EZ

uJ

, International issue

Latin America: Page 11

WEEK OF NOVEMBER 22,1982

business

IiINsurance

i Quaker Oats

is cooking up
health incentives

By CAROL CAIN

CHICAGO-Quaker Oats Co. is cooking up a unique health bene-
fit plan that boils down to making employees more responsible for
their medical costs to reduce health care overuse.

AnNnd, it hopes to affect the entire national health care system by
inspiring other benefit managers to try similar incentive plans and
by lobbying Congress to pass tax incentives that would encourage
people to save for their health care needs.

"Our effort will be very small if other people don't try the same
things," says Robert Penzkover, director of employee benefits and
mastermind of Quaker's new Health Incentive Plan. "I'm willing to
bet that 100 benefit managers have ideas like this on the drawing
board.”

The most unusual aspect of Quaker's new four-part health incen-
tive plan is the dividend employees will receive if annual health
care costs come in lower than budgeted.

The plan, which is designed to control Quaker's runaway health
care costs, also includes:

« A $300 health expense account for each employee that can be
used for a broad range of health care expenses or received as cash at
the end of the year.

- Comprehensive medical benefits that require employee cost-
sharing but protect him or her from catastrophic losses.

Continued on page 84

Quaker Health Incentive Plan

Ith expense acco
f---<z,_ Each eI|g|bIe employee is credited with a $300 annual

0 expense allowance that he can use to cover his health

insurance deductible or a wide range of other health
care expenses or receive as cash at the end of the year.

-Os Comprehensive medical benefits:
?rrpm Employees must pay a $300 deductible and 15% of the

Ir N» next $5,000 in covered expenses for hospitalization,
Widit= surgery or other illness or injury-related expenses.
However, the co-payment is capped at $750 for individuals and
$1,500 for families.

Annual dividend:

e comaany's health caro.cots foc e yea

yees in the form of a dividend t
their health expense accounts for the next year.

11114 Economic adjustments:

*/E As the health care economy changes, periodic
adjustments in guarantees and coverage levels will be
made.

LB

is added to

r111
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update:

Lloyd's lowers estimate
of leasing losses

LONDON-With more than half of all

computer-leasing claims settled, Lloyd's of
London lawyers predict the ultimate cost
will be $388 million.

Lloyd's lawyers Lord, Day & Lord in
New York and Elborne & Mitchell & Co.
here reduced the earlier estimate of $444

miillion based on 1982 settlements.

Continued on next page

Bargain prices prompt
higher D&0O policy limits

By RHONDA L RUNDLE

CHICAGO-U.S. and Canadian businesses are taking
advantage of bargain prices to bolster their directors
and officers liabil-
ity insurance limits,

a NnNew survey
shows.

The larger the Com,any /1// / as//:/
company, the more
it has increased its Under $25 million
limits over the past
two years. Small
U.S. businesses
with less than $25
million in assets in-

$25 million to $100 million
$100 million to $400 million
$400 million to $1 billion

$1 billion or more
creased their limits

an average of 14%, Source: 1982 Wyatt Co survey

while corporate
giants with at least
$400 million in assets increased their limits an average
of 44%.

Canadian companies also appear to be buying sub-
stantially higher D&O limits, although specific figures
are less reliable due to the smaller number of partici-

D & O policy limits in the U.S.

pating companies (see related story, page 83).

"Many companies have found it possible to both re-
duce premiums and enjoy increased limits at the same
time," according to the "1982 Wyatt Comprehensive
Report on Directors
and Officers Liabil-
ity and Fiduciary
Liability."”

» ", This is the eighth

D&O buyer survey

= _ = -

$ 4,168 $ 3,670 1496 published by The
7.570 5,628 359% Wyatt Co., an actu-
arial and consulting

13,025 9,702 34% firm. The authori-
17,022 11,721 45% tative report on
28,703 19,975 a4 directors and offi-

cers liability insur-

ance appeared an-

nually through

1980 and switched
to biennial publication with the 1982 edition.

The new 170-page study is based on participation by
1,979 U.S. and 275 Canadian businesses of all sizes that
responded to questions about their D&O losses, claims

Continued on page 82

Pressure building on NAIC
to postpone open rating bill

By EILEEN NORRIS

CHICAGO-The pressure is mounting on state insur-
ance regulators as opponents of open rating for workers
compensation to intensify their lobbying efforts to stall
passage of model legislation.

With the National Assn. of Insurance Commissioners’
winter meeting just one week away, trade groups and
insurers appear to be split over whether they will en-
dorse the bill.

So far, most of the lobbying against the model bill is
behind the scenes. Many industry organizations
haven't announced their positions, and some have said
they support the bill.

But, there is opposition to this first model bill for
open rating of workers compensation, and insurance
commissioners expect to hear every last bit of it at the
NAIC winter meeting in Dallas where they will vote on
the measure.

Only the Alliance of American Insurers has come out
publicly against the model bill. It will ask the NAIC to

FICA taxes proposed

for salary reduction plans

Page 2

postpone adopting it. The Alliance wants the NAIC to
wait until the eight states that have passed open rating
begin to see the results of their individual laws before
sanctioning an NAIC model bill as the best alternative.

Organizations which have not announced their posi-
tions include:

« The Risk & Insurance Management Society. The
group plans to express its stand at the NAIC meeting in
Dallas. In the past, RIMS has supported the concept of
open rating for workers compensation.

= The American Insurance Assn. Its insurer mem-
bers are known to be lobbying hardest against the mea-
sure. However, it says it doesn't have a formal position
yet, but will by the NAIC winter meeting.

« The National Assn. of Insurance Brokers. It says it
is not working on a formal position and won't comment
at the NAIC meeting.

Organizations that support the bill include:

« The Professional Insurance Agents, which passed
a resolution supporting adoption of this model bill as

Continued on page 81

Chamber survey details
rising benefit costs
Page 3
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Premiums double for Colorado state workers

Some of Colorado's 26 000 state

government employees are n Dw
paying health insurance premiums
that are more than douole what
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As Times Change

You Re-Evaluate
The Sources

Of Security.

Today it's more important than (Fer
to consider your insurer and reinsurer
carefully, look more closel> at their
erperlence. fleribilitv.' responsireness,
financial strength You'll like w hat
vou see at Walton because ve'ri
uniquely prepared to meet your
changing needs

&Sn *#/07 2.

Our underu nting guidelines are
. flexible to allou the kind ofconsi-
| gt derations you w ant Walton offers an
expanded staffoferperienced
underwriters w ho make decisions
B 1. T quickly They recognize the kinds of
= risks Walton can work uith notJUst
today. but in the future What's
more, they're backed by a new data
management system rhat keeps them
up to date with accurate information
about every insured And Walton's
financial strength provides a
degree of capacity you u 111 find

most reassuring

*Ir

> 10-/-

14*

—wa . - Isn't It Time You Looked
Into Walton?

imak

Walton Insurance Limited
Global House, Church St ,
e PO Bor 1833,
Hamilton 5, Bermuda
Cable INSURAN BERMUDA
Tele, 3457 INSUR BA

Telephone (809) 292-33()4

S FL..

c.e/
TIfFIA VWWALTON

Insurance Limited

conducted by William M Merci
Inc said they were planning male
changes in their benefit plans 1
conELoI costs during the next 1

Sixty-seven percent of the re
sponding employers said the
planned no major benefit change
during the upcoming year, whil
another 20% said they were no
sure what they would do

Of the companies planning t
make major benefit changes, 379
said they would reduce the benefit
their employees received Anothe
24% said they would demand in
creased employee premium contri
butions, while 18% said they woulc
boost the deductibles employee,
have to pay

In addition, 10% of the employers

planning major chanqes said they
would reduce the level of increases

the upcoming year Eight percent
said they would implement new
cost-containment features, while
another 6% said they would closely
monitor benefit Erograms to elimi-
nate waste and abuse

Although the employers that
plan to cut benefits are in the mi-
nority, companies now appear to be
more likely to alter benefit plans to
cut costs than they were this year
Less than 1% of the responding em-
ployers said they had made benefit
reductions or froze the growth of
their benefit programs during the
past 12 months, the survey reveals

"It's a clear indication that some
employers believe benefit cuts can
be a viable solution to reducing and
controlling benefit costs during bad

times," says Karin Allport, a senior
consultant with Mercer in New
York

A copy of Mercer's "Employer
Attitudes Towards Compensation
and Benefits in the 1982 Economic
Environment" can be obtained by
writing Willaim M Mercer Inc,
Box 99, 1211 Ave of the Americas,
New York, N Y 10036

Premiums paid

Butte School District No 111 in
Arco, Idaho, iS now paying the en-
tire major medical premium for
full-time teachers, custodians and
clerical workers who seek coverage
for their spouses and dependents

The district previously paid the
full premium only for employees
opting for single coverage

The five-school district spends
more than $92,000 annually to pro-
vide hospitalization and maJor
medical coverage for its 52 employ-
ees, explains Nancy Carlson, clerk
of the Butte Board of Education

With the change employees now
only pay a $50 annual deductible
for a plan that covers 80% of eligi-
ble costs The plan is underwritten
by Blue Cross of Idaho

Made any benefit changes 7 Write
James Lawson, Associate Editor,
Business Insurance, 220 E 42nd St,
Nein York,NY 10017,212-210-0143
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Du Bain leaving Fireman's Fund

SAN FRANCISCO--Myron Du Bain will retire as president and
chief executive officer of Fireman's Fund Insurance Cos. at year-
end, he announced last week.

"l feel | have done the things | had set out to do as chief executive
officer, and it's time to let someone else run this fine company," said

Mr. Du Bain, 59, who had been with Fireman's Fund
for 36 years.

f chief executive officer, will become chairman and
chief executive officer of Fireman's Fund, as well as
chairman, president and chief executive officer of
Fireman's Fund/American Express Inc., the newly
formed holding company for American Express Co.'s
insurance operations. Reporting to Mr. Cutler will be
James J. Meenaghan and O.D. Oliphant.

Mr. Duaain

property and liability operations, was elected presi-
dent and chief operating officer of Fireman's Fund
and vice chairman of the holding company. Mr. Oliphant, 62, who
has announced he intends to retire at the end of 1983, continues as
vice chairman of the holding company and of Fireman's Fund, re-
sponsible for reinsurance and international operations.

Alexander & Alexander Services
Inc. is reorganizing the Bermuda-
based operations of its British sub-
sidiary, Alexander Howden Group
P.L.C., following its discovery that
Howden's Bermuda insurers were
substanitally under-reserved (B,
Nov. 8).

Peter M. Densen, an A&A senior
vp and president of Anistics Inc.,
A&A's risk management services
subsidiary, will manage Trent In-
surance Co. and Capital Marine In-

surance Co., the two Howden units
in Bermuda.

Edwin F. Cutler, 58, formerly vice chairman and

Mr. Densen said the under-
writing policies of both companies
would be shifted from reinsurance
to what he termed specialized risk

management programs.
In addition, Alexander & Alex-

ander Inc., A&A's brokerage sub-
sidiary, is regrouping its 88 U.S. of-
fices in three new operating divi-

Mr. Meenaghan, 44, president of the insurer's U.S.

Announcing

acompanythathad
225yearsof international

InNsurance experience
before itexisted.

If you write overseas coverage for US. businesses
or US. coverage for overseas companies, you really
should get to know AEGEN International.

We pool the
resources and ex-
perience of three of < - ’
the biggest names, -=241 1 .*-*, 1
ininsurance: Afitna - , 4@7 :i .-*,

Life & Casualty, ' B| NTEBZA:B.K-1A&i,di<119 5

Generali of Trieste. ir-UN//,4.iff,2

1<ifi..
and Taisho of Tokyo. 3% TZ-/Sti- 4 :
Thanks to our

L=/ .,iZ—-16.

151 WWilliam Street .
New York. New York - 10038

12(21285-8080
WU. Telex 968557

international net-

- — - - - —

I T

work, we can offer i —/

you very competitively-priced insurance ...

in over 70 countries. Or, we'll make

special arrangements for you any-

where from Pole to Pole.
So why not dial David Benson,

President, Dennis Fassett or Frank

Makovec, Vice Presidents at C12) .—

285-8080 and ask for a no-obligation

review of any risk package you're handling. . /
We think you'll find our claim of being

competitive in service and price is no mere claim.

markets

The new Eastern, N irthwestern
and Southwestern divisions will re-
place two pr€vio _S operating
groups-Northeastern anc South-
western-which the company felt
had grown too large u be effective.

EaGh of the new groups will be
headed by a newly appointed sales
director. Thomas J. Petersen, cur-
rent.y production man:ger for
A&™* in New York. vill be sales
director for the Eastern grcup; Wil-
liam D. Baker, up; r.anaging vp of
A&A of Minnesota, w.11 head the
Nortnwestern group; and R. Peter
Urquhart, the broker's current
mid-Atlantic regional director, will
manage the Southwestern group.

A&A isalso eliminating its "Mid-

Howden's Bermuda units reorganized

Central" regional division, and,

operate with 10 geographica
based subdivisions rather than 11

Marine reorganizatio

Fireman's Fund Insurance Co.
panies has reorganized its Atlan
ocean marine division into a new
established New York home offi
division. The marine and home c
fice divisions will be housed in ni
offices separate from the cor
pany's New York branch offic
The location of the new office is 'y
to be announced.

Ocean marine managers i
branch offices in New York, Loi
Island, Baltimore, Boston and Phi
adelphia will report to the ne
home office division. Miami, A
lanta, New Orleans and Dallas m.
rine personnel, who previously r,
ported to the Atlantic division o
fice in New York, will now repo
to the Houston branch office.

Geoffrey Daw, former marin
manager for Fireman's Fund In
surance Co. of Canada, will becom
senior ocean marine executive i
the home office division, replacin
the retiring Atlantic division senio
executive, Joseph Borowiak.

New brokerage

Cooney, Rikard & Curtin Inc. ha
been formed as a property/casualtl
insurance brokerage.

Its partners are John P. Cooney
James A. Rikard and Thomas J
Curtin Sr.

The brokerage's offices are 10-
cated at 1933 Montgomery High-
way, Birmingham, Ala. 35209; 205-
933-8230.

Poe subsidiary

Poe & Associates Inc., the na-
tion's 16th-largest brokerage, has

formed a new subsidiary called Poe
& Associates of Puerto Rico Inc.

Offices will be located at 416
Ponce De Leon Ave., Hato Rey,
Puerto Rico 00919; 809-754-9040.

Willie Morales has been named

president of the new subsidiary.

Acquisitions

St. Paul Fire & Marine Insur-
ance Co. has announced the
merger of two of its subsidiaries. SL
Paul Risk Services llne.. a risk
management subsidiary, and
Atwater MeMillian Inc., a sur-
plus lines and specialty risk under-
writing subsidiary, will join under
the name Atwater MeMiillian Inc.

The GEM Agencies of Houston
have acquired another agency,
Klein, Schmidt & Associates.
The combined staffs will service
12,000 clients in Texas and 13 other
states.

Triangle Insurance Services
and Westco Insurance Associates
have merged to form TriWest In-
surance Services. TriVWest is mov-
ing to new offices at 4340 Fulton
Ave., Sherman Oaks, Calif. 91423;
213-906-3350 and 213-872-3220.

New offices

Buffalo Reinsurance Co. will
open an office at Eight Piedmont
Center, Suite 705, Atlanta, Ga.
30304; 404-266-0669.

Marsh & MelLennan Inc. has
opened an aviation and aerospace
services office at 955 L'Enfant
Plaza North S.W., Washington,
D.C. 20024; 202-554-0833.

Rhulen Agency Inc., will ex-
pand into a new office at 196
Broadway, Monticello, N.Y., 12701.
The new office is one block from
Rhulen's headquarters at 217
FEroaad~wsww==ayN_- =—



Where the strong
and the nimble perform.

In casualty and property, excess and special risks require
a rare combination of talents. We have the resources and the

resourcefulness to help brokers turn proposals into contracts.

Baccala & Shoop

The crack troop in underwriting management

, 4400 MacArthur Blvd, Suite 900 » Newport Beach, CA 92660 « Tel: (714) 851-2374
Atlanta * Chicago * Columbus, OH « Dallas * Houston * Los Angeles ¢ aneapoﬁs * New G?o(rk ' ﬁ’hl? ?
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editorial opinions

Pulling for south-of-border reform

TNSURANCE BUYERS and sellers need more free- than the fully insured company. Deductibles and self-

1dom to operate in Latin American countries. insured retentions make the loss hurt today instead of
We are concerned less for multinationals operating in the future in the form of higher insurance costs.

in Latin America than for local industry. Multina- These changes are vital to nurturing the develop-

tionals can tap various multinational insurance ser- ment of risk management.

vices to structure their sophisticated programs, cleverly Important, but we recognize harder to sell to Latin

circumventing local restrictions. Multinationals also American governments, is more competition among in-

can send managers trained in risk management to their surers. Removing the shackles of uniform rates among

Latin American 9 0/ % domestic insurers
would be a start.
Allowing foreign
insurers more open

AN S
1)) access to their mar-

et, suc

,%‘%é_gl_ T he

| oc 25 fflowtioof idaena
created by allowing

foreign insurers
into their markets

operations. U ©8. BUSIt55 D#.*A»GE-
Local business in

Latin America,
however,

yet,embraced risk
employee benefit Am

Mateenen s
special report, page ,

11). How can they? J PbWEA)2(4

Nationalistic regu-
I=aticonNs recguirimg —
businesses to buy ..
insurance locally, businesses. They
= tr iac—tlN - = a Faca>hlZ—acac— <2 J would have access
uniform rates, the absence of deductibles and the lack to more reasonably priced and progressive insurance
of credits for loss control programs all shackle good programs.
risk management programs. Government-sponsored The problems of government-sponsored health and
health and pension programs with mandated contribu- pension plans will become plain all too soon to Latin
tions from employees and employers have slowed the American governments. Already the cost of health care
development of private benefit plans. in Venezuela is raging out of control at an annual clip

Latin American governments must reform these reg- of 21%. The smart Latin American government quickly
ulations to encourage businesses to adopt good risk will reduce its commitment to government-sponsored
management and employee benefit programs. health and pension plans and encourage local busi-

The first changes we recommend are rating regula- nesses to provide these benefits to their employees. So
tions. Insurers ought to be able to reduce the cost of far, the experiment in phasing out government-spon-
insurance for businesses that implement safety and se- sored plans in Chile is working.
curity programs to reduce the risk of loss. Already, in- Creating atmospheres in which sound risk manage-
surers in Venezuela are clamoring for this change and ment and employee benefit programs can be developed
we commend them. In time, those with good loss expe- by businesses is one way Latin American governments
rience ought to be rewarded with lower insurance costs can encourage economic growth that is desperately
and those with bad losses ought to be penalized with needed to pull their economies out of deep recessions
higher premiums. and put their citizens to work.

Deductibles should be the next innovation. It is quite Sound risk management programs will reduce the
clear from the experience in the United States that a needless waste of resources in avoidable losses. Private
company that pays its losses out of its own pocket in the health and pension programs are more economical

has mnot

would benefit

Latin American
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first instance is more serious about controlling losses ways to provide needed benefits.

letters

Higher costs
in the long run

To the editor: If | may, I'd like to add
my two cents' worth to the proposals
aired by you a couple of months ago: to
treat workers compensation as an em-
ployee benefit for financing and adminis-
tration (BI, Aug. 2).

This requires some second thoughts.
Ten years ago, or more, | used to throw
this concept out in a number of talks. |
cleverly developed the premise that med-
ical reimbursement and salary contin-
uance were essentially a first-party prob-
lem, rather than adversary. Yet we all
maintain two pockets to pay for these, one
marked "occupational” and one marked
"non-occupational.”

The trouble is, you have to take $1.50
out of the occupational pocket to pay for
$1 in benefits. You get the same result out
of the other pocket for $1.04 or so. And
part of that 50 cents loading on the occu-
pational is spent on arguing with yourself
as to which pocket it should come out of.

It then seemed elementary: Why not
pay it all out of the $1.04 pocket and save
millions? You had to admit that it wasn't
quite that simple-that one obligation was
contractual or paternalistic, the other de-

fined by statute. But surely, a resourceful
risk manager could overcome these minor
problems.

But as | moved toward my goal, | woke
up to something | should have learned
from an earlier experience.

Twenty years ago, | spent a lot of en-
ergy trying to find a market that would
treat aircraft as merely another United
Airlines property-with all property cov-
ered on an all-risk basis. This was in-
tended to get for us a better aircraft insur-
ance rate.

| finally sold the concept. We moved on
the cleanest, simplest property policy you
ever saw. But, finally, | saw the light: Im-
mediately, I'd save some money, but in
the long haul, I'd infect all my other prop-
erty with the perils, the uncertainty, the
volatility of aircraft. That would cost, not

The same applies to the compensation
benefits consolidation. For most com-
panies, group insurance (not pensions) is
an expense item several times the cost of
workers compensation. You could
undoubtedly save some loading on the
compensation but you'd soon infect your
total group insurance with many of the
ailments of compensation. Benefits would
tend to rise to the maximums of compen-
sation, but participation would disappear.
The adversary atmosphere would become
more pervasive.

So, | put it away as another apparently
good idea for which | couldn't find appro-
priate answers. Perhaps the present advo-

cates have.
Waller B. Smith
Alexandria, Va.

Bell Helmet

‘condemned' to pay

To the editor: In regard to your article,
"Bell Helmet to appeal $3 million award"
(BI, Oct. 25), what if the unfortunate Ms.
Cornier had been without a helmet, re-
sulting in her death from this casualty?
Who would the jury then have found li-
able?

Because she was wearing Bell's helmet
in the accident, Bell and its insurer are
now condemned to pay $3 million to her
for saving her life. The world's turned
upside down, indeed.

Richard Smith

Canal Barge Co. Inc.
New Orleans

Business Insurance welcomes letters from its
readers. Please keep your comments as brief
as possibte. We reserve the right to edit let-
ters for darity or space. Send your com-
ments to Letters to the Editor, Business In-
surance, 740 N. Rush St., Chicago, IU. 60611.
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J&Hthinksthe way to

get the best internationa
INsurance service

Istoget the best broker
In each country.

Whatdoyouthink™

If you think that local experience isvital to risk
management programs in féreign countries, we couldn't
agree more.

That's the concept that built the J&H international
network, the most experienced in the world.

Starting in the 1890's, we enlisted the outstanding
insurance broker in each country as our exclusive working
partner. Where this wasn't possible, we opened our own
J&H offices.

In Europe, our correspondents are now linked in a
unique working relationship we call UNISON, a network
within our network. Besides offering an unsurpassed grasp
of local requirements, UNISON adds new dimensions to our
ability to coordinate programs internationally.

[bday, the J&H international network is a global
organization of 13,000 people dedicated to serving clients
with a single standard of excellence.

This is why we're the primary international broker for
33 of the top 100 US. multinationals and why 24 more have

us on their team.

We'd like to talk with you about this.

JohnsonGHIiggins

Weansweronly to you.

RISK AND INSURANCE MANAGEMENT SERVICES; EMPLOYEE BENEFIT AND ACTUARIAL CONSULIING THROUGHOUT THE WORLD.



You've listened to the best in the business.

AMERICAN RE-INSURANCE COMPANY

One Liberty Plaza, 91 Liberty Street, New York, N.Y. 10006 (212) 766-6700
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ATLANTA BOSTON CHICAGO COLUMBUS DALLAS HARTFORD LOSANGELES NEWYORK BRANCH OFFICE
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atin America’ s insurance troubles

By LAUREL WENTZ

ourists heading for Latin America harbor images of sun
sand of Cancun in Mexico, carnivals in Brazil, the pleas-
climate in Venezuela, glaciers and penguins on the tip of
thern Argentina, the lake region of southern Chile and the
a ruins of Machu Picchu in Peru.

'he insurance professional heading for Latin America
uld be prepared for the less-attractive scenes in the busi-
s world beset by recessions, astronomical foreign debt,
iaway inflation and monetary

,aluations that send local cur-

icy plummeting overnight.

Cconomic problems in Latin

nerica wreak havoc with

turance programs al-

idy limited by national-

ic laws that hamper

iltinational insur-

ce programs.

2rime-for per-

Mexico
Page 14
Peru
Page 65
le
Pa 62

sonal or political gain-threatens personal property and
safety in Peru.

The practice of risk and employee benefit management is
restrained by restrictive regulations on property and casualty
insurance and by government intervention into employee
benefits.

The corporate executive ready to confront these risks and
restraints in Latin America must first cope with the region's
insurance markets and customs.

In this international spotlight report, correspondents on the

scene in Mexico, Brazil,
Venezuela, Argentina,
Chile and Peru report on
the insurance markets and

customs in their countries.

Security consultants in
the United States and Lon-
don also shared their as-
sessment of the risks in
these countries in separate
stories.

The most recent and star-

tling problems created by economic crises in Latin America
are evident in Mexico, which was shaken not by earthquake
tremors but by general exchange controls and the nationaliza-
tion of all private banks in September.

Insured values and premiums routinely quoted in dollars in
Mexico were outlawed overnight. Insurance policies once
written and paid for in dollars were converted to devalued
pesos, drastically reducing policy limits and raising still un-
answered questions on claim payments now that the dollar as
has been outlawed as legal currency.

Mexico is also in danger of defaulting on payments to for-
eign reinsurers due to the strict foreign exchange controls.
The government gives itself priority to use scarce dollars to
Day its own debts and little foreign currency is left for other
payments like reinsurance.

"l don't think Mexico has the money to pay anyone," says a
Brazilian-based insurance executive recently in Mexico. "For-
eign reinsurers paid in dollars ann't going to get their premi-
ums, and if they don't get their premiums, they're not going to
pay their losses."

Mexico has insured the earthquake-prone region of Aca-

Continued on nezt page

Venezue
Page 57

Brazil
Page 28

rgentina
Page 39
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Our Latin American report Latin America's insurance trends

Laurel Wentz, special correspondent in Lat-n America, coor-
dinated this locally reported section on insurance trends and
markets in six Latin American natims for th-s special interna-
tional section in Bistness Insurance

Ms Wentz, employed by Crain Communications Inc, piblish-

ers of Bss:neEs Inwrance, reported on insur-
Ali ance customs and tne market in her hone turf

Con:inued fTom pevious page mated at $1 4 billion Total premi- pany, except in Brazil where a |

puleo and the valley of Mexico, in- ums are less than $1 billion in Ar- ulation requiring the use of an
cluding the capital Mexico C.t>, for gentina ($700 million), Peru (S300 surance intermediary has inspl
$20 billion, most of which is rein- million | and Chile ($220 million)
sured -hrough London, estimates a

some companies to form capt
Strictly regu.ated insurance rates brokerages
and forms are the norm in Latin

fore_gn reinsurer in Me cleo Limited risk retention may

Inflation raging as h_gh as 100% America, with all insurers charging one reason why corporate loss p
annually in Brazil and 12% the same price for the same poncy, vention and control isn't ofi

Brazil and also guided the reporting con- minthly in Argentina create addi- leaving little room for negotiation highlighted by companies in La

ducted by correspcndents in five other coun-

1= — Ttrie=
_ The other foreign-based reporters prcviding
articles for this special report were Letitia
1-1- Baldwin in Mexic) City, Randy Drapeau in
...r Fl Buenos Aires, Argentina, Doreen Hemlock in
Caracas, Venezuela, Juan O'Brien in Santiago,

Ms. Wentz Chile and Caitlin Randall in Lima, Peru.

The reporters all interviewed corporate ex-
ecutives handling insurance matters, ins irance regulators, un-
derwriters and brokers in their coi.ntries to compile their re-
ports

BN - 11—

2....4..
usirie=de
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A NEWV

Welcome International
AG E Technology Underwnters
As picneers -n space and quate
telecommunicaions insurance.
we are recognized internationally for our innovation in
developing insurance solutions to unique space risks.
We combine experienced striff in the insurance,
engineering and legal disciplines to produce raiioncl
space and insure[nce risk managemenr programs We
cinalyze connnunication network nsk accumulation space
systems designs and equipment reliability to ensure our
understanding of the technology We assess contract -
language and commercial relationships to ensure did
our comprehension of risk management needs in 57°
each project We rely on our Judgment developed intmationa 1629 K Street, N W
through many years of working with space techno- technoloffy Washington, D C 20006
logy nsks to provide balancec Insurance Solutlons UnderWriterS (202) 296 4105 Telex 908157

For fuither information contact James W Bcmett or John B Higgmbotham

Insurance leaders in a new age.

tional problems As cne Argentine Only in Chile do insurers openly America
broker asks, "How do yOU cover slash rates to win business In Ar- Nationalistic laws that foi
yourself when the insurance sums gentina, the newly appointed in- companies to buy insurance fri
you had yesterday are out-of-date surance superintendent, Seliciano local insurers also prevail Spec
today" Alchourron, iS expected to clamp permission to use foreign mark

Insl-rance markets in Lat n down on insurers who have used when domestic markets can't pi
America are small by US and E k outdated rates and liberally classi- vide the product can be obtained
ropean standards Or.ly in Mexiec fled property to hold rates down
and Brazil, where there are some

some countries Only in Chile a
Self-insurance is almost un- foreign insurers subject to the sar
compulsory lines of insurance, dc known in Latin America, where by treatment as local companies Ve
premiums exceed $3 oillion an- either regulaticn or custom deduct- ezuela and Peru limit foreign ow
nually, estimated at 525 billion n ibles are seldom allowed or used ership of insurers to 20% and Me
Brazil and $2 4 billion in Mexico The word captive would most often ico excludes foreign insurers

In Venezuela, prem.ums are esli- denote a kidnap victim, not a com- Governments own large intern
in the insurance business in Lat
America In Brazil and Argentin
the state has a monopoly on rell
surance business

Lr.

Of the six countries analyze,
only the Venezuelan governmei
isn't interested in owning insurers

In Mexico, where the goverr
ment has had an interest in mo:
insurers, the government no,
owns three maor insurers, ac
quired when the private banks th:
owned them were nationalizec
Some fear Mexico may nationaliz
the entire insurance industry

Bank affiliation with insurers 1
common in Latin America In Bra
zil, bank-affiliated Insurers contro
70% of the premiums The banks fi
nance premiums for policyholden
of affiliated insurers at absurdlj
—~3m low rates, peddle new policie:

through branch networks and ever

force loan seekers to buy insurance
from their affiliates

==

Venezuela bans direct bank own-
ership of insurance companies, but
the law IS circumvented by form-
ing separate companies with the
same stockholders

Banks in Peru often own shares
in insurers, preeluding insurers
from demanding needed security
measures at banks

Insurance products well-known
2 in the United States are Just begin-
a1 7 ning to emerge in Latin America
where 345 million people are un-
derinsured by U S standards
118 -6 Liability insurance products are

unusual in countries where con-

lii- --4.]h *-

sumer rights are not highly re-
garded and lawsuits are unusual
because the courts are mistrusted
But, in Peru, increasing political
violence under the fragile 2-year-
old civilian government of Fer-
nando Belaunde Terry has created
demand for the new terrorism in-
Group life and health coverages
are Just beginning to supplement
inadequate state social security
benefits in Latin America Social

security-provided health facilities
are often overcrowded and 1nade-

Pension plans have yet to be de-
veloped for the most part in coun-
tries with predominantly youthful
populations and small government
pensions are provided under social
security programs

Private pension plans are grow-
ing in popularity, especially in Bra-
zil and Mexico

Chile is experimenting with a ra-
dically different health and pen-
sion benefits system totally fin-
anced by workers and run by pri-
vate industry After more than one
year under the new plan, Chileans
have invested about $500 million in
12 pension fund administration
companies

Workers compensation benefits
generally are provided under the
social security systems, except in
Argentina where employers are
subject to workers compensation
laws but also can be sued by injured
workers
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The MetRe Facultetive underwriting tearn cated people, the strength and stability so
represents a tremendous pool ofexperience in essential in this rapidly expanding area of
boch casualty and property reinsurance. And insurance.
standing behind them is a vast store of A going concern with a fecord of achieve-
ment, MetRe Facultative sands ready to f

insurance industry know-how.

These underwriters were carefully ihosen provide you with the kind *f service and skill o
because of their expertise and proven ability to that has already accounted for substantial and
make sound judgments and quick decisions. solid growth in the reinsurance field.

In support ofthis staff is an uhusually com-
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1 .t it

0 7 49«479-9

* 541

M1T"™" 1111

299 == 4, __ __

+ §i—

A :1)’373E1 il « (71-r 779

r- 1- VA T

41 — — —1 e —_"rr 61 - 771 779

The MetRe Facultative tdam: (1-r) Herbert John, Asst. V R, Chicago; Catherine Conigliaro, Asst. Sec., Property;
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MeXIico: Economic woes complicating markel

By LETITIA BALDWIN

MEXICO CITY-The drastic de-
valuation of the peso and the re-
sulting general exchange controls
imposed by the government earlier
this year threaten to throw the
Mexican insurance business into
chaos.

Insurance pol-
icies once writ-
ten and Tur-
chased in U.S.
dollars were
converted into

pesos and may not provide the cov-
erage needed by businesses that
must import raw materials to nan-
ufacture their products.

Insurers in Mexico fear that the
government's foreign exchange
controls that prevent them from

paying foreign reinsurers will cost
them their desperately needed for-
eign reinsurance, especially earth-
c.Lake reinsurance.

There is also fear that Mexico
might nationalize the insurance
comlianies follcwing the national-
izaticn of the banks, which owned
three major insurers.

The National Banking & Insur-
ance Commission, which regulates
the insurance industry, and the
Mexican Assn. of Insurance Institu-
ticns are working on a new set of
regulations and guidelines for :he
insurance industry in accordance
with rhe exchange controls.

Since the dollar is no longer legal
tender in Mexico, insurance poli-
c.es written in dollars have auto-
matically been converted into pes03
a: the current rate of exchange,

fixed indefinitely at 70 pesos to $1.
This has created a prcblem for
businesses that must Import raw
ma:erials to manufaitire their
products and had purchased insur-
ance written in dollars. If :he dollar
policy limits were not increased be-
fore the devaluation:, the con-
ver.ed policies do nc-t provide the
coverage originally purhased.
However, dollar polic ies adjusted
at the time of the devatuaticn,
when the peso fell to a low of 120 to
the dollar, are now overvalued at
the 2urrent fixed rate 01 70 pesos.
Underinsured companies are in-
creasing their limits, but brokers
say their clients are no: increasing
thenn enough.
Even with adequate insurance
limits, subsidiaries of U.S. com-
pan:es that must buy :heir raw ma-

terials or components from U.S.
companies could face problems
after a loss.

"In case of a big less, they will
have to buy everything in dollars to
replace what was destroyed and
there is no way to do this now,"”
says Ricardo Rojas, risk manager at
Union Carbide de Mexico.

Ne cne knows whether foreign
currency will be available if the
government gives companies per-
mission to buy it.

And, if a company is able to pur-
chase foreign currency, perhaps at
the Freferential rate of 50 pesos to
the dollar, there could be additional
importing problems. The duration
of import permits has been reduced
to three months, so a company's
import permit could run out before
it can buy foreign currency.

OaR STRENGTH IS YOmMm m

REINSURANCE

Treaty Reinsurance
Life Reassurance

International Reinsurance

Facultative Reinsurance
Excess & Specia{ Risks

Special Concept Programs

Some of the big automobile ma
ufacturers in Mexico import up
75% of the needed parts.

Other problems can arise wi
policies that were originally wri
ten in dollars and have been col
verted into pesos. What would hal
pen if a shipment of merchandi:
en route from Mexico and insure
in pesos is destroyed in France
How will the French company co
lect the pesos?

The general exchange contrc
now in effect also prevents Mex
can insurers from paying prem:
ums to foreign reinsurers. The in
surers, and all companies with for
eign debts, must apply to th
Central Bank to purchase foreigi
currency. The actual mechanisn
for obtaining the currency has no
been announced and reinsurers an
as uncertain as anyone else tha
foreign currency will even b,
available.

Payments to foreign reinsurer:
are fourth on the government's lis'
of priorities for foreign exchange.

Continued on page 18

Mexican crisis

several years
in the making

MEXICO CITY-The severe eco-
nomic crisis in Mexico that resulted
in general exchange controls and
the nationalization of Mexican
banks on Sept. 1 has been brewing
for the past few years.

The Mexican government, under
President Jose Lopez Portillo, bor-
rowed heavily from abroad to fi-
nance huge expansion projects, like
extending the Mexico City subway
and starting construction of four
new major ports.

The government thought it could
eventually pay back its debts with
the revenues generated from oil
production.

But, world oil prices dropped
suddenly in 1981, and Mexico was
forced to reduce its exports. The
gross national product's growth
rate fell from more than 8% in the
first half of 1981 to about 5% for the
rest of the year. The foreign debt,

both public and private, climbed to
$78 billion.

The situation became worse in
February when the Bank of Mex-
ico withdrew its support from the
peso, causing it to fall from 27 pesos
to the dollar to 49 pesos by the be-
ginning of August.

The same month, the peso was
again devalued when it plummeted
to as low as 120 pesos to the Ameri-
can dollar.

The two devaluations caused
Mexicans to panic and begin with-
drawing their money from banks
and buying dollars no matter what
the exchange rate was.

The banks were shut for two
days during the first week of Sep-
tember after they had been nation-
alized. The president blamed the fi-
nancial crisis on the bankers and
accused them of encouraging the
huge flight of capital out of the
country-$38 billion over the past
three years.

The Mexican government also
has had to postpone for 90 days
overdue capital payments of about
$10 billion on its foreign debt.

The International Monetary
Fund just recently, however,
agreed to lend Mexico $3.84 billion
over the next three years under
very strict conditions, such as cut-
ting its government budget and re-
ducing its borrowing. Mexico,
therefore, hopes it can afford to pay
the interest on its $60 billion in for-
eignmn debts . -
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Of all the changes we're making, this is the smallest.

Don't get us wrong. 06're proud of having

updated our trademark of the Continental Soldier.

But irs really a small change compared to all
our other improvements.

Like the ongoing restructuring of Continental
Insurance to best serve our many markets.

Intensifying marketing efforts to identify profit-
able sales opportunities and then capitalize on
them with a new group of specialized products.

Providing timely information and faster policy
delivery by placing minicomputers and more
than 2,000 computer terminals in our branches
and in agents' offices.

Adding Loyalty Life, William Penn Life and a
new operating division to help us rapidly expand
our life and health business.

Innovating with products like Business Owners
Xtra and an updated version of our classic

Personal Comprehensive Protection policy.

And positioning ourselves through all these
changes to take full advantage of uptums in
the economy that aid the hard-hit insurance
industry.

Of course, if you consider our new trademark
to be a symbol of all these improvements, then
ifs no longer a small change.

Ifs a very big change indeed.

41» Continental
* Insurance.

80 Maiden Lane, New York, N.Y 10038 (Not all products mentioned are currently available in all states)






AFIA and its member companies
are ready to serve you with

Global Insurance-if you're ready
for Global Insurance.

ihere has been considerable discussion in the

market concerning global programs, bordering
on the controversial. At AFIA, we view such
innovations as being positive and constructive
because if they are in the best interests of risk
management, we want to be in the forefront."”
Paul F. Butler, President and Chief Executive
Officer, AFIA.

"We are enthusiastic about the combined
capabilities of AFIA and The Home. Together
they can meet the global insurance and risk man-
agement needs of our producers and their clients.’
Peter C. R. Huang, Chairman of the Board and
President, The Home Insurance Company.

"If global programs are the best answer to your
insurance needs, we know how to provide them."
Myron Du Bain, Chairman of the Board and
President, Fireman's Fund Insurance Company.

"At The Hartford, we want to protect your
world; global programs fit right into our plans."
DeRoy C. Thomas, Chairman of the Board and
President, Hartford Fire Insurance Company.

"Global programs may not be for everyone,
but if they fit into your risk management
program, we want to be involved."

David J. Prentiss, Chief Executive Officer,
Aetna Insurance Company.

Customer service is vital to us, our agents,

and our insureds. With global programs we can

nembercompanies takeontheworld.

confidently tell our insureds: St. Paul Fire and
Marine serves you worldwide'."

Robert J. Haugh, President, St. Paul Fire and
Marine Insurance Company.

Global insurance-one uniform policy cover-
ing you abroad and at home-backed by the
unmatched international capabilities of AFIA
worldwide combined with the strength of its
member companies in the United States-Aetna
Fire, Fireman's Fund, Hartford Fire, The Home
and St. Paul Fire and Marine.

For risk managers of multinational companies,
global insurance, if it's right for your company,
can help you accomplish two of your most basic
goals-greater control of your insurance at a
lower cost.

The question is: is global insurance right for
your company ?

The answer is: maybe yes, maybe no.

No two multinational companies have the
same worldwide insurance needs. And the global
concept is a whole new world.

We think it's a world well worth exploring-
with AFIA.

Because, after all, when you have AFIA
managing your program abroad and its member
companies working for-you here, you have the
best of both worlds.

We invite you to call Bill Crowley, Vice Pres-
ident, AFIA, personally, at 212-964-4990.

AFIA

VWORLDWIDE INSURANCE

Helping business
grow overseas since 19IS.

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

Mexican crisis worries foreign insuren

Continued from page 14
Richard Horsey, general man-
ager of Mercantile & General's

been exhausted.

In 1979, the most recent year for
which figures are available, Mexi-

surers are, so far, being very i
tient.

William Roberts of Lefomex

Aseguradora Hidalgo 8,678,767 Mexican offices, is especially con- can reinsurance capacity was ex- reinsurance brokerage that rep
Seguros Monterrey Serfin 4,634,114 cerned about the renewal of ex- hausted in all lines. Of 4.97 billion sents Royal Re (United Kingdoi
Seguros Bancomer 4,279,895 cess-of-loss reinsurance treaties, for pesos of fire insurance premiums Netherlands Re, Winterthur (Sw
Seguros La Comercial 4,049,491 which a minimum and deposit pre- collected, for example, 1.86 billion zerland)_and Unio_n Re (Switz(
Grupo Nacional Provincial 3,698,318 mium must be paid by Jan. 1. pesos were paid to Mexican rein- Iz.an.d). pelieves M.eXICO would ber
Seguros America Banamex 3.054.607 "If the foreign exchange is not surers and 1.46 billion pesos were fit 'f_ it a“owef’ '”Sur_ance col
. ’ ’ available by Jan. 1, | don't know reinsured abroad. Of 578 million panies to remit premiums to fc
Segures La Republica 1,045,963 where the Mexican (insurance) pesos of liability insurance premi- eign reinsurers.
Seguros Del Atlantico 918,948 companies will get their cover," ums, only 119 million were rein- Although there is a huge outflc
Seguros Tepeyac 670,505 Mr. Horsey said. sured in Mexico and 233 million of premiums in Mexico, he believ
Seguros La Azteca 524,944 Mexico's insurers and two rein- were reinsured abroad. there is an equally large inflow
Independencia 520,270 surers do not have the capacity to Mr. Horsey of Mercantile & Gen- commissions and claims paid by tl
Interamericana 492,707 provide the reinsurance the nation eral, who has been in close contact reinsurers. "l think the overall fi
Aseguradora Cuauhtemoc 482,999 needs. They cannot even under- with the Natio_na_l Banjking & In- ure is in favor of Mexico. By pe
Genral De Seguros 479,283 write all the reinsurance they are surance Commission since the ex- mitting these transactions, the 90'
Pan-American De Mexico 473.840 entitled to under Mexican law, change controls were imposed, be- ernment would actually be brinl

*Current official exchange rate is 70 pesos= $1

Source: National Banking & Insurance Commission, Mexico

which requires that Mexican insur-
ers place 50% of their reinsurance
with local companies unless they
can prove that the cafacity has

lieves a mechanism for paying re-
insurance premiums should be an-
nounced before Dec. 1.

One broker said London rein-

ing in money," he says.

The devaluations create anoth,
serious problem for insurers i
Mexico, who by law must retain

premium reserve of 45% of th
gross premium for one year. Th

premium reserve established earl
in 1982 now is worth less than ha

of what it was when it was created

Some fear the insurance busines

If you're tempted to place a check

mark beside true, you should
know about Aneco Risk

Currently, we're managing
companies with assets that total
more than $35 million-including
the Bermuda subsidiary of a major

All this demands a lot of specialized
know-how. Specialized... but not
sec-et. We'll be happy to share it
with you.

in Mexico could be nationalized.
Already the government has pi

interest in all insurance companie

in one form or another except fo

three companies: Seguros Tepeyac
Interamericana and Pan-Americal

Management Company, Ltd.

We're different. We manage U.S. property/casualty company.

captives the same way our parent
company-a Bermuda-based,
publicly-owned reinsurer-is
managed. Professionally.
Conservatively. Comprehensively.
And we're completely inde-
pendent, with no restrictive ties

to any broker or carrier.
Consequently, when our clients
have special needs, we're able to
look to many sources to fulfill
them-and to keep looking until
we find the best possible solution.

For more information, just clip the
coupon below, fill it out and mail it
to us. Or give us a call at

(215) 569-1800.

We provide our clients with the
most sophisticated administrative,

accounting and reinsurance
services available and maintain

De Mexico. And, three of the larg
est insurance companies in th,
country-Seguros America Bana
mex, Seguros Bancomer and Se
guros Monterrey Serfin-ar€

entirely owned by the nationalized
banks.

professional relationships with top
quality auditors and law firms. For

those captives whose results
must be consolidated with a

The director of the Central Bank,
Carlos Tello, originally said the
shares of the companies previously
held by the banks would be sold
through the stock market and the

revenues paid as compensation to
the bankers.

49"190

We respond. Promptly.

publicly-held parent, we're the
only captive manager with the in-
house capability to prepare
financial statements on a timely
basis in the form required by the
Securities and Exchange
Commission.

However, the book value of most
of these stocks is two or three times
more than the current prices.
Therefore, the government would
have to sell them at a huge dis-
count, which it is unlikely to do.
Also, many of these companies are
not listed on the stock market.

Another theory is that the shares
could be paid as equity to foreign
banks demanding payments from
Mexico on its foreign debt. But the
insurers would wind up with a ma-
jority of foreign shareholders,
which is against the Mexican law
that permits only 49% foreign own-
ership.

Nationalizing the insurance in-
dustry might simplify the adminis-
tration of overseas payments, but

most people believe the govern-
ment would not dare make another

Companies that manage
captives are all alike.

TRUE FALSE

dramatic move. Jose Corbar
Rubias, director of the Mexican
Assn. of Insurance Institutions, and
Mr. Horsey of Merchantile & Gen-
eral both predict that the insurance
industry will not be nationalized.
Short of nationalizing the insur-
ance business, the Mexican govern-
ment might create a state body to

Aneco control reinsurance, like the Insti-
"IDQhC_)IOdM;ar:_et ls;re?;1o3 Name tuto de Resseguros do Brasil in Bra-
Hladelphia, a. . . .
zil, some insurance industry execu-
I'd like a prompt response. Please send me Tite tives here fear. Under such a body,
more information on captive management. I'm the reinsurance system may be-
also interested in the areas checked below: Company come more ordered, but competi-
tion would be eliminated.
E] Insurance Profit E] Excess & Surplus Lines Address :
Contor Most insurance people agree that
U Reinsurance E] Specialty Life City State - Zip the government had no alternative

Insurance Products to implementing the exchange con-

trols, and they are now looking to-
ward the future.

O Captive Formation Telephone

Mike Turner, general manager of
Sertanza, bonding and insurance
agents, believes the exchange con-
trols will have to become more

flexible since Mexico needs to im-

Aneco Risk Management Company, Ltd.

port foreign technology and spe-
Hamilton, Bermuda

cialists to help with its develop-
ment.

U.S. Subsidiary Offices: New York « Boston « Philadelphia Everyone also is anxious to see

who will be in the new administra-
tion when Miguel de la Madrid
takes over as president on Dec. 1. .



The AIG Life Companies
Means Smooth Samng For You.

The AIG Life Companies
offer flexible insurance
plans and responsive
N service to helpp your
direct mail programs run
smoothly. Financial in-
stitutions, associations,
credit card rnarketers,
= credit unions, insurgnce
< brokers, business and
professional groups, and other
membership organizations will

find our insurance programs easy
A+E to administer.

E AnNnd your clients or group mem-
bers will appreciate the valuable
insurance protection you can
conveniently offer them through the mail.
* 462# Our Hospital Income Plan can provide
your members with tax-free benefits of up to
$ 100 a day in times of accident or illness. Our Acddent Annuity provides benefidaries
with $500 or $1,000 per month for li/e, tax-free under current tax rules! And our Term
Life Plan, with Acddental Death & Dismemberment option, provides beneficiaries with
an immediate cash benefit ofup to $100,000.

These plans are available in most states at attractive group rates. They are underwrit-
ten by the American International Life Assurance Company of New York and AIG Life
Insurance Company, member companies ofAmerican International Group, Inc. The
American International Group is one ofthe largest

international insurance groups in the world, with The AIG Life Companies
. ) . . ] . . Department B
offices in over 130 countries andjurisdictions. Mass Marketing/Association v 1
For more information about The AIG Life Com- P-O. Box 667 p
Wilmington, Delaware 19899
panies' Mass Marketing and Association Pro- Please RUSH me more information about
grams, please mail us the coupon. Do it today, The AIG Life Companies' Mass Marketing &

Association insurance programs.
while it's still handy.

The AIG Life Companies do business through American International Life As-
surance Company of New York in NY State. Title

The AIG Life Companies ..

MEMBER COMPANIES OF AMERICAN INTERNATIONAL GROUP

Narne

City State Zip

We Usten. We Respond. ™~ B.
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Broke Mexico still requires insurance

. . . By LETITIA BALDWIN
Mexico's direct insurance market

MEXICO CITY-The large gov-

ernment projects that led to the
country's current economic crisis

(at midyear 1982, in thousands of pesos™)

Line W.itten premiums Pereent of market also created new demands for in-
surance in Mexico.

Auto 11,752,665 329, Th.e expansion projects-like ex-

Life 9,693,578 >7 .ten'\c/illng. theCl\./Itetro (sjub:v?ty system

: in Mexico City and starting con-
Fire 5,456,937 15 e Y Hng !
Marine cargo 5,264,108 15 struction of four nev.v major ports-

. . created demand for insurance and

Accident & sickness 834,377 2 i i R

General liability 574,633 > 'rel'nsurar.'lce ina country that still

Farming 33,012 0.09 isn't very insurance-conscious.

All other 2.454,140 - Risk management in Mexico is
practiced mostly by the large mul-
tinationals. Insurance is not com-

Total 36,063,450

pulsory in Mexico except for travel
accident insurance for people trav-
eling by public transit (not taxi)

and auto liability in some northern
states.

*Current official exchange rate is 70 pesos =$1
Source: National Banking & Insurance Commission, Mexico

Even though most of the con-
struction has ground to a halt. work

on the expansion of the Metro has
ceased and
LA

countless -
rojects have ,

een canceled at

Pemex, the gov-
ermnment-owned ' - 1

oil company, at p>=,
least one rein- C 1

surance broker
is optimistic
about the future.
Reinsurance Mr. Roberts

broker Lefomex

was kept busy arranging reinsur-
ance for the steel and cement in-
dustries, hotels and shopping malls
that also were part of the govern-

ment's expansion projects.
Lefomex's William Roberts re-

OUR INTERNATIONAL RETIREMENT
PLANS ARE GENERATING INTEREST.

_
l,;

—T1C

'New mo;14 Wdited
m 1991»*6964 ]

the Travelers Corporatiotiof Bermuda /2 i

éT&%LF}?Q s out as khe Iegder in fuggmg interr@gqgm ngtirement Rlans.

ird country nafionals an rnon- oyees, retifemen

Peveloped

prans invested in fixed income receive competitive minimum interest guarantees. 1.
, New money on 1981 deposits was 15.43%. A separate equity acdount is also available.

- . We're generating interest notonly because ofourrateofretumbut

because of the or*anization and sdivices behind it. For instance, The Travelers i
Comoration of Bermuda 6ffersyou both'Deposit Administration and Money , "

Accumulation products.Investments can be made in bothfixed int4mdand .-
separate equity accounts. Our full administration facilities meetthd needs of ' -

international retirement plans at prices you'll find attractive. In addition, the

*

1 Government of Bermuda offersyou maximum taxadvantazesthrough fvorable f

weatment on fund accumulatioq and behefit payments.

If you're interested in how, The Trav**orpoiatidnof Beimuda ca
e d#ecti ? Iﬁ j rTginternaplonal 1

i help develop andmaintain a cost- ve funlling prograjn for you

, retirement plan, 611 your intemationalbenefit consultit, or Mir GeorgeE Carrick, ,

SecondVice-Prsident, International Depariinent. - * -

Y -
-~ — Then®*velerC

AA MIA insurer

The Travelers Insurance Companies, One Tower Square, Hartford, CT 06115

mains confident about future inst
ance needs. He says the last 1
years have created a permane
need for insurance.

There is far more building th
there was five years ago, he sar
"There is room for penetrati,
here more than in other countri,
In the United States and Britai
everyone has insurance; it's just
matter of where they place it."

He continues: "1983 will be
year to raise the level of insuran,
consciousness and to persuac
Mexicans to take out more sophist
cated types such as profit or cons,
quential loss insurance.” 1

The Mexican insurance market 1
highly regulated and domesti,
leaving the insurance buyer fe,
options.

Since 1935, Mexico has prohi
bited foreign insurance compan
representation. Mexico's 56 insur
ers, by law, underwrite all cover
ages for Mexican risks includin
imports and exports when th,
goods are in transit at the risk o
Mexican interests. An admitted in
surance company can obtain per,
mission to place the insurance witl
a foreign insurance company onlf
if it is not obtainable in the domes

tic market.

Mexico's six largest insurers (se€
chart, page 18) control 75% of thE
insurance market, which in 1981
included 53 billion pesos of direct
insurance premiums. Using the
year-end 1981 exchange rate of 27
pesos to the U.S. dollar, it was
nearly a $2 billion insurance mar-
ket and almost 50% larger than in
1980.

In the first half of 1982, 36 billion
pesos in premium have been writ-

ten.

The big insurance companies op-
erate in all branches of insurance:
fire, public liability, transportation,
automobile and life insurance (see
chart). Some are limited to life and
accident and sickness insurance.
Bonds can only be issued in Mexico
by bonding companies.

Tariffs, or rates, are set for all in-
surance by the Mexican Assn. of
Insurance Institutions (AMIS),
which claims the membership of
nearly all insurance companies and
brokers, and are approved by the
National Banking and Insurance
Commission, which is a branch of
the Treasury and Public Credit
Secretariat.

Any company seeking a special
rate must first obtain approval
from AMIS. General and profes-
sional liability rates are not specifi-
cally provided for in the tariff but
all insurers charge the same rates.

The property insurance rates are
based on location, occupation and
construction. Certain risks can be
rated under "specific rates," which
give reductions from the tariff, in
addition to those for superior con-

struction and other fire protection
discounts.

Total discounts cannot exceed
80% of tariff rates, but there is no
absolute minimum premium. The
maximum fire protection discounts
are: extinguishers, 5%; alarm sys-
tems, 10%; hydrants, 35%; sprin-
klers, 70%; superior construction,
60%.

Policies are usually written for
one-year periods expiring at year
end. Discounts are not allowed for
long-term policies, except boiler in-
surance, which is normally issued
for three years. Short-term policies
are permitted, but are not popular
because of surcharges. Unilateral
cancellation by the insured is not
allowed, and pro rata return of the
premium is granted only if the in-
surer cancels.

By law, premiums must be paid
within 30 days or the policy is auto-
matically canceled. Most premiums
are taxed at a rate of 7%.

Continued on page 22



WE'RE ADDING NEW OPTIONS
TO FLEXIBLE FINANCING TO MEET YOUR
CASH FLOW NEEDS FOR THE FUTURE.

These days, maintaining a healthy cash flow is an increasingly important concern.
So Blue Cross and Blue Shield Plans are now offering flexible arrangements to better
satisfy your risk management or cash flow objectives.

Today youroptions range from fully insured financing, which manycompanies still
prefer, to minimum premium agreements, and administrative services contracts. So when
you're looking for flexibility in financing, we can work out the options.

But flexible financing is only one dimension of our new approach to meeting
your specific needs-The Blue Cross and Blue Shield Metamatrix System. With increased
benefit flexibility, effective cost containment, paperless claims processing and uniquely
trained professional representatives,the Metamatrix System represents the latest innovation
in health care protection from the largest, most experienced source.

For more information on America's leader in health care coverage, contact your
local Blue Cross and Blue Shield Plan.

AMERICAS#1 GET WELL CARD.

Blue Cross®
1\ Blue SHeld®
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Mexico tightly regulates most coveragef

Continued from page 20

Premium financing has become
popular since the permitted time
for payment is so rigid. Financing
is most frequently conducted
through banks and consis-s of
monthly payments from the policy-
holder's account at a cost of 3% of
the annual premium.

Insurance buyers generally use
an intermediary when buying in-
surance. Although in the past there
was only a fine line between agents
and brokers, buyers will soon know

exactly what title and func:ion
their intermedi:ry has.
Agents, gen-
erally assumed
to represent only
a single insurer,
had in the past
worked collec-
tively. Their col-
lective wor
made them looc <«
more like brc-
kers, who work Ct
with many in- Mr. Retteg

New legislation this year prohib-
its agents from acting collectively
anymore. By the end oY this year,
brokers and agents will have to
choose their niche.

The most impor.ant brokers in
Mexico are Brockman y Schuh
(representatives of Johnson & Hig-
gins), Bourcheir, Marquard, Zepeda
& Asociados (Marsh & MelLennan)
and Aserores Kennedy :Alexander
& Alexander).

Brokers say they compete mainly

through service since the tariff sys-
tem is so unflexible "For fire in-

surance, the
prices you get
from one com-
pany are exactly
the same at an-
other company,
said Ricardo
Retteg, opera-
tions director at
Brockman y
Schuh, Mexico's
largest insurance Mr. Brockman

broker.

Joaquin Brockman, finan
director of the company, agre
"The coverages are not that fle
ble, so that the client's needs cam
be precisely met. You cannot wc
with deductibles. The deductil
table does not operate for the ber
fit of the client. It's cheaper to b
full coverage than to buy a dedu,
ible and get a rebate."

"The only way to reduce the c
ent's costs is to obtain the ma)
mum tariff discounts, which a
based on the presence of fire pr
tection equipment, type of COt
struction, location of the risk, etc.
said Chris Baudoin, unit manag,
at Aserores Kennedy.

Other brokers complain the ta
iff does not take technologic,
advances into consideration. On
broker cited production of a styrc

foam container. Although th
flammable sub-

stance once used
in the manufac-
turing was

changed to a
non-flammable

one, the rate re-
mains the same.

However, a
broker can ob-
tain a specific
quote when
someone from
the CNBS and AMIS makes a spe-
cial inspection with the insurancf
company's engineers in an attempt
to reduce the rate.

Risk managers are usually found
only at the very large Mexican
companies or the multinationals
operating in Mexico like Ford
Motor Co., E.l. du Pont de Nemours
& Co., International Business Ma-
chines Corp., International Tele-
phone & Telegraph Corp., Xerox
Corp. The concept of a risk man-
ager, though, is slowly gaining
ground in smaller companies.

Mr. Baudoin

At locally domiciled com-
panies, it is usually the controller or
accountant, guided by the com-
pany's general manager, who is re-
sponsible for purchasing prop-
erty/casualty insurance.

"The main problem with risk
management in Mexico is that peo-
ple think it only means insurance,"
said Ricardo Rojas, risk manager at
Union Carbide Corp. Mr. Rojas was
the first to introduce the concept to
Mexico in 1975 after studying loss
prevention and property conserva-
tion at the Factory Mutual System
in Providence,

R.I.

The program
was launched in
1978, and Mr.

Rojas said it was

Union Carbide's

first worldwide

attempt to form

a comprehensive

and complete -
risk manage- Mr. Rojas
ment program.

Union Carbide has a large fleet
of cars. "Instead of purchasing in-
surance, we made a complete anal-
ysis and determined the possible
losses. We calculated how much the
company needs to protect the cars.
We decided we could absorb the
risk ourselves. This way, we save
money," Mr. Rojas said.

"Some small Mexican com-

panies practice a type of self-insur-

ance," said Mr. Retteg of Brockman
y Schuh.

"In order to self-insure con-
sciously, the company must make
calculations to determine the possi-
ble loss and compare the figures
with its financial situation,”" he
said. "But they do not always make

Continued on page 24
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"Something tells me we're overlooking
a quality source for those tough specialty problems<’

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

HARTFORD,

S P E C IALS A, 71*U,MmwzpS

Performance is our specialty.

Hartford Specialty Company. An affiliate of the Hartford Insurance Group, Hartford, Conn. 06115. Products and services:
underwriting and risk financing programs. Claim, loss control and captive services. Global marketing and worldwide coverages.
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.gntand AND Ocean Tarine

FACILITIES AVAILABLE
TO AGENTS & BROKERS OF MEMBER COMPANIES

MUTUAL MARINE OFFICE, INC.

100 PARK AVENUE, NEW YORK, N.Y. 10017 - 212-953-0580

General Managers
NEW YORK MARINE AND GENERAL INSURANCE COMPANY

Marine Managers

ARKWRIGHT-BOSTON INSURANCE COMPANY LUMBER MUTUAL INSURANCE COMPANY

MUTUAL FIRE, MARINE & INLAND INS. COMPANY

PENNSYLVANIA NATIONAL MUTUAL CASUALTY
INS. CO.

ARKWRIGHT-BOSTON MANUFACTURERS MUTUAL
INS. COMPANY

EMCASCO INSURANCE COMPANY

EMPLOYERS MUTUAL CASUALTY COMPANY

GRAPHIC ARTS MUTUAL INSURANCE COMPANY

UNION MUTUAL INS. CO. OF PROVIDENCE
UTICA MUTUAL INSURANCE COMPANY

Very few policies
written in MexXxico

contain deductibles

Continued from page 22

all the necessary calculations. They
think the chances are so remote of
a big disaster, but there are often
surprises."

Kenneth Price, a consultant with
Barta y Associados, says Mexican
companies do not self-insure be-
cause they lack the capital struc-
ture of U.S. companies.

Another reason companies in
Mexico do not self-insure, accord-
ing to Mr. Price, is that most insur-
ance policies in Mexico do not con-
tain deductibles

ARIG<Ilhenatumllink with
iINnternationalminsumnce

rrresas

ARIG isexpandingitsservicesin
co-operation with other notable names in tomorrowk needs.
the industry.Weare now writingall classes

the highest standards, suited to today's and

When ARIG was launched two years

of non-life business-Treatyand Facultative- ago with an authorised capital of US $3

including Oil, Petrochemicals and Aviation. billion it constituted a significant develop-
Drawing on the expertise of some of ment in the reinsurance world.

the best grqgllﬂed underwrlter%m the 4 ARIG s%rowth marks itscommitment

insurance reinsurance world the Arab W0r|d and the world's
is in a position to offer a service of re'”surance markets

Alia Commercial Centre, London Contact Office:
Diplormatic A rea, * 4th Floor, Plantation House (Sec-D),
RO. Box 26992, Manama, Bahrain. 2 O 6 31-35 Fenchurch St., London EC3M 3DX.
Tel:231110.Telex: 9395 BN. 9396 BN. Tel: 01-626 4155/8.Telex: 893281 ARIG G.
(v-r-)42/UR#iU,1*11
ARABINSURANCEGROUP(B.S.C.)

"Public liability policies rare
have deductibles,” Mr. Price e
plained.

"Fire insurance doesn't har
any. There are small ones fc
earthquakes, windstorms and aut,
mobile insurance but as a rule, d,
ductibles are not given."

There is, however, an increasin
awareness among medium-size
companies of the need to emplo
one person to handle all insuranc
Inatters.

Fire and allied perils is the prolf
erty insurance most frequentl
purchased in Mexico. The standan
fire insurance covers the perils o
fire or lightning.

Extended coverageinclude
losses from windstorms, hail, air
craft, vehicles and smoke. It als,
covers explosions except for dam
age to a pressure vessel when th
vessel explodes.

Strikes, riots, civil commotion
vandalism, sprinkler leakage,
earthquake and volcanic eruption
may be covered by individual en-
dot*ment.

All policies <« ..
have a 100% co-
insurance clause
except for earth-
guake coverage, r¢ - ' » t
to 75%.

Buildings, ma- A'«
chinery and A ZZ7-
equipment arei = -

usually insured Mr. Price

at actual cash

value. A separate sum must be sti-
pulated for each of these categories.
Blanket insurance is available for
buildings and contents at one loca-
tion. It is not allowed to cover two

or more locations.

All large multinational com-
panies in Mexico purchase compre-
hensive general liability coverage,
but this is not always true of me-
dium-sized and small Mexican
companies,

" Mexicans are not so conscious of
being able to sue when something
has been done to them as individu-

als," said Mr. Brockman.

Mr. Price at Barta y Associados
says that product liability insur-
ance is being purchased more and
more, but errors and omissions and
directors and officers liability in-
surance is not yet available in Mex-
ico.

Joint Mexican ventures of
American or British interests pur-
chase an average general liability
limit of $500,000, Mr. Price esti-
rmates.

For both property and liability
insurance, these companies pay on
the average of 1% or less of their
annual sales, he says.

Even Pemex, the government oil
company, has been reluctant to buy

insurance.

It had no insurance to cover the
losses associated with the 1980 Ixtoc
fire that burned for three months
in the Gulf of Mexico. Pemex is
now being sued in the United

States for damage to the shores of
South Padre Island off the coast of

Texas.

Pemex has, however, started to
buy insurance to protect its marine
and drilling projects against blow-
outs.

All property and liability insur-
ance purchased by government-
owned companies is handled by
one of the two government insur-
ance companies, Aseguradora Mex-
icana and Aseguradora Hidalgo. -
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"WHEN ITCOMES TOBEING

ALEADER INCOMPUTER SYSTEMS,
THERE'S NOPLACELIKEHOME'

Gordon Smith began his career designing systems /br
IBM's Data Processing Division. He then joined and
later became a partner at McKinsey & Co. where he was a
consultant to jinancial and industrial organizations on
computer activities. From there, Gordon went to Teachers
Insumnce and Annuity Association where he became
Executive Vice President in charge Of managing their com-
puter jiinctions. And in May '79, he joined The Home as
Senior Vice President, Management In)brmation Services.

"l joinedThe Home Insurance Company
because | became convinced that it was going to be
a leader in the industry.

The computer system used byThe Home is one
of the largest and most sophisticated systems in use
today. It inclildes a distributed processing network,
with more than 50 computers connecting100 cities.
This network, with one computer video display ter-
minal for every 6 employees, provides immediate
access to some of the most extensive computer data
bases in the insurance industry.

Here are three examples of The Home's leader-

e e —"O . R 11 =" —" A -5 — 1 _—

producers and policyholders. To my knowledge,
none of our competitors has available on-line sys-
tems that match these.

First, immediately after the end of each month,
profit and loss statements for all of our more than
Z000 producers are available on these terminals.
These statements are available in summary form,
as well as by individual product lines for each pro-
ducer, and they include comparisons to previous
results. This means that producers obtain up-to-
date results frommThe Home sooner than from -
other companies.

Second, all of our Field Offices can retrieve a
visual display of the complete claim record for all
claim transactions for The Home for the past 71/2
years. These displays are available instantaneously
from a computer data base that includes all transac-
tions as of the close of business the previous day.
Not only does the use of this file eliminate a lot of
paperwork, but it can be used to provide fast, accu-
rate responses to questions about claims from our
producers and policyholders.

u
AL A S ——— - —— e — B> iWwc— -

-our field personnel can obtain, within seconds,
computer-generated price quotes for commercial
package policies. This system is the most compre-
hensive on-line quoting system for package policies.
With this system, The Home is able to give price
quotes and requotes to our producers immediately
upon request.

Other systems now in use provide on-line
policy status retrieval and automatic rating and writ-
ing of policies. All of these result in a saving of
time and improved service for our producers and
policyholders.

With over $4.5 billion in assets, we've got
excellent financial resources and strength. We've

become a leader in automation, and we're moving
fast to do more."”

THE HOME
INSURANCE
COMPANY
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Mexican employers add to government benefits

By LETITIA S. BALCWIN

MEXICO CITY-Mexico': sicial
security system, establisne i in .942,
provides free medical services and
other benefits to all emplr,yed peo-
pie except for --he armed jones and
public employees whe have the:r

i own programs.

Private employers, however. are
adding benef t plans to st ?Element
the government program.

The government taps both :nd.-
viduals and employers to fund irs

social security program, which pro-
vides workers with medical, dis-
ability, pension, survivors' pension
and burial benefits. It also includes

all workers compensation benefits.

The amount deducted for social
security from an employee's pay-
check is based on salary, but aver-
ages 3.5%. The employer generally
pays 10% or 11% of its annual reve-
nues to social security, depending
on the type of activities and the
risk involved.

The unemployed are not covered

©1981, Lumbermer.: Mutual Casualty Company.

by the system, primarily becaise of
the enormous potential ccst. says
Carlos Sauri Campos, direc-or of
actuarial services at broker Frock-
man y Schuh. In addition, there is a
possibility that Mexicans would use
social security benefits as an excuse
not to work, he added.

"In Mexico, because of our cul-
tural and religious backgroLnd, a
person who is not working is not
badly regarded. People are not
pressured by the family or gcvern-
ment to work, which is why there

could be abuse of such a system,"
Mr. Campos said.

Complaints about medical ser-
vice under the system, however,
have caused many large and me-
dium-sized Mexican 2ompanies to
offer employee benefits in addition
to social security, such as long-term
disability, group life and health
coverages and pension Flans.

Big companies like Ford Motor
Co., International Telephone &
Telegraph Corp., International
Business Machines Corp. and

Xerox Corp. are known to ha

especially good benefits. Mediu,
sized companies are providi

more and more benefits to attr:
better-qualified employees. At t
same time, Mexican workers a
becoming more shrewd and sele
tive about the benefits that prc
pective employers offer.

The best employee benefits a
often offered by state-owned con
panies, depending on the power ,
each company's labor syndicat
Such strength has created son
very generous benefits.

For instance, at the governmet
oil company, Pemex, a person ca
retire after 25 years of service wit
100% of salary.

Private employers, however, ar
offering more benefit plans.

Among the benefits offere
under private plans, life insuranc
is the most prevalent, according t
a 1981 survey of 200 companies b:
broker Brockman y Schuh. Ninety
nine percent of the companies of
fered life insurance in 1981, com
pared with 97% in 1979 when a sim
ilar survey was conducted.

Group life plans usually offei
basic coverage ranging from 12 tc
24 months' salary with the possibil
ity of increasing the protection on a
contributory basis. The govern-
ment authorizes the general rate

that is subject to dividends, which
reduces the cost from 25% to 30%.

Medical benefits were the second
most-popular benefit, offered by
76% of the companies in 1981, com-
pared with 69% in 1979. Health in-
surance is usually provided to man-
agement employees in addition to
the medical service provided by the
social security program. The aver-
age coverage limit in 1982 was
250,000 pesos.

Savings funds were the third
most-popular benefit, offered by
72% of the companies in 1981, com-
pared with 38% in 1979.

Accidental death and dismem-
berment insurance, which is
usually included as an additional
coverage clause within a group life
policy, was offered by 38% of the
companies in 1981, compared with
32% in 1979.

Private pension plans are becom-
ing increasingly popular in Mexico
since company contributions to a
pension fund are tax-deductible
and the earnings of the fund are
tax-free.

In 1981, 52% of the companies
had a retirement plan, compared
with 48% in 1979.

Long-term disability insurance is
also growing because social security
benefits have proven to be insuffi-
cient for younger employees that
have not had a chance to build up
credit within the program,

At large manufacturing com-
panies, the personnel manager is
responsible for purchasing, funding
and administering employee bene-
fits. Either a broker or an agent as-
sists the company in offering an
employee benefits plan. If it is pure
insurance, the broker or agent re-
celves a commission.

Many pension plans in Mexico
are not insured, but funded. In this
case, the broker or agent receives a
pre-arranged fee.

The leading underwriters of em-
ployee benefits in Mexico are: Ase-
guradora Hidalgo, Grupo National
Provincial, Seguros Bancomer, Se-
guros America Banamex, Seguros
Monterrey Serfin and Seguros La
Comercial. All are domestic com-
panies, in compliance with the law
prohibiting foreign insurers.

One of the two government in-
surance companies, Aseguradora
Hidalgo is in charge of writing all
employee benefits for employees of
state-owned companies.

Life, accident and health premi-
ums are taxed at 3%, except for

group life, which is taxed at 1.5%. i



Price and coverage are usually the consideration when
buying a Kidnap/Ransom policy. However, in the event of an

extortion or kidnap, service pbecomes the most important
factor.

If your policy forces you to rely upon your local law
enforcement. agency, you should consider this carefully: law
enforcement is often unable to adequately respond to all the
sensitive complications of Kidnap/Extortion. Call them and
ask about the services they render; you may discover they
can only explain the options open to you. At no time will they
advise you on what course of action to take.

Extortionists and kidnapperaare basically mentally
unstable. An inexperienced response to such mentalities can
lead to complications that create a life-threatening situation.

FACTS

According to the FBI statistics, in-1981 there were over
200 domestic kidnappings. This record may be incomplete
because all kidnapping acts are not a violation of Federal law.

There were in excess of 4,700 extortion attempts in the U.S.
and, over 235 violations of the Hobbs Act.

SERVICE IS PRIMARY

When that critical phone call comes, it must be handled
by experts who have experience in dealing with extortionists
and kidnappers. Most underwriters of K/R policies do not
have the resources to supply you with this specialized
domestic assistance. This renders their "broad coverage
policy" inadequate when you need this specialized service.

Question your insurer and broker now, as to the qualifications
of their negotiaters and ask for details regarding their
domestic response capabilities. The answer you get may be
very enlightening.

PIA does not deal directly with insureds. For further information,
please have your broker contact Albert Van Wagenen, V.P., at PIA
for our complete kit with detailed information regarding
Kidnap/Ransom/Extortion insurance.

THE PIA ADVVANTAGE

PIA Kidnap/Ransom/Extortion Insurance offers the
services of the Paul Chamberlain Agency for domestic
assistance and Lawnwest Ltd. for international assistance.
The Paul Chamberlain Agency, composed of highly com-
mended former FBI agents now specializing in the sensitive
needs of industry, will arrive promptly and conduct the
negotiations that bring a victim safely home (or neutralize
a terrorist's intent). You, your family, youremployees,
colleagues and their families can be spared the anguish and
possible severe mental and physical damage that could
otherwise result. And similar response will come from our
international team, Lawnwest Ltd.

There simply is no indemnification high enough to
cover such losses. Price and broad coverage are of no
consequence without a specialized negotiating.service. Only
PIA Kidnap/Ransom/Extortion insurance can adequately

protect you from the rapidly rising wave of Kidnap/Extortion
incidents.

Regardless of whether you consider price, coverage
or service as the single most important factor in determining
where you purchase your Kidnap/Ransom/Extortion
coverage, PIA is ranked Number 1 in a// categories bythose
who understand the various values of a Kidnap/Ransom/
Extortion policy.

Re-read your policy. Then call your agent or broker
and have him contact PIA.

The Brokers Broker.

Professional Indemnity Agency, Inc.
409 Manville Road

P.O. Box 130

Pleasantville, N.Y. 10570

(914) 747-1818

Telex: 646929
TWX: 7105722197
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Brazil's direct insurance premiums in 1981

(in cruzeiros™)

Class Premiums
Fire 54,115,374,772
Group life 34,192,506,358
Motor 29,445,158,779
Transport 18,255,304,304

Personal accident 14,384,664,816
Home 13,257,117,972
Personal injury (auto) 13,113,668,912
Marine hull 6,650,413,243
3,891,999,967
3,431,666,528
1,105,897,275
1,010,050,187
25,947,336,902

Loss of profits
Aviation
Third-party liability
Medical refund

All other

Total premiums 218,801,160,015

* 125 cruzeiros = $1 on average exchange for 12 months ending June 30,1981.

Source: Instituto de Resseguros do Brasil

Percent of market

24.7%
15.6
13.5
8.3
6.6
6.1
6.0
3.0
1.8
1.6
0.5
0.5

11.9

Banks increasing domination
over nation's insurance industr

By LAUREL WENTZ

SAO PAULO, Brazil-Insurance
buyers in Brazil increasingly. may
turn to banks when shopping for
coverage.

Powerful banking groups al-
ready control 70% of Brazil's $2.25
billion in annual insurance premi-
ums through affiliated insurers by
offering attractive premium fi-
nancing terms and, in some cases,
requiring their borrowers to buy
insurance coverage from their af-

filiates.

Now, the revision of independent

i. insurers' premium payment sched-

ZURICHVISION:

VVhat
It takes
tobe

worldclass

special risk.

What in the world does your special risk business need?
For an international carrier to cover special risk foreign expo-
sures, choose the one that's truly world class-Zurich-
American.

At Zurich-American, we think exceptional international
coverage takes flexibility, creativity and imagination-a
special blend of qualities we call Zurichvision.

It starts with the Zurich Group's international network of
resources-20,000 employees in 550 offices spanning 28
countries, in addition to our 33 offices across the United
States. With these capabilities, we can service almost any
international account-including the foreign exposures
of U.S. businesses and the U.S. subsidiaries of foreign
accounts.

Zurichvision means tapping this network and marshalling
just the right resources for you and your risk's particular
needs. Because the aspect of Zurichvision you'll appreciate
most is individualized service and attention.

It includes our approach to

special risk coverage, which C-) A ... i =

productr.ae=-\wnary.ang £X . -

ers' compensation, general liability, commercial auto, prop-
erty, other property-casualty coverages, even boiler and

machinery.

With Zurichvision comes ingenuity in account management.
We use the account team concept, a progressive approach

in bringing our team of professionals together with the pro-
ducerand the client for direct communication and streamlined

service.

Zurichvision means keeping our sights set on every detail,
from immediate claim response to specialized loss control
facilities, computer claims analysis, continued involvement

after the account is written, and more.

Our long history of large lines underwriting, our far-reaching
international network, our full-service capabilities-together,
they make Zurich-American world class for international spe-

cial risk underwriting.

Sothe nexttimeyou've got a special risk with foreign expo-
sures, give Zurich-American a call. And start looking at your
international special risk business with Zurichvision.

ZURICH-AMERICAN INSURANCE COMPANIES

Zurich-American Insurance Companies
Zurich Insurance Company
e Schaumburg, lllinois 60196

ules may make the bank's fina
ing terms even more attractive
buyers.

Premium payments to insur,
formerly were made in four
stallments at 30-day intervals
2.2% per month interest, a ridic
louily low rate in a nation wh,
inflation has hovered around 101
annually for years.

But, since October, payme
must be made in seven monthly i
stallments with interest rates
about 7% per month, calculated 1
the increase in indexed gover
ment treasury notes.

Banks linked to insurance cor
panies, however, sometimes i
nance premiums in as many as
monthly payments and charge i
interest at all. Bank premiumi
nancing is handled in a parall

transaction to the insurance pu
chase.

"Multinationals will be forced L
look for companies linked to
bank," says the financial managf

of a very large U.S. company wit
an office in Sao

Paulo.

"With money

osting]160% a 1
( Zi;\
ral t. ]
dgt n

nancing," says

the manager

who uses a half dozen insurancH
companies, most of them Ameri
can.

Insurance buyers in Brazil alsc
find they must, by governmeni
regulation,'use an insurance broket
as an intermediary and must insure
their Brazilian risks with insurers

in Brazil under uniform rating
schedules.

Even without the financing
edge, banks have offered affiliated
insurers their vast branch net-
works for marketing and the envi-
able position that insurance premi-
ums can be paid only in banks.
And, banks sometimes have linked
approval of a loan to the purchase
of insurance from an affiliate.

"It's complete blackmail," con-
tends Fermino Whitaker Jr., head
of Sao Paulo Companhia Nacional
de Seguros and bitter opponent of
bank involvement in insurance in-
dustry.

Mr. Whitaker estimates that
fully one-half of Brazil's 91 insur-
ance companies are linked to some
24 banking groups.

With the banks' increasing in-
volvement, the market share held
by foreign insurers, which repre-
sent half of the 38 independent in-
surers, has dwindled to 17% of the
market. Another half-dozen insur-
ers are owned by state govern-
ments and one is owned by the fed-
eral government, which is trying to
sell it.

"When banks ask the company
they are giving a loan to for their
insurance, that's reciprocity," con-
tends Luiz Campos Salles, presi-
dent of Itau Seguradora, Brazil's
largest single insurer. Itau Segura-
dora is linked to Banco Itau, Bra-
zil's second-largest private bank.

Insurance company executives
admit that loan seekers are pres-
sured to buy insurance they do not
want or need, especially personal
accident insurance.

The cozy relationship between
banks and their affiliated insurers
has been upset recently. Brazil's
largest private bank, Bradesco,
rocked the local insurance industry
in October when it abruptly se-

Continued on page 30



sa.

Whatever the liability risk, Shand, Morahan will
consider insuring it. That's because our widely
encompassing Miscellaneous E&O program
serves an ever increasing range of exposures and
activities.

Consider just a few: computer consultants,
data processors, management consultants,
testing labs, printers, tax services, associations,
insurance claims adjusters, loss control services,
and any number of others.

Primary limits under this Miscellaneous
E&O coverage are $25 million with a minimum
premium of $1,500 and minimum deductible of
$1,000 for most classes.

Next time you have a client with a liability
risk that's a bit difficult to categorize, eheek it
out with the liability experts at Shand, Morahan.
Chances are it will fit right in with what we're
doing for a whole range of clients: providing the
very best, very latest professional liability
coverage at reasonable rates, whatever the risk.

Il Shand, Morahan
& Company, Inc.

One American Plaza, Evanston IL 60201
312/866-2800, Tele 72-4328

£%

1.4 f'
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Banks own most insurers

Continued from page 28

vered its operating agreement with
both the Sul America group, which
holds 15% of the nation's insurance
market, and the Atlantica Boavista
empire of insurance companies.

The bank broke with Sul
AmMmerica because Bradesco's
owner-patriarch, Amador Aguiar,
was unable to remove Sul
America's executive president,
Leonidio Ribeiro, from his job after
a bitter fight.

Although Sul America still owns
one-quarter of Bradesco and Bra-
desco owns a piece of Sul America,
the insurer has lost Bradesco's 1,400
branch offices for distribution and
financing of its policies. However,
Sul America is being wooed by
other major banks.

The bank also broke its relation-
ship with Atlantica-Boavista to
avoid being charged with unfairly
treating Sul America, but the bank
is expected to continue to operate
with Atlantica-Boavista.

The unique mandate in Brazil
that brokers must be used as inter-
mediaries between underwriters
and clients has spawned a vast
army of one-man commission-col-
lecting brokerages. It also has
caused many multinational and
large Brazilian companies to open
their own captive brokerages to re-
capture the commission.

The captive brokers, whose fi-
nancial manager or director buys
the insurance, usually hire profes-
sional brokers to manage the enter-
prise and split the commission.

Brokers' commissions range up
to 20% on fire insurance and to 30%
for personal accident insurance.
And, commissions can rise even
higher, say brokers and insurance
company executives, who charge
that brokers sometimes can get
hidden, illicit payments from in-
surers hungry for business.

"The sale of insurance is comple-
tely prostituted,” says Mr. Salles of
Itau Seguradora.

The rigid control of the Brazilian
insurance industry is wielded by
the government reinsurance mo-
nopoly, Instituto de Resseguros do
Brasil, or the Brazilian Reinsurance
Institute (commonly referred to as
the IRB), and by an arm of the Fi-
nance Ministry, the Superinten-
dencia de Seguros Privados or the
Federal Insurance Commissioner's
Office (often called Susep).

Companies are required to carry
insurance for fire, inland transport,
truckers liability and automobile
bodily injury and also workers
compensation through the federal
social security fund.

Susep and the IRB, which has
more day-to-day contact with the
market, set rates and conditions, fix
brokers' legal commissions and ap-
prove or veto new types of insur-
ance policies. The IRB allows insur-
ers to settle claims up to two times
the underwriter's net retention, but
sends an inspector is sent to handle
higher claims.

"There's nothing an insurance
company has to do that requires
any degree of intelligence or so-
phistication," says a major U.S. bro-
ker in Sao Paulo. "All the policies
are exactly the same and the rates
are the same.”

Although the IRB and Susep
have done a great deal to restore
faith in Brazilian insurance com-
panies, which used to be famous for
collecting premiums but neglecting
to pay claims, many broker and in-
surer executives complain the two
have "dictatorial powers."

The government has refused, for
example, to allow deductibles ex-
cept for auto insurance and in some
rare cases.

"You can't work with deduct-
ibles in fire and property insur-
ance," says Michael D. Ogden,

managing directog- of the brokerage
Atec-Frank B. Hall. "Most claims

are small so you're just exchanging
money with the insurance com-
panies."

The fire insurance rate is based
on industry, type of construction
and location, and ranges from 0.1%
to 5% of insured value. Discounts of
up to 70% for fire safety precau-
tions are possible, but the minimum
net premium is 0.1% of insured
value.

A European truck maker, for ex-
ample, won a premium reduction to
0.17% from 0.40% of insured value
because of a low claim record and
firefighting equipment, including
an in-house fire brigade.

Business interruption insurance,
extremely expensive in Brazil,
allows a 12.5% premium reduction
for taking a deductible (called fran-
quia) for 1% of insured value.

Continued on facing page
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Company Premiums> Assets™ Main shareholder

1. Vera Cruz 4,122.0 11,465.2 S/A Moinho Santista

2. Generali do Brasil 3,369.7 5,889.3 Transocean do Brasil

3. Interamericana 2,224.9 3,162.1 American International

4. Segurasul 1,920.4 3,105.4 The Yassuda Fire & Marine Insurance
5. Uniao Continental 1,827.4 2,622.1 La Preservatrice-Fonciere

6. Argos 1,552.3 2,096.7 The Chubb Corp.

7. Home Insurance 1,499.7 2,219.8 The Home insurance Co.

8. Adriatica 1,372.2 1,740.7 Rionione Adriatica

9. America Latina 1,327.6 3,208.0 The Tokio Marine & Fire Insurance
10. Motor Union Americ. 1,312.7 5,190.7 The Motor Union Insurance Co.
11. Phoenix Brasileira 1,064.2 1,973.2 Phoenix Assurance Co.
12. Colina 882.1 1,267.6 Insurance Co. of N.A.
13. Uoyd Industrial 844.8 928.6 Kemper Empreends. Parts.
14. Commercial Union 624.1 845.6 Commercial Union Assurance Co.
15. American Home 504.0 851.8 Commercial Union Co.

*In millions of cruzeiros; 125 cruzeiros = $1 on an average exchange rate for 12 months ending June 30, 1981.
Source: Brazilian newsfaper Gazeta Mercantil

The re"s
keeping

costsfrom

The state of

When an employee is injured, the company can feel the pain, too.
Because with the rising costs of hospital facilities, doctor bills and rehabilitation
programs, the financial agony can be severe.

What a large corporation needs today is an efficient claims adminis-
tration service that can find ways to cut costs on workers' compensation
programs. Fortunately, there's GAB: one company that skillfully pairs man
and machine to manage workers' compensation claims with little wasted
time or effort.

For starters, since GAB is an independent adjuster, we bring objectivity
to every claim. And we can handle claims fast-nationwide. Our unique, super-
visory network of 3,400 professionals in 650 nationwide offices and 24 workers
compensation centers makes it possible. With the help of our computers,
payment is made just as fast. Soyour employees don't haveto wait or worry
about their benefit checks.

We make your job less complicated through our up-to-date workers'
compensation system, with on-line computers that feed you accurate informa-
tion on a timely basis. The monthly reports alert risk managers to opportunities



Cd,npany Premiums>* Assets™ Bank ailiation
1. Itau 11,739.8 24,571.2 Itau
2. Satma 11,321.0 21,710.6 Bradesco
3. Atlantica 9,688.7 35,268.0 Bradesco
4. Bandeirante 7,874.8 8,582.7 Bradesco
5. Sul America 7,783.8 17,607.4 Bradesco
6. Bamerindus 7,414.8 19,115.1 Bamerindus
7. Intemacional 7,250.5 13,057.8 None
8. Alianca da Bahia 5,822.9 16.069.1 Economico
9. Boavista Vida 5,585.7 7.914.1 Bradesco
10. Nacional 5,498.1 11,313.7 Nacional
11. Uniao 4,681.5 5,884.1 None
12. Brasil 4,547.0 359.0 None
13. Porto Seguro 4,055.2 4,394 .4 None
14. Paulista 4,022.3 5,804.9 None
15. Unibanco 3,270.4 7,422.0 Unibanco

*In millions of cruzeiros; 125 cruzeiros = $1 on an average exchange rate for 12 months ending June 30,1981.
Source: Brazilian newspaper Gazeta Mercantil
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Rates in Brazil are high

Continued from facing page

Although Brazil's tariff market
rates are often high by U.S. or in-
ternational standards-especially
for property, health and business
interruption insurance-there is
little a multinational company can
do.

Multinational companies with
worldwide insurance policies are
hampered because all exposures in
Brazil must be written in the coun-
try. In practice, brokers and some
multinationals admit, business in-
terruption and other types of insur-
ance for risks in Brazil are often
carried under the parent com-
pany's difference-in-conditions and
umbrella policies and paid for out-
side of Brazil by the parent com-
pany.

With high rates, few deductibles
and few options, brokers say it is

workers'compensation

getting out of nanci.

the art is GAS.

for cost containment, helping to eliminate some of that pain before it happens.

And with GAB's exclusive Automated Cash Transfer system, wecan -E\\;
reduce your claim deposit fund to a minimum. In fact, with ACT, you save, :, i
up to 90% on that reserve.

We also prepare checks automatically for injured
employees. Not drafts. Plus state-required reports and

OSHA reports on an automated diary. Without hesitation.

Speed. Accuracy. Cost savings. It'sail the result ofa
claim5 management company that understands how to make
the marriage of people and computers work at peak
efficiency.

For more information, write Paul Dougherty, Senior
VR Claims Management Division, GAB, 123 William Street,
New York, NY 10038. Or call him at (212) 306-8390.

GABThe state of the an of claims management.

often cheaper for companies to
self-insure. This can be done by not
updating insured values to keep
pace with inflation and doing with-
out the most expensive coverages,
like business interruption.

Anderson Clayton, for example,
only updates insured values every
six months and, thus, absorbs part
of the risk. The company is consid-
ering updating every three months.

AN inflation guard, available
from fire insurance, updates in-
sured values daily by 1 /365th of the
rate of inflation estimated by the
policyholder at the beginning of
the policy year. An additional pre-
mium of one-half of the insured’'s
inflation estimate is levied. If, for
example, an insured guesses infla-
tion will be 120%, his premium will
be increased by 60%.

However, most companies prefer
to update every three or six
months, rather than on a daily
basis. Policies are usually renewed
in January and July.

With the current recession, Bra-
zilians are. buying less insurance.
Total premiums are expected to
drop in real terms for the fourth
straight year in 1982. Premium in-
come increased by 65% in 1979, 87%
in 1980 and 90% in 1981, which is
lower than the corresponding in-
flation rates of 77%, 110% and 95%.

The insurance industry's share of
the gross national product fell to
0.81% in 1981 from 1.18% in 1979.

"Brazilians aren't very insur-
ance-conscious,"” Mr. Ogden says.
"It's a miracle you can get them to
buy fire insurance."”

Liability insurance is not well-
developed in Brazil. Consumer
rights are given little importance
and courts are ridiculously slow.
Some 200 thalidomide victims are
still awaiting resolution of their
class-action suit filed years ago
against Brazilian drug manufactur-
ers and the government.

Typically, a company may buy
product liability coverage with a
limit of 30 miillion to 60 million cru-
zeiros ($1 million to $1.5 million) al-
though some companies carry far

more. Coverage is less expensive
than in the United States.

"It's difficult to take someone to
court (for product liability) and
make it stick,” Mr. Ogden says.

Dircetors and officers liability
insurance is not available in Brazil.

Fire, group life and auto insur-
ance account for 54.6% of the value
of all Brazilian premiums (see
chart).

Brazilian insurance companies
are free to accept risk but only the
IRB can reinsure and retrocede do-
mestic risks. The IRB places most
reinsurance with Brazilian com-
panies and the remainder, about
3.6%, is placed abroad through
London and New York offices, says
IRB President Ernesto Albrecht.

The IRB also runs the lottery
that allocates government insur-
ance business, estimated at 30% to
40% of the market. Every two
years, each state-owned company
chooses a new Brazilian insurance
company by the lottery, which ex-
cludes foreign insurers.

In Brazil, Itau Seguradora is the
largest single insurer (see chart).
The rest of the top five belong to
the Sul America and Atlantica Boa-
vista groups.

The main U.S. insurers operating
in Brazil are American Farm As-

surance Assn. and American Inter-
Nnational Underwriters. Citibank
and Chubb jointly own an insur-
ance company called Argos. The
largest foreign insurers are Vera
Cruz, formerly a captive insurer
for Argentina’'s Bung y Born
Group, and ltaly's Generali.

U.S. brokers operating in Brazil
include Marsh & McLennan Inc.,
Frank B. Hall & Co. Inc., Johnson
& Higgins and Alexander & Alex-
ander Inc. affiliate Wood MacRae..
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Group insurance not widely offered in Brazil

By LAUREL WENTZ

SAO PAULO, Brazil-The 40
million Brazilian wage earners-
one-third of the nation's population
—are far behind their North
American and European counter-
parts in employee benefits.

Pension plans, almost unknown
in Brazil until the mid-19705, are
only now beginning to spread be-
yond government-owned com-
panies and a handful of multina-
tionals.

Insured benefits, like group
health and life coverage, are not
widely offered by employers.
Health insurance is costly, policies
are restrictive and companies com-
monly prefer to augment govern-
ment-run health care programs
with private plans.

INn addition to contributions to
the government health care plan,
companies are required to provide
or fund other employee benefits,
which can account for 60% of a
company's payroll.

' State-owned companies have
had very generous pension plans
sin€e 1974-75, often with 100% of
final pay,” says Robert A. Co-
scarello, managing director of
Towers, Perrin, Forster & Crosby
Ltda., which was the only major
employee benefits consultant
working on a fee basis in Brazil
until William M. Mercer Inc. estab-
lisbed a Brazilian office last year.

"There are 120 to 130 private
plans now-of which about two-
thirds are state companies and one-
third multinationals," says Mr. Co-
scarello. "A lot of Brazilian com-

panies are studying (starting) a
pension plan."”

Employers and employees in
Brazil each contribute 3% of each
worker's salary to the INPS, a so-
cial security system :hat funds
worker retirement, disability,
workers compensation End medical
care benefits. Basically, the INPS
provides:

- Retirement benetits for old
age (at 60 years for women, 65 for
men) or longtime service (30 to 35
years of work) and widows' pen-
sions.

* Temporary and permanent
disability pay after the first 15 days
of lost time, which are paid by the
employer.

» Workers compensation bene-
fits.

- Death benefits.

 Health care through INAMPS,
the National Medical Care & Social
Welfare Institute.

"INF>S pensions are fine at the
lower salary levels-(they pay) up
to 80% or 90% of final salary," says
Mr. Coscarello of TPF&C. "But the
maximum pension is about $15,000
(per year). The issue now is
whether companies should set up
their own plans or go through in-
surance companies. They usually
go on their own."

Basically, companies may choose
between pension plans that are
open (abertas) or closed (fechadas).

An open plan is offered by an in-
surance company or incorporated
civil society, may be non-profit or
profit-making and can be open to
anyone who chooses to make the
monthly contributions and receive

JAMES IS HERE

PARTNERS WITH MORE THAN 2,000 LOCAL
GOVERNMENTS IN MANAGING INSURANCE RISKS.

For most govemmen:al bodies
risk management is a co mplex and
expensive undertaking. However,
professional management by
Fred.S.James can te an immedi-
ately productive way to improve
coverage and control costs.

To help local government
groups in this increasingly impor-
tant field, we have established the
Fred.S.James National Committee
on Public Business. These public
officials work directly with the James

account executive to solve specific
client problems while providing a
total range of services.

The James policy is to first ana-
lyze the financial impact of risk. We
then can advise you which risks to
retain, which to insure, whether com-
mercial insurance is needed at all,
and how to control costs through
accident prevention.

Let aUames representative
explain the various optiois. Then,
drawing upon our worldwide

resources, he can design the most
cost-effective insurance program
foryou. For more information,
wri:e: Communications Dept.,

FrEéd S.James & Co,, Inc., 55 Water
Street, New York, NY 10041.

James

FRED. S. JAMES & CO,, INC.

YOUR PARTNERS
IN RISK MANAGEMENT

Mernber Notional Anouotion 01 In% janee Brokers

fixed benefits. About 175 entiti,
including insurance companies, a
authorized to sell pension plans
groups or individuals.

A closed plan is a non-profit e.
tity maintained by a company f,
its employees. The company mu
make an initial donation of 7% 4
the previous year's payroll, pay,
least 30% of total plan contributior
and have the voluntary particip:
tion of at least one-half of all en
ployees with more than two year
service. These plans usually suE
plement INPS benefits for retire
ment, disability, sick pay an,
widows' pensions.

Contributions to a closed pla,
must be a function of the INPS rat
based on a complicated formula
When the government decides, as i
recently did, to change the level o
worker and employee contribu
tions to the INPS, private pensior
plans need to acquire more monel
than was anticipated. This puts thf
sponsor of a closed plan, which i:
almost impossible to discontinue, at
the mercy of the Brazilian govern-
ment, notes Alfredo Carlos Del
Bianco, technical director of Itau
Seguradora, Brazil's largest in-

Under a closed plan, the com-
pany may keep up to 30% of the
plan's total
funding in tax- E
deductible book AIlI~
reserves. | he re-—
mainder must be .—-

iNnvested outside . .. I=-51

the company,

with 10% to 40%

in government _/ 1 /

40%  in stocks 1
and debentures Mr. Salles
and up to 40% in

employee loans and/or real estate.

So far, only three major com-
panies-all multinationals-have
opted for open plans through insur-
ance companies.

Belgo-Mineira, a steelmaker, has
joined with Brazil's largest bank,
Bradesco, which formed a pension
plan company with two insurers.

In October, Dutch shipbuilder
Verolme signed with Itau Segura-
dora. Beginning in December,
Verolme will pay 70% of the 70
million cruzeiros (approximately
$620,000) per-month cost of the
plan for its 7,000 employees, says
Mr. Del Bianco of Itau Seguradora.
Employee contributions range from
0.9% to 8.4% of salary, depending on
age and earnings, he says. The plan
provides most employees with their
full salary as well as group life in-
surance equal to 13 months' pay,
disability and survivors' benefits,
Mr. Del Bianco says.

The French company Teleme-
canique also has a plan similar to
Verolme's.

Sao Paulo's state bank, Banespa,
has a closed pension plan for its
28,000 workers that costs about $5
million per year. The cost is equally
divided between workers and the
bank, which spends about 2% of
payroll on the plan.

"No one knows what the trend
will be-for companies to develop
their own plans or go through in-
surance companies-so all the big
companies are ordering studies and
comparing them," says Itau Se-
guradora President Luiz Campos
Salles. "All the multinationals have
been negotiating with Itau and
other companies for more than a
year. When they see the price, they
get alarmed.”

In a report to prospective clients,
Itau estimates the cost of an open
plan providing an income equal to
80% of current salary will cost 4% to
9% of payroll, depending on the age
and salary level of participants.

TPF&C is studying the cost of

Continued on page 34
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Benefits lagging in Brazil

Continued from page 32
closed pension funds for Ford
Motor Co. and its Philco division.

Walter Luiz Scarfone, Philco's
employee benefits manager, esti-
mates the cost of a plan at Philco
would be 4% of payroll. It would
cost even more at Ford, which has
more older workers.

Philco may establish its pension
plan next year if it gets approval
from Ford's U.S. headquarters. The
plan probably would benefit only

the top 240 of Philco's 9,160 work-
ers. Most other workers could be

eliminated from coverage if their
benefits do not exceed what the
INPS already pays to lower-paid

workers Mr Scarfone says.
Almost cne-half of Philco's

workers earn less than two "mini-
mum salaries,' he says. (One mini-
mum salary, adjusted every six
months for .nflation, equals about
$100 per month.)

The government social security

plan itself is under scrutiny be-
cause scrne fear it is headed for

trouble.

"The government allows work-

Improve control of benefits insured for employees of your company's
foreign subsidiaries with the possibility of subslaitial cost reduc-
tions. For further details send this coupon to the Insurope Secre-
tariat, Bd Bischoffsheim 45, 87,1000 Brussels Belgium.

Name & Title

Company

Address & City

Post code & Country

ers to retire after 35 years, and
(low-paid worke:s) receive 90% of
their salaries and con:inue work-
ing,"” says Eugene M. Smyth, who
set up Mercer's year-D-d pension
and benefit consulting office in Sao
Paulo.

"Most Brazilians begin work at
age 14. An increasing number of
Brazilians in their early 50s are
drawing full (INPS) pensions while
working. The wr_ting on the wall is
that the system wil. have to
change."

Companies aheady are supple-
menting health benefits under the
INAMPS because its medical ser-
vice tends to be »slow and of poor
quality. Many Dompanies have
agreements wit - "clirizas," asso-
ciations offering complete medical
assistance throu gh the: r own doc-
tors, clinics or hospitals. However,

even the quality of care at the elin-
icas is declining.

High-level executives may have
a more expensive "free choice"”
plan, allowing them to choose doc-
tors and hospitals. Maximum pay-
ments are often calculated as a
multiple of INAMPS charges, such
as the plan will pay up to eight, 10
or 12 times what a procedure would
cost if INAMPS facilities were
used.

Users of free-choice plans often
contribute 2% to 3% of salary for
their coverage. Free choice may be
funded through an insurer or paid
directly by the employer.

Sales of insured medical plans to
employers, authorized by the gov-
ernment in 1977, have lagged, and
the plans rarely include dental

Continued on page 38

FGTS (Fund for Time of Service)
8% payroll

INPS (Social security): 8% payrc

Sick pay: first 15 days of workers
comp

13th month salary

Senai (government apprentice-
ship program)

Finsocial (social investment
fund)

INCRA (rural development)

Total: 60% of payroll

Voluntary employee benefits at Philco in Brazil

Value of bonints/month

Job c.*ry

Assembl, line
workers

Office workers

Supervisors

+

et o tearrop

Subsidized

Employee bon'ms

| Sick pay totaling up to 3 months' salary

f Annual checkup; Can rent one car from com-
L pany for 10,000 per month ($47)

f Travel insurance to $4,000; One rented car and

Managers
L paid

one company cari One-half children's schooling

Travel insurance to $9,000; Two rented cars and

Directors

one company car (more luxurious model than

managers',supervisors'); Access to company
pool of chauffeurs

+

Executive director L chauffeur

+

Pres dent

| Unspecified

F 24-hour guard at home; Two company cars; Own

*220 cruzeiros equal $1

(Il cruE4/00-)

Pere.lt of lalaey

2,300 7%
2,500 2%
50,000 14%
150,000 29%
300,000 40%
450,000 45%
650,000 a45%

66Every measure must contain the unmeasurable.”

Joe Long talks about Structured Settlements.

As a musician and avid concertgoer, Joe

Long knows that the technical aspects
and the emotional aspects of a perfor-
mance are equally important. As one

of our expert negotiators, he knows
that this is also true in a Structured

Settlement.

"The wonderful thing about the
Structured Settlements concept," says
Joe, ,is that it represents benems to all
parties involved. The benefits to the in-
suror are obvious and measurable. But,
the really important benefits are those
that it provides for the injured party or
survivors. These are things you can't
add up: the ongoing income, the secu-
rity-the plan that will permit them to
recover fully over the long term."

"The real heart of the Structured Set-
tlements idea is the realization that you
can't make problems go away simply by
throwing money at them. It takes real
concern to make tHs concept work,
and I'm proud to be associated with a
company that can do it."

THE
STRUCTURED
SETTLEMENTS
COMPANY ™

5757 West Century Boulevard
Los Angeles, California 90045
East Coast Ofnce: 800-237-6361

West Coast Omce: 800-421-2022
In California: 213-642-1999
In Rorida: 813-823-2666

0/©es in: Ibs Angeles « San Francisco
St. PWersbuq « ?bronto



The Heisman Trophy, college football's
most prestigious awa rd, represents a
personal commitment to excellence. That
commitment, so much a part of the day-
to-day activities of independent insurance
agents and brokers everywhere, is the
key element in Crum and Forster's new
hour-long TV special-"The 1982
Heisman Trophy Award."

This year's winner will again be
announced live on a nationally-
televised press conference
during the program. And once
again, our commercials will
remind insurance buyers of the
many benefits of dealing with
independent agents and brokers.

Don't miss "The 1982 Heisman nNnaila
Trophy Award," Saturday, YouRdependent
December 4. Consult your local insurance AGENT
TV listing for time and station. OfESS|O* SEmvES vemmneT
# 1?21A

-' Crum and Forster

RANCE AGi

Administrative Offices: Morris Township, New Jersey 07960

C&F Underwriters Group * Crum and Forster Personal Insurance ¢ Industrial Indemnity « U.S. Insurance Group
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Managemenbnsmr@---Offshore

HOMELAND
answers a## CAPTIVE needs

As manager of a variety of captive insurers on a national and regional basis, i

Homeland provides skilled administration, policy-issuing, reinsurance, claims,

loss control and data processing facilities as needed.

HOMELANDCOMPANIES

HOMELAND INSURANCE COMPANY - HOMELAND GENERAL CORPORA.
\ HOMELAND INDUSTRIAL CORPORATION « 3
David S. Williams, President
4050 Moorpark Ave., San Jose, CA 95117 - (408) 248-6380 Telex 171575

""Soft Market

MELAND INSURANCE MANAGEMENT ICAYMAN) LTD

J ©-74
- - 1 f-=Sit. Ak St-

Group life use limited in Brazil

Continued from page 34

"There's a big need in Brazil for
medical insurance but the law is
very restrictive and costs through
an insurance company are very
high," says Mr. Coscarello.

Group life insurance is also sub-
ject to high costs and government
restrictions, which limit its use. Ex-
perience-rating agreements are re-
stricted to groups with more than
500 lives and terms are not favor-
able by U.S. standards, brokers say.

"Most companies have very mod-
est amounts of group life insurance,
about 24 to 30 months' salary to a
maximum of $50,000, which is not
appropriate for senior people," Mr.
Coscarello says.

Henry Sage of Tudor, Marsh &
McLennan, a Sao Paulo brokerage,
estimates life insurance costs com-
panies about 0.5% of base payoll
and medical care between 3.2% and

be damnmed!'”

D\VUA's

continued growth

MmMandates

bigger quarters!

November '82

is the moving date,

E & OE.

DELAVARE VALLEY

UNDERWRITING AGENCY, INC.
Wyncote, PA. 19095

125 Greenwood Avenue

Phone: (215) 572-3800

IS MOVING TO

1D

420 S. YORK ROAD

Phone: (215) 443.3500

Hatboro, PA 19040

3.8%, with a small rebate from
INAMPS.

The cost of employee bene-
fits is put at anywhere from
30% to 40% of payroll to 100%
of payroll, depending on what
is included, Mr. Coscarello
says. Managers tend to prefer
non-insured, and non-taxable,
benefits like a company car, a
country club membership or
paid domestic help.

Companies do not offer sav-
ings or thrift plans, profit
sharing or stock options,
though executives may get
bonuses and emergency loans.
The most generous employers
are government-owned com-
panies, followed by banks,

then multinationals.

-

Certain other benefits are
mandated by the government,
including an obligatory pay-
ment of an additional month's
salary as a bonus at year-end.
The Fundo de Garantia de
Tempo de Servico (FGTS or
the Time of Service Fund) also
requires all employers to de-
posit 8% of each worker's
monthly salary monthly in a
block bank account. The
FGTS is regarded as a sort of
unemployment insurance and
workers may withdraw the
money accrued if they are
fired without just cause, or to i
buy a house or start a business.

Brazilian workers get a one-
month vacation annually.

Philco's Mr. Scarfone esti-
mates mandatory contribu-
tions-8% to the FGTS, 8% to
the INPS, the mandatory year-
end bonus, sick pay and special ,
government funds for appren- 1
ticeships, rural development

and social investment-add al-
most 60% to the company's

payroll. Philco's monthly pay- ,
roll for 9,160 workers totals 1.3 1
billion cruzeiros ($6 million)
with the mandatory contribu- 1
tions, although it would reach : ,

081 21ium1ouy:f.OSI

Philco voluntarily provides
other benefits to its workers
according to their rank. Work- ' 1
ers gain additional benefits as
they ascend the corporate lad-
der (see chart, page 34).

Assembly line and office
workers, for example, are en- { i
titled to a company-paid medi-
cal plan, subsidized meals at
work and a discount on Ford
and Philco products. They pay
1.32% of salary for a group life
policy that is totally funded by
employee contributions.

Assembly line workers
earning up to two minimum f
salaries are eligible for dental
treatment at the company.

Office workers also receive
sick pay up to three months’
salary.

Supervisors get an annual
checkup and may rent a car
from the company for 10,000
cruzeiros ($47) monthly.

Managers are entitled to the j
rented car, plus a free com-
pany car, as well as company-
paid travel insurance worth up

to about $4,000 and the pay-
ment of one-half of their chil- J

dren’'s tuition.

Continuing up the ladder,
directors are eligible for $9,000
of travel insurance, two rented
cars and one company car and
have access to a pool of com-
pany chauffeurs.

At the top, the executive
director has a private chauf-
feur for his two company cars

and a 24-hour security guard
at his home.

The value of these benefits
ranges from 2% of the office
workers' wages to 45% of the
executive director's remunera-

tion, says Mr. Scarfone. -
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Argentina: Falklands war still affects the market

By RANDY DRAPEAU

BUENOS AIRES, Argentina
-Death threats during the
Falkland Islands war caused
newspaperman James Neilson
to take special action to protect
himself and his family.

The editor of an English-
language daily, The Buenos
Aires Herald, took a forced va-
cation in nearby Uruguay
when his editorials became in-
creasingly unpopular.

Several months have passed
since hostilities ended in the
South Atlantic and business in
crowded Buenos Aires carries
on as before.

Mr. Neilson is back at his ty-
pewriter and even the multin-
ationals, foreigners in this
strongly nationalistic South
American country, are back
onNn course.

In the highly regulated in-
surance industry, business is as
usual, except for the uncertain
future of reinsurance pur-
chased in the London market
by the state reinsurance mo-
nopoly, the National Reinsur-
ance Institute, also known as
INDER.

INDER retains 97% of the
reinsurance business it under-
writes for domestic and for-
eign insurers in Argentina, but
of the 3% placed abroad, most
is placed in the London mar-
ket.

Argentina's reinsurance
contracts with the London
market expired for airlines
and shipping during the Falk-
lands war but the Argentines

S were able to replace it through
broker Frank B. Hall & Co.

All other reinsurance con-

: tracts placed through London
expire Dec. 31. "We don't
know if they will be renewed,"
said an INDER spokesman.
"There are many political
problems," he said. "It all de-
pends on how the relations
go."

So far, Argentina has re-
fused Britain's demand to offi-
cially end hostilities over the
Falklands.

If London does not renew,
INDER willlook to the United
States and Western Europe for
reinsurance. "We also will try
to expand the Latin American
market,"” the INDER spokes-

man said.

Of more concern to insur-
ance executives in Argentina
than reinsurance contracts
with the London market is the

continuing tight regulation of
rates, policy forms and rein-
surance.

Insurance regulation in Ar-
gentina is a blow to free enter-
prise, many insurance execu-

tives say, and it seems to be
about as welcome as an Exocet

missile.

"They have created an Ar-
gentine insurance industry, an
Argentine reinsurance capac-
ity and at the same time, as a
matter of policy, weeded out
the foreign insurance influ-
ence," observes Henry Whit-
ney, executive director of Sud
Atlantica Insurance Co., the
27th-largest insurance com-
pany in Argentina.

"But in so doing, they have
created a series of limitations
through their laws that limit
the freedom a risk manager
has in putting together the in-
surance package head office
wants him to have."

"Our problem here is that
it's not a free market like in
the United State or in other
parts," says account executive
Juan Moore of Alexander Ayl-

ing & Barrios,
one of Argen-
tina's leading /-4* -. =
brokerages rep-

resenting eight 3.....
international in-

E4a41 Kk

surance brokers. -
"There are all - -
types of tariffs «46
and regula-
tions," he said.
Rating boards

determine basic

premiums for var.ous types of cov-

erage.

"A risk manager in the U.S. has
considerable freedom to negotiate
his rates,"” says Mr. Whitney. "Here,
theoretically, it is possible for the
insurance company to present a cli-
ent's case in hopes of a lower rate
but that doesn't happen very
often," he laments.

Ford Motor Co. in Argentina
hasn't been able to negotia:e a
lower rate, despite good safety pro-
grams.

At its biggest facility, in Pacheco,

CIESE In 8
*4 AL - jo) CItrio

0.1/h.8-8--13) miy'I TriTH-fatj 1B

about 15 miles al-J
from Bueermos 1

Aires, Ford has

Ujl|é,30 separate f' '*ALI,/Q
Bw ings reﬁﬁer 44.--
than one large 4 j* »,9
building. The

buildings also

are protected by ( 1 3
such fire protec-

tion equipment Mr. Whitney
as special foams,

extinguishers, alarms, sprinklers, a
fire engine and fire hoses.

OoOuU

Despite all these precautions,
Ford found "our premiums were
so high we asked our insurance
company to try to get us a special
premium with a high deductible,”
said Risk Manager Eugenio Myhal.
"We only want to insure against a
major calamity and not the little
things. We would like to have at
least a $50,000 deductible but until
now they (National Reinsurance
Institute) still haven't given it to
us."

Continued on net page

When you need expert assistance, help is on the way.

Reinsurance intermediaries faced with structuring complicated
programs for ceding companies, can call upon an accomplished staff
of Allstate experts.

Help can be furnished to define programs that are the most
appropriate for your client's needs.

Ask for details on the broad scope of underwriting services Allstate
Reinsurance provides to intermediaries and their ceding companies.

Al[state Reinsurance Division, 2 Allstate Commercial Plaza,
51 West Higgins Road,South Barrington, lllinois 60010;(312) 551-2500.

Allstate”

Alistate Insurance Company
Home Office: Nor'thbrook, lllinois 60062
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(BE PREPARED)

Insurance Corporation of Ireland, one of the
world's leading insurance groups, has opened an
American branch office at Chicago, lllinois.

We are read4 to provide immediate service
to qualified brokers or risks and costs for
surplus and excess lires as well as for rein- Di Ullamh.
surance questions.

able. And we have adepth of understanding

Be prepared. You don't have to be Irish.
Call us

(D I INSURANCE CORpORATION Of IREIANd

200 South Wacker Drive Chicago, lllinois 60606
(312) 559-0509

We have experience. We are knowledge-

and awareness of your underwriting needs.

Risk managers blast
Argentine regulationkE

Continued from previous pcge

Ford pays about $400,000 an-
nually to insure first-dollar assets
worth $310 million, inrluding
buildings, machinery and mer-
chandise. The fire and extended
coverage poliiy is written on a
named perils basis, which is the
rule in Argentina rather :han the
exception.

Eduardo Toribio, until recently
national insurance superint€Endent,
defends the minimum regulation.
vOne company can charge more
than another but the minimum is
there to assure that they maintain
the necessary reserves for when a

claim is filed.”

Restrictions on policy forms also

VWho cares about the health and welfare s
often million or more catfish??

create problems, says Mr. Whitn,
of Sud Atlantica. "In the States, yi
can have a policy that says 'cove
all locations in the country up
$10 million per location.'

"Here, we have to specify evei
location and describe every secti
of each location and sometimes w

have policies of up to 40 pages <
more."

There are more than 250 insui
ance companies in Argentin
today. Argentine companies con
trol about 57% of the market, cooE
eratives and mutuals control abor
27%, state companies about 14% an,
foreign companies about 2%.

It is a dramatic change from 2
years ago when foreign companie
dominated the Argentine insuranct
scene.

Today, restrictive chains art
worn by non-Argentine insuranci
companies. They may not write im
port marine business. They maj
not bid on insurance on any gov-
ernment assets. They are not al-
lowed to insure any company
working on a contract for the gov-
ernment. A foreign insurance com-
pany in Argentina is required to
cede from 30% to 60% of the busi-
ness it writes to the government
body. It is then free to retain the
remaining 40% or reinsure abroad.

Among the American insurers
active in Argentina are AFIA,
American International Group,
Continental
Corp. and Insur-
ance Co. of
North America.

Some observ-
ers are skeptical
of the financial
stability of the
primarily do-
mestic Argen-
tine insurance
market. Mr. Toribio

Mr. Whitney,
for example, contends that the NRJ
monopoly has allowed many
smaller, undercapitalized com-
panies to have the reinsurance
privileges available before only to
the large, well-established com-
panies.

"With a big brother like the Na-
tional Reinsurance Institute, any-
body could become an insurer, and
did.”

An Argentine insurance com-
pany decides what percentage of its
business it will retain and what
percentage it will reinsure. But, it
can only reinsure with NRI.

Mr. Whitney contends the large
number of insurance companies
has weakened considerably what
used to be "Latin America’'s stron-
gest insurance market."

News items published in the
major daily La Nacion have stated
that at least 24 insurance com-
panies are so far in debt to the Na-
tional Reinsurance Institute that
they should be considered insol-
vent.

Mr. Toribio has acknowledged

that there are insurance companies
in serious trouble but did not re-

lease their names.

Mr. Myhal at Ford says, "There
are 25 or 30 that are dependable
and the rest are kind of shaky."

Among the insurance brokers in
Argentina, Mr. Whitney believes
Alexander Ayling & Barrios S.A. is
the largest by representing no
fewer than eight international bro-
kers, including Alexander & Alex-
ander Services Inc., Corroon &
Black, Fred S. James & Co. and
Rollins Burdick Hunter. He places
Johnson & Higgins as the second-
largest broker in Argentina, and
Gamasi S.A., which depends on
Marsh & MclLennan Inc. for much

of its business, in third place. m
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The problem is that the way most insurance poli-
cies define things, nothing is ever really.brought
into focus.

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

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

A policy that's simpler. A policy with less
room for misinterpretation. Arkwright-Boston's
new All Risk Pblicy.

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

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

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

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

And something they'll never be able to
offer. The ability to capitalize on the wealth
of loss prevention talent that Arkwright-

Boston has built its reputation on since
day one.

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

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

To learnmore, contact your nearest
Arkwright-Boston Insurance office: Atlanta,
Boston, Chicago, Cleveland, Greenwich,
Montreal, San Francisco and Toronto.

ARKWRIGHT
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OUR BEST ADVERTISEMENTS
ARE THE PEOPLE

WE DO BUSINESS WITH

: L In fact our reputation for quality and
Over the years, we've made a number cIosetlg/-aar{ nb?o\%tpstp Irind

L from tférgedt emattrefenietor f e o s 088 SBT107G-em i e et rsul f good business

: SRTSTEN But don't just take our word for it.
E . the smallest local firms. We .thlnk.our specialization in long- Ask our clients.

No matter what their size, they all term relationships makes us a better com- And ask your agent or broker. We

have one thing in common: the’neeé/ for ~ Pany!odobusiness with. '

When our people get to know your gﬁg(;tkrgijr;?e?:rveiggegoffA?®

~ence, dependability and stability that today's aes‘%glre\;v‘r’]"gnrgobﬁg it?]e;teﬂrjgrf]f .t(I)t tr)?(?lgejggs & encourage it. C
rtitf,,.nb demanding owners and lenders insist Upon.  aAnq it makes both of us better at anticipating FIREMAN'S FUND
They've turned out to be good oroblems before they can turn into trouble. An American ExpressCompany



44 / business insurance, November 22, 1982

(5RsigRBLE[.,enort

Don't take "No" for an answer. .

Call us for Creative Solutions to your Special Risk problems.
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300 Unicorn Park Crii-e

Correspondent at 1-10\-<1's London

Officer iii Boston and 1-undon
Woburn. Massachusetts 0,801

Telex 92:712

617-938-9010

Argentines stress
property exposures

BUENOS AIRES, Argentina-
Argentine risk managers-speak the
language of risk management. but
they focus their efforts differently
from their U.S. counterparts.

Property risks are far more im-
portant to risk managers in Argen-
tina than liability risks.

At Massalin Particulares S.A., a
large cigarette producer connected
with Philip Morris Inc. in New
York, Risk Manager Daniel Grazia-
dio employs effective risk manage-
mSnt techniques to minimize insur-
ance claims as well as premiums.

"We analyze the risks, try to pre-
vent them and as a last measure we
transfer the risk to an insurance

company,” Mr. Graziadio says.

- Y\ith allthe attention

wepayourclients,

it's nowondertheypay
. less for insurance

Tn a service business like insurance,

dedication to excellence are the main-

it's not the amount oftime you
1 spend with your clients, it's how you
spend the time.

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

That's because we always make a
practice ofhiring some ofthe
brightest, most innovative people -
in the industry: And keeping
them. Attention to detail, and

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

It is said you can always tell a
broker by its client list. One look at ours
will tell you we're one of the most
diversified: testimony to our multi-
talented staff. No problem is too big or
too small forthem to handle. And
you can always rely on our experience.
We've been saving insurance dollars
sinee 1851.

So look for us ifyou're looking to

lower your premiums.We've got

offices right across Canada you
can call We're Dale & Company.

The largest, solely Canadian-
owned broker in the business.

—-CF-ft—

Dale&Company Limited

Insurance Biokers

Offices at: Gt John's-Corner Brook-Grand Falls-Halifax-Montreal-Ottawa-Toronto

Hamilton-London-Windsor-Winnipeg-Calgag-Edmonton-Vancouver
Head Office: Box 18,Toronto-Dominion Centre, Toronto, Ontario MSK 1B2.

Telephone: (416) 366-4645

The company retains most risk
up to a $500,000 limit with.the ex
ception of third-personliability o
its fleet of more than 300 compan
vehicles. That risk is transferred b
an insurance company and, as i
the custom in Argentina, its valu,
is unlimited.

"In everything else,” h,
stresses, "we like to retain a grea
deal of the risk. To me, the grea
advantage in retaining much of the
risk is that it forces you to have s
very good risk prevention policy."

A new factory will soon be added
to the company's network and "an
impressive amount of m6ney" has
been spent to reduce risks, he

notes.
One of the first modifications to
the building, which had been used

by a non-related industry, was the
addition of a thick fire wall down

the middle.

The currently insured value of
up to $30 million, for a premium of
about $70,000, will be increased to
$100 million once the factory is
operating at full capacity.

At Ford Motor Co. across town,
Risk Manager Eugenio Myhal en-
forces property protection mea-
sures (see related story).

But losses still occur. Recently, a
river near Ford's Pacheco factory
overflowed and 166 brand new
cars, parked in a separate lot, were
filled up to the roofs with water. In
all, they were worth more than $1.5
million, but the claim will not be
Nnear as much
because they are
reparable. Their 1
value was in-
sured 100°%%
under the com-
pany's vehicle
transport insur-
ance, which
covers the auto-
mobiles from the
time they leave Mr. Graziadio
the assembly
line until the new owner signs the
papers at the dealership.

Business interruption insurance
is available but Ford retains that
risk, explains Mr. Myhal. "It's just
too expensive for what good it does
us."

Risk managers in Argentina
don't have to spend much time
worrying about liability risks.

Ford Motor Co. in Argentina
buys comprehensive general liabil-
ity insurance mostly because "it's a
policy from the north (U.S.)," says
Mr. Myhal. Liability lawsuits do
not proliferate in Argentina as in
the United States, he says. "Most
Argentine companies don't think
about that kind of insurance,” he
adds.

Ford pays $25,000 for a CGL pol-
icy with a $500,000 limit. If the
claim is more than $500,000, the
company would pay the difference.
If it exceeds $1 million, the cost is
handled by a worldwide company
policy.

At Massalin Particulares S.A.,
Mr. Graziadio says there haven't
been any claims against the com-
pany's $1 million comprehensive
general liability insurance policy.

"We have only had two cases of
people saying they had suffered
certain amputations or other prob-
lems for having smoked our ciga-
rettes. The results have always
been in our favor.”

He estimates the cost of $1 mil-
lion of liability insurance runs
about 3% of net annual sales.

One veteran insurance broker
says liability suits are "just chucked
out by the courts or they make an
out-of-court settlement. It just kind
of gets swept under the rug."

-By Randy Drapeau
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reinsurance”?

Reinsurance rates keep eroding.

In the tough, competitive world of reinsurance, you
want to be very certain about your reinsurer.

North American Re has one of the strongest balance

sheets in the industry and for nearly a century, we've never
failed to honor a commitment.

As we look forward to the next hundred years, we will
continue to offer the most reliable reinsurance protection
you can find anywhere.

NOETH AMERICAN
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It doesn't pay to be uncertain about your reinsurer.

In these uncertain times,

e~ a——

7o -

NORTH AMERICAN REINSURANCE CORPOMON 100 EAST 46TH STREET NEW YORK, NEW YORK 10017 TELEPHONE 212-9074000
ATLANTA, BOSTON, CHICAGO, DALLAS, DENVER, HOUSTON, KANSAS CITY, LOS ANGELES, NEW YORK, PHIIADELPHIA, SAN FRANCISCO. SEATTLE






Insurers who promise you
the world have been known to

run intothis problem.

Handling a corporation's worldwide insurance needs takes more than a
strong desire to do so.

" It takes worldwide experience. And all the desire on earth won't give you
—EE— B s — . S _

Which explains why so many multinational corporations are coming to
: American International Underwriters.

As part of AlG, we have offices in over 130 countries and jurisdictions
around the globe. Staffed with over 1500 of our own claims people. Mostly local
people, who've spent a lifetime learning the local laws and customs.

They have the authority to write settlement checks on the spot. In local
currency. Even in locales like Alkhobar, Kyoto and Guam.

In the event of a catastrophe, we can organize large teams of claims
specialists. And fly them anywhere in the world. Faster than you can say
Nouadhibou.

Then there's our worldwide engineering staff. No language, law or foreign

standard is foreign to them. So they can go anywhere to look at your risks.

And they use their multinational expertise to evaluate not only property
risks, but casualty risks as well.

Not many insurers can say that. For more information about multinational coverage, write:
As one of the world's largest insur- | American International Underwriters
. . 1 Dept. A, 70 Pine St., New York, N.Y. 10270.
ance organizations, we offer a lot of |
other advantages, too. Name/Title

For example, we can get you the |

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

Company

So send in the coupon. City

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

Member Companies of American International Group.

The AIG Insurance Companies.

Let us take the risks.



Get hands-on solutions
to reinsurance problems.

. General Re designs tlmely and flex:ble
reinsurance programs that provide appropriate
coverages with proven long-term stability.
Our sound underwriting is based on the largest
block of reinsurance data in the United States.
For timely, in-depth response and protection
when you need it most,

Il al b hand.
“eacarenre - General
We want to be your
reinsurer. @ Re

America’s Largest Reinsurer

General Reinsurance Corporation, Greenwich, Connecticut
Atianta, Chicago, Columbus, Dallas, Des Moines, Hartford, Houston, Kansas City, Los Angeles, New York, Philadelphia, San Francisco, Seattle, Washington, D.C.,
Montreal, Toronto, and London.

©1982 GRC



WORLDWIDE INSPECTIONS

Loss prevention in remote areas
often demands Yankee ingenuity

By Stanley S. Smartt

S | JTERPED down, fram dhe, plape,

eeing jeeps full of soldiers armed with
nachine guns racing toward me. | should
iave stayed at home, | thought, as the
eeps came closer and then rushed past me,
-ontinuing down the airstrip to a military
et that had crashed just moments before.

As an Industrial Risk Insurers engineer
'rom the Atlanta office, | visited Africa
recently to inspect two sites IRl insures.
Before arriving in Africa, | spent a day at
[RI's office in Brussels, Belgium, which is
responsible for African risks, to
familiarize myself with the two locations.

Since no one from IRI had visited these
sites before, the staff in Brussels couldn't
give me much information. | had no idea
what to expect.

| certainly did not expect a welcome of
jeeps filled with armed soliders.

| spent four days in Zaire inspecting an
auto assembly plant and a week in Nigeria
at an oil terminal. The Nigerian plant was
a three-hour plane trip from Lagos, the
capital, with nothing but jungle between.

Due to the location of these facilities,
there is little or no outside assistance.
Therefore, they are literally on their own.
With this type of isolation, completing
even the most simple recommendation
may become a complex problem. For
instance, when we make
recommendations for sprinklers, we have
to teach the plant people how to install
them. They aren't going to fly in installers
to such a remote location for a small office.
And, there are no local contractors, no
local manufacturers.

Applying contemporary fire-protection
engineering ideas in a developing country
becomes an art as well as a skill. Locals try
to follow American codes as best they can
but they lack the knowledge and the
equipment. In many cases, | had to weigh
what was practical and make allowances
for the equipment they had.

Adjusting to the food was another
allowance | had to make. Since African
steers are fed differently than in the U.S.,
the beef had an altogether different taste
than it does at home. It was like eating

INTERIATIOIAL

hamburger and having it taste like
fish-not that it wa: bad, but different
from what | expected.

Agriculture is no: very modern and
insecticides are not used. Disease is
prevalent and native vegetables had to be
soaked in bleach for a half-hour before
they were fit to eat. In fact, food is shipped
in from Europe or the United States for
the hotels. This is reflected in the check. A
breass of chicken, french fries and a Coke
cost me $35. Bottled water goes for 32 a
bottle. | ate a lot of fruit. That was OK.
Even so, | lost 10 poinds in two weeks.

The climate was humid. Most of the days
hit 90 degrees with an 85% chance of rain.
I'd walk out of the hotel in the morning
and be perspiring. But, you'd never see a
drcp of sweat on the people at the plant.
They, of course, were used to it.

Communication was not too difficult in
Nigeria. Although 253 different languages
are spoken there, with as many totally
different cultures, the official language is
English, which is taught in schools and
spoken in the cities. In Zaire, once a colony
of Belgium, French is the predominant
language. There, | had to speak broken
English to be understood most of the time.

Mr. Smartt's trip to Africa is part of a
project, called IRI Cirp., that was started
in the late 19705 by ]RI. This special
international group is staffed with
multilingual nationals who know local
cus:orns, currency, policies, language and
business practices. In addition, they are
familiar with each country's fire- and
loss-prevention regulations. Their
educa:ional backgrounds in engineering
from European and Far Eastern
universities and practical experience in
related fields have been sharpened with
intensive training at IRI's home office and

in several district offices.

The European headquarters operation
was established in 1974 in Brussels. This

Photos: Stanlev Smartt

ar .

office is directly responsible for all of
continental Europe, the Middle East and
Africa. A satellite office, opened in 1980
near London, helps the Brussels office
service properties in England, Wales,
Scotland, Northern Ireland and the
Republic of Ireland. A second satellite
office opened in 1981 near Frankfort, West
Germany, works with locations there and
in Switzerland, Austria and Scandinavia.

The Sydney, Australia, branch has more
field territory and a wider distribution of
risks than any other IRI office. It
frequently takes more than 12 hours of
flying to reach the Onds of its territory.
IRI's Australian staff regularly visits New
Zealand, Indonesia, the Philippines,
Japan, Hong Kong, Korea, Singapore,
Malaysia and Thailand.

IRI's operations continue to expand in
South and Central America. These risks
are covered by field engineers working
from various offices in the United States.
The Houston and Los Angeles offices
service a number of Mexican facilities
located just south of the border.

The way IRI services overseas risks is
much the way properties are served in the
United States. Since most of the foreign
facilities are part of accounts that also
have properties in the United States, the
same account team from the United States
services all the account's properties
worldwide. The team is familiar with the
types of hazards the account faces and
with the company's approach to risk
management.

The account team has access to all
pertinent data IRI has collected on the
account. It meets periodically with the
account's representatives or the client to
discuss problems that may arise. As with
any account, the team contacts a district

loss-prevention staff that periodically
inspects the risk's various facilities. To
make this an easy task, representatives
servicing overseas accounts are located as
close as possible to the properties they

handle.

Certain accounts are harder to service
than others. Some are remote, like the
terminal Mr. Smartt visited in Nigeria.
Others are located in politically troubled
countries or in countries whose
governments restrict the movement of
foreigners. Service and inspections may
occur less frequently where these
conditions exist.

To see that protection standards are met,
the overseas loss-prevention staff must
recognize local fire codes. Although efforts
are being made to standardize these codes,
usage and interpretation may vary from
country to country. IRI representatives
often use their expertise developing
solutions that are acceptable to everyone

concerned.

Local water supplies vary as much as
local codes. A number of areas will not
allow industrial facilities to use the public
water supply for fire-protection purposes.
Water supplies are insufficient to provide
fire protection in other areas, because
water mains are outdated and there is not
sufficient water pressure. The lack of a
public water supply means that many
facilities must develop their own supplies.
IRI's on-the-spot loss-prevention staff
helps therm do that. .

Stanley S. Smant is an
engineer at the Indus-
trial Risk Insurers' At-
lanta office. Also contri-
buting to the article were
Ann Walter and R. Blinn
McClettand, an IRl up in
Hartford, Conn. I
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Risk management in the United States and France

La gestion de risques aux Etats-Unis et en France

By Jacques Lesobre

YTHE UNITED STATES and France

1 have always been separated by two
factors. One is natural: the Atlantic Ocean;
the other cultural: the language.

In spite of these barriers, on several
occasions these two nations have allied
themselves to confront serious perils.

Risk management, as practiced on both
sides of the Atlantic, also reveals
differences. a number of which will
disappear through exchanges and
encounters made in the international
world of industry and commerce.

Can it be said, therefore, that risk
management in the United States and
France is the same thing? Let's look at the
different facets of risk management in
each country.

Terminology

In the United States, risk management is
the favored term fo/"the" function. Some
experts would prefer risk control. Yet
insurers have preferred and stressed the
term risk management.

In France, the terminology reflects
recent changes taking place in this
function. Too many people use the
American terminology simply wishing to
pander to fashion or, more simply, in
order to allow a certain vagueness to exist
in the scope of their function.

It appears that after certain isolated
attempts to try to have the terms "maitrise
de risques" (risk control) or "management
de risque" (management of risk) adopted,
the terminology "gestion de risques" (risk
management) is preferred and is used. It is
this terminology that is being gradually
introduced in Canada, Belgium and
Switzerland.

Of course, the person charged with this
function is called "gestionnaire des
risques," or risk manager.

The French insurers have been in no
hurry to choose a definite terminology.

The great majority have a reserved
attitude and now tend to follow the

movement toward the term risk

management.

Risk management
The recognition and scope of the risk
management function in France have
lagged approximately 10 years behind the

United States.

In the United States, the demand for
insurance managers appeared about 1950,
followed in the 1960sbya demand for risk
managers in large industrial and
commercial firms. It is the insurance
managers, above all, who have made their
function evolve toward that of risk
managers. This trend was fostered from
the start by an insurance environment
that was barely perceptive to the need for
risk management.

In France, the demand for insurance
managers has never been very significant.
The evolution has been slower and
somewhat spasmodic.

About 1970, certain French industrial

corporations being subjected to large

A French point of view

CIn point de vue francais

increases in insurers' rates or having
suffered large fire losses, became conscious
that budget provisions for insurance and
the protection of property should be
coordinated and followed by a specialized
person. An evolution, comparable to what
had taken place in the United States, then

ensued.

The duties of certain insurance
managers, following this trend, evolved
into risk managing. This trend was
becoming more firmly rooted
toward the 1980s, at least at
larger corporations

Because risk
management

appeared earlier
in the United

States, it is more

widespread there

and, therefore, is an

intrinsic part of most

large corporations.
Not only is it

recognized in the large
and medium-size

industrial and commercial
corporations, but it is also
acknowledged in large public
entities and organizations. It is
not only taught, but actually put
into practical application
at universities.

In France, the time lag has made
a difference. Although risk
management is adopted each year by
more industrial and commercial firms,
the same cannot be said for public .
entities like state organizations, towns
and hospitals. Risk management in the
universities is either absent altogether or
in its infancy. And yet, universities should
be one of the bases for the effective and

rapid development of risk management in
France.

Although the function of risk manager
is fully acknowledged and a reality at most
U.S. corporations, that's not the case in
other countries. In spite of the rapid
growth of this function, there are still a
large number of bogus risk managers who
are insurance buyers only, too often
working in administrative, legal or
personnel departments. The title of the
executive in charge of the insurance
department and whether or not that
executive reports to the board of directors
shows what importance that position has.
In many cases, the findings prove
disappointing.

From various visits to the United States,
I have found that one of the major
concerns of risk managers was not only

communicating to upper management, but
also obtaining information-and
communicating with others. | share this
viewpoint. Certain risk managers are too
often in a situation of "nobody ever tells
me anything." In many cases, once they
are in this position, it is often too late to

intervene.
In France, there are
still too few real risk
managers. In the
majority of cases,
they are insurance
managers
purchasing
insurance, not
risk managers
protecting
employees,
property and
activities. They hardly
ever report directly to the board of
directors; they are frequently attached to
the legal, administrative, real estate or
accounting departments.

This handicap is resented more and
more by some insurance managers who
are trying to enlarge the scope of their
function. The next few years will
determine the success or failure of their
attempts to become risk managers.

The concern about the reliability or the
lack of information and communication is
not as yet felt to any great extent in
France. The reason for this, perhaps, is
that risk managers are still too prone to
admit The situation of "rien a signaler," or
nothing can be done. We should be, if
anything, at the "restant a solutionner,"”
finding-a-solution stage.

Insurers

At the start of the evolution of risk
management in the United States in the
1960s, insurers generally showed little
enthusiasm and were in no hurry to
associate themselves with this
development.

It was not really until the 1970s that risk
management was taken seriously by
insurers. Once this development was
found to be irreversible, a number of
insurers reached the conclusion that
insureds were looking for other services,
like self-insurance management,
appraisals, risk engineering. valuation of
possible losses, loss eontrol, loss prevention
and more.

From this time on, competition took
another dimension since insurers started
vying with each other offering different
services. Certain companies have not
hesitated to set up services or subsidiaries

specializing in risk management. It is no
longer a fashion, it is an ongoing trend.

In this market, where a large number o
insurers are capable of affording real
services for their insureds, there are those
insurers that are content to pursue a polic'
of cut rates or are restricted to risk
financing or only services of the
rush-priority type. At a time of
overeapacity in the reinsurance market
and high interest rates, are they so naive?

In France, the sluggish evolution still
remains at the stage of little enthusiasm
shown by the insurers.

There were a few rare rigsk management

SEVIGRS RerioNmRI Ry Rrtainyinsurers in

insurance. They have quickly died out |
through the reassumption of this risk
within the context of Social Security
benefits.

Since that time, there have not been any
examples of an insurer innovating services
to be offered to the customer over and
above the usual financing. The creation of
certain services manifested itself
collectively through professional pools or 1
associations.

As a result, these few services have been
subcontracted or even performed by
organizations that are most frequently
outside the insurance profession.

It was only after 1970 that certain
insurers began to reinforce their teams by
hiring engineers charged with estimating
the risks of underwriting. This was, and
still remains, in the field of insurable risks.

At present, there are still no French
insurers with an autonomous service or
subsidiary specializing in risk
management. There is only one large
reinsurance company that has recently
taken the initiative, and it is limited to the
field of insurable and reinsurable risks.

There is a very small number of
insurers in the process of bringing "risque

hautement protege" (highly protected risk)
services to insureds. On the other hand,

:he majority of insurers are content to
limit their actions to the usual financing,
by prudently splitting it up between
coinsurers and, for greater safety, putting
the surplus into reinsurance.

Certain insurers, and not always the
same ones, behave in a manner worthy of
gambler financiers. The only services they
offer are for RHPC "risque helas
probablement certain," or certain-loss risk.
Is it really a question of innocent
overcapacity or is it due to the
unawareness of certain insureds, since one
really must be rich to buy so cheaply?

Brokers

U.S. insurance brokers have adapted
themselves a little more rapidly to the
management of risk and have, in general,
preceded the underwriters.

For certain brokers used to dealing with
insureds that are customers of direct
insurers like Factory Mutual or Liberty
Mutual, risk management presented the
opportunity to increase their services that
are remunerated on a fee basis.

Continued on facing page



rhe movement of brokers to risk
inagement positions at industrial firms
d of risk managers to brokerages have
.o favored the evolution of expanded

okerage services

INTERNATIONAL

self-insured plans are, generally, former
insurance brokers Only one is a former

Brokers faced with underwriters that, risk manager trained in the United States

the beginning, were hardly receptive,

Inevitably, consulting services will

ive furthered the movement and caused expand and be endowed with structured

reaction in the traditional underwriting
arket

The trend IS irreversible and certain

organizations, independent of the

insurance industry

Risk management will be influenced m minor importance, it operates with the

okers define their services as those other its evolution if consulting services adopt

ian the traditional search for
nderwriters ready to finance the
}nsequence of accidental losses

In the future, the remuneration of
rokers inevitably will no longer
ssentially be based on commissions, but
n fees

This is certainly one of the reasons why

fee-based remuneration This is not always France

the case at present since certain risk
consultants prefer percentages linked to
reductions made m ensting insurance

budgets

Professional organizations

Compared to the size of the country,

ver the past few years, insurance brokers there is a small number of professional

reated or started associations with risk
nanagement consulting companies
nformation management or loss-reporting
irrms

In France, developments are slow, due

associations in the United States
However, they are important ones

* The Risk & Insurance Management
Society is by far the most important

organization It possesses financial

n part to the fact that brokers have never resources, especially with its annual

)een confronted with direct underwriters conference revenues It is essentially
represented by members in industrial and with each other No commmon action or goal transfer of risks, are offered

)f industrial risks Brokers were not
nelined to offer new or additional
,ervices, as a consequence, remuneration
in the basis of fees is not sought

At present, except for a few rare
brokers, risk management is not really
performed, and no broker has the means
of the U S counterparts Very few

specialize in services other than traditional

financing sought from insurers and
reinsurers. like control of risks and the
management of losses Those services are
remunerated on the basis of fees French
brokers are traditionally remunera:ed by
commissions

I am convinced that the same evolution

that has occurred with U S brokers will

take place very shortly in France The

commercial firms

Originally, it was a defense organization or to develop risk management methods

of insurance buyers It was called the
American Society of Insurance
Management until 1975 /.*-
- The American Risk / -
& Insurance Assn is /
oriented more toward /
colleges and
universities It is /
largely an
association of /
university
professors
teaching
insurance and risk -- A

management This

future of risk management will depend on association is nevertheless open to
similar developments in corporations or at risk managers and insurers

least with French brokers

Risk consultants
The risk management consulting
profession first came into being in the
United States about 1970, and in many
cases, on the initiative of risk managers
There are now a large number of

consultants, some of whom are

- The Public Risk & Insurance
Management Assn is an association
restricted to risk and insurance managers
of public entities, like state, city or village
organizations It is developing rapidly

In the field of risk and safety control,
the three largest associations are the
Society of Fire Protection Engineers, the

American Society of Safety Engineers,

ullanN€66 Mburance, INovenloer 624 1306 /7 11.

=rrm, TO3: =, imn=—._
t{{1-f FE1_) best in the world, only a few broach the
\-1.1(,< subject of risk management from a global
*, ' standpoint Nevertheless, one can note the
industrial and commercial firms of various effort is aimed toward the promotion of
teaching and practicing risk management
In France, the attempts are still modest

sizes

* The recently created Association des
Consells en Etudes, Gestion et Maitrise des and no publication for risk management,

Risques is a group of people from of any note, has been able to take root In
industrial firms, insurance brokers and a large measure, this is due to a

behind-the-times mentality,

diversification of associations and the lack

few risk management consultants Of

view of promoting risk management in of financial resources These financial

means are essential for a publication to
+ Association des Agrees en Prevention achieve success in this field
The reviews concerning safety that can,

in certain cases, rival those of the United

Incendie, the Approved Fire Protection
Engineers Assn, is the French section of
the American branch of the SFPE and the States timidly broach the subject of risk
management They sometimes mention
the basics, rarely the methods and never

Association Francaise des Techniciens,
Ingenieurs de Securite et Medecins du
Travall (AFTIM), are associations oriented the actual case studies The insurer

toward safety The first two specialize in publications are still, at the present, hardly

fire safety and the third in the safety of receptive to risk management
people in relation to work accidents These In spite of the present differences, it is
certain that risk management will
continue to evolve Inevitably, the

direction shown by the United States will

three associations deal little with risk

management and limit themselves to

safety
be followed elsewhere as risk management

services, rather than the pure funding and

All these associations, like those in the

United States, rarely have any contact

The euphoric period of people
“captured" by the captives will be

followed by a period, not less captivating,

has been set to promote risk management

Education but more tuned to researching and finding

The teaching of risk management in the methods of communicating, preventing,
United States has followed the lessening and reducing the hazards linked

to future technological developments
Funding will always be necessary, but it

will be determined more by the

general evolution of risk
management
Universitles

have very engineering of risks than traditional

quickly adapted
themselves,

indemnification There is still too much
property destroyed that IS difficult or
adopting risk impossible to replace by a cash payment
management, both to In addition, the knowledge of the
actually perform the evolution of risks, based on past
funmnctiorm and to experience, will no longer be sufficient,
promote it Risk since risk only exists in the future

management is Insurers should be compelled to become

vq well-integrated in higher real partners, playing a major role in the
education and at several prevention losses or damage suffered as a

universities it forms part of a result of accidental hazards, rather than

being content just to be managers and

distributors of premiums and indemnities

course of study
The special insurance

institutes or colleges have also Perhaps when that happens, we will

integrated risk management in suffer fewer catastrophies caused by

their programs This integration human error Although it may not be

has been promoted through RIMS possible to prevent such catastrophies

from occurring, one should be able to

reduce the harmful effects of such losses as

by creating the Associate in Risk
Management designation

well-equipped with technicians, engineers and the American Society for Industrial
and data processing facilities Some are not Security They are composed mostly of
tOtally Independent. because they are technicians and engineers and those
linked with insurers or financial specializing in the safety of people and
property

All these associations work separately,

organizations
The evolution of risk management has

been speeded by consultants, they have and rarely have any contact with each

not hesitated to promote certain categories, other No common action has been

like self-insurance to the detriment of

conventional insurers This was the case,

for instance, with workers compensation risk management

funds backed up by a decentralized claims In France, one might expect a small

management, but supervised in all number of professional associations On

the contrary, there are just as many as in
the United States

instances by an organization fully

equipped with data processing facilities

The consulting profession will continue - Groupement des Assures du

to progress, and notably through the Commerce et de I'industrie (GACI), the
nature of its fee-based remuneration This Assn of Insureds in Commerce &

method will attract more and more risk Industry, is an association of the main

managers who wish to control the costs of industrial and commercial firms that buy

the services offered by the suppliers insurance It is this association that has the

Except for certain rare cases, this most effect on French insurers, since

profession does not exist in France At insurance problems are Still its priority

present, there are no risk management
consulting firms that are staffed with des Risques et des Assurances des

technicians and data processing facilities Enterprises Francaises (ACADEF), the

Among those that exist, in general, not one Assn of Risk & Insurance Mangers in

is presently capable of managing French Companies, although less

self-insurance programs for a national important than the GACI, is composed

In France, risk management is not
> et taught in the universities A few
universities are beginning to introduce
the management of risk in addition to the

courses reserved under insurance
Although there are several insurance
institutes and schools risk management

formulated with a goal of promoting better does not yet appear in their curricula Of
knowledge or a more practical approach to course, there is no official designation

specifically for risk management

This year, on the urging of insurers, a
Centre d'Etudes Superieures de Gestion
des Risques (CESGER), The Center for
Higher Learning of Risk Management,

Three Mile Island, Tenerife, Amoco Cadiz,
Alexander Kielland, the MGM Grand
Hotel, Seveso, Flixborough and others
The experiences, the failures and the
successes of each one should be put to
better use An international association of
risk managers should be created, since it
alone would possess the necessary
perspective to undertake such actions
There may or may not be differences
between the United States and France
regarding the future of risk management,
but we can learn from the wish expressed
by oceanographer Jacques Cousteau on the

was created It is hoped that the end result lesson of the Amoco Cadiz

will be a better national coordination of

the various associations involved

Professional publications
In the United States, the professional
reviews like Risk Management from RIMS

and the Journal of Risk & Insurance

« Association des Charges de la Gestion Management from ARIA have started

publishing studies, reports and
experiments concerning risk management
This movement has gathered strength
over the last 10 years

Of the number of publications dealing

corporation Those capable of managing essentially of insurance buyers of the with safety, some of which are among the

"The management of risk should start
by eliminating any risk that could pose the
slightest threat to humankind's survival
The next step is to concern ourselves with

the management of acceptable risks

Jacques Lesobre ts the
Tzsk and insurance man-
ager of MATRA Corp m

Paris
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Pick the culprit pushing up health costs

By Robert C. Penzkover

IF Y QUL QMPLRTR e, oAl ehar

virtually everyone. When the country is so
full of villains, is there really any hope for
containing health care costs and bringing
them under control?

By now, we are all aware that the entire
health care financing structure is built on
a foundation that is alien to the American
free enterprise system. It's known
euphemistically as the third-party
payment system. It should be called the
fourth-party bilking system.

Now that the obvious problem has been
identified, an obvious solution is called for.
It's just a simple matter (or not-so-simple
matter) of assembling all these folks in one
very big room and getting them to agree to
the following:

« Doctors will deliver or order only
necessary care and will accept less income.

* Hospitals will shrink, limit lengths of
stay and reduce their revenue.

« People will lead healthy lifestyles
and become more responsible consumers
of only necessary care.

* Insurance companies will enforce
utilization standards and tightly control
claims payments.

« Government will cut taxes, spending
and regulation (right after the next
election).

« Employers will offer only sensible,
cost-effective benefits and turn their
attention back to making widgets.

And on the next day the earth will take
on a warm, sunny glow of health and
happiness for the rest of time.

For those who don't believe in fairy
tales, perhaps a doomsday scenario is more

|
A

speaking out

appropriate:

* The payers will stop paying.

« Consumers will be left to pay their
own health care.

* The majority of consumers won't be
able to afford health care.

* Providers willlose revenue.

« Providers will accept only wealthy
patients.

« Government will take control of
access, pricing and delivery of health care.

« Health care will cost taxpayers more
than ever.

To a large extent, this latter scenario is
already unfolding. Payers are organizing
in droves to do battle with the political
giants represented by the medical and
hospital associations. At least one
association is already dividing the enemy
by inviting select generals to bring their
troops into its camp.

Meanwhile, the unwary consumers are
disorganized, unprepared, unhealthy and,
increasingly, unemployed. No one has
invited them to come to the war-even
though they are the issue.

Unfortunately, in the battle that is
brewing, the only possible victors will be
politicians behind biggovernment who
ean instantly organize the consumer
masses under the saving banner of a
nationwide, government-operated health
system.

It seems that the.provider. and payer
factions haven't yet realized that big
government doesn't even have to load its
guns to win this battle. "Big G" can simply
watch the payer army build up strength,
momentum and resolution to crush what
they perceive as the arrogance and greed
of the provider powers.

Neither payer nor provider can profit in
the long run by proving which is more
powerful. No matter who destroys whom,
inevitably they'll both end up in Uncle
Sam's "prison camp."

Why can't these armies see that if they

Blame your favorite villain for the health cost crisis.

Check the statements you agree with.

Doctors

Charge too much.

Perform too many tests.

Hospitalize patients unnecessarily.

Perform unnecessary surgery.

Are powerful in fighting controls and
regulation of the health industry.

Don't care about costs-"insurance
pays."

Hospitals

Charge too much.

Have too many beds to keep filled.

Profit from keeping beds filled.

Try to be the biggest and the best.

Cause further iliness or injury.

Make a lot of billing mistakes in their
favor.

Charge privately insured patients
higher rates (a hidden tax).

Have tax incentives to grow larger.

Don't care about costs-"insurance

pays."

People

- Expect modern medicine to cure
anything.

-.Go to doctors too often.

- Don't go to doctors when they should.

- Could prevent mostillness and
injury.

- Sue doctors and hospitals readily.

- Expect the best hospitals in their

. communities.

-. Don't ask-about cost or treatment
alternatives.

both act to put the consumers in charge of
their own health care and give them cost
and quality information to make informed
decisions, they'll probably make correct
decisions? If not correct, at least they'll
make a fully-understood, free-market
decision-just like when they buy
automobiles, homes, groceries and lottery
tickets.

Instead of warring over control of the
disappearing health care dollar, how about

Don't care about costs-tinsurance

pays."

Government

Doesn't pay its full share of costs.

Shifts costs to the private sector.

Burdens providers with red tape.

Encourages hospital and service
growth through tax incentives.

Tries to legislate solutions.

Cares deeply about votes.

Doesn't worry about cost-it prints

more money, refuses to pay, shifts
costs or increases taxes.

Insurance companies and
"carriers"

Pass money from one party to
another.

Are saddled with myriad state

. regulations.

Want to be everyone's friend.

Want everyone to be friends.

Don't eare about cost-employers,
plan sponsors and subscribers pay.

Employers and plan sponsors

Provide "blank check" medical plans.

Rely on insurers to control costs.

Give hospitals money to expand.

Cave in to pressure for bigger and
better health plans.

Demand little accountability for
dollars spent.

Care about costs-they pay them.

turning attention to the patient?

Wouldn't payers like to go back to
running their businesses and get off the
health care battlefield? Shouldn't
providers want to cure and heal and
prevent illness like no other health
delivery system in the world?

Aren't disease and injury the real
villains? Can't American ingenuity be the

victor?

Isn't apple pie a health food?

Delay in filing claim means coverage rejection

FEDERAL appellate court ruled that

it was reasonable for an insurer to
decline to defend a suit against a bank
because the bank gave such late notice of
its potential loss. "This late notice violated
a condition precedent to coverage under

the policy," the court said, "therefore,
Hartford's refusal to defend was not

vexatious."”

A bank was covered under a bankers
blanket bond issued by Hartford Accident
& Indemnity Co. The policy indemnified
the bank for loss of property through false
pretenses and attorneys' fees and defense
of a claim costs. The bank was sued by a
trustee in bankruptcy for Great Western
Automatic Sprinkler Co. Essentially, the
suit said that Great Western was entitled
to recover from the bank on checks
payable to Great Western that were
deposited in High Point Co.'s account.

The bank notified Hartford of the suit
on Dec. 1, 1971, but defense was refused.
The bank then spent $37,000 in the defense
and sought to -recover this sum under the

Mileiel

4 : v.44 D&/ 3,/- 4206,
Hartford bankers bond. The trial court
dismissed the suit against Hartford.

The appellate court said the facts
disclosed that the bankruptcy trustee
informed the bank after Great Western
went bankrupt that he intended to "put a
stop on" the High Point account. The court
was satisfied that the bank had facts that
would lead a reasonable person to believe
that a loss was suffered and the insurer
should have been notified. The court
concluded that Hartford was prejudiced by
the bank's delay in providing notice of the
potential claim. Columbia Union National
Bank vs. Hartford Accident & Indemnity
Co., U.S. Court of Appeals for the Eighth
Circuit, Feb. 8, 1982 (BI/03/S.-$5).

Liability settlement
A liability insurer's indemnification
agreement carries with it, an obligation to

larrftf: 13- ——j-:-::
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pay judgments against the insured, but also
to pay settlement amounts, according to a
federal appellate court.

ACA&S Inc., an installer of industrial
and commercial insulation since 1957,
became involved in the nationwide flood
of lawsuits seeking to recover damages for
harm caused by asbestos exposure. Since
1958, the company had comprehensive
liability insurance, first from The
Travelers Indemnity Co. and then from
Aetna Casualty & Surety Co. The policies
obligated the insurer to defend any
damages suit for injury arising out of
"accident" or "occurrence" during the
policy period and to pay damages the
company was obligated to meet.

In the suit the company sought to
determine who should defend them. Both

insurers refused. The trial court dismissed
the company's suit because it had no actual

need for a determination of insurance
coverage since it had not yet become liable
to pay any judgment.

The appellate court reversed,
concluding that liability insurers owe
fiduciary obligations to their insureds with
respect to the consideration of settlement
offers and the conduct of settlement
negotiations. "It would turn the reality of
the claims adjustment process on its head,"
the court emphasized, "to hinge
justiciability of an insurance agreement on
the maturation of a suit to a judgment
when the overwhelming number of suits
are resolved by settlement." Aetna
Casualty & Surety Co: vs. The Travelers
Indemnity Co; U.S. Court of Appeals for
the 3rd Circuit, Dec. 9,1981

(Bl/roa/Au.-5). .

A copy of the entire decision may be ob-
tained by sending $5 to Cases Unlimited, in
care of Business Insurance, 740 N. Rush St.,
Chicago, lll. 60611. Please list the case

number.
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Argentine employers open to worker suits

Photo Randy Drapeau
The Buenos Aries Sheraton Hotel stresses worker safety.
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By RANDY DRAPEAU cause the indemnities can be very verse to the plaintiff, he can't pu
big," says Peter Spielmann, general sue the work comp benefit
BUENOS AIRES, Argentina- manager of La Buenos Aires Insur- Under the labor law, an injure
Argentine employers have to put ance Co, the sixth-largest insurer worker who can't continue his jc
up with the headaches of workers in the country is entitled to 85% of his normal sa
compensation hal)lity but don't get However, larger companies gen- ary for the first 30 days of disabi
the benefit of a no-fault system erally still self-insure workers 1ty After 30 days, 100% of salary
Workers in Argentina are pro- compensation risks paid During this convalescence pi
tected against Job-related accidents "The need for insurance is on the riod, the employer must also pa
or diseases and during direct travel rise," says another underwriter for needed medical care
to and from work The mandated "The price doesn't look too bad in After a year of disability, doctor
workers compensation benefits are dollars, but in pesos it's a lot We've from the nation's Labor Ministr
limited by law had cases where we've had to pay examine the worker to determin
But an Argentine worker can sue up to $300,000 for a workers com- the degree of disability A worke
his employer to collect high 1ndem- pensation claim " approaching retirement whose diss
nities if it appears the employer's The unlimited hability more ability is determined to be 55% o
negligence was the cause of the than the cost of mandated benefits more may retire Otherwise, th,
mishap Indemnities, in this case, is causing more employers to insure employee will be paid a lump sun
are unlimited their workers compensation risks, depending upon the degree of dis
"It's not mandatory to carry in- say some insurance officials ability If the disability is perma
surance, but it (workers compensa- There is one deterrent to em- nent and requires the care of an
tion risk) normally is insured be- ployee lawsuits If the verdict is ad- other person, the benefit is in
creased by 50%
A worker who recovers must be
given his Job back
In the case of death, a minimal
payment of less than $5,000 is paid
in most cases
"The limits of indemnity by dol-
lar standards are rather nominal,”
, ©» 11% says C F White, director of the
O'Grady Insurance Brokerage
"Because the Indemnities fixed

t under the normal labor law are

Vi CTOES , 5184, 1 14R08,011.1,7 0% I A7 L5 L

employers "

q Nevertheless, many large cor-
porations still prefer notto insure
their workers compensation risk

Ford Motor Co in Argentina, for
example, says it is cheaper m the

1 4 long run to not transfer the risk

"For the number of employees
we have," says Risk Manager Eu-
genio Myhal, "it is expensive to
insure It doesn't function very

) 1 ,1 E. 1 5,1 = well, either, because at times the

company Just wants to go ahead

and pay a claim without legal ac-
tion ™

At Manliba, the largest waste
management company in Buenos

Aires, only excess insurance is pur-

chased

"Most things can usually be
taken care of on a self-insurance
level, including medical costs and
salary, when the man's not work-
ing," explains Julio Silverio, insur-

ance coordinator

y . Insurance is purchased to protect
y Em%&%b against catastrophic risks such as
AWEEK OF NOVEMBER 231981 ' permanent disability and death He
' 5 estimates the cost of the insurance
to be about 32% of annual salaries

':,. 1. paid the firm's 1,400 employees
f Naturally, a high-caliber risk
management program is preferable
Ke to lawsuits, union problems and

disabled employees
Humberto Amitrano, chief of in-
dustrial relations at the Buenos
1 Aires Sheraton Hotel, understands
s that Its safety program s very de-
S . talled, he says, and its foundation is
a thick manual called "Sheraton
< - Safe Way'

N “We have an important safety
program,” says Mr Amitrano, "and
it is put into practice in all the de-

*A quote from BUSINESS INSURANCE Magazine partments " In areas such as the
as it appeared in "Canada Market Report, hotel's kitchen, where accidents
page 20, November 23,1981 are more likely to occur, 10 minutes

Morris & Mackenzie,s a risK management and
private Canadian insurance benefit consulting services
brokerage owned exc/u- from four regional offices

are taken at the start of each shift
to review various chapters of the
manual and safety procedures in
general

The manual contains such head-

sively by a highly-motivated across Canada ings as "Using the Grill," "Lifting,"
team of marketers, account For a copy of our corporate j and "Dress for Safety "
executives and technical/ brochure, call Frank Dougan, Mr Amitrano also notes that the

administrative support staff Chief Executive Officer, _41,9 hotel has a security/safety commit-
Together, we provide profes- at (514) 937-5755 tee that "analyzes all the accidents

The surprising 1

sional insurance brokerage,

that occur, studies their causes, and

arrives at conclusions to best pre-
vent them in the future "

Employee safety is important to

independent a MORRIS & MACKENZIE LIMITED - the company, but not Just because

insurance brokers -
from Canada b /---3

of the cost of indemnifying injured

: workers "This is the service busi-
VANCOUVER = CALGARY - TORONTO - MONTREAL

ness," says Mr Amitrano "Our’
personnel is the most important
* thing we have "



NOWYOU CAN PROVI
IRA PROGRAM WHILE HMID

Now that IRAs are available even
to wage earners with pension plans,
your employees are probably think-
ing about them right now.

And wondering ifyou are going to
make available an IRA program to
supplement their retirement income.

Realizing this, Metropolitan is
ready to provide your employees
with a program that requires mini-
mal effort on your part and involves
practically no cost to you.

It's Metropolitan's Metromatic
IRA Program.

All you do is arrange for payroll
deductions by your employees.
Metropolitan's trained professionals
will hold one-on-one interviews with
your employees to discuss the bene-
fits provided by an IRA and assist

them in establishing their own IRAs
for amounts up to $2,000. The ad-
ministrative details will be handled
by Metropolitan and, with your co-
operation, the program will be com-
municated to your employees.

In addition, Metropolitan will
provide a sound and attractive vehi-
cle for the IRA contributions-the
Flexible Retirement Annuity
Contract.

All ofyour employees who are
interested in providing for retire-
ment on a tax-deferred basis will
welcome this unusually beneficial
IRA program. It features an optional
provision that will continue pay-
ments to the employee's IRA in the
event of total disability: It has fled-
ble options which allow use of the

DEASUPERIOR
LY LIFTING A FINGER.

aa

IRA to provide retirement income.
Under this program, employees can
even continue their IRAs should
they leave the company

Metropolitan, because of its vast
financial and human resources, is
equipped to serve a company of any
size and in any location. Arranging
for Metromatic IRA is a simple
matter Just contact your local
Metropolitan office and ask to have
a representative call.

This is a chance to make a favor-
able impression on your employees
at practically no cost and with vir-
tually no effort.

( Metropolitan

METROPOLITAN REALLY STANBS BY YOU.

Life/Health/Auto/Home/Retirement
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Most benefits in Argentina
controlled by government

By RANDY DRAPEAU

BUENOS AIRES, Argentina-A
country that has nationalized
health and life benefits is now
turning to the insurance industry
for help.

Unprepared to extend battle-
earned benefits to veterans of the
Falkland Islands campaign, the
new postwar military government
in Argentina has ordered insurers
to pay life insurance benefits to the
survivors of the relatively few in-
sured soldiers who were killed.
even though acts of war are ex-
cluded from the coverage.

"We don't know how much they
want us to pay," says Henry Whit-
ney, executive director of Sud At-
lantica Insurance Co. The govern-
ment, however, has said it will
reimburse the insurers.

Overall, private insurers and
brokers are hardly involved in pro-
viding benefits to ordinary workers
in Argentina. Contributions are re-
quired to government-controlled
health, life and pension plans.
There are no supplementary medi-
cal or pension plans, but some com-
panies do provide additional life in-
surance benefits.

Every trade, from textile work-
ers to grocers, has a particular so-
cial service agency that provides
health care. Medical costs are
funded through mandatory
monthly contributions by employ-
ers and employees. Employers pay
4.5% of an employee's monthly
earnings and 3% of earnings is de-
ducted from the employee's pay.

"The quality of service generally
varies depending on whether the
particular industry is a lucrative
one or not," notes Mr. Whitney of
Sud Atlantica.

"For instance, banks and insur-
ance companies are able to contract
health care on a high level. On the

other hand, the social service orga-
nization fer construction workers is
pitiful, wi:h many low-paid work-
ers and very little cash in its social
service coffers.

"l think. all things considered, it
really is an excellent health care
system," he admits.

Generally, there are three types
of health plans provided: open,
closed or mixed, which is a combi-
nation of the first two.

The type of plan an employee re-
ceives depends on his pay since
7.5% of an executive's pay can buy
more than 7.5% of a laborer's pay.

Most employees are likely to
have a closed plan, which means
they may go to only specified doc-
tors or hospitals to have all ex-
penses paid.

If they nave a mixed plan, they
may go to whomever they please
but generally have to pay a little
more out of their own pockets.
These plans also extend to the em-
ployee's immediate family includ-
ing sons up to 18 years of age and
daughters up to 21.

CoveraEe includes most standard
medical needs, like routine physi-
cal checkups, hospitalization, labo-
ratory tests and X-rays.

Open plans allow the recipient
the luxury of using the facilities of
any medical institution he chooses
and even a favorite family doctor.

These plans are, of course, the
most exp€nsive and are primarily
supported by upper-middle to
upper-income individuals and
large corpirations.

"Our managerial staff has the
best plan on the market," says Rob-
ert StanYield, manager of the
Sheraton Hotel in Buenos Aries.

He explains that the plan in-
cludes psychiatric, vision and den-
tal care. There's a limit of 10 visits a
year to the dentist and cosmetic ex-
penses, like dentures, are not in-
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Although health care is quit
adequate in greater Buenos Aires
where nearly one-third of the pop
ulation is located, it is often a prob
lem in the outer provinces.

Petroquimica Bahia Blanca, a na
tional company that produces ethy
lene, faces that obstacle. Personne
Manager Osvaldo Zavattier
explains that the company has ma-
chinery, plants and men spread out
across the repubilic.

"Demographically, we are a di-
saster," he frowns. The company
provides medical services through
facilities owned by the State Gas
Co., which furnishes its own doc-
tors and hospitals.

Life insurance in Argentina
doesn't stack up to its health sys-
tem. The law requires that every
employer contribute a small
monthly percentage for every em-
ployee. This mandatory group life
plan pays a minimal benefit of 13
million pesos. With recent stagger-
ing peso devaluations, this figures
to be about $325.

Some large companies and mul-
tinationals buy additional group
life insurance as a extra benefit to
their employees. The cost varies
from employer to employer de-
pending on the number of employ-
ees and the amount of premium as-
sumed by the corporation.

Massalin Particulares S.A., a
large cigarette manufacturing com-
pany with more than 3,000 employ-
ees, offers a coverage that pays up
to 20 times annual salary. If death is
accidental, the amount doubles.

According to Risk Manager Dan-
iel Graziadio, the company pays
60% of the premium. The spouse of
the employee is also insured up to
half value.

Ford Motor Co. in Argentina also
offers an additional group life plan.
Ford pays 20% of the premium.

It is estimated that only about
30% of the population in Argentina
that has access to optional life in-
surance coverage actually buys it.

Retirement benefits are handled
by the government, funded by a
mandatory 12% monthly deduction
from the workers' paychecks and
at least a 16% employer contribu-
tion.

Official retirement ages are 60
years for men and 55 years for
women. The maximum pension
pays the recipient about 70% of sal-
ary during the three highest earn-
ing years.

To qualify, a worker must have
worked at least 30 years and contri-
buted for at least 15 years.

Many types of employee benefits
are unknown in this country due to
turbulent internal problems. Sav-
ings plans, for example, are practi-
tally unheard of.

The cry in Argentina these days
(at least for those with money) is
"buy," not save. Not very many
people want to save with constant
devaluations and 200% inflation.

Indeed, real estate salespeople
have reported that customers will
enter a home for sale, take a look at
the living room and announce, "I'll
take it." Or, in the case of new
autos, it may be, "I'll take three."”

Development of new employee
benefits in Argentina also is con-
strained by employers' fear of
union demands, notes Mr. Whitney
of Sud Atlantica.

"Many employers will think
twice before doing something extra
for their employees," he reports.
"The union.may demand that the
benefit be given from then on. A
precedent has been set. Or they
may want to force the employer to
extend the benefit to everyone
under conditions they would estab-
lish, not the company.” |



Venezuela:

isurers want heavy emphasis
)Jlaced on safety, security plans

By DOREEN HEMLOCK

CARACAS, VVenezuela-Suf-
ring losses from rising crime, in-
rers in Venezuela want to reward
,mpanies with good safety and se-
irity programs and penalize those
ithout them.

The government-regulated in-
istry is studying two new policies
ir property and bank insurance
iat would penalize firms that do
ot install such programs.

If rate reductions were granted
)r good records, they would would
e welcome news to businesses
ere that are suffering under a 3-
ear-old recession. The businesses

ow limit their insurance pur-
hases to the commonplace rob-
fry, auto, auto liability and prop-
rty policies without branching out
nto product liability or malpractice
overages.

Any change in insurance poli-
:ies, however, must be approved by
he Superintendency of Insurance,

which governs all forms and rates.

The nation’'s 48 insurance com-
ianies and seven reinsurers, which
wrote $1.4 billion in premiums last
year, are pushing for changes to re-
duce their risks. Claims costs are
particularly high

in the bank and

s ai-pro- ES)f

ducing nation.

Property insurance, or fire insur-
ance as it is called here, accounted
for 28% of total premiums, or $389
million, last year and is the most
important line being studied by the
insurance industry.

Insurance Superintendent Boris
Perez Soto hopes that the current
fire policy, copied nearly verbatim
from U.S. policies 30 years ago, will
be replaced with a modern and
Venezuela-adapted policy as early
as next year. It would provide in-
centives for industrial loss-preven-
tion programs.

The current Venezuelan fire in-
surance policy includes coverage-
and premiums-for hail and hurri-
canes, conditions unknown in the
South American nation. Rates are
based only on type of construction
and industrial use without regard
to the loss-prevention programs,
age or other important risk factors,
Mr. Perez noted.

An old textile factory pays the
same premium as a modern facility
or sometimes less, due to its depre-
ciated assets, Mr. Perez said.

Some economic incentive, such
as reduced premiums, is needed to
encourage companies to install
property-protection systems.

"It's difficult to convince com-
panies to install industrial safety
programs when everyone is belt-
tightening due to the economic
contraction,” lamented Agustin
Silva Diaz, president of the Diverse
Risk Committee of the Venezuelan
Insurance Chamber.

The new fire insurance policy
would provide property coverage
based on replacement value.

Although replacement value is
intended under the current policy,
most policyholders pay premiums
on a lower value than full replace-
ment. They do not revalue their
assets annually according to infla-
tion nor do they account for the
costs of freight and duties which
would have to be paid on imports if
machinery needed to be totally re-
placed.

Asset values in Venezuela today
are higher than values for compa-

rable U.S. property, said George
Holmberg, comptroller at Sears,
Venezuela's largest department
store chain. Mr. Holmberg uses in-

surance broker Segurosca, Marsh &
McLennan's affiliate, as his insur-
ance department and risk manager,
he said.

Most companies in Venezuela
pay an annual average of 4% to 5%
of total assets in insurance premi-
ums, according to Gumersindo
Torres, executive at brokerage
Rontarca, an affiliate of Frank B.
Hall & Co.

Banks, however, pay even more
due to increasing holdups here.

Premiums for major banks have
risen 800% in the last four years
and will rise another 50% this year,
according to Mr. Silva of the Vene-

Continued on next page

Fire

Auto

Life

Medical

Cargo

Accident

Fidelity & surety
Robbery

Truck physical damage
Company responsibility
Aviation

Civil liability

Multiple coverage

All other

Total

*4.3 bolivares = $1

business insurance, November 22, 1982 / 57

(in thousands of bolivares®™)
Premiums

1,238,343
1,234,230
915,784
451,348
298,897
241,982
198,369
148,673
102,694
96,706
94,622
76,375
59,807
369,671

5,527,501
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Safety, security stressed

Continued from previous page
zuelan Insurance Chamber. A
major commercial bank is now
paying about $1 million a year for
coverage, he said.

New expanded branch networks
have increased the risk of rob-
beries. The banks in Venezuela
have a total of about 1,800 branches
today compared with 200 branches
15 years ago. Many of the new
branches don't have trained per-
sonnel or the safety equipment to
combat robberies, which have in-
creased in number dramatically
since 1978.

New white-collar crime, such as
falsification of checks, has made
the situation even worse, Mr. Silva
said.

The Venezuelan banking system
is also very different from the U.S.
system, he said. Trust in checks is
very low and credit card holders

are carefully selected. The amount
of cash in the streets is excessive.

In the U.S., bank robberies may
be just as frequent but the losses
run only about $5,000 per assault.
[N Venezuela, a bank loses an aver-
age of $125,000 per robbery and the
deductibles on insurance policies
are only $25,000, Mr. Silva ex-
plained.

The loss ratio on insurance for
banks was so bad in 1979-666%-
that 16 insurance companies in
Venezuela formed a banking pool
which retains 50% of all bank pre-
miums and reinsures directly in

London and abroad.

A new insurance policy for
banks also is to be introduced in
early 1983, based on the Lloyd's of
London Bond 24, Mr. Silva added.
rhe policy provides for reduced
premiums for banks that install
such protection devices as delayed
action locks.

The government here also is re-
vising policies in another high-risk
area: automobiles.

Currently, auto insurance rates
are based only on the use of vehi-
cles (commercial, private, etc.) and
their book values, without consid-
ering the model, age of driver or
other factors.

Coverage applies to partial and
total damage and total loss.

With a rising accident rate and
an average 350 car robberies per
month in traffic-congested Caracas,
insurance companies last year lob-
bied the government superinten-
dent for policy changes.

The superintendency granted in-
surers the right to select their fu-
ture policyholders and this year in-
surers have rejected those with
poor histories and are insuring poor
risks only as part of a larger insur-
ance package.

Auto insurance pemiums for 1982
are expected to remain the same or
even to fall slightly from last year's
$216 million for physical damage
insurance and $71 million for auto
liability coverage, a broker said.

"We've got to rationalize our pre-
miums by charging those,clients
with poor histories more than those
with good safety records. And we
should consider making auto insur-
ance compulsory,” Ricardo Mujica,
president of the Auto Committee of
the Venezuelan Insurance Cham-

ber stated.

At times, insurers disagree with
the regulations from the Superin-
tendency of Insurance, which ap-
proves all policy forms and sets the
rates for auto, robbery, group life,
property and auto liability plans.

It is the superintendency, for ex-
ample, which has rejected the entry
of difference-in-condition policies
into Venezuela. And, the superin-
tendency has authorized the crea-
tion of eight new insurance and re-
insurance companies over the past
three years, much to the dismay of
insurance competitors here.

Foreign participation in insur-

ance and brokerage firms, how-
ever, is limited to a maximum 20%
of equity, and all insurance must be
purchased locally.

All insurance companies in Ven-
ezuela must set aside 40% of their
yearly premiums as technical re-
serves and they must place or at
least offer another 40% of their pre-
miums to local reinsurance firms
before reinsuring abroad. When
Venezuelan insurers buy reinsur-
ance abroad, it is generally in the
London market.

Since the country's legislation li-
miting foreign ownership went into
effect in 1974, many multinational
insurance firms have pulled out of
Venezuela, maintaining only an af-
filiate relaionship with Venezuelan
companies without equity.

In their place, Venezuelan finan-
cial power groups are taking over
insurers, a former insurance su-

perintendent noted.

In this vein, -hareholiers of
major banks have acquired insur-
ance companies, although tanks as
such are proh.bi:ed from owning
insurance companies.

Banco Union for example, owns
the largest insurance ccmpany
here, Seguros Caracas. 32:ico Me-
tropolitana owns forerunner L:
Metropolitana. Banco de Venezuela
controls medium-sized E:nvenez
Seguros, and state-ownec 3anco de
los Trabajadores de Venezuela
owns the small Bantrab ca Eeguros.

Industrial groups are also en-
tering the field and using insurance
firms to capitalize their c:her inter-
ests. Construction group 'lacoa, for
instance, owns hree insurance
companies: Seguros la Paz, General
de Seguros & Reasegurcs and Se-
guros Saint Paul, mak:ng it the

third-largest in premium vclume ir-
the nation.

While bank-controlled insurance

companies deny :hat these share-

holding arrangements lead -0 un-
fair ecmpetition, brokers note that
banks do in fact condition :ndus-
trial financing loans to the pur-
chase of property and group life
policies from their insurance affili-
ates. The industrial groups limit
their purchases to their own firms
regardless of the service capabili-
ties of competitors

The government as such is not
interested in directly controlling
insuranee companies as is common
in other parts of Latin America, ac-
cording to Superintendent Perez.

But :he government does play
political favorites with its choice
accoun:s, such as the state steel
company or the state telephone
company. The government rotates
coinsurance accolint leaders every
five yesrs if power switches hands
between the rival Social Chr:stians
and Sccial Democrats.

The best account, the nationa-
lized petroleum industry holding
firm Petroleos de Venezuela, worth

some 525 million in premiums per

year, also breaks tradition, broke
say. It sends some 95% of its prerr
ums to reinsurers abroad via a ur
of Sedgwiek Group P.L.C. at
Lloyd's of London.

Not only are local firms and the
U.S. affiliates denied any of tt.
premiums, Venezuelan brokei
say, but the local leading compani,
also receive only 1% to 2% commit
sions on the deal while commis
sions on otter business tend to ar
erage 18%.

Portions of these commission:
however, are often paid back to th
client asa way to beat the regulate,
rates, underwriters say.

No matter how good the price, n,
one expects businesses to expanc
their insurance buying in the cur
rent tough economy.

"Several years ago, there wa
some interest in professional insur
ance but as the economy worsened
I was told. not now," said O1:
Campa, a Cuban-born underwritei
at Segurosca, the Marsh & McLen
rma=are =affFiliate o L]

THERE ARE 3 THINGS

YOU SHOULD KNOW
ABOUT OUR NEW ACES.

Gerald R. Guralnik,

Pre,ident

Woodward Ryan Sharp and Davis

There is no better system
than our new ACES for effec-

tively adminzstrating group health
claims.

This newest version of

ACES is being introduced
into the marketplace for a limited
time at a substantially reduced
price.

and, ACES arrives with our

firm's CHALLENGIE to pub-
licly debate any competitor on the
quality of ACES vs. any compar-
able system.



jil glut curbs new Venezuelan b

By DOREEN HEMLOCK

CARACAS, VVenezuela-Em-
oyee benefits in Venezuela are
teled by oil revenues.

Today, with the world oil glut
ici declining petroleum income,
enezuela's companies are not in-
esting in new benefits plans or
ven keeping their benefits up to
ar with inflation.

Companies are maintaining their
irporate insurance, but group life
nd accident policies are declining
7 real terms, said Nestor Sanchez.
echnical manager at insurer Rea-
eguradora Nacional de Venezuela.

Ever since the 1930s, when U.S.
nd British insurance companies
,stablished subsidiaries here to
:ater to the American petroleum
irms, the pace of employees' bene-

fits has been set by the oil sector,
where benefits are best.

With the hard-pressed oil sector
setting the tone for the entire econ-
omy here, no major improvements
are foreseen in the employee bene-
fits field until petroleum revenues
rise, executives say.

The outlook for 1983 is not good.
Petroleum earnings are expected to
fall 5%, the economy is expected to
remain stagnant and inflation is
expected to hold at 8% to 10%.

The national budget, 60% depen-
dent on oil, will be slashed nearly
10%.

The insurance sector will slow its
growth to an estimated 8% after
this year's anticipated 10% pre-
mium rise, industry executives

said.

But, Venezuela's earlier oil boom,

which made its Bolivar currency
Latin America's strongest and its
salaries the continent s best, has en-
abled the government to create two
compulsory employee benefit sys-
tems: a social security network and
a hearty lump-sum bonus plan.

Together, the two systems cost
employers between 30% to 35% of
salaries, according to Johnson &
Higgins Vp William Ryan.

The social security network,
begun in 1967 and modeled after
the post-revolutionary Mexican
system, currently provides 2.2 mil-
lion workers with illness, accident,
maternity, disability, old-age, death
and survivors' benefits.

Labor laws in Venezuela also ob-
ligate companies to share a mini-
mum 10% of their yearly profits
with workers by granting a two-

uusiness ULSUTUnce, iN oveml[Jer LL, 1304 / JI;

week pay bonus, regardless of com-
pany profits, and a maximum two-
month salary bonus.

In practice, most major com-
panies grant a 13th- and 14th-
month paycheck to their employees
each year.

All companies must also grant
hefty lump-sum benefits to their
workers when they leave a job,
whether they quit or are fired.

The lump sums equal one week's
pay for workers with up to six
months' service, two weeks' pay for
workers with up to one year's ser-
vice and one month's pay for work-
ers with more than one year's ser-
vice.

Seniority benefits total 15 days'
pay for every year served and sev-

erance benefits add another 15

days' pay for every year an em-

RCES-
The System.

Ilhis newest version of our Auto-
mated Claims Entry System
(ACES) is designed to assist benefit
mnagers in controlling the soar-
ing cost of benefits through anal-
ysis of claims experience. ACES
also dramatically reduces the cost
of dministration and improves
service to employees as it auto-
matically processes Hospital,
Medical, Surgical, Major Medical,
Disability, Dental and other typ-
ical group benefits.

Driven by a comprehensive, flex-
ible plan master file, the new
ACES is being introduced with
a full complement of on-line
capabilities:

.on-line maintenance of plan ben-
efits and their rules

.on-line claims calculation and
display under both single and
multiple plan situations

.on-line follow-up and resolution
of pending or prior approved
claims

.on-line claims history access of
status, accumulations or details
at family, individual, condition

or claim level.

In addition, ACES has many supe-
rior features including:

.the most complete on-line search
capability for tracking suspected
duplicate payments

.the most sophisticated on-line
correspondence facility

.the most complete set of adjudi-
cation files and codes

.the most flexible processing flow
for easy adaption by any organi-
zation

.the most security conscious on-
line operation.

Equally important, ACES has a
complete range of off-line report-
ing and analysis capabilities to
accommodate the admmistrative,
financial and actuarial require-
ments associated with cost con-
tajnment programs, productivity
measurement, benefits utilization
and reserve determinations.

AnNnd there is more ... because
our commitment to the employee
benefit field goes beyond design-
ing software. We believe service

is equally important.

Immediately upon becoming a
customer, an installation team is
assigned and a structured imple-
mentation program is initiated
that will have your system up
and running m 90 days or less. A
cadre of Woodward Ryan health
claim and system professionals-
recruited from the industry's
top echelon-insures that every
ACES is installed swiftly and
accurately.

Training and support for each cus-
tomer is provided by experienced
claims processing professionals
who understand the urgency in
every customer request.

VWoodward Ryan user group meet-
ings and newsletters insure that
every customer is continually in-
formed of every new development.

The Woodward Ryan commit-
ment to its products and its cus-
tomers illustrates a simple fact:
the new ACES is designed to be
the standard of measure for the
industry...a standard that will
be continually enhanced to antic-
ipate the changing needs of (our

customers.

ACES-
The P:ice.

Our new version of ACES is a
superlative software system that
deserves the recognition due an
industry leaden

We believe it deserves the widest
possible hearing in the market-
place.

So we decided to do something
dramatic to increase attention!

For a 6 month period commencing
November 1, 1982, we are reducing
the price of the ACES package by
40 percent. During that time, cus-
tomers may acquire ACES for an

investment of only $150,000, plus
an additional $15,000 for Func-

tional Specifications.

The package, of course, comes
complete with the full assortment
of Woodward Ryan installation,
training, documentation and ser-
vice support features.

ACES-
The Challenge-

The new ACES is entering a mar-
ket where somewhat similar sys-
tems are offered by Erisco, ASA,
AHS, McAuto, SDC, Dyer Wells

and others.

We believe ACES is more ad-
vanced than the competition.

'Ilb prove the conviction and illus-
trate the sincerity behind that
statement, Woodward Ryan is
issuing a direct challenge to
every one of its competitors:

"Our firm will publicly debate the
representative of your firm, any-
where, anytime, on the merits of
ACES vs. your system:'

The debate must be in open forum.
Customers from both sides may
be invited.

The purpose of this challenge is
simple. Woodward Ryan knows
this new version of ACES is the

superior system.

We want our competitor's cus-
tomers to know it too.

ACES-

An Invitation.

'Ib learn how ACES can meet your
individual requirements, call or
write:

Thomas G. Eady, Director of Sales
Woodward Ryan Sharp and Davis

3 Park Avenue

New York, New York 10016

TEL: (212) 689-4100

WOQRWARD.BYBNSHARR and-DAVIS..

enefits

ployee works.

Double lump-sum benefits-and
the replacement of the worker at
the same salary-are mandated by
law whenever a tripartite commis-
sion finds an employee's dismissal
was unjustified.

The lump-sum system has stimu-
lated worker turnover on all levels
from manual laborers to execu-
tives. People work a year, quit or
get themselves fired, collect bene-
fits and then find another and
usually better job.

The rate of turnover has slowed
since the economy started slowing
in 1978, but produttivity is still far
lower than it was in 1975 when the
lump-sum system was introduced,
IBM President Salvador Covelo

said.

Employers also contend that the
lump-sum system actually works
against employees. "Whenever |
am about to give someone a raise, |
think, 'Is this person going to walk
out on me soon and collect double
beneﬁts'| another executive com-
nnented.

Private insurance policies in
Venezuela basically serve to com-
plement the two government pro-
grams with major medical, group
life, accident and savings plans
Pension plans are few, due to the
lump-sum program, and specialized
group packages have still to be in-
troduced into this nation of some 15

million residents.

Major medical premiums in Ven-
ezuela grew 21% between 1980 and
1981, faster than the overall insur-
ance sector increase of 12% and
more quickly than the nation's
16.2% annual inflation rate for the
corresponding period. Medical pre-
miums paid totaled $110 million
last year.

The dramatic premium rise re-
sulted primarily from soaring hos-
pital costs, which raised the cost of
an appendectomy, for example, ta
$4,650, according to Frank Rat-
miroff, president of insurer Se-
guros La Paz.

It's cheaper to go to Miami for
surgery, including the plane fare,
than to have surgery in Venezuela.
an underwriter at Seguros la Coor-
dinadora said.

In fact, many executives have in-
dividual medical plans in the
United States to cover treatment
provided there.

Technically, one could avoid the
astronomical costs of medical atten-
tion in Venezuela by using state-
run social security facilities. But
even Social Security Institute Pres-
ident Jaime Gomez recognizes that
state hospital services, while im-
proving, are now merely bad in-
stead of really bad.

Companies in Venezuela tend to
offer major medical plans that ex-
clude dental, eye, preventive, am-
bulatory and hereditary disease
care. Coverage is largely limited to
fixed amounts per day or per ser-
vice instead of a percentage of the
total hospital bill, said Gumersindo
Torres, executive at Rontarca,
Frank B. Hall & Co.'s affiliate.

Employers pay the full medical
premium in seven out of 10 cases,
Mr. Torres said. They also often
pay the claims themselves and then
collect from the insurance com-
panies. Insurers tend to be slow in
paying claims and hospital bills
must be paid when the patient
checks out, they explain.

Pan American De Seguros and
La Seguridad have recently inau-
gurated a medical insurance credit
card called Prosalud to combat this
problem at private designated
clinics, but the idea has not really
caught on yet, brokers noted.

Everyone agrees that medical in-
surance premiums can't continue to
grow at the 21% rate recorded in
1981. Employees are going to suffer

Continued on page 61



company Is insurance, you expect too little.

Ifyou're charged with the responsibility of
managing risk for a large corporation, you're aware of

the many considerations involved. Which is why you
should consider The Travelers.

We won't promise you the moon and the stars.
But ifthe most you expect from The Travelers is in-
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At the same time, as you manage risk, our
computers monitor it. Accurately: Completely: Flexi-
bly You decide how much information you want. Or
how little. And how often. We then turn raw data into
a useful management tool. The results are available on
computer tape, microfiche or in printed férm. We can

even arrange on-line access.

And when it comes to
claims, we're where you need us,
when you need us. A nationwide
network ofover 200 offices assures
quick, objective handling. Close
two-way communication assures
flexible handling.

The quality ofthese services
has made The Travelers a leading
source oftraditional insurance. But
for an increasing number ofrisk
managers, traditional insurance is
not the answer. Ifyou're consider-
ing an alternative, we're still the
company to consider. In fact, we
specialize in desigmng innovative

cash management strategies.
he Travelers offers cash

YA JfS]I#St >ffiyt,s:::is. flow plans that run thegamut from
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surance, expect to be surprised. Because whether your
needs dictate a sophisticated self-insurance program,
simple risk transfer, or something in between, we'll
surpass your expectations.

Consider our superior services. In every area of
risk, we offer experts who can help lessen your liabil-
ity Loss Control, for example. Over 500 safety engi-
neers, including professionals fully trained in such
specialty disciplines as environmental and industrial
hygiene testing, can help you identify; analyze, and
elimmate safety hazards.

TO: Please send your series ofbrochures,
"Risk Management, A Financial Model," to:

The Travelers

One Tower Square

Hartford, CT 06115

COMPANY

Att: ADDRESS

Thomas C. Tucker cITY STATE

21$--.( 1154}3(***, complex captive approaches to
deferred premium arrangements.
* Along with the ability to imple-

ment them. And the expertise to
administer them.

This can include anything
from férecasting loss costs, to
developing an investment port-
folio, to weighing tax implications.
And, of course, our superior
support services are available.
Bundled or unbundled in any

combination you desire.

Now that you know what to expect from us,
we expect something from you. A phone call. Why
wait? Whether your needs are traditional or transi-
tional, you can depend on The Travelers.

For a series of brochures, "Risk Management,
A Financial Model," contact: Thomas C. Tucker,
(203) 277-5500, The Travelers, One Tower Square,
Hartférd, Connecticut 06115. Or send us the

coupon below.

| TheTravelersj

PHONE i

1

| The Travelers Indemnity Company and its Affiliated
Companies, Hartford, CT 06115
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Health insurance

costs soaring
IN Venezuela

'ontinued from page 59

,nd pay the difference in the fu-
ure, predicted Insurance Superin-
endent Boris Perez Soto.

Since group life insurance tends
o show a lower claims level-40%
/S. medical's 70%-insurance firms
iere tend to try to sell the two poli-
Fies together.

Group life insurance, which ac-
counted for one-fifth of total pre-
miums last year, registered $212
million in premiums in 1981, a
mere 3% increase over 1980.

Life insurance benefits vary by
economic activity and employee
status, but generally range from 12
to 24 times monthly salaries for
contracted workers and fewer than

12 times monthly wages for hourly
workers.

Maximum coverage in Venezuela
is limited to 600,000 bolivares
($139,111) per individual, excluding
accident, disability and dismember-
ment riders, according to govern-
ment-regulated policies.

"We generally calculate an av-
erage age of 40 for men and 37 for
women, at a premium cost of some
130 bolivares ($30) per year. The
tariffs are set by the government's
superintendency of insurance,”
said Roberto Te Winkel, systems
manager of Seguras La Paz.

Accident insurance accounted
for $69 miillion in premiums last
year With coverage limited to about
$10,000 to $25,000 for hourly wage
earners, $25,000 to $75,000 for sala-
ried employees and $75,000 to
$150,000 for executives.

Premiums for accident insurance
averaged some 75 cents to $2.10 per
$1,000 covered and another 63 cents
to $1.95 per $1,000 covered in dis-
ability options.

It is expected that both life and
accident insurance will continue to
grow slowly, falling even farther
behind the annual inflation in-

In addition to the $381 million
spent for these plans, employers in
Venezuela's major companies also
offered their employee savings
plans, which matched between 5%
and 10% of earnings.

Sears, with 12 stores and assets
worth $80 million in Venezuela,
limited its savings plan to 5% of sa
laries but granted interest in com
pany shares through other modes,
Comptroller George Holmberg ex
plained.

In general, Venezuelan employee
benefits plans cost companies more
than identical plans in the United
States, the American-born execu
tive said.

The big-money investments go to
the compulsory state plans, which
demand 7% to 9% of each worker s
salary up to 3,000 bolivares ($696) to
fund the state social security sys
tem. Workers also contribute an
additional 4% of their earnings up
to 3,000 bolivares.

The social security plan provides
pensions to men at age 60 and
women at age 55 at a minimum 40%
of monthly salaries, or a maximum
$696 monthly.

"These amounts are really insig
nificant when you consider that re
cent surveys show Caracas to be
the most expensive city in North
South and Central America," one
underwriter noted.

Nevertheless, companies and in
dividuals are not interested in pri
vate pension plans today. Individu
als prefer to invest in certificates of
deposits that offer better returns at
today's high interest rates, said Mr

Sanchez of Reaseguradora Na-
cional.

Although unions have men-
tioned the possibility of pressing
for pension plans to keep up with
the oil sector's plans established by
the former American company
owners prior to the 1975 oil nation-
alization, insurance executives
doubt that pensions will be a major
short-term demand.

Unions probably will emphasize
keeping workers employed now
that the jobless rate is 12%, execu-
tives agreed.

Employee Benefits:
In Retrospect

Issue Date: December 13, 1982
Ad Closing: November 30, 1982
New York
220 East 42nd Street, N.Y. 10017 (212) 210-0133
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Chile: Economic downturn starts to push

By JUAN O'BRIEN

SANTIAGO, Chile-Insurance
companies in Chile are cooling
their hot competition for earth-
quake insurance premiums.

In one of the few Latin Ameri-
can countries that allows insurers
to openly compete for business by
slashing rates, insurers took the op-
portunity.

Rates for earthquake insurance
in Chile, a country well-known for
its frequent tremors, fell to 0.3% per
$1,000 of insured value from 1.5%
per $1,000, while the rate charged
by reinsurers held to- about 1% per
$1,000.

But earlier this month, all do-
mestic insurers announced they
would raise rates for earthquake
insurance to no less than 1.5% per

$1,000 of insured value.

It's the first sign of a slowdown
in the competition among insurers,
which are now facing a recession
after three boom
years in Chile.

The cutthroat
competition for
alllines of insur-
ance began in, .

1980 when the -

e s and 60 ' 4

Mr. Searle

ended a 50-year-
long state mo-
nopoly on the reinsurance business.

The new law took away the
power of the government insur-
ance authorities to regulate irre-
sponsible pricing and allowed Chil-

[o]e]

ean insurers to tap cheaper inter-
national reinsurance markets. Both
moves allowed insurers to drop
rates.

The average insurance premium
in Chile has declined an average of
50% and as much as 75% in some

"The positive side of the new leg-
islation is that it opened up the
doors to competition, bringing for-
eign know-how into the country
and allowing Chilean insurers to
cover their risks at international
prices," says Jaime Searle, a young
graduate from the American Grad-
uate School of International Man-
agement in Arizona who is Chile's
superintendent of insurance.

"However, we are aware that
cutthroat competition has forced a
dip in tariffs nearing dangerous

00&0-11

levels.”

Insurers in Chile have operated
like insurers everywhere and in-
vested their premiums and loss re-
serves for high
yields. "Com-

>anies are essen-
ially centered m.* w .m
on cash-flow un-

derwriting "

consequent drop
in the value of Mr. Salas
iNnvestments
have taught companies to act more
conservatively."

The insurers can't ignore the eco-
nomic reality in Chile.

"l don't see insurance companies

When the destination is the same,
the means can make the difference.

It's the responsibility of your insurance

broker to negotiate the bEst insurance coverage

for you. To arrive promptly at the right

When the destination is the same, the
originality of the solution can be the means to

achieve a greater end.

insurance market and arrange comprehensive.
economical riskprotection demands talent and
resourcefulness. At Bayly, Martin & Fay, we're
inspired by a commitment to excellence. Using
creative instinct and skill we measure up to the

challenge of finding the approach uniquely
suited to our client.

EXCELLENCE IN INSURANCE BROKERAGE

BMT

Bal/4/, Martin 6 Fay / International, Inc,

CORPORATE HEADQUARTERS: 660 Newport Center Drive / Newport Beach, CA 92660 / TELEX: 692-306
(714) 644-7940

rates up

making profits in the near futur,
whether it is in underwriting or in
vestments, because premiums arj
down, economic activity is dowr
the stock market is down and th,
whole morale of the Chilean popu
lation is down due to high unem
ployment,” said a risk manage
who asked to remain anonymous.

"This recession has stopped th,
tide favoring the development o:
an insurance consciousness, whick
was just beginning to emerge in th¢
country," he added. .

0 put it aunTIy, Chileans weref
quite ignorant about insurance and
were slowly learning to assess their'
needs for risk protection. Com-
panies were also opening their ears
to risk management, but the re-
cession did away with this trend." 1

Risk management, as such, only
exists at a few large Chilean com-
panies. Commonly, brokers are
called in as consultants to provide
corporations with risk manage-
ment services. Companies are

nowadays worried about cutting
down their immediate costs and

will stick with the broker/consul-
tant instead of preparing profes-
sionals capable of understanding,
controlling and financing risks.
In the long
term, this is
much more ex-
pensive. But few
business execu-
tives are think-
ing about the
long term, with
the nation's
gross national
product falling
by 13% this year.
The current

economy stands 5
in sharp contrast *

with the eco-
nomic bonanza
that occurred
from 1978 to
mid-1981 when
the GNP grew

an annual aver-

erty/casualty in- .
surance premi-
ums grew 14%
annually.
The boom in
thhe

business was

supported by the flourishing con-
struction industry and by massive
imports of automobiles. The
number of cars imported jumped to
800,000 units in 1981 from 600,000
units in 1980.

Car imports dramatically
changed the structure of the prop-
erty/casualty market. Ten years
ago, about 90% of the business was

composed of fire insurance. Now,
cars account for 40% of the total

iNmnNdTurancae —

premiums, while fire coverages fell
to barely 30%.

The premiums received by insur-
ers in the good years were rapidly
invested in high-return financial
instruments and in the then-thriv-
ing Chilean stock market. It was
impossible to lose: domestic infla-
tion was under control and
monthly interest rates rarely fell
below 2%.

However, the international re-
cession hit Chile in mid-1981 and
soon began to take its toll. Imme-
diately affected by the recession
was the stock market, which fell to
67 points in July 1982 from a 100-
point base index in December 1980.
Next, the Chilean currency was de-
valued in successive stages to the
present levels of 66 pesos per $1
from a fixed rate of 39 pesos, which
had lasted almost three years.

"Insurance companies suddenly
faced a threefold problem as a di-
rect consequence of the recession: a
drop in the value of their invest-

Continued on facing page
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nts, heavy exchange-rate losses
i a sharp decline in premium in-
ne," said Andres Salas, technical
inager of Chilena Consolidada,
e of the oldest and most presti-
ous domestic insurance com-
nies.

'Property/casualty income dur-
z 1982 will make up only a third
the 8.7 billion pesos written in
81," he says.

Many local insurance companies
e now trying to renegotiate their
iyments to international rein-
rers because their pesos are only
orth half of what they were in
e immediate past.

The Chilean population - of 11
tillion barely spends $20 per capita
i insurance premiums every year.
is a small market that neverthe-
-ss has attracted some noted mul-
nationals. Insurers like Aetna,
NA, AFIA, Pru-
ential, Mercan-
ile, Allianz,
unNmnchaemeaer,
‘okio Marine .1 —
Nnd American =*'ter; A

nternational ;J

iroup are here. -, ,
Importan.t 05:>

Yrokers like
llexander &

ilexander Ser-
,ices Inc., Marsh
k MeLennan Inc., Frank B. Hall &
30. Inc., Johnson & Higgins and
Britain's Sedgwick Group P.L.C.
have a presence in the moun-
tainous country, too.

"One of the attractions is that
Chilean law operates on the princi-
ple that foreign companies may
compete on an equal basis with do-
mestic insurers provided they es-
tablish themselves as Chilean cor-
porations," says Sergio Andueza,
part owner of Andueza y Com-
pania, one of the oldest stock bro-
kerage operations in the country.
The company branched out into in-
surance in 1980 when it sold a share
of the company to Sedgwick
Group.

"However," he adds, "most of the
foreigners are operating as rein-
surers, given the fact that the tech-
nical reserves of the $150 million
per year for property/casualty
business must remain in Chile and
that 52% of another $150 million
generated by life insurance is al-
ready a captive market of the pri-
vate pension fund administration
companies."

Mr. Andueza

The market share of multina-
tionals in the property/casualty
business in Chile is small. Only
Continental Insurance Co., along
with its Chilean partner, Banco
BHC, and Aetna Life & Casualty
Co., along with Banco de Chile,
have a predominant presence with
10% and and 6% of the market re-
spectively.

The three largest insuers are 10-
cally owned. State-owned Instituto
de Seguros del Estado (ISE) has
18%, Consorcio Nacional de Seguros
has 13% and Chilena Consolidada
has 12%.

The local reinsurance market is
dominated by state-owned Caja
Reaseguradora de Chile, which
held a monopoly on the Chilean
market until the 1980 legislation
was enacted.

"We are still the top reinsurance
company in Chile because we know
the market better than any other
company," comments Fanor Vela-
sco, an economist with Caja Rease-
guradora.

"Caja Reaseguradora is the Latin
American reinsurer holding the
largest equity, and our business

-- outside the country has grown sys-
tematically in the past year," Mr.
Velasco adds.

"In any case, multinational rein-
surers control and ship abroad
about 47% of the total premiums
generated by the property/casualty
businesss in Chile," Mr. Velasco
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Chilean regime letting private sector
administer reti rement, health benefits

By JUAN O'BRIEN

SANTIAGO, Chile-The Chilean
experiment in turning the social se-
curity system over to the private
sector appears to be a success.

More than a year after the re-
form, three of four Chileans have
opted to join the new system under
which building one's own retire-
ment plan and structuring an indi-
vidual disability and health insur-
ance program will be the responsi-
bility of each worker.

Workers' contributions of at least
17% of salary are deducted from
their paychecks and deposited by

the employer into a pension fund of
the worker's choice.

RFC

INTERMEDIARIES, INC.

2029 Century Park East

Los Angeles, CA 90067
Phone: (213) 277-3753
Telex: 696184 RFCHQ LSA

Under the new law, employers
pay a diminishing social - security
tax until 1983 when they will be
completely freed from these contri-
butions. Because employers paid
26% of salary under the old govern-
ment-run system, employers have
raised their salaries since the re-
form to cover their new benefit
costs.

Current Chilean workers have
until 1986 to join the new system
rather than stay with the old sys-
tem, under which employers still
must make pdyments. Workers
who join the workforce after 1982
must join the new system.

The Chilean government re-
vamped the national social security

system and entrusted pension
plans, disability insurance and -
health protec-
tion to the pri-
vate sector more
than a year ago.

There were
two incentives 79
for the reform.
First, it was an .
opportunity to
funnel million of
dollars into pri- ,
vate invest- Mr. Olivares
ments, creating
more jobs and promoting growth in
a developing nation. Second, it was
a chance to prove that social secu-
rity could be transformed from a

Our strong suit
Is keeping you covered.

the future.

red tape-ridden scheme into an ef-
ficient and competitive business
that could make profits by serving

clients well.

So far, Chileans have invested
about $500 million in the 12 pension
fund administration companies-
called AFPs-created by the pri-
vate sector to take over the social
security system. Clients also seem
convinced that AFPs offer better
service than the state-controlled
agencies.

Depending on their income,
workers who want to retire with a
larger pension can deposit 10% to

20% more than required into the
AFP.

Continued on next page

You can trust RFC to custom-tailor reinsurance pro-
grams for your maximum protection. Our expertise

in designing, placing, negotiating, formalizing and
supporting programs extends to both facultative and
treaty coverage. Our nationwide offices can expand
your access worldwide. And our years of marketing
and brokering experience help us match you with
partners that not only fit today but are well-suited for

So call RFC. We'll help you button down every detail.

Atlanta Boston Chicago Columbus Dallas Hartford Houston
Los Angeles New York Philadelphia San Francisco
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ur legal
expertise spans the
nation. Just

like your problems.

| he American Law Firm
Association (ALFA) is a
network of over 40 well-
established law firms which
have affiliated to provide
the insurance and business

markets with a geographically
coordinated approach to your
legal needs.

The efficiency of such a
broad member-firm base
allows ALFA to offer you
proven trial and civil litigation
strength with an unparalleled
degree of specialization.
Wherever your needs arise.
And all within an inherently
cost-effective framework of

cooperative research.

Are you an oil and gas company
executive who must purchase

The result of over seven
years of planning and organi-
zation on our part, ALFA's free
directory can now provide you
with a cross-indexed national
legal department overnight.

Contact james H. Killian.
Managing Director.

ALFA

AMERICAN LAW FIRM
ASSOCIATION

120 Broadway
NewYork, NewYork 10271
(212)227-3177

well control insurance? Are you

an insurance executive who must

provide your client with the best
coverage for the money? The

wrong decision could be /

disastrous.

Chile switching to private pensions

Continued from previous page

"The majority of Chilean work-
ers chose to switch to the new sys-
tem because they are aware of its
potential," said Ruperto Olivares,
general manager of CUPRUM, an
AFP that serves workers from
state-owned copper mines.

"Only 25% of the total Chilean
labor force of about 2 million have
remained in the old system, but
they will eventually come to the
AFPs when they discover our plans
are much more solid and profitable
than the old ones," he adds.

Pensioners in state retirement
plans paid thousands of pesos in
contributions, but never got their
money's worth. According to offi-
cial statistics, the value of an aver-
age pension fell by a third between
1970 and 1978, despite adjustments
to meet the rising cost of living.

"The worker now receives a sav-
ings account book to know exactly
how his money is growing and to
know in what kind of financial in-
struments his money is being in-
vested," says Mr. Olivares.

"l think Chile is the only country
in the world that offers this sort of
service," he adds proudly.

A worker who opts for the new
system transfers retirement funds
accumulated in the working life to
an AFP in the form of government
bonds. Workers who do not, con-
tinue under the old system until the
uniform retirement age of 65 for

Bloroutsl|

Well (Intml

Insurance

Management

Blowouts!

Blowouts: Well Control Insuranceand Risk Management is the first manual of its
kind anywhere and is available to you from British American Corporation. This easy-
to-read manual offers the insurance industry the premier opportunity to learn about
well control insurance and risk management directly from experts. Blowouts contains
over 300 pages of text and illustrations which explain cost-saving techniques,

including more than 50 coverage interpretaions. The manual discusses in detail the
options available in well control insurance today, as well as insurance for other oil and
gas operations. This handy desk reference also explains in non-technical language the
basics of oil and gas drilling and the potentials for blowouts.

Othbr topics covered in depth are the impact of industry contracts, analysis of
insured's loss bearing capacity, blowout prevention practices, recent court rulings on
the operator's extra expense policy, specialized endorsements, and underwriting/rating

approaches.

This indispensable reference guide was written by Douglas B. Owen, JD, MBA,
CPCU. Mr. Owen is president of Arthur L. Owen Company, Inc., a Dallas-based
insurance broker specializing in insurance and risk management programs for oil, gas
and petrochemical companies worldwide. He is a. recognized authority on risk
management and well control insurance and has used his expertise to write
Blowouts: Well Control Insurance and Risk Management.
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men and 60 for women.

The new administrators, how-
ever, have come to realize that they
have inherited the headaches and
problems of the old system along
with the funds.

"About 25% of the 1.6 million
Chileans currently affiliated to the
private funds are not paying their
contributions," says Fanor Larrain,
a market analyst for an AFP called
San Cristobal. "This is caused by
the high level of unemployment in
Chile, which is almost 25%," he
said.

In addition, "The bad economic
situation in the
country makes AlilA
many companies 7*--1
postpone their L

they are brought *2

to court,” he A =
contends. The

Nnew lawvw should —+
be improved to Mr. Ruiz
force prompt

payment of contributions, Mr. Lar-
rain cor.tends.

The funds are administered by
the AFPs, which receive a compul-
sory 1036 of the workers' taxable
monthly income for retirement and
another 3% for disability and work-
ers compensation insurance.

The worker also has to deposit
another 4% in a private health com-
pany-called ISAPRES-or those
who wish can continue contribut-
ing to and use,the state's medical
system.

Strict regulations govern the op-
erations of the AFPs to assure prof-
itable and secure returns to their
clients, through domestic invest-
ment in a diversified portfolio. The
law establishes that funds must
have a minimum investment yield
or be dissolved, in which case the
government guarantees the mini-
mum return.

Nine of the 12 pension fund com-
panies operating in Chile were
formed by associations of banks
and insurance companies.

"The reason is obvious," says
Enrique Araos, a lawyer in the bro-
kerage company Andueza y Com-
pania, which is 50% owned by Brit-
ain's Sedgwick Group P.L.C. "The
3% compulsory payment for dis-
ability and survivors' insurance
rapidly attracted insurance com-
panies into the new business."

Mr. Araos contends that the pen-

sion funds are not a very good bz
ness for brokers, considering 1
ties that exist between AFPs a
insurance companies. "Nevertl
less," he says, "the growth of p
miums has been tremendous.”

Life insurance premiums
Chile jumped to $150 million di
ing 1981, a handsome 52% over t
previous year. And this amou
will be boosted again in three ye:
when the first pensioners of t
new system go into retirement.

"At this point, workers will ha
two alternatives (upon retir
ment),"” says Mr. Araos. "The fii
one is to stay in the AFP, acceptii
periodical payments from the cor
pany that will continue admini
trating the fund. The second one
to take the money out of the AF
and buy a lifetime pension in an it
surance company."

Consorcio Nacional de Segun
holds 349% of the life insuranc

market.

Although foreign companies ma
apply for recognition as an AFI
only two multinationals, Aetn
Life & Casualty, associated wit
Banco de Chile, and Continent:
Insurance, associated with Banc
BHC, have an important presenc
in the private pension business.

"The problem is that the Afl
disability insurance was createc
without adequate statistical data,’
contends Mauricio Ruiz, adminis
trative and finance manager o
American International Group':
Interamericana Compania de Se-
guros de Vida, the first insurer tc
open shop in Chile as a 100% for-
eign venture after a 1980 law per-
mitted foreign ventures.

"We do not think the 3% (disabil-
ity premium) rate is sufficient to
ensure a good and stable service in
view of the scant data available and
the high operational costs in Chile."
However, Chilean AFPs are not
paying insurance companies the 3%
contribution they receive from af-
filiates for disability coverage; they
are paying less.

The current rate negotiated be-
tween AFPs and insurance com-
panies fluctuates between 1.7% and
2.6%, according to the competition
for the business. The law only set a
3% rate as a reference, rejecting
further interference in the work-
ings of the free market.

The AFPs keep the difference
between what they pay and the 3%
as additional compensation for
their services .

OUR NAME

RESTS

ON Fm
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Peru: |nsurers now offer terrorism coverage

By CAITLIN RANDALL

LIMA, Peru-Plagued by terror-
attacks, labor unrest, the threat
earthquakes and one of the
irst economies in South America,
sinesses in Peru are demanding

)re insurance coverage.

Peruvian insurers, which under-

ite $250 million to $300 million

nually in premiums, are catering
the growing demand with a new
surance policy against losses
used by terrorism. Earthquake
surance already is widely avail-

,le, although expensive.

The domestic insurers, however,
ay have trouble continuing to in-
ire banks against their extremely
igh losses from robberies.

A new anti-terrorism insurance
olicy was created in May by the
idustry-controlled Insurance
,ssn. (APESEG), which is made up
f Peru's 23 insurers and sets all in-
irance rates, and the Superinten-
encia de Bancos y Seguros, which
versees Peru's insurance business.
'he new policy is almost identical

o an already-established policy for
ets of vandalism and malicious

Lcts.

Brokers says requests for the ter-
orism coverage are pouring in
from buyers
throughout the

country.
"We get about
10 letters a day
and many more
phone calls,”
says Peter Ven-
ard of the Fenix
Peruana Insur-

ance Co. *For-

tunately, insurance companies an-
ticipated the panic and we were
prepared."

Last month, Peruvian President
Fernando Belaunde announced a
state of emergency in Lima for the
first time since 1977.

While figures on property dam-
age caused by terrorist attacks are
not available, Electroperu, Peru's
national electric company, esti-
mates that repeated bombings of its
electric pylons have cost the com-
pany more than $3 million.

It's doubtful that the losses were
insured, according to one broker,
who said that as a rule Electroperu
doesn't insure pylons but does in-
sure property during construction.

Underwriters say terrorist insur-
ance premium rates will depend on
the "risk factor." Hospitals, for ex-
ample, would pay less than embas-
sies or government offices.

The range of rates is from 3 cents
to 6 cents per $100 of exposure for
automatic limits of at least $60 mil-
lion. The obligatory deductible
ranges from $3,000 to $5,000.

The ever-present possibility of
losses from earthquakes in Peru is
covered by a unique earthquake in-
surance plan that is specially tai-
lored to meet the c6untry's unusual
seismic distribution and intensity,
say local brokers.

"Earthquake risk in Peru is com-
pletely different than in other
earthquake zones," explains broker
Carlos Raul Vidal of the Lima bro-
kerage Vidal & Vidal.

In 1976, the state reinsurance
company Reaseguradora Peruana
S.A. created a quota-share treaty
for earthquake insurance that bro-
ken say gives better coverage for a
buyer's money.

Peru's earthquake insurance is
three times as expensive-32.5
cents per $1 of risk-than similar
policies in other earthquake zones,
and offers a maximum insured
limit of $160 million, according to
the insurance association.

Peruvian underwriters are very
selective about the buildings they
hrill insure, setting standards for
construction and contents.

forced to also become more selec-
tive about the banks they will in-
sure against robberies.

European and U.S.-based rein-
surance companies recently threa-
tened to withdraw crime coverage
for local banks due to extremely
large losses.

Since January, 131 Peruvian
banks have been robbed at a loss of
more-than $2 million, according to
the Assn. of Banks in Peru. The
losses were fully insured under pol-
icies with deductibles varying from

$5,000 to $10,000.

The rash of assaults has
prompted foreign reinsurance com-
panies to threaten the suspension of
bank reinsurance if security
doesn't improve by Dec. 31, accord-
ing to Manuel Almenara, president
of Reaseguradora Peruana S.A.

"The root of the problem is that
banks, which are insured virtually
without limits, are issued policies
without warranties," says Mr. Vidal
of brokerage Vidal & Vidal.

Banks don't have to guarantee

that they will implement any secu-
rity measures and although insur-
ers aren't ready to require them,
some banks voluntarily are im-
proving their security programs.

Banks in Peru often own shares
in local insurance companies so in-
surers often are reluctant to impose
strict conditions on bank insurance
policies, Mr. Vidal explains.

Banks have. long received "fa-
vored client” treatment from insur-
ance companies, agrees an un-
derwriter at the El Condor Insur-

INSURANCE

ASSURANCE

ance Co., 40% of which is owned by
the Banco Wiese.

Insurers have, however, recently
hiked their rates in an effort to
force banks to step up security
measures, brokers say.

Of the $250 million to $300 mil-
lion in annual premiums written,
roughly half is ceded to reinsurers
outside the country.

All reinsurance transactions with
foreign and domestic reinsurers
are regulated by Reaseguradora

Continued on next page
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Peruvian regulations criticized by insurers

Continued from previous page
Peruana.

The regulation stems from an
October 1970 announcement by
Peru's socialist-oriented military
regime that all foreign reinsurance
would be channeled through the
reinsurance department of the
Banco de la Nacion, which at that
time acted as the government's in-
surance company.

The October 1970 announcement
stopped Peruvian insurers from
their custom of ceding risks
directly to foreign-based reinsur-
ance companies and forced them to
cede risks that exceeded their re-
tention levels to the Banco de la
Nacion. Banco de la Nacion in turn
placed any needed treaties.

Charges of corruption and mis-
management resulted, fueled by
the fact that the Banco de la Nacion
used only one brokerage firm (Hart
& Robinson in Britain), said Mr.
Almenara.

By 1975, Peru's reinsurance sys-
tem was completely revamped. The
Banco de la Nacion's entire insur-
ance portfolio was turned over to
the state-owned Popular y Por-
venir Insurance Co., which re-
mains the only state-owned insur-
ance company in Peru.

Reaseguradora Peruana then was
officially established as the regula-
tory agency responsible for over-
seeing all domestic and foreign re-
insurance.

Mr. Almenara says in an effort to
compensate for past mistakes, Rea-
seguradora hired no fewer than 17
brokers worldwide to handle

Peru's reinsurance businesss.

"We've brought the number of
brokers down to eight since then,”
Mr. Almenara says.

The. Peruvian reinsurance sys-
tem id based on what brokers here
cal the "R.P. line." Reaseguradora
Peruana (R.P.) was originally
created by insurance companies as
a means of increasing premium re-
tention in Peru. Although the
founding companies now own only
10% -of Reaseguradora Peruana,
with the government owning the
remaining 90%, the system con-
tinues in much the same way.

Companies in Peru fix their own
retention level and redistribute the
remaining risks through a pre-
fixed formula to other local com-
panies. The system works, accord-
ing to one underwriter, because in-
surance premiums are set by the
Insurance Assn.

"If insurance company X knew
that company Y was undercutting
his business by charging a lower
rate, it wouldn't be apt to partici-
pate in a pool to reinsure his com-
petitor," he says.

Mr. Almenara says that while
foreign reinsurance is channeled
through Reaseguradora Peruana by
law, the domestic reinsurance pool
is handled by Reaseguradora
Peruana "only out of custom.”

Some insurers complain that the
domestic reinsurance market
should be controlled solely by the
companies themselves. Mr. Almen-
ara responds that the market is not
sophisticated enough to handle do-
mestic reinsurance placement.

Under law, all the domestic in-
surance companies are owned at
least 80% by local interests.

The establishment of all insur-
ance rates in Peru by the Insurance
Assn. is also criticized. "The APE-
SEG (Insurance Assn.) sets a stan-
dard price for every type of insur-
ance," says Bruce Maynes, produc-
tion and coordination manager of
Johnson & Higgins' Lima office.
"It's basically a cartel."

Insurance buyers cannot turn to
foreign insurers for better prices.
Companies must buy insurance
from a local insurer unless they re-
ceive special permission from the
Superintendencia de Bancos y Se-

guros by showing it is necessary to
buy insurance abroad.

An insurance buyer who Eur-
chases insurance from a foreign in-
surer without permission is subject
to a fine equalling twice the pre-
mium ccst if the insurance had
been bought in Peru.

Companies say they are able to
purchase insurance that is not
available from domestic insurers
from foreign insurers. Charters lia-

bility, protection and indemnity
and more extensive life insurance

policies than are available in Peru
are among policies purchased from
forcign insurers with the permis-
sion of the government.

Despite occasional grumblings
from local insurance buyers, all
agree that Peru's insurance market
is growing and improving.

"In the last 10 years, Perts mar-
ket has completely turned around,"
says broker Mr. Vidal. "It's become
very much more sophisticated.
Granted, we haven't caught up to

the U.S. but we can offer a wide
variety c f policies."

Corpcrate insurance buyers,
which in Peru is most often the
company manager, say that large

corporat.ons spend less than 5% of
their annual revenue on insurance.

The Belco Petroleum Co., for ex-
ample, spends about $600,000 on
numerous insurance policies that
provide upward of $140 million of
coverage, said H.J. Adriani, assis-
tant general manager of Belco.
Companies in Peru buy the

gamut of typical coverages rangi
from business interruption
earthquake insurance.

Liability insurance, however,
practically non-existent.

Peru's insurance underwrite
and brokers say their biggest wor
is the country's economy.

"The economy sinks lower eve

day," says one broker. "Peop
aren't paying their bills, either b
cause they can't afford to or b
cause they're trying to hold the

money as long as possible."
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leru's workers demanding better benefits

By CAITLIN RANDALL

LIMA, Peru-Struggling against
)aring medical costs and critical
vercrowding in local social secu-
ty hospitals, Peru's workforce is
emanding an alternative to gov-
rnment-sponsored health plans.

Some local and foreign-owned
ompanies are responding to the
emands, which have even become
trike issues with unions that say

he government health plans are
vorthless.

"Peru's market is wide open for a
not-too-expensive, not-too-compli-
cated major medical plan,” says
H.J. Adriani, assistant general
manager of Belco Petroleum Corp.,
whose own company recently ini-
tiated a group insurance program
with El Pacifico.

"Insurance companies are begin-
ning to implement excess health in-
surance,"” says one broker. "In a
matter of months, Peru's health in-

surance business will be in a whole

new ballpark.”

The biggest problem with the
government system is overcrowd-
ing. Most Peruvian workers de-
pend on the government program
for ward care in a hospital, medical,
obstetrical and dental care.

Medical care is provided under
either of two social security plans.
Under one, medical care is pro-
vided free of charge in one of the
state-run social security hospitals.

"Unfortunately,”" says Jaime Vil-
laran, a broker with the Lima-
based brokerage Vidal & Vidal,

"unless you have connections, it's
virtually impossible to get admitted
into a social security hospital. The
waiting list is just too long."”

The other plan is a reim-
bursement plan, under which ben-
eficiaries use a private facility and
are reimbursed according to a gov-
ernment schedule. The schedules,
on average, reimburse just 35% of
the actual charges.

Hospital costs have risen by more
than 80% in the last year.

"Frankly, | just can't afford to get

sick," says one worker whose $100
monthly salary is substantially
above Peru's minimum wage of
about $72 a month.

"We've ended up paying for
nothing,"”
U.S.-based company. "For both the
company and the employee, social

security payments are like money
down the drain.”

says one executive in a

Companies pay 3.5% of a salaried
worker's earnings and 6% of a
hourly worker's pay to the govern-
ment social security program for
health benefits. Employees pay 3%
of their monthly paycheck.

Companies offering medical cov-
erage pay an estimated 5% to 7% of
payroll.

Peru's first private employee
benefits program began in 1958
when three foreign-based com-
panies, Standard Oil of New Jersey,
W.R. Grace & Co. and the Cerro de
Pasco Mining Co., established a
basic health insurance program.
The health plan was "literally
translated from a standard U.S.
health insurance policy," according
to underwriter Peter Venard of

Fenix Peruana Insurance Co.

Local companies set up similar
programs in the 1970s to attract em-
ployees after a nationwide salary
freeze was implemented by the so-
cialist-oriented military regime.

The coverage offered under pri-
vate medical plans is very basic, ac-
cording to brokers.

The Belco program, described by
one broker as "one of the best
health policies Peru has to offer,"
provides both health and life bene-
fits. The company's major medical
plan includes a $200 deductible and
a lifetime maximum of $1 million.

Mr. Adriani says premiums for
the major medical plan are split
80/20 between the company and
employee. Rates for individual em-
ployees are $22.06 a month and
$68.65 a month for families.

"It's a good policy for here,"” Mr.
Adriani says, "but when you con-
sider the kind of medical plans
available in the U.S., you realize
how far behind Peru is in terms of
health insurance coverage.”

Belco's life insurance program
provides employees with maximum
coverage of $5,000.

Retirement benefits in Peru are
mostly provided under the social
security system, although retiring
employees are entitled by law to
termination indemnity.

Full social security pensions are
available at age 60 for men after a
minimum of 15 years of contribu-
tion. For women, the retirement
age is 55 with a minimum of 13
years' contribution. The monthly
pension is equal to 50% of the final
average salary plus an additional
2% for males and 2.5% for females
for each year over the minimum
requirement. In each case, there is
an overall maximum benefit of
about $230 a month.

A reduced pension is payable to
workers who have more than five
years' service but don't meet the
minimum service requirements for
a full pension.

cover retirement benefits; employ-
ees pay 2.5% of their earnings.
While in theory the social secu-
rity retirement pension provides a
"nice cushion for a worker's old
age," the average salary in Peru is
so low that any less is "next tc
nothing," one broker notes.

In addition to social security
employers in Peru are required tc
purchase whole life individual liff
insurance policies for each of theii
salaried employees at the end of his
first four years of service. The
amount of the insurance must b€
133% of the employee's average sal-
ary over the preceding four years
Every four years, the policy limits
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Dealing through agents and brokers

Latin American nations

present a variety of risks

By LAURENCE H. GROSS

DALLAS The worldwide
threat of terrorism i3 making risk
managers more aware of the risks
associated with international oper-
ations, but the cultural and political
parterns of Latin America require
special consideration.

To businesses operating in some
Latin American countries, espe-
cially Peru and the Central Ameri-
can nations, military coups and
guerrilla activity may create the
greatest risk to personnel and phys-
ical assets.

n other nations like Brazil,
where violence is less of a threat,
contract payment problems or re-
strictions on removal of profits pose
the greatest obstacles:

Differences in cultural attitudes
and law-enforcement techniques
present the greatest contrasts in se-
curity considerations between
Latin America and other nations,
says Charlie A. Beckwith, presi-
dent of SAS Ltd., an international
security consulting firm based in
Austin, Texas.

'l don't perceive law enforce-
mdant in South and Central
America as being as responsive as
FLropean police:' says Mr. Beck-
with, the retired Army colonel who
led the ill-fated attempt to rescue
hcstages held at the U.S. Embassy
in Tehran, Ilran, in 1980.

‘Terrorism in Latin America
may be less sophistbated than the
European brand, 311: it can be just
as effective.”

Jim Dowality, an administrator
with Control Risks Ltd., a world-
w: de security consul:ing firm in
Washington, D.C., says credit and
contract risks deserve special at-

tention when establishing opera-
tions in Latin Ameriza.

"In the old days, kid-
nap/ransom security evalu-
ations were separated from
political risk considera-
tions," says Mr. Dowaliby
"Now, corporations are in-
terested in evaluations
across the board Kid-
nap/ransom, political risk,
product extortion, emer-
gency evacuation and med-
ical repatriation."

Steve Halliwell, pub-
lisher of New York-based
Frost & Sullivan Inc.'s
World Political Risk Fore-
casts, says the greatest risks
in Latin America are the
ability to be paid for ser-
vices and goods, restrictions
on foreign ownership and the abil-
ity to extract profits from the host
nation.

"With political atmospheres that
are likely to change, the rules can
change with them," says Mr. Hal-
liwell. "The economy could be
sound with a good business climate,
yet we're looking at the likelihood
for change. That's where political
risk analysis enters the situation.”

"Corporate executives tend to
jump on the first thing (aircraft)
smoking and they're off," says Mr.
Beckwith. "To travel somewhere
just for a brief meeting without
some intelligence information is
just plain stupid.”

Although Frost & Sullivan and
Control Risks often have similar
general outlooks on the stability
and political forecasts for a nation,
their perspectives can differ.

While Control Risks prepares re-
ports for underwriters and security
consultant clients, often focusing
on kidnap/ranson and terrorist
threats, Frost & Sullivan assigns
probability percentages to the like-
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lihood of a change in government
in a particular nation over the nex
18 months.

Frost & Sullivan also assigns let
ter grades ranging from A to D foo
forecasts of financial, manufactur
ing/extractive and exporting risk:
for 18 months as well as an overal
five-year risk rating.

Business Insurance asked From
& Sullivan and Control Risks foi
their evaluations of kidnap/ransom
and other political risks in six Latin

American nations. Their analysis
includes:

Argentina

* Frost & Sullivan: The military
junta is given only a 45% probabil-
ity of remaining in power for the
next 18 months, but it says a civil-
ian government may decrease the
probability for turmoil.

Although the short-term outlook
appears to be improving, the long-
term risk evaluation is very poor.
And, though Argentina once was
considered acceptable for Ameri-
can business, the country now has
been assigned the lowest possible
long-term risk rating.

= Control Risks: The internal

political changes generated by the
Falkland Islands crisis renewed
concern about Argentine political
risks. Despite internal political
struggles between military and ci-
vilian factions, overall security ap-
pears reasonably satisfactory.

With the official inflation rate
pegged at 175% and actual inflation
rising to about double that figure,
more street demonstrations appear
likely as the economic crisis con-
tinues. However, there does not ap-
pear to be any popular disposition
to interfere with business.

Dissention within the military is
fast reducing the army's ability to
retain control, and the military has
said it will relinquish control to a
civilian government if civilian fac-
tions are willing to meet stringent
conditions. No civilian faction has
agreed to those conditions, and
there is little likelihood the mili-
tary-civilian disputes will be
quickly resolved.

There is serious concern about an
increase in right-wing terrorism,
which may lead to a left-wing
backlash. If such a backlash occurs,
there probably would be consider-
able effects on business operations.

Brazil

* Frost & Sullivan: The regime
of Gen. Joao Figueiredo appears
strong and is given a 70% probabil-
ity of remaining in power in the
next 18 months. Despite elections
that were scheduled for last week,
there appears to be little probabil-
ity for turmoil. If there are any dis-
turbances, they are more likely to

Continued on facing page
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ur in rural than in metropolitan
as. The risk of kidnap is very
and the business climate-from
curity standpoint-is among the
st favorable in Latin America.
mport and tax restrictions pose
;tacles for business, however.
r example, tax rates on capital
noved from the country are
ich higher than for capital that

nains in Brazil.

» Control Risks: The country is

stable now as it has been in
iny years, despite some tension
aated by last week's elections. Se-
rity of business and individuals is
it threatened at all by the elee-
)ns. Street crimes pose a more se-
,us problem for the U.S. execu-
,e than the fear of kidnappings.
Riots and demonstrations could
:cur if the military were to renege
1 promises of not interfering with
te elections, although there is lit-
e probability of interference.

Chile

= Frost & Sullivan: The regime
f Gen. Augusto Pinochet Ugarte
ppears very stable with an 80%
robability that he will remain in
ower for the next 18 months. Gen.
'inochet had placed too many- the-
,reticians in important govern-
nent posts who were incapable of
he pragmatic aspects of running
he country and he recently has
)een replacing them with more

The nation's financial risk rating
nd the rating associated with ex-
)orting goods are among the most
[avorable in Latin America, despite
:he troubled economy. The number
of bankruptcies in Chile is sky-
rocketing. While Gen. Pinochet is
trying to bolster the sagging econ-
omy, instability could develop with
increasing economic trouble.

* Control Risks: Risk of vio-
lence in Chile is still considered
low, although there are sporadic in-
cidents of violence and guerrilla ac-
tivity. Despite the rebel factions, a
vast majority of the criminal activ-
ity appears aimed at government
installations instead of foreign
business or executives. As the ef-
feet of the government's fiscal pol-
icy bites more deeply, increased
violence is possible. However, the
lack of strength in the guerrilla
movement is likely to turn their
activities into no more than a nui-
sance and should not create a
threat to business.

Mexico

* Frost & Sullivan: Political, fi-
nancial and physical safety factors
have been sliding since the election
of Miguel de la Madrid, the first
Mexican president without a back-
ground with one of the nation's po-
litical brokering groups. Although
Mr. de la Madrid initially appeared
to be following patterns set by his
predecessor, Jose Lopez Portillo, he
now appears to be taking more in-
terest in the reform movement.
Another currency devaluation is
expected within six months and
there is a possibility for a coup
within the next five years if the
economy does not stabilize.

The country is now negotiating
with the International Monetary
Fund for a loan exceeding $3
billion, but increased political tur-
moil is likely even if the loan bol-
sters the economy.

« Control Risks: Despite the
alarmist rumors of political insur-
rection, the only area for terrorist
concerns is the southern border
with Guatemala. Many U.S. indus-
tries in Mexico are based in Mexico
City and farther north, so personal
security from terrorism has not yet

presented great problems.
But other concerns are increas-

created ill social effects, including
so-far peaceful demonstrations.
Yet, even with the IMF assistance,
unemployment is likely to increase

and the loan may only delay the fi-
nancial crisis that seems certain to

occur.

Peru

e Frost & Sullivan: Peru could
be a real trouble spot for interna-
tional business in coming months as
terrorist activity is expected to in-
crease in the southern highlands.
The government of Fernando Be-
launde Terry has a 60% probability
of remaining in power over the
next 18 months, although there
have been noticeable political shifts
within the government toward a
more nationalistic policy.

Peru's financial risk rating-the
risk of a company receiving pay-
ments-was recently lowered. A
possibility of a military coup re-
mains, although there is only a 27%

A Ieadmg
ate

probability of turmoil for the next
18 months.

e Control Risks: The nation has
been an area of continuing violence
and threat, particularly to interna-
tional business concerns. Although
the government has lifted the state
of siege over Lima and police claim
incidents of violence by terrorists
have been reduced, there is no im-
provement in security outside the
capital.

Rebel groups control some towns
and villages, often executing local
businessmen, and further attacks
on U.S. business interests are
likely. General street crimes re-
main a problem and kidnapping
also is more of a concern than in

most other Latin American na-

tions.

Venezuela

e Frost & Sullivan: The govern-
ment of Luis Herrera Campins ap-
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pears to be stabilizing the country,
causing the probability for turmoil
to decline and the long-term risk
evaluation to improve. Elections
are scheduled for late next year
and no significant problems are ex-
pected.

A potential problem may exist
next year over a territorial dispute
with neighboring Guyana. The two
nations had a 12-year moratorium
on the dispute that expired this
year, leaving Venezuela with
claims on more than half of the for-
mer British colony. A medium but
increasing risk factor is placed on
the possibility of Venezuela trying
to seize a portion of Guyana.

| Control Risks: Venezuela is
one of the more stable countries in
Latin America, and the territorial
dispute with Guyana is not ex-
pected to be a serious problem. The
greatest concern is with street
crime, which is very high. New se-
curity measures have been in-

stalled at banks, as required by the
government, to curtail the plague
of armed robberies.

The guerrilla movement has
been nearly quashed in Venezuela
and is unlikely to pose near-term
threats to business.

El Salvador,
Honduras
Guatemala

and Nicaragua

There is a widely held consensus
that these four Central American
nations provide the least-fertile en-
vironment for business and pose
the greatest risk to personnel and
physical assets. While the threats of
kidnaping and terrorism are high,
some governments also impose re-
strictions on currency exchanges
and other business transactions.

Without exception, security ana-

lysts assigned much greater risk
factors in Central America than in

most nations of South America. i
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usiness aircraft have never been built
better and safer than they are to
day. However, due to the complexity
and high performance of these
planes, pilot training is something
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Intelligence networks replace
gimmickry for overseas execs

By LAURENCE H. GROSS

DALLAS-Armed with gadgets
like a bulletproof briefcase that
beeps when it detects a bugging de-
vice and wails like a siren when it's
tampered with, an executive may
believe he's ready to establish oper-
ations in a somewhat-hostile Latin
American nation.

But the glamorous image at-
tached to.electronic gadgetry may
provide a false sense of security to
executives operating overseas.

Security experts say intelligence
gathering, risk evaluation and loss-
prevention techniques have re-
placed the gimmickry once asso-
ciated with protecting personnel
and assets in foreign nations.

"We believe the executive is not

likely to be impressed by the cloak-
and-dagger, bulletproof-briefcase
crowd," says one security consul-
tant. "Despite the apparent glam-
our of this business, security risk
consulting is very straightforward.
It's just another form of advance
strategic planning.”
. Intelligence-gathering capabili-
ties may be the key for corpora-
tions with overseas operations, par-
ticularly when information is gath-
ered in advance of an international
expansion.

"Most management teams are
used to making traditional business
decisions on internal data," says
Timothy J. Walsh, a New York se-
curity consultant. "They are be-
coming newly dependent on out-

11
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side expertise.”

Mr. Walsh, a partner at Harris &
Walsh Management Consultants
Inc.,says although information-
gathering networks may reveal po-
litical problems-like guerrilla ac-
tivities or potential government
coups-in a particular nation, the
intelligence network often reveals
basic obstacles to business.

Mr. Walsh cites as an example
the import-export problems of es-
tablishing operations in Brazil, one
of the continent's most stable politi-
cal environments. Capital goods
imported to Brazil are subject to
heavy tariffs, and monetary assets
leaving the country also are subject
to heavier taxes than capital re-
maining in Brazil (see story, page
68).

"That's just part of the country's
attempt to vertically integrate its
industries,” Mr. Walsh says. "And it
seems to be working."

Although accurate intelligence
data may appear difficult to obtain,
Mr. Walsh cites several potential
sources besides routine accounts in

the media.

"No company drops in from
heaven," he says. "They -have ad-
vance marketing people or regional
offices in the nation being consid-
ered.”

Personnel at the nation's U.S.
Embassy can be helpful, but they
can also be biased in their evalua-
tions, Mr. Walsh says. Some cor-
porations find their local managers
can be the most useful source of in-
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formation.

Because keeping a low profile it
key.consideration in maintainii
security of international oper
tions, more than a dozen corpora
risk managers refused to be quot,
by name about their efforts.

One risk manager for a multin
tional food manufacturing con
pany says he relies heavily on ii
formation from foreign nationa
working at the company's overse;
plants.

"They have a financial intere
in the continued operations of th
facility,"” he says. "The informatio
is frequently used to dispel wh:
we read in the foreign or U.S. pres
They have been invaluable to us."

A risk manager for an interna
tional automobile manufacture
says he uses his bankers to assist il
the information-gathering process.

To evaluate political risks-in
cluding the risk of expropriation o
assets, change in governments 01
terrorism-some risk managir:
have turned to professional intelli
gence services.

Frost & Sullivan Inc. of New
York was among the first com-
panies to establish a worldwide po-
litical analysis service. Information
gathered from sources in 70 coun-
tries is assembled, evaluated and
edited monthly by two Syracuse
University professors. The infor-
mation is then published as Frost &
Sullivan's World Political Risk

Forecasts.

Steve Halliwell, publisherof the
forecasts that are now provided to

gathered by banks, explaining that
it is often out-of-date or unreliable.
He cites as an example the recent

events in Argentina, which most
bankers failed to forecast.

But, he adds, "The Falkland Is-
lands were one of our major boo-
boos, too. While we did not focus on
that specific territorial dispute, we
had estimated a good probability
for disruptions (in Argentina)."

Other risk managers are turning
to specialty security firms, like SAS
Ltd. of Austin, Texas, which will
travel to a specific country to per-
form an analysis of risks.

SAS President Charlie A. Beck-
with, the retired Army colonel who
led the aborted attempt to rescue
the hostages at the U.S. Embassy in
Teheran, Iran, says it is impossible
to evaluate political risks without
sending an advance team to deter-
mine a nation's political climate.

"If you think | can call the shots
in Argentina while sitting here in
Austin, you're obtuse," he says.
"You can waste a lot of money on
intelligence and intelligence opera-
tions, but you simply cannot trust
an armchair analysis."

While a company cannot always
anticipate the international inci-
dents that can affect business, secu-
rity experts say intelligence can be
used to determine the general
safety of personnel and assets over-
seas. It can also be used to deter-
mine what type of risks a com-
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iy's operations are likely to en.-

Inter.
Por example, Control Risks Ltd.,
worldwide security consulting

m, says that although guerrillas
Latin American nations like

ru and El Salvador have at-

-ked businesses and businessmen,

are have been few, if any, attacks

business in other Latin Ameri-

n nations, like Brazil.

Jim Dowaliby, a Control Risk:

ministrator in Washington, say.:

ief executive officers generally
ive lost their naivete about inter-
itional security problems. Mos.

Iw seek to control the risks and

:posures that overseas operations

eate.

"Some companies and industries
em to be very well-prepared for
ie overseas crisis. For example.
ie petrochemical and pharmaceu-
cal industries as a whole have
,ng been aware of international
roblems," says Mr. Dowaliby.
Some corporations are not as well-
iformed.”

Mr. Dowaliby says several key
omponents contribute to the anal-
sis of a client's overseas risks: the
ompany's current security struc-
ure, including the establishment of

crisis management team; the his-
ory of previous incidents or at-
acks; and the corporation's general
,rofile or image.

Security consultants, while not-
ng that the makeup of crisis man-
agement teams varies depending
)n corporate structure, emphasize
the importance of having a group

crisis occurs.

A team usually includes four to
eight corporate executives, prefera-
bly those who do not travel fre-
quently and those with responsibi-
lities that could easily be assigned
to others if a prolonged crisis were

to occur.

Although a typical team is hard
to describe, most security experts
say it will often include a financial
officer, a member of the corporate

legal staff, an operations executive
and internal as well as external se-
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curity consultants.

“we've found some circum-
stances where there is a crisis team
in place-and that's great. They
even had a plan for action," Mr.
Beckwith notes. "But they never
made a dry run through a simu-
lated incident. If there had been
trouble, there would have been
pahdemonium.”

Another way to control losses
overseaS IS to train executives and
support personnel who travel or
work oVverseas. Mr. Beckwith's
firm, for example, puts executives
through a tw6-day training course
to prepare them for overseas opera-

tions.

Mr. walsh of Harris & Walsh and
other security experts say that the
connpany'S profile or public image
is an obvious, but often overlooked,
elernent in analyzing foreign risks.

vyou have to consider the ordi-
nary vulnerability of the product,
items like normal exposure to
theft,” Mr. Walsh says, "but the in-

herent value of an asset must be
evaluated. If you are producing
gold salts, you obviously are a
much more likely target than if you
were manufacturing paper bags."

Evaluating the corporate profile
should be more than a one-shot
study of the worth of the com-
pany's products and the visibility of
the corporation through its market-
ing efforts. Mr. Walsh says the
evaluation must be ongoing to in-
terpret the corporate profile in re-
sped to new governments and po-
litical changes.

The size of the local workforce
employed at a foreign plant, the
public image of the corporation in
the host nation, the cash flow from
the operation as perceived by
locals, the amount of travel by for-
eign-based executives and the
number of U.S workers in the na-
tion all must be evaluated and
rated in a corporate profile, secu-
rity consultants say.

Mr. Dowaliby of Control Risks

Announcing
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says although multinational cor-
porations used to view overseas
risks as vulnerable to several dif-
ferent types of threats-like kid-
nap, expropriation cif assets, politi-
cal risks and evacuation of person-
nel-companies now consider them
as part of an overall risk evalua-
tion.

Security experts also advise their
clients who buy political risk and
kidnap and ransom insurance to
keep the purchase of such coverage
as secret as their research-and-de-
velopment projects.

One Florida-based security firm
rebuffed all inquiries from Busi-
ness Insurance, saying that its eli-
ents expected it to keep the same
low profile that it advises them to
maintain.

Vincent J. Borelli, a senior vp at
Marsh & McLennan Inc. in New
York, would not reveal the number
of clients that now carry kidnap
and ransom insurance, explaining
that the data has become so sensi-

tive that insurers underwriting the
coverage will list premiums under
a miscellaneous category rather
than reveal how much K&R cover-
age they provide (BI, Nov. 15).

Mr. Borelli says underwriters are
underwriting most of the K&R and
political risk coverages that are re-
quested, but if the preponderance
of risk factors is too great, the in-
surer will place extremely restric-
tive conditions on the policy.

"An underwriter would be fool-
ish not to take into account both in-
ternal security (of the company)
and external conditions," he says.

M&M's Mr. Borelli notes that se-
curity firms should be used for the
pure risk analysis and loss-preven-
tion aspects of working overseas.

"The first thing that executives
have to recognize is that kidnap
and ransom insurance is no substi-
tute for protecting personnel and
assets," he says. "The first thing is
to protect people and their fami-
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Berlin risk management conference

By STACY SHAPIRO

WEST BERLIN-As the world-
wide recession tightens its grip on
European nations, companies are
turning to sophisticated risk man-
agement techinques to cut losses
and save money.

For example, Eurcpean risk
managers are closely examining
the savings from using captive in-
surance companies. They are ocn-
sidering higher deductibles, self-
funding and the use of bank ser-
vices instead of traditi)nal insur-
ance. They are seeking unbundled
services and tailor-made insurarce
packages from sheir underwriters.
AnNnd, they are presenting more
complex risk management analyses

to top management

European companies trying

to reduce insurance costs

Ati of :hese subjects, and many
more, were raised at the 12th An-
nual Insurance and Risk Manage-
men- Corference last month in
West Berlin.

In fact, risk management has
grown so much in Europe in the
past year, the term risk manage-
mert was added the title of the con-
ference for the first time this year
The change may have been partly
responsible for the record atten-
dance of 300 people, of which 309
were risk managers.

The conference proved that risk

management has spread across the
Atlantic and even crossed the Iron
Cur.ain. Conference participants
came from the United States, Brit-
ain, France, West Germany. ltaly,
Switzerland, :he Scandinavian na-
tions, Hungary, Poland and Yugo-
slavia.

Some risk management problems
are common around the world,
conference members learned.

For examfle, budget-conscious
risk managers everywhere wan:
low premiums and fear tha. today's
rock-bottom nsurance prices will

soon rise. However, they also real-
ize that if the- current competitive
market cycle persists, some un-
derwriters could fold.

But, higher premiums will not
solve all the problems that insurers
are now facing, said Gustaf Hamil-
ton, risk manager for the Statsfore-
tag Group in Stockholm, Sweden.
"Even the insurer must be more ef-
ficient to reduce his costs of doing
business and increase his financial
services. Otherwise, his clients will
disappear."

Premiums have already in-
creased in Sca idinavia, Mr. Hamil-
ton told the conference, and it ap-
pears they are starting to rise in
other nations, :oco.

Fire insurance rates could rise

more than 25% in West Germany

g4

next year, conference participa
said. And business interrupti
premiums are already prohibi
vely expensive in France, s: 1
Alain Pavy, insurance manager i
France's Rhone-Poulenc. i
The solvency of insurers in 2
most every nation can affect sor
multinational insurance progran
said Robert E. Feer, vp of Switz€
land General Insurance Co. Ri
managers at multinational cor'
panies should be very careful thi
the insurers and brokers they u,
to form such a program will 1

around to pay catastrophic claim
he advised.

"There is a need for continuit
(of coverage) in all multination{
i ," sgid Dr. F
"The Tisk' managets attending th
conference said they are also loox

ing for more innovative coveragest
"My expectations in insuranc

concepts are products that are flex'
ible, adaptable and conform t
changes in risks," said Werne
Wchimming of Bavarian Moto
Works.

"l would like to see more flexibl,
calculation models, experience rat
ing with a balance between premi
ums and claims, retrospective rat
ing in setting premium levels, more
extensive self-insurance rules
higher rebates and self-retention.

'The insurer must be ready and
able, corresponding to changes to
the internal organization of a com-
pany," he said.

The role of the risk manager is
becoming more important in Eu-
rope, participants also agreed.

"A risk manager steps in up-

stream from insurance and inter-

venes as and when the risk arises,"

said a French representative dur-
ing one of the conference's many
discussions. "A tailor cannot make
a suit unless he has the leg mea-
surements of the suit. How can an
insurer write something when he ,
does not know what the risk man-
ager wants?"

One major problem facing Euro-
pean risk managers is that the rules
of the game are different in almost
every country. Swedish companies, 1
for instance, are not allowed to own
captive insurers, although that situ- {
ation may soon change, Mr. Hamil-
ton said.

It was fitting. that the interna-
tional risk management conference
was held in Berlin, a city that
serves as a gateway between the
Eastern bloc and Western Europe
and that has a heritage as a major
insurance capital.

The conference was held in the
German "center of insurance,” ac-
cording to Elmar Pieroth, a West
German senator who spoke at the
opening of the meeting.

Before World War Il, he ex-
plained, almost every German in-
surance company was headquar-
tered in Berlin. Six insurers are
still based in the city, he said.

Berlin's unusual status-a demo-
cratic and capitalistic city sur-
rounded by a communist country-
gives special significance to risk
management.

Although West Berlin must trade
with its communist neighbors to
bolster its economy, there is no rea-
son why international companies
should shy away from doing busi-
ness in the city, Mr. Pieroth said.

"There is no risk to committing
yourself to Berlin," he explained.
"It is secure-more secure-than
most European cities. It is strategi-
cally placed. We are surrounded
but have the special expertise of
East/West trade.

"In insurance, as elsewhere, we
have to cooperate and communi-
cate in the Eastern power blocs. We
must not underestimate or overesti-
mate Eastern trade relations,” Mr.
Pieroth commented.



Aultinational packages
equire careful planning

NEST BERLIN-Beware of jab-
rwocky when searching for a
iltinational insurance program.
'This is the 150th birthday of
wis Carroll (author of 'Alice in
onderland’),” said Robert E.
er, vp of Switzerland General
surance Co. of Zurich.

"But we of the insurance world

ght not to delight in his memory

making this a Mad Hatter's tea
rty."”

There are several ways risk man-
:ers can avoid the pitfalls of mul-
ational insurance programs, Mr.
aer told the members of the 12th
Nnnual Insurance and Risk Man-
fement Conference.

"It is essential that an overall
nilosophy of insurance be devel-
ed and approved by your board
[ directors," he said, adding that
t is preferable for the insurance
rogram to be regionalized."

For example, U.S. exposures
nould be under one general pro-
ram because of the complexity of
ifferent state regulations.

Britain and the, Commonwealth
Lations could be lumped into one
egion, as well as Europe, Asia, etc.,
ie said.

One insurer and/or broker with
. ffices or contacts around the
world can usually provide the ser-
gice needed.

"But beware the untested broker
and insurer. Do not be a partner in
his first global exposure,” said Mr.
Feer. "There is no point for you to
pay for the education of your in-
surer.

"Beware who you use-no in-
surer should use any other cur-
rency than the currency of the
home policy,"” he said. And all
transactions should take place in
the currency of the company's
home office.

Companies needing multina-
tional insurance programs are in-
clined to pick large brokers, which
is not a bad idea, Mr. Feer said.

But make sure the broker has
grown because it has increased its
business production, not just be-
cause it has merged with others, he
suggested.

Insist on an executive in the bro-
kerage to work on your insurance
program.

"Otherwise, there is no point if a
broker gets a novice for training on
your program,”" he said.

When choosing insurers for the
program, make sure these com-
panies are willing to front for the
policy anywhere in the world. "A
carrier who cannot front itself
ought not to be underwriting in the
first place," said Mr. Feer.

Make sure the broker can service
your policy properly. "The buyer
should ask the broker to go through
the risk management exercise,
which separates the strong from
the week," said Mr. Feer. Has the
broker thought of the offbeat risks,
like political risks without physical
damage, fidelity risks, vermin
risks, fear of contamination of
products, currency losses and
shareholders' protection?

A multinational insurance pro-
gram can also become lost in the
translation of different languages if
different nations use different defi-
nitions for the same terminology.
The buyer and the insurer should
understand and accept the same
definitions.

When forming a program, make
sure that individual factors are
taken into account. Retention
levels vary, depending,on the type
of risk involved and whether a
captive is being used. Deductibles
will vary, too.

Even if all these things are ac-
complished, a multinational insur-
ance program-or any programe-
can fail, Mr. Feer explained, if:

« There is a lack of management
commitment on the part of the
company.

= There is a failure to assign re-
sponsibility to various divisions of
the company.

= There are misunderstandings
by key people, like safety or loss-
control engineers.

« Company personnel are not
adequately trained in the company.

"There is a need for continuity,"”
said Mr. Feer. "There is a 10-letter
word-asbestosis-which is realiz-
ing company failures, lawsuits,
counter lawsuits. You must make
sure that your insurance carrier
and your insurance program will
be here and be responsive up to 40
vears frorm mow.™ .
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Industry undergoing 6 revolution': Cox

WEST BERLIN-"Insurance is
undergoing the growing pains of
the second Industrial Revolution,”
according to John Cox, president of
INA Corp.

The "pains" have surfaced in the
recent spate of acquisitions that has
swept the industry, he explained.

"In the last two years, there has
been more merger and acquisi:ion
activity than at any other time in
the history of financial services in-
dusti-y," Mr. Cox told the 12th An-
nual Insurance and Risk Manage-
ment Conference held in West Ber-
line last month. "The merger of my
own company with Connecticut
General Corp. to form a new crea-
ture called CIGNA Corp. is a nota-
ble example.

"And this is just the beginning,”
he explained.

For example, the ongoing dere-

gulation of the U.S. banking indus-
try could prompt insurers to buy
banks and become "one-stop shops"
for financial services, he said.
Money access cards, like those al-
ready used for automatic bank tell-
ers, could someday enable buyers
to get insurance policy information,
make coverage changes, receive
price quotations and transfer the

funds from their bank accounts to

pay for the extra coverage-all at a
touch of a button.

"Some large companies and se-
curities firms will be able to make
cash withdrawals, insurance pay-
ment and investment transfers
with one corporate credit card,”
said Mr. Cox.

Computerization is also "revolu-
tionizing” the insurance industry,
Mr. Cox said. The industry is cur-
rently adding data processing

WILL
YOUR

OVERSEAS
BUSINESS

equipment at a rapid pace, which is
hurting profit margins now but will
increase them in the years to come,
he said.

The insurance industry now uses
600,000 computers, not including
desk models, he said, and predicts
that by 1985, the industry will use
more than 1.5 million computers.

Technology has also changed the
way insurance companies do busi-
ness with risk managers, Mr. Cox
added.

The risk manager-insurer rela-
tionship now goes beyond simple
insurance buying. It embraces cap-
tives, paid-loss retrospectively
rated plans and self insurance. Risk
managers are now able to see the
details of their loss data on com-

puter terminals offered by insurers
like INA.

"By using our personal comput-

ing facility, our software and/or
writing his own computer program,
the risk manager can do sophisti-
cated analysis, which was impossi-
ble a few years ago," Mr. Cox com-
Inented.

The 21st century has already ar-
rived for the insurance market, Mr.
Cox stated.

"It is here now in the sense that
changes have occurred in our mar-
ket that already give us a firm out-
line of the markets in 2010," he ex-
plained.

Despite the changes that technol-
ogy has had on the market, the
most rapid changes are being made
in the Third World countries, Mr.
Cox explained. The risks there are
growing in value every day, along
with economic problems and the
sentiment against foreign owner-
== F a8 gF— _ - -
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German firms

want right to us
foreign insurers

WEST BERLIN-West Germ
risk and insurance managers w:
the government to drop its restr
tion on placing coverages with fc
eign underwriters.

The risk managers are lobbyi,
the government to ratify the s
called "freedom of services"” 6
rective issued by the European E
conomic Community that sa:
companies in EEC member cow
tries should be allowed to plac
coverage with any insurer based i
any Common Market nation.

The directive has been ratifie
by all EEC members except Franc
and West Germany.

"We, the insurance buyer:
under the Treaty of Rome, hav
the right to accept the EEC law an
put it into effect,” said one Wes
German risk manager who at
tended the 12th Annual Insuranc
and Risk Management Conferenc
held last month in West Berlin. Th,
risk manager asked that his nam,
not be used because he did not wan
to to antagonize the West Germal
Insurance Supervisory, which reg
ulates insurance in the nation.

"It is an old law that set up thc
Insurance Supervisory," he said
"The idea when it was enacted in
1901 was to be protective-to pro-
tect the insurance buyer.”

But the supervisory recently ex-
tended the law, he continued, to
make it illegal for foreign insurers
to settle claims in West Germany.

That rule "is the most ridiculous
thing in the world," the risk man-
ager commented. "Of course, some-
one from a foreign insurance com-
pany has to come here to settle
claims.”

The Insurance Supervisory
strongly opposes ratification of the
EEC directive, its president said.

"The European community,
whose aim is to create a common
market, is posing new problems for
insurance supervision," August
Angerer told the conference.

"In the case of unrestricted free-

dom of services, the German Insur-
ance Supervisory would see endan-
gered the interests of the in-
sureds. . ." he said.

"The Insurance Supervisory
fears that if there is freedom of ser-
vices, it would lose its power," the
West German risk manager later
responded.

Conference participants were so
upset by Dr. Angerer's remarks
that they called a special session to
discuss the EEC directive.

During the session, they drafted
a letter urging ratification of the di-
rective to be sent to the new West
German Chancellor, Helmut Kohl.

"The participants at the 12th In-
ternational Insurance Conference
organized by Management Center
Europe-representing European
industry, insurance companies and
brokers operating internationally
-note with concern that freedom
of services for insurance in the Eu-
ropean market has yet to be
achieved,"” the letter begins.

"The Treaty of Rome laid down
that freedom of services would be
established by the end of the (Com-
mon Market's) transition period
(which ended in 1970). All efforts
undertaken by professional bodies,
governments and the European
Commission with a view to adopt-
ing a coordinating directive have so
far resulted in failure.

"A general political decision
needs to be taken at the govern-
ment level if a way is to be found
out of the present conflict. The de-
gree of integration already
achieved by the economies of Eu-
rope requires that within the Euro-
pean community no restrictions be
put upon trade and industry with
regard to choice of underwriter.” «
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nsurance systems differ in Eastern Europe

TEST BERLIN-Commercial
personal risks are insured in
and, Hungary and Yugoslavia

the "good of the people,”
e officials of these three nations

insur-

Nnd, the Soviet satellites have
iblished several different types
insurance companies and pools
:over these risks, they told those
ending the 12th Annual Insur-
:e and Risk Management Con-
ence held earlier this month in
st Berlin.
n Poland, for example, domestic
urance is written solely by Pan-
wy Zaklad Ubezpieczen (PZU),
cording to Dr. Eugeniusz
-oinski, director of economic in-
ranee for the monopoly insurer.
Another company, Warta, under-
ites all coverage for interna-
,nal risks and issues all reinsur-
ce in Poland, he said.
The Polish government requires
at all cooperative and privately
vned farms carry several types of
surance, and all automobiles in
e nation must also be insured, Dr.
.roinski said.
"It may be said that if the given
nd of insurance is useful to the
ajority of the economic units or
arsons or when the public welfare
emands it," the government is
kely to make the coverage man-
atory, said Dr. Stroinski.
State-owned companies do not
ave to purchase insurance, but the
overnment has purchased cover-

ge for these companies almost.

ontinuously since World War Il.
"This results from the fact that

he state and cooperative firms
iave considerable ecoriomic self-

lependence and they operate or.
he basis of full economic account-

ng," he said. "Insurance protection
ias ensured more efficient com-

iensation of losses.”

The coverages are not necessar-
ly the same as in the West, he said

ror example, one all-risk policy
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Do you need to dis-
tribute copies of arti-
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can cover an entire state industry.

Group life insurance benefits are
paid to the survivors "irrespective
of the cause of death,” said Dr.
Stroinski, adding that group life
coverage has quickly become popu-
lar.

"Poland's social security system
also guarantees working people
and members of their families
keeping a certain level of liveli-
hood" after they retire or they are
disabled, he said.

In Yugoslavia, commercial poli-
cyholders are banded together in
what resemble mandatory self-in-
surance pools to cover their own
risks.

Eight

and five

"insurance communities”
"reinsurance communi-
ties" offer coverage to Yugoslav
businesses. The pooling arrange-

Join a select few in the first annual UCLA Insurance Law

ment was set up under various Yu-
goslavian acts, including the Foun-
dation of the System of Property
and Persons Insurance Act.

"Such pooling is being performed
on the principles of mutuality and
solidarity," said Nedjeljko Podrug,
assistant- general manager of Sla-
vija Lloyd Insurance of Yugoslavia.

The pools replaced Yugoslavia's
insurance industry in 1974, he
added.

Each pool writes coverage for a
certain type of risk or industry.
The pools are managed by labor or-
ganizations or other Yugoslav so-
cial groups, said Mr. Podrug.

Although companies must join

the insurance and reinsurance.

communities, property coverages
and personal lines coverages are
not mandatory in Yugoslavia, he

said.

The only risks that may be in-
sured outside the country are ma-
rine liability risks, new buildings
and export risks, he said.

Hungary's insurance market is
controlled by a government-owned
monopoly:

"The insurance enterprise of the
state covers the insurance demands
of economic organizatons, other
legal personalities and private per-
sons," said Dr. Eva Ebli, managing
director of Allami Bizosito in Buda-
pest, the state-owned insurer..

The company also distributes
loss-control instructions through
state and social organizations, she
said.

Each Allami Bizosito branch of-
fice is an independent unit, she
said, marketing its own policies and

settling its own claims.

The insurer serves three broad
markets, Dr. Ebli said:
< Providing fire,
other coverages for Hungarian in-

dustrial and retail companies.
= Providing crop and livestock
insurance for the nation's farms.

liability and

= Providing personal lines cov-
erages like auto and property in-
surance and both individual and
group health and accident insur-
ance.

The company also has an "exten-
sive" international presence by
covering export and import risks,
said Dr. Ebli.

"The backbone of our services
consists of meeting the mass de-
mands in insurances by providing
combined policies with favorable
premiums,” she said. .
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Swedish risk manager hoping for changef

By STACY SHAPIRO

WEST BERLIN-Scandinavian
risk managers may someday fund
their companies' losses by tak.ng
out bank loans rather then buying
insurance, says Gustaf Hamilton,
risk manager for Statsfore:ag
Group, a manifacturer based in
Stockholm, Sweden.

Mr. Hamilton eiplained to those
attending the 12th Annual Insur-
ance and Risk Management Con-
ference in Wes: Berlin that obtain-
ing a bank loan could be considered
"post-funding” a loss, while pur-
chasing insurance is a form of "pre-
funding,”

Post-funding would be more eco-
nomical, he said. because funds

would only be dispersed at tne time
the loss occurred.

However, there's a hitch in this
plan, Mr. Hamilton admitted. "It is
difficult to get an agreement from a
bank to give me a loan if there is a
loss," he said. "But when you have
insurance. you are always sure that
they will pay you for a loss."

AlthoLgh banks may never re-
place insurers, Mr Hamilton hopes
to see other changes in Scandina-
vian risk management. He wants to
see underwriters tailor more pro-
grams for specific clients. He would
also like additional unbundled ser-
vices from insurers and brokers
and more self-insurance capabili-
ties.

And, Mr. Hamil.on is waiting for
the day when his Swedish-based
company can form its own captive.

"We are not permitted in Swe-
den to own a captive right now," he

said. "But, we will probably be able
to in 1984. There is a commission o."
state searching for the solutions.
The answer from them may come
next year and we think in 1934 E
will be OK to form a captive."

It will not be difficult convincing
top management, either, that a cap-
tive insurance company is a good
idea. Statsforetag's board of direc-
ton looks at its risk management
operations as a profit center that is
just as important as the rest of the
company's operations, Mr. Hamil-
ton said.

"Top management will always be
interested if it is a question of
profit,"” he explained.

The concepts of risk manage-
ment have spread to Scandinavia
from the United States over the last
several years, said Ulf Nordblad,
managing director of Skandia R.sk
Management Ltd. of Sweden

"There is more risk management
in Scandinavia than anywhere else
in Europe,” he said. "We are just
stressing the word 'management’

"The risk environment is always

changing. Now 31€ have to worry
about wh te-collar Drime, computer
fraud, etc,"” he centinued.

But if -isk management is car-
ried out properly, it can overcome
any exgosure,Mr. Nordblad
pointed out. "Eisk management
ideas ha,-e been implemented in
large industries in Scandinavia, so
maijor losses have decreased."

Mr. Hamiltcn's risk manage-
ment departmer. t at Statsforetag is
a good e> ample of how such a de-
partmeni should work, said. Mr.
Nordblad.

In 1977, witt. the help of Mr.
Norblad'; company, Mr. Hamilton
set up the risk management depart-
ment at Statsfore.ag Since then,
risk management has been in-
cluded in year. end financial re-
ports as a separa:e department.

Mr. Hamilton's department acts
as a type of in-company insurer. It
places coverages or self-insures
each Stasforetfg operating unit's
risks and hopes, through control-
ling losse: and wise investment pol-

ieies, to turn a Frofit a: the en,
tne year.

"We are a pro.'it center and n
make an annua_ report " said j
Hamilton. "We have nct seen j

cther-Ennual resort like this in

Some 01 the profit the risk m
agement department makes is u
as incentive p:ymen:s to suk
diaries that properly centrol tt.
risks, said Mr. Hamilton. 1

"l stress loss prever.tion. It i
more .mEortan: to al. systemt'
stress -his. and | travel around]
the subsidiaries and make ri

nalyses and examine their pf 1
ormirg techniques.

"If I have foind a grave risk’
may say, If you do no: reduce t
risk, y ju -vill have no :noney fri
me th.s year.' Thatcan be a t
blow," »he said.

In 1981, Mr. Hamiltont risk m:
agemeit depannent earned a pro
of $1.E m:llion. About $ 1.4 milli2
was distributed as dividends to sub,
diaries, while the rest was retainl
for loss. reserve, he said.

Task force to draft new PBGC legislatior

By JERRY GEISEL

WASHINGTON The Labor De-

partment will play the lead role in
developing new legislation to shore
up the nation's pension insurance
system.

AN interagency task force,
chaired by Jeffrey Clayton, admin-
istrator of the Labor Department's
Pension and Welfare Benefit Pro-
grams Office, will try to draft a biB
to prevent firms from dumping un-
derfunded pension plans on to th
Pension Benefit Guaranty Corp.

Normally, the PBGC would de-
velop legislation that affects its in-
surance program, but the agency'.
influence has declined in recent
years. Also, the PBGC played |h
lead role in drafting the last major
piece of pension legislation: thE
Multiemployer Pension Plan
Amendments Act.

That 1980 law imposed enormous
new liabilities on employers leav-
ing underfunded multiemployer
plans, a fact few employers gr:sped

washington

it was enacted ir August 1980.
Since then, many employers,
particularly small companies that
think the PBGC is too closely tied
with groups that represent large

firms, fe: r any prcposal that comes
from the PBGC.

Truck rim rules

The Occupational Safety and
Health Admin.stration has pro-
posed new rules tc protect workers
servicing singl=-piece truck tire
rms.

The danger inolved with ser-
vicing a singlka-piece rim and
multipiece rims, as well is the
sudden release of air within the
tire. The force of the pressurized
air, whe-1 suddenly released, can
throw a 200-pound rim assembly 30
feet into :he air.

Under the ru.es. the tire's valve

core must be removed before the tir
is taken off the rim to Ensure con-
plete deflation. Also, tires can orl
be mounted on compatib.e rims wid
match:ng bead dameters.

Crime insurance i

Louisiana is the latest state ir

grhich federal crime insurance it
available.

Sm;11 businesses and resider.ts
can purchase the burglary and rcb-1,
bery insirance through licensed
property.insurance agents or bro-]
kers. The plan, availakle through'
the Fede:al Emergency Manage-
ment Agency, has a $15,000 limit.

Rates for the program, which is
offered in 29 oiher sta-.es and tne,
District of Columbia, are based on
overall metropolitan crime statis-1
ties, so the cost is the same in an
area's subirbs and inner city.

MARINE INSURANCE

INLAND MARINE
ALL CLASSES

OCEAN MARINE
'ALL CLASSES

OFFSHORE RISKS
ASPECIALTY

NewYork Marine Managers Inc.

Underwriters and Managers representing American Companies
123 William Street, Ne'v York, N.Y 10038

Phone: 212-349-1600 Telex: 129200NYMM NYK

Procucer inquiries invited.



Vew York man taking on 467 insurers

ntinued from page 2

'If all true parties in interest

ire named by plaintiff, most of -

s world's wealth would be con-

dled by the named defendants,"

3 lawsuit states.

Representing himself-the attor-

y he had hired to file the suit

ed of a heart attack in September

Mr. Moore has petitioned the

urt to have himself declared the

presentative of a class that in-
ides every U.S. citizen.

If he wins the-$21.6 million in

mpensatory damages he is seek-

g, he will keep only about $2 mil-

)n, Mr. Moore says. The remain-

.r will be placed in a trust that.

'ill "fund projects to protect rights -
,f both U.S. citizens and foreign
Ltizens."

; Mr. Moore also seeks "a mini-
ium" of $1 billion in punitive
images that would go into the
.ust

The whole affair began in April
969, when Mr. Moore says he ac-
uired the Columbia School of
;roadcasting franchise in an agree-
hent with Telfon Communications
:orp., which managed Columbia
intil Telfon was declared bankrupt
n1971. -

The agreement was reached
ifter Mr. Moore's attorneys, the
irm of Broad, Khourie & Schulz of
ian Francisco, negotiated a
iumber of disputes Mr. Moore had
with Telfon over the retail price of
.adio announcing courses and other
matters.

When further disputes arose be-
tween Mr. Moore and Telfon, the
law firm allegedly informed Tel-
fon's management that it would
bring -a retail price-fixing antitrust
suit against Telfon on Mr. Moore's
behalf unless the company bought
back Mr. Moore's franchise for a
"multimillion-dollar” amount.

Mr. Moore further alleges in his
suit that Telfon's president, Wil-
liam A. Anderson, coerced him into
making threats against Telfon dur-
ing four telephone conversations
allegedly recorded by Mr. Ander-

On July 6, 1970, Telfon filed suit
in U.S. District Court in San Fran-
cisco to terminate Mr. Moore's
franchise contract; citing Mr.
Moore's threatened antitrust action
and alleging "extortion and black-
mail" attempts by Mr. Moore
against Telfon.

Mr. Moore then had Broad,
Khourie & Schulz file a $7.2 mil-
lion antitrust counterclaim against
Telfon, along with a separate law-
suit against Mr. Anderson and Tel-
fon that alleged invasion of privacy
and violation of federal wiretap
laws in the alleged recording of the
telephone conversations.

On Nov. 12, 1970, a federal judge
ruled that Telfon's extortion and
blackmail accusations be "forever
stricken” from the record in the
company's civil suit.

Both the Telfon suit and Mr.
Moore's counterclaim were even-
tually dismissed due to "lack of
prosecution," according to the latest

Risk manager
at Zayre dies

FRAMINGHAM, Mass.-Robert
Shedd, corporate treasurer of
Zayre Corp., is acting as risk man-
ager until a replacement is named
for Dermot B. Moylan, who died
Oct. 27.

Mr. Moylan, 47, had been with
Zayre for more than 15 years. Pre-
viously, he was risk manager with
Amerada Petroleum Corp. and as-
sistant risk manager with J.J. New-
berry Co., both in New York City.

He was a member of the Massa-
chusetts Insurance Buyers Society,
American Society of Insurance
Management and the American

suit.

In July 1975, Mr. Moore lost the -

invasion-of-privacy suit after a 12-
day jury trial. He appealed that de-
cision, but in early 1978 a federal
appeals court upheld the jury's ver-
diet.

Mr. Moore then filed a $7 million
suit against his former attorneys-

from all further liability in the

case.

A federal judge later granted a
motion to enforce the settlement,
but Mr. Moore's appeal of that deci-
sion is pending.

Thus, the stage was- set for Mr.
Moore's latest lawsuit.

The current suit names all of the

Broad, Khourie & Schulz-in June defendants in the previous lawsuits
1978, alleging negligence and- with some additions, among them

breach of contract -in their han-
dling of the invasion-of-privacy ac-
tion.

Nearly three years later, Mr.
Moore.agreed to a $110,000-settle-
ment offer made on behalf of the
law firm. After a federal magistrate

approved the settlement, however,
Mr. -Moore withdrew from- the

the 467 companies alleged to have --
insured or reinsured the other de-

fendants.

The suit alleges that 11 of the de-
fendants-including Broad,
Khourie & Schulz; Telfon; and Tel-
fon's attorneys-"conspired and
colluded. . .to inflict malicious, in-
tentional harm on plaintiff” in.

agreement, claiming the $110,000 seeking to cancel Mr. Moore's fran-

only settled a portion of the suit
and refusing to release-the firm

chise contract.

The other 475 defendants are ac-

Become an expert in risk
management through

PRACTICAL

RISK

cused of colluding to cover up the
"insurers' and principals' alleged
liability to Mr. Moore for the ac-
tions of the other defendants.

Citing "12 years of legal frustra-
tion,” Mr. Moore. has asked the
New York court to do "everything
within its power to discourage 486
firms of attorneys (representing the

defendants) from unduly delaying
this case" with "creative" motions

to dismiss.

The dismissal motions filed thus
far are fairlystraightforward, how-
ever.

Rein, Mound & Cotton, a New
York law- firm representing 30 of
the named insurers, including Tel-
fon's insurers-Maryland Casualty
Co. and Great American Insurance
Co.-is filing a motion to dismiss on
the grounds that Mr. Moore fails to
state a cause of action and had no

MA 1TVAGEMENT

Zzz:SL

GOODS,N TAA/SIT

The reference of the professionals,
yet usable by the beginner
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FORMAT: Two loose-leaf binders, 81/2 " x 11"
9 supplements and many revisions annually.
Contents kept continually current.

CONTENTS: Management guides to:

Record keeping
Company policy
Valuations

How to bid insurance
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Self-insurance
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tinguished panel of working advisers.

Prial —

direct contract with any of the in-

Alan J. Rein, a partner in the
firm, added that he did not know
what kind of insurance policies
Telfon purchased from Maryland
Casualty or Great American.

Law firms representing other de-
fendants are filing similar grounds
for dismissal.

Neither Mr. Anderson nor repre-
sentatives of Broad, Khourie &
Schulz could be reached for com-
ment on the case.

Nevertheless, Mr. Moore, who
says his sole source of personal in-
come is now Social Security disabil-
ity benefits, is determined to con-
tinue with his action:

"l think we were all put on this
earth for something, and- ap-
parently this is what | have been
rut here for."™ -

What they say about it:

"The most concise and informative text that we

g [ —— b~

— Risk Manager

"Represents a monumenta/ amount of work and a

windfall of information.”

L Editor

"Practical Risk Management is the class of the

e <3 _

"We refer to it regularly.”

— Director of Insurance

-Insurance Agent

"in the short time we've had the handbook it has

more than paid for itself."”

-Broker

"/'ve subscribed to Practical Risk Management
for a few years and find it the only worthwhile
publication in the field. /'ve recommended it to my
c/ients and to others in the insurance industry.”

- Broker

Price: Two binders with all topics to date:

FirSt yg%se%@%?y(§ab9§m?%ﬁ yr(%lasggo%?age on binders outside U.S.A))

El Please bill(Add $10 handling)
1 Check payable in US $ to:

PragticalRisloblanagement o

1 Send a Subscription to:

NAME

COMPANY
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Proposed solutions to asbestos crisis outlinec

Continued from page 3
any other available benefits.

There would be notime limita-
tions on the filing of claims. Family
members and others who develop
asbestos diseases because they come
in contact with people who have
been exposed to asbestos fibers also
would be compensated.

INn return for the settlements, no
claimant could sue any of the par-
ties participating in the arbitratio i
plan.

The second proposal, to dump al
asbestos claims into the federal

bankruptcy court, was suggested by
Leslie Cheek lll, vp for federal af-
fairs for Crum & Forster, at a Sen-
ate committee hearing on the Fed-
eral Bankruptcy Act of 1978.

The proposal calls for a "Chapter
11 shelter” to be created for as-
bestos defendants through an
amendment to the bankruptcy law.

The amendment would direct
the U.S. Bankruptcy Court for the
Southern District of New York,
which is hearing the Manville reor-
ganization petition, to:

« Take jurisdiction of all co-de-
fendants and their insurers in any
asbestos-related claim in which
Manville is a defendant.

« Appoint special masters to de-
velop rules for deciding the basis
for insurance coverage for claims
and the proportionate share that
defendants would have to pay to
victims.

- Create a trust fund for paying
pending and future asbestos-re-
lated claims to be funded by peri-

odic payments from co-defendants
and their insurers.

* Make the trust fund the exclu-
sive source of recovery against any
of the co-defendants or insurers.

The amendment also would give
bankruptcy judges the same salary
and tenure as federal court judges,
so that they could consider the

claims filed against non-Manville
defendants.

Mr. Cheek says that the pro-
posal will assure uniform national
rules governing insurance coverage
and apportioning liability for as-
bestos-related damages. It would

IRl makes foreign insurance
as Eimiliar as

domestic insurance<.__

It takes aspecial kind of
insurance company to clear/y
explain tbe differences be-
tween foreign and domestic
insurance to producers and
insureds. A company that bas
insured qualified properties
since 1890 and currently
underwrites some 50,000
properties in over 60 coun-
tries. A compiny called IRI.

IRI knows that experience
and attention to detail are
essential when preparing and
servicing international insur-
ance programs. That's why we
created the IRI Corporation.
This international organiza-
tion is staffec with muilti-
lingual nationals who

, KNnow

local

custonns,

«» currency,

business

practices,
and

engineering regulations. On-
the-spot field engineers provide
service from locations based
as geographically close as pos-
sible to insured properties.

IRI coordinates local (or

admitted) coverages
with standard

American con-

tracts into a Mas-

ter Policy. This

simplifies paper-

work, plugs possible

gaps in coverage,

and permits proper

local policies to be issued in
those countries where re-
quired. In short, IRI can help

determine the right combina-
tion of local and U.S. insurance

IRl monitors
business situa-
tions abroad as

closely as ones
at home.-
Whether it's
Peoria or
Paris, our
a expertise
provides

you with
the best in-

surance con-

tract at a

competitive

cost. We

carefully
plan all the
deta-Is back

here so you can easily under-
stand everything that's going
on over there. And through
the international affiliates of
our member companies, we
have access to any country
with a free enterprise system.

To find out more about bow
IRI makes foreign insurance
as familiar as domestic insur-
ance, contact tbe nearest
IRI Production Manager.

Eastern Region, Chet Bladek
Hartford, CT

(203) 525-16Ql

Western Region, Dick Waugh
Chicago, IL
(3 1) 663-4050

Pacific Region, Ed Breedlove
San Francisco, CA
(45) 434-3356

The moreyou know aboutlRI, the moreyouknow about
commercial and industrial property insurance. ri
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I'nsurers

dramatically reduce legal expent
he says.

In addition, the changes would
made through amending pro,
dural laws rather than making a
substantive changes in tort
workers compensation law, A
Cheek said.

"We believe that timely use
the procedural aspects of fedel
bankruptcy law to resolve the i
surance coverage and other E
bestos-related issues would obviE
the need for changes in substanti
law which might have unpredic
able and perhaps undesirable co
sequences," he added.

Eugene R. Anderson of the Ne
York law firm of Anderson, Bake
Kill & Olick, suggested creating
superfund that would compensa
claimants with contributions froi
asbestos companies, their insurel
and the U.S. government.

He proposes that the fund coul
be administered by the Social Sect
rity Administration.

Legislation would be required t
bring in the government and th
Social Security administration, Mi
Anderson says.

Superfund contributions fron
the asbestos industry would com,
from three markets and generall:
be based on market share.

The first to be tapped would bc

companies that mine asbestos
After their contributions are ex.

hausted, fabricators would be
tapped.

If more unpaid claimants re-
mained, asbestos applicators, like
contractors, would have to
pay,

In all instances, these contrib-
tuions would be indemnified by all
insurers on a particular company's
risk from the time of a plaintiff's

exposure to asbestos through mani-
festation of the disease.

Mr. Anderson acknowledged-
that there might be a problem in
getting cooperation of plaintiffs’
lawyers to any of the suggested
plans.

"It's fair to say that everybody
I've talked to is receptive to finding
a way of bringing asbestos litigation
to an end, except the plaintiffs'
lawyers," he said.

'"They are immediately put off by
proposals doing away with their
50% or one-third contingency fee."

While these three proposals are
only in the discussion stage, they do
differ significantly on how insur-
ance coverage questions will be dis-
posed of.

Mr. Cheek's proposal assumes
that after the bankruptcy act is
amended, the extent of coverage
will be a federal question that the
Supreme Court willlikely review.

Mr. Anderson, whose firm rep-
resents Keene Corp., which has
won in court coverage from all its
insurers from the time victims

were exposed to asbestos through
the time the disease manifests it-
self, would like the same theory to
apply to his superfund proposal.

While the arbitration plan lends
itself to insurers that favor the ex-
posure theory of coverage, com-
panies that espouse the manifesta-
tion theory could still participate
but continue to litigate the cover-
age question without being subject
to bad-faith suits or punitive dam-
ages or being forced to disclose evi-
dence aiding plaintiffs' cases, the
plan says.

Also researching solutions to the
asbestos litigation problem are con-
sultants Hamilton, Rabinovitz &
Szanton of Los Angeles, Center for
Public Resources Inc. in New York

and Rand Corp. in Santa Monica,
Calif.

They were hired by insurance
companies and trade associations to
pursue alternative solutions. .



ompanies consider defense

hile attorneys for defendants
sbestos litigation met in New
c recently to discuss new ways
Jttle claims, they discussed an-
:r proposal to pool their re-
ces to cut costs.

he proposal, which is still under
ussion, calls for the establish-
it of a national committee that
ild oversee asbestos litigation

defendants.

he committee would be com-
acl of representatives of defen-
its and their insurers, who
ild select the counsel to defend
iviaual claims. The representa-
:s on the committee would also
ermine whether cases would be
d or settled.

1 single counsel would represent
defendants named in a particu-
action.

The purpose of such a committee
uld be to cut down on the sub-
ntial defense costs facing as-
:tos defendants while further
)rdinating defense efforts.

Aalpractice

By JOHN MILLER
LONDON-Medical malpractice

surance costs for more than
10,000 British doctors will rise
tarply next year.

The Medical Defence Union in-
nds to raise the premiums doctors
ay for coverage by more than 44%
, 195 pounds (approximately $316)
er year for fully qualified practi-
oners, compared with 135 pounds
5219) this year and 120 pounds
;194) in 1981.

Even with the increase, the doc-
irs will be paying far less for mal-
-ractice coverage than British law-

,ounds ($2,205) next year for cov-

iety's plan.
The Medical Defence Union, a

ilso provides legal advice for its
members, is raising its malpractice
:nsurance rates because of a large
increase in malpractice claims.

Doctors or insurers paid out 3.66
million pounds ($5.93 million) in
1981, compared with 1.77 million
pounds ($2.87 million) in 1980. De-
fense costs related to medical mal-
practice claims rose to 1.66 million
pounds ﬁ$2.69 million) in 1981 from
1.07 million pounds ($1.73 million)
a year earlier.

Increased publicity of large med-
ical. malpractice awards and more

legal aid for plaintiffs are blamed
for the increase in claims.

The expenses of the committee
and the attorneys, as well as pay-
ment of jury verdicts and settle-
ments, would be shared by the
companies that agree to the pro-
posal. Those companies would also
share in any cost savings.

As a hypothetical example, it was
suggested that such a committee
could cut defense costs by as much
as $25,000 to $90,000 in a case where
20 companies are named as defen-
dants.

Defendants say the proposal
could reduce the number of attor-
neys employed by defendants, re-
duce duplication of effort and cen-
tralize important information com-
mon to the defense of .asbestos
suits.

It could also reduce in-fighting
among defendants, avoid piecemeal
settlements that put improper
pressure on the remaining defen-
dants, reduce meritless suits and
encourage settlements in cases that
are meritorious, the proposal reads.

ool

Extremely high defense costs is
one of the major causes of the fi-
nancial problems facing asbestos
manufacturers. The 15 or 20 com-
panies most often named in as-
bestos suits have generally failed to
coordinate defense strategies, often
hiring their own attorneys and
causing unnecessary duplication of
effort and expense.

Defendants' and insurers' single-
biggest need "is to put their own in-
terests aside for the common good,"
says E. Judge Elderkin, an attorney
for Fibreboard Corp. with the San
Francisco law firm of Brobeck
Phleger & Harrison.

Individual defendants must be
willing to surrender control to the
group, he says.

Whle in some cases, the use of a
national committee may mean a
higher payment to a plaintiff than
if a defendant acted individually,
in the long run the proposal would
reduce defense costs and non-meri-
torious claims, Mr. Elderkin says. m

premiums rise in Britain

"Legal aid is now in full swing in
the U.K. and is readily granted to
claimants," the Medical Defence
Union says in a report. "Recent
substantial increases in the finan-
cial thresholds for eligibility for
legal aid have led to estimates that
about 70% of people in average
households now qualify for them.

"The publicity over large awards
for personal injuries seems to gen-
erate more claims. Expectations of
medicine may be unreasonably
high, so that disappointment turns
into bitterness and then into litiga-
tion.

"Patients and their relatives gen-
erally took the attitude in the old
days, when something went wrong,
that doctors did their best, so it was
'no one's fault, just bad luck.’
Today, the issues of fault or liabil-
ity often predominate."

The increase in malpractice
claims has also been attributed to
coordinated actions by groups of
plaintiffs, like thalidomide victims.

In addition, the Medical Defense
Union says that part of the increase
can be attributed to changes in
medical care. It explains that the
use of group health centers in
which a large number of doctors
can treat a patient makes errors
more likely.

The malpractice settlements
reached in the past year include a

156,000-pound ($24:¥,000) payment
to the family of a man who died
before he could be properly treated
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Dominion Insurance Companyof America

A strength in the United States market

127 John Street, New York, N.Y. 10038
Telephone: (212) 635-2700 TWX: 710-581-3981

for malaria; a 175,000-pound
($283,500) payment to a woman
who developed severe neurological
trouble after complaining of a stiff
neck; and a 55,000-pound ($89,100)
payment to a person after a doctor's
sloppy handwriting caused an in-
correct prescription to be sold. i
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ARE YOU SIGNING
A BLANK CHECK
FOR YOUR INSURER?

E&Et clients don't. Only E&E offers claims-based
hospital utilization review by medical professionals,
so that every check is *countersigned".before theclaims
process even begins.

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 5216; 886-6800
Dallas: J. M. Bransford (214) 221-2584

* Specializing in all forms of life,
acctdentandhealthreinsurance.

FACULTATIVE/TREATY

Underwriting and loss adjusting intermediary
for LLOYDS of LONDON for over 30 years.

+ Stop Loss for Self-Funded Employee Benefit Plans
* Stop Loss for Aviation Workers' Compensation

i Catastrophe Excess Treaties

m Special Risks - Admitted Uability

m Aviation Accident - Group Travel

JOHN W. PARKER, JR.
SAMUEL W. DOUGLASS, Il

11 Life

DEBORAH PERNA
WILLIAM R. GUCKES, JR.

(116.ni,L.lizil*Prilri.i;11;11:1Mli

1760 MARKET STREET
PHILADELPHIA, PA 19103

Offices j *Yollt, Dallas, Coral Gables.London, Parls, , . .
“*Rifan and other piincipar cities woddwide. ./
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RESOURCE INSURANCE SERVICES, INC.

UNDERWRMNG AGENTS

Excess/Surplus Lines and Reinsurance

" Specializing in all forms of
Excess and Surplus Lines Insurance

for the Petroleum Industry.”

- Physical Damage (Land & Offshore)
« Control of Well Coverages
« Political Risk Coverages

« Comprehensive General Liability

- Umbrellas and Excess Liabilities

" Dealing through

Agents & Brokers only"”

11 Greenway Plaza, Suite-2216, Houston, Texas 77046
(713) 960-8395 Telex: 792116

Benefit costs rise in 1981: Survey

Continued from page 3

Others whose costs increased as a
percent of payroll were food, bev-
erages and tobacco, 37.5% from
36.4%; chemicals and allied prod-
ucts, 43.4%from 43.3%; rubber,
leather and plastic products, 37.1%
from 36.7%; stone clay and glass
products, 38% from 37.8%; ma-
chinery, 38.5% from 38%; electrical
machinery, 37.6% from 36.9%; pub-
lic utilities, 41.9% from 41.3%; in-
surance companies, 38.5% from
37.6%; hospitals, 31% from 29.6%;
and miscellaneous non-manufac-
turing industries, 32.9% from 32.7%.

Benefit costs as a percent of pay-
roll stayed even or dipped in nine
industries.

Benefit costs in the petroleum in-
dustry, where profits have sharply
declined because of stable oil
prices, dropped to 44.6% of payroll
in 1981, down from 48% in 1980.

Despite that sharp decline, the
petroleum industry still spent more
on employee benefits than any
other industry. (The wholesale and
retail industry spent the smallest
percent of payroll on benefits at
30.6%, down from 31.3% in 1980.)

Benefit costs also dropped in the
metals industry, which was hurt in
1981 by the recession. For example,
in the primary metals industry,
benefit costs dropped to 43.3% from
45.1%, while the fabricated metals
industry reported average benefits
cost of 37.9% of payroll compared
with 39.4% in 1980.

A reduction in pension contribu-
tions was the major reason benefit
costs as a percent of payroll de-
clined in the petroleum and metals
industries.

For example, among all com-
panies surveyed, pension costs in-
creased an average of 4.7%, rising
to $950 per employee in 1981 from
$888 in 1980.

However, pension costs in the pe-
troleum industry, which still re-
corded the highest pension costs
among industries surveyed,
dropped to $2,467 from $2,507, a
1.6% decrease. Similarly, employers

O1*r Property Loss
Experts knom the

Importance
oftime.

in the fabricated metals industries
decreased their pension contribu-
tions to $754 per employee from
$769, a 1.3% drop, and pension con-
tributions in the primary metals in-
dustries Sell to $1,006 from $1,031,
down 2.5]6.

In con:rast, the costs of offering
pension benefits increased most in
the printing and publishing indus-
try, where the cost hit $991 per em-
ployee in 1981, up from $784 in
1980, a 14% rise.

Pension costs also rose substan-
tially in three other industries: tex-
tile prodicts and apparel, $273 per
employee, up from $225, a 21.3% in-
crease; hospitals, $547 from $467, up
17.1%; and electrical machinery
equipment and supplies, $730 from
$650, up 12.3%.

Industries with the highest pen-
sion costs in 1981 besides the petro-
leum industry included public uti-
lities, $2,027 up from $1,872, a rise
of 7.6%; and chemicals, where the
pension cost dropped to $1,225 from
$1,257, a slight dip of 2.5%.

Industries with the lowest pen-
sion costs included the textile in-
dustry at $273, up from $225; the
wholesale and retail industry, $308,
up slightly from $298; and the in-
struments and miscellaneous man-
ufacturers, $483 down from $608.

All industries were hit with
higher Social Security taxes in
1981, a key factor in escalating ben-
efit costs. The cost of paying FICA
taxes among surveyed employers
jumped to $1,123 per employee in
1981, up from $954, a 17.7% in-

The higher Social Security costs
were the result of a Jan. 1, 1981,
rise in the FICA tax to 6.65% of the
first $29 700 from 6.13% on the first
$25,900.

Social Security taxes are now
many companies' most expensive
employee benefit, followed closely
by health insurance plans and pen-
sion plans.

And the cost of Social Security is
expected to climb again next year
when Congress considers a package

At Brown Brothers, we respect the clcck. By
handling a property loss quicker, we save our
clients money not to mention a few grey hairs.
So we'll be on the scene of a property loss day

and/or night, and in the thick of things through-
out settlement negotiations. In fact, for multiple
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and surplus lines adjusting, self-insurance, and
large or special risk claims, Brown Brothers has
a way to save time right now: Call us first.

Call the adjusters yo** can depend on.
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BrownBrothers Adjusters

Home Office: 545 Sansome Street, San Francisco, CA 94111 « (415) 392-2825

License 8-137

TELEX: San Francisco-34-472 - Honolulu-63-4266 - Los Angeles-67-234

of proposals to prevent the St
Security system from running
of cash. One of those proposa
bound to include an acceleratio
future payroll tax increases.
ready, the wage base for Social
curity is rising to $35,700 in 1983
from $32,400 in 1982.

Group health and life insura
costs rose in 19 of the 20 indust
classifications surveyed; ti
dipped slightly in the prim
metals industry.

Insurers have been no more s
cessful in controlling health c
costs among their own employ
than other employers have be
according to the survey. Insurt
employee insurance costs, wh
includes health and life insurai
premiums, jumped to $875 per e
ployee in 1981 from $688 in 1975
27.2% increase.

Health and life insurance co
also rose more than 20% in fo
other industries: hospitals, $643 1&
employee from $521, up 23.4
stone, clay and glass produc
$1,278 from $1,041, up 22.8%; ru
ber, leather and plastic produc
$1,144 from $941, up 21.6%:; ai
chemicals and allied product
$1,271 from $1,051, a 20.9% i

The biggest spenders for er
ployee health and life insuran,
benefits include: the transportatic
equipment industry, which spei
$1,600 per employee, up frof
$1,462 in 1980, a 9.4% climb; tt,
fabricated metals industry, $1,52
down from $1,580, a 3.4% decreas,
and the petroleum industry, $1,51
per employee in 1981, up fror
$1,427 in 1980, a 6.1% rise.

The smallest spenders wer
wholesalers and retailer at $622 pe
employee, up from $582; the textil
industry at $654, up from $606; an,
the hospital industry at $643 fron
$521.

Among all industries surveyed
health and life insurance costt
climbed an average of 12.9%, witt
the per-employee cost increasing tc
$1,073 from $950.

Corporate profit-sharing plans
took a beating as profits tailed off
last year as the recession deepened.
Profit-sharing contributions
dropped in 11 industries and
climbed in eight. In the hospital in-
dustry, profit-sharing contributions
stayed even during the last year at
just $15 per employee.

Among the 20 industrial classifi-
cations, profit-sharing contribu-
tions also stayed even at an average
of $192 per employee.

Other highlights of the Chamber
survey include:

- Benefit costs, as a percent of
payroll, were the highest among
the nation's largest employers and
lowest among small employers.
Companies with more than 5,000
employees paid 40.1% of payroll for
benefits, while firms with fewer
than 500 employees spent an aver-
age of-36%.

< Ninety-nine percent of em-
ployers contributed to health and
life insurance plans in 1981, com-
pared with 100% in 1980.

- Eighty-three percent of sur-
veyed employers contributed to
sick leave plans in 1981, compared
with 80% in 1980.

- Twenty-one percent of em-
ployers in 1981 contributed to
profit-sharing plans, down from
22% in 1980.

- Employers in the United
States last year spent an estimated
$485 billion on employee benefits,
up from $435 billion in 1980, an in-
crease of 11.5%.

Copies of «kEmployee Benefits: 1981"
are available from the U.S. Cham-
ber of Commerce Survey Research
Center, 1615 H St. N.W., Washing-
ton, D.C. 20062. The cost is $7 for
single copies. Discounts are avail-
able for bulk orders. Prepayment is
requested.



lodel rating bill opposed

tim£ed from page 1

ternative to the eight different
e laws already passed. Itis a
ice for those states that feel
n rating in workers compensa-
will benefit their marketplace.
The National Assn. of Indepen-
t Insurers, which says it has a
, minor problems with the
iel bill, generally feels the di-
tion of the NAIC draft bill is
rect and worth supporting.
Under the model bill, which in-
idual states could adopt, work-
compensation insurers would be

,hibited from agreeing on rates

Jurrently is allowed.

rhe NAIC model bill also limits

the activities of advisory organi-

,ions, imposes a uniform classifi-

.ion plan and experience-rating

m and mandates insurer partici-

tion in residual markets.

I'he model bill further declares

at advisory organizations may

bmit only "pure premium"” fil-
gs, with no provision for ex-
nses, taxes or profit.

Rates filed by individual insurers
.iay contain provisions for contin-
incies and an allowance permit-
ig a reasonable profit."

But, "in determining the reason-
)leness of profit, consideration
iould be given to all investment
ferne attributable to premiums
id the reserves associated with
iose premiums."

Although the bill prevents insur-
rs from agreeing with one another
r with an advisory organization on
ny rate, rating plan or rating rule,
jey may cooperate "as needed to
evelop and maintain a uniform
lassification and statistical plan.”

Much of the argument from op-
,onents of open rating has centered

,Nn the effect it would have on the

ndustry data base.

To protect the data base, every
workers compensation insurer, the
bill says, must record and report its
experience and statistical informa-
tion under a uniform plan ap-
proved by its state insurance com-
missioner.

J. Michael Low, Arizona insur-
ance commissioner and chairman
of the NAIC task force, said one of
the' most important features of the
bill is that it makes it illegal for in-
surers make dividends to employ-
ers conditioned upon renewal of an
insurance policy or contract.

"As it is now, the insurer has
control over final price," Mr. Low
said.

The mandated experience rating
plans must have reasonable eligi-
bility standards and adequate in-
centives for loss prevention.

"The whole philosophy of work-
ers compensation is workplace
safety and the bill says the insurers
must provide for sufficient pre-
mium differentials so as to encour-
age safety," added Mr. Low.

If the model legislation doesn’'t
pass through the NAIC committee
channels in Dallas, it will be for
"political reasons," says Mr. Low.

He said he resents the behind-
the-scenes lobbying of state com-
missioners and by staffs of those in-
surers opposed to switching from
an administered pricing system to
one of competition.

"It's short-sighted and | think the
eight separate competitive-rating
state laws pose a far greater threat
to the lack of uniformity and re-
porting requirements to the data
base than this bill," he said.

Even as late as early last week,

Mr. Low said he would fly to New
York to meet with the American

Insurance Assn.'s subcommittee on

CU offers to pay settlements

Continued from page 3
third/two-thirds basis.”

CU wrote a $1 million primary
policy and a $10 million first um-
brella policy, part of a $101 million
line of general liability insurance
for Hallmark and subsidiary
Crown Center Redevelopment
Corp., which owns the hotel.

Until earlier this month, CU
steadfastly maintained it had never
been asked by Hallmark to defend
or settle any claims in the disaster.
Without a request from its policy-
holder, CU said it would have been
irresponsible to join Hyatt's insur-
ers in settling claims.

But on Nov. 9, attorneys for Hall-
mark wrote Commercial Union re-
questing the coverage.

Hallmark waited more than 15
months to seek indemnity from its
insurers because it felt Hallmark's
$101 million in insurance was
designed to be excess of Hyatt's
$201 miillion for hotel operations.

But after the one-third/two-
thirds formula was ordered, says
Hallmark Associate General Coun-
sel Judith A. Whittaker, "We told
all of the carriers we expected
them to comply with the order."

Judge O'Leary's order, however,
does not specifically say whether
the one-third/two-thirds formula
applies only to future settlements
or to past claims as well.

Judge O'Leary said last week
that he will clarify his order at a
Nov. 24 hearing during which he
will also hear pretrial arguments in
Hyatt's request for clarification of
coverage for punitive damages
under the insurance policies.

If CU's coverage were applied to
claims already settled under
Hyatt's $201 million line of cover-
age, CU's limits would be ex-
hausted almost immediately and
Hallmark's next excess insurer,
Fireman's Fund Insurance Cos. af-
filiate American Insurance Co.,
would be obliged to pay one-third
of future costs. If CU's coverage is

applied only to future payments,
American's obligations under its
$50 million line would be delayed.

Northbrook Excess & Surplus In-
surance Co., which already has
paid out the entire $25 million of
coverage it provided Hyatt in an
excess umbrella policy on top of
Hyatt's $1 million primary liability
policy issued by Occidental Fire &
Casualty Co. of North Carolina, is
not asking for a one-third contribu-
tion by CU toward prior settle-
ments, which would bring it back
into the settlement process.

Instead, Northbrook is maintain-
ing at least a right to claim for in-
terest on money it paid out more
quickly than it would have if CU
had contributed from the start.

A\ trio of excess insurers above
Northbrook in the Hyatt line are
paying settlements under a $25
million limit. Underwriting man-
ager Baccala & Shoop Insurance
Services, which is handling the
payments, has already paid about
$8.2 million in claims and has made
offers to settle other claims.

Columbia Casualty Co., a subsidi-
ary of CNA Financial Corp., is the
next excess insurer in the Hyatt
line after the three insurers repre-
sented by Baccala & Shoop.

Columbia wants CU's contribu-
tion to apply to paid settlements,
which would delay exhaustion of
the Baccala & Shoop layer and,
hence, postpone or reduce any
amounts it would ultimately have
to pay.

Meanwhile, U.S. District Judge
Scott 0. Wright has given disaster
victims or their families until Jan.
4 to say whether they wish to be
included in a class-action suit he
certified Oct. 29.

However, a group of plaintiffs’
attorneys representing seriously in-
jured victims is appealing the latest
class certification.

Judge Wright has scheduled a
trial for Jan. 10, but that could be
delayed by the appeal. .

workers compensation to try to
quell the fears of opponents and
explain the bill and its provisions.

"The top selling point to this bill
is that it's an alternative," said Mr.
Low. "We're not saying states
should adopt it, but if they are
thinking about competitive rating
for workers compensation, this is a
measure that could be adopted.”

But some, like the Alliance of
American Insurers, say approving
the model bill would be tantamount
to agreeing the NAIC bill is the
"best” when no one knows if that's
true. Said Steve Milliken, an associ-
ate vp with the Alliance, "Maybe
the NAIC should make the lan-
guage in its bill available to states,
but we caution them against sane-
tioning model legislation without
knowing how it will work."

But the PIA's Patricia Borowski,
director of state government af-
fairs, says that her members have
been clamoring for a uniform
model bill for states where a com-
petitive rating bill seems inevita-
ble.

"If the industry is really con-
cerned about protecting the data
base and uniform reporting of
losses, they ought to get behind this
bill," she said. "That's the practical
reality."

To date, Oregon, Minnesota,
Michigan, Kentucky, Arkansas, Il-
linois, Rhode Island and Georgia
have changed their laws to force
workers compensation insurers to
compete against one another rather
than file rates together through
rating organizations.

All the laws differ in some way
from one another.

INn addition, Arizona, Alaska,
Hawaii, Maine, Wisconsin, Vir-
ginia, Colorado and New Mexico
are currently considering changing
their laws to allow for some type of
competitive rating for workers
compensation insurance. -
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OFFSHORE & CAPTIVE
INSURANCE COMPANIES 1

For years Landmark has been actively involved in the performance
of feasibility studies for corporations, associations and agents
interested in the formation of an offshore insurance company.

Our work is performed efficiently, confidentially, with your
desired goals foremost in our minds. Our staff is prepared to assist
in all aspects of risk management planning offshore.

Additionally, through offices in the key offshore insurance locales,
Landmark offers insurance management services for companies in
existence or formed by us.

We would be happy to send you a comprehensive kit with full
information, updated and complete. Please enclose $5.00 to cover
costs of handling and mailing.

IAND/VIARK

THE LANDMARK INSURANCE GROUP, INC.
Post Office Box 676 « Oklahoma City, OK 73101
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Room 1003
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General Adjusters in Property Claims

Experienced Adjusters serving
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and Surplus Lines Clairrs.

- Member -
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Continental Underwriters, Ltd., known specialists in the
marine insurance field, now offer excess marine liabilities for

qualified assureds through agents and brokers nationwide.

Call or write for a copy of our brochure-Continental Under-
writers, LId., "Who We Are, What We Can Do For You."

Firms increase D&O limit

Continued from page 1

experience, defense costs and in-
surance coverage. Three hundred
U.S. companies reported a total of
515 claims.

For the first time this year, the
report also includes an analysis of
specific D&O policies.

Among the most significant find-
ings in the 1982 report:

- About one out of 10 of the
1,350 Fortune-listed companies will
have a D&O claim in 1982.

= The increase in frequency of
D&O claims is leveling out, but the
severity of claims continues to
climb.

* Premiums paid on D&O cov-
erage in 1982 average about 28%
below premiums paid in 1980.

* The fastest-growing U.S. com-
panies pay 25% to 50% more for
D&O insurance than established
businesses.

e There has been a sharp rise
since 1980 in D&O claims filed
against not-for-profit corporations
and government units.

» D&O insurance buyers have
been able to obtain first-dollar pro-
tection under the personal cover-
age section of the policy.

» Chubb Corp. has emerged
since 1980 as a leading underwriter
of D&O insurance.

As in prior years, there is a high
correlation between company size
and the frequency of D&O claims.
More than one-fourth of the For-
tune-listed companies in the United
States have had a D&O claim in the
last nine years. Diversified com-
panies are about 25% more suscepti-
ble to events leading to a D&O
claim and file about 40% more D&O
claims than single-business com-
panies.

The good news in the report is
that the increase in frequency of
new D&O claims appears to be
slowing-a trend first identified in
the 1980 study and confirmed this
year (Bl, Nov. 24, 1980). Wyatt pre-
dicts a frequency increase of 6.7%
in 1982 from 1981, compared with
an average annual increase of 19%
during the eight preceding years.

The bad news is that the severity
of claims continues to climb. The
average total claim cost in 1982 in-
flation-adjusted dollars is estimated
to be $1.34 million, including
$763,000 for claims costs and
$577,000 for legal fees. The largest
reported award was in excess of $20
miillion.

In the 1980 survey, 64.4% of the
reported closed claims involved no
payment to the claimant, compared
with 568.8% in this year's survey.
This is consistent with Wyatt's
projection of a leveling of D&O lia-
bility claims.

"It is felt that a smaller number
of frivolous claims are being filed,
and therefore the associated de-
cline in claims closed without pay-
ment,"” the report points out.

Legal costs appear to be increas-
ing at a rate of 7% to 11% a year.
This is based on an average defense
cost calculation (historical cost un-
adjusted for inflation) of $365,000 in
the 1982 report, compared with
$318,255 in 1980, $277,549 in 1978,
$205,875 in 1976 and $181,508 in
1974.

The largest reported single-claim
defense cost was $3.5 million.

One of the surprises in this year's
survey was the rise in claims in-
volving labor relations. This was
the most frequent circumstance
mentioned by respondents and ac-
counted for 12.6% of the total
claims, up from 7.3% two years ago.
Acquisitions and financial loss to
companies also were frequent trou-
ble spots.

Employees or former employees
initiated 17.1% of all 1)&0 actions,
trailing only stockholders (41.6%) as
the source of claims. Stockholder
suits also typically ask for very
high damages, receive large awards
and cost more than the average
D&O0 claim to defend.

Next week: The results of tl

Wyatt survey on fiduciary
liability.

Misleading representations .
tinues to be the leading allegs
of D&O claims, comprising al
one-fourth of the total. The
centage of claims charging
proper expenditures increa:
while the percentage alleging a
trust violations, collusion or c
spiracy to defraud decreased.

The 1982 Wyatt survey indic
that 86% of all participating |
companies carry D&O insurar
compared with 79% in 1980 and '
in 1978. There has been a stet
growth in the purchase of D,
coverage by small organizations,
though such insurance continue
be more prevalent among lai
corporations.

Among respondents that do
carry the coverage, more than h
said they didn't see a need for
Only 37% of the respondents w
did not buy the coverage two ye,
ago said they did not see a ne,
Construction companies are t
least likely major U.S. businesses
carry D&O insurance, perha
"due more to cost and unavailal
lity than to lack of interest," t'
survey speculates.

Besides increasing their insu
ance limits in the current soft i
surance market, buyers are redu
ing their deductibles and sel
funded retention levels. They a
negotiating first-dollar protectic
on personal coverage and reduciri
retention levels on the corporm
reimbursement coverage.

Since the early 1970s, most insw
ers have offered separate deduct
ibles for the two distinct coveragE
within the D&O policy: one on r€
imbursement to the corporation fo
claims paid on behalf of its directo
and officers and the other on direc
personal coverage to the director
and officers.

Eleven participants reported tha
they have eliminated the deduct
ible for personal coverage. Al
though that is less than 1% of thi
respondents, Wyatt expects this ar-
rangement to become more com-
mon since about 95% of the losses
fall under the corporate reim-
bursement section of the policy.

"It is relatively insignificant
whether the personal coverage has
a $5,000 deductible, a $1,000 deduct-
ible, or no deductible. Insignificant
to the insurer, that is, but not to the
person insured."

Wyatt predicts that, by 1986, full
first-dollar personal coverage will
be standard and deductibles will be
scaled from $5,000 to $500,000 for
corporate reimbursement, with 5%
retention above the deductible Ilim-
ited to the first $1 million of loss.

"It will not be news to many risk
managers that D&0 premiums are
very competitive this year," the re-
port observes. Wyatt estimates an
average premium reduction of
about 28% since 1980.

Twenty-two percent of the 496
U.S. survey participants that in-
creased their limits were able to
couple this with a premium reduc-
tion of 40% or more. Another 31%
had premium reductions of more
than 5%.

» The indications seem to be that
the more active the risk manager
(in raising limits), the greater the
premium reduction,"” the survey
concludes.

The highest limit reported by
any U.S. company was $200 mil-
lion. Wyatt speculates that capacity
may now exist for a limit of $250
million. In this year's survey, 127
companies reported they carry
limits of more than $50 million,
compared with 37 companies in
1980 and only eight in 1978.

There is a wide variation in pre-
mium paid by different companies
of similar size and number of direc-

Continued on facing page
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and officers. "Thus, it pays to
the D&O coverage intelli-
y marketed by a knowledgea-
roker and presented in a posi-
manner to underwriters," the
rt points out.
me of the unusual factors that
to raise the cost of D&O cover-
include acquisition activity,
profitability, antitrust possibi-
; and adverse publicity.
)nstruction and real estate, pro-
onal services and transporta-
companies also pay above-av-
te premiums. The lowest costs
ar are enjoyed by hospitals.
remiums for manufacturing
panies peaked in 1978, gradu-
drifted downward during the
t two years and became much

more competitive in 1982.

Past surveys have shown that
closely held firms could buy D&O
coverage at a lower cost than pub-
licly held companies. This year, the
survey revealed that closely held
companies are paying about 6%
more than their publicly held
counterparts. This is illogical be-
cause the exposure to loss of private
companies is less since closely held
firms are not subject to stockholder
suits. Competition for name-brand
accounts causes this phenomenon,
Wyatt suggests.

Nineteen of the 100 companies
listed in Inc. magazine as the fas-
test-growing companies in the
United States participated in the
1982 survey. Fourteen of them
carry D&0 coverage and pay about

Canadian losses lower

CHICAGO-A typical Canadian company pays about 82% of the
premium paid by a U.S. counterpart for directors and officers liabil-
ity insurance despite half as many losses, a new study shows.

While premium costs dropped an average 28% for U.S. companies
over the past two years, they fell only a modest 6% for Canadian
businesses.

This picture of a less competitive Canadian than U.S. D&0 insur-
ance market emerges in the "1982 Wyatt Comprehensive Report on
Directors and Officers Liability and Fiduciary Liability."

Two hundred seventy-five Canadian businesses participated in
the study, including 26% of the 400 largest Canadian industrials
identified by The Financial Post newspaper. Twenty-one of the par-
ticipating companies reported 29 D&0 claims during the 1973 to 1981
period.

"On a loss-cost basis combined with frequency, Canadian D&0
premiums should be in the neighborhood of between 15% and 20% of
the premium for U.S. corporations," the Wyatt study says. This per-
centage should be no greater than 50%, even allowing for possible
statistical distortions caused by the small sample size, the survey
authors point out.

Claim frequency in Canada is only about one-half that in the U.S.,
although it is increasing at a somewhat faster clip. The severity of
claims measured in loss costs is about 30% to 40% of U.S. levels.

Among small and medium-sized Canadian companies, the fre-
queney of D&O0 claims is only about one-third that in the U.S. It rises
to 60% of U.S. frequency for companies with assets greater than $400
million.

Roughly one-third of the money needed to defend a D&O0 claim in
the U.S. is needed to defend Canadian D&O claims. The defense of
Canadian claims requires about $108,000 per claim (in Canadian dol-
lars) vs. $365,000 for U.S. claims. The average total Canadian claim
costs $292,700 (in Canadian dollars) vs. $848,000 for U.S. claims.

There has been a steady growth in the number of Canadian com-
panies buying D&O0 coverage. Fifty-five percent of the 1982 partici-
pants carry it compared with 47% in 1980 and 33% in 1978. As in the
U.S., much of this growth has occurred among small companies with
assets of under $25 million.

Canadian companies also are dramatically increasing their limits
of coverage. Eight Canadian firms reported limits of $50 million or
more this year compared with four reporting that limit in 1980. The
highest limit now among respondent Canadian firms is $100 million
compared with $200 million among U.S. companies.

The same insurers who lead the U.S. D&0 market dominate in
Canada with the exception of Gestas, a Canadian underwriting man-
ager owned by Sodercan Corp., which ranks second in premium
volume after American International Group. The top six writing
markets are: AIG (45%); Gestas (13.7%); Swett & Crawford (12.3%);
Lloyd's of London (6.5%); Crum & Forster (4.6%); and Chubb (3.0%).

THE PROBLEM

"REG 98 IMPOSES SECURITY BURDEN"
"CPA's TO AUDIT REINSURANCE"
"SECURITY GAINS PRIORITY"
"RISK MANAGERS EYE REINSURANCE"

THE SOLUTION

Comprehensive, current, financial and operating
information on over 350 companies involved in the
international reinsurance market.

International Insurance / . i
1 Financial Service

300 Bedford Street, Stamford, Ct. 06901
203-324-5683

25% to 50% more than other com-
panies of equal size but slower
growth.

"Apparently they are not enjoy-
ing the same attractiveness to un-
derwriters that is enjoyed by more
staid companies with slower
growth patterns," the report ob-

Many coverage concessions will
be granted by underwriters to se-
cure business in today's competi-
tive market. For example, some
policyholders have D&O insurance
to cover the wrongful acts of all
employees-not just directors and
officers and other managerial per-
sonnel. Fifteen percent of the U.S.
participants reported they had ob-
tained this extension, but the sur-
vey authors believe many of them

P&G suit

Continued from page 2

comment about the Nov. 11, 1980, acci-
dent, as did the Dallas attorneys repre-
senting the company.

Ms. Levin says that P&G representa-
tives held several meetings in the areas
affected by the accident, saying the com-
pany would immediately pay property
claims after receiving proof of damages.

Sources close to the accident say
Procter & Gamble has settled from 175
to 200 claims relating to the incident,
with most claims costing from $500 to
$1,000.

"Procter & Gamble didn't want to
fall into a trap of paying $200 on a $20
claim, but almost all the claims except
Ms. Levin's were paid," one person said.
Another source said several false claims
were submitted, particularly involving
automobile damage. Dallas Fire De-

may have misunderstood the ques-
tion and answered it incorrectly.

More than 96% of the survey par-
ticipants identified their D&O in-
surers. The major change this year
is the rise of Chubb Corp. to sixth
place with 7.4% of the reported ac-
counts. Chubb, principally through
Federal Insurance Co., entered the
D&O market in mid-1980 (B, Dec.
29, 1980).

During the past six years, Chubb,
MGIC Indemnity Corp. and Insur-

ance Co. of North America have in-
creased nnarket share at the ex-
pense of older established insurers
including Lloyd's of London, The
Home Insurance Co. and The St.
Paul Cos. Inc.

The leading D&O insurers
ranked by estimated primary and

partment officials have said the release
of sulfuric acid was triggered when
workers at P&G's manufacturing facil-
ity in south Dallas unloaded a tank car

excess premium volume are:
American International Group,
30.7%; Lloyd's and British com-
panies, 11.4%; Swett & Crawford,
10.8%; Crum & Forster, 10%; CNA,
9.8%; MGIC, 5.5%; Chubb, 5.2%; and
INA, 4.3%.

The "1982 Wyatt Comprehensive
Report on Directors and Officers Li-
ability and Fiduciary Liability" is
available to this year's survey par-
ticipants for $40, past participants
for $80 and non-participants for
$125. A 30-page summary report
also is available at a reduced cost.
For information contact Warren
Brockmeier, The Wyatt Co., Suite
5600, Chicago, lll. 60606; 312-876-
2000.

filled with liquid sodium hydroxide
into a storage tank containing sulfuric
acid. The workers apparently believed
the tank was empty. -

Bermuda
insurance Week

The international Insurance avid Reinsurance Forum

March 7,8, 1983

Workshop on Risk Financing and Captives

March 9, 1983

intenlational Captive insurance Company Conference

March 10, 11. 1983

For information: Director of Conferences-Risk Planning Group. inc.
722 Post Road, Darien, CT 06820, 4203) 655-9791
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Communicating new plan

By CAROL CAIN

Because Quaker Oats Co.'s new Health Incentive Plan differs sub-

stantially from Quaker's former traditional health benefits, a special
communications effort had to be designed
The communication program consists of a 15-minute slide-sound

show, a six-panel glossy brochure and small group meetings A dol-

lar sign inside an apple becomes a key symbol of the new program

In all, about $25,000 was budgeted to communicate the details of

the new plan to the 6,000 employees who will be covered initially
Personnel managers at Quaker's individual plants were trained

earlier this month to conduct the small meetings, said Robert Penz-

kover, director of employee benefits

Members of the corporate staff or local benefit administrators and
plan managers will be on hand to back up the presentations

The script for the slide show was written in-house and was then
turned over to Frame One Inc., an audiovisual production house in
Chicago.

Rather than a hype-and-sell program, the slide show takes a more
serious approach, a let's-level-with-them-upfront” approach, said
Robert Penzkover, director of employee benefits.

"We used our network of field personnel to help us construct an
appropriate message," said Barbara Gladman, manager of benefits
planning and communication "We had to be sure to avoid the false
impression of a benefit take-away

"Surprisingly (maybe), that's what people are expecting today But
when more people get more benefits for a wider variety of health
care items, and when Quaker is not cutting its current level of ex-
penditure, the plan has to be considered an improvement.

"But we're not selling it as an improvement. There is a definite
redistribution of benefit dollars and a shift in coverage philoso-
phies," she said.

Charts and simple graphics comprise the bulk of the slide show
that not only explains the plan, but tries to illustrate with figures the
rising costs of health care coverage

After the show, employees are given the brochure, which uses the
same symbols as the slides

Later, employees will be given a claims kit

Quakers Health Incentive Plan

Continued from page 1 13% more on each employee in drops, said Mr Penzkover,
= Annual economic adjustments to 1983 Quaker's new comprehens
Under the new plan, Quaker medical insurance plan, the $
guarantees it will spend an average health expense account and the
The combination of these three of $1,535 per employee for health nual dividend plan are designe<
aspects with the dividend program care in 1983 In fiscal 1982, the av- give employees this stake
makes Quaker's health care cost erage cost per employee was $1,367 The new comprehensive med
containment effort unlike any Quaker's data further shows that benefits plan eliminates all fii
other company's plan, says Mr 70% of the employees will receive dollar coverage previously p
Penzkover more benefits under the new plan vided under Quaker's "basic fii
"It's a whole system of incen- But, Quaker does believe its dollar coverage” for hospitalizat
tives," he says health incentive plan can slow the and surgical costs, said Mr Pe,
In addition, Quaker management rate of Increase for health care kover Some employees also w
already has sold the idea to three costs in the future contribute more toward premiun
unions in recent negotiations, a feat "We know our cost will go up The new plan has a $300 dedu
often not accomplished by com- 20% to 25% a year if we don't do ible per person or family Aft
panies changing benefit designs something," Mr. Penzkover said that, it pays 85% of the next $5,(
The 1,200 union members along "We expect to bring that inflation per covered person for hospitali:
with corporate employees will be rate down to 8% or 10% per year by tion, surgery or any other ililness
the first 6,000 workers covered providing an incentive to drive out injury-related expenses and 10(
under the plan beginning Jan 1 overutilization," he said of all expenses greater than $5,0
He points out that Quaker's med- for the rest of the year
this month through small group leal costs have gone up 56% in the A stop-loss protection featu
meetings and a slide presentation last two years while the Consumer limits an employee's 15% share
The rest of Quaker's 25,000 em- Price Index has risen only 18%. $750 for an individual or $1,500 f

ployees will be introduced to it at a The increase over the last decade a family within a calendar year
later date is even more dramatic From 1971

make sure the plan's value keeps
up with economic changes

They are learning about the plan

As additional protection, co-pa
Educational programs to help to 1981, the Consumer Price Index ment expenses incurred in the la
employees use the health care sys- rose 125%, the medical consumer three months of the year are cr.
tem more efficiently also are being price index, 136%, and Quaker's dited toward the following year
designed to complement the incen- health care costs, 283%. stop-loss level
tive plan But Quaker believes if its em- Each covered person has max’
Quaker self-insures its health ployees are responsible for their mum lifetime benefits of $500,00
benefits but contracts with Pruden- health care costs, they will be more in comprehensive benefits, an
tial Insurance Co for claims ad- conscious of overutilizing health $50,000 in psychiatric expense ber'
ministration care efits, which are reimbursed at 501
"We're banking heavily on the for outpatient consultations
benefits we Just want to control results of the Rand Study,"” which Quaker pays the full premiur
future costs," said Mr Penzkover shows that when people have their for its workers while employees
In fact, Quaker will being spending own money at stake, utilization

"We're not trying to take away

Continued onfactng pag

classified advertising

Rates: Display classified is $60.00 per column znch, mtn:mum of one inch

RATES AND CLOSING TIME:

Closing: Published every Monday. Copy must be in written form by noon

Straight classified is $5.50 per kne, minimum of 5 lines. Count 34 charac- Tuesday, 6 days preceding publishing date. No verbal phone copy accept-
ters per hne (include each space and punctuation as a character) Addi- ed. Prepayment required Mail ads to: Emily Webb, Classified Advertis-

tional $11.00 charge for blind box ads. Responses to blind box ads must fit ing, 740 N. Rush St., Chicago, IL 60611 For moretnformation call 312-
into business size envelope. Responses are forwarded daily

EXECUTIVE
VICE PRESIDENT-
Ohio PIA

The Board of Directors Is seeking a
person to fill the position of Executive
Vice President Thus person will serve
as Chief Operating Executive of, and
be responsible for the management of
the Association Successful candidate
will have a college degree or equiva-
lent Insurance background desirable
Must have demonstrated managerial
abilities Communication skills and
dedication to excellence a must Salary
competitive Resumes accepted until

649-5340.

ATLANTA-EXPERIENCED SUC> Osition Wanted

CESSFUL, PROPERTY CAS-
UALTY, & EMPLOYEE BENEFIT
PRODUCERS FOR AGGRES-
SIVE, INDEPENDENT BROKER
SEND RESUME TO OBER-
DORFER INSURANCE ASSOCI-
ATES, P O BOX 76677, AT-
LANTA, GEORGIA 30358

INSURANCE
PRODUCER

Fast growing, Suburban lo-

12-20-82 Mall to Jack Hedges, Prest- cated, Chicagoland Insur-

dent, Ohio PIA, PO Box 147, Leba-
non, Ohio 45036

Business insurance

Circulation

Breakdown™

Commercial Consumers

Administrative Management
owners, presidents,
vps, etc 6,497
Financial Management
chief financial ofticers,
vps of finance, secretaries,
treasurers. etc 9,634

Insurance Management
vps, directors, managers of
insurance, nsk, benefits,
compensation. safety,
secunty, etc 5.948
Govemmen Associations
Unions, Educational

Institutions 1,004

Commiircial Coniumors

Sub-total 23,053
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
8PA for June 1982, BPA Publisher's
Statement

ance Agency is interested in
adding two producers to its
staff Meaningful incentive
plan with unlimited earnings
potential Carsfurnished'We

Risk Management

11 yrs carrier and brokerage ex-
per,ence Property and Casualty
Claims background Handled
large National Non For Profit ac-
count Will relocate

Home 312 743-8729

ASSOCIATE
RISK MANAGER

Professional career opportunity,
minimum 5 yrs heavy commer-
cial P&C brokerage or RM ex-

Rerience Higp technical com-

unications a organizationa

skills required We are retained

Insurance/data processing, super op-
portunityforprolectmanagers familiar
with agency and reinsurance inter-
med,ary premium and information pro-
cessing Microdata, Ultimate, Pick
operating system knowledge helpful

To take charge of unique wholly in-
tegrated software development

Box 397, BUSINESS INSURANCE
740 Rush St Chicago, Ill 60611

COMPUTERIZED
CLAIMS
PROCESSING
Due to company expansion,
we have available a fully pro-
gl;éal\?lr}med and documented

System 3 Computer

Software includes such ca-
pabilities as Claim Check

REGIONAL MARKETING DIRECTOR

Our Growth Creates
Opportunity In
Atlanta and Los Angeles

ATWATER McMILLIAN's skilled Marketing Directors
provide consulting service to help other firms analyze all
aspects of their organization, explore their financial
capabilities, research management nsk alternatives and
recommend ways to meet their needs Our ability and
professionalism in this vital field has led to our steady
growth, and to career opportunities In both the Atlanta

are looking for a minimum of by a medium-sized corp as their Editing and Writing, Expla- and Los Angeles areas for experienced individuals to

3 years experience or a pro-

sk-Insurance Departmen

fessional insurance pro- Send personal resume to

ducer with many years ex-
perlence Pleasesubmitade-
talled resume to P O BOX

216, Oak Brook, lllinois,
60521

ALBUQUERQUE

Large P&C Agency
Looking for

COMMERCIAL
PRODUCER

-Experienced-
To Develop and Service a

Book of Medium Size Com-

mercial Accounts

Direct Writing Experience
Invited

Salary Open

Seasoned Newsletter List
Creates Leads

Reply
Box 444,
BUSINESS INSURANCE
740 Rush St.,
Chicago, 111. 60611

LEONARD R FRIEDMAN
RISK MANAGEMENT, INC.
325 Fifth Avenue
New York, NY, 10016

nation of Benefits, Monthly
Claims Analysis, and much
more Also comes with nec-
essary computer supplies
and equipment

CALL (414) 774-8554

Jim Perkins

RISK MANAGEMENT CONSULTANTS

Established upper Mid-West Risk Management Con-
sulting Firm seeking candidates to satisfy growing

staff requirements

Candidates must have broad Risk Management/In-
surance experience and above average communma-
tion skills Professional backgrounds of Accounting,
Legal or Engineering desirable but not necessary
Other degrees and insurance designations a plus

Ideal candidates will assist In directing the Risk Man-
agement/Insurance functions of a wide variety of
clients Must be capable of Risk Identification and
analysis and be Innovative and able to initiate Risk

Financing Programs

Competitive salary based on experience Compre-
hensive benefit package Forward resume and salary

history to.

Box 433, Business Insurance
740 N. Rush Street, Chicago, IL 60601

- Research, identify and develop risk management
account prospects, and make sales presentations
to them

* Recommend new producm and services to meet
new or changing market needs

« Assist in preparing market strategy and plans

To be considered, applicants for rhese key
positions must possess

- 8 to 10 years directly related experience

» Thorough knowledge of property/liability in-
surance

» Clear understanding of risk management and
self-insured concepts, claims administration
and prevention services

- Excellent communication abilities with both

individuals and groups

We offer an excellent compensation/benefits program
plus the realistic career potential of a solid and growing
organization For immediate consideration, please
send your resume and salary history to
Richard Pinomalki,
ATWATER McMILLIAN
445 Minnesota Street, Suite 900
St Paul, MN 55101
1-800-328-9820, Ext. 7005
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;6 a month for spouse coverage
;2 a month for dependent chil-
with a $10 limit per family.
ider Quaker's former "basic
-dollar coverage," 100% of the
$6,000 of each hospital stay
paid for salaried and non-
n employees and their depen-
Is. Reasonable and customary
:ery charges were paid at 100%
le the coverage for diagnostic
ays and laboratory fees was
ted to $200 for all ilinesses in a
-ndar year and $200 per acci-
t. There is no coverage limit for
ays and laboratory fees now.
hat plan was supplemented by a
or medical plan that included a
O per year deductible per per-
, with a $200 maximum per
1ily. The plan paid 85% of the
;t $4,000 in expenses and 100%
ar that with a lifetime maximum
$300,000, including limits of
,,000 for mental disorders.
Omployees contributed $1 a
,nth to the premium for single
rerage and $3 a month for family
/erage
rhe maximum annual employee
pense for an individual was $700
the salaried and non-union plan.
For hourly employees, a compa-
ole but more complex plan lim-
ad out-of-pocket expenses to
,000 per individual or family.
The effect of higher deductibles
d co-payments is softened by the
00 Quaker will set aside for each
nployee.
Each eligible employee is given a
aalth expense account of $300 a
aar that can be used in three
ays:
- To cover the $300 deductible
,r individual or family expenses

under the new comprehensive
medical plan.

- To receive a tax-free reim -
bursement for medical expenses
that meet Internal Revenue Ser-
vice guidelines, but currently are
not covered under Quaker's medi-
cal plan.

These include: preventive health
care, like routine physicals or im-
munizations; vision care expenses,
like examinations, eyeglasses or
contacts; hearing aids; medically
ordered health improvement pro-
grams, like weight control or
smoking cessation; premiums for
any medical or dental coverage or
any medical or dental expenses not
reimbursed by any insurance plan,
including Quaker's; and transpor-
tation to receive medical care.

- Payment in cash at the end of
the year of any unused portion.

This health expense kitty can be
increased in future years through
Quaker's new annual dividend
plan.

Under this plan, if Quaker's ac-
tual health care costs are less than
the targeted expense for the year-
$1,535 in 1983-the savings will be
refunded to employees in the form
of a dividend that will be credited
to each employee's expense account
for the next year.

"The initial target of $1,535 in
1983 is based on Quaker's current
plan costs, allowing Quaker to back
up the claim that it will spend as
much on the new plan as on the
prior plan, and refund cost savings
to employees," Mr. Penzkover said.

If costs exceed the target amount,
no dividend is paid, and the com-
pany absorbs the expense.

INn tune with the economic ad-

justment provision of the new in-

centive plan, the health care cost
target for 1984 will be increased 8%
to $1,658, Mr. Penzkover said. Fu-
ture increases will be determined
after the first year's claims experi-
ence is studied.

The economic adjustment not
only applies to what will be spent
per employee but extends to all as-
pects of the medical plan. For ex-
ample, in 1984 the deductible will
be raised to $325, the 85% co-pay-
ment level to $5,400; the stop-loss
level to $810 for individuals and
$1,620 for families; lifetime maxi-
mum to $540,000; employee contri-
butions to $6.50 for a spouse and
$2.15 for each child with a $10.80
family limit.

The annual economic adjust-
ments, effective Jan. 1 each year,
will take into account all economic
conditions, including Quaker's eco-
nomic conditions and outside eco-

nomic factors, such as inflation.

To forecast outcomes under the
new plan, actual past claims data
was organized into patterns by
Thomas Kempa, manager of bene-
fits administration.

"These painstaking efforts now
allow us to state that at least 70% of
employees will receive more bene-
fits under the new plan,” Mr.
Kempa said. "We have to have that
kind of credibility when we ap-
proach our employees with some-
thing so new and untested."”

But Quaker thinks the govern-
ment can help to make its incentive
plan, and those that other com-
panies might introduce, even more
attractive through tax incentives.
And, it plans to lobby for them.

"What we definitely don't need is
a bunch of hit-and-miss govern-

luaker will re-educate its employees

CHICAGO-Quaker Oats Co.'s
enefit staff realizes change can be
ard so its going to educate employ-
es to use its Health Incentive Plan.

"After years of insulating con-
umers from (health care) eco-
tomic decision-making, we have to
:radually work them back into the
)ersonal responsibility mode. But
we're not about to send them out
iaked," says Robert Penzkover,
Quaker's director of employee ben-

afits.

As the first step in its consumer

education effort, Quaker recently
hired a manager of health care uti-

tization.

While the details of the educa-
tional program are not finalized,
Mr. Penzkover said it initially will
be done on company time and wiill
not be a one-shot deal.

For starters, each employee will
be given a copy of the book "Take
Care of Yourself (A Consumer's
Guide to Medical Care)."

A second health-awareness and
-enhancement program will com-
plement the consumer education
program.

Employees don't want to lose
their health care benefits, Mr.
Penzkover noted. By telling them
what the problems are and pres-

enting solutions that don't hurt too
much, employees will understand,
accept and wisely use the new plan,
he says.

The new plan already has been
negotiated into three union con-
tracts with Local 347 of the Ameri-

can Federation of Grain Millers at
Quaker's Danville, lll. facility; In-
ternational Local 125 of the Retail,
Wholesale and Department Store
Union in St. Joseph, Mo.; and Local
221 of the Cereal Workers in

Chiremanstown, Pa.

Mr. Penzkover said union offi-
cials were shown what health care
costs are. "Most of them were
shocked to see how much benefits
cost us. In the past negotiations.
they would only see the level of
benefits.”

"While there hasn't been any
jumping up and down for joy, our
unions so far have understood the
dilemma and have been willing to
give our solution a chance,” said
Ray Miiller, director of industrial
relations.

"As a matter of fact, they have
helped influence some of the final
design considerations,” Mr. Miller

said.

Communicating a new benefit

Insurer, agents charged with bribery

Continued from page 2

Mr. Blumeyer, contacted at his
St. Louis office, would not com-
ment on the indictment, but con-
firmed that he has already made
one court appearance in response to
the charges. His trial date has been
set for March 7, 1983.

Previously, Mr. Blumeyer has
been involved in a variety of con-
troversial insurance coverages, in-
cluding last year's baseball strike
insurance and a plan to insure safe-
harbor tax leases announced this
summer (Bl,Aug. 23).

As a sub-broker for Boston-based
brokerage Lockwood, Dipple &
Green. Mr. Blumeyer helped place
approximately $20 million of the

strike coverage with the Southern
American Insurance Co. owned by
E.H. Crump Cos. of Memphis,
Tenn.

More recently, Mr. Blumeyer's
subsidiary company Tax Lease
Management Corp. announced cov-
erage available from Lloyd's of
London to protect against the loss
of tax credits due to bankruptcy or
physical damage involving leased
property.

Mr. McFerron, no longer em-
ployed by the state government,
had previously pleaded not guilty
to four charges of conflict of inter-
est and misrepresenting taxable in-
come resulting from the alleged
bribery. Calls to his Jefferson City

home were not answered. -

design to management also can be
hard, but Quaker Chairman of the
Board Robert D. Stuart Jr. takes an
active interest in benefits costs and
has conveyed the message: "Ex-
plore whatever you can."

Quaker did consider other cost
containment alternatives like
health maintenance organizations
and cafeteria plans.

"We've been through all of that,
but (their results) were nowhere
near getting us out of overutiliza-
tion,"” Mr. Penzkover said.

At Quaker, ideas were first
bounced off the benefits staff and a
study group on flexible benefits,
then actually designing its new
plan took Quaker another 10
months.

And, designing consumer and
health education programs, moni-
toring utilization and creating a
data base are still ahead. i
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ment regulations to further dislo-
cate health care competition," said
Mr. Penzkover. "But to start the
ball rolling, it would help to give
consumers some positive tax incen-
tives, not penalty-type disincen-
tives, to speed the process along.

"For instance, one small tax
change that would help us is to
allow employees' unused health ex-
pense accounts and dividends to
rollover from year-to-year without
individuals being taxed.

"Currently, that's only possible
through burdensome regulatory re-
strictions, all of which have some
penalty factor either for the plan
sponsor or the employee," he said.

Because there is no such tax in-
centive now, Quaker employees
must take any unused portion of
their health expense account as

cash at the end of the year, which is
added to their taxable income.

If there were the tax incentive to

save the money, consumers would

begin to be conditioned to budget
for their health care, something
they don't do now under the cur-
rent third-party payer system.

In taking its crusade to Washing-
ton, Quaker wants to talk with leg-
islators to show them that private
industry can do a lot to affect the
health care system, Mr. Penzkover
said.

Already, Secretary of Health and
Human Services Richard S.
Schweiker has been sent a copy of
Quaker's new incentive plan.

Other efforts will be channeled
through the Washington Business
Group on Health, of which Quaker

is a member.

"Once the economic incentives
are turned around by the con-
Burner-payer sector, the provider
professions will be forced to re-
spond to the same market forces
that the rest of the economy fol-
lows," Mr. Penzkover said. "Con-
sumers must be given access, cost
and quality information.” .
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401(k) deferrals may be subject to FICA ta

Continued from page 2
ferred-contribution plans directly
by the employer rather than depo-
sited by the employee, it counts as
an "employer" contribution, not as
taxable income to the employee.

With a 401 (k) plan, which is
named for the section of the Inter-
nal Revenue Code that authorizes
the idea, an employee not only can
substantially reduce income taxes,
but both the employee and the em-
ployer can save on Social Security
taxes.

If an employee makes less than
$32,400 (the wage base for comput-

ing FICA taxes this year), then any
reduction taken in salary corre-
spondingly reduces employee's and
employer's FICA taxes.

For example, if an employee who
earns $24,000 a year has 6% of the
salary deferred to a 401(k) plan, it
could slash both the employee's and
the employer's FICA taxes to $1,511
from $1,608, a savings of $97 each.

But even if Congress does decide
to make deferred wages subject to
FICA taxes-something several
consultants predict will happen
soon-it won't crimp the growth of
401(k) plans, which are popular for

many reasons besides the FICA tax
advantage.

While the FICA tax savings may
be a factor in an employer's deci-
sion to set up a salary reduction
plan, it is not the determining fae-
tor, said Deborah J. Marx, a part-
ner at Kwasha Lipton, a national
benefits consulting firm in Fort
Lee, N.J.

"Yes, there are substantial FICA
savings, but that is not a primary
reason why employers set up 401(k)
plans,"” agreed a spokeswoman with
Hewitt Associates in Lincolnshire,

Commission likely to endorse tax hike

WASHINGTON-AIl employers,
even those who do not sponsor sal-
ary reduction plans, can probably
expect even higher FICA taxes.

President Reagan's blue-ribbon
Social Security commission is
bound to recommend and Congress
will adopt proposals that will speed
up future Social Security tax in-
creases, experts predict.

"The question no longer is will
Social Security taxes be increased,
but rather by how much and
when," said Dallas Salisbury, exec-
utive director of the Employee
Benefit Research Institute.

Both Republicans and Demo-
crats took credit for protecting re-
tirees' benefits during the recent
congressional elections. But few
candidates offered solutions to keep

the system afloat.

But since the election, the rheto-
ric has cooled.

The 15-member National Com-
mission on Social Security Reform,
which was set up late last year, was
able to agree that Social Security
will need between $150 billion and
$200 billion in additional revenues
to weather a funding shortfall over
the next six years.

Speeding up future tax hikes
could make deep inroads in that
shortfall. For example, if the cur-
rent 6.7% tax were increased to
7.65%-something that is not sup-
posed to happen until 1990-Social
Security trust funds would receive
an additional $135 billion in reve-
nues by 1989.

But such a tax hike would have a
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massive impact on employers' ben-
efit costs. Last year, for example,
the average employer spent $1,123
per employee for Social Security
taxes, up 17.7% from 1980, accord-
ing to the latest analysis by the U.S.
Chamber of Commerce (see story,
page 3). Costs probably climbed an
additional 10% in 1982.

Assuming the 1983 wage base of
$35,700 is not increased further,
which is a slim possibility, the
FICA tax an employer would have
to pay under a 7.65% rate would be
$2,731.05, compared with next
year's maximum of $2,391.90 under
the lower tax rate.

As payroll taxes increase even
more, it will mean that employers
will have to cut back on other em-
ployee benefits, one expert says.

"There will be fewer available
dollars to spread around," the ex-
pert said.

Higher payroll taxes alone won't
create all the revenues that the So-
cial Security trust funds need to
pay promised benefits. The com-
mission is now considering other
proposals that would increase reve-
nues or reduce costs:

For example, Congress could
mandate Social Security coverage
for non-profit employers as well as
for newly hired federal workers.

Expanding Social Security to in-
clude new federal employees and
non-profit employers would bring
in $23 billion over the next six
years. ,"My intuition tells me that
there was a non-voting consensus
in favor of coverage (among com-
mission members) for new federal
employees and non-profit employ-
ers," said Mr. Salisbury.

Such a change, for example,
would force many of the nation's
hospitals to scrap their current
plans to withdraw from Social Se-
curity and set up alternative retire-
ment programs.

Another proposal that is being
considered is to link Social Security
benefit hikes to wage increases or
price hikes, whichever is smaller.

Basing Social Security benefit
hikes on the smaller of wage or
price increases also is an option that
has wide support among the com-
mission's eight Republicans and
seven Democrats. That idea has al-
ready been discussed in Congress.

Currently, Social Security bene-
fits are increased annually to
match the rise in the Consumer
Price Index. Linking benefit hikes
to the CPI originally was consid-
ered a fiscally sound move to pre-
vent Congress from passing huge
benefit hikes just before elections.

But as inflation soared during the
last three years, benefit increases
became much more costly than ex-
perts predicted. In 1981, Social Se-
curity benefits were increased
11.2%, while this year benefits were
boosted 7.4%

Billions, though, could have been
saved if benefits were based on
wage increases, which rose much
more slowly than prices between
1981-1982, a point the commission
will examine before it meets again

e = _ 1 <O _ -_—

Ill. "They do it because they can
offer an important employee bene-
fit at little cost to the company."

"I'm not aware of a single em-
ployer who has considered FICA
tax savings a significant reason in
setting up a plan," said Robin Hol-
loway, a vp in Towers, Perrin, For-
ster & Crosby's New York office.

"The 401(k) plan is still the best
game in town" for employers as
well as employees, said Marjorie G.
O'Malley second vp at Connecticut
General Life Insurance Co., a
CIGNA Corp. subsidiary.

Some consider 401(k) plans supe-
rior to Individual Retirement Ac-
counts because:

= A larger amount of tax-de-
ductible savings can be set aside.

- Employees can make emer-
gency withdrawals without having
to pay the 10% tax penalty that is
imposed on early IRA withdrawals.

* When an an employee does
withdraw money from a 401 (k)
plan, tax treatment is more favor-
able than on money accumulated in
an IRA.

Interest in IRAs was sparked by
the Economic Recovery Tax Act of
1981 that allows employees to take
a tax deductions for up to $2,000 de-
posited in an IRA.

While the loss of the FICA
savings probably won't be a fa
in employers' decisions to set
salary reduction plans or emp
ees' decisions to participate, it cc
set a precedent for taxing ot
benefits, some experts warn.

Originally, benefits like gr,
health insurance were exclu,
from taxes because of policy 1
sons.

"It was deemed good public 1
icy to encourage employers to
pand benefits coverage to prof
employees," Ms. Koralik said.

However, legislators are n
making decisions about the ta:
tion of benefits for revenue r,
sons, not on the basis of public p
icy.

For example, Congress this yi
seriously considered placing a c
on the amount of tax-free hea}
insurance benefits employers cm
provide to their workers. Such
cap would have raised a lan

amount of new revenues.

If the cost of benefits continues
increase, congressional interest
taxing benefits as a new source
revenue also will rise, predicts D:
las Salisbury, executive director
the Employee Benefit Research |
stitute in Washington.

Insurance serviees guide

COMPUTER TIME-IBM 4331

DOS/VSE-CICS/POWER/DMS/
ICCF/BTAM

2nd & 3rd Shifts

Excellent Availability

Downtown NYC Location

Attractive Rates

Contacl: N. Kleinman (212) 233-2016

LOSS RESERVE
CERTIFICATION
Merger/Al:uisition

Total (laim Management & Technical Sen-ices
John J. O'Connor, li.A.. L.L.B.. 1.1.LA.

J. J. O'Connor & Co.
Watch Hill Road
Watch Hill. R! 02891

(401) 348-8386 24 hour service

JOE P. WCSS, President PHONE 615-329-2311

TLX 786546

The Tennessee Company
ADJUSTERS AND SURVEYORS
TN. AND ATLANTA, GA.
HOME OFFICE - 1720 WEST ENDBLDG
NASHVILLE, TN. 37203

35 YEARS

CASUALTY ACTUARIES, INC.
Robert F. Lowe F.C.A.S. M.A.A.A. F.CA

Loss Reserve and Rate Evaluations for In-

surarce Companies and Sell-Insureds.

Statulory letters of opinion on loss expense
12300 Olive Boulevard

St. Louis, MO 63141
314-878-5002

VWANTED

ATWOOD & CO.
Consulting Actuaries
Claim Reviews
Reinsurance and Reserve Analysis
for Captives and Self Insurers
5000 Ambrose Ave.

Los Ange/es, CA 90027
(213) 661-9260

GYORY ASSOCIATES, INC.
PROFESSIONAL RISK MANAGERS

Risk Financing Insurance-Risk

Consulting
Latent Disease Product
Liability Management
172 Franklin Avenue, Ridgewood,
N.J. 07450 (201) 445-8350

NEW TRUCK
INSURANCE

= No interest - No service
charge * Continuous Policy
* Down payment 1st year only
« Medical payments
« Downtime - Accidental death

« Cargo deductible
rl Ame,ican Owner/Operato<

V V Call Collect 404-892-0791
1655 Peachtree St. Atlanta, GA 30309

ISRAEL BONDS

We Pay Top U.S. Dollars
For State of Israel Bonds

Before Maturity.

H.L. WOLF & CO.

INVESTMENT BANKERS

120 WALL STREET 1044
NEW YORK, NY 10005
(212) 473-3504

Fo- advertising information in the INSURANCE SERVICES GUIDE

Contact: Emily Webb, 740 Rush Street,g%QL%ago, lllinois 60611.

Telephone (312) 64



INnsurers' latest results

: not as bad as expected
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clined 37.5% from a year earlier, based on a
pro forma combination of the 1981 results of
the two merger partners. For the nine
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months ended Sept 30, the decline was
27.9%



Make your multinationalinsurance planning work
from Brazil to Bahrain with A&As local expertise.

Every multinational corporation has
unique, country-by-country risk manage-
ment and insurance brokerage needs.
How A&A looks atoverseasmanufacturing
will help explain how we willlook at your
business. In this case, we look at opera-
tions through the eyes of an indigenous
client. Probing local exposures from pro-
duction line to bottom line. Determining
appropriate ways to protect assets and
earnings. Dealing with 1ccal practice and
regulations in the native tongue.

Only by working froma client's point
of view-both corporately and overseas -
can we be sure a company gets the most

comprehensive, cost-efficient programs
possible.

Global planning,
domestic follow-through

This insider's vantage point enables
our international organization to provide
clients withthe same high caliber of service
anywhere in the world. Formulating a uni-
form, centralized program. Then utilizing
the expertise of our in-place, local staffs to
carry it out in the manner most advanta-
geous in each particular country.

Each industry has different needs.
For insurance, for risk management, for
human resource management for financial
services. And each of our 120 offices here
and overseas has the fadlities, expertise
and strength to fulfill the requirements of
any company large orsmall, inanyindustry

We think a big reason A&A has be-

come one of the largest and most trusted
insurance brokers worldwide is that we

e f

work the same way with every client. From
the client's point of view From Brazil
to Britain to Bahrain.

Alexander
SNexander

From the client's point of view.

Production wcrkers at Bendix do Brasi in Campinas, Brazil.



