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By STEPHEN TARNOFF

NEW YORK-The potential liability posed by as-
bestos injuries is having another damaging effect on
some asbestos litigation defendants.

“Two major rating services-Moody's Investers Ser-
vice Inc. and Standard & Poor's Corp.-have lowered
the securities ratings of a number of defendant com-
panies because of the financial uncertainty caused by
the_litigation, ’

Effective Oct. 15, Moody's lowered ratings for Arm-
strong World Industries Inc. of Lancaster, Pa.; Flint-
kote Corp., part of Genstar Corp. of Irving, Texas;
GAF Inc. of New York; Jim Walter Corp. otf Tampa,
Fla.; and Owens-Corning Fiberglas Corp. and Owens-
lllinois Inc., both of Toledo, Ohio. )

Earlier this )(ear, Moody's also reduced ratings of
Eagle-Picher Industries Inc. of Cincinnati and
ville Corp. of Denver. .

Standard & Poor's has also reduced the ratings of
Eagle.-Picher, Owens-Corning and GAF, an S&P

spokesman said.

Duluth proposes
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A spokesman for Moody's said that a lower rating
reflects an assessment of a- company's capacity to
repay debts as well as its fundamental financial
strength. . . .

A lower rating narrows the range of financing al-
ternatives to a company while making it more expen-
sive to borrow from investors, said Ken Pinkes,
Moody's director of industrial research.

Not all companies are rated, Mr. Pinkes added, and
"a mix of factors" enter into the rating equation. "It is
very rare that a single factor will lead to a lowered

rating.”

, M,c?pdy's said it took the actions partly because of a
significantly increased assessment of possible liability
of companies involved in asbestos litigation.

The rating service based the reductions on several
assumptions ing¢luding: . . .
* As estosn||t|gat|on will continue and competing

an- | theories of insurance coverage will proliferate.

+ Manville Corp., which filed a petition for reorga-

nization in August (BI, Sept. 6), g:vglrlnri]r%te%oggripg%tg ?Eg

update:

Combined to acquire
Rollins Burdick Hunter

CHICAGO-Combined International

Corp., parent of Ryan Insurance Group and
several life and health insurers, will soon

acquire Rollins Burdick Hunter Co., the na-

tion's eighth-largest commercial insurance
brokerage.

The move will make Combined's bro-

kerage holdings the nation's seventh-largest
Continued on next page

Reinsurers pulled into litigation, too

By STEPHEN TARNOFF
NEW YORK-The asbestos insurance litigation battle-now includes

" Benaral Rcident Insurance Co, of America is suing its reinsurers
?hnd %t3ﬁer p”artfesqn Dga[glts rict Cdourt |tn l\f%ws\?orlk,gsee ?ng more
n ompensatory an € damages, . .
af[he Bmagelb,?a%%seg m%urer-evlﬁc% wrote %oﬁlmes for Philip
Car%y Manufacturing Co., an ashestos company later acquired by Celo-
tex Corp. of Tampa, Fla.- charges the defendants with failing to reim-
burse it under various reinsurance contracts.

The suit also charges the defendants with conspiracy and state and

federal antitrust violations.

amed as ,de,fend?,nts are two reinsurers, an under\/\,/ritin% manager
and an association of Insurance companies that wrate reinsy N%8ige 32

Shand increasing rates

pool for public, .

funds funds

private comp risks -

By BETSY SHARKEY
DULUTH, Minn.-A precedent-setting

joint venture among public and private

entities is .being developed by this eco-
nomically hard-hit city to cut'the rising
cost of- workers compensation insurance.

The brainchild of Duluth Mayor John
Fedo, the joint venture would combine a
cross-section of public and private organi-
zations into a single pool to self-fund the
costs of workers compensation covera?e.
It is thought to be the first such attempt in
the_country.

The idea, which has been handed to
consultants Warren, MeVeigh & Giriffin
Inc. of Newport Beach, Calif., for devel-
opment, has drawn support from
throulghout the state including business

rouRs, state and local agencies, the

hamber of Commerce and the AFL-
CIO. One of the state gubernatorial candi-
dates has incorporated the "Duluth Plan"
into his campaign.

work
comp
- - pool
pany partici- ,
pate in the
pool.
"When we took
a look at what our in-
surance company was paying out in
claims, it appeared to be a minor percent-
age of what we left at the insurance com-

P "éveryone talks about reducing the
werkers comp rates, but no one has done
a lot to actually reduce it," he added. "I
think this is a good effort to reduce those
costs."

In addition to Reach-All, potential par-
ticipants in the .plan include four manu-
facturing firms, one public utility, two
service groups and three governmental
groups-the city, the school district and
the sanitation district.

If adopted, the pool would cover 8,000

\ to 10,000 Duluth workers.
"Because were a small business, we'rg . ’
noFglg enough 16 sgl?-lnsure, WhICh this "

ghe pool) would allow us to do," said Tom
itzpatrick, controller for Duluth-based
Reach-All Manufacturing & Engineering
Co. He is recommending that his com-

RS N MIRRE SRR Y0k CRRRk VBl

workers comp situation," said Bill Meier-
hoff, president of Duluth's Modern Con-

Continued on page 31

Chronic pain can be
costly for employers
Page 3

By DOUGLAS McLEOD

NEW YORK-Shand, Morahan & Co. Inc.
is not Ieadinlg the pack in raising rates for
professional liability lines next year, its com-
petitors say. . . .

_On the contrary, it is following some of its
rivals like Victor'O. Schinnerer & Co: Inc.
that have been raisingi_ rates for several years
and joining others like Insurance
North America's INAPRO unit that are plan-
nian to raise rates in the near future.

eacting to recent rate increases an-
nounced by Shand, Morahan, a leading un-
derwriter of Professmnal liability insurance,
Shand's rivals say it is .onI?/ playing catch-u
ball after a period of highly competitive rat-

ing.

Shand's rate increases "only bring them up
to the level" at which other major markets
are writing professional liability risks, said J.
Sprigg Duvall, president of Victor O. Schin-

Shand said it was raising rates 10% to 30%
on liability coverages for lawyers, architects
and engineers, insurance agents and brokers
and Realtors. According to company officials,
the move was necessary to- restore under-
writing profitability and would be under-
taken "regardless of what the rest of the
world thinks" (Bl, Oct. 18)

Other dprofesswnz.al liability markets, how-
ever, had already raised their rates, including
Shand's prime competitor, Schinnerer.

The Washington-based underwriting man-

0. of

. . tocatch up: Competitors

ager has raised rates on its architects/engi-
neers insurance in all but two of the last 13
years, according to Mr. Duvall,

Schinnerer shares about 80% of the market
for architects liability insurance with Shand
and places its risks with Continental Casu-
alty Co., a unit of CNA Financial Corp. Its
sponsors inelude the American Institute of
Architects and the National Society of Pro-
fessional Engineers, which have used Schin-
nerer's program since its inception in 1957.

Mr. .Duvall said his company raised rates
on architects liability insurance by an aver-
age 8% in 1981-82. The increase varied from
state to state, depending on loss experience,
added Paul L. Genecki, a senior vp at Schin-

There were no increases in Indiana while
architects in several states-including New
York, New Jersey, Pennsylvania and Cali-
fornia-saw increases of 9.5%.

This year's upward adjustment of 8% came
on top of increases of 8% in 1980-81 and 12%
in 1979-80, according to Mr. Duvall.

For the 1981 calendar year, loss frequency
has so far shown a decline of just under 1%,
while severity has increased by almost 16%
Mr. Duvall said. In 1980, fre(_}uency rose 2.5%
and severity 6.4%, while 1979 showed a 22%
increase in frequency and a 1% increase in
severity.

Mr. Genecki said there could be another
rate increase in the architects line for- next
year, but that no decision has been made. The

Continued on page 29
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r-update:

Combined to acquire RBH

Cont:nued from previous page
brokerage concern The merger is subject to shareholder approval

The acquistion agreement, announced late last week, calls for
Combined to pay $24 50 for 4 45 million outstanding shares of RBH
stock, a total of about $109 million

The RBH acquisition is the second major merger of the year for
the insurance conglomerate founded by W Clement Stone In July,
Combined merged with Ryan, parent of Globe Life Insurance Co
and several commercial brokerage and related service firms Pa-
trick J Ryan, chairman of Ryan Graup, became president and chief
executive officer of Combined (BI, July 12)

"This is another step in our continuing strategy to become bigger
in the commercial brokerage business," said Harold Hines Jr, exec-
utive vp of Combined and president of Ryan

Ryan's 1981 brokerage operations ranked tlth in the Business
Insurance listing of the top brokerages with about $40.3 million in
gross revenues, about half of the $76 8 million in revenues posted by
RBH The combined revenues of the two operations topped $117
million last year, which would push them past Bayly, Martin & Fay
International Corp of Newport Beach, Calif, in the Bl rankings

Officials of neither firm would say if the two brokerages would be

united but according to the agreement, RBH Chairman Charles R
Hall will retain his title and be elected a director of Combined

Bermuda may hike capital rules

HAMILTON, Bermuda-A government advisory committee rec-
ommends that capital requirements for insurers based in Bermuda
be doubled The panel recommends in the yet-unreleased report
that the minimum capital requirement for property/casualty insur-
ers be raised to $250,000 from $120,000 It also says that minimum
capital for life insurers should be hiked to $500,000 from $250,000.

Jet crash victim's family settles

NEW YORK-The wife and four daughters of a Penwalt Co. offi-
cial killed in a 1975 air crash will receive at least $4 million over the
next 30 years in a structured settlement, their attorney says

The settlement, approved Oct 28, will cost the federal govern-
ment and United States Aviation Underwriters Inc, the lead un-
derwriter for Eastern Air Lines Inc, an estimated $15 million to
$1 8 million to fund an annuity and to pay lump-sum amounts, says
Ronald F Tutrone of the New York law firm of Geoghan & Tu-
trone Both Eastern and the Federal Aviation Administration were

found hable at an earlier trial, he said

The settlement is one of the last in the 1975 crash of an Eastern
727 Jetliner that crashed near New York's Kennedy International
Airport while trying to land in a rainstorm that killed 113 people

Ohio fund financially sound

COLUMBUS, Ohio-The state's monopolistic workers compensa-
tion fund is fiscally sound and will be able to meet future financial

obligations, according to a report by an independent actuary
The $34 billion fund had an $18 million surplus in 1981, said
Fredrick Kilbourne, a Los Angeles actuary

Lloyd's expels Moran

LONDON-Christopher Moran, former chairman of Christopher
Moran Ltd , is the first Lloyd's of London broker to be expelled

More than 2,000 of 21,000 invited Lloyd's syndicate, brokerage
and underwriting members attended a special meeting last week
with 92% of the body voting in favor of expulsion of Mr Moran for
acts discreditable to a Lloyd's underwriter Lloyd's bylaws require
an 80% vote for expulsion (Bl, Oct 4)

The body, however, voted not to bar ERP Wilson, an un-
derwriter formerly associated with Mr Moran

Losses to pierce retention

LOS ANGELES-The recent fire at a St Regis Paper Co bag
plant may burn through the $4 5 million annual aggregate retention
on property and business interruption losses maintained by its Ber-
muda captive insurance company

The Oct 10 fire destroyed more than $1 million in rolled paper
kept in the plant's storage yard but did not damage the building

St Regis' captive, Pinetree General Insurance Co, insures the
first $1 million per occurrence of combined property damage-bum-
ness interruption losses, subject to a $25,000 deductible

Per-occurrence losses above $1 million are covered under a prop-
erty damage-business interruption policy with Allendale Mutual In-
surance Co, covering $2 billion in replacement values at 120 St
Regis locations nationwide The fire may combine with about a
dozen business interruption losses to push Pinetree's losses "a few
million" over its $45 million annual aggregate, according to Peter F
Lopez, director of risk management for St Regis
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Punitive awards allowed
for violations of ERISA

By JERRY GEISEL

by deleting the lump-sum payment option for ve
employees who left the company

LOS ANGELES-An employer can be sued for puni- Instead of receiving one large payment, ben,
tive damages for alleged violations of the Employee were paid through a five-year annuity

Retirement Income Security Act, a federal judge says

Jose Jimmez, a veteran diecaster'who left the c

When Congress passed ERISA in 1974, it intended pany several days after the lump-sum option was
that a full range of legal and equitable remedies be minated, was counting on a $16,000 lump-sum ber
available for ItS enforcement, said U S District Court to start a new business, according to his attorney, 1
Judge Cynthia Holcomb Hall Dean of Pacific Palisades, Calif

"Allowing punitive damages in appropriate circum- Instead of the $16,000 lump-sum payment, Mr
stances will further the express policy of ERISA to minez received a five-year annuity that pays $4,001
protect the interests of plan participants and benefi- $5,000 a year
ciaries by deterring fiduciary misconduct," Judge Hall Because Mr Jiminez didn't receive the $16,000 be

said

fit he was counting on, he was forced to get a bank 1,

The particular case in which Judge Hall says puni- at 215% interest to start his new business. Mr Di
tive damages might be appropriate involves the said
amending of a pension plan sponsored by Pioneer Die- In his suit filed in U S District Court in Los Ange
casters Inc, a privately held firm in Los Angeles with Mr Jiminez said Pioneer Diecasters and trustees of

about 20 employees

In January 1981, Pioneer amended its pension plan

Chapter 11 filing

doesn't terminate

a pension plan

By JERRY GEISEL

NEW YORK-Filing a petition

pension plan conspired to delete the lump-sum p
Cont:nued on page

Mid Continent sets up i
captive in Tennessee

By RHONDA L. RUNDLE

Nashville, Tenn.-Goodbye, Bermuda-hello, Tennessee

for bankruptcy does not autornati-
cally terminate a company's pen-
sion plan, a federal judge says

"If Congress Intended for a
Chapter 11 petition to constitute
automatic termination or to pro-
vide a basis for a termination date,

it would have so stated," according imilign.--N

to U S District Court Judge Kevin
Duffy in New York

The termination date of a pen-
sion plan is based on when the
company notifies the Pension Ben-
efit Guaranty Corp. that it wants to
fold its plan, the date the PBGC re-
alizes the plan should be shut down
or the date the employer notifies its
employees that the plan will be
closed, Judge Duffy said The ear-
liest of these three dates would
apply

Judge Duffy's ruling came ma
dispute over the termination of
New York-based Broadway Main-
tenance Corp's pension plan

In 1973, Broadway established a
pension plan for non-union em-
ployees. The plan was funded

Mid Continent Systems Inc., headquartered in West Memphis,
Ark, IS founding a new captive insurance company across the river
in Tennessee after selling its Bermuda captive to Mottley Industries
of MeLean, Va, in August

Recent amendments to Tennessee's captive insurance company
law made the switch possible, says Wayne Taylor, Mid Continent
risk manager and executive vp of the new cap-

tive, Pif-lecrest Insurance Co Inc
“"We were seriously considering
a move to Vermont when we
) learned about the changes," he
Tennessee -,
< adds
Mid Continent's captive could not
meet Tennessee's $500,000 direct premium requirement until the law
was amended to permit property insurance to be applied to meet the

"The new captive will essentially be a carbon copy of the old one,"
Mr Taylor says. "But we expect to save hundreds of thousands of
dollars in administrative costs and taxes "

Mid Continent intends to manage the captive itself, which will
substantially cut operating costs The Bermuda captive was locally
managed. Because Mr. Taylor lives in Tennessee, he meets the state
requirement for a resident manager Mid Continent also has an of-
fice in Memphis

Pinecrest could be licensed as soon as this week, according to Roy
F Bess Jr, deputy commissioner in the Tennessee Insurance De-
partment The captive is in the final stages of firming up fronting
arrangements for third-party underwriting and reinsurance con-

through New York Life Insurance tracts

co “We're very excited about it," said Mr Bess

Broadway experienced financial
Continued on page 8 -

Continued on page 4

CU asking judge to clarify order

By BILL DENSMORE

Hallmark-M&M-CU line of reasoning, even though
M&M was also Hyatt's broker

KANSAS CITY, Mo -Commercial Union Insurance On Oct. 7-more than a year after the suit was filed
Co. is still unwilling to pay claims arising from the -Judge O'Leary ruled that both insurance lines should
Kansas City Hyatt Regency Hotel disaster and is seek- contribute to claims payments with the Hyatt line pay-
ing clarification from a Judge about any obligation to do ing two-thirds of the costs and the Hallmark line pay-

so, its attorneys say

ing the other third (BI, Oct 18)

CU wrote a $1 million primary and $10 million ex- CU's attorneys, who have completed their review of
cess umbrella liability policy for hotel owner Crown Judge O'Leary's findings, now say they will ask the
Center Redevelopment Corp and ItS parent, Hallmark judge to reconsider the 2-1 split And they are asking

Cards Inc

the Judge to postpone any effect of his ruling until he

CU, Hallmark and Marsh & McLennan Inc., Hall- either hears CU's new arguments or allows CU to take
mark's broker, maintain that the $101 million Hall- its questions before an appellate court
mark/Crown Center line of coverage was written to be "Otherwise, he's forcing us to be deprived of our
excess of $201 million in Insurance issued separately to rights without due process because we can't appeal his

Hyatt Corp , the hotel's operator

interlocutory order," says CU attorney Stephen A.

Hyatt filed suit before Jackson County Circuit Court Cozen of the Philadelphia law firm of Cozen, Begier &
Judge Timothy D O'Leary to clarify the question O'Connor
Hyatt's insurers, primarily Northbrook Excess & Sur- An interlocutory order is one issued at an interim
plus Insurance Co, for the most part disagree with the point in a case and is not appealable under normal

errors & omissions

« Hughes Aircraft Co's insurance broker for
its Galaxy satellite program IS Nausch, Hogan &
Murray Inc of New York (BI, Oct 25) Sedgwick

Group is one of two brokers working on the ac-
count in London

court procedures Such an order, however, may be mo-
dified at any time by the Judge who issued it
CU may not be the only insurer seeking a clarifica-
tion from Judge O'Leary
"Northbrook is currently considering the question of
whether it should seek clarification of Judge O'Leary's
order and whether to prepare and file a motion re-
questing that CU deposit proceeds of its policies in the
registry of the court,” says Ronald A Jacks, a partner
with the Chicago law firm of Isham, Lincoln & Beale,
Continued on page 29



aldwin-United's

ansfers of assets

oncern regulators

By BILL DENSMORE

ie shuffling of assets among Baldwin-United Corp. subsidiaries is

rging as a key concern of Arkansas regulators looking into the affairs

Vo Arkansas-based life insurance companies owned by Baldwin.
ie key question facing the regulators is what restrictions should apply
ie holding of stocks, bonds or paper of an insurer's affiliates as part of
dmitted reserves. They also must decide if such assets should be valued
iarket or book value.
isurance Commissioner Bill Woodyard Ill of Arkansas-where there
no statutory restrictions on the holding of affiliated assets by insurers
as yet to answer either question, awaiting an unusually detailed exami-
on of the two insurers.
iepending how Mr. Woodyard decides the two questions, Baldwin-an
trance holding company and musical instrument maker-may have to

at least $160 million to the two insurers' reserves to compensate for
liated assets that he devalues or refuses to admit.

,nd, according to some analysts, his decision could make it more diffi-
L for Baldwin to meet scheduled payments on bank loans that financed
$1.17 billion acquisition of MGIC Investment Corp., the large prop-
y/casualty insurance holding company.
taldwin still owed the banks $567 million as of Sept. 14, which must be
aid or refinanced by March 1983. The company proposes to fund much
of that outstanding loan by trading
stock and other paDer of Baldwin af-
B I ti Cker filiates for more than $400 million in
cash generated by insurer affiliates,
including the two life insurers.
:lowever, the management of the two insurers-National Investors Life
;urance Co., known as NILIC, and National Investors Pension Insurance
, known as NIPIC-have pledged to Mr. Woodyard that he would have

3 right to approve any transactions by the companies involving affiliated

sets.

Although Mr. Woodyard is waiting for the complete report-due before

ar-end-before he makes his decision, some analysts, critical of the com-

ny, say that decision has great importance for Baldwin-United.

"There are limited options (for funding the loan repayment) away from

oodyard," says an analyst at one brokerage firm who has studied Bald-

in's finances in detail.

Mr. Woodyard says Baldwin's use of insurance company assets forced

m to review "financings of the entire holding company.”

"It has thrust us into a broader role than we had ever intended,” he says.
But) we are not concerned with what they do at the holding-company
vel unless it affects the insurance companies.

A spokesman for Baldwin says whatever Mr. Woodyard decides will not
ifect the company's debt-repayment schedule, nor is it the company's
,ntention at this point" to seek any additional outside financing.

Asked what effect Mr. Woodyard's failure to allow further transfers of
ssets from the Arkansas insurers might have on the MGIC loan repay-
ient schedule, the spokesman said, "The answer to the question is none.
'hat's the company's posi:ion today."

Baldwin-United Corp. is a highly leveraged, Cincinnati-based financial
onglomerate that includes life insurers, broker Bayly, Martin & Fay In-
ernational Inc. and eight small property/casualty insurers. It is one of the
Lation's largest publicly held insurers with assets of at least $6 billion.

Continued on page 34
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Quick employer action cuts long-term costs

By EILEEN NORRIS

Employers should think of an injured worker's
response to pain as a fire that must be put out-and
fast.

If the pain response (even to something as minor
as a sprained ankle) isn't extinquished with the
proper therapy, the injury can become a habit-form-
ing crutch for the worker.

And, a long-term expense
for the employer.

The employer pays for
chronic pain directly through /
workers compensation and/or
disability benefits and in-
directly though the high
number of lost work days, says
a leading pain specialist.

"If the responses to pain are
not extinquished quickly, the
whole body goes up in smoke
and an acute pain from a
minor injury can become

chronic,"” says Dr. Steven F.
Brena, director of the Emory
University Pain Control Cen-
ter in Atlanta, Ga.

Simply put, chronic pain
can develop from a minor in-
jury in a worker whose pain
doesn't go away. Chronic pain
lasts longer than just a few
weeks or the expected healing
time for an injury.

The worker with chronic

ain can't cope with the minor 4

ackache or headache and the
656 muscles in the body be-
come tense from the stress.

The worker's pain is real, and if it is not treated, it
can leave him or her functionally disabled.

Dr. Brena talked about how employers can try to
prevent acute injuries from developing into chronic
pain at the International Assn. of Industrial Acci-
dent Boards & Commissions meeting held in Puerto
Rico last month.

Top on his list is early intensive treatment of a
employee's injury. This is imperative to ensure
proper healing and a return of the patient to a
healthy physical and positive mental state, he says.

Secondly, employers should be careful not to un-
knowingly feed workers' pain by rewarding them
for the disability.

The best thing an employer can do is get the
worker back on the job as quickly as possible, says
Dr. Brena.

"Forced immobility and drugs to kill pain during

the worker's recovery may result in a temporary
impairment to the employees' skeletal system and
an emotional imbalance-two reinforcers of pain
that should be replaced with rehabilitation," he said.

"The pain-disabled worker is granted a disability
status and is allowed to wait in rewarded idleness
until the 'cause’ for the pain is discovered and eli-
minated.

"But few medical and legal
professionals realize that the
idleness in itself is as much a
factor in the disability as the
injury itself."”

Other things an employer
can do to prevent an acute in-
jury from developing into
chronic pain include:

= Question excessive medi-
cal testing. Physicians should

-* be encouraged to listen and
reassure the injured worker
about his or her injury and ex-
plain medical tests and results
to the employee. A large
number of unexplained medi-
cal tests only raises fears and
adds to the stress the employee
may be encountering during
his recovery.

« Monitor the prolonged
use of drugs for an injured
worker's pain. One way would
be through checking benefit
claims filed by the employee.

- Work with the em-
ployee's family in encouraging
the healthy behavior of the in-
jured worker.

However, even the em-
ployer that follows these guides and prides itself on
prompt therapy for the injured worker may be
faced with employees who develop chronic pain.
Other forces over which the employer has no con-
trol can enter the picture.

A tendency toward developing chronic pain can
become fed by a worker's personality and other re-
inforcements already in place in the society, said Dr.
Brena.

"Once the disability status is recognized, it be-
comes crystalized as a way of life for the individ-
ual.”

Consider two workers who fall off a scaffold and
sprain their backs. One recovers quickly and is back
on the job.

The other worker remains in pain. The anxiety
from being off work creates muscle tension. The

Continued on page 26

Safety should benefit bottom line: Expert

Workplace safety needs to parallel
management's profit goals.

By STEPHEN TARNOFF

CHICAGO-Loss-control personnel trying
to set up a safety program in adverse eco-
nomic times must show their superiors how
the program can be an integral part of good
management, a leading
safety expert says. 861':C.h

Frank E. Bird Jr., presi- ky- | W

dent and executive direc-

agrpl
Loss Control Institute in *Llly,
Loganville, Ga., told a se- 71 vBdikA;,-

minar at last month's Na-

tor of the International

tional Safety Congress &
Exposition that a soundly
managed safety program

contains the foundation of page 13.

a complete management
system that will benefit all
areas of the business.

It will assist productivity and reduce costs
as well as lead to a reduction in accidents, Mr.
Bird said.

"Unfortunately,"” many safety managers
try to implement programs directed solely at
performing tasks in a safe manner, he said.
"That is not necessarily the right way nor the
most efficient method. The result is informa-
tion overload, conflicting goals and frustra-
tions.

"Properly managed and directed, a safety
program can be a new avenue for the attain-
ment of management's real primary goals
and receive the optimum management sup-

Safety
Council

Coverage of the annual
National Safety Congress &
Exposition continues on

port (it) deserves."

According to Mr. Bird, the key question to
be answered by safety managers in adverse
economic times is how to "get management to
recognize that a good safety program makes a
significant contribution to improved produc-

tion, quality and cost con-
trol.”

National

He outlined five points
loss-control personnel
should be aware of when
selling a safety program to
management during a re-
cession. They are:

- Know what you are
selling.

- Know and apply
sound economic princi-
ples.

- Don't sell safety for
safety's sake.

- Know how how safety reinforces factors
common to production quality and costs.

= Know how to sell.

Loss-control personnel first have to be
aware of five myths and five truths go along
with selling safety programs, he added.

The myths that must be dispelled include
that:

- Safety programs can totally eliminate
accidental losses.

- Safety is one of management's top con-
cerns. "As a matter of fact, it is very low," he

said.

- Safety programs are geared toward re-

duction of accidents because the welfare of
employees is a high management priority.

- Safety programs automatically support
production and quality efforts.

- Safety prorams should be managed in
the same manner as production, quality con-
trol and other important management
functions.

"Actually, most safety programs impair
production and quality efforts,” Mr. Bird
said.

Most safety programs are not "mission-
oriented,” Mr. Bird said, explaining that
usually the only goal of a safety program is to
reduce specific injuries, not to increase over-
all production or profit.

But when implemented properly, a mis-
sion-oriented program can:

= Control accidental loss.

- Be a top management priority.

- Best serve the welfare of everyone.

= Improve production and quality efforts.

- Be a catalyst to improve the general
management of the company.

"If your safety program is a mission-
oriented program, it's going to guarantee the
conservation of your people, your material,
your equipment-and the difference will be
profit,"” Mr. Bird said.

"Companies that are using the right safety
program are saying this is not just a safety
program, this is our management system."

Mr. Bird emphasized that loss-control man-
agers should use sound economic principles

Continued on page 18
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Look closely at self-insurers: Committee

By EILEEN NORRIS

State regulators should take a
new look at security requirements
for the 30,000 employers nation-
wide that self-insure or pool their
workers compensation risks.

Poor economic conditions cou-
pled with the increased use of self-
insurance should prompt all state
regulators to re-evaluate the finan-
cial requirements they have for
self-insured employers, concluded
a committee of the International
Assn. of Industrial Accident Boards

& Commissions.

It recommended they give
greater consideration to letters Of
credit for security.

The committee surveyed states
last year to find out how many em-
ployers self-insure in two or more
jurisdictions. Thirty-two state regu-
lators responded.

The survey of those states
showed that 795 employers self-in-
sure their workers compensation in
two or more states. Two employers
self-insure in all 32 states polled.

Another five employers self-in-
sure in 24 states, 11 self-insure in 20
states, 12 self-insure in 14 states, 21
self-insure in 10 states and 50 em-
ployers self-insure in six states.

The committee estimates 10,000
employers self-insure their work
comp risks with another 20,000 in-
dividual employers in group self-
insurance plans.

"These numbers, although stat
gering, are apparently increasing
daily due to the desire of employers
to obtain the benefit of retaining
cash flow in the bad economic
times now being experienced,” the
committee said.

"With financial troubles plagu-
ing many employers, both large

and small, it is a high priority to
guarantee injured workers their
rightful benefits."

The committee said it considered
recommending that the IAIABC fi-
nance and operate a warning sys-
tem to alert all jurisdictions when it
learned that a self-insured em-
ployer was in financial trouble.

But the concept was discarded
due to "possible legal ramifications
and the cost of operating such a
system."

The committee did recommend
that regulators give "greater con-
sideration to a clean, irrevocable
letter of credit" as security for self-

insurers.

A letter of credit is a boon for a
financially healthy self-insured
employer because banks require

the employer to deposit only a very
small amount in return for the

bank's commitment to pledge its

GROUPS OF 257
BETTER GET MORE
FROM THEIR
INSURANCE COMPANY

THAN | - URANCE.

They better get an edge on
cost-containment. An edge on cash-

own nei worth to guarantee pay-
ment of claims, said committee
Chairman Glenn W. Adams, man-
ager of the Colorado State Com-
pensation Insurance Fund.

"The bank has a great motivation
to make a proper financial analysis
and refuse to issue a letter of credit
for an employer it does not con-
sider to have the financial strength
to self-insure," said Mr. Adams.

The committee recommended
that states that do not have the
staff, funding or the expertise to
evaluate an employer's financial
ability to self-insure examine what
Kansas and New York are doing.

Those two states have retained
an independent consulting actuar-
ial firm to assess past claims experi-
ence, established reserves and fi-
nancial ratios for new as well as

established self-insurers. The em-

ployer pays the consultant fee. i

First of all, we've setuptwo
separate Edge customer service units.

flow. An edge on administration.
Especially in an environment of

rising inflation and snug budgets.
Groups of 25 + need insurance

that provides quality medical care.

But they need more. So we created the

Edge Group Benefit Plan.

™ Only from
E D G E Great-West Life.

The Cost-Containment Edge. We
promote cost-effective medical and
dental care. For instance-we pay
100%, no deductible for out-patient
pre-admission testing, out-patient
surgery, child birthing centers and
second opinions. These are examples =
of innovative thinking that pays off.

The Cash-Flow Edge. Our
initial premium is reduced. Good
start. Then, premiums are adjusted quarterly
instead of one, large, expensive one-shot
annual adjustment. Because payments are
spread out, cash flow is enhanced.

The Administration Edge. Adminis- -
tration is next to nothing for both the broker
and the employer.

One for the employer. One for
employees. They can handle any
administrative issues and answer any

benefit payment questions.
And then there's Ben.

Great-West Life's Ben® is the most
technically-advanced medical and dental
Group Benefit Administration System
availab e today.

The GWL Edge. We've got more than
90 years of experience, an A + Excellent
rating from A.M. Best and a huge commit-
ment to group products and service.

Give us a call. We'd be glad to put
together an Edge group insurance
proposal for you.

Just contact your Great-West Life
Group Representative. Or call the
Edge Hotline: 1-800-523-6140.

0.-m

Great-VWest Life

UNITED STATES HEADQUARTERS
DEAVER. COLORADO

Mid Continen

sets up capti,
in Tennessee

Continued from page 2

Tennessee has repeatedly
dered invitations to Bermuda
tives to make their home in
state. To make Tennessee mor
tractive to captives, the insur
department initiated a numbc
changes in its laws last spring
March 29).

Insurance Commissioner Joh
Neff recently announced that .
year his department would s
another amendment to the lav
liberalize investment restrict
that currently prohibit use of
eign securities (BI, Oct. 25).

Mid Continent is a small c
glomerate with about $300 mil
in annual revenues. It is one of
largest independent petrole
marketers in the Southeast t
furnishes financial services to
dependent truck stops and priT
motor carriers.

Pinecrest will directly insure
property/casualty risks of B
Continent and its affiliated cc
panies, including workers comp
sation risks in Tennessee. It p
reinsure the parent's out-of-st
workers compensation and auto
bility risks as well as the thi
party business of various petrolei

distributors and truck stop ope
tol's.

Anticipated premium volul
is $500,000 on a direct basis and
million to $5 million in reinsi
ance, according to Mr. Bess.

About 90% of Mid Continen
Bermuda captive premium volur
came from third parties and N
Taylor expects that many of the
will pick up with Pinecrest.

"Our program is like an associ
tion program for profit,"” he e:
plained. It is marketed to petr,
leum distributors and truck stc
operators by local insurance agen
around the country.

"We handle all underwritin
here," he pointed out. "Because oz
parent is in the same business, w
know it from the inside.”

Policyholders also know th:
Mid Continent's captive will be
stable specialty market, whethe
the insurance market is tight o
soft.

"We are committed to the busi
ness-we don't intend to move ii
or out," stressed Mr. Taylor. No
does Pinecrest intend to expand it
underwriting into unrelated indus

tries.

The captive was finalizinE
fronting arrangements with E
major U.S. insurer last week. Con-
tracts for claims administration and
loss prevention will depend upon
the fronting agreement, said Mr.
Taylor. The parent company will
handle Pinecrest's investments.

"We retained some senior man-
agement staff from the old organi-
zation and will add new people as
needed," said Mr. Taylor.

Pinecrest will be capitalized with
$750,000 in certificates of deposit to
meet Tennessee's minimum re-
quirement of $400,000 in capital
and $350,000 in surplus.

After deciding to relocate its in-
surance company in Tennessee,
Mid Continent considered both sale
and transfer of its Bermuda cap-
tive. "We could have transferred
the corporation, but it is very le-
gally complicated to transfer an
offshore corporation onshore,”
noted Mr. Taylor.

The parent had already decided
to sell the captive by the end of the
year when it was approached by
Mottley Industries, which wanted
to buy it. Mottley will retain some
of the captive's third-party busi-
ness but will essentially go into
competition with Pinecrest to un-
derwvwrite those risks.
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*<WHEN IT COMES TO

-BEING ACCOUNTABLE FORRESUIIS,
THERE'SNO PLACE LIKE HOME

Joe Kaminskigot his start working)br General Elec- an institution. More timely numbers, fewer errors, and less back
tric, left to get his M.B.A, at Harvard, and later rejoined The principal change I've been involved in over and forth correspondence mean that the agent has
them in Stmtegic Planning. He went to Greenwich the last four years is decentralizing our entire finan- more time to sell.

Research Associates, then on to Bowmar Instruments and cial reporting operation so the individual profit We've taken some giant steps with these innova-
#om there to City Investing Company in their housing center managers and agents have greater account- tions. But we're going to go even further to build the
operations. Joe became Senior Vice President & Chief ability. Up until now, there was no easy way to kind of relationship that will make agents want to
Financial Of*cer at The Home two years ago. assess the profit and loss data by product line on a do more business with us.
timely basis. Under this new system, our field office Right now, we are poised to take advantage of

"What made The Home so attractive was that receives and analyzes the P&L statement for each market opportunities in the future. We've got better
it was different. Generally, the insurance industry agent in clear, easy-to-read reports-all within a few than average people and agents. And we're willing
has the reputation for being glacial and slow- days after the close of each month via hard copy, or to make the commitment to get results.
moving. People don't have the authority to make instantly via terminal. This pinpoints problems fas-
significant changes. ter so that we can work with our agents to be more

They do at The Home. Despite the fact that it's responsive to their customers' needs and, accord-
been around for130 years and represents signincant ingly, become more profitable.
financial resources and strength, with over Down the line, the next thing we'll be handling
$4.5 billion in assets, people here have the oppor- will be our billing and agency receivable accounting
tunity and are encouraged to make those changes. We're replacing systems. Now we have a new state-

THE HOME
INSURANCE
COMPANY

A b, A oSS m T ey Bt



editorial opinions

No cause for alarm (Part 11)

UR ERITORIAL, TWQwesks 290, 0nJate hikes

Morahan & Co. Inc. needs a postscript.

We were inspired by Shand's announcement that it
is raising professional liability insurance rates to en-
dorse the concept of sound underwriting practices, spe-
cifically the development of rates based on actuarial
data and not cash-flow considerations.

We also complimented Shand for its public an-
nouncement of the rate increases, which enlightens
and prepares the buyers of insurance for rate changes.

And, we challenged its competitors to respond ethi-
cally to the Shand rate hikes. We urged them not to
keep rates low just to grab market share and also not to
raise their rates in a cartel-like response.

The editorial really rankled some Shand competitors
that, as we report in our Page 1 article this week, con-
tend that Shand's rates have been too low in the past.

The competitors say they have been the responsible
underwriters that have already raised rates as needed.
We heard complaints that our editorial endorsed Shand
as the leader in setting professional liability rates and
ignored the actions of others in the marketplace.

We were careful not to make such an endorsement.
But, to clear up any misunderstandings, we want to
make it clear that we never endorse one underwriter to
the exclusion of another.

When an underwriter tells us they are taking what
we consider responsible actions, such as basing rates on
actuarial statistics and openly communicating rates to
the buyers of commercial insurance, we will endorse
the actions..

We can't resolve the debate over whether Shand is
coming late to these responsible actions. We refer you
to the comments of the competing underwriters to
form your own conclusions.

Limit confusion, don't add to it

IYNQON. QL0N. president of the. National Assn,

formulate a "responsible” model bill to help state com-
missioners implement the Risk Retention Act.

We suggest the next step toward this goal will be to
listen closely to those who object to NAIC's current
proposal, which would let states decide what a product
liability risk is based on their own laws and ignore the
broad federal definition contained in the Risk Reten-
tion Act.

Congress passed that law in 1981 to ensure that busi-
nesses could quickly form their own captives to cover
product liability exposures with minimal interference
from state regulators.

To ensure that there. would be no disputes on the
kind of risks that could be covered, Congress defined
the product liability exposures that risk retention
groups could handle.

That definition was made- deliberately broad so that
risk retention groups could cover a maximum number
of product liability exposures. -

For example, a risk retention group can cover any
personal injury, death, emotional harm, consequential
economic damage or property damage resulting from

letters

the manufacture of a product.

Congress also said that the federal definition of prod-
uct liability would pre-empt any state definition.

Since a state's definition of product liability may be
extremely limited, the NAIC's proposed model bill
could sharply restrict coverages offered by a risk re-
tention group.

For example, under Delaware law, damage to prop-
erty, like a home, is not considered a product liability
risk. Under the Risk Retention Act, though, risk reten-
tion groups can cover damage to a product itself rather
than just damage caused by a product.

If the NAIC's proposed model bill is adopted by state
legislatures, businesses would have to turn to 50 differ-
ent state laws to determine what risks could be insured
in a risk retention group.

That can only lead to more confusion and litigation
-something Congress clearly saw when it decided that
the federal definition of product liability would pre-
empt all state definitions.

We encourage the NAIC to approve a responsible
model risk retention bill-one that exclusively uses the

federal definition of product liability spelled out in the
Risk Retention Act.

a

Smaller firms

need claims help

To the editor: Your report, "Employers
give claims a closer look" (Bl, Sept. 20),
accurately addressed the important finan-
cial problem that has existed for some
time but is further highlighted by our de-
pressed economy.

Organizations large enough to support
risk and/or claims managers, like those
who responded to your survey, can ad-
dress this exposure both internally and
through their insurers. Smaller firms, on
the other hand, may lack the expertise,
particularly in measuring their insurers’
claims-handling performance.

As an outgrowth of our involvement in
workers compensation claims administra-
tion, we have become an intermediary
between the insured and the insurer. As a
representative of the insured, we monitor
the insurer's handling of (primarily large)
workers compensation claims.

Your article correctly reflects many in-
surers' attitude of being uncooperative in
these efforts, although some are very
helpful.

Regardless of the degree of cooperation,
however, we have found that our pres-
ence as an "overseer" has been a catalyst

for the insurer to handle these claims in
an efficient manner.

Historically, insurers have demanded a
hands-off policy of their insureds, per-
haps to the detriment of those paying the
premiums. We believe that it is the insur-
ers' responsibility to work in harmony
with their insureds to achieve an accept-
able loss level. We try to reach an equita-
ble conclusion to these claims in a timely

fashion, to the benefit of all involved par-
ties.

Peter G. Baldwin

VP

Loss Control Management Corp.
Springfield, VVa.

Car-rental coverage

To the editor: My compliments to Busi-
ness Insurance for bringing the scurvy,
scurrilous, abusive sales practices of the
car-rental companies into the light of day
(Bl, Oct. 18).

There's only one problem-for the most
part, you are talking to the wrong people.
Most Bl readers already know what a rip-
off car-rental insurance" programs are. |
used to work for a firm that sells damage
waiver protection-the loss ratio was con-
sistently less than 10%. Is it any wonder
the car-rental companies won't divulge
this information?

If ever there was a need for regulation,

this is where it's at. Not for us-for the
little guy, the small businessman and the
personal renter who:

- Hasn't figured out that $6 a day adds
up to $2,190 a year.

= Thinks he may have to pay for the
whole car if he doesn't buy this waiver,
not just $500 or $600.

« Thinks he must buy it to be protected
from third-party claims.

- Doesn't know that many of the cov-
erages in his own auto policy follow him
when he drives a rental vehicle.

« Doesn't realize his employer's work-
ers compensation and group benefit plans
already give him personal accident pro-
tection.

= Isn't aware of the number of onerous

provisions in the rental contract that

could strip him bare of all protection, in-
clu<ling that for which he paid extra.

Ralph Nader, where are you when we

need you?

Lawrence J. Bell

Assistant vp-risk management

REVCO D.S. Inc.

Twinsburg, Ohio

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

liability coverage
tailor-made for

your clients

You can offer your municipal clients
an "off-the-rack" policy ... 2nd alter it
with endorsements to fit some of their
unique needs.

But why?

When you can give them the only
policy completely tailor-made for

them?™?

The Marinco municipal liability

< policy always includes such critically

impoftant coverages as police profes-
sional liability and third-party
coverage.

t is always written on an "occur-
rence basis -- never on "claims

made.:' _ _ o

Options include public officials'
errors and omissions, as well as
deductibles for the extent of self-
insurance.

For more information on Americas
onl){.custom-.r{ltade Ilioability pollic¥ for
IeS, Writen sSpecilal-

{s ﬁ rhun L¥ang 0

icipal ins e, call or

write today:

BMayinco

Mc[rinco, Inc. « RO. Box 17800
San Antonio, Texas 78217+800-531-7224
800-531-7205- In Texas 800-292-5721
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Chapter 11 filing doesn
terminate pension plan

Continued from page 2

difficulties and in 1978 sought pro-
tection from its creditors under
Chapter 11 of the U.S. Bankruptcy
Code.

The PBGC, the federal agency
that guarantees workers' basic pen-
sion benefits, became aware of
Broadway's financial problems in
1980 when it received inquiries
from Broadway employees about
the status of their company's pen-
sion plan,

A PBGC investigator assigned to
the case learned that Denis Mous-
souri, Broadway's treasurer, be-
lieved that the filing of a
bankruptcy petition automatically
terminated the company's pension
plan.

The PBGC discovered that

The Ideal combination

In one form or another, many a bombshell has
been dropped in many a boardroom over the

begins with the idea:
Boom atthe top.

MUTUAL INSURANCE COMPANY
AND THE OPTIMUM COMPANIES

years. And the boom in stockholder suits and

class-action suits aimed at Directors and Officers
has made it obvious that virtually all corporations
ought to have [)60 Liabilky coverage. What may
be less obvious is the availabili of [)60 liability

To: Marketing Department
Ideal Mutual Insurance Company

Telephone: 1-212-685-3300

coverage tailored to a company's specific needs.

At Ideal we help to customize [)60 insurance

protection. We are
and medium sized

MAMF

TITIF

particularly interested in small
public corporations, including

COMPANvV

financial institutions. For more information on

Directors and Officers Uability coverage-plus the
ideal Combination of innovative ideas and solid

ANNRFSS

crry STATF

dependability-please call or send the coupon.

260 Madison Avenue, New York, N.Y. 10016

Yes, I'm interested in the Ideal [)60 Liability program.

W
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Broadway did not have enc
assets in its plan to pay prorr
benefits, and on Dec. 5, 1980,
PBGC filed claims with
bankruptcy court as a Broad
creditor.

Under the Employee Retiren
Income Security Act, the PE
can seek up to 30% of a compa
net worth to pay for pension bc
fits if the company's pension 1
doesn't have sufficient assets to
guaranteed benefits to workers
retirees.

On March 16, 1981, Broadr
filed a formal notice with
PBGC that it intended to termir
its pension plan.

In its notice, Broadway propo
a retroactive termination date pi
to Dec. 31, 1979. By that date
company felt that participants
the plan knew that the plan,
terminated, said Remy Ferrario,
attorney with Shea & Gould
New York.

By contrast, the PBGC usua
insists that a termination date be
sooner than 10 days after the not
to terminate is filed.

By setting an earlier terminati
date, a company reduces t
number of employees who a
vested in its plan, which reduc
the benefits the company will ha
to pay out.

When Broadway and the PBC
were unable to reach an agreeme
on the plan's termination date, tl
PBGC went to court to get a feder
judge to set a termination date.

In dismissing Broadway's reque
for a retroactive termination dat
Judge Duffy noted that PBG
rules bar retroactive terminatio
dates except in "highly unusw
cases."”

In addition, Broadway had n
legal basis for believing that filin
a bankruptcy petition automati
cally terminated its pension plar
Judge Duffy suggested.

In fact, he said prior case la
stipulates three possible termina
tion dates of a pension plan, witl
the earliest applying:

- Ten days after the employe:
notifies the PBGC that it intends tc

terminate the plan.

- The date the PBGC first rec
ognizes the need to terminate the
plan and can notify the partici-
pants.

+ The date the employer notifies
all participants of the plan's termi-

nation.

The earliest of these three would
be the termination date, he said.

Based on this, the correct termi-
nation date for the Broadway plan
is Dec. 5, 1980, Judge Duffy said.
That is the date the PBGC deter-
mined that the Broadway plan was
insufficiently funded and should be

shut down.

"It was at this time that the cor-
poration (the PBGC) should have
notified all (Broadway) participants
of the anticipated termination to
preclude increased exposure,"”
Judge Duffy said. .

Hospital costs rise
14% in Washington

WASHINGTON-The average
daily cost for hospital care in the
metropolitan Washington area rose

14.4% in one year to $387.10 from
$338.48.

But that increase, recorded be-
tween March 31, 1981, and March
31, 1982, was slightly lower than
the 15.8% increase during the pre-
vious 12 months, says Group Hospi-
talization Inc., the Blue Cross plan
serving the Washington area.

Between 1981 and 1982, the aver-
age length of hospitalization in the
Washington metropolitan area re-
mained unchanged at 8.5 days de-
spite the cost increase. .
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C..11) (KNOWLEDGE)

One of the world's leading insurance groups,
insurance Corporation of Ireland, has established
an American branch office in Chicago, lllinois.

We can provide knowledgeable, immediate and we have a depth of understanding and
service to qualified brokers on risks and awareness of your underwriting needs. In
costs for surplus and excess lines as well as Ireland there's a word that says it best.
reinsurance questions. Eolas.

We have experience, we're responsive You don't have to be Irish. Call us.

(i) INSURANCE CORpORATION Of |RE|JANd

200 South Wacker Drive Chicago, lllinois 60606

(312) 559-0509

datebook

NOV. 11-12. Exempt Organization: Tax Strate-
gies and Legal Problems program ir. San Fran-
cisco, sponsored by the Practising Law Institute;
$325 Also, Dec. 9-10 in New York. PLI, 810 Sev-
enth Ave., New York, N.Y. 10019; 212-765-5700

NOV. 11-12. Confined Space Entry workshop in
Dallas, sponsored by Loss Prevention Associates;
$285. Loss Prevention Associates, Box 59888, Dal-
las, Texas 75229; 214-241-0396.

NOV. 15-17. Advanced Safety Management
course in Atlanta, sponsored by the International
Loss Control Institute, $350. ILCI, Box 345, Logan-
ville, Ga. 30249; 404-466-2208.

NOV. 15-18. Inspector Training seminar in
Houston, sponsored by the International Safety
Academy; $490. ISA, 10575 Katy Freeway, Box
19600, Houston, Texas 77024, 713-932-9400

NOV. 15-19. Practical Risk Management course
in London, sponsored by Risk Research Group
Ltd.; 590 pounds (approximately $1,000). Eilspeth
Jones, RRG Ltd., Bridge House, 181 Queen Vic-
toria St., London EC4V 4DD England; 01-236-
2175; telex, 8811636 RRG G

NOV. 15-19. Assets Protection course in Saddle
Brook, N.J, sponsored by the American Society
for Industrial Security; members, $595; non-mem-

Our D&O policy has covered

some of the biggest targets
IiNn the financial world.

oS

MGIC now extends this vital

protection to directors and
officers of other businesses.

i
1!

111

threatened if they are sued for alleged wrongful

acts committed while performing their duties as
directors and officers?

Our D&O policy will give them the protection they
need. Also important, it will give them peace of

For many years, MGIC's D&O liability policy has
been offered exclusively to financial institutions.
We are the leader in this field, where directors and
officers are highly vulnerable to lawsuits because of
the complexity of their day-to-day operations.

mind, free from the fear of personal financial loss.
It's a "fringe benefit" that is very effective in
attracting and retaining competent executives.

MGIC's D&O policy can be designed to precisely

match the needs of your organization. You can

Recognizing a growing need, we are now offering
this same specialized protection to directors and
officers in other businesses... both profit and

nonprofit.
P agent or broker.

How about o r executive targets? Are they

protected? Or will their personal assets be A.M. Best rating at A+, XIV.

select from a wide rarge of liability limits,
deductibles and other options. For complete
information, talk to your independent insurance

MGIC

bers, $650 American Society for Industria
Security, 2000 K St N.W., Suite 651, Wash'

ington, D,C. 20006; 202-331-7887,

NOV. 1649. Construction Insurance sec,
ond annual conference in Dallas, sponsom

by the International Risk Management In H
stitute; $435. IRMI, Building m, Suite 208
10300 N, Central Expressway, Dallas, Tex |

NOV 18139 Fundamentals of Qocupe-

tional Health Programs course in Long
Grove, lll., sponsored by National Loss
Control Service Corp.; $250. George Krafci-]

sin: Yo, NATLSCO, Long Grove, Il 60049,

NOV. 18-19. Techniques of Risk Manage-
ment seminar in Washington, sponsored by
the International Institute of Safety &
Health; $245. 1ISH, 5010A Nicholson Lane,
Rockville, Md. 20852; 301-984-8969

NOV. 19. Loss Avoidance seminar in Col-
lege Park, Md., sponsored by Shand, Mora-
han & Co. and the University of Maryland
School of Architecture; architects/engi-
neers insured through Shand, Morahan,
$55; others, $145. Jim Ruiz, Shand, Morahan
& Co. Inc.,One American Plaza, Evanston,
1ll. 60201; 312-866-0765

NOV. 21-24. Apprenticeship and Train-
ing institute in Hollywood, Fla., sponsored
by the International Foundation of Em- |
ployee Benefit Plans; members, $390; non-
members, $465, IFEBP, 18700 W. Blue-

moupd RIad, Box 6 BrzO
sored by the International Foundation of
Employee Benefit Plans; members, $470,
non-members, $545. IFEBP, 18700 W. Blue-

mound Road, Box 69, Brookfield, Wis.
53005;414-786-6700.

NOV. 22-27. Aviation Safety Program
Management course in Sydney, Australia,
offered by the University of Southern Cali-
fornia; $950. USC, Office of Extension & In-
Service Programs, Institute of Safety &
Systems Management, LAs Angeles, Calif.
90007; 213-743-4617/6523.

NOV. 24-26. Captive Insurance Com-
panies course in London, sponsored by
Risk Research Group Ltd.,350 pounds (ap-
proximately $595). Sue Moore, RRG Ltd.,
Bridge House, 181 Queen Victoria St., Lon-
don EX:4V 4DD England; 01-236-2175. .

NOV. 25*. Hazard Control Sampler for
Managers program in Washington, spon-
sored by the International Institute of i
Safety & Health; $295; $250 if three or more j
are registered from the same company.
IISH, 5010A Nicholson Lane, Rockville,
Md. 20852; 301-984-8969

DEC. 1. Accident Investigation And f
Analysts seminar in Houston, sponsored ,
by the International Safety Academy; $150. F
ISA, 10575 Katy Freeway, Box 19600, Hous- *,
ton, Texas 77024; 713-932-9400,

DEC. 1-2. Qil Field Health and Safety 1

conference in Houston, sponsored by The 1
Energy Bureau, $695. Registrar, The En- f
ergy Bureau Inc., 41 E. 42nd St,, New York,
N.Y. 10017; 212-687-3178.

DEC. 2. Effective Safety Committees se
minar in Houston, sponsored by the Inter-
national Safety Academy; $150. ISA, 10575

Katy Freeway, Box 19600, Houston, Texas X
77024; 713-932-9400. t ]

DEC. 2-3. Nuclear Litigation program in
New York, sponsored by the Practising
Law Institute; $375. PLI, 810 Seventh Ave.,
New York, N.Y. 10019; 212-765-5700

DEC. 24. Employee Benefits and Work-
ers Compensation: A Shotgun Marriage¥
conference in Miami, sponsored by Risk
Planning Group Inc, $600. Eileen B. Calla-
han, Conference Coordinator, Risk Plan-
ning Group, 722 Post Road, Darien, Conn.
06820, 203-655-9792.

DEC. 54. Public Employees conference in
Orlando, Fla., sponsored by the Interna-
tional Foundation of Employee Benefit
Plans, members, $390; non-members, $465.
IFEBP, 18700 W. Bluemound Road, Box 69,
Brookfield, Wis. 53005; 414-786-6700

DEC 6-10 Basic Safety Management se-
minar in Houston, sponsored by the Inter- J
national Safety Academy; $535. ISA, 10575
Katy Freeway, Box 19600, Houston, Texas
77024; 713-932-9400.

DEC. 7. Safety/Loss Control by Objec-
tives seminar in Tampa, Fla., sponsored by
the International Safety Academy; $150.
Also, Dec. 14 in Los Angeles. ISA, 10575
Katy Freeway, Box 19600, Houston, Texas
77024; 713-932-9400

ing Alternative conference in Nassau, Ba-
hamas, sponsored by Risk Planning Group
Inc., $200. Eileen B. Callahan, Conference
Coordinator, Risk Planning Group, 722 Post
Road, Darien, Conn. 06820; 203-655-9792.

DEC. 840. Captives: The Offshore Fund 1 1
-

DEC. 8-11. Benefits Proceming institute
in Orlando, Fla, sponsored by the Interna-
tional Foundation of Employee Benefit
Plans, members, $390; non-members, $465
IFEBP, Box 69, Brookfield, Wis. 53005; 414-
eSS T O . =



Disease claims pose huge threat: Attorney

By STEPHEN TARNOFF

Workers compensation was in
part designed to be a quick way to

CHICAGO-conppegessate people, Mr. Schuch

fighting the growing number
of occupational disease claims
have the law "stacked against
them," an insurance company
attorney says.

Speaking at a National
Safety Congress & Exposition
seminar, Robert Schuch, re-
gional legal manager for the
Wausau Insurance Cos. in
Wausau, Wis., said that occu-
pational disease cases are in-
creasing rapidly and covering
areas not originally intended

by workers compensation leg-
islation.

Mr. Schuch said, for exam-
ple, occupational disease
claims in Wisconsin have in-
creased 150% during the last
three years.

"Occupational disease cases
are very expensive and very
difficult to defend,” he said.
"They are still a small percent-
age but they are growing and
growing fast-like a snowball
going downhill."

Currently, a Wisconsin
worker can receive $289 a
week tax-free if he or she can
successfully claim temporary
total disability and $79 a week
for permanent partial disabil-
ity.

INn additional, a claimant
with permanent total disabil-
ity can get $289 a week for the
rest of his life, along with all
medical expenses related to his
or her injury. A death benefit
of $75,000 is also awarded if
the claimant dies before 1,000
weeks of disability benefits

have been paid out, Mr.
Schuch said.

"It is not uncommon for a
young person who has been
declared to be a permanent
total to be an exposure to his
employer or the employer's in-
surance company for about
$500,000," he explained.

"That is one of the big prob-
lems with seeing an occupa-
tional disease case. If you have
a permanent total on your
hands, you're talking a lot of
money."

Mr. Schuch attributes the

rise in occupational disease
claims to two factors:

- Employees have become
more aware of diseases due to
greater publicity.

» Such cases are very lu-
crative for plaintiffs' attor-
neys.

Because plaintiffs don't have
to pay their attorneys unless
they win, "the worker has
very little to lose" by filing an

occupational disease claim, Mr.
Schuch said.

The definition of what is
covered under occupational
disease has also increased sig-
nificantly in recent years, he
added.

Occupational diseases that
are "on the upswing" include
asbestosis, other pneumocon-
ioses, dermatitis, hearing loss,
injuries to the internal organs,
job stress and cancer.

"These are the things going
through your employee's
minds these days," he said.
"Anything they think is un-
usual is somehow related to
employment.

"The last occupational dis-
ease that I'm seeing a lot of are
heart attack cases. People are
now saying, 'Something
frightened me,"' 'l was under a
lot of stress at work,' 'l was
doing a lot of exertion.’

"If heart attacks, cancer and
stress are all to be covered
under workers comp, what
else is there to die from?"

said. "However, when we're talk-
ing about an exposure of $500,000, |

pert who can testify to the worker's
loss of future earning power.

In addition, workers compensa-
tion law is liberally construed in

don't know that | want to see it favor of granting awards to plain-

done quite so haphazardly and
quite so quickly."

Mr. Schuch also that occupa-
tional disease claims are a problem
because they involve maladies with
no established compensation sched-
ules. Rather than paying a set

amount as is done for other in-

juries, a worker can bring in an ex-

tiffs, he said.

"You've got one foot in the grave
and one foot on the banana peel,"
he added. "Sometimes you go to
these hearings and you feel like the
applicant's only burden is to state
his name and address, and then the
burden shifts to you to disprove
everything about the case."

Mr. Schuch also said that com-
panies have little opportunity of
having a decision overturned once
it is made in favor of the plaintiff.

In addition, "How do you defend
a case when the first exposure was
35 years ago?" he asked those at-
tending the session. Most of the
time, he explained, no records dat-
ing back that far exist because em-
ployers didn't think they had a
problem at the time.

Employers also have difficulties
proving that the workplace en-
vironment was not responsible for

the claimant's injury, he said.

"Let's take the person who has
smoked three packs of cigarettes
for the past 22 years, but has also
worked in a foundry and he comes
down with cancer," he said.

Years ago, the disease would
have been attributed to smoking,
he said. But there have been recent
rulings that said if there is a syner-
gistic effect between the carcino-
genie effect in the environment at
work and the cigarette smoking,
that's enough to qualify the worker
for compensation. .

Risk. Having someone behind you can be reassuring.

There are some risks thatyou simply can't face alone. That's why
Corroon & Black stands behind you at each stage ofyour risk management
program. Evaluating your cash flow. Analyzing past losses. Forecasting future
ones. And offering you the best risk financing alternatives.

Butyou'd expect this innovative, professional approach from one ofthe
world's top business insurance brokens. So, contact us. We'll show you the
difference a helping hand can make.

/ r, CORROON & BLACK

1 Puttwq insurance risksNigtpngerspective

Street Plaza, New York.

5-212-363-4100
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If your products
spendalotoftimeatsea,
you needaninsurer with

both feet onthe ground.



Each time you ship cargo abroad, you're send-
ing not only a piece of your business, but also a
piece of your reputation. Both of which are too
important to be taken lightly. That's why, like
the other parts of your business, it needs to be
properly protected.

But protecting your property at sea can be
much more complicated than protecting it on
land. For one thing, your property is out of your
hands and in someone else's.

To be a marine underwriter requires an
intimate knowledge of insurance laws and prac-
tices all over the world, as well as an equally
intimate knowledge of seaports, piers, shipping
practices and marine law. At AFIA, we specialize
in that kind of knowledge.

A case in point: Marine Cargo daims can
have all sorts of unusual ramifications on both
sides of the water. Just recently, we wrote a
policy for a major television network sending
video equipment to Ecuador. Aside from the
usual concerns, like having the equipment arrive
safely, the network was equally concerned
about whether they would have the equipment
back safely and in time to cover pro football in
the fall. We handled it efficiently, quickly and
properly. So the next time you see your favorite

team score on a double reverse, chances are we
had a hand in helping it run smoothly.

That's just the sort of thing which exemplifies
the innovative, young-thinking attitude we have
at AFIA. For a long time, we've had the reputa-
tion of being an old-fashioned company. In a
way, that's true. But only because, at AFIA, old-
fashioned means experienced, knowledgeable
and dependable. Combining that experience with
an aggressive posture is what AFIA is all about.

AFIA has been involved with U.S. imports and
exports to and from practically every country in
the world since 1918. There are approximately
250 marine claims and settle ment offices in the
AFIA claims network to serve you. And because
AFIA is active in 135 countries, we know the
ropes on land and at sea.

In fact, to a lot of people whose products spend
a lot of time at sea, we're the salt of the earth.

AFIA

VWORLDWIDE INSURANCE

Theolderweget
theyounger we think.

AFIA Worldwide insurance, 110 William Street, New York, NY 10038 Atlanta, Boston, Chicago, Cleveland, Dallas, Houston, Los Angeles,
Miami, Minneapolis, San Francisco, Seattle, Washington, D.C. and 230 other cities around the world.



16 / business insurance, November 1, 1982

Comp costs won't decline in '80s: Consultant

By STEPHEN TARNOFF

CHICAGO-Occupational in-
juries and illnesses will be drama:i-
cally reduced in the 1980s because
of job safety and health improve-

334 O

ment: and the modernization 09

American industry, an industrial
consultant says.

But those improvements could be
accompanied by higher workers
compensation costs, more product

POLICE

PROFESSIONAL
LIABILITY

A+ BEST RATED
COMPANIES,

COMPETITIVE
PREMIUMS

THOROUGH WORDING

A\ID COVERAGE

COVERS
"WRONGFUL ACTS’

ARISING OUT OF LAW

ENFORCEMENT
ACTIVITIES

liability claims fromm workers and
additional government regulation.

Raymond P Boylston of Ennis,
Lumsden, Boylston & Associates
Inc. of Chapel Hill. N.C., said at last
month's National Safety Congress
& Exposition that workers com-
pensa.ion costs will continue un-
abated throughout the decade.

"The high cost of occupational
injuries and illnesses will continue
due to workers and their represen-
tatives insisting on proper compen-
sation." Mr. Boylston said

He said shat the "singlE most im-
portant fuoure im-. ct" cn workers
compensation claims will be
chrcnic obstructive lung disease
also known as COLD.

'The major change in COLD
compensation concerns the trend of
stale coml:ensation administrations
to grant benefits for aggravation of
pre-existing pulmonary disease
such as asthma, bronchitis and em-
physema," he said.

"Since about 25% of all workers
at age 65 or greater have some
chronic obstructive lung disease,
thE potential compensation cc,sts
could be very great."

In addition to workers compen -
sat:or claims, employers will likely
be faced by more product liability
lawsuits claims filed by employees,
he added.

Even though lawsuits against
employers are largely prohibited
by state workers compensation
laws, Mr. Boylston said employees
can currendy sue their enaployers
in California, Massachusetts, Ala-
bama and West Virginia,

"This increasing liability lawsuit
problem is expec:ed to continue at
an increasing rate in the future," he
said. "As with workers compensa-

tion, the best employer defense
against the liability problem is to
maintain an effeczive occupational
safety and health program.”

Government regulations, espe-
cially those enforced by the Occu-
pational Safety and Health Admin-
istration, will continue t6 have an
effect on workplace safety during
the 1980s, but mcre emphasis will
te placed on voluntary compliance
with those rules, Mr. Boylston said.

"Some very significant trends
have developed under the Reagan
administrat,on to reduce the nega-
-ive impact of OSHA on business.
However, most informed observers
3elieve that any future decrease in
OSHA emphasis may be small. The
maximum le-emphasis may have
already passed."

But "failure of .ndustry to accept
:he challenge and do an effective

ob will result in a new wave of fu-
-ure job safety and health regula-
Sons," he added.

The desire of employees to par-
licipate in job-related activities
during the decade will be satisfied,
lo some degree, ty participation in
iob safety programs, he said.

"Those companies recognizing
the need for and advantages of em-
ployee invclvement in occupational
safety and health will be among the
industrial leaders for the future,”
he explained.

The nation is already seeing new,
improved management systems for
managing ccupational safety and
health. he said. "Those companies
with effective jot safety and health
programs have learned that safety
is a line sipervisory responsibility
and cannct be celegated to staff
personnel.

"Beginning with the ranking

company manager, each dep
ment head, unit manager and
pervisor must be directly invol
in safety and health activities. 9
involvement must include chah
management and supervis,
safety committees and assignm
of specific safety and health coo
nation responsibilities.”

Overall, Mr. Boylston said t
the opportunities for improving
cupational health and safety
good in the wake of the natic
past mistakes.

He said government intervent
into safety areas has stemmed fr
American industry not keepj
pace with other countries in i
proving the industrial working c
vironment and industrial mana;
ment systems not keeping up w
significant changes in worke
education and desires.

In addition, past labor-manal
ment relationships have not f,
tered a cooperative, team approa
and in some cases caused an adyv,
sarial relationship.

As a result, the government k
enacted rules like the Occupatior
Safety and Health Act of 1970, t
Consumer Products Safety Act, C
Toxic Substance Control Act at
various Environmental Protecti,
Agency regulations.

Mr. Boylston said "goc
progress" has also been made by i
dustry in incorporating job safe
and health improvements wh,
automating and retooling its plant.

"New high-speed machine.
with much-improved guarding an
local ventilation is being installed
he said. "Replacement of old nu
chinery with high-speed units
also creating more work space an
more orderly facilities."



SOME THINGS
ARE BEST LEFT
TO THE EXP TST

The Person-To-Person

System That, Works With You

NATLSCO serves clients from coast to coast. But it is not only our size
and ability to operate on a national and local basis which enables us
to consistently provide the high quality service we are known for. This

--»exceptional service also results from the peop/e of NATLSCO and our
person-to-person system of working with you. It is this approach that
.makes the NATLSCO-client partnership so successful.

Top management is available to talk to you. Our claims management
-» account coordinators provide direct contact between you and.our
claims.people throughout the country. Managers of our industrial - -
hygiene serVice work directly with their clients. You can talk at any time
to the safety coordinator assigned to your company. And you can call
directly to the manager of our Environmental Sciences Laboratory.

Person-to-person communication -that's the NATLSCO way of
____working with you.

= For more information about how we can work together,
call Fred Minchk, Vice President, Risk Management Services.

Call Toll Free:
800-323-9585. In lllinois: (312) 540-2010.

Nans[O

National Loss Control Service Corporation
Long Grove,.lllinois 60049



16 / OUSINneSS. inSUTanCe, iNUVeinuet 1, 1006

Keeping a watch

Business-Insurance gives you total news coverage of loss pre-
vention, risk financing and'benefit management. Every week.

Annual subscription (52 issues) in U.S. dollars.

on your business

plon- -

rth-"Atume

I— r

<
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is our business.

Use this form, or the card in this issue, to enter

your subscription to Business Insurance.
Or call (312) 649-5221.

Business Insurance

Circulation Dept. 740 Rush Street Chicago, IL 60611

(Check here:) Surface Mail. By Air.
USA D $40

Canada O $54 C] $90
Bermuda Mir on/y) O $85
Europe/Middle East (Air only) 01%$75

All oth6r foreign 0 $54

0 new subscliption. 0 renewal. O pa,nent enclosed.
[1bill me. E bill company.

name (please print)
title

company

nature of business:-

O business or O home address.

city state/country

0 Please send information on your special 25%-off group rate

for five or more subscriptions.

0 | prefer not to receive information or advertising by mail frorr

companies not affiliated with Crain Communications:
Mall to:- Business Insurance

Circulation Dept. 740 Rush Street Chicago, IL 60611

ur logo; the. head of an eagle,
the body of a lion, symbolizes the two
largest insurance markets. Our Group has
the strength of both markets, the versatility
and opportunity of America and the
experience and continuity of England.

Stephen L. Way International is a
Managing General Agent and Surplus Line
broker with offices in Texas, California, and
New Jersey. The London broking company
is Bain Dawes (London) Ltd.

Precedence is given to large
commercial accounts, specializing .in all-
aspects of the transportation industry,
includingautomobile, marine and aviation.
The Group also includes two insurance
companies, the International Indemnity
Company of Texas and the Bermudan based
Trafalgar Reinsurance Company.

So when you see our logo, you
won't see fancy colors, frills, or catchy
one-liners. You will see straightforward,
honest information and our success will

speak for itself.

Stephen L. Way International
13403 Northwest Freeway

Houston, Texas 77040

(713) 462-1000

Telex: 77-5999

Rates on request.

zip/postal code

Safety can be
basis for firm's

management plar

Continued from page.3
when approaching company man-
agement.

"Speak management's language,”
Mr. Bird said. Know how much
will exactly be saved, give adequate
information in a timely fashion and
be aware that a manager is predo-
minantly interested in economic
considerations affecting the com-
pany's budget.

"Saving lives is not why manage-
ment's in business,” Mr. Bird
added.

"A manager will usually give
priority response to items pos-

sessing the potential.for the gi
test proportion of results for
least investment of available
sources," he said.

If the company is using an uns
object, just don't go to managem
and tell them someone is likelj
be killed, Mr. Bird added.

Tell the manager what the lik,

hood of an accident occurring
how much it will cost to control

risk of an accident, what the alt
native methods of control are a

how successfully the risk can
controlled.

"A manager is predominan
interested in those economic cc
siderations affecting his own bi
get," Mr. Bird said.

"Don't waste your time on a:
cost that isn't-on that man's buds
or on his ledger. He has a vest

interest.”

Mr. Bird advised loss-contr
managers not to emphasize safe
alone when trying to sell a safe
program to management.

Safety for safety's sake is.not
major priority of management, 1
explained.

"It (safety) doesn't sell very we
Safety is low on management's m,
tivational scale.”

But Mr. Bird said that some con
panies institute- procedures - that i
effect make safety a very high pr
ority and the basis for improvin
cost, productivity and return on ir
vestment.

For example, a properly exe
cuted safety program can improv
quality control.

"They know- if they have a top
notch, well-designed safety pro
gram, quality will take care of it
self," he said.

Loss-control managers shoulc
change their safety programs sc
that they become mission-oriented
Mr. Bird added.

"A safety analysis keeps youi
profit down because it is not a mis-
sion-oriented.analysis."

Mr. Bird explained that does not
mean that companies should not
conduct job safety analyses.

"But you want to make sure that
your quality analysis and your pro-
duction analysis are also going into
the procedure. I' am against job
safety procedures as. they are fre-
quently written. They are not mis-
sion-oriented,” Mr. Bird said.

"What we need is more informa-
tion for the worker on how to do
the job the right way. He-screws up
because he doesn't do the work
properly, not because he doesn't
know how to work safely. And
when we speak this kind of a lan-
guage, we are speaking the lan-
guage that management listens to, ..
Mr. Bird added.

A properly implemented, mis-
sion-oriented safety program wiill
reinforce other management objec-
tives that relate to quality control,
Mr. Bird said, including employee
attitude; skills, knowledge, fitness
and the safety of structures, ma-
chines, equipment, materials and
processes.

Finally, Mr. Bird said that.it is
essential for loss-control personnel
to know the proper tools to sell
their programs to management.

Mr. Bird told the session. that a
loss-control manager trying to sell
a safety program to management
must use a formula that involves
getting management's attention,

developing its interest, building
personal desire through the prom-
ise of real benefits and obtaining
management's commitment to ac-

T - = —



NA/Aetna to stress smaller package plans

By LEN STRAZEWSKI

'HICAGO-Smaller commercial

kage insurance plans and inde-
ident agents will be the keys to
,wth for INA/Aetna, CIGNA
-p.'s redesigned property/casu-
/ division, executives are telling
‘nts around the country.

lut large commercial risks, em-
asized by INA for the past five
ars, will not go wanting, they
led later to Business Insurance.
2IGNA, the product of the land-
irk merger of INA Corp. and
nnecticut General Corp., took
e reorganization of its prop-
:y/casualty insurance division on
3 road to 46 cities and 10,000 in-
pendent agents last month to ex-
iin the combination of INA and
;'s Aetna Insurance Co. and pro-
*eanew products plan to inde-
ndent agents.

Five teams of senior executives,
siting two cities a day from Oct.
1 to Oct. 22, told the story of
TA/Aetna and what it could do to

5lp agents recapture small to me-
um-sized commercial risks.
"We want to be the agent's
anker,” CIGNA Executive Vp
)hn R. Cox told about 200 agents
t Chicago. "We are asking to be
iur No. 1 insurance market, pro-
ide financial support when you
ant to buy other agencies, assist in
aining and be the company you
ime to for computerization, rating
nd policy issuing needs."

Mr. Cox and other executives ex-

lained that INA/Aetna will oper-
te in two divisions, wholesale and
etail. Wholesale services will de-
ign and service coverage for large
ommercial risks that generate
nore than $500,000 in premium for
asualty insurance or $1 million for
vorkers compensation or demand
ayered or excess property insur-
INnce coverage.

Unusual or excess/surplus lines
:overage also will be administered
iy the wholesale division.

The retail division will focus on
products for agents, including a re-
cently introduced series of nine
commercial insurance packages.

The packages, called the "Ad-
vantage Series," include coverage
for funeral directors, manufactur-
ers/contractors, retailers, wholesal-
ers/distributors, service industries,
commercial residential property,
office buildings, institutions and
small businesses.

The new packages, Mr. Cox
added, are easy-to-read and rate so
the agent can communicate terms

Why more
companies

are separating
their Texas

workers' comp
coverage.
Savings.

Even though the state of Texas
sets manual rates for all carriers,
we're allowed, in addition to the
mandated premium discounts, to
pass savings from operational
efficiencies and loss reduction back
to our policyholders in the form of
dividends and retro returns. $79
million total in 1981 alone.

And only a large Texas carrier-
like Texas Employers'-can provide
the prompt, /oca/ service you should
have for your Texas operation. Get
the complete story.by calling our
National Accounts Division at (214)
653-8100.

-ASSOG-Tien

Dallas, Texas 75221

Employers Insurance of Texas:

Texas Employers- Insurance Assn,
Employers National Insurance Co.
Employers Casualty Co.

fmployers National Lite Insurance Co.

and the cost, subject to underwriter
approval, to the buyer.

Agents also can look forward to
expanded underwriting authority
and many may be allowed to issue
policies themselves, INA/Aetna ex-
ecutives said.

Although the subject of the mar-
keting campaign was the agent-
controlled small and medium-sized
risk marketplace, INA/Aetna has
no plans to de-emphasize or limit
its commitment to large commer-
cial risks or tailored risk manage-
ment programs, Mr. Cox told BL
However, the company expects
stronger growth in coverage for
smaller firms.

"Sure, we can still grow with the
jumbo accounts,"” Mr. Cox said.
"But we do about $2 billion in
wholesale premium and about $3
billion in retail. The retail business

is already bigger and has a larger
growth potential."”

Jack Morrison, INA/Aetna's se-
nior executive vp and chief under-
writing officer for both the whole-
sale and retail divisions, agrees. "In
the next seven to 10 years, we will
be emphasizing the retail side
where we feel we will have great
potential strength.”

As director of INA Special Risks
until the CIGNA merger, Mr. Mor-
rison spearheaded INAs entry into
large, layered insurance programs
and risk management products.

While the large risk business
boomed, retail market share "was
just holding its own," he said. The
addition of package programs and
additional mass-marketed coverage
for affinir, industry groups may

soon light a fire under the smaller
business lines.

Financial analysts who watch
CIGNA stock hope so, too. But they
are a bit more skeptical.

"It has to be viewed as a defen-
sive measure," remarked Michael
Frinquelli, vp and analyst at Salo-
man Brothers in New York. "You
have to hold on to what you have
and the small- to medium-sized
commercial risks are probably the
single most competitive aspect of
the marketplace right now-and
the biggest.”

Stock agency insurers have been
losing market share in this business
niche for years to large direct writ-
ers like Allstate, State Farm and
commercial insurance mutuals, he
added. So INA/Aetna has little
choice but to design a plan to try to
get some of the market share back.

"All the insurers are looking
forward to limited premium

growth with losses and expenses
growing," he said.

The appeal to independent
agents is also predictable, added
Michael Lewis, financial stock ana-
lyst and insurance specialist at E.F.
Hutton Group Inc. in New York.
"They must get agent loyalty to go
after this business. Primarily, the
small business is agent-controlled."

Although INA/Aetna was not
emphasizing its advanced service
capability to agents during its pre-
sentations, another analyst, Dennis
Callaghan, first vp at Dean Witter
Reynolds Inc., thinks that the in-
surer's experience with big risks
may give it an edge.

"Small and medium-sized buyers
are interested in the same risk
management services as big risks
now and the insurer which pro-
vides them to agents will prevail.".

NICAUTO ENTRY

COMPUTER SERVICES NEWS

Automated group claims reporting
boosts productivity, attracts clients

Gallagher Bassett:
MCAUTO system provides
a competitive edge.

The Gallagher Bassett Insurance
Services, Division of Arthur J.Gallagher
& Co., a national administrator of
self-insurance plans, found that the
MCAUTO group claims reporting
system (GCRS) does more than de-
crease paperwork; it's responsible
for attracting as many as four new
clients in a.single month.

According to Robert Strom, vice-
president of field operations, the sys-

tem allows the company's employee
benefits administration division to
offer better client service.

"Not only does GCRS pay claims,
it verifies eligibility, confirms cover-
ages, prints invoices, and produces
almost instantaneous daily and month
end financial summaries. It signiti-
cantly improves our clients' ability to
manage the costs of their benefit
plans:’

Information control through
distributed processing.

The MCAUTO system, installed in
September, 1981, uses a powerful
minicomputer in the Gallagher Bassett
claims office, linked to a mainframe
in the MCAUTO teleprocessing net-
work.

A minicomputer,-leased from
MCAUTO, controls the CRTs, line
printer, and local storage, allowing

‘A...O

Robert Strom, Vice-President of field operations, Gallagher Bassett Insurance Services.

cornplete control of all claims func- vider identification, calculates bene-
tions. Information is instantly available fits according to user-controlled
for screen editing and daily process- schedules, checks policy limits and
ing before transmission to MCAUTO deductible provisions, and adminis-
for batch report processing. Reports ters coordination of benefits.

are printed in the claims office. For more information, call (314)

Claims output increased 30%. 232-8021. Or just mail the coupon.

MCAUTO GCRS handles all types
of health benefits including medical,
dental, orthodontia, vision care, pre-

W. R. Vickroy, MCAUTO, Dept. KK-500
Box 516, St. Louis, MO 63166

D Please send me information on MCAUTO

scription medication, and weekly in-
demnity. At Gallagher Bassett, it has
substantially improved accuracy and
efficiency.

Strom states, "Before GCRS, our
monthly reports were released 35
days after close of business for the
claim month. Now reports are ready
for distribution by the third working
day. Daily claims output is up 30%.

An alternative for large
companies: On-line
claims processing.

MCAUTO also offers a group
claims process system (GCPS) that
puts large insurance. companies in
direct contact with their own or
MCAUTO computers. GCPS instantly
verifies claimant eligibility and pro-

Insurance Systems.

0 Have your representative phone
me for an appointment.

Name

Title

Company Name

Admess

City

state Zip

Phone

NMCAUTOIN .
MCDONNELL DOUGLAS *1
Setting the standard in computer services L.>J






"TONOFTHE

LOGRAM.

Just about every Fortune 500 company at one time or another has discussed its captive insurance
program with AlG. After all, AIG has a lot to say. We have a long history of deep involvement with captive
clients. We started long before a lot of other insurance companies entered the field, when an American
International Company's Havana office managed the insurance subsidiary of a major oil company over
35 years ago.

We have domestic and international facilities which match up with those of the Fortune 500 and are
unrivalled by other insurers. In fact, we have more people in more offices in more countries-bround the world
than any other American insurer. That means local coordination and service in justabout any country
in the world.

We have complete control of our unified operations in over 130 countries. And there's a fully-staffed

' captive management operation in Bermuda that's one of the largest employers on the island.

AlG companies offer a service other insurance companies wouldn't dare offer: We can arrange for
prompt remittance of locally-collected premiums due a captive. AlG can guarantee captives that cash
will be remitted from most places in the world within 25 days (except where government restrictions apply).
Other insurers often take months.

AIG routinely deals with regulatory insurance bodies the world over. So it's easy for us to keep a client
on the right track when it comes to regulatory compliance.

AlG Risk Management, Inc., an AlG subsidiary specializing in captive services, devises and implements
programs to meet specific client captive needs. AlG Risk Management has complete facilities for
underwriting, accounting, engineering, and claims handling, and can call upon any AlG facility to implement
any captive service necessary. anywhere in the world.

Also, AlG Risk Management can show how to involve captive
clients in third-party business as reinsurers, whether the needs are
for diversification or income.

N6 wonder the industrial giants of the world have come to the
AlIG Companies for help.

Whether you're a corporate captive or an association looking ny .
into forming a captive, contact AIG Risk Management at (212) 770-6824. '7ip Fhnne
Or use the coupon. AIG Risk M_anagement. Inc.

Whatever your company's needs, when you talk with AIG, you'll 70 Pine Street

 ONCEAGAIN
REANSWERISAIG

Please send more information. | want to know

about Captive Insurance Programs. 81-11-1-82

Name/lirip
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CUTTING PROPERTY LOSSES

Clients are controlling the problems
with 14-part plan devised by insurer

By James A. Lambert

TNDUSTRIAL RISK Insurers recently
lexamined 1,169 losses totaling $172
million that occurred during a three-year
period. An analysis of these losses
revealed that human failure-errors of
commission or omission-contributed to
97.9% of them.

That is a significant percentage and IRI
decided to do something to control it. In
late summer of 1981, a task force was
appointed to develop a management
system that would help prevent single
human errors from:multiplying into
full-fledged disasters.

Everyone agrees programs are needed
to manage the interaction among people,
hazards and protection equipment. But
not everyone can implement them. Some
simply lacked the resources, personnel or
time to devote to this type of project.

IRl wanted to develop an overall
system that could be modified for useat
any facility. The overview committee
that prepared the program included
members of the national research, human
resources and communications
departments, as well as members of the
national engineering staff.

Management's commitment was seen
as the necessary foundation for any
serious loss-prevention effort, and the 14
interlocking programs that took shape
were viewed as a wall or barrier against
disaster (see diagram).

Called Overview, the
system was-introduced in
April 1982 at the annual
Risk & Insurance
Management Society
conference as a tool that
managementof any
facility could useto meet
its property loss-control
responsibilities. Overview
consists of 14 separate
programs that can help
management develop or
strengthen its own
loss-prevention and
control program.

Overview is directed at
those members of
management who have
the authority to make .
things happen in their
companies. Each of the 14
Overview sections
consists of an
introduction, a statement.
of the problem and an
action plan aimed
specifically at top
management. These
sections explain various
problems and their
significance and tell
management what

approach it might take when setting up
programs to combat these problems.
Each section also contains a
background pdrtion that explains how to
go about establishing the various
programs. This portion is aimed not at
management but at those who will
actually develop and implement the .

program.

Overview's 14 seetions, which run the
gamut from topics as simple as smoking

regulations to more complex subjects
such as hazardous materials evaluation

sections, are:
* Impairments to protective systems.
- Smoking regulations.

- Maintenance.
- Employee training.
= New construction.

- Insurance company

recommendations.

- Pre-emergency planning.
« Hazardous materials evaluation.

« Cutting, welding and, other hot -

work.

N\

Impairments

Employee

training

Insurance

recommendations

Hot work

Fire
equipment
inspection

Management commitment to
loss prevention and control

Pre-emergency

F o wo

* Loss-prevention inspections.

« Fire protection and security
surveillance.

« Fire protection equipment
inspection.

= Process hazard evaluation.

» Proper housekeeping.

These kinds of loss-prevention and
control programs are not new, but
Overview's approach to them is. For the
first time, they have been gathered into
one document to be used as an easy
reference guide. Apparently, the
approach is valuable. Within six months
of Overview's introduction, IRI
distributed all.5,000 copies of the first.
printing, many in multiple copies to
single companies, and a second printing
is almost completed.

The first section, "Impairments to
Protective Systems," explaini the
problem of impairments in detail and
describes the actions management should
take when faced with such impairments.
These actions include assigning

TS S .

Smoking
. Maintenance
regulations

New

construction

Hazardous

planning materials

Loss

prevention Surveillance

inspection

Hazard

evaluation Housekeeping

., 9**St -

responsibility for supervising the
impairments, adopting a detailed system
for supervision and making sure that
appropriate'personnel know the
importance ofimpairment handling.

Overview also deals wih "Smoking
Regulations."” To establish smoking
regulations, management must determine
where smoking can and cannot be
permitted and must let its employees
know what they have decided.
Management must then discipline those
who violate the regulations.

The"Maintenance" section is designed
to help develop a comprehensive
maintenance plan. Iltsuggests that
management establish a written policy
for each facility and appoint an
experienced individual as maihtenance
manager. This individual will then set up
the actual maintenance procedures,
establish a maintenance information
system and set up a training program for
maintenance personnel.

Of course, training programs are
needed for more than just maintenance
personnel. Overview's "Employee
Training" section suggests that each
company develop an effective program
for everyone who needs it. To do this,
management should appoint a training
director to supervise the development of
a.written program and inform all
employees of the need for proper
training. Management should also

demonstrate its support of
the program by making
sure that none of the
decisions relating to job
performance-and
procedures violate those

1 2 taught in the programs.

To prevent losses that
might occur at a plant
during construction, the
section called "New
Construction" suggests
that management start an
aggressive
loss-prevention and
control program at any
site for which it is
responsible. To establish
this type of program,
management must make
sure the installation of
protection features keeps
pace with the progress of
construction.
Management should also
appoint a fire brigade
chief and assign an
individual to coordinate
the loss-prevention
aspects of the construction
asy project at the site.

Management is also
responsible for
Continued on nezt page
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perspective

How to avoid wasting time on the job

By Kenneth P. Shapiro

LAST MONTH % golumn discussed the

the best use of their time. Thefollowing
expands on that by pointing out common
time wasters and how to avoid them.

To avoid time wasters, we must first
identify them. A useful tool is to keep a
time log. Reviewing your log will indicate
some obvious activities that are
time-consuming but not productive.

But how can you avoid these intrusive
activities? Here are some tips.

1. Delegate.

Ask yourself: Is there anyone else in the
organization who could perform this task,
attend that meeting or convention?

2. Make telephone time more
productive by:

*Scheduling calls. While telephones
are essential lifelines of business, they can
also cause us to waste a great deal of time.
The interruption of telephone calls can be
distracting and disrupt our flow of
concentration when we're working on an
important project. One possibility is to
schedule all calls for a certain time of day.

* Screening and delegating. Experts

management

suggest logging calls just to get an idea of
how much time is spent with whom on the
phone. Generally, 80% of the calls are
coming from 20% of the callers. One way
to cut down on the number of incoming
calls is to set a special time for calls, as
mentioned above, or to have a secretary
screen them. Calls can also be assigned to
someone else. If a lot of time is being spent
on the-phone with the same people over
and over again,.try coming up with a way
to consolidate the calls.

» Cutting down on the length of calls.
To cut down on the length of phone
conversations, keep a three-minute timer
by the phone to become aware of the time
you spend. Also, curtail the social aspects
of calls without being abrupt.

3. Control conversations with others.

Sometimes, wehave a need tosocialize at
the office, but we must be realistic when this
becomes detrimental to our effectiveness.
When we are talking with associates about
business-related problems or situations,
encourage them to come to the point. It is

helpful to be briefed in writing before a
discussion so as not to waste time on
background. Finally, find a polite way of
getting people who ramble back on the
track. One way of doing this is to ask clear,
precise questions until they are answered.
4. Limit meetings.

We have meetings for a variety of
reasons: To conduct legitimate business, to
disseminate information, to provide an
audience for someone, to socialize, habit
and, sometimes, even to pass the buck. We
usually have a specific purpose for calling
meetings but sometimes they outlast the
original intent and become time wasters.
Ask yourself:

* Is the meeting really necessary? The
first thing that needs to be determined
about any given meeting or committee is
the necessity for it. Has the meeting or
committee outlived its usefulness? When
forming a committee, it's a good idea to
state the purpose, set a deadline and then

dissolve the committee after the deadline

is met. Before calling a meeting, ask

whether there is a reasonable alternatir
Could the information be disseminated
a memo or some other way?

- Is attendance really necessary? W
invited to a meeting, we must ask
ourselves if our presence is really

necessary or if there is someone else wh
could(Po and brief us later. Before
I

attending a meeting, it is useful to state |
those involved the amount of time we
have available for the meeting.

« Am | prepared for the meeting? Be
clear about the goals that are to be
accomplished in any given meeting. Giv,
the participants a written agenda ahead
time so they know what issues are going
be covered and can be prepared.

* Have | set a time limit? Before the 1
meeting, set a time limit and then stick t,
both the agenda and that limit.

£ Shanro s a
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Insurer devises program to control losses
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Continued from previous page
following up on insurance
recommendations. Overview can help

a program to determine the hazards of
substances within its facility and develop
methods to disperse.information to those

that deal with those substances.

A related section is one in which
hazards associated with processes and
operations are evaluated so that they can
be controlled. To establish an effective
program, Overview's "Process Hazard
Evaluation" section suggests developing
an evaluation.policy that states all new or
revised operations and processes should

then select the types of surveillance that
will adequately cover these areas.
Management should also designate a
representative to oversee the security
program and evaluate changes in the
plant for program modifications.
Another part of any facility that
requires. careful attention is the fire
protection equipment. This equipment
must be operable at all times, so
management must develop a program to
regularly inspect, test and maintain it.

Management should then see to it that
personnel are chosen and trained to
eonduct the inspections, with the
cooperation of all employees.

This loss-prevention inspection
program is the one that provides essential

feedback needed to tell whether the 13

other loss-prevention and.control

programs have been implemented as
intended. With theloss-inspection report ,
form, inspectors can check housekeeping

practices, maintenance procedures and

here, too. The section on "Insurance be formally investigated and existing According to Overview's section on "Fire

smoking regulations throughout a i
facility. They can -make sure that ,
hazardous materials are being evaluated. '
They can check on hot-work permit

programs, fire protection and security |

Company Recommendations" suggests procedures be formally reviewed. This Protection Equipment Inspection,"” the

that the property recommendations made philosophy should then be incorporated first step in this program is the

by the insurer are fully understood. Then into the company's safety policy appointmentof an individual to monitor

management should have someone make statement. Finally, management should it and report to management. Selected

engineering and cost analyses. After
reviewing them; management should
establish a schedule for completing the
recommendations.

Because experience has shown that
action in emergencies isseldom effective
if not planned in advance, Overview
includes a section on this critical subject.
"Pre-emergency Planning" suggests
management first appoint an emergency
coordinator, then create and disseminate
a customized plan that will reduce loss by
anticipating emergencies and developing
appropriate measures. Next, management
should make surethat a private fire
brigade is formed and encourage training
with local emergency agencies. Finally,
management should seeto it that the
pre-emergency plan is used when needed
and modified to keep pace with changes
in property, facilities and,processes.

One thing that can help a plant develop
an effective pre-emergency plan is a
hazardous materials evaluation. Most
facilities handle a number ofhazardous
chemicals and they must be evaluated in
order to plan proper precautions. The

section on "Hazardous Materials

Evaluation" helps management establish

develop evaluation teams and review
their investigations to determine if- the
relative hazard isacceptable. If it is not,
management must decide how to hahdle
it.

In order to prevent losses caused by hot
work,.management should establisha
comprehensive program that helps
control those hazards. The "Cutting,
Welding and Other Hot Work" section
lays out the elements in this program.
They include assigning responsibility for
itsdevelopment, establishing and
implementing a permit system and
providing the equipment and personnel
necessary to put safety regulations into
effect.

Fire protection and security ,
surveillance allow management to
continuously monitor a plant for
emergencies, notify the fire department
when an emergency occurs and keep
intruders out. However, adequate
surveillance systems are often difficult to
set up. Before.management.designs a
system, Overview's "Fire Protection and
Security Surveillance" section suggests

that it determine which areas of the

facility are not always occupied. It can

personnel should then be trained to
conduct the inspections and tests.
Management should also make sure that
effective steps for reviewing the reports
have been established, deficiencies are
correctedand reports are filed for
subsequent insurance company review.

A portion of any managementprogram
for loss prevention and control involves
the development of practices in
Overview's "Proper Housekeeping”
section. Again, management can establish
these practices with a written program. It
should then appoint a housekeeping
committee to be responsible for initiating
and implementing proper practices and
for reporting needed changes.
Management should inform all
employees of the committee's authority
and actively demonstrate support of
proper housekeeping through positive
reinforcement.

Finally, there is the section on "Loss
Prevention Inspections.” To set up an
effective inspection program, Overview
encourages the use of inspection report
forms in standard procedures in making
loss-prevention inspections. IRI even
provides a sample report form.

surveillance. In short, this program

- allows management to monitor the

effectiveness of all the 13-other.programs
it has established.

Each of the Overview's 14 sections is a

tool.that can be used to help control and
prevent property loss. Of course, all
programs donot apply equally to all
plants. But those that do should be
developed, implemented and monitored.
Overview can help manage risks only if
it is used.

Next week: What Overview can tell

management.

For a complete Overview kit, contact
Patricia Sasso, Communications
Department, Industrial Risk Insurers, 85

Woodland St., Hartford, Conn. 06102;
203-525-2601.

James,1. Lambertis
vp-engineering for In-
dustrial’Risk Insurers
in Hartford, Conn. He
is responsible for.moni-
toring losses and loss
trends and evaluates
the progress of engi-

neering programs like
Overview.
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Where the strong
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How to spot a worker faking an injury

The worker that malingers after an injury could
very well meet the criteria in the "Faker Profile"
developed by Emory University's Pain Control
Center in Atlanta, Ga.

Of the 900 patients the Emory University clinic
sees annually, only about 15, or 1% to 2%, are faking
their pain, says Stanley D. Chapman, a psychologist

there.

According to Emory University, the following
marks a faker:

= The worker will often not show up at the pain
clinic for his first appointment and will not make
an effort to cancel or postpone the meeting.

« The employee has no words to describe the
pain he is feeling, but is overly dramatic and gives
an unprompted denial that he is malingering.

- The patient has a negative workup for organic
disease.

- The worker shows a poor willingness to be
evaluated (for his or her disability) and exhibits an

Vv 4

Tell me more about CS ONLINE O. CS INTERACT O. and/or
CS GRAPHICS 0, Corporate Systems' newest advances in risk

information technology.

Name
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zZiP Phone (-)

Mau to: Corporate S¥stems « P.O. Box 31780 * Amai,illo. Texas 79120

overalllack of commitment to physical therapy.

- The employee gives evidence during theinitial
interview that he realizes there is an economic gain
to be made in connection with chronic pain behav-

ior.

= The worker has a history of manipulative be-
havior.

= The worker's report on his pain disagrees with
reports from his spouse or other family members
who are asked for their reaction in separate inter-
views.

- Before the question is asked, the worker will
bring up his fervent desire to get back to work.

"The malingerer is a loser that is hard to treat,
but an employer must try to get at the worker's
inability to cope," said Mr. Chapman.

"A worker who is faking pain may very well
have psychological problems, but the malingerer
shouldn't be rewarded financially or any other
way," he added.

Injured workers' paii

can become chronic

Continued from page 3

doctor orders more tests, but
doesn't tell the worker why. This
adds more tension. The employee
hurts from the muscle inflamma-
tion and is scared, adding more
muscle tension, which increases
pain.

He's worried about paying bills,
and he can't sleep. The doctor
orders sleeping pills, setting the
stage for another serious complica-

tion of chronic pain-drug misuse
or addiction.

The "sick role” solidifies as the
worker is relieved from the stress
and responsibility of working and
gets extra attention and sympathy
from his or her spouse.

And then the employer provides

ays the m

Now
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Corporate Systems has always been the most

complete risk management information system.
Now we're aso the most flexible.

It all adds up. Our newest developments .
CS Online, CS Graphics, and CS Interact. .enable
Corporate Svstems to respond to every data need of

risk management, claims management and safety

management.

Now the industry's most complete facility for data

base management has these new and important

pluses:

+ CS Online-

instant online access to your

complete data base, anytime

+ CS Graphics- immediate on-terminal graphic

capabilities to plot any time-

series data in a bar, or point

graph

+ CS Interact-

"user friendly," English lang-
uage programming to design
and produce your own reports

Any way you figure it, Corporate Systems' new
additions equal complete flexibility.

Don't settle for less than the most flexible system

for data base management. Find out more. Call toll
free in the U.S. and Canada, (800) 858-4351, or
(806) 376-4223 in Texas. Or send the coupon.

Leadership in
Risk information Technology

State

Burmorate

sstims

another reward for sickness-

ability income.

"There is data today that sho
significant relationship betwef
spreading 'disability epidemic’
the liberalization of workers e
pensation and disability laws,"
Brena added.

When does an acute pain frory
injury become chronic? It's imi
sible to tell because no one
measure pain, says Stanley
Chapman, a psychologist w
works with Dr. Brena in the L
versity's pain control center.

"Pain is 100% physical and 1(
psychological because it varies
people," he adds.

"Prior to the 1960s, we thought
chronic pain as a mental disea
but it's really classical coriditioni
just like Pavlov's dog who he.
the bell and starts salivating 1
cause he has learned to expect fc
when he hears the bell.

"We can't measure pain, but -
can measure behavior,"” he sa
"AnNd we know that behavi
rewarded becomes more likely
occur.”

"The time course of pain, impa
ment and disability following ,
accident can be viewed as a s
quential series of events," says |
Brena, "ranging from the injury
a phase of conditioned disability."

The Emory Pain Control Cent
developed the following soci
model for disability that it believ,
precedes chronic pain in workers:

« Crisis buildup from job dissa
isfaction and poor coping skills.

= Accident.

- Medical intervention thi
complicates the healing process. (.
physician fails to communicat
with the worker and tell him or hE
what testing is necessary and wh
it is crucial and can help prevent a
acute injury from becoming
chronic pain.)

« Stabilization of chronic pain.

= Legal intervention. (An attor
ney stretches his client's condition
attempting to get disability for th,
worker.)

- Learned helplessness as th,
worker becomes more accustomec
to his sick role.

The worker that can't deal witk
pain and learns to develop a help-
lessness that is rewarded affects the
employer in indirect ways, too.

Half the population over the age
of 40 has chronic pain, but many
employees cope with it.

However, those that don't cope
may not always be evident to the
employer, but may affect the bot-
tom line when it comes to lost pro-
ductivity or sick days.

The Panel on Pain to the Na-
tional Advisory Neurological and
Communicative Disorders and
Stroke Council in 1979 found a
high price associated with pain.

The council found that 65 million
workdays are lost annually due to
migraine headaches, with about 40
million Americans suffering from
chronic headaches.

Another 93 million work days
are lost each year because of
chronic low back pain. Altogether,
about $14 billion is spent annually
on the treatment and compensation
of low back injuries by U.S. em-
ployers.

In a study of 97 workers exa-
mined at Emory University for

complaints of low back pain, almost
67 % demonstrated pain behavior in
excess of medical findings and
were still on workers compensation
benefits years after the original in-
jury, said Dr. Brena.

If the employer fails to intervene
quickly and learned pain sets in, a
sophisticated evaluation is neces-
sary to motivate the patient to com-
mit him- or herself to a pain reha-

Continued on page 28
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Workers with chronic pain can be treated

Continued from page ZE
bilitation program, says Dr. Brena. The conditioned
state of disability has te be completely wipec out.

An evaluation should include a review of the in-
jury, an assessment of the illness behav.or, es:ab-
lishment of a pain classification and impairment
rating, a vocational evaluation and a specific disabil-
ity rating for a specific job, says Dr. Brena.

The Emory Pain Control Center uses the Hester
System, which consists if 27 vocational tests, such as
analyzing manual dexterity, coordination and per-
ception, to name a few.

After testing, the raw scores and demographic
data are fed into a ccmputer, which analyzes the
individual scores and matches them with job charac-
teristics contained the U.S Dictionary :0i Occupa-
tional Titles.

"Disability evaluation should be the bas.s for
meaningful planning and counseling following pain
rehabilitation,” he said.

"We need to convince injured workers tha: they
would have the support of all parties if they make

Talbot, Bird & Co., Inc.

an honest effort to reiurn to work," pointed ou Dr.
Brena.

Vocational counse:ors. rehabilitation nurses, legal
professionals and the employers themselves should
all be involved in this crucial process, which Dr.
Brena calls "humane recycling of injured wirkers to
productivity."

To grant a disability status to wcrkers with lew
impairment ratings is socially irresponsible and
medically wrong, concluded another group )f re-
searchers at Emory University. "It condemns :hose
workers to a lifesty:e of learned illness and hcpless-
ness.

"In addition, it rewards the worker for coninuing
:0 complain about the pain and so avoiding work
and other functional activities."

"It would be much more sensible to take some of
tne money from the huge sums currently paid to
maintain workers in a state of conditioned s*kness
and use it to propide economic incentives Zor the
injured worker ta return to work after rehibilita-
tion," the researchers concluded.

Marine underwriters and .Vanagers

Late benefit statementi

to cost employers mon

By JERRY GEISEL

WASHINGTON-It's going tc
cost employers more next year it
thay are late filing their annua.
benefit statements with the Inter-
nal Revenue Service.

The Tax Equity and Fscal Re-
sionsibility Act increases the pen-
alty for failing to file Fcrm 5500,
which describes a benefit plan's f.-
nancial operations and conditions,
to $25 for every day past the dead-
line from $10. Form 5500 is sup-
posed to be filed within 21) days of
:he end of a plan's fiscal year.

The new penalty also toosts the
maximum late-filing fenalty to
515,000, up from $5,000. The higter
charges will apply to reports due
after Dec. 31, 1982.

washingtdn

About 650,000 benefit plans
file Form 5500 every year.

Pregnancy law

The Supreme Court should
block the Equal Employment
Opportunity Commission's at-
tempt to expand the scope of
the Pregnancy Discrimination
Act, a business group says.

The National Chamber Liti-
gation Center, the legal policy
arm of the U.S. Chamber of
Commerce, has filed a brief
with the high court asking it to
review an EEOC rule that re-
quires employers to offer equi-
table pregnancy benefits to
spouses of male employees.

Under that rule, employers
must offer the same health
care benefits to male employ-
ees' wives as are provided to
other employees' dependents.

But the litigation center, in
its brief to the court, said the
Pregnancy Discrimination Act
only was intended to regulate
pregnancy benefits for em-
ployees, not for their spouses.

In addition, the cost of pro-
viding equal pregnancy bene-
fits for spouses can be enor-
mous. "The cost for a single
company to comply with these
(EEOC) guidelines can exceed
$450,000," the center noted.

Appellate courts are divided
on the issue. In a case earlier
this year involving Newport
News Shipbuilding & Dry
Dock Co., the 4th U.S. Circuit
Court of Appeals in Richmond,
Va., upheld the EEOC guide-
line (BI, Feb. 1).

Several months later, how-
ever, the 9th U.S. Circuit
Court of Appeals, in a case in-
volving Lockheed Missiles &
Space Co. Inc. of Sunnyvale,
Calif., said the 1978 law only
requires employers to offer eq-
uitable pregnancy benefits to
female employees (Bl, Aug. 2).

The amicus curiae brief was
filed in the Newport News
Shipbuilding case.

Social Security

Senate Majority Leader
Howard Baker, R-Tenn., says
any action on overhauling the
financially ailing Social Secu-
rity program should be taken
during a special congressional
session next year.

Mr. Baker last month ruled
out taking up Social Security
problems during the lame-
duck session this year.

A blue-ribbon presidential
commission is supposed
begin making recomme-
tions this month on how
Security can be restor

cal stability.
Members of C.4

Nneed time to rr
cuss the comp

fore they r
Mr. Baker

Mear«
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agent/ Drokertopics

Minority

brokers

By DONNA LEIGH VANISH

Minority agents and brokers, like their competitors,
are grasping for a share of big corporate insurance
risks. But many can't get near enough to grab hold.

When you branch out to service more than the mi-
nority community, many doors are closed, says Milton
Moses, president of black-owned Community Insur-
ance Center Inc. in Chicago.

Community is one of many minority agencies and
brokerages that are trying to compete for majority-
owned business. This section tells the stories of some of
those firms.

"We only want an opportunity to compete,” Mr.
Moses explains. "Give us a fair shot and kick us out if
we don't perform.”

The same sentiment is echoed among many other mi-
nority agents and brokers. "That segment of the mar-
ket (medium-sized to large corporate risks) just isn't

open to us," agrees another black agent.
However, some minority agencies and broker-
ages, including Community, are getting a shot
at portions of some Fortune 500 companies'
insurance programs.

Will big risks

still elude
struggling
competitors?

Companies like Beatrice Foods Co. and lllinois Bell
Telephone have awarded insurance accounts to minor-
ity brokers. Some corporations that have government
contracts must extend this opportunity because of fed-
eral equal opportunity laws but others do it out of a
feeling of social responsibility.

But these efforts to recognize minorities sometimes
pose problems of their own and may even provide cor-
porations with excuses for not continuing the effort,
minority agents say.

The awards are usually pieces of a much larger in-
surance package. Some, Mr. Moses points out, are such
small portions that the minority agent or broker may
lose money on the project. That's just tokenism, he says,
not a business relationship to help the agent or broker
grow.

Sometimes companies overlook the largest minority-
owned agencies and brokerages and give coverage to a
very small minority-owned agency or brokerage that
may not have enough expertise or manpower to handle
the risks they are asked to place, Mr. Moses says.

"If they can't handle it, the policyholder can stop
doing business with minority firms,"” Mr. Moses says,

Continued on nezt page
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Hispanic agent captivates neighborhooc

By DONNA LEIGH YANISH adds. "Many people
4 don't know what they 8/

CHICAGO-Not all agents and brokers have to do when an ac- _1 /O U R*ZO 1 ' V V fI O S m
face fierce competition cident occurs L) -

One agent, who draws clients from a While information on
mostly Hispanic neighborhood on Chicago's procedures for reporting
West Side, says he doesn't have to race troops a loss IS vital and must
of other agents to his policyholders' doors be understood, the tech-

That's because his firm, Spanish Commu- nicalities of the insur- -.
nity Insurance Agency, is practically next ance policy itself are Just
door to his clients As President Juan R Val- as important to a client
desuso walks around the nel?hborhood he Here, however, policy-

can point to many of the smal busmesses and holders haveto resort toj .
say, "They have insurance with me " English.

And the ones that don't do business with Only one insurance CASAI
his office nhow may buy from it later For ex- policy is written in FU EGO'

ample, the owner of the furniture store next Spanish, Mr Valdesuso
to Mr Valdesuso's agency switched all of his explains-an auto policy

commercial and most of his personal insur- for tourists traveling in

ance to the Spanish Community Insurance Mexico where standard CNVI DA [

Agency after 10 years of buying insurance U S auto insurance poll- *% A
from Allstate cies aren’'t valid

The keZ to success seems to be commit- Insurers print all 1

ment to thé neighborhood commercial needs other policies, commer-
and a willingness to do business m the lan- cial and personal lines, -
guage of the community in English, Mr Valde-
Spanish-speaking agents are relatively suso says, though "some
rare, even in Chicago where about 10% of the insurance companies do s
population is Hispanic There are only about write brochures in
five Hispanic independent agents in the city, Spanish "
Mr Valdesuso notes English IS a second L
Small commercial accounts make up about language to Mr Valde-
70% of Mr Valdesuso's book of business, he suso, too Born in Cuba,
says "l do a lot of small group health business his family emigrated to
packages in the neighborhood,' he says, add- the United States when ,

ing that virtually all of his agency's §800 000 the Castro regime confi- f

nnual prenfium volum rom re- seated the fanfily furni-

ferrals ture factory after the #
"I'm indebted to the Spanish-speaking law- revolution
yers in town," he says He entered the insur- Photo Mary Herlehy

Placing his neighbors' risks isn't difficult, ance business in 1964, selling life insurance Juan Valdesuso. Spanish Community Insurance

Mr Valdesuso says It's only difficult for the for the Minneapolis office of American Na- Agency Inc., speaks his clients' language.
policyholders to get coverage if they don't tional Property & Casualty Co

meet standard requirements "They have to In 1970, he moved to Chicago for a hfe in-

keep in line with the insurance company surance sales position with The Prudential more contracts, due to the efforts of some

standards " Insurance Co of America agents and brokers and a turn in the market
Mr Valdesuso also tries to help his clients "After two years, | decided to open an that made the industry more competitive

solve their exposure problems For example, agency" along with a partner, Mr Valdesuso Spanish Community Insurance Agency
a grocery store that does commercial cooking recalls "At first, we only had a contract with currently has agency contracts with with five
on the premises may not have proper fire The Travelers Corp, but it was amazing how insurers including CNA Insurance Cos, The

protection much insurance we sold " Travelers and St Paul Fire & Marine Insur-
"l inspect the risk Many times | advise The Spanish-speaking community wasn't ance Co
people they can invest $50 or $70 (to elimi- being serviced, Mr Valdesuso contends. Once the agency acquired a contract with
nate an exposure) and save money on their In 1973, Mr Valdesuso bought out his part- CNA, Mr Valdesuso recalls, the insurer set a
insurance premium,” he says ner, who then opened a grocery store down first-year goal at $50,000 "That year, we hit the first of the year, he adds.
Advising his clients is easier for Mr. Valde- the street and became another of Mr Valde- $135,000 " Minority-owned agencies and brokerages
suso than for other agents trying to service suso's clients Minority-owned agencies and brokerages haven't completely won the war to get a fair

the area because he speaks their language The agency grew slowly until 1976 when are impeded by the inability to attract addi- crack at insurer contracts, Mr Valdesuso
"People prefer dealing in Spanish," he says insurance industry profits took a nosedive, tional insurer contracts, Mr Valdesuso con- contends While some insurers have felt they
English is a second language to many of the taking some agencies with them. tends "had to give contracts to minorities,” they
neighborhood business owners and the Many minority-owned insurance firms, in- "We could do a better Job if we had (con- may take them away when the competitive
agency's policyholders feel more comfortable clu(ling Spanish Community Insurance tracts with) more insurance companies." His market eases up
speaking in Spanish, especially when trying Agency, lost contracts with insurers Mr Val- insurers don't always have the best price and Insurance isn't Mr Valdesuso's only in-
to understand the technicalities of insurance, desuso recalls his clients could sometimes do better by volvement in the Hispanic community
he adds. Along with other minority agents and bro- going to another agency, he points out. He's an officer with the Cuban-American
The agency also uses Spanish for written kers, he says he fought "a real hard battle" to The agency can handle the additional con- Chamber of Commerce, which provides him
communications, Mr Valdesuso notes Re- get contracts with major insurers, pushing it tracts, Mr Valdesuso says His staff of four business contacts and enables him to put
newal letters, for example, are in Spanish. as far as discussions of a lawsuit (see story keep the files up-to-date, he notes. "We have something back into the community, he says
For personal lines, the agency has printed below) zero backlog " You can't expect to get something out of
in Spanish an information card on what to do The suit was never filed because minority Mr Valdesuso plans to begin investigating the community unless you're willing to put
in case of an auto accident, Mr Valdesuso agencies and brokerages began to be awarded other insurers for potential contracts after some effort into it, he stresses

Minority brokers reach for corporate risks

Continued from previous page Mr Burkhardt explains. The two agencies or rate accounts, these minority agencies and minority agencies representing them, he
citing some unsuccessful experiences brokerages share income and gain experi- brokerages may also have to fight to win claims.
Companies should award risks to minor- ence from the program maijor insurer agency contracts History also shows that contracts minority

ity-owned agencies and brokerages that can "It's a business solution to a sociological However, heavy insurer competition in the agents hold aren't etched in stone, Mr
handle the business or they should set up a problem, recognizing minorities may have last few years has put some major insurer McDowell adds When insurance companies
program to aid minorities in gaining the in- disadvantages," he says contracts within minority members' reach, capacity was pushed back in the mid-19705,
surance experience they need to branch out But these arrangements sometimes bring many note minority agents lost many of their contracts
into mainstream business, he contends other problems with them, contends Alvin J Maryland Casualty Co, according to Mr

Some professional colleagues are trying to Robinson, executive vp for Community In- Until two years ago, minority agents and McDowell, canceled his contract in 1975. say-
do Just that through co-broker arrangements surance Center brokers fought a long, hard battle for greater ing it had to reduce its agency force The in-
One of the purposes of these arrangements is "Many times majority brokers only allow access to major insurer contracts, notes James surer said It chose Beneficial by using the
to let minority agents and brokers gain expe- you to be involved in token servicing," he C McDowell, secretary-treasurer of Benefi- last-hired. first-fired formula, Mr. McDowell
rience in handhng large corporate risks, ac- says In that case, all the minority agent or cial Insurance Agency Inc. in Chicago, also says.

cording to Lawrence W Burkhardt, senior broker gets is a commission check. black-owned Maryland Casualty had no comment on the
vp and Midwest regional director for Fred S "What we wind up with is money, but In mid-1980, an association of minority seven-year-old cancellation

James & Co Inc and co-chairman of the in- nothing else, from the relationship; Mr agents, including Mr McDowell, threatened Minority agents are at a disadvantage be-

surance committee of Chicago United Moses adds Insurance is a people business, he to file suit against insurers and charge dis- cause most are small businesses, Mr

says, and minority agents and brokers expect crimmation in the awarding of agency con- McDowell contends They don't have the vol-

Chicago United IS a consortium of black, to be involved in servicing the chents in a tracts, he recalls. ume to remain on the insurers' list of agency

white and Hispanic business executives co-broker arrangement The suit was never filed Perhaps as a re- contracts when the insurers are cutting back,

organized to improve business opportunities To the minority agent or broker, the value sult of the group's efforts and the increase in he adds
for Chicago-area minority members Most of of the experience gained from the relation- competition among insurers for premium If another round of cuts 15 just around the
the major Chicago-area insurance brokerages ship may even outweigh the value of the dollars. minority agencies won several con- corner, as some industry observers say, mi-

are members commission tracts, he says (see story, above ) nority agents fear they'll lose contracts again,
Under a co-broker plan, a corporate risk "We'd tell the other broker, "We'll handle The field, however, isn't as wide-open for Mr McDowell notes

manager selects both a minority- and a ma- (the servicing) and send you the commission minority agencies as it is for their majority "The fight may be easier the second time

jority-owned large agency or brokerage to check," Mr Moses says counterparts, Mr McDowell contends around," he speculates, "because of the way

service part of a corporate insurance account, Besides having to battle for major corpo- Some insurance companies don't have any insurance companies hate public pressure " |
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INNEAPOLIS-Insurance
yers are far more interested in

3 to offer than whether the agent
a member of a racial or ethnic
nority, says one agent.

'People in the business commu-

their insurance, contends Ber-
rd Glover, president of Glover
surance Agency Inc., the only
ack-owned agency in the Minne-
olis-St. Paul metropolitan area.
"l don't think color has anything
do with it," he says, although
's met "isolated examples" of
ce being a factor when he's solic-
ng business for his agency, which

Mr. Glover's nearly 16 years of
cperience in life insurance in-

tive as well as a sales manager for
rudential Insurance Co. of

merica. He opened an agency in

:rved as a life insurance sales
rresentative.

"I had a lot of clients that wanted
ke to handle their property and
asualty insurance," he says.

Dreams of benefits from owning
is own business further pushed
im to start the agency, Mr. Glover

"I wanted to build a business that
an create jobs and income for my
hildren," he explained. "Working
or Prudential, | was building pen-
ion checks, but that was all."

By owning the agency, Mr.
3lover notes that his children can
,ither take over the business when
ie retires or sell it and reap the
)roceeds.

"In the meantime," he adds, "it's
:rowing by leaps and bounds."

The agency has grown has grown

pertise in handling property/casu-
alty risks, Mr. Glover says. While
he does attend training seminars,
much of his experience has been
gained by learning as he goes, he
notes.

Relative inexperience in the
property/casualty market isn't a
problem, however. "In everything,
you have to stay on top of
changes."

A few insurers have also given
"excellent assistance in helping to
get the agency off the ground," Mr.
Glover says.

Glover Insurance currently has
agency contracts with Western
Fire Insurance Co. in Fort Scott,
Kan., and St. Paul Fire & Marine
Insurance Co. in St. Paul. Both
companies "really took an interest
in the agency," he says.

Getting contracts for a newly
opened agency isn't easy, however.
"I've approached a number of other
insurance companies," he says.
"Everything is fine but when they
meet me, the whole story changes."

Mr. Glover says that one insurer,
Minnesota Farmers Mutual Insur-
ance Co., based in the Minneapolis
suburb of Minnetonka, seemed in-
terested in appointing him an
agent. But he says the insurer
changed its tune after meeting him.

"Before they met me, they went
along with everything but the con-
tract. After (the meeting) they
made a lot of excuses."

Minnesota Farmers blames the
misunderstanding on an overzea-
lous field representative.

"Sometimes the field rep gets
things going, but he doesn't make
the final decision" on contracting
with an agency, says William Laid-
law, president of Minnesota Farm-
ers Mutual. "Someone can misin-
terpret that (zeal), but we reserve
the right to reject agents from the
home office."

Mr. Laidlaw says that Minnesota
Mutual looks at an agency's experi-

services,

A/Err

ence level when evaluating the
business. "If they're new, we nor-
mally choose not to do business
with them."”

Location of the agency also plays
a part in the insurer's evaluation,
Mr. Laidlaw continues. While the
insurance company can't redline,
"we may not take an agency in the
inner city," he says.

Some insurers believe that if an
agent is black, "he's going to spend
his time (prospecting for business)
in the black community," Mr.
Glover contends. That, however,

not race,

isn't even possible here, he notes,
because there are not that many
black-owned businesses in the
Twin Cities.

"I would starve if | were only
looking for black business," he

says.

In fact, only 5% of the population
of the metropolitan area is black.

The neighborhood surrounding
the Glover Insurance Agency on
the near-north side of Minneapolis
is being re-established as the a vi-
able business district, Mr. Glover
notes.

"A lot of people who moved
away from the north Minneapolis
area have moved back in," he says.
"The neighborhood will grow up
around the agency," he predicts. a

Affirmative action slowed

Affirmative action to employ minorities is difficult for brokers
who are trying to reduce their number of employees, according to
affirmative action officers for major brokers.

There just aren't many brokers who are hiring, other than on a
selective replacement basis, one brokerage affirmative action officer
confirmed. That makes it hard to increase the opportunities for mi-
nority members within the company. Producers or account execu-
tive positions may be particularly difficult for minority recruiting
since most brokerages are hiring only sales staff with long and sue-
cessful track records. . .

Moreover, though federal contractor regulation mandates affir-
mative action, it is unclear exactly what is expected by the Reagan
administration, according to the affirmative action officer for Marsh
& McLennan Inc.

None of the major brokers would discuss the results of their affir-
mative action programs with Business Insurance, though most tried
to emphasize (@at they are active within economic constraints.

Alexander & Alexander Inc., for example, establishes guidelines
for an affirmative action program for each branch office and re-
views what each branch develops to fit its particular needs, accord-
ing to Thomas L. Davis, vp for personnel for Alexander & Alex-

ander Services Inc.

"We also audit their performance on a quarterly basis," he adds.

PILOT ANNOUNCES
Foul*POINT PLAN TO CUT
MEDICAL INSURANCE COSTS.

RISING COSTS COULD VERY WELL UNDERMINE THE

HEALIH CARE STRUCTURE OFAMERICA. HERES WHAT PILOT
S DOING TO HELP REVERSE THE TREND.

Plan Desi

-- Managemen

Cost*ntroli--

Health Education & Lifestyle Planning

The explosion of medical technology.
combined with an increased use of
medical services, is producing a parallel
explosion in medical costs that could put
proper sickness care beyond the financial
capacity of the average family. Until
recently, medical insurance has filled the
gap. But costs are rising so rapidly that
premiums are becoming prohibitive.

Pilot Life shares the national concern
for this situation and has taken positive
steps toward corrective action. Most
recently Pilot put into effect a Four-Point
Health Plan embracing the following
concepts.

PLAN DESIGN

Americans have become used to insurance
plans which. because of their low deducti-
bles, high maximumsand broad coverage.
tend toencourageexcessive use. What is
needed are plans designed to encourage
prevention more than cure. Plans which
encourage more concern forcost and effi-
ciency by both the insured andthe medical
community. Plans which make use of
alternative, low-cost service.

Pilot was a pioneer in providing such
plans with its Control-Med program specif-
ically designed to encourage less costly
outpatient treatment, second opinions

for surgery and the like. Other innova-
sive plans are in the works and will be
announced soon.

MANAGEMENT REPORTS

Pilot's state-of-the-art. on-line claims
system. IRA.C.E., not only provides fast
handlingof claims. italsogeneratesa wide
range of reports which enable employers
to audit their insurance programs. To com-
pare charges of the various providers of
medical services. for example. to see which
are most efficient. Or to see which kind of
illnesses or accjdents are most common
among their employees. Armed with this
information. employers are better equipped
to negotiate for more efficient care and
to counsel employees seeking medical help.

COST CONTROL

A special Cost Control unit has been set up
at Pilot which concentrates on reviewing
unusually large claims, auditing charges
of hospitals where services seem inconsis-
tent with treatment, or where costs seem
out of line. They are in constant contact
with Professional Stahdards Review
Organizations: and other auditing organi-
zations across the country, seeking more
effective means of cost control.

HEALTH EDUCATION &
LIFESTYLE PLANNING

The best way to cut medical costs is not to
get sick in the first place. That's why Pilot
has inaugurated Health Education & Life-
style Planning, a program designed to assist
employers in developing health mainte-
nance programs for their employees. It
addresses such problems as overindulgence
in eating. drinking and smoking. drug use,
hypertension detection. stress management,
and the general problem of staying phys-
ically fit. It invelves everything from
pamphlets and payroll stuffers to worksite
classes and exercise facilities to nutrition
programs and blood pressuretesting

Pilot managment has also taken an
active leadership role in the campaign for
health cost containment promoted by
industry groups such as the American
Council of Life Insurance and the H..LA.A.

lust as there Is no single cause for the
inflation of medical insurance costs. there
is no single solution. But we feel our Four-
Point Plan is an important first step in
controlling those costs for our policy-
owners. If you'd like to know more about
our group plans and our cost control pro-
gram, please contact Pilot Regional Group
Office. or the Group Division. Pilot Life
Insurance Company, P.O. Box 20727,
Greensboro, NC 27420. Orcal!(919) 2994720.

We're Pilot Life. In the top 3% of the
worlds leading insurers offering Life. Group.
Health. Pensions and Equity Products.
And proud of it.

Pilot
lile

A lefferson-Pilot Company

WERE LOOKING FOR BETTER WAYS TO HELPYOU THROUGH LIFE.
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E/S Marketing is Our only business...

, ht' J

and we do it very well,

whatever the market situation!

&5 6 IF#

Over the years, IBS has continued to

. work solely for the retailer, purely as an Intermediary

and whol;ser of the finest programs for special risks.

Let's discuss your requirements.

Insurance

Brokers Service, Inc.

230 West Monroe Street Chicago, IL 60606

Telephone (312) 621-1770 Telex 25-6231 ,= + ..

LINKED

TOTHE
UNUSUAL

4.t

Des Moines. lowa. .

Omaha. Nebraska .

Sioux Falls, S. Dak.

Madison, Wisc.
Minneapolis, Minn. .
Springfield, Mo.
Bismarck, IN. Dak.
Billings, Mont. .
Boise, Idaho..
Denver. Colorado
Topeka, Kansas
Portland, Oregon
Salt Lake City, (Itah

515-243-1221
402-393-2040
605-336-0960
608-8334567
612-333-0361
417-887-0354
701-223-1112
406-248-7183
308-336-7131
303696-7117
913-267-1222
503-224-5081
801-328-3133

Cpowther

Minority brokers
Nneed fair chance

to succeed: Mosel

CHICAGO-Minority-owned .-
agencies and brokerages can suc-1,i"'11 11
cessfully handle corporate risks if 7 9/ '/

they have a fair opportunity to
compete, says one black broker.

"If risk managers really want
(minority agents and brokers) to be
competitive, they have to give us a
chance," says Milton Moses, presi-
dent of Community Insurance Cen-
ter Inc.

Minority agents and brokers are
often allowed to bid on a small part
of a much larger insurance pro-
gram, but not on the whole pack-
age, Mr. Moses says. That decision,

People

Specialists in Excess and Surplus Lines Insurance

though generous-appearing, m
put the minority broker at a co
petitive disadvantage.

"When we're not competitive
a small piece, we can never bid
anything else.

"We've even been offered soi
business that would cost us mon
to take," Mr. Moses says.

And when it does compete, Coi
munity finds it hard to beat t]
broker who controls the majority
the program, he notes.

If the competing brokerai
knows that another firm is biddii
on a small portion of the accour
the larger broker can bid lowe
knowing it can make up any 10
income on the rest of the insuran,

package, he explains.

Potential clients are also slow
act on just a small part of their bus
ness. One large Chicago compan
told Community Insurance Centt
it could bid on a small piece of i

total insurance program, he says.
But when Mr. Moses called t

find out the status of his bid, he we
told that the company hadn't acte,
on the small portion because th
rest of its insurance package was ul
for renewal. "Why couldn't we bi,
on that?" he wonders.

Despite the competition, Com
munity has been able to bid on, anc
win, portions of the insurance pro

Mr. Moses

grams of some of the nation's larg-
est companies and government en-
tities. Clients include Standard Oil
Co. (Indiana), Sears, Roebuck &
Co., Esmark Inc. and the city of
Chicago. It has earned nearly $5
million in premium volume so far
this year.

"Our major marketing thrust has
been the Fortune 500 companies,”
notes Executive Vp Alvin J. Robin-
son. Through the Chicago United
Minority Insurance Standing Com-
mittee, the principals at Commu-
nity have met executives from the
Chicago-based Fortune 500 cor-
porations, he says.

Many have been receptive. With
those companies, there's a "psycho-
logical commitment” on the part of
corporate executives to advancing
minority members, Mr. Robinson.
"Those people try to fit you into
their insurance program.”

The commitment can come from
two sources, Mr. Robinson explains.
Corporate executives or risk man-
agers may read or hear something
positive about a minority-owned
agency or brokerage and seek them

Continued on facing page
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, or they may feel a social re-
nsibility toward advancing mi-
-ity members, he says.

dost agencies and brokerages
mmunity's size don't have a
mce at the largest corporate in-
'ance risks, Mr. Moses admits.
'We get our foot in the door be-
use we're a minority," he
olains.

However, many corporations

ven't considered placing insur-

ce with minority-owned firms,

. Moses says.

Some risk managers say they

al only with the largest national

okers, he notes. They will con-
ler no other type of broker even

r portions of their insurance
ickages that don't require the
rger brokers' broad service capa-
lities.

Some risk managers also cite a
ck of experience within minor-
,-owned agencies and brokerages
i another reason for not consid-
-ing bids from them, Mr. Moses
Lys.

"They feel there's a lack of expe-
ence in the black community," he
lys.

Although Community Insurance
enter celebrated its 20th anniver-
iry this year, it's still a newcomer
ompared with agencies and bro-
erages that boast 50 years or more
f experience.

"Companies haven't had expo-
ure to deal with minorities on a
,usiness level," the Chicago broker
xplains.

"We've got the same needs,
vants, and concerns" as everyone
ilse, he contends.

And minority brokers learn
,heir trade the same way other
agents and brokers do-by experi-
ence. When the agency has en-
2ountered special or unusual risks,
its staff learned to deal with them
in order to get and hold onto the
business.

"There's very little difference
between what we see as good busi-
ness practices and what others see,”
Mr. Moses says.

While some of the brokers' initial
contacts with large corporations
stem from communication with top
corporate officials through groups
like Chicago United, the minority
agent or broker must build rapport
with risk managers, Mr. Robinson
notes.

"They're going to have to want to
make it work," Mr. Robinson says,
the chief executive officer isn t
going to do it.

Difficult as it may seem, building
rapport with the nation's largest
corporations is probably easier than
trying to tackle some smaller busi
nesses, Mr. Moses says.

"What we find is that (the
smaller corporations) don't have
the social commitment that pub
licly held companies do," he main
tains.

Minority agents and brokers also
have far more competition at that
level, Mr. Moses notes. "The small
majority brokers have access to
that clientele.”

While striving to attain a foot
hold with Fortune 500 insurance
programs, Community Insurance
Center hasn't forgotten the minor
ity community, Mr. Moses says. In
1976, when the agency moved from
its original headquarters in the
basement of a commercial building
in a residential area on Chicago s
predominantly black South Side,
Mr. Moses chose to stay in the area
rather than move downtown. He
points to the agency's location as
indicative of a commitment to the
community.

"We never wanted to be down
town," Mr. Moses says.

"We felt an obligation to the
community and a need to stay in
the community.”

That commitment also extends to
providing insurance services to mi-
nority groups.

The agency serves minority-

owned businesses of all sizes and
descriptions including manufactur-
ing companies, contractors, gas sta-
tions, taverns and exterminators,
Mr. Moses notes.

"We try to be all things to all
people,"” explains Mr. Robinson.
"That's what a general agency is all
about. Being generalists has been
the key to our SLCCess."

Unlike most commercial agen-
cies, Community is seeking to ex-
pand personal lines sales by under-
writing them itself, Mr. Robinson
notes.

"We're trying to capitalize a per-
sonal lines casualty company," he
says.

The agency is currently looking
for major corporations to invest in
the venture, he says.

"We really need a minority casu-
alty insurance company," Mr. Ro-
binson contends.

"Right now, there isn't one in the
whole country. We'll put in $1 mil-
lionmn courselves,™

COMY

- URAI:ECE ER. 1*C.

2...... i":Villilillilillililip - --

Community Insurance Center is stilllocated on Chicago's South Side.
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ANLTD market
whosetime
hascome.

The concept of specially designed LTD plans and features for
"preferred" occupations was first introduced by Unionmutual,
and included professionals like doctors, lawyers, accountants and
architects. We now have expanded our special coverage to a new,
large, lucrative and virtually untapped market: executives and
top management.

The size of the market is impressive. We know it is
extremely receptive to the kinds of special options our LTD plan
offers. And it presents you with a host of new prospects that can
lead to highly profitable sales.

Benefits are geared to high incomes.

Because this high income group needs maximum disability
income protection, Unionmutual has incorporated the following
benefits into this plan.

Our standard maximum monthly benefit is a high $5,000 -
810,000 if the group can meet certain qualifications. You need
submit no medical questionnaires when you write one of these
groups. Insurability is guaranteed And we can include a Cost of
Living Adjustment (COLA) option to keep pace with inflation.
Even if the executive returns to work on a limited basis, our
partial disability option can pay a monthly benefit for "residual”
disabilities. And we may be able to cover the rest of the
company's employees with a solid basic LTD plan.

Unionmutual, the innovator...again.

Unionmutual continues to lead the Long Term Disability
field. We pioneered a new approach to insuring professionals
which opened up lucrative markets for you. Our LTD for
executives continues Unionmutual's tradition of matching
product to need in order to increase prospects and activate sales.

Call your Unionmutual representative today for further
information.

IJnionmutual

Putting employee benefits in a whole new light.

Plans are offered through Unionmutual Stock Life Insurance Co. of America and Unionmutual Stock Life
Insurance Company of New York ( in New York State). subsidiaries of Union Mutual Life Insurance
Company. Portland. Maine 04122.

Please send me more information about LTD for executives.
1 Name
Title
1 Company
i Address
' Clty State Zip

Telephone

Mail to: Ward Graffam, Vice President
Long Term Disability Income Products )
Unionmutual 2211 Congress Street Portland, ME 04122 BI-11/1
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AND SPECIAL RISK.

You really have to
know what you're doing
to write excess property
and liability insurance.
And we've been writing
Excess for 26 years now.
Time enough to have

seen it all. And to have
virtually written it all.
Layered property.
Commercial Umbrella.
Excess Professional
Liability. Excess
Workers’ Comp. Errors
and Omissions. And just
about any special risks

| vou have, from High

Tech to Entertainment.

You name it, we
can help you with it.
Fast. Because our 50
branch offices are like
full-service insurance
companies: each has sub-
stantial underwriting
authority.

We're faster with
the answers. Maybe even
the answers you're
looking for right now.

There’s one way to
be sure. Call your
nearest Fireman’s Fund
office.

You've got the
number. We've got the
answers. /2

Fireman’s Fund Insurance Companies.
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IBM chosen for agents' computer networt

WHITE PLAINS, N.Y.-The
outlook is brightening for agents
and brokersseeking connputer-
based communications with many
different insurers.

Early last month, International
Business Machines Corp.'s Insur-
ance Communication Service was
chosen by the Insurance Institute
for Research Inc. to establish a
communications network to elec-
tronically link agencies and bro-
kages, insurers and service organi-
zations, IIR President John VV.
Folk announced.

The IBM subsidiary was selected
from among several contenders
(A/BT, Oct. 4) because it fit most
closely into the insurance indus-
try's automation plans, according to
an IIR spokesperson.

Those plans include sophisticated
two-way communications with

A/BT

minimum redundancy for agencies,
brokerages and insurance com-
panies.

However, that advanced commu-
nication program so far has been
more fantasy than reality, because
insurance company researchers
seem to be going in different di-

rections

Many insurers, anxious to com-
municate via computers with their
agents, have set up programs to de-
velop their own networks. Unfor-
tunately, some insurers' networks
don't always mesh with the other
projects.

The result is that agents' com-

puter communications with insur-
ers will be limited by the network
the agent is using. Independent
agents wishing to communicate
with several insurers may need
several computer terminals or pro-
grams in more than one computer
language.

To eliminate redundancy, the in-
surance industry has entrusted IIR
with the task of establishing a na-
tionwide network, in part to trans-
late each insurer's computer lan-
guage into a form that can be used
by many different computer sys-
tems.

IBM says that when the network
is ready. it will:

- Deliver messages among
agencies and insurers instantan-

eously, on an assigned schedule or
on demand.

= Allow a simultaneous flow of

information between agent and in-

- Enhance agencies' and insur-
ers' computer systems by permit-
ting agents to choose from a di-
rectory of services, ask about the
status of quotations and route mes-
sages to multiple network destina-

tons.

The network can also increase

agencies' computer storage by ena-
bling them to store data in the net-
work over an extended time.

- Use standards established by
IIR and the Agency-Company Op-
erations Research & Development
Corp. IIR and ACORD have
merged their efforts to establish
some industrywide consensus on
computer rating and forms.

= Allow insurers to communi-

cate within their own regional,

R PAST.
FASFf

Business Insurance offers you a new

and vital service ... the Bl Editorial Index.

It's ideal for reference and research, a fast, easy-
to-use, and thoroughly invaluable tool for corporate
risk, employee benefit and financial executives and

their corporate libraries.

When you need immediate access to pertinent
information with which to make decisions or

respond to management's needs, avoid flipping
through back copies and turn to the Bl Editorial
Index. The simple, integrated format by subject,
persons quoted and companies mentioned, lists
every article, happening, and breakthrough
reported in the weekly pages of Business

Insurance.

Bl covers all the information you
need. The Bl Editorial Index chronicles .:
that data for you: - risk management .
news/features - employee benefits
news/features « property/casualty topics
- legislation - financial news - market
trends - losses and claims settlements -

and much more.

. - - .-

__ Business Insurance Editorial Index

220 E. 42nd St.
New York, N.Y. 10017

m G Send me just the 1981 Index

Send now for this indispensable time saver. The
first annual Editorial Index for 1981, in hardcover,
is just off the presses. It sells separately for $95.00.
Buy the 1982 full subscription, including three
quarterly reports plus the cumulative annual for
just $75.00. Or save $20.00 with the combined 1931
and 1982 subscription for $150.00. (Foreign postage

is additional.}

Here's an important extra. Subscriptions to the
Index also include access to the Crain

Information Centers in New Yirk and
Chicago between publication of
quarterly reports. Mail the coupon

today. If time is money, you're
about to save a bundle.

.business

mMsurance

a publication of Crain Communications Inc.

I m Send me just the 1982 Full Subscription

0 | want to subscribe to both 1981 and 1982

O Bill me
Name

Company
Address

| City
Phone

O Bill my company

Title

State Zip

branch, claims and home offic
well as with other insurance
panies.

e Provide network users w
connection to the IBM Informi
Network computer comple
Tampa, Fla., and use more thai

standard computer programs a
able there.

- Grant access to an on-
problem-reporting system.

+ Provide agencies access tc
data processing resources of in
ance companies and to the
work's computer center.

The network's subscribers i
erally will be able to use the sy
around the clock, seven daj
week, an IBM spokesperson add

By tapping the network, in
pendent agents can communic
with several insurers without h
ing multiple computers or us
multiple computer languages,
spokesperson stresses That fi
dom from forming ties to spec
insurers helps agents maint

Mr. Folk

their independence.

Pilot testing on the data storag
service will begin early next yea
and the system should be generall,
available to users by mid-1983, ac
cording to IBM.

The IBM system may provid,
some of the solutions to the auto
mation questions facing agent:
today but the full service, includin
multi-insurer communication fol
agents, is still several years away
industry watchers say. i

Revised guide
Nnow available

WHITE PLAINS, N.Y.-Trying
to choose among dozens of com-
puter and agency automation ven-
dors?

The Agency Automation Guide
is a manual on computerization
that contains an updated vendors
digest listing sellers of data pro-
cessing hardware and software.
The digest lists vendor informa-
tion, like comments on user experi-
ence and service; system capacity;
system costs; functions available
including accounting, rating and
policy issuing; and technical data
about the systems offered.

John Folk, president of Insur-
ance Institute for Research Inc.,
says the digest "is the only compre-
hensive source to allow agents con-
sidering automation to compare
vendor systems and services."

The digest alone can be pur-
chased for $75 or with the AAG for
$125 from The Merritt Co., 1661
Ninth St., Santa Monica, Calif.
= Cc > —a > _ _



olitical committee

ASHINGTON-Brokers have
w vehicle for reaching legisla-

he National Assn. of Insurance
cers' board of directors formed
group's first political action
mittee last month as part of the
13's recently announced legisla-
program.

hat plan keeps with the NAIB's
rt to become a major political

mert H. Moore, corporate vp for
xander & Alexander Services

and chairman of NAIB's PAC
nning Task Force.
'he Independent Insurance
ants of America, another pro-

1 committee based in Washing-

Vhen the NAIB decided to be-
ne more active in the political
‘na, its members knew they

, he notes.

"But we knew we first had to
ve a disciplined and tightly fo-
sed agenda," he says. "We didn't
int to have a political action com-
ttee just to have a political action

rhe task force determined that
e NAIBPAC's agenda should re-

Ct its members’ service orienta-

It chose to represent issues that
lated to risk management be-
use the brokerage business was
rmly linked to it, the board
‘reed.

Occupational disease,.for exam-
e, was chosen as a priority issue
acause it is a concern for many
rokers' clients, Mr. Moore
cplains. "We want to be a resource

e're a resource to our clients" on
andling the risks.

Other issues on NAIBPAC's
genda include financial services
eregulation, federal tort liability
iitiatives, federal involvement in
surance-principally through fi-
ancial responsibility standards-
nd tax equality.

These issues are the NAIBPAC's
genda. Individual or corporate

iooled to make donations to candi-
lates involved in those issues. Can-
lidates will be chosen by a candi-
late selection committee that re-
yorts to the NAIBPAC board. "We
icknowledge that unless we're
willing to support candidates we
Non't be as effective in participat-
mg in the (political) process," Mr.
Moore says.

Political action committees have

increasingly become sources for

paigns, he adds. The cost of those
campaigns can be gigantic.
etting elected to Congress can
cost more than $1 million for a sen-
ator and $250,000 for a representa-
tive, Mr. Moore says. The NAIB is
receiving an increasing number of
appeals for financial support from
congressional candidates, he adds.
Contenders in this month's elec-

tion, however, will have to wait
until next time around to tap funds
from NAIBPAC.

The association hopes to have the
PAC in place by spring of next
year, Mr. Moore noted. "We want
to key in on the 1984 election."

Timing for the PAC's birth was
planned to immediately follow a
national election, Mr. Moore notes.
"We want to use 1983 to explain to
brokers that our notion on (the
PAC agenda) is a long-range con-

ception. .
'People asked us why we didn't

A/BT

months ago," Mr. Moore says. "But
six or seven months wouldn't give
the group enough lead time to sell
the PAC's design to brokers."

The NAIB's plan for the group to
participate in the development of
legislation is different from the as
sociation's traditional approach of
reacting to it, Mr. Moore points out

"We need time to explain that,"
he says.

PP =PR

FOR THE QUOTE
THAT CLINCHES=

PPEPP Marketing is Manhattan Life's
new not-so-secret weapon.

PPEPP stands for our unbeatable
combination of People, Product, Enthusi-
asm, Price, and Productivity.

PPEPP is why Manhattan Life's sold
over $6-billiarr$7 BILLION in 1982 to date.
And why you've likely lost a few cases to
us already. And why you'll likely lose even

more.

PPEPP now extends to all of Man-
hattan Life. Aggressive substandard and

Bill Flynn. Chief Marketing Officer
The Manhattan Lite Corporation

group underwriting. The flexibility to
make a tailor-made plan for your client.
Voluntary and Spouse insurance (the
hottest products in group life). Ordinary
and term individual insurance. Annuities.
Group pensions. The works.

So get a Manhattan quote on your
next case. Call a Manhattan Life general
agent or regional director. Or call Bill
Flynn at (212) 484-9329.

And PPEPP up your sales-with the
quote that clinches.

111-,111 MANHATTAN LIFE w
1**8**1 LAUNCHES PPEPR W

111 W. 57th Sateet, New York, NY. 10019 (212) 484-9300
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AGENT/BROKER TOPICS PERSPECTIVE
New law could increase agents' taxes

By ROBERT FEINSCHREIBER

The new tax law signed by Presi-
dent Reagan on Sept. 3 signifi-
cantly increases business taxes.
These provisions are most impor-
tant to insurance brokers and
agents:

» Restrictions on tax-free acqui-
sitions.

- Reductions of investment in-

centives.

A/BT

« Limits on pension benefits.

= Withholding on dividends and
interest.

+ Acceleration of corporate tax
payments.

e Deferral of construction pe-
riod expenses.

©1982 The Prudential Insurance Company of America, Newark, N J

= Other business provisions.

Tax rules for corporate acquisi-
tions have been totally revised.
These rules affect the way com-
panies buy and sell businesses and
may even affect the businesses they
buy and sell.

When an acquisition takes the
form of a stock purchase, the buyer
may pay more for the stock than
the amount of these assets on the

seller's tax books.

The buyer may then seek to as-
sign its purchase price to these
assets, particularly assets with a
high turnover such as receivables
or inventory or assets eligible for
fast depreciation write-offs, in
order to gain tax benefits from its
purchase price.

Under prior law, the acquiring
company could take up to two
years to decide on its tax strategy
for the acquisition. During this

The bigger the risks, the bigger your reas
for selling the Rock.

Prudential offers you outstanding
opportunities in writing substandard
risks-with competitive rates, attrac-
tive compensation, and aggressive
underwriting capability.

Our Special Risk Unit provides
an in-house reinsurance shopping
facility. And because of our size and
financial strength. we can give you
prompt decisions on policies of up
to $10 million.

Our expanded Expense Reim-
bursement Allowance can help you
earn an excellent income selling
Prudential. And well support you with

computerized sales illustrations that
turn prospects into customers. And
eight regional Home Offices that
make your business faster and more
convenient.

No matter what type of life,
health or annuity risk you're writing,
Prudential has the products you need
to satisfy your customers' needs.
Including' IRAs; flexible and single
premium annuities. and policies with
low going-in premiums-as well as a
full range of traditional pr6ducts that
are proven profit builders.

In short, we're doing everything

we can to make Prudential more
attractive to you and your customers.
And you can learn more by contacting
your local Prudential Brokerage
Manager. Or Jim Baratte, CLU, Vice
President, Brokerage, Prudential Plaza,
Newark, NJ 07101, (201) 877-8725.
But do it today. Because we want
to put more of ourlifein your business.

(* Prudential

Brokerage Services

Prudential. The Rock you can build on.

two-year period, it could sell 1
assets and buy others. The tax
efits were obtained through a 1
dation, which could be exter
over the following three year
that the entire process could tal
long as five years.

Under the present law, no ac
liquidation is necessary, but ass
ment of the stock purchase pric
the assets must be elected withi
days from the date of the st
purchase. The 1982 tax act lii
the opportunity to obtain hiE
values for appreciated assets w

out reducing values for assets 1
have declined in value.

The Internal Revenue Servic
now specifically authorized to is
regulations for allocating the st
purchase price to specific assets.
a result, a significantly higher 38
tion of the price may be allocate
good will, land and other assets t
do not provide a tax benefit.

The new procedures do have
advantage from a corporate 1
and local tax standpoint. Since
actual liquidation is not requir
various transfer charges can
avoided and corporate paperwc
can be reduced.

The new law reduces deprec
tion deductions for property 1
ceiving an investment credit unb
the business elects to forego a p,
tion of the investment credit. T

Mr. Feinschreiber

investment credit decrease is two
percentage points, while the basis
adjustment is half of the credit.

Insurance brokers and agents
should make a discounted cash-
flow present-value analysis in se-
lecting between these two adverse
alternatives. These provisions can
be avoided, however, for assets ac-
quired before the end of 1982.

Companies using the investment
credit to offset most of their tax lia-
bility are faced with a second cut-
back. Credits above $25,000 can be
used to offset up to 85% of the com-
pany's liability. Under prior law,
investment credits could offset 90%
of the taxes in excess of $25,000.
This new tax burden falls most
heavily upon companies that are
struggling to maintain their capital
investments despite lower profit
levels.

Another major decrease in in-
vestment incentives is the reduc-

Continued on facing page

Robert Feinschreiber is a partner

in the law firm of Feinschreiber &
Associates in New York.
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in depreciation deductions.
r the prior tax law, deprecia-
leductions were scheduled to
creased in 1985 and 1986, but
increases have now been can-
L
x benefits from safe-harbor
ig are greatly curtailed. Safe-
ir leasing is permitted until
nd of 1983, but its use is so re-
:ed that relatively few com-
:s will find the remaining ben-
worth the effort required to
.ve them.
te new law sharply reduces
iissable employer contribu-
to defined contribution pen-
and profit-sharing plans that
,ire contributions equal to a
entage of participants' salaries.
new tax law also reduces the
iut of defined benefit pension
ts that require contributions
led to fund a fixed benefit at

rement.

aximum annual contributions

efined contribution plans have

1 reduced to $30,000 per em-

ee from $45,475. Cost-of-living

-eases will raise this amount,

only after 1985.

rior law permitted a defined

efit pension plan to fund retire-

Nt benefits of as Mmuch as

6,425 per year, beginning as

ty as age 55, but the new law

its this amount to $90,000 and
alizes the use of a 62-or-youn-
retirement age.

.oans in excess of $10,000 from

ision and profit-sharing plans to

ticipants are now limited to half
the participants' vested benefits

;50,000, whichever is less.

These rules also apply to renew-

and extensions. New loans must

repaid within five years unless

, proceeds are used for a personal

tidence.

Plans must now provide greater

nefits for low-paid employees,

t contributions for low-paid em-

oyees can still be reduced
rough employer Social Security
ntributions.

For defined contribution plans,
e employer's Social Security con-
bution plus the plan contribution
ust be the sarne percentage of
,mpensation for each employee.
Top-heavy plans that primarily
snefit high-paid participants must
lopt rapid-vesting schedules, pro-
ide minimum benefits for low-
aid employees and limit benefits
,r high-paid employees.

Insurance brokers and agents
aying interest and dividends to in-
ividuals must withhold 10% of
iese payments.

These rules apply to interest and
ividends paid or credited after
une 30, 1983.

Exceptions apply to low-income
nd elderly recipients who file ex-
mption certificates. Interest and
lividends received by tax-exempt
nstitutions or corporations and in-
erest payments of $150 or less an-
iually are exempt.

The administrative burden of
mplementing these new rules is
)nerous, but companies will be able
co delay payment of the withheld

gmounts and use the float to help
2ffset these administrative bur-

lens.

Substantial computer repro-
gramming will undoubtedly be
necessary, and other procedures
must be established and used to
maintain compliance with the new
rules.

Taxable distributions under de-
ferred compensation plans and an-
nuity plans are also subject to fed-
eral income tax withholding unless
the recipient elects otherwise. No-
tice must be provided to recipients
of the withholding and their right

to elect not to have the tax with-
held.

The new law accelerates the pay-
ment of corporate taxes. The prior
law generally required companies
to pay 80% of their current year's
tax liability in quarterly estimated

payments. The new law raises the
minimum level to 90% of the tax li-
ability.

Under the prior law. companies
could avoid the penalty, even if the
estimated tax payments were
below the required 80%, if the esti-
mates were based or. the prior
year's tax, the prior year's taxable
income using the current tax rates
or upon annualized taxable income.

More stringent tax rules apply to
to larger corporations earning $1
million or more annually.

After payment of estimated
taxes, the old law permitted a com-
pany to pay the first half of its re-
maining tax 21/2 months after the
end of its tax year.

The remaining hall could then
be paid three months later. For tax
years starting in 1933 and after-
ward, the full amount of the unpaid
tax is now due 21/2 mc-nrhs after the
end of the tax year.

The 1982 tax law decreases tax
incentives for new construction.
Interest attributable to a construe-

lion project as well as real estate
1 axes on the property must now be
capitalized. These amounts can
generally be amortized over a 10-
year period.

These new restrictions apply to
virtually all structures. HoweKer,
audited companies are already sub-
ject to capitalization rules for ac-
counting purposes.

This new law is likely to lead to
disputes with the IRS over sich
issues as the determination of :he
beginning and the end of this con-
struction period.

Insurance brokers and agents
that act promptly *can delay the im-

position of these new rules. The .

rules apply to companies with a :ax
year beginning after 1982 and to
construction that tegins af:er 1982.
One approach is tc begin construe-
tion before year-end. Another is to
establish a new corporate entity
after Dec. 1 that has a November

30,1983, year-end date.
For businesses tnat file a consoli-
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dated return, steps must be taken
by the filing parties to exclude the
new entity from the consolidated
return.

The jobs credit has been ex-
tended until the end of 1984 and a
new category of eligible employee
has been added. Wages paid to eco-
nomically disadvantaged youths
ages 16 or 17 for summer jobs are
now included in the targeted-jobs
tax credit.

Starting in 1983, wages of up to
$3,000 are eligible and the credit is
85% of eligible wages, or a maxi-
mum of $2,550. This tax incentive
should provide many companies
with a powerful inducement to hire
disadvantaged youngsters.

Under prior law, certification
had to be requested before the indi-
vidual began work, but certifica-
tion now can be requested on the
first day of work, which will lessen
inadvertent loss-of-jobs credit.

The new tax bill restricts the use
of tax-exempt bonds for private ac-
tivities. Industrial development

bonds will generally be precluded
after 1986 and limitations are

placed on the uses of IDBs between
1983 and 1986.

Major increases in unemploy-
ment tax have been scheduled for
1983 to 1985. The first phase of this
increase begins in 1983 when the
wage base is increased from $6,000
to $7,000 and the rate is increased
from 3.4% to 3.5%. Except for work-
ers who earn below the base
amount, the cost per employee in-
creases from $204 to $245 per year.
In 1985, the tax rate will increase to
6.2%, raising the cost to $434 per

year.

Corporate debt obligations is-
sued after 1982 must be registered-
form instead of bearer-form. An is-
suer that fails to register its obliga-
tions receives no interest deduction
and is subject to a new excise tax.
This rule does not apply to private
obligations and obligations with an

original maturity of one year or
- _ —

NOW - from the #1 source of insurance protection
for the Guard Service industry -

A Big Difference in

WORKERS' COMPENSATION
COVERAGE!

Because Workers' Compensation is so misunderstood,
the chances are many of your insureds might be unaware
that there can be a big difference in plans and costs even
if they are in a standard market - but particularly if they
are in assigned risk pools or state funds.

Now, in this continuing soft market, where the competi-
tion is fierce, here's a double opportunity:

1 Protect the business you now have by offering a
viable Workers' Compensation Safety Dividend Plan.

2 Capture new business by offering comp/ete insurance
program liability; fidelity bonding and Workers' Comp-
to Security Guard and Investigation Agencies.

This Comp plan is underwritten by a major A-rated car-
rier and it is available in most states. Write today for com-
plete information, or call toll free 800-645-5820 (except in

New York) for complete information.

BROWNYARD

\BROTHERS, INC.

20 Fourth Avenue, Bay Shore, New York 11706
Toll Free (800) 645-5820 (except in New York)
In New York (212) 343-3333



«It's like a clearing house,

bringing agents,

brokers, buyers

and underwriters together."-sroxe

Not too long ago, our commercial clienls defined their
property and risks, and we as brokers provided the
insurance by finding the right insurance company and
services. Bit, as technology grew, so did the
sophistication of the corporate buyers who wanted a
more scientific approach to risk funding.

Corporationscreated risk managemen: departments
and established financial controls over the cost of loss

prevention and risk financing.

Insurance underwriters, consultants and progressive
brokers have all become part of a new, service-oriented
industry, that uses modern methods of risk analysis,
evaluation and cost projections which, at times, involve

cash flow studies and detailed computer-assisted claims

records.

As brokers, we became even more involved with the
problems and challenges facing our commercial clients.

And, the one place where buyers, brokers, underwriters
and the other services meet is Business Insurance. Bl is

must reading.

.business
iNsurance

A publication of Crain Commmunications Inc,

aste

|

This ad is a dramatization from a new Business Insurance presellation. If you'd like to see it, contact Don Walsh, Advertising Sales Director, (212) 210-0133.

New York: 220 East 42nd Street, NY 10017 (212) 210-0138 Chicago: 740 Rush Street, IL 60611 (312) 649-5275 Los Angeles: 6404 Wilshire Blvd., CA 90048 (213) 651-3710



ase would probably not top
ear's 8% hike unless there was
-astic increase in frequency
everity," he said.
iinnerer also underwrites law-
and directors and officers lia-
insurance and medical mal-
ice insurance, but no increases
)lanned for these lines, Mr.

| of Schinnerer's lines are pro-
ig an underwriting profit, Mr.

le're not in a position of hav-
o play catch-up ball," he said.

itional Union, an affiliate of
arican International Group
raised rates for lawyers' pro-
onal liability insurance a year
In December 1981, it raised the
it had placed on lawyers liabil-
rates in California two years

| seeks clarification

tinued from page 2
ch represents Northbrook.
i the meantime, Commercial
on's attorneys say, CU will not
r any cash toward settlements
ess its insureds-Hallmark or
wn Center-ask it for defense
indemnity, something neither
requested.
is of last week, Hyatt's insurers
1 paid 200 claims totaling $32.8
lion to victims of the July 17,
1, skywalk collapse that killed
people and injured at least 200
Carly claims were paid by Occi
ital Fire & Casualty Co. of North
rolina, which wrote a $1 million
mary liability policy for Hyatt,
d by Northbrook, which wrote a
3 million first-layer excess pol

For several months, claims have
en paid by Baccala & Shoop In
ranee Services, acting as under
citing and claims manager for
ree excess insurers that share the
-xt $25 million layer in the Hyatt
ie: Pine Top Insurance Co., Cen
ur Insurance Co. and INSCO Ltd
With settlement offers of at least
8 million outstanding, Baccala &
joop has now committed its limits
icl claims attorneys in Kansas
ity are now declining to enter ne
Jtiations with plaintiffs' lawyers
)r any new settlement offers.

Once Baccala & Shoop has ac
ially paid out the full $25 million
iyer it manages, settlement re-
Donsibility shifts to Columbia Cas-
alty Co., a CNA Financial Corp.
ubsidiary, which wrote the next
25 million layer.

"There has to be a clear enumer-
tion of CU's position before settle-
nents can go forward in any effec-
ive way," says Lawrence M. Ber-
gowitz of the Kansas City firm of
Stinson, Mag & Fizell, which was
iired by Pine Top, Centaur and
Insco to settle claims on behalf of
Hallmark and Crown Center.

Officials at Baccala & Shoop de-
clined comment on the settlement
situation.

One insurance attorney noted
that the claims attorneys may be
attempting to give plaintiffs' law-
yers the impression that it would be
prudent to accept the $18 million in
pending offers in case new settle-
ment talks become permanently
snagged by the insurance dispute

Besides apportioning claims re-
sponsibilities between the Hyatt
and Hallmark lines, Judge
O'Leary's Oct. 7 order also ap-
Barently directed CU and North-

rook to continue to defend their
respective insureds even after their
indemnity limits are exhausted

Thus, while CU and Northbrook
have bitterly opposed each other
concerning their indemnity obliga-
tions, both are likely to ask Judge
O'Leary at the upcoming hearing to
modify his ruling concerning de-
fense obligations. .

earlier, effec:.vely boosting the
rates 151. National Union's pro-

gram is sponsored by the Bar Assn.
of San Francisci.

Richard O'Regan, an account ex-
ecutive with Marsh & MeLennan
Inc., the bar association's broker,
said he had expected Shand to raise
rates then to Yoldow National
Union. "We were surprised when
they didn'4' he said.

IKIAF’RO, which has under-
written $70 million in professional
liability premiums over the last 49§
years, will raise rates in several
lines next year

The company is refiling forms
and rates for its lawyers, aecoun-
tants and insurance agents liability
lines, according to Stephen Gerst-
man, senior vp in New York. Base
rates for these lines will actually
decline, but new experience-rating

factors will be ecided that will re-
sult in selective rate increases, Mr.
Gerstman said.

Lawyers may be hit with the
largest increases Firms with large
exposures and Eoor loss experience
may face rate hikes of up to 50%,
Mr. Gerstman said. By the same
token, firms with good loss experi-
ence and small exposures may see
rate cuts of up t, 20%.

In the last year, INAPRO has
seen a 20% increase .n frequency of
lawyers liability claims, and a 25%
increase in claims exceeding
$100,000, according to Mr. Gerst-

"INAPRO has about 20% of the
total market for lawyers' liability
coverage, according to Mr. Gerst-

man's estimate.
Accountants liability rates will
probably increase 15% to 25% for

E H Crump

Frank B Hall

Nexander & Alexander

Arthur J. Gallagher
& Co.

imits under $5 million. Smaller in-
creases can be expected for limits
above $5 miLlion, Mr. Ge-stman
said. Losses have increasec about
20% in frequency, and losses of
8100,000 or more have increased
30%.

About 10% of the total marke: for
accountants liability coverage is
held by INAPRO, Mr. Gerstman
estimated.

Liability rates for insurance
agents in Pennsylvania were in-
creased 25% this year, and increases
in other states may come in mid-
1983 after the company has re-
viewed its loss experience, Mr.
Gerstman said. Frequencg/ of
agents' claims has increased 7% to
10% in the last year, but severiy is
"not serious," he added.

INAPRO's insurance agents lia-
bility program is sponsored by 11

Corroc, & Sack

Fred S Jameq

state associations, and the company
holds about 20% to 25% of the total

market for the coverage, according
to Mr. Gerstman.

Ckher orofessional liability lines
written Ey INAPRO will be subject
to more limited increases or no in-
creases at all.

Although INAPRO saw a 10% in-
crease last year in claims exceeding
$100,000 in its architects/engineers
liability program, only selective in-
creases are now beir.g considered,
he said.

No increases are planned for
Reabtors liability, and rates for
directors and officers liability are
still declining, although INAPRO
will not be matching other markets
in further reductions, Mr. Gerst-
man said.

"Were definitely losing our

Continued on next page

Johnson & Higgins

Marsha McLennan



Professional liability rates ris

Continued from previous page
larger (D&0) accounts intention-
ally because there is just no rela-
tionship between exposures and
premiums available in the market-
place,"” he said.

G EN ERAL I N S U RANCE Rates for all lines of professional
liability insurance have been
highly competitive, no different

ANAG E M E N T O RPO RATI O N from other lines of insurance in the

current marketplace. But some un-
derwriters contend Shand has been

offering the lowest rates.
Phoenix Mutual Life Insurance Company It's about time they raised their
rates," said Robin Jackson, a direc-
tor of Merrett Syndicates Ltd. at
Lloyd's of London that under-
writes professional liability insur-
has purchased a major interest in Shand entered the market for ar-
chitects liability more than 11 years
ago and has become one of the two

largest markets.

"For a company to have that
kind of growth, and for a company

KENNEY EBBER & LOWELL, INC. to do that in the market we've just

been going through, it would have

a subsidiary of

. to be writing at very low rates,"
a Connecticut Independent Insurance Agency said Myra Tobin, managing direc-
Since 1926 tor of Marsh & McLennan.

Shand acknowledges that it has
been competitive, but it denies that
it is guilty of excessive rate cutting.

The management QfKWL remains unchanged. The tndi- S;?'rt]d.ls' rates for its”y:)rofessi?t‘mgl;i%
. . ability lines generally are a
uidual shareholders in the Property-Casualty Department levels, according to Don Brayer, a
are: Atdan Kenney. CIC; Anthony Newman. CIC; Shand vp.
Andrew Potoczny. CIC, and Steuen Bombard. Indiutdual Schinnerer's rates for the archi-
shareholders in the Employee Benefits Department are tects coverage will still average 10%
Jon Webber. CLU. ChFC; Donald Harrison. CLU and to 15% more than Shand's even
after the Shand increases take ef-
Geoffrey Ferman. CLU.

fect, Mr. Genecki said. In the past,
Schinnerer's premiums have been
30% to 50% higher, according to Mr.
Duvall.

"We did not follow (Shand) sev-
eral years ago when they started
cutting rates," said Mr. Genecki.
"By inference you could say we
thought they cut too much.”

Mr. Duvall added that he had
been expecting the Shand move
"for quite a while."

"Anyone who makes business by
discounting rates sooner or later
will have to come out with a big
announcement (like Shand's)," Mr.

GENERAL INSURANCE MANAGEMENT CORPORATION
One American Row, Hartford. Connecticut 06115

ARE YOU INTO INSURANCE LAW?

Reach for NILS

There is only one source for complete current state

insurance laws and regulations-NATIONAL
INSURANCE LAW SERVICE.

NILS collection of over 170 looseleaf volumes will

"NSHNOE
CODE

comprehensively serve your legal information needs.

-FREE CATALOG OF PUBLICATIONS-

To obtain full information on NILS extensive insurance law

services-return the coupon below or call us toll free at
1-800-423-5910 and receive your FREE catalog.

Fill out and return today!

YES! Please send me a FREE catalog!

SEND COUPON TO: OR CALL TOLL FREE 1 -800-423-5910
In California, call(213) 998-8830
I i I i Name

pullusning Tte
comgan¥ fm

® One of the Address

American Broadcasting Companies

RO. Box 2507

Chatsworth, CA 91311 Phone ()

01020612

Duvall said.

"They have been much
competitive than we have,’
Mr. Gerstman of INAPRO.
facts speak for themselves ,
they have to make a major at
ment like this.”

Mr. Brayer pointed out
Shand has lost business to othe
derwriters, including CNA, r.
than cut rates further.

"It would be suicide"” to m
the lower rates, Mr. Brayer saic

Mr. Brayer added that rate
ting accusations against Shand
only indicate bad feeling on
part of companies that lost out
in competition for business.

"They are going to point :
and say, 'Shand, Morahan is r
ing business very cheaply,™
Brayer said.

Mr. Brayer also refuted sug
tions by some in the profession:

ability area that Shand has not
vided a stable market for the E

Between 1973 and 1980, Sh
insured architects/engineers
lawyers risks through Northbr
Insurance Co. In 1980, it move,
Potomac Insurance Co., which
subsequently absorbed by Gen,
Accident Insurance Co. of Amer
Shand has been with General A
dent since.

Some have suggested that Sht
switched policy-issuing compar
to cut rates or because of poor 1
experience.

Mr. Brayer flatly denied bi
charges. Shand moved its busin
from Northbrook, he said, becat
Northbrook is a surplus lines m
ket in 48 of 50 states.

As competition in the prof,
sional liability lines increase
Shand decided "marketing adva
tages,"” such as the avoidance
surplus lines taxes, could be gain
by shifting to an admitted insurt
Mr. Brayer said.

Insurers debate whether Sham
rate hikes signal a tightening in tl
market for professional liabili
lines.

Mr. Gerstman said he expec
markets to tighten. He added, hov
ever, that as established insure
increase their rates, newer insure
may offer lower rates.

For example, when INAPR({
boosted agents liability rates 25% i
Pennsylvania, it lost the sponsoi
ship of the Independent Insuranc
Agents of Pennsylvania. Th
agents moved their program to
company that has written profes
sional liability for only one yeai
but which offered a 10% reductiot
in their current rate.

A spokesman for the agents
group says it placed its coverag,
with Fremont Indemnity Co. of Lot
Angeles, which basically kept INA-
PRO's old rates except for some 39
to 5% rate reductions. 1

NRC OKs rules
for nuclear wastes

WASHINGTON-Sources 01
low-level radioactive wastes will be
responsible for classifying and
shipping them to disposal facilities,
the Nuclear Regulatory Commis-
sion says.

The new regulations divide the
wastes into three categories. Class
A wastes decay to safe radiation
levels within 100 years and may be
buried in liquid form in containers.
Class B wastes reach safe radiation
levels after 300 years and must be
solidified or buried in high-integ-
rity containers. Class C wastes do
not reach safe levels for 500 years
and must be solidified and buried at
least 15 meters underground.

Facilities producing these wastes
must now classify them and ship
them to disposal facilities in Barn-
well, S.C.; Hanford, Wash.; and
Beatty, Nev. The Nevada Board of
Health, however, hopes to close
down the Beatty site. i
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owever the state Insurance cr
Brgrggéogsg% (nlgﬁ Dqut 's the struc

lic and private sector is legal

he question now rests with the
mesota attorney general's of-
, which 15 expected to hand

[t looks very likely that it (the
1) can be cleared on the basis
t we're a home-rule charter and

t we already have a (city) self-

:k record," said Mr Fedo

'he legality of the pool is tied to
obsure state statute that was
etly passed as part of a larger
1in 1981 The bill removed a
me industry requirement" that
ted that companies had to be in

rte hazard group, to form a
,rkers compensation pool
Without the same-industry re-
irement, there IS nothing that
*cifically precludes business and
vernment from forming a con-
rtium to fund work comp risks

If the attorney ﬁeneral's opinion
termines that the venture is ille-
1, the city of Duluth IS prepared
seek enabling legislation for its
oposed pool

"At least one of the candidates
r governor (Rudy Perpich) has
idorsed the plan," said Duluth's
sk manager Bob Healey, who is
lordinating the effort to develop

ig to stand in line to offer it as a
i

The pool does, however, raise
iany unanswered questions

"One of the questions that has to
e answered is the legality of a mu-
icipality basically pledging its
ssets to others," said Assistant In-
urance Commissioner William
loward "If there were a

n assessment (of the pool's mem-
Jers), then you have municipalities
)articipating in private debt "

If the city faced such as assess-
nent, for example, could a private
;itizen or anon-participating bum-

ImproEer city expenditure?

If the Legislature wants to, it
can say, 'Yes, they can assess for
reasonable workers comp losses,
they can participate in this or they
can participate in that," said Mr

"It is inherently doable It's just a
question of policy and there are a
lot of questions whenever anybody
does anything the first time That
doesn't mean it won't happen

Even if such a partnership can be
legally established, the Insurance
Commission is still faced with
questions of how to regulate such
an entity

"There are a lot of things we
would have to do in rules-for in-
stance, comparing a municipality's
financial ability to pay with a pri-
vate entity's," said Mr Howard
"They use a funds-flow method of
accounting rather than an assets
and liabilities method, which you

have with a regular business."

Additionally, how would the

new entrty be defined?
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WEW YOU GET

A MEDICAL OPINION

ON EACH CLAIM

FROM YOUR INSURER?

With E&Eyou can! Wearetheonlyclaimsadministra-
tor in the country to offer claims-based hospital utili-

zation review by medical professionals.

EXECUTIVE & EMPLOYEE
BENEFIT PLANS, INC.

Pioneers in our field, yesterday and today.

For information in cities not listed
call C. J.Wintersteller at

(614) 486-7188.

Atlanta. E. A. Hightower (404) 256-2900
Orlando: Paul Holderbaum (305) 849-6020
Columbus. C. J. Wintersteller (614) 486-7188
Cincinnati: L. S. McCrosky (513) 772-0700
Cleveland. Joseph Kral (216) 886-6800
Dallas. J. M. Bransford (214) 221-2584

Rates: Displav classified is $60.00 per column inch, minimum of one inch.
Straight classified is $5.50 per line, minimum of5 lines. Count 34 characters
per line (include each space and punctuation as a character). Additional
$11.00 charge for blind box ads. Responses to blind bor ads must fit into

Reinsurers sued for asbestos claims

Continued from page 1

They are:

= American Re-Insurance Co. of
New York, a subsidiary of Aetna
Life & Casi.alty Co.

« Employers Reinsurance Corp.,
of Overland Park, Kan., a subsidi-
ary of ERC Corp., which is a sub-
sidiary of Getty Oil Co.

« The Excess & Treaty Manage-
ment Corp, a foreign corporation
with offices in New York City, that
is an underwriting manager for re-
insurance assumed by members of
Casualty Reinsurance Associates of
America and the Excess & Casualty
Reinsurance Assn. or ECRA.

- ECRA, an unincorporated
New-York based association of in-
surers that assumes reinsurance
written'by Excess & Treaty Man-
agement.

According to the complaint, filed
Sept. 30, General Accident pur-
chased $14 miillion in reinsurance
from the defendants between 1943
and 1971. The company's retention
ranged from $25,000 to $150,000
over the same period, it said.

Beginning in the 19605, General
Accident's policyholders were hit
with the first of thousands of law-
suits from victims with asbestos-re-
lated diseases. General Accident
advised its reinsurers of the suits
and complied with all obligations of
the treaties, the complaint says.

In the meantime, General Acci-
dent, which had been involved in
litigation with Celotex over how
asbestos claimants were to be paid,
reached a settlement with the com-
pany on Sept. 1, 1981.

The agreement required General
Accident to pay Celotex $7 million,

and in return, Carey, Celotex and
and their parent, Jim Walter Corp.,
released the insurer from past,
present or future liabilty for as-
bestos claims and defense costs.

General Accident has had to pay
more than $7.8 million as a result of
the settlement, including investiga-
tion and defense costs, the suit says,
adding that the defendants have
refused to reimburse General Acci-
dent although the reinsurance trea-
ties obligated them to.

The insurance policies General
Accident wrote for Carey were au-
tomatically reinsured under the
treaties by their language and by
the practices of the industry, the
complaint adds.

The suit also alleges that the de-
fendants violated New York state
insurance and general business
laws and federal antitrust laws. It

claims the defendants "conspired

and unlawfully agreed among
themselves to refuse to deal with

plaintiff in the settlement of claim
under the treaties.”

In addition to seeking more than

$21 million in damages and $10

million in punitive damages, the

suit seeks injunctions to enjoin the
defendants from continuing their
alleged conspiracy.

According to a source close to the

litigation, the three main issues the
court must decide in the case are:

= The time at which the reinsur-

ance was triggered.

= Which of General Accident's

reinsurance treaties would cover
the settlement with Celotex.

- Whether General Accident's

retention under the treaties should

be paid just once since it made a

classified advertising
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RATES AND CLOSING TIME:

lump-sum settlement with its
cyholder, or whether the rete
should be paid for each ast
claimant who received a port
the settlement.

"There will be a lot of law
here," the source said.

The reinsurance contracts
reportedly contained arbitr.
clauses, and the defendants
seek to have the case sent to
tration. The defendants have
Nov. 19 to file an answer tc
complaint.

An attorney for ECRA and
cess & Treaty called the comp
"a hodgepodge of allegations"
makes it difficult to respond to.

Eugene Wollan of the New 1
City law firm of Rein, Moun
Cotton said issues concerning
is liable for the $7 million in c
ages were potentially a legitir
area of controversy, but added
the conspiracy and antitrust all
tions cluttered the suit unneces
ily.

Mr. Wollan called the additi,
allegations "nonsense and ill
vised" and said they turned po
tially legitimate issues into "uni
essary mudslinging."”

Some of the "technical reint
ance issues" are not unique to
bestos and could be potentially
plicable to other product liabi
issues as well, Mr. Wollan added

A spokesman for American
Insurance refused comment

cause the matter was under liti
T e m =
A spokesman at Excess & Tre'
Management said ECRA will ,
dissolved at the end of the ye'
The business it wrote will then
underwritten by St. Paul Fire
Marine Insurance Co., he said.

Closing: Published every Monday. Copv must be in written form by noo
Tuesday, 6 days preceeding publishing date. No verbal phone copy a,
cepted. Prepayment required. Mail ads to: Emily Webb, Classified Adve
tising, 740 N. Rush St., Chicago, IL 60611. For more information call 312-64!

business size envelope. Responses are forwarded daily.

RISK MANAGER

Experience w/ captive off-
shore, workers' comp,, vari-
ous insurance options. Multi-
billion dollar Twin Cities agri-
business. Exc. benefits, salary
based on exper. Send resume
w/ salary history to

BOX 424, BUSINESS INSURANCE
740 Rush St Chicago. 111. 60611

Business Insurance

Circulation
Breakdown™

Commercial Consumers

Administrative Management
owners, presidents,
vps, etc. 6,497
Financial Management
chief financial officers,
vps of finance. secretaries,
treasurers, etc. 9.634
InsuranceManagement
vps, directors, managers of
insurance, risk, benefits,
compensation, safety,
security. etc. 5,948
Government, Associations,
Unions, Educational

institutions 1,004

Commercial Consumin

Sub-total 23,083
Insurance Agents

& Brokers 9,629
Insurance Cos. 4,944
Financial Institutions 314

Actuaries, Attorneys,

Adjusters, Appraisers

& Consultants 2,408
Others allied to the field 854

TOTAL 41,232

*Source: Business/Occupational
breakdown of qualified circulation,
May 3, 1982 issue, as submitted to
BPA for June 1982. BPA Publisher's

Statement.

$$ PRODUCER OPPORTUNITY $$

Opportunitytodeveloplargevol-
ume of new business using
sound management practices.
Good volume of business in ac-
tiveaccounts forbase Branch to-
cation of large independent
statewide organization utilizing
association and target industry
leads. M.G.A. on property, liabil-
ity and truck.
Support from salescenter, place-
ment department, claims and
customer service representatives
allowing maximum time for pro-
duction.
Compensation from salary deter-
mined by renewal and new busi-
ness.production. Advance pro-
ducer and management poten-
tial.
Respond quickly with resume to:
Box 55570
Indianapolis, IN 46205

For a

Concise

Logical
Approach

Risk

Management
Recruiting

[£61 C

Associates, Inc.

170 Broadway

New York, N.Y. 10038
(212) 227-8000

INSURANCE SALES

( - commission - )

Insurance Benefit Administrators. a group whole-
sale brokerage firm. located in prestigious Oak
Brook. IL. is looking.for aggressive sales people.

Due to our fast growth and expansion. we are
seeking experienced. licensed brokers, who can
be responsive to the needs of our clients.

Our insurance plans are competitive and our
marketing program is designed to make the sale
that will earn you top dollars on a libetal incentive

commission schedule.

Please submit resum@s to:

Mark Becker. Vice President Sales
[Nnsurance Benefit Administrators. Inc-

P.O. Box 945 Oak Brook. [L 60521

SURPLUS LINES
AGENCY MANAGER

Eastern Massachusetts

Seeking person with
managerial ability and
with knowledge of sur-
plus lines, casualty and
property markets. This is
the Number One position
in the agency. Salary ne-
gotiable. Write to

Box 387, BUSINESS INSURANCE
740 Rush St. Chicago, Ill. 60611

HMO/ADS
CONSULTANTS

Will assist Blue Cross and
Blue Shield Plans in the de-

velopment and operating of
HMO's and other alternate

delivery systems. Requires
experience in an HMO.
Please send resume to:

Personnel Dept.
Blue Cross &

Blue Shield Assoc.
676 N. St. Clair
Chicago, IL 60611

equal opportunity employer m/1

Challenging Opportunity
for Experienced Insurance Personnel

A Fire & Casualty Insurance Company in forma-

tion, obtaining its charter around February-
March 1983. To be located in the San Fernando

Valley, Los Angeles. Will need the following per-
sonnel who will begiven atonomyand responsi-

bility:

DAWN -

. Chief Underwriter

. Marketing Manager

. Claims Manager
. Accountant

Applicants, who must have at least 5 years
related experience, should forward their re-
sumes and salary requirements to the following
box number. All inquires will be handled in the

strictest confidence.

BOX 423, BUSINESS INSURANCE
740 Rush St., Chicago, 111. 60611

INSURANCE COMPANY
15 year old multiple line property &
casualty insurer writing $10 million
through independent agents. North-
east location. Surplus at current mar-
ket value: $8 m i llion Will sell for $7 mi 1- 1
lion in cash. Principals only.

Box 403, BUSINESS INSURANCE
740 Rush St. Chicago, 111. 60611

RISK MANAGER-
POSITION WANTED

So. Calif. 7 years corporate RM
experience-Fortune 600 Mfr. &
Re. Dev. CPCU in process. RIMS

member 6 years-last 2 as of-
ficer.

Bus.-(714) 851-9542
Home-(714) 847-2324

BONDS U.S.A.

Needed immediately:
Bond Claims Attorney

Bond Field Reps

Bond Underwriters
Bond Supervisor and Man-

ager
Many other Bond openings.
Call Ellie Gerrard 800-562-
0254 or 201-833-1430.

RISK MANAGER

Ames, lowa (population 46,000-full serv-
ice university community) Risk Manager.

Salary negotiable plus excellent benefits.
(Current range $23,000-$30.000) Prefer
ARM. CPCU or BA in Management or in-
surance with 3 years progressively re-
sponsible risk management experience,
public sector preferred. Responsible for
administering a comprehensive municipal
risk management program to include safe-
ty and loss control, negotiating and claims
adjusting, implementation of self-insur-
ance retention plan risk evaluation and
workman's compensation. A knowledge of
medical,  engineering/safety, electric
power and distribution is desirable but not
required. Send resume and salary require-
ments to: City of Ames, Department of
Personnel, Fifth and Kellogg, Ames. lowa
50010 by November 15,1982.



loody, S&P lower asbestos firms' ratings

nued from page 1

re compensatory damage
is in ongoing litigation.
ierefore, the full weight of
costs will be shared by there-
ing companies," Moody's says.
rhe remaining asbestos defen-
i will be faced with an esti-
d 52,000 total claims.

iody's also said it agrees with
Lates by independent observers
asbestos-related liability will
etween $4 billion and $10
,n through the year 2010.
anville's reorganization peti-
under Chapter 11 of the Fed-
Bankruptcy Act was an impor-
factor in the analysis.
t is now Moody's view that
e the board of directors of a
)r company such as Manville
| for reorganization on the basis
ew studies, a high degree of
libility must be attached to
n in our rating process," the

initive awards OK
r ERISA violations

.tinued from page 2
it option in retaliation for his
eated complaints about his
-king conditions.
i addition, Mr. Jiminez said the
ipany didn't tell him about the
etion of the lump-sum option
il after he left the firm.
is a result, Mr. Jiminez charged,
lost a valuable business opportu-
y as well as the tax benefits asso-
ted with a lump-sum distribu-
Vir. Jiminez sought an unspeci-
d amount of punitive damages
:ause Pioneer Diecasters alleg-
ly acted with malicious and wiill-
1 intent when it deleted the
np-sum payment option, accord-
g to the suit.
Judge Hall agreed that punitive
mages can be sought against an
iployer as a pension plan fiduci-
y. Allowing punitive damages
fainst plan fiduciaries furthers
RISA's intent of protecting the in-
rests of plan participants by de-
rring fiduciary misconduct, she
1ded.

"Judge Hall is saying that puni-
ve damages will be allowed in
gregious situations such as this
ne," said plaintiff's attorney Mr.
bean.

But other pension experts say
udge Hall erred.

"Putting in a plan amendment is

business decision, not a fiduciary
ct," said Frank Cummings, a part-
ier with Nossaman, Krueger &
Inox, a Washington, D.C., law
irnn.

In addition, ERISA lays out spe-
:ific criminal-not punitive-pen-
ilities for willful pension viola-
.ions, Mr. Cummings added.

In reaching her decision, Judge
Hall has allowed the case to go to
the discovery stage and seek puni-
tive damages but has not yet ruled
on whether the company violated
its fiduciary responsibilities as a
pension plan sponsor.

Carl Spahr, a member of Pioneer
Diecasters' pension committee, said
all of Mr. Jiminez's allegations are
unfounded.

Fires in California

to cost $16 million

NEW YORK-Insured property
losses caused by a series of fires in
Southern California last month
have been estimated at $16 million
by C.E. Hermanson, vp of property
claim services at the American In
surance Assn.

The heaviest damage occurred
in Los Angeles and Orange coun
ties.

The blazes were assigned Catas
trophe No. 72 by the Insurance Ser

ices Office . -

company said ina report.

"Accordingly, we have intensi-
fied our rating reviews and signifi-
cantly increased our assessments of
the possible liabilities to be in-
curred by Manville and other com-
panies."

The Moody's report indicated
that Armstrong World Industries,
GAF, Owens-lllinois, and Owens-
Corning have been harder hit by
the litigation than Flintkote and
Jim Walter.

In addition, factors other than as-
bestos liability, like the effects of
the recession, also contributed to
the lower ratings, the report noted.

Although Moody's also reviewed
several other asbestos defendants
and five insurance companies sig-
nificantly involved in asbestos liti-
gation, it did not lower their rat-
ings.

Defendants whose ratings were
studied but not lowered include
Asarco Inc. of New York, a subsidi-
ary of Lac d'Amiane; Combustion
Engineering Inc. of Stamford,
Conn.; Louisiana Pacific Corp. of
Portland, Ore.; and National Gyp-

sum Co. of Dallas.

Insurance companies whose rat-
ings were reviewed but unchanged
are A.l. Credit Corp. of New York,
a subsidiary of American Interna-
tional Group Inc.; Aetna Life &
Casualty Co. of Hartford, Conn.;
AFCO Credit Corp. of New York, a
subsidiary of Continental Corp.;
CIGNA Corp. of Philadelphia; and
The Travelers Corp. of Hartford,

Conn.

"The companies whose ratings
remain unchanged demonstrate
strength compatible with their ex-
isting rating categories despite the
incremental risk of asbestos-related
litigation," the Moody's survey
said.

"Our review of the potential as-
bestos-related liability for the five
rated insurance carriers indicates
that no rating action is required at
this time. Moody's reviews of the
potential liability of those com-
panies (insurers) indicate that their
reserves to cover such liability are
adequate, based on information
available to date.”

Officials of many of the com-
panies whose ratings were lowered

eat
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If so, reach for the Risk Management
Digest a publication designed to
provide insurance buyers, risk managers
and financial executives a quick monthly
reviewofcurrent news anddevelopments
in the risk management field. This low-
cost abstract service will saveyou reading
time while keeping you up-to-date and

fully informed.

Eachmonthlylssue of the Digest contains:

< A summary of outstanding articles, reports and events compiled
from key publications and the trade press on subjects ranging from
legal developments and new products
to OSHA, captives, claims and

underwriting.

= Citations for each summation for

49
easyfollow-up if more information 5 6

= A senior management Pull-out OO/‘3<5 - . .
section focusing on news which 4*% 4* T=:* -- /

is needed on a specific topic.

provides risk mana

means to keep top execu-
tives informed on critical de-

velopments affecting corpo-

rate programs.
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Please enter my subscription to the Risk Management Digestfor oneyear at $32.

O Payment enclosed

Name

Company

Address

(Foreign subscribers add $5)

O Please bill me later

Title

Thlephone Number

City, State

EBASCO RISK MANAGEMENT CONSULTANTS, INC.

ASubsdaryot EBASCO SERVICES INCORPORATED

Two World Trade Center. New Ybrk. NY 10048

either refused or were unavailable
for comment.

However, a spokesman for GAF
said that Moody's action was un-
warranted.

"There have been no new devel-
opments regarding our asbestos ex-
posure," a company statement said.
"Our insurance companies continue
to defend and indemnify us. And
we consider that we have our expo-
sure situation under good control."

GAF is facing about 10,000 suits
and has settled 2,500 cases for an
average of $7,000, the spokesman
said.

The Moody's rating reduction
"didn't really affect us because
we're not issuing commercial paper
now," a spokesman for Jim Walter
Corp. said. "It really wasn't nega-
tive for us.”

The spokesman also pointed out

that the company's long-term bond
rating was not reduced.

Thomas Petry, president and
chief executive officer of Eagle-
Picher, said that his company does
not agree with the lowered rating.

"We are a very sound financial
company and don't feel the uncer-
tainty of asbestos litigation war-
rants a downgrading to the level
they have done."

Eagle-Picher's long-term debt
and commercial paper ratings were
downgraded by Standard & Poor's
earlier last month and by Moody's
within the past two months.

Standard & Poor's reduced
Eagle-Picher's rating because of
the company's impaired financial
flexibility and ability to attract cap-
ital due to the uncertainty of its in-
volvement in asbestos litigation,
the S&P spokesman said. -



Regulators study asset shifting at Baldwi rl

Continued from page 3

Once primarily a musical-instru- B H
ment manufacturer, Baldwin I tICker
earned $85 5 million on revenues of
$25 billion in 1981 and scored a other $913 2 milhon in SPDAs
compounded five-year revenue

in 1981, among the highest for di- tracted the attention of regulators bentures by D H Baldwin Co, a worth $136,000 per share Baldwin,

Although it is primarily a life in-

consortium of banks

After looking at these transac- $106 O million
tions, the Arkansas regulators Although the NAIC may’
asked the NAIC experts to look at recommended devaluation oj
MGIC's assets to decide what value eral other affillated assets, itt |

the Arkansas insurers should be al- ommendations have not yet

Details of the MGIC financing lowed to place on Balunit's stock made public and Mr Wood
growth of 65 7% Its return on surer, Baldwin cast itself in the emerge in a Sept 14 prospectus for The NAIC, usirg the book value of says they will not be released
shareholders' equity reached 33 6% property/casualty limelight and at- the offering of $100 million in de- MGIC's assets, says the assets are the examination is complete

"We recognize that affiliate

versified financial companies in at least two states when it ac- Baldwin subsidiary That pro- arguing for market value, had been vestments are not as liquid as

ranked by Fortune magazine

Much of the company's growth March (see related story, page 35)
To buy MGIC-parent of MGIC labyrinth of at least 57 interlocking two companies totaled $185 1 mil- of Baldwin United who becam

has come from its sales of single-

quired Milwaukee-based MGIC in spectus, combined with other pub- using $200,000 a share As of Sept of AT&T," says L Guy Dillat

lie documents, picture Baldwin as a 15, the Balunit shares held by the lll, the former assistant conti

premium deferred annuities, Indemnity Corp, Mortgage Guar- corporations, joint ventures, real hon after the proposed reduction, eé:utlve vp of the two Arkal

known as SPDAs, which are con- antee Insurance Corp and about a estate partnerships, equity invest- according to Baldwin documents

sidered a life-insurance product half-dozen other primarily prop- ments and insurers
In summary, the documents re- two insurers, a large chunk of Ba- best investment candidatesp’

(see related story) The sale of erty/casualty insurers-Baldwin

SPDAs in 1981 generated $1 5 used about $517 million in internal veal that
« Baldwin proposes to sell a total Co, another non-operations hold- candidates are companies wi

billion, or 60% of its revenues Dur- funds and obtained a one-year
ing the first half of 1982, it sold an- bridge loan of $654 million from a of $426 million in related assets to ing company

SPDAs profitable for Baldwin

A single-premium deferred annuity has the characteristics of a
tax-deferred savings account

A policyholder makes a lump-sum payment to the insurer in re-
turn for a guaranteed investment return at market rates during the
first year of the policy. For annuities written by affiliates of Bald-
win-United Corp., the lump-sum amount averages $23,000 and the
first-year guaranteed rate is currently 13 5%

The policyholder incur's federal tax penalties upon any with-
drawal of principal before retirement or any disability As long as no
withdrawal is made, however, the policyholder pays no taxes on the
accumulating interest

In the meantime, the insurer makes money on the difference be-
tween what it pays the policyholder and what it can earn by invest-
ing the accumulating cash hoard of many policyholders

The insurer also has to pay a commission to stockbrokers who sell
the annuities Baldwin pays 4% of the principal-or about $920-on
an average sale

During the first year, Baldwin guarantees it will not reduce the
interest rate it m paying by an increment exceeding 0 75% If Bald-
win violates that pledge, the policyholder can withdraw the money
without the 5% surrender penalty that Baldwin otherwise charges

After the first year the policy is in force, Baldwin can set the
interest rate anywhere market conditions dictate above a floor of
75%

The key to the appeal of SPDAs for insurers like Baldwin IS the
ability to generate tax losses in the annuities' early years that can be
used to shelter profits from other highly profitable operations-like,
in Baldwin's case, its MGIC Investment Corp unit

The tax losses result from rulings that allow deduction of the first-
year 13 5% interest payments as a business expense, as well as de-
ducting the commission paid to the brokerage

The Internal Revenue Service earlier had indicated it might dis-
pute this practice, but the Tax Equity and Fiscal Responsibility Act
signed Sept 3 by President Reagan makes It clear that insurers can
continue to do so

As the years go by, the SPDAs become more and more profitable
since the insurer can lower the original interest rate

~Aiall_ . _____ /-7 _7_7_1illilill.

BUYING AN AGENCY?

ARE YOU'UJAJUNG ADVANAGE OF TAX BENEFITS
BY DEPRECIATING EXPIRATIONS>

ACQUISITIONS ONA PRE-TAX BASIS

DEPRECIATING EXPIRATIONS
STRUCTURE-DOCUMENTATION-TLMING- METHODS

Proble 4 ecanbeplot whe

RUSSELL MILLER, INC

Specialists for tbe insunince industry

300 Montgome,¥Street 3807 Wilsbire Bottleta,d 116 jobn Street
San Fiancisco, CA 94104 Los Angeles CA 90010 New York, NY 10038
M151 9567474 (213) 3874432 (212) 619 3670

London
(01) 920 9392

Chicago Dallas
(312) 454 1896 f214) 742 9282

its insurance subsidiaries, Including

the two Arkansas i insurers, in ex-

change for cash to pay the | oahs

sed insurance affiliates on 0 1

Besides the 35% stake held by the "But you have to ask, 'what ar, q
lunit is also he.d by D H Baldwin we have decided that among t

the Baldwin-United group " 1

The two Arkansas insurers also "If It'S a non-traded or an affi i

holdapproximately $181.9.n

Wion asse

mnce a

LUDRILYQHNEYE 1oy T

* The two insurers already hold D H Baldwin'- principal asset is yard responds "You can't be 2 1
at least $471 million in Baldwin-af- Balunit, which n turn chiefly owns pie in your regulation You har |
filiated investments among their MGIC stock, the NAIC actual-ies be aware of the non-insurance c |
estimated $29 billion in reserves, say the $1815million inDH Bald- panies and the effect tj

according to documents provided win stock is actually worth only

by Baldwin to Mr Woodyard
= An evaluation by tne National

Assn of Insurance Commissioners |

securities valuation office in New
York City, ordered by Mr Wood-
yard, recommended reducing the
statutory carrying value of some of
the affiliated assets held by the two
insurers by about one-third or
$1626 million Baldwin officials
disagree with the valuation
changes, and Mr Woodyard hasn't
yet accepted them

- Because of the valuation dis-
pute and continued sales of SPDAs,
Baldwin was forced to make addi-
tions to reserves of the two com-
panies of $109 million on Aug 31-
assets that might otherwise have
been available to pay the loan

= Baldwin's SPDA insurers own
substantially all of Baldwin's
operating subsidiaries They also
used the cash in large part to buy
stock or debt of affiliates, including
the purchase of MGIC

As long as the entire Baldwin-
United group performs well, the
arrangements are fine, analysts
say But what happens, some ask, if
SPDA policyholders decide to cash
in their annuities®

Baldwin officials say the Ar-
kansas insurers hold enough non-
affiliated assets to more than cover
the liquidation value of the SPDAs
they have written

Baldwin's corporate structure is,
on the surface, similar zo that of at
least one other large insurer-
Hartford Insurance Group Inc
Hartford Fire Insurance Co,

Continued on factng 3

insurance services guidE

CASUALTY ACTUARIES, INC.
Robert F Lowe FCAS MAAA FCA
Loss Reserve and Rate Evaluations for in-
surance Companies and Sell-Insureds

Statutory letters cf opinion on loss expense
12300 Olive Boulevard

St Loils, MO 63141
314-878-5002

LOSS RESERVE
CERTIFICATION

Virga le(tinition
lotal. 1./11 S_.Mlinint & lihinol benters

1.n, 1.01 /11,3 14 1 LLIt1lj
J. J. O'Connor & Co.
Watch Hill Road
Watch Hill, Rl 02891

(401) 348 8386 24 hour service

JOE P NOSS Pres,cent PHONE 615-329-2311
TLX 786546

The Tennessee Company
ADJUSTERE AND SURVEYORS
TN AND ATLANTA, GA

HOME OFFICE - 1720 WEST END BLDG
NASHVILLE, TN 37203

3 YEARS

STRATEGIES FOR CORPORATE
HEALTH COST CONTAINMENT

ATWOOD & CO. |

Consulting Actuaries
Claim Reviews 11
Reinsurance and Reserve Analysis
for Captives and Self Insurers
5000 Ambrose Ave

Los Angeles, CA 90027
(213) 661-9260

1
Woodward & Fondiller Int
Consulting Actuaries ]
Analysts of self-insurance benefits, los
reserve and rate evaluations for sel--trj
surers and small insurers Setting-u
management information systems
130 East 59th St
New York, NY 10022
212-755-7550

CHAPIN Associates

compensation insurance
consultants to California buyers j
Captive studies Dividends
Associations Xmod audits

Retro plans Self-ins studies

415/283 7850
Box 1444, Lafayelte, CA 94549

.0/64/44/~*1

A Nnew research report for the

manager seeking practical solu-
tions Experience based ideas
on funding plan design, admin-
istration, etc 60+ pages(81/2XIl)

principal holding company of the $25 00 Additional info avail-

group, is also an Insurer in its own
right, notes Joseph H Gareau, a
Hartford Group secretary who
manages the group's investments
But about 40% of Hartford Fire's
assets, he says, consist of stocks or
bonds of subsidiary insurers

Mr Gareau says Insurance regu-

lators in Connecticut allow such

holdings because Hartford Fire's
non-affiliated assets more than
support its insurance writings
"They strip out your affiliated
holdings and compare what's left to
your writings "

The Arkansas regulators' scru-
tiny focuses on NILIC, which
writes most of Baldwin's SPDA
business, and NIPIC, which rein-
sures most of the SPDA business
They share the same management

The two insurers also own 35% of
Balunit Inc, a Bald, in holding
company subsidiary that, in turn,
now wholly owns MGIC Balunit
itself has no operations, thus the
value of its stock depends entirely
on the value of its investments,
most of which are tied up in MGIC

Thus, Baldwin has managed to
use cash generated by the SPDAs

sold by the two life insurers to pur- / For advertisin

chase stock in Balunit, which in
turn purchased MGIC

Personnel Research Assoc,

49 Oakridge Rd ,
Verona N J 07044
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VWANTED
ISRAEL BONDS

We Pay Top U S Dollars

For State of Israel Bonds

Before Maturity

HL. WOLF & CO.

INVESTMENT BANKERS

120 WALL STREET 1044
NEW YORK, NY 10005
(212) 473-3504

information in the INSURANCE SERVICES GUIDE

ontact%mily Webb, 740 Rush Street, Chicago, lllinois 60611
Telephone (312) 649-5340
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"The Hartfordt top-notch

underwriters bring special skill
to standard commercial lines.”

An interview with Tony Lubimir,
SeniorVice President, Office of

Underwriting, The Hartford.

Q. The Hartford is known for the quality of
its underwriters. Why is that?

A. Our whole.approach to lhe market
depends upon developing and keeping owt-
s.Einding underwriters. Thats why we give top
Friority to specialized training and career
ircent ves that make underwriting both chal-
lenging and rewarding. Forexample, we
created the position of Executive Underwriter
fc-r our most experienced p-ofessionals. They
P-ave broad underwriting and pricing authority
coupled with production responsibility. The
position may be unique in the industry.

Q. How do insurance buyers benefit from
the specialized training of Hartford
underwriters?
A. Their insurance needs are
addressed by an underwrit-
ing professional with in-
--t:; depth experience and expert
pl/ knowledge of the particular
i type of coverage involved.
- That high level of underwrit-
ing expertise is just what
brokers and agents tell us
they need to help their clients-especially in
the current business environment, where
quality of protection is as important as price.

Q. How does that underwriting expertise
help insurance buyers get high-quality,
cost-effective protection?

A. The more underwriters know about avail-

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

interest

Q. What happens when insurance buyers
need specialized underwriting help on bo
the Property and Casualty sides?

A. They get it. The Hartford has a well-coe
dinated team approach that gives brokers
and agents unlimited access to specialized
underwriting and loss control assistance-

in effect, our best corporate underwriting
resources-when called for.

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

over 95% of underwriting Ali
decisions are made in our

regional offices. Of

course, our field underwriters are encourage
to utilize all corporate resources to develop
the best approach to a given situation.

Q. Is The Hartford consistent in its
underwriting program?

A It is our pol icy to be. We don't cover a
particular type of risk one year and drop it th
next. This will become an even more impor-
tant factor as the market starts to respond to
adverse underwriting results.

Q. How can insurance buyers take advan-
tage of Hartford underwriting capability?

mdepedIntagegnat whorepresents (

The Hartford.
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Don't make a decision on business

insurance without a quote from
The Hartford.
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Letus protect your world. THE HARTFORD

.The Hartford Insurarce Group, Hartford, Connecticut 06115.



