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business
tnsurance

update:
Financial Guardian

leading McDonald's war
CHICAGO-Although all the tallies

aren't in yet, Financial Guardian and Great
American Insurance Co. could· be the.big
winners in the battle for McDonald's Corp.
franchisee business.

"Financial Guardian's pricing was consis-
tently lower than ours," reports Frank Neu-
hauser, vp of American International

Continued on next page
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Figure interest
in work comp
ratemaking

By KATHRYN J. McINTYRE

Make workers compensation insurers calculate
investment income when determining rates, risk
and insurance managers, demand in response to
the most recent survey of the Business Insurance
Risk Management Board.

, Eighty-five percent of the 68 board members
' responding to the survey want workers compen-
' sation insurers to offset underwriting losses with

the money they make by investing loss reserves
-then figure needed rates.

Large companies can and do negotiate with in-
surers for some credit for investment income on

' their individual rates, but it is not required by
law. Some states, however, are debating whether
this should be mandated.

Risk and insurance managers responded nearly
3-to-1 in favor of reform of the current regula-
tion of workers compensation rates to force more
rate competition among the insurers.

Seventy-one percent said state insurance de-
partments should stop approving one set of uni-
form rates as filed by a rating bureau for workers
compensation insurers, which is the status quo in
43 states.

: And 68% prefer that state insurance depart-
ments regulate workers compensation insurance
by allowing insurers to file their rates and use

them subject to regula-
. tory action, as allowedrmnboard in only Vermont and
North Carolina, or a
use-and-file system,

which has been approved by the Minnesota and
Oregon legislatures, rather than requiring insur-
ers to seek prior approval of their rates before
they can use them, as 43 of the states do.

Business Insurance regularly surveys risk and
insurance managers and corporate executives
who have agreed to participate on the Risk Man-
agement Board.

"Investment income is part of the overall equa-
tion and should be taken into account," said the
director of risk management for an entertain-
ment and leisure company employing 8,000.

"Underwriting losses should not be a justifica-
tion for rate increases if investment income
allows insurers to make a profit. Rates should be
based on the entire profit or loss picture," con-
tends the insurance administrator for a munici-
pality with 3,300 employees.

But the assistant treasurer of a manufacturing
company employing 38,000 asks for a little less.

"Some of the investment income should inure
to the company owners and for contribution to
overhead expense, but significant amounts
should be factored into ratemaking, 50% to 70%,"
this executive in charge of risk management sug-
gested.

The risk manager of a manufacturing and dis-
tribution company employing 15,000 who favors
calculating investment income into rates also

Continued on page 76

Seeking federal relief
Bill targets tax breaks

for self-insured reserves
By KATHRYN J. McINTYRE

WASHINGTON-A bill that would dramatically amend the
Internal Revenue Service Code governing insurance and loss
costs accounting and permit corporations to take tax deductions
for self-insured loss reserves could be introduced in the House
this week.

Rep. Gillis Long, D-La., is expected to sponsor the bill, drafted
by Baker & McKenzie in New York and fine-tuned and proposed
to lawmakers by the Washington law firm of Patton, Boggs &
Blow for a coalition of risk management interests called the Loss
Reserve Deduction Committee.

The bill would secure tax deductions not only for reserves
maintained under certain internal self-insurance programs but
also for premiums paid to captive insurance companies, a risk-
funding mechanism that has been under attack by the Internal
Revenue Service, and cash-flow insurance plans with insurers,
which tax experts predict are subject to IRSchallenge as not
constituting insurance.

Currently, only insurance premiums and uninsured paid or
fixed losses are tax deductible.

The bill limits tax deductions for self-insured reserves to those
that are actuarially predictable in the aggregate and will be paid
in years after the loss has occurred, which would include re-
serves for liability, workers compensation and fidelity losses.
These reserves for unpaid and unreported losses are not tax de-
ductible now.

Regulations on determining the amount of appropriate re-
Continued on page 86

Latest asbestos ruling
expands insurer liability

By STEPHEN TARNOFF

The most recent opinion on insurers' liability for asbestos claims
against policyholders broadens insurance available to manufacturers ·
for injuries caused by their products in the past but could threaten
the availability of product liability insurance in the future.

The District of Columbia Court of Appeals ruled Oct. 1 in Keene
Corp. vs. INA that all the insurers of a manufacturer from the time a
claimant was exposed to a harmful product through the appearance
of the injury are liable for the damages awarded a claimant.

The policyholder, even if self-insured during any portion of the
period from exposure through manifestation of the injury, is not
liable for any portion of the·damages, the court said.

The decision is a radical departure from previous appellate court
rulings on the controversial coverage question of what theory of
liability should apply when there is latent injury caused by a prod-
uct.

The exposure theory holds insurers of a manufacturer during the
time a claimant was exposed to the harmful substance liable for
claims, while the manifestation theory makes insurers of a manufac-
turer when the injury appears liable for the claims.

Courts in the past have held for one theory or the other, with two
federal appellate courts-the 5th and 6th circuits-ruling in favor of
the exposure theory.

The decision in the Keene case reverses a U.S. District Court rul-
ing that held the exposure theory of liability applied.

Never has a court extended full liability to the policy limits of all
the insurers of the manufacturer during the whole period, as this

Continued on page 85
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Tort reform bill attacks
industrywide liability

By JERRY GEISEL

WASHINGTON-Sen. Robert Kasten, R-Wis., is expected to
propose legislation this week to make it more difficult for plain-
tiffs to recover product liability damages if they can't identify
the manufacturer.

Mr. Kasten's long-awaited federal tort reform proposal, which
has been through at least eight drafts already, would attack last
year's landmark California Supreme Court decision in the Sin-
dell case.

In that ruling, the California court said when a product caus-
ing injury is made by many different manufacturers and the
specific manufacturer cannot be identified, liability must be di-
vided among them, based on their market share.

That decision sent shock waves through the risk management
and insurance community because a manufacturer c6uld be
found liable in a product liability suit even if it.didn't make the
particular product, adding new legal uncertainties for manufac-
turers.

Sen. Kasten's draft bill, which is expected to be unveiled Oct.
15 or.Oct. 16 for public comment before it is introduced in Con.
gress, will be the centerpiece of a major effort by dozens of busi-
ness groups and employers to enact tort reform legislation at the
federal level (BI, Oct. 5).

Although other federal tort reform proposals have been intro-
duced in earlier sessions of Congress, those bills were often hast-
ily put together to placate certain business groups and failed to
receive serious congressional consideration.

Continued on page 84
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Square D adds new dental, drug plans
sity employees.Some 7,000 union employees at

Square D Co. in Palatine, Ill., have
received an improved benefit
package including new dental and
prescription drug plans.

The benefit changes are part of a
new, three-year national contract
between Square D, an electrical
products manufacturer, and an es-
timated 34 AFL-CIO unions. The

contract went into effect on Sept.
14.

Included is a new dental plan co-
vering preventive, diagnostic, peri-
odontal, endodontic and oral sur-

gery costs.
Preventive and diagnostic ser-

vices are covered at 100%, while the
employee pays 20% of all other
costs. The plan contains a $1,000-a-
year maximum and excludes all
orthodontic work.

The agreement also includes a

benefit beat

new drug prescription plan that has
a $2 deductible and no annual max-
imum. This plan goes into effect
during the second year of the con-
tract.

During the contract's third year,
Square D will raise its monthly
contribution to its pension plan
from $12 to $15 per employee.

Monthly sickness and accident
benefits will increase $10 a year
over the next three years, from
$135-a-week this year to $155 in
1983.

The major medical plan's annual
maximum was raised from $75,000
to $125,000, and group life insur-
ance coverage jumped from $16,000
to $20,000.

All benefits are fully funded by
Square D.

Benefit increases
State and university employees

in Minnesota have received in-

creased major medical and paid life
insurance coverage and pensions as
part of a new two-year contract.

Major medical benefits are pro-
vided through a Blue Cross/Blue
Shield plan with nine Health Main-
tenance Organization options.

The lifetime maximum under

the BC/BS plan has been increased
from $250,000 to $500,000, with the
employer funding 100% of coverage
for both the employee and depen-

Prescription for
effective health claims
administration

When Eli Lilly &
Company's claims vol-
ume doubled and their work-
load capacity was saturated, they
decided to go online with a system that
was not only efficient but flexible, as well.

ClaimFacts, an online health claims process-
ing system, filled the bill. ClaimFacts currently
responds to the needs of corporations, third
party administrators, Blue Cross/Blue Shield
Plans, insurance carriers and welfare funds.

ClaimFacts provides total automation of
health benefit plans administration-basic
and major medical, dental, vision, prescrip-
tion drugs and disability. ClaimFacts verifies
eligibility, adjudicates all types of claims in-
cluding those with COB, overrides, adjust-
ments, and even generates correspon-
dence-all on one screen.

ClaimFacts improves productivity, control of
benefit plans, accuracy and consistency of
payment.

ClaimFacts, as well as ImpleFacts, Erisco's
benefit record-keeping product for profit shar-
ing and thrift plans, is available on service,
lease, or purchase basis.

For further information

call Wayne Ferrentino at
(212) 247-2444 or return the cou-
pon below.

dents. Dependent coverage was
previously funded at 90%.

However, the deductible for the
BC/BS plan has been increased
from $50 to $100 per person an-
nually.

Pension benefits are provided
under a statewide plan, with the
employer making an annual con-
tribution of 6% c f the employee's
salary.

Wages under -.he new pact in-
creased 9.5% to 10% this year. Some
groups will recie e additional wage
hikes of 6% in July 1982 and 3% in
Janaury 1983, while others will re-
ceive straight cost-of-living in-
creases on the same dates.

The Minnesota State Employees
Union negotiated for an estimated
18,000 workers, but the benefit
changes are expected to be passed
on to some 40,000 state and univer-

r---------------=----
 ClaimFacts-Erisco
, 1700 Broadway, New York, N.Y. 10019
, Att: Wayne Ferrentino
I O Send me information on ClaimFacts for effective health
 claims administration
 0 Give me a call:
1 Name/Title

 Company
 Artriress
1 TelephnnA
6---=-----------==I-=

Claim Facts Erisco Inc.
...For Your Benefit

1700 Broadway, New York, NY 1001 c

A Thomas National Group Subsidiary c
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Social Security
Retirees filing for Social Security

benefits will have to file their

claims faster.

Under new Social Security Ad-
ministration rules, people filing
late for retirement and survivors'

benefits are eligible for no more
than six months of retroactive ben-

efits, reduced from 12 months'
worth.

Social Security Administraton
officials estimate that the rule will

save the system about $90 million a
year.

.

Made any benefit changes? Write
John W. Milligan, Associate Editor,
Business Insurance, 220 E. 42nd St.,
New York, N. Y. 10017; 212-210-0141.

action line

Business auto

policy clarified
Action Line: I may have mis-

read an article about a year ago
by Henry Salfeld or another
writer on the business auto pol-
icy. I got the impression that
when a driver or helper making
a delivery damaged a customer's
door, the damage was covered by
a small multiperil policy, not by
the business auto policy.

Would you be able to clear this
UP?

John Singreen
Singreen Agency

New Orleans

Mr. Singreen: Henry Salfeld,
Carole Banfield and B. Joseph
Shelley all wrote about the business
auto policy.

Mr. Shelley, vp at the Insurance
Services Office in New York, gave
us this information:

Until the store owner accepts the
delivery, either by signing a deli-
very bill or taking a receipt, the
employer of the deliveryman and
owner of the truck has responsibil-
ity for this liability.

Damage to a store, before ac-
cepting the delivery, would be cov-
ered under the business auto policy.
Yet the truck may be covered
under the truck owner's general li-
ability policy.

It all depends on which policy
the business owner chooses to pay
for damages.

For further information on the

business auto policy, see our article
"More on the BAP" (BI, May 25,
1980).

Benefits handbook

Action line: We read Business

Insurance weekly and benefit
from many of your articles. The
articles on benefit communica-

tions by Dennis Hommel that
appeared in BI were very inter
esting.

The "Employee Benefits
Handbook" mentioned in the ar

ticles would be an asset to our or-

ganization and we are interested
in purchasing the book. Can you
tell us where we can get a copy?

Patsy Behrendt
Administrative Aide

Guadalupe Valley Electric Coop
erative

Gonzales, Tex.

Ms. Behrendt: You can order

Dennis Hommel's book, "Employee
Benefits Communications Hand-

book," by sending $20 to UPG Pub-
lications, P.O. Box 700, Redwood

City, Calif. 94064. •
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TRENTON, N.J.-State lawmak-
ers and Insurance Department offi-
cials are ironing out final dezails of
legislation that allows open panel
group legal insurance.

Signed by Gov. Brendan T.
Byrne three months ago, the legis-
lation allows insurers to market

open panel group legal insurance
for the first time in the state.

The law is expected to become
effective later this month after

lawmakers and Insurance Depart-
ment officials establish regulations
for processing applications from
potential insurers.

Some labor unions and employ-
ers in New Jersey now offer closed
pariel group legal insurance. More
than 400,000 employees are covered
by such plans.

Closed panel legal plans restrict
employees to a specified lawyer or

around the states
law firm. These plans usually are
self-insured.

Under an open panel plan, em-
ployees will be able to use any law-
yer they wish.

Most plans, insurance industry
officials note, probably will be set
up on a fully paid or deductible
basis.

It can be offered as part of a cafe-
teria benefit package allowing the
employee to purchase up to about
18 different legal service coverages
or select the package best suited to
his needs.

Employees will be able to utilize
phone consultation, adoption, will,
guardianship, name change, debt
collection, consumer protection and

The whole world's your sales territory when
you're one of the independent agents or
brokers who represents Royal Insurance.That's
because, through Royal, you can offer your
multinational business clients one insurance

program that gives them protection around the
globe, with on-the-spot service in 80 countries.
And all from one insurer.

Royal writes policies in 16 languages in
more than 500 worldwide offices, and collects
premiums and pays losses in most of the

Open panel legal cover may start soon in Jersey

estate administration services.

In addition, workers can obtain
non-petition divorce, driver's li-
cense suspension and criminal trial
defense services.

The legislation is expected to
allow many employers to offer a
new employee benefit. It also is ex-
pected to generate more business
for lawyers.

The reaction of many lawyers is
disbelief. "They don't believe it's
happening," says Paul Mainardi,
chairman of the New Jersey Bar
Assn.'s committee on prepaid legal
services.

"Lawyers realize the middle
class cannot afford lawyers. This
allows them to do so. Most working

Q

people can enjoy having a lawyer
they can call upon. They'll also
know how much it's going to cost
them," he says.

New Jersey joins its neighbors,
New York and Pennsylvania, in al-
lowing insurers to offer open panel
group legal services plans. The leg-
islation was passed after years of
fighting between legislators and In-
surance Department officials.

So far, only two insurers, the
Newark-based Prudential Insur-

ance Co. of America and Blue Cross

of New Jersey, have expressed an
interest in the New Jersey market-
place, but others are expected to
rush in, Insurance Department of-
ficials say.

Insurer fined
NEW YORK-Prudential Insur-

MARCIULIANO

If you're looking to write more business,
wecanbroadenyourhorizons.

world's currencies.

Our internaticnal network is as close as your
local Royal marketing representative. Let us
show you how much broader your horizons
can be.

Nobody insures it like ...

Royal  Insurance
150 William Street, New York, NY 10038

ance Co. of America has been fined

$3,500 by the state Insurance De-
partment for failing to properly su-
pervise its 40-hour insurance
course program for life, accident
and health insurance agents.

Three insurance agents, desig-
nated program instructors, have
also been fined varying amounts.
They are Lawrence Lederman,
$1,000; Anthony F. DeMento, $500;
and Patrick J. Wheeler, $250.

By stipulation, Prudential ac-
knowledged that it had failed to
conduct the course in the specific
manner approved by the depart-
ment The company paid the fine
and stated that the violations were
inadvertent and have been cor-

rected.

In the same stipulation, Mr. Le-
derman, Mr. DeMento and Mr.
Wheeler acknowledged that they
had not conducted the course pro-
perly and had failed to maintain
proper documentation concerning
students' attendance and examina-
tion records.

Mr. Lederman also admitted he
had issued certificates to students

before they had completed all their
courses, and Mr. DeMento admitted

issuing a duplicate course certifi-
cate containing discrepancies in
data. All three have paid their
fines.

Comp board chairman
NEW YORK-William Kroeger

has been appointed the new chair-
man of the state Workers Compen-
sation Board. He had been named

acting chairman following the
death of Arthur Cooperman last
June.

Mr. Kroeger was appointed to
the 13-member Workers Compen-
sation Board in 1975.

Mr. Kroeger was an assistant ad-
ministrator in New York City from
1972 to 1974 and represented the
city in matters of health policy,
planning and administration. He
later worked with the Temporary
Commission to Revise the New

York City Charter, which recom-
mended changes in the city health
planning system.

He has been a research analyst
for Prudential Insurance Co. of

America, a relocation adviser for
the Urban Renewal Administration
and a research assistant at the

Brookings Institution.

Merger review
SPRINGFIELD, Ill-Gov. James

Thompson has signed legislation
authorizing the state Insurance De-
partment to review the impact of
acquisitions or mergers by insur-
ance companies doing business in
Illinois, but headquartered else-
where.

The intent of the legislation is to
prevent monopolies or lessening of
competition in the insurance mar-
ketplace, said Insurance Director
Phillip R. O'Connor.

The legislation, an amendment to
the Insurance Holding Company
Act, provides that if an acquisition
of a non-Illinois insurance corpora-
tion would result in an overconcen-

tration of a market segment with
one company or related group of
companies, the Insurance Depart-
ment can order divestiture or use

other means to remedy the situa-
tion.

The law will go into effect Jan. 1,
1982, and is based on model legisla-
tion of the National Assn. of Insur-

ance Commissioners. It requires an
insurance company acquiring an-
other insurer to notify the state In-
surance Department if certain
market share standards are ex-

ceeded.

Violation of the law can result in

fines up to $50,000 and the revoca-
tion of the certificate of authority
to do business in Illinois. 
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PROC ING.
Now more than ever, Blue Cross
and Blue Shield Plans are eliminat-

ing claims processing paperwok

With Blue Cross and Blue Shield
coverage, your company and employ-
ees have never had to do the paperwork
for most basic services provided by
hospitals and doctors. They fill out the
claims for you.

Now, the use of electronic systems
to receive and transmit claims infor-

mation is rapidly expanding among
Blue Cross and Blue Shield Plans and
is eliminating paperwork in a new way
Last year, more than 48 million claims
were received using the new system.
Through relationships with hospitals,
physicians, and pharmacists, computer
terminals and other data exchange
systems are linked up with Blue Cross
and Blue Shield Plans, allowing for
this advance.

Now the time needed to process
claims is greatly reduced by electronic
transmitting. It minimizes errors, allows
for on-line correction, and generally

helps keep down the cost of administer-
ing health care coverage programs.
This puts your coverage dollars where
they should be, in benefit costs and not
administrative costs.

This new paperless claims process-
ing capacity cannot be matched by any
other health insurance carrier.

Write for the new booklet,
"The Best You Can Do For Your People.
And Your Company" Box 8008,
Chicago, Illinois 60680.

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

Blue Cross®
Blue Shield®,

The Best You Can Do ForYour People. And Your Company.
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editorial opinions I letters
Business Insurance welcomes letters from its readers Please keep 1/our com-
ment: as brief as possible We reserve the right to edit letters foT clanty or space
Please send your comments to Letters to the Editor, Bum:ess Insurance, 740 N

This is professionalism Rush St, Chicago, Ill 60611

Interpreting survey results
EXECUTIVES who still believe that the and paper chase of a fat file of insurance poll- To the editor As one of the au- fered to them

risk or employee benefit manager is really cies to the benefit of the mulitnational cor- thors criticized in your editorial We did, as you point out, inter-
an insurance policy file clerk should take a poration "Cutting health costs" (BI, Sept 14), view senior executives in these

close look at this issue's spotlight report on Global programs may not be the answer for I thought I should ask for equal firms as well as benefit managers
space to offer a reply The party It lS a technique that I would com-

multinational risks and insurance programs all companies with international subsidiaries line apparently is that corporations mend to your reporters as it pro-
They will learn lessons about efficiency, and firms should remain wary of any simphs- are apoplectic about rising health vides balanced views of the current

economy and management as an art because tic plan that claims to eliminate all the prob- care costs Our survey of 69 major business problems If reporters used
firms, which provide health care this technique, your readers might

the development of global programs for prop- lems associated with risk control and benefit benefits for more than 12 million discover that most firms consider

erty/casualty risks and employee benefit pro- planning in various cultures, languages and workers and dependents, did not preventive health programs as an-
find this to be the case other benefit (a very popular one)grams shows much more than the insurance legal systems. But the risk and benefit manag- To be sure, these firms do not and that not all are convinced that

companies' desire to underwrite all of a mul- ers' inclination toward organization, efficiency want to waste money so they take HMOs save them money or operate
tinational's risks for all available premium and economy is admirable prudent steps such as self-insuring in the interest of their employees

The unified programs demonstrate the evo- It is the mark of a true professional and a and coordinating benefits in order Finally, I must bring to your at-
to protect themselves from rising tention the curious logic of the edi-

lution of professionalism in risk and employee management artist insurance costs Their executives, torial The first half argues that our
benefit management however, do not exaggerate the results cannot be true while the

Intel's risk manager Gary Toms facetiously need for or their ability to control second half tells benefit officers

says that laziness was one reason for moving This is fitting health costs as apparently do some how they can make certain that if
who seek to sell them various ser- we ever come their way again that

his firm into a global insurance program, but it vices described in your columns we could not find the same results
and advertisements On the con- Harvey M. Sapolsky

is clear that his goals were much more com- T'S FITTING that this is our annual spot-
trary, they worry as they must Professor of public policyplex cost savings, coverage standardization, light report on international risk and em- about unions, employee nnorale, and organization

centralization and overall efficiency ployee benefit management developments community relations and the rest of Massachusetts Institute

The global property/casualty policy buying The publication date coincides with the first their businesses before they leap of Technology
for the many unproven cures of- Cambridge, Mass

decision is likewise complex, requiring careful international risk management meeting held
analysis of the depth and breadth of coverage this week in Monte Carlo, cosponsored by The
offered by an insurer, its international service Risk & Insurance Management Society in the Clarifying a couple points
capability, long-term stability and, of course, United States and the Association Europeenne To the editor Your Sept 14 arti- in marine endeavors elect a large

price des Assures de L'Industrie of Europe. cle on marine classification groups, and diverse board of managers,

High premiums and massive exposures are We can see your smirks now as you consider specifically the American Bureau representing many maritime inter-
of Shipping, was incorrect in stat- ests

at stake A company's success internationally a meeting in Monte Carlo in October But be- ing that the ABS' chairman has al- Atlantic is proud to be repre-

-indeed success as a company-can ride on sides a chance to catch the warm Medlterran- ways been from the Atlantic Mu- sented on the ABS board, but there
tual Insurance Co, and also ineor- is no way in which we-or even all

how well its liabilities are protected ean breezes, the 500 registrants will certainly
rect in stating that William N marine insurers together-could

In pooling employee benefits, benefit man- gather new ideas and insights to risk rnanage- Johnston, chairman and president possibly dominate the ABS, as the
agers perform the same advanced manage- inent as they rub elbows with risk. managers of ABS, is an Atlantic Mutual exec- article implied
ment decision-making as they strive to unify from all over the globe From the United

utive

The ABS is an independent non- Paul E. Wish

and streamline the maze of international ben- States Will corne risk managers from RIMS, profit organization and Mr John- Manager of

efits offered employees around the world ac- which represents the risk managers of more ston, who has never been employed corporate communications

cording to their firms' budgets and philosophy than 3,500 corporations in the United States by Atlantic, is its full-time leader It The Atlantic Cos

is true that in 1862 Atlantic's presi- New York

and local needs Riding on the skills of the and Canada, many of which operate interna- dent, John Divine Jones, led 10
benefit manager can be the company's ability tionally From AEAI will come risk managers other marine insurers to form the Thanks, Frank·,
to recruit workers overseas and comply with from its member associations of risk managers American Shipmasters' Assn, and

lt lS true that Mr Jones was presi-
local legal requirements. in Belgium, France, Great Britian, Italy, The

we needed that
dent from 1862 to 1871 and 1881 to

In all cases, an overriding reason for devel- Netherlands and West Germany. 1886 To the editor Thanks to Frank

After the organization changed Walton of The Travelers for hisoping and choosing a unified global package Our full report on this international risk its name in 1898 to the American gratifying response (BI, Sept 28) to
plan is the desire for a seamless, consistent management gathering will appear in the Oct Bureau of Shipping, another Atian- the earlier comments of Edward
coverage that eliminates the gaps, confusion 26 issue tic Mutual man was president from Siver (BI, June 29)

that point to 1916 The purpose of Mr Siver's dia-
In this century, however, the tribe had been a mystery to us until

business insurance ® the national newswee; iy of loss
ABS has developed and broadened we saw the advertisement for hisprevention, r,sk f:nine: ng

and benefit management Its chairman and president, Mr new book in your magazine Now it
Johnston, is solely employed by the is clear
ABS

G D CRAIN JR founder (1885-1973) Hundreds of members including David R. Kornreich

MRS G D CRAIN JR S R BERNSTEIN RANCE CRAI shipowners, shipbuilders, naval ar- Loveman, Kornreich Co Inc

chairman of the board chairman, executive committee president chitects, government representa- Insurance Brokers & Consultants

KEITH E CRAIN DAVID J CLEARY JR ALFRED MALECKI tives, insurers and others eminent New York

utce chairman ezecutive up-general manager up-publwher (New lork)

KATHRYN J McINTYRE, AAM, editor (312-649-5286) A necessary distinction
LORRIE GAWLA, managing editor (312-649-5278) LEN STRAZEWSKI, senior editor (312-645-5393)

JERRY GEISEL, Washington editor RHONDA L RUNDLE, West Coast editor LISA BERGSON, New York bureau chief JAMES M BURCKE, copv editor To the editor Your first two arti- the beginning It has not been easy
.Associates New York-JAMES C LAWSON, JOHN W MILLIGAN Chwago-EILEEN NORRIS, STEPHEN TARNOFF Dallas-STEVE SHERWOOD
Ed,tortal/research ass:stant CLAUDEITE DAMPIER Washington-ROBERT COOK (reporter/researcher) MERRILL S SALTZMAN, graphtes editor/pro-

cles on multiple employer trusts by on anyone involved to make these

duction manager JOE FARACI, corporate art director MILT PRIGGEE, edttonal cartoon:st MARY CAIRNS, photographer LESLIE GIGNILLIAT, DAIL Jerry Geisel and Steve Sherwood plans work Insurance companies
O'HAGAN WILLIS, editonal productwn assistants DOROI'HY PARR SNOWDEN, proofreader Correspondents Landon-STACY SHAPIRO, 25 Bedford (BI, Sept 7, Sept 14) were quite have lost money Agents had to
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Longshoremen benefits increase again
By JERRY GEISEL

WASHINGTON-Benefits pay-
able under the federal Longshore-
men's and Harbor Workers' Com-

pensation Act have been increased
again.

Each Oct. 1, a new weekly maxi-
mum benefit is set, based on 200%
of the current national average
weekly wage. This year, the maxi-
mum weekly benefit for total dis-
ability has increased to $496.70
from $456.34, an 8.7% hike.

Legislators, primarily Rep. John
Erlenborn, R-Ill., and Sen. Don
Nickles, R-Okla., have tried to
place a 3% cap on annual benefit
increases, but so far Congress
hasn't approved the idea.

The longshoremen's act, which
went into effect in 1928, covers
more than 1 million persons.

washington
FICA tax hike

Another increase in Social Secu-

rity taxes is just around the corner.
On Jan. 1, the FICA payroll rax

will jump to 6.7% of the first $31,800
of wages. The current tax is 6.65%
on the first $29,700.

The latest increase will boost the

maximum annual tax to $2,130.60.
The current maximum is $1,975.05.

Even with this increase, the fund
will remain in financial trouble.

Richard Schweiker, secretary of
Health and Human Services, has
repeatedly warned that Social Se-
curity will run out of money to pay
benefits to 36 million retirees by
late next year unless benefits are

cut or taxes increased even more.

Profit-sharing suit
Three trustees of a Dallas, Texas,

pension and profit-sharing plan
have agreed to pay back more than
$1 million to the plan as Fart of a
federal court consent order.

The consent order settle: a Jan-

uary 1980 Labor Department suit
filed against Theodore Shanbaum,
Ellis Carr and Glenn C. Auerbach,
trustees of Lee Optical Inc. s profit-
sharing and pension plans.

The Labor Department s.tit, filed
in the U.S. District Court for the

Northern District of Texas, charged
that the trustees viola:ed :he Em-

A World of Experience

ployee Retirement Income Security
Act by using money from the plans
to make loans or extend credit to

Lee Op:ical and Dal-Tex Inc., com-
panies which the trustees owned.

ERISA bars employee benefit
plan trustees from making loans or
extend.ng credit to companies in
which they have an interest unless
a specific exemption is granted.

The consent order requires the
trustees to repay more than $1.1
million to the plans in addition to
more than $1 million already paid
back since the suit was filed.

The court order also removes Mr.
Shanbaum as a trustee. Mr. Carr

and Mr. Auerbach resigned as
trustees.

Pension portability
Only 2% of employees covered by

Whether your requirements are local, national or international in
scope, there is one element that can improve any program - focussing
the maximum amount of experience and expertise on a particular
insurance or risk management situation.

The Reed Stenhouse approach is unique. A cohesive team which
draws on a depth of talent worldwide is available to solve any risk
problem without regard to geographic or organizational boundaries.

Our professionals in more than 180 offices in 33 countries-in the
U.S., through 26 offices-are ready toserveyou.

REED STEN HOUSE
The International Insurance and Reinsurance Broking and Risk Management Organization

Australia, Belgium, Bermuda, Botswana, Brunei, Canada, Fiji, France, Greeze, Hong Kong, Italy, Lebanon,
Malawi, Malaysia, Mexico, New Zealand, Papua New Guinea, Philippines, Republic of Ireland, Saudi Arabia,
Singapore, South Africa, Spain, Swaziland, Sweden, Switzerland, Taiwan, Thailand, United Arab Emirates,
United Kingdom, United States, Zimbabwe, Zululand.

single employer private pension
plans can transfer their pension
credits to another plan, according
to a study conducted for the U.S.
Department of Labor.

These 2% of plan participants are
employed by firms that participate
in centrally administered pension
portability networks. These net-
works, each of which covers em-

ployees in a single industry, permit
portability of pension credits for
employees transferring from one
employer to another that partici-
pates in the network.

The networks range in size from
the National Education Plan cover-

ing 775 employees to the TIAA-
CREF plan with 407,000 employees
at colleges and universities.

The study was conducted by
Donald Grubbs of George B. Buck
Consulting Actuaries. •

Claims-made

policies urged
for doctors

NEW YORK-The New York

Department of Insurance is consid-
ering allowing claims-made medi-
cal malpractice policies in the state
for the first time.

The change could come by Nov. 1
when the state Department of In-
surance is to decide whether to

grant rate increases to the two
companies that write most medical
malpractice coverage in the state.

The admission of claims-made

policies is seen as. an alternative to
tort medical malpractice reform
some doctors have called for.

Claims-made policies could re-
duce malpractice insurance costs
significantly-possibly as much as
30%-while providing a high level
of coverage, says Donald Gabay,
first deputy superintendent of the
state insurance department.

The claims-made policy proposal
made by Presley and Associates
Inc., the independent actuary that
has recommended the state ap-
prove a 107% medical malpractice
insurance rate increase, received
mixed reaction from doctors who

attended recent hearings in New
York City and Albany.

Some fear claims-made policies
-which only cover claims that are
filed during the policy period-
would leave them vulnerable to

suits filed years after they have re-
tired or died.

Presently only occurrence poli-
cies-policies that cover all injuries
that occur during policy period re-
gardless of when the clajm is filed
-are written in New York.

Normally those policies provide a
broader range of coverage than do
claims-made policies. But the addi-
tion of a guaranteed tail that would
cover retiring doctors against fu-
ture claims, Gabay says, would pro-
vide the same level of coverage for
less.

The tail would be added at nc

extra cost to the insured.

If the policy is adopted, New
York doctors would have the op-
tion of purchasing either claims-
made or occurrence policies.

While most state officials believ€

a rate increase is imminent, the)
suggest it could be less than the
107% proposed by Presley and As·
sociates, which was hired by th€
Department of Insurance.

The Medical Liability Mutual In·
surance Co., the state's largest un
derwriter of medical malpractic€
insurance with 18,000 members, i.

seeking a 52% increase.
The Medical Malpractice Insur

ance Assn., which insures abou
3,500 practicing physicians in th,
state, has recommended a 357.85
rate increase. I
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Awhite hat doesn't
make you a good·guy ... unless it's the

IIAA White Hat and then it indicates you are a professional. Over
126,000 professionals are eligible to wear the IIAA White Hat with

thedistinctive Big "1"®symbol on it. The Big '1" is the insurance
buying public's means of distinguishing the independent

agent from the direct writer...but apart from that it means
personal service and professionalism to the consumer and a

national network of 34,000 agencies he can depend on when he
needs emergency assistance anywhere in America.

Now that you know how the consumer feels about the IIAA White
Hat, isn't it time you came in and tried one on? Our pro size fits

. all. Besides all the other hats are semipro.

k,· The IIAAWhite Hat gives you clout !

fYOURl ndependent
Insuronce  AGENT

SERVES YOU FIRST
f

4

,/' Independent Insurance Agents of America, Inc.
85 lohn Street, New York. N.Y. 10038

/ Over 126,000 member agents representing 34.000 agencies. More than
250.000 dedicated employees seiving America's insurance needs.

800-221-7916
Call this 24 hour. toll-free number today · In Alaska. Hawaii. and New York State call 212-285-4283 collect.
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ALL
WHEN IT COMES TO MARINE INSURANCE,

MITRE A PORT IN ANY STORM.
Accounts Receivable

Agricultural Equipment
Airplanes
Air Shipments
Ambulance Equipment
Antique Automobiles
Antique Dealers
Antique Furniture
Art Galleries
Aviation

Backhoes
Bailee Customers

Barges
Beacons

Beekeepers' Equipment
Bicycles
Boat Dealers

Box Storage
Bridge Builders Risk
Bridges
Builder's Risk

Building.Materials
Bulls

Cable TV Systems
Cameras

Camera Dealers

Carnival Equipment
Carpet Imports
Cattle
Certified Mail

Charterer's Liability
Chicken

Cleaners & Dyers

Clothing Contractors
Coal Mining Equipment
Coal Preparation Plants
Coins

Cold Storage Locker
Commercial Hulls

Computers
Concrete Plants

Conditional Sales
Floater

Contingent
Transportation

Contractor's Equipment
Costumes

Course of Construction
Crawlers
Cruisers

Customers' Goods
Darns

Deferred Payment
Merchandise

Dental Equipment
Difference in Conditions

Dogs
Dozers

Dralines
Dredges
Dry Cleaners
Drydocks
Equipment Dealers
Excess DIC
Exhibitions

Express Mail

WE KEEP SOM

Farm Equipment
Fine Art Exhibitions
Fine Arts

Fine Arts Dealers

Firearms

First Class Mail

Fishing Vessels
Flags
Flood Lights
Floor Plans

Foreign Insurance
Furniture Warehouseman
Furriers

Furrier's Customers

Furrier's Storage
Furs

Garment Contractors
Golf Carts

Golfer's Equipment
Ham Operators

Equipment
Harps
Heating and Air

Conditioning Install.
Horses & Wagons
Hull Builders Risk

Inboard-Outboard Boats
Inland Marine Floater
Installations
Installment Sales
Intermodal Containers

Jeweler's Block
Jewelry

Laundries

Leased Equipment
Legal Liabilities
Linen Supplies
Lithographs
Livestock

Mail

Manufacturers' Output
Marina Operators
Marine Lighthouses
Marine. Supply Dealers
Miscellaneous Movable

Equipment
Miscellaneous

Structures
Mobile Home Dealers
Motor Boats

Motor Truck Cargo
Museums

Musical Instrument
Dealers

Musical Instruments

N:vigational Aids
Negative Film
Negative Film Floater
Neon Signs
Oc ean Cargo
Outboard Motors
Overseas Warehouses

Paintings
Parakeets

Paraphernalia
Parcel Post

Parking Meters

atternsersonal Articles
Personal Effects

Physicians & Surgeons
Equipnnent

Piers

Pile Drivers
Pollution
Port Risks

Poultry Growers &
Dealers

Press Shops
Processing Risks
Protection & Indemnity
Quarry Equipment
Radio Equipment
Radio Towers

Range Lights
Refuse Receptacles
Registered Mail
Rugs & Carpet Cleaners
Sailbbats

Sailing Clubs
Salesmen Samples
Scientific Instruments

Scrapers
Sewer Installations

Ship Repairers
Sifns
Silverware
Ski Lifts
Solar Panels

Sportsmen's Equipment
Stamp Collections
Stevedoring
Tailor Shops
Tank Contents
Television Towers

Terminal Operators
Textile Machinery

Imports
Theatrical Property
Tools
Tow Boats

Transfer Agents Mail
Transportation B.I.
Transportation of Goods
Trip Transit U&0
Trip Transportation
Tugs
Tlinnels

Undertakers' Equipment
Uniforms

Valuable Papers
Vending Machines
Violins

Voting Machines
Warehousemen

Watercraft Liability
Water Towers

Wedding Presents
Wharves
Wool Growers
Word Processors
Yachts

cG/aetna

#12#B#4/AGENT /

m PRETTY TOUGH CUSTOMmRS HAPPY.
Connecticut General Corporation, Hartford. Connecticut 06152



In one of American International Group's dimly lit
offices, Arthur Phillips, vp, toys with a round wooden
ball, a replica of the global puzzle used to illustrate a
brochure for AIG's 10-month-old world plan.

"This new policy will revolutionize the way busi-
ness is written within the next 18 to 25 months," he

predicts.
"This is nothing but a merchandising gimmick:

Someone has just put a new label on something that's
been going on for a long time," counters a rival, whose
firm markets a "coordinated program" without much
fanfare.

Old or new, the global plan seems to be catching on,
albeit slowly. Nine leading insurers offering the plans
report about 70 sales, most of them recent, in the 15
years since it first appeared on the market.

The idea is that with one policy a multinational cor-
poration can buy uniform global coverage for an
array of risks. Underlying an umbrella or difference-
in-conditions policy are agreements negotiated by the
insurer with locally admitted insurance companies. In
this way, necessary compliance with local regulations
and tax laws is assured.

Previously, multinational companies have relied on
what AIG describes as a "hodgepodge of U.S. and for-
eign policies" bought at random as the companies ex-
panded into different countries.

This patchwork approach was reinforced by the
very structure of the insurance companies, which di-
vided domestic and international operations into sepa-
rate profit centers.

In contrast, the global program combines the insur-
ers' domestic and foreign capabilities to offer multina-
tionals: a wider range of coverage than may be avail-
able in any one location; a uniform level of protection;
freedom from the frustrations of coping with diverse
national customs, regulations, currencies and lan-
guages; and a price that reflects the insurers' eager-
ness to collect large premiums.

This coverage most suits companies that rank
among the Fortune 1,000. In fact, many insurers will
only sell global programs to companies that generate
enough premiums to justify the effort involved.

The Zurich Group, for example, expects plans in-
volving half a dozen countries to cost from $50,000 to
$100,000 in annual premiums.

John Ormerod, assistant secretary of Royal Insur-
ance's international division, sets no minimum, but he

says, "I'd be more attracted to one in the millions."
And AIG mandates at least $1 million in premiums in
exchange for its global services .

For all its advantages, however, the global policy
has had few takers. Many brokers, risk managers and
even some insurers are less than enthusiastic about

the new product. William Crowley, vp in charge of
AFIA's North American operations, points to tax con-
siderations as a key reason for broker trepidation.

Mr. Ormerod adds that brokers who lack interna-

tional affiliates resist the possibility of losing control
.of the domestic side of a multinational account.

"To coordinate a worldwide program, the client
wants the broker to have people on hand around the
world," he explains.

The programs can also be tough to assemble, service
and administer, says Theodore Hoeh, the manager of
Kemper Group's international department.

Often branch managers feel a global plan is not only
more expensive than coverage they can obtain locally,
but that it threatens the relationships they have estab-
lished with local insurers, as well as their autonomy.

"It can go against the profit center concept, which
leaves local subsidiaries responsible for their own in-
surance programs," remarks Mr. Ormerod.

Before they can accept the change, Mr. Hoeh finds,
"they have to be convinced that the corporation comes
out better off."

Global plan proponents insist there is strong, if la-
Continued on page 16
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Old or new, . & Multinationals

global plans ® tt pool benefits
catching on , to cut costs
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NEW YORK-Runaway inflation and a sagging
U.S. economy are prompting an increasing number of
multinationals to pull the reins on their international
benefit costs.

And many are doing so by pooling their employee
benefits programs in one funding vehicle with one
insurer or a group of insurers that are represented in
several countries. If countries demand outside firms

use local insurers, some multinationals reinsure the

native company with a network insurer or captive in-
surers.

Giving one insurer or insurance network the job of
directly-or indirectly-underwriting all worldwide
benefits can reduce corporate benefits costs by as
much as 20% to 25% annually.

Multinational pooling provides companies with a
premium report to aid in cost control, allows the firm
to deal with professionals who know the country in
which it operates and allows the benefits manager to
see where surpluses and losses are coming from, notes
Robert M. Pickrell, president of Multinational Bene-
fits Associates, the U.S. representatives for Insurope
Cos., a European network.

The premium report lists several items:
• Claims paid out for death and disability.
• The surrender value of a resigning employee's

contract.

• Year-end reserves.

• Commissions paid to a broker.
• Local taxes paid.
• What the insurer charged for services.
• What was charged to bear risk.
• Dividends paid out.
While multinational experience pooling of benefits

is not new, more firms, especially smaller multina-
tionals, are finding it also allows for the easy trans-
ferral of pension reserves, which follow an employee
who moves from one country to another.

In addition, many benefits managers are finding
pooling is an effective means of centralizing benefits
operations, increasing the level of benefits they offer
their overseas employees and offsetting some overseas
tariff restrictions.

"Most of the U.S. multinational corporations now
are barely making money in the domestic market, but
they still are making money overseas. So they are be-
ginning to look at their overseas operations to make
sure they don't have the same problems they're hav-
ing here," explains Robert L. Sophia, assistant vp of
Johnson & Higgins in New York.

The success of multinational pooling, some interna-
tional benefits specialists contend, can be attributed to
the fact many benefits managers know they can get a
surplus-dividends-they would not get if they had
not pooled.

And if there's a deficit in one country, a surplus
from another country can be applied to the deficit.

Multinationals in benefit pools also tend to feel less
of the effect of death claims and disability claims.

While there are no universal employee benefits
plans because employee benefits needs vary from
country to country with different social programs as
well as union demands, employers can still pool their
different plans with one insurer to cut costs or tap
various networks to pool particular plans.

"Many U.S. benefits managers have to realize each
country is an entity onto itself," says Mr. Sophia. "You
can't import American ideas. The benefits manager
has to determine what the company philosophy is and
try to adapt its overseas package to fit that philoso-
phy."

Another advantage of multinational pooling, indus-
try officials say, is the crediting of pension reserves of
an employee who dies. In some countries, the pension
would revert to the insurer. Under multinational

pooling, notes Mr. Pickrell, the pension goes back to
the policyholder.

Continued on page 60

British benefit plans
keep growing in variety

Page 63
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Global policies stabilize overseas risks
Continued from page 15
tent, demand for their product.
Rudi Schwarz, the manager of the
Zurich Group's international divi-
sion, sees "undeniable" benefits for
corporate risk managers in a "sys-
tematic, coordinated program."

Mr. Schwarz believes that mul-

tinational companies require the
greater efficiency, cohesion and
stability of a global insurance pack-
age plan.

Among insurers marketing
world plans are American Interna-
tional Group, INA, AFIA, Chubb,
Kemper and Continental.

They are joined by a handful of
foreign-based companies: Royal In-
surance and Commercial Union,
both of Britain, and Zurich of Swit-
zerland.

Here's what their respective pro-
grams offer buyers:

AIG's new Global Accounts De-

partment specializes in master in-
surance plans for multinational
corporations in the United States
and abroad.

AIG is particularly well-
equipped, with 90% wholly owned
offices in 140 jurisdictions.

The firm's representation is
strongest in Europe and the Far
East. It slackens in the Mideast,

where Mr. Phillips terms the politi-
cal situation "difficult."

AIG's global format takes in the
whole shebang: marine, bonds,
aviation, directors and officers lia-

bility, kidnap and ransom and em-
ployee benefits, as well as the ubiq-
uitous property/casualty exposures.
All this can be handled under a re-

trospectively rated plan.
"What we can't write net and

treaty, we'll buy facultative," vows
Mr. Phillips.

The company will cover 100% of
the primary layer of any exposure,
he continues. For a casualty or ma-
rine cargo line, this usually means
a first loss limit between $1 million
and $5 million.

For property, the limits can go as
high as $50 million to $150 million.

Of the 25 accounts he has quoted,
five have purchased a global plan,
and three or four others are pend-
ing. Over the next two to three
years he expects to win 15 to 20 ad-
ditional clients.

At that point, AIG's minimum
premiums written may rise from $1
million to $2 million or $3 million.

"We don't want to dilute the

quality of the service," Mr. Phillips
says. "We want it to be special."

The clientele Mr. Phillips has in
mind will number among the
world's major firms, 25% of which
may be foreign-based.

His department already has
small branches in Britain and Aus-

tralia, with one client each. And

AIG is playing for keeps with these
mega-accounts.

"To make money on a major ac-
count, we really have to write it al-
most permanently. So our goal is
not volume, but to write business
that can be maintained," Mr. Phil-

lips contends.
To develop its global plans,

which can be drawn up in two to
four weeks, the department has its
own 12-member team of managers
versed in different disciplines and
international regions.

Mr. Phillips considers this de-
partment "an effective marketing
tool to induce major brokers to
come to AIG."

It is, in his words, the multina-
tional insurance equivalent of a
"one-stop shop."

AFIA, with locally owned of-
fices in 85 countries and domestic

coverage available through its
seven member companies, cer-
tainly has the wherewithal to spon-
sor a global plan.

Although spotty in Africa, the

company has solid representation
in Latin America, Europe and
throughout Asia.

But AFIA's management isn't
sure it's worth the bother.

"I think the jury is still out on
global programs," comments Wil-
liam Crowley, vp in charge of
AFIA's North American opera-
tions. "There haven't been many
written today, so we deal with it as
simply another option. When AIG
came up wth this product, we had
to compete."

Unlike AIG, AFIA has no spe-
cific department for global ac-
counts. However, each member

company has established a contact
person to coordinate such policies.

The company is prepared to
write all risks, on a retrospectively
rated basis, and accident and health

programs under a global policy.
However, most clients are going for
straight casualty or property lines,
according to Mr. Crowley.

The global program, he says, can
take from one to three months to

put together, based on the amount
of on-site inspections needed and
the internal coordination involved.

"The industry has people
brought up on either domestic or
international," points out Mr.
Crowley. "You're crossing lines
here, so it may take more time to
put together."

So far, AFIA has had about 15
submissions and written seven or

eight of these policies. That the
company requires no minimum
premium is reflected in policies as
small as $75,000, with deductibles

Continued on next page

Photo: Stuart Emmrich

AFIA's William Crowley says the jury is still out on global plans.

Local Currency
PensionPlans.

MadeSimple.

1



S

Continued from previous page
of $25,000. As a rule, though, ma-
rine and casualty insurance limits
tend to range from $1 million to $5
million, with property risks in-
sured to "any limit," says Mr.
Crowley.

The company markets exclusi-
vely to brokers.

INA launched its global program
in March, covering all lines. The
company spans 140 countries, with
the bulk of its non-U.S. offices con-
centrated in Europe.

"We own 100% where the law »

permits," comments John Morri-
son, the president of the interna-
tional and special risk division. "In
South Africa, Central America and
some Asian countries, you have to
name local partners."

So far, INA has received 20 sub-
missions and sold 10 global ac-
counts. In addition, the company
has identified 50 prospects and ex-
pects to have more than 150 clients

signed on by the end of 1982.
"Too restrictive" is Mr. Morri-

son's opinion of minimum pre-
mium requirements. Of the cash-
flow plans INA offers, most are res-
trospective rating plans.

Although he takes pride in hav-
ing just written a $500 million-limit
property cover, most of INA's first-
layer limits fall range from $20
million to $50 million. Marine cov-
erage can go to $50 million and up.
And property exposures generally
range from $100 million to $200
million, using reinsurance.

Mr. Morrison finds accounts tak-
ing large retentions that can be
protected with a blanket aggregate:
'They want some large cover like a
stop-loss on retentions, if they run
into major losses in a given year."

In contrast to some of his rivals,
Mr. Morrison finds brokers are

looking for global multiline mar-
kets.

"We see this as practically the
major thrust for the larger insur-

Local currency pension plans aren't simple.
Plans must conform with local government
requirements and your employee benefit
objectives and philosophies. And for multi-
national companies, large or small, all this can
get very confusing.

GMD Simplifies
Through the Group Management Division
(GMD) of American International Group,
you can gain access to our unique organiza-
tion which operates in over 130 countries and
territories through our network of wholly-
owned-or wholly-managed worldwide
companies. All of them staffed by local
professionals in the countries in which they
work. Professionals who know their country's
changing requirements and customs. All of
them reporting directly to our headquarters
in New York. Then we report to you.

By working closely with you and our own
international facilities, we're able to simplify
each of your pension plans.

With a professional staff in just about any
country in which you'd be likely to establish a
pension plan, we can help you overcome
tangled legal and language obstacles by putting
our local expertise to work for you.

GMD will assist in preparing your plan to

M
A Division of American International Group

Minimum premium base
requirements are restrictive,
says INA international division k
President John Morrison.

ance buyers," he says, noting that
INA has made the global plan a pri-
ority for both its international and
special risk divisions.

The chief contenders for this
market, Mr. Morrison says, are his
firm and AIG. "We both have
strong domestic and international
operations. AFIA is strong interna-
tionally, but it's not really a domes-
tic company."

He notes that Continental must
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rely on Pheonix for global spread.
Conversely, Royal and Commercial
Union are strong outside the
United States, but, "I don't have
any sensation of how they are do-
mestically," Mr. Morrison says.

COMMERCIAL UNION boasts
strong representation in Europe,
the Orient and North America.
"We haven't got too many holes,"
quips Steven Foster, manager of

conform with local laws. And we'll wadethrough
the complex foreign legislation, facilitating the
establishment of pension plans for your overseas
employees.

We've been doing it successfully for companies
like yours for years.

In fact, we're proud of the many people around
the world now receiving benefits from us in
drachmas, francs, marks, dollars, pesos and
virtually any other currency you can name.

GMD. Your Convenient Single Source.
GMD underwrites local currency pension plans
in more areas of the /orld than any other
insurance organization. So, whether you've ten
employees in some remote Far Eastern location
or thousands around the world, you can bring
them all together through your convenient single
source-(}MD.

Find out more. Call Mr. C.C. Gamwell III,
Vice President, at (212) 770-5060 or 770-7407.
Or mail the coupon below.

Group Management Division
American International Group
70 Pine Street

New York, N.Y. 10270

Please send me more information on:

O Local Currency Pension Plans (Specify country
or countries )
Il TCN Pension Plans Il Local Currency Group
Life/Hospitalization Plans Il International Pooling

Name Title

Company

Address

City

State Zip

Telephone ( )
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the international risks division.

Through direct control or via
"friendly companies" where na-
tionalism prevails, Commercial
Union has ties in 82 countries.
While the international risks de-
partment is in the British-based
firm's headquarters, Mr. Foster de-
velops U.S. multinational accounts
and services foreign multinationals
out of New York.

CU's coordinated accounts gen-
erally require annual premiums of
$600,000 to $700,000, depending on
each client's size and principal
business. Equally, the limits' for a
high-hazard exposure might be $50
million, compared to $150 million
for a highly protected risk.

Because of the different expira-
tion dates of a multinational's poli-
cies around the world, Mr. Foster
believes it could take seven months
to three years to achieve a unified
global program.

Acknowledging that the global
plan has been "slow catching on,"
Mr. Foster says Commercial Union
is "seriously considering some form
of promotion." His company deals
with brokers in conjunction with
risk managers.

CHUBB directly controls 26% of
the facilities in up to 100 countries
encompassed by its global plan.
Since 1978, Chubb has offered this
kind of program, writing 25 of the
50 to 75 submissions it has received.

On a worldwide basis, Chubb can
write ocean and inland marine,
property, business interruption,
casualty, accident and crime insur-
ance. It takes two to three weeks
for the insurer to develop a global
cover, "depending on the adequacy
of the underlying information,"
says Henry Parker, director of the
international department.

Unlike many of its competitors,
Chubb has targeted its global plan
to mid-sized, mostly high-technol-
ogy businesses with sales of $75
million to $500 million. "We're
looking at companies in the For-
tune 2,000; we're not looking to
shake any trees," remarks Mr.
Parker.

A typical policy for bodily injury
and property damage combined
might start with a primary layer of
$1 million, with excess layers of up
to $10 million and a deductible of
$25,000 to $50,000 for third-party
property damage only, explains Mr.
Parker.

Currently, Chubb has no special
department to handle this type of
coverage, though "we might form
such a department," says Mr.
Parker. "We don't have an expen-
sive, upfront, special unit sitting on
its hands waiting for business. Our
people carry water on both shoul-

Continued on nezt page

Share in the
$82.7 million
savings in
workers' comp
Texas coverage.
Here's how. Just separate your
Texas coverage from your
national workers' compensation
coverage. And place the Texas
portion with us, Texas
Employers'. Even though the
state of Texas sets rates for all
carriers in the state, we're
allowed to pass savings from
operational efficiencies and loss
reduction back to our
policyholders. Thus, the $82.7
million reward in 1980. Learn

Flow you may get your share of
the reward by calling our
National Accounts Division at
214/653-8100.

Texas ErnPLovems

insumanceAssociaTIon
P. 0. Box 2759

Dallas, Texas 75221

Employers Insurance of Texas:
Texas Employers' Insurance Assn.
Employers National Insurance Co.
Employers Casualty Co.
Employers National life Insurance Co.
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Insurers sell global packages
Continued from previous page ternally and to brokers.
ers."

KEMPER's worldwide master

program is handled by Seven Con-
tinents Insurance Co., a Bermuda-
based firm it shares in common

with seven other foreign com-
panies. Through 20 other com-
panies around the world, Kemper
sells coverage in 67 countries,
though it has offices in eight.

Depending on local conditions, a
new program can take a month or
more to put together, notes Theo-
dore Hoeh, the manager of
Kemper's international program.
One local buyer, for example,
never upgraded the values of his
property. So a multimillion-dollar
facility was insured for half value.

Through its worldwide program,

Kemper will cover property/casu-
alty and marine risks "We'11 work
with the client and the broker to
accommodate this form to their

program." adds Mr. Hoeh.
Kemper reports rates between 3

cents and 4 cents per $100 of value
and up to 10 times that for an all-
risk global program. It offers up to
$150 million in capacity, with de-
ductibles of $1,000 to several mil-
lion dollars.

Started in 1978, the program's
growth has been "modest," accord-
ing to Mr. Hoeh. "We've written a
few very large accoums this year,"
he says, allowing that there are no
more than five such accounts pres-
ently in hand.

For the moment, Kemper has no
literature available on its program.
But, it is promoting the notion in-

CONTINENTAL started its

global policy 18 months ago, break-
ing the traditional barriers that
stood between its foreign and
North American facilities. Now,
through one policy, Continental
will write the full range of prop-
erty/casualty covers, from boiler
and machinery to directors and of-
ficers, for multinational operations
in 70 countries.

Only three or four companies
have opted for the Continental's
global cover so far, says Martin
Farrel, vp in charge of the interna-
tional department, but two more
policies are in the works. Putting a
global cover together takes Conti-
nental roughly 90 days, he says.

The company coordinates its

TO
BUNDLE
OR NOT

TO
BUNDLEl

At last that option is yours. With CU Special ment, rehabilitation, loss statistics and analysis,
Risks you can buy a complete insurance and risk captive management/reinsurance, environmental
management program or any of the parts as you risk assessment or others, one, several, or all of
need thern. these resources are available to you on a national or

Increasingly, you are considering the use of international basis. And provided by an impressive
self-insurance in conjunction with excess protection group of professionals.
and risk management services, and 1mow how frus- To bundle or not to bundle, that is your option
trating it is to buy and pay for services you simply from CU Special Risks.
do not require. That's the way it used to be. But r---- -------9
not anymore.

With CU Special Risks, whether it's transfer of ; l For more information, have your agent or

risk or the services of risk control, claim manage- AP4 broker contact us, or fill in this handy coupon and 
j 1 mail it to us right away. We'll show you a bundle 444if of ways CU Special Risks can work for yots.

CU Special Risks  I Name: 
"Meeting thechallenge of change."  Street:

City: State: Zip:

 Telephone·
 MAIL TO: CU Special Risks One Heritage Drive

Quincy, MA 02269
<617) 78&2232 f

LI.---- ---------

CU Special Risks · One Heritage Drive · Quincy, MA 02269

multinational covers with its 23%
owned affiliate, the Phoenix Assur-
ance Co. Through this connection,
the largely U.S.-based firm can ex-
tend its service to 70 countries.

To encourage sales of global ac-
counts, John Ricker, Continental's
chairman, started an internal in-
formation center that "alerts us to

accounts that could benefit from
this approach," Mr. Farrel says.

ZURICH of Switzerland for the

past four years has offered two
global models-one for liability,
with some contingent auto risk,
and one for property and business
interrruption insurance.

So far, Zurich's clientele has
been strictly European. On the cas-
ualty side, Rudi Schwarz, the inter-
national division's Zurich-based

casualty manager, has seen 15 or 20
submissions and written a dozen.

Buyers have generally been chemi-
cal or engineering firms.

What he terms a "good standard
industrial company," with plants in
Germany, the United Kingdom,
France and Australia, might buy an
umbrella with a difference of con-

ditions coverage for $10 million or
Inore.

The deductible, which would
probably be handled by the cor-
poration's captive, could be as low
as $5,000, although Mr. Schwarz
would prefer $25,000. Such a pack-
age would take Zurich two to four
weeks to assemble for its clients.

The insurer is promoting its
global program among brokers and
directly to clients, Mr. Schwarz
adds. Zurich stresses its interna-

tional operations in 100 countries
and its direct control over both its

U.S. and its foreign offices.

ROYAL INSURANCE is

among the affiliates in more than
80 countries that make up London-
based Royal Insurance Co.'s inter-
national network. With no specific
department or marketing program,
Royal, nonetheless, claims to have
a following for its global plan.

"We write General Motors and

two major oil companies," boasts
John Ormerod, the assistant secre-
tary of the international division in
New York.

Royal's competitive advantages,
as he sees it, are a "better control of
statistical quality" and "more con-
trolled local companies around the
world" than AIG, INA, and Conti-
nental.

The No. 1 property/casualty in-
surer in Canada and the United

Kingdom, Royal claims to be the
largest seller of commercial insur-
ance in Australia and to have

strong operations in the Nether-
lands, South Africa and parts of
Latin America.

The company specializes in casu-
alty risks but sells property, marine
and workers compensation insur-
ance. It does not provide benefit
packages or handle more exotic
risks, however.

As a standard worldwide pro-
gram, Mr. Ormerod envisions a cas-
ualty insurance program with auto
and general liability, including
products, employers liability and
workers compensation coverage for
a general manufacturing company.

The limits can be "as much as the
reinsurance market will bear," says
Mr. Ormerod, while the deductible
would be $100,000, given the likely
participation of the corporate cap-
tive.

Such a program can take a
month to several years to put to-
gether, "depending on the power of
the risk manager," says Mr. Or-
merod. Royal sells this service
through brokers and has no partic-
ular marketing effort underway.

"We view it as one of the prod-
ucts we have on our shelf," he con-
cludes. •
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Kansa is an internationally-oriented
Finnish multiline insurance group. Kansa opera-
tions are based on professional skill, up-to-date
monitoring systems and imaginative decision-
making.

Solvency, based on wide-ranging
domestic operations and on a par with inter-
national standards, provides a sound foundation
foroperations.

Kansa is a good partner. Solid, reliable
and honestly Finnish: And prompt in settling
claims.

Headquarters:
Hameentie 33

RO.Box 78

SF-00501 HELSINKI 50
Finland

Phone:73161

Telex: 12-2209 kansa sf

Overseas offices:

Bermuda
Bott&Associates Ltd.
HAMILTON

Canada

Jevco Insurance Management Inc.
TORONTO

Hong Kong
Alliance Underwriters Limited

Mexico

Refinla S.C.
MEXICO CITY

Panama

1<ANLA

PANAMA CITY

1<ANSA GIVES YOU THE

KEY FOR TOP CLASS

SECURITY: SOLVENCY,
EXPERIENCE

AND PROMPT

ACTION.
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Cheap rates common around the globe
Corporations ready for a gl)bal

insurance package should buy -iow
because rates are low and insurers

are getting cranky.
''Rates are low evervwhere

now," bemoans Theodor 2 Hoeh,

manager of Kemper Grouz's inter-
national department.

A look at current pricing trends
presents an interesting picture, n-
deed. Rate-cutting, spurred oy
cash-flow underwrit.ng and over-
capacity, prevails. And the result-
ing low prices hardly seem fit to
contend with inflationary losses
that hobble investment income, _n-

surers complain.
The cheapest rates, they say are

in Australia, followed by Canada
and Germany. Germany has par-
ticularly low fire rates.

In Canada, Germany, H31.and
and, powibly, France and Belgium.
"the whole industry is in an inder-

writing deficit," according to Jack
Lancaster, the president of Ameri-
can International Underwriters,
the foreign wing of American In-
ternaticnal Group.

"I don't know which is worse,

Canada or Australia," muses John
Ormerod, the assistant secretary for

the international division of Royal
Insurance, Canada's leading prop-
erty/casualty firm and a significant
presence in Australia.

"Canada has been bad for at least

three years, and Australia has been
deteriorating for the last few years,
too.

"In Australia, hundreds of insur-

ance companies have come in," he
continues. "They are all waiting for
the day when the mineral business
explodes. And that's why rates are
so bad."

While rate-cutting is a common
denominator around the world, in-
surers differ on the universality of
cash-flow underwriting.

Rudi Schwarz, the manager of

the Zurich Group's international
division, argues that European in-
surers are less prone to cash-flow

underwriting than their U.S. coun-
terparts. They are limited not so
much by principle as by practical-
ity, he says.

European insurers lack the li-
quidity generated by the U.S.
workers compensation and auto-
mobile liability insurance business,
which provides domestic insurers

2'*M46**t ,
,t; C ,b

4i

-44 4%11/

Ted Hoeh

with a huge premium volume tied

to long-tail risks, he says.
And even if they had the avail-

able capital, comparable high-in-
terest paying investments are sim-

ply less prevalent in Europe. "We
don't have the same options," he
says.

"Foreign insurers do cash-flow

underwriting," counters Mr. Lan-
easter. "The state of the market

here and abroad offers high inter-
est rates," he says, pointing to
Chile's 36% rates, for example.

In any case, the U.S. companies'
propensity for cash-flow under-
writing doesn't translate into price
cutting abroad, it's generally
agreed.

''U.S. insurance companies
operating in Europe have their re-

serves in European currency,"
notes Mr. Schwarz. "So they're
competing on the same footing as
US."

Faced with the prospect of a con-
tinued competition in many parts
of the world, insurers told Business

Insurance they were determined to
hang tough.

"We have an expression, 'beating
averages,"' says Mr. Ormerod.
"We're staying in these markets."

Still, for every company that
beatsthe averages, another one
falls below.

"Sooner or later, cash-flow un-
derwriting has to stop," says Mr.
Lancaster. "A multibillion-dollar

disaster would shake things out in a
hurry.

"Apart from that, three to four
years of poor underwriting experi-
ence will lead to a negative cash-
flow position. Then they'll have to
sell their bonds at depressed prices,
and that could happen."

And that would be the end of low

global rates. .
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In addition to old and familiar perils, insurance
companies today must cope with large and unusual
risks borne of technology and inflation.

General Re stands behind its clients with

innovative reinsurance solutions to today's risk
problems.
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General Re
America's Largest Retnsurer

© 1981 General Reinsurance Corporation. 600 Steamboat Road. Greenwich. Connecticut 06830

Atlanta. Chicago. Columbus. Dallas. Des Moines. Hartford. Houston. Kansas City. Los Angeles. New York. Philadelphia. Washington. San Francisco. Seattle.
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A disaster doesn't have to strike your company to
have a disastrous effect on your profits.

All it has to do is keep your main supplier from
supplying you or keep your main outlet from taking

-r
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in your shipments, and you've got a problem.
That's why Continental provides solutions like

Contingent Business Interruption insurance. A cov-
erage which ensures that your profits won't be shut
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down even if the companies you depend on are.
Of course, if fire or some other peril actually does

strike your business, we can help there, too. By
keeping your usual income coming in while repairs

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

What's more, to make things even easier for you,
we've combined these two coverages with several
others to create a single Comprehensive Business
Income protection package. Which is, quite simply,
the simplest, most inexpensive way there is to pro-
ted your company's profits, and help take care of
expenses if you have a loss.

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

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

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

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

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

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

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

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

The
Continental
Insurance

Companies
© TCC 1962

subsidiaries of The Continental Corporation
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Multinational brokers offer variety of services
By STACY SHAPIRO

LONDON-You don't have to

use master policies or global ac-
count underwriting to line up an
integrated international insurance
program, multinational brokers
will tell you.

You can let the multinational

broker with multiple fore.gn of-
fices create a coordinated program,
tapping local insurers, they claim.

The international departments of
Marsh & McLennan and Alexander

& Alexander-both developing as
larger multinational brokers
thanks to new links with London-

based brokers-can organize a
multinational package that obtains
the best prices in different areas of
the world, they say. And they have
local experts in their local offices

who know how to wade through
books on foreign insurance laws
that are 6 inches thick.

"It's one cf the reasons for the

formation of Marsh & McLennan

World Services," said Gilbert

Cooke, group managing director
for C.T. Bowring and a member of
M&M's board of directors. "If ycu
have a multinational account, the

total resources of the Marsh Group
are available in each country."

And Alexander & Alexander

Services President John Bogardus
also believes that its pending acqui-
sition of Alexander Howden GroLp
Ltd. will give multinationals that
kind of support.

"Insurance is crossing boundaries
at an increasing pace," Mr. Bo-
gardus said. "It's just a global busi-
ness and you can't participate (as a

broker) unless you have the physi-
cal presence."

The independent foreign broker
with various contacts in other

countries around the world might
argue with that.

Insurance for the Cartier dia-

mond empire, for example, is
placed by the French broker So-
ciete Intercontinentale D'Assur-

ances Pour le Commerce et L'In-

dustries. It placed more than 20% of
the overall package worth hun-
dreds of millions of pounds with
London brokers Lowndes Lambert

Internaticnal Ltd.

Unfortunately for Lowndes
Lambert and its market, two days
after it clinched part of the Cartier
deal in July, 1.5 million pounds
worth of :ewels were stolen from a
London shop. "The loss was in ex-

.ess of the premium," said Derek
Gillham. international director of

Lowndes Lambert.

But other multinational packag-
ing has been successful for one in-
ternacional group of Lowndes
Lambert. Recently, the Grand Met-
ropolitan Hotel Ltd. acquired the
Ligget Group Inc. and also the In-
tercontinental Hotels Corp. of Pan
American Airlines. The fire, liabil-

ity, motor and other policies are
placed for Grand Met by Lowndes
Lambert, and insurance for the two
acquis.tions is now being placed in
the American market by Frank B.
Hall & Co. under Lowndes Lam-

bert's suggestion.
"It may work out cheaper at the

moment"Mr. Gillham said. "We
need to look at i:."

Lowndes Lambert's approach to

Tren*itk has:earned a reputation as a
leader in developing new reinsurance products
reinforced by traditional risk taking.We make
a market in untraditional ideas.

Trenwick Reinsurance Company, Ltd„ RO. Eox 462, Bank of N. T. Butterfield & Son. Ltd.. (Branch). Church Street F.st. Hamiltin 5. Bermuda. (809; 295-3C09. Te.ex: 3640

worldwide risks is to "go in and
find loopholes, make suggestions
and tend to end up with what they
think we need, and what the exist-

ing broker needs," he said.
Not all risk managers seek that

approach.
The motto on international risk

management from A.E. Fowler,
head of the insurance division at

Shell International Petroleum Co.

Ltd. in London, however, is: "Place

as much as you can with your own
insurance company and then rein-
sure."

Shell uses its two captives, one in
Bermuda, in its insurance program.

The "insurance company," as Mr.
Fowler likes to call the Bermuda

captive, was set up back in 1919 and
gets much of Shell's risks. But
about 30 million pounds of pre-
mium stays in the London market,
and risks like the huge Statfjord B
oil platform in the North Sea take
up the worldwide market (BI, Sept.
14).

But Shell doesn't force its subsi-

diaries into a centralized program.
"It's a loose structure," Mr. Fowler

said. "We have insurance arrange-
ments which the group companies
can take up if they want to."

Referring to protectionist insur-
ance laws Shell companies can en-
counter in other countries, he said,

"You can't tell companies else-
where what to do. Each company is
operating in a different state and
they have to abide by local country
requirements."

Mr. Fowler only handles Shell
International policies; Shell's U.S.
subsidiary handles its own policies.

The global policies that London-
based risk managers can plug into
are mainly in the general liability
field, said Mr. Fowler, excluding
workers compensation, which is
done locally.

Multinational insurance pack-
ages, however, are becoming in-
creasingly common as insurers
spread international boundaries.

American International Un-

derwriters, a part of American In-
ternational Group, promotes its po-
sition in 140 countries around the

world. "This ensures uniformity of
cover, plus all the benefits of local
premium payment, on-the-spot
claims handling and risk-control
sevices," AIG says.

"Or you can buy insurance lo-
cally and then buy excess cover
over the whole thing," said Carl
Bach, director of AIU (London)
Ltd.

The master policy, called the
Global Accident Protection, is
multi-jurisdictional and accounts
for currency differences between
the home office and the interna-

tional subsidiaries.

"The issuance of a master policy
enables the company's risk man-
ager to know exactly the scope of
his international coverage, whilst
being confident that the locally is-
sued policies are in line with the
master policy, and yet conform to
local requirements," the policy
says.

When the GAP policy came into
existence about seven years ago, it
was primarily to centralize liability
coverage in the home office. The
oil companies like Shell and British
Petroleum bought something like
$500 million in primary and excess
liability layers for their global
structures. Captives can be in-
cluded in the multinational pack-
age, so the policies vary from com-
pany to company.

"We're flexible and we try to de-
sign our programs to the individual
companies," Mr. Bach said. "If the
home office wants to know every
cent that's been spent, we can pro-
vide them with that information."

AIU's new global account under-
writing, however, is handled out of
New York (see story, page 15). .
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Intel's story

Global package raises coverage, cuts costs
By LISA BERGSON

If you are tired of patching the
holes in a piecemeal international
insurance program, a one-insurer
global package may be the answer.
It worked for Intel.

"I got lazy, that's all," says Gary
Toms, the risk manager of Santa
Clara, Calif.,-based Intel, who
opted for a global plan three years
ago.

"I got tired of having 25 policies,"
he explains. "You didn't know
where you were."

Intel ranks 336th on the Fortune

500 list, with 1980 sales of $854 mil-
lion, quite a jump from $140 million
in 1975.

About 5,000, or one-third, of

Intel's employees and all of its as-
sembly plants are offshore. As a re-
sult, Mr. Toms' domain has grown
to 250 locations, among them such
far-flung places as Malaysia, Bar-
bados and Sweden.

Intel's entire operation is pro-
tected by a a single difference-in-
conditions plan with underlying
policies for countries that require
coverage from local admitted in-
surers.

The global package's design is a
classic of multinational insurance

programs, experts say. The Intel
policy helped set the standard for
AIG's new Global Accounts De-

partment, according to Arthur
Phillips, vp in charge of that divi-

' I got tired of having 25 policies. You
didn': know where you were,' explains
Intel's risk manager Gary Toms.

sion.

Among the benefits of the world
plan is Intel's discovery that it
could lover its limits, which were
originally set at $250 to $200 mil-
lion. "AlG found that our maxi-

mum probable loss at any location
is $200 million," points out Mr.
Toms.

The DIC policy includes a
$100,000 deductible and the under-

wm. H.  GEE&co,inc.
Established 1887

1 i

lying policies also have deductibles,
ranging from zero to $100,000,
based on the availability of credits
in different nations.

As highly protected risks, Intel
enjoys "substantial" savings under
the AIG plan, which would not be
available from local insurers over-

seas, Mr. Toms notes.

"Foreign insurance companies
don't give us credits for things like

72pza,123,4
'

Security Insurance Company of Hartford Since 1894
St. Paul Fire and Marine Insurance Co Since 1902
Sun Insurance Company of New York Since 1924
Marine Indemnity Insurance Company of America Since 1945
Royal Exchange Assuranc6 of America, inc. Since 1945
Taisho Marine and Fire Insurance Co., Ltd. Since 1957
The Monarch Insurance Company of Ohio Since 1965
The Camden Fire Insurance Association Since 1974
General Accident Fire and Life Assurance Corp., Ltd. Since 1974
Millers National Insurance Company Since 1974
Peerless Insurance Company Since 1977
The Baloise Insurance Company Of America Since 1978
Providence Washington Insurance Company Since 1981

'and hom 1887 to 1952
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Branch offices in principal cities
'4*13 fip of the United States and Canada

sprinklers and so on," Mr. Toms
explains.

The global program cost Intel an-
nual premiums of $825,000 in 1981
on a property replacement cost of
$550 million, compared to $874,000
paid on a replacement cost of $260
million in 1979.

Under the world plan, which be-
came effective in 1980, Mr. Toms

gloats, "We cover over double the
property at essentially half the
cost"

The global plan also offers Intel a
uniform, seamless cover as opposed
to the "holes" that Mr. Toms found

in his prior policies, lapses that
often showed up at the worst possi-
ble moment.

Intel's experience in the after-
math of a 1975 fire in Penang, Ma-
laysia, was the initial impetus for
the switch.

Conflicts between AFIA, Intel's

property insurer, and Factory Mu-
tual, the business interruption in-
surer, over who bore what portion
of the $6.5 million loss left Mr.
Toms and Intel seeking a better
way to handle their future interna-
tional losses.

"I told my broker I didn't care-
who did it, as long as he found
someone who would write one pol-
icy," he remembers.

Soon after, in 1976, AFIA can-

celed Intel's policy, and the com-
pany shifted its international risks
to AIG.

"So they already had that part of
the risk," recalls Mr. Toms, ex-

plaining how AIG came to under-
write the whole program.

Intel's transition to the plan was
further smoothed by Mr. Toms'
complete control over corporate
risk planning.

"That's essential to implement
this kind of program," he says.
"You're going to be setting levels
for what each office can buy.

"A local manager may feel it's
too low, if he doesn't realize there's
double coverage. Or he may have a
friend who is a broker, and the

program goes astray."

Generally, the risk manager re-
views all the claims that are re-

ported by Intel's plant managers
around the world.

"We handle their claims through
AIG's office here," Mr. Toms
explains.

The exceptions, of course, are
claims that occur in regulated areas
where local handling of claims is
required by a country's insurance
regulations.

In those cases, Mr. Toms main-

tains authority over the final settle-
ment and leaves the paperwork to
the regional broker.

The only drawback in turning
Intel's domestic risks over to AIG

was the insurer's engineering staff,
which imposed different criteria at
various locations.

"We were trying to standardize
our facilities, so we used the bro-

ker's engineering inspection staff
instead," he notes.

Other than that, Mr. Toms says,
"the service has been good."

While Intel gets by with one in-
surer, it uses two brokers. "We de-

ci(led to split our lines because we
need more service than we can get
from a single broker," he remarks.

Rollins Burdick Hunter, the

global plan's midwife, now handles
international liability coverage,
and Frank B. Hall oversees world-

wide property risks.
So far, Intel has had no occasion

to put its new system to the ulti-
mate test but, in the event of a

major loss, Mr. Toms expects claims
handling to take half the time it
took under the old, fragmented
program. •



Multinational insurers face regulatory maze
When it comes to insurance, the

world is a minefield of restrictions,
legal complexities and political im-
peratives, subject to change at any
moment. . .without notice. This can

prove treacherous not only to mul-
:inationals and their insurers, but
also to local markets riddled by
.self-defeating regulations.

Nonetheless, the growth in world
nsurance .markets has proven too
:empting for U.S. insurers to ig-
nore. And many have come up
withinnovative_ways.of.Darticipat-

In France, as in Norway, work-
ers' compensation falls under the
aegis of the state social security sys-
tenn.

The developing countries, in-
cluding Mexico, are more uniform,
though hardly more constructive in
their approach.

"A very limited stage of develop-
ment in the majority of Third
World markets is characterized by
a spate of restrictive measures that
aim at safeguarding local interest
and trying, abole 011, to prevent

of Royal Insurance's international
division, replies, in one word,
"carefully."

Mr. Vergna notes, "The foreign
shareholder-insurer supplies the
local associate with expert support,
professional staff-training, and
often management in exchange for
special agreements or privilege in-
surance treaties."

"In this way," he adds, "possible
restrictions on direct writing can be
easily bypassed, with the local
company. . .channeling a substan-

-

tial portion of business to the rein-
surer." In Zaire, for example,
where the insurance industry is na-
tionalized, Royal has carved out a
niche as a reinsurer.

In Brazil, American Interna-
tional Group's outpost "still makes
a profit," in part from commissions
garnered from the state reinsurer,
says Jack Lancaster, president of
AIG's American International Un-

derwriting.
Help in keeping track of national

developments is available through

AFIA's Worldwide Insurance

Guide, which gives information on
conditions and regulations af-
fecting property, general liability,
work comp, automobile, marine,
boiler & machinery, surety-fidel-
ity-crime and accident and health
insurance in 94 countries.

Royal also publishes an excellent
guide, the International Directory
to insurance requirements in more
than 100 countries, which provides
details on legislation and prop-
erty/casualty and marine lines. .
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stability of offshore insurers, investment
opportunities and underwriting opportunities.
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Political

markets
By JOHN W. MILLIGAN

NEW YORK-Political unrest in

far corners of the world, coupled
with a downturn in the world

economy, is creating new demands
for political risk insurance.

Many U.S. firms, especially small
and medium-sized companies, are
seeking protection against the
perils of doing business in an unset-
tled world.

And the U.S. insurance industry
is responding.

Two insurance companies have
started writing political risk poli-
cies since the first of this year. A
third-AFIA-may enter the race
soon.

U.S. insurers offering such cov-
erage are the American Interna-
tional Group, Insurance Co. of
North America, Chubb & Son Inc.
Group and Continental Corp.

The oldest political risk insurer is
AIG, which has offered the cover-

age the past eight years.
Chubb and Continental have

been in the market since about the

first of this year, both responding
to the line's potential profitability
and requests for coverage.

Where is Greenwood, Indiana?
The LEADING Benefit Consultants and Administrators know!

So do the LEADING Agents and Brokers!

WHY? Because of our diverse, competitive and expanding
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• Complete Package for Savings & Loan Assns.

Bonds, D & O. E & O, K & R, Mortgage

Impairment. Safe Deposit. etc.

• Product Exlortion Insurance

• Professional Athletes' Coverage
Individual Players
Teams

i Reinsuronce Services

Consultation

Treaties Placed

Automatic or Facultative

Individual or Group
Life or Health

FOR MORE INFORMATION ON ANY OR ALL OF THE ABOVE, CALL OR WRITE:

'1, aL -
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TOM FOLDS

Vice President

BROUGHER AGENCY, INC.
Lloyd's London Correspondent
P.O. Box BAI

Greenwood, Indiana 46142
(317) 535-8212/TWX 8102602230

risk coverage
, demand grow
AFIA is testing the waters fcr the

same reasons and may join them
within the next year, said WiLiam

F. Crowley, vp of the insurer's
North American division.

Each market notes that many of
the requests for Tolitical risk cover-
age are coming from small and me-
dium-sized companies that are
seeking the protect.on for the first
time.

Chubb has seen an even spli: be-
tween smaller firms and the large
multinationals, said Robert Frank,

manager of polizical risk.
Smaller comian.es-some han-

dling their first international
project-are concerned that a sub-
stantial loss could wipe them out,
he said.

Recent €veni in nations like

Iran, Syria Poland and France-
examples of polit.cal tension or
economic uncer:ainity-are mak-
ing American companies a little
jumpy.

The greatest risks, said Duane
Allen, assis-ant Gre:surer in charge
of risk management for Cleveland-
based Hanna Mining Co.. are in-
ccnvertibility cd capital anct out-
right expropr.ation of physical
assets. Hanna owns extensive min-

ing operations .n Colombia, Brazil
and Guatemala.

Inconvertibility, which is more
frequent tut less severe occurs
most often in Foor Third World
countries that do not have enough
currency for foreign exchange.

Expropriation-a tougher ease-
happens less often but is far more
deadly.

But the absolute worst, Mr. Allen
said, is a combination of the two.

"They take your property and
give you something you can't re-
tu rn," he said.

Such catastrophes also may
strike with little warning.

Iran locked "as safe as any place
in the Mideast before its revolu-

tion came crashing down on U.S.
interests there, Mr. Allen said Yet
"eight months later it was gone,"
and this rapid :urnaround shook
the confidence of many U.S. com-
panies.

This assessment is supp)rted by
the experience at Chublo, where
Mr. Frank said :he most requested
coverage is for e>:propriation for

nationalization.

An area where U.S. companies
are seemingly Lnderprotected is
not the headline makers like ex-

propriation, bur rather the smaller
and more frequent risks like incon-
vertibil-ty and loss of an export li-
cense due =o some action by a for-
eign government

Companies with large receiv-
ables from Dverseas operations are
"foolish" nit to purchase some type
of export or credit risk insurance,
yet tha:'s exavtly what some of
them fail to do, said Frank Boy-
land, vp of Alexander & Alexander
Services Inc

Many multin:tionals are more
concerned about "catastrophic situ-
ations" anc fail to see credit risks as

part of the risk manager's concerns,
he said Ar.d the risk manager at
such a company consequently pays
little attention to credit risks.

"He couldn't care less about ex-

port insurance because it's not his
responsibility."

Sharing the blaine far this over-
sight are the broker and insurance
companies themselves, Mr. Boy-
land said. Account executives at

many brokerage firms often do not
have the time :o involve them-

selves with credit risk coverage,
and the line is not being pushed
enough by insurers.

"No one has gone to them and
said, 'You're a fool for not having
that.' No one has pushed it."

Political risk concerns generally
have focused on non-European,
Third World countries, but that old

order has changed recently, said
Chubb's Mr. Frank. Events in Can-

ada and France, particularly the
latter; have caught everyone's at-
tention

"What has happened in France,"
he said of :he threats :here to na-

tionalize industry, "has shaken a lot
of multinat.onals."

At least one insurer expects the
demand icr political risk insurance
to continue growing as the United
States steps up efforts to boost its
foreign trade.

Joseph P. Dedlessandro, presi-
dent of AIG's National Union Fire

Insurance of Pittsburgh, predicts
that this line will be a major part of
any multinational's insurance port-

Ccntinued on page 32

Duane Allen. says the greatest political risks are inconvertibility of
capital and outright expropriation of physical assets.
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a ingThreats to

With more of their total assets over,
seas, multinational corporations are in,
creasingly aware of the advantages of
global risk management.

INA explains how a unified strategy
helps cope with local complexities-and
why it may also improve corporate return
on investment.

For many multinational com-
panies, growth in the past decade
has been greater in foreign markets
than in domestic ones.

Some leading U. S. firms now
earn more than half their revenues

outside the country. In total they
have an estimated $200 billion in
overseas equity, and may control for-
eign assets of nearly half a trillion.

With more than 150 nations

worldwide, the risk manager is
faced with a bewildering variety of
languages, laws and fiscal policies.
Insurance overseas is a tangle of
varying practices that differ sharp-
ly from the domestic. Policies, for

one, are written in many lan-
guages. They may be based on for-
eign insurance standards that are
quite different fOm those used at
home. Many nations, in addition,
require all insurance be placed with
designated local insurers, some of
them government sponsored.

To cope, the corporate manager
needs specialized and up-co-date
information.

Reconciling conflicting needs

Understandably, but at the
risk of conflict with overall busi-

ness objectives, some corporations
simply leave selection and pur-

chase of overseas insurance to their

foreign subsidiaries. However, the
overseas manager, charged with
producing a profit, may cut cor-
ners on insurance, considering it a
low priority. This can negate the
corporate risk manager's first pri-
ority-adequate protection of over-
seas assets, often the company's
most profitable.

Nor are exposures limited to
individual sites. Should a serious

loss cripple one plant, other facili-
ties, dependent on it for compo-
nents or supplies, may experience
severe dislocation of their own pro-
duction schedules.

A company, for instance,
might make printed circuits in Tai-
wan. If that plant is destroyed by
fire, assembly centers as far away as
Mexico or Brazil could be idle for
months. The financial conse-

quences thus affect much more
than the single damaged factory-
and could seriously reduce corpo-
rate profits unless covered by
insurance.

Broad contingent business in-
terruption coverage can protect the



Wings for the stricken

.

44 "company against the ripple effect
produced by loss of a plant any-
where in the world.

The familiar "difference in

conditions master policy can be
the nucleus of a solution. These

policies, written over often inade-
quate local ones, can bring all the
corporations insurance-domestic
and foreign-up to standards set by
the corporate risk manager.

Proper coordinating and su-
pervising of local and master poli-
cies can produce significant
efficiencies in the cost of asset pro-
tection and thus improve return on
investment.

Sidestepping tax traps

The global insurer may recom-
mend a corporation have its sub-
sidiaries buy most of their
insurance locally while maintain-
ing a global master policy. There
are two good reasons for this. Pre-
miums paid by foreign subsidiaries
are tax deductible for the parent.
And compensation for overseas
losses, if paid to the subsidiary,
will not be taxed as ordinary in-
come to the parent. The cost·of the

A major concern for multina-
tionals with remote foreign opera-
tions is providing swift medical help.

Services are available which

provide access to qualified, multi-
lingual local physicians. If none are
available the injured person will be
flown to a nearby hospital-or if it's
necessary, back to a treatment center
in the States. If the evacuation is a

complicated one, a doctor will be
brought to the patient and may even
accompany the patient home.

master policy, in addition, may be
allocated.to the subsidiaries.

Tax considerations of this kind,

however, are complex. An under-
writer with wide local knowledge-
and a thorough understanding of
the corporation's own broad cover-
ages-is essential.

Help from a captive

Another way a company can
facilitate centralized control of

risks abroad is through a captive
insurer, owned by the parent
organization.

Where foreign governments
dictate premium rates and the
choice of local insurers, relief from

excessive charges may be obtained
when the local insurer reinsures

most of the business with the cap-
tive. In this way, a large part of the
premium is returned to the com-
pany's control, thus becoming
available to generate income. Also,
the full amount of the premium as
originally paid may be deductible
as an expense of the overseas unit.
Such use ofa captive insurance sub-
sidiary increases return on invest-
ment for many multinationals.

As a major insurer of interna-
tional business, Insurance Com-

pany of North America and INA
International have the breadth and

experience to assist multinational,
corporations with all aspects of-for-
eign and domestic insurance. INA
International maintains claim, loss

control and other specialized insur-
ance facilities in virtually every
country in the world.

Recognizing and meeting
complex and evolving needs, such
as those of multinationals for uni-

form asset protection, typifies
INAs comprehensive approach to
increasingly sophisticated insur-
ance and risk management
problems.

Comprehensive services

The Insurance Company of
North America was founded in

1792 in Independence Hall, Phila-
delphia. Today, it iS the largest
component of INA Corporation's
international network of insur-

ance, financial, and health care in-
terests. In property and casualty
insurance and risk management
services, life and group insurance,
health care and financial services,

INA and its affiliated companies
offer a unique combination of
products and services to business
and industry around the world.

For an informative booklet on

global risk management strate-
gies, write INA, Dept. R, 1608
Arch St., Philadelphia, Pa. 19101.

INA
The Professionals
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Coverage demand rises
Continued from page 28
folio during the 19805, becoming as "common
as fire and theft (coverage)."

AFIA may become the fifth U.S. insurer to
offer the coverage. AFIA says that political
risk insurance has the potential to be very
profitable, and like the other markets, has no-
ticed increased buyer interest.

With 6,000 people overseas in 85 countries,
the company's existing international network
is well-suited for this particular line, Mr.
Crowley said.

He projected that AFIA would offer cover-
age similar to existing insurers' programs, with
the policy written by AFIA and placed with

one of its five member insurers.

Most political risk policies offer short-term
protection against many of the exposures fac-
ing a company with international operations.
None of the commercial markets offers cover-

age for war risks.
These exposures are the exclisive property

of the Foreign Credit Insurance Assn. and the
Overseas Private Investment Corp. The for-
mer works with the Exfort-Import Bank
while the latter is a government agency (see
related story).

Kidnap and ransom and additional political
risk exposure is generally offered separately.

With little hard data to gc on, rating a politi-
cal risk takes the foresigh-= of a crystal ball.
Each market uses essentailly the same ap-

proach, looking at both the country and activ-
ity to devise a premium rate.

INA's INAMIC Ltd., a wholly owned subsid-
iary writing political risk coverage, rates the
country first and then looks at how that nation
will affect a specific project.

INAMIC Vp Richard Abrams provided two
examples of good and not-so-good coun-
try/project combinations.

Selling glass in a country undergoing social
disturbances and, therefore, having lots of bro-
ken windows is a good bet since there will be a
need for the product, he said.

Poor risks are projects that compete with a
domestic company in the host country, or a
project that eats up a lot of local currency in a
cash-poor nation.

1 --3
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©1981: Lumbermens Mutual Casualty Company.

K&R policy
is becoming
more popular

LONDON-"Literally millions"
of employees are now insured
under a 3-year-old kidnap and ran-
som policy, says Tony Cassidy, the
leading Lloyd's of London un-
derwriter in the field.

Still, some 35% of companies
have opted not to buy K&R insur-
ance, he says. Either the companies
feel they are big enough to handle
the risk internally or they are op-
posed to the concept.

While interest for K&R grows,
premiums are coming down, Mr.
Cassidy says. Fierce competition in
the United States has halved pre-
miums from what they were three
years ago. And either a cheaper
rate is quoted during renewals, or
extras are added to the policy for
the same price, he says.

Last year, total premium income
for all K&R insurers was about $80
million, while this year it is esti-
mated to be about $75 million.

A risk manager can also add a
judgment liability clause to protect
his company from being sued by
the victim once he's been released,
Mr. Cassidy says. Salary continua-
tion can also be added to the policy
and will pay for the kidnapped
person's salary while in captivity
Legal, medical and travel costs
during the kidnap can also be
reimbursed under the policy, too.

Mr. Cassidy says personal factors
affect rating: the nationality of the
employee, his occupation, his
wealth and his location. A private
U.S. citizen who stays at home may
be rated at 0.1% of salary, while the
costs for a wealthy individual in
Colombia may range up to 6%.

However, an American in Iran
does not qualify as a high kidnap
risk, he says.

"An American in Iran is a bad

detention risk-which can also be
insured-but he's not much of a
kidnap risk," said Mr. Cassidy. "So
the premium for the K&R policy
would be comparatively low. But
the detention cover obviously
would be expensive."

While K&R may not be preva-
lent in Iran these days, the revolu-
tion there has ignited a new inter-
est in political risk insurance.

"It's shown a steady increase
over the last 11 years, and there's
been a particular spurt during the
post-Iran era," said Julian Rad-
cliffe, director of international in-
vestment insurance for the Hogg
Robinson Group.

The new administration in

Washington has also influenced the
potential risks that have to be cov-
ered under such a policy, he said.

"Some risks are easier to insure

under Reagan than Carter and vice
versa. President Reagan is more
defense-minded, so the U.S. is less
likely to stop selling arms abroad
under Reagan," he said.

"Some countries, like Turkey,
are all right for investment, but are
bad risks for export," Mr. Radcliffe
says.

Rating for exporters also varies
on personal factors. The nationality
of the exporter, his previous expe-
rience, his relationship with his
policyholder, plus the capacity of
his investment all play a part in the
premium.

So, the rate for a $40 million pol-
icy to cover $20 million in bank
guarantees and $20 million callable
on demand will differ, depending
on where the investment is, says
Mr. Radcliffe.

In Saudi Arabia the rate is 7.5%,
thus the policy would cost $3 mil-
lion. In Spain, with a 4% rate, it
would cost $1.6 million, while in
Libya, a high-risk area at an 18%
rate, the cost would be $7.2 million
-more than twice that of Saudi
Arabia.
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Understand simplicity
and you understand

complexitf

MEMBER
NATIONAL

ASSOCIATION
OF INSURANCE

BROKERS

ir.:

The complexity of a problem can conceal the simplicity of
its solution. That's why Johnson & Higgins has developed
systems that can break complex problems into manageable
components. With analyses coming from a variety of
angles, we can uncover links to concepts that at first might
appear irrelevant. And suddenly the problem isn't a
problem anymore. That's how J&H created First Island
Reinsurance Association.

The First Island Captive Program: J&H reshaped a
basic insurance concept to resolue problems jacing captiue
insurance companies, e.4, spread of risk, limited availability
of reinsurance, the "unre/ated risks" quahfication, and
shortage of underwriting talent. The pooling of disparate
risks uia a simp/e association of separate captiue
companies achieved the desired goa/s. For information
on group funding concepts, write or call any J&H office.

Johnson*}liggins
The kivate Insurance Broker.

Thinking in a different dimension.

RISK AND INSURANCE MANAGEMENT SERVICES, EMPLOYEE BENEFIT AND ACTUARIAL CONSUCTING THROUGHOUT THE WORLD.
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Political risk claims rising, OPIC notes
By JOHN W. MILLIGAN

NEW ORLEANS-The nation's

largest political risk insurer-
Uncle Sam-has seen claims and

losses rise as a deteriorating world
economy catches up with U.S. com-
panies abroad.

The most frequent claims are not
the headline makers like expropri-
ation, but rather inconvertibility of
currency, an indication that many
Third World countries are ex-

periencing troublesome economic

tirnes.

Actually, two insurers-the
Overseas Private Investment Corp.
and the Federal Credit Insurance

Assn.-have the bulk of the market

for these risks.

OPIC, a government agency
formed in 1971 under the Agency
for International .Development,
provides political risk insurance for
the overseas investments of U.S.

multinationals.

Its counterpart, FCIA, is a pri-
vate organization of 51 prop-

erty/casualty companies that has
insured the credit risks of U.S.

companies abroad since 1961.
Combined, they are the nation's

largest political risk insurers, far
exceeding a commercial market
that is just starting to respo nd to
buyer demand (see related sto-y)

OPIC offers coverage against ex-
propriation and inconvertioility
plus what it terms "three in one"
coverage, said Buck Jordan, direc-
tor of public affairs.

The latter-war risk insurance-

covers physcial damage resulting
from war, revolution or insurrec-

tion and assumes, that an organized
group is trying to remove the exist-
ing government from power, said
Mr. Jordan.

This definition,may be expanded
to include civil strife-England's
Liverpool riots, for example-if a
bill pending in Congress is ap-
proved.

The agency has a $7.5 billion au-
thority for each of the three cover-
ages, and Congress has indicated it

IND/MARK & CAPTIVES:
BIRDS OF A FEATHER.

It's only natural that Landmark provides assistance to clients
wishing to explore the offshore insurance concept. We've been
doing innovative insurance alternatives for years, and the captive
route is just another way to expand the horizon.

Landmark stands ready to assist brokers and clients in the areas
of captive analysis and feasibility, formation, procurement of
fronting and reinsurance companies and ongoing management.
We maintain fully staffed offices in the most favoratle offshore
domiciles.

MAY WE TELL YOU MORE
ABOUT OUR WORLD?

THE LANDMARK INSURANCE GROUP, INC.
1515 Classen Boulevard, Oklahoma City OK 73106

Telephone 405-521-9911 Telex 74-7191

Offices in Dallas, Scottsdale, Wichita, Bermuda, Bahamas and the Cayman Islands

THE EXCITING WORLD OF THE
WND/MARK GROUP

would have little difficulty getting
those underwriting capacities in-
creased, Mr. Jordan said.

OPIC's normal policy is for 20
years at an extremely low prernium
rate that remains the same over the

life of the contract.

The agency, which takes "policy
guidance" from the U.S. State De-
partment, bases its premium on the
nature of the activity. Coverage for
"large and sensitive" projects is
more expensive, Mr. Jordan said.

"Natural resources (mining and
petroleum) by and large have the
highest rates," he said.

Demand from U.S. companies for
political rislo coverage has in-
creased significantly following
events in Libya and Iran. The im-
pact of Iran's Islamic Revolution
was especially severe since that
country was thought to be very sta-
ble before the lid blew, Mr. Jordan
said.

"That's the greatest marketing
program we ever had."

However, OPIC's claims and
losses are up, Mr. Jordan confirms.

The agency settled 32 claims to-
taling $13.8 million in 1980, up sig-
nificantly over $7.6 million on 15
claims in 1979 and $700,988 on four
claims in 1978.

In fiscal year 1981, which ended
Sept. 30, OPIC settled 23 claims for
just under $21 million and has 15
more pending for an additional
$15.1 million.

OPIC has a $700 million surplus
to pay claims, $600 million in re-
serves and the authority to draw an
additional $100 million from the
federal Treasury if its reserves
drop below $25 million.

A significant number of the 1980
and 1981 claims-43-were for cur-

rency inconvertibility, which OPIC
Counsel Richard Stern said results
from the financial difficulties

many Third World countries are
experiencing.

"That's clearly the booming
area," said Mr. Stern.

OPIC coverage is restricted to de-
veloping Third World countries; it
writes in some 97 of them.

OPIC will only write insurance
in countries that have negotiated
bilateral trade agreements with the
U.S. and agree that Uncle Sam has
the right to try to recover its policy-
holders' losses.

The agency has been quite sue-
cessful in recouping losses because
developing nations know that they
will jeopardize their standing with
the world financial community if
they resist, said Mr. Jordan.

"No host government has de-
faulted yet because they know they
can't afford to."

OPIC limits its portfolio to no
more than 10% in any one country,
although its writings in Jamaica
exceed that slightly, Mr. Jordan
said.

This policy follows the agency's
horrendous experience in Chile in
1971 when that government na-
tionalized all industry and Chilean
activities made up 36% of OPIC's
portfolio. The results were claims
that severely taxed OPIC's loss re-
serves.

While it is a govenrment agency,
Mr. Jordan is quick to point out
that OPIC is one agency that makes
a profit and gets by without Con-
gressional funding.

OPIC collected $1.1 billion in
premiums last year and earned
$31.3 million in revenue from in-
surance. It also had $46 million in
claims recoveries and investment

income on government bonds.
The Federal Credit Insurance

Assn. offers companion coverage
with OPIC-although the two are
in no way related.

While OPIC provides coverage
for permanent and mobile invest-



ments like mining facilities or
construction equipment, FCIA
offers protection for a com-
pany's receivables from an
overseas sale.

This protection is available
for services, manufactured
goods, agricultural products
and virtually anything else
that can be exported except for
military goods, says Steve
Fancher, FCIA's senior vp in
charge of business develop-
ment.

FCIA's coverage is separated
into two areas: (1) inconvert-
ibility and expropriation/con-
fiscation resulting from war,
insurrection and revolution;
and (2) all other commercial
risks facing exporters and im-
porters, protection which
"wraps around" the political
coverage.

FCIA provides its policy-
holders a three-pronged ad-
vantage that enables the U.S.
companies to aggressively pur-
sue foreign business.

The program first provides
companies with risk protec-
tion, Mr. Fancher said, setting
up a facility-insurance-to
reduce their liabilities.

This protection then makes
it easier for U.S. companies to
obtain financing, becoming al-
most a 180-day letter of credit,
he pointed out. Such leverage
is important since many large
banks are now requesting that
exporters and importers insure
their receivables.

"Most banks look at us as the

ultimate security in the trans-
action," he said.

Lastly, the insurance allows
firms to more aggressively
market their goods, an advan-
tage that was once was unnec-
essary.

Many firms are going head
to head with foreign com-
panies in Third World markets
and are facing stiff competi-
tion from many.

U.S. firms once competed
on the strength of their prod-
uct lines first, Mr, Fancher
said, but this advantage has
largely disappeared.

"By taking our insurance, it
enables them to market in a

more aggressive fashion than
they could before," he said.

FCIA acts as the agent for
the Export-Import Bank on
political risk coverage with the
bank the actual insurer. The

organization's member com-
panies insure the commercial
risk side of the program.

Premium rates vary accord-
ing to the term of repayment
which a U.S. company negoti-
ates with its foreign buyer, the
number of foreign markets a
company sells in on a "spread
of risk" concept and the his-
tory of the firm itself.

This formula is used to de-

vise a composite rate, Mr.
Fancher said, which averages
about 0.5% of total sales on

contract terms up to 180 days,
and 0.75% of total sales on
terms over 180 days.

The premium rate is paid up
front, with the buyer assuming
a 10% deductible on all com-
mercial risks. FCIA does not

insure such exposures at full
value since it assumes that
companies will have some
forewarning of these types Of
problems.

Political risks are insured at
100% value, Mr. Fancher said,
since these exposures are
harder for companies to iden-
tify early.

While the organization does
rely on country ratings to
sorne degree when setting a
premium rate and does keep
abreast of political develop-

ments oveseas, Mr. Fancher said
FCIA tries to take an actuarial ap-
proach as much as possible.

FCIA committed $5.5 billion in
insurance last year on U.S. goods
valued at $8.1 billion and collected
$30 million in premiums.

The past few years have not been
profitable for the organization, Mr.
Fancher admits.

A deteriorating world economy
has caught up with U.S firms, and
this has translated into more
claims.

FCIA does not release its loss

data, but Mr. Fancher did say the
organization has a combined loss
ratio that is "higher than any com-
mercial company would target for,"
or in excess of 100.

Yet the insurer's loss experience
has always been "cyclical," he
pointed out, and FCIA continually
reviews its business practices in an
effort to return to a profitable foot-
ing. .
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FACILITIES AVAILABLE

TO AGENTS & BROKERS OF MEMBER COMPANIES

MUTUAL MARINE OFFICE, INC.
100 PARK AVENUE, NEW YORK, N.Y. 10017 • 212-953-0580

General Managers
NEW YORK MARINE AND GENERAL INSURANCE COMPANY

Mc rine Managers

ARKWRIGHT-BOSTON INSURANCE COMPANW LUMBER MUTUAL INSURANCE COMPANY
ARKWRIGHT-BOSTON MANUFACTURERS MUTUAL AERCHANTS MUTUAL INSURANCE COMPANY

INS. COMPANY. *AUTUAL FIRE, MARINE & INLAND INS. COMPANY
AERCHANTS INS. CO. OF NEW HAMPSHIRE, INC.EMCASCO INSURANCE COMPANY
PENNSYLVANIA NATIONAL MUTUAL CASUALTY INS. CO.EMPLOYERS MUTUAL CASUALTY COMPANY UNION MUTUAL INS. CO. OF PROVIDENCE

GRAPHIC ARTS MUTUAL INSURANCE COMPAAY UTICA MUTUAL INSURANCE COMPANY
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Brokers! - don't confuse activity with results
Are your current markets responding with the price, service. flexibility and innovation
you need to get that account . . . . and keep it ? If not-call us !

We offer immediate quotes for

• up to $5 million individual AD & D
• up to $25 milion per aircraft catastrophe
• $25,000 per month disability income
• voluntary AD & D and business travel accident
• professional sports AD & D and disability

THE COMPANY

THE TEAM

*fkwoo6(Dij*le 5 91ren Ted D pple
Steve Lockwood

blcomomted Phil Carpenter ,
131 State Street Candy Hallett

Kathy Connor
Boston, Massachusetts 02109 Debbie Di Gregorio
617-367-3234 Telex 921712 1

THE
GAB

Risk manager
plays key role
in Dutch firm

By STACY SHAPIRO

AMSTERDAM, Netherlands-
G.H.A. Baron Van Lawick does

more than plug up holes in insur-
ance dikes as group risk insurance
manager for Royal Packaging In-
dustries Van Leer BV here.

He's a windmill of ideas, churn-

ing out systems to understand, con-
trol and finance risks, proving U.S.
firms don't have a monopoly on
professional risk managers.

Van Leer manufactures contain-

ers for the chemical and energy in-

IOYALTY
OArH-

, At GAB we have our own ,
declaration of independence.
A guarantee to our clients that when,
you hire us to be your claim adminis-
trator, we come with our objectivityil ' intact.

1 . Service With AGuarantee
· I . Since our primary business is
',claim administration, this guarantees'

tf .

' l our objectivity in setting reserve 
F' amounts, in determining issues of
C i liability, and in the actual handling '

and settlement of claims. ,

In addition, we protect our
,p clients' interest in their relationship
ir ' , , ,

* ATGA]13,
OUR ONLY
LOYALTY

IS

1 TOYOIL.

With the various state regulatory
authorities. And as an independent '
supplier, we treat the information of /
each client independently. Which
makes sure the information we

handle is secure and confidential.
The result is that when you hire

GAB to work for you, we take that as
a responsibility to work with you.

For more information, contact
Donald W Carroll, Senior V.P.,
GAB Business Services, 123 William
Steet, NewYork, NY. 10038

(212) 791-8000. And it won't be long
before you'll swear by our total Claim
Administrative Service.

GAB
Contract Services Division

123 William Street . '

New York, N.Y. 10038

dustry and produces solar and ,
medical equipment. Facing 
shrinking profits, risk man-  
agement has become an im- 4
portant part of this European
firm.

The gross operating result in
1980 dropped to 34.1 million
Dutch guilders (approximately
$13.1 million) from 79 million

(approximately $30.6 million)
in 1979, and the net operating
profit after tax dropped to 6.5.-
million guilders (approxi-
mately $2.5 million) from 32.1
million (approximately $12.3
million) in 1979.

The annual cost of insurance '

premiums for the company-
including worldwide package
plans for liability, fire and ma-
rine risks, all insurance pur-
chased locally and not in-
cluded in the worldwide poli-
cies and employee benefits-is f
more than 15 million guilders
(approximately $5.8 million).

Worldwide coverage alone
costs about 5 million guilders
(approximately $1 9 million).

Every risk is approached
systematically at Van Leer
under Mr. Van Lawick. It has

to be, he says.

"If you do not approach the
problem in a systematic

method, you get completely
stuck. You'll never be able to

solve the problems. You'll
never be able to show where

the risk is because everybody
starts talking in different di-
rections."

While risk analysis is his de-
partment's responsibility, risk
treatment decisions are made

by the board of directors and
the top executives.

"A risk manager is not a
specialist. He's a generalist,"
says Mr. Van Lawick. "What
he does is show the mirror. He

tells you what's happening and
then the management must
decide whether they accept
the situation or whether they
think it is necessary to take
measures."

Mr. Van Lawick presents
the Van Leer board with data

he compiles. His four-man de-
partment is working on a
fire/business interruption sur-

vey, a marine study, a feasibil- 
ity study for a captive insur- «
ance company and a product
liability system.

The results go to the board
of directors, the managementof the factory involved and/or his boss-the financial direc-

f
tor.

"Then the next phase comes 
-how you can reduce the risk 
and what costs are involved. •

But the only thing you try to 1
do is give the directors a pie- I
ture and ask the questions and 
show them the consequences. 51
You don't dramatize. .,

"As a risk adviser, whether 
internal or external, you {
haven't got the knowledge 1
they have, first of all. Sec- p

ondly, it is their responsibility 
to take the risk, accept the risk ]
or not." j

The board's ear, however, is {
attuned to Mr. Van Lawick's j
ideas. A lawyer by education, 1
Mr. Van Lawick was asked to

evaluate risks when he was a

risk management consultant at
Hudig-Langeveldt Risk Man-1 1
agement three years ago. '
Hudig-Langeveldt is still the

t



firm's broker.

In 1979, he started devoting
50% of his time to the job of
risk and insurance manager
for Van Leer. He was asked to

become a full-time employee
in 1980.

His risk management
techniques sometimes differ
from his European colleagues.

,. Many risk managers in Europe
believe in protecting the com-
pany first by passing the risks
to insurers, some sources say.
They consider insurance
cheaper than installing pre-
ventive equipment.

' Mr. Van Lawick thinks dif-

ferently. He also buys insur-
, ance, but first he is concerned

with identifying the cause of a
: risk.

"Go back to the basic causes
and there can be a procedure,"
he says. "Then there may be
organizational measures you

. can take, which may not cost
you as much as insurance. It
costs you discipline, though,
which is very difficult."

Too many people, however,
look at the symptoms of risks
and the effects and not at the

causes, says Mr. Van Lawick.
In a fire-sensitive area, for

example, the impulse is to put
up a fire wall to prevent the
effects of a fire. But that is
directed toward reducing the
results of a fire and not pre-
venting it, he says.

"If you want to limit the
cause, you try to find out how
a fire can happen-by people
smoking, for example. Take
away that basic cause-the
smoking people in that area.
But then you say, 'If somebody
does smoke and this results in

a fire, then how can we reduce
the consequences? A fire wall.'
So, it's always a step after the
unwanted event."

Reducing the risk is a step
to reducing the premium from
the American Fire Insurance

Assn., Van Leer's property
package insurer. Right now,
Mr. Van Lawick is examining
the causes of fire in one of Van
Leer's factories near Amster-
dam. He devised flow sheets to
show each machine in the steel

drum assembly line.
These analyses were dis-

cussed in the factory at a group
meeting that included the
safety officer, his assistant, the
shop foreman, product super-
visor, the technical depart-
ment of Van Leer's broker and
Mr. Van Lawick.

With no historical data, the

group estimated whether the
machine had a fire within the

last five, 10 or 15 years.
Searching for the source of

potential fires in the assembly
line area, the group asked:

• What was the cause of the
fire? Was it the machine or the

material used or the people
using it? Is the problem the
machine's environment?

• What is the probability of
a fire?

• How many production
days have been lost from a fire
in this machine?

• What is the loss through
material damage? How much
would it cost to restore the ma-
chine?

e Is this machine, then, a
relevant risk?

• Of those machines that

are relevant, can the group
identify what measures and
procedures are presently
available to reduce risk? A

safety system, for example?
• What's the quality of the

measure or procedure? How
does it work? Does it have a

strong, medium or low effect
on the machine's risk?

• With a safety system, is
the risk acceptable, non-ac-

ceptable or dubious?
• If it's non-acceptable, what di-

rection should be taken to decrease

the risk?

The group worked quickly and
did not dwell on the questions.
First impressions were the goal.

"Taking a risk is a feeling," he
said. "A risk estimate or a decision

to do something is always subjec-
tive," Mr. Van Lawick says.

So the best method is not to talk

too long.
Each of Van Leer's packaging

factories in Latin, North and South
America, Australia, Europe and
Africa have different fire risks.

"But the facts are all in principle
the same. The next surveys will go
much faster," said Mr. Van Lawick.
The next objective will be further
standardization of risk control.

Surveys like this have helped
Van Leer save on insurance premi-
ums, too, says Mr. Van Lawick.

In his first year as risk manager,
Mr. Van Lawick reduced Van

Leer's insurance premiums by
600,000 Dutch guilders (approxi-
mately $232,200), partially because
of his work on the company's prod-
uct liability exposure.

Steel drums were being returned
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accompanied by various vague
complaints, including seam leak:.
After studying the complaints an=1
the claims, Mr. Van Lawick asked
the board to approve a change in
the complaint sheet.

Now the source of the defective
drum can be identified by the com-
puterized complaint document.

The data is still being compiled,
Continued on page 42

THE EMERGING GUARDIAN - Third /argest privately owned insurance brokerage
and risk services firm in the U.S.

D€DICATED TO PERFORM
When asked if we differ from our

competition our reply is affirmative.
Purposes, objectives and philosophy of
operation are our own. By them we
earn your confidence and respect.
This is our goal.

At Financial Guardian the pioneering
spirit that has created the uniqueness
of organizations throughout American
history prevails.

We are dedicated to perform for you.

FIn#InCIAL GUARDI#In
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TITANIC HITS
AN ICEBERG

. SINKING BY
THE ®W

BIG TITANIC'S FIRST TRIP

Brinsins Many Prominent Amer,-
cans. and Was Oue,n New

York To-monow.

MISHAP AT VERV START

American Llner New York
When Leaving POK

riAi IFAX, N 5, Api 11 14,
,912 n trele* dlspath
reccd 'onight bJ the illan
lini officials h,.re from Cipt
Garr be'l of tite stiamer Vir
gillian, statis that the White
Kta hner Titanic sIt uck *in
iceberg off the Newfoundlard Coast #nd flashed out wireless
calls for iminediate assistance

The Virginian put on full
s L..d and heaced for the

itanit

No particulars ha, e bun
riccir ed a5 to the .Atent of the
damage sustain d by Titanic

7 he Tirginmn sail'*d fium
li,ilitax at rnidnight on Salur
da, night, a,id  ould pro abiy

s off this as

When cafastrophic loss strikes,
you need #o know #ha# your
reinsurer has the financial

strength to wea#her #he storm.

.

Nortt Amer can Re has that financial strength. Together with our parent company Swiss Re,
we've been helping pay the cost of -najor c3tastrophic losses since the beginning of this century.

In that tirre, we've bu It one of the strorgest, most professional reinsurance companies in
the world. We have the technical expertise to hancle a// your reinsurance needs.

At North American Re, our Treaty department has client relationships that stretch back for
decaces. Our Facultative department is stafed with solid, experienced underwriters.
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Mount St. Helens spews
fire, mud and ash.

 VANCOUVER. Wash., May 18.1980.
Mount St. Helens exploded thi
morning with a thud that wafelt over 100 miles away.4 heavy cloud of steam and as-C. turned day into night. At least a4-'-' half-dozen people were kille- trying to escape flood waters,fires and mudslides that devas-

tated the Toutle River valleyshortly after the eruption.
r , Aspokesman fortheWashing-70 ton Department of EmergencyServices said that police work-ing from helicopters had foundsome of the dead. "We have

many overturned vehicles in theToutle River valley," he said,"and our communications with
the helicopters is so fragile thatall I can tell you is that we havefound several bodies." Two of
+hem, found at a logging camp

And our support services, including CIaims, Actuarial, Financial and Risk Engineering, NO12IH AME121 CAN

make us a complete reinsurance resource.
We run our business in a careful and prudent way, designed to ensure proper reserves when

loss events occur, yet remain fully competitive with other responsible reinsurers.
For nearly 100 years, that philosophy has protected you. And us. RE

NORTH AMERICAN REINSURANCE CORPORATION 245 PARK AVENUE NEW YORK, NEW YORK 10167 TELEPHONE 212-9496000
ATLANTA, BOSTON, CHICAGO, DALLAS, DENVER, HOUSTON, LOS ANGELES, NEW YORK, PHILADELPHIA, SAN FRANCISCO, SEATTLE
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A facultative and treaty intermediary offering Five Star Service for
hard-to-place risks in top rated national and international markets.

Your inquirms arewelcome!

Internatiolial
Reinsiarance Services. Inc. tj

Treaty & Facultative Reinsurance Intermediaries

200 West Monroe Street · Chicago, Illinois 60606 · 312/782-9547 ·Telex 206-083

Risk manager cuts
cost of coverages
for Dutch company
Continued from page 39
but Van Leer companies around
:he world are prompted to use the
product liability system that de-
:ected and clarified the problems
causing tha :laims, says Mr. Van
Lawick.

Using the system can mean a 10%
reduction in global liability premi-
ums, he says.

"It's a goid system that generates
information to reduce defective

products to reduce claims on the in-
surance policy," he said.

Van Leer's product liability in-

JAMES IS HERE
PARTNERS IN RISK MANAGEMENT

FOR THE WORLD OF BUSINESS
From oil drilling to commer-

cial fishing... from lumbering to
heavy construction... wherever
there are property and casualty
risks to be managec, James
is there.

We are one of the largest full-
service insurance brokerage firms
in the U.S., fully qualified to serve
you in virtually every area of
insurance and risk-management
services on an international scale.

James works for you as con-
scientiously as a business partner.
Your personal James account
executive studies your business
thoroughly in order to design a
program perfectly suited to your
needs. And, because James

produces such a large premium
volume, we have substantial
negotiating leverage with the
strongest commercial insurance
companies.

In the area of executive and

employee benefit and incentive
compensation, .ames can assist
you in organizing, funding and
administering your plan, ant can
provide all of the essential serv-
ices to help it operate cost-
effectively

Perhaps it would be more
profitable for you to self-insure
your property and casualty risks
and employee-benefit plans.
James administers more self-

insurance programs than any

other broker in the world, and will
gladly arrange a study for you at
no obligation.

Meanwhile, the best initial
ntroduction to Fred. S. James is

our new 20-page brochure, which
describes our complete insurance
brokerage services. Please write
to: William E. Burch, President,
cred. S. James & Co., 230 West
Monroe Street, Chicago, IL60606.

James
FRED. S. JAMES & CO., INC.

YOUR PARTNERS
IN RISK MANAGEMENT

Member National Association of Insumne Brokers
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surance is underwritten equally by
New Hampshire Insurance Co.,
part of the American International
Group in Rotterdam, and Zurich
Insurance Co. of Switzerland

Last year he saved another
250,000 to 300,000 guilders (about
$150,000) in premiums and hopes to
cut the same amount this year.

Mr. Van Lawick approaches his
insurers with gusto about his risk
management systems.

"It's a changing philosophy be-
cause we are active. I approach in-
surers," he said.

"We are taking the initiative be-
cause as a company, we are the
only ones who can get a thorough
idea of our own risks. Insurers can

do it on a larger scale or for catas-
trophes because they have a lot of
information in their files. But these

are only the big events."
For the last two years, he's given

an annual presentation to insurers
to show the progress of the risk

T-

Photo: Stacy Shapiro

Baron Van Lawick

control programs.
"I said to the brokers, 'I want to

talk to the insurers once a year,' "
he said.

Among the company's other in-
surers are Ennia, a Dutch insurer,

on the global marine package, and
John Hancock International Group
on the worldwide employee bene-
fits program.

"We show insurers that this is

the way we handle risks. We ask
them to look at our risks. We think

this should have an effect on our

premium."
And it does. Insurers reduced

their premium demands after Mr.
Van Lawick talked directly to
them about the new European Eco-
nomic Community product liability
law and the way his firm controls
product liability risks.

Mr. Van Lawick also reduced

premiums, however, by offering
insurers a three-year contract (for
continuity) and by convincing the
board of directors to accept deduct-
ibles of 10,000 guilders (about
$4,000) for each major risk.

There isn't much danger of Van
Leer seeing bigger claims on prod-
uct defects because of the EEC di-

rective on product liability, adds
Mr. Van Lawick (see related story,
page 45).

"The legislation is obviously a re-
flection of what is happening in the
environment," Mr. Van Lawick
explains.

"The product we make does not
go directly to the consumer market
so we don't expect too much
pressure from the EEC directive in
our company. But indirectly, I
think it will affect us because our

clients are also affected by the
change of mentality. They don't ac-
cept defective products anymore." .

1
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Worker at Van Leer plant wears protective earmuffs.

AMSTERDAM, Netherlands
The Royal Packaging Industries
Van Leer B.V. lent an ear to its em-

ployees in 1975, and now noise-
control devices have been installed
in the factories that make steel
drums.

"We started a working environ-
ment improvement program," ex-
plained Van Leer's safety officer,
H. Van Coeverden.

"We've formed a committee with

participation by the shop floor, rep-
resentatives from management and
experts in the field of working en-
vironments.

"We found out the noise was one

of the major problems," he ex-
plained.

Looking around the factory, on a
canal near a working windmill just
outside of Amsterdam, you can see
fewer earmuffs and more noise-
control devices.

Enclosures have been placed
around automatic machines to re-

duce noise, gearboxes have had
their teeth altered to tone down the

din on the production line and a
new type of insulation has been in-
stalled above the shop floor to ab-
sorb more of the racket that comes
from the machines.

More improvements are planned
if and when money becomes avail-
able, Mr. Van Coeverden said. The
noise-control budget, estimated in
1975 at 1 million guilders (about
$387,000 currently), has been used
UP,

"There are more improvements
than money available," he said, "so
improvements were made where it
helped the most people."

This openness between workers
and management, however, has
helped employee relations and im-
proved production and safety in
various ways.

In one facility, a newly decorated
cafeteria with plants and birds in a
terrarium near one wall helped
boost morale. The workers return

home from work each day in Van
Leer vans.

"Changes are happening gradu-
ally," Mr. Van Coeverden said.
"And as soon as one problem is
solved, another comes up. But
safety, compared to years ago, is
much better."

The company is also tackling a
new, more general employee prob-
lem: monotony on the job.

On assembly lines, one employee
usually performs one job. The re-
suit: boredom.

But not at Van Leer.

Now the employees have groups
that choose what person does what
job. They are guided by a company
veteran and are committed to

meeting time and work goals, Mr.
Van Coeverden said.

The workers are thus responsible
for their own workplace and can
rotate or improve their jobs as long
as the quotas are met. This type of
control also allows them to perform
small repairs on their machines
and increase their skills, he ex-
plained.

There used to be interruption
in production and machines were
fixed by a person who was not in-
terested in the quality of the repair.

"The employee now does a much
better job than the repairman," Mr.
Van Coeverden observed.

The all-around machine opera-
tors are paid better than one-job as-
sembly line workers, "so it may not
be cheaper, but better," Mr. Van
Coeverden said. •
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THE NEW

INTERNATIONAL INSURANCE
/FINANCIAL SERVICE

with special features including:

• Current Financial Data

• Over 250 Selected Foreign
Insurance Companies

• Net Worth in U.S. Dollars
• Common Formats for

Financial Statements

• Corporate AHiliates Listing
• National Background

Summaries

INTERNATIONAL INSURANCE/

1 Landmark Square /FINANCIAL SERVICE
Stamford, Ct 06901
(203) 324-5683

If our people hadn't invented satellite launch
insurance, our name wouldn't be Inspace.

The experience of our people goes back
to 1964 with COMSAT. And it'sjust one of the
firsts INSPACE has to its name. We also insure
INTELSAT and SBS, the largest and most
sophisticated communications satellite systems
in service today. SBS will be among the first
commercial cargoes to be carried on the Space
Shuttle.

What's more, we were first to specialize
in the field of communications satellite risk
management. The first insurance broker to
recognize that it takes more than insurance
expertise to understand the risks ofspace.

That's why our staff includes engineers,
lawyers, and financial people. Specialists who
analyze a satellite's design, weigh the risks,
the reliability factors, the technical innovations,

and translate them all into a language an
insurance underwriter understands.

You don't need a telemetry and tracking
system to see that our approach works. It has
already helped to make coverages more avail-
able at lower cost.

INTELSAT and SBS have chosen us
because we think of risk management ideas
other insurance brokers would never dream of.

To find out more about our capabilities,
just contact Corroon & Black INSPACE,
4340 East West Highway, Washineton, D.C. 20014.
Tel: (301} 951-3300. Telex: 89-2488.

CORROON & BLACK INSPACE
International Space Risk Management Systems
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Britain wants product liability proposal altered
By JOHN MILLER

LONDON-"State-of-the-art"

design is the product liability de-
fense all Europe should accept, says
British industry. But will the Euro-
pean Economic Community agree?

The EEC's draft directive on

product liability, a proposal for an
international legal interpretation of
manufacturers' liability, takes a
much harder view.

The proposed guidelines say
manufacturers should be liable for

injuries caused by a defective prod-
uct, regardless of how well con-
structed it was when it left the fac-

tory.
Britain, however, would like to

soften this strict liability with a
provision that would protect manu-
facturers that used the best possible

technology in preparing their prod-
uct. But British firms realize that

negotiations with the other Com-
mon Market countries could take

several years to finish.
The controversy keys on Article

1 of the draft directive produced
five years ago by the EEC, which
says the producer of an article shall
be liable for damages "whether or
not he knew, or could have known,

of the defect" alleged to have been
involved in any damages claim.

The directive also proposes that
the producer shall be liable "even if
the article could not have been re-

garded as defective in the light of
scientific and technological devel-
opment at the time the article was
put into circulation."

Lawsuits would have to be filed

within three years after an injured

WILL
Y0

OVERSEAS
SINES

WIN UP
PUTTING THE

BITE 0
YOU?

Not if you protect your clients
through Swett & Crawford's
expanded Political Risk
coverages that provide up to
$40 million limits on any
one loss.

Through our private,
domestic facility you can
write a package of

person becomes aware that he has
been the victim of a defect.ve prod-
uct.

But British interests believ€ that

producers ought to have some pro-
tection if they did not have cause to
know their goods would be danger-
OUS.

The answer may be compromise,
European authorities say.

"It may be that a com-premise
will be accepted over the state-of-
the-art defense. But that in itself

will take several months to

achieve, and there is no sign of any
amended version yet," explained
Information Officer Robert Sheaf,
of the Common Market's British
office.

"It looks as if several leading Eu-
ropean manufacturing countries,
like West Germany and France,

Confiscation, Expropriation,
100% Nationalizatior,
Deprivation, and Broad
Form Terrorist coverages
that protect both land-based
or offshore operations. Even
war risks can be included for
offshore business.

And you can provide this
security even if a contract's
already been signed or an
investment's been made.

So before you get swallowed
up by foreign intrigues, call
our office nearest you.
You'll be made to feel at

home even when

your cl ents'
business is

oceans

away

Swett & Crawford
a subsidiary of The Continental Corporation

4201 Wilshire Blvd, Los Angeles, CA 90010
213/937-5411

Atlanta, Boston, Chicago, Columbus, Dallas, Denver, Greensboro, Houston, Los Angeles, New Orleans,
Newport Beach, New York, Portland, San Diego, San Francisco, and Seattle.

are ready to accept strict liability.
Italy is not apparently as deeply
concerned over it, and would prob-
ably align itself with Britain in opt-
ing for the state-of-the-art defense.

"The other six member countries

are less involved, and it remains to
be seen how they will react when
the matter comes up for further de-
bate in the future."

The other nations are the Neth-

erlands, Belgium, Luxembourg,
Denmark, Ireland and Greece,
which is rhe newest EEC member,
he said.

The EEC has already proposed
one compromise: a "cutoff" period
of 10 years after which a manufac-
turer's liability would be elimin-
ated if no lawsuits have been filed.

"Before any proposed rules can
become law, they have to be de-

bated by the top-level Council of

each member country. If the coun-

islation for this purpose," Mr. Shed
noted.

proposals, it can obviously be some

rope."

written virtually from scratch.

toward other countries, such as

to be taken into consideration.

shape will be," he said.

art position.

'It can be some years
before anything
happens on new
product liability rules.'

ters for final decisions.

in Parliament some months back,"

officials of the European commis-
sion sitting in on its deliberations,
and it's now a quesion of 'wait and
see' what happens."

The principles to be adopted by
Britain are still those laid down in a

long debate in Parliament in No-
vember of last year.

Consumer Affairs Minister Sally
Oppenheim told Parliament when
the issue was debated, "We are con-
scious of the need to protect the
consumer. But I feel that the state-
of-the-art defense should be in-

cluded in any future European
laws, and will try to persuade other
countries to go along with us."

She will go to the Council of
Ministers with the British view

when it considers the matter, but
no date has yet been fixed for her
visit because the working party is
still studying the issues involved.

"There are many areas of nego-
tiation still open to us," Ms. Oppen-
heim has explained. "Unless an ac-
ceptable directive is finally nego-
tiated, it will not be accepted by the
British government. The present
text is clearly unacceptable, and it
does not achieve a proper balance
between the interests of all the par-
ties involved in product  liability
matters."
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Product liability
proposal's impact
baffles the British

Parliament, business and the in-
surance industry in the United
Kingdom are still speculating on
the impact of the European Eco-
nomic Commission's directive on

product liability if it is finally ac-
cepted, with or without the state-
of-the art defense.

Although the directive draft in-
cludes a proposed limit of 15 mil-
lion pounds on the amount of com-
pensation that can be claimed,
manufacturers only will know this
limit has been reached after all the

potential damage lawsuits have
been brought against them.

And the unknown frightens both
manufacturers and industry ex-
perts.

Robert A. McCrindle, an insur-
ance adviser for the British Insur-
ance Brokers' Assn. and a member

of Parliament, says product liabil-
ity insurance premiums are un-
likely to go up under the directive
as much as some doomsayers fear.

But another member of Parlia-

ment, John Smith, wonders how
insurers can assess their commit-

ments if firms are unlikely to know
when the 15 million-pound limit is
being approached.

Still another member of Parlia-

ment, Cranlew Onslow, hasques-
tioned the ability of the insurance
industry to cover aerospace manu-
facturers against development risks
under Common Market guidelines.

He points to a chain of accidents
to the British range of Comet Air-
craft many years ago, which were
traced to metal fatigue caused by
constant pressurization and depres-
surization. He wonders if any man-
ufacturer could have anticipated
that problem in time.

The British print industry also is
worried about the EEC proposals,
fearing that printers can be liable if
textual errors of a technical kind,

even those apparently correctly
translated from foreign texts, could
lead to product misuse.

Small businesses may be particu-
larly vulnerable.

"A large firm might be able to
get favorable quotations because of
the spread of business it can offer,
but a small firm with only one
product might be in a different po-
sition when seeking quotations, and
would have to subordinate it s deci-

sions to those of the insurance com-

pany it approaches," said Peter
Griffiths, another member of Par-
liament.

Consumers in the United King-
dom, however, support the EEC's
strict view of product liability.

The fears of manufacturers that

they would be exposed to heavy
damages have been challenged by
the "Action Group," of the Euro-
pean Community Group (U.K.),
which represents more than 20
consumer organizations.

In a recently issued pamphlet,
the group says: "There have been
many indications from insurers
that they could cope perfectly well
with a system of strict liability.
Even if it meant doubling the pro-
ducer's insurance cost, it is esti-

mated by the insurance companies
that this would only increase the
actual cost of insurance from 0.01%
to 0.02%.

"Some producers are worried
that strict liability will be costly to
introduce, placing on them a bur-
den under which either they would
be unable to obtain insurance

cover, or if such cover were possi-
ble, the costs would be excessively
high.

"This is largely due to fears that
exorbitant damages could be

awarded on a level comparable
with the United States. But there

are a number of reasons why this
should not be the case: The natural

tendency of juries to award high
compensation is not generally ex-
tended to judges who award such
sums in the United Kingdom, the
contingency fee system for lawyers
is forbidden in the United King-
dom and the existence of the Na-

tional Health Service reduces

claims for very high medical ex-
penses which form a large part of
U.S. compensation claims." .
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J Check us out . . .
94 Alarm Company Liability (including Errors & Omissions).
[* Security Guard Liability.
9 Police Professional Liability.
[* Municipal General Liability.
[* Public Officials Errors & Omissions.

1.800.531.7205 • 1.800-531.7224 • 1-800-292-5721 (Texas only)

Bayly, Martin 6 Fay/San Antonio
RO. Box 17800

San Antonio, Texas 78217

Risk-Management muddle?
You ought to knowthe

Ideal combination.

The Ideal combination is what we

offer: Innovative new ideas plus long
experience and solid dependability

"We're the company that pioneered
cash flow programs, including
compensating balance plans. We're
expert at finding new ways to tailor risk
management proposals that best suit
special or specific needs.

"Our success has expanded our
financial base, as well as our marketing
capabilities and operating facilities.
We're prepared for further growth in
Professional Liability; Excess Liability;
Commercial Umbrella; Directors and

Officers Liability and Property Cover-
ages. Our areas of special expertise
include Workers' Compensation;
General Liability; Auto Liability; and
Facultative Reinsurance.

"lf you'd like to know more about
how the ideal combination can work

for you, please send the coupon for
our brochure or give us a call."

Edward R Lalley .
President

M AL INSURANCE COMP

D THE OPTIMUM COMP lEs

To: Marketing Department
Ideal Mutual Insurance Company
260 Madison Avenue, New York, MY 10016
Tel. 212/685-3300

Yes, I'm interested in the Ideal combination.

MAMF

Trri F

COMPANY

ABARFSC

CrrY ZIP



1 U
XU, 0,

2 6 1
f

t

p»Eer J.

+

*

l 0 /:-
-, p

If
Q J

u

1
4 4

G 6

3

V

1)
r) 1)

1 07 fS * 1 0 4
X

\

*3

f f 4
1

4 f
b

«%-ff4
P

41
'

F400 4
/

j

If ·f

'

C

f X 1 lil Qaf 5 4 : 4
*de

.r

L

6,ry*.1- 3

,
e Q t

-.

9 f%&*'4.·7 : .., 2.-.4

£ 0*C d
f J .*

,

>

Yu
* or- A «>5./5

4/*61'&* 9
r-'en --

' O '1%9 : 50"j A 't.t Y :  ID# 4

13.h
.

4

.

0 t
'X :t.

1 4 '6
1,

f. I. I . t-91
:

/4
A

I.

.'.

r¥ Ill t' ,
.

I N .44. 4 -
4

'94

i

-

f

f' f

- »1»,  : .--Rju-i/ -=47534«/I: -I  -, "«
r

.t.

/1
»H

0
# . In I. 0

1, I

,gr 0 4 t

%5 0
« .4 v \,2

5/

€

Y 4

0

Ut . : - .

1
Y

1

5 1 I

k. E

11
C

- -2 c---ir 1 f
. I

n,
.1

/.

ij
.

%
1

: 5./3/.
' 'V

5. ** :316*-33*512 70'-3.: ft:
C=

-' 0 0 14*41.& 0.0 , 4 4**e, 3*' f,:.4:',Sil:;''R :.. 444i)'51 *%* ·· 2...

/' 3- ·, R.'8* i;:.,*39' ky '545-
I .- f, 2...ip : ft,Y?:1{{21*,si-3,tr'tr :. :2. 2- f -a .r'

11 I . I 't *U :.·,' -8&7+FrAW. ,; .%:
..2 I k

1* . 4

9 11, .·

. ff«*f# :,

b if W , ..14 . «9 - .d. * 3 1,1 : .< 2 -3 4-
i *'..4 i i. 4.

"
0.

IA
#e 6 ,-,1 4·'.i'j,Bi *11 %5'32216«Y · 42 f 4. Y

/ F..

V uld:
1.-/1 4 1 '> 1

1.»'

l

t

.. .

.\411 ./ 1 1
11 e k 4 3

2*

A

, ' 1 , 6 2:33'4*-, .44**fff :.9 -
L

-{A1 t
br

J -4->kil·.f# 9 4-
44.4 f

L

4
..1 j .1 i9

' f
r,

:J'. -47 -
S tt.'0%

V F-]
r

%6

j b{ .1){5,:. ' ti'.:t ,,.
+ -r.

44,-' '
, f

f ,'Z 4
1 \ •r*

#f:. * ·%: 3-t;f,
4

-+ I
94;

,

t t   t· ))' 1*'5· 24   »:· -1

49<42'st:YB#-. _55
1<

-

c ·'6.9155*-fj ' ·475'»r . ··r· >· , *Ut, t-f j.»ra''Sr#S')6,. I.·' siJFV*der'4r· i -

3- & i.'f vlf-lfI

1 09 ./.4 - 45

.

4/.
4

. m,4 *,ry'z . A #4* 15

\ 11
......

1. 2.* : I 0 1 a ty#*
f

il
Y 4.' I %£.

P :$+ 4
24*

I. I ·F . r *
.

/6 -I1' .
1..

1

f

* .

1 «4" - 5'
0

1'.
.I'/Et:

le„ 42 ?JY?** - ':

.

- *. 1 u <1.3/,4
.

r . /

A ..,FON<* ..L ./ J
fi'

.

f.

*:

t..

1



lilill"Me.:: . . + I .*ji
I :' 1.

.-

Maybe it's not Little House
on the Prairie."

But at American Home and
National Union, our Inland
Marine Division writes so much

property coverage for so many
factories, warehouses and other
businesses that we feel very
much at home here.

We can protect you lock,
stock and barrel. Against any-
thing from basic fire, theft and
windstorm, to not-so-basic
earthquake, flood and collapse.

We'll even follow your ship-
ments on the road, protecting
them wherever they go until
they get where they're going.

And we can write your pol-
icy any way you want it.

As part ofAIG, we're also
willing to work with any
licensed insurance broker or

agent.
So get in touch with our

nearest branch office. They'll
put you in touch with an under-
writer who specializes in the
exact coverage you need.

Orjust send in the coupon.
Either way, you'11 find that

when it comes to insuring your
business, there's no place like
American Home and National
Union.

For more information about Inland Marine Insurance, write: Bl 10-12

American Home and National Union
Dept. A, 70 Pine St., New York, N.Y. 10270.

Name/Title

Company

Addres,4

City

'Iblephnne

Statn Zip

Member Companies of American International Group.

The AIG Companies.
Let us take the risks.



WE'VE MOVED. AND WE'liE ON THE MOVE.

A.
4

41

4

4

4

Y

Z

4

V

'.

MetRe is now on Maiden Lane, in the
center of the reinsurance industry and
the heart of the action.

This is fitting, since action is what
you can count on from MetRe's Treaty
team; action from the start, with our
underwriters working with you, utiliz-
ing years of experience in making pru-
dent judgments and arriving at sound
decisions.

In support of our underwriters is an

r

4

Yt

astute claims staff and a group of
genuine professionals exceptionally
knowledgeable in every aspect of
Treaty reinsurance.

MetRe, a subsidiary of Metropolitan
Life Insurance Company, also offers
the strength and stability so requisite
in a business whose essence is a com-

mitment to future financial obligations.
With this combination of human and

financial resources, we stand ready to

provide you with the kind of service
and cooperation that has already ac-
counted for impressive growth in a
remarkably brief period of time.

Met Re
Metropolitan really stands byyou.

The MetRe Treaty Team: (L to R) Jim Xavier, Asst. Secretary, Claims; Greg Cuilwik, Asst. Secretary, Treaty;
Frank Haftl, Senior Vice President; Dave Vance, Manager, Treaty.

Metropolitan Reinsurance Co. 125 Maiden Lane, Suite 1200, N.Y. N.Y. 10038 (212) 785-8450, Telex 640862.



THE INSTABILITY of somegovernments and the unpredictability
of stable ones result in some form of

geometric progression of problems to be
solved by exporters. The problems, no
doubt, are equal on the side of the
importer, but geometric progressions to a
factor of N boggles the finite mind.

In other words, an exporter has a
problem of making sure that he will be
paid for the goods or services he produces
if he sends them to foreign nations, in
addition to the usual credit problems.

The intervention of governments in the
flow of business, all the way from
protective tariffs to expropriation, inhibits
trade. Milton and Rose Friedman in their

best-selling book, "Free to Choose," state,
and I paraphrase: The use of trade as a
political weapon or political measures to
increase trade make political frictions
worse.

Realizing that most credit risks can to
sonne degree be managed, barring the
unusual, we as risk managers must also
manage those fortuitous events, including
acts of government.

A primary solution seems to be "Let the
governments do it," and I agree that they
have a place in the risk-assumption
process. However, as just noted, that
generally creates friction rather than
solution.

In order to be more explicit, let's limit
the investigation to two areas:

• Expropriation by the country of
registry.

• Cancellation of export licenses.
I realize there are many other

exposures, but with a subject this broad; it
is necessary to specialize.

The taking of property by governments
has been going on for years, but the
confiscation of movable equipment such as
aircraft is another matter. War risk

insurance for an operator covers the
confiscation of all countries except for the
"home" nation. The reasoning behind this
is clear. The "home" country registers and
controls the operation; many times the
"operation" is government. Therefore,
confiscation can be for many causes:

• National defense.

• Change in government leadership
(for example, a coup).

• Failure of operator to pay its bills.
e Illegal use of aircraft (for example,

operating in restricted areas).
• "Nationalization" of operation.
Also, confiscation can take many

forms-from an actual declaration of

confiscation to a refusal to register an
aircraft or vessel.

Underwriters have responded to.this
need in the past few years; however, there
are some problems:

• Length of policy period-usually one
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Covering political risks
Exporters must be protected from acts of foreign governments

By Robert H. Hoff

Robert H. Hoff, formerly corporate insur-
ance manager Of The Boeing Co. in. Seattle,
is now a consultant with Reed Stenhouse

Inc. Of Washington. He delivered this ad-
dress at the RIMS Conference in San Fran-
cisco earlier this year.
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year, possibly two. For large items,
though, this may not be sufficient time
(long-term loans and losses). Underwriters
have, however, even in the face of

impending loss been willing to "roll over"
the policy each year.

• Premium costs. Like other forms of

political risk coverages, this is not cheap.
• By way of a condition to the policy,

the parties agree not to divulge existence
to the foreign buyer or his country
officials. The logic to this is quite obvious.
If a foreign country is having serious fiscal
problems finding "hard currency,"
realizing the equipment is insured may be
a cause for confiscation.

The greater problem is getting the
buyer/lessee to pay for something, like
political risk insurance, about which he is
supposedly unaware. A finance package
usually goes together near delivery time,
long after the sale price on long-lead items
has been established. There's no room to

hide the cost there (considering also
favored-nations clauses). There is no way
to make it a part of the finance charges.
The only solution is to call the charge per
year something completely different and
hope the buyer/lessee does not complain
too long or too hard.

Some examples of how the insurance
market has stepped up to the problem:

• In a two-year lease option, the
insurers were able to put together
$150,000,000 of political risk coverage
using a non-aviation market. T6 my
knowledge, this is the largest such
placement to date.

• In a financial situation where more

than 30% of the value had to be paid, the
lenders felt that even though the aircraft
would be flown in and out of the country
of registry by non-nationals, the only real
exposure was the possibility of
confiscation. Without it, the sale would
have been lost.

• Coverage where the financiers would
be paid, even though the country of
registry had a legal right to detail the
asset. Thus, the definition of "confiscation"

has been expanded to the legal operation
of certain laws.

That's the good news. Now the bad.
Cancellation of export licenses-the use of
foreign trade in matters of political
negotiation or reprisal-causes enormous
loss potential to an exporter. Again, I refer
to Mr. and Mrs. Friedman's comments.

I'm sure we are all aware of President

Carter's use of his "right" to cancel export
licenses to attempt to control "human
rights" in foreign nations: the inability to
ship computers to Russia, engines to Iraq
and airplanes to Libya.

The usual method of contracting for
long lead items is a major down payment
by the buyer, if possible. These moneys are
available to the manufacturer in case of

contract termination or other actions by
the buyer. It is not unusual to place the
responsibility of a "valid export license at
the time of delivery" on the buyer and
with good cause.

Much can be said in favor of not dealing
with a country that "harbors terrorists," a
decision totally outside the control of a
U.S. exporter. However, the ability to
continue to make the buyer responsible, in
light of worldwide competition and
unpredictability of U.S. policy, is being
eroded. Thus, there's a need for insurance

by the exporter for the eventuality of
having to resell to another buyer. The
exporter's loss is measured by the sum of:

• The loss of profit (he would have sold
to the new buyer, too).

• The cost of money from time of
original delivery to final delivery.

e The cost of sales effort on an

expedited basis.
• The reduction in price on an

expedited sale.
• The cost to modify his product to the

needs of the new buyer if necessary.
The total of this list should approximate

the amount of the down payment.
Underwriters are having a tough time

with this concept. The exporter is looking
to be secure, while the underwriter seems
to feel he is insuring a profit. The exporter

«#35- 1 8-' », 2 .. ..:1//44

wants his money up front with salvage, if
any, going to the insured on the same basis
it would to the buyer. The underwriter is
looking for a waiting period. Then the
exporter must prove his loss. Obviously,
there appears a difference of opinion
which, judging from past performance,
will be rationalized between the parties to
the satisfaction of all.

Some current considerations:

• What will the administration do?

• Are there prohibited countries.even
if a license is granted?

e How much coverage is available and
for how long?

• When should coverage start:
implementation of the goods or the signing
of sales contract?

• What is a realistic loss?

• Should not the exporter have a large
stake by way of deductible and, if so, can
he reinsure it if a market is available?

• Who will participate? London?
Domestic? Governments?

In conclusion, that last consideration

should be addressed for just a moment.
Those interested in political risk insurance
are really few in number, notwithstanding
the new amounts of coverage we have
found. Those interested in "innovation"

within that group are obviously fewer,.for
good reason. There must be a spread of
risk among underwriters, and thus they
feel that government ought to participate
in a program of insurance.

The Export-Import Bank has the
charter, as does Overseas Private

Investment Corp. We are all aware of
budget restrictions for these agencies, but
guarantees by way of insurance are a far
cry from direct loans to foreign buyers.

We intend to continue our efforts to

convince all political risk markets, along
with the appropriate governmental
agencies, that protection to the exporter
for loss due to the cancellation or

non-renewal of an export license, once
granted in sales factory amounts and
acceptable terms and conditions, is a
legitimate and profitable undertaking. .



50 / business insurance, October 12, 1981

1.

I#WILLIAMS

Montage Lslie Gignilhat

:TYPEWRIfERS

6/' Et
-     1 j

|» -/141.- _i J.%.9 '4 -**41ar. 4. 9111'tj 1 '.:' -M

Facing the same risks:
Tiny firms need risk management, too

By Ronald S. Ohsner

N THE PAST decade, risk mangementhas become standard practice for large
companies and is presently spreading
rapidly into smaller organizations. Many
firms are realizing that the examination of
risk in the context of cash flows and

operating costs is much more economical

and effective than simply purchasing
insurance.

This increased emphasis on risk

mangement has caused many firms to

establish risk policy. The difference
between risk-management policies of
large corporations and small companies
are great in practice but, in theory, both

types of businesses are directed toward a
common goal.

Most large companies (more than $1
million in premiums) have full-time risk
managers, according to a recent Risk &

Insurance Management Society survey.

These large corporations generally have
a well-defined, written risk policy that

expresses the goals, objectives and
structure of the firm's risk-management
program.

These policy statements are completely

thought-out and define the scope of
responsibility and authority of the risk
manager, along with clarifying the risk
manager's functions in terms of safety

responsibility, loss prevention, loss control,
insurance purchasing, claims
administration, lines of communication,

and other areas.

Furthermore, some of these statements

indicate the maximum risk retention a

firm will assume before insurance is

purchased.
Finally, most large company policy

statements are very specific and clear as to
purpose.

They are not eloquent statements that

require a high level of abstraction to be
understood.

The large firm also has many attractive

Ronald S. Ohsner, CLU, CPCU, is an in-

dependent risk management/insurance
consultant in Columbus, Ohio.

'The difference in risk management policies of

large and small firms are great, but in theory,

they are all directed toward a common goal.'

alternatives in financing

risk-management activities. They have
the funds to establish elaborate cash-flow

plans or captive insurance companies and
they have the purchasing power to force
insurers to lower rates and alter coverage
forms.

Additionally, most large organizations
retain sufficient earnings or have strong
credit in the financial markets to fund

extensive loss-prevention and loss-control
activities.

Thus, investments made today to reduce
future losses and future costs are no

problem.
Finally, these large corporations can

afford to hire well-trained, full-time risk

managers who possess the expertise to

design, implement and maintain
sophisticated risk management programs.

In most circumstances, the small

company doesn't have a written
risk-management policy.

In fact, most small firms are entering

the stage where risk management is a new

topic, although the person responsible for
insurance usually has some perceptions

concerning how much risk the company
should assume, even though these ideas

haven't been formally discussed.
Moreover, the risk-mangement function

in most small organizations is handled by

the corporate treasurer or vp of finance
and it is not the bulk of their job duties.

Finally, most small companies don't

possess sufficient resources in terms of
personnel and money to pursue as many of
the loss-financing and loss-engineering

alternatives as their larger counterparts.
Basically, both small and large

companies pursue the same risk

management objective. They want to

transfer as much risk as possible at the

least possible cost.
The large organization reduces cost by

sophisticated financing methods that
enable the company to maintain cash and
earn income, and by tax-favored loss
payments, while small firms reduce cost
by comparing insurance rates and policy

coverages.

n achieving this objective, the smallcompanies are at a great disadvantage.

They don't have trained personnel in this
specific area.

If insurance is involved, they don't
posess sufficient buying power to negotiate

favorable rates and coverages from the
insurers.

However, there are many things that
small companies can do to compensate for
their limited clout.

Small firms must view insurance in the

context of their cash flow and overall

financial management, and they must
realize risk-management techniques that

were once available only to large firms are
now available to them.

These firms should consider risk

exposure studies. These studies are usually

conducted by risk management
consultants or skilled insurance agents.
Generally, all exposures to loss are

identified through these studies. It is only
after exposures are identified that

different ways of handling and financing

them can be explored.
Small organizationsshould also review

their insurance policies annually to make
sure they cover the exposures they chose

to insure. Policy audits should be

conducted by independent parties. It
should be noted that most commercial

insurance rates and coverages are

negotiated. Thus, additional coverages
may be obtained by merely asking for
them.

It is also important that these small
firms determine how much risk they wish

to retain or self-insure. The risk-bearing

capacity of each insured depends on the
individual circumstances. However, a

general rule-of-thumb is the minimum

retained should be 1% of the "free surplus"
of the concern plus 1% of its annual net
earnings during the last five years.

If the cost of insurance is high in

relation to the company's gross income, it
is probably wise to take a substantial
deductible in relation to free surplus and
earnings.

In all cases property values should
reflect current replacement cost. This is
very crucial considering today's inflation.
Furthermore, all property insurance

should be written on an agreed-amount,
replacement-cost basis so that coinsurance
penalties are eliminated.

Small risks can net substantial savings
through "safety groups." These groups
consist of similar types of companies solely

for the purpose of spreading risks.
In most cases, members of these groups

must meet certain loss-engineering
standards.

Whenever possible, package policies
should be used rather than purchasing
insurance on a piecemeal basis.

Such policies reduce costs, elimate

overlapping coverages and fill the gaps in
crucial insurance needs.

A single package can cover complete
property risk, liability, losses suffered

during the recovery period, crime loss and

computer damage.
Finally, in formulating risk policy, small

companies should see insurance as a way
to protect against major catastrophes, not
to compensate for all minor losses. Too

many insureds pay enormous sums for
first-dollar coverage and leave themselves

exposed for a catastrophe.
It would be better for them to have a

self-insured portion on the bottom and use
their money to protect themselves on the

top, across-the-board for all perils. .
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English-French risk management lexicon
shows common heritage of two cultures

By Z'ev Kronish

"Lexicon: Risk, Insurance,

Reinsurance" (French and English)
By Jacques Lesobre and Henri Sommer
BergerLevrault, 229 Blvd.

Saint-Germain, 75007, Paris, France
394 pages, 197 French francs

(approximately $34.85), plus postage

IrNHANCING THE understanding and
=Cusage of risk terminology worldwide
becomes imperative with the expansion of
international commerce. And since the

English and French languages play
dominant roles in international

communication, bringing these
vocabularies together is a sign of the
maturing of risk management.

The language of risk has its own idioms. A vocabulary
that cuts across different cultures compounds the
challenge. As it turns out, the authors have served us a
treat, for language is fun and full of surprises.

And now: Parlez-vous francais?

For starters, "risque" with an accent on the last letter is
one of the earliest hazards known to man. The thread that

binds English to its Romantic source becomes apparent
soon enough. Property damage and physical damage
translate as "dommage materiel" or "dommage direct" in
the dictionary.

A tidbit that is both instructive and illuminating for the
insurance professional is the French word for policy:
"police." Did you ever associate those two words? The
underlying connection is readily evident. "Police" refers
to regulation and administration. The insurance policy
represents an instrument for order as it spells out the
obligations of insured and insurer.

The French word "pension" has a double meaning. It
translates into English as pension and allowance. Here,

Z'eu Kronish is in the claims department at National
Health & Welfare Mutual Life Insurance Assn. His reviews
of management books appear regularly in BI.

legal briefs J

books & ideas

Reinsurancerand English)

A
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too, the link is clear. The pension provides an allowance
(annuity) for living in a residential hotel (in French, a
"pension").

Insurance is "assurance," abbreviated "ass." The words
are plainly interchangeable among among Americans and
the British.

Crime is "crime," possibly from the Latin "crimen"
(accusation). Benefit is "benefice," also "indemnite."
"Bene," you recall, means well and in French refers to a
gain. If we don't lose sight of the fact that benefits are a
benediction as well, the impact will last. (Collision, by the
way, is the same in both languages.)

"Indemnite," another word which rings a bell, is
compensation, a definition that comes close to the true
meaning in the English language.

Safety translates as "securite." Corporate assets are
defined as "biens." You have probably heard the
expression "tres bien!" ("well done!"). It is obvious that to
a "directeur, " "risque et assurances" assets are well when
protected against loss.

Sickness is "maladie." For workers compensation, the
reader is directed to the main entry under workmen,
where the French spills out as "assurance accidents de
travail." Travail is a familiar word in either tongue,
referring to toil (and trouble).

Professional liability pops us as "ass. de
responsabilite civile professionnelle."
Malpractice comes out as "faute
professionnelle" or professional fault.

Umbrella coverage works up a storm.

-  Defined as "ass. responsabilite civile
complementaire et excendentaire," we
instantly recognize complimentary
(additional) and note that in characteristic
fashion, the French threw in excess (also
surplus) to accentuate the concept. In
reinsurance parlance (note the French

i root) the word cede (same root as excess) is

"ceder," meaning to yield.
An act of God, a circumstance that could

not reasonably be foreseen, is known as
"force majeure," and you are catching on
if you think that sounds like major force.

You'll find that exclusion is the same on both sides of

the ocean. And you'll come across care, custody or control
in the) main entry and as C.C.C. under abbreviations. But
you won't find XCU (explosion, collapse or underground
damage) anywhere.

A joint venture is "enterprise commune" or "association
de fortune." Isn't language fascinating? Prevention is
everyman's word. Fire has several definitions: "feu,"
"foyer" or "incendie." The word "foyer" is where the
fireplace belongs and "incendie" bursts upon us as a
conflagration. A fire extinguisher obviously ought to be
"extincteur centre l'incendie."

Three words explain claim: "demande, " 44reclamation,"

"sinistre." Claims frequency is "frequence des sinistres."
Typically, these words are rooted in French law. In that
context "sinistre" refers to a loss.

Context determines the most appropriate definition.
Language cannot be translated exactly or literally because
idioms have their own peculiarities. It's amazing that we
share so much, coming as close as two parallel tracks.

With an attractive layout with lots of white space,
"Lexicon" is easy on the eyes. After examining the book,
its easy to see that Jacques Lesobre and Henri Sommer
have done their homework.

Tres bien! •

Short illness doesn't affect coverage eligibility
The Supreme Court of Connecticut held

that work does not cease to be continuous

because of interruptions in a person's
occupation due to a period of temporary
illness.

John Cody Jr. was employed by
Remington Electric Shavers from Feb. 7,
1972, to May 12, 1972. Remington
contracted with Connecticut General

Insurance Co. for a disability plan for its
employees. Under the plan, an employee ,
did not become eligible for benefits until
he had completed three months of
continuous active service prior to
becoming disabled.

Mr. Cody was hospitalized for 61/2 days
in March 1972, losing time from work.
From May 12, 1972, until his death in 1977,
Mr. Cody was totally disabled within the
meaning of the plan. Connecticut denied a
claim for disability benefits. Mr. Cody's
estate sued and won in the trial court.

On appeal, Connecticut General argued
that because the active service must be

continuous, it must be totally
uninterrupted; that perfect attendance for
three months was necessary. The court
disagreed, pointing out that to interpret
"continuous" as requiring perfect
attendance would make it theoretically
possible for long-term employees to be
excluded from coverage for missing one
day of work during each three-month
period for personal reasons, religious
holidays, illness or the like. Cody us.
Remington Electric Shavers, Etc.; Supreme
Court of Connecticut, Jan. 29, 1980

(BI/01/Au.-$5).

Group health and life

In the absence of a policy provision or
statute requiring notice of premiums due,
notice need not be given an employee
under a group insurance policy as a pre-
requisite to a policy lapse for non-payment
of premiums, according to the Supreme
Court of Utah.

Stanley Larson was employed as a full-
time employee with Wycoff Co. He was
covered under group health and life poli-
cies. The insurance benefits were detailed

in a "red book" that was provided to all
full-time employees. The book stated that
all active, full-time employees may be in-
cluded in the company's group benefit
plans.

Mr. Larson received and read the hand-

book. Subsequently, Mr. Larson decided to
return part time to school and continue to
work part time. Although he discussed this
with his supervisor, he never discussed his
plans with a personnel or other company
official.

It was Mr. Larson's understanding, from
his supervisor, that he would retain his
benefits. Larson returned to school and

worked 25 to 30 hours per week. During
this period his son became ill, was hospital-
ized and died. Mr. Larson's claim for medi-

cal and death benefits was denied. He sued

his employer and the insurance company.

The trial court ruled against him.
The appellate court said that denial of

the life insurance claim was clearly correct
as the insurer had the right to cancel cov-
erage when an employer discontinued
payment for an employee, whether or not
the employee contributes to the premiums.

With regard to Mr. Larson's claim
against his employer, the court said the
employee handbook clearly stated the in-
surance benefits were offered to regular
full-time employees, and he was, there-
fore, on notice as to the termination of his

participation in the insurance plans. Lar-
son vs. Wycoff Co., Supreme Court of Utah,
Jan. 22, 1981 (BI/03/Au.-$5).

These abstracts were prepared by Cases
Unlimited Inc. A copy of an entire decision
may be obtained by sending a check for $5
made out to Cases Unlimited to Business

Insurance, 740 N. Rush St., Chicago, Ill.
60611. Please list the number for each opin-
ion.

l
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Protection Mutual is committed to protecting
you against disaster ... with engineering,
research, seminars, inspections ...
customized programs to help you prevent loss.

One of the fastest growing highly protected risk insurance companies. Ask your consultant or risk manager why.
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PROTECTION MUTUAL INSURANCE COMPANY
302 South Northwest· Highway, Park Ridge, Illinois 60068
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Dutch firm

buys interest
in insurer

THE HAGUE, Netherlands-Na-
tionale-Nederlanden N.V., the lar-

gest insurance company in the
Netherlands, has received approval
from the Australian government to
acquire 50% of Mercantile Mutual
Holdings Ltd. for $48 million Aus-
tralian.

The decision fixed the price of
the sale at $6 Australian per share
of Mercantile Mutual.

Nationale-Nederlanden's current

Australian business, estimated at
$13 million Australian in prop-
erty/casualty premiums End about
$12 million Australian in life insur-
ance premiums, will shortly be
combined with Mercantile Mutual's

underwritings.
Mercantile Mutual Holdings, a

diversified insurance company,
was established in Australia in
1878.

Nationale Nederlanden is an in-

ternational insurance company
that operates six companies in the
United States. .
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Ierporate fash Flow!

AT LAST! The book that shows executives of small and.medium sized corrpanies (10 to 1,000
employees) how to increase corporate cash flow by cutting group insurance costs 10% to 60% using the
legal. ethical, logical and intelligent ideas and techniques of today's group insurance professionals.

Written by a highly successful employee benefits communication.consultant, John B.C. Pryce shows
you how to maintain or increase your current levels' of group insurance benefits wrile reducing your cost
intelligently.

The 176 pages of this book describe in depth 'the non-technical. easy to understand
BOTTOM LINE SYSTEM of bidding, evaluating, negotiating, buying and communicating group
insurance benefits economically. This system shows you how to save thousands and thousands of dollars
on both your current and future group insurance costs.

By following this simplified, successful step-by-step process which is outlined in detail. you not onlv
solve the tedious and confusing group insurance problems companies. must face eac"l year . .you save
money. Big money!

If your company currently pays for group insurance coverage or is considering buying new group
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Workers in Britain

shielded by umbrella'
of employee benefits

By STACY SHAPIRO

LONDON-Dear Business Insurance:

During the last eight months the weather hasn't been too bad-no
London fog or heavy snows. But do you think I could purchase a
"company" umbrella for the incessant British rain?

And while we're on the subject, there are a few other employee
benefits that my British colleagues get that I
wouldn't mind having.

My ideal package would be like the one re- 
ceived by a former senior employee of The 
Times:

• A car with all gasoline, maintenance, in- li
surance and an automobile association member- .r#411/
ship provided.

• Private medical insurance through British i Kiliz
United Provident Assn. for his wife and chil- -

dren up to the age of 18. This allows the family
to go to private rather than National Health
Care clinics.

• An employee contributory pension plan Shapiro
and a life insurance policy worth about five
times the employee's salary.

• A color television set plus the required government license that
all TVs must have.

• Reimbursement for 75% of all private telephone bills, plus the
rental of the home telephone.

• Tax counseling.
• Membership in two London social clubs.
• A free Thompson package holiday-up to 900 pounds.
• Access to a box at Albert Hall for concerts, including the Lon-

don Philharmonic Orchestra.

It could be that the London Times has cut its benefit package since
Rupert Murdoch bought the daily newspaper from the Thompson
organization. For a start, the employees probably don't get the free
Thompson holiday, which was paid for by the Canadian group.

But one current Times employee told me "everything is super
under Mr. Murdoch."

Times Personnel Manager Tudor Hopkins preferred not to com-
ment.

My other British cohorts also swim in a pool of benefits that I
would like to share. I would be pleased to go grouse shooting in
North Yorkshire as some merchant bankers do. And I wouldn't say
no to a membership in the Reform Club. Ladies, of course, are re-
stricted to one side of the club dining room for dinner, but we will
soon change that.

How about a new Jaguar X-JS to drive around London? The
beautiful blue of the Sedgwick Group's Jaguars is my preferred
color, but I'd take Bain Dawes Ltd.'s white Mercedes instead. The
chauffeur that accompanies the corporate car isn't necessary, but
please include petrol, insurance and repair bills in my package.

If you can't swing the car, I'll understand. Instead, there's a nice
little perk in London called the London Traveller's Pass, which will
take me all over London by subway or bus at corporate expense.

I'd also like an interest-free loan for my monthly commuter train
pass. The interest-free loan for a home mortgage can come later.

And now that our company office staff is expanding from two to
seven, we need a sports facility. Walking up two flights of stairs each
day in our Georgian office isn't enough exercise, I'm afraid. British
companies own complete gymnasiums with tennis courts, swimming
pools and cricket pitches. But I'd be content with a membership in
the YWCA.

As an American living abroad for my company, a few special ben-
efits are in order. Most Americans arrange "home levels" with their
parent companies before they go overseas. Each year they return to
the United States for one or two weeks-at the company's expense-
to visit families and buy all the American products that can't be
found anywhere else in the world.

The American expatriates also have their tax accountants paid for
by the U.S. parent company. One American investment analyst told
me that a tax accountant is vital for the 8-inch-thick tax return that
the Internal Revenue Service requires.

Of course, most of these benefits have been given to British em-
ployees in lieu of salary increases. While the Labour government
was in power (before the present Conservative government of Prime
Minister Margaret Thatcher), senior employees had to abide by wage
restraints. So, instead of giving salary increases, employers handed
out employee benefits.

The pay freeze is over now, however, but the benefits still exist in
many companies. Why, after all, pay out 1,000 pounds in salary
when an employee only gets 400 pounds after the current 60% tax
rate?

But I like the American way of increasing salaries once a year, so
that can be in my package along with these British benefits. And if I
am ever promoted to executive status, I will accept the other British
executive perks, like a complete wardrobe and a townhouse in Lon-
don.

But for now, may I please have an umbrella?

Stacy Shapiro, BI's London correspondent, does receive the full
package Of Crain Communications Inc. employee benefits including
health insurance, life insurance, dental insurance, a pension plan
and profit-sharing. Crain, however, does not provide umbrellas.



Product liability not
as big a problem
in foreign nations

By STEPHEN TARNOFF

U.S. companies doing business
overseas have fewer product liabil-
ity and commercial litigation prob-
lems than they do at home, experts
agree.

For various historical and cul-
tural reasons, European countries
do not encourage the large number
of lawsuits nor the huge damage
awards that are common in the
United States.

Companies involved in commer-
cial litigation also can often get a
fairer shake in European courts be-
cause special commercial courts
composed of experts in particular
cases hear evidence and make deci-
sions, something not found in U.S.
judicial system.

"They've got us beat for the typi-
cal piece of litigation," says Frank
A. Orban III, international counsel
with Armstrong World Industries.
"In tort or commercial litigation,
the majority of Western European
countries adjudicate cheaper,
quicker and wreak very little injus-
tice."

European countries are friend-
lier to business, Dennis Connolly,
senior counsel for the American In-
surance Assn., agrees. "But never-
theless, a company has to recognize
that the law in another country is
different, and it has to be pre-
pared."

In product liability cases, foreign
law and court systems favor manu-
facturers more than in the U.S.
legal system. Strict liability, which
offers little defense for manufac-

turers, is not commonly used. Most
plaintiffs must prove a manufac-
turer's negligence or breach of
warranty before winning a case.

But even though laws are similar
and seemingly less strict, some
legal differences can make com-
panies more prone to product lia-
bility suits in certain countries.

Moreover, European countries
appear to be heading toward larger
awards and a larger number of
lawsuits.

Countries can be divided up into
"progressive" and "traditional"
countries in their approach toward
product liability, Mr. Orban notes.

Progressive countries, or those
with laws that include or approach
strict liability, are France, Belgium,
Switzerland, the Netherlands, New
Zealand, the Scandinavian nations
and, to an extent, West Germany.

Traditional countries, which do
not have strict liability and require
proof of negligence and privity of
contract include Japan, Italy, Aus-
tria, Greece, Spain, Portugal, Tur-
key, the United Kingdom, most
British Commonwealth countries
and most Latin American nations.

France, for example, presumes
liability on the part of the manu-
facturer in a product liability suit,
making it easier for the plaintiff to
recover.

But Italy requires that the plain-
tiff prove negligence on the part of
the manufacturer. In suing for
breach of warranty, only the direct
purchaser can sue the immediate
seller, which does not include the
manufacturer unless it was also the
seller.

Germany and Sweden have
strict liability for certain pharma-
ceuticals but not other products.
Recommendations to introduce

strict liability in the United King-
dom have been made, but have
been unsuccessful.

Although there is a more conser-
vative approach to the law and
lawsuits in European countries,

members of the European Eco-
nomic Community are considering
a directive that, in effect, would
provide strict liability in all nine
member countries, which could ra-
dically change awards and the
number of lawsuits (see related
story, page 45).

Although the current state of the
directive is "moribund," according
to John Siegmund, a U.S. Depart-
ment of Commerce official and au-
thor of an article on product liabil-
ity, it could have a major effect on

Continued on page 56
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Many foreign court systems
more sympathetic to business
Continued from page 55
product liability suits overseas if ul-
timately passed.

"I think the whole thing will
probably change if and when the
EEC adopts the directive," Mr.
Connolly of the AIA predicts.

Perhaps the most traditional of
the major industrial countries is
Japan, where the role of litigation
is played down.

"They do not favor litigation,"
Rober: Layton of the New York
law firm of Layton & Sherman
says. "They often resolve disputes
by conciliation, negotiation and
discourse."

Maufacturers also do not have to

worry about product liability in
Eastern bloc nations. Few lawsuits
are filed there and the countries do
not allow large recoveries for their
citizens.

"There is no product liability law
outside of crdinary tort law in East-
ern bloc countries," Mr. Siegmund
says.

The reasons for the reluctance to
permit a great deal of litigation in
foreign cointries and for the lower
awards are numerous. Contingent
fees are not permitted in many
countries. making plaintiffs law-
yers more reluctant to take on
cases. A losing plaintiff often has to
pay court costs and the defendant's
attorneys f Qs, too.

Discovery practices are also
much more restricted in Europe.
Plaintiffs and their attc rneys do
not have the nearly unlimited ac-
cess tc the defendants' files as they
do in the United States.
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SPECIAL FEATURE

im

Canada Market Report
Issue Date: November 23, 1981

Special Section Ad Closing: November 2, 1981
R.O.P. Ad Closing: November 11, 1981

Business Insurance, the national
newsweekly of loss prevention, risk
financing and benefit management.

For information about the market
Bl serves, contact Don Walsh, ad director,
at (212)210-0133.

New York:

220 East 42nd Street, N.Y. 10017 (212) 210-0138
Chicago: Los Angeles:

740 Rush Street, IL 60611 (312) 649-5275 6404 Wilshire Blvd., CA 900£.8 (213) 651-3710

Frank A. Orban 111

Europe also prohibits juries in
civil cases, often a factor in driving
Lpthe awards in the United States.
European judges tend to be more
conservative and more sympathetic
b defendants.

Also, some European countries
with social welfare systems have
Eliminated the need for lawsuits

since the plaintiff's medical ex-
penses are paid by the government.

"It is a peculiar mix of proce-
dural looseness and substantive

generosity," said Professor Richard
I]pstein of the University of Chi-
c ago Law School.

"The process elements are as im-
portant" as the substantive provi-
sions of the law, he said.

Although the product liability
exposure of companies is smaller in
Europe, basic commercial law
E Timetimes poses bigger threats to
manufacturers.

"The potential for problems aris-
ing from the sale of products over-
seas is greater in the comercial area
than the tort area," Kenneth Ross,
eounsel for a major manufacturer
in Pennsylvania, says.

"The basic principles of contract
and commercial law have a degree
cf uniformity on the continent but
-ocal nuances are possible," Mr.
Orban agrees. "Furthermore, some
countries have special laws protect-
ng particular interests, going be-

yond the basic (Napoleonic) code."
In Belgium, for example, the law

Protects distributors and agents
nore than in other countries. Dis-
rributors can't be terminated with-

out receiving a large indemnity
from manufacturers, Mr. Orban
adds.

Swiss commercial laws are often
favorable to manufacturers, how-
ever, Mr. Layton says.

"It's very, very conservative and
commercially oriented," he says.
"The sanctity of contracts is really
upheld."

Other countries with a similar
orientation are West Germany and
the Netherlands, where courts are
more likely to insist that contracts
be completed.

France is more socialistic and not

as friendly to commercial interests,
Mr. Layton notes.

"France and Italy are more in-
clined to being debtor than creditor
states," he says. "They are not in-
clined toward applying rules favor-
ing private foreign investment."

As a way of limiting liabilty, Mr.
Ross says his company will try to
get "our own tried-and-true terms
and conditions in the contract" and
to have it provide in the contract
that, if any dispute arises, Pennsyl-
vania law will apply.

The company also might seek an
arbitration clause in a contract
specifying that the arbitrators will
apply Pennsylvania law.

Bill Blair, staff counsel for IBM
America's Far East Corp., says his
company attempts to strictly limit
liability when framing a contract
with merchants.

The company also attempts to
limit the period of time in which
customers can bring claims against
the manufacturer.

There is also the problem of get-
ting other companies to agree to ar-
bitration or limitations of liability.
And whether such limitations of li-
ability or disclaimers may be up-
held by European courts is uncer-
tain, he adds.

Despite the problems that can
arise in commercial transactions,
several experts say that little com-
mercial litigation is filed because
there is little confidence in some
foreign courts.

Also, some companies prefer to
compromise with the firms they do
business with to continue the rela-

tionship, according to Professor
John Fleming of the University of
California Law School.

Arbitration thus becomes an im-
portant means by which companies
solve their commercial problems.
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Although generally unavailable in
the product liability law, it is the
most common in the commercial

legal arena, according to Mr. Lay-
ton.

Either through private or public
bodies like the International
Chamber of Commerce, arbitrators
are appointed, hold hearings, take
evidence and apply the laws of
whichever country is agreed upon.

Decisions are enforceable in the
United States and other countries
that have signed a U.N. convention
stipulating they would abide by ar-
bitration decisions.

The process can be expensive,
however. Mr. Layton says with the
international chamber, a sliding
scale of fees can in some cases cause
enormous fees.

Mr. Blair of IBM agrees. Arbitra-
tion is "extremely expensive," and
prohibits certain discovery proce-
dures that might otherwise be
available under a country's legal
system, he notes.

Mr. Orban of Armstrong World
Industries does not prefer arbitra-
tion and limits its value to three in-
stances.

When a complex contract is

le:
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Ronald Jacks

Suggestions
from lawyers

To avoid product liability or
commercial lawsuits in foreign
countries, international lawyers
suggest companies:

• Examine foreign substan-
tive and procedural law and de-
cide whether it is superior to
U.S. law, a practice many com-
panies often don't follow.

• Know where its risks lie.
Each transaction has points of
risks, and a company should
know how the law of a particu-
lar country approaches those
risks.

• Become familiar with local
lawyers since foreign countries
generally require that only
those licensed there can prac-
tice.

• Have a key executive at-
tend a seminar offered in the
United States at various univer-

sities that deal with legislation
and regulation in European
countries.

• Have the executive spend
time in the country absorbing
the social, business and political
climate. That way, he will be-
come familiar with local law-
yers, the local population and
those that administer local
courts and justice.

"It's as much who you know
as what you know," Ronald A.
Jacks, chairman of the Interna-
tional Insurance Law commit-
tees of the Sections of Interna-

tional Law and Tort and Insur-
ance Practice for the American
Bar Assn.

"If companies make any
major mistake, it's that they
don't get plugged into the local
bureaucracy."

Mr. Orban also says arbitration is
'You don't want to often preferable when dealing with

communist and Third World coun-

get involved In tries where it may be forced on a
company.

suing governments: in suing governments," he says, ad-"You don't want to get involved

ding that such countries generally
are fair in legal matters involving

being contemplated that could take international trade.

a number of years to complete, ar- In normal international trade sit-
bitrators can perhaps better inter- uations, however, he does not rec-
pret what the parties had in mind ommend arbitration because it
in light of changing conditions, he limits a company's options. "If push
says. comes to shove, I want the ability to

Arbitration is also better in cer- go to court," he adds.
tain types of business where it is Arbitration, he says, can always
the norm, like maritime and cer- be agreed upon even after legal
tain commodity dealings. proceedings are begun. .
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we'll neverchange:' President & Chief Executive Officer
Paul E Butler

"Before I became president of AFIA the thing I
kept hearing was what an old-fashioned con-
servative company it is. And I, like just about
everyone else, took that in its negative context.

«Well, I've been on the job for almost a year
now and I can tell you I've learned to consider
that not as negative, but as extremely positive.

"I discovered that old-fashioned, in AFIA's
case, means a way of doing business I'm proud
to be a part of and, I believe, you should be
most comfortable doing business with.

"For example, old-fashioned, when applied
to AFIA, means experienced. Did you know
AFIA is the father of worldwide insurance in this

country? As the first American underwriter
specializing in international insurance, we began
underwriting American business risks overseas
in 1918. The benefit of that to you is simply this;
we were able to have first choice of the best
international insurance brains in the world to

work for AFIA protecting American business
interests around the world. That was true then
and it's true today.

"Leading out of experience comes another
old-fashioned benefit of doing business with
AFIA. And that's dependability. After all, you
don't stay in business since 1918, particularly in
our business, being undependable. Nor do you
provide protection for more than 100,000
business firms around the world unless your
dependability is unquestioned. AFIA's is.

'Tinally (for this advertisement, at least) is the
thing I like most about this conservative old-
fashioned company. Our knowledge. Do you
know, for example, that some of AFIA's offices
provide information on port conditions for the
American Institute of Marine Underwriters? Or
that, when all else failed, AHA was able to use
our local contacts in an extremely politically
sensitive North African situation to cut through

the red tape and get a surveyor to inspect the
fire damage to a shipment of barley. By cutting
through the massive political red tape we cut
through years of litigation for our insured.

'Ifthere's a company writing worldwide
insurance that knows more about local laws,
regulations, customs, idiosyncracies and actual
ways of doing business in more countries
around the world than AFIA, I have yet to meet
it or work for it.

"Now, in addition to experience, dependabil-
ity and knowledge, some of the old-fashioned
ways of doing business I discovered at AFIA
and value highly and won't change, I'd like to
make you aware of a few more ways of doing
business I value equally and found at AFIA as
well. They are aggressiveness, eagerness and
competitiveness.

«I discovered young thinking at today's AFIA,
to go along with our old values. We're willing,
and eager, to talk to you and quote insurance in
markets you probably wouldn't have even con-
sidered AFIA for a few short years ago. Today,
AFIA is active in and aggressively pursuing
energy-related risks, casualty risks, marine cargo
risks and global insurance, to name but a few.

In short, what I'm saying is there's a new

AFIA in the kind of business we're willing to do.
And the good old AFIA in the way we do it.

"I believe that makes AFIA the kind of com-

pany you should be doing business with."

AFIA
Theolderweget

theyounger we think.

AFIA Worldwide Insurance, 110 William Street, New York, NY 10038
Atlanta, Boston, Chicago, Cleveland, Dallas, Houston, Los Angeles,

Minneapolis, Miami, San Francisco, Seattle, Washington, D.C.
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Continental Underwriters, Ild., offers coverage for any marine-related risk, domestic and
abroad, large or small, conventional or complex, for a clientele ranging from multi-national
corporations to fshing boat operators.

Our new special division extends onshore as well as offshore coverage to the oil and
natural gas drilling industries for rig physical damage, cost of control, loss of earnings,
seepage and pollution, drilling and re-drilling and comprehensive general liability.

Continental Underwriters, LEd., has built a solid reputation for fair, competitive rates and
for experience and capability in insuring a broad variety of risks. Whatever your risk, we can
underwrite it competently, thoroughly with complete protection for you.

Call or wrlte for a copy of our brochure-Continental Underwriters, Ltd., "Who We Are
What We Can Do For You.'

Continental Unde:writers, Ltd.
419 Decatur St. New Orleans, IA 70130
Telephone (504) 581-7493 · Telex: 58-318 • 266052 CUIID

Correspondents at Lloyds of London

Multinationals pooling
employee benefit risks
Continued from page 15

To capitalize on the growing
market, John Hancock, through its
International Group Program net-
work recently introduced an IGP
small groups pool to appeal to mul-
tinationals with fewer than 1,000
employees overseas.

The IGP also has begun luring
European and Japanese multina-
tionals, which have been slow to
utilize pooling techniques.

Aetna-Generali, a network part-
nership formed by Aetna Life &
Casualty Co. and Generali, a large
Italian insurer, is developing ex-
pertise in offshore packages for
technical-skilled third-country na-
tionals.

These networks, along with
American International Group,
Swiss Life, Area, Gain, Insurope,
The Traveler's M.I.A. and Vita, are
aggressively vying for :he increas-
ing level of multinational business.

Multinational pooling, for the
most part, has been foreign to some
firms because "they of.en had too
many other problems they felt they
had to clear up," explains Mr.
Pickrell. "They would say, 'My for-
eign subsidiary is doing well and I
don't want to change it.'

"We think they should look at it
because benefits represent a very
high percentage of total compensa-
tion."

Benefits can represent as much
as 60% to 80% of payroll in some
foreign countries, some industry
officials contend.

Inflation, says Joseph Mota, in-
ternational employee relations co-
ordinator for FMC Corp., a diversi-
fied machinery and chemicals
manufacturer in Chicago, has
driven employee benefits costs up
about 5% to 10% annually.

Many multinationals are finding
that pooling offers an experience-
rating system that determines how
benefits should be priced interna-
tionally and can provide benefits
for those with few claims.

The dividends, surpluses left
over after claims and service

charges are subtracted from premi-
ums, are just rewards for cost-con-
scious multinationals that have

begun realizing their foreign liabi-

CA
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lities.

"If it weren't for multinational

experience rating," explains Sa-
muel L. Richard Jr., vp of William
M. Mercer International, a New
York-based benefit consulting
firm, "the client in most cases
would not get any kind of surplus
or dividends back."

It's those cost-cutting and divi-
dend features that have, in part, at-
tracted Borden Inc., a diversified
dairy and chemicals maker based
in Columbus, Ohio, to pooling. The
firm presently is auditing its over-
seas benefits operations and ex-
pects to use one or more networks
to provide benefits to employees in
28 countries.

Borden could "realize a potential
$500,000 a year in savings," says
Michael Miller, the company's
director of employee benefits.

Borden also hopes to install cost-
containment programs, educate its
employees on the proper use of
benefits, increase its major medical
deductible from $100 to $150, rede-
sign its life insurance program to
allow employees to adjust their
coverages and improve the dental
insurance schedule.

Allegheny Ludlum Industries, a
Pittsburgh-based alloy steel maker,
presently is assessing its benefit
programs in Europe, South Africa
and South America after acquiring
Wilkenson Sword, the foreign
razor blade manufacturer.

FMC Corp. has seen a 20% reduc-
tion in benefit costs annually since
employing the Aetna-Generali net-
work to administer employee bene-
fits to more than 7,000 employees in
26 countries.

"We pool most of our benefits
programs overseas," explains Mr.
Mota, "It reduces benefits costs and
allows us to provide a higher level
of benefits than companies that do
not pool. We pooled to maximize
our benefits. Our objective has been
to provide the best benefits in the
competitive marketplace."

While some benefits managers
tout the merits of pooling, they note
it's not necessary to pool in all of
the countries in which they oper-
ate, nor pool all of the benefits
*,hich they offer employees.

"In some countries where you
have high tariff rates (some West-
ern European countries), it's more
advantageous to pool," says one
benefits manager who asked not to
be identified. "But in some coun-

tries, the local subsidiary can some-
times get a better rate than the cor-
porate headquarters can get by
pooling."

Multinational pooling, some in-
ternational benefits experts say, is
no panacea to all benefit problems.
There are some disadvantages:

• It can force the foreign subsid-
iary to do business with an insurer
that's the parent company's choice,
not its own choice, taking the bene-
fit decision out of the foreign sub-
sidiary's hands. That could cause
some strained relations between

parent and subsidiary.
• The foreign subsidiary, in

some cases, could be forced to pay a
higher premium than it would
have paid if its benefits had not
been pooled by the parent corpora-
tion.

• It can upset affiliations foreign
subsidiaries have with local insur-

ers.

"The best way to decide whether
pooling is the answer for you," a
benefit manager of a large multina-
tional farm machinery and high
technology firm says, "is to decide
what you want to accomplish bene-
fits-wise, establish objectives and
audit your benefits operations. You
can either do that yourself or hire a
consultant who will help you
achieve your goals." .
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How to pool multinational benefit risks
By JAMES LAWSON

As inflation takes its toll on a
multinational firm's profit state-
ments, more benefit managers are
pooling benefit plan risks to cen-
tralize control and hold down costs.

Though more firms are learning
the benefits of multinational pool-
ing, buying and planning an inter-
national package can be a problem.

Pooling, or lumping benefit risks
with a single insurer or interna-
tional insurance network, is still
not the norm, and firms should still
be aware that they are breaking
some new ground. Insurance indus-
try officials say only about 2,500
multinationals now pool benefit
risks.

"Multinational pooling is not a
panacea for all of a company's ben-
efits problems, but it's part of the
puzzle," notes F. Michael Ponicall,
a benefits consultant with Towers,
Perrin, Forster & Crosby in New
York.

"Companies hadn't had the staff
to undertake such a task before.
And lots of times, they hadn't been
allowed to do it. The economy,
however, has helped a lot of mul-
tinationals to consider pooling."

One of the first steps in establish-
ing a pooling arrangement is to
conduct a benefit audit to deter-
mine the cost of the program, types
of benefits offered and present
funding plans for overseas subsi-
diaries.

The audit also demands a com-

plete review of overseas benefits
needs with input from both the
benefits and operations depart-
ments. In reviewing the program,
firms might find problems they
never expected, consultants say.

In,many Latin American coun-
tries, for instance, a firm might
think twice about firing employees.
Government-mandated severance
indemnity could prove too costly.

In Mexico, the multinational
would have to pay each fired em-
ployee three months' salary, plus 20
days times the total number of
years of service. In Venezuela, the
employer would have to pay 15
days of final service multiplied by
the number of years of service.

"Companies have to come to
grips with what their liabilities
are," Mr. Ponicall says.

Borden Inc., a Columbus, Ohio,-
based multinational with employ-
ees in 28 countries, now is conduct-
ing such a review. The diversified
dairy and food products corpora-
tion wants to begin new cost-con-
tainment programs, provide better
employee education and redesign
some of its insured programs, as
well as pool its benefit costs.

"It's time-consuming," Michael
Miller, the company's director of
employee benefits says describing
the task, "but it's well worth it."

Mr. Miller expects the task to
eventually produce savings of
$500,000 per year.

The benefits manager of a large
New York multinational with
35,000 employees in 30 countries
suggests other companies hire a
consultant to help with planning,
decide what the firm wants to ac-
complish with its benefit program
and establish objectives consistent
with the company's philosophy.

If you have a good understanding
of your company's benefit philoso-
phy, you'll be better able to estab-
lish a fair and equitable benefit
program for your overseas opera-
tions, consultants say.

Choosing an insurer is not sim-
ple

Some companies use only one in-
surer network, but others find their
needs are best suited with two or
three networks providing special
expertise in certain countries or
special benefits. One major high-
technology firm uses seven net-

works to service its international
employee benef.ts needs.

There basically are three differ-
ent types of multinational pooling
networks:

• Insurance company-owned
networks like American Interna-
tional Group, which has local of-
fices in the countries in which it
underwrites insurance.

• Associated networks, which
have numerous reinsurance ar-
rangements across the world.

• Joint networks like Aetna-

Generali. Generali operates as the
local insurer overseas while Aetna
Life & Casualty Co. insures the do-
mestic portion of a program.

Swiss Life is recognized as the pi-
oneer of multinational experience
rating for benefits and is almost a
third category. The insurer is com-
posed of a combination of its own
subsidiaries and AIG.

While most networks operate in
many foreign countries, some in-
dustry insiders say the networks
are very different. Some have the

reputation of being extremely effi-
cient, very flexible and very de-
pendable.

Some even have specialized
packages and market their services
to a particular multinational indus-
try or market segment.

Consultants and multinational
benefit managers say the leaders
include:

AETNA/GENERALI-a net-
work estabished in 1966 by Aetna
Life & Casualty and Generali, a
large Italian insurer. It has em-

ployee benefit facilities in 42 coun-
tries and receives more than $40
million in premiums from 187 mul-
tinational clients. The network has
seen a tremendous amount of re-
quest for U.S.-style group benefits
in the Middle East.

Aetna/Generali has designed a
package that travels with third-
country nationals who relocate to
different countries on a regular
basis. Many of the employees under
these plans are technical. skilled

Continued on net page
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Companies pool benefit risks
Continued from previous page 1
and well-educated.

AREA-a relatively new network, which experi-
ence rates only a few benefits including life insur-
ance, disability and medical benefits. AREA's mini-
mum requirement is 300 lives.

AIG-its first pooling arrangement was written
in 1954. "Our bread and butter," says Edward Far-
rell, multinational account manager of the firm's
group management division, "in the overseas mar-
ket is local benefit plans."

AIG, Mr. Farrell says, has' 10,000 international
benefit contracts and has 85 different locatiins and

owns insurance companies in 78 of them.
AIG also identifies itself as the flexible multina-

tional network. "We basically say to our clients, 'We
can do anything you war,t us to do."'

GAIN-a relatively small, foreign-based net-
work, requiring a minimum 250 lives, that uses Bev-
eral underwriters in Eur:pe, Mexico and Canada.

IGP/JOHN HANCOCK-started as a multina-

A a al I

e philosophy

ig alone We re

tional network in' 196 7 It operates an association
with 28 world insurers that insure about 262 rr.ultin-

ational parents and more than 1,500 local :ubsi-
diaries.

This network, trying t6 expand its ma-k2. t share;
has begun marketing its services to Jad anese and
European multinationals. In addition, it has tailored
a package for small mullinat: onals:

INSUROPE-formed in 1968 and uses associate

insurers based in several foreign countries. The as-
sociates, however, arenot necessarily the largest in
'the country in which they aria based.

MIA/TRAVELERS-began as a multinational
network in 1967 and operates wish associate insurers
in 68 countries This network offers services to small

multinationals that want to provide benefits for at
least 100 people in at least tw) countries.

Presently it has nearly 30C international aeccunts
with 50 multinational rlients, covering about 32,000
employees. Its annual premium volume, officials
say averages about $40 million per year.

sses

a network of divi

I.

•ck in Reinsurance

Foreign workers
increasingly rely
on benefit plans

Financially troubled foreign so-
cial security and other govern-
ment-backed benefits programs are
fueling the demand for more pri-

vate overseas employee benefits.
An increasing number of multin-

ationals are finding themselves
providing a newer and higher level
of benefits-including major medi-
cal and life ins.irance and pension
and other retirement savings plans
-in countries where their employ-
ees once depended upon socialized
benefits programs.

Many employees use the addi-

tional coverage as alternatives to
programs offered in the countries
in which they work because they
find those plans and the medical fa-

cilities inadequate or they simply
hope to offset some inflationary
costs by acquiring a higher level of
benefits.

"In South America, many man-
agement and white-collar employ-

ees are asking for private hospital
and medical benefits," explains the

benefits manager of a large New
York-based consumer products
company with more than 25,000

employees in 40 countries. "The so-
cial security hospitals and medical
facilities in some of those countries

are not up to par.

"You wouldn't just send your
wife to some of those social security
facilities," he adds. "The employee
would rather pay an additional cost
than use those facilities."

For most multinationals, provid-
ing additional private benefits is
costly. Some of that cost, however,
is passed on the employee in con-
tributory plans.

"In some cases, the employee
pays a portion of the cost, but that
depends upon how magnanimous
the company is," the comsumer
products benefits manager adds.

Some of the demand is being
created by foreign local employees
who became accustomed to "rich"

benefits packages while being
trained in the United States. They

refuse to accept less when they re-

' Benefits are becom-

ing richer worldwide,'
says Mr. Farrell.

turn to their native countries.

High-level executives who work
overseas for U.S. multinationals

also want the same level of benefits

they enjoyed while working in the
United States.

In addition, some of the demand

comes because "governmental-sup-
plied benefits are having financial
trouble, which means a higher per-
centage of that share will be laid
off on the multinational," says Ber-
nard Coughlin, director of interna-
tional employee benefits for Sperry

Corp., a large multinational high
technology company.

In Belgium, where employees
once depended heavily upon the
social security system, there's more
demand for pension plans, interna-
tional benefits specialists say.

There's also an increasing de-
mand for private medical insur-
ance in the Middle East, the Carib-
bean and Far Eastern countries,
contends Edward Farrell, multina-

tional accounts manager for the
group management division of
American International Group in
New York.

Life insurance and widows bene-

fits are becoming popular in some
countries, notes Mark White, direc-

tor of international compensation
for Hay Associates, a management
consulting firm in Philadelphia.
Employees want to be compensated
for lower salary increases," he says.

"Benefits are becoming richer
worldwide, especially for the exec-
utive class," says Mr. Farrell.
"There's an increasing number of
people at the top management level
who want private coverage because
they don't want to stand in line for
the medical care provided by bene-
fits programs in those countries." .
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Range of British benefits is enormous
By STACY SHAPIRO

LONDON-Moonlighting is just
one of the employee benefits that
British companies offer workers.

"The dog racing tracks are
staffed in the evening by the day-
time bankers," said Dryden Gill-
ing-Smith, managing director of
employee benefit services here.

Mr. Gilling-Smith isn't kidding.
The range of benefits for British
employees is enormous. Employees,
usually middle- and upper-man-
agement, receive company cars,
loans for mortgages and commuter
transportation, luncheon vouchers,
discounts and barter plans, profit-
sharing and pensions and even
part-time employment at a track.

The huge increase in benefit
plans came in 1976 when the La-

Workers seeking
private health care

LONDON-Private medical in-

surance in Britain is more than just
an employee benefit these days-
it's a corporate benefit.

Private care is becoming a neces-

sity as British companies say they
can no longer afford to have their
employees sit on two-year National
Health Service waiting lists for
minor operations.

"A few years ago private medical
insurance was looked upon as an
employee benefit," said Mr. Hugh
Elwell, adviser to the Private Pa-
tients Plan, which issues medical

insurance policies. "Now, however,
it's looked upon as the employer
who gets the benefit. He can now
dictate when you go for medical
treatment and when you don't."

The NHS's waiting list is a way
of rationing the free medical care
the British government provides.
People have been known to wait
from six months to two years for
operations on such minor maladies
as hernias.

But while waiting, the employee
is less productive and loses pay as
the company schedules light duties
and no overtime work, he says.

"If you're earning 150 pounds per
week, 110 of that may come as
wage and 40 pounds comes in as
overtime, But then you don't get
overtime because you're on light
duties while you wait for the opera-
tion," he said.

"If you're a guy on the shop floor,
you're going to ask for private
medical insurance so you don't
have to lose money doing light
duties.

"And if you're an employer,
you're going to give your employ-
ees a private medical plan because
you need a well-run staff to im-
prove productivity during this re-
cession. Companies need their staff
serviced like their machines these

days, now that there's a 40% drop in
the workforce," said Mr. Elwell.
There's no fat in the staffs to fill in

for sick people, he noted.
Nearly 80% of the 3.5 million

people who use private medical
care are insured by company bene-
fit plans, but the employees are
taxed on their company's premium
contribution to the plan because the
government classes the benefits as
salary. So each employee under the
medical plan pays his mandatory
National Health contribution plus
tax on a private insurance policy.
The worker is paying for health
care twice but could be saving
money by getting early treatment.

Other company medical systems
also are being improved. Miners in
Yorkshire now go to the Beech-
wood Clinic to get minor operations
without waiting and there's been
enormous growth in company-em-
ployed medical doctor programs,
says Mr. Elwell, though statistics
are not available. •

bour government issued a control-
of-income policy, limiting wage in-
creases for workers earning more

than 8,000 pounds.
"This had the effect of com-

pressing earnings," said Mr. Gill-
ing-Smith, "so you had to provide
other remuneration."

The wage freeze was lifted under
Prime Minister Margaret
Thatcher's Conservative govern-
ment, slowing the growth of new
benefits, but firms are keeping the
benefit programs for tax advan-
tages, Mr. Gilling-Smith said.

He advises multinational com-

panies-including British Petro-
leum, Barclays Bank and U.S. sub-
sidiaries-on how to fund their

pension and other benefit plans. He
also has designed the funding pro-
gram for the United Nations' pen-

sion plan.
Some of his client companies set

up overseas employment com-
panies so executives can receive
some tax-free earnings under a tax
loophole that gives a tax break to
workers employed outside the U.K.
for more than 30 days.

One of the biggest current con-
troversies in the United Kingdom,
however, is whether or not com-

panies can offer tax-free private
school scholarships for senior exec-
utives' children, said Mr. Gilling-
Smith, who sold this benefit plan to
many companies.

"The senior executives don't

want to use the state school system,
and their children don't get (state)
university grants," he said. "The
fees for boarding school are 3,000
pounds per year. But you'd have to

have a 12,000-pound increase in
salary just to have that money after
tax."

By paying fees directly, the com-
pany keeps its executives happy at
a lower cost.

Three thousand pounds, rather
than 12,000 pounds, is paid by the
firm directly to the school, and the
employee is exempt from paying
tax on scholarship money.

The Inland Revenue, however,

has objected to these scholarships
and says they are taxable.

Imperial Chemicals Industry is
financing a test case to see whether
or not these scholarships are tax-
able under law, Mr. Gilling-Smith
said. The final decision will be

made in the House of Lords (the

British Supreme Court) this au-
tumn, and if it says the benefit is

taxable, the companies will go to
the government for an amendment,
said Mr. Gilling-Smith.

The company car is also a normal
benefit for almost anyone in the of-
fice-from secretaries on up.

"Everybody in this office has a

company car," said Mr. Gilling-
Smith. "In order to give employees
500 pounds in hand, it would cost
me (the employer) 1,000 pounds. It

costs about 2,000 pounds per year to
run a car, including tax, service
and petrol," he said.

But by paying for an auto, his
company gets 25% of the car and
maintenance costs as a tax deduc-

tion, and the employee shells out
only 190 pounds in personal tax for
the company car, worth 8,000
pounds. The employee and the
company both save. I
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Workers abroad earn Social Security benefits
By JERRY GEISEL

WASHINGTON-Some Ameri

cans working overseas can carri
higher Social Security benefits, and
their employers won't have to pay
U.S. Social Security taxes.

Under recent agreements s.gned
with West Germany, Swi:ze-land
and Italy, an American employee
working in any one of tho:e Coun-
tries will have wages earned over-
seas taken into consideration A-hen

his Social Security benefit is com-
puted at re.irement

For example, the Social Seeur.ty
benefit of a U.S. worker wno
worked in this country for 20 years
and was then transferred to West

Germany, where he worked :r-
other 20 years, would be based on
his average wage earned over 40

rears instead of just his employ-
mnent in the United States, even
though his employer paid no Social
Security taxes while the employee
•vorked overseas.

These Social Security agree-
ments, known as totalizatior ar-
rangements, date back to a 197; law
shat gave the president authority to
begin negotiations with other *un-
iries to provide continuity of ccver-
age for U.S. workers who ere
:ransferred overseas.

"The agreements ensure ade-
quate Social Security benefits for
the worker who moves overseas,"
said Robert Heitzman, a partner
with Kwasha Lipton, benefi: con-
sultants in Englewood Cliffs, N.J.

The agreements also serve as a
shield against inflation by includ-
ing an employee's career average

Agreements have
been signed with
West Germany,
Switzerland and ITaly

wages :n calculating a benefi:,
rather :han just his earlier U.S.
wages wher. ne was earning less

The trst Social Security tctal-za-
sion agieement was reached with
Italy in November 1978. An agree-
ment w th Kest Germany folowed
in De:5ember 1979 and with Swit-
zerlard in Ncvember 1980.

Talks continue with 16 others.
Pacts al·e near with Belgium, Swe-

den, Canada and Norway.
Before the totalization agree-

ments, U.S. employers had to pay
both the employer and employee
FICA payroll tax, which is now
13.3% of the first $29,700 of wages,
to guarantee that their overseas
workers continued to have their
wages included in the calculation
of their Social Security benefit.

The agreements with West Ger-
many, Italy and Switzerland wipe
out the need for a U.S. employer
with American employees in any of
those countries to pay that hefty
FICA tax since its employees' ca-
reer average wages are used in set-
ting a Social Security benefit.

The U.S. firm, however, would
have to continue to pay the social
security tax required by the foreign
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country where it has a subsidiary.
Under the agreements, an

American who worked in the
United States and then moved

abroad would receive two Social
Security benefits when he retired
-one from the United States, one
from the foreign country where he
also worked-with the amount
based on career earnings as well as
the number of years he worked in
each country.

For example, an American em-
ployee may have worked 10 years
in the United States before being
transferred to Switzerland where
he worked another 30 years before
he retired. If he were entitled to an

$800 monthly benefit based on his
average earnings over his 40 years
of employment, the $800 would be
divided by one-fourth-the per-
centage of his work career in the
United States-for a monthly bene-
fit of $200.

Similarly, if his Swiss monthly
benefit was $600, based on 40 years
of total employment, the $600
would be divided by three-fourths,
the percentage of his employment
in Switzerland, for a monthly ben-
efit of $450.

The agreements do require that a
worker live a certain amount of-
time abroad in order for career av-

erage wages to be considered in cal-
culating the Social Security benefit.

For example, an American must
work at least five years in Switzer-
land before Swiss employment is
considered in the Social Security
calculations.

The totalization agreements are a
two-way street between the United
States and other countries. While

foreign employment is considered
when the U.S. Social Security ben-
efit is calculated for the American

worker, U.S. employment is taken
into account when the foreign
country calculates the public re-
tirement benefit due its citizens for

the years they worked in the
United States. •
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New tax ruling
helps and hurts
multinationals

By JERRY GEISEL

WASHINGTON-A new section
of the U.S. Tax Code allows com-

panies to deduct from their taxes
reserves established in West Ger-
many to pay for their German pen-
sion plans, but the new rule could
add millions of dollars in tax liabi-
lities to some unsuspecting multin-
ational companies.

Section 402A, which was added
to the Tax Code late last year,
ended an ongoing battle between
the Internal Revenue Service and
U.S. companies with West German
subsidiaries over whether the com-
panies could receive tax breaks for
establishing pension reserves for
German plans.

The issue arose in West Germany
because of the unusual way that
country allows employers to cover
their pension plan liabilities.

Unlike the United States, in
which the Employee Retirement
Income Security Act requires em-
ployers with pension plans to set up
separate funds to pay for the plans,
West Germany allows employers to
set up book reserves-without ac-
tually laying out ready cash-to
pay for the plans.

The book reserve contribution is
fully tax-deductible.

The practice of establishing book
reserves to pay for pension plans
began in Germany after World
War II to enable cash-starved com-
panies to conserve sparse capital
that was badly needed as corpora-
tions there needed to rebuild.

U.S. companies in West Ger-
many set up book reserves for their
German plans, enabling them to
conserve cash as well as reduce
their taxes in Germany and the
United States.

But about three years ago, the
IRS ruled that employers could not
deduct their German book reserve
contributions. Tax deductions only
would be allowed at the time the
pension benefits were actually paid
to the worker, the IRS ruled.

Multinational companies re-
belled and began a three-year cam-
paign in Congress to overturn the
IRS ruling and restore tax breaks
for book reserve contributions.

In 1980, employers thought they
won a major victory when Con-
gress passed legislation, H.R. 4155,
to amend and add a new section to
the Tax Code to allow companies
with overseas branches and subsi-
diaries to set credit for about two-
thirds of the deduction allowed in
West Germany for the book re-
serve contribution there.

But for as many as several hun-
dred U.S. companies it is a costly
victory because the law is applied
retroactively, said Robert Heitz-
man, a partner at Kwasha Lipton
in Englewood Cliffs, N.J.

Companies that make book re-
serve contributions will have an in-
creased tax liability for any year in
which their books are still open.

In an example provided by Kwa-
sha Lipton, a company with a me-
dium-sized German operation may
have been deducting $1 million a
year f6r the last five years for its ,
pension book reserve contribu-
tions.

Under the new tax law, a firm
with a German operation may be
entitled to deduct about 30% less, or
about $3.5 million, for the five-year
period.

As a result, the firm will have to
add that $1.5 million difference
back into income by filing
amended returns for the last five
years, according to Kwasha Lipton.

At the same time, their future
annual deductions for pension book
reserves will probably also be re-
duced by about 30%.

But the new section of the Tax
Code also has some firms beaming.
Some 25% of U.S. companies doing
business in West Germany have
not been taking any deductions for
their pension book reserves.

For them, the new legislation is a
real bonanza, because it decreases
their U.S. income tax liabilities,
both retrospectively and prospec-
tively, pension consultants say. m
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New York:

220 East 42nd Street, N.Y. 10017 (212) 210-0138
Chicago:
740 Rush Street, IL 60611 (312) 649-5275
Los Angeles:
6404 Wilshire Blvd.. CA 90048 (213) 651-3710

Business Insurance, the national newsweekly of loss
prevention, risk financing and benefit management.

Meeting the challenge.

r

#.

In excess and surplus lines, as in space
technology, the achievers consistently meet
the challenge, no matter how great.

The Crowther People have met the challenge
in the handling of difficult risks, like the food
spoilage warranty coverage they developed
for a manufacturer of food freezers.

A challenge met with a successful solution.
Ask the Crowther People for a similar
solution to your next marketing problem.
They'll meet the challenge.

4 I

Minneapolis, Minnesota
Des Moines, Iowa
Omaha, Nebraska
Sioux Falls, South Dakota
Madison, Wisconsin
Springfield, Missouri
Bismarck, North Dakota
Billings, Montana
Boise, Idaho
Denver, Colorado
Topeka, Kansas
Portland, Oregon
Salt Lake City, Utah

612-333-0361

515-243-1221

402-393-2040
605-336-0960
608-833-4567

417-887-0354

701-223-1112

406-248-7183
208-336-7131
303-753-0071

913-267-1222

503-224-5081

801-328-3133

the

Crowther People L
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take onanewemployee.
We know. We know. Things are rough.
But what if we told you that just one man

can straighten things out?
Hard to believe, but he's no ordinary man.

He's the Continental Soldier. The one be-
hind Continental Risk Services. In fact, he's
behind each and every part of The Continen-
tal Corporation.

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

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

Now there's someone to relieve your bur-
den. Someone who knows all about risk

management consulting-including feasibility
studies, captive insurance companies and
self-insured programs. And someone who
can offer you a host of services, like claims

and recovery, technical/loss control, com-
puter, financial and educational.

So, if things are getting out of hand, take
on a helping hand. The Continental Soldier.
He may look like just a man, but he's 
really an army.

For more information, please write: -1- /
Mr. Charles Ruoff, Pres., Continental Z Lt 'lk
CRS, 80 Maiden Lane, -.ima 'll*. 16

New York, NY 10038. ./.ble/W«:Rf --1.WEII ©TCC 1962

Continental Risk Services.a facility of The Continental Corporation



Innovative Insurance Needed

for Land or Offshore?
The ever advancing technology of the oil and gas industry
demands special attention to properly protect the substantial
investments required in developing unique new concepts.

Whenever or wherever a fresh insurance approach is re-
quired, Underwriters Special Risks, Inc. and their special team
of correspondents are responding to the innovative needs of
the energy industry worldwide.

Our experience in arranging energy industry insurances
assures sound coverage, economical cost and efficient claims
service the world over.

For the help you need with your next unique situation,
Underwriters Special Risks, Inc. could be the solution you are
seeking. Ask your agent or broker to try us.

]E@tsSS-

(Underwriters Special Risks, Inc.)
600 Jefferson, Houston, Texas 77002
Telex 762314 Cable U.S. Risk

 A Halliburton Company
Dealing through agents and brokers

AIRMIC's plans
British risk managers want
group to expand influence

By STACY SHAPIRO

LONDON-British risk manag-
ers say they need a forum to wield
influence in the insurance market,

Parliament and the European Ece-
nomic Community.

That's why Graham Hole, chair-
man of the Assn. of Insurance &

Risk Managers in Industry & Com-
merce Ltd., is advocating change in
his professional association.

"We, the risk/insurance manag-
ers, are the only link the companies
have with market," said Mr. Hole,

group insurance and risk manager
for Barclays Bank Ltd.

"We need to know the legisla-
tion, what the EEC is doing and
what there is in the worldwide

markets-America, Africa, etc," he

explained.
AIRMIC needs to expand its dia-

logues with other risk management
organizations around the world and
also needs to talk to brokers, insur-

ers and safety associations, Mr.
Hole said.

"We have tended to be a little in-

troverted. We haven't sold AIR-

MIC as the sole organization for the
insurance buyer in this country "
he continued.

But to make the changes, AIR-
MIC needs to raise some more cash,

Mr. Hole said. The type of member-
ship into the club will have to be
changed, he said.

Seguros
Bancomer, S.A.

ONE OF T'HE LARGEST "MULTIPLE LINE" INSURANCE COMPANIES IN

MEXICO, SERVICES NATIONWIDE MEXICAN POLICY HOLDERS THROUGH ITS
SIXTEEN REGIONAL OFFICES, AGENTS AND BROKERS.

ITS EXPANSION REQUIRED THE OPENING OF ITS FIRST INTERNATIONAL
REPRESENTATIVE OFFICE TO PROVIDE INFORMATION AND ESTABLISH NEW
CHANNELS OF COMMUNICATION ASSISTANCE TO THE U.S. INSURANCE
MARKET.

INSURANCE SERVICES

Propert yand Casualty

Life, Accident and Health

Liability and Workers's Compensation

Auto, Technical and Sundry Lines

Inland and Ocean Marine

CORPORATE EXECUTIVE OFFICES

Seguros Bancomer, S.A.
Av. Universidad 1200

Mexico 12, D.F-Mexico
U.S. REPRESENTATIVE OFFICE

RISK MANAGEMENT SERVICES

Risk Management Advisory

Property Safety Programs

Loss Prevention Engineering

Evaluation of Current Protection

Financial Counseling

Group Life and Employee Benefits

SEGUROS BANCOMER, S.A.

641 Lexington Avenue - 17th Floor
New York, New York 10022

Phone (212) 751-4727
Telex No. 147217

PLEASE ADDRESS ALL INQUIRIES TO LARRY NIETO, JR. VICE PRESIDENT
AND MANAGER INTERNATIONAL DIVISION NEW YORK OFFICE

Autorizado por la C.N.B.S. oficio No. 24746
Exp. 733.1(S-128)/1-9 de Julio 1981

Look for future announcement of our Los Angeles office.

'We have tended to be a little introverted.

We haven't sold AIRMIC as the sole organ-
ization for the insurance buyer in this
country,' Mr. Hole says.

Now, the 547 members of AIR-

MIC are listed by name and pay in-
dividual dues. To boost financial

resources, Mr. Hole would like the

group to go corporate. The associa-
tion would register the employer
instead of the individual, and mem-
bersip fees could double from 21
pounds annually.

With more money, AIRMIC will
be able to improve its education
and training courses along the lines
of those offered by the Risk & In-
surance Management Society in the
United States, Mr. Hole said.

"RIMS is farther along than we
are," he said. "We will follow the
model of RIMS in this sense. . .no

use reinvinting the wheel."
The College Institute of Insur-

ance in London does have one

course dealing with the theories of
risk management, and next year
AIRMIC will promote a fellowship
at the CII.

The association also hopes to put
some money into more undergrad-
uate programs to develop risk man-
agement courses in universities, he
said.

"At the moment, risk managers
in this country have been born
from insurance management," he
said.

"But the insurance guy has a
wide spectrum (for viewing) the
risk; he's inquisitive and slightly
pessimistic after seeing so many
losses."

The system isn't terrible, but risk
managers would like to see more
professional risk management
training.

"For the lack of high technical
training, the insurance industry
guy has common sense and works
out quite well," he said.

Mr. Hole came up through 25
years in the insurance industry to
develop the first risk management
program of its kind in London's
five major clearing banks. He is a
model for the organization and co-
ordination he wants for AIRMIC.

"By comparison to American
banks, we don't have organized
risk management departments, but
that's because we don't have (as
much) regulation for insurance,"
he said.

The British clearing or retail
banks aren't required by law to in-
sure against fraud or theft, nor are
they forbidden to have insurance
subsidiaries.

So a risk management depart-
ment hasn't been used in the same

way U.S. firms would use them in
negotiations with brokers and in-
surers, he said.

Instead, Barclays has developed
an insurance services company to
sell individual policies, a Lloyd's
broker called Barclays Insurance
Services International Ltd., and a
captive insurer in Guernsey,
Spread Eagle Insurance Co. Other
departments were developed by
Barclays, the country's largest
bank, to promote safety and secu-
rity.

Mr. Hole organizes the com-
pany's insurance policies, totaling 3
million to 4 million pounds in pre-
mium.

He believes that risk manage-
ment is more than buying insur-
ance, however.

"The main niche of an insur-

ance/risk manager is one of coordi-
nation as much as anything else,"
he said. "He can't buy insurance
without being involved in the risk.
I want to help the bank identify the
risks, coordinating the risk before
buying insurance."

Mr. Hole links up with the vari-
ous departments in the bank that
prevent claims in the 3,000 Bar-
clays branches and works closely
with the health and safety depart-
ment, the security department-
which controls the safes and trans-

port of money-and the computer
internal auditing staffs.

"My personal view is that the in-
spection department that watches
the internal books is the biggest
risk management function," Mr.
Hole explained. "If you talk about
risk management, you talk about
reducing loss, and the inspection
department is the biggest for this."

The biggest area of concern at
the moment, however, is the fraud-

ulent use of computers and the
electronic transfer of money.
Lloyd's of London is now research-
ing a draft for computer fraud in-
surance, he said.

Barclays, like any other com-
pany, needs insurance despite its
loss-prevention efforts. Some of the
coverage is placed with the captive
in Guernsey, and some is filtered
through Barclays' brokerage to
Lloyd's, Mr. Hole said.

British banks usually buy about
30 million pounds of bankers blan-
ket bond coverage from Lloyd's,
much less than U.S. banks, which
usually buy 100 million pounds of
coverage. Lloyd's underwrites
about one-third of Barclays' poli-
cies.

Other insurance coverage, in-
cluding automobile, fire and prop-
erty, employer's liability and per-
sonal accident are placed with
other insurers in the London mar-

ket or the captive.
Some subsidiaries have needs too

specialized to be dealt solely in the
British market, so Mr. Hole is de-
veloping a North American insur-
ance program through Marsh &
McLennan for Barclays' branches
in the United States.

"Barclays has been growing in
the States," Mr. Hole said. "Four
hundred million dollars has been
invested in the United States in the

last two years.
Coverage for U.S. subsidiaries

will be kept and managed in the
United States, he said, because the

it presents unique insurance prob-
lems: higher liability awards, dif-
ferent state insurance regulations,
etc. Premiums are paid in dollars,
so they should be kept in dollars, he
said. •



Allianz names Keegan
casualty underwriting vp

James E. Keegan has been ap-
pointed vp for casualty under-
writing at Allianz Insurance Co. in
Los Angeles.

Mr. Keegan had been vp for cas-
ualty underwriting at Baccala &
Shoop Insurance Services in Los
Angeles.

Also at Allianz, Bill Cody has
been named vp for North Ameri-
can production.

Other insurer changes:
William B. Lusk elected presi-

dent and a member of the board of
directors of US-

LIFE Corp. Mr.
Lusk succeeds

I.

Lee D. Arning
who has been .*-
promoted to vice ....
chairman and
chief investment

5

officer.

James Vogt
, appointed prop-

erty/casualty Lusk
claims manager
of the Los Angeles office of Fre-

3 mont Indemnity Co.
Ronald Harder appointed chief

operating officer and administra-
tive vp of Jewel-

ers Mutual In- 
surance Co. of I-' c-

 Neenah, Wis. At 
the same com-
pany, William

named claims DiY 'St
manager, and rET, 
bauer named  
controller. Don Harder
Zolkowski, an

executive vp, also named vice
chairman.

Zurich-American Insurance Cos.
announced two promotions:
Arthur J. Slawson named devel-

I opment manager in the special risk
division, and Donald E. Scrivner
appointed boiler and machinery
underwriting manager.

Peter E. Braun appointed vp of
the group pensions department at
Metropolitan Life Insurance Co.

Combined International Corp.
named Ronald K. Holmberg as
senior executive vp and chief ad-
ministrative and financial officer.

Fred A. Buck named executive
vp at Reliance Standard Life Insur-
ance Co. in Philadelphia.

Dr. Robert L. Lambert named
assistant vp and medical director
and Maynard R. Stufft named as-
sistant vp of underwriting at Penn-
sylvania Hospital Insurance Co.
and its subsidiary, Pennsylvania
Casualty Co. Both are headquar-
tered in Camp Hill, Pa.

John W. Rucker Jr. elected a
secretary of Insurance Co. of North
America. Mr. Rucker is responsible
for the inland marine product line
and the municipality class of busi-
ness.

Reinsurers
INA Reinsurance Co named

Donald M. Carll vp for acci-
dent/health underwriting and
named Robert Taylor Jr. resident
secretary/underwriting, responsi-
ble for management of INA's Chi-
cago regional reinsurance office.

Other suppliers
Lance Tane and Mike Treacy

have joined the Washington office
of The Wyatt Co. as consultants.

Towers, Perrin, Forster &
Crosby announced several promo-
tions. Quentin I. Smith Jr. named
chairman of the board, retaining
his postion as chief executive offi-
cer. James E. Kielley named pres-
ident, succeeding Mr. Smith. Ber
nard D. Berry elected vice chair-
man of the board and continues as
managing director of the com-

comings &
goings: industry

pany's reinsurance operations.
Gail Reitze promoted to director

of benefit communications at the
Chicago office of Meidinger Inc., a
consulting firm.

Agents/brokers
John T. Mulvihill joined Jay &

Renfro Insurance Brokers in New-
port Beach, Calif.

Gordon Adams joined the Los
Angeles office of Frank B. Hall &
Co. as vp and account executive. .

1 The 1The1 Employee Benefit *ImmM C&auepent .r.
1 Communications Hmn jook nons
1 Handbook /limililipli/ Ape'Y,Illilill .1

At last, here is an informative handbook for making
 benefit communications more effective!

Successful step-by-step techniques are revealed to
 increase employee interest, understanding, appreciation andprudent use of benefits.
 Written by award-winning creative director DennisHommel, this concise manual tells how to evaluate available
 media, select a communications consultant, plan an effective L 11/:Mill. scetvesayiietermine true costs and execute mes- -E-/au#U

It also gives tips on how to gain management approval r-1 1/'/.
 for an ongoing communications budget, and much more. #UuuMB iTruly a valuable guide for any Benefit Manager.

$20.00, P&H and sales tax included. 30 day money back -I' lguarantee. D&8 rated firms may send P.O., others must
. include payment. No CODs. U---

UPG Publications Division, Dept. 198, Box 700, Redwood City, CA 94064. -

CROSSWORD PUZZLE
ACROSS

1. Primary property ea Duke or Day. 2 wcrds
coverage in which 61. - Paulo
Insurers accept 63. In a -,jifly
stated percentage 65. Actor Colman
of risk. 2 words pl. 66. Dutch airline. abbr.

9. Auditor of 67. When an Insurance
accounts. abbr. company has not

12. Person who runs a been kensed in
business. abbr. a state. comp.

13. E.g. Eskimo and pizza DOWN
14. A kind of session
15. The Arst one 2. Commercial casualty

occurred in New coverage insuring
Mexico on July 16. third parties
1945. comp. against any risk

19. Am dramatist The Man 46 Stare atWho Came to Dtnner . Ttolley

2a Insurance payment 5. Unit of mechanical
21 What one does with energy. abbr.

initial stated

portion of insur-
ance claim

23. Compass point 123
24. Musical compost-

tions intended

mainly for practice 12
of technique -26. U.S. Attorney
General, 1961- 15
1964. initials

27. Island of immigra-
tion entry 20

29. Shortened version
of girl's name

30. Realistic practical 23
32. _ and behold
35 You might have one

of these in the fire
35. Type of excess insur- 27 28

ance coverage, abbr

36.15:iel undfrnsg  32
and surplus lines41. Cubic meter. abbr. -

41 Capital of Drn. France
41 _id. Roman poet
44.Agreement between DAC

primary insurer --41and reinsurer

45. Section of playing --llfteld. abbr.
4& Cowboy 44
4& New England state. abbr.
49. One of President

Reagan's principal 48
advisers. first initial
and last name

62. British scientific 53 54
institution. abbr.

53. Vertical windows

projecting from 58
sloping roof

55 Baccala & Shoop's
northwesternmost city

5& God of love 61

66

4

6. N _, national in- 28. Place to store belong 60. Title preftxed to
surance organization ings during athletic woman's name that

7. Insurance prefix participation. 2 words does not indicate
& Affirmative, Sp 31.Affirmative. a la marital status
a What Baccala * Shoop Gary Cooper 51. Red or Dead

is known as. 2 words 34. Where Kings and Red 53. Offlce furnishing10. Go separate ways Wings play. 2 words pl. 54. Spoken
11. Urban living spaces. abbr. 36 Louisville Slugger 56.Act for which injured15. Vaulted semicircular 37. Payments in accordance party is entitled to

recess in building with insurance policies compensation16. Midday rest 38 How excess coverage 57. Galt between a walk17. For shame! is structured. pl. and a run
18. Mall a letter a 39. Division of risks among 58 - culpa

second time Insurance companies 62. Attendant of sick. abbr. '
19. Exdamation ofjoy 40. Commitment by Insurer 63. Chemical symbol for tin21. Stan the Man bevond normal capacity 64. Money market instrument.22.Plaza _Tbros 47. Salmon eggs and abbr.
25. Free of wear or decay lobster coral

16

24

A

17

t

49

1
42

29

33

50

N

567 8
13

18 19

21 22

25 26
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45

34

55

59

63 64

30

60

35

D

r
51

What's an 11-letter word that best describes the services of Baccala & Shoop? Flexibility.
Within our one-and-only speciality-excess and special risks-we structure

one-of-a-kind proposals, according to the needs of your clients. . Tell us the coverage Baccala
required. Named Property Perils or All Risks? Casualty Umbrella or Gap Layer? To each

category, we bring the professional skills of a staff dedicated solely to excess and 8 Shoopsurplus lines. .Call on Baccala & Shoop when you need a perfect fit for a hard-to-place
risk. No long-distance dealings required; each of our local offices has binding authority. The crack troop

Home Omce.· 2049 Century Park East. Los Angeles. CA 90067. Tel· (213) 553-1333 in underwriting management
Atlanta • Chicago • Columbus. OH • Dallas • Houston • Los Angeles • Minneapolis • New York • Philadelphia • Phoenix • San Francisco • Seattle
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When you're good at writing tough classes,
the word gets around.
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datebook

OCT. 19-21. The Improvement of Product
Safety course in Cambridge, England, sponsored
by Product Liability International; 180 pounds
(approximately $3601. Also Oet. 29-30 in London.
Lesley Parkinson, Product Liability International,
Lloyd's of London Press Ltd., Sheepen Place, Col-
chester, Essex CO3 3LP, England, 01-206-69222.

OCT. 19,22.69th National Safety Congress in
Chicago, sponsored by the National Safety Coun-
cil, members, $60; non-members, $90, $80 in ad-
vance. Congress Planning, National Safety Coun-
cil, 444 N. Michigan Ave., Chicago, Ill. 60611,312
527-4800.

OCT. 20. Legal Trends and Their Impact on
Products Liability, Bodily Injury, Workers
Compensation and E&0 workshop in Norfolk,
Va., sponsored by the Society of CPCU; members,
$85; non-members $95. Society of CPCU, Provi-
dence and Sugartown Roads, Malvern, Pennsylva-
nia. 19355.

OCT. 20-22. Financial Analysts for Risk Man-
agement Decisions seminar in New York, pre-
sented by Dr. John Cozzolino, $685 per person,
plus $50 registration fee per company, which in-
cludes workbook and calculator. Also Nov. 1749
in San Francisco. Cozzolino Associates Inc., 12

Chippenham Drive, West Berlin, N.J. 08091,609-
784-7105.

OCT. 20. Business Interruption/Time Element
Coverages workshop in Grand Rapids, Mich.,
sponsored by the Society of CPCU, members, $85;
non-members, $95. Society of CPCU, Providence
and Sugartown Rcads, Malvern, Pa. 19355.

OCT. 21. An Insurance Learning Experience
workshop in Oak Brook Terrace, Ill., sponsored by
the Oak Brook Assn. of Insurance Women; $35.
Helen Roman, P.O. Box 1143, Oak Brook, 111.
60521; 312-920-6800

OCT. 21.25th Annual Risk Management Con-
ference in North Hollywood, Calif., sponsored by
the Los Angeles C hapter of the Risk & Insurance
Management Soc.ety; men.ben, $45; non-mem-
bers, $55. Donald A. Craft, Ticor, 6300 Wilshire
Blvd., Los Angeles. Calif. 90048; 213-852-6203.

OCT. 22-23. Aviat*on Law/Insurance sympo-
sium in Orlando, Fla-, sponsored by Embry-Riddle
Aeronautica. University; $225. Bob Whempner,
Director of Frofessional Programs, Embry-Riddle
Aeronautical University, Star Route Box 540,
Bunnell, Fla. 3201), 904-672-3439.

OCT. 22-23. Human Error Reduction

Techniques course in Chicago, sponsored by Don
Petersen, management consultant; $275. Don Pe
tersen, 9236 East Walnut Tree Drive, Tucson, Ariz.
85715; 602-749-2319.

OCT. 22-24. International Benefius Seminar in

Montreal, sponsored by the International Founda-
tion of Employee •Benefit Plans; members, $440;
non-members, 5515. IFEBP, 18700 W. Bluemound

Road, Box 69, Brookfield. Wis. 53005; 414486-
6700.

OCT. 23-24. Hospital Liability and Risk Man-
agement seminar in New York, sponsored by the
Practising Law Institute; $275. Also Nov. 20-21 in
Miami. Pra-tising Law Institute Deptartment
SWC, 810 Seventh Ave., New York, N.Y. 10019;
212-765-5700.

OCT. 25-28. 1981 Corporate Benefits Manage-
ment conference in San Francisec, sponsored by
the Internatonal Foundation of Employee Benefit
Plans; members, $440; non-members, $515. IFEBP,
18700 W. Bluemound Road, Box 69, Brookfield,
Wis. 53005; 414-7864700.

OCT. 25-29. Washington Insight on Employee
Benefits program in Washington, D.C., sponsored
by the U.S. Chamber of Commerce; 5825. Nancy
Turnbull or. Suzanne Lulewiez, U.S. Chamber of
Commerce, 1615 H St. N.W., Washington, D.C.
20062; 202-659-6138.

OCT. 26-27. Eighth Annual Environment and
Safety Briefing sessions in Washington, spon-
sored by BNA Education Systems; $250. Environ-
ment Conference Secretary, BNA Education Sys-
tems, Suite S-602, 1231 25th St. N.W., Washington,
D.C. 20037; 800-424-9890; 202-452-4420.

OCT. 26-27. Industrial Hygiene for Managers

of Hazardous Activities seminar in Arlington,
Va., sponsored by the International Institute of
Safety & Health; $295; three or more from same
firm, $250. ZISH, 5010-A Nicholson Lane, Rock-
ville, Md. 20352; 301-984-8969.

OCT. 26-28. Corporate Employee Benefits con-
ference in San Francisco, sponsored by Interna-
tional Foundation of Employee Benefit Plans;
members, $260; non-members, $435. IFEBP, 18700
W. Bluemound Road, P.O. Box 69, Brookfield,
Wis. 53005; 4 14-786-6700.

OCT. 26-28. Product Safety Engineering course
in Baltimore, sponsored by the Institute of Product
Assurance; $450. IPA, 9811 Mallard Drive, Suite
213. Laurel, Md. 20811; 301-792-0710.

OCT. 26-29. Loss Control Management seminar

in Cleveland, sponsored by Factory Mutual Engi-
neering & Research. Open to Factory Mutual-in-
sured members only, $495. Also Nov. 1649 in San
Francisco and Nov. 30-Dec. 4 in Dallas. Training
Resource Center for Loss Control Management,
Factory Mutual Engineering Corp., 1151 Boston-
Providence Turnpike, Norwood, Mass. 02062,617-
762-4300.

OCT. 28-29. Risk Management Techniques for
Municipalities seminar in Merrimack, N.H.,
sponsored by the Society of CPCU and the Profes-
sional Insurance Agents of New England; $250.
Maurice Desmarais, CIC, Education Department,
Professional Insurance Agents of New England, 1
Ash St., Hopkinton, Massachusetts 01748; 617-435-
6801.
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Zurich-American:
We Speak Insurance
Initny Language
Interested in buttoning down more international
business? Look to Zurich-American, the U. S. arm of
the worldwide, century-old Zurich Insurance
Group.

Our Group can insure U. S. international industrial
and commercial businesses operating almost
anywhere in the world or U. S. subsidiaries of
foreign companies. And provide the service needed
with the Zurich Group's worldwide facilities,
staffed by 20,000 employees and spanning
26 countries.

Want more information? Talk with our
international division.

We speak insurance in any language.

Zurich Insurance Company Zurich Insurance Group

American Guarantee and worldwide headquarfers,
Zurich, Switzerland

Liability Insurance Company
The Zurich Building
Schaumburg, Illin6is 60196 / VOUR//Am*4
(312)843-6000 \ /nSUmn</0 *GENT /

OCT 28-30. Techniques of Loss Control course
in Chicago, sponsored by the Risk & Insurance
Management Society; members, $295; non-mem-
bers. $395. Also Dec. 24 in New York. Rebecca
Zimm, RIMS, 205 E. 42nd St., New York, N.Y.
212-286-9292.

OCT. 29. Maryland Workers Compensation se-
minar in Annapolis, Md., sponsored by Mid-At-
lantic Council on Compensation Insurance, $35.
Kathy Hunt, Mid-Atlantic Council on Compensa-
tion Insurance, 305 W. Chesapake Ave., Baltimore,
Md. 21204. 301-828-0831.

OCT. 2940. Radiation Protection of the Public

in a Nuclear Accident course in Arlington, Va.,
sponsored by the International Institute of Safety
& Health; $295; three or more from same firm,
$250. International Institute of Safety & Health,
5010-A Nicholson Lane, Rockville, Md. 20852; 301-

984-8969.

OCT. 29-31. Longshoremen's & Harbor Work-
ers' Act Outlook '81 seminar in San Francisco,
sponsored by the Industrial Claims Assn. in coop-
eration with the U.S. Department of Labor,$250.
Jon W. Challoner, Seminar Chairman, Industrial
Claims Assn., 582 Market St., Suite 1909, San
Francisco, Calif. 94104.

NOV. 14. Benefits Processing Institute pro-
gram in Williamsburg, Va., sponsored by the In-
ternational Foundation of Employee Benefit
Plans; members, $360; non-members, $435. IFEBP,
18700 W. Bluemound Road, Box 69, Brookfield,
Wis. 53005; 414-786-6700. •

-

info
• "Compilation of Significant

Provisions of State Rating Laws
Pertaining to Workers Compen-
sation Insurance" has been pub-
lished by the American Insurance
Assn. Printed in booklet form, it
was prepared by the association's
staff in connection with its re-

search and planning program on
workers compensation insurance
rate regulation. The format was de-
vised to allow comparisons of rat-
ing laws of various states and the
District of Columbia with respect to
rating organization affiliation, ad-
herence requirements for rating or-
ganization members and subscrib-
-ers, deviations from rating
organization filings and data re-
porting. Copies are available free to
member companies and are avail-
able at $10 per copy to others. Write
Publications Department, Ameri-
can Insurance Assn., 85 John St.,
New Yorle, N.Y. 10038.

• A recent issue of Quotations, a
regular newsletter produced by
Swett & Crawford, details the com-
pany's new Environmental Pro-
tection Liability Insurance Pro-
gram. The new program is
designed to provide risk protection
for firms that produce, transport,
treat, store or dispose of hazardous
and non-hazardous waste and

offers limits of $10 million per oc-
currence and $10 million aggregate.
For a copy write Corporate Com-
munications, Swett & Crawford,
P.O. Box 3451 Terminal Annex,
Los Angeles, Calif. 90051.

• "How to Select a Tax

Haven," a guide to various inter-
national tax planning techniques
has been published by the Interna-
tional Corporate Management Ser-
vices Ltd. The 38-page booklet also
introduces readers to ICMS ser-

vices available in the Cayman Is-
lands. For a free copy write ICMS,
Department TB-719, P.O. Box 1320,
Grand Cayman Island, British
West Indies. Include $1 for postage.

• Healthier Life, an employee
wellness and health cost-contain-

ment program, has started a
monthly newsletter explaining its
new alcohol abuse program that
employers can distribute to their
workers. For free copies write
Healthier Life, 4182 Gann Store
Road, Hixson, Tenn. 37343.

.

Have a new report or booklet you'd
like to send to buyers of insurance?
Business Insurance will describe your
material as an editorial service in the

weekly Info for Buyers column. Sim-
pty send us a short description of the
material to be offered. along with a
cost and a mailing address. Address
all contributions to 'Info for Buyers,
Business Insurance, 740 N. Rush St.,
Chicago, Ill. 60611.



Buyers offered claims support service
When insurers settle a claim they

draw on a bank of accountants and

adjusters who specialize in the
claims process. One of the Big 8 ac-
counting firms says buyers can do
the same.

Touche Ross & Co. in Dallas op-
erates a nationwide program aimed
at aiding insurance buyers in set-
tling physical damage and business
interruption claims.

"The insurance companies have
the resouces of adjusters and insur-
ance accountants at their disposal,"
says Bill O'Connell, a partner in the
firm and national director of busi-
ness interruption and other insur-
ance support services.

"These professionals have exten-
sive experience to draw on in pro-
tecting the insurers' interest in loss
settlements," Mr. O'Connell ex-
plained.

"To allow our clients the same
professional edge in protecting
their interests, Touche Ross & Co.
offers business interruption and
other insurance claim support ser-
vices."

Accountants working for a com-
pany that has suffered a loss may
know their own business very well,
but still have no idea how to negoti-
ate with insurers, Mr. O'Connell
explains. Touche Ross handles
these negotiations and provides re-
lated services.

"We review insurance contracts

and coverages, prepare and present
physical damage, business inter-
ruption and other insurance claims,
negotiate and settle the claims and
provide expert testimony should a
case reach the courts," Mr. O'Con-
nell says.

The firm works with an insur-

ance buyer, financial, operational,
accounting and legal personnel to
determine the maximum allowable
claim, then presents it to the in-
surer, Mr. O'Connell says.

"This may involve computing re-
placement costs, unit production
costs, fixed and variable costs, his-
torical patterns of sales, levels of
production, pricing analyses and
inventory analyses to determine
losses."

Calculation of a business inter-
ruption loss is based on lost sales for
a non-manufacturing company or
on the sales value of lost production
for a manufacturer, he says.

The lost sales or value of lost pro-
duction is reduced by the saved cost
of materials in determining gross
losses.

"Any discontinued operating ex-
penses-labor, utilities, deprecia-
tion-are also subtracted from the
claim," Mr. O'Connell says. But ex-
penses incurred to reduce the loss
are added.

After a claim is presented to the
insurer, the accounting firm carries
out the necessary explanation of
how they were computed and fol-
lows negotiations through to the
final settlement.

As an example of what Touche
Ross does, Mr. O'Connell described
a claim.

"A 130,000-barrel Gulf Coast re-
finery was devastated by an explo-
sion in its alkylation unit and by
the resulting fire," he says. "The
refinery was totally shut down for
22 days, severely curtailed for 8
months and not fully operational
for 18 months. It was the world's

most significant industrial disaster
in 1978."

Touche Ross carried out the in-

vestigation, prepared the claims
and negotiated settlements of $33

products & services
million for physical plant damages,
$30 million for business interrup-
tion damages and $4 million in
product loss damages.

"All claims were successfully
closed 10 months after the explo-
sion."

The accounting firm has settled
claims for other refineries, paper
manufacturers, hotels, grain term-
ninals, refineries, a printing com-
pany and a supermarket chain.

E&0 coverage
Errors and omissions liability in-

surance for unions and union offi-
cials is available from H&W Un-

derwriters Agency Inc. in
Leawood, Kan.

The policy, underwritten by un-
derwriters at Lloyd's of London,
has a $1 million limit and a $1,000
deductible for local unions and a
$5,000 or larger deductible for in-
ternational unions.

The first union E&0 policy was
underwritten for a local union in

New Jersey late last month, said
Neil Pouppirt, president of the sur-
plus lines agency.

The price of the coverage varies,
but small local unions would be
charged $1,200 to $2,500 for the pol-
ky and international unions could
pay $10,000 to $25,000.

The policy covers the union and
union officials for losses from lia-

bility for negligent acts, errors,
omissions, misstatement, mislead-
ing statement and breach of duty of
fair representation. The policy,
however, applies only to monetary
losses and not bodily injury or
property damage.

Available as an optional addition
to the policy is $25,000 of coverage
for the cost of defending charges of
dishonest acts against union offi-
cials. Unions are precluded from
defending their officials against
charges of dishonest acts and so the
individual union officials would
have to pay the $25 premium for
the coverage, which is not available
separately from the E&0 policy.

H&W Underwriters is at 8900

State Line, Leawood, Kan. 66206;
913-642-8280.

School board liability
Stewart Smith Inc. has intro-

duced school board liability pro-
grams.

The policy, in the broad form,
provides coverage for the public
school district as a legal entity,
board members, school district em-
ployees and individuals who serve
as volunteers to the school district.

Limits up to $15 million are
available through Continental Cas-
ualty Co. Colleges, universities and
private schools are also eligible.

The policy covers corporal pun-
ishment claims.

For further details contact any
Stewart Smith Inc. office. In New

York City, call 212-964-2929; De-
troit, 313-963-7084; Chicago, 312-
236-7333; Dallas, 214-688-1051; and
Los Angeles, 213-382-6201.

Escape tape
Escape tape is available from Es-

cape Tape Industries Inc. to mark
walls in corridors, stairways and
exits with raised, phosphorescent
arrowhead shapes pointing the way

Opinions change on right to pension
WASHINGTON-The number In a recent survey, only 66% of

of Americans who believe they those responding "agreed entirely"
have a right to an adequate pension that every American is entitled to
at retirement has declined signifi- an adequate pension at retirement
cantly in the past six years, the age.
American Council of Life Insur- In 1974, 82% of the respondents
ance reports. agreed. .

to safety. Sight-impaired people
can feel their way te safety oy fol-
lowing the tape.

For more information contact

Richard Britt, Escape Tape Indus-
tries Inc., P.O. Box 3435, Peabody,
Mass. 01960-0435; 61'i-521-0595.

Gym school cover
A gymnastic school comp.ehen-

sive liability program kas been in-
troduced by the Rhul€n Agency.

This policy covers owners of
gymnastic schools, the instructors
and employees. It carries a *1 mil-
lion limit. The program offers full
trampoline coverage: provides pro-
tection for meets and covers stu-

dents and spectators.
The broad form policy covers

contractual liability, host liquor lia-
bility, fire legal liabili:y. incidental
medical malpractice and personal
injury liability. Catastrophe liabil-
ity coverage is available with limits
to $20 million. The gymnastic pro-
tection can also be writcen in con-

junction with other pru,grams
For more informarion contact

Jon Farrow, Rhulen Agency Inc.,
217 Broadway, Monticello, N,Y.
12701; 914-794-8000; 212-924-1950;
outside New York, 1-800-431-1270.

Safe transport
The International Civil Aviation

Organization (ICAO) has published
its safety manual, Technical
Instructions for the Safe Transport
of Dangerous Goods.

The manual covers shipping haz-
ardous materials, handling and
packaging, documenlation and la-
beling.

The ICAO, a specialized agency
of the United Nations, has compiled
many regulations of major interna-
tional air carriers and approved
them through the ICAO Council,
which represents 148 countries.

This 500-page manual is 335 and

1 1 1, e.

i./.1.
IVa.I

can be ordered from Latflmaster,
7525 N. Wolcott Ave., Chicago, Ill.
60626; 312-973-5100. In Canada,
Compliance Products Ltd., 185 Car-
lingviev Drive, Rexdale Ontario
M9W 5E8; 416-675-9494.

Emergency brigade
Amer_can Emergency Services

Corp. has introduced special train-
ing programs for in-house fire bri-
gades, designed to fulfill OSHA
Subpart L.

American Emergency Services
can help rompanies select em-

-'5

ployee volunteers for fire brigades
and provide all necessary training.
Employees are taught how to oper-
ate extinguishers and automatic
systems, firefighting practices and
tactics, first aid and CPR and
proper use of breathing apparatus
and special equipment. Training
programs range in price from $200
to $1,900, but first aid and CPR
training are specially priced.

For additional details contact

Education and Training Division,
American Emergency Services
Corp., P.O. Box 215, Wheaton, Ill.
60187; 312-690-6550.
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Clothes make the juror
TORONTO- In Canada, jurors are sometimes picked by national-

ity. And defendants and witnesses are always told to dress as if they
were going to church, says one prominent Canadian attorney.

"We used to ask ladies to wear hats and stopped that about four
years ago," Lawrence Mandel, a lawyer with Thomson Rogers in
Toronto told RIMS members at the group's 1981 conference.

"If a woman showed up for court without a hat, we'd run over to
Eaton's (department store) and buy her one," he admitted. "I don't
know why it is, but judges like hats. The attitudes have changed
with new judges, but we still tell our clients to dress for trial as if
they were going to church and no one will be offended," he said.

Lawyers in Canada are still devouring body language books, too,
he said, in hopes that they can better pick jurors who might be
sympathetic to their client.

In the U.S, lawyers can question potential jurors to see if they
want that individual on the jury, but in Canada only the juror's
name, address and occufation are given to the attorneys, said Mr.
Mandel.

He admitted that jurors are often chosen by figuring out the per-
son's religion or ethnic background from his last name and then
applying an admittedly bizarte rule.

"Jews and Italians seem to be more sympathetic with the injured
plaintiff and are likely b award more (money) than a German or
Swede, who gives less. Right or wrong, that's what we go on."

Canada reforming trial rules
Continued from page 3
"But she rules will say 'Produce
everything-we don't want any
surprises in :he courtroom,"' he
said.

New disclosure laws, however,
could be beneficial to what has tra-
ditionally been "ambush at trial,"
said Mr. Mandel.

"There is a .ot to be said for open
disclosure." he said. "It will open
things up and get cases se:tlea."

But. Canadian risk managers are
not as optimistic, said Don Stuart,
coord_natcr fcr the nine chapters of
RIMS.

"The employer has tc look at this
as extra work. And, thire may be a
question over how the information
is used. Some of us, frankly, have
doubts as:o why more information
is necessary," he said.

"It': a greater onus on the em-
ployer to open up his books," said

Mr. Stuart.

Canada's law reform commis-
sion, which serves as an advisory
group to rhe government, has been
researching the bill, but the parlia-
ment may or may not take the
group's suggestions into considera-
tion when it takes up consideration
of the legislation.

"It's going to =,r--:::z
change things M-.?livilm
drastically," said 0  " -'
Mr. Mandel, ' . 1

"and I'm con- ·„a,  0¢vinced it's going ¥1 . ,
to happen sooni" L , 1/-4,Also under m - -f

consideration is / 1

practice which Mandel
would arlow the

filing of class action suits in all of
the country's provinces or states.
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Only two of Canada's provinces
allow class action lawsuits, but
even then the plaintiff must get
permission from the court to bring
the suit.

Rule 75 of the current Rules of
Practice permits class action suits,
but in reality and procedurally,
class actions are difficult for plain-
tiffs to bring to court, Mr. Mandel
admitted. ,

"It is apparent that the courts
have not nurtured the class action
as have the American courts," he
said.

"This may be of very temporary
solace for defendants, however, as
the rules of practice are in the pro-
eess of being amended," he added.

"One of the amendments is
directed toward facilitating the
prosecution of class actions in ap-
propriate cases." I

Risk exec' s

power grows
TORONTO-A broadening of the

risk manager's role will bring
much more influence to the posi-
tion in the 1980s.

But, the first task facing risk
managers is to educate their superi-
ors on what that added influence
can mean, says Dr. Wayne Snider,
who is professor of insurance and
risk at Temple University in Phila-
delphia.

"Senior management is becom-
ing more sophisticated, but some of
you are still fighting the limited
image as insurance buyers for the
company," he told the 200 persons
attending the Canadian Risk and
Insurance Management conference
here Sept. 20-23.

"Your range of influence is going
to increase in the future and you've
got to be prepared," he added.

Risk managers can heighten the
awareness of their peers by com-
municating the range of their man-
agement role.

But, a risk manager for a large
corporation also should be devel-
oping techniques for in-house loss
reporting and evaluating possible
risks, he said.

"I know of only six large employ-
ers that have developed a system
for loss report-
ing," said Dr.
Snider. "But loss
reports will be
critical in the 44
years ahead and
will take two to

three years to
get in place." 1 ' 4

The second

most obvious ex-

pansion of the Snider

risk manage-
ment process will be as a planner
for the future, said Dr. Snider.

"Risk exists only in the future.
There are no risks in the past," he
said.

Most risk managers tend to
think in terms of the immediate fu-
ture or at a crisis stage, but the po-
sition is going to require evaluating
risks down the road, said Dr.
Snider.

"Long-range planning is the
name of the game," he said.

Risk managers should undertake
analysis as a tool of their trade, said
panelist Paul Braithwaite, manager
of risk management services with
the firm of Bates, Thouard, Tierney
& Brown in Toronto.

"The computer age has arrived to
assist the risk and insurance man-
ager," he said.

"Not only should the purchase

there has to be analysis of those
numbers," he explained. .



Security managers
patrol workers now

TORONTO-Security managers
are abandoning the company's pad-
locked entrance gates and taking
up patrol over the corporation's
assets in a war against white-collar
theft.

But, they're doing it quietly and
discreetly, says D.G. Gilligan, secu-
rity manager of Consumers Gas Co.
in Toronto, He said most business

crime is ne-ver reported to that
country's police force.

He spoke on security during the
Canadian RIMS conference here

Sept. 20-23.
The security manager's job is no

longer to stand guard over his em-
ployer's entrance gates or to insure
that all padlocks are securely in
place, said Mr. Gilligan.

Security managers must now
keep watch over the things that can
frustrate the corporate goals and
profit if disturbed, said Mr. Gilli-
gan.

The workplace has to be pa-
trolled just like the streets because
the problems of the streets are the
problem of the corporation, he said.

Since the com-

pany can only , Adi*<

survive by / growing, he the- 0

orizes that the ·  *employer has to '
stamp out mana_ tr
gerial theft or

face an impedi-
ment in its

growth.
"It's not the Gilligan

crooks that cre-

ate the problem. It's the guy who is
desperate and who lives with us
eight hours a day on the job," said
Mr. Gilligan.

"The security emphasis has to be
on management because that's
where the crime is. It's not the guy
who steals brass bolts," he said.

But regardless of where the loss
occurs, it affects production over-
all. Someone has got to come in and
clear the air so employees can get
back to concentrating on their jobs.

The decision on whether to pros-
ecute depends on the nature of the
theft or crime and the philosophy
of the chief executive officer, said
Mr. Gilligan.

"What do you do with the guy
who has been stealing pencils and
Kleenex who's been on the job 30
years and is close to retirement?"

"Someone has to sit back and de-

cide if they're going to take this
guy's pension away for the rest of
his life by firing him."

There is no one great formula for
deciding whether or not to prose-
cute a worker found guilty of steal-
ing from his employer, he added.

"Companies are not in the busi-
ness of punishment, but it is the se-
curity manager's job to track the
alleged theft, take the information

Buck index hits

high of 15.4%
NEW YORK-The Buck

Forward Interest Rate Index in-

creased to a record high 15.4% as of
Sept. 1.

The rate, developed by Buck
Consultants Inc., a benefit consult-

ing firm, provides a benchmark to
help pension plan sponsors comply
with Financial Accounting Stan-
dards Board pension disclosure re-
quirements. It is based on forward
interest rates inherent in the prices
of risk free government securities.

The index is intended to help
pension plan officers select appro-
poriate investment return assump-
tions to determine the actuarial

present value of accumulated pen-
sion benefits.

The index stood at 14.6% on Aug
1 and at 11.9% on Sept. 1, 1980. .

to the head of the company and let
the decision making flow from
there.

"The new security manager ar-
rives on the job kind of like the
first marshal in Dodge City," joked
Mr. Gilligan.

"He's probably a fair man, like
Matt Dillon, but he's got to change
the environment of the workplace
and gain the confidence of the em-
ployees."

A good security manager can do
this with a security design program
that will help prevent employee
crime, said Mr. Gilligan.

"The security manager should
spend a great deal of ime on secu-
rity design because most crimes are
crimes of opportunity," he said. .
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Balanced personality aids
risk and benefit executive

By EILEEN NORRIS

TORONTO-The most successful

business person has a three-sided
personality: He or she is a tolerator,
dialoguer and asserter-all rolled
into one.

Too much of one type or too little
of another can hurt the risk man-

ager, employee benefit manager or
any worker in their dealings with
associates, says Dr. Donald L.
MacRae', behavioral management
consultant at Seneca Cc,11ege in On-
tario.

He spoke on the subject of com-
munication and motivation at the

Canadian RIMS conference in To-

ronto Sept. 20-23.
The key to being successful in

NO HOLDS
BARRED
HERE

Left to right: Fil Cooper and Foy Watson, Vice Presidents; Don Wil-
kinson, (CLU), Regional Manager, Knoxville; John Aggen, Regional
Manager, Chicago; Tom Tucker, Regional Manager, A:lanta; Bob
Anderson, Regional Manager, Cincinnati.

This is Provident's Group Field
Advisory Council. This council is
made up of senior, highly qual-
ified field managers with over 50
years of combined experience.
The council meets regularly with
Provident's home office manage-
ment in a no-holds-barred give
and take session.

We want to know what is hap-
pening in the field and what we
can do to improve our opera-
tions. Provident's Group Field
Advisory Council provides us
with first-hand information that

helps us serve our customers
better.

the 198Os-a time when tension in

the money market will require risk
managers to recommend more
risk-taking-is knowing how to
commt-nicate effectively, he told
an audience of some 200 people.

Those inattendance were

asked to answer a relating style
questionnaire and to select the
multiple-choice response that best
described how they would handle
12 various situations that a profes-
sional might encounter on the job.

Scoring depended on how a per-
son perceived the relationship be-
tween the fictitious characters in
the scenario and how he or she

would handle each problem.
Impersonal relationships, Dr.

Provident's council is a source of

new ideas and innovations. Tnis

regular flow of new ideas helps
insure Provident's leadership
role in the group insurance field.
Provident is p-oud of its Group
Field Advisory Council and the
important role it plays in helping
us do a better job for you.

PROVIDENT
LIFE &ACCIDENT

INSURANCE COMPANY

CHATTANCOGA, TN 37402

GROUP DEPARTMENT

MacRae said, should be started

slowly, in a closed "tolerator" posi-
tion, while a relationship that is be-
ginning to be personal can be
started slightly open and invita-
tional. (See accompanying effective
communicator model.)

Advanced personal relationships
should be semiopen to encourage
disclosure while the intimate rela-

tionship is open all the way and as-
sertive.

He asked each participant to de-
cide if his predominant business
personality was that of the tolera-
tor, the dialoguer or the asserter
and to split up into groups of three
with others of the same relating
style to talk about their strong
points.

He described the tolerators as the

kind of people who know how to
listen, get things done quietly and
smile when things are tense.

The dialoguers are flexible and
two-way conversational types who
invite discussion. The asserters are

the achievers who want to get
things done-they are very results-
oriented.

"Business is usually a communi-
cation relationship without inter-
personal exchange," Dr. MacRae
said. "Most peo-
ple play it safe at
work, but

usually one of
those three re- ,
lating styles /4
takes over," he
added. f

Which is the

best style to '
have in the

198Os? MacRae
"You need it

all," he told the RIMS audience.
"You have to listen, discuss and
achieve. The most successful per-
son has all three characteristics."

He gave the audience a four-
point process toremember that in-
corporates the best of all relating
style characteristics:

• Smile and tolerate the tension.
• Invite a discussion-"Can we

talk about it?"

• Tell the person your thoughts
and feelings.

• Tell them how you prefer to
handle the situation.

"There are two factors that affect

the communication process," said
Dr. MacRae. "The kind of relation-

ship you have and the kind of ten-
sion in the situation."

"Sometimes you start in the be-
ginning with a closed interaction
and open quickly, but other times
the tension will be high and it will
be wise to close down and use those

tolerance skills, " Dr. MacRae said.
"It's not a straightforward pro-

cess," he said of the relating styles
program he and an associate de-
vised. "It goes backward and
forward depending on the situa-
tion."

He admitted that his analysis of
communication rewards people
who play it safe and penalizes as-
sertive types who tend to speak too
soon.

"Communication is a develop-
mental process." said Dr. MacRae.
"If you deal with people effec-
tively, the results will follow." .

D.C. hospital rates
WASHINGTON-The average

daily cost for a semi-private room
and board at hospitals in the Wash-
ington area was $179.89 on July 1,
according to the Washington-based
Blue Cross Plan.

The cost ranged from $92 per day
at the Northern Virginia Mental
Health Institute to $393 at the Psy-
chiatric Institute of Washington,
according to the report. .



Little incentive offered

for use of sprinklers
TORONTO-The speaker started

out his talk on high-rise building
safety by pointing out the fire exits.

He would have done that any-
way, but there was something else
on Al Hill's mind.

The assistant vp of Marsh &
MeLennan told his audience he
couldn't believe that the hotel they
were all gathered in had just un-
dergone a multimillion dollar reno-
vation and overhead sprinklers
weren't installed.

"I'm just amazed, but maybe I
shouldn't be," he said.

"There's little incentive to add
sprinklers when there's no pre-
mium savings from insurance com-
panies, who are behind the times,"
he said.

His comments came during one
of several sessions at the 1981 Ca-

nadian Risk Management Confer-
ence in Toronto Sept. 20-23.

"The building codes only say
new high-rise buildings have to
have sprinkler systems-they don't

address renova-

tion," he added.
As a result,

systems that are

,r
added onto a

. building are
done from a

moral point of
view, said Mr.
Hill.

Hotels are par-
Hill ticularly vulner-

able to fire be-

cause so much plastic is in the inte-
rior of the building and because it's
virtually impossible to hold a fire
drill in a high-rise hotel, said Mr.
Hill.

Studies have revealed that it
takes about 11/z hours to evacuate a

, 30-story building-and that time
figure is based.on good conditions.
he said.

1 Another test performed by the
Canada National Fire Protection

Thetimes, they
are a changin'
TORONTO-Is there a fu-

ture in risk management?
Definitely, but the future

looks ripe for change, says
Felix Kloman, president of
Risk Planning Group of
Darien, Conn.

Mr. Kloman spoke at the Ca-
nadian RIMS conference.

"The risk manager of today
has outgrown its parent. It is
no longer dominated by insur-
ance and it is time to cut the
umbilical cord," said Mr. Klo-
man.

The problems of today's un-
predictable economy will force·
the risk manager of the future
to conserve the resources of

the organization against acci-
dental loss and require a real-
istic assessment of future

losses, he said.
Mr. Kloman predicts that
• Risk assessment

techniques will be more im-
portant in the future.

• Information and commu-
nication tools will be utilized
by the risk manager even
more as he or she takes on
added responsibilities.

• The risk manager of the
coming decade will be faced
with dismantling the organiza-
tion to decentralize and reduce
the central staff-an integra-
tion of risk techniques into
management.

• More sophistication in
loss reporting and forecasting
and a simplification in funding
programs will enter into risk
management.

Assn. demonstrated that it takes
pine 12 minutes before its becomes
toxic while it only takes plastic ma-
terial 3.5 minutes to reach a dan-

gerous level.
Sprinklers, he said, are the sim-

plest and most effective form of
fire protection available. Mr. Hill
said there have been very few
deaths from fires in buildings that
have sprinklers.

"There's no doubt that the rec-

ords support the rule of sprinklers
in a fire," agreed speaker Harold
Locke, vp of Rolf, Jensen & Associ-
ates, Toronto.

There is no initiative to provide
for anything more than what is re-
quired by the law. "There's no leg-
islation so builders opt out of the
additional cost," he said. .
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Investment income
counts: Risk board
Continued from page 1
cautions it "can create serious prob-
lems. For example, in the mid-'7Os,
when both underwriting and in-
vestment income developed nega-
tives, had investment income been
included, the rate increases would
have been greater.

"Also, investment income is sub-
ject, in normal times, to more fre-
quent fluctuations, causing instabil-
ity of rates, particularly under an
open-rating system."

This same concern was aired by
the 13% of the survey respondents
who oppose forcing insurers to in-
clude investment income in rating.

"If they include investment in-
come, they then should include in-
vestment loss and I don't want to

pay for bad.investment decisions
during periods of low interest or
depressed markets," said the risk
manager for a city employing 2,000.

Others opposing the change are
concerned it would be too difficult

to implement. "It would be too
cumbersome due to interest flue

tuations," said the director of insur-
ance and bonds for a construe-

tion/manufacturing company with
more than 5,000 employees.

"The time lag on losses and rate
increase requests to be approved,
together with market fluctuations
which affect investment income,
all add up to an impossibility to
control," explained the corporate
risk manager for a financial insti-
tution with 11,000 employees.

Even some of those who said no

to rate reform qualified their oppo-
sition. "Investment income must be

considered somewhere in the pre-
mium promulgation process," said
the risk/insurance manager for a
commercial bank with 200 employ-
ees.

Two respondents tied their opin-
ions on the investment income

issue to what happens to regulation
of workers compensation rates, an-

Faster than you can say           -
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other issue addressed in the survey.
Make insurers include invest-

ment income when making rates
"if current system stays. No, if rat-
ing open and competitive," sug-
gested the insurance and risk man-
ager for a health care institution
employing 2,500.

"Let the free market system set
the rate and forget how insurance
companies determine the rate,"
said the vp of insurance for another
health care provider employing
70,000, adding "insurance depart-
ments should assure that the insur-

ance company filing the rate is fi-
nancially stable."

Nearly three-quarters, or 71%, of
the respondents agreed that insur-
ance regulators should stop approv-
ing one set of uniform rates for
workers compensation insurers as
submitted by their ratemaking bu-
reau.

"Not competitive," said the vp of
a delivery service with 9,000 emis-
etployees, stating succinctly the
risk managers' concerns.

The present system is "ineffi-
cient and penalizes the small busi-
nesses. Workers comp should have
open rating as other lines of insur-
ance," said the vp of insurance for
the health care provider employing
70,000.

"It does not permit flexibility of
rates, due to carriers' different
costs, experience, etc.," complained
the vp/secretary of a metal fabrica-
tor with 10,000 employees.

"The system doesn't provide for
competition, nor is there enough
incentive for cost control," com-
mented the vp and chief financial
officer of an auto parts retailer em-
ploying 320.

"Investment income and admin-

istrative efficiency tend not to
inure to the benefit of the con-

sumer in present situation," agreed
the insurance manager of a phar-
maceutical manufacturer with

10,000 employees.
Among the respondents favor-

ing the current system, many
seemed to most appreciate its statis-
tical value.

"This filing represents industry
rates developed by class with de-
viations developed from loss expe-
rience-a fair system!" wrote the in-
surance manager for an electrical
equipment manufacturer employ-
ing 14,000.

"It gives risk managers an av-
erage rate to work from," said the
corporate risk manager for the fi-
nancial institution with 11,000 em-
ployees.

"It provides a true picture of the
hazards involved with a particular
classification. Your experience
modification factor tells you how
your company stacks up," said the
risk and insurance manager of a
commercial bank employing 200.

Another insurance manager,
with a conglomerate employing
3,600, argues, "Work comp is man-
datory. Rate structure should be
uniform." While most insurers

would accept his support for the
current system, they would oppose
his conclusion that "ultimately»
benefits should be uniform."

Twenty-seven percent of the risk
managers answering the surveb
said the current system is competi·
tive enough because it allows foi
rate adjustments via experiencf
modifiers and dividend plans.

But 73% of the respondents disa
greed that credits and dividend.
create enough competiton.

"Insurers tend to compete via in
tangible 'service,"' noted the phar
maceutical company risk manager.

Insurers supporting the curren
system also argue that they can fil,
rates deviating from bureau rate:
in all but four states where they fil,
bureau rates. This allows insurer



who want to charge less than bu-
reau rates to do so, they argue.
Sixty-three percent of the risk
managers on the BI board, how-
ever, disagreed with this, too.

"Before going self-insured, we
solicited quotes from several insur-
ers, all of whom quoted the exact
same deposit premium," reported
the insurance and risk manager for
the smaller health care institution
of 2,500 employees.

"Large buyers negotiate premi-
ums hence filing deviations have
little meaning," commented the as-
sistant treasurer of the manufac-

turing company employing 38,000.
"Most 'competition' has been a

result of various rating schemes or
plans and not because of rate de-
viations. If the schemes were eli-

minated, the competition would be
also," warns the risk manager of a
manufacturing and distribution
company employing 15,000.

The same risk manager, who
supports reform of the rating sys-
tem, also cautions, "This could have
a negative effect by eliminating
some smaller carriers from the

marketplace because they are un-
able to determine reasonable loss
levels."

While 71% of the respondents
said they don't want the current
system of bureau rates to continue,
only 55% said insurers should be
forced to file for rates based on
their own experience.

"Too complicated," said the
director of corporate risk manage-
ment for a computer/finance con-
cern employing 60,000.

"It would discourage companies
from writing marginal or hazard-
ous business," said the small bank's

'comings &
goings: buyers

Lummus taps
risk manager

Arthur H. Seitter has been ap-
pointed insurance manager at The
Lummus Co. in Bloomfield, N.J., a
subsidiary of Combustion Engi-
neering Inc. He will be responsible
for supervision of all risk and in-
surance programs. Mr. Seitter, 51,
will report to Assistant Treasurer
Harold L. Rutherford.

Before joining Lummus, Mr.
Seitter was risk manager for ADT
Security for 11 years. Mr. Seitter is
a graduate of Pace University
where he majored in finance. He
replaces Joseph J. Adelmann,
who has retired.

Also at The Lummus Co., James
J. Daly was named insurance ana-
tyst. He will report to Mr. Seitter.
Mr. Daly, 27, was formerly a prop-
erty/casualty underwriter with
Aetna Casualty & Surety Co. He
received a degree in business ad-
minstration from Montclair State
College.

He is presently enrolled in the
zraduate program at The College of
[nsurance in New York. Mr. Daly
-eplaces Anthony J. Robertello.

***

Motorola Inc. has appointed Jo-
seph J. Wojdula manager of its
rorporate insurance department.
idr. Wojdula joined Motorola in
977. as senior insurance analyst
Ind has served as acting manager
,f the corporate insurance depart-
nent since April. Before joining
he company, Mr. Wojdula spent
our years with Borg-Warner Corp.
s insurance administrator. Mr.

Alojdula, 35, has a bachelor's degree
n economics from Purdue Univer-

ity.
He is a member of the Risk &

nsurance Management Society
nd holds several professional des-
inations. He will report to William
f Meehan, Motorola's vp and trea-
urer. He replaces Tom Dalton,
,ho has left the company. .

risk and insurance manager.
"Few companies have enough

numbers by work class to make
their own experience sufficiently
valid," observed the assistant vp of
risk management for a retail drug
chain that employs 21,000.

The scanty statistics "could in-
crease cost for some insurers to

promulgate their own rates," wor-
ries the risk manager of an auto
club/insurance company employ-
ing 6,000.

"Everyone will end up paying
higher premiums" is the concern of
an insurance and claims adminis-

trator for an oil and gas company
with 2,000 employees.

Free market philosophy reigns
among the 45% of respondents who
do support requiring insurers to file
for rates based on their own experi-
ence.

"It will promote safety engi-
neering in fact instead of name
only by many carriers since their
experience will be tied to individ-
ual company experience," says the

risk/insurance analyst with a gov-
ernment entity employing 5,200.

"Insurance companies with bet-
ter loss control and safety services
will profit. This is how it should
be," agreed another risk manager
with a government entity, this one
much smaller with 440 employees.

"It will weed out the marginal
carriers based on cost and service,"
said the risk manager for a manu-
facturing company with 4,000 em-
ployees.

But more than half the respon-
dents, 56%, said if insurers were re-
quired to file their own rates, they
should be allowed to refer to and
justify rate requests with data sup-
plied by a rating bureau like the
National Council on Compensation
Insurance, the largest workers
compensation ratemaking bureau.

"This would yield a good guide-
line," said the secretary and vp of a
metal fabricator employing 10,000.

"The data base and overall expe-
rience information is still needed

and such a council would serve that

purpose," agreed' the director of
risk management for educational
and research organization with
11,500 employees.

"Small companies need this assis-
tance just as they now receive from
ISO," said the assistant treasurer of
the manufacturing company with
38,000 employees.

But 44% of risk managers oppose
any use of bureau rates as a refer-
ence by individual insurers.

"Rate requests should be based
on the insurers' experience," con-
tends the manager of risk and in-
surance for a commercial printing
concern.

"Rates should be based on each

insurer's needs and legitimate right
to make a profit," agrees the corpo-
rate insurance administrator for
three different entities.

"Only the companies with better
loss ratios will refer to the bureau

rates," predicts the risk manager
for a freight transport company
with 15 employees.
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The risk manager of a city with
2,000 employees suggests, "If indi-
vidual insurers use NCCI data, then
NCCI should develop pure rates
and let insurers adjust them by
their profits and expenses."

The risk manager of a university
employing 12,000 suggests that in-
surers could rely on states, rather
than a rating bureau, for enough
data to support their ratemaking.

The insurance manager for the
pharmaceutical company with
more than 10,000 employees who
does not approve of uniform bu-
reau rates also commented: "While

I strongly support competition in
the insurance marketplace, that
competition must be responsible
and not jeopardize the solvency of
the competitors, who are, after all,
trustees of their insureds' collective

premiums. Wide-open and uncon-
trolled competition could lead to
abuses in such areas as types of in-
vestments and reserving practices
in order to gain a temporary ad-
vantage in the marketplace." •
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Regulations easing the way for captives
Continued from page 3 mium recuirements, as well as the trade associations and franchise In light of Vermont's radical leg- preted, the question of consumer
Mr Sarchio explains, 'you can de- need to prove that the captive fills groups "Beyond that, it's new, it': islation, Tennessee has decided to protection could be raised," asserts
duet IBNRs (losses inc urred but n* a void in the commernal market untested and there are many ques- loosen its own code This move an irate executive, who asked not
reported) and premiums paid To In so doing, the state set forth the tions that need to be answered " drew a mixed reaction from those to be identified "Who protects the

Daptives " country's most liberal captive laws Of chief concern lS the applica- attending the domestic captive con- litigants who have a claim against
While the federal government is In response, Coloraao and Ten- tion of the state's 1% insurance tax ference, some of whom questioned the captive that goes belly-upp" he

-ummating over c:Itive matters, nessee p an to revise aspects of on business from out of state For the avowed willingness of John asked
some states are tak r g things inro their ow i captive regulations to example, since Florida charges a Neff, the state's commissioner of Joseph Rossi, an assistant vp for

.heir own hands stay competitive 3% tax on all premiums paid to cap- insurance, to bend the law Alexander & Alexander's Atlanta

For instance, Vermont pass€d "I think Vermont has an aggres- tives, will Vermont give credit if a As it stands, Tennessee captives office, was reassuring "The last
egislation last Aprll freeing cap- sive law for attracting captives to Florida company starts a captive in are forbidden to join risk pools and things these states want is a captive
aves from rate and form regula- the state," comments Robert Ayers, the New England stateg to cover an individual risk for more going bust," he contends, noting
ion, investment and reinsuranee the regicnal marketing manager George Chaffee, the Vermont than 10% of capital and surplus that the parent company's solvency

restrictions and minimum pre- for Marketpac, consultants for commissioner of banking and in- is scrutinized well before it is per-
surance, replies, "We might sa, Once they prove that their pur- mitted to own a captive

44% that you are being taxed erron- pose cannot be met by existing US Without disclosing any specifics,

Like Ariel, we eously in Florida and that you markets, pure captives must fork Colorado Insurance Commissioner
should pay in Vermont Then lt'S out $400,000 capital and $350,000 Richard Barnes allows that "we're

0-1//,/nri
1,Aorr,1 up to the judge to decide " surplus, while associations mandate open to modifications" on the

=r have girdled The prospect of pending litiga- $1 million capital and surplus, com- state's captive sanctions-essen-
tion did not win the commissioner pared with $120,000, regardless of tially similar to and a model for

1 the earth . i
many fans species, in Bermuda Tennessee's

But, despite the rough edges, A 3-to-1 premium-to-surplus His key purpose, at this time, is to

4. I Vermont s law already has seen re- ratio is required, vs a 10-to-1 ratio win Internal Revenue Service rec-
sults "We came up here because in Bermuda, plus considerable pa- ognition of Colorado captives as

·in

A.A-45 our client wanted us to," remarks perwork is involved in the annual "normal" insurance companies "an
Peter Volpe, the president of Marsh filings in Tennessee arm's length, separate corporate

& MeLennan Insurance Manage- Commissioner Neff told the as- entity " Mr Barnes expects a ruling

.s
ment Services, who set up B F sembly that the "law is not as re- within 90 days on the petition that

.:f
C -L_ 4,,

Goodrich's new captive, which lS strictive as it may seem to be - He would guarantee the deductibility
the first and only in Vermont so explained that he will take a com- of premiums, reserves and claim

V

far pany's word if it says there's a need payments
F '

n M&M is joined by American RisK for a captive and allow for consid- Adds the white-hatred commis-

Management Group, which used erabl& leeway in what a captive sioner, "I am not going to try to cre-
the conference to announce its reinsures or ce€les to its Bermuda ate the Barnes law We've made- -  agreement to set up an office witn affiliate In addition, he plans to strong commitments to the IRS,

1 Lt.3 Vermont Insurance Management ease the red tape, already permit- and I have to keep my word "
f' if of Waterbury Mac V Snow, ting captives to set their own rates For the time being, then, many

ARM's senior vp and director, "Basically, they needed to get insurance commissioners and cap-
claims to have two capties, botn something on the books. and now tive owners will have one eye on

6I
with operations in Bermuda, in they need to get them off to stay the government and the other on
the works" for Vermont competitive," reasons George Love Vermont, where Commissioner

00'/ro
h And Vermont Insurance Man- of the Florida Insurance Commis- Chaffee anticipates 100 captives

-
/

-2- agement has another expected to mon within the next five years

come on line within six months It But others were less sanguine "It's at the curiosity stage now,"
Anel, spint of the air, encircled the Ea,th just once As an international will generate a premium volume of "When an insurance commissioner comments Mr Volpe on the pros-
reinsurance broke, we do it manv times every day We are in constant $10 million, with a $1 million de- of any state gets up in front of an pects for Vermont "When the
communication witn global reinsurance markets, and our multi-lingual staff
(fluent in eight languages) makes our clients feel ike we're right next door

ductible and variable limits, says audience of professional insurance market turns we'll do well, but
We take pride in the quality o' service and in-depth expenence we

Lincoln Miller, president of Ver- people and says that that portion of until then " he shrugs his shoul-
rnont Insurance the law will be so liberally inter- ders

deliver to ourcus omers No one is more thorough or demanding in getting
the job done thar we are We specialize In Ell classes of treaty and
facultative reinslrance, rectprocity reinsurance formation and manage-
ment of captive and orfshore insurance companies, and accuismons and More captives root in native soil
mergers Contact us on your next piece of business and let us put our
special brand of e«pertise to work for you Continued from page 3 less risk, as Mr Hewitt sees it He pensity of the different manage-

"charm,' as well as tax advantages alternatively dismisses other rival ment companies to set up their own
and a favorable regulatory climate, markets, calling Japan, with 14% of captives eventually dispelled

Pearson & Georgi International, inc. he still says, "The best action fc r the reinsurance business, "without HUG's ambitions
REINSURANCE BROKERS AND MANAGERS reinsurance is in the United potential for growth", West Ger- And in 1980, when it wrote pre-

One World Trade Center · Suite 9869 · New York, N Y 10048
States " many, with 10%, "good for growth, miums of roughly $11 million, the

Phone 212/775-0360 · Telex 668829 cr 645412 · Cable PGINTRENYK
Since the bulk of the reinsurance but still smaller than the U S ", captive relocated in the United

CHICAGO · BERMUDA • ATHENS
market, 45%, is located here, there's France, 5%, "nationalized", Great States "Most of their risks were

Britain, 5%, "forever on the verge domestic and they realized they
of bankruptcy", and Canada, 3%, weren't going to grow enough to
"great terntory, but no desire for become non-controlled, so they
growth " moved back," says Mr Cantoli,

Then there are the sister cap- who notes that HUG thus saved on
tives, which by their very nature federal excise taxes
require one sibling to stay home For a captive with up to 10
Their appeal stems from the poten- owners underwriting U S risks,
tial tax savings, further enhanced the tax advantage of locating off-
by Vermont's new law If your Ber- shore lS nil, according to a recent
mudian captive licenses an affiliate report by M&M Risk Management

-with Sherwooa. in Vermont, you avoid the 4% fed- Services
eral exelse tax on premiums by As Spencer Traver, the president
writing directly in that state Then of B F Goodrich's new Vermont-
cede the business to Bermuda and based captive, recently told BI, the

Sherwood Insurance Services is one
pay only the 1% excise tax the gov- tax advantages of offshore captives

of the nation's fastest growing E&S
ernment imposes on reinsurance, are limited to those underwriting
suggests Michael Cantoli, vp of foreign risks, eligible to become de-

brokers marketing exclusively for retailers M&M Risk Management Services controlled foreign corporations or
and placing business only with financially providing a means to offset excess
stable and innovative companies As Lincoln Miller, the presi- foreign tax credits (BI, Sept 14)
• Specializing in commercial and indus- dent of Vermont Insurance Man- Further, small and medium-sized

trial property and casualty accounts agement, puts it, "This is a way of firms may find a domestic captive

• All Risk and DIC,ncluding earthquake fine-tuning your handling of do- more appropriate to their needs
and flood

mestic and international risks " "These people don't want to even

• Primary, Excess and Umbrella Liability
Also, since there is no pressing think about going offshore-it

need to repatriate reserves held on seems exotic and extravagant But
• $100,000,000 Capacity overseas risks, investment income Vermont they can handle," says
• Lloyd's Correspondents and repre- may accumulate tax free In this Michael See, the senior financial

senting 45 domestic insurers scenario, only reserves for domestic analyst for Continental Risk Ser-
risks would be maintained by the vices

45*- I = Join the Sherwood scene for profes-
Vermont captive Particularly suited to smaller

sional marketing expertise, fast service
and quality results Grow with the bestl On the other hand, some captives firms, Vermont's new industrial in-

Dick Small, Lumber Deparrment Manage-, an 3 BiJ Booth plaaning production strategy are finding there's simply not sured model gives pooling privi-
for lumber business,n the Vorthwest much reason to stay in Bermuda In leges to companies that can gen-

one case, the Hospital Under- erate at least $25,000 in premiums,
writing Group went to Bermuda, not all of which need be placed in

SHERWOOD INSURANCE SERVICES
expecting to garner enough sub- the captive, and that employ a min-
scribers to become a non-controlled imum of 25 people

201 Ca ifornia Street, Suite 900 · San Francisco, California 94111 company It's too bad Bermuda shorts and

(415) 956-3236 TELEX 171719 SHERINSUR SFO Consolidation in the hospital knee socks were starting to look re-
management business and the pro- spectable



Do captives
stir the rate

competition?
WARREN, Vt.-Captives and in-

surance companies share a wish:
They want the industry's cycle to
turn and prices to harden.

But, if their wish comes true, the
two may find themselves seriously
at cross-purposes. For the buyer,
herein lies an opportunity to divide
and conquer.

The fault lies in the captives' rea-
son for being. As an alternative to
the traditional market, they were
designed to provide additional ca-
pacity at lower prices.

In today's soft market, captive
business is slow because many
companies can get reasonable cov-
erage from a conventional insurer.

But, should the market begin to
gel, those same companies can be
expected to head straight for the
nearest, beckoning captive. The
upshot: a lag in price adjustments
and industry recovery.

Frederic Church, the vice chair-
man and director of Frank B. Hall,
agrees. "I think the market is going
to stay soft for a long, long time.
When you look at all this capac-
ity...if Travelers doesn't want
your business, you can always take
it to a captive or any number of
other places and even write it
cheaper," he says.

George Love of the Florida In-
surance Commission, who sports a
tie that reads IBNR in six lan-
guages, disputes this idea, pointing
to the captives' size and vulnerabil-
ity.

"I don't see captives growing to
the point where they are much
threat to the industry," he says of
their current $6 billion premium
volume. Moreover, he contends,
"when the next crunch comes,
we're going to lose some captives in
Bermuda, where they are least cap-
italized."

While $6 billion may not seem
like much in the context of an esti-

mated $200 billion world premium
volume, it is more than 10% of the
$45 billion U.S. commercial busi-
ness, as Felix Kloman, president of
the Risk Planning Group, points
Out.

At least one buyer has primed its
captive for the expected market
downturn. General Mills has deli-
berately "under-utilized" its cap-
tive's $11 million capital and sur-
plus, writing only $4 million in pre-
miums, according to Mr. Kloman.
"Their strategy is to use the soft
market now and, when rates
harden, fold the risks back into
Gold Medal," he explains.

Alan Pearce, the assistant trea-
surer of Foremost-McKesson in
San Francisco, also took one look at
current prices in the commercial
market and shifted his business out
of the company captive, thereby
cutting his $1 million annual pre-
miums for property coverage in
half. "If the market turns, he has a
ready-made alternative," notes Mr.
Kloman.

"Captives strike terror in the
hearts of insurance companies,"
comments Graves Hewitt, chair-
man and chief executive officer of
underwriting manager Cameron &
Colby Co., referring to the former's
ability to siphon premium volume.

In view of this threat, some in-
surers have taken steps to cover
themselves. Their edict:"If you
can't beat them, join them."

Fronting, reinsuring, innovating
cash-flow plans and unbundling
services, like engineering and
claims adjustment, are among the
ways the industry now caters to
captives.

*Insurance companies have no
alternative but to work with cap-
tives," says one knowledgeable
company insider. "If they want to
grow and be profitable, they have
to get into this business." •

Hedge bets on captive's cash flow
WARREN, Vt.-Cash flow is a

major drawing card for many cap-
tive owners, enticed by the poten-
tial for premium investment. But
where does the cash flow actually
go?

Who manages investments for
corporate and association captives?
And do those investments make
sense from both a fiscal and an in-
surance standpoint?

When it comes to investments, a
captive's options are many. The re-
serves could go to help an operating
subsidiary in need of debt financ-
ing, they could be used as a hedge
against the short positions of the
company's operating subsidiaries,
they could just stay in Bermuda or,
in some instances, they might line
the corporate coffers.

In Colorado, for example, the in-
vestment standards for insurance

companies allow captives to rein-

vest in their parents by buying a
limited amount of common or pre-
ferred stock, by providing a mort-
gage for an affiliate's property or
through the purchase of commer-
cial bonds.

But most captives take a similar
and, to some critics, imprudent ap-
proach to reserve management.
They put it in dollar-denominated
instruments.

This does nothing to ward off
currency exposures, reportedly 15%
of the risk captives assume. Nor
does it afford balance.

"You roll with the foreign ex-
change losses," asserts Peter Volpe,
the president of Marsh & McLen-
nan Insurance Management Ser-
vices, echoing the sentiments of
many of his colleagues. ''When you
buy a captive, you've decided to
take risks. And if you take steps to
avoid currency risks, it's contradic-

tory. Not only that, it costs money."
Hedging can involve extra com-

missions to currency dealers and
loss of the use of funds for other

high-interest paying investments,
but Felix Kloman, president of the
Risk Planning Group, thinks it
might be worth the price: "When
you deal with multinational ac-
counts you have to hedge in the
currency where you have the risk."

To better handle investments,
some believe the corporate trea-
surer rather than the risk manager
should oversee investments.

"The corporate financial people
are most concerned with protecting
corporate assets," explains Stuart
Schwartz, Johnson & Higgins vp.

Sometimes, as in the case of
American Risk Management,
which directs 100 Bermuda-based
captives, the captive's outside man-
agement will handle the invest-

ment of moderate-sized reserves,
what Mac V. Snow, ARM's senior
vp and director, calls an "interme-

turned over to the corporation's
cash-flow system.

Association captives appoint an
investment committee and an out-

to Mr. Snow.

"The well-managed captive is fi-
nancially as sound or sounder than
the typical insurance company and
it doesn't have all that overhead,"
he contends.

Mr. Kloman finds that captives
have been spared the harrowing
losses that have eroded the invest-

ment income of some of the leading
stock companies. "Captives are not
deteriorating as fast as the total
market, which isn't to say anything
about loss ratios," he says. i

There is a difference
INSURANCE

PROFIT

CENTER

The Insurance Profit Center (IPC) approach to in-
suring a corporation's Workers' Compensation,
General Liability and Auto Liability is similar to
Rent-A-Captive in several ways. Both the IPC and
Rent-A-Captive programs are designed to provide
all the benefits of a captive without the inherent ad-
ministrative cost and legal problems of establishing
and managing an insurance subsidiary. However,
there are differences separating the two programs.
Understanding these differences could save you
money.

The Insurance Profit Center is structured as a con-
ventional retrospectively rated policy. However,
with the IPC the insured corporation rather than the
insurance company earns the investment income
on the loss reserves.

IPC vs. Rent-A-Captive
You or your client's premium dollars will be man-
aged by a non-owned entity. This means the IPC ap-
proach provides you structure and contractual.
agreements to return your underwriting profits and
investment income to you... not promises related
to future reduced premiums.

18
RENT

A

CAPTIVE

Ease of Use

Any agent/broker can receive an IPC quote by sub-
mitting the underwriting information necessary for
a conventional retro to the carrier of your choice.

Other Benefits

• The IPC's parent company is publicly-held and
manages the program in the same domicile

• The IPC fees are minimal compared to Rent-A-
Captives

• The IPC is structured to defer taxes

• The IPC provides flexibility: it is not affili-
ated/owned by one broker or domestic carrier

• The IPC provides free brochures explaining the
program

Contact us. We'll give you straight facts, not pro-
mises on the insurance alternative that could save
you money or close the sale.
The Insurance Profit Center. so advanced, it's
simple

Call (212) 2334290or fill out
the coupon and mail it today.  ANECOM

r----------------------------------1
1

, ANECO MARKETING CO., LTD. |
, 111 John Street 1

1 New York, N.Y. 10038
1

 I'd like to know more on how to sell or receive a quote on the IPC program. 1
1 1
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Vermont echoes offshore captive rules
By KATHRYN J. McINTYRE

MONTPELIER, Vt.-Draft regu-
lations governing the financial and
reporting requirements of Ver-
mont-based captive insurers sound
more like offshore regulation than
U.S. insurance regulation.

The draft regulations, in final
form for the Vermont Legislature's
Administrative Rules Committee to

approve this month, slim diwn fi-
nancial reporting requirements
compared with other domestic cap-

tive domiciles and give certified
public accountants the responsib-
lity for alerting the Insurance De-
partment to financial problems and
require actuaries to certify loss re-
serves.

Although raising the eyebrows of
insurance regulators in some other
states, the liberal regulations of
Vermont, ccmpared with those of
Tennessee and Colorado, will be
welcome news to risk managers
who prefer less regulation of their
captive operatons.

WHY ITS GOOD BUSINESS TO HAVE RANGER'S
SPECIALIZED PROTECTION

Our kind of

specialization means a
more knowledgeable

handling of ourcustomers'
insurance needs.

The dictionary SayS that to specialize is 'to concentrate one's
efforts in a special acrivity or field..." That's just what we
have been doing for many years - providing specialized

products and services to our customers on the best possible
basis at all times.

*0 RANGER
.. INSURANCE COMPANY

•' A Subsidiary of

A
Anderson Clayton

Atlanta • 404-457-7211 (PO. Box 105C 28) 3C348

Denver • 303-79-8283 (RO. Box 3195) 80111

Houston • 713-622-6500(RO. Box 2807) 77001

Kansas City •.93-649-5500 (RO. Box 8650)64114

THE SPECIALISTS

George A Chaffee, Vermont
commissiJner of banking and in-
surance, said the draft resulations
reflect his desire to make the cap-
tive and -ts parent their own best
regulators.

Instead of submitting the cap-
tive's annual financial report on
the tlank usad by commercial in-
surers as reql-ired in other domestic
captive domiciles, Vermont cap-
tives will be required to submit a
less complicated report of their fi-
nancial condition.

The financial statemen: must
contain:

• The balance sheet.

• Statement of gain or lis from
operations.

• Statement of change in finan-
cial positbn.

• Statement of change in capital
paid up, gross paid in and contri-
buted sirplus and unassigned
funds.

• Certain notes including a rec-
onciliation oY differences between

the aidited financial report and the
statement filed with :he commis-

sioner, a summary of ow r.ership
and relationship of the company
and all affiliated coroorations or

companies insured by the captive
and a narrative explanation of all
material transactions and balances.

All companies under the act also
will have to submit an annual audit

by an independent certified public
accountant authorized by the com-
missioner.

The annual audit due by June 30
for the prior year must conform
with generally accepted auditing
standards and evaluate the internal

controls of the company regarding
methods and procedures for secur-
ing assets and the reliability of the
financial records. The CPA also

must promise that it will notify in
writing an officer and all members
of the board of the captive if it
finds the company has materially
misstated its financial condition in

its report to the commissioner. The
captive has five days to notify the
commissioner.

If the commissioner thinks the fi-

nancial condition of a captive war-
rants additional security, he can re-
quire a company to deposit with the
treasurer of Vermont cash or ap-
proved securities or a letter of
credit issued by a bank chartered in
Vermont or a member bank of the

Federal Reserve system approved
by the commissioner.

The annual aduit also must in-

clude an opinion on the adequacy
of the company's loss reserves and
loss expense reserves, either by an
actuary or someone approved as
competent to do so by the commis-
sioner.

Vermont's liberal law allowing
captives to accept reinsurance from
any source is restricted under the
draft regulations only to the extent
that no credit for reserves on risks

ceded to a reinsurer will be allowed

where there is not complete trans-
fer of risk to the reinsurer or when

the reinsurance agreement lacks a
clause requiring the reinsurer to
cover its obligation even if the cap-
tive becomes insolvent. This clause

is becoming standard in the rein-
surance business, Mr. Chaffee said.

The regulations also grant the
commissioner additional rights to
rescind a captive license. These in-
clude rescinding the license of a
captive that doesn't start business
within two years of being licensed
or stops doing business in or from
Vermont or rescinding at the re-
quest of the company. i

Risk Sciences Group joins
Atlanta claims administrator

MILL VALLEY, Calif.-Joseph
Destein,:he whiz of risk manage-
ment quantitative analysis, is sell-
ing his second brain child.

The founder and former presi-
dent of Anistics, which he sold to
Alexander & Alexander is now

selling his Mill Valley, Calif.-based
Risk Sciences Group tc C rawford
and Co. of Atlanta, Ga

The sale, for undisclosed terms,
will provide Crawford, known best
for its claims administration, with

new analytical forecasting and fi-
nancial planning services for risk
management.

Risk Sciences Group, which will
operate as an autonomous subsidi-
ary, gets the financial resources of
Crawford.

Crawiord admits Risk Sciences

Group will not add signifizantly to

Dub Martin & Co., Inc.

Specialists In Excess and
Surplus Lines Insurance

1900 Pacific Avenue, Suite 711 • Dallas, Texas 75201
214-748·0853 • Telex 73-0245 and 79-1654

Texas Only 1-800-442-7103

Members of

Texas Surplus Lines Association, Inc. &

National Associationof Professional Surolus Lines Offices
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its consolidated earnings during the
next two to three years but expects
Risk Sciences Group revenue to
substantially exceed that of exist-
ing service lines in the latter half of
the 1980s.

Crawford provides claims adjust-
ment and claims supervision ser-
vices, statistical reporting of loss
data, loss payment systems, voca-
tional rehabilitation and loss con-
trol consultation.

With Risk Sciences Group, it will
provide new analysis of basic loss
information to aid in risk manage-
ment decision making

Products pooled
The Los Angeles-based Fremont

Indemnity Co. and the Physicians
and Surgeons Underwriters Corp.
have pooled their product lines and
service capabilities to offer physi-
cians and surgeons comprehensive
insurance coverage.

The new program includes a
workers compensation safety group
to provide doctors and their staffs
with a variety of services normally
available only to large accounts.

A property/easualty package
called Medi-Pak offers coverage
such as loss of income on actual loss

sustained basis, extra expense, ac-
counts receivable and breakage of
scientific instrument lenses.

New account
Schwartz Brothers Insurance

Agency Inc. of Chicago has been
retained by Arthur Rubloff & Co.
to provide corporate insurance cov-
erages for its national real estate in-
terests.

The firm is completing a year-
long review of existing Rubloff in-
surance protection.

All coverages will be compu-
terized and interfaced with Rub-

loff's data processing equipment to
make available immediate and ac-

curate information to all its offices

throughout the country.

Joins syndicate
The Travelers Syndicate 1 has

been approved for underwriting

membership on the New York In-
surance Exchange, becoming the
25th syndicate member.

New broker members on the ex-

change are Avreco Inc. and Pear-
son, Webb, Springbett (USA) Inc.
E&S Intermediaries in a new asso-

ciate broker.

The exchange's estimated annual
premiums written for under-
writing year 1981 through Aug. 31
totaled $82.6 million. This compares
with $25.8 million for the nine
months that the exchange was open
for business during 1980.

Arab insurers

The new Bahrain-based Arab In-

surance Group, which began opera-
tion July 1, will officially open Oct.
17.

ARIG is a Bahraini shareholding
company with an authorized capi-
tal of $3 billion.

ARIG initially will write only re-
insurance. However, feasibility stu-
dies are under way to determine if
it can enter the worldwide direct

insurance market in all classes of

business in 1982.

Eighty percent of ARIG's busi-
ness so far has come from areas

outside the Middle East.

New E/S insurer
Executive Excess of Pennsylva-

nia Ltd. has been formed in King
of Prussia, Pa., to offer excess/sur-

plus insurance coverage. Formerly
World Fire and Casualty Associates
Ltd., the new firm was formed by
Executive Excess Ltd. of Princeton,
N.J.

Acquisition
The Excess & Special Risk

Market Inc., a surplus lines opera-
tion, has been acquired by, as well
as changing its.name to, Geo. F.
Brown & Sons Inc., a subsidiary
of the Interstate National Corp.
The latter was recently acquired by
the Fireman's Fund Insurance
Companies.

New office
North American Reinsurance

Corp. has moved its headquarters
to the Park Avenue Atrium at 100

E. 46th St., New York, NY, 212-
907-8000. •
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Supreme Court to hear N.J. product suit
Continued from page 2
cause non-Jersey firms can be hit
with product liability lawsuits in-
volving very old products if there
is no law requiring plaintiffs to file
suit within a certain time after an

injury. Such lawsuits can be ex-
tremely difficult to defend because
it is extremely hard to collect evi-
denae (BI, April 27).

The possibility of suits involving
very old injuries also makes it diffi-
cult for firms to calculate liabilities.

The Searle case involves a suit
filed by a New Jersey woman,
Susan Cohn, who charged that she
was left partially paralyzed in 1963
several months after she took birth

control pills manufactured by
Searle of Skokie, Ill.

Mrs. Cohn, however, did not file
suit against Searle until 1974-11
years after she took the pills. Mrs.
Cohn's husband said his wife de-
layed filing suit because she was
loo depressed to take action.

Searle fought the Cohn suit, but a
federal appeals court ruled that the
tolling statute, which gradually is
being removed in other states, did
not violate the company's right.

However, Searle, in a court brief
said the tolling statute violates the
equal protection.clause of the Con
stitution, which bars arbitrary dis
crimination between persons and
companies in similar situations.

While companies based or regis
tered in New Jersey are protected
from old product liability suits by
the two-year statute of limitations,
the tolling statute bars similar pro
tection for out-of-state companies
Searle said.

As a result, "Searle is forever
barred from asserting the defense
of the statute of limitations," the
brief said.

In the ERISA pre-emption case
that the Supreme Court let stand
last week, Standard Oil Co. of Cali
fornia challenged Hawaii's prepaid
benefit law that requires employers
to cover the cost of alcohol and
drug abuse treatment in their

Do you need to dis-

tribute copies of arti-
cles appearing in Busi-
ness Insurance at your
meetings or for your
mailings?

Business Insurance

has expanded its re-
print department to
meet your needs.

For fast, low cost* re-

prints of articles ap-
pearing in Business In-
surance, or to obtain

reprint permission for
your own copies, call or
write:

Reprint Department
Business Insurance

220 E. 42nd St.

New York, N.Y. 10017
212-210-0131

*New prices effective 1/15/81

health insurance plans.
Standard Oil and other multis-

tate employers are concerned that
if states are allowed to impose
varying benefit requirements, it
will become very costly for them to
administer benefit programs.

Lower courts ruled that since

Standard Oil's insurance plan was
an employee benefit plan covered
under ERISA, the state did not
have the power to require the plan
to. meet standards not required by
ERISA. The federal pension reform
law pre-empted state benefit re-
quirements, an appellate court
ruled earlier.

Hawaii appealed, but the Su-
preme Court refused to hear it.

The issue of whether ERISA.pre-
empts state benefit requirements,
however, is expected to be dis-

cussed during the current session of
Congress, said Jeff Hart, executive
director of the Assn. of Private
Pension and Welfare Plans.

In the asbestos case, Insurance
Co. of North America and Liberty
Mutual Insurance Co. have asked

the Supreme'Court to overturn a
U.S. Court of Appeals decision in a
case involving insurance coverage
of 48 Insulations of Aurora, Ill., that
says insurance policies in force
when workers are exposed to as-
bestos are the only sources of funds
to pay current claims (BI, Nov. 3,
1980).

INA and Liberty Mutual prefer
the manifestation theory that says
coverage applies when the disease
is first detected. The captive tax
case involves Carnation Co.'s pur-
chase of a three-year blanket prop-
erty insurance policy from Ameri-

can Home Assurance Co. Sept. 22,
1971, providing coverage for up to
$500,000 per occurrence with a
$10,000 per loss deductible.

American Home reinsured 90%
of liability with Three Flowers As-
surance Co. Ltd., Carnation's Ber-
muda subsidiary. Three Flowers
paid American Home a 5% commis-
sion on net premiums ceded and
reimbursed American Home for
premium taxes.

As a condition of reinsuring
Carnation's business with its cap-
tive, American Home required
Carnation to promise to capitalize
Three Flowers up to $3 million, if
needed, to cover losses over the
$120,000 initial capitalization.

U.S. Tax Court Judge. William
Goffe, in upholding an earlier In-
ternal Revenue Service ruling, said

LCOMElb OUR CLAIMS
DEPARrMENT

there was no risk-shifting and,
therefore, no insurance transaction
on the portion of risk ceded by
American Home to Three Flowers.

The capitalization promise be-
tween Carnation and American
Home counteracted the reinsur-

ance agreement, neutralizing any
risk-shifting, the 9th Circuit Court
of Appeals in San Francisco agreed
in upholding the lower court deci-
sion (BI, March 16).

Where there is no risk-shifting,
and, thus, no insurance, the premi-
ums paid are not tax deductible as a
business expense, but instead are a
non-taxable deductible contribu-
tion of capital to the subsidiary, the
appeals court said.

Carnation of Los Angeles dis-
agrees and wants the Supreme
Court to review the appellate court
decision. .

For those who

were expecting a
posh office and a long, long wait-surprise.

Associated Aviation Underwriters has a much quicker
way to handle your claims. Our adjusters can fly right to you
in our own corporate aircraft. And they have the authority to
settle your claim on the spot. There are no extra phone calls.

No extra paper work. No delays.
When speed and efficiency are ofthe utmost importance, you
can depend on Associated Aviation Underwriters.Al 

We're number one in corporate aviation in- /9/'/4 Insurance because we're number one in service. FlYING FIRST U.ASS

ASSOCIATED AVIATION UNDERWRITERS 90 John Street. New York. New York 10038 • ATLANTA•CHICAGO• DALLAS • DENVER • DETROIT • KANSAS CITY • LOS ANGELES • SAN FRANCISCO• SEATTLE
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., » -- Communicating Employee Benefits '
a critical corporate issue /

B f

and an important conferencefrom Business Insurance  <
ovember 1547 • Continental Plaza of Chicago

* , The Business Insuranbenefits communications those areas you want to focun. Thi ebc awards
 conference is anlinvestrl)ent of your time and dollars dinner gives you a look at th'e best<in benefits
ps that makes sense'for vo{Jr company and for you as a communications. General sessipns*key on such vital
5 benefits profdsionaB Sessions and speakers for this issues as tailoring messages to 4 varied workforce
S ' Bl benefits sefninar have been selected to equip and getting employees to use tMe benfits your
I you with thetknow-fiow to tackle your increasingly company has fashioned for theM.
8 complex taskrclearly communicating your com- It's all there at the Business 1*uranck Communi-
> panyj benpfits.in-a.demanding, fast-changing work cating Employee Benefits confetence-November

enpironr,ent. 1547 in Chicago. Read the program and blan to'be
iConcurrent learning sessions allow you to choose there, too.

- l- --j

The Bl Conference Program
Sunday, November 15. For early registrants-cocktails,
conversation with speakers and attendees and a special film
showing. Registration begins at 4 pm.

Monday, November 16
Registration 8:30 am until 10:00 am. Coffee served, and a
chance to browse through selected ebc competition entries.
Opening remarks at 10:00 am. Alfred Malecki, Business
Insurance Publisher; Kathryn Mcintyre, Editor.
Morning general sessions:
Choosing the Right Words ... to reach your whole
audience.

Anna Rappaport, F.S.A., and James D. Hawthorne, Vice
President from William M. Mercer Inc., Chicago, emphasize
do's and don'ts as they examine strategies for a changing
workforce. No longer can the benefits professional assume
messages aimed at the working male with wife and children
at home are adequate. Single parents, two-career house-
holds, career singles are a growing part of every company's
workforce... and all must feel the benefits fit their needs.

Convincing Employees to Listen... and Act.
Using such benefits as employee fitness prorams and
second surgical opinion programs as examples, Citibank's
Alan Tur@tz, Assistant Vice President, will tackle a key bene-
fits communications problem... How to make sure em-
ployees understand and use benefits provided for them.
Luncheon. An opportunity to exchange ideas with speakers
and fellow registrants.
Afternoon sessions: Four concurrent sessions keying on vital
issues and problems. Sessions will be repeated after coffee
break so that you may attend two.
• On your own.

Elayne Lewis, Benefits Analyst, Eaton Corp.
Jane Shannon, Assistant Vice President, Citibank.

How to develop, implement and maintain a solid
communications program-all in-house. All the tips you
need from writing explanations to laying out booklets, to
finding printers and other suppliers.

• Areyou being heard?
Julio Esteban, Jr., Manager Creative Services, Benefacts
Inc., Subsidiary of Alexander & Alexander Services.
James Hawthorne, Wm. M. Mercer Inc.

How to measure employee response to your messages.
You've got your communications program in place, and

Name

Title

Company

Business Address

Phone

CITY

you need to know if it's working. This session tells you how
to find out.

• Personalized benefits statements.

Lloyd Mills, Partner, Kwasha Upton.
Robert Youngberg, Benefit Statement Consultant,
Buck Consultants.

How to develop, organize, design and distribute the
personalized benefits statements. In this session, you will
analyze·different types of personalized statements.

• Special Situations.
Patricia Nazemetz, Benefit Operations Manager,
Xerox Corp.

How to deal with those difficult and challenging situations
that arise-communicating benefits cutbacks, examining
benefits reorganizations... and other difficult projects.
A case history solution will be examined.

Coffee Break.

Concurrent sessions repeated.
Cocktail reception.
Awards dinner. Featurirg Business Insurance ebc award
winners.

Tuesday, November 17
Sessions run 9 am to noon.

Using audio visuals.
Joan Beugen, President. The Creative Establishment.
How to use video in your benefits communication program.
Where to find cost-effective suppliers; how to tap in-house
resources; sample budgets.
You be the Judge.
Marketing consultant Herb Zeltner is back with this popular
session critiquing benefits communications programs. You
join Mr. Zeltner in judging what works and what doesn't.
(Session runs through noon with coffee break and snacks.)
Conference adjourns at noon.

Hotel Accommodations
The Continental Plaza has set aside special rates for
Business Insurance conterence registrants. Call the hotel
directly at (312) 944-7200 to make reservations. BE SURE TO
MENTION THE BUSINESS INSURANCE CONFERENCE TO

OBTAIN SPECIAL RATES OF $76 SINGLE AND $82 DOUBLE.

Registration Form
Please enroll me in the Business Insurance Communicating Employee Benefits Conference.

Additional registrants:

STREET

STATE ZIP

NAME TITLE

NAME TITLE

0 Enclosed is a check for $395 or $ for registrants
0 Enclosed is a $50 per person deposit (Bill me for balance)
O Visa O Master Card O American Express

Card Number Exp. Date

Signature
(AREA CODE)
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Vote coming
on longshore
act reform
Continued from page 2
creases. The administration favors

limiting benefit increase to 6% a
year; Mr. Nickles has called for a
3% cap on annual benefit increases.

• Boosting funeral benefits to
survivors. Sen. Nickles has pro-
posed retaining the existing $1,000
allowance for funeral expenses; the
administration says the allowance,
which has not been increased since

1972, should be raised to $3,500.

• Jurisdiction of the longshore
act. Sen. Nickles has proposed that
coverage under the act be limited
to the "point of rest," the spot
where the cargo is unloaded from
the ship and put on the ground.
The administration favors a fur-

ther cutback. It wants to see long-
shore coverage limited to the
water's edge.

This issue is important because
recent court decisions have vastly
expanded the scope of the act to
cover more classes of employees,
such as workers who "strip" car-
goes in warehouses.

In many cases, no one is sure
where jurisdiction lies until after a
claim has been filed.

Resolving this issue is vital for
risk managers and insurers because
benefits payable under the federal
act are more than double the bene-

fits payable under many state
workers compensation programs.

Without a solid definition of the

scope of the law, underwriters face
enormous difficulties setting
proper reserves for claims, experts
say.

Both the administration and Sen.

Nickles, however, do agree that
death benefits should be eliminated

to survivors of injured employees
who die from causes unrelated to

an on-the-job injury.
The administration also supports

a provision in Mr. Nickles' bill that
would overturn a 1979 Supreme
Court decision that widows are en-

titled to up to two-thirds of the de-
ceased workers' weekly wages
without an upper limit (BI, March
5, 1979).

Under the Nickles' legislation
and a similar bill, H.R. 25, intro-

duced in the House by Rep. John
Erlenborn, R-Ill., survivors' bene-
fits would be limited to 200% of the

national average weekly wage
subject to a maximum of $496.

Since some maritime workers

can make as much as $800 a week,

the savings from a limit on death
benefits would be substantial.

Obstacle removed

for IUD lawsuits
Continued from page 2
with the IUD, says that one woman
was fitted for a Dalkon Shield as
late as 1979, and it is estimated that
5,000 to 10,000 British women are

still wearing the Dalkon Shield, ac-
cording to Christine Murdoch, an-
other organizer of the association.

The Dalkon Shield Assn. and th€

Women's Health Network, a Wash-

ington, D.C.-based group, have
filed a class action suit against
Robins, saying that the IUD is still
being used worldwide even though
it was taken off the market in 1974

Not only do the women want
Robins to "recall" all the devices

but they want Robins to pay for the
removal costs.

Several members of Parliament

have asked the Ministry of Health
here to issue a statement about Dal-

kon Shields and tell women of the

danger. But the government feels
action taken so far is sufficient.

The statute of limitations foi

suing Robins over the shield is twc
years from the time a woman dis-
covers damage has been done by e
Dalkon Shield. .



Employers back sharing of health costs
WALNUT CREEK, Calif.-

Sharing the cost of premium in-
creases may alter an employee's
medical buying behavior, but it's
not clear how, the biggest com-
panies in the U.S. admit.

By a 2-1 margin, the 507 employ-
ers that participated in a U.S. sur-
vey on health care cost believe that
employees that share in the cost
will alter their medical buying and
help to reduce overall costs through
the workers' judicious buying be-
havior.

But, some 18% (more than double
the number from a prior survey in
1979) believe sharing the premium
with employees will result in more
cost to the employer because the
worker will feel more entitled to
his or her benefits.

The Health Research Institute of

California sent the survey to the
1,500 largest employers in the
United States, and one-third re-
sponded (BI, Oct. 5).

Attitudes toward cost-sharing
have changed since an earlier sur-
vey in 1979, when only 44% of the
respondents agreed that employees
who share in cost increases will

alter their medical care buying be-
havior.

Smoking bans
save money,

article says
WILLOW GROVE, Pa.-A ban

on smoking in the workplace could
save employers an average of
$4,789 per smoker annually, ac-
cording to a business professor.

The $4,789 figure is the average
amount that employers lose an-
nually for each smoking employee
on the payroll who is allowed to
smoke on the job, writes William
Weis, an associate professor of busi-
ness at Seattle University, in the
September issue of Management
World magazine.

Employers lose an average of
$1,820 per smoker annually for lost
time on the job, Dr. Weis says
Other losses are lost earnings from
early mortality, $765; involuntary
smoking, $664; property damage,
$500; maintenance, $500; medical
care, $230; absenteeism, $220; and
insurance (exluding health) $90.

Dr. Weis conducted the research

with Dr. C. Patrick Fleenor of the

university. They are preparing a
book based on the findings of their
study.

Management World is the
monthly publication of the Admin-
istrative Management Society.

For a copy of the article, send a
self-addressed, stamped envelope to
"Smoking Bans," American Man-
agement Society, 2360 Maryland
Road, Willow Grove, Pa. 19090.

Product liability
cases increasing
Zontinued from page 3
)ared with 218 in fiscal 1980, a 6.8%
nerease. In New York, the number
)f cases jumped to 549 from 386, a
12.2% increase. In Pennsylvania,
:ases filed in 1981 rose to 626 from

949, a 14% increase.

Texas, with 745 cases, had the
nost product liability cases filed in-
'ederal court, a distinction it has
teld for two consecutive years.

Pennsylvania was second with
126 cases in fiscal 1981, followed by
Yew York with 549 cases and

dichigan with 406 cases.
Wyoming repeated its 1979 and

980 performance by reporting the
ewest product liability cases: 14.
'his was an increase of just one
ase over 1980. .

In the 1981 survey, 53.1% of the
employers agreed with the behav-
ior change notion.

The opinion that employees who
do alter their buying practice will
help the employer reduce rcosts was
slightly more widely held in 1981
than in 1979, when the first survey
was taken (54.9% versus 49.696).

In 1979, a considerable propor-
tion (20%) expressed no opinion on
whether cost sharing would be
more effective at the point of ser-
vice (through larger deductibles
and coinsurance) than through pre-
mium deductions.

In 1981, the no-opinion segment
dropped by nearly half and most of
the no-opinion segment appears to
have shifted to agreement that
cost-sharing is more effective at the
point of service.

In 1979, 59% agreed wiTh :he

point of service cost-sharing ap-
proach, compared with 67% in 1981.

Almost three-fourths of the em-

ployers disagreed that employees
who frequently use benefits should
pay a greater share of premium in-
creases, according to Health Re-
seerch Institute data.

Similar to the 1979 survey find-
ings, the majority of the respon-
dents continue to hold that employ-
ees would resist a reduction in
health care benefits and/or levels

of coverage in exchange for in-
creases in direct pay or other trade-
offs or benefits.

But, a sizable share of opinion
has shifted, with only 52.2% of the
1981 employers agreeing their
workers would resist a reduction in

benefits, compared with 1979,
when 63% said employees would be
willing to lose benefits for an in-

...

crease in direct pay.
Respondents believed even more

strongly in 1981 thai even if costs
could be ignored, paying all health
care costs at 100% to promote early
care would not be the best way to
achieve the highest employee
health status. In 1979. 21% agreed,
compared with only 8.6% in 1981.

Nearly 84% of the employers
agreed that the best way to achieve
the hishest state of employee
health quality would be to take
oven actions to shift the focus of

health care from acute to preven-
tive care and lifestyle change.

Employers were evennnore ada-
mant in 1981 than in 1979 over

their distaste for National Health

Insurance and other government
involvement.

Some 83% of those surveyed in
1981 said passage of national health

insurance would not be beneficial

to their employees or their com-
pany, compared with 1979 when
74% opposed the passage.

Responding employers voiced
scrong disagreement that com-
pamies should have the ultimate re-
sponsibility for their employees'.
health, with only 5.2% believing
the company should have the ulti-
mate responsibility.

Almost 88% of the employers be-
lieve employees should be respon-
sible for their own health (com-
pared with 82% in 1979) and the
number of employers expressing no
opinion dropped significantly from
10.3% to 4%.

Respondents who believe the
government should have the ulti-
mate responsibility for employee
health dropped from 5.6% in 1979 to
a low of 3.3% in 1981. .
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Federal products liability bill
Continued from page 1

By contrast, Sen. Kasten's pro-
posal has been painstakingly put
together during the last several
months by Senate Commerce Com-
mittee staff members.

The proposal, which was still
getting last-minute touches late last
week, would reduce manufactur-
ers' uncertainties in product liabil-
ity cases by setting federal rules in
these areas of the tort law:

• The length of time a manufac-
turer is held liable for the safety of

its products. Manufacturers say it
should be more difficult for a

plaintiff to sue in cases involving
very old products.

• What the manufacturer's re-

sponsibility is when a product is
improperly designed or when the
seller fails to warn of a possible
hazard.

• Assessment of a manufac-

turer's responsibility when a prod-
uct has been altered or modified.

Sen. Kasten's prcposal also will
lay out new ground rules on when

an injured consumer can recover
punitive damages. It also will
sharply limit the product liability
suits consumers can file against
wholesalers and distributors under

a so-called seller's exclusion provi-
sion.

The measure, though, is not ex-
peeted to limit the amount of dam-
ages a consumer could recover in a
product liability case.

Finally, the measure will explain
what a manufacturer's responsibil-
ity is to warn consumers of possible
risks associated with use of its

product.

If enacted, Sen. Kasten's proposal
would reduce uncertainties in the

tort litigation system-a factor in-
surers cite to justify high product
liability insurance rates-by setting
the first federal tort standards.

But, despite widespread business
support that is expected for the
Kasten proposal, enactment of any
federal tort reform legislation faces
an uphill battle.

While Sen. Kasten, as chairman
of the Senate Consumer subcom-

mittee, is in a vital position to ad-
vance tort reform legislation, he
will need the support of other sena-
tors to get such legislation passed.

classified advertising

So far, though, Mr. Kasten's fel-
low senators on the full Senate
Commerce Committee haven't

placed the same importance on a
federal product liability bill as has
the freshman Republican.

Some Reagan administration of-
ficials, however, are sympathetic to
federal tort reform legislation. For
example, following the passage of
the Risk Retention Act, Commerce

Secretary Malcolm Baldridge said,
"We can now concentrate on work-

ing with the Congress on tort re-
form."

This support could give Sen.
Kasten's bill its first push. i

RATES AND CLOSING TIME:
Published every Monday. Copy in written form in Chicago ofjice not later than Mail ads to Barbara Toshef, Business Insurance, Classified Advertising Dept.,
noon Monday, 7 days preceding publication date. Display classiAed: takes card 740 N. Rush St., Chicago, IL 60611.Call (312)649-5340for more information. Teler
rate of $55.00 per column inch with card discounts on size and frequency. Cash Number: 25-4248. No verbal phone copv accepted. Responses to Business Insur-
with order. Responses to Business Insurance blind box ads are forwarded daity. ance blind box advertisements mustfit into a regular business-size envelope.

Business Insurance

Circulation

Breakdown*

Commercial Consumers

Administrative Management
owners, presidents.
vps, etc. 6,635

Financial Management
chief financial officers.

vps of finance, secretaries.
treasurers, etc. 9,335

Insurance Management

vps, directors, managers of
insurance. risk. benefits,

compensation, safety,
security, etc. 5,112

Government, Associations,

Unions, Educational
Institutions 952

Commircial Consumers

Sub-total 22,034

Insurance Agents
& Brokers

Insurance Cos.

Financial Institutions

Actuaries, Attorneys,
Adjusters. Appraisers
& Consultants

Others allied to the field

TOTAL 39,185

Source Business/Occupational

breakdown of qualified circulation,

May 4, 1981 issue, as submitted to
BPA for June 1981, BPA Publisher's

Statement.

2,135
752

LOSS CONTROL

SAFETY SPECIALIST

NYSE Corporation, headquartered
in San Francisco, seeks versatile
professional to lead loss control
and safety activities. "Hands-On"
position requiring experience and
skill in loss control, safety engi-
neering, claims adjusting, verbal
and written communication. Sub-
mit resume, including salary his-
tory: Personnel, Box 3224, San
Francisco, CA 94119.

EEO/AA/MFH

9.486

4,486
292

For a

Concise
and

Logical
Approach
to

Risk

Management
Recruiting

1_(61 C
Associates, Inc.

170 Broadway
New York, N.Y. 10038
4212) 227-8000

PERSONAL LINES
INSURANCE AGENCY

PRODUCER

Unique opportunity for the
individual seeking a pro-
fessional career and ad-

vancement with a large
multiple line agency.
The individual must have a

proven record in marketing
and underwriting, innova-
tive talents, a thorough
knowledge of personal lines,
and determination for self-
improvement including se-
curing of a CPCU designa-
tion and college degree.
Please submit your writ-
ten resunne to:

John R. MacLennan. CPCU
GUFFIN MACLENNAN

& BAIN
8585 Broadway

Merrill ville, Indiana 46410

 ACCOUNT 
EXECUTIVE

The CHICAGO, ILLINOIS office of Alexander & Alexan-
der Inc. is growing and needs a professional with experi-
ence in the Chicago market.
We are looking for a person with an excellent property and
casualty background. Yourexperience should include sell-
ing, servicing and/or marketing commercial risks. Prior
sales experience, ik a definite plus.
We offer an excellent compensation package, dynamic en-
vironment to work in and an opportunity to grow. If you
would like to pursue this in strict confidence, please mail
your resume, letter or call:

Carol Donald

Alexander

Alexander
130 East Randolph Drive
Chicago, Illinois 60601

Equal Opportunity Employer MIFNIH

(312) 565-6311

AGENCIES WANTED
Interested in purchasing cal;-
ualty agencies with 50 percent
0- more commercial accounts.

Minneapolis/St. Paul area lo-
cation. All replies confidential:

Box 495, BUSINESS INSURANCE
740 Rush St. Chicago, lil. 60611

DIRECTOR
RISK MANAGEMENT

SERVICE

Top 10 insurance brokerage
offers an immediate oppor-
tunity for an individual with
5-10 years experience in in-
surance brokerage/company
risk management. Excellent
opportunity! ARM/CPCU ++.
Must be Degreed. Competi-
tive salary and benefits.
Send resume to:

Dick Bates

Frederick County Square
Frederick, MD 21701
Or call (301) 663-0600

-Risk Managemenl-

• Corporate
National • Insurance

Placement Company
• Brokerage

MARTY HODES, ARM
(212) 697-3358

IRM Division
Insurance Risk
Management

- Career Guides Agency ----
415 Lex. Ave., NYC 10017

Risk Management
Executive Recruiting For
Corporations, Brokerages
& Insurance Companies

Contact:
Chuck Hubbard

(212) 599-2662

METRIC
11 E. 44 St.

New York, NY 10017

WELLS RECRUITING

X7 SYSTEMS, INC.

RISK

MANAGEMENT

SPECIALISTS

As the largest non-franchised recruit-

ing firm in the U.S., we can provide

you with greater exposure through

our national insurance network.

SAN FRANCISCO

Bob Patla

1 Post St., #2550
S.F., Calif. 94104

(415) 421-9700

DALLAS

Brad Goldsmith

5580 LBJ Freeway
Dallas, TX 75240

(214) 980-4900

We also represent reinsurance,

brokerage, and primary clients.

Paris/New York/Geneva/

Atlanta/Dallas/Chicago/

Philadelphia/London/San Francisco

Division of BIS International, S.A.

SURETY & FIDELITY

COMPANY WANTED

Experienced professional group
seeks Surety & Fidelity Com-
pany admitted on one or more
upper Midwestern states. Re-
giles confidential.

Box 496, BUSINESS INSURANCE

740 Rush St., Chicago, Ill. 60611

-onsulting/Executive Search
Tothelnsurancelndustrv

UPAUL I. PUNKLI

ASSOCIATES.INC.

One Chase Road

Scarsdate, New York 10583
914) 725-0773

MANAGER-

RISK INSURANCE
Large southern corporation located in small south-
ern town needs mature risk management profes-
sional with minimum of ten years experience, heavy
in property/casualty, knowledgeable in insurance
markets and financial analyses, ability to supervise
loss prevention and control, communications and
analytical skills, experience in corporate negoti-
ation insurance contracts and claims settlements.

Located in Yazoo City, Central Mississippi, Missis-
sippi Chemical Corporation is an aggressive, multi-
plant manufacturer of agricultural chemicals with
facilities in several southern states and in Carlsbad,
New Mexico. Position offers salary commensurate
with experience, complete benefit program and ex-
cellent advancement opportunities.

Send resume and salary history in confidence to
Manager of Corporate Recruiting:

Mississippi Chemical Corp.
P.O. Box 388

Yazoo City, Mississippi 39194
Mississippi
Chemical An Equal Opportunity
Cor oration Employer MF A

I.

SURETY BONDS
This leading Southern agency is seeking to add to two of their
locations. One position calls for a producing bond account execu-

tive who has a solid background in the surety field. This position
will begin at a salary in the area of $37,000 +. The second need
requires a solid surety underwriting background and a good back-
ground within the construction industry. This position begins at
around $25,000. Contact Jim Gilbert for details on both of these

key openings.

TEXAS PRODUCER

Our client, offering a full-support staff and long-term markets, seeks

to add a proven producer of mediumlo-large commercial accounts.

They are extremely negotiable at beginning compensation but a

medium range of $65,000 are comfortable numbers, plus expenses,
auto, and an assortment of additional benefits. Please call or write

to Jim Gilbert in Dallas.

LOUISIANA/TEXAS MARKETING
This firm requires a minimum of five years casualty underwriting

experience at the company level. it also requires an individual who

has a desire to "break away" from the company ranks and into an

agency/ brokerage environment. Any existing agency marketing ex-

perience will command above industry average compensation par-

ticularly if your background is ENERGY related. The range of these

two positions run from $35,000 to $75,000 Contact Jim Gilbert

n Dallas.
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Insurers criticize asbestos ruling
Continued from page 1 plies to a loss, the 'other insurance' tor of risk management, says the
latest federal appellate court ruling provisions of each policy provide a decision "is inline with what we've
does scheme by which the insurers' lia- viewed insurance to be all these

"It's a totally new ball game as a bility is to be apportioned " years

result of this decision," says Victor Such "other provisions" may The courts said (to insurance
B Levit, a San Francisco attorney take the form of equal contribu- companies) Don't try to find loop-
who has represented The Travelers tions by the various insurers in- holes in contracts Just because big OUR INTERNATIONAL REFIREMENT
Insurance Cos in several asbestos- volved when there is overlapping dollars are Involved
related cases "It breaks entirely insurance, the court said Complicating analysis of the ulti- PLANS ARE GENERATING INTERES[
new ground Finally, the court held that be- mate effed of the Keene decision is

"What's going to happen in these cause each insurer is liable to that it runs oounter to the two other
cases is not limited to asbestos," Keene for indemnification, each is federal appellate court decisions
said Mr Levit "It is a very signifi- also fully liable for defense costs, that have adopted the exposure
cant decision for products liability but that the manufacturer can se- theory of liability INA vs 48 Insu-
that extends far beyond asbestos " jlect which insurer will handle the lations and Porter vs American 4

"This decision totally abrogates defense Optical Corp
contract law in favor of deep Spokesmen for the defendants Several spokesmen associated J _ I U )1 Jilt h
pockets that don't exist," said Wil- and other insurers criticized the with the Keene case said that it will C-

liam E Bailey, senior vp and claims decision as confused, ignoring basic be difficult to ascertain what the .

counsel for Commercial Union In- insurance contract principles and implications of the case will be
surance Co creating a number of practical until the discrepancies with other

"It's the most far-out, far-reach- problems for insurers
.

cases are resolved
hing decision we've seen " Mr Bailey of Commercial Union

complains the court ignored tradi- They see the Keene decision as
Citing differing appeals court tional contract criteria, like dates in one more reason why a definitive

decisions and the fear that the a policy or legitimate expectations decision on liability by the U S Su- 4
Y

Keene decision will cost the insur- of the parties preme Court is necessary even
ance industry dearly-perhaps to The reasoning used could open though there is no guarantee lt W111
the point of restricting insurers' the courts to millions of plaintiffs decide the matter
willingness to underwrite product making it more and more difficult INA and L,berty Mutual have
liability insuance-the insurance for insurers to write product liabil- asked the Supreme Court to review
company defendants are consid- ity insurance, he said the INA vs 48 Insulations decision
ering an appeal to the Supreme Without a degree of certainty as this session, but the court has not
Court to resolve the issue he Travelers Corporation of Bermudato what an insurers' risk will be, decided yet if it will rule (story on

Defendants in the Keene case decisions such as Keene could "fur- page 2) (TCB) stands out as the leader m funding International retirement plans. Del-
were INA Corp, Aetna Casualty & ther and further drive product "It is not clear to us which of the oped specially for third country nationals and other non-U S employees, our
Surety Co, Hartford Accident & manufacturers to self-insurance or various theones in the long run rebrement plans are paying a minimum interest of 11% ; 14 1% new money on
Indemnity Co and Liberty Mutual no insurance of any kind," Mr Bai- will have us wind up paying more 1980 deposits, 37.5% time weighted return for funds deposited with. a separate
Insurance Co ley said claims on behalf of clients," James equity account

In the meantime, this sweeping G Bridgeman director of investor We're generating interest not only because of our rate of return but
decision will immediately benefit "

It essentially provides even relations for Aetna, said because of the organization and services behind it For instance, The Travelers
Keene Corp to the tune of $19 5 broader coverage for 1nsureds and We are more interested in get- Corporation of Bermuda offers you both Deposit Administration and Money
million previously reserved for as- manufacturers than under existing ting a clear resolution than any- Accumulation products. investments can be made in both fixed income and
bestos claims that now will be re- policies," adds attorney Mr Levit thing else. The decision enhances separate equity accounts Our full administration facillties meet the needs of
turned to earnings And if the deci- "It provides far broader coverage the likelihood down the road that international retirement plans at prices you'll find attractive in addition, thesion stands, it could add several than most liberal interpretations to we will have a Supreme Court re-
hundred million dollars to avail- date Government of Bermu(la offers you maximum tax advantages through favorable

view of the issue " -1

treatment on fund accumulation and benefit paymentsable insurance to cover asbestos "It is a highly significant decision Virtually all defendants in the
claims, depending upon the andaverymaterial departure from case have decided upon or are con- If you're mterested m how The Travelers Corpora-

number of future claims, a spokes- any of the decisions that have come templating seeking further Judicial tion of Bermuda can help develop and maintain a cost-
rnan said down " review effectlve funding program for your international retirement

Currently, more than 8,000 as- "I don't think anyone, insurer or John Mahoney Jr, an attorney plan, call your international benefit consultant, or
bestos claims have been filed insured, anticipated this sweeping for Aetna, said that Keene lS the Mr George F Carnck, Second Vice-President,
against Keene They are being set- decision," says Chris Mansfield, an "type of case the U S Supreme International Department THE TRAVELERS
tied at an average cost of $2,700 per attorney for Liberty Mutual Insur- Court should take" and that the An MIA Insurer

settlement ance Co "It adds uncertainty and company is considering a petition
Basing its decision on the "rea- confusion to the underwriting area for rehearing by the full court of The Travelers Insurance Companies, One Tower Square, Hartford, Gr 06115

sonable expectations" of Keene ' A major concern is the acknow- appeals and a petition before the
when it purchased the policies, the ledged implementation problems of Supreme Court
court said that exposure to the as- a decision like this They are im- Mr Mansfield and Mr Bridge-
bestos, manifestation of the as- mense " man said thei companies are also
bestos-related disease and the la- Claims operations and day-to- considering seeking further judicial
tency period between the two (ex- day decisions could be inhibited, he review, although 11 was uncertain
posure in residence) all triggered said Uncertainty as to what the which form it would take .

coverage outside limits of a company's obli-
"In sum, the allocation of rights gations would be, how a manufac-

and obligations established by the turer would select an insurer that is
insurance policies would be under- liable and how companies would
mined if either the exposure to as- set standards and terms for selling r

.

bestos or the manifestation of as- policies all remain unresolved
bestos-related disease were the sole

*

trigger of coverage,"the court said "The judicial decision was
4

"We conclude, therefore, that in- based on the reasonable expecta- A

halation exposure, exposure in resi- tions of the insured but does not r..»..».t./'.6... I...'*..*
dence and manifestation all trigger look to policy language, past Judi- L11

coverage under the policies We in- cial precedent, the pecuharities of 9 1,

tail "

terpret 'bodily injury' to mean any the disease process or anything but Api 7 5
part of the single injurious process that which could be in the minds of k
that asbestos-related diseases en- the insurance purchaser," Mr 7-

Mansfield said

A spokesman for Keene, how-
Noting that liability by more ever, called the opinion a correct

than one insurer would in many interpretation of insurance policies,
cases apply under this theory, the that conforms with prior tort decl-
court left it up to the manufacturer sions in related areas
to select which of all the insurers INLAND MARINE RISKS."We think lt lS a correct inter-

would be liable for losses and de- pretation of comprehensive gen- L ,r

Eense eraly liability policies sold over the We offer producers facilities for
The only restriction in selecting ) ears to our clients and subsi- insuring all classes, capacity to cover

he hable insurers is that the poli- dialles," said Jerry Oshinsky, attor- 11 all sizes, expertise to make sure their
:yholder lS not to recover more ney for Keene Corp 0

clients are properly protected and enjoyrom insurers than it owes in dam- "There was certainly ample prec-
ges and that the provisions in the edent for the court's decision It competitive rates.

nsurance policies governing allo- seems to me the decision was well-
ation of liability, when there lS reasoned, was accurately presented NewYork Marine Managers. Inc.nore than one policy, apply and should have influence else-

"The only logical resolution of where " Underwriters and Managers representing American
his issue is for Keene to be able to Mr Oshinsky said that by hold- Companies for MARINE INSURANCE-ALL CLASSES
'ollect from any insurer whose ing that the "injurious process 123 William Street, New York, N Y 10038
·overage is triggered the full triggers coverage, by not allowing - Phone 212-349-1600 Telex 129200NYMM NYK
imount of indemnity that it is due," an insurer to apportion its liability
he court said with policyholders and by commit- Producer inquiries invited Contact Bill Tap

This doesn't necessarily mean ting the policyholder to pick the in-
hat one insurer will have full lia- surer, the court accurately con-
Iility for an injury, the court said strued prior tort law
When more than one policy ap- Charles A Foster, Keene direc-



Tax breaks for self-insured reserves proposed
Continued from page 1 would increase over time We are The Risk Retention Act, overfunding or underfunding re- to pay losses if the taxpayer did not
serves and funding are included in Just wanting to adjust the timing of designed to deal with the special serves and to compromise with the pay them
the bill In addition, a captive in- the receipt of the revenues by the problem of product liability insur- IRS over the use of captive insur- The amount deductible in any

surer would have to be licensed or government," he says ance costs and availability, only ers one year for a company maintain-

approved in one state to be pro- "Setting up loss reserves neces- pre-empts certain state insurance The bill would require corn- ing a trust would be limited to the
tected by the bill sary to pay the ultimate claims laws and doesn't affect federal tax panies to declare on their income present value of the total current

The committee had hoped the costs of an event that has occurred revenues as the loss reserve deduc- tax retu rns what classes and liability for self-insured losses, re-
bill would have been introduced by can now only be accomplished with tion bill would amounts of risks the corporation is duced by the amount in the reserve
now to boost its fund-raising ef- after-tax dollars That's unecomo- The committee is pushing for im- self-insuring The special tax treat- account or self-insurance trust
forts It has raised $76,000 and spent mical and counterproductive It mediate change in the tax treat- ment would apply only to these de- Two methods for determining this
about $100,000 to date Only the forces companies to buy insurance ment of self-insured reserves, but clared self-insurance programs amount are described in the bill

delay of bills from its Washington when they can more efficiently recognizes "this many need to be Both internal accounting for self- • Actuarial evaluation

law firm is keeping it in cash and economically handle the whole phased in," Mr Hackenburg said insurance and the use of an affi- • Using 90% of the amount

"We're broke," admitted com- budgeting, reserving and claims Although Republicans are in hated or captive insurance com- quoted by a commercial insurer to
mittee member P Richard Hack- administration procedure inter- power in Washington, the commit- pany are included in the definition assume the liabilities of the trust, or
enburg, staff vp and assistant trea- nally " tee decided to keep as its lobbyist of self-insurance a written estimate by a recognized

surer at Allegheny International, in Given the right to take tax de- Patton, Boggs & Blow, whose ties Captive insurance companies insurance brokerage firm
a report last week to the Captive ductions for these reserves, com- have been traditionally with Dem- would have to be licensed or ap= Loss payments during the year

Insurance Cos Assn meeting in panies could channel more money ocrats The committee considers proved in one state to afford the would be deductible only when in
Miami into their businesses, ultimately in- the choice of Democratic sponsors parent company a tax deduction for total they exceeded the total contrl-

CICA, the Risk & Insurance creasing their revenues and thus politically astute because "Demo- premiums paid to the captive An bution made to the trust or reserve
Management Society and most re- federal taxes collected, the reason- crats are looking for a way to show earlier draft would have extended account for the year in which the
cently the National Assn of Insur- ing goes they care about business," Mr this privilege to all captives, in- losses were incurred
ance Brokers have each contri- Now, faced with the prospect of Hackenburg says cluding the majority of them which If, at the end of any year, the re-

buted $15,000 to the cause as mem- funding for self-insured losses with Mr Reeves admits, "The com- are based offshore in Bermuda But serve account exceeds the current
bers of the Loss Reserve Deduction after-tax dollars, companies often mittee spent a lot of time discussing the committee's Washington coun- self-insured liability, the amount in
Committee, and their representa, choose the less economical alterna- who would be an active sponsor sel advised that the tax break for excess would have to be included in
tives form the seven-person corn- tive of buying insurance, he says rather than a passive sponsor and offshore companies would be a red the company's gross taxable in-
mittee The other $31,000 was con- Some corporations, however, are who would be interested in what flag that could kill the bill conne

tributed in amounts ranging from known to take the tax deduction we are trying to accomplish Rep The state approval/licensing re- The bill requires the current self-

$100 to $3,000 by companies re- for self-insured reserves anyway, Long shares our enthusiasm " striction should not prove to be a insured liability be computed at the
sponding to a fund-raising plea last although aware they are inviting One obstacle to selling the bill in major obstacle to companies with end of every taxable year, regard-
'year challenges from the IRS when they Congress is its technical accounting offshore captives Offshore captive less of whether a deduction under

Finding the right sponsor and are audited nature Congressmen want issues could seek licensing under Ver- the law is taken for the year
fine-tuning the bill has been more The current tax penalty on self- boiled down to a couple of sen- mont's Captive Insurance Com- Eligible for self-insurance under

time-consuming than the commit- insurers also can force business into tences and this bill defies that kind pany Act, the only state law to the law, are liability, fidelity and
tee had expected The first draft of imprudent risk management in of simplification for people unfa- offer such an option workers compensation risks, all

the bill was completed m February tough insurance markets, Mr miliar with insurance and account- Vermont Banking and Insurance risks which usually involve a loss
1980 And although Rep Long lS Reeves notes 1ng Commissioner George A Chaffee in one year and payment of the loss
expected to sponsor the most recent When insurance is unavailable A detailed memorandum pre- says, however, Vermont will want years later Reserves can be main-
draft, the introduction has been de- and companies are forced to self- pared for congressmen, however, offshore captives to seek more than tained for both reported claims and
layed because the committee is try- insure huge risks, they may leave explains how the current treatment a license The state wants the eco- aggregate incurred but not re-
ing to line up Rep Richard A Ge- unfunded many millions of dollars of self-insured reserves is counter- nomic benefit of business con- ported claims subJect to the test for
phardt, D-Mo, as a co-sponsor worth of retained risks they have productive for business ducted there, too reserves established by Financial

Rep Gephardt, who is still study- been forced to accept rather than Currently, companies reporting There are no restrictions in the Accounting Standards Board Rule
ing the bill, is eagerly sought as a allocate after-tax dollars for re- income on a cash basis can deduct draft bill on the amount of premi- No 5, Accounting for Contingen-
sponsor because he is a well-re- serves when they need the money self-insured losses only when they ums paid to a captive, arguing that cies
spected member of the Ways and- for more productive projects, Mr are paid Companies using the ac- other sections of the IRS code re- Once established, the trust could
Means Committee, which must Reeves notes crual method of accounting can quiring arms-length dealings be- not be dissolved nor could the letter
consider revenue bills Mr Long is The change in the tax law would only deduct self-insured losses that tween related companies is enough of credit or surety bond be termin-
a member of the Rules Committee not only remove this disincentive pass a stiff "all events" test that regulation to assure that the premi- ated If a bond or letter of credit
and cannot lead the drive in Ways to good risk management, but also precludes companies from deduct- ums will be market price were canceled, the taxpayer would

and Means for the bill would encourage better risk man- ing reserves for contested liabilities There are restrictions on the tac have 30 days to replace it or be
Besides the insurance industry, agement, he argues or losses actuarially known to have deductibility of self-insured re- penalized with 125% of the trust

which is expected to fight the bill "Our bill will place the incentive been incurred but not yet reported serves when no captive insurance amount included in its gross in-
as a threat to its business, the Trea- to prevent claims in the right place Also cited as an argument for the company is used come and the trust considered ter-

sury Department could be a formi- Self-insurers are more conscious of change in tax law is the need to co- If not funded through a captive minated
dable opponent Treasury officials the need to produce quality goods ordinate tax law and generally ac- insurer, the reserves would have to The act would apply only to
have said they would have to hear and service since reduced claims cepted accounting principles be funded by either an operating losses incurred in taxable years be-
a strong argument to drop their op- costs directly increase their bottom GAAP require that highly predict- self-insurance trust or a standby ginning after the enactment of the
position to a bill that would reduce line " able future payments arising from self-insurance trust act In addition, the law states that

federal tax income Once a bill is Introduced, the events that have occurred are to be Using an operating self-insur- this is an election under the tax
Loss Reserve Deduction Com- committee plans to launch another charged to income in the current ance trust, the taxpayer would fund code and not mandatory for all

mittee Chairman Robert A Reeves drive for funds period the memorandum notes the trust in the amount of the de- self-insuring taxpayers
thinks the committee has the The lobbying work that will be "Such treatment is also in accord duction in each taxable year, either The members of the Loss Re-

strong argument Reeves is vp of needed to get the bill passed is ex- with the fundamental principle of with cash, marketable securities serve Deduction Committee, in ad-
insurance for the Hospital Corp of pected to make the 21/2-year battle accounting the correct matching of other than the taxpayer's or a com- dition to Mr Reeves and Mr Hack-
America in Nashville, Tenn to get the Risk Rentention Act the income and expenses of a pe- bination of both The trustee of the enburg, are Charles J Eades, vp for

"Although tax revenues would passed look like a breeze "It could riod," the memorandum adds trust, who must meet certain Crl- insurance at Ingram Industries Inc
be reduced in the early years of be five years," admits Mr Hacken- The bill has been written to an- teria in the law, could loan up to in Nashville, Donald T Browne, vp
such a law, total tax revenues burg ticipate Treasury concerns about 50% of the trust to the taxpayer at of First Atlanta Corp in Atlanta,

prevailing commercial rates Ronald Stasch, risk manager for
A taxpayer using a standby self- Federal-Mogul Corp in Detroit,

insurance trust would have to Reginald E Beane, director of gov-
maintain a reserve account and ernment affairs for RIMS, and
purchase a surety bond or letter of Donald Jordan, executive director
credit equalling the current liabil- of NAIB
ity for self-insured losses The RIMS national headquarters in

standby trust would be the benefi- New York is accepting contribu-
clary of the bond or letter of credit tions to the lobbying effort
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as appealing takeover targets

175 \ By LEONARD M. WILSON
170 Special to Business Insurance BI tieker
165 i AfQUISITION FEVER has engulfed in-

urance brokers We have written about wanting to diversify into fields less cyclical agreement to purchase Alexander Howden
160  the possibility that the public insurance bro- than truck leasing Moreover, Ryder seems to for stock and debentures worth about $280 kers might become takeover targets (BI, July have the financial capabihty to swing a siz- million Alexander & Alexander's stock
155 13) It was and remains our view that a public able deal reacted to the announcement by retreating broker is unhkely to benefit materially from Many companies find the idea of diversifi- four points Possible dilution of earnings and

d an acquisition by a larger company, whether cation attractive But Ryder could have an arbitrage pressure, often a factor in a merger4**'42*4' 4#%494 it be a financial or an industrial corporation additional motivation and advantage The between two public companies, probably
But we also pointed out that, in the current Economic Recovery Tax Act of 1981 gives a were responsible for the price decline freewheeling financial , sizable boost to investment tax credits and

environment, a deal in-

R
Investors wondered why the deal came so

depreciation Capital-intensive companies, quickly after Alexander & Alexander andvolving a public brokerInsurance Industry stocks rebounded slightly could not be ruled out, like Ryder, conceivably may find themselves the Sedgwick Group abandoned their merger
last week as the 8/ stock index rose to 171.2 even if the business ra- with unused investment tax credits and de- negotiations Was it conceived in haste? We

preciation that could shelter taxable earn- don't think sofrom 167.7. Forly-two stocks posted gains, 17 tionale were a weak one
declined and 14 were unchanged. Stocks ings For such a company, an acquisition with First, the two companies know one anotherWe lay no claim to such taxable earnings to be sheltered would well Second, Howden provides Alexander &showing the greatest gains included E.H. any special knowledge make sense
Crump Cos. Inc., 14.3%; Gulf United Corp., Insurance brokers are Alexander with direct access to Lloyd's of

We cannot be sure that Ryder's intentions London and an enhanced presence in rein-13.4%; Integrated Resources Inc., 11.8%; and attractive acquisition are motivated by tax considerations Cer- surance brokerage Finally, the personalSRI Corp., 8.6%. Losses were less dramatic targets because of their tainly, ownership of a minority position in chemistry between the managements seemsthan previous weeks, but included Crown Life high proportion of free Hall would preclude income statement con- to be rightInsurance Co., 7%; Armco Inc., 3%; Equifax cash flow, their stability solidation for tax purposesInc., 2.7%, and Chubb Corp., 2.6%. The index of earning power and However, How.den is thin in retail broker-
Wilson

ga,n of 2.1 % outpaced the 1 % growth in Dow their solid long-term growth prospects But Ryder's strategy could become evident ages abroad, so that objective is yet to be met
in the near future From Hall's viewpoint, a Consequently, Alexander & AlexanderJones Industrials but couldn't beat the other Merger speculation has centered on Fred S linkup with a truck lessor would likely have will have to proceed further on 1ts quest formajor marketindicators.

James and Frank B Hall James stock moved little appeal, either in image or business fit broader international capabilities A programup into the high 20s with heavy volume sev- It is virtually axiomatic that no one would of acquiring minority interests in indigenous
British Issues eral weeks ago, suggesting that some inves- attempt an unfriendly takeover of an insur- brokers, along the lines of Marsh & MeLen-

tors were anticipating a tender offer The ance broker, the Marsh & MeLennan-Bowr- nan, is likely to be the operating strategy But
1 Week

10/6 stock has fallen back recently, though, proba- ing situation was a special case An un- realistically, it may take several years for
Price P/E Div. Yield High-Low bly due to management denials of any friendly takeover runs the risk of significant Alexander & Alexander to achieve a mean-Companies pence pence % pencepence merger discussions

Commt Union staff defections in a business dependent on ingful presence in international brokerage138 92 1607 116 147-138 Then came the annnouncement that Ryder people A potential acquirer of an insurance operationsEagle Star 291 94 2143 74 293-281 Systems had acquired 4 9% of Hall's shares m brokerage must be cognizant of this hazardGenl Accident 316 7 3 21 07 6 7 320-308 In the meantime, insurance brokerage
Gdn Royal Exch 304 79 2321 76 312-298 open market purchases Hall also said that But the rules of the game could change In stocks have held their own despite the steep
Phoenix 256 84 2243 8 8 258-248 Ryder Intended to purchase 15% or more of that event, a broker targeted for an un- stock market plunge Perhaps, the difficult
Royal 358 92 3500 98 370-350 its stock friendly tender offer might seek out a "white premium rate environment already is re-Sun Alliance 840 84 53 37 6 4 855-825 The phrase "or more" is a significant one knight," a compatible merger partner to flected m share prices Nonetheless, for the

since it could imply something other than stave off a takeover by an undesirableBrokers interim, any significant price advances in in-passive, minority ownership
CE Heath 278 109 1500 54 278-265 The insurance brokerage industry is a surance brokerage shares may depend uponWhat does a company that leases trucks small one by the standards of financial mar- the level of merger expectationsHogg Robinson 102 82 857 84 103-100
Alex Howden want with an insurance broker? The business kets The aggregate market value of the pub-138 106 1071 78 139-130
JH Mmet fit seems remote at best Ryder's manage- llc brokers is no greater than that of a me-142 129 650 46 146-134
Sedg Grp 139 10 2 7 50 5 4 141-133 ment, however, has admitted publicly to dium-sized oil company Yet the Industry lS
Stenhouse Hidg 98 90 664 68 98- 94 likely to remain a magnet for potential ac- Financial Briefs
Stew W,ightson 206 103 1714 83 207-200 Leonard M Wilson, a semor analyst at quirers Investors and brokerage manage-
Willis Faber 338 11 6 1785 53 34325 ments alike undoubtedly will be preoccupied

USF&G
Source Philip Olsen/Alan Chftor, Insurance Industry

Firat Manhattan Co Inc :n New York, spe- with the issue of potential acquisition for United State Fidelity & Guaranty Co willSpecialists Kiteat & Aitken Stockbrokers, matizes in insurance brokerage stocks He some time to come
London become a wholly owned subsidiary of a newts a member of the New York Society of Acquisitions are a two-way street as Alex- holding company, USF&G Corp, on Oct 1Secunty Analysts ander & Alexander demonstrated with the United States Fidelity & Guaranty share-

/////////////////////////„,/„,//„„„„„„„„„„„„„„ holders approved the proposal, whereby-- - one share of the exisiting insurance company

Bl Industry Stock Report will automatically become one share of the
new holding company, at a meeting on Sept
25

OCT. 6, 1981 9/30/81 THRU 10/6/81 OCT. 6, 1981 9/30/81 THRU 10/6/81 "The holding company structure will give
Insurance Cos Price °0 Chg P/E $ Div °o Yld High Low Vol (000) management greater flexibility in the plan-

Aetna Life & Cas Co •price 06 Chg P/E $ Div % Yld 2:29 Low vol (000) ning and execution of business," said Jack
American Bankera Ina Group NYSE 40 88 41 72 232 57 41 25 39.88 513 7 Tokio Marine & Fire Ins Co OTC 101.50 4.4 8.1 1.00 1.0 102.50 100.75 4.4 Moseley, chairman and president "There areOTC 5 50 -22 10.4 044 80 5.63 5.50 92.0American Gen Ina Co Travelers Corp

NYSE 38.63 -0 3 61 200 52 40 00 38.63 NYSE 45 13 14 53 288 64
337 9 45 25 44.13 240 0

American Indty Flnl Corp OTC 14.00 4 8 5.6 1.12 80 no present plans for any change in the com-14.00 13.88 81 United Fire 4 Cas CoAmerican Intl Group Inc OTC 59.75 5 3 10 9 0.40 0 7 59.75 56.75 318 0 United States Fid & Gty Co OTC 0,0.50 1.7 80 100 33 3050 3000 0.4 pam/S business activities "NYSE 6025 16 60 320 80 40 50 39.SO 93 3
American Natl Ins Co OTC

United Svcs Life Ina Co OTC
1200 11 54 068 57 12.00 11.88

1388 28 57 100 72 13 88 13.50 64
98.4 Uslire CorpAmerican Sts Life Ins Co OTC 17.50 61 5.6 0.72 4 1 17.50 17.00 00

NYSE 21.88 36 53 076 35 22.50 21.25 231 4
Aneco Reina Ltd OTC 3.13 00 0.0 0.00 0 0 3.13

Washington Natl Corp
3.00 4 4 NYSE 20 50 79 61 108 53 24.50 20.50 135.8 Fred S. James

Appalachian Natl Corp OTC 213 00 00 000 00 2.13 2.13 0.8 Zenith Natl Ins CorpAvemeo Corp AMEX
OTC 1450 18 81 0.60 419.00 0.0 7.0 050 56 9.38 9.00 11 8 14.50 14.00 11.0 Fred S James & Co Inc has agreed to sell

Banks Iowa Inc OTC
INSURANCE COMPANIES

37.00 2.8 5 9 1.44 3 9
AVERAGE 6.1 4.340 50 36.50 35 15 maJority interest m James InternationalBltco Corp

Carolina Cas Ins Co OTC 35 50 60 50 216 61 35 50 34,00 47 AgentS/BrokerS
OTC 675 00 68 032 4.7 Treaty Corp, a New York-based reinsurance6.75 6.75 5.5

Central Natl Finl Corp OTC 26.50 60 86 065 2.5
Chubb Corp

27 50* 23.00 17.1
OTC brokerage operation, to John L Gilbert,

41.75 -2 6 51 268 64 42 50 41.75
Alexander & Alexander Svca

92 4
OTC 28.00 -1.8 9.7 1.84 6 6 28.50 28.00 281.3

Baldwin & Lyons Inc OTC 31.75 0.0 5.4 0 80 2 5 31.75 31.50 president of James International Treaty3.0
Combined Intl Corp NYSE 20.63 -1 8 57 1.80 87 20 75 20.50 89 2

Corroon & Black Corp NYSE 1850 0.0 9.7 176 9.5 19.25 18.38 15 8 The terms of the sale were not disclosed,Connecticut Gen Ins Corp NYSE 49 00 43 64 176 36 49.38 47.00 188 6
Crump E H Cos Inp OTC 1300 14.3 14.6 040 3.1 13.00 11.38 54 5

Continental Corp Hall Frank 8 6 Co IncNYSE 24.75 10 78 240 97 NYSE
25.25 24.50 161.1

26.13 05 97 166 64 26.75 26.00 65.8 but James Chairman Charles A O'Malley
Crawford & Co OTC 1500 -16 11.5 052 35 15.00 15.00 16 5
Crown Life Ins Co OTC 92.00 -7 1 10.0 2.80 3 0 Integrated Res Inc

99.00 92.00 AMEX 14.25 11.8 6.2 0.00 0.0 said that the sale would not have a significant
13 14.25 13.75 26 2

James Fred S & Co Inc NYSE 13.25 3 3 107 1.60 69 23.25 23.00 43·8 effect on James' operation or financial re-Crum & Foriter
NYSE 3075 5.1 5.4 1 64 5.3 Marsh & Melennan Cos Ine

30.88 29.88 396.2 NYSE 34.25 -0.7 11.3 2.00 5 8 34 25 33.50 235.9
Employers Cas Co OTC Penncorp Final Inc Sults

34.00 0.7 56 120 3.5 34.00 3375 NYSE
0.2 524 77 94 016 30 5.25 4.88 88.1

Equirax Inc Poe & Assoc IncNYSE 22.75 -2 7 52 2.40 10 5 OTC
23 50 22.75 11 0 11.25 -2 2 98 080 71 11.25 11.00 0.8

Excelsior Ins Co OTC 16.50 0.0 14.2 0.70 4.2 16.50 16.50 33
Farmers Group Inc OTC Reed Stenhouse Cos Ltd29.13 2 6 9.0 1.12 3 8 OTC 11.0029.13 28.63 242 6 48 87 060 55 11.00 10.88 9.5Rollins Burdick Hunter Co OTC

Colonial Penn
2025 00 113 124 6.1 20.25 20 25 6.4

First Colony Life Ins Co OTC 6000 34 18.3 100 1.7 61.50 57.50 6.7
Foremost Corp Amer OTC AGENTS/BROKERS

25.25 5 2 7.5 0 80 3 2 25.25 24.25 AVERAGE
58

8.9 54 Colonial Penn Group Inc has declared a
Great West Life A/surn Co OTC 245.00 00 99 10.00 41 245.00 245.00 00
Hanover Ins Co regular quarterly dividend of 35 cents perOTC 27.75 1 8 3.8 0.72 2 6 28.00 27.25 17 2 Conglomerates/Holding Cos.Hartford Steam Boiler Inaptn OTC 43 00 7.5 7 7 2.60 6 0 44.00 41 00 73 share payable Oct 10 to shareholders of rec-
Jefferson Natl Ltre Ins Co OTC 35.00 0.0 28 2 0.64 1.8

American Express(Fireman'a Fd) NYSE 43.13 5.2 7.9 2 00 4 6 43.13 41 25 1,059.5 ord Oct 2
Kemper Corp

35 00 35.00 7.2
OTC 30.00 -2.0 4.9 1.60 5.3 Anderaon Clayton(Ranger/Par,Am) NYSE 23.25 3.3 57 1.20 5.2 23.38 22.75 10 5

Lincoln Natl Corp Ind
30 50 30 00• 27 3 Armeo Inc

NYSE 37.00 -1.0 5.6 3.00 8 1
NYSE 28 25 -3 0 65 1.80 6.4 29.25 28.25 315.1

37.88 37.00
Mgic Invt Corp

31 1
NYSE 33.38 47 87 128 38 33.50 32 75

City Investing Co. (Home Ins.) NYSE 22.13 2.9 6.4 1.60 7 2 22.50 22.00 210.6
224.8 CNA Finl Corp (CNA) NYSE ·175 -1 1 46 0.00 0.0Mission Ins Group Inc 12.00 11 63NYSE 38.00 1 3 6.9 1.00 2 6

22 6 Hartford Steam Boiler
38.25 38.00 25 6

Nationwide Corp Ohio Control Dati (Coml. Credit) NYSE 68.25 6.0 80 100 15 68.38 65.13 427.2
OTC 24.63 00 76 070 28 24 63 24.63 14 General Re Corp The Hartford Steam Boiler Inspection &

Northweatern Natl Life Ini OTC
NYSE 75 00 68 98 1.76 2.3 75.00 70.75 107.8

23 00 -0.5 5 6 1.36 5.9 23.00 23.00 7.2 Gulf Utd Corp
Ohio Cas Corp NYSE 20.13 13.4 7.3 1.32 6 6 20.75 18.38 129.8 Insurance Co has declared a regular quar-
Old Rep Intl Corp OTC 38 88 03 60 204 5.2 38.88 38 75 52.6 INA Corp (Ins. Co of NA) NYSE 42 38 4 6 5.9 2.40 5.7 43.50 40 75 337 3 terly dividend of 65 cents per share, payableOTC 14.50 1.8 3.7 0.92 6.3
Pinehur/t Corp

14.50 14.38 64.5
OTC

ITT (Hartford Group)
813 83 00 0.00 0.0

NYSE 28.25 6.1 5 1 2.60 9.2 28.38 27.25 648.5
8 130 7.50 92 Oct 30 to shareholders of record Oct 9

Optimum Hldg Corp OTC
Preferred Risk Life Ins Co OTC

9 75 2 6 12.0 0.00 0.0 9.75 9.50 17.318.00 0.0 5.2 0.80 4.4 18.00 18.00 12 Reliance Group Inc NYSE 79.75 -5.1 84 300 3.8Provident Lite & Ace Ins Co OTC 83.00 79 75 19.74400 35 61 220 50 44.00 43.50 21.7
Ryan Ins Group Inc OTC Sears Roebuek & Co. (Allstate) NYSE .6 25 1 6 7.6 1.36 8.4 16.50 16.13 1,442.9

19.50 0.0 8.2 0.12 0.6 19.75 19.50 2.4
St Paul Cos Inc OTC

S & H Co (Bayly Martin & Fay) NYSE 35.75 0.0 13.9 1 00 2 8 35 75 35.75 3.7
INA

46.88 1.4 8.0 2.32 4.9 47.00 46.50 124 5 Teledyne Inc (Argonaut)
Safeco Corp OTC

NYSE 139.00 4.6 7 7 0.00 0.0 139.00 133.75 526 8
35.25 -0 4 67 200 57 35.25 35.25 168 7 INA Corp has declared a regular quarterly

Sri Corp OTC 22.00 8.6 4.6 100 4.5 Traniamerica Corp (Occidental) NYSE 22.11 1 7 6.9 1.40 6 3 22.63 21.63 359.4
22.25 20.25 28.4

Selbels Bruce Group Inc OTC 22.13 2.3 11.9 0 80 3 6
22==. dividend of 60 cents per share on its common

22.13 21.75 12 0 CONGLOMERATES/HOLDING COS.
itatesman Group Inc

AVERAGE 7.6 3.4
OTC 5.88 0.0 50 0.15 26 5.88 5.75 58 stock and $1 90 per share on its Series C eu-

*Record high/low since Jan 1, 1981 System design Altman Infomation Systems mulative convertible preferred stock Both
dividends are payable Nov 15 to sharehold-
ers of record Oct 15

.



For over half a century, the innovative
leader in energy insurance brokerage has
been Alexander & Alexander.

Early on, we pioneered new insurance
coverages for the developing coal and
gas businesses. Played a catalytic role in
helping to create the insurance capacity
needed to cover incredibly high-cost
energy risks. And met the burgeoning
and increasingly complex global and
domestic needs of demanding oil clients,
from integrated multinationals to
smaller independents.

Today, our National Energy Division
keeps A&A the foremost energy insur-
ance broker. This crack team of technical
experts offers you the most compre-
hensive services available, with in-depth
experience in every energy area. Oil.
Gas. Coal. Utilities. Nuclear power. Shale
oil.Tar sands. Synthetic fuels, solar and
other alternative energy sources. Pipelines.
Marine. Storage and distribution. And
contractor and supplier services.

Energy services
pinpointed to client needs.

Because members of our National
Energy Division are strategically located
at key energy centers across the . f.>.7 I

country, it is easy for local offices to draw
upon the expertise you need, no matter f
what energy area you specialize in.
Together, well help analyze, design and
service custom-made, cost-efficient
risk management programs.

In energy, as in other industries,
we view financial risk through the
client's eyes.

We think a big reason A&A has
become one of the largest and most
trusted insurance brokers worldwide is
that we work the same way with every
client. From the client's point of view.

Experience and scope keep A&A
pre-eminent in the energy field.
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