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Brokers' ears

open to RIMS
By MICHAEL BRADFORD

Insurance brokerages welcome
an opportunity to meet with mem-
bers of the Risk & Insurance Man-

agement Society Inc. to discuss
buyer concerns about industry
consolidation and efficiency ef-
forts.

RIMS members also are ap-
plauding the association initia-
tive.

The call for the meetings, which
are yet to be scheduled, was
prompted by some risk managers'
concerns over a memo detailing a
placement strategy implemented
by J&H Marsh & McLennan Inc.
The broter is placing some Chubb
Corp. business from regional of-
rices instead of the brokers local

offices (BI, Oct. 20).
Despite assurances from J&H

Marsh & McLennan to the con-

trary, some risk managers ex-
pressed concern that this strategy
could signal that the world's

largest broker would increasingly
dictate how all their accounts are

handled, and that a trend toward

regionalized business eventually
could disrupt long-term relation-
ships between policyholders and
underwriters.

"I think risk managers are ner-
vous. It's an unsettling climate,"
said Susan R. Meltzer, assistant

vp-insurance and risk manage-
ment at Sun Life Assurance Co. in

Toronto.

As a result, RIMS plans to seek
the meetings to assure policyhold-
ers' voices are heard as brokers

and insurers become larger and
fewer (BI, Oct. 27).

J&H Marsh & McLennan is ea-

ger to meet with RIMS to discuss
policyholders' concerns, said
Robert J. Newhouse III, executive
vp and chairman of U.S. opera-
tions at J&H Marsh & MeLennan

in New York. "We are willing to
discuss anything they want to talk

See Memo on page 38

Clinton opposing
Superfund bill

Liability relief provision faulted
By MARK A. HOFMANN

WASHINGTON-The Clinton

administration opposes a limited
Superfund reform bill that enjoys
broad business support despite its
lack of comprehensive retroactive
liability reform.

U.S. Environmental Protection

Agency Administrator Carol

Browner, during congressional
testimony last week, outlined the
administration's chief complaints,
among them that the limited lia-
bility relief provided by the mea-
sure could still allow some pol-
luters to avoid paying their fair
share of cleanup costs. As a result,
the administration cannot support
the bill in its current form, she
said.

The Superfund reauthorization
bill-the Superfund Acceleration,
Fairness and Efficiency Act, H.R.
2727-focuses its liability relief
on small businesses and owners

and operators of certain types of

dump sites. Under the bill, intro-
duced recently by Rep. Sherwood
Boehlert, R-N.Y., businesses with
75 or fewer employees and $3 mil-
lion or less in annual gross rev-
enues or a profit margin of less
than 3 % would be exempt from
Superfund liability provided they
did not contribute "significantly"
to the damage

Generators and transporters of
materials at a Superfund site
would be exempt from liability to
the extent that they contributed
only municipal solid waste or oth-
er non-toxic wastes. Owners and

operators of sites also would enjoy
some limited immunity from lia-
bility depending on the volume
and toxicity of the waste they ac-
cepted.

Congress has been trying to
reauthorize the Comprehensive
Environmental Response, Com-
pensation and Liability Act-bet-
ter known as Superfund-since

See Superfund on page 4
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Labor Department approves plan
forTCW to give 401(k) advice

WASHINGTON-TCW Group Inc. has
been given the green light to provide person-
alized investment and retirement planning
advice to 401(k) plan participants.

The Department of Labor late last week
granted the Los Angeles-based money man-
ager a prohibited transaction exemption al-
lowing it to receive fees for advising partici-
pants in 401(k) plans with $5 million or more
in assets on how to allocate their retirement

money among a family of TCW mutual funds.
Until last week, Labor Department guide-

See Updates on net page

Market shakeup
a Mipple in industry
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Property/casualty insurers
could withstand larger drop

Less than 13% of industry assets in equities
By DAVE LENCKUS as steep as the 22.6% record drop on Oct. 19,

1987.

Blip. The same day, the Business Insurance Index fell
That is all that last week's wild stock market 94.85 points, or 6.7%, to 1416.47 from 1511.31 at

gyrations amounted to on property/casualty in- its Friday, Oct. 24, closing.
surers' financial screens. Even a far more precip- Stocks began to rebound the next day, though
itous and sustained fall in stock values would not they suffered additional declines on Thursday
have imperiled the industry, analysts say. and had not fully recovered by late in the week.

The stock market would have to lose almost six The stock market's gyrations, however, did not
times more of its value than it did Oct. 27 before faze insurer rating agencies.
the insurance industry would be forced to react "We use a 15% charge on equity investments
by, among other things, boosting rates because of when we look at an insurer's capital. So even if
reduced capacity, according to analysts. there's a 15% decline in the stock market, we're

Last Monday, the Dow Jones Industrial Aver- confident a company's capital position is secure,"
age fell a record 554.26 points. But, in percentage said Alan M. Levin, managing director of insur-
terms, the 7.18% decline ranked as only the 12th- ance ratings at Standard & Poor's Corp. in
worst in history. The decline was about one-third See Stocks on page 33

401 (k) savers stay cool
Participants check balances but don't move money

By JERRY GEISEL

Calls from employees in
401(k) plans flooded benefit
plan administration centers last
week amid the stock market's

volatility, but few employees
are moving their savings out of
equities and into safer invest-
ments.

Benefit administration cen-

ters said call volumes early last
week were double and in some

cases triple the volumes that
would be normal at this time of

year.

The vast majority of calls
were from plan participants
checking account balances
through voice response systems
or seeking other information

about their accounts or invest-

ment options.
"There was a tremendous

surge of calls, but very few peo-
ple actually made transac-
tions," said John MeGlone, di-
rector of participant services at
Buck Consultants Inc. in Secau-

Market coverage continues
on page 35:

· Reinsurers not significantly
affected by volatile week

· Potential positives and negatives
for risk securitization outlined

· Uttle effect on captives, RRGs

cus, N.J.

For example, at The Principal
Financial Group, the nation's
largest 401(k) plan administra-
ton less than 0.1% of plan par-
ticipants moved funds from one
type of investment to another.

"We did not see a hysteria of
participants piling out of equi-
ties," said George Tracy, direc-
tor of savings plan operations
with Wellspring Resources
L.L.C., a Jacksonville, Fla.-
based benefit outsourcing ven-
ture of Watson Wyatt World-
wide and State Street Bank.

Other plan administrators re-
ported a slightly higher, though
still a very small level of trans-
actions.

See 401(k) on page 36
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Updates
TCW wins 401(k) exemption FMR settlement insured
Continued from previous page
lines limited 401(k) plan sponsors who contract with the money managers $10 million settles charges of fund manager manipulating stock
to providing participants general fmancial and Investment information
It was thought that if money managers gave participants detailed recom- By DAVE LENCKUS continued to be optimistic about the several thousand class mem-
mendattons, they would be influenced by the level of fees associated with technology stocks and that shares bers, the lawsuit claimed
various Investment options Plan sponsors, subsequently, would face po- BOSTON-FMR Co , the invest- of Micron Technology in particu- From Sept 30 until Nov 9, Mi-
tential hduciary habihty due to a decision to contract with the money ment adviser to the Fidelity funds, lar remained "relatively cheap " cron share prices increased sub-
manager is fully covered for the $10 million A class of Micron shareholders stantially because of Mr Vinik's

Under TCW's proposal, sent to the DOL in September and approved settlement it has reached in a who purchased their stakes be- comments, said Glen DeValerio,
last Thursday, TCW w111 use outside experts to develop asset allocation ciass-action lawsuit over a com- tween Nov 9 and Nov 30 that the plaintiff attorney for the class
scenanos tailored to an mdividual's retirement goals and nsk tolerances ment made by a former Magellan year alleged that Mr Vinik made But, instead of holding onto its
All mvestment advice wnll be based on responses provided by participants Fund manager regarding the val- his comments in an effort to ma- Micron stake, the Magellan Fund
to worksheet questions developed by the independent experts Parbci- ue of a company's shares held by nipulate Micron's stock price so sold about 2 million of its 15 mil-
pants have the option to disregard the recommendations (BI, Sept 8) the fund Magellan could easily sell off ltS lion Micron shares during that pe-

"Because TCW wlll have limited discretion m recommending in which Jeff Vinik, who managed the Micron stake at a substantial riod, said the attorney, a partner
trust participants wlll mvest, the department beheves there is httle hkeli- Magellan Fund in 1995, informed profit That alleged manipulation, with Berman, DeValerio & Pease
hood for abuse," the DOL said m a statement fund shareholders in a Sept 30 which is prohibited by federal se- LLP of Boston

1 Those famihar with TCW's plan say it wall be a blueprint for other com- semi-annual report that the fund curities law, financially harmed See Fidelity on page 39
panies to begin offering more detailed advice and recommendations As a
result, they say, 401(k) plan sponsors wlll see improved 401(k) participa-
tlon Kentucky suit faults Anthem's

Bnan Tarbox, semor vp of the defined contnbutton group at TCW, said
if all goes as planned, the product would be introduced to the pubhc July
1, 1998 TCW plans to target companies with atleast 1,000 employees handling of Blues' assets
Consumers oppose liability bill

By SALLY ROBERTS them illegally pocketed when lt OI as close as possible to-the
WASHINGTON-A group of consumer organizations is seekmg a acquired the Blues plan foui years same charitable purpose

meetmg with President Chnton to persuade him to oppose a compromise FRANKFORT, Ky -Anthem ago Chaiitable assets became an is-

fedeml product habihty bill Insurance Cos is coming undeI Anthem called the lawsuit sue with Blues plans ln 1996 when
Meanwhile, Senate negotiators have continued to meet to iron out dlf- fire for ltS 1993 acqusition of "flawed" and said lt W111 ' VlgOr- Blue Cross of California convert-

ferences between a White House-backed draft product hability reform Blue Cross & Blue Shield of Ken- ously defend" the allegations ed to for-profit status after merg-
proposal put together by Sen John D Rockefeller IV, D-W Va , and a ver- tucky At issue lS whether the Ken- ing with ltS publicly held sub-
sion of the measure redrafted by Sen Slade Gorton, R-Wash (BI, Oct Kentucky Attorney General Al- tucky Blues plan is a charitable sidiary WellPoint Health Net-
27) Bumness groups said a consensus measure could be unveiled as early bert Chandler III sued the Indi- organization In Kentucky, as well works Inc As part of the conver-
as this week before Congress enters its year-end recess anapolis-based mutual insurer as in other states, a charity may sion, Blue Cross of California

The Rockefeller proposal would cap punitive damages only for small late last month, alleging it owes not be terminated oi dissolved tiansferied more than $3 billion
business, set an 18-year statute of repose for manufacturers of products the state at least $230 million in without transferi ing its assets to to charitable foundations at the
that have been used in the workplace, protect retailers and wholesalers charitable assets he c.aims An- another charity operating with- See Anthem on page 4
from product hability suits, and estabbsh clear rules mvolvlng the rmsuse
or alteration of a product

The consumer groups opposmg the bill, which Include the National Employers exposed
Breast Implant Task Force and the Dalkon Shield Information Network, RMIS
branded the Rockefeller bill as "anti-consumer" and contrary to the prm-
ciples espoused by President Clinton when he vetoed last year's product to suits by children
liability reform bill (BI, May 6, 1996) The letter's authors said they are
concerned that famihes of victims of faulty products "have been ignored listing 1

in this backroom process," and they requested a meetrng with the presi- injured in wom b
dent to air their views nears
Sears settlement approved SAN FRANCISCO-California taken to a hospital after com-

employers now can be sued for plaining of nausea, breathing Business Insurance will

BOSTON-Under a settlement approved by two federal Judges in workplace inluries an unborn problems and headaches publish its annual Directory
Boston last week, Sears, Roebuck & Co w111 pay $158 mllhon to 190,000 child sustains while its mother lS Later, Ms Snydm filed suit of Risk Management Informa-
credit card customers m connection with improper collection practices on the ,ob, the state's Sumeme against Michaels, claiming her tion Systems in the Dec 1 is-
apphed to customers who had received bankruptcy protection, Court ruled last week daughter's cerebral palsy and oth- sue, which also will feature a

"What it amounted to was Sears paying back even,thing that had been The 7-0 decision in the case of er disabilities were caused by the Spotlight report on risk man-
collected by the company under reaffrrmation agreements that were not Snyder us M:chael's Stores Inc incident A trial court threw out agement systems and online
filed," said a company spokeswoman In addition, the settlement amount nullifies a 1989 Court of Appeal the suit, citing the 1989 luling A resources

includes 10% accrued mterest, forglvesthe bankrupt customers' debt and decision in Bell us Macy's Call- court of appeal reinstated the The directory is published
mcludes an addihonal $25 nulhon settlement to be distnbuted among the forn:a, which held that workers case, reasoning that the exclusive as an editorial service, and
participants in the class action compensation provides the exclu- remedy provision did not apply to there is no charge to be in-

Plamtiffs attorneys' fees will not be paid out of the $25 milhon, the sive remedy for unborn children the daughter's injuries, court doc- cluded

Sears spokeswoman said "Sears has agreed to pay those separately " T'he in]ured when their mothers are uments show The RMIS directory also ap-
court has yet to approve a figure for those attorneys' fees hurt at work, according to court The Supreme Court agreed re- pears on the Internet exclu-

Earher this year, Sears reached a separate $40 milhon settlement agree- documents ]ecting an argument by Michaels sively at www rmisweb com
ment with the attorneys general of the 50 states in connection with the Last week's Supreme Court de- that, under case law, an unborn To be listed, companies
case The company estimates researching its credit card records to identi- cision stemmed from the case of child can be considered an em- must submit a completed
fy affected customens gomg back to 1992 wall cost another $14 milhon Naomi Snyder, who was several ployee The court also rejected an questionnaire by the extended

Hoffman Estates, Ill -based Sears never disputed that it failed to ob- months' pregnant in October 1993 argument that employers are deadline of Nov 7 If your
tam necessary judicial approval m collectmg debts from some bankrupt while working in Modesto, Calif, caught between its ruling and fed- company produces or provides
customers The company took a $320 milhon post-tax charge against sec- for Irving, Texas-based Michaels eral law prohibiting employers risk management software
ond-quarter earrungs in connection with the case Stores She claimec carbon from discriminating by citing fe- products to r·isk management

"When the issue came up m Apnl we alerted our insurers, but beyond monoxice generated by an outside tal protection policies to exclude personnel and has not yet re-
that I wouldn't want to comment," the spokeswoman said lanitorial company hired to buff child-beaiing women from poten- ceived a questionnaire, please

Class members should begin receiving restitution and interest checks floors accumulated in the arts- tially hazardous jobs That issue request one by calling Assis-
in December, with their shares of the additional settlement payment and-crafts store because of inade- needs to be addressed by the Leg- tant Directory Editor Matt
probably gomg out m March 1998 quate ventilation That resulted in islature, the court ruled Scroggins at 312-649-5483

21 customers and workers being -BN Roberto Ceniceros

Briefly noted
The Cahfornia Supreme Court last week let stand an appellate decision

Inside
m Mtchael J Marks vs Lorat Colp (BI, Aug 11) that held that companies
can replace higher-paid employees with younger, lower-paid workers for • The market activity last week clearly demonstrated the Insurance Services Guide 19 I
economic reasons without violatung age discrimination laws Wilming- value of 401(k) education and the use of technology in International y9

ton, Del -based Dupont Merck Pharmaceutical Co has reached a tenta- benefit administration, wnich helped employees get Infor- Legal Briefs . .....23

tive settlement in connection with drug pricing antitrust suit talang place mation quickly, this week's editorial says PAGE 8 Letters 8

in US District Court m Chicago While confinning that a tentative set- Opmem 8

tlement had been reached with the thousands of retail drug stors that are • Even though the United Kingdom Initially won't Join Eu- Perspectives 09
plaintiffs in the case, a spokesman for the E I du Pont de Nemours & Co ropean Monetary Union, the London Insurance market is Ticker 19

and Merck & Co lomt venture would not confirm reports that the settle- preparing to do business using the new single European
ment is for $22 milhon or discuss other detmls of the agreement currency PAGE 29
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Minor claims clog
California system

RAND report recommends fast track system
for handling permanent partial disability

By ROBERTO CENICEROS

SANTA MONICA, Calif.-California
should create a fast-track disability rat-
ing system for resolving minor claims
that are driving up costs and slowing the
resolution of all permanent disability
claims, a research group says.

Claims-handling costs as a percentage
of expenses are horribly out of whack
for low-injury claims, said Rachel
Kaganoff Stern, associate political sci-
entist with Santa Monica, Calif.-based

RAND Institute, a public policy research
organization. Workers with minor dis-
abilities receive relatively low compen-
sation, yet the legal cost and effort to re-
solve their claims remains high.

RAND has spent the past year evaluat-
ing California's widely criticized perma-
nent partial disability system. RAND
was assigned the study by the Commis-

1./U>6,&663 1/66·U/U/666, 1.NUVenlUer 0, 133 i / 3

Integrated disability
not so simple today

As aging baby boomers increase costs,
: more complex programs may be needed

By MEG FLETCHER4 THE FIFTH ANNUAL 4

I Blailiess
- B:Sur-Xe.

WORKERS COMPENSATION
, CONFERENCE .

sion on Health Safety and
Workers Compensation, a
non-partisan commission

created as part of 1993 re-
forms to the state's workers

compensation system. The r
commission, which is charged r
with examining California's
workers comp system and ef-
forts to prevent occupational
injuries, is expected to propose
legislative changes in the
spring.

The PPD system has come un-
der fire because of its complex-
ity and a perception that its costs are
high while it delivers few benefits.

A full report on RAND's conclusions
and policy recommendations will be re-
leased Nov. 21. But last week Ms.

Kaganoff Stern said RAND researchers
See Claims on page 16

Additional coverage
of the conference

begins on page 24.

Gray market could hurt
structured settlements

By RODD ZOLKOS

CHICAGO-Structured settlements can

offer significant benefits to defendant com-
panies and claimants in many situations,

but an emerging "gray
market" might cause

REBEX '97 Congress to rethink
the settlements' favor-

E- Risk andInsurance able tax treatment.
Management "There are a grow-
Society, inc.'

ing number of compa-
nies that started out

their lives buying lottery earnings," Randy
Dyer, executive vp of the Washington-
based National Structured Settlement

Trade Assn. said last month in Chicago dur-
ing REBEX '97, the annual Risk & Employ-
ee Benefits Exposition sponsored by the
Chicago, Northeastern Illinois and Wiscon-
sin chapters of the Risk & Insurance Man-
agement Society Inc.

"These same companies have now discov-
ered the wonderful world of structured set-

tlements, and these companies are now ad-
vertising and attempting to buy structured
settlements from people," Mr. Dyer said.

Mr. Dyer noted that the federal tax code
clearly recognizes periodic payments as a
tax-excluded means of making settlements

because Congress recognized the social val-
ue of structured settlements.

But current tax law also specifies that
structured settlements can't be encumbered

or accelerated, he noted, adding that legis-
lation stemming from companies' efforts to
buy the settlements already has emerged on
the state level.

An Illinois law enacted last year prohibits
anyone from selling a stream of payments
from a structured settlement without the

approval of the judge who originally ap-
proved the settlement, Mr. Dyer said.

Structured settlements enjoy support
from attorneys for plaintiffs and defen-
dants, Mr. Dyer noted. "They're the one
place where there's a truce in the tort wars
because both sides generally agree on this,"
he said.

Detailing just how structured settlements
could be used, Joseph E. Gargan, a senior
vp with Settlement Planning Associates in
Washington, explained that a structured
settlement is a voluntary agreement be-
tween the parties under which the injured
victim receives damages in the form of a
stream of periodic payments vs. a single
lump sum.

"Really, what a structured settlement is,
See REBEX on page 12

MBIA, CapMAC discuss
possible merger

Transaction could be valued at $510 million
NEW YORK-Financial guarantee insur-

ers MBIA Inc. and CapMAC Holdings Inc.
are discussing a possible merger.

Armonk, N.Y.-based MBIA, through sub-
sidiary MBIA Insurance Corp., is the na-
tion's largest municipal bond insurer. The
subsidiaries of New York-based CapMAC
focus on structured finance, including un-
derwriting financial guarantee insurance
for asset-backed securities.

Based on CapMAC's closing stock price on
Thursday and its outstanding shares, a deal
between the two insurers could be valued at

about $510 million. As of June 30, MBIA
had $2.54 billion in capital, while CapMAC
had $272 million, according to rating agen-
cy Standard & Poor's Corp. A CapMAC
spokeswoman said there is no time frame as

The MBIA-CapMAC talks follow the an-
nouncement that financial guarantee insur-
er Connie Lee Insurance Co. will be ac-

quired by a subsidiary of New York-based
Ambac Assurance Corp. (BI, Oct. 27; Oct.
13).

Richard P. Smith, an S&P senior vp, not-
ed that CapMAC holds about a 4% share of
the financial guarantee market, while Con-
nie Lee's market share totaled about 2%.

"We don't really view this as substantive
consolidation in the industry," he said.

He noted also that because CapMAC ad-
dresses a segment of the market in which
other bond insurers rarely participate, a
merger with MBIA would not necessarily
mean the removal of a competitor from the
market.

SANTA MONICA,

Calif.-Moving toward

true integrated disability
management first requires

recognizing several myths
and rooting them out of a
company's culture.

That is the advice from

Dwight E. Davis, president
and chief operating officer of
Wausau Insurance Cos. of

Wausau, Wis., during a
keynote address to attendees

of the Fifth Annual Workers Compensa-
tion Conference sponsored by Business In-
su'ranee.

The conference drew a record 350 peo-
ple to the Loews Santa Monica Beach Ho-
tel in Santa Monica, Calif., last week.

According to Mr. Davis, true integrated

disability management combines disabili-
ty management and claims administration
for occupational and non-occupational in-
juries and illnesses.

The mission of such a program is "to
empower employers with the means to
manage workforce absences so productiv-
ity can be improved and direct and indi-
rect disability expenses controlled," he
said.

In its simplest form, it combines disabil-
ity management and claims administra-
tion for short-term and long-term disabil-
ity programs, as well as workers comp,
said Mr. Davis. However, a more complex
program to manage the time employees
are off the job may also take into account
group medical, unemployment compensa-
tion, wellness programs and even leave for
military service and jury duty.

The need for such a comprehensive
See Keynote on page 20

HIV/AIDS education
has declined: Report
Kodak says management support required

By SALLY ROBERTS

Fewer employers are offering
HIV/AIDS education and training to
their employees today than five years
ago, according to a new report.

In 1992, 28% of the private sector em-
ployees responding to a similar report
said they had been offered HIV/AIDS
education by their employers over the
past 12 months. In 1997, however, only
18% of the employees answered accord-
ingly.

Furthermore, the report, released by
the National AIDS Fund and the Na-

tional Assn. of Manufacturers last week,

reveals that 29% of the 2,000 polled em-
ployees believe an HIV-infected employ-
ee would be fired or placed on disability
by their employers at the first sign of ill-
ness. An additional 13% said they think
their employers would restrict an HIV-
or AIDS-infected employee's benefits.

Sharon Canner, vp-entitlements poli-
cy for NAM in Washington, attributes
the decline in workplace AIDS educa-
tion programs to the "changing nature
of the epidemic."

With the success of new treatments

and the recent downturn in the number
of AIDS-related deaths in certain demo-

graphic areas, people lack a feeling of
urgency, which leads employers to be-
lieve,"My gosh, maybe we don't need to
do as much as before," Ms. Canner said.

This perception is "absolutely wrong,"
she said. "Complacency is foolhardy.
This is the time to be educating, and the
workplace is the best place to educate."

Pat Alekson, unit director for preven-
tive services at Eastman Kodak Co. in

Rochester, N.Y., agrees.
"We feel (AIDS/HIV education) is

even more important now because peo-
ple are returning to the workplace either
affected or infected," she said.

The workforce needs to understand
what is fact and what is fiction with the

disease, and employees need to share
that with their families.

Kodak has been educating its employ-
ees about HIV and AIDS since the mid-

1980s, Ms. Alekson said. The company
constantly updates its workbooks,
videos and seminars, available to all its
employees. The human resources and
medical staff all have received corporate
training, as have all managers and su-
pervisors in the United States and
abroad. A toll-free telephone line allows
employees to find out where resources

See AIDS on page 39
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Anthem
2ontinued from page 2
request of state legislators (BI, June
3, 1996).

According to the complaint, filed
n Franklin Circuit Court in Frank-

brt, Ky. the attorney general
claims the Kentucky Blues plan's
roots are as a charitable entity in-
corporated in 1938 for the "purpose
of promoting public health for the
benefit of all mankind." He claims

all of BC/BS of Kentucky's as
sets were held in a charitable trust

until 1993 when, he alleges, the as-
sets were illegally converted by An-
=hem to its own for-profit use. In
:he process of completing the deal,
=he suit alleges Anthem made "un-
fair, false, misleading and decep-
=ive representations and omis-
sions."

Anthem refutes the claims.

BC/BS of Kentucky "is not and

never has been a charity," Anthem
said in a statement.

While the Blues plan is a not-for-
profit company, not all non-profits
are charities. The company has
never met the qualifications of a
charity, it said.

Furthermore, Anthem states the

Blues plan merged with a mutual
company, not a for-profit company,
so the assets that were developed
by the Blues plan are working on
behalf of all Anthem BC/BS mem-
bers and not outside investors.

In addition to Kentucky, Anthem
also operates Blues plans in Indi-
ana, Ohio and Connecticut.

Attorneys general in Connecticut
and Ohio are said to be considering
similar actions related to charitable

assets.

Anthem and BC/BS of New Jer-

sey halted their merger agreement
last year due to regulatory delays
and litigation related to the chari-
table assets issue. Ell

Superfund
Continued *om page 1

1993 but has repeatedly failed. In-
surers and risk managers have
sought throughout the legislative
process to get a bill that would pro-
vide the broadest possible relief
from retroactive liability for clean-
ing up Superfund sites where legal
dumping took place before CER-
CLA took effect in late 1980.

The Boehlert measure has drawn

considerable support from insur-
ance groups and business groups
even though it does not provide as
much liability relief as they had
sought. Such disparate groups as
the Chemical Manufacturers Assn.,
the National Automobile Dealers

Assn. and the National Federation

of Independent Business are sup-
porting Rep. Boehlert's approach.

"It doesn't go as far as we wanted
it to, but we're ecstatic to see some-

INTRODUCING GLOBALZ NDXS,

thing moving at last," said John Ar-
lington, assistant vp of the Ameri-
can Insurance Assn. in Washingtc,n.

Peter Lefkin, senior vp-govern-
ment affairs in the Washington of-
fice of Fireman's Fund Insurance

Co., said "All of us would prefer a
much broader measure. Nonette-

less, Rep. Boehlert is a realist, and
we have to support his decision that
this is probably the best we can
hope for. As in any legislation, rve
cannot let the perfect be the enemy
of the good." He said the Boehlert
bill would "rid the system of a large
number of potential litigants."

"It reduces the parameters of the
chaos that afflicts the current sys-
tem," Mr. Lefkin said.

"I think it's a shot in the arm for

an otherwise lackadaisical legisIa-
tive process. It's still a step in the
right direction despite the lack of
comprehensive liability reform,"
said Ptancis D. Bouchard, director-
federal affairs for the Reinsurance

THE EXCESS CASUALTY FACILITY THAT

SPEAKS YOUR LANGUAGE.

1

Tired of patching together a large excess casualty

structure for your global business when your primary

casualty premium exceeds $1 million? Or dealing with

offshore providers and restricted coverage triggers?
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alty facility that offers seamless global coverage up to

$100 million. You'll save time and money, and have one

conv.enient contact at CNA Risk Management. In any

language, it translates into the smart way to protect

yourself. To learn more, call your CNA broker today.

WE GET THERE BY LISTENING-

CNA RISK MANAGEMENT

CNA is a registered service maN of the CNA Financial Corporation.
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A CiAtOVy ofCommitment

Assn. of America in Washington.
The New York-based Risk & In-

surance Management Society Inc.,
while welcoming parts of the mea-
sure, questions the wisdom of ex-
empting small businesses from lia-
bility, noted David R. Haight, vp-
environmental for RIMS and direc-

tor-risk management for CF Indus-
tries in Long Grove, Ill.

"Basically, Superfund doesn't
work and is an impediment to get-
ting things done. In the past, there
have been attempts to exclude
classes of people. While there are
many good things in the bill,
they're trying to take the class ex-
emption approach, which really
doesn't fix Superfund," said Mr.
Haight.

The administration, however,

thinks the bill goes several steps too
far.

While Ms. Browner praised the
measure as a "good-faith effort"
during testimony before the House
Transportation and Infrastructure
Committee's Subcommittee on Wa-

ter Resources and Environment,
which Rep. Boehlert chairs, she
said the administration could not

support the bill as written.
Of particular concern to the EPA

are the liability provisions, which
Ms. Browner said could shift the

burden of cleanup costs from pol-
luters to taxpayers. She said the li-
ability exemptions should be based
on the ability to pay, not on the
number of employees on a compa-
ny's payroll. She also criticized us-
ing profit margins as a factor in de-
termining a company's liability,
saying there are a number of ways
to calculate a profit margin.

Ms. Browner also complained
that the Boehlert bill does not pro-
vide adequate safeguards for
ground water quality, would pro-
mote more-rather than less-liti-

gation over cleanup responsibili-
ties, and would permit states to
limit the EPA's ability to enforce
cleanup standards.

But reform advocates do not take

Ms. Browner's complaints as a kiss
of death for the bill's chances.

"I look at this, everybody is talk-
ing about the same kind of struc-
ture of reform; now we seem to be
debating the details," said AIA's
Mr. Arlington. He noted, for exam-
ple, that Ms. Browner agreed that
small businesses deserve protection
under Superfund, although she and
Rep. Boehlert disagreed over exact-
ly what constitutes a small busi-
ness.

"That suggests to me that there's
a compromise in here somewhere,"
said Mr. Arlington.

"It is a consensus vehicle that

should politically have enough sup-
port on the Democratic side to
make its passage clear and decisive
on the House and Senate floors.

The problem with this bill, as in
any piece of legislation, is whether
or not the Clinton administration

really wants to address the Struc-
tural problems of Superfund or
continue their electioneering for
another three years. If the latter is
true, nothing will satisfy them,"
said Mr. Lefkin.

The Boehlert bill is only one of
several Superfund reform measures
likely to come into play during the
current Congress. Reps. James Bar-
cia, D-Mich.,and Calvin Dooley,
D-Calif., introduced a measure that
resembles the Boehlert bill in many
respects but that defines a small
business as one with fewer than 30

employees. Other Democrats may
follow suit with their own measures

in coming weeks. Rep. Michael Ox-
ley, R-Ohio, also is considering in-
troducing his own measure. And
Senate Republican and Democratic
negotiators are continuing to dis-
cuss the Senate GOP leadership's
Superfund bill, S.8, with Ms.
Browner. Eli
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work already?
Back to
AN EMPLOYEE HAS AN INJURY, OR BECOMES ILL.
WHETHER IT HAPPENED AT WORK OR AT HOME.
WHETHER THE RECOVERY PERIOD IS SHORT OR LONG
TERM. THE EMPLOYER RELIES ON OUR EARLY
ASSESSMENT OF THE DISABILITY, CLEAR AND IMMEDIATE
COMMUNICATIONS WITH PHYSICIANS. WITH MEDICAL

THE

MANAGEMENT AND RETURN-TO-WORK PLANNING.
RESULT IS A HEALTHIER EMPLOYEE, A FASTER RETURN, A
MORE PROFITABLE COMPANY. WAUSAU CAREMANAGED
DISABILITY FROM THE BUSINESS INSURANCE EXPERTS.

The business insurance experts.
WAUSAU



6 / Business Insurance, November 3, l997

·s #-FS'*,* :*126%4* - E' 1..,-1.-: 2 .
(*Ap .'' 3*%6...

University, insurer to build center
By ROBERT KAZEL

SCHAUMBURG, Ill.-A univer-

sity and an insurance company
are joining forces to build a child
care center both can use.

Roosevelt University's satellite
campus and Zurich-American In-
surance Group, situated on adja-
cent property in Sehaumburg, Ill.,
last month broke ground for a
10,000-square-foot child day and
evening care center that will be
able to serve up to 124 yo ingsters
from age 6 weeks to 6 years old.

The decision to build the center

at the school's suburban Schaum-

burg campus, which will serve
university students and staff as
well as Zurich workers, has its
roots in a longstanding relation-
ship between the school and its

Benefit Beal

corporate neighbor, said Theodore
Gross, Roosevelt president. In
19 00, Roosevelt faculty began
t€Eching classes at Zurich in Roo-
sevelt's new Partners In Corporate
Education program.

This program was desigred to
make it easier for Zurich en:ploy-
ees to work or --heir degrees by
tsking some classes at the work-
site.

Zurich s financial contribution

ts the child care center will

amount to more than $1 million,
Mid Mr. Griss. Roosevelt Univer-

sity is donating the land for the
c€nter.

' These are twc private institu-

A

1

a

tions with no taxpayer subsidy
from the state or federal govern-
ment," Mr. Gross said.

The child care center is sched-

uled to open in the spring of 1998
and will be built as an addition to

a classroom building.
Those who use it will pay a

moderate fee, Mr. Gross said. It
also will be used as a laboratory
for the university's College of Ed-
ucation and psychology depart-
nnent.

Bright Horizons, a national
child care management company

based in Cambridge, Mass., will
run the facility and receive all
fees, Mr. Gross said.

'. 1
J

----( 4

t would be absurd for us
to compare our insurance

programs to the

Seventy percent of the spaces in
the center have been slotted for

Zur.ch and the remainder for

school staff and s:udents. It ts ex-

pected shat the center will be used
by children of Zurich workers pri-
marily during the day and Roo-
sevelt students and staff at night,
because the schoil mainly Dffers
evening classes.

Dental PPOs gain favor

work of Monet

They're clearly more reminiscent of Rembrandt.

Taking a new middle grz,und,
employers are gradually adcpting
more dental preferred prc vider
organizations, although dental in-
demr_ity plans and dental health
maintenance organizations. are
still more prevalent.

Over the past two years, the
number of plan sponscrs that

A- eltED

have moved to dental PPOs,

which offer an optional list of ap-
proved dentists for discounted
service, has risen between 4% and
5%, according to Cor van der Wal,
a principal in the San Jose, Calif.,
office of benefit consulting firm
William M. Mercer Inc.

Mr. van der Wal, Mercer's na-
tional director of dental consult-

ing, found in a survey of 482 em-
ployers that some employers ap-
parently have turned against den-
tal HMOs as being too restrictive
or suffering from a lack of em-
ployee access.

"Employees just can't get ap-
pointments," said Kathy Smith-
wick, a special consultant at Mer-
eer.

According to the survey, 57% of
companies reported offering only
a traditional unmanaged plan.
Nine percent offered a preferred
provider organization only, 2%
offered a dental HMO only, and
7 % offered both a traditional plan
and a PPO.

Additionally, 19% of employers
offered both a traditional plan
and a dental HMO and 6% offered

either a PPO and a dental HMO or

all choices.

The level of satisfaction with

dental managed care is up an im-
pressive 15%, Mr. van der Wal
said, compared with two years
ago.

More companies are considering
moving to managed care plans
than before, though few say it is
likely they will do so within two
years.

The survey found that only
about four in 10 respondents were
able to estimate how much money
they had saved through dental
managed care programs. Those
who knew reported average sav-
ings of 14%, with a median of
10%. But 14% reported no sav-
ings

Most employers reported being
very or somewhat satisfied with
dental managed care. But 23% are
only slightly satisfied, and 6% are
dissatisfied.

Free single copies of the report,
"Mercer's 1997 Fax Facts Dental

Benefits Survey," may be ordered
by calling Sarah Markfield, 212-
345-7584.

VOA common benefits

NEW YORK-The Volunteers of

America, a leading national char-
ity with 9,000 employees, wants to
bring its 51 large and small inde-
pendent affiliates under one ben-
efit plan.

Individual units of VOA always
have dealt with insurance by
themselves. Now, benefit consul-
tant Chernoff Diamond & Co. of

Albertson, N.Y., has been hired to

create a common benefit program
for all of VOA, including life in-
surance, long-term disability,
medical benefits and dental cov-

erage.

The whole process, according to
Chernoff partner Kevin Quinn, is
certain to save coverage costs in
the future due to economies of

scale and more competitive bid-
ding.

Chernoff is creating a database
of health information it will use in

negotiating medical insurance.
The benefit consulting firm in-
tends to invite both HMOs and

POS programs to the table, Mr.
Quinn said.

"Hopefully what we're trying to
do is increase the level of benefits

to employees on a cost-effective
basis," Mr. Quinn said.

It will take until the first quar-
ter of 1998 for common life and

long-term disability coverages to
be put in place. Medical and den-
tal coverage will follow in the sec-
ond quarter of 1998. [87
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Bullish on 401(k) education
I

F THERE EVER WAS any doubt about the value of
educating employees about their 401(k) savings plan
options, this week's turmoil in the stock market

should forever quash those doubts.

When the stock market plunged by more than 500

points last Monday, it would not have been surprising if
a high percentage of the roughly 25 million participants

in 401(k) plans had panicked and moved out of the equi-
ties market, an action that would have exacerbated the

fall in stock prices.
But that didn't happen. By the close of the market

Tuesday, investments in equities funds held by 401(k)
plan participants probably showed a slight increase
compared with the start of the week, benefit consultants
and employers said.

At the same time, benefit managers said they were

struck by the virtual absence of calls from employees
concerned about their 401(k) plan investments. Reason
and calm-amid an ultra-volatile market-were the or-

der of the day for plan participants.
This calm employee response to a turbulent stock

market is not an accident. It is a direct response, to the

multiyear communications campaigns employers across

the country have been conducting to educate employees

about their 401(k) plans. A message employers have been
*ing to deliver during those campaigns is that employ-

ees should think of their 401(k) plans as long-term sav-
ings vehicles.

Certainly, implicit in that message is that trying to

chase the equities market-constantly jumping in and
out-makes little sense and in fact can be financially ill-
advised if your savings plan objectives stretch out over

many years.

The fact that 401(k) plan participants did not flee the
equities market is an indication the message is being
heard.

We also think the revolution in benefit administration

technology played a key role in preventing panic. It was

unimaginable a few years ago that employees could re-
trieve information or take care of certain savings plan
functions with the ease of a telephone call.

1-1_41 IIIANAYS REMEMBERTO el)CKLE OP 1/1 PS==r ># -_ fi

Through voice-response systems and benefit adminis-
tration centers run by benefit consultants and other ven-

dors, 401(k) plan participants can get up-to-date infor-
mation about the values of their accounts and seamless-

ly change from one type of investment to another.

Call volumes to voice response systems and call cen-
ters surged last week. In some cases, volumes were dou-

ble and triple normal volumes. But a good percentage of
calls by participants were simply to find out account
balances and to get assurance that if they wanted to
change investments, they could do so.

Just knowing they could get information quickly and
move their investments easily had to have had a calming
influence.

With probably more market turbulence ahead, one
thing that employers can do is give employees more in-
vestment choices. The risk of putting all of one's eggs in
one basket is much reduced when savings plan invest-

ments are spread out among many options.

letter.C

Reinsurers' celebration smaller than it looked
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To the editor: The Sept. 22 article, "Mis-
sion Veterans Fete End of Reinsurance Bat-

tle" sadly gives the impression that the
group of reinsurers involved were contesting
:essions from the entire Mission organiza-
tion, whereas the subject lawsuit related
only to the business ceded to them as pool
members of Pacific Reinsurance Manage-
ment Corp., an MGA that was one of many
subsidiaries of Mission Insurance Group Inc.

Indeed, a number of these "veterans" have

settled their obligations to other Mission en-
tities at 100 cents on the dollar and all of

them have contributed to a settlement

amount of approximately $43 million aris-
ing from the legal proceedings described in
your article.

In addition, those who have followed the
fortunes of the Mission estates will recall

that in an earlier dispute with another, sim-
ilar group of PRMC pool members-
Abeille-Paix et al.-the majority of an arbi-
tration panel of reinsurance professionals
found no evidence of fraud on the part of
PRMC and ordered the payment of virtually
all of the recoverables due as a result of the

pool members' participations in PRMC
business.

The recent ruling obtained by the "veter-
ans" who celebrated in Monte Carlo was

given by a referral panel of retired judges
who, at the outset, admitted to little or no

1cnowledge of the reinsurance business.
R. Gaylord Smith, counsel to these "veter-

ans," is reported as saying that Mission has
collected more than $1 billion as a result of
"bullying" by the Mission liquidator's
lawyers. It is true that, to date, the Mission

liquidator has marshaled a total amount of
assets in excess of $1.4 billion, the majority
of which arises from reinsurance recover-

ables. However, most of the reinsurance col-
lections have emanated from mutual agree-
ments negotiated between reinsurers and
the Mission liquidator's staff as respect con-
tracts that have nothing whatever to do with
the PRMC operation.

At Mission, we say that reinsurers that
would rather not pay will serve on the ced-
ing company a list of allegations that appear
in page one of an imaginary industry book-

let entitled,"The Reinsurers' Handy Guide
to Contract Rescission "

Your picture of the group of "veterans"
gathered in Monte Carlo clearly shows their
happiness that, this time, it worked. For an
earlier group of PRMC pool members, it did
not.

Geoffrey 1 Nicholls
Special Deputy

Insurance Cornmissioner

Chief Executive Officer

Mission Insurance Cos.' Trusts

Los Angeles

Regulation costs justify RRG fees
To the editor: Your bias with respect to

risk retention groups was exemplified
again in your Oct. 6 opinion, "Averting
Death by 1,000 Fees."

It is obvious that little research exists be-

hind such opinions. In fact, risk retention
groups continue to demand a dispropor-
tionate amount of state regulators' atten-
tion on matters of financial solvency. While
there are a number of well-managed RRGs
operating with sufficient capital, there is an
even larger group that requires close scruti-
ny from regulators not only because of sol-
vency concerns but also the added discom-
fort of regulators knowing that RRGs pro-
vide no guaranty fund protection for their
residents, who may become RRG
claimants.

It is appropriate to think of RRGs as
loose confederations of insureds with simi-

lar risks who have entered into joint and

several liability relationships. Those rela-
tionships are only as strong as their weak-
est links, and in the current competitive
marketplace, where traditional insurers are
cherry-picking the better risks out of RRGs,
the solveney concerns are only aggravated.

It would be easy for state regulators to
look the other way and blame the federal
government every time an RRG failed, but
it would not be the responsible thing to do.
State regulators have valid added concerns
with out-of-state RRGs that do business in

their jurisdictions, and to address those
concerns costs money.

Your editorial makes it appear that the
regulatory process imposes fees for punitive
purposes rather than to recover the higher
costs associated with RRGs.

Robert C. Quigley
Quigley & Associates

Hatboro, Pa.
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WHEN YOUR

CORPORATE LOGO

is A FIRE HYDRANT

YOU CAN'T SIT STILL

FOR A MINUTE.

Reliance began in 1817.

And we've never looked

back. We've been too busy

hounding our competition.

Today, we're an $11 billion

group of companies in

worldwide property and

casualty insurance.

We're old, established, big.

t
Ir·

It might sound self-serving

for us to tell you we're

regarded as the most

dynamic and creative

company in insurance today.

Yet ask our customers about

Nobody's parked there.

1-800-241-4487

http://www. rgh.com

Li

And anything but staid.

In fact, it's our unusually A:-

innovative approach to

insurance that's helping us -0*
grow at twice the rate of the

rest of the industry.

us-many of whom are

Fortune 500 companies

they'll likely agree.

and

In any event, should you

come across the Reliance

fireplug on a letterhead, an

annual report, a business card,

or a building, you can at least

be certain of one thing.
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Group Holdings, Inc.
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REBEX comes "through the process," Mr the number of hours billed by the ing vehicle, providing financial loss cases, particularly to satisfy
Gargan said defense counsel and the legal ex- due diligence and continuously cases involving groups of home-

A defendant company needs to penses the plaintiff will seek to monitoring the program's results owners seeking reimbursement
Continued from page 3 initiate discussions early, he sug- recorer Structured settlements can for construction defects, Mr Gar-

is anything but a lump-sum cash gested It also should divide the And, because legal expenses es- make sense to both sides in the gan said, as well as in environ-
payment," he said larger demand Into its smaller calate dramatically as tr.al nears, process The most notable advan- mental and pollution liability cas-

Among the advantages are that components, addressing each sep- tage that structured settlements es

payments can be scheduled for arately and focus on net income offer claimants lS that periodic "Whenever there's a future need

any length of time-even for a rather than gross Structured settlements payments are received free of fed- for payments, usually a structured
claimant's lifetime, and can be It also should address the eral income taxes They also re- settlement will work," he said
paid in a variety of ways, such as claimant's actual needs rather can reduce legal costs, duce the claimant's chances of Federal law does provide that
monthly, quarterly or on a joint- than perceived wants "If some- generating savings'on squandering or mismanaging the the defendant may transfer the
life basis body says they want to go to Dis- money or falling victim to un- cost of future damage payments to

Payments are structured to meet ney World every year, well, they both sides of the fence,' scrupulous or unqualified invest- a third party by means of a "qual-
the future financial needs of the wouldn't have gone to Disney says Joseph E. Gargan. ment advisers ified assignment" to a financially

claimant, such as lost wages, med- World every year prior to getting Among the cases for which secure institution Such an assign-
ical needs, college funds or mort- hit by the bus," Mr Gargan said structured settlements are ideally ment provides the claimant with
gage payments "They can be The defendant company should suited are temporary or perma- security that future payments will
matched to future financial continuously make good-faith additional money is saved by ini- nent disabilities, guardianship be made
needs," Mr Gargan said structured offers that reflect those tiating ser.ous discussiors early in cases, wrongful death cases or se- To qualify, the assignment must

The reasons a company should identified needs the Fricess vere injury cases, especially those meet certain provisions, including
establish a comprehensive struc- Done early in the process, struc- Strl.ctured settlement programs with long-term needs for medical that the payments are fixed and
tured settlement program are that tured settlements can reduce legal need broad corporate support, Mr care, hving expenses and support determinable and cannot be accel-
it helps to negotiate better settle- costs in several ways, generating Gargan said, with senior manage- of a family erated, deferred, increased, de-

ments, it reduces legal and finan- savings "on both sides of the men: defining the program and Structured settlements also creased or otherwise changed af-
cial liabilities, and a structured fence," Mr Gargan said, reducing setting goals, selecting :he fund- could be used in some property ter agreement is reached
settlement professional can pro-
vide a wide range of services and
expertise, Mr Gargan said

But, "most defendants don't es-
tablish a structured settlement

:.

claim reps to select a structured

\4
program," he noted "They allow e

11 1

r :

settlement broker that they're go-
ing to use "

Mr Gargan noted that what can
distinguish structured settlement l

brokers is the level of service and

added value they can provide i f 1 1t f

Among other things, they can
$

1 1 i*
+ 5

pany s senior management, con-

A
'I 1

tt e;ttlfhwituheetieedntsectote- 1S I1 lili E '16 44 &

duet file reviews, train claims

F # 4

.,

people on how to use structured
settlements, provide life care 1 f1

11
9 i

r

4 a
P ;U

plans, economic cost analysis and
wage-loss analysis, he said 1\*1 -P 0 '1.00 0 0. liFIR 00& OA structured settlement broker

also will attend defense meetings
and settlement conferences, pro-
vide administrative and legal sup- 1port and report on the status and
success of structured settlements 4,

they've helped arrange
The last element is critical Mr >m . 1 t,Sjhs #11,4 '..,fr .

Gargan suggested "If you're
.,

1*
L

putting together a program, you * 1
I. .,1 '.

j ,

want to know how that program's ¢i,
r

41. -

working," he said "You want to
know where you stand, if you are I

saving money " '5

The actual cost savings a defen-
dant company can gain through
the use of structured settlements

-
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DIRECTORY OF BUYERS

The 1997/98 Buwnet, insu}ante Di-

rectory ot U S -Based Corporate Buy-
ers, of Insurance, Benefit Plans and

Risk Management Services ts avail-
-1

able m two editions

The 15th annual U S edition con-

rains alphabetical hstings ot 3,196
U S corporations You'll find names
and titles of 18,654 executives re- 1

sponsible for risk management, em-
ployee benefits and more. plus vital
company facts and figures

The fourth annual International

edition lists 4,673 executives from
859 companies m 28 countries out-
side the United States In addition to

an address and phone and fax num-
bers, you'll find nature of business,
currency of the country, revenue or
sales, and the names and titles of the

executives responsible for risk man-
agement, security, health care and fi-
nance

B/' s Directones of Corporate Buy-

ers are available in pnnt or on disk for
the PC To order your U S or intema-
tional edition, or to purchase the BID
Software for either directory, call ATLANTA BOSTON CHICAGO COLUMBUS DALLAS

313/446-1609
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Putung rhk tr ,fer provoslans En vwbung
Contract law conunues to offer opportunity to reduce liability, attorney says they come on the back of a docu-

ment and nobody's seen st/' Mr

Sy RODD ZOLKOS
Brennan said "They'Il still be up-

He
REBER '97

d}s- Brennan noted or specify that O£Ely certam de- held in many cases "
cussed vax'i- Risk deflection devices include grees of negligence will be consid- "Indemnity agreements should

CHICAGO-Although the law m Risk and ous aspects exculpatory dauses which essen- ered actionable, Mr Brennan said be in writing one way or another,"
has changed over the years, "the 01 0 Insurance

Managementt
of risk trans- tially bar a party's right to sue for One reason courts allow limita- Mr Brennan said He noted, how-

old contract doctrine stiI) sur- 95£ Seelet» Ine: fer devices negligent bebavior disclaimers, tion-of-liability provisionsis that ever, that "negligent vs intention-
vivess ' according to one defense last month m which in effect say "Don't rely on the provisions make clear who's al behavior can lead to indemnity
attorney, and wnth it considerable Chicago at anything I've said or agreed to responsible for providing insur- as well," and indemnity has been
contractual opportunities to REBEX '97, the annual Risk & do," by pulling the other party on ance allowed in a case involvlng one co-
transfer risk Employee Benefits Exposition notice of limited responsibility, Indemnity and hold-harmless defendant who was merely negli-

Properly used, those contractual sponsored by the Chicago, North- waivers, which are similar to ex- agreements fal] mto the nsk trans- gent vs the other who was en-
provisions are effective means of eastern Illinois and Wisconsin culpatory clauses and are an ex- femng device group gaged in intentional behavior
transferring risk, said Patrick W chapters of the Risk & Insurance plicit agreement in advance not to "The classical definition cf these "Don't stop thinking about in-
Brennan, a partner w.th the Criv- Management Society Ync bring claim or suit, and limita- 15 that there's a complete shift of demnity when there isn't a con-
ella Carlson, Mentkowski & Generally, contractual risk tions of hability, which basically hability," Mr Brennan said There tract," Mr Brennan said
Steeves S C law firm in Milwau- transfer provisions can be broken say "'You can sue me, but only are, however, hybrid agreements "Probably the hardest cases that
kee into two groups protective "risk for ," Mr Brennan said that might provide for on}y partial I see are those where you seek m-

If properly written, courts will deflection devices" and risk trans- Limitation-of-liability provi- transfer of liability, he said demnity for your own negligence,"
uphold those provisions, Mr Bren- fer devices that actually shift the sions essentially restrict the kinds The indemnity agreements that he said Indemnity can be ob-
nan said obligation to another party, Mr of damages thai can be obtained I've seen are most dangerous when tained in even those cases, howev-

er, the attorney said "Even
though it's not favored, it Will be
upheld if there is sufficient indica-
tion that this indeed is the parties

"'ll.*Fr agreement

' 7 4,%*1 ... P .,6 1
6#4 -*f·*64{.t 'R.fi:f..55: /- In order to trigger indemnity,

the best thing a company can do is
d¢*54,3 ..4, .  send the Indemnifying party a

timely letter that is clear and pre-
eise, providing full information

4 about the occurrence, Mr Brennan
.45. 't · r said* I The letter should make an un-

equivocal demand to defend and
offer to surrender control of the

defense to the indemnifying party
 In making a case for indemnity

in court, companes should "be
prepared to show that you acted in

a a way thal is consistent with the
f argument you want to make," Mr

1

1 Brennan adwsed

l . In drafting the contract, anyone
5 , thinking ihey might later have to

. make that risk transfer case in

t
t

$ court needs to consider several

t
factors

l'i

One key is whether the contract
ts contrary to public policy "If the
contract smacks of unfairness, the

t  courts are going to find a way to
say pubbc policy prohibits this,"
Mr Brennan said

Of course, if the agreement is
. Al

against state law, it voll not be up-
held And ambiguous contracts
will be interpreted against the
dmfier, Mr Brennan said mIN

9, »1 REBEX

meeting
1, */ draws 600

ES'

to Chicago
T.1

CHICAGO-REBEX '97, the
' 4 1 annual Risk & Employee Ben-

efits Exposition sponsored by
the Chicago. Northeastern Illi-
nois and Wisconsin chapters of
rhe Risk & Insurance Manage-
ment Society Inc, drew about
600 attendees to Chicago's
Palmer House Hilton Oct 21

bussness 8 14- and 22
, 3%*irs. REBEX '97 attendees were

able to select from more than

I.EMPLOYERS REINSURANCE CORPORATION
30 different concurrent ses-

mons dunng the two-day con-
A GE Capetal Sennces Company ference

In addition, the conference

gave them the opportunity to

5200 METCALF, OVERLAND PARK, KS 66202 USA
visit more than 50 exhibitors

in the conference's exhibit

800-255-6931 hall

REBEX '98 is scheduled for

Nov 1748, 1998, st the
Palmer House Hilton in Chica-

KANSAS CITY LOS ANGELES NEW YORK PHILADELPHIA SAN FRANCISCO go
For more information call

847-480-9712
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SOLVING BEG PROBLEMS ES VERY IMPRESSIVE.

SOLVING SMALL PROBLEMS BEFORE THEY BECOME

SIG PROBLEMS

IS EVEN MORE EMPRESS]?VE.
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How many arrows are needed to score exactly one hundred on this target?
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Company - we catch problems in time. f- Through direct dialogue with each

client, we identify unique concerns, formulate objectives and respond with

sophisticated risk transfer, risk sharing and risk management solutions. 1

Our program pricing and design gives proper recognition to each client's actual

loss experience and exposure control efforts. 1- In sum, our consultative

approach to problem-solving helps our clients preserve and enhance their

assets and operations. ,1 And as a member of the Munich Re Group, there's

unsurpassed financial strength and capacity behind our responsiveness.

 We can help you control the cost of risk.

Am-Re Managers, Inc., 685 College Road East, Princeton, New Jgrsey 08543-5241 609-275-2000 www. amre.com

4- AM-RE MANAGERS, INCAn affitkile of Ame rican Re-insumnee Compan:
A Member of the Munich Re Group
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Claims track for these claims-much like RAND's findings were based on not better, and would gladly go president of American Home As-
the quick-checkout aisle of a gro- statistical reviews and interviews back to pre-reform ln terms of surance Co 's Specialty Workers
cery store-that would limit the with employers, workers, insurers structural complexity in workers Compensation Division in New

Cont:nued from page 3 paperwork and would focus on and regulators in California's comp in California The transac- York
were particularly struck by a log- getting these claims resolved ; ery workers compensation system tion costs are very high particu- Mr Pasqualetto noted that pre-
lam of low-level claims that take a quickly They would actua.ly use miums in California have dropped
disproportionate amount of time a different schedule than the main 35 % in recent years and that in-
to resolve disability rating schedule " surer premiums collected in 1996

"

So our main policy recommen- RAND also studied wage loss RAND thinks lower-rated workers are comparable to those collected
dation, or the premier one, lS that among disabled workers to see if compensation claims in California should 10 years earlier Losses have mod-

 we begin to focus on these low- there is any correlation between erated since 1991 and were rela-

rated claims differently than lost earnings and benefits paid be put on a fast track and handled tively flat in the post-reform years
we focus on high-rated major under the state's disability rating between 1993 and 1996

claims," she said last week at schedule In that respect, the re- quickly, says Rachel Kaganoff Stern. But the stability in claims losses
Business Insurance's Fifth Annu- searchers found the disability rat- came about because of efforts that

al Workers Compensation Confer- ing schedule lacking, so they will focused on the "picking of low-
ence in Santa Monica "They are recommend it be revised based on hanging fruit," he said "The hy-
clogging up the system We are a wage-loss study Many of those participants still larly in comparison to the benefits pothesis that I have going forward
told that claims adjusters and at- In conducting the study, re- find the system complicated, ad- that are paid in the state," she lS that&hose losses are going to in-
torneys are cutting back on searchers were not able to collect versarial and litigious despite re- said crease "

caseloads because claims have data from self-insured employers form efforts In discussing workers comp From 1992 to 1994, losses de-

gotten so complicated Why we because the state does not collect "Everybody agrees that the sys- trends in California, Ms Kaganoff creased steadily, but from 1994 to
are treating these low-rated lt Therefore, another recommen- tem lS complicated," Ms Kaga- Stern was Joined by Edward C 1996 the trend reversed
claims with this complex process dation lS that the state create a noff Stern said Woodward, president of the Cali- "That suggests a very negative
is beyond RAND claims database that captures in- "Basically every stakeholder we fornia Workers Compensation In- trend, because what you are see-

"We are recommending a fast formation from self-insurers talked to thinks that it is worse, stitute and John G Pasqualetto, ing is reserves being taken down
by camers for prior years to make
their accounting periods look bet-
ter," Mr Pasqualetto said "We

,·: -4.i,V,, *v,,ir:,4.  5.:.  -ihtS...i' c: ar.f'9::.6>3',4445-". f -<-b':S2fY:"<67<ZY'S- t. 5 ::', -'» are essentially taking some of the

SOMETIMES GOOD 1 i· p.49„ tt,,«'.: *-A- Mo·,2- 42-(25; 4., ·ti d->25864Sqirs2*f'eN;),292& fruit from the past and showing it
4 42 44<yffwags . SES 1 i M , 74 7 *f + li / · in today's earnings But the mes--«»-'lat:6:.':+-2-,0:f, ,-*Sjit/·C] fdft.-:7,ISEt:?...

THINGS CAN BE HARD dv,t:'i B 02<462*6#A,  v er,F,i-5i.-i444 , »·'7 , sage from that lS there isn't a lot
5 T, left in the cupboard ":BFAN'-5«,5 ff,'»,

Loss evidence also "suggests the

TO SWALLOW. , I,!,- t,-,61.''fo:*r. E :f"-', 5},z ' U*.-, *53:S·ff,I,f--:,i-"-'.7) f,brjl',p>.641*)64-f industry is having some reserving
issues," he added

lei At the same time severity has
.

not been stamped out of the sys-

-
' I. I tem despite the reforms "Quite to

9 1 'f,
r the contrary, we are seeing an

emergence of severity," he said
1·1

. .?,*]jfff'.4.-r>/13 . 38 Added to that, frequency has in-
4

. 9- 4 creased during the past two quar-
S' 22

" 1. ters
.

"So there lS some trouble in

River City, although employers
i .:fo 2/

9 : 1 * -- 5-t.,2 - still enjoy a pretty good deal," Mr
I. . S.,''

11 Pasqualetto said9.&, b'.44'f#2--
4 W Many cost factors in the system

£ Ram: are being driven by factors other
1,7 7 43

fE :4
than the legislative reforms that..'.  . S P .. began in 1993, Mr Woodward
said Those factors include Cali-

fornia's economic state, the aging
B---

9
-- -1

of the workforce and an increase
r#5*:76=4#7

/7117 *bt'.,&,#,, :J1„,> 30744.{Slit{33Bt·> --

X 17-·,i . ,w ! -,r. ' --
in carpal tunnel claims

1 r,35,<.(56'%, f.
'So the trend that I see is prob-

1&31'1--St<t,4'*ff»dp#*.962,7 1 t't-314#'i;ld,.. i
0/Ar ./' ably increasing costs for the next

·'liskf''is.u,·s.,3 tri.4#: :.:1 1,fizi•.80.-
1,-,1 rl' ,

year or two," he said "Although
(insured) employers are happy to-

1

111 4  SC«46'...'.,."...'.7,2"-,,»*-23"' - .\

111 1 1
1

1
. "005 'S52.Ar,6 i:, :1, ' day I would say that there is cer-9#*%14. ,- 1

1 -1 _u-L =- __ _J_ '_141-L tainly trouble ahead in the next
'Ir two years in

-1

1 -1

111 1 ,

111+ : 11' 1

1
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large international insurance organization
• SERVICES •

Some of you may think this will change the
REPRINT SERVICES

way we do business 81' s Reprint Department can pro-
vide reprints, in quantities of 100

Rest easy The fact Is, that our new relationship is a or more, of any article appearing
m the weekly newsmagazine Le-

very healthy step for all of us With global buying clout and gal permission, complying with
U S copyright laws, also can be

substantial resources, Swett & Crawford can provide even provided to companies wishing to
reprint, on their own, material ap-

f better market access and a greater-than-ever capacity to pearing m the newsmagazine For

design, build and broker the kinds of programs and packages that
information, call or fax

312/ 649-5319

protect your clients against risks around the corner or around the
Fax: 312/ 280-3174

ARTICLE FAX SERVICEglobe And we continue to do this from locations across the country
For article photocopies sent by fax

in competing for your business Swett & Crawford Is more determined than on the same day, call us with your
credit card information, specify Bl

ever to deliver the aggressive underwriting and brokering, rapid turn-around, issue date and article headline The

chargets $7 50 per copy/per arti-
advantageous pncing and marketing savvy you need to cement your client relationships cle In-publication directories are

not available by fax For article
We'll continue to be your most reliable ally in a highly competitive marketplace Just as photocopies, call

we've been throughout our 80 years of service to Independent agents and brokers Swett
312/649-5398

SINGLE-COPY SALES

& Crawford Still the best remedy for a tough business climate To order any current or back issue
ot Business insurance, call the sin-

Swelt & Crawford gle-copy sales division of B/'s Cir-
culation Department

313/446-1609



www.businessinsurance.com

We've entered a whole new wor
SUBSCRIBE

UPDATES

FEEDBACK

MAGAZINE

INTERNET ARTICLES

GLOBAL FOCUS

DATEBOOK

WEB LINKS

CLASSIFIEDS

OPINIONS

Business
Insurance®
www.businessinsurance.com

Now you can find Business Insurance online

at www.businessinsurance.com on the World

Wide Web. And just as you rely on 8/'s weekly
issues for up-to-the-minute, in-depth news
reporting and tracking of trends and develop-
ments, you'll rely on B/'s online departments for:

• UPDATES: Late breaking news items from the
magazine updated every Friday evening.

• MAGAZINE: Information about 8/ ... including
staff profiles, editorial calendar listing spotlight
reports, listings of specialized directory issues,
special events and services, advertising infor-
mation, and the opportunity to subscribe or
renew your subscription to 8/, directly, online.
• INTERNET ARTICLES: Articles from past issues
of 8/ about internet-related issues.

• GLOBAL FOCUS: Articles from 8/'s Global Focus

demographic section... reporting on interna-
tional risk management issues. This demo-
graphic edition is mailed only to subscribers
outside the U.S.

• DATEBOOK: A searchable listing of industry-
wide meetings and events.
• ONLINE FORUMS: A forum for users to

exchange information and discuss a wide
range of risk management or benefits manage-
ment topics.

• WEB LINKS: A directory of related sites on the
World Wide Web of interest to risk and benefit

managers and others involved in the insurance
business.

• CLASSIFIEDS: A weekly posting of our classi-
fied section, The Professional Marketplace.
• OPINIONS: Viewpoints from Business insurance,
including the featured weekly cartoon.
• TICKER: Bib stock index of leading compa-
nies in the commercial insurance industry, with
trading information updated continuously, as
well as columns by noted insurance analyst
Myron Picoult.

PLUS ... at the click of a button, you can ...
SUBSCRIBE or renew your subscription to 8/'s
weekly issues, or send your FEEDBACK to our
editors directly on our home page.

So if you're among the more than 149,000*
regular weekly readers of the newsmagazine
- corporate executives responsible for risk
management, employee benefits and man-
aged health care ... an insurer, reinsurer,
agent, broker, consultant, managed care
executive, attorney, or among the scores of
others who surf the Internet - visit B/'s home

page at... www.businessinsurance.com
*Includes pass-along readership

New York: Tel: 212-210-0133 • Fax: 212-210-0704 • Chicago: Te 312-649-5276 • Fax: 312-649-7937 • Los Angeles: Tel: 213-651-3710 • Fax: 213-655-8157
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proceed with optimism.

Our industry is moving too fast tO Stop. ZRC and the reinsurance
expertise of Centre Re have come together to do more than help you
keep up. As Zurich Reinsurance (North America), we're engineered
to help you get ahead, and stay ahead. Work with a company that
won't slow you down.

one call service Aw/

-888-900-ZRNA (9762) http://www.zurichre-na.com
. Atlanta Boston Chicago Dallas New York San Francisco Stamford
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Keynote
Continued from page 3
approach is increasing, especially
because the aging of baby b Domers
will generate a 37 % increase in
disability costs over the r_ext 10
years, according to Social Securi -
ty Administration statistios that
Mr. Davis cited.

Wausau, a unit of Nationwide

Group, provides integrated ser»
vices for about 75 clients by inte-
grating service for all types of dis-
ability programs it offers and us-
ing a coordinated team approach
from loss control through disabil-
ity management.

In addition, the common goal af
returning ill or injured workers b
the job is fostered by single-
source reporting of all claims,
common data collection ani

tracking, as well as open commu-
nication among the workpr, em-
ployer, case manager and care
giver.

However, Mr. Davis said imple-
menting an effective integrated
program first requires overcoming
eight myths within the typical or-
ganization:

• Workers comp is not ' an err--
ployee benefit."

"Rather than viewing workers
comp as merely a statutory re-
quirement, employers and em-
ployees should view workers
comp as part of a continuum of

integrated benefits which pro-
mote productivity, profitability
and improve the health status of
employees," Mr. Davis said.

Suzh a mind-set sends the right
signal to the worker and will
hopefully motivate the worker to
return to work as promptly as
possible.

Tha-. should minimize the work-

er's desire to litigate the claim and
inspire workers:o share this posi-

Disabilities Act would report to
one corporate officer," Mr Davis
recommended.

• Workers comp, STD anti LTD
benefits cannot all be managed by
the same person,

A claims examiner with workers

comp expertise sometimes is the
best person :o manage the wage-
loss portion of any disability
ela-m.

Such an examiner tends :O be

Workers comp should be viewed'as part of a
continuum of integrated benefits that promote
productivity, profitability' and improve
employee health, says Dwight E. Davis.

tive story with co-workers, he
said

• Risk managers and human re-
source managers have "silo men-
talities" and can't work together.

"Ccmpanies should consider es-
tablishing one ecst center for all
programs that have an impact on
empleyee health. Under this ap-
proazh, all depanments responsi-
ble for human resources, risk

management, safety, benefits, dis-
ability employee health, workers
comp, employee assistance pro-
grams and the Americans with

"more aggressive and more like-
ly to inres:igate claims and ques-
tion disability status," Mr. Davis
said.

However, the medical portion of
a claim can best be managed by a
medieal professional.

Both )verseers need to work as

a team to effectively manage
claims, he said.

• A lack cf benchmarking data
makes it impossible to provide top
manE.gement with cost,•benefit
analyses .0 justify integra:ed dis-
ability pr:)grams.

A lack of data has been a prob-
lem, though more sophisticated
data warehouse software, capable
of generating cost/benefit models,
is rapidly being developed, he
said.

Such data can be important in
demonstrating the savings from
an integrated disability manage-
ment program.

Those savings are estimated at
10% to 15% of non-integrated
prcgrams.

• The purpose of integrated dis-
ability management is only to re-
duce medical and indemnity costs
over the long term.

In reality, savings from inte-
grated disability management far
exceed those direct costs, Mr.
Davis said.

• Medical treatment is different,
depending upon whether the
source of the disability is occupa-
tional or non-occupational.

Insurers and employers need to
send the message to health care
providers that aggressive medical
care and therapy in the short term
is appropriate, regardless of the
source of an injury, if it helps a
worker return to the job more
quickly, he said.

• Managed care increases the
number of workdays lost due to
injury or illness.

While some employers may
think that, integrated disability
management makes it possible to
combine both high-quality care

and cost containment, which

should keep lost workdays to a
minimum, he said.

• Integrated disability manage-
ment is an off-the-shelf product
that can be provided by many dif-
ferent insurers.

The program "is not effective as
an off-the-shelf product, especial-
ly for medium-sized and larger
employers who have complex
needs. It has to be customized," he
said.

In addition, employers need to
ask the right questions when
choosing integrated disability
management providers, Mr. Davis
said.

Such programs are available
from about 50 providers, half of
which began operations within
the past 12 months, Mr. Davis
said.

According to Mr. Davis, key ar-
eas of concern for an employer
when assessing a provider should
include explanations of how an
integrated program will:

• Improve return-to-work re-
sults.

• Increase productivity.
• Minimize administrative re-

dundancies.

• Eliminate dual or overlapping
coverages.

• Reduce worker confusion.

• Integrate data to improve de-
cision-making.

• Provide performance guaran-
tees. ial

A-HHO-Uj!-ClM@
a NEWway to

solve the D Bk©)

insurance puzzle
with 100% allocation

to the Directors and Officers

for non-securities claims.

L*n WESTPORT INSURANCE
UJC O R P O R A T ION

PROGRAM ADMINISTRATOR:

Fischer Underwriting Group
The Atrium . East 80 Route 4

Paramus, NJ 07652

Phone: (201) 843-5678

Fax: (201) 843-2323

(not yet available in all states)
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Agent/Broke,Topics
A mohthly editorial section sent exclusly*ly to agents and brokers
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Agents avoid compounding their errors
E&0 prevention and insurance key to avoiding costly repercussions from mistakes

By REGIS COCCIA

o err is human, but for

an insurance agent orTbroker, an error or

omission in servicing
customers can lead to

a costly lawsuit. _
Sources of E&0 suits vary, but

some common causes of policyhold-
er action indude failure to procure
adequate limits or coverage terms,
and failure to notify an insurer or
policyholder of a change in coverage

or cancellation of a policy, which
could leave a customer without in-

surance for a loss.

Fortunately, however, agents and
brokers have several tools to help
combat E&0 liability, primarily
E,&0 liability coverage. In addition,
loss control measures help to pre-
vent claims from occurring.

A dozen years ago, "a few people"
had agents' E&0 coverage, said Co-
letta Kemper, director of industry af-
fairs at the Council of Insurance

Agents & Brokeis in Washington.

Now, however, "you just don't op-

erate vii=hout it any longer.'
Agents and brokers "are much

rnore conscous of the isB.le than

they were a few years ago," Ms. Kem-
per said

"Ten, 20 years ago, it was a differ-
ent business," with brokers and

clients doing business verbally, she
said. "There was a lot less exact sci-

ence on both sides, between the bro-

ker and the risk manager."
Today, more and more agents and

brokers are using coverage checklists

We DEAL uitb these guys all tbe time.

Not to mention more than a million

other men and women who protect our 

neighborhoods, fight fires, teach our 4*. *
children and run our cities, counties 4--

and states.

Providing insurance and retirement

plans to these important public servants is.0 "
a Standard Insurance Company specialty.
Ever since 1951 when we enrolled State TAr
of Oregon employees as our first group.

Today, public employees represent 30

percent ofour 3.87 million group customers i f 
nationwide. At the end of 1996 we provided«   
group insurance to 1,269 public entities 

including 599 cities, 145 counties, 250,21
schools, 50 colleges, 216 public safety .1*

organizations and 9 states.

Our experience does not stop there.
We also pr45dAetirement plans for public
employer**ups and insurance and retire-
ment plans for individual public employees.

And we're skilled at serving tax-exempt
hospitals and charitable foundations. 3*

What does this mean? It means that

>ijietknow what public employers and their

employees need. They're unlike other.,14

groups from the nature oftheir jo com-
' plicated bidding systems and public budget-

*. ing to the very special service they require.
**is So, if you'd like to deal with someone
r who has lots of experience in dealing with

public employer groups, give us a call in
RC Portland, Oregon, at 1-800-642-9888

(8 a.m.-5 pm., Pacific Time).

Note: Our indruidual andietirt,oent plm-products arc not

STANDARD INSURANCE COMPANY

People.Not just policies.

and software to track dairns and

submissions, which help reduce the
risk of E&0, Ms. Kemper said.

Keeping track of promises and
agreements is not only a good busi-
ness practice, but it also is crucial to
avoiding a lawsuit from a dissatisfied
client.

"We push on agents we insure to
document everything" said Chuck
Brady, director of marketing and un-
derwriting at Cal-Surance Associates

Inc. in Orange, Calif., one of the na-
tion's largest writers of agency E&0

D

coverage. "Without the documenta-

tion, you've put yourself in a tough
situation to defend. With the docu-

mentation there, you're in an easily
defensible position," Mr. Brady said.

"Litigation has surpassed baseball
as the national pastime," Mr. Brady
said. "Most (E&0) daims arise out of
differences in expectations," he said.

For example, an agent or broker
should be specific on what a policy
does--and does not-cover, because

a client may assume that everything
is covered, he advised.

Cal-Surance is putting together a

training manual for insurance
agents and brokers to prevent errors
and omissions. Using 15 years of
EfrO loss data that the insurer has

collected, the manual provides case
studies of fictitious events and dis-

cusses ways that the losses could
have been avoided, Mr. Brady ex-
plained.

Mr. Brady noted that competition
among casualty insurers over the
past few years has been tough, and
rates on agents and brokers profes-
sional liability coverage are "flat to

decreasing."
The good news for agents and bro-

kers is they may select coverage from
many sources, including two pro-
grams established by the leading in-
dustry associations.

Members of the Council of Insur-

ance Agents & Brokers have access to
E&0 coverage through a Bennuda-
based captive, Professional Agendes
Reinsurance Ltd.

PAR was formed in 1986 by the
Council, Fireman's Fund Insurance

Co. and agency network Assurex In-
ternational in response to the limit-

ed availability of liability coverage in
the mid-19801

Underwritten by Novato, Calif.-
based Fireman's Fund, PAR offers up
to $10 million in limits on a daims-

made basis. The captive was de-
signed to address the liability risks of
large agendes and brokerages, and
PAR's shareholders indude more

than 100 large agendes and their af-
filiates in the United States and

Canada. Loss prevention also is an
objective for PAR, which offers a
Quality Management Program that
helps agents and brokers increase ef-
fidency and reduce their liability ex-
posure.

For information on PAR, contact

Demmie Hicks at DBH Consulting
in Atlanta, 40+325-1466.

The Independent Insurance

Agents of America Inc. in Alexan-
dria, Va., operates an agents' E,&0
program that is underwritten by
Overland Park, Kan.-based Employ-
ers Reinsurance Corp. According to

See £620 on page 2OD
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E&0
Continued ftom page 208
the IIAA, more than 15,000 inde-

pendent agencies and 49 state
agents' associations participate in
the program, launched 15 years
ago.

The IlAA program covers agents
in the event that an insurance

company beconnes insolvent,

leaving an agent's customer with
an uninsured loss. In addition,

the program includes coverage
for: prior acts made by the agent,
first-dollar defense costs, addi-

tional defense costs beyond the
policy limits and contractual lia-
bility.

Cove -age under the 7AA/Em-
ployers Re program is w:itten on
a claims-made basis, wi:h limits

of up to $10 million and an aggre-
gate ceductible of $50,OCO.

The HAA program stresses liabil-
ity k ss prevention and cffers sev-
eral ncentives toward that end.

Agems who attend loss control
seminars offered in conjunction
with tte program are eliEible for a
10% premium discount Agency
audit i to help improve operations
and co rrect potential sources of
E&O claims also are available, as
is a procedural guide Dutlining
steps to reduce the risk of liability.

For more information, contact

the 1 [AA E&0 program adminis-
trator at 800-221-7917. Eli

Claims womshop
The Council of Insurance

Agents & Brokers is sponsoring a
claims management workshog
Nov. 7-8 in Dallas; a focus of the

workshop is how to avoid errors
and omissions liability.

Among other topics, the
workshop will discuss how
agents -and brokers can audit
daims to spot potential E&0
problems, develop cheddists
and identify coverage gaps to
prevent making an error or
omission.

For more information, con-
tact the Ccuncil in Washington
at 202-7834400.

Getting personal
about loss control

Online links let buyers, industry share data
By MICHAEL BRADFORD

 ntemet
technology is

making loss control more
efficient.

A quickly developing In-
ternet use involves "push
technology," which allows

users to receive customized infor-

mation, making it easier for risk
managers to get tailored loss in-

'*r 5

L'Ir.'

formation from insurers, agents
and other sources.

Push technology allows Inter-
net users to customize requests
for personalized information,
such as weather reports for specif-
ic areas, sports scores, informa-
tion on particular types of busi-
nesses, stock reports or other
specific requests. The informa-
tion is compiled daily and is
available when the user logs on.
Internet users need only down-
load or buy a program that will
push the information to them

and nnake

their choic-

CIM] es.

44YOU

don't have

to do any-

SOCIETY thing," ex-
plained
Gary A. Nes-

bit, director of loss control ser-

vices with St. Paul Major Markets,
a St. Paul Fire & Marine Insurance

Co. unit in Eagan, Minn. The ser-
vice "finds that information that

you requested and pushes it back
onto your computer," he said.

Speaking during a seminar at
the CPCU Society's annual meet-
ing in Dallas last month, Mr.
Nesbit was part of a panel that
discussed how the technology
can be used to help control loss-
es.

It means insurers, brokers and

others can "push" customized
loss and safety information to
clients on a schedule, he said.

"Say that you're working in
loss control, and you're working
with a number of clients," Mr.

Nesbit suggested. "You can use

this technology to customize the
loss and safety information that
you want to provide to your indi-
vidual customers."

With a few quick selections to
establish the service, risk man-

agers can choose what safety in-
formation will be routinely deliv-
ered to their desktops.

Users can select from a "menu

of safety services that are out
there, whether they are material
safety data sheets, regulatory up-
dates, product liability informa-
tion," or other choices, he ex-

plained.

Risk managers can know in-
stantly when a site they have se-
lected to push information
changes, said Jim Kroviak, man-
aging director of Market Connec-
tions, a San Diego company that
helps insurers take advantage of
electronic commerce technology.

"When the owner of the site

goes in and makes updates or
adds contents, it will notify you,"
he pointed out. In some cases,
the changes will be automatically
downloaded, or the user will be

alerted that there are new op-
tions to choose from.

See Loss on page 2OF
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Do you have clients like these?
We write environmental insurance for all of them.

ECS Underwriting meets the environmental insurance needs of clients like yours,
no matter what business they're in. Chances are, your current clients have
pollution exposures they don't know about. That means new opportunities for you.

Call ECS Underwriting at 800-ECS-1414. We'11 help you capitalize on the
environmental market -- right in your own book of business.

8
ECS

UNDERWRITING

520 Eagleview Boulevard, PO Box 636, Exton, PA 19341 • 800-ECS-1414 0 Fax: 610-458-8667 0 www.ecsunderwriting.com
Programs are underwritten by Reliance National Indemnity Company, a member of the Reliance Insurance Group.
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Continued from page 2OD

Along with safety information,
the technology is being devel-
oped to provide "loss informa-
tion from the insurance company

to the individual agent, broker or
client," Mr. Nesbit said.

Specific information on a poli-
cyholder's losses could be sent to
users, such as policyholders or

brokers, by the same method as
frequently as the user requests, he
added. The requests are processed
over the Internet and tap the in-
surer's database for information

that is sent back to the user, Mr.

Nesbit said. Processes allowing re-
trieval of that kind of informa-

tion would require passwords.
Electronic mail, the most

frequently used feature of the In-
ternet, also offers a loss control

tool, the panelists pointed out.
A Gallup poll conducted last

year found that 90% of the large

companies surveyed used Inter-
net e-mail, said Thaddeus A.

Nosal, manager-environmental
hazards at American Insurance

Services Group Inc. in New York.
The study found that 64% of

midsize companies and 42% of
small businesses use e-mail, he

pointed out.
That translates into about 3 bil-

lion messages sent each month,
Mr. Nosal said.

Risk managers, agents and bro-
kers are using e-mail for much
more than saying hello.

"One of the things that we're
looking at with the use of Inter-
net e-mail is the capability to do
attachments," Mr. Nesbit said.

"What that would mean is, loss

control reps would go out and fill
out their reports on their laptops.
Using a digital camera, they
could take pictures of either the
hazards or the operations, save
those on the hard drive" and

send it all to the underwriter, Mr.
Nesbit said.

Mr. Kroviak emphasized that
Internet technology allows the at-
tachment of "virtually anything"
to an e-mail message, whether it
is text, video or still images.

Internet technology also is pro-

viding training applications, he
noted.

Whereas audio tapes with train-
ing information routinely have
been mailed to users, those tapes
can be transferred to an Internet

site where they are available for
downloading.

The Occupational Health and
Safety Administration has used
video on some of the ergonomic
case studies it has placed on the
World Wide Web, Mr. Nesbit

noted. Related text detailing vio-
lations and remedial actions is

placed at another site.
As the technology improves

and users become more familiar

with what's available, such infor-

mation increasingly will be used
in the loss control arena, Mr. Nes-

tit pointed out.
Warren L. Farrar, assistant vp-

property claims at State Farm Fire
& Casualty Co. in Bloomington,
111., moderated the panel. Ill

r-*

Partnerships creating effective programs
Developing specialty business a way for agents, brokers to differentiate themselves

By MICHAEL BRADFORD

gents and brikers

Aare pairing ip with
insurers to offer

specialty program
business as a way to
distinguish them-

selves in a crowded and competi-

tive marketplace.

"It gives you the differentiation
and the edge you really need to
compete in the marketplace"

said Robert Cohen, senior vp with

United National In:unnce Co E

Bale Cynwyd, Pa.
Spealcng as a panelist at tnE

CPCU Socety's annual meetinE
in Dallas last month, vir. Coher

po.nted out that Uhited Nationa
looks at specialty Frograms "25 E
stra=egic alliance," or essentially 2
joint venture between the inst_rei
and the agent.

HE explained =hat under su.t.
an arrar.gement, tb insurer bears
the risk but looks to the intern.e-

diary to handle ither duties, in-

cluding

product de-
velopment,
marketing,

1<3- policy ad-
ministration

SOCIETY and under-
writing.

"It's been our success to partner
with people we know, we trust
and have confidence in," Mr.
Cohen remarked. "We're differ-

ent from a lot of program compa-

nies because we are going to give

ycu complete autonomy to drive
the ship," he said. 'But at the
same time, make sure that you're
staying within a pre-agreed un-
derwriting box" established by
United National and its reinsur-

ers, he said.

Many agents are eager to estab-
lish niche markets and relation-

ships with insurers that will un-
derwrite the programs

''We realized that if we are

going to choose to pursue being
Continued rin next page



Continued from previous page
generalists. . .that frequently the
only differential between prod-
ucts is price," said Nicholas D.
Cortezi, executive vp with All
Risks Ltd., a Towson Md.-based

1

wholesaler and managing gener-
al agent. "And as far as I'm con-
cerned, if the only basis on
which you can compete is price"
in the soft market "you've got a
losing proposition."

Since All Risks began offering
specialty programs about six
years ago, the MGA has grown
steadily each year, Mr. Cortezi
noted. "And more importantly,
our carriers have been making
money on the programs, so we
believe it's going to be a long-

.

term source of success for the

agency.'

Reinsurance brokers are get-
t:ng into the specialty program
business for many of the same

by program business," said pan-
elist William L. Hillman, vp with
Guy Carpenter & Co. in New
York. "And that is expected to
grow dramatically because of the

'As far as I'm concerned, if the only basis
on which you can compete is price' in the
soft market, 'then you've got a losing
proposition,' says Nicholas D. Cortezi.

reasons as intermediaries that

serve primary underwriters.
"Right now we have about

$450 million that is generated

pressures in the other areas Of
traditional reinsurance that are

depressing our revenues."
Reinsurers are operating in a

DU66/662,6 1766UVUUCe, 14UVUIInJUI 0, 1.33 f / ZU<N

marketplace in which many ced-
ing companies are retaining
more risk in order to increase

their net premiums, Mr. Hillman
pointed out.

"So reinsurers have focused on

trying to identify segments of
the market where they can sup-
port an underwriter that has de-
veloped an expertise in that
area," he said. "The attraction is

that the segment will have fewer
competitors in it because there is
a need for expertise to under-
write the business. That should

enhance the profit potential."
Reinsurers in some cases are so

eager for the business they are
forming ceding companies that
will pursue specialty niches.

BOOMERS MIGHT NOT

see saving for retirement with

perfect clarity. But as middle-age

sets in, it is becoming clear that

ReliaStar's variable annuities may

fit them perfectly.

Case in point: our annual

variable annuity sales were up 87%

last year, partly because of our

subaccounts' highly regarded

managers - Fidelity Management

& Research Company, Fred

Alger Management, Inc., Putnam

Investment Management Co.,

OppenheimerFunds, Inc. and

Northstar Investment Management

Co. And we now have several

new subaccount managers,

including Janus Capital Corp.,

Neuberger&Berman Management

Inc. and OpCap Advisors, a sub-

sidiary of Oppenheimer Capital.

With four different variable

annuity products we can offer a

variety of contract features and

commission schedules. Whether

your clients' needs include an IRA

rollover or other qualified and non-

qualified plans, call 1-800-967-5805

to see how ReliaStar can help.

RELIASTAR

Mr. Hillman said about 15

reinsurers have established then

own ceding companies to work
with MGAs to develop special-
ties, a move that doesn't sit well

with some other primary insur-
ers.

"You can just imagine how we
feel about being a ceding compa-
ny ceding business to what in
essence is our competition," Mr.
Cohen said.

The situation leaves specialty
insurers between a rock and a

hard place, he added. "We need
these reinsurers to support out
deals, yet at the same time
they're sending us a pretty cleai
message that they don't need us.
So ultimately we're trying to sort
out who are our friends and who

are our foes."

Mr. Cohen also pointed out
that a lot of primary insurers are
"reinventing themselves" tc
focus on specialty programs as
their market share erodes in the

current competitive environ-
ment.

One good thing about the soft
market is that with so many
competitors scrambling for mar-
ket share, it's a time when a 101

of new business is being written,
and new opportunities are ap-
pearing for insurers, reinsurers
and intermediaries, Mr. Cohen
said.

He said it is "just amazing
what you can get done in the
soft market."

Mr. Cortezi said intermediaries

can design programs where ther€
are coverage inadequacies or in
cases where coverage exists but
pricing is out of line.

As an example, he pointed to a
program All Risks designed to
provide spectator liability insur-
ance for race car teams. NASCAR

teams were having problems 10.
cating the coverage that would

pay, for example, if a wheel flew
into the crowd and injured race
fans, Mr. Cortezi said.

After studying the risk, fan in-
juries were found not to be a
major exposure, Mr. Cortezi ex-
plained, and a program was de-
veloped to meet the coverage
need.

All Risks met a pricing need in
developing a liability program
that covered security guards
when the MGA's research deter-

mined such coverage was too ex-
pensive for companies with su-
perior training, lower turnovei
and more motivated workers.

Mr. Cortezi acknowledged that
lower pricing isn't always war-
ranted when writing such group
prograrns.

"Just because you can gather
together a large number of risks

doesn't necessarily mean that
they are a better group of risks
together than they are individu-

ally."
A program priced solely on

group numbers is "really
doomed to fail, because in this

soft market, pricing is not the
key to success," Mr. Cortezi
stressed.

Kurt C. Bingeman, president of
Russell Bond & Co. in Buffalo,

N.Y., moderated the panel. Ell
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Programs bring education to execs
By REGIS COCCIA

orrnal educatoral pro·

F grams in insurance and
risk management lang
have been avaiable to

undergraduate students,
and now insurance exec-

utives are getting new ooportunities
to study their industry in depth.

Reognizing the need for comoa-
ny personnel to increase their
knowledge of insurance issues, The
Insurance Institute of America and

American Institute for Chartered

Property & Casualty Undawrters

this year launched a program de-
signed for exextives and middle
managers at insurers, agencies and
brokerages.

Insurance Executive Develop-

ment, a two-w2ek program at The
Wharton School at the University of
Pennsylvania, is intended to train

managers for leadership roles, said
George White, senior vp et the
IIA/AlCPCU in Malvem, Pa.

The experience students get from
the program can help them obtain
executive positions within their own
companies or at others, he noted.

"It's like any developmental or ed-

ucational program. People who take
the time to develop themselves are
always going to be more mar-
ketable," Mr. White said.

"Anything that somebody does
today to make themselves more
marketable is going to pay off."

Companies recognize that every-
one "is in business for themselves,"
Mr. White said.

Insurers are telling employees that

"you have to manage your career as
best you can while making a contri-
bution" to the company, according
to Mr. White.

Insurance Executive Development

is designed to prepare managers to

take on greater responsibility.
The course, offered for the EISt

time in April, stemmed from an id-

vanced executive program the
INAICPCU and Wharton have run

for the past six years.
Advanced Executive Education is a

four-week program in which leading
executives from insurers, reinsurers

and brokers around the world gather
to examine global insurance issues:
Mr. White said.

Among the issues the program
studies are strategic alliances, merg-
ers and acquisitions, md ailtural is-

We all appreciate a relationship that can be

counted on through the years Which ts why

so many brokers rely on Affiliated

FM Insurance They appreciate the

flexible, cost effective property risk

management recommendations we

give our clients And our Superior

rating by A M Best As well as our

commitment to getting questions

answered quickly through direct

contact with our production underwriters Tits

all adds up to relationships you can count on

down the road It s things like these that rrake

us the reliable choice for you and your clients

Allonddle Park 11 0 Bor 7500 Johnston, R I 01919 0200

sues in various business markets.

"It's really dealing with competi-
tive issues, how to compete in the
world," according to Mr. White.

"It's an excellent program. We're

getting the top people in the indus-
try in that prograni," he said.

At the conclusion of the program,
which meets for two weeks in the

spring and two weeks in the fall, the
institutes ask participants to evaluate
it, Mr. White said. "Out of that dis-

cussion, the executives said, 'We

have a need for a program tailored to
developing insurance managers.

Executives suggested a curriculum
and the institutes took the concept
last year to the IINAICPCU board of
trllstees, which was very supportive,
Mr. White said.

Insurance Executive Development
stresses leadership and conducts ex-
ercises to help students imderstand

all facets of a company's operations.
"They get a dose of everything

people do in the insurance compa-
ny-daims, underwriting, every-
thing," Mr. White said.

As the Advanced Executive Educa-

tion program does, Insurance Execu-
tive Development combines Whar-
ton faculty and insurance industry
experts whom the IIA/AICPCU re-
cruits to address dasses, he said.

"We tailor it on the insurance side,

supplementing their faculty with in-
surance experts," he said.

The Insurance Executive Develop-
ment program's 40 to 45 students
are chosen on the basis of nomina-

tions from other executives, Mr.
White said. For more information or

to submit a nomination, contact

George White or Joanna Spaziani at
the nA/AICPCU, 610-644-2100.

Another program designed to help
insurance industry executives ac-
quire deeper knowledge of the in-
dustry is being developed at the
Katie Insurance School at the Uni-

versity of Illinois in Normal.
A master of business administra-

lion degree program for experienced
insurance and finandal services ex-

ecutives is being considered, said An-
drew Nappi, director of the Katie In-
surance School.

"As far as we know, there is no

such program" for insurance execu-
lives, he said. MBA programs typical-
ly offer courses in general manage-
ment, marketing and finance»-"a
wide variety of areas and fields," Mr.
Nappi pointed out.

A strategic planning session at the
Katie Insurance School this year led

the school to consider an insurance 
MBA program, Mr. Nappi said.

"The idea of a program designed
for managers and professionals that
gave them additional education" 1
was appealing, he said. "It looked to
us that this was a niche we could re-

spond to."
The school is conducting market

research on the possibility of offer-
ing the degree program and is get-
ting curriculum ideas from an advi-
sory board comprising industry
executives, Mr. Nappi said.

If interest and funding for the
MBA program are suffident, the
Katie School hopes to have it in
place next year. Tentatively, classes
would be offered in the Chicago area
on an alternating weekend basis to
accommodate executives' schedules,

Mr. Nappi said. £11<
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Keeping
your clients
railroad

coverage

on track.
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m/m / ith an experienced staff that's exclusively dedicated to the railroad industry, CNA has been

W V providing top-quality railroad coverage to clients like yours for over 10 years.

For your clients, that means comprehensive railroad coverage from one of the largest multi-line

insurance organizations in the U.S. with a reputation for financial strength and commitment.
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Agent/Broker Topics ...,

Reinsurers rethinking their way of business
Industry's missteps encouraged growth of alternative markets, executive says

By MICHAEL PRINCE

raditional reinsuiers

1
face extinction unless

they continue to
evolve and meet :he

needs of cuslomers in

order to keep pace
with alternative risk transfer corn-

panies, said a reinsurance execu-
tive.

"If we stand still, we're 1)st." said

John Berger, president of F&G
Reinsurance Inc. in Morristown,

NJ. F&G Re supplies both tradi-
tional and financial reinsurance.

The alternative risk transfer in-

dustry has grown to include about
half the reinsurance business, and

that growth is mainly the fault of
the traditional reinsurers, Mr. Berg-
er said while addressing the recent
Producer's Forum in Philadelphia
sponsored by Commonwealth Risk

Services Inc.

Part of the reason for the altema-

tive market's growth stems from
risk managers' dislike of insurance
companies, he said. "Insurance
companies have let the consumer
down," Mr. Berger said.

Mostly, however, the alternative
market has grown in response to
hard markets, when prices in-
creased and risk managers realized
the alternative market is "a better,
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cheaper way of managing risk," he
said.

Risk managers who didn't want

to pay the high prices looked for
an alternative. "Smart business-

men will look for alternatives to

stay in business," he said. "And the
innovators take over."

The rapid growth created its own
problems. When profits were made
in one area of alternative risk fi-

nancing, he said, other companies
quickly jumped in, causing a sur-
plus of supply. This caused prices
to fall along with reinsurers' in-
come.

Another problem facing reinsur-
ers is that retentions have in-

creased while prices have de-
creased. This means reinsurers are

selling less reinsurance for less

money. This puts reinsurers in a
"black hole," where the only es-
cape is increasing revenue, he said.
"There is an insatiable demand for

revenue growth," he said.
The future of alternative risk fi-

nancing lies in expanding globally,
Mr. Berger said. He described a

cycle of economic growth that
must occur in a country before an
alternative market takes root. The

cyde starts with economic devel-
opment followed by development
of the insurance industry. The al-
ternative market will flourish once

a problem develops with that local .
insurance market, he explained.
Such a cycle is starting in many de-
veloping countries but currently
exists in some countries, such as

Great Britain and Australia, he

said.

Mr. Berger said three factors pose
threats to alternative risk financing
companies. The first is whether

they are making a profit. Although
loss trends are down, prices also are
down and are too low to make

rnoney.

Second, he cited the threat from

electronic commerce. One day cus-
tomers will be able to buy directly
from insurers and also from banks.

But perhaps the greatest compe-
tition, he said, is from securitiza-

tion. It represents "the biggest
threat to my way of life," Mr. Berg-
er said.

Securitizing risk is attractive to
investors because it is not related

to other types of investments tied
to interest rates or the stock mar-

ket. ial

Large brokers to tap
smaller markets

By MICHAEL PRINCE

isagreements
abound among

brokerage execu-
tives on whether

the large brokers
have advantages

over smaller ones, whether the
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merger wave has been advanta-
geous for clients and whether
the top brokers can receive spe-
cial price considerations from in-
surers.

One point on which the bro-
kerage executives agree is that
the large brokers will start to
reach out to midsize companies,
a market area that large brokers
currently underserve.

The panel discussion took
place recently at the Producers'
Forum sponsored by Common-
wealth Risk Services Inc. in

Philadelphia.
Large brokers do have advan-

tages over smaller ones, said Ed-
ward Kiessling, executive vp
with Aon Risk Services Inc. in

New York.

One advantage is that larger
companies that can utilize
greater technology and econ-
omies of scale have lower distri-

bution costs. But, to succeed, the

larger brokers need to invest in

people and professional develop-
ment, he said.

Mr. Kiessling predicted consol-
idations will continue because

internal growth in the brokerage

industry is slow and profits are
declining.

To grow without merging, in-
surance brokers must deliver

higher value to clients, develop
new products and services, ex-
pand the reach of their broker-
age services beyond traditional

placement of insurance and
build market share in untapped
business areas.

See Brokers on page 20L
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Brokers
Continued from page 201

But P. Joseph McCarthy, exec-
utive vp at Sedgwick Inc. in New

York, questions the value of the
deals.

They make sense, he said,
if the large brokers can eliminate

Lockton Cos. in Shawnee Mis-

sion, Kan., also is not certain

that mergers help the large bro-
kers. Mr. Lockton said an acqui-
sition helps a broker's bottom
line for a year or two-not per-
manently. There are only so
many brokers out there to ac-
quire, so what does a broker do

when there is nothing more to

'Most of these deals get done because the
chairmen want to do it. Afterward, you
back into a rationale,' says P. Joseph
McCarthy of Sedgwick Inc. in New York.

competition, create synergy for
collateral services or predict the
price of insurance. None of these
is possible, however, Mr. Mc-
Carthy said.

One possible advantage of the
mergers is that they might create
an advantage with insurers on
pricing. "This could be the home

run of the mergers," Mr. Mc-
Carthy said.

Both Messrs. McCarthy and
Kiessling predict that in the fu-
ture brokers will turn themselves

into diversified financial firms or

become part of one.
David Lockton, president of

buy? he asked.
Both Messrs. Lockton and

Kiessling said mergers create op-
portunities for small brokers to
gain business because sometimes
the client is unhappy with the

new merged organization. Mr.
Lockton said it also helps smaller
brokers grab additional produc-
ers for the same reason.

"We've picked up some great
people," he said. But, he added,
the few people and clients they
might acquire, though impor-
tant to a small broker, have al-

most no impact on the large
ones.
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Mr. Lockton doesn't think the

mergers help policyholders, ei-
ther. The deals are done to satis-

fy shareholders, Mr. McCarthy
said.

"Most of these deals get done
because the chairmen want to

do it. Afterward, you back into a
rationale," he said.

Mr. Lockton added that he

does not know what a $3 billion

broker can do that a $2 billion

broker cannot.

Opinion was divided on
whether the large brokers will be

able to get better pricing from
insurers.

In today's soft market, it does-
n't require much muscle to get
lower prices, and smaller brokers
can do it, Mr. Kiessling said.
"The clients in the end will

win," he said.

Whether or not larger brokers

get better pricing, Mr. Lockton
said he is concerned that the

large brokers will get special
compensation arrangements
with insurers.

Although saying the mergers
could be a great benefit to large
brokers, Mr. McCarthy said it's
too early to tell. "We're just be-
ginning to see the early stages of
how the industry works," he
said.

Now is "the beginning of a sea
change," and insurers will feel
the loss of their distribution sys-
tem, which they won't tderate,
he said.

Both Messrs. Kiessling and Mc-
Carthy agreed that the large bro-
kers will try to expand into mid-
dle-market clients.

Mr. Kiessling said Aon will
focus on niche markets and mid-

sized companies because that's
its history and because those
areas are underserved by large
brokers.

Mr. McCarthy of Sedgwick said
middle markets represent a large
opportunity and are a place
where they can change the rules
to their advantage and try to get
a shift toward fee compensation
from a commission.

Robert Mulderig, chairman
and CEO of Mutual Risk Man-

agement Ltd. in Bermuda. mod-
erated the session. la,
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A/ST Briefs

Council Web site

WASHINGTON-An enhanced

World Wide Web site is available

now for members of The Council

of Insurance Agents & Brokers and
other users.

Offerings of the redesigned site
include Council and industry in-
formation, direct electronic mail

to staffers of the Washington-
based Council, online conferenc-

ing and discussion groups, and
online registration for Council
workshops and programs, the
Council said in a release.

Another feature of the site is an

online version of its 1997 Mem-

bership Directory. That portion is
security-protected for member use
only and lets users find informa-
tion on members of the Council,
as well as the Council of Insur-

ance Company Executives, by
company name or state; individu-
al members by name; companies'
specialties or expertise by state;
companies represented for colin-
tersignature by state; and agency
management system contacts, the
Council said in the release.

Members also will be able to

maintain their firms' directory in-
formation online, making the di-
rectory more current and accu-
rate.

The site is at http://www.
ciab.com.

Education help

ALEXANDRIA, Va.-Two schol-

arship programs administered by
the Independent Insurance Agents
of America are combining their ef-
forts.

The programs are the Indepen-
dent Insurance Agent Junior Clas-
sic and Insurance Vocational Edu-

cation Student Training.
The InVEST program will award

about $15,000 a year to high
school and community college
students who graduate from the
program, IIAA said in a release. In-
VEST-which is sponsored by
DORIS Inc., a maker of agency
management softwar-trains stu-
dents in insurance-related business

skills, and nearly 75% of its gradu-
ates take jobs in the industry, the
IIAA said.

The IIAJC Scholarship Program
was set up in 1995 to give finan-

cial help to young people interest-
ed in higher education, to pro-
mote the independent agency
system and to increase recognition
for golf, the IIAA said. The pro-
gram has awarded $30,000 in
scholarships since its inception.

"Combining the two scholar-
ship programs makes a great deal
of sense," Joyce Vogel, chair of the
InVEST board of directors, said in a
statement.

"These scholarship recipients
have shown an interest in the in-

surance industry, and as insurance
professionals, we need to be sup-
portive of their aspirations. This
joint project allows more individu-
als to receive assistance in that

process," Ms. Vogel of San Diego-
based Barney & Barney said in the
staternent.

IIAJC National Chairman Paul L.
Miller of Jolma, Millis & Miller

Agency in Corvallis, Ore., said in
the statement that by combining
the programs, "we continue to
help individuals who are pursuing
college degrees, but narrow the
focus to those who are considering
careers as insurance profession-
als."

The 30th annual IIAJC will be

played Aug. 6-13, 1998, at Oak
Tree Country Club in Edmond,
Okla.

New IIAA venture

ALEXANDRIA, Va.-In an effort

to raise money for activities sepa-
rate from dues, the Independent
Insurance Agents of America
plans to launch a for-profit sub-
sidiary to provide products and
services to members and their cus-

torners.

Member Services Inc. will begin
full-timejan. 1, 1498, and will op-
erate from Alexandria, Va; where
the IIAA is based.

Edgar W. Armstrong Jr. will be
president of Member Services. He
will begin Jan. 1 and will be avail-
able to consult until then, the
IIAA said in a release.

Helping an agency in a joint
venture with a bank is an example
of a service the subsidiary might
provide, an IIAA spokesman said.

New graduates

MALVERN, Pa.-A first class of

152 graduates has completed the
Associate in Surplus Lines desig-
nation program of the Insurance
Institute of America.

Graduates were recognized ear-
lier this year at the annual meet-
ing of the National Assn. of Sur-
plus Lines Offices and the
NAPSLO/Derek Hughes Educa-
tional Foundation, the IIA said
in a release.

Awards went to the four top
graduates. The Distinguished
Graduate Award, for the student

with the highest cumulative
grade average for the four exami-
nations in the program, went to
Lee Ann Bush, an underwriter

for General Star Management
Co. in New York. She got a $500
check and a plague.

Awards for Academic Excel-

lence went to the next three

highest-scoring students, who
each got a $250 check and a
plague. They are:

• Bryan D. Meyer, a product
manager with Northland Insur-
ance Co. in St. Paul, Minn.

• Paul S. Miller, a business de-

velopment specialist with Russell
Bond & Co. in Buffalo, N.Y.

• Carl R. Sadler, president and
chief executive officer of Bald-

win Sadler Corp. in Norristown,
Pa.

Graduates came from 30 states

and England. The largest num-
ber came from California, with
18, followed by Illinois, with 14,
and New York, with 11 gradu-
ates, the IIA said. m
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Allergy-related costs nothing to sneeze at
By Pamela M. Hastie

and G. Todd Swim

HEN ElVIPLOYERS LOOK at the cost of

various diseases that strike their employees,
the impact on their medical plan costs is

usually top of mind. For acute conditions, such as
cancer and heart disease, the costs of medical treatment

are considerable. However, other costs, such as lost

work time, disability costs and in some cases death and
employee replacement costs, are significant.
Considering the total cost to employers of high-profile
diseases, it is easy to understand why most employers
and even some benefits professionals would not identify
allergy as a disease with a significant impact on total
benefit costs.

Benefit managers should consider these major costs of
allergic rhinitis:

• About 3.5 million lost workdays per year (more than
9% of alllost work days), at a cost of more than $500
million.

• About 1.5 million lost schooldays, leading to
additional parenting time that affects work
performance and productivity.

• Seven million to 8 million physician office visits
annually for the treatment of allergies, at a cost of more
than $400 million.

• More than $2 billion annually spent on prescription
and over-the-counter medications for allergies.

• Inappropriate self-medication with sedating
products has been directly linked to increased workers

compensation costs due to workplace injuries as well as
impaired work performance.

What employers can do

About one in five Americans suffers from allergic

rhinitis, making the disease more common than back
problems or high blood pressure. Given this high
incidence, employers need to integrate an allergy
education campaign m any wellness program they may
offer. Employers also need to require health plans to
educate employees about the disease and the most cost-
effective treatments. Because self-treatment is so

common, employees need to understand the advantages
and disadvantages of the over-the-counter and

prescription medications available. Of particular
importance are the sedating effects of some medications,
which can produce the impairment equivalent of a

0.05% blood alcohol level-legal intoxication in many
states. Therefore, making employees and their
dependents aware of allergy problems and providing
education regarding individual risk assessment,
treatment options and effective treatment options is
critical.

The risk management area should carefully review the
occupational safety impacts of allergies and their
treatments and develop monitoring and educational
programs. Dangerous side-effects of allergies and some
medications to treat the disease include confusion,

fatigue, drowsiness and depressed physical and mental
function. Some jobs are particularly at risk, especially
those requiring high levels of awareness and cognitive
skills. The Federal Aviation Administration, for
example, has banned pilots from using sedating
antihistamines, a primary source of the dangerous side-
effects discussed above.

Sick building syndrome, poor air quality and air
filtration systems are important environmental risks to
assess. Building air-quality monitoring programs may
be warranted depending on the location and type of
building.

What the condition is

Often called "hay fever," allergic rhinitis is the most
common allergy disease. There are two principal types.
Seasonal rhinitis, commonly known as hay fever, is the
most prevalent. Seasonal rhinitis coincides with
pollination, and symptoms climax during spring (tree
pollen), late spring (grasses) and late summer or early
fall (various weeds). Perennial rhinitis can occur at any
time of the year depending upon exposure to various
antigens, which are irritants to air passages and the
respiratory system. The most common perennial
antigens are dust mites, mold spores, dander, house dust
and pollutants. For seasonal and perennial allergies,

avoiding exposure to antigens is effective but often not
possible, as most antigens are airborne and most
ventilation systems are not capable of filtering out a
substantial number of antigens. Fortunately,
pharmacological interventions allow most symptoms to
be managed to tolerable levels. However, some
pharmacological interventions can have undesirable
side-effects.

Allergies affect people in many ways and as a result
affect their work performance. Individuals with
allergies generally suffer from watery eyes, sneezing,
nasal concentration, headaches and various other

maladies. The severity and duration of these allergic
reactions will vary based on an employee's age, family
history, level of antigens, exposure and individual
immune system response. The severity of the disease can
be wide-ranging and individually specific, both in terms
of the individual sensitivity to particular antigens and
the number of antigens that create an allergic reaction.

The total cost of allergies in terms of lost workdays
and impaired productivity is estimated to be more than
$11 billion, or $1,000 per afflicted worker per year. This
significant level of lost productivity is due to a number
of factors. Lost workdays (and lost schooldays for
dependents of workers) create significant amounts of
time away from the job. In addition, surveys of allergy
sufferers report nearly three workweeks annually of
reduced performance while at work due to allergic
rhinitis. This lessened productivity results from
decreased mental alertness and impaired motor skills.
These debilitating conditions can be caused by the
disease symptoms as well as the side-effects of
medications. Additionally, there are workers
compensation claims for on-the-job injuries resulting
from the dangerous side-effects of inappropriate
medications.

Common pharmacological responses to these allergies
include antihistamines, decongestants, anticholinergics,
mast cell stabilizers and corticosteroids. However, some

antihistamines-principally first generation
antihistamines--can cause anxiety, confusion, fatigue,
drowsiness, imtability and depress physical and mental
function. Decongestants can cause palpitations and
increased blood pressure. Anticholinergics infrequently

cause palpitations and increased blood pressure, as well
as nose dryness bloody mucus. These side-effects can

have serious implications. In many states, it is illegal to
drive a car while under the influence of certain

antihistamines. Operators of heavy equipment,
transportation workers and jobs requiring high levels of
awareness and/or cognitive skills are particularly at risk
to adverse side-effects.

Many employees underestimate or are unaware of the
adverse impact on work performance of some

medications. Additionally, the self-diagnosis and self-
medication common with this disease can lead to

dangerous drug interactions. 51

Pamela M. Hastie is a principal and benefits consul-
tant and G. Todd Swim is a principal and health actu-
ary, both at Buck Consultants Inc. in Chicago.

Policyholder not entitled to defense in harassment case
A n insurer under a comprehensive generalliability

flinsurance policy was not obligated to defend the
insured in a suit alleging sexual harassment, assault and
battery, according to the Court of Appeals of Georgia.

Daniel Lee O'Dell owned two companies that were
covered under CGL policies issued by St. Paul Fire &

Marine Insurance Co. The policies covered bodily injury,
property damage, personalinjury and advertising injUIy
Ttacey Gilleland, an O'Dell employee, sued Mr. O'Dell and
his two companies, alleging that Mr. O'Dell sexually

taunted and harassed her with the knowledge of both of his
companies during her employment as office manager of the
two companies. Ms. Gilleland sought damages for claims of

assault, battery, intentional infliction of emotional distress,
and sexual harassment. Mr. O'Dell sought coverage and
defense of the suit from St. Paul. St. Paul declined coverage.
Mr. O'Dell brought this suit seeldng to force St. Paul to

provide coverage. The trial court niled for the insurer.
The appellate court said it was undisputed that Ms.

Gilleland sought damages for bodily and personal injury.
The court said that, in Georgia, bodily injury means just
"bodily injury." According to the court, it pertains to
physical injury to the body, not emotional or mental harm.
Furthermore, the court said the policy requimd the bodily
injury to arise outofan "event," e.g., an accident. An

legal Briefs
accident refers to an event which takes place without one's

foresight or expectation or design, the court said. Thus, the
court agreed that the CGL policies did not cover Ms.
Gilleland's claims and that St Paul did not have a duty to
defend Mr. O'Dell. The trial court decision was affirmed.

0'1)elt us. St. Paul Fired Marine Insurance, Court of

Appeals of Georgia, Nov. 18, 1996 (BI/03/Ju.-$10).

Subrogation clause ruled non-enforceable

In a case of first impression in Oklahoma, the state

Supreme Court ruled that a subrogation and
reimbursement clause in an ERISA plan was not
enforceable against a beneficiary.

L.C. Youngblood was covered under an ERISA plan as an
employee of Ft. Howard Paper Co. A subrogation and
reimbursement provision in the plan gave the plan certain
rights to repayment for amounts it had paid on behalf of a
"plan member." Kim Youngblood, a minor daughter of L.C.
Youngblood, was injured in an automobile accident. Her
medical expenses and damages exceeded $150,000. She

received only $40,000 from liability insurance companies for

the negligent driver. The plan paid $31,845 in medical
expenses for Ms. Youngblood arising fromthe accident. The
plan then sought subrogation of the payment by the
automobile insurance policies. The trial court ruled against
the plan; however, the Court of Appeals found for the plan.

The state Supreme Court held that, where the
subrogation or reimbursement contract does not expressly
sets priorities for the repayment of benefits, nor otherwise
gives a right to subrogation or IEimbursement before any
funds are paid to the beneficiary, nor vests the plan
manager's discretionaIy authority to interpret ambiguous
plan provisions, and the compensation received by the
beneficiary from settlement or judgment against a third
party represents less than full compensation, then the
subrogation or reimbursement clause is not enforceable
against the beneficiary. The appellate decision was reversed.

Equity Fired Cas. Co. us. Youngblood, Supreme Court of
Oklahoma, Nov. 12, 1996 (BI/04/Ju.-$10).

lo,

These abstracts were prepared by Mayo H. Stiegler.

Copies Of these decisions are available by sending a
$10 check payable to Mayo H. Stiegler, to Business
Insurance, 740 N. Rush St., Chicago, m. 60611-2590.
List the number for each opinion.



24 / Bustness Insurance, November 3, 1997

Continental program takes off fortable with the company clinics so that
they have no qualms going to them when
they have work-related InJuries, Mr Potter

Communication helps airline cut its occupational injury costs by 450/ said

/0 Working with Continental's legal, human
resources and various operations depart-

By JOANNE WOJCIK A key element of the plan was improving claims," he said ments, Mr Potter also developed a tough
communication To assist in the notification process, the policy that addresses length of time on tran- 

SANTA MONICA, Calif -Continental Starting with a simple letter addressed to TPA sends voice mail to each supervisor and sitional duty, accommodating employees
Airllnes Inc has slashed its occupational in- employees at home, followed by articles the supervisor's manager each time an em- under the Americans with Disabilities Act,
lur) costs by 45% in less than two years by published in every employee newsletter, ployee calls m a claim light-duty assignments and other relevant
cultivating a workers compensation and daily bulletin and company magazine, the After each claim is received, it is assigned issues The policy also provides for monitor-
safety mmd-set that fosters communication objective of the communication strategy to one of two in-house nurse case managers ing every employee on transitional duty for

The program, which also incorporates file was to ensure that all 20,000 of Continen- for up to 14 days Cases taking longer to re- up to 90 days
reviews, faster claims reporting, aggressive tal's employees knew, understood and sup- solve are referred to outside case manage- Continental has revised ltS subrogation
case management and return to work, med- ported the plan, Mr Potter said nnent policies and is working with its TPA to de-
ical bill audits and increased use of compa- The communication velop a system to encourage recovery from
ny clinics, was developed by Adam W Pot- strategy was an

.
in- third parties and second-injury funds when

ter shortly after he joined the Houston- ' t stant hit," he re- A key element of the airline's possible
based airline in 1995 as managing director called "Employees The airline also met with more than 75 of
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of rlsk management and ground safety ihimiless knew the compa- plan to reduce its workers its workers comp defense lawyers to ensure
"Continental was spending as much on - ny's cost of work- compensation costs was uniform and fair treatment of injured work-

workers compensation costs as it did for a WQRKERS COMPENSAT©N ers compensation,
CONFERENCE

ers The objective was to dissuade daimants
brand-new 757 aircraft," estimated Mr Pot- how it affected Improving Communication from hiring attorneys of their own, Mr Pot-
ter, who now serves as a consultant to the . their individual with employees. ter pointed out

r .

airline "Two years ago, we downsized to a '..,,,. profit sharing, the Continental's new workers compensation
much smaller aircraft a brand-new 737 number of employees in- program also altered the company's injury
And today we're spending the equivalent of jured on a daily basis and, most important, allocation system so that departments not
a regional jet " what the company was going to do about Previously, "we were spending over $12 only are held responsible for claims, but

"In a very short period of time, we were it " million in outside case management," Mr also receive credit for helping return an in-
able to decrease our workers compensation Then the work began Mr Potter's team Potter said Jured worker to the Job quickly
costs by 45% and reduce on-the-job injuries reviewed more than 1,600 open workers Throughout the case management process, Finally, the workers compensation group 
by 54%/'Mr Potter told those attending a compensation files registered nurses specializing in rehabilita- and the safety group-two groups that typi-
luncheon at the Fifth Annual Bwness In- "We adjusted reserves, closed files and tion services maintain contact with injured cally are rivals in most organizations-were
suranee Workers Compensation Conference settled claims It didn't take long for the employees, provide physician referral when combined under one umbrella
last week in Santa Monica, Calif word to get out that we were actually doing necessary and help explain diagnosis and "This seemingly small task was a pivotal

Mr Potter began the daunting challenge something," he said "And, while some em- treatment point to our turnaround," Mr Potter said
of turning around Continental's workers ployees were not overloyed with the results, "The nurses let the employees know that "We now have the safety and workers com-
compensation claims experience by con- all employees were pleased that after a long we're concerned about their condition and pensation groups working together Each

ducting a thorough analysis of the compa- period of dormancy something was actually want to ensure they are being treated by the director understands the issues, obstacles 
ny's pre- and post-iniury management pro- being done .

proper physician," Mr Potter said and programs of the other In addition, the
cess In addition to the initial file review, Mr The objective of the case management group works on tasks together "

"This process consisted of not only re- Potter set up ongoing audits of a large sam- process is to ensure appropriate treatment The collaboration enabled Continental to
viewing policies, programs and procedures, ple of open and closed claims files and expedite recovery and return to work, revamp its accident investigation process to
interviewing all levels of management and Next, Continental's convoluted claims-re- because "we understand that saving $1 in focus more on determining the root cause of
non-management employees, conducting fo- porting system, which had an average re- medicals may cost upwards of $10 in lost injuries and eliminating hazards so that in-
cus groups and surveys, but also performing porting time of three months, was scrapped time," he added juries do not recur
various Job functions as well," he explained "Previously, a lengthy form was filec by Continental also regularly reviews bills For many years, our safety group focused

"For example, I actually loaded and un- the supervisor of the injured employee or a submitted by providers to ensure they are only on discipline and blame," Mr Potter
loaded cargo from aircraft, marshaled air- specific point person in the department, and reasonable and meet fee schedules said "Employees were punished for causing
craft into position and ran ground support then either called, faxed or mailed in We The airline now offers employees access to damage to company equipment Investiga-
equipment I assisted flight attendants in had two individuals answering the phone treatment at four company-owned occupa- tions were not even completed for on-the-
flight and sat with pilots in the cockpit to and entering information," Mr Potter said tional clinics-three of which are open 24 Job inluries
understand how they actually performed Now, under the new system, Continental hours-staffed by doctors, nurses, para- It seemed as if Continental cared more

the }ob But they never actually let me fly uses electronic incident reports taken by a medics and physical therapists all focusing about ltS equipment than about its employ-
the plane," he quipped third-party administrator available 24 on employees' "total health," he said Em- ees, Mr Potter said But, "by investigating

After assessing the problem, Mr Potter hours a day ployees can use the clinics for occupational both injuries and mishaps, not only does lt
developed a plan with the primary objective To ensure that claims are reported quick- and non-occupational illnesses and injuries show that we value employees as the No 1
of reducing workers compensation costs and ly, "we took a unique approach Employees without copayments or deductibles asset of the organization, it has been very ef-
injuries by at least 25% became responsible for reporting their own The objective is to make employees com- fective m drastically reducing miuries " Ell

Structure strengthens return40-work plans: Panel
Human element important in retraining low-skilled workers, speaker says medical providers, obtains current physi-

cal capacity evaluations and obtains med-
ical approval of proposed return-to-work

By MEG FLETCHER employee's strengths and capabilities and savings most return-to-work programs activities and Jobs
is the most cost-effective case manage- can provide companies • Return-to-work activities

SANTA MONICA, Calif -Adding more ment model," according to Mr King A return-to-work program at the self- The employer surveys departments to
structure to a return-to-work program In addition, he urged employers to find insured University of Pennsylvania determine possible sedentary or light-
can enhance its success, especially among meaningful work-related experiences for duty lob tasks, maintains close contact
lower-slalled workers recuperating employees, with supervisors and workers and mom-

That is the advice of panelists who rather than making The University of Pennsylvania tors the job's physical demands and job
discussed the issue during the Fifth Annu- . them perform de- performance

Health System uses a four-partal Workers Compensation conference meaning tasks • Internal ]ob development
1 THE FIFTH ANNUAL ,

sponsored last week by Bus:ness Insur- ---5---- . such as counting program for workers injured The employer arranges regular meetings
ance ./50-ce. . straws, as one

on the job that includes
with human resources personnel, encour-

"Companies are moving toward creat- WQRKERS COMPENSAT©N hotel chain did ages return-to-work supervisors to hire
ing more structure in return-to-work,"

» CONFERENCE , He praised a retraining, if needed. their program's employees and advocates
said Daniel L King, president and chief r program used by cost-effectiveness of returning injured
executive officer of The Risk Control r Specialized Distri- workers to work

Group Inc in San Clemente, Calif bution Management • Retraining employees
The risk management consulting orga- Inc, the largest distributor for Safeway Health System has saved nearly half of a Because higher-skilled workers usually

nization specializes in outsourcing risk Stores in California The distributor cre- $6 million expense over the past five can find jobs, the employer considers re-
management and safety-related services ated an innovative light duty and return- years, said Rosemary Osman-Koss training all unskilled or lower-skilled
to the food service, health care and hospi- to-work program that uses a special She is the workers compensation man- workers
tality industries "safety room" in a grocery warehouse to ager for a rapidly growing Philadelphia- That includes assessing a worker's

He recommends following, in order, this help train recuperating employees in safe- based health care system of six lnStltU- work-related aptitudes and educational
hierarchy for vocational case manage- ty and keep them in a work-type environ- tions skills, providing training for upcoming
Inent ment instead of at home watching televi- The organization employs about 14,000 Jobs and providing outplacement services

• Return to work in the same job with mon workers and has about 200 lost-time as needed

the same employer The room is equipped with chairs and claims annually, including 20 to 25 from The last component was added three
• Return to work in the same job, modi- tables and decorated with safety posters low-skilled workers who cannot return to years ago and is very important," she

fied, with the same employer Medically able employees are assigned their labor-intensive jobs, Ms Osman- said
• Return to work m a new job with the there while recovering, to receive training Koss said Thus far, the program has provided re-

same employer on safety and health issues, and are held The heart of the health care system's ef- training services to 42 unskilled and low-
• Return to work to a new employer accountable for their attendance when fort is a four-part program used for work- er-skilled workers Of those, 39 graduat-

with a direct job placement not receiving medical care ers at all sk111 levels ed, and 26 have returned to work in new,
• Retraining for new job skills Mr King also recommended performing • Medical case management budgeted Jobs "To me, this is a fantastic
"This hierarchy supports the inJured a cost/benefit analysis to determine the The employer coordinates contacts with See Return on nezt page
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Ergonomics programs sit wei I
Turner Broadcasting, Bankers Trust educate and train to reduce claims

By ROBERTO CENICEROS ference in Santa Monica, Calif., last
week.

SANTA MONICA, Calif-Er-

gonomies programs are successful
when they include employee and
management education and involve
representatives of many disciplines
within a company.

"Our program has been very sue-
cessful," said Cynthia R. Parks, man-
ager of employment related risk for
Atlanta-based Turner Broadcasting
System Inc., the parent company of
the Cable News Network and the At-

lanta Braves. She noted that the pro-
gram, which has an employee educa-
tion component and is supervised by a
broad-based task force, is especially
helpful because it has so many "type-
A personality" employees who don't
like to take breaks and often work

long hours.
"Initially when we started the pro-

gram, we did see an increase in fre-
quency with employees reporting
claims, but we did experience a de-
crease in severity," she said. Since the
program was instituted in 1993, "We
have only had three employees that
have had surgery for carpal tunnel
syndrome. With a workforce of more
than 8,000, we are very pleased with
those results," she said.

Ms. Parks spoke as part of a panel
that discussed effective ergonomic
systems at Business Insurance's Fifth
Annual Workers Compensation Con-

Continued from previous page
result," she said.

The retraining component has
saved about $400,000 in annual
wage loss benefits and $15 million
in potential long-term wage loss
benefits at the self-insured institu-

tion, she said.

However, it is important to re-
member the human element when

retraining low-skilled workers,
said Larry Kurtz, president of The
Achievement Institute in Bryn
Mawr, Pa. The organization pro-
vides employer-based assessment
and retraining services for perma-
nently injured hospital employees.

"They often fear that other em-
ployees will learn of their limited
language and math skills," he said.

Common characteristics that

may limit an employee's ability to
return to work include language
and math skills at less than a

sixth-grade level, poor school
records, fear of traditional group-
oriented classroom learning pro-
grams because of past problems,
and self-doubt.

"That has to be kept in mind,"
he said.

A good retraining program will
include all of these steps: vocation-
al assessment, planning, remedia-
tion, skills training-often on a
one-to-one basis-interview skills

preparation and outplacement ac-
tivities.

It is important that the training
room "doesni look like a school,"
so it is best to use a.n office-like

setup rather than a room with a
blackboard, he said.

"If you skip a step, you set things
up for failure," he said.

Individual success stories, such

as a hospital cleaner with an in-
jured back who becomes an office
worker, are not only inspiring but
good for the company and the
worker.

Rebecca Shafer Bruce, president
and CEO of Aon Management In-
stitute in Glastonbury, Conn.,
moderated the panel. Ill

Even with all

the media

'. and regu-
:THE FIFTH ....AL: latory at-

tention

heaped
WORKERS COMPENSATIpN

» CONFERENCE , on er-

: gonomics

t. over the
,

fewpast
years, a

widespread perception persists

among the public and management
that ergonomic practices are too cost-
ly and complicated to implement in
the workplace, said Wayne S. May-
nard, product direct.or for ergonomics
and manufacturing technology ser-

t.4

vices for Liberty Mutual Insurance
Co. in Boston, who served as the pan-
21's moderator.

But those practices don't have to be

part ergonomics pr()87·am, which fo-
cuses on: workstation analysis, em-
ployee educational awareness, medi-
cal treatment and workinsi with er-

'When we started the program, we did see
an increase in frequency with employees
reporting claims, but we did experience a
decrease in severity,' says Cynthia R. Parks.

costly or complex and they do reduce
injuries, the panelists agreed.

Turner Broadcasting aims to reduce
or eliminate injuries through a four-

&&

gonomics equipment and furniture
manufacturers, Ms. Parks said.

The work in those four areas is su-

pervised by a task force that includes

employees, medical doctors and per-

rnent.

Exposure identification is conduct-

uations, petiodic employee surveys

tracorp.

and carpal tunnel syndrome. That can
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The time to consider insurance is before

a design problem occurs. But should one

of your projects go awry, Zurich-American
provides architect's and engineer's pro-
fessional liability coverage to firms of all

sizes and engineering disciplines. We

specialize in providing creative solutions to
professionals' changing insurance needs.

Our mission is to provide the highest level
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of service to our insureds, brokers and

agents and to give them the security and
financial stability that comes with our

high fnancial rating. So if a structure

you've designed becomes a bit of an
insurance stretch, be sure to contact

Zurich-American at 1-800-382-2150.
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Global Briefs

Liberty Re Ltd., the London reinsur-
ance unit of Boston-based Liberty Mutu-
al Group, has been authorized to operate
by the U.K Department of Trade and In-
dustry. Liberty Re also has become a
member of the London International In-

surance & Reinsurance Market Assn.

Backed by£250 million ($418 million) in
paid-up capital, Liberty Re describes it-
self as a multiline global reinsurer writing
property and casualty, life and health,
and non-traditional reinsurance....Mem-

bers of The United Kingdom Mutual
Steam Ship Assurance Assn. (Bermuda)
Ltd., also known as the U.K. P&I Club,
have voted to make club members main-

tain a valid International Safety Manage-
ment Code certification or risk being un-
able to claim losses from the club. At the

club's annual general meeting in Bermu-
da last month, members voted to approve
a rule change to meet the standard recom-
mended by the International Group of
P&I Clubs of denying claims of ship own-
ers not certified by the ISM if the claims
were caused by failure to comply with
ISM requirements. The club directors
have retained the discretionary right to
pay uncertified owners in special circum-
stances. The change in club rules takes ef-
feet Feb. 20, 1998, though in practical
terms its force will not be felt until July 1,
when ISM Code certification becomes

mandatory for tankers, bulk carriers, pas-
senger ships and high-speed cargo craft.
Other vessels must comply with the code
on July 1, 2002....The UK. P&I Club has
reduced its supplementary call for a poli-
cy year for the fourth time in the past five
years. At the Bermuda meetmg, the club's
directors decided to cut the call to 25%

from 40% because of its strong reserving
position. But premiums are set to increase
5% for the 1998 policy year, beginning in
February....Cliff Simmoncis has been ap-
pointed underwriter for Lloyd's syndicate
947/2947 and a director of Archer Manag-
ing Agents Ltd., the syndicate's managing
agency. Mr. Simmonds formerly was the
deputy underwriter for the syndicate, and
his position has been filled by Colin Bak-
er, previously the syndicate's underwrit-
er. Archer syndicate 270 also has a new 
underwriter, Gerard Knowles, who has
become a director of the agency. He takes
over for Richard Maylam, who will retire
in February... .Money invested in new
U.K. group personal pensions will in-
crease by 89% to an estimated £416 mil-
lion ($ million) this year, according to a re-
port by consultant Datamonitor Europe.
Since 1991, the value of new group pen-
sions has seen an annual growth rate of
30%, but this is accelerating, and last
year, they saw a 57% increase. Datamon-
itor attributed the popularity of group
pensions to their relative lack of regula-
tion compared with traditional occupa-
tional plans and potential administrative
savings and portability for employ-
ees....In the past year, U.K. trade unions
have won a record £340 million ($368.5

million) in compensation for employees
with workplace injuries or illnesses, ac-
cordingto figures published by the Trades
Union Congress, which represents U.K.
labor unions. . . .ReliaStar Reinsurance

Group (U.K.) Ltd., the recently estab-
lished subsidiary of Woodbury, N.Y.-
based ReliaStar Life Insurance Co.,has
been assigned an initial A.M. Best Co. rat-
ing of A with a positive out-
look. . . .Copenhagen Re Group has been
assigned an A claims-paying ability rat-
ing by Standard & Poor's Corp. The rat-
ing applies to all parts of the Copenhagen
Re Group. S&P previously rated the com-
pany's London operation A- and the Sin-
gapore operation BBB based on public in-
formation... .Gordon Breslin has been

appointed insurance manager for CNA
Reinsurance Co. Ltd. in London... .Chris

Charman has been named managing di-
rector of Commercial Union Risk Man-

agement, Asia, based in Singapore.

INTERNATIONAL
DUbt/te:66 1726"UTU'/LCe, 1N OVemOer 6, 1 Btl i / Zii

Reinsurers' size relative
Executives debate the abilities of large players vs. smaller competitors '

By KATE TILLEY

SINGAPORE-Is there room for

' small reinsurers in today's market
pattern of the big getting bigger?

The question was debated at length
at the fourth biennial Singapore In-

i ternational Reinsurance Conference

last month, with the answers varying
, according to the size of the reinsurer

responding.

f David Denning, chairman and chief
executive officer of Copenhagen Rein-

' surance Co. (U.K.) Ltd. in London,
told delegates, "Good things come in

' small packages." The slogan "big is
beautiful" is not necessarily relevant
in the reinsurance industry, Mr. Den-

I ning said.
1 But Werner G. Bugl, chief executive
1 of the Singapore branch of Munich
, Reinsurance Co., said the "concentra-
' tion process" is giving big reinsurers a

market advantage geographically and
, in product lines.

He predicted the concentration has
1 "not yet found its end."

Large risks, such as earthquakes,
' storms, aviation fleets and large in-

dustrial risks, can be covered only in
global accounts, he said.

Mr. Denning, who is a former chair-
man of the London International In-

surance & Reinsurance Market Assn.,
said: "You only have to look at the

, Lloyd's building in London to agree
that big isn't necessarily beauti-

ful. . . .It can be quite ugly."
However, he said the smaller rein-

surers have no place in the alternative
risk transfer products market. "It's
best left to the larger companies that
can afford to make major mistakes,"
Mr. Denning said.

Mr. Bugl said the alternative mar-
kets are a possible threat to insurers
and reinsurers but that there is "more

smoke than fire, more talk than facts,
in this field." If reinsurers continue to

act as "superior risk managers for
commerce and industry," risk-carry-
ing that involves the financial mar-
kets "may become a useful supple-
ment, at best, to insurance and rein-
surance, but not a real threat to its ex-
istence."

Mr. Denning said mergers and ac-
quisitions have "decimated" the rein-
surance industry and are motivated
by a "perceived need to improve
shareholder value," not to improve
the situation for policyholders or em-
ployees. Too often, the motivation is
"to do what's fashionable," Mr. Den-
ning said.

While some buyers argue that big-
ger is better because they equate size
with security, smaller reinsurers have
their strengths, and those that will
survive are "quick on their feet, flexi-
ble, and have clear, strategic direc-
tion," Mr. Denning said.

For example, his company, the U.K.
See Niche on page 31
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Singapore, which recently hosted the fourth bien-
nial Singapore International Reinsurance Confer-
ence, is encouraging reinsurers to locate there.

Singapore seeks Gdynamic' industry
Government wants more autonomy in reinsurers' local offices

By KATE TILLEY

SINGAPORE-Singapore is rapidly de-
veloping as a regional reinsurance center,
with 50 reinsurers now established in the

region.
The Monetary Authority of Singapore is

encouraging more reinsurers to come to the
region, according to Lee Yock Suan, Singa-
pore's minister for trade and industry and
second minister for finance, who officially
opened the fourth Singapore International

Reinsurance Conference at Singapore's
Shangri-La Hotel last month. Also, the
Singapore government wants international
reinsurers to grant their Singapore offices
greater autonomy to help develop a "dy-
namic, competitive reinsurance industry."
The offices currently are "limited in
scope," Mr. Lee said.

"MAS is keen for reinsurers to establish
full offices here and for those here to ex-

pand their scope and underwriting author-
ity," he said.

The MAS, which regulates the industry,
will set no limit on the number of reinsur-

ers or reinsurance brokers licensed to op-
erate in Singapore, he noted.

Mr. Lee said reinsurers are gaining ac-
cess to the relatively uninsured Asian mar-
kets, with 1996 gross written premiums for
Singapore's reinsurers reaching $916 mil-
lion Singapore ($654.7 million), of which
$714 million Singapore ($510 million) is
from business outside Singapore.

See Singapore on page 31

Another kind of consolidation
U.K. insurance industry prepares for introduction of single currency

By MARIA KIELMAS membership. "With banks we found that it
could add about 2% to overall costs over three

The British insurance market is hustling to
prepare for European Monetary Union, even
though the government has ruled out imme-
diate UK entry into the system.

London-based insurers and brokers must

adapt to dealing with a new currency because
of the city's dominant position in the world
insurance market, regardless of the British
government's position on the matter.

About 11 European Union member coun-
tries hope to participate in EMU, to be formed
Jan. 1, 1999. E.U. countries will not agree on
the membership of the EMU's first phase un-
til the first quarter next year. Britain, Swe-
den, Denmark and Greece have officially
ruled out first phase membership.

U.K. insurers are behind their European
counterparts and clients in preparations.

Chris Smith, assistant manager of econom-
ie research at the London-based Assn. of

British Insurers, explained in an earlier study
on the effects of EMU on insurers that main

reason for the lack of preparation has been
the uncertainty surrounding EMU: whether
and when it will start; whether and when the
United Kingdom will join; whether and when
the "euro" will be widely used before notes

and coins are available.

However, multinationals domiciled in
countries such as France and Germany,
which have declared they will join the first
tranche of EMU, already have made prepara-
tions.

"We have been told by large European
multinational clients and customers that they
will deal only in the euro after 1 January
1999," says Nick Stone, group treasurer at
London-based broker Lambert Fenchurch.

The costs for the British insurance sector

for converting to use of the new single curren-
cy, the euro, have been variously estimated at
between £1 billion to £1.5 billion ($1.7 billion
to $2.5 billion). Costs for the

E.U. insurance sector as a whole have been

given by various institutions at £5 billion
($8.36billion).But this total only includes the
costs of the transition. There is no estimate for

any growing pains that may arise during the
euro's early years or of future economic and
political problems as the currency either sue-
ceeds or ails, according to Mr. Smith.

Costs to industry as a whole from the EMU
transition have not been estimated, says Dou-

glas Gooden, head of economic research at the
London-based Confederation of British In-

dustry, an industry group with corporate

years. In the retail sector the costs would be
higher probably, about 4%," Mr. Gooden
says.

The chief expense will be changing com-
puter systems to accommodate the euro. The
ABI thinks that this could account for 60% to

70% of overall costs of EMU transition. A

complicating factor is that the new currency
coincides with problems arising from the need
to adapt computer systems to deal with the
year 2000. "Are there physically enough spe-
cialists available to cope with the change?"
asks the CBI's Mr. Gooden.

Lambert Fenchurch's Mr. Stone says his
company has outsourced most of its informa-
tion technology work to a service company,
which itself may be overloaded with work as
the millennium approaches.

Multinational brokers, insurers and busi-
nesses are used to dealing with a large num-
ber of currencies, so one extra in the form of

the euro should not cause many problems.
In fact, insurers may benefit from the euro

through reduced currency transaction costs.
However, long-term insurance contracts

could be hit if the existence of

See EMU on ned page
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EMU
Continued from previous page
the EMU led to lower interest rates

throughout member countries. Mr.
Smith says that if the EMU causes
interest rates to be lower than they
otherwise would have been, an in-
surance company may find it cannot
meet its liabilities from its invested

assets, perhaps forcing it to draw on
reserves.

The London-based Institute of Di-

rectors, an association of individual

company directors, opposes Britain's
joining the EMU and thinks the sav-
ings for British and European corpo-
rations in currency transactions
costs will be negligible, if any.

EMU membership does not affect
Britain's most important trading
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partner: the United States.
"Only half of our current account

transactions are with European cur-
rencies," says Ruth Lea, head of the
IOD's Policy Unit.

The United Kingdom conducts
15% of its physical traci€ and the
majority of ts currency transactions
with North America and the U.S.

dollar. "If you are talking about
monetary union, then the test union
to talk about is joining the U.S. dol-
lar with sterling," Ms. Lea said.

The insurance sector in London

also transacts the majority of its
business with the dollar.

Mr. Stone of Lambert Fenchurch

said about 20% of his company's
business is transacted in the Euro-

pean currencies expected:o join
EMU. The currency union will make
a great difference to his company's
currency hedging strategy. Never-
theless, the majority of business is
transacted in U.S. dollars and ster-

ling.
U.K. Chancellor of the Exchequer

Gordon Brown last week ruled out

British membership of EMU for the
term of the current British Parlia-

ment, about the next five years.
British membership after that de-
pends on the way EMU progresses
and how it fulfills certain economic

criteria aimed at converging the
U.K. economic cycle with that of
EMU members. Mr. Brown said the

criteria are:

• Whether there is sustainable con-

vergence between Britain and the
EMU member countries.

• Whether there is enough flexibil-
ity to cope with economic change.

• The effect on investment.

• The imoact on the financial ser-

46Ver. 20 Years.o

vice industry.
• Whether it is good for employ-

ment.

Lambert Ferichurch has adopted
three scenarios for its preparations
for EMU, Mr. Stone said. They are:

• The euro goes ahead without the
United Kingdom and is a soft cur-
rency as far as transactions are con-
cerned.

• Underwriting agencies such as
Lloyd's of London and others adopt
the euro as a settlement currency,
but the United Kingdom stays out.

• Sterling goes into EMU, and all
of the London underwriting markets
adopt the euro as a settlement cur-
rency.

London brokers and underwriters

have convened working groups to re-
view their trading relationships once
the EMU is formed. Lloyd's already
has confirmed it will introduce:he

euro as a settlement currency and is
upgrading its system accordingly.

The euro is expected to become le-
gal tender in check and credit form
on Jan. 1, 1999, until Jan. 1, 2002.

Throughout the transition period,
companies in the EMU zone will
have to file reports and accounts in
euros and their domestic currencies.

All new issues of government debt of
participating states will be in euros
from the outset.

EMU proponents hope this will re-
sult in a critical mass of wholesale fi-

nancial market transactions being in
euros from the start. But it will com-

plicate accounting because of the
duplicated reporting requirement
during the transition.

"I don't think anyone has invented
an accounting procedure to cope
with this yet," says a spokesman for
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Willis Corroon Group P.L.C..
Mr. Smith lists a number of issues

insurers must confront with the

euro.

During the transition period, in-
surance buyers will be able to choose
to pay premiums or receive pay-
ments in euros or domestic curren-

cies. This is called the "no compul-
sion, no prohibition" principle.

"Potentially, an insured could of-
fer their insurer euros in payment of
an insurance premium on 1 January
1999, and if the insurer did not have
the capacity to accept and account
for this conversion, charges, etc.
could fall to the company," Mr.
Smith says.

Insurers have a large number of
long-term contracts in sterling and
other domestic currencies. Some pol-
icyholders may be difficult to con-
tact. Problems could arise if insurers

are obligated to contact policyhold-
ers to report that the terms of the
contract have changed.

Mr. Smith said the EMU remains a

risky project with collapse a real
possibility. The risk may be particu-
larly high during the transition peri-
od. As part of their risk management
strategy, some insurers, as well as
other commercial organizations, are
devising both an entry and an exit
strategy into EMU.

The IOD's Ms. Lea said that once

the euro goes ahead, it is unlikely to
be demolished by currency specula-
tors. "This will be a replacement for
the deutsche mark. This is not some-

thing speculators will tear apart. The
real problem is who knows how
much pain and economic dislocation
will be caused to put it into effect,"
Ms. Lea added. Ell

f
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That compares with only $263
million Singapore ($166.8 million)
of premium written by Singapore-
based reinsurers 10 years ago.

Singapore reinsurers have to
serve a wider region, use state-of-
the art technology and use their
"main competitive weapon,"
which is human resources, Mr.
Lee said.

Reinsurers in Singapore now
employ 600 people, of whom 45%
are college graduates, which
is "higher than the insurance in-
dustry as a whole," Mr. Lee ob-
served.

However, 43% of the staff have

less than five years' experience in
the industry, and much training is
required to "bring up their levels
of experience."

In addition, Singapore is be-
coming an information technology
hub and that will assist reinsur-

ers.

In a separate panel session, Ted-
dy Hailamsah, president/director
of PT Asuransi Central Asia,
based in Jakarta, Indonesia, told
the conference delegates price still

Niche
Continued from page 29
arm of Copenhagen Re, is "one of
the most profitable reinsurers in
the world, but only 5% the size of
Munich Re."

But Mr. Denning did not under-
estimate the value of ratings, say-
inga good rating is important to a
small company.

While larger reinsurers can af-
ford to be "choosy" about the
business they write, Mr. Denning
warned smaller reinsurers that

profit, not market share, should
be the driving force and that they
should not be tempted to write
bad business. "If your premium
level drops to unacceptable levels,
don't be tempted to write bad
business. Identify and develop
new lines of expertise instead," he
said.

Small reinsurers have to devel-

op niches in which they can excel
and write business they "under-
stand at least as well as anyone
else, and a good deal better than
most." When asked what niches

small reinsurers should be in, Mr.

Denning said those in which they
can provide service with less cap-
ital.

During his presentation, Mr.
Denning said smaller reinsurers
are able to make decisions quick-
ty and independently. "There are
no proven economies of scale in
our business," he noted.

Mr. Bugl argued that a large,
global player can accept large
shares of treaties and individual

risks. The costs per piece of busi-
ness will, in relative terms, be
smaller than those of a smaller

reinsurer accepting smaller por-
tions of the business, he said.

Large reinsurers are able to af-
ford "superb underwriting exper-
tise," he said. Mr. Bugl also ar-
gued that smaller reinsurers are
unable to maintain networks of

offices around the world.

However, Mr. Bugl conceded
there are "ample opportunities for
good, small niche players," al-
though the market favors the
larger reinsurers.

He said the demand for insur-

ance and reinsurance will contin-

ue to grow but that risks, and thus
the loss potentials, will become
more complex, more hazardous
and more difficult to assess. Ell

is the key issue for cedents in
Asia.

However, in the long term that
will change, and service will be
the prime factor, though "it may
take another 10 years," Mr. Hail-
amsah said.

'The governments are
like our parents, they
cannot keep us at
home all the time,' says
Teddy Hailamsah.

Mr. Hailamsah said regional in-
surers have to step outside regu-
lated markets.

"The governments are like our
parents, they cannot keep us at

INTERNATIONAL

home all the time," Mr. Hailam-
sah said.

Governments in highly regulat-
ed markets are "trying to protect
their children, but they must re-
lease them into the world's play-
ground," Mr. Hailamsah said.

John S. Davidson, regional
manager of Commercial Union
P.L.C. in Singapore, said cus-
tomers will dictate what they
want from the market, and "pro-
tected markets don't give the cus-
tomer a good deal."

"There are examples of markets
where customers can't get the
wordings they want because the
market is protected. It's artificial
to try to protect customers from
foreign entrants, because ulti-
mately, the customer wants to
deal with someone who can pro-
vide what he wants," Mr. David-
son said. Ial
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Reinsurance rates

too low, exec says
By KATE TILLEY

SINGAPORE-The global rein-
surance market will continue to

consolidate through mergers and
acquisitions, a reinsurance execu-
tive says.

"In the next two to three, and
possibly four years, rates will de-
cline further," Jacques Blondeau,
chairman and chief executive of-

ficer of the SCOR Re Group, told
attendees at the fourth biennial

Singapore International Reinsur-
ance Conference, held last month

at Singapore's Shangri-La Hotel.
The soft market will delay the

(03
7F
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growth of catastrophe bonds a nd
pure financial products, he pre-
dicts.

Mr. Blondeau pointed out that
reinsurance rates will not rise in a

hurry.
He said "common sense" will

not prevail in the reinsurance in-
dustry as the quest for market
share intensifies, because larger
reinsurers will be trying to amass
market share to justify expensive
acquisitions to shareholders. And
small reinsurers will "fight to the
death"
share.

See Reinsurers on next page

t
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But neither an influx of capital nor
softer demand are the major factors
fueling overcapacity, Mr. Blondeau
noted. He blamed the reinsurers

themselves, saying they are becoming
"more aggressive" as they seek to ex-
pand, or retain, market share.

Good technical results from ce-

dents in the past three to four years
have reduced their reinsurance needs,
he noted, and the lack of catastrophes
in the past three years has impacted
heavily on the reinsurance markets.

Mr. Blondeau sees emerging mar-
kets in central Europe, South Ameri-
ca, particularly Brazil, and Russia as
"positive trends," however, pointing
out that the positives exceed the neg-

atives for reinsurers.

Average growth in demand is still
3% to 5% a year over the past five
years, and the total global reinsur-
ance market is now more than

$NM100 billion, Mr. Blondeau said.
From 1992 to 1997, the number of

reinsurers has dropped to less than
200 from 400, and that trend is likely
to continue.

The two major reinsurance groups,
Munich Reinsurance Co. and Swiss

Reinsurance Group, now have a com-
bined 31% market share, and the top
four, including General Reinsurance
Corp. and Employers Reinsurance
Corp,command a combined 48%
market share.

"We have become one of the most

concentrated industries in the world,"
he said. As with other concentra:ed

industries, such as airlines, chemicals

INTERNATIONAL

and computer chips, that means in-
creased competition.

While there is overall global over-
capacity, different classes and mar-
kets fare ver' differently, with over-
capacity most obvious in the proper-
ty, marine, aviation and excess-of-
loss catastrophe classes. Casualty,
space and construction covers are
"better balanced."

Reinsurers will need to use technol-

ogy better and provide more sophisti-
cated products for insurers, Mr. Blon-
deau said.

He warned that reinsurers would

be "foolish" to think the lew claims

level in commercial classes will con-

tinue and that catastrophe claims will
continue to be low.

Casualty lines, too, will see claims
con-inuing from tobacco products,
blood contamination and treast im-

plants, and as reinsurers become larg-
er through acquisitions, they will
have to be wary of accumulating
long-tail claims increasing their ex-
posures.

Phua Kia Ting, managing director
of Cologne Reinsurance Co. P.L.C. m
Singapore, who moderated the ses-
sion, said it would be "up to share-
holders and the stock markets to

make common sense prevail"
However, Mr. Blondeau said it is

impossible to stop the competition
that occurs through the increasing
market concentration. However,
"consumers are the winners. at least

in the short term," he said.
During the question and answer

period after the presentation, Mr.
Blondeau said reinsurance brokers

will follow the same trend of consoli-

dation. "If we emerge with two or

Tough times ahead for Japanese insurers: Exec
By KATE TILLEY

SINGAPORE-Japan's insurance
market will see dramatic changes as
the market deregulates, suggests a
Japanese insurance executive.

Prior to deregzdation, the market's
stability and order, "unparalleled in
other countries. niade it enjoyable
for insurers," but full deregulation
will be implemented by 2001, accord-
ing to Megumi Ugai, associate direc-
tor and general manager of Yasuda
Fire & Marine Insurance Co. Ltd. in

Tokyo, at the fourth biennial Singa-
pore International Reinsurance Con-
ference last month.

1Mr. Ugai predicted Japanese insur-
ers' days of easy profitability are com-

ing to an end as the Japanese govern-
ment's deregulation of financial mar-
kets is put in place. "The law of the
jungle, survival of the fittest, rvill
come into play," he told delegates.

"It is likely to be impossible to pro-
duce underwriting profits as insurers
always did before," he noted. He said
he expects commercial business to
"migrate to larger companies, which
have the technological superiority and
ability to compete on price."

Much of the impetus for change was
fueled by the United States-Japan In-
surance Talks:

The 1996 Insurance Business Law,

which took effect Oct. 1, permits life
and non-life insurance companies to
compete in each others' sectors; the
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introduction of brokers; and the li-
censing of Lloyd's agents.

Since then, 11 non-life insurers
have entered the life market, and six
life insurers have entered the non-life

market. The number of non-life com-

panies has risen to 59, including for-
eign-owned companies. Lloyd's Japan
Inc, a Tokyo-based Lloyds service
company, was set up in April this
year.

Mr. Ugai's company, Yasuda, chose
to expand by taking a stake in INA
Life Insurance Co. of New York-a

unit of CIGNA Corp.- strategy that
Mr. Ugai noted would have been"im-

possible before regulation."
Mr. Ugai said deregulation of pre-

mium rates is occurring slowly be-
cause if premiums are completely lib-
eralized, "some high-risk consumers
would be unable to afford insurance

as the premium demanded of them
rises or the policy conditions are tight-
ened."

He predicted job losses in the insur-
ance industry as job opportunities are
eroded and the industry goes through
"a round of cost-cutting of a severity
never before experienced." The non-
life sector always has been seen as a
first-choice career path for university

three megabrokers and nothing else,
that could be a problem for insurers
and reinsurers. Any market needs
competition."

Dieter Losse, chairman and chief
executive of reinsurance intermedi-

ary Greig Fester Group Ltd. in the
United Kingdom, said the "middle
ground" of reinsurance brokers needs
to be strengthened to ensure the in-
dustry is not dominated by "mega-
groups," because that is "potentially
unhealthy."

"I personally am skeptical about
megabrokers and reinsurers manag-
ing business in the best interests of
the customers," he said.

He said Greig Fester is "strengthen-
ing the middle ground" with its sale to
Benfield Group Ltd. (BI, Sept 29). Mr.
Losse will become deputy chairman
of the new entity, Benfield Greig. 51
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graduates, with high wages and life-
time employment, he noted. 1311

U.N. asking U.S. insurers to join
international environment initiative

By CAROLYN ALDRED

GENEVA-U.S. insurers are be-

ing urged by the United Nations to
sign the U.N.'s Statement of Envi-
ronment Commitment by the In-
surance Industry and to take a
more active part in climate change
negotiations.

The IAN. Environment Pro-

gram's Insurance Initiative has 71
insurance and reinsurance compa-
ny signatories from 25 countries
around the world and, of those, 21

companies formed an association
this summer to strengthen their
voice in intergovernmental climate
change debates.

Despite the fact that the largest
weather-related losses to the in-

dustry occur regularly in the Unit-
ed States, U.S. insurers are notice-
ably absent among the U.N.'s list of

signatories. In fact, just one U.S.-
based company, Employers Rein-
surance Corp., has signed the in-
dustry statement, and no U.S. com-
panies have joined the association.

The statement advocates sustain-

able development with a greater
focus on environmental manage-
ment.

"It is a major problem that we
don't have an active U.S. insurance

company on board," said Bernd
Schanzenbaecher, an officer with
the Geneva-based UNEP.

Extreme weather events have

caused substantial losses to the

U.S. insurance industry and "it
would be logical if more U.S. com-
panies get engaged in the UNEP
Initiative and share their experi-
ence with other nations," he point-
ed out.

Part of the problem is that the

United Nations has a "weaker im-

age" in the United States, said An-
drew Dlugolecki, an underwriting
manager with General Accident
Fire & Life Assurance Corp. PLC.
in Perth, Scotland, and a member
of the UNEP's Insurance Assn.

The U.N. often is seen as a Euro-

centric organization, noted Mr.
Schanzenbaecher. However, the
UNEP Insurance Initiative is a

global initiative with signatories in
every continent, he said.

Mr. Schanzenbaecher also point-
ed out that an independent assess-
ment by a U.S. attorney on the le-
gal obligations of the UNEP Bank-
ing Statement, which is similar to
the Insurance Statement, has con-
cluded that "even a direct breach

of the Statement appears unlikely
to expose a signatory to new forms
of liabilities under U.S. law."
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A.M. Best Co. of Oldwick, N.J.,
keeps a "hit list" of insurers suscepti-
ble to a stock market downturn, but
there are a "very limited number" of
such insurers, said Eric Simpson, a se-
nior vp in the rating agency's proper-
ty/casualty insurance division.

Even if stocks had not rebounded or

Lf another and more long-term stock
market correction lies ahead, the im-

pact on the insurance industry would
be mjnimal for a couple reasons.

One is that the industry has a rela-
Lively small equities exposure, ana-
[ysts said.

At year-end 1996, the insurance in-
dusty's common stock holdings were
valued at about $104.2 billion, or
12.6% of its $825.28 billion of total as-
sets, according to the Insurance Infor-
mation Institute of New York. The in-

dust«s total surplus was $265.29 bil-
[ion, which means 39.3% of the sur-

plus was exposed to equities.
But, even if an insurer's surplus was

50% exposed to equities and the com-
pany's equities portfolio's perfor-
mance mirrored the Dow's Oct. 27 de-

cline, the net effect would have been a
3.5% hit to surplus, said Claude
Fongemie, vp of insurance research
and publications at Hartford, Conn.-
based Conning & Co., an insurance
asset management and reseamh firm.

Even a 20% stock market corree-

tion would translate into only an 8%
hit to the insurance industry's surplus,
Best's Mr. Simpson said. Such a cor-
rection would be "a non-event," espe-
cially considering the industry's gross
underwriting leverage ratio has fallen
25% over the past four years, he said.

That ratio measures the industry's
exposure to errors in pricing, liability
estimates and ce(led reinsurance esti-

mates. Falling ratios mean a declining
susceptibility to such errors.

The industry's investment strategy
has not always been as conservative,
however.

For example, in 1974, about 75% of
the industry's surplus was exposed to
equities, Mr. Fongemie noted.

The 1974 stock market correction

was one of the forces that precipitat-
ed the mid-1970s hard insurance mar-

ket, said Mr. Fongemie, noting that
the S&P 500 Index fell more than

20% for the year.
With dividends reinvested, the S&P

500 index fell 26.39% that year, ac-
cording to S&P.

The Oct. 27 correction does not

come close in significance for the in-
surance industry, according to Mr.
Fongemie. After the correction, the
Dow Jones Average still was up 11%
Eor the year, he pointed out.

The insurance industry had reduced
its s'plus' exposure to equities by the
time the stock market crashed in

1987.

However, by then, the tightest in-
surance market in history already was
well under way because of the indus-
tty's capacity problems.

Today, the insurance market is sig-
nificantly overcapitalized, which fur-
ther buffers it from instability in the
equities market, analysts agree.

Many analysts estimated that a
40% stock market plunge would have
to occurto gobble up the insurance in-
dustry's excess capital and end the in-
dusty's longest-ever soft market.

Such a stock market downturn

would erase about $41.68 billion of

the industry's equities holdings at
year-end 1996.

If the stock market remains flat for

the remainder of the year, and if sec-
ond-half income mirrors the first

half's, the industry's capital should
grow by about $35.36 billion, estimat-
ed Sean Mooney, a senior vp and
economist with the m in New York.

"So, to have a severe decline in cap-
ital, you would need a decline of at
least as big as the industry's income

for the year and a little more to pro-
vide the shock value to change the in-
surance market's psychology," Mr.
Mooney said.

But, that dire scenario is unlikely,
Conning's Mr. Fongemie asserted.
"Logic would tell you the Fed would
step in to inject liquidity into the sys-
tem as it did in 1987 and stop the
drop-off."

Mr. Fongemie said the Federal Re-
serve, as it did a decade ago, likely
would purchase Treasury securities
from institutional investors. Under

that strategy, the investors would
then have more capital and their rein-
vestment strategy could trigger broad
new reinvestment in equities.

Another reason a steep drop in the
stock market should not significantly
hurt insurers is that fixed securities

account for a major portion of most
insurers' investment portfolios. Those
securities increased in value when the

bond market rallied in response to the
stock market's fall.

"Therefore, the movement in bonds
most likely offset the drop in stock
values," said Gloria Vogel, senior vp
with Advest Inc. in New York.

Among individual companies,
though, the exposure of surplus to eq-
uities can vary widely.

For example, assets representing
more than 100% of the surplus of the
property/casualty insurance opera-
tions of Cincinnati Financial Corp. of
Fairfield, Ohio, are exposed to equi-
ties. Of the insurance operations'
$5.17 billion of total assets on Sept.
30, the value of its common and pre-
ferred stocks represented $2.9 billion.
The insurance company's surplus to-
taled $2.3 billion.

Still, Cincinnati Financial is found
on the Ward's 50 Benchmark list, the
50 insurers that Cincinnati-based in-

surer management consultant Ward
Financial Group says best balance
solvency and financial performance
(BI, Aug. 25).

Ted Elchynski, chief financial oii-
cer for Cincinnati Financial, ex-
plained that the company is comfort-
able with its investment strategy,
which is designed to generate appre-
ciation as well as income.

"It's been so successful that it's built

up a great deal of unrealized appreci-
ation," he said. About $1.19 billion, or
41%, of the insurance operations' eq-
uities holding represents unrealized
appreciation, Mr. Elchynski said.

He also noted that the company
holds large stakes in relatively few
companies-about 25 to 30-that his-
torically are strong performers.

Insurers in court-ordered liquida-
tion have even less exposure to equi-
ties, liquidators said.

Liquidators quickly try to convert:
insolvent insurers' equities holdings
into fixed securities and match those

securities' maturity dates to the time
they need money, explained Karl Ru-
binstein, a partner at Rubinstein &
Perry P.C. in Ins Angeles. Mr. Rubin-
stein represents California regulators
in insurer rehabilitations and liquida-
tions.

As with active insurers, the value of
insolvent insurers' fixed securities

may rise in the short term as equities
investors flee to the fixed income mar-

ket, said Peter Gallanis, special
deputy receiver for the Illinois Insur-
ance Department in Chicago.

"But, since most receivers don't re-
ally play the bond market-they real-
ly buy and hold-any gains we might
get as a result of a downswing in the
equities market are gains we never re-
ally realize, because we don't dump
our bonds at a high point and then try
to get back in," he said.

Insurers in voluntary runoff, in-
cluding CIGNA Corp.'s runoff facility
and International Insurance Co.,
which is running off the business of
former Xerox Corp. insurance units,
have no equities holdings, representa-
tives said.

While a market turn is not expected
in the wake of the stock market's up-

heaval, there may be some changes in
how insurer mergers and acquisitions
are structured, analysts said.

But, "For those buyers who are
buying for strategic purposes, I don't
la'low that a deal will go kaput be-
cause the price changes," Ms. Vogel
said.

S&P's Mr. Levin agreed. A volatile
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stock market would not necessarily
change the "strategic value" of a deal,
he said. So, a seller may not be willing
to renegotiate a deal, even if the per
share value of its property has fallen

But, only some sellers-those with
little of their authorized shares held

by the public--can strongly argue
that point, said John L. Ward, chair-

C apital
P rotection

man of Ward Financial. When 20% or

less of a company's stock is in the

public's hands, "it's tough to know
what the stock's worth, so the market
trades it more conservatively," Mr.
Wa:rd said.

Mark A. Hofmann in Washington
contributed to this report.
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1"he Professional Marketplace
RATES AND CLOSING TIME:

Rates: Display classf,ed ts $171 00 per column inch, minimum Ofone inch Straight class:jied Closing: Published every Monday Copy must be in typewnttenform by 5 00 Tuesday, 6 days
is $15 50 per hne, minimum of 5 1,nes Count 34 characters per line (include each space and- preceding pubhshing date. No verbal phone copy accepted Most malor credit cards accepted
punctuation as a character) Additional $25 00 chargefor all blind box ads Only those responses Mail ads to Cheryl Adeszko, Class,jied Advertising, 740 N Rush St, Chicago, IL 60611
which-lit into a business size envelope will beforwarded Responses arefonuarded daily. For more m>rmation call 312-649-5340, FAX 312-649-7937, or e-mail cadeszko@crain com

HELP WANTED HELP WANTED HELP WANTED REQUEST FOR INFORMATION HELP WANTED FOR SALE

-J

SALES POSITION MEDICAL SALES PRO PROGRAM ADMINISTRATOR 1 UNITED STATESPartners Wanted For a 1998 AVAILABLE FOR SALE

PENCO, a program broker and the leading 7-/ POSTAL SERVICE.. Multi-State Property and Casualty Pro-
writer of public entity P&C Insurance pro- Leading firm expanding, seeking partner Financially sound, supenot mted comet seeks
grams has an opportunity for an exper,- sales reps. throughout USA for Medical expenenced Progtom Administrotor to (teate, 1 The United States Postal Service ' Rate Card Call gram $1,000,000 in annual premiums

1 800-645-5820

enced territory Sales Manager, based m Re-Pricing-Neg Non conflicting lines OK
KS, to call on agents and prospects Are you presently calling on TPA's, INS develop and manage PX[ oflimty/gmup/ek 1 (USPS) ts issuing a Request for Infor-
throughout KS and NE Co's, Self Funded Groups, Reinsurance progmms m the Mid·Alonk Stiles mation (RFI) to all industry software 312-649-5340 REQUEST FOR PROPOSALS
Send confidential resume to PENCO, Co's Successful expetlence m Als area o must abng ' providers to investiGate the benefits
Attn Mr R B Wright, P O Box 6007, Wor- Call Norman (972)732-0981 from going with a Medical/Injury 17

thington, OH 43085-6007 Fax Resume (972)732-0982 with college deg ee, advanced degree and/or F Compensation Case Management
pmfessiond designoion pmfetted REQUEST FOR PROPOSALS

EXECUTIVE DIRECTOR
commercial-off-the-shelf (COTS) soft- 1

State Office of R,sk Management Amodlve, ground flooloppoltunity to glow willl ware product HELP WANTED Benefit Consulting to Advise  
The University of Texas System

LEGAL NOTICE
State Office of Risk Mgmt seeks experi- Pro{1105sive mangement Reply m confidence to For more Inkrmation,

W enced professional to administer the State Bugness Insumnce, Box 3053, 140 Notth Rush please go to the USPS Web site at
Employee Group Insurance

of Texas' risk mgmt/workers' compensa- Stmet, 01(ogo, 1[ 606112590
The University of Texas System is solicit-

Imp./An¥w usps gov/busctr/welcome him
tion programs Thus ts an exciting new po- COMMISSIONER OF INSURANCE & ing proposals for benefit consulting ser- 1 ,

sition with responsibilities to - SECURITIES - DISTRICT OF COLUMBIA vices to advise on the medical and dental J

NOTICE OF MEETING OF
plans offered to employees and retirees

• develop creative programs to reduce 5 '
SCHEME CREDITORS

1 (Pop 600,000) Salary open DOQ Rpts to of the University of Texas System The 
loss exposures NSURANCE | Mayor. through City Admin,& oversees 80 University of Texas System Is comprised i

IN THE HIGH COURT OF JUSTICE • manage the State's self-insured workers'  staff & a budg of almost $5 7 mil The Ins of nine academic components and six 1 '
CHANCERY DIVISION comp program Serves as Insurance Contract Manager for the NYC Dept of 

• direct a staff of 100+ ./
Bur is resp for exam of ins companies, medical components The University's
collect of taxes, fees & penalties, gen de- health plan covers over 62,000 employ-

No 005081 of 1997 Design and Construction Reviews agency insurance I
•interact with other state agencies contracts to determine appropnate limits. cmvelops insurance I posits of ins companies, and Ic & reg of ees and 8,000 retirees Organizations

IN THE MATTER OF • provide testimony to the legislature specifications, determines types of Insurance required,  rating orgs The Sec Bureau ts resp for lic who are interested m receiving a Request
FREMONT INSURANCE COMPANY (UK) Professional Requirements· * evaluates alternate insurance methods and maintains I agents & broker-dealers, reg of invstmt for Proposal should respond to

+ database of current contractors' insurance policies Prefer candi- 
LIMITED • Bachelor's degree in a closely related ** date with a safety/loss control background including preparation 

firms & advisors, reg of sec ofierings & ex Employee Group Insurance

field 0 Of loss reports Requires a master's degree m . empt filings, reg rule-making & inspect, The University of Texas System

(IN PROVISIONAL UQUIDATION) • 10 years progressively responsible mgmt * economics, finance or a related field and at least -2 yrs of I conducting invstg, & estab & implement 702 Colorado Street, Suite 6 600

and relevant experience Requires NYO residency. excellent  ing an enforcement prog Desire BA/BS & Austin, Texas 78701

IN THE MATTER experience §* communications skills and PC knowledge  exp that provide the bckgrnd to perform (512) 499 - 4616

OF THE COMPANIES ACT 1985 Prefer: * Submt tworesurnes, a cover letter. and salary requirements to  the duties of the pos, ind both reg & (512) 499 4620 Fax

• experience In risk mgmt or insurance mgmt exp Both pub & priv sector exP Request for proposals will be issued on 
NOTICE IS HEREBY GIVEN that, by an Or- , ARM/CPCU Tracy Y Smith, Recruitment Coordinator, will qualify DC residency willbe required or about November 3, 1997 Responses
der dated 24th October 1997 made in the • knowledge of budget and appropria-

DOC, Attn. ICM, Send res by 12/1/97 to NORMAN ROBERTS will be due 30 days after the Issuance of
above matters, the Court has directed that 30-30 Thomson Ave, 4th Fl,

tions process L 1.C, NY 11101
& ASSOCIATES, INC , 1800 Century Park the RFP

a meeting (the "Meeting") be convened Salary $70,000-80,000/annually with full /
East, #430, Los Angeles, CA 30067 1507 1

of the Scheme Creditors (as defined in the Fax (718) 391-1608 FAX to (310)552-1113 AA/EEO/ADA All -r
scheme of arrangement hereinafter men-

State benefits For additional information applicants will receive consideration for

tioned) of the above-named company
and/or application call Gail McAtee, State

„ Office of Risk Mgmt, (512)936- 1501 Ap-
employ wlo regard to race, creed, color,

(hereinafter called the "Company ) for ; sex. age or national origin Business
the purpose of considering and, if Phcations may be picked up in person at
thought fit, approving (wrth or without Office of the Attorney General

Insumnce
modification) a scheme of arrangement Human Resources Division

proposed to be made between the Com- 300 West 15th, 2nd Floor

pany and the Scheme Creditors (the P 0 Box 12548
- Circulaton Breakdown

"Scheme of Arrangement") and that the Austin, Texas 78711

Meeting will be held at the Chartered In-
WANT YOUR Commemia/Consumers

surance Institute, 20 Aldermanbury, Lon- LEGAL NOTICE
don EC2V 7HY, United Kingdom on Mon-
day 15th December 1997 commencing at

CLASSIFIED AD TO Administrative:

1100 am at which place and time all such
IN THE SUPREME COURT OF CEO's, Pmsideds,and Ownem, 2499

Scheme Creditors are requested to attend BERMUDA COMPANIES (WINDING UP) Vice Presidents, Genetal Managers and
either in person or by proxy 1992 No 282

---[1 1 OtherAdministtallve Personnel 4,696
The Scheme Creditors may vote m person IN THE MATTER OF THE
at the Meeting or they may appoint an- COMPANIES ACT 1981
other person, whether a Scheme Creditor

Financial:

or not, as their proxy to attend and vote
-and-

IN THE MATTER OF LONDON UNITED I c /69 11\Z/1
an their place

Fr' Chief Financial Omfers and Vice Presidents

REINSURANCE COMPANY (BERMUDA)
Each Scheme Creditor or his proxy will be U

-/- --' 1 4---- -
of Finance 3,084

required to register his attendance at the
LTD

Secretanes, Treasurets, contmllers and

Meeting prior to its commencement Reg- NOTICE OF INTENTION
other Financial Pemonnel 1028

Istration will commence at 10 00 am on TO DEClARE DIVIDEND
the day of the Meeting For this purpose a

RisWEmployee Benefits:
Registration Form is available which the TAKE NOTICE THAT a first interim dividend OFF THE PAGEI Vice PfesidentS, Directors, Managets, md other
Scheme Creditor or his proxy, If they in- is intended to be declared by the Joint related department pemonnelof Insumnw, nsk
tend to be present, should complete and Liquidators of the above Company
bring along to the Meeting All creditors who have failed to submit a

employee benefils, pemonnel, compensatjon,

By the said Order, the Court has appoint- claim form on or before 21st November, Then Add Spot ColorToYour Recruitment Advertisement pension, saf*, secun,Industnal relabons,
ed Philip John Singer, onethe Company's 1997 (the finalfiling deadlineestablished
Joint Provisional Liquidators or failing him by order of the Supreme Court of Bermu-

human msources and employee

Christopher John Hughes, the second da on 23rd October, 1997) will be exclud- Call (312) 649 - 5340 For Details. labor relations 15,387

Joint Provisional Liquidator, to act as ed from the first interim dividend
Chairman of the Meeting and has direct- Sublotal 28,694The Joint Liquidators of the above-named 
ed the Chairman to report the result of Company have obtained an Order from
the Meeting to the Court

305Assoaatons

the Supreme Court of Bermuda ('the
A copy of the text of the Scheme of Ar- Court') affecting all creditors havang prov-

Government, Unions and

rangement and a copy of the Explanatory able claims, including future, unliquidat- Educatonal Insmuttons 1,046

Statement required to be furnished pur- ed and contingent claims, against the
suant to Section 426 of the Companies Act above-named Company, which ts In corn- Commercial Consumers
1985 and the Form of Proxy and Registra- pulsory liquidation By the terms of the Sublotal 30,045
tion Formforuseatthe Meetingareavail- said Order, all creditors are required to
able from the offices of Coopers & Ly- lodge with the Joint Liquidators on or be- Insumnce Agents and Brokers 8,462

brand, Plumtree Court London EC4A 4HT, fore 21st November, 1997 duly completed Insumnce Companies 7,336
United Kingdom (Ref PJS/KDG) Claim Forms m respect of any and all of
To be valid, the Form of Proxy must be their claims If the Joint LIquidators do not

Accounnts, Actuanes,

lodged with the Joint Provisional Liquida- receive such a completed Claim Form from Attorneys & Consubnts 2,823

ton of the Company at Plumtree Court, a creditor on or before the said date (or
London EC4A 4HT, United Kingdom (ref prior to the distribution mentioned be-
PJS/KDG) not later than Spm on Friday low), that creditor, m respect of any & Health Care Providers 1,648

12th December 1997 but af not so lodged amount not proved, mil not be admitted
must be handed to the Chairman immed,- to rank for, or be entitled to receive divl-
ately before the commencement of the dends declared and paid for by the Joint

feon--the/W,b
Adiustefs, Appmisem, TPA's, Capave Managers

Omets Alled tothe field 915

Total Qualified 51,229
Meeting Liquidators m accordance with the Order

The Scheme of Arrangement will be sub-
of the Court Forms of Claim Form have Non-qualifteWPaid Subscnption 31

ject to the subsequent sanction of the
been dispatched to all known creditors Single Copy Sales 2

Any creditor who has not received a form
Court

Dated this 24th day of October 1997
of Claim Form should contact the Joint

Liquidators in writing at the address Business-In,nlinel
TOTAL CIRCULATION . 51,262

Clifford Chance shown below * Soume Bus/ness,Occupabonal
200 Aldersgate Street 24th October, 1997
London EClA 4JJ

breakdown of qualmedc#mulabon,
Peter C B Mitchell

United Kingdom
(Ref RG/DJS) Joint Liquidator

May 26,1997 Issue,as

Coopers & Lybrand
Solicitors for Fremont Insurance Company PO Box HM1171 www.businessinsurance.com submmedtoBPAtor June 1997

(UK) Limited acting by its Joint Provisional Hamilton HM EX
BPAPublishefs Smlemem

Liquidators Berrnuda
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Catastrophe bondsCaptives, RRGs
holding steady

weather market storm
By RODD ZOLKOS cent market volatility is that it term predictability is relatively

Conservative investments unshaken underscores the value of catastro- constant," Mr Kaiser said it's not
The recent volatility in the phe-linked securities as an asset yet clear whether the performance

world's stock markets has several uncorrelated with others in an in- of catastrophe-linked Securities
By MARK A. HOFMANN the groups do have a small potential positive and negative vestor's portfolio, Mr Lane point- will correlate with other asset

portion of their investments in implications for efforts to securi- ed out classes in the current volatile at-

Last week's stock market stock, the market's still up for tize risk "One of the arguments for an mosphere, because there isn't a
turbulence sent few ripples the year," said Len Crouse, di- "I think there are two implica- investment manager to buy these critical mass of natural hazard se-
through the alternative risk fi- rector of captive insurance for tions, one good, one bad," said assets is that they are not a corre- curities in the market to gauge
nancing world Verrnont Morton N Lane, president of lated asset with whatever else is how they will perform

The equity market turmoil "It's not an issue," Mr Sedgwick Lane Financial LLC going on in the world," Mr Lane "But the point that investors
did not faze most alternative Crouse added in Chicago said need to understand about insur-
i isk financing vehicles In fact Mr Harkavy said the turbu- .First and foremost, there's a While recent activities in the ance-linked securities lS that the
the resultant boost in bond lence could have had an im- Japanese earthquake bond issue Hong Kong stock market might risk is relatively constant," Mr
prices, even if temporary, may pact on some single-owner that's about to close, and the ex- have had an impact on investors' Kaiser said
have helped some risk reten- captives, given that their par- tent to which that looks attractive bond holdings as well, "anybody One other possible implication
tion groups and captives, ex- ent companies control the in- against higher Mr Kawamoto

perts point out vestments yield or emerging sees regards the
Risk retention groups, par- The assistant treasurer re- market bonds may integrated risk

ticularly those with shorter- sponsible for risk management change if (higher 'The point that investors need to approaches
tail exposures, are pretty darn of the parent company of a yield) markets some insurers

conservative investors If any- single-owner captive said that back up," Mr understand about insurance-linked are promoting,
thing, assuming that they were in the case of his captive, the Lane said which embed

in bonds, perversely it might market turmoil had no effect Yields on catas- securities is that the risk is relatively such risks as

have increased them a little for "It didn't have any effect on trophe bonds constant,' says Andrew J. Kaiser. currency risk in
a little while But I really don't our captive, either in how we brought to market a larger insur-
think it had that much effect," manage it or how we invest," this year have ance contract

said Jon Harkavy, vp and gen- said John Spies, assistant trea- proved attractive covering more
eral counsel in the Arlington, surer of Harnischfeger Indus- to investors com- traditional in-

Va , office of U S Risk Ser- tries Inc, a St Francis, Wis - pared with other opportunities that owned any of the insurance sured risks
rices Inc, a Sarasota, Fla - based mining, materials han- "As long as spreads remain securitization would have seen no The recent market events and

based alternative insurance dling and paper machinery meaningful to investors-the negative effect on the value of the pounding some Asian curren-
market administrator equipment manufacturer USAA transaction the spread was those investments," Mr Lane cies are taking "would certainly

"Group captives, I would He said Harmschfeger's Ver- very rich and it was oversub- said "What better illustration give underwriters pause as to how
suggest, are similar in many mont-domiciled captive, In- scribed-as long as spreads are could you get?" they price that (currency) risk,"
ways to risk retention dustries Insurance Inc , invests worthy of lumping in, I don't see But Mr Kaiser was cautious of Mr Kawamoto said

groups-pretty conservative," mostly in commercial paper the volatility of the past couple overstating the possibility that "The other thing lS what about
he added and some government securi- days impacting that," said Brian catastrophe risk's attraction as a the volatility's relation to risk in

The chief capsive regulator ties "There was no impact," W Kawamoto, managing director portfolio volatility damper would general?" Mr Kawamoto asked
cf the nation's largest captive he said at Aon Worldwide Resources in make it even more appealing to Many companies have been
comicile agreed that the im- Mr Harkavy said "I think San Francisco investors in the present market looking for ways to lay off emerg-
pact from the fluctuations ap- the more interesting specula- Andrew J Kaiser, a vp at Gold- climate ing market credit exposures, he
peared to be minimal tion is what effect lt will have man Sachs & Co in New York, "If emerging market debt noted, and the recent volatility in

"Eighty percent of our cap- on the insurance market gen- noted that yield spreads for class- spreads double that could lin- the Asian markets and the col-
tives are pure captives The erally If you don't have in- es such as emerging market debt pact insurance-linked securities," lapse of some Asian currencies
only concern we would have, if vestment income, the market have widened recently, however, he said might make it necessary to revisit
any, is with our group cap- hardens " in part because of the recent And he noted, "In many volatile some of those efforts
tives We have restrictions on "But if you take a look at it volatility, but also because of the markets, many instruments that "I think big blue-chip compa-
investments in stocks at 10%, even two days ago, the market perception of an increased risk of have very little correlation in nies in the good times are looking
and most of them don't even was still 16% ahead of where defaults, even though it's not yet terms of expected loss do tend to at a number of things that may
have that It's just not a big is- it was a year ago," Mr clear whether that risk actually perform in somewhat of a corre- enable them to soften the blow of
sue with our group captives If Harkavy said exists lated basis " an adverse event," Mr Kawamoto

A positive implication of the re- While with cat risk "the long- said

Reinsurer portfolios escape volatility
By DOUGLAS McLEOD have changed anybody's capital med when we made the (invest- prices "would probably be looked going to put some pressure on

structure," said Steven Bolland, ment) decision, and (they) would at as a healthy sign, to sop up companies, because some of those
NEW YORK-The wobbling senior vp with Intermediary Gill not change our thinking," she some of that excess surplus," Mr unrealized gains have supported

stock market lS unlikely to have & Roeser Inc m New York said Shamberger said some of their underpricing," he
much impact on reinsurers or Fortunately, it's happening In fact, cash-rich reinsurance Things have changed since the said
their products, Industry observers mid-quarter, and hopefully, companies, such as the giant 1987 stock market crash, with in- Meanwhile, the market swings
say things will have settled down by Berkshire Hathaway Insurance surers and reinsurers now subject have had virtually no impact on

Reinsurance companies general- the end of the quarter," he added Group, for example, might see a to greater rating agency scrutiny financial reinsurance products,
ly do not have large stock hold- "If it had happened at the end of falling market as an opportunity and to risk-based capital rules observers agree
ings, the industry is awash in cap- September, things might have to add to their stock portfolios, that restrain Investments in Pricing of these products is typ-
ital, and financial reinsurance volatile instruments, pointed out ically pegged in part to invest-
products-whose pricing often lS Joanne Stone Mornssey, president ment returns on U S Treasury se-
pegged to U S Treasury securi- and chief executive officer of curities or on the London Inter-

ties-are largely unaffected, ob- 'Even if you had a 10% market correction, Firemark Group Inc in Morris- bank Offered Rate While the
servers say town, N J stock slide created ripple effects

The biggest potential impact, it's not going to hurt. It's going to be like a "Even if you had a 10% market in the treasury market, those
some in the market say, is that fu- sprained ankle, not a broken bone,' says correction, it's not going to hurt changes aren't affecting reinsur-
ture merger and acq .lisition deals It's going to be like a sprained an- ance pricing
might be less reliant on stock lf Joanne Stone Morrissey. kle, not a broken bone," Ms Mor- "Interest rates are gyrating but
the market continues to drift rissey said within a very narrow range," Mr
downward Still, more bad news from Wall Bolland noted

"Ho-hum, " Willis T King Jr, Street could lead to changes in the About the only potential impact
vice chairman of intermediary reinsurance market, some indus- from the stock market decline
Guy Carpenter & Co Inc, re- been a little more exciting observers say try observers say may be on future merger and ac-
marked last Wednesday after the Volatility at the end of a quarter High levels of capitalization are "It's a little bit of a wake-up quisition deals, observers agreed
market had dropped approxi- lS a bad thing " cushioning reinsurers against any call to the marketplace," said A volatile stock market could
mately 554 points and then re- Some reinsurers have larger damage from drdps like last Raymond A Dowling, vp with the make it more difficult to complete
bounded about 337 points the stock holdings than others, but week's Even excluding Berkshire integrated reinsurance and risk stock-based acquisitions, Mr
next day few are expected to change their Hathaway, the largest U S rein- management unit of Towers Per- Dowling said

"It would have sotered people" investment strategies in response Surers are writing at a net premi- rin in New York "If there is a lot of uncertainty
if the market had continued an to last week's market gyrations um-to-surplus ratio of at most 1- Reinsurers' surplus growth- about where the market is going,
uninterrupted downward trend, General Re Corp , for example, to-1, pointed out James Sham- and by extension their willingness that currency-using your own
"but a 7% drop, or whatever it is not planning to alter its strate- berger, senior vp with the Rein- to compete for business-has been stock (to make acquisitions)-is
was-no big deal," according to gy of maintaining a larger than surance Assn of America in fueled by realized and unrealized going to be more difficult to sell,"
Mr Pang average stock portfolio, a Washington Including Berkshire market gains, Mr Dowling point- he explained

"

Reinsurers are not heavily in- spokeswoman said Hathaway, the ratio drops to ed out "It could be an issue in the mar-
vested in equities as a general "Fluctuations like these are not about 0 6-to-1, he said If there were a market correc- ket going forward, certainly," Mr
rule I wouldn't think this would out of the realm of what we imag- Given this, a decline in stock tion that stuck, "obviously that's Bolland agreed
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401 (k)
Continued from page 1

Among 40 major 401(k) plans
that Hewitt Associates L.L.C. ad-

ministers, roughly one-fifth of 1%
of plan assets were moved early
last week.

At Kemper Insurance Cos.,
about 1 % of its employees' 401(k)
plan assets changed accounts. "It
was more than a usual day but not
dramatically so," said Sally
Bullen, Kemper's vp of human re-
scurces in Long Grove, Ill.

Just as striking as the relatively
small amount of money trans-
ferred-amid the tremendous mar-

ket volatility-was how few plan
participants moved funds out of
equities.

While there was a shift out of

equities Monday morning and into
more secure investments, such as
money market, guaranteed invest-

ment contacts and bond funds, the
tide began to turn Monday after-
noon in favor of equities.

By the time 401(k) plan transfer
activity returned to normal levels
on Wednesday, employees' invest-
ments in equity funds was about
the same as when the week began.

"The net effect was virtually a
wash," said Tom Flint, Hewitt As-
sociates' head of participant ser-
vices in Lincolnshire, Ill.

Asset transfers in and out of eq-
uities was even or very close to
even, said a spokeswoman for
TIAA-CREF, the largest provider
of 403(b) plans-non-profit orga-
nizations' equivalent to 401(k)
plans-to educational institutions.

Even as the market was plung-
ing Monday, plan participants re-
mained calm.

"It was basically a non-event,"
said Robert Cornett, vp-human re-
sources at UNUM Corp. in Port-
land, Maine. "We expected and

anticipated calls, but they never
came," Mr, Cornett added.

Far from reacting with hysteria,
some employees instead saw Mon-
day's stock market crash as an op-

participants tried to shit money
into equities after the market shut
down Monday afternoon at 3:30, a
half-hour before the normal mar-

ket close, thinking they could buy

'Employees are understanding long-term
trends and are not spending so much
time thinking about short-term events,'
says Tom Flint of Hewitt.

portunity to invest in equities at
their lower prices.

"One employee in his 50s told
me he wished he had more money
to invest in equities," said Douglas
Terp, director of personnel at Wa-
terville, Maine-based Colby Col-
lege, which offers a 403(b) plan.

In fact, some savvy 401(k) plan

in at the low.

That forced many plan adminis-
trators to alert plan participants-
through thousands of calls the fol-
lowing day-that any transaction
conducted after the market closed

Monday would not be mE de until
Tuesday's closing.

The relative calm and low trad-

Corporate buyers
are a

keystroke awa,
Bl's Directories of Corporate Buyers of insurance, Benefit Plans and Risk Management Services, are published
in two editions - U.S.-based buyers and buyers based outside the United States. And now, both are available in
electronic editions for IBM-PC and compatible c6mputer users.

Now, you can print your own labels or reports in a variety of formats with the touch of a key.

The BID U.S. Software and Non-U.S. Software are self-contained programs ... load it in and put it to work.
Each alphabetical listing includes:

• company name, address, telephone and fax
• nature of business

m company size in assets or sales
• number of employees
• corporate buying influentials by name, title and area of responsibility.

The BID Software

m puts corporate buying influentials from U.S.-based companies or from companies outside the U.S. at your fingertips
I puts the facts and figures you need easily at hand
• lets you search by company name; geographic location - including city, state or zip code; country; or by company

size - by range in assets, sales or number of employees; or indiviual's name, title or area of responsibility.
• lets you prepare mailing labels or hard copy reports with just a keystroke.

To install the BID Software-U.S. Edition you need:
I an IBM-PC or 100% compatible computer
• 3.5" high-density floppy
• 20MB of free hard disk space
• 8MB RAM

• Windows version 3.1 or above

To install the BID Software-Non-U.S. Edition you need:
• an IBM-PC or 100% compatible computer
i 3.5" high-density floppy
I 7MB of free hard disk space
• 512K RAM

I DOS version 3.3 or above

To order the 1997/98 BID Software forthe Business insurance Directory of U.S.-Based Corporate Buyers at $595,
orforthe Directory of Corporate Buyers Based Outside the U.S. at $595, or to buy both editions at only $995, simply
complete the form below and mail to: Dorothy Wood, BID Software

Business Insurance

965 East Jefferson Avenue, Detroit, MI 48207

Or, fax your order to: Dorothy Wood, BID Software, 313-446-6782

YES, I'd like to order BID Software: O U.S. Edition O Non-U.S. Edition

Residents of the following states are required to pay corresponding sales tax:
CA ... 71/4% IL .. 8% MI ... 6% NY ... 4% NYC ... 81/4% OH . 544%

Enclosed is a check for $ payable to Business /nsurance,

or charge my: O VISA O AmEx O MasterCard O Discover

Account #

Name

Title

Company

Address

City

Phone ( 1

Expiration Date:

State Zip

Fax (- )

O Both U.S. & Non-U.S. Editions

1997/98

ORDER

FORM

1

Business
insumince®

ing activity of 401(k) plan partici-
pants contrasts sharply with the
last big market crash a decade
ago.

"There was a tremendous reac-

tion of people moving out of equi-
ties (in 1987). We did not see that
this time around," said Mr. Me-
Glone of Buck Consultants.

"I was heartened and gratified
by the showing that it will take a
fair amount to rattle 401(k) partic-
ipants," said James Klein, a prin-
cipal with Towers Perrin in New
York.

That change in employee behav-
ior, plan administrators and em-
ployers say, is the result of cam-
paigns to educate employees that
savings plan investments should
be held for long-term returns, and
that decisions on where to invest

funds should not be based on
short-term events.

"We have spent a lot of time ed-
ucating participants about the
way the investment markets

work," said Jim Sager, associate
director of pension investment ser-
vices with The Principal Financial
Group in Des Moines, Iowa.

"We have pointed out that sue-
cess in investments requires a
long-term point of view. We've en-
couraged people to disregard
short-term changes and focus on
the long term," Mr. Sager added.

"Employees are understanding
long-term trends and are not
spending so much time thinking
about short-term events," said He-
witt's Mr. Flint.

Still, some note that the staying
power of 401(k) plan participants
in equities and the effectiveness of
employers' investment education-
al campaigns may not have yet re-
ceived a true test.

"Today's 401(k) plan participant
has yet to experience a true bear
market when there is a steady,
sickening slide. . .eating away at

See 401(k) on next page
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401 (k) ministration of 401(k) plans and What made the difference, ac- timing of last week's market
other employee benefit plans cording to Ms Dybas and other volatility also was fortuitous

Call volumes during the peak service center executives, has Many had extra staff on board be- Defined
Continued from page 36 times-Monday afternoon and been the revolution in technology cause late October lS burner than
people's ability to stick" with Tuesday morning-were as much over the past few years that al- normal because of the high num-
their investments, said Mr Sager as four times higher than normal lows employees to conduct trans- ber of clients that have open en- benefit

Because of that potential, plan While processing calls made actions-such as checking ac- rollment periods for health care
sponsors need to do an even better things hectic, "It was nothing un- count balances and transferring plans at this time of year
lob of educating participants that manageable," said Cindy Dybas, savings plan funds from one in- Still, Monday turned out to be plans
stocks don't always go up and that director of client servicing at vestment option to another-by a "triple witching" day for ad-
there can be long periods of time Towers Perrin's benefit outsourc- pressing a few digits on a Touch- ministration centers due to open
when equities go-and stay- ing center in Philadelphia Tone phone enrollment periods, the frenzied still up
down, Mr Sager said 4,

We had no complaints from In fact, service center staffers activity on Wall Street and the
But what did receive a major clients that employees could not said anywhere between 70% and above-average volume of calls For defined benefit pension

test were the voice response and get through," said Margaret-Ann 90% of 401(k) plan-related calls that centers always receive on plans, last week's roller coast-
call center systems that service Cole, a principal with The last week were handled through Mondays, said Bob Byrne, manag- er stock market is largely a
providers have established in the Kwasha Lipton Group in Fort voice response systems ing principal at The Kwasha Lip- non-event

last few years to handle the ad- Lee, N J For administration centers, the ton Group Most pension plans now are
overfunded because of the

Oxford woes drag down HMO stocks multiyear surge in the value
of equities

In fact, a survey released
last week by benefit consul-

By ROBERT KAZEL al court in New York, seeking be viewed as being in distress due wide in Washington United tant Watson Wyatt World-
class-action status The litigants in part to compact profit margins, HealthCare Corp, Aetna, Well- wide found that at the end of

The recent volatility in HMO alleged that Oxford "concealed the investment in expensive new tech- Point Health Networks Inc and 1996, pension plans spon-
stocks, while hardly signaling an adverse impact of a computer crl- nology, lags m payment to some Blue Cross/Blue Shield plans sored by major industrial
emergency within the sector, may sis which arose from changes made providers and difficulty in recruit- are "struggling to swallow" acqul- companies were on average

be emblematic of problems m the m the company's computer system ing members m "tapped" markets sitions made over the past 18 108% funded, while plans of-
managed care industry that might in September of 1996" and misled The real Wall Street story for months, he said fered by large service compa-
give buyers pause when shopping them with regard to accounts re- HMOs lS not what happened on Large managed care companies nies were 113% funded

for a health plan, benefit experts ceivable, membership and enroll- "Bloody Monday" but the dol- have grown significantly in recent Those healthy funding lev-
say ment information drums the Industry's stocks have months through acquisitions, but els were before this year's

A glimpse of such behind-the- Oxford executives did not return found themselves in for several lack the additional claims manage- surge, in which the value of
scenes trouble came Oct 27, when telephone calls months, said Richard Hamer, di- ment expertise to satisfy greater the Dow Jones Industrial Av-
HMO stocks lost value at a rate Managed care market observers rector of Minneapolis-based Inter- numbers of plan sponsors, said erage-until last week's de-
faster than the general stock mar- said the announcement by Ox- Study, a managed care research David Ives, president of Salem, cline-had nsen by more than
ket ford-which had been widely firm Profits are down across the Mass -based North Shore Interna- 20%

The HMO component of the BI viewed as a model, steady profit board, while medical expense ra- tional Insurance Service, a claims .

Most pension plans have
Industry Stock Report plunged producer-led to a brief loss of tios are up, he said management and consulting firm earned more than their fund-

18 37% last Monday, while the confidence m all HMOs by m- "The event on Monday does not "They grow and add lives without ing assumptions," said Philip
Dow Jones Industrial average lost vestors Many HMO stocks began really portend much as far as the making the critical adlustments to Schneider, director of Watson
7 2%, or 554 26 points to regain value as early as a day af- long-term performance of HMOs, the infrastructure of staff and Wyatt Investment Consulting

Norwalk, Conn -based Oxford ter the crash, however, though he said "Oxford's announcement computers," he said "Even the m Chicago
Health Plans was widely seen as most remained down at the end of was bad luck in its timing and cre- best personnel can be over- "In my experience, defined
the culprit dragging down the last week compared with the pre- ated downward momentum for all whelmed " benefit plans are much
overall managed care sector vious Friday close HMO stocks " Minneapolis-based United healthier mainly because of

Oxford's announcement that ac- Ken Jacobsen, senior vp, nation- However, if managed care com- HealthCare Corp, which lost the long run-up in the stock
counts receivable were not being al health practice leader for The panies, such as Oxford and the 16 6% of its stock value last Mon- market Because they are
collected on time and its prediction Segal Co in Atlanta, called last managed care units of Aetna Inc day, "has moved beyond integra- long-term financial endeav-
of a third-quarter loss coincided week's HMO stock drop a correc- and CIGNA Corp , continue to tion issues" and does not see the ors, pension plans can ride
with the general marketwide sell- tion of a "market inflated by have disappointing results beyond stock loss as an important long- out storms quite well," added
off overzealous investors " the third quarter of this year, "it term event, said Bernard McDon- Raymond Sharpe, a principal

Oxford saw its stocc price plum- Although problems unique to should raise some concerns about agh, vp of investor relations Unlt- and consulting actuary with
met 62 55% on Monday to $25 88 Oxford accounted for ltS plight, how much they can grow and ex- ed Healthcare stock rose nearly Buck Consultants Inc in Se-

per share from $68 75 the previous market observers note that related pand," said Rich Stover, a princi- 11% in value the day after the caucus, N J
close, making it the leadmg declm- concerns exist for many managed pal for Buck Consultants Inc in crash If the stock market falls

er in the BI Industry Stock Report care plans Secaucus, N J Although HMOs generally ex- again and the economy fal-
By Friday, Oxford stock had The littery stock market for Most managed care stocks have pect to raise rates an average of ters, the Pension Benefit
climbed to only $25 81 per share HMOs can be seen as a reflection reported depressed results in the 6% this year, in other areas they Guaranty Corp is in its best

Oxford had predicted a third- of an Increased need to appease past few months Aetna Inc said it are losing control over their des- financial shape to handle any
quarter loss of between $0 83 and shareholders coupled with few av- would post a $75 million to $105 tiny, observers say increase in terminations of

$0 88 per share, citing disappoint- enues for gaining additional rev- million aftertax charge to boost HMOs are losing their ability to underfunded pension plans
mg revenues, higher costs and hav- enues, said Bob Braddlck, a princi- HMO medical claims reserves and control their costs, for example, by compames that fall
mg fewer plan members than lt pal at William M Mercer Inc in would report earnings of 95 cents they have a limited degree of sue- The PBGC, funded by pre-
had believed It predicted fourth- New York "All these organiza- to $1 10 per share, rather than an- cess from utilization management miums paid by employers
quarter net income though, of tions are seeing increasing pres- alysts' estimated $1 31 (BI, Oct 6) programs, according to Watson with defined benefit plans,
$0 05 to $0 27 sure on profitability," he said Some market observers suggest- Wyatt's Mr Hopkins In addition, had a surplus of $869 million

Investment firms downgraded "There's a massive stream (of rev- ed HMOs are going through grow- employees now are demanding ac- in 1996 in its single-employer
Oxford's ratings in response, and enue) that's not sufficient to cover mg pains cess and choice more than ever, insurance program, a sharp
other HMOs were dragged down m the cost" Stock gyrations should be seen causing doctor pools to be virtual- turnaround from 1987, when
the process Insisting that the experience of as gastrointestinal troubles of ly Identical from HMO to HMO it was laboring under a $1 5

The day after the s:ock crash, a Oxford "is probably something health plans trying to digest other The result is cookie-cutter plans, billion deficit

group of Oxford shareholders filed that should be put aside," Mr plans, said Mark Hopkins, practice he said, that don't offer the em- -By Jerry Getsel
suit against the company in feder- Braddick said that all HMOs can leader for Watson Wyatt World- ployee anything special

Redskins' jurisdiction move no touchdown even after the policy expired,"
said Doug Simpson, counsel for
The Hartford

Federal appeals court rules retrospectively rated policies can be increased
He added that as there are few

decisions on this topic, insurers
can use this one to resolve future

By MICHAEL PRINCE spective rating clause that allowed premium to reflect the higher ben- "Here, Hartford accounted for a disputes with pohcyholders
the premium to be adjusted until efit levels in Washington, the in- large, legally mandated, rise in But an attorney for the team

WASHINGTON-Policyholders three years after it expired The surer billed the Redskins $5 3 mil- benefit levels through an appro- said that because the insurer
with retrospectively rated workers policy used Virginia as the basis lion in additional premiums The priate adjustment to its premium agreed to use Virginia premium
compensation policies can have for calculating the initial premi- Redskins refused to pay, prompt- calculation, as the policy contem- rates in the policies, even after the
their premiums increased if em- ums ing The Hartford to sue plated," the opinion by Circuit ruling by the Washington court, it
ployees file claims in a lurisdiction But during the first year of the Before the appeals court, the Judge Stephen Williams said m cannot later change the policy
that offers higher benefits than pollcy, in 1989, mlured players Redskins argued that The Hart- reversing the district court opin- Also, because The Hartford repre-
anticipated under the original pol- filed claims in the District of ford couldn't increase premiums ion sented team management in the
icy, a federal appeals court has Columbia to receive the higher because of jurisdiction changes, as Lawyers for The Hartford said Washington case and lost, they
ruled benefits paid there compared to that could only be done if payroll the opinion properly upholds ltS "are using the loss to their own

The dispute arose over a three- Virginia Washington's courts up- or work classification changed right to charge premiums that re- benefit," said Barry Levine, a
year workers comp pollcy written held this choice, as the team The U S Circuit Court of Ap- fleet benefit levels partner with Dickstein Shapiro
by The Hartford Accident & In- played its games in the District of peals for the Distnct of Columbia, "This is a classic example of a Monn & Oshinsky in Washington
demnity Co, now known as The Columbia however, rejected this argument in case in which the experience esti- The case now returns to the dis-

Hartford Financial Services After that decision, The Hart- its Oct 28 opinion The appeals mated at the begmnlng of a three- trict court for a trial on damages,
Group Inc, covering players and ford reclassified the Redskins court upheld the insurer's right to year period turned out to be far where Mr Levine vows the insur-
coaches of the Washington Red- players and coaches as employees mcrease the premium and granted less than the law required, and er "wall not get a dime "
skins football team working in the District of summary judgment on the issue of this justifies the company's right The team also plans to file a mo-

The policy contained a retro- Columbia After recalculating the habillty in favor of the insurer to apply the proper rating factors tion to reargue the decision
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Memo gust said that all property/casual- tained throughout the country, he through regional processing cen- Voort
ty business placed with Chubb said ters, my job is to say 'Aye, aye, Several risk managers say they

Corp would be handled by the By placing business through re- sir,' " Mr O'Hare said are reaping benefits from consoli-
Continued from page 1 broker's regional Global Broking gional centers, brokers reduce Mr Lange of Microsoft empha- dation
about," he said Centers (BI, Oct 13) The broker their own costs and insurers are sized that the J&H Marsh & "I'm gaining from lt I haven't

"We would be glad to partici- and Chubb later said in inter- able to reduce their number of of- MeLennan directive is only "one seen the downside," said Richard
pate in that," Kenneth Pinkston, views that the Global Broking fices or the resources in those of- very major player's strategy in the C Heydinger, director of risk
chairman of Willis Corroon Corp Centers are to handle middle- fices, Mr Clements said marketplace" in which brokers management services for Hall-
of Nashville, Tenn, said of the market business, which the broker The Global Broking Centers are consolidating mark Cards Inc in Kansas City,

RIMS initiative "Risk managers defines as coming from a policy- also give brokers and risk man- ''Every broker approaches Mo

as a group have a strong enough holder without a professional risk agers more leverage when they things a little differently in terms The merger of Johnson & Hig-

voice that their interests will not manager deal with insurers and make lt of how we execute our strategies," gms and Maish & MeLennan Inc
be overlooked by any broker We J&H Marsh & MeLennan em- easier to analyze risk information agreed Mr Pinkston "At Willis has created a brokerage with re-
p_an to do everything we can to phasized that policyholders will from a broad spectrum of risks Corroon, we feel local service is sources that weren't available to
work with risk managers," he realize benefits from a more effi- placed through the centers, he very important We have explicit- Hallmark through M&M before
said cient distribution system said ly told our offices that we are the consolidation, Mr Heydinger

"We're always interested in
"Everything we do, including That information can then be committed to local service, espe- pointed out

working with RIMS," said Gary global broking, is designed to im- used to develop new products and cially for middle-market ac- However, Mr Heydinger em-

M Van der Voort, president of the counts " phasized that if there were any

brokerage services division of Even so, Willis Corroon has disruptions in his relationships ,
Arthur J Gallagher & Co of Itas- consolidated its smallest ac- with insurers as a result of

ca, Ill "Their views are important 'We have explicitly told our offices counts-those that generate less changes on the brokerage side, "I
to Us " that we are committed to local service, than $25,000 in premiums-into would be upset I ceitainly

"I think it's a really responsible regional offices, Mr Pinkston haven't seen any of that "
thing for RIMS to be doing," said especially for middle-market accounts,' pointed out Those accounts even- "It's been a plus for me," agreed

Scott K Lange, director of risk tually will be centralized into a Eugene Kiernan, director of risk
management at Microsoft Corp in says Kenneth Pinkston. national location management and insurance at Na-

Redmond, Wash Mr Van der Voort of Gallagher tional Semiconductor Corp in
"RIMS represents almost 4,500 said regionalizing some types of Santa Clara, Calif

companies and 7,000 risk man- business can benefit insurance With coverages placed through

agers," said David L Mair, risk prove our services to our clients," give policyholders better informa- buyers "Regional consolidation J&H Maish & MeLennan and Aon
manager of the U S Olympic said Mr Newhouse, the memo's tion on cost trends, Mr Clements of all business would fail miser- Group Inc , Mr Kiernan said he,
Committee in Colorado Springs, author said ably," he noted too, ls happy with the increased 4
Colo and vp-industry liaison and Mr Newhouse pointed out that By placing business through re- But for smaller buyers that resources that the megabrokers
treasurer on the society's Execu- J&H Marsh & MeLennan always gional broking centers, J&H don't have the same leverage as can provide
tive Council "We certainly hope responds to client requests for 10- Marsh McLennan is following sys- larger accounts, consolidation But he emphasized he values a
that kind of critical mass of key cal contacts or direct access to de- tems already well-established in with similar-sized accounts cre- close relationship with his pro-
players is going to generate some cision-makers at the brokerage other areas of the financial ser- ates efficiencies that buyers can ducer "If my contact was going to
attention from the rest of the in- and insurance company vices industry, Mr Clements said share, Mr Van der Voort ex- move into a regional office, I
dustry " While some risk managers want "If you were doing business plained would be concerned "

Mr Mair said he believes "the a relationship with a local under- with Merrill Lynch in Denver and While Gallagher's distribution Even with improved telecom-

key to the meetings is to identify writer, others prefer to deal with you wanted to sell commercial pa- system is structured differently munlcatlons, d M stlll important
ways we as risk managers and ser- decision-makers in the home of- per you would certainl> not ex- than J&H Marsh & MeLennan's, to have face-to-face contact, Mr
vice providers can work to hee, Mr Newhouse said "We as pect Merrill Lynch to do that in Gallagher provides its local mai- Kiernan said "To me, that local
achieve the quality I hope we all brokers have to respond to both the local Denver market," Mr keting offices with regional or na- contact is important "
desire " extremes and everything in be- Clements said tional support groups to provide .

Stephen M Wilder, RIMS presi- tween If the client wants to retain
44 If we aie going to provide the services that local operations Gavin Souter contnbuted to this

dent and vp-risk management at the local underwriter in the loop, best service to the customers we can't, according to Mr Van der repon

The Walt Disney Co in Burbank, we're not going to shoot ourselves have to work together to find
Calif, said he hopes the result of in the foot and say they can't do ways to reduce overall cost, and
tne meetings will be that "the that " this was a way that costs were re-
voice of the customer is heard in The Global Broking Centers duced rather substantially,- Dean Risk managers
making the Industry more effi- make the transaction of insurance O'Hare, chief executive officer of
clent " moie efficient, said Robert Chubb Corp in Warren NJ, said

Mr Wilder also noted that he Clements, who helped develop the at a RIMS chapter meeting in New polled on mergers
tninks the issue was coming to the centers when he headed Marsh & York last month
fore even without the J&H Marsh MeLennan's broke ing operations Chubb 1tself prefers to maintain
& MeLennan memo as a catalyst in the eaily 199OS local relationships w_th cus- Risk managers generally ex- said customers would suffer
"I would really like to think that "The expense ratio of the insur- tomers, he said pressed confidence that they Another 31% said consolida-

RIMS would have taken an active ance business was essentially the "Chubb has always been an or- will see benefits from insurer tions will have little effect ei-

role in the absence of that memo," same in 1990 as it was in 1945 and ganization that has very strong 10- and broker consolidation, ac- ther way
Mr Wilder remarked this has frustrated customers and cal connections with customers," cording to a survey the Risk & The impact of broker consoli-

But Mr Lange called the J&H everybody in the business," said Mr O'Hare said Insurance Management Society dations on the range of prod-
memo "a wake-up call" for risk Mr Clements, who recently re- But, in a frank admission, Mr Inc conducted earlier this year ucts and services offered and

managers "Risk managers said, tired from the Marsh & McLennan O'Hare said that given the clout of Other comments from that the efficiency with which they

'We need to stand up and help board but lS still a consultant to J&H Marsh & McLennan, Chubb poll indicate, however, that will be provided was considered
guide the industry ln ltS efforts the brokerage has little choice but accept the some risk managers are afraid mainly positive by 57% of the
to modernize the distribution sys- One of factors that helped Global Broking Centers the industry's growing clout respondents Forty-one percent
tem, he added maintain the high expense ratio

" Marsh lS our biggest producer means it will dictate to policy- also indicated that the impact
J&H Marsh & MeLennan in an was the high number of offices and if Marsh in its infinite judg- holders how business lS han- on quality of service would be

internal memo circulated in Au- that insurers and brokers main- ment wants to do business dled mainly positive
RIMS polled members on the Individual comments on bro-

issue of consolidation's poten- ker consolidations, which were

Coupon for workers comp information resource tial impact on printed in

risk managers RIMS' ac-

The Oct 27 Intoimation Resource Workers Compensation section contained coupons with the incorrect ex- in a telephone '1 think, in 20 years, count of the

piration date on pages 33 and 36 The correct expiration date for readers to use the coupon to ordei infornla- survey con- survey in Risk

tion is Dec 22, 1997 ducted in we'll have one Management *

June The poll, insurance company, magazine,
To obtain copies of literature and information about products and conducted by showed some

Business information services listed In the October 27 info section, simply indicate the market re- one agency,' says one concerns with
Insurance® Resource key numbers for the items you want and mail the coupon to search firm risk manager. mergers

Business Insurance Reader Service Center Schulman, One risk

NOTE THIS COUPON WILL NOT BE PROCESSED
650 S Clark St, 6th Floor
Chicago, IL 60605-1702

Ronea & Bu- manager wor-
AFrER December 22, 1997 cuvalas Inc, ried that staff

All questions must be answered in order to have your gathered responses from 606 cuts could lead to errors as
inquiry processed RIMS members in the United workers are overloaded
Please check one item for each category States and Canada Another warned insurance
1 My organization is best described as
A El Mig/Svcs F m Ins Agent K 0 Adi/Apprs "The survey was pretty am- buyers to "keep in close contact
B El Association G 0 ins Broker L O TPA bivalent," said Susan R with their brokers, because it's
C 0 Union H m Ins/Reins Co M m Health Care
D [3 Government 1 0 Consultant

Meltzer, assistant vp-insurance (consolidation) going to have a
Inst

E 0 Educational Inst J El Actry/Attorney N 0 Other and risk management at Sun tremendous effect on account

2 Number of employees Please print clearly Life Assurance Co in Toronto, relationships "
1 El 150 or fewer 3 m 500 999 5 0 5 000 or more and also vp-international and One RIMS member responded
2 0151499 4 m 1,000 4,999 6 El Unknown Name research on RIMS' Executive that while consolidations
3 My title is best defined as Title Council among brokers shouldn't cause
A El Administrative Mgt D El Benefits Mgt

B C Financial Mgt E 0 Loss Prevention Mgt Company
"I don't know what would short-term problems, "in the ,

C ¤ Risk Mgt F El Other happen if we did that survey to- long term lt W111 be disastrous 

4 My purchasing involvement for the requested products Is to
Address day," she said last week These consolidations scare me I

1 m recommend only 2 0 specify 3 0 approve City State ZIp
Thirty-five percent of respon- think, in 20 years, we'11 have

5 Do you now receive a personally addressed copy of dents b611eve broker consolida- one insurance company, one ,
Business insurance' Phone ( ) tions will be good for customers agency "

A O Yes B INo, please send Business Insurance in the long term, while 24*subscription information
0 -By Michaet Bradford
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ers can improve participation rates at the pro-
grams Suggestions mclude makmg the pro- M&G Re, Bi Insurance Index
grams mandatory, emphasizing that the infor-

Contmued *ompage 3 mation could be brought home and taught to 1,540
are available children, schedubng sessions dunng regular Toa-Re 1,520

Ms Alekson said one of the dnvng forces be- working hours, and mviting family members to 1,500

lind the program's success is the commitment attend 1 480

and support the company receives from top A lack of education may be one catalyst be-
nanagement hmd 29% of the polled employees thinlang their merge in U.S. 1 460

1 440

'We've had good management con}mtment employers would fire or place on disability an 1 420
ince the '88," she said HIV-infected employee, Ms Canner said MORRISTOWN, N J -Mercantile & Gen- 1 400

According to the report, 73% of the surveyed She also noted she would rather look at those eral Remsurance Co of America w]11 be 1 380

employees beheve there should be an organized results as "a glass 70% full " merged mto Toa-Re Insurance Co of Amen- 1 360
4IDS education program in the workplace Indeed, the number of employees with such a ca under terms of a deal announced last 1 340

This number remains relatively unchanged pesslmistlc outlook is down to 2 9 % m 1997 from week
1 320,mee 1992, when 75% responded the same way 32% in 1992 Toa-Re of Amenca's parent, Tokyo-based

Of those employees whose compames offered 1 300
. Toa Fire & Manne Reinsurance Co Ltd,

1 280=IIV/AIDS programs, about 50% attended, the For afree copy of "AIDS in the Workplace 1992 agreed to buy M&G Amenca's outstanding
ame as in 1992, the report found 9n2 9n9 9/26 10/33 10AO 10n710/2410/31and 1997," contact the National AIDS Fund at stock fromitsparent, Swiss Remsurance Co,

Respondents did say there are ways employ- 202-408-4848 m a transaction valued at about $200 milhon Base=100 on Dec 29,1978

Source Nordby International Inc
The Momstown, N J -based reinsurance

companies, which had combined prermums
Mr Vinik left Fidelity in 1996 of $103 9 milhon in 1996, have operated un-
Judy Lindenmayer, vp-Fidelity insurance der common management slnce 1982, when PCS catastrophe options

and risk management at FMR Corp , the Toa-Re of Amenca was created, explained As 01 Oct 31

Zontinued from page 2 parent company of FMR, would not com- Wllham L Munson Call Price Call PnceAfter Nov 9, the Magellan Fund inloaded ment on the coverage available to pay the Mr Munson serves as chairman, president spread bid/ask spread bid/ask
he remainder of its Micron stake The sell- settlement and chief executive officer of Toa-Re as well National Annual 1997 California Annual 1998

)ff prompted a slide in Micron's stock price, However, a Business Insurance profile of as president and chief operatmg officer of 30/50 10/- 40/60 17/23

)ut not as precipitous a decline as the stock Ms Lindenmayer, who iS the 1997 Risk M&G Amenca 60/80 -/20

vould have suffered if Mr Vinik had not Manager of the Year, reported that FMR lS National Annual 1998 Western Annual 1998
The anticipated price on the deal, expect- 40/60 100/140 40/60 20/25

nade his remarks m the Sept 30 Magellan covered for such losses by an integrated, or ed to close by year end, lS based on M&G 60/80 75/83 70/90 -/23
rund report, according to Mr DeValerio concentric, risk program (BI, April 14) The America's $1938 milhon book value as of 80/100 60UO

Still, the Micron stock price fell far below program is underwritten mainly by Ameri- Dec 31, 1996, plus Interest, less any appro- National December 1997 Eastern September 1998
5/15 20/60he price at which the class members had can International Group Inc , Chubb Corp , pnate closmg adjustments, according to Mr 40/60 32/42

iurchased the stock, which they would not Reliance Insurance Group and underwriters Munson 5/25 22/65

Southeast September 1998
ave purchased if not for Mr Vinik's com- at Lloyd's of London Swiss Re acquired Mercantile & General 40/60 20/40

nents, Mr DeValerio said J&H Marsh & MeLennan Inc placed the Reinsurance Co PLC, Including M&G Re's 60/80 15/25

FMR said in statement that it agreed to the coverage operations in the United States, from Pru- Total volume 80 Total open Interest 16,333

ettlement, which is subJect to court ap- A federal court previously dismissed the dential Corp PLC last year (BI, Sept 2, For information on PCS cat options, call the Chicago Board of
,roval, to avoid costly and disruptive litiga- Magellan Fund, which iS a separate entity 1996) Trade at 312 435-3674

ion Fidelity does not admit to any wrong- from FMR, and the fund's shareholders from -By Judy Greenloald Source Chicago Board of Trade
[oing the litigation

British Issues

Returning railroad retirees face pension cut Price P/E Div Yield 52-week

Companies pence pence % high-low

By JERRY GEISEL retired employee is not eligible for an an- meet a surge of business Comml Union 855 132 358 42 910-630

nuity-due to a return to work-or for any As of June, 746,000 retired railroad em- GenIAccident 1015 69 354 44 1158-6861

Gdn Royal Exch 293 41 122 43 350-248CHICAGO-Retired railroad workers month in which the spouse works for a ployees, spouses and survivors were col-
who return to railroad work will tem- railroad employer Legal & G 495 129 116 29 520-312

lecting monthly annuities in the program Royal & Sun
porarily lose their pension benefits, ac-

567 157 197 44 651-414

The Railroad Retirement Board, which administered by the board When new Brokers
cording to the U S Railroad Retirement iS based in Chicago, issued its notice, 97- cost-of-living increases kick in next Jan-
Board 4, in the wake of requests by retired rail- uary, the average monthly benefit paid to Lmbrt Fenchurch 127 85 84 83 138-101

Pension benefits are not payable for any road employees for Information on what retirees will be $1,259 Lloyd Thmpson 170 142 108 79 206-163
month that a retired employee works for a effect a temporary or part-time return to In addition, the average combined bene- Sedgwick Grp 125 101 74 60 144-115

Wims Corroon 127 12 9 66 65 165-117railroad employer, even if the retiree railroad work would have on their annu- fits for a retired employee and spouse will
works as little as one day that month 1tleS increase to $1,837 per month and the av-

In addition, spouses' annuities are not Some railroads previously cut their erage monthly survivor annuity will rise Note Pnces are Oct 31 dosings, other numbers from Oct 30
payable by the board for any month the workforces too much and now cannot to $754

Source Nordby International Inc

B Industry Stock Report OCT. 27, 1997, THROUGH OCT. 31, 1997

BROKERS
Weekly Year to date Yeartodate Weekly Year to date Yeartodate

Pnce Weekly Year to date Year to date% change % change High Low Vol (000) Pnce % change % change High Low Vol(000) Price % change %change High Low Vol (000)
Aon Corp NYS 53.94 227 3023 58.44 37 38 1548 EMC Insurance Group Inc NDO 1400 275 16.67 1500 1075 22 Risk Capital Holdings NDO 2275
E W Blanch Holdings Inc

2.67 17 42 2338 1588
NYS

15
33.50 Z 68 66 46 3463 18.00 240 Enhance Financal Services NYS 52.81 084 44.69 5625 3288 165 RLI Corp NYS 4150 4.87 24.34 46.25 27.25Gallagher Arthur J & Co 112

NYS 35.00 193 1290 38.25 2913 141 Everest Reinsurance NYS 37.63 0.84 30.87 43.00 24.63 946 St Paul Companies NYS 79.94 354 3635 85.50 5350 1114
Hilb Rogal & Hamilton NYS 18.13 1.02 3679 1963 12.13 126 Executive Risk Inc NYS 6588 6.23 78.04 7275 3388 169 SCOR NYS 45.38 3.42 32.00 46 00 3400 44
Kaye Group Inc NDO 6.56 E 25 25.00 900 4.38 267 EXEL Ltd NYS 6044 -0 72 59.57 64.19 36.50 626 SAFECO Corp NDO 47.63 1.30 20.76 55.38 36 50 4259Marsh & McLennan NYS 71 25 4.20 37.02 80.00 50.88 1824 Fremont General Corp NYS 47.00 1.62 51.61 4950 2638 409 Selbels Bruce Group NDO 7.63 -081 7.58 10.00 588 265
Poe & Brown NDO 4125 1.20 55.66 42.75 2550 17 Frontier Insurance Group NYS 33.69 0.37 76.14 39.25 18.13 947 Selective Ins Group NDO 54.13 2 61 4243 55.38 33.25
Sedgwick Group PLC NYS 112

1031 4.07 060 10.88 9.38 38 Gainsco Inc NYS 9 31 5.70 3.25 10.19 813 144 Sphere Drake Holdings NYS 8.19 5.76 7.75 1050 8.13 158
Willis Corroon Corp NYS 1081 C 00 5.98 1350 9.50 171 General RE Corp NYS 197.19 128 25 00 208 88 144 50 918 TIG Holdings NYS 3388 491 0.00

BROKERS
38.00 26.38 811

AVERAGE 2.00 2841 Gryphon Holdings NDQ 1613 1.53 14.16 17.75 12.50 17 Titan Holdings Inc NYS 2050 2.38 24.24 2500 1350 238

INSURERS/REINSURERS
Guaranty National Corp NYS 3569 4.96 11306 35.69 1538 133 Tokio Marine & Fire NDO 5113 830 965 66.00 42.00 206
Harteysville Group NDO 2550 968 6721 27.00 1350 408 Torchmark Corp NYS 40.13 1.38 5891 4175

ACE Ltd 23 88 2236
NYS 9294 3.94 54.57 101.06 5338 511 Hartford Steam Boiler NYS 52.19 -095 1253 5669 42.75 238 Transatlantic Holdings NYS 69.25 3.57 29.04 76.56 47.13 272

Acceptance Insurance Cos NYS 23.50 12.15 1899 28.63 17.75 221 HCC Insurance Holdings NYS 23.38 8.33 260 32.69 21 50 463 Travelers Property NYS 36.13 1 87 212 43.56
AEGON N V 3000 1381NYS 7950 192 2569 8713 5113 713 ING Groep N V NYS 41.63 177 1809 5300 3888 560 Travelers Corp NYS 7000 4.03 54.27 7644 39.88 18829Aetna Lite & Casualty NYS 71 06 5.72 11.17 11813 64.00 5364 IPC Holdings Ltd NDO 3081 020 37.71 3175 21.00 376 Trenwmk Group Inc NDO 34.88 7 31 1311 39.63
AFLAC Inc

30.75
NYS 94

50.88 263 1901 57.88 37.50 2417 Hartford Financial Services NYS 81 00 478 20.00 90.31 62 25 2311 Unico American Corp NDO 1263 202 1609 1263 8.13 22Allied Group Inc NYS 47.25 0.40 44.83 5363 27.13 89 LaSalle Re Ltd NOO 33.50 429 14.53 36.13 24.50 192 Unlonamerica Holdings NYS 1988 4.22 11.97 22.75 14.75
Allstate Corp NYS 67

82.94 2.14 4330 86.00 54.88 6578 Lrfe Re Corp NYS 55.13 115 42.72 56.13 33.75 110 United Fire & Casualty NDO 4050 5.81 14.89 43.50 29.75 16AMBAC Indemnity Corp NYS 42 25 3.70 27.31 47.56 3038 791 Lincoln National NYS 68.75 -0.72 3095 73.63 47.75 1170 Unitrin NOO 6400 1.63 14.80 6738 48.50
American Bankers Ins NDQ

782
37 38 170 46.21 40.00 2288 398 MAIC Holdings Inc NYS 27.94 3.47 64.94 30 50 15.13 60 UNUM Corp NYS 48 75 2.26 34.95 51 31 31.25 2013American Financial Group NYS 38.06 146 0.83 49 25 32.38 718 Markel Corp NYS 153.44 298 7049 16113 83.00 17 USF&G Corp NYS 20.25 000

American General
299 2550 15 63 3659NYS 5069 5.70 24.01 56.06 35.75 2431 MBIA Insurance Group NYS 59.75 5.39 1802 67.25 44.38 826 Vesta Insurance Co NYS 58.13 175 85.26 63.13 24.50 488American Heritage Lde Ins NYS 35.38 292 34.76 4050 21.50 74 Meadowbrook Insur Group NYS 23.06 6.11 9.82 26.63 15.25 92 Washington National NYS 32.56 -038 1841 33.13 27.13

American Indemnity/Fin I NDO
430

1250 417 21.95 1550 950 42 Mid Ocean Ltd NYS 64.88 1.37 23.57 6525 44.13 254 Zenith National Ins NYS 28.00 044 2.28 28.75 24.63American International NYS 117
102.06 222 4143 11256 70.63 9247 MMI Cos Inc NYS 24.94 2.68 22.67 32.75 2075 114 INSURERS/REINSURERS AVERAGE 2.39 26.48

Argonaut Group NDO 32.25 6.52 488 38.13 26.75 85 Mutual Risk Mgmt Ltd NYS 2594 839 4020 29.75 1500 793
AXA UAP Group NYS 34 31 243 8.93 35.25 28.25 263 NAC Re Corp NYS 44 50 532 31 37
Baldwin & Lyons Inc NDO 2088

5288 3263 404 HEALTH MAINTENANCE ORGANIZATIONS
060 1361 22.63 1738 3 Navigators Group NDO 19 00 2.56 4.11 2250 15.75 26 Humana Inc NYS 2094 7.97 1020 25 31 1738 3777

Berkley W R Corp NDO 4113 223 21.55 46.38 2888 943 Nobel Insurance Ltd NDQ 1363 2.68 8.46 1538 11.38 1 Oxford Health Plans NDO 25.81 62.45 55.92 8900 24 81 58327Berkshire Hathaway Inc NYS 43700 00 2 46 28.15 48600 00 30000 00 1 NYMagic mc NYS 2669 143 4826 2981 1725 13 Pacificare Health Sys NDO 6363 609 21.69 86.25 55.50 579Capital RE Corporation NYS 58.94 105 2641 6263 38.25 86 Ohio Casualty Corp NDO 44.25 112 2465 5100 31 75 495 Safeguard Health Enter NDO 1400 175 20.00 20.75 9.63
Capitol Transamerica Corp NAS 42

25.88 417 2622 28.13 1725 37 Old Republic Int I NYS 35.75 0.00 33.64 40.19 2450 900 Sierra Health Services NYS 36.94 498 50.00 41.63 22.38 389
CapMac Holdings Ltd NYS 30.00 716 943 36.88 22 50 1503 Orion Capital Corp NYS 45.00 3.49 47.24 51.00 2675 306 United Healthcare Corp NYS 46.31 1029 292 60.13 36 25 11636Capsure Holdings Corp NYS 1500 000 3043 1538 8.50 0 Partner Re Ltd NYS 4100 3.53 2059 44.94 2800 840 Wellpoint Health Networks NYS 4575 18.12 3309 6113 28 25 3730Centrts Group Inc NYS 20.31 10 96 3.50 2356 17.13 81 Penn America Group Inc NDO 18.44 1114 71 51 21.75 10.38 411 HMOs AVERAGE -1595 0.20
Chartwell Re NYS 32.38 733 21 03 3625 24.50 219 Philadelphia Cons Holding NOO 36.88 4.22 5860 46 50 21.75 161 ALL COMPANIES AVERAGE 6.78 1823
Chubb Corp NYS 6625 284 23.26 7631 4950 1892 PXRE Corp NYS 30 50 5.61 23.23 33.63 2325 107

CIGNA Corp NYS 15525 8.34 1363 20075 126.13 2341 Reliance Group Holdings NYS 1263 860 38.36 15.13 8.13 1423
CNA Financial Corp NYS 12406 159 1595 132.25 9638 169 Rellastar Financial Corp NYS 37.38 2.45 29.44 40 75 2588 1007

CNA Surety NYS 15.19 35,7 125 1650 1288 81 RenaissanceAe Holdings Ltd NYS 43.50 670 3182 5000 28.88 153

Top advancing issues Harleysville Group, Guaranty National Corp, American Indemnity/Fin'I Leading decllners Oxford Health Plans, Wellpoint Health Networks, Acceptance Insurance Cos Most active issue Oxford Health Plans The B/Index dropped
40%, the Dow Jones 30 Industrials dropped 3 5%, the S&P 500 decreased 2 9% and the NYSE Composite was down 30% Average P/E Brokers, 25 9, Insurers/reinsurers, 37 6, HMOs, 21 1

System design Nordby International Inc
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THE PROBLEM WITH INVESTING IN BOOMING FOREIGN MARKETS IS THAT THINGS
CAN GET LOST IN TRANSLATION. LIKE YOUR CONTRACT, YOUR PROFITS OR YOUR BUSINESS.

For companies eager to invest in newly developing overseas markets, the reality is that
political risk insurance has become a necessity. AIG Global Trade & Political R,51_ Insurance
Company, a member company of American International Group, Inc., is tile only company
with the global presence and knowledge of local conditions to protectyou around the world.

Other insurance companies may offer capacity. Only AIG Global underwrites
longer-term political risk coverages up to $120 million capacity per project guaranteed for
ten years and backed by top financial ratings and the strongest balance sheet in the busi-
ness. We also offer trade credit insurance with limits of up to $50 million. With operations in
approximately 130 countries and jurisdictions worldwide, AIG has the expertise, perspec-
tive and long term relationships necessary to resolve international problems whenever

they arise. When you're an AIG client, you're not just buying insurance. You re getting a
business partner.

AIG Global customers also benefit from the experience of a board of' directors that
includes former U.S. Secretary of State Henry A. Kissinger, former U.S. Trade
Representative Carla A. Hills, former Treasury Secretary and U.S. Senator Lloyd M.
Bentsen, former World Bank President Barber Conable, Jr., and former Prime

Minister of Pakistan Moeen Qureshi. AIG has been the leader in political
risk coverage for more than twentyyears. So while ditterent cultures AIG
and languages may seem WORLD LEADERS IN INSURANCE AND FINANCIAL SERVICES
daunirg, the risks won't be. American International Group, Inc., Dept. A, 70 Pine Street, New York, NY 10270 www.alg.com


