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update:
Prepaid vision plan
will be penalized

MINNEAPOLIS-Minnesota Vision

Services Inc. will be fined by the state
insurance department for operating
withouf a certificate of authority.

The company has been in violation of
the state insurance law for seven to nine

years, said Tom O'Malley, assistant in-
surance commissioner in charge of en-

Continued on next page
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More tam pon
suits to come,
lawyers say

By RHONDA L. RUNDLE

LOS ANGELES-A nationwide epidemic of product liability lawsuits
against Procter & Gamble Co. and other tampon makers is only begin-
ning, say attorneys representing victims of toxic shock syndrome.

At least 141awsuits against Procter & Gamble, maker of Rely tampons,
already have been filed around the country. Johnson & Johnson Prod-
ucts Inc. has been named defendant in a Chicago suit against its OB
tampon. International Playtex Inc. also has been sued in Los Angeles.

The Walter P. Dolle Insurance Agency in Cincinnati is the broker for
Procter & Gamble's product liability coverage, Business Insurance

learned. Commercial Union Insur-
ance Co. ofBoston is one of several

underwriters on the risk, but not
the lead underwriter, said a
spokesman at the agency.

A number of retailers that mar-

ket tampons have been named co-
defendants in some cases. A Los

Angeles suit names a Southern
California supermarket chain and
both Procter & Gamble and Play-
tex. Two Portland suits against
P&G also name a number of local
retailers.

Toxic shock syndrome is caused
by the bacteria staphylococcus

aureus. The combination of tampons, menstruation and the bacteria
creates a toxin that invades the rest of the body, says the Center for
Disease Control in Atlanta, Ga.

Superabsorbent tampons are linked more with TSS. It is speculated
the abrasiveness ofthese tampons cause ulcerations of the vaginal wall
that allow bacteria to enter the bloodstream.

Symptoms of TSS include sudden high fever, vomiting, rash, peeling
skin, blurred vision, nausea and rapid plunge in blood pressure.

Continued on page 35
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Trusts, po grow
for black lung risks

By ELLIS SIMON

NEW YORK-Dramatic increases in black lung
claims costs are forcing coal mine operators to con-
sider alternative funding techniques for their liabil-
ity.

The number o f mine operators considering tax-ex-
empt, self-insured trusts is increasing and two stud-

ies are under way on the feasibility of forming cap-
tive pools to underwrite black lung risks.

Since March 1, 1978, when a liberalized federal
black lung law took effect, the Labor Department has
approved 200,000 black lung claims. From 1973,
when the department took over responsibility for re-
viewing cases, to March 1978, only 6,000 were ap-
proved.

About 110,000 of the 200,000 approved claims pro-
vide monthly benefits. The average value is $120,000
for claims filed by widows of miners and $175,000 for
those filed by living miners.

In 1979, the Labor Department authorized black
lung benefits of more than $729 million, nearly 10
times the $79 million paid out the preceding five
years, according to a report by broker Johnson &
Higgins.

The large increase in disability awards has created
a $1 billion deficit in the federal trust fund set up
under the 1977 revised law to pay claims of miners in
cases where there is no financially responsible opera-
tor or miner whose last mine employment was before
Jan. 1,1970.

INSIDE:
AMA conference

on insurance

Page 3

The deficit in the fund, which is supported by an
excise tax on coal, could reach $9.2 billion by 1995,
according to Assistant Secretary of Labor Donald
Elisburg.

Coal mine operators criticize what they consider
easy approval of benefits without medical evidence
to support the presence of black lung disease
(pneumoconiosis), a chronic lung disorder caused by
inhaling coal dust.

"The (Labor) Department is processing claims
without evidence or with conflicting evidence,"
maintained a spokesman for the National Coal Assn.

The association filed suit three weeks ago against
U.S. Labor Secretary Ray Marshall, Health and Hu-

man Services Secretary Patricia Harris and Treasury
Secretary William Miller. It charges the employees of
these agencies overstep the intent of Congress in ap-
proving claims.

Meanwhile, coal mine operators look at their op-
tions for funding their growing liabilities.

Historically, insurance for black lung has not been
easy to find nor cheap to purchase. Insurers now are
seeking rate increases as high as 500% for black lung
coverage. (See story on page 39.)

Operators now purchase insurance through Old
Republic Insurance Co., the only insurer writing
black lung coverage on a voluntary basis; participate
in assigned risk pools in which all insurers that write
workers compensation coverage share the black lung
risk as mandated by the state, or self-insure.

Continued on page 39
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-update: Owner of cruise ship
Vision plan to be fined
Zontinued ,from previous page
forcement and an investigator of the case. see ks limit on liability

"We will le,y a penalty for those years," he said The amount is
still to be determined NEW YORK-The owner of the

The state insurance department began investigating the prepaid luxury cruise ship 1(IN Prinsen-
vision plan as a result of a Business Insurance probe (BI, May 26). dam that caught fire off the coast

MVS was administered from the home of Onan A Thompson, of Alaska Oct 4 is taking action to PlioM apIM ogoqdformer president of Minnesota Delta Dental, who was sentenced limit its liability

on a forgery conviction Sept 26 Holland America Cruises N V * Jri

He was sentenced to two years probation and fined $3,000 for filed a petition in federal court last 1
forging loss reports as president of Minnesota Delta Dental week asking the court, under ad- ..

miralty and maritime law, to either

OSHA eyes construction rules exempt it or limit its liability to /42
$350,000 for claims arismg from 11'

WASHINGTON-The Occupational Safety and Health Adminis- the fire that forced evacuation of ,
tration announced last week lt lS considering issuing compliance the ship

rules to ensure the construction industry meets workplace health Holland America already has
and safety standards posted $350,000, its estimated in- 'P

The construction industry currently is required to meet federal terest in the ship, as a security
standards 07 workers exposure to hazardous substances and pending further court action
workmg conditions However, lt has been free to determine com- Hull and liability insurance de-
pliance methods tails were unavailable Marsh &

OSHA and the Department of Health and Human Services' Na- MeLennan lS the broker for the

tional Institute for Occupational Safety and Health have set up a shipowner.
task force ta study the proposal A federal court judge has or- i

,

dered that all complaints and it,

41.fRegulator runs for Senate claims against the shipowner be
filed in U S District Court for the

TALLAHASSEE-Florida insurance commissioner William Southern District of New York no

Gunter will:un for the U S Senate Nov 4 against Republican can- later than Nov 26 t

didate Paula Hawkins The Prinsendam, on a pleasure
Mr Gunter became the Democratic candidate after defeating in- cruise en route to Singapore,

cumbent Sen Richard Stone in a runoff election last week It's the caught fire not far from Van-
4

second time in Florida history that an incumbent senator has lost a couver, British Columbia, its port M, .1 4, 2

primary of origin
The runoFwas a replay ofa 1974 contest between Mr Gunter and Most of the 500 passengers

Sen Stone tor the same nomination Sen Stone won that year by aboard were elderly vacationers on
10,000 votes. their way to a 27-day excursion in

several Far Eastern ports, said a

Little risk in iran war: Analyst spokesman for Holland America 1 44

NEW YORK-American insurers have little exposure to worry from the vessel and rescued by the

'1 -' I
All passengers were evacuated f & 4.

about in the war between Iraq and Iran, an industry analyst re- Coast Guard with no deaths or in- 05,

ports Juries However, severa1 passen- /·.*efffi. id
The two t iggest domestic writers of business in the hostile area gers have complained that life-

are American International Group and AFIA, but neither should boats were poorly equipped and
<

be hit with many losses becase ofthe fighting, says Herbert Good- overcrowded and evacuation pro-
friend, analyst with Bache Halsey Stuart Shields Inc cedures not well executed

\ jAIG's largest exposure is the marine coverage provided for 10 Officials, however, say the man-
t.

ships in the Persian Gulf, with each carrying a maximum AIG par- datory fre drill on the ship as it left
ticipation o -$1 5 million, witha net retention somewhat lower than the port of Ketchikan Oct 3 may
that, Mr Goodfriend says No losses have been incurred have been a key factor in prevent- Passengers wait to be lifted from a lifeboat of the M/V Prinsendam,

Besides a$100,000 net retention on ajack-up 011 rig on the Iranian 1ng a malor disaster the luxury cruise ship that caught fire off the coast of Alaska.
side of the Persian Gulf, AIG has no other exposures

AFIA has no exposures in Iran and its only one in Iraq-a re- Railroad deregulation
finery-has war risk as a coverage exclusion, Mr Goodfriend says

EPA sues chemical companies
WASHINGTON-Three chemical companies have been sued by Bill limits shipper suits

the Environmental Protection Agency for allegedly mishandling
toxic wastes By STACY SHAPIRO that has been involved in shipping ate problems in collecting claims,

Named in separate civil complaints filed by the Justice Depart- its freight Mr Augello said

ment are Diamond Shamrock Corp of Dallas, Chemical Recovery WASHINGTON-Shippers be- The new bill states that a shipper What if the destination carrier lS

Systems Inc of Elyria, Ohio, and Chemcentral-Detroit Corp of ware may sue an origin rail line at the Just about to go bankrupt and the
Romulus, Mich, the EPA said Your full rights to sue a solvent origin of shipment, or a delivering origin carrier is not'> What if the

The suit asks that each company be forced to clean up waters railroad carrier for cargo losses rail line at the destination point, destination carrier says it wasn't
that the EPA says were contaminated through improper dumping will be derailed when President explained William J Augello, ex- his fault that the goods were dam-
and that future dumpmgs be done in a safer manner Carter signs the new railroad de- ecutive director and general coun- aged, but the shipper can't prove it

The EPA said it could not estimate how much the change in regulation bill before the presiden- sel for Shippers National Freight was another rail line's fault? The
dumping lirocedures and the forced cleanups would cost. tial election, warns a claims ex- Claims Council And a shipper also shipper could lose his battle and

pert can sue a rail line in the district his insurer would have to pay the

PBGC proposes asset rule That means you might have to where the loss occurred unaccounted-for loss

sue a financially unstable railroad "Insurance companies will have

WASHINGTON-Companies that want to hang on to excess for losses and never receive pay- A shipper can even sue a rail line to pay these claims without any re-
pension assets when they terminate their pension plans must have ment if his company and the carrier's course," Mr Augello said "It takes
a provision in their plan making it clear the extra assets revert to The new bill, the Staggers Rail company are in the same district our options away from us "
the employer, the Pension Benefit Guaranty Corp has proposed. Act of 1980, was passed by Con- But he can't sue an origin carrier Congress referred other liability

Previously, an employer could keep the excess pension assets gress this month It forfeits a at the destination pomt, only the issues-including the release of 11-
even if the plan lacked such a provision shipper's right to sue any railroad destination carrier This could cre- Continued on page 36

Comments on the proposal, which appeared in the Oct 2 issue of
the Federal Register, should be sent to the PBGC by Dec 2
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Competition bills
won't cut costs,
benefit execs say

By STACY SHAPIRO

Benefit managers are choking
on the idea of force-fed competi-
tion among health insurance plans
as a way to control rising health
insurance costs.

A survey of the Business Insur-
ance Employee Benefit Board and
an informal telephone survey of
benefit managers found strong op-
position to proposals in Congress
to mandate more competition for
group health insurance plans.

Only three of 33 benefit man-
agers responding to the BI benefit
board survey said they support the
premier of the competition bills,
the Gephardt/Stockman bill.

That bill would pave the way for
creation of new forms of federally
qualified health insurance plans
and revamp tax laws to reward em-
ployees for choosing cheaper
health care plans (BI, June 9).

The three benefit managers sup-
porting the Gephardt/Stockman
bill agree that some employees
would choose lower-cost coverage
if given the option and so reduce
health care costs. Their companies
employ 2,500 to 12,000 workers.

Benefit managers interviewed
by telephone, however, charge
that the amount of additional ad-

ministration required to offer
more plans as proposed under
various competition bills would
only increase their costs.

"The ill-conceived legislation

employee
benefit board

will only be harmful," said one
benefit board member who con-

trols a benefit program for 55,000
employees. "While I believe in
competition to reduce costs, this
bill would:

• Increase federal involvement.

• Be a boon to HMOs that

haven't proven cost effectiveness.
• Eliminate any future develop-

ments of cost reductions.

• Inflict the employers with
costly administrative efforts."

Legislators who support forcing
of more competition into the
health insurance business argue
competition will drive down
health insurance prices. But most
employee benefit managers who
already offer competing indem-
nity health insurance plans and
health maintenance organizations
disagree.

"HMOs are not working," said
one benefit manager on the BI
benefit board.

Benefit board members have a

lot o f experience with HMOs. More
than two dozen ofthe benefit man-

agers responding to the survey of-
fer three or more HMOs as well as

indemnity plans to their employ-
ees. One company offers 35 HMOs;

Continued on page 36
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Median salary $ 0

Company sales under $500 million

$156-$300 milliob.

Value of property covered under $150 million
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10,000

)00 30,000 35,000

Risk, benefit execs' salaries
trail inflation, study shows

CHICAGO-Risk and employee benefit managers'
salary increases last year fell about 3% short of the
rate of inflation.

Inflation jumped 11.8% and middle management
salaries increased 8.5%, according to the American
Management Assns. Executive Compensation Mid-
dle Management Report.

Risk and employee benefit managers were among
the 81 middle management executive positions re-
viewed in the annual report, based on a survey of
1,081 companies. The term middle management cov-

ers "those positions which report to top executives in
charge of a particular function,- the report says.

Seventy-three percent of the :r iddle management
executives surveyed said they earned $20,000 to
$40,000. Risk and employee ben.'its managers came
in on the upper end o f that scale

If a risk manager's company had less shan $500
million in annual sales last year, his salary was
around $32,300 as of Jan. 1, 19EO. If his company
made more than $500 million, he took home $39,600.

Continued on page 38

AMA conference warnings:
IRS ruling attacks
self-funded reserves

By KATHRYN J. McINTYRE

PHOENIX-Many corporations that tax deduct reserves for self-
funded workers compensation losses will pull in their horns and
stop in the face ofan Internal Revenue Service ruling, predicts a self-
funding expert.

The IRS ruled this summer it will not follow two 9th Circuit Court

of Appeals decisions that corporations are citing to defend tax de-
ductions for reserves established to pay self-funded workers com-

pensation losses.
Corporations outside the 9th Circuit

that continue to tax deduct these re-

serves are risking fraud and negligence
charges by the IRS, says James Davis,
vice chairman and chiefexecutive offi-

cer of the research and sales develop-
ment division of broker Corroon &

Black Corp.

Such a risk will stop the practice in
many corporations, he predicted in an
interview with Business Insurance af-

ter a seminar during the American
Management Assns. National Confer-
ence in Risk and Insurance Manage-
ment here Sept. 29-Oct.1

James Davis on workers In Revenue Ruling 80-191, issued in
compensation reserves. July, the IRS announced it will not fol-

low the 1975 and 1976 decisions of the

9th Circuit Court ofAppeals in the Crescent Wharf & Warehouse Co.
v. Commissioner and Wein Consolidated Airlines Inc. v. Commis-

sioner cases. The IRS argues the decisions are incorrect in allowing
an employer to tax deduct in the year of an employee's death or
injury the liability to be paid in the future.

Corporations can only deduct amounts payable in the taxable
year, not future years, the IRS contends.

In Crescent, the court allowed the taxpayer to treat its liability for
workers compensation losses as fixed when an employee was in-
jured and to tax deduct the estimated cost of medical treatment and
disability compensation if the amount can be determined with rea-

Continued on page 30
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High attendance of more
than 400 and high tempera-
tures of over 100 degrees
marked the American Man-

agement Assns. National
Conference on Risk and In-

surance and Benefit Manage-
ment held this year in Phoe-
nix Sept. 29-Oct. 1.

Leaders of the benefit con-

ference, attended by 231 reg-
istrants, were Joseph W.
Duva, director of benefits
and compensation at SCM
Corp. in New York, and
Thomas W. Freeman, senior
consultant with Johnson &

Higgins of Texas.
Leaders of the risk and in-

surance conference, attended
by 171 registrants, were P.
Richard Hackenberg, assis-
tant treasurer of Allegheny
Ludlum Industries Inc. in

Pittsburgh, and Joseph
Fahys, senior vp of Marsh &
McLennan in New York.

Double 1981 budget
for health insurance

PHOENIX-Benefit managers should double whatever they are
budgeting for increases in health insurance costs next year, warns
an insurance company president.

A new explosion of health insurance claims couk send health
insurance costs soaring 20% to 40%, predicted Harry G Bubb, presi-
dent of Pacific Mutual Life Insurance Co. in Newport Beach, Calif.

"If your 1981 budget calls for increases of 10% to 2014 go back and
double it to 20% to 40%," Mr. Bubb advised benefit managers attend-
ing the American Management Assns. National Confe-ence on Bene-
fit Management here Sept. 29-Oct. 1.

"Our statistics justify that increase,"
he said.

Health claim costs for the first six
months of 1980 are up 34% over the first
six months of 1979 at Pacific Mutual,
Mr. Bubb reported. That compares
with increases in the first six months of

1978 and 1979 of 11% and 10%, respec-
tively.

Admitting that health plan use is tra-
ditionally higher in the first six months
of a year than in the second half, Mr.
Bubb predicted the increase for the
second half of 1980 will be 20% to 30%

over 1979. "But it won't be less than

20%," he stressed. Harry G. Bubb on health
Mr. Bubb blamed the dramatic cost claim cost increases.

increase on inflation and the recession.

Demand for health care services increases · during a recession, he
said.

Mr. Bubb does not link increased demand for health care services

with layoffs and people having the time for elective surgery. Instead,
he suggested health plan use increases during a recession because
fears about job and financial security take a toll on health.

He noted that a group of auto dealers insured by Pacific Mutual is
turning in claims rising in cost by more than 2% each month, partly
reflecting how the drop in auto sales is hurting health. But a public
utility insured by Pacific Mutual, where employment is steady, is
turning in claims costing 1 % to 1.5% more each month, reflecting

Continued on page 32

CO

0
CO
a,

.E

U

8

/

Z
0

:

1
U

-

:E

2
>

C

U

E
.

.
0

0



4 / business insurance, October 13, 1980

Boeing workers land home health care
COVERAGE FOR home health

care and other expanded medical
benefits are included in a new con-

tract ratified between Boeing Co.
in Seattle and the International

Assn. of Machinists.

The three-year pact, which cov-
ers 31,000 workers in the Puget
Sound area and about 24,000 else-
where, is expected to set the pat-
tern for IAM contraets with other

aerospace companies.
The horne health care provision

willcover 80%0fservicesrendered

by nurses, aides and therapists and
supplies, drugs and lab services.

The contract :lso raises the cov-

erage for alcoholism treatment to
$1,500 from $1,200 a year; raises
overall major medical limits io

$500,000 from $250,000; adds hear-
ing aid coverage, up to $400 for
each aid, and covers orthodontia at

benefit beat

50% up to a $1,000 limit. The corn-
pany pays al. premiums.

Retirees will see a big jump in
their lifetime maximum medical

benefits next Jan. 1. tc $100,COO
from $20,030.

The weekly disability benefits,
now $90 to $100, will increase to
$130 to $150 next Jan. 1. Life insur-
ance coverage increases to $15,COO
from $12,000.

Also as of Jar.. 1, retrees will re-

ceive $14 a month per year of ser-
vice in per-:iin benefits for all pre-
vious years and $16 for all years
after that time Workers will be

able to retire at 60 with full benefits

rather than at 62, as before.
Blue Cross & Blue Shield and

Aetna underwrite Boeing's insur-

ance coverages.

Retirees covered

Four more copper producers-
Phelps Dodge Corp., Aniax Inc.,
Louisiana Land & Exploration Co.
and Duval Corp.-have reached

tentative agreements with striking
members of the United Steel-

workers Union that provide new
benefits for retirees. About 8,000
workers are covered by tne pacts.

Current retirees, greviously not
covered by health insurance, will
now receive health benefits.

Lump-sum death and disability
benefits for retirees were raised to

an average of $7,500 from about
$5,000.

USW members also won a new

vision plan, an increase in the
weekly sickness and accident
benefit ranging from $190 to $195 a
week and an increase in pensions
to 520 a month per year of service
by the end of the three-year con-
tract. The current pension payout
is $16 a month per year of service.

Pensions for current retirees will

increase 8% to 28%, depending on
the ir retirement date.

The settlements vary but gener-
ally follow the pattern o f last
month's pact with Kennecott Cop-
per Corp. (BI, Sept. 8), said a USW
spokesman. Seven copper pro-
ducers have now reached agree-
ment, with four yet to do so.

The Kennecott package pro-
vided wage-benefit gains of about

Yesterday's costs using tomorrow's technology...Today.

ClaimFacts is an advanced on-line

health claims administration system which
may be used by insurance companies, or
employers and associations with self-
funded or underwritten plans.

ClaimFacts provides total automation
for the processing of all types of health
benefits plans, including basic and Major
Medical, dental, vision, prescription drugs,
and disability. The system has the
capability for on-line inquiry, eligibility
verification, adjudication, coordination of
benefits, and letter generation.

44/

ClaimFacts can be installed at your
office for use by your staff using your
hardware or ours. It is available on a

service, lease or purchase basis for HP or
IBM systems.

ClaimFacts joins IMPLEFACTS, the
deferred recordkeeping specialists, as a
member of the Thomas National Group.

ClaimFacts satisfies the unique
requirements of insurance companies and
third party administrators.

0 Please call

Name

Company

0 Address

Phone

0 Send information about:

Title

[3 ClaimFacts

[] ImpleFacts

State Zip

32% and the other contracts are

likely to cost a similar amount, the
spokesman said.

HMO rate hike

The Capital Area Community
Health Plan, a group practice
HMO serving the Albany, N.Y.,
area, is seeking a 16.9% rate in-
crease for subscribers.

CHP is requesting that rates be
raised to $36.92 from $31.58 a
month for basic individual con-

tracts and to $93.70 from $80.15 a

month for basic family contracts.
In addition, rates for its drug

rider (50% coverage) would be
raised to $1.58 from $1.35 a month
for individuals and to $4.02 from
$3.44 for families; the plus rider
(extension ofbasic benefits) would
increase to 35 cents from 30 cents

for an individual and to 74 cents

from 63 cents for a family, and the
unmarried dependent children
rider with 50% drug coverage
would go to $3.72 from $3.18.

The increases would be effective

Jan. 1 for the 30,000 subscribers
from 612 area employer groups.

Made anv benefit changes? Write

Valerie Berg, Business Insurance,
740 N. Rush St., Chicago, Ill. 60611
or call 312-649-5430.

Bank pays
a reward
for health

SAN FRANCISCO-It pays to
stay healthy at Bank of America.
Employees who have no medical
claims for a year earn rewards.

In a pilot program called "Stay
Healthy," the bank is offering free
medical coverage-about $120 per

year for a single employee, $300 for
a family-to employees who do not
file claims from Sept. 1. to nextAu-
gust 31. The program covers about
600 employees in its Salinas-Cen-
tral Coast and Santa Cruz

branches.

"The costs are modest for a cor-

poration this size," said John Tur-
ney, vp o f employee compensation
and research. Bank of America

employs 83,000 people statewide.
The bank self-insures its medical

plan, which is administered by
Blue Shield.

"The president was enthusiastic
and is convinced that it would

work. He's strong on incentives,"
said Mr. Turney. But the plan.will
have greater employee relations
benefits than actual cost effects, he
adds.

A key aspect of the "Stay
Healthy" plan is an educational
program aimed at improving
health of employees by teaching
them about nutrition, exercise and
good health habits.

"To the degree that this is sue-

cessful, there are benefits for both
employee and the corporation:
more effective employee perfor-
mance, less absenteeism and re-
duced health care costs," Mr. Tur-
ney added.

Bank of America will take at

least two years to evaluate the
"Stay Healthy" program and com-
pare results with a control group,
said Mr. Turney.

"With our resources, it's foolish
notto try differentthings," he said.
"I see this as a no-lose proposi-
tion."

Mr. Turney would also like to
sell management on videotapes to
reinforce health education. These

would cover topics including nu-
trition, good habits and when to
see a doctor. -Carol Blitzer
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5ntan/ AND L/Cean 1*arine
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

ARKWRIGHT-BOSTON INSURANCE COMPANY

ARKWRIGHT-BOSTON MANUFACTURERS MUTUAL

INS. COMPANY.

EMCASCO INSURANCE COMPANY

EMPLOYERS MUTUAL CASUALTY COMPANY

GRAPHIC ARTS MUTUAL INSURANCE COMPANY

Marine Managers

LUMBER MUTUAL INSURANCE COMPANY

MERCHANTS MUTUAL INSURANCE COMPANY

MUTUAL FIRE, MARINE & INLAND INS. COMPANY

MERCHANTS INS. CO. OF NEW HAMPSHIRE, INC.

UNION MUTUAL INS. CO. OF PROVIDENCE

UTICA MUTUAL INSURANCE COMPANY

Zlling GEE= co..inc.
Established 1887

Longshoremen's
maximum payout
rises to $456

By JERRY GEISEL

WASHINGTON-Benefits pay-
able under the federal Long-
shoremen's and Harbor Workers'

Compensation Act have gone up
again.

Effective Oct. 1, the weekly max-
imum benefit for total disability
jumped to $456.24 from $426.26, a
7% increase. Each Oct. 1 a new

weekly maximum benefit is set,
based on 200% of the current na-

tional average weekly wage.
Legislators, primarily Rep. John

Erlenborn (R-Ill.), have tried to

7230*afe,2&>9
Security Insurance C ' artf ce 1894

St. Paul Fire and Ma e ISppe 902

Sun Insurance Com ny New 4

Marine Indemnity I al ca Since 1945
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Taisho Marine and e In ura e 1957

The Monarch Insura ce 1965

The Camden Fire Insu )cia ce 1974

General Accident Fire an 6r e Corp., Ltd. Since 1974
Millers National Insurance *y §*e 1974

Peerless Insurance Company 197**
The Baloise Insurance meca Since 1978
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SEE mEGEE
Head Office: Four World Trade Center, New York, N.Y.

Branch offices in principal cities
of the United States and Canada

washington 
place a 3% cap on annual benefit
increases, but so far Congress
hasn't been receptive to the idea.

The longshoremen's act, which
went into effect in 1928, covers
more than 1 million workers, in-
cluding maritime employees and
all private employees in the Dis-
trict o f Columbia.

OPIC directors

President Carter says he will
nominate two attorneys for reap-

pointment as members of the
board of directors of the Overseas

Private Investment Corp.
Scheduled for renomination are

James Friedman, general counsel
for the Lake Erie regional trans-
portation authority, and Edward
Marcus, a New Haven, Conn., at-
torney specializing in real estate,
corporate and commercial law.

The nominations must be

cleared by the Senate.
OPIC is the federal agency that

provides political risk insurance to
U.S. corporations investing in un-
derdeveloped countries.

Risk retention

A mAjor small business trade as-
sociation is blaming the Carter ad-
ministration for the failure of Con-

gress to pass the Risk Retention
Act before recessing for the elec-
tions.

"As you may or may not be per-
sonally aware, the administration
has seen fit to thwart congres-
sional action ofthe Risk Retention

Act (H.R. 6152) because of opposi-
tion to the tourism titles attached

to the same," Dirk Van Dongen,
executive vp of the National Assn.
of Wholesaler-Distributors, wrote
to President Carter.

The Risk Retention Act stalled

when Sen. Howard Cannon (D-
Nev.) combined the bill with a

measure that would create a quasi-
public company to promote for-
eign travel to the United States.
The new company would replace a
Commerce Department office.

The administration and some

House members, including Rep.
James Florio (D-N.J.), chairman of
the transportation and commerce
subcommittee, which has jurisdic-
tion over the tourism measure,
refuse to accept the proposal.

As a result, the Risk Retention
Act, which has already passed the
House, has stalled in the home
stretch after being passed by the
Senate Commerce Committee.

Business groups remain optimis-
tic that the dispute can be resolved
before the congressional session
expires in December.

Consumer group
A new consumer group, backed

with a $25,000 contribution from
Ralph Nader, has been organized
to investigate the insurance indus-
try and protect policyholders.

The National Insurance Con-

sumer Organization will probe
"how rates are made to how policies
are sold, from how claims are settled
to how insurers select (those) with
whom they are willing to do busi-
ness," said president Robert
Hunter, former head of the Federal
Insurance Administration.

A plan will be developed for na-
tional cooperatives selling a wide
range of coverages, "under full
control of policyholders," he said.•



Last year, American industry was staggered by over $650,000,000 in
accidental fire loss. Even more shocking is the fact that nearly three
quarters of these accidents were caused by people. By employees who
lacked the proper motivation, or the proper training in loss prevention
procedures.

In most cases, the facilitieshad the.proper equipment. They had
alarms. They had sprinklers. They had fire doors. The equipment didn't
fail. People did.

As one of America's largest loss prevention insurers, Arkwright-
Boston knows that human error is a critical problem. But it's also a
problem that can be solved. And no one is doing more to solve it than
we are.

In conjunction with the Factory Mutual System, we're pro-
viding our insureds with programs that teach safety procedures and
emergency actions to employees at: every level. We set up moni-
toring systems that assure that these safety programs are in
effect and up-to-date.

At Arkwright-Boston, we know
that working with companies
is the key to working success-
fully for them. And no one has
a better record at it than we do.

Arkwright-Boston. We do it
better, because we do it right.

ARKWRIGHT-
BOSTON
INSURANCE

AMOSTUNUSUAL
INSURANCE
COMPANY
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PCS = Professional
Cost It's no wonder more

of the nation's largest
Savers iinsurance companies,

Health & Vtelfare funds and major employers are endorsing

I*

Prescription Drug Plans. Usually with PCS. It's a low-cost bene-

fit . . less than half the cost of a tyoical dental plan; yet much

more visible.

It makes a lot of sense!

And, that's why the majority of firms choose PCS - The

Professional Cost Savers - to administer their Prescription

Drug Plans. In the long run, PCS has proved that its sophisti-

cated costcontrols can save much more than most firms thought

was possible.

And, that's not the only way you'll save, PCS can cut your

aspirin bill by taking the headaches outof Prescription Drig Plan

administration. PCS is the Number One administrator of Pre-

scription Drug Plans. because we've been doing it for years

- better, faster, more reliably than anyone else!

Big claim? You bet. But, we can prove it. So, let us tell you the

complete PCS Story. Write: Pharmaceutical Card System, PCS

Building, 2005 North Central Ave., Phoenix, AZ 85004. Or,

Phone: (602) 257-1500, Ext. 251.

-. 4«. ,

PHARMACEUTICAL nif./C.:
CARD SYSTEM, INC. .10<,0'

a Foremost-McKesson Company %-*'s,142- ik£*6

Bahamas captive
industry faces
tax, other woes

By NICKI KELLY

NASSAU-A new business li-

cense fee may throw another stum-
bling block in front of the lagging
captive insurance industry in the
Bahamas.

Beginning this month, compa-
nies designated as nonresident un-
der the Exchange Control Regula-
tions Act will be assessed an an-

nual $100 fee. Banks and trust

What property
underwriter
already insures
production

facilities for
coal gasification,

gasohol
coal liquefaction,
synthetic gas, LNG,
shale oil
and solar energy?

IRI does.
There's no substitute for experience. It's what rrakes Industrial Risk
Insurers the major property insurance market forall energy-related risks.
From pilot plant to full
scale. From conven- ndustrial--------

811013

tional utilities to the 0 isk olease send me the ne.v brochure.

'd like to read about IRI's experience.

synthetic fuel plants of 'Property Insurance for Energy- Producing Organizations."

the 80's. 1 Namensurers

Title

Come to I Rl for the best
Company

in loss prevention advice 1 Street

and sound, knowledge- ' City. -- ___Sate. Zip

able underwriting.Come Mail to: Communications Departmert, Industrial Risk Insure-s,
85 Woodland Street, Hartford, CT 06102.

to IRIfor experience. 1

1

1

1

1

1

1

--1

companies will remain exempt.
Domestic insurers will continue

to pay a 1% gross premium fee, but
local insurance agents will be
taxed under the license fee scale.

The new license fee is a partial
victory for the captive industry,
however. The initial license fee

bill, put to Parliament more than a
year ago, failed to distinguish be-
tween domestic companies and

those that are registered in the Ba-
hamas for tax purposes but trans-
act all their business offshore.

That bill was scrapped after bus-
inesses protested that it would se-
riously damage the country's posi-
tion as an offshore financial center.

Only four new captives have reg-
istered since 1978, when the 1969
Insurance Act was amended to ex-

empt captives from publication of
their financial statements and

from the 1% gross premium tax le-
vied on domestic insurers. The

present number of captives in the
Bahamas is 18.

A number of gray areas still re-
main under the new measure, in-
cluding the failure to clarify the
status of nonresident trusts and

nonresident partnerships and the
unrestricted authority granted
Ministry of Finance officers to in-

spect and remove business records
from private premises.

The legislation also worries Ba-
hamanian businessmen who are

concerned about the impact of any
new taxation on an economy al-
ready overburdened by exces-
sively high unemployment.

Earlier this year, the government

proposed a series of constitutional
changes, one of which would de-
prive foreigners of all constitu-
tional protection against discrimi-
natory legislation. The amend-
ment has drawn sharp criticism
from the Bahamas Chamber of

Commerce, which sees it as an at-
tempt to sanction any future na-

tionalization or expropriation of
foreign-owned investment.

The proposed amendment fol-
lows on the heels of a land-control

policy directed at foreign owner-
ship of Bahamanian real estate.
The guidelines, introduced last

year, remain confusing, business
people say.

Foreign companies also are wary

of the delays in processing work
permit applications and the lack of
captive management and reinsur-
ance expertise.

Businesses are taking steps to
remedy the latter situation with
the formation of British-American

Management Co. Ltd., a sister

company of McM Corp., holding
company for the Occidental &
Peninsula Group of Insurance
COS.

B-A Management is also func-

tioning in the Cayman Islands and
will shortly be operating in Ber-

muda. The newly created prop-
erty/casualty division is accepting
primary, excess and special prop-
erty and liability risks.

Bahamas Underwriters Services

Ltd., a subsidiary of the Charter
Co., was established last year as a
captive management company.
BUSL manages New Providence
Assurance Co., which insures the
risks of the Charter refinery in
Freeport, Grand Bahama.

J.S. Johnson & Co., the largest
insurance broker in the Bahamas,

manages the Ginco Assurance cap-
tive for Gurrentg the meat import-
ing firm, and has added a reinsur-

ance specialist and a special proj-
ects consultant •
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1 The
The "li ,1 Employee Benefit 5Fe'LEMY-*-mit1 Communications 0Vi0 Haboa4 1

1 Handbook vi:ju'jmt'

At last, hAre is an informative handbook for making
 benefit commi'nications more effective!

Successf61 step-by-step techniques are revealed to
 increase emp16yee interest, understanding, appreciation and

prudent use of benefits. 91)MSQ ''Written by· award-winning creative director Dennis  
Hommel, this Soncise manual tells how to evaluate available

 media, select a communications consultant, plan an effective
creative strategy, determine true costs and execute mes-

 sages dynamFcally!
It also gives tips on how to gain management approval

 for an ongoing communications budget, and much more.
Truly a valuable guide for any Benefit Manager.
$20.00, P&H and sales tax included. 30 day money back *.....47%#.-0

guarantee. DSB rated firms may send P.O., others must

 include paym€nt. No CODs.
UPG Publications Division, Dept. 812, Box 700, Redwood City, CA 94064.

worldwide j

Canada grants
shareholder plan <
favorable status

1.
OTTAWA-Revenue Canada,

the Canadian federal tax agency,
has ruled in favor of new tax ad-

vantages for pension plans that
benefit major shareholders in a
corporation.

Such plans will now qualify for
registration, which means a com-
pany may make tax-deductible
contributions with the employee
incurring no current tax liability.
The employee is taxed only when

Watch the crack troop scramble
when you need fast action In excess.
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:. - _ i  "We need to Increase our Excess Property limits within 48 hours.
.-EN f f " We Ye looking for Excess Casualty that is exp/Mit/y written -- .243 x
-. 'f f

and reasonably priced."j , .=j,1 & 1
"We want Workers' Comp coverage beyond self-insurance-(615ntioref»:

i The minute Baccala & Shoop receives an urgent inquiryl*6 b¥6*2*i.
the crack troop of underwriting managers revs up its collective talent --«
We assemble the pertinent facts. We analyze variables. We call on
our long experience in serving the excess needs of a cross section
of American business.

Still, it takes more than gung-ho people. It also takes vital support forces,
especially an extensive in-house capacity for all classifications of
excess and surplus lines. Our facilities are enhanced by two things: the
financial stability of the companies for which we hold policy-issuing
authority and an intelligent use of the reinsurance market.

Baccala & Shoop is one of the very few underwriters that devote 100%
of their time and efforts to excess/special risks.
Talk to the specialists at Baccala & Shoop. You'll learn they not only have
to be good to be a member of the crack troop, they have tc be quick.

Baccala & Shoop
The crack troop

in underwriting management.
Atlanta Chicago Columbus, OH Dallas Denver Houston Los Angeles

(404) 231-9272 (312) 853-2777 (614) 846-6666 (214) 233-0201 (303) 399-4023 (713) 777-4530 (213) 385-6266

Minneapolis New York Philadelphia Phoenix San Francisco Seattle

(612) 545-4300 (212) 943-2070 (215) 567-2700 (602) 957-4580 (415) 777-4300 (206) 624-8711

receiving benefits from the plan
and investment income earned

by fund assets is not taxable.
The ruling is expected to

make it easier for workers who

own 10% or more of the voting
shares to receive pension cov-
erage.

Non-life volume

NEW YORK-Eighty-five
percent or more of the total na-
tional premium volume in
Spain, Morocco, Italy and Bra-
zil involved non-life insurance

in 1978, according to a study
published in Sigma, a publica-
tion of the North American

Reinsurance Corp.
A survey o f the nations mak-

ing up 90% of the world's total
premium volume showed that
Spain's non-life premiums
made up 90.4% of the national
total. In Morocco the total was

86.6%, in Italy 85.4% and Brazil,
85.1%.

In the United States, non-life
premiums totaled 67%, 10th
among 20 nations surveyed,
while Great Britain ranked 18th

with 48.7%. In Japan, the lowest
of the 20, non-life premiums
were 32.1% of the total during
1978.

In 1950, non-life totaled 90%
o f premiums in Morocco, 81.6%
in Austria, 77.3% in Spain and
76% in France, the survey

showed. At that time, the
United States had just over
half, 51.7% of its insurance pre-
miums in the non-life area,
while Great Britain had the
lowest total of 39%.

The same survey also showed
that U.S. premium volume for
all lines of insurance totaled

7.54% of the gross national

product during 1978, the high-
est o f any country in the world.
Mexico, with 0.9%, had the low-
est total.

In 1950, U.S. insurance pre-
miums totaled 5.2%ofthe GNP,
also the highest in the world.
Mexico and Spain had the low-
est totals of 0.75%.

insurance panel
JOHANNESBURG--The

South African Finance Ministry
has announced formation of an

advisory committee to help
shape government policy to-
ward the short-term (non-life)
insurance industry.

The committee, which will be
chaired by insurance registrar

J.W. Louw, will advise insur-
ance regulatory agencies and
the finance ministry on all mat-

ters relating to non-life insur-
ance, reports the South African
D igest.

Sen. Owen Horwood, minis-
ter of finance, said the steady
expansion of the industry ne-
cessitated such a committee. "It

is necessary that there should
be consultation with the indus-

try on a continuous and regular
basis," he said. •

Storm damage
Wind, hail and tornadoes that
struck portions of Minnesota
and Iowa Sept. 19-20 caused an
estimated $35 million in in-

sured losses, according to the
American Insurance Assn.
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editorial opinions letters
Buszness Insurance welcomes letters from its readers Please keep your
comments as bnefas possible and we reserve the nght to edit or shorten

Risk act in rubble...
letters for clanty or space Please send vour comments to Letters to the
Edttor, Business Insurance, 740 N Rush St, Chicago, Ill 60611

rrHE RISK RETENTION Act lies m the But we're sorry Sen. Cannon chose to Brush up on finance
i rubble of bills abandoned by Congress use the Risk Retention Act to try to get his To the editor I am always what do corporate executives look

m its hamed closing hours, a victim of bill through Congress and past the ad- pleased to see Bustness Insurance at as the measure of one doing a
championing the cause of risk good job or not contributing Foroverwhejming support and an age-old but mmistration.
management in general and specif- once, let's be realistic and realiz,

still irrititing legislative maneuver Now both bills are waiting m the empty ically the risk manager, as in your that it's money These people ar
The bii[, designed to make it easier for halls of Congress. editorial "Risk of underuse" (Sept interested in the financial aspec 1

companies to pool their product liability Since the administration opposed the 22) This kind of promotion is of this company and everythil jbeneficial to the cause of risk man- has to be reduced to dollars - 1
risks without too much Interference from tourism bill, the House made it clear it 2

agement generally, however, I still Risk managers should spe'
state insurance departments, was sup- would not accept the Risk Retention Act have to believe that it is the risk time learning about finance so th-'
posed to be a shoo-in. It passed the House with the tourism measure attached See- manager in his or her job who has they can speak the language.

to convince management that risk can understand the concepts . .on a gloAous 332-17 vote and was unani- ing the futility, Sen. Cannon never asked management is an important func- convince superlors and their su]

mously reported out of the Senate Com- for a Senate vote on the Risk Retention tion m the company and that the riors that risk management is I
merce Cd,mmittee. Act. risk manager is a member of the insurance, but rather it is a fins·

executive decision-making team cial matter pertaining to a cost 9
But se€ing the support for the Risk Re- Some Capitol Hill lobbyists are blaming Having been m the past a risk risk within the company This is.

tention Act after insurance industry the administration for the latest stall in the manager for two ofthe largest cor- Job that has to be done, not abe
qualms had been allayed by the promise of Risk Retention Act's trip through Con- Poratlons m the United States, I doning our insurance skills ai - 1

can be very sensitive about the our technical knowledge, but z
new federal bureaucracy to administer the gress. They contend the administration problems the typical risk manager ing them to reduce the problem 4
act, Sen. Howard Cannon (D-Nev.) de- should have accepted the tourism bill in faces in his or her company It was financial terms so that it can be u
cided to use the bill as a vehicle for a pet order to get the Risk Retention Act difficult for me to understand why derstood by the executive

piece of legislation. passed.
risk management was not one of It should not be difficult f I
the most Important functions in mostrisk managers in that they all

Whenever a bill has overwhelming sup- We disagree. the company and that the risk already dealing with dollars, it,

port, it's vulnerable to be tapped for carry- Legislation should be considered on its manager was not m a position to be Just that they have to change th, -
a top management decision- way ofthinking, retainmg their 11

ing less desirable legislation through Con- own merits. We don't like to see a bill maker, or at least to influence surance skills and increasing th -
gress. passed on the coattails of another bill. those who were skills in the area of finance a z

Sen. Cannon, whom we have admired Even more disturbing lS seeing needed Having come out of the insur- financial matters I believe this I
ance business as many risk man- the way for risk management to »

for supporting the Risk Retention Act, dis- legislation fail to come to a vote because agers do, it was difficult for me to recognized and for the risk ma:
appointed us by attaching to the act a bill extra baggage makes it undesirable. understand why the company ager to succeed in his business

creating i quasi-public agency to encour- We hope Sen. Cannon will separate the didn't recognize that I had unusual As a consultant now, I still se
technical skills m Insurance and in this idea unfortunately prevailing

age foreigners to visit the United States. two bills in the lame duck session of Con- risk analysis and risk evaluation I in large corporations that the risk
As a senator from Nevada where tourism gress so the Risk Retention Act can be quickly learned that this was not manager can most effectively do

is the chi¢findustry, we can appreciate his adopted and a new risk-funding method an asset to me, but was, in fact, a his Job by convincing his superior-
liability Let's face it folks, many that he has insurance skills As.

concern for increased tourism. made available to manufacturers. corporate executives view insur- consultant, I would say to thes,
ance as a necessary evil and more risk managers. Become more of,

: evll than necessary Somewhat ofa financial person, spend the time C
.. . so use your clout "Black Hole of Calcutta" within assist risk managers in achievirls

the company One is not likely to those kinds of results, not only fo

Trou CAN DO your share to see the what Congress is considering and then tell be too effective in attempting to re- themselves, but also for their com
trainexistmg corporate executives panles

1 Risk Retention Act is passed in the the lawmakers whether you like it or not in concepts of insurance Well It's time that risk managers
lame duck session and not unfairly held and why. "The why is crucial," Mr. Cheek then where does this leave usp derstood what they need to do

over for yet another session of Congress. emphasizes, "because a legislator's eyes In my own experience, I quickly Tom Mi

learned that I was talking the Presider

You ha<·e clout to get legislation passed, tend to glaze when he is told by the repre- wrong language What I needed to Scor Risk Management Inc

a seasoned lobbyist tells us. sentative of a special interest group that a know was what makes this com- Scor Risk Managemen

Leslie Cheek, vp of federal affairs for bill is contrary to the public interest. It's pany tick, what makes this com- (Bermuda) Lta

pany successful or not successful, Dallas, Te>
Crum & Forster Insurance Cos., knows his his Job to make that Judgment. It's ourjob
work as a _obbyist. And he contends that if to explain how a bill helps or hurts."
you, the corporate executives responsible Mr. Cheek also advises that you don't Sharing the business
for insurance concerns in your companies, demand more than you expect or need. To the editor In "Ratecutting than the other markets, but r f
want Congress to change a law, you can His advice on reaching lawmakers: should subside soon Execs" (BI, only get a small share of the a<
get it done. Write a clear letter. Not only can you make Sept 29) regarding the Houston counts we quote If Mr Daniels'

Marine Insurance Seminar, Bob statement were correct, we woub
HOW? "3y SUpplying informati(jn abUt a polnt today, bllt yoU may alsO be called Daniels ofJ H Blades is quoted as be writing them all

what you want or don't want in the way of upon tomorrow by the lawmaker for ad- saymg "Lexington Insurance Co Lexington is only one of at lea
legislation," Mr Cheek advises. Congress, vice on another bill. is writing inland drillmg risks for five AIG companies actively solic

50% less than existing rates " iting this class of business, wit,
without a federal agency on insurance Exercise some clout today. Write Sen. As Lexington's malor producer each of them en}oying a measu
(thankfully, we may add) needs informa- Cannon c/o ofthe U.S. Senate in Washing- of rig business, we can assure you of success
tion on insurance-related matters to make ton, D.C., and ask him to introduce the that this simply is not true Terry A. Girard- t

The name of the game is com- r

decisions. Risk Retention Act without the extra bag- petition, and you obviously don't Crump-Davis P
Mr Cheek advises you to keep up on gage of the tourism bill. get orders by being higher priced Dallas, 'I '
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Nobody responds to fire insurance better than we do.

Our underwriters come on like a house

on fire.

Because instead of wading through
bureaucratic gobbledegook, an American
Home/National Union underwriter has the
authority to make decisions.

This extra flexibility is also what
makes our Commercial Multi Peril cover-

age so interesting.
For example, everyone claims they

can tailor-make a policy for you. But if
they don't offer a wide range of under-
writing approaches and services, how can
they offer a wide range of tailoring?

A Member Company of American International Group.

We can.

We also offer workers compensation
and commercial auto along with our
Commercial Multi Peril Package.

Best of all, American Home/National
Union can wrap up packages that other
companies couldn't even begin to tie.

Which is one of the reasons the AIG

companies are the fastest-growing major
Commercial Multi Peril market in the U.S.

So whether you need fire or Multi
Peril, call American Home/National Union.

You'll find the speed of our response
positively alarming.

For more information about Fire &

Commercial Multi Peril Insurance, write:

The AIG Companies, Dept. A,70 Pine Street,
New York, N.Y. 10005.
Name/Title
Company
Address

City State

Zip Telephone
81-10-13

The AIG Companies.
Let us take the risks.
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TAKE THAT

EXTRA
MEASURE OF
PROTECTION
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1 ': 1:
Subscribe to: Business Insurance

With loss prev€ntion, risk financing and 1
employe benefit management becoming more
complex than €ver, you can't afford -0 lag behind
the "news". Anj the easiest way -0 nake sure
you're fully, factually infJrmed 0- what's happen-
ing in the insurance marketplace is to

Read Business Insurance Every Week

It's the industri's communications Isader. It goes that
extra mile to make sure you uncE rstand both the
issues and the answe-s, have viki irformation needed
to make risk-reducing decisions. ccntrol costs, pack-
age employe benefit orograms, and keep underwriting
practices sound.

Use the handy coupon or the card in this issue
For faster service, cail 312-649-€221. Just $25 for 52
weekly issues.

Business insurance

740 Rush St., Chicago, IL 6061-

4t

Fill in and mail tc:

BUSINESS INSURANCE

740 Rush St., Chicago, IL 60611

Please:

0 enter, El renew,

0 extend my subscription tc Bisiness
Insurance for:

3 1 year $25. O 2 years $48. O 3 years 570

Canada, Fan American and all otier subsc-ibers outside the

U.S. add $10Fer year for surface oostage Eutpeand Middle
East on/y adc $32 year for air delivery.
0 Payment e,closed. 0 Bill me. 0 Bill company

Charge ta 0 Visa.

0 MasterDa ·d [Interbank # 1.

Act.#

S enatt,rE

Nam,

-itf.

C-mpany

N:ture of Blisinm.

3 Home or

3 Business Addrew

Exp. Dite

(pleas€ print}

Ci-y Rt.1. 7ir
C I prefer no -to receive information cr advertising by mail frc,m com-

panies lot affiliated with Crain Comrr unications 1 ic.

Officials, unions
split on PERISA

By MAISIE LEE

WASHINGTON-Federal gov-
ernment requirements under the
proposed Public Employee Retire-
ment Income Security Act legisla-
tion will create a tremendous

finanzial burden, state and city of'-
ficials testified before the House

subcommittee on labor-manage-
ment relations pension task force.

Labor union representatives, by
contrast, cited the need for tighter
controls in maintaining public
pension plans.

Mark O'Brian, chairman of the
Southern Legislative Conference
Council of Governors, voiced local
government concern that H.R.
6525 would create unwarranted

federal intervention without sig-
nificantly improving the plans.

"(The) assumption that the fed-
eral government can monitor pen-
sion plans in all 50 states more ade-
quately than the states themselves
is baffling," he said. State repre-
sentatives agreed to a limited fed-
eral role in establishing voluntary
guidelines and providing financial
assistance, but objected to any fur-
ther intervention.

Union representatives sup-
ported the proposed legislation as
the only means of ensuring un-
iform standards for public pen-
sions.

"It will encourage states to enact
laws comparable to ERISA," said
Charles Olson, legislative consul-
tant for the National Education

Assn. The Employee Retirement
Income Security Act sets regula-
tions for private pension and bene-
fit programs.

Mr. Olson said some states fail to

respond to the yearly surveys of
teacher pension plans. The asso-

ciation has to rely on the pension
task force for data.

PERISA, introduced by Rep.
John Erlenborn (R-Ill.) and Rep.
Frank Thompson (D-N.J.), would
establish reporting, disclosure and

fiduciary guidelines for public
pension plans. Under PERISA, ad-
m·inistrators would be required to
provide pension plan participants
with clear, concise information on
their benefits.

States also would be required to

file annual reports with a newly
created Employee Benefit Ad-

ministration listing plan assets,
liabilities, revenues, expenses and
party-in-interest transactions and
loans.

However, plans would not have
to report disclosure statements to
the EBA if the states in which they
were located met the reporting and
disclosure requirements ofthe fed-
eral government.

Plan fiduciaries would be ex-

pected to administer plans for the

exclusive benefit of participants
and with the same caution and

skill that a "prudent" man would
exercise.

While no action is expected on
PERISA this year, the measure is

expected to be introduced during
the next session of Congress,
which begins in January. •

info

• Bayly, Martin & Fay has com-
piled a Summary of Federal Stan-
dards Applicable to Generators
and Transporters of Hazardous

Waste. A free copy of the report is
available from Samuel Alcorn, Se-

nior vp, Bayly, Martin & Fay In-
ternational Inc., 3200 Wilshire
Blvd., Los Angeles, Calif. 90010;
213-736-9831.

• Services designed to reduce

the cost of workers compensation,
general liability and fleet auto
claims are discussed in A Pow-

derkeg!, a free promotional bro-
chure from Occupational Analysts
International. Write Occupational
Analysts International, 222
Rookery Building, 14 N. Howard,
Spokane, Wash. 99201.

. An Insurance Buyer's Check-
list for Hospitals lists various
kinds of insurance applicable to

hospitals to aid in reviewing expo-
sures and coverage. Copies are
available for $10 each from In-
ternational Risk Management In-
stitute, 10300 North Central Ex-
pressway, Suite 350, Dallas, Tex.
75231. •
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See the light.
Yes, please send me your information kit.
I want to see the light.

Name

Company

Address

Telephone

City State

Zelda Upton
Director of Group Ufe and Medical Products
Unionmutual Stock Life Insurance Co. of America
2211 Congress Street, Portland, Maine 04122
Or call: (207) 780-2363

Zip

81-10/13
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Morrison to steer GM risk department
WAYNE N. MORRISON, 31, has

been named risk manager at Gen-
eral Motors in Detroit to replace
Thomas Hallett, who joined
Frank B. Hall Ine. as reported. Mr.
Morrison is leaving Transamerica

CLAIM MANAGEMENT
SERJICES

RISK MANAGERS/CAPTIVES/REINSURORS

casualty reserves • major case •
audit/review • program analysis
• contract adji sting analysis •
• self-insured • aggregate cov-
ers • experienced in Fortune 500
claim programs

John J. O'Connor
B.A., L.L.B., I.I.A.

Consultant
11 Pat-ick Lane

Wilton, Connecticut 06897
Phone: (203) 762-9564

Corp. in San Francisco to assume
the GM role. He has a bachelor's

degree in business administration
from Western Washington State
College as well as CPCU and ARM
designations. Richard Siegrist
will be named risk manager at
Transamerica. He previously
worked in the Houston office of

Marsh & MeLennan.
***

In a reorganization of its em-
ployee benefit department, Gen-
eral Mills Inc. in Minneapolis has
named Alan J. Ritchie director of
corporate compensation, Geoffrey
S. Workinger manager of em-
ployee benefits planning and Ma-
rie Weiss manager of benefits ad-
ministration. Mr. Ritchie, who was
previously manager of employee
benefits planning and administra-
tion for non-food operations, is re-

comings & goings: buyers 1
placing Charles Hedlund, who left
the company. He joined the com-
pany in 1974, has a bachelor of sci-
ence degree in finance from the
University of Connecticut and a
master's degree in marketing from
American University in Washing-
ton, D.C. Mr. Ritchie reports to J.L.
Frost, vp of employee relations.

Mr. Workinger previously was
manager of employee benefits
planning and administration for
the firm's food operations. Both
this position and the one held by
Mr. Ritchie have been eliminated
by the firm. Duties now will be
split between administration and
planning as opposed to food and
non-food operations. Mr.

Workinger has a bachelor of sci-
ence degree in business from Le-
high University in Bethlehem, Pa.
Ms. Weiss, who joined the com-
pany in 1957, has held various posi-
tions in the firm's personnel and
data processing departments.
Most recently she was manager of
human resources systems plan-
ning and development Both she
and Mr. Workinger report to David
F. Mcintyre, director of employee
benefits.

***

William Navarra, 42, has been
named to the newly created posi-
tion of risk manager for the city of
Daytona Beach, Fla. Mr. Navarra,
who will report to employee rela-

HOW IRA SAVES YOU CLAIMS DOLLARS:

HELPING THE INJURED WORKER
GET BACK ON THE JOB.

......Al.
0

1 j

At International Rehabilitation

Associates (IRA), we've learned
from our experience with over 700
companies that injured workers usit-
ally want to return to work. It's our
task to make that road to recovery as
smooth as possible for the worker,
the worker's family and the
employer.

IRA statistics show that for ev-

ery dollar spent on effective rehabil-
itation, a ten-foM savings in claims
can be realized. IRAs 'whole per-
son approach to worker rehabilita-
tiin has been employed successfully
ir. over 60,000 cases to date. As a
consequence, the potential impact
of disability payments over the long
termhasbeenreducedoreliminated

for the companies involved.
IRA's "whole person" approach

involves the consideration not only
0- medical requirements, but mo-
tivational, vocational and financial
needs as well. The goal is to take
€Jery practical step in helping re-

A NEW BEGINNING

1RA's "whole person" approach
to rehabilitation has often proven
successful in saving claims dollars by
bringing a new perspective to cases
assumed to involve permanent total
disability.The case of Marvin S., un-
able to return to work for an

extended period of time due to a dis-
abling injury, is typical.

The IRA Rehabilitation Special-
ist assigned to the case found that
Marvin S. wanted to work, but that
the nature of his disability had forced
him to rule out the types of jobs he'd
held in the past. After determining
the extent of his capabilities through
medical and vocational testing, IRA
was able to help Marvin redefine his
employment objectives and find a
new, full.time job that exceeded
both his occupational and financial
expectations.

store the worker to productive em-
ployment.

In the vital area of job place-
ment, we always try to return
workers to their original jobs. When

tnat is not possible, an IRA job
analysis can reveal ways in which
job conditions may be altered to suit
the injured worker. In still other
cases, we can help find a new job
that makes full use of what an in-

jured worker can do.
Now in its tenth year of opera-

tion, IRA has been providing reha-
bilitation services to self-insureds -

as well as to insurers - longer than
any other company; and with 50
offices across the country, we are
able to offer rehabilitation services
nationwide.

For more information, write:

George Welch, President, Intema-
tional Rehabilitation Associates,
985 Old Eagle School Road,
Wayne, PA 19087. Tel: (215)
687-9450.

international
rehabilitation

associates, inc.
In Canada: rehabilitation
services of canada

tions director Edward Joseph, pre-
viously was a counsel in the legal
department of the Insurance Ser-
vices Office in New York. In this

new position, he will be responsi-
ble for the city's self-insured liabil-
ity and workers compensation pro-
grams in addition to loss-control
programs. He has a bachelor's de-
gree in business administration
from Baruch College of the City
University of New York, a law de-
gree from Brooklyn Law School
and a CPCU designation.

***

Barbara Fink has been named
to the newly created position of in-
surance administration specialist
at The American Assn. o f Advertis-

ing Agencies in New York. Ms.
Fink will be responsible for pre-
paring insurance packages for
member agencies throughout the
United States. She previously was
a pension specialist at Singer Co.
That position is now vacant Ms.
Fink, who reports to executive ad-
ministrator Jean Bainbridge, has a
bachelor of arts degree in math
from Fairleigh Dickinson Univer-
sity in Rutherford, N.J.

***

The metropolitan water district
of Southern California in Los
Angeles has named Jack Bresna-
han to the newly created position
of risk manager. In this spot, Mr.
Bresnahan will consolidate safety
and security functions and insur-
ance coverages. Mr. Bresnahan,
who reports to director of person-
nel Jerry Chavez and assistant
general manager Bob Gough, pre-
viously was a loss-control manager
at Industrial Indemnity Co. in Pas-
adena. He has a bachelor ofscience
and master of arts degree in health
science and safety from San Diego
State University.

We'd like to report on staff
changes in your risk management
or employee benefits department.
Just drop a note to Mary Ann
Matlock, Business Insurance, 708
ThirdAve.,N.Y.,N.Y.,100170,call
212-986-5050.

products
& services

Plans cover

small groups
NEW YORK-Groups with

three to 24 employees are now eli-
gible for dental, vision and hearing
coverage from Beneficial National
Life Insurance Co. The plan was
formerly available to groups offive
or more employees.

The new Group III program has
no deductibles. Policyholders are
not required to purchase group life
or any other Beneficial National
products in conjuction with this
coverage, said regional vp Larry
Schwartz.

The plan pays benefits for regu-
lar dentist visits and for various

dental procedures including X-
rays, cleanings, fillings, extrac-
tions and gum treatments. Riders
providing coverage for dentures
and orthodontia are also available.

The vision care portion of the
plan covers regular eye examina-
tions and the cost of glasses, with
additional benefits for the care of
subnormal vision.

The audio benefit program pays
the cost of hearing aids, up to $250.

For information concerning

rates, contact Beneficial National
Life Insurance Co., 2 Park Ave.,
New York, N.Y. 10016; 212-889-
4141. •
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ABIA has a malor medical plan for your
overseas employees they shouldirt be without.

AFIA knows what overseas employees expect
and what employers need to provide. That's
because AFIA is an American insurance organi-
zation specializing solely in international
insurance and our new comprehensive major
medical program has been specifically designed
for your overseas personnel.

It matches your needs. It matches the needs of
third country nationals. U.S. expatriates. And their
families. It is, in short, a major medical program
that was written recognizing that adequate insur-
ance is not always available from local markets
and that domestic plans expanded to accommo-
date U.S. expatriates and third country nationals
cannot always provide the benefits and on-the-
spot service required by theirspecial status.

Most importantly, AFIA's international Group
Major Medical Program is flexible and is being
written through St. Paul Fire and Marine, an
AFIA member company. It allows a company
to build a program of benefits that ideally suits
the composition of the company's overseas
personnel.

It provides a broad spectrum of covered ex.

penses and employeroptions including the
coverage of pre-existing conditions.

And, AFIA's program gives you more benefits
than the coverage alone.

Overseas personnel often require much
greater service than their domestic counterparts
and AFIA's unmatched numberof fully staffed
branches abroad gives you more on-the-spot
local support in more places than any other
international insurance underwriter.

So whetheryour company is a multi-national
giant or has a small overseas group, AFIA can
serve you. For more information about AFIA's
newest employee benefit program that simpli-
fies employee, administration, and claims prob-
lems, fill out the coupon below.

ABIA. Ame,IcaY International
Insurance Specialist.

--------

 AFIA Worldwide Insurance, Department M
1 110 William Street, New York, N Y 10038
i Please send me more information on your International Group
1 Major Medical Program.

; Name
' Company

 Address
' City,State,Zip

WORLDWIDE INSURANCE World Headquarters: Wayne, N.J. /U.S. offices: New York•Boston•Chicago•Cleveland • Dallas
Houston•Los Angeles•Miami• Minneapolis• San Francisco • Seattle•Wash., D.C.

J

1

1

1

1

1
J
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Coming Up !
Reinsurance
Issue Date: November 10,1990

Ad Closing: October 29,1980

New York

708 Third Avenue, N.Y. 10017 (212) 986-5050
Chicago:
740 Rush Street, IL 60611 (312) 649-5275

Los Angeles:

6404 Wilshire Blvd,, CA 90048 (213) 651-3710

Business Ifsurance, the naticnal newsweekly 01 loss
prevention, risk financing anc employe benefit management.

BM&F ch

Tate chie
LOS ANGELES-Joseph N.

Tate has been named chief execu-

tive officer of Bayly, Martin & Fay
International Inc., headquartered
here. He will re-

place chairman 'SZ"-7
Charles R. EWarde.

Mr. Tate was L* E
elected president I/0
and chief ad- 
ministrative offi- .1/cer of the com-,

pany April 1. Tate
While residing in
Houston, he also held the post of
president of Harlan Agents & Bro-
kers and negotiated the merger of
Harlan into BMF in 1977.

Mr. Warde will continue as chair-
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For the newly formed captive company or
the captive venturing forth toward the profitable ·
assumption of outside business, the way is
fraught with peril.

Setting proper retention levels, creating
workable excess programs and correctly,
evaluating outside business require skillful
underwriting techniques for much of the way is
uncharted.

Actuarial counseling, claims and statistical
analysis; each recuires an expertise exclusive to
reinsurance.

General Re offers experienced counsel in
any area of reinsurance management.

Chart a successful course for your captive.
Call your General Re underwriter today.

General Re
General Reinsurance Corporation, 600 Steamboat Road, Greenwich, Connecticut 06830 (203) 622-4000;

General Re Services, Ltd., Insco House, Church Street West, Hamilton 5-31, Bermuda (809-29) 5-3742 Telex: 3623-GRSRV-BA

ooses

f exec

comings &
goings: industry

man and chief policy officer o f the
subsidiary of New York-based
Sperry & Hutchinson Co.

Insurer changes
James Bradley promoted to

field office claims manager of the
St. Louis field claims office of Met-

ropolitan Property & Liability In-
surance Co., headquartered in
Warwick, R.I. Also promoted were
Richard E. Keener to unit man-

ager of the King of Prussia, Pa.,
field claims office; John C. Kohler
to claims manager of the Cleve-
land field claims office, and Jorge
E. Valdes to property unit man-
ager of the Miami field claims of-
fice.

Howard D. Noyd, vp of claims
with Unigard Insurance Group,
will retire in October from the

Seattle-based insurer.

Frederick D.

Watkins has re-

tired as executive

vp of Connecticut
General Insur-ance Corp. Before joining Connecti-
cut General he .rip#

served as presi-
dent of Aetna In- Watkins
surance Co.

Other suppliers
Robert C. Phillips promoted to

manager-international of Towers
Perrin Forster & Crosby. He will
assume responsibilities for in-
ternational operations, replacing
John F. Abel who is retiring.

, markets )
Specialty
firms unite

THREE INSURANCE specialty
companies have consolidated into

The Will-Gard Group, with offices
in Union, Paterson and Toms
River, N.J.

Members of the group are: Will-

Gard Insurance Agency Inc., for-
merly the Robert L. Frings Co.,
which offers professional insur-
ance services for government enti-

ties and corporations; Will-Gard
Administrators Inc., formerly Will-
Gard Inc., which designs and ad-
ministers partial self-insurance
programs for government and
business, and Will-Gard Consul-
tants Inc., which provides advi-
sory and consulting services and
full risk management analysis.

Headquarters is at 2525 U.S.
Highway 22 West, P.O. Box 987,
Union, N.J. 07083; 201-687-3400.

Acquisitions
Wausau Insurance Cos. has ap-

proved the purchase of American
Marine Underwriters, a privately
held ocean marine insurance un-
derwriter headquartered in Miami.
The acquisition is part ofWausau's
diversification in the commercial

and personal insurance markets.

New offices

General Reinsurance Corp. has
moved to 1111 Third Ave., Seattle,
Wash. 98101; 206-682-7386. •
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Movie to kick off benefits conference

L- _

hudn.:
2/m/r,He. COM,111111(All"S

EMPIOYE
BEHEflm

October 26-29, 1980
Continental Plaza of Chicago

1 (we) wish to enroll in the Business Insurance
"Communicating Employe Benefits" conference.

Name

Title

Company

Address

City . State Zip

Telephone (Area Code)

Additional registrant from the same
company-
Ninn'

Title

1/wirienci Ire'/5 [)012"Ad'"r/Beolihil/1 diwouni 'llowed
iddiuon# 4*mi fi·*81/./difom rip wme com/ny /lheunctin,/ i

A check for f is enclosed.

1 (we) prefer to be billed

Mail today! Please make check payable lo:
CRAIN EDUCATIONAL DIVISION. 740 Ru&11 gree,
Chicago, IL 60611

10-13-80

CHICAGO-Taking employees
to a movie might be a good way to
make them aware of the nation's

health care problems.
At least that's what the pro-

ducers of "Medi$ense," a 20-min-
ute motion picture on health care
costs, believe.

Benefit managers attending
Business Insurance's Communi-

eating Employee Benefits Confer-
ence Oct 26-29 will be able to de-

cide for themselves.

The movie, to be presented by
Tylie Jones of Tylie Jones Com-
munications, will kick off the con-
ference Oct. 26 at the Continental

Plaza.

"Medi$ense" can be a tool for
communicating the problem of
health care costs to every member
of a company's work force, says a
spokeswoman for Tylie Jones

Communications, the distributor
of the film, located at 10718 River-
side Drive, North Hollywood,
Calif. 91602.

The film's objectives are to:
• Focus employee attention on

the magnitude and complexity of
health cost inflation.

• Make employees aware of how
skyrocketing health costs directly
and indirectly affect them.

• Establish a climate of recep-
tivity to the cost-containment ef-
forts of employers, labor organiza-
tions, government and others in-
volved in the health field.

• Show that positive and direct
action is necessary and possible to
change the health systems for the
benefit of all.

"Medi$ense," written and pro-
duced by Robert Drucker in con-
junction with Ms. Jones and

We solve your problems
before they happen.

Gloria Lefton Bob Breckenridge
Kansas City, MO Pine Brook, N I

/f 44 1,I
4

..1

5 41

Lou Seidensticker

Los Angeles, CA
Doug Falkner
Baltimore, MD h

HowAFCO can help
with premium financing.

These four AFCO Regional Vice Presidents
are working executives. They know insur-
ance. They know finance. They are busy
every day keeping track of business trends-
and tailoring AFCO services to fit your needs
on every type of business insurance.

When you come up against a new kind of
problem, AFCO probably has met it before,
and solved it, for one of the thousands of
commercial insureds and corporate risk
managers we now serve.

If AFCO's 25 years of reliable, responsive
financing service is not already helping you,
call your agent or broker today.
Or get in touch with Paul M. Holland,
Vice President-Marketing, AFCO,
7 Hanover Square, New York, N.Y. 10005.
Tel: (212) 797-1850.

© 1980 AFCO Credit Corporation

The biggest help in premium financing.

award-winning newscaster Joseph
Benti, does not list specifics for
trimming the fat from health care

budgets. Instead, it is designed to
make the viewer aware ofthe prob-
lem and motivate him or her to re-

view possible solutions. The movie
is designed to be followed by a dis-
cussion period.

Besides making employees
aware of rising health care costs,
the movie can help explain
changes in benefit plans.

Continuing the employee bene-
fit communications conference on

Monday morning will be Alan
Siegel, president of Siegel & Gale
Inc., who will explain techniques
for simplifying the benefit mes-
sage. Concurrent sessions on three
topics will be held Monday.

CPC International's use of an

imaginative benefits story will be
explained after the afternoon con-

current sessions by Richard T.
Whitman, partner with Kwasha
Lipton consultants.

He will be followed by Robert
Zabel, president of NW Ayer ABH
International-Chicago, who will
show how to personalize pro-
grams.

On Tuesday morning, Herbert
Zeltner, group vp of Crain Com-
munications, will lead the audi-

ence in judging the effectiveness
of various communications pro-
grams.

Tuesday's luncheon features
Thomas F. Masloski, director of
communications for Source/Inc.,
examining the role of corporate
advertising and public relations in
benefit communications.

Kathy Groon, personnel man-
ager for Jewel Tea Discount
Foods, begins the afternoon with
an account ofJewel's use of audio-
visual presentations and how the
programs have affected claims.

Joseph Young, vp/manager of
compensation and benefits for
Bank of California, will demon-
strate how to adapt communica-
tions programs to changing work
atmospheres and new employee
needs.

Wednesday morning's program
is on how and why to develop a

total communications program,
with Walter D. LeGrow, director of
personnel services for Control
Data of Canada Ltd.

How to deal with the legal de-
partment to preserve clear com-
munications will be revealed by
Robert W. Ridley, partner with
Forster, Gemmill & Farmer.

The BI conference will be

highlighted by the presentation of
the Business Insurance awards

honoring the companies with the
best benefit communications pro-
grams. The awards, to be pre-
sented at a dinner Oct. 28, are for

booklets, personalized correspon-
dence, audiovisuals, special proj-
ects and total communications

program.

A registration fee of $385 in-
cludes admission to all scheduled

sessions and functions, resource
materials, receptions, luncheons
and the awards dinner.

Hotel reservation forms listing
preferred rates for conference at-

tendees will be provided with the
registration confirmation letter.

If your plans change, you may
substitute the name of another

person from the same company

without penalty. Persons cancel-
ing will pay $100 service charge.

A 10% discount is offered for ad-

ditional participants registered
from the same firm at the same

time.

Make checks payable to Crain
Educational Division. Send to

Crain Educational Division, 740 N.

Rush St., Chicago, Ill. 60611.
Phone toll-free at 800-621-6468; in
Illinois, 312-649-5242. •

1
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Oii spill liability remains uncerta
By RHONDA L. RUNDLE cleanup Removal costs that ex- to Corgress in an annual report

ceed thisamcunt canberecovered last M:yandwe nave nct had any
HOUSTON-Te>.as 011 industry from the Offahore 011 Spill Pollu- qtarre. with it If the government

risk managers sti.1 don't under- tion Fund, explains Cmdr Lm- la:er eontradletS this stand, I
stand their liabdit.es for offshore cahl would expect ,011 industry) law- 1

I.

011 spils two years after Congress • Potentially unlimited liatility yers tc have a feld day against us
amended the Ouler Continental for reimbursement of cleanup in COU-t
Shelf Lands Act c osts incurred by feder< st:te and 'If I were a risk manager," he

Thal's because there are nearly local governments contin.ied, "I wiuld seek coverage

as many varying irterpretations of The last categcry coitans the of $35 million for third-party dam- ..

Title III in the act as there are risk real Catch-22 for risk managers, ages and separate coverage for $35 ·Z

managers, brokers, at:orneys and Cmdr Lindall admits, because lia- million to pay voluntary cleanup
U S government administrators bility could be un_imited C eanup cc sts '
who tave studied it standards are strictly a polltical de- He also would ouy a third policy *6 P

But they all agree the law is cision, he ac {nowledges with limits of about $50 million to

poorly written and needs clarifica- "What's c_ean in the Houston reimburse goernmen: removal
tion Insurance industry efforts to ship channe ma> not be c ean in costs-a factor he co ncedes is
obtain such changes have failed A Santa Barbara or in Bar Harbor, largely beyond industr) control "%'84

bill to limit liabLit,1 (H R 851 is Maine," he cbser-ed An c 11 industry attorney who did
stalled m the Senate and faces an not attend the Houston seminar

uncertain future But ifowners and operators vol- b,it read a copy of Cmdr Lindahl's
011 companies, ng operators and intarily clean up a spill, they may speech rejects the tripartite inter-

their insurers fear current law oe able to limit their liability to $70 p-etation He s:ys the Coast Guard
leaes them open to unlimited ha- million, pomts out the comman- is leacing risk managers down the
bility for oil spill removal and der, who is also an at:orney He garden path
cleanup expense: And because valculates liability would be $35 Thlid-party iamage liability is

there has not beer. a malor domes- million in damages and $35 million also unlimited, he insisis
tic ac.ident since the 1978 amend- in voluntary cleanup expenses "Wi:h the overregulalion in this
ment: were enacted. that bleak in- "It appears that an,r operator indus:ry today lt lS im5ossible for
terpretation has rot teen tested who goes the limit to comply vol- a-ly operator to be absolutely cer-

The U S Coast Guard, with au- untarily wil ultimately have less tain he is not in violation of some Despite the Coast Guard's contention that oil spill liability is not
thorny to adminster the Outer liability; noted Dee Swensor.,risk s:andard-for safety, operations, unlimited. risk managers and insurers aren't so sure.
Cont:nental SheK Lands Act, de- manager with Pogo Prcducing Co cinst-uction-or for federal gov-
nies Congress eve. intended to .re-

44I was aghast at the large num- e.nment regulations," he said have refused to sign financial re- operators that cannot afford msur-
ate unlimited liablity But spokes- ber of dollars clvohed, out re- sponsibility certificates for policy- ance have been able to obtain in-
men also stop shcrt of saying cefi- lieved that there may be a limit if "Ctances are if the government holders for fear of being exposed demnification agreements from
nite limitations e.€ist owners and operators coor erate wants an excuse to exoand liabil- to unlimited liability their customers

Another risk manager who at- ry, it will find some kind ofviola- But they are continuing to sell Both the 011 and insurance in-

At a recent rrarine insurance tend the Houston seminar was t on' coverage-a distinction a lot of dustries are hoping many of their
semmar held in Houston, U S more skeptical "Cmcr Lindahl Despite hat ility questions, oil buyers have misunderstood, in- questions will be answered by a
Coast Guard Cmd- Martin Lin- speaks for himself and for the pollution inst_ranee is available, dustry sources say Department of Commerce report
dahl defined a tripartite system of Coast Guard," he saic "When it say industry sources ' You could 011 rig operators can also show due by the end of the year
sepa-ate exposures, the second comes down to a Dourt test, the lan- buy $200 milhon for third-party $35 million of financial responsi- This study contains a survey of

two c fwhich risk managers are not guage of the law will be t -le final camage if yoL wanted to," said a bility requiredbylaw with a surety risk managers, brokers and insur-
addressing, he believes measure " Houston broker bond, an indemnification agree- ers conducted by a Washington,

• 535 million for third-party Responding to critic:sm, Cmdr Major marme markets such as ment or self-Insurance The major D C research firm, the Granville
damages Lmdahl told Bunness Ins irance, Lloyd's of London, AGI 011 Rig oil companies generally self-m- Corp Those results are now due at

• S35 millior for voluntary Ourinterpertatonwassubmitted and All-American Marine Slip sure, many ofthe small drilling rig the Commerce Department •

Only strong insurers survive cattle market
By SHARON WATSON But with :he excepti,n ofexotic have been less frequen: than those feedlots, a more manageable risk coverage and employee benefits

breeds and high-priced registered north of the Mason-Dixon line, evolves Firms can identify and in- Words like comprehensive cov-
DALLAS-The cattle industry is animals, coverage remains seat- _exans are w-lling to gamble and ventory animals held in closed erage and risk management arer.

a $56 billion business in Texas, tered Risks to cattle on the range lake their losses. pens and fed daily new buzzwords among such
largely uninsured. out the number are high, and the "old timers" are "They're a different breed," says This new insurable risk, a phe- groups as the Texas Cattle Feeders
of cattle going bare shrinks daily. more likely to talk ofthe Eerversi- Frank Harding, cattleman and nomenon ofthe 1970s, drew lots of Assn , which has begun its own

Texas ranks No lin cattle pro- ties of marketing their beef than founier of American Livestock In- takers who quickly found there comprehensive insurance pro-
duction with more than 132 mil- the liabilities on the range surance Co of Geneva, Ill, a Inglor was a price to pay for collecting gram, and Southwestern Cattle
lion head spread throughout al- .ives:ock mswer since 1952 "allthose premiums," said Ben La- Raisers Assn
most every coun:y in the state The Insurers readily admit the Mr. Harding estimates most Tex- tham, a principal o f National Live- Charles Hughes, director of
risk: are high, and most losses are Texas cattle industry dies not ans in the commercial cattle busi- stock Insurance Co of Amar1110, a Friona Industries, a vertically mte-
taken on the chin because they are have the exposures in weather ex- ness carry their own r_sks when it malor Texas-based insurer grated operation that raises and

either uninsuratle or too costly to tremes, particularly blizzard con- Jomes to critters on the range In- "Feedlot insurance is a young feeds its own animals and operates
insure ditions, fotnd in other states surance is often unavailable for coverage and the market is Just numerous commercial feedlots,

Cattle insurers come and go, and Yet, on an infan}ous Halloween some obvious reasons. The thou- now being penetrated Many are says feedlot operators in Texas are
onl> the strong and shrewd sur- night of 1979, an Sarly bllzzard in sands ofhead of cattle are not indi- still guessing if the rates are right looking at association-sponsored
vive observes Joe Goucher, head the Panhandle played havoc with vidually idennSable, and contrary or wrong," recalls Mr Latham plans to help them shop

of the agri-busiress insurance de- both range and Feeilot cattle to wnat tales of the Olc West might The Texas Cattle Feeders Assn

par.ment of Ordway-Saunders Overnightlosses wkreestimated at imply, cattlemen do not "ride The growth of the commercial came on the scene in 1980 The as-

Agency in Amarillo. Insurers $2 5 million on Lnshred cattle and herd" on them daily feedlot business and the relocation sociation package represents a
themselves usually nave been cat- up tofivetimes thalamounton un- Once cattle are brought in from of feeder cattle from the range to move by insurance buyers to be-
tlemen who have gone into insur- insured an=mals. * -- the range for fattening on siper- the more closely supervised come "more educated shoppers"
ance to fix their Dwn market needs But because vised feedlo·s, the underwriting feedlot reflects an even broader of insurance, said Mr Hughes
and those of their peers such oc- picture changes change in the cattle industry and

Large national insurers such as currences L.J. Less than 5 % of range cattle op- its insurance needs The need for Cattle raisers, likewise, find as-
Aetia Life & Cast.alty and The eratons may be insured, but 25% risk management is growing sociation-sponsored plans invit-
Hartford Group also have ven- to 50% of feecer cattle are covered, The Texas cattle industry is ing Southwestern Cattle Raisers
tured into the specialty Even Mr Goucher of Ordway-Saunders highly diversified and vertically Assn, through the Texas Farm Bu-
more recently, associations have notes Integrated A large operation in- reau, insures animal mortality,

expanded coverages through self-,w,*::mmtifi-, As the industry moves cattle off cludes not only the range land, but property/casualty risks and an as-
init.ated plans 8--222d?k8**43;*But126+44//<'-fiy*Vlki :-5*jEZRIAW#:MU25 "super-fed" on also the feedlots or subcontracts sorted menu of employee and per-

with feedlots, grain suppliers and sonal benefits through Texas Farm

f#MA' +f#*frAY specialty breeding-in short a Bureau Mutual Insurance Co and
more corporate structure, some- Southern Farm Bureau Life Insur-

, times associated with another in- ance Co, a stock company based
dustry, such as oil and gas in Jackson, Miss, and licensed in

Many large ranches own feed nine Southern states
.- .-I_'% ''A.4 .r- companies and feedlots, and many Southern Farm Bureau Co an-

, i f t '.1 -,4 , ' '  
Investors are entering where only nually collects more than $120 mil-
the guys in worn-out Jeans and lion in gross premium for prop-
boots have trod erty/casualty insurance in Texas

With diversification has come Employees in the cattle industry

more capital investment in land are earning expanded benefits,Photo Fort Worth Magazine *
and equipment and more stable particularly in the large and diver-
employment for the traditional sified ranches and feedlots
ranchhand and cattle operations .Coverage versus cost is good

-
-

employees (for employee benefits)," Mr

Operations of all sizes are shop- Hughes observes Life and hospi-
--1 _

.- ping not only for mortality cov- talization coverage are becommg
Cattle insurers have usually been cattlemen the market needs othernselves anc others. As- erage for range cattle, but also standard benefits, pensions and
themselves and have gone into insurance to fix societion plans are growing. property/casualty and liability profit-sharing are lagging
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Work comp rules burn electronics firms
By LEN STRAZEWSKI

DALLAS-Clean energy and
growing financial success draw
electronics firms to Texas like a

moth to a lightbulb. But strict
workers compensation regula-
tions burn them a little.

The Texas state board of insur-

ance, with a long history of enforc-
ing regulation that protects insur-
ers, forbids firms to self-insure
workers compensation coverage.

Firms can negotiate some de-

ductibles with willing insurers,
but the higher the deductible they
want, the more likely the state
board is going to take action, agree

risk managers and brokers here.
As the electronics firms prosper,

however, the workers compensa-
tion restrictions grow more irritat-
ing.

"Eight years ago we were pretty
close to bankruptcy," explains
George Rommel, accounting su-
pervisor and insurance buyer for
Varo Inc. "And we were having

horrendous workers comp losses.
"But we worked with our in-

surer (Commercial Union) and

hired some industrial nurses to

take care of small injuries before
theygotoutofhand.Weturnedthe
loss problem around," he notes.

Varo also turned around its

financial base. By manufacturing
night vision devices, rocket
launchers and other military prod-
ucts for the U.S. and foreign gov-
ernments, the firm grew to $100
Inillion in sales.

Like many other high-technol-
ogy firms in Texas, Varo turned
rags into riches and has the cash-
flow to self-insure. Marsh &

MeLennan is its broker.

"We've got pretty close to first-
dollar coverage in workers com-

pensation now," Mr. Rommel says,
"but we'd like to take higher de-

ductibles. We've got $10 million in
property values insured and we
would consider self-insuring some

ofthat. In workers comp, we've got
an experience modification of 10%
now. We'd like to take advantage
of our improvements."

Electronics business losses tend

to be somewhat smaller in Texas

than in other states. Less power
demand and more efficient energy
sources limit brownouts and

power surges that can ruin test

programs for products, says Dan-
iel Holsonback, manager of corpo-
rate finance for Recognition Engi-
neering in Dallas.

But the workers compensation

problem still plagues the firm.

"Under Texas law, you can elect
not to insure workers compensa-
tion," he says. "But if you do, you
lose all your common-law de-
fenses. We're basically a clean in-
dustry with few workers comp
losses, but you can't ever take ad-
vantage of it."

Mr. Holsonback estimates Rec-

ognition is losing about 30% of its
insurance premium by not self-in-
suring. His firm's losses do not jus-
tify the rate.

Texas law also removes employ-
ers from workers compensation
claims settlements, another issue
that causes large firms to lose

money.

"Workers comp claims are be-
tween the employee, the insurer
and the industrial accident board.

We don't even get notice of the
hearing," he says.

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.

US.
RISKS

(Underwriters Special Risks, Inc.)
600 Jefferson, Houston, Texas 77002
Telex 762314 Cable U.S. Risk

 A Halliburton Company
Dealing through agents and brokers

Other insurance coverages pose
less of a problem. Markets are
competitive and property insur-
ance rates have dropped almost as

fast as most casualty coverages.
Brokers and risk executives com-

monly report 20% premium cuts.
But innovative risk-funding is dif-
ficult.

Recognition would like to self-
insure its property risks, one way
of cutting its $400,000 total prop-
erty/casualty insurance budget.

"In five years, our total property
losses have averaged less than
$15,000 a year. That's tiny," Mr.
Holsonback explains. "We're not
getting that much out of our pre-
miums."

Recognition places its property
insurance with Arkwright-Boston

of the Factory Mutual System, but
the firm is considering a Cayman
captive insurer for greater finan-
cial control.

The captive might also aid an-
other special insurance problem,
an unusual product liability risk.

"We've been expanding both
horizontally and vertically," Mr.

Holsonback says, "and we've re-
cently begun manufacturing some
computer software. We're right

now trying to get an understand-
ing from our insurer of how losses
due to software failure might be
covered."

Mr. Holsonback fears damaged
or mishandled software may de-
stroy valuable corporate data. The
firms might then try to sue Recog-
nition.

"We want it to be covered under

our product liability policy," he
says, "but we haven't had an an-
swer yet."

Texas Instruments, the mighty
solid-state electronics manufac-

turer, is also testing the captive
concept, says assistant risk man-
ager Mike Houston. Property in-
surance will probably be the first
set of risks to use a captive if the
firm decides in favor of one.

"Basically, we feel Texas is a
pretty good area to work in, except
for certain restrictions placed by
the state board. Texas provides a
good work force with a strong

work ethic. Though TI requires an
842-hour workday, we have very

few problems," he says.
And workers compensation

rules and a boiler and machinery

coverage rule that limits policies to
one year are only minor irritations,
he says.

The biggest insurance plus for
Texas, risk executives agree, is co-
operation from insurers, brokers
and corporate management. Ev-
eryone is willing to make the best
ofrestrictions and plan an efficient
insurance program. TI works
closely with its workers compen-
sation insurer, Continental, and its
brokers, Alexander & Alexander
on casualty risks along with John-
son & Higgins for international
and property coverages, Mr. Hous-
ton says.

David Roberts, risk manager of
E-Systems Inc., agrees.

"We get all the claims support

and loss-prevention help we
need," he says. "Liberty Mutual is
our workers compensation insurer
and we use its hygienists for fumes
and noise-level studies."

Mr. Roberts recently moved the
firm's property ihsurance from the
FM System to Industrial Risk In-
surers, finding the FM deposit pre-
mium too high in the current mar-
ketplace. Rollins Burdick Hunter
brokered the change. E-Systems
has an annual insurance budget of
$8 million to $10 million. •

right down to the chocks
Your customer's insurable exposures begin when he artives at the airport and

continue until he returns to a safe landing.
We at Global specialize in providing you, the agent, with down to earth aviation

insurance service. We're geared to furnish you fast, accurate quotations, complete
policy and endorsement issuance and knowledgeable claims handling.

We're staffed and structured to serve you because we saw a need years ago for a
sound, solid insurance manager to serve smaller aviation accounts. We've been filling
that need ever since.

Whatever you require for your aviation insurance customers, call Global. We
know aviation. . right down to the chocks.

global Aviation Insurance Managers. Inc.
3000 Promenade Center/P.O. Box 5470

Richardson, Texas 75080

"We did our groundwork Now we're taking off"

Telephone
(214 2350110
Telex 79·1875
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Houston agents
Civil War still rages over commercial risks

* =«:ni»-K·C VI .®¤5 Ul-ir==53 1155k,i HOUSTON-When the Yankees ton agents more willing than ever proach to risk management, sell-

Photo Houston Chamber of Comme
- ---* -1 as*5 came to Houston with their big 011 to manuscript policies and pack- ing service more than rock-bottom

1 =sms and manufacturmg firms, the large age insurers for complex risks If prices
. i r #&#2'lefiLL* 1.4 1 -215' Northern insurance brokers fol- capacity exists anywhere for the "We approach firms on a concep-
..2 .3*r lowed right behmd large offshore 011 rigs, a Houston tual basis," says senior vp Russel

:r Loaded with modern risk man- broker will find it-at the lowest F Sammis, "and analyze whether
t

agement techniques, self-insur- available price the firm needs a captive, an under-

ance plans and sophisticated loss- "We like to think we are partners writing pool or some specific cow
prevention services, the big agenV with our big oil clients Almost all erage "

< 4 brokers arrived to manage the the large accounts, several million M&M in Houston has grown into
IN * booming clients of the 1960s and dollars of premium, involve tailor- an 011 specialty agency, insuring14 * 4 ,; i run the local agents out of town made manuscripted policies," Mr firms in alllevels of the 011 Industry

"-'1, It's 1980 and the Civil War still Cutler explains "We'll put to- from the large diversified oil firms

le«"
rages over large commercial risks gether pools with Lloyd's, AIG, hke Tenneco to some wildcat 011

"If we're not the biggest agency All-American Marine Slip and in- researchers
k ./.il -. m Houston. let us know We'11 put surers from France, Switzerland, For the largest risks, not even

Houston's booming businesses, particularly the oil companies, on a pep rally and go over the top," Norway, anywhere where the ca- competitive insurance markets
keep agents and brokers competing with services and tailor-made Jokes Joseph Cutler, partner in pacity is good " can make the job easy "We try to

John L Wortham & Son the monitor the scope ofcoverage and
policies. New construction is also popping up. largest independent agency in Managed by 31 partners, the the capacity Because of the giant

'- town firm earned $10 5 million in reve- risks, there is a shortfall of capac-
Nose to nose with Marsh & Me- nues last year with about 200 em- tty for offshore 011 rigs," Mr Sam-

TEXAS MARINE UNDERWRITERS AGENCY, INC.
Lennan for the title of the No 1 ployees and six safety and loss- mis says
agency, Wortham seesaws in and prevention specialists Insurance An individual offshore rig may
outofthe lead But 20 years ago the markets are not a problem demand $1 billion in values, and

Insuring fight would have been easy to call. ' Everybody's knocking on the loss potential including pollution
0 Commercial Hulls Underwriting for the largest 10- door these days," Mr Hervey liability may top $2 billion World

E] Cargo cally based insurance group, notes "It's difficult to keep every- capacity, Mr Sammis says, can

El Liability and P& 1 American General, Wortham had body happy It wouldn't be too dif- provide only about $900 million in

El Rigs
most local risks locked up ficult to put together $200 million coverage

Now the agency competes with in excess coverage " 011-rich firms, however, are also
service and encourages a good But so can other agents Soft cash-rich businesses interested in

Underfriting Managers for American Companies. Southern partnership with the big markets have made most basic maintaining control of their funds
Houston 011 firms. coverages cheap and available . So we have to be able to do a good

"We run scared," adds Wortham Er en some small one-man agen- cash-flow analysis," adds seniorvp

partner John Hervey, "because cies can win a maJor account with John Elder "This requires that we
everybody lS scrambling for busi- the help of a friendly msurer offer various cash-flow discount

ness. It's healthy for everybody- Faced with this competition, plans "
especially our clients

2121 Sage Ri., Suite 180, Houston, Texas 77056, Tel. 713/629-5480
Marsh & McLennan, with 150 local Houston is a giant cash-flow pro-

Competition has made the Hous- employees, takes a cerebral ap- gram, local agents say Capital
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4 7=-E :/,<hNf' ')1. Tl' ION $27500 for each person (Does not
ABOUT CAPTIVE

INSURANCE COMPANIES '6
9 4 -pou- - inciu e any travel or accommodations )

432-198'Os ' YES' Enroll me for your TEXAS, CAPTIVES,
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Position

Thus fast moving seminar Is especially k PECIALT ' FCSINCLUDE Address

designed for corporation and associa- • The Captive ovement
tion executives who want to acquire e

• Available Of f 0,·, Don c,Ics Otis·-

the basic building blocks about form- Than The Cay rs fo 0 My check ts enclosed

0 Bill Me
ing eltheF a domestic or an offshore • Reinsurance

0 Please send more information
captive insurance company • Cayman- 4.

0 I will make my own Hotel Reservations

Corporations and professionals not • Banking 0 Please send me information about

domiciled in Texas who want more • Accounting 0 Hotel accommodations

information on the Texas insurance • Legal System
• Management 0

MAIL TO

environment will also find the seminar
OUTSTANDING INDIVID RISK ALTERNATIVES, INCFne,1

invaluable BOTH TEXAS AND THE CA M 4405 Pack Saddle Pass

Special emphasis will be on the Cay- ISLANDS WILL MAKE THE PRE- Austin, Texas 78745

man Islands as an offshore domicile SENTATIONS Telephone (512) 443-0954



flows directly into the city and er.- 
virons, leaving .parkling corpo-
rate headquartels in 'is wake and , Li• ,, Iston's top
massn e apartment construction i · agents
projects The recession is nowhere THE MILLS COMPANY.
to be found, 1. Joi:,1 L Wortham & Son

That makes construction 2. Marsh & McLennan
Houston'< next bigge:t indu,try 3. Alexander & Alexander

BUILDING TODAY FOR
Con*,tructior bonds are also the

iro.,t difficuli 4, place Piobablj 4. Adams & Porter

the only tight inotixance tnarket in 5. Johnson & Higgins OUR CLIENTS' TOMORROWS.
the area, bond underwilters are 6. Frank B Hall
happy to protect experiencid, 7. Fred S James The Mills Company - an innovator in designinglarge contrac to-4 -but reluctant to
assume tht. vak of a new wildcat 8. Bayly, Martin & Fay and servicing competitive insurance and bonding
fii rn try.ng to cash in on the bo inn (formerly Harlan) programs which help progressive companies build

With property/casualty Insur- 9 Corroon & Black
for their future.ance rates falling and bond rates o. Reed Stenhouse

rising, buyers sometimes don't
Ranked in order of size and compett- For a professional presentation, call The Mills

know K hat to expect Houston
tive force based on local opinions

agent'.,opnrt, however 1 giowing Company at (214) 651-1100. Because... what
rlsk m.indgement sophistiedtion you don't know today could hurt you tomorrow
even trom '·mall firms

Iseealot ofitewaccounts that Monagement Insurance Svtems
have nicived to us because of im- AMA oiten bumps heads with an
proper inarketing," explains aggrefflve Frank B, Hall office Jn THE MILLS COMPANY
Chuck Burton, chairman of Cor- 11'e tough buildeis and developers 800 One Man Place • Dallas, Texas 75250 . (214) 651-1100
roon & Black of Te.:dq "It coilld risks . 1

be a procedural ploble·n M.ybe
somebody m the elien:. o.ir, of-

44» 11Wqfiee made a mistake But , i:nere s 14

'9any kind of problem -91. ·, ers ate 4,

R illing to move theli business ' /1

As firms grow and plan for more
-

control of their insurance mo-
gram, they outgrow the s mall

.,
.:4

agent and hunt for good claims
handling and loss-prevention ex-

./ 7 -t Ir ¥

pertise. 48'3 5,

"The best advertisement a bro- -
.4 .4

S. *

ker can have here is to be in on a
'U

good loss settlement, ' he S.7VS
"Still, there 13 a strong network of

local agents on big locally-based 1 5

accounts. There are firms who un-

derstand that there may be some

agenbtlefustthetltrAst,lrYto
accept those problems to keep a

11 11 11 11 Bl't ;61 - f

friend on the payroll"
Some of the strorg local agents

have sold out to the Northerners

Fred S. James, for example, has a Heecj Floberon Associates, 1, nc. ' ' d Cneck 
,Ad, R in the ,strong marine department built on

the nucleus of the Rathmell COST-CONTROL
appl Apriate

answer I
Agency James competes with space»

Adams & Potter for marine and oil
risks.

grew into a Houston power with
Alexander & Alexander recently CARD I ¥ES 1\10 suRETJI f

the acquisition of local agency

4

gent keeps Has your insurers' premium audit been
verified within the past 12 months')

7 - 1-7 CLi 7. i », on cijent
Is vour experience modification

1 1 0 or lower'?
.OSS Ff }1 -' troi

HOUSTON-Small and me- Is each new claim reviewed for validity
dium-517ed firms here are ready to and reserve amount?
plunge into risk 'management if 
they can get some basic help from
theiragents, st.ys John Van Osdall, , Is your claim administration service
executive vp ofANCO/The Ander- satisfactoryp
son Co,

So his medium-sized agency
started offering doses of data ' Did you have more claims last year

.

About five vears ago we found than this year')
out thai -we didn't know every-
thing about our clients that we
should,' Mr. Van Osdall explains Is your loss prevention program
"We had alotofinirmnation mour operating effectively?
files but It wasn't out together m a
form that we and our chent. could
use"

Starting w tth the agency's top If you have answered NO or NOT
100 accounts, ANCO began keep- SURE to any of the Cost-Control Company Name Nunyer of Ernployeef

inga loss-Conwol history for lt:, Cl,- . Card questions Reed Roberts can
help you Wrte your nameari,j ad- Your Narneents, charting loss experience and Titlt,
dress in the space provided Send

experience rating offered by insur- this page to REEDROBERTS AS MIa.ers in data manuals SOCIATES INC . 1701 Golf Road,
"By keeping this dab, we found 1 Continental Plaza, Department WB,

Clf, Statethat we can see patterns that we Rolling Meadows. IL 60008 ZIP Codr

can warn our clients about," Mr
f*lephone NumberVan Osdall says ' It w e need to re-

place a coverage on short notice,
.:all the material we netd to tell dn

1¥

underwriter 19 9 our fingeitips " '.ff - 1 +-:-1::p, i „„ *2.*
Uq,ng this dat.1, even <,in.ill firms I '44'/ '4 1 V 0. 4*744471.4: 4'4

C.In take cracks cit basic risk man-
agement by using insurance corn- r .

Dany soreices to help correct pi ob- 1 *jj-«= ' ·i I & =:: fi:Ij:1- r -
'10.4

/3#63, c e :

lerns .NCO spots The datd gdth- 1/ 41< 3/1•/ •
ering, performed manually has .

also caught Some clerical erro, b 01.
2 . ..

that led to overbilhng, Mi Van 09- 8.

dall notes,
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executive search

Professional search efficiently reaches Into the
perforryyng talent pool and matches your

unique requirements. significantly enhancing

the probability of staffing success.

Chrter Johnson Associates
301 Loop 830 NE • Suite 107. Fort Worth / Hurst. Texas 76053

(Met,o) 817/589·0803

TEXAS

ISOURBACKYARD!

With 20+ years in this market,
we can assist you in

the areas of recruitment and

mergers/acquisitions.
Give us a call and let's talk

about your needs, confidentially
and candidly.

Vest & Co.
11500 Stemmons (Suite 114)

Dallas, Texas 75229

(214', 620-2581

U
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Dallas is the financial center of Texas, whose marketplace stabilizes a growing economy and whose
expanding businesses seek loss and claims services.

Dallas agents
Growing economy demands
risk management services

By LEN STRAZEWSKI

DALLAS-This is the big
brother city. Dallas, the financial
center of Texas, is the mat.ire mar-

Meeting the mlallenge ...
Cravens, Dargan & Company Spe-
cial Rsks has the flexibility and

 most complex insurance needs. Our
*PS:

.=F.. professional staff provides fast and
---- -------,1 ef-ident service to agents and

-- brokers in twenty states. And, we
-.„I=-Li„*.:4- offer a wide variety of markets, pro-
 s-=1 ,  viding our pnoducers and their clients

Ell'L-  with quality coverages. We are
  proud of our 76 year's of service to

the insurance industry and look for-
ward to meeting the challenges of
tre 80's.

"r«,

->1

Our Markets Include:

AoiatioNOil/Marine/Casualty/Property/
Surplus Lines/Personal Unes
[Comestic, Non-Admitted and London]

./. 411
t4 '11

CRAVENS. DARGAN

& COMFKNY

SPECIAL RISKS

Officei in Houston/Oillas/San Antonio/
LubbocldOmver

 Represented by agents and brokers throughout the
 Southeast, Midwest, and Southwest

ketplace that stabilizes an econ-
omy gone haywire with growth.

Agent/brokers here have to play

big brother too, providing risk
management services to firms
growing faster than executives
planned.

"Our larger clients are aware of
good risk management concepts,"
explains Mike White, executive vp
and manager ofAlexander & Alex-
ander, the largest agency in town.

"But to make it work, most are
looking for tailor-made informa-
tion on losses and claims."

Mr. White emphasizes local use
of the A&A data base system
ARIS, which has given the big
agency a leg up over most of its

competition for large commercial
risks. But some ofthe services usu-

ally available from brokers in
other states are lost in Texas.

"We will monitor the service by
claims administrators if they
want,"Mr. Whiteexplains, "butwe
don't sell claims service. Since you
can't self-insure workers compen-
sation in Texas, there isn't a big
need. If we were allowed to self-

insure, we'd probably get into it."
Risk managers for the big firms

know what they want from their

agents, Mr. White says, and they do
want to self-insure. "From a cost

standpoint, it's not a problem. But
what the firms want is total flex-

ibility to negotiate a claims settle-
ment."

As a dominant agency, A&A
sees many of the city's best risks
with risk managers who know
their firms. Other agents in town,
however, report that many firms
are just discovering risk manage-
ment.

"There's lots of new companies
moving into the area that have
never had risk managers," adds
Don Matthews, president of John-
son & Higgins of Texas. "But
those firms with risk managers
find them sophisticated and pretty
hardworking."

Dallas firms are run by sharp

businessmen, he adds, and they
are very interested in the way their
money is spent. "They are a lot
more interested in claims settle-

ment. And we've seen lots more in-

terest from large and medium-
sized firms for loss-sensitive pro-
grams."

Philip Brown, senior vp of
Marsh & McLennan, the second

largest agency in Dallas, agrees.
M&M has expanded its sales of un-

Don Matthews

bundled services and added exper-
tise in cash-flow programs now de-
manded by the large firms moving
to Dallas.

"The bulk of our business is still

in commissions, but we are selling
more services. We have had sev-

eral clients who weren't satisfied

with lots of lost-time accidents,"
Mr. Brown says. "Our answer has
been more aggressive claims han-
dling and rehabilitation."

"Everyone in Texas wants to
treat their employees fairly. We
think we can do a better job with
services on a rifle-shot basis."

Coping with Dallas means un-
derstanding a diversified econ-
omy. Unlike Houston, which lives
by the oil industry, Dallas is the
bank center of the Southwest,

Dallas's top 10 agents
1. Alexander & Alexander

2. Marsh & McLennan

3. Fred S. James

4. Johnson & Higgins
5. Arthur L. Owen

Ranked in order of size and c

6. Ellis Crotty & Powers
7. Maxson Mahoney & Turner
8. Noel Graves & Strother

9. William Rigg & Co.
10. Kenneth Murchison Co.

ompetitive force based on local opinions.
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home of several large life insurers,
garment center of the cotton in-
dustry and transportation hub of
the South.

The "good ole boy" of Texas
stereotype does not apply in Dal-
las.

"What we have are highly so-
phisticated buyers," notes Robert
Earp, executive vp of the local
Fred S. James branch. "Our me-

dium-sized client's buyer is usu-
ally a financial vp. He may not un-
derstand everything about insur-

What we have are

highly sophisticated
buyers,' says
Robert Earp.,

ance, but his broker darn well bet-
ter have a knowledge of finance.

"The firms are looking for ways
in which they can control their
money: cash-flow, captives and
fronting programs."

Insurers, Mr. Earp says, are turn-
ing out more creative programs at
the guidance of the local agents.

"We can outline a type of pro-
gram, especially in the casualty
coverages, and get the emphasis
on cash-flow control that we
want," he says. "Insurers are ex-
tremely competitive and rates are
still going down. In the casualty

Agent sees
business

potential
DALLAS-Dallas is the center

of the world to Willard Crotty,
principal of Ellis, Crotty &
Powers.

"What many people don't realize
about this city is that in addition to
being a large industrial and finan-
cial center, Dallas is probably the
leading distribution center for the
South.

"The potential is unlimited.
Since most products are shipped
by air, I predict the Dallas/Fort
Worth metroplex area will be the
biggest distribution center in the
world in 20 years. Dallas/Fort
Worth airport will be the hub."

Former president of the local
chapter of the Chartered Property
& Casualty Underwriters, Mr.
Crotty, is also the head cheerleader
of the Dallas business and insur-

ance community. Or so it seems.
„ You just can't be dumb in this

commercial area. You'11 get run
over. Everybody has good and
smart competition. Even a firm
like Texas Instruments has lots of

smart competition," he says.
For insurance agents, he says,

business potential is unlimited.
For Ellis, Crotty & Powers, one of
the largest independents in the
area, Mr. Crotty predicts at least
20% annual growth for the next
five years.

Highly competitive markets
haven't hurt agency growth at all,
he adds. Cheaper premiums
means the agents have been able to
offer expanded coverage at the
same prices many paid the pre-
vious year.

"Very few people have refused
to increase coverage," he says.
"Most firms here are smartenough
to recognize the need to insure to
value, so they encourage agents to
add the coverage.

Mr. Crotty is also promoting
higher limits to his clients, increas-
ingumbrella limits from $2 million
to $5 million, sometimes for the
same cost as the previous year. "I
think they need it because the po-
tential for big losses is here, espe-
cially as Dallas grows." •

lines, the insurers are writing to a
combined loss ratio of 99% to
102%.

"I don't think we'll see a turn-

around until the second quarter of
1981," he adds.

The large agent/brokers are also
highly competitive, dueling with
local agents whose market rela-
tions are as good and sometimes
better than those of the national
brokerage houses. Arthur L.
Owen, Ellis Crotty & Powers, Max-
son Mahoney & Turner Co., Noel
Graves & Strother and Kenneth
Murchison Co. all rank in the local
top 10.

William Rigg & Co., a Fort Worth
agent, is also one of the largest in-
dependents in Texas with great
impact on this market, thanks to
an oil specialty.

"There's a lot of agents out
there-one- and two-man shops-
that compete with us," Mr. Earp
notes. "If they've carved out a
niche, in cargo insurance, for in-
stance, there's a lot they can do."•
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AUTOMATED CLAIMS PROCESSING SERVICE

When you look at a computerized claims
processing system, look at who stands
behind it. Claim Control is a service of
Systems Resources Company, a division
of Control Data Corporation. Totally
administered by SRC staff professionals,
Claim Control provides automatic and
consistent adjudicition, pricing and noti-

fication. We're flexible - choose the
pricing methods, benefit combinations
and payment cycles that fit your oper-
ation. Our ambitious cost containment

efforts, coupled with outstanding
reporting, provide real management
value for your administrative dollar. Call
us for details on Claim Control.

SYSTEMS RBSOURCES COMPANY
  CONe[ACORPORATION

14801 Quorum Drive• Suite 301 • Dallas, Texas 75240• (214) 385-5666
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HMOs hope for surge

How to Regain . i AUSTIN-Texans have been mllhon, but more than double the More and more HMOs are also
characteristically slow to accept 1979 rolls entering the marketplace, offering
health maintenance organization Several factors may spur even higher visibility and choice among
membership during the 19705 greater growth Until this year, the HMOs, says Ms Nethaway

IControlofyour < 3ut there might be a stampede cost of HMO membership has
' (Lf as more HMOs gear up, says the been higherthanthat oftraditional As employers move to Texas, so

<. state's HMO coordinator Mary health insurance plans Rates, do HMOs, in the same growth
Amn Nethaway however, are dropping with areas The nine existing HMOs are

In 1980, statewide membership growth Cost for a single member- mostly concentrated in metropoll-Instirance Progmm. inthenine existing HMOs was less ship ranges from $40 to $50 per tan Houston and Dallas-Forth
than 100,000, small compared with month, family membership, $109 Worth, with two others in San An-
a state population of around 14 to $130 per month tonio and one in El Paso Five of

By using the Scor Risk team to provide you with:
• Finarcial analysis
• Captil,e feasibility 1 HMO growth in Texas

• Revier and evaluation of insurance and1
j Enrollees Enrollees Enrollees
f

risk management programs Name of HM6 2/12/79 6/29/79 7/1/80
• Risk Analysis
• Loss analysis and review '»' i r /:: p## -, , f , - Prudential Health,Care Plan Inc. '.      22,000 27,000 37,600

1

· Offsore management-Scor Risk Management ' Houdton ', '

(BerrAuda) Ltd. -. Alamo Health Ca,J Plan 10,000 11,000 10,800

Join the team! . - . San Antonio : E

Call Walt Patterson Group Health of El Paso 10,000 9,500 9,600

1 (800) 527-9036
El Paso

in Texas call (214) 748-1100 Texas Prepaid Health Plan 2,000 2,800 10,800

Bellaire

IScorRisk Southwest Medical Plan Inc. (CompCare) 250 1,500 8,300

San Antonio

MetroCare 88

6 - Arlington

2,750

1 PO Box 220031, 52nd Floot, First International Building, Dallas, Texas 75222  Kaiser/Prudential, Health Care Plan 850 12,000

Dallas
3=

Tarrant Health Protection Plan 1,800

4 ' " - Fort Worth.

INA Healthplan of Texas Inc. 150

» - , Dallas. T

S . Tdtals
T

A
44,250 52,738 . 93,800

.
I

WHOLE NEW

DIMENSION IN

REINSURANCE
0

 nternational Reinsurance Services has 1 . 44 ,

mc re to offer than other reinsurance In-
f

ternedianes We have greater depth and
dimension through our affiliation with a 0

0 lit * - ,
domestic reinsurance company and one
of the country's largest excess/surplus 9 e 1

10'.

lines wholesale brokerage firms. We are i
-

. X, 2

in Donstant communication with domestic
i I :

an:1 global markets for facultative' and

treaty. The long-standing relationships we
ha,e developed with these markets have
provided us with an insight and precise
un jerstanding of their underwriting re-
qu rements. Our service capabilities are
exemplified by speed, excellent security Trying to place an oil riskardl capacity Our knowledgeable staff Is
realdy and eager to assist you in handling
a *ide variety of coverages, including tOO slick to handle?
hald-to-place risks Our expertise lies in

.\

such areas as malpractice, captive and
program business To find out more about Call Pike. A

us contact Arlan Shorey, vice president,
or Bill Yurek, second vice president

Pike is a full-service E&S agency with in-house authority to quote and
bind. We're young, aggressive and resourceful. We handle the high
risks no one else will touch. We write coverage on unique situations.
We do it professionally. And we do it well For high risk business of
nearly every kind, call Pike We do what has to be done. And we do it
well.

International

Reinsiirance Nci•vice, Inc.
1 PIWE EXCESS AND SURPLUS INSURANCE

Treat, & Facultative Reinsurance Intermediaries Incorporaceo
200 West Monroe Street • Chicago 60606 14811 St. Mary's Lane, Suite 135 •Houston, TX 77079 5

312/782-9547 • Telex 206-089

10, *W .

(713) 870-9771 • 800-392-2461 • Telex 77-5263



in membership
the nine are independent practice
association HMOs, which means
the member can choose from a list

of physicians practicing in decen-
tralized offices. The other four

HMOs follow the group model,
with care centers.

Prudential Health Care Plan Inc.

ofHouston operates a group prac-
tice model in four Houston loca-

tions. The largest plan in the state,
it has about 38,000 members.

Prudential also has a coopera-
tive agreement with Kaiser in Dal-
las, the Kaiser/Prudential Health
Care Plan, and Oct. 1 opened a
third HMO operation in Austin.
This marks the first HMO offering
in the capital, where a large con-
centration of state employees is
expected to respond.

Prudential is not the only major
insurer expanding HMO opera-
tions in Texas. In midsummer.

INA Healthplan Inc. set up na-
tional and regional headquarters
in Dallas, announcing at that time
plans for three centers in that city
by 1981. SAFECO, too, has filed a
certificate of need with the state
for a Dallas operation.

Blue Cross & Blue Shield of
Texas operates a 10,000-member

The insurance

board has set the

first public hearing
on an HMO's

financial state.

HMO in San Antonio, the Alamo

Health Care Plan Inc., and is dis-
cussingajointventurewithHealth
Care Assn. of Kelsey-Seybold
Clinic in Houston, an inactive pri-
vately funded HMO.

In Temple, near Fort Hood, Cen-
troplex Health Plan, associated
with the massive Scott & White

Clinic, is targeting operations by
1981. Originally begun with federal
funding, Centroplex is to be com-

pleted with private funds.

Several smaller, privately
funded HMOs have filed plans
with the state, including the Cen-
tral Texas Health Plan, sponsored
by the Travis County Medical So-
ciety (seated in Austin), and the
North Texas Health Plan Inc. in
Lewisville, a Dallas suburb, also
sponsored by physicians.

Corpus Christi may be a new
growth area. The Gulf Coast
Health Plan Inc. there is still de-

veloping under a feasibility grant
from the federal government.

Real estate

market defies
recession

AUSTIN-The real estate indus-
try is having a field day despite the
recession as most cities in Texas
continue to grow, according to a
Kiplinger Report special letter on
Texas.

Apartments and multi-family
housing are springing up faster
than single-family dwellings caus-
ing a run on the tight surety bond
and builder's risk insurance mar-
kets.

Scores of new commercial and

industrial sites, office parks and
strip shopping areas are being
built throughout the state, the re-
port says.

It also predicts another surge in
housing once mortgage rates drop
sufficiently to allow young people
to buy. .

Most of the active HMOs have

been financially sound. However,
in September the insurance board
filed its first notice of public hear-
ing on the financial condition of an

HMO, Texas Prepaid Health Plan
ofBellaire (Houston), which serves
more than 10,000 members in the
Houston area including employees
of such mgjor businesses as Ex-
xon, 3M and the Houston indepen-
dent school district.

Texas Prepaid is federally certi-
fied and has received a federal loan

guarantee in addition to private
funding through physicians.

Ms. Nethaway is hopeful
Prepaid's condition can be recti-
fied.

"So far, we haven't had to close
any of them (HMOs) down. We've
been lucky in Texas." •

 INTERGALACTIC ||
 INTERMEDIARIES

Police Professional Liability.

POLICE

• Occurrence Form

• No Deductible

• Federal Law 1983

• Prior Acts

• Punitive Damages
• No Aggregrate

International Association of Chiefs of Police

c/o Bayly, Martin & Fay/San Antonio

RO. Box 17800 • San Antonio, Texas 78217
1-800-531-7205 • 1-800-292-5721 (Texas)
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«I know the matter is urgent and I'm sure our president
will have that information for you shortly. I see he's consulting

with our staff in the Research Department right now."

It isn't always necessary-oreven desirable-to use an intermediary.
But for those special situations when it is to your advantage, it pays to
be picky about the intermediary you choose. Take the matter of
manpower.

When you need sound answers fast, it'S vital to know that your
intermediary is not handicapped by insufficient back-up ... that there

are experienced people ready and qualified to respond. That's one
reason for choosing CMI.

At CMI, our strength is the depth and knowledge of our people
and the substance and solidity ofthe markets we deal with. You'll find
a team of skilled professionals at your service in New York, Chicago
and Los Angeles.

Call CMI for all your specialty needs, including Public Officials
Liability, Primary and Excess Products, Excess Workers Compen-
sation, First and Excess Umbrellas, E&O, All Risk Property and
special programs of all kinds.

CAPACITY MANAGERS INTERNATIONAL, INC.
160 Water Street, New York, N.Y. 10038 (212) 344-5300
New York • Chicago • Los Angeles

1
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Company beneftt plans
reward worker service

By Gene McGarrah

ANyONE ASSOCIATED with
1-lemployee benefits knows all
companies do not approach bene-
fits in the same manner.

• Some companies develop
comprehensive benefit programs
with minimal concern for cost.

• Some companies provide a
full range of benefits from the first
day of employment.

• Some companies only re-
spond when theemployee makes a
demand.

• Some companies set up sev-
eral groups of employees and es-
tablish separate benefit programs
for each.

The approach at Texas Instru-
ments is "none of the above."

There are more than 50,000 TI em-
ployees in the United States, and
we consider all of them as one

group. There are no clearly drawn
lines between management and
production, salaried and hourly,
etc. There is or.e TI benefits pro-
gram and it applies to all employ-
ees in the same· manner.

TI has a mix of approximately
60% manufacturing and 40% non-
manufacturing, 56% male and 44%
female. The high female percent-
age, which is not very typical of
large industrial corporations, has a
significant impact on the cost of
benefits such as group medical,
short-term disability and paid time
off.

TI management reviews the pro-
gram annually from the point of
view of employee need, program
cost and competitiveness, and de-
cisions are made regarding new
benefits and improvements. There
have been cost and plan design im-,
provements of some type in vari-
ous TI benefit plans in each of the
past few years:

• 1980-Pension update, new
dental plan.

• 1979-Gromp medical, LTD,
stock option purchase plan im-
provennents.

• 1978-Profit-sharing, pension
improvements.

• 1977-Pendion update.
• 1976-Group medical im-

provements. new holiday.

At TI we do have a comprehen-
Ilsive benefi:s program, but our
approach is different from that of

many other companies because we
attempt to reward service all along
the line in each individual benefit

area. We have a service eligibility
requirement for each type of bene-
fit. The only benefits that do not
have service requirements are paid

holidays and travel accident insur-
ance. From the cost point of view,
this is fairly significant, for we
have minimind the amount of

company money that goes into cer-

tain areas that are typically 100%
company-paid elsewhere.

This has been done intentionally
in order to maximize the company
money availatle for benefits for
longer-service employees. Let's

look at how we have integrated
service criteria in the group insur-
ance benefits:

. Group life is optional. Cov-
erage up to two times annual sal-
ary. The company picks up a very
modest share cf the premium cost
after the first pear.

. AD&D is optional. Coverage
up to five times group life. No com-
pany funds involved.

. Short-term disability is op-
tional during the first year. The
company pays total cost after the
first year. Benefit level is 50% of

pay until empliyee completes five
years of service, then the benefit
level increases to 75% of pay.

Texas

Viewpoint
. Long-term disability is op-

tional. Employee pays total cost
until he or she completes five years
of service, then the company picks
up half the cost. Benefit level is
50% of pay, with a primary Social
Security offset.

. Group medical is optional
during first three months, then
employee coverage is automatic
and the company pays the cost.

Dependent coverage is optional,
regardless of service. Employee
pays total cost of dependent cov-
erage during first three months,
thenthe company pays 25%of cos:
from three months to five years

and 50% of cost after five years.
This is a comprehensive plan with

a maximum annual out-of-pock2t
cost of $375.

. Group dental covers only em-

ployees with one or more years )f
service. Coverage for eligible em-
ployees is automatic and the com-

pany pays total cost. Dependent
coverage is optional and cost is
split 50-50 between the company

Continued on facing page



Beneftts reward long service
Continued from facing page
and the employee.

Many companies provide all of
these group insurance benefits
from the first day of employment,
with the employer paying the total
cost. At TI we believe in cost
sharing in group insurance. At the
present time, Texas Instruments
pays approximately 70% of the
cost of the group insurance plans;
the employee pays the remaining
30%.

If we did not have this cost-
sharing philosophy, the company-
paid cost of these insured plans

There is one Texas Instruments
benefits program and it applies
to all employees alike, whether
they be management or pro-
duction, hourly or salaried.

would increase dramatically.
Rather than spend the money on
insured benefits, we have chosen
to spend it elsewhere in the bene-
fits program.

There is an optional feature in
each of these six group insurance
plans. The employee participation
varies from plan to plan. The medi-
cal plan option is coverage for de-
pendents; approximately 60% of
those eligible elect this coverage.
Under the dental plan, dfpendent
coverage also is optional and 80%
ofthose eligible elect it. Sixty per-
cent elect the optional coverage
under the group life plan and 70%
elect LTD and AD&D coverage.

nZZ'ZZA2ltes rPactosmwt
for approximately 14% of the total
cost of TI benefits in 1980. Social

Why should a risk manager
consider the Armco Insurance Group?

Bill Kucera, Engineering,
Supervisor, answers:

Because he'll find a group of
people intent on developing a
positive long-term relationship
with him and his agent or broker
He'll work with a Corporate Risk
department that will provide a
market not only this year, but
next year, too... and the year
after. And he'll get sensitive,
sensible handling of primary
insurance programs involving
Worker's Comp, General and
Automotive Liability

The Corporate Risk depart-
ment is located in Dallas, home
office for the Insurance Division
of the Armco Insurance Group.

We'd like to tell you more
about us; and we'd like to know
more about you. Write for more
information. Armco Insurance
Group, Insurance Division,
Marketing, Dept. BF-170, 1221
River Bend Drive, Dallas, Texas
75247. 214/689-8333.

r--1 ARMCO
ARMCO

V INSURANCE
GROUP

Security is next, accounting for
18% of the total; then pension and
profit-sharing, accounting for 24%
ofthe total Non-productive time-
holidays, vacations, break and
paid time off-will be 44% of the
total, hence, the most costly ofthe
TI benefits.

Now let's consider some of the
other benefits and see how we
have incorporated our objective of
rewarding longer service.

No one receives any vacation
during the first year of service.
Upon completion of one year of
service, the employee receives five
days ofvdcation. Two weeks ofva-
cation a year are given for years
two: three, four and five. After five
years, vacation entitlement in-
creases to 15 days a year.

In the 15th year, vacation in-
creases to 20 days a year. Everyone

is expected to take at least 10 days
of vacation a year, but unused va-
cation days can be carried foward
into subsequent years.

No one has any paid time offen-
titlement during the first year. In
years two through five, there are
very modest PTO entitlements.
For employees with five years of
service, the FrO entitlement is ex-
tremely liberal-five paid days per
occasion. The supervisormust per-
sonally review and approve all re-
guests for PTO, regardless of
whether the need for time off is for
urgent personal business or be-
cause of illness.

rrhe remaining TI benefits are in
1 capital accumulation, or what
we call TI Success Sharing. This
part ofthe program is composed of
three plans: pension, profit-
sharing and stock option pur-
chase. This is the part of the bene-
fits program that we try to empha-

TI believes in

cost sharing of
group plans says
Gene McGarrah.

size the most, and the part that re-
ally pays off for the full career em-
ployees.

The pension plan has eligibility
requirements of age 25 and one
year of service (plus a briefwaiting
period) as required by ERISA. The
profit-sharing plan has an eligibil-
ity requirement of one year of ser-
vice (plus the waiting period). The
stock option purchase plan has a
"one calendar year" service re-
quirement. Vesting in the. pension
plan is 10 years. Vesting in the
profit-sharing plan is graded down

Continued on nezt page

Share in the

$79:2 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 $79.2
million reward in 1979.learn

how you may get your share of
the reward by calling our
National Accounts Division at

214/653-8100.

----- Texas ernp-oyeARs,

 Associanon
insuRance

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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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

Membersof

Texas Surplus Lines Association, Inc. &

National Association of Professional Surolus Lines Offices

1

f

MEDICAL EXPENSE REIMBURSEMENT INSURANCE TRUST

Medical Expense Reimbursement Insurance Trust
provides insured medical benefits for eligible corporate
executives.

Phn Features

· ·Zost Plus Concept
• Group Life Not Required
· Agents/Brokers Fees
· Low Administmtion Costs

· 35% Stop Loss

For Information Contact

Group Sales Department
Ijfe Insurance Company of the Southwest
R 0. Box 47421

Dallas, Texas 75247

1 (214) 638-9226

Life Insurance Company of the Southwest · 1300 West Mockingbird Lane · Dallas, Texas 75247
A Halliburton Company
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1 TI benefit plans
reward service
Continued from previous page
from 25% after four years-to 100%
after seven years.

At TI we have the usual other

benefits found in many compa-
nies: education assistance, em-
ployee recreation and credit union.
In addition, we have a "reserved
parking" benefit; when an em-

ployee completes 20 years of ser-
vice, he is given a reserved parking
permit enabling him to park in the
areas reserved for key managers.
From the employee point of view,

this is probably one of the most
popular benefits that TI offers.

All along the line we have im-
posed service requirements in our

benefit plans: eligibility, amount
ofbenefit and employee/employer
cost sharing. People in other com-
panies, plus many of our newer
employees, frequently ask why
the heavy emphasis on rewarding
longer service. Philosophically, we

want to avoid spending any more
money than necessary on new em-
ployees who are not committed to
staying with TI for a long period of
time-hopefully, a full career. The
company is prepared to make a
fairly generous commitment to
those who stay.

As may be expected, there are
critics o f this "service reward phi-
losophy," especially among new
hires and shorter-service employ-
ees. However, we believe our over-

all benefits program is very com-
petitive. We recognize there is
some shortfall in benefits for the

shorter-service employees, but we
believe this approach is the right
one in terms of our overall staffing
and growth objectives.

.

Gene MeGarrah is benefits man-
ager Of Texas Instruments in Dat-
las, Texas.

Growing companies
set fast plan pace

DALLAS-Fast economic de-

velopment in Texas has given the
state " a leg up on the rest of the
world" in benefits, says Tom
Freeman, a Johnson & Higgins
benefit consultant.

Large firms like Texas Instru-
ments, Dresser and Diamond
Shamrock are setting a fast benefit
pace and businesses all over Texas

are boosting benefit plans to com-
pete.

"We are seeing good executive
perk programs and many addi-
tional benefit developments, in-

, om The Reprint Department ,
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cluding child care, recreational
programs and more deferred com-
pensation plans," he says.

One Texas electronics firm,
EDS, even has its own golf course,
Mr. Freeman notes.

Traditional life, health and acci-
dent benefits, however, remain
stable, limited by state law. Life in-
surance benefits, for example, are
held to twice annual salary to a
maximum of $50,000. Some firms,
however, purchase additional life
coverage for executives at non-
group rates.

"There's certainly a lot o f oppor-
tunity for ESOPs and TRASOPs
and we have seen lots more inter-

est in savings and thrift plans," Mr.

Freeman says of employee stock

We are seeing
good exec perk
programs,' says
Tom Freeman.

ownership plans. "But enthusiasm
and interest haven't turned into

reality yet. Those plans may be
somewhat ahead of us."

Dental insurance plans are par-

ticularly hot now, adds Tom
Hardy, Alexander & Alexander

senior vp.
"We're two to four years behind

the rest of the country on dental,"
he said. "I guess we've had less
union negotiation pressure to
force new coverages."

Long-term disability plans, how-
ever, are widespread among Texas
firms for salaried employees. •

C
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Unique market
causes problems
for businesses

By E. Thomas Miller

EXAS IS IN the middle of thefavored Sunbelt area, and with
the continued infusion of new and
old business relocating to this
area, the state's economic condi-
tion is booming. This rapid and ex-
panding growth will create a need
for a rapid expansion of the insur-
ance and risk management busi-
ness.

As a market for insurance and re-

lated products, Texas has always
been somewhat unique. You often
hear brokers and agents say there
were two ways to handle insurance
problems, the U.S. way and the
Texas way.

I have to believe that the things
that have created the unique char-
acter ofthe Texas market have also

created problems for buyers and
sellers alike.

In my experience, many buyers
have been conditioned by the mar-
ket to accept a conservative ap-

Regulators haven't encour-
aged competition, says Mr.
Miller, a Texas consultant.

proach to their risk problem solv-
ing: buying policies. It is the feel-
ing of many that insurance laws
here have created an isolated
buyer.

But we are finding that large in-
surance-buying companies in
Texas are becoming more sophisti-
cated in their approach to risk
funding. This is good, but only if
these consumers can find the
products that fill their needs here.

1rUY1222]eorAteTar:c:g.
nize the effects of more control
over risk programs, the increase in
cash-flow and lowered expenses
that result from departing from the
"traditional" insurance programs.
These consumers are acutely
aware of the benefits one derives
from unbundling the typical insur-
ance program, accepting more risk
and buying services.

The cost ofrisk transfer to the in-
surance market has long been an
appropriate measure of the
market's ability to meet business
needs-in the eyes ofthe buyer. As
the cost of transferring pure risk
begins to go up-as it surely will if
the predicted downturn occurs-
the buyer will have to be ready
with a feasible alternative.

The msurance law in Texas has

not encouraged "hot and heavy"

competition. For example, Texas
remains one of the few states not

allowing an employer to self-in-
sure workers compensation.

Recently, the commissioner sta-
ted that all paid-loss retrospective

plans must be approved by the
state board. Board members had

earlier indicated that such cash-

flow plans were not within the law.
Nonetheless, the state board

does an admirable job and has

Texas

Viewpoint
shown a lot of courage in making
Texas a unique insurance market.
There is no doubt that the law-
makers will meet the challenge we
are faced with in this decade.

E. Thomas Miller is president of
Scor Risk Management Inc. in Dal-
las.
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WE MAKE IT HAPPEN!!

IhmEX
COST OF INSURANCE IS A CORPORATE CASH DRAIN. YOU CAN REDUCE IT AND TURN IT
AROUND

• you should consider cash flow alternatives
• you should consider a captive
• you should consider ALL your options

INTEX - THE CATALYST USED BY RISK MANAGERS, AGENTS AND
BROKERS, AND INSURERS WORLD WIDE

INTEX DOES NOT SELL OR BROKER INSURANCE

FOR COMPLETE INFORMATION ON HOW WE CAN MAKE IT HAPPEN FOR YOU WRITE OR CALL:
MR. KLAUS J. GEBHARDT, PRESIDENT

2817 REGAL RD. • PLANO, TEXAS 75075
TEL. (214) 867-2200 • TELEX: 732725

PROBLEM:

Three division managers in your corporation
have taken exception to the premiums you

have allocated their divisions. You must
convince top management your

allocations are correct.

QUESTION:

Where should you go to get the information?
All you have is your carrier's loss run, and

that information is already out of date
and inadequate.

ANSWER:

CORPORATE SYSTEMS

Our risk and insurance management system
can equip you to give financial management a
timely, accurate, and comprehensive review of
your company's complete risk program. It will
enable you to communicate such pertinent facts
as premium and loss experience, cash flow to
date, status of exceptional claims, and total
direct cost of risk for each risk type, each risk
group, and each profit center.

Corporate Systems can do that and much
more. With our risk and insurance management
system, you have the tools to accurately iden-

tify and evaluate cost of risk. Tools which
enable you to communicate and allocate risk re-
sponsibility where it occurs, at specific cost
centers within your organization.

If you have a risk management information
problem or question, ask us. We've been pro-
viding problem-solving tools to risk managers
for more than a decade, and our growing client
list of more than 1,100 corporations and govern-
mental entities is proof we've been doing a good
job at it. We can supply the answers
you're looking for.

Burnorate
515 Le ms -Professional Tools for Professional Risk Management

P.O. Box 31780, Amarillo, Texas 79120

806/376-4223,800/8584351 (toll free outside of Texas), Corporate Systems Australia. 390 St. Kilda Road. Melbourne. Australia 3004
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Excess/surplus
Admitted markets take on more importance

By John N. Molbeck

TEJlts]Saleal.Texas ist:
o f the fastest grc,wing states in the
union using just about any mea-
sure of performance. It includes
two ofthe U.S.'smost dynamic cit-
ies, Dallas and Houston.

Surplus lines premiums in
Texas increased more than $16
million in 1979 to nearly $198 mil-
lion. But surplus lines are just a
part of the Texas excess/surplus
brokers' normal operations. The
admitted markiets and specialty

Texas

Viewpoint
programs can be equally as impor-
tant as surplus lines and in some
cases more important.

For example, J.H. Blades's sur-

plus lines volume placed us sec-
ond inTexas in 1979. However, our

pure surplus lines volume repre-
sented only 12% of the total. Al-
though Blades is probably at the

extreme, this scenario is not incon-
sistent for E/S brokers throughout
Texas because of the state's signif-
icant offshore oil, gas and marine
activity.

Tn our 1980 planning, we esti- MI'.
1 mated the marketplace would / 0
begin to tighten in the third quar-
terof1980 andthattheprimeinter-
est rate would hit a high of 13%.
Well, the prime reached 20% and
the tightening of the market is no
nearer this fall than last year.

The m4jor admitted companies
are competing for business that

Sayre 82'R)so, Inc.

Special Risk
Underwriters
For Over
75 Years.
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Not only has the E/S market
not tightened, but it has
gotten more competitive,
says John Molbeck.

just two years ago was quickly and
automatically declined. The rein-
surers are still locked in their

seemingly life-and-death battle to
be "low bidder." As a result, not
only has the E/S lines market not

tightened up, it presently may
even be getting softer, albeit at a
slower rate.

Although this is true in such
lines as builders risks and umbrel-

las that have been periodically
subjected to this phenomenon, it is
now true of lines previously un-
scathed, like directors and officers
liability. Price is still king. There-
fore, our agents believe they must
cover every market to protect
themselves from being blind-
sided. As a result, every potential
market is tapped, resulting in the

E/S broker spending twice as
much time marketing a risk. And if
he is lucky enough to get an order,

it is probably for 50%ofthe 1977-78
premium. Automatic renewals are

a thing of the past.
We have forgotten the argument

that we retain an account because

of creativity and professionalism.
Only the most loyal client will
stick with a broker in the face of a

25% rate reduction.

It is important that we fully rec-
ognize our responsibility under
the Texas insurance code to not

knowingly place surplus lines in-

surance with financially unsound
insurers. Moreover, the Texas sur-

plus lines agent is required to
make a reasonable effort to ascer-

tain the financial condition and

reputation of nonadmitted insur-
ers before placing insurance, as
outlined in the code, Article 1.14-2,
Section 8.

TAP can expect the competition
V V for premium dollars to be

just as severe as during 1972 -74.
However, we do not believe the
downturn will be as disastrous as it

was in 1974-76. Insurance compa-
nies have learned well that a signif-
icant level of inflation is here to

stay and that the double-digit rates

experienced during the last cycle
were not aberrations. Of course, all

of this will be moderated by rela-
tively high interest rates, which
should certainly be well above the
average prime rate of 8.25% we ex-
perienced in the 1970s.

In the near future, insurers will

again adjust underwriting stan-
dards and the market will tighten,
but not to the extent of 1974-76.

There is simply too much capacity
chasing too few premium dollars.

Not only is there added capacity
generated by the bottom-line

profits of the U.S. property and ca-
sualty industry, but capacity also

has been expanded significantly

WHY ITS GOOD BUSINESS TOHAVERANGERS
SPECIALIZED PROTECTION

Our kind of
specialization means a
more knowledgeable

handling ofour customers'
insurance needs.

The dictionary says that to specialize is"to concentrate one's
efforts in a special activity 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.
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by the life insurance giants' seri-
ous entry into the business with
their seemingly limitless supply of
capital. At the same time, foreign
insurers have recognized that the
U.S. domestic insurance scene is

an appropriate place to invest their
currency.

Then there is the New York In-

surance Exchange, which will add
new capital, especially if limited
partnership participations are
made available to investors whose

primary concern may be tax write-
offs and not underwriting profits.
There is also the significant capital
represented by the captive insur-
ance market. Many U.S. corpora-
tions have their own captives and
many more smaller firms are rep-
resented either by their own cap-
tive or through an association cap-
tive.

'I'toreexoftlhe:aometilloekaslZ:
spite increasing loss ratios and in-
terest rates significantly below the
1980 peak. It is a relatively slow
time compared with past frenzy. A
time when many of us are working
on training, improving proce-
dures, controls and forms and con
trolling expenses.

Two long-range trends in Texas
appear to be relevant. First, an in

house underwriting facility will
continue to be important to sue

Law needs

revisions,
broker says

DALLAS-Sunny Texas may be
the promised land for many large
firms, but for brokers it could use
some changes, says Alexander &
Alexander executive vp Mike
White.

Texas state law does not allow

insurance brokers; all commercial

producers must have agency con-
tracts with insurance companies.
And the state supervises commer-
cial insurance rates.

"I think we do need an insurance

reform package here in Texas,"
Mr. White says, "and we can start

with open rates for commercial
risks. For our larger risks, we
could use an open form rule for

premiums over $250,000."
Laws forbidding self-insurance

ofworkers compensation are a big

"It's time we legally allowed
brokers,' says Mike White.

thorn to cash-rich Texas firms, and
Mr. White also would like to see

more freedom to self-insure or plot
large deductibles for firms that
want them.

"While we are into making some
changes, there's also some regula-
tions for agents that would be
worth changing," he says.

"I think it's time we abandoned

the'agency only' concept in Texas
and legally allowed brokers."

The rules that limit broker rela-

tionships with buyers and insurers
also affect agent compensation, he
noted.

"It's also time to eliminate some

of the commission-sharing and
counter-signature requirements
we now have for some situations,"
Mr. White says.

cess. Second, specialization by the
E/S broker will be necessary to in-
sulate profits during periods when
the admitted markets are writing
IE/S lines.

Each of the 1979 top five Texas
E/S brokers has an in-house facil-

ity. Cravens Dargan has the Re-
public, Blades has U.S. Fire, Sayre
& Toso has the Mission, Swett &
Crawford has the Harbor anc

Myron Steves has Surplus Under-
writers Casualty.

In 1978, Blades saw the long-
range benefits of a stable in-house
market, and this was a major factor
in the decision to become part of
the Crum & Forster organization
Crum & Forster recognized tha1
Blades's commission income

could help alleviate the effects of
the cycle, especially because E/S
brokers do their best when the

standard markets are doing their
worst.

John N. Molbeck Jr. is executive vp
for JR. Blades & Co. in Houston.
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London-like
Lloyd's facsimiles help keep
property market competitive

By MARGARET LeROUX

AUSTIN-Arizona may have
the London Bridge, but Texas has
34 Lloyd's-like insurance compa-
nies that have played an important
role in competitive marketing of
property insurance in Texas for al-
most 60 years.

Although patterned after
Lloyd's of London in that the un-
derwriters are the owners and are

liable for underwriting results, the
Texas Lloyd's companies "are a
distinctly American animal," says
W.C. Hassard, treasurer at Insured
Lloyd's of Dallas.

The Texas insurance code grants
Lloyd's companies exemption
from rate restrictions for the cov-

erages they underwrite, a distinct
advantage for them over stock and
mutual insurers during competi-
tive market cycles.

Texas Lloyd's companies are al-
lowed to underwrite commercial

property, inland marine, home-
owners and automobile coverage
in the state.

The first Lloyd's ccmpanies
were established in the early 1920s
when financed auto insurance

"was the line nobody wanted to
write," says Frank Roberts, head
of Fort Worth Lloyd's, one of the
oldest Lloyd's companies in the
state.

Trying to buy casualty
]insurance from a broker

with 2 Purple Hearts?
Call Pike.

Pike] is a full-service E&S agency with in-house authority to quote and
bind. We're young, aggressive and resourceful. We handle the high
riskd no one else will touch. We write coverage on unique situations.
We Bo it professionally. And we do it well. For high risk business of
nearly every kind, call Pike. We do what has to be done. And we do it
wellf

PIWE EXCESS AND SURPLUS INSURANCE

Incorporaceo
14811 St. Mary's Lane, Suite 135 • Houston, TX 77079

(713) 870-9771 • 800-392-2461 • Telex 77-5263

Because Lloyd's companies
permits allow them to appoint at-
torneys in fact to act on their be-

half, a lot of Lloyd's business was
first written by banks and finance
companies.

Today a Lloyd's attorney may
well be a mgjor broker, but the dis-
tinetion between Lloyd's and mu-

tual and stock companies remains:
The latter two can use only li-
censed agents to transact business.

Some Lloyd's companies, like
Insured Lloyd's of Dallas, still
write mostly personal lines busi-
ness. "I like to see a lot of little

risks running around, so no one
risk will kill us," Mr. Hassard says.

"I couldn't sleep at night if we in-
sured the kind of business some of

the other Lloyd's companies in-
sure."

But many of the Texas Lloyd's
companies followed their London
forerunners and got into the
riskier and more profitable com-
mercial property lines.

"When the competition for com-
mercial property and inland ma-
rine business in Texas heated up
about 10 years ago, Lloyd's compa-
nies began to spring up all over the
state," says the president of a Dal-
las-based Lloyd's company who
requested anonymity.

"In order to keep up with the
competition, you either have to be
a Lloyd's company or acquire
one," says a spokesman for Com-
monwealth Lloyd's, another Dal-
las-based company whose parent
is Crum & Forster.

During the last competitive ey-
cle, underwriters from outside
Texas doing admitted business
found their rates undercut by the
London imitators and retaliated by
organizing or acquiring their own
Lloyd's companies.

Fireman's Fund, The Hartford,
American International Group
and the Chubb Group have re-
dently formed Lloyd's companies.

As the head of a stock insurance

company in Dallas that organized
its own Lloyd's company six years
ago notes, "We got tired of losing
business to other Lloyd's compa-
nies."

Lloyd's companies have made
the most impact recently by mar-
keting the Texas multiperil policy.
The broad-form, extended cov-
erage policy is the basis for the cur-
rent highly competitive commer-

cial property market in the state,
say underwriters at Lloyd's com-
panies.

"It allows you to do anything ex-
cept lie, cheat and steal," one

Lloyd's underwriter contends.
Although all insurance compa-

nies licensed to write property
coverage in Texas can write the
multiperil policy, the Lloyd's com-

panies with their freedom from
rate restrictions have the edge.

The insurance department has
uniformly disallowed all applica-
tions for rate deviations on multi-

peril policies by stock and mutual
companies.

Lloyd's companies are also go-
ing after risky commercial prop-
erty because their permits allow
them to underwrite such risks at a

surcharge above the standard pre-
mium rate.

One such company whose book
of business includes risks usually
shunned by the standard market-
restaurants, nightclubs and mat-
tress factories-is Delta Lloyd's,

the first of the "new wave" of

Lloyd's companies that started
forming in 1971.

Delta is also one of the few inde-

pendently owned and operated
Lloyd's companies. Competing
against companies that have the
backing of billion-dollar parents is
tough, says Avrohm Wisenberg,
president of Delta, "but we look

for areas the big companies don't
want to have anything to do with."

Delta's current premium volume
is $8 million, 75% of which is fire
and extended coverage for both
commercial property and home-
owners. "We'll underwrite ex-

tended coverage insurance for
low-value dwellings that the large
companies say you can't make a
profit on," Mr. Wisenberg says.
"We don't mind using a typewriter
instead of a computer and making
a few dollars on a lot o f small poli-
cies.

"We inspect each risk we write,"
he continues. "We have the flex-

ibility of making our own under-
writing decisions and our own
mistakes instead of having our un-
derwriting policy dictated by an
out-of-state parent."

Mr. Wisenberg notes that unlike
some of his competition, "we've
made a small profit every year."

If underwriters at Texas Lloyd's
companies seem overly concerned
with loss experience and profit ra-
tios, it's because, like Lloyd's of
London underwriters, they are
personally liable for the fortunes
of the company.

The Texas Lloyd's companies
have maintained good experience,

Not a single Lloyd's
company has failed
in the 59 years
they have existed.

says the state insurance depart-
ment. Not a single Lloyd's has
failed in the 59 years since they be-
gan receiving permits.

Before a Lloyd's company can
apply for a permit, it must have a
minimum of 12 underwriters and

$300,000 in capital, although "that
amount won't get you off the
ground," says Mr. Hassard of In-
sured Lloyd's. "I usually tell peo-
ple interested in forming a Lloyd's
they'll need at least $500,000 to op-
erate on a very small basis."

Lloyd's companies' reinsurance
arrangements vary; the insurance
department doesn't require them
to have a reinsurer.

Lloyd's companies with an out-
of-state parent often have a rein-
surance relationship with that
company.

Commonwealth Lloyd's, for ex-
ample, owned by Crum & Forster,
reinsures all its business through
International Reinsurance Co.,
also owned by C&F.

Despite the historical up-and-
down swings of the insurance
industry's loss experience, the
Texas Lloyd's companies have
maintained a steady appeal.
"We've seen a consistently steady
number of applications," says
Jack Jones, property insurance
specialist for the Texas insurance
department, "and we don't see any
signs of decline." •



Business boom cre ates buyer's market
HOUSTON-Texas insurers

don't care who shot J.R. They're
too busy writing the insurance for
all of the new businesses setting
up in the state.

"Over 1,000 people per week are
moving in here," says J.D. White,
executive vp ofAmerican General
Fire & Casualty Co. "With the
increased population there's an
increased need for goods and
services."

"There's new construction and
road-building everywhere you
go," adds AGF&C's John R.
Hitchcock. "As I look outside the
window I can see six cranes
swinging."

Texas, the energy capital of the
United States, is drawing
businesses in record numbers. The
large number of potential new
policyholders has created more
competition in the marketplace,
however.

"We're forced to give more
dividends and deviations to
policyholders," Mr. Hitchcock
says. "It's truly a buyer's market."

"There is a tremendous demand
by policyholders for relief on
premium payments," says vp
William E. Dandy. "This is felt
more strongly on the larger
accounts of maybe over $1 million.
They would prefer paid-loss retro
plans."

Such cash-flow plans are nct
now allowed in the state, however,
for auto, workers compensation
and general liability. These all
have rates and forms set by the
Texas insurance department.

But Texas insurers are finding
ways of getting around the
stringent requirements ofthe state
insurance department. "Insurers
have to use more and more ofthese
deviations and dividend programs
to attract companies. There is a
large amount of deviations for
those lines which don't qualify for
dividends," Mr. Dandy explains.

Buyers are also less likely to
suffer huge rate increases, the vp
adds. "There is a tendency to
suppress the indicated rate
increases by the companies
making money on their

investment income."

Texans are going to see an
increased influence on the market
by businesses not headquartered
in Texas, says theinsurer. "There
is an enormous outside

influence-and even foreign
influence-on land ownership and
the development of property," Mr.
White says.

California firms, in particular,
are attracted by the cheaper land,
he says. "They might bring with
them some ideas for coverages and
premium payment plans."
California is a fairly "open" rating
competitive state except on
workers compensation risks, the
opposite of Texas.

Texans so far seem undaunted
by the economic woes assailing
the rest of the country. Refining,
exploration and the production of
petroleum have opened up a whole
new world of goods and services.

"It's an enormous industry not

Broker predicts
competition pinch

HOUSTON-Insurer competi-
tion "is a disaster," reports Chuck
Burton, chairman of Corroon &
Black of Texas. "Companies just
haven't realized that they have
gone too far."

Umbrella liability premiums are
averaging 25%1owerthanlastyear,
he says, and property premiums
are dropping 50% to 60%.

"Property insurance is so under-
priced right now that the insurers
are really going to feel the pinch in
12 to 15 months," he said. .

'With an increased

population, there's an
increased need,' says
J. D. White.

impacted by the recession at all,"
Mr. Hitchcock says. "Payrolls are
high. This creates a need for more
insurance."

American General Fire &

Casualty Co. is the largest regional
office of the Maryland Casualty
Co., a subsidiary of American
General Insurance Co. Established
in 1926, American General is

cce I - -n-1

_1_ m=ML ,u , -Eli/At unn

lunuu-F-- ilq.0.

r--

...10
FE:tl  31 re '111'

if you are looking for:

• An experienced staff of Regional • Efficient claims service
Group Representatives

• Competent administrative systems
• Flexibility in plan design

• A Full line of Group Permanent
products

IdD

/16 1
9/

[jou
RM:

6B6

ranked by Fortune magazine as
the 13th-largest diversified
financial company in the United
States and the largest insurer in
Texas.

The company has three

operating divisions: life, property/
liability and other financial
services. Premiums written for
property/liability totaled $706.1
million in 1979, with a 98.9%
combined loss ratio. Premium
income for the first six months of
1980 is $357.7 million.

The American General group of
companies employes about 9,000
individuals. There are 11

companies under its life insurance
division, which is the seventh-
largest shareholder-owned life
insurance group in the United
States.

The property/liability division,
with the recent sale of its Fidelity
& Deposit Co. of Maryland now
has six subsidiaries.

The American General Fire &

Casualty Co. is the largest
subsidiary of the company's
flagship property/liability firm, the
Maryland Casualty Co. in
Baltimore. Based in Houston,
AGF&C has branch offices in
Dallas, San Antonio, Lubbock and
El Paso.

In addition to Mr. White, who is
executive vp of American General
Fire & Casualty, the other
Maryland Casualty Co. officers
are: H.J. Brememann Jr.,
chairman and president; Marvin
Ham, senior vp; L.L. Lucas, senior
vp; Don Burke, senior vp; Bill
Darragh, senior vp, and Don
Hutson, senior vp. •

We've Had

Thirty-three Years
Experience J

Serving

BIG
GROUPS "

And

LITTLE
GROUPS

Groups are People

and We're the

People Company

• The latest in Group, Life and
Health Care concepts

then Republic National Life is the company for you.

GROUP FIELD OFFICES

Atlanta, Georgia
(404) 237-2282

Chicago, Illinois
(312) 922-5906

Dallas, Texas
(214) 824-0131

Houston, Texas
(713) 527-0340

Lubbock, Texas
(806) 763-5024

Kansas City, Missouri
(816) 931-2012

Los Angeles, California
(213) 386-6860

Memphis, Tennessee
(901) 767-2374

Philadelphia, Pennsylvania
(215) 922-5086

San Francisco, California
(415) 981-2310
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Exec forese
DALLAS-Texans will join in a

trend toward less rate regulation
for workers compensation,
predicts the state's largest workers
compensation insurer.

Insurers are now heavily

es fewer comp regulations
regulated by the Texas insurance
department, but John F. Stephens,
chairman of the board and

president of Texas Employers,
says a change is in the wind.

"The trend is toward more open

RIS NATIVES, INC.

 Austi , Texas

e self-funding and cash o "manaalternative o

competition rather than the rigid
rate regulation of the past," he
says. "Throwing all of the rules out
of the book won't happen The
question is how far _n the direction
of open competition we'll go."

• Corporate ri or off-

shore captiv ent.

• Association ddvisors for insurance, self insuranc and

special progrfms for members.
r-=8ielt.:omaaseement consultants for cities, scho Is,
Nyunties, hospitals and other political subdivisions. \
• e* prevention services, reinsurance and retenti n

evaINations. feasibility studies and complete risk consu)-
tant Abrvices.
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We would invite you.to contus for a mearRj'ful dialogue.
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Ross Blumentritt, CPCU, CLU P.O\@ox 1766. *ustin, Texas 78767
President 45!*1*ne (512) 443-0954
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To RFC Intermediaries

a source of facultative

reinsurance. RFC offices

naGonwide extend your
facultative reinsurance
access into more than

250 different reinsurance
markets. And RFC stands

ready to service claims and
help evaluate risks, too.
For facultative reinsurance

and treaty coverage as well,
turn to RFC's marketplace
know-how and expertise.
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The Continental Corporation
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Mr. Stephens predicts workers
compensation insurers will have a
file-and-use law, with regulators
reviewing solvency, rate filings
and experience.

"There badly need to be some
controls," he says. "A lot of insur-
ers don't know anything about the
business and shouldn't be in it."

Texas Employers, which writes
about 20% of the workers

compensation in the state, has
been in business since 1913. The

largest portion of its premium
volume, about 26%, comes from
the contracting industry.

Texas insurers are seeing the
same trends mirrored in other

parts of the country, Mr. Stephens
says. Policyholders are increas-
ingly turning to consultants and
are looking for more ways to hold
on to their premium dollars longer.

"There is more and more

demand for cash-flow and more

competition on the large risks than
we've ever seen before," Mr.
Stephens says. "Some insurers are
writing at a known loss."

Insurers are increasingly getting
into this "goofy" area of com-
petition," he remarks. No turn-
around is expected.

Litigation is also growing, says
the board chairman.

"We have a greater attorney
involvement in Texas than

elsewhere," he says. "It's
necessary to spend a lot more
money in attorney's fees."

But money is available. Texas

leads the nation in energy produc-
tion and is attracting scores of new
businesses.

The oil industry comprises
about 17% of the total premium

"Throwing all the rules out won't

happen," says John F. Stephens.

volume in Texas, Mr. Stephens
says. About 9% of the workers
compensation premium is written
by Texas Employers.

Texas Employers had an earned
premium volume of $214 million
last year, a 10% increase over 1978.
Headquartered in Dallas, the firm
has about 2,200 employees.

The combined loss ratio was

70.7% in 1979, compared with
73.9% in 1978. The figure for the
first six months of 1980 is about the

same as that in 1979, Mr. Stephens
says.

In addition to Mr. Stephens,
other officers of the firm are: W. T.

.Jones, vice chairman; Dewey G.
Williams, executive vp; William H.
1Iuff III, senior vp and general
counsel; Tyrus R. John and Gar-
land M. Neal, senior vps. •

Open rating may resurface
AUSTIN-Open rating, a peren-

nial sore spot among insurers in
Texas, may draw more lobbying

when the Texas legislature con-
venes in January.

Though the state insurance

board will not introduce a pro-
posal to end rate controls, at least
two of the three appointed gov-
ernors are reported to have an

open mind about the situation.
Proponents say open rating

would make the industry more

competitive and re'sponsive. Op-
ponents believe rate review has
served a constructive purpose be-
cause it has kept insurers solvent.

Another hot issue is self-insur-

ance of workers compensation,
which Texas does not permit. The
Texas Assn. of Businesses favors a

change in this law and companion
legislation for open rating of prop-
erty/casualty insurance. •
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THE SAME

OLD LINES?
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For all your

including
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Oil Patch - both Land

and Offshore, ranging
from Oil Lease Operators
to Drillers & Divers

III J. D. TULEY Trucking -Local/Longhaul,

 & ASSOCIATES Inc Trailer Interchange
11777 Katy Frwy., Suite 100 All commodities
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Regulators' restrictions

' stylecramp insurers
By JILL KAPLAN

FORT WORTH-Catering to an
expanding market, Texas insurers
feel cramped by the state
insurance restrictions.

Rates and forms in the state are
controlled by the Texas insurance
department and self-insurance is
still not allowed.

"We don't have the flexibility in
rating and product development
that we'd like," says Glenn B.
Morris, president and chief
executive officer of The Equitable
General Insurance Co., formerly
known as Houston General
Insurance Co.

"Most of the business we'd like

to get into, we can't do," Mr. Morris
says. "The state has control over
forms and rates. If there was a new

exotic coverage we wanted to
write, we couldn't."

Texans are just now getting a
readable policy for the first time,
he says. Property/casualty

'Package policies
are what people
are buying,' says
Glenn B. Morris.

package plans, restricted by law
several years ago, are beginning to
get off the ground.

"Property/casualty plans are
becoming increasingly popular.
Package polices are what people
are buying," he explained.

Even though insurers operate in
a fairly proscribed market, most
are satisfied with current law. "I

happen to think it works pretty
well," Mr. Morris says. "On the
balance, the Texas insurance
department is the best we've ever
had to deal with. Regulators are
reasonably cooperative."

Houston General is not involved

in the oil and energy business now
booming in Texas, but is studying
whether to expand to the service-re-
lated needs of the industry.

"I feel that we should," Mr.
Morris says. "We are looking into

how much additional money is
generated in addition to the major
oil companies. It's doubtful that
Shell and Exxon would come to

us. They're mostly self-insured or

Population boom
Texas is hundreds of miles of po-
tential, says the Washington-based
Kiplinger Report. Its population
will reach 18.3 million in the year
2000.

4

on another plan. We're not a
national company so we don't
want those kinds of risks."

The Houston General Insurance

Group was purchased in 1974 by
The Equitable Life Assurance
Society of the United States, the
third largest life insurance
company in the world.

The four subsidiaries ofThe Eq-
uitable General Insurance Group
are Houston General Insurance

Co. of Texas and The Equitable
General of Texas, Iowa and Okla-
homa. Houston General Lloyd's is
an affiliate.

The group sold about $150

million in premium in 1979, which
Mr. Morris expects to duplicate
this year. Premiums written for
the first eight months of 1980
totaled $91 million.

Houston General, which deals
almost exclusively in Texas, hit
$50 million in premiums for 1979.
The company's combined loss
ratio for both 1979 and the first six
months of 1980 is 93%.

The Equitable Insurance Group
employs about 1,150 people, 350 of
whom work for Houston General.

Other officers include: Richard
R. Beck, senior vp; David N.
Hogue, vp, and John A. Wrigley,
VP.

r
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about your marine insurance. More, we invite
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Severe weather conditions, from the severe does and hurricanes, can play havoc with the
heat wave and drought of this summer to torna- Texas insurance market.

Texas weather

threatens market

with buffeting
By JILL KAPLAN

DALLAS-Hurricanes,
droughts and tornadoes are a
stormy issue in the Texas insur-
ance market.

Some insurers lie in wait each

season, fearful that a string o f ma-
jor hurricanes could turn the mar-

ket topsy-turvy. Most just accept
the weather and keep their fingers
crossed.

"Ifyou're going to do business in
Texas, you've got to anticipate di-
sasters and hurricanes," says A.J.
Tyler, president of The Trin-

1

2 7
Agents lean
onus&we

like iti
\4 5 9

BLADES GROUP
Wholesaler for Specialty Lines

713/780-8770 P.O. Box 22003, Houston 77027 · 512/826-2378 P.O. Box 17187, San Antonio 78217
918/664-1620 P.O. Box 3328, Tulsa74101 · 303/623-0677 2270 Energy Center, Denver80202

504/525-0873 640 One Shell Square, New Orleans 70139

ity Cos. "You've got to excuse
tornadoes and hurricanes as part
of the game."

What has some insurers balking
is the mandatory participation in
the Texas catastrophe pool, in-
tended to protect property owners
in the coastal area from windstorm

and hurricane damage. All insur-
ers must share the losses.

"The premium charged is not
sufficient to cover the losses," Mr.
Tyler says. "In no way will it be
sufficient when a devastating hur-
ricane might strike."

Mr. Tyler suggests stricter re-
quirements be set up for building
in hazardous areas. "Certainly
larger premium charges for busi-
nesses with properties in that area
would be in order," he says.

But there are advantages to do-
ing business in Texas. Mr. Tyler
rates the legal climate as one o f the
market's best features.

"We've got a heck of a lot better
situation than in California where

the lawyers and judges haul the in-

surance companies into court,"
Mr. Tyler said.

"Texas still has a rather conserv-

ative legal climate. The laws are
not such that the insurance com-

pany is apt to be saddled with
punitive damages for this or that.
Juries are less apt to give payouts,"
he said.

Workers compensation is the ex-
ception. The law causes a much
greater proportion of the cases to
"get into the hands of the attor-
neys," he says.

Texas differs from the other

states in that property and auto
rules and rates are set by the insur-
ance department, rather than by
the Insurance Services Office, he
says. But that hasn't helped com-
bat competition.

"Companies are deviating 30% to
35% off the state rate," Mr. Tyler
says. "The state has to approve the
deviation, but I don't know of any
that has been turned down."

Rate slashing is rampant, he
says, with companies trying to
outdo the competition with new
programs, particularly packages.

"The trend is toward more pack-
aging and simplification of forms

to make for easier rating," Mr. Ty-
ler says.

The Trinity Cos., owned by Tele-
dyne Corp. in Los Angeles, is made
up of four subsidiaries: Trinity
Universal Insurance Co., Security
National Insurance Co., Trinity
Universal Insurance Co. of Kansas

Inc. and Trinity Lloyd's.

"We'll write $85 million of pre-
mium in Texas this year," Mr. Ty-
ler estimates. About 40% will be in

commercial lines and 60% per-
sonal. The company wrote $55.6

million in Texas from January to
August and is averaging $7.5 mil-
lion per month. The Texas market
generated $72 million of premium
last year.

The combined loss ratio for the

Texas market through June 1980 is
94.2%. The combined loss ratio

was 92.7%, including dividends, in
1979.

Nationally, the Trinity Cos. in-
creased premiums written to
$111.7 million in 1979, againof 13%
over 1978. The combined loss ratio

in 1979 was 92.9% after dividends,
not quite as good as 1978's 83.5%

Besides president Mr. Tyler, offi-
cers of the Trinity Cos. are:

J.V. Jerome, chairman; John C.
Spence, vice chairman; Barnett
Williams, senior vp and treasurer,
and Leon Dickey, senior vp. •
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City shares
concerns

of business
By Roy L. Ray

Cost containment

URING THE PAST decade, theUnited States has seen a very
sharp increase in the quantity and
quality of health care services. This
growth has been oftremendous benefit
to most Americans, but it has unfor-
tunately been accompanied by an
alarming increase in the cost of health
care. In fact, statistics from the federal
government indicate the cost of health
care has risen considerably faster than
the quality.

Just why is the city of Akron con-
cerned about the high cost of health
care? First of all, we provide health
care services. Our department of pub-
lie health has an annual budget of
nearly $4.5 million. Much of those
funds support clinics and health ser-
vices for those who might otherwise be
without basic care. The city also pro-
vides a highly regarded ernergency
medical service that last year cost more
than $1.5 million.

The second reason for our interest in

cost containment is easily forgotten by
the average taxpayer. Akron is also one
of the area's major employers, a
multimillion-dollar customer of the

health care industry. We currently pay
health benefits for approximately 4,000
active and retired employees. Our in-
surance bill comes to nearly $4 million
a year, not including dental benefits.

As an employer that must meet these
increasing costs each year, we share
the concerns of the private sector. We
realize, perhaps a bit belatedly, that we
must work together as organizations
and private citizens to help contain this
skyrocketing cost.

First of all, we must understand the
extent of the problem and some of its
causes. The statistics I quote here are
from the U.S. Department of Health
and Human Services and are no more
reliable than most statistics, but I think
the trends they indicate are valid.

As recently as 1965, the U.S. spent a
flfull 6% of its gross national prod-
uct on health care. Today that figure is
more than 9% of the GNP. That's con-

siderably higher than in other indus-
trialized nations. The nation's total
health bill last year was $206 billion:
$980 for each man, woman and child.
In 1965, that figure was just $198 per
person.

Of course much of this can be
blamed on inflation. What costs

haven't skyrocketed since 1965? But
the fact is, health care costs have been
rising considerably faster than infla-

Roy L. Ray, mavoT Of
Akron, Ohio, ad-
dressed Connecticutf General Life Insur-

)1 ance Co. group poli-
A cyholders.
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Akron's emergency medical service cost the city more than $1.5 million last year of its $4.5 million budget.
tion. The government predicts that at
the present rate, the cost of health care
could double every five years.

Despite the impressive improve-
ments in our health care delivery sys-
tem over those years, it is difficult to
say that the quality of health care has
kept up with cost. Employers that have
made tremendous increases in their

outlay for health benefits have not seen
impressive improvements in absentee
rates and productivity.

Many factors have led to this situa-
tion, and there's blame enough to go
around if we want to start pointing fin-
gers.

The patients have for too long
thought of their health care as being
free. They do not realize that the real
costs of health care, while they appear
to be paid by company or government
benefits, are ultimately coming out of
our own pockets. They have also been
too quick to put themselves comple-
tely in the hands of health profes-
sionals. They have never been con-
cerned about their roles as consumers
of health care, giving those medical ex-
penditures the same thoughts and
scrutiny they would other purchases.

The health care industry, the doctors
and hospitals, can also share the blame.
They have been allowed to operate for
too long without the restraint of open-

market competition that plays a role in
keeping costs down in other areas of
our economy. As they have invested in
new, expensive technology and ex-
panded their bed capacity and ser-
vices, they have not always shown full
concern for the resulting cost in-
creases.

As Washington spends more and
more on health care, primarily through
the Medicare and Medicaid programs,
it has shown increasing concern about
the high cost. This interest can only
build in coming years with the likeli-
hood of national health insurance. Of

course, the federal government's so-
called solution will most likely take the
form of some imposed regulation.

G iven Washington's track record asa regulator, I don't think any of us
would be optimistic about its chances
for success. Nor can we be certain what
effects such regulation would have on
the quality of health care that would
result.

It is important to us, as the people
who pay for health care through our
corporations or governments, to work
for cost containment. It is important to
keep our own costs down, improve the
health and morale of our employees
and avoid the uncertainties of imposed
regulation.

There are several ways the city of
Akron is working in this direction.
First, we are cooperating with our area
hospitals in their own voluntary efforts
at cost containment. A blue-ribbon
committee of local business and gov-
ernment leaders meets regularly with
hospital administrators to gauge
progress toward reducing costs and
developing cooperative ways to
achieve those reductions.

We also participate in the efforts of
our local health systems agency. I hope
you are aware of the work of the HSA
in your community.

These agencies, sponsored by the
federal government, offer an opportu-
nity for citizens, business and local
government to work with the health
care profession in planning for ra-
tional, cost-effective growth in local
services. With the power to approve or
disapprove expansion, it is estimated
that HSAs nationally saved their com-
munities more than $1.5 billion last
year in unneeded facilities and equip-
ment.

Finally, we must find a more effec-
tive way to communicate to our em-
ployees the stake they have in keeping
the lid on costs. We must make them
see that they are actually paying, in-
directly, for the medical care that
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Swedish upswing
Homogeneous market learns from its past

By Diana W. Wormuth

THE TIGHT, homogeneous Swedish market,which has known both good and bad years in the
past decade, is now in the middle of an upswing. The
outlook is for a continued recovery, even if more mod-
est than before. The Swedish non-life insurance sec-

tor has followed a pronounced cyclic trend through-
out the 1970s, with deficits in 1970-71 and 1975-77 and
good results in 1972-74 and 1978-79.

Sweden, still functioning as a "mixed economy"
where state and private capital complement each
other, is one o f the most prosperous countries in Eu-
rope. A tradition o f nationwide trade unions, employ-

ers federations and a well-developed welfare system

has led to a society highly sensitive to social, legisla-
tive and economic changes. The 8.3 million popula-

tion is well educated and most people have several
kinds of insurance in addition to the health care pro-

vided through state agencies.

Insurance legislation is currently under review by
the government. But a number of de facto modifica-
tions have been made to protect the citizen. Compul-
sory health and pension insurance schemes have
emerged from agreements between the parties in the
labor market. Consortiums for certain broad insur-

ance schemes, such as no-fault patient and pharma-

*K
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ceutical care, have guaranteed citizens recognition of Swedish employers, like this Kockums Shipyard, buy private no-fault insurance.
their loss or injury without involving court proceed-

ings. Similarly, a privately financed insurance consor- capital and ultimately the conditions necessary for the United States.
tium administers the employers no-fault insurance, the larger companies to expand internationally. Non-life business regained momentum in 1977 after

the equivalent of workers compensation. the decade's low year, 1976, and closed 1979 with good

The Swedish market is essentially brokerless and TX Thilethe presence ofa few large insurers lends the results. The dramatic change is illustrated by
dominated by three major insurance groups: Skandia, V V market a certain uniformity, it also means the Skandia's own results. The aggregate result for Swed-
Trygg-Hansa and Folksam, which account for some results of one or more of these major underwriters ish non-life business in 1975-77 was a deficit of $72
80% o f the market. An association of county mutual affect the whole complexion of the industry nation- million, but the turnaround yielded underwriting sur-
insurance companies constitutes the fourth group wide. pluses in the last three years contributing to a 1975-79

writing major business nationwide. Skandia Insurance Co. Ltd., which writes about surplus of $38.6 million.

This oligopolistic situation has historical origins. In one-third of the total domestic private insurance and Inflation in the mid-1970s led to an increase in pre-

the first postwar years the government encouraged a has the best-developed international business of the mium volume, while also entailing a decrease in the
concentration in the insurance industry through Swedish companies-more than 50% of the group's market value of bond portfolios and a need to bolster
amalgamations, which resulted in stiff cost competi- 1979 overall premium volume of $1.·7 billion came reserves, which affected the solvency margins. The
tion, lowering of operating costs, a concentration of from the international operations-is a good case in drain on surplus funds experienced by all Swedish

point. insurers during the last downswing was serious

Skandia Group's worldwide organization now in- enough to preclude competition through price-cut-

 Diana W. Wormuth is a communica- cludes offices in 22 countries. In the New York.based ting now that better days are here.

 tions specialist for Skandia North American zone alone, 1979 gross premiums The accumulated profits that customarily cushion

America Reinsurance Corp. in New
were $228.3 million. New operations included Hudson against temporary dips have eroded. It appears the
Underwriting Ltd. and the two Skandia-spearheaded Swedish insurance industry has learned the lesson of

York City.
joint ventures Hudson Reinsurance Co. Ltd. in Ber- the past, which means the current profit period
muda and American-European Reinsurance Corp. in should be longer. .

Balancing job and family can be tricky
By Z'ev Kronish

Tradeoffs: Executive, Family and
Organizational Life

By Barrie S. Greiff and Preston K.
Munter

New American Library, 1633

Broadway, New York, N.Y. 10019

201 PP., $10.

TODAY'S EXECUTIVE is an aero-bat striving to perform on the cor-
porate team while keeping health and
family intact.

The risks stemming from conflicting

demands ofjob and family have never

Z'eu Kronish is in the ctaims depart-
ment at National Health & Welfare Mu-
tual Life Insurance Assn. His reviews
of management books appear regu-
larly in BI.

book & ideas
been greater. The theme o f this book is
that stress in one area affects the other.

"Tradeoffs create pressures as often
as they relieve it," Dr. Greiff and Dr.
Munter write. You give a little, gain
momentary peace of mind, but soon
realize the equilibrium doesn't last

long. Often the executive endures by
seesawing between euphoria and sad-
ness and by going through the motions
of working out complex human rela-
tions problems.

The buzzword in this book is "pres-
sure," which increases as the executive
gets older and reaches a plateau. Doubt

about choices creeps up and the con-
flict between job and family becomes
more intense.

"Tradeoffs" is a welcome volume be-

cause it reflects the new dimension in

organizational behavior that has re-
cently begun to surface: an era ofjob-
family crisis.

Look around and you'll see the im-

pact of the corporation, career and
marriage on each other; gears grind as

emphasis shifts. This should not come
as a surprise once one accepts the

premise that they overlap.
Dr. Greiff and Dr. Munter point out

that "executives with street sense

know they shouldn't place their job in
competition with their family." Ac-

cording to the authors, the key to ba-
lancing organization and family is es-
tablishing priorities, particularly in al-

locating time.
Although the organization can be as

demanding as a domineering parent

and as generous (with benefits, for in-
stance) as a doting aunt, employees to-

tiay tend to resist pulling up stakes and

disrupting family routines, a sharp
change of attitude in just a few years.

But there are still times, Dr. Greiff

and Dr. Munter warn, when executives

and spouses typically fall into a trap by

deluding each other with promises o f a
rosy tomorrow for family sacrifices to-

day. Postponed pleasures have a way
of becoming an addiction and ulti-

mately a bitter pill.
Executives have to learn early on

that it is better to mesh careers and

family growth. Otherwise trouble
lurks.

In addition, women's careers have

become a dominant force. Female ex-

ecutives are beginning to suffer from
the stresses of conflicting corporate
and family demands. One way to over-
come some of the marital difficulties is

to build a feeling of collaboration. •
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'Comfort' level helps pin point retention
By Robert 1. Willar

MANY FIRMS experience somedifficulty in establishing an opti-
mum risk retention level. Basically,
three factors should be considered in

the decision process: the financial ca-
pacity of the firm, the predictability of
anticipated loss activity and the poten-
tial savings from risk retention versus
transfer. The first factor generally es-
tablishes the firm's maximum reten-

tion level, while the second establishes
a minimum level. The third then acts as

a focal point to achieve the optimum
level between minimum and max-

imum amounts.

Not all managements have the same
inclinations toward risk taking. Some
are obviously more dynamic and ag-
gressive than others. There are no
black and white or good and bad situa-
tions in the risk-taking realm. The only
test of prudent risk taking is the ulti-
mate success or failure of the firm.

Explore, through discussion, the risk
retention "comfort" level ofyour firm's
management team. Sensitivity anal-
ysis can be an effective tool here. Start
by initially bracketing two extreme
risk retention levels (high and low),
then continually narrow the focus until
an apparently acceptable level is ac-
knowledged.

For instance, you might start with a
$1 million per occurrence retention at
the high end and a $100 per occurrence

 Robert I. Willar is a
- - 9 staff consultant with
'11 Bayly, Martin and

Fay Inc. in Los

 Angeles.

at the low end. Then you would ask the
executive if the $1 million retention
seems reasonable, given his perception
ofthe firm's financial capacity. Assum-
ing a negative response, you would
then try the $100 retention. Again, as-
suming a negative response, you
would decrease the high retention and
increase the low. Repeat the process as
many times as necessary.

Don't be disappointed if you get a
range o f outcomes in the final analysis.
Management's perceived relevance of
the maximum risk retention level will
determine whether it is actually a
fixed-dollar amount. In other words,
factors two and three may very well
affect management's perception of the
firm's financial capacity to absorb acci-
dental losses.

redictability of anticipated lossesestablishes a minimum risk reten-

tion level. Review your own loss activ-
ity over the last four or five years. Enu-
merate the individual loss amounts by
dollar-sized intervals. Up to the inter-
val where you can expect at least one
loss per year, your loss activity is pre-
dictable.

Table 1 exhibits a typicalloss stratifi-
cation chart. Notice that loss activity
up to the $25,000 per occurrence level
is reasonably predictable. Once again,
if you can expect at least one loss of a
particular size year after year, it is pre-
dictable.

Most underwriters use experience-
and loss-rating exercises to determine
your premium level. In addition to
charging you for your own losses, they
add to the total to cover their expenses
and profits. In this instance, retention
rather than transfer will minimize

Transitco Inc.

Auto Liability Loss Experience
Jan. 1, 1975 to Jan. 1, 1980

Dollar Interval No. of Losses

(Five Years)

0

100

250

500

1000

2500

5000

10000

25000

50000

100000

250000

500000

100

250

500

1000

2500

5000

10000

25000

50000

100000

250000

500000

above

long-range cost for the buyer.
One of the basic tenets of risk man-

agement is, "Don't risk a lot for a little."
If the premium credit for retention is
insufficient to offset the potential risk
ofloss, transfer will be more attractive.

For example, if you are currently
paying $250,000 a year for general lia-
bility insurance and the underwriter
offers you a $125,000 credit for a
$25,000 deductible, you might consider
this attractive. If an additional $1,000
premium credit for a $50,000 deducti-
ble is offered, the additional $25,000 re-
tention per occurrence would certainly
be less palatable.

The minimum point has historically
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1
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1
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0.0

0.2

0.0

0.2

0.0

been determined subjectively. In this
case, the decision maker subjectively
determines the point where the risk
versus savings trade-off is no longer in
his or her favor.

Today, it is possible to quantify the
minimum cost of risk point by com-
puter and Monte Carlo loss simulation
model. This technique, available
through major insurance brokerage
and consulting firms, is capable of esti-
mating expected retained loss activity
at any level.

By quantifying the expected re-
tained loss portion of the cost of risk
equation, you can now objectively de-
termine the best retention level. •

Worker can't collect both comp, group benefits
legal briefsGEORGIA APPELLATE court re-luctantly ruled that in a conflict

between a certificate issued under a

group insurance policy and the master
policy, an employee was not entitled to
recover a claim under the group policy
in addition to workers compensation.

The employee was injured on the job
and recovered benefits under workers

compensation. She was also covered
under a group insurance policy issued
to the employer. The certificate deliv-
ered to the employee excluded cov-
erage for occupational injury incurred
in the course of work for an employer
"other than the group policyholder."
But the master policy issued to the em-
ployer excluded any occupational in-
jury incurred while working for any
employer subject to the workers com-
pensation law.

The employee filed for benefits un-
der the group policy. When the claim
was denied, she sued and won in the
trial court.

A group insurance contract is made
up of the master group policy and the
certificate, which must be construed
together, the court said.

Thus, the employee was bound by
the provisions of the group policy, the
certificate being just evidence of cov-
erage. The court said that "justice is
not well served by this rule oflaw," but
the legislature, not the courts, should
provide the remedy. Morrison Assur-

ance Inc. vs. Armstrong, Georgia court
of appeals, Jan. 8, 1980 (BI/01/Au.-$4).

Emotional disability
In order to determine eligibility for

workers compensation, an Oregon ap-
pellate court ruled an employer must
accept workers as he finds them with
all latent and obvious physical and
mental deficiencies.

The claimant, a 26-year-old college
graduate, was employed by the state
liquor control commission. In prior
jobs she had conflicts with her supervi-
sors and fellow employees after she
took actions to correct what she per-
ceived to be illegal or immoral activi-
ties.

Similar conflicts arose on her job
with the commission after she ob-

served what she concluded'were illegal
and immoral activities on the part of
the agency.

She was subjected. to criticism, in-
timidation, investigation of her private
life and intense employee counseling
sessions.

After one such intense session, she
consulted her physician and was
diagnosed as having an acute anxiety
depression syndrome resulting from
employment stress.

She took time off from work and

sought temporary workers compensa-
tion benefits. The state denied her

claim but the compensation board
awarded benefits.

On appeal, the state argued that her
evident personality traits created con-
flicts with her supervisors and thus her
personality, not work conditions,
caused the disability.

The appellate court said that al-
though the claimant may have been
more susceptible to anxiety and de-
pression, such was not a basis for deny-
ing compensation. Paresi us. State Ac-
cident Insurance Fund, Oregon court
of appeals, Feb. 25,1980 (BI/03/Au.-$4).

Exclusion clear

A federal court held that a compre-
hensive business liability policy exclu-
sion was not ambiguous and so re-
leased an insurance company from de-
fending a suit brought against a policy-
holder.

CM Inc. contracted to perform mine
development work for Homestake·
Mining Co. Under the contract, CM
agreed to hold Homestake Mining
harmless on account ofall claims, dam-
ages, losses and litigation arising out of
injury or death sustained by CM em.
ployees under the contract.

CM had a comprehensive business
liability policy underwritten by Cana-
dian Indemnity Co. and a workers
compensation policy underwritten by

Employer's Insurance o f Wausau. CI's
policy excluded coverage for bodily in-
jury or death of any CM employee
while engaged in CM business opera-
tions.

Two employees were fatally injured
while employed on the Homestake
project. The estates of the employees
sued Homestake.

Homestake, in turn, sued CM under
the "hold harmless agreement" and
CM tendered the claim for defense un-

der both policies. Both insurance com-
panies denied coverage. CM filed suit
to seek a declaration that CI was ob-

liged to defend.

CM argued, in part, that the exclu-
sion was intended only to cover claims
brought by an employee directly
against his employer and not claims
brought indirectly through a third
party.

However, the court concluded that
the policy exclusion relied on by CI
was clear.

"There is no other policy issued by
CI to CM," the court said in its deci-
sion,"which excludes coverage for em-
ployees any more clearly than the pol-
icy in question."

Therefore, Canadian Indemnity was
held not liable for CM's debt to Home-
stake. CM Inc. vs. Canadian Indemnitv
Co., U.S. District Court for the District
of South Dakota, Jan. 14, 1980 (BI/03/
Jy.-$4). •
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datebook  /
OCT. 26-29. Communicating Employee Rene-
fits Con ference in C hicago, sponsored by
Business Instirance; $385. Crain Educational
Divison, 740 N. Rush St, Chicago. Ill 60611.

NOV. 3. Brief Course in Reinsurance in Chi-

cago, sponsored by The College of Insurance;
$125. The College of Insurance, 123 William St.
New York, N.Y. 10038, 212-9624111.

NOV. 6. Bankers Blanket Bond Seminar in
Dallas, sponsored by the Risk & Insurance
Management Society Inc. Also Nov. 1 in Den-

ver. Registrar, Bankers Blanket Bond Sympo-
sium, 1120 Connecticut Ave. N.W., Washing-
ton, D.C.; 202467-4000.

NOV. 6-7. Toxic Waste Disposal: A Rational

Approach Conference in Washington, D.C.,
sponsored by Interforum Group Inc., $525.
Also, Nov. 20-21 in Chicago. IGI, 68 William
St., New York, N.Y. 10005; 212-269-2240.

NOV. 10. Vocational Testing Seminar m San

Francisco, sponsored by the California
Workers Compensation Institute and Califor-
nia Assn. o f Rehabilitation Professionals; $60.
Also Nov. 12 in San Jose. California Workers

Compensation Institute, 201 Sar.some St.,
Suite 202, San Francisco, Calif. 94104.

NOV. 10-11. Cost-Effective Strategies for Cor-

porate Health Care Conference in Chicago
sponsored by Business Week magazine; $550.
Business Week Executive Programs c/o Mc-
Graw-Hill Conference & Exposition Center,
1221 Ave. of the Americas, Room 3677, New
York, N.Y. 10020; 212-9974930.

NOV. 10-13. Seventh Annual Computer Seeu-
rity Conference in Boston, sponsored by the
Computer Security Institute; $495. Also of-

fered istheoptional one-day seminar program.
Conferees have a choice of A Day with Donn
Parker- Computer-Related Crime or A Day
with Bernard Plagman- Planning and Im-
plementing Security in Data Base Systems;
$150. Beverly A. Straight, Computer Security
Institute, 5 Kane Industrial Drive, Hudson,
Mass. 01749; 617-562-7311.

NOV. 10-14. Modern Safety Management
Course in Atlanta, sponsored by the Interna-
tional Loss Control Institute; $425. ILCI, High-
way 78, P.O. Box 345, Loganville, Ga. 30249.

NOV. 11-12. How to Use Insurance Checklists

and Exposure Surveys Program in Washing-
ton, D.C., sponsored by the International Risk
Management Institute Inc., $435. Also Nov. 18-
19 in Tampa/Clearwater, Fla., and Dec. 9-10 in
Dallas.

Does your workers'
compensation program
have the same problem?
Business funds lost administration,supervi-
through the holes in a sion of all claims, re-

workers' compensation f h sponsive and accurate
program are sig- -*ferivi,, - A claim payment,L_£1____3J
nificant. ELF--EFf'11 employee safety
Gates, McDonald

ry; , ·='19 education,
has been ad- -- and informa--- A....4.J&& /ministering -7.---7 //.M:, 1 .1. = tive manage-
cost effi- ment report-

(

cient* state _3 < ing. So don't
fund and self- . - < _ r )' wait, contact
insured workers' Gates, McDonald or

compensation programs your insurance broker for
since1929. Our services more information.

provide comprehensive *Ohio, West Virginia, Washington, Nevada only

19&#u? GAMA M(DONAID
CORPORATE ONE NATIONWIDE PLAZA

OFFICE RO. BOX 1944
COLUMBUS. OHIO 43216
614/,227-7211

riskWatch

During inflation,
pennyspent may

 be penny earned
By LEN STRAZEWSKI

Don't cut back.

Spend all you have and borrow all you can to spend some
rriore.

That's the advice of Michael J. Kami, former corporate
director of long-range planning for IBM, whom many ex-
ecutives call the best master planner in the United States.

Though he offered his advice to a group of independent
insurance agents, risk and benefit
managers should take heed-es-
pecially those who think conserva-
tism and budget slashes are the
way to deal effectively with infla-
tion.

"You must learn inflation man-

agement," Mr. Kami advised.
"Should you borrow money? Yes,
as high as you can go ! Be a spend-
thrift and borrow up to your
limits."

Many economists and consumer-
ists have echoed Mr. Kami's ap-
proach. By buying on credit and
borrowing money for immediate Strazewski
use, individuals show a profit by
repaying loans later in cheaper, inflated dollars.

Corporate spending works the same way, Mr. Kami says.
"There's really no such thing as high interest rates. The cost
of money is 2.5%, all the rest of an interest rate is inflation."

For corporate buyers, Mr. Kami's advice means that now
might be the time to expand risk management depart-
ments, start an advanced safety program and build a top-of-
the-line insurance program. Competitive insurers certainly
are willing to sell more coverage at rock-bottom prices.

Selling more spending to top management should be
easy. Besides insurance bargains, corporations can expect
more income from consumer spending, Mr. Kami says.

"Spending and saving patterns in the United States are
changing," he said. "People who on the average saved 7%
are now only saving 4%. That makes about $90 billion in
additional spending."

More consumer spending, of course, is likely to produce
more risks, especially in product liability insurance and
other casualty risks. For an inflation and risk manager, this
presents an additional reason to keep close tabs on cov-
erages and not let an established insurance program ride
along until better economic days.

"Don't try to predict the future," Mr. Kami said. "Live
within whatever change occurs, according to the unpre-
dictable. Anticipate regulations and don't trust govern-
ment promises, predictions and forecasts. They will be
wrong."

Don't be afraid of change, he stresses. Constant adjust-
ment is part of good inflation management. The best plan-
ner arrives at work on Monday morning with a 10-point
priority plan for immediate changes-in insurance, market-
ing, whatever the corporation needs.

"When you wake up at 3:00 a.m. wondering what to do
next. write ideas downand tell yourself, 'By next Monday
morning, I'm going to take innovative action based on the
clues of change. '"

Risky business? Certainly, says Mr. Kami, "But the fu-
ture will belong to those firms with imagination who are
willing to take risks and find their corporate niche."

Bright staff members will boost your odds, he adds. In-
stead of freezing new positions, open your department to
new, talented people.

Benefit managers should take heed, too, because part of
winning and holding the staffcapable of dealing withinfla-
tionary change will be additional compensation and bene-
fits.

"Get talented people. Overpay them. Overmotivate them.
But get them, hold them and give them a chance to make
and deal with changes," he said. "Talented people are your
asset, and thanks to the power of new populism, people are
demanding better health and unemployment insurance.
They will get them."

But inflation management also means more efficiency. If
a program doesn't work or becomes unnecessary, dump it,
Mr. Kami says.

"The efficient will survive the 1980s and 1990s," he says.
"The inefficient will go down quite fast."



r

n

4

LOSS PREVENTION,
ITALIAN STYLE.

Fiat, like Allendale, has been a pioneer in
loss prevention. It's built into all of their
products. And Allendale has been helping
companies engineer loss prevention into
their facilities for almost 150 years. So when
Fiat decided they needed more and better
preventive measures in their own plants,
they simply put us in the driver's seat.

Even though Allendale helps many of
the world's largest companies conserve their
property, Fiat was a special challenge. Turn-
ing billions of dollars of industrial facilities
into protected risks takes more than install-
ing the latest hardware. Or translating our
state-of-the-art loss prevention techniques
into Italian. It takes a strategy. A systems
approach that integrates the entire risk man-
agement process.

The first thing that Fiat needed was a
complete orientation UTarDiT<
to the Allendale , M[Ii,1 911

approach to modern
fire protection.

1 5

In developing this program, we utilized all the
professional and technical resources available
at Allendale and the Factory Mutual System.
Including the new Training Resources Center,
which customized the program to fit Fiat's
needs. Even fine points such as cultural dif-
ferences and attitudes were addressed.

When the program was ready, nine
of our people presented it to Fiat people in
their Training Center, located in the old
Martini and Rossi Villa near Turin. When

the program was finished, Mr. Salaroli, Fiat's
Director of Corporate Ris Management,
said, "You did the impossible."

We wouldn't say that what we are doing
for Fiat is routine, but we don't think it was
extraordinary, either. After all, when you've
been working on loss prevention for as long
as we have, you learn to speak a lot of
different languages.

Allendale Mutual Insurance Company,
Allendale Park,

Johnston, R. I. 02919.
Allendale Insurance

{
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Allin one package.
The Travelers is famous for many different business insurance programs and

services. Our commercial business insurance programs are some of the most
sophisticated and comprehensive in the industry. Combined with the best insurance
people, The Travelers provides an unbeatable source for your business insurance.

But, when you contract for your business insurance with The Travelers, you get
much more than simple risk capacity. Our business insurance services are the best in the

-*-\ industry. Our loss prevention experts literally wrote the book on engineering
f voud*pendwl
\ Msumnie 0 /AGENT / safety. Our claims processing operations are unmatched for speed and

ofESSION efficiency. And our other services, such as loss information systems, cash flow
programs, retro-rating, and more, combine to provide a complete insurance

5'UNCE W# package. And when you insure with The Travelers, you do business with one
person. He or she has the responsibility and the authority to coordinate all facets of our
insurance and business services so they work to your best advantage.

So remember, the insurance that helped make us famous is only a part of a complete
insurance package that can be designed to meet your specific needs. Buy The Travelers
expertise. Not simply our insurance.

For more information about The Travelers approach to developing complete
individual commercial insurance programs, call your independent agent or broker.
The Travelers Indemnity Company and Affiliated Companies, Hartford, Connecticut
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For nearly a century, The Travelershas een a ea erm packaging comprehensive
commercialinsurance programs. It's something for which we've become famous.

Along the way, The Travelers also developed some very sophisticated business
insurance services, too. Claims handling. Loss Prevention Services. Loss Information
Systems.

These services have played their part in keeping us at the forefront of the
Commercial Risk market. But until recently, we only sold these services in a complete
insurance package.

Not anymore. Now, The Travelers, through its subsidiary, Constitution State
Service Company, is making available, separately, the varied business services we offer.

If you or your client only need the sophistication of our country-wide claims
service or our special engineering expertise, that's exactly what you can buy. Simple.
Fast. Direct.

If you are self-insured or considering it, remember The Travelers. ...I-I..
Buy a piece of our expertise. For more information about

The Travelers business insurance services, contact Lyndsay de Manbey
at (203) 277-4452.

THE TRAVELERS

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

.'5*6Ztk !4:·'.



30 / business insurance, October 13, 1980

Keep risk financing in step with goals
PHOENIX-Risk managers

have to keep risk-financing poli-
cies in step with corporate objec-

tives, advises a self-funding ex-
pert.

A plan that may have been ap-
propriate four years ago may be
out of step with current corporate
finances and objectives, says
James V. Davis, chairman and
chief executive officer of the re-

search and sales division of Cor-

roon & Black Corp.
He cited the example of a com-

pany that chooses to self-fund
risks now because its effective cor-

porate tax rate is very low. It can
afford to tax deduct losses only as
paid and doesn't need the tax de-
duction advantages of insurance
policies.

But five years from now if the
company is paying 35% to 40% of

its income in taxes, it would -* ant
to switch to a cash-flow insurance

contract with an insurer to take ad-

vantage of tax deductions for in-
surance premiums paid to ccver
future losses.

The amount of self-funding also

can be at odds with corpirate ob-
jectives. A company looking for a
higher bond rating, for example,
wouldn't want a very large self-in-
sured retention and the potential
of a big loss hurting its finanrial
condition.

Self-funding techniques were
the primary topic at a packed semi-
nar on cost-effective risk manage-
ment techniques held during :he
American Management Assns. Na-
tional Conference on Risk and In-

surance Management.
If a company's financial objec-

tive: allcw self-funding as a risk-
financing alternative, tnere are a

fe steps a risk managsr car. sake
to furth.r analyze self-funding
withoit immediately contracting
for a formal feasibility study, Mr.
Da.,is said.

Realizing that an insurance eon-
trac. provides a tax deduction this
year for premiums paid to cover
future losses and that under self-

funzing a company can only tax
decnet k sses as they are paid, the
risk manager should ccnsider:

• The company's loss payment
schsdule The more slobily losses
are paid, the more the comgany
would want a cash-flow plan of-
fered by an insurance company.
The more quickly lossei are paid,
the more advantageous self-ind-
ing will be.

• rhe company's rate ofgrowth,

The faster a company is growing,
the faster its losses are growing
and the more it will want a cash-

flow plan with an insurer. But the
slower it is growing and as its
losses stabilize, the more it will
want to self-insure.

• The company's attitude to-
ward litigation with the Internal
Revenue Service. Some cash-flow

plans with insurers will be open to
IRS challenge, Mr. Davis pre-
dicted (see related story, page 3).
The risk manager has to be sure his
company is prepared for potential
IRS challenges of the risk-financ-
ing method.

If the analysis tells you your
company should buy a cash-flow
plan from an insurer, there are sev-
eral alternatives to guaranteed cost
insurance and the conventional

retrospectively rated insurance

CUsthinking"CAP
brlong. range

insurance planning
When Commercial Union devel-

oped the Commercial Account
Policy (CAP), you can be sure
that we were thinking of the
diverse insurance needs of your
business-for nowand the future.

Flexibility
Designed to provide coverages for
just about any business, CAP is a
flexible policy that can be competi-
tively priced. Plus-CAP's special
premium adjustment plan prices
each coverage so that it reflects
the individual characteristics of

.:

-

 your business rather than those of
I agroup of similar businesses. This
,
 means that you can significantly

-_ · E benefir from the premium adjust-
' ment plan if your business is well-

run and your losses are success-

Size no problem
fuly controlled.

It doesn't matter if your business
is alarge corporation or agrow-

1-- _ , ing entrepreneurship, call your
-                                                                                                                                                                                                                                                                                                                                                          Commercial Union agent today

. to help you anticipate the right
kmd and right amount of pro-

A#LA W  fip / tection you'll need. CU's" thinking" CAP-for long-

-1.1
. j

98<Elvi, /

(21*t::1:) Commercial Union Assurance Companes, One Beaccn Street, Boston, Massachusetts 02108

plan, Mr. Davis noted.
Under a depressed premium re-

tro, the insurer could require as lit-
tle as 20% ofthe standard premium
to be paid initially.

Under some policies, the insurer
will pay dividends from the invest-
ment income earned on the loss re-

serves held by the insurer.
Or a company can arrange for a

compensating balance arrange-
ment under which the policy-
holder pays the standard pre-
mium, the insurer keeps its por-
tion for expenses and enough to
pay losses for two to three months
and deposits the balance in a bank
account in the insurer's name. But

the bank account is used to satisfy
compensating balance require-
ments a policyholder owes the
lending institution, freeing up
money that otherwise would be
unavailable to the company.

The paid-loss retro plan is the
most popular cash-flow plan, Mr.
Davis noted. Under this, the poli-
cyholder pays the basic charge un-
der the retro formula plus two to
three months losses, but keeps the
balance of the premium until it is
needed to pay losses. A promis-
sory note is issued in lieu of the

premium balance. A tax-aggres-
sive firm will tax deduct the stan-

dard premium under this plan, but
most firms deduct only the
amounts paid the insurer.

Captive insurers are still "very

much alive and flourishing," Mr.
Davis said. But he predicted cap-
tives will mostly close down if the
Internal Revenue Service wins its

position in the Court of Appeals
that premiums paid to wholly
owned insurance subsidiaries

aren't tax deductible. •

IRS limits
deductions
Continued from page 3

sonable accuracy.
In Wein, the court allowed the

airline to tax deduct reserves for

paying death benefits to the chil-
dren of employees killed in an air-
line crash. The court did not allow

the company to tax deduct re-
serves for death benefits due

widows, however, arguing that the
wives might remarry and so the lia-
bility couldn't be determined with
reasonable accuracy.

The IRS contends in both cases

that the companies should only
tax deduct the amounts due in

each taxable year because the
amount payable each year de-
pends on the occurrence of future
events. The IRS counters the Cres-

cent ruling, arguing employees
must seek medical treatment to

make the corporation liable for the
treatment. Injury doesn't establish
the fixed liability, the IRS says. In
the Wein ruling, the IRS counters
that the children could die, reliev-
ing the company of its liability.

The IRS ruling is one example of
an all-out IRS attack on tax deduc-
tions for noninsurance risk-financ-

ing methods, Mr. Davis contends.
Even conventional retrospec-

tively rated insurance programs
will be scrutinized, he predicts.

One conventional retro plan al-
ready has been disallowed as in-
surance and the premium tax de-
duction denied by an IRS field
auditor, Mr. Davis said. The max-
imum premium to be paid under
the policy was 200% of expected
losses.

To avoid potential problems
with the IRS, Mr. Davis suggests
companies using retro plans set
the minimum premium to be paid
as high as possible and the max-
imum as low as possible to reflect
risk shifting under the insurance
policy. ,
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bring Europe tollether
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this network, J&H serves more leading multinationals
than any other broker.

The regular working sessions of the P\AS and the

Ronald K.Westhorp
Director Willis Faber & Dumas Ltd

Ipswich England
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Mana er, International Department
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Christian R. Dahms
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Jauch & Hubener GmbH
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Peter B. Bickett

Senior Vice President

Johnson & Higgins
New York, NY

annual J&H European network conference have built a
client service delivery system matched by no other broker.

The longstanding personal relationships of the P\AS
rnembers and the cohesiveness and nexit)ility of
our network permit J&H to convene swiftly specialists
needed on behalf of a client anywhere in Europe on
a moment's notice.

And that can rnake a world of difference to your
company

Johnson@«iggins
The private insurance broker. VB answer only to you.

RISK AND INSUAANCE MANAGEMENT SERVICES, EMPLOYEE BENEFIT AND ACTUARIAL CONSULTING THROUGHOUT THE WORLD
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Carter to push national health plan
PHOENIX-Mandatory health

insurance benefits for employees
are one of three health policy goals
a re-elected Carter administration

would pursue in the 1980s.
The administration would push

its national health insurance plan,
introduced in 1979, as the first step
toward adequate health care for
Americans.

Controls on hospital costs and
more competition in the health
care system, especially through
more growth of health mainte-
nance organizations, fill out the
Carter administration officials' tri-

angle of health policy concerns in
the 1980s.

Karen Davis, deputy assistant
secretary for planning and evalua-
tion/health in the Department of
Health and Human Services, out-
lined the three concerns and ad-

Health costs

may double
Continued from page 3
mostly inflation.

"Never in 30 years have we been

caught so short by increases in
medical plan use," Mr. Bubb said.

He recommended that benefit

managers take the following steps
to help control the claims explo-
sion and increased costs:

• Institute more deductibles

and coinsurance in health plans so
employees have a stake in control-

ling health plan use. A $50 deducti-
ble is no longer adequate; it should
be $125.

• Consolidate division health

plans into one corporate health
plan to reduce the insurer's ad-
ministrative costs and reap pre-
mium savings.

• Self-fund when possible
throu gh m inim u m premiurr
plans.

• Work to change employee
health plan use patterns.

Mr. Bubb argued that critical
changes in people's commitment

to healthy lifestyles are most
needed to control the cost of care

Pacific Mutual, for example.
changed the menu in its comoany
cafeteria from greasy, high-calorie
foods to a "fit for life" menu that

includes a salad bar and low-calo-

rie/high-nutrition foods. The num-
ber of employees using the cafete-
ria instead of "brown bagging"
lunch has increased 30%, he said.

"But a one-shot approach in the
employee bulletin won't do it. You
have to keep hammering away."

Employers should not use an an-
nual physical as the way to control
health care costs, he advised.
"Doctors are saying forget about

annual physicals except for people
at risk."

Mr. Bubb also advised benefit

managers to participate in local
health planning agencies.

car &
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ministration policy at the Ameri-
can Management Assns. National
Conference on Benefit Manage-
ment held here Sept. 29-Oct...

Ms. Davis defended the Carter

national health plan as fiscally re-
sponsible with a price tag of S17.6
billion for the federal budget End
$6.9 million for employers.

Charging that 29 million full-

time employees and their depen-
dents lack insurance and anctier

55 million have inadquate nv-

erage because of low berefit
levels, Ms. Davis argued for :he
mandated minimum benefit stan-

dards established by the plan
The Carter proposal calls forem-

ployers to pay 75% ofthe premium
for health insurance for full:.ime

employees. A basic package of
acute care hospital and mecical

services, maternity coverage and
first-yea- infam Jare would be
mandated. The p.an would have to
limit out-of-pocket payments by
an individual or family to $2,5)0
per year fer mandated services
with no cos.-sharing on prenatal,
delivery and infant care in the fix st
year.

The admnistration estimates

the mandated plan will cost em-
ployers aoout 5500 per worker,
since only Ccsts in excess of $2,500
must be insured But employers
wouldbefreetomaintainmorelio-

eral plans and pay oigger benefits.
Already employers spend $50

million a year on nealth insurance.
About 126 million full-time en-

ployees and their dependents r.-
ceive bezefits -nder employer,
union or management funds. The
Carter national hea.th plan, adding

29 million more full-time workeis

and families, wou.d increase the
number of covered emplcyees and
their families to 155 n-llion.

The increased cost of adding
benefit plans where none existed
and improving benefit levels t 3
nneet federal mandates could oe

"balanced" by increased effi-
ciency and cos: controls in tne

health care system, sa.c Ms. Davis.
The administration' s voluntarv

hospital guidelines still not
adopted ty Congress, would han
saved Americans S900 million in
1980, Ms. Davis contendei

The guidelines asks·i hospitals
to reduce total cost inc -eases 1.1%

below the actual rate of increase in

1979, after adjusting fz - inflation.
The administration s influential

health policy expert however,

-1
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spoke against increased cost-
sharing with employees. Ms. Davis
argued that copayments, deducti-
bles and contributions toward

health insurance premiums hurt
low-income workers and their

families first. The copayments are
often placed on o utpatient treat-

ment, reducing :he incentive to
seek early treatment, she added.

The Carter administration is

stepping up support for health

maintenance organizations, which
reduce hcspital stays, Ms. Davis
noted. The administration,
through enforcement of the dual
choice mandate in the HMO Act of

1973 and loans to HMOs, hopes to
see the number of HMOs increase
to 442 in 198 from :C3 at the end of

1978 and the number of enrollees

increase to 19.1 mill_on in the next

10 years from today s 7.4 million.•



Rates to start climb in '8
PHOENIX-Rates for commercial property and

casualty insurance will start goingup in 1983, pre-
dicts a stock analyst

The rate increases won't betied to combined

ratios but to changes inreturn on equity, contends
Robert Brokaw Jr.. analyst with Mabon, Nugent
& Co. in New York.

Addressing a lunch at the American Manage-
ment Asms. naticnal conference, Mr. Brokaw laid

out a scenaric for insurance company underwrit-
ing and return on equity for this decade:

Underwriting results will hit a combined ratio
of 112% in 1985. Rather than striving for a 100%
underwriting combined ratio, insurers will keep
their eye on return on equity.

Looking at 1980, Mr. Brokaw sees a 24% return
on a combined ratio of 103.5%. But with after-tax

investment income of 10% of written premiums,
the industry could earn a 15% return on a com-

bined ratio of 109% in 1980. And in 1990, with in-
vestment income exceeding 12% of written pre-
miums, the industry could earn 15% return on a
combined ratio of 112%.

3: Analyst
In property insurance for the next two years,

caution and cheap reinsurance will hold com-
bined ratios steady, Mr. Brokaw predicts.

But by 1983 the combined ratio will hit 106%
and the return will be only 7%. Responding rate
increases will drive the combined ratio down to

95% and the return up to 30% by 1987. By the end
of the decade, the combined ratio will move back
up to about105% and returns will drop to 8%, Mr.
Brokaw predicts.

In casualty insurance, where results are mostly
boosted by investment income earned on long-
held reserves, Mr. Brokaw sees high returns fall-
ing to 1% in 1985 and the combined ratio to hit
123%. Rates will start going up in 1983, but losses
onbusiness writtennow will strike deeply in 1984
and 1985.

Recovery from higher rates will bring the com-
bined ratio for commercial casualty insurance
down to 113% and the return up to 28% by 1989,
Mr. Brokawpredicts. The decade will end with an
average combined ratio of 114% and a return of
17%.

Bargain prices
will hold steady
in '81: Insurer

PHOENIX-There is a good
solid year of current cheap prices
ahead for insurance, predicts Ly-
man Baldwin, senior vp of under-
writing for The Hartford Insurance
Group.

"There is no indication of the

market firming," he told risk and
insurance managers attending the
American Management Assns. Na-
tional Conference on Risk and In-

surance Management. "The ear-
liest firming will be late'81, but I'm
more inclined to say 1982."

Risks are now being renewed at
small price reductions, Mr.

1919-Armco introduces industrys first human rights doctrine

You'll find eighty years of innovative history
in our new name...we're the

Armco Insurance Group
A new name in the insurance indus-

try, but a name famous for eighty
years of innovative solutions to
people's needs.

In 1919, for example, Armco's
founder, George M. Verity, intro-
duced the first set of social-

economic guidelines ever to be
originated and published by an
American business. These "Armco

Policies" grew out of Mr. Verity's
conviction that the most vital asset

a business has, or can ever hope to
have, is its people. Policies add ress
everything from ethics and a square

deal to opportunity and cooperation
between business and community.

Today, Armco is still just as com-
mitted to operating by these policies
and to finding innovative solutions.
Armco Insurance Group is one of
them. You may have known us
before as the Bellefonte Com-

panies. We still are. But now Belle-
fonte and the other Armco-owned

companies serving the property
and casualty insurance, reinsurance
and risk management markets
together form the new Armco
Insurance Group.

There's more to the Armco story.
Find out by contacting any one of
the Armco insurance companies,
or write: Scott R. Crawford, Armco
Insurance Group, Dept. 300,
703 Curtis Street, Middletown,
Ohio 45043.

 ' ARMCO
ARMCO

V INSURANCE
GROUP

Baldwin reported. . ,m not sure

that it is hardening or bottoming
out, but there are no huge reduc-
tions," he said.

Mr. Baldwin today detects less
shopping of the markets initiated
by brokers or insurance buyers
than he recalls in the hot competi-
tion of the early 19705.

But the image of hungry insur-
ance markets looking for risks was
reinforced during a session on the
markets.

Alan Parry, director ofSedgwick
Group in London, disclaimed he
was speaking for Lloyd'B but gave
a strong defense ofthe marhet as if
to counteract any concerns buyers
might have about Lloyd's. He de-
fended losses on computer-leasing
risks: "Many say computer-leasing
risks shouldn't have been written,
but I'd rather see an adventurous
market."

He also defended Lloyd's
against the bad publicity of the
Sasse Syndicate losses, stressing
the lawsuits are being settled and
that all valid claims have been
paid.

Joseph Blades, president of J.H.
Blades & Co. in Houston, a subsid-
iary of Crum & Forster, promoted
the Bermuda insurance market.

However, he has severed his rela-
tions with the Bermuda market.

He admitted the Bermiida insur-

ance market, with 25 insurers ac-
tively underwriting risks, isn't as
strong as the U.S. or London mar-
kets. But he contended Bermuda

supports the other two.

The average capacity per risk in
Bermuda is $5 million, although
some companies can write more,
Mr. Blades said. "And a lot is net
lines-without reinsurance."

Edith Lichota, manager of insur-
ance and risk at Kennecott Copper
Corp. and a member of the Com-
mittee of 13 that drafted the consti-
tution of the New York Insurance

Exchange, defended her market
against veiled charges that "inno-
cent capacity" was writing risks at
rates far too low to cover losses.

"I don't see signs of unreason-
able competition," she said.

New York insurance superinten-
dent Albert B. Lewis has learned

he can't open the exchange to di-
rect domestic risks from outside

New York by changing the regula-
tions, Ms. Lichota noted. "Some of
us hope that change will be built
into the law in the not-too-distant

future," she said. •

HOSPITAL
BED DAYS

Health Insurance with

lower rates and higher
benefits through prior
authorization. Groups of
25 or more.

HEALTH MA

(714) 963-3305 • (213) 592-4427
(801) 364-3499 • (714) 265-7117
(408) 996-9184

INTENANCE IFE INSURANCE



Use checklist to find retirement policy
PHOENIX-Do you think your

company lacks a retirement pol-
icy?

Take a look at the features of

your benefit plans from a potential
retiree's viewpoint and you'll find

a policy, suggests Ronald R.
Jalbert.

The vp for personnel at Stanley
Home Products Inc. in Westfield,

Mass., suggests preparing a retire-
ment policy balance sheet by ana-
lyzing each benefit in your corpo-

rate benefit program as to whether
it encourages or discourages early
retirement.

"You may find a built-in retire-
ment policy you've not been aware

of," Mr. Jalbert told participants in
a retirement policy seminar during
the American Management Assns.
National Conference on Benefit

Managernent

No one item gives you a policy,
but in total there can be one," he
said.

The balance sheet is easy to
draw. On one side of the paper
write "encourage early retire-
ment" and on the other write "dis-

courage early retirement." Down
the left side list compensation pol-
icy, pension plan, life insurance

plan, medical plan, thrift and sav-
ings plan, vacation policy and
other benefit plans.

Under compensation, consider if
the company allows employees to
exercise stock option grants only
while employed. This would dis-
courage early retirement

Does your pension plan allow
employees to continue to accrue

benefits when working past 65, en-
couraging continued employment

past normal retirement?
Does the life insurance benefit

decrease upon retirement? If it
does and an employee's health is
bad, the employee may continue
working to ensure a full benefit for
his survivor. An alternative for the

company would be to begin reduc-
ing the life benefit before retire-
ment.

Does the medical plan provide
liberal or few benefits after retire-

ment? A liberal plan with no con-
tributions and coverage for the
spouse would be an incentive to
early retirement.

Thrift or savings plans that pro-
vide retirees with benefits in addi-

tion to their pension plan encour-
age early retirement.

Extended vacations for those

close to retirement could ease

someone into retirement life. •

Inflation option for reti rees
PHOENIX-Companies that want to provide retirees with some

protection against inflation could introduce an inflation option
under which an employee would accept a reduced pension in the
early years of retirement in exchange for increased pensions in
later years, says Lawrence T. Brennan, partner with consultant
Kwasha Lipton in New Jersey.

The amount of reduction needed in early retirement years to pay
for 4% or 5% benefit increases in later years could be actuarially
determined so as not to cost the employer any additional money,
Mr. Brennan told a seminar at the AMA National Conference on

Benefit Management.
He offered this intlation option as an alternative to adopting cost-

of4iving adjustments in pension plans.
But if acompany wants to adoptaCOLA, Mr. Brennansuggested

that compensation for inflation decrease as inflation increases. The
company could promibe to increase benefits at 80% of inflation up
to a 4% inflation rate, but increase benefits only to half the rate of
inflation when the CPI is climbing 10% a year.

With our safety program
you can save more

than money.
You can save lives and cut down on accidents.

You can eliminate those working conditions that
can hurt your people.

Argonaut safety programs have helped protect
the health and safety of millions of workers for
more than 30 years. We're specialists in Workers'
Compensation and Hospital Liability, and offer a
wide variety of quality programs in property and
othercommercial casualty lines as well.

We know what hazards to look for in your com-
pany; how to help you make your operation safer.

And the strength of our assets-over $1 billion-
means financial security and peace of mind for
the companies who choose Argonaut.

Ask your insurance agent or brokerabout us.
We can help you change a lot more than your
balance sheet.

PEdFArgonaut.
Where people take your business seriously.
National Specialists in Workers' Compensation and Hospital Liability.
250 Middlefield Rd,Menlo Park, CA 94025 (415) 326·0900

Financial
links can

be a plus
PHOENIX-Competition, not

conflict of interest, can be the child
of financial marriages between
brokers and insurers, buyers and

insurers and buyers and brokers.
That was the consensus of a

panel at the AMA National Confer-
ence on Risk and Insurance Man-

agement discussing the American
insurance business's love affair

with vertical integration of ser-
vices.

"There is an ever increasing
trend of buyers, brokers and insur-
ers getting into each other's busi-
ness," observed Robert F. Cor-

roon, chairman of the brokerage
firm Corroon & Black Corp. He
contended the trend fosters more

competition.
"Everyone trying to do it all

could foster more competition and

so professionalism will improve,"
suggested P. Richard Hackenberg,
assistant treasurer at Allegheny
Ludlum Industries Inc.

"Integration, if done correctly,
can only result in efficiencies,"
added Edward Lalley, president of
Ideal Mutual Insurance Co.

Risk managers getting into un-
derwriting through captive insur-
ance companies, brokers owning
insurers and insurers buying inter-
est in brokerage firms are all exam-
ples of the financial links that are
being hammered out among pre-
viously independent factions.

Mr. Corroon strongly defended
any financial links between insur-
ers and brokers, noting that Cor-
roon & Black Corp. is getting back
into underwriting through a joint
venture with Bacalla & Shoop and
with its Consumer Benefit Life In-
surance Co.

Arguments that a broker would
use an in-house underwriting facil-
ity to the disadvantage of buyers
ignore the "high degree of integ-
rity in our business," he argued.

Mr. Corroon also chided some

critics for attacking broker and in-
surer links and ignoring the en-
trance of risk managers into sell-
ing insurance. "Hotel lobbies in
Bermuda look like a RIMS confer-

ence," he suggested.
Mr. Hackenberg of Allegheny

Ludlum noted, "It is beneficial
that the middleman be scrutinized.

It's often said the broker is the guy

who benefits without having to
worry about taking any risk."

Risk managers looking for ser-

vices without having to purchase
the indemnity pr6duct of insur-

ance have indeed spurred vertical
integration in insurance and bro-

kerage companies, he said. •
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More tampon suits to come: Lawye rs
Continued from page 1

"So far we've just seen the tip of
the iceberg (of lawsuits)," ob-
served Ralph Sbrogna, a Boston
attorney who is experienced with
product liability litigation in both
the Daikon Shield and Agent Or-
ange cases. Mr. Sbrogna is in touch
with scores of plaintiff attorneys
nationwide.

"Some of the more experienced
plaintiff attorneys lay back and
wait for the pioneers to file the first
suits," noted Robert L. Dickson, a
Los Angeles defense attorney spe-
cialist in pharmaceutical and med-
ical device liability. Mr. Dickson
was recently contacted by Procter
& Gamble.

"The incidence of toxic shock
syndrome does not appear to be
very high and so it is probably pre-
mature to predict what the scope
of product liability will be," said
Mr. Dickson. "It's also important
to note that the syndrome exists
outside the use of tampons."

Indeed, some attorneys with
toxic shock clients are not con-
vinced there is enough solid medi-
cal or scientific evidence available

to support a legal theory of prod-
uct liability. They are waiting for
more studies from the FDA and
the CDC.

Procter & Gamble of Cincinnati

has voluntarily suspended produc-
tion of its Rely tampon following
release of CDC findings that a

disproportionate number of TSS
victims used that brand. Nearly
300 cases have been reported, in-
cluding some 30 deaths, but the

link with tampons has not been
conclusively established.

Retailers that are included in

some of the TSS suits do not seem

particularly worried about their li-
ability. Stores typically require
manufacturers to sign an indemni-
fication agreement, called a ven-

Here's a list
of lawsuits

Here's a partial list of suits against tampon
makers:

Suits solely against Procter & Gamble:
Thompsonand Leeetal vs- Procter & Gam-

ble, a class action, U.S. District Court, San
Francisco. Damages sought: return by P&G of
all revenues collected on sale ofRely tampons.

Larramandy vs. Procter.& Gamble, King
County superior court Seattle.

Mary Jane Webber vs. Procter & Gamble,
King County superior court, Seattle.

Sandi Neddo vs. Procter & Gamble, U.S.
District Court Spokane. Damages sought: $1
million punitive damages, unspecified com-
pensatory damages.

Cynthia Franklin vs. Procter & Gamble, Ne-
wark superior court. New Jersey law does not
allow suing party to specify a dollar figure for
compensation.

Sarclotti vs. Procter & Gamble, Cook
County circuit court, Chicago.

Susan Bogumil vs. Procter& Gamble, Cook
County circuit court, Chicago. Damages
sought: $5 million.

Imboden vs. Procter & Gamble, Shasta
County superior court Damages sought: $5
million.

Phillips vs. Procter & Gamble, Shasta
County superior court Damages sought: $1
million.

Mr. & Mrs. George Rosell (parents of Mi-
chelle Laura Rosell), Tucson superior court.
Damages sought: $1 million compensatory
damages and punitive damages"in an amount
justified by evidence presented at trial with
respectto the wealth ofthedefendantcorpora-
tion but not less than $17.8 million. . ."

Other suits:

Kristine Mathis vs. Johnson & Johnson,
Cook County circuit court Damages sought:
$250,000 for negligence, $250,000 compensa-
tory damages, $500,000 punitive damages.

Rose Gordon vs. International Playtex
Corp., Procter & Gamble and RalpWs Grocery
Co. Los Angeles superior court. Damages
sought: $3 million punitive damages and un-
specified compensatory damages.

Loretta Jean Patton vs. Procter & Gamble,

Pay Less Drugstores Northwest Inc. and Bi-
mart Corp., circuit court of Multonomah
County (Portland). Damages sought: $500,000
general damages, $50,000 medical damages, $1

million punitive damages.
Richard Galndon (father of Vicki Galndon)

vs. Procter & Gamble, Safeway Stores Inc.,
Fred Meyer Inc., Thriftway Stores Inc., Pay
Less Drugstores Northwest Inc., circuit court
of Multonomah County (Portland). Damages
sought: over $2,000 medical damages plus at-
torneys fees, $5 million general damages, $10
million punitive damages. •

dors broad form, that protects the

retailer from product liability law-
suits unless the product is physi-
cally damaged or altered.

Ralph's Grocery Co., a leading
Southern California supermarket
chain, intends to tender its defense
back to Procter & Gamble, said a

spokesman.
"We get two or three such ac-

tions a year and have never had a

problem with a manufacturer ac-

cepting responsibility," he said.

Meanwhile, the FDA met last
week with U.S. tampon makers to
discuss inclusion of a warning
message inside or outside tampon
packages. Such a message proba-
bly will be required eventually,
but for now manufacturers are be-

ing asked to comply voluntarily.
"We're planning on adopting

some sort ofcautionary language,"
said a spokesman at Kimberly-
Clark Corp. in Neenah, Wis. "The
exact words and timing haven't

been worked out If we move now,
the words may have to be changed
after FDA finalizes the message."

Another tampon maker, Purex
Industries Inc. in Lakewood, Ca-
lif., has stopped shipping its Pur-
settes product until the warning
message is crystallized, said Merle
Aster, vp of legal affairs.

Purex is the only tampon manu-
facturer that does not make a

superabsorbent product, said Mr.
Aster. He was certain the company
had not been named in any TSS
lawsuits.

According to the FDA, the six

U.S. manufacturers oftampons are
Procter & Gamble, Tampana (a
subsidiary of Purex Corp.), John-

son & Johnson Products Inc. in

New Brunswick, N.J., Kimberly-
Clark Corp., International Playtex
Inc. in Stamford, Conn., and Per-
sonal Products Co. (Personal

Products Co. is a subsidiary of
Johnson & Johnson, which has

been test marketing a new tampon
called Assure.)

"A horror show for industry" is
how a Los Angeles attorney
described the TSS litigation. In
California, he pointed out, Procter

& Gamble's recall campaign can
be introduced as evidence that

their Rely product is defective.

A landmark California supreme
court decision, Ault vs. Interna-
tional Harvester Co. in 1975 es-

tablished that design changes or

modifications in a product can be
used in product· liability cases as

There% a reason why
our new LTD premium
has more than tripled
in two years.

l/ With our "regular"
El occupation definition of total
disability to age 65/70, The Hartford
has one of the best group LTD
programs now available.

The Hartford% integration options are
hard to beat.

The Hartford offers a full range of
integration options. Our new alternate
integration approach is among the most
generous available. The total benefits
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from all sources can equal up to 70%
of earnings without regard to the LTD
maximum benefit. So your employees
get greater disability benefits, despite
certain other income they might receive.

Rehabilitation can control claim costs.
All carriers advertise rehabilitation

services but atThe Hartford we make it

work. Our rehabilitation expertise plus
a nationwide network of health service

representatives and liberal rehabilitation
provisions-only a 60% offset and no
two-year limit-can bring results.

Other LTD features.

We offer high maximums, waiver of
premium and Social Security freeze.

evidence of a prior defect.
Attorneys also are considering

consolidating the TSS litigation
into a multidistrict action, as was
done in the Dalkon Shield cases

against manufacturer A.H. Robins
CO.

The Dalkon Shield consolida-

tion was ordered after 100 cases
were filed in U.S. district courts-

far more than have been filed

against Procter & Gamble.
Many TSS suits have also been

filed in state courts.

The American College of Obste-
tricians and Gynecologists last
week advised: "Women need not

stop using tampons; however, it
would be prudent to discontinue

the use of the newly developed su-
perabsorbent tampon until con-
elusive scientific research has

been conducted in this area." •
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And our LTD program is flexible enQUgfi
to work for almost any group. Including
many with blue-collar workers.

Why you should be sold on group LTD.
In today's competitive employment

market, where employers must look for
better benefit programs, LTD is an
employee relations plus. It's almost
always available without evidence of
good health. And it may be written on
as few as ten insured lives.

For more information, contact your
agent or broker, or Foster R. Drury,
AssistantVice President and Director of

Group Sales, The Hartford, Hartford
Plaza, Hartford, CT 06115.
(203) 547-2599.
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Let us protect your world.
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Executives criticize competition bills
Continued from page 3
another offers over 57 HMOs
around the country.

Adding more health plan op-
tions on top of these HMOs would
create even higher administrative
costs, say many employee benefit
managers. Total costs would then
go up, not down, they say.

"If we had to offer more plans,
we'd have to hire at least another
person. I'm not all for it," said Alan
Jeffery, vp of Security Pacific
Bank in Los Angeles, during a tele-
phone interview.

His company now offers 11
HMOs and 27% of the employees
opt to use them, not an over-
whelming response but higher
than in many other companies. At
AT&T, which offers more than 100
HMOs across the country, only 6%
of the employees use them.

Mr. Jeffery notes that there are
other costs to be considered when

taking on a new health care plan.
"We have to change our computer
programs when adding employees
and extra HMOs." And computer
alterations can be very expensive.

More than two dozen employee
benefit managers across the coun-
try agree a new competition bill
would increase costs to the em-
ployer.

"Although it has not been thor-
oughly analyzed, the additional
costs for administration-annual
open enrollment, employee com-
munications, marketing efforts
and premiums to the Health Bene-
fits Assurance Corp.-will require
a substantial reduction in health
care costs to offset the new ex-
penses," said one benefit opera-

Boiler& Machinery

tions manager for an office equip-
ment manufacturer employing
61,000 people.

He suggested, however, that
those with another source of

health insurance coverage would
opt for low-cost plans. ''Because
many of our employees are part of
two-career families, it is likely that
those with more than one source o f

group health benefits will opt for
the cash rebate from choosing
lower levels of coverage-unless
the law will address multiple cov-
erages also."

The benefits operations man-
ager noted, however, "It is difficult
to anticipate employee response.
Participation in HMOs that re-
quires employee contributions has
traditionally been very low. Per-
haps the tax incentive will give the
impetus needed to encourage em-

ployees' participation in health
care cost control."

Ruth Stack, executive director
of National Assn. of Employers on
Health Maintenance Organiza-
tions, points out that many com-
pany benefit programs are built on
less expensive self-insured plans.
Mandating employers to take on
outside health plans would in-
crease costs and ruin a good thing,
she said.

"Personally, I don't think that
they (legislators) have a good un-
derstanding of how insurance
works. The worst thing would be
to have a bill passed with more reg-
ulation," she said.

It would also hurt the benefit

programs that have been practic-
ing competition for the past seven
years, such as the one at General
Mills Inc. in Minneapolis.
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GMI has more than 72% em-
ployee enrollment in three HMOs
offered since 1973, says David
Mcintyre, director of employee
benefits.

"It's become a routine work pro-
cedure" to administer these plans,
he said.

GMI's insurance staff is busy

getting ready for the annual open
enrollment for HMOs. They are
pulling together rate increases,
HMO benefit improvements and
other necessary information for
their employees choosing health
care plans.

This is all pulled together into a
pamphlet with a grid that explains
the major rates and plan provi-
sions of GMI's indemnity plan
plus the HMOs. Then the em-
ployee can run his finger down the
columns and compare the various
benefits and costs.

"After you do this for several
years this becomes ho-hum," Mr.

' Irs not practical'
to readjust a
benefit program,
says David
Mcintyre.

Mcintyre said. Now open enroll-
ment attracts only new employees
who are not familiar with the plans.

It runs smoothly and costs are
under control, he says.

But administrative costs would

skyrocket and thus cut into the
funds for the health insurance

plans if GMI were mandated to
take on more health plans, Mr.
Mcintyre said.

Why readjust a benefit program
that has been running smoothly
for seven years and is now cost ef-
fective? asks Mr. Mcintyre. "It
doesn't make any sense," he said.
"It's not practical. It would be ex-
pensive to do it." •

Bill limits

liability
Continued from page 2

ability rules-to the Interstate
Commerce Commission and the

U.S. Attorney General's Office.

The shippers claim council and
Mr. Augello, however, are going to
fightanymorederegulationofrail-
road carrier liability by the ICC
and the attorney general.

"Congress is trying to bring
about revolutionary changes in
carrier liability," he said. "They're
talking about things they simply
do not understand.

"Liability has nothing to do with
government regulation," Mr.
Augello warned. "They're apply-

ing political solutions to integral
legal concepts."

The most dangerous issue be-
fore the ICC involves the use ofthe

principle of comparative negli-
gence, Mr. Augello said. Under
present law, a carrier is fully liable
for all losses and must prove it
wasn't its negligence that caused
the loss. Otherwise, it must pay
100% of the claim.

But under comparative negli-
gence, a railroad carrier is only par-
tially liable for a loss for which it is

found only partially negligent.
"Railroads are trying to improp-

erly introduce tort law into bail-
ment law," Mr. Augello warned.

Shippers' protection under
present law is being chiseled away,
he added. •



Most lack

pensions:
Panel

WASHINGTON-Despite major
expansion of the private pension
plan system in the past 30 years,

most elderly retired workers do
not receive private pension bene-
fits.

Just 28% of the retired popula-
tion 65 and older receives income

from an employee pension, the
President's Commission on Pen-

sion Policy reports.
In a new working paper, "In-

come of the Retired: Levels and

Sources," the commission reports
the percentage of retirees receiv-
ing private pension benefits de-
creased sharply with age.

For example, 33% of married
couples ages 55 to 64 receive a pri-
vate pension, compared with 30%
of those 65 and older and only 24%
of couples over 75.

"The decreasing percentages
may reflect lesser pension cov-
erage in the past as well as lack of
vesting standards" before the
enactment o fthe Employee Retire-
ment Income Security Act of 1974,
the report said.

"Lack of minimum vesting stan-
dards often resulted in loss of pen-
sion rights despite many years of
coverage under a plan."

Before ERISA, many companies
required 20 years of service before

an employee could vest. And firms
could deny pensions to a veteran

employee who was briefly laid off
during his or her years of employ-
ment.

Under ERISA, 20-year vesting
was outlawed. Most companies
now only require 10 years of ser-
vice before an employee vests. In
addition, an employee who vests
cannot be denied a pension simply
because of a short break in service.

But the commission is con-

cerned that the net of private pen-

sion coverage protecting the el-
derly is so small.

"The absence of pension entitle-
ment for many of the retired

means that at least one leg of in-
come support is missing," said
Thomas Woodruff, executive
director of the President's Com-

mission on Pension Policy.

"Private and public employee
pension income, while contribut-
ing significantly to the total level
of income of its recipients, is re-
ceived by only a minority and is
currently unavailable to the large
proportion of retired people who
did not achieve eligibility while
working." Mr. Woodruff added.

Social Security remains the ma-
jor source of retirement income for
retirees. About 95% o f retired mar-

ried couples 65 and older receive
Social Security as a source of in-
come, the report said.

The commission also said:

• Even though federal workers
are not covered under Social Secu-

rity while they work for the gov-
ernment, 72% of all Civil Service
retirees receive Social Security
benefits because of work with pri-
vate employers be fore or after they
left government.

• Retirement income programs
have expanded significantly in the
last 30 years. In 1951, less than half
of the population received retire-
ment income. By 1976, more than
90% of all persons 65 and older re-
ceived retirement income.

.

A limitedfree supply of"Income
ofthe Retired: Levels and Sources;'
mav be obtained from the
President's Commission on Pen-
sion Policy, 736 Jaclcson Place NW,
Washington, D.C. 20006.

/
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Court to decide if safety justifies cost of rule
Continued from page 2
Court last summer overturned an OSHA rule

limiting worker exposure to benzene.
The court said OSHA did not prove its ben-

zene exposure rule would reduce signifi-
cantly the risks of workers exposed to the
solvent.

The OSHA rule on cotton dust says
workers cannot be exposed to more than
1,000 micrograms of cotton dust per cubic
meter during an eight-hour workday. Expo-
sure to cotton dust causes brown lung, a re-
spiratory disease.

Drug manufacturers, worried about a Cali-
fornia supreme court ruling last spring in a
DES product liability suit, have asked the
courtto rule onthe"market share" conceptin
product liability.

The California high court ruled women can
sueDES manufacturers as a group whenthey
don't know the specific manufacturer of the
drug that caused their injuries (BI, March 31).
Daughters ofwomen who used the anti-mis-

carriage drug while pregnant with them say
they have developed cancer as a result.

When an injury-inducing drug is made by
many different manufacturers and the spe-
cific manufacturer cannot be identified, lia-
bility must be divided among them based on
their share of the market for that product,
California supreme court justice Stanley
Mosk wrote in the majority opinion.

Drug manufacturers E.R. Squibb & Sons
Inc., Upjohn Co., Rexall Drug Co. and Abbott
Laboratories have asked the U.S. Supreme
Court to consider these issues:

• Is the rule of "market share" allocation of

judgments among defendants so arbitrary
that a manufacturer is denied equal protee-
tion under the law?

• Can liability be imposed on a manufac-
turer even ifit cannot be proven that its prod-
ucts harmed a consumer?

In the workers compensation case, the Su-
preme Court will decide whether General
Motors and other employers can offset pen-

sion benefits with workers compensation
payments received by retirees.

Attorney Marc Gettis, representing the in-
jured plaintiff, has asked the court to resolve
whether pension plan provisions that allow
vested retirement benefits to be offset by a
later workers compensation award is permit-
ted under the Employee Retirement Income
Security Act of 1974.

Lower courts have been divided on the is-

sue, setting the stage for a crucial Supreme
Court decision.

The high court also will decide whether a
state can favor its home-state insurers by tax-
ing out-of-state insurers at a higher rate.

Western & Southern Life Insurance Co. of

Ohio argues it shouldn't be forced to pay
higher taxes for doing business in California
than California-based insurers pay.

These retaliatory taxes are designed to
force states to treat out-of-state insurers the

same as insurers domiciled in the state.
Forty-six states impose these types of' taxes.
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Pay trails
larger, the survey showed. Bonus payments for employee $28,000 to $34,600 depending on of the company.

If the benefit manager's com- beneftt managers were not as lu- the value of property insured • Safety director. $24,000 to
pany employed fewer than 10,000 crative as those given risk man- Bonus payments ranged from 8% $35,000 If a safety director looks

inflation
workers, the benefit manager agers, according to the report to 16% out for the safety of 2,000 em-
earned only $24,000 to $29,800 Thirteen percent bonuses were • Corporate insurance adminis- ployes, he makes only $24,000 If

Giving bonuses to middle man- awarded to 17% of employee bene- trator of a bank, financial or insur- he earns $27,800, then he's proba-
agers is not a widespread practice, fit managers at companies with ance institution. $29,000 with no bly responsible for 2,000 to 5,000

Continued from page 3 according to the survey more than 10,000 employees median bonus employees He takes home $35,000
An employee benefit manager Only 29% ofthe risk managers at Eleven percent bonuses were • Compensation and benefits in actual salary if his services af-

fared almost as well as the risk companies who earned more than awarded to 43% ofthe benefit man- director· $29,100 at company with feet more than 10,000 employees.
manager if the benefit manager's $500 million last year were given agers at firms with fewer than fewer than 3,500 employees, The companies surveyed are
company employed more than bonuses, averaging 16% of salary 10,000 employees $37,300 with more than 3,500 em- manufacturers of furniture, iron

10,000 people Then he made Companies that earned less than ployees If working for a bank, and steel, heavy and light machm-
around $35,200. But the difference $500 million in 1979 awarded only The AMA's survey also profiled financial or insurance institution, ery, food, textiles and petroleum
in salaries between risk managers an average 14% bonus to their risk the following middle management manager will average $34,000 Others represent airlines, mining,
and employee benefit managers at managers, and only 21% of the executive salaries • Security officer $24,300 to utilities and investment compa-
smaller companies was much time • Corporate insurance manager $32,100, depending on the earnings nies -Stacy Shapiro
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Black lung claims force self-funding
Continued from page 1

Now they are looking more at
self-funding through tax-exempt
501 (c)(21) trusts, which would be
similar to funding pension bene-
fits, and through pooling risks in
offshore captives.

Many larger mining firms al-
ready self-insure for black lung.
But the 1977 amendments to the

federal black lung law place heavy
penalties on self-insurers that fail
to certify their financial responsi-
bility with a surety bond or by put-
ting funds on deposit, said Bruce
Ferguson, president of Underwri-
ters Safety & Claims Inc., a Louis-
ville-based self-insurance ad-
ministrator.

Without a surety bond, self-in-
surers must put up deposits rang-
ing from $500,000 to $3.5 million.

Interest in the 501(c)(21) trusts,
named for the section o f the Inter-
nal Revenue Service statutes that

governs them, has increased dur-
ing the past six months because of
the flood of claim approvals from
the Labon Department, said Clyde
Beers, a principal with Towers,
Perrin, Forster & Crosby, an actu-
arial consulting firm in Philadel-
phia. He predicts the number of
trusts will be even greater by the
end of 1981.

Explaining that the concept of
501(c)(21) trusts is still a new one

among coal companies, Mr. Beers
estimated that 10 to 20 such trusts

are probably in the process of be-
ing started up.

"There are nota ton ofthem yet,"
he said. "Among our clients, I
would say there is one company
that has gotten it underway and
three or four others that have them

in various stages of completion."

Slow growth

IRS says no 501(c)(21) trusts
have been set up yet.

Self-insured loss reserves are not

tax deductible unless they are in a
501(c)(21) trust. However, some
disadvantages of the funds have
slowed their growth in popularity.

Trust fund deposits cannot be
returned to the mine operator and
operators fear actuaries could
overstate liabilities, said Mr. Beers.
Trusts also are restricted to invest-
ing in government securities with
low rates of return.

TRF&C and other actuarial

firms are having some trouble pro-
jecting future liabilities of mine
operators so they can begin fund-
ing for them now. The approach
under 501(c)(21) trusts is similar to
pension plan funding, but there
are several major differences.

"Unlike a pension plan, you
don't have the freedom to assume
the business is ongoing," Mr.
Beers said. "You know at some

point the mine will run out of coal
and that creates greater valuation
problems. At some point, the lia-
bility comes due.

"In addition, determining eligi-
bility is not as simple as for a pen-
sion plan," he explained. "Medical
evidence indicates 5% to. 10% of

miners should get benefits, but the
political process generates claim.
in the 40% to 50% acceptance
range.

"If they change the rule to say all
miners will get benefits after 20
years, they'd have even higher fre-
quency." Now operators fund for
the 40% to 50% range.

Projecting benefit levels is diffi-
cult because they are tied to fed-
eral workers' pay levels and sub-
ject to annual increases.

"A captive would be another
way to handle the funding of the
expense of having adequate funds
to pay claims and enable operators
to adequately charge expenses to
current operations," said Duane
Allen, assistant treasurer of Cleve-
land-based Hanna Mining Co.

His company is one of 14 that use
Corporate Insurance & Reinsur-
ance Co. Ltd. of Bermuda to rein-

sure liability risks written by their
captive insurers.

Now CIRCL is studying pooling
ofblack lung risks with other long-
term compensation and liability
risks.

A study of the feasibility of a
long-term liability reinsurance
treaty to be shared by CIRCL
members will be ·presented at the
CIRCL board o f directors meeting
next month.

If approved, the plan could be
implemented by the end of the
year since it would involve rein-
surance of programs that are self-
insured now, he explains. The pro-
gram would be open to current and
new CIRCL members only.

About half the membership
probably would use the new pro-
gram, which would generate "sev-
eral million dollars" in additional

premium for CIRCL, says Mr. Al-
len, who heads CIRCL's under-
writing committee.

Pool studied

Another pool that would handle
black lung exclusively is being
studied for a group of 20 coal com-
panies, including Hanna. That
study, conducted by Trenwick
Ltd. of Bermuda, would permit
funding o f all o f a participant' s
black lung exposure, Mr. Allen
says. The study is to be completed
around March.

Mr. Allen, whose firm partici-
pates in numerous joint mining
ventures, says he would consider
using both pools. He currently
does not use CIRCL for black lung

risks although some CIRCL mem-
bers do.

Black lung funding problems
also are affecting the .cost of coal
and its attractiveness in the export
market.

An excise tax on coal is expected
to be increased to help cover the
growing deficit in the federal
Black Lung Benefit Trust Fund.
This would raise the price of coal.

The tax now is 50 cents per ton

on underground mined coal and 25
cents per ton on surface mined
coal.

"The federal fund is busted,"
said Mr. Ferguson of Underwriters
Safety & Claims. "This year they
asked the Treasury for $833 mil-
lion to keep the fund alive. The 50
cents per ton levy will produce
$270 million a year at current pro-
duction rates. That won't even pay
the ihterest due the Treasury."

H.D. Reed Jr., general counsel
for the House Education and La-

bor Committee, does not expect
the trust fund to break even for
some time, but anticipates major
recoveries by fiscal year 1983 be-
cause of mine operators assuming
payment of black lung claims.

Claim control

Coal industry officials blame the
government's leniency in award-
ing claims for the fund's deficit.

"The feds are very liberal and the
Black Lung Assn. tells its people
to file claims," a National Coal
Assn. spokesman said. "The fed-
eral law is a system of presump-
tions. The miner doesn't have to

prove a thing. The feds are sup-
posed to disprove cases, but
haven't been doing a good job."

"There are no controls," added
Mr. Ferguson. "They've gone so far
with black lung that it's unfund-
able."

The National Coal Assn. filed
suit in mid-September against
Cabinet members Ray Marshall, Pa-
tricia Harris and William Miller,
charging their agencies are violat-
ing the intent of the 1977 amend-

Continued on next page

Insurance rates increase
NEW YORK-Rates for black lung insurance are

going up because of the increase in claims ap-
proved by the Labor Department the last three
years.

In West Virginia, rates for federal black lung
benefits went up July 1 to $7.15 from $3 per $100
wages on underground mines and to $3.58 from $1
per $100 on surface mines.

However, the increase is not enough to cover the
increased liabilities, and the fund needs another $60
million to cover claims, says Sam Davis, director of
the state black lung fund.

In Kentucky, insurers want a 300% increase in
rates for federal black lung coverage for under-
ground mines and a 515% increase for surface
mines.

The rate for underground mine operators would
increase to $13.71 from $3.42 per $100; the surface
mine rate would go to $5.23 from 85 cents.

Rates for state black lung coverage already were
increased in July by 110% for underground mines
and 219% for surface mines to cover improved
benefits.

The rates went to $8.70 from $4.15 per $100 for
underground mines and to.$3.32 from $1,04 pe4$100
for surface mines.

New workers compensation legislation cut the
rates for traumatic loss or injuries in half. Rates
went to $12.21 from $24.49 per $100 for under-
ground mines and $3.84 per $100 from $8.77 for sur-
face mines.

Maximum weekly benefits for permanent total
disability are $217, up from $131. The maximum
weekly benefit for permanent partial disability is

$162.75. Permanent partial benefits were capped at
$425 a week.

Coal mine operators in Kentucky are liable for
only 25% of state black lung benefits. The balance is
paid by the state second injury fund.

Almost 90% ofthe second injury fund's payments
go for black lung, says Bruce Ferguson, president
of Underwriters Safety & Claims Inc., a Louisville
self-insurance administrator.

A 20% to 25% tax rate is needed to keep the Ken-
tucky fund solvent, Mr. Ferguson maintains. He
says that would never pass the legislature.

Rate increases have not been sought yet ·in Vir-
ginia or Pennsylvania, but are expected before the
end of the year, said Don. DeCarlo, vp of the Na-
tional Council for Compensation Insurers.

Ohio is not planning a rate hike now, but rates
could double in July if an "avalanche of claims" is
approved, said John E. Quinn, assistant director of
the state actuarial section.

In Virginia, where strict eligibility requirements
limit the number of state claims approved, black
lung rates are $16.74 per $100 for underground
mines and $8.76 for surface mines.

In Pennsylvania, rates are $34.12 per $100 for un-
derground mines, $12.68 for surface mines and
$6.34 for coke plants. Federal black lung rates are
$7.88 per $100 for underground mines, $6.82 for sur-
face mines and $3.41 for coke mines.

Ohio's rates are $6.41 per $100 for underground
mines and $3.79 for surface mines. For state cov-
erage, which includes traumatic losses, the. rate is
$31.62 per $100 forunderground mines and $3.23 for
surface mines.

InsuraneeCosts

AreUp Again.

Who
Cares ?

Trade Associations care! That's why many Associations and Franchisees have endorsed the STEP
AHEAD program for their membership: It's unique... it's tailored specifically to their insurance needs
and it's designed expressly to lower the net cost of their members insurance.

Specialized Insurance Programs Include:

* Comprehensive Property/Casualty
Safety Groups

* Products Liability

* Professional Liability
* Life

* Health

* Employee Benefits

* Captives

* and MORE!

Marketpac'sgroupprogramsarea profitable business. Independant agents throughout the
country are presently placing accounts into Marketpac's group programs.

Why not cash in on a piece of the action?

All of our groups are "open" groups, Open to all licensed agents,

If you are interested in placing accounts in Marketpac's group programs or in representing
Marketpac in your area, contact Ray King, Executive Vice President, Marketpac International, 100
Presidential Blvd., Bala Cynwyd, PA 19004.

For quick response call toll free
800-523-1193

In Pennsylvania call
215-667-1490

3/A//-111-

MARKETPAC INTERNATIONAL
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Claims prompt search for new funding
Continued Bum preutous page based on provisions of law which bility to the coal industry from the "We were in regular contact with Black lung compensation "is a

ments and the Administrative Pro- GAO believes do not adequately government, establishing a trust the Department of Labor, but I one-time recognition of what an
cedures Act in reviewing black assure that benefits are provided funded by an excise tax on coal to don'tthink they knew what would uncontrolled product will do to an
lung claims only to those disabled from black pay most claims It made individ- happen," he said "We couldn't ad- individual," Dr Kerr said Comph-

The suit alleges the Labor De- lung or to survivors of those who ual operators responsible for just our reserves or rates based on ance with federal dust standards
partment and the Social Security died from black lung " claims of miners who worked after mushy numbers " and proper ventilation of mines

Administration, an agency of the The current black lung law rep- Jan 1, 1970, instead of after June Mr DeCarlo believes the worst is should prevent the disease in the

Health and Human Services De- resents a radical departure from 21,1973 behind He does not anticipate fur- future, he explains
partment the original provisions incorpo- It also required reconsideration ther calls for reserves from pool Most actuaries recognize the

• Approved claims without con- rated in the 1969 Coal Mine Health of claims denied under earlier stat- members and the insurance indus- benefits of improved mine safety
sidering all medical evidence in and Safety Act Originally, an X- utes try is seeking rate increases for and account for better claims ex-
claimants' files ray was required to show evidence The liberalization produced a black lung benefits perience m setting future liability

• Approved claims without reli- o f black lung f_ood of claims into the Labor De- Without rate relief, insurers But few sources expect black lung
able evidence of eligiblity gartment and Social Security Ad- could withdraw from the reinsur- liability to be eliminated Instead,

• Approved claims on the basis Determining disability ministration "There was a lot o f ance pools, Mr DeCarlo says I fthe they fear future government action
of medical evidence that (iici not drum-beating going on in the hills pools collapse, the Old Republic could broaden liability for it and
meet quality standards required By 1977, the law had been ty the Black Lung Assn and Insurance Co, which writes black other occupational diseases
by regulations amended to add eligibility where United Mine Workers," said Law- lung coverage on a volubtary ba- Industries such as asbestos, tex-

It also accuses Mr Marshall, Ms disability could be determined by renee Kowitch, who lS deputy sis, would be the only remaining tiles and uranium have occupa-
Harris and Mr Millerofviolating physiological examination and director of the Labor Depart- market It couldn't "pickup all the tional disease problems similar to
their fiduciary responsibilities as where a deceased miner's medical ment's office of workers compen- marbles," Mr DeCarlo said black lung Federal occupational

trustees of the black lung fund records indicated he had black sation programs The federal government can of- disease programs have been sug-
A General Accounting Office re- lung The definition of black lung However, it took the Labor De- fer black lung coverage if no other gested as solutions, but industry

port on the Social Security was expanded to include dust-in- partment more than a year to es- market exists, but it probably officials believe the black lung ex-
Administration's handling of duced bronchitis and emphysema tablish regulations governing would be reluctant to do so be- perience will make Congress hesi-
black lung claims found almost In addition, the 1977 law es- tenefit eligiblity and set up a net- cause ofthe troubles wrth the trust tant
90% of the cases approved were tablished a presumption of black work of claims offices By mid- fund, Mr DeCarlo says "If there are other federal OCCU-

not based on sufficient medical lung in deceased miners who 1979, the Labor Department had a pational disease programs on the

evidence The report adds, how- worked 25 years or more in mines tacklog of 240.000 claims Lack of evidence scale of black lung, U S industries
ever, "approval of these claims before June 30, 1971 The backlog has been reduced to such as textile mills would go out
was not contrary to law, it B as The 1977 law also transferred lia- 72,000, Mr Kowitch says About The black lung claims problem of business," Mr Ferguson said

7,400 claims were processed in fis- is "not a problem of phony evi- "Because the handling and un-

cal year 1978, 147,000 m 1979 and dence, but a lack of evidence to derestimation of the cost of black
70,000 in fiscal 1980 About 34,000 dispute claims," said one coal in- lung has been so great, the govern-

cases are filed a year dustry risk manager "The cnteria ment will be less likely to extend
The sudden surge m approved lS so liberal that a lot of doctors this program," said Mr Allen of

claims-about 200,000 since March lean ofer backwards for claim- Hanna Mining "The experience

S -.4 1978-hit the insurance industry ants " should leave everyone with a nice,
like a tidal wave Members of the "Our Job is to adjudicate claims dirty taste in their mouths "

3
three black lung reinsurance andthe benefitofdoubt goes tothe
pools, which support assigned risk claimant-that's a principle of

STATEMENT OF OWNERSHIP, MANAGE-

plans, were hit for $150 million in workers compensation," said Rob- MENT AND CIRCULATION (Act of August
additional reserves in March and ert Dorsey, Labor Department 12, 1970, Section 3685, Title 39, United StatesCode)
2162 million in June (BI, April 14, chief of claims determination "If 1 Title of publication Business Insurance
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/ 81 Insurance Index . Brokers make unlikely
175

170 candidates for takeover
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1 By HARVEY H. BUNDY Ill

1 Special to Business Insurance BI ticker
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It ARE WE NOW entering an era in which
150 ] I-1·the malor alphabet brokers become the Fred S James & Co. and Corroon & Black ple, offtcers and directors own only 4 3% of1. pursued rather than the pursuers9 will show earnings declines in the quarter, the stock at Alexander & Alexander, but
145 We seriously doubt it, but it was only a while it is a 50/50 proposition for the other that company indicates that employees and

jj month ago that Sperry & Hutchinson an- three malor brokers. former employees own more than 50% of
nounced it had acquired a 6 3% stake in Rol- If Alexander & Alexander shows a de- the stock as a result of the company's ag-444'*48*4%04**44'49 lins Burdick Hunter Now NN Corp, a Mil- cline, it will be the first ever for that com- gressive acquisitions program Indicated of-

1  waukee-based insurance holding company, pany and could result in disillusionment on ficer and director ownership in the proxyhas announced a 5 5% position the part of any portfolio manager who still statement of Frank B Hall was 8.5% of the
Insurance Industry stocks rallied last week Both companies profess that their inter- views Alexander & Alexander as a"one de- shares, while in Fred S James it was only
from a previous nosed,ve, rising 4.5 points to ests in RBH do not extend beyond "mvest- cision stock " Perhaps the weaker price ac- 6 6% In the case ofboth ofthese companies,
170.4 from 165.8. The base of 100 was at year- ment purposes," a tion of Alexander & Alexander's stock, the we believe total employee ownership might
end 1978. Biggest gainers were: E.H. Crump Statement we are in- . /2-C only broker stock to actually decline in the be less than that ofAlexander & Alexander
Cos. Inc., up 18%; CNA Financial Corp., up clined to believe. In- month of September, reflects such an inves- On a purely speculative note, we believe
16.7%; MGIC Investment Corp., up 9.5%; Alex. deed, an un friendly tor concern an outside investor might find Frank B Hall
ander & Alexander Services, up 9%, and Re- takeover of RBH The NN Corp and Sperry & Hutchinson's & Co and its strong position m the marine
public National Life Insurance Co., up 8.6%. would be well-nigh positions in RBH raise several questions and aviation markets a more attractive tar-
American National Insurance Co. at 3.3% and impossible given cur- 4 -* Can a broker be acquired on an unfriendly get than James or C&B.
Aneco Reinsurance Ltd. at 2.17% werethe big- rent employee control basis, and, if so, who and at what price? However, one must bear in mind that
gest declines. A total of 50 stocks rose, n,ne over the ultimate des- It is not surprising RBH emerged as the management is the key component of an in-
dropped and 14 rema,ned unchanged. The tiny of the company first of the malor public brokers to show surance broker In the event that people
2.7% increase fell behind the major market in- The 1980 proxy state- m]or outside corporate ownership RBH leave, one can be left with a shell with no in-
dicators. The New York Stock Exchange rose ment indicates that of- remains small enough that an interested in- herent value Marsh & MeLennan has
4.5%, the Standard & Poor's index rose 4.4% ficers and directors of vestor could obtain a meaningful position learned this lesson at C T Bowring even
and the Dow Jones industrial was up 3%. the company owned Moreover, an institutional position in RBH with a deal that became" friendly " The abil-

22 3% of the outstand- Bundy of only slightly more than 220,000 shares ($6 tty of individuals to take accounts with
1ng common stock as million at current prices) would result in the them has undoubtedly lessened in recentBritish Issues
of Feb 7 Moreover, management indicates required filing of a form 13-D with the Se- years, but a broker that loses most of its tal-

1 Week

otheremployees own approximately 30%of curities and Exchange Commission, ent cannot be expected to hold onto sop)us-10/7 Price P/E Div. Yield High-Low
the shares indicating a 5% ownership position Finally, ticated accounts for very longCompanies pence pence 96 pencepence

Despite the improbability of a bidding RBH commands a certain quality image Likewise, it is difficult to see the eco-Commt Union 171 86 1463 86 173-171

Eagle Star 251 84 1428 57 252-248 war, these announcements show it is the ag- among the brokers and counts among its ac- nomic justification of an outside party ac-
GenI Accident 360 9 0 18 24 5 1 362-356 gressiveness of the buyers that makes counts many of the Jumbos sought after so qulring an insurance broker at a significant
Gdn Royal Exch 360 9 5 20 71 5 8 362-354 stocks move and not the near-term earnmgs aggressively premium to current market valuations
Phoenix 306 85 2000 6 5 308-300 prospects RBH was the star performer It is difficult to reach a conclusion on Were a broker acquired for 15 times earn-
Royal 475 10 0 32 17 68 480-470

among the brokers in the past month, up management control in the other medium- ings in a cash acquisition, the interest on theSun Alliance 804 103 4214 52 804-786
14% Word of the outside positions must sized, publicly owned brokers For exam- debt to be issued would eat up virtually allBrokers
have had an impact, as earnings for neither o f the broker's earnings and still would notCE Heath 221 11 0 13 80 6 2 221--213
RBH nor any of ltS competitors will be Broker Stock Performance cover the goodwill amortization that wouldHogg Robinson 130 96 814 63 130-128
much to cheer about in the September quar- result from acquiring a business with lim-Alex Howden 103 86 1000 97 103-101 %Change %Change

JH Minet 107 429 845 60 109-105 ter We consider it virtually certain RBH, Price VS VS ited tangible assets Only after the broker
Sedg Grp 131 120 714 54 131-126 9/30/80 8/31/80 9/30f79 had grown significantly from its current
Stenhouse Hldg 93 8 5 6.46 7 0 93- 88 A&A 33Harvey H Bundy III, a partner at William (70) 23 base would lt be a material contributor for
Stew Wrightson 220 9 2 17 14 7 8 220-210 Cor & Blk 26 34 34 (97)

the acquiring companyBlazr & Co in Chicago, speczahzes inflnan- HallWillis Faber 270 120 1614 60 270-262 28 3/ 90 18

czat and znsurance stocks Hzs monthlv col- James 27 76 09 62 Perhaps ruefully for investors, we are
Source Philip Olsen#Alan Clifton, Insurance Indus- umn on insurance brokerage stocks written M&M 6814 22 (02) forced to conclude that unfriendly take-try Specialists Kitcat & Aitken Stockbro- R Burdick 26 V4 140 191

for Busaness Insurance appears on thts page overs of the major brokers are highly un-kers, London S&P 400 142.82 28 170
the second Mondav of every month likely However, friendly deals may be a dif-

ferent matter If the next several quarters
severely test some managements, they may
be more receptive to a partner

Bl Industry Stock Report On a very different note, there is a quirk of
accountmg about which investors in Marsh
& MeLennan should be aware.

OCT. 7, 1980 10/1/80 THRU 10/7/80 OCT. 7,1980 10/1/80 THRU 10/7/80
As a result of the C.T Bowring acquisi-

Insurance Cos Price % Chg PE $ Div % Yld High Low Vol (000) Price % Chg PE $ Div % Yld High Low Vol (000) tion, Marsh & McLennan will have substan-
---

tially more common shares outstanding in
Aetra Life & Cas Co NYSE 39.37 7.1 5.6 2.12 5.4 39.88 36.75 318.5 Sri Corp Olt 25.00 0.0 4.9 1.00 4.0 25.00 25.00 16.6 the second half of its fiscal year than in theAmerican Bankers Ins Co Fla OTC 7.38 , 3.5 5.0 0.44 6.0 7.38 7.13 37.5 Seibels Bruce Group Inc OTC 24.38 0.5 9.9 0.80 3.3 24.38 24.25 28.7 first half The earnings per share Marsh &American Finl Corp Ohio OTC 26.00 3.0 7.0 O.SO 1.9 26.00 25.25 33.3 Statesman Group Inc OTC 6.25 0.0 4.9 0.15 2.4 6.25 6.25 6.2American Gen Ins Co

NYSE 40.00 8.1 6.2 1.00 2.5 40.00* 37.25 316.4 Tokio Marine & Fire Ins Co OTC 158.75 3.2 17.6 1.03 0.6 160.50* 154.75 2.2 McLennan reports for the full year will beAmerican Inity Finl Corp OK 18.13 2.8 5.5 1.12 6.2 18.13 17.88 16.7 Travelers Corp NYSE 43.75 3.2 4.8 2.48 5.7 44.00 42.25 171.6 approximately 2% less than the sum of theAmerican Intl Group Inc OTC 78.25 4.3 11.6 0.50 0.6 78.25 74.75 189.1 United Fire & Cas Co OIC 27.25 0.0 7.4 0.90 3.3 27.25 27.25 0.0 four quarterly earnings per shareAmerican Natl Ins Co On: 14.63 -3.3 5.8 0.62 4.2 15.00 14.63 81.9 United States Fid & (ty Co NYSE 43.25 -1.1 5.1 2.80 6.5 43.38 42.25 134.6American Sts Life Ins Co OTC 19.00 0.0 7.9 0.64 3.4 19.00 19.00 1.8 United Svcs Life Ins Co OTC 16.88 0.7 5.9 0.96 5.7 16.88 16.75 11.8 We won't try to explain this phenomenonAneco Reins Ltd OTC 5.62 -2.2 0.0 0.00 0.0 5.63 5.63 28.9 Uslife Oorp NYSE 21.75 1.8 5.5 0.70 3.2 21.88 21.38 370.1 here It is something akin to the mathemati-Appalachian Natl Corp OTC 212 0.0 6.1 0.05 2.4 2.19 2.13 1.8 Washington Natl Corp NYSE 35.88 7.1 7.3 1.50 4.2 36.13 33.63 32.2

cally erroneous procedure of adding per-Avemoo Corp AMEX 9.75 1.3 7.0 0.50 5.1 10.13 9.75 25.9 Zenith Natl Ins Corp OTC 16.75 3.1 9.5 0.50 3.0 16.75 16.00 10.1 centages, or the well-known phenomenonBanks Iowa Inc OTC 26.50 0.0 4.2 1.32 5.0 26.50 26.50 0.3
Bitco Corp OK: 39.50 5.3 6.0 1.68 4.3 39.50 38.00 6.6 INSURANCE COMPANIES AVERAGE 7.6 3.5 where your business is down 20% and thenCarolina Cas Ins Co OK 8.62 0.0 3.1 0.32 3.7 8.63 8.63 4.9

up 20% and you're not back to where youCentral Natl Pinl Corp OIC 11.25 0.0 4.4 0.50 4.4 11.25 11.25 0.0
Agents/Brokers

started fromChubb Corp OTC 44.25 6.3 5.8 2.40 5.4 44.25 42.63 107.9
Combined Intl Corp NYSE 19.38 1.3 5.6 1.60 8.3 19.50 18.88 156.5 Alexander 6 Alexander Svcs OTC 36.00 9.1 11.8 1.64 4.6 36.00 33.25 98.8Connecticut Gen Ins Corp NYSE 48.25 4.0 7.3 1.52 3.2 48.25 46.50 281.3 Bal*,in & Lyons Inc OTC 31.00 0.0 5.7 0.80 2.6 31.00 31.00 4.0 William Blair & Co maintains a market m the commonContinental Corp NYSE 27.75 0.9 5.4 2.20 7.9 27.88 27.50 249.5 Corroon & Black Corp NYSE 27.13 1.4 10.9 1.72 6.3 27.13 27.00 14.0 shares of Rollins Burdick Hunter and Alexander & Alex-Crawford & Co OTC 18.75 0.0 15.8 0.54 2.9 18.75 18.75 4.2 Crump 2 H Cos Inc OTC 14.75 18.0 13.2 0.36 2.4 14.75* 14.13 43.8

ander Services Edgar D Jannotta, a partner m WilliamHall Frank B & Co Inc NYSE 28.50 -1.3 9.3 1.54 5.4 29.63 28.50 53.7Crown Life Ins Co OTC 86.00 6.2 62.3 2.40 2.8 88.50 82.50 10.5 Blair & Co, is on the board of directors of Rollins BurdickCrum 6 Forster NYSE 33.75 7.6 5.9 1.44 4.3 34.38 32.00 128.9 Integrated Res Inc AMEX 18.38 5.0 10.1 0.00 0.0 18.75 17.75 65.7 HunterEmployers Cas Co OrC 39.50 0.0 6.5 1.20 3.0 39.50 39.50 2.6 James Fred S & Co Inc NYSE 27.62 0.9 10.0 1.60 5.8 27.63 27.25 48.9Erc Corp orc 93.50 0.0 10.5 1.40 1.5 0.00 ******* 0.0 Marsh & Mclennan Cos Inc NYSE 69.25 1.5 11.0 3.60 5.2 69.25 67.75 73.1Equifax Inc NYSE 23.00 -2.1 7.9 2.40 10.4 23.25 23.00 2.8 Penncorp F incl Inc NYSE 8.62 -1.4 5.6 0.16 1.9 9.00 8.50 237.7
Reed Stenhouse Cos Ltd orc 11.12 1.1 9.3 0.56 5.0 11.38 11.00 4.4Farmers Group Inc orc 32.12 4.9 10.3 1.00 3.1 32.13* 31.38 265.5

First Colony Life Ins Co orc 35.00 2.9 12.0 0.80 2.3 35.00 34.00 1.7 Rollins Burdick Hunter Co ore 27.50 3.8 12.1 1.24 4.5 27.50 26.50 40.3
Financial briefs

Foremost Corp Amer OTC 20.38 -0.6 7.7 0.60 2.9 20.38 20.38 5.6
General Relns Corp Del OTC 57.75 0.9 8.8 1.40 2.4 58.25 57.SO 91.2 AGENIS/EROKEmS AVERAGE 9.7 4.4Great West Life Assurn Co OK 175.00 -0.6 8.7 8.00 4.6 176.00 175.00 0.6 Swiss Reinsurance

Conglomerates/Holding CosHanover Ins Co OTC 47.00 0.5 4.4 0.72 1.5 47.00 46.50 18.0

One of the world's largest reinsuranceHartford Steam Boiler Insptn OTC 34.50 0.0 7.4 2.40 7.0 34.50 34.50 3.7
Integon Corp NYSE 26.37 -1.4 9.6 0.48 1.8 26.50 26.00 83 9 American Express(Flreman's Fd) NYSE 37.75 4.5 7.6 2.00 5.3 37.88 36.00 365.6 grOUpS, Swiss Re, iS planning a mAJor rightsJefferson Natl Life Ins Co OfC 68.50 1.5 20.4 0.64 0.9 68.SO* 67.50 49.4 Anderson Clayton(Ranger/PanAm) NYSE 25.00 3.6 6.2 1.20 4.8 25.00 23.50 36.5

issue totaling 84 million Swiss francs orKemper Corp OIC 36.00 4.7 5.0 1.40 3.9 36.00* 34.75 45.3 City Investing Co. (acire Ins.) NYSE 27.50 0.5 5.6 1.50 5.5 28.00 27.50 505.2
CHA Flnl Corp (CNA) NYSE 19.12 16.8 4.7 0.00 0.0 19.13* 16,50 72.8 about $50 6 million For the first time in theLlncoln Natl Corp Ind NYSE 42.37 2.4 5.9 3.00 7.1 42.38 41.25 53.5 Control Data (Canal. Credit) NYSE 74.37 8.4 9.9 0.60 0.8 74.38 68.63 585.7Mgic Invt Corp NYSE 30.13 9.5 8.7 1.12 3.7 30.63 27.25 304.7 company's history, the issue will be in par-Mission Ins Group Inc NYSE 37.75 2.0 8.1 0.80 2.1 37.88 37.00 58.7 INA Corp (Ins. Co. of NA) NEE 43.13 4.9 6.3 2 20 5.1 43.50* 40.75 249.3 ticipation certificate capital to be offered toNatiortwide Corp Chio OTC 20.50 2.5 5.4 0.66 3.2 20.50* 20.00 3.6 rrT (Hartf6rd Group) NYSE 31.50 0.0 10.9 2.40 7.6 32.50 31.50 771.9Nn Oorp Crt'C 48.50 4.0 110 2.00 4.1 48.50* 47.00 53.5 Reliance Group Inc NYSE 74.50 -3.2 3.0 3.00 4.0 76 88 74.50 34.1 the company's shareholders on a 1-to-2 ba-
Sears Roebuck & Co. (Allstate) NYSE 16.88 0.7 8.1 1.36 8.1 16.88 16.63 1,020.5 sis at a price of 350 Swiss francs or $210 84Northwestern Natl Life Ins OTC 31.62 2.8 5.9 1.25 4 0 31 75 30.75 17.0 S & H Co. (Bayly Martin & Pay) NEE 17.00 -1.4 7.1 1.00 5.9 17.38 17.00 4.7Ohio Cas Corp OTC 39.13 3.0 6.0 1.76 4 5 39.13 38.25 99.8 per certificate.Old Rep Intl Corp OTC 17.63 3.7 4.3 0.92 5.2 17.63 17.25 52.0 Teledyne Inc (Argonaut) NYSE 182 50 -3.3 7.9 0.00 0.0 187.00 181.50 233.1 Further participation certificates, thePlnehurst Corp OTC 7.12 7.5 106 0.00 0.0 7.13 6.75 46.3 Tranaamerica Corp (Occidental) NYSE 19.88 5.3 5 4 1.28 6.4 19.88 19.00 374.1Preferred Risk Life Ins Co OK: 19.25 0.0 6 7 0.64 3.3 19.25 19.25 0.9 .- company said, may be issued later with a0[»*ZOMERATIS/HOLDING COS. AVERAGE 6.3 2.9Provident Life 6 Acc Ins Co OTC 47.00 2.2 5.9 1.88 4.0 47.50 47.00 39.9 nominal value of up to 10 million SwissRepublic Natl Life Ins 00 OTC 23.62 8.6 14.6 0.70 3.0 23.88* 21.75 1,023.2 francs or $6 02 million These participationRyan Ins Group Inc OTC 25.75 2.0 7.8 0.12 0.5 25.75 25.50 2.6

St Paul Cos Inc OK 39.25 3.0 5.4 2.00 51 39.25 38.38 129.0 certificates will be used to back future con-
Safeco Corp Orc 38.87 4.4 5 6 1.80 4.6 38.88 37.75 109 3

vertible or warrant bond issues and for ac-
129= =-- ---4 -'=IMer -=1 quisitions .



A bottom line view of loss control

ft

Every business has special perils need-
ing special insurance broker solutions.
How Alexander & Alexander looks at off-

shore drilling, one of the riskiest, will help
explain how we willlook at your business.
In this case, we study rig safety through a
contractor's eyes. Scrutinizing the workers
and the working environment. Probing the
whys of injuries and the hows of accident
prevention. Viewing down-time as dollars.
Client-tailored

safety programming
Only by working from a client's point of

view can we be sure a company gets the
most comprehensive, cost-efficient pro-
grams possible.

This insider's vantage point enables
our loss control consultants to be sticklers

on safety for any corporation. Ferreting out

Oil rigs, like this in the Gulf of Mexico, tyfify high-hazard operations.

hot spots from loss data banks. Casing the
carrier's services. Creating safety programs
that work. And staying on top of them, alert
to changing conditions, new hazards, new
operations, new technology.

Each industry has different needs. For
insurance, for risk management, for human
resource management, for financial
services. And each of our 120 offices here

and overseas has the facilities, expertise
and strength to fulfill the requirements of
any company, large or small, in any industry.

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.

Alexander
8Aiexander

From the clientt point of view.


