchased with
token or non-existent participation.
This is particularly true when the
insurer is under significant pressure to
improve earnings per share.

The captive company can offer input
regarding policy forms, coverage and
cost. When applied to its reinsurance,
the protection afforded by properly
structured reinsurance contracts can

be based on experience gained over
several years. While reinsurance prices
will also increase in a hard market, the

impact will be mitigated by varying
retentions already in place together
with the stabilization of results

effected by appropriate reinsurance
programs.

This discussion has highlighted the
efficiencies of the private, affiliated
insurance entity. By purchasing
reinsurance and providing for

required specific services-either by
establishing permanent assistance
in-house or obtaining such support on
an as-needed basis-the captive

operates more efficiently and can
apply more net dollars to the payment
of losses.

Additionally, the captive represents
a means by which the organization can
demonstrate a hands-on approach to

its risk management program.

R. Michaet Cass is

president and
principal consultant
of R.M. cass
Associates, an
insurance and

reinsurance

consulting firm
located in Barrington,
Ill.

Book offersex compensation optionS-
"Fundamentals of Flexible Compensation
By Dale L. Gifford and Christine A. Seltz
John Wiley & Sons, 605 Third Ave.,

New York, N.Y. 10158; 212-850-6497

1988, 484 pages including appendices
and index.

$95.00

By Stacy Adler

66AFLEXIBLE APPROACH involves opening
up a benefit and compensation program to

individual choice," write Dale Gifford and Christine

Seltz, partners with Hewitt Associates of
Lincolnshire, Ill. Their comprehensive text explains
the origins, structure and day-to-day mechanics of
flexible compensation programs.

"The degree of flexibility offered varies
substantially, depending on the type of program
adopted. For example, a program allowing
employees to use salary reduction to convert
contributions for benefits from an aftertax to pretax
basis provides more limited flexibility. In contrast,
a choice-making program that permits employees to
decide among types of benefits, levels of coverage
and forms of compensation--cash, savings or benefit
purchase-provides a relatively high degree of
flexibility," the authors write.

In practice, they say, most of the more than 800
employers that have implemented a flexible benefits

Books & ideas

plan have programs that fall somewhere in between
the two extremes.

The book, which is written in an

easy-to-understand style, provides information
useful to both the novice and seasoned employee
benefits manager at both large and small companies.

"Fundamentals of Flexible Compensation" is
divided into seven parts:

• Part I provides an overview of flexible benefits
programs. Here the authors provide a thorough
history of the development of flex plans and a
review of the alternatives to flex plans. Also
included in this section is a step-by-step guide to
implementing a flex plan.

• Part II concentrates on the legal and regulatory
environment surrounding flexible benefits plans.
Included in this section is a detailed discussion

of the Tax Reform Act of 1986, which amended
Section 125 of the Internal Revenue Code. This

section also provides definitions of key terms and a
review of all the documentation, reporting and
disclosure requirements facing employee benefits
managers who implement a flex plan.

An appendix to this section includes excerpts
from Sections 125, 401(k) and 6039(D) of the tax
code as well as some of the relevant Internal

Revenue Service regulations.

• Part III focuses on the specifics of designing a
flexible benefits program. This section is organized

by the types of benefits employees can choose from,
such as: health care coverage (including medical,
dental, hearing and vision coverage); death and
disability coverage; flexible spending accounts;
vacation time; and retirement options. Each section
describes what benefit managers should consider

when deciding to offer these benefits.
• Part IV examines the structure and financing of

flexible benefits programs. Also included in this
section is a discussion on how to work with insurers

when developing a flex plan.
• Parts V and VI explain the steps involved in

communicating and administering a flexible

benefits program. A detailed description of the
non-discrimination tests employers must meet is

included. An appendix to Section VI has excerpts
from the relevant sections of the Internal Revenue

Code and the Tax Reform Act of 1986. Section VI

also includes information on how to train human

resources personnel to handle a flex plan.
• Finally, Part VII of the book focuses on a

financial analysis of flexible benefits programs. This
section includes a model for performing cost/benefit
analysis of a flex plan.

For the benefit manager who is considering
implementing a flexible benefit plan, this book
contains a comprehensive summary of information
he or she will need to carry make a judgment.

9
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SO MAYBE SOME PEOPLE DO KNOW
MOREABOUTRISKTHANWEDO.
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At Montgomery and Collins, we consider ourselves
somewhat of an authority on how to handle risks.

And why shouldn't we?
In our more than 50 years in the E&S business, we've

helped place insurance for nearly every risk under
the sun. (As well as a few orbiting around the sun.)

From mammoth-sized to minuscule. Banal to

bizarre. And since no two risks are created equal,
neither are their coverages. Which is why we work
with over 40 different E&S specialty companies. All
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Dixon Crols-ihg Niagara. 1890 --

well-established. All over the world. Solving problems
with common risks. As well as complex risks.

Without incurring an additional risk: Wasted time
for you and your clients.

So when it comes to marketing a risk,why take a risk?
Talk to the people who are bound to know more

about it.

Than almost anyone.

{) Montgomeryand Collins, Inc.
a CIGNA company
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Samaritan's death compensable I
The widow of an employee killed while the

employee was rendering emergency help to a
An administrative law Judge determined they

Legal briefs were not dependents and, therefore, had no

stranger injured on the highway was entitled to statutory right to recover The compensation
workers compensation death benefits, according to one being where an employee as part of his Job is commission affirmed and was upheld by the trial

the Court of Appeals of North Carolina required to brlng his own car to work for use during court

Timothy D Roberts was a furniture designer with his working day On appeal, Mr Nosser's heirs argued that the

Burlington Industries Inc in Lexington, N C He In that case, the court said that Mr, Jenkins' trip non-dependent survivors of a deceased worker
lived with his family in Thomasville, NC, and to and from work is, by that fact alone, embraced suffered discrimination under the law because the

drove his own car to work within the course of his employment. law precluded payments of compensation to
His Job did not require any contact with the The court emphasized that an employer cannot non-dependents and any action in tort was barred

general public since Burlington sold furniture cloak itself in immunity when, for its own by the exclusive remedy provision of the law The
directly to retailers advantage, it demands that an employee furnish the court said that, while certain parties and even

On Nov 18, 1982, Mr Roberts went on a business car on the job certain injuries may be excluded from the group

trip with co-employees to another plant in Ashville, Mr Jenkins was awarded benefits. designated as those deserving compensation, such
N.C They returned that evening by plane to the Jen/cms us The Tandy Corp , Court of Appeals of exclusions do not necessarily render the provisions
Greensboro airport, where each employee picked up Oregon, June 24, 1987 (BI/02/June-$10). unconstitutional.

his own car The court concluded that the purposes and
At about 730pm,Mr Roberts was driving his objectives of the act have a rational basis andCGL insurer denies cover

car onto the ramp heading toward the interstate further a valid state purpose even though it
highway He stopped his car and was asked by A provision in a comprehensive general liability precluded recovery for certain parties such as
another motorist if he could assist a pedestrian who insurance policy defining an insurable occurrence as non-dependents
had been hit by an automobile Mr Roberts offered an accident resulting in personal injury or property Nosser dependents us Natchez, Jitney, Jungle,
to notify the authorities and did so He remained to damage "neither expected nor Intended from the Supreme Court of Mississippi Aug 5, 1987 /47-4 &05-wave cars off the ramp standpoint of the insured" excluded a claim against (BI/05/June-$10)

While standing on the ramp, Mr Roberts was a policyholder by its employees for an alleged

struck and killed by cars driving down the ramp. intentional tort, accordmg to the Supreme Court of Exclusions not listed in sales materials
Mr Roberts' widow filed for workers compensation Ohio :-9.*de-death benefits In 1980, Cincinnati Insurance Co issued a The Supreme Court of Appeals of West Virginia

Her claim was denied because the accident was 1
ruled that an insurer could not assert an

not found to arise out of Mr. Roberts' employment Intentional torts allegedly committed by
actively-at-work condition to avoid liability under a 5

with Burlington. group life insurance policy, where no such condition f

The appellate court said that the phrase "arising an employer against its employees are was contained in the sales or promotional materials .

out of employment" refers to the origin of or cause not covered by a policy that provides issued by the insurer

of the accidental injury and there must be some protection for bodily injuries 'neither The Creasey Co , a wholesale food distributor,
N

causal connection between the employment and the established a group life insurance program for its
expected nor intended by the employer.

,

injury
employees and customers with the assistance of a

The court concluded that Mr Roberts' local insurance agent

humanitarian actions while driving home from comprehensive general liability policy to VIP Melvin Romano, a sole proprietor of a meat

work, wherein he tried to save the life of a stranger Development Inc Thereafter, two of VIP's market and a customer of Creasey, expressed an
4,interest in joining the group He signed aninjured on the highway, benefitted the employer by employees were injured when the boom of an

increasing Burlington's goodwill The court cited excavator came into contact wit a high voltage
enrollment card on Oct 23, 1977, which was

newspaper articles and news items of the accident electrical power line retained by the agent and forwarded to the insurer,

naming Burlington Both the employees sued VIP alleging an New England Mutual Insurance Co
Thereafter Mr. Romano ended his business

"Although the extent to which Burlington intentional tort

benefitted is uncertain, that benefit need not be VIP notified its insurer and requested defense of operations, sold the inventory but retained several

direct to show that the employee's injuries arose out the litigation. The insurer denied coverage and large pieces of refrigeration equipment After

of his employment refused to defend closing, he planned to open a new meat shop and

The court awarded death benefits to Mrs Roberts Thereafter, VIP brought an action seeking a also worked directly for Creasey as a sales

Roberts us Burtington Industries Inc, Court of declaration that the insurer had a duty to defend it
consultant

Mr Romano received a confirmation from the p
Appeals of North Carolina, June 16, 1987 in the employees' suits The trial court ruled against

+ insurance agent that the start-up for the plan would f.(BI/04/June-$10). VIP but was reversed by an appellate court
be July 1, 1978 An enclosure summarized the

The state Supreme Court emphasized that the
eligibility requirements as employees working 30 or ?

Parking lot injury compensable policy under consideration here specifically
more hours per week No mention was made of anyexcluded coverage for bodily inJuries to employees Y

An employee's trip to and from work lS embraced policy conditions or additional requirements ofof VIP arising out of and in the course of their 4.

within the course of employment if the employee is eligibility.
employment

required to bring his car to work for use during the Mr Romano was hospitalized on June 26, 1978,
According to the court, intentional torts allegedly 31

day, according to an Oregon appellate court committed by an employer against its employees are with a myocardial infarction and died July 2, 1978, 5
Leonard Jenkins worked as a salesman and

not covered by an insurance policy that provides one day after the master policy became effective
manager of the computer department of Tandy New England denied coverage for Mr Romano

- 7*5*.-991 9.
protection for bodily injuries "neither expected nor

Corp in a store located in a shopping center The intended by the employer " because he was not "actively at work" on July 1,
stores in the center were arranged in an "L" shape Thus, the court said that the insurer here had no 1978, which was a condition precedent to coverage
and fronted on a large parking lot owned and duty to defend VIP in the suits brought by its under the master policy Mr Romano's estate sued
maintained by the shopping center operator. The lot employees. the insurance agent and insurer but lost in trial
fronted on a public highway court.

VIP Development Inc. vs. Cincinnati Insurance
Mr. Jenkins and his co-workers customarily The appellate court said that, when an insurerCo., Supreme Court of Ohio, Sept 9, 1987

parked in a certain part of the lot, approximately 11 provides sales or promotional materials to a(BI/05/June-$10).
feet from his employer's premises policyholder under a group insurance policy that 1

S Tandy required Mr Jenkins to have his personal the insurer knows or should know will be relied

car available at work to make calls to the homes and Only dependents eligible for benefits upon by the policyholder, any conflict between such
businesses of its customers two or three times a In a case of first impression, the Supreme Court of materials and the master policy should be construed
week after work. Mississippi has upheld the constitutionality of the in favor of the policyholder

On Nov. 10, 1985, Mr Jenkins left work about an state's Workers Compensation Act limiting death Thus, the court said that New England was barred
hour after closing time intending to go to his car benefits to dependents from asserting contrary provisions in the master
and drive directly home While en route to his car he Peter John Nosser Jr was the assistant manager policy.

was struck and inlured by a car driven by a of a store. One Sept. 4, 1982, Mr Nosser and another Romano vs New England Mutual Lde Insurance
customer of one of the shopping center's other employee were killed in the course of and scope of Co, Supreme Court of Appeals of West Virginia.
tenants their employment during a robbery

Mr Jenkins' claim for benefits was denied. At the time of his death, Mr. Nosser was These abstracts were prepared by Cases Untimited *
On appeal, the court noted that, generally, unmarried and had no children or any others Inc. Copies of these decisions are avadable by

injuries sustained going to and from regular places dependent upon him for support. sending a $10 check payable to Cases Unlimited to
of work are not compensable However, the court Mr Nosser's parents, brothers and sisters sought Business Insurance, 740 N Rush St, Chicago, Ilt.
said that there are exceptions to the general rule, compensation. 60611-2590. List the number for each opinion
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that it takes more than one person to make sure your business property is insured properly.

We believe-as with all business insurance we write-that ittakes the combined
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ABA benefits conference

FASB official defends reti ree health proposal
By DEBORAH SHALOWITZ

WASHINGTON-Although em-
ployers may not like proposed ac-
counting standards requiring com-
panies to recognize retiree health
care liabilities and the cost of those

liabilities on their financial state-

ments, potential corporate inves-
tors need to know this information,

says an accounting expert.
The Financial Accounting Stan-

dards Board, based in Norwalk,

r

Conn., plans to issue an exposure

draft of the new accounting rules
in the next several months, Diana

Scott, a FASB project manager,
said last month at the "Health and

Welfare Benefit Plans" conference

sponsored by the American Bar
Assn.

When FASB began considering
development of an accounting rule
for post-retirement benefits other
than pensions, the board first ad-

dressed the question of whether

AVIATION

there is a liability and if it should
be recognized, Ms. Scott ex-
plained.

There was unanimous agreement
among the board that there is a lia-
bility, Ms. Scott recalled. Further-
more, for many companies, these
liabilities amount to a very sub-
stantial number, she said.

She noted that recent estimates

of the total U.S. corporate liability
for retiree health care benefits

range from $221 billion to $247

SAFETY SERIES

billion 1 BI, Sept . 15 ) .
"This clearly is not much ado

about nothing," said Ms. Scott.
Furthermore, investors need in-

formation about companies-both
their assets and liabilities-that is

"relevant and reliable," she con-
tinued.

Ms. Scott said that FASB exa-

mined whether the reporting of
these liabilities wot-ld make a dif-

ference to users of financial state-

ments and decided that "this is a

NO. I
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-m YOU PROBABLY KNOW THAT
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protecting our clients against ur.expected financial loss.

Weve taken on the tough:, assignment of loss preven-
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their efficiency and safet>
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very relevant disclosure" for the
users.

As to the reliability of the es-
timate of retiree health care liabi-

lities, "any estimate has to be more
reliable than zero," she quipped.

Currently employers report only

their pay-as-you-go costs for re-
tiree health care benefits--such as

the premium paid for a health in-
surance policy or claims costs if a
company self-funds its retiree
health care plan--as an expense
item on their income statements.

Under the proposed accounting
standard, which was revised last
month (BI, Oct. 17), employers
would have to:

• Recognize on their balance

sheets beginning in calendar year

1997 at least the present value of
retirement health care liabilities

for current workers who are eligi-
ble to retire as well as the liabili-

ties for current retirees.

• Accrue as an expense against
corporate earnings retiree health
care liabilities from the date an

employee is hired until the date the
employee is first eligible for retire-
ment health care benefits.

• Switch to accrual from cash

accounting for post-retirement
welfare

benefits in

calendar

year 1992.

Ms. Scott /'A
noted that

there is a

delayed effective date in this pro-
vision for companies with 100 or
fewer people in any of their health

and welfare benefit plans. These
small companies must switch to
accrual from cash accounting for
post-retirement welfare benefits in
calendar year 1994, two years later
than the standard becomes effec-

tive for other companies.
• Amortize on a straight-line

basis their accumulated retiree

health care liabilities as of the

standard's effective date, either
over the average remaining service

period of employees expected to
receive the benefit or 15 years.

Even businesses that do not have

a formal, written post-retirement

welfare benefit plan are subject to
the standards, Ms. Scott noted.

"What's critical is management's
intent and management's past
practice," Ms. Scott said. If post-
retirement welfare benefits have

been provided in the past, "you
have a plan, whether or not that
plan is in writing."

Post-retirement welfare benefits

are defined by FASB as all forms
of benefits provided after retire-
ment other than pensions, includ-

ing benefits such as legal assis-
tance and child care.

Ms. Scott also clarified that

amendments to the retiree health

plan, such as granting additional
benefits, are viewed as retroactive

unless the amendment specifically
states that future years of service
are required for the additional
benefit.

FASB will release a final expo-

sure draft of the proposed ac-
counting standard for retiree
health care liabilities by late De-
cember, Ms. Scott said.

After the draft is issued, there

will be a six-month comment pe-
riod and about four days of public

hearings.
Some benefit consultants expect

the proposed accounting standard
will force employers to consider
ways to limit their retiree health

care liabilities, including redesign-
ing retiree health care plans and
perhaps reducing benefits under
those plans.

However, others say employers
will attempt to contain health care
costs instead of limiting their re-
tiree health care plans. I
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Congress to examine uninsured: Staffer
By DEBORAH SHALOWITZ

WASHINGTON-Congress prob-
ably will pass legislation next ses-
sion to address the problem of the
approximately 37 million Ameri-
cans without health insurance,
predicts a congressional health ex-
pert.

In its 101st session, Congress

also may address long-term care,
but that will not be as much of a

priority as the uninsured, said
Phyllis Borzi, counsel to the House
Labor Management Subcommittee.

And it is far less likely that Con-
gress will address prefunding of
retiree health care benefits, Ms.
Borzi added.

"Congress is very likely to move

in the 101st" session regarding the
problem of the uninsured, Ms.
Borzi said.

Ms. Borzi, speaking last month at
an American Bar Assn. conference

in Washington on "Health and
Welfare Benefit Plans," declined to
speculate specifically on what
Congress will do about the prob-
lem of the uninsured.

However, she noted that "no-

body is seriously talking about"
national

health in-

/134 surance.

"You will

see a dis-

cussion and

debate on a

policy framework" to deal with the
uninsured, Ms. Borzi said.

To help frame that debate, the
Congressional Research Service
plans to issue by January a sum-
mary of some options that could be
pursued to extend health insurance
to some or all of the 37 million un-

insured, Ms. Borzi noted.

Among the options outlined in
the CRS report, Ms. Borzi said, will
be the development of national
health insurance, expanding public
health insurance programs, various
tax incentives, increasing regula-
tion of employer-sponsored health
insurance plans, regulating the in-
surance market directly, devel-
oping tax incentives for insurance
companies and government sale of
insurance. Ms. Borzi declined to

give further details on the content
of the CRS report.

The non-partisan CRS study also
will include an actuarial cost

model for each option. The study is
the final part of a comprehensive
examination of health insurance

and the uninsured (BI, July 4).
While Congress in the next two

years probably will address the
problem of the uninsured, Ms.
Borzi said she is "not convinced

the 101st Congress will necessarily
see some comprehensive, well-
thought-out program with respect
to long-term care."

Unlike the problem of the unin-
sured, long-term care has not been
studied a great deal, she noted.

"We don't know what works, we
don't know what doesn't work and

we don't know what any of this
costs," Ms. Borzi said.

The "costs are basically un-
knowable" at this point because
insurance companies and employ-
ers are just starting to offer long-
term care insurance policies, she
added.

Furthermore, there are impor-
tant public policy issues that have
to be discussed, she noted. For ex-
ample, "Is this something the pri-
vate sector should do?" she asked.

"The right answer from a policy
and financial point of view is that
there's got to be a mix" between
financing by the public and the
private sectors, she said. However,
the allocation of that mix will be

the subject of numerous compli-
cated discussions. "Clearly nobody
wants to pay for it."

While there may be one bill or a
series of bills concerning long-term

care passed by Congress, -it won't
be the last word" on the issue, Ms.

Borzi speculated.
Regarding prefunding of retiree

health care benefits, Ms. Borzi
said, "I don't think we're going to
see quick action in the retiree
health care area" in the next ses-

sion of Congress.
Ms. Borzi explained that when

Congress examines the issue, it will
discover that only some 20% of
current retirees in 1986 had em-

ployer-sponsored retiree health
benefits, according to Census Bu-
reau reports.

Furthermore, "these benefits are

clearly concentrated in medium
and large firms," the same firms
that are more likely to provide
pension benefits, she added.

"So you're looking at (benefits
for) workers that are better off"

than the average worker, she
noted.

Complicating the issue is the un-
certainty about whether employers
can legally terminate at will retiree
health care plans, Ms. Borzi stated.

For example, retiree health care
benefits are not covered under the

vesting requirements of the Em-
ployee Retirement Income Security
Act, she pointed out.

On the other hand, there have

been many court decisions saying
that employers cannot just termi-
nate at will retiree health insur-

ance plans, she noted.
This uncertainty brings into

question the need for legislative
action on prefunding for retiree
health care benefits, Ms. Borzi ex-
plained. "There's no need to permit
prefunding if there's no obligation
to provide the benefits."

Ms. Borzi speculated that "Con-
gress will ultimately decide to let
employers prefund these benefits"
but "it won't be soon."

Looking back on some of Con-
gress' accomplishments in the
100th session, Ms. Borzi speculated
that the new law expanding Medi-
care to cover the costs of cata-

strophic illness, which President
Reagan signed July 1, "could back-
fire on Congress."

She explained that when most of
the elderly fill out their tax returns
next year, they will discover they
are paying a lot of money for cov-
erage they most likely will not use.
Ms. Borzi noted that Congress has
estimated only 3% to 5% of the na-
tion's elderly actually will use the
new catastrophic benefits.

"When the first April 15th (fol-
lowing the bill's passage) comes

around. . .I think you're going to
see a lot of dissatisfaction," she
concluded.

Ms. Borzi said employers proba-
bly do not have to worry about fu-
ture extensions of a two-year
"maintenance of effort" provision
of the law.

Under that provision, employers
that provide benefits to employees
or retirees that duplicate those
provided by the expanded Medi-
care coverage are required to pro-
vide additional benefits at least

equal in value to the duplicated
benefits or refund the value of the

duplicated benefits to the employ-
ees or retirees (BI, June 6).

The maintenance of effort provi-
sion "doesn't look like it will be

extended," Ms. Borzi said. "No one
is seriously talking about (an ex-
tension) at this point." •

WeHelpedPostPro
AFewGood Ide

i' Post Properties, Inc.'s success in developing apartment communities
--*\ comes from the extra value they put into them. Iike their signature

\ landscaping, and the more than five million flowers they planted
  last year alone.

Post®wanted an insurance company with that same attitude
 to cover their construction, landscaping and development

_.1 operations.
'al- At Argonaut, we began by opening the lines of commun-

---,1 ication from the top down. Our Account Manager

\ p\ madesurehe was always available to help. One 10
t_ person to call to find the answer to any question, MPH
* hk no matter how simple. Or complex.
f He showed top management how theyIn trenches, escape ladde,s

1 1 1

placedeve,y25feethelpwo,kers could reduce risks, and future premiums, Standard mles on
get out more quickly.

by implementing their own company-wide all sites make it

easy for everyone
tofollow them.



American Assn. of Insurance Services meeting

McCarran repeal to foster many changes
By MARK A. HOFMANN

ST. LOUIS-Repeal of the
McCarran-Ferguson Act could
drive some insurers into insol-

vency, so small and medium-sized
insurers may want to consider
"strategic mergers" to assure their
survival, says a casualty actuary

Stephen P. Lowe, a Hartford,
Conn.-based vp and principal with
Tillinghast, a division of Towers,
Perrin, Forster & Crosby, offered
that advice during a panel discus-
sion on the effects of a possible re-
peal of the McCarran-Ferguson
Act during the fall conference of
the American Assn. of Insurance

Services in St. Louis in late Octo-

ber.

Mr. Lowe added that companies

should prepare to withdraw from
markets in which they operate sim-
ply to accommodate a handful of
clients or agents.

All of the

9 speakers agreed
that repeal of the
1945 law, which

grants insurers
- limited immu-

nity from federal
antitrust stat-

utes, would dis-

rupt the prop-
erty/casualty

Mr. Lowe industry. Some
predicted that fi-

nancially sound regional and small
companies would be forced to close
their doors, leaving large portions of
the population without easy access

to insurance.

But at another AAIS session, West
Virginia Attorney General Charles
G. Brown supported repeal of the
act as a way to encourage com-

petition among small, aggressive in-
surers (see

AAIS
story, page 52).

Discussing

the probable
effect of the

act's repeal is somewhat like pro-
viding an analysis today of why the
Chicago Cubs should lose the 1989
pennant race, said another panelist,
Chicago attorney Alan H. Silber-
man, a partner in the law firm of
Sonnenschien Carlin Nath & Ro-

senthal. No one can predict exactly
what collective actions, if any, in-
surers would be allowed to partici-

pate in if the act were repealed or
significantly amended, he noted.

Nevertheless, Mr. Silberman pre-
dicted some possible results of the
act's repeal. One
would be the de-

velopment of a
new breed of in-

surance experts
independent
fronn insurance

companies and
the current rat-

ing organiza-
tions, he said.
For example, Mr. Silberman

these experts
would provide insurers with policy
forms for a fee, he said.

In addition, other companies
would develop and sell the exper-

perties ByManting
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tise and data bases required for in-
surers to develop their own rates,
he said.

Mr. Lowe explained that if the

McCarran-Ferguson Act is repealed,
companies would not necessarily be
able to rely on rates set by industry-
supported organizations such as the
AAIS and the Insurance Services

Office Inc. According to how the re-
peal legislation is worded, such col-
lective activities might be totally
forbidden, he said.

"Everyone would have their own
rate manual," he said.

A lack of collective rate informa-

tion would mean higher barriers to
entering the insurance business, Mr.

Lowe said. Insurers would no longer
be able to use ISO rates to "dabble"

in markets.

He cited an insurer that currently
generates less than $100,000 in med-
ical malpractice premiums as an ex-
ample of dabbling. This insurer pro-
vides this coverage in only one
market as a favor to a star agent.
Such a situation would be unthink-

able without collective rate-making
abilities, he said.

Mr. Silberman suggested several
things insurers should do now to
prepare for possible repeal of the
McCarran-Ferguson Act, including
instructing corporate counsel to
conduct an antitrust audit. "It's es-

sential to understand what areas

need monitoring," Mr. Silberman
said.

In addition, managers need to be
educated about where antitrust

principles will cause problems.
Counsel must be prepared to give
quick antitrust advice in the altered
environment, he said.

And, like Mr. Lowe, Mr. Silber-
man raised the specter of corporate

mergers as a response to the repeal
of the McCarran-Ferguson Act.
Managers should examine how ef-
ficiently their company operates.
"In some companies, this will mean
pressure for merger," he said. While
that is not a pleasant option, merg-
ers rnay be necessary to save sonne
companies, Mr. Silberman said.

Mr. Lowe recommended that in-

surers begin preparing for repeal
now. One preparatory step would
be to begin building in-house rate
review capabilities. For example,

"hire a math major and buy him a
personal computer" to analyze
rates, he said. Insurers should also
prepare to withdraw from markets

where service is provided simply to
please a few clients.

And agents are particularly wor-

ried about the impact of repeal on
smaller, regional companies, said
Jeffrey M. Yates, executive vp of
the New York-based Independent
Insurance Agents of America.

Such companies, which make up
the bulk of AAIS' membership, pro-
vided markets when national prop-
erty/casualty insurers withdrew

from certain regions and certain
lines of coverage during the hard
market of the mid-19805.

Repeal of McCarran-Ferguson
could force many of these insurers
out of business, and thus deprive
residents of small towns and rural

areas of potential markets in which
to place their insurance, he said.

The "most troubling aspect" of
the attack on the McCarran-Fergu-
son Act is critics' misconception of
what repeal would do, Mr. Yates
said. Because the insurance indus-

try did not sufficiently explain its
actions in the last hard market, in-

dustry critics have been able to un-
dermine the industry's credibility,
he said. Critics have repeatedly
charged that competition among in-
surers is artificially restricted, and
that repeal would foster competi-
tion and end availability and affor-
dability problems, he added.

But Mr. Yates predicted that re-
Continued on net page
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Insurer mergers
Continued from previous page
peal would mean less, rather than
more, competition. Insurers will
not underwrite business in areas

they do not know well, which
means that small towns and farms

would suffer.

If the repeal of the law is to be
blocked, the insurance industry
must set as "its highest priority"
finding solutions to the problems
and perceptions that have led to
cries for abolition of the McCarran-

Ferguson Act, Mr. Yates said. He
suggested that
insurers examine

issuing multiyear
policies to help
assure market iT :,v

J ,
stability. ./* 4,

Insurers -
should also put /
more emphasis

on attacking the 
underlying
forces that drive Mr. Yates

up costs, he said.

For instance, Mr. Yates praised the
proposal by Kemper Corp.'s prop-
erty/casualty companies to put to-
gether a coalition to hold down au-
tomobile claims costs (BI, Oct. 10).

Property/casualty insurers, for

their part, will have to do a much
better job managing their way
through the cycles, Mr. Yates said.
"The last thing we need to do is put
the public through market convul-
sions comparable to those of the
last hard market."

Tillinghast's Mr. Lowe noted that
a successful defense of the McCar-

ran-Ferguson Act will be difficult
because its foes are attacking from
both ends of the political spectrum.
The attorneys general and consumer
advocates launch their assault from

the left extreme of the spectrum, he
said. They want to excercise more
control over the insurance business,
he said.

Critics that Mr. Lowe called "ac-

ademic competition purists," have
fired on the act from the right pole
of the political continuum. These
free-market theorists view the

McCarran-Ferguson Act as an in-
terference with efficient market
functions. Mr. Lowe said that the

free-market opponents of the
McCarran-Ferguson Act do not
grasp the practical effects of repeal.

Because of the diverse interests

supporting its repeal, the McCar-
ran-Ferguson Act may end up being
a "trading card" in the next Con-
gress, Mr. Lowe predicted, with
some neutral congressmen swapping
support for repeal in exchange for

support on legislation they deem
important.

Fielding questions from the floor,
Mr. Lowe said that without ade-

quate and accurate rate data, some

companies will be declared insol-
vent. He likened the impact of re-
peal on the insurance industry to
that of deregulation on domestic air
carriers.

"Just as in the airline industry,
rules were changed dramatically
and we've seen some significant
failures," he said.

Mark S. Rehagen, supervisor of

the property/casualty section of the
Missouri Division of Insurance in

Jefferson City, reiterated IIAA's Mr.
Yates' theme that the effect of re-

peal would be opposite of that
claimed by its proponents. He said
that, in his opinion, repeal would
bring "additional uncertainty, con-
fusion and chaos" in the insurance

marketplace.
In addition to that general mal-

aise, repeal would have the con-

crete effect of driving small com-
panies out of business, the Missouri
regulator said. Markets would con-
tract, and some highly specialized
lines of coverage would be ex-
tremely hard to obtain, if they were
obtainable at all, he predicted.

Mr. Rehagen noted that the Na-
tional Assn. of Insurance Commis-

sioners opposes repeal of the
McCarran-Ferguson Act. The loss of
standardized forms would greatly
hamper effective regulation, he said.
He urged his listeners to make their
concern known to their con-

gressmen and called upon them to
make greater efforts to educate the
public about what the McCarran-

Ferguson Act does and why it is
needed.

Tillinghast's Mr. Lowe said that
one of the major problems facing
opponents of repeal is that the pub-
lie does not like the insurance in-

dustry. Talking about the McCar-
ran-Ferguson Act is a sure way to
make listeners' eyes glaze over, he
said.

Mr. Lowe said that the key to
educating the public might be to
talk about what he called the real

aims of some repeal proponents-
greater federal regulation of insur-
ance. The public does not view fed-
eral regulation with any more favor
than it does the insurance industry,
he said. Arguing that repeal would
simply mean more bureaucracy is an
argument consumers can appreci-
ate, he said.

Robin H. Wilcox, counsel and as-

sistant secretary of American Re-In-
surance Co. in Princeton, N.J., mo-

derated the panel. I

State officials disagree
on repeal of McCarran

By MARK A. HOFMANN

ST. LOUIS-Repeal of the
McCarran-Ferguson Act would de-
crease, rather than increase, insur-
ance industry regulation and

would benefit small, aggressive in-
surance companies, claims a prom-
inent advocate of revoking the in-
dustry's limited exemption from
federal antitrust laws.

But West Virginia Attorney Gen-
eral Charles G. Brown's defense of

repeal of the 43-year-old law did
not seem to sway his listeners dur-
ing a panel discussion called "Who
Do You Trust?" at the annual fall

conference of the American Assn.

of Insurance Services in St. Louis

late last month.

The audience-composed mostly
of officers and managers from
small and regional insurance com-
panies-was much more receptive
to the arguments of Illinois Insur-
ance Director John E. Washburn,

who said attempts to repeal
McCarran-Ferguson will backfire.

In a question-and-answer ses-
sion following the prepared re-
marks, Mr. Washburn disputed Mr.

Brown's contention that repeal of
the McCarran-Ferguson Act would
have a positive effect on the insur-

ance industry. Mr. Washburn said
regardless of how it is drafted, all
legislation causes unintended con-

sequences.

For example, he said that a lack
of shared data

would result in a

lack of competi- .,
tion for certain F'f
lines of coverage .7 

ability. A lack of  1
common insur-

ance forms, he .,i,3*

noted, would  1-
cause problems I =for regulators, I /.
agents and insur- Mr. Brown

ers alike.

But Attorney General Brown, a
proponent of repealing the McCar-
ran-Ferguson Act and one of the
initial attorneys general to bring an
antitrust suit against several major
U.S. insurers and trade associations,

reinsurers and Lloyd's of London
underwriters (BI, March 28), said

Continued on next page



McCarran debate
Continued from previous page
the insurance industry would much
better serve the consumers if it

were more competitive.
While "there is no question" that

small and medium-sized insurers

currently compete vigorously, the
McCarran-Ferguson Act shields
large insurance companies from
competition, according to Mr.
Brown.

The continued existence of the

McCarran-Ferguson Act is "tre-
mendously advantageous to the big
companies," he said. Mr. Brown
said that he and the other attor-

neys general who filed the anti-
trust suits feel that the defendants

agreed to place limitations on cov-
erage. Insurance policies were
"shrunk" by design, he said.

The antitrust suit is not an at-

tempt at further regulation of the
industry, said Mr. Brown. Rather,
it represents a move toward dere-
gulation, he said, by eliminating
the modified antitrust exemption
that, in his eyes, stifles competi-
tion.

"If we have competition as a
starting point, we're all better off,"
the attorney general said. Repeal-
ing the McCarran-Ferguson Act
would allow smaller, well-man-
aged companies to compete more
equitably in the marketplace, he
said.

His audience did not appear to
agree. More than one person re-
plied that without the McCarran-
Ferguson Act, small companies
would be driven out of business

and that competition would de-
crease rather than increase. Of

particular concern to those in at-
tendance was the possibility that
they would no longer be allowed to
use common forms or participate
in collective rating organizations.

Mr. Brown replied that antitrust
laws do not prohibit the gathering
of data and would not prohibit
some joint ventures, although he
did not elaborate. He did say that
"all of the nuances" of insurance
should be taken into account when

Congress takes up the question of
repealing the McCarran-Ferguson
Act.

He urged insurers to be part of
the repeal process. By getting in-
volved in the details of repeal, in-
surers will help guarantee that
their concerns are taken into ac-

count in the legislation, he recom-
mended. I
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Insurers can improve image: Lawye r
By MARK A. HOFMANN

ST. LOUIS-The insurance industry desper-
ately needs to improve its image with the pub-
lie, a prominent insurance industry attorney
and a state insurance regulator agree.

"One almost assumes that the industry has a
death wish," said Frederick B. Karl, a partner
in the Tallahassee, Fla., law firm of Karl,
McConnaughty, Roland & Maida and a former
Florida Supreme Court justice.

Through insensitivity and timidity, the in-
surance industry continues to weaken its posi-
tion with the public, said Mr. Karl during a

panel discussion titled "Who Do You Trust?"
at the annual fall conference of the American

Assn. of Insurance Services in St. Louis late

last month.

John E. Washburn, Illinois director of insur-

ance and president of the
National Assn. of Insur-

ance Commissioners, said
the industry's image prob-

AAIS
lem revolves around one

question: Is there a gap between public expec-
tations and what the insurance industry can
deliver?

Mr. Washburn answered that there is a gap

and always will be a gap.
Mr. Karl called claims handling a particular

sore point within the insurance industry.
"Every arrogant, unthinking or poorly

trained claims adjuster" does damage to the
industry, he said. People like to talk, and they
like to talk about how,they were mist];eated,
the attorney observed.

People also felt mistreated during the last
hard market, he noted. Insurance buyers fac-
ing rate increases of 100% or greater that in-
surers did not adequately explain became
irate enough to turn their backs on insurers

Continued on nert page
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IFONLYYOU'D OFFERED
A STRUCTURED SETTLEMENT
FOR YOUR LIABILITY CLAIMS.

The frustrations of claim settle-

ments just aren't as frustrating anymore,
thanks to structured settlements.

A structured settlement can not

only cut the time it takes to reach a settle-

ment, but your costs as well. For a plain-
tiff, it can offer both a fair settlement and

tax benefits not available from a lump sum
settlement.

Once you've decided to make use of a

structured settlement, your nexr step is
finding someone who can create one for you.

That's where Structured Bene-

fits, Inc. comes in. We can handle

your settlement from start to finish,

at absolutely no additional cost to you or
the plaintiff. We can provide on-site nego-
tiation assistance and immediate rate con-

firmations.

I f you wish, we can train your claim
managers and defense counsel in the tech-
niques of negotiating structured settlements.

Once a settlement is reached, SBI is

there to help ensure that your releases are
consistent with the settlement terms. And

SBI will administeryourstructured settle-
m e n t for as 1 ong as it is i n effec t.

Find out about SBI at 1-800-345-3921.

We just might have the solution
you've been looking for.

STRUCTURED BENEFITS INC.
Tampa Atlanta Philadelphia • Unique Structured Settlements Service 1-800-345-3921 • Hartford Chicago Los Angeles Seattle
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attacks cannot help but sully the plainedInsurers' image and determination to improve their I
image at the top of the corporate ,." 6The nsurance mdustry's image and must be ans- Insurers also suffer from a credi-

Continued from prev:ous page ladder will move down to all rungs, wered, he said bility gap, because "this industry

and choose alternative risk financ- he said indust ry does not Mr Washburn of the Illinois In- is a detiverer of bad news," Mr

ing mechanisms over traditional But for this strategy to work, the surance Department followed Mr Washburn observed It tells policy-
deserve the poor

sources cf coverage, Mr Karl Industry as a whole has to resolve Karl's remarks with an analysis that holders how much the cost of in-
poirted out to carry it out image it has,' also was gen- sured goods and services rises each

In additon, insi.rers open them- "E o good deeds erally sympa- year when it presents its customers
Mr. Karl says. with their bills, he explained

selves up to intirr .dation in their and be certain thetic to the in-

dea_ings vith regulators Mr Karl 1 the public is surance industry

asked "Is it any wonder candi- anare of them," He explained verers of bad news have not tradi-

dates feel comfortable bashing the he said reason to hice" Mr. Karl said In- that insurance

industry c n television" when they Insurers must surershaveto con-e 0-1-oftheshad- differs fromC Mr Washburn noted that deli-

tionally enjoyed favorable public
images

know the> can turn around and re- present them- ows and make the public aware of other products The hard market of the mid-1980s

ceize hefty campaign contributions /W selves as good what the insl.rance industry is,what because the I further compounded the mdustry's

from the insurers they had Just I j  corporate citi- it does and nat prob_ems it faces, goods delivered m image problems, Mr Washburn

blasted? When the industry iS in I {R I zels and should he said by insurers are i said "The innocent got slaughtered

the right, it often lacks the back- Mr Karl fo_low the exam- Insurers should rct be afraid to protection, not Mr. Washburn with the guilty," he said, adding

bone to stand up against regula- ple of the utility stand up for their rights he re- something that that the property/casualty insur-

tors, he said mdustry, Mr Karl advised In Flor- peated They shiuld not write off can be seen or touched And because ance industry appeared to be an in-
"The in surance ndustry does not 1da, for example, u-ility company states where - ie regulatory climate people are buying protection, they dustry that had lost the ability to

deserve tt e poor image it has," Mr executives maintain a high profile is unfavorab.e, m,tead, tiey car_ expect insurance to make them price its own product
Karl said adding that insurers can and are active in corrmunity affairs and should a.- empt to influence reg- whole when they suffer a loss If the industry is to polish ltS

take several actions that could As a result, the publ-c more readily ulation, he sed But insurance cannot make them public image, it has to convince con-
burnish that image accepts positive messages about the "When a regllator goBS on 2 whole, Mr Washburn said Insur- sumers that lt lS a stable indus-

First, Insurers should adopt a Utlhty industry, he said power binge, the .rdustr> should ance does not provide total protec- try, Mr Washburn said And, in-
stronger attitude toward their "Insurance is an honorable and realize that :bis 1: more than a few tion partly because doing so could surance companies have to convince
image, he suggested Awareness of legitimate business, and there's no fines," Mr Kirl sa c A regulator's present a moral hazard, he ex- their producers first, because theyare the people who talk to the pub-

lie, he said
Insurers also have to strip their

industry of ltS mystique, he said,
urging insurers to explain to the
public the basics of the industry,
including how rates are determined

"Policyholders have got to know
how you do your business," Mr

13*d «1> Washburn said

The industry also must be ready
to spend money to explain to the
public why costs
go up, he added 

Also speaking
during the ses-
sion was West Mt·,A I
Virginia Attor----

ney General
. Charles G

Brown, one of
the state attor-

neys general that
- #

have filed federal Mr. Overman

f. antitrust litiga-

tion against the property/casualty
insurance mdustry

Edwin S Overman, president
emeritus of the American Institute

4 for Property and Liability Un-
,4/, derwriters in Malvern, Pa , mo-

derated the session .
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By MARK A. HOFMANN

ST. LOUIS-A range of insurers,
from Midwestern county mutuals
to multiline companies writing in
virtually every state, were repre-
sented by the 115 attendees at the
American Assn. of Insurance Ser-
vices' annual conference in St.

Louis last month.

The bulk of AAIS members,
though, tend to be regional insur-
ers writing a wide range of com-
mercial and personal lines.

The group traces its origins to
the formation of the Transporta-
tion Rating Bureau in 1936, ac-
cording to an association spokes-
man. The Chicago-based rating
bureau was renamed the AAIS in

1975 and moved to its current Ben-

senville, Ill., headquarters in the
early 19805.

About 500 companies currently
use AAIS services, he added.

The fall meeting's theme, "Trust/
Antitrust," reflected the smaller
companies' widespread concern
that repeal or significant modifica-
tion of the McCarran-Ferguson Act

would drive

AIA IS many of them
out of business

(see story, page
51).

The program also dealt with
issues beyond the antitrust ques-
tion that were in the news last
month.

"Public referendum and initia-

tives are no way to make public
policy decisions" in matters as
complex as insurance rating, James
A. Snyder, executive director of
the insurance industry-supported
Western Insurance Information

AAIS champions smaller carriers' cause
Service in Santa Ana, Calif., told
AAIS members.

However, five propositions in-
volving insurance regulation, rat-
ing practices and lawyers' fees
were on California's Nov. 8 ballot,
he remarked (see story, page 1).

The propositions involve some of
"the most contentious, bitter and
confusing arguments" the prop-
erty/casualty insurance industry
has ever been part of, said Mr.
Snyder.

For example, attempts by insur-
ers to work out compromises over
auto insurance rate conrroversies

with the California plaintiffs' bar
fell through, he said«, leading insur-
ers to offer a proposition that
would limit attorneys' contingent
fees. The limitation was "our way
of telling the lawyers that what
started as a skirmish has now esea-

lated into nuclear war," he said.
The situation in California

should remind insurers that-just
like the weather-rate regulatory
issues, like those reflected in prop-
ositions supported by the plain-
tiffs' bar and consumer activists,
have a tendency to move east from
California, he said (BI, Oct. 24).

Another speaker, Michael E.
Cobo, project manager with Los
Angeles-based Litigation Services
Inc., explained the importance of
graphics in presenting evidence to
juries. Mr. Cobo's firm provides its
clients with non-legal advice con-
cerning the best way to deal with a
jury trial, regardless of whether
the client is plaintiff or defendant.

One way to reach jurors more ef-
fectively is by using graphic pre-
sentations like charts and graphs,
he said. Jurors are visual learners

2
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because "we've spent an inordinate
amount of time watching televi-
sion," Mr. Cobo said.

Television viewing also has af-
fected jurors' attention spans, he
said. The average juror's attention
span is keyed to the time spent in
front of the television, he said. Be-
cause of the format of television

programs, attention spans tend to
run 20 to 30 minutes, he said.

Richard Bugajski, advertising
manager for the State Farm Insur-
ance Cos. in Bloomington, Ill., dis-
cussed how insurers should strive

to get another message to the pub-
lic. The message was providing
customers with a positive image of
the company.

Mr. Bugajski said that an organi-
zation the size of State Farm can

draw on resources small companies
lack. He said that smaller insurers

may want to turn to outside con-
sultants in their efforts to devise

effective advertising programs.
In addition to the addresses, the

AAIS meeting featured the instal-
lation of new officers. David H.

Elsbree, presi-
dent of Pioneerfri, Insurance Co. of

1 1 Greenville, N.Y.,
was named

:9 AAIS chairman.

1 U? j Mr. Elsbree sue-
 4- A ceeded Denis J...pt /billi Walker, presi-

 ville, 0 .asd
Mr. Walker Oregon Mutual

Insurance Co.

|- Howard C.
--- - Stevens, presi-
"/' ||| dent of Penn

, ,--% Mutual Fire In-
,*/ surance Co. of

1< 71 West Chester,
N ,,00 ' Pa., succeeded

Mr. Elsbree as

; chairman-elect.
Keith H. Lang-

Mr. Elsbree ston, president
of Buckeye State

Mutual Insurance Co. of Coving-
ton, Ohio, assumed office as vice-
chairman.

The AAIS seeks to provide re-
sponsiveness and services, includ-
ing specialized service to its affi-
liated companies, said AAIS
President Paul A. Baiocchi. "Our

emphasis is on service," he said.
Such services ,

include spending
time researching
coverage ques-

tions and writing
coverage analy- 0
ses, added an

AAIS spokes-
man.of a*ip  sponsiveness, the Mr. Baiocchi

spokesman said
that while the Insurance Services

Office Inc. changed its rating basis
for owners, landlords and tenants
general liability insurance from
square footage to gross receipts, the
AAIS did not. The AAIS kept the
square footage system because its
affiliates wanted that, he said.

The spokesman said that the or-
ganization also strives to provide
specialized service to its constitu-
ents. It will help affiliated com-
panies develop individualized ver-
sions of AAIS forms,- provide a
manual with any kind of deviation
an affiliate wants and will file an

individualized program on behalf of
an individual company, he said.

"Accommodating change is one of
the big things you need to do to
survive," the spokesman said.
"We're telling companies we're here
to help you survive and compete."

Next year's AAIS fall conference
is scheduled for Oct. 23-24 in Seat-
tle. For more information contact

the AAIS, 1035 S. York Road,
Bensenville, Ill. 60106; 312-595-
3225. •
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Everyone involved knows the
problems that have beleaguered:,.-
the construction insurance market

for the past several years. What everyone doesn't know is
that the CISCO program had the strength of performance to weather that
period and emerge as the flagship of comprehensive construction insurance
programs. KEY SERVICES PROVIDED
The professionals at CISCO have worked long and hard developing this Underwriting/Service
program. A program that not only provides broad coverage and stable pricing 1. Provide underwriting evaluatic,n, guidelines and loss analysis.
but...a TWO YEAR renewal guarantee. And...a program that boasts a proven 2. Issuance of policies, endorsements and certi ficates of insurance and
track record for over 3 years. collection of premiums.

WORKING CLOSELY WITH Claim Control

Monitor specialized Claim Service to ensure quality handling... submit an
AGENTS/BROKERS... NOT REPLACING THEM analysis of claims to each participant.

As Program Managers, CISCO works closely with contractor's agent or broker.
This ensures, among many things, a close liason between the policyholder, the
agent/broker and the underwriter. Also, CISCO conducts an in-depth analysis of
all submissions for eligibility in keeping with underwriting criteria.

THE PROGRAM SUMMARIZED
Workers' Compensation
Workers' Compensation written selectively on guaranteed cost, deviations,
dividend and retention plans.

General Liability, Automobile Liability and Physical Damage
1. Each contractor is subject to individual underwriting and rating sensitive to

the contractor's exposure and loss experience.
2. General and Automobile Liability and Physical Damage policies are issued

including a TWO YEAR non-cancellable clause.
3. The non-cancellable provision also provides a renewal premium, rate guar-

antee formulg based upon tbe individual experience of tbe contractor.

Umbrella and Excess Liability
First and Excess Layer Umbrella capacity utilizing domestic and international
rnarkets.

Wrap Up Programs
Primary and excess markets for term ofproject including... total service package...
individual policy issuance...Claim and Loss Control...statistical data.

..

Cost-of-Risk Management
Provide the policyholder with up-to-date loss information.

Loss Control

1. Review services provided by

insurance companies Loss
Control operations.

2. Design a Loss Control schedule
ofservice, sensitive to the con-

tractors exposure and needs.
3 Ongoing review of accident

experience to measure
effectiveness of Loss Control

activities and the need for

remedial action.

To find out how this great
program is in serving the needs
of contractors and...if you're
serious about establishing a

CISCO
relationship that provides long-
term stability in coverage and QUALITY+ LONG TERM PROTECTION
pricing, call TOLL FREE
1-800-HI-CISCO. Construction Industry Services Corp.

(442-4726) 300 Old Country Road, Suite 31
LAY. 416294 5#26 Minenig. New York 11 *01
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Market forecasts
Continued from page 2

Mr. Argle elaborated -hat the
propert> insurance markei "never
gets reaLly hard. Absent a c atastro-
phe of any kind, the Tropeny busi-
ness wil continue C get softer"
until late next yer, Mr. Angle
said.

"On the umbrella side. it con-

tinues to amaze m€ :ha: prices
were halved in '87, and in many
cases, ha.ved again in '8& And if
the ma:ority of people :re not
looking for a turnaround in '89,
how many halves car. yOU lake off
premium 3 before you're rnt even
paying your expenses?" MI. Angle
asked.

Peter Scobie, president of the
American Assn. of Managing Gen-
eral Agents and of Eau Claire,
Wis.-based Midwest General

Agency, also concuIred that the
soft market cycle is near its nadir.

"We'VE just about kit the bottom
of the scYi market, I Euess,because

'Facultative reinsurance underwriters are really

reluctant to lead the downward spiral. They really
are just not ready to throw in the towel and do

what it takes to compete with some of the bigger<'
.  stock companies,' says Robert Angle.

of she new tax law, which I think
vill have an effect on the soft mar-

ket," he said.
AIr. Scobie said he also believes

tn:t "the majority of the com-
Fanies are more responsible than
they were in the last soft market"
regarding slashing rates to com-
Fete for business.

"Without any major changes, I
vould see (the cycle) begin to turn
tiwards the end of '89, the begin-

ning of '90," he said.
Mr. Scobie added that "there

were so many different variables in
t-ke last market, it was hard to de-
f.ne trends."

But "this time, it's not as com-

plicated," he added.
"I think we'll be coming to the

bottom of the cycle, hopefully,"
said Glenn Slat, who is in charge of
property facultative reinsurance at
Skandia American Reinsurance

Corp. of New York.
"It's getting close to the bitter

end, probably."
According to Mr. Slat, for prop-

erty facultative business, rates are

now as much as 50% less than they
were about a year to 18 months
ago.

Al Amato, senior vp at reinsur-
ance intermediary C.L. Frates &

Co. of New York, predicted that
the market will get only "a bit
softer."

Mr. Amato said that rates will

not plummet to the levels they
reached during the soft market of
1981-1985 because insurer man-

agement is better, and more so-

phisticated management informa-
tion systems have given insurers a
"better handle on the business."

Management's attitude used to
be "if it ain't broke, don't fix it."

But insurance company execu-
tives then woke up to find they
were almost bankrupt. Now, man-

agement is aware that the soft
market situation must be looked at

carefully, said Mr. Amato, who
specializes in working with start-

up insurers, including risk reten-
tion groups.

But others believe that the mar-

ket will soften more before it hard-

ens.

Thomas S. Bloom, president of
New York-based Willis Faber

Holdings Inc., predicted that "the
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market is going to soften further in
1989."

He first expects a turnaround in
the second half of 1990. "Ob-

viously, we hope we're wrong," Mr.
Bloom said.

He added that his prediction
bars "some catastrophe, like the
earthquake or hurricane that's

going to suck a lot of surplus out of
the business overnight."

Thomas M. Thie, senior vp at
J.W. Beresford Wood & Co., a Con-
cord, Calif.-based reinsurance in-

termediary, predicted the market
will begin to harden "in '90, and
happen in '91."

"Generally, I would guess that

the rates won't go as low as they
did in the last cycle," however, he
said.

A reinsurer who asked that his

name not be used said he was

among those who are more pessi-
mistie. It will be at least two years
before the market turns hard, he

said. "I think a year from now here
(at the NAII) people are going to be
in the deep, deep dumps," he pre-
dicted.

He added that unlike the previ-
ous soft market, "this one was not

caused by reinsurers, but by pri-
mary insurers who have a lot more

capacity," which will keep the soft
market going longer.

Montgomery & Collins' rein-
surers are "traditional" reinsurers

that "seem to have learned a lot

more from the last cycle than a lot
of the agency system companies,"
Mr. Angle said.

"Facultative reinsurance un-

derwriters are really reluctant to
lead the downward spiral. They
really are just not ready to throw
in the towel and do what it takes to

compete with some of the bigger
stock companies," Mr. Angle said.

Mr. Eager of National Re said he
has not "seen a tremendous weak-

ening in reinsurance."
"There's more terms and cash-

flow agreements being made, but
not a tremendous weakening of

rates, yet," he said.
Willis Faber Holding's Mr.

Bloom agreed with Mr. Eager that
to date, reinsurers have not been
actively contributing to the soft-

ening market. "So far, the rein-
surers are not really as aggressive
as they were in the last soft cycle."

But, he warned, there are a
"number of increasingly hungry

reinsurers out there who could get
aggressive in the next 12 months."

Mr. Bloom predicted that the
Jan. 1 reinsurance renewals "are

going to kind of set the tone for
what happens for the rest of the
year" in the reinsurance market.

Mr. Bloom predicted that rein-
surance renewals will be com-

pleted promptly this year. "You're
not going to have things go down
to 12/31 this time like you do when

the market is tight."
Mr. Eager, of National Re,

agreed that reinsurance renewals
are going well. "From my point of
view, they're early," he said.
"We're pretty close to finishing
them. We're ahead of renewals this

year.

"Everything will be done before
mid-December," he said, referring
to new as well as renewal business.

However, another observer said

it is still too early to tell how the
reinsurance renewals will go.

Another reinsurer said: "There

have not been a lot of year-end re-
newals out," which is not unex-

pected, because it is too early.
But, he added, if the Oct. 1, Nov.

1 and Dec. 1 renewals are any indi-
cation, the process will go well.
"Things went pretty smoothly," he
said. "Information was out early,
and programs were wrapped up
quickly."

One of the reasons is that there

was a -tremendous" amount of re-

underwriting done during the hard
market. Those insurers and rein-

surers who established strong rela-
tionships with one another during
that period tend to continue to
work together, he said. I
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Congress probes insurer insolvencies
By JUDY GREENWALD

BOSTON-The threat of federal

regulation of the property/casualty
insurance industry is growing as
Congress shifts its focus on the in-
dustry to insurer insolvencies from
affordability problems, warns the
Republican counsel to the House
Energy and Commerce Committee.

"The consideration of insurance

issues has decidedly shifted" to a
"keen interest and focus" on insol-

vency issues, said John B. Shelton.
Congressional concern about in-

surance company solvency has
emerged from its study of the cov-
erage .affordability problems dur-
ing the mid-1980s liability insur-
ance crisis, he said at a session

on the future of insurance regula-
tion at the National Assn. of Inde-

pendent Insurers' 43rd annual

meeting earlier this month in Bos-
ton.

However, two other speakers at
the NAII meeting-New York State
Sen. Donald M. Halperin, D-
Brooklyn, and president of the Na-
tional Conference of Insurance

Regulators, and John E. Washburn,
Illinois director of insurance and

president of the National Assn. of
Insurance Commissioners-de-

fended the states' ability to regu-
late the property/casualty insur-
ance marketplace.

Mr. Shelton explained that Con-
gress now is more interested in the
"nuts and bolts" of how the insur-

ance industry operates, including
the mechanics of state regulation,
the nature of reinsurance, the rela-

tionships between insurers and the
international aspects of insurance.

Also partially spurring Congress'

r-n

growing interest in insurer sol-
vency is the recent financial diffi-
culties faced by savir.gs and loan
institutions, Mr. Shelton said. Con-

gress does not want to see the in-
surance industry travel the same
"slippery slope" followed by the
S&L industry,
he added.

As part of NAhthis congres-
sional interest,
Mr. Shelton

pointed to
hearings held by the House Over-
sight and Investigaticns Subcom-
mittee, chaired by Rep. John Din-
gell, D-Mich., which is
investigating the Mission Insur-
ance Co., Transit Casualty Co. and
Integrity Insurance Co. insolven-
cies (BI, Sept. 19).

The latest estimate of the Mis-

sion insolvency is $1.5 billion,
making it the largest commercial
property/casualty insurer insol-
vency. The subcommittee's staff
estimates that Paramus, N.J.-based
Integrity is insolvent by $300 mil-
lion. "Those numbers are big even
by Washington standards," Mr.
Shelton said.

Mr. Shelton listed three factors

that he said led to the downfall of

Mission, which was ordered liquid-
ated by a California court in Feb-
ruary 1987 after being placed in
conservation in October 1985 (BI,
Feb. 9, 1987):

• As often happens in a soft
market, particularly when interest
rates are high, Mission under-
priced its business and expanded
into lines of business in which it

had no particular expertise to gen-
erate additional revenues to invest.
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• Inadequate reserves.
• Mission heavily reinsured its

business, increasing its reinsur-
ance to 60% of its premium volume
during the 1981-1985 period from
40% previously. Mission's collapse
is partially blamed on the failure
of some of its reinsurers to honor

their commitments.

Mr. Shelton noted last month's

ruling by an arbitration panel that
six Mission reinsurers must pay
nearly $94 million, including inter-
est, to Pacific Reinsurance Man-

agement Corp., Mission's defunct
reinsurance pooling subsidiary (BI,
Nov. 7; Oct. 17).

Mission's insolvency still raises
the issue of whether its problems
"should have been caught sooner,"
and whether additional state or

federal regulation is needed, he
said.

Speaking before last Tuesday's
election, Mr. Shelton said that if

California voters approved Prop-
osition 103, which called for a roll-

back in rates for all types of prop-
erty/casualty insurance, similar
legislation might be sought on the
federal level (see story, page 1).

While the subcommittee has not

made any final recommendations,
suggestions made by subcommittee
members include improving the

early warning system to identify fi-
nancially troubled insurers and an
insurer rating system to give regu-
lators and policyholders a better
sense of insurers' quality.

In addition, Rep. James J. Florio,
D-N.J., has questioned the ability
of state guaranty funds to absorb
the shock of a major insurer insol-
vency, Mr. Shelton said.

And, no discussion of congressio-
nal concerns about insurer insol-

vency would be complete without
touching on the McCarran-Fergu-
son Act, which grants insurers lim-
ited immunity from federal anti-
trust law and gives states primary
regulation of the industry, he said.

Those who support proposed
changes in McCarran-Ferguson
will "jump on the insolvency band-
wagon," he predicted.

In his remarks, New York's Mr.

Halperin spoke in favor of contin-
ued state regulation of insurance.

The federal government cannot
solve all problems, and even if it
could, insurance regulation may
not be appropriate for the federal
government to tackle, he noted.

For instance, he explained that
he tells constituents with sanita-

tion problems to contact their city
councilman, because the state
should not be involved in such

issues.

Historically, the regulation of in-
surance has rested with the states,
which have done a "credible" job
in this afea, he continued.

However, "we are now con-

fronted with a very real effort" to
shift regulatory responsibilities to
the federal government, he said,
noting that a House Judiciary sub-
committee this summer approved
legislation that virtually would
have wiped out insurers' current
limited exemption from federal
antitrust law.

The bill was not enacted before

Congress adjourned in October.
Rep. Jack Brooks, D-Texas, who
authored the legislation, is slated
to become chairman of the House

Judiciary Committee next year (BI,
June 27).

Mr. Halperin criticized the legis-
lation for what he described as its

unclear terms and imprecise lan-
guage. For instance, one provision
of the bill prohibits tying the sale
of insurance to any unrelated in-
surance product, he said.

But, there are no definitions oi
terms in the bill, Mr. Halperin said.
And sometimes, it is cheaper to buy
insurance and unrelated products
as a package, he pointed out.

Continued on next page
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"I think the federal government

should act to leave this to the
states," he said.

Another provision would pro-
hibit "geographic allocations" of
business among insurers, he said.
"Once again, there is no defini-
tion of what 'geographic alloca-
tions' means," he pointed out.

Mr. Halperin added that he as-
sumed this provision was designed
to prevent "redlining," or insurers
divvying up business among them-
selves. While this may have been a
major problem 15 years ago, today
-we rarely hear about it in that
particular form," he said.

This provision could hurt joint
underwriting associations since in-
surers in JUAs are assigned to
write coverage in particular geo-
graphical areas, he said.

State regulators should illustrate
to the federal government their ef-
forts to regulate the insurance in-
dustry, Mr. Halperin advised. For
instance, they should point out
new efforts in the areas of guar-
anty funds, non-cancellation laws,
market assistance programs and
flex rating.

And the federal government
should be cautioned that -all

change is not progress, and every-
thing that looks good isn't good,"
Mr. Halperin concluded.

Illinois' Mr. Washburn also said

he favors continued state regula-
tion of insurance, a system that he
said has succeeded for 120 years.

State regulation operates using
an "expansion system," Mr. Wash-
burn noted. For example, state in-
surance regulators have t6 worry
only about companies operating in
their states, he said. And, if an in-

surer operates in three states, for
example, then the insurer must
submit to the regulatory environ-
ments of all three states.

"State regulation is not a mom-
and-pop shop," Mr. Washburn
stated.

The question, he continued, is
not whether state insurance de-

partments have a large enough
staff or adequate resources, but
whether they are used correctly
and organized collectively.

For example, state insurance de-
partments need uniform informa-
tion, Mr. Washburn noted.

"We are always trying to come
up with better systems," Mr.
Washburn said, though he added
there is no test to determine which

insurers will become insolvent.

Another need is in the area of the

oversight of troubled insurers, he
said.

In the "old days," there was an
inform al network of chief examin-

ers for insurance departments who
exchanged information among
themselves, Mr. Washburn said.

But today, "it's no longer really
applicable" for several reasons, in-
cluding:

• Many of those chief examiners
have retired.

• More importantly, the "whole
marketplace changed drastically
over the past 20 years," first of all
because of its volatility and sec-
ondly because losses on long-tail
lines of business do not appear im-
mediately.

• There is a "lot more disagree-
ment between ceding companies
and their reinsurers," which com-

plicates the job of regulators.
• The 1986 amendments to the

federal Risk Retention Act, which
"took the system and turned it up-
side down."

Previously, he explained, Illinois
regulations applied to every insur-
ance company that operated in the
state, and the state could take

away an insurer's certificate of au-
thority, if necessary, if it ran afoul
of those regulations.

But under the expanded Risk Re-
tention Act, a risk retention group
licensed in one state can operate in
all states without interference

from regulators in each state. This
makes the quality of every state's
regulation more critical, he said.

The NAIC has done several

things to keep up with the chang-
ing state of insurance, Mr. Wash-
burn said, including:

• Adding more financial staff
members. These staffers are not

regulators, but NAIC employees
whose purpose is to -enhance the
states' ability to regulate."

• Helping disseminate innova-
tive ideas to states more quickly.

• Enhancing training for regu-
lators.

• Improving research. "Some of
it is useful, some of it is not, but
we're getting a lot more of it."

• Looking into establishing fi-
nancial standards for states to fol-

low in evaluating insurers. Such
standards have been set by indi-

vidual states, but now the states
are "much more dependent on each
other," he said.

In addition, the NAIC is looking
at different tests, including a
means to check whether an insurer

is adequately reserved, Mr. Wash-
burn explained. He said he thinks
the NAIC will eventually have to
use a different system, based on
the exposures insured by each
company, to examine reserves.

• Investigating what states can
do when they find a troubled com-
pany. "It's a very difficult pro-
cess, " he said.

• Reviewing the examination
process. -Are we really doing a
good job with examinations?" he
asked.
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NAll leader fea rs protracted soft market
By JUDY GREENWALD

BOSTON-It could be :: least three more years before :he
commercial property/casualty insuranc€ market hardens,
says the outgoing chairman of the National Assn. of Indepen-
dent Insurers.

"Based on what I see currently, 1 find it difficult to predict
a bottoming out of the competitive part of the cycle much
before four years, including 1988,' said R.M. Jamieson,
chairman of Zurich-American Ir.surancE Co. in Schaumburg,
Ill., and president and chief executive officer of Universal
Underwriters Insurance Co. in Overland Park, Kan., at the
NAIrs 43rd annual meeting in Boston earlier this month.

"There are some who, by a process of logical deduction,
have concluded that the current soft market period will only
be of two years' duration and tha t underwriting results will
start to improve by 1990,- Mr. Jamieson said.

"In my view, this is very op-.mistie. Current trends, partio-
ularly in commercial lines, indicate not only an increasing
deviation" from the Insurance Services Office Inc. s advisory
rates, "but an increasing rate of deviation."

And even if by year-end the industry passes through the
"first phase" of aggressive competition triggered and driven

by :mlzle capacity to the "more defensive phase" in which
insurers begin defending their market share, this phase likely
will take two years to develop, he said.

These phases "in no way contribute to i mproved under-
writing results," said Mr. Jamieson, who concluded his term
as KAI. chairman at the meeting.

The next phase reflezts insurers' "dawnin g realization" of
a probable deterioretion of underwriting
results Management then begins to re- 
solve to firm up prices.

B.it, at this point, 'buyer resistance
benmas a serious factor, and so this

NI'll
phase .s tentative and slow to gain mo-
mer.turn, with a 10: of churning if busi-
ness but little real imE rovement In the pricing adequacy" he
saic.

Firthermore, he said, it is ironic that :o the extent insurers
manage the cycle and preserve their capacity by protecting
assets and avoiding excessive price cutting, many insurers
are encouraged to attempt to increase market share and pro-
long tte cycle even longer.

Mr. .Tamieson said that while he does no: believe the cycle
wil. bottom out for scme time, te "strongly" urges insurers

Atlantic Star nresents:
EXPRESS SERVICE OCCURRENCE FORM
RAILROAD PROTECTIVE LIABILITY COVERAGE!
Excess Owners

Protective Coverage, too!

Atlantic Star's liability coverage isust
the ticket when railway construction projects
require insurance that the Dontractor has
difficulty in obtaining. Our express service
puts construction -ont:actors right on the job
without costly delays

• High limits up to $6 million
• Occirrence form

• Fast,n-house policy issuanze
• Comoetitive rate

For the coverage you - insureds -equire, get
on the fast track with Atiant'c Star. Call your
agentor broker, cr contact us di-ect at:
Phore (516) 626-3057 • FAX (516) 626-0738
TELEX 141351

165 Rcslyn Road
Roslyn Heigh-s, N.)' 11577

ATLANrD
9AR

INTERMED"ARIES, INC.

T -
/ -5,- - ». I

"to find and apply the business disciplines" that will prove
his prediction to be pessimistic.

In his analysis of the industry, Mr. Jamieson said that its
volatility from 1979 through 1987 was excessive, "meaning a
higher-than-average risk and a return on equity lower than
the U.S. industrial average."

Mr. Jamieson said several factors "at least to some degree"
contributed to this situation, including:

• Price-driven competitive cycles, which he said are inevi-
table in the property/casualty insurance industry.

• Economic forces beyond the industry's control.
• Less than competent management.
"Price-competitive cycles are inevitable, but what starts

them and what sustains them are different influences," Mr.
Jamieson explained.

"Capacity, increased by a period of profitability, is the
principal trigger which starts the soft phase of the cycle,"
Mr. Jamieson said.

Following strong premium growth in 1986 and 1987, the
industry emerged with a strong premium-to-surplus ratio of
1.8-to-1 and a "relatively high" return on net worth of
13.7%.

Continued on next page

NAll elects chairman,
several other officers
BOSTON-John W. Head, executive vp of the Southern Farm Bu-

reau Casualty Insurance Co. in Jackson, Miss; was elected chair-
man of the National Assn. of Independent Insurers at the organiza-
tion's 43rd annual meeting here earlier this month.

He succeeds R.M. Jamieson, chairman of Zurich American In-
surance Co. of Schaumburg, Ill., and president and CEO of Univer-
sal Underwriters Insurance Co. in Overland Park, Kan.

Mr. Head had previously been vice chairman of the NAIL which
represents more than 550 insurers. Replacing him in that position is
William B. Snyder, chairman and chief executive officer of the
Washington, D.C.-based Government Employees Insurance Co.

Two insurance officials also were elected to three-year terms on
the NAII's Board of Governors: Donald C. Cole, senior vp-specialty
operations of the Greenwich, Conn.-based W.R. Berkley Group; and
Robert E.H. Rabold, president and chief operating officer of the Co-
lumbus, Ohio-based Motorists Mutual Insurance Co.

Another seven officers were re-elected to three-year terms on the
board. They are: H. Max Tanner, chairman and chief executive offi-
cer of the Auto-Owners Insurance Co. of Lansing, Mich.; Marston
Nauman, president of California Casualty Insurance Co. of San
Mateo, Calif.; Duane L. Miller, executive vp and chief executive
officer of Country Mutual Insurance Co. of Bloomington, Ill.; and
Dean W. Case, chief executive officer of General Casualty Cos. of --
Wisconsin, based in Sun Prairie, Wis.

Also re-elected were J.J. Miranda Jr., executive vp of the Louis-
ville-based Kentucky Farm Bureau Mutual Insurance Co.; Joseph E.
McMenamin, president of the Philadelphia-based Keystone Insur-
ance Co.; and Joseph J. Pero, president and chairman of the ex-
ecutive committee of the Detroit-based Motors Insurance Corp.

-By Judy Greenwald
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Given the "twin benefits" of pre-

mium growth and profitability, "al-
most any established and reasonably
well-managed company could and
should have made money in those
years," Mr. Jamieson said.

"I have read dozens of annual re-

ports, however, in which the CEO,
usually with modesty and even some
subtlety, nonetheless attributes the
improved results to his own and his
management team's superior perfor-
mance.

"You get the feeling that they start
believing that rhetoric, forgetting
that a rising tide lifts all boats. And
so with two or three successful years
and restored surplus providing the
capacity, we have seen companies
sailing into 1988 with a confidence
that growth and profitability are as-
sured for them, and thus, a new cycle
is born."

There are many conditions that

sustain the downward cycle once it
has started, Mr. Jamieson said.

Some of the current factors are

beyond the industry's control, he
said: general business trends; the rate
of inflation and its effect on premi-
ums, losses and investment yields;
new federal income tax burdens; the

type and extent of future regulation;
the "meritless" antitrust litigation
filed by 19 state attorneys general
against the industry; and the judi-
ciary, "with whom we seem to have
virtually no dialogue."

"Even the value of the U.S. dol-

tar in relation to other European and
Asian currencies can have a major
effect on the U.S. market," he said.

"Considering the relative ease of
entry into the U.S. market and the
perception by many that the dollar
Ls undervalued, the potential for sub-
stantial foreign capital to be em-
ployed in the North American mar-
ket, adding to capacity and hence
competition, is a considerable threat
to stability in the market.

"We can only speculate on the im-
pact these activities may have on the
industry, but at the very least they
should cause management to proceed
with caution," Mr. Jamieson said.

However, Mr. Jamieson said, if the

property/casualty insurance industry
becomes "sufficiently pro-active," it
can influence several variables, in-

cluding:
• State and federal legislation. The

industry should attempt to shape tort
reform and uniform product liability
laws, as well as help defeat the drive
to eliminate insurers' limited immu-

nity from federal antitrust laws
under the McCarran-Ferguson Act.

Mr. Jamieson observed the indus-

try "seems to have lost momentum"
on the tort reform issue. "Two years
of profitability have taken the edge
off the urgency of this issue" al-
though it should still be a major con-
cern, he said.

Mr. Jamieson pointed out that "in
the process of getting even this far"
in their push to reform tort law,
property/casualty insurers have "in-
dulged in a lot of lawyer-bashing and
made powerful enemies."

While plaintiffs' attorneys, "who
see their livelihood under attack,"

regard tort reform as a critical issue,
insurers seem to have relegated it to
the back burner, Mr. Jamieson said.

Lawyers' political action cornmit-
tees have raised large sums of money
to fight against tort reform, he ob-
served. While the insurance industry
has its own PACs as well, the indus-

try seems "to be afflicted with a com-
bination of parsimony and ethical
high-mindedness that results in
fund-raising that is pitiful by com-

Besides tort reform, insurers also
should have a strong voice in the
"greatly increased interest in rate,
form and profit regulation," he said.

• The establishment of a dialogue
with "more enlightened" trial law-
yen.

• Experiments in "grass-roots de-
mocracy such as the potentially dan-
gerous California initiatives," said
Mr. Jamieson before the election, re-
ferring to the insurance-related re-
form initiatives on the California

ballot

• The increased demand for costly
insurance data collection and inter-

pretation at the federal level.
• The push by state regulators for

more money-usually in the form of
"dedicated funding over and above
premium tax"-to increase regula-
tory oversight and state regulators'
request for more data.

• The behavior of the independent
agency system "as it pursues its self-
interest."

• Indications that the federal gov-
ernment is seeking more tax revenue
from the industry.

• Consumer advocacy movements.
"We must not simply throw up our

hands in despair" over consumer ad-
vocates, "whose pursuit of illogical
and often inequitable solutions con-
tinues with a persistence which is
hard to comprehend, much less come
to grips with," Mr. Jamieson said.

• Information and messages deli-
vered to consumers at the grass-roots
level.

Mr. Jamiesom suggested that insur-

ers use the following 10 practices to
moderate the cycle:

• Be careful when planning for
and committing to premium growth
for at least the next two years.

Companies that think in terms of
10% to 15% annual premium growth
i·each that only by taking someone
else's business, "and that someone

else will retaliate," Mr. Jamieson ex-
plained.

• Think and plan long-term.
"The cycle will not go away, but

it can be tamed," Mr. Jamieson said,
suggesting that insurers "act defensi-
vely" during soft markets.

• Underwrite defensively. A ba-
lanced book of business minimizes

the cycle's influence on pricing.
• Establish clear price guidelines.
"It is not my perception that field

office line underwriters in most com-

panies are adequately trained or par-
t.cularly well paid to execute this
function, and yet, the latitude given
to them is generally very broad," he
said.

In larger companies, the branch
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underwriter tends to become "bulle-

tin-proof" from home-office direct-
ives when his primary concern is re-
sponding to market pressure to keep
business coming in, he observed.

• "Be true to yourself in loss re-
serving."

The chances of an insurer being
over-reserved, particularly for long-
tail business, "range from slim to
none," he said.

• Select reinsurers carefully.
• Do not underestimate the new

federal tax burdens under the Tax

Reform Act of 1986.

"Given that the greatly increased
taxes will take anywhere from 2%
to 8% of the premium transacted, it
is amazing that we are seeing acce-
lerating price competition," Mr. Ja-
mieson said.

If a catastrophic loss were to cost
the industry a comparable amount,
"it would have a very chilling ef-
feet. I can only assume that the full
impact" of the new tax burden "is
not yet realized or accommodated in
companies' plans and projections,"

he said.

• Shun cash-flow underwriting.
"It's a dangerous game," Mr. Ja-

mieson said.

• Dedicate adequate resources to
good communication.

• Never short-change claimants.
"Claims efficiency is important but

should not be confused with fairness
or lack of it," he said.

"The public's reaction to the ex-
cessive price swings and market re-
strictions of the last four years has
unleashed very powerful forces mov-
ing to change and regulate and re-
strict our business," Mr. Jamieson
also pointed out.

The momentum in Washington and
in state legislatures to tighten regula-
tion continues, even though price
competition has returned, he noted.

But, he added, insurers have not
lost these battles. Insurers can do a

better, more efficient and more cost-

effective job for the consumer, but it
will take responsible management,
and better, more open communica-
tion, Mr. Jamieson stressed. I
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Courts siding with insurers
in more cases: NAll's Beck

By JUDY GREENWALD

BOSTON-Court decisions may
finally be turning in favor of in-
surers, says the president of the
Naticnal Assn. of Independent In-
surers.

"We're not winning every case,
naturally. But changes are occur-
ring. Hopefully, this fresh breeze
will become a wind of change,"
Lowell R. Beck told attendees of

the NAII's 43rd annual meeting in
Boston earlier this month.

Mr Beck also discussed details

of a new NAII public relations
campaign designed to improve the
industry's image.

Mr Beck said several court decl-

sions this year have made him op-
timistic that insfirers' legal for-
tunes may be improving. These
,are:

• The California Supreme
Court's reversal of the Royal-
Globe doctrine, which involved

third parties' ability to sue insur-
ers for bad faith.

• A California circuit court de-

cision involving Employee Retire-
ment Income Security Act plans.

• A New York State appellate

Clinical Diagnostic Laboratories
Professional Liability

This fine program featu res a well respected
carrier, a prudent rating basis and a wide range
of optional limits of liability. In this troubled
marketplace we are pleased to be able to
continue to offer a viable market to our
agents and brokers for their insureds.
For further Information or applications call or write ...

COVER) CORPORATION
P.O. Box 5096, Southfleld, Michigan 48086
Telephone: (313) 358-4010 Telex: 23-5635

court decision involving medical
malpractice insurance rates.

• A U.S. Supreme Court decision
concerning the crash of a govern-
ment helicopter.

The California Supreme Court
this summer overturned its own

1979 Roya Globe Insurance Co. us.
Superior Court decision. The 1979
ruling allowed plaintiffs in per-
sonal injury cases to sue a defen-
dant's insurer for bad faith (BI,
Aug. 22).

In its Aug. 18
ruling, the
court said that Nll
the Royal-
Globe doctrine

had caused "escalating insurance
costs to the general public, result-
ing from insurers' increased ex-
penditures to fund coerced settle-
ments, excessive jury awards and
increased attorney fees," according
to Mr. Beck.

"We couldn't possibly have said
it better ourselves. In fact, we had
been saying it for years, and the
NAII participated in this case by
presenting its own friend of the
court brief," he said.

"Royal-Globe has been a painful
and expensive concern for all in-
surers. Bad faith lawsuits used to

be restricted to first parties and
assignment cases, to people who
had entered into a contract with a

company," Mr. Beck said.
"But Royal Globe swept aside

that relationship by allowing suits

from third parties, people to whom
insurers were not even contrac-

tually connected. And it said that a
single incident, rather than a busi-
ness practice, was sufficient cause
for a suit," he said.

"The result, to nobody's surprise,
was a flood of bad faith actions

against insurers. Now, thankfully,
the court has reversed this disor-
der."

A few weeks after the Royal
Globe reversal, the U.S. 9th Circuit
Court of Appeals in San Francisco
struck down a California law that

had given plaintiffs broad rights to
sue insurers, according to Mr.
Beck. This statute permitted health
care insurance beneficiaries to sue

insurers for delay or denial of
claims payments (BI, Oct. 10).

Mr. Beck said plaintiffs claimed
that remedies available under Cal-

ifornia law could be invoked be-

cause of a provision in ERISA that
left regulation of insurers to the
states.

However, the court ruled in Ken-
ney vs. Connecticut General Life
Insurance Co. that claims stem-

ming from an ERISA-regulated
plan should be adjudicated under
federal rather than state law.

As a result, punitive damages,
allegations of intentionally inflict-
ing emotional distress "and other
slippery psychological injuries"
are now barred, Mr. Beck said.
"Hundreds of similar cases involv-
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ing hundreds of millions are pend-
ing. They will now have to be
amended or dismissed."

A third court decision favorable

to insurers was by the U.S. Court
of Appeals in New York, which
ruled in favor of a suit that the

NAII and others filed challenging
the state's medical malpractice
rate regulation, said Mr. Beck.

Two years ago, the Legislature
granted New York Superintendent
James P. Corcoran the authority to
set medical malpractice rates
without a hearing, Mr. Beck said
(BI, June 30, 1986)

"The rates he set later were

grossly inadequate," said Mr.
Beck. The NAII and others went to

court claiming this was unconsti-
tutional, he said (BI, Jan. 19, 1987).
"It was taking property without
even a hearing."

"That situation was desperate
and it still is," said Mr. Beck. The

Medical Malpractice Insurance
Assn.-a statutorily created joint
underwriting association-and the
physician-owned and -operated
Medical Liability Mutual Insur-
ance Co. have a combined deficit of

more than a billion dollars, which
eventually will have to be paid by
all insurers through assessments
against them, according to Mr.
Beck.

A U.S. District Court decision

denied the law was unconstitu-
tional and furthermore said it

should abstain from interfering in
state regulation.

But on appeal, the appellate
court ruled that the legislation
could be considered unconstitu-

tional, and that the case deserved
to be tried on its merits. A trial will

be held in U.S. District Court, said
Mr. Beck "and we believe that we

have a good chance of winning."
A fourth case, which was decided

June 24 by the U.S. Supreme
Court, involved a Marine officer
who died in a crash of a military
helicopter during a training exer-
cise (BI, July 4). The Marine's fa-
ther sued the helicopter's manu-
facturer, alleging a defect in the
design of the escape hatch, said
Mr. Beck.

The Supreme Court ruled that
private contractors that design
products for the federal govern-
ment cannot be held liable under

state tort laws for accidents caused

by defects in the product if the
product meets government specifi-
cations and the company warns the
government of any defects known
to the contractor.

The Supreme Court found that
state tort law was displaced by the
federal torts claim act, which

"prohibited state courts from sec-
ond-guessing the government's
discretionary functions," said Mr.
Beck.

"What makes this case important
is the awareness of the court that

all liability is not an individual
burden to be carried by every de-
fendant who has funds available,
regardless of what the contract
says or what the previous under-
standings might have been," he
said.

"This attention by the courts to
the far-reaching and unintended
effects of their decisions is to be

welcomed by our industry and the
public we serve," said Mr. Beck.

In attempting to reach the
"noble goal" of compensating
whoever suffers harm, "some court
decisions went too far," Mr. Beck

said. And, along with the expan-
sion of liability and broadened use
of joint and several liability that
developed out of these cases, the
insurance availability crisis hit.

This forced the industry into a
nationwide drive for tort reform,
"and now we're contending with
its backlash," said Mr. Beck. This
contributed to the attorneys gen-
eral's antitrust suits, the insur-

ance-related propositions in Cali-
fornia (see story, page 1) and a
"renewed attack" on the McCar-

ran-Ferguson Act.

The courts' attention
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says Lowell Beck.<

Turning to a discussion of the
NAII's public relations campaign,
Mr. Beck said: "The continued

health and indeed the survival of

our business depends on an in-
formed and educated public.

"The people who don't know
anything about us or, worse yet,
have poor views of us sit on juries,
respond to polls, file complaints
and write their congressmen."

Mr. Beck noted that despite the

contradiction, the public fre-
quently expresses a low opinion of
the insurance industry but thinks
its own insurer or insurance agent
is "terrific."

*

this

"We are using that insight as a
springboard for a substantial pub-
lic education program in 1989," he
said. The NAII is designing
monthly "company resource"
packets, each of which is devoted
to a single message, including
rates, profitability and safety, he
explained.

"We are also resuming the exec-
utive media program, through
which we previously reached a TV
and radio audience of more than

39 million," Mr. Beck said.

The NAII also is producing a
film, -Coming Through the
Storm," which describes the value
of insurance and how: it works for
the public, Mr. Beck said. Copies
will be sent out early next year.

Urging the NAII's members to
participate, Mr. Beck said the pro-
gram's main thrust is "to take ad-
vantage of a priceless commodity,
the existing access you have to
your customers and the good opin-
ion that your own policyholders
have of you." I
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Insurance offe red for small computers
Atlantic Mutual Cos. is introduc-

ing a new insurance policy for
smaller computers similar to its
mainframe computer insurance
program.

"The Minicomputer insurance
program is a companion policy to
the EDP (electronic data pro-
cessingl coverage." which Atlantic
Mutual introduced earlier this year
(BI, July 18), said Alan K. Crater,
assistant vp.

"We now have the ability to pro-
vide specialized coverage for all
sizes of computer systems, frim
laptops to mainframes," he said.

The EDP policy-which covers
computer systems valued frim
$250,000 to $23 million-and :he
minicomputer policy-which pro-
vides coverage up to $500,000-
share many of the same features,

Products & services

Mr. Crater said.

For example, both policies cover
the full replacement costs for
hardware damaged by flooding,
fire, electrical power surges, tem-
perature or humidity changes, and
even earthquakes, he said.

Those companies that have cov-
erage for both mini and micro sys-
tems can obtain mainframe cover-

age at lower deductibles and
premiums.

The policy also covers: computer
programs and data; business inter-

ruption; expenses for arranging al-
ternative computer facilities when
offices are closed because of dam-

age to the prernises or an adjacent

NEW ACCREDITATION COMMISSION

The American Commission of Quality Assurance and Utiliza-
tion Review Accreditation Organization is a new association
recognized by the American Board of Quality Assurance and
Util zation Review and the American Board of Quality
Assurance and Utilization Revi€w Physicians. ACQAURAO is
looking for Peer Review Orgal zations who are motivated to
increase the quality of the care :hey provide as they decrease
the cost.

ACQAURAO will make a positive impact on the world of Peer
Review by accrediting organizations which meet a standard of
excellence. Our purpose is to provide necessary recommen-
dat'ons to help improve the qiality of your organization. Once
accredited, you will enjoy the slatus of being a Certified Peer
Review Organization.

If you would like to be one of tte first Peer Review Organiza-
tiors to achieve this certificaticn, please contact:

ACQAURAO
1777 Tarriam -rail, Suite 205

Port Ctarlotte, FL 33948

(800) 544-0920

building; and expenses for cooling
computer facilities during tem-
porary loss of air conditioning.

"Our policy covers risks that are
uniquely associated with computer
operations," Mr. Crater said. For
example, equipment operated or
stored at unscheduled locations is

covered for 30 days and newly ac-
quired equipment for 60 days.

"We will pay for software and
hardware losses caused by power
surges, wherever they may have
occurred, within the building or

miles away," Mr. Crater asserted.
The minicomputer policy is

available nationwide except for
Hawaii, Michigan, New York and
South Carolina, where it is await-

ing state approval.
For more informaticn contact

Alan K. Crater, Assistant Vp, At-
lantic Mutual Cos., 430 Mountain
Ave., Murray Hill, N.J. 07974; 201-
771-0660.

Mental health review

Intracorp Inc. now is offering
outpatient mental health and sub-
stance abuse review among its
cost-containment and disability
management products.

"Outpatient mental health and
substance abuse care is an alter-

native to expensive inpatient psy-
chiatric care, both for its cost-sav-
ing potential and because it is
often more effective to treat the

patient in an atmosphere where
family and friends can provide
support," said Doug Leland, vp of
product development and manage-
ment for Intracorp of Wayne, Pa.

One way the service contains
costs is by interfacing with all of
Intracorp's current full-service ca-
pabilities, Mr. Leland said.

For example, because mental ill-
ness and substance abusefre-

quently increases the need for
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other types of medical and surgical
care, the firm can also access the

history of patients who have been
involved with its medical/surgical
review program, providing valu-
able information that may impact
the patient's treatment and effec-
tive cost management, explained
James L. Connor, Intracorp's man-
ager of product development.

Due to the varied nature of men-

tal health and substance abuse

diagnoses, treatment and illness
duration, Intracorp's review pro-
cess compares proposed treatment

plans to objective outpatient cri-
teria-developed with the Ameri-
can Psychiatric Assn. and mental
health care consultants-for medi-

cal necessity and appropriateness,
Mr. Connor noted.

According to Mr. Connor, if at

any stage of the review process an
Intracorp licensed mental health
and substance abuse professional
concludes that treatment efforts

are inappropriate or unnecessary,

they will report this to the patient,
his or her insurer or claims payer
and the treatment clinician.

However, he added, it is the pa-
sient, along with his or her clini-
cian, who ultimately decides
whether to continue treatment.

The new service is available on

both a capitated and per-review
basis.

For more information contact

James L. Connor, Intracorp Inc.,
701 Lee Road, Chesterbrook Cor-
porate Center, Wayne, Pa. 19087;
215-687-9450.

Medical malpractice
Frank B. Hall & Co. Inc. has in-

troduced a medical malpractice in-
surance program for ambulatory
care centers.

Dubbed ACCuguard, the policy
was developed "by working closely
with the National Assn. for Ambu-

latory Care," said Arthur P. Tour-
ville, a Hall vp and one of ACCu-
guard's developers.

The malpractice coverage is
available through Hall's 51 domes-
tic offices and is underwritten by
Reliance Insurance Cos. Policies

provide limits of up to $1 million
per claim and $3 million aggre-
gate.

Costs vary according to territory;
there are four territories in the

United States.

Mr. Tourville estimates that

there are more than 5,000 free-

standing ambulatory care centers
-located in areas like shopping
mails, as opposed to hospital prem-
ises-in operation nationwide,
with an estimated growth rate of
250 centers per year.

For more information contact

Harvey Kopff at Frank B. Hall &
Co. Inc., 549 Pleasantville Road,
Briarcliff Manor, N.Y. 10510; 800-
325-7172.

Containment system
A new containment system from

Environmental Products Inc. is

available to help companies and
institutions that handle hazardous

materials safeguard against en-
vironmental pollution.

The portable E.P. Containment
System is a prefabricated building
for storage of hazardous chemicals
that "features a 100% leakage-free
containment floor" and meets cur-

rent federal regulations, according
to the company.

"Our containment system pro-
vides a simple, cost-effective way
to prevent soil and groundwater
pollution," said Ken Lazar, En-
vironmental Products' corporate

director of marketing and sales.
EP's product manager, Jeffrey D.

Binder, said the system is ideally
suited to companies that handle
small amounts-50 gallons to 100
gallons-of hazardous materials

needing temporary storage.
For example, companies can use

the system as a "way station,"
prior to permanent storage, Mr.
Binder noted. Also, the spill ac-
countability feature-required by
law-facilitates use as a dispensing
station, he added.

The smaller, 22.5-square-foot
building has one door and holds 10
55-gallon drums, while the two
46.3-square-foot models-one with
two doors-hold 18 55-gallon
drums.

Other standard features include:

side wall to roof venting, interioI
static grounding, chemical-resis-
tant epoxy finish and loading

ramp.

Interior/exterior lighting, forced
air ventilation, liquid level indica-
tor and a dry chemical fire sup-
pression system are among the op-
tional features.

"This system will. . .enhance

worker safety while reducing th€
risk of incurring reporting and

clean-up costs," Mr. Lazar ex-
plained.

For more information contact

Jeffrey Binder, Environmental
Products Inc., P.O. Box 900, 169 S.
Main St., Orrville, Ohio 44667-
0900; 216-682-7015.

Carwash liability
A property/casualty insurance

program designed to meet the
needs of professional carwash op-
erations is now available through
George F. Brown & Sons Inc.

"Professional carwashes need

the all-around protection that a
package can offer," said Robert
Moroney, assistant vp and manager
of the program.

Created specifically to protect
self-service and full-service car-

washes, the program covers: prop-
erty on an all-risk basis; general li-
ability to a combined single limit
of $1 million, with higher limits
available on request; on-premises
autos; glass; extra expense; valu-
able papers and records; accounts
receivables; and money and securi-
ties.

The minimum premium is $750
for the package and $500 for gen-
eral liability coverage only.

According to Mr. Moroney, the
company recently reduced rates by
35% for self-service operations,
and 30% for conveyor operations in
most states to stay competitive.

The program, which is available
through the broker's regional of-
fices in Atlanta, Chicago, San
Francisco and Los Angeles, is also
offered to brush roller operations,
Mr. Moroney said.

A wholesale commercial prop-
erty/casualty insurance brokerage,
George F. Brown & Sons Inc. is a

unit of Interstate National Corp., a
Fireman's Fund Insurance Cos

subsidiary.
The policy is underwritten by

Chicago Insurance Co., another
Fireman's Fund unit.

For more information contact

John Voelker in Atlanta at 404-

396-7620, Joe Hucker in Chicago at
312-977-9400, Rod Neitzel in Los

Angeles at 213-383-7501, or Roy
Cody in San Francisco at 415-777-
3278.

Carpal tunnel test
The NervePace Electroneuro-

meter provides employers with a
way to verify carpal tunnel syn-
drome in the workplace as well as
screen potential employees.

The ailment, which develops pri-
marily in the wrists, is prevalent
"in the industrial community and
stems from repetitive motion," ex-
plained Randall K. Stock, Advan-
tage Health Systems' vp of sales
and marketing.

Developed at the University oj
Continued on next page
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Iowa Medical Research Center, the
instrunnent rneasures rnotor laten-

cies of the carpal tunnel's median
nerve in the wrist, which would
indicate the presence of carpal
tunnel syndrome, said Mr. Stock.

Carpal tunnel syndrome is the
biggest cause of physical incapac-
ity in the workplace next to back
injuries, Mr. Stock said, noting
that the average cost of surgery,
including rehabilitation costs, is
about $30,000.

In addition to pre-employment
screening and verification, em-
ployers can use the hand-held bat-
tery-powered instrument on an on-
going basis, Mr. Stock said. In
doing so, they are able to control
and manage problems as they de-
velop, by rotating employees to
tasks requiring less repetitive mo-
tion, for example.

The electroneurometer is de-

signed to operate on a very low in-
tensity stimulus for maximum
safety and comfort, and gives re-
sults instantly.

The LCD digits show latency
time in milliseconds.

With increasing awareness of
keyboard operators' susceptibility
to this type of injury, "response (to
the instrument has) been over-
whelming," Mr. Stock said.

The tester is $2,995 and a box of
60 electrodes is available for $50.

Three electrodes are required per
test.

For more information contact

Randal K. Stock, Vp of Sales and
Marketing, Advantage Health Sys-
tems, 406 W. 34th St. Kansas City,
Mo. 64111; 800-346-2139; 816-
531-4848 in Missouri.

Caterer coverage
Mobile catering truck owners/

operators in California and Ari-
zona can now purchase general and
product liability coverage from
Anderson & Murison Inc.

The Los Angeles-based manag-
ing general agent is offering the
policy, which excludes commercial
auto exposures, for single vehicle
as well as fleet owners/operators,
according to a statement.

Premiums are $300 for $300,000
in coverage limits, $500 for
$500,000 in limits and $750 for $1
million in limits, said Casualty
Manager Sorn Harn. He would not
identify the underwriter of the
program.

When Colonial Penn Insurance

Co.-until recently a major un-
derwriter of this type of insurance
-pulled out of the market, it
created a void while opening up a
window of opportunity for A&M,
said Mr. Harn.

While other insurers offer a simi-

lar product, he observed, their
"prices are not in the ball park."

Meanwhile, A&M is not author-

ized to sell the program outside of
California and Arizona, he said.

For more information, contact
Sorn Harn, Anderson & Murison

Inc., 800 W. Colorado Blvd., P.O.
Box 41911, Los Angeles, Calif.
90041; 213-255-2333.

Books/videos
"Miller's Standard Insurance

Policies Annotated" is a four-vol-

ume collection of cases reported in
the United States since 1978 that

interpret 140 different types of in-
surance policies and endorsements.
The insurance case annotations

are arranged by policy, section,
jurisdiction and date. Readers can
find insurance precedents for all
recently reported cases that dis-
cuss the particular section or
clause of common policies. Peri-
odic supplements will be available
to keep the book current. The set,
which costs $445, is available on a
30-day trial basis. To order, con-
tact Legal Research Systems Inc.,
P.O. Box 2071, Hartford, Conn.
06145; 800-437-5200.

"Driving Down Health Care
Costs: Ideas and Strategies" takes

a close look at which health care
cost containment measure are

working and which are not. Com-
pensation and benefits profes-
sionals provide a "hands-on" re-
view of cost containment methods

in key areas, including: cata-
strophic illness expenses; pre-
ferred provider and health mainte-
nance organizations; employee
assistance programs; worksite
wellness programs, etc. To order,
send $59 to Panel Publishers Inc.,
14 Plaza Road, Greenvale, N.Y.
11548 or call 516-484-0006.

A new, consumer-oriented au-
diovisual presentation from La-
venthol & Horwath helps explain
the recently enacted Medicare
Catastrophic Coverage Act. The
$295 audiovisual package includes:
46 color slides; a narrative audio-
cassette; a copy of the audio script;
a guide to organizing and publiciz-
ing the presentation; take-home
brochures for the audience that

recap major features of the act;
and a copy of the L&H 1989
"Guide to Social Security." For
more information or to order, con-
tact Robert MacKenzie, Laventhol
& Horwath, 1845 Walnut St., 11th

Floor, Philadelphia, Pa. 19102;
215-299-1863.

"Policies in Review," a new ser-

vice offered by the John Liner Or-
ganization, is a monthly property/
casualty information service deliv-
ering comprehensive analyses of
non-ISO insurance policies. A
one-year charter subscription is
now available for $144. a $48 sav-

ings off the regular annual sub-
scription rate. To order, contact
the John Liner Organization, in
care of Shelby Publishing Corp.,
210 Lincoln St., Boston, Mass.
02111-2491; 617-423-0978 in Mas-
sachusetts; 800-682-5759 else-
where.

A series of international coun-

try reference guides published by
William M. Mercer-Meidinger-
Hansen Inc. helps employee benefit
managers for multinational cor-
porations effectively manage com-
pensation and benefit programs in
each country in which their com-
panies operate. Nineteen country
reports are currently available,
and severalnnore are in produc-
tion. The guides, averaging 40
pages in length, are available in
both printed and diskette form.
Copies are available through local
Mercer offices or can be ordered

for $250 each (plus $25 for a dis-
kette copy of each report, and
shipping and handling charges)
from William M. Mercer Inc., Mar-
ket Post Tower, Suite 1650, 55 S.
Market St., San Jose, Calif. 95113.

Quantity discounts are available if
10 or more reports are ordered at
one time.

"An Employer's Guide to Pur-
chasing Managed Health Care Ser-
vices," written by Laird and
Joanne Miller in collaboration

with the National Assn. of Em-

ployers on Health Care Action-
Blue Book Inc., assists employers
in purchasing quality managed
health care services at the lowest

possible price. The guide is avail-
able for $49.50 from NAEHCA-

Blue Book Inc., 104 Crandon Blvd.,
Suite 304, Key Biscayne, Fla.
33149.

The Risk & Insurance Manage-
ment Society Inc. has released
"Case Studies in Risk Manage-
ment," a compendium of nine pre-
viously published case studies for
use in risk management education.
Questions and suggested answers
have been added to each of the

cases, which consider products/
pollution liability, workers com-
pensation and rehabilitation, em-
ployee safety, contracts, acquisi-
tions and crisis management.
"Cases" is available for $37.95,

$32.95 for RIMS members, from
Risk Management Society Publish-
ing Inc., 205 E. 42nd St., New
York, N.Y. 10017. Add $2.50 post-
age for up to three books; $4.50 for
four to seven books; and $6.50 for

eight or more. I
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Today, the insurance market is
sharp-eyed. Clients are more
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aware of their options. What counts
is substance. Here's ours: RLI's

niche is specialty products and per-
sonal and small business umbrellas.

To be the best in our niche, we're in-
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more streamlined claims processing

capability. We're expanding our staff
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By DEBORAH SHALOWITZ
WASHINGTON-John Morrell &

Co. is suing the Occupational
Safety & Health Administration in
response to the $4.3 million fine
the agency proposed against the
meatpacker last month.

The suit, filed Oct. 31 in U.S.
District Court in Sioux Falls, S.D.,

charges that OSHA violated Mor-
rell's due process and equal pro-
tection guarantees by creating a
"selective enforcement posture"
through which Morrell "would be
arbitrarily held to a higher stan-
dard of safety...than that re-
quired of other. .meatpacking
companies," according to a spokes-
man for the company.

OSHA has proposed to fine Mor-
rell, a subsidiary of Cincinnati-
based United Brands Inc., for al-

leged violations of hundreds of
federal safety and health standards
at its Sioux Falls packing plant.
The fine is the largest ever imposed
by OSHA against a single em-
ployer.

OSHA cited the meatpacker for
allegedly willfully ignoring a crip-
pling illness, called cumulative
trauma disorder, which affected
more than 40% of the Sioux Falls

workforce in a single year. Cumu-
lative trauma injuries, which in-

clude carpal tunnel syndrome, are
caused by repeated hand, wrist and
arm motion involved in an occupa-
tional task.

Company illness and injury rec-
ords show that 880 of Morrell's

2,000 employees sustained serious

Washington
and sometimes disabling cumula-
tive trauma injuries between May
1987 and April 1988, according to
OSHA.

The cumulative trauma inci-

dence rate at Morrell's Sioux Falls

plant is nine times greater than the
meatpacking industry average of
4.8 per 100 full-time workers per
year and more than 600 times the
rate for all U.S. industries, accord-
ing to the agency.

During a six-month investiga-
tion of the plant, the National In-
stitute for Occupational Safety &
Health found that in 173 jobs exa-
mined at the plant, 722 employees
were exposed daily to a significant
risk of contracting cumulative
trauma disorder.

Assistant Secretary of Labor and
OSHA chief John A. Pendergrass
charged that the plant's manage-
ment knew about the causes and

remedies for the disorder perhaps
as early as 1984 but failed to cor-
rect the problems.

Instead, the company allegedly
forced its afflicted employees zo
continue working on the produc-
tion line, OSHA charged.

"This case involves an employer
who knew about a serious health

hazard, saw the tragic toll on its
workers and chose to ignore it."
Mr. Pendergrass said.

However, Morrell Chairman Mil-

ton J. Schloss charged that OSHA
"completely ignored the tremen-

dous safety advances we have
made in the past few months."

According to statistics compiled
by Morrell, the meatpacker's cu-
mulative trauma injury rate has
dropped from a high of 26.23 per
100 full-time employees in April
1988 to 3.06 per 100 full-time em-
ployees in October 1988.

New FICA wage base
Employers and employees will

pay Social Security taxes on a
greater portion of wages next year,
the Social Security Administration
says.

On Jan. 1, the FICA taxable wage
base will rise to $48,000 annually
from the current $45,000 base.
However, the rate at which these
earnings are taxed will remain at
7.51% for both employees and em-
ployers in 1989, the same as in
1988.

The increase in the taxable wage
base will raise the maximum tax

paid by employers to $3,604.80 per
worker in 1989 from $3,379.50 in
1988.

Social Security recipients also
will receive a 4.0% cost-of-living
increase beginning in January.

The maximum job-related in-
come a retired worker under 65 can

earn without a reduction in Social
Security benefits will be $6,480 in
1989, up from $6,120 this year.

Workers between the ages of 65
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For almost two decades, our firm has been
serving a clientele that ranges from multi-
national corporations to fishing boat oper-
atorsto provide security formarine related
risks. The extent and quality of our ser-
vices are equally broad. As our clients
will attest, we have built a reputation based

on fair competitive rates and on experi-
ence and professionalism in the devel-
opment of terms, conditions and special
clauses for coverage of complex, un-
usual marine risks. And ourclaimsdepart-
ment is one of the most efficient in the

business. Problem solving is our specialty.

Quality With Consistency

Continental Unde:writers, Ltd. r
419 Decatur St. New Orleans, Louisiana 70130 ,Telephone (504) 581-7493
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and 69 can receive $8,800 in job-
related pay in 1989 before Social
Security benefits are reduced, up
from $8,400 this year.

Staffers depart
A key Senate staffer on benefit

issues is leaving Capitol Hill to join
a benefit consulting firm.

Helen Darling, a senior health
policy adviser to Sen. David
Durenberger, R-Minn., this month
will join benefit consultant Will-
liam M. Mercer-Meidinger-Hansen
Inc. in the company's Stamford,
Conn., office.

As an aide to Sen. Durenberger,
Ms. Darling was involved in a wide
variety of benefit issues, including
the new law that expands the fed-
eral Medicare program to give re-
tirees better protection from
acute-care catastrophic expenses.

Meanwhile, another important
congressional staffer on benefit
issues has left his post to join a
Washington law firm.

Kent Mason, a staffer with the
congressional Joint Committee on
Taxation, has joined the law firm
of Caplin & Drysdale.

Mr. Kent was heavily involved in
efforts to change Section 89 non-
discrimination rules for welfare

plans as well as establish new pen-
alties for violations of the health

care continuation provisions of the
Consolidated Omnibus Budget
Reconciliation Act of 1985.

Finally, in yet another change,
Harry Conaway, one of the Trea-
sury Department's top staffers on
benefit issues, is expected to leave
his position by the end of year,
probably to join a benefic consul-
tant.

Mr. Conaway played a major role
in the drafting of Section 89 back
in 1986. He also helped develop re-
cently published rules governing
401(k) salary reduction plans.

Pension assets grow
Although pension assets are

growing, they have not reached the
level they were at before last Octo-
ber's stock market crash.

According to the Employee Ben-
efit Research Institute, pension
assets grew 13.8% to $1.24 trillion
as of Oct. 19, 1988, from $1,09 tril-
lion on Oct. 19, 1987, the day of the
stock market crash. The stock mar-
ket decline culminated in a one-

day record 23% decline in the Dow
Jones Industrial Average.

Only three weeks prior to the

crash, on Sept. 30, 1987, pension
fund holdings had grown to $1.3
trillion-the highest end-of-quar-
ter level on record. This build-up
primarily was due to large in-
creases in stock values, according
to EBRI.

Surveillance rules

The Occupational Safety &
Health Administration is seeking
comments on whether it would be

appropriate and feasible to de-
velop generic standards on medical
surveillance and monitoring of em-
ployees exposed to toxic and haz-
ardous substances.

Many of OSHA's health stan-
dards for individual substances

contain medical surveillance and

exposure monitoring provisions
that address issues such as initial

monitoring and frequency of moni-
toring, the use of individual or area
sampling and record-keeping re-
Sults.

A generic standard would not be
substance or industry-specific, but
would be applied to a broad num-
ber of chemicals or industries cur-

rently not covered by individual
medical surveillance and worker

exposure monitoring provisions.
OSHA is seeking comments on

whether generic standards on med-
ical surveillance and worker expo-
sure monitoring should apply to
hundreds of widely used chemicals
for which the agency recently
lowered acceptable air contami-
nant levels (BI, June 13).

The agency also is requesting
comments on:

• What is the value of workplace
medical monitoring and surveil-
lance?

• What criteria should OSHA
use to determine when and what

medical intervention is appropri-
ate?

• How effective are medical sur-

veillance and' monitoring require-
ments in existing OSHA stan-
dards?

• What should the scope and ap-
plication of the generic standard
be?

• What should the economic ef-

fects of a generic medical surveil-
lance and monitoring standard be?

Comments should be sent in qua-
druplicate by Dec. 27 to the OSHA
Docket Office, Docket No. H-031.
Medical Surveillance, or Docket
H-029, Exposure Monitoring, De-
partment of Labor Building, 200
Constitution Ave. N.W., Room N-
2439, Washington, D.C. 20210. I
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Amtrak proposal
135 · 0 .. :i:i:i:;:;;i- * i: *j iujz, I1111i I11 some states fees charged by coun-

sel are strictly limited," he said
Continued from page 3 *11 i

.unl. It,1 8
next year to enact the pilot pro-

O:BCaSEE*En lilili „i Despite Amtrak s contention
that its proposal will benefit toth

gram, according to a spokesman
- 0/811 the railroad and employees, othersfor the senator

-including union officials, plain-
In addition, Rep Bob Whittaker, f./&./.%1

-- tiffs' attorneys and Sen Howard
R-Kan,in September proposed an -.

/_

amendment to another railroad bill
-

.'T m" Metzenbaum, D-Ohio, who chairs
the Senate Labor subcommittee

that would have exempted short-
, that oversees FELA-argue that

line railroads from FELA How-
FELA offers broader protection for

ever, he also withdrew his amend- workplace injuries and illnesses
ment after he was assured that a

and allows workers to collect
hearing would be held on the issue 1 higher amounts than under some
by the House Transportation, ,0 state workers comp systems
Tourism and Hazardous Materials

Amtrak, addition, they say FELA en-
Subcommittee, said a spokesman hances safety by more directly
for Rep Whittaker That hearing is _ penalizing employers found guiltyexpected to be held in early 1989 of negligent acts

Amtrak expects to reintroduce "I truly do not look favorably on
its proposal in February as part of any proposal to remove the Amtrak
its legislative program and there lS '- •,-" / employees from the FELA lurisdic-
"a much better chance that legisla-
tors will consider the matter

tion," Sen Metzenbaum said at the

al it hearing
seriously next year," said Mr "" *De.a ·- * "It would be a step back-40 'Pry
Carol

Railroad Industry officials gen-
ward to use Amtrak employees
as guinea pigs by stripping them of

erally hope that the results of the j the FELA benefits enjoyed b> their
pilot program will show that the Photo Stan Miskiewicz counterparts in the rest of the rail-
new approach saves money, im- Amtrak's plan would radically alter the way railroad workers are compensated for on-the-job injuries. road industry," said Geoffrey N
proves the treatment of workers Zeh, vice chairman of the Railway
and increases safety And, they the number of FELA claims filed ings to Amtrak's anticipated fiscal paid out by Amtrak in 1984, be- Labor Executives' Assn
hope that such data will encourage against the corporation, total 1989 FELA payout of $38 million, tween $5 4 million and $7 1 million He challenged Amtrak's pro-
Congress to expand the program to FELA costs had almost doubled," Amtrak's cost for employee inlury actually was paid directly to attor- jected savings as "misleading -
other railroads he said compensation would be reduced by neys," he said "We will reconsider our position

Since 1908, FELA has required "FELA 15 costing Amtrak over between $4 million and $28 mil- "Moreover, litigation expenses- when the Dodgers move back to
workers to sue employers in state $93,000 per day in claims and ex- lian such as deposition, court, travel, Brooklyn," said a spokesman for
or federal courts-and prove that penses," Mr Claytor said Employee fears of substantially witness and medical expert costs- United Transportation Union,
the employers behaved negligently "I could possibly justify this cost lower compensation under state are also deducted off the top of any which represents most railroad
-to recover damages Recoveries if I believed the mechanisms were work comp laws than under FELA award or settlement The likely re- operating employees
can include non-economic damages m place to decrease the number of are unwarranted, Mr Claytor said SUlt lS that only between 55% and "We ought to leave FELA alone,"
for pain and suffering, which are claims each year and to promote "The GAO also found that Am- 70% of Amtrak's payments in said a spokesman for the Assn of
prohibited under state workers workplace safety," he said "But trak's in}ured employees hired at- FELA cases actually goes to the in- Trial Lawyers of America "The in-
compensation statutes the very system that -s increasing torneys to represent them in 41% of ]ured employees," he said dustry should be accountable for

However, in 1987, 78% of all rail- the costs for which I must annually all cases and that these cases ac- Much of this cost would disap- injuries to those working on the
road injury claims were settled ask Congress to reimburse us is in- cointed for 88% ($21 7 million) of pear if Amtrak were covered under railroads "
without a lawsuit, Mr Harsh said terfering with the efforts we are all the dollars paid Out in FELA state work comp laws, he said State work comp administrators

In contrast, states' work comp taking to reduce those claims " awards Accepting GAO's conser- "While claimants who appeal also are concerned about Amtrak's
systems require that no determina- For example, Amtrak requires vative estimate that attorneys col- workers compensation commission proposal because of the increased
tion of negligence be made before a every Job-related accident or in- lected between 25% and 33% of any decisions may hire counsel, most workload they would face if the
worker receives compensation for a ]ury or illness to be investigated as aard of settlement check to the workers compensation cases pro- proposal is approved
work-related in]ury Depending soon as possible after the accident plaintiff, then of the $23 9 million ceed without representation and in Contznued on page 70
upon the nature of the injury, each occurs by an ad hoc investigation
state fixes the schedule of benefits committee composed of a manage-
based on specific injuries and du- ment employee, the inlured em-
ration of disability ployee's supervisor and one acldi-

Amtrak officials argue that the tional co-worker or safety officer
tort-based FELA system lS too A report of the committee's find-
costly, unfair and inefficient ings is submitted at the completion

FELA "is an anomaly in today's of the Investigation together with
society where timely, dignified and recommendations to prevent fur-
certain compensation for on-the- ther occurrences

"job inluries under workers com- A management member of such
pensation is the employee's right a committee, looking out for the
and the employer's obligation, department's or the company's
said W Graham Claytor Jr , chair- budget, may be inclined to place
man and president of the National the blame for the accident on em-
Railroad Passenger Corp, the for- ployee error, while a labor member
profit corporation that operates of the committee, realizing that at-
Amtrak tributing fault to the employee

"FELA is a tort-based system may result in no compensation
that requires lengthy and often whatsoever for the injured em-
bitter litigation to determine who ployee, may be Just as inclined to

WISD M
was at fault for the employee's in- fault the corporation," he said
jury Under FELA, if the employee "As a result, the critically im-

Talk, talk, talk. That's Just hotwas responsible for the injury, he portant task of learning from past
or she cannot recover any compen- accidents to prevent future ones is air. But talking. Listening. Prob-
sation for the injury, no matter Inherently undermined and neces- ing. Analyzing. Solving. That's
how severe On the other hand, be- sarily deficient," Mr Claytor said

good business. And that's howcause Juries decide this issue of To bolster its case, Amtrak
fault as well as the amount of com- points to the results of a Govern- RLI works with clients. We stick

pensation, excessive jury awards ment Accounting Office report that to our strength: specialty in-
inevitably occur from time to compared the railroad's FELA surance lines such as Directors
time," Mr Claytor said June 22 in costs with estimated costs under
testimony before the Senate sub- two state workers compensation and Officers Insurance for hard
committee systems Connecticut, which pro- to place risks and Professional

There are "numerous" instances vides very high benefits, and Indi-
Liability for miscellaneouswhere one employee may recover ana, which provided much lower

nothing while another employee benefits during the survey period, classes. We deliver quality in all
may recover a windfall for the though benefit levels in Indiana of our services. In underwriting,
same type of inlury, he said were raised significantly in July

pricing, claims handling and"Unfortunately, from a cost per- GAO analyzed Amtrak employee
spective, it takes only one ex- injury claims resolved m 1984, ca- customer service. When you're
cessive Jury award to compel com- tegorizing the injuries both as to good, the word spreads So ask
panies to agree to settle cases that type and duration and then calcu-

your colleagues about RLI. Ifmay be of dubious merit or for lated the benefit levels under ap-
you are a wholesaler, call directamounts higher than should other- plicable state statutory payment

wise be dictated," Mr Claytor schedules at (201) 288-8620. Either is a
said GAO estimated that Amtrak's

wise move.
Exacerbating the problem lS the payout for injury compensation

rising cost of FELA compensation under Connecticut's work comp
and the Inability to foster an en- law would have been S27 million
vironment conducive to a coopera- less than Amtrak's actual FELA
tive safety program, Mr Claytor payout of $23 9 million, a savings RLI
maintains of 11% GAO estimated that injury

Relia.bility•Leadership•Innovation"In 1982, (Amtrak's) total FELA compensation under Indiana's law
costs, including legal expenses, would have been $17 4 million less © 1988 RLI Corp
medical, payments and adminis- than Amtrak's actual FELA
trative costs, totaled $17 4 million payout, a savings of 73%
By 1987, despite little change in Applying these percentage sav-



Negrier named interim chief of SCOR Re
Francois Negrier, president of

Societe Commerciale de Reassur-
ance in Paris, is serving as interim
president and chief operating offi-
cer of SCOR Reinsurance Co., the
operating subsidiary of SCOR U.S.
Corp

SCOR U.S. is 64% owned by
SCOR Paris.

Mr. Negrier, who also is vice
chairman of SCOR U.S. and SCOR
Re, assumed the post following the
resignation of SCOR U.S. Presi-
dent Pierre Croizat (BI, Nov. 7).

Mr. Croizat and SCOR Re Execu-
tive Vp and Chief Underwriting
Officer Francois Chavel resigned
earlier this month to pursue their
own entrepreneurial interests.

"Mr. Croizat's and Mr. Chavel's
contributions to Scor have been
outstanding. We wish them well,"
said Patrick Peugeot, chairman of
SCOR Paris and SCOR U.S.

Jacques Blondeau, who re-
cently joined SCOR Paris as execu-
tive vp, was named president and
chief operating officer of SCOR
U.S. Mr. Blondeau came to the
SCOR Group from Pechiney Group
in Paris, one of Europe's largest in-
dustrial and financial groups. He
spent 13 years in the Pechiney
Group, most recently in Australia
as chairman and president of Pe-
chiney (Australia) and before that
spent four years as senior vp of Pe-
chiney's U.S. operations headquar-
tered in Greenwich, Conn.

Mr. Negrier, who has 37 years of
experience in international rein-
surance, is dividing his time be-
tween New York and Paris, spend-
ing three days a week in New
York.

SCOR U.S. plans to recruit an
American for the SCOR Re's presi-

Comings & goings: industry
dent's post and to appoint a French
chief underwriting officer, said Mr.
Negrier, adding that the board an-
ticipates a new president will be
appointed by year-end.

In other reinsurer changes:
Ronald E. Kaizar was promoted

to vp-treaty underwriting of
American Re-Insurance Co.'s
treaty division in Princeton, N.J.

Kevin B. Ruane joined interme-
diary Richard Whiley Inc. in New
York as vp and chief financial offi-
cer. Previously, Mr. Ruane was
manager of reinsurance accounting
for Crum & Forster Corp.

John W. Dunleavy promoted to
senior vp of J.L. Kelley Inc. in
Franklin Lakes, N.J.

Agents/brokers
Ray M. Warren named presi-

dent of Bayly, Martin & Fay Inc. of
Fort Worth in Texas.

Lawrence J. Babbitt named
managing vp of the Tampa, Fla.,
office of Alexander & Alexander
Inc.

Jay C. Pick joined Williams-
Manny Inc. in Rockford, Ill., as vp
Previously, Mr. Pick was with R.W.
Coyle Co.

Richard S. Hartung joined
Blankinship & McCurdy Inc. in At-
lanta as senior vp. Most recently,
Mr. Hartung was a vp with Alex-
ander & Alexander in Atlanta.

Nancy Lehtinen promoted to vp
at Walter Kaye Associates Inc. in
New York. Also, Jane Williams
promoted to vp of Walter Kaye
Corp. of Rhode Island.

Whenyouneedto
settle for less,

don't settle for less.

MLSS, one of the country's top rated settlement services
companies simplifies the settlement process by offering:

0 Creative settlement design

0 Complete document preparation

0 Settlement conference attendance

0 Training plans and seminars

[] Administrative follow-through

5 Competitive costs

All services are performed with painstaking attention
to detail and your interests always in mind.

3/IT BS . sfructured semements
First ond foremost jn

ML SETTLEMENT SERVICES, INC.

1-800-327-MLSS (6577)
1-800-548-1557 (in caiwomia)

Cameron J. Bruce Jr. and M.
Patricia Casey named vps of
Johnson & Higgins in New York.

David D. Nichols joined John-
son & Higgins National Construe-
tionGroup in Dallas a: vp. Most
recently, Mr. Nichols was presi-
dent of Artex Insurance Agency.

Fred S. James & Co. of Georgia
Inc. in Atlanta announced the fol-

lowing promotions: John F. Barry
to vp, Des A. Yawn to vp and
Ronald A. Santaniello to vp.

Insurers

Anthony F. Trani appointed
vp-group insurance marketing of
Metropolitan Life Insurance Co. in
New York.

Joseph T. Recine promoted to
senior vp at Providence Washing-
ton Insurance Co. in Providence,
R.I

Martin G. Boost promoted to
executive vp of Pacific States Ca-
sualty Co. in Los Angeks.

W. Glenn Yancey and Ronald
L. Jones appointed executive vps
at Arkwright Mutual Insurance Co.
in Waltham, Mass.

Also, Allen D. Alexander
named senior vp and area manager
at Arkwright's Schaumburg, Ill.,
off.ce.

Excess/surplus
Ewett & Crawford Group of Los

Angeles announced the following
appointments to executive vp and
divisional manager: Daniel V. Co-
lacurcio of the western division in

Amtrak proposal

Los Angeles, Ronald Wartick of
the central division in Minneapolis
and Thomas J. Sullivan of the
eastern division in Philadelphia.

In addition, Robert A. Scott in
Los Angeles named executive vp
and chief financial officer.

Also, appointed to senior vps and
regional managers at Swett &
Crawford were Denise D. Dock-
endorf in Orange County, Calif.;
Ronald F. Stone in San Fran-
cisco; Michael E. Hamby in Seat-
tle; Alexander Wayne in Chicago;
Donald J. Tarrence in Dallas; W.
Robert Jones in Atlanta; Peter A.
Wilkens in New York; Robert J.
Lyons in Boston; and Herbert F.
Moulton in Portland, Maine.

Swett & Crawford also ap-
pointed Donald F. Privett and
Robert F. Ougheltree, both in
New York and Augustus Gallup
in Los Angeles to senior vps.

Other suppliers
Bruce D. Schobel joined the

Social Security Services unit of
William M. Mercer-Meidinger-
Hansen Inc. in Louisville, Ky., as a
senior consultant. Previously, Mr.
Schobel was a senior adviser for

policy in the U.S. Social Security
Administration.

John T. MeNamara named re-

gional managing director of the
New York metropolitan region of
Godwins Inc., the employee bene-
fits and actuarial services subsidi-

ary of Frank B. Hall & Co. Inc.
Martin E. Segal Co. in New York

announced the following promo-
tions: Richard A. Rezek, senior
vp-Midwest region, to director-
multiemployer national accounts;
Richard M. Frenzel, senior vp, to

Continued from previous page
The International Assn. of Industrial Accident

Boards & Commissions briefly reviewed Amtrak's pro-
posal at its annual convention last summer. The
IAIABC is expected to appoint a subgroup in March to
review the proposal so the organization can take a po-
sition on it lazer next year, said J.T. Noblin, the
IAIABC's executive director.

In response to an informational mailing from Am-
trak about the proposal, state work comp administra-
tors also expressed concerns about determining which
wcrk comp statutes wculd govern accidents involving
highly mobile railroad workers, Mr. Carol said.

Amtrak's proposal calls for an employee's jurisdic-
tion to be determined by where he normally reports for
duty. If a worker has no normal location at which he
reports for duty, the state where his supervisor re-
ported to work would have jurisdiction, Amtrak sug-
gested.

However, most state work comp administrators did
not want Amtrak employees to be treated differently

regional manager of the company's
Midwest region; and Lall Bachan,
senior vp, to head of the company's
Chicago office.

Kenneth W. Aaron named vp-
managed care for August Interna-
tional Corp., a health care cost-
containment management com-
pany.

Craig Adams joined Buck Con-
sultants Inc. in New York as a ben-
efit consultant.

Mr. Adams was previously a se-
nior vp-national benefit consulting
division with Corroon & Black

Corp.
Alan Mills joined Cascade

Technologies Inc., a software firm
in Carle Place, N.Y., as president.
Most recently, Mr. Mills was a eon-
sultant with TPF&C, a division of
Towers, Perrin, Forster & Crosby
Inc.

Executive dies

at NAll meeting
BOSTON-G. William Gun-

nison, executive vp of Em-
ployers Reinsurance Corp.,
died of a heart attack earlier
this month while attending the
National Assn. of Independent
Insurers' annual meeting in
Boston.

Mr. Gunnison, 64, formed
Employers Re's facultative
underwriting department in
1966. He was promoted to vp
in 1974, senior vp in 1977 and
executive vp in 1983, when he
assumed responsibility for the
individual lines underwriting
division.

from all other employees when it came to the jurisdic-
tion issue, Mr. Carol said. Most states define jurisdic-
tion on the basis of whether an employee lived in the
state, works in the state or if the accident occurs in the
state, he said.

In addition, most state administrators objected to
Amtrak's proposal that it be allowed to self-insure its
workers compensation risks without meeting individ-
ual states' bonding requirements, Mr. Carol said.

rangement, Mr. Carol said.

and credit of the U.S. government to ensure that em-

insolvent.

pay Amtrak's debts if it became bankrupt "has nevei
been clearly determined," he said. I
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Wood frame buildings even without a sprinkler system
Liquor Law Liability • Swimming Pools

. ollution Liability (goIf course herbicides, pesticides, etc.)
Directors & Officers Liability • Umbrella Liability

Virtually every difficult Liability exposure

r

BROWNYARD
\BROTHERS

20 Fourth Avenue, Bay Shore, NY 11706-9838
800-645-5820 (In NY 516-666-5050

FAX: (516) 666-5723



CGL forms
Continuedfrom page 1
Management Society Inc., the Na-
tional Assn. of Insurance Brokers

and others blasted the proposals.
Letters will be mailed by ISO

today to all state insurance com-
missioners. ISO is expected to set a
new effective date for the propos-
als next month, the spokesman
said.

Jon Harkavy, RIMS' director of
governmental affairs, among those
who objected to the proposals at
the hearing, applauded ISO's deci-
sion to postpone implementation.

It removes the pressure of a
"false deadline,'' said Mr. Har-
kavy, who added that he hopes the
delay will lead to a dialogue on
the proposals among regulators,
insurers, producers and risk man-
agers.

"I would hope the discussion can
be more constructive as opposed
to adversarial," he said.

At the hearing earlier this
month, held by the National Assn.
of Insurance Commissioners, risk

managers and brokers fired a bar-
rage of criticism at ISO's propos-
als.

While "ISO has publicly stated
that these proposals are 'technical
in nature and intended to clar-

ify'. . .We as buyers of insurance
strongly disagree with the simpli-
fication," said William Blick Jr.,
assistant treasurer of the Melville,

N.Y.-based Allen Group Inc., in
written testimony submitted at the
hearing.

"We believe that here again we
are faced with a slick, calculated
and well-orchestrated effort to re-

duce some of the insurance cover-

ages we have had in the past, and
that they are cutting back on the
amount of risk we think we are

transferring to an insurance com-
pany when we pay our premiums,"
Mr. Blick argued.

However, ISO in its testimony
reiterated that the proposed CGL
revisions represent only a "fine-
tuning" of its current program.

The hearing at which Mr. Blick
spoke, held under the auspices of
the NAIC's Commercial Lines (D)

Committee, is part of the NAIC's
study of the proposed CGL form

modifications, which were origi-
nally submitted by ISO in July (Bl,
July 11). A forum on the propos-
als also is set to be held at the

NAIC's annual meeting Dec. 11-16
in New Orleans (BI, Sept. 12).

Presiding over the hearing were:
New York Insurance Superinten-
dent James Corcoran; Arkansas In-
surance Commissioner Robert M.

Eubanks III, who is chairman of
the Commercial Lines Committee;
Ohio Insurance Director George

Fabe, Virginia Insurance Commis-
sioner Steven Foster; and Etti

Baranoff, who represented the
Texas State Board of Insurance.

Insurance commissioners "recog-
nize the need for state regulatory
involvement," rather than giving
ISO's proposal a "rubber stamp''
approval, said Mr. Harkavy after

the meeting but before ISO's deci-
sion to postpone the changes. "I
think RIMS' points were reeog-
nized."

In its written testimony, ISO said
the proposals are meant to clarify

intended coverage, eliminate pos-
sible sources of ambiguity and

keep step with statutes and emerg-
ing case law.

But Mr. Blick, who also is chair-

man of RIMS' products and ser-
vices committee, disagreed.

"I believe that now is the time to

send a clear, concise message to
the Insurance Services Office that

they do not have a mandate to re-

vamp, rework, tinker with or die-
tate to the entire insurance-buy-

ing public just what risk should be
transferred for a premium consid-
eration. That should be left to the

marketplace," he said.
Mr. Blick added that "I can only

state that my company wouldn't
stay in business very long if we

were constant_y cutting down on
the amount of product we wei'e
selling to the public and still
charging the same or higher
prices." The Allen Group manufac-
turcs and distributes automot. ve

test products.
Insurers are in the business of

accepting risk, said Mr. Flick, "but
if all they want, to accept are those
that are clearly and concisely de-
fined, then I believe that is not in-
surance. I am certain that we can

find other ways to fund for the
known risk. It is the unknown or

unexpected event that we buy in-
surance for."

RIMS' Mr. Harkavy said in his

statement that "we are not trying
to paint ISO as the force of dark-
ness. They are an extremely able
organization, effectively repre-
senting the members who fund
them-primary insurance car-
riers."

Mr. Hai·kav> added, however,
that "unless we have a strong reg-
ulatory counterweight to ISO's
se_f-interest, consumers will con-
tiriue to be faced with the narrow-

ing of basic policy coverage cou-
pled with amorphous assurances of
buy-back endorsements, which are
of-.en unavailable, expensive or in-
adequate.

Continued on next page
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Hurricane Gilbert There was nothing to stop the winds " cargo ships out to sea," explained Dorothy

m 17 Months Mr Pountney said the hotel, which was in- Chapman, manager-property and marine risk
Conttnued from page 3 sured entirely by Factory Mutual International, management for Oakland, Calif -based Kaiser

Bel.Aire path Had it gone on as originally thought, our sustained significant structural damage, pri- Aluminum & Chemical Corp
clients in Galveston and Houston woild have manly to the upper floors He said hotel officials Ms Chapman reported property damage to
suffered huge losses," observed Franc White, hope to have the restoration completed by early administrative and storage buildings in the

insurance director of the Southern region for brcker Cor- - next year range of $300,000 She said damage occurred
roon & Black Corp in Nashville, Tenn Jamaica s banana industry was destroyed and mostly to roofs and windows while damage to

Company Jamaica was the nation most severely pun- the coconut groves on the east end of the island mining equipment was slight "The conveyer
ished by Hurricane Gilbert, with resort hotels were badly damaged by the intense winds The belts, loading equipment and dock facilities re-

Has
and some segments of the agriculture indus- island's multimillion-dollar poultry business mained intact," she said
try suffering large losses was also hurt The loss will fall within Kaiser s self-insured

.".. Among the resort hotels hardest hit on Ja- However, Jamaica's sugar crop was not exten- retention for property losses

• Increased surplus 200% maica's north coast was the 516-room Holiday sively damaged, and the island's precious baux- A spokesman for Aluminum Co of America

• Maintained a 30% loss Inn at Montego Bay ite industry was virtually passed over by Hurri- said the company was not sure if "losses would
Brian Pountney, group insurance rnsk man- cane Gilbert exceed the deductible " He said the ALCOA

ratio
ager for Bass P L C , which leases the h )tel from The mining of bauxite, the ore from which Foundation, a support branch of the company,

• Increased liability National Hotels & Property Agency of Jamaica, aluminum is obtained, is Jamaica's second-lar- financed essential emergency items for ALCOA
programs from one to ten reforted estimated property damage to tt e hotel gest indus:ry behind tourism The bauxite mines employees in Jamaica He added that corporate

• Added domestic"A" in excess of $10 million were quickly closed when lt became evident the aircraft flew roofing materials to damaged faci-
rated reinsurers "The hotel was hit very hard," Mr Pcuntney humcane would tear through the island lities, and the company's employee fund m the

said "It took the full force of the hurricane "We stopped our operations and sent all our Contznued on next page

HOW? CGL forms
Continued from previous page msurance could fill what would which they failed to eradicate dur- gradual pollution, ISO states that

"Insurance buyers are becoming essentially be a cash-flow function, ing the last round of CGL filings," "we've reached the conclusion that

To find out, call prcfoundly cynical at a process in he said "Yet it iS precisely this Mr Harkavy said such an attempt is doomed in many

Bill Whitlingtoday. which a consumer 'victory' is limited cash-flow role which ISO The CGL policy's current pollu- fact situations to continued misin-
800-727-4446 maintaining the status quo, and an seems determined to create for ltS tion exclusion does not apply to terpretation by the courts "
314-997-3660 ISO 'loss' is not getting everything members " product liability and completed And, in a reference to comments

Fax 314-993-4209 they asked for," he added Speaking on behalf of the NAIB, operations exposures nor does lt that the total pollution exclusion

Liquor Liability, Real It iS "not entirely coincidental" Rcse Mazza, senior vp at Smyth, preclude coverage for certain con- endorsement would "sweep the

Estate E & 0, Day Care that alternative risk financing Sanford & Gerard, a New York- tracting operations marketplace," ISO states "We
markets now have a 30% market based broker, noted that ISO's Now, ISO is proposing an abso- hope that the competitive marketCenters, Saddle Animal
share despite the softening rates, commercial general liability forms lute pollution exclusion through will regulate the usage of any andLiability, Tanning Salons

& Health Centers Mr Harkavy said "Nor is the pref- in tially were developed to address endorsement to the CGL policy all optional endorsements, includ-
erence of many risk managers for some of underwriters' uncertain- The other endorsement would de- mg the proposed 'total' pollution
the London market and other allen 11€s in pricing their products lete the policy's pollution exclu- exclusion "
insurers based on whim or snob- 'Some of these problems still sion, providing pollution coverage Insurers and brokers have said

bery " These markets, he said, still exist," she said "However, we do for all but cleanup costs and emis- that while forms totally excludmg
underwrite by making the effort not think the solution lS to con- sions from waste facilities and un- all pollution exist in the market
to distinguish between insurable tinue to restrict policy coverage derground storage tanks now, they did not expect insurers
and uninsurable risk, not by fol- and shift the burden of the risk "Does the NAIC or any of the to widely use either proposed en-

Bel-Aire Insurance Company lowing ISO's technique of exclud- trom the insurer back to the poli- regulators here today have any dorsement (BI, July 25)
10420 Old Olive Street Road ing tough exposures cyholder The purpose of insurance doubt as to which endorsement Mr Harkavy also criticized ISOP.O. Box 66967

St. Louls, MO 631664967 If predictable losses were insur- Is to transfer risk will be overwhelmingly used in the for what he described as its -meat-
ers only purpose, banks and self- 'The trend toward narrowing marketplace?" Mr Harkavy asked ax" approach in removing employ-

coverage continues with the newest "RIMS believes that the blanket ment liability coverage from the
ISO proliosal, and our alarm over exclusion will find itself in the CGL forms and offering the cover-

TIME -
Its impact on the policyholder is CGL policies of most insureds We age as a buy-back endorsement
no less today than it was in 1985," do not believe that the buy-back But ISO said in its testimony

r
she said, referring to the fierce pollution endorsement will be used that one reason that the CGL forms
battle over adoption of the new in the marketplace or with real- should not provide coverage for
CGL forms in the mid-1980s istic limits afforded " employment practices is that some

In defense of its proposals, ISO's Norman B Chanzis, risk man- employers may prefer retaining

AF[TER
lestimony says "as in any business agement director for New York- absolute control over employment-
:ransaction, a liability insurer based American Standard Inc , related claims, and would not will-
must have reasonable certainty commented that the absolute pol- ingly turn such cases over to an
that it knows what lt lS selling PO- lution exclusion "allegedly" would insurer Another iS that there are
'ential ambiguity or expansive allow member companies to offer a likely to be wide variations in the

TIME
court interpretations of policy lan- number of "buy-back" opportuni- actual exposure from one employer
guage serve to disabuse the insurer ties subject to underwriters' as- to the next
of that basic assumption " sessments of individual risks The exclusion is a "necessary

[SO is "merely clarifying exist- "To date, however, the buy-back and logical response to current
.ng exclusions on the basic CGL provisions with respect to sudden trends in the law which have re-
contract," said the testimony and accidental pollution would suited in creating significant unin-

[f insurers can be confident that only grant coverage for such pollu- tended or unanticipated coverage

n
oclicy language will be upheld in tion following a 'hostile' fire under the CGL," said ISO

A ihe courts, it will result in "more "Contrast this with the excess li- On the issue of denying addi-
stable and more equitable pric- ability markets, both here and tional policyholders the right to

(B ng," said ISO, which was repre- abroad, who in recent years have purchase supplemental extended
sented at the hearing by Gary Sha- continued to broaden such cover- reporting coverage from a claims-........0--Irk -00

W JI

oiro, ISO's assistant general age to include damage as a result made insurer, Mr Harkavy said
counsel, and Melissa Knever, man- of pollutants which escape follow- "ISO created the claims-made

HS 
ager of its commercial casualty di- ing fire, explosion, windstorm and CGL and has a responsibility to
vision collision, among other perils " address potential coverage gaps 01

Several critics of the ISO pro- ISO said in its testimoni that the additional 1nsureds contained in
posal specifically noted insurers' purpose of the pollution proposals such a policy "
attempt to eliminate coverage for is to more clearly state what insur- In its testimony, ISO said, "Quite
all pollution-related losses from ers intended to cover when ISO re- simply, ISO erred when we made

THE
the CGL forms wrote the CGL forms the final revisions to the claims-

"ISO is here today to exclude Referring to the issue of distin- made contract in February 1986
any modicum of pollut-on coverage guishing between sudden and when we substituted 'you' for the

'first-named insured ' Our filing is
merely an attempt to correct this

ANSWER
inadvertent editorial error "

RUSSELL REINSURANCE SERVICES, INC. Others who submitted written

testimony at the hearing were
Tom W Clarke, chairman of the

THE AMERICAN CENTER TELEPHONE (313) 353-6040 Independent Insurance Agents 01
27777 FRANKUN ROAD RAPIFAX (313) 353-3568
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- 443-3500 mony were Eugene R Anderson
MANAGEMENT COMPANY and Jordan W Siev of New York-

Lines - 1 11 11 based Anderson Russell Kill &

___ff New York, NY REPRESENTING
Brokers

Olick, which represents policy-
-- Chicago, IL THE FIRST REINSURANCE CO OF HARTFORD holders in coverage litigation, Mi-

Charleston WV chael L Rodburg, chairman of the

Since 1947 Pittsburgh, PA . environmental law department at
Cleveland, OH Lowenstein, Sandler, Kohl, FisheI
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A PENN INDEPENDENT CORPORATION Springfield, NJ WRITE US DIRECTLY, FOR OUR INFORMATIVE BROCHURE Robert D Lynch, executive vp 01
the Empire State Petroleum Assn
in Elmsford, N Y



Continued from previous page
United States made contributions

to aid ALCOA employees victi-
mized by Hurricane Gilbert.

As reported, New Brunswick,
N.J.-based Johnson & Johnson

Products Inc. suffered approxi-
mately $2 million in looting dam-
ages to its Jamaican facility after
the storm, though a J&J spokesman
declined to comment on the com-

pany's losses.
Overall, however, "Losses will be

lower than expected because the
country got to grips very quickly
considering the level of devasta-
tion," said Mr. Lalor of ICWS.
"The utilities were speedy in get-
ting lights, power and telephones
working," he said, explaining that
this helped hold down business in-
terruption losses.

Initial estimates of losses due to
Hurricane Gilbert may also have
been high because the insurance
industry has learned to be conser-
vative, suggested Tony Dodd,
treaty underwriter for British &
European Reinsurance Co. Ltd., a
unit of Commercial Union Assur-
ance Co. Ltd.

Mr. Lalor noted that domestic
Jamaican insurers have sustained
net losses of only about $3.7 mil-
lion. The Jamaican insurers, he
said, rely heavily on proportional
treaty reinsurance and catastrophe .
excess-of-loss coverage.

Two U.S. insurers writing direct
insurance business in the Carib-
bean sustained heavier losses from
the hurricane: American Interna-
tional Group Inc. and CIGNA
Corp.'s Insurance Co. of North
America unit each reported net
losses of ab6ut $20 million.

"A sizable portion of our losses
came in Jamaica. We also had a
piece of each of the islands that
were hit," said Larry Walters,
director of investor relations at
AIG in New York, who added that
the insurer's losses in Mexico were
"modest."

AIG declined comment on its

gross losses from Hurricane Gil-
bert.

Several international insurance
sources said that CIGNA incurred
gross hurricane-related losses ex-
ceeding $100 million, but a spokes-
man for the Philadelphia-based
company would confirm only
losses of $20 million after reinsur-
ance recoveries.

International reinsurers and the

London excess-of-loss reinsurance
market are expected to be hit the
hardest by Gilbert, with London
sources estimating that 50% to 70%
of the losses will ultimately be paid
by the London market.

-Gilbert is very likely to enter
the spiral in the London non-ma-
rine market," Mr. Dodd said. "The
LMX market is still reeling from
Hurricane Alicia in 1983, and 87J,"
the hurricane-force storm that

pounded England, France and
Norway in October 1987, he said.

Royal Group P.L.C. in London
reported losses from Hurricane
Gilbert of $65.9 million, down
from an original estimate of $108.6
million, according to Mr. Dodd.

Swiss Reinsurance Co., mean-
while, reports hurricane-related
losses of about $27 million.

"The majority of our losses are in
Jamaica," said Herbert Haag, ex-
ecutive vp for Swiss Re in Zurich.
"Maybe 10% to 15% comes from
Mexico."

"It's a big loss for the market,
and certainly we have our share,"
added Hans Hefti, property claims
manager with Swiss Re. "But it is a
loss we always have with hurri-
canes and catastrophes. We have
had single losses greater than Gil-
bert."

Officials at Abeille-Paix Reas-
mrances in Paris, meanwhile, re-
Dort losses in the range of $10 mil-
ion, while losses at Great Lakes
Reinsurance Co. of Toronto will

-ange between $4 million and $8
nillion.

"Our losses stem essentially from
famaica," said Michel Alparra,

deputy general manager for
Abeille-Paix. "It is a newly built
country where tourism is very im-
portant. We reinsure the bulk of
the dozen or so domiciled carriers
there."

Mr. Lalor praised the interna-
tional reinsurance community,
saying quick payments are very
much responsible for helping Ja-
maica to get back on its feet.

"European reinsurers including
Swiss Re, Munich Re, Great Lakes,
Frankona Re and Abeille-Paix
should be commended for their

good faith," said Mr. Lalor.
A spokesman for Munich Re said

official loss figures for the com-
pany were not yet available. Mun-
ich Re declined to give an estimate
of losses.

Insurers and reinsurers declined
to speculate on whether Hurricane
Gilbert might trigger a tightening
in the commercial property insur-
ance market.

However, Mr. Dodd noted that
"'the hopes are that capacity will

decrease and rating levels will in-
crease. Rates were inadequate to
pay back Alicia and underwriters
don't like to raise rates to recoup
for losses."

In Mexico, the lion's share of the
losses were spread among three
major insurers. Seguros America
incurred the heaviest losses with
nearly $100 million, according to
Mr. Retteg. Seguros La Comercial
suffered losses approaching $21
million, according to Mr. Dugelby.
La Provincial was hit for about $17
million in losses.

The remainder of insured losses

are spread mostly among smaller
Mexican insurers, Mr. Dugelby
said.

Most of the damage was to resort
hotels along the Mexican coastline,
which suffered extensive interior
water damage after the hurricane
blew out windows.

Raul Tapia, a broker with Inter-
protecion in Mexico City, reports
that 90% of the damage done to
property in Mexico was to con-
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tents. Structures, Mr. Tapia said,
held up extremely well.

Mr. Tapia estimated the business
interruption portion of total losses
in Mexico at about 20%. "It's all

very difficult. Cancun has not been
hit by a hurricane in 70 years," Mr.
Tapia said.

"Gilbert hit the hotel industry
hard," said Mr. Retteg. "Ninety
percent of Seguros America's
losses related to Gilbert came from

damage to Cancun hotels," some of
which include the Westin Camino
Real, the Hyatt Cancun, the Shera-
ton and El Presidente.

But, Mr. Retteg added, "The
hotel industry aims to be 100% op-
erative by Nov. 15 and they'll be
there because there was little

structural damage to speak of."
Mr. Retteg also noted that while

losses from Gilbert may compare
in size to those caused by the 1985
Mexico City earthquake, where
losses neared $146 million (1985
exchange rates), they do not pose
some of the same problems the

earthquake losses posed.
"The $100 million in property

claims due to the earthquake is
similar to what we could pay for
Gilbert, but the damage from the
earthquake was caused by fire.
There were hundreds of smaller

losses to smaller buildings requir-
ing individual adjustment," Mr.
Retteg said.

The insurance industry was for-
tunate because so much of the
damage caused by the earthquake
was underinsured, said Mr. Du-
gelby.

"Repairs (in the Yucatan region)
are going fast, as are settlements.
Losses are concentrated to a small

number of buildings. We're getting
a good response from our rein-
surers so we can't complain," Mr.
Retteg added.

Damage to U.S. property, mostly
beachfront homes and yachts along
the southern Texas coast, is esti-
mated at about $40 million, ac-
cording to a spokesman for the In-
surance Information Institute. I

GOOD MORNING
When the Sun Came Up This Morning, you expected your facilities to be in one
piece, operating and productive. And sure enough, they were. Ifyou are an IRI
insured, you know the odds are in your favor each dawn and each year. Consider
this. In the last three years, the number of losses by IRI insureds has declined.
While there are many factors affecting this favorable trend, the most compelling
reason is the determination of IRI insureds to reduce the probability of a signifi-
cant loss to a minimum. Here are some ways we help support this commitment.

• Training. IRI loss prevention representatives, who serve our accounts and
average 11 years experience with IRI, have taken basic and advanced studies at our
Training Center. During thepast 43 years, more than 15,000 men and women have
graduated from this facility. These 15,000 alumni include insurance agents and
brokers, representatives of insureds (risk or insurance managers, plant engineers
and others), municipal firefighters, members of rating organizations and govern-
ment agencies, employees of our Member Companies, and every IRI loss preven-
tion representative since 1945. Programs conducted at the Training Center provide
IRI personnel with better knowledge of various fire protective equipment and loss
prevention techniques. Today, the Training Center is an industrywide and interna-
tionally kn6wn teaching facility, attracting students from nearly every state and
many foreign countries. The graduates come away from the Training Center with a
greater awareness ofthe benefits ofloss prevention and the role it plays in pre-
serving thejobs and property ofbusiness and industry worldwide.

• Technology. IRI computers help us help you. Our Plan Department, using the
latest computer-assisted drafting technology, prepares detailed diagrams ofyour
facilities. These diagrams contain a variety ofdifferent computer-generated sym-
bols that identify loss prevention and construction features as well as the overall
site layout. The diagrams help provide a clear analysis of risk for our personnel
and for your insurance and risk management staff. Our Total Information System,
which contains 1.5 billion bytes of information, helps us analyze losses and plot
loss trends which assist us in preparing loss prevention and control programs,
such as OVERVIEW, for you and your staff. Also, IRI loss prevention surveys of your
facilities are produced on computer to provide you with prompt confirmation of
each survey Keeping up with technology, however, means more thanjust hooking
up more computers. It means keeping up with advancements and developments.
That's why our loss prevention representatives participate in numerous profes-
sional organizations and work on some 50 technical committees of the National
Fire Protection Association with impact on 120 standards. To serve you properly,
we are not satisfied with what we know today.
We are looking for the answers to tomorrow.

Since We Want Your Next Tomorrow to be

as worry-free as yesterday, we invite you to
become familiar with our library of loss
prevention information. For a complimen-
tary copy of "The IRI Index," which lists
our publications, sound-slide presentations,
videotapes and films, contact Mrs. R A. Sasso,
IRI, 85 Woodland Street, Hartford, CT 06102
(203) 520-7412.
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N.J. comp rates to be cut by 7% in 1989
TRENTON, N J -Workers compensation

insurance rates in New Jersey will be re- Around the states Defense cost offsets

duced by an average of about 7% effective NEW YORK-Insurers in New York have

Jan 1 until July 1 to discontinue writing certain
The decrease should save New Jersey em- erations, according to the Insurance Depart- tech industries in New Jersey from manu- liability insurance policies that include de-

ployers approximately $11 million in work- ment facturing jobs, he added fense costs within policy limits

ers compensation premiums, according to The overall downward trend in work comp "Payrolls have been up Therefore we have An amendment to Regulation 107 gives in-
the Insurance Department rates can be attributed to the Workers' Com- a bigger base to draw from," a spokesman surers an extension from a Jan 1 deadline to

Workers compensation rates have gone pensation Reform Act of 1980, which helped for the department said "The high-tech m- shift professional liability, errors and omis-
down in New Jersey every year since 1982, reduce the numoer of minor claims by tight- dustry is cleaner There are fewer work-re- sions and certain hospital liability programs
with the exception of the last two years New ening requirements for claim eligibility, In- lated claims " written in the state to a "defense outside

3ersey increased rates 96% in 1988 and surance Commissioner Kenneth D Merin Also on Jan 1, the maximum weekly bene- limits" basis, the New York Insurance De-
10 6% in 1987 said fit paid to in]ured workers, which is 75% of partment announced

New rates will range from 28 cents per The decrease also was made possible by the average weekly wage, will increase to Regulation 107 generally bars insurers

$100 of payroll for clerical workers to $41 99 growth in the state's economy and the con- $342 from $320 from offsetting defense costs against liability
per $100 of payroll for certain longshore op- tinuing shift to service, research and high- -By Mike Schachner Continued on next page

The professional marketplace
RATES AND CLOSING TIME:

Rates: D:splay class*ed ts $101.50. per column inch, minimum of one inch. Stmight classified ts Closing: Published every Monday. Copy must m typewritten form by noon Tuesday, 6
$8 25 per hne, mmimum of 5 lines. Count 34 dianicters per hne (include aidz spce and punctuation days preceding publishing date. No verbal phone copy accepted. Prepayment required for
as a dwmeter). Addittonal $17.50 charge )br blind box ads. Only rhose leponses whidl jit into a straight advertisements Mail ads to Margaret Hikido, Classifted Advertising, 740 N
business size envelope will be founrded Responses are fiumded daily. Rush St. Chicago, IL 60611. For more mfonnation call 312-649-5340.

BROKER EXECUTIVE DIRECTOR MEDICAL CLASS"A" STRUCTURED SETTLEMENTS HELP WANTED

OPPORTUNITIES EXCESS LINE ASSOCIATION MALPRACTICE SALES PARK CITIES OFFICE TOWER National structured settlements organl-

DALLAS, TEXAS zation seeks candidates for expansion in
BRIGHT, ENERGETIC, MOTIVATED INDIVID-

For further information contact OF NEW YORK Immediate Occupancy our Northeast Midwest and Southeast RISK MANAGEMENT FINANCIAL
UAL MALPRACTICE BACKGROUND ESSEN-

Tracy Stone A legislatively created association TIAL EMPHASIS ON TELEPHONE SALES Developer/Owner Interested in trad- offices Casualty claims experience SERVICES MANAGER

helpful Please reply to N C League of Municipalities Profes-
encompassing all NY E&S licens- SALARY PLUS COMMISSION AND BENE- ing a,nual commissions on property/

Wells Financial Executive Search Box 2475 sional staff position to provide finan-
ees, will also function as central FITS TREMENDOUS POTENTIAL NEW casualty account for office lease to

25 East Washington Business Insurance cial services for 1 self-funded govern-
stamping office i e similar to CA, YORK CITY AND LA LOCATIONS qual,lied agency 740 Rush St mental insurance programs-workers'

Chicago, IL 60602 IL, TX for all E&S placements Be- CALL 800-NAPI-NOW Contact Frank Johnson at 214-528-1905
Chicago, IL 60611-2590 compensation, health and properly/ca-

(312) 3464474 ginning 1/1/89 Exec Dir will coor- sually Assists the Director of Risk
Management Services in working with

Producer National broker seeks dinate start-up, establish & Imple- and coordinating activities with van-
ment procedures, hire personnel,experienced producer for comm'I ous third party administrators in the

P&C business Salary to 7OK +
communicate with ins Dept, 11- , overall financial admnistration of the

censees, surplus lines companies, League's Risk Management Services
comm, renewals, car, relo, etc legislature Qualified candidates
Account Executive. Lg lines ser- should be motivated self-starter QROIYN DAVIS ATTENTION: NEWSLETTER FOR SALE Programs currently totaling $30 mil-

hon in annual premiums Responsible

vice person for nat'I broker Must with admin background, company
ASSOCIATES INC. RETAIL AGENTS Weekly, property/casualty in- for preparation of financial statements,

and E&S experience surance Newsletter 31 Years investment oversijht, internal audit-
have sound company technical ex- ing, and related financial functions

pertence Salary to 5OK
For prompt and confidential con- Aggressive MGA needs qual- Annual Income $95,000 Good working knowledge of computer
sideration send salary reqs and re- operations utilizing accounting soft-

Account Executive. Nat'I broker sume to STAFF,ING COIVSULTANTS tty agents for all types of spe- SMART's ware packages on IBM PC equipment

needs experienced small accounts ELA of New York TO 'rms IliSURANCE INDUSTRY cialty E&S programs Top com- ' 9arrell Heppner 415/632-2200 Minimum of 5 years experience in in-
surance financial accounting Gradua-

service rep for comm'I lines dept P 0. Box 1745
701 Westchester Avenue

missions tor volume producers lion from a recognized 4-year college or
Salary to 38K Pearl River, NY 10945 university with a degree m accounting

Suite 317W CONTINENTAL or related degree plan CPA designa-
White Plains, N Y 10604 RISK MANAGEMENT, INC. tion desirable Salary commensurate

914-682-7040 with experience and qualifications
800 Rio Grande Blvd. NW

SPD'S Reply to Director of Risk Management
Suite #10 Services, P O Box 3069, Raleigh, NC

CORPORATE CLAIMS MANAGER
OUT OF DATE? 27602 by 12/2/88 EOE

Albuquerque, NM 87105
NON-EXISTENT?

PEP BOYS. the Nation's leading Automobve Aftermarket Retailer has a 505-842-8070
newly created position of Corporate Claims Manager The selected can- We Specialize in BUSINESS OPPORTUNITIES

INSURANCE
didate will manage the claims programs for our general habillty, workers Summary Plan Descriptions
compensation, and auto exposures Qualified candidates must have 5 to VICE PRESIDENT Administrative Manuals $$ SAVE 20,000 $$

10 years expenence in a multi state environment, supervisory expertise CLAIMS
CLAIMS PROCESSING

Procedural Manuals
Turnkey Computer System Cost-effec-

and a bachelors degree The posmon will report to the Assistant Trea- Welfare, DB & DC Plans live, efficient claims adjudication and
surer, and is based in our Philadelphia Comorate Office $75,000 STRUCTURED administration Software-handles

PEP BOYS offers a complete benefits package Including a 401 K Sav Our client is a major health care organi- More than 20 year, expenence multiple employers, calculates benefit
ings Plan and Stock Option program Resumes detailing your expenence zation located in the Southwest They

SETTLEMENT For More Information write amounts, adjusts bills against medical

are seeking a professional claims exec SPECIALISTS fee schedules, processe claim pay-
and salary requirements should be forwarded to TWOFER ASSOCIATES ments and checks, performs on-line in-

PEP BOYS to assume full responsibility as VP of Unusual Opportunity! 3435 Ocean Park Blvd quiries, customized mgmt reports
Claims, with an emphasis on medical Hdwe-Wang VS15,300 LPM Printer,

3111 W Allegheny Avenue malpractice You will supervise 10 ad- $10OK+ Rm 201 -72 9-workstations System will work well
Philadelphia, PA 19132 justers as well as 50 independents You lt you have experience as a settlement Santa Monica, CA 90405 for self-funded or MET Will handle up
Attn Personnel Director will also have excellent supervisoly skills  spec alist or background m property to 10,000 lives w/0 upgrade 30 hrs

& a strong legal background For further
FREE trainingl 1 1 Box 2477, Business

& casualty claims, we have a place Insurance, 740 Rush St , Chicago, IL
information, call or send resumes to for youl Dynamic, mpidly expanding, 60611-2590

Bill Perry or Mike Tannenbaum I national firm Special consideration
212-227-8000 to D=troit, New England, South Flor-

HELP WANTED POSITIONS WANTED

Insurance Broker LOGIC
tda and Texas caodidates Reply to

Box 2437

Business Insurance EXPERIENCED PRODUCERS WANTED RISK MANAGEMENT

170 Broadway, Suite 1208, NY 10038
740 Rush Street by major Bay Ared Firm Preferablb Position sought Lie agent, CIC, ARM,

Chicago, IL 60611-2590 with five years minimum experience in 15 yrs P&C erper, seeks position in So
A highly promotable position FAX 212-76&0188

insurance sales, with or without exist_ West Michigan Respond to P 0 732,
ing book of business Desire to develop Partage, MI 49081-0732

that involves servicing ertensive clientele important Our ch-
ents and influence cover the entire

major commercial accounts state of California Our clients and in-

fluence cover the entire state of Cali-

For 60 years, Amalgamated Programs has been help- COMMERCIAL INSURANCE VICE PRESIDENT i fornia Our support staff and flexibility
are second to none and Include special

Business Insurance

ing businesses to protect their assets. Today, we're PRODUCER UNDERWRITING underwriting departments for prop- Circulation Breakdown*
one of the largest, privately-owned independent

erty, casualty, workers comp personal

FIRST UNION INSURANCE GROUP, a START UP lines, employee benefits, life, disabil- Commercial Consumers
insurance brokerage firms in the country An subsidiary of First Union Corporation, a OPPORTUNITY tty, bonds, and aviation Our aggressive

Administrative

outstanding opportunity currently exists for a pro- $28 billion banking and financial ser- approach to new business combined
CEO s Presidents and Owners 2 621

fessional with a minimum of 10 years' property and vices organization in the Southeast, New England based stock, di- with a professional marketing depart- Vice Presidents General Managers and Other
ment have earned us the position 8 the Administrative Personnel 3657

casualty experience and strong technical and com- seeks seasoned professionals to de- red wnter of Lawyers Profes- West's largest producer for numerous Financial
velop and administer commercial prop-

munication skills Your background must include at monal Liability coverage needs major USA+XVinsuian£e carriers Chlef Financial Officers and Vice presidents
erty and casualty insurance programs In Please send resumes to Clndy Nowak, of Finance 2 993

least 5 years' experience managing premium ac- Charlotte, Raleigh and Fayetteville, N C energettc individual with recent P O Box 5922, San Mateo CA 94403 Secretaries Treasurers controllers and other

counts in excess of $3,000,000. This position deals ex- Positions require ind,viduals with a mint- Financial Personnet 4 454

hands-on expenence to work m RiskjEmployee Benefits
tensively with top management. mum of four years successful commer-

cial insurance sales experience with a an entrepreneural environment Vice presidents directors managers and
VICE PRESIDENT MARKETING other related department personnel of Insur

major local, regional or national firm as a key member of a small, Houston based agenC> spell/11/ing in ance risk employee benefits personnelWorking within a highly professional environment, Qualified candidates should possess highly professional staff Will group Professional Liability piogiams compensation pension safety securit¥ in

there are extraordinary opportunities for advance- strong analytical and decision-molding dustnal relations human resources and em

seeks marketing professional erper 1- ployee/laborrelations 10 994

ment. In addition to growth, we offer a comprehen- skills as well as appropriate and required partiCipate in Start up marketlng enced 1 n marketing of casualt> inwr- Sub-total 24,719

sive package that accurately reflects your expertise.
state insurance licenses effcrt Salary commensurate ance and/ot ieinsurance Prof:sional Associations 477

First Union offers a competmve salary + Liability erpenence helpful Excellent Government Unions and Educational Inst,tu
incentive and benefits package For con with experience and proven verbal and written communication lions 979

Qualified candidates are invited to submit a resume, sideration, please send resume to abil ty Good benefits package skills essential Responsibilitib tri- Commercial Consumers
complete with salary history, in confidence to: FIRST UNION CORPORATION clude interfacing with underwrilon Sub-total 26,175

plus equity participation for the and reinsurels in the development and Insurance Agents and Brokers 10 557
Arthur Ostrow, Senior VP One First Union Center nght person Send resume to maintenance of market r elation.hips insurance Companies 7 380

Actuanes Attorneys Adjusters AppraisersE\cellent benefit pack.ige and salan
AMALGAMATED PROGRAMS 301 S. College Street and Consultants 3843

AMALGAMATED
Box 2474 potential commensurate with expen- Others Alhed to the Field 2991

CORP. PERS-4 (JM) Mee Send complete raume to M Nun- TOTAL 50,946

PROGRAMS 85 John Street
Business Insurance

nelee, Healthcare Insurance Services
Charlotte, N.C. 28288-0953 Source BusinessOccupational breakdown

740 Rush St Inc, PO Box 79519, Houston, Texas of quatified circulation May 30 1988 issue as
New York, NY 10038 An Equal Opportunity Employer M, F, H,V 77279-9519 submitted to BPA for June 1988 BPA Pub

An Equal Opportunity Employer M/F r
Chicago, IL 60611-2590 lisher s Statement



Continued from previous page
limits on policies with limits of less
than $10 million and sets stan-
dards for the few specialized cov-
erages that are exempt from the
prohibition.

Exceptions include environmen-
tal impairment liability policies
with limits of at least $500,000;
and directors and officers liability,
employee benefit liability, fiduci-
ary liability, and media, publishing
and advertising liability policies
with limits of at least $1 million
(BI, Aug. 24, 1987).

As amended last year, the regu-
lation also had exempted E&0,
professional liability and hospital
malpractice policies with limits of
more than $1 million that were is-
sued or renewed before Jan. 1,
1989. After that date, insurers were
to eliminate defense offset provi-
sions on programs with limits of
less than $10 million.

However, the Insurance Depart-
ment last month amended the reg-
ulation again to extend the dead-
line and to offer insurers an alter-

native under which they may
continue to write coverage that in-
cludes defense Costs within policy
limits for those three risk classes.

Under the alternative, an insurer
may offer the coverage option with
a defense offset provision if the
poacy limit is at least $2 million
and if the · insurer also offers the

option of policies with no defense
offset with limits of $500,000,
$750,000 and $1 million. Any pol-
icy with a defense cost offset pro-
vision written under the alterna-

tive must include a signed
statement in which the policy-
holder acknowledges declining all
three defense-outside-limits op-
tions.

The alternative will be available

for E&0 and professional liabil-
ity policies issued or renewed after
July 1, but will be available only
on renewals of hospital malprac-
tice policies after that date.

-By Douglas McLeod

Work comp increase
RICHMOND, Va.-A 5.7% work-

ers compensation rate hike for new
and renewal business took effect

Nov. 1 in Virginia.
Meanwhile, Virginia Insurance

Commissioner Steven T. Foster is

asking the state Legislature to
change the way property/casualty
insurers' rate filings are deter-
mined.

In approving the rate hike, the
State Corporation Commission
denied a motion by Attorney Gen-
eral Mary Sue Terry to suspend the
rate hike pending an appeal to the
Virginia Supreme Court. The SCC
also rejected a 25.2% rate hike re-
luest by the National Council on
Dompensation Insurance.

This is the first workers com-

ensation rate increase in Virginia
mince 1985. Last year, the SCC ap-
iroved an aggregate change of zero
iercent for new and renewal poli-
:ies, while the NCCI had asked for
1 19.7% increase.

Mr. Foster's proposal for chang-
ng property/casualty rate filings
:alls for insurers to determine

heir own average expense factor
when setting commercial insurance
ates, rather than relying on rating
)rganizations like the Insurance
Services Office Inc. to provide av-
iage expense factors. However,
:ommercial insurers would still be

ible to use pooled loss information
o determine rates.

The proposal, which would re-
luire amending state insurance
aw, already has been presented to
he Legislature's Joint Subcom-
nittee on Affordability and Avail-
tbility of Insurance and could be
)rought before the General Assem-
,ly when it convenes in January.

-By Mike Schachner

iroduct liability
CHICAGO-A group of 25 cor-

,orations and 19 business associa-

tions is spearheading an effort to
draft product liability reform leg-
islation to be introduced next year
in the Illinois General Assembly.

Under the Illinois Product Lia-

bility Project banner, the group
will propose modifications to tlie
current product liability system to
reduce its costs to manufacturers.

"The goal of these reforms is to
fairly compensate parties who are
injured due to the negligence of
others while protecting the rights
of responsible Illinois businesses
that act in good faith," an IPLP
statement says. The group is still
drafting its proposals.

The group sponsored a briefing
earlier this month for Chicago-
area business leaders focusing on

recent legal decisions and their im-
pact on American businesses. The
featured speaker was Peter W.
Huber, senior fellow at the Man-
hattan Institute for Policy Re-
search in New York, who wrote the
recently released book, "Liability:
The Legal Revolution and Its Con-
sequences."

Strict product liability laws sti-
fle innovation and technological
advances in American businesses,
Mr. Huber said in an interview.

"The legal system's current mes-
sage to scientists and engineers is:
Don't innovate, don't experiment."

That message has emerged over
the past 60 years, as a group of ju-
dicial activists swept aside legal
precedent and common law tradi-

tions governing personalinjury
lawsuits to turn the tort system
into a social insurance program,
Mr. Huber says in his book.

Such a system can never conclu-
sively establish that a product is
safe, so it blocks "good, bad and
ugly" technologies alike, he said.

Thus, he said, many companies
have stopped producing products
like vaccines and pregnancy-re-
lated drugs because they have de-
cided that the risks are too great.

-By Meg Fletcher

Interim director
JEFFERSON CITY, Mo.-Mis-

souri Gov. John Asheroft has

named Larry C. Call, deputy direc-

Insurance services guide

To learn a lot about the world's largest & oldest privately-held insurance
brokerage firm and to read about a "prat-boy" to partnership, get a copy of

"Recollections of

Johnson & Higgins 1935-1979"
by David H. Winton

Send $20.00 to: Mr. Winton, Merrily Farm, So. Woodstock, VT 05071 and
receive your copy of this interesting book by return mail.

•alla

· ProFIer Back Support
"The industrial back support that feels good'

· Carpal-Lock™ Wrist Splint
To prevent Carpal-Tunnel Syndrome'

· Employee Disability Prevention
Programs including pre-employment medical
standards and employee assistance
DARRELL HEPPNER

RISK MANAGEMENT SERVICES, INC.
154 Sunnyside Drive, San Leandro, CA 94577
(415) 632-2200

VALUE LEADERS IN RISK & BENEFIT MANAGEMENT SOFTWARE

INSURANCE SOFIWARE PACKAGES, INC.

1 WORKER'S COMPENSATION

1 MEDICAL SIU REVIEW

1 COMMERCIAL AUTO

1 EMPLOYEE HEALTH BENEFITS

1 MULTI-LINE UABILITY

1 COBRA

MIRO & NETWORK BASED SOFTWARE

CALL FOR A FREE DEMO DISKETIE

5118 N. 56TH ST., TAMPA, FL 33610 (US) 800-2374133, (FL) 813-621-6069

Advanced Insurance Software
and Services

Software

Software

Services

- Workers Compensation and Liability Claims Administration
- Association and Risk Retention Program Management
- Risk Management Claims Tracking and Analysis
- COBRA Administration

- Secion 125 Plan Administralon

- Seclon 125 Enrollment and Personal Tax Impad Models
- Sedon 89 Discriminalon Testing

Pyramid Services, Ltd.
203-43&3883

Call William Kuebler or Robert Heaney

Medical Plan • Workers' Comp.
MEDICAL ACCESS MANUAL

Reduce cost and improve,elations with
• Doctors • Problem Cases • Workers' Comp.

Industrial Medical Access

P.O. Box 1426 Winchester, VA 22601

1-800-942-9666 (Ask For Ext. 501)

Captives, Claims/Audits
All Phases of Insurance Consulting.

Patricia Kathleen Rotchford, J.D.
Counsel For Insurance Success

4105 Terri Lyn Lane
Northbrook, Illinois 60062

312-498-2938 FAX 312-498-3323

ENVIRONMENTAL CLAIM AUDITS
&

RISK ASSESSMENTS

ACTUARIAL CONSUCING

Financial Evaluation 01 Environmental Losses

TILLER CONSULTING GROUP INC
2833 N. Geyer Road / St louis, MO 63131-3320 314/67·7480

tor of the state Insurance Division,
as interim director.

Former Insurance Director
Lewis R. Crist resigned from the
post earlier this year to become
president of the St. Louis-based
Missouri Bar Plan, which provides
professional liability insurance for
Missouri lawyers.

Mr. Call, a 15-year veteran of the
division, will serve until a perma-
nent director is named. If Gov.
Ashcroft, who won re-election last
week, fails to name a successor to
Mr. Crist before Jan. 30, the state
Senate will hold a confirmation

hearing to determine whether Mr.
Call will become the permanent
director.

-By Mike Schachner

CASUALTY ACTUARIES, INC.
· Loss Reserve and Rate Evaluations for
Insurance Companies and Self-Insureds.
· Statutory letters of opinion on loss and
loss expense reserves.

12115 Lackland Road, Suite 370
St. Louis, Missouri 631*4012

(314) 878-5002

USE THE
INSURANCE
SERVICES

GUIDE TO REACH

YOUR BEST
PROSPECTS!

RISKMASTERTM Software
by

m WORKERS' COMP

• GENERAL CLAIMS

Tilling bast • VEHCLE ACCIDENTS
-s Towers Prrin company •CHECK WRIT,40

•EXP. MODIFICATION FACTORS
ONSITE TRAING

ONGOING _ FOR PC/MIU.MAF
• ACTUARIAL REPORTNG

Installed in Over 38 States & Canada

For Marketing Questions or to Attend a Free Seminar, Call (313) 567-6616

EIL Underwriting Management and Claim Support
E.I.M. offers comprehensive underwriting management and
claims services to Reinsurers, E & S, Primary, Captive, and Self-
Insurers. We have the experience and resources to evaluate, offer
solutions to, or resolve your environmental exposures, or to
develop a responsible EIL program for your insureds.

Toxic Tort • Asbestosis • Silicosis • Underground Storage Tank • Dump
Sites • Defense Agreements • Coverage Issues • Audits • Common Cause
Programs • Potential Responsible Party

Call or write: Environmental Insurance Management, Inc.
7900 Westpark Drive Suite A300 McLean, Virginia 22102
Telephone: 703/893-0900 Telefax: 703/847-0440

PROS
CLAIMS
PROCESSING
SYSTEM

ADMINISTRATORS

We have the AFFORDABLE system
for Self Administrators and TPA's

• Processes: Medical, Dental,

Disability, FLEX and COBRA

• runs on IBM PS/2, COMPAQ,
DEC ... and compatibles

$14,999 for a complete in-house
Claims Administration System

/ Call Pro*Systems (216) 731-2323

For advertising information in the INSURANCE SERVICES GUIDE Contact: Margaret Hikido.
740 N. Rush Street, Chicago, Illinois 60611. Telephone (312) 649-5340
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Incumbent regulators re-elected
By MEG FLETCHER

All incumbent insurance commissioners who sought re-
election last Tuesday will retain their posts.

But, the fate of at least two commissioners is uncertain

after voters in two states with appointed regulators elected
new governors whose political parties differ from their pred-
ecessors.

Among the new governors is W. Gaston Caperton III of
West Virginia, chairman of McDonough Caperton Insurance
Group, the 18th-largest U.S. insurance brokerage. Mr. Ca-

perton, a Democrat who captured about 59% of the vote in
his first race for public office, unseated incumbent Gov. Arch
Moore.

Five incumbent insurance commissioners won their posts

by comfortable margins in Delaware, Montana, North Caro-
lina, North Dakota and Washington.

David Levinson, a Democrat who ran against Ruth Ma-
turder for the Delaware insurance commissioner's post, cap-
tured about 63% of the vote.

Republican Andrea Bennett was unopposed for her seat as
Montana auditor, which includes the posts of insurance and
securities commissioner.

North Carolina's James Long, a Democrat, beat Hal "Pete"
Rednour with about 57% of the vote.

In North Dakota, Democrat Earl Pomeroy beat Margaret
Bushee with about 75% of the vote.

And, Washington's Richard Marquardt, a Republican, cap-
tured about 56% of the vote in his contest with Al Rainwater.

In Florida, Republican Tom Gallagher was elected Flor-
ida's insurance commissioner and treasurer. He will succeed

incumbent Bill Gunter, a Democrat who agreed last summer
to resign in January 1989 after 12 years as insurance commis-
sioner and treasurer before launching his unsuccessful bid
for the U.S. Senate.

In a Sept. 6 primary election, Mr. Gunter garnered a plu-
rality of 381,271 votes in a field of six candidates. However, a

majority was needed to win a spot on the November ballot. In
an Oct. 4 runoff primary race between the Democrats' top

two vote-getters, Buddy MacKay received 52% of the vote
to beat out Mr. Gunter.

Mr. Gunter, a former president of the National Msn. of
Insurance Commissioners, "has been a positive force for good
regulation," said Illinois Insurance Director John Washburn,
the current NAIC president.

"Through the years he has been with the NAIC, he has
provided stable leadership and a quality of decision making
whereby everyone had an opportunity to get involved and all

points of view were considered," said Nevada Insurance
Commissione'r David Gates, the NAIC's vp

Since most insurance commissioners are appointed by state
governors, changes in state houses can effect regulators' ten-
ure. For example, in West Virginia, Mr. Caperton, a Demo-
crat, will succeed incumbent Gov. Moore, a Republican.

West Virginia's Acting Insurance Commissioner Hanley
Clark was appointed by Gov. Moore in July. Mr. Clark sue-
ceeded Fred Wright, who resigned to become director of
the West Virginia Public Employee Insurance Agency (BI,
Aug. 1).

"Both Fred Wright and Hanley Clark have been very com-
petent commissioners," said McDonough Caperton President
W. Marston Becker. However, Mr. Caperton has not made any
decisions about appointments at this time, according to his
press secretary.

Mr. Caperton will resign his post as chairman of McDon-
ough Caperton in Charleston, W.Va., and place his holdings
in a blind trust, Mr. Becker said.

The brokerage, which reported $28.4 million in gross reve-
nues in 1987 (BI, June 20), withdrew from the administration
of a state health care plan in May to avoid any conflict of
interest, Mr. Becker noted.

Mr. Caperton built a coalition of business, labor and edu-
cation supporters during his 15-month campaign to win the
"very tough" race, Mr. Becker said.

The fate of Indiana Insurance Commissioner Harry Eakin,
who was appointed by incumbent Gov. Robert Orr, a Repub-
lican, in 1985, also is uncertain. By law, the two-term gover-
nor could not seek re-election, and Democrat Evan Bayh
won the gubernatorial race with 52% of the vote.

In Rhode Island, with 99.6% of the vote counted late last

week, Republican Gov. Edward DiPrete had 50.8% of the
vote, while Democrat Bruce Sundlun had 49,2% of the vote.

Robert J. Janes took office as director of the Rhode Island

Department of Business Regulation on Oct. 31 following an
appoin:ment by Gov. DiPrete. Mr Janes succeeded Mark
Pfeiffer, who recently was appointed associate justice of the
state Superior Court.

In addition, wins by incumbent governors in several other
states relieved insurance regulators there: Insurance Com-
missioner Harold C. Yancey in Utah; Insurance Commis-
sioner Gretchen Babcock in Vermcnt; and Acting Director
Larry Calls in Missouri.

In New Hampshire, the governor's office was won by Re-
publican Judd Gregg, who shares the same party affiliation
with his predecessor. New Hampshire Commissioner Louis
Bergeron was re-appointed to a five-year term in June. I

The 2nd annual
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Tort reforms

post win, loss
in balloting

Voters in Alaska abolished joint and several liabUity,
while Florida voters rejected a $100,000 cap on non-ec-
onomic damage awards in last week's elections.

And in Missouri, a plan to establish three health care

insurance pools was defeated.
The new law approved by voters in Alaska, which

takes effect immediately, restricts liability for damage
payments in civil cases to the same percentage of fault
assigned to each defendant.

The initiative qualified for the Alaska ballot in Jan-
uary after supporters gathered 24,500 petition signa-
tures (BI, Jan. 18).

The measure received an overwhelming 70.5% "yes"
vote based on results from 88% of Alaska precincts.
Vote totals, based on returns available Nov. 9, were

95,856 in favor and 40,247 against.
The total number of ballots cast on the issue nearly

matched the number cast in the presidential race, indi-
eating the issue was known and understood by voters,
said Gene Roguska, president of the Citizens Coalition
for Tort Reform.

"That's clearly an indication that the people of
Alaska had their minds made up on the issue," Mr.
Roguska said.

The coalition, which sponsored the initiative, repre-
sents individuals and business groups such as truckers,
physicians, engineers, day-care center operatbrs, hos-
pitals and restaurants.

In Florida, voters defeated a proposed state constitu-
tional amendment that would have placed a $100,000
cap on non-economic damage awards in bodily injury
cases.

The measure was defeated by a margin of 57% to 43%
after a heated campaign that pitted physicians against
attorneys (BI, Sept. 12).

Dr. Harold Norman, president of the Dade County
Medical Assn. and chairman of the Florida Medical

Assn.'s Council of Medical Society Officers, said voters
were swayed by the high-priced advertising blitz

Continued on ne:ct page
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Medicaid coverageBallot initiatives Update
MedAssist was to be funded through a 06% tax on

Contznued from previous page the net income of Missouri-based for-profit busin-
waged by trial lawyers in the state esses, a 06% tax on the gross earnings of workers in

"The thing doctors had to gain was the ability to the state, premiums paid by participants, and federal Fibreboard settles with insurer
bring down health care costs " Dr Norman said "Un- matching funds for the Medicaid portion
fortunately, they will keep going up because the cost of However, under MedAssist, employers that provided Continued from page 2
liability insurance will keep going up " health care insurance could offset some or all of the In return, Fibreboard has agreed to drop ltS bad-faith lawsuit

But, "we're not glving up," Dr Norman vowed "Ex- tax The proposition was expected to cost Missouri em- against Chicago-based Continental, one of its primary insurers
actly what phase two will be, I can't tell you " ployers about $20 million annually Missouri workers Fibreboard also has modified its proposed structured settlement

Last week's vote came 18 months after the Florida would have paid an average $120 per year in taxes for program so that the holders of structured settlement obligations
Supreme Court struck down a $450,000 cap on all the plan will receive increased financial protection in the event the producer
non-economic damages established by the Tort Reform More than 440,000 uninsured or underinsured state goes bankrupt (BI, Sept 5)
& Insurance Act of 1986 (BI, May 4, 1987) residents would have received coverage under the

Although there are no limits on non-economic dam- plan, according to supporters' estimates Chubb settles with farmers
age awards in most cases, Gov Bob Martinez ear- Pnor to the advertising blitz, opinion polls indicated
tier this year signed a law that caps at $250,000 non- that Missouri voters strongly favored the MedAssist CINCINNATI-Chubb Corp estimates it will pay $48 1 million
economic damages in medical malpractice cases set- plan (BI, Nov 7) to settle the class-action suit filed against it by farmers in 10 Mid-
tled through arbitration (BI, Feb 8) Support for the initiative declined after opponents- western states stemming from the insurer's failure to bind $400

The Missouri health care proposition, which would including Gov John Ashcroft and the Missouri Cham- million in drought coverage sold by its agents
have been funded in part by new taxes on employers ber of Commerce-waged an extensive advertising The settlement, which was reached last Tuesday in U S District
and employees, lost by a margin of 71% to 29% campaign in the last few days before the elections, ac- Court in Cincinnati, includes $5 1 million to pay farmers' attorneys

The three pools would have provided cording to Dian Sprenger, senior vp of the Missouri fees The offer was made Nov 3 (BI, Nov 7)

• Subsidized health insurance for low-income resi- Hospital Assn in Jefferson City Under the settlement, which is sublect to final approval by Judge
dents, with copayments, deductibles and premiums The ads "raised peripheral issues that had nothing to Carl B Rubin, farmers will receive amounts equal to the losses
based on their ability to pay do with the issue of health insurance," Ms Sprenger Chubb would have been paid if the insurer would have bound

• Catastrophic health insurance coverage to all Mis- said For example, she explained, ads warned that the the coverage for the farmers, less any premium reimbursements or
souri residents with copayments based on annual in- program, known as MedAssist, could prompt an in- goodwill payments the farmers already have received
come and underlying insurance coverage flux of AIDS victims into the state seeking medical Upon court approval, which Chubb expects this week, the insurer

• A high-risk health insurance pool for Missouri res- treatment will deposit $48 1 million with the court
idents unable to find health care coverage, with premi- The ads also warned that the earnings tax might Specifics of the disbursements will be determined by the court
ums capped at 150% to 200% of the standard risk rate apply to retired workers' pensions, which Ms However, Chubb has released to state insurance commissioners an

The program also would have widened eligibility for Sprenger said was not the intent of the measure estimated breakdown of disbursements, which includes $14 6 mil-
lion to Illinois farmers, $13 8 million to Indiana farmers, $7 6
million to Iowa farmers, $5 million to Minnesota farmers, and $2
million to Michigan farmers

The agreement would void an earlier settlement reached in Min-
nesota and potential agreements in other states (BI, Aug 8)

Although Chubb 15 still sublect to administrative action in Illi-
nois, Ohio, Indiana and Iowa, regulators from these states met with
Judge Rubin last week and "came a long way to resolving the regu-

--i

latory problems," said plaintiffs' attorney Michael J Freed of
By JERRY GEISEL • Rep Peter Rodino, D-N J , • Rep James Florio, D-N J , Much, Shelist, Freed, Deneberg, Ament & Elger P C

chairman of the House Judiciary chairman of the House Commerce, Chubb said lt W111 take an aftertax charge in the fourth quarter
WASHINGTON-Two of the Committee Consumer Protection and Competi- of approximately $13 million to reflect the cost of the settlement

leading antagonists in the debate A harsh critic of the insurance tiveness Subcommittee

over mandated employer-spon- industry, Rep Rodino was a pow- Rep Flor·io has played a major Interim Piper Alpha paymentssored health care coverage will not erful advocate of curtailing the role in shaping environmental lia-
be returning to their Senate seats McCarran-Ferguson Act, the 1945 bility and hazardous waste legis- LONDON-Interim compensation payments will be made to more
when the new congressional ses- law that gives the Industry a par- lation than 60 survivors of the Piper Alpha oil platform disaster as soon as
sion begins in January tial exemption from federal anti- He also was a House sponsor of possible, said a spokesman for Occidental Petroleum (Caledonia)

Sen Lowell Weicker, R-Conn, trust law and leaves primary regu- the 1986 amendments to the Risk Ltd, a maior shareholder and operator of the drilling rig
the only Republican on the Senate lation of insurers with the states Retention Act and his support was Undisclosed interim payments will be made to the more than 60
Labor and Human Resources Com- Rep Rodino did not seek re-elec- critical to their passage people injured in the explosion while their full medical records
mittee this year to vote for legisla- tion, he was first elected to the More recently, Rep Florio has and reports are compiled to determine final claims, he said
tion that would require all employ- House of Representatives in 1948 expressed interest in holding over- Meanwhile, the company still is negotiating compensation pay-
ers to offer health care benefits, • Rep Fernand St Germain, D- sight hearings to analyze the im- ments with lawyers representing relatives of the 167 people who
was narrowly defeated in last RI, chairman of the House Bank- pact and problems caused by the died when fire engulfed the platform in the North Sea (BI, July 11)
week's elections ing, Finance and Urban Affairs 1986 amendments Compensation payments totaling more than 100 million pounds

At the same time, Sen Dan Committee • Sen Howard Metzenbaum, D- ($177 million) have been offered to the families However, terms
Quayle, R-Ind, who also was a As committee chairman, Rep St Ohio, a member of the Labor and of the offer have not yet been finalized
member of the Labor and Human Germain had a strong interest in Human Resources Committee, has For example, Occidental last week agreed to drop a clause that
Resources Committee and who fre- resolving to what extent banks and been the leading congressional fig- required victims' relatives to give evidence in any litigation Occi-
quently blasted the Kennedy bill, their affiliates should be allowed ure in the drive to restrict employ- dental may file against third parties stemming from the explosion
was elected vice president to under'wnte and sell insurance ers' right to recover surplus assets However, the company is refusing to drop a clause that bans

Sen Weicker's support for the Rep St Germain, first elected to from terminated overfunded pen- claimants from seeking compensation from other parties after ac-
federal health care benefit man- the House in 1960, was upset by sion plans cepting Occidental's offer, the spokesman said
date was perhaps second only to Republican political newcomer • Rep Bill Richardson, D-N M,
the bill's sponsor, Sen Edward Ronald Machtley, a Newport, RI, a member of the Commerce, Con- P&1 club may cover tankerKennedy, D-Mass attorney sumer Protection and Competitive-

Connecticut Attorney General But, as has been the case in the ness subcommittee, introduced HALIFAX, Nova Scotia-Compensation to the survivors of 27
Joseph Lieberman narrowly edged last several elections, nearly all in- federal product liability reform crew members who were feared dead last week when a Liberian-

out Sen Weicker, a three-term vet- cumbents seeking re-election held legislation during the opening registered oil tanker sank in a storm in the North Atlantic could be
eran on to their seats months of the 100th Congress The covered by a British mutual

But even without the support of Incumbents returning to the measure, later substantially wa- Newcastle Protection & Indemnity Assn in Newcastle-upon-
a friendly Republican, Sen Ken- 101st Congress who have been in- tered down, cleared the full House Tyne, England, insures the owners for legal liabilities, Including
nedy will continue next year to volved in employee benefit and Energy and Commerce Committee crew, cargo and 011 pollution, confirmed Peter Fryer, manager of
push his mandated health care leg- risk management issues include Meanwhile, Slade Gorton, the the association The P&I mutual could also pay for the esti-
islation through the Labor and • Rep Rod Chandler, R-Wash, a former Republican senator from mated $13 million in crude oil lost and other legal liabilities if the
Human Resources Committee member of the House Ways and the state of Washington, will be re- owner of the vessel is found liable for the loss

"Sen Kennedy will be as aggres- Means Committee, has been one of turning to the Senate Mr Gorton The 17-year-old ship's hull and machinery is believed to be in-
sive as ever, if not more so," said the few members of Congress who lost re-election in 1986, but last sured in Italy's insurance market
Frank McArdle, a consultant with has taken a positive interest in em- week defeated Rep Mike Lowry, The Odyssey, which was recently purchased by Diamond Port
Lincolnshire, Ill -based Hewitt As- ployee benefits legislation D-Wash, to fill a vacancy left by Shipping Corp of Monrovia, was loaded with 132,157 tons of North
sociates Rep Chandler, for example, the retirement of Sen Daniel Sea oil and bound for Come-by-Chance near St John's in New-

Other congressional leaders who made an unsuccessful push to give Evans, R-Wash foundland, when she sank 700 miles off the coast of Nova Scotia
were involved ln risk management employers tax incentives to pre- In 1986, then-Sen Gorton took Nov 10 None of the 15 Greek and 12 Honduran officers was found

or benefit issues and will not be fund their retiree health care liabi- an active role in product reform 11- Polembros Shipping Ltd,the London representatives of Dia-
returning to Congress include lities ability legislation . mond Port, would not comment on the loss

Californians vote to restore Cal/OSHA Interim Texas regulator named
AUSTIN, Texas-A W "Woody" Pogue, deputy commissioner at

LOS ANGELES-Californians voted to re-establish Reinstatement of Cal/OSHA is "a victory for us, and the Texas State Board of Insurance, will direct the agency while
the state's workplace safety program, known as Cal/ lt'S a victory for workers in the state and citizens who investigators determine whether the board mishandled the insol-
OSHA, by passing Proposition 97 last week are concerned about safety issues," said Richard Ho- vency of a Dallas-based insurer

The measure will again allow the state to finance lober, education director of the California Labor Fed- Mr Pogue replaces Insurance Commissioner Doyce Lee, who
workplace safety oversight The state had operated ltS eration in San Francisco agreed to step aside while allegations of mismanagement levied by
own safety agency until Gov George Deukmelian ve- The Proposition 97 campaign, which the federation some Texas legislators are investigated (BI, Nov 7)
toed the program's $7 million appropriation in 1987 spearheaded, raised about $1 4 million to promote A spokesman said that a State Board "administrative inquiry"
(BI, Feb 23, 1987) the measure, Mr Holober said The measure had no into the handling of the insolvency of National County Mutual Fire

At the time, Gov Deukmelian contended that the organized opposition Insurance Co is being headed by Jun Adams, an independent con-
program duplicates the effort of the federal Occupa- The initiative became effective immediately follow- sultant and the former director of the Texas Department of Public
tional Safety and Health Administration ing the election, but state officials have not yet in- Safety National County Mutual was found to be insolvent in Octo-

However, other state officials, labor groups and dicated how long it may take to put the agency back in ber by approximately $54 million, making its failure the largest
some business organizations argued that the state pro- business, Mr Holober said ever of a Texas property/casualty insurer
gram was more effective and responsive to safety Although lt removed itself from private-sector An outside investigator will be hired to look into charges that the
issues in California (BI, Aug 15) workplace safety in early 1987, the state's program for state board has been mismanaged and has madequately failed to

About 53 7% of Californians voted in favor of re-es- public-sector safety remained in operation monitor insurers known to be in financial trouble

tablishing Cal/OSHA -By Glenn Huntley
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Proposition 103 on the commercial side" securing paign, which sponsored a no-fault Proposition 103 "will produce an Inability to overcome low public
coverage, said Tom Vance, risk auto insurance proposition that unacceptable business environ- opinion of insurers

Contmued from page l manager for the city of Anaheim was defeated ment which necessitates this ac- The no-fault campaign also
toI·ium soon, a spokesman said Fri- and president of the Public Risk "The issues here involve the con- tion," according to a statement by spent much of its time and money
day "We hope that within a few Management Assn stitutionality of Prop 103's provi- Travelers "Our primary responsi- responding to consumer advocate
days we will be back to business as Asking insurers to drastically sions mandating that insurance bility as an insurer is to meet our Ralph Nader, who had endorsed
usual," the spokesman said roll back their rates "to me is no companies sell insurance at a loss claim obligations to policyholders Proposition 103 and had cam-

Said James W McElvany, execu- different from people in California until they stand at the brink of The environment we see under paigned for it in the closing weeks
tive vp with Johnson & Higgins in going to the grocers and saying, bankruptcy Requiring a business Proposition 103 would produce of the campaign, said Marjorie
Los Angeles, "We've seen a number 'We pay too much for groceries So, to sell its product at a loss is sim- losses and a drain on our capital Berte, chairman of Citizens for
of contracts that would actually we want to cut the prices without ply not realistic No insurer, or This is not in the interests of our No-Fault, the industry's grass-
have rate increases under the roll- doing anything to reduce the gro- grocery store or any other enter- current customers " roots group

back provisions " cers' costs of doing business," Mr prise can stay in business under Fireman's Fund, while remaining "Every time Nader came to the
For example, directors and offi- Vance said, referring to the fact those conditions," Mr Crosby said in some commercial lines, with- West Coast, it (Proposition 103)

cers liability insurance rates, that Proposition 103 does not con- Under Proposition 103, insurers drew from the state's personal au- would pop up a few points (in the
which have gone down in recent tain provisions to control claims can escape the rollback provisions tomobile insurance market polls) and it would take a million
months, could be increased again if and litigation costs during the first year only if they Fireman's Fund wrote $177 mil- bucks in advertising to bring it
insurers of the coverage are forced "I think we're going to see some prove to the state Insurance De- lion of personal lines and $760 back down," she said
to charge 20% less than the rates insurers pull out of the California partment that reducing rates million in commercial and spe- Insurance industry trade groups

they charged in November 1987, market" if Proposition 103 is up- would threaten them with insol- cialty insurance premiums in Cali- expressed disappointment with the
Mr McElvany explained held, Mr Vance added vency fornia in 1987 Specialty lines pri- results of the California battle

"This would indicate that the "I can understand everyone An analysis by the department marily include surety and ocean Voters there were "beguiled by
drafters of the proposition really being frustrated with insurance concluded that as many as 35 in- marine the quick-fix proposals of our op-
didn't consider the commercial rates, but the general public really surers could become insolvent -Fireman's Fund deeply regrets ponents," said Franklin Nutter,
market," he added doesn't understand what this will within the first two years Proposi- the business decisions that have president of the Alliance of Ameri-

"We've found that the renewals do to the availability of insur- tion 103 iS law been forced on us," said Chairman can Insurers in Schaumburg, Ill
for fairly sophisticated, competi- ance," Ms Landis of Carl Karcher Harvey Rosenfield, chairman of William M McCormick Proposi- Instead of dealing with the costs
tive risks have been about 35% Enterprises said the Proposition 103 campaign, said tion 103 would cost the company behind insurance rates, Proposi-
below November 1987 rates," said The proposition states "For any he was not concerned about the in- "a financial drain in excess of $100 tion 103 proponents chose to use
George Andreini, vp and treasurer coverage for a policy for automo- surers' legal challenge million" and impair its ability to emotional appeals to make their
of Andreini & Co, a San Mateo, bile and any other form of insur- "We're confident that the court do business in the state, he said case, he said

Calif -based broker "So, there ance sub)ect to this chapter issued will not permit itself to be used as "For this reason we have no "This vote also proves that the
could actually be an increase in or renewed on or after Nov 8, a shield against a measure ap- choice but to immediately take ac- initiative process is not the best
rates for some commercial ac- 1988, every insurer shall reduce ltS proved by the people," he said tion to protect our business and means of dealing with complicated
counts " charges to levels which are at least Although expected, the court our rights We hope that this situa- and technical public policy prob-

Risk managers' first reactions 20% less than the charges for the fight indicates that insurers con- tion will be corrected so that we lems like these," Mr Nutter said
after Election Day was one of con- same coverage which were in effect sider themselves "as an industry can maintain our strong presence He also noted that Proposition

cern for the impact of Proposition on Nov 8, 1987 " that lS above the law," Mr Rosen- in the state of California," Mr 103 passed by a narrow majority
103 on their insurance markets And, beginning in November field said McCormick said Outside of Los Angeles County

"I really think that this is going 1989, "good driver" discounts of State Attorney General John Van Farmers Insurance Cos of Los voters generally rejected the ini-
to hurt the insurance companies 20% would be required for motor- de Kamp said he would " vi- Angeles, the state's third-largest tiative
and our ability to get coverage in ists who do not have more than one gorously defend" Proposition 103 auto insurer, has not stopped writ- If the initiative lS upheld, it Will
California," predicted Barbara moving violation during the previ- against challenges by the insur- ing new policies but will issue not only disrupt the California in-
Landis, manager of risk manage- ous three years ance industry Mr Var- de Kamp's them at current rates pending the surance market, but also will
ment and insurance for Carl Proposition 103 also repeals in- office lS the leader in the antitrust Supreme Court's ruling, a spokes- threaten the economic viability of
Karcher Enterprises, an Anaheim- surers' immunity from state anti- litigation pending against 30 prop- man said some insurers, said Lowell Beck,

based owner and operator of fast trust laws, which have allowed in- erty/casualty insurance industry State Farm does not intend to president of the National Assn of
food restaurants surers to share loss history data defendants suspend operations or withdraw Independent Insurers in Des

"I'm really surprised that Propo- and rate information As a result, Policyholders who receive re- from the market However, it estl- Plaines, Ill
sition 103 passed It is a very frivo- the Insurance Services Office Inc newal notices that do not include mates it would have to cut rates by "The survival of the private (in-

lous thing that really isn't a good has suspended dissemination of rollbacks should register com- 26% below current rates under surance) industry as we know lt lS
thing for the commercial market," California-specific loss and rating plaints with the state Department Proposition 103, costing the in- at risk here," Mr Beck said "The
said Anita Percaccio, risk manager information (BI, Oct 31) of Insurance, Mr Van de Kamp surer $1 3 million in lost premium public lS making a decision here
for C J Segerstrom & Sons, a real Additionally, Proposition 103 re- said every day, a spokesman said State about whether the private industry
estate development company in quires the state insurance commis- About 20 insurers had notified Farm wrote about $1 5 billion in remains in the business or if lt'S
Costa Mesa sioner to be elected by voters be- the department that they planned auto insurance premiums in the turned over to government "

"It does not seem actuarially ginning in 1990 The commissioner moratoriums on new business, ei- state in 1987 The ultimate decision, however,

correct to make everyone drop now is appointed by the governor ther on auto only or all property/ Allstate, which had suspended probably will come through the
their rates 20% or more Insurance In the wake of the election vic- casualty lines, but several had al- writing commercial and private courts, he said
is a pooling mechanism where ev- tory for Voters Revolt to Cut Insur- ready changed those plans after auto and property insurance in 'What concerns us now is the

eryone has to share risks," she ance Rates-the Santa Monica- the state court stayed Proposition California on Nov 8, decided constitutional question of whether
added based consumer group that spon- 103, said Insurance Commissioner Thursday following the Supreme California can order insurers to

While the city of San Diego, sored Proposition 103-some Roxani Gillespie Court stay to resume that business commit economic suicide We hope
which lS self-insured for its prop- insurers sued to block its enact- Even if several insurers with- in the state, a spokesman said All- that the industry's lawsuit will
erty/casualty exposures, would not ment and others began announcing draw from California, there would state, the state's fourth-largest clarify that issue," Mr Beck said
be directly hurt by availability they would follow through on ear- be little impact on the market, she auto insurer, wrote $864 million in The American Insurance Assn in

problems created by the Initiative, her promises to withdraw from said About 650 property/casualty auto insurance premiums in Cali- Washington,DC, has filed an
Insurance/Claims Manager Julian California or suspend writing new insurers are admitted in the state fornia last year amicus curiae brief in the case

Johnson has one concern business in the state "In California, it'S going to take Insurers suffered the worst pos- with the state Supreme Court, said
"Given the fact that so many in- Fireman's Fund Insurance Cos, a lot" of insurer withdrawals to sible defeat at the California polls AIA President Robert E Vagley

surers have already suspended State Farm Insurance Cos, All- cause a substantial availability cri- because consumers were angry "Proposition 103 is in fact a con-

their business, I think the 1SSUe state Insurance Co, Farmers In- sis, Ms Gillespie said "We're "California voters have regis- sumer's nightmare We urge other
here is what about the thousands surance Group, CalFarm Insurance monitoring the situation on a daily tered their displeasure with insur- states not to let this Troian horse
of contractors and consultants the Co , the Assn of California Insur- basis " ance rates by their support of of automobile insurance reform
city purchases goods and services ance Cos and ISO filed suit chal- Travelers Corp announced it Proposition 103," Mr Crosby con- into their borders and instead to
from They are required to have an lenging the proposition would "withdraw from certain ceded Wednesday "The property/ enact real solutions, such as strong
additional insured endorsement Other insurers also filed briefs in segments of the California prop- liability insurance companies and effective no-fault systems,"
naming the city" on their own in- support of the lawsuit or their own erty/casualty market," including doing business in California regret Mr Vagley said
surance policies to contract with lawsuits in courts in San Francisco commercial and personal auto, ho- that the real reforms contained in Insurance industry experts have

the city, he explained and Los Angeles meowners and most other prop- Proposition 104 were not adopted expressed fears that California's
"My crystal ball is cloudy right The legal action seeks to estab- erty/casualty lines, but declined to by the voters " insurance revolt might be exported

now, but I'm wondering about the lish that Proposition 103 violates be more specific These lines pro- In an earlier interview, Mr to other states that have initiative

effect this will have on the city's insurers' constitutional rights, said duce about $225 million in annual Crosby said lack of support for no- processes (BI, Oct 24)
ability to enforce the terms of ltS John Crosby, executive vp of the premium volume, a spokesman fault auto insurance in California Mr Ronsenfield said last week

contracts or agreements with out- insurer-backed No-Fault Cam- said was due largely to the Industry's that dozens of consumer groups
side suppliers The fallout will be from throughout the nation have

that the city will not be able to
transfer a lot of its risk" and then Prop. 103 receives 51% of vote contacted his group to ask how to

launch similar reform efforts He

will have to increase its own claims predicted that insurance reform
reserves, he said efforts are likely to "happen every-

Other risk managers think public LOS ANGELES-California voters approved Propo- 100, fared better than the no-fault proposal, but still where within a year "
entities could be hit hard if there is sition 103 by only the smallest of margins last week, fell short of the 50% of votes needed to become law But Mr Beck said that the pros-
an availability crisis generated by while voters re]ected the four other insurance and tort The proposition, which would have reduced auto in- pects for a tidal wave of reform
Proposition 103 reform proposals on the state's ballot surance rates for "good drivers" by 20% from January measures such as Proposition 103

"Public entities have a hard Only 51 1% of the state's voters favored Proposition 1988 rates, was favored by 41% of the voters sweeping the country are remote
enough time finding coverage any- 103, which mandates that rates for most types of prop- Proposition 101-sponsored by Coastal Insurance California was vulnerable to the

way," said Jeff Stevens, risk man- erty/casualty insurance be rolled back to 20% less than Co of Van Nuys, Calif, attracted support from only popular uprising primarily because
ager for the city of Santa Ana year-ago rates 15 4% of the voters The proposal would have cut auto insurance rates had become

The city has a self-insured reten- However, in Los Angeles County, where auto insur- bodily inlury auto insurance rates by 50% from Oct 31 extraordinarily high there, partic-
tion of $2 million for liability risks ance rates are the highest in the state, Proposition 103 levels ularly in the Los Angeles area, he
but purchases $8 million in excess won the support of 62 8% of the voters California voters also defeated Proposition 106, said Those conditions do not exist
coverage through a pool This ex- Proposition 104, the insurance industry-sponsored which would have capped contingency fees for trial in most regions in the country, Mr
cess coverage was Just renewed on proposition that would have established no-fault auto- attorneys Proposition 106, which also was supported Beck said
Oct 1 and the city also renewed its mobile insurance in California, was supported by only by the insurance industry, received "yes" votes from Mr Nutter, other insurance in-

property insurance on Nov 1, he 25 3% of the voters despite an insurer-financed, $60 46 7% of the voters dustry leaders and risk managers
said million campaign Insurers had promoted Proposition 106 as means to urged the state Legislature to work

"If the voters wanted this (Prop- The no-fault initiative fared even more poorly in Los control the costs of litigation related to insurance toward a compromise
osition 103), they should have lim- Angeles County, winning "yes" votes from only 22 2% cases, but its opponents, including the California Trial The Legislature, currently in re-
ited it to personal lines because we of the electorate Attorneys Assn, argued that it would do nothing to cess, will return for its next regular
already have a hard enough time Another insurance-related proposal, Proposition lower insurance rates in the state • session in January
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Section 89 survey At the low end, Just 44% of the surveyed One implication of the 17 5-hour work Bl Insurance Indexemployers in the wholesale/retail industry week standard may be a reduction in the use -
Contmued frompage l say their health plans will pass the tests, and of part-time employees, the survey notes
tests to determine whether a sufficient per- 49% of professional/technical firms predict "The trend toward use of part-time em- 460centage of their non-highly compensated that their plans will pass the non-discrimi- ployees to reduce costs may be slowed due to -
employees are covered or are eligible to par- nation tests the severe penalties imposed on other em- I
ticipate in welfare plans, like group health Thirty percent of wholesale/retailers pre- ployees due to failure to cover part-timers,
and life insurance programs If a company diet their plans will flunk the non-discrimi- the survey said
fails the non-discrimination tests, ltS highly nation tests and 26% are not sure "Section 89 is a very tough law" to comply  460
compensated employees will be taxed on all Among technical/professional firms, 36% with, Mr Mead said
or a portion of their benefits are not sure and 15% predict failure The survey also found that despite fairly I

As a result, depending on which test the Not surprisingly, large employers expect explicit rules under Section 89, a hefty 20%
employer fails, highly compensated employ- more difficulty than smaller companies in of employers with more than 1,000 employ-
ees in "discriminatory" health care plans collecting the enrollment data needed to run ees do not know what percentage of their
could be hit with between $2,000 and $3,000 the Section 89 non-discrimination tests employees will be considered highly com-
in additional taxable income annually, Mr For example, 92% of large companies said pensated Under Section 89, the highly com- I
Mead said they expect Section 89 data collection to be pensated group includes employees earning 1425Of the 505 surveyed companies, 280 have either somewhat difficult or very difficult, more than $75,000 and employees earning
more than 1,000 employees and 225 have compared with 78% of small employers more than $50,000 who also are among a
fewer than 1,000 workers The surveyed Meanwhile, 22% of small employers do not company's top paid 20%
firms have 3 million employees in their wel- expect data collection to be difficult, com- While such salary information appears
Eare plans pared with 8% of large employers fairly basic, benefit managers who work in

The survey found that 30% of large em- The disparity arises because large employ- decentralized firms may not have access to
ployers do not know yet whether their health ers are much more likely to offer more plans salary data, said Edward J Davey, a prinel-
care plans will pass the tests, and 15% pre- than small companies, and the plans offered pal with Foster Higgins in New York Insurance industry stocks followed the rest 01
diet their programs will fail the non-dis- by large firms tend to be more complex than "There has been a downstreaming of cor- the market down last week, as the Business
crimination tests But, 55% of large firms be- those offered by small employers, according porate structure in which there has been /nsurance /ndex fell 8.2 points to 448.9 on Nov,
lieve their health care programs will pass the to Foster Higgins more autonomy for local operating units 10, from 457.1 on Nov. 3. Advancing Issues
Section 89 non-discrimination tests The survey points out, for example, that Therefore, data retention has been local," were led by Tokio Marine & Fire Insurance Ltd.,

Small employers are somewhat more opti- employers with fewer than 1,000 employees Mr Davey said up 8.996; Arthur J. Gallagher & Co., up 4.996,
mistie that their health care plans will pass have an average of five plans for Section 89 He added that one effect of Section 89 will Fremont General Corp., up 4.5%; Phoenix Re
Section 89 muster non-discrimination testing purposes com- be a greater corporate centralization of ben- Corp., up 3.7%; and Hilb, Rogal & Hamilton, up

Sixty percent of small companies predict pared with 57 plans for companies with be- efit and salary information. 1.8%. Decl,ning issues were led by Frank B. Hall
that their health care plans will pass the tween 2,500 and 10,000 employees and 136 Only about one-third of the employers that & Co., down 15.4%; Chandler Insurance Co.,
non-discrimination tests, while 16% said plans for companies with more than 10,000 believe their health care plans will fall the down 10.1%; Sears, Roebuck & Co. (Allstate]
their plans will fail and 24% were not sure ernployees non-discrimination tests say they are in- and Provident Life & Accident Insurance Co.

The survey also found that a high percent- A ma]or reason that many employers be- clined" to revise the plans each down 9%; and SCOR U.S. Corp., down
age of companies also either are unsure lieve that their benefit plans will fail the But more employers-47%-that offer 7.5%. Issues showing the most activity during
whether their group life insurance plans will non-discrimination tests lS that Section 89 group life insurance plans found discrimina- the period were: Sears, Roebuck & Co. (All·
fail the non-discnmination tests or predict requires companies to count employees tory are "inclined" to amend the plans, the state), 5.4 million shares traded; Farmers Group
their plans will fail the tests working at least 17 5 hours each week when survey found Inc., 4.2 million shares traded; and United

For example, 30% of large companies do running the non-discrimination tests But If those predictions prove accurate, then States Fidelity & Guaranty, 1.6 million shares
not know whether their life insurance plans only a handful of companies extend benefit the ostensible purpose of Section 89-en- traded. The
will pass the non-discrimination tests, while coverage to part-timers working few hours couraging employers to expand their welfare 1.8% for the period, faring better than the lead·
21% expect the plans to fail However, about 25% of employers do not plans to more lower-paid employees, such as ing market indicators: The Dow Jones 30 Indus·

However, 49% of large companies predict know how many of their part-time employ- part-timers-will be defeated trials fe112.696, while the Standard & Poor's 500
their life insurance plans will pass ees work at least 17 5 hours a week-the Indeed, Foster Higgins consultants say em- and the New York Stock Exchange Composite

Among smaller companies, 23% do not threshold for counting employees in the non- ployers with many part-time employees may each lost 1.9%.
know whether their life insurance plans W111 discrimination tests find it cheaper to offer "discriminatory"
be discriminatory, while 13% expect their "Seventeen and a half hours suits almost plans and then reimburse highly compen- British issues
plans to fail Sixty-four percent of small no corporation's definition of what is a part- sated employees for the additional tax bite

1 Week
firms believe their life insurance plans will time employee," said David Rahill, a Foster "In some instances, employers will 'gross Nov. 10
be non-discriminatory Higgins principal in Princeton, N J

Pilce P/E Dly. Fold High-Low

up' highly compensated employees That COmpanies pence pence % pencepence
The percentage of surveyed employers that "It is an arbitrary number," he said could be a lot less expensive than offering Comml Union 328 106 253 77 336-328

believe their group health care plans will Indeed, the Foster Higgins survey found coverage to 30,000 part-time employees," Gent Accident 844 84 58 0 67 849-844

pass the non-discrimination tests varied by that lust 6% of companies provide group said Mr Davey GMROYZE:tch 175 94 131 75 179-174

industry health and life insurance coverage to em- Rather than expanding coverage, Section Roy' 373 8 1 300 8 0 382-373

Sun Allance 1019 78 547 54 1025-1012At the high end, 68% of surveyed insurers ployees working fewer than 20 hours a week 89 then would really become a back door
and 65% of the health service industry, such Among the remaining employers, 30% re- way of taxing benefits for the highly com- Brokers
as hospitals and health maintenance organi- quire employees to work 20 hours a week pensated, Mr Rahill observed Bradstock 211 114 80 38 223-211

zations, expect their group health care pro- before they are eligible for coverage "It is a mechanical way of setting" a cap CEHeath 448 145 345 76 448-440

grams to pass the tests Another 6% of employers require employ- on tax-free benefits to the highly compen- Hogg Robinson 154 131 80 59 1.-153

Twenty-four percent of insurers say they ees to work between 21 and 29 hours a week sated, Mr Mead said Uoydlhonlpson 208 16 4 8.0 38 208--208

do not know whether their health care plans to be eligible for coverage, 24% require em- PWS Hol(Nngs 144 206 6.0 36 144-134

will pass, and 8% expect that their plans will ployees to work at least 30 hours and 13% re- Free single copies of the executive summary Sedgwickep 226 18 8 16.0 71 230-226

fail quire employees to work between 31 and 39 of"Survey on Section 89 Non-Discrimma-
S Bnl Jones 221 197 13.3 60 222-221

Wms Faber 236 132 16.0 6.8 241-236
In the health service industry, 24% of the hours a week before the employees are eligi- tion Requirements," are available from Paul

surveyed employers cannot predict whether ble for benefits Mead, A Foster Higgins & Co Inc, 345 Cah-
Source Philip Olsen/Alan Clifton, Insurance Industry

Specialists Kitcal & Aitken Stockbrokers,
they will pass the non-discrimination tests Twenty percent of employers limit benefit fornia St, San Francisco, Calif 94104, 415- London

and 11% believe that their plans will fail plans to employees working 40 hours a week 981-5009

Bl lndustry Stock Report NOVEMBER 10,1988 11/4/88 THRU 11/10/88

Weekly Year to Date Annual Mirta Weekly Year to Date Annual Mkt/Bk

Pnce % change % change High low Val (000) $ Dtv % Yield P/E Book value value Pnce 96 change % change High Low Vol (000) $ Dtv % Yield P/E Book value value

BROKERS General Re Corp NYSE 5450 33 2S 5938 4550 551 1.20 22 111 2621 2.08

Alexander & Alexander Svcs NYSE 2500 10 408 28.13 1775 426 100 40 171 3 71 674 Home Gioup Inc NYSE 1125 43 53 1438 10.75 258 020 18 28 1776 063

Corroon & Black Corp NYSE 3038 -04 75 34.75 28 00 26 108 36 46 5.43 559 Hanoverlns Co OTC 27.00 09 161 27.75 2050 35 036 13 51 25.10 108

Gallagher Anhur J & Co NYSE 1850 49 156 19.13 1388 230 0 48 26 128 516 359 Harteysville Group Inc OTC 1600 00 220 1638 1338 37 0.48 30 63 1665 096

Hall Frank B & Co NYSE 2.75 154 -45 550 275 158 000 00 128 000 N/A Harttord Steam Bo:ler OTC 3213 -04 397 32.75 22.50 70 1.20 37 110 1065 302

Hlb Rogal & Hamilton OTC 1400 18 436 1450 9.75 18 000 00 128 000 WA Kans City Lile Ins OTC 3250 08 238 3250 2525 9 000 00 110 2960 110

Marsh & Mclennan Cos Inc NYSE 5638 40 139 5963 4525 365 2.50 44 138 674 8 36 Kemper Corp OTC 2400 26 171 27.50 20 75 738 0.72 30 76 2650 091

Poe & Assoc Inc OTC 8.25 00 179 925 675 0 040 48 127 027 30 56 Lawrence Ins Group AMEX 1038 24 1307 1163 4.50 2 024 23 170 290 358

BROKERS AVERAGE 17 193 28 122 Liberty Corp S C NYSE 3988 -09 123 47 25 34.50 1124 0.80 20 138 1740 2.29

Lincoln Nail Corp NYSE 4825 33 202 53 50 40.25 212 236 49 125 3662 132

CONGLOMERATES & HOLDING COMPANIES NAC Re Corp OTC 3075 00 732 31 50 1850 37 000 00 137 1992 154

Navigators Group OTC 2025 13 397 2025 1450 12 000 00 98 1288 1.57

Berkley W R Corp
Nobel Ins Ltd OTC 588 20 328 950 450 6 044 75 280 937 063

OTC 2963 09 235 3000 2350 399 036 12 64 1763 168
Northwestern Nat I Lite OTC 31.50 53 377 3450 2263

Berkshire Hathaway Inc DEL
430 112 36 76 35.05

OTC
090

4775 00 00 61 9 500000 2755 00 117 000 00 211 7766 193
Ohio Cas Corp OTC 3525 21 28

ITT (Hartford Group) NYSE
3825 3225 75 188 53 66 2786 1.27

5063 45 125 5488 4325 1134 148 29 64 5223 097
Old Rep Int i Corp OTC 2463 05

Sears Roebuck & Co (Allstate) NYSE
232 2588 19.13 97 0.74 30 58 27.82 0.89

4188 90 245 4613 3225 5369 2 00 48 109 34.74 1 21
Onon Cap Corp NYSE 1538 39 139 1763 13.13 30 076 49 52 934 165

CONGLOMERATES AVERAGE 32 306 22 112

Phoenix Re Corp OTC 1050 37 61 5 1100 6.75 80 0.00 00 57 11.08 095

INSURERS/REINSURERS
Protective Life Corp OTC 13 25 00 82 1513 1225 38 0.70 53 162 1725 0 77

Re Capital Corp AMEX 9.13 39 130 11.75 788 4 000 00 203 1149 0.79

Provident Lde & Acc Ins Co OTC 20.13 90 61 0 2500 1563 753 0.67 33 169 21.96 092

Aetna Life & Cas Co NYSE 4788 -42 58 5250 3950 599 2.76 58 79 5356 0 89 St Paul Cos Inc OTC 4325 00 60 5100 3825 474 200 46 61 3583 121

American General Corp NYSE 31 88 -62 04 3638 2750 921 140 44 81 2804 114 SAFECO Corp OTC 24.88 24 103 30 00 22.75 972 108 43 79 21.39 116

Amer Heritage Life IrM NYSE 2650 -05 93 2700 2400 0 108 41 112 2098 1 26 SCOR US Corp NYSE 7.63 75 175 950 663 66 010 13 55 939 081

Amer Indly Fin I Corp OTC 10.00 00 111 1200 825 5 056 56 175 1526 0 66 Seibels Bruce Group Inc OTC 1225 00 89 1425 1100 20 080 65 82 1251 0.98

American int l Group NYSE 64.13 30 69 6875 4900 712 0.40 06 95 3356 1 91 Selective Ins Group lic OTC 2500 29 31 6 26.50 19.25 25 124 50 56 1952 1.28

Aon Corp NYSE 2850 00 246 28 75 21.88 336 128 45 93 15.13 188 Statesman Group Inc OTC 3 31 18 294 556 3.13 54 0.05 15 56 348 095

Argonaut Group OTC 43.00 -06 445 4900 2950 104 000 00 60 29.19 147 Toki Marine & Fire Ins OTC 91 50 89 389 92.50 63.25 58 022 02 555 000 N/A

AVEMCO Corp NYSE 2400 16 223 28 75 17.88 33 034 14 112 7.74 310 Torchmark Corp NYSE 3100 12 265 3350 2450 193 1.20 39 101 1224 253

Belvedere Corp AMEX 463 25 57 600 400 7 004 09 68 7.87 059 Transamenca Corp NYSE 3113 40 114 3675 29.75 448 1.88 57 76 2494 1.33

Chandler Insurance OTC 888 101 820 1025 425 31 000 00 43 718 1 24 Travelers Corp NYSE 35.63 07 14 4000 3300 421 240 67 131 45.28 079

Chubb Corp NYSE 5613 42 04 63 38 51 25 329 2.16 38 64 46.13 1 22 Trenmck Group Inc OTC 1325 19 293 1350 9.75 16 0.24 18 130 1541 086

CIGNA Corp NYSE 49.13 25 120 5538 4275 374 296 60 91 49.19 1 00 Unted Fire & Cas Co OTC 2900 00 I 15 29.50 24.00 1 1.08 37 48 22.56 129

CNA Fin I Corp NYSE 5900 33 61 66.13 51.00 135 000 00 93 4640 1 27 United States Fid & Gly NYSE 3050 16 70 3438 2888 1643 264 87 82 1953 1.56

Continental Corp NYSE 3625 58 65 41 63 34.75 348 2 60 72 116 4210 086 UNUM Corp NYSE 25.88 10 399 2688 1788 226 048 19 108 2853 091

Durham Corp OTC 3275 71 523 36 75 21 50 83 092 28 381 2600 1 26 USLIFE Corp NYSE 34.75 48 21 9 40.13 28.00 258 136 39 92 46.77 0.74

Farmers Group Inc OTC 73.13 05 817 7300 4050 4235 144 20 172 22.02 332 Washington Nai l Corp NYSE 2738 -09 147 28.75 24.00 10 1.08 39 127 32.33 0.85

Fireman s Fund Corp NYSE 2963 29 140 3350 2575 418 050 17 1288 2617 1 13 Zenith Nat I Ins Corp NYSE 1675 43 117 23.88 15.00 72 0.80 48 78 1253 134

Forum Re (Bermuda) OTC 238 00 296 4.00 213 0 000 00 66 258 092 INSURERS/REINSURERS AVERAGE 18 193 32 134

Fremont Gen Corp OTC 11.63 45 208 13.50 875 958 060 52 66 1624 0.72 ALL COMPANIES AVERAGE 19 199 31 132
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You won't hear that from Zurich-American.
That's because our Automated Insurance Man-

agement System (AIMS), provides risk managers
with comprehensive, easy-to-use information on
regularly updated personal computer disks.

So instead of wading through books or search-
ing for reports, you can have instant access to
data related to claims inquiries, pre-defined
reports, summary reporting- in short, the infor-
mation you need to effectively and efficiently
manage your company's loss activities.

Which is one more creative approach to better
insurance. And one you can depend on. From
Zurich-American.

ZURICH-AMERICAN

American Creativit¥ Swiss Dependabilit¥
ZURICH-AMERICAN INSURANCE GROUP

Zurich Insurance Company ·American Guarantee and Uability Insurance Company · Executive Offices, Schaumburg, IL 60196

A MEMBER OF THE WORLDWIDE ZURICH INSURANCE GROUP


