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update:

Moran, underwriter
plead not guilty

LONDON-Christopher John Moran,
managing director of Christopher Moran &
Co., and Lloyd's of London underwriter
Derek James Walker pleaded not guilty last
week to charges that they tried to defraud
Lloyd's and its members.

Prosecutor Michael Hill told the court
that between October 1974 and January
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o rtsS Ao DN S1 O
Fsiona SN e nts . goekviiseint, .98 1 Or

oDl

Alcohol:

By EILEEN NORRIS

Companies are learning it pays
to help workers beat the bottle

lems of the 7% of Kennecott's 7,000 active
employees who are Insight members.

1 1.5..5 r°

Communication.

It can be as important to the success of an
employee benefit plan as the benefits
themselves, and for the ninth year, Business
Insurance is recognizing companies that have
been especially successful in getting the word

out so their employees understand what benefits

their company is providing for them.
Winners of this year's Employee Benefit
Communications Awards competition, which

included five categories and attracted 159 entries

from 129 companies, are announced on Page 13.

Industry pays $55 billion a year for al-
coholic and drug-addicted workers, but
that's where employer involvement
usually begins and ends.

But for the 600 mostly large U.S. com-
panies that are reaching out with in-
house or contracted employee wellness
programs, the victories have been im-
pressive:

- Kennecott Copper Corp. in Salt
Lake City estimates it has achieved a 6-1
benefit-to-cost ratio from its "Insight”
program, which was started in 1969.

A study of 150 men who spent almost
13 months in Insight-the name of the
counseling program that also serves as an
acronym for the company's 24-hour tele-
phone hot line-found a 52% improve-
ment in attendance, a 75% decrease in
non-industrial health and accident insur-
ance and a 55% reduction in hospital,
medical and surgical costs.

Alcoholism is one of the top four prob-

Dependents of alcoholic employees are
urged to be a part of outpatient family
counseling-a support aid that has
proved successful in rehabilitation of al-
coholics.

= lllinois Bell Telephone Co. in Chi-
cago, which started one of the first alco-
holism programs back in 1950, switched
its emphasis in 1962 to a health evalua-
tion program.

It estimates that out of every 500
health evaluations performed, half of the
employees will need psychiatric counsel-
ing, 150 or more will be referred to a re-
habilitation program for problem
drinkers and 30 to 40 will be referred to
Bell's drug abuse program.

Of the company's 38,000 employees in
1980, some 360 workers were asked to
take a health evaluation examination,
usually because of a performance or at-
tendance problem.

Continued on page 53
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New satellites covered

despite sky-

By RHONDA L. RUNDLE

NEW YORK-When RCA Corp. launches
the first of five planned communications sat-
ellites from Cape Canaveral this week, the
eyes of many anxious underwriters will be
aimed toward the sky.

Satcom IlIR is fully insured for $89 million
against launch failure or loss and for a near-
equal sum prior to Nov. 19 ignition. The
launch and life insurance coverage is part of
a $452 million, five-satellite package.

The letter R in Satcom's name stands for
"replacement"” and is a ready reminder that
its predecessor is lost in space. The disappear-
ance of the first Satcom Ill soon after liftoff
two years ago cost underwriters $77 million
-the largest satellite claim ever (BIl, Dec. 24,
1979).

Both Satcom IIIR and IV, to be launched in
January, will be used by the cable television

INSID

high loss

industry, reports Dennis Elliot, vp of finance
for RCA American Communications, which
owns and operates the satellites. Another
RCA unit builds the one-ton spacecraft.

"Two other orbiting RCA satellites and the
original Satcom Ill were individually insured
but this one we did on a different basis,”
explains David M. Whatnough, director of
general insurance for RCA Corp.

To make the risk bigger and more attrac-
tive to underwriters, the five satellites in the
RCA Satcom Series Decade 80s were pack-
aged together, he says. RCA set the rate and
cost it was willing to pay and asked broker
Marsh & McLennan to make the placement.

The risk has been offered in the market
since last December and the placement was
completed about a month ago, said Mr. What-
nough. It might have gone faster if RCA had
not insisted on its own cost objectives, he

Continued on page 61

Hospital malpractice rates

E | beginning to creep upward
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Breaking in
American risk manager helps Lloyd's
write banks' computer crime policy

By STACY SHAPIRO

LONDON-With help from the risk man-
ager of a major U.S. bank, Lloyd's of London
has finally intro-
duced its computer
crime policy for fi-
nancial institutions.

"Our approach was
to support the K.F.

Alder Syndicate at
Lloyd's to build up
this kind of policy,” ./..

sSaid Burtom J. Car—

bimno,
Irvinmng Trust Co.
New York. "Banks
are increasingly act-
ing as financial data
intermediaries,
which

risk manmnager at #
im

iNnvolves \4
terminals and, there-
fore, much greater
opportunity for
third-party fraud.

"We had an early
role to impress un-
derwriters of this lllustration: Amy Palmer
Nneed to insure
against such risk," said Mr. Carbino, who
purchased the first policy written.

The underwriters at K.F. Alder carefully
listened to Mr. Carbino and other financial

Page 3

institution risk managers concerned about
computer security.
"When our clients first came to us and
asked us to change the wording on the
banker's blanket
bond to include com-
puters, we realized
we di(in't understand
computers,” said
; Colin Spreckley, lead
underwriter for the
policy at K.F. Alden
"So we started re-
search on the com-
puter and it was a
horrendous task so
we dropped it. We
didn't appreciate the
magnitude of the ex-
posures then."
But risk managers
did know the size of
the risks and, like
Mr. Carbino, voiced
their concern.
"So we began to sit
down with U.S. risk
managers who came
over here, and we
went over to New York and eventually de-
veloped with them this computer insurance
package," said Mr. Spreckley. "And we know

Continued on page 59

PBGC offers compromise
on withdrawal liability claims

Page 2
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-update:

Moran pleads not guilty

Continued from previous page

1979, reinsurance transactions between Mr Moran, Mr Walker's
two syndicates and offshore reinsurance companies "did not repre-
sent genuine, honest, bona fide business "

Retrocessions, stop-loss policies and aviation "tonner" reinsurance
totaling about $1 8 billion passed to and from Northern Guaranty
Ltd in Guernsey and Geneva Reinsurance Co in Switzerland dur-
ing that period, he said, adding that the reinsurers were Mr Moran's
"babies," created for his own use

The money that ended up in these "del)ositories" helped pay off a
200,000 pound loan Mr Moran owed Williams & Glyn's Bank Ltd in
1975, the prosecutor said

"The reality is that the only function of the Northern Guaranty
and Geneva Reinsurance was to act as a depository for premiums
and claims from syndicates 290 and 295" controlled by Mr Walker

Mr Hill said

AMC seeks loan from workers

SOUTHFIELD, Mich -American Motors Corp is seeking to
row $150 million from employees' future wages and benefits to help
develop new products during the continuing industry slump

The unusual proposal, the latest in a series of discussions related
to wages and benefits in the automobile Industry, was submitted to
the United Auto Workers last week It calls for workers in AMC
assembly plants to give up 10% of their wages and benefits over a
22-month period

The money that would be received from the AMC workers would
be repaid with 10% annual interest, beginning as early as 1984, ac-
cording to the manufacturer

The exact impact on AMC benefits is not yet known, according to
the company, because the loan structure and payback plan will have
to be negotiated with the union The UAW board is expected to
discuss the proposal at its regularly scheduled meeting on Dec 3

Railroads, unions draft contract

WASHINGTON-A tentative agreement calling for numerous
health and welfare benefit improvements has been negotiated by six
railway unions and the National Labor Railway Conference, the
bargaining arm for most major railroads

The 39-month agreement, which also calls for a 325% pay in-
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expense, maJor medical and dental benefits

The pact must be ratified by some 240,000 members of the six
unions, including members of the Brotherhood of Railroad & Air-
line Clerks

The agreement is retroactive to April 1 and runs to June 30, 1984

Insurer wants ruling in libel case

OVERLAND PARK, Kan -The insurer for the National En-
quirer has filed suit to determine if paying punitive damages in the
Carol Burnett libel case would violate California public policy

Employers Reinsurance Co of Overland Park, Kan , filed the suit
Oct 26, naming the Enquirer and the California Insurance Commis-
sion as defendants, said John Connelly, Employers Re general
counsel

The action follows a suit brought by the Enquirer against Employ-
ers Re for failing to honor its $2 million libel insurance policy Ear-
tier this year, a California Jury awarded Ms Burnett $1 6 million in
general and punitive damages, ruling the National Enquirer libeled
her m a 1976 story The award was later cut to $800,000

Mr Connelly said a court ruling is necessary because the company
could be subject to sanctions and possibly lose its license if it paid the
punitive damages in violation of the state's public policy

The state has indicated an intent to enforce ItS public policy and
has taken the position that insurers may not circumvent state rules
on punitive damages through out-of-state activities

N.J. Blues revise rate proposal

NEWARK, N J -Small employers with fewer than 100 workers
would be hit hardest by a request for a 43 5% rate increase filed by
New Jersey Blue Cross

If the request, a revision of an increase requested earlier this year,
is denied by the state Insurance Department, officials at Blue Cross
estimate a $128 million deficit by the end of this year and a $122
million by the end of 1982

The increase would affect some 827,000 of the plan's community-
rated subscribers, most of which are firms that include between four
and 100 covered workers

Insurance Commissioner James J Sheeran has not yet acted on
the earlier request for an average 31% increase in rates
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Withdrawal liability claim
not due until appeal heard

By JERRY GEISEL tiemployer pension plan must pay a share of the plan's

unfunded benefits to be determined by the trustee
WASHINGTON-AN employer tnat leaves a mul- Because employers' contributions often failed to
tiemployer pension plan cannot be forced to pay the match the benefits promised, many of the plans are
full amount of a withdrawal liabilit) claim while he IS badly underfunded This means employers who now
fighting the claim, a federal agency says want to withdraw from a plan face huge withdrawal
Multiemployer pension plans do nct have the right to liability bills
demand the entire claim while an arbitrator is evaluat- For example, when Johnson Motor Lines Inc of
ing a claim's validity, according to the Pension Benefit Charlotte, NC, went out of business and withdrew
Guaranty Corp from the Central States, Southeast and Southwest
"This is an attempt to find a middle ground between Areas Teamsters' fund, it was hit with a withdrawal
the warring factions," said Baruch Fellner, associate liability bill that is more than double ItS net worth (Bl,
general counsel of the PBGC, the federal agency that July 20).
guarantees workers' pensions through an insurance The multiemployer law, which Congress passed last
program "To paraphrase Shakespeare, we are saying, year to shore up financially weak plans, has resulted in
'Get thee to a solution a torrent of litigation Some 28 lawsuits have been filed
The PBGC's new interpretation of the right of a mul- challenging the constitutionality of the act And the
tiemployer pension plan to demand enormous pay- rate of litigation shows no sign of slowing down At
ments from employers who leave tne plans came in least one new lawsuit challenging the act is being filed
briefs filed last week in several lawsuits challenging each week
the constitutionality of the Multiemployer Pension The act also is under attack in Washington A group
Plan Amendments Act of 1980 of employer trade associations has banded together to
That law says that an employer ho leaves a mul- Cont:nued on page 6

Insured ape prepares
4 to monkey around

By JAMES LAWSON

PHILADELPHIA-Ramar couldn't find romance
in the city of brotherly love
Deeply depressed, intimidated by the females and
bored with his cagey surroundings, Ramar lost his
mating urge at the Philadelphia Zoo so the 13-year-
old, 350-pound lowland gorilla was transferred to a
new open-air zoo in Florida
Now the new keeper, Metro ZOO in Dade County,
isn't taking any chances that the change in environ-
ment will be too much for the reluctant Casanova It
has purchased a $100,000 mortality insurance policy
in case Ramar dies during his orientation period
Zoo officials estimate it could cost $60,000 to
$100,000 to replace Ramar, who IS owned by the
North Carolina Zoo, which engineered the move
The insurance policy, the first separate mortality
policy Metro Zoo has taken out on an animal, was
written for 30 days because the first month in his
Continued on page 62
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Ramar the gorilla is now insured for $100,000.

Airline group wants to raise
liability limits to $750 million

By BILL DENSMORE be insured to make the plan worth proposed plan are Sedgwick GrouE,
underwriting IATA has 113 mem- C T Bowring and Willis Faber, said

An aviation trade group is trying ber airlines with about 3.500 air- Mr Colls
to convince its members to band to- craft among them He said the IATA originally soli-
gether to increase by roughly 50% Besides Stewart Wrightson, Lon- cited six London brokers to de-
the maximum limits of liability in- don brokers participating in the Cont:nued on page 60
surance carried by the world's air-
lines

A consortium of four London-
based aviation insurance brokers
has come up with a pooling plan for
the International Air Transport
Assn if airlines will participate

The plan, originally sought two
years ago by the IATA and pack-
aged by Stewart Wrightson Avia-
tion Ltd, would enable airlines to
purchase group excess liability cov-
erage of up to $750 million per car-
rier per aircraft per incident, said
Tony Kelly, the Geneva-based
manager of industry monetary af-
fairs for the IATA

Asbestos-exposed workers
suing employer, 32 others

By RHONDA L. RUNDLE

LOS ANGELES-Thirty-one workers who discovered they were
exposed to asbestos six weeks into a building remodeling Job are
suing their employer for both civil damages and workers compensa-
tion benefits

Pacific Telephone & Telegraph Co, which employs the workers,
and 32 asbestos makers are named in the civil lawsuit filed Aug 17
in Los Angeles Superior Court Each of the 31 plaintiffs is asking for

"We're talking about bringing
the entire industry up to coverage
of $750 million per aircraft at rates
that could be better than the big-
gest airline could get individually,"
Mr Kelly said Most airlines now
have coverage of $400 million to
$500 million

The only question now, Mr
Kelly said, is whether enough air-
lines will subscribe to the plan to
get it off the ground

Mr Kelly and Alan H C Colls,
chairman of Stewart Wrightson,
estimate about 1,700 aircraft must

unspecified general damages and $1 million in punitive damages.

The suit follows a recent string of California cases in which em-
ployees have successfully broken through the exclusive remedy rule
of workers compensation to sue their employers in state courts (Bl,
May 11)

Since none of the plaintiffs currently has an asbestos-related dis-
ease-only fear of eventually developing it after exposure-the case
also appears to be a new thorn in the thicket of asbestos litigation

The plaintiffs were told following medical examinations that each
of them IS “gbject to developing the condition known as asbestosis
and as a result thereof will require medical attention for the rest of
their lives," say court documents

Plaintiff attorney Lloyd Robinson cites a recent California case as

Continued on page 61
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Feds may investigate
INA-CG merger plans

By JOHN W. MILLIGAN
and BILL DENSMORE

NEW YORK-The federal government will want to investigate the an-
titrust implications of the largest insurance company merger ever, Busi-

ness Insurance has learned.

While stock analysts and insurance brokers say the $4.3 billion marriage
of property/casualty leader INA Corp. and life/health leader Connecticut
General Corp. is made in heaven, an FTC source says the creation of a new
North American General Corp. "is not something that is going to go right

through the fingers."

One state regulator also worried that federal regulators will use the
pending merger as an excuse to weaken the tradition of state control over
the industry established by the McCarran-Ferguson Act.

year.

In report after report, the 16 leading insurers sur-
veyed bemoaned cutthroat competition, high interest
rates and a dull economy for their lackluster results.

Indeed, a shocking 50% of the 16 property/casualty
insurers analyzed by Basiness Insurance reported a
third-quarter decline in operating income, with a quar-
ter of them falling more than 20% from the third quar-

ter of 1980.

Company

Either the FTC or the Justice Department could investigate the merger.
"The numbers are significant enough that we would investigate and take
more than just a casual look at it," said the source, who asked not to be

icientified.

A lengthy FTC investigation and promise to challenge the planned
merger of two Factory Mutual System companies three years ago killed

that merger (BI, March 5, 1979).

(But the probe begun then of possible antitrust violations arising from

Top Five

Conn. Gen'l (Prop./Liab.)

Crum & Forster (Prop./Liab.)
St. Paul Fire & Marine

Kemper Corp.

cooperation among the four FM companies was finally dropped last sum-

mer.)

North American General would become the sixth-largest insurer in the
nation, with combined 1980 net written premiums of $6.2 billion. It will
trail, in order, Aetna Life & Casualty, Prudential, State Farm, Travelers

and Metropolitan.

INA, with net property/casualty premiums of $2.55 billion and net

Bottom Five

SAFECO

life/health premiums of $779 million, controlled 1.7% of the nation's insur-

1104",

uL.Clli
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Martha Chansky, right, and another staffer examine one of the program's posters.

Continued on page 63

Textile firms learn how

to cut losses

By MARGARET LeROUX

CHAPEL HILL, N.C. A rehabilitation
program in North Carolina is using man-
agement techniques to teach employers
and employees in the textile industry how
to reduce losses from arthritis.

The disease is the industry's leading
cause of lost work days. In 1980, days lost
due to arthritis cost the industry $1 billion
in disability payments and cost employees
$5 billion in lost wages, according to the
Avrthritis Foundation.

Arthritis, the foundation says, afflicts
more than 31 million Americans. People
with arthritis suffer various degrees of
pain, weakness and limited range of mo-
tion in their joints.

"They're the formerly 'good' employees
who suddenly become 'bad' when arthritis
causes their productivity to fall and their
absenteeism to rise,"” said Dr. Kenneth
Mitchell, director. of the Arthritis Rehabil-
itation in Industry program.

One of the goals of the ARI is to reduce
disability costs by educating employers
and employees about arthritis. Other ob-
jectives include identifying an arthritic

from arthritis

condition at the onset-before it prevents
an employee from doing his or her job.

If an employee cannot continue, ARI
would like employers to modify job proce-
dures or retrain arthritic employees for al-
ternative jobs, instead of allowing them to
retire on disability.

Dr. Mitchell heads a team of rehabilita-

tion experts that is working with Burling-
ton Industries on the the nation’'s first
arthritis rehabilitation program.

"It's the first time anyone has applied
the concept of management to a disability
such as arthritis,” Dr. Mitchell said. "We
take a pro-active approach; identifying the
problems before they become a crisis
rather than the reactive methods that
have been traditionally used to handle dis-
abilities."

With the cooperation of Burlington's
corporate medical staff, the ARI program
has reached more than 350 employees in
five textile plants since May. Visits to six
more Burlington plants are scheduled for
later this year and early 1982.

"We've had to market our concept to the
decision makers at each plant,” said

Continued on page 6

By LISA BERGSON

Third-quarter operating income of the major insur-
ers at best stayed the same and in some cases fell, but
insurers appear resigned to a tough market for another

Mission Ins. Group

Continental Corp.

Aetna L&C (commercial)
U.S.F.&G. (Prop./Cas.)
The Travelers (Prop./Cas.)

oustness insurance, Novemver 10,1961 / a

Third-quarter results show more declines

Twelve of the 16 had combined ratios of more than

100%. In addition, the average combined ratio for all

the companies surveyed was 104.3%, a jump from
102.6% in the third quarter of 1980.
(All insurers' combined ratios are expressed by Busi-

'ness Insurance after dividends to policyholders, al-

Op.rating % Change
income from 1980

in millions

$16.5 37.6
$44.3 34
$40.5 25
$13.2 18
$12.2 17
$9.6 -47
$27.3 -35.9
$40.6 -29
$33.1 -28
$20.6 -16

Hospital malpractice

combined

though some insurers release the lower ratio compiled
before dividends to policyholders.)

Already in the spotlight because of its announced
merger with INA Corp., Connecticut General Corp. led
the pack with a 37.6% increase in operating income
over the third quarter of 1980. Its combined ratio for
the third quarter stood at 109.3%, a scant improvement

Continued on page 64

Insurers: Biggest winne,s & losers in third quarter

1981 1980 INnvdment 26 Change

combined income from 1980

ratio ratio in millions

109.3 110.3 $33.8 22.4
99.7 102.9 $60.7 20
102.5 103.5 $56.4 23
103.5 103.9 $18.4 17
100.3 28.5 $9.9 26
110.1 107.3 $70.9 9.1
114.7 104.5 $68.1 30
104.6 95.4 $64.4 24
107.3 105.9 $105.4 18
99.9 98.2 $22.4 15.27

claims,

premiums increase: Survey

By ESTHER FRITZ KUNTZ

Hospitals' professional and general liability
insurance premiums are creeping up again
after declines in 1980, Modern Healthcare's
1981 Risk Management Survey found.

Hospital malpractice claims are on the up-
swing nationwide. In 1980, the number of
claims reported increased 19%, according to
the survey by Modern Healthcare, which,
like Business Insurance, is published by
Crain Communications Inc. The number of
claims settled with payments jumped 28%.
Average settlements were up only 1% in 1980,
reaching $9,772, compared with $9,647 in
1979, the survey showed (see chart, page 43).

But hospitals expect to be less affected by a
malpractice insurance crisis than doctors.

As reported in Business Insurance May 25,
doctors are finding they can still easily get
insurance coverage-unlike the situation in
the mid-1970s when the market for medical
malpractice insurance closed.up-but prices
are soaring.

The New York Insurance Department this
month approved a 21.3% rate increase for the
Medical Liability.Mutual Insurance Co.,
which covers about 18,000 New York doctors
and had requested a 52% increase; it also ap-
proved a 27.8% rate increase for the Medical

Malpractice Insurance Assn., which covers
21,000 doctors and had first requested at
357.8% increase. A 107 % rate increase had
been recommended by an independent actu-
ary hired by the insurance agency.

Rate increases in effect this year range
from 7.5% in Colorado to 20% in California.

Doctors and hospitals are finding that this
second crisis in the cost of medical malprac-
tice insurance is the result partly of steps
taken to mitigate the mid-1970s crisis.

The main example is the move to claims-
made policies for medical malpractice insur-
ance, broadly introduced during the last mal-
practice crisis. About 63% of occupied beds
and 70% of hospitals responding to the Mod-
ern Healthcare survey were covered by
claims-made policies.

Claims-made policies cover malpractice
claims filed in a given year of coverage
rather than all incidents that occur during
that year, as do the traditional occurrence po-
licies.

During the first few years a risk is written
on a claims-made form, many of the reported
claims are actually covered under previous
occurrence form policies, reducing the liabil-
ity of the claims-made insurer. The rate
charged reflects this reduced liability.

Continued on page 42

Average premiums for

hospital

‘el ‘80
Commercial insurance

Claims-made NA $225
Occurrence NA 396

malpractice insurance

Premium per bed

Premium per hospital

7o ‘81 580 T
$291 NA $22,000 $23,793
499 NA 84,404 98,284

Captives sponsored by state hospital associations

Claims-made NA 473

Occurrence $535 608

Captives owned by multihospital systems

Claims-made 457 457
Occurrence 881 619

Souce: Modern Healthcare Survey/October 1981

622 NA 71,623 119,630
S13 $H 61,762 73,776 126,073
714 42,308 45,161 62,292
240 135,035 95,416 109,904
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Legal battles stall federal benefit spree

T ie federal government -as de- mandatory retirement age instead the Air Line Pilots Assn, pilots ap-

layed the tracitional "open season" beneflt beat oi giving the employees a lump- proaching age 60 are required to
that allows more than 9 millien / sum payment, a federal court has take a vacation that matches the
people enrolled in federal -lealth ruled credit accrued in the year of retire-
insurance plans to change Elans at major plans that have sued the and are propcsing smaller ra:e The 8th C..-Cult Court of Appeals ment
the end of each year agency over benefit cuts the agency hike: in St Louis said a collective bar- That provision treats retiring
T ie open season was postfoned has orcered them to make Ci.lrently, an employee who opts gaining agreement that requires pilots the same as other pilots who
by tie Office of Personnel Manage- The continuing uncertainty o: er for tie most popular federal healih pilots at Northwest Airlines to take expect to work for the entire year
mer t, the federal agency that over- the kinds of benefits to be offerf d insurance plan-BC/ES high-op- all their vacation before they reach Older pilots said they were dis-

sees the 126 federal health Slans, forced the delay in the open seas:in, tion famrly co .eraEe-pals a tie mandatory retirement age of 60 criminated against because the ban
because of continuing legal attles which allows federal employees to monthly premium of $61 04, wilh instead of receiving a lump-sum against receving lump-sum pay-

over the plans shop around for plans with bet er the government paying an addi- payment for :hat time does not dis- ments instead of actual vacation
O PM first found itself emtrolled benefits or lower costs tiona- $11.28 per month criminate against the older employ- time doesn't apply to pilots who re-

in controversy this fall when Exec- The delay, though, IS a boon to For ind-vidual high-option eesonthebasis ofage tire before age 60

utive Director Donald Devele or- s€veral maor plans, like Blue BC/BE coverage, the employee Until 1978, retiring Northwest But the court noted that only a

der€d the plars not to offer tenefits Cross/Blue Shield, that are Ex- pays 325 68 per month and rhe gov- pilots were allowed to schedule all handful of Northwest pilots retire

for voluntary abortions pected to announce rate hikes of' ernmen: pays $3) 42 vacation days for dates after their before age 60 The few pilots who
AUS district court judge later between 30% and 50% next year retirement As a result, the pilots retire early do so mainly because of

ruled that Mr Devine had no au- 82/BS could have lost tens of Mandatorv vacation were able t- collect a lump-sum unexpected medical or disciplinary

thonty to order such a cut, 57 plans thousands of subscrioers to other Yy payment to compensate for vaca- problems, the appellate court ruled

are Expected to offer abortic n ben- plans, .ike health ma.ntenance or- An employer can require its em- tion they didn't take in overturning a decision by the

efits next year ganizations, that have been mcre ployees to -ake a certa-n amount of But under Northwest's 1978 col- U S District Court for the District
The OPM also iS battling several SLC cessful in keeping costs down vacation in the year they reach -he lective bargaining agreement with of Minnesota

Court says 1

workers vest

at retiring age
By JERRY GEISEL

WASHINGTON-A worker has

a right to the pension benefit he has
accrued at the time he reaches a

* plan s normal retirement age even
- r if he hasn't met the plan's vesting
requirements, a federal court says

- 19 4-< 5% - In a case involving the rights of

o oo older workers to receive a pension,

=€2%54--i- the U S Tax Court affirmed an In-

ternal Revenue Service ruling that

disqualified a pension plan for fa-

D '- :* vorable tax treatment because the

aae plan required all workers to work
I e hil \/. for 10 years before they could vest

r. » ” e The New York Hotel Trades

Council & Hotel Assn pension

4 ., fund, like most other defined bene-

- fit plans, requires a pension plan

participant to work for 10 years be-

fore he IS entitled to a retirement

.4 4*..$ benefit

o IIn April 1980. the IRS issued its
final adverse determination letter

. - 1= in which the agency refused to rec-
N _ . ogrize the hotel association plan as
a qualified pension plan because
employees who reached the plan's

= 1 =
| - » > r>bb9%974 \ N b 257EA worked 10y eas o aamad A

. R benefit

21_ '_'14:’ i ’ o That violated section 411 (a) of
. the Employee Retirement Income
-= Security Act which requires full
vesting of a participant's accrued
benefit when he reaches the plan's

retirement age, the IRS said
-3-3 ., ) . The plan conceded that ItS 10-
Cts_ ; o year vesting requirement has the
o7 effect of denying the right to a ben-
efit to a participant who reaches
the plan's normal retirement age
with fewer than 10 years of service

3811 {fIEfitRA-31]1. 1.1, e oo bt
. N . y oO. - But the association argued in its
appeal to the tax court that the 10-
A r.a year vesting requirement didn't
. ° Noaea violate section 411 (a) because that
provision only requires that the
benefit to which the participant is
entitled be non-forfeitable when he

5a

- - = [ e 3 -
o .- o~ reaches the normal retirement age
But the tax court refused to acept
,,,,, P, that line of reasoning ERISA re-

- - quired that an employee be 100%
vested in his accrued benefit when
- - - - he reaches the pension plan's nor-
- mal retirement age, the court said
The court did note that Congress
was concerned that "unduly rapid”
vesting requirements would dis-
courage employers from hiring
older workers Congress dealt with
this potential problem by allowing
- T T employers to exclude from their
pension plans workers who are
within five years of the plan's re-
tirement age when they are hired
But the hotel association went
beyond what Congress allowed, ac-
cording to.the court
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Withdrawal liability claims delayed

Contznued from page 2 sters' plan had the r.ght to demand the entire erough :0 make employers drop their battle to
lobby for changes in the multiemployer law claim due $16,7 mill.on have courts declare the Multiemployer
(BI, Oct 5) Tc avoid being hit w:th these enormous pen- Amendments Act of 1981 unconstitutional

In addition, Sen Crrin Hatch, R-Utah, alties, employers hae oeen forced to go to fed- Johnson Motor Lines, for example, in its
chairman of the Senate Labor and Human Re- eral lourt to seek temporary restraining orders bnef filed in U S District Court in Chicago
sources Committee, has introduced legislation barr. ng the plans from taking any punitive ac- challenging the Teamsters' w thdrawal liabil-
that would allow most emp-oyers to withdraw tion intil their claims :re resolved ity claim, contends that the Constitution guar-
from multiemployer plans without having to B> not allowing this punitive action against artees a right to a jury trial before property
pay a share of the per sion plan's unfunded the employers, the ?BGC hopes to keep the can be taken away
benefits (BI, Nov 2) couris out of nuts-anc-bolts disputes such as Other emfloyers say the act's retroactivity

One of the employers' biggest objections to whether multiemployer trustees ised the cor- vi)lates the due process clause that bars Con-
the act is that if they believe a withdrawal lia- rect formula in determining the amount of a gress from imposing severe penalties without
bility claim is inflated and bring the claim to claim against a company warning
an arbitrator for an independent decision, they "It is an ingeniois attempt )y PBGC to President Carter signed the Multiemployer
still are liable for the en:ire amount due if they channel more disputes into artitration and Amendments Act on Sept 26, 1980, but it ap-
fail to make a scheduled in:tallment payment awa, from the federal courts, ' said Peter pl es to all withdrawals from plans after April
during arbitration Turza, a former Se-late aide specializing in 28,1980

"You are presumed guilty until found other- pension law and an attorney with Gibson, The PBGC may have "cut tne string on one
wise," one angry pension attorney said Dunn and Crutcher constitutional issue, but many other issues re-

For example, if Johnson Motor Lines failed "It also cuts down o-i the appearance of un- main," said Frank Cummings, an attorney
to make any one of ItS monthly withdrawal fairness,” he added w:th Marshall, Bratter, Greene, Allison &
liability payments of $280,680 50, the Team- However, this conze:sion probably won't be Ticker

JAMES IS HERE

PARTNERS IN PROTECTING AND MOTIVATING
YOUR GREATEST RESOURCE-YOUR EMPLOYEES.

With employee benehts and and death benefits as well as effectively, we suggest a feasibility
incentive-compensation plans tax-qualified retirement and stucy Please call your nearest
averaging more than 40 Fercent employee-compensation plans Fred S James office or writc to
of payroll many comfanies are In additior, we continually Daniel V Malloy, Director, James
seeking specialized help n monitor the social, economic, Employee Management Services
designing, funding ard adminis- and legal changes In health-care Company, 230 West Monroe
tering their programs and industry O-ganizations Thus, Street, Chicago, IL 60606

James is here to help you we can advise you of the latest
with all these services and more developmen:s In the benefit and
Because this field, which utilizes compensaticn fields and better J a l I I e S
both insurance and self-irsur- serve your changing needs
ance, is so complex, James has To help yo-1 decide how to Fii:’j;’;”f:::gégc
set up a specialized team for manage your benefits aid com- IN RISK MANAGEMENT
all forms of health, disability pensation Dlans more cost- )
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Arthritis

program

Cont:nued from page 3

Martha Chansky, senior rehabilita-
tion counselor, "because the entire
program is voluntary We've edu-
cated plant managers about the ef-
fects of arthritis in industry, then
worked with them to reach em-
ployees "

There are more than 100 differ-
ent arthritis-like conditions but
only two main types of the actual
disease Osteoarthritis iS a localized
disease, afflicting a particular Joint
and rheumatoid arthritis is a sys-
temic disease that attacks the entire
body, causing pain in different
joints at different times

After a brief presentation to em-
ployees on all three shifts at plants
participating in the ARI program,
team members return for a free
screening for arthritis "We tell
employees if they hurt, arrange to
see us," Ms Chansky said

The screenings are done in the
plant by one of the team's two re-
habilitation counselors and take
from 15 to 30 minutes

Of the 350 employees screened so
far, 15% had "some sort of physical
impairment that affected their job
performance," Dr Mitchell said "A
majority of them have soft tissue
problems such as bursitis or ten-
donitis rather than arthritis Find-
ing out they don't have arthritis is a
relief for most employees "

After the initial visit with the re-
habilitation counselor, an employee
who is in pain or whose work per-
formance is affected is seen by the
team's medical personnel a rheu-
matologist, physical therapist and
an occupational therapist

Sessions are held over a period
of time instead of during one
lengthy examination, "not only to
save time off the job for the em-
ployer, but to get a better overview
of the disease," said Dr Mitchell

"Arthritis is a hard disease to un-
derstand," Ms Chansky added "If
you have it, you can't predict what
days you'll feel good and what days
you'll be in pain "

Another key member of the team
is a work evaluator who observes
employees with arthritis while
they work and notes how the dis-
ease affects their performance

Some of the recommendations
the work evaluator made at the
textile plants are simple lowering
stacks of materials to be fed into a
machine so the employee lan't con-
stantly reaching up and straining
an arm and using good body me-
chanics when bending and lifting

The result of the screenings and
recommendations of the work eva-
luator are taken back to plant man-
agers for discussion with the ARI
tearn

"We recently presented 19 cases
of employees with arthritis to plant
supervisors,"” Ms Chansky said,
"and the recommendations we
made were really very simple
things-a minor alteration in a
piece of equipment, for example,
and a few changes in motion for Job
procedures None of them would be
a bid expense to implement "

Any changes recommended by
the ARI team are at the discretion
of plant managers, Dr Mitchell
says

The ARI team expects to be able
to show dollars and cents results
from their program within a year
So far, the cost to Burlington has
been minimal, as the ARI program
is supported by a three-year federal
grant from the Rehabilitation Se-
vices Administration

"We're taking a wait and see atti-
tude," said Dr Donald Hayes, cor-
porate medical director at Burling-
ton Industries "The results of the
program are still in very prelimi-
nary stages, but in general, we're
hoping for a better productivity

rate "
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A SMALL CRACK IN A 1200 PSI STEAM LINE

can take off a man's arm. High-speed turbines have
enough explosive power to level a multi-story building.
Today's larger machines running at high speeds, tempera-
tures and pressures are making industrial accidents more
serious and more costly than ever.

11 As one of North America's largest industrial insurance
companies, Arkwright-Boston knows that even with today's
complex machinery, most losses could be avoided with
proper maintenance and equipment checks. Through the
Factory Mutual System, we provide regular boiler and
machinery inspections. Our engineers can diagnose exces-
sive wear and corrosion of equipment with methods such
as ultrasonics and magnetic particle testing. ARKWRIGHT-
We find these advanced non-destructive BOSTON

exami nation techniques helpful in prevent-
s lose - PP INSURANCE

0011 Is it unusual for an insurance company to A .
be involved with magnetic particle testing? AMOST UNUSUAL
Not for us. We're Arkwright-Boston. A most INSURANGE

unusual insurance company.

*1 ./
584 5 1
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editorial opinions letters

Business Insurance welcomes letters from its readers Please keep youT com-

ments as brtef as possible We reserve the right to edit letters for clanty or space
Please send your comments to Lktters to the Editor, Business Insurance, 740 N

Don't change the blank

WE HOPE THE FULL membership of the monitor the solvency of insurers operating in Health plan Competltlon needed

National Assn of Insurance Commis- their states Why then make it even more dif- To the editor Your editorial on these disadvantages should so
sioners decides insurers should report the ficult for' the regulators to get their hands on the so-called competition health in- alarm you as to cause you to reject
market value as well as the amortized value of what could be vital information about an in- surance proposals (Bl, Oct 26) sur- the idea of competition altogether
their bond portfolios _ . . . prised me greatly And, f!’om a purely economic

P surer whose cash-flow position iS weakening There are only two ways to regu- standpoint, health care certainly

We're disappointed that the NAIC commit- and may be forced to start selling bonds at a late an industry as far as | know appears to be one industry where

tee working to revise the reporting form for loss to cover insured losses') One is F?_Qulation through effective the cost associa_ted wit_h providing
tnil.on, e other IS burgau- ad |t|ona}I'|c otl)ce will be, more
e

. . . . comp
insurers decided to remove the market value The regulators should not buckle under in- cratic regu‘Ta lon Since you ap- than outweig e cost sav-
column from the blank, which even now by dustry pressure on this issue when they con- parently reject the idea of strength- inga which accrue to the employers

tradition doesn't reveal the market value of sider it at their meeting next month ening marketplace competition, thatprovide those choices

) \ ) you must then be supporting bu- All of this would be unnecessary,
insurers' bond holdings . . X .

. . reaucratic regulation as a way to of course, if employers decided to

The only argument against reporting mar- help control costs in the health care pay for health benefits in the same

|} - . . I .
ket value is the information could unduly con- It ‘t b d industry Taking such a position fashion as most other compensa-
cern policvholders Ca n e I n O re would be contrary to most of the tion If an employer decided to pay
P Y editorial opinions published over an employee $100 a month for
Hogwash E LCOHOLISM. the years by Business Insurance health benefits this year, that $100

Everyone knows that the market value of The word rings with a stigma that years You stated that you felt employ- could be adjusted for next year in

. . . . ) . . rs had a strong incentive to cqon- line with the basic compensation

long-term bnds is less than their amortized of medical science proving that it is a disease trol health Costs since tHey were acﬁustmentt at employee receives
value in this period of higher short-term inter- haven't eliminated. paying for most of the costs of these If an employee receives a 10% raise
est rates. And that is causing some concern al- Employers, however, must be among the benefits That would seem logical next year, for example, the contri-

. . . . anortL{nately, f{owev r, that in—gution tow?r%s hﬁalth bemﬁ{tﬁ
ready among regulators and insurance buyers more progressive and recognize that alcohol- centive has not proven to be strong could increase to $110 per mon
who wonder if insurers could be forced in the ism and drug abuse as serious illnesses that is enough to cause many employers to the employers' health insurance

future to start selling these bonds to cover damaging both to their employees and their  d° anything about it ) plan rates increased, the employee
More specifically, while many would be faced with an increase in

their underwriting losses if short-term interest corporate profits employers now offer health care living expense that exceeded his or
rates fall quickly Some employers have made this leap, as As- choices to their employees, a large her raise The employee would ob-

There will be more concern in response to sociate Editor Eileen Norris reports in her  share of those employers pay the viously be interested in encourag-
icheyer, option the ing the employer to provide addi-

. " i . . full cost of wh
mounting underwriting losses if insurance stories on the cost of alcoholism and the corpo- employee se ects, thus eliminating tional choices so that the employee

buyers, stock analysts and most of all regula- rate response to it. price competition altogether might not have to bear this addi-
tors don't know the market value of the bond But they're all too few My support for the pro-competi- tional expense

. i . . . tion legislation comes from the fact In any case, health care expenses
portfolio. One always imagines the worst All employer-sponsored medical plans that it will provide an incentive for would be treated by the ennployer

The regulators should give sophisticated in- should cover the cost of treatment for alcohol employees to select more cost-ef- the same as all of the employee's
surance buyers and financial analysts studying and drug abuse. Don't wait for states to man-  fective programs That incentive other living expenses The em-
the annual statement of an insurer credit for date the coverage, Do it now does not now exist in many groups ployee's compensation is based

i . ge, Offering choices is clearly more upon the company's success and the
being smart enough to consider the market And if you can afford it, establish in-house difficult to administer Addition- employee's contribution toward

value of an insurer's bond holdings in perspec- employee assistance or counseling programs to ~ 2!ly. when offered choices, some that success

tive with other information on its loss and ex- help these employees. A sampling of such pro- wrgﬁﬁ%ﬁé"fglez'rrf' 3783'1% Bve in'a omono t1aat e
pense ratio and cash-flow position The less so- grams is presented in this week's report free society, however, neither of Bloomington, Minn
phisticated are unlikely to even pick up an an- Small employers who can't afford In-house

nual statement of an insurer staff could band together to share a staff spe- Put Opinions where they belong

While a depressed market value of the cialist They should at least have a list of repu- To the editor Normally | find the A reporter certainly is entitled to

bonds will not signal problems for many insur- table community service agencies available to ~ reporting in your publication help- his opinion concerning the effect of
ful, informative and above all, ob- the Hatch bill if enacted

ers, it could. Thus, this |nfor_mat|on is nee_ded employees who need help Jective However, such an opinion would

by insurance regulators and interested policy- An employee with a broken leg is afforded But the item on page 2 of the be more properly expressed on the

holders corporate health benefits and assistance to get Nov 2 issue referring .to the bill editorial page if that opinion re_pre'-

I L ft lain back the iob sponsored by Sen Orrin Hatch to sents the views of the publication's
nsurance commissioners orten complain back on e Jo amend the Multiemployer Pension publisher

they don't have the resources to properly An alcoholic deserves no less Plan Amendments Act of 1980 is a
disappointment Robert H. Keane
| fear the author of this articles- Director of industrial relations

the rattonalizewsweekly of bas

. .
business insurance ® "o e trayed from the path of an objec- o oo Corm

Hospital loss-control plans alive and well

G D CRAIN JR founder (1885-1973)

MRS G D CRAIN JR S R BERNSTEIN RANCE CRAIN To the editor Your article on directly associated with the care of
chairman of the board chairman, executive committee president hospital risk management in the patients
KE,ITH E CRAIN DAVID J CLEARY JR ALFRED MALECKI Perspective SeCtiOn (B|’ Oct 19) is |n COhCUI‘ring Wlth one pornon of
vice chairman executive up-general manager vT-publwher (New York)

not completely accurate as to the the article, our experience has al-
type of loss-control programs avail- ready shown that by analyzing po-

KATHRYN J McINTYRE, 4RM editor (312-649-5286) able to hospitals, especially in New tential exposures and developing
LORRIE GAWLA, managing editor (312-649-5278) LEN STRAZEWSKI, sen= ed:te (312-649-5393) York state defensible practices, it is possible to
JERRY GEISEL, Washington editor RHONDA L RUNDLE, West Coast editor LISA BERGSON, New York bureau chief JAMES M BURCKE, copy editor As a JUA, Medical Malpractive reduce the chances of involvement

DONNA LEIGH YANISH, Agent/Broker Topics, assoctate editor Associates New York-JAMES C LAWSON, JOHN W ILLIGAN Cheag-BILL DENS-

MORE, EILEEN NORRIS, STEPHEN TARNOFF Dallas-STEVE SHERWOOD Ed:tonat/research asmstant CLAUDEITE DAMPIER Washington-RO- Insurance Assn has had a compre- in negligence litigation or at very

BERT COOK (reporter/researcher) MERRILL S SALTZMAN. graphtes editor/product:on manager JOE FARACI, co,pwate art director MILT PRIGGEE, hensive loss-control program for least offer assistance should It
editonat cartoonist MARY CAIRNS, photographer AMY PALMER, DAIL O'HAGAN WILLIS, ed:tonat productwn assutants DOROI'HY PARR SNOWDEN, the past five years cocur
roofreader Correspondents London-STACY SHAPIRO, 25 Bedford Square, London WCIB 3HG (01) 637-7961 San Franctsco-CAROL G BLITZER (415- i FPOR
§26-5429) Couthoa MARGARET LOROUX (919-933-9106) q 1) ( Utilizing health care practition Mary Lou Portney
ers as field consultants and a sys- Director of risk control services
DONALD A WALSH, adverteng director tems approach, our efforts have Medical Malpractice
New York (212-210-0133) been geared towards the control of Insurance Assn
ROBERT L NIESSE, RONNIE | DRACHMAN, identified areas of potential errors New York
Mwiwest sales manager-Chicago (312-649-5276) directorofcommumcatzons(212-210-0132)
Advertinng distnct managers New York-CHARLES A HORVATH, JACK FORREST, TIM(YrHY O'HARA Ch:Cago-DON MAHLMEISTER Ass:stant to H ] H
advertising dtrector Los Angeles-LORI WEINSTEIN, New York--CONNIE MELE Production manager Chmago-FRAN PRYBYLO Promotton/resecrch RISk I I lanagel I Ient Won t beCOI I le rOUtI ne
ass:stant New York-JOYCE BAIDA Secretary to the publtsher New York-ANN VAZQUEZ Secretary to sales department Chtcago-CELIA MALOUHOS
Classfted sales Chicago--BARBARA TOSHEFF To the editor While it is true function frightens me somewhat
computers are playing an impor- As the risk management pro-

Published by Crain Communications Inc, Chicago TODD E FANDELL, Corporate editor ALFRED MALECKI, J J GRAHAM, S E COHEN, LOUIS F DE tant part in the risk management fession becomes increasingly so-

MARCO, WILLIAM STRONG, ROBERT W KRAFT, STEPHEN D GILKENSON, ARTHUR E MERTZ, JOE CAPPO, CHUCK LAUER, ERNIE ZIELASKO, function, | strongly disagree with phisticated, with emphasis on con-

tnce pres:dents, JAMES M. FRANKLIN, up-jinance and admmist,ation, MERRTI.RE P CRAIN, sec-retaly, MARY KAY CRAIN, treamiyer ' . . . . . .
James Mascarella's belief that com- tinuing education in the profession,
puter technology eventually will this reasoning seems paradoxical to

Published weekly at 740 Rush St, Chicago, Ill 60611 (312-649-5200) Offices 220 Easl 42nd St, New York, N' Y 10017 (212-1104100), Suite 515, National Press . . .
transform risk management into a me People must make the deci-
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EXIBLE
1-NANCING.

Now more than ever,

Blue Cross and Blue Shield
Plans can give you health
care coverage the way

you want it. And the way
you want to pay for it.

There is more than one

way to finance your employee
health care coverage. And
Blue Cross and Blue Shield
Plans can offer you flexible
arrangements to meet most
risk management or cash flow
objectives you may have.

Our options range from
fully insured financing -which
many companies continue to

prefer-to administrative
services contracts.

So when you're looking
for flexibility in financing your
health care coverage, call
on us. We can work out

the options.
Write for the new

bookletl "The Best You Can
Do For Your People. And
Your Company." Box 80081
Chicago, lllinois 60680.

This will keep our cash flow
healthy, and our people, too

® Registered Service Marks of the Blue Cross Association
®'Registered Service Marks of the Blue Shield Association

-l Blug Gross®

The Best You Can Do ForYour People. And Your Company.
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we ve made
theworld
safer
Directo
and Officers.

If corporate heads have become more visible these days, we'd like to
think our D&O insurance has helped.

Nobody, but nobody, can match our record in handling claims
against Directors and Officers.
It's not magic.

It's experience. Fifteen years ofit. And in that fifteen years,
American Home/National Union has been faced with and has resolved
almost every problem imaginable.

So ifyou get into a particularly sticky situation, chances are it's

already old hat to us. And if it isn't, nobody has a better chance of com-
ing up with a creative solution.



Another thing. Our underwriters are seasoned professionals, dedi-
cated to this type of insurance. Not part-timers trying to sandwich you .
between other types of coverage.

And nobody can offer our American International Global D&OSM
coverage. Which is important when you consider more and more execu-
tives are finding out they can get sued overseas as well as back home.

All these reasons explain why so many blue chip companies insure
with our companies.

And why so many Directors and Officers feel more secure doing
business with us.

The AIGCompanies.

Let us take the risks.

>For mdrd information<about D&O insurance; contact American IAternational Group. Dept. A, 70 Pine Street, New York, N.Y. 10270, (212) 770-6507 or 770-6504.



CONSTITUTION STATE SERVICE COMPANY

A SUBSIDIARY OF THE TRAVELERS CORPORATION

Asbestos. Coal Dust Chemical devote their full-time
Wastes. Silicon. These are the things to this one area. In our Home Office,
toughest Ialms ases, are made ave a separate staff of offi ing
“The Travelers subsidiary, Consftution Ifin large [65Ses WA Exposures of $2087000"
State Service Company, specializes or more. So you buy our expertise,
in handling these difficult cases without buying our insurance.
for companieds who are Sdej:nsu'l'etd h an d I I ) if you need claim help that goes the
or need senices additional to <23 extra distance in the tough
their insurance coverages. field of cumulative injury cases,
Constitutio.n State Serv.ice Cuml”aIIVO We re Ole expe S Call Bob
Company delivers the entire Greenberg, Vice-President, Constitution
Travelers claim organization to State Service Company, at
help you meet the problem. For (203) 277-3429.
example, we have a centralized I nJ u ry Cases INo job is too tough.
asbestos claim unit where CSSC: insurance services,
over 30 experienced professionals without the insurance

were easM

youwouldn't

Nneedus.

S

THE TRAVELERS

Constitution State Service Company is a wholly-owned subsidiary of The Travelers Corporation, One Tower Square, Hartford. CT 06115.



Cream of benefit communications judged

When Northern States Power Co.
decided to implement a flexible

benefits program for its employees,
it knew that it had a massive com-

munications task ahead of it.

The electric utility, which serves
Minnesota, Wisconsin and North
and South Dakota, began a six-step
program in June 1980 to explain
the new program to its 3,400 em-
ployees. The learning process con-
tinued into 1981, but the plan ap-
parently hit the mark.

Besides getting the word out to
its employees, the program won
Northern States Power Co. the top
award in the total communications
program category of the 1981 Busi-
ness Insurance Employee Benefit
Communications Awards competi-
tion.

Fifteen other companies also
won first-, second- and third-place
awards in the annual competition
that judges how well a company
explains its benefits program to its
employees, but does not rate the
benefits offered.

A panel of 13 judges with back-

lon' 111. PIAN.O:1

grounds in benefits, advertising
and communications selected win-
ners in five categories: total com-
munications programs, booklets,
personalized correspondence, au-
diovisual presentations and special
projects.

Developed with consultant
Hewitt Associates of Lincolnshire,
lll., the Northern States Power pro-
gram included a series of newslet-
ters sent every two weeks to em-
ployees in an effort to present the
new material in an easy-to-read,
piecemeal format, according to
Tom Grass, flexible benefits ad-
ministrator.

Employees also received sum-
mary books of the compiled news-
letters and attended meetings
where they received personalized
workbooks that detailed informa-
tion including prices and benefits
available. They also saw a slide
presentation.

Following the employee's elec-
tion of benefits, a statement con-
firming his choices and a summary
plan description were distributed.

SAIDMON' 1380'11IERS

Mr. Grass said the company re-
ceived many compliments from
employees on the way the new pro-
gram was communicated. The
judges of the Bl contest agreed,
calling the program "a marvelous
way to explain a difficult subject.”
They said the communications pro-
gram was "well-organized and
lively; very people-oriented-audi-
ence was not talked down to; ap-
proached on a realistic level."

The second-place winner in the
total communications category was
Heublein Inc. in Farmington,
Conn. Its communications man-
ager, Patrice English, worked with
Hewitt Associates to design the
program.

Two companies tied for third
place: Chemplex Co. of Rolling
Meadows, lll., and E.l. Du Pont de
Nemours & Co. of Wilmington, Del.
Vp William L. Reeve was in charge
of the program at Chemplex and
worked with consultants Meidinger
Inc. At Du Pont, benefit consultant
Richard M. Morris headed the pro-
gram with the assistance of Hewitt

Booklets

1 . Salomon Brothers

New York, N.Y.

2. st. Joe Minerals Corp.

New York, N.Y.

Associates.

Booklets

Late in 1980, New York-based
Salomon Brothers perceived the
need for a new booklet on em-
ployee benefits to replace one that
was out-of-date.

"It was a good (benefits) program,”
said Jane P. Metzroth, manager of
benefits and compensation. "But we
needed to update and communicate it
in a more attractive manner."

The result was a distinctive-

looking loose-leaf booklet that cap-

tured first place in the booklet cate- .

gory of the Bl contest. It was devel-
oped with Hewitt Associates.

More than six months on the
drawing board, the booklet was un-
veiled June 15 to the more than
2,500 employees worldwide.

Created in a fashion to match the
conservative nature of investment
banking, the loose-leaf binder,
which will be updated periodically,
explains how the company's total
benefits program works.

"It's been very successful," Ms.

Metzroth says, noting that it has
considerably reduced the number
of basic questions about employee
benefits.

The judges praised the Salomon
Brothers booklet for the way it
suited its "sophisticated, educated”
audience. They called it "an excel-
lent presentation with substance-
elegant and impressive."

The second-place winner in the
booklet category is St. Joe Minerals
Corp. in New York. Vp John W.
Hanselman was in charge of the
project with consultants William M.
Mercer Inc. assisting.

The third-place winner is First
Bank System Inc. in Minneapolis.

Merle Flaata was in charge. Hewitt
was the consultant.

Audiovisual

"You just kept paying the bills,

and we just kept having the kids."
That's how just one employee of
Holly Farms Poultry Industries
Inc. in Wilkesboro, N.C., character-
ized company benefits in the audio-
Continued on next page

i -1
2= --[:rk--’] - 3. First Bank System Inc.
Lameors Minneapolis, Minn.
112 S -
Deniyese oot innaonm Audio.
o -7 Salomon Brothers ViSual
1.
Holly Farms
Poultry
H exas 7 .
Personalized Intornaias " W..I,;du:tr.esN .
4--—- Benefits i likesboro, N.C.
Correspondence lvadi, - Report ,
1 . Texas international Airlines _ 2. _
- Houston, Texas m,:'er BIIeWIr\}s'
lHwaukee, IS.
2. The Northern Trust Co.  Looking
Chicago, 111. Retirement 3.
. . Bank of America
3. Aerospatiale Helicopter Corp. San Francisco,
Grand Prairie, Texas Calif.
T 1 t t: N
'C 3 Special Total Jt# 404
. — 1—-—F Projects Program

T 12 B EAEOGS b ury .,

=z -

. -1. Citibank

New York, N.Y.

. «F.49

Northern States Power

Minneapolis, Minn.

2. Hammermill

Y ' 4a4 3.

- X, 53&«

Citibank

Berol Corp.;
Ccorr .

Paper Co.; Erie, Pa.

Heublein Inc.

2.

Farmington, Conn.

Chemplex Co.
Rolling Meadows, 111.

Northern States Power

DuPont & Co.

Wilmington, Del.



14 / business insurance, November 16, 1981

Continued from preceding page
visual presentation that won first
place in that Bl contest category.

The father speaking on the tape
was a 20-year employee and one of
11 workers from the company's
nine regional plants in Virginia,
North Carolina and Texas that
gave personal testimonials in the
presentation.

All told stories of how a different
aspect of the company's beneift
program applied to them. Their
testimonies were combined into the
audiovisual presentation and
shown to the company's 10,000 em-
ployees.

The idea for the presentation
came from discussions with em-
ployees.

The company began working on
the project in November 1980 and
completed it on March 1. It was
created with consultant William M.
Mercer, which did much of the
technical work on the project in-
cluding photography and rec-

ording, said A. Gerald Lankford,
company personnel director.

"By using the endorsements, the
audiences became more aware of
the family angle, communicating
the true value of the package," said
the judges. "Very human and real-
istic, excellent visuals," they added.

The second-place winner in the
audiovisual program category was
Miller Brewing Co. in Milwaukee.
Miller's corporate benefits reports
and communications analyst is
Jean Dart, who worked with
Hewitt Associates on the program.

Third place went to Bank of
America in San Francisco. The se-

nior communications officer is Pa-

tricia Haddock. The consultant on

the project was Emcom Group.

Personalized Correspondence

Texas International Airlines had
a "damn good benefit program,”
according to Sammye Hope, super-
visor of pension and program ad-
ministration, but most employees

Four firms to sponsor college

NEW YORK-TwoO insurance
companies, an insurance auditing
and inspecting firm and a bank
have announced they will sponsor
The College of Insurance.

The insurance companies that
have pledged to sponsor the college
are California Mutual Insurance Co.
of Monterey, Calif., and Puritan In-
surance Co. of Stamford, Conn.

In addition, Atwell Vogel & Ster-
ling in Atlanta, an insurance audit-
ing and inspection firm, and Impe-

rial Bank in Los Angeles have
agreed to sponsor the insurance
college.

College sponsors are given access
to the college’s library, the most
comprehensive insurance library
in the world. Employees of spon-
son also can participate in certain
college programs at reduced cost.

More than 370 insurers, agencies,
brokerages and other organizations

are sponsors of the college, based in
MFTdeae~ v v <> k< _ -

didh't perceive it. "They didn't
know what they had."

To remedy this, the airline,
wh:ch has more than 3.500 employ-
ees came up with a personalized
benefit report that won first place
in tne Business Insurance contest.

Working with A.S. Hansen Inc.,
which helped calculate the benefits
anc prepare the individualized
statements, the reports are distri-
buted to employees each June.

This year was the second time
the company had distributed the
personalized brochure.

The statements have made em-
plorees much more aware of their
benefits and generated more in-
quiries. "We never had anything
this explicit which told us on an in-
div.ual basis what our benefits
are.' Ms. Hope said.

"Clear, direct and readable" is
how the contest judges described
the orochure."The graphics tie into

the total company image,"” they
added.

Tne Northern Trust Co. in Chi-
cago won second place. Shirley
MclLane, second vp, was responsi-

ble for the project. A.S. Hansen was
the consultant.

Third place went to Aerospatiale
Helicopter Corp. in Grand Prairie,
Texas. Zona Stauffacher, in charge
of company employee services, and

consultant William M. Mercer Inc.

worked on the project.
Special Projects

Citibank won first place in the
special projects category for a pro-
gram designed to show staff mem-
bers that they could better manage

their health. It explained how they

can do it and reduce the costs for

both therr.selves and the corpora-
tion.

"It was one of those 'everyone
wins' situations:" said Alan Tureti,
assistant vp in charge of the
project.

A great deal of research, plan-
ning and testing went into the pro-
gram, which was developed by the
company from April 1979 to De-
cember 1980.

Included in the project was a
three-ring binder on "Managing
Your Health"” that was sent to ad-
ministrators who would implement
the program.

It contained monthly articles by
the zompany medical director, in-
depth brochures and listings of spe-
cial health events like clinics on hy-
pertension and smoking cessation.

Films and video cassettes were
also made available, along with a
16-page brochure called "Looking
Good," which details how best to
use walking, running, swimming
and bicycling to improve fitness.

The program was introduced
worldwide last July and will ulti-
mately affect the company's more
than 50,000 employees.

"This excellent communications
program utilizes a variety of media
each to its best advantage to
achieve the admirable corporate
goal of better health for all employ-
ees," said the judges.

"This material is educational.
highly entertaining and shows an
appreciation of fine-quality crea-
tive and production techniques,”
they added

Second-place winner was Ham-
mermill Paper Co. of Erie, Pa. Vp
Dan A. Moss was in charge and
Meidinger aas the constltant.
Third place went to Berol Corp. in
Danbu:y, Conn. Benefits manager
is Julia Hicks. Hewitt was the con-
sultant

This year's contest, whidh was
the ninth sponsored by Business In-
surance, attiatted 159 entries from
129 companies. This included 27
entries in the booklet category; 34
in audiovisual; 45 in personalized
correspondence; 36 in special
projects; and 17 in total communi-
cations.

Twenty consultant firms were
represented Consultants advised
on 126 of the programs entered by
companies. Thirty-three of the en-
tries were prepared totally in-
house by the companies.

Entries were judged according to
objectives, persuasion, organiza-
tion, communication, content, tone,
packaging, motivation and adapt-
ability.

In addition, each entrant had to
include a supplemental statement
that explained the objective of the
project, description of the audience,
method of distribution and feed-
back from employees or effects of
the program The judges used this
information to decide if the partic-
ular project would do what the
benefits manager was hoping to
achieve__

Next year's competition-the
10th-will be held in the spring.
Entry forms and rules are available
from Ronnie Drachman, director of
communications, at 212-210-0132. .

A brand new insurance management company: 11*
Not your ordinary everyday insurance company; mind
you. But a solid insurance institution born of the St. Paul Fire

and Marine to handle large or unusual risks.
What'd we name it? Atwater MEMillian Inc.

You still have St Paul Surplus | jnes for large or unusual
property risks. Buenow it's part of Atwater MEMillian.

S{*,4.
f:'7 :3*/5.".1.



13 judges graded contest entries

Judges for the Business Insur-
ance Employee Benefit Communi-
cations Awards competition in-
cluded corporate benefit, commu-
nications and personnel
professionals and advertising
agency personnel. The 13-member
panel evaluated the entries and se-
lected winners in five categories.

The judges were:

* Marianne Birch, benefit com-
munication and compliance man-
ager for MeGraw-Hill Inc. in New
York. She is responsible for the
management of all employee bene-
fit communication and compliance
projects. She was formerly public
relations director for the Foreign
Credit Insurance Assn. and a com-
munication specialist at Mutual
Life Insurance Co. of New York.

« Constance A. D'Agosta, em-
ployee benefits manager for Puri-
tan Fashions Corp. in New York.
She has full responsibility for Puri-
tan's employee benefit programs,
including pension, life, health, dis-
ability and dental plans. Before
joining Puritan, Ms. D'Agosta pre-
pared communications materials
for Patriot Life Insurance Co. of
New York, now American General
Life Insurance Co.

* Ronald M. Foster Jr., manager
of human resources communica-

tions and second vp of the Chase
Manhattan Bank in New York. Be-
fore joining Chase Manhattan, he
was manager of employee commu-
nications for Merrill Lynch.

* Kenneth A. Klein, vp/account
supervisor for Geer Dubois, a New
York advertising agency. He has
responsibility for the INA Corp. ac-
count. He was formerly an account
supervisor at Trout & Rees.

« Sid Osofsky, assistant trea-
surer for Grand Union Co. in EIm-
wood Park, N.J. He is responsibile
for insurance and employee benefit
programs for the entire chain of
stores. He was formerly director of
insurance for Sun Chemical Co. in
New York.

* Ernest J. Reach, group insur-
ance manager for U.S. Industries
Inc. in Stamford, Conn. He is pri-
marily responsible for planning
and directing the functions of the
corporate group benefits depart-
ment at USI. He formerly worked
for Prudential Insurance Co., CNA
and American Mutual Insurance
CoO.

* Lois A. Rowe, benefits special-
ist in planning, design and commu-
nication at Supermarkets General
Corp. in Cranford N.J. She was
formerly employed at Blue Cross &
Blue Shield Plans in Washington,
D.C.

* Frances M. Scott, personnel
manager at Crain Communications
Inc. in Chicago. She was formerly
with the personnel department at
Moser Lumber Inc. in Naperville,
Ill., and taught philosophy at Maria
College and LeMoyne College, both
in New York state.

* Alfred Sileo, communications

can look to AtwaterM

Have a dgar And call 612/221-7066 for

consultant in the group marketing
services department at Metropoli-
tan Life Insurance Co. in New
York. He has worked for Union
Labor Life Insurance Co., USLife
Insurance Co., Guardian Life and
Mutual of New York.

« Cathleen B. Stewart, vp and
management supervisor at Della
Femina, Travisano & Partners ad-
vertising agency in New York. She
is responsible for the Connecticut
General and Chemical Bank ac-
counts. She formerly worked for
C.T. Clyne Co. in New York as a vp
and account supervisor.

* Denis P. Stone, manager of
personnel research and informa-
tion at Richardson-Vicks Inc. in
Wilton, Conn. He is responsible for
communication of employee bene-
fits and compensation. He formerly
worked for Equitable Life Assur-
ance Society.

« William van Es, account exec-
utive at Needam, Harper & Steers
in New York. HO is the account ex-
ecutive for American International
Group account. He was formerly
employed by Smith Greenland,
Olivetti and Communications Di-
versified Advertising in Montreal.

- Janis K. Wilson, director of
marketing services at Pension &
Investment Age in New York. She
is responsible for advertising sales
and editorial promotion, research
and publicity. She was formerly
promotion manager at Advertising
Age in New York. m
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Insurance professionals
Nneedthis

Every two weeks WORLD INSURANCE REPORT, from London's
Financial Times, IEirevides up-to-date information no other source can match.

WORLD INSURANCE REPORT is the international newsletter for
insurance professionals. k monitors companies ofall sizes, and covers the entire
spectrum ofinsurance and reinsurance, intermediaries agencies, pools and captives,
service and management companies. ) L

R brings you reports on new and developing markets state participation

and intervention, special risks and liabilities, and legal changes affecting business
nationally and internationally. It gives you first reports ofimportant losses, claims
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o There is nothing to take its place!

SAVE1096 I:1'Si:;1-447::-22*Zi.
two issues |LES, and to SAVE 10% on your first year's subscription. (If you
are not satisfied, iust ask for refund or write'cancel' on your invoice.)

=6 Complete the coupon now and return 11 today. Your copy comes to you

airipeeded.
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To: WORLD INSURANCE REPORT,
Laurence Allen, Financial Times, 75 Rockefeller Plaza, New York NY 10019

Please enier my subscription tor one year ma 10'; saving. on,he
understanding that 1 may cancel atter two iSSues Lr full refund. or a, any time
ihereater Ibr retitnd on all undelir-erect issues.

0 Enclosed is mv check for $495.* 0 Please bill me.

Name
Addre<s

City State Zip

Price includes airspee,:led postage. Checks should be made payabkto Business Informmion (WIR). B

AAA

complete details.
Atwater McMillian Inc, 445 Minnesota Street, Suite 900, St. Paul MN 55101.

Atwater McMillian Inc.
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Southern states back longshore reform

By JERRY GEISEL

WASHINGTON—The Southern
Legislative Conference, a council
of 15 state governments, has en-
dorsed legislation that would cut
benefits and reduce the scope of the
costly and zontroversial federal
Longshoremen’s and Harbor
Workers' Compensation Act.

Labeling the act a “threat to the
stability of every boat builder and
shipyard in the country,” the con-

( washington

o

ference has backed H.R. 25, intro-
duced by Rep. John Erlenborn, R-
11, which would place a 3% cap on
annual benefit increases. Cur-
rently, benefits are boosted every
October to match the increase in
the national average weekly wage.

Rep. Erlenborn’s bill also would

limit jurisdiction of the act to the

‘point of rest,” the spot where the
cargo comes off a ship and is ut on
the grcund. Such a provision would
cverturn recent court decis:ons
that heve extended longshorz cov-
erage to workers employsc in
cockside warehouses.

The act has “strayed so far afield
of its original purpose that ncw

coverage might be extended as far

as downtown Houston,” Rep. Er-
lerborn said.
Similar _agislation, 5. 1182,

wtich was introduced in the Sen-
atz by Sen. Don Nickles, R-Okla.,
cleared the Senate Labor subcom-
mi:tee late last month and is now
pending before the fall Labor and
Human Resources Committee (BI,
Nov. 2).

Mo action has been taken on Rep.
Erlenoorn’s longshore bill.

SOUTHERN
MARINE &
'‘AVIATION

UNDERWRITERS,

INC.

% “New Orleans - 610 Foydras St., 70130

[504) 524-4131 -
Mlan:a

Telex: D58-275 - 058-7440
10 Corporate Square, 30329 - (404] 324-1660

Houston = 7Q¥ﬁWOodwav Suite 220, 77063 - (743) 7844605

l:!SAh

&8 #3200 Wilshire Bhd., 20010 - (213) 385-8436
’na 05 - 5200 S. Yale St., 74135 -

(918) 496-0111

Migrant workers

A U.S. district court judge has or-
dered the Occupational Safety and
Health Administration to make a
“good faith” effort to write a regu-
lation in the next 18 months that
would require portable toilets,
drinkable water and handwashing
facilities in the fields for the na-
tion’s migrant farm workers.

Judge June Green said OSHA's
actions to develop field sanitation
rules for 5 million migrant workers
“have been and continue to be irra-
tional and taken in bad faith.
OSHA's timetables belong in Alice
in Wonderland'’s tales: Each step
forward brings two steps back-
ward.”

OSHA contends that it needs an-
other five years to set a field sani-
tation standard, even though it has
been studying the issue since 1973.

But Judge Green questioned why
OSHA needs so much time to de-
termine if unsanitary field condi-
tions cause disease “when the ques-
tion has been answered for over a
hundred years.”

An OSHA spokesman said the
agency was disappointed in Judge
Green’s ruling, “which failed to
recognize the necessity of OSHA's
timetable. . .as a reasonable and
good-faith schedule in light of
other agency priorities and re-
source limitations.”

OSHA is now deciding whether
to appeal the ruling.

PBGC premiums

The Pension Benefit Guaranty
Corp. still hasn’t decided whether it
will ask Congress for authority to
raise termination insurance premi-
ums for employers with pension
plans.

Robert Nagle, the PBGC’s execu-
tive director, says a decision on
whether to seek an increase will
depend on whether Congress ap-
proves pending legislation that
would make employers fully liable
for their pension promises.

That legislation, H.R. 4300, pro-
posed by Rep. John Erlenborn, R-
111, would require employers that
terminate their pension plans to
fund all of its unfunded vested
benefits over a 15-year period.

Currently, if an employer termi-
nates its pension plan, the PBGC
can only collect up to 30% of the
company’s net worth to pay for
benefits that were promised to par-
ticipants, but not funded.

If employers’ responsibilities to
pay for pension benefits were in-
creased, as Rep. Erlenborn pro-
poses, PBGC exposures to paying
unfunded benefits would be re-
duced. This would decrease the
need for a premium increase.

Termination insurance premi-
ums for single employer plans were
last increased in Jan. 1978 when
the premium was hiked to an an-
nual rate of $2.60 per plan partici-
pant, up from $1 per participant. =

British fire losses
down so far in 1981

LONDON—Fire damage at Brit-
ish businesses cost about 26.2 mil-
lion pounds during September, the
British Insurance Assn. says.

The most expensive fire loss was
at a Yorkshire shopping complex
with 1.75 million pounds of dam-
age.

Eleven other blazes incurred
more than 250,000 pounds in dam-
age, and 85 fires cost businesses
more than 50,000 pounds apiece.

Total fire property losses, not in-
cluding consequential loss, lost pro-
duction or lost business, total 257.5
million pounds through nine
months of 1981, down from 387.3
million pounds during the same pe-
riod in 1980. +
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Insurance companies need liability Insurance as
much as any company. And in many cases, more
than most.

That's because todafs modern insurer is a
multi-faceted financial concern with multiple liabihty
exposures. And who is more sensitive to potential

i liability problems than a professional insurer? This is

1 why Shand, Morahan has introduced a total package

' of liability protection, including fidelity, specifically
designed to meet the whole range of needs of insur-
ance firms and their executives.

The package combines D&0 and E&O liability,

- ERISA and Mutual Fund liability, and Fidelity Bond
h "? coverage, all in a single policy. This concept elimi-
| nates overlap between separate carriers, allows one
»*%li44 to deal witha single, knowledgeable source, and can
result m a lower overall premium.
And, Shand, Morahan has just increased its

limits on this package to $25 million for each liability .*.....

-.- coverage part and $25 million for the Fidelity Bond aL ---

coverage. The program can be written on a 3-year 11111,

policy term basis if desired, and is available to insur-4.W : + .y

ance companies, large, medium or small. o
For more information, contact the innovative -. i

IfF™ «&™

liability experts at Shand, Morahan. F.7-ll-1r.

Shand, Morahan .Ele/MI
-e= & Company, Inc. O-7*

One American Plaza, Evanston IL 60201 f, <*9*,

312/866-2800, Telex 72-4328
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S5 NAIlI meeting

Small turnout, fewer deals
are signs of soft market

Photo: Kathryn J. Mcintyre
Those at the NAIl meeting could gather at the swimming pool and make deals in a tropical setting.

By KATHRYN J. McINTYRE

HONOLULU-There will be
more trips, telexes and telephone
calls to negotiate next year's rein-
surance contracts than in previous
yvears.

Attendance at the annual meet-
ing of the National Assn. of Inde-
pendent Insurers Nov. 2-4 declined
this year to 1,500, including 600
spouses.

Some 2,300, and fewer spouses,
showed up last year.

The long trip to Hawaii kept
away the large contingent of Lon-
don brokers who normally attend
the annual NAIl meeting. Besides

ORIGINATORS:
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death claims.
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there are organizations imitating The Structured Settlements

Company.
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principals of The Structured Settlements Company: Allan White,
Frank Barker and Jerry Sullivan. They are assisted by a uniquely
skilled and talented staff of insurance and financial management
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package to assure that you are using the best
system (and the original system) for resolv-
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not wanting to spend a day trav-
eling, many a London broker, with
more and more North American
business lost to lower-pricing U.S.
companies, couldn't afford a trip
that offered few prospects.

But even the American rein-
surers, while represented, turned
out in smaller numbers than usual,
and there were fewer U.S. brokers
registered or even touring the lob-
bies and hallways to meet prospects
and set the stage for new business
deals.

"A trip to Hawaii doesn't look
good in this market," one reinsurer
explained.

The tropic vacation atmosphere
and warm sunny days also lured
conference participants to the pool,
beaches and golf courses and away
from the restaurants and lobbies
where they usually gather in the
afternoons to meet business con-
tacts.

Even those who wanted to make
contacts found it difficult to mill
around the lobby of the Sheraton
Waikiki, which is designed to move
people in and out and not to accom-
modate small groups looking for a
private place to sit and discuss busi-

Nevertheless, some deals were
struck in the privacy of hospitality
suites, at poolside or at the outdoor
cafes.

Prices are still falling, report
those who conducted business. One
reinsurer generalized that rates for
1982 are off about 15% from 1981,
but others reported both larger and
smaller rate cuts, depending upon
the type of risk.

No one reported signs of major
pricing changes in the reinsurance
business, which would signal a
change in primary insurance

o r i« e = _

Mostly, they shook their heads

-

over continuing high interest rates

that keep almost eVeryone under-
writing insurance to a losing com-
bined ratio.

"Where is this going?" they
asked in dismay.

And they worried about the
Keene asbestos decision, which
allows a policyholder with claims
for long-latent injuries caused by
its product to claim coverage under
policies issued from the time of ex-

posure through the time of man

festation.

Reinsurers, especially, wonder
how many times they could get hit
with claims, if they reinsured com-
panies that had issued policies dur-
ing exposure and other companies
that had issued policies during
manifestation,

Even the formal program of
the meeting was short on insurance
discussion except for one morning
session.

Instead, panelists discussed inter-
national developments and their
impact on the U.S. economy
(mostly bad) and regulatory trends
in the 19805 (mostly good if you
favor less regulation).

The insurers and reinsurers in
attendance, however, took some
solace in the remarks of E.E. Swof-
ford, president of Aloha Airlines,
who described how airline deregu-
lation and the resulting competi-
tion has fueled airline price wars,
driving down the cost of a ticket
between Oahu and Maui to $10.95
from $51.

Insurers and reinsurers aren't
the only ones who are cutting
prices, they realized as they headed
for the beaches, pools and golf
courses to enjoy Hawaii even if
they could not enjoy the business
Thyhi= Yy e=ar _ -
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Insurers are deluded by results: Analyst

HONOLULU-The better-than- increase in investment income and traditional all-encompassing un- natural disaster to swamp insurers in |nterest rates
expected results of insurance com- a 7% decline in operating earnings, derwriting wipeout this time," he with huge losses and force an in- me cracks in the reinsur-
panies this year are creating delu- and a 108.5% combined ratio in 1982 said Some companies may lose crease in rates, Mr Picoult predicts ance markets becoming fissures
sions of profitability and are pro- with a 10% increase in investment more than others because of their the market will change as a result - Problems festeTing in some
longing the cheap insurance mar- income and a 2% decline in earn- mix of business or underwriting in- of a comblnatlon of factors- medical malpractice mutuals and

ket, an'analyst says.

Although premium growth is flat
and combined ratios are increasing,
the results aren't bad enough to

aykeonreoltincrease rates, said

heimer & Co. in New York Com-
e rci=al rFrate s —
especially are
staying low, he

“Thsurers had -

better "wake up -N

going to have
any companies 1 -
to manage,"” he
said

As it is, Mr Mr. Picoult
Picoult told the
members of the National Assn. of
Independent Insurers, half of the
property/casualty insurance com-
panies today won't be around in 10
years, they will have been acquired
by larger insurers

“In primary and reinsurance, the
big will get bigger and the small
will disappear," he predicted

Mr Picoult's predictions for the
industry this year include a 1075%
combined ratio, higher than the
third-quarter results would suggest

Frewiyad-gvned reeorvegs, e

NAIl attracts
'senior captives'

The National Assn. of Inde-
pendent Insurers represents 509
member insurers with an an-
nual premium volume of $24
billion, heavily personal lines

Some members, however, are
increasing their underwriting in
commercial lines like workers
compensation

The association also has at-
tracted the senior captives in-
surance companies originally
formed to underwrite only the
risks of affiliated companies but
that have developed into com-
mercial insurers

Those captives underwriting
insurance in the United States
must subscribe to a statistic-
gathering organization, and the
innovative companies that un-
derwrite specialized programs
for major American corpora-
tions don't really need the rate-
filing services of the other in-
surance company associations
Since they file their rates indi-
vidually, the independent insur-
ance association was their best
choice.

Among the "senior captives"
who are members of NAIIl are
Ideal Mutual Insurance Co and
Midland Insurance Co

Republic Steel's Kingsley In-
ternational Ltd, a Bermuda-
based company slated for ex-
panded underwriting, is a mem-
ber, as is Belk Stores Insurance
Reciprocal, the captive of Belk
stores

The NAII's leadership will
change in 1982 with the retire-
ment of President Arthur C
Mertz. Lowell R Beck, who has
been executive vp of the asso-
ciation since July 1980, assumes
the presidency Jan. 1.

The association's insurance
industry officers for the 1981-
1982 term Include Sol Tversky,

director of insurance services at
Automobile Club Inter-Insur-
ance Exchange in St Louis,
chairman, and Perry D Inhofe
Jr, chairman and president of
Mid-Continent Casualty Co. in
Tulsa, Okla, vice chairman

ings eptitude, he said « A drying-up of cash-flow con- state joint underwriting associa-
There will not, however, be "the While others are waiting for a comitant with a precipitous decline tions.
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THE EMERGING GUARDIAN - Third largest privately owned insurance brokerage
and risk services firm in the U S

ACHIevEMenT IS THE MEASURE OF
Oon€'S PERFORMANCE

Financial Guardian's rise to its present position testifies to that performance
During our growth we have assembled an outstanding team of professionals
to assist commercial clients in managing their risks
We provide a broad spectrum of risk services

FIRANCIAL GUARDIAN

Corporate Headquarters 3100 Broadway « Kansas City, MO 64111 « Phone 816/561-8630 Telex 424148
OFFICES IN PRINCIPAL CITIES



Decade after decade
the cost of America’s

When catastrophic loss strikes, North American Re has that financial strength. Together w th our parent company Swiss Re,

we've been helping pay the cost of majcr catastrophic losses since the beginning of this century,

you need to know that your ]
reinsurer has the finoncial In that time, we've built one of the strorgest, most profess onzl reinsurance companies in
the world.

he storm.
strength fo weather the storm At Ncrth American Re, our Treaty cezartment has client -elationships that stretch back for
decades. Our Facultative department is szaf“ed with solid, experierced underwriters.
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And our support services, including Claims, Actuarial, Financial and Risk Engineering,

make us a complete reinsurance resource.

Vle run our business in a careful and prudent way, designed to ensure proper reserves when
loss events occur, yet remain fully competitive with other responsible reinsurers.

For nearly 100 years, that philosophy has protected you. And us.

NORTH AMERICAN REINSURANCE CORPORATION 245 FARKAVENUE NEW YORK, NEW YORK 10167 TEL-EPHONE 212-949-6200
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Regulators may examine captives, self-insurers

By KATHRYN J. McINTYRE

HONOLULU-State insurance
commissioners must re-evaluate
their hands-off regulatory ap-
proach to the alternative risk-
funding mechanisms like selS-in-
surance and captive insurers, says
the president of the National Assn.

of Insurance Commissioners.

Not only are the self-insurance
and captive insurance plans vir-
tually unregulated for solvency,
they also operate at an ur.fair ad-

vantage against licensed insurers,
said William H.L. Woodyard lll,
NAIC president and Arkansas in-
surance commissioner.

Although not ready to specify
what kind of regulations states
might make for companies self-
funding or using captives, Mr.
Woodyard maintains that long-
range planning requires that insur-
ance commissioners "evaluate what
we are doing to the industry and
what is happening to non-tradi-
tional risk-sharing mechanisms."

Tnis first public call for consider-
ation of new domestic regulations
over captives, most of which oper-
ate offshore, and self-insurance
plans, which are unregulated ex-
cept for satisfying workers com-
pensation laws, was made in a
speech at the National Assn. of In-
dependent Insurers meeting Nov.
2-4

Noting the growth of self-insur-
an 2e and captives, Mr. Woodyard
asked, "What should be our inter-

action with them? Shoild we have

- 64,4 #r*

Burt ar,6 Seheld is a fess,or;al team of faculiative '
. underwriters offering years of world-wide experience n

, in the reinsfrance industry. Burt and Scheld, a member

of Ormond Reinsurance Group, can handle all your
facultative needs - dollar for dollar - with the best service
in the industry!

For more information, call us today, TOLL FREE at US
800/874-4840 or in FL 800/342-5621

BURT AND SCHELD

Post Office Box 2574/Ormond Beach, Florida 32074
TELEX 56-509/Answer Back BURTSHELD ORBH

A Member of the ORMOND REINSURANCE GROUP

GLOBAL
SPECIAL

RISKS, IN .

(504] 838-8611 /Telex 587452

Lee M. Stentz, sident

Edward W Cooke,

Executive Vice-President
Michael Garin, Vice-President
Richard E. Seghers, Vice-President

433 Metairie Road, Suite 203, Metairie, LA 70005
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regulatory authority? | don't know
the answer.”

He did assert that "we don't want
the regulatory imbalance that
drives premium from insurers who
are subject to regulation and partic-
ipation in guaranty funds.

*'The alternatives for correcting
this are either less regulation of the
standard markets or increased reg-
ulation of self-insurers and cap-
tives.”

He said he hasn't decided which
approach to support.

Mr. Woodyard is concerned
about the financial solvency of self-
insurance and captive plans and
the possible backlash against insur-
ance regulators if a company didn't
pay its losses.

"Which government agency will
be called on the carpet?" he asked.
"We don't have the jurisdiction, but
that's not an acceptable answer."
Therefore, insurance commission-
ers must consider added regulation,
he said.

Other insurance commissioners
share his concern, he said.

Mr. Woodyard also took issue
with the Risk Retention Act, which
the NAIC opposed but stopped lob-
bying against when it decided the
act would pass.

Relieving state insurance depart-
ments of regulation over the self-
insurance pools invites federal reg-
ulation, he indicated.

There should be a guaranty fund
for these pools, he later said, dis-
agreeing with proponents of the act
who say that the pooling option
makes more money available to
pay losses than is available when
companies sim-
ply don't pur-
chase any insur-

ance.hecausgt is 4
unavailable. ’

"l don't be- 3 7 -«4
lieve that's
true,"” he said.

Regarding
commercial in-
surance, Mr. Mr. Woodyard
Woodyard said
that insurance commissioners,
under tight budgets, are most con-
cerned with the solvency of insur-
ers. Their concern is broadening
beyond primary insurers to encom-
pass reinsurers, he noted (BI, Nov.
2).

"We don't effectively regulate
reinsurance,”" he said. "We need to
know who is writing what and wiill
they be around to pay?" -

Federal government may quit
insurance business: Official

HONOLULU-The federal gov-
ernment wants out of the insurance
business.

The administrator-designate of
the Federal Insurance Administra-
tion, who is awaiting congressional
confirmation, plans to raise rates to
eliminate federal subsidies of in-
surance programs so commercial
insurers can compete for the busi-
ness and eventually take it over.

And, he wants to overhaul the
federal flood insurance program in
hopes of selling it off to the com-
mercial insurance industry.

Jeffrey S. Bragg cautioned in a
speech to the National Assn. of In-
dependent Insurers, however, that
his goals are his own until he is
confirmed.

The three federal insurance pro-
grams-crime, riot and flood-gen-
erate about $500 million annually
in premiums and federal subsidies
to pay losses.

The largest is the flood insurance
program, which needs to be over-
hauled to operate as an insurance
company that would be an attrac-
tive acquisition for the industry, he
said.

Although commercial insurers
don't write flood insurance now,
the entire federal program, with 2
million policies, has enough spread

of risk to make it attractive, he
maintained.

About 13% of the policies issued
under the flood insurance program
are issued to business.

"l don't know if we will be able
to turn it over to industry, but my
goal is to make it actuarially
sound,"” Mr. Bragg said.

The riot insurance program has
already increased rates to about 25
cents per $100 from two cents per
$100 to become solvent and to be in
line with commercial rates, Mr.
Bragg noted.

The rate hike

decreased de-
mand for the
coverage from 4
300 companies
who had said

they needed it to /
just 23 that pur-

HEpE to ‘€limi- 11

gram," Mr. Bragg

said.

Mr. Bragg

The crime insurance program,
with 65% of its policyholders in
New York and other large metro-
politan areas, is also ripe for elimi-
nation, he said, because commercial
insurers could underwrite the busi-

ness.

Preventive health study funded

PRINCETON, N.J.-A leading
philantropic foundation has joined
with an insurance industry group
to finance a study of the effective-
ness of preventive health proce-

dures.

The Robert Wood Johnson
Foundation of Princeton has
granted $400,000 to Lifecycle Pre-
ventive Health Services, a three-
year program originally funded by
several of the nation's life and
health insurers through INSURE, a
non-profit organization.

The study is intended to develop
and test a series of preventive
health procedures, based on a "life-
cycle" or age-grouping approach,
that can be applied efficiently and
economically by practicing physi-

cians.

The Lifecycle project will an-
nounce next month the selection of

six study sites where research will
be conducted.

The experiment seeks to moti-
vate people to improve their health
by dieting, exercising, cutting
down on smoking and controlling
the use of alcohol and drugs. It also
will study whether insurance com-
panies and employers should in-
clude preventive health services in
employee benefit plans.

The study works on the basis that
specific professional services are
appropriate for the maintenance of
good health at different stages in
life. Other medical tests and ser-
vices may be wasteful depending
upon the patient's age and sex,
some doctors believe.

To prove this point, the Lifecycle
project has defined a different
package of preventive procedures
for each of 10 age groups.

The program also emphasizes
counseling and education about the
lifestyle and health-related behav-
ior of the patient. m
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L CRAVENS, DARGAN & COMPANY

1/4 PACIFIC COAST

MARKETS FOR:

AVIATION, SPECIAL RISKS PROPERTY, LUMBER,
EXCESS & SURPLUS, OIL, OCEAN MARINE

HOME OFFICE

350 CALIFORNIA STREET. SUITE 1600
SAN FRANCISCO, CA 94104
(415) 622-7700 SEATTLE
Peoples Nat'l Bank Bldg, Suite 810
(206) 223-9383
SPOKANE
Washington Trust Building, Suite 1020
W. 717 Sprague Street
(509) 838-4450
PORTLAND
200 Market Building, Suite 750
(503) 295-2537

BRANCH OFFICES
SAN FRANCISCO
555 California Street, Suite 2940
(415) 622-7600
LOS ANGELES
3580 Wilshire Blvd., 14th Fir.
(213) 739-0555

NEW YORK
90 William Street
(212) 344-5912
ATLANTA
211 Perimeter Center Parkway, Suite 550
(404) 393-0640

CHICAGO
101 N. Wacker Dr, Suite 1300
(312) 853-3110

HONOLULU
1510 Pioneer Plaza
(808) 521 -5031

f datebook

NOV. 23-25. The A-Z of Captive Insurance
Companies seminar in Brussels, Belgium, spon-
sored by Management Centre Europe of Brussels.
W.F. Sennett, Director, European Risk Manage-
ment Ltd., E.R.M. House, 31/33 Monument Hill,
Weybridge, Surrey, KT13 8RS, England.

NOV. 23-25. Effective Risk Management course
in London, sponsored by the Risk Research Group
Ltd., approximately $537, plus $80.55 value-added
tax. Course Coordinator, Risk Research Group
Ltd., Bridge House, 181 Queen Victoria St., Lon-
don EC4V 4DD, England.

DEC. 24. Second National Arson Legislative
conference in Dallas, sponsored by the National
Legislative Conference on Arson; $85. Nancy R.
Tidwell, National Legislative Conference on
Arson, Box 09604, Columbus, Ohio 43209; 614-235-
1922

DEC. 34. Management of Guarding Opera-
tions seminar in Arlington, Va., sponsored by the
American Society for Industrial Security. ASIS
members, $220; non-members, $285. ASIS Educa-
tion & Seminar Programs Department, Suite 651,
2000 K. St. N.W., Washington, D.C. 20[06; 202-331-

7887

DEC. 34. Nuclear Litigation program in New
York City, sponsored by the Practising Law Insti-

AULOAM*fED i
COMQOLIDATED ',
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-Grimsley, are you telling me we now have

fewer employees in our savings plan
than we do on our softball team™?”

Don't look now, but your company's savings plan is
about to be picked off from a most unlikely direction-

the new tax-cut law.

This laudable legislation could have an unintended
side effect.

Beginning January 1, millions of workers who
participate in pension, profit-sharing, or savings plans
will be able to get $2,000 annual tax breaks for
voluntary contributions to company plans or to their
own IRAs.

This means employees may think it's smart to drop
out of savings plans. Particularly when every insurance
agent, bank, and mutual fund in the country starts
pushing IRAs with very competitive rates of return.

But it doesn't have to be this way. We can help you
redesign your savings plan to make it more attractive
and competitive. And cut through the complexity of the
new law to explain to employees why it's smarter to
stay with an improved savings plan than open an IRA.

We're Buck Consultants, one of the nation's oldest

and largest benefit consulting firms. Write us on
company letterhead for information about our
comprehensive savings plan services-plan design,
communication, and advanced computerized

administration.

We can help keep your savings plan as popular as

your softball team.

BUG

CONSULTANTS

Buck Consultants, Inc,
Two Pennsylvania Plaza
New York, New York 10001

Offices in: Atlanta - Chicago - Dallas - Pittsburgh
San Francisco - Washingtcn D.C. - Toronto

tute; $285. Practising Law Institute, Depart-
ment ULC, 810 Seventh Ave., New York,
N.Y. 10019; 212-765-5700.

DEC. 3-5. Alternative Captive Domiciles
conference in Hollywood, Fla., sponsored
by Risk Planning Group 1nc.; $550, $475 for
each additional registrant fromm same com-
pany. Nicki Briskin, Director of Confer-
ences, Risk Planning Group Inc., 722 Post
Road, Darien, Conn. 06820; 203-655-9791

DEC. 4-9.27th Annual Educational
IFEBP conference in Acapulco, Mexico,
sponsored by the International Foundation
of Employee Benefit Plans, $360. IFEBP,
18700 W. Bluemound Road, Box 69, Brook-
field, Wis. 53005; 414-786-6700

DEC. 8-9. Safety Management-A Beha-
vioral Approach course in Tucson, Ariz.,
sponsored by Don Petersen, management
consultant, $275. Don Petersen, 9236 E.
Walnut Tree Drive, Tucson, Ariz. 85715.

DEC. 840. General Liability Insurance
conference, sponsored by the International
Risk Mangement Institute; $450, which in-
cludes set of general liability manuals, or
$295 if manuals have been purchased. In-
ternational Risk Management Institute,
Suite 208, Building 1V, 10300 N. Central Ex-
pressway, Dallas, Texas 75231.

DEC. 9. Insurance Perspectives 1981
symposium in Dallas/Ft. Worth, sponsored
by Peat, Marwick, Mitchell & Co.; free.
Keith Tucker or Paul Zucconi, Peat, Mar-
wick, Mitchell & Co. Suite 1500, 2001 Bryan
Tower, Dallas, Texas 75201; 214-747-8911.

DEC 9-10. Mine Accident Liability in Ar-
lington, Va., sponsored by The Energy Bu-
reau Inc.; $50. Also Jan. 1849 in Las Vegas.
Robert W. Nash, Executive Director, The
Energy Bureau Inc., 41 E. 42nd St., New
York, N.Y. 10017; 212-687-3177

DEC. 1041. Interest Rate Risk Manage
ment seminar in New York, sponsored by
New York University's School of Continu-
ing Education; $655, plus $95 registration
fee. Registrar, 14th Floor, University Con-
ference Center, 360 Lexington Ave., New
York, N.Y. 10017; 212-953-9022

DEC. 1+16.1981 EDP Conference in Hol

lywood, Fla., sponsored by the Interna-
tional Foundation of Employee Benefit
Plans; members, $360; non-members, $435.
IFEBP, 18700 W. Bluemound Road, Box 69,
Brookfield, Wis. 53005; 414-786-6700

DEC. 14-16. Product Liability of Manu- 1

facturers program in New York, sporisored
by the Practising Law Institute; $325. Also
Jan. 21-23 in Los Angeles. Practising Law
Institute, 810 Seventh Ave., New York,
N.Y. 10019; 212-765-5700

JAN. 7-8. Products Liability, Defense
Techniques and Trial Tactics seminar in
Houston, sponsored by the Defense Re-
search Institute Inc.; members, $210; non-
members, $235. Tony Karpowitz, Public
Relations, Defense Research Institute, 1100
W. Wells St., Milwaukee, Wis. 53233.

JAN. 15. Risk Management Information
Systems seminar in Denver, sponsored by
the Public Risk & Insurance Management
Assn. and Warren, MeVeigh & Griffin;
PRIMA members, $95; non-members, $170.
C.C. (Bud) Griffin, President, Warren,
MeVeigh & Griffin Inc., 1420 Bristol St. N.,
Newport Beach, Calif. 92660; 714-752-1058.

JAN. 18-20. Physical Security workshop
in Orlando, Fla., sponsored by the Ameri-
can Society for Industrial Security., mem-
bers, $295; non-members, $375. ASIS, Edu-
cation and Seminar Programs Department,
Suite 651, 2000 K St. N.W., Washington,
D.C. 20006; 202-331-7887.

JAN. 19-21. Financial Analysts for Risk
Management Decisions seminar in Dallas,
sponsored Cozzolino Associates Inc.; $685.
Cozzolino Associates Inc., 12 Chippenham
Drive, West Berlin, N.J. 08091

JAN. 25-28. Industrial Safety Awareness
course in Los Angeles, sponsored by the
University of Southern California; $525.
University of Southern California, Institute
of Safety and Systems Management, Office
of Extension and In-Service Programs, Los
Angeles, Calif. 90007; 213-743-6523.

JAN. 25-28. National Insurance & Pro
tection Conference of Financial Institu
tions in New Orleans, sponsored by the
American Bankers Asan.; financial institu-
tion employees, $375; non-financial institu-
tion employees, $475. Shelly Davis, Pro-
gram Coordinator, American Bankers
Assn., 1120 Connecticut Ave, N.W., Wash- f

ington, D.C. 20036; 202-467-4048.

FEB. 8-9. Practical Law and the Security
Manager program in Arlington, Va., spon-
sored by the American Society for Indus-
trial Security; ASIS members, $240; non-
members, $325. ASIS, Education for Se- 1
minar Programs Department, 2000 K St. t
N.W., Suite 651, Washilnlgton, D.C. 20006.

AR g

sponsored by the {Jniversity of Southern

California; $415. Office of Extension and 1
In-service Programs, Institute of Safety and t
Systems Management, University of South- 1,

ern California, Los Angeles, Calif. 90007.
FEB. 1749. Product Safety Management f
course in Washington, D.C., sponsored byfj

Technology Management Inc., $590. Ri-
chard White, George Washington Univer- L
sity, Continuing Engineering Education,
Washington, D.C. 20052; 202-676-6106. |

a4
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Public agencies' E&O problems studied

WASHINGTON-Among
public agencies in Michigan,
colleges and universities ap-
pear to be the most prone to
suits or claims alleging mis-
takes in daily operating deci-
sions, a survey by the Wyatt
Co. shows.

Some 32% of the colleges
and universities surveyed re-
ported they were hit with an

errors or omissions claim from
1976 through 1980, according
to the survey. In contrast, only
6% of the school districts, 12%
of cities and townships and
29% of counties reported .han-

, dling a claim.

i The median claim sought in
such cases was $400,000, ac-
cording to the consulting and
actuarial firm.

The 193 respondents to the
survey were among 888 Michi-
gan public entities mailed
questionnaires by The Wyatt
Co. in the first of six surveys
aimed at gathering informa-
tion about the growing impact

, of public liability suits. Besides
colleges and unversities, re-
spondents included counties,

, cities or townships and school
districts. The survey was con-
ducted between May and Au-
gust.

"Michigan was chosen (for
the first survey) because it has

, had one of the highest inci-
dence of multimillion-dollar
liability awards in the coun-
try," according to the survey
by Kenneth E. Beres, a risk

. management consultant in the
firm's Detroit office.

"

Wyatt says insurance cover-
: age for errors and omissions li-
ability exposures is an unset-
tled area for public - entities. It
. says it plans a composite report
' on all six surveys when they
, are completed.

"As distinct from other
, forms of liability which gen-
erally involve direct bodily in-
jury or property damage
through negligence or malice,
the errors and omissions expo-
sure involves potential suits
' arising out of controversial as-
pects of daily operating deci-

sions," the firm's survey says.
Respondents to the Michi-
gan survey reported that 41%
of claims filed resulted from
the dismissal of employees and
another 18% resulted from hir-

; ing employees.

"This leads to the conclusion
that if your organization pur-
chases public officials liability

. or school board errors and

, omissions, avoid policies hav-

Insurance college
to offer courses

for actuary exams

NEW YORK-A program of
courses to prepare individuals
for the May 1982 actuarial ex-
aminations will be offered by
The College of Insurance start-
ing the week of Jan. 11 and

continuing until the examina-
tions are held.

The courses will cover ma-
terial for parts 1, 2,3 and 4 of
the examinations of both the
Society of Actuaries and the
Casualty Actuary Society, and
part 6 of the Casualty Actuary

- Society examination only.

The course for part 4 also
covers material for the basic
examination of the Joint
Board for the Enrollment of
Actuaries.

For the times and costs of
the courses, contact The Col-
lege of Insurance, 123 William
St., New York, N.Y. 10038;
21=2-962—<+1 1 1. =

ing hiring and firing exclu-
sions," the survey advises. "Most
basic policies we have reviewed do
not contain this exclusion, but some
do, mostly by endorsement.”

Failure to provide service, at 8%,
was the next most frequent claim
after hiring and firing complaints,
the survey found. Employee disei-
plinary actions, failure to follow le-
gally mandated procedures and
treatment of suspects or prisoners
each were involved in about 6% of
claims.

Minor categories included pur-
chase of goods or services, quality
of service and sale of land.

One claim was reported in each
of seven other categories, described
in the survey as administration of
grants, antitrust, transportation,
denial of diploma, reverse discrimi-
nation, Title VIl discrimination and

zoning or rezoning.

The survey also found that:

* Respondents were faced with
23 claims that involved outside
legal expenses with a median legal
cost per claim of $3,587. The largest
legal bill for an individual claim
was $78,700. Two other claims were
reported with defense costs of
$50,000 or greater. No comparable
figures for in-house legal work
were provided.

- Smaller public agencies
tended to be more likely to pur-
chase errors and omission insur-
ance with the most prevalent liabil-
ity limit being $1 million.

= For counties, median premi-
ums paid were a low of $4,772 for
$1 million in coverage with a $7,500
deductible for agencies with fewer
than 250 employees to $11,187 for
$1 million in coverage with a $1,000

deductible for agencies wi:h more
than 1,000 workers.

« For cities, the lowest premium
reported was $1,300 for $30,000 of
coverage with a deductible of
$2,500 for a city with 250 or fewer
employees. On the high end, one
city with more than 1,000 employ-
ees reported paying $52,00) for $1
million in coverage with a deduct-
ible of $15,000.

< For colleges or universities,
the lowest premium reported was
$675 for a $1 million policy with a
$2,500 deductible for an institution
with 250 or fewer employees. The
highest premium for similar cover-
age was $2,226 and the median was
$1,361.

For higher education institutions
with more than 1,000 workers, the
premiums for a $5 million policy
with a median $6,667 deductible

jumped to a median of $16,668 with
the highest premium reported at
$39,000.

= For school districts with fewer
than 250 employees, those with a
$500,000 policy with a $250 deduct-
ible did best on premiums. The me-
dian premium of six districts re-
porting was $652, the highest $704
and the lowest $379. The highest
premium reported by any school
district was $6,200 for a $3 million
policy with a $5,000 deductible co-
vering a district with more than
1,000 employees.

More than 85% of the survey par-
ticipants identified their errors and
omissions Insurer.

Of the 193 respondents, 40 were
covered by The St. Paul, 35 by In-
ternational Surplus Lines and 35 by

CNA. Eleven had insurance with

Great American Surplus Lines. .

Isyourlocalgovernmentcoverage

sizedto fitthese kinds

$1.1 million-
student paralyzed
while playing football
with faulty headgear.

Court records are

packed with exam-

ples of massive

suits against local <)
governments and /, |

huge awards from YJA

juries in amounts

that often far exceed a public
entity's insurance coverage.

The PENCo Excess Program
is specially designed to protect
local governments from such
disastrous events. Available
from an A-rated carrier licensed
in a1150 states, the PENCo Ex-
cess Program supplements your

existing coverage in the areas

of general liability, auto, errors
and omissions and law en-

forcemeni.

lic.utl

$2.3 million-
man paralyzed
in diving pool
accident.

This important extra cover-
age is available to counties,
cities, school districts and pub-

lties.and.can be written =

Ask yourself "what if?" And

by police.

of suits?

$10.4 million-

man paralyzed
when beaten

insurance agent con-

aw a4 HA4 tact us. For Eastern

Zones: Dan Lee,
CPCU, PENCo East,
RO. Box 1280,

Nashville, TN 37202,
615-361-4065 For Mountain and

Pacific Time Zones: Joel Ganze,

PENCo WEST, 3580 Fifth

if you're notsure what the an-
swer is, have your independent

Avenue, San Diego, CA 92103,
714-297-6825.
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7 r



opuml Jodno JaN SNUJIB Uaqgf



take

We know. We know. Things are rough.

But what if we told you that just one man
can straighten things out?

Hard to believe, but he's no ordinary man.
He's the Continental Soldier. The one be-
hind Continental Risk Services. In fact, he's
behind each and every part of The Continen-
tal Corporation.

The Continental Soldier will not only help
take the weight off your shoulders, he'll take

41
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onanewemployee.

it off your desktop. By providing you with
complete access to all the insurance-related
services you need to manage your company's
risks; efficiently and profitably.

Now there's someone to relieve your bur-
den. Someone who knows all about risk
management consulting-including feasibility
studies, captive insurance companies and
self-insured programs. And someone who
can offer you a host of services, like claims

and recovery, technical/loss control, com-
puter, financial and educational.
So, if things are getting out of hand, take
on a helping hand. The Continental Soldier.
He may look like just a man, but he's 6
really an army.

For more information, please write: 3/
MFE.SCharles Ruoff, Pres., Continentaili

, 80 Maiden Lane,
New York, NY 10038. | EEGIB - © Tcc 1963

Continental Risk Services.a facility of 7lhe Continental Corporation



32 / business insurance, November 16, 1981

Lawsuit may help increase health costs

By CAROL G. BLITZER

SACRAMENTO, Calif.-Hospi-
tals may opt to conduct tests that
are only marginally necessary and
thus increase the cost of inpatient
care because of a recent California
medical malpractice lawsuit.

The University of California-
Davis Medical Center in Sacra-
mento paid a $900,000 out-of-court
settlement to a woman who
claimed she should have been of-
fered a test to see if the fetus she
was carrying suffered from Down's
syndrome.

Plaintiff Marie Aragon was not
offered the procedure, called am-
niocentesis, and subsequently gave
birth to a child with Down's syn-
drome. She later testified she
would have consented to the test if
she had known about it.

The case, Aragon vs. the Regents
of the University of California, was
in court for 30 days before the re-
gents settled, still denying liability
but agreeing to pay, explains Fred
Schwartz, an attorney for the med-

ical center.

The UC-Davis Medical Center
participates in the California Hos-
pital Assn. insurance program, a
risk-sharing reciprocal, along with
400 other hospitals. The first
$125,000 layer of liability insurance
is written by Truck Insurance Ex-
change and managed by Farmers
Insurance Group. The next $1 mil-
lion layer is insured through
Lloyd's of London, reports Woody
Anderson, risk manager for the
University of California.

The California Hospital Assn. is
the world's largest hospital risk re-
ciprocal, says David Odell, presi-
dent of the CHA's Insurance Ser-
vices Corp. The broker for the pro-
gram is Gerald Sullivan & Associ-
ates in Los Angeles.

"Because of the increase in the
total cost of care, there are tremen-
dous pressures upon us not to give
tests, not to give care, not to pro-
vide procedures in marginal cases,"
says CHA President Paul Ward.
"At the same time, the other
pressure is on us to provide every
bit of testing and due care that
seems merited because if we don't,
we're going to get sued.

"The dilemma is, do you provide
treatment and care in marginal sit-
uations or don't you? Our conclu-
sion was that you provide it be-
cause not to provide it almost al-
ways means you're going to get
sued," he says.

"If we're going to err on any-
thing, it would probably be on
doing the procedure and offering
everything that's available," agrees
Keith Walling, a CHA staff attor-
ney.

Ms. Aragon was 36 years old
when she became pregnant in 1978
At that time, the hospital's prenatal

Insurance college
holds registration

NEW YORK-The College of In-
surance will hold spring semester
registration on Dec. 7 and 15 and
Jan. 5,6 and 7.

The December registation hours
will be noon to 1 p.m. and 4 to 5
p-m. Registration in January will
be held 11:30 a.m. to 2 p.m. and 4.30
to 6 p.m. Registration will be held
on the college campus, 123 William
St. in New York.

The college also will accept regis-
tration by mail until Dec. 1.

The college offers degree pro-

grams at the associate, bachelor and
master's levels. It also offers certifi-

cates in 10 areas and conducts re'-
view courses for professional desig
nation programs.

For more information contact
the Registrar's Office, The College
of Insurance, 123 William St., New
York, N.v. 10038. -

care standards were changing, Mr.
Schwartz explains. Amniocentesis
was then routinely offered to
women 40 and older, but the hospi-
tal genetics department was push-
ing to lower the age to 35.

Mr. Schwartz points out that only
20% of the women in California
who were eligible for the test took
it in 1978 (and only about 25% this
year). but that it was only offered

rur yuur-retrisurance neeas, calf on 1 homaS A.
Greene & Company at the location nearest you.

to half of those eligible that year.
Some women choose not to un-
dergo amniocentesis because reti-
gious or philosophical reasons
would forbid them to proceed with
an abortion, he says.

The test itself offers some risk,
both to mother and child, explains
Mr. Schwartz. The probability of
having a Down's syndrome ba,y
increases from one in 350 at age 35

to one in 100 a-. age 40 and one in 50
to .0 by age 45. About one in 200
fet,-ses are harmed by the test pro-

When the risk of giving b.rth to a
baty wi:h Down's syndrome is
more than tne risk to the fetus that
accompanies the test, then amnio-
eentesis is worthwhile, he says.
There is still some controversy
about just what the risks are to

AL

which the test exposes a mother
and baby, he explains, but there's
Iless risk than there was in 1978.
Now, the medical center not only
questions if it should offer the
costly procedure to patients receiv-
ing state Medi-Cal benefits, but also
if it has the facilities to offer abor-
tion procedures and subsequent
care if required, Mr. Ward
e=><polairm s o -

To Equitable, ever, claim 8 a person with a probiem who needs help in a hurry.

, ctiutiit lierce Decause insurers be-
lieve the best opportunities for fu-
ture growth lie in the small-busi-

ness market as more large employ-
ers self-fund their health care
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= "Product Liability Guide
for Manufacturers,"” a 20-page
publication written by manufactur-
ers and attorneys, is available from
the Hand Tools Institute. It is tai-
lored to meet the needs of manu-
facturers and employees responsi-
ble for handling product liability
lawsuits from the initial claim no-
tice to the final settlement. The
publication provides hints on how
to avoid unnecessary settlements in

laymen's language. A $5 value, the
publication is available for $3.
Write Hand Tools Institute, 707
Westchester Ave., White Plains,
N.Y. 10604. Payment must accom-
pany the order.

- The 1980 "Public Employee
Conference Proceedings Book"
was recently published by the In-

ternational Foundation of Em-

ployee Benefit Plans. The 114-page

paperbound book includes the re-
marks of seven speakers at the one-
day conference. Topics included in
the book are "A Legislator's Per-
ception of Public Funds,"”
"PERISA, FASB and Other Poten-
tial Regulations and Their Impact
on Collective Bargaining" "Pen-
sion Plan Design and Funding
Issues,” "What You Should Know
About Perforrmance Measure-
ment, .. Supplemental Benefit
Plans-Alternatives,” "Manage-
ment Selection” and "Fiduciary
Responsibility Considerations for
Public Employee Plans and Com-
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Mmunications.” The cost of the book
for foundation members is $6, or $5
for five or more copies. The cost to
non-members is $10, or $9 for five
or more copies. Contact Interna-
tional Foundation of Employee
Benefit Plans, Box 69, Brookfield,
Wis. 53305; 414-786-6700.

= The "1981-82 CEBS Catalog
of Information”™ about the Certi-
fied Employee Benefits Specialist
program is also available from the
IFEBP. The 24-page catalog con-
tains details about the 10 college-
level courses that make up the cer-

We built abettersystem foryou-

EQUI-CLAIMS

At Equitable, we believe
that group insurance

is only as good as
individual claim service.

Outstanding claim service is a
proud tradition at Equitable. Fast,
accurate service thats responsive
to people's needs.

And now we're equipped to
continue that tradition in grand
style-with the help of a
remarkable new nationwide
computer network.

We call it Equi-Claims. And it's
simply the most advanced system

there is for processing group
insurance claims.

Here's how it works.

The Equitable

Real-Time Network

Equitable staffs each of its
Divisional Benefits Offices with
trained, professional claims
approvers. In each Equi-Claims
office, these approvers work at

video terminals linked to central
computers. Equi-Claims is an
on-line, real-time system that
provides us with complete

up-to-the-minute information
with a touch of a button.

A Built-In Fact File

The Equi-Claims computer
system contains all the
information the approver needs to
make a claim payment decision.
For example-

-Is this employee covered for
that claim?

-Up to how much?

-With what deductibles?

-What are reasonable and

customary charges in the
doctor's area?

It's all there in front of the

approver, making payment
decisions easier and faster.
Calculations are then performed
automatically, saving time and
assuring greater accuracy and
consistency than was ever before
possible.

And the check is in the mail

the next day.

The First is Still
the First

Equi-Claims is not the kind of
system that springs into being
full-tledged, overnight,
everywhere.

We dedicated ourselves to

building the most sophisticated
system of its kind-and then
refining it, improving it,
expanding its capability. Result:
Equi-Claims is operating
beautifully in every region of che
u.s.

Equitable wrote the first group
insurance policy in the U.S., back
in 1911. Now, seven decades later,
we're still the first in the industry
with innovative services to group
policyholders.

If ever there was a time to take a
look at the innovators at
Equitable, it's now. We were never
more ready to help.

11nUITABL E/1IW here Gr_gu aIln/§tf1fra_nce

s an Indivi air

THE EQUITABLE LIFE ASSURANCE SOCIETY OF THE UNITED STATES
1285 Avenue of the Americas, New York, New York 10019

tification program, which is co-
sponsored by the foundation and
the Wharton School of the Univer-
sity of Pennsylvania. The catalog
lists spring semester dates, dates of
examinations and filing deadlines.
Al list of the universities and col-
leges offering CEBS classes is also
included, along with general regis-
tration and examination informa-
tion. The catalog is free. Write
CEBS Department, International
Foundation of Employee Benefit
Plans, Box 69, Brookfield, Wis.
53005; 414-786-6700.

- The KAIROS Co., a product
safety and liability prevention
company, has published a free ca-
pabilities brochure. Write The
KAIROS Co.,10480 Pacifica Drive,
Suite D, Cupertino, Calif. 95014.

- The 1982 Risk Manager's
Survival Kit, including a 1982 risk
management calendar, four risk
management loss-prevention cards,
two recent issues of Smart's Insur-
ance Bulletin and "Surviving a
Hotel Fire" stickers, are available
free from Darrell Heppner, Smart's
Insurance Bulletin, 1120 E. 14th St.,
Suite F, San Leandro, Calif. 94577.

< The results of a testing pro-
gram conducted in a full-scale
mock-up of a municipal solid waste
shredder are available from the So-
ciety of Fire Protection Engineers.
The program was conducted to as-
sess the impact of dangerous ma-
terials that enter shredders, often a
step in resource recovery, incinera-
tion or landfill operations. Full de-
tails on the test progam-including
the shredder structure, test proce-
dures and instrumentation, explo-
sion test results and comparisons
with existing design gudielines-
are given in "Explosion Venting
Test Program for Municipal
Solid Waste Shredders" (TR 81-9),
written by Dr. Robert G. Zalosh
and John P. Coll of Factory Mutual
Research Corp. The report costs
$3.75. For a copy write Society of
Fire Protection Engineers, 60 Bat-
terymarch St., Boston, Mass. 02110.

- "Workers' Compensation:
Perspective for the Eighties" is
the subject of a 1981 monograph
published recently by the Society
of Chartered Property & Casualty
Underwriters. The 133-page publi-
cation contains 10 articles on differ-
ent phases of workers compensa-
tion insurance and is designed to
help agents, brokers, risk manag-
ers, underwriters, claims personnel
and students keep current in the
field. The authors are nationally
known workers compensation ex-
perts. Of special note is a 28-page
article by Dr. George L. Head,
director of risk management and
loss control education at the
American Institute for Property &
Liability Underwriters. He outlines
the responsibilities of the risk man-
ager in controlling workers com-
pensation exposures. Other articles
cover Florida's wage-loss law, in-
creasing benefit trends, under-
writing and a state-by-state analy-
sis of recent legislative changes.
The cost is $24.50 per copy in the
United States and Canada (Penn-
sylvania residents add 6% sales tax),
and $29.50 per copy in all other
countries. To order the publication,
specify the workers compensation
monograph and write The Society
of CPCU, Kahler Hall, Providence
Road, Malvern, Pa. 19355. Payment
must accompany the order.

Have a new report, booklet or promo-
tional brochure you'd like to send to
buyers of insurance? Business Insur-
ance will describe your material as an
editorial service in the weekly Info for
Buyers coZumn. SimpQ send us a
short description of the material to be
offered, along with a cost and a mail-
ing address. Address alt contributions
to Info for Buyers, Business Insur-

ance, 740 N. Rush St., Chicago, 1ZZ.
60611.



Photographed at Concannon Winery, Livermore Valley, California ,

That's why they protect their winery with business insurance from The Hartford.

If you own or operate a business, you know how winery And it's all in one convenient package that
important it is to your world. You probably also can grow as your business does.
understand the importance of protecting it. If your business means the world to you, contact
That's why The Hartford offers a broad range of an independent agent who represents
flexible insurance plans that can be custom-tailored The Hartford and
to fit the needs of almost any business. ask for a quote.
For example, The Hartford's C6mprehensive Business You'll find out the
17 Policy can provide all the coverages most best way to BUSINESS
ISurone AGENT', businesses need, even one as-unique as a protect your world. HOME
AUTO
LIFE

Let us protect your world . m+e HarTFORD

The Hartford insurance Group, Hartiord, Connecticut 06115.



By Thomas R. Bond

THE NATIONAL SOHNELON, 1094 of

employees at companies it surveyed were
alcoholics.

If the lower end of that range, 6%, is
applied to a current U.S. working

population of approximately 85 million,
then more than 5 million men and women

in the workforce suffer from alcoholism.

The economic impact of alcoholism on
members of the business community is
very substantial. It has been reported that
at least 10% of the employees in the United
States are operating at substandard levels
of efficiency due to alcoholism. Studies
have disclosed that alcoholics are absent
from work 16 times more frequently than
non-alcoholics.

In dollars-and-cents terms, it has been
estimated that heavy drinking costs
American industry $15 billion a year. The
National Council on Alcoholism calculates
that each problem drinker costs an
employer an average of $3,000 a year in
sick pay, accidents, loss production and,
especially in the case of executives, bad
judgment.

Employers might be surprised to learn
that intoxication, generally speaking, does
not bar injured employees from receiving
workers compensation benefits even
though they became intoxicated in clear
violation of the employer's rules.

Further, it is significant to note that an
employer might not be allowed to assert
the affirmative defense of employee
intoxication if the employer in any way
helped cause the intoxication of the
employee.

For example, courts have held that
when an employer permits a Christmas
party to take place on his premises and
pays for the drinks, he cannot assert
immunity from workers compensation
liability on the basis that the employee was
intoxicated at the time he sustained
accidental injuries or death.

Many experts in the field of alcoholism
treatment have pointed out that it is a
disease for which, interestingly enough,
the patient does not want to be treated. It
was only in 1956 that the American
Medical Assn. recognized alcoholism as a
disease. Since then, the World Health
Organization, the American Psychiatric
Assn. and the American Bar Assn. have
followed suit.

Recently, an attorney describing his
encounter with alcoholism noted that it so
affects the mind and emotions that it is the

last disease that anyone will admit they

Thomas R. Bond is an attorney with the
law finn of LaBrum & Doak in Philadet-
phia.

Drinking

Many employers don't really know
the on=thejob indications of alcoholism

have. This attorney pointed out that by its
very nature, alcohol tells the drinker that
everything and everybody-the economy,
the administration, the boss, his partner,
wife or secretary-is to blame for his
misery and that alcohol is still his best
friend. Obviously, as the attorney pointed
out, "Alcohol is a liar!"

Alcoholism cuts across socioeconomic
lines. It has been estimated that 9% of the
nation's lawyers will be afflicted with
alcoholism. Several studies have shown
that there are exceptionally high rates of
alcohol-related problems in executives,
seamen, service personnel and commercial
travelers.

Alcoholism manifests itself in many
different ways within the business world.
The employer should be aware of some of
the most prevalent signs so that corrective
and protective measures an be quickly
implemented.

The most common sign of the presence
of alcoholism is a deteriorating pattern of
job performance. This pattern is
manifested in factors like absenteeism,
poor judgment, erratic performance,
excessive material spoilage, decreasing
productivity, poor interpersonal
relationships, lateness and early
departures, customer complaints, failure to
meet schedules and countless other
instances of poor performance.

It has been discovered that these
patterns of deteriorating performance are
easily identifiable long before the
supervisor has the slightest evidence that a
drinking problem exists.

Other factors that should alert the

employer to the possibility of alcoholism
are extended lunch hours and excessive
breaks. Also, a disproportionate share of
accidents constitutes a warning signal.

Despite the high prevalence and
detrimental impact of alcoholism, the vast
majority of businessmen still insist that
they have no need for an alcohol control
program. A consultant with a major
insurance company has observed that very
intelligent executives will frequently say
"We don't have this problem" or "We only
have a few alcoholics.”

Some treatment experts say employers
have an unwritten rule that an employee
with an alcohol problem will not be
disciplined or fired as long as he is able to
successfully conceal his alcoholism.

Continued indifference with respect to
the problem of alcoholism and a continued
failure to recognize the extent of the
problem within the workplace is clearly
not in the best interest of employers. The
problem should be approached in an
aggressive manner.

It has been observed that we are still a
very work-oriented society and that,
accordingly, work is a very significant

part of our lives. It has been clearly
demonstrated that people tend to "buckle
down" and improve their work once the

deficiencies are brought to their attention.

Following suitable treatment, alcoholics
report a marked improvement in job
satisfaction and, interestingly enough,
continue to retain their desire to improve
their job status even after the fear of

dismissal has vanished.

In a study of 101 employees of General
Motor's Oldsmobile Division who were

actively participating in its "Recover and

- MErl O -

lllustration: Richard Bernal
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Rehabilitation Program,” it was shown
that, following treatment, there was an
82% drop in job-related accidents and a
30% decrease in sickness and accident
benefits paid.

Any program established by an
employer to deal with alcoholism should
contain a clear dichotomy between
management and the problem counseling
functions.

Management should not get involved in
the diagnosis and treatment of alcoholism;
Continued on page 38

1590-
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Task performed before shift begins is work-related
and compensable, Oregon Court of Appeals rules

legal briefs

TTYHE OREGON COURT of Appeals held

1 that an employee's injury to his finger,
sustained while altering
employer-furnished work clothes, was
work-related and compensable under the
state's Workers Compensation Act.

Luther Bailey was employed as a
"hydroblaster,” a sand-blasting job
entailing the use of a high-pressure water
hose. Such workers normally wear rain
gear. The gear was generally stored in a
"drying shack" provided by the employer.

A copy of the entire decison may be ob-
tained by sending $5 to Cases Unlimited, in
care of Business Insurance, 740 N. Rush St.,

Chicago, lll. 60611. List the case number.

Employers need
to take measures

to prevent alcoholism

Continued from page 37

it should restrict its involvement to
proper and legitimate concerns. By
maintaining the separation between
management and counseling
functions, the illogical and
non-productive practice of a
suspected employee being
"confronted" by a group of
unqgualified laymen about his
"drinking problem" is eliminated.

If the performance of an employee
drops below acceptable standards
and regular corrective procedures
fail to restore the acceptable
performance, consideration should
be given to referring the employee
to a professional counselor. It should
be made clear to the employee,
however, that should he refuse to
participate in the treatment
program, he will be dismissed from
his position.

Employers should not only
institute programs to deal with
established alcoholics but also devise
preventive measures. The senior
officers in a company should not set
an example with the junior
employees whereby they conclude
that excessive drinking is the
expected norm.

Lack of supervision, problems at
work and boredom are among the
main workplace-related causes of
alcoholism. Therefore, it would seem
that the employer would be
well-advised to create a stimulating
and structured work environment
wherein the objective measures of
job performance can be clearly
identified by his employees.

The high prevalence of alcoholism
in the workforce and its adverse
impact warrant the creation and
application of corrective and
preventive measures by employers.
If these measures are not instituted,-
negative legal and economic
consequences will assuredly befall
the employer.

Mr. Bailey was issued new rain gear by his
foreman.

The following morning he arrived at
work early to alter the suspenders on the
rain gear to prevent them from slipping
off his shoulders while working. Mr.
Bailey cut his finger while slitting the
suspenders and filed a claim. He was
denied compensation.

The appellate court reversed the ruling,
concluding that there was a relationship
between the injury and the employment
sufficient for the injury to be compensable.
According to the court, the injury occurred
within a reasonable time prior to Mr.
Bailey's shift while he was on the premises
and engaged in preparation for work.

Matter Of Compensation Of Bailey, Court of
Appeals of Oregon, March 30, 1981
(B1/05/0.-$5).

Group disability

New York's highest court ruled that
where one or more insurers have assumed
the same risk in a group disability
insurance plan, each must contribute to
the payment of the claims.

Control Data Corp. insured its
employees under a group disability policy
issued by Continental Casualty Co. that
expired on June 30, 1976. Under the policy
a recurrence of a disability was deemed a
continuation of a prior disability except
when there was a six-month intervening
period. On July 1, 1976, Control Data
placed its group disability policy with

Equitable Life Assurance Society. This
policy did not exclude employees who had
suffered a previous disability. Each of the
companies claimed the other was
responsible to make payments for such
"recurring" disability claims. The trial
court concluded only Continental was
liable.

The appellate court said both insurance
companies had contracted to insure against
the same risk and either or both could fairly
be made to pay the claims at issue. However,
the court concluded that each insurer must
contribute payment of the claims, but as the
benefit provisions of the two contracts were
not the same, the share each would pay
should not be precisely equal. Continental
Casualty Corp. vs. Equitable Life Assurance
Co., Court of Appeals of New York, Feb. 24,
1981 (BI/O1/N.-$5).

Treatise helps design professionals
to reduce severity of liability claims

By Ronald S. Ohsner

"Untangling the Web of Professional
Liability”

By Edward B. Howell and Richard P.
Howell

Risk Analysis & Research Corp.

231 pages

HIS BOOK PROVIDES design

eSsionals with a compre#ensive
treatise that emphasizes short-term
solutions with immediate effects in
reducing the frequency and severity of
professional design liability claims.

The book, writen by Edward B. Howell
and Richard P. Howell of Risk Analysis
and Research Corp., points out that the
broad scope of professional design liability
includes not only the actual lawsuit but
also the damage caused by adverse
publicity and financial burdens imposed
by professional liability insurance rates.

The authors note that errors will never
be completely eliminated and lawsuits will
always occur because no loss-prevention
program can protect against the initiation
of meritorious suits. However, the writers
believe the number of claims can be
reduced by:

« Eliminating the causes of claims.

- Educating the public, the legislative
bodies, the c6urts and the client so
professional duties and responsibilities are
understood.

» Self-policing so those who do not
meet professional standards are exposed.

The first part of the book discusses
professionalism and challenges the present
methods of attaining professional status.
The authors believe this status should only
be conferred after years of educational
and practical experience rather than only
college graduation.

Additionally, the writers say, design
professionals must band together against

Ronald S. Ohsner, CPCU, CLU, is an inie-
pendent risk management and insurance
consultant in Columbus, Ohio, and a fre-
quent contributor to Perspectives.

books & ideas

those forces in society who want to destroy
professional status and privileges.

Interpersonal relationships and conflict
resolution are dealt with in the second part
of the text. The writers attribute most
professional liability losses to ineffective
human relations and unresolved conflicts.
This chapter discusses the personality
traits of both the design professional and
the parties he deals with in an attempt to
demonstrate possible areas of human error
and conflict. Additionally, behavior under
stress is closely examined and modern
theories of conflict resolution are
analyzed.

The third and fourth parts of the book
emphasize business and technical
procedures that can reduce the chance and
size of losses. These business activities and
technical aspects can greatly alter the
exposure of the design professional to
professional liability claims. These
chapters discuss a myriad of procedures
that can be used. Overall, these methods
are detailed and well-defined.

The high quality of these
recommendations are further enhanced by
graphics that clearly illustrate the various
exhibits necessary to effectively
implement the procedure. These sections
are meticulously written and provide the
design professional with many concrete
ideas on how to cushion his organization
against professional liability claims.

The final chapter focuses on insurance.

L 93,ui-r

Although all the other elements discussed
in the book can reduce exposure, the
chance of loss can never be totally
eliminated. Thus, professional liability
insurance provides the last defense.
General policy provisions along with tips
on how to negotiate insurance rates and
coverages are clearly and concisely
discussed.

Furthermore, this section goes into great
detail concerning the relationship between
construction injuries and the liability of
the design professional. Finally, an entire
section is devoted to selecting an attorney.

Although inapporpriately titled, this
work provides the design professional an
excellent reference for loss control. The
publication is well-written, easy-to-read
and provides immediate solutions to
potential problems. Not only are these
solutions provided, but also methods of
implementing them and implementation
problems are explained. Furthermore, the
exhibits are the key to the excellence of
the book. They are innovative, concise and
clear.

"Untangling the Web of Professional
Liability" takes a complex subject and
deals with it in an orderly and succinct
manner. This is not a book to be casually
read, but rather one to be studied. It
provides solid concepts and methods in
reducing design professionals' exposures
and should be kept in the library as a

referaernnce oo < - -



What they stand for And

The MetRe Facultative underwriting team
represents a tremendous pool of exper.ence
in both casualty and property reinsurance.
And standing behind them is a vast store
of insurance industry know-now.

These underwriters wele carefully
chosen because of their expertise and prov-
en ability to make sound judgments and
quick decisions.

In support of this staff is an unusually
competent group whose efforts have made a

genuine contribution to the quality of service

we have been able to offer.

what stands behind them.

MetRe is a subsidiary of Metropolitan
Life Insurance Company. It has, in addition
to dedicated people, the strength and stabil-
ity so essential in this rapidly expanding
area of insurance.

A going concern with a record of achieve-
ment, MetRe Facultative stands ready to

provide you with the kind of service and
skill that has

already accounted

I'and
Me Re

Metropolitan really stalds byyou

solid growth in the

reinsurance field.
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The MetR€ Facultative team: (1-r) Herbert John, Casualty Mgr., Chicago; Catherine Conigh:ro Property Mgr.. New York,

Nicholas Licato, Casualty Mgr., New York; and Vice President, George Spelios.
Metropolitan Reinsurance Co. 123 Maiden Lane, Suite 1200, N.Y., N.Y. 10038 (212) 785-8450, Telex 640862 / 100 S. Wacker Dr., Chicago, Ill. 60606 (312) 263-0131 Telex 2:0301
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Injury awards increase 11.7 % in lllinois

CHICAGO-The average per-
sonal injury award in lllinois .n the
1980-81 court term was 11.7% more
than in the previous term.

The average award was $83,214,
up from $79,813 in 1979-30, the llli-

nois Insurance Information Ser-ice

said in its l.linois Jury Verdict Re-
ports.

WWhile tie size cf awards is in-
creasing, plaintiffs are also winning
more battles in court, a trend the

.business

insurance

INSURANCE SERVICES GUIDE:

readers looking for services.

turn to page 64

reEort attribut€s to a recent lllinois
Supreme Court decision that makes
t easier for accident victims to col-
lee: damages.

The lllinois Insurance Informa-
tion Service, an association i= Prop-
erty/casualty insurers in the state,
periodically compiles - ury ierdicts
kr its members based on informa-
tion provided by insurers and a.-
torneys in Downstate lllinois and
from statistics compiled by the
C)ok County Jury Verd.et Re-
porter.

During the last court term, plain-
tiffs won 56% of the 1,225 cases that
reached a final verdict, up from
49.196 in the 1979-80 ourt te --m.

The increase in pla ntiffs' awards
may be the result of lllinois' adop-
t.or. this year of th. doctine of
comparative negligence for div.d-
ing damages in disab.lity cases, the

report said.

Under a "pure" comparative
negligence doctrine, such as the
one lllinois adopted last April (BI,
Aig. 3), a plaintiff can recover
damages even if he is 99% negli-
gen:; the doctrine allows juries to
appz,rtior. damages among plain-
tiffs and defendants according to
their relative percentages of fault.

By contrast, under the old con-
tributory negligence rule, which
Ehe lllinois Supreme Court
scrapped on April 17, a plaintiff,
evE€n if he is only the slightest de-
gree at fault, could not recover
anythirrg

"We cannot continue to ignore
the plight of plaintiffs, who because

of some negligence on their part,
are forced to bear the entire burden

- of their injuries," the court ruled

last April.

In Downstate counties, the de-
fense won 41% of the cases that
reached a final verdict, a decrease
from 52% in the previous court
term. The average award in the 265
cases tried was $58,255, up from an
average of $41,814 in 1979-80.

In Cook County, juries awarded
in favor of the plaintiffs in 55% 05
the 960 cases that reached a fina.
verdict. In 1979-80, plaintiffs won
49.1% of the 853 personal injury
cases tried.

The average Cook County per-
sonal injury award was a record
$98,387, up from $90,008 in 1979-80
a 9.3% increase. Total awards tc
plaintiffs topped the $50 million
mark, substantially higher than
total awards of $36.9 miillion last
year.

Other findings in Cook County,
which encompases Chicago, in-
clude:

< A total of 1,400 medical mal-
practice suits were filed during the
most recent court term, up from
1,249 the year before.

- The average medical malprac-
tice award climbed to $2,504,000, up
from $473,711.

= The number of product liabil-
ity suits filed increased 6% to 920
cases from 860.

- Fifteen product liability suits
resulted in guilty verdicts in 1980-
81 with an average award of
$144,420. In 1979-80, the average
product liability award in Cook
County»was $410,855 in 16 judg-
ments.

Although the verdicts seem high,
plaintiffs' attorneys point out that
jury awards usually are much
larger than settlements-the
amount a plaintiff receives after
the appeals process has been ex-
hausted.

For example, in 1977, the Insur-
ance Services Office, the insurance
industry's statistical and ratemak-
ing organization, found in a na-
tional survey that the average
product liabilty settlement was less
than $5,000 (BI, Oct. 31, 1977). .

Profit Sharing
Council officers

Robert W. Brose, associate man-
ager of personnel administration at
Procter & Gamble Co. in Cincin-
nati, was elected chairman of the
Profit Sharing Council of America
at its 34th annual meeting in At-
lanta last month.

Other officer for the coming year
are: Frank L. Mason, president of
Mason Corp. in Birmingham, Ala.,
first vice chairman; Richard A.
Liebig, president of Moorman
Manufacturing Co. in Quincy, lll.,
second vice chairman; and William
J. Hagenah, vp of the First Na-
tional Bank of Chicago, Chicago,
Ill., treasurer.

Directors elected to a three-year
term at the annual meeting are:
Park A. Davidson, assistant vp of
finance at Burlington Industry Inc.
in Greensboro, N.C.,; Ray A. Kil-
lian, vp of Belk Stores Service Inc.
in Charlotte, N.C_;

Also, Robert R. Midkiff, presi-
dent of American Trust Co. of Ha-
waii Inc. in Honolulu, Hawaii; Mer-
lyn R. Scroggins, vp of DelLuxe
Check Printers Inc. of St. Paul,
Minn.; and Richard V. Wolohan,
chairman and chief executive offi-
cer of Wolohan Lumber Co. in Sa-
ginaw, Mich.

The terms of the newly elected

directors will end in October 1984.

The Profit Sharing Council of
America is an association of more
than 1,400 large and small com-
panies in the United States that
maintain profit-sharing plans for
their employees. The council's of-

fices are located at 20 N. Wacker

Drive, Chicago, Ill. 60606; 312-372-
—— —a- —n —d — —



Now from The Hartford Steam Rniler

A State*the=Art Program
O! Envronmental flisk

Insnection and Prolection
In a Single Package

1,1
424 Today more than ever, businesses face financial 1054 due to

lailures in environmental control.

/6-“7'41 y Ir#l Their liability has increased because of new tougher regula-
lions covenng both sudden and non-sudden ejnvijronmental
pollution

Now Hartford Steam Boilerhas developed newanswei5 to meet
e I N the chailenges of keeping pollution control unde 1 control

At* D-Is vy Hartiord Steam Boiler Combinef the insurance kno-w-how that
has pioneered protection joi over a century with the ]kills oi oui
\ f L subsidiary, Radian Corporation Togetlict ,#e have the experM
T j/1 the physical, environmental engijneering and regulatory sci-
4 ences whose combined skill make possible a tie-w environ=
mental]los& control package

FIRST. a comprehensive inspection and risk assessment

program conducted by our scientists and engineers It will

identify potential exposure to llablihty through environmen-

tai pollution and evaluate the degree of comphance -with
1 EPA regulations

** f =tyl, _Jdliaa
*e.

SECOND, a flexible. individually tailored package of envi-

/0. T - ronmental coverages to protect against pollution habdity

For over 100 years you have known us as the industry leader in

M the highly spechilized line of Boilet and Machinery insurance

""4*4 Yoll kilo-zi, too, how we ve kept pace with the rapid develop-

ments 01 modern technology - adding to our insurance per-

spective the engineenng ajnd environmental expertise to meet
regulations and iequirements

Our 10% prnention philosophy of the well-engineered risk.
along idth the technical and environmental skills of oui sub-
sidiary, Radjan Corporation, give us a ujnique capability - to

- . 1 provide both an environmental ]J05 prevention and inspection
program and the appropriate co, el ages as defined by customer
needs determined through piofesional risk assessinent

We would like to join you at your next pre-insurance risk
assessment meeting. Please call Don Wilson, Vice Presidejnt, at
(800) 243-0090 (in Connecticut, 527-0791) to get more infor-

mation or to set up a meetjing

7 > , S The artFord Steain Boiler Inspection and insurance Company,
b | ' o, Dept B-1, 56 Prospect Street, Hartford, CT 06102

i*%=- il, o THE
*2 1- *Wil «xe O HARTFORD
STEAM BOILER
INSPECTION &
INSURANCE
COMPANY

= —
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YOU
CAN
COUNT ON IT

Your personal subscription to Business Insurance is a
fast, easy way to make sure you have full, factual and
unbiased news and information on the constantly
changing world of loss prevention, risk financing and
employee benefit management every week.

SUBSCRIBE TODAY

52 Issues . A Full Year Is Only $30. Just 58¢

a Copy. Use the handy subscription card in this issue
or the coupon. Or phone 312-649-5221 if you're

m a hurry

Business Insurance

740 Rush Street Chicago, IL 60611

Fill in and mail to:

BUSINESS INSURANCE
740 Rush St., Chicago, IL 60611
Please:

0 enter, O renew, U extend my subscription to Business
Insurance for:

O 1 year $30. O 2 years $55
Canada, Pan Anierican and all other subscribers outside the

U.S. add $14 per year for surfare postage. Eurooe and Middle
East only add $32 year for air delivery.

O Payment enclosed. O Bill me. O Bill company.
Charge to: O Visa.
O MasterCard (Interbank #

Acct. # Exp. Ditp

Signature

Name
(please print}

Title
Company

Nature of FL,i.inA..

O Home or

O Businesq Arlrir/qq

City Rttt 7ip

0 1 prefer not to receive information or advertising by mail from corn-

panies not aniliated with Crair Communications inc.
£.cC

Hospitals may escape
new malpractice crunch

Continued from page 3

Premium rates for the first year
of ccverage under a claims-made
policy are generally about 30% of
the rate for an occurrence policy.
But after a few years, enough losses
develop under the claims-made
form for exposure to equal that
under the occurrence form.

Although the premiums hospitals
pay on claims-made policies are
still less than those for occurrence
policies (see chart, page 3), they are
likely to approach the occurrence
rates in the next few years.

On top of this, more claims are
being filed against medical provid-
ers as legislated restraints on mal-
practice suits are eroded by the

courts.

The American Medical Assn. re-

"The demand for mass-marketed permanent
life insurance is exploding. Our new product, ap-
propriately named FUTURE, meets this demand
by giving an employee who probably wouldn't be
reached by a life insurance agent an opportunity
to buy a bona fide whole life policy through pay-
roll deduction.

"Directed toward buyers in the $5,000-
$50,000 range, FUTURE builds cash values and
can include a disability waiver of premium as
well as an accidental death benefit. A similar
spouse policy and a term rider for children are
also available. It is voluntary and no physical is
required. Terminating employees can continue

their policies at the same annual rate by sending
the premium directly to Provident.

"Employers who are already offering FUTURE
to their employees are enthusiastic because the
program offers employees a chance to help fund
their own permanent insurance programs. The
only expense employers have is the cost of pay-
roll deduction.

"FUTURE is really a product whose time has
come."”

If you want to find out how FUTURE can affect
your bottom line, call your insurance consultant
or your nearest Provident Group represertative.
Our offices are located in principal cities.

PROVIDENT

LIFE AND ACCIDENT INSURANCE COMPANY
CHATTANOOGA, TN 37402

ports state supreme courts have
thrown out limits on awards in llli-
nois and North Dakota. Pretrial
screening panels -were banned in
Florida, lllinois and Missouri. Lim-
itations on physicians' individual
liability were thrown out in Ken-
tucky and North Dakota.

But the large rate increases these
situations have prompted again:t
doctors haven't shown up for hos-
pitals and aren't likely to.

Although about 80% of mal-
practice incidents leading to claims
settlements occur in a hospital, the
hospital is held responsible only
25% to 30% of the time, said Donald
G. Steffes, president of Pennsylve-
nia Hospital Insurance Co. in Camp
Hill, Pa., a captive of the Pennsyl-
vania Hospital Assn.

The frequency of suits brought
against physicians is much higher
than the frequency against hospi-
tals.

Several other factors also are
likely to modify the impact of a
malpractice crisis on hospitals.

Annuity settlements "are the
new and coming thing," according
to Robert Nugent, vp of under-
writing at Hospital Underwriters
Mutual Insur-
ance Co. in Tar-/ ./
rytown, N.Y.
"They would
save everyone a
lot of money."

Plaintiffs' at-
torneys tend to
resist annuity, or 5 1
structured, set-
tlements, how-
ever, because
they reduce the
amount of the initial award and
consequently, the attorney's fee, he
said. A smaller sum is deposited in
an annity fund to assure lifetime
payments.

Although Hospital Underwriters
hasn't made any structured settle-

ments yet, it expects about three in
1982.

Mr. Steffes

Respondents to the Modern
Healthcare survey report that less
than 1% of their settlements are
made on an annuity basis. Annuity
settlements are practical only for
extremely large claims, usually
those more than $100,000, they say.

The age of the claimant is also
important. These settlements work
best for children who have a longer
remaining life span over which to
collect the dividends. An entire
award, however, is rarely deposited
in an annuity fund. Structured set-
tlements usually include a lump-
sum payment to cover medical bills
and lawyers' fees.

Another factor that may hold
down hospital premiums is in-
creased competition among insur-
ers. Some captive insurance com-
panies sponsored by state hospital
associations are expanding into
other states. PHICO has expanded
into nine states outside Pennnsyl-
vania and the District of Columbia
since 1980. This allows the com-
pany to spread the risk over a
larger area, Mr. Steffes said. It has
also forced commercial carriers in
those states to lower their premi-
ums. PHICO has been admitted to
sell insurance in Delaware, Vir-
ginia, Maryland, Indiana, Colorado,
Vermont, New Hampshire, Maine
and Wyoming through its subsidi-
ary Pennsylvania Casualty Co.

Large hospitals are increasing
their deductibles to lower their pre-
miums. Aetna Life & Casualty Co.
in Hartford, Conn., is insuring
about 25 hospitals that are carrying
deductibles of about $250,000, says
Robert E. Grimes, director of com-
mercial underwriting. This reduces
premiums to about 25% of the aver-
age rate, he noted.



Hospitals with more than 500
beds typically carry deductibles of
$100,000, according to William H.
O'Bryan, president of Missouri
Professional Liability Insurance
Assn. in Jefferson City.

Multiple hospital systems often
carry more coverage for their hos-
pitals than is standard. This ac-
counts for the high premiums
shown for the systems in the chart.
Hospital Corp. of America's Parth-
enon Insurance Co. in Nashville,
has a $10 million limit of liability
on each of its hospitals, said Robert
Reeves, its president.

Some hospitals are buying more
insurance than they need because
current premiums are low com-
pared with a few years ago, said
Howard Cohen, an actuary with
The Wyatt Co, a leading risk man-
agement consulting firm.

Chances are slim that they'll
have a $10 million claim, but as
long as the rates are reasonable,
they get the extra coverage, Mr.
Cohen explained.

Inflation has cushioned the im-
pact of rising malpractice insurance
costs.

"As interest rates increase,
there's a potential to make money
on malpractice," said Mr. Grimes.
But many insurers are losing 25
cents to 35 cents on each dollar they
write and are beginning to raise
their rates, according to Missouri
Professional Liability Insurance
Assn.'s Mr. O'Bryan.

Some captive insurance com-
panies sponsored by state hospital
associations, like MPLIA, will be
able to hold their rates down be-
cause they were organized at the
peak of the last malpractice crisis
when rates were highest ever, Mr.

O'Bryan noted.

MPLIA was f
fornmed in 1976 ]/111
and "had the 10 .i

ng.with high
other companies t, /'
had to run off &-illl
their low-rated L UIIG
policies.” The in- -iMIVWVfl
dustry had over- Mr. O'Bryan
reacted to the

malpractice crisis and raised rates
too much so between 1976 and 1980

rates fell substantially, he contin-
ued.

"MPLIA reduced reduced its
rates to about half as much as it
could have, so its present rates are
adequate to ride out the mini cri-
sis," Mr. O'Bryan explained.

The average annual premium
for hospitals insured by PHICO
dipped to $126,000 from $223,000 in
1976. Claims and settlements, how-
ever, continue to rise substantally
in Pennsylvania, as they do nation-
wide.

The state-run Catastrophe Loss
Fund will pay out $19.5 million in
settlements on Jan. 1, 1982, com-
pared with $8.8 million last Jan-
uary.

The CAT fund covers all claims
of between $100,001 and $1 million.
PHICO provides primary liability
coverage to hospitals up to
$100,000.

Because of the dramatic jump in
the amount the CAT fund owes in
malpractice settlements, Thomas
Judge, director of the fund, says he
anticipates a premium surcharge of

To deal with rising medical mal-
practice insurance rates, hospi-
tal risk managers are tackling
their jobs in different ways. One
concentrates on the people in-
volved and stresses loss control
to them (page 48), another is
considering self-insurance as a
way to cut costs (page 46) and a
third is turning to computers for
help in spotting possible trouble
areas that could bring the hospi-
tal into a lawsuit (page 49).

about 38% on policies written after
Dec. 31, compared with the current
22%.

The surcharges finance the CAT
fund.

Hospital professional liability
premiums are also likely to rise in
Pennsylvania by 1983 because the
CAT fund will most likely owe
more than $20 million in' settle-
ments for 1982, Mr. Judge ex-
plained.

Amendments to the Pennsylva-
nia Health Care Services Malprac-
tice Act, passed in October 1980,
call for hospitals to increase their
primary insurance coverage to
$150,000 per occurrence from the
current $100,000 the year after the
amount payable by the fund ex-
ceeds $20 million.

The CAT fund's yearly settle-
ment payments are suddenly
mushrooming, partly because it has
been in business just long enough to
start receiving a number of the
claims filed against it, Mr. Judge

Sokingthe

In excess and surplus lines, as in space

technology, today's achievers must be
problem solvers-no matter how great the

challenge.

When normal coverage for a major contractor
was subject to a large retention, the Crowther
People solved the problem with a plan for
specific project coverage.

A challenge met with a successful solution.

Ask the Crowther People for a similar
solution to your next marketing problem.
They're problem solvers.

believes.

The state Legislature set up the
fund in 1975 to lessen the impact of
the medical malpractice insurance
crisis.

Another reason for the upsurge
in settlements is that the majority
of malpractice cases in Pennsylav-
nia have been held up in arbitra-
tion for four years, according to Mr.
Steffes. The number reached more
than 3,200 by the end of last year.
These cases are now coming to
court.

Many attorneys also held up law-
suits awaiting the state Supreme
Court's decision on mandatory ar-
bitration enacted by the state legis-
lature, Mr. Steffes commented.

After the court ruled mandatory
arbitration unconstitutional and
upheld only voluntary arbitration,
malpractice cases started coming to

court.

Modern Healthcare's 1981 insur-

ance survey covered about 37% of

U.S. hospitals and about 23% of the
o e« 8 =—— _ —_—

Minneapolis, Minnesota
Des Moines, lowa
Omaha, Nebraska
Sioux Falls, South Dakota
Madison, Wisconsin
Springfield, Missouri
Bismarck, North Dakota
Billings, Montana
Boise, Idaho

Denver, Colorado
Topeka, Kansas
Portland, Oregon

Salt Lake City, Utah

Average insurance settlements

Settlement

=T B =X )
(to date)
Captives sponsored by state associations

Hospital Underwriters Mutual Insurance Co. $12,360' $14,854
larrylown, NY

Pennsylvania Hospital Insurance Co. 10,067" 12,300
Camp Hill, PA

North Carolina Hospital Assn. Trust 4,730' 12,074
Raleigh, NC

Missouri Professional Liability Assn. Insurance 1,871" 3,322
Jefferson City, MO

Ohio Hospital insurance Co. 1,61V 8,224

Columbus, OH
Captive owned by multihospital system
Parthenmnon Insurance Co.™" NA 7.7238
Nashville, TN
Commercial insurance carrier
St. Paul Fire and Marine Insurance Co.

St. Paul, MN

9,50[P 9,900

*Subsidiary of Hospital Corp. of America
+Flgures for first haH of 1981
'Figures through August 1981

MODERN HEALTHCARE chert/O/tote, 1081

Pmblem.

612-333-0361
515-243-1221
402-393-2040
605-336-0960
608-833-4567
417-887-0354
701-223-1112
406-248-7183
208-336-7131
303-753-0071
913-267-1222
503-224-5081
801-328-3133

Clbwther People ).



A disaster doesn't have to strike your company to  in ycur shipments, and you've got a problem.
have a disastrous effect on your profits. That's why Continental provides solutions like

All it has to do is keep your main supplier from Contingent Business Interruption insurance. A cov-
supplying you or keep your main outlet from taking  erage which ensures that your profits won't be shut




S./:15,846

are under way. So you can pay employees, retain
key accou nts and generally get on with the business

41]1 «- -T- .. of staying in business.

What's more, to make things even easier for you,

'-' we've combined these two coverages with several

others to create a single Comprehensive Business

p - G Income protection package. Which is, quite simply,
i'. the simplest, most inexpensive waythere is to pro-

tect your company's profits, and help take care of
expenses if you have a loss.

This is just one example of how Continental goes
beyond the standard, textbook coverages to provide
innovative solutions to complex insurance
problems-an approach that has made us a leader
not only in the specific areas of property and
income protection but in the broader area of pack-
age policies as well.

Of course, that should come as no surprise. After
all, Continental created the first package policy ever
made available to a broad spectrum of businesses.

., Which means that we were the first to offer the

FOR

down even if the companies you depend on are.
Of cou rse, if fire or some other peril actually does

strike your business, we can help there, too. By

keeping your usual income coming in while repairs

majority of companies one consolidated plan tai-
lored to their needs. Without gaps or duplications in
coverage. And with significantly reduced paperwork
and premiums.

Today, we continue to be a leader in packages.
Our new Business Owners Xtra policy, for example,
is the most advanced in the industry designed
specifically for smaller businesses.

What's more, we're also a leader in loss control,
environmental health and industrial hygiene, fidelity
and surely bonds, workers' compensation, boiler
and machinery coverage and general liability.

In fact, there's not a single insurance-related
problem that Continental can't help you solve. And
there's not a single company that offers you more
expertise in more areas. From the simplest com-
mercial policies to the most complex multinational
coverages.

So check for the name of your nearest
Continental agent in the Yellow Pages. And check
out what he has to say.

That way, the next time one of your suppliers has
a fire, you won't have any reason to be alarmed.

The
Continental
e Insurance

Companies

© TCC 1962
subsidiaries of The Continental Corporation
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Photo: St Luke's Hospital, Kansas City

Risk manager Mark Haskins of St. Luke's Hospital in Kansas City
hopes to set up a self-insurance program.

Hospital risk manager to fight
high rates with self-insurance

By DAN RUCK

KANSAS CITY, Mo,-When
hospital malpractice liability insur-
ance premiums shoot up again,
Mark Haskins, a husky, 31-year-old
former college football linebacker,
has a good idea how he'll tackle the
problem.

The risk manager at the 665-bed
St. Luke's Hospital in Kansas City,
Mo., will recommend that his insti-
tution self-insure the first $1 mil-
lion per occurrence.

The cutback in commercial cov-
erage will slash St. Luke's medical
malpractice coverage costs by as
much as 3300,000 a year, Mr. Has-
kins estimates.

Self-insurance isn't a new idea,

Where do you go to insure
properties like Dallas Cowboys'
stadium, shopping malls,

an airport, or even a vast
municipal government complex?

O O0..0

IRM.

We're the large line
property specialists
with services to match.

Celebrating 60 years of insurance know-how, IRM

301 13 1

+F

Allianz Insurance Co.
Los Angeles, California

New York, New York

of course, but only three Missouri
hospitals self-insure. One of them
recently bought excess coverage, in
part because the insurance was
cheap.

Mr. Haskins says St. Luke's lia-
bility track record has convinced
him that self-insurance will be
cheaper than its current commer-
cial coverage.

"We have a very good record
here," he says. "It is hard to say for
sure because of the way legal mat-
ters have of dragging on year after
year, but | wouldn't imagine our
malpractice liability insurer will
have to spend money for anything
more than attorneys' fees this
year."

St. Luke's hasn't switched to self-

Atlantic Mutual Insurance Co.

Central Mutual Insurance Co.

Van Wen, Ohio

Employers Casualty Co.

Dallas, Texas

Employers Mutual Casualty Co.

offers member companies and producers a "one-stop"

property facility... with capacity in the millions.
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insurance yet because it hasn't acu-
mulated the approximately $1 mil-
lion in reserves that it needs, Mr.
Haskins says.

The risk manager, who has held
his job for less than a year, heads a
one-man department with the gen-
eral assignment of overseeing prac-
tically every aspect of hospital in-
surance. His duties range from de-
ciding whether a patient should be
paid for a pair of lost dentures to
advising top management about in-
surance policies. He spends less
than 0.1% of his time filling out

claim forms.

"St. Luke's executives had a
hunch before they hired a risk
manager that they could cut their
malpractice liability insurance
costs,"” Mr. Haskins says. "But no
one had a grasp on what their risks
were, or what could be done about
ittt

Initially, Richard Hastings, a hos-
pital administrator, switched St.
Luke's from full liability coverage
to a 45% quota-share plan and then
to higher deductibles of $100,000
per claim and $300,000 in aggregate
exposure per year, Mr. Haskins
says.

Those changes have saved the
hospital, the largest in Kansas City,
about $250,000 in malpractice cov-
erage premiums a year, Mr. Has-

'St. Luke's executives had

a hunch before they hired
a risk manager that they
could cut their malpractice
liability insurance costs,’
Mr. Haskins says.

kins says. Under the quota system,
St. Luke's paid 45% of all legal set-
tlements and defense costs. St
Luke's malpractice liability in-
surer, Missouri Professional Liabil-
ity Insurance Assn. of Jefferson
City, Mo., now pays all legal de-
fense costs.

INn addition to lower insurance
costs, St. Luke's now benefits by
having all insurance matters fun-
neled through what amounts to a
central clearinghouse, Mr. Haskins
says.

"Before, people in the different
departments weren't all that insur-
ance-conscious," he says. "If a piece
of equipment were lost or broken,
the department head would just
swallow hard and add the costs of it
to his next year's budget. They
weren't all that aware that a claim
might be made for the loss."

If St. Luke's does eventually
switch to self-insurance, excess
coverage probably will be pur-
chased, he says.

St. Luke's carries excess cover-
age now, and most hospitals that
claim to be self-insured actually
only accept a limited amount of
risk, preferring to purchase a com-
mercial excess policy to protect
themselves against enormous
claims, Mr. Haskins explains.

Mr. Haskins joined St. Luke's in
1980 and was promoted to head of
the department this year after Ro-
bert Beachboard, his predecessor,
left to take a similar position at the
1,300-bed Methodist Hospital in
Houston.

Mr. Haskins, a graduate of Baker
University in Baldwin City, Kan.,
worked as a claims adjuster for a
suburban Kansas City insurance
underwriter before joining St.
Luke's.

He says he prefers the busier,
more intense hospital work because
"there's something new and differ-
ent going on every day."”
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Anthropology put to use in hospital program

ES— -

Ms. Oglesbee brings an anthro-
pology background to her job.

By MARGARET LeROUX

CHAPEL HILL, N.C.-Since
people-patients and employees-
are a hospital's major risks, it
should come as no surprise that
Ross Oglesbee, risk manager for
North Carolina Memorial Hospital
in Chapel Hill, brought a degree in
anthropology to her risk manage-
ment job.

As the major teaching and refer-
ral hospital in the state, the 633-bed
hospital deals with a diverse popu-
lation on a daily basis, from prema-
ture babies in critical condition to
severe burn victims who are
treated in a new $2.3 million
square-foot facility.

"My background was in the
study of man, and as a pre-med stu-
dent | learned the scientific aspects
of some of man's behavior," Ms.

Oglesbee said. "That's not at all in-
consistent with hospital risk man-
agement.”

North Carolina Memorial Hospi-
tal hired its first risk manager in
1977, the same year Ms. Oglesbee
joined the department as an inci-
dent investigator. She worked with
three different risk managers at
the hospital as the program gradu-
ally took root. Ms. Oglesbee became
risk manager in July 1980.

"We've overcome the initial res-
ervations some of the staff had
about risk management,” she said,
"but we've always had the support
of the hospital's executive direc-
ton”

NCMH is a 27-year-old hospital
that employs nearly 3,300 people
and has 825 physicians on the med-
ical and resident staff. In 1980, al-
most 100,000 patients were treated

66We dorit plav
games with

loss prevention.
Sonaturally

weilnsure with

at the facility in central North
Carolina.

NCMH is a teaching hospital affi-
liated with the University of North
Carolina and is funded in part by
the state Legislature, fattors that
present unique challenges to the
risk management staff. The threat
of malpractice is one that taxes
both their insurance management
and risk management capabilities.

The risk manager at NCMH acts
as a liaison between the physicians
and the hospital's primary mal-
practice insurer, St. Paul Fire &
Marine Insurance Co. The hospital
is self-insured for malpractice risks
in excess of the primary policy.

"We are currently studying a
plan to totally self-insure for mal-
practice," said Ms. Oglesbee, who
favors the self-insurance approach.
"Our premiums and reserves are

Jerry W. Neely, Chairman,
President and Chief Executive Officer,
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than what our experience has
shown (they should be)."

In seminars with the hospital's
staff physicians and nurses, the risk
management staff and the mal-
practice insurer have outlined pro-
cedures to be followed when some-
thing happens that could lead to a
malpractice claim.

For example, if there is an error
in medication that prolongs a pa-
tient's stay, the hospital files a
claim with its malpractice insurer,
who in turn pays that portion of the
patient's bill.

Because NCMH is a state-funded
institution, it doesn't have the free-
dom to write off bills to patients. In
the case decribed above, the hospi-
tal would hold the bill until the in-
surance company paid the claim
before sending it to the patient. The
bill then shows the extended stay is
paid.

Not everything presented in the
hospital's malpractice seminars
meets with a receptive audience.
"Sometimes the doctors haven't
liked what we've told them," Ms.
Oglesbee said. "When an error
occurs, the natural tendency for
some is to apologize, say 'lt's all my
fault,’ or 'This should never have
happened.’

"We caution doctors to refrain
from making such statements," she
continued. "It's all right to express
concern and apologize, but they
have to consider the impact of what
they say as it might sound in
court."”

As part of an ongoing educa-
tional program, the. risk manage-
ment staff meets with nurses once a
month and new employees twice a
month to explain loss-control pro-
cedures.

Unlike her counterparts in other
industries, the NCMH risk man-
ager is not responsible for property
risks nor risks covered under com-
prehensive general liability insur-
ance. Those are handled by safety
and security staff and other admin-
istrators.

"We're preparing a proposal for
the hospital's board of directors
that all insurance be included in
the legal services department with
risk management,"” Ms. Oglesbee
said. "It makes much more sense to
have it all under one department.”

As structured at NCMH, the risk
manager is under the direction of
the hospital attorney, who in turn
reports to the executive director.
"It wouldn't work unless we had
easy and fast access to the top," Ms.
Oglesbee said.

The risk management program
at NCMH was initiated by the hos-
pital's attorney who later left to es-
tablish a similar program at Duke
University Medical Center in Dur-
ham, N.C.

The NCMH risk management
department includes two other at-
torneys, one who is on the state at-
torney general's staff and is re-
sponsible for all litigationinvolving
the hospital. The department also
includes a paralegal staff member,
an incident investigator who is a
former head nurse with seven
years' experience and two secre-
taries.

The foundation of the risk man-
agement program at NCMH are the
patient incident reports, which rec-
ord everything from medication
errors to falls. The reports are
made on pre-printed forms and are
sent to the risk management de-
partment.

Completed reports contain the
patient's name, condition and loca-
tion at the time of the incident.
What occurred is briefly described,
as is any treatment given to the pa-
tient as a result of the incident.

There is also a 24-hour dicta-
phone number so staff can phone in
incident reports to the risk man-
agement department for transcrip-
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Computer helps hospital detect potential suits

FORT LAUDERDALE, Fla.-The more
time that slips by between an accident in-
volving a patient and the handling of the
case by a hospital, the angrier the patient
gets and the higher the cost of the settle-
ment soars.

Speed is of the essence, and hospitals are
finding that computers can clear the confu-
sion of paperwork that bogs down their risk
management efforts.

Computers can help a hospital catch a po-
tential compensable incident "at a much
earlier stage of the game," says Frank Mi-
lanesi, risk manager at the 597-bed Holy
Cross Hospital in Fort Lauderdale, Fla.
"The sooner you can attack these problems,
the better.”

For three months, Holy Cross has been
testing a risk management program devel-
oped by Shared Medical Systems Inc. of
King of Prussia, Pa. The program is part of

SMS' Command system, an on-site patient
information system that is linked to the
company's shared financial system.

The speed with which the risk manage-
ment program compiles current and histori-
cal data gives Holy Cross a head start in
meeting with patients and working on their
problems before they leave the hospital and
head for their lawyer's office.

The computer also helps the hospital react
to incidents that haven't been reported by
hospital staff, Mr. Milanesi says. Armed
with computer reports, he's able to detect
cases where patients had to return to sur-
gery or the emergency room, signs of poten-
tial problems. In the past, if reports weren't
filed, the hospital wouldn't find out about
the problems until it was sued, Mr. Milanesi
explained.

The computer simplifies the identifica-
tion and tracking of risks, freeing Mr. Mi-

lanesi's time so he can deal with claims
more quickly. The computer also turns out
reports that Holy Cross would never be able
to compile manually. Mr. Milanesi plans to
develop the following kinds of risk manage-
ment reports:

* Monthly, quarterly and annual sum-
maries of loss experiences, which can be
broken down by department.

* Loss to reserve ratios.

* Loss experiences by type of incident.

» Summaries of incidents and losses
based on age, admitting diagnosis, nursing
station, attending physician, etc.

« Cross-referencing of specific kinds of
incidents with variables like hospital loca-
tion, time of day, operating surgeon, etc.

* Detailed recapitulations of the in-hos-
pital experiences of individual patients in-
volved in potential liability incidents.

* Response time between incident and

tion by the secretaries. Of approxi-
mately 150 incident reports re-
ceived by the department every
month, about four of them will re-
sult in a claim against the hospital,
according to Ms. Oglesbee.

Most claims are settled before
they come to trial, and even though
the trend is toward increasing liti-
gation by claimants, the hospital

has successfully defended itself
whenever it has been in court.

"There has never been a mal-
practice judgment against the hos-
pital,” Ms. Oglesbee said.

, The hospital's computer is an-
other component of the risk man-
agement program. Data from the
incident reports is coded and fed
into the computer where it "is in-
valuable for analyzing loss trends
and is the basis for loss prevention
studies," the risk manager noted.

While the risk management staff
is enthusiastic about the collection
of loss data, "we don't believe in
gathering information without
sharing it," Ms. Oglesbee explained.

The incident reports are also
used as the basis for what she de-
scribed as small audits of major
hospital departments during the
course of risk management com-
mittee meetings.

The committee includes repre-
sentatives of every major depart-
ment in the hospital. Each depart-
ment is presented with loss data
from the incident reports at least
once a year.

"We'll take all the incident re-
ports pertaining to a particular de-
partment, summarize what's hap-
pening with them and see if we can
determine a trend or cause," Ms.
Oglesbee said.

"That's where the computer is
invaluable. Sometimes we're able
to trace a number of incidents to a
piece of equipment or even a par-
ticular time of day.

"We're very careful about what
we recommend," Ms. Oglesbee con-
tinued. "We don't point a finger;
we're not peer review. We let the
appropriate people know if there
are problems."

When a rash of medication errors
in incident reports showed that co-
deine and phenobarbital tablets
that were being dispensed were
identical in size and color, the risk
management department appealed
to the hospital pharmacy to change
the color of one of the drugs.

Since the staff's efforts at loss
prevention include.a lot of behind-
the-scenes work, "sometimes we
have a problem in projecting a posi-
tive image," the risk manager said.
"The preventive things we do
aren't as well publicized; we're the
ones the doctors call when some-
thing goes wrong."

But NCMH's risk manager has no
problem thinking of her work in a
positive light.

"The knowledge that what we do
really does make a difference in
patient care is the best part of the
job for me," Ms. Oglesbee said. m

patient contact with a physician.

Risk data can be pulled up on a video
display terminal, and reports can be printed
either in-house or at SMS' Pennsylvania
data center. The computerized program also
stores data for historical use, helping Holy
Cross negotiate with its insurers, he says.

Holy Cross has contracted with SMS for
computer services for about seven years and
is using the company's financial manage-
ment, data entry and communication and
patient information reporting systems.

Two years ago, the hospital developed its
own in-house, minicomputer-based risk
management program. But it was only a
simple program that recorded incident re-
ports and didn't have the capacity to anal-
zye data to help the hospital make risk pre-
dictions, Mr. Milanesi said.

SMS developed its risk management pro-
gram at the request of client hospitals.
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E/S industry faced with invasion': Consultant

CORONADO, Calif.-The future
of the excess/surplus lines industry
is gravely threatened by an inva-
sion of its markets from outside the
insurance community, a manage-
ment research consultant warns.

"While we worry about the in-
surance neighborhood, the markets
are collapsing around us," declares
Dr. Michael E. Hogue, a senior as-
sociate at Insurance Research Ser-
vices Ltd., a Philadelphia-based
consulting firm.

Some excess/surplus companies
that have invested in people and
systems to give them a competitive
and cost edge will survive as spe-
cialty operations. Others that have
become complacent will lebby for
legislation to assure their markets.

"No legislation will solve your
problem. If you can regain your old
image of 'lean and mean,' you may

make it," Dr. Hogue told industry
representatives at the recent an-
nual meeting of the National Assn.

of Professional Surplus Lines Of-
fices in Coronado.

New entrants into financial ser-
vices, personal lines and other mar-
ket segments are edging out the in-
digenous competitors in those mar-
kets-triggering a ripple effect, Dr.
Hogue explained.

Before the 19705, new entrants
were absorbed by market growth.
But this phenomenon has acce-
lerated with the sheer size and
speed with which financial giants
are now invading property/casu-
alty and life insurance, personal in-
vesting and other markets.

National retail brokers are
"crowding out" many insurance
companies, for example. It is often
difficult to recognize when a bro-

ker acts as an intermediary or in
direct competition with the insur-
ers they represent, he said.

The long-term growth and prof-
itability of personal lines insurers
also has been threatened by the
entry of life insurance companies
into their markets. Direct writers
like Allstate and State Farm have
in turn penetrated the small-busi-
ness market.

Caught between the heightened
competitive activity in the small-
business and the large markets,
medium-size accounts began to feel
pressure from both ends.

From the low end of the market,
the direct writers began to go after
the smaller middle-sized accounts.
The big brokers started carving out
some of this market through for-
mation of trade association pro-

grams.

They're working.
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The national account-type bro-
kers and insurers began to focus at-
tention on the medium-sized risks
to regain premium volume lost to
self-insurance and other new risk-
funding techniques.

"The pressure on the commercial
market will intensify as more
crowding out causes another dom-
ino to fall inmn another
market-namely the personal fi-
nancial services market," he said.

To meet the needs of a heteroge-
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moving toward a cafeteria of bene-
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could be added to the cafeteria line
that would appeal to dual income
families as well as young and mi-

E. J. G. Henry, actively participate in for-
simply a group of overseers and reviewers. mulating our future policies.
Seasoned industry leaders such as

For a superior approach to your most

R J. Osborn, Chairman, Stewart Wrightson difficult underwriting challenges, call
North America Group Ltd.; A.J. Keys,
Group Development Director, Stewart

Wrightson Holdings, Ltd.: and Chairman

Associated.

Our London Board on Wilshire.

They're working for you.

1 * Associated International Insurance Company

New Address: 3450 Wilshire Blvd.. #201. Los Angeles CA 90010,(213) 739-8840. TELEX 67-7302 ANC LSA
Member Stewart Wrightson Insurance Group. Lond

(ﬂ?k * Surplus Lines - Li P|| (gy anq Pro ert

gxcess

ecial
usiness a cepte

rough specifically qualifi

surplus line brokers and reinsurance intermediaries.

nority employees.

These benefits can quickly be
added to the tax excludable list, Dr.
Hogue said. The young would sub-
sidize the old in health insurance,
while the old would subsidize the
young in automobile insurance.

The cost of deciding who will pay
among the various insurers of .
health, long-term disability, work-
ers compensation and automobile
personal injury protection is an in-
efficient allocation of resources, he
said.

Continued inflation will acceler-
ate this drive toward efficiency.
This is a strong case for the demise
of workers compensation and auto-
mobile insurance as traditional
property/casualty industry prod-
ucts, Dr. Hogue said.

"Don't forget a recent phenome-
non that is equally important as a
catalyst to expanding benefit pro-
grams: convenience and quality-of-
life concerns,” he added. For two-
career families and single people,
time is precious.

"The growth in use of money ac-
cess cards for banking shows the
importance of convenience. The
consumer wants one-stop financing
-and what better place than
through the employer?

"Why devote even one evening
to shopping for insurance or writ-
ing premium checks if they can be
handled by an employer?" Dr.
Hogue asks.

But there exists another group
willing to take the place of the em-
ployer in this role.

"l can stop at Sears and set up my
money market fund, Dean Witter
will handle my stock portfolio and
Coldwell Banker will see to my
real estate investment,” he said.
The list goes on: Merrill Lynch,
Prudential, ARMCO, Commercial
Credit and many more offer com-
plete services.

"The point is that there is more
competition in our markets than
ever before and the major source is
from outside the normal group of
competitors,” Dr. Hogue said.

The net result is that the tradi-
tional property/casualty personal
lines market and the individual life
markets may in fact become com-
mercial accounts as the employer, a
real estate company or a bank sells
portfolios of individual coverages
to insurance companies.

"Needless to say, the market will
not need as many salespeople to so-
licit and service such accounts. |
would also suspect that a higher de-
gree of self-insurance will evolve
as the aggregate account size
grows."

Dr. Hogue expects the decade to
end with a few large financial car-
tels and many small, highly specia-
lized companies. "Your services
will continue to exist, but there will
be many changes," he told ex-
cess/surplus industry representa-

tives.

All insurance and financial ser-
vice providers will seek to improve
efficiency. The market will not pay
for a one-on-one distribution sys-
tem, he said.

As banks, savings and loan insti-
tutions and other organizations add
insurance programs and sell them
wholesale to the insurance indus-
try, underwriters will shift into
three groups-those who under-
write risk portfolios, those who re-
view risks rejected by computers
and those who will become account
representatives.

Excess and surplus lines brokers,
underwriting managers and sur-
plus lines insurers may fulfill this
last need.

"Thus the competition domino
theory will reach the E/S industry,

causing increased pressure on prof-
its and market share. This will be

in addition to the continued
pressure on prices in the current
markets," Dr. Hogue said. m
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S.C. strikes down charitable immunity doctrine

GREENVILLE, S.C.-The South
Carolina Supreme Court has ruled
that charitable institutions are no
longer protected by a doctrine of
charitable immunity that shields
them against liability exposures.

The court struck down the doc-
trine in a case involving the
Greater Greenville YMCA and a
youth injured at a camp under its
operation.

South Carolina was one of the
few states to still have a law grant-
ing charitable inmmunity to such
institutions, although a gradual
erosion of that defense had already
occurred.

The YMCA's attorney, Robert C.
Wilson, is awaiting word from The
St. Paul Cos., its insurer, on
whether to appeal the case to the
U.S. Supreme Court.

The case involves a youth,
Matthew Barlow Fitzer, who at-
tended the YMCA's Camp Green-
ville in 1979. The youth was hit in
the head with a rock following an
argument with another boy, sus-
taining an injury that required
eight stitches.

The youth's parents sued the
YMCA for $2,500 in damages. Dur-
ing the trial, the circuit court
granted the defendant's motion for
summary judgment, citing the es-
tablished defense of charitable im-
munity.

But the case was then appealed
by the plaintiff to the state Su-
preme Court. The plaintiffs' peti-
tion to rule on the law, which is re-
quired in South Carolina, was den-
ied.

Mr. Wilson later argued the
merits of the suit itself before the
court, with only passing reference
to the question of charitable immu-

nity and that came upon a brief

question from one of the justices.

Mr. Wilson was very surprised
that the court later struck down the

doctrine and sent the case back to
the lower court for retrial.

"They told me they weren't
going to do it (rule on charitable
immunity), and then they turned
around and did it," said Mr. Wilson.

One thing is clear, Mr. Wilson
says: Churches, YMCAs, civic orga-
nizations, hospitals and other chari-
table institutions had better pur-
chase liability insurance.

He said the court did not say if
the decision is retroactive to 1979,
so institutions do not know how far
back their immunity goes.

The Greenville YMCA had pur-
chased liability insurance from The
St. Paul because the court had al-
ready started chipping away at the
doctrine of immunity for charitable
organizations.

In a case several years ago in-
volving a South Carolina hospital,
Mr. Wilson said, the court ruled
that a hospital may be sued for
damages up to $100,000 when its ac-
tions are clearly negligent.

The attorney has recommended
that St. Paul not settle out of court
and hopes the insurer will allow
him to appeal the case to the Su-
preme Court.

New commissioner

COLUMBIA, S.C.-The state In-
dustrial Commission has named
Rogers T. Smith as new chief insur-
ance commissioner. He replaces
John W. Lindsay who resigned
Sept. 3.

Mr. Smith, who was deputy chief
insurance commissioner and dep-
uty Insurance Department commis-
sioner since 1969, had been serving
as acting commissioner.

He will fill Mr. Lindsay's unex-
pired term, which runs until 1984.
Mr. Smith has been with the state

Insurance Department for 20 years.

Warning notices

NEVWW YORK-The state Insur-

around 03*
»>t the states

ance Department has issued a new
regulation requiring insurers
operating in New Yerk state to
place standard warning notices on
various commercial and personal
insurance forms.

The warnings, required on all
commercial insurance apolication

forms and all claims forms used for
both personal and commercial in-

surance. specify that misleading
statements and omissions on the

forms constitute the crime of insur-
ance fraud.
The regulation also requires li-

censees to report apparent fraudu-
lent activities to the Insurance

Frauds Bureau.
Alcoholism benefits

HARRISBURG, Pa.-Legislation
has been introduced in the state

©1981 Lumbermen. Mutual Casualty Companry

House that would require health
insurers to provide coverage for al-
coholism treatment.

The measure, which is supported
by Pennsylvania Gov. Richard
Thornburgh and state insurance
commissioner, would require
health insurers to cover an annual
minimum of 15 days for detoxifica-
tion and 50 days of treatment, in-
cluding outpatient care.

Rep. Mary Ann Arty is the main
sponsor of the bill, which has been
referred to the House Insurance

Committee .

Commissioner named

RICHMOND, VVa.-Jdames M.
Thompson, a Virginia lawyer and
politician, has been appointed by
the state's Board of Corporations to
be Virginia's next insurance com-
missioner.

Mr. Thompson. an Alexandria,
Va., attorney, served as majority
leader of the Virginia House.

He replaces James M. Newman,
who resigned Oct. 14 to become se-

nior vp at the American Insurance
Assn. in New York.
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Alcoholism comes out of the corporate closet

Continued from page 1

A study that covered 752 employ-
ees involved in the program be-
tween 1969 and 1978 found that
58% were rehabilitated (stopped
drinking for one year) and 19% im-
proved to the point where they
could satisfactorily operate on the
job.

The number of on-the-job acci-
dents in this group dropped to 143
in the five years following referral,
compared with 370 accidents in the
five years preceeding enrollment
in the program.

The number of absent days saved
in this group totaled 31,806, which
at an average wage replacement of
$40 per day represented a savings
to the company of $1.27 million-
just in reduced absentee costs.

New York Telephone found it
could save at least $1.56 million an-
nually if 300 new cases of alcohol-
ism could be identified, treated and
successfully rehabilitated 85% of
the time.

* In 1972, General Motors in
Detroit began its Substance Abuse
Recovery Program, which is open
to both workers and their families.
Some 48,000 employees and depen-
dents have been seen by counselors
in the past nine years.

A recent study of 117 hourly
workers showed a 49% reduction in
lost hours, a 29% decrease in dis-
ability payments and a 56% de-
crease in sick leave costs for those
who went through the program.

National estimates show the alco-
holic employee is absent from the

job an average of 22 days a year,
but the absentee rate at GM was al-

most three times that before the
program got off the ground.

Overall, GM estimates its Em-
ployee Assistance Program pro-
duced at least a 3-1 return on dol-
lars invested.

To some degree, alcoholism and
drug abuse have come out of the
corporate closet, but only a handful
of the estimated 500,000 employers
in the United States with 100 or
more workers offers employee as-
sistance programs.

Most that do offer help are
larger, union-strong employers that
are self-insured for their health
benefits and, therefore, have a
strong incentive to keep their
workers both mentally and physi-
cally healthy.

Other employers are deterred
from jumping into such programs
because the cost can be prohibitive
for the small and medium-sized
employer and most of their group
health insurance programs do not
cover the cost of such treatment.

The history of low industry in-
volvement in mental wellness, the
category under which alcohol and
drug abuse falls, is complicated by
the employee's unwillingness to
seek help.

The President's Commission on
Mental Health found in 1978 that of
the 10 million people who report
alcohol-related problems, only 1
million receive treatment.

When they do seek medical aid,
few group health insurance policies
will cover much more than a
seven-day drying-out period for
the alcoholic or drug addict.

Because of this, doctors and hos-
pitals unwillingly add to the di-
lemma of identifying problem
workers by helping them hide their
alcohol or drug dependency from
their employers, says Tom De-
laney, executive director of the
Assn. of Labor & Management, Ad-
ministrators & Consultants on Al-
cohol, based in Arlington, Va.

It's not at all uncommon, he says,
for physicians to lie about a diag-
nosis so that the employee with a
substance abuse problem walks out
of the doctor's office with a ficti-
tious physical ailment that is cov-
ered under the employee's group
health insurance plan.

"As a doctor, | can assure you the
current treatment offered most em-
ployees is ineffective," says Dr. Jo-
seph Pursch, a member of the Na-
tional Assn. of Insurance Commis-
sioners' task force on Alcoholism,
Drug Addiction and Insurance.

Dr. Pursch is the U.S. Navy psy-
chiatrist who treated former first

lady Betty Ford and astronaut
Edwin Aldrin for alcoholism.
Under model legislation adopted
last June by the NAIC, health in-
surers would be forced to expand
their benefit offerings to include

treatment for alcoholism and drug
addiction (BI, June 15).

Very little uniformity exists
among the 29 states that do have
such legislation.

Fifteen states have mandated
benefits, which means insurance
companies cannot write a health
policy without including benefits
for alcoholism and drug abuse.
Others require only that the bene-
fits be offered to employers, who
can decide if they want them.

Under the NAIC's proposed ben-
efit package, an additional 28 days

of treatment in a rehabilitation
center would be included in the
coverage.

Patients also would be entitled to
a maximum of 30 outpatient visits,
including family counseling, in one
calendar year.

Beyond the basic humanitarian
reasons for establishing employee
mental health programs, there are
fundamentally sound economic
reasons, says Walter B. Writson,
chairman of Citicorp in New York.

"The cost of mental iliness to so-

ciety is barely suggested by the ex-

penditure each year (by employers)
of more than $10 billion on drug
abuse and $13 billion for the medi-
cal treatment of alcoholism. The
non-medical costs of alcoholism,
which include lost productivity, ab-
senteeism and accidents, accounts
for another $30 billion more," he
says in a foreward to "Mental Well-
ness Programs for Employees," a
book coordinated by the Washing-

ton Business Group on Health.
The Washington Business Group
on Health is an organization of 155
Continued on nezt page
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Business helping to rehab

Continued from previous page
major employers who provide med-
ical benefits to more than 35 mil-
lion employees, retirees and their
dependents and has been instru-
mental in a re-evaluation of the
total health care system.

"Industry's reluctance to initiate
and support programs is partly due
to old myths about the place of per-
sonal life on the job," according to
the group. "It is difficult for man-
agers to get a grasp on the concepts
and techniques of these programs
that have an inherent 'social ser-
vice' foundation. Despite these dif-
ficulties, programs are slowly but
surely taking hold in work set-
tings."

Continental lllinois National
Bank in Chicago used to call its
Employee Counsel Service an EAP
or Employee Assistance Program,

ACROSS

a

. Primary property
coverage in which
insurers accept
stated percentage
of risk. 2 words pl
9. Auditor of

accounts. abbr.

12. Person who runs a

business. abbr.

13. E.g. Eskimo and pizza

14. A kind of session

15. The ftrst one
occurred in New
Mexico on July 16.
1945. comp.

19.Am dramatist. The Man
Who Came to Dinner

20. Insurance payment

21 What one does with
initial stated
portion of insur-
ance claim

23. Compass point

24. Musical compost-
tions intended
mainly for practice
of technique

26. U.S. Attorney
General. 1961-
1964, initials

27. Island of immigra-
tion entry

29. Shortened version
of girl's name

30. Realistic. practical

32. _ and behold

33. You might have one
of these in the ftre

35. Type of excess insur-

ance coverage. abbr.

but too many workers thought the
"assistance" meant they could get a
loan, says Steve Nahrwold, a psy-
chiatrist and director of the service,
which sees an average of 950 em-
ployees a year.

"We've destigmatized the pro-
gram by not identifying it with one
problem or another,” he says.
Workers seek help with one spe-
cific problem, but through therapy
may discover they've been using
alcohol or drugs to medicate or
mask their real concerns.

About half of the employees seek
help for emotional, marital or fam-
ily problems, 20% come in with fi-
nancial trouble and only 3% to 4%
actually are referred by their su-
pervisor or seek help for a sub-
stance abuse problem, he says.

"These things rarely fall into a
clean category," he says.

Indeed, Kennecott Copper Corp.
found that "65% of the workers
came to us with a problem that
wasn't their primary problem,”
says Otto Jones, a psychiatric social
worker who started an EAP pro-
gram at Kennecott before going off
to start his own business (See ac-
companying story on page 58.)

The thrust of Kennecott's Insight
program, Mr. Jones says, is to dis-
cover employee drinking and drug
problems in the early stages.

"Many people associate alcohol-
ics with skid row, but most are still
married and employed. They may
miss a few days of work or get
picked up for drunken driving
once or twice, but alcoholics are not
always so obvious,"” he explains.

Illinois Bell's Alcoholic Rehabili-
tation Program has had the benefit
of being a long-runnir-g plan that

CROSSWORD PUZZLE

has had good success.

"No longer is alcoholism consid-
ered a stigma or a moral issue. The
supervisor at Bell understands that
alcoholism is a serious illness that
impacts on the business and also
destroys the individual employee,"
says Dr. Fern E. Asma, assistant
medical director at the company.

There are currently 700 active
employees in the program and
about 100 family members of em-
ployees who receive counseling,
which is offered in-house by two
full-time counselors and Dr. Asma.

One -rend lllinois Bell has noted
in its alcoholism rehabilitation pro-
gram is the increase of problem-
drinkes who have a cross-addie-
tion to Valium or Librium.

"We see this primarily in the fe-
male referrals,"” says Dr. Asma,
who adds that seven of eight fe-

60. Duke or Day. 2 wcrds

61. Paulo

63. In a-. jifly

66. Actor Colman

66. Dutch airline. at)br.

67. When an insurance
company has not
been licensed in
a state. comp.
DOWN

2. Commercial casualty
coverage insuring
third parties
against any risk

3. Starr at

4. 'Itolley

5. Unit of mechanical

energy. abbr.

36. Leader in underwriting

management of excess

and surplus lines
41. Cubic meter, abbr.

42. Capital of Thrn. France

43 -id, Roman poet
44. Agreement between
primary insurer
and reinsurer
45. Section of playing

field. abbr.
46. Cowboy

1 2 3
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23

27 28
32

A C

41

a4a

4& New England state. abbr.

49. One of President
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and last name
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institution. abbr.
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projecting from
sloping roof
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llitate alcoholics

male referrals to the alcoholism
program are cross-addicted to Va-
lium.

Bethlehem Steel in Pennsylvania
just started an Alcohol and Sub-
stance Abuse Program, or ASAP,
on Sept. 1. That program has al-
ready enrolled 200 workers.

But a grassroots sort of campaign
has been going on quietly at Beth-
lehem Steel for the past two years.
It was started by Bob Gerhart,
chairman of the union grievance
committee, who saw that many
workers had job problems because
of drinking and drug abuse.

Mr. Gerhart, who the steel com-
pany has now tagged as the coordi-
nator of ASAP, says his previous
efforts resulted in 39 workers reha-
bilitated and only one lost to the
disability list.

He suspects three out of every 10
of the company's 16,000 workers
has an alcohol or drug problem.

"We have mostly alcoholism
problems," he says, "but I've seen
guys on heroin, marijuana, speed,
you name it. It doesn't matter what
they're on. If their reflexes are less
than 100%, it's no good."

The steel company has agree-
ments with two suburban Pennsyl-
vania treatment clinics where Blue
Cross/Blue Shield is willing to pay
for the cost of a 28-day rehabilita-
tion program, he says.

It's exactly that kind of program
that more employers should be of-
fering through their insurance
companies, says Mr. Delaney of the
Assn. of Labor & Management, Ad-
ministrators & Consultants on Al-
cohol, which is holding its yearly
convention Nov 17-20 in San Diego
to address those kinds of problems.

"Treatment for alcoholism and
drug abuse should be part of every
company's basic group health pol-
icy," he says. "If it's sold as a rider,
the coverage runs into competition
with other add-ons, like dental cov-
erage. The employer is going to
make a choice based on what the
majority of its employees are apt to
want in the way of benefits."

But for many small to medium-
sized employers, deciding what
benefits to offer can often be a non-
decision, especially when high
health care costs have caused many
to cut planned benefit increases.

Experts say an employer with
fewer than 1,500 workers usually
cannot justify the expense of a in-
house social worker or mental
health professional, but there are
ways of getting around that.

GM's Employee Assistance Pro-
gram's associate director suggests
employers look into working with
other companies on a consortium
basis where they could use the
same resources to save money.

"Together, a few medium-sized
employers can justify the expense
of hiring an outside social worker
who can service all on a per diem
rate," says GM's Dr. Daniel Lanier.

An employer that wants to offer
help to its employees can also con-
tact a local community mental
health center, which can provide a
professional to serve employee
needs at a very nominal rate, he
says. The National Council on Al-
coholism can make referrals to
agencies across the country.

A smaller company can even less
afford to ignore employees with
problems, says Dr. Sheila Akabas,
director of Columbia University's
Industrial Social Welfare Center,
the only center where future EAP
directors can receive training (see
related story, page 57).

The more dependent an em-
ployer is on its workforce, the more
it has to depend on them for high
productivity and good attendance,
she says.

Industry, and especially the
smaller employer, may be driven to
develop its own resources even

. more in the future, she predicts. .
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40 frequently occurring symptoms of drinking

. Hangovers on the job

. Showing up intoxicated

. Red or bleary eyes

. Hand tremors

. Flushed face

. Swelling of the face

. Loud talking

. Increased nervousness; irritability

Sensitive to opinions about his drinking

. Indignant when hiE drinking is mentioned
. More resentful of fellow workers

. More aggressive toward fellow workers

. More suspicious of fellow workers

. Tendency to blame other workers

15. Putting things off

. Less even, more spasmodic work pace
. Neglecting details formerly attended to

18. Lower quantity of work
19. Lower quality of work

. More mistakes or errors of judgment
. Leaving post temporarily
. Wanting a different job assignment

23. Avoiding boss or associates
*24. Drinking in the morning before going to
work
*25. Drinking at lunch time
26. Drinking during working hour.
27. Morning tardiness
28. Taking longer lunch periods
29. Leaving work ear-y
*30. Absenteeism, half day or full day
31. More unusual excuses for absences
32. Lost time-accidents off the job
33. Lost time-accidents on the job
34. Minor accidents om the job
35. Increase in minor illnesses
36. Sleeping on the job
37. Borrowing money from employees or asso-
ciation
38. Less neatness in dress or appearance
39. Unnecessary long-distance calls
40. Changed mood after lunchtime or other
drinking
*Among the firsttrinking signs to appear

Detecting drinkers
often is not easy
for the employer

Alcoholism can be as destructive
as cancer if it's not detected early,
but exactly when should an em-
ployer make it a company prob-
lern?

The answer isn't always that
clear: as lllinois Bell Telephone Co.
found out when analyzing the
track record of just one alcoholic
employee.

A 51-year-old male executive
was referred to the company medi-
cal department for a nealth evalua-
tion In 1970 because of poor job
performance poor morale and un-
explained absences from the job.

The employee, who had a mas-
ter's of business administration,
had undergone a medical examina-
tion the year before when the offer
was made to all management per-
sonnel.

During the 1969 exam, the execu-
tive admitted using alcohol only
three to four times weekly and said
he had no job or home problems.
His blood chemistry tests, however,
revealed a modestly elevated alco-
hol level.

During the second exam in 1970,
the worker still denied he drank
excessively, but his blood tests
showed an even higher level than
the previous year's tests. He was
confronted and offered help.

"He then revealed that alcohol
had been a severe problem for
about 10 years," said Dr. Robert
R.J. Hilker, medical director for IlI-
linois Bell.

It was decided that the employee
should be hospitalized, to which he
readily agreed as a way to save his
job.

He also finally admitted to fam-
ily problems with his wife and chil-
dren, and a follow-up examination
of his family found that his wife
was also a far-advanced alcoholic.
The children were counseled and
became members of ALANON, a
support group for families of alco-
holics.

Both the employee and his wife
were hospitalized in different facil-
ities, but neither was rehabilitated
the first time. It wasn't until the
worker's second hospitalization
that he finally realized he was an
alcoholic, Dr. Hilker says.

The employee is now a regular
member of two Alcoholics Anony-
mous groups, sees the company
counselor regularly and visits with
the physician in charge of Bell's re-
habilitation program.

Once back on the job, the em-
ployee explained his problem to his
co-workers and once again gained
their respect. "His job performance
is excellent and his wife has also
achieved a successful rehabilita-
tion," Dr. Hilker adds.

"Most alcoholic employees are
hidden and protected. The family
or the immediate supervisor may
try to deal with the problem in
their own way," he says.

It's estimated that 4% to 6% of
employees in any company are
problem drinkers-workers who
have a compulsive, uncontrollable
urge to drink. The drinking inter-
feres with the worker's normal li-
festyle by creating problems in his
daily life.

By identifying the problem
drinker early enough, there's a
chance for rehabilitation. Dr.
Hilker says.

Alcoholism, he says, can be easily
defined and understood by a busy
supervisor as habitual poor job per-
formance resulting from excessive
drinking.

An employee's drinking becomes
a company problem when:

- His work is reduced in effi-
ciency and dependability.

« The employee's drinking af-
fects his health.

* The employee's drinking af-
fects his personal relations on the
job.

= He has alcohol on his breath
during working hours.

* He has an attendance prob-
lem.

* There are complaints from
customers or other employees.

* There are frequent on-the-job
or off-the-job accidents.

» There are unexplained disa-
pearances from work assignments.
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Lloyd's infroduces computer crime cover

Continued from page 1

Burt and could ring him up
through his brokers and get a direct
answer from him while we con-
ducted our research.”

The resulting policy is designed
for financial institutions because of
Mr. Carbino's cooperation, said
David Newman, a deputy un-
derwriter.

"The wording at the moment for
the computer crime policy is
designed for banks. But the re-
sponse from all sectors of business
has been unbelievable. Clients are
extremely interested," he said.

"The policy shouldn't be difficult
to adapt to commercial enterprise.

We just need a Carbino in the com-
mercial world."

The electronic and computer
crime insurance policy presently
covers banks for up to $25 million
against theft through computer
fraud. But underwriters hope the
limit per occurrence will soon
reach $100 million dollars.

The policy, underwritten by
Lloyd's and Chubb Group, insures
against unauthorized access to
terminals, fraudulent preparation
of tapes or computer programs and
unauthorized access to a bank's
communications lines.

Activities of independent consul-
tants, engineers and programmers
and former employees with a
knowledge of the bank's computer
also will be covered. Fraudulent

use of other electronic communica-

tions systems by which messages
are altered or the sender uses a fic-

titious identity can also be included
in the policy.

Bank employees, however, are
not included in the policy, Mr.

Spreckley said, because employee
fraud is insured under the banker's

blanket bond coverage that most
banks carry. Liability is also not
covered, he said, because it would
take still more research for such a

broad risk.

"This policy has been geared as a
partner to the banker's bond," said
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Do you need to dis-
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New prices effective 1/15/81

Mr. Spreckley. "As far as we are
concerned, this policy is about
crime, not about something like
computer leasing. A thief these
days doesn't need a welder and a
bag of tricks to steal from a bank."

The policy's deductible, however,
will probably be high, said Mr.
Carbino who is a senior vp at Irv-
ing Trust. "Deductibles for the pol-
icy will be in the millions.But this
is determined by the size of the
candidate.

"These deductibles wil be compa-
rable to the banker's bond, which is
upwards of $2 million."

Not all banks will be able to buy
the computer crime policy. Eligibil-
ity will depend on the bank's secu-
rity and risk management
techniques.

"We firmly believe in risk man-
agement and have gone to extraor-

dinary lengths to incorporate risk-
management techniques,” Mr.
Spreckley said.

A company interested in the pol-
icy must first fill out a detailed
questionnaire about its computer
and security system. The un-
derwriters want to know whether
the system is centralized or decen-
tralized, in-house or operated by an
outside computer service. They also
are interested in the functions the
computer performs, the software
security system and the bank's data
processing budget.

From this the underwriters will
quote a premium, subject to revi-
sion after another, more detailed
survey is conducted within 60 days.
The premium may be high but, Mr.
Newman asked, "When some New
Yorkers transfer $100 billion daily,

what is expensive, really?"

Wood, Butkow & Kemp, a con-
sulting firm, prepares the questions
for the second questionnaire by an-
alyzing the answers from the first.
They point out specific areas on
which the underwriter and risk
manager should focus. The risk
manager helps out by identifying
certain high-risk areas. "This
doesn't necessarily mean it's a bad
risk, but it's concentrated in these
areas," Mr. Newman said.

When this process is completed,
an advisory team visits the bank or
company and examines the secu-
rity controls on the high-risk areas
to make sure they are as secure as
possible.

"If this computer insurance pro-
gram fails, it won't be because we
didn't do our homework,"” Mr.
Spreckley said.

Introducing the first
visioncare plan tor people who

If you'd like an inexpensive yet popular
way to improve your. benefits package,
look into John Hancock's VisionCare. It's
a unique coverage that supplements
your existing group program by providing
routine diagnostic and corrective eye cars.
VisionCare gives you the expertise in
claims systems that you've come to expect
from John Hancock. In fact, our exclusive,
on4ine claim processing and certification

I wanL cIGSE&TTSOR AT VISISHCare. PlEase send a brofnures toT

Npme

Tirle

Company

Street

can't see wasting money.

A lot of the security information
will pass directly to the insurers be-
cause of its sensitivity, the un-
derwriters say. "It will be treated in
the same way as kidnap and ran-
som," Mr. Newman said.

But for all its built-in risk manage-
ment and complicated wording, the
policy is still in a development stage.

"We are presenting risk manag-
ers with a little bit of a challenge,”
Mr. Newman said. "The wording is
flexible. We are, therefore, knock-
ing the ball back into the risk man-
ager's court. We, the insurer, will
consider anything, though we may
not agree with everything."

"l don't think the new product is
absolutely perfect yet," Mr. Car-
bino said, "but it is an important
start.

"It's something to build on and
that's the hope. "

system virtually eliminates employerpaper-
work altogether. What's more, VisionCare
is backed by a growing nationwide
network of over 10,000 vision care

professionals.

For a closer look at John Hancock's
innovative, low-cost Group VisionCare
Plan, send in the coupon below Or
call Paul H. Gregg, Vice President, at

(617) 421-6205.

VEIONOmE !

Stnnre 7ip
| Mail to: John-Hancock c/o VisionCare, T-54, P.O. Box 111, Boston, MA 02117.

/4 Mutual Life Insurance Company
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Airlines group wants higher coverage limit

Continued from page 2
velop the plan and eventually
chose Stewart Wrightson.

"The genesis of the idea came
from IATA itself,” Mr. Cells ccm-
mented.

London's top three aviation un-
derwriters, Ariel, Orion and British
Aviation Insurance Group, have
agreed to lead placings at the speci-
fied rates, Mr. Colls said.

"We don't see any hostility in the
(insurance) market to what we are
doing,"” Mr. Kelly said.

"They (the insurers) would be

getting more premium volume and
we would be getting a better pre-
mium, sc, it': one of those things
that benefits everybody," Mr.
Kelly explained,

The primary beneficiaries of
such a plan would probably be the
flag carriers of smaller Third
World coun-ries that have tiny
fleets and cannot currently afford
the premiums for more than $250
million in coverage, sources in the
insurance and aviation industry

said.

Airlines generally carry aircraft

coDear IRI:

| am very interested In
getting standard property

insurance overseas, but
have concerns about

service and coverage ...

IRI can help. With a staff of multilingual nationals who know
local laws, currencM language, customs, policies, business
practices, and engineering regulations. These on-the-spot
field engineers provide service from locations that are based
as geographically close as possible to insured properties.

liability for passengers and third-
party claims and aircraft physical
damage in one policy.

Airlines with the greatest po-
tential losses are those with wide-
body aircraft that fly regularly into
busy airports, industry officials
said.

However, the IATA-Stewart
Wrightson plan calls for a basic
per-aircraft rate regardless of size.

Premiums would vary, however,
according to the mix of wide-body
to standard-size aircraft in an indi-

vidual airline's fleet and according
to the total number of aircraft in
the fleet. The excess coverage could
cost anywhere between $250 and
$2,500 per aircraft, Mr. Kelly said.

The excess premium for a typical
airline with a 50-plane fleet might
be between $75,000 and $100,000,
Mr. Colls said. The minimum pre-
mium for an airline wishing to pur-
chase $500 million in excess cover-
age above $250 million would be
about $25,000, he added.

The rates and estimates of likely
premiums have been circulated to

IRI can also help by putting together one Master Policy
that coordinates local (or admitted) coverages with standard

American contracts. This single policy

simplifies paperwork, plugs gaps in
coverage, and qualifies premiums as
a tax-deductible business expense
in many countries. For free informa-
tion on how IRl makes foreign insur-

ance more familiar, send in the coupon

below.

11dustrial

nsurers

| d like to know more about IRl and foreign property insurance.

Rigase.senckme-your new brochure, "Property Insuance for

" Name

Title

Company
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Mail to: Communications Department,

Industrial Ri%I%g_surers, 85 Woodland Street,

Hartford, CT O

81 1116

IRI.Wecanhelp.

IATA members, but would be
available to any commercial air
carrier, including domestic U.S.
airlines, Mr. Colls said,

Among U.S. airlines that have
been approached by IATA on the
group plan are United, Braniff,
Eastern, Pan Am, TWA, American
and Flying Tiger.

Representatives of U.S. airlines,
which are reportedly not among
the original backers of the group
excess plan, appeared to be adopt-
ing a wait-and-see attitude toward
the IATA's proposal.

"We're studying it right now,"
said Michael G. Stoeckert, manager
of corporate insurance administra-
tion. for American Airlines Inc. in
Grand Prairie, Texas.

Mr. Stoeckert acknowledged that
among the large airlines' concerns
is whether the overall rate they
would have to pay for added cover-
age would be greater or smaller
than what they could achieve indi-
vidually.

"It's not a big deal, nothing that
firm, just an idea," says Howson
Johnston, the Montreal-based air
transport director for the Aviation
Transport Assn. of America, an or-
ganization of 33 U.S.-based carriers.
He said the ATA members are con-
sidering "whether we should use

this excess

our own devices to carry

coverage."

"We're considering additional
limits, but we don't think $750 mil-
lion is needed," says Gordon E. Gil-
bert, insurance manager for North-
west Airlines Inc. in Minneapolis.
"Right now I'd say we're not in-
terested in $750 million. . .(but)
there's capacity out there and if we
wanted to go out and buy $750 mil-
lion, we could."”

Northwest and American both
have large B-747 and DC-10 fleets.
American is a member of IATA;
Northwest is not.

Airline sources say early support
for an excess liability group plan
came from two international car-
Mers, Japan Air Lines and Quantas
Airways.

Both airlines have traditionally
been concerned about liability risks
although they carry more than
adequate insurance themselves, the

sources added.

Various sources estimated that
current liability limits for world-
wide scheduled air carriers-with
the possible exception of some U.S.
commuter airlines-range from a
low of $250 million for small, re-
gional airlines or Third World car-
riers to a high of $600 million for
the largest international airlines.

But even those amounts might
not be sufficient if a wide-body air-
line "came down in an industrial
complex near an airport," warned
Mr. Kelly. "We estimated that
could cost $1 billion to $2 billion."

The biggest concern of the IATA,
Mr. Kelly said, is not with passen-
ger claims, which can be quantified
fairly easily based on previous

claims experience, but where a dis-
abled aircraft comes to rest on the

ground.

Among the, worst-case scenarios
painted by Mr. Kelly, Mr. Colls and
others are:

- If an aircraft landing or taking
off collided at a major airport with
several other aircraft waiting to do

the same.

- If two.aircraft collided in mid-
air over a major metropolitan area
such as New York City and did ex-
tensive third-party damage on the
ground.

Mr. Kelly's scenario almost oc-
curred in early October in Holland,
Mr. Colls said, when a twin-engine
turboprop aircraft operated by a
subsidiary of KLM-Royal Dutch
Airways crashed within 500 yards
of amajor oil refinery.
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Center trains future EAP personnel

Ms. Akabas

"If an employer has a person
with a suspected drinking problem,
the sooner he or she is confronted,
the better it is," Dr. Hilker says.

"Don't cover up for him. One of
the underlying facts about this ill-
ness is that the victim can recover
only with outside assistance. The
earlier the treatment, the greater
the hope for rehabilitation.”

The employee should be told, Dr.
Hilker says, that he or she is in seri-
ous trouble and that his behavior
will no longer be tolerated.

The employer should forget
about finding the "right" time to
discuss excessive drinking with an
alcoholic employee, according to
the American Management Assns.

"If you have an alcoholic on your
staff, you may say to youself 'Do |
have the right to invade this man's
privacy?"™ the AMA says in its
booklet, "What to Say to an Alco-
holic.”

"A little thought should make a
supervisor realize that the em-
ployee's drinking on or off the job
is no longer a private matter. The
responsibility for handling the
problem will probably end up in
the supervisor's lap.

"If there is a company medical
department, they may be able to
help. But often the employee will
simply ignore its advice or warn-
ings. If the man is in top manage-
ment, it's unlikely that the medical
department will openly label him
an alcoholic.”

A supervisor should not urge a
problem drinker to be "moderate"
or tell the worker he’'ll die of liver
trouble if he doesn't lay off the bot-
tle, the AMA adds.

He's heard scare tactics before, at
home or with friends. He needs to
be told that his drinking-and
nothing else-is causing problems
in your operation and that the com-
pany will not stand for it.

The employee should be told that
he must consult a psychiatrist or
contact Alcoholics Anonymous im-
mediately, the AMA suggests. -

HSP certification

exams scheduled

SEABROOK, Md.-The Interna-
tional Healthcare Safety Profes-
sional Certification Board has an-
nounced a partial schedule of
Healthcare Safety Professional cer-
tification examinations for next
vear.

The examination will be held
June 9 in Washington, D.C., and
Oct. 20 in Chicago.

Applications for certification
must be received by the HSP board
no later than 60 days before the ex-
amination.

For information about other ex-
amination dates, the HSP Academy
and other activities, contact the In-
ternational Healthcare Safety Pro-
fessional Certification Board, 9413
Jones Place, Seabmok, Md. 20706;
SO1 T e,sSa SO S. -

NEW YORK-Future employee assistance
program directors are being churned out
every year at Columbia University's Indus-
trial Social Welfare Center.

It's one of the few professional training
schools of its kind in the United States. Every
year, 30 to 40 social workers graduate as spe-
cialists in helping employers find solutions to
problems that save them people and money.

"Our training is designed to help staff peo-
ple at a company identify who has a problem
-regardless of what the problem is," said Dr.
Sheila H. Akabas, director of Columbia's cen-
ter.

The broad approach in the workplace mini-
mizes the stigma attached to an employee as-
sistance program, she says, because emphasis
is placed on counseling employees with a wide
range of personal difficulties, from alcoholism

and drug abuse to family and financial prob-
lems.

"We, as a society, need a new coping pattern
for our population,”" she told other mental
health experts at the General Mills American
Family Forum held in Washington last May.

"And since the neighborhood, the church
and even the family are not what they used to
be, we need a replacement-a new gray mare.

"l would like to suggest to you that that new
gray mare can be help without hassle at the
workplace," she said.

Columbia University's Center, she said, is
set up to help employers establish a system of
self-referral for employees with problems.

Research has shown that workers who seek
help on their own bring their problems to the
forefront earlier than problems in reticent
workers, which are recognized and forced into
the open by an employer. Research also has
demonstrated self-referrals are much more
comfortable talking about their problem than
those "called on the carpet.”

One way of making it known that a com-
pany does have some sort of employee assis-
tance program is to insert short memos in
workers' paycheck envelopes. That way, an
employee's spouse might see that he or she can
get help for the worker, who might not want
to admit he has a drinking problem.

"Over the long run, I'd like to see self-refer-
rals increase so much that | would be out of a
job," Dr. Akabas said.

Another major component of Columbia's
student program, she said, is to train on-line
supervisors and middle management to detect
changes in behavior and performance of
workers who are trying to quietly cope.

The annual cost of in-house or contract ser-
vices ranges from $12 per employee to a high
of $80, but the average annual cost is about $15
for every eligible employee, says the Wash-
ington Business Group on Health, which has
studied the cost of mental wellness.
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Firm helps employees solve problems

MURRAY, Utah-Some companies are buy-
ing employee maintenance programs that
leave the fixing to the professionals and the
profitable results with the employer.

One such program, developed by the former
director of a pre-treatment intervention pro-
gram for alcoholic workers at Kennecott Cop-
per Corp. is called Human Affairs Inc.

Its presidens, Otto F. Jones, left Kennecott in
1973 and has since sold his program to 21 com-
panies that service some 410,000 employees in
the United States and Canada.

Employee problems, says Mr. Jones, quickly
become employer problems if left unresolved.

The concept of the employee assistance pro-
gram he devised allows employees, retirees or
dependents to use the Himan Affairs staff of
counselors for any problem they may have, at
any time of the day or night.

The counselor will meet with the worker
wherever the person is most comfortable-to
remove as many barriers a possible, Mr. Jones

said.

"By calling a program an aloohol or drug
program, severe limitations are placed on the
scope of'those who will seek help," Mr. Jones
said.

To use such a program, a person would first
need to identify himself las an "aloholic" or
"drug abuser"and in most eases, "a person will
deny that until it reaehes the severe stage,” he
said.

He promises that employees with problems
that use the program will show attendance im-
provements of 50% to 60%; emfloyer hospital,
medical,and surgical costs.will decrease about
40% to 60%; and accident costs will decrease at
.east 40%.

"Dollar return on investment varies with
circumstances, but ordinarily it ranges from 3-
to-1 to as high as 6-to-1," Ihe program's diree-
tor explained.

Human Affairs Inc. promotes self-referrals,
but if, for whatever reason, the persondoes not

request assistance, a friend, neighbor, supervi-
sor or any concerned person car. try to get the
emplcyee some'help.

When an employer contracts with HAI, reg-
ular publicity nctices are delivered to workers,
advising them of the counseling service.

Monthly and yearly» reports are also made
available to the employer showing the number
of workers ising the program, the type of
problem presentedand if the employee was re-
ferred for treatment.

Hu*.an Affairs also provides financial re-
ports to the employer to show how absentee-
ism, sickness and accident benefits and hospi-
tal, medical 'and surgical' costs will drop once
theprogram is in force.

Professicnal liability insurance for all of the
counselors is purchased so thatlhe Human. Af-
fairs Inc. assumes all liability for the program.

The average cost for the entire program av-
erages from $1 to $1.50 per employee per

month.

markets

Underwriting

management
firm formed

A new surplus lines under-
writing manager in Chicago will
specialize in professional liability
mnsurance.

Professional Managers Inc. has
been formed by John VVan Cleave,
formerly president of INAX in
Chicago, the INA subsidiary specia-
lizing in professional liability, Mr.
Van Cleave formed PMI with other
former INAX employees who all
decided not to move when INA
moved the entire INAX operation
to New York.

PMI has exclusive authority to
underwrite and administer non-
medical professional liability pro-
grams on behalf of Fremont In-
demnity Co, of Los Angeles. This is
a new line for Fremont, which is
best known as a workers compen-
sation insurance underwriter on
the West Coast that has been ex-
panding its business interests.

PMI will specialize in coverage
for architects, engineers, lawyers,
accountants, insurance agents and
brokers, actuaries, real estate
agents, school boards and public of-
ficials, Mr. Van Cleave said. It has a
capacity of $5 million per risk.

Other officers include Guy Cal-
houn, executive vp and chief
operating officer; Madeline Payne,
senior vp; and Daniel Ryan Ill, vp.

PMI is available as a market
through retail and wholesale agents
and brokers in 25 states where Fre-
mont Indemnity or its surplus lines
subsidiary, Comstock Insurance
Co., currently operate. Applications
pending in the other states should
be approved by mid-1982, Mr. Van
Cleave said.

PMI is located at 2 North River-
side Plaza, Suite 1460, Chicago, lll.
60606, 312-559-0101.

Closes doors

Scor Risk Management Inc., the
Irving, Texas,-based risk manage-
ment consulting subsidiary of Scor
Reinsurance Co., has closed its
doors to new clients after two years
in business.

Founded in 1979 to provide risk
management and captive manage-
ment services, Scor Risk Manage-
ment had six employees and 15 eli-
ents when the parent company
decided late last month to deacti-
vate it by the first of the year.

The decision was based on a "re-
view and re-emphasis in corporate
marketing strategy," said Scor Re-
insurance Assistant General Coun-
sel Malcolm Robinson. "It's not to-
tally dissolved; it could be reacti-
vated in the future.”

The risk management company
was breaking even on its own ex-
penses, but not meeting corporate

overhead costs, said forrner presi-
dent Tom Miiller.

Current clients will continue to
receive the services they con-
tracted for, Mr. Robinson said, al-
though Scor Re expects some cli-
ents to move to other consultants,
he admitted.

Scor Risk Management is being
wound down under the direction of
Vp Jim Bass, who has been offered
a position with the reinsurance
company.

Mr, Miller has established his
own risk management consulting
and captive management company
in the Dallas area called ETM Man-
agement Co. With a staff of three,
ETM already is servicing two for-
mer Scor Risk Managament clients
and plans to concentrate on alter-
native risk-funding mechanisms.

ETM Management Co. is located
at 1701 Greenville Ave., Richard-
son, Texas 7508 1.



Workers file

asbestos claim

Continued from page 2

a precedent for legal action outside
the workers compensation system
when an employer's fraudulent

and intentional concealment of a

hazardous condition caused aggra-
vation of a disease.

The California Supreme Court
ruled last year in an asbestos-re-
tated case against Johns-Manville
Products Corp. that a worker suf-
fering an industrial disease can sue
his employer for fraudulently con-
cealing the disease and its cause
IBI, July 28, 1980).

"Pacific Telephone & Telegraph
Co. intentionally failed to reveal its
knowledge of said (asbestos) risk
and consciously and actively con-
cealed and suppressed said knowl-
edge from its employees," the law-
suit contends.

Pacific Telephone had no prior
knowledge of hazardous condi-
tions, counters a company spokes-
man.

As soon as the possible presence
of asbestos fibers was brought to
the company's attention, work
stopped and air samples were sent
to an environmental laboratory for
analysis, he said.

Subsequent on-site testing con-
ducted by the telephone company
found that asbestos levels did not
exceed safe levels set by the Occu-
pational Safety and Health Agency,
the spokesman added.

The other defendants, who are
asbestos manufacturers or distribu-
tors, are charged with conscious
disregard for the safety of product

They had specific prior knowl-
edge that there was a high risk of
injury resulting from exposure to
asbestos but did not try to protect or

warn users of the danger, says the
Suit.

All of the 31 plaintiffs have filed
workers compensation cases as well
as civil suits, confirmed Pacific Tel-
ephone. The first case will be heard
before the Workers Compensation
Appeals Board in January and is
expected to set a strong precedent
for the others.

The exposure occurred over a
six-week period from May through
June 1980 in a 30-year-old building
where Pacific Telephone was re-
modeling a switching office. Large
cables containing telephone wiring
that were lodged between two

floors had to be torn out.

An asbestos product was used to
insulate the cables between the
floors and workers had to dig it out
to dislodge the telephone cables. No
breathing apparatuses or other
safety equipment were used.

"None of the employees knew
what the stuff was until two em-
ployees of Western Electric saw
what was going on and told them,"
Mr. Robinson said. Before that time
workers were not aware that expo-

sure to asbestos presented any
risks.

Asbestos makers and distributors

named in the suit include: Johns-

Manville Corp., Fibreboard Paper
Products Corp., Owens-Corning
Corp., GAF Corp., Combustion En-
gineering Inc., The Celotex Corp.,
Unarco Industries Inc., Raybestos-
Manhattan Inc.

Also, Standard Asbestos Manu-
facturing & Insulation Co., The
Flintkote Co., Armstrong Cork Co.
J.P. Stevens Inc., Thrope Insulation
Inc., Crown Cork & Seal, Sepco
Corp., Nicolet Industries, Amatex,
Claremont Inc., Eastern Refrac-
tories, H.R. Porter Co., Pittsburgh
Corning Corp.

Also, Rock Wool Manufacturing
Co. Inc., Atlas Asbestos Co., Eagle-
Picher Industries Inc., 48 Insulation
Corp., Acands Inc., Munder Cork
Inc., Ruberiod Co., Keesby & Man-
hattison Co., Phillip Carey Manu-
facturing Co. and Pabco. .
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Insurance placed for RCA satellites

Continued from page 1
added.

Mr. Whatnough admitted the
cost of coverage was very slightly
higher than before the Satcom Il
calamity-which plunged the line
into the loss column. The change in
the ratio of premium to insured
value is hardly material, he said.

RCA declined to give the price of
the package, but brokers who had
seen the risk circulating in the
market put the cost at about $50
million. Premium in approximately
equal portions is payable prior to
launch of each satellite.

Mr. Whatnough described the
coverage as "highly- complicated”
but said it contains three basic ele-
ments: ground-property or pre-ig-
nition coverage, combined launch
failure and life insurance (business
interruption coverage) and no-
claims bonus insurance (BIl, Aug.

10).

:f the five satellites are success-
fully launched and operate without
a hitch, there is a 20% no-claims
bonus payable at the end of the pol-
icy period. And RCA has purchased

Nno-claims bonus insurance to as-

sure it gets that amount back even
if there is a loss.

A surplus lines broker told Busi-
ness Insurance he saw this separ-
ately written coverage offered for
$3.5 million.

Mr. Whatnough said the terms
and conditions of the package poli-
cies are not much different than
they have been for individual satel-
lites with a few exceptions:

When Satcom | went up in 1975
there was no such thing as satellite
life insurance. RCA was the first to
buy it before Satcom Il was
launched and the coverage was also.
extended to include Satcom |, al-

ready in orbit.

Originally, launch and life insur-
ance were two separate policies,
now they are combined, said Mr.
Whatnough. This change elimi-
nates the potential for a coverage
dispute when a loss occurs-during
the launch or later in its life.

The largest part of the $452 mil-
lion risk is placed with Lloyd's un-
derwriters and British insurers, Mr.
Whatnough said. Lexington Insur-
ance Co. has the next biggest chunk
and is one of 15 non-British insur-
ers underwriting the risk.

The five satellites are each fully
insured for slightly different
amounts. Both Satcom HIR and IV
are valued at $89 million. The next
satellite, to go up in October 1982, is
the first of a new generation built
by RCA and is valued at $93 mil-
lion. The fourth and fifth satellites

are valued at $91 million apiece and

are set for launch in March and

September of 1983.

RCA collected insurance against
the loss of Satcom Ill promptly and
according to policy provisions, Mr.
Whatnough said. The claim was
paid within 60 days after submis-
sion of proof of loss to insurers.

According to terms of the policy,
the satellite was determined to be
lost if it was not at a prescribed
point in its geosynchronous orbit at
a prescribed time. U.S. Defense De-
partment and RCA tracking sta-
tions lost sight of Satcom Il shortly
after takeoff.

Mr. Whatnough praised the ex-
pertise of Marsh & MeLennan's
aviation department, which he said
pioneered satellite insurance and
has kept a leg up on the competi-
tion. M&M has placed all of RCA's

satellite coverage, starting with its
first launch in December 1975. .
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Gorilla cover

Continued from page 2

new home will be the most critical rage of dieticians, a cirator, a pri- premium was $2,750,
for Ramar "A lot of times animals vate handler, veterinarians and
are susceptible to stress/' said Al therapists are catering to the ape

Fontana, the zoo's assistant direc-
tor "We were concerned that there parently aren't convinced Ramar's

another animal

Both coverages are underwritten

"When he finally met his first fe- build his sperm count Therapists

To head off any fatal trouble by the Nutmeg Insurance Co, a di- male, he was intimidated and will hope to cook up a mind-easing
with the gorilla and encourage him vision of Hartford Specialty Co, a cowered, ' recalled Frances Hanra- solution to Ramar's lovemaking
to dabble in love again, an entou- subsidiary of The Hartford Total han, the Marsh & McLennan bro- problems Veterinarians will moni-

However, zoo officials ap- office
Ramar's love odyssey began 25

Coverage was placed by Marsh &

ker who handle the coverage

ing stories about the timid ape

"Matin

tor his vital signs and Ramar will
"He couldn't stand up to the fe- be allowed to ape around on his
McLennan Inc 's Coral Gables, Fla males," added Ms Hanrahan relat jungle gym, wade in his new pool
and roam around his spacious open
gorillas is not an easy paddock that's designed to resem-

could be stress and Ramar would be bashfulness is an uncnarging con- years ago when North Carolina zoo process," said Metro Zoo's Mr Fon- ble the West Africa habitat Ramar
more susceptible to disease Ordi- dition On his way to the Metro officials loaned him to the Phila- tana "We believe sometimes a left years ago

narily. we do not take out such po- Zoo, a $1 million thirc-pErty habil- delphia Zoo, hoping to provide the change of environment, the climate
ity insurance policy covered Metro right romantic setting
Ramar's policy, which expires Zoo for any damages the gorilla

Dec 3, covers all perils Ramar might do to others enroite to his tled in scenic Fairmount Park
failed to do the trick

licies™ "

could encounter except injury by new home

Even the Philadelphia Zoo nes- difference "
In his new home, dieticians will And when he does, they hope he
dish out nutrient-laden foods to monkeys around .

Zoo officials said it will be at least
and an open-air setting can make a one month before Ramar will come

into contact with another gorilla

classified advertising

RATES AND CLOSING TIME:

Published every Monday. Copy in wntten form in Chicigo office not later than
noon Mondav, 7 davs preceding pubhcation date. Dispray classified takes card
rate of $55.00 per column inch with card discounts on s:ze and frequency. Cash
with order Responses to Business Insurance blind bor cds are forwarded daily.

Business Insurance

Circulation
Breakdown™

Commercial Consumers

Administrative Management
owners, presidents,
vps, etc 6.635

vps of finance, secretanes,

treasurers, etc 9,335
Insurance Management

vps, directors, managers of

insurance, nsk, benefits,

compensation, safety,

secunty, etc 5112
Government, Associations,

Unions, Educational

Institutions 952

Commercial Consumers

Sub-total 22,034
Insurance Agents

& Brokers 9,486

, Insurance Cos 4,486

Financial Institutions 202
Actuanes, Attorneys,

Adjusters, Appralsers

& Consultants 2,135
Others allied to the field 752
TOTAL 39,185

Source Business/Occupational
breakdown of qualified circulation,
May 4, 1981 Issue, as submitted to
BPA for June 1981, SPA Publisher s

Statement

DIRECTOR OF
INSURANCE

is seeking a sea

S0Nre,Corportne insurance and risk

management executive The pos,
hon requires familiarity with group
benefits, loss control, workers
comp, and property & casualty In
surance, with experience m group
benefits administration and self
insurance COMPENSATION COMEN
SURATE WITH EXPERIENCE & ABILI.
TY Please send resume to
John Neubert
THOMAS GROUP, INC
Thomas Building
P O Box 81247

Atlanta, GA, 30366

WANTED:

General Agencies

Interested m purchasing Gen-
eral Agencies in N Y., N.J.,
PA area. Flexible arrange-
ments based on agency size
and mix of business. Replies
confidential.

BOX 503
BUSINESS INSURANCE
740 Rush Street

CENTRAL FLORIDA
INSURANCE AGENCY

Priced at 24 times commiis
sions of $125,000 One third down,
balance over 35 months p us 12%
interest Principals only write to

Box 508, BUSINESS INSURANCE

740 Rush St Chicago, Ill 60611

Central Florida Based
Growth Oriented Captive
Management Company

Unusual opportunity for ambitious
underwriter with at least 5 years
commercial lines underwritirg, with
a good track record and manage
ment skills, who desires independ
ence and authority
Also, position available for :om
mercial lines rater with good track
record and training skills

Salary commersurate with ex
perience Send resume with com
plete salary history to

BOX 511, BUSINESS INSURANCE
740 Rush St Chicago, Il 60611

Replies will be held in strict
confidence

Matt ads to Barbara Toshef, Business Insurance, Classifted Advertising Dept.,
740 N. Rush St., Chicago,IL 60611.Call (312) 649-5340formore information. Telex
Number 25-4248. No verbal phone copv accepted. Responses to Bunness Insur-
ance blind box advertisements mustflt into a regular business-size envelope.

INSURANCE

DIRECTOR

PROPERTY UNDERWRITING
E/CESS AND SURPLUS

A leajing Insurance brokerage firm
seeks a results oriented, self start
er to assist in establishing a new
excess and surplus managing gen
eral agency in Stamford, Ct This
ts a start up operation and re
quires an individ.ial with a proven
record of underwriting Skills and
accomp'ishments

The deal candidate will possess a
minimum of 8 10 years of insur
ance erperience underwriting jum
bo property risks Some of this
experience should be with a pri-
mary cgrrier, with the latter sev
eral years in excess and surplus
lines Good communication skKills,
both written  ana verbal, are re
quired

We offer a ful array of benefits
and a very generous starting sal-
ary for the right individual Inter
ested candidates, please send
resume with salary history and
requirenents to

Box 510, BUSINESS INSURANCE

740 Rush St Chicago, 111 60611
Equal Opportunity M/F/V/H

MARINE CLAIMS
SUPERVISOR

Southeast Florida

Leading Florida marine in-
surance broker has growth
opportunity for candidate
with commercial Marine
Claims background to as-
sume supervisory responsi-
bility of marine claims ac
tivities

Prefer 3 years marine
claims experience with in-
surance company or major
marine broker Excellent
salary and comprehensive
benefit program

-Risk Managemeni-

« Corporate

Nalional « Insurance

Placement Company

- Brokerage

MARTY HODES, ARM
(212) 697 3358

IRM Division

( E[E D s

- NManmnagerrment

Career Guides Agency -
415 Lex Ave , NYC 10017

RISK MANAGER

The South Central Educational Risk
Management Program (SCERMP) ts
seeking a full time risk manager
with a minimum of five years of
insurance experience SCERMP is a
consortium of ten Florida district
school boards joined together for
the purpose of funding a risk man-

ment program for the insurance

Reply in confidence includ- needs of the ten members

Ing salary history to-
FRANK B. HALL & CO.
OF FLORIDA
P.O. Box 343800
Coral Gables, FL 33114
Attn: Personnel

Equal Opportunity Employer

This is a unique opportunity for
personal growth and development in
a new and expanding program
Beginning salary $27,344 Send
resume to Mr Hal K Wilson,

Assistant Director of Finance
THE SCHOOL BOARD OF
ST LUCIE COUNTY
2909 Delaware Avenue
Fort Pierce, Florida 33450

An equal opportunity employer

Chicago, lllinois 60611

Sr. Account Executive

Group Insurance

-he EQUITABLE LIFE AS§]UAANCE SOCIETY in New York City ts seeking a high

level account executive wi

« at least 10 years experience as an Account Executive or Consultant handling

Fortune 100 companies
« thorough knowledge of all aspects of benefits and funding in Group Insurance
« ability to deal effectively with senior management

send resume to E. Nordgaard

Vice President

Equitable Life Assurance Society of the U S
1285 Avenue of the Americas, Area 171
New York, N Y 10019

An Equal Opportunity Employer

-RISK MANAGER-

Our client, a major corporation located in a
small Upper Midwestern city, has an immediate
need for a Risk Manager to handle Its world-
wide insurance program. The individual selected
will have 10+ years of stable experience in prop-
erty/casualty Insurance (with some experience in
the benefits area) Candidates should currently
be in a risk management position with a corpora-

tion

Excellent relocation program and benefit pack-
age, with a salary to $50,000.

Quallified individuals are invited to write or call
Brian Devlin for a confidential discussion.

I JACOBSON
ASSOCIATES

221 N LaSalle St . Chicago. 111 60601 « 312/726-1578

Commercial Union Insurance

Companies
Is Pleased to Announce Its

Opportunity for an

INTERNATIONAI.
RISKS EXECUTIVE

The Internationdl! division of Commercial Union In
surance Companies is seeking a seasoned executive
capable of building our current operation imo a maor
market for international coverage We Invite y(,u to

consider this challenge if your creden-ials include
the following

< a minimum of 7 years international under-
writing experience

ssensitivity to those socio-economic conditions
affecting the international marketplace

- established international insurance contacts

« the resolution, zeal and tenacity necessary to
lead this development effort

Our international division which is New York
based, works in close cooperation with our Lon-
don office and has direct accountabilities to our
Boston headquarters. We will naturall> provide
you with an excellent compensation package. If
your goals parallel ours, please submit your

qualifications in strictest confidence to: John L.
Ward, Commercial Union Insurance Com-

panies. 1 Beacon Street, Boston, MA 02108. An
equal opportunity employer, M/F.

C Commercial Union_
U Insurance Companies

Inurane

PROFESSIONAL INSURANCE COORDINATOR
University of Florida

The University of Florida's J Hillis Miller Health Center insurance
Trust Fund invites applications for the position of Professional
Insurance Coordinator The Insurance Trust Fund provides professional
and general liability insurance protection for the colleges of the J
Hints Miller Health Center, and its affiliated hospital The position
ts responsible for the management of professional and general li-
ability claims and loss prevention at the University of Florida's J
Hillis Maller Healt, Center and the University of South Florida Medical
Center This position reports directly to the Trust Fund Administrator.
Requires bachelor's degree from an accredited institution plus mint-
mum 5 years experience in insurance risk management related to
medical professional liability Applicants with an equivalent com-
bination of educational and expertence will also be considered, pro-
vided credentials include at least a bachelor's degree Liberal fringe
benefits are provided Deadline for application is December 3, 1981
Candidates should send resumes and letter of application to Mr
George P Bradley, Employment Manager, 337 Stadium, University
of Flonda, Gainesville, FL 32611.

Equal Employment Opportunity/Affirmative Action Employer

M, MNM%™ Wy

SELF FUNDED
GROUP BENEFIT PLANS

We are a third party administrator with headquarters in
Warren, Michigan.

) This is annglxceptional opportunity for a group benefit

< professional.
> Your responsibilities will be the management of fund-

PBE BEmS S aRAPvdn Banert egotiations and

IL, other related management.
> Compensation open and dependent on qualifications
' Send resume in confidence to:

Box 509, BUSINESS INSURANCE

740 Rush St. Chicago, ill. 60611



INA-CG merger

Continued from page 3

ance business in 1980, according to
statistics from the National Assn. of
Insurance Commissioners.

CG, with net life health premi-
ums of $1.86 billion and prop-
erty/casualty premiums of $1
billion, controlled 1.5% of the mar-
ket, the NAIC says.

Since INA is relatively weak in
life lines but CG has significant
property/casualty business where
INA is strong, federal regulators
worried about antitrust will proba-
bly focus on property/casualty
lines.

A Business Insurance analysis of
market share statistics from the
NAIC revealed several lines in
which the merged company would
be a significant competitor in con-
centrated markets. The key ques-
tion, as a Justice Department
spokesman pointed out, is what the
Reagan administration would

choose to regard as "concentrated”
under antitrust laws.

"The antitrust division has

guidelines that define four firms
sharing 75% of a market as 'highly
concentrated, " said Thomas M.
Stewart, the spokesman. "There
have been court cases, however,
where the courts have applied that
definition where there are as few
as four companies with 30% to 40%
of the market."

Mr. Stewart noted that the anti-
trust guidelines are those estab-
lished by previous administrations
and are under review by the Rea-
gan administration.

The NAIC figures show that:

= North American General
would lead in the commercial mul-
tiperil line with 10% of the busi-
ness, followed by Fireman's Fund,
Aetna and The Home Insurance
Co. of New York. Together, these
top four companies would control
25.9% of that line, up from 22.8%
among the current top four. A total
of 517 firms competed for $6.8
billion in premiums in that line
during 1980.

* In the ocean and aircraft com-
bined lines, North American Gen-
eral would also lead all other insur-
ers with 16.1% of the market, with
the closest competitor, Continental,
garnering 11.7%. The top four firms
would then be writing 38.6% of the
premiums. Overall, 225 writers
shared $1.2 billion in ocean and air-
craft premiums last year.

* In the expanding reinsurance
market, where Connecticut Gen-
eral was not a major factor in 1980,
INA already writes 10.7% of the
premiums compared with the
leader, General Reinsurance, at
26.5% and the runner-up, Pruden-
tial, at 12%. The top four reinsurers,
including Kemper, controlled
53.8% of the market in 1980. Over-
all, 329 writers garnered $2.7
billion in reinsurance premiums.

= North American General
would become the fourth-largest
workers compensation insurer
based on 1980 NAIC figures, with
4.9% of the market behind Liberty
Mutual, Aetna Life & Casualty and
Travelers. The top four would then
be writing 25.8% of those premi-
ums, which totaled $13.8 billion last
year.

"There is also a possibility of re-
gional markets where the market
shares might be considerably
larger," the FTC source added.

INA and CG officials say they do

tion within each state.

ANnd Connecticut Insurance
Commissioner Joseph C. Mike
noted, "Obviously, one of the areas
that has to be examined in this par-
ticular proceeding is the impact on
the market. They are large enough,
so we have to ask about the effect
on the market.”

Robert D. Kilpatrick, CG's presi-
dent and chief executive officer,
however, said response from regu-
latory agencies has been good.

"We're confident that we're
going to put something together
here that will be a leader in the
business," said Ralph S. Saul, chair-
man and chief executive officer of
INA.

The merger combines INA's
strong property/casualty and inter-
national operations with CG's qual-
ity group health and life insurance
business, strengthening the weak-
nesses of each company.

The combination also could cre-
ate a strong contender to offer true
group auto and homeowners insur-
ance, a package policy of prop-
erty/casualty and life/health in-
surance and a new international
benefits network.

Analysts and brokers describe
the merger as a "perfect fit."

INA is a giant in the prop-
erty/casualty field but has lacked a
group operation in a market do-
minated by big accounts. It could
have spent years developing such a
presence, noted A. Micheal Frin-
quelli, an analyst with Salomon
Brothers. But now, with CG, INA
becomes a strong contender in "one
shot.”

The merger also gives INA the
opportunity to broaden its product
base to a less cyclical mix than the
traditionally topsy-turvy prop-
erty/casualty business, noted John
A. Bogardus, president and chief
executive officer of Alexander &
Alexander Services Inc.

For CG, the merger offers not
only INA's international operation,
but also new strength for CG's
small property/casualty company,
Aetna Insurance Co.

Robert Brokaw, an analyst with
Mabon, Nugent, said that "Little
Aetna," as it is called, is not large
enough to afford the new technol-
ogy that will be required to provide
an adequate level of service at a
reasonable cost. The merger gives
this company the necessary re-
sources to stay competitive, he said.

INA also may.very well bring
some innovation to the new com-
pany, noted Sam Alcorn, senior vp
at broker Bayly, Martin & Fay in
Los Angeles. INA underwriters are
"very dynamic" on major accounts,
he said, a reputation that CG has
not developed. "l would expect a
little of that innovation to cross-
breed," he said.

The commercial insurance buyer
will be dealing with a "stronger,
more flexible company," said
Johnson & Higgins President and
Chief Executive Officer Robert
Hatcher.

Several analysts and brokers
predict that North American Gen-
eral may be the first major insurer
to offer true group auto and
homeowners insurance.

The merger gives both com-
panies the capacity to provide
group property/casualty insurance
and explore the international group

market, confirmed Mr. Kilpatrick.

And a large opportunity exists for
each company to cross-sell to the
others customers, he added.

not expect any antitrust or regula- 1 he group property/casualty
tory problems to stop their mergel Programs most likely will be INA

from completion within six

products offered through CG's

months. They say a proxy state- 9roup network of clients. INA has

ment will be completed in about six

weeks.

the product and claims expertise in
property/casualty insurance that

Both the Pennsylvania and Con- CG lacks, Mr. Kilpatrick said.
necticut insurance departments. He stressed, however, that any

which must approve the mergers aS group property/casualty product is
the domiciles of INA and CG re- probably five to 10 years away.

spectively, are awaiting the formal The key to such new products is

filings to make their reviews.

the distribution system, said James

The states' laws requires that th€ Stradtner, a securities analyst with
insurance commissioners conside” Alex Brown & Sons in Baltimore.

if the merger would affect competi'

Here, North American General

will benefit from CG's strong group
operation, providing access to em-
ployees at their place of work, with
the employer's endorsement.

The merger also may create a
new international group benefit
market through the combination of
INA's international operation and
CG's group business.

Leandro S. Galban, a vp at the
New York investment firm of Don-
aldson Lufkin & Jenrette, eau-
tioned, however, that American In-
ternational Group dominates the
group insurance market serving
U.S. companies with foreign opera-
tions and does it "very well."

Commercial insurance buyers
also may be able to purchase all
their property/casualty and group
insurance from North American
General in a joint underwriting ac-
tion, similar to that which is avail-
able now through The Travelers
and Aetna Life & Casualty.

Mr. Hatcher at Johnson & Hig-
gins said the new company even-
tually may offer such a package at

a discounted price.

Neither Mr. Kilpatrick nor Mr.
Saul would commit the new com-
pany to a joint underwriting prod-
uct. The decision has not been
made, they said.

Mr. Brokaw at Mabon Nugent &
Co. predicted that consolidation of
insurance companies will be the
"hallmark" of the 19805 as other in-
surers merge, either out of "self-de-
fense or instinct." The cost of doing
property/casualty business will be
very high due to the cost of neces-
sary hardware alone.

Other group health and life com-
panies without access to the prop-
erty/casualty market might want
to acquire such a company, Mr.
Galban said, but there are few
quality companies still available.
The Chubb Group, The St. Paul
Cos., USF&G Corp. and Continen-
tal Corp. are "obvious choices," he
said, but they probably would
"fight like hell" against any take-

over.

Under the agreement between

the two companies, brought to-
gether by Goldman, Sachs & Co.,
Connecticut General shareholders
will get a share in the new com-

pany for each share they hold. INA
shareholders would receive 0.8534

of share of the new stock for each
of their common shares and 0.158
of a new $25 liquidation-value con-
vertible preferred stock. Each
share of the new preferred would
be exchangeable after six months
for 0.42212 of a share of the new
company's stock.

Mr. Kilpatrick, 57, and Mr. Saul,
59, will become co-chief executive
officers and will report to a com-
bined board of directors. Mr. Saul
will become chairman of the new
company and- Mr. Kilpatrick will
take the duties of president and
chairman of the board's executive
committee.

Corporate personnel will remain
in Philadelphia and Hartford, al-

though a smaller corporate staff
will be located somewhere in a

New York suburb. -

SELF-INSURER

If you're a broker with self-insurer bond problems,
MacCready G Gutmann Insurance Services is the answer.
We're leading developers of creative excess workers'
compensation programs. And can now provide you
with your bond as well. From one source. Simple
and easy. At competitive rates. With no collateral

requirements.

For an application or more information, contact us
today. John Dalton, Paul Feldsher, Bruce MacCready.

MacCready&Gutmann
Insurance Services,Inc.
185 Post Street » San Francisco, CA 94108

(415) 788-0281
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Insurers’ troubles don't ease In third quarter

Continued from page 3 division took a brutal beating in the million tor" behmd the leap and investment income rose 20% to
over last year's 110 3% third quarter Operating income The combined ratio stood at On the other hand, he found no $60 7 million
For its part, Continental Corp sank plummeted 35 9% to $27 3 million, 96 9%, a tad more than last year's cause for cheer in the division's The sector's results for the first

deeper Into the abyss With a 47% de- and the combined ratio rose to 96 6% And underwriting profits 109 3% combined ratio for the quar- nine months maintained this pat-
cline m operating mcome to $9.5 mil- 114 7%, compared with 104 5% in fell 8 1% to $15 1 mdlion on an 8 6% ter, barely less than last year's tern, Operating income for the pe-
hon, it made the bottom of the 11st for last year's third quarter increase in premiums written of 110 3% riod rose 25% to $138 9 miillion on
the second quarter in a row Worse, operating income for the $477 7 million For the first nine months of 1981, written premiums of $12 billion
The company's combined ratio of first nine months declined 50 2% to Investment income spurted property/casualty operating in- The combined ratio fell to 986%
110 1% compared poorly with last $637 million The combined ratio ahead by 13 8% for the quarter to come rose 26% to $49 2 million on a from 100 2% And net investment
year's 107 3% swelled to 114 7% from 103 8% last $63 7 million and by 228% for the 21% upswing in investment income income was up 21% to $178 9 mil-
If anything, the ongoing troubles year Aetna cited "substantial" pre- first nine months to $237 | million to $98 1 million The combined lion
of many of the companies have tax underwnting losses of $241 mil- Operating income for the first ratio for the period was 108 1% ver- Crum & Forster's consolidated
prompted a change in attitude lion, quadruple that for the year- nine months grew to $237 1 million, sus last year's 108% results for the third quarter showed
While in the second quarter quite a ago period, as the basis for this poor an increase of 138% A combined The entire corporation's operat- a faint decline with total revenues
few insurers were speaking opti- showing ratio of 957% was off only slightly ing income for the quarter rose 10% of $482 million versus $4853 mil-
mistically of price hikes on the Indeed, only investment income from last year's 95 2% Meanwhile, to $101 million from $92 1 million lion last year Investment income
horizon, they have since aban- showed predictable improvement, underwriting profits fell 9% to $537 in the third quarter of 1980, In the ballooned 26% to $68 million from
doned that language soaring 30% to $68 1 million in the million on premium growth of 7 7% first nine months of this year, these $53 million Moreover, operating
In the face of continued stiff quarter and to $191 3 million from to $1 5 billion earnings were $2342 milhon, also income gained by 36% to $47 1 mil-
competition and a demand-choking $159 8 million in the first nine After-tax consolidated earnings, 10% higher than the year-ago pe- lion
recession, the insurers have grown months which take in life insurance and riod Nine-month consolidated results
more resigned Most foresee at least At the same time, Aetna's consol- agency income, soared 23 8% to Consolidated revenues, which revealed a 1% rise in total revenues
another year of soft prices, high idated earnings rose 20 2% to $136 9 $875 million for the quarter and Include premium, investment and to $14 billion Investment income
losses and slow-to-negative pre- million in the third quarter- 22 9% to $247 3 million for the first other income, totaled $1 4 billion rose to $196 5 million, a 237% in-

mium growth checking a quarterly earnings slide nine months for the third quarter-a 3% in- crease over last year Operating in-
As a result, efforts to combine that dates back to the third quarter These sizable increases highlight crease over last year's third quar- come grew 19 4% to $139 2 million
forces and diversify into a full and of 1979 the effect of AIG's extensive for- ter For the first nine months, reve-
profitable range of financial ser- This was attributed to gains in eign operations on its effective tax nues grew 7% over 1980 to $4 1 Firerman's Fund
vices have become an increasingly group insurance, personal prop- rate billion
attractive strategy The recently erty/casualty lines and its reinsur- For the third quarter, the prop-
announced merger of (?onnecticut ance subsidiary Chubb Corp. Continental erty/liability subsidiaries Increased
General and INA may signal more However, nine-month earnings their operating income a handsome
than two name changes on the list were down to $344 6 million, com- In the third quarter, the prop- Property/casualty third-quarter 7 5% to $55 million And operating
by the fourth quarter pared with $374 5 million last year, erty/casualty division's operating operating income sank by a whop- income for the first nine months
Here are the results of the 16 in- while investment income rose a income slipped 5% to $21 million, ping 47% to $9 6 million from $18 2 rose 10% to $161 million from $146
surers, listed in alphabetical order tidy 21% to $2 4 billion while the figure for the first nine million million
The third-quarter performance of months slid 2% to $62 million The year-to-year nine-month At the same time, the combined
each company's property/casualty AIG The third-quarter combined ratio comparison was even more dra- ratio for the third quarter im-
division is highlighted rose to 100 6% from 98 8% last year matic a 68% drop to $234 million proved slightly to 101 6% from
Operating income from Ameri- The rise was attributed to severe from $73 6 million 101 8% last year For the first nine
Aetna Life & Casualty can International Group's general losses in commercial auto, casualty, An adjusted underwriting loss months, the group enjoyed a ratio
insurance division grew at a 166% multiperil and property lines for the third quarter of $61 3 mil- of 1024% down from 1980's 103%
Aetna's commercial insurance clip in the third quarter to $78 9 The division showed an invest- lion fed a combined ratio of 110 1% Myron Du Bain, president and

ment income increase of 7% to $23 1 This compared to a 1980 loss of chairman of Fireman's Fund, cited
million in the quarter and 11% to $46 8 million for a combined ratio a "commitment to reasonable pric-
$68 9 m.llion in the first nine of 1073% in the third quarter ing in the face of unreasonable
months over corresponding 1980 For the first nine months, the in- competition" as the key to his com-

( A P I I V E periods surer's underwriting loss was pany's relative success

Chubb Corp 's total operating in- $1827 million with a combined It's Just as well that the company

come, including hfe and health in- ratio of 108 9%, compared with an is preoccupied with underwriting

surance, was $25 9 million for the underwriting loss of $123 9 million profits, since investment income

M A N AG E M E N I quarter, down from $26 9 million in and a combined ratio of 106% in for the third quarter rose a meager
the third quarter of 1980 For the 1980 9% to $71 million from $65 million

first nine months of 1981, consoli- Meanwhile, investment income For the first nine months, the 14%

dated operating income slipped to for the division was only fair It in- rise in investment income to $222

—_— B e rm l l d a $71 4 million from $77 | million last creased 9 1% in the third-quarter to million was more in tune with the
year $70 9 million from $64 9 million times.

The Continental Corp did little Fireman's Fund Insurance Cos
ONA Insurance Cos. better, with a 19% drop in operating as a whole performed nicely in the
income for the first nine months of third quarter, with an 85% year-to-
Continenta| RISk Services, Ltd , For the third quarter, CNA's the year to $135 4 million from year rise in operating income to $58
. operating income was $30 1 million, $166 1 million The third-quarter million on revenues of $761 mil-
announces the opening of our 5% higher than last year's period results were more even $503 mil- hon
. . The first nine months also reflected lion versus 1980's $49 7 million Also, for the nine months, corpo-
office in Bermuda. We offer a gain, with operating income of Revenue growth was sluggish rate earnings swelled 9 1% to a rec-
.. . $945 million, compared with $87 5 Third-quarter revenues totaled ord $169 million on revenues of
complete administrative and million in 1980 $908 2 million, up 5% from last $2 2 billion
. Nonetheless, combined ratios ran year Nine-month revenues were
management services for very high-to 112 3% from 106 9% $2 6 billion, up 4% A
. . in a quarter-to-quarter comparison
BermUda'based Capt|ve InSUFanCG Over the first nine months, this in- Crum & Forster Although third-quarter revenues
. dicator hit an uncomfortable for the property/casualty group
companies. 110 3%, compared with 1052% for Crum & Forster's property/casu- rose to $879.6 million from $857 5
. the same period last year alty sector showed considerable im- million in 1980, operating income
For more Information, please contact These ratios resulted from severe provement in the third quarter, was down to $45 4 million, com-
. . underwriting losses Those losses in with operating income rising 34% to pared with $527 million in the
David B. Vaughan, President the third quarter Jumped to $60 1 $44 3 million on written premiums third quarter of 1980 Echoing this
Continental Risk Services, Ltd million from $39 million And in of $4076 million The combined refrain, operating income,
o the first nine months they leapt to ratio declined to 99 7% from 102 9% Continued on facing page
The Warner Building $150 1 million from $88 6 million
Reid & King Streets (809) 295-6015 However. investment income

continued to sustain operating in-
RO Box 824 Telex 3729 CONRI BA come Third-quarter investments

Hamilton, Bermuda Cable CONRISK produced income of $86 miion,  |ASUrANCE Services gu ide

compared with $585 million last
year And in the first nine months,
investment income grew to $226 6

Ir.nllln:.)n,t;ompared WI:;I’: $163.8 ;nll-f oSS RESERVE For advertising .
ion in the comparable period o . . .
1980 CERTIFICATION information in the
ilerger/ icquisttion . .
- — Total Claim lanagement & Techmical Sertices Insurance Services Guide
. John J OConnor, B\LLB 11A
Connecticut General J. J. O'Connor & Co. Contact Barbara Tosheff
Wwateh Hill Road
" . 740 Rush Street
H At first glance, Connecticut Gen- Watch Hill, RI 02891 X o
Continental | i 9 At (@01 348 53806 24 hour service Chicago, lllinois 60611
______ — ., ir— eral's property/casualty division Teleph 312) 649-5340
showed an extraordinary operating elephone ( ) a
income gain of 376% to $165 mil-
lion for the quarter But Augustine ATWOOD & CO. Your ad here could
Demeo, director of investor rela- . .
. . . . .- ’ Consulting Actuaries cost as little as $38 75
Continental Risk Services is a subsidiary of tions, was quick to deny that it had Claim Reviews
The Continental Corporation very much to do with insurance Reinsurance and Reserve Analysis per insertion
acumen for Captives and Self Insurers
He pointed to a 224% rise in the 5000 Ambrose Ave Call for details.
division's investment income, as Los Angeles, CA 90027

"clearly the most significant fae- @19 ee1-9260 (312) 649-5340



Continued from prevtous page $19 million in the first nine months, com- It fell to $79 4 million from $87 3 million nine months of 1981
for the first nine months plunged to $136.8 pared with a $721,000 loss in first nine These earnings stem from life and health Equally dismal, the property/casualty
million from 1980's $149 5 million months of last year insurance, title insurance, real estate, credit combined ratio for the third quarter was

As a consequence, the combined ratio in operations, computer services and corporate 107.3%, compared with 105 9% for the third
the third quarter was 1048%, in contrast with

o " . Mission Insurance Group investment income, as well as property/cas- quarter of 1980 For the first nine months,
103.3% m 1980's third quarter And for the ualty insurance, which accounts for 70% of ' the combined ratio was 107%, compared with
first nine months, a combined ratio of 1047% The Mission Insurance Group's operating SAFECO's revenues last year's 106 2%
compared unfavorably to 1980's 102 7% income grew a healthy 17% to $122 million Third-quarter investment income climbed

The group's investment income swelled for the quarter But, while the firm's after- St.-Paul Fire & Marine to $105 4 million from $89.1 million And, for
18 8% to $104.9 million in the third quarter tax investment income surged by 26% to $9.9 ’ the first nine months, this nest egg grew to
from $88 3 million for the same period in million, its combined ratio pierced the 100% Property/liability operations managed to $304 million from $273 9 million for the cor-
1980 And it rose to $299 4 million in the first barner, moving to 100 3% from 98 5% produce greater earnings on less premium responding period of 1980.
nine months from $258 1 million last year In the first nine months, Mission's operat- The company reported income of $405 mil- Consolidated operations, which include

INA Corp. including the company's profit- ing income grew 16% to $35 1 million The lion on written premiums of $3987 million, property/casualty, group operations and
able life group, showed improvement over combined ratio rested at a more satisfactory compared with $32.4 million on written pre- personal lines, generated third-quarter
the third quarter of 1980 Revenues rose from 91 1%, compared with last year's 90% And miums of $405.8 million in the third-quarter operating income of $886 million on record

$1 2 billion to $1 3 billion in the third quarter investment income swelled 31% to $30 9 mil- of 1980 revenues of $2 5 billion But operating in-

And operating income was $73 million, com- lion from $23,7 million By the same token, nine-month operating come was 6% less than the $947 million re-
pared with $685 million for the last year's income of $1228 million on written premi- ported in 1980.

period Nine-month operating income rose to Reliance Group ums of $1 13 billion were an improvement Third-quarter investment income for

$217 4 million from $206 9 million in 1980 over operating income of $983 million on combined operations grew 29% to a record of

Year-to-year third-quarter comparisons of written premiums of $1 14 billion in 1980. $4956 miillion It grew 23% during the nine

Kemper Corp. Reliance's property/casualty operations show A 102 5% combined ratio for the quarter months to $1 4 billion. Revenues for the

little change Operating income was $19 2 reflected a decline in underwriting losses to nine-month period grew at a 13% clip to $74
Third-quarter results for Kemper's prop- million, compared with $19 6 million a year $14.6 million from $172 million in the third billion.
erty/casualty division were a cut above those ago. The combined ratio was 1035%, com- quarter of 1980, when the combined ratio hit
for last-year's period Operating income pared with 1043% And mvestment income 103,5% . .
gained 18% over 1980's third quarter to $13 2 rose 17% to $36 6 million from $31.2 million, But underwriting results for the first nine U.S. Fidelity & Guaranty
million, while the combined ratio dipped to offsetting a third-quarter underwriting loss months were, in the company's terms, "un- USF&G reported a 29% third-quarter drop
103 5% from 103 9%. of $5.6 million profitable " A loss of $40.2 million for a com- in operating income for property/casualty
Lest anyone get the wrong idea, Joseph Similarly, nine-month operating income bined ratio of 103.5% topped the $39 million operations to $406 million from $572 million
Luccke, Kemper's chairman and chief execu- dribbled to $599 million from $658 million loss in the first nine months of 1980 that m the third quarter of 1980. The combined
tive officer, said, "The improvement in this The combined ratio was 102.1%, compared prompted a combined ratio of 1034% ratio increased to 104 6% from 102 1%
category should not be taken as a signal that with last year's 102.3% And investment m- On the other hand, investment income These figures darkened nine-month re-
the underwriting cycle has turned for us " come increased to $104 2 million from $90 7 proved a bonanza, yielding 23% over the sults, wherein property/casualty operating
Instead, he said, heavy weather-related losses million third quarter of 1980 or $56 4 million, com- income eroded 30% to $127 4 million and the
in 1980's third quarter made the Just-ended pared with $455 million For the first nine combined ratio rose to 954% from 935%
period look good by comparision SAFECO Corp. months, investment income totaled a hefty A "deterioration in all lines of insurance"
"Still, we're heartened by favorable results $163 3 million versus $129 8 million in 1980 caused by price competition and Inflation
in certain lines, such as workers compensa- Property/casualty operating income for The St Paul Cos.' consolidated results in- caused these grim results, the company re-
tion,” he added. the third quarter plummeted 16% to $20 6 clude property/liability insurance, life insur- ported
These results were not strong enough to million from $248 million Concurrently, the ance, investment products and investment Investment income was a saving grace In
save the property/casualty operating income third-quarter combined ratio rose to 99 9% banking. Chairman Carl Drake pointed to the third quarter alone, It rose 24% to $64.6
for the first nine months from dropping 11% from 982%. improved operating income in both the prop- million, dashing ahead of the nine-month in-
to $33 7 million from $38 million Nor could The poor results were largely due to a $5 4 erty/liability and life insurance businesses as crease of 20 5% from 1980
they offset a combined ratio that hit 104 5%, million hailstorm loss in Calgary, Alberta, integral to the 25% rise in third-quarter
Compared with last year's 102 3% AFECO reports, adding that the region, operating inco
(}/ investment income showed the ex— "never before suffered severe hailstorm For tﬁe perlod St Paul generated $43.4 A B Insurance Index
pected improvement, with a 17% rise to $184 losses " million on revenues of $486 2, compared with | J
million for the quarter and a 13% rise to $535 In the same vein, property/casualty third-quarter 1980 results of $35 1 million on /
million for the first nine months operating income for the first nine months revenues of $467 7 milhon In the first nine
Broadly, Kemper Corp includes prop- dropped 18% to $72 4 million from $88 9 mil- months, operating income totaled $1328 mil-
erty/casualty insurance, reinsurance, life in- lion in the corresponding period of 1980 lion on revenues of $1 46 billion, against last
surance, investment services and safety con- Again, investment income both in the third year's $107 million on revenues of $1 37
sulting While year-to-year operating earn- quarter and in the first nine months showed billion
ings for the third quarter rose 19% to $22 9 substantial growth For the quarter, it in-
million, the nine-month results were flat at creased 15 2% to $22 4 million, compared with

The Travelers

$62 | million despite a 37.9% increase in over- $19 5 million in the third quarter of 1980 In %75 i ‘
all sales to $1 4 billion turn, high interest rates spurred an 8 3% gain The company's property/casualty business .

The firm's diversified operations, which to $64 6 million in the first nine months suffered a 28% drop m third-quarter operat- 10 ~/
include money management and insurance For SAFECO Corp. as a whole, third-quar- ing income to $33 1 million from $462 mil- 165 i
services operations and a 25% investment in a ter operating income fell to $263 million lion This contributed to a 13% drop in
California savings and loan association, lost from $27 Imillion For the first nine months, operating income to $112 million for the first 180
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If you were reconditioning this 1932
Auburn,youtl go to an expert.

Why buyWorkers' Comp. anydifferently?

Almost any insurance company can offer
you a Workers' Compensation program for
your business. But finding the expertise to
make it work for you is another matter.

At American Mutual, nearly 70% of our
business is in Workers' Comp. So we know
more about it than almost anybody And we
apply what we know to what you need, with
programs as individual as you are.

We can also tailor general liability and
commercial auto insurance plans for you -
with the same know-how we're known for.

So if you value your business, shouldn't
you be talking with the experts?

Location courtesy of Heritage Plantation, Sandwich, Massachusetts.

AMmerican
AAutual

INSURANCE COMPANIES, WAKEFIELD, MASS. 01880



